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The Secretary J

Senate Standing Committee on Economics
PO Box 6100

Parliament House

CANBERRA ACT 2600

By email: economics.senfaph. sov.au

Dear Sir/Madam

SENATE INQUIRY INTO THE ROLE OF LIQUIDATORS AND
ADMINISTRATORS, THEIR FEES AND THEIR PRACTICES, AND THE
INVOLVEMENT AND ACTIVITIES OF THE AUSTRALIAN SECURITIES
AND INVESTMENTS COMMISSION, PRIOR TO AND FOLLOWING THE
COLLAPSE OF A BUSINESS

Thank you for your invitation to make a submaission to the Senate Inquiry into
Administrators and Liquidators.

I advise that I am authorised to act as an Administrator and Liquidator pursuant to the
Corporations Act (Commonweaith) 2001 (*the Act”), and have taken appointments
for the past 13 years in these respective roles.

It is my submission that the scope of any inquiry should be limited such that the
existing extensive remuneration reporting requirements are not added too further.

As you should be aware, Practitioners are already accountable and undergo significant
scrutiny of their remuneration charged. In 2007, the Insolvency Practitioners
Association of Australia (IPA) released a Code of Professional Conduct, with the
remuneration section being effective from 31 December 2007. The Code states that a
Practitioner is entitled to ciaim remuneration and disbursements, in respect of
necessary work, properly performed in an administration. Further, the Code states that
a claim by a Practitioner for remuneration must provide sufficient, meaningful, open
and clear disclosure to the approving body so as to allow that body to make an
informed decision.

In accordance with the Code, a Practitioner must prepare a Remuneration Report each
time that approval for remuneration is sought. The Remuneration Report is divided
into five parts, contains significant detailed information and is on average 20 pages in
length. I have attached for your information the Administrator’s Report to Creditors
Pursuant to Section 439A of the Act (with attached Remuneration Report) for one of
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my Administrations. As you will see the entire report is 104 pages in total, of which
30 pages is attributable to the Remuneration Report.

In almost all cases. the Remuneration Report addresses both retrospective and future
remuneration. The retrospective remuneration is extracted from staff timesheets and
despite the lengthy process of extracting this information, is relatively simple to
report. However, providing the Practitioners best estimate as to future fees to be
incurred to completion or to a specified milestone, involves substantial guess work
and what I can only describe as “crystal ball gazing”.

I submit that this matter has been reviewed recently and there is no need to further
review this topic at this time. You may wish to consider whether current
Administrator’s Reports contain too much information for the average stakeholder to
comprehend? Whether the information is meaningful and able to be understood?
Whether all stakeholders read such a lengthy report? As always, there should be a
cost/benefit analysis of the Remuneration Report, especially when you consider the
costs incurred to provide this information, inchuding staff hours required in reviewing
timesheets, preparing the report, additional photocopying and postage requirements,
which can be significant if you have 200 creditors or more.

These costs are then billed against the respective Administration and therefore the
balance of funds available for a dividend to stakeholders is reduced. So in essence,
stakeholders are paying to receive a Remuneration Report which many of them do not
read due to the size of the information presented.

Honest Practitioners, regardless of the reporting requirements imposed on them,
charge according to the hours incurred. 1 believe that 99% of Practitioners are
hardworking, honest and diligent in carrying out their duties under the Act. It is only
the smallest minority of Practitioners who do not comply and therefore to legislate to
increase reporting requirements is unjust to the majority, and more importantly costly
to the creditors.

In regard to the conduct of the Australian Securities and Investments Commission
(“ASIC™), I believe that ASIC regulates the environment in which Practitioners
operate in a competent manner and are proactive in doing so.

ASIC requires all Practitioners to be registered, requires certain information to be
lodged with ASIC within specified timeframes, issues penalties to Practitioners if
lodgement requirements are not attended to, requires significant investigations into a
Company’s affairs to be performed and reported on.

Should you wish to discuss any matter raised above, please telephone me on
(08) 9322 2022.

Yours faithfully
PITCHER PARTNERS

BRYAN HUGHES
Managing Director
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Monarch Gold Mining Company Limited
(Administrators Appointed) (Receivers & Managers Appointed)

1. INTRODUCTION
I refer to the appointment of my Partner, My Bryan Hughes, and I as Joint and
Several Administrators of Monarch Gold Mining Company Limited (Receivers
and Managers Appointed) (Administrators Appointed) (“Monarch” or “the
Company™) by a resolution of the Company’s Directors passed on 10 July 2008.

We were also appointed Administrators over the following Companies on 10
July 2008:

* Davyhurst Gold Pty Ltd (Administrators Appointed) (“Davyhurst™);

s Minjar Gold Pty Lid {Administrators Appointed) (“Minjar™),

= Mount Magnet Gold Pty Ltd (Administrators Appointed) (“Magnet™);
= Monarch Nickel Pty Lid (Administrators Appointed);

* Mt Ida Gold Operations Pty Ltd (Administrators Appointed) (“Mt Ida™);
» Siberia Mining Corporation Pty Ltd {Administrators Appointed) ;

= Mt Ida Gold Pty Ltd (Admunistrators Appointed);

» Monarch Gold Pty Ltd (Administrators Appointed)

» Siberia Gold Operations Pty Ltd (Administrators Appointed);

s Pilbara Metals Pty Ltd (Administrators Appointed};

¥ Ida Gold Operations Pty Ltd (Administrators Appointed);
collectively “the Monarch Group” or “the Group™.

The Group operates as a gold mining and exploration concern and has an
extensive portfolio of mining tenements located within Western Australia,
Upon the appointment of Administrators the Group had the following projects,
all of which are currentdy on care and maintenance:

» Mi Ida Gold Project:
s Mount Magnet Gold Project;
7 Davyhurst Gold Project (including Siberia, Riverina and Bellevue); and

* Minjar Gold Project.

The purpose of the appointment of an Administrator is to allow for an
mdependent insolvency practitioner to tuke control of and investigate the affairs
of a company. During the Administration creditors’ claims are put on hold. At
the end of that peried, the Administrators are required to provide creditors with
information and recommendations (o assist creditors to decide upon the
Company’s future.

n
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Monarch Gold Mining Company Limited
(Administrators Appointed) (Receivers & Managers Appointed)

The purpose of this report 1s therefore to provide creditors with background
tnformation relating to the Company’s business, property, affairs, and financial
circumstances, and to provide information on the findings of our preliminary
investigations into these matters. In addition, this report sets out the
Administrators” opinion as to whether it would be in the creditors™ interests for

= The Administration to end and for the Company to be returned to the control
of the Directors; or

= The Company to execute a Deed of Company Arrangement {"DOCA”); or
= The Company to be wound up;
and the reasons for the opinions expressed.

Additienally, pursuant to Section 439A(4) of the Corporations Act
(Commonwealth) 2001 (“the Act™), if a DOCA is proposed the Administrators
are required to provide a statement setting out the details of the proposed
DOCA. A Holding DOCA (i.e. essentially a continuance of the administration
moratorium period) is being proposed and details are contained in section 10.2
of this report.

‘The Administrators” preliminary investigations are discussed in section 8 of this
report. The Administratoss have identified a number of areas requiring further
detailed investigations, which will be undertaken during the period of the
Holding DOCA. The primary focus of these investigations will be:

* Unreasonable director related transactions (refer to section 8.2.3 of this
report); and
= Insolvent trading and directors’ defences (refer to sections 8.3 and 8.3.5 of
this report). In this regard, the Administrators intend to:
= Complete their analysis of the financial position of the Group at various
times over the six months prior to the appointment of Adminisirators;
= Complete their analysis in relation to the ageing of creditors at various
dates, including 10 July 2008;
= Consider in detail, at various times, the position regarding the expected
receipt of loan funding (and subsequent repayment} from Territory
Resources Limited {“Territory™),
= Consider whether it is appropriate to commission expert advice in
relation to Monarch™s budgets and mine plans relied upon by the board,
and
s Determine the long term viability of the Group.
The Administrators” findings in relation to these addivons! investizations, as
well as any potential recoveries available to the Liguidators i the Company
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Monarch Gold Mining Company Limited
(Administrators Appointed) (Receivers & Managers Appointed)

subsequently proceeds into fiquidation, will be reported to creditors i a
supplementary report.

The Administrators have issued this report in as timely a manner as possible,
bearing in mind the Monarch Group comprises 12 separate companies, each of
which must be reported on. Whilst we intend to conduct the additional
investigations over the forthcoming weeks, we concluded it was important
creditors receive a report as soon & possible outlining the Administrators’
findings to date, the progress of discussions with interested parties and the
progress of the administration generally.

We were particularly conscious of the fact the Court is due to review the
independence of the Administrators in hearing COR 105 of 2008 on 19 August
2008. Whilst we are confident the Court will allow us to remain as
Administrators, there is a risk, albeit small, that the Court may have the view
that a repiacement Administrator should be appointed. If this were the case,
then in the absence of this report it is unlikely a replacement Administrator
would have been in a position to provide creditors with a detailed report for at
least another one to two months, which would clearly disadvantage creditors
generally,

At the meeting of creditors to be held on 25 August 2008, creditors will be
asked to make a decision by passing a resoiution in respect of options avaiiable
to them. In this report we have recommended to creditors that the Company
enter a DOCA, the key term of which 1s a moratorium period. We have detailed
why this option is, in our opinion, in creditors” interests in section 11.2 of this
report.
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Monarch Gold Mining Company Limited
{Administrators Appointed) (Receivers & Managers Appointed)

2. STATEMENT OF INDEPENDENCE

Section 448C of the Act expressly provides that certain persons described in that
provision must not, except with leave of the Court, seek or consent 1o be
appointed as, or act as Admunistrator of a Company or of a DOCA.
Furthermore, the Insolvency Practitioners Association of Australia (“IPA™)
recently mtroduced a code of professional practice, establishing guidance for
insolvency practitioners in relation to independence. We carefully considered
the issue of our independence prior to cur appointment and considered that we
were in compliance with the IPA guidelines and we do not fall within any of the
descriptions contained in Section 448C of the Act that would prevent us by law
from taking the appointment. Accordingly we consented to be appointed as
Joint and Several Administrators on 10 July 2008, A declaration of
Independence, Relevant Relationships and Indemnities (“DIRRI™) was
forwarded to all known creditors with notice of the first meetings.

Creditors and suppliers were advised in our circular dated 24 July 2008 that on
18 July 2008 we were formally put on notice by lawyers representing Territory
of a challenge to our appointment. As a result of the concern being raised, a
replacement DIRRI (a copy of which is attached) was sent to creditors on 24
July 2008, in which the Administraiors provided creditors an even more detailed
summary of all matters. Territory’s lawyers proposed a resolution to replace the
existing Administrators with alternate Administrators at the first meeting of
creditors for three of the Group’s Companies, inciuding Davyhurst Gold Py
Lid, Monarch Goid Mining Company Ltd and Mount Magnet Gold Pty Ltd.
The resolutions presented at each of these meetings failed in the absence of a
reguired majority.

Ins the interests of progressing the administration without any further distraction,
the Administrators sought legal advice 1n relation 1o this matter and considered
it appropriate, given Territory’s standing as a major creditor and shareholder of
the Group, to seek directions from the Court regarding our appointment.
Accordingly, we filed an application with the Court on Wednesday 30 July 2008
and the application is scheduled to be constdered by the Cowt on 19 Aungust
2008.
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Monarch Gold Mining Company Limited
{Administrators Appointed) (Receivers & Managers Appointed)

3. MEETINGS OF CREDITORS

3.1 First Meeting of Creditors
The first meeting of creditors of the Company was held on 21 fuly 2008 at Level
19, 140 St Georges Terrace, Perth, Western Australia. At that meeting, the
appointment of Mr Hughes and T as Joint and Several Administrators was
confirmed and a committee of creditors was formed. Creditors are represented
on this committee by Mr [an McCubbing of Ternitory Resources Limited and
Eoin Rothery of India Resources Limited.

Minutes of the first mmeeting of creditors were lodged with the Australian
Securities and Investments Commission (“ASIC”) on 30 July 2008.

3.2 Second Meeting of Creditors
The second meeting of the creditors of the Company will be heid at the Park
Business Centre, 45 Ventnor Avenue, West Perth, Western Australia on
Monday, 25 August 2008 at 9.30 am WST. A formal notice of this meeting 1s
enclosed.

For the purpose of voting at the meeting, creditors are required by no later than
4.00pm WST on Friday 22 August 2008 1o provide a formal proxy and a proof
of debt in accordance with the Forms 332 (document enclosed) and 535
{(document enclosed}. Creditors who have already lodged a proof of debt torm
are not required to lodge another form: however, creditors are still required to
lodge a proxy form if they wish to vote at the meeting.
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4.

BACKGROUND INFORMATION
4.1 Officers, Sharebolders and Charges

According to a search of the records maintained at the ASIC, the Company was
registered in Western Australia on 26 March 2002 as Monarch Resources
Limited. The Company changed its name to Monarch Gold Mining Company
Limited on 7 July 2006, The Company traded on the Australian Stock
Exchange (“"ASX”) under the code “MON” prior to its suspension on 18 June

2008,

The Company’s registered office is located at Eevel 1, 23 Ventnor Avenue,

West Perth, Western Australia.

According to ASIC records, the corporate officer positions held in relation to the
Company within the six month period prior to the date of appointment are set

out below:

1 Position |

Dateof |
Appointment. |-

Mr Michael Laurence James Kiernan
My Phillip Peter Botsis

Mr John Maxwell Davis

My David James Humann

Mr Keith John Vuleta

Mr lan David Huitson

Mr Matthew Damian Gill

Mr Allan James Quadrio

Director
Director
Director
Director
Director
Director
Director

Director

26 March 20602
3 February 2003
22 August 2005
23 February 2007
16 May 2007
16 May 2007
12 Navember 2007
20 July 2006

14 July 2008
31 July 2008
11 July 2008

n/a

n/a
10 March 2008
25 January 2008

Mr Patrick McCole
Mr Keith Vuleta
Mr Frank John Campagna

Secretary

Secretary

Secretary |

25 January 2008
27 October 2007
26 March 2002

n/a
25 January 2008
25 January 2008
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The top twenty shareholders at the date of the Administrators” appointment as
recorded in the Company’s sharcholder registry are set out below:

Sharcho!dgr i S}mresHeid . ereents
Territory Gold Py Lid 30,849 657 19.96%
J P Morgan Nominees Australia 15,272,031 7.65%
Crawley Investments Pty Lid 9,441,690 4.73%
ANZ Nominees Limited 7,931,844 4.00%
HSBC Custody Nominees 7.883.521 3.95%
AMP Life Limited 6,625,571 3.32%
Imperial Resources Limited 5,832,917 2.92%
Mineral Resources Limited 5,000,000 2.50%
Abbotsieigh Pty Lid 3,424,862 1.72%
Mr Laurence James Kiernan 3,000,000 1.50%
Dy Leon BEugene Pretorius 3,000,000 1.50%
Emichrome Pty Lid 2,376,667 1.19%
Methuen Holdings Pry Lid 1,950,383 0.98%
Dem Decometal Gibh 1,666,667 0.83%
Barra Resources Lid 1,500,000 0.75%
Forrest Family Investments Pry Litd 1,170,000 0.59%
Ms Debbie Maree Ellison 797,795 0.40%
Mr Roger Anthony Pierce 693,880 0.35%
National Nominees Limited 649,470 033%
Mr Gordon Anthony 631,042 0.32%
Total 118,748,157 59.48%

At the date of the Administrators’ appointment the Company’s shareholder
registry disclosed that it had 199,655,317 shares on 1ssue held by 4,659

shareholders.

The range in number of shares held by the sharcholders of the Company 1s set

out below:

Percentage

Shares Held Holders Linits of Total

Shares
R S 5 R e
1,601 - 5.000 1.516 4419208 224G
5.001 - 10,000 1,054 §.083.925 405%
10,0071 - 100,000 : 1.541 45,370,845 2272%
L00.001 - 500000 132 21.089.327 RS
S00.000 + 23 F20A38.788 60374
Total 4,659 199,655,317 00005
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Monarch Gold Mining Company Limited
{Administrators Appointed) (Receivers & Managers Appointed)

ASIC records indicate the following charges are registered in relation to the
Coempany:

o T )at;,(harge

Teme o | TpeolBeanmiy © 0 Repistered
Societe Generale Fixed & Floating 24 July 2006
Territory Resources Limited Fixed 9 February 2008

We comment further in respect of the charges at section 6 below,

4.2 Siructure of the Group
The Company 1s the controlling enfity of the following subsidiaries;

Meonarch Gold Mining Company Limited
ACN: 100638 260

FOUM: 1009 LO0%: 0% 10045 10K
v b 4 ¥ hd
Minjar Gokd Pry Lid Monarch Nicke) Pty Lid Muount Magnet Gold Pty Li Monarch Gold Pry Led
AUNI 119514 328 ACN 083 971 400 ACN: 128 877 403 ACN: 097 650 194

¥

l Davyhuorst Gold Pty Lid

N o |
! ACN T 16 097 Z Siberia Miring Carporation Py Lig

ACN: {197 650 194

OO 1004 100 Hitka
v ¥ b d
Siberta Gold Operatioas Pry Lid Mt 1da Gold Pty Lid % ‘ Pilhura Moels Pry Lid
ACN: 106 6L9 170 AUN OO 608 986 I AUR 100 609 101
1007 ¥
Vol CGiedd Operisions Pty Lid
v AN 106 609 Hb

ML ida Gold Opuerasons Py Tul
ACNT 124 700 627
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Monarch Gold Mining Company Limited
(Administrators Appointed) (Receivers & Managers Appointed)

4.3 Company History and Reasons for its Failure

Monarch is the ultimate holding Company in the Monarch Group. Monarch is a
West Australian registered, mining and exploration Company and is currently
listed on both the ASX and the Dubai International Financial Exchange.
Monarch’s shares are currently in voluntary suspension and have been since
approximately 18 Fune 2008.

The Monarch Group is the targest Australian controlled tenement holder in the
Kalgoorlie region of Western Ausiralia, with a resource base of more than five
million ounces, two state-of-the-art gold treatment plants and dominant ground
positions in the prolific gold mining region to the north-west of Kalgoorlie.

Monarch's strategy prior to our appointment was to capture opportunities for the
consolidation of gold development assets which had not in the past realised their
iull potential, either due to a lack of capital or limited exploration, The
Company identified and purchased a large and diverse tenement package and
has six current projects.

The only mine in operatien for the Group af the time of our appointment was the
Mt Ida Gold Project, which is an underground, high grade, narrow vein mine
operation on an excluded area agreement from the lease holder, Mt Ida Gold Pty
Litd. This site is located approximately 200kms north-west of Kalgoorlie. Upon
our appointiment, management had originally forecast production of 44,900
ounces at an average cost of AUDS$480 per ounce for the 2008/09 year.
However, foliowing a detailed review of the operations, mine plans and budgets
prepared by Company management, the Adminisirators placed these operations
on a care and maintenance basis on 29 fuly 2008 after determining, in
conjunction with management, there was considerable risk in continuing
operations, for a potentially marginal short term returm.

Upon our appointment. the project was managed by Mt Ida Gold Operations Pty
Ltd {a 100% owned subsidiary of Monarch through its holdings in Siberia and
Mt Ida Gold Pty Ltd), however a 7(/30 joint venture agreement with Kingsday
Holdings Pty Lid ("Kingsday”) had been prepared {but had not been executed
prior to our appointment) which would have resulted in the ownership of Mt Ida
Gold Operations Pty Ltd being reduced to 70% (and 30% owned by Kingsday).
We are currently seeking legal advice with regards 1o the joint ventuwre
agreement.

Monarch acguired the Davyhurst Project (owned by Davyhurst Pty Lid) in
Navember 2005, In carly 2006 Monarch expanded 1ts position at Davyhurst
through a merger with Stberia Mining Corporation. This merger resulted in the
strategic consolidation of the nearby Siberia and Ida Gold Camp deposits into
Monarch’s existing holding (including the Bellevue and Riverina projects),
establishing a consolidated project with a combined resource base of 2 million
ounces of gold within o 2.000 sq km tenement packuge inciuding o centrally
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located gold treatment facility and production infrastructure. However, as a
result of diminishing returns and continued underperformance during the period
July 2007 to May 2008, production on the Davyhurst project was suspended on
14 June 2008 and the site remains on care and maintenance.

The Mount Magnet Gold Project was also on care and maintenance at 10 July
2008, When the Administrators were appointed, Monarch had the right to
acquire this project from Harmony Gold {Australia) Pty Ltd, and it was
proposed this acquisition and recommencerment of site operations would occur
in the second haif of 2009. However the contract to purchase was mutually
terminated shortly folowing the appointment of Administrators as a result of
Monarch’s inability to meet the required funding and other conditions precedent.
A $2.5m refundable deposit was received by the Administrators on 6 August
2008,

The Group’s Minjar Gold project is well developed and contains a centrally
located gold treatment facility and production infrastructure. Production on this
project has recently been suspended due to underperformance and the site is
currently on care and maintenance,

During the period 1 July 2007 to 31 December 2007 the Company, whilst
experiencing significant losses, continued to meet all of its commitments in a
timely manner. From 1 January 2008 to 31 May 2008, the financial position of
the Group deterioraied further, principally due to the under performance of the
Davyhurst mine. During the above periods the Group sourced fresh equity and
loan funding through a number of capital raisings and the continued funding of
the Group by both India Resources Limited (“India”) and Territory, including
on-going funding (totaling approximately $24.5m) from Territory to support the
develapment of the various projects.
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A summary of the funding from Territory and India is set out below:

_'l_)jz_;_tc ::' :_' :*";’.Ifé_i-;"_it_o'ry'.: o g :'_I}eg_c'r'ipliuﬁ' ARAtEE
3 1/08/.2.(){)7 - - T é;{)(}{),(J()() Advance
3H/082007 - 500,000 Advance
37122007 - 1,000,000 Advance
231212007 - 6,000,000 Advance
6/01/2008 2,000,000 - Advance
17012008 1,000,000 - Advance
28/01/2008 2,000,000 - Advance
31/01/2008 4,000,000 - Advance
15/02/2008 5,000,000 - Advance
22/02/2008 - (1,000,060) Repayment
4/G3/2008 - (22,000,000} Repayment
18/03/2008 2,961,000 - Payment [or Bonds
26/03/2008 1,000,000 Advance
29/0472008 - (1,500,000% Repayment
12/05/2008 - (500,000} Repayment
23/05/2008 2,000,000 - Advance
27/(}%}2()(_}8 {500,006 Repayment
30/05/2008 2,500,600 - Advance
/062008 - {500,000) Repayment
H6/2008 2.000.000 - Advance
Total 24,461,000 3,500,000
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Monarch Gold Mining Company Limited
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On or about 20 June 2008, Territory advised the Group they desired an external
advisor review the Group's financial position before committing to the further
$4m in loan funding the Group was expecting at that time. On 27 June 2008
Territory subsequently appointed Receivers and Managers to the Company,
purportedly to secure assets of the Company reiating to the Minjar Gold project.

Buring the period between 26 June 2008 to 10 July 2008, the directors explored
alternative sources of funding, principally a proposal (“the Proposal”) from
Monarch’s Chairman, Mr Michael Kiernan and his family to provide an interest
free loan of between $11m and $15m, a capital Taising of a further $25m by
September 2008 and a request for forebearance by Territory and India in respect
of their debts, to enable the Monarch Group to recapitalise and focus on Mt Ida
for the future growth of the Group.

Lawyers for Monarch and Terrilory prepared a Deed of Forebhearance to
document the Proposal, and draft copies were circulated between the pariies
over several days in fate June and early July. A number of additional terms
were negotiated during this period. Mr Kiernan provided an advanced payment
of the funding under his Proposal ($1.75m) to the Group on 4 July 2008, in
anticipation of the Proposal docamentation being executed within days.
However, on Thursday 10 July 2008, Mr Kiernan withdrew his proposal after
advising the Monarch board that agreement could not be reached on certain key
conditions. Consequently, the board appointed Administrators on the same day,
being 10 July 2008.

Further details in relation to Mr Kiernan’s Proposal and the events leading up to
the appointment of Administrators are set out in Annexure B to this report.
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5. ONGOING TRADING OF THE COMPANY

On our appointment as Administrators, Monarch traded from leased premses at
Levels 1 and 2, 23 Ventnor Street, West Perth.  As the parent company of the
Manarch Group, Monarch conducted the majority of the administration and
accounting functions of the Group. At the date of our appointment, Monarch
employed 16 individuals to fill these functions.

Following our appointinent, we were provided with cash flow budgets and plans
from the management team which indicated the Group would generate cash flow
surpluses from trading operations. We therefore elected to refain ali employees
of Monarch whist we conducted an assessment of the budgets and operations of
the Company o determine if it was viable to continue to trade with a view to
seeking expressions of interest from parties wishing to either purchase assets of
the Company to facilitate a restructure and recapitalisation of the Group.
Following this assessment it became apparent that the share sale agreement with
Harmony Gold (Australia) Pty Lid for Mt Magnet Gold NI and Big Bell Goid
Operations Pty Ltd would not be able to be completed and that it was not viable
to continue with trading operations at the Mt [da mine site. As aresult, the
activities required to be completed by Monarch decreased significantly and the
services of a number employees were no longer required. Accordingly we
terminated the services of seven employees on 31 July 2008. These
terminations equate to annual salary savings of in excess of $1m for Monarcly.

We have continued to retain the services of nine employees to assist with
operational issues, the preparation and finalisation of 30 June 2008 accoumnts, the
management of tenements, the preparation of information memorandums and
related documents required for the sale of the assets and/or a restructuring of the
Group. The Administrators have also disclaimed the lease of the 1st floor of the
leased premises occupied by Monarch in West Perth, due to the reduced
requirement for floor space during the Administration period.
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6.

FINANCIAL POSITION

6.1 Historical Financial Performance

We have obtained copies of the Company’s consolidated financial accounts for
the years ended 30 June 2000 and 30 June 2007, and the management accounts
for the period ended 31 May 2008 (full vear financial accounts to 30 June 2008

are being finalised by the Company and will be available in our next report),

including Profit & Loss Statements and provide hereunder a summary of
reported operaling results for the last three years.

Monarch Gold Mining Company Limited — Parent Entity

Operating Revenue 40,000 124,000 487 BER
Other Revenue 32,000 217,000 100,149
Totlal Revenue 72,000 341,000 508,137
Less BExpenses 18,609,000y (26,673,300} (8,207,570}
{Loss)/Profit from ordinary activitics before

income tax (18,337,000) (26,306.600) {7,699.433)

Consolidated Group

130 June 200

Operating Revenue 60,000 161,000 28,920,227
Other Revenue 71,000 314,000 267,627
Total Revenue 131,004 478,000 29,187,854

Less Expenses

(18,748,000}

(26,824,000

{68,493,847)

(E.oss)/Profit from ordinary activities before
income lax

(18,617,000}

(26,349,000)

(39,904,654)

The above table indicates significant losses were being recorded by the Group,

as well as the significant detertoration i both the Company and the Group™s

financial position over the three year period.

Clearly, starmificant funding (capital raisings and loan funding) was required 1o

support the financial position of the Group.

The Administrators are undertaking a detailed review ol the expenditure of the

Group 1o gain a greater understanding of the operating performance and the

devetopment and/or exploration activities of the various Companies within the
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Group. The Administrators will provide creditors with further information in
this regard our subsequent repart,

The operating performance of the Group is further discussed in section 8.3.1 of
this report.

6.2 Directors’ Report as to Affairs (“RATA")

Set out below 1s a summary of the assets and liabilities of the Company as at the
date of our appointment, which has been compiled from information contained
in the directors” RATA signed on 25 July 2008. 1t should be noted the RATA
sets out the direciors’ estimates as to the rcalisable values of the Company’s
assets and does not reflect the Administrators” view as to their likely value on
either a ‘going concern’ or ‘auction realisable’ basis. A full copy of the RATA
will be available for review by creditors at the second meeting of creditors if
they desire.
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Table 1 — Summary of Report as to Affairs

Notes Book Value | Directors™ Fstimated
% Realisable Values ($)

Assets
Land - -
Sundry Debtors 1 100,282,486 733,622
Cash at Bank and on hand 2 910,847 510,847
Stock on Hand 3 24,778 49,090
Plant and Equipment 4 383,000 200,000 -
Other Assets 5 297 000 -

Suh Total 101,808,111 1,893,559
Assets Subject to Specific G 1,160,065 664,000
Charges
Less: Amounts Owing on 6 (784,523} (784,323)
the Specific Charges

Sub Total 376,442 {120,523}
Total Assets 102,274,553 1,773.036
Liabilities

Less: Priority Employee 7 3227791 322,791

“laims
Less: Amounts Owing and 8 2,961,100 2,961,100
Secured by Debentures
Less Territory Resources 8 21,300,000 21,500,000
claim :
Estimated Amount 77,490,662 -
Availabie for Unsecured
Creditors

{Belore costs of the
Administration)

Uinsecured Creditors 9 6,427,789 6,427,789

Contingent Liabilities - ,

Total Liabilities 31,211,580 31.211.580

Net Surplus/(Deficit} 7062973 (20 438.544)

We have provided below further details as to the composition of the various
categories of assets and liabilities. Given the limited time available to issue this
report, and given the size and complexity of this administration we have not yet
complieted a detatled review of all of the Company’s assets and Habilities.

As part of the restructure and/or sale of the Monarch Group’s assets, the
Administrators are proposing a DOCA (refer to Secuion 11 of this report}
pursuant to which we will be undertaking a more detailed review of the assets
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and [iabilities for incorporation into a further report to be issued to creditors,
‘This further report will include the Administrators” estimates of the likely
realisable values of assets in both a Liquidation and a DOCA scenario.

Notes:

1. Sundry Debtors

The directors” RATA details sundry debtors as having a balance of
$100,282,486 as at 10 July 2008, Debtors consist of the following:

' Debtor Notes Amount Owing Amount Realisable

i (%), %
Austratian Taxation Office (GST) a 79,584 79,584
India Resources Limited a 52,219 52,210
Terrttory Resources a 100,708 100,708
Matthew Gill a 500,000 500,000
Alison Jones a il 1,111
Mt Ida Gold Pry Lid b 11,115,837 -
Mt Ida Gold Operations Pty Ltd b 13,266,157 -
Minjar Gold Pty Lid b 13,939,309
Siberia Mining Corporation Pty b 4,021,600 -
Davyhurst Gold Pry Lid b 50,595,25% -
Mount Magnet Gold Pty Lid b 6,076,066 -
Monarch Landholdings Pty Tad C 34,636 -
Tan Huitson d 250,000 -
Keith Vuleta i 250,000 -
Total $1060,282.486 $733,622
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&,

€.

Notes

The directors are of the view that these amounts (totalling $733.622) ave fully
recoverable by the Company. We are currently making our own independent
assessment as to the recoverability of these amounts, including corresponding
with the Australian Tax Office to obtlain written confirmation of the amounts
due, and establishing the Company’s legal position with regards to debts owed
by Matthew Gill and Alison Jones. Our preliminary view is the latter two debts
are fully recoverabie. We also note that both Territory and India have made
significant claims against the Company and therefore, subject to determination
of these claims, the amounts due by them may not be recoverable.

A further update to creditors on the Administrators” view of the estimated
amount and siming of the recovery of the Company’s debtors will be provided in
our supplementary report to creditors.

The directors are of the view that a significant amount (approximately $99m) of
the amounts owing are not recoverable, as they represent intercompany loans
within the Monarch Group. Whilst the Administrators will conduct further
investigations into the recoverability of these funds, we are of the preliminary
view that a portion of the intercompany leans may be uareceverabie.

The directors advise that Monarch Landholdings Piy Ltd, formerly a subsidiary
of Monarch, was sold in January 2008. We understand this amount was to be
written off and accordingly, it will not be recoverable.

These items represent limited recourse loans to directors {approved by
shareholders on 14 August 2007). The Administrators are currently reviewing
the terms of these loans in conjunction with any employee entitlements owing as
at the date of appointment and will also determine any right to set off amounts
owed by the Company to these directors.

2. Cash ar Bank and Cash on Hand

The directors” advise that ar 10 July 2008 the Company had the following bank
accounts:

a) National Australian Bank Cheque Account 910,647

by Perty Cash heid 5200

Total Cash at Bank & Cash on Hand

The actual balance in the bank account upon our appointment was
$1.077.104.62. These funds were transferred nto a separate bank account

controlled by the Administrators and are being applied to the ongoing trading of
the Company.

A contract o purchase the Mount Magnet project was mutually terminated
shortly following the appointment of Administrators as a result of Monarch’™s
mability to meet the required tfunding and other conditions precedent. The
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contract expressly stated that in the event of termination, the deposit should be
returned to Monarch. Accordingly, a $2.5m refundable deposit was received by
the Administrators on 6 August 2008. The Administrators are investigating how
the refund of the deposit to Monarch might be treated in the event of liquidation
and will advise creditors further in our supplementary report.

3. Stock on Hand

The directors” RATA details stock on hand at 10 July 2008 with a value of
approximately $24,778. Stock consists of the foliowing asset:

Gold Ingots (297 bars @35 3gms) with a net
book value of: $24.778

Total of Stock on Haned $24.778

The directors estimate a realisable value of $49.000 for this asset. The
Administrators consider this estimate is reasonable given current gold prices
fluctuating at approximately AUSS31 per gram (or approximately $966 per
ounce), however we are aware there may be a considerable expense mvolved in
extracting the gold from their current casings (the gold is enclosed in silicon
casings). The Administrators are currently making enquiries in this regard and
will report turther to creditors on the recoverability of this asset in our
subsequent report.

4. Planr and Equipment

The directors” RATA details plant and equipment as having a written down
book value of approximately $383,000 and includes office furniture and
equipment located at Level 1, 23 Ventnor Avenue, West Perth, Western
Australia.

The Administrators have commissioned a valuation of the Company’s plant and
equipment and expect a report within the next week, Therefore, we are unable
to comment at this time with regards to the accuracy of the carrying value
determined by the directors.

The Company has a term deposit with National Australia Bank ("NAB"} in the
amount of $297.000 ever which the Department of Industry and Resources
holds security. The release of these funds 1s subject to the Company mecting a
number of environmental obligations 1n refation to the Riverina Tencments. The
Administrators are currently assessing the Company’s ability to meet these
obiigations, however the directors are of the view the fuli amount of these funds
will be applied w meeting the environmental obligations.

6. Assers Subject o Specific Charyes

The directors have advised the leased equipment held by the Company has o
written down book value of $1,160.965 and an estimated realisable value of
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$664,000. The leased assets have been financed through three entities, belng
NAB, Esanda and Westpac.

The fevel of debt outstanding on these lease contracts totalled approximately
$784,523 at 10 July 2008.

The Administrators intend to review the Company’s lease obligations in
conjunction with the valuations and will provide an update in our supplementary
report to creditors.

7. Priority Emplovee Claims

The directors have estimated outstanding employee entitlements as at the date of
our appointment total $322,791, consisting of unpaid annual leave ($172,980),
unpaid superannuation ($54,909) and unpaid wages ($94,902). Pursuant to
Section 356 of the Act, employees are entitled to a priority for the repayment of
their entitlements over the ordinary unsecured creditors (and the secured
creditors to the extent of the value from the realisation of Floating Charge assets
{i.e. cash, stock and receivables)).

The above does not include a provision for termination or redundancy payments.
The Administrators have calculated these amounts for employees that have been
terminated since our appointment. The pre-appointment amounts payable do not
include amounts owing to directors (see below) and include severance ($85,450)
and payment in lieu of notice ($249,232). Further, these amounts do not include
additional termination or redundancy payments that may become due.

Employee claims will be subject to adjudication pricr to any payments being
issued by the Administrators.

The above figure also does not include an amount payable (o the current
directors of the Company. Creditors should be aware that under the provisions
of the Act certain employees of a Company, including directors and relatives of
directors, are considerad to be “excluded employees” and are mited as to the
amount they can claim as a priority payment. These priority payments are
limited to $2.000 for wages and superannuation and $1,500 in respect of annual
leave entitlements. Any claims lodged over these statutory limits are considered
unsecured claims against the Company and will rank equally with the general
body of unsecured creditors.

S, Amounis Owing and Secured by Debentures

Société Generale

Société Generale (“SocGen™) currently hoids a fixed and flonting charge
registered against the Company. We understand the charge was originally
created by SocCen to secure a facility they had agreed w provide the Monarch
Group to fund environmental performance bonds which Monarch’s subsidiary
(Davyhurst Gold Pty Lid)y was required 1o provide o the Western Australian
Department of Industry and Resources {DOIR) i relation o various renements.
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We understand that SocGen subsequently withdrew the facility, after the charge
had been registered and bonds totalling $2,961,100 had been issued to DOIR.
SocGen agreed 1o allow the Company time to arrange a replacement issuer for
the bonds provided that SocGen was provided with cash collateral on deposit by
way of additional security.

As a result, we understand that Monarch sought Territory to provide the required
funds ($2.961m) to SocGen as an interim measure prior to Territory becoming
the replacement issuer of the bonds or arranging a financier to become the
replacement issuer. Territory paid an amount of $2.61m to SocGen and was in
the process of procuring a replacement issuer of the bonds. As a result prior to
our appeintment we believe Territory was seeking to have the SocGen charge
assigned to it, however this had not occurred by 10 July 2008 when
Administrators were appointed. Territory has lodged a proof of debt in this
amount, as an unsecured creditor, in the administration of Davyhurst Gold Pty
Litd and whilst the Administrators are seeking fegal advice regarding the claim.

We wrote to SccGen immediately upon our appointment and advised that we
were investigating the above matter Tully and requested that no further action be
taken with respect to the funds they held, without consulting with the
Administrators first. However, we were then advised on 26 July 2008 that
SocGen had transferred the full amount of the §2.961m to DOIR. DOIR have
advised us this is highly unusual, and that in fact they initially refused
acceptance of the funds. We understand that DOIR sought fegal advice and
subsequently accepted the funds which we understand are being held on trust
until this matter 1s resolved. We have been advised that DOIR may seek to set
off the amount against environmental labilities attached to the Davyhurst
tenements. We are seeking fegal advice on this issue and will be in a position to
update creditors at the forthcoming creditors meeting.

Territory Resources Limited (Territory)

As a separate matter, Territory has a fixed charge registered against the
Company. Our preliminary investigations ravealed two issues. Firstly, there
appear to be some inconsistencies with respect to the registration of the charge
which may bring its registration into guestion (fatlure to correctly register a
charge may render it void against an Administrator). Secondly the charge
purporiedty charges the Company’s interest in the Minjar Gold Project. The
assets comprising the Minjar Gold Project are legally and beneticially owned by
Minjar Gold Pty Limited. not the Company.

In summary. our prefiminary view is that the charge, whilst technically valid.
does not charge any assets of the Company. Accordingly, we have shown
Territory’s Tull debt as an unsecured claim agaiast the Company. It 1t hecomes
necessary (o do so, we will seek further legal advice on the relevant issues.
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8, Unsecured Credirors

The directors’ RATA details the level of unsecured creditors of the Comypany as
$6,427,789 at 10 July 2008. This amount is comprised of the following:

Trade Creditors $884.309.13
India Resources Lid $3,500,000.00
Crawley Investments Pty Ltd $1,750,000.00
Australian Taxation Office $293.480.00
Total Unsecured Creditors $6,427,789.13

As detailed in note 8 above, it would appear Territory’s claim over Monarch
totalling ($24.5m} is secured by a fixed charge, fixed over no assets owned by
this entity. Accordingly, the Administrators consider Territory have an
unsecured claim against Monarch, significantly increasing the value of
unsecured creditors in the directors’ RATA (to approximately $29.7m).

A final creditor position cannot be fully determined until formal proofs of debt
have been called tor and adjudicated upon. It is likely this figure will increase
with the receipt of invoices and accounts from trading in June 2008.
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7.

STATUS OF ADMINISTRATORS’ NEGOTIATIONS
WITH INTERESTED PARTIES

Advertising for Expressions of Interest for the acquisition of all or part of the
Company’s assets, or for a recapitalisation and restructure of the Company
commenced on 16 July 2008. A summary of the Admintstrators’ timetable for
advertising is set out below:

Day & Date Publication

Wednesday 16 JTuly 2008 The West Australian

Saturday 19 July 2008 The West Australian

Saturday 26 July 2008 The West Australian

Wednesday 30 July 2008 The West Australian

PITCHER PARTNERS

Wednesday 6 August 2008

Australian Financial Review

Wednesday 6 August 2008

The West Australian

Wednesday 13 August 2008

Australian Financial Review

Wednesday 13 August 2008

The West Australian

Wednesday 20 Avgust 2008

Australian Financial Review

September 2008

Resource Stocks

It 1s our mtention to continue o advertise in the current form over the coming
weeks to ensure the market is fully tested.

Furthermore, we are contacting parties from our own database that we consider
may have a strategic it

The Administrators have commenced preparation of a data room that will be
available to interested parties after they have satisfied a number of criteria.
The process for marketing and any subsequent sale of assels or restruclure can
be summarised as follows:

* Continuation of advertising campaign; and

= Receipt of expresstons of interest (more than 60 to dute).

The interest to date has been diverse. from an interest in individoal assets and
tenements, to restructuring the Group as a whole. Each of the parties has been
advised that they will shortly be issued with a letter detailing the sale process
and a Confidennality Agreement ("CA™) Tor completion and return.
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= An Information Memorandum (“IM™) is cuwrrently being compiled. On
completion, each of the interested partics will be invited te proceed to the
next step, whereby they will be required 1o pay a fee of $500 and will be
provided with a copy of the IM. The purpose of the fee is two-fold, firstly to
contribute to the costs of the advertising program; and secondly 1o ensure the
Administrators” time and effort s focussed on serious parties.

= Interested parties will then be asked to lodge formal Expressions of Interest
detailing specific assets they are interested in (or the preliminary terms of any
restructure of the Group, if applicable) and subject to Due Diligence, an
indicative price range.

¥ After receipt of formal Expressions of Interest, the Administrators and their
corporate advisors will organise to meet each party to obtain clarification on
specilic terms of any offers received and to gain comfort as to the ability of
each party to complete their proposed transaction. We would anticipate
through this process we will also be able to rank the interests.

= Based on the abovementioned ranking, a shortlist will be derived and we will
organise for each party to conduct Due Diligence at the Company’s West
Perth offices, where a dedicated Data Room will be set up. Interested parties
will also be offered the opportunity to visit relevant mine sites. Parties
wishing to conduct Due Diligence may be asked to pay a refundable deposit.

= After Due Diligence is completed we will seek formal offers.

* Finally, formal offers will then be negotiated.

During the above process we will held discussions with major creditors for their

input and comments. We will also Liaise with the Committee of Creditors as

required.

Subject to the major creditors’ approval, the interested parties will be assessed

on the following criteria;

= Value;

= Timing of the payment of funds from the proponent;

= Qur assessment of the nature ol any conditions precedent Lo the proposal and

ability of the final offeror/proponent and the Company to meet them,

# Our assessment of the prospects of the preponent 1o raise any funding
required o complete the transaction; and

¥ The quality. reputation and credibility of the proponent.
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8. ADMINISTRATORS’ INVESTIGATIONS
As Administrators, we are required pursuant to Section 438A of the Act to
investigate the Company’s business, property, affairs and financial
circumstances with a view to forming an opinion as to the course of action
which would be in the interests of creditors generally. The options available to
creditors are detailed in section 10 of this report.

in addition, the Administrators are required to investigate and identify any
offences, recoverable (i.e. voidable) actions and/or insolvent trading which may
lead 1o a recovery of funds by a Liquidator, if appointed. A summary of the
various types of investigations conducted by the Administrators to determine the
recovery actions (if any} availabie in hquidation 1s set out in Annexure A.

8.1 Summary of Offences Under the Act

Section 438D of the Act requires an Administrator to lodge a report with ASIC
if it appears that:

= A past or present officer, or member, of the Company may have been guilty
of an offence in relation to the Company; or

' A person who has taken part in the formation. promotion, administration,
management or winding up of the Company may have misapplied money or
property of the company or may have been guilty of negligence, defauli,
breach of duty or trust in relation to the Company.

On the following page we set out a table summarising the relevant offence
provisions under the Act and our comments as 1o whether further investigations
are warranted.
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Section  Nature of Offence Further Further
Number Investigation Investigation
Warranted  Unwarranted

180 Failure 1o exercise reasonable degree X
of care and diligence

181 Failure to act in good faith X

182 Making improper use of pesitien to X
gain advantage

183 Making improper use of information X
to gain advantage

184 Reckless or intentional dishonesty in X
failing to exercise duties in good faith

191 Failure of director to disclose interest X
in contract with company

286 Failure to keep proper accounting i
records

314 Failure 10 comply with requirements X
for financial statement preparation

4388 Failure to assist administrator, deliver X
bocks and provide information

588H Being a director at the time when an X

S88M imsolvent company incurs a debt and
there are reasonable grounds for
suspecting the company to be
insolvent

1367 Concealing, destroying, mutilating or X
falsifying and books and records

1308 Making a statemen: which is X
knowingly false or misleading in g
material particular

1309 Making. furnishing, authonsing or X
permitting any false or misleading
statement or report 1o directors,
auditors or members

Page 30




PITCHIR PARTNERS

Monarch Gold Mining Company Limited
{Administrators Appointed) (Receivers & Managers Appointed)

8.1.1 Directors’ Statutory Duties

Our preliminary review of the possible breaches of other directors’ duties prior
ta the commencement of the Administration focused on section 180(1) of the
Act which imposes a duty upon directors to exercise & proper degree of care and
diligence in the conduct of their duties as directors, and section 182(1} of the
Act where an officer or employee of a corporation must not make improper use
of his or her position to gain, directly or indirectly, an advantage lor himself or
herself or for any other person or to cause detriment to the corporation,

Where it is considered this duty has not been fulfilled, the ASIC may bring an
action for a civil penalty order against the Directors, In addition, a Liquidator
may also bring an action against the Directors for the amount of any loss
suffered by the Company pursuant to Section 1317HA(T) of the Act.

Whilst our preliminary investigations have not revealed any examples of
offences in relation to section 180 of the Act, the size of the debts in the Group
warrant further investigations before our final conclusions are made.

8.1.2 Maintenance of Books and Records and other
Statutory information

The Company maintained monthly management and financizal accounts in a

computerised accounting package (Pronto) and prepared annual audited

financial accounts.

Monarch has traded on the ASX since 29 October 2002, Whilst our
investigations are continuing, we are not aware of any breaches of the ASX
Listing rules or the Corporations Act that required the involvement of either the
ASX or ASIC during this period prior to our appointment.

Further, we have sighted and reviewed copies of “board packs™ prepared for
each board meeting over the last 12 months. These documents were extremely
comprehensive and contained the level of detail we would expect of a histed
public company in order for a board to be kept fully updated regarding the
Group and in a position to make informed decisions.

Our mitial investigations have not revealed any issues with respect 1o the
Corporate Governance of the Group, however these investigations are
continuing,

Our preliminary review indicates the financial accounts and statutory
information are adequate for an entity of this type.

The auditors issued an unqualified independent Audit Report For the financial
year ended 30 June 2006, however they noted an inherent uncenainty regarding
the going concern of the Group. From our review of the 30 June 2007
independent Audit Report and the subsequent 31 December 2007 independent
Auditers” Review Report 11 appears the auditors were satisfied the Compuany had
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eliminated any going concern issues, and no further issues were revealed to
report to creditors.

Details of cur investigations to date in respect of section S88M are outlined
below,

8.2 Recoverable Actions

8.2.1 Preferences

In order for a preference payment to be recoverable by a Liquidator, the
transacticn must have occurred at a time when the Company was insolvent. As
stated above the Act’s definition of “insolvent™ is determined with reference to
the term “solvent” which is defined as “...when a Company is able to pay all its
debts as and when they fali due”. By definition therefore, a Company is
imsoivent when it is unable to pay all its debts as and when they fall due.

Recipients of alleged preference payments may have the opportunity to raise
several defences available to them under the Act. These defences include, that
they received no benefit from the transaction or that the payments were received
in good [aith and that at the time the person received the benefit the person had
no reasonable grounds for suspecting that the Company was inscelvent or would
become insolvent.

In reviewing the merits of pursuing any of these potential preference payments,
consideration must also be given to the costs of pursuing these potential claims.
Other factors that should also be taken into consideration are:

» The creditor’s knowledge of the Company’s solvency or isclvency at the
time of receiving the payvments.

®  Previous dealings between the Company and the creditor.

= The nature of the documentary evidence held amongst the Company’s books
and records.

= Any additional information discovered as a result of further investigations,

In order for a preference payment to be recoverable, it must be an insolvent
transaction and have been made within six months of the date the Company was
placed into Administration,

We have conducted a preliminary review of the relevant books and records to
determine whether any unfair preferences were granted to creditors pursuant to
section 588FA of the Act. A review of the Company’s bank statements was
undertaken in addition to an analysis of the regularity of pavments made Lo
credhitors to identify potential preference payment plans.

Our pretiminary investgations {covering the six month peried prior to our
appointment) have not identified any material pavments that may constituic a
voidable untaiy preference. however, further investigations into possible untair
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preferences will be completed during the period of the Holding DOCA and our
findings will be reported to creditors in a subsequent report.

8.2.2 Uncommercial Transactions and Unfair Loans

Our preliminary investigations have not identified any uncommerezal
transactions or unfair foans, however these investigations are continuing and our
findings in this regard will be reported to ereditors in a subsequent report.

8.2.3 Unreasonable Director Related Transactions

We are currently investigating a loan of $500,000 to a former director, Mr
Matthew Gitl. The funds were foaned on interest free terms to Mr Gill in
accordance with his contract, however when Mr Gill resigned from his position
in March 2008 (four months following his commencement in this position) the
loan was not repaid. We are currently seeking legal advice with regards to
pursuing Mr Gill for the repayment of this loan.

Our preliminary investigations have not identified any additional payments that
may constitute an unreasonable director related transaction. However we will
be conducting further investigations during the period of the Holding DOCA
and cur findings in this regard will be reported to creditors in a subsequent
report.

8.3 Inselvent Trading

There are & number of key factors that should be investigated in determining
whether the Company was at any time {(and continued to be) insofvent. This
includes a through analysis of the level of readily realisable funds available to
meet immediate financial commitments at a particalar time, and whar actually
comprises, in this case, those “readily realisable assets”.

In undertaking our preliminary review into the solvency of the Company. we
have focused on the following areas:

s The working capital position at various dates;

= The ageing of creditors at various dates {after considering both trade creditors
and [oans from other parties. such as India and Territory)

* Correspondence with creditors, including details of any payment plans, writs
and summons;

“ The balance sheet position at various dates:
= The operating pesformance over various periods; and

= The Minutes of board meetings and the contents of the board packages o
assess the information the board had available to assist them in making
imnformed decisions.

We have also had regurd to whether there is present those maiters described in

authorities as the Tusual indicia of inselvency”, namely whether there has been:
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= A history of dishonoured cheques:

2 Suppliers insisting on COD terms;

® The issue of post-dated or "rounded sum” cheques;
* Special arrangements with creditors;

» Inabifity to produce timely, audited accounts:

= Usnpaid group tax, payroll tax, workers compensation premiums or
superannuation contributions;

¥ Demands from bankers to reduce overdraft and other evidence of
deteriorating relations with bankers;

¥ Receipl of leiters of demand, statutory demands and court processes for debt;
and

= Various other information contained in the Company’s books and records.

We have provided below a summary of the various information reviewed and
our preliminary comments given the time available to date within which to
undertake investigations.

8.3.1 Balance Sheet and Operating Profit Analysis

The financial position of the Company based on its management accourts

maintained in a computerised accounting package (Pronto) for the period 1 July
2007 to 31 May 2008 is as follows:

e s Tk Tatalssels T

e

July 2007 79,099,097 3,329,999 73,769,008 (620,173)
August 2007 TR.T85.825 3,243,835 75,541,970 (685,148)
September 2007 TH,290.505 3,080,972 75,203,593 {579,180)
October 2007 88,345.042 3,113,001 %5,232.941 | (626,957)
November 2007 B7.674.471 3,100,968 84,573,503 (3,084,008)
December 2007 9, 144,670 13,303,002 BE.891.668 (3.861.707)
January 2008 107.520.471 19,461,472 88.058,999 (4.705,863)
February 2008 120387780 23,184,986 G7.202.794 (5,266,9435
March 2008 FIR.G0DE.726 22219961 96,381,765 (6.163.518)
April 2008 125,512,993 ZL104 783 1 104318212 (7.143.068)
May 2008 i 128322 848 24,679,788 ¢+ HI3,643,060 (7,6899,433)

The Company’s total assets in the balance sheet include a significant amount for
intercompany loans (between $40m and $99m during the period reviewed).
Clearty, the ehmination of these intercompany loans would considerably rmpact
the Company’s net asset position. The Adminisoators will further investigate
the recoverabihity of the various intercompany foans al various points during the
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period fcading up to our appointment to determine the Company’s true net asset
position.

The Company consistently reported a loss position during the period reviewed,
and losses deteriorated from about January 2008, The Administrators are
cuwrrently reviewing the Company’s expenditure to identify exploration and/or
development costs and will report further with regards to the Company’s
operating osses in our subsequent report to creditors.

8.3.2 Working Capital Analysis

Set out below is summary of the working capital position (current assets less
current liabilities) of the Company based on its management accounts, which
were maintained in a computerised accounting package (Pronto), for the period
1 July 2007 to 31 May 2008,

July 2007 10,723,576 2,496,484 2,496,484 §.227,002 8,227,002
August 2007 5,007,886 2,410,339 2410339 2,597,547 2,597,547
September 2007 225,550 2,313,238 2,313,238 | (2,087,688) (2,087,688)
October 2007 5,451,066 2,372,037 2,372,037 3,079,029 (3.,079,029)
November 2007 | ~ - 583,499 2,391,105 2,391,105 | (1,807,606) (1,807,606}
December 2007 996,169 2,624,641 0,624,641 1 (1,628,472) (8,628,472}
January 2008 4,947,599 2,814,852 18,814,852 2,132,747 1 (13.867.253)
February 2008 8,325,015 2,570,350 22,570,350 5,754,665 | (14245335
March 2008 521,253 2,655.565 21635565 | (2.134312) | (21,134312)
Apnl 2008 3,245,333 3,159,291 20,659,291 86,042 | (17,413,958)
May 2008 2,820,705 3071720 24,171,720 {351.015) | (21,351,015)

A deficiency in working capital may be an indication of insolvency however, in
order to obtain a greater understanding of whether the Company was insolvent,
it Is necessary to determine when the debts fell due, and what assets were
available to meet these debts at that time.

It is important to note that whilst the loan provided by Territory is classified as
“current” in the Company's balance sheet, it would appear that Territory was in
regidar consultation with the Company with regards to the Company’'s ability to
meet any repayments in the short-ferm and that Territory did not pursue the Joan
as due and payvable throughout the period of cur review. Accordingly, we have
calculated working capital during the period review both excluding the Territory
loans "Working Capitall ™) and inchuding Territory loans ("Working Capital2™).

I, Current Liabilities without Loans from Territory Resources

You will obhserve that the Company’s working capital pattern is quite different
in the absence of Louns from Termtory. In the period reviewed. the working

captial consistently fluctuated between a positive and negalive position from
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September 2007. As mentioned previously, the fact that the Company had a
negative working capital position does not necessarily equate to its insolvency.

From the table above, it is quite clear the Company’s working capital was
restored {0 a positive position at times during the period. The Company relied
upon several sources, including GST refunds, diesel fuel rebates, capital raisings
and further funding commitments from Territory. We note that the Company
raised approximately $18.9m between 26 February 2008 and 18 March 2008
from share placements and a renounceable rights issue.

2. Current Liabilities with Loans from Territory Resources

The Company’s working capital deficiency when loans from Territory are
included increased significantly during the period reviewed. From the analysis
above, it would appear that the Company’s alternative sources of funding
enabled it to meet payment of 1fs debts as and when they fell due (refer to
section 8.3.3 of this report for an ageing of creditors analysis).

{t1s the Admanistrators view that the Company’s expectations regarding the loan
repayment terms extended by Territory from time to time leading up to the
appointment of the Adminmstrators is a key 1ssue requiring further investigation.
Accordingly, the Administrators will update creditors regarding their findings in
their subsequent report o creditors,

8.3.3 Ageing of Trade Creditors and Liguid Assets

Set out on the following page is a schedule illustrating the ageing of the
Company’s trade creditors and the current assets as recorded in the Company’s
management accounts maintained in a computerised accounting package
{Pronto) for the period 1 July 2007 to 10 July 2008,

When classifying liquid assets, consideration must be given to the timing
associated with converting the asset to cash. In this case, the Company’s cash,
inventory and accounts receivable assets comprise available liguid assets.

Our preliminary review indicates that by 30 June 2008 trade creditors exceeded
liquid assets by $592,736, however at this time only 4% of trade creditors were
aged 60 days or greater and trade creditors aged greater than 90 days were nil,
Based on our review, the Company was experiencing ditficulties maintaining a
solvent financial position by the end of June 2008, however. as discussed in
Annexure B, the board believed it had a reasonable expectanion they would
receive Tunding imminently during this period.

We are still reconciling the aged trade creditors records as at 10 Fuly 2008 and
will report further on the ageing of balunces, as well as proots of debts recerved
from unsecured creditors in our subsequent repoit Lo creditors,
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8.3.4 Solicitor and Debt Collector Demands, Writs and

Summons Issued and Other Outstanding Legal Matters
Cur preliminary investigations have identified the Company entered into a
payment plan with RUC Mining Contractors (“RUC™) on 26 June 2008. A
creditor generally requests a payment plan when the debtor has experienced
difficuity in recovering a debt well beyond s normal trading terms. In this case
RUC detailed a payment plan in respect of a May 2008 invoice (totalling
$1,281,123.58) and expected future invoices, stating they bhad specific concerns
regarding the solvency of Monarch, and consequentiy Mt ida. We have not
identified any writs or summonses specifically lodged in respect of the
Company.

We have found no further evidence of any formal demands from creditors,
however we intend to investigate further and provide any additional details in
our subsequent report to creditors.

8.3.5 Defences

It should be aoted that subject to any valid defences that are available to the
directors, the maximum amount recoverable from the directors pursuant to
Section 588M of the Act would be limited to the total credit incurred after the
date of insolvency and still cutstanding to creditors.

It can be difficult for a Liquidator to pursue directors for insolvent trading in the
event of liquidation due to the defences that may be raised by a director, as
outlined in Annexure A.

It has been determined that the onus of proof with respect to the defences lies
strictly with a director on the balance of probabilities and that the grounds on
which the director forms the view on the Company’s solvency or ctherwise must
be reasonable. Furthermore, a director is not entitled to hide behind ignorance
of the Company’s aflairs which is of his/her own making, or if not entirely of
their own making, has been contnbuted to by their own failure to make further
necessary enquiries.

We expect the directors may argue that at all tines they had a reasonable
expectation funding was about to become avalable, intially from Tesnitory until
25 June 2008, and then in the following weeks in the lead up to the appointment
of Adnimstrators they had a reasonable expectation that My Kiernan and s
family would provide the Group with funding that would restore the Group’s
financial position,

The Courts will generally allow directors o reasonable timeframe to consider
and pursue options that may reasonably return the Company to solvency. 1t wiil
be necessary to conduct further mvestigations before the Admimistrators form
their final opinton with regards 1o the solvency of the Group. Accordingly. the
Administrators will be focussing our further imvestigauons m relation Lo the
fellowing:
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»=  Expectations regarding the timing of loan repayments to Territory and
India;

#  The reasonableness of budgets and mine plans being relied upon by the
directors. We note that it may be necessary to commission the services of
an expert in this regard;

= The future financial position of the Group had funding expectations been
achieved (based on expert advice regarding the mine plans and budgets) and
the probability of the Group achieving viable operations in the longer term.

We will provide creditors with our final opinion regarding the solvency of the
Company in our subsequent report to creditors.

8.4 Other Investigations
8.4.1 Holding Company Liability

Pursuant to Section 388V of the Act, a holding company also has a duty to
prevent its subsidiary from incurring a debt when its subsidiary is insolvent or
when there are reasonable grounds to suspect that its subsidiary is or would
become insolvent as a result of incurning the debt.

A holding company would fatl to fullill that duty if the holding company was
aware there were grounds for suspecting its subsidiary was or would become
insolvent as a result of incurring the debt or a reasonable person in a like
positien would be aware of such grounds. If a holding company contravenes
Section 588V of the Act, then an application for a civil penalty order against the
holding company may be made to the Court to obtain compensation for the loss
incurred by the subsidiary company equal to the value of the debts incurred
subsequent to the date of insolvency.

Section 588X of the Act specifies the following defences which may be raised

by a holding company and its directors:

I, The holding company and each relevant director had reasenable grounds to
expect and did expect that the subsidiary was solvent and would remain so.

2]

The holding company and each relevant divector had reasonable grounds 1o
believe and did believe that a competent and reliable person was providing

adequate information to the holding company and based on that information
the holding company expected 1ts subsidiary to be solvent and to remain so.

A director of the holding company did not take part in the management of

L

the holding company at the time when the subsidiary ncwrred the debt due
to iflness or other good reason.

4. The helding company took all reasonable steps 1o prevent its subsidiary
from incurring the debt
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The Company has eleven subsidiaries. Our investigations adicate that upon our
appointment, the following five of these subsidiaries were frading and incuiring
liabilities in their own capacity:

* Davyhurst Gold Pty Ltd

« Mt Ida Gold Operations Pty Ltd

= Mount Magnet Gold Pty Lid

= Minjar Goid Pty Ltd; and

= Siberia Mining Corporation Pty Lid,

Accordingly the above provisions of the Act could apply.

These Companies were reliant on Monarch as their primary source of financial
support as the various mining projecss were largely in a development and/or
exploration phase. Accordingly, our investigations regarding the solvency of
these Companies are continuing and we will report our findings in our
subsequent report to creditors.

8.5 Summary of Investigations by the Administrators as to
the Solvency of the Group, and Continuing Investigations
To assist us o review the large volume of information relating to this issue we
have divided our analysis into a number of key periods:

W ] July 2007 to 31 December 2007,
* 1 Janvary 2008 to 31 May 2008; and

o | June to 10 July 2008 (the latter date being the date Administrators were
appointed).

Our investigations to date reveal that during the first six month period the
Davyhurst mine experienced significantly higher production costs than forecast,
and correspending trading losses. The Group, however continued to meet its
creditor payments within terms. We intend conducting further investigations to
confirm this conclusion, however it appears that significant capital raisings
during this period (including $11m raised in October 2007) may have assisted
the Group to operate with a positive cash flow despite the Group’s $12.79m
operating loss for the 3 months ended 30 September 2007,

During the period 1 Japuary 2008 10 31 May 2008 the financial position of the
Company and the Group deteriorated further, principally due o the under
performance of the Davyhurst mine, which resutted i operations being
suspended on 14 June 2008,

[t appears it was only due to the provision of additional Toan funds by Territory
($19.3m), that the Group was able (o continue 1o meel its immediate
commitments. The Group appears (¢ have been under some Bnancial stress at
this time, and theve is evidence 1 the Group’s books and records that
management and the board were mindful of the Group's solvency pesition. 1t

Puage 40




PITOHER PARTNERS

Menarch Gold Mining Company Limited
(Administrators Appointed) (Receivers & Managers Appointed)

appears one of the considerations taken into account by the directors of the
Group of Companies at this time was the availability of funds from external
third party sources to permit them to continue to meet financial obligations, and
we are assessing if this was a permissible matter to take inio account when
considering the varicus Group entities’ solvency. These investigations are
necessarily complex and we expect them to take some time before we can make
decisive conclusions.

We will be focussing on a number of matters including:

* The ageing of creditors at various dates during this period;
* The financial position at various dates; and

» The timing of receipt of funds, in particular loan funds and the expectations
of various parties (the Company and the loan providers) in respect of the
timing of receipt and subsequent repayment of these funds.

in addition, we are examining the period from 1 June 2008 to 10 July 2008,
During this period (on or about 20 June 2008) Territory management advised
Maonarch management they wanted an external advisor to review the Group’s
financial position before committing further funding of $4m the Group was
seeking from Territory.

At Annexure B we provide a more detailed analysis of preliminary

investigations undertaken by us in relation to the solvency of the Monarch
Group.
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9,

SUMMARY OF ACTIONS DURING THE
ADMINISTRATION

We have outlined below some of the matters which have been attended to during
the period 1n which the Company has been under the control of Administrators:

Attended 1o statutory requirements of the appointment, including lodgements
with the ASIC and nofifications to various paries;

Prepared and sent circulars to creditors regarding the current status of the
Company and future divection;

Secured assets, met with employees, implemented detailed procedures for the
control of day to day trading and incurring expenditure for the care and
preservation of assets;

Convened and conducted the first meeting of creditors, including
netifications and advertisements;

Drafted this report to creditors including conducting investigations into the
Company’s affairs and potential recovery actions; and

Various other matters, as summarised in the remuneration report annexed to this

epo It.
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16. OPTIONS AVAILABLE TO CREDITORS FOR THE
FUTURE OF THE COMPANY
Creditors may vote at the second meeting of creditors for one of the following
three oplions:

5 Vole to end the administration; or

= Vote to enter infe a Deed of Company Arrangement with the Company; or
* Vote to wind up the Company.

Comments on each of these alternatives are provided below.

Alternatively, creditors may choose to adjowrn the second meeting for a period
of up to 45 business days.

10.1The Administration ends

Should creditors resolve that the Administration end, the Company will be
placed back into the hands of the existing Directors and the appeintment of the
Administrators will be terminated. Given that the Company is sow insolvent,
creditors of the Company may then have to petition the Court to have the
Company wound up af their own expense.

10.2The Company executes a Deed of Company Arrangement
As detailed above, we intend on conducting further investigations into the
Company’s business, property and affairs. In addition, expressions of interest
are being sought for the sale of the Company’s assets and/or the restructuring of
the Group. Accordingly, we intend to propose a DOCA so as to allow the
Administrators time to conclude their investigations into the Company’s affairs
and conclude their dealings in relation to the sale of the Company’s assets
and/or a restructure of the Company’s share capital with a view to re-listing the
Company on the ASX for the benefit of creditors and members.

Creditors should also be aware that there is significant benefit in retaining the
Company’s ASX listing {(which cannot occur in a liquidation scenario.) Our
Firm has achieved returns of significantly greater than $1m for the restructuring
of listed public companies. These funds would not be avaitable in a liquidation
SCENAN0.

Under the proposed DOCAL the aim is w provide the Administrators time 1o
accommodate the above so as 1o ensure that the return to creditors of the
Company ts maximised and the objectives of Section 435A of the Act are met.
If our subsequent investigations determine the return to creditors is maximised
by the Liguidation of the Company, we will immediately convene o meeting of
creditors o terminate the DOCA and hquidate the Company.

To this end. 15 our wtention 1o 1ssue a report to creditors as soon as practical
after the completion of our further investigations and upon the conclusion of
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negotiations with interested parties for the sale of the Company’s assets and/or
the restructuring of the Company. We will endeavour to 1ssue this report prior
to 30 November 2008 (sec expected timeframes for dealing with interested
parties at section 7 above).

The main terms of the proposed DOCA are:
1. The assets of the Company will remain under the control of the
Administrators, who will then be known as the Deed Administrators. The

powers of the directors and other officers of the Company will continue to
be suspended during this period;

i_\_)

The Deed Administrators will continue 1o have power to act on behaif of the
Company to, amongst other things, operate the various businesses and
assets owned by the Company; execute agreements; issue shares:; lend or
borrow funds; setl assets; remove directors; compromise claims, and
commence or defend litigation brought on behalf of or agamnst the
Company;

3. Creditors' ability to seck to recover the Companies’ indebtedness to it will
remain suspended;

4. The Deed Administrators will continue to act in the best interest of creditors
and investigate the affairs of the Company, to assess and determine which
course of action will produce the best return to creditors as a whale;

tn

The Deed Administrators wili assess creditor claims which arose prior to 10
July 2008 (including claims by creditors who claim to hold security, and the
claim(s) of entities which comprise the Monarch Group), and determine the
Companies’ hiability for, and quantum of each claim;

6. The DOCA will continue to operate until a further meeting of creditors is
convened later this year, when the Admunistrators have finalised their
investigations;

7. The remuneration of the Administrators will continue to be calculated in
accordance with the Pitcher Partner (WA} scale of fees, plus disbursements,
GST and, where applicable, interest;

8. The Deed Admimstrators will prepare and provide to creditors a further
report which will set out the results of their investigations, and recommend
1o creditors o course of action they think 15 in creditors’ best interests; and

9. Upon finalisation of the report referred 1o in the preceding paragraph, the
Deed Administrators will convene a further meeting of creditors. al which
creditors will be asked to vote on what they wish the Deed Administrators
1o do.

As the purpose of the proposed DOCUA s to provide the Administrators

addional vime in which o investigate the Company's affairs, there wilt be no

dividend paid to creditors unless creditors vole o amend to proposed DOCA, or
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untit after the meeting of creditors the Administrators propose to convene late
this year, when they have fintshed their investigations.

The proposed DOCA will also not affect the entitlement of secured creditors or
lessors to realise or deal with their property, or prevent claims being made
against third parties such as directors of the Company.

In our opinion, this proposal currenily provides a better alternative to creditors
than the immediate liquidation of the Company. [t does not exciude the
possibility of winding up the Company whilst allowing the Administrators to
conclude thé negotiations for the sale of the Company’s assets and/or a
restroeturing of the Company for the benefit of both the secured and unsecured
creditors of the Company.

It the terms of the DOCA detailed above are acceptable to the majority of
creditors present at the second creditors’ meeting, then a formal DOCA
document will be executed by the Company in due course but no later than 15
business days after the creditors” meeting.

We note that should the above DOCA proposal not be acceptable to creditors,
but creditors still favour the review of possible restructuring opportunities, then
they may reselve to adjourn the second creditors meeting for up to 45 business
days to consider alternatives. This of course will reqaire creditors to attend a
further meeting within the 45 business day period to pass a resolution on the
Cempany’s future.

16.3The Company is placed into Liquidation
Should creditors resolve at the second meeting of ereditors that the
administration be terminated and the Company be wound up, the Company will
be placed into bguidation and the Administrators will become the Liquidators.

The Liquidator will conclude a sale of the Company’s assets, complete
investigations into the Company’s past affairs, the conduct of the Directors and
the potential for recoveries under the voidable transaction provisions of the Act.

A restructuring of the hsted entity is not available in liquidation.

The Admunistrators will provide creditors with a detailed summary of the
estimated reahisable values of assets and labilities in both a DOCA (if a
proposal is received) and higuidation scenario in their subseguent report (o
creditors. At this preliminary stage. due to continuing investigations and n the
absence of sulficient ume w conclude negotiations with interested parties, we

are unable to provide creditors with a meaningbul summary of expected retumns.

Therefore. we have notincluded the table of comparisons required by the IPA
Guidelmes as 1t is unfortenate the guidehines do not contemplate the use of o
Holding DOCA 10 order to gather the information necessary 1o give the table
meaning. We will inchude o table of comparisons in compliance with the

guidelines in our next report.
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I1. ADMINISTRATORS’ OPINION ON THE OPTIONS
AVAILABLE TO CREDITORS

Pursuant to Section 439A(4)(b) of the Act, we have provided below our opinion
on each of the options available to creditors.

11.1 Whether it is in the Creditors” interests for the
Administration to end

It is our opinion that it is not in the interests of creditors that the Administration
end, as the Company is insolvent and in the absence of outstanding debts being
satisfied, unsecured creditors of the Company may continue to pursue the
Company for these debts.

11.2 Whether it is in the Creditors’ interests for the Company
to execute a Deed of Company Arrangement
It is the Administrators’ opinton from the tinformation available, that 1t 1s in the
creditors’ interests that the Company enter into a DOCA substantially in
accordance with the terms as cutlined in section 10.2 of this report.

The reasons for this conclusion are as foliows:

® There is the potential for unsecured creditors to receive a better dividend
under a DOCA than may be the case in the immediate liguidation of the
Company.

= The DOCA allows the Administrators to pursue the possibility of the
restructuring of the Company and/or realising further value for the benefit of
the creditors and shareholders of the Company. Restructuring of the
Coempany or Group may allow additional consideration to be achieved
together with adding flexibility on how to achieve value that is not achievable
i a standard sale format.

Should creditors decide at the second meeting of creditors to reselve that &
Company enter into a DOCA, then within 15 business days of the meeting, the
DOCA must be executed by the Company. Following the execution, the DOCA
will be enforced and all claims against the Company that arose prior to the
commencement of the Administration will be dealt with according to its terms.
Further, where creditors decide that the Company should enter into a DOCA,
then creditors (including secured creditors to the extent that they have voted
upen or execuled the DOCA)Y are not entitled to act in a manner that iy
inconsistent with s terms,

P1.3Whether it is in Creditors’ interests for the Company to
be wound up

It 1s the Administrators” opinion that 1t is not currently 1n the interests of

creditors that the Company be wound up. The objectives of the Administration
are best served by the proposed DOCA and we believe greater value may be
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achieved by all stakeholders through the DOCA. Accordingly, it is for this
reason that the proposed DOCA has been recommended.

The Administrators are currently formulating a fiquidation scenario for creditors
to consider and compare in relation to any DOCA proposed in our
supplementary report to creditors. At that time, the Admimstrators will be in a
position to provide creditors with more meaningful information with regards to
the recoverability of assets in a liguidation scenario, enabling creditors to make
an informed decision regarding the future of the Company.

We look forward to discussing the contents of this report with you al the
forthcoming meeting.

Page 47




PITCHER PARTNERS

Monarch Gold Mining Company Limited
{(Administrators Appointed) (Receivers & Managers Appointed)

12, ADMINISTRATORS’ REMUNERATION
As referred o in owr circular to creditors and suppliers dated 11 July 2008, the
Administrators’ fees will be calculated on a time basis, applying our standard
hourly rates.
12.1 Remuneration incurred to date
The fees incurred by me as Administrator and my staff in respect of the
Administratioirio 7 August 2008 were $181,906.07 eéxcluding GST and

.

standard scale of fees:

Classification Standard Rate
Director $490
Associate Director $450
Senior Manager 5395
Manager $360
Assistant Manager $260
Senior 2 $230
Senior 1 $195
A2 $185
Graduate 5145
Paraprofessional $110
Secretary/ WPO $95

At the forthcoming meeting of creditors we will be seeking approval of this

rermuneration.

In compliance with the Insclvency Practitioners Association of Australia Code
of Professional Practice and the requirements of the Corporations Act 2001, we
set out at Annexure C our remuneration report in respect of the Administration
to 7 August 2008,

i2.2Future Remuneration
When creditors meet on 25 August 2008 we will ask for approval to be paid
remuneration for services rendered from 8 August 2008 through to the end of
the deed administration or iquidation as the case may be, as follows:

Ha DOCA s approved, then we will seek remuneration for the administration
and deed administration not 1o exceed $606.993, plus GST and disbursements;
or alternatively if creditors resolve to wind up the Company, we will seek

remuneration for the administravion and liguidation, not o exceed $1.043,256.

In each alternative, the period of remuncration will commence from 8 August
2008 through to the end of the deed administration or iquidation as the case
may be. The Holding DOCA amount equates to approximacely $12 1,000 per
month of the proposed Holding DOCA 1f 1t continues to 31 December 2008,
These fees may be reduced significantly if the Holding DOCA exists for a
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shorter period of time. The liquidation amount equates to approximately
$41,000 per month of the proposed liquidation if it continues for a period of two
years, which is highly likely in an administration of this size and complexity.

A summary of the expected major tasks and costs refating to the professional
services under both deed administration and liquidation for the period is set out
at Annexure C. You will note that the approval sought under each available
outcome does not vary in amount however it does vary the remuneration
incurred in respect of the category of work.
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13. CONCLUSION
We look forward to discussing the content of this report with you at the second
meeting of creditors on Monday, 25 August 2008 at 9.30am WST.

In the meantime should vou have any queries i relation to the contents of this
report please contact either Mir Sam Glidden or Mr Steve Wood of this office.

Dated this 15" day of August 2008

CHRISTOPHBER MUNDAY
Joint and Several Administrator
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Offences
A summary of offences that may be identified by the administrator:

180 Failure by officer 1o exercise a reasonable degree of care and diligence in the exercise of his powers and
the discharge of his duties.
181 Faiture to act in good faith.
S 182 Making improper use of position as an officer or employee, 1o gain, directly or indirectly, an advantage.
: 183 o Mamnq iﬁﬁrééer qse of in.f.(;rmation acquired by virtue of his position.
184 Reckless or intentional dishonesty in failing (0 exercise dulies in good faith for proper purpose. Use of
position or information dishonestly to gain advaniage or cause detriment.
: ZOé.A . Cemravenmg. an.o.rd.er.;against. ta%.(in.g éar;[ W‘It.1 maﬂagem@ﬁi Gf”a co.r;;;oralio.{.l.
~208A, B Taking part in management of corporation whi!.e being an Insolvént Lm.d.e.r .em adm.in.isi.ra.!io.n...
~ Z06A, B Acting as a director or promoter or taking part in the management of a company within five years afler
: - conviction or imprisonment for various offences.
209{3) Dishonest failure 10 observe requirements on making leans Lo directors or related companies.
2547 ~ Paying dividends excepi out of profits.
288 Faliure to keep proper accounting records,
312 Obstruction of auditor.
314-7 Failure to comply with requirements for financial statement preparation.
4370 Performing or exercisiﬁg a function or power as officer while a company is under administration.
437[H15) Unauthorised dealing with company's property during administration.
438B(4) ?aHure hy directors o assist administralor, deliver records and provide information,
438C(5) Failure to deliver up bo.oks and records to administrator.
580 Faiture to disclose property, concealed or removed praoperty, conceated a debt due (0 the company,

altered books of the company, fraudulently obtained credit on behali of the company, material omission
from Heporl as to Affairs or false representation to creditors.

Voidable Transactions
Preferences

A preference is a transaction such as a payment between the company and one or more of its creditors, in
which the crediior receiving the payment is preferred over the genaral body of creditors. The relevant time
period is six months before the commencement of the liguidation. The company must have been insolvent at
the time of the transaction, or become insolvent as a result of the transaction.

Where a creditor receives a preferred payment, the payment is voidable as against a liquidator and is liable to
be paid back to the liguidator subject to the creditor being able {o successfully maintain any of the defences
available {0 the creditor under either the Gorporations Act.

Uncommercial Transaction

An uncommercial transaction is one that it may be expected thal a reasonable perscn in the company's
circumstances would not have entered into having regard to:

s the benefil or detriment 1o the company;
. the respective benelits to other parties; and,
" any other relevant maltar.

Te ba voidable. an uncommercial transaction must have occurred during the two years before the liquidation.
However, if a related entity is a party to the transaction, the time period is four years and if the intention of
the transaction is to defeat creditors, the time period is fen years.

Insclvency Praciitioners Association of Auslralia ABN 28 002 472 362
33 Erskine Street, GPO Box 3%21, Sydney NSW 2001 P+ 81 2 9290 5700 F + 681 2 9290 2820 www.ipaa.com.av



The company must have been inscivent at the time of the transaction, or become insolvent as a result of the
transaction.

Unfair Loan

Aloan is unfair if and only if the interest was extortionate when the loan was made or has since become
extortionate. There is no time limit on unfair loans — they only have to have been entered into any time on or
before the day when the winding up began.

Arrangements to avoid employee entitiements

H an employee suffers loss because a person (inciuding a director) enters into an arrangement or iransaction
to avoid the payment of employee entitlements, the liquidaior or the employee may seek to recover
compensation from that person. it will only be necessary to satisfy the court that there was a breach on the
balance of probabilities. There is no time limit on when the transaction cccurred.

Unreasonable payments to directors

Liquidators have the power to reclaim "unreasonable payments”™ made 1o dirgctors by companies prior to
liguidation. The provision relates to transactions made to, on behalf of, or for the benefit of, a director or
close associate of a director, To fall within the scope of the section, the transaction musi have been
unreascnable, and have been entered into during the 4 years leading up to a company's liguidation,
regardless of its solvency at the time the transaction occurred.

Voidable charges

Certain charges are voidable by a liguidator:

s Floating charge created with six months of the liquidation uniess it secures a subsequent advance;
e Unregistered charges; and
. Charges in tavour of related parties who attempt to enforce the charge within 8 months of its creation.

insolvent Trading

in the following circumstances, directors may be personally liable for insolvent trading by the company:

. a person is a director at the time a company incurs a debt;

. the company is insolvent at the time of incurring the dabt or becomes insclvent because of incurring the
debt;

. al the time the debt was incurred, there were reascnabte grounds to suspect that the company was
insolvent;

. the director was aware such grounds for suspicion existed; and

. a reasonable person in a like position would have been so aware.

The law provides that the liguidator, and in certain circumstances the creditor who suffered the loss, may
recover trom the director, an amount equal to the loss or damage suffered. Similar provisions exist tc pursue
holding companies for debts incurred by their subsidiaries.

A defence is available under the law where the director can establish:

s there were reasonable grounds to expect that the company was solvent and they actually did so
expect:

. they did not take part in managemaent for iliness or some other good reason; or,

® they took all reasonable steps fo prevent the company incurring the debi.

The proceeds of any recovery for insolvent trading by a liquidator are available for distribution to the
unsecured creditors before the secured creditors.

I'mporiant note: This infermation sheat containg a summary of pasic information on the jopic, 11 s not 2 substituie for legal advice. Some
provisions of the law referred o may have important ex tions or quahfications. Thig document may nol cantain all of ihe infonmation about
the law or i cationg 1hat arer ant Lo vaur circgmstances.

2 axceplions and qua

Insolvency Practitioners Association of Ausiralia Credilor Information Shaet 54304 repart {2)
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Annexure B
Summary of Detailed Solvency Investigations Condueted to Date
Financial Accommodation

In assessing solvency, the Administrators must consider the funds the Monarch
Companies had available to them both from internal sources within the Group of
Companies and also, as a matter of commercial reality, monies obtained from
unsecured or secured borrowing.  Accordingly, we have had regard to the funding
provided by Territory to Monarch over the Decernber 2007 - June 2008 period when
considering the ability of the Companies to meet debts as and when these fell due for
payrment.

The Courts have found that we should take into account “the immediate availability of
Sunds from unsecured loans made by directors or other related parties in assessing
solvency, provided that the loan terms are such as to exclude the loan liability from
consideration as part of the company's debts due or near due”. We also need to
constder whether Territory expected to be repaid these loans according to the terms of
its loan arrangements or whether it expected these loans to be repaid once capital
expenditures, upon which the loans appear {o us o have been advanced, had realised
appropriate cashflows from mining operations.

EFrom our review of emails, correspondence between the Monarch Companies and
Tersitory, as well as our discussions with Monarch and Territory officers, 1t seems to
us that all parties committed to the funding needs of Monarch on the basis these funds
would be directed to meeting operational shortfalls and capital needs until the
Monarch Companies were cashilow positive.

It seems to us that each of these decisions, or common understanding or common
inaction, were based upon the assumptions that the mine plans and forecuasts were
reasonable and that so fong as these were reasonable, existing loans would not fall due
and in effect would continue to rollover. However, we also believe it likely that at
some point in time, the boards of those two Companies would have realised the
decision to continue rollever of loans would depend upon Teritory forming a view as
to the reasonableness of those mine reports and forecasts. That requires an
assessment to be undertaken of when (or if) those projections were reasonably based,
and continued to be reasonably based on fact and/or demonstrable assumption.

This assessment could involve the engagement of experts to assess the reasonableness
of the mine plans and attendant cashtlow forecasts and to assess. with input from
Territory whether, if it had known the true state of affairs (that is, based on whether or
not these mine plans and forecasts were reasonably prepared), it would have
continued funding and rolling cver existing funding commitiments or would have
ceased to do so al some point in time prior to June 2008,

On the basis of the information we presently have to hand, we can only say that
Territory showed a willingness to advance. and up until or about 20 June 2008,
showed a continued willingness o advance unsecured funds on deferred repayment
arrangements. il not as a matter of fegal obligation. then as a matter of commercial
reality,



At this stage of cur investigations then, it appearss to us that Monarch had the
continued support of Territory untif at least late June 2008 and would continue to have
that support until Territery gave reasonabie notice of a change 1n position. According
to cashflow forecasts, Minjar was to settle on 30 June (85,000,000), Mt Ida had
produced gold bearing ore and other funds were available to satisfy a portion of the
Territory debt at that time.

We are supported in our conclusions by the fact the Monarch Groups’ directors
continued to closely review solvency in board minutes from at least February 2008,
continued to receive and speak of the support of Territory during 2008 (up until 20
June 2008, at which time the other events described below occurred) and continued to
engage in expansion pians for Mt 1da Geld and Mount Magnet (and sought to realise
some assets by sale of the Minjar tenements). That s, solvency was a matter very
much on the minds of the boards of the Monarch Companies. Their subjective views
do not, of course, show, objectively, whether or not the Companies were solvent, but
do lend support for the view that Territory had not said or done anything before 20
June 2008 to suggest repayment dates for the loans were "imminent" or would be
enforced within any immediate timeframe. This supports our view that as a matter of
commercial reality, if not legal reality, and on the assumption the mine plans were
reasonably based, Territory remained willing and able to fund continuing capital and
operational needs of Monarch up until or about 20 June 2008.

We are further supported in these conclusions by the absence of many of the "usual
indicia” of insolvency, no doubt because Monarch were using Territory Tunding to
enable the continued repayment of its other creditors. In a liquidation, the Liguidators
would need to undertake further investigations 1o determine whether there is any basis
for attacking the mine plans, and the assumptions upon which these were founded, to
determine solvency. The Liguidators would then need to consider whether the
directors were entitled to rely upen these assumptions or to otherwise raise a defence
to a claim for insolvent trading.

Key Time Periods

We have summarised our initial investigations in respect of the Group’s solvency into
a number of separate periods as detailed below. We are continuing with these
investigations and may further report on our findings in our next report to creditors.

1 July 2007 1o 31 December 2007

Our investigations to date reveal that during this six month period Davyhurst

experienced significantly higher production costs than forecast and corresponding
trading losses. However it appears the Group continued ro meet 1ts creditor payments
within their terms. We intend conducting further investigations to confirm this
however it appears the significant capital raisings during this period (including 51im
raised in Ociober 20075 enabled the Group to operate with a positive cash flow
despite the Group’s $12.79m operating loss for the 3 months ended 30 September
2007.

From our review of the board minutes {(and accompanying board packages) during
this period the board was increasingty focussed on the solvency of the Group, with
additionad summary Onancial informanon bemng added 1o the monthly hoard packages

over time. By December 2007 for example. the Board were specifically reviewing the

o



level of cash reserves on hand (as at the date of the monthly board meeting), creditors
at that date and the sources of funds {other than cash immediately available) that
would become available within the following month to meet all outstanding current
liabilities in full (including wages and salaries).

In summary, we intend conducting some further investigations with respect to the
solvency of the Group within this period focussing on the reasonableness of budgets
prepared, including mine plans. This may include engaging external mining experts
to also review such information and provide independent feedback.

I January 2008 to 25 June 2008

Our review of the board meeting minutes reveals that during this period the
production difficulties being experienced at the Davyhurst mine clearly became of
increasing concern to the board. A revised mine plan and gold production forecast
were examined in detait at the February 2008 board meeting, as it was clear future
cash flow budgets relied on the aforementioned forecasts being accurate and -
additional capital raisings occurring (February and March 2008). Revised cash flow,
profit and loss and balance sheet forecasts for the 12 months ended 31 December
2608 were also tabled at the board meeting and discussed in detail. The board
minutes reveal the board stil] held the view that the revised mine plan and

corresponding forecast showed Davyhurst remained viable,

The March board minutes record that management had advised the board it was still
comfortable the production figures were realisable and achievable. Further, even at
14 March 2008, 75% of outstanding creditors claims (other than the loans [rom India
and Territory) were “current” and 98% were either current or 30 days, The Group’s
cash flow forecast at this time indicated the Group would maintain a minimum of
approximately $3.4m in cash each month through to 31 December 2008, Finally, we
note that during this period the board referred to a rolling 10 week cash flow forecast
rather than the previous 12 month forecast, to provide increased focus on the Group’s
ongoing cash position.

T Apni 2608 to 31 May 2008

The cash flow forecast contained within the board minutes of 23 May 2008 reveal that
cash on hand was forecast to decrease over coming weeks (fo as little as $367,000 at
w/e 16 May 08), however that all creditor payments could still be met as long as
future funding sources were realised. These sources included the receipt of $1m as a
cash deposit on the sale of the Group’s Mimar assets (with the balance of $4m due in
early July 2008) plus further funding of approximately $4.5m due from Territory
Resources.

The minutes of the board meeting of 29 April 2008 reveal the board continued 1o have
serious concerns gold production at Davyhurst was not going 1o be sufficient to meet
production costs. Management forecast that a minimum of 7,300 oz of gold needed 10
be produced each month 10 order o meet all costs of production. The minutes reveal
that the board spent some considerabie time reviewing again all production
expectations Tor the moenth of May 2008 and the forccust grade (ore) and tennes
needed to be mined to produce the required ounces to cover expenses. The Minutes
reveal the board sertously considered whether a decision needed to be made to cease
operations. with the decision eventually being made to send the managing direcior (o



site to review and assess whether this was the appropnate action. The decision to
suspend operations was ultimately made (and announced to the market) on 14 June
2008,

We intend conducting further investigations in respect of this period, focussing on
whether at all times the Group maintained sufficient cash on hand and had a
reasonable expectation of further funds being received during the immediate future to
meet its immediate liabilities during this period. This is a complex area of
investigation — determining what “a reasonable expeciation” should have been, at a
particular time, based on information known at that time. Owr intention is to conduct
turther detailed analysis of the financial position of the Company at various times and
the actions of management during this period in determining our findings in respect of
the aforementioned issue.

We will provide further comments and our findings n this regard in our next report.

I June 2008 1o 10 July 2008

We have spent considerable time reviewing whether the Company became insolvent
at any time during this period and we consider it warrants more detailed analysis.
We have summarised below in significant detail the events as we understand them
over this period. Our intention over the forthcoming months is to now critically
analyse the financial position of the Group at all times over this period, including
analysing all new debt incurred, in order to determine whether the Company was
insolvent at any time in this period.

As detailed above, the Group suspended operations of the Davyhurst mine on 14 June
2008, This led to an immediate review of future funding requirements and the
revision of the Group’s cash flow forecast. At that time, Territory Resources were
expected to provide further funds up to $4m within the following few weeks in this
regard, however we have been advised that on or about Friday 20 June 2008 Monarch
management were advised by Territory management that the $4m loan funding would
not be made available until after some limited due difigence had been conducted by an
advisor selected by Territory, We understand from our discussion with Monarch
management that they understood this to be a very brief exercise designed to give
additional comfort to the Territory board, prior to the funds being advanced.
Wednesday 25 June 2008

Monarch management commenced the preparation of a file of financial information

including updated cash flows, a Resource / Reserve Statement in respect of
Davyhurst, the Mt Jda Resource / Reserve Statement, the Mt Ida budget and & mining
reconciliation against resource model to provide to Terntory™s advisors in order for
them 1o complete their engagement as gquickly as possible. Additional information
was sought over the period of the next two days including creditors” lists for each
company, current wages details and information regarding any cross-guaraniees
within the Group (none existed). Pitcher Partners were catled to assist Monarch with
the provision of information to Territory and their advisors.

Thursday 26 June 2008

Whilst Monarch commenced the provision of the information, Monarch Chairman.,

Mr Michael Kiernan, presented Terntory with o proposal (Uthe Proposal™) w see



Monarch proceed forward with significant additional funding. The Proposal initially
encompassed the provision by Mr Kiernan and his family of funding totalling up to
SH1m over the next few months, with a request for Territory to immediately remit the
$4m loan funds previously expected by Monarch. A capital raising was also proposed
for September 2008, which Mr Kiernan reportedly already had undertakings from
sophisticated investors for $15m. Finally. a moratorium was requested in respect of ail
‘Territory debts to enable the Group to proceed forward in the strongest position, as
quickly as possible.

Friday 27 June 2008

On Friday 27 June 2008, having received their advisors report, Territory appointed
Receivers and Managers to Monarch in order to (purportedly) secure the Minjar assets
(refer section 6.3, note 8 above).

Territory considered the Kiernan Proposal but initally rejected i, however after
discussion between the two parties on this day the Proposal was amended by Mr
Kiernan and a revised Proposal was presented that included a further $4m in funding
from Mr Kiernan {(effectively to replace the previous request for Territory to
immediately provide a $4m loan).

Saturday 28 June 2008 and Sunday 29 June 2008

Over the weekend Monarch’s lawyers, Pullinger Readhead Lucas, drafted a Term
Sheet and prepared a Draft Deed of Forbearance encompassing the key terms of the
Proposal, for Territory’s lawyers, McKenzie Monerief!, and the Receivers to consider.
Each company’s lawyers reviewed the aforementioned documents over the weekend
and we understand that on this basis the Monarch board scheduled to meet on
Monday 30 June 2008 (prior to a proposed 1 lam board meeting) to execute the final
version of a Deed of Forbearance — assuming all terms could be agreed to by end of
Sunday evening.

Monday 30 June 20038

It appears that on 30 June 2008 the Monarch board met, and discussed & number of
key issues raised by McKenzie Moncriefi over the weekend (i.e. key conditions to be
added to the Proposal). The board resolved to adjourn the meeting for two hours to

initiate discussion with Territory in respect of the conditions to seek comfort the

Proposal had every chance of success.  As a result of further detailed discussion
between the parties, the Territory and Monarch boards agreed that neither would
appoint Administrators over Monarch until at least after the Territory board meeting,
scheduled for | July 2008, which was being convened to consider the terms of the
Deed and specifically releases requested {in the Proposal) in respect of the Kiernan
Family.

Tuesday I July 2008

We understand on or about | July 2008 the key terms of the Proposal were effectively
agreed between the parties and it was left to McKenzie Moncrieff and Pullinger

Readhead Lucas to then finalise the various documents for execution.
Wednesday 2 July 2008 and Thursday 3 July 2008

Further written correspondence then appears to have taken place between McKenzie
Moncrielt and Pullinger Readhead Lucas regarding the Draft Deed of Forbearanee. A



number of different Draft versions of the proposed Deed of Forbearance were
circulated between the parties and a Deed was also drafted in respect of India
Resources Limited’s debt (owed by Monarch). A aumber of legal issues were raised
in the drafting of the decuments which the solicitors endeavoured to resolve.

Friday 4 July 2008

On this date Mr Kiernan provided funding of $1.75m to the Monarch Group as an
advanced payment under his Proposal with the promise of up to a further $1.75m
within seven days if the Proposal proceeded. The Company’s records reveal that the
Monarch board members were advised in writing by the Chairman’s personal
assistant on this date that a board meeting was likely to be Monday {(not that day,
Friday, as previously planned).... “allowing time to finalise the Deed with Territory”.

Further, our review of the Company records reveals that a Draft ASX announcement
 was prepared and circulated that afternoon regarding the future of Monarch and the
fact that an agreement had been reached, whereby a Proposal had been agreed which
would see Mr Kiernan and his family inject an interest free loan of $15M to the
Group; with a capital raising also to be conducted, raising $25M.

Saturday 5 July and Sunday 6 July 2008

We understand that over the weekend further correspondence took place between
McKenzie Moncrieff and Pullinger Readhead Lucas regarding the drafting of the key
terms contained in the proposed Deed.

Monday 7 July 2008

The board of Monarch released an ASX anncuncement regarding the Proposal, an
excerpt which appears below:

MONARCH ADVANCES WITH $30M GO FORWARD FUNDING

Monarch Gold Mining Company (ASX /DIFX:MON) is pleased to announce a clear
go forward funding package has been pui in place to underpin the operations of the
Mount lda and Mount Magner gold projects.

As part of the funding package, the Board of Monarch will underiake a $25 million
capital raising at 25 cents per share with a one-for-one attaching free 25 cent option.
As part of the $25 million raising, the founding Chairman and major shareholder
Michael Kiernan's family will provide an interest free $15 million loan which subject
o shareholder approval will be converted 1o equity on the same terms of the caplial
raising. The balance of the capital raising of 310 million will be underwritien, at no
cost, by the Kiernan fomily,

In addirion, Monarch expects to raise 35 million from the sale of the Minjar gold
asser.

Tuesday 8 July 2008

Our review ol the records of the company reveals that on this date a number of
addinonal issues were raised by McKenzie Moncrieff (1Le. a request for additional
conditions and obhigations on the Group and Mr Kiernan were added). As a resull
further drafts ol the Deed were still being circulated and a number ol Tegal points
debated.
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Pitcher Partners” Bryan Hughes was also telephoned this day by Monarch and updated
(Mr Hughes had been interstate from 4 July 2008).  Mr Hughes warned the Group’s
Chief Financial Officer that it was vital he (the CFO) again review the creditor
position for each entity and assess whether any company in the Group might be
trading whilst insolvent.

Wednesday 9 July 2008

Our investigations reveal that further correspondence took place between the
respective company’s selicitors regarding the Deed terms, with the focus on the
additionai conditions raised the previous day by McKenzie Moncrieff (and which we
understand were not acceptable to Mr Kiernan and his family).

Thursday 10 July 2008

On Thursday 10 July 2008, we understand that Mr Kiernan withdrew his Proposal,
affer failing fo reach an agreement with respect to various terms.

The Beard then met and reviewed the financial position of the Group and with the
prospect of the future funding commitments now withdrawn, resolved that the Group
was cither insolvent or likely to become insolvent at some future time, and resolved to
appoint Administrators to the Group.

Please refer to Section 8.4 of our report for a summary of our findings o date and
details of the additional mvestigations we intend conducting.
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Annexure *C

Remuneration Report

Monarch Gold Mining Company Ltd ABN 69 100 038 266 (Receivers and
Managers Appointed) (Administrators Appointiment)

(*‘the Company’)
I compliance with the Insolvency Practitioners Association of Australia Code of
Professional Practice and the requirements of the Corporations Act 2001, we set out
below our remuneration report for the period of the Administration until the close of
business on 7 August 2008.
This report 18 set out as follows:

*  Part 1. Refrospective fees

1. We estimate that the retrospeciive fees for the peried 10 July 2008 to 7 August
2008 to be $181,906.07

(o]

We intend to put the following resolution to creditors at the forthcoming
meeting of creditors:

“That the remuneration of the Administrators and their staff for the
period ended 7 August 2008 in the amount of $181,906.07 plus GST and
disbursements, calculated in accordance with the Pitcher Partners” scale
of rates advised to creditors in the circular to creditors dated the 11 July
2008, be approved and the Administrators be authorised to draw same
immediately.”

= Part 2. Fature fees

I, We estimate that the future fees for the period 8 August 2008 to completion of
the following to be either;

o on completion of the Holding DOCA to be $606,993 plus, GST and
disbursements; or

o on completion of Hgueidation to be $1,043,256 plus GST and
dishbursements.

2. 1t the creditors resolve to execute the Holding DOCA at the forthcoming
meeting of creditors, itis my intention to put the fellowing resolution to
creditors:

“That the remuneration of the Administrators or Deed Administrators
and their stalt for the period from 8 August 2008 (o completion of the
holding DOCA be approved in the amount of $606,993 plus, GST and
dishursements caleulated i accordance with the Prtcher Partners scale of
rates advised to creditors in the circular to creditors dated the 11 July
2008 and billed monthly, or as the Administrators or Deed
Administrators see fit".

It the creditors resolve to put the Company nto liquidation ot the forthcoming
meeting of creditors. we intend to put the following resolution to creditors:
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“That the remuneration of the Administrators or Liquidators and their
staff for the period from 8§ August 2008 to completion of the liquidation
be approved 1n the amount of $1,043,256 plus GST and disbursements
calculated in accordance with the Pitcher Partners’ scale of rates advised
to creditors, in the circular to creditors, dated the 11 July 2008 and billed
monthly, or as the Administrators or Liquidators see fit.”

= Part 3. Summary of Receipts and Payments
= Part 4. Initial advice to creditors

= Part 5. Information to crediters
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Part 1. Retrospective fees

Description of work completed

The tasks which external administrators undertake can be broadly divided into seven
{7) categories. These are:-

Assels
Employees
Creditors
Trade On
investigation
Dividend

Administration

Information on the seven categories is summarised below to enable creditors to
understand the type and purpose of work being undertaken.

(]
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Company Menarch Gold Mining Period The Administrazion Period
Company Ltd (Receivers and from 10 July 2008 o 7
Managers Appointed) August 2008
(Administrators Appointed)

Practitioner Christopher John Munday & | Firm Pitcher Partners

Bryan Kevin Hughes

Administration Type | Voluntary Administrat

10n

Task Area General Includes
Description
Assets idengification and = Liaising with Company directors,

[76.95 Hours]
[$20,790.08]

monitoring

management and personnel regarding
nuraber, type and location of assets.

Correspondence with financial
institutions regarding freezing of pre-
appointment bank accounts.

Securing pre-appointment accounts.

Maintaining administration bank
accounts during the administration
periad.

Attendance at Company’s West Perth
offices to secure, preserve and realise
assets.

Co-ordinating exit of the Company’s
Altona Street, West Perth premises.

Reviewing the Company’s rights with
respect to a Joint Venture {Mt Ida} and
project acquisitions (including Mt
Magnet and Big Bell operations).

Commissioning valuations of the
Company’s leased assets.

Plant and Equipment | #

Reviewing asset listing to sell surplus
plant and equipment.

Sale of Business asa | »
Going Concermn

Planning advertising campuign,
Drafting advertisements for sale of
business and assets.

Meeting with corporate brokers 1o
ciscuss marketing. sale of business and
restructure possibilities,
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Commence preparation of Information
Memorandum

Liaising with potential interested parties
(including meeting with many) and
record expressions of interest in a
schedule of Interested Parties.

Preparation of a data/due diligence
rOom.

Debtors

Correspondence with debtors

Obtaining legal advice regarding the
collection of any difficuit debtors.

Deed of Company
Arrangement

Meetings and correspondence with the
Company’s directors and alternate
proponents regarding alternate avenues
to liquidation, including a DOCA.

Reviewing and considering the key
terms of the Holding DOCA proposal to
be put forward at the second meeting of
creditors.

Employees
[41.77 Hours}
[$11,716.00]

Employee enquiries

Receiving and following up employee
ERHIrIes.

Attending meetings with employees
regarding status of the administration
and their roles.

Termination of certain employment
contracts and attend meetings with
individual staff members.

Preparation of schedule of entitlements.

Correspondence with employees.

Caleulation of
employee
entitlements

Calculating employee entitiements.

Reviewing employee contracts, awards
and books and records 10 relation to
entitlements.

Reconciling superannuation.

Liaising with legal advisors regarding

o

Cemployee entitlements.

Creditors
[261.31 Fours]

[$66,372.96}

Unsecured creditors

Preparation of notification documents
regarding appointment.

Convemng and conducting first meeting
ot creditors.

Muintaining unsecured creditors” list,

Linising with numerous unsecured
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creditors in relation to the
administration processes, their debts and
updating on the status of the
administration.

Liaising with the committee of
creditors.

Meetings and discussions with Territory
Resources Lid {"Territory™)

Secured creditors

Meetings and discussions with Société
CGeenerale regarding the administration
process and their respective positions.

Reporting to the Company’s major
secured creditor regarding the
administration progress and direction.

Reviewing status of Territory charge
and Recelvers and Managers
appointment, inciuding liaising with
legal advisors regarding the same.

Correspondence with Société Generale
regarding performance bonds and their
fixed and floating charge.
Correspondence and discussions with
{inance companies regarding equipment
finance leases and payments.
Reviewing and assessing priority
claims.

6
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Meeting of Creditors
and Reporting

Preparation of meeting nolices, proxies
and advertisement for the first meeting
of creditors and second meeting of
creditors.

Preparation of reports to creditors
inrciuding the 439A report to creditors
summarising the Administrators’
investigations into the Company
including reporting on:

Company profile;

1

Financial positions of the
Company;

El

Administrators’ investigations;
and

Administrators’ opinion on the
operations available to creditors.

Preparation of meeting file, including
agenda, certificate of postage,
attendance register, lst of creditors,
reports to creditors, advertisement of
meeting for the first meeting of
creditors.

Preparation and lodgement of minutes
of first meeting of creditors at ASIC.
Responding to stakehelder’s queries and
questions immediaicly following the
first meeting of creditors.

Shareholder
enquiries

Preparazion of updates to shareholders
for lodgement on the ASX.

Responding to shareholders queries.

Retention of Title

Correspondence with creditors
regarding Retention of Title ("ROT™)
claim.

Separating identified ROT asset.
Negotiations with ROT supplier.

Preparation of payment voucher to
satisfy vahd claim.
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Investigation
{63.32 Hours]

[$16,235.92)

Conducting
investigation

Reviewing the Company’s books and
records.

Conducting a preliminary review of
Company’s detailed cash flows and
budgets for the administration.

Corresponding with external parties, the

Company’s management and personnel

t0 obtain information for the

investigations,

Conducting in depth investigation into

the affairs of the Company 1o satisfy the

Administrators’ statutory investigation

obligations inciuding:

- review of financial records;

- review of antecedent transactions;

- solvency reviews;

- preference recoveries;

- form a preliminary view on the date of
msolvency; and

- review assets available to creditors
imcluding commission valuations.

Discussions with Company officers and

employees about the Company history.

Completing all investigations in relation

to antecedent transactions required in

the 439A report to creditors.
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Trade On
[98.52 Hours]

[$26,777.67]

Correspondence with suppliers via mail
and telephone.

Implementation of new cash
management controls and general trade-
on controls.

Reviewing and authorising trading
orders and payments including
maintenance of appropriate registers.
Exaising with employees regarding
trading operations and procedures.
Preparation of Statements of Position
and trading budgets.

Preparation of purchase orders,
payments and reconciliations.
Overseeing trading generally.
Regular internal team meetings to
ensure financial controls are adequate.

Processing  recelipts
and payments

Maintenance of management accounting
program mcluding receipts, payments
and tax related issues.

Review and process wages.

Dividend
[4.80 Hours]
[$858.00]

Processing Proofs of
Debt

Receipting and filing Proofs of Debts
(“POD’s™) from creditors,

Reviewing and adjudicating POD’s.

Liaising with creditors in regard to their
POD’s submitted.

Administration
1120.77 Hours]

[$28,984.56]

{Correspondence

Liaising with insurers and extending
suitable insurance cover for the
Company’s assets and trading
operations.

Correspondence with directors
regarding information requests.

Preparing / filing all inwards and
outhound correspondence, emals, diary
notes, facsimiles and other
correspondence.

Internal meetings

internal meetings regarding job status
and required wasks, mcluding holding
weekly transparent Administration
Meetings.

File mamtenance

Preparation of and maintenance of
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checklists.

Atiending o quality assurance.

Bank account
administration

Correspondence with banks regarding
existing bank balances.

Liaising with NAB in regard to pre-
appointment bank accounts, receipts and
payments.

Setting up new bank accounts.

Translerring deposits [rom pre-
appointment balances to the bank
account maintained by the
Administrators.

Accounts
administration

Setting up information relating to the
Company in CORE insofvency practice
management program.

Scrutinising bank accounis and
discussions with employees to construct
administration cashbook.

Statutory
requirements and
reporting

Preparation and fodgement of
appointment documenis and other
statutory requirements with ASIC,

Prepare and advertise notices in The
West Australian as reguired.
Assisting directors tinalising their
Report as To Affairs.

Attendance to all statutory requirements
as they arise.

ATO

Notification of appointment
Attending to lodgement requirements,

Maintaining documents and records o
enable compiiance with GST
obligations.

Reviewing pre-appointment balances.

Reviewing tax grouping and other tax
associated issues.

Ind e[;}ll(! ence
[23.33 Hours]

[$10,176.88]

Lisising with Clayton Utz vegarding the
atfidavit and the 447 A court
application.

Preparation of minutes at the rangparent
admintstration meetings.

Preparing and finahising the atfidavit

10
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Numerous internal meetings to discuss
issues.

Finalising the circular to creditors
regarding the court application and
sending to creditors.

Reviewing and adjudicating POD’s.
Liaising with creditors in regard to their
POD’s submitted.
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Disbursements

The Disbursements are divided into three types, A, B[, B2. The table below sets out
the disbursements incurred to date. These disbursements are yet to be bilied to this
Administration.

Type Dishursement Total ($)

Az externally provided professional Legal fees 102,000.00

services and are recovered al cost. Iig. legal A Total 102,000.00

fees.

B1: extermally provided non-professional Taxis 85.07

costs such as traV.taL accommeodation and Parking 2970

search fees. B2 dishursements are

recovered al cost, Postage 652.00
Advertising 409,78
B1 Total 1,176.05

B2: internally provided non-professional Photocopying 6,466.50

sosls such as i ing and docu t - .

costs such as .photocopymg, ind documen Telephone/Fax/Mobile 847 12

storage. B2 dishbursements are charged at

cost except for photocopying, printing and B2 Total 7,313.62

telephone calls which are charged at a rate

which is intended to recoup both variable

and fixed costs.

Total disbursements 110,489.67

Statement of remuneration

Please refer 1o the circular to creditors dated 11 July 2008 regarding our hourly rates
and the general guide showing our qualifications and experience of staff engaged and
the role they take in the administration. A copy of same is available from this office
upon request.

It is our intention to put the following resolution to creditors at the forthcoming
meeting of creditors:

“That the remuneration of the Administrators and their staff for the period ended 7
August 2008 in the amount of $181,906.07 plus GST and disbursements, calculated in
accordance with the Picher Partners scale of rates advised to creditors, n the circular
to creditors dated the 11 July 2008, be approved an the Administrators be authorised
o draw same immediately.”

CaDocuments and SelingsSpapandrecucibocad SetingNTomposary Internet FrieaO KW Moo Gold Minmg Pee Disciosare
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Part 2. Future Fees
Description of work to be performed

When creditors meet on 25 August 2008, we will be seeking for approval to be paid
remuneration for services rendered in the administration from 8 August 2008 through
to the completion of the Holding DOCA (based on our Recommendation in this
Report) as incurred with the Pitcher Partners scale of rates advised (o creditors, in the
circular to creditors dated the 11 July 2008, and bilied on a monthly basis or as the
Administrators sees fit.

A summary of the expected major tasks and cests relating to the professional services
for the period are broken down into two options that the creditors can choose. They
are:

* Option 1: Holding DOCA (based on a 6 month period from the 8 August
2008)

* Option 2: Liquidation (based on a 24 month period from the 8 August 2008)

Option 1: Holding DOCA

Task Area General Description Includes
Assets Sale of Business as a »  Reviewing all asset realisation

. Gotng Concern / Asset strategies and organise asset vaiuations.
[$283,628] Sales

= Co-ordinating the sale of non-core
assets.

»  Meeting with corporate brokers o
discuss marketing and sale of business
restructure possibilities.

*  Finalising Information Memorandum.

*  Liassing with numerous potentiat
interested parties (including meeting
with many) and recording expressions
of interest,

e Overseeing preparation data/due
diligence room.

s Negotiating and monitoring the asset
sales and recapitalisation / restructuring
Process.

s Approving assel sales.

Executing the Deed of | * Finalising terms of the Holding DOCA
Company Arrangement for approval by creditors at the second
meeting of creditors,

#  Clorrespondence with proponents
recarding the Holding DOCA progress.

Chlocwnents and Setings\papendreoscilocal SeaingsiTemporary nterner FHessOLR2WC Monarch Gold Miring Foe Disclosurs
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Negotialing terms with successtul
proponents

Agreeing terms of Varied DOCA for
approval by creditors.

Other

Assessing equity position on leased
assets,

Disclatming surplus leased assets that
are ‘out of the money’.

Emplovees

[$22,460]

Employee enquiries

Receiving and addressing employee
enquiries.

Meetings with employees regarding the
status ol the administration and their
roles.

Calculating employee entitlements as
required.

Creditors

[$178,211]

Unsecured creditors

Preparation of and issue of notifications
in regard to the execution of a DOCA.

Liaising with numerous unsecured
creditors in relation to the
administration processes, their debts
and updating them on the status of the
administration.

Preparation of and distributions of
written reports to creditors as required.
Marntaining unsecured creditors list.
Regular discussions and updates to
Territory regarding the asset realisation
pProcess.

Liaising with the committee of
creditors as required.

Secured Creditors

Correspondence with Sociéié Generale
regarding their fixed and foating
charge.

Correspondence and discussions with
firance companies regarding equipment
fimance teases and payments,
Reviewing and assessing prionty
claims.

Creditors Meetings

Preparing and hold second meeting of
creditors and any subsequent meetings
as required.

Frnulising detutled report 1o creditors

ChbDecemens and Settings\papandreouctbocs! SettnesiTonmamey bicmes FHe\OLK2A Monsrel Gold Mining Peg Disclosure
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summarising the Administrators’
further investigations into the Company
including reporting on:

- Financial positions of the
Company (if necessary);

- Administrators” financial
investigations;

- Administrators’ opinion on the
options available to creditors;

- Actions performed to date by the
Administrators;

- Sale of the business/ restructuring
/ recapitalisation; and

- Future actions to be taken under
the DOCA.

Preparation of meeting file, including
agenda, certificate of postage,
attendance register, list of creditors,
reports to creditors, advertisements of
meetings for the second meeting of
creditors and foliowing meetings.

Preparation and ledgement of minutes
at the second and following meeting of
creditors.

Responding to stakeholder’s queries
and questions immediately following
the meetings.

Preparation of detailed report for
creditors following the finalisation of
asset sale and restructuring negotiations
detailing:

- the outcome of the sale and
restructuring activities;

- recommending the variation /
termination of the Holding
DOCA., including liguidation vs
DOCA scenarios for creditors to
review prior to electing how the
Administrators should proceed;
and

- the results of any further
investigations carried out.
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Shareholder enquiries Preparation of updates to shareholders
for lodgement cn the ASX.
Attending to shareholders gueries.
ROT claims Reviewing and correspondence with
crediters regarding Retention of Title
{'ROT™) claim.
Separating counted stock in relation o
ROT claim.
Negotiations with RQT supplier.
Preparation of payment vouchers to
satisfy and finalise valid claim.
CDocuments and Seuingsipapandreouadbocad SetingsvTompuorary Interaet FioILKAC Monarch Gold Mining Tee Disclosure
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Investigation

[$30,306]

Conducting
Investigations

Further review of the Company’s books
and records.

Conducting a further review of the
Company’s detailed cash flows and
budgelts for the Administration.

Corresponding with external parties,
the Company’s management and
personnel to obtain information for the
investigations.

Conducting further in depth
investigation into the affairs of the
Company to satisfy the Administrators’
statutory investigation obligations
including:

~ review of financial records;
- review of anfecedent transactions;
- preference recoveries

- form a definitive view on the date of
insoivency; and

- determine assets available to creditors,
following receipt of valuations.

Investigating unreasonable director
refated transactions and insolvent
trading and directors’ defences. In this
regard, the Administrators intend to:

- Complete discussions with Company
officers and employees about the
Company history.

- complete their analysis of the
financial position of the Group at
various times over the six months
prior to the appointment of
Administrators;

- complete ther analysis in relation to
the ageing of creditors at various
dates, including 10 July 2008;

- constder i detail, at various times,
the position regarding the expected
receipt of foan funding (and
subsequent repavment) from
Territory,
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- consider whether it is appropriate to
commission expert advice in relation
to Monarch’s budgets and mine plans
relied upon by the board; and

- determine the long term viability of
the Group.

Trade On

[$32,321]

Reviewing and authorising trading
orders and payments including
maintenance of appropriate registers.
Liaising with employees regarding
trading operations and procedures,
Reviewing and processing wages of
staff.

Preparation of Statements of Position
and trading budgeis.

Preparation of purchase orders,
pavments and reconciliations.
Maintenance of management
accounting program including receipts,
payments and tax related issues,
Overseeing trading generally.
Attending internal team meetings to
ensure financial controls are adequate.
Correspondence with suppliers via mail
and phone.

Finalising the trading of the
administration period,

Closing administration accounts with
creditors and opening new accounts for
the DOCA period.

Attending to feaschold 1ssues including
exiting leases no longer reguired.
Artending iternal team meetings as
required,

Dividend

[$7,225]

Dealing with Proof of
Debts

Receipting and fiting Prootfs of Debts
{(“PODs7 from creditors.

Reviewing and adjudicating POD s,

Liarsing with creditors in regard to their
POD™s submitted.
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Administration

[$52,842]

Correspondence

Correspondence with directors
regarding information requests.

Preparing / filing all information
inwards and owtbound correspondence,
emails, diary notes, facsimiles and
other correspondence.

[aternal Meetings

Attending internal meetings regarding
10b status and required tasks, including
transparent administration meetings on
a weekly basis.

File Maintenance

Freparation of and maintenance of
checklists for the conduct of the
administration

Regular summary review of job status
to ensure quality control.

Bank account
administration

Correspondence with banks,
monitoring and updating the cashbook.

Statutory Requirements

Preparation and lodgement of
documents other statutory requirements
with ASIC.

Preparing and advertising notices in
The West Austraiian and the Gazette as
required.

Attendance 1o all statutory
requirements as they arise.

“ATO

Finalisation of Administration tax
obligaticns.

Ongoing lodgement requirements
including trade-on and DOCA BAS's.
Maintaining documents and records to
enable compliance with GST
obligations.

Statement of remuneration

This fee estimate 15 based on the above listed works expected to be required, should

creditors follow the Administrators” recommendation and resolve to enter into a

Holding DOCA with an estimated & month maximum duaration. Actual fees may vary

depending upon work undertaken,

Shoutd the amount incurred exceed the approved amount then further approval will be
sought with creditors at that time. Fees meurred after the Holding DOCA is finalised
witl be sought for approval at the following meeting of creditors where, we will seek
to move the Holding DOCA into a subsequent DOCA,
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It is my intention to put the following resolution to creditors at the forthcoming
meeting of creditors:

“That the remuncration of the Administrators or Deed Administrators and their staff
for the period from 8§ August 2008 to compietion of the Holding DOCA be approved
in the amount of $606,993 plus GST and disbursements calculated in accordance with
the Pitcher Partners scale of rates advised to creditors, in the circular to creditors dated
the 11 July 2008 and bilied monthly or as the Administrators or Deed Administrators
sees fit.”
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Annexure “C”

Task Area

General Description

Tncludes

Assets Sale of Business as a = Reviewing all asset realisation strategies
Going Concern / Asset and organise asset valuations.
[$508,248} alec
. : Sales - .
5 »  (Co-ordinating the sale of assets.

s Finalising an Information Memorandum.

= Liaising with numerous potential
interested parties (including meeting with
many) and recording expressions of
interest,

=  Overseeing preparation data/due
diligence room.

o Negotiating and monitoring the asset
sales and recapitalisation / restructuring
process.

*  Approving all asset sales.

Other = Assessing equity position on leased
assets,

»  Disclaiming surplus leased assets that are
‘out of the money’.

Employees Employee enquiries » Recerving and addressing employee
enquiries.
[$38,873] _ ) .

= Attending meetings with employees
regarding the status of the Administration
and their roles.

¥ (Calculation of employee entitlements as
required.

Creditors Unsecured creditors »  Liaising with numerous unsecured
creditors in relation to the administration
[$310,350]

/Hiquidation processes, thetr debts and
updating them on the status of the
admimistration / Hguidation,

= Preparing and send written reports to
creditors as required.

= Mantaining unsecured creditors fist.

s Regular discussions and updates to
Territory regarding the asset realisation
Process,

= [Ligising with the committee of creditors
as required.
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Secured Creditors

Correspondence with Société Generale
regarding their fixed and floating charge.
Correspondence and discussions with
finance companies regarding equipment
finance leases and payments.

Reviewing and assessing priority claims.

Creditors Meetings

Convening second meeting of creditors
and any following meetings as required,
including annual meetings and the final
meeting of creditors.

Finalising detailed report to creditors
summarising the Adminisirators’/
Liquidators™ further investigations into
the Company including reporting on:

- Financial positions of the Company
(if necessaryy,

- Liguidators’ financial
investigations;

- Actions performed to date by the
Administrators / Liquidators™;

- Sale of assets; and

- Future actions to be taken under the
liquidation,

Preparation of meeting file, including
agenda, cestificate of postage, attendance
register, list of creditors, reports to
creditors, advertisements of meetings for
the second meeting of creditors and
following meetings.

Preparation and lodgement of minutes of
the second and following meeting of
creditors.

Responding to stakeholder’s gueries and
questions immediately following the
meetings.

Preparation of detailed report for
creditors following the finalisation of
asset sale detailing:

- the outcomes of the sales;

- the results of any further
investigations carried out.
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Sharcholder enguiries

Preparation of updates to shareholders for
lodgement on the ASX.

Attending to shareholders queries.

ROT claims

Reviewing and corresponding with
creditor regarding Retention of Title
{(“ROT™ claim,

Separating counted stock in refation to
ROT claim.

Negotiations with ROT supplier.

Preparation of payment vouchers (o
satisfy and finalise valid claim.
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Investigation

[$61,579]

Coenducting
[avestigations

Further review of the Company’s books
and records.

Conducting a further review of the
Company’s detailed cash flows and
budgets for the Administration.

Corresponding with external parties, the
Company’s management and personnel
to obtain information for the
investigations.

Conducting further in depth investigation
into the affairs of the Company to satisfy
the Administrators’ statutory
investigation obligations including:

- review of financial records;
- review of antecedent fransactions;
- preference recoveries

- form a definitive view on the date of
insolvency; and

- determine assets available to creditors,
following receipt of valuations.

Investigating  unreascnable  director
related transactions (refer to section 8.2.3
of this report) and insolvent trading and
directars’ defences (refer to sections 8.3
and 8.3.3 of this report), In this regard,
the Administrators intend to:

- Complete discussions with Company
officers and employees about the
Company history.

- complete their analysis of the financial
position of the Group at various times
over the six months prior to the
appointment of Administrators;

- complete their analysis in relation to
the ageing of creditors at various dates,
inchuding 10 July 2008;
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- consider 1n detail, ar various times, the
position regarding the expected receipt
of loan funding (and subsequent
repayment} from Territory;

- consider whether it is appropriate to
commission expert advice in relation to
Monarch’s budgets and mine ptans
relied upon by the board; and

- determine the long term viability of the
Group.

Trade On
[$20,248]

Reviewing and process wages of staft.
Preparation of Statements of Position.

Preparation of purchase orders, payments
and reconciliations.

Maintenance of management accounting
program including receipts, payments
and sax related issues,

Overseeing care and maintenance
generally.

Attending internal team meetings 10
ensure financial controls are adequate.

Correspondence with suppliers via mail
and phone.

Finalising trading of the administration
period.

Closing all administration accounts.

Attending (o leasehold issues including
exiting all leases not ‘in the money’.

Internal team meetings as required.

 Dividend

($19,810]

Dealin g ‘with Proof of
Debts

Receipting and hling Proofs of Debts
(POLY ™) from creditors.

Reviewing and adjudicating POD’s,

Liaising with creditors in regard to their
POD’s submitied.

Dividend distribution

Caleulating the dividend distribution to
edch creditor.

Finalising and send the dividend
distribution.

CaDocumens and Seulngsipapandrcouctibocad SehingaTomporary Bternes FilesMOEL R Momech Gedd Minone Fee Disclosore
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Annexure “C”

Administration

[$84,148}]

Correspondence

Correspondence with directors regarding
information requests.

Preparing / filing all information inwards
and outbound correspondence, emails,
diary notes, facsimiles and other
correspondence.

Internal Meetings

Attending internal meetings regarding job
status and required tasks, including
transparent administration meetings on a
weekly basis.

File Maintenance

Preparation and maintenance of
checklists for the conduct of the
administration

Preparation of summary reviews of job
status to ensure guality control.

Bank account
administration

Correspondence with banks, monitoring
and updating the cashhook.

Statutory Requirements

Preparation and lodgement of documents
and attending to other statuiory
requirements with ASTC, including the
finalisation of the administration
documents.

Preparation of advertising notices in The
West Australian and the Garette as
required.

Attending to statutory requirements as
they arise.

Deregistering Company’s name.,

ATO

Finalisation of administration /
Hguidation tax obligations.

Ongoing lodgement requirements
including BAS obligations.

Maintaining documents and records (o
enable compliance with GST obligations.

Deregistering for tax and GST.

e
s

Statement of remuneration

This fee estimate is based on the above listed works expected o be required should

creditors resolve to put the company into lHiquidation. Actual fees may vary depending

upon work undertaken. Should the amount incurred exceed that approved then fusther
approval will be sought with creditors at that time.

Calocments and Seiting\poapandresaocol Seuines\Tomp oy Brieret Fied O K Mowarch Dold Mining Fee Disciosure
ERApaY B i k E

[HIBH doe




Annexure “C”

If necessary, t is my intention to put the following resolution to creditors at the
forthcoming meeting of creditors:

“That the remuneration of the Administrators or Liguidators and their staff for the
period from 8 August 2008 to completion of the liquidation be approved in the
amount of $1,043,256 plus GST and disbursements calculated in accordance with the
Pitcher Pariners scale of rates advised to creditors, in the circular to creditors dated the
11 July 2008 and billed monthly or as the Administrators or Liguidators see fit.”

ChaDocuments and Setings\papandreouciLocal SeamesiTemporary Itemes FIeMOLRDC Monareh Gotd Mining Fee Disclosuse
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Part 3. Summary of Receipts and Payments

Annexure “C”

Below 1s a summary of receipts and payments 1o and from the external administration
bank account prepared as at 10 August 2008

RECEIPTS

Bank Interest

Returr: of Deposit {from Harmony
Gold

Pre-Appointment Refunds

Cash In hands of Administrator

PAYMENTS

Bank Charges

Rent Paid {Commercial)

Wages & Salaries

Employee expense claims (GST
inc)

Emplovee expense claim (GST free)
Inter-company Loan Paid

GST Receivable

Withholding Tax (PAYG)

Balances in Hand

Total (AUD}

1,639.35
2,500,000.00

450.00
1077,104.67

3,579,194.02

36.00
7,008.90
273,932.43
3,769.2%

1,520.50
54,900.00
1,077.81
(85,218.48)
25707637
3.322,167.65

3.579,194.02
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Annexure “C7

Part.4 Initial advice to creditors

We refer to the circular 1o creditors dated 11 July 2008, which attaches a schedule
regarding our hourly rates and the general guide showing our qualifications and
experience of siaff engaged, and the role they take, in the administration. A copy of
same is attached to this report and marked "A".

Part 5. Information to creditors

The IPA has pubfished an information sheet to creditors "Approving remuneration in
external administrations”, which provides general information for creditors on the
approval of an administrator's fees in liquidation, voluntary administration or a deed
of company arrangement.

This information sheet is available from the IPA website at www.ipaa.com.au. If vou
cannot access the website, please contact Andrea Hansen (08) 9322 2022,

If you require any further information in relation to this remuneration report, please
contact Andrea Hansen on (08) 9322 2022,

CADocuments and Sewdngsipapasdrepuetl_ocal Seitimas\Temporury Intermet FilevOLK2C Monarel Gold Mining Fee Disclosure
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FORM 529

CORPORATIONS ACT 200]{ “the Act™)
Subregulation 5.6.12(2)

NOTICE OF SECOND MEETING OF
CREDITORS O COMPANY UNDER ADMINISTRATION

MONARCH GOLD MINING COMPANY LIMITED
(RECEIVERS AND MANAGERS APPOINTED)
(ADMINISTRATORS APPOINTED) ACN 100 038 266
(*the Company™)

NOTICE is given that a meeting of the creditors of the Company will be held on
Monday, 25 August 2008 at the Park Business Cenire, 45 Veninor Avenue,
West Perth WA at 9:30am WST.

o]

AGENDA

To consider the report prepared by the Administrators pursuant 1o section
439A of the Act.

To consider, and 1f thought fit, resolve:

a. that the administration shall end; or
b, that the Company execute a Deed of Company Arrangement; or
c. that the Company be wound up.

To  consider, and if thought fit, approve the remuneration of the
Administrators.

To consider, and if thought fit, approve the future remuneration of the
Administrators, Deed Administrators or Liquidators, as the case may be.

To consider any other business that may be fawiully brought forward,

DATED this 15" day of August 2008,

Joint and Several Administrator



FORM 532

Corpaorations Act 2001
ACN 100 038 266 Reguiation 5.6.29

APPOINTMENT OF PROXY

MONARCH GOLD MINING COMPANY LIMITED
(RECEIVERS AND MANAGERS APPOINTED) (ADMINISTRATORS APPOINTED)
{“the Company”’)

I'we of

a creditor of the Company, appoint 2]

or in his/her absence

as my/our general/special proxy to vote at the meeting of creditors to be held on Monday, 25 August

2008, or at any adjournment of that meetin g
Dated this day of August 2008
[4]
(Signature) (Company Seal it a Company)

If vou have appointed the Chairman ays your special proxy vou must complete Section A below indicating how you
wish the Chairman to vote on your behalf. e, “for” or “against”.

Section A Manner of Voling
(Tick the upplicable option)
Resolution For Against As Proxy sees
fit

Resolution 1 Thal the adminmistration shall end.

Resolution 2 That the Company execute a Deed of Company
Arrangement on the terms substantially outlined in the
Administrators” Report 1o Creditors issued pursuant (o
439A of the Corporations Act 2007 and dated 15 August
2008,

P

Resolunon 3 That the Company be wound up.

Resolution 4 The second meeting ol creditors is acdjourned for a period
not exeecding 45 busiess days.

Resotution 5 That the remuneration of the Adnministrators and thenr stadt
for the period ended 7 August 2008 in the amount of
STEL.906.07 plus GST and disbursements. calcutated in
accordance with the Pitchor Pariors” seale of taes :
advised to creditors i the cirenlar o ereditors dated 11 :
July 2008 be approved and the Administrators be

authorised o draw same tmimediatety.




Resolution 6 That the remuneration of the Administrators or Deed
Administrators and their stalf for the period § August
2008 to completion of the Holding DOCA (estimated to
be 31 December 2008) be approved in the amount of
$606,993 plus GST and dishursements caleulated in
accordance with the Pitcher Partners” scale of rates
advised to creditors in the cirenlar Lo creditors dated 11
Juby 2008 and billed monthly as the Administrators or
Deed Administrators see fit; or alternatively;

That the remuneration of the Administrators or Liquidators
and their staff for the period 8 August 2008 to completion
of the liquidation be approved in the amount of
$1.043,2506 plus GST and disbursements calculated in
accordance with the Pitcher Partners’ scale of rates
advised to creditors, in the circular (o creditors dated 11
July 2008 and billed monthly as the Administrators or
Liquidators see fit..

I you have appointed a person other than the Chairman as your proxy vou may complete either Section A above or
Section B below indicating how you wish them to vate on your behalf

This section is not to be completed if you have appointed the Chairmman as your proxy ( use Section A only)

Section B (Please cirche and initial)
For Against As Proxy secs
fil

On all matters arising

CERTIFICATE OF WITNESS

[, of certity that the
above instrument appointing a proxy was completed by me in the presence of and at the request of the
person appoiniing the proxy and read to him betore he/she attached hisfher signature or mark 1o the
instrument.

Dated this day of August 2008

Signature of Witness:

Description:

Place of Residence:

(1] IFafirm. strike oue "1 and set out the full name of the o,

[2] Insert the name. address and description of the person appointed.

[3] Haspecial proxy add the words "o vote Tor” or the words "o vole agamst’ =iy the particular resolution.

{41 [ the creditor s a sole mader, sign i accordance with the following example: "A B the proprictor of the said
fiem.” I the creditor s a partnerships sion i sceordance with the Tollowing example: "AB.L a partner of the
sapd om” I the ereditor is o company. tien the form of proxy must be under its Common Seal or under the
hand ol some officer duly authortsed o that capuacity, and the fact that the officer s so authorised must be sted

"Forthe company. AB.7 tduly authorised under the Seal of the

in accordance with the foliowing example:
Campany).

{51 The [oBowing certificate is to be completed only where the person giving the proxy is Mind or incapable of
writing.



FORM 535

Corporations Act 200/

FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORM)

To: The Administrators of Monarch Geld Mining Company Limited ACN 100 038 266
{Administrators Appointed) (“the Company”):

[ This is to state that the Company was on 10 July 2008 and still is, justly and trufy
indebted to (hedl name of the creditor),
ABN: for dollars and ____cents.

Particulars of the debt are:

Date

© Consideration Amount GST Remarks
{state how the debf arose) & c $ ¢ Gnclude details of voucher
substantiating payment}

1

To my knowledge or beliel the creditor has not, nor has any person by the creditor’s
order, had or received any satisfaction or security for the sum or any part of it except
for the foliowing: (insert particuiars of all securities held, If the securities are on the property of
the Compeany, assess the vedue of those securitics. If any bills or other negotiable securities are held,
show them wn a schedule in the following form).

Date Prawer Acceptor Amount Pue Date
$ C

GRS 1 am employed by the creditor and authorised in writing by the creditor to make this
statement. 1 know that the debt was incurred for the consideration stated and that the
debt, to the best of my knowledge and befief, remaing unpaid and unsatisfied.

*3, [ am the creditor's agent authorised in writing to make this statement in writing. |
know that the debt was incurred for the consideration stated and that the debt, o the
best of my knowledge and belief, remains unpaid and unsatisfied.

Dated

Signature
Occupation
Address

Telephone Number

S0 ot compliote of this proof s made by the credive personally



PITCHER PARTNERS

ACCOUNTANTS AUDITORS ADVISORS
Level 17 Postal Addrass:

140 5t Georges Terrace PO Box 7191

Parth Cloisters Sauars

Western Australia 8000 Western Australia 6850

[ Tel. 08 9322 2072

i Fax OB 93272 1262

i owww pitcher.comt g

E pariners@pllcher-wa.com.au

Pilcher Pariners is an association of Independen tirms
| Pesih | Melbourne | Sydney | Brishane

MONARCH GOLD MINING COMPANY LIMITED ACN 100 038 266
(RECEIVERS AND MANGERS APPOINTED)
(ADMINISTRATORS APPOINTED) (*the Company”)

and

Davyhurst Gold Pty Lid (Administrators Appointed) ACN 117 116 097
Minjar Gold Pty Lid {Administrators Appointed) ACN 119 514 528
Monarch Nickel Piy Ltd (Administrators Appointedy ACN 085 971 400
Monarch Gold Pty Lid (Administrators Appointed) ACN 080 401 716
Stberia Gold Operations Pty Litd (Administrators Appointed)y ACN 106 609 170
Siberia Mining Corporation Pty Lid (Administrators Appointed) ACN 097 650 194
Mt Ida Gold Pry Ltd (Administrators Appeintedy ACN 106 608 986
Mz Ida Gold Operations Pty Lid {Administrators Appointed) ACN 124 706 627
Mount Magnet Gold Pty Ltd (Administrators Appointed) ACN 128 877 403
Pilbara Metals Pty Ltd (Administrators Appointed) ACN 106 609 161
ida Gold Operations Pty Lid (Administrators Appointed) ACN 106 609 116

(Collectively “the Group™)
Declaration of Independence, Relevant Relationships and Indemnities
Independence
We, Bryan Kevin Hughes and Christopher John Munday of Pitcher Partners have
undertaken a proper assessment of the risks to our independence prior to accepting the
appointment as administrators of the Group. The assessment identified no real or

potential risks to our independence. We are not aware of any reasons that would
prevent us from accepting the appoiniments.

Relevant Relationships

We, or a member of our firm. have, or have had within the preceding 24 months, a
refationship with:

Name Nature of Relationship e | Reasons why not an limpediment or
! Conflict

Monarch Goeld Pitcher Partner s partner The engagement does not breach the

Mining Bryan ﬂug,!‘acs was asked 1 IPA Code in respect of independence

Company to attend three | because of the brevity and himited

e veveivery parpert jo beappoiinted over the gasees iovwn g dhe dosjar Project. and winicf are fegoti and heieficially
cwired v Minjor Goled Pre Linired, aocfiodi onwied sebsidicry of Mongeeh P Gold sining Compaany L] The adminizicarors wee
Gvesiigaiing the pueported appointoens aid are ver te uecepr i

Taabilaty Dmned by o scheme spproved woder Professional Standards Legislaton®
“otier than for e acts or omissions of financiat services leensoes
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Limited

management meetings and
a board meeting in
February 2008, Mr Hughes
was asked to consider the
management review
process of the Mine Plan
and Budget to ensure
management were
scrutinising all data
adequately.

scope of the appoimntment. Nothing
was disclosed to Mr Hughes in those
meetings that would inffuence the
ability of the Administrators to fully
comply with the statutory and
fiduciary ebligations associated with
the appointment; and we consider it
will not influence the abjectivity,
impartiality or judgement of the
Administrators in performing those
duties. This limited scope
engagement was over 3 days and we
were paid $9,107.07. Before
consenting to act as Administrators
we thoroughly considered whether
this 3 day assignment was material or
whether we would be required to
review the work undertaken. We
conchuded it was not material and we
will not be required to review the
work undertaken. I should add that
no repoert was issued.

Mr Michael
Kiernan —
Managing
Director

Mr Kiernan was Chairman
of Croesus Mining NL and
1ts subsidiaries, there were
five (5) subsidiary
Companies being Central
Norseman Gold
Corporation Limited,
Croesus Resources NL,
Ambassador Resources
Fimited, Croesus Mining
Services Pty Ltd and
Mining Resources WA Ply
L, when Mr Hughes was
appomnted (Jointly and
Severally with a former
Pariner of Pircher Partners,
Mr Vincent Smith) as
Admintstrator of that
Group in June 2006, The
Group was subsequently
suceessfulty restrucrured
through the Voluntary

Administrabion process

This prior professional relationship
with an associate of the Group does
not breach the IPA code in respect of
independence. It will not influence
the ability of the Administrators to
fully comply with the statutory and
fiduciary obligations associated with
the appoiniment; and we consider it
will not influence the objectivity,
impartiality or judgement of the
Administrators in performing those
duties. On the Appointment of
Administrators, the powers of the
Board of Directors are suspended and
it 1s pormal, i fact usual, that the
Directors have very little input from
that point torward in the outcome of
those restructuring exercises. This
was the case in Croesus.

PITOHER PARTNERS




with creditors approving a
Deed of Company
Arrangement which has

now been fully
effectuated.

Mr Michael
Kiernan —
Managing
Director

Pitcher Partners has acted
as tax agents for Monarch
Gold Mining Limited’s
Chairman Mr Kiernan and
his assoctated private
companies and trusts since
carly 2007, Tax advice
and structuring advice for
Mr Kiernan personaily has
included one item of
advice in relation to the tax
immplications of his
entitiements under the
employee share scheme
operated by Monarch Gold
Mining Limited. The
annual fees associated with
this are less than one
percent of our total annual
revenue and are therefore
immaterial. A more
detaiied summary is
annexed.

A prior professional relationship with
an associate of the Group does not
breach the [PA code in respect of
independence. 1t will not influence
the ability of the Administrators to
fully comply with the statutory and
fiduciary obligations associated with
the appointment; and we consider it
will not influence the objectivity,
impartiality or judgement of the
Administrators in performing those
duties.

Monarch Gold
Mining
Company
Limited

Pitcher Partners was
contacted on 25 June 2008
to consider Monarch Gold
Mining Limited’s
circumstances. In that
role, 1t undertook a
financial analysis of
Monarch companies and
engaged in discassions
with Territory Resources
Limited to assess the
sofvency of the Company
af that time. This was
standard prebininary work
ordinarity ncurred in the
lead up to an appointment

The engagement does noet breach the
IPA Code in respect of independence
because of its limited scope, brevity
and purpose ol assessing solvency
which has led to the decision of the
board to make this appointment. It
will not influence the ability of the
Adminsstrators o fully comply with
the statutory and fiduciary
cbligations associated with the
appointment; and we consider it will
not influence the objectivity.
impartiatity or judgement of the
Administrators i performimng those
duties.

PITCHER PARTMNERS




as Administrator. Pitcher
Partners has an exiensive
knowledge of the Group as
a resuls of this lead up
work for which 1t was not,
and will not, be paid.

Mr David
Humann

A summary of this
relationship is annexed at
C.

Miss Danielie
Huitson

Banielle is the daughter of
{an Huitson, former
managing director and
carrent Operations
Manager of Monarch Gold
Mining Limited. Danielle
commenced in the position
of office junior at Pitcher
Partners in June 2008. She
was recruited through an
independent recruitment
agency.

We do not consider Danielle’s
employment for such a brief period
is relevant to the issue of the
Administrators independence. We
consider it will not influence the
ability of the Administrators to fully
comply with the statutory and
fiduciary obligations associated with
the appointment; and we consider it
will not influence the objectivity,
impartiality or judgement of the
Administrators in performing those

PITCHER PARTNERS

duties.

At the request of the Australian Securities and fnvestments Commission we annex the
following additional information which would not normally be required 1o be
provided to creditors as part of this disclosure:

Annexure A A more detailed summary of tax work carried out by Pitcher Partners
for Mr Kiernan and companies related o him.

Annexure B Information pertaining to the restructuring of Consolidated Minerals
Limited over a decade ago.

Annexure C Information pertaining to the hiquidation of the Barron Group of
companies of which Mr David Humann was a director.

To the best of our knowledge there are no other prior professional or personal
relattonships that should be disciosed.

FPrior Engagements for the Insolvent

Details of the two very Hmted scope and very briet prior engagements are detailed in
the table above.

Indemnities

We have not been indemnified in relation o this administratzon. other than any
indemnities that we may be entitled to under statute,



MITCHER PARTMNERS

Dated this 217 day of July 2008

Christopher John Munday Bryan Kevin Hughes



PUITCHER PARTNER

Annexure A

Summary of the work performed by Pitcher Partners for entities related to
Mr Michael Kiernan for inclusion in the Administrators® revised DIRRI.

The IPA Code of Professional Conduct ¢l 6.6.1 deals with Immaterial Professional
Relationships. [t requires a Practitioner MUST disclose to creditors in the DIRRI

= The nature of the services provided in the prior professional relationship;
= The pericd or periods over which the services were provided;
| The fees received for those services, the unbilled time (if any) and outlays and

©any amounts written off; and
s An explanation why the relationship does not result in a lack of independence.

We provide below an updated DIRRI expanding on the matters already provided in
our original DIRRE Billed amounts are invoiced amounts including any outlays but
exclusive of GST.

Work conducted by Pitcher Partners for Michael Kiernan —Personal Tax

I.  Preparation of advice during the month of November 2005 in relation to the
rransferring of property from Mr Kiernan’s name into a private company. Total
fees billed $1,000 plus GST and written off $265.

2. Preparation of advice during the month of February 2006 in relation to the
structure of Bligible Termination Payment from Consolidated Minerals Limited
to Michael Kiernan. Total fees billed (to Consolidated Minerals Limited) were
$2,200 plus GST. Total amounts written off were $409.

3. Preparation of advice during the month of May 2006 re. GST implications on
the sale of an office and implications arising from ioan settlements taking into
consideration recent Federal Budget anncuncements. Total fees billed
amounted to $2,200 plus GST. Total amounts writien off were $439,

4. Provision of professional services dusing the period 15 March to 15 June 2007
in relation to Income Tax Returns for the year ended 30 June 2006. Total fees
received amounted to $1,000 plus GST. Total amounts written off, Nil.

5. Preparation of advice for period ending 12 September 2006 re. tax implications
for Mr Kiernan in relation to Employee Share Scheme from Monarch Gold
Mining Company Limited, Uran Limited and Minerai Resource Limited. Total
fees billed amounted to $6,300 phus GST. Total amounts written off were
$2.478.

6. Preparation of advice during the period | September to 31 December 2006 for
advice and correspondence in relation to Executive Service Agreements and
Employee Share Options, Total Tees billed were 31800 and total amounts written
olt were 5224.

7. Preparation of advice during the period 15 Muarch to 135 June 2007 in relation to
the review of the taxation implications associated with various cmployee



9.

10.

12.

Annexure A
options. Total fees billed were $6,000 plus GST and total amounts written off
were $4,756.

Preparation of advice during the month of September 2007, Total fees bilfed
amouated to $3,000 plus GST and total written off $850.

Preparation of advice during the month of September 2007, Preparation of
Financial Position for Mr Kiernan and registering him as a sophisticated
investor. Total fees billed amounted to $1,000 plus GST with $163 written off.

Professional services during the month of September 2007 including various
discussions with ATO, fees billed $950 with $1.,518 written off.

Provision of professional services during the period 1 February 2008 to 31
March 2008 in relation to Income Tax Returns for the year ended 30 June 2007,
Total fees recetved amounted to $2,900 plus GST. Total amounts written off,
Nii. Preparation of advice during the month of March 2008 re. calculation of the
assessable amounts received from various Employee Share Schemes;
Correspondence with Mineral Resources and Peel Exploration regarding the
details of employee options and subsequent market values and calculation of
capital gains on the disposal of shares

Preparation of advice during the month of April and May 2008 re. Deductible
Gift Recipient Status of St Lawrence Building Fund; no fees billed, write off of
$4980 as charity related.

Work conducted by Pitcher Partners for Crawley Investments Pty Ltd - a
private company of Mr Kiernan.

1.

[

Provisien of professional services during the penied 15 March to 15 June 2007
in relation to Income Tax Retwms for the year ended 30 June 2006. Total fees
received amounted o $4,000 plus GST. Total amounts written off $13,244.

Provision of professional services for period 15 June 2007 to 28 September 2007
i relation to the Preparation of Business Activity Statements for December
2006 to 30 June 2007. Total fees billed were $5.000 plus GST with §5,043
written off.

Interim fee (period 1 September to 22 November 2007) for provision of
financial statements and Income Tax Retwrns for the year ended 30 June 2007.
Total fees received amounted to $1,600 plus GST. Total amounts written off
$3.302.

Provision of professional services for period 1 September 2007 10 22 November
2007 in relation to the Preparation of Business Activity Statements for
September 2007, Total fees billed were $1.800 plus GST with S2.982 written

ofl

Final fee (period | February to 31 March 2008) for provision of financial
statements and Income Tax Retwrns for the year ended 30 June 2007, Total fees
recerved amounted 1o 58,700 plus GST. Total amounts weitten off $2,13 1.

PITCHER PARTHNERS
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Annexure A
Specific work conducted in respect of the vear ended 30 June 2007 included:

- Carrespondence with Frank Campagna and work completed in reconciling the
historical share holdings of Crawley and its various cost bases;

- Reconciling the inveices paid and monies received on behalf of Monarch
Resources, India Resources and Crawley Resources Lid;

- Reconciling loan balances between Monarch Resources, India Resources and
Crawley Investmenis Pty Lid and reconciling the movement in the loan balance
between Impertal Resources Pty Lid and Crawley Investments Pty Lid.

6. Provision of professional services for period 1 February 2008 to 31 March 2008
in relation to the Preparation of Business Activity Statements for December
2007 quarter. Total fees billed were $1,800 plus GST with $Nil written off.

7. Provision of professional services for the month of April 2008 in relation to the
Preparation of Business Activity Statemenis for March 2008 quarter. Total fees
billed were $1,800 plus GST with $20 written off.

Work conducted by Pitcher Partners for Imperial Resources Pty Ltd — a private
company of Mr Kiernan.

t. Provision of protessional services during the period 15 March te 15 June 2007
in relation to Income Tax Returns for the year ended 30 June 2006, Total fees
received amounted (o $1,500 plus GST. Total amounts written off Nil.

2. Provision of professional services during the period for period | September
2007 to 22 November 2007 in relation to Income Tax Return and Financial
Statements for year ended 2007 and interim financial statements for period to 30
September 2007, Total fees received amounted te $5,100 plus GST. Total
amounts written off $703.

3. Preparation of advice in December 2007 re. Loans o Imperial related parties
{not Monarch); dividend payment to clear loans and Franking Credits available,
also tax affect of realising Forergn Exchange gains. Total fees billed amounted
to $1725 plus GST with amounts written off $366.

4, Preparation of advice during March 2008 re. Imperial Minerals Restructure, with
fees totalling 511,300 plus GST, with an amount of 316 written off. Services
provided including:

- Meeting with Frank Campagna discussing the history of Imperial Resources Pty
Lid and the desired outcome of the restructure;

- Considering refevant tax provisions and 1ts potential impact on the strategy
cutlined:

- Considering the potential application of applicable tax rufes;

- Addressing any stamp duty 1ssues on the termination of Impenal agreements and
share transter forms:

- Preparation of the memorandum outlining a possible sirategy:
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Annexure A
- Preparation of financial statements to the date of transfer, 21 December 2007.

In summary, as previcusly stated in our DIRRI issued to creditors, the above prior
professional relationship with an associate of the Group (Mr Kiernan) does not breach
the IPA code in respect of independence. We do not see how the provision of advice
to Mr Kiernan, entirely in relation to his persenal tax position and those of his private
companies, will impact the Administrators role in respect of the Group. Further, it is
the Administrator’s view it will not influence the ability of the Administrators to fully
comply with the statutory and fiduciary obligations associated with the appointment;
and we consider it will not influence the objectivity, impartiaiity or judgement of the
Administrators in performing those duties.



PITCHER PARTNERS

Annextre B

Summary of the work performed by Pitcher Partners for entities related to
Mr Michael Kiernan for inclusion in the Administrators’ revised DIRRI.

In February 1998 Mr Hughes was the lead Partner on the reconstruction of the Valiant
Consolidated Limited group of companies. The successful bidder with a
recapitalisation proposal for the parent company was Mr Michael Kiernan. There are
Directors on the boards of such companies as Consolidated Minerals Lid, Midwest
Corporation Lid, Psivida Ltd, Adelphi Energy Ltd, Amcom Telecommunications Ltd,
Yilgarn Mining Lid, Yilgarn Gold Lid, Joyce Corporation Ltd, Deep Yellow Lid,
Lach Drummond Resources Ltd who Mr Hughes enjoys exactly the same business
relationship with and whom he periedically stays in touch with in the same manner as
part of his marketing role as Managing Partner of Pitcher Partners.



s PITCHER PARTNERS

Annexure C

Summary of the work performed by Pitcher Partners for entities related to
Mr David Humann for inclusion in the Administrators’ revised DIRRI.
Furthermaore, Pitcher Partners are the liquidators of the Barron group of companies.
This appointment was in approximately in 2001, Mr David Humann, a Director of
Monarch Gold Mining Company Ltd and the Monarch group companies and formerly
of Territory Resources Lid was a Director of the Barron group. We reached a
confidential settlement with Mr Humann pertaining to that liguidation.





