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CHAIRMAN’'S LETTER
Dear Shareholder,

| am pleased to report that the re-focusing ofGleenpany’s activities during the financial year engrating positive
results and shareholder value. Your Company is famused on the exploration of its extensive iroa tenement
portfolio in the Pilbara, Western Australia. ThigbBra tenements are highly prospective, undererpl@and close to
major iron ore mines and infrastructure.

Iron ore drill program : Reconnaissance and planning work during the Z@8#nancial year was followed-up with
drilling programs between August and early Octab@d9 that are still in progress at the time of ingt These iron
ore drill-targets were generated by our technieaht and consultants and your board approved aorexipin program
which was largely funded by a placement to new shmes.

Drilling of these targets has discovered evidenicsubstantial tonnages of hematite iron mineratsain both hard
rock layers of iron formations and in large “palkacnel deposits”. Paleochannels are ancient drainhannels that
have become filled with detrital fragments, anglaces where these fragments are predominantlydrenlarge iron
deposits can be found.

Commercial and corporate developmentsDuring the year, directors worked with potentidliizse investors and
joint venture partners, some of whom chose to @pste in the July 2009 placement. The placemast leen
successful because it allowed the Company to flnedfirst stage of iron ore exploration in the Pitband this

increased iron ore activity has been accompanieghbincrease in the Company’s share price. Aai@opriate time,
we remain interested in forming strategic allianedth parties that can accelerate the commerciadisaof the

Company’s discoveries in a way that significantihances shareholder value even further.

Focus is iron-ore farm-out others:In addition to its significant iron ore holdingsyur Company has a broad tenement
portfolio in Western Australia, the Northern Teorij and Victoria covering commodities which inclydmal, coal
seam gas, gold, base metals and uranium. My \gethat it is not in the best interests of sharedrsidf emerging
resource companies to be too diversified as itgdagignificant financial, administration and tedahistress on both
management and the Board. Diversification can discourage or confuse prospective investors. hist time in its
history, Dynasty’s focus must be clear in its pw@avhich is to add value for shareholders by pxing our iron ore
holdings. Therefore, your Company is pursuing tjoientures or similar agreements on non-core, nom-bre
tenements so as to secure third party funding dohwan unlock residual value whilst still retaiginpside by way of

a direct minority interest in the non-core assets.

The rationalisation of the tenement portfolio wdllow management and the Board to review new iroa o
opportunities. In this regard, your Company issidering several opportunities that may represdogical fit with
the current iron ore tenement portfolio or otheeneémhance Dynasty’s iron ore asset base.

Outlook: we enter the 2009-10 financial year with a serfsepimism and an expectation of continued goodiliss
and subsequent definition of resources on your Gmyg iron ore tenements in the Pilbara.

On behalf of the Board and shareholders, | tharkDiinasty management and technical team for thefegsionally
astute work and enthusiasm which have made the @oyfgprojects increasingly valuable. A speciahttgais due to
our past Chairman, Richard Oh who began the refogusf the business plan last year and who haslkiagreed to
remain a Non-executive Director. Most importantly whank our shareholders for their ongoing suppartthe
Company’s activities.

A

lan Levy

Chairman

Dynasty Metals Australia Ltd
30 September 2009
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REVIEW OF OPERATIONS

PROJECT PORTFOLIO
Dynasty’s core exploration focus is iron ore in tidbara Western Australia. The balance of itslengtion project
portfolio and its non-core exploration projects epgoal, coal seam gas, base metals, gold andunnani

General Location Dynasty’s Tenement Portfolio

Figure 1 — Dynasty’s tenement locations - Australia

Iron Ore

During the 2008/2009 reporting period, in preparatior drilling, Dynasty completed reconnaissangpl@ation for
iron ore and expanded its iron ore tenement hotamg tenements under application in the PilbagBneof Western
Australia from 1,560krto 4,143k

Project Location Tenement Area Target Commodity

WESTERN AUSTRALIA Km?

Prairie Down East Pilbar 3,69¢€ Iron, copper, base meta
uranium

Warramboo West Pilbara 182 Iron

Abydos — Atlas JV North Pilbara 189 Iron, gold, dasetals

Mt Fraser South West 45 Iron

Southdown South West 31 Iron
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Other Commodities

During the 2009 reporting period, Dynasty relindpgéid a number of tenements, secured a 15% diredtyequthe
Tiaro JV (QId tenements EPC956 and 957) and apjitiedew areas in the Irwin River region of Westéustralia.
Dynasty’s ‘other commodity’ tenement areas redifcenh 10,562 krito 8,933k in the reporting period.

Project Location Tenement Area Target Commodity
WESTERN AUSTRALIA Km2
Irwin (EL's, ELA’s & PEPA's) | Northern Perth Basin 2,381 Coal, coal seam gas
Hector Bore Gascoyne 252 Uranium, Gold
Yanrey Carnarvon Basin 456 Uranium
Stanley - Nabberu Stanley-Nabberu Basin 1,965 WUrani
Mt Phillips Gascoyne 340 Uranium
Hyden Yilgarn 201 Gold. Nickel, Copper
Southern Cross Yilgarn 8 Gold
NORTHERN TERRITORY
Peaked Hill Arunta 1,143 Uranium
Mt Weldon Arunta 691 Uranium
Hanson River Arunta 1,048 Uranium
Possum Creek Arunta 47 Uranium
VICTORIA
Bendoc North Eastern Victoria 172 Gold
Bonang North Eastern Victoria 229 Gold
IRON ORE

Key Points During Reporting Period

Iron Ore emphasis on the Warramboo and Prairie Bae@nements, with the aim to define sufficient tgm
to support the development of a mine.

Surface mapping and supporting geo-physics hasrowed geological concepts.

Fieldwork confirms commercial grade iron mineraiiaa and the presence of several drill targets it
potential for substantial tonnages.

Rock chip sampling of surface out-crop has idesdifup to 64.99% FE high grade haematite in Beddw®d |
Deposits and 58.84% FE in Channel Iron Deposits.

$830,000 raised to contribute to 8,000m drillingPadirie Downs (5,000m) and Warramboo (3,000m).
Drilling in the 2009/2010 reporting period designedtest the thickness and grade of the outcropiomg
deposits, the distribution of iron mineralizationdato drill beneath surface cover targeting posshitdden

extensions of the deposits.

Advanced discussions with Chinese Investors inalgidieveral steel producers who could provide gffec
funding streams for the development of iron resesiio these projects

Dynasty’'s principal iron ore projects located orarged tenements arf@rairie Downs (40km south west of Mt
Newman) andVarramboo (80km east of Onslowyee Figure 2.
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Figure 2 — location
Dynasty’s key iron ore
projects and infrastructure in
the Pilbara Western
Australia.

These projects are considered to have a high palttémt the discovery of substantial deposits ohiore.

Three styles of iron mineralization, currently lgimined as Direct Shipping Ore (DSO), have beerwshfsom
exploration to occur on these tenements, namely reck Marra Mamba Formation, Channel Iron Deposits and
Detrital Iron Deposits, surface examples of material from these depeasésllustrated in the Plates 1 and Zwo less
common iron mineralized targets also exist on #eements, namely; a vast Proterozoic conglomeradeaa un-
named Archaen Banded Iron Formation.

Plate 1 — Example, Marra Mamba Formation Plate Example, Channel Iron Deposit

The strategic location of Dynasty's Pilbara pragegtaces them in close proximity to existing arehpled operations in
the Eastern Pilbara and Western Pilbara and gikemita high potential for early development follogviany
exploration successee Figure 2A
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Figure 2A — Location of Dynasty’s Western Austmaliienements and Regional Infrastructure

PRAIRIE DOWNS - IRON ORE PROJECT
Location

The Prairie Downs tenements cover an area of 3r69&kd are located on Prairie Downs Station and ~5®lest of
the rail head at Mt Newma(see Figure 2).

Geology

The geology of the area consists of the complex étakey formation which contains Brockman and Maviamba
Iron Formations as well as an older unnamed iromédion. Brockman and Marra Mamba Iron Formatiares mined
at Mt Newman, Mt Whaleback, Mt Tom Price and Broekrs. The Prairie Downs Fault, a major regional structure,
cuts the tenement in a north westerly direction aegarates the Hamersley Formation from BangemadirB
sedimentssee Figure 4. These sediments have a coarse basal conglonteradesting mainly of clasts of Hamersley
iron formation rocks, or their equivalent. The astratigraphic relationship between the key litigidal groups is
illustrated inFigure 5.

Iron, gold and copper mineralisation are presetiténregion.
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Figure 4 — Tenements, Regional Geology Figure 5 - Stratigraphy

Figure 6 - Dynasty’s current
tenements at Prairie Downs.

Exploration and Project Summary

Dynasty’s first priority target on Prairie Downsascommercially viable deposit of Brockman and/carM Mamba
Iron Formation. Outcropping Marra Mamba existstlom tenements and structures parallel to the BrBiowns Fault
suggest that blocks of Brockman and/or Marra Markbamation may have been faulted across into Dyfeasty
tenements and exist under cover.

The second priority iron target is ancient paleocteds containindetrital* andPisolitic> Channel Iron Deposits with
high concentrations of iron in the form of haeneatit

! Detritus (adjectivedetrital) is a geological term used to describe particfesak derived from pre-existing rock through preses of weathering
and erosion. These particles are often transptitedgh sedimentary processes into deposition&syssuch as riverbeds, lakes or the ocean
forming sedimentary successions and can be tranefbinto rock through cementation (in sedimenteoy deposits, the cement contains high
concentration of iron).

2 A pisolite is a sedimentary rock formed from pisoliths whézk concretions spherical in shape, and comprisesruric layers reaching 5-8mm in
diameter. The name derives from the Hellenic worcpka.
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The third priority target is gold, base metals (@&p silver, lead and zinc) and uranium minerai@atvhich is known
to exist in the region in proximity to the Praibwns Fault.

Dynasty completed two programs in the 2009 repgrgariod and the information compiled has been tsquan a
detailed drilling program which commenced after theporting period. The 2008/2009 work also included
reconnaissance exploration for gold and base miet#ifee southern area of the tenements.

In summary reconnaissance exploration determinatl ttiere are several targets on Dynasty’'s tenens&n in
Figure 7and which include:

Outcropping Marra Mamba
Formation

Faulted blocks of buried Brockman
and Marra Mamba Formation

Detrital Channel Iron
Channel Iron Deposits.

Un-named Archaen Bedded Iron
Formation

A Proterozoic iron rich
Conglommerate

Copper mineralisation

Figure 7 — Prairie Downs Exploration Targets

Bedded Iron Formations — Prairie Downs

The Dynasty tenements cover the Brockman and Mdamba formations and an un-named iron formation.thie
north east of the tenement, an enriched iron optaravhich siliceous layers of the original beddexh formation had
been partially replaced by haematite/martite.

The Geology map ifrigure 9 shows the iron formation forming a large synchvi¢h the central part of this structure
located to the north of Dynasty’s tenement. Thgmedic images ifrigure 7show that a substantial portion of the iron
formations may cross into the Dynasty’s tenemeRlate 3shows an example of outcropping Marra Mamba foionat
on Dynasty’s tenements.
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Figure 7 — Regional Magnetics and Planned Drilling

Figure 8 shows in more detailed the magnetic images adedciaith the Un-named Archaen Iron Formation in the
North East of EL52/1927, also illustrated in thgiomal geology magrigure 9.

Figure 8 - North East Prarie
Downs Un-named Achaean Iron
Formation

10
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Plate 3 — Outcropping Marra Mamba Formation

Detrital and Pisolitic Channel Iron Deposits — Praiie Downs

Within EL52/1927 is a substantial ancient and aurgrainage system extending over a distance oertftan 8km.
The channel system rises in a broad valley whiek Within the northern part of EL52/1927 and drantcropping
Marra Mamba, Brockman and the Un-named Achaeandshivdn formations.Figure 9shows the extent of current
drainage systems within the northern part of tmeteent. This current drainage system is considirdx relatively
stable and to most likely reflect ancient drainpg#erns.

Figure 9 — Drainage System and Planned Drill HdReairie Downs EL52/1927

11
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The Geological Model for Channel Iron

The northern area of the Prairie Downs projectoisitiated by armlluvial valley® to the south east of a major outcrop
of north westerly dipping Marra Mamba formationgdain by Brockman Iron Formatiqsee Schematic Figure A)
These formations represent the principal sourddeflirect shipping haematite rich bedded iron dépan the Pilbara
(e.g. Mt Whaleback, West Angeles, Cloud Break). erEhis an extension of the Marra Mamba within Dyyias
tenement and rock chip sampling of this zone hasnmed many results over 60% iron (‘FE’).

Schematic Figure A — Conceptual Diagram of the entiland surface

The geological model for Prairie Downs proposedathavial valley could contain Tertiary Pisolite freations which
are the principal source of channel iron depositghe Pilbara, (e.g. Robe River Mesas and YandioadgTherefore,
the geological environment at Prairie Downs wasswered to have scope to host substantial irongitspo

Follow up field mapping confirmed the geological deg i.e. that is the presence of Tertiary Charran (Plate 3)

consistent with the conceptual model illustratedhe Schematic Figure B,ral the results from ‘rock chip samples’
gave iron mineralisation results consistent withadgis required for commercial deposits.

Schematic Figure B — Conceptual Diagram of Tertiaayd Surface

There is evidence of Tertiary Channel Iron depasitsutcrop, sub-crop and float EL52/192%ample in Plate 3.

3 Alluvium (from the Latinalluvius, from alluere, “to wash against") is soil or sediments depodited river or other running water. Alluvium is
typically made up of a variety of materials, indhgifine particles of silt and clay and largertpdes of sand and gravel.

12
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Proterozoic Conglomerate
Field observations in the southern part of EL52718Rd EL52/2359 noted that the basal conglomerateeoPrairie

Downs Formation, within the Bangemall Basin, camazones of high Iron formation content represetgdarge
clasts of Hamersley Iron Formation (or equivalevithin a ferruginous (haematitic) matrix, sekate 4.

Plate 4 — Example of Proterozoic Conglomerate Qajcr

The results of up to 62.6% iron (‘FE’) with low daminants are encouraging. The variation of tlastatontent and
the silica content in the haematite matrix are oasfble for the variation in Fe content. Highetle stratigraphy the
chert clast content is significantly higher henke tower Fe response. The higher grade outcropshmaelated to
structural controls or a particular horizon andfar work is needed to clarify this.

This formation is mapped to have a large arealrgxtéth dimensions of several kilometres and a kleptd thickness
of the higher grade material as yet unknown. Bamedhe observations to date, and rock chip samphées basal
conglomerate has the potential to contain a sutigtaron deposit in zones of high concentratioh$~E’, see Figure
10 and 11.

Figure 10 — The Conglomerate Target at Prairie
Downs

13
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Figure 10 — Conglomerate and Regional Geology hwiEL52/1927 and EL52/2359

The conglomerate within Dynasty’s tenements istestied to be ~40m thick and covers a vast area émp&00kn].

Copper and Economic Minerals

Copper reported on a major north east structutbdrsouth east of the tenements in EL52/2024 mayabteof a larger
system in a dolomitic siltstone unit which coulghmesent a host for more significant mineralisati®@urface samples
from this copper mineralisation returned 29.1% @opand 20.9g/t silver.Figure 11shows the copper anomaly as
identified by soil sampling at Bulloo.

Figure 11 — Bulloo Copper Anomaly

14
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Immediately to the East of Dynasty’s Prairie Dowtesiements near-to the Prairie Downs Fault, PrBideins Metals
Limited has reported a silver-lead-zinc resouragtaioing 4.7 million tonnes at 6.3% zinc, 18g/vsiland 1.8% lead.

Limited published geological data on the projeaggests this mineralisation is partly controlledtbg Prairie Downs
Fault which cuts through the Dynasty tenementsraptesents a target for further investigation.

The region could also contain significant uraniunmenalisation in calcrete or as a paleochannel siepéth uranium
sourced from the granites to the east.

Exploration — Prairie Downs Tenements

Results from the geological and geophysical recissaace during the reporting period have been ateduand
specific drilling defined to test the identifiedgets. The first stage drilling program commenpedt 30 June 2009
with the following results.

Marra Mamba Iron Formation Confirmed

Dynasty has confirmed the presence of Marra Mamira fFormatiofi in 12 drill holes drilled in tenement EL52/1927
(see Figure 2), with one drill hole intersectingantinuous 98 metres of the Formation. At thigstahe estimated
average thickness of the deposit is 80 metresavithallow depth to the West.

Dynasty will continue to explore using geophysiies, buried on strike and in possible east faultéatks of Marra
Mamba to the South East of the currently drilledrtddMamba Deposit, within EL52/1927.

Three Detrital/Channel Iron Deposits Intersected

Dynasty has discovered three channel iron depasits wide-spaced drilling grid drilled in the ncetim part of
EL52/1927. Channel iron deposits are accumulatimnson ore fragments, nodules and pisolites iciemt river
channels.

The Spearhole detrital/channel iron deposit is duérkilometres wide with a maximum depth of appmately 35
metres and average depth of approximately 20 meifle intersections show visual concentrationsaf in pisolitic
material within several meters of Detrital and @i Iron deposits. Some of the pisolites shovh ltigncentrations of
haematitesee example Figure 12

Figure 12 - concentrated heamatite iron fragmenpiisolite
from Spearhole Channel Iron Deposit

Testing for up-stream and down-stream extens{ses Figure 13pf the Spearhole Channel and further definition of
the Northern Channel is underway.

In addition to the extensive Spearhole paleochaankdast two other smaller channels up to 8m deebover 400 to
600meters wide have been identified.

These channels are part of a substantial anciehtament drainage system over 8km long within Byyia tenements.
The drainage system rises in a broad valley whigh within the northern part of EL52/1927 and dsaimtcropping
Marra Mamba, Brockman and the Achaean banded aondtions.

Marra Mamba Formation is an important iron ore rock formation mined estgely for DSO in major iron ore mines of the Rila.

15
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Figure 13shows the extent of current drainage systems witiértenement, which are considered to most likefigct
ancient drainage patterns.

Figure 13 — Location of Spearhole and Northern Qtela and the Drainage System.

In addition to the confirmation of Tertiary haentatpisolites in the drill cuttings, site geologsstarried out further

reconnaissance mapping and identified Channel &aln crop and float showing well preserved petrifigdod
fragmentssee Plate 5.

Plate 5 - example of fragments of Channel Iron
sub-crop, showing well formed pisolites and
petrified wood fragments

The presence and size of the channels demonstratshere is the potential for significant tonrésCommercial
Channel Iron Deposit (CID) in the area “if good dgds encountered”. Samples have been sent talbeatory and
results are expected to show the most prospeativeszwithin the channel system to target furthilirdy.

The discovery of these significant detrital irordarhannel iron systems represents a technical ssierel confirms the
Dynasty and Terra Search technical team’s geolbgica

16
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The majority of Dynasty’s iron ore tenements atif¥d@owns remain relatively under explored (>90¢4h® area) and
the knowledge gained from the current drilling peogs will prove essential in planning the next stafjexploration at
Prairie Downs.

WARRAMBOO

Location

The Warramboo tenements covering an area of 16@kenlocated in the Pilbara on Red Hill station Gkl east of the
Western Australian coastal township of Onslow afkind south of the rail head at Robe River and 20@kne west-
north-west the township of Paraburdeeg Figure 14.

Figure 14 — Warramboo Tenements

Geology

The Geology of the tenements is dominated by Roptéc arenites, shales and siltstones of the Asbbdormation,
with valleys covered in recent alluviufsee Figure 15) The southern tenements also contain sandstomés a
conglomerates of the Mount Minnie Group which ar@rgly lateritisedin parts. Tertiary Pisolitic conglomerates
known as the Robe Pisolite (Tp) are also pres@himthe area and are the main mineralisationetiaof the region.

Figure 15 - Geology Warramboo (Wyloo 1:250 000 @gplMap)

17
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Dynasty’s iron exploration targets are the Charimah Deposit style of deposits which are currentiined at Rio
Tinto’s Robe River Mesa J Deposi#tee Figure 2approximately 60km from Warramboo and which aneorted as
being present on adjacent tenements held by Miogydlimited.

Exploration and Project Summary

The primary target on the Warramboo tenementis @re concentrated in paleochannels comprisingargiPisolite,
referred to as Channel Iron Deposits.

Base metals mineralisation (copper, lead and asspciated with shear zones is a secondary target.
Exploration within the Dynasty Tenements has caedi®f regional geophysics and geological mappin§urface
exploration over an area of Tertiary pisolitic ctorgerate covered by Dynasty teneme(dse example Plate ,6)

returned several results in the 50-60% Fe range.

During the 2009 reporting period mapping, samphngl a ground radiometric survey were completedréparation
for drilling.

Plate 6 — Photograph Warramboo Sub-crop

After 30 June 2009 and Dynasty completed a shodmeaissance drilling program.

Channel iron deposits were confirmed at Warramlooa maximum depth of 14m and an average thickngeds Gm.
A new program will be required to test for deepartp of the channels and unexplored areas on tieentents.

Exploration programs in the 2010 reporting periodl wonsist of follow-up drilling, gravity surveysground
radiometrics and mapping with a view to determiniihg length, depth and grade of the Channel IropdSiés in the
paleochannels.

URANIUM

Stanley Nabberu

During the reporting period a large area of tenégm&ras granted in the Stanley Nabberu area ~20Gkmh east of
Wiluna in Western Australia.

These tenements are considered prospective foiumarbase metals and gold. Desk top studies wedentaken
during the period and exploration is planned fer 2010 reporting period.

The area has some interesting uranium targets sfrmmmregional radiometric data in the northerntpdrDynasty’s
tenements.

18
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Figure 16 — Regional Geology Stanley Nabberu

Other Uranium Projects

Dynasty holds a number of tenements in Western rAlistand in the Northern Territorgsee Schedule in the
Attachments) Desk top studies were undertaken in the repppgriod with a view to designing exploration pragss;
together with to assist in discussions with potntint venture partners.

COAL AND COAL SEAM METHANE

Location

Dynasty has two granted exploration licences ardipplications covering 1,046Knin the northern Perth basin, east

of Dongara and Geraldton.

In addition to the EPL's, Dynasty has also appliedtwo Petroleum Exploration Licenses over parttta#se areas

covering 1.338kmM see Figure 17.

Figure 17 — Dynasty’s Irwin River Coal Tenementd &pplications

Dynasty is exploring these areas for coal and seam
methane. The tenements are well located with réspec
major resource development projects, existing gas
reticulation infrastructure, the proposed port ak@ee
north of Geraldton and regional road, rail and gas
reticulation infrastructuresee Figure 15 and 2A.

Oil and gas exploration in this part of the PertsB has
been undertaken over the past 40 years and hdsetesu

a number crude oil and gas discoveries in various
geological units ranging from Late Permian to Late
Jurassic in age.

19
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There is also a major Coalfield immediately adjacerd to
the east of Dynasty’s tenements, see Figure. 1Ighafly's
target is shallow coal seams in the up-dip portdrihe
Coalfield.

Figure 18 — Irwin River Leases, Regional Geologd aine
Irwin River Coalfield

Exploration has resulted in the development of aler of
natural gas production wells which supply naturas go
Perth domestic and industrial customers. Coalaegfibn

in the region has also been ongoing over the f@@Btygars
and has delineated a number of coal seams which
historically were not deemed commercially viable.

Exploration targeting coal seam methane has noh bee
undertaken in the area although oil and gas exldrave
reported gas flows when drilling the Irwin River &o
Measures, see Table 1.

Table 1 — Source Rocks Qil and Gas — Irwin River

NAME TYPE

Permian Irwin River Coal Measures Potential gawensate source
Lower Triassic Kockatea Shale Primary oil source

Lower Jurassic Cockleshell Gully Fm Gas and coadnsource

Mid Jurassic Cadda Shale Gas, condensate sauvarro #1
Mid to Upper Jurassic Yarragadee Fm Gas sourdéaato #1

The Dongara Gas Field produces principally fromhlibeal Triassic Sandstone, and also from the Perimian River
Coal Measures and the Permian Carynginia Format®ome oil occurs in the Basal Triassic Sandstoflee same
formation also produces gas at the Yardarino andddoa Fields (non-commercial oil is present atdéaino). The
Gingin and Walyering Fields have historically prodd commercial gas flows with minor condensate fribwe
Cattamarra Coal Measures of the Lower Jurassic [€sie&ll Gully Formation which overlies the Irwinver Coal
Measuressee Table 2.

5 Figure 18 does not show recent coal lease apiplitaiilustrated in Figure 17.
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Table 2 — Reservoir Source Rocks

NAME

TYPE

Lower Permian Highcliff sandstone
Irwin River Coal Measures

Lower Permian Carynginia Formation
Lower Permian Carynginia Limestone
Lower Permian Wagina Sandstone
Basal Triassic Dongara Sandstone

Kockatea Shale

Upper Triassic Lesuer Formation

Lower Jurassic Cockleshell Gully Fm

Middle Jurassic Cadda Formation

Middle-Upper Jurassic Yarragadee Fm

contains gad @il at Arrowsmith #1
contains gas an@oArrowsmith #1
oil at Arrowmand Yardarino
gas at Woodada
contains oil @dirra.
produces ghgikbat Dongara-Yardarino

sand lenses contain oil at manys,siteluding Mt Horner,
Arrowsmith, Mt Adams and North Erregulla.

excellent reserlair overlying seal is lacking, no accumulation
yet found

produced&@aSingin, and Walyering.

gas influx intorl@1 from thin sands caused suspension of the
well and side-tracking.

containsaoommercial gas at Warro #1

Coal Potential and Targets

Field studies and drilling from previous exploratim the area’ indicate that the coal resourcethefirwin River Coal
Field lie in a moderately complex geological seftisee Figure 19and consist of a low rank black coal.

Figure 19 — Stratigraphy showing Irwin
River and Cattamarra Coal Measures

The coalfield, which covers and area of approxifyat&Oknf and which is located east of and adjacent to Dtyfsas
tenements outcrops intermittently over a strikeytarof about 44 kmsee Figure 18.

CRA in 1986 estimated a substantial Inferred Resoof circa 1B tonnes based on widely spaced myildata (~4km
centers) comprising of narrow seams many of whiehewdeemed non-recoverable at the time (GSWA Regbpg

29, Le Blanc and Mory 1996).

There are nine principal seams in the coalfielg¢hea which locally exceeds 0.5 metres in thickn@gsese are (from
the top): seams A, B, C, C lower, D, E, F, G andTHe stratigraphic relationships are showfigures 19 and 20.
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Figure 20 — Coal Seams of the Irwin River Coal Meas

Seams exceeding 1.5 m in thickness include C SEé®eam, and G Seam.

Historical Exploration

Dynasty has recorded approximately 100km of 2Dnsieisover its Irwin River area. The results fromsthvork
interpreted by Dynasty’s geophysical consultantsetdelineated two areas which the company beliesggsant further

exploration.

Examples from the southern area seismic resultes sfoal seams at >400m in depth which representthdephere
coal seam methane can be generated and stored Withseamsee Figure 21.

Figure 21 — Example, Southern Seismic Section

The second area made up of six blocks, is pathehbrthern portion of the tenement area. The 2@0§mic survey
shows a significant section which appears to bé semms at a relatively shallow depth. This puésdbals within that
window where coal seam methane (if present in tads} can be easily tested by a shallow drillinogoam,see Figure
22
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Figure 22 — Example, Northern Seismic Section

Future exploration

Historical evidence and Dynasty's seismic work sgjghe coal measures on its Irwin River Tenemeatgesent a
valid exploration target for thermal coal deposital coal seam methane and the inter-bedded satkis Wie coal
seams may also contain methane migrated from thkseams. The Permian Coal Measures are ovenaifriassic
shales which may act as a seal preventing escageses.

Further interpretation and exploration drillingpknned for the 2009/2010 reporting period on catiph of the grant
of the tenements.

TIARO COAL JOINT VENTURE

Figure 23 — Exploration Licenses Tiaro Coal
Joint Venture

Location

EPC 956 “Gunalda” and EPC 957 “Tiaro” covering
516knt are located over the Tiaro Coalfield within
the Mesozoic Maryborough Basin of southeast
Queensland, between the towns of Gympie and
Maryboroughsee Figure 23.

The tenements are subject to a Joint Venture betwee
Core Coal (QId) Pty Ltd and Jandale Holdings Pty
Ltd on 22 June 2005 and 5 July 2005 respectively,
each for a period of two years.

Dynasty in 17 June 2008 entered into a Farm-in

agreement through which it has since earned atdirec
15% equity interest in EPC956 and EPC957.
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Figure 24 — Tiaro Coal Joint Venture Tenements,
Geology

Regional Geology

The area incorporates most of the accessible drea o
the Jurassic Tiaro Coal Measures. Coking, PCI and
thermal coals have been described from the coal
measures over widespread areas. The Maryborough
Basin developed closer to an active continentagmar
and had a higher heat flow than the intracratonic
Moreton and Surat Basins.

The Maryborough Basin also has younger intrusive
rocks that have caused Ilocalised heating (and
deformation) of the coal.

Stratigraphy

The EPC area incorporates primarily the JurassicoTi
Coal Measures, which occur within the lower part of
the Jurassic-Cretaceous Maryborough Basin, see
Figure 24.

Exploration and Project Summary

A stratigraphic drilling program, co-funded by t@eieensland Government under the Collaborative iBgillnitiative
was completed on EPC957 in May 2009 with the objecto obtain intersections of full thickness ofaiid Coal
Measures and Burrum Coal Measures.

Within EPC956 over the T9/Munna Creek target zoriel2m was drilled in 17 holes including A drillimgogram
designed to test the thickness and continuity el seams was completed during the reporting pesed,Figure 25.
Coal was intersected in all holes drilled in thegyam.

However, the thickness and quality of the coal Isasdjuite variable based on the initial assesswiegéological and
geophysical logging. At least 10 of the holes shmve or more good coal intervals at least 1 to 2nmore thick.
Several holes indicate thick coal intervals at Islaldepth, and may represent the oxidised componémshallow
seams of economic interest.

Assessment of all drilling results, surface mapplatg, and coal quality analyses (when availakl&ging undertaken,

in order to interpret the depositional and struat@mvironment of the coal deposits, and to deteengiossible seam
correlations and continuity.
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Figure 25 — Location of EPC956 Drill Holes

EPC956

GOLD PROJECTS

Bendoc and Bonang — Victoria

Figure 26 — Historical Workings Bendoc

A total of 115 samples were selected for laboratory
analyses from both core and RC samples collected fr
all holes. These comprise:

An initial batch of 30 samples (27 core, 3 RC) from
CTDO073 and CTR074 (see comments below).

A final batch of 85 samples (44 core and 41 RCinfro
holes CTDO75 to CTR089 were sent to the laboratory
for raw coal analyses with additional testing to be
confirmed when initial raw coal results from thésges

are received.

The initial coal quality results received from r®IETD
073 and CTR 074 confirmed high CSN (6.5 or greater)
indicating coking coal potential over a broaderaare
(Munna Creek to T9).

One coal interval in particular (31.35-32.46 in QJ13)
gave the best raw coal results yet received, vaithash
below 20%.

Other coal intervals in this hole had higher raw, and
yields of only about 30% for 10% ash, and with CSNs
of about 8. Initial indications from the T9 areaahat

at least one seam of good quality occurs, intesguer
with several seams of moderate quality.

Future programs will be designed from the review of
final results and the interpretations of coal seam
correlation and working section continuity

Location

Bendoc (EL4799) and Bonang (EL4824) are

located in eastern Victoria on the NSW boarder,
100 km north of Orbost. Combined, these

tenements cover a total area of approximately 400
km® Bendoc is a town of less than 200 residents
supported by logging, saw milling and intensive

agriculture. The majority of the services are

provided by the town of Delegate which is located

5 km north of the Victorian border in NSW.
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Exploration and Project Summary

Historically, this area has been particularly aethw both alluvial and primary reef miners. Golddges recovered
from quartz reefs are reported to average 57 ¢t gOver 40,000 ounces are reported to have bestuped from the

Bendoc and Bonang mineral fields from numerous wgdk see Figure 27.

Figure 27 — Mineralised Zones Bendoc

Modern exploration has used f

combination of geochemistry an
geophysics to identify suitable
anomalies for drilling. A substantia|
drill programme was undertaken b
Zephyr Minerals between 1994
t01996 and was designed to test
region of elevated geochemics
anomalism and primary vein-hoste
historical workings.

The drilling returned anomaloug
results which were interpreted b
Zephyr to fall in several mineralized
zones or shootsee Figure 27 and
28.

—_—

a

O —

Figure 28 — Interpreted Mineralised Shoots Bendoc

Dynasty Exploration

Throughout the Bendoc Bonang
tenements, a total of 252
geochemical samples (both rock
chip and sediment samples) were
collected. The majority of these
samples were taken near existing
workings. Peak values are
recorded from rock chip sampling
recorded in excess of 10g/t gold and
ten samples contained grades >1g/t
gold. These results from these
samples represent significant
exploration targets to be followed
up by further drilling.

Dynasty Metals conducted a drilling campaign arotivedVictoria Star area comprising four diamondl drbles each
of which reached a depth greater than 120 m. | Bole BB4 recorded numerous significant intercepth broad scale
mineralization from 57.4m to 81.5 m (i.e. 24.1 mayimg an average grade of over 2 g/t Au. This Zookided 6m @

4.64g/t Au from 71m and 2m @ 7.19 g/t Au from 79.5m

The drilling confirmed the existence of pervasivenalisation in shoots which has the potentiabéocommercially

viable.
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Future Exploration

Dynasty's exploration targeted previously known enalized areas which had been historically work&tle majority
of the tenement remains under explored. Futurdoesgon will employ detailed geophysics and meliment
geochemistry with the aim to generate significamipry targets. Parallel structures identifiedré@gional mapping
also represent prospective structural targets.

Hyden — Western Australia

Location

The Hyden tenements are located aproximately 9Gast of Hyden and approximately 350 km south efaBteath.
They surround the Forrestania Gold mine and caackessed by traveling east along the East HyderRBad from
the township of Hyden and continuing east along dtpining Hyden Norseman Road until turning soaththe
intersection of Forrestania Southern Cross Rodw fenement area can be accessed by tracks offet@dst
approximately 20 kilometers south along the Foamist Southern Cross Road.

Geology

The main Tenement area are to the east of the mafgihe Forrestania Greenstone Belt which is tbettern
extension of the Southern Cross Greenstone Belapptbximately 35 km of the southern terminatiorihaf belt. The
tenement area is underlain by late Archaean gridsitehich form a sheared contact with the greerestmit.

Mafic amphibolite, crops out in the Forrestania &stone Belt. Serpentinite and talc-carbonate-tligenschist units
also form part of the belt within this area. Ominor outcrops of granite occur adjacent to themeant area. The area
is known for its ridges of banded iron formatiorlKB e.g. at Iron Cap.

A favourable feature of the zone in which the teaatis located is that it is close to a deviatiorihie regional strike
orientation of the greenstone belt and consequentdy have been associated with a heterogeneass dteld and
associated dilational and compressional zones glthi@ time of gold mineralization. Quaternary fggconsisting of
white to yellow sand and playa lakes and relatetinsents overlying a Tertiary laterite crust covemnsst of the
tenement areaee Figure 29.

Figure 29 — Geology and Hyden Tenements

Exploration and Project Summary

The region has had extensive exploration
efforts for both nickel and gold
mineralisation. There has been limited work
on the tenements. There are two small
abandoned mines are located on the southern
portion of tenement E77/1326 (Black Prince
and Lady Lyons). This tenement surrounds
the historic Great Southern Gold Mine and is
near the Flying Fox and Cosmic Boy Nickel
Mines. E77/1248 is next to the Bounty Gold
Mine and the southern E74/0333 is to the
west of the Diggers Rocks Nickel mine.

The gold occurs in quartz vein hosts in
shears and nickel in Komatiite flows within
greenstones.

The Southern Cross region contains several

>1 million ounce deposits and is considered
highly prospective.
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Future Exploration

Compilation of any previous work in the area is first priority followed by identification of struarally and
geologically prospective targets using availableopdgysical and geological datasets. Following thispund
geophysics, surface geochemistry and RAB drilliniy e completed to evaluate the prospects.

COMPETENT PERSON STATEMENT

Malcolm Carson has compiled the information in théport from information supplied by Dynasty Metaimited.

Malcolm Carson has sufficient experience that ievant to the style of mineralisation and type epdaksit under
consideration and to the activity that he is undking to qualify as a Competent Person as defingtie 2004 Edition
of the Australasian Code for Reporting of ExplaratResults. Mr Carson consents to the inclusiothénreport of the

matters based on his information in the form andtegt in which it appears.
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DIRECTORS’ REPORT

The Directors present the following report for fimancial year ended 30 June 2009.
DIRECTORS
The Directors at any time during or since the efnithe year are:

lan Levy (Non-Executive Chairman)BSc. MSc. DIC, FAIG, FAusIMM Director since 1 August 2009

lan has had more than 30 years experience in bistimgngeology and mineral exploration including yietars with Western Mining
Corporation Limited (WMC) and 11 years experiencarining business development positions. lan haskeddin development
roles for mining-exploration companies includinghPantinental Mining and Gympie Gold Limited. Betwe2005 and 2007 he was
Chief Executive Officer of nickel mine developerédiance Mining NL.

lan has served as a Director of Gloucester Coal(fictin 6 April 2004 to 30 June 2009) and is curie@hairman of D’Aguilar
Gold Limited (from August 2003). Mr Levy has beesdEral President of the Australian Institute of &@entists and was a member
of the Joint Ore Reserve Committee (JORC) for Hyyéncluding four years as Vice Chairman.

Malcolm Carson (Technical Director) BSc (Geology) MSc (Nat Res MgiVA — Director since 28 August 2008

Mr Carson has broad qualifications and experiencié mining sector. His formal qualifications indé a BSc (Geology) and an
MSc in Natural Resource Management (economicsuresananagement and environment)

Since 1970, Mr Carson has worked in many aspectessicthe mineral resource industry including exion, mining,
environmental approvals, business development conoiaheevaluation, manufacturing, banking and firmncorporate and
government. He has a depth of experience in adktlaeeas and worked in Australia, Africa and Asia.

Mr Carson commenced his career as an exploratiologiet focusing on coal, nickel and gold. As amplexration geologist he
contributed to the discovery of coal, nickel anttgdeposits in Australia and Africa which were deped into long term profitable
working mines.

After working as an exploration geologist Mr Carspent several years as a senior executive inubkcpsector responsible for the
facilitation of resources development and in theegiment banking sector in project and corporat@nte and treasury.

Lewis Tay (Executive Director)BSc. DipAF Director since 17 January 2008

Lewis Tay has a Bachelor of Science Degree andladtis a Graduate Diploma of Applied Finance. He being actively and
successfully involved in property development, cardity trading, and share market investment pawidyulin Australian resource
companies over the last 15 years. In that time &® dstablished some healthy and useful busineasorehip with various
Australian, Chinese and Japanese companies. Thig®mships together with his extensive contactsidc be invaluable to the
company’s future fortunes.

Richard Oh (Non-Executive Director) CA. MAICD- Director since 29 October 2007

Richard has been a Chartered Accountant with 3Bsy@eperience including being a stock broker ppatfor more than 12 years.
He was a founding shareholder and director of tauatique stock broking firms in Perth and held pos# of executive director and
managing director in these firms. As a stockbrdkemwas instrumental in the listing of numerous canigs including resources
exploration companies. He has also previously Ipasitions of chairman, director and company secyes various times in
resources, property and industrial listed and tedipublic companies.

Richard was formerly the non-executive Chairmamofent Resources NL, an ASX listed company. Helss a member of the
Australian Institute of Company Directors and arfdation member of the West Australian Chinese ClemrabCommerce.

Graham Anderson (Non-Executive Director/Company Seetary) BBus, DipFP, CADirector since 6 August 2004

Graham Anderson is a Chartered Accountant who tgetais own specialist accounting and managemarguitancy practice.
From 1990 to 1997 he was an audit partner of Dugshband from 1997 to 1999 he was an audit partheloawath Perth. He is a
Chairman and Company Secretary of APA FinancialiSes Ltd, Director and Company Secretary of Eclesdrirces Limited,
Pegasus Metals Limited, Mamba Minerals Limited &adalpa Resources Limited. Graham was appointé&hagman of Dynasty
Metals Australia Limited on 6 September 2007.

Garry Hemming (Non-Executive Director) — Resigned o 15 August 2008
Garry Hemming was appointed on the 29 October 20@i7resigned on 15 August 2008

Low Hock Peng (Non-Executive Director) — Resignedno2 July 2009
Low Hock Peng was appointed on the 18 November 20@8resigned on 2 July 2009
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DIRECTORS’ REPORT (continued)

DIRECTORS' INTERESTS

As at the date of this report the relevant inteofstach Director in the shares and options ofQbmpany are:

Shares Options

In own name In other names In own name In other nares
lan Levy - - - -
Richard Oh - - - -
Lewis Tay 3,088,409 - 2,211,820 -
Graham Anderson - 1,000,000 - 500,000
Malcolm Carson - 21,686 500,000 -
Low Hock Peng - 500,000 - -

PRINCIPAL ACTIVITY

The principal activity of the Company is exploratiimr mineral resources.

REVIEW OF OPERATIONS AND RESULTS

Details of the operations of the Company are seiroihe Review of Operations on pages 4 to 28.
The Group incurred an after tax operating loss2¢6@8,855 (2008: $2,987,487).

DIVIDENDS

No dividend is recommended for the current year.

SIGNIFICANT CHANGES IN STATE OF AFFAIRS

In the opinion of the Directors, there were no o#ignificant changes in the state of affairs & @ompany that occurred during the
year under review not disclosed in this reportathie financial statements.

MATTERS SUBSEQUENT TO THE END OF THE FINANCIAL YEAR
Subsequent to the end of the Financial Year, thagamy:
Raised an additional $30,000 through the issu®6fi0 new ordinary shares at an issue price di0ffer share.

No other matters have arisen since 30 June 2009 aha significantly affected or may significandffect:
@) the operations, in financial years subsequent tdud@ 2009, of the Company; or
(b) the results of those operations; or

(c) the state of affairs, in financial years subseqt@B0 June 2009, of the Company.
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DIRECTORS’ REPORT (continued)

MEETINGS OF DIRECTORS
The following table sets out the number of meetithgsDirectors held during the year ended 30 J@0892

There were a total of four Directors’ Meetings hélding the year

Number Eligible

Number
Director to Attend Attended
lan Levy - -
Richard Oh 4 4
Lewis Tay 4 4
Graham Anderson 4 4
Malcolm Carson 4 4

Garry Hemming (Resigned on 15 August 2008) - -

AUDIT COMMITTEE

The Company has established an Audit Committeecitvaprises the full Board of the Company. The A@bimmittee did not meet
during the year.

ENVIRONMENTAL ISSUES

The Company'’s policy is to comply with all relevdegislation and best practice conventions in respeits exploration and mining
activities on the tenements it holds.

DIRECTORS’ BENEFITS
Since the date of the last Directors’ Report, noe€tor has received, or become entitled to recdisther than a remuneration
benefit included in Note 16 to the financial sta¢eis), a benefit because of a contract that:

@) the Director; or
(b) a firm of which the Director is a member; or:

(c) an entity in which the Director has a subs#riinancial interest; has made (during the yeadtegl 30 June 2009, or at any
other time) with the Company; or

(d) an entity that the Company controlled, or a bodyorate that was related to the Company, when ¢hé&act was made or
when the Director received, or became entitledteive, the benefit (if any).

REMUNERATION REPORT (AUDITED)
The remuneration report is set out under the fallgwnain headings:

Principles used to determine the nature and atfuremuneration
Details of remuneration

Service agreements

Share-based compensation

Additional information

moow>

The information provided in this remuneration regws been audited as required by section 308(BtBe&orporations Act 2001

31




DYNASTY METALS AUSTRALIALTD ANNUAL REPORT 2009

DIRECTORS’ REPORT (continued)

A Principles used to determine the nature and amourof remuneration

The objective of the Group’s executive reward freuoik is to ensure reward for performance is contipetand appropriate for the
results delivered. The framework aligns executexgard with achievement of strategic objectives thedcreation of value for
shareholders, and conforms with market practiceléivery of reward. The Board ensures that exeeutwards satisfy the
following key criteria for good reward governangagiises:

competitiveness and reasonableness

acceptability to shareholders

performance linkage/alignment of executive compgmisa

transparency and capital management

The Group has structured an executive remuner&gomework that is market competitive and complermgnto the reward strategy
of the organisation.

Alignment to shareholders’ interests:
has economic profit as a core component of plaigdes
focuses on sustained growth in shareholder weadihsisting of dividends and growth in share préog] delivering
constant return on assets as well as focusingneudve on key non-financial drivers of value
attracts and retains high calibre executives.

Alignment to program participants’ interests:
rewards capability and experience
reflects competitive reward for contribution to gth in shareholder wealth
provides a clear structure for earning rewards
provides recognition for contribution

The framework provides a mix of fixed and variapég, and a blend of short and long-term incentiesexecutives gain seniority
with the Group, the balance of this mix shifts teigher proportion of “at risk” rewards.

The Board has established a remuneration commitézh provides advice on remuneration and inceriscies and practises and
specific recommendations on remuneration packagg®eter terms of employment for executive direstother senior executives
and non-executive directors. The Corporate Govem&tatement provides further information on tHe of this committee.

Non-executive directors

Fees and payments to non-executive directors teflecdemands which are made on, and the respbtissof, the directors. Non-
executive directors’ fees and payments are reviamedially by the Board. The Board has also conedithre advice of independent
remuneration consultants to ensure non-executinecidirs’ fees and payments are appropriate anchénwith the market. The
Chairman’s fees are determined independently tofehe of non-executive directors based on comparatles in the external
market. The Chairman is not present at any disonsskelating to determination of his own remunerati

Directors’ fees

The current base remuneration was last reviewel eftect from 17 January 2008. The Chairman’s atittronon-executive
directors remuneration is inclusive of committeesfe

Non-executive directors’ fees are determined witliinaggregate directors’ fee pool limit, which &ripdically recommended for
approval by shareholders. The maximum currentipdgat $200,000 per annum and was approved bylsidees at the General
Meeting on 24 July 2007.

B Details of remuneration
Amounts of remuneration

Details of the remuneration of the directors, tiey knanagement personnel of the Group (as definddA®B 124 Related Party
Disclosures)ynd specified executives of the Group are seiratlie following tables:
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DIRECTORS’ REPORT (continued)

B Details of remuneration (continued)

Directors & Highest Paid Executives Remuneration

PRIMARY POST EMPLOYMENT EQUITY i TOTAL
Remuneration
) Salary, Fees & Other Non- . Retirement . Other Consisting of
Directors Superannuation| services | Monetary Superannuation Benefits Options benefits Options $
Richard Oh - Non Executive Director
2009 60,000 48,375 - - - - - - 108,375
2008 34,000 34,030 577 - - - - 68,607
Lewis Tay - Executive Director
2009 120,000 - - - - - - - 120,000
2008 50,000 - 1,905 - - 174,800 - 78% 226,705
Graham Anderson - Non Executive Director/Companyr&ary
2009 36,000 68,750 - - - - - - 104,750
2008 42,750 59,850 1,162 - - 39,515 - 29% 143,277
Malcolm Carson - Technical Director
2009 86,000 35,900 - - 19,250 - 14% 141,150
2008 24,000 14,048 322 - - - - - 38,370
Garry Hemming - Non Executive Director (Appointetl Qctober 2007 and resigned 15 August 2008)
2009 1,500 - - - - - - - 1,500
2008 24,000 21,240 383 - - - - - 45,623
Low Hock Peng — Non Executive Director (Appointe3iNovember 2008 and resigned 2 July 2009)
2009 - - - - - - - - -
2008 - - - - - - - - -
Total Remuneration Directors
2009 303,500] 153,025 - - - 19,250 - 475,775
2008 229,083 223,432 7,000 3,150 - 375,284 - - 837,949
Summary of non-executive Directors and key managémersonnel compensation in the following categgsre as follows:
2009 2008
Short-term employee benefits 303,500 229,083
Non-monetary benefits - 7,000
Other fees 153,025 223,432
Post employment benefits - 3,150
Share based payments 19,250 375,284
475,77 837,94¢
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DIRECTORS’ REPORT (continued)

C Key Management Personnel Equity Holdings

Ordinary Shares Held at Balance Granted as On exercise of  Net change Balance

30 June 2009 1 July 08 remuneration options other* 30 June 09

Richard Ol - - - - -

Lewis Tay 2,877,512 - - 210,897 3,088,409

Graham Anderson 1,000,000 - - - 1,000,000

Malcolm Carson - - - - -

Low Hock Peng - - - 500,000 500,000

Garry Hemming - - - - -
3,877,512 - - 710,897 4,588,409

Ordinary Shares Held at Balance Granted as On exercise of  Net change Balance

30 June 2008 1 July 07 remuneration options other* 30 June 08

Richard Oh 120,000 - - (120,000) -

Lewis Tay 2,877,51. - - - 2,877,51

Graham Anderson 500,000 - - 500,000 1,000,000

Malcolm Carson - - - - -

Garry Hemming - - - - -
3,497,51. - - 380,00( 3,877,51.

Options Held at Balance Granted as per Options Net change Balance

30 June 2009 1 July 08 shareholders exercised other 30 June 09

approval

Richard Oh - - - - -

Lewis Tay 2,211,820 - - - 2,211,820

Graham Anderson 500,000 - - - 500,000

Malcolm Carson - 500,000 - - 500,000

Garry Hemming - - - - -
2,711,820 500,000 - - 3,211,820

Options Held at Balance Granted as per Options Net change Balance

30 June 2008 1 July 07 shareholders exercised other 30 June 08

approval

Richard Oh - - - - -

Lewis Tay 100,000 2,211,820 - (100,000) 2,211,820

Graham Anderson 500,000 500,000 (500,000) - 500,000

Malcolm Carso - - - - -

Garry Hemming - - - - -

600,000 2,711,820 (500,000) (100,000) 2,711,820

* All equity transactions with key management pars other than those arising from the exerciseeofuneration options have been
entered into under terms and conditions no moreu&able than those the Company would have adoptihling at arm’s length.

D Other transactions and balances with non-executé/Directors and key management personnel

During the year, the Group paid Richard Oh & Co,348 for consulting services provided to Dynastytéle Australia Limited. Mr
Richard Oh is a Director of Richard Oh & Co.

The Group paid GDA Corporate $68,750 for compargyetarial, accounting and administration servicewided to Dynasty Metals
Australia Limited. Mr Graham Anderson is a DirectditGDA Corporate.

The Group paid Minerals Resources Consultants #h$85,900 for consulting services provided to DyfpdMetals Australia Limited.
Mr Malcolm Carson is a Director of Minerals Res@agonsultants Pty Ltd.
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DIRECTORS’ REPORT (continued)

E Service Agreements

The details of service agreements of the key managepersonnel of Dynasty Metals Australia Limigedi the Group are as
follow:

Mr Malcolm Carson — Technical Director
Appointment commencing™September 2008

A remuneration of $10,000 per month plus 500,00&t&d options exercisable at $0.20 each expiriggftember 2010.
A minimum of one month notice is required in therivof termination.

There are no other service agreements in place.
F Share-based compensation

Options granted to Directors’ and officers of theoBipany
During the year, Malcolm Carson received 500,006ted options exercisable at $0.20 each expiriggftember 2010.

G Additional Information

Options and rights over equity instruments grantad compensation

Details of options over ordinary shares in the Canypthat were granted as compensation to each keagement person during the
past two years and details of options that wergededuring the past two years are as follows:

Fair value Exercise
per option at price per Expiry date
Number of options grant date option Number of
Directors granted Grant date (6] (%) options vested
Lewis Tay 2,211,820 16/05/08 $0.079 $0.35 28/02/10 2,211,820
Graham Anderson 500,000 16/05/08 $0.079 $0.35 78102 500,000
Malcolm Carson 500,000 28/11/08 $0.038 $0.20 1@9/1 500,000

The fair value of the share options granted dutivgfinancial year ended 30 June 2009 using thekB&tholes option valuation
methodology was 3.85 cents each or a total of &f@r the 500,000 options issued to Mr Malcolm $oar The material

assumptions used in valuing the options were aeshiace of 10 cents, an exercise price of $0.2@lafree interest rate of 5.25%,
an expiry date of 1 September 2010 and a volafititgor of 150%. The derived figure per share apti@s discounted by 30% to
reflect that the options are unlisted and ‘outhef tnoney’.

The fair value of the options is recognised asxqerse over the period from grant to vesting dete. amount recognised as part of
share-based payments expense during the year 92581

No options have been granted since the end ofthedial year. The options were provided at no tmghe recipients.

A. The value of options granted in the year is the Value of the options calculated at grant datagisi Black Scholes option
valuation methodology. The total value of the opsigranted is included in the table above.

B. The value of options exercised during the yearalsudated as the market price of shares of the Gopmn the Australian
Securities Exchange as at close of trading on ¢te the options were exercised after deductingtlee paid to exercise the
option.

C. The value of the options that lapsed during the yepresents the benefit forgone and is calculatéde date the option lapsed
using a Black-Scholes Options Valuation model withadjustments for whether the performance criteaie or have not been
achieved.
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G Additional Information (continued)

Options outstanding

Unissued ordinary shares of Dynasty Metals Austraiimited under option at the date of this repoetas follow:

Date options grantec Expiry date Issue price of share Number under option
30 January 2007 31 December 2009 $0.30 200,000
30 January 2007 31 December 2009 $0.30 300,000
20 May 2008 28 February 2010 $0.35 20,917,029
15 September 201 30 November 20(C $0.2( 5,150,001
28 November 2008 1 September 2010 $0.20 500,000
27,067,029

INDEMNIFICATION

During the financial year, the Company paid a ptemin respect of a contract insuring the directafrthe Company (as named
above), the Company Secretary, and all executifieen$ of the Company and of any related body caf@oagainst a liability

incurred as such a director, secretary or execudffieer to the extent permitted by the Corporatidet 2001. The contract of
insurance prohibits disclosure of the nature oflidiglity and the amount of the premium. The Compaas not otherwise, during
or since the financial year, except to the extenirtted by law, indemnified or agreed to indemrafyofficer of the Company or of
any related body corporate against a liability ined as such an officer.

NON-AUDIT SERVICES

During the year PKF Chartered Accountants, the Gomis Auditor, has not performed any other serviceaddition to their
statutory duties. Auditors’ remuneration is diseld$n Note 24.

A copy of the Auditor’s Independence Declaratiorreguired under section 307C of tBerporations Act 2001s set out on page
40.

Signed in accordance with a resolution of the Doesc

Dated 30 September 2009

GRAHAM ANDERSON
Director
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DIRECTORS’ DECLARATION

1) In the directors’ opinion:
@) the financial statements and notes are inrdecce with the&Corporations Act 200including:

(i) Complying with Australian Accounting Standards, t@erporations Regulations 200and other mandatory
professional reporting requirements: and

(i) Giving a true and fair view of the company’s and tonsolidated entity’s financial position as atl8@e 2009
and of their performance for the financial yearexhdn that date; and

(b) there are reasonable grounds to believe tiea€bmpany will be able to pay its debts as and
when they become due and payable; and

(c) the financial report also complies with Intefaaal Financial Reporting Standards as disclosddate 2; and
(d) the audited remuneration disclosures set oytages 31 to 36 of the directors’ report complyhwAiccounting
Standards AASH 24 Related Party Disclosuresd theCorporations Regulations 2001.
The directors have been given the declarationbd&yghief executive officer and the chief finana#icer required by section 295A

of theCorporations Act 2001.

This declaration is made in accordance with a temoi of the directors.

GRAHAM ANDERSON
Director

Perth, Western Australia
Dated 30 September 2009
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INCOME STATEMENT
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

Consolidated Company
Note 2009 2008 2009 2008
$ $ $ $
Interest received 216,755 301,437 216,755 301,437
Other income 3 101,364 - 101,364
Sale of tenements - 475,000 - 475,000
Exploration expens: 4 (1,721,16) (2,444,17) (1,721,169 (2,444,177
Occupancy expenses (35,325) (29,724) (35,325) ,7229
Share based payments (127,803) (383,360) (12r,803383,360)
Administration expenses (700,042) (906,663) (897) (896,009)
Impairment inavailable for sale ass: (364,628 - (364,628 -
(Loss) from ordinary activities before related
income tax expense (2,630,842) (2,987,487) (2,628,157) (2,976,833)
Income taxbenefi 5 121,98 - 121,98 -
(Loss) after Income Tax (2,508,859 (2,987,48) (2,506,170 (2,976,833
Earnings/(loss) per share
Basic (cents per share) 18 (4.509) (6.388) (4.505) (6.388)
Diluted (cents per shai 18 (4.509 (6.38¢) (4.505) (6.388

The accompanying notes form part of these finarst&tbments
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Current Assets

Cash and cash equivale
Trade and other receivables
Total Current Assets

Non-Current Assets
Other financial assets
Plant and equipme

Total Non-Current Assets

Total Assets

Current Liabilities
Trade and other payables
Total Current Liabilities

Total Liabilities
Net Assets

Equity

Contributed equity
Accumulated losses
Available for sale assereservi
Share option reserve
Foreign currency translation
reserve

Total Equity

BALANCE SHEET
AS AT 30 JUNE 2009

Note Consolidated Company
2009 2008 2009 2008
$ $ $ $
6 2,958,66: 4,743,75 2,957,77. 4,742,68
7 205,697 199,952 6849, 209,984
3,164,360 4,943,709 3,177,458 4,952,671
8 998,530 2,537,518 998,694 2,537,682
9 6,95 36,83¢ 6,95 36,83¢
1,005,48: 2,574,35I 1,005,64 2,574,52
4,169,84. 7,518,06! 4,183,10! 7,527,191
10 279,297 912,214 239,46 911,818
279,297 912,214 279,463 911,818
279,297 912,214 279,463 911,818
3,890,546 6,605,851 3,903,642 6,615,373
11 10,111,253 9,311,253 10233, 9,311,253
12 (7,214,523) (4,705,668) 0, 184) (4,695,014)
13 284,63t 1,585,55! 284,63t 1,585,55I
14 708,937 413,584 708,937 3,584
15 243 1,132 - -
3,890,546 6,605,851 3,903,642 6,615,373

The accompanying notes form part of these finarsta@kements
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CASH FLOW STATEMENT FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

Note

Cash flows from operating activities
Interest receive

Payments to suppliers and employees

Net cash flows (used in) operating activities

Cash flows from investing activities
Proceeds from sale tenement

Proceeds from sale of property, p

and equipment

Payments for equity investments

Loan to subsidial

Payments for property, plant and equent
Net cash flows (used in) investing activities

Cash flows from financing activities
Payments of cost of share issues
Proceeds from isstof share

Net cash flows from/(used in) financing
activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of
the period

Cash and cash equivalents at end of the
period

6

Consolidated Company
2009 2008 2009 2008
$ $ $ $
252,97 220,44¢ 252,97 220,44
(2,964,302)6032105) (2,960,168) (2,594,443)
(2,711,328) (2,382,956) (2,707,194) (2,373,994)
- 75,00( - 75,00(
19,750 - 19,750 -
- (300,000) 0(B00)
- - (3,959 (10,032
(2,069 (16,219 (2,069 (16,219
17,68 (214,219 13,728 (251,251
- (132,222) 32,pR2)
908,55 3,429,53 908,55 3,429,53
908,553 3,297,315 908,553 3,297,315
(1,785,094) 673,140 (1,784,913) 672,070
4,743,757 4,070,617 4,742,687 4,070,617
2,958,663 4,743,757 2,957,774 4,742,687

RECONCILIATION OF OPERATING LOSS AFTER INCOME TAXT O NET CASH FLOWS USED IN
OPERATING ACTIVITIES

Operating (loss) after tax

Non-cash items

Depreciation and amortisati

Share based payment expe

Profit on disposal of assets

Interest reinvested in bank guarantee
Proceeds from sale of tenem:
Impairment in available for sale as¢
Other non-cash items

Proceeds from sale of tenement not classified
as operating activities

Tax benefit recognised in equ

Changes in operating assets and liabilities,
net of effects from purchase of controlled
entities

(Increase)/decrease in receivables
(Decrease)/increase in payables

Net cash flows (used in) operating activities

(2,508,855)  (2,987,487) (2,506,170) (2,976,833)
12,40( 12,53¢ 12,400 12,53¢
127,80« 383,36( 127,83 383,36(
(1,783) - (1,783) -
(1,738) 5Q),3 (1,738) (1,353)
- (40(,000; - (40,000
364,62 - 364,62 -
56,866 - 61,708 -
- (75,000) - (75,000)
(121,987 - (121,987 -
(5,745) (12,25 (9,700) (121,285)
(632,917) 796,238 (632,355) 804,579
(2,711,328)  (2,382,956) (2,707,194) (2,373,994)

The accompanying notes form part of these finarst&tbments
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 3 0 JUNE 2009

Issued Available Option Foreign Accumulated Total
Capital for Sale Reserve  Currency Losses Equity
Assets Reserve
Reserve
CONSOLIDATED
Balance at 30 June 2007 6,013,938 460,500 30,224 - (1,718,181) 4,786,481
Issue of share capital 3,429,537 - - - - 3,429,537
Share capital raising co (132,2:2) - - - - (132,222
Gain/Loss on available for se
investments - 1,125,050 - - - 1,125,050
Recognition of share based payments - - 383,360 - - 383,360
Recognition on foreign exchar - - - 1,132 - 1,132
Loss for the ye: - - - - (2,987,487 (2,987,487
Balance at 30 June 2008 9,311,25: 1,585,551 413,58 1,132 (4,705,668 6,605,85
Issue of share capi 800,00( - - - - 800,00(
Issue of options - - 167,550 - - 167,550
Gain/Loss on available for sale
investments - (1,178,927 - - - (1,178,927)
Tax effect of revaluatic (121,987 (121,987
Recognition of share based payments - - 127,803 - - 127,803
Recognition on foreign exchange - - - (889) - (889)
Loss for the yei - - - - (2,508,85Y) (2,508,85"
Balance at 30 June 2009 10,111,553 284,63t 708,93 243 (7,214,52) 3,89054¢€
Issued Available Option Foreign Accumulated Total
Capital for Sale Reserve  Currency Losses Equity
Assets Reserve
Reserve
COMPANY
Balance at 30 June 20C 6,013,938 460,500 30,224 - (1,718,181) 4,786,481
Issue of share capital 3,429,537 - - - - 3,429,537
Share capital raising co (132,222 - - - - (132,222
Gain/Loss on available for se
investments - 1,125,050 - - - 1,125,050
Recognition of share based payments - - 383,360 - - 383,360
Loss for the ye: - - - - (2,976,833 (2,976,833
Balance at 30 June 2008 9,311,25: 1,585,551  413,58: - (4,695,01) 6,615,37.
Issue of share capi 800,00( - - - - 800,00(
Issue of options - - 167,550 - - 167,550
Gain/Loss on available for sale
investments - (1,178,927) - - - (1,178,927)
Tax effect of revaluatic (121,987 (121,987
Recognition of share based paym: - - 127,80 - - 127,80
Loss for the year - - - - (2,506,170) (2,506,170)
Balance at 30 June 2009 10,111,253 284,636 708,937 - (7,201,184) 3,903,642

The accompanying notes form part of these finarst&tbments
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2009

1

CORPORATE INFORMATION

The financial report of Dynasty Metals Australiall(the Company) for the year ended 30 June 200%wémrised for issue
in accordance with a resolution of the Directors30rSeptember 2009.

The Company limited by shares incorporated in Aalistrwhose shares are publicly traded on the AlistreSecurities
Exchange.

The principal activity of the Company is exploratidor mineral resources. The company's explorapwojects are
represented by an extensive portfolio of uraniuneteents in Western Australia and Northern Territogether with iron
ore and base metals tenements in Warramboo andePRawns in Western Australia and gold leases emd®c Victoria.
Also included are coal seam gas interests in thenIRiver area in Western Australia together witi€aal Joint Venture

Agreement in the Queensland Maryborough Coal Basin.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Basis of Preparation

b)

Reference

AASB 8 and
AASB 2007-
3

AASB 123
(revised) and
AASB 2007-
6

AASB 101
(revised) and
AASB 2007-
8

The financial report is a general-purpose financeggort, which has been prepared in accordance Mitstralian
Accounting Standards (AASBs) (including the Ausaal interpretations) adopted by the Australian Actng
Standards Board (AASB) and the Corporations Actl120rhe financial report of the Group also compheith the
International Financial Reporting Standards anerpretations adopted by the International AccognBtendards Board.

Adoption of New and Revised Accounting Standards
Certain new accounting standards and interpretatimave been published that are not mandatory fodus@ 2009
reporting periods. The Group’s and the Companysessment of these is set out below:

Title

Operating
Segments and
consequential
amendments to
other Australian
Accounting
Standards
Borrowing Cost:
and consequential
amendments to
other Australian
Accounting
Standards

Presentation of
Financial
Statements and
consequential
amendments to
other Australian
Accounting
Standards

Details
date of
Standard

New standard replacing AASB 114 1 January
Segment Reportingvhich adopts a| 2009
management reporting approach to

segment reporting.

The amendments to AASB 1. 1 Januan
require that all borrowing costs 2009
associated with a qualifying asset

be capitalised.

Introduces a statement of 1 January
comprehensive income. 2009

Other revisions include impacts or)
the presentation of items in the
statement of changes in equity, new
presentation requirements for
restatements or reclassifications of
items in the financial statements,
changes in the presentation
requirements for dividends and
changes to the titles of the financial
statements.

Application

Impact on the Group Applica
-tion

date for

Group
AASB 8 is a disclosure 1 July

standard so will have no direct 2009
impact on the amounts

included in the Group's

financial statements, although

it may have an impact on the
Group’s segment disclosures.
These amendments to AAS 1 July
123 require that all borrowing ' 2009
costs associated with a

gualifying asset be capitalised.

The Group has no borrowing

costs associated with

gualifying assets and as such

the amendments are not

expected to have any impact

on the Group's financial repor.
These amendments are only = 1 July
expected to affect the 2009
presentation of the Group’s

financial report and will not

have a direct impact on the
measurement and recognition

of amounts disclosed in the
financial report. The Group has

not determined at this stage
whether to present a single
statement of comprehensive

income or two separate

statements.
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AASB
2008-1

AASB 3

(revised)

AASB 2008
-5

b) New Accounting Standards and Interpretations (ontinued)

Amendments to
Australian
Accounting
Standard — Share-
based Payments:
Vesting Conditions
and Cancellations

Business
Combinations

Amendments t
Australian
Accounting
Standards arising
from the Annual
Improvements
Process

The amendments clarify the
definition of 'vesting conditions',
introducing the term 'non-vesting
conditions' for conditions other than
vesting conditions as specifically
defined and prescribe the
accounting treatment of an award
that is effectively cancelled because

a non-vesting condition is not

satisfied.

The revised standard introduces a 1 July 2009
number of changes to the

accounting for business

combinations, the most significant

of which allows entities a choice for

each business combination entered

into — to measure a non-controlling

interest (formerly a minority

interest) in the acquiree either at its

fair value or at its proportionate

interest in the acquiree’s net assets.

This choice will effectively result in
recognising goodwill relating to

100% of the business (applying the

fair value option) or recognising

goodwill relating to the percentage

interest acquired. The changes

apply prospectively.

Makes amendments to 25 differ¢ | 1 Januan
Standards and is equivalent to the 2009
IASB Standardmprovements to

IFRSsissued in May 2008. The

IASB’s annual improvements

project provides a vehicle for

making non-urgent but necessary
amendments to Standards. The
amendments to some Standards

result in accounting changes for
presentation, recognition or

measurement purposes, while some
amendments that relate to

terminology and editorial changes

are expected to have no or minimal

effect on accounting.

1 January
2009

The Group does not have 1 July
share-based payment 2009
arrangements that may be
affected by these
amendments.

The Group has no current | 1 July
plans to enter into any 2009

business combinations during
the next financial year. The
Group has not yet assessed
the impact of early adoption,
including which accounting
policy to adopt.

These amendments are |
expected to have a material
impact on the Group’s
financial report.

1 July
2009
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AASB
2008-6

AASB 2008
-7

b) New Accounting Standards and Interpretations (ontinued)

Further . 1 January
Makes amendments to Australian
ﬁﬂgggﬁms to Accounting Standards AASB 1 2009
. First-time Adoption of Australian
Accounting

Equivalents to International
Financial Reporting Standardsnd
AASB 5 Non-current Assets Held

Standards arising
from the Annual

g:géz\gments for Salg and Discontinued
Operations These amendments arg
additional to those in AASB 2008-5
Amendments to Australian
Accounting Standards arising from
the Annual Improvements Project
Amendments to This Amending Standard: 1 January
Australian 2009
Accounting - amends AASB 127
Standards - Cost of Consolidated and Separate
an Investment in a Financial Statement® remove
Subsidiary, Jointly the definition of the "cost
Controlled Entity or method' and to require the
Associate separate financial statements of

a new parent formed as the
result of a specific type of
reorganisation to measure the
cost of its investment in the
previous parent at the carrying
amount of its share of the
equity items of the previous
parent at the date of the
reorganisation

removes from AASB 118
Revenuéhe requirement to
deduct dividends declared out
of pre-acquisition profits from
the cost of an investment in a
subsidiary, jointly controlled
entity or associate. Therefore,
all dividends from a subsidiary,
jointly controlled entity or
associate are recognised by the
investor as income
implements consequential
amendments to AASB 136
Impairment of Assets
introducing a new indicator of
impairment for investments in
subsidiaries, jointly controlled
entities and associates where a
dividend has been recognised
allow first-time adopters to use
a deemed cost of either fair
value or the carrying amount
under previous GAAP to
measure the initial cost of
investments in subsidiaries,
jointly controlled entities and
associates in the separate
financial statements.

These amendments are not
expected to have a material
impact on the Group’s
financial report.

These amendments are not
expected to have a material
impact on the Group’s
financial report.

1 July
2009

1 July
2009
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b) New Accounting Standards and Interpretations (ontinued)

Amendments = Cost of an The main amendments of relevancel January Recognising all dividends 1 July
to Investment in a to Australian entities are those 2009 received from subsidiaries, @ 2009
International = Subsidiary, made to IAS 27 deleting the ‘cost jointly controlled entities and
Financial Jointly Controlled = method’ and requiring all dividends associates as income will
Reporting Entity or from a subsidiary, jointly controlled likely give rise to greater
Standards Associate entity or associate to be recognised income being recognised by

in profit or loss in an entity's the Company after adoption

separate financial statements (i.e., of these amendments.

parent company accounts). The In addition, if the Group

distinction between pre- and post- enters into any group

acquisition profits is no longer reorganisation establishing

required. However, the payment of new parent entities, an

such dividends requires the entity to assessment will need to be

consider whether there is an made to determine if the

indicator of impairment. reorganisation meets the

AASB 127 has also been amended conditions imposed to be

to effectively allow the cost of an effectively accounted for on a

investment in a subsidiary, in ‘carry-over basis’ rather than

limited reorganisations, to be based at fair value.

on the previous carrying amount of

the subsidiary (that is, share of

equity) rather than its fair value.
Amendments | Improvements to = The improvements project is an 1 January The Group has not yet 1 July
to IFRSs annual project that provides a 2009 except | determined the extent of the 2009
International mechanism for making non-urgent, for amend- impact of the amendments, i
Financial but necessary, amendments to ments to IFRS' any.
Reporting IFRSs. The IASB has separated the5, which are
Standards amendments into two parts: Part 1 effective from

deals with changes the IASB
identified resulting in accounting
changes; Part Il deals with either
terminology or editorial
amendments that the IASB believes
will have minimal impact

1 July 20009.

The following significant accounting policies haween adopted in the preparation and presentatidredfhancial report:

c)

d)

Interest in Joint Venture Operations

The Company'’s interest in joint venture operatisnaccounted for by recognizing the Company’s asaedl liabilities
from the joint venture, as well as expenses inclbyethe Company’s share of income earned fronjaine venture, in
the financial statements.

Property, Plant and Equipment

Plant and equipment is stated at cost less accteduldepreciation and any impairment in value. Lbakke
improvements are depreciated over the shortertioérethe unexpired period of the lease or the es@thuseful lives of
the improvements.

Plant and equipment is depreciated on the strdiightnethod at the rate of 22.5% - 40%.
Motor vehicles is depreciated on the straight-timethod at the rate of 22.5%.

Impairment
The carrying values of plant and equipment are ggkfor impairment when events or changes in cirtcantes indicate
the carrying value may not be recoverable.

For an asset that does not generate largely indepécash inflows, the recoverable amount is deteminfor the cash-
generating unit to which the asset belongs.
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d)

e)

f)

Property, Plant and Equipment (continued)

If any such indication exists and where the cagyialues exceed the estimated recoverable amdwngssets or cash-
generating units are written down to their recoEraamount. The recoverable amount of plant andpent is the
greater of fair value less costs to sell and vatuase. In assessing value in use, the estimatedleficash flows are
discounted to their present value using a pre-tscodnt rate that reflects current market assessnoéthe time value of
money and the risks specific to the asset.

An item of property, plant and equipment is recegdiupon disposal or when no future economic bisnafe expected
to arise from the continued use of the asset.

Any gain or loss arising on derecognition of theetigcalculated as the difference between theispbsal proceeds and
the carrying amount of the item) is included in ilh@ome statement in the period the item is recsmghi

Exploration and Evaluation Expenditure
The Company has adopted the policy of expensingx@lloration and evaluation expenditure in relatmits mineral
tenements as incurred.

Recoverable Amount of Assets

At each reporting date, the Company assesses whétre is any indication that an asset may be iragaWhere an
indicator of impairment exists, the Company makédsrmal estimate of recoverable amount. Where #®etadoes not
generate cash flows that are independent from @tbsets, the Company estimates the recoverablerambthe cash-
generating unit to which the asset belongs. Whereasonable and consistent basis of allocationbeamdentified,

corporate assets are also allocated to individaah-generating units, or otherwise they are akmtad the smallest
group of cash-generating units for which a reaskenabd consistent allocation basis can be idedtifie

Recoverable amount is the greater of fair valus tests to sell and value in use. It is determioedn individual asset,
unless the asset’s value in use cannot be estimatee close to its fair value less costs to sedl & does not generate
cash inflows that are largely independent of thioee other assets or group of assets, in which,dhserecoverable
amount is determined for the cash-generating anitttich the asset belongs.

In assessing value in use, the estimated future ftaws are discounted to their present value usimgge tax discount
rate that reflects current market assessmentsedtirtie value of money and the risks specific toakset for which the
estimates of future cash flows have not been agljust

If the recoverable amount of an asset (or cashrgéng unit) is estimated to be less than its dagyamount, the
carrying amount of the assets (cash-generating imiteduced to its recoverable amount. An impanimiess is

recognised in profit or loss immediately, unless thlevant asset is carried at fair value, in whiake the impairment
loss is treated as a revaluation decrease (referafd)).

Where an impairment loss subsequently reverses;aiiging amount of the asset (cash-generating imihcreased to
the revised estimate of its recoverable amountphlyt to the extent that the increased carrying amhdoes not exceed
the carrying amount that would have been determimsdl no impairment loss been recognised for thetggsash-
generating unit) in prior years. A reversal of apairment loss is recognised in profit or loss irdrately, unless the
relevant asset is carried at fair value, in whiakecthe reversal of the impairment loss is treasea revaluation increase
(refer note 2(d)).
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g

h)

Financial Assets
All investments are initially recognised at cosjry the fair value of the consideration given amduding acquisition
charges associated with the investment.

After initial recognition, investments, which arassified as available for sale, are measuredratdéue.

Gains or losses on available-for-sale investmergserognised as a separate component of equitythainvestment is
sold, collected or otherwise disposed of, or utitg@ investment is determined to be impaired, atciwvhpoint the
cumulative gain or loss previously reported in &gis included in the income statement.

For investments that are actively traded in orgahiinancial markets, fair value is determined bference to Stock
Exchange quoted market bid prices at the closeisihiess on the balance sheet date.

For investments where there is no quoted markeepfair value is determined by reference to theeru market value
of another instrument which is subsequently theesaris calculated based on the expected cash fibwee underlying
net asset base of the investment.

Purchases and sales of financial assets that eedelivery of assets within the time frame gengralitablished by
regulation or convention in the market place aogeised on the trade date i.e. the date that teepGcommits to
purchase the asset.

Trade receivables, loans, and other receivablashthae fixed or determinable payments that aregonoted in an active
market are classified as “loans and receivablesanis and receivables are measured at amortisedsiogtthe effective
interest method less impairment. Interest is reisgghby applying the effective interest rate.

Impairment of financial assets

Financial assets, other than those at fair valosutfh profit or loss, are assessed for indicatérisnpairment at each
balance sheet date. Financial assets are impahectevthere is objective evidence that as a re§ab® or more events
that occurred after the initial recognition of tfieancial asset the estimated future cash flowshefinvestment have
been impacted. For financial assets carried at #sadrcost, the amount of the impairment is théedéhce between the
asset’s carrying amount and the present valuetohated future cash flows, discounted at the oabaffective interest
rate.

The carrying amount of the financial asset is reduby the impairment loss directly for all finarcéssets with the
exception of trade receivables where the carrymgunt is reduced through the use of an allowancewat. When a
trade receivable is uncollectible, it is writtenf @fgainst the allowance account. Subsequent relesvexf amounts
previously written off are credited against theowtince account. Changes in the carrying amounhefatlowance
account are recognised in profit or loss.

With the exception of available-for-sale equitytingnents, if, in a subsequent period, the amouth®fimpairment loss
decreases and the decrease can be related oljec¢tiven event occurring after the impairment wasognised, the
previously recognised impairment loss is reverdedugh profit or loss to the extent the carryingoamnt of the
investment at the date the impairment is reverssab dhot exceed what the amortised cost would haea bhad the
impairment not been recognised.

In respect of available-for-sale equity instrumerssy subsequent increase in fair value after goairment loss is
recognised directly in equity.

Financial Instruments Issued by the Company
Financial liabilities are classified as either fic@l liabilities “at fair value through profit doss” or other financial
liabilities.

Financial liabilities at fair value through profit loss are stated at fair value, with any restilg@m or loss recognised in
profit or loss. The net gain or loss recognisegritfit or loss incorporates any interest paid anfthancial liability.

Other financial liabilities, including borrowingsyre initially measured at fair value, net of trastgm costs. Other
financial liabilities are subsequently measuredmbrtised cost using the effective interest metkoth interest expense
recognised on an effective yield basis. The effecinterest method is a method of calculating ttmeréised cost of a
financial liability and of allocating interest expse over the relevant period. The effective interate is the rate that
exactly discounts estimated future cash paymentsugih the expected life of the financial liabilitpr, where

appropriate, a shorter period.
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Cash and Cash Equivalents
Cash and short-term deposits in the balance slweaprése cash at bank and in hand and short-terrasitspwith an
original maturity of three months or less.

For the purposes of the Cash Flow Statements, araditash equivalents consist of cash and cashadenis as defined
above, net of outstanding bank overdrafts.

Provisions

Provisions are recognised when the Company hassempir obligation (legal or constructive) as a tasud past event, it
is probable that an outflow of resources embodygngnomic benefits will be required to settle thdigattion and a
reliable estimate can be made of the amount oblttigation.

Where the Company expects come or all of a pravitiobe reimbursed, for example under an insuraonogract, the
reimbursement is recognised as a separate assenlyutvhen the reimbursement is virtually certalihe expenses
relating to any provision is presented in the inestatement net of any reimbursement.

Operating Leases
Lease payments for operating leases, where suladiaatl the risks and benefits remain with theder, are charged as
expenses in the periods in which they are incurred.

Lease incentives under operating leases are resedjrds a liability. Lease payments received redioeeliability.

Revenue
Revenue is recognised to the extent that is prebilalt the economic benefits will flow to the Compand the revenue
can be reliably measured. The following specifidtecia must also be met before revenue is recodnise

Interest Income
Interest income is recognised as it accrues.

Income Tax

Current tax is calculated by reference to the arhofinrncome taxes payable or recoverable in respéthe taxable
profit or tax loss for the period. It is calculatading tax rates and tax laws that have been ehastesubstantively
enacted by reporting date. Current tax for cureent prior periods is recognised as a liabilitygeset) to the extent that
it is unpaid (or refundable).

Deferred income tax is provided on all temporaffedénces at the balance sheet date between thxates of assets and
liabilities and their carrying amounts for finanaieporting purposes.

Deferred income tax liabilities are recogniseddlbtaxable temporary differences:

Except where the deferred income tax liability @si$rom the initial recognition of an asset oriliaghbin a
transaction that is not a business combinations ahdhe time of the transaction, affects neithes t
accounting profit nor taxable profit or loss; and

In respect of taxable temporary differences assetiavith investments in subsidiaries, associated an
interests in joint ventures, except where the tgnof the reversal of the temporary differences ban
controlled and it is probable that the temporaffedences will not reverse in the foreseeable ritur

Deferred income tax assets are recognised forealuctible temporary differences, carry-forward afised tax assets
and unused tax losses, to the extent that it ibghie that taxable profit will be available againstich the deductible
temporary differences, and the carry-forward ofutthased tax assets and unused tax losses candogissm:

Except where the deferred income tax asset relatirthe deductible temporary difference arises ftinm
initial recognition of an asset or liability in eahsaction that is not a business combination ainithe time of
the transaction, affects neither the accountin@tamor taxable profit or loss; and

In respect of deductible temporary differences essed with investments in subsidiaries, associates
interests in joint ventures, deferred tax assetsomty recognised to the extent that it is probabl the
temporary differences will reverse in the foreséeéilture and taxable profit will be available agaiwhich
the temporary differences can be utilized; and

A deferred tax liability is not recognised in rétat to taxable temporary differences arising frdra initial
recognition of goodwill.

The carrying amount of deferred income tax assatsviewed at each balance sheet date and redutieel éxtent that it

is no longer probable that sufficient taxable prafil be available to allow all or part of the @efed income tax asset to
be utilized.
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Deferred income tax assets and liabilities are omeakat the tax rates that are expected to appllgetayear when the
asset is realized or the liability is settled, lobse tax rates (and tax laws) that have been emhactsubstantively enacted
at the balance sheet date. The measurement ofettfux liabilities and assets reflects the taxseguences that would
follow from the manner in which the Company expgatshe reporting date, to recover or settle tmeying amount of

its assets and liabilities.

Current and deferred tax is recognised as an egpanisacome in the income statement, except whislates to items
credited or debited directly to equity, in whictseahe deferred tax is also recognised directbquty, or where it arises
from the initial accounting for a business combimtin which case it is taken into account in de¢ermination of
goodwill or excess.

Employee Benefits

Provision is made for the Company’s liability fomployee benefits arising from services rendereceimployees to
balance date. Employee benefits that are expeoctdik tsettled within one year have been measurgédeaamounts
expected to be paid hen the liability is settlddspelated on-costs. Employee benefits payabés that on year have
been measured at present value of the estimateckfcash outflows to be made for those benefits.

Share-based Payments

Equity-settled share-based payments with emplogedsothers providing similar services are measateHte fair value
of the equity instrument at the grant date. Faiuerds measured by use of a Black Scholes Moded.éMpected life used
in the model has been adjusted, based on managsrbest estimate, for the effects of non-transfiitgbexercise
restrictions, and behavioral considerations.

The fair value determined at the grant date ofetdty-settled share-based payments is expensadstraight-line basis
over the vesting period, based on the Companyisiatt of shares that will eventually vest.

The above policy is applied to all equity-settldtaire-based payments that were granted after 7 Nuee@002 that
vested after 1 January 2005. No amount has beegnised in the financial statements in respechefdther equity-
settled share-based payments.

Equity-settled share-based payment transactionls ettier parties are measured at the fair valuehefgoods and
services received, except where the fair value aabe estimated reliably, in which case they arasueed at the fair
value of the equity instruments granted, measutdkeadate the entity obtains the goods or the teoparty renders the
service.

For cash-settled share-based payments, a liabijtyal to the portion of the goods or services xetkis recognised at
the current fair value determined at each repoudixig.

Goods and Services Tax

Revenue, expenses and assets are recognisedthetashount of goods and services tax (GST), except:

i. where the amount of GST incurred is not recoverfibla the taxation authority, it is recognised astpf the
cost of acquisition of an asset or as part of @m ibf expense; or

ii. for receivables and payables which are recognizgdsive of GST.

The net amount of GST recoverable from, or payablehe taxation authority is included as part e€aivables or

payables.

Cash flows are included in the cash flow statenzent gross basis. The GST component of cash floisg@ from

investing and financing activities which is recagle from, or payable to, the taxation authoritglassified as operating

cash flows.

Significant accounting judgments, estimates and agsptions

Significant accounting judgments

In the process of applying the Group’s accountialicges, management has made the following judgésnexpart from
those involving estimations, which have the moghtiicant effect on the amounts recognised in tharfcial statements:

Significant accounting estimates and assumptions

The carrying amounts of certain assets and ligsliare often determined based on estimates anthpiens of future
events. The key estimates and assumptions thatdaignificant risk of causing a material adjustimenthe carrying
amounts of certain assets and liabilities withia tlext annual reporting period are:

Recovery of deferred assets

Deferred tax assets are recognised for deductfpadrary differences when management considersttisaprobable
that future taxable profits will be available tdliae those temporary differences.
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Share-based payment transactions

The Group measures the cost of equity-settled aimns with employees by reference to the faiueadf the equity
instruments at the date at which they are grarfied.fair value is determined by an external valuging a black and
scholes model, using the assumptions detailed bélber Group measures the cost of cash-settled-dlaael payments
at fair value at the grant date using a black ambles formula taking into account the terms anad@é@ns upon which
the instruments were granted.

Basis of consolidation

The consolidated financial statements comprise financial statements of Dynasty Metals Australiamited
(“Company”) and its subsidiaries (“Group”). Thedimcial statements of subsidiaries are preparethéosame reporting
period as the parent company, using consistentuatiog policies. Adjustments are made to bring itite any
dissimilar accounting policies that may exist. &Altercompany balances and transactions, includimgalized profits
arising from intra-group transactions, have beémiphted in full. Unrealised losses are eliminatedess costs cannot
be recovered. Subsidiaries are consolidated fradtte on which control is transferred to the Grand cease to be
consolidated from the date on which control is $farred out of the Group. Where there is loss otrob of a subsidiary,
the consolidated financial statements include #gwilts for the part of the reporting period dunmigich the Company
has control.

Comparatives figures
Comparative figures have been restated when negessa

Foreign currency translations

Transactions in foreign currencies are transladetie functional currencies of group entities &tfibreign exchange rate
at the date of the transaction. Monetary assetdiabifities denominated in foreign currencies lse balance sheet date
are translated to functional currency at the fareigchange rate at that date. Foreign exchangereiiftes arising on
translation are recognised in the income statenidoh-monetary assets and liabilities that are meakin terms of
historical cost in a foreign currency are tranglatsing the exchange rate at the date of the ttiosa Non-monetary
assets and liabilities denominated in foreign qwies that are stated at fair value are transkatédnctional currency at
foreign exchange rates ruling at the dates thevédire was determined.
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Consolidated Company
2009 2008 2009 2008
$ $ $ $
NOTE 3. OTHER INCOME
Deposit pursuant to Henan Rebecca Holdings offer 0,01 - 100,000 -
Foreign currency gail 1,3€4 - 1,36/ -
101,36 - 101,36 -
NOTE 4. EXPLORATION AND EVALUATION EXPENDITURE
Exploration/evaluation expenditure written off 117263 2,444 177 1,721,163 2,444,177
1,721,163 2,444,177 1,721,163 2,444,177

NOTE 5. INCOME TAX

The prima facie tax on operating (loss) is recatttio the income tax provided in the financialestagnts as follow

Prima facie tax on operating (loss) at ¢ (789,253 (896,246 (788,447 (893,050
Permanent difference
Capital raising costs (26,790) (26,784) (26,790) (26,784)
Non deductible 39,632 1,931 39,632 1,931
Share based paymi 38,34( 115,00¢ 38,34( 115,00¢
Income tax benefit not brought to accc 860,05¢ 806,09: 859,25: 802,89
Income tax expen/benefi 121,98 - 121,98 -
Deferred Tax Assets
Capital raising costs - 73,867 - 73,867
Blackhole deductic 22,15¢ - 22,15¢ -
Provision: - 5,11¢ - 5,11¢
Impairment in investments 109,388 109,388 -
Non deductible accruals 3,916 - 3,916 -
Unused tallosse 2,091,07 1,434,85! 2,090,27. 1,431,66:
2,226,53 1,513,84. 2,225,73 1,510,64!
Deferred Tax Liabilitie
Unrealisecgain on investmen - 475,66! - 475,66!
Accrued Interest 12,503 23,891 12,503 23,891
Net recognised deferred tax balances 2,214,036 41843 2,213,231 1,011,089

The benefit of tax losses will only be obtained quamt to the Company meeting the requirements eflihbome Tax
Assessment Act.

NOTE 6. CASH AND CASH EQUIVALENTS

Reconciliation of cash and cash equivalents

For the purpose of the cash flow statement, cadtcash equivalents includes cash on hand and kskerd investments
in money market instruments, net of outstandinklawerdrafts. Cash and cash equivalents at thektie financial year
as shown in the cash flow statement is reconcidete related items in the balance sheet as follows

Cash at bank 1,448,663 1,454,931 1,447,773 1,453,861

Term depos 1,510,001 3,288,82 1,510,001 3,288,82
2,958,66: 4,743,75 2,957,73 4,742,68

NOTE 7. TRADE AND OTHER RECEIVABLES

Other Receivables 100,800 45,480 114,787 55,512

Prepayments 5,659 6,604 5,659 6,604

Accrued Interest 41,677 79,635 41,677 79,635
GST receivabl 57,56 68,23: 57,56 68,23:
205,69° 199957 219,68« 209,98
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NOTE 7. TRADE AND OTHER RECEIVABLES (continued)

Receivables

These amounts generally arise from transactionmglursual operating activities of the consolidagedity and are non-
interest bearing. These amounts do not contairirapgired receivables, and are not considered oeerd

Consolidated Company
2009 2008 2009 2008
$ $ $ $

NOTE 8. OTHER FINANCIAL ASSETS
Term deposits for bank guarantee 24,207 22,468 2074, 22,468
Available for sale financial assets 971,495 2,536,0 971,495 2,515,050
Investment in subsidiaries (refer Note 25) - - 164 164
Other 2,828 - 2,828 -

998,530 2,537,518 998,694 2,637,682

The fair value of the available for sale finan@abets have been assessed at closing bid prieporiing date.

The investment in listed companies at fair vallateeto an agreement with Atlas Iron Ltd, whereljad Iron Ltd has
acquired the iron ore rights on the North Shawguobfenement E45/2728. Dynasty received 500,008sAtbn Ltd shares
and retained a 2% of gross sales revenue royajiiyagty holds 0.17% (2008: 0.17%) of the ordinargrsltapital of Atlas
Iron Ltd. The Directors of Dynasty do not believat the Company is able to exert significant infice over Atlas Iron
Ltd. As at 29 September, Dynasty holds 501,800eshiar Atlas Iron Ltd with a market value of $84®51

The investments in listed companies at fair valse eelates to 227,978 shares received by Poséidtke! Limited as part
of a consideration received for the sale of thedrton Nickel tenements. Dynasty holds 0.14% (200714%) of the
ordinary shares capital of Poseidon Nickel Ltd. Theectors of Dynasty do not believe that the Compi able to exert
significant influence over Poseidon Nickel Ltd. Tiarket value at 29 September 2009 for PoseidokeNldd is $69,533.

Dynasty invested $300,000 in Fairstar Resourcesitédnfor 2,000,000 ordinary shares with 1,000,00€e foptions
attached. Dynasty holds 0.54% (2007: 0.54%) ofotttinary shares capital of Fairstar Resources kithiThe Directors of
Dynasty do not believe that the Company is abletert significant influence over Fairstar Resourtésited. The
1,000,000 options expired on 31 August 2009 ancewet taken up. The market value at 29 Septemb@9 & Fairstar
Resources Limited is $74,000.

NOTE 9. PLANT AND EQUIPMENT

Computer Motor Vehicle Office Total
Equipment at at cost Equipment at
cost cost
CONSOLIDATED $ $ $ $
Gross carrying amount
Balance at 30 June 2007 5,933 29,800 2,700 38,433
Additions 16,21¢ - - 16,21¢
Write off (128) - - (128)
Balance at 30 June 2008 22,023 29,800 2,700 54,523
Additions - - 2,069 2,069
Write off - - (2,700) (2,700)
Sale (5,607) (29,800) - (35,407)
Balance at 30 June 2009 16,416 - 2,069 18,485
Accumulated depreciation/recognized and impairment
Balance at 30 June 2007 (1,417) (3,353) (506) (BR7
Depreciation expense (5,225) (6,704) (608) (12,537)
Write off 12¢ - - 12¢€
Balance at 30 June 2008 (6,514) (10,057) (1,114) 7,6B5)
Depreciation expen (8,5€2) (3,352 (466) (12,400
Write off 4,03( 13,409 1,11/ 18,55:
Balance at 30 June 2009 (11,066) - (466) (11,532)
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NOTE 9. PLANT AND EQUIPMENT (CONTINUED)

Computer Motor Vehicle Office Total
Equipment at at cost Equipment at
cost cost
CONSOLIDATED $ $ $ $
Net book value
As at 30 June 20( 15,50¢ 19,74: 1,58¢ 36,83¢
As at 30 June 2009 5,350 - 1,603 6,953
COMPANY
Gross carrying amount
Balance at 30 June 2007 5,933 29,800 2,700 38,433
Additions 16,21¢ - - 16,21¢
Write off (128) - - (128)
Balance at 30 June 2008 22,023 29,800 2,700 54,523
Additions - - 2,069 2,069
Write off - - (2,700) (2,700)
Sale (5,607) (29,800 - (35,407
Balance at 30 June 2009 16,416 - 2,069 18,485
Accumulated depreciation/recognized in and
impairment
Balance at 30 June 2007 (1,417) (3,353) (506) (BR7
Depreciation expen (5,225 (6,704 (608) (12,537
Write off 12¢ - - 12¢
Balance at 30 June 2008 (6,514) (10,057) (1,114) 7,6B5)
Depreciation expen (8,582 (3,352 (466) (12,400
Write off 4,030 13,409 1,114 18,553
Balance at 30 June 2009 (11,066) - (466) (11,532)
Net book value
As at 30 June 20( 15,50¢ 19,74: 1,58¢ 36,83¢
As at 30 June 2009 5,350 - 1,603 6,953
Consolidated Company
200¢ 20C8 200¢ 200¢
$ $ $ $
NOTE 10. TRADE AND OTHER PAYABLES
Trade payables 250,645 144,601 250,645 144,601
Accruals 11,99¢ 766,55¢ 12,00( 766,00(
Other payable 16,65¢ 1,05« 16,81¢ 1,217
279,29 912,21- 279,46: 911,81¢
The average credit period on purchase of good#fsna80 days.
NOTE 11. CONTRIBUTED EQUITY
Issued Capital
63,631,312 fully paid ordinary shares (2008: 55,832) 10,552,406 9,752,406 10,552,406 9,752,406
Prospectus Costs (24,831) (24,831) (24,831) (24,831)
Capital Raising Cos (416,322 (416,322 (416,322 (416,322
10,111,25 9,311,25: 10,111,25.  9,311,25:
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NOTE 11. CONTRIBUTED EQUITY (CONTINUED)

Consolidated Company
No $ No
Balance at beginning of financial y: 55,631,31 9,311,25: 55,631,31 9,311,25:
Share issu 8,000,001 800,00( 8,000,001 800,00(
Balance at 30 June 2009 63,631,31 1(0,111,25: 63,631,31 10,111,25:¢
Consolidated Company
Movements in listed share options No No

Balance at beginning of financial y: - -
Balance at 30 June 2008 - -

Unlisted Share Options
At 30 June 2009, the Company had on issue 27,08 U0lsted options. The options carry no rightslitodend and no
voting rights. The details of the unlisted opti@me:

500,000 options exercisable at $0.30 expighdecember 2009
20,917,029 options exercisable at $0.35 expirg&bruary 2010
5,150,000 options exercisable at $0.20 expiB@dNovember 2009
500,000 options exercisable at $0.20 expiring 1 Septemba€

Movements in unlisted share option

Balance at beginning of financial year 21,417,029 21,417,029
Issued tcconsultints during he year (exercise price
$0.20 expiring 30 November 2009) 5,150,000 5,150,000
Issued to Malcolm Carson during the year (exercise
price of $0.20 expiring 1 September 2010) 500,000 500,000
Balance at 30 June 2009 27,067,029 27,067,029
Consolidated Company
2009 2008 2009 2008
$ $ $ $
NOTE 12. ACCUMULATED LOSSES
Accumulated losses at beginning of year (4,705,668),718,181) (4,695,014)  (1,718,181)
Net los: (2,508,859 (2,987,487 (2506,170  (2,976,{33)
Accumulated losses at end of year (7,214,523  (4,/86B) (7,201,184 (4,695,014)
NOTE 13. AVAILABLE FOR SALE ASSETS
RESERVE
Balance at beginning of year 1,585,550 460,500 85550 460,500
Revaluation incremer/(decrement: (1,178,9:7) 1,125,05! (1,178,927 1,125,05I
Tax effect of revaluatic (121,987 - (121,987 -
Balance at end of year 284,636 1,585,550 284,636 1,585,550

The recognised gain reserve arises on the revaluatiavailable-for-sale financial assets. Wherewalued financial asset
is sold that portion of the reserve which relatethat financial asset, and is effectively recogdis the income statement.
Where a revalued financial asset is impaired tobatign of the reserve which relates to that finaheisset is recognised in
the income statement.
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Consolidated Company
2009 2008 2009 2008
$ $ $ $
NOTE 14. SHARE OPTION RESERVE
Balance at beginning of year 413,584 30,224 413458 30,224
Recognition of share based payment expense 295,353383,360 295,353 383,360
Balance at end of year 708,937 413,584 708,937 413,584

The share option reserve is used to recogniseatnesdlue of options issued to the consulting ggisiband to related
parties.

NOTE 15. FOREIGN CURRENCY TRANSLATION RESERVE

Balance at beginning of year 1,132 - - -
Recognition oforeign currency translatic (889) 1,132 - -
Balance at end of year 243 1,132 - -

NOTE 16. COMMITMENTS FOR EXPENDITURE

(a) Exploration Commitments

In order to maintain an interest in the mining axgloration tenements in which the company is imed| the company is
committed to meet the conditions under which theeteents were granted and the obligations of anyt jeénture
agreements. The timing and amount of exploratigreegiture commitments and obligations of the corgmae subject to
the minimum expenditure commitments required astiperMining Act, as amended, and may vary signifiafrom the
forecast based upon the results of the work peddrmvhich will determine the prospectivity of thdereant area of
interest. These obligations are not provided fahafinancial report and are payable.

Outstanding exploration commitments are as follgme estimate has been given of expenditure commitsnigeyond 12
months as this is dependent on the directors' oggassessment of operations and, in certain cinamnoss, Native Title
negotiations):

within one year: 1,884,700 1,567,860 1,884,700 1,567,860

(b) Operating Lease Commitments
The Company has no operating lease commitnr

NOTE 17. SHARE-BASED PAYMENTS
(&) Recognised share-based payment expense
The expense recognised for employee and consskavices during the year is shown in the tableweelo

Consolidated Company
2009 2008 2009 2008
$ $ $ $
Expense arising from equity-settled share-based
payment transactions 127,803 383,360 127,803 383,360
127,803 383,360 127,803 383,360

(b) Types of share-based payment plans

During the year, Mr Malcolm Carson received 500,0@listed options exercisable at $0.20 each expifirSeptember
2010. In addition, 5,150,000 unlisted options eisafole at $0.20 each expiring 30 November 2009 wssaed to
consultants during the year.
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NOTE 17. SHARE-BASED PAYMENTS (continued)
(c) Summary of options granted

The following table illustrates the number and vinbdgl average exercise price (WAEP) of, and movesnamtshare
options issued during the year:

2009 2009 2008 2008
No WAEP No WAEP
Outstanding at the beginning of the year 3,211,820 0.34 500,000 0.20
Granted during the year 5,650,000 0.20 5,211,820 0.34
Exercised during the year - - (250,000) (0.20)
Lapsed during the year - - (2,250,000) (0.30)
Outstanding at the end of the year 8,861,820 0.25 3,211,820 0.34

(d) Weighted average of remaining contractual lié
The weighted average remaining contractual lifetfiershare options outstanding as at 30 June 2009 iyears (2008: 2.7
years).

(e) Range of exercise price
The range of exercise prices for options outstamdirthe end of the years was $0.20-$0.35 (20025$80.40).

(f) Weighted average fair value
The weighted average fair value of options gradigihg the year was $0.20 (2008: $0.34).

(g) Option pricing model
Equity-settled transactions
The fair value of the equity-settled share optigranted is estimated as at the date of grant @sBigck Scholes model

taking into account the terms and conditions upaitkvthe options were granted.

Using the Black Scholes option valuation, the failue of the options issued during the year wasutaied. The model
takes into account share price volatilities andrislethat the Company is not listed. The followinguts were used:

Strike price $0.20
Stock price $0.10
Valuation date 28/11/08
Expiry date 1/09/10
Volatility 150%
Risk free rate 5.25%
Discount 30%
Value per option $0.0385
Number of options 500,000
Value of options $19,250
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NOTE 18. EARNINGS PER SHARE

Consolidated Company
2009 2008 2009 2008

Basic loss per share (cents per share) 4.509 6.388 4.505 6.388
Amount used in the calculation of

basic EPS (2,508,855) (2,987,487) (2,506,170) (2,987,487)
Weighted average number

ordinary shares outstanding during

the year used in the calculation of

basic earnings per share 55,631,312 46,767,973 55,631,312 46,767,973

The options of the Company are not consideredigduor the purpose of the calculation of dilutedréngs per share as
their conversion to ordinary shares would not deseethe net profit per share nor increase the osst per share.
Consequently, diluted earnings per share is theesenbasic earnings per share.

NOTE 19. FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety ofafincial risks: market risk (including currency rishterest rate risk and
price risk), credit risk and liquidity risk. The @rp’s overall risk management program focuses erutipredictability of
financial markets and seeks to minimize potentiease effects on the financial performance ofGheup.

Risk management is carried out under the poliggs@ed by the Board of Directors. The Board idegiand evaluates
the risk and takes appropriate measures to minithzeisk.

The Group and the parent entity hold the followfimgncial instrumen

Consolidated Company
2009 2008 2009 2008

$ $ $ $
Financial assets
Cash and cash equivalents 2,958,663 4,743,757 7205 4,742,688
Trade and other receivables 205,697 193,348 249,68 203,381
Available-for-sale financial asse 971,49! 2,515,05! 971,49! 2,515,051
Other financial assets 27,035 22,468 27,199 22,468

4,162,890 7,474,623 4,176,152 7,483,587
Financial liabilities
Trade and other payable 279,297 162,214 279,463 1,818

279,297 162,214 279,463 161,819

(a) Market risk

(i) Foreign exchange risk

The Group operates internationally in Botswana snéxposed to foreign exchange risk arising fromous currency
exposures, primarily with respect to the Australimfiar and Pula (Botswana currency).

Foreign exchange risk arises from future commertihsactions and recognised assets and liabilit@sinated in a
currency that is not the entity’'s functional cumgnand net investments in foreign operations. Thectional and
presentation currency of Dynasty Metals Australiaited is Australian Dollar.

Transactions in Botswana are minimal and the exjgosuforeign exchange risk is limited.
Group and parent sensitivity
Based on the financial instruments held at 30 R0@9, had the Australian dollar weakened/strengttidsy 10% against

the Pula with all other variables held constangérehwould be no material impact on the Group’s patkent’s income
statement.
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NOTE 19. FINANCIAL RISK MANAGEMENT (CONTINUED)

(i) Equity price risk

The Group and the parent entity are exposed tdyegecurities price risk. This arises from investiseheld by the Group
and classified on the balance sheet as availableale. Neither the Group nor the parent entitgxposed to commodity
price risk.

To manage its price risk arising from investmentgdquity securities, the Group diversifies its faiv. Diversification of
the portfolio is done in accordance with the linsé&t by the Group.

All of the Group’s and parent entity’s equity intreents are publicly traded and are included inAbstralian Securities
Exchange.

The table below summarises the impact of incredsestases of these investments on the Group’shengdarent entity’s
equity. As all investments held by the Group andepientity is classified as available-for-salesréhwill be no impact on
the post-tax profit of the Group and the parenitgnthe analysis is based on the assumption tiaeguity indexes had
increased/decreased by 9% (2008 — 9%) with allrothgables held constant and all the Group’s gguitruments moved
according to the historical correlation with thelémx.

Impact on equity (2009) Impact on equity (2008)
Consolidated Parent Consolidated Parent
$ $ $ $
Available-for-sale investments 87,434 87,434 226,355 226,355

Equity would further increase/decrease as a redujains/losses on equity securities classified\slable-for-sale The
price risk for the unlisted securities is immateiraterms of the possible impact on profit or lasstotal equity. It has
therefore not been included in the sensitivity gsial

iii) Cash flow and fair value interest rate risk

The Group and the parent entity do not have anyoldngs and therefore do not have any exposureasb ow and fair
value interest rate risk in terms of borrowingse Troup and the parent entity’s only exposure &hdbw and fair value
interest rate risk are on the interest rates onetime deposits.

Sensitivity analysis
If the interest rates had weakened/strengthen bgtl30 June 2009, there would be no material impad¢he income
statement. There would be no effect on the eqesgnves other that those directly related to incstament movements

(b) Credit Risk

Credit risk refers to the risk that counterpartyl @wefault on its contractual obligations resultimga financial loss to the
Company or the Group. The Group’s potential corregion of credit risk consists mainly of cash degowith banks. The
Group’s short term cash surpluses are placed vatik® that have investment grade ratings. The manxiraredit risk
exposure relating to the financial assets is repres! by the carrying value as at the balance staet The Company and
the Group considers the credit standing of couatgigs when making deposits to manage the cresit ri

Considering the nature of the business at curteatGroup believes that the credit risk is limited.

(c) Liquidity Risk
Prudent liquidity risk management implies maintagnsufficient cash and marketable securities, ttadability of funding
through an adequate amount of committed credilitiesi and the ability to close out market posison

The Group manages liquidity risk by maintaining qugte reserves, banking facilities and reserveolong facilities by
continuously monitoring forecast and actual castv§l and matching the maturity profiles of finan@akets and liabilities.
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NOTE 19. FINANCIAL RISK MANAGEMENT (CONTINUED)

(c) Liquidity Risk

Maturities of financial liabilities

The following are the contractual maturities ofdfircial liabilities, including estimated interesypegents and excluding the
impact of netting agreements.

Consolidated Company
2009 2008 2009 2008
$ $ $ $
Trade and other payables
Within 3 months 279,297 162,214 279,463 161,819

(d) Fair value estimation
The fair value of financial assets and financiabliities must be estimated for recognition and sneament or for
disclosure purposes.

The fair value of financial instruments traded ictiee markets (such as publicly traded derivativasd trading and
available-for-sale securities) is based on quotedket prices at the reporting date. The quoted etapkice used for
financial assets held by the Group is the curr@hphce.

Derivative contracts classified as held for tradamg fair valued by comparing the contracted ratié¢ current market rate
for a contract with the same remaining period toumity.

The fair value of financial instruments that are¢ maded in an active market (for example, overgbenter derivatives and
investments in unlisted subsidiaries) is determinsithg valuation techniques. The Group uses atyaoemethods and

makes assumptions that are based on market corgléiasting at each balance date. Quoted marketgdr dealer quotes
for similar instruments are used for long-term diektruments held. Other techniques, such as esthdiscounted cash
flows, are used to determine fair value for the agnimg financial instruments. The fair value ofergst rate swaps is
calculated as the present value of the estimatégtefucash flows. The fair value of forward excharggmtracts is

determined using forward exchange market rateseateporting date.

The carrying value less impairment provision ofiaeceivables and payables are assumed to ap@texiheir fair values
due to their short-term nature. The fair valueioéfcial liabilities for disclosure purposes isimsited by discounting the
future contractual cash flows at the current maikétrest rate that is available to the Group fonilar financial
instruments.

(e) Interest Rate Risk Exposure

The Company’s exposure to interest rate risk aedefifiective weighted average interest rate for edabs of financial
assets and financial liabilities is set out bel@xposures arise predominantly from assets anditiabibearing variable
interest rates as the Company intends to hold fiaézlassets and liabilities to maturity.

Consolidated 30 June 2009
Non Interest

Floating Interest Bearing Total

Financial Assets $ $ $
Cash and cash equivalents 2,958,663 - 2,958,663
Receivables - 205,697 205,697

2,958,663 205,697 3,164,360
Weighted Average Interest Rate 3.66% -

2,958,663 205,697 3,164,360
Financial Liabilities
Trade and other payables - (279,297) (279,297)
Net Financial Liabilities - (279,297) (279,297)
Net Financial Assets/(Liabilities) 2,958,663 (73,600) 2,885,063
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Company 30 June 2009
Non Interest

Floating Interest Bearing Total

Financial Assets $ $ $
Cash and cash equivale 2,957,77. - 2,957,77.
Receivable - 219,68 219,68

2,957,77. 219,68: 3,177,45:
Weighted Average Interest Rate 3.66% -

2,957,774 219,684 3,177,458
Financial Liabilities
Trade and other payab - (279,46 (279,46
Net Financial Liabilities - (279,46)) (279,46))
Net Financial Assets/(Liabilities) 2,957,717 (59,779 2,897,99!

NOTE 20. SEGMENT INFORMATION
The Company currently operates in one industry trgeographical segments, namely the mining imgluat Australia
and Botswana.

2009 2008
Revenue
Australia 318,119 776,437
Botswani - -
318,11¢ 776,43
Expenditure
Australia 2,581,648 3,003,270
Botswana 2,684 10,654
2,584,332 3,013,924

NOTE 21. CONTINGENT LIABILITIES

The Company has received a Statement of Claim &airilling company previously contracted to provatéling services
in 2008 claiming an amount of $247,141 for servie#legedly provided to the company, plus interesd aosts. The
Company will be defending this claim.

NOTE 22. INTERESTS IN JOINT VENTURE
On the 10 July 2008, Dynasty paid $750,000 asgdatte first initial payment to the Tiaro Coal JoWfenture to acquire up
to 51% interest in EPC 956 and EPC 957.

NOTE 23. SUBSEQUENT EVENT

On 14 July, the Company raised $30,000 througlisthge of 300,000 new ordinary shares at an issice pf $0.10 per
share. Subsequent to year end, the Company sol@@®@nd purchased 191,800 Atlas Iron Ltd Shares.afA29
September, the Company holds 501,800 shares is Ata Ltd.

Consolidated Company
2009 2008 2009 2008
NOTE 24. AUDITOR’'S REMUNERATION $ $ $ $
Audit service 21,08( 26,00( 21,08( 26,00(
Independent Accountants Rey - - - -
21,08( 26,00( 21,08( 26,00(
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NOTE 25. CONTROLLED ENTITIES

% Owned Book value of shares Contribution to
held consolidated loss
$ $ $ $
2009 2008 2009 2008 2008 2007
Parent entity
Dynasty Metals Australia Limited
Entities controlled by Parent
Scorpion Resources Ltd 100% 100% 2 2 -
Dynasty Botswana L 100% 100% 2 2 - -
Dunblane Enterprise Pty L 100% 100% 16C 16C - -

Scorpion Resources Ltd and Dynasty Botswana Lidcisrporated in Australia. Dunblane Enterprise Rtyis
incorporate in Botswana.

NOTE 26. RELATED PARTY TRANSACTIONS
During the year, the Group paid Richard Oh & Co,$48 for consulting services provided to Dynastytélte
Australia Limited. Mr Richard Oh is a Director ofdRard Oh & Co.

The Group paid GDA Corporate $68,750 for compamyetarial, accounting and administration servicewigded to
Dynasty Metals Australia Limited. Mr Graham Andeargs a Director of GDA Corporate.

The Group paid Minerals Resources Consultants REy$B5,900 for consulting services provided to DstpdMetals
Australia Limited. Mr Malcolm Carson is a Directoir Minerals Resources Consultants Pty Ltd.

The parent entity, Dynasty Metals Australia Ltds lmaade loans to its controlled entities. Thesedaae interest free,
unsecured and as at call:

Company
2009 2008
$ $
Loan to Dunblane Enterprise Pty Ltd 13,986 9,539
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Project Lease Commodity Holder Shares | Locality | Status
West. Australia
Tenements
Dynasty Metals
WARRAMBOO E08/1620-1 Iron - Fe Australia Ltd 100{ WA GRANTED
Dynasty Metals
YANREY E08/1699 Uranium Australia Ltd 100 WA GRANTED
Dynasty Metals
WARRAMBOO E08/1774 Uranium Australia Ltd 100, WA GRANTED
Uranium and Base| Dynasty Metals
UAROO E08/1817 Metals Australia Ltd 100, WA GRANTED
Dynasty Metals
MT PHILLIPS E09/1337 Uranium Australia Ltd 100, WA GRANTED
Dynasty Metals
MT PHILLIPS E09/1338 Uranium Australia Ltd 100, WA GRANTED
Dynasty Metals
HECTOR BORE E09/1339 Uranium Australia Ltd 100, WA GRANTED
Iron, Copper, Base Dynasty Metals
PRAIRIE DOWNS E52/1927-1 Metals Australia Ltd 100{ WA GRANTED
Iron, Copper, Base Dynasty Metals
PRAIRIE DOWNS E52/1938-i Metals Australia Ltd 100{ WA GRANTED
Iron, Copper, Base Dynasty Metals
PRAIRIE DOWN¢ E52/194¢ Metals Australia Ltc 10C | WA GRANTED
Iron, Copper, Base Dynasty Metals
PRAIRIE DOWNS E52/1949 Metals Australia Ltd 100{ WA GRANTED
Iron, CopperBase | Dynasty Metals
PRAIRIE DOWNS E52/2024 Metals Australia Ltd 100{ WA GRANTED
Iron, Copper, Base Dynasty Metals
PRAIRIE DOWNS E52/2025 Metals Australia Ltd 100, WA GRANTED
Iron, Copper, Base Dynasty Metals
PRAIRIE DOWNS E52/2099 Metals Australia Ltd 100{ WA GRANTED
Dynasty Metals
STANLEY E69/226¢ Uraniun Australia Ltc 10C | WA GRANTED
Dynasty Metals
STANLEY E69/2266 Uranium Australia Ltd 100, WA GRANTED
Dynasty Metals
STANLEY E69/2267 Uranium Australia Ltd 100, WA GRANTED
Dynasty Metals
NABBERU E69/2268 Uranium Australia Ltd 100 WA GRANTED
Dynasty Metals
NABBERU E69/2269 Uranium Australia Ltd 100, WA GRANTED
Dynasty Metals
STANLEY E69/227( Uraniun Australia Ltc 10C | WA GRANTED
Dynasty Metals
STANLEY E69/2294 Uranium Australia Ltd 100, WA GRANTED
Dynasty Metals
STANLEY E69/2295 Uranium Australia Ltd 100 WA GRANTED
Dynasty Metals
STANLEY E69/2296 Uranium Australia Ltd 100 WA GRANTED
Dynasty Metals
STANLEY E69/2297 Uranium Australia Ltd 100, WA GRANTED
Dynasty Metals
STANLEY E69/2300 Uranium Australia Ltd 100, WA GRANTED
Dynasty Metals
IRWIN E70/3476 Coal Seam Gas | Australia Ltd 100, WA GRANTED
Dynasty Metals
IRWIN E70/3477 Coal Seam Gas | Australia Ltd 100, WA GRANTED
Dynasty Metals
HYDEN E74/333 Gold and Nickel | Australia Ltd 100, WA GRANTED
Dynasty Metals
HYDEN E77/1248 Gold and Nickel | Australia Ltd 100, WA GRANTED
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Dynasty Metals
HYDEN E77/1326 Gold and Nickel | Australia Ltd 100{ WA GRANTED
Dynasty Metals
WARRAMBOO P08/550 Uranium Australia Ltd 100{ WA GRANTED
Dynasty Metals
WARRAMBOO P08/551 Uranium Australia Ltd 100{ WA GRANTED
Dynasty Metals
WARRAMBOO p08/56¢ Uraniumr Australia Ltc 10C | WA GRANTED
SOUTHERN Dynasty Metals
CROSS p77/3533 Gold Australia Ltd 100{ WA GRANTED
SOUTHERN Dynasty Metals
CROSS p77/3534 Gold Australia Ltd 100{ WA GRANTED
SOUTHERN Dynasty Metals
CROSS p77/3535 Gold Australia Ltd 100, WA GRANTED
SOUTHERN Dynasty Metals
CROSS p77/3536 Gold Australia Ltd 100{ WA GRANTED
Dynasty Metals
ATLAS E45/272¢ Gold, Base Meta | Australia Ltc 10C | WA GRANTED
West. Australia
Applications
Dynasty Metals
WARRAMBOO E08/2050 Iron Australia Ltd 100{ WA APPLICATION
Iron, Copper, Base Dynasty Metals
PRAIRIE DOWNS E52/2359 Metals Australia Ltd 100{ WA APPLICATION
Iron, Copper, Base Dynasty Metals
PRAIRIE DOWN¢ E52/236 Metals Australia Ltc 10C | WA APPLICATION
Iron and Base Dynasty Metals
PRAIRIE DOWNS E52/2435 Metals Australia Ltd 100{ WA APPLICATION
Iron, Copper, Base Dynasty Metals
PRAIRIE DOWNS E52/2458 Metals Australia Ltd 100{ WA APPLICATION
Iron, Copper, Base Dynasty Metals
PRAIRIE DOWNS E52/2459 Metals Australia Ltd 100{ WA APPLICATION
Iron, Copper, Baseg Dynasty Metals
PRAIRIE DOWNS E52/2460 Metals Australia Ltd 100{ WA APPLICATION
Iron, Copper, Base Dynasty Metals
PRAIRIE DOWN<¢ E52/246. Metals Australia Ltc 10C | WA APPLICATION
Iron, Copper, Base Dynasty Metals
PRAIRIE DOWNS E52/2464 Metals Australia Ltd 100{ WA APPLICATION
Dynasty Metals
IRWIN E70/3158 Coal Australia Ltd 100{ WA APPLICATION
Dynasty Metals
IRWIN E70/3190 Coal Australia Ltd 100{ WA APPLICATION
Dynasty Metals
IRWIN E70/3501 Coal Australia Ltd 100{ WA APPLICATION
Iron and Base Dynasty Metals
SOUTH WEST E70/3667 Metals Australia Ltd 100{ WA APPLICATION
Iron and Base Dynasty Metals
SOUTH WEST E70/3668 Metals Australia Ltd 100{ WA APPLICATION
Iron and Base Dynasty Metals
SOUTH WEST E70/3669 Metals Australia Ltd 100{ WA APPLICATION
Iron and Base Dynasty Metals
SOUTH WEST E70/3670 Metals Australia Ltd 100{ WA APPLICATION
Iron and Base Dynasty Metals
SOUTH WEST E70/3671 Metals Australia Ltd 100{ WA APPLICATION
Iron and Base Dynasty Metals
SOUTH WES” E70/367. Metals Australia Ltc 10C | WA APPLICATION
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Dynasty Metals

IRWIN E70/3676 Coal Australia Ltd 100 WA APPLICATION
Dynasty Metals

IRWIN E70/3677 Coal Australia Ltd 100 WA APPLICATION
Dynasty Metals

IRWIN E70/3678 Coal Australia Ltd 100 WA APPLICATION
Dynasty Metals

WARRAMBOO p08/56¢ Iron - Fe Australia Ltc 10C | WA APPLICATION
Dynasty Metals

WARRAMBOO P08/567 Iron - Fe Australia Ltd 100 WA APPLICATION
Dynasty Metals

WARRAMBOO p08/568 Iron - Fe Australia Ltd 100 WA APPLICATION
Dynasty Metals

WARRAMBOO p08/569 Iron - Fe Australia Ltd 100, WA APPLICATION
Dynasty Metals

WARRAMBOO p08/570 Iron - Fe Australia Ltd 100 WA APPLICATION
Dynasty Metals

WARRAMBOO p08/57: Iron - Fe Australia Ltc 10C | WA APPLICATION
Dynasty Metals

WARRAMBOO P08/572 Iron - Fe Australia Ltd 100 WA APPLICATION
Dynasty Metals

WARRAMBOO p08/573 Iron - Fe Australia Ltd 100 WA APPLICATION
Dynasty Metals

WARRAMBOO p08/574 Iron - Fe Australia Ltd 100{ WA APPLICATION
Dynasty Metals

WARRAMBOO p08/575 Iron - Fe Australia Ltd 100 WA APPLICATION
Dynasty Metals

WARRAMBOO p08/57¢ Iron - Fe Australia Ltc 10C | WA APPLICATION
Dynasty Metals

WARRAMBOO P08/577 Iron - Fe Australia Ltd 100{ WA APPLICATION
Dynasty Metals

WARRAMBOO p08/578 Iron - Fe Australia Ltd 100 WA APPLICATION
Dynasty Metals

WARRAMBOO p08/579 Iron - Fe Australia Ltd 100, WA APPLICATION
Dynasty Metals

WARRAMBOO p08/580 Iron - Fe Australia Ltd 100, WA APPLICATION
Dynasty Metals

WARRAMBOO p08/581 Iron - Fe Australia Ltd 100, WA APPLICATION
Dynasty Metals

WARRAMBOO p08/582 Iron - Fe Australia Ltd 100, WA APPLICATION
Dynasty Metals

IRWIN EP 31/07-8 Coal Seam Gas | Australia Ltd 100] WA APPLICATION
Dynasty Metals

IRWIN EP 32/07-8 Coal Seam Gas | Australia Ltd 100] WA APPLICATION

Victoria
Dynasty Metals

BENDOC El 4799 Gold Australia Ltd 100{ VIC GRANTED
Dynasty Metals

BENDOC El 4824 Gold Australia Ltd 100{ VIC GRANTED

Northern Territory
Dynasty Metals GRANTED

PEAKED HILL El25624 Uranium Australia Ltd 100 NT
Dynasty Metals GRANTED

MT WELDON EL25626 Uranium Australia Ltd 100 NT
Dynasty Metals GRANTED

HANSON RIVER El25627 Uranium Australia Ltd 100 NT
Dynasty Metals GRANTED

POSSUM CREEK El25628 Uranium Australia Ltd 100 NT
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