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EMR CAPITAL GOLDEN GROVE PTY LTD
DIRECTORS’ REPORT
For the year ended 31 December 2020

The Directors present their report on EMR Capital Golden Grove Pty Ltd and its controlled entities (the
Group) for the year ended 31 December 2020.

Corporate Information

EMR Capital Golden Grove Pty Ltd (the Company) is a for profit company limited by shares that is
incorporated and domiciled in Australia.

Directors

The names and details of the Directors of the Company in office during the financial year and until the
date of this report are as follows. Directors were in office for the entire year unless otherwise stated.

Owen Hegarty

lan Smith (resigned 31 May 2020)
Peter Albert (appointed 1 July 2020)
John Chomley

Antony Manini

Stefanie Loader

Nature of Operations and Principal Activities

The principal activities of the entity during the year were:

e copper and zinc ore mining;

e base and precious metals concentrate production; and

e exploration.

There has been no significant change in the nature of those activities during the year.
Results

The net profit after tax for the financial year was $83,694,000 (2019: $126,152,000).

Dividend

The Directors do not recommend the payment of a dividend and no amount has been paid or declared
by way of a dividend to the date of this report (2019: Nil).

Review of Operations — Golden Grove

The financial results of the Group for the year ended 31 December 2020 include:

2020 2019
(dmt) (dmt)
Ore mined 1,442,124 1,372,749
Ore milled 1,377,340 1,291,440
Concentrate produced:
- Zinc 111,230 119,019
- Copper 93,328 94,116
- HPM 11,853 19,722

There were no lost time injuries recorded during the year and the total recordable injury frequency rate
at 31 December 2020 was 8.3 (2019: 8.2).
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Activities undertaken during the year include:

e Projects:

- Pre-feasibility study for Gossan Valley deposit completed with a mining inventory of 3.1Mt at 6.5%
zinc and 0.95% copper. Feasibility study currently underway and due for completion at the end
of Q1 2021.

- Commenced installation of a triple sequential flotation plant upgrade.

e Mineral Resource Estimate:

An increase in the mineral resource estimate from 52.8mt at 30 June 2019 to 57.8mt at 30 June
2020.

e COVID-19

In response to COVID-19 the Group initiated and maintained strict hygiene protocols across its
operation and workplaces to minimise the potential transmission of COVID-19 and to ensure the
well-being of our people and contractors. While the global COVID-19 pandemic required the Group
to adjust some of its usual operating procedures during the year, the direct impact to the Group was
limited to social distancing and additional risk mitigation strategies enabling the Group to maintain
continuous operations. The ongoing COVID-19 pandemic, and its impacts on the Group’s business,
people and stakeholders, is the subject of ongoing close monitoring and response development by
management and the Board.

Significant Changes in the State of Affairs
On 22 May 2020, the Company completed a share buyback of 32,763,533 shares, at a share price of
$5.42 (US$3.51) per share, with all the shares bought back subsequently cancelled. Other than this, there

were no significant changes in the state of affairs of the Company that occurred during the year.

Significant Events after the Balance Date

There have not been any events that have arisen in the interval between the end of the financial year and
the date of this report or any other item, transaction or event of a material and unusual nature likely, in
the opinion of the Directors, to materially affect the operations of the Company, the results of those
operations or the state of affairs of the Company, in future financial years.

Likely Developments and Expected Results

The likely developments in the operations of the Company and the expected results of those operations
in the coming financial year are as follows:

a) Exploration activities seeking to expand on the current reserve and resource base;

b) Updating life of mine plans arising from ongoing studies and exploration activities; and

c) Continued production of zinc, copper and HPM concentrates.

Environmental Regulation Performance

The Company holds licences and abides by Acts and Regulations issued by the relevant mining and
environmental protection authorities in Australia. These licences, Acts and Regulations specify limits and
regulate the management of discharges to the air, surface waters and groundwater associated with the

mining operations as well as the storage and use of hazardous materials.

There have been no significant known breaches of the Company’s licence conditions or of the relevant
Acts and Regulations.
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Indemnification and Insurance of Directors and Officers
An insurance policy that protects the directors and officers against certain liabilities arising as a result of
work performed in their capacity as directors and officers is in place for EMR Capital Golden Grove Pty

Ltd and its subsidiary companies.

The Group has paid an insurance premium for the policy. The contract of insurance prohibits disclosure
of the amount of the premium and the nature of the liabilities insured.

Indemnification of Auditors
The Company’s auditor is Ernst & Young.
The Company has agreed with Ernst & Young, as part of its terms of engagement, to indemnify Ernst &
Young against certain liabilities to third parties arising from the audit engagement. The indemnity does
not extend to any liability resulting from a negligent, wrongful or wilful act or omission by Ernst & Young.
During the financial period:
- the Company has not paid any premium in respect to any insurance for Ernst & Young or a body
corporate related to Ernst & Young; and
- there were no officers of the Company who were former partners or directors of Ernst & Young,
whilst Ernst & Young conducted the audit of the Company.
Proceedings on behalf of the Company
No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring
proceedings on behalf of the Company, or to intervene in any proceedings to which the Company is a
party for the purpose of taking responsibility on behalf of the company for all or part of those proceedings.

Options

No options over issued shares or interests in the Company were granted during or since the end of the
financial year and there were no options outstanding at the date of this report. (2019: Nil)

Rounding

EMR Capital Golden Grove Pty Ltd is a company of the kind specified in Australian Securities and
Investment Commission Corporations (Rounding in Financial/Directors’ Reports) Instrument 2016/191.
In accordance with that class order, amounts in the financial report and the Directors' Report have been
rounded to the nearest thousand dollars unless specifically stated to be otherwise.

Auditor Independence

Refer to page 6 for the Auditor’'s Independence Declaration to the Directors of EMR Capital Golden Grove
Pty Ltd.

Signed in accordance with a resolution of the Directors.

Owen Hegarty

Chairman
10 March 2021



Ernst & Young Tel: +61 8 9429 2222
11 Mounts Bay Road Fax: +61 8 9429 2436
Perth WA 6000 Australia ey.com/au

GPO Box M939 Perth WA 6843

Building a better
working world

Auditor’'s independence declaration to the directors of EMR Capital Golden
Grove Pty Ltd

As lead auditor for the audit of the financial report of EMR Capital Golden Grove Pty Ltd for the
financial year ended 31 December 2020, | declare to the best of my knowledge and belief, there have
been:

a. no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and

b. no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of EMR Capital Golden Grove Pty Ltd and the entities it controlled during
the financial year.

Crnat *
7

Ernst & Young

YV

Fiona Drummond
Partner

10 March 2021

A member firm of Ernst & Young Global Limited FD:LC:EMR:055

Liability limited by a scheme approved under Professional Standards Legislation
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

2020 2019

Note $°000 $°000
Revenue 3 434,451 473,418
Cost of sales 4(a) (325,839) (284,609)
Gross profit 108,612 188,809
Other income 73 7,476
Net gain on derivative financial instruments 4(d) 8,359 -
Net foreign exchange gain/(loss) 26,807 (2,418)
Administration expenses 4(b) (3,710) (4,036)
Other expenses 4(c) (3,988) -
Profit before net finance costs and income tax expense 136,153 189,831
Finance income 5 287 1,579
Finance costs 6 (18,232) (11,526)
Profit before income tax expense 118,208 179,884
Income tax expense 7 (34,514) (53,732)
Net profit for the year attributable to members of
EMR Capital Golden Grove Pty Ltd 83,694 126,152
Other comprehensive income for the year, net of tax - -
Total comprehensive income for the year attributable to
members of EMR Capital Golden Grove Pty Ltd 83,694 126,152
Earnings per share
Basic and diluted EPS attributable to ordinary equity holders
(in$) 28 0.82 1.03

The above consolidated statement of comprehensive income should be read in conjunction with the
accompanying notes.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2020

2020 2019

Note $°000 $°000
Current assets
Cash and cash equivalents 8 107,215 115,966
Trade and other receivables 9 19,796 13,050
Derivative financial assets 10 2,763 -
Inventories 11 25,038 29,727
Prepayments 3,643 4,145
Total current assets 158,455 162,888
Non-current assets
Trade and other receivables 9 - 4,401
Derivative financial assets 10 6,098 -
Exploration and evaluation expenditure 12 25,975 16,235
Mine properties 13 210,831 195,289
Property, plant and equipment 14 143,993 128,880
Right-of-use assets 17 25,101 17,129
Total non-current assets 411,998 361,934
Total assets 570,453 524,822
Current liabilities
Trade and other payables 15 40,001 33,805
Interest bearing liabilities 16 28,507 23,296
Lease liabilities 17 19,102 11,184
Intercompany tax funding payable 7 3,617 14,975
Provisions 18 5,953 5,567
Total current liabilities 97,180 88,827
Non-current liabilities
Interest bearing liabilities 16 191,763 82,726
Lease liabilities 17 4,967 3,136
Provisions 18 65,758 66,592
Deferred tax liabilities 7 41,561 21,981
Total non-current liabilities 304,049 174,435
Total liabilities 401,229 263,262
Net assets 169,224 261,560
Equity
Contributed equity 19 89,877 122,641
Reserves 20 (269,878) (126,612)
Retained earnings 349,225 265,531
Total equity 169,224 261,560

The above consolidated statement of financial position should be read in conjunction with the
accompanying notes.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

As at 31 December 2018

Profit for the period
Other comprehensive income/(loss)
Total comprehensive income

As at 31 December 2019

Profit for the year

Other comprehensive income/(loss)

Total comprehensive income

Transactions with owners in their capacity as owners
Share buy back

As at 31 December 2020

The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes.

Note

19

Contributed Retained Total
Equity Earnings Reserves Equity
$’000 $’000 $’000 $’000
122,641 139,379 (126,612) 135,408
- 126,152 - 126,152
- 126,152 - 126,152
122,641 265,531 (126,612) 261,560
- 83,694 - 83,694
83,694 83,694
(32,764) ; (143,266) (176,030)
89,877 349,225 (269,878) 169,224
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CONSOLIDATED STATEMENT OF CASH FLOWS

Cash flows from operating activities

Receipts from customers

Payments to suppliers, employees and others

Tax payment under tax funding agreement with head entity
Payment for transaction costs related to acquisition of business
Income received

Payments for short-term leases and variable lease payments not
included in the measurement of lease liabilities

Net cash flows from operating activities

Cash flows from investing activities

Payments for property, plant and equipment

Proceeds from the sale of property, plant and equipment
Payments for development activities

Exploration expenditure

Net cash flows used in investing activities

Cash flows from financing activities
Loans from/(to) related parties

Proceeds from external borrowings
Repayment of borrowings

Repayment of lease liabilities

Share buy back

Interest and borrowing costs paid

Net cash flows from financing activities

Net increase/(decrease) in cash and cash equivalents
Net foreign exchange difference

Cash and cash equivalents at the beginning of the financial
period

Cash and cash equivalents at the end of the financial year

Note 2020 2019
$°000 $°000

424218 467,158

(259,721) (230,961)

(26,293) (42,213)

] (759)

207 1,568

(7,899) (6,306)

23 130,602 188,487
(31,294) (25,952)

96 47

(37,950) (39,930)

(9,740) (3,712)

(78,888) (69,547)

(1) 1,123

146,946 -

(3,252) (57,278)

(13,374) (15,491)

19 (176,030) -
(11,631) (9,520)

(57,342) (81,166)

(5,628) 37,774

(3,123) (744)

115,966 78,936

8 107,215 115,966

The above consolidated statement of cash flows should be read in conjunction with the accompanying

notes.
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Notes to the Consolidated Financial Report
NOTE1: CORPORATE INFORMATION AND BASIS OF PREPARATION

This general purpose consolidated financial report of the Group (comprising EMR Capital Golden Grove Pty
Ltd and the entities it controls) for the year ended 31 December 2020 was authorised for issue in accordance
with a resolution of the Directors on 10 March 2021. EMR Capital Golden Grove Pty Ltd (the Company) is
a company domiciled in Australia. The registered office of the Company is Suite 1, 38 Colin Street, West
Perth, WA.

The nature of the operations and principal activities of the Group are described in the Directors’ Report.

The financial report is a general purpose financial report which:

e has been prepared in accordance with Australian Accounting Standards and other authoritative
pronouncements of the Australian Accounting Standards Board (AASB) and the Corporations Act
2001;

o complies with International Financial Reporting Standards (IFRS) and interpretations adopted by
the International Accounting Standards Board (IASB);

¢ has been prepared on an historical cost basis except for the fair valuation of financial assets at fair
value through profit or loss;

e is presented in Australian dollars with all values rounded to the nearest thousand dollars ($°000)
unless otherwise stated, in accordance with Instrument 2016/191, issued by the Australian
Securities and Investments Commission;

e adopts all new and amended Accounting Standards and Interpretations issued by the AASB that
are relevant to the operations of the Company and effective from 1 January 2020;

e does not early adopt Accounting Standards and Interpretations that have been issued or amended
but are not yet effective. Refer to note 2(w) for further details.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principle accounting policies applied in the preparation of these general purpose financial statements
are set out below. These policies have been consistently applied to all years presented.

(a) Consolidation and business combinations

The consolidated financial statements comprise the financial statements of the Company and entities
controlled by the Company and its subsidiaries.

Control is achieved when the Company is exposed, or has rights, to variable returns from its involvement
with the investee and has the ability to affect those returns through its power over the investee.
Generally, there is a presumption that a majority of voting rights results in control. To support this
presumption, and when the Company has less than a majority of the voting or similar rights of an
investee, the Company considers all relevant facts and circumstances in assessing whether it has power
over an investee.

The Company re-assesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control. Consolidation of a subsidiary
begins when the Company obtains control over the subsidiary and ceases when the Company loses
control of the subsidiary.

Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during the year are

included in the consolidated financial statements from the date the Group gains control until the date
the Group ceases to control the subsidiary.

11
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Notes to the Consolidated Financial Report

The profit or loss and each component of other comprehensive income are attributed to the equity
holders of the parent of the Group and to the non-controlling interests, even if this results in the non-
controlling interests having a deficit balance. When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in line with the Group’s accounting policies.
All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction. If the Group loses control over a subsidiary, it derecognises the related assets
(including goodwill), liabilities, non-controlling interest and other components of equity while any
resultant gain or loss is recognised in the statement of comprehensive income. Any investment retained
is recognised at fair value.

Business combinations are accounted for using the acquisition method. The cost of an acquisition is
measured as the aggregate of the consideration transferred, which is measured at acquisition date fair
value, and the amount of any non-controlling interests in the acquiree. For each business combination,
the Group elects whether to measure the non-controlling interests in the acquiree at fair value or at the
proportionate share of the acquiree’s identifiable net assets. Acquisition-related costs are expensed as
incurred and included in administrative expenses.

If the business combination is achieved in stages, any previously held equity interest is re-measured at
its acquisition date fair value and any resulting gain or loss is recognised in the statement of
comprehensive income.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the
acquisition date. Contingent consideration classified as an asset or liability that is a financial instrument,
is measured at fair value with the changes in fair value recognised in the income statement.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred
and the amount recognised for non-controlling interests, and any previous interest held, over the net
identifiable assets acquired and liabilities assumed. If the fair value of the net assets acquired is in
excess of the aggregate consideration transferred, the Group re-assesses whether it has correctly
identified all of the assets acquired and all of the liabilities assumed and reviews the procedures used
to measure the amounts to be recognised at the acquisition date. If the reassessment still results in an
excess of the fair value of net assets acquired over the aggregate consideration transferred, then the
gain is recognised in the statement of comprehensive income.

In the separate financial statements of the Company, investments in subsidiaries are accounted for at
cost less impairment. Cost is adjusted to reflect changes in consideration arising from contingent
consideration amendments. Cost also includes direct attributable costs of the investment. The results
of subsidiaries are accounted for by the Company on the basis of dividend received and receivable.

Impairment testing of the investments in subsidiaries is required upon receiving a dividend from these
investments if the dividend exceeds the total comprehensive income of the subsidiary in the period the
dividend is declared or if the carrying amount of the investment in the separate financial statements
exceeds the carrying amount in the consolidated financial statements of the investee’s net assets
including goodwill.

12
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Notes to the Consolidated Financial Report

(b) Foreign Currency Translation

(i)

(ii)

Functional and presentation currency

The functional currency of the Company and its subsidiaries is Australian dollars, which is the
presentation currency of the Company.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or reporting date where items are remeasured. Foreign
exchange gains and losses resulting from the settlement of such transactions and from the
translation of monetary assets and liabilities denominated in foreign currencies at year-end
exchange rates are recognised in the statement of comprehensive income.

(c) Property, Plant and Equipment

@i

(ii)

Cost

Property, plant and equipment is stated at historical cost less accumulated depreciation and
impairment losses, if any. Historical cost includes expenditure that is directly attributable to the
acquisition of the items and costs incurred in bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by management. The cost of
property, plant and equipment includes the estimated cost of mine rehabilitation, restoration and
dismantling.

Depreciation and amortisation

The maijor categories of property, plant and equipment are depreciated over the estimated useful
lives of the assets on a unit of production or reducing balance basis as indicated below. The useful
lives below are subject to the lesser of the asset categories’ useful life and the life of the mine:

e Freehold land — Not depreciated;

e Buildings — Reducing balance 2.5%
Plant and machinery (mining and processing) — Unit of production (tonnes mined and milled) or
straight line over the useful life of the asset as applicable;

e Plant and machinery (other) — Reducing balance 3-5 years;

e Construction in progress — Not depreciated.

Depreciation and amortisation commence when an asset is available for use.

The unit of production method is applied based on assessments of proven and probable Ore
Reserves and a portion of Mineral Resources probable of extraction. Resource and Reserve
estimates are reviewed annually. The depreciation and amortisation expense calculation reflect the
estimates in place at the reporting date, prospectively.

Major spare parts are carried as property, plant and equipment when an entity expects to use them
during more than one year, or when they can be used only in connection with an item of property,
plant and equipment. The carrying amount of any part replaced is subsequently derecognised. All
other repairs and maintenance are expensed in the statement of comprehensive income during the
accounting year in which they are incurred.

(iii) Disposal of property, plant and equipment
On disposal of an item of property, plant and equipment, the difference between the disposal

proceeds and the carrying amount of the asset is recognised in profit or loss.

13
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Notes to the Consolidated Financial Report

(d) Exploration and Evaluation Expenditure

(e)

(f)

Exploration and evaluation activities include expenditure to identify potential Mineral Resources,
determine the technical feasibility and assess the commercial viability of the potential Mineral
Resources.

Exploration and evaluation expenditure in relation to separate areas of interest for which rights of tenure
are current is carried forward as an asset in the statement of financial position where it is expected that
the expenditure will be recovered through the successful development of an area of interest, or by its
sale, or exploration activities are continuing in an area and activities have not reached a stage which
permits a reasonable estimate of the existence or otherwise of economically recoverable reserves.

Where a project or an area of interest has been abandoned, the expenditure incurred thereon is written
off in the year in which the decision is made.

A regular review is undertaken of each area of interest to determine the appropriateness of continuing
to carry forward costs in relation to that area of interest. An impairment exists when the carrying value
of expenditure exceeds its estimated recoverable amount. The area of interest is then written down to
its recoverable amount and the impairment losses are recognised in profit or loss.

Upon approval for the commercial development of an area of interest, exploration and evaluation assets
are tested for impairment and transferred to mine properties. No amortisation is charged during the
exploration and evaluation phase.

Mine Properties

Mine property and development assets include costs incurred in accessing the ore body and costs to
develop the mine to the production phase, once the technical feasibility and commercial viability of a
mining operation has been established. At this stage, exploration and evaluation assets are reclassified
to mine properties.

Mine property and development assets are stated at historical cost less accumulated amortisation and
any accumulated impairment losses recognised. The initial cost of an asset comprises its purchase price
or construction cost, any costs directly attributable to bringing the asset into operation, the initial estimate
of the rehabilitation obligation, and for qualifying assets (where relevant), borrowing costs. Any ongoing
costs associated with mining which are considered to benefit mining operations in future periods are
capitalised.

The balance for mine property includes mine development assets and the expected cost for the
decommissioning, restoration and dismantling of an asset after its use.

(i) Amortisation
Development expenditure is amortised over the estimated useful life of the mine on a unit of production
basis. The unit of production method is applied based on assessments of proven and probable Ore

Reserves and a portion of Mineral Resources probable of extraction.

Resource and Reserves estimates are reviewed annually. The depreciation and amortisation expense
calculation reflect the estimates in place at the reporting date, prospectively.

Impairment of Non-Financial Assets

Non-financial assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable.

14
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Notes to the Consolidated Financial Report

An impairment loss is recognised for the amount by which the carrying amount of the asset exceeds its
recoverable amount. The recoverable amount is the higher of the fair value less costs of disposal and
value in use of an asset. For the purposes of impairment assessment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows.

Impairment loss related to non-financial assets is reviewed and may be reversed at subsequent
reporting dates. A reversal of previously recognised impairment loss is limited to the lesser of the amount
that would not cause the carrying amount to exceed its recoverable amount or the carrying amount that
would have been determined (net of accumulated depreciation) had no impairment loss been
recognised.

(g) Financial Assets

Financial assets are classified at initial recognition and subsequently measured at amortised cost, fair
value through other comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets at initial recognition that are debt instruments depends on the
financial asset’'s contractual cash flow characteristics and the Group’s business model for managing
them. With the exception of trade receivables, the Group initially measures a financial asset at its fair
value plus, in the case of a financial asset not at fair value through profit or loss, transaction costs. Trade
receivables are measured at the transaction price determined by the revenue recognition accounting
policy in note 2(s).

In order for a financial asset to be measured at amortised cost, it needs to give rise to cash flows that
are ‘solely payments of principal and interest’ (SPPI) on the principal amount outstanding. This
assessment referred to as the SPPI test is performed at an instrument level.

Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in four categories:

e Financial assets at amortised cost (debt instruments);

e Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt
instruments);

e Financial assets designated at fair value through OCI with no recycling of cumulative gains and
losses upon derecognition (equity instruments); or

¢ Financial assets at fair value through profit or loss.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading, financial
assets designated upon initial recognition at fair value through profit or loss, or financial assets
mandatorily required to be measured at fair value. Financial assets are classified as held for trading if
they are acquired for the purpose of selling or repurchasing in the near term. Derivatives, including
separated embedded derivatives, are also classified as held for trading unless they are designated as
effective hedging instruments. Financial assets with cash flows which do not pass the SPPI test are
classified and measured at fair value through profit or loss, irrespective of the business model. Debt
instruments may be designated at fair value through profit or loss on initial recognition if doing so
eliminates, or significantly reduces, an accounting mismatch.

Financial assets at fair value through profit or loss are carried in the statement of financial position at
fair value with net changes in fair value recognised in the profit or loss.

This category includes trade receivables subject to provisional pricing (QP adjustment), derivative
instruments and listed equity investments which the Group has not irrevocably elected to classify at fair
value through OCI. Dividends on listed equity investments are also recognised as other income in the
statement of profit or loss when the right of payment has been established.

15
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Notes to the Consolidated Financial Report

Financial assets at amortised cost (debt instruments)

The Group measures financial assets at amortised cost if both of the following conditions are met:

e The financial asset is held within a business model with the objective to hold financial assets in order
to collect contractual cash flows; and

e The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Financial assets at amortised cost are subsequently measured using the effective interest rate (EIR)
method and are subject to impairment. Interest received is recognised as part of finance income in the
profit or loss. Gains and losses are recognised in profit or loss when the asset is derecognised, modified
or impaired. The Group’s financial assets at amortised cost include trade receivables (not subject to
provisional pricing), other receivables and term deposits.

Derecognition
A financial asset is primarily derecognised when:

e The rights to receive cash flows from the asset have expired; or

e The Group has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a ‘pass-
through’ arrangement; and either (a) the Group has transferred substantially all the risks and
rewards of the asset, or (b) the Group has neither transferred nor retained substantially all the risks
and rewards of the asset, but has transferred control of the asset.

Impairment
The Group recognises an allowance for estimated credit losses (ECL’s) for all debt instruments not held

at fair value through profit or loss. ECL’s are based on the difference between the contractual cash flows
due in accordance with the contract and all the cash flows that the Group expects to receive, discounted
at an approximation of the original EIR. ECL’s are recognised in two stages. For credit exposures for
which there has not been a significant increase in credit risk since initial recognition, ECL’s are provided
for credit losses that result from default events that are possible within the next 12-months (a 12-month
ECL). For those credit exposures for which there has been a significant increase in credit risk since
initial recognition, a loss allowance is required for credit losses expected over the remaining life of the
exposure, irrespective of the timing of the default (a lifetime ECL).

For trade receivables (not subject to provisional pricing) and other receivables due in less than 12
months, the Group applies the simplified approach in calculating ECL’s. Therefore, the Group does not
track changes in credit risk, but instead, recognises a loss allowance based on the financial asset’s
lifetime ECL at each reporting date. For any other financial assets carried at amortised cost (which are
due in more than 12 months), the ECL is based on the 12-month ECL when there has not been a
significant increase in credit risk since origination. The 12-month ECL is the proportion of lifetime ECL’s
that results from default events on a financial instrument that are possible within 12 months after the
reporting date. When there has been a significant increase in credit risk since origination, the allowance
will be based on the lifetime ECL.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECL’s, the Group considers reasonable and supportable information
that is relevant and available without undue cost or effort. This includes both quantitative and qualitative
information and analysis, based on the Group’s historical experience and informed credit assessment
including forward-looking information.

The Group considers a financial asset in default when contractual payments are 90 days past due.
However, in certain cases, the Group may also consider a financial asset to be in default when internal
or external information indicates that the Group is unlikely to receive the outstanding contractual
amounts in full before taking into account any credit enhancements held by the Group. A financial asset
is written off when there is no reasonable expectation of recovering the contractual cash flows and
usually occurs when the asset is past due for more than one year and not subject to enforcement activity.
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(h)

1)

(k)

At each reporting date, the Group assesses whether financial assets carried at amortised cost are credit

impaired. A financial asset is credit-impaired when one or more events that have a detrimental impact
on the estimated future cash flows of the financial asset have occurred.

Inventories

Inventories comprise raw materials, stores and consumables, work in progress and finished goods.
Inventories are stated at the lower of cost and net realisable value. Net realisable value is the estimated
selling price in the ordinary course of business, less estimated costs of completion and less applicable
variable selling expenses.

Costs are assigned to individual items of inventory on the basis of weighted average costs. Costs include
the costs of direct materials, overburden removal, mining, processing, labour, related transportation
costs to the point of sale, an appropriate proportion of related production overheads, mine rehabilitation
costs incurred in the extraction process and other fixed and variable costs directly related to mining
activities.

Trade and Other Receivables

Trade receivables are carried at fair value. Provisional payments in relation to trade receivables are due
for settlement within 30 days from the date of recognition, with any mark to market adjustment due for
settlement usually from 60-120 days.

Other receivables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method, less provision for impairment. If collection of trade and other
receivables is expected in one year or less (or in the normal operating cycle of the business if longer),
trade and other receivables are classified as current assets. If not, they are presented as non-current
assets.

The Group recognises an allowance for ECL’s for all receivables not held at fair value through profit or
loss. ECL’s are based on the difference between the contractual cash flows due in accordance with the
contract and all the cash flows the Group expects to receive, discounted at an approximation of the
original effective interest rate (EIR). For receivables due in less than 12 months, the Group does not
track changes in credit risk, but instead, recognises a loss allowance based on the financial asset’s
lifetime ECL at each reporting date. The expected credit loss is based on its historical credit loss
experience in the past two years, current financial difficulties of the debtor and is adjusted for forward-
looking factors specific to the debtor and the economic environment. As at 31 December 2019 no
allowance for ECL’s has been recognised as it is expected that all receivable amounts will be received
in full when due.

Cash and Cash Equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term
highly liquid investments that are readily convertible to known amounts of cash, and bank overdrafts. In
the statement of financial position, bank overdrafts, if any, are shown within borrowings in current
liabilities.

Share Capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of tax, from the proceeds.
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() Mine Rehabilitation, Restoration and Dismantling Obligations

Provisions are made for the estimated cost of rehabilitation, restoration and dismantling relating to areas
disturbed during the mine’s operations up to the reporting date, but not yet rehabilitated. Provision has
been made in full for all the disturbed areas at the reporting date based on current estimates of costs to
rehabilitate such areas, discounted to their present value based on expected future cash flows. The
estimated cost of rehabilitation includes the current cost of recontouring, top soiling and revegetation to
meet legislative requirements. Changes in estimates are dealt with on a prospective basis as they arise.

Uncertainty exists as to the amount of rehabilitation obligations that will be incurred due to the impact
of changes in environmental legislation, and many other factors, including future developments,
changes in technology, price increases and changes in interest rates. The amount of the provision
relating to mine rehabilitation, restoration and dismantling obligations is recognised at the
commencement of the mining project and/or construction of the assets to date, where a legal or
constructive obligation exists at that time.

The provision is recognised as a liability, separated into current (estimated costs arising within 12
months) and non-current components, based on the expected timing of these cash flows. A
corresponding asset is included in mine property and property, plant and equipment, only to the extent
that it is probable that future economic benefits associated with the restoration expenditure will flow to
the entity, otherwise a corresponding expense is recognised in the statement of comprehensive income.

At each reporting date, the rehabilitation liability is remeasured in line with changes in discount rates,
and the expected timing or amounts of the costs to be incurred. Rehabilitation, restoration and
dismantling provisions are adjusted for changes in estimates. Adjustments to the estimated amount and
timing of future rehabilitation and restoration cash flows are a normal occurrence in light of the significant
judgements and estimates involved. Changes in the liability relating to mine rehabilitation, restoration
and dismantling obligations are added to or deducted from the related asset, other than the unwinding
of discount on provisions, which is recognised as a finance cost in the statement of comprehensive
income. Changes to capitalised costs result in an adjustment to future depreciation charges.

(m) Provisions and Contingent Liabilities

Provisions are recognised when the Group has a present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources will be required to settle the obligation, and the
amount has been reliably estimated.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognised
even if the likelihood of an outflow with respect to any one item included in the same class of obligations
may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the obligation. The increase in the provision due to the passage of time is recognised
as an interest expense.

A provision for onerous contracts is recognised when the expected benefits to be derived by the Group
from a contract are lower than the unavoidable cost of meeting its obligations under the contract.

The provision is measured at the present value of the lower of the expected cost of terminating the
contract and the expected net cost of continuing with the contract. A provision is recognised for the
amount expected to be paid under short-term or long-term incentive plans if the Group has a present
legal or constructive obligation to pay this amount as a result of past service provided by the employee
and the obligation can be estimated reliably.

Contingent liabilities are possible obligations that arise from past events and whose existence will only
be confirmed by the occurrence of one or more future events not wholly within the control of the Group.
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Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow
of economic benefits is remote.

(n) Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any difference between the proceeds (net of transaction costs)
and the redemption value is recognised in the statement of comprehensive income over the period of
the borrowings using the effective interest method.

Borrowings are removed from the statement of financial position when the obligation specified in the
contract is discharged, cancelled or expired. The difference between the carrying amount of the financial
liability and the consideration paid, including any non-cash assets, is recognised in the statement of
comprehensive income as finance costs.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after the reporting date.

(o) Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use or
sale, are added to the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale.

The capitalisation rate used to determine the amount of borrowing costs to be capitalised is the weighted
average interest rate applicable to the entity's outstanding borrowings during the period.

All other borrowing costs are recognised in profit and loss in the year in which they are incurred.
(p) Current and Deferred Income tax

Tax consolidated group

With effect from 11 December 2017, the Group became a member of the EMR Capital RF Il Golden
Grove, LP tax consolidated group. EMR Capital RF Il Golden Grove, LP is the head entity of the tax
consolidated group.

Members of the tax consolidated group entered into a tax sharing agreement that determines the income
tax liabilities between the entities should the head entity default on its tax payment obligations. In
accordance with the tax sharing agreement, EMR Capital RF 1l Golden Grove, LP is required to
determine the contribution amount for each member of the tax consolidated group on a stand-alone
basis. Possibility of default by the head entity is considered remote.

Tax expense/benefit, deferred tax liabilities and deferred tax assets arising from temporary differences
of the members of the tax consolidated group are recognized in the separate financial statements of the
members of the tax consolidated group using the ‘stand-alone taxpayer’ approach. Deferred tax on
temporary differences are measured in the separate financial statements on tax bases as determined
by the tax consolidated group.

Members of the tax consolidated group entered into a tax funding agreement that determined the
amount payable by each member for their portion of the group’s current tax and deferred tax liability.
The tax funding agreement determined that each member’'s funding amount was calculated as if the
member was a stand-alone entity and not an entity of the tax consolidated group.

Amounts payable to, or receivable by, each member of the group in relation to income tax liability or
benefit is recorded in the statement of financial position as intercompany tax funding payable or
intercompany tax funding receivable.
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(q) Trade and Other Payables

(r)

(s)

Trade and other payables are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest method.

Trade and other payables are classified as current liabilities if payment is due within one year or less
(or in the normal operating cycle of the business if longer). If not, they are presented as non-current
liabilities.

Employee Benefits
(i) Short-term employee benefits

Liabilities for wages and salaries, including non-monetary benefits and other short-term benefits
expected to be settled within 12 months of the reporting date are recognised in respect of
employees’ services up to the reporting date. They are measured at the amounts expected to be
paid when the liabilities are settled.

(i) Long-term employee benefits

The liability for long-term employee benefits including long service leave is recognised and
measured as the present value of expected future payments to be made in respect of services
provided by employees up to the reporting date using the projected unit credit method. Consideration
is given to future expected wage and salary levels, experience of employee departures and periods
of service. Expected future payments are discounted using market yields at the reporting date on
high quality corporate bonds with terms to maturity and currencies that match, as closely as possible,
the estimated future cash outflows.

Revenue from Contracts with Customers

The Group is principally engaged in the business of producing base and precious metals concentrates.
Revenue from contracts with customers is recognised when control of the goods is transferred to the
customer at an amount that reflects the consideration to which the Group expects to be entitled in
exchange for those goods or services. The Group has generally concluded that it is the principal in its
revenue contracts because it typically controls the goods before transferring them to the customer.

For the Group’s metal in concentrate sales not sold under Cost Insurance and Freight (CIF) Incoterms,
the performance obligation is the delivery of the concentrate. For the Group’s metal in concentrate sales
sold under CIF Incoterms, the Group is also responsible for providing freight/shipping services. In these
situations, the freight/shipping services also represent separate performance obligations.

(i) Concentrate sales

Revenue is initially recognised based on the most recently determined estimate of metal in
concentrate using the expected value approach based on initial internal assay and weight results.
The Group has determined that it is highly unlikely that a significant reversal of the amount of
revenue recognised will occur due to variations in assay and weight results. Subsequent changes
in the fair value based on the customer’s final assay and weight results are recognised in revenue
at the end of the QP.

The majority of the Group’s sales of metal in concentrate are sold under CIF and allow for price
adjustments based on the market price at the end of the relevant QP stipulated in the contract.
These are referred to as provisional pricing arrangements where the selling price for metal in
concentrate is based on prevailing spot prices on a specified future date after shipment to the
customer. Adjustments to the sales price then occur based on movements in quoted market prices
up to the end of the QP. The period between provisional invoicing and the end of the QP can be
between one and five months.
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Revenue is recognised when control passes to the customer, which occurs at a point in time when
the metal in concentrate is physically transferred onto a vessel as a majority of the Group’s sales of
metal in concentrate are sold under CIF. The revenue is measured at the amount to which the Group
expects to be entitled, being the estimate of the price expected to be received at the end of the QP,
i.e., the forward price, and a corresponding trade receivable is recognised.

For these provisional pricing arrangements, any future changes that occur during the QP are
embedded within the provisionally priced trade receivables. Given the exposure to the commodity
price, these provisionally priced trade receivables will fail the cash flow characteristics test and will
be required to be measured at fair value through profit or loss from the time of initial recognition until
the date of settlement. These subsequent changes in fair value are recognised in profit or loss each
period and presented in other revenue. Changes in fair value until the end of the QP, are estimated
by reference to updated forward market prices for the metal in concentrate as well as taking into
account relevant other fair value considerations, including interest rate and credit risk adjustments.

Shipping services

For CIF arrangements, the transaction price (as determined above) is allocated to the metal in
concentrate and shipping services using the relative stand-alone selling price method. Under these
arrangements, a portion of consideration is received from the customer at, or around, the date of
shipment under a provisional invoice. Therefore, some of the upfront consideration that relates to
the shipping services yet to be provided is deferred. It is then recognised as revenue over time using
an output method (being days of shipping/transportation elapsed) to measure progress towards
complete satisfaction of the service as this best represents the Group’s performance. This is on the
basis that the customer simultaneously receives and consumes the benefits provided by the Group
as the services are being provided. The costs associated with these shipping services are also
recognised over the same period of time as incurred.

(t) Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract
conveys the right to control the use of an identified asset for a period of time in exchange for consideration.

The Group applies a single recognition and measurement approach for all leases, except for short-term
leases and leases of low-value assets. The Group recognises lease liabilities to make lease payments and
lease assets representing the right to use the underlying assets.

(i)

Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e. the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any re-measurement of lease
liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised, initial
direct costs incurred, and lease payments made at or before the commencement date less any
lease incentives received. Unless the Group is reasonably certain to obtain ownership of the leased
asset at the end of the lease term, the recognised right-of-use assets are depreciated on a straight-
line basis over the shorter period of its estimated useful life and the lease term (2-7 years). Right-
of-use assets are subject to impairment.

Lease liabilities

At the commencement date of the contract identified as containing a lease, the Group recognises
lease liabilities measured at the present value of lease payments to be made over the lease term.
The lease payments include fixed payments (including in-substance fixed payments) less any lease
incentives receivable, variable lease payments that are based on an index or rate and amounts
expected to be paid under residual value guarantees. The lease payments also include the exercise
price of a purchase option reasonably certain to be exercised by the Group and payments of
penalties for terminating a lease, if the lease term reflects the Group exercising the option to
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terminate. The variable lease payments that do not depend on an index or a rate are recognised as
an expense in the period on which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses the incremental borrowing rate
at the lease commencement. After the commencement date, the amount of lease liabilities is
increased to reflect the accretion of interest and reduced for the lease payments made. In addition,
the carrying amount of lease liabilities is remeasured if there is a modification, a change in the lease
term, a change in the in-substance fixed lease payments or a change in the assessment to purchase
the underlying asset.

(iii) Short-term leases and leases of low-value assets

Payments associated with short-term leases and leases of low-value assets are recognised on a
straight-line basis as an expense in profit or loss. Short-term leases are leases with a lease term of
12 months or less from the commencement date and do not contain a purchase option. Low-value
assets comprise of office equipment.

(u) Dividend distribution

(v)

Dividends are recognised as a liability in the year in which the dividends are approved by the Company’s
Shareholders or the Board, as appropriate.

Goods and services tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, except:

o When the GST incurred on a sale or purchase of assets or services is not payable to or recoverable
from the taxation authority, in which case the GST is recognised as part of the revenue or the
expense item or as part of the cost of acquisition of the asset, as applicable; and

o When receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the statement of financial position. Commitments and contingencies are
disclosed net of the amount of GST recoverable from, or payable to, the taxation authority.

Cash flows are included in the statement of cash flows on a gross basis and the GST component of
cash flows arising from investing and financing activities, which is recoverable from, or payable to, the
taxation authority is classified as part of operating cash flows.

(w) New, revised or amended Accounting Standards or Interpretations

(i) New and revised standards effective for the year ended 31 December 2020

Amendments to AASB 3: Definition of a Business

The amendment to AASB 3 Business Combinations clarifies that to be considered a business, an
integrated set of activities and assets must include, at a minimum, an input and a substantive process
that, together, significantly contribute to the ability to create output. Furthermore, it clarifies that a
business can exist without including all of the inputs and processes needed to create outputs. These
amendments had no impact on the Group, but may impact future periods should the Group enter into
any business combinations.

Amendments to AASB 7, AASB 9 and AASB 139 Interest Rate Benchmark Reform

The amendments to AASB 9 and IAS 39 Financial Instruments: Recognition and Measurement provide
a number of reliefs, which apply to all hedging relationships that are directly affected by interest rate
benchmark reform. A hedging relationship is affected if the reform gives rise to uncertainty about the
timing and/or amount of benchmark-based cash flows of the hedged item or the hedging instrument.
These amendments have no impact on the Group as it does not have any interest rate hedge
relationships.
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Amendments to AASB 16 Covid-19 Related Rent Concessions

The amendments provide relief to lessees from applying AASB 16 guidance on lease modification
accounting for rent concessions arising as a direct consequence of the Covid-19 pandemic. As a
practical expedient, a lessee may elect not to assess whether a Covid-19 related rent concession from
a lessor is a lease modification. A lessee that makes this election accounts for any change in lease
payments resulting from the Covid-19 related rent concession the same way it would account for the
change under AASB 16, if the change were not a lease modification. The amendment had no impact on
the Group as no the Group did not enter into any Covid-19 related rent concession arrangements with
the lessors.

AASB 2018-7 Amendments to AAS — Definition of Material

The amendments align the definition of ‘material’ across AASB 101 and AASB 108 and clarify certain
aspects of the definition. The new definition states that, ’Information is material if omitting, misstating or
obscuring it could reasonably be expected to influence decisions that the primary users of general
purpose financial statements make on the basis of those financial statements, which provide financial
information about a specific reporting entity.

The amendments clarify that materiality will depend on the nature or magnitude of information, or both.
An entity will need to assess whether the information, either individually or in combination with other
information, is material in the context ofthe financial statements. The amendment did not impact the
Group’s financial statements.

(ii) New and revised standards not yet effective for the year ended 31 December 2020

Certain new accounting standards and interpretations have been published that are not mandatory for
the year ended 31 December 2020. The Group has reviewed these new accounting standards and
interpretations and concluded that adoption of these new accounting standards and interpretations is
not expected to have a significant impact on the financial performance and position of the Group.

Critical Accounting Estimates and Judgements

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year are discussed below.

Estimates and judgements

(i)

Revenue recognition

Control of the product is transferred to the customer when the copper concentrate is physically
transferred onto a vessel as this coincides with the transfer of legal title and the risk and rewards of
ownership as a majority of the Group’s sales of metal in concentrate are sold under CIF.

Revenue is initially recognised based on the most recently determined estimate of contained metal in
concentrate based on initial internal assay and weight results. The Group has determined that it is highly
unlikely that a significant reversal of the amount of revenue recognised will occur due to variations in
assay and weight results. Subsequent changes in value based on the customer’s final assay and weight
results are recognised in revenue.

Mine rehabilitation, restoration and dismantling obligations

Provision is made for the anticipated costs of future restoration, rehabilitation and dismantling of mining
areas from which natural resources have been extracted in accordance with the accounting policy.

23



EMR CAPITAL GOLDEN GROVE PTY LTD

CONSOLIDATED FINANCIAL REPORT
For the year ended 31 December 2020

Notes to the Consolidated Financial Report

These provisions include future cost estimates associated with reclamation, plant closures, waste site
closures, monitoring, demolition, decontamination, water purification and permanent storage of
historical residues. These future cost estimates are discounted to their present value. The calculation
of these provision estimates requires assumptions such as the application of environmental legislation,
the scope and timing of planned activities, available technologies, engineering cost estimates and
discount rates. A change in any of the assumptions used may have a material impact on the carrying
value of mine rehabilitation, restoration and dismantling provisions. For non-operating sites, changes
to estimated costs are recognised immediately in the statement of comprehensive income.

The discount rate used in the calculation of the provision as at 31 December 2020 equalled 3.0% (2019:
1.992%). The cash flows have been discounted over a 26 year life (2019: 28 years) taking into account
when the rehabilitation activities will be undertaken.

(iii) Mineral Resources and Ore Reserves estimates

The estimated quantities of economically recoverable Mineral Resources and Ore Reserves are based
upon interpretations of geological and geophysical models and require assumptions to be made
regarding factors such as estimates of short and long-term exchange rates, estimates of short and long-
term commodity prices, future capital requirements and future operating performance. Changes in
reported Reserves and Resources estimates can impact the carrying value of property, plant and
equipment through depreciation, provisions for mine rehabilitation, restoration and dismantling
obligations, the recognition of deferred tax assets, as well as the amount of depreciation and
amortisation charged to the statement of comprehensive income. The changes are effective from the
next financial year following completion of the updated Reserve and Resource estimates by the Group’s
competent person.

(iv) Recoverability of non-financial assets

Impairment assessments require the use of estimates and assumptions such as long-term commodity
prices (considering current and historical prices, price trends and related factors), discount rates,
operating costs, future capital requirements, closure and rehabilitation costs, exploration potential,
reserves and operating performance (which includes production and sales volumes). These estimates
and assumptions are subject to risk and uncertainty. Therefore, there is a possibility that changes in
circumstances will impact these projections, which may impact the recoverable amount of assets and/or
CGUs. In such circumstances, some or all of the carrying amount of the assets/CGUs may be further
impaired or the impairment charge reduced with the impact recognised in the statement of profit or loss.

Lease term under AASB 16

In determining the lease term, management considers all facts and circumstances that create an
economic incentive to exercise an extension option, or not exercise a termination option. Extension
options (or periods after termination options) are only included in the lease term if the lease is reasonably
certain to be extended (or not terminated). This determination is reviewed if a significant event or a
significant change in circumstances occurs that is within the control of the lessee.

(vi) Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in its leases. Therefore, it uses the relevant
incremental borrowing rate (IBR) to measure lease liabilities. The IBR is the rate of interest that the
Group would have to pay to borrow over a similar term, and with a similar security, the funds necessary
to obtain an asset of a similar value to the right-of-use asset in a similar economic environment. The
IBR, therefore, reflects what the Group would have to pay, which requires estimation when no
observable rates are available and to make adjustments to reflect the terms and conditions of the lease.
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(vii)Coronavirus (COVID-19) Pandemic

Judgement has been exercised in considering the impacts that the COVID-19 pandemic has had, or
may have, on the Group based on known information. This consideration extends to the nature of the
products and services offered, customers, supply chain, staffing and geographic regions in which the
Group operates. There does not currently appear to be either any significant impact upon the financial
statements or any significant uncertainties with respect to events or conditions which may impact the
consolidated entity unfavourably as at the reporting date or subsequently as a result of the COVID-19
pandemic.

Restatement of comparative information

The comparative information in the consolidated statement of comprehensive income and consolidated
statement of cash flows has been restated to align with changes in presentation in the current year. These
changes in presentation were made to better reflect the results of the Group’s operations. The changes in
presentation in the consolidated statement of comprehensive income relate to:

Presenting interest income as finance income which was previously included in other income
Presenting gain/loss on sale of property, plant and equipment separately on the face of the consolidated
statement of comprehensive income which was previously included in other income

Presenting net foreign exchange gain/(loss) separately on the face of the consolidated statement of
comprehensive income which was previously included in other income/other expenses as appropriate.

The changes in presentation in the consolidated statement of cash flows relate to:

Receipt from customers and payment to suppliers, employees and others have been reduced by
$47,286,000 in 2019 to reflect net cash received under the sales contracts with customers.

Payment for short-term leases and variable lease payments not included in the measurement of lease
liabilities has been increased by $2,010,000 with a corresponding reduction in payment to suppliers,
employees and others reduced as a portion of variable lease payments were included in payment to
suppliers, employees and others in 2019.
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NOTE 3: REVENUE

a) Revenue from contracts with customers

Revenue from sale of concentrate (point in time)
Revenue from shipping services (over time)
Total revenue from contracts with customers

Realised and unrealised fair value movements on receivables subject

to QP adjustment
Total Revenue

b) Revenue from contracts with customers by type of product/service

Zinc concentrate
Copper concentrate
HPM concentrate
Shipping revenue

NOTE 4: EXPENDITURE

(a) Cost of sales

Mining cost

Processing costs

Site services cost

Depreciation and amortisation
Stockpile movements

Government royalties

Other production and shipping costs

(b) Administration expenses
Other administration expenses

Included in Cost of sales and Administration expenses is an amount of
$35.24 million (2019: $33.64 million) relating to employee benefits
expense.

(c) Other expenses
Credit loss on other receivables

(d) Net gain on derivative financial instruments

Realised loss on derivative financial instruments
Unrealised gain on derivative financial instruments

2020 2019
$°000 $°000
420,284 463,035
11,412 10,356
431,696 473,391
2,755 27
434,451 473,418
90,044 162,390
194,929 168,274
135,311 132,371
11,412 10,356
431,696 473,391
144,030 127,162
69,384 62,909
23,894 22,020
56,148 50,139
5,615 (7,973)
15,312 19,995
11,456 10,357
325,839 284,609
3,710 4,036
3,710 4,036
3,988 -
3,988 -
(502) -
8,861 -
8,359 -
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NOTE 5: FINANCE INCOME

Interest income calculated using the effective interest rate method
NOTE 6: FINANCE COSTS

Interest expense

Interest expense on lease liabilities

Loss on derecognition of bank borrowings
Unwinding of discount on provision for rehabilitation

NOTE 7: INCOME TAX
The major components of income tax expense are:

Current income tax charge

Deferred tax relating to temporary differences

Adjustment in respect of income and deferred tax of prior year
- Income
- Deferred tax

Income tax expense

Reconciliation of income tax expense to accounting profit:
Accounting profit before income tax

Income tax at the Australian tax rate of 30% (2019: 30%)
Increase/(decrease) in income tax due to:

Other

Adjustment in respect of income and deferred tax of prior year
Income tax expense

Movement in deferred income tax

Opening balance
Charged to profit or loss
Closing balance

2020 2019
$'000 $'000
287 1,579
287 1,579
13,304 8,562
633 1,106
2,978 -
1,317 1,858
18,232 11,526
18,026 48,259
16,983 5,340
(3,092) (2,282)
2,597 2,415
34,514 53,732
118,208 179,884
35,462 53,065
(453) (366)
(495) 133
34,514 53,732
(21,981) (14,226)
(19,580) (7,755)
(41,561) (21,981)
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Deferred tax asset/(liabilities) comprises temporary differences attributable
to:

Deferred tax asset

Provision for employee benefits

Provision for rehabilitation and restoration
Other

Deferred tax liabilities

Receivables

Property, plant and equipment including assets under construction
Exploration expenditure

Mine properties

Other

Net deferred tax (liability)

Intercompany tax funding payable

NOTE 8: CASH AND CASH EQUIVALENTS

Cash on hand and at bank

2020 2019
$°000 $°000
1,728 1,875

19,495 19,837
1,136 3,669
22,359 25,381
(5,572) (82)
(15,909) (13,114)
(7,793) (4,870)
(26,527) (28,453)
(8,119) (843)

(63,920) (47,362)

(41,561) (21,981)
3,617 14,975

107,215 115,966

The distribution of cash to shareholders is subject to ensuring a minimum prescribed cash balance and
compliance with covenants which are included in the Group’s Syndicated Facility Agreement (note 16).
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2020 2019
$’000 $°000
NOTE 9: TRADE AND OTHER RECEIVABLES
Current
Trade receivables — at fair value 16,081 11,086
Other receivables — at amortised cost 3,648 1,897
Security deposits — at amortised cost 67 67
Total current trade and other receivables 19,796 13,050
Non-current
Trade receivables — at amortised cost - 4,401
Total non-current trade and other receivables - 4,401
Total trade and other receivables 19,796 17,451

Trade receivables (subject to provisional pricing) are non-interest bearing, are exposed to future commodity
price movements over the QP and, hence, fail the SPPI test and are measured at fair value up until the date
of settlement. These trade receivables are initially measured at the amount which the Group expects to
receive, being the estimate of the price expected to be received at the end of the QP. Approximately 90 -
100% of the provisional invoice (based on the provisional price (calculated as the average price in the week
prior to delivery)) is received in cash when the goods are loaded onto the ship, which reduces the initial
receivable recognised. The QP’s can range between one and five months post shipment and final payment
is due within 30 days from the end of the QP.

NOTE 10: DERIVATIVE FINANCIAL INSTRUMENTS

The Group has entered into the following commodity swaps for gold (“swaps”). The swaps are accounted
for at fair value throught profit or loss.

2020 2019
Amounts recognised in balance sheet $°000 $°000
Gold swaps (at fair value) — current 2,763 -
Gold swaps (at fair value) — non-current 6,098 -
Total Derivative financial assets 8,861 -

The fair value of the swaps is presented as current assets or liabilities to the extent they are expected to be
settled within 12 months after the end of the reporting period.
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Amounts recognised as fair value in profit or loss

Gold swap Financial Term Ounces Contract Fair value at
contracts instrument Price $ per 31 Dec 2020

classification ounce $°000
Gold swap — AU$  Fair value through Expiry 27,424 2,595.44 3,905
denominated profit of loss September 2025
contract
Gold swap — AU$  Fair value through Expiry 27,424 2,584.17 3,603
denominated profit of loss  September 2025
contract
Gold swap — Fair value through Expiry 5,084 2,595.44 706
AU$ profit of loss July 2023
denominated
contract
Gold swap — Fair value through Expiry 5,084 2,584.17 647
AU$ profit of loss July 2023
denominated
contract

8,861

The resulting $8.86 million (2019: Nil) fair value of these swaps have been recognised in the statement of
financial position as financial assets at fair value. These amounts are neither past due nor impaired. The
maximum credit exposure of these derivative assets is the carrying value. The Group mitigates the risk by

entering into swaps contracts with reputable counterparties and partners.

The commodity swaps are valued using valuation techniques, which employ the use of market observable
inputs. The most frequently applied valuation techniques include forward pricing and swap models using
present value calculations. The models incorporate various inputs including the credit quality of

counterparties and forward price curves of the underlying commodity.

2020 2019
$°000 $°000

NOTE 11: INVENTORIES
Concentrates 5,263 4,395
Ore stockpiles 7,872 14,355
Consumables 14,213 13,012
Provision for obsolete stock — consumables (2,310) (2,035)
25,038 29,727

All inventory is valued at cost except for the Zinc concentrate stockpile amounting to $2.7 million (2019:

$3.6 million) which has been recorded at net realisable value.
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2020 2019
$°000 $°000
NOTE 12: EXPLORATION AND EVALUATION EXPENDITURE
Balance at the beginning of the year 16,235 12,523
Expenditure for the year 9,740 3,712
Balance at the end of the year 25,975 16,235

Recoverability of the carrying amount of exploration and evaluation assets is dependent on the successful
development and commercial exploitation of areas of interest and the sale of minerals, or the sale of the

respective areas of interest.

The Group did not recognise any impairment charges during the current or previous reporting period.

NOTE 13: MINE PROPERTIES

Balance at the beginning of the year 195,289 163,699
Development expenditure incurred during the year 38,608 43,375
Transfers from property, plant and equipment (note 14) 2,323 9,378
Movements in rehabilitation obligations (2,460) (1,745)
Amount amortised during the year (22,929) (19,418)
Balance at the end of the year 210,831 195,289
Gross carrying amount — at cost 282,760 245,800
Accumulated depreciation and amortisation (71,929) (50,511)
Net carrying amount 210,831 195,289

The Group did not recognise any impairment charges during the current or previous reporting period.

Refer to note 16 for all encumbrances in relation to mine properties.

31



EMR CAPITAL GOLDEN GROVE PTY LTD

CONSOLIDATED FINANCIAL REPORT
For the year ended 31 December 2020

Notes to the Consolidated Financial Report

NOTE 14: PROPERTY, PLANT & EQUIPMENT

As at 31 December 2020

Gross carrying amount — at cost
Balance at the beginning of year
Additions

Transfers

Write off of plant and equipment
Balance at the end of year

Accumulated depreciation and impairment
Balance at the beginning of year
Depreciation for the year

Write off of plant and equipment

Balance at the end of year

Net book value

As at 31 December 2019

Gross carrying amount — at cost
Balance at beginning of year
Additions

Transfers

Balance at the end of year

Accumulated depreciation and impairment
Balance at the beginning of year
Depreciation for the year

Balance at the end of year

Net book value

Refer to note 16 for all encumbrances in relation to property, plant and equipment.

Capital

Land and Plant and work in
buildings machinery  progress Total
$°000 $°000 $°000 $°000
34,445 135,387 15,653 185,485
- - 35,557 35,557
- 8,854 (11,177) (2,323)
- (777) - (777)
34,445 143,464 40,033 217,942
(11,095) (45,510) - (56,605)
(2,060) (16,008) - (18,069)
- 724 - 724
(13,155) (60,794) - (73,949)
21,290 82,670 40,033 143,993
34,114 127,824 6,076 168,014
- - 26,849 26,849
331 7,563 (17,272) (9,378)
34,445 135,387 15,653 185,485
(8,679) (29,886) - (38,565)
(2,416) (15,624) - (18,040)
(11,095) (45,510) - (56,605)
23,350 89,877 15,653 128,880
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2020 2019
$°000 $°000
NOTE 15: TRADE AND OTHER PAYABLES
Trade payables 6,516 4,767
Accruals:
- Operational 26,653 18,624
- Government royalties 4,819 6,763
Other creditors 157 1,257
Goods received not invoiced 1,856 2,394
40,001 33,805
NOTE 16: INTEREST BEARING LIABILITIES
Current
Insurance premium funding 494 261
Syndicated Facility — Term loan 28,013 23,035
Total current borrowings 28,507 23,296
Non-current
Syndicated Facility — Term loan 191,763 82,726
Total non-current borrowings 191,763 82,726
Total borrowings 220,270 106,022

During the year, the Group refinanced its Syndicated Facility, which resulted in additional banks coming
into the lending syndicate, and increased the limit on the term loan from US$150 million to US$170 million
and on the revolving capital facility from US$10 million to US$20 million. The amount outstanding on the
term loan at the reporting date was US$170 million (2019: US$76 million). The term loan has fixed quarterly
repayments commencing 31 March 2021 with the final repayment due on 30 September 2025. The facility
is secured over the entire present and future undertaking, assets and rights of EMR Golden Grove Pty Ltd
and its immediate parent entity, EMR Golden Grove Holdings Pty Ltd.

2020 2020 2019 2019
US$’000 A$°000 US$’000 A$’000

Undrawn facilities available at balance date:
Syndicated Facility — Revolving capital facility 20,000 25,949 10,000 14,259

20,000 25,949 10,000 14,259

The weighted average effective interest on the term facility is as follows:

2020 2019
% %
Term facility 3.72 5.10
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NOTE 17: LEASES

The Group has contracts which contain a lease for various items of land and buildings and plant and
machinery used in its operations. These right-of-use assets have lease terms between 2-7 years. There
are several contracts which contain a lease that include extension and termination options and variable

payments, which are further discussed below.

The Group also has certain contracts which contain a lease with terms of 12 months or less and contracts
which contain a lease of low value. The Group applies the ‘short-term lease’ and ‘lease of low-value assets’

recognition exemptions for these.
a) Amounts recognised in the balance sheet

() Right-of-use assets

As at 1January 2019

Right-of-use assets recognised during the year
Depreciation expensed during the year

As at 31 December 2019

Right-of-use assets recognised during the year
Right-of-use assets derecognised during the year
Depreciation expensed during the year

As at 31 December 2020

(i) Lease liabilities

As at 1 January

Leases recognised during the year
Leases derecognised during the year
Repayment during the year

As at 31 December

Current

Non-current

Total

Land & Plant &
Buildings Equipment Total
$°000 $°000 $°000
827 27,161 27,988
- 1,823 1,823
(166) (12,516) (12,682)
661 16,468 17,129
6 28,384 28,390
- (5,266) (5,266)
(168) (14,984) (15,152)
499 24,602 25,101
2020 2019
$°000 $°000
14,320 27,988
26,939 1,823
(3,816) -
(13,374) (15,491)
24,069 14,320
19,102 11,184
4,967 3,136
24,069 14,320
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2020 2019
$°000 $°000
b) Amounts recognised in the statement of profit or loss
Depreciation expense on right-of-use assets 15,151 12,682
Interest expense on lease liabilities 633 1,106
Expense relating to short-term leases 206 2,262
Expense relating to low-value assets - -
Expense relating to variable lease payments not included in the
measurement of the lease liability 7,693 6,305

The total cash outflow for leases in 2020 was $21.9 million (2019: $22.9 million).

The variable lease payments relate to contracts which are based on usage (tonnes moved and
equipment hired).

NOTE 18: PROVISIONS

Current
Employee benefits 5,953 5,567
5,953 5,567

Non-current

Provision for rehabilitation and restoration 64,982 66,125

Employee benefits 776 467
65,758 66,592

Total provisions 71,711 72,159

Movement in rehabilitation and restoration

Carrying amount at the beginning of the financial year 66,125 66,012

Change in scope of restoration provision (2,460) (1,745)

Accretion expense 1,317 1,858

Carrying amount at the end of the financial year 64,982 66,125

The rehabilitation provision is based on the net present value of the estimated cost of rehabilitating and
restoring the environmental disturbance which is expected to be incurred up to the end of the life of mine
plan. Significant estimates and assumptions are made in determining the rehabilitation provision so there
are numerous factors that will affect the ultimate liability payable. These factors include estimates of the
extent and costs of rehabilitation activities, technological charges, regulatory charges, cost increases as
compared to the inflation rates and changes in discount rates. These uncertainties may result in future actual
expenditure differing from the amounts currently provided. The provision at the reporting date represents
management’s best estimate of the present value of the future rehabilitation costs required.

The discount rate used in the calculation of the provision as at 31 December 2020 equalled 3.0% (2019:

1.992%). The cash flows have been discounted over a 26 year life (2019: 28 years) taking into account
when the rehabilitation activities will be undertaken.
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2020 2019
$°000 $°000
NOTE 19: CONTRIBUTED EQUITY
Ordinary share capital
Ordinary fully paid shares 89,877 122,641
Movement in equity during the year:
Balance at the beginning of the year 122,641 122,641
Shares bought back during the year (32,764) -
Balance at the end of the year 89,877 122,641
2020 2019
Number Number
Movement in number of shares during the year:
Balance at the beginning of the year 122,641,443 122,641,443
Shares bought back during the year (32,763,533) B
Balance at the end of the year 89,877,910 122,641,443

On 22 May 2020, the Company completed a share buyback of 32,763,533 shares, at a share price of $5.42
(US$3.51) per share, with all the shares bought back subsequently cancelled. The issued capital has been
reduced pro-rata based on the number of shares bought back, with the excess consideration of
$143,266,000 for the 32,763,533 ordinary shares bought back being recorded in a capital distribution
reserve in the statement of changes in equity. There was no movement in ordinary share capital in the prior
year.

Ordinary shares entitle the holder to share dividends and the proceeds on winding up of the Company in
proportion to the number of and amounts paid on the shares held. Every share is entitled to one vote
equally.

The Group’s and the parent entity’s objectives when managing capital are to safeguard their ability to
continue as a going concern, so that they can continue to provide returns for shareholders and benefits for
other stakeholders and to maintain a capital structure that is appropriate for the Group’s current and/or
projected financial position. In order to maintain or adjust the capital structure, the Group may adjust the
amount of dividends paid to shareholders (if any), returns of capital to shareholders, buybacks of its shares,
the issue new shares, the level of borrowing from financiers or the sale of assets to reduce debt.

The Group monitors the adequacy of capital by analysing cash flow forecasts over the term of the Life of
Mine for each of its projects. Appropriate capital levels are maintained to ensure that all approved
expenditure programs are adequately funded. This funding is derived from an appropriate combination of
debt and equity. The Group is not subject to any externally imposed capital management requirements.
NOTE 20: RESERVES

Capital Distribution Reserve

The capital distribution reserve records the excess consideration paid on buy back of ordinary shares when
the consideration paid for a share buy back exceeded the issue price of the shares.
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NOTE 21: CONTINGENT LIABILITIES

The Directors are not aware of any contingent liabilities which require disclosure in the financial statements
for the year ended 31 December 2020 (2019: Nil).

NOTE 22: EXPLORATION COMMITMENTS

In order to maintain current rights of tenure to exploration tenements, the Group is required to outlay rentals
and to satisfy minimum expenditure requirements which total $1,295,000 (2019: $1,538,000) over the next
12 months, in accordance with agreed work programmes submitted over the Group’s exploration licences.
Financial commitments for subsequent periods are contingent upon future exploration results. There are
no material exploration commitments further out than one year.

2020 2019

$°000 $°000
NOTE 23: CASH FLOW STATEMENT
Reconciliation of net profit for the year to cash inflows from operations
Net profit from ordinary activities after income tax 83,694 126,152
Adjustment for:
Depreciation and amortisation 56,148 50,139
Gain on sale of property, plant and equipment (44) -
Net realisable value write-down for Zinc concentrate stockpiles 1,985 1,758
Movement in foreign exchange rates (26,807) 3,164
Rehabilitation and restoration provision accretion 1,317 1,858
Interest and other costs of finance accrued 3,318 8,563
Unrealised gain on derivative financial instruments (8,359) -
Loss on derecognition of bank borrowings 2,978 -
Amortisation of capitalised borrowing costs 5,187 -
Credit loss on trade receivables 3,988 -
Other 112 -
Changes in working capital:
Trade and other receivables (10,734) (6,920)
Inventories 2,705 (9,541)
Trade and other payables 6,196 1,827
Provisions 695 (36)
Deferred tax relating to temporary differences 19,580 3,765
Current income tax charge (11,357) 7,758
Net cash inflows from operations 130,602 188,487
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Reconciliation of liabilities arising from financing activities

Non-cash changes

Leases
1 January recognised Foreign 31 December
2020 during the Exchange 2020
$°000 Cash Flows year Movement Other $°000
Interest bearing liabilities (106,022) (143,694) - 31,031 (1,585) (220,270)
Lease liabilities (14,320) 13,374 (26,939) - 3,816 (24,069)
Total liabilities from financing activities (120,342) (130,320) (26,939) 31,031 2,231 (244,339)

Non-cash changes

1 January Foreign 31 December

2019 Adoption of Exchange 2019

$’000 Cash Flows AASB 16 Movement Other $’000

Interest bearing liabilities (162,142) 57,278 - (1,120) (38) (106,022)
Lease liabilities - 15,491 (29,811) - - (14,320)

Total liabilities from financing activities (162,142) 72,769 (29,811) (1,120) (38) (120,342)




EMR CAPITAL GOLDEN GROVE PTY LTD

CONSOLIDATED FINANCIAL REPORT
For the year ended 31 December 2020

Notes to the Consolidated Financial Report
NOTE 24: FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks, including commodity price risk, interest rate
risk, currency risk, credit risk and liquidity risk. The Group’s overall risk management program focuses on
the unpredictability of financial markets and seeks to minimise potential adverse effects on the Group’s
financial performance. The senior executives of the Group meet on a regular basis to analyse treasury risks
and evaluate treasury management strategies in the context of the prevailing economic conditions and
forecasts. Risk management policies are approved and reviewed by the Board on a regular basis.

The Group’s financial instruments consist of deposits with banks, derivatives (swaps), accounts receivables
and payables, loans and leases. The totals for each category of financial instruments are as follows:

2020 2019
Note $°000 $°000
Financial assets

Cash and cash equivalents 8 107,215 115,966
Trade and other receivables 9 19,796 17,451
Derivative financial instruments 10 8,861 -
135,872 133,417

Financial liabilities
Trade and other payables 15 40,001 33,805
Interest bearing liabilities 16 220,270 106,022
Lease liabilities 17 24,069 14,320
Intercompany tax funding payable 7 3,617 14,975
287,957 169,122

Commodity price risk

The prices of copper, zinc, lead, gold and silver are affected by numerous factors and events that are beyond
the control of the Group. These metal prices change on a daily basis and can vary significantly up and down
over time. The factors impacting metal prices include both broader macro-economic developments and
micro-economic considerations relating more specifically to the particular metal concerned.

The following table details the sensitivity of the Group’s financial assets balance to movements in commodity
prices. As at 31 December 2020, the Group’s provisionally priced sales contract amounted to $241 million
(US$166 million) (2019: $177 million (US$123 million)). At the reporting date, if commodity prices
increased/(decreased) by 10% and all other variables were held constant, the Group’s after tax profit/loss
would have changed as set out below:

2020 2019

Commodity Increase Decrease Commodity Increase Decrease
Price Profit Profit Price Profit Profit
Movement $°000 $°000 Movement $°000 $°000

Concentrate
Copper 10% 14,679 (14,679) 10% 6,407 (6,407)
HPM 10% 5,024 (5,024) 10% 4,810 (4,810)
Zinc 10% 4,353 (4,353) 10% 6,483 (6,483)
Total 24,056 (24,056) 17,700 (17,700)

The Group has entered into gold commodity swaps in order to compy with terms of the Syndicated Facility.
The exposure to gold commodity swaps is detailed in Note 10.
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Interest rate risk

The Group is exposed to interest rate risk primarily through interest bearing borrowings and cash holdings.
Deposits and borrowings at variable rates expose the Group to fair value interest rate risk. Details of the
Group’s cash and cash equivalents have been disclosed in note 9, whilst details of the Group’s borrowings
are set out in note 17. The Group monitors its interest rate risk to ensure that there are no undue exposures
to significant interest rate movements.

At the reporting date the interest rate profile of the Group’s interest-bearing financial instruments was:

2020 2019
$°000 $°000
Fixed rate instruments

Term deposits 50 14,259
Interest bearing liabilities (493) (261)
Lease liabilities (24,069) (14,320)
(24,512) (322)

Variable rate instruments
Cash and cash equivalents 107,165 101,706
Interest bearing liabilities (219,777) (105,761)
(112,612) (4,055)

Cash flow sensitivity analysis for variable rate instruments
A change of 25 basis points in interest rates would have increased or decreased equity and before tax
profit/loss by the amounts shown below. This analysis assumes all other variables remain constant.

2020 2020 2019 2019
$°000 $°000 $°000 $°000
Variable rate instruments 25bp increase 25bp decrease 25bp increase 25bp decrease
Profit or loss (282) 282 (10) 10
Total equity (282) 282 (10) 10

Currency risk
The Group is exposed to currency risk from bank balances, payables and receivables that are denominated
in a currency other than the functional currency of the Group, being Australian dollars.

The Australian dollar carrying amount of the Group’s financial assets and liabilities by its currency risk
exposure at the reporting date is disclosed below:

2020 2019
USD exposure $°000 $°000
Cash and cash equivalents 105,218 109,321
Trade and other receivables 16,022 11,056
Prepayments 803 55
Trade and other payables (3,424) (204)
Interest bearing liabilities (220,130) (105,937)
Net exposure (101,511) 14,291
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The following significant exchange rates applied during the year:

Average rate 31 Dec spot rate
2020 2019 2020 2019
AUD:USD 0.6904 0.6952 0.7707 0.7013

Sensitivity analysis

Based on the financial instruments held at reporting date, had the functional currency
weakened/strengthened by 10% and all other variables held constant, the Group’s after tax profit/loss for
the year would have been $10.2 million lower/higher (2019: $1.43 million lower/higher).

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial
loss to the Group. Credit risk arises from cash and deposits and commodity swaps with financial institutions
as well as credit exposures to outstanding receivables.

The Group is exposed to counterparty credit risk through sales of metal products on normal terms of trade,
through deposits of cash held with financial institutions and commodity swaps held with financial institutions.
The most significant exposure to credit risk is through sales of metal products on normal terms of trade. The
majority of sales for mining operations were made under contractual arrangements whereby provisional
payment is received promptly after delivery and is generally 90-100% of estimated value at that time.

At the reporting date the carrying amounts of financial assets are adjusted for any impairment and represent
the Group’s maximum exposure to credit risk, excluding the value of any collateral or other security, which
was as follows:

2020 2019
$°000 $°000
Financial assets
Cash and cash equivalents 107,215 115,966
Trade and other receivables 19,796 17,451
Derivative financial instruments 8,861 -
Net exposure 135,872 133,417

The maximum exposure to credit risk for financial assets at the reporting date by geographic region was:

Australia 109,711 121,349
Asia 3,002 3,828
Europe 16,839 5,856
USA 6,320 2,384

135,872 133,417
Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with
financial liabilities. The Group manages liquidity risk by conducting regular reviews of the timing of cash
outflows and short and long-term cash flow forecasts in order to ensure sufficient funds are available to
meet its obligations.
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Financial liability maturity analysis

More
Carrying 0-6 6-12 1-2years 2-5years than 5
amount Total months months years
$°000 $°000 $°000 $°000 $°000 $°000 $°000

31 December 2020
Trade and other payables 40,001 40,001 40,001 - - - -
Bank borrowings 219,776 251,106 10,085 22,623 33,774 184,624 -
Insurance funding 494 496 496 - - - -
Lease liabilities 24,069 24,640 10,321 9,293 4,713 313 -
284,340 316,243 60,903 31,916 38,487 184,937 -

31 December 2019
Trade and other payables 33,805 33,805 33,805 - - - -
Bank borrowings 105,761 119,262 11,289 18,172 39,225 50,576 -
Insurance funding 261 275 275 - - - -
Lease liabilities 14,320 14,846 5,821 5,804 2,802 285 134
154,147 168,188 51,190 23,976 42,027 50,681 134

NOTE 25: FAIR VALUE MEASUREMENT

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based on
the presumption that the transaction to sell the asset or transfer the liability takes place either:

¢ In the principal market for the asset or liability; or

¢ In the absence of a principal market, in the most advantageous market for the asset or liability.

The fair value of an asset or a liability is measured using the assumptions that market participants would
use when pricing the asset or liability, assuming that market participants act in their economic best interest.
The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data
are available to measure fair value, maximising the use of relevant observable inputs and minimising the
use of unobservable inputs.

Fair value measurement

The categories of financial assets measured at fair value for the Group are trade receivables (note 9) and
gold commodity swaps (note 10). The fair value measurement is classified as Level 2 on the fair value
hierarchy.

The carrying value of other financial assets and liabilities approximate fair value.

Fair value hierarchy

All assets for which fair value is recognised or disclosed are categorised within the fair value hierarchy,

based on the lowest level input that is significant to the fair value measurement as a whole, as follows:

o Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

e Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable.

e Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

There were no transfers between Level 1 and Level 2 fair value measurements and no transfers into or out
of Level 3 fair value measurements, during the year ended 31 December 2020 or the comparative period
ended 31 December 2019.
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NOTE 26: RELATED PARTIES

Key management personnel remuneration

Key management personnel (KMP) are accountable for planning, directing and controlling the affairs of the

Group. Details of remuneration provided to key management personnel are as follows:

2020 2019

$ $

Short-term employment benefits 3,240,735 2,892,258
Long-term benefits - -
Post-employment benefits 145,578 108,577
Termination benefits - 37,751
3,386,313 3,038,586

Other related party transactions

There were no transactions with key management personnel and related parties during the year other than

as disclosed elsewhere in the financial statements (2019: nil).

2020 2019
$ $
NOTE 27: AUDITORS’ REMUNERATION
Ernst & Young
Audit services 168,500 162,500
Other services - -
168,500 162,500

NOTE 28: EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the net profit for the year by the weighted average number

of ordinary shares outstanding during the year.

The basic and diluted earnings per share are the same as there are no instruments on issue that have a

dilutive effect on earnings.

2020
Net profit attributable to ordinary shareholders ($000) 83,694
Weighted average number of ordinary shares 102,624,271
Basic and diluted earnings per ordinary share ($) 0.82

2019

126,152
122,641,443
1.03

There have been no other transactions involving ordinary shares or potential ordinary shares between the

reporting date and the date of authorisation of these financial statements.
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NOTE 29: SEGMENT DISCLOSURES

An operating segment is a component of the Group that engage in business activities from which it may
earn revenue and incur expenditure and about which financial information is available that is evaluated
regularly by the Group’s Chief Operating Decision Makers (CODM) in deciding how to allocate resources

and in assessing performance.

The Group has one reportable segment, “Golden Grove Operations and Exploration”, which is the Group’s
strategic business unit. The notes to the financial statements reflect the results of this single business unit.

Information about geographical areas and product

All of the Group’s revenue is generated from the Golden Grove Mine in Western Australia. In 2020, based
on instructions received from customers, a majority of the product was sent to Asia for processing (97%
(2019: 92%)) with the remainder (3% (2019: 5%)) to Australia for processing.

Four customers (2019: three customers) individually accounted for more than ten percent of total revenue
during the year. Sales revenue from these major customers ranged from 15%-27% of total revenue, in
combination contributing approximately 86% of total revenue (2019: 70%).

NOTE 30: PARENT ENTITY DISCLOSURES

The disclosure below relates to the parent entity, EMR Capital Golden Grove Pty Ltd (the parent entity):

2020 2019

$°000 $°000
Current assets 3,890 4,218
Non-current assets 89,979 122,640
Current liabilities - intercompany loans (4,127) (4,122)
Net assets 89,742 122,736
Contributed equity 89,877 122,641
Retained earnings (135) 95
Total equity 89,742 122,736
Profit/(loss) for the parent entity (230) 73
Total comprehensive profit/(loss) for the parent entity (230) 73

The Company is in a net current liability position at 31 December 2020 of $236,000 (2019: net current asset
of $96,000) due to the intercompany loans. The related parties have confirmed they will not call the loans
within the next 12 months from the date of this report.

Guarantees entered into by the parent entity
The parent entity has not provided any securities or guarantees over its assets.

Contingent liabilities
The parent entity did not have any contingent liabilities at 31 December 2020 (2019: Nil).

Capital commitments
The parent entity did not have capital commitments at 31 December 2020 (2019: Nil).
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NOTE 31: SUBSEQUENT EVENTS

There have not been any events that have arisen in the interval between the end of the financial year and
the date of this report or any other item, transaction or event of a material and unusual nature likely, in the
opinion of the Directors, to materially affect the operations of the Company, the results of those operations
or the state of affairs of the Company, in future financial years.

NOTE 32: PARENT AND THE ULTIMATE PARENT OF THE GROUP

The parent entity of EMR Capital Golden Grove Pty Ltd and the ultimate parent entity of the Group is EMR
Capital GP Il Golden Grove Pty Ltd.

NOTE 33: CONTROLLED ENTITIES

The consolidated financial statements of the Group include:

2020 2019
Principal Country of % equity % equity
Activity  incorporation interest interest
EMR Golden Grove Holdings Pty Ltd Holding Australia 100% 100%
Company
EMR Golden Grove Pty Ltd Copper & Australia 100% 100%
Zinc mining
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DIRECTORS’ DECLARATION
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In the opinion of the Directors:
(a) the financial statements and notes of the Group are in accordance with the Corporations Act

2001, including:

0] giving a true and fair view of the Group’s financial position as at 31 December 2020 and
of its performance for the year ended on that date; and

(i) complying with Australian Accounting Standards and the Corporations Regulations
2001;

(b) the financial statements and notes also comply with International Financial Reporting Standards
as disclosed in note 1; and

(c) there are reasonable grounds to believe that the Company will be able to pay its debts as and
when they become due and payable.
On behalf of the Directors

O 2//47”/

Owen Hegarty
Chairman
10 March 2021
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Independent auditor’'s report to the members of EMR Capital Golden Grove
Pty Ltd

Opinion

We have audited the financial report of EMR Capital Golden Grove Pty Ltd (the Company) and its
subsidiaries (collectively the Group), which comprises the consolidated statement of financial position
as at 31 December 2020, the consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then ended,
notes to the financial statements, including a summary of significant accounting policies, and the
directors’ declaration.

In our opinion, the accompanying financial report of the Group is in accordance with the Corporations
Act 2001, including:

a. Giving a true and fair view of the consolidated financial position of the Group as at 31 December
2020 and of its consolidated financial performance for the year ended on that date; and

b. Complying with Australian Accounting Standards and the Corporations Regulations 2001.

Basis for opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further described in the Auditor’s responsibilities for the audit of the financial
report section of our report. We are independent of the Group in accordance with the auditor
independence requirements of the Corporations Act 2001 and the ethical requirements of the
Accounting Professional and Ethical Standards Board's APES 110 Code of Ethics for Professional
Accountants (including Independence Standards) (the Code) that are relevant to our audit of the
financial report in Australia. We have also fulfilled our other ethical responsibilities in accordance with
the Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Information other than the financial report and auditor’'s report thereon

The directors are responsible for the other information. The other information is the directors’ report
accompanying the financial report.

Our opinion on the financial report does not cover the other information and accordingly we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial report, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
report or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

A member firm of Ernst & Young Global Limited FDLCEMR:054

Liability limited by a scheme approved under Professional Standards Legislation
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Responsibilities of the directors for the financial report

The directors of the Company are responsible for the preparation of the financial report that gives a
true and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001
and for such internal control as the directors determine is necessary to enable the preparation of the
financial report that gives a true and fair view and is free from material misstatement, whether due to
fraud or error.

In preparing the financial report, the directors are responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

Auditor’'s responsibilities for the audit of the financial report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with the Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of this financial report.

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional
judgment and maintain professional scepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial report, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

» Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

» Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the financial report or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’'s report. However, future events or conditions may cause the Group to
cease to continue as a going concern.

A member firm of Ernst & Young Global Limited
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» Evaluate the overall presentation, structure and content of the financial report, including the
disclosures, and whether the financial report represents the underlying transactions and events
in @ manner that achieves fair presentation.

» Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the financial report. We are
responsible for the direction, supervision and performance of the Group audit. We remain solely
responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

W%}j

Ernst & Young

T

Fiona Drummond
Partner
Perth

10 March 2021
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