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DIRECTORS’ REPORT

Your directors present their report, together vitik financial statements of the Group, being then@any and its
controlled entity, for the financial year endedXMe 2009.

Directors
The names of directors in office at any time dungince the end of the year are:

Simon Kenneth Cato Executive Chairman

Richard Homsany Non Executive Director — resignedd@y 2008
Jeremy Sean Whybrow Executive Director

Roderick Claude Mclllree Managing Director

Gordon Hart Non-executive Director — appointed 24ist 2009

Directors have been in office since the start effthancial year to the date of this report unigtberwise stated.

Company Secretary
The following person held the position of compaagrstary at the end of the financial year:

Bruce Richard Acutt — Bachelor of Commerce, Chadekccountant. Bruce trained and worked as anuamtaat with
major accounting firms in the audit and resour@is. He has been associated with the miningeaptbration sector
for over 20 years.

Principal Activities
The principal activity of the consolidated Grougidg the financial year was resources mineral engpion.

There were no significant changes in the natutee@tompany’s or group’s principal activities dgritme financial year.

Operating Results
The consolidated loss of the Group after providargncome tax amounted to 770,706 (2008: $182,287)

Dividends Paid or Recommended

The directors do not recommend the payment of &einv and no amount has been paid or declared lyyofva
dividend to the date of this report.

Review of Operations

Highlights

» Completion of the acquisition of the Bounty Gol@jBct through the acquisition of 99.99% of the &bgapital
of Montague Resources Australia Pty Ltd

e AUDS$1 million capital raisings completed
* 130% increase in gold resources announced earlyl 2009
* Geophysical work completed and integrated withl tiilgets identified
» Drilling program at Bounty Project commenced Ju@@2, 15,000 metre drill program aimed at increasing
resource inventories and testing new targets
Bounty Project

The acquisition of the Bounty Gold project, throutife acquisition of 99.99% of the issued capitalMdntague
Resources Australia Pty Ltd was finalised on 9 Malver 2008.

The initial drilling program of 15,000m of RC beguaiith the focus being on resource definition anteesgional work
along known mineralized trends. These trends wimctude the Blue Vein, North Bounty and Twiningsogp of

deposits were targeted due to the prospectivebdditional resource ounces at surface. Around 271@6 3,000m has
been set aside also for untested regional oxidetsithat have the potential to host open pittgbld reserves.
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Once the results of this drilling program have besggived and integrated a new resource modebeillun and project
economics re-evaluated. The Company, throughftitissed program will investigate significant holasthe current
resource and also follow up highly prospective ke anomalies identified through regional soilmgding and

geophysical methodologies.

Also underway is a complete infrastructure revieithihe aim of defining what existing plant and goment is of use.
There has been more than AUD$100m previously spanthings like doorstep mains power, roads andtpéeud
equipment. The Company will announce the resulthisfcomplete review in due course.

Resource upgrade

A resource upgrade was announced on thaptil 2009. For a detailed summary of those resesiplease refer to that
report.

Project Area Tonnes A gt Ounces
Bhain UG 1,986, 500 3.69 235,500
Briorth UG 138,600 252 13,200
Total 2,125,100 3.61 246,700
Project Area Tonnes Au St Ounces
Bmain OC 1,398 900 156 B3,500
Brnorth OC 719 000 1.30 30,100
Bsouth OC F0,600 142 3,200
B East OC 476,900 120 18,300
BlueWein OC 3, 206,900 154 158,400
Twinnings OC 3,622 8300 110 127,800
Bushpig OC 558,100 1.18 24 900
Razorback OC 281,500 1.15 10,300
Total 10,438, 700 1.36 456,500
| Gtotal | 12,559,900 | 1.74] 703,200 |

Table 1: Bounty Project global mineral resourcenestie at >=0.5g/t Au cutoff grade for open cut tegses (OC) and
>=2.0g/t Au cutoff grade for underground resoufd&) by project area. Figures in the above table naysum due to
rounding.

Bounty project exploration and development strategy

The Company now has a resource inventory whichritevaluate for its economic benefit and due tatheunt of work
on the project it also has numerous drill targdtk which to increase this inventory.

The Company advised that exploration drilling comuoesl at the flagship Bounty Project in the weekitr@gg 15 June
2009. A 15,000 metre program of reverse circulaticting is in progress with interim assay resuiting used to guide
later work.

Target Generation and Preliminary Geophysical Stedi

Convergent has integrated and validated all exjsgjaological, geochemical and geophysical databatshave been
generated over the broader project for the basidewitifying new exploration targets, as well asritifying prospective
areas around known gold resources. Collectivebytdingeting exercise involved the integration deasive stream, soil,
and auger datasets, RAB and RC drill hole datasets, aeromagnetic, ground magnetic and electroniag(eMm)
datasets.

Prior to the commencement of the drilling prograroumd magnetic surveys and a downhole EM prograsnbegen
completed to aid the targeting process. The grouagrnetic data provides a more detailed image oftheture and
lithology of the subsurface. Downhole EM has beglized to identify potential “Bounty style” mineliaation, which is
characterized by the sulphidation of banded iram#dion (BIF) units. Downhole EM was successfalble to identify
known mineralized zones, and therefore, has thenpiat to identify new anomalies that warrant dekting.

In conjunction with surface geochemical datasetsRAB and RC drill hole datasets, numerous newpwctive targets
have been identified that are to be tested in tine=nt drill program.
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Mining study

While this exploratory work is ongoing the board lmmmissioned MGMT Consultants to complete a degkstudy
into recommencing mining and gold production at Beunty Project. The fast track recommencement afl g
production at Bounty is enhanced due to the bewéféxisting mining lease tenure significant exigtinfrastructure
including roads, air strip, plan site, camp, works$y doorstep mains power and existing high qudlayl roads.
Additional to this is the fact that Bounty was arsficant historical gold producer with a provemdk record of
commercial gold production. This study is in theafistages of preparation and will be releasedarket in due course.

Steam Engine project

No work was done this year on this project. The @any is reviewing options regarding this asset Wwimay include a
disposal.

Financial Position

The net assets of the consolidated group haveased:by $532,783 from 30 June 2008 to $4,654,56909. This
increase is largely due to the successful camiainmg of $987,000 cash and the issue of a fuB&0,000 of capital as
part of the consideration for the acquisition & Bounty Gold project during the year.

The group’s working capital, being current assets Icurrent liabilities, has decreased from $38%Rjn 2008 to
$2,843,780 in 2009.

The directors believe the group is in a strong statlle financial position to expand and grow itg&nt operation.

Significant Changes in State of Affairs
During the December quarter the Company acquireBthunty project for a revised consideration 008,000 shares,
$214,189 cash payment to creditors and a payme$a®@DO00 to St Barbara Mines Ltd.

After Balance Date Events
On the 15 September 2009, the Company announcdgcanpent to institutional and sophisticated investents of
Shaw Stockbroking. The details of the placemeatarfollows,

= 7,000,000 shares at 14 cents per share
= 1,750,000 options at 1 cent per share.

The placement will be done in two tranches, with06,000 shares and 1,000,000 options in the fasiche settled by
21 September 2009 and 1,000,000 shares and 750p@i0Ds in the second tranche. The placement aiiler $947,625,
net of fees and will provide for an extension te turrent drilling program and further working dapi

Future Developments

Disclosure of information regarding likely developnts in the operations of the Company in futuraritial years and
the expected results of those operations is likelsesult in unreasonable prejudice to the Compasgcordingly, this
information has not been disclosed in this report.

Environmental Issues

The Company operates within the resources sectbcanducts its business activities with respectlierenvironment
while continuing to meet the expectations of shalddrs, customers, employees and suppliers. Thep@oy's
exploration activities are currently regulated ligngficant environmental regulation under laws bé tCommonwealth
and states and territories of Australia. The Camgpaims to ensure that the highest standard of@mviental care is
achieved, and that it complies with all relevantimnmental legislation.

The directors are not aware of any particular gnificant environmental issues, which have beeserhin relation to the
Company’s operations during the period coverechis/report.
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Information on Directors

Simon Kenneth Cato - Executive Director

Appointed - 25 July 2006

Qualifications - B.A.

Experience -Mr Cato has had over 25 years capital markets experiér

broking, regulatory roles and as director of listethpanies. H

initially was employed by the ASX in Sydney and intRe

During the last 19 years he has been an exarutirector and/or responsi
executive of 3 stockbroking firms and in those sdie has been involved in m:
aspects of broking including management issues fglcredit control ar
reporting to regulatory bodies in the securitiedustry. As a brokehe has als
been involved in the underwriting of a number dfidh public offers and has be
through the process of an initial public offeriligt in a dual role of broker a
director. Currently he holds a number of executine non executive radewith
listed companies in Australia.

Interest in shares & options - 1,655,020 Ordin&tyares in Convergent Minerals Ltd and 1,555,10tdis
options

Directorships held in other list- Current Chairman of;

entities Advanced Share Registry Limited - since August 2007
Director of:

Greenland Minerals and Energy — since 21 Februddg 2
Bentley International Limited — since February 2004
Queste Communications Limited —February 2008

Former directorships in other-Sofcom Limited — January 2004 to March 2008

listed entities in the last 3 years  Scarborough Equities Limited — November 2004 to dfid2009

Roderick Mclliree - Managing Director

Appointed 25 July 2006

Special responsibilities - Member of the RemuneratiGommittee

Qualifications - B.Sc. (Mineral Exploration and Mining Geology),cert. (Mineral Economics)
MAuUsIMM.

Experience - Mr Mclliree graduated from Curtin University of Tmwology in 1996 with

Bachelor of Science degree (Mineral Exploration a@Aohing Geology) an
commenced a ceer in the mining industry where he worked for ananining
companies both domestically and internationallyinipg experience in minei
exploration and in all facets of mining.

Mr Mclllree moved to the finance sector in 2000 amarked as an analyst @n
advisor for broking houses active in capital maskeMr Mclllree has experien
in international capital raisings having initiatesbveral successful mini
companies with assets both domestically and oversea

Interest in shares & options - 2,266,800 Ordinahar8s of Convergent Minerals Ltd and 2,960,1&%c
options.

Directorships held in other listed - Executive director of;

entities Greenland Minerals and Energy — since March 2006
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Executive Director

Appointed - 25 July 2006

Quialifications

Experience

Interest in shares & options

Directorships held in other listed -
entities

Richard Homsany -
Appointed -
Quialifications

Experience

Interest in Shares & Options
Directorships held in other listed -
entities

Gordon Hart -
Appointed -
Qualifications

Experience

Interest in Shares & Options
Directorships held in other listed -
entities

B.Sc. (Mineral Exploration and Nig Geology), G.cert(Minerals Economics),
M.Aus.|.M.M

Mr Whybrow has had over 12 years experience in rttieing industry bot
domestically and internationally.

Mr Whybrow has worked for companies such as SorGvedlia Ltd, PacMin Ltc
Teck Australia Ltd, Mount Edon Gold Mines Ltd ando€sus Mining NL. Hi
experience has been mainly in the operational enmient and includ
significant exposure to exploraticand mining operations, project evaluation
feasibility studies.

Previously, Mr Whybrow has worked internationally China, Africa and tt
Philippines as well as numerous localities in Aaigr
- 1,270,125 Ordinahar8s of Convergent Minerals Ltd and 1,020,180ec
options.

Director of:

Greenland Minerals and Energy — 21 February 2006

Non Executive Director.

3 October 2006 — resigned 30 July 2008

B.Com, LL.B. (Hons), Grad Dip. Rlnv., F Fin, ASA.

Mr Homsany is a partner of DLA Phillips Fox LawyeRerth. His experien
includes advising public listed companies in thergg and resources sector
corporate governance, capital raisings, mergerpjisitions and divestments.
is a nonexecutive chairman of Redport Limited, an ASX lisisompany in tr
resources sector, and has worked for an ASX toplig§éd internationall
diversified resource company in operations, risknagement and corporat®ir
Homsanyhas also completed the CPA programme and is awelf the Financi:
Services Institute of Australasia.

- 1,140,000 ordirdrgres and options.
Nil.

Non Executive Director.
24 August 2009

Nil

Mr Gordon Hart is the managing director of Vent@eup Equities, a Sydn
based investment house and corporate advisoryédsnssin

Mr Hart has over 25 years experience in the staxdtbg industry, having worke
with worked with stockbrokers Bridges Son and SkeeghPaul Morgan and C
BT Stockbroking and Bain and Co. Mr Hart was afeo,10 years ca@wner o
Shaw Stockbroking

- Nil

Nil.
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Remuneration Report - Audited
This report details the nature and amount of rematim for each director of Convergent Minerals laidd for the
executives receiving the highest remuneration.

Remuneration Policy

The remuneration policy of Convergent Minerals btts been designed to align director and executijectives with
shareholder and business objectives by providirfixed remuneration component and offering spedifing-term
incentives based on key performance areas affetiingompany’s financial results. The board of Gogent Minerals
Ltd believes the remuneration policy to be appiterand effective in its ability to attract andaietthe best executives
and directors to run and manage the company, dsawereate alignment of interests between dirscttecutives and
shareholders.

The board’s policy for determining the nature amibant of remuneration for board members and sesxecutives of
the company is as follows:

= All executives receive a base salary (which is das® factors such as length of service and expegjeand
superannuation.

The executive directors and executives receive persmnuation guarantee contribution required bygteernment,
which is currently 9%and do not receive any other retirement benefits.

All remuneration paid to directors and executivevalued at the cost to the company and expensedes§ given to
directors and executives are valued as the difteréxetween the market price of those shares arahtbent paid by the
director or executive.

The board policy is to remunerate non-executiveatars with a base fee and, for special exertibmarket rates for
time, commitment and responsibilities. The boardaasvhole, fulfilling the role of the remuneratiommmittee
determines payments to the non-executive direendsreviews their remuneration annually, based arket practice,
duties and accountability. The maximum aggregatewennof fees that can be paid to non-executivectbirs is subject
to approval by shareholders at the Annual GeneraétMg. Fees for non-executive directors are nuktelil to the
performance of the company. However, to align dinet interests with shareholder interests, theedors are
encouraged to hold shares in the company.

Employment Contracts and arrangements

Simon Cato, Executive Chairman

= Term and type of contract — service agreement sulgeannual review.

= Base salary, for the year ended 30 June 2009 q08@@&nd is paid monthly in arrears.

= Entitled to receive a separate director’s fee d@f,8@0 per annum.

= Superannuation at 9% is payable on the base sahardirectors fee

= Entitled to be reimbursed for all out of pocket empes necessarily incurred in the performancesoflliiies
including relating to travel, entertainment, accoodiation, meals and telephone.

= Either the Company or the director may terminatrtangagement without cause by giving the othetypa
three months written notice.

= Remuneration will be reviewed every 12 months oothsrwise agreed between the parties.
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Roderick Mclllree, Managing Director
= Term and type of contract — service agreement sulgeannual review.
Base salary, for the year ended 30 June 2009 q086G&nd is paid monthly in arrears.
Entitled to receive a separate director’s fee @,8a@0 per annum.
Superannuation at 9% is payable on the base safardirectors fee.
Entitled to be reimbursed for all out of pocket empes necessarily incurred in the performancesofitiiies
including relating to travel, entertainment, accoodiation, meals and telephone.
= Either the Company or the director may terminatrtangagement without cause by giving the othetypa
three months written notice.
= Remuneration will be reviewed every 12 months ootasrwise agreed between the parties.

Jeremy Whybrow, Executive Director
= Term and type of contract — service agreement stitjeannual review.
Base salary, for the year ended 30 June 2009 g088G&nd is paid monthly in arrears.
Entitled to receive a separate director’s fee &,8@0 per annum.
Superannuation at 9% is payable on the base sahardirectors fee.
Entitled to be reimbursed for all out of pocket empes necessarily incurred in the performancesofiiiies
including relating to travel, entertainment, accomaiation, meals and telephone.
= Either the Company or the director may terminatgrtangagement without cause by giving the othetypa
three months written notice.
= Remuneration will be reviewed every 12 months oothsrwise agreed between the parties.

Gordon Hart, Non Executive director -Appointed 24 August 2009
= Term and type of contract — no set term.
Base salary of $1,000 per day for special exewstiorked capped at $70,000 per year.
Entitled to receive a separate director’s fee @,8Q0 per annum.
Superannuation at 9% is payable on the base sahardirectors fee.
Entitled to be reimbursed for all out of pocket empes necessarily incurred in the performancesofitiiies
including relating to travel, entertainment, accoodiation, meals and telephone.
= Either the Company or the director may terminatrtangagement without cause by giving the othetypa
three months written notice.
= Remuneration will be reviewed every 12 months ootasrwise agreed between the parties.

Mr Richard Homsany, Non-executive director

Mr Hormsany was a non-executive director of thenpany, up to 30 July 2008, and was entitled toiveca director’s
fee of $40,000 per annum plus an additional feespacial exertion work performed. Superannuati®?&was payable
in addition to all fees paid.

Company performance, shareholder wealth and directoand executive remuneration

The remuneration policy has been tailored to aligninterests of shareholders, directors and ex@sutTo achieve this
aim, the entity may issue options to the majoritylioectors and executives to encourage the alignragpersonal and
shareholder interests. The Company notes thatir@ttors are shareholders at present and tha€Ctimpany has no
present intention to issue incentive shares ooaptio directors.

The following table shows the gross revenue anitprfmr the period from incorporation to 30 Jur@02 for the listed
entity, as well as the share price at the endefittancial period.

2009 2008 2007
Revenue $473,645 $216,594 $89,512
Net Loss $770,716 $182,287 $78,672
Share Price at period end $0.075 $0.145 $0.36
Dividends Paid 0 cents 0 cents 0 cents

Key Management Personnel Remuneration Policy
The board’s policy for determining the nature antbant of remuneration of key management for the Qay is as
follows:

The remuneration structure for the key managemergomnel is based on a number of factors, includiamgth of
service, particular experience of the individuahcerned, and overall performance of the Companye dontracts for
service between the Company and key managemerarpeisare on a continuing basis, the terms of wiaigh not
expected to change in the immediate future.
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The board determines the proportion of fixed andabde compensation for each key management peekorRefer
below.

Key Management Personnel Remuneration
2009
Key Management Person

Salary, Fees ar Superannuation  Total Performance
Commissions  Contribution Related

$ $ $ %
Directors
Simon K. Cato 60,000 5,400 65,400 -
Roderick C. Mclllree 75,000 6,750 81,750 -
Jeremy S. Whybrow 70,000 6,300 76,300 -
Richard Homsany 64,800 5,797 70,597 -

269,800 24,247 294,047 -
2008
Key Management Person

Salary, Fees ar Superannuation Performance
Commissions  Contribution Related
$ $ )

Directors
Simon K. Cato 50,000 4,500 54,500 -
Richard Homsany 40,000 3,600 43,600 -
Jeremy S. Whybrow 50,000 4,500 54,500 -
Roderick C. Mclliree 50,000 4,500 54,500 -

190,000 17,100 207,100 -

Options issued as part of remuneration for the year ended 30 June 2008 and 30 June 2009
At the date of this report, no options were issigedirectors and executives as part of their rematin.

Shares issued on Exercise of Compensation Options
There were no options exercised during the yeambee granted as compensation in prior periods.

Meetings of Directors
During the financial period, 6 meetings of direstavere held. Attendances by each director duriegyémar were as
follows:

Director Directors Meetings
Number eligible to Number
attend attend
Simon K. Cato 6 6
Richard Homsany - -
Jeremy S. Whybrow 6 6
Roderick C. Mclliree 6 6

Indemnifying Officers

During or since the end of the financial year th@mpany has not paid any premiums to insure thectire against
liabilities arising as a result of their roles. eET@ompany has, however entered into Deeds of Initigmith access to all
directors.

Options
At the date of this report, the unissued ordindigres of Convergent Minerals Ltd under option aréodows:
Issue Date Issue Price Number of Options issued $
27 August 2007 $0.005 36,650,180 183,251
4 May 2009 $0.079 1,200,000 94,800
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Proceedings on Behalf of Company

No person has applied for leave of Court to brimgcpedings on behalf of the Company or interverenyproceedings
to which the Company is a party for the purposeaking responsibility on behalf of the Company &tiror any part of
those proceedings.

The Company was not a party to any such proceedingsg the period.

Non-audit Services

The board of directors is satisfied that the prioviof non-audit services performed during the yisamompatible with
the general standard of independence for audingypesed by the Corporations Act 2001. The direcioessatisfied that
the services disclosed below did not compromisesiternal auditor's independence for the followiagson:

- All non-audit services have been reviewed and amardo ensure that they do not impact the integuitg
objectivity of the auditor; and

- The nature of the services provided do not compsertie general principles relating to auditor iredefznce
with APES 110: Code of Ethics for Professional Aatiants set by the Accounting Professional andcithi
Standards Board.

During the year, no non-audit services were pravioyethe auditors.

Auditor’s Independence Declaration
The lead auditor’s independence declaration foyda ended 30 June 2009 has been received armpkdanond on page
10 of the directors’ report.

Signed in accordance with a resolution of the BadrDirectors.

S Cato
Chairman

Date: 3¢' September 2009
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CHARTERED ACCOUNTANTS

2ND FLOOR, 35 HAVELOCK ST, WEST PERTH WA 6005
PO BOX 609, WEST PERTH WA 6872

TELEPHONE +61 8 9322 2798  FACSIMILE +61 8 9481 2019
E-MAIL: MAIL@MACKCO.COM.AU ~ WEB: MACKCO.COM.AU

AUDITOR’S INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
TO THE DIRECTORS OF CONVERGENT MINERALS LTD

| declare that to the best of my knowledge andefhediuring the year ended 30 June 2009 there haae: b

0] No contraventions of the auditor independence reqénts as set out in the Corporations Act 2001 in
relation to the audit; and

(i) No contraventions of any applicable code of praéesd conduct in relation to the audit.

Mok and s

MAck & Co

v

e

SSFERMANIS
PARTNER
WESTPERTH

DATE:30™ SEPTEMBER2009
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Consolidated Parent
Note 2009 2009 2008
$ $ $

Revenue 2 473,645 472,902 216,594
Directors fees and salaries (278,639) (278,639) (159,375)
Share based payments (94,800) (94,800) -
Occupancy expenses (52,343) (51,253) (45,600)
Superannuation (34,986) (29,630) (6,750)
Employee benefits expense (93,081) (81,011) (30,9
Impairment of exploration asset (397,428) (398)42 -
Other expenses (293,084) (220,178) (26,222)
Loss before income tax expense 3 (770,716) (689,03 (182,287)
Income tax expense 4 - - -
Loss after related income tax expense (770,716) 680,037) (182,287)
Loss attributable to minority equity interest 10 - -
Loss attributable to members of parent entity (770,706) (680,037) (182,287)

Cents Cents Cents
Basic loss per share 5 (1.39) (1.23) (0.49)
Diluted loss per share S (1.39) (1.23) (0.49)

The accompanying notes form part of these finarst@kements.
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BALANCE SHEET
AS AT 30 JUNE 2009

Consolidated Parent
Note 2009 2009 2008
$ $ $
Current Assets
Cash and Cash Equivalents 6 3,120,759 3,035,337 3,344,360
Trade and Other Receivables 7 73,924 25,237 19,626
Other Current Assets 8 55,000 55,000 -
Total Current Assets 3,249,683 3,115,574 3,363,986
Non-Current Assets
Trade and Other Receivables 7 - 585,489
Financial Assets 9 253,125 687,314 -
Property, Plant and Equipment 10 206,798 16,934 11,335
Exploration and evaluation expenditure 11 50,862 466,121 847,593
Total Non-Current Assets 1,810,785 1,755,858 858,928
Total Assets 5,060,468 4,871,432 4,222,914
Current Liabilities
Trade and Other Payables 12 398,909 116,673 101,132
Short Term Provisions 13 6,994 9,615 -
Total Current Liabilities 405,903 126,288 101,132
Total Liabilities 405,903 126,288 101,132
Net Assets 4,654,565 4,745,144 4,121,782
Equity
Issued Capital 14 5,416,894 5,416,894 4,208,295
Reserves 269,247 269,247 174,447
Accumulated Losses (1,031,666) (940,997) (260,960)
Minority equity interest 90 - -
Total Equity 4,654,565 4,745,144 4,121,782

The accompanying notes form part of these finarst&ements.

12
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Consolidated

Balance at 1 July 2007

Options exercised during the year

Capital raising costs adjusted
Loss attributable to members
of the entity

Balance at 30 June 2008

Loss attributable to members
of the entity

Adjustment to initial public
offering costs

Contributions of equity net of
transaction costs

Issue of shares for acquisition
of assets

Share based payments
Minority interest arising from
acquisition

Balance as at 30 June 2009

Issued Option Accumulated  Minority
Capital Reserve Loss Interest Total
$ $ $ $
4,187,770 174,972 (78,673) 4,284,069
20,500 (500) - - 20,000
25 (25) - - -
- - (182,287) - (182,287)
4,208,295 174,447 (260,960) - 4,121,782
- - (770,706) (10) (770,716)
1,458 - - - 1,458
987,141 - - - 987,141
220,000 - - - 220,000
- 94,800 - - 94,800
- - - 100 100
5416,894 269,247 (B 90 4,654,565

The accompanying notes form part of these finarst@kements.
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2009

CONVERGENT MINERALS LTD
And Controlled Entities
2009 Financial Report

Parent

Issued Option Accumulated

Capital Reserve Loss Total

$ $ $ $

Balance at 1 July 2007 4,187,770 174,972 (78,673) ,2844069
Options exercised during the year 20,500 (500) - , 02D
Capital raising costs adjusted 25 (25) - -
Loss attributable to members
of the entity - - (182,287) (182,287)
Balance at 30 June 2008 4,208,295 174,447 (260,960),121,782
Loss attributable to members
of the entity - - (680,037) (680,037)
Adjustment to initial public
offering costs 1,458 - - 1,458
Contributions of equity net of
transaction costs 987,141 - - 987,141
Issue of shares for acquisition
of assets 220,000 - - 220,000
Share based payments - 94,800 - 94,800
Balance as at 30 June 2009 5416,894 269,247 @A0,9 4,745,144

The accompanying notes form part of these finarst@kements.
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STATEMENT OF CASH FLOWS
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CONVERGENT MINERALS LTD
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2009 Financial Report

Consolidated Parent
Note 2009 2009 2008
$ $
CASH FLOWS FROM OPERATING
ACTIVITIES
Payments to suppliers and employees (531,352 (594,067) (393,072)
Interest received 141,258 140,955 220,254
Interest paid (10,898) - -
Net cash used in operating activities 16 (@9p) (453,112) (172,818)
CASH FLOW FROM INVESTING
ACTIVITIES
Payments for plant and equipment (71,439) (7,942) -
Proceeds from sale of plant and equipment 46,000 -
Investment in listed shares (150,000) (150,000) -
Payments for acquisition of subsidiary 16(b) (289)1 (264,189) -
Proceeds from sale of investments 231,718 231,718 -
Payments for exploration expenditure (269) (15,956) (278,411)
Net cash used in operating activities (662)11 (206,369) (278,411)
CASH FLOWS FROM FINANCING
ACTIVITIES
Proceeds from share issues less costs 14B7, 987,141 20,000
Proceeds from borrowings - - 51,000
Repayment of borrowings (142,638) (51,195) -
Loan to subsidiary - (585,488) -
Net cash from financing activities 84450 350,458 71,000
Net increase/(decrease) in cash held (223,601 (309,023) (380,229)
Cash and equivalents at the beginning
of the year 3,344,360 3,344,360 3,724,589
Cash and equivalents at the end of the year 6 3,120,759 3,035,337 3,344,360

The accompanying notes form part of these finarst@kements

15



CONVERGENT MINERALS LTD
And Controlled Entities
2009 Financial Report

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial reports of Convergenhéals Limited for the year ended 30 June 2009 audisorised for
issue in accordance with a resolution of directmt29 September 2009. The consolidated finantiéments of the
Company as at and for the year ended 30 June 260fyrise the Company and its subsidiary/’Group”.

The financial report is a general purpose financgbort that has been prepared in accordance withktrélian
Accounting Standards, other authoritative pronooma#s of the Australian Accounting Standards Boand the
Corporations Act 2001.

The financial report covers Convergent Minerals, ladisted company, trading on the Australian SiéegrExchange,
limited by shares, incorporated and domiciled irstalia.

The financial report of Convergent Minerals Ltd quims with Australian Accounting Standards and rimé¢ional
Financial Reporting Standards (IFRS).

The following is a summary of the material accongtpolicies adopted by the Company in the prepavatif the
financial report. The accounting policies have beamsistently applied unless otherwise stated.

Basis of Preparation

The financial report has been prepared on an dedpaais and is based on historical costs and mimetsike into account
changing money values or, except where statederiuvaluations of non-current assets. Cost istharehe fair values
of the considerations given in exchange for assets.

Going concern

The accounts have been prepared on the going eohasis, which contemplates continuity of normalibess activities
and the realisation of assets and settlement loffitias in the normal course of business. The @rincurred a loss of
$770,716 for the year ended 30 June 2009. Includ#dn this loss was the write off of exploratiompenditure of
$397,428.

The ability of the Company and the Group to corgitw pay its debts as and when they fall due i@gnt upon the
Company successfully raising additional share ehpitd ultimately developing one of its mineralgedies.

The directors believe it is appropriate to preghese accounts on a going concern basis because:

* The directors have an appropriate plan to raisétiaddl funds as and when it is required. In ligtitthe
consolidated entity’s current exploration projeth® directors believe that the additional capigluired can be
raised in the market; and

* The directors have an appropriate plan to contaitaim operating and exploration expenditure ifrappate
funding is unavailable.

The accounts have been prepared on the basidhithantity can meet its commitments as and whenfdikgue and can
therefore continue normal business activities, #rel realisation of assets and liabilities in thelimary course of
business.

Accounting Policies

(&) Principles of Consolidation
A controlled entity is any entity Convergent Minksrdtd has the power to control the financial anqbrating
policies of so as to obtain benefits from its &tigs.

A list of controlled entities is contained in N@&B to the financial statements. All controllediggs have a June
financial year-end.

All inter-company balances and transactions betwasgiiies in the Group, including any unrealisedfis or

losses, have been eliminated on consolidation. oating policies of subsidiaries have been changkdre
necessary to ensure consistencies with those oligpplied by the parent entity.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont)

(b)

(€)

(d)

(e)

(f)

Where controlled entities have entered or left @m®up during the year, their operating results hbeen
included/excluded from the date control was obthimeuntil the date control ceased.

Subsidiary acquisitions are accounted for usingpilnehase method of accounting. Investments isididries
are accounted for at cost in the individual finahstatements of Convergent Minerals Ltd.

Income tax

The charge for current income tax expense is basdtie profit for the period adjusted for any n@sessable or
disallowed items. It is calculated using tax ratlest have been enacted or are substantively ehdstehe
balance sheet date.

Deferred tax is accounted for using the balancetdiability method in respect of temporary diffaces arising
between the tax bases of assets and liabilitiegtsid carrying amounts in the financial statement® deferred
income tax will be recognised from the initial rgodtion of an asset or liability, excluding a buess
combination, where there is no effect on accoumingxable profit or loss.

Deferred tax is calculated at the tax rates thatepected to apply to the period when the assetaissed or
liability is settled. Deferred tax is creditedthe income statement except where it relates tosithat may be
credited directly to equity, in which case the defd tax is adjusted directly against equity.

Deferred income tax assets are recognised to ttenteit is probable that future tax profits will la&vailable
against which deductible temporary differenceslmantilised.

The amount of benefits brought to account or whiiy be realised in the future is based on the gssomthat
no adverse change will occur in income taxationslagon and the anticipation that the company w#rive
sufficient future assessable income to enable #mefit to be realised and comply with the condsioof
deductibility imposed by the law.

Impairment of assets

At each reporting date, the Company reviews theyicay values of its tangible and intangible assetdetermine

whether there is any indication that those assete been impaired. If such an indication exists,recoverable
amount of the asset, being the higher of the asfat' value less costs to sell and value in isepmpared to the
asset’s carrying value. Any excess of the assat'sying value over it recoverable amount is expdn® the

income statement.

Impairment testing is performed annually for godtamd intangible assets with indefinite lives.

Where it is not possible to estimate the recoverahount of an individual asset, the Company estisnthe
recoverable amount of the cash-generating unitticiwthe asset belongs.

Revenue
Interest revenue is recognised on a proportionalsbtaking into account the interest rates applicab the
financial assets.

All revenue is stated net of the amount of goodkservices tax (GST).

Trade and other receivables

Collectibility of receivables is reviewed on an oy basis. Debts which are known to be uncoléetare
written off. A provision for doubtful debts is s&id when some doubt as to collection exits.

Trade and other payables

These amounts represent liabilities for goods amdices provided to the entity prior to the endhad financial
period and which are unpaid. The amounts are unsé@nd are usually paid within 30 days of rectigmi
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont)

(9

(h)

Cash and cash equivalents

Cash and cash equivalents include cash on handsiieeld at call with financial institutions aather highly
liquid investments with original maturities of tlerenonths or less and bank overdrafts. Bank ovisdeae
shown within short term borrowings in current liglds on the balance sheet.

Financial assets

The entity classifies its investments in the follogvcategories: financial assets at fair valueubfoprofit or loss,
loans and receivables, and available-for-sale fiidmssets. The classification depends on thegser for which
the investments were acquired. Management detesttire classification of its investments at initedognition
and re-evaluates this designation at each repaiftig

All regular way purchases and sales of financisets are recognised on the trade date i.e. thetatehe
Company commits to purchase the asset. Regulapwaases or sales are purchases or sales of iihassets
under contracts that require delivery of the assdthin the period established generally by regatator
convention in the marketplace.

0] Financial assets at fair value through profit loss
Financial assets classified as held for tradingiackided in the category ‘Financial assets at Yailue
through profit or loss’. Financial assets are éfeesbas held for trading if they are acquired floe purpose
of selling in the near term. Derivatives are allEssified as held for trading unless they are degied as
effective hedging instruments. Gains or lossesnvrstments held for trading are recognised in poofi
loss.

(i)  Held-to-maturity investments
Non-derivative financial assets with fixed or detarable payments and fixed maturity are classifisd
held-to-maturity when the Group has the positiviention and ability to hold to maturity. Investmgnt
intended to be held for an undefined period areimdtided in this classification. Investments thad
intended to be held-to-maturity, such as bondssabsequently measured at amortised cost. Thisicost

computed as the amount initially recognised mindecfpal repayments, plus or minus the cumulative

amortisation using the effective interest metho@my difference between the initially recognisedant

and the maturity amount. This calculation includésees and points paid or received between attie
the contract that are an integral part of the é&ffednterest rate, transaction costs and all offremiums
and discounts. For investments carried at amortiestl gains and losses are recognised in profi sy
when the investments are derecognised or impaasediell as through the amortisation process.

(i) Loans and receivables
Loans and receivables are non-derivative finarasakts with fixed or determinable payments thahate
guoted in an active market. Such assets are caatiathortised cost using the effective interesthimet

Gains and losses are recognised in profit or losermthe loans and receivables are derecognised or

impaired, as well as through the amortisation pgsce

(iv)  Available-for-sale investments
Available-for-sale investments are those non-déxiedinancial assets that are designated as dlaifar-
sale or are not classified as any of the threegaliag categories. After initial recognition avallkafor sale

investments are measured at fair value with gainesses being recognised as a separate compohent o

equity until the investment is derecognised orluht investment is determined to be impaired, laictv
time the cumulative gain or loss previously repditeequity is recognised in profit or loss.

The fair value of investments that are activelgéahin organised financial markets is determineddgrence to
quoted market bid prices at the close of businegh® balance sheet date. For investments wittctieeamarket,
fair value is determined using valuation technigu&sch techniques include using recent arm’s lemgginket
transactions; reference to the current market vafuanother instrument that is substantially thmeadiscounted
cash flow analysis and option pricing models
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont)

(i)

0

(k)

()

(m)

Goods and services tax (GST)
Revenues, expenses and assets are recognised thet amount of GST, except where the amount of GST
incurred is not recoverable from the Australian Tfice. In these circumstances the GST is recgmghas part
of the cost of acquisition of the asset or as phan item of the expense. Receivables and payablihe balance
sheet are shown inclusive of GST.

Cash flows are presented in the cash flow stateowiat gross basis, except for the GST componeintvesting
and financing activities, which are disclosed asraping cash flows.

Capitalisation of exploration and evaluation expendure

Exploration, evaluation and development expenditocerred is accumulated in respect of each idiablé area
of interest. These costs are only carried forwarthe extent that they are expected to be recotlpedgh the
successful development of the area or where desvin the area have not yet reached a stage Hratitp
reasonable assessment of the existence of ecorilymemmverable reserves.

Accumulated costs in relation to an abandoned areavritten off to the income statement in the yieawhich
the decision to abandon the area is made.

When production commences, the accumulated costhéorelevant area of interest will be amortisedrahe
life of the area according to the rate of depletibthe economically recoverable reserves.

A regular review is undertaken of each area ofrggeto determine the appropriateness of contintongarry
forward costs in relation to that area of interest.

Costs of site restoration are provided over the d&if the facility from when exploration commence®l are
included in the costs of that stage. Site restmmatiosts include the dismantling and removal ofimgrplant,

equipment and building structures, waste removal, rehabilitation of the site in accordance withusles of the
mining or petroleum permits. Such costs have besprohined using estimates of future costs, curkegl

requirements and technology on an undiscounted.basi

Any changes in the estimates for the costs areusated on a prospective basis. In determining trstscof site
restoration, there is uncertainty regarding themmgaand extent of the restoration due to commumifyectations
and future legislation. Accordingly the costs hdeen determined on the basis that the restoratitinbes
completed within 1 year of abandoning the site.

Acquisition of assets

The purchase method of accounting is used forcalligitions of assets regardless of whether egu#tyuments
or other assets are acquired. Cost is determimeideafair value of the assets given up, sharegdser liabilities
undertaken at the date of acquisition plus inciglecsts directly attributable to the acquisition.

Share based payments
The fair value of options and shares of the comgamgcognised as an expense in the financialretates in
relation to the granting of these options.

Earnings per share

() Basic earnings per share
Basic earnings per share is determined by divitlegnet profit after income tax attributable to nbens
of the company, excluding any costs of servicingityqother than ordinary shares, by the weighted
average number of ordinary shares outstanding gluhie financial period, adjusted for bonus eleménts
ordinary shares issued during the period.

(i) Diluted earnings per share
Diluted earnings per share adjusts the figures usdloe determination of basic earnings per shartake
into account the after income tax effect of interasd other financing costs associated with digutiv

potential ordinary shares and the weighted averageber of shares assumed to have been issued for no

consideration in relation to dilutive potential ovary shares.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont)

(n)

(0)

(P)

Issued capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the éssefinew shares or options are shown in equitydedaction, net
of tax, from the proceeds. Incremental costs direattributable to the issue of new shares oransj or for the
acquisition of a business, are included in the ob#te acquisition as part of the purchase conatam.

Critical accounting estimates and judgement

The directors evaluate estimates and judgementsrgocated into the financial report based on hissbr
knowledge and best available current informatidestimates assume a reasonable expectation of fatwets
and are based on current trends and economicaldtaned both externally and within the Group.

Key Estimates — Impairment

The Group assesses impairment at each reportimgbgaevaluating conditions specific to the Grougat timay
lead to impairment of assets. Where an impairmggger exists, the recoverable amount of the asset
determined. Value-in-use calculations performedssessing recoverable amounts incorporate a nuhlery
estimates.

Exploration and evaluation costs

Exploration and evaluation expenditure incurredésumulated in respect of each identifiable areatefest.
These costs are carried forward in respect of ea #rat has not at balance sheet date reachede vskdch
permits a reasonable assessment of the existenothemwise of economically recoverable reserved, ative
and significant operations in, or relating to, #tea of interest are continuing.

Plant and Equipment
Each class of plant and equipment is carried at oodair value less, where applicable, any accuated
depreciation and impairment losses.

Cost includes expenditure that is directly attritlé to the acquisition of the item. In the evérait tsettlement of
all or part of the purchase consideration is def&rcost is determined by discounting the amouaysliple in the
future to their present value as at the date ofiiaittpn.

The carrying amount of plant and equipment is et annually by directors to ensure it is not icess of the
recoverable amount from these assets. The recdgesiaiount is assessed on the basis of the expeetethsh
flows that will be received from the assets emplegyimand subsequent disposal. The expected netfloagh
have been discounted to their present values erméting recoverable amounts.

Subsequent costs are included in the asset’s ngraynount or recognised as a separate asset, @pdafe, only
when it is probable that future economic benefitsogiated with the item will flow to the Group atié cost of
the item can be measured reliably. All other repaird maintenance are charged to the Income Statelueng
the financial period in which they are incurred.

Depreciation
The depreciable amount of all fixed assets is déated over their useful lives to the Group comniggdrom
the time the asset is held ready for use.

The depreciation rates used for each class of digmle assets are:

Class of Fixed Asset Depreciation Rate
Plant and equipment 12.5% - 33%
Office furniture and equipment 10%- 33%
Motor Vehicles 18.75%
Mine site development costs 4%

The estimated useful lives, residual values andredigtion method is reviewed at the end of eachuainn
reporting period.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont)

An asset’s carrying amount is written down immesliato its recoverable amount if the asset’s cagyamount
is greater than its estimated recoverable amount.

Gains and losses on disposals are determined bparorg proceeds with the carrying amount. Thesasgand
losses are included in the Income Statement. Weealued assets are sold, amounts included in trauagion
reserve relating to that asset are transferredténed earnings.

(q) Comparatives

There are no comparatives for the consolidateduaitsoat 30 June 2008 as the Company had not made th
acquisitions to form a consolidated group at ttzéd

NOTE 2: OTHER REVENUE

Consolidated Parent
2009

$

Revenue from outside operating activities

Interest 138,361 138,058 216,593
Profit on sale of shares 161.719 161.719 )
Gain on disposal of plant and equipment 440 _ _
Unrealised gain on market value of investments 173.125 173.125 )
Revenue 473,645 472,902 216,593

NOTE 3: LOSSES

Consolidated Parent
2009

$

Loss from operations have been arrived
at after charging the following items:

Depreciation, plant and equipment 6,085 2,342 1,510

NOTE 4: INCOME TAX

Consolidated Parent

2009
$
(@) Tax expense - - -
Current tax - - -
Deferred tax - - -
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NOTE 4: INCOME TAX (cont)

Consolidated

2009
$

(b) The prima facie tax benefit on loss from
ordinary activities before tax is reconciled
to the income tax as follows:
Prima facie tax benefit on loss at 30% (2008:

30%) (231,215) (204,011) (54,686)
Add:
Tax effect of:
other non-allowable items 12,934 6,025 443
Share based payments 28,440 28,440 -
Provisions and accruals 133 133 2,400
Accrued income 869 869 1,098
Impairment of tenement carrying cost 228 119,228 -
Revenue losses not recognised 332,918 125,096 0,685
494,522 279,791 154,623
Less:
Tax effect of:
Exploration and evaluation expenditure 192,314 784, 83,523
Capital raising costs 19,055 19,055 16,414
Revaluation of investments 51,938 51,938
263,307 75,780 99,937
Income tax - - -
The applicable average weight tax rates as
follows: 0% 0% 0%
(c) The following deferred tax balances have not
been recognised:
Deferred tax assets at 30%
Carry forward revenue loss 694,562 486,740 361,644
Capital raising costs 43,389 43,389 49,294
Provisions and accruals 6,133 6,133 6,000
744,084 536,262 416,938

The tax benefits of the above deferred tax assétenly be obtained if:

(a) The Company derives future assessable income afuaenand of an amount sufficient to enable thesfisrnto be

utilised.

(b)  The Company continues to comply with the conditifmrsdeductibility imposed by law; and
(c)  No change in income tax legislation adversely affiee Company in utilising the benefits.
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NOTE 4: INCOME TAX (cont

Consolidated Parent

2009
$

Deferred tax liabilities:

at 30%

Exploration and evaluation expenditure 327,364 9,836 254,278
Accrued income 2,595 2,595 3,464
Revaluation of investments 51,938 51,938 -

381,897 194,369 257,742

The above deferred tax liabilities have not beeogaised as they have given rise to the carry futweavenue losses for
which the deferred tax asset has not been recahnise

NOTE 5: LOSS PER SHARE

Consolidated

2009

$
(a) Loss used to calculate basic and dilutive EPS 770,716) (680,037) (182,287)

No No No
(b) Weighted average number of ordinary shares on
issue during the year used in calculation of bE§IS 55,462,875 55,462,875 36,850,300
(c) Weighted average number of ordinary shares on
issue during the year used in calculation of bE§IS 55,462,875 55,462,875 36,850,300
(d) Basic loss per share (Cents) (1.39) (1.23) (0.49)

Diluted loss per share (Cents) (1.39) (1.23) (0.49)

NOTE 6: CASH AND EQUIVALENTS

Consolidated Parent
2009
$
Cash on hand 160 60 -
Cash at bank 536,638 469,316 2,273,733
Cash on deposit 2,583,961 2,565,961 1,070,627
3,120,759 3,035,337 3,344,360

Cash at bank is earning interest on floating irgierates between zero and 1.5% (2008: zero and)5.2%
Deposits are earning interest at rates ranging #®9% to 7.57% (2008: 7.59% to 7.76%)

NOTE 7: TRADE AND OTHER RECEIVABLES (Current)

Consolidated Parent
2009
$
Accrued interest 8,651 8,651 11,548
GST recoverable 65,273 16,586 8,078
73,924 25,237 19,626

Terms and conditions relating to the above othsetas
0] Other debtors are non-interest bearing and arealbrisettled on 30 day terms.
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NOTE 7: TRADE AND OTHER RECEIVABLES (Non-current

Loan to subsidiary

NOTE 8: OTHER CURRENT ASSETS

Consolidated Parent
2009 2009
$
- 585,489 -
- 585,489 -

Funds held in trust
Prepayments

NOTE 9: FINANCIAL ASSETS

Consolidated Parent
2009
$
50,000 50,000 -
5,000 5,000 -
55,000 55,000 -

Shares in listed companies — at fair value
Investment in subsidiary

NOTE 10: PLANT AND EQUIPMENT

Consolidated Parent
2009
$
253,125 253,125 -
- 434,189 -
253,125 687,314 -

Consolidated

2009
$

Parent

Plant and equipment at cost
Less: accumulated depreciation

Motor vehicles at cost
Less: accumulated depreciation

Furniture and fittings at cost
Less: accumulated depreciation

Mine site development at cost
Less: accumulated depreciation

Total plant and equipment

93,728
(47,956)

21,208
(4,274)

13,267
(1,932)

45,772

16,934

11,335

102,951
(18,061)

84,890

19,952
(12,891)

7,061

74,418
(5,343)

69,075

206,798

16,934

11,335
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NOTE 10: PLANT AND EQUIPMENT (cont)

(a) Movements in carrying amounts
Movements in the carrying amounts for each clagsarft and equipment between the beginning ane tideof
the period.

Consolidated

2009
$

Plant and equipment

Carrying amount at beginning of year 11,335 11,335 12,845
Additions 71,439 7,941 -
Disposals (40,134) - -
Additions through acquisition of entity 195,658 - -

Depreciation expense (6,085) (2,342) (1,510)

Write-off of assets (25,415) - -
Carrying amount at end of year 206,798 16,934 11,335

NOTE 11: EXPLORATION AND EVALUATION EXPENDITURE

Consolidated Parent
2009
$
Cost brought forward 847,593 847,593 569,183
Exploration and/or evaluation phase in current
period 900,697 15,956 278,410
Impairment of Tenement carrying cost (i) (32B) (397,428) -
1,350,862 466,121 847,593
0] Based on an independent valuation, the Group hatemidown the value of its Three Sister project in
Queensland.
(ii) The recoverability of the Group’s carrying valuetoé capitalized exploration and evaluation expemei

is subject to the successful development and ewfilon of the exploration property. Alternatively
recoverability could result from the sale of theement at an amount at least equal to the cargrmgunt.

NOTE 12: TRADE AND OTHER PAYABLES

Consolidated Parent
2009
$
Trade creditors 206,454 44,464 -
Sundry payables and accrued expenses 12,45 72,209 101,132
398,909 116,673 101,132

Terms and conditions relating to the above findringtruments.
0] Trade creditors are non-interest bearing agwnkgally on 30 day terms.
(i)  Other creditors are non-interest bearing hade no fixed repayment terms.
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NOTE 13: PROVISIONS

Consolidated Parent
2009
Employee entitlements 9,615 9,615 -
Fringe benefit tax (2,621) - -
6,994 9,615 -
NOTE 14: ISSUED CAPITAL
2009 2008
$ $
Fully paid ordinary shares at 5,715,946 4,473,061
Less: capital raising expenses (299,052) (264,766)
5,416,894 4,208,295
Movements in issued capital
Date Detail Issue price Number $
25 July 2006 Seed capital $0.20 300 60
1 September 2006 Capital raising $0.01 15,250,000 152,500
18 December 2006 IPO $0.20 21,500,000 4,300,000
Balance at 30 June 2007 36,750,300 4,452,560
8 August 2007 Options exercised $0.20 100,000 0,5
Less: capital raising costs (264,765)
Balance at 30 June 2008 36,850,300 4,208,295
16 December 2008 Shares issued for acquisition of
subsidiary 4,000,000 220,000
19 March 2009 Capital raising $0.07 10,212,575 .88
28 May 2009 Capital raising $0.07 4,400,000 308,00
Less: capital raising costs (35,744)
Adjust to prior year capital raising
costs 1,458
Balance at 30 June 2009 55,462,875 5,416,894

Capital Management

Management controls the capital of the company rideo to maintain a good debt to equity ratio, pdevithe
shareholders with adequate returns and ensuréhthabmpany can fund its operations and continiegsng concern.

There are no externally imposed capital requirement
Management effectively manages the company’s dabijtaassessing the company’s financial risk andigtdjg its
capital structure in response to changes in thisks and in the market. These responses incllemtnagement of debt

levels and share issues.

There have been no changes in the strategy adbptedinagement to control the capital of the compange the prior
year.
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NOTE 15: OPTIONS RESERVE

2009 2008
$ $
Balance at beginning of financial period 174,447 174,972
Capital raising costs - (25)
Employee equity settled transactions (i) 94,800 -
Recognition of options exercised - (500)
Balance at end of financial period 269,247 174,447

The option premium reserve records items recograseekpenses on valuation of employee share options
(i) See note 23 for valuation detalils.

NOTE 16: CASH FLOW INFORMATION

Reconciliation of cash flows from operations witis$
after income tax

Consolidated

2009
$
Loss after income tax (770,706) (680,037) (182,287)
Non cash items
Depreciation 6,085 2,342 1,510
Impairment of tenement carrying cost ,398 397,428 -
Share based payments 94,800 94,800 -
Unrealised movement in market value of
investments (173,125) (173,125) -
Gains on sale of assets of plant and equipment (161,719) (161,718) -
Gain on disposal (440) - -
Write off expenses 1,459 1,459 -

Changes in operating assets and liabilities

Decrease/(increase) in other assets 2989, (10,611) 4,164
Increase/(decrease) in other payables 264,524 76,350 3,795
(400,992) (453,112) (172,818)
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NOTE 16(b): CASH FLOW INFORMATION

Acquisition of subsidiary

Consolidated Parent

2009
$

During the year 99.9% of the controlled entity
Montague Resource Australia Pty Ltd was acquired.
Details of this transaction are:

Purchase consideration
Consisting of:

— Cash consideration 214,189 214,189
— Issued shares - in Convergent Minerals Limited 220,000 220,000
Total consideration 434,189 434,189
Cash consideration 214,189 214,189
Fee paid to administrator 50,000 50,000
Cash outflow 264,189 264,189
Assets and liabilities held at acquisition date:
Cash and cash equivalent 38,089 -
Receivables 39,148 -
Tenement at cost 259,649 -
Property, plant and equipment 195,658 -
Payables (15,111) -
Financial liabilities (83,244) -
434,189 -
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NOTE 17: BUSINESS COMBINATION
On 9 November 2008, Convergent Minerals Ltd acqu@@.9% of Montague Resources Australia Pty Itd.

(i) Purchase consideration

Consideration

Number Fair Value
of shares Per security

$

Fair value

$

Cash 214,189
Shares issued 4,000,000 0.055 220,000
434,189

Total cost of acquisition

(ii) Assets and Liabilities acquired

Acquiree's
Carrying
Amount Fair Value
$
Assets
Cash and equivalent 38,089 38,089
Other receivables 39,148 39,148
Tenement at cost - 259,649
Plant and equipment 195,658 195,658
272,895 532,544
Liabilities
Trade and other payables 15,111 15,111
Short term financial liabilities 24,166 24,166
Long Term financial liabilities 59,078 59,078
98,355 98,355
Net Assets 174,540 434,189
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NOTE 18: FINANCIAL RISK MANAGEMENT AND POLICIES

The Group’s principal financial instruments comprisash and short term deposits. The main purpo#e dinancial
instruments is to earn the maximum amount of istea¢ a low risk to the economic entity. The Gralgo has other
financial instruments such as trade debtors anditors which arise directly from its operationsorRhe period under
review, it has been the Group’s policy not to tradénancial instruments

The main risks arising from the Group’s financiastruments are interest rate risk and credit riSke board reviews
and agrees policies for managing each of these &gl they are summarised below:

(@) Interest Rate Risk
The Group is exposed to movements in market intea¢ss on short term deposits. The policy is tmitor the
interest rate yield curve out to 120 days to enaupalance is maintained between the liquidityasftcassets and
the interest rate return. The Group does not Bhwvet or long term debt, and therefore this riskisimal.

(b)  Credit Risk
Credit risk refers to the risk that a counter pawtly default on its contractual obligations re$udf in financial
loss to the Group. The Group has adopted the ypaliconly dealing with credit worthy counterpartiaad
obtaining sufficient collateral or other securithaeve appropriate, as a means of mitigating the afslinancial
loss from defaults.

The Group does not have any significant credit esfjosure to any single counterparty or any Grofip o
counterparties having similar characteristics. Thaying amount of financial assets recorded & fihancial
statements, net of any provisions for losses, sgmts the Group’s maximum exposure to credit risk.

(c) Liquidity Risk
The Group manages liquidity risk by monitoring foast cash flows and ensuring the adequate undtilise
borrowing facilities are maintained. The Group@igy is to ensure no more than 30% of borrowingsutd
mature in any 12 month period.
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NOTE 19: FINANCIAL INSTRUMENTS

(a) Interest rate risk exposures
The Group’s exposure to interest rate risk, whicthe risk that a financial instruments value flilctuate as a
result of changes in market interest rates anétfeetive weighted average interest rates on tfinaacial assets
and financial liabilities in as follows:

CONSOLIDATED

Average Fixed Interest
Effective Floating Non-Interest Maturing Less
Interest Rate Interest Rate Bearing Than 1 Year
30 June 2009 % $ $ $ $
FINANCIAL ASSETS
CURRENT
Cash and cash equivalents 4.43 536,638 16C 2,583,961 3,120,759
Trade and other receivables - 73,92¢ - 73,924
Other assets - 55,00( - 55,000
536,638 129,08 2,583,961 3,249,683
FINANCIAL LIABILITIES
CURRENT
Trade and other payables - 398,90 - 398,909
Total financial liabilities - 398,90¢ - 398,909
PARENT
Average Fixed Interest
Effective Floating Non-Interest Maturing Less
Interest Rate Interest Rate Bearing Than 1 Year
30 June 2009 % $ $ $ $
FINANCIAL ASSETS
CURRENT
Cash and cash equivalents 4.45 469,316 60 2,565,961 3,035,337
Trade and other receivables - - 25,23 - 25,237
Other assets - - 55,00( - 55,000
Total current financial assets 469,316 80,29 2,565,961 3,115,574

FINANCIAL ASSETS

NON-CURRENT

Loan to subsidiary - - 585,48 - 585,489
Total non-current financial assets - 585,48 - 585,489

FINANCIAL LIABILITIES

CURRENT

Trade and other payables - - 116,67 - 116,676
Total financial liabilities - 116,67 - 116,673
30 June 2008 % $ $ $ $
FINANCIAL ASSETS

CURRENT

Cash and cash equivalents 3.84 2,273,733 - 1,070,627 3,344,360
Other assets - 19,62¢ - 19,626
Total financial assets 2,273,733 19,62¢ 1,070,627 3,363,986
FINANCIAL LIABILITIES

CURRENT

Trade and other payables - 101,13 - 101,133
Total financial liabilities - 101,13 - 101,133
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NOTE 19: FINANCIAL INSTRUMENTS (cont)
Trade and sundry payables are expected to be pdidiaws:

CONSOLIDATED

2009 2008
$ $
Less than 6 months 398,909 101,133
PARENT
2009 2008
$ $
Less than 6 months 116,673 101,133

(b)  Financial assets
Trade receivables from other entities are carrtatbeninal amounts less any provision for doubtkibis.

Other receivables are carried at nominal amounrds lditerest is taken up as income on an accruals.ba

(c) Financial liabilities
Liabilities are recognised for amounts to be paithe future for goods and services received, vdraihnot
billed to the Group.

(d) Equity
Ordinary share capital is recognised at the fduevaf the consideration received by the Group.

(e)  Credit risk exposures
The credit risk on financial assets of the Group haen recognised on the statement of financiatipos
and is generally the carrying amount net of anyisions for doubtful debts.

The Group does not have any material credit rigkoenre to any single debtor or group of debtorseund
financial instruments entered into.

4] Net fair value of financial assets and liabililes
The carrying amount of cash and cash equivalemsoapnates fair value because of their short-teratumity.

(g)  Sensitivity analysis
Interest Rate Risk, Foreign Currency Risk and PriceRisk
The Group has performed sensitivity analysis ne¢pto its exposure to interest rate risk and prigle at balance
date. This sensitivity analysis demonstrates ffexieon the current year results and equity prevthich could
result from a change in these risks.

Interest Rate Sensitivity Analysis
At 30 June 2009, the effect on profit and equityassult of changes in the interest rate, withotder variables
remaining constant would be as follows:

2009 2008
$ $

Change in profit

Increase in interest rate by 1% (100 basis points) 5,400 22,700

Decrease in interest rate by 1% (100 basis points) (5,400) (22,700)
Change in equity

Increase in interest rate by 1% (100 basis points) 5,400 22,700

Decrease in interest rate by 1% (100 basis points) (5,400) (22,700)

NOTE 20: SEGMENT INFORMATION

The Group operates in one geographical segmentgbiiistralia, and in one business segment beintpetjpn for
minerals.
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NOTE 21: EVENTS SUBSEQUENT TO BALANCE DATE
On the 15 September 2009, the Company announcdgcanpent to institutional and sophisticated invest@nts of
Shaw Stockbroking. The details of the placemeataarfollows,

= 7,000,000 shares at 14 cents per share
= 1,750,000 options at 1 cent per share.

The placement will be done in two tranches, with06,000 shares and 1,000,000 options in the fiasiche settled by
21 September 2009 and 1,000,000 shares and 750p@i00s in the second tranche. The placement aitller $947,625,
net of fees and will provide for an extension te turrent drilling program and further working dapi

NOTE 22: COMMITMENTS FOR EXPENDITURE
In order to maintain current rights of tenure toplexation licences, the Group is required to perfominimum
exploration work to meet the minimum expenditurguisements.

If the Group decides to relinquish certain licenegsl/or does not meet these obligations, assetgmeed in the
balance sheet may require review to determine ppecpriateness of the carrying values. The sedasfer or farm-out
of exploration rights to third parties will reduoeextinguish these obligations.

The company is planning on incurring the followegpenditure:

2009 2008
$ $
Not longer than 1 year 460,000 -
Longer than 1 year, but not longer than 5 years - 300,000
460,000 300,000

NOTE 23: RELATED PARTIES
Transactions between related parties are on nocoraimercial terms and conditions no more favourabéen those
available to other parties unless otherwise stated.

Key management personnel

Mr Simon CatdExecutive Chairman

Mr Roderick McillreeManaging Director

Mr Jeremy WhybrowExecutive Director

Mr Richard HomsanyNon-executive Director

The company, during the year issued options to eyegls as part of an employee incentive schemeaciis were not
entitled to receive any options under this scheme.

Number of Exercise

Value @

Tranche
A

options
issued
500,000

4/05/200¢

31/12/2011

price
$

0.1¢

grant date
$
39,500

B

700,000

4/05/200¢

31/12/2011

0.1¢

55,300

Options were priced using the Black Scholes motiet expected life of the option is based on the thatween grant
date of the option and the option expiry date. &kgected volatility has been calculated usingcthsing price on the
ASX of the company’s fully paid shares over varyiime periods.

Input into model Tranche A

Underlying security spot price $0.11 $0.11
Exercise price $0.10 $0.10
Life of option 2.66 years 2.66 years
Volatility 125% 125%
Dividend yield - -
Risk free rate 3.19% 3.19%
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NOTE 23: RELATED PARTIES (cont)
Terms under which the options are issued are ksl

(i) Each Option entitles the holder to one Share

(i) The Options are unlisted and will not be transflradxcept with the approval of the Board. Once the
Options are exercised, the Company will apply teehthe Options listed and the shares will be freely
transferable.

(iii) The Company will provide to each Options holdercdiae that is to be completed when exercising the
Options (Notice of Exercise). Subject to thesenterthe Options may be exercised wholly or in jbgrt
completing the Notice of Exercise and deliveringpgether with payment to the secretary of the Gamgp
to be received any time prior to the Expiry Dat&he Company will process all relevant documents
received at the end of every calendar month.

(iv) Upon the exercise of an Option and receipt ofe#ivant documents and payment, the holder in aeoce
with paragraph (i) will be allotted and issued ai®hranking pari passu with the then issued Shares.
(V) There will be no participating rights or entitlentennherent in the Options and the holders will het

entitled to participate in new issues of capitalallmay be offered to Shareholders during the ceyef
the Options. However, the Company will ensure fbathe purposes of determining entitlements tg an
such issue, the record date will be at least 7negsi days after the issue is announced. Thisgivd
Option holders the opportunity (where availablegxercise their Options prior to the date for defaing
entitlements to participate in any such issue.

(vi) If there is a bonus issue (Bonus Issue) to Shadehgl the number of Shares over which an Option is
exercisable will be increased by the number of &avhich the holder would have received if the Qpti
had been exercised before the record date for tmaiBIssue (Bonus Shares). The Bonus Shares must b
paid up by the Company out of profits or resenassthie case may be) in the same manner as wasappli
in the Bonus Issue, and upon issue will rank egualiall respects with the other Shares on issugt dlse
date of issue of the Bonus Shares.

Loans to key management personnel and their reladeties
There were no loans outstanding at the reporting tekey management personnel and their relatapa

Other transactions with the Company

No director has entered into a material contrgaaiafrom employment) with the company since tlmiporation of the
company and there were no material contracts imvglglirectors’ interests subsisting at period end.

Director related entities
The Homsany Family Trust, a trust which Mr Rich&tdmsany has a direct relationship with, was paid,$37, for
consulting services provided by Mr Homsany. Twant has been disclosed in the Directors’ remuiteraeport.

NOTE 24: AUDITORS’ REMUNERATION
2009 2008
$ $

Amounts received or due and receivable by Mack &d&2p
- an audit of the financial report 35,889 36,500
- taxation matters

35,889 36,500

NOTE 25: CRITICAL ACCOUNTING ESTIMATES & JUDGEMENTS

In preparing this Financial Report the Group hasnbeequired to make certain estimates and assumsptioncerning
future occurrences. There is an inherent risk th@tresulting accounting estimates will not equetactly with actual
events and results.

a) Significant accounting judgements
In the process of applying the company's accourgigies, management has made the following judies
apart from those involving estimations, which héive most significant effect on the amounts recaghis the
financial statements:
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NOTE 25: CRITICAL ACCOUNTING ESTIMATES & JUDGEMENTS (cont)

Capitalisation of exploration and evaluation expendure

The Group has capitalised significant exploratioml &valuation expenditure on the basis either thigt is
expected to be recouped through future successfigldpment (or alternatively sale) of the Areadriérest
concerned or on the basis that it is not yet ptessibassess whether it will be recouped.

Deferred tax assets

The Group expects to have carried forward tax Bs#dch have not been recognised as deferred &etsass it
is not considered sufficiently probable at thisrpan time, that these losses will be recouped leams of future
profits taxable in the relevant jurisdictions.

b) Significant accounting estimates and assumptions
The carrying amounts of certain assets and ligdsliare often determined based on estimates anchpens of
future events. The key estimates and assumpti@shttve a significant risk of causing a materigusttinent to
the carrying amounts of certain assets and ligslivithin the next annual reporting period are:

Impairment of capitalised exploration and evaluation expenditure

The future recoverability of capitalised exploratiand evaluation expenditure is dependent on a aurob
factors, including whether the Group decides tol@kphe related lease itself or, if not, whethesiiccessfully
recovers the related exploration and evaluatioatabsough sale.

Factors that could impact the future recoverabififude the level of reserves and resources, dutrchnological
changes, costs of drilling and production, prodirctirates, future legal changes (including changes t
environmental restoration obligations) and changemmodity prices.

As at 30 June 2009, the carrying value of capédlisxploration expenditure is $1,350,862.

NOTE 26: INTEREST IN CONTROLLED ENTITY

Controlling interest

Controlled entity Country of incorporation 2009 2008
Montague Resources Australia Pty Ltd Australia

NOTE 27: CONTINGENT ASSETS / LIABILITIES
There are no contingent liabilities or assets mgidisclosure.
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NOTE 28: CHANGE IN ACCOUNTING POLICY

The following Australian Accounting Standards h&veen issued or amended and are applicable to thg®ut are not
yet effective. They have not been adopted in pegjmar of the financial statements at reporting date

Initial application of the following Standards wilbt affect any of the amounts recognised in tharfcial report, but
will change the disclosures presently made iniaiab the Group and the Company’s financial report

Effective for annual Expected to be
reporting periods initially applied in the

Standard beginning on or after financial year ending

¢« AASB 101 ‘Presentation of Financial Statements’ 1 January 2009 30 June 2010
(revised September 2007), AASB 2007-8 ‘Amendments
to Australian Accounting Standards arising from
AASB 101’, AASB 2007-10 ‘Further Amendments to
Australian Accounting Standards arising from AASB

101
1 January 2009 30 June 2010

e AASB 8 ‘Operating Segments’, AASB 2007-3

‘Amendments to Australian Accounting Standardsiiagis

from AASB 8’ 1 January 2009 (and that 30 June 2010

i i ends on or after 30 April

¢« AASB 2009-2 ‘Amendments to Australian Accounting 2009)

Standards — Improving Disclosures about Financial

Instruments’

Initial application of the following Standards/Inpeetations is not expected to have any materiphithon the
financial report of the Group and the Company hawvekie impact of the application is yet to be fudiyaluated:

Effective for annual Expected to be
reporting periods initially applied in the

beginning on or after financial year ending

Standard/Interpretation
e AASB 123 ‘Borrowing Costs’ (revised), AASB 2007-6 1 January 2009 30 June 2010
‘Amendments to Australian Accounting Standardsiragis
from AASB 123’

¢« AASB 3 ‘Business Combinations’ (revised), AASB 127 Business combinations 30 June 2010
‘Consolidated and Separate Financial Statements’ occurring after the
(revised) and AASB 2008-3 ‘Amendments to Australian beginning of annual
Accounting Standards arising from AASB 3 and AASB reporting periods
127 beginning 1 July 2009

¢« AASB 2008-1 ‘Amendments to Australian Accounting 1 January 2009 30 June 2010
Standard - Share-based Payments: Vesting Conditions
and Cancellations’

¢« AASB 2008-2 ‘Amendments to Australian Accounting 1 January 2009 30 June 2010
Standards - Puttable Financial Instruments and
Obligations arising on Liquidation’

» AASB 2008-5 ‘Amendments to Australian Accounting 1 January 2009 30 June 2010
Standards arising from the Annual Improvementsdetbj
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NOTE 28: CHANGE IN ACCOUNTING POLICY (cont)

Effective for annual Expected to be
reporting periods initially applied in the

beginning on or after financial year ending

Standard/Interpretation

» AASB 2008-6 ‘Further Amendments to Australian 1 July 2009 30 June 2010
Accounting Standards arising from the Annual
Improvements Project’

* AASB 2008-7 ‘Amendments to Australian Accounting 1 January 2009 30 June 2010
Standards — Cost of an Investment in a Subsidiary,
Jointly Controlled Entity or Associate

» AASB 2008-8 ‘Amendments to Australian Accounting 1 July 2009 30 June 2010
Standards — Eligible Hedged Items’

«  AASB 2009-4 ‘Amendments to Australian Accounting 1 July 2009 30 June 2010
Standards arising from the Annual Improvements
Process’

« AASB 2009-5 ‘Further Amendments to Australian

Accounting Standards arising from the Annual 1 January 2010 30 June 2011
Improvements Process’

e AASB 2009-6 “Amendments to Australian Accounting 1 January 2009 (i) 30 June 2010
Standards”

« AASB 2009-7 “Amendments to Australian Accounting 1 July 2009 (i) 30 June 2010
Standards”

« AASB1 ‘F’irst-time Adoption of Australian Accountin 1 July 2009 30 June 2010
Standards

e AASB Interpretation 15 ‘Agreements for the 1 January 2009 30 June 2010
Construction of Real Estate’

e AASB Interpretation 16 ‘Hedges of a Net Investmiera 1 October 2008 30 June 2010
Foreign Operation’

* AASB Interpretation 17 ‘Distributions of Non-cash 1 July 2009 30 June 2010
Assets to Owners’, AASB 2008-13 ‘Amendments to
Australian Accounting Standards arising from AASB
Interpretation 17 — Distributions of Non-cash Asdet
Owners’
AASB Interpretation 18 ‘Transfers of Assets from 1 July 20009 (iii) 30 June 2010
Customers’
0] made to the guidance to AASB118 ‘Revenue’ that havexplicit application date and are taken to be

immediately effective.
(ii) Applicable to financial years beginning on or aftefanuary 2009 that end on or after 30 June 2009.
(iii) AASB Interpretation 18 applies to transfers of &sf®m customers received on or after 1 July 2009.

NOTE 29: COMPANY DETAILS
The registered office and principal place of busénef the company is:

Convergent Minerals Ltd
Level 1

37 Colin Street

West Perth WA 6005
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DIRECTORS’ DECLARATION

The directors of the company declare that:

(@) the financial statements, notes and the additioiedlosures included in the directors’ report deaigd as
audited, of the company and consolidated entityraeecordance with the Corporations Act 2001, uduig:

() giving a true and fair view of the company and adidsited entity’s financial position as at 30 J@899
and of their performance for the year ended ondh#g;

(i)  comply with Accounting Standards and Corporatioegiations 2001 and other mandatory professional
reporting requirements; and

(b)  the Chief Executive Officer and Chief Financial i0éf have declared that:

0] the financial records of the company and consadiantity for the financial year have been properly
maintained in accordance with section 295A ofG@loeporations Act 2001

(i)  the financial statements and notes for the findiygiar comply with the Accounting Standards; and
(i)  the financial statements and notes for the findiyeiar give a true and fair view.

(c) in the directors’ opinion there are reasonable gdsuo believe that the company will be able to imyebts as
and when they become due and payable.

This declaration is made in accordance with a tewwl of the Board of Directors.

S Cato
Chairman

Date 30" September 2009
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INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF
CONVERGENT MINERALS LIMITED

Report on the Financial Report

We have audited the accompanying financial report of Convergent Minerals Limited (the Company) and the
controlled entity (the Consolidated Entity), whichmprises the balance sheets as at 30 June 20@3harnncome
statements, statements of changes in equity aridfag statements for the year ended on that datsymmary of
significant accounting policies, other explanatorgtes and the directors’ declaration of the Codsddid Entity
comprising the Company and the entity it controtéthe year end or from time to time during timaficial year.

Directors’ Responsibility for the Financial Report

The directors of the Company are responsible fer ggheparation and fair presentation of the findnmgort in
accordance with Australian Accounting Standardlicing the Australian Accounting Interpretatiorshd the
Corporations Act 2001 This responsibility includes establishing and mteining internal control relevant to the
preparation and fair presentation of the finanmglort that is free from material misstatement, twbedue to fraud or
error; selecting and applying appropriate accognginlicies; and making accounting estimates thatraasonable in
the circumstances. In note 1, the directors alst® sin accordance with Accounting Standard AASR Bfesentation
of Financial Statementghat the financial report of the Consolidateditgnicomprising the financial statements and
notes, complies with International Financial RejpgriStandards.

Auditor’'s Responsibility

Our responsibility is to express an opinion on fimancial report based on our audit. We conducted audit in

accordance with Australian Auditing Standards. Eh&sditing Standards require that we comply witlevant ethical
requirements relating to audit engagements and goddnperform the audit to obtain reasonable assaramether the
financial report is free from material misstatement

An audit involves performing procedures to obtaimlitevidence about the amounts and disclosuréBeirfinancial
report. The procedures selected depend on theoasdijidgment, including the assessment of thesrisk material
misstatement of the financial report, whether dudraud or error. In making those risk assessmehts,auditor
considers internal control relevant to the entitgteparation and fair presentation of the financigdort in order to
design audit procedures that are appropriate irciteemstances, but not for the purpose of expngsan opinion on
the effectiveness of the entity’s internal contwsh audit also includes evaluating the appropriassnof accounting
policies used and the reasonableness of accouasitimates made by the directors, as well as evatu#te overall
presentation of the financial report.

We believe that the audit evidence we have obtaiseslifficient and appropriate to provide a basis dur audit
opinion.

Independence

In conducting our audit, we have complied with ithdependence requirements of tberporations Act 2001
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Auditor’s Opinion
In our opinion:

(a) the financial report of Convergent Minerals Lingitand its controlled entity is in accordance wita€orporations
Act 2001 including:

(i) giving a true and fair view of the Company and @ensolidated entity’s financial position as at 3®e& 2009
and of their performance for the year ended ondh##; and

(i) complying with Australian Accounting Standar¢including the Australian Accounting Interpretais) and the
Corporations Regulations 2001.

(b) the financial report also complies with Intefaaal Financial Reporting Standards as disclosatbie 1.

Report on the remuneration report

We have audited the remuneration report includethén directors’ report for the year ended 30 JuB@92 The
directors of the Company are responsible for tleparation and presentation of the remunerationrtép@ccordance
with section 300A of theCorporations Act 2001 Our responsibility is to express an opinion ba temuneration
report, based on our audit conducted in accordawtbeAustralian Auditing Standards.

Auditor’s Opinion

In our opinion, the remuneration report of Convetddinerals Limited for the year ended 30 June 2@@9nplies with
section 300A of th€orporations Act 2001

Mach and.

MAck & Co

SSFERMANIS
PARTNER
WESTPERTH

DATE: 30™ SEPTEMBER2009
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CORPORATE GOVERNANCE

Principles of Best Practice Recommendations commeary

The Board of Director’s are responsible for therallestrategy, governance and performance of CajardrMinerals
Ltd. (hereafter CVG or the Company). The Compangrisexploration company whose strategy is to adtantial
shareholder value through the acquisition, expilonatdevelopment and commercialization of projeéctéustralia with
a proposed focus on the Bounty project. The Boagdddopted a corporate governance framework whidnsiders to
be suitable given the size, history and strategh®iCompany.

Principles of Best Practice Recommendations

In accordance with ASX Listing Rule 4.10, CVG igu@ed to disclose the extent to which it has fokadl the Principles
of Best Practice Recommendations during the firnear. Where CVG has not followed a recommendatiais has
been identified and an explanation for the departas been given.

Principle 1: Lay solid foundations for management ad oversight
The Board has established a framework within theu@that:

- enables it to provide strategic guidance and affecupervision of management;

- clarifies the respective roles and responsibiliiEBoard members and senior executives;
- ensures a balance of authority so that no singlwiotual has unfettered powers; and

- identifies significant business risks and ensunas those risks are well managed.

The Managing Director, Mr Roderick Mclllree, is pessible for the day-to-day management of the Ganghhas been
delegated the role Chief Executive Officer.

The Board has also adopted a Board Charter whitilsiehe functions and responsibilities of the Bband those
delegated to management. In addition, letters gbayment have been signed by non-executive direcod each
executive director has signed an employment agreerecopy of the Board Charter has been placetherCompany’s
website.

Principle 2: Structure the Board to add value

The Board has been structures so that it has ekecomposition, size and commitment to adequadidgharge its
responsibilities and duties. The names and quatifios of the Directors are stated in the annyabntealong with the
date of appointment. Each Director is entitledeoeive independent professional advice at the Coy'paxpense.

At present the board has no independent directors.

The Board believes that it is however able to égerjudgment and does possess the necessary skitlsrtise and
experience required to effectively discharge tldeities. The focus has been on the ability of tharBdo add value by
discharging their duties, rather than on meetieglkdependence test in the guidelines.

The roles of the Chairman and the Chief Executiffec€r are exercised by Mr Cato and Mr Rod Mclllrespectively.

The Board maintains the roles of Audit, Nominatiamd Risk Management Committees to itself as it ickems the
Company not appropriate in size to justify thesswdscommittees.

The executive director board members have, exezutisponsibility for the operations of the Company.
The responsibilities are split into 3 sections:

* The Managing Directors role in allocating prioritiand tasks to the executives of the Company, rigatttie
Company generally, raising capital as required@nglic relations at all levels.

* The exploration and development effort.
»  Other corporate support.

Each executive (whether or not a director) repontis activities to the Managing Director who ntors their role and
then reports to the board as required. The boaadvd®le monitors the Managing Directors work.

The board will undertake annual performance reviefibe director’s performance.
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Principle 3: Promote ethical and responsible decish-making
Ethical and responsible decision-making is promdgthe Board in a top-down approach.

The Board has adopted a Code of Conduct to guel®trectors, the Chairman, the Chief Executive ¢gffiand other
key executives as to practices necessary to maiotaifidence in the Company'’s integrity and to tégponsibility and
accountability of individuals for reporting and éstigating reports of unethical behavior.

The Board recognizes legal ethical and other otitiga to all legitimate stakeholders and the rezagnt to act in
accordance with these obligations. The Companydraglized its policies accordingly.

The Board has also adopted a Securities TradingyRobd guide investment decisions. The Companyrwsadopted
compliance standards and procedures to facilifa¢eimplementation and assessment of the Code oflU@brand
Securities Trading Policy. Given the Company’ssizistory and strategy it was not considered gppate to adopts
these policies during the reporting period. The @any will largely comply with these recommendatialsing future
reporting periods.

A copy of the Copy of Conduct and Securities Trgd®olicy has been placed on the Company’s website.

Principle 4: Safeguard integrity in financial reporting
The integrity of the Company’s financial reportiisca critical aspect of CVG’s corporate governaaee structures have
been implemented during the reporting period tafwand safeguard the integrity of the Companyr&ficial reporting.

It is the policy of the Board that the Companysafiicial statements be reviewed or audited, at @amim, each half
year. The financial statements are reviewed b\Btterd which operates under formal terms of refezemiich is placed
on the website.

The Board has requested that the Chief Executivicédfand Finance Director state in writing thae tfinancial
statements present a true and fair view, in allenigt respects, of the Company’s financial conditand operational
results and are prepared in accordance with Inteme Financial Reporting Standards.

Principle 5: Make timely and balanced disclosure
The Board promotes timely and balanced disclostiedl material matters concerning the Company.

The Company has formalized its policy to promoteiléure whereby all senior management understdraprocesses in
relation to the timely disclosure of information.

A copy of the Reporting Policy has been placedhenGompany’s website.

Principle 6: Respect the rights of shareholders

The Board respects the rights of all shareholdeds t facilitate the effective exercise of thogghts, the Company is
committed to effective communication with shareleotd This occurs by electronic ASX releases tontlagket, and by
the provision to shareholders of balanced and wtaledable information in relation to corporate [sads.

Shareholders generally participate in shareholdsetimgs through the appointment of a proxy. The gamg’s external
Auditor is invited to attend these meetings.

Principle 7: Recognise and manage risk

The Company recognizes the importance of managskgand has established systems to assess, maniiomanage
risk based on the Company’s size, history and eggsat The exploration and development of naturabueses is a
speculative activity that involves a high degreémdncial risk.

The Company has formalized its policy to identifyonitor and manage risk.

The Chief Executive Officer and Company Secretaeyrasponsible for the identification and managenoétusiness
risks. The Board has obtained a written confirnmafrem the Chief Executive Officer and the Comp&wecretary that
the statement in relation to principle 4 aboveoisnided on a sound system of risk management aach@tcompliance
and control. The Board has obtained a statemeriirecong that the systems are operating efficierthd effectively in
all material respects.
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Principle 8: Remunerate fairly and responsibly
The Board is committed to ensuring that the level @mposition of remuneration is sufficient ands@nable and that

its relationship to corporate and individual penfiance is defined.

Executive Remuneration Policy

The Company remunerates its senior executivesiiamner that is market competitive, consistent Wwéht practice and
aligned to the interests of shareholders. Remuoperabmprises a fixed salary, determined from aketareview, to
reflect core performance requirements and expecmtof the relevant position and statutory suparation where
applicable.

Non-Executive Remuneration Policy
Non-Executive Directors are paid a fixed fee outtltdé maximum aggregate amount which has been apgrby
shareholders. Non-executive Directors would betledtio statutory superannuation where applicable.

There are no schemes for retirement benefits, dtiagr statutory superannuation, for any non-exeeudirector.
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