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Directors� report
The directors of Fairstar Resources Ltd submit herewith the financial report of the company for the financial year 
ended 30 June 2008. In order to comply with the provisions of the Corporations Act 2001, the directors report as 
follows:

Directors
The names of the directors in office at any time during or since the end of the year are:
Name of Director Period as Director
HJ Paiker Appointed 11/04/2006
K Robertson Appointed 12/02/2006
AP Rudd Appointed 11/04/2006
V Hovanessian Appointed 15/03/2008
KM Allen Appointed 12/02/2006          Resigned  10/03/2008
M Pal Appointed 30/07/2008

Information on Directors:

Vazrick Hovanessian � Chairman (Non-executive),  Age 53
Qualifications � Bach. Of Bus., M.App.Fin; CPA;  FCSA
Experience � Mr. Hovanessian brings to Fairstar Resources Limited 25 years of business and 

corporate advisory experience including directorships in several emerging junior 
oil & gas and resources companies.
Mr Hovanessian was appointed Chairman on 31 July 2008.

Interest in Shares and Options � None
Directorships held in other 
listed entities during the past 3 
years.

� Director of: Broad Investments Limited (ASX: BRO), E-Com Multi Limited 
(ASX:ECE), Entertainment Media & Telecoms Corporation Limited (ASX: ETC)

Kevin J Robertson � Managing Director (Executive), Age 61
Qualifications � Certified quarry manager
Experience � Mr Robertson entered the Australian Mining Industry in 1972 and has been 

actively involved, mostly at a senior level, in various mining operations throughout 
Tasmania and Western Australia, including the positions of Open � Pit Supervisor 
for the Savage River Iron Ore Mining Operation in Tasmania and as Mine 
Manager for a gold mining operation in Coolgardie, Western Australia.  Mr 
Robertson is a certified quarry manager and has gained considerable experience in 
the gold mining industry from project development through to production.

Interest in Shares and Options � 2,412,600 ordinary shares and options to acquire a further 2,740,000 ordinary 
shares.

Directorships held in other 
listed entities during the past 3 
years.

� None

Mahendra Pal � Director (Executive), Age 69
Qualifications � M. Sc,  FAusIMM (Australia), MSGAT (India)
Experience � Mr Pal has extensive management experience in the mining and exploration 

industry, both in Australia and internationally and has worked across many 
commodities, including copper, gold, uranium, iron, coal, oil, shale, oil and gas,  
etc.  Prior to joining Fairstar, Mr Pal spent two periods working with Rio Tinto, 
commencing in 1970.  During this time he was Principal Geologist for Hamersley 
Iron Pty Limited, where he made major iron ore discoveries at the Mount Tom 
Price and Paraburdoo mines, and also worked in other senior management 
positions up until 1999. From 1980 to 1984 he worked for ESSO as a Principal 
and Chief Geologist on the Rundle Oil Shale Project feasibility study.  Mr Pal also 
ran his own Geological Consultancy business, from 2000 to April 2007, where he 
worked with a range of mining and energy companies, including: Auiron Energy, 
Centrex Metals, Rio Tinto Exploration, Hamersley Iron, Consolidated Minerals, 
Sinosteel Australia and Sumitomo Corporation.

Interest in Shares and Options � 200,000 options to acquire ordinary shares, exercisable at 35 cents each.
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Directorships held in other 
listed entities during the past 3 
years.

� None

Alan Rudd � Director (Non-executive), Age 42
Qualifications � B.App.Sc
Experience � Mr Rudd has been involved in mineral exploration for 17 years since graduating 

from Curtin University of Western Australia in 1990.  He has successfully 
explored for a wide range of commodities including gold and base metals 
predominantly in the Eastern Goldfields of Western Australia.  Mr Rudd resides in 
Kalgoorlie and brings a wealth of experience in all facets of geology including 
tenement project acquisition, grass roots exploration and project development.  He 
is a also a non executive director of Golden West Resources Limited.

Interest in Shares and Options � 6,645,000 ordinary shares and options to acquire a further 2,162,500 ordinary 
shares.  

Directorships held in other 
listed entities during the past 3 
years.

� Current director of Golden West Resources Limited since 8 March 2004. During 
the year the Fairstar board implemented appropriate protocols relating to Mr 
Rudd�s participation in Fairstar board meetings and management discussions by 
excluding Mr Rudd from such participation relating to the Golden West Resources 
Ltd takeover bid

Harold Paiker � Director (Non-executive), Age 52
Qualifications � B. Juris LLB LLM
Experience � Mr Paiker is a commercial lawyer and principal of his own practice.  He qualified 

as a lawyer in South Africa and emigrated to Australia in 1987.  In 1991 he 
obtained a Masters degree in law with an emphasis in Corporations Law.
Note that Mr Paiker acted as Chairman from his appointment on 11 April 2006
until he resigned as Chairman on 31 July 2008, but remains a Non-Executive 
Director.

Interest in Shares and Options � 500,000 ordinary shares in Fairstar Resources Ltd and options to acquire a further 
850,000 ordinary shares.

Directorships held in other 
listed entities during the past 3 
years.

� None

Company Secretary

The Company Secretary is Mr Alan E Thomas.  He has a Bachelor of Business from Curtin University and is a 
Chartered Accountant.  Mr Thomas was appointed on 10 March 2008 and has over 20 years experience in finance & 
administration, predominantly in the accounting profession.

Principal Activities

The principal activity of Fairstar Resources Ltd is exploring for gold, uranium, iron ore, base metals and oil and gas.

Operating Result

The loss of the company after taxation for the financial year ended 30 June 2008 was $34,161,953 
(2007 - $4,060,592). The result for the year is arrived at after allowing for the following material one-off items �

(b) Loss relating to shares in Golden West Resources Ltd lost in the collapse of 
Opes Prime Group Ltd. Whilst still uncertain. The Directors believe that a portion 
of the loss may be recovered from the liquidation of Opes Prime in due course. $20,654,025

(a) Loss related to the unauthorised disposal of shares in Golden West Resources Ltd 
by an unrelated Financier. The Directors are confident that a portion of this loss 
will be recovered in due course from current legal action. $4,167,578

(c) Share based payments of $2,900,000 related to the acquisition of oil & gas 
interests in Victoria $2,900,000

$27,721,603



Fairstar Resources Ltd
Directors� report

Page 5

Dividends Paid or Recommended

No dividends were paid during the year and no recommendation is made as to dividends.

Review of Operations

Exploration Activity
Fairstar Resources� exploration activities are spread over the States of Western Australia and Victoria. Since listing 
on Australian Stock Exchange in October 2006, the Company has actively explored for gold, base metals and 
uranium at its projects in the Yilgarn Block of Western Australia across 26 tenements; comprising 18 Exploration 
Licences, 7 Prospecting Licences and  1 Mining Lease.

The Company also has a prospective oil and gas project in the on-shore Murray Basin in north western Victoria. 

The company�s exploration activities over the past year have included: 
� Data review, geological reconnaissance work, RC percussion drilling, sampling and analysis of 7,603m along 

77 holes for gold and base metals at the Halfway Hill, Area 9, and Jones Find prospects at the Kurnalpi-
Randalls Project in WA�s eastern goldfields

� Discovery of iron mineralisation and subsequent grab sampling of Banded Iron Formation (BIF) and various 
iron material types (hematite/goethite, canga and iron scree) at the Lindsay Dam tenement at the Kurnalpi-
Randalls project area 

� A ground radiometric survey of heritage surveyed area at the Mount Padbury Uranium Project, and 
� Geochemical sampling of ant hills at the Spinifex Well Project

The Company�s remaining project areas were maintained in good order in accordance with government statutory 
reporting requirements. 

On 22nd June, the Company commenced drilling at its oil and gas project, at the Sea Lake 1 Well. The drilling 
intersected hydrocarbon in the form of C1 (methane) natural gas, at a depth of 240 metres to 257 metres, but due to 
technical difficulties drilling at Sea Lake 1 was terminated on 10th July at a depth of 606m.  No other valid 
hydrocarbon areas were intersected.

Additionally, the Company has applied for and is awaiting WA Government approval for a further 22 tenement 
applications: 4 Exploration Licences, 2 Prospecting Licences and 16 Mining Leases. 

Further to normal ongoing exploration activities, in the coming months the following exploration activities will be 
undertaken at the Kurnalpi-Randalls Project and Spinifex Well Project areas;

Kurnalpi-Randalls Project
� Geophysical survey (airborne magnetics and radiometric) and interpretation of the whole project area, including 

the Lindsay Dam tenement,
� Geological mapping and rock chip sampling of iron occurrences at the Lindsay Dam tenement and environs,
� Drilling of about 15,500m (15,000m RC percussion and 500m diamond)  at the Halfway Hill, Colour Dam, 

Area 9, and Area 7 prospects for gold and base metals and at the Lindsay Dam tenement for iron resources, and
� In light of recent drilling at the Project, preliminary resource estimation (using sectional approach) of the gold 

resource at the Area 9 Prospect. 

Spinifex Well Project
� Checking of existing geological mapping and preliminary RAB/RC drilling (about 500m) to test for the depth 

extension of high-grade gold values (greater than 5g/t gold) obtained in soil and rock chip sampling over the 
Spinifex Well tenements.

(Note: A detailed exploration activity report will be part of the Annual Report 2008 to shareholders.) 

Corporate Activity

The year ended 30 June 2008 was a busy one for the company.  As announced in the last report, Fairstar launched 
an off-market takeover bid for Golden West Resources Limited.  

Further details in respect of the takeover bid are provided under the heading �Significant Changes in the State of 
Affairs�.
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As at the date of this report, Fairstar owns 19.25% of the issued capital of Golden West, valued at approximately 
$31.6 million.  This represents a significant asset that can be used to assist Fairstar with funding its own exploration 
activities.

The Board considers its holding in Golden West as a strategic holding. A decision on how to maximise its
shareholding in Golden West, in whole or part, will be a matter for consideration in the current financial year.

Fundraising

The Company continues to source funding, either by debt or equity, to fund its exploration and administration 
activities.  During the year ended 30 June 2008 it has sourced short term borrowings in order that it could meet its 
exploration obligations and finance the acquisition of Golden West shares during the takeover bid.

The company will repay the outstanding borrowings either by the part disposal of non-core assets or by raising 
further equity capital.

Legal Matters

The Company is currently pursuing settlement of a number of legal issues, namely:

(a) Opes Prime / ANZ Bank
Fairstar continues to monitor the administration of Opes Prime Group Limited and receive advice in 
relation to the unauthorised disposal of Golden West shares by ANZ Bank. It believes it has a substantial 
claim against ANZ and/or Opes Prime not only for the loss of its Golden West shares but also for damages 
suffered as a consequence of the abandonment of the Golden West takeover.

(b) Disposal of shares by financier
As detailed in Note 19(b) to the financial statements, Fairstar is currently pursuing and is confident of 
receiving an amount of approximately $2,200,000, being proceeds of shares in Golden West disposed of 
unlawfully by a financier.

Action is also being taken against other parties in relation to this matter.

(c) Claims made against Fairstar by advisers.
Fairstar is confident of successfully defending or negotiating favourable settlements of any claims by 
Findlays & Co Stockbrokers Pty Ltd and another adviser, as detailed in Notes 18(b) and 18(c) to the 
financial statements.

Significant Changes in the State of Affairs

Significant changes in the state of affairs of the company during the financial year were as follows:

� In July 2007 the Company entered into a Farm-in Agreement with Knight Industries Pty Ltd to acquire Oil 
interests situated in Victoria, Australia.  During the year ended 30 June 2008 Fairstar earned a 75% interest in 
the project by funding the exploration on the first well.  4,000,000 shares were issued to consultants in July 
2007 in relation to this acquisition.

� On 4 September 2007 the Company announced the proposed off-market bid for all shares in Golden West 
Resources Limited.  Shareholders in Golden West were offered 5 fully paid shares in Fairstar for every share 
in Golden West, which was later increased to 7 shares for every 1 share in Golden West.  The offer became
unconditional in December 2007.  During the year, acceptances were received and processed, and Fairstar also 
increased its interest under the Golden West prorata share issue in January 2008.

Fairstar�s interest in Golden West peaked at 33.22% of the issued capital of Golden West, until a parcel of 
approximately 9% was disposed of by ANZ Bank following the collapse of Opes Prime Company Ltd.  (A 
parcel of 10,000,000 shares in Golden West had been pledged as part of a financing arrangement with Opes 
Prime).

Furthermore, a further parcel of 1,854,730 shares in Golden West were not returned to Fairstar by a financier 
following cancellation of a facility. Monies are currently being recovered in respect of this matter.
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Fairstar allowed the takeover bid to lapse on 11 June 2008.  Fairstar�s interest in Golden West at 30 June 2008 
was approximately 22.9%.  Subsequent to balance date the interest has diluted to 19.25% following the issue 
of shares by Golden West in August & September 2008.

Future Developments

The Company, in general, will continue with its exploration activities with particular emphasis on the following 
during the remaining part of 2008/2009 period:

� A review and compilation of all available geophysical data (multiclient aeromagnetic and radiometric data, 
data accessible via the Department of Industries and Resources, WA, and private company data) followed by 
airborne aeromagnetic/radiometric survey of selected areas of the Kurnalpi � Randalls Project;

� Geological mapping and rock chip sampling of the Lindsay Dam tenement;
� RC percussion drilling of the Lindsay Dam tenement for iron resources; and
� Mapping and preliminary drilling of selected targets from the Spinifex Well Project tenements.

Further likely developments in the operations of the Company and the expected results of those operations in future 
financial years have not been included in this report, as the inclusion of such information is likely to result in 
unreasonable prejudice to the Company.

Matters subsequent to the end of the financial year

No matter or circumstance has arisen since 30 June 2008 that has affected, or may significantly affect the 
Company�s operations, the results of those operations or the Company�s state of affairs in future financial years.

Environmental regulations

The Company is aware of its environmental obligations and acts to ensure its environmental commitments are met.  
The Directors are not aware of any environmental regulation which has not been complied with.

Directors� meetings

The following table sets out the number of directors� meetings (including meetings of committees of directors) held 
during the financial year and the number of meetings attended by each director (while they were a director or 
committee member). During the financial year, eighteen board meetings were held (including circulating resolutions 
passed by Directors).

Board of directors
Directors A B
Harold Paiker 18 17
Kenneth M Allen 11 10
Kevin Robertson 18 18
Vaz Hovanessian 6 6
Alan Rudd 18 17

Notes
A - Number of meetings held during the time the director held office during the year.
B - Number of meetings attended.

Shares under Option

Unissued ordinary shares of Fairstar Resources Limited under option at the date of this report are as follows:

Date options granted Expiry date Exercise price of options Number under option

1 May 2006 30 August 2009 $0.25 4,200,000
Various 30 August 2009 $0.25 67,959,493
21 July 2008 1 May 2011 $0.35 200,000

72,359,493

No option holder has any right under the options to participate in any other share issue of the Company or any other 
entity.
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Remuneration Report

The information provided in this remuneration report has been audited as required by Section 308(3C) of the 
Corporations Act 2001.

(a) Principles used to determine the nature and amount of remuneration

The remuneration policy of Fairstar Resources Limited has been designed to align director and executive objectives 
with shareholder and business objectives by providing a fixed remuneration component and offering specific long-
term incentives based on key performance areas affecting the company�s financial results.  The board of Fairstar 
Resources Limited believes the remuneration policy to be appropriate and effective in its ability to attract and retain 
the best executives and directors to run and manage the company.

The board�s policy for determining the nature and amount of remuneration for board members and senior executives 
of the company is as follows:

The remuneration policy, setting the terms and conditions for the executive directors and other senior executives, was 
developed by the board.  All executives receive a base salary (which is based on factors such as length of service and 
experience) and superannuation.  The board reviews executive packages annually by reference to the company�s 
performance, executive performance and comparable information from industry sectors and other listed companies in 
similar industries.

The board may exercise discretion in relation to approving incentives, bonuses and options.  The policy is designed 
to attract the highest calibre of executives and reward them for performance that results in long-term growth in 
shareholder wealth.  Executives are also entitled to participate in the employee share and option arrangements.

The directors and executives receive a superannuation guarantee contribution required by the government, which is 
currently 9%.  Some individuals have chosen to sacrifice part of their salary to increase payments towards 
superannuation.  

All remuneration paid to directors and executives is valued at the cost to the company and expensed.  Shares given to 
directors and executives are valued as the difference between the market price of those shares and the amount paid by 
the director or executive. Options are valued using the Black-Scholes or Binomial methodologies.

The board policy is to remunerate non-executive directors at market rates for comparable companies for time, 
commitment and responsibilities.  The board determines payments to the non-executive directors and reviews their 
remuneration annually based on market practice, duties and accountability.  Independent external advice is sought 
when required.  The maximum aggregate amount of fees that can be paid to non-executive directors is subject to 
approval by shareholders at the annual general meeting (currently $350,000)  Fees for non-executive directors are not 
linked to the performance of the economic entity.  However, to align directors� interests with shareholder interests, 
the directors are encouraged to hold shares in the company and are able to participate in employee option plans.

Performance based remuneration

The managing director has an element of performance based remuneration built into his remuneration, being that the 
company must issue 1,000,000 shares to him for no consideration should the company�s share price reach $2.00 
during the term of his contract.  Apart from the above, the company has no other performance based remuneration 
component built into director and executive remuneration packages.

Company performance, shareholder wealth and directors� and executives� remuneration

The remuneration policy has been tailored to increase goal congruence between shareholders and directors and 
executives.  Currently, this is facilitated through the issue of options to the majority of directors and executives to 
encourage the alignment of personal and shareholder interests.  The company believes this policy will be effective in 
increasing shareholder wealth.  At commencement of mine production, performance based bonuses based on key 
performance indicators are expected to be introduced.
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(b) Compensation of Key Management Personnel

The key management personnel of the Company during the year were as follows:

Directors
Kevin J Robertson
Vaz Hovanessian (Appointed 15 March 2008)
Kenneth Allen (Resigned 10 March 2008)
Harold Paiker
Alan Rudd

Other
Mahendra Pal

* Note that Mr Pal was appointed a Director on 30 July 2008.

The emoluments for each director and key management personnel of the Company are as follows:

Year ended 30 
June 2008

Short-term Post 
employment

Share-based 
payments

Total

Salary & 
Fees

Consulting Non 
Cash

Superannuation Options Shares

Directors
H J Paiker 69,470 - 2,396 - - - 71,866
K J Robertson 290,500 - 2,397 - - - 292,897
A Rudd 50,000 - 2,396 1,125 - - 53,521
K M Allen 34,703 12,580 2,396 - - - 49,679
V. Hovanessian 14,650 54,231 2,396 - - - 71,277

Other key 
management 
personnel
M Pal 118,653 - - 96,333 18,706* - 233,692

577,976 66,811 11,981 97,458 18,706 - 772,932
*Options represent 8% of Mr Pal�s Total Remuneration.

Year ended 30 
June 2007

Short-term Post 
employment

Share-based 
payments

Total

Salary & 
Fees

Consulting Non 
Cash

Superannuation Options Shares

Directors
H J Paiker 15,833 - - 33,336 - - 49,169
K J Robertson 168,750 38,413 - - - 1,000,000 1,207,163
A Rudd 25,833 27,522 - 2,325 - - 55,680
N Maund 108,702 - 6,763 9,783 - - 125,248
K M Allen 50,063 - - 3,900 - - 53,963
S Nigam 5,000 - - 450 - - 5,450

Other key 
management 
personnel
M Pal - - - 33,333 - - 33,333

374,181 65,935 6,763 83,127 - 1,000,000 1,530,006

(c) Share-Based Compensation

(i) Directors Options
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The Company provides benefits to employees (including directors) of the Company in the form of share-based 
payment transactions, whereby options to acquire ordinary shares are issued as an incentive to improve Director and 
shareholder goal congruence.  4,200,000 Options were issued to Directors in May 2006, and have an exercise price 
of 25 cents.  The options granted have an exercise date of prior to 30 August 2009.

The weighted average remaining contractual life of share options outstanding at the end of the financial year was 
2.17 years (2006 � 3.17 years).  No options were exercised during the years ended 30 June 2007 and 
30 June 2008.  4,200,000 remain on issue at 30 June 2008.

(ii) Share Issue to Key Management Personnel � Year ended 30 June 2007
In November 2006 K. Robertson received 1,000,000 shares under the terms of his contract when the price of shares 
of the company on ASX reached $1.00.  The company must issue a further 1,000,000 shares should the company�s 
share price reach $2.00 during the term of his contract.

(iii) Option Issue to Key Management Personnel
In July 2008, 200,000 options were granted to Mr Mahendra Pal, the senior geologist of the Company, pursuant to 
his contract of employment. As the options were due to Mr Pal in May 2008, the value of the options is included as 
an expense in the income statement for year ended 30 June 2008.  The fair value of the options granted was 9.353 
cents per share (totalling $18,706), using a Binomial option valuation methodology.  The volatility rate was 150%
and the risk free rate was 6.50%.  The options vest immediately and are exercisable at 35 cents on or before 1 May 
2011.

(d) Service agreements

The agreements related to remuneration are set out below

Kevin Robertson, Managing Director
*Term of agreement � 3 years commencing 30 October 2006.
* Base remuneration, being payable to Byko Investments Pty Ltd, a company controlled by Mr Robertson - $290,500
(increasing to $410,500 effective 1 July 2008).
* Payment of termination benefit on early termination by the company, other than by gross misconduct, equal to 3 
months remuneration

Mahendra Pal, Exploration Manager (Executive Director effective 30 July 2008)
*Term of agreement � 3 years commencing 1 May 2007.
* Base remuneration, exclusive of Statutory superannuation - $200,000
* Payment of termination benefit on early termination by the company, other than by gross misconduct, equal to 3 
months remuneration.

Non-Executive Directors
* On appointment, the Non-Executive Directors enter into a letter agreement with the Company.  The agreement 
provides for a remuneration package containing the following key elements:

� Primary benefits � directors fees paid monthly; and
� Equity � share options.

In addition, the Chairman and Non-Executive Directors are remunerated on an hourly basis for services provided in 
excess of their roles as Non-Executive Directors.

Indemnification of Officers and Auditors

During the financial year, the Company paid a premium in respect of a contract of insurance insuring the directors 
and officers of the Company against certain liabilities specified in the contract.  The contract prohibits disclosure of 
the nature of the liabilities insured and the amount of the premium.

The Company has not otherwise, during or since the financial year, indemnified or agreed to indemnify an officer or 
auditor of the Company against a liability incurred as such an officer or auditor.

Non-Audit Services
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The directors are satisfied that the provision of non-audit services, during the year, by the auditor or a related practice 
of the auditor is compatible with the general standard of independence for auditors imposed by the Corporations Act 
2001.

The directors are also satisfied that the provision of non-audit services by the auditor, as set out in note 4 to the 
financial statements, did not compromise the auditor independence requirements of the Corporations Act 2001 for 
the following reasons:

� All non-audit services have been reviewed by the audit committee to ensure they do not impact the 
impartiality and objectivity of the auditor, and

� None of the services undermine the general principles relating to auditor�s independence as set out in 
APES110: Code of Ethics for Professional Accountants.

A copy of the auditor�s independence declaration as required under section 307C of the Corporations Act 2001 is 
included in this Financial Report.

Details of amounts paid or payable to the auditor, Stantons International, for audit and non-audit services provided 
during the year are set out in note 4 to the financial statements.

Proceedings on Behalf of the Company

No person has applied for leave of Court to bring proceedings on behalf of the Company or intervene in any 
proceedings to which the Company is party for the purpose of taking responsibility on behalf of the Company for all 
or part of those proceedings.

The Company was not a party to any such proceedings during the year.

Signed in accordance with a resolution of the directors made pursuant to s.298(2) of the Corporations Act 2001.

On behalf of the Directors

Kevin J Robertson
Managing Director

Perth, 24 September 2008
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Directors� declaration

The directors declare that:

(a) In the directors� opinion, there are reasonable grounds to believe that the company will be able to pay its 
debts as and when they become due and payable;

(b) In the directors� opinion, the attached financial statements and notes thereto are in accordance with the 
Corporations Act 2001, including:
(i) compliance with Accounting Standards, the Corporations Regulations 2001 and other mandatory 
professional reporting requirements; and
(ii) giving a true and fair view of the financial position at 30 June 2008 and performance of the company for 
the financial year ended on that date; and

(c) The directors have been given the declarations required by s.295A of the Corporations Act for the financial 
year ending 30 June 2008; and

(d) The remuneration disclosures set out in the Directors� Report (as part of the Remuneration Report) for the 
year ended 30 June 2008, comply with Section 300A of the Corporations Act 2001.

Signed in accordance with a resolution of the directors made pursuant to s.295(5) of the Corporations Act 2001.

On behalf of the Directors

Kevin J Robertson
Director

Perth, 24 September 2008
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Income statement for the 
year ended 30 June 2008

Note

1 July 2007 to 
30 June 2008 

$

1 July 2006 to 
30 June 2007 

$
Revenue 2(a) 112,227 242,625

Finance costs 2(b) (423,399) (4,266)
Consultancy expenses and 
professional costs (1,231,516) (757,938)
Depreciation 2(b) (162,258) (92,993)
Employment and contractor expenses (1,599,628) (694,384)
Exploration expenses (2,230,552) (1,129,681)
Occupancy expenses (148,094) (75,815)
Share based payments 24 (2,918,706) (1,000,000)
Travel expenses (275,626) (48,226)
Administration expenses (444,156) (407,943)
Other operating expenses (18,642) (91,971)
Impairment loss on amount due under 
settlement agreement 2(c) (2,200,000) -
Loss on disposal of shares 2(c) (22,621,603) -
Loss before income tax expense (34,161,953) (4,060,592)
Income tax expense 3 - -
Loss attributable to members 15 (34,161,953) (4,060,592)

Loss per share:
Basic (cents per share) 16 (14.84) (4.61)

Diluted earnings per share have not been included as it results in a more favorable earnings per share figure than 
basic earnings per share.

Notes to the financial statements are included on pages 17 to 40.
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Balance sheet
as at 30 June 2008

Note
2008

$
2007

$
Current assets
Cash and cash equivalents 22 1,485,268 4,665,478
Trade and other receivables 5 278,505 160,826
Other assets 6 415,836 36,508
Total current assets 2,179,609 4,862,812

Non-current assets
Other receivables 5 23,000 23,000
Financial assets 7 49,078,039 -
Property, plant and equipment 8 620,105 673,973
Exploration expenditure 9 735,000 735,000
Total non-current assets 50,456,144 1,431,973

Total assets 52,635,753 6,294,785

Current liabilities
Trade and other payables 10 246,374 232,195
Interest-bearing borrowings 11 2,271,471 11,215
Provisions 12 10,000 -
Total current liabilities 2,527,845 243,410

Non-current liabilities
Interest-bearing borrowings 11 75,258 37,108
Total non-current liabilities 75,258 37,108

Total liabilities 2,603,103 280,518

Net assets 50,032,650 6,014,267

Equity
Issued capital 13 96,013,314 10,470,741
Reserves 14 (6,969,029) 393,208
Accumulated losses 15 (39,011,635) (4,849,682)
Total equity 50,032,650 6,014,267

Notes to the financial statements are included on pages 17 to 40.
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Statement of Changes in Equity
for the year ended 30 June 2008

Attributable to equity holders
Ordinary 

Shares

$

Option 
Reserve

$

Available-for-
sale 

investments 
revaluation 

reserve
$

Accumulated 
Losses

$

Total Equity

$
For the year ended 30 June 2007

Balance at 1 July 2006 1,395,569 151,200 - (789,090) 757,679

Loss for the year - - - (4,060,592) (4,060,592)

Total recognised income and expense 
for the year - - - (4,060,592) (4,060,592)

Shares issued during the year 9,519,655 - - - 9,519,655

Share issue costs (444,483) - - - (444,483)

Options granted - 242,008 - - 242,008

Balance as at 30 June 2007 10,470,741 393,208 - (4,849,682) 6,014,267

For the year ended 30 June 2008

Balance at 1 July 2007 10,470,741 393,208 - (4,849,682) 6,014,267

Revaluation of available-for-sale 
investments - - (7,551,043) - (7,551,043)

Loss for the year - - - (34,161,953) (34,161,953)

Total recognised income and expense 
for the year - - - (34,161,953) (34,161,953)

Shares and options issued during the 
year 86,063,341 170,100 - - 86,233,441

Share issue costs (520,768) - - - (520,768)

Options granted - 18,706 - - 18,706

Balance as at 30 June 2008 96,013,314 582,014 (7,551,043) (39,011,635) 50,032,650

Notes to the financial statements are included on pages 17 to 40.
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Cash flow statement 
for the year ended 30 June 2008

Note
2008

$
2007

$
Cash flows from operating activities
Receipts from customers - -
Payments to suppliers and employees (5,871,010) (3,257,523)
Interest received 112,227 242,625
Interest and other costs of finance paid (423,399) (4,266)
Net cash flows used in operating activities 22(b) (6,182,182) (3,019,164)

Cash flows from investing activities
Investments in associated entities (4,774,348) -
Payment for acquisition of exploration 
interests - (210,000)
Loan � Other (75,000) -
Payment for rental bond - (23,000)
Proceeds on sale of plant and equipment 15,981 -
Payment for property, plant and equipment (60,228) (637,685)
Net cash flows used in investing activities (4,893,595) (870,685)

Cash flows from financing activities
Proceeds from borrowings 1,778,489 -
Proceeds � margin lending facility 3,300,000 -
Part Payment � margin lending facility (1,484,025) -
Proceeds from issues of ordinary shares 4,671,029 7,919,655
Option issue proceeds 170,100 242,008
Share issue costs (520,768) (369,483)
Payment for prepaid share issue costs - -
Repayment of interest-bearing borrowings (19,258) (9,198)
Net cash flows from financing activities 7,895,567 7,782,982
Net increase in cash and cash equivalents (3,180,210) 3,893,133
Cash and cash equivalents at the beginning of 
the financial year 4,665,478 772,345
Cash and cash equivalents at the end of 
the financial year

22(a)
1,485,268 4,665,478

Notes to the financial statements are included on pages 17 to 40.
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1. Summary of accounting policies
Statement of compliance

The financial report is a general purpose financial report which has been prepared in accordance with the 
Corporations Act 2001, Accounting Standards and Urgent Issues Company Interpretations, and complies 
with other requirements of the law. Accounting Standards include Australian equivalents to International 
Financial Reporting Standards (�A-IFRS�). Compliance with the A-IFRS ensures that the financial 
statements comply with International Financial Reporting Standards (�IFRS�).

The financial statements were authorised for issue by the directors on  24 September 2008. 

Basis of preparation

The financial report has been prepared on the basis of historical cost.  Cost is based on the fair values of the 
consideration given in exchange for assets.

In the application of A-IFRS management is required to make judgments, estimates and assumptions about 
carrying values of assets and liabilities that are not readily apparent from other sources. The estimates and 
associated assumptions are based on historical experience and various other factors that are believed to be 
reasonable under the circumstance, the results of which form the basis of making the judgments. Actual 
results may differ from these estimates

Accounting policies are selected and applied in a manner which ensures that the resulting financial 
information satisfies the concepts of relevance and reliability, thereby ensuring that the substance of the 
underlying transactions or other events is reported. 

The following significant accounting policies have been adopted in the preparation and presentation of the 
financial report:

(a) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, cash in banks and investments in money market 
instruments, net of outstanding bank overdrafts. 

(b) Employee benefits

Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave,  
and sick leave when it is probable that settlement will be required and they are capable of being 
measured reliably.

Provisions made in respect of employee benefits expected to be settled within 12 months, are 
measured at their nominal values using the remuneration rate expected to apply at the time of 
settlement.

Provisions made in respect of employee benefits which are not expected to be settled within 12 
months are measured as the present value of the estimated future cash outflows to be made by the 
entity in respect of services provided by employees up to reporting date.

(c) Financial assets

Investments are recognised and derecognised on trade date where purchase or sale of an investment 
is under a contract whose terms require delivery of  the investment within the timeframe established 
by the market concerned, and are initially measured at fair value, net of transaction costs.

Subsequent to initial recognition, investments in subsidiaries are measured at cost.

Other financial assets are classified into the following specified categories: financial assets �at fair 
value through profit or loss�, �available-for-sale� financial assets, and �loans and receivables�. The 
classification depends on the nature and purpose of the financial assets and is determined at the time 
of initial recognition.
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1. Summary of accounting policies (cont�d)

Available-for-sale financial assets
Shares and options held by the company are classified as being available-for-sale and are stated at fair 
value less impairment.  Gains and losses arising from changes in fair value are recognised directly in 
the available-for-sale revaluation reserve, until the investment is disposed of or is determined to be 
impaired, at which time the cumulative gain or loss previously recognised in the available-for-sale 
revaluation reserve is included in profit or loss for the period.

Financial assets at fair value through profit or loss
The Company classifies certain shares as financial assets at fair value through profit or loss. Financial 
assets held for trading purposes are classified as current assets and are stated at fair value, with any 
resultant gain or loss recognised in profit or loss.  

Loans and receivables
Trade receivables, loans, and other receivables are recorded at amortised cost less impairment.

(d) Financial instruments issued by the company

Debt and equity instruments
Debt and equity instruments are classified as either liabilities or as equity in accordance with the 
substance of the contractual arrangement.

Transaction costs on the issue of equity instruments
Transaction costs arising on the issue of equity instruments are recognised directly in equity as a 
reduction of the proceeds of the equity instruments to which the costs relate. Transaction costs are the 
costs that are incurred directly in connection with the issue of those equity instruments and which 
would not have been incurred had those instruments not been issued.

(e) Goods and services tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), 
except:
i. where the amount of GST incurred is not recoverable from the taxation authority, it is 

recognised as part of the cost of acquisition of an asset or as part of an item of expense; or

ii. for receivables and payables which are recognised inclusive of GST;

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of 
receivables or payables.  

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

(f) Impairment of assets

At each reporting date, the consolidated entity reviews the carrying amounts of its tangible and 
intangible assets to determine whether there is any indication that those assets have suffered an 
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in 
order to determine the extent of the impairment loss (if any). Where the asset does not generate cash 
flows that are independent from other assets, the consolidated entity estimates the recoverable amount 
of the cash-generating unit to which the asset belongs.  

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested 
for impairment annually and whenever there is an indication that the asset may be impaired. 

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in 
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate 
that reflects current market assessments of the time value of money and the risks specific to the asset 
for which the estimates of future cash flows have not been adjusted.
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1. Summary of accounting policies (cont�d)
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying 
amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. 
An impairment loss is recognised in the profit or loss immediately, unless the relevant asset is carried 
at fair value, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating 
unit) is increased to the revised estimate of its recoverable amount, but only to the extent that the 
increased carrying amount does not exceed the carrying amount that would have been determined had 
no impairment loss been recognised for the asset (cash-generating unit) in prior years. A reversal of an 
impairment loss is recognised in profit or loss immediately, unless the relevant asset is carried at fair 
value, in which case the reversal of the impairment loss is treated as a revaluation increase.

(g) Income tax

Current tax
Current tax is calculated by reference to the amount of income tax payable or recoverable in respect of 
the taxable profit or tax loss for the period. It is calculated using tax rates and tax laws that have been 
enacted or substantively enacted by reporting date. Current tax for current and prior periods is 
recognised as a liability (or asset) to the extent that it is unpaid (or refundable).

Deferred tax
Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of 
temporary differences arising from differences between the carrying amount of assets and liabilities in 
the financial statements and the corresponding tax base of those items.

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax 
assets are recognised to the extent that it is probable that sufficient taxable amounts will be available 
against which deductible temporary differences or unused tax losses and tax offsets can be utilised. 
However, deferred tax assets and liabilities are not recognised if the temporary differences giving rise 
to them arise from the initial recognition of assets and liabilities (other than as a result of a business 
combination) which affects neither taxable income nor accounting profit. Furthermore, a deferred tax 
liability is not recognised in relation to taxable temporary differences arising from goodwill.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in 
subsidiaries, branches, associates and joint ventures except where the entity is able to control the 
reversal of the temporary differences and it is probable that the temporary differences will not reverse 
in the foreseeable future. Deferred tax assets arising from deductible temporary differences associated 
with these investments and interests are only recognised to the extent that it is probable that there will 
be sufficient taxable profits against which to utilise the benefits of the temporary differences and they 
are expected to reverse in the foreseeable future.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the 
period(s) when the asset and liability giving rise to them are realised or settled, based on tax rates (and 
tax laws) that have been enacted or substantively enacted by reporting date. The measurement of 
deferred tax liabilities and assets reflects the tax consequences that would follow from the manner in 
which the entity expects, at the reporting date, to recover or settle the carrying amount of its assets and 
liabilities.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same 
taxation authority and the entity intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax for the period
Current and deferred tax is recognised as an expense or income in the income statement, except when 
it relates to items credited or debited directly to equity, in which case the deferred tax is also 
recognised directly in equity, or where it arises from the initial accounting for a business combination, 
in which case it is taken into account in the determination of goodwill or excess.
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1. Summary of accounting policies (cont�d)
(h) Intangible assets

Exploration and Evaluation Expenditure
Exploration and evaluation costs are expensed as incurred.  Acquisition costs are accumulated in 
respect of each separate area of interest.  Acquisition costs are carried forward where right of tenure 
of the area of interest is current and they are expected to be recouped through sale or successful 
development and exploitation of the area of interest or, where exploration and evaluation activities in 
the area of interest have not yet reached a stage that permits reasonable assessment of the existence of 
economically recoverable reserves. When an area of interest is abandoned or the Directors decide that 
it is not commercial, any accumulated acquisition costs in respect of that area are written off in the 
financial period the decision is made.  Each area of interest is also reviewed at the end of each 
accounting period and accumulated acquisition costs written off to the extent that they will not be 
recoverable in the future.  Amortisation is not charged on acquisition costs carried forward in respect 
of areas of interest in the development phase until production commences.

(i) Operating cycle

The operating cycle of the entity coincides with the annual reporting cycle.

(j) Payables

Trade payables and other accounts payable are recognised when the entity becomes obliged to make
future payments resulting from the purchase of goods and services. 

(k) Presentation currency

The entity operates entirely within Australia and the presentation currency is Australian dollars.

(l) Plant and equipment

Each class of property, plant and equipment is carried at cost or fair value less, where applicable, any 
accumulated depreciation.  The carrying amount of plant and equipment is reviewed annually by 
directors to ensure it is not in excess of the recoverable amount from these assets. 

Depreciation
The depreciable amount of all fixed assets is depreciated on a diminishing value basis over their 
useful lives to the Company commencing from the time the asset is held ready for use.  The 
depreciation rates used for each class of depreciable assets are:

Plant, furniture and equipment      10% to 50.0%
Motor vehicle                                                              18.75% to 40.0%
Leasehold improvements                                            18.75% to 33.33%
General pool                                                                15% to 37.5%

(m) Provisions

Provisions are recognised when the consolidated entity has a present obligation, the future sacrifice of 
economic benefits is probable, and the amount of the provision can be measured reliably.

The amount recognised as a provision is the best estimate of the consideration required to settle the 
present obligation at reporting date, taking into account the risks and uncertainties surrounding the 
obligation. Where a provision is measured using the cashflows estimated to settle the present 
obligation, its carrying amount is the present value of those cashflows.

When some or all of the economic benefits required to settle a provision are expected to be recovered 
from a third party, the receivable is recognised as an asset if it is virtually certain that recovery will be 
received and the amount of the receivable can be measured reliably.
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1. Summary of accounting policies (cont�d)

(n) Revenue recognition

Interest revenue
Interest revenue is recognised on a time proportionate basis that takes into account the effective yield 
on the financial asset.

(o) Equity based compensation

The Company expenses equity based compensation such as share and option issues after ascribing a 
fair value to the shares and/or options issued.  If options vest at date of grant, the expense is taken up 
at date of grant and a corresponding Option Reserve is credited.  

(p) Issued Capital

Issued capital is recognised at the fair value of the consideration received by the Company.  Any 
transaction costs on the issue of shares are recognised directly in equity as a reduction of the share 
proceeds received.  

(q) Leases

Leases of fixed assets where substantially all the risks and benefits incidental to the ownership of the 
asset, but not the legal ownership that it transferred to the company, are classified as finance leases.

Finance leases are capitalised by recording an asset and a liability at the lower of the amounts equal to 
the fair value of the leased property or the present value of the minimum lease payments, including 
any guaranteed residual values.  Lease payments are allocated between the reduction of the lease 
liability and the lease interest expense for the period.

Leased assets are depreciated on a straight-line basis over the shorter of their estimated useful lives or 
the lease term.

Lease payments for operating leases, where substantially all the risks and benefits remain with the 
lessor, are charged as expenses in the periods in which they are incurred.

Lease incentives under operating leases are recognised as a liability and amortised on a straight-line 
basis over the life of the lease term.

(r) Earnings per share

Basic earnings per share is calculated as a net profit attributable to members, adjusted to exclude any 
costs of servicing equity (other than dividends) and preference share dividends, divided by the 
weighted average number of ordinary shares, adjusted for any bonus element.

Diluted earnings per share is calculated as net profit attributable to members, adjusted for:
� costs of servicing equity (other than dividends) and preference share dividends;
� the after tax effect of dividends and interest associated with dilutive potential ordinary shares that 

have been recognised as expenses; and
� other non-discretionary changes in revenues or expenses during the period that would result from 

the dilution of potential ordinary shares; divided by the weighted average number of ordinary 
shares and dilutive potential ordinary shares, adjusted for any bonus element.

(s) Investments in Associates

The Company�s investments in associates are accounted for using the equity method of accounting in 
the financial statements.  The associate is an entity in which the Company has significant influence 
and which is neither a subsidiary nor a joint venture.
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1. Summary of accounting policies (cont�d)

Significant influence exists when the Company holds 20% or more of the voting power of the 
investee, unless in the Company�s opinion, significant influence is not present.

The existence of significant influence is evidenced in one or more of the following ways:

(i) representation on the board of directors or equivalent governing body of the investee;
(ii) participation in policy-making processes, including participation in decisions about dividends 

or other distributions;
(iii) material transactions between the investor and the investee;
(iv) interchange of managerial personnel; or
(v) provision of essential technical information.

Under the equity method, the investment in the associate is carried in the balance sheet at cost plus 
post acquisition changes in the Company�s share of net assets of the associate.  Goodwill relating to 
an associate is included in the carrying amount of the investment and is not amortised.  After 
application of the equity method, the Company determines whether it is necessary to recognise any 
additional impairment loss with respect to the Company�s net investment in the associate.  The 
income statement reflects the Company�s share of the results of operation of the associate.

Where there has been a change recognised directly in the associate�s equity, the Company recognises 
its share of any changes and discloses this in the consolidated statement of recognised income and 
expense.

Unrealised gains on transactions between the Company and its associates are eliminated to the extent 
of the Company�s interest in the associates.  Unrealised losses are also eliminated unless the 
transaction provides evidence of an impairment of the asset transferred.

(t) Critical accounting judgements, estimates and assumptions

The preparation of financial statements in conformity with AIFRS required the use of certain critical 
estimates.  It also requires management to exercise its judgement in the process of applying the 
Company�s accounting policies.  The areas involving a higher degree of judgement or complexity, or 
areas where assumptions and estimates are significant to the financial statements are:

Share based payment transactions
The Company measures the cost of equity-settled transactions with employees by reference to the fair 
value of the equity instruments at the date at which they are granted.  The fair value is determined by 
an internal valuation using a Black-Scholes option pricing model.

Exploration and evaluation costs
Exploration and evaluation costs are written off in the year they are incurred apart from acquisition 
costs which are carried forward where right of tenure of the area of interest is current.
These costs are carried forward in respect of an area that has not at balance sheet date reached a stage 
that permits reasonable assessment of the existence of economically recoverable reserves.

(u) Going Concern

Notwithstanding the shortfall in working capital at 30 June 2008 the financial statements have been 
prepared on a going concern basis.

The company is currently seeking further capital by either debt or equity funding.

Alternatively, Fairstar currently owns a 19.25% interest in Golden West Resources Limited (GWR), 
which at the date of this report, being 23 September 2008, was valued at approximately $31.6 million 
based on the price traded on the ASX.

The Directors are confident that the company will be successful in either raising further capital, or 
alternatively may consider a whole or partial disposal of its shareholding in GWR.
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1. Summary of accounting policies (cont�d)

Accordingly, no adjustments have been made to the financial report relating to the recoverability and 
classification of the asset carrying amounts or the amounts and classification of liabilities that might 
be necessary should the company not continue as a going concern. 

(v) Adoption of New and Revised Accounting Standards

In the current year, the Company has adopted all of the new and revised standards and 
interpretations issued by the Australian Accounting Standards Board (the AASB) that are relevant 
to its operations and effective for the current annual reporting period. The adoption of these new 
and revised Standards and Interpretations has not resulted in any material changes to the 
Company�s accounting policies.

At the date of authorisation of the financial report, certain new accounting standards and 
interpretations have been published that are not mandatory for 30 June 2008 reporting periods. The 
assessment of the impact of new standards and interpretations that may affect the Company is set 
out below:

The following Standards and Interpretations were in issue but not yet effective:

(i) AASB 8 Operating Segments and AASB 2007-3 Amendments to Australian Accounting 
Standards. 

This is effective for annual reporting periods beginning on or after 1 January 2009. AASB 8 
will result in a significant change in the approach to segment reporting, as it requires adoption 
of a �management approach� to reporting on financial performance. The information being 
reported will be based on what the key decision makers use internally for evaluating segment 
performance and deciding how to allocate resources to operating segments. The Company has 
not yet decided when to adopt AASB 8. Application of ASB 8 may result in different 
segments, segment results and different types of information being reported in the segment 
note of the financial report. However, at this stage, it is not expected to affect any of the 
amounts recognised in the financial statements.

(ii) Revised AASB 101 Presentation of Financial Statements and AASB 2007-8 Amendments to 
Australian Accounting Standards arising from AASB 101.

A revised standard AASB 101 was issued in September 2007 and is applicable for annual 
reporting periods beginning on or after 1 January 2009. It requires the presentation of a 
statement of comprehensive income and makes changes to the statement of changes in equity, 
but will not affect any of the amounts recognised in the financial statements. If an entity has 
made a prior period adjustment or has reclassified items in the financial statements, it will 
need to disclose a third balance sheet (statement of financial position), this one being as at the 
beginning of the comparative period. The Company intends to apply the revised standard 
from 1 July 2009.

(iii) AASB 123 Borrowing Costs and AASB 2007-6 Amendments to Australian Accounting 
Standards arising from AASB 123 (AASB 1, AASB 101, AASB 107, AASB 111, AASB 116 
and AASB 138 and Interpretations 1 & 122).

The revised AASB 123 is applicable to annual reporting periods commencing on or after 1 January 
2009. It has removed the option to expense all borrowing costs and � when adopted � will require 
the capitalisation of all borrowing costs directly attributable to the acquisition, construction or 
production of a qualifying asset. There will be no impact on the financial report of the Company as 
the Company does not have any borrowings.
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2008
$

2007
$

2. Loss before income tax
(a)  Revenue

Interest revenue 112,227 242,625

(b)  Expenses

The loss before income tax has been arrived at 
after charging the following expenses:

Finance costs:
Borrowing costs 175,000 -
Interest paid 244,659 -
Hire purchase charges 3,740 4,266

423,399 4,266

Depreciation of plant & equipment 162,258 92,993

Operating lease rental expenses:
Minimum lease payments 124,306 75,815

(c)  Significant Revenue and Expenses
Loss on Disposal of Shares

Shares in listed company disposed by ANZ 
Bank following the collapse of Opes Prime 
Group Ltd (Refer Note 19(a)). 20,654,025 -
Shares in listed company disposed unlawfully 
by a Financier (Refer Note 19(b)). 1,967,578 -

22,621,603 -
Impairment loss on amount due under 
settlement agreement 2,200,000 -

3. Income taxes
(a) Income tax recognised in profit or loss
Tax expense/(income) comprises:
Current tax expense/(income) - -
Deferred tax expense/(income) relating to the 
origination and reversal of temporary 
differences - -
Total tax expense/(income) - -

(b) The prima facie income tax expense on 
pre-tax accounting loss from operations 
reconciles to the income tax expense in the 
financial statements as follows: 

Loss from operations (34,161,953) (4,060,592)
Income tax benefit calculated at 30% (10,248,586) (1,218,178)
Tax effect of:
- Non deductible items 26,888 2,445
- Non deductible share based payments 875,612 -
- Provision for impairment of receivable 660,000 -
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3. Income taxes (cont�d) 2008

$

2007

$

- Other provisions and accruals 29,297 12,967
- Capital losses 6,800,922 -
- Capitalised exploration expenses - (220,500)
- Section 40-880 deduction (60,692) (26,669)

Income tax benefit not brought to account as 
realisation of the benefit is not virtually certain 1,916,559 1,449,935

- -

The tax rate used in the above reconciliation is the corporate tax rate of 30% payable by Australian corporate 
entities on taxable profits under Australian tax law.

(c) Unrecognised deferred tax balances 
The following deferred tax assets (at 30%) have not been 
brought to account : 
Unrecognised deferred tax asset - tax losses 3,601,841 1,685,281
Unrecognised deferred tax asset - capital losses 6,800,922 -
Unrecognised deferred tax asset  - Sec 40-880 204,599 95,175
Unrecognised deferred tax asset  - other temporary 
differences 834,763 12,967
Unrecognised deferred tax liability � Capitalised 
exploration expenses claimed for tax purposes (220,500) (220,500)
Net deferred tax assets 11,221,625 1,572,923

The net deferred tax assets not brought into account will only be of a benefit to the Company if future 
assessable income is derived of a nature and amount sufficient to enable the benefits to be realised, the 
conditions for deductibility imposed by the tax legislation continue to be complied with and the Company are 
able to meet the continuity of ownership and/or continuity of business tests.  

2008
$

2007
$

4. Remuneration of auditors
Audit or review of the financial report 37,124 39,195

37,124 39,195
The auditor of Fairstar Resources Ltd is Stantons International.

5. Current trade and other receivables
Current
Other debtors 75,000 20,787
Amount due under settlement agreement (note 
19(b)) 2,200,000 -
Less provision for impairment (2,200,000) -

- -

Goods and services tax (GST) recoverable 203,505 140,039
278,505 160,826

Non-Current
Rental bond 23,000 23,000
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2008
$

2007
$

6. Other current assets
Prepayments 40,836 36,508
Borrowing costs - unexpired 375,000 -

415,836 36,508

7. Financial Assets

Available-for-sale financial assets
Shares in listed company � at cost 56,629,082 -
Less diminution in value (7,551,043) -

49,078,039 -

(a) The investment in listed Company represents a 22.9% interest in Golden West Resources Ltd (GWR), an ASX 
listed Company.  During the year ended 30 June 2008 Fairstar launched an off-market takeover bid for GWR.  
Fairstar�s interest varied during the period from when the bid became unconditional in December 2007, until the lapse 
of the bid in June 2008.

Accounting Standard AASB 128 generally prescribes that an interest in an investor exerts significant influence over an 
investee, the investment shall be accounted as an equity accounted investment.  The directors consider that after taking 
into account the factors set out in Note 1(s), Fairstar did not exert significant influence over GWR and accordingly the 
investment has not been  treated as an associate.  As at the date of this report Fairstar�s interest in GWR had diluted to 
19.25% as a result of share placements by GWR in August and September 2008.

Number Total
$

(b) Movements during the year ended 30 June 2008
Carrying amount at 1 July 2007 - -
Shares acquired for cash 829,506 1,664,606
Acquisition of shares pursuant to takeover bid satisfied by 
the issue of 7 shares in Fairstar for every 1 share in 
Golden West Resources Ltd 34,942,088 78,492,312
Shares acquired pursuant to GWR�s non renounceable 
prorata share issue 1,381,094 2,555,023
Legal and incidental costs of the bid - 554,719
Shares disposed by ANZ Bank (refer note 19(a)) (10,000,000) (22,470,000)
Shares disposed by financier (refer note 19(b)) (1,854,730) (4,167,578)
Cost at 30 June 2008 25,297,958 56,629,082

Less diminution in value (7,551,043)

Carrying value at 30 June 2008 49,078,039

(c) Market value of listed investment 
As at 30 June 2008 ($1.94 per share) 49,078,039

As at 23 September 2008 ($1.25 per share) 31,622,448
The market value is calculated by reference to the closing 
price on ASX on the date.  

(d) Security over shares
As detailed in Note 11(a), 9,000,000 shares held in Golden 
West Resources Ltd have been transferred to a financier as 
security under a share mortgage agreement. Beneficial 
ownership remains with Fairstar.
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8. Property, plant and equipment
Leasehold 

Improvements
Motor 

Vehicles
Plant and 

Equipment
Total

$ $ $ $
Year ended 30 June 2008
Opening net book value 159,007 337,289 177,677 673,973
Additions 13,155 95,137 52,909 161,201
Disposals - (49,317) - (49,317)
Profit/(loss) on sale - (3,494) - (3,494)
Depreciation charge for the year (37,266) (70,494) (54,498) (162,258)
Closing net book value 134,896 309,121 176,088 620,105

At 30 June 2008
Cost or fair value 183,573 415,856 251,224 850,653
Accumulated depreciation (48,677) (106,735) (75,136) (230,548)
Net book value 134,896 309,121 176,088 620,105

Year ended 30 June 2007
Opening net book value 8,397 90,184 30,700 129,281
Additions 170,391 302,531 164,763 637,685
Depreciation charge for the year (19,781) (55,426) (17,786) (92,993)
Closing net book value 159,007 337,289 177,677 673,973

At 30 June 2007
Cost or fair value 179,439 398,887 198,315 776,641
Accumulated depreciation (20,432) (61,598) (20,638) (102,668)
Net book value 159,007 337,289 177,677 673,973

During the year a Motor vehicle was acquired 
under a hire purchase agreement.  The cost was 
$95,137 and the carrying value at 30 June 2008 
was $89,272.

2008

$

2007

$
9. Exploration Expenditure

Balance at beginning of the financial year 735,000 -
Acquisition of interests during the financial year - 735,000
Closing balance 735,000 735,000

The ultimate recoupment of tenement acquisition costs carried forward for exploration and evaluation 
phases is dependent on the successful development and commercial exploration or sale of the respective 
mining areas.

10. Current trade and other payables 
Trade payables (i) 173,839 221,270
Employee entitlements 72,535 10,925

246,374 232,195
(i) Trade payables are non-interest bearing and 
are normally settled on 30-60 day terms



Fairstar Resources Ltd
Notes to the Financial Statements

Page 28

2008
$

2007
$

11. Interest-bearing borrowings
Current
Secured loan (refer note 11(a)) 2,250,000 -
Hire purchase contract (refer note 17(b)) 21,471 11,215

2,271,471 11,215
Non -current
Hire purchase contract (Refer note17(b)) 75,258 37,108

(a)  In May 2008 the Company entered into a loan facility whereby an amount of $2,250,000 was advanced.  
Security for the facility was the transfer of 9,000,000 shares in Golden West Resources Ltd to the financier
pursuant to a share mortgage (see note 11(c)).  Under the mortgage beneficial ownership of the shares 
remain with Fairstar.  

(b)  Details regarding interest rate and liquidity risk is disclosed in Note 23(c).

(c)  Assets pledged as security
The carrying amount of assets pledged as security for current interest bearing liabilities are:

2008
$

2007
$

Current � Floating charge 2,179,609 -

Non-current � Mortgage over shares 17,460,000 -
Non-current � Floating charge 32,996,144 -

50,456,144 -

Total assets pledged as security 52,635,753 -

12. Provisions
Other 10,000 -

10,000 -

13. Issued capital
373,543,017 (2007 � 97,758,622) fully paid 
ordinary shares 96,013,314 10,470,741

96,013,314 10,470,741

(a) Movements in issued capital: Issue price
$ No of shares $

Year ended 30 June 2007
Balance as at 1 July 2006 62,480,002 1,395,569
Oct 06 - Shares issued pursuant to prospectus $0.25 30,000,000 7,500,000
Nov 06 - Shares issued at $0.25 $0.25 723,000 180,750
Oct 06 - Shares issued in consideration for 
acquisition of mining interests $0.25 1,000,000 250,000
Oct 06 - Shares issued in consideration for 
acquisition of mining interests $0.25 1,100,000 275,000
Dec 06 - Shares issued to Director $1.00 1,000,000 1,000,000
Oct 06 - Shares issued in part payment of 
share issue costs $0.15 500,000 75,000
April � June 07 Exercise of options at $0.25 
each $0.25 955,620 238,905
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13. Issued capital (continued) Issue price
$

No of shares
$

Share issue costs - (444,483)
Balance as at 30 June 2007 97,758,622 10,470,741

Year ended 30 June 2008
Balance as at 1 July 2007 97,758,622 10,470,741

July 2007 Shares issued for services 0.73 4,000,000 2,900,000
July 2007 Conversion of options 0.25 148,888 37,222
Sept 2007 Conversion of options 0.25 1,087,226 271,807
Sept 2007 Conversion of options 0.25 529,750 132,437
Oct 2007 Conversion of options 0.25 1,572,248 393,062
Dec 2007 �
June 2008

Shares issued in consideration 
to acquire shares in Associate
pursuant to takeover bid (refer 
note 25) 0.32 244,594,617 78,492,313

March 2008 Share Placement 0.20 5,175,000 1,035,000
May 2008 Share Placement 0.15 1,666,666 250,000
June 2008 Share Placement 0.15 17,010,000 2,551,500

Share issue costs - (520,768)
Balance as at 30 June 2008 373,543,017 96,013,314

(b) Fully paid ordinary shares carry one vote per share and carry the right to dividends.

(c) Movements in Options on Issue 2008
Number 

2007
Number

Opening balance 51,645,940 4,200,000
Options issued at $0.005 pursuant to rights issue - 48,401,560
Exercise of options (3,338,112) (955,620)
Options issued attached to share placement 6,841,666 -
Options issued at $0.01 attached to June 2008 
shares placement 17,010,000 -
Closing Balance 72,159,494 51,645,940

2008
$

2007
$

14. Reserves
Available �for-sale investments revaluation 
reserve (7,551,043) -
Option reserve 582,014 393,208

(6,969,029) 393,208

(a) Option reserve
Balance at beginning of financial year 393,208 151,200
Options issued at $0.01 170,100 -
Issue of 48,401,560 options at $0.005 each - 242,008
Share based payments 18,706 -
Balance at end of financial year 582,014 393,208

This option issue reserve is used to recognise both the fair value or issue price of options issued.
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14. Reserves (continued) 2008
$

2007
$

(b) Available�for-sale investments revaluation 
reserve
Opening Balance - -
Revaluation of shares in listed company (7,551,043) -
Balance at end of financial year (7,551,043) -

The available-for-sale investment revaluation reserve is used to recognise unrealised variations in the market 
value of financial assets.

2008
$

2007
$

15. Accumulated losses
Balance at beginning of financial year (4,849,682) (789,090)
Loss attributable to members (34,161,953) (4,060,592)
Balance at end of financial year (39,011,635) (4,849,682)

16. Loss per share 

2008
Cents
Per

share

2007
Cents Per

share
Basic loss per share: (14.84) (4.61)

The loss for the period and the weighted average number of ordinary shares used in the calculation of basic 
loss per share are as follows:

2008
$

2007
$

Loss for the period after income tax (34,161,953) (4,060,592)

2008
No.

2007
No.

Weighted average number of ordinary shares for 
the purposes of basic earnings per share 230,124,974 88,012,905

2008
$

2007
$

17. Commitments for expenditure

(a)  Operating lease commitments
Not longer than 1 year 108,360 69,000
Longer than 1 year and not longer than 
5 years 262,317 253,000

370,677 322,000

(b)  Hire purchase contracts
Not longer than 1 year 31,023 14,622
Longer than 1 year and not longer than 
5 years 87,897 40,211

118,920 54,833
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17. Commitments for expenditure (continued) 2008
$

2007
$

(c)  Exploration commitments
The company has certain commitments to 
meet minimum expenditure requirements 
on the mineral exploration assets it has an 
interest in.  Outstanding exploration 
commitments are as follows:
Not later than 1 year 754,922 692,978
Later than 1 year and not later than 2 years 1,610,759 1,491,647
Later than 2 years and not later than 5 
years 3,986,783 3,614,984

6,352,464 5,799,609

(d)  Royalty Commitments

The Company has a royalty obligation to Australian Health Care Limited in the sum of 2% of the net 
profit derived from mining activities on Exploration Licence 28/465.
Furthermore, if at any time mining operations commence on the southern portion of the Exploration 
Licence and this royalty is not payable, a royalty is payable to Total Mineral Resources Pty Ltd equal 
to:
(i) Fifty cents per tonne of ore processed from the tenement with a reconciled mill head grade above 

4.5 grams of gold per tonne; and
(ii) Twenty Five cents per tonne of ore processed from the Exploration Licence with a reconciled 

mill head grade of 4.5 grams of gold per tonne or less
provided however if at the time mining operations commence on the southern portion of the 
Exploration Licence the Australian Health Care Limited royalty is payable, an amount of $25,000 is
payable to Total Mineral Resources Pty Ltd on the date being 12 months after mining operations 
commence.

(e)  Option agreements

(i)  The company has entered into option agreements to acquire interests tenements from A. Rudd & 
P. Gianni, of which option fees totalling $300,000 have been paid and these amounts are capitalised 
as Exploration Expenditure. The interests shall be the rights to explore for and extract gold and silver 
only, and a first to last rights of refusal to acquire the rights in relation to other minerals.
The total capital commitment required to acquire the gold and silver interests in the tenements subject 
to these options is estimated at $1,750. In addition the Company has a royalty obligation equal to 
$5.00 per ounce of gold extracted.
(ii)  The company has entered into five option agreements to acquire a 70% interest in tenements 
known as the Spinifex Well, Cue and Mindoolah prospects.  Option fees totalling $100,000 have been 
paid and capitalised as Exploration Expenditure.  Each option can only be exercised if the company 
has arranged for the production of a bankable feasibility study (as defined). The estimated exercise 
price to acquire the tenements subject to these options is $6,000.

(f)  Expenditure Commitment � Option Agreement
The agreement relating to Spinifex Well is subject to the Company paying other parties under an 
agreement between such parties and the option vendors whereby the option  vendors have an option 
to acquire the tenement.  The cost to maintain such options is $10,000 per tenement on the first, 
second and third anniversaries of the grant of the tenements and a final payment of $210,000 for 
each tenement upon the fourth anniversary of the grant of the tenements.  The first anniversary  was 
in September 2006.
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17. Commitments for expenditure (continued)

(g)  Farm-In Agreement
In July 2007 Fairstar entered into an agreement with Knight Industries Pty Ltd to acquire oil interests 
in Victoria, Australia.  Under the agreement, Fairstar was to earn a 60% interest by expending 
$1,000,000 on the costs of exploration of a first well and a further $1,500,000 on a second well 
subject to drilling results.  As at 30 June 2008 the initial $1,000,000 has been expended on the first 
well.  As a result of the additional costs incurred in relation to the first well, Fairstar�s interest has 
been increased to 75% pursuant to an agreement in July 2008.

18. Contingent liabilities

(a) Share based payment 

The Company may be required to issue 1,000,000 ordinary shares to Kevin Robertson in the event that the 
share price of Fairstar Resources Ltd trading on the Australian Securities Exchange reaches $2.00.

(b) Dispute with Findlays & Co Stockbrokers Pty Ltd (Findlays)
Findlays were appointed corporate advisers to Fairstar in relation to the takeover bid for Golden West 
Resources Ltd.  Findlays may have been entitled to a success-based fee upon successful completion of the 
takeover bid.  Notwithstanding the takeover bid did not achieve the required 50% interest in Golden West 
Resources Ltd, Findlays have made a claim against Fairstar of approximately $1,400,000 in relation to the 
matter.  Fairstar believes no amount is payable and is defending the claim, and believes it has a substantial 
counterclaim against Findlays.

(c) Fee payable to other Adviser
An adviser appointed by Fairstar has lodged a claim for fees, payable by way of issue of shares in Fairstar,
of approximately $720,000 in relation to the Golden West Resources Ltd takeover bid.  Fairstar is currently 
negotiating the matter. The Directors are unable to quantify the likely settlement terms at this time.

19. Contingent assets

(a) Opes Prime Company Ltd (Opes Prime)

In January 2008 Fairstar secured financing of approximately $3.3 million to assist with the Company�s 
working capital requirement, exploration expenditure program, and to participate in Golden West Resources 
Ltd�s (GWR) pro rata share issue.  This funding was secured through Opes Prime.  As security for the loan, 
10 million GWR shares were pledged to ANZ Nominees (on behalf of Opes Prime) as security.  ANZ 
disposed of these shares in April 2008 without authority. Fairstar maintains that it has retained beneficial 
ownership of these GWR shares and that ANZ had no right to dispose of them.

As a result of the disposal, the loan with Opes Prime, which was approximately $1.8 million, was repaid, 
and Fairstar is an unsecured creditor of Opes Prime to the extent approximately $7 million.  Fairstar believes 
its claim is for a larger amount, but is unable to determine the extent to which any return will be available to 
unsecured creditors of Opes Prime.  The full loss on the disposal of the 10,000,00 shares has been provided 
for in the financial statements as follows �

Cost of 10 million shares (refer note 7(b)) 22,470,000
Less value of loan as at date of disposal (1,815,975)
Loss on Disposal 20,654,025

Fairstar is currently pursuing its rights as an unsecured creditor of Opes Prime, and is also taking legal 
advice in relation to the unauthorised disposal by ANZ Bank of the shares in GWR and any damages arising 
from that.
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19. Contingent assets (continued)
(b) Shares disposed by a Financier

In March 2008 Fairstar entered into a financing facility with an unrelated company to secure loan funding of 
up to $4 million.  Security for the facility was the pledging of 5 million shares held by Fairstar in Golden 
West Resources Ltd.  Prior to any monies being advanced on the facility the financier defaulted on their 
agreement by disposing of 1,854,730 shares pledged to them as security.  They had no right to deal with 
these shares.  Fairstar is currently taking legal action against the financier, and a third party to whom it 
transferred the shares.  Under a settlement agreement a third party was to pay an amount of approximately 
$2.2 million, being the proceeds from the unlawful disposal, to enable Fairstar to restore its shareholding.    
As the third party has yet to pay the settlement sum, a provision for impairment has been recorded at 30 June 
2008 (refer note 5).  In addition Fairstar is taking legal action against the financier and its Directors for any 
shortfall of funds and for damages in relation to the matter.  The company is confident of recovering the
settlement sum and shortfall in due course.  However, the full loss on this transaction has been provided for 
in the financial statements as follows �

$
Cost of shares 4,167,578
Compensation receivable under settlement agreement (2,200,000)
Loss on disposal of shares 1,967,578
Add impairment of amount receivable 2,200,000

4,167,578

20. Related party disclosures 

(a) Directors remuneration 

Details of key management personnel remuneration are disclosed in note 21 to the financial statements.

(b) Other transactions with director related entities

Transactions with director related entities are on commercial terms no more favourable than those available 
to other persons unless otherwise stated.

2008
$

2007
$

(i) Consulting fees paid to Byko Investments Pty Ltd, a 
related company of Kevin Robertson * - 38,413

(ii) Accounting, administration & labour hire fees paid 
to Allens Business Company Pty Ltd, a related 
company of Kenneth Allen 12,580 60,829

(iii) Acquisition of motor vehicle from Byko 
Investments Pty Ltd at market value - 95,282

(iv) Exploration consulting services paid to A. Rudd * - 27,522

(v) Legal fees paid to Paiker & Overmeire, a firm of 
which Harold Paiker is a principal 3,200 8,629

(vi) Payments to Byko Investments Pty Ltd for lease of 
motor vehicle * - 16,500

(vii)  In October 2006, 500,000 ordinary shares at 
$0.25 each were issued to A. Rudd to acquire an option 
to purchase Exploration and Prospecting Licenses.  
Upon exercise of the option, the Company is to pay A. 
Rudd the consideration of $1,000. - 125,000
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20. Related party disclosures (continued) 2008
$

2007
$

(viii) Consulting fees paid to Raxigi Investments Pty 
Ltd, a related Company of Vaz Hovanessian  * 54,231 -

(ix) Salaries paid to related parties (as defined in 
AASB124) of Kevin Robertson, being employees of 
Fairstar Resources Ltd, at normal market rates 378,563 155,505

* These amounts are included in Key Management 
Personnel remuneration totals in Note 21, and in the 
remuneration report in the Director�s Report

(c) Directors loans

Aggregate amount payable to directors and their 
director related entities at balance date
Current liabilities
Trade payables 1,061 1,606

21. Key Management Personnel Disclosures

(a) Details of Key Management Personnel
(i) Directors
The names of the directors in office at any time during or since the end of the year are:
Name of Director
HJ Paiker Chairman *
KM Allen Non-Executive Director (Resigned 10 March 2008)
KJ Robertson Managing Director
AP Rudd Non-Executive Director
V Hovanessian Non-Executive Director * (Appointed 15 March 2008)

* On 31 July 2008 HJ Paiker resigned as Chairman.  He remains a Non-Executive Director.  V Hovanessian 
was appointed Chairman.

(ii) Executives
Mahendra Pal, Exploration Manager
Note that Mahendra Pal was appointed as a Director on 30 July 2008.

(b) Key Management Personnel Disclosures
2008 2007

$ $
Short term employee benefits 656,768 446,879
Share based payments 18,706 1,000,000
Post employment benefits 97,458 83,127

772,932 1,530,006
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21. Key Management Personnel Disclosures (continued)

(c) Option holdings of Key Management Personnel

Opening 
balance

Granted as 
remu-

neration

Net Sales & 
Purchases

Options 
issued at 
$0.005

Balance @ 
30/06/08

Bal vested 
@ 30/06/08

Vested and 
exerci-
sable 

Options 
vested during

year 

2008 No. No. No. No. No. No. No.

Directors
H Paiker 850,000 - - - 850,000 850,000 850,000 -

KJ Robertson 2,740,000 - - - 2,740,000 2,740,000 2,740,000 -
KM Allen 850,000 - - - 850,000 850,000 850,000* -
V Hovanessian - - - - - - - -
AP Rudd 2,162,500 - - - 2,162,500 2,162,500 2,162,500 -

6,602,500 - - - 6,602,500 6,602,500 6,602,500 -

During the financial year, no options were exercised by specified directors for ordinary shares in Fairstar 
Resources Ltd.

M.Pal does not hold and has not held shares or options in the Company.  In July 2008, M. Pal was granted 
200,000 options in the company � details are shown in Note 24.

* Represents balance held at date of resignation

Opening 
balance

Granted 
as remu-
neration

Sales Options 
issued at 
$0.005

Balance @ 
30/06/07

Bal vested @ 
30/06/07

Vested 
and 

exerci-
sable 

Options 
vested 

during year 

2007 No. No. No. No. No. No. No.

Directors
H Paiker 600,000 - - 250,000 850,000 850,000 850,000 -
KJ Robertson 600,000 - (150,000) 2,290,000 2,740,000 2,740,000 2,740,000 -
KM Allen 600,000 - - 250,000 850,000 850,000 850,000 -
NH Maund 600,000 - - 718,750 1,318,750* 1,318,750 1,318,750 -

AP Rudd 600,000 - - 1,562,500 2,162,500 2,162,500 2,162,500 -

3,000,000 - (150,000) 5,071,250 7,921,250 7,921,250 7,921,250 -

(d) Shareholdings of Key Management Personnel

Opening 
Balance

Prior Year 
Adjustment **

Balance held at 
appointment

Share issues to 
directors

Share 
Purchases

Balance@ 
30/6/08

2008
No. No. No. No. No.

Directors
HJ Paiker 500,000 - - - - 500,000
KM Allen 500,000 - - - - 500,000*

AP Rudd 3,125,000 - - - 3,520,000 6,645,000
K Robertson 2,384,000 55,100 - 73,500 - 2,512,600
V, Hovanessian - - - - - -

6,509,000 55,100 - 73,500 3,520,000 10,157,600

*   Represents balance held at date of resignation
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21. Key Management Personnel Disclosures (continued)

Opening 
Balance

Granted for 
services 

rendered

Granted for 
services 

rendered

Received on 
exercise of 

options

Share issues to 
directors

Balance@ 
30/6/07

2007 No. No. No. No. No.

Directors
HJ Paiker 500,000 - - - - 500,000
KM Allen 500,000 - - - - 500,000
NH Maund 812,500 - - 625,000 - 1,437,500 *
AP Rudd 2,000,000 - - 1,125,000 - 3,125,000

K Robertson 2,000,000 1,000,000 - 125,000 (741,000) 2,384,000
S Nigam - - 1,266,000 - - 1,266,000 *

5,812,500 1,000,000 1,266,000 1,875,000 (741,000) 9,212,500

** Prior year adjustment � Note that the shareholding for K Robertson was incorrectly disclosed in the 2007 
annual report. The discrepancy of 55,100 shares has been adjusted above.

(e) Other transactions with Key Management Personnel
Other transactions with Key Management Personnel are included in Note 20.

2008
$

2007
$

22. Notes to the cash flow statement

(a) Reconciliation of cash and cash 
equivalents
Cash and cash equivalents at the end of the 
financial year as shown in the cash flow 
statement is reconciled to the related items 
in the balance sheet as follows:
Cash and cash at bank 1,485,268 4,665,478

1,485,268 4,665,478

(b) Reconciliation of loss for the year to 
net cash flows from operating activities
Loss for the year (34,161,953) (4,060,592)
Depreciation 162,285 92,993
Share-based payment 2,918,706 1,000,000
Impairment loss on receivables 2,200,000 -
Loss on disposal of shares 22,621,603 -
Profit on sale of motor vehicle 3,490 -
Borrowing costs deducted from proceeds 
of loan 96,511 -
Changes in assets and liabilities: - -
Trade and other receivables (42,673) (105,986)
Prepayments (4,327) 23,902
Trade and other payables (47,434) 19,594
Provisions 71,610 10,925
Net cash used in operating activities (6,182,182) (3,019,164)
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22. Notes to the cash flow statement (continued) 2008
$

2007
$

(c) Non-cash financing and investing 
activities
(i) Shares issued to director
1,000,000 shares valued at $1,000,000 
were issued to K. Robertson for services 
rendered.  See note  24 (b) - 1,000,000
(ii) Share issue costs were satisfied by the 
issue of 500,000 shares at $0.15 each. - 75,000
(iii) Consideration for the acquisition of 
mining interests were satisfied by the 
issue of 2,100,000 shares at $0.25 each. - 525,000
(iv) Part proceeds on disposal of motor 
vehicle used to repay hire purchase 
agreement 33,336 -
(v) Purchase of motor vehicle financed 
by hire purchase 95,137 -
(vi) Acquisition of shares in Golden West 
Resources Ltd, pursuant to takeover bid, 
of which consideration was paid by way 
of issue of 7 shares in Fairstar Resources 
Ltd for every 1 share held by Golden 
West Resources shareholders 78,492,312 -

23.  Financial Risk Management and Policies

The Company�s activities expose it to a variety of financial risks: (including interest rate risk and price risk), credit 
risk and liquidity risk.  The Company�s overall risk management program focuses on the unpredictability of the 
financial markets and seeks to minimise potential adverse effects on the financial performance of the Company.

Risk management is carried out by the Board of Directors with assistance from suitably qualified external advisors. 
The Board provides written principles for overall risk management and further policies will evolve commensurate 
with the evolution and growth of the Company.

The Company holds the following financial instruments:

2008 2007
$ $

Financial assets
Cash and cash equivalents 1,485,268 4,665,478
Trade and other receivables 278,505 160,826
Other financial assets 49,078,039 -

50,841,812 4,826,304
Financial liabilities
Trade and other payables 246,374 232,195
Borrowings 2,346,729 48,323

2,593,103 280,518

The market value of shares in the associate, Golden West Resources Ltd, as at 30 June 2008 was $49,078,039.  A 
decision as to whether to continue to hold shares in Golden West Resources Ltd or dispose a part shareholding to 
fund working capital has yet to be made.

It is, and has been throughout the period under review, the Company�s policy that no trading in financial instruments 
shall be undertaken.  The main risks arising from the Company are cash flow (interest rate risk, liquidity risk and 
credit risk).  The Board reviews and agrees policies for managing each of these risks and they are summarised below.
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23.  Financial Risk Management and Policies (continued)

(a) Market risk

(i) Foreign exchange risk
The Company has no exposure to foreign exchange risk, with the exception of a debtor of $2,200,000 arising from 
the settlement of a legal dispute, which was repayable in US Dollars.  This debtor has been fully provided for at 30 
June 2008.

(ii) Price risk
The Company is exposed to equity securities price risk in relation to its shareholding in Golden West Resources Ltd.  
The Company is not exposed to any material price risks.  Any change in the market value of Golden West Resources 
Ltd shares on the ASX will have a material impact on its carrying value if, in the Company�s opinion, it represents a 
permanent variation.  Had the price of Golden West Resources Ltd shares strengthened / weakened by 20% with all 
other variables held constant the Company�s asset value would have been $9,800,000 lower / $9,800,000 higher.

(iii) Cash flow and interest rate risk
The Company�s only interest rate risk arises from cash and cash equivalents held. Term deposits and current 
accounts held with variable interest rates expose the Company to cash flow interest rate risk.  The Company does not 
consider this to be material to the Company and have therefore not undertaken any further analysis of risk exposure.  
The Company has borrowings at balance date consisting of a secured loan and a hire purchase contract.  Interest rates 
on the hire purchase contract are fixed.  The secured loan was a short term finance facility.  The interest rate is fixed 
on this facility. Interest rate risk is disclosed in the maturity analysis table in Note (c).

(b) Credit risk

The Company does not have any significant concentrations of credit risk.  Credit risk is managed by the Board and 
arises from cash and cash equivalents as well as credit exposure including outstanding receivables and committed 
transactions.

All cash balances held at banks are held at internationally recognised institutions.

There are no formal credit approval processes and risk management in place.

The maximum exposure to credit risk at reporting date is the carrying amount of the financial assets as summarised 
at the start of Note 23. The credit quality of financial assets that are neither past due nor impaired can be assessed by 
reference to external credit ratings (if available) or to historical information about default rates.

Financial assets that are neither past due and not impaired are as follows:-

2008 2007
$ $

Cash and cash equivalents
AA S&P rating 1,485,268 4,665,478

(c) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash balances and access to equity funding.  

The Company�s exposure to the risk of changes in market interest rates relate primarily to cash assets and floating 
interest rates. The Company does not have significant interest-bearing assets and is not materially exposed to 
changes in market interest rates.

The directors monitor the cash-burn rate of the Company on an on-going basis against budget and the maturity 
profiles of financial assets and liabilities to manage its liquidity risk.

The following table sets out the carrying amount, by maturity, of the financial instruments including exposure to 
interest rate risk:
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23.  Financial Risk Management and Policies (continued)

Year ended 30 June 2008 <1 year 1 - 5
Years

Over 5
Years

Total Weighted 
average 
effective 

interest rate 
%

Financial Assets:
Cash 1,485,268 - - 1,485,268 3.85
Receivables 278,505 - - 278,505 -
Investments - - 49,078,039 49,078,039

1,763,773 - 49,078,039 50,841,812

Financial Liabilities:
Trade payables 173,839 - - 173,839 0.0%
Hire purchase liability 21,471 75,258 - 96,729 11.0%
Other loans 2,250,000 - - 2,250,000 40.0%* 

2,445,310 75,258 - 2,520,568

* The term of these borrowings is 6 months.  The interest rate shown represents the annualized rate.

During the year ended 30 June 2008 the Company secured short-term financing in order for it to fund its takeover bid 
for Golden West Resources Ltd and to assist with working capital and exploration activities. In year ended 30 June 
2009 the Company will look to repay these short term borrowings either by the part disposal of non-core assets or by 
raising further equity capital.

Year ended 30 June 2007 <1 year 1 - 5
Years

Over 5
Years

Total Weighted average 
effective interest 

rate %
Financial Assets:

Cash 4,665,478 - - 4,665,478 4.5%
Receivables 160,826 - - 160,826 0.0%

4,826,304 - - 4,826,304

Financial Liabilities:
Trade payables 221,270 - - 221,270 0.0%
Hire purchase liability 48,323 - - 48,323 8.5%

269,593 - - 269,593

(d) Fair value estimation

The fair value of financial assets and liabilities must be estimated for recognition and measurement or for disclosure 
purposes.  

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair 
values due to their short term nature.

The Company�s principle financial instruments consist of cash and deposits with banks, accounts receivable, trade 
payables and loans payable. The main purpose of these non-derivative financial instruments is to finance the entity�s 
operations.

(e) Capital risk

The Company�s objectives when managing capital are to safeguard their ability to continue as a going concern, so 
that they can provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital 
structure to reduce the cost of capital.  In order to maintain or adjust the capital structure, the Company may adjust 
the amount of dividends paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce 
debt.

The company�s equity management is determined by funds required to undertake its development activities and meet 
its corporate and other costs.
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24. Share based payments

(a) Directors Options

The Company provides benefits to employees (including directors) of the Company in the form of share-based 
payment transactions, whereby options to acquire ordinary shares are issued as an incentive to improve Director and 
shareholder goal congruence.  4,200,000 Options were issued to Directors in May 2006, and have an exercise price of 
25 cents.  The options granted have an exercise date of prior to 30 August 2009.

The weighted average remaining contractual life of share options outstanding at the end of the financial year was 2.17 
years (2006 � 3.17 years).  No options were exercised during the years ended 30 June 2007 and 
30 June 2008.  4,200,000 remain on issue at 30 June 2008.

(b) Share Issue to Key Management Personnel � Year ended 30 June 2007

In November 2006 K. Robertson received 1,000,000 shares under the terms of his contract when the price of shares 
of the company on ASX reached $1.00.  The company must issue a further 1,000,000 shares should the company�s 
share price reach $2.00 during the term of his contract.

(c) Share Issue to Corporate Advisers

In July 2007 consulting fees related to the acquisition of oil and gas interests were satisfied by the issue of 4,000,000 
shares at 72.5 cents each, being the market value of shares at that time.

(d) Option Issue to Key Management Personnel

In July 2008, 200,000 options were granted to Mr Mahendra Pal, the senior geologist of the Company, pursuant to 
his contract of employment. As the options were due to Mr Pal in May 2008, the value of the options is included as 
an expense in the income statement for year ended 30 June 2008.  The fair value of the options granted was 9.353 
cents per share (totalling $18,706), using a Binomial option valuation methodology.  The volatility rate was 150% 
and the risk free rate was 6.50%.  The options are exercisable at 35 cents on or before 1 May 2011.

(e) Expenses arising from share-based payment transactions

Total expenses arising from share-based payment transactions recognised during the period were as follows:

2008 2007
$ $

Share issue to corporate advisers 2,900,000 -
Shares issued to K Robertson - 1,000,000
Options issued to M Pal 18,706 -

2,918,706 1,000,000

25. Segment Information

The company operates predominantly in one industry and one geographical segment, being the Mining 
industry within Australia.  Exploration is undertaken in Western Australia and Victoria.  The operations in 
Victoria relate to the exploration for oil and gas.  The operations in Western Australia relate to exploration for 
gold, uranium, and iron ore. The net loss related to oil and gas exploration activities in Victoria for the year 
ended 30 June 2008 is $4,092,267.








