
ROYALCO RESOURCES LIMITED 
ABN 53 096 321 532 

 

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (CONT’D) 
 
  
11. ROYALTY RIGHTS

Royalty Rights - at cost 336,697         336,697         336,697         336,697         
Less Accumulated Amortisation (88,779) (10,185) (88,779) (10,185)

247,918       326,512       247,918        326,512        

Reconciliation of Royalty Rights

Opening balance 326,512         336,697         326,512         336,697         
Amortisation of Royalty Rights (78,594) (10,185) (78,594) (10,185)

Closing balance 247,918         326,512         247,918         326,512         

 
12. INTANGIBLES

Goodwill on consolidation (a) 418,035         418,035         -                 -                 

Software - at cost (b) 35,245           35,245           35,245           35,245           
Less Accumulated Amortisation (26,599) (14,270) (26,599) (14,270)

8,646             20,975           8,646             20,975           

426,681         439,010         8,646             20,975           

(b) Reconciliation of software

Opening balance 20,975           6,533             20,975           6,533             
Acquisition of software -                 24,610           -                 24,610           
Amortisation of software (12,329) (10,168) (12,329) (10,168)

Closing balance 8,646             20,975           8,646             20,975           

(a) The Company assessed the recoverable amount of goodwill and determined that the goodwill associated with the Company's 
exploration expenditure in the Phillippines (representing 100%) was not impaired.
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2009 2008 2009 2008
$ $ $ $

13. EXPLORATION ASSETS

Costs carried forward in respect of areas of 
interest in exploration and evaluation phase 4,595,531      4,368,401      -                 -                 

Reconciliation of deferred exploration and 
evaluation costs

Balance at beginning of year 4,368,401      3,556,151      -                 -                 
Current year expenditure 1,834,429      1,369,290      -                 -                 
Write-off during the year (1,607,299) (557,040) -                 -                 

Balance at end of year 4,595,531      4,368,401      -                 -                 

Consolidated Parent

 
Recoverability of the carrying amount of exploration assets is dependent upon the successful exploration and 
sale of resources. 
 
Capitalised cost of $2,219,960 (2008: $1,545,168) has been included in cash flows from investing activities in 
the cash flow statement.  The difference represents foreign currency movements during the year. 
 
14. OTHER NON-CURRENT ASSETS

Security deposits paid 75,495         72,817         72,817          72,817          

 
15. TRADE AND OTHER PAYABLES

Trade creditors and accruals 108,592       47,800         105,128        247,774        

(a) The average credit period on purchases in 30 days. No interest is charged on the trade payables. The consolidated 
entity has financial risk management policies in place to ensure that all payables are paid within the credit timeframe.
 
 

16. PROVISIONS

CURRENT
Provision for employee entitlements 115,203       119,274       115,203        119,274        

NON-CURRENT
Provision for employee entitlements 59,740         41,824         59,740          41,824          

(a) A provision has been recognised for employee entitlements relating to annual and long service leave. In calculating 
the present value of the future cash flows in respect of the long service leave, the probability of long service leave taken is 
based on historical data. The measurement and recognition criteria relating to employee benefits have been included in 
Note 1 of this report.
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2009 2008 2009 2008
$ $ $ $

17. CONTRIBUTED EQUITY

52,714,183 (2008: 53,111,200) fully paid ordinary 
shares 17,593,031    17,672,434    17,593,031    17,672,434    

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

No. $ No. $
(a) Fully paid ordinary shares
Balance at beginning of financial year 53,111,200    17,672,434    56,411,200    18,546,934    
Share buy-back (397,017) (79,403) (3,300,000) (874,500)

Balance at end of financial year 52,714,183    17,593,031    53,111,200    17,672,434    

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

(1) During the 2008 financial year, the Group executed a publicly announced share buy-back program resulting from a decision by the Group 
to maintain ongoing capital management.  All the shares purchased are cancelled.  There were three purchases made during the 2009 
financial year and 397,017 shares were bought back.

Consolidated Parent

Changes to the Corporations Law abolished the authorised capital and par value concept in relation to the Share 
Capital from 1 July 1998. Therefore, the Company does not have a limited amount of authorised capital and 
issued shares do not have a par value.

2009 2008

 
(b)  Terms and Conditions of Issued Capital 
 

Ordinary shares participate in dividends and the proceeds on winding up of the parent entity in proportion to the 
number of shares held. 

 
At the shareholders meetings each ordinary share is entitled to one vote when a poll is called, otherwise each 
shareholder has one vote on a show of hands. 

 
 (c)  Options 

Royalco Resources Limited has the following unlisted options on issue at 30 June 2009: 
  
2,950,000 options at an exercise price of $0.50 exercisable on or before 31/03/2011 
150,000 options at an exercise price of $0.80 exercisable on or before 31/03/2011 
510,000 options at an exercise price of $0.52 exercisable on or before 31/03/2011 
 

2009
No.

2008
No.

Balance at beginning of the financial year 3,610,000      3,460,000      
Granted during the financial year -                 150,000         
Balance at end of the financial year 3,610,000    3,610,000    

 
Directors’ Options 
 
Options granted to Directors or their nominees are disclosed in the Remuneration Report. 
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2009 2008 2009 2008
$ $ $ $

18. RESERVES

Option reserve 676,441         676,441         676,441         676,441         
Foreign currency translation reserve (631,387) (237,236) -                 -                 

45,054           439,205         676,441         676,441         

Consolidated Parent

 

 
Option Reserve 
 
The option reserve arises on the grant of share options to executives and senior employees under 
the employee share option plan.  Amounts are transferred out of the reserve and to retained 
earnings when the options are exercised or lapsed.  Further information about the share based 
payments is made in Note 26. 
 
The movement table for the financial year ended 30 June 2009. 
 

2009 2008
$ $

Balance at beginning of the financial year 676,441                   595,170                     
Share based payments -                          81,271                       
Balance at end of the financial year 676,441                 676,441                    

 
 

Foreign Currency Translation Reserve 
 
The foreign currency translation reserve records exchange differences from the functional 
currencies of the Group’s foreign controlled entities into Australian dollars. 
 
The movement table for the financial year ended 30 June 2009. 

 

2009 2008
$ $

Balance at beginning of the financial year (237,236) (61,359)
Translation of foreign operations (394,151) (175,877)
Balance at end of the financial year (631,387) (237,236)
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2009 2008 2009 2008
$ $ $ $

19. COMMITMENTS FOR EXPENDITURE

Exploration Tenements - Commitments for 
Expenditure
In order to maintain current rights of tenure to 
exploration tenements, the Company and 
economic entity is required to outlay rentals 
and to meet the minimum expenditure 
requirements of the Mines Departments. 
Minimum expenditure commitments may be 
subject to renegotiation and with approval may 
otherwise be avoided by sale, farm out or 
relinquishment. These obligations are not 
provided in the accounts and are payable:

Not later than one year 115,230         82,132           -                 -                 
Later than one year but not later than five -                 242,320         -                 -                 
Later than five years -                 -                 -                 -                 

115,230         324,452         -                 -                 

Operating Rental Leases - Commitments 
for Expenditure

Not later than one year 2,076             10,998           -                 -                 
Later than one year but not later than five -                 1,853             -                 -                 
Later than five years -                 -                 -                 -                 

2,076           12,851         -                -                

Consolidated Parent
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20. SEGMENT REPORTING 

 
a) Industry Segments 

 
The economic entity has the following two business segments: 
 
Royalty Rights is the primary business segment and the Company is also involved in the exploration of 
mineral deposits throughout the Philippines. 
 
Exploration of the mineral deposits is predominately carried out in the Philippines through the Company’s 
subsidiary Royalco Philippines Inc.  The parent entity has minor activity in the exploration segment. 
 

2009 2008 2009 2008 2009 2008 2009 2008
Revenue
External Sales 7,402,588      987,139         -                 -                 861,214         578,567         8,263,802      1,565,886      

Result
Segment Result 
before tax 7,323,994      976,954         (1,898,537) (674,076) (642,131) (693,625) 4,783,326      (390,747)

Assets
Segment Assets 2,136,515      326,512         5,049,474      4,608,330      8,894,915      8,852,028      16,080,904    13,786,870    

Liabilities
Segment Liabilties -                 -                 -                 6,424             283,535         202,473         283,535         208,897         

Other

Acquisition of 
Segment Assets 
(including 
exploration assets) -                 -                 1,834,429      1,407,897      2,908             -                 1,837,337      1,407,897      
Depreciation of 
Segment Assets -                 -                 10,062           32,775           18,229           -                 28,291           32,775           
Amortisation of 
Royalty Rights 78,594           10,185           -                 -                 -                 -                 78,594           10,185           

CONSOLIDATEDROYALTY RIGHTS EXPLORATION CORPORATE 

 
 
b) Geographical Segments 
 

The consolidated entity’s operations are located in Australia and Philippines.   
 
Secondary Reporting – Geographical Segments 
 

2009
$

2008
$

2009
$

2008
$

2009
$

2008
$

Location
Australia 8,263,173      1,562,817      11,031,430    9,718,440      2,908             -                 
Philippines 629                3,069             5,049,474      4,068,330      1,834,429      1,407,987      

8,263,802      1,565,886      16,080,904    13,786,770    1,837,337      1,407,987      

Segment Revenues from 
External Customers

Carrying amounts of 
Segment Assets

Acquisition of Non-current 
Segment Assets
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21.    RELATED PARTY DISCLOSURES 
 
Transactions with Directors and Director Related Entities 
 
During the year the following transactions took place between the Company and Director related entities: 
 

• David Ogg & Associates Pty Ltd, a Company associated with Mr D Ogg, received consulting fees of 
$61,700 (2008: $75,212) for the provision of management and company secretarial services. (These 
consulting fees are included in total remuneration in the Remuneration Report) 

 
• Copper Strike Limited, a Company associated with and Mr P Topham and Mr T Eadie, received rent from 

Royalco Resources Limited of $25,358 (2008: $21,420) during the year. 
 

• Alpha Unicorn Company Pty Ltd, a Company associated with Mr B Pertzel, received  fees of $35,525 
(2008: 21,875) for the provision of Director’s services (These  fees are included in total remuneration in the 
Remuneration Report), and a further $4,331 for the provision of geological consulting services (2008: Nil)  

 
• Pertzel Tahan & Associates Pty Ltd, a Company associated with Mr B Pertzel, received fees of $23,203 

(2008: 15,144) for the provision of geological consulting services. 
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Consolidated
2009

$

Consolidated
2008

$

Parent
2009

$

Parent
2008

$
22. NOTES TO THE STATEMENT OF CASH FLOWS

(a) Reconciliation of Cash and Cash Equivalents

For the purposes of the statement of cash flows, cash 
includes cash on hand and in banks and investments in 
money market instruments, net of outstanding bank 
overdrafts. Cash at the end of the financial year as shown 
in the statement of cash flows is reconciled to the realted 
items in the statement of financial position as follows:

Cash and cash equivalents 7,311,056    5,939,036    7,064,341      5,755,164    

(b) Reconciliation of Operating Profit / (Loss) After 
Income Tax to Net Cash Flows From Operating 
Activities:

Operating Profit / (Loss) after income tax 2,692,951      (390,797) 8,327             283,329         

Non-Cash Activities
Amortisation of Royalty Rights 78,594           10,185           78,594           10,185           
Profit on sale of investments (559,656) (2,148) (559,656) (2,148)
Depreciation 28,291           32,775           18,229           14,464           
Other Non Cash Income (70) -                 (70) -                 
Impairment of Investments -                 4,151,119      -                 
Non cash royalty income net of withholding tax (6,251,250) (987,139) (6,251,250) (987,139)
Share based payments -                 81,271           -                 81,271           
Employee entitlements 13,845           27,578           13,845           27,578           
Fair value gains 491,619         218,535         491,619         206,787         
Exploration expenses written off 1,607,299      557,040         -                 -                 

-                 
Changes in net assets:
(Increase)/Decrease in deferred tax 1,112,934      (9,977) 1,509,426      (9,977)
(Increase)/Decrease in receivables 20,784           (28,492) 42,839           (23,394)
(Increase)/Decrease in royatlties receivable (150,894) -                 (150,894) -                 
(Increase)/Decrease in other current assets (7,384) 3,510             -                 11,748           
Increase/(Decrease) in income tax payable -                 -                 -                 -                 
Increase/(Decrease) in deferred tax liabilties -                 -                 -                 -                 
(Increase)/Decrease in sundry creditors and accruals 60,792           5,470             (142,646) 154,640         

Net Cash used in operating activities (862,145) (482,189) (790,518) (232,656)
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (CONT’D) 
 
NOTE 22 : NOTES TO THE CASH FLOW STATEMENT (CONT”D) 
 
c)    Non cash financing and Investing Activities        

  
During the year the company has received royalties of $8,263,802.  Of the total royalties received 
$8,089,908 were paid or payable in gold bullion, including withholding tax, with the remainder being in cash.  
During the year, the company has converted gold into cash of $4,565,779, which has been recognised as a 
cash flow from investing activities.  In addition to this the Company is holding gold valued at $1,303,277 and 
is owed royalties receivable in gold of $1,737,703 at 30 June 2009. 

 
 

23.     FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 

The consolidated entity’s principal financial instruments comprise cash and cash equivalents, trade and 
other receivables, investments in listed corporations, gold assets and trade and other payables.  

The main purpose of these financial instruments is to finance the consolidated entity’s operations. The 
consolidated entity has various other financial assets and liabilities such as receivables and trade payables, 
which arise directly from its operations.  

The main risks arising from the consolidated entity’s financial instruments are market risk. Other risks are 
summarised below. The Board reviews and agrees policies for managing each of these risks.  

Market Risk 

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates, 
commodity prices and equity prices will effect the entity’s income or the value of its holdings of financial 
instruments. 

The objective of market risk management is to manage and control market risk exposures within acceptable 
parameters while optimising the return. 

(a) Cash flow interest rate risk 
 
The consolidated entity’s exposure to the risks of changes in market interest rates relates primarily to the 
consolidated entity’s short-term deposits with a floating interest rate. These financial assets with variable 
rates expose the consolidated entity to cash flow interest rate risk. All other financial assets and liabilities in 
the form of receivables and payables are non-interest bearing. The consolidated entity does not engage in 
any hedging or derivative transactions to manage interest rate risk.  In regard to its interest rate risk, the 
consolidated entity continuously analyses its exposure. Within this analysis consideration is given to 
potential renewals of existing positions, alternative investments and the mix of fixed and variable interest 
rates.  

The following tables set out the carrying amount by maturity of the parent entity and consolidated 
entity’s exposure to interest rate risk and the effective weighted average interest rate for each 
class of these financial instruments. Also included is the effect on profit and equity after tax if 
interest rates at that date had been 40% higher or lower with all other variables held constant as 
a sensitivity analysis.  

The consolidated entity has not entered into any hedging activities to cover interest rate risk. In 
regard to its interest rate risk, the consolidated entity continuously analyses its exposure. Within 
this analysis consideration is given to potential renewals of existing positions, alternative 
investments and the mix of fixed and variable interest rates. 

A sensitivity of 40% has been selected as this is considered reasonable given the current level of 
both short term and long term Australian dollar interest rates. A 40% sensitivity would move short 
term interest rates at 30 June 2009 from 4.40% to 6.16% representing a 176 basis points shift. 
This would represent two to three increases which is reasonably possible in the current 
environment with the bias coming from the Reserve Bank of Australia and confirmed by market 
expectations that interest rates in Australia are more likely to move up than down in the coming 
period.  

Based on the sensitivity analysis only interest revenue from variable rate deposits and cash 
balances is impacted resulting in a decrease or increase in overall income. 
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23. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT’D) 

Consolidated Entity

Note
-40% -10% +40% +10%

2009
$

2008
$

2009
$

2008
$

2009
$

2008
$

2009
$

2008
$

2009
$

2008
$

Financial Assets
Cash at bank 20 7,311,050    5,939,030    6                  6                  7,311,056    5,939,036    (128,674) (39,910) 128,674    39,910      
Trade and other 
Receivables 6 -               -               1,943,803    75,990         1,943,803    75,990         -              -            -            -            
Other financial 
assets at fair value 
through p&l 7 -               1,430,277    1,391,402    1,430,277    1,391,402    -              -            -            -            

Total 7,311,050    5,939,030    3,374,086    1,467,398    10,685,136  7,406,428    (128,674) (39,910) 128,674    39,910      

Weighted average 
interest rate 4.40% 6.72%

Financial Liabilities

Trade and other 
payables 13 -               -               108,592       47,800         108,592       47,800         -              -            -            -            

Total -               -               108,592       47,800         108,592       47,800         -              -            -            -            

Weighted average 
interest rate -               -               

Net Financial 
assets (liabilities) 7,311,050    5,939,030    3,265,494    1,419,598    10,576,544  7,358,628    (128,674) (39,910) 128,674    39,910      

Float Interest Rate Non-Interest Bearing Total Carrying Amount Interest Rate Risk Sensitivity
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%

8

,675

-

-

-

,675

-

-
-

,675

Parent Entity
Note

-40% -10% +40% +10

2009
$

2008
$

2009
$

2008
$

2009
$

2008
$

2009
$

2008
$

2009
$

200
$

Financial Assets
Cash at bank 23 7,064,335    5,755,158    6                  6                  7,064,341    5,755,164    (124,332) (38,675) 124,332       38         
Trade and other 
Receivables 6 -               -               1,913,940    68,182         1,913,940    68,182         -               -               -                              
Investment in subsidiary at 
fair value 7 -               -               4,911,936    6,702,279    4,911,936    6,702,279    -               -               -                              
Other financial assets at fair 
value through p&l 7 -               -               1,430,277    8,093,681    1,430,277    8,093,681    -               -               -                              

Total 7,064,335    5,755,158    8,256,159    14,864,148  15,320,494  20,619,306  (124,332) (38,675) 124,332       38         

Weighted average interest 
rate 4.40% 6.72%

Financial Liabilities -               -               -                              

Trade and other payables 15 -               -               105,128       247,774       105,128       247,774       -               -               -                              
Total -               -               105,128       247,774       105,128       247,774       -               -               -                              

Weighted average interest 
rate -               -               
Net Financial assets 
(liabilities) 7,064,335    5,755,158    8,151,031    14,616,374  15,215,366  20,371,532  (124,332) (38,675) 124,332       38         

Float Interest Rate Non-Interest Bearing Total Carrying Amount Interest Rate Risk Sensitivity
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(b) Price risk  

The Group is exposed to equity securities price risk.  This arises from investments held and 
classified on the balance sheet at fair value through profit and loss.  The following table sets out the 
carrying amount of the consolidated and parent entity’s exposure to equity securities price risk on fair 
value through profit and loss investments.  Also included is the effect on profit and equity before tax if 
these prices at that date had been 50% higher or lower with all other variables held constant as a 
sensitivity analysis. 

A sensitivity of 50% has been selected as this is considered reasonable given the current and recent 
trending and volatilities of both Australian and International stock markets and the trading history of 
the investment held by the Company. 

2009 2008 2009 2008
$ $ $ $

Listed Securities - Equities 107,000        344,245       107,000          344,245            

Market Price +50%
- Profit 53,500           172,123         53,500              172,123            
- Equity 53,500           172,123         53,500              172,123            

Market Price -50%
- Profit (53,500) (172,123) (53,500) (172,123)
- Equity (53,500) (172,123) (53,500) (172,123)

Consolidated Parent

 

 

(c) Liquidity risk  
 
Prudent liquidity risk management implies maintaining sufficient cash and financial resources to 
ensure an ability to meet ongoing financial requirements in a timely manner, and allow a buffer for 
unforeseen contingencies.   The Company manages liquidity risk by continuously monitoring forecast 
and actual cash flows and matching the maturity profiles of financial assets and liabilities. The 
Company aims at maintaining flexibility in funding by having in place operational plans to source 
further capital as required.  

 
Liquidity risk is measured using liquidity ratios such as working capital as follows: 
 

Consolidated Consolidated
30 June 2009 30 June 2008

Current Assets 10,692,520       7,406,428         
Current Liabilities 223,795            167,074            

Surplus/(Deficit) 10,468,725     7,239,354         
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Financial Liabilities 
The following tables the Company’s and the Group’s remaining contractual maturity for its non-
derivative financial liabilities. 

2009 2008 2009 2008
$ $ $ $

Contracted maturities of payables year ended 
30 June 2009:

Payable:

- less than 6 months 108,592         47,800           105,128         247,774         
- 6 to 12 months -                 -                 -                 -                 
- 1 to 5 years -                 -                 -                 -                 
- later than 5 years -                 -                 -                 -                 

Total 108,592         47,800           105,128         247,774         

Consolidated Parent

 
(d) Commodity Price Risk 

 
The entity is exposed to commodity price risk.  This risk because the Company receives the majority of its 
royalty income in form of gold bullion.  This gold is held by the company as a financial asset and is realised 
as required. 

2009 2008 2009 2008
$ $ $ $

Gold Assets 1,303,277      1,027,157      1,303,277      1,027,157      
Royalties Receivable (1) 1,737,703      -               1,737,707      -               

3,040,980    1,027,157    3,040,984      1,027,157    
Increase in gold price +20%
- Profit 608,196         205,431         608,197         205,431         
- Equity 608,196         205,431         608,197         205,431         

Decrease in gold price -20%
- Profit (608,196) (205,431) (608,197) (205,431)
- Equity (608,196) (205,431) (608,197) (205,431)

Consolidated Parent

 

A sensitivity of 20% has been selected as this is considered reasonable given the current and recent 
trending and volatilities of both Australian and International mineral markets. 

 
(1): The majority of royalties receivable will be received as gold.  This receivable is therefore appropriate to include as part 
of the sensitivity analysis for the movement in the gold price.     
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(e) Foreign Exchange Risk 

Foreign exchange risk arises when future commercial transactions and recognised assets and liabilities are 
denominated in a currency that is not the entity’s functional currency. The consolidated entity manages 
foreign currency risk by minimising the amounts of foreign currency required and buying foreign currency 
only at the time it is required. Cash at bank, prepayments and trade creditors are held in Philippine Peso. 

2009 2008 2009 2008
$ $ $ $

Cash and cash equivalent 246,715         183,872         -                 
Trade and other receivables 29,863           7,807             -                 
Trade and other payables (3,464) (6,424) -                 

Net Exposure 273,114         185,255         -                 -                 

Consolidated Parent

 

A sensitivity of 20% has been selected as this is considered reasonable given the current level of both short 
term and long term exchange rate movement for this currency and the above analysis assumes all other 
variables remain constant. 

 

2009 2008 2009 2008
$ $ $ $

Net Exposure 273,114       185,255       -                -                

Increase in exchange rate +20%
- Profit 54,623           37,051           -                 -                 
- Equity 54,623           37,051           -                 -                 

Decrease in exchange rate -20%
- Profit (54,623) (37,051) -                 -                 
- Equity (54,623) (37,051) -                 -                 

Consolidated Parent

 

(f) Net Fair Values 

For financial assets and liabilities, the net fair value approximates their carrying value. No financial 
assets and financial liabilities are readily traded on organised markets in standardised form. The 
Company has no financial assets where carrying amount exceeds net fair values at balance date.  

The Company’s receivables at balance date are detailed in Note 6 and comprise primarily royalties 
receivable, interest receivable and  GST input tax credits refundable by the ATO.  

The credit risk on financial assets of the Company which have been recognised on the Balance 
Sheet is generally the carrying amount.  
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(g) Capital Risk Management  

When managing capital, management’s objectives is to ensure the Company continues as a going 
concern as well as to maintain optimal returns to shareholders and benefits for other stakeholders. 
Management also maintain a capital structure that ensures the lowest cost of capital available to the 
Company.  

In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends 
paid to shareholders, return capital to shareholder, issue new shares, enter into joint ventures or sell 
shares.  

The Company has a defined share buy-back plan in place however it has currently been suspended.  
Share buy backs have been detailed in Note 17.  

No dividends were paid in 2009, however given the inherent and likely long-term profitability of 
Royalco’s business model the board of Directors have endorsed an indicative dividend policy.  This 
policy allows dividends to commence once they can be classified as fully franked.  They will be paid 
biannually and up to 60% of after tax profits will be paid as dividends.  The board retains the right to 
alter the formula in the event of unforseen circumstances.  

There is no current intention to incur debt funding on behalf of the Company. 

The consolidated Company is not subject to any externally imposed capital requirements.  

Management reviews management accounts on a monthly basis and reviews actual expenditure 
against budget on a quarterly basis.  
 

24. EARNINGS PER SHARE

2009 Cents 
Per Share

2008 Cents 
Per Share

Basic earnings  / (loss) per share 5.08 (0.70)

Diluted earnings / (loss) per share 4.75 (0.66)

Earnings used in the calculation of basic and 
diluted earnings per share 2,692,951      (390,747)

53,028,513    56,194,214    

56,638,513    59,655,858    

Weighted average number of ordinary shares outstanding during the year 
used in the calculation of basic earnings / (loss) per share

Weighted average number of ordinary shares and options outstanding during 
the year used in the calculation of diluted earnings / (loss) per share

 
 

Consolidated Consolidated Parent Parent
2009 2008 2009 2008

$ $ $ $
25. AUDITORS REMUNERATION

Auditing or reviewing the financial report:
- Leydin Freyer Audit Pty Ltd 28,000           28,000           28,000           28,000           
- Alas, Oplas & Co 4,509             3,900             -                 -                 

32,509           31,900           28,000           28,000           
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (CONT’D) 
 
 

26 SHARE BASED PAYMENTS 
 

Share Based Payment – Options 

There were no share based payments during the 2009 financial year. 

During the previous year the entity 150,000 options to a Director, exercisable at $0.80 and expiring 31 March 
2011. The options having been valued using the Black Scholes methodology at $0.2086. The following 
variables were used in this calculation:  

     
Grant Date 19/11/2007 
Vesting Date 28/6/2008 
Share Price 50 cents 
Exercise Price 80 cents 
Volatility 30% 
Time to maturity 3.5 Years 
Risk free interest rate 5.5% 

 
27 SUBSEQUENT EVENTS  
 

There has been no matter or circumstance that has arisen since the end of the financial year, that has 
significantly affected, or may significantly affect, the operations of the Company, the results of those 
operations or the state of affairs of the Company in future financial years. 
 
On 11th September 2009, the Company announced that the board had endorsed an indicative dividend 
policy.  Dividends are to commence once they can be classified as fully franked, will be paid biannually and 
only up to 60 % of after tax profits.  The board retains the right to alter the formula in the event of unforeseen 
circumstances. 
 
In the same announcement the company reported a net tangible asset backing per share of between 48 and 
50 cents - excluding any value for the company’s advanced exploration activities, principally in the 
Philippines.  
 
An independent valuation by DMR Corporate Pty Ltd, commissioned by Royalco, shows the company’s key 
royalty interests are worth between $15.88 million to $16.96 million. 
 

 
28     SCHEDULE OF MINING AND EXPLORATION TENEMENTS AS AT 30 JUNE 2009 

 
 
Philippine tenements 
 
Project  
 

Locality  Tenement No. Licence Type Equity

Gambang 
  

Bankun Benguet  005-2008-CAR Exploration Permit 100% 

Pao 
 

Kasibu, Nueva Vizcaya EP-II-000014 Exploration Permit 100% 

Yabbe Nueva Vizcaya  Exploration Permit Application 100% 
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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 remuneration report, the attached financial statements and 

notes thereto, are in accordance with the Corporations Act 2001, including compliance 
with accounting standards and giving a true and fair view of the financial position and 
performance of the consolidated Company; and  

 
c) the Directors have been given the declarations required by s.295A 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 
 

 
 
Peter J Topham 
Director 
25 September 2009 
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INDEPENDENT AUDITOR’S REPORT 
TO THE MEMBERS OF ROYALCO RESOURCES LIMITED 
 
 
 
We have audited the accompanying financial report of Royalco Resources Limited (the Company) 
and its controlled entities (the consolidated entity), which comprises the balance sheet as at 30 
June 2009, and the income statement, statement of changes in equity and cash flow statement 
for the year then ended, a summary of significant accounting policies and other explanatory notes 
and the directors declaration of the entity. 
 
Directors Responsibility for the Financial Report 
 
The Directors are responsible for the preparation and fair presentation of the financial report in 
accordance with Australian Accounting Standards (including the Australian Accounting 
Interpretations). This responsibility includes establishing and maintaining internal controls relevant 
to the preparation and fair presentation of the financial report that is free from material 
misstatement, whether due to fraud or error; selecting and applying appropriate accounting 
policies; and making accounting estimates that are reasonable in the circumstances.  In Note 1, 
the Directors also state, in accordance with Accounting Standard AASB101: Presentation of 
Financial Statements, that compliance with Australian equivalents to International Financial 
Reporting Standards (IFRS) ensures that the financial report, comprising the financial statements 
and notes, complies with IFRS. 
 
Auditors Responsibility 
 
Our responsibility is to express an opinion on the financial report based on our audit. We 
conducted our audit in accordance with Australian Auditing Standards. These Auditing Standards 
require that we comply with relevant ethical requirements relating to audit engagements and plan 
and perform the audit to obtain reasonable assurance whether the financial report is free from 
material misstatement.
   
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial report. The procedures selected depend on the auditor's judgement, 
including the assessment of the risks of material misstatement of the financial report, whether due 
to fraud or error. In making those risk assessments, the auditor considers internal control relevant 
to the entity's preparation and fair presentation of the financial report in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the consolidated entity's internal control. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by the Directors, as well as evaluating the overall presentation of the financial 
report.
  

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

Independence 
 
In conducting our audit, we followed applicable independence requirements of Australian 
accounting ethical pronouncements and the Corporations Act 2001. 



 

 

Audit opinion 
 
In our opinion: 
 

(a)  the financial report of Royalco Resources Limited and its controlled entities is in 
accordance with the Corporations Act 2001, including: 
 
(i) gives a true and fair view of the consolidated entity’s financial position as at 30 June 

2009 and of their performance for the year ended on that date; and 
 

(ii) complying with Australian Accounting Standards (including the Australian Accounting 
Interpretations) and the Corporations Regulations 2001;  

 
(b) the financial report also complies with International Financial Reporting Standards as 

disclosed in Note 1. 
 
 
Yours faithfully 
 

 
 
MELANIE J LEYDIN 
Registered Company Auditor 
Registration: 212298 
 
25 September 2009 
 
 

  



ADDITIONAL ASX INFORMATION 
SHAREHOLDER INFORMATION 
 
The shareholder information set out below was applicable as at 4 September 2009 
1. Distribution of Shareholders

(a) Analysis of number of shareholders by size of holding.

Category of holding Holders
Number of 

Shares % of Capital

1 - 1,000 22                      14,532               0.03%
1,001 - 5,000 180                    645,750             1.23%
5,001 - 10,000 114                    993,110             1.88%
10,001 - 100,000 200                    6,648,086          12.61%
100,001 and over 34                      44,412,705        84.25%
Total 550                  52,714,183      100.00%

   
(b) There are 36 shareholders holding 33,577 shares with less than a marketable parcel of ordinary 

shares. 
 
2. Twenty Largest Shareholders

The names of the twenty largest holders by account holding of orindary shares are listed below:

SHAREHOLDER HOLDING %
Merrill Lynch Australia Nominees Pty Ltd 14,320,682        27.17%
Oxiana Ltd 10,000,000        18.97%
Keryn Anne Topham 4,530,000          8.59%
Bell Potter Nominess Ltd 2,591,568          4.92%
Meballa Pty Ltd 2,400,000          4.55%
JP Morgan Nominnes Australia Ltd 1,400,000          2.66%
DL Ogg and Patricia Daly 1,200,000          2.28%
HSBC Custody Nominees Pty Ltd 886,579             1.68%
Mianer Pty Ltd 719,000             1.36%
David Ogg and Associates Pty Ltd 690,000             1.31%
Gasmere Pty Ltd 638,547             1.21%
Porthill Resources Pty Ltd 530,400             1.01%
Finance Associates Pty Ltd 442,562             0.84%
AB & KP Campbell 400,000             0.76%
Neville Miles 300,000             0.57%
Hubertine Jessop 288,000             0.55%
Whorouly Pty Ltd 270,000             0.51%
Lindley Investments Pte Ltd 250,000             0.47%
David Lindsay Ogg 240,000             0.46%
Rock Forest Pty Ltd 210,000             0.40%
TOTAL 42,307,338      80.26%
 
3. Substantial Shareholders 
 
 As at 4 September 2009 the substantial shareholders were as follows: 
 
Name of Shareholder No of Shares
Anglo Pacific Group PLC 16,412,250        
OZ Minerals Ltd 10,000,000        
Keryn Anne Topham & associates 5,180,400          
David Lindsay Ogg & associates 3,960,400          

% of Issued Capital
31.13%

9.83%
7.51%

18.97%

 
4. Voting Rights 
 
 At a general meeting of shareholders: 

(a) On a show of hands, each person who is a member or sole proxy has one vote. 
(b) On a poll, each shareholder is entitled to one vote for each fully paid share. 
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CORPORATE GOVERNANCE STATEMENT 
 
The Board of Directors (“the Board”) of Royalco Resources Limited (“the Company”) supports the 
establishment and ongoing development of good corporate governance policies, that are compatible with the 
Company’s size and which ensure an appropriate level of accountability to shareholders and other 
stakeholders. 
 
A description of the Company’s main corporate governance practices is set out below. It is also accessible at 
the Company’s website – www.royalco.com.au under the “Corporate” tag which has a sub heading for 
corporate governance.   In August 2007, the ASX issued a revised set of corporate governance principles 
and recommendations intended to take effect from 1 January 2008.  
 
The recommendations are not prescriptions and are intended as guidelines only.  The Board has sought to 
apply the revised recommendations to the extent relevant to the Company’s size and scale of operations. 
 
Recommendation 1.1: Establish the functions reserved to the Board and those delegated to senior 
executives and disclose those functions. 
 
The Company’s activities are currently not of a sufficient size nor are its affairs of such complexity to justify 
the employment of full-time management personnel. Accordingly most of the functions of management are 
undertaken by consultants under the supervision of the Executive Chairman who is responsible for 
management activities under delegated authority of the Board. The functions specifically reserved for the full 
Board are as follows:  
 

a) Setting and monitoring of objectives, goals and strategic direction with a view to maximising 
shareholder value, consistent with ethical behaviour and acceptable risk parameters; 

b) Approving budgets and monitoring financial performance; 
c) Identifying significant business risks and ensuring that these are appropriately managed; 
d) Approval of any significant asset acquisitions or disposals;  
e) Selection and appointment of new Directors; and 
f) Appointment and removal of the Executive Chairman. 

 
Recommendation 1.2: Disclose the process for evaluating the performance of senior executives. 
 
The performance of all Directors, and senior executives is reviewed at least annually. The Board evaluates 
the performance of the Executive Chairman and any other senior executives having regard to such things as: 
 

a) The responsibilities of the executive; 
b) Performance against budget; 
c) Any communicated key performance indicators; and 
d) Qualitative as well as quantitative measures. 

 
No Director or senior executive is involved with his or her own evaluation, and the remainder of the Board 
evaluates such parties without such parties being present. 
 
A review of the performance of the Board, its Directors and senior executives was carried out in August 
2008, and was undertaken in accordance with the above policy. 
 
Recommendation 2.1: A majority of the Board should be independent Directors. 
  
The Company does not currently have a majority of non-executive independent Directors. 
 
Due to the Company’s size and its specialised operations, the Board considers that a majority of 
independent Directors is not currently warranted.  As the Company's activities expand, this policy will be 
reviewed, with a view to aligning the Company's policies to conformity with this recommendation. The Board 
recognises that Directors remain in office for the benefit of and are accountable to shareholders and that 
shareholders have the voting power to elect members to the Board regardless of their standing, independent 
or otherwise. 
 
The effectiveness of the Board is achieved through the Directors’ knowledge and experience specific to the 
business and the industry in which the Company operates. Any Director may seek their own independent 
advice at the Company's expense to assist them in the performance of their duties to the Company and the 
shareholders. 
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CORPORATE GOVERNANCE STATEMENT (CONT’D) 
 
Recommendation 2.2: The Chairperson should be an independent director. 
 
Mr Peter Topham, the Executive Chairman, is not an independent Director. Whilst the Board recognises that 
it is desirable for the Chairman to be an independent director, the Company’s current early stage of 
development and size dictate that this is the most efficient mode of operation at the current time. The Board 
will review the appointment of an independent Chairperson should the Company’s size and growth warrant 
this. 
 
Recommendation 2.3: The roles of chair and Chief Executive Officer should not be exercised by the 
same individual. 
 
As noted, Mr Peter Topham is the Executive Chairman of the Company. For similar reasons expressed in 
relation to recommendation 2.2, the existing arrangement is the most efficient mode of operation at the 
current time for the Company’s early stage of development and size.  The Board will review the appointment 
of a separate Chairperson should the Company’s size and growth warrant this. 
 
Recommendation 2.4: The Board should establish a nomination committee. 
 
The Board considers that the Company is not currently of a size to justify the formation of a nomination 
committee. The Board as a whole undertakes the process of reviewing the skill base and experience of 
existing Directors and the identification of attributes required in new Directors. The Board as a whole also 
reviews Board succession plans, appointment and re-election of Directors and the process for evaluation of 
the performance of the Board, its Members and Senior Executives (as outlined under recommendation 1.2). 
Where appropriate, independent consultants will be engaged to identify possible new candidates for the 
Board. 
 
Should the Company’s activities increase in size, scope and nature, the appointment of a nomination 
committee will be reviewed by the Board and implemented if appropriate. 
 
Recommendation 2.5: Disclose the process for evaluating the performance of the board, its 
committees and individual directors. 
 
See the comments under recommendation 1.2 above. 
 
Recommendation 3.1: Establish a code of conduct and disclose the code or a summary of the code 
as to: 
 
• the practises necessary to maintain confidence in the Company’s integrity; 
• the practices necessary to take into account their legal obligations and the reasonable 

expectations of their stakeholders; 
• the responsibility and accountability of individuals for reporting and investigating reports of 

unethical practices. 
 
The Company has adopted a Corporate Code of Conduct, and a Code of Conduct for executives, which can 
be accessed at the Company’s website at www.royalco.com.au under the “Corporate” tag which has the 
appropriate sub headings. 
 
Recommendation 3.2: Establish a policy concerning trading in Company securities by Directors, 
senior executives and employees, and disclose the policy or a summary of that policy. 
 
The Company has adopted a Trading Policy which can be assessed at www.royalco.com.au under the 
“Corporate” tag which has the appropriate sub heading. 
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CORPORATE GOVERNANCE STATEMENT (CONT’D) 
 
Recommendation 4.1: The Board should establish an audit committee. 
 
The Board considers that the Company is not currently of a size to justify the formation of an Audit 
Committee and instead these functions are performed by the whole Board. All items that would normally be 
dealt with by an Audit Committee are dealt with at Board meetings. Such matters include: 
 

a) Establishment and review of internal control frameworks within the Company; 
b) Review of the financial statements, annual report and any other financial information distributed to 

shareholders or other external stakeholders; 
c) Review of audit reports and any correspondence from auditors, including comments on the 

Company’s internal controls; 
d) Nomination of the external auditor and reviewing the adequacy of the scope and quality of the 

annual audit and half year review; and 
e) Monitoring compliance with the Corporations Act, ASX listing Rules and any other regulatory 

requirements. 
 
Recommendation 4.2: The audit committee should be structured so that it consists only of non-
executive Directors; 
• consists of a majority of independent Directors; 
• is chaired by an independent Chairperson, who is not Chairperson of the Board; 
• has at least three members 

 
See comments under recommendation 4.1 above. 
 
Recommendation 4.3: The audit committee should have a formal charter. 
 
See comments under recommendation 4.1 above 
 
Recommendation 5.1: Establish written policies and procedures designed to ensure compliance with 
ASX Listing Rule disclosure requirements and to ensure accountability at a senior executive level for 
that compliance and disclose those policies or a summary of those policies. 
 
The Company has adopted a continuous disclosure policy that requires all Directors, Officers and executives 
to inform the Chairman, or in his absence the Company Secretary, of any potentially material information as 
soon as practicable after they become aware of that information. The Company does not currently have a 
formal written policy in place, but instead relies on the extensive experience of the Board and senior 
management to ensure ongoing compliance. 
 
Recommendation 6.1: Design a communications policy for promoting effective communication with 
shareholders and encouraging their participation at general meetings and disclose that policy or a 
summary of that policy. 
 
The Company has a disclosed policy for effective communication with shareholders which is available at the 
corporate governance statement on the Company’s website at www.royalco.com.au. under the “Corporate” 
tag which has the appropriate sub heading. 
 
Recommendation 7.1: Establish policies for the oversight and management of material business risk 
and disclose a summary of those policies. 
 
The Company has established policies for the oversight and management of material business risks which is 
available at the corporate governance statement on the Company’s website at www.royalco.com.au. under 
the “Corporate” tag which has the appropriate sub heading. 
 
Recommendation 7.2: The Board should require management to design and implement the risk 
management and internal control system to manage the Company’s material business risks and 
report to it on whether those risks are being managed effectively.  The Board should disclose that 
management has reported to it as to the effectiveness of the Company’s management of its material 
business risks. 
 
Management has not formally reported to the Board as to the effectiveness of the company’s management 
of its material business risks .All business risks are the responsibility of the Board, and the Board believes 
the risk management and internal control systems designed and implemented by the Directors and the Chief 
Financial Officer are adequate given the size and nature of the Company’s activities.  The Board requests 
management to report informally on risk management and internal control, and to highlight any additional 
risks that may have been identified, as well as reporting on matters that may have arisen from the 
Company’s internal control procedures.  The Company intends to develop the risk reporting framework into a 
detailed policy as its operations continue to grow. 
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CORPORATE GOVERNANCE STATEMENT (CONT’D) 
 
Recommendation 7.3: The Board should disclose whether it has received assurance from the Chief 
Executive Officer (or equivalent) and the Chief Financial Officer (or equivalent) that the declaration 
provided in accordance with section 295A of the Corporations Act is founded on a sound system of 
risk management and internal control and that the system is operating effectively in all material 
respects in relation to financial reporting risks. 
 
The Board receives such assurances prior to the release of the Company’s full year and half year accounts. 
 
Recommendation 8.1: The Board should establish a remuneration committee. 
 
The Board considers that, based on the Company's stage of development, no benefits or efficiencies are to 
be gained by delegating this function to a separate committee. The process for evaluating both executives 
and directors remuneration is explained under recommendation 1.2 above. There are no schemes for 
retirement benefits, other than superannuation for non executive directors. 
 
Recommendation 8.2: Companies should clearly distinguish the structure of Non-Executive 
Directors’ remuneration from that of Executive Directors. 
 
The structure of Executive and Non-Executive Directors’ remuneration is detailed in the remuneration report, 
which forms part of the Directors’ report in the annual report. 
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