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GALAXY RESOURCES LIMITED

ANNUAL REPORT 2008

Chairman’s Review

Dear Shareholders,
On behalf of the Directors of Galaxy Resources Limited (“Galaxy”), it is with pleasure that I present to you the 2008 Annual Report for Galaxy
Resources Limited.
The past year has been one of significant exploration success for Galaxy at its flagship Mt Cattlin Lithium/Tantalum Project with activities focussed
on completion of resource definition drilling and a pre feasibility study into the viability of producing spodumene (lithium) and tantalum concentrates
from Mt Cattlin. In addition exploration was conducted at the Shoemaker Project with focus on initial evaluation of hematite iron mineralisation.
At Mt Cattlin a maiden resource estimate and pre-feasibility study was completed in December 2007and during January 2008 a decision was made
to proceed with a Bankable Feasibility Study (BFS) into the development of an open pit mine and concentrator. The scope of the BFS was
expanded to include the production of lithium carbonate either at Ravensthorpe or in JV with an offshore partner after modelling and financial
analysis indicated significant value would be added by further processing of the spodumene concentrate.
Since early 2008 a significant amount of publicity has centred on the potential growing demand for lithium raw materials in the coming few years. In
particular, a number of automobile manufacturers have either announced their intention to produce hybrid electric vehicles (HEV) or electric
vehicles [EV] by as early as 2010. Further , several have partnered with battery makers to develop production capacity for lithium ion/polymer
batteries required for both HEV and EV.
Galaxy is well placed to benefit from this strong movement toward production of HEV and EV which is likely to result in increasing demand for
lithium worldwide. This is on top of the strong growth already being seen in demand for lithium ion batteries for personal electronic devices.
Notwithstanding the current difficult share market conditions ,the board believes Galaxy is focussed on a commodity that now appears to be in
strong demand. As the world moves toward alternative energy sources, particularly for motor vehicles, lithium demand should increase as lithium
ion batteries appear to be the power source of choice.
Over the next twelve months, the Company intends to focus on Mt Cattlin and undertake further work on its other projects; in particular, the
manganese potential at Ravensthorpe.
I would like to thank my fellow Directors, the management team lead by Michael Fotios, and you, our shareholders, for your support during the year.
I am certain that the next twelve months will be exciting times for the Company as it continues to progress its strategy to develop the Mt Cattlin
Lithium and Tantalum Project to production status.
Yours sincerely,

Craig Readhead
Chairman
20 October 2008
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Review of Operations
OVERVIEW
Galaxy holds a portfolio of five exploration and development projects at various stages of development covering a range of commodities with a
focus on lithium/tanlalum, manganese, base metals (copper-gold, copper-zinc and nickel-copper), gold, iron ore, rare earths and uranium.
The projects are:
•
•
•
•
•

Ravensthorpe
Ponton
Shoemaker
Connolly
Boxwood Hill

Lithium/tantalum, manganese, base metals, gold and iron ore
Rare earths and uranium
Base metals, precious metals and iron ore
Base and precious metals
Base and precious metals

The extent of development of each project varies from having advanced targets at Ravensthorpe (Cattlin Creek Prospect-tantalum/lithium and
Elverdton prospect-copper/gold) to advance drill targets (Ravensthorpe – West River and McMahon) and green fields targets based on
interpretation of geological structures in what are believed by the Board to be prospective geological settings (Ponton, Shoemaker, Connolly and
Boxwood Hill).
RAVENSTHORPE
The Ravensthorpe project consists of a number of tenements covering 185 km2 which have been grouped into six separate areas including Mt
Cattlin, McMahon, Elverdton, West Kundip, Aerodrome and Bakers Hill/West River.
Mt Cattlin
The feasibility program being undertaken at Mt Cattlin has focussed on M74/12 and included resource definition drilling, metallurgical test work,
process/plant design, capital/processing cost estimation, geological modelling/resource estimation and mine planning
The results of an independent resource estimation of the Mt Cattlin Lithium/Tantalum deposit were released in December 2007. The geological
model was prepared by Galaxy and the estimation was prepared by resource consultants Hellman and Schofield Pty Ltd. This initial estimate gives
mineral resources for the Mt Cattlin Deposit of 2.03 million tonnes of spodumene and 6.62 million pounds of Ta2O5 reported below in accordance
with the JORC Code and Guidelines. The classification of the Mt Cattlin mineral resource is shown below in table 1 and a summary of the
estimation methodology utilised is included at the end of the operations review.
Category

Tonnes

Ta2O5 ppm

Li %

Li2O ppm

Li2O %

Spodumene %

Measured
Indicated

2,028,715
10,141,524

182
114

0.29
0.32

6249
6958

0.62
0.70

9.19
10.23

Inferred

12,602,066

113

0.20

4295

0.43

6.32

TOTAL
24,772,306
119
0.26
5545
0.55
8.15
Table 1: Mt Cattlin global mineral resource estimate >=0 ppm Li2O cutoff grade and upper grade threshold modulation. Figures in the above table
may not sum due to rounding
Within this global resource a higher grade resource of 1.81 million tonnes spodumene and 3.80 million lbs Ta2O5 can be delineated. The
classification of this mineral resource is shown below in table 2.
Category

Tonnes

Ta2O5 ppm

Li %

Li2O ppm

Li2O %

Spodumene %

Measured
Indicated

1,090,066
6,417,133

177
125

0.50
0.47

10658
10203

1.07
1.02

15.67
15.00

Inferred

4,797,911

140

0.45

9600

0.96

14.12

TOTAL
12,305,110
135
0.46
10008
1.00
14.72
Table 2: Mt Cattlin global resource estimate >=4000 ppm Li2O cutoff grade and upper grade threshold modulation. Figures in the above table may
not sum due to rounding
Geological modelling of the pegmatite has confirmed the original conceptual extent and highlighted its continuity over a significant area measuring
approximately 1500 by 1000 metres (figure 1). The pegmatite is cut by a northeast/southwest trending dolerite dyke that is in turn affected by later
faulting. It is also important to note that the flat lying pegmatite outcrops in the central zone and that the base of the pegmatite is no greater than 80
metres below the surface, potentially making the entire deposit amenable to open pit mining.
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Figure 1: Perspective view of geological model used for resource estimation

Following finalisation of the initial resource estimates the pre feasibility study (PFS) was completed indicating the viability of a mining and
processing operation. The study highlighted that at Pre-Feasibility levels of confidence, Mt Cattlin is an attractive project that is capable of
generating significant revenues over a mine life based on current mineral resource estimates of 10 years. The project is robust and retains
significant upside. Details of the study are:
Mining
Feed for the proposed processing facility is provided by the open pit mining of a flat-lying pegmatite sheet, containing spodumene, quartz, feldspar,
mica and trace tantalite minerals using conventional mining methods. Contract mining has been assumed, with all necessary support services
included in the quoted unit rates for ore and waste movement.
Processing
For the purpose of the study, a mining and processing rate of 1 Mtpa ore has been assumed. Conventional crushing, heavy media separation,
grinding and classification circuits comprising the following key process steps have been proposed:
•
•
•
•
•
•

Crushing and screening of ROM ore to -12mm
Heavy media separation (HMS) at sg 2.9
Grinding, classification and wet magnetic fractionation of the HMS sinks (spodumene primary concentrate)
Gravity concentration (spirals and wet tables) of tantalite minerals
Contract dressing and packaging of tantalite concentrates
Drying, packaging and storage of spodumene product

Capital Cost Estimate
Capital costs have been determined on the basis of new equipment for processing plant and infrastructure. Contractors have been used for mining
and related activities.
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The capital estimate is based on the construction of a 1Mtpa Spodumene open pit mining and processing operation. This data includes purchase
pricing for plant and equipment, material take off’s and applied schedule of rates from recent existing contracts. Some historic data base costs were
escalated where appropriate to reflect current market values.
Mining is assumed to be by contract, with only minimal capital expenditure required by the project principal for this activity.
The capital cost estimate is presented in Australian dollars (AUD$) current for the 4th quarter 2007 and considered to be to ±30% order of
magnitude.
Process plant EPCM tailings and infrastructure
Mining Prestrip and other (provisional)

$34 million
$ 6 million

Operating Cost Estimate
The operating cost estimate is based on the consultants in-house data and industry standard rates current at fourth quarter, 2007, to an accuracy of
±30%.
Operating costs exclude statutory charges, head office costs and corporate overheads, including tenement maintenance, but include an estimate of
mining costs based on a global mining resource and pit design and current typical contract unit rates. No provision has been made for rehabilitation
costs.

Description

A$000’s pa

A$ / tonne ore

A$ / tonne cons

Mining

11,648

11.65

99.84

Power

5,440

5.44

46.63

Consumables
(inc. maintenance spares)

2,933

2.93

25.14

Contract Services
(inc. freight to port)

7,887

7.89

67.60

Labour

4,086

4.09

35.02

937

0.94

8.03

32,931

32.93

282.27

General & Administration
TOTAL CASH COSTS
Table 3. Operating Cost Summary
Concentrate Grade and Recovery
Spodumene

For this study, a head grade of 1.00% Li2O has been assumed, at an overall recovery indicated by the metallurgical test work completed to date of
70% into a concentrate assaying 6.00% Li2O. The mass balance yields a concentrate production of 116,666 tpa from a 1.0Mtpa head feed. Further
upgrading will be examined as part of a detailed design and cost study if warranted.
Tantalite
Based on historical metallurgical test work the expected recovery and grade of coarse tantalite from the jig circuit should serve to offset lower
values of both from the slimes (and possibly magnetic) circuits, so that a value of 65% has been used for the global recovery of tantalite into final
shipping concentrates, at a grade of 25% Ta2O5. Primary concentrate grade prior to final dressing has been assumed to be 10% Ta205.
Marketing
Galaxy has commenced discussions with customers for spodumene and tantalum concentrates. Current prices for spodumene concentrate grading
6% Li2O range from US$400 to US$500 per tonne and for tantalum concentrate from US$45 to US$50 per lb contained Ta2O5.
Following completion of the PFS the board decided to proceed with a bankable feasibility study (BFS) after review of modelling and financial
analysis that indicated significant value would be added by further processing of the spodumene concentrate the scope of the BFS was expanded
to include the production of lithium carbonate either at Ravensthorpe or in JV with an offshore partner.
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Bakers Hill/West River
This area is located approximately 18 kilometres southwest of Ravensthorpe and is held 100% except for E74/287 in which Galaxy has an 80%
interest. Exploration in the area has focussed on the potential for copper-zinc-lead and nickel mineralisation. Ground EM and MMR surveys were
completed on selected base metal targets identified by earlier airborne VTEM and along with lithium/tantalum bearing pegmatites, identified by
previous exploration, will be the subject of future programs.
West Kundip
West Kundip is located at the contact between the Archaean Ravensthorpe Greenstone Belt and Proterozoic Mt Barren Group about 8 kilometres
south of Ravensthorpe, Western Australia.
Previous exploration has focussed on assessment of a Proterozoic dolomite unit for its acid neutralising value with a minor amount of sampling
conducted on outcrops of massive manganese mineralisation. Assays of one sample of the manganese mineralisation returned a value of 38% Mn,
3.22% Fe, 2.801% Si, 0.03% P and 2.00% Al.
Assays of one metre samples from historic drill holes targeted at the dolomite have returned values between 1% and 12.9% Mn in the upper parts
of several holes to a depth of about 10 metres. In some instance manganese enriched dolomite was intersected over several metres down hole.
The orientation of this mineralisation and its relationship to the outcrops of massive manganese mineralisation is unknown. Further exploration is
planned to identify the extent of the mineralisation using geological mapping/sampling, geophysics and RC drilling.
Elverdton Joint Venture
Western Copper Pty Limited (a wholly owned subsidiary of Pioneer Nickel Limited) has a 75% interest in the Project. Galaxy Resources Limited
has a 25% contributing interest.
Located approximately 10km from Ravensthorpe WA and 180km from the Esperance Port, the Company initially targeted the historical Mt
Desmond and Elverdton copper mines, however emphasis has now changed to the Mt Chester Manganese Project, located within a granted mining
lease. The project is accessed by sealed road and has scheme electricity running through the tenement.
Manganese Potential
Rock-chip assays from a geochemistry program which targeted the out-cropping manganese-rich horizon returned very significant values above
30% Mn, to a maximum value of 49% Mn over a strike length of 500m. Soil covers the horizon at each end; however soil samples anomalous in
manganese may indicate obscured strike extensions.
The mineralised horizon was previously tested by an adit at approximately 30m below the surface, which was dug before 1909. The adit was
mapped and sampled during the 1980s by Metana Minerals NL, with a report recording 15m at 17.7% Mn from the sampling. No other work is
evident. The mineralogy of samples collected by Pioneer from the adit dumps indicates that the predominant manganese mineral is the high value
pyrolusite.
The joint venture views that the Mt Chester Prospect has the potential to provide high-grade manganese ore and notes the favourable proximity to
the deep water port of Esperance, a strategic advantage should drilling prove successful.
An initial 250m of strike length will be drilled to provide orientation material and subsequent programs will test the full strike length of outcrop and
other manganese anomalies in the area. Key elements to be tested include how wall rocks would respond in a mining proposition and the capacity
of the mineralisation to respond to beneficiation.
Mt Desmond–Elverdton Copper-Gold Prospect
Copper-gold mineralisation intersected in drilling is interpreted to occur as thin, discontinuous lenses, and it is considered unlikely that a significant
underground mining proposition exists directly beneath the workings. Better results were returned from the northern Mt Desmond Mine to PLP
Workings where extensions to mineralisation remain untested, assuming a shallow northerly plunge.
Aerodrome
Pioneer Nickel Limited has the right to earn a 75% interest in the Aerodrome Nickel Project from Galaxy through sole funding exploration
expenditure totalling $0.5 million. The project is prospective for massive nickel sulphide mineralisation.
The Aerodrome JV Project is located approximately 5kilometres west of Ravensthorpe, Western Australia. The project covers 12 strike kilometres
of the Aerodrome Ultramafic Unit and is approximately 45km2 in area. Soil geochemistry and geological mapping was completed over areas of
ultramafic stratigraphy, VTEM and MLTEM anomalies. Coincident nickel-copper-PGE anomalies were identified adjacent to magnetic highs
warranting further work.
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SHOEMAKER
The Shoemaker project comprises three granted exploration licences is located in the southern Proterozoic Earaheedy Basin about 830km
northeast of Perth covering an area of 605km2 over the Shoemaker Meteorite Impact crater. Targets exist for iron ore, base metal, and gold
mineralisation possibly related to hydrothermal activity created by the impact. About 25% of the world’s known impact structures are associated
with economic mineralisation and 12% contain resources that have been or are being developed. Field reconnaissance completed in December
2007 identified significant potential for high grade hematite iron formation.
PONTON
The Ponton project is located about 190km east of Kalgoorlie at the south-eastern margin of the Archaean Yilgarn Craton. Previous exploration has
focussed on rare earth mineralisation associated with possible carbonatite intrusions and uranium mineralisation hosted by Tertiary sandstone,
siltstone and calcrete. The proposed target of exploration will be to identify extensions to existing rare earth mineralisation and assess the potential
for potential uranium mineralisation similar to that identified to the northwest by earlier explorers.
CONNOLLY
The Connolly project is located 1225 kilometres northeast of Perth in the south-eastern part of the Canning Basin and is thought to be a Meteorite
Impact Structure similar to Shoemaker with similar discovery potential. Galaxy’s 100% owned exploration licence covers an area of 170 km2 is
awaiting grant.
BOXWOOD HILL
Boxwood Hill consists of three exploration licence applications totalling 605km2 located 370km south east of Perth, at the convergence of a number
of complex intersecting geological structures. It is believed that the intersection of these structures and related tectonic activity may provide for the
formation of dilational sites prospective for base and precious metals. Galaxy has identified a number of targets prospective for base metal
mineralisation that will be evaluated once the tenements are granted.

Resource Estimation Summary
Galaxy recently completed a resource drilling program over the Mt Cattlin deposit during the second half of 2007. Drill testing over the area has
been variably in filled to three primary pattern densities, 20mEx20mN in the north of the area, 40mEx40mN in the central and eastern portion of the
area of interest and 40mEx80mN in the western and southern portions of the area of interest.
The complete historical and recent resource development drilling data set for the Mt Cattlin project totals 712 collar records and 9482 assay
records. The data set contains 625 RC drillholes totalling 25169.5m, 23 diamond drillholes (“DD”) totalling 622.76m, 41 non-specific open hole
drillholes (“OH”) totalling 647m and 23 RAB drillholes totalling 402m.
Geological interpretation by Galaxy of drillhole cross sections was completed and then wireframed utilising Micromine software to create a three
dimensional geological model.
The resource model was undertaken using a multiple pass, 3D ordinary kriging approach with the search aligned parallel to the strike and dip of the
mineralisation. Hellman & Schofield’s proprietary software, GS3 was used for estimation. This approach was validated against the original data on
section and in plan. A separate estimate was completed using different criteria and a different operator. The results are close to those reported
here. Variables modelled included Li and Ta using Ordinary Kriging with search radii of 20mE by 20mN by 5mRL on the first three passes and
40mE by 40mN by 5mRL on the fourth and final extra inferred pass. Several iterations of the modelling process were undertaken to ensure that the
most realistic outcome was obtained and that the model properly reflected the underlying data. The block grades from GS3 were then imported into
a Micromine 3D model, trimmed to the existing geological model wireframe and regularised for later use in mine planning software.
Estimates of mineral resources in this report are presented above a nominal zero and 4000ppm Li2O cut-off. A zero cut-off is used on the
assumption that the whole geological pegmatite unit may be mined with no grade selection.
The information in this report which relates to resources is based on information compiled by Mr Michael Fotios who is Managing Director of the
Company and who is a Member of the Australasian Institute of Mining and Metallurgy. Modelling and Resource estimation was undertaken by Mr
Robert Spiers a full time employee of Hellman and Schofield Pty Ltd and who is a Member of the Australian Institute of Geoscientists. Mr Fotios
and Mr Spiers have sufficient experience which is relevant to the style of mineralisation and type of deposit under consideration and to the activity
which they are undertaking to qualify as a Competent Person as defined in the 2004 Edition of the “Australasian Code for Reporting of Exploration
Results, Mineral Resources and Ore Reserves”. Mr Fotios and Mr Spiers consent to the reporting of this information in the form and context in
which it appears.
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The Directors present their report on the consolidated entity consisting of Galaxy Resources Limited and the entity it controlled at the end of the
year ended 30 June 2008.

DIRECTORS

The Directors of the Company during and since the end of the financial year are:
C L Readhead (Chairman)
M G Fotios (Managing Director)
R J Wanless
I KS Tan – appointed 18 September 2008

PRINCIPAL ACTIVITIES

The principal activities of the Company during the course of the financial year were exploration for minerals. There was no significant change in the nature of
these activities during the financial year.

RESULTS

The net amount of consolidated loss of the economic entity for the financial year after income tax was $ 393,120 (2007 loss $374,168).

DIVIDENDS

No dividends have been paid by the Company during the financial year ended 30 June 2008, nor have the Directors recommended that any
dividends be paid.

REVIEW OF OPERATIONS

During the year the Company activities focussed on the completion of a pre-feasibility study including inaugural resource estimate for the Mt Cattlin
lithium/tantalum project at Ravensthorpe in Western Australia. After analysis of the positive outcome from the study it was decided to proceed
immediately to a Bankable Feasibility Study (BFS) into the development of Mt Cattlin. Initial review of the information also indicated that further
processing of the spodumene (lithium) concentrate to produce lithium carbonate would potentially provide a significant value add and it was
decided to include a lithium carbonate production step in the BFS. The BFS including lithium carbonate production is expected to be completed by
the end of December 2008.
At the Elverdton and Aerodrome prospects (both joint ventures with Pioneer Nickel Limited) work completed during the year included airborne
geological mapping, RC drilling, diamond drilling and geochemical sampling. Airborne Interpretation of airborne VTEM and magnetic surveys at the
West River and McMahon prospects was completed and identified several anomalies that require follow u ground EM and drill testing.
Surface rock chip sampling, gravity surveys and satellite photography were completed at the Shoemaker project focussed on the delineation of
hematite iron mineralisation within the Proterozoic Frere Formation. A number of zones of mineralisation were identified some returning significant
iron content and along with targets delinated by the gravity surveys will be followed up with further mapping, sampling and RC drill testing.
The Company raised capital of $2.25 million by way of placement of 5,000,000 shares at 0.45 cents each to State One Stock Broking in June 2008.
The Company also acquired Telescopium Resources Limited as a wholly owned subsidiary in March 2008.

SIGNIFICANT CHANGES IN STATE OF AFFAIRS

The state of affairs of the Company was not affected by any significant changes during the year.

MATTERS SUBSEQUENT TO THE END OF THE FINANCIAL YEAR

No matters or events have arisen since the end of the financial year, which significantly affected the operations of the Company, the results of the
Company or the state of affairs of the Company.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS OF OPERATIONS

The Company intends to continue exploration and development of its existing tenements and to seek investment opportunities in the resources
industry.
Further information on likely developments in the operations of the Company and expected results of operations have not been included in this
report because the directors believe it would be likely to result in unreasonable prejudice to the Company.
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PARTICULARS OF DIRECTORS’ QUALIFICATIONS, EXPERIENCE AND SPECIAL RESPONSIBILITIES

Craig Readhead B Juris, LL.B. Age 54
Mr Readhead is a lawyer with thirty (30) years legal and corporate advisory experience with specialisation in the resources sector, including the
implementation of large scale mining projects both in Australia and overseas. Mr Readhead is a former president of the Australian Mining and
Petroleum Law Association and is the managing partner of specialist mining and corporate law firm, Pullinger Readhead Lucas. Mr Readhead is
chairman of Heron Resources Limited (2001 to current), Agincourt Resources Limited (2003 to April 2007) and is a non executive director of Mount
Gibson Iron Limited (2002 to current), Frankland River Olive Company Limited (2000 to current) and India Resources Limited (January 2007 to
current). He was also a director of Nickelore Limited (formerly Halcyon Group Limited) (April 2000 to October 2007).
Mr Readhead is non-executive Chairman of the Company and a member of the Audit and Remuneration Committees.
Michael George Fotios Bsc (Hons Geology) MAusIMM Age 46
Mr Fotios has qualifications in Geology specialising in Economic Geology with extensive experience in exploration throughout Australia working
with gold, base metals, tantalum, tin and nickel from exploration to feasibility over the last 25 years. He previously held positions with Homestake
Australia Limited and Sons of Gwalia Limited. He was Managing Director and a Director with Tantalum Australia NL (now ABM Resources Ltd)
from September 1999 to October 2005. Mr Fotios is Managing Director of the Company.
Robert J Wanless Age 60
Mr Wanless is a prospector and mining investor with over 33 years mining industry experience. He was employed by Placer Exploration Limited as
a professional prospector and exploration supervisor covering SE Asia and Australia including exploration at Laloki, Watnut and Pleysumi (PNG)
and throughout Western Australia. Since then he has embarked on all aspects of mineral exploration, assessment, acquisition, field work,
development and mining focussing on Western Australia. He has negotiated numerous mining related sales and joint venture agreements with
publicly listed companies involving gold and base metal properties. Recently he has managed the Alicia Gold Mine in the Laverton district in WA.
He is founding director of ASX listed Red 5 Ltd (formerly Greenstone Resources NL) and is responsible for the Company’s Ravensthorpe WA
nickel, gold and tantalum exploration and development activities.
Mr Wanless is a non-executive director of the Company and a member of the Audit and Remuneration Committees.
Iggy KS Tan BSc, MBA, MAICD Age 45
Mr Tan is an experienced operations manager with over 22 years of experience in the mining and chemical industry. He has also a proven
background in both marketing and business development. Mr Tan has been in managerial roles with SCM Chemicals & Sons of Gwalia; and
General Manager roles at Westlime, Iluka Resources (MW), Imdex Minerals and Metals X Limited. His responsibilities have included the
commissioning and operations management of several significant mining and processing projects in Western Australia. Mr Tan managed the
Lithium Mineral and Lithium Carbonate plants at Sons of Gwalia, Greenbushes operations in 1995.
Mr Tan is currently Managing Director of Nickelore Limited. During his time at Iluka, he won the Prime Minister’s Community and Business
Partnership award for industry commitment to local communities in WA. Mr Tan is a former Chairman of the Western Australian Chamber of
Minerals and Energy’s (CME) Murchison Regional Council. He is also a member of the Australian Institute of Company Directors.

JOINT COMPANY SECRETARIES

Lindsay A Colless CA, FCID Age 63
Mr Colless is Chairman of Mineral Administration Services Pty Ltd, a Western Australian based company that provides management, company
secretarial, accounting, treasury and financial administration services to listed public companies in the resources and financial services industries.
He is a director and/or company secretary of a number of publicly listed companies including Alkane Resources Ltd group, Austral Africa
Resources Ltd, and Newland Resources Ltd group, in Australia.
Karen E V Brown BEc (hons) Age 48
Miss Brown is a director and company secretary of Mineral Administration Services Pty Ltd. She has considerable experience in corporate
administration of listed companies over a period exceeding 20 years, primarily in the mineral exploration industry. She is company secretary of a
number of publicly listed companies including Northern Star Resources Ltd, Alkane Resources Ltd and Newland Resources Ltd.

AUDIT AND REMUNERATION COMMITTEE

The audit and remuneration committees were formed on 13 February 2008 . They comprise Mr Craig Readhead and Mr Robert Wanless.

DIRECTORS' MEETINGS

The following sets out the number of meetings of the Company's directors held during the year ended 30 June 2008 and the number of meetings
attended by each director.
There were (8) Director’s meetings and (1) Audit Committee meeting held during the financial year. The number of meetings attended by each
director during the year (while they were a director or a committee member) is as follows:
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DIRECTORS' MEETINGS - continued
Committee Meetings
Name

Board of Directors

C L Readhead
M G Fotios
R J Wanless
I KS Tan*
* appointed 18 September 2008

Audit

Remuneration

Held

Attended

Held

Attended

Held

Attended

8
8
8
-

8
8
8
-

1

1

1
-

1
-

-

-

DIRECTOR’S INTERESTS AND BENEFITS
(a)

consulting fees and provision of office facilities of $181,500 paid or due and payable to Delta Resource Management Pty Ltd, a company in
which Mr. Fotios has a substantial financial interest for services provided in the normal course of business and at normal commercial rates.
(b) Legal fees of $16,592 paid or due and payable to Pullinger Readhead Lucas, a firm in which the director has substantial financial interest, for
services provided in the normal course of business and at normal commercial rates.
(c) Consulting/ Supervision fees of $28,410 paid or due and payable to companies in which Mr Wanless has a substantial financial interest, for
services provided in the normal course of business and at normal commercial rates.
(d) Administration and secretarial fees of $66,000 paid or payable to a Company in which Mr.Colless and Ms Brown have a substantial financial
interest for services provided in the normal course of business and at normal commercial rates.
These fees and benefits exclude benefits included in the aggregate amount of emoluments received or due and receivable by Directors as
director’s fees and shown in financial statements, prepared in accordance with the Corporations Regulations, or the fixed salary of a full time
employee.

DIRECTORS' REMUNERATION
Remuneration Report
The remuneration report is set out under the following main headings:
A
Principles used to determine the nature and amount of remuneration
B
Details of remuneration
C
Service agreements
D
Share-based compensation.
E
Additional information
The information provided in this remuneration report has bee audited as required by section 308(3C) of the Corporations Act 2001.
The information provided within this remuneration report includes remuneration disclosures that are required under Accounting Standard AASB 124
‘Related Party Disclosures’. These disclosures have been transferred from the financial report and have been audited.
Principles used to determine the nature and amount of remuneration (audited)
A
The objective of the Company's executive reward framework is to ensure reward for performance is competitive and appropriate for the results
delivered. The framework aligns executive reward with achievement of strategic objectives and the creation of value for shareholders.
The Board ensures that executive reward satisfies the following key criteria for good reward corporate governance practices:
Competitiveness and reasonableness
Acceptability to shareholders
Transparency
Capital management
The Company has structured an executive remuneration framework that is market competitive and complementary to the reward strategy for the
organisation.
Non-executive directors
Fees and payments to non-executive directors reflect the demands which are made on, and the responsibilities of, the directors. Non-executive
directors' fees and payments are reviewed annually by the Board. The Chairman’s fees are determined independently to the fees of non-executive
directors based on comparative roles in the external market. The Chairman is not present at any discussions relating to determination of his own
remuneration.
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DIRECTORS' REMUNERATION – continued
Remuneration Report - continued
Director’s fees
Directors' fees are determined within an aggregate directors' fee pool limit, which is periodically recommended for approval by shareholders. The
maximum non–executive Director remuneration currently stands at $130,000 in aggregate.
Each non-executive director is entitled to receive fees of $30,000 per annum (plus superannuation) and the Chairman of Directors is entitled to
receive $50,000 per annum (plus superannuation). A Director may also be paid fees or other amounts as the Directors determine if a Director
performs special duties or otherwise performs services outside the scope of the ordinary duties of a Director. A Director may also be reimbursed
for out of pocket expenses incurred as a result of their directorship or any special duties.
The Company has no performance based remuneration component built into director and executive remuneration packages.
B

Details of remuneration (audited)

2008
$

Total income received, or due and receivable, by directors of Galaxy Resources Limited from
the Company, and any related party in connection with the management of the Company and
any related party.

306,502

2007
$
446,444

B
Details of remuneration (audited) - continued
The details of remunerations of the directors and key management personnel and specified executives of Galaxy Resources Limited are set out in
the following tables.
The key management personnel of Galaxy Resources Limited are the following:
•
L Colless – Company Secretary
•
K Brown – Joint Company Secretary
Key Management personnel and other executives of the Company
Executive Director
Short –term benefits

Post-employment
benefits

Share-based
payment

Cash Salary and
Fees
$

Superannuation
$

$

Name
Total
$

2008
M G Fotios

181,500(a)

-

-

181,500

2007
M G Fotios

239,387(a)

-

62,500(a)

301,887

Non-executive Directors
Short –term benefits

Post-employment
benefits

Share-based
payment

Cash Salary and
Fees
$

Superannuation
$

$

Name

2008
C L Readhead
R J Wanless
I KS Tan*
*appointed 18 September 2008
2007
C L Readhead
R J Wanless

Total
$

66,592(b)
58,410(c)
-

-

-

66,592
58,410
-

80,844(b)
63,713(c)

-

-

80,844
63,713
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DIRECTORS' REMUNERATION – continued
Remuneration Report – continued
2008
(a)
(b)
(c)

consulting fees and provision of office facilities of $181,500 paid or due and payable to Delta Resource Management Pty Ltd, a company
in which Mr. Fotios has a substantial financial interest for services provided in the normal course of business and at normal commercial
rates.
Legal fees of $16,592 paid or due and payable to Pullinger Readhead Lucas, a firm in which the director has substantial financial
interest, for services provided in the normal course of business and at normal commercial rates..
Consulting/supervising fees of $28,410 paid or due and payable to companies in which the director has a substantial financial interest,
for services provided in the normal course of business and at normal commercial rates.

2007
(a) consulting fees, service fees and disbursements of $301,887 paid or due and payable to Delta Resource Management Pty Ltd, a
company in which Mr. Fotios has a substantial financial interest for services provided in the normal course of business and at normal
commercial rates.
(b) Legal fees of $60,011 paid or due and payable to Pullinger Readhead Lucas, a firm in which the director has substantial financial
interest, for services provided in the normal course of business and at normal commercial rates.
(c) supervision fees of $49,235 and disbursements of $1,977 paid or due and payable to companies in which the director has a substantial
financial interest, for services provided in the normal course of business and at normal commercial rates.
C
Service Agreements (audited)
Formal written consultancy agreements exist with companies of which directors have a substantial financial interest as detailed below. No
performance related bonuses or benefits are provided.
M G Fotios (Managing Director)
Term of Agreement - The agreement is for a period of three years commencing 1 March 2006.
Agreement
Consultancy fees payable to Delta Resource Management Pty Ltd of $150,000 per annum plus 1,500,000 options exercisable at 20 cents on or
before 30 September 2008, 1,500,000 options exercisable at 30 cents on or before 6 February 2010, provided the consultant is in the position of
Managing Director on 30 June 2007, 1,500,000 options exercisable at 40 cents on or before 6 February 2011 provided the consultant is in the
position of Managing Director on 30 June 2008. .The company agrees to provide the services of Mr Fotios for not less than 17 days per month for
11 calendar months. Payments for additional services shall be made at a rate of $800 per day.
Termination
There are no termination benefit provisions on early termination by the Company. The agreement can be terminated by either party on 6 months
notice.
D
Share-based compensation (audited)
No share based remuneration compensation plan existed during the year.
The terms and conditions of each grant of options affecting remuneration in the previous, current or future reporting periods are as follows:
Grant date
Date vested and
Expiry date
Exercise Price
Value per option at grant date
exercisable
15 March 2005
15 March 2005
30 Sep 2008
$0.20
$0.018
19 May 2006
19 May 2006
06 Feb 2009
$0.20
$0.036
19 May 2006
19 May 2006
06 Feb 2010
$0.30
$0.036
19 May 2006
19 May 2006
06 Feb 2011
$0.40
$0.036
29 June 2007
29 June 2007
30 Jan 2010
$0.30
$0.177
The unlisted options were granted for no consideration as an incentive bonus. The options carry no dividend or voting rights. When exercised, each
option is convertible into one ordinary share. The options granted are not subject to any performance conditions.
No options were granted to the directors and key management personnel during the year. 1,750,000 options were exercised during the year.
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DIRECTORS' REMUNERATION – continued
Remuneration Report – continued
Name

Number of options granted
2008
2007

Directors of Galaxy Resources Limited
C L Readhead
M G Fotios
R J Wanless
I KS Tan
Other Key Management Personnel
L Colless
K Brown

Number of options vested
2008
2007

-

4,500,000
-

-

4,500,000
-

-

-

-

-

Shares issued on exercise of remuneration options
Details of ordinary shares in the company provided as a result of the exercise of remuneration options to each director of Galaxy Resources Limited
and other key management personnel of the Company are set out below.
Name
Date of exercise of options
Number of ordinary shares issued on exercise of options
2008
Directors of Galaxy Resources Limited
R J Wanless
20 May 2008
M G Fotios
20 May 2008
Other Key Management Personnel
L Colless & K Brown
20 May 2008

2007
250,000
750,000

-

750,000

-

The amounts paid per ordinary share by the director on the exercise of options at the date of exercise were as follows:
Exercise date
Amount paid per share
20 May 2008
$0.20
No amounts are unpaid on any shares issued on exercise of options
E

Additional information – (audited)
Cash Bonus

Name
M G Fotios
R J Wanless

Paid
%
-

Options

Forfeited
%
-

Year
granted
%
2007
2005

Vested
%
100
100

Forfeited
%
-

Financial Years in
which options may
vest
$
-

Minimum total
value of grant yet
to vest
$
-

Maximum total
value of grant yet
to vest
$
-

Share –based compensation: Options
Name
M G Fotios
R J Wanless
L Colless & K Brown

A
Remuneration
consisting of
options
-

B
Value at grant
date
$
-

12

C
Value at exercise
date
$
69,893
10,203
30,610

D
Value at
lapse date
$
-

E
Total of columns B-D
$
69,893
10,203
30,610
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SHARE OPTIONS

Options to take up ordinary shares in the capital of Galaxy Resources Limited granted and still outstanding are as follows:
Unlisted Options - exercisable at 20 cents on or before 30 September 2008.
Outstanding at beginning of year
5,225,000
Outstanding at the date of this report 4,225,000
Outstanding at the end of the financial period
4,225,000
Granted during the financial period
Nil
Exercised during the financial year
(1,000,000)
Unlisted Options - exercisable at 20 cents on or before 06 February 2009.
Outstanding at beginning of year
1,500,000
Outstanding at the date of this report
750,000
Outstanding at the end of the financial period
750,000
Granted during the financial period
Nil
Exercised during the financial year
(750,000)
Unlisted Options - exercisable at 30 cents on or before 06 February 2010.
Outstanding at beginning of year
1,500,000
Outstanding at the date of this report 1,500,000
Outstanding at the end of the financial period
1,500,000
Granted during the financial period
Nil
Exercised during the financial year
Nil
Unlisted Options - exercisable at 30 cents on or before 30 January 2010
Outstanding at beginning of year
750,000
Outstanding at the date of this report 750,000
Outstanding at the end of the financial period
750,000
Granted during the financial period
Nil
Exercised during the financial year
Nil
Unlisted Options - exercisable at 40 cents on or before 06 February 2011
Outstanding at beginning of year
1,500,000
Outstanding at the date of this report 1,500,000
Outstanding at the end of the financial period
1,500,000
Granted during the financial period
Nil
Exercised during the financial year
Nil
None of the existing options are listed on ASX Limited. No person entitled to exercise any option has or had, by virtue of the option, a right to
participate in any share issue of any other body corporate.
Shares issued on the exercise of options
The following ordinary shares of Galaxy Resources Limited were issued during the year ended 30 June 2008 on the exercise of options
Date options granted
Issue price of shares
Number of shares issued
15/03/2005
$0.20
1,000,000
19/05/2006
$0.20
750,000
No further shares have been issued since that date. No amounts are unpaid on any of the shares
INSURANCE OF OFFICERS
During the financial year, Galaxy Resources Limited incurred premiums to insure the directors, secretary and/or officers of the Company.
The liability insured is the indemnifaction of the Company against any legal liability to third parties arising out of any Directors or Officers duties in
their capacity as a Director or Officer other than indemnification not permitted by law.
No liability has arisen under this indemnity as at the date of this report.
The Company has not otherwise, during or since the financial year, indemnified or agreed to indemnify an officer or auditor of the Company or of
any related body corporate, against a liability incurred as such by an officer or auditor.
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CORPORATE GOVERNANCE STATEMENT
The Company strives to comply with the ASX Principles of Good Corporate Governance and Best Practice Recommendations. This is dealt with in
more detail in the Supplementary Information section of the Annual Report.
ENVIRONMENTAL REGULATION
The Company is subject to environmental regulation in respect to its mineral tenements relating to exploration activity on those tenements. No
breaches of any environmental restrictions were recorded during the financial period.
AUDIT INDEPENDENCE AND NON-AUDIT SERVICES
Auditors' independence Declaration – section 307C
The following is a copy of a letter received from the Company’s auditors:
Lead Auditor’s Independence Declaration under Section 307C of the Corporations Act 2001
To the Directors of Galaxy Resources Limited,
As lead auditor for the audit of Galaxy Resources Limited for the year ended 30 June 2008, I declare that, to the best of my
knowledge and belief, there have been:
(a) no contraventions of the auditor independence requirements as set out in 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.
Graham R Swan
(Lead auditor)
Rothsay Chartered Accountants

Sydney
25 September 2008

Non-audit services
The Board of Directors has considered the position and is satisfied that the provision of non-audit services is compatible with the general standard
of independence for auditors imposed by the Corporations Act 2001. The Directors are satisfied that the provision of non-audit services by the
auditor, as set out below, did not compromise the auditor independence requirements of the Corporations Act 2001 for the following reasons:
•
all non-audit services have been reviewed by Board to ensure they do not impact the impartiality and objectivity of the auditor
• none of the services undermine the general principles relating to auditor independence as set out in Code of Conduct APES 110 Code
of Ethics for Professional Accountants issued by the Accounting Professional & Ethical Standards Board, including acting in a
management or a decision-making capacity for the Company or acting as advocate for the Company.
During the year the following fees were paid or payable for services provided by the auditor:
2008
$
Audit Services
Audit and review of financial reports and other audit work under the
Corporations Act 2001
Non-audit Services
Taxation Services
Total

Signed in accordance with a resolution of the Directors
Dated at Perth this 25th day of September 2008.
On behalf of the Directors

M G Fotios
Managing Director
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$

25,000

12,000

2,000
27,000

12,000
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Note

2008
$

2007
$

Revenue from continuing operations
Interest received

48,973

71,585

Total revenue from continuing operations

48,973

71,585

(66,000)

(28,495)

(27,000)

(12,000)

Corporate lodgements and registry fees

(36,323)

(11,233)

Consulting fees

(52,090)

(81,875)

(1,013)

(69)

Directors fees

(80,000)

(29,167)

Directors benefits

-

(161,880)

Insurance

(31,221)

-

Legal fees

(12,064)

(37,569)

Office running costs

(16,272)

(37,676)

Public relations and promotions

(28,529)

(14,715)

Other expenses from ordinary activities

(38,342)

(14,242)

Interest paid

(3,682)

-

(49,557)

(16,832)

(393,120)

(374,168)

-

-

(393,120)

(374,168)

(393,120)

(374,168)

Expenses from continuing operations
Administration, secretarial and accounting fees
Audit and income tax preparation fees

2

Depreciation

3

Exploration expenditure written off

4

(Loss) before income tax
Income tax expense

5

(Loss) for the year
(Loss) attributable to members of Galaxy Resources Limited

(Loss) per share for loss from continuing operations attributable to the
ordinary equity holders of the Company
Basic earnings per share (cents per share)

17

(0.87c)

Diluted earnings per share are not disclosed as they are not materially different
to basic earnings per share.
The above income statement should be read in conjunction with the accompanying notes.
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2008
$

Note

2007
$

ASSETS
CURRENT ASSETS
Cash and cash equivalents

6

1,929,722

1,747,960

Other receivables

7

141,680

131,020

2,071,402

1,878,980

TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Property, plant & equipment

3

81,274

54,063

Other Assets (Exploration and evaluation expenditure)

4

5,260,250

3,384,755

TOTAL NON-CURRENT ASSETS

5,341,254

3,438,818

TOTAL ASSETS

7,412,926

5,317,798

606,776

567,139

TOTAL CURRENT LIABILITIES

606,776

567,139

TOTAL LIABILITIES

606,776

567,139

NET ASSETS

6,806,150

4,750,659

LIABILITIES
CURRENT LIABILITIES
Trade Payables

8

EQUITY
Contributed equity

9

8,218,905

5,727,439

Reserves

10

349,458

392,313

Accumulated losses

10

(1,762,213)

(1,369,093)

6,806,150

4,750,659

TOTAL EQUITY

The above balance sheet should be read in conjunction with the accompanying notes.

Statement of Changes in Equity
Attributable to Members of Galaxy Resources Limited

Consolidated
Notes
Balance at 1 July 2006
Profit/(Loss) for the financial period

Contributed equity
$’000
1,951

Reserves
$’000
98

11b

Total recognised income and expense for
the year
Contributions of equity, net of transaction
costs
Share based payments
Shares issued in lieu of fees
Balance at 30 June 2007

9

(374)

(374)
3,666
294

111

16

1,054
(374)

294

5,728

Total
equity
$’000

(374)

3,666

11a
9

Retained earnings
$’000
(995)

111
392

(1,369)

4,751
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Statement of Changes in Equity- continued
Attributable to Members of Galaxy Resources Limited

Consolidated

Contributed
equity
$’000
5,728

Notes
Balance at 1 July 2007
Profit/(Loss) for the financial period

Reserves
$’000
392

Retained
earnings
$’000
(1369)

11b

Total recognised income and expense
for the year
Contributions of equity, net of transaction
costs
Share based payments

9

Total
equity
$’000
4,751

(393)

(393)

(393)

(393)

2,491

2,491

11a

(43)

Balance at 30 June 2008

8,220

(43)

349

1,762

6,806

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

Cash Flow Statement
for the Year Ended 30 June 2008

Note

2008
$

2007
$

Cash flows from operating activities
Payments to suppliers and contractors (inclusive of goods and services tax)

(362,546)

253,054

(362,546)

253,054

Interest received

48,973

71,585

Deposit land

(25,000)

(50,000)

Purchase of plant and equipment

(3,224)

(4,132)

Purchase of exploration tenement

(23,500)

(730,000)

Payments for exploration expenditure

(1,901,552)

(1,628,316)

Net cash outflow from investing activities

(1,904,303)

(2,340,863)

Net cash (outflow) from operating activities

12

Cash flows from investing activities

Cash flows from financing activities
Proceeds from share applications in advance

-

Proceeds from issue of shares

2,448,611

3,320,657

Net cash inflow from financing activities

2,448,611

3,320,657

Net increase (decrease) in cash and cash equivalents

181,762

1,232,848

Cash and cash equivalents at the beginning of the financial year

1,747,960

515,112

1,929,722

1,747,960

Cash and cash equivalents at the end of the financial year

6

The above cash flow statement should be read in conjunction with the accompanying notes.
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Notes to the Financial Statements
for the Year Ended 30 June 2008

1.

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies adopted in the preparation of the financial report are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.
a. Basis of preparation
This general purpose financial report has been prepared in accordance with Australian Accounting Standards, other authoritative
pronouncements of the Australian Accounting Standards Board, Urgent Issues Group Interpretations and the Corporations Act 2001.
Historical cost convention
These financial statements have been prepared under the historical cost convention.
b. Compliance with AIFRSs
Australian Accounting Standards include equivalents to International Financial Reporting Standards (AIFRS).
c. Principles of consolidation
Galaxy Resources Limited had acquired Telescopium Resources Limited as a wholly owned subsidiary in March 2008. As the subsidiary
is still dormant, consolidated financial statements have not been prepared.
d. Segment Reporting
A business segment is a group of assets and operations engaged in providing products or services that are subject to risks and returns
that are different to those of other business segments. A geographical segment is engaged in providing products or services within a
particular economic environment and is subject to risks and returns that are different from those of segments operation in other
economic environments.
e. Revenue Recognition
Interest income is recognised on a time proportionate basis using the effective interest method.
f. Taxes
Income tax
The income tax expense or revenue for the year is the tax payable on the current period’s taxable income based on the national income
tax rate, adjusted by changes in deferred tax assets and liabilities attributable to temporary differences and to unused tax losses.
Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements. Deferred income tax is determined using tax rates (and laws) that have
been enacted or substantially enacted by the balance sheet date and are expected to apply when the related deferred income tax asset
is realised or the deferred income tax liability is settled.
Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that future taxable
amounts will be available to utilise those temporary differences and losses.
Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets and liabilities and when
the deferred tax balances relate to the same taxation authority. Current tax assets and liabilities are offset where the entity has a legally
enforceable right to offset and intends either to settle on a net basis, or to realise the asset and settle the liability simultaneously.
Current and deferred tax balances attributable to amounts recognised directly in equity are also recognised directly in equity.
Goods and Services Tax (GST)
Revenues, expenses and assets are recognised net of the amount of associated GST, except where the GST incurred is not
recoverable from the taxation authority, in which case the GST is recognised as part of the cost of acquisition of the asset or as part of
the expense item.
Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST recoverable from, or
payable to, the taxation authority is included with receivables or payables in the balance sheet.
g. Exploration Expenses
Expenditure on acquisition, exploration and evaluation relating to an area of interest is carried forward where rights to tenure of the area
of interest are current and:
i) the area has proven commercially recoverable reserves; or
ii) exploration and evaluation activities are continuing in an area of interest but have not yet reached a stage which permits a reasonable
assessment of the existence or otherwise of economically recoverable reserves.
At the end of each financial year the Directors assess the carrying value of the exploration expenditure carried forward in respect of each
area of interest and where the carried forward carrying value is considered to be in excess of (i) above, the value of the area of interest
is written down or provided against.
Capitalised exploration expenditure is considered for impairment based upon areas of interest on an annual basis, depending on the
existence of impairment indicators including:
•
the period for which the Company has the right to explore in the specific area has expired during the period or will expire in
the near future, and is not expected to be renewed;
•
substantive expenditure on further exploration for and evaluation of mineral resources in the specific area is neither budgeted
or planned;
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1.

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)
g. Exploration Expenses - continued
•
exploration for and evaluation of mineral resources in the specific area have not led to the discovery of commercially viable
quantities of mineral resources and the Company has decided to discontinue such activities in the specific area; and
•
sufficient data exists to indicate that, although a development in the specific area is likely to proceed, the carrying amount of
the exploration and evaluation asset is unlikely to be recovered in full from successful development or by sale.
Costs carried forward in respect of an area of interest that is abandoned are written off in the year in which the decision to abandon is
made.
h. Mineral Tenements
The Company's activities in the mining industry are subject to regulations and approvals including mining heritage, environmental
regulation, the implications of the High Court of Australia decision in what is known generally as the "Mabo" case and any State or
Federal legislation regarding native and mining titles. Approvals, although granted in most cases, are discretionary. The question of
native title has yet to be determined and could affect any mining title area whether granted by the State or not.
i. Cash and cash equivalents
For cash flow statement presentation purposes, cash and cash equivalents includes cash on hand, deposits held at call with financial
institutions, other short-term, highly liquid investments with original maturities of three months or less that are readily convertible to
known amounts of cash and which are subject to an insignificant risk of changes in value.
j. Trade and Other Receivables
Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest method,
less provision for impairment. Trade receivables are due for settlement no more than 30 days from the date of recognition. Collectibility
of trade receivables is reviewed on an ongoing basis. Debts which are known to be uncollectible are written off. A provision for
impairment is established when there is objective evidence that the Company will not be able to collect all amounts due according to the
original terms of receivables. The amount of the provision is recognised in the income statement.
k. Fair value estimation
The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for disclosure purposes.
The carrying value, less impairment provision, of trade receivables and payables are assumed to approximate their fair values due to
their short-term nature.
l. Plant and equipment
Plant and equipment is stated at historical cost less depreciation. Depreciation is calculated on a straight line basis so as to write off the
net cost of each asset during their expected useful life of 3 to 5 years.
m. Trade and other payables
These amounts represent liabilities for goods and services provided to the Company prior to the end of the financial year which are
unpaid. The amounts are unsecured and are usually paid within 30 days of recognition.
n. Employee Benefits
Liabilities for wages and salaries, including non-monetary benefits and annual leave expected to be settled within twelve (12) months of
the reporting date are recognised in provisions and are measured at the amounts expected to be paid when the liability is settled.
o. Share-based payments
Where shares or options are issued to employees, including directors, as remuneration for services, the difference between fair value of
the shares or options issued and the consideration received, if any, from the employee is expensed. The fair value of the shares or
options issued is recorded in contributed equity.
p. Impairment of assets
Assets are reviewed for impairment at each reporting date or whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash inflows which are largely
independent of the cash inflows from other assets or groups of assets (cash-generating units).
Non-financial assets, other than goodwill, that suffered impairment are reviewed for possible reversal of the impairment at each reporting
date.
Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment or
more frequently if events or changes in circumstances indicate that they might be impaired.
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1.

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)
q. Provisions
Provisions are recognised when the Company has a present obligation and it is probable that an outflow of resources will be required
to settle the obligation and the amount has been reliably estimated.
r. Contributed Equity
Ordinary shares are classified as equity.
Costs directly attributable to the issue of new shares or options are shown in equity as a deduction from the proceeds.
s. Earnings per share
Basic earnings per share is determined by dividing the profit (loss) after income tax attributable to equity holders of the Company by
the weighted average number of ordinary shares outstanding during the financial year.
t. New accounting standards and UIG interpretations
Certain new accounting standards and interpretations have been published that are not mandatory for 30 June 2008 reporting periods.
The Company has elected not an early adoption, where available, of these standards and interpretations. Application of the standards
and interpretations is not expected to effect any of the amounts recognised in the financial statements, but will impact the type of
information disclosed in the notes to the financial statements.
Affected Standard
AASB 8: Operating Segments

AASB 2007-3: Amendments to Australian
Accounting Standards arising from AASB 8
[AASB5, AASB6, AASB102, AASB 107,
AASB119, AASB127, AASB134, AASB136,
AASB 1023 and AASB1038]
Revised AASB 101: Presentation of Financial
Statements
Amendments to Australian Accounting
Standards arising from AASB 101

Nature of Change to Accounting Policy
No impact on accounting policy, affects
disclosures in relation to operating segments
instead of business and geographical segments
for the financial report ending 30 June 2010.
No impact on accounting policy, affects
disclosures only

Application *
1 January 2009

No impact on accounting policy, affects
disclosures only
No impact on accounting policy, affects
disclosures only

1 January 2009

1 January 2009

1 January 2009

* Applicable to reporting periods commencing on or after the given date

2.

2008
$
AUDITORS' REMUNERATION

2007
$

During the year the following fees were paid or payable for services provided by the
auditor:
(a) Audit services
Audit and review of financial reports under the Corporations Act 2001
(b) Other services
Income tax preparation
Total remuneration of auditors
3.

Property, Plant And Equipment
(Non – Currrent Assets)
Property, plant & equipment - at cost
Less: Accumulated depreciation
Reconciliation of carrying amount
Opening balance at 1 July
Plant & equipment acquired during year
Disposals
Depreciation during year
Closing balance at 30 June

20

25,000

12,000

2,000
27,000

12,000

83,554
(2,279)
81,274

54,132
(69)
54,063

54,063
28,224
(1,013)
81,274

54,132
(69)
54,063
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2008
$
4.

EXPLORATION AND EVALUATION EXPENDITURE (Non-Current Assets)
Exploration & Evaluation expenditure costs brought forward in respect of areas of
interest
Balance 1 July
Expenditure during year comprising
Acquisitions
Exploration
Less: expenditure written off
Less: Provision for exploration
Balance 30 June

2007
$

3,384,755

1,043,271

23,500
1,901,552
(45,781)
(3,776)
5,260,250

730,000
1,628,316
(3,978)
(12,854)
3,384,755

Exploration and evaluation expenditure is recorded at historical cost on an area of interest basis. Recovery of these costs is dependent upon the
commercial success of future exploration and development or realisation by disposal of the interests therein.
There may exist, on the Company’s exploration properties, areas subject to National Parks or claim under native title or containing sacred sites or
sites of significance to Aboriginal people. As a result, exploration properties or areas within the tenements may be subject to exploration and mining
restrictions.
5.

INCOME TAXES
(a) Income Tax Expense
Current tax
Deferred tax
(b) Numerical reconciliation of income tax expense to prima
facie tax payable
Loss from continuing operations before income tax expense
Prima facie tax payable at 30%
Add tax effect of amounts which are not deductible (taxable) in
calculating taxable income:
Share-based payments
Tax benefits relating to Timing differences and tax losses not
recognised

-

-

(393,120)
(117,936)

(374,168)
(112,250)

(117,936)

48,564
(63,686)

(c) Tax losses
Unused tax losses for which no deferred tax asset has been
recognised
Potential tax benefit at 30%

1,288,294

895,174

386,487

268,551

(d) Unrecognised temporary differences
Deferred tax liabilities – Capitalised Exploration
Deferred tax assets – Accrued expenses
Deferred tax assets – Revenue tax losses

(1,578,075)
3,000
386,487

(1,015,427)
1,500
268,551

Net deferred tax asset not recognised

389,487

270,051

Net deferred tax asset/(liability)
(1,188,588)
(745,376)
Deferred tax assets and liabilities have been offset as they relate to income taxes levied by the same taxation authority and there is a legally
recognised right to set off.
The Comparative figures for 2007 have been recomputed to amend an error in figures previously reported.
6.

CASH AND CASH EQUIVALENTS (Current Asset)
Cash at Bank and on hand
Cash on Deposit (at call)
Cash on Deposit – Commercial Bills (maturing within 90 days)

(a)
(b)
(c)

405,932
1,523,790
1,929,722

(Cash at the end of the financial year as shown in the Statement of
Cash Flows equals this balance).
Cash at bank bears interest between nil and 2.55% per annum (2007: 4.05%
Cash on deposit bears interest at 7.0% per annum. (2007: 6.00% per annum)
Cash on deposit (Commercial Bills) bears interest at an average 0% per annum (2007 :6.26% per annum)
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2008
$
7.

8.

TRADE AND OTHER RECEIVABLES (Current Assets)
Other receivables
TRADE AND OTHER PAYABLES (Current Liabilities)
Trade, other payables and accruals

2007
$
141,680

131,020

606,776
606,776

567,139
567,139

Trade payables are unsecured and payable on supplier credit terms, usually payable within 30 days of recognition. The Company has financial risk
management policies in place to ensure that all payables are paid within the credit timeframe.
Number
9.

CONTRIBUTED EQUITY
a) Share Capital
Ordinary shares - Fully paid
Movement in ordinary share capital
At 1 July
Placements
Reduction by consolidation 2 for 3
Exercise of options
Promoter’s shares
Issue of shares in lieu of service fees
IPO allotment
Transfer from share based payments reserve on
exercise of options
Cost of issue
At 30 June

2008
$

Number

2007
$

51,412,297

9,084,350

44,662,297

6,441,495

44,662,297
5,000,000
1,750,000
-

5,727,439
2,250,000
350,000
-

28,659,200
12,086,000
(13,581,736)
825,000
750,000
923,833
15,000,000

1,951,062
966,880
165,000
150,000
110,860
3,000,000

51,412,297

42,855
(151,389)
8,218,905

44,662,297

(616,363)
5,727,439

2008
On 24 June 2008, the Company issued 5,000,000 shares at 45 cents each as placement.
On 20 May 2008, the Company issued 1,750,000 shares at 20 cents on exercise of options
Terms and conditions of ordinary shares:
Holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at shareholders’
meetings. In the event of winding up of the company, ordinary shareholders rank after all other shareholders and creditors and are fully entitled to
any proceeds of liquidations.
10.

RESERVES AND ACCUMULATED LOSSES
2008
$

2007
$

(a) RESERVES
Equity-settled payments reserve

349,458

392,313

Movement:
Balance 1 July
Equity-settled payments
Balance 30 June

392,313
(42,855)
349,458

97,692
294,621
392,313

(1,369,093)
(393,120)
(1,762,213)

(994,925)
(374,168)
(1,369,093)

(b) ACCUMULATED LOSSES
Balance 1 July
Loss for the year after related income tax expense
Balance 30 June
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11.

RECONCILIATION OF LOSS AFTER INCOME TAX TO NET CASH INFLOW FROM OPERATING ACTIVITIES
2008
$
Profit (loss) for the year
Add (less) non-cash items in operating loss:
Exploration costs written off
Depreciation
Interest income
Fees paid by issue of shares in lieu of cash
Share based payments
Movements in operating assets and liabilities:
(Increase)/decrease in receivables
Increase/(decrease) in trade creditors
Net cash provided (used) in operating activities

2007
$

(393,120)

(374,168)

49,557
1,013
(48,973)
1,597

16,832
69
(71,585)
110,860
161,880
218,056

(10,660)
39,637
28,977
(362,546)

(128,516)
537,682
409,166
253,054

12.
COMMITMENTS
Mining Tenement Leases
In order to maintain current rights of tenure to mining tenements, the Company will be required to perform minimum exploration work to meet the
minimum expenditure requirements specified by the WA State Government and pay tenement lease rents.The estimated exploration expenditure
commitment for the ensuing year, but not recognised as a liability in the financial statements:
2008
$

2007
$

Within one year
Later than one year but less than five years
Later than five years

455,680
353,376
455,680
353,376
This expenditure will only be incurred should the Company retain its existing level of interest in its various exploration areas and provided access to
mining tenements is not restricted. These obligations will be fulfilled in the normal course of operations, which may include farm-out, joint venture
and direct exploration expenditure.
KEY MANAGEMENT PERSONNEL DISCLOSURE
13.
a) Directors
The following persons were directors of Galaxy Resources Limited during the financial year:
(i) Chairman – non-executive
C L Readhead
(ii) Executive director
M G Fotios
(iii) Non- executive directors
R J Wanless
(b) Other key management personnel
Mr. Lindsay A Colless - the Company secretary and Karen Brown, joint Company secretary also had the authority and responsibility for planning,
directing and controlling the activities of the Company, directly or indirectly during the financial year.
c) Transactions with key management personnel
(a) consulting fees and fees for provision of office facilities of $181,500 paid or due and payable to Delta Resource Management Pty Ltd, a
company in which Mr. Fotios has a substantial financial interest for services provided in the normal course of business and at normal
commercial rates.
(b) Legal fees of $16,592 paid or due and payable to Pullinger Readhead Lucas, a firm in which the director has substantial financial interest, for
services provided in the normal course of business and at normal commercial rates.
(c) Consulting fees of $28,410 paid or due and payable to companies in which Mr Wanless has a substantial financial interest for services
provided in the normal course of business and at normal commercial rates
(d) Administration and secretarial fees of $66,000 paid or payable to a Company in which Mr.Colless and Ms Brown have a substantial financial
interest for services provided in the normal course of business and at normal commercial rates.
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KEY MANAGEMENT PERSONNEL DISCLOSURE - continued
d) Outstanding balances
The following balances are outstanding at the reporting date in relation to transactions with related parties:
i) Current payables – Directors’ fees
a) R J Wanless
b) C L Readhead
c) M G Fotios

$10,510
$13,376
$31,000

ii) Current payables - Company Secretary Fees
a) L Colless & K Brown
$11,000
e) Equity instrument disclosures relating to key management personnel
The interests of the directors and their director related entities in shares and options at the end of the financial year are as follows:
Name of Director
Shares Held Directly
C L Readhead
M G Fotios
R J Wanless
1,432,739
I KS Tan*
* Appointed 18 September 2008

Shares Held Indirectly
2,055,556
1,463,500
407,753
-

2008
Name
(1) Shares
Directors of Galaxy
Resources Limited
C L Readhead
M G Fotios
R J Wanless
I KS Tan*
Key Management Personnel
L A Colless, K E Brown
Total shares
(2) Options
Directors of Galaxy
Resources Limited
C L Readhead
M G Fotios
R J Wanless
I KS Tan*
Key Management Personnel
L A Colless, K E Brown
Total options
* Appointed 18 September 2008

Balance at the start
of the financial year

Changes during the
year

Options Held Directly
750,000
750,000
-

Received during the
year on exercise of
options

Options Held Indirectly
3,750,000
-

Balance as the end
of the financial year

2,055,556
713,500
1,590,492
-

-

750,000
250,000
-

2,055,556
1,463,500
1,840,492
-

605,555
4,965,103

-

750,000
1,750,000

1,355,555
6,715,103

750,000
4,500,000
750,000
-

(750,000)
(250,000)
-

-

750,000
3,750,000
500,000
-

750,000
6,750,000

(750,000)
(1,750,000)

-

5,000,000

2007
Name

(1) Shares
Directors of Galaxy
Resources Limited
C L Readhead
M G Fotios
R J Wanless
Key Management Personnel
L A Colless, K E Brown
Total shares

Balance at the start of
the financial year

Changes during the
year

Received during the
year on exercise of
options

Balance as the end
of the financial year

2,055,556
1,590,492

713,500
-

-

2,055,556
713,500
1,590,492

605,555
4,251,603

713,500

-

605,555
4,965,103
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KEY MANAGEMENT PERSONNEL DISCLOSURE - continued
2007 - continued
Name

Balance at the start of
the financial year

(2) Options
Directors
of
Galaxy
Resources Limited
C L Readhead
M G Fotios
R J Wanless
Key Management Personnel
L A Colless, K E Brown
Total options
* Options adjusted on reconstruction

Changes during the
year

Received during the
year on exercise of
options

Balance as the end
of the financial year

1,000,000
1,000,000

(250,000)*
4,500,000
(250,000)*

-

750,000
4,500,000
750,000

1,000,000
3,000,000

(250,000)*
3,750,000

-

750,000
6,750,000

f) Key management personnel compensation
2008
$
306,502
306,502

Short term employee benefits
Post – employment benefits
Long-term benefits
Termination benefits
Share-based payments

2007
$
383,944
62,500
446,444

The Company has taken advantage of the relief provided by Corporations Regulation 2M.6.04 and has transferred the detailed remuneration
disclosures to the Directors’ Report. The relevant information can be found in sections A-C of the remuneration report within the Directors’ Report.
g) Related party transactions
Other than, the transactions disclosed above there are no other transactions between related parties that require disclosure.
14.

RELATED PARTY TRANSACTIONS
Directors’ transactions with the Company (details of directors' remuneration are set out in Director’s report)
2008
$
Related partyType of transaction
directors
Terms and conditions
Legal Consulting
C L Readhead
Normal commercial
16,592
Consulting fees
M G Fotios
Normal commercial
181,500
Consulting/Supervision fees
R J Wanless
Normal commercial
28,410

15.

CONTINGENT LIABILITIES AND ASSETS
No contingent liabilities or assets have arisen during the financial period.

16.

MATTERS SUBSEQUENT TO THE END OF THE FINANCIAL YEAR

2007
$
60,011
301,887
51,213

No matters or events have arisen since the end of the financial year, which significantly affected the operations of the Company, the results
of the Company or the state of affairs of the Company.
17.

SEGMENT INFORMATION
The Company operates only in one business and geographical segment being predominantly in the area of mining exploration in Western
Australia. The Company considers its business operations in mineral exploration to be its primary reporting function.
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18.

EARNINGS / LOSS PER SHARE
(a) Basic earnings per share
Loss attributable to the ordinary equity holders of the Company
(b) Diluted earnings per share
Diluted earnings per share are not disclosed as they are not materially different to
basic earnings per share.
(c) Weighted average number of shares used as the denominator
Weighted average number of ordinary shares outstanding during the year used in
calculation of basic earnings per share

2008
Cents

2007
Cents

(0.87)

(1.14)

44,940,302

32,837,840

19.
FINANCIAL RISK MANAGEMENT
The Company’s activities expose it to a variety of financial risks.
(a) Market risk
(i) Foreign exchange risk
The company does not operate internationally and is not exposed to foreign exchange risk.
(ii) Price risk
The Company does not have investments in equity securities and is not exposed to price risk.
(iii) Cash flow and fair value interest rate risk
Although the Company has significant interest bearing assets, the Company’s income and operating cash flows are substantially independent of
changes in market interest rates. The Company monitors interest rates to obtain the best terms and mix of cash flow.
The company’s main interest rate risk arises from borrowings. Borrowings issued at a variable rate expose the company to cash flow interest rate
risk.
b) Credit risk
Credit risk arises from cash and cash equivalents and deposits with financial institutions.For banks and financial institutions, risk control assesses
the credit quality of the customer, taking into account its financial position, past experience and other factors.
The Company does not have any significant credit risk exposure to a single counterparty or any group of counterparties having similar
characteristics. The Company measures credit risk on a fair basis.
The carrying amount of financial assets recorded in the financial statements, net of any provisions for losses, represents the Company’s maximum
exposure to credit risk without taking account of the fair value of any collateral or other security obtained
The company has no financial assets that are neither past due nor impaired therefore credit qualities have not been disclosed.
(c) Liquidity risk
Prudent liquidity management involves the maintenance of sufficient cash, committed credit facilities and access to capital markets. It is the policy
of the board to ensure that the Company is able to meet its financial obligations and maintain the flexibility to pursue attractive investment
opportunities through keeping committed credit lines available where possible, ensuring the Company has sufficient working capital and preserving
the 15% share issue limit available to the Company under the ASX Listing Rules.
Financing arrangements
The Company has no financing facilities available to it.
Maturities of financial liabilities
The Company’s exposure to interest rate risk and the effective weighted average interest rate by maturity periods is set out in the following tables
2008

Cash
Deposits - Cash
Receivables
Accounts Payable

Average
Interest
Rate
%
2.55
7.00
-

Variable
Interest Rate
at call
$
272,699
1,523,790
-

Fixed Interest
Rate Maturity
Less than 1
year
$
-

26

Fixed Interest
Rate Maturity
Greater than 1
year
$
-

Non-interest
Bearing
$
133,233
141,680
606,776

Total

$
405,932
1,523,790
141,680
606,776
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19.

FINANCIAL RISK MANAGEMENT - continued
2007

Cash
Deposits - Cash
Receivables
Accounts Payable
20.

Average
Interest
Rate
%
4.5
6.2
-

Variable
Interest Rate
at call
$
177,277
368,667
-

Fixed Interest
Rate Maturity
Less than 1
year
$
1,183,965
-

Fixed Interest
Rate Maturity
Greater than 1
year
$
-

Non-interest
Bearing

Total

$

$
195,328
1,552,632
131,020
567,139

18,051
131,020
567,139

SHARE-BASED PAYMENTS
There was no Employee option plan in existence during the financial year. Options granted were discretionary.
Set out below is a summary of the options granted by the Company:
Expiry date
Exercise
Balance at
Grant Date
price
the start of
the year

Granted/ lapsed,
exercised during
the financial
period
(Number)

Balance at end
of the financial
period

Vested and
exercisable at
end of financial
period

(Number)

(Number)

(Number)
2008
15 March 2005
30 Sep 2008
19 May 2006
06 Feb 2009
19 May 2006
06 Feb 2010
19 May 2006
06 Feb 2011
Weighted average exercise price
Grant Date

Expiry date

$0.20
$0.20
$0.30
$0.40

Exercise
price

5,225,000
1,500,000
1,500,000
1,500,000
$0.25

(1,000,000)
(750,000)
$0.20

4,225,000
750,000
1,500,000
1,500,000
$0.26

Balance at
the start of
the year

Granted/ lapsed,
exercised during
the financial
period

Balance at end of
the financial
period

(Number)

(Number)

(Number)

4,225,000
750,000
1,500,000
1,500,000
$0.26
Vested and
exercisable at end
of financial period
(Number)

2007
15 March 2005
30 Sep 2008
19 May 2006
06 Feb 2009
19 May 2006
06 Feb 2010
19 May 2006
06 Feb 2011
Weighted average exercise price

$0.20
$0.20
$0.30
$0.40

5,225,000
1,500,000
1,500,000
1,500,000
$0.25

-

5,225,000
1,500,000
1,500,000
1,500,000
$0.25

5,225,000
1,500,000
1,500,000
1,500,000
$0.25

Options granted carry no dividend or voting rights. When exercisable, each option is convertible into one ordinary share. No options were granted
during the financial year.
A) Director option expense
No options were issued to the Directors during the financial year.
(B) Employee option expense
No options were issued to the employees during the financial year.
(C) Expenses arising from share-based payment transactions
Total expenses arising from share-based payments recognised during the financial period as employee benefits expense was:
2008
$
Director benefits (share options)
Employee benefits (share options
-
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2007
$
161,880
132,741
294,621
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Directors' Declaration

for the Period 1 July 2007 to 30 June 2008

In the opinion of the Directors of Galaxy Resources Limited:
(a)

the financial statements and notes set out on the following pages are in accordance with the Corporations Act 2001 including:
i.

giving a true and fair view of the financial position of the Company as at 30 June 2008 and of its performance for the financial
period 1 July 2007 to 30 June 2008; and

ii

complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional reporting
requirements ; and

(b)

there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and payable.

(c)

the audited remuneration disclosures set out in the directors’ report comply with Accounting Standard AASB 124 Related Party
Disclosures and the Corporations Regulations 2001.

The directors have been given the declarations by the chief executive officer and chief financial officer required by section 295A of the Corporations
Act 2001.
This declaration is made in accordance with a resolution of the Directors:

M G Fotios
Managing Director

PERTH,

25 September, 2008.
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Independent Audit Report
to the members of Galaxy Resources Ltd

We have audited the accompanying financial report of Galaxy Resources Ltd (the Company”) which comprises the balance sheet as
at 30 June 2008 and the income statement, statement of changes in equity and cash flow statement for the year ended on that date,
a summary of significant accounting policies, other explanatory notes and the directors’ declaration of the company.
The Company has disclosed information as required by Australian Accounting Standard AASB 124 Related Party Disclosures
(“remuneration disclosures”) under the heading “Remuneration Report” in the directors’ report as permitted by the Corporations
Regulations 2001.
Directors Responsibility for the Financial Report
The Directors of the Company are responsible for the preparation and true and fair presentation of the financial report in accordance
with the Australian Accounting Standards (including the Australian Accounting Interpretations) and the Corporations Act 2001. This
includes responsibility for the maintenance of adequate accounting records and internal controls that are designed to prevent and
detect fraud and error, and for the accounting policies and accounting estimates inherent in the financial report. The Directors are
also responsible for the remuneration disclosures contained in the directors’ report.
Auditor’s Responsibility
Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in accordance with
Australian Auditing Standards. These Auditing Standards require that we comply with relevant ethical requirements relating to audit
engagements and plan and perform the audit to obtain reasonable assurance as to whether the financial report is free of material
misstatement and the remuneration disclosures in the Directors’ report comply with AASB 124.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial report. The
procedures selected depend on our judgement, including the assessment of the risks of material misstatement of the financial report,
whether due to fraud or error. In making those risk assessments, we consider internal controls relevant to the entity’s preparation
and fair presentation of the financial report in order to design audit procedures that are appropriate to the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal controls. An audit also includes evaluating the
appropriateness of accounting policies used in and the reasonableness of accounting estimates made by the directors as well as
evaluating the overall presentation of the financial report and the remuneration disclosures contained in the directors’ report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Independence
We are independent of the Company, and have met the independence requirements of Australian professional ethical requirements
and the Corporations Act 2001.
Audit opinion
In our opinion the financial report of Galaxy Resources Ltd is in accordance with the Corporations Act 2001, including:
a)

(i) giving a true and fair view of the Company’s financial position as at 30 June 2008 and its performance for the year ended
on that date; and
(ii) complying with Australian Accounting Standards and the Corporations Regulations 2001; and

b)

the financial report also complies with International Financial Reporting Standards.

c)

the remuneration disclosures in the Directors’ report comply with AASB 124

Rothsay
Graham R Swan
Partner Dated

25 September 2008
Liability limited by the Accountants Scheme, approved
under the Professional Standards Act 1994 (NSW).
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Corporate Governance
INTRODUCTION
In mid 2007, the ASX Corporate Governance Council released revised Corporate Governance Principles and Recommendations. All
ASX listed entities will need to disclose against the recommendations and disclosure obligations contained in the revised Corporate
Governance Principles and Recommendations in the annual report on the first financial year commencing after 1 January 2008.
Galaxy Resources Limited (“Company”) has elected to adopt the new disclosure obligations early by reporting against the revised
Corporate Governance Principles and Recommendations in this annual report.
Galaxy Resources Limited (“Company”) has adopted systems of control and accountability as the basis for the administration of
corporate governance. The Board is committed to administering the policies and procedures with openness and integrity, pursuing
the true spirit of corporate governance commensurate with the Company’s needs. To the extent they are applicable, the Company
has adopted the second edition of the Corporate Governance Principles and Recommendations (“Recommendations”) as published
by the ASX Corporate Governance Council.
Further information about the Company’s corporate governance practices are set out in the “Corporate Governance Policies”
available on the Company's website at www.galaxyresources.com.au.
As the Company’s activities develop in size, nature and scope, the size of the Board and the implementation of additional corporate
governance policies and structures will be given further consideration.
COMPLIANCE WITH CORPORATE GOVERNANCE PRINCIPLES AND RECOMMENDATIONS
The Company, during the year ended 30 June 2008 (the Reporting Period), has continued to follow the ASX Corporate Governance
Council Principles of Good Corporate Governance and Best Practice Recommendations and has implemented and will continue to
follow the second edition of the ASX Corporate Governance Council’s Corporate Governance Principles and Recommendations.
1. Lay solid foundations for management and oversight
The Board’s role is to promote the success of the Company within an appropriate framework which safeguards the rights and
interests of shareholders and to ensure that the Company is properly managed. A Board charter and a code of conduct have been
adopted to assist the Board members in carrying out these functions. The Board Charter is available on the Company’s website.
The Chairman reviews the Board informally on an ongoing basis throughout the year with reference to the Board and committee
charters, to the effective functioning of the Board and its committees and to the Company’s performance as a whole.
Performance evaluation of senior executives including the Managing Director is carried out informally throughout the year by the
Chairman in consultation with non-executive members of the Board. This evaluation is conducted with reference to various
measures including, but not restricted to, the Company’s targets, industry comparisons and market conditions.
2. Structure the board to add value
During the Reporting Period the Board comprised three directors. Subsequent to the end of the Reporting Period a fourth director
has been appointed to the Board. The Board delegates day-to-day responsibility for managing the Company to the Managing
Director.
The Board does not satisfy the test of independence set out in paragraph 2.1 of the ASX Principals of Good Corporate Governance
and Best Practice Recommendations.
The Chairman of the Board, Craig Readhead, and non-executive director, Robert Wanless, hold significant shares in the Company.
In view of the size of the Company and the nature of its activities, the Board considers that the current board is a cost effective and
practical method of directing and managing the Company. Furthermore, notwithstanding their shareholdings and fee earning
services provided by entities associated with them, the Board has determined both gentlemen (Readhead and Wanless) to be
independent given these issues are not material in the context of their personal incomes and that both gentlemen bring an
independent judgement to bear on Board decisions.
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During the Reporting Period the directors were:
 Mr Craig Leslie Readhead, non-executive Chairman, was appointed to the Board on 27 April 1999.
 Mr Michael George Fotios, Managing Director, was appointed to the Board on 20 April 2006.
 Mr Robert James Wanless, non-executive Director, was appointed to the Board on 15 January 1996.
Subsequent to the Reporting Period Mr Ignatius Kim-Seng Tan was appointed on 18 September 2008 as independent non-executive
Director.
Profiles of the directors are set out in the Directors’ Report.
The Board collectively and each Director has the right to seek independent professional advice at the Company’s expense, up to
specified limits, to assist them to carry out their responsibilities.
The Company has a separate Audit Committee comprised of the non-executive Directors to consider financial and compliance
matters. The committee functions in accordance with the Audit Committee Charter.
As the whole Board only consisted of three (3) members during the Reporting Period, the Company does not have a nomination
committee as the Board considers that no efficiencies or other benefits would be gained by establishing a separate committee for
this function. The Nomination Policy and Procedure are available on the Company’s website.
The Company has a separate Remuneration Committee comprised of the non-executive Directors and which functions in
accordance with the Remuneration Committee Charter.
During the Reporting Period the Board considered remuneration matters on no occasions.
During the Reporting Period, the Chairman has carried out an informal performance evaluation of the Board and individual directors.
3. Promote ethical and responsible decision-making
As stated above, the Board has adopted a code of conduct designed to maintain confidence in the integrity of the Company and the
responsibilities and accountability of individuals for reporting and investigating reports of unethical practices. The Board has also
adopted a specific policy on trading in the Company’s securities by directors, officers and employees of the Company. The code of
conduct and the policy for dealing in the Company’s securities are available on the Company’s website.
4. Safeguard integrity in financial reporting
The Board has established a structure to verify and safeguard the integrity of the company’s financial reporting and to ensure the
independence and competence of the Company’s external auditor.
The Board requires the Managing Director and the Chief Financial Officer to state in writing to the Board that the Company’s financial
reports present a true and fair view, in all material respects, of the Company’s financial condition and operational results and are in
accordance with relevant accounting standards; that this opinion is founded on a sound system of risk management and internal
compliance and control which implements the policies adopted by the Board; and that the Company’s risk management and internal
compliance and control system is operating efficiently and effectively in all material respects.
The Audit Committee considers relevant matters and issues (including responsibility for reviewing the integrity of the Company’s
financial reporting and overseeing the independence of the external auditors) in accordance with an Audit Committee Charter. The
Charter is available on the Company’s website.
5. Make timely and balanced disclosure
The Board is committed to complying with the continuous disclosure obligations of the Corporations Act 2001 (Cth) (Act) and the
Listing Rules of ASX Limited. The Company’s size and structure is such that the Board is able to meet on a regular basis for both
management and Board meetings to ensure compliance with ASX Listing Rules disclosure requirements. The full Board is
accountable for ASX compliance.
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The Board has adopted a disclosure policy and communications strategy. The policy and strategy are available on the Company’s
website.
6. Respect the rights of shareholders
The Board aims to ensure that the shareholders are informed of all major developments affecting the Company. The Directors are
committed to the promotion of investor confidence by ensuring that trade in the Company’s securities takes place in an efficient,
competitive and informed market and have established arrangements for communication and participation of shareholders.
The Company has developed a website comprising corporate information, synopses of the Company’s projects, periodic reports and
announcements. Hard copies of publicly released documents are available from the Company on request.
Shareholders are given a reasonable opportunity to participate at general meetings. The external auditor is invited to such meetings
to answer questions from shareholders on matters relating to the audit of the Company’s financial statements.
The Company’s disclosure policy and communications strategy is available on the Company’s website.
7. Recognise and manage risk
During the Reporting Period the Board as a whole was responsible for ensuring there is a sound system for overseeing and
managing risk. As the Board consisted of only three (3) members a separate risk management committee was not considered to be
a more efficient mechanism than the full Board to focus on specific issues.
The Board has adopted a code of conduct designed to maintain confidence in the integrity of the Company and the responsibilities
and accountability of individuals for reporting and investigating reports of unethical practices. A summary of the Company’s risk
management policy is available on the Company’s website.
The Company’s management has reported to the Board as to the effectiveness of the Company’s management of its material
business risks.
The Board has received assurance from the chief executive offices and the chief executive officer that the declaration provided in
accordance with section 295A of the Act is founded on a sound system of risk management and internal control and that the system
is operating effectively in all material respects in relation to financial reporting risks.
8. Remunerate fairly and responsibly
The Board’s remuneration policy is set out in the Remuneration Report section of the Directors’ Report. The policy is also available
on the Company’s website.
The Board has formed a Remuneration Committee comprised of the non-executive directors of the Company, functioning in
accordance with the Remuneration Committee Charter. The Charter is available on the Company’s website. All matters of
remuneration will continue to be determined in accordance with Act requirements, especially in respect of related party transactions.
During the Reporting Period the Board considered remuneration matters on no occasions. No director participated in any
deliberation regarding his own remuneration or related issues.
There are no termination or retirement benefits for non-executive directors.
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1.

Share Holding at 7 October 2008
(a)

Distribution of Shareholders
Share holding
1 1,001 5,001 10,001 100,001 -

Number of Holders
Fully paid ordinary shares
64
282
192
373
83

1,000
5,000
10,000
100,000
over

994
(b)

Unmarketable Parcels
There are 66 shareholders who hold less than a marketable parcel.

(c)

Voting Rights
Voting rights are one vote per fully paid ordinary share

(d)

Names of Substantial Holders as Disclosed in Substantial Holding Notices
Shareholder
Ademsa Pty Ltd

2.

Number of Shares
2,742,120

Top Twenty Shareholders at 7 October 2008

Number
of Shares
2,925,183

Shareholder
Ademsa Pty Ltd

% Issued
Capital
5.32

Pegmont Mines Limited

2,436,283

4.43

WSF Pty Ltd <Alan D Hill S/F A/C>

2,130,180

3.88

Robert James Wanless

1,932,740

3.52

Falbet Pty Ltd

1,644,275

2.99

State One Holdings Pty Ltd

1,544,275

2.81

Mineral Administration Services Pty Ltd

1,355,555

2.47

State One Equities Pty Ltd

1,293,750

2.35

Hengolo Pty Ltd

1,122,223

2.04

Robert Denis Walker

1,073,005

1.95

Delta Resource Management Pty Ltd

1,020,833

1.86

Washington Soul Pattinson and Company Limited

1,000,000

1.82

Michael George Fotios <Michael Fotios Family A/C>

1,000,000

1.82

Hengolo Pty Ltd <C L Readhead Super Fund A/C>

933,333

1.70

Pegmont Mines NL

863,717

1.57

National Nominees Limited

800,000

1.46

JM Dowling Pty Ltd <Superannuation Fund A/C>

780,000

1.42

Craig Leslie Readhead

750,000

1.37

Arinya Investments Pty Ltd

666,667

1.21

Drontoto Pty Ltd

546,385

0.99

25,818,404

46.98
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3.

Unlisted Options
Option Holding at 7 October 2008
Total options exercisable at 30 cents each expiring 6 February 2010
Number of holders
Holdings of more than 20%
Delta Resource Management Pty Ltd
Michael George Fotios

1,500,000
2
1,000,000
500,000

Option Holding at 7 October 2008
Total options exercisable at 40 cents each expiring 6 February 2011
Number of holders
Holdings of more than 20%
Delta Resource Management Pty Ltd
Michael George Fotios

1,500,000
2
1,000,000
500,000

Option Holding at 7 October 2008
Total options exercisable at 30 cents expiring 30 January 2010
Number of holders
Holdings of more than 20%
State One Holdings Pty Ltd
WSF Pty Ltd

4.

750,000
3
365,625
365,625

Restricted Securities
As at the date of this report the following securities were subject to restriction under the Listing Rules of Australian Stock
Exchange Limited:
Restricted to 6 February 2009
Fully paid shares
Options exercisable at 30 cents expiring 6 February 2010
Options exercisable at 40 cents expiring 6 February 2011
Options exercisable at 30 cents expiring 30 January 2010

10,074,212
1,500,000
1,500,000
750,000

5.

On Market Buy-back
As at the date of this report, there was no current on market buy-back.

6.

Use of Assets
The Company has used the cash and assets in a form readily convertible to cash that it had at the time of admission to the
Official List of ASX Limited in a way consistent with its business objectives.
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Tenement Schedule
Project

Tenement

Notes

Boxwood Hill
E70/1988
E70/2493
E70/2513-E70/2514
E70/2547
P70/1559-P70/1561
Connolly
E69/1878
Ponton
E28/1317
E28/1830
Shoemaker
E69/1869-1871
Ravensthorpe
Aerodrome JV

E74/334
E74/398
M74/198-M74/202

Bakers Hill

E74/287
E74/295
E74/299
E74/415
P74/245
P74/278

McMahon

M74/165
M74/184

Mt Cattlin

M74/12
M74/155
M74/182
M74/196-M74/197

Elverdton JV

M74/136
M74/158-M74/159
M74/162-M74/163
P74/304-P74/306
E74/406

West Kundip

M74/133
M74/184

1
1
1

2
3
2
2
2

1)

Aerodrome JV agreement with Pioneer Nickel; Pioneer has the right to earn 75% in all minerals by spending $0.5m

2)

Ravensthorpe JV with Pioneer Nickel; Pioneer has earned 75% in all minerals

3)

Ravensthorpe JV with Pioneer Nickel; Pioneer has earned 75% in all minerals except tantalite, spodumene
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