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Kingsgate Consolidated Limited
ABN 42 000 837 472
(ASX Code: KCN)

Appendix 4E
Preliminary Final Report

For the Financial Year Ended 30 June 2012

Results for Announcement to the Market

$’000

Revenue from ordinary activities Up 107% to 357,372
Profit from ordinary activities after tax attributable to Up 255% to 75,159
members

Net profit for the period attributable to members Up 255% to 75,159
Net loss for the period attributable to non-controlling Down 43% to (153)
interests

Profit after tax for the year Up 259% to 75,006

Dividends/distribution

Amount per security

Franked amount per security

Final dividend
- current reporting period 10 cents Nil
- previous reporting period 5 cents Nil
Interim dividend
- current reporting period 10 cents Nil
- previous reporting period 10 cents Nil

Record date for determining entitlements to dividend

14 September 2012

The dividend will be fully unfranked.

Refer attached Review of Operations for commentary on the results for the year.

Current Reporting Period:

Previous Corresponding Reporting Period:

Year ended 30 June 2012
Year ended 30 June 2011
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REVIEW OF OPERATIONS

The Directors of Kingsgate Consolidated Limited today announced a net profit after tax of $75.0 million for
the year ended 30 June 2012.

Dividends

A final dividend of 10 cents per share was declared on 30 August 2012 with respect to the year end 30 June
2012. The record date is 14 September 2012 and the dividend will be paid on 1 October 2012.

Overview

Kingsgate implemented its growth strategy in 2012 with a major expansion of the process plant at Chatree
in Thailand to a throughput rate of around 6.2 million tonnes per annum and the contribution of a full year
from the Challenger mine in South Australia. The growth strategy continued to advance with the successful
completion of an off-market takeover offer for the balance of around 30% of Laguna Resources NL
(“Laguna”) that was not owned by the Company, in January 2012, and the acquisition of a major tenement
package, including identified silver and gold resources, surrounding the Laguna leases, in Central Chile. The
consolidated project has been renamed Nueva Esperanza with a technical feasibility study now well
advanced. The Company also completed the purchase of the Bowdens advanced silver development project
in NSW. This project has moved forward with additional drilling and through the advancement of a
technical feasibility study and baseline environmental data collection.

Group gold production for the year ended 30 June 2012 was a record 208,760 ounces, an increase of 85%
on the previous corresponding year. The contribution from Chatree was 121,372 ounces with 87,388
ounces from Challenger.

Chatree gold production was 59% higher than the previous corresponding period as a result of an increase
in throughput due to an expansion of the Chatree process plant and access to higher grade ore in C North.
Challenger production represents the first full year of production under Kingsgate ownership.

Financial Results

Kingsgate achieved an after tax profit of $75.0 million for the full year to 30 June 2012 compared to an
after-tax profit of $20.9 million for the previous corresponding period.

EBITDA before significant items

Before significant items, the pre-tax profit of the Group was $91.3 million. Significant items comprised
foreign exchange (gain)/losses and acquisition transaction costs.

EBITDA before significant items was $167.9 million up from $67.8 million in the previous year.
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Consolidated
2012 2011
$’000 $’000
Profit after tax 75,006 20,879
Income tax (benefit) / expense 16,271 (3,092)
Profit before tax 91,277 17,787
Significant items
Foreign exchange (gains) / losses (1,268) 15,832
Acquisition transaction costs 964 4,757
Profit before tax and significant items 90,973 38,376
Finance costs 9,372 1,669
Depreciation 67,553 27,772
EBITDA before significant items 167,898 67,817

EBITDA before significant items is a financial measure which is not prescribed by Australian Accounting
Standards (AAS) and represents the profit under AAS adjusted for specific significant items. The table above
summarises key items between statutory profit after tax and EBITDA before significant items. The EBITDA
before significant items has not been subject to any specific review procedures by our auditor but has been
extracted from the accompanying full year financial report.

Revenue

Total revenue for the Group for the year was $357.4 million up 107% from the previous year. Gold revenue
increased by 111% to $329.6 million and silver revenue increased by 74% to $27.8 million.

The increase in gold revenue reflects the full year production from Challenger Mine since acquisition and
increase in gold production from Chatree Mine, and a higher gold price.

The average USS gold price received was US$1,663 (2011: US$1,386) partially offset by the strengthening of
the AUD against USD during the year.

The increase in silver revenue is a result of higher silver production from Chatree Mine, and a higher silver
price.

Costs

The overall increase in cost of sales to $171.5 million including royalties and net of depreciation and
amortisation largely reflects a full twelve months of production from the Challenger mine compared to five
months in the prior year and increased throughput and production from the Chatree mine. On a unit cost
basis, total cash costs for the Group were US$720/0z up from USS639/0z in the previous year. Costs at
Chatree were impacted by higher power, fuel, other consumable prices, and higher royalties, while unit
costs at Challenger for the full year’s production were US$862/0z from USS968/0z which represents only
five months ownership in the previous year.
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Depreciation and amortisation

The increase in depreciation and amortisation to $67.3 million reflects the full year production from
Challenger mine. Depreciation and amortisation increased at Chatree by $9.3 million, reflecting higher
production and amortisation of the capital cost of the Chatree North plant expansion.

Exploration

Exploration expensed was $1.9 million and relates to exploration licences in Australia and Chile that were
relinquished or disposed of during the year.

Cash flow

Operating cash inflow was $165.2 million. Net investing cash outflow for property, plant, equipment and
exploration, evaluation and development was $167.4 million. During the year, Kingsgate paid $41 million as
part consideration of the acquisition of Bowdens silver project and received $67.8 million net of transaction
costs from an institutional share placement in February 2012. The Group’s cash borrowing (net of
transaction costs) was $96.6 million with $26.6 million repaid prior to 30 June 2012.

Operational Performance

Gold production for the year ended 30 June 2012 was 208,760 ounces, an increase of 85% on the year
ended 30 June 2011.

Chatree

Chatree mine produced 121,372 ounces of gold during the year. The increase in gold production was a
combination of higher throughput and access to C North, where higher grade ore was mined during the
year. Mining at C North was completed late in the June quarter.

The Chatree North Expansion project was constructed as a separate 2.7 million tonnes per annum (Mtpa)
ore processing plant located besides the current 2.3 Mtpa Chatree processing plant. This has resulted in a
combined total name plate ore processing capacity of 5 Mtpa. By year end, the final stages of
commissioning, optimisation and plant trials were largely complete with construction of the Tailing Storage
Facility #2 (TSF#2) expected to be finished in the September 2012 quarter. It is anticipated the throughput
rate will stabilise at a consistent 6.2 million tonnes per annum, some 24% above the nameplate capacity.

Challenger

The Challenger mine produced 87,388 ounces for the first full year since its acquisition. Production at
Challenger was lower than expected due to the effects of a number of operating and geological issues.
Stope availability fell behind, a result of a shortfall in underground development primarily because of low
equipment availability due to maintenance manning issues, loss of experienced underground mining
personnel and poor ventilation at the base of the mine. Additionally, there was excessive dilution caused by
localised poor geological conditions. All these issues are currently being addressed.

Bowdens Silver Project
The field programs supporting the feasibility and environmental studies at Bowdens were ongoing during

the year with a continuing drilling program and other surface work. Sterilisation drilling and additional
metallurgical sampling were completed with the resource evaluation drilling expected to be completed in
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the September quarter 2012. The resource model will be updated following the completion of the resource
drilling.

Metallurgical testwork is underway with the program aimed at confirming key design parameters to be
incorporated in the draft definitive feasibility study (DFS) expected to be completed by the end of the
December quarter.

The data and analysis from these programs will be included in both a preliminary EIS document and the
draft definitive feasibility study.

Nueva Esperanza Silver / Gold Project

On 6 July 2011 Laguna signed a binding agreement to acquire the Esperanza and Chimberos mining leases,
which surrounded its wholly owned Arqueros Project. The transaction enabled the consolidation of the
Arqueros, Esperanza and Chimberos mining leases into one project, now known as Nueva Esperanza.

Field operations at Nueva Esperanza continued during the year with the completion of geotechnical work
and resource and metallurgical drilling at Teterita and mapping, surveying and sampling at Chimberos. The
integrated mine plan for the startup of the Nueva Esperanza mine based on the Teterita and Arqueros
deposits was nearing completion at year end.

Ausenco (Perth) have been appointed managers of the feasibility study and will take it through to the
definitive feasibility level which is expected to be completed during the December 2012 quarter. The
process for the completion of the environmental impact assessment is well advanced.

Acquisition

During the year, Kingsgate Consolidated Limited successfully acquired 100% of Bowdens Silver Project and
the 30% non-controlling interests of Laguna Resources NL (“Laguna”).

Bowdens Silver Project

On 1 August 2011, Kingsgate Consolidated Limited announced that it had entered into an agreement to
purchase the Bowdens Silver Project in New South Wales, Australia from a wholly-owned subsidiary of
Silver Standard Resources Inc. On 23 September 2011, Kingsgate achieved 100% control over the Bowdens
Silver Project.

Consideration for the acquisition was $76 million comprising:

e $36 million cash;

e two payments, each of S5 million cash, payable on 31 December 2011 and 30 June 2012 (the second
tranche of $5 million was paid on 2 July 2012); and

e 530 million in Kingsgate shares.

Kingsgate has entered into a five year A$35 million convertible loan facility to provide funding for the
Bowdens acquisition. Kingsgate issued 3,333,334 options to Investec pursuant to the A$35 million
convertible loan facility agreement.

Acquisition of non-controlling interests

On 31 October 2011, Kingsgate announced a conditional off-market takeover offer for all the issued fully
paid ordinary shares and certain partly paid shares of Laguna Resources NL not already owned by
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Kingsgate. The offer was conditional on Kingsgate becoming entitled to compulsorily acquire the securities

which were not tendered into the offer.
The consideration under the offer was as follows:

e S$3.75 cash for each Laguna fully paid ordinary share;
e 50.001 cash for each Laguna partly paid share paid to $251.70 with $996.21 unpaid; and
e 50.0055 cash for each Laguna partly paid share paid to $417.32 with $181.99 unpaid.

On 15 February 2012, Laguna shares were delisted from the Australian Securities Exchange.
Exploration

The Group has a portfolio of exploration tenements and applications in Thailand, Australia, Chile and Lao
PDR.

Finance

Institutional Share Placement

On 22 February 2012, Kingsgate announced a $70 million Fully Underwritten Institutional Share Placement
(“Share Placement”). The Share Placement resulted in 9,859,155 new ordinary shares being issued on 29
February 2012 at an issue price of $7.10 per share. Transaction costs associated with the Share Placement
were $2.2 million, resulting in net cash proceeds of $67.8 million.

Syndicated loan facility

A baht denominated syndicated loan facility between Akara Mining Limited (“Akara”) and a bank syndicate
comprising CIMB Thai Bank Public Company Limited, the Bangkok branch of Sumitomo Mitsui Banking
Corporation and Investec Bank (Australia) Limited (“Investec”) was executed in May 2011. The facility is

provided subject to security over Akara’s assets and undertakings and guarantees from Akara’s subsidiary.

The syndicated loan facility is a four year amortising loan with equal half-yearly repayments commencing
on 31 March 2012. The loan documentation contains no mandatory hedging requirements.

The loan balance as at 30 June 2012 is for THB 2,588,165,000 (A$80,605,000), following the first loan
repayment of THB 456,735,000 (A$14,296,000) on 31 March 2012.

Corporate loan facility

Kingsgate has a three year secured loan facility with Investec with a limit of AS50 million as at 30 June 2012
(30 June 2011: USS50 million), of which A$40 million has been drawn down as at 30 June 2012.

In addition, Kingsgate has a one year revolving loan facility in place with Investec. Kingsgate drew down a
total of A$11.65 million under this facility to fund the acquisition of the non-controlling interests in Laguna
Resources. This amount was fully repaid during the period by the issue of Kingsgate shares to Investec.
Convertible loan facility

Kingsgate has entered into a five year A$35 million convertible loan facility with Investec to provide funding

for the Bowdens acquisition. A total of 3,333,334 Kingsgate options have been issued as required under the
loan agreement.
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OUTLOOK

The outlook for the Group in fiscal year 2013 is for gold production to be in the range of 200,000 to 220,000
ounces. At the Chatree mine in Thailand, the expanded plant will result in an increase in gold production to
between 120,000 to 130,000 ounces and at the Challenger mine in South Australia, production for the year
is expected to be in line with 2012 with production in the range of 80,000 ounces to 90,000 ounces of gold.

Significant progress has been made at the Nueva Esperanza in Chile, with the draft technical feasibility
study expected to be completed in September 2012 and a development decision scheduled for the
December quarter 2012.

A technical feasibility study on the Bowdens silver project in New South Wales is also expected to be
completed during the year and in addition it is anticipated a draft environmental impact statement will be
submitted to the New South Wales Government thereafter.
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STATEMENT OF COMPREHENSIVE INCOME
For the year ended 30 June 2012

Consolidated

Notes 2012 2011
$’000 $’000
Restated*
Sales revenue 3(a) 357,372 172,356
Cost of sales 3(b) (238,826) (113,689)
Gross Profit 118,546 58,667
Exploration expenses (1,933) (2,447)
Corporate and administration expenses 3(c) (19,303) (17,784)
Other income and expenses 3(d) 1,565 862
Foreign exchange gain / (loss) 1,268 (15,832)
Business acquisition costs (964) (4,757)
Profit before finance costs and income tax 99,179 18,709
Finance income 1,470 747
Finance costs 3(e) (9,372) (1,669)
Profit before income tax 91,277 17,787
Income tax benefit /(expense) 4 (16,271) 3,092
Profit after income tax 75,006 20,879
Other comprehensive income
Exchange differences on translation of foreign operations (net of tax) 2,306 (30,795)
Change in fair value of available-for-sale financial assets (net of tax) (700) 791
Other comprehensive (loss) / income for the year, net of tax 1,606 (30,004)
Total comprehensive income for the year 76,612 (9,125)
Profit after tax attributable to:
Owners of Kingsgate Consolidated Limited 75,159 21,148
Non-controlling interests (153) (269)
Profit after tax for the year 75,006 20,879
Total comprehensive income attributable to:
Owners of Kingsgate Consolidated Limited 76,765 (8,856)
Non-controlling interests (153) (269)
Total comprehensive (loss) / income for the year 76,612 (9,125)
Cents Cents
Earnings per share
Basic earnings per share 14 52.5 18.7
Diluted earnings per share 14 52.5 18.6

* Refer to Note 1 — Basis of Preparation in the 30 June 2012 financial statements.
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STATEMENT OF FINANCIAL POSITION
For the year ended 30 June 2012

S

Consolidated

Notes 2012 2011
$’000 $’000
ASSETS
Current assets
Cash and cash equivalents 90,623 35,864
Receivables 12,226 15,050
Inventories 56,079 30,962
Other assets 35,128 24,268
Total current assets 194,056 106,144
Non-current assets
Inventories 30,314 43,265
Available-for-sale financial assets 1,751 2,200
Property, plant and equipment 255,814 209,485
Exploration, evaluation and development 528,455 407,093
Deferred tax assets 10,211 10,261
Other assets 27,858 16,615
Total non-current assets 854,403 688,919
TOTAL ASSETS 1,048,459 795,063
LIABILITIES
Current liabilities
Payables 42,597 34,802
Provisions 2,993 3,264
Current tax liabilities 11,655 2,953
Borrowings 35,697 23,912
Derivatives held for trading 2,685 2,260
Total current liabilities 95,627 67,191
Non-current liabilities
Payables 6,681 4,294
Provisions 19,381 11,968
Borrowings 121,847 75,984
Deferred tax liabilities 29,110 28,702
Total non-current liabilities 177,019 120,948
TOTAL LIABILITIES 272,646 188,139
NET ASSETS 775,813 606,924
EQUITY
Contributed equity 8 599,618 482,874
Reserves 9 (20,406) (26,527)
Retained profits 9 196,601 143,468
Total equity attributable to equity holders of Kingsgate Consolidated Limited 775,813 599,815
Non-controlling interests - 7,109
TOTAL EQUITY 775,813 606,924
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<SS

Consolidated Notes  Contributed Reserves Retained Total Non- Total equity
equity profits controlling
interests
$’000 $’000 $’000 $’000 $’000 $’000
Balance at 1 July 2010 156,068 4,008 155,967 316,043 - 316,043
Total comprehensive income for the year - (30,004) 21,148 (8,856) (269) (9,125)
Transaction with owners in their capacity as owners: -
Contributions of equity, net of transaction costs 9,659 - - 9,659 - 9,659
Issue of ordinary shares related to acquisition of
subsidiaries and assets 317,147 - - 317,147 - 317,147
General reserve - 23 - 23 - 23
Dividends provided for or paid - - (33,647) (33,647) - (33,647)
Movement in share option reserve - (554) - (554) - (554)
Total transactions with owners 326,806 (531) (33,647) 292,628 - 292,628
Total contribution by and distribution to owners of
Kingsgate Consolidated Limited 482,874 (26,527) 143,468 599,815 (269) 599,546
Acquisition of non-controlling interests - - - - 7,378 7,378
Balance at 30 June 2011 482,874 (26,527) 143,468 599,815 7,109 606,924
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<SS

Consolidated Notes  Contributed Reserves Retained Total Non- Total equity
equity profits controlling
interests
$’000 $’000 $’000 $’000 $’000 $’000

Balance at 1 July 2011 482,874 (26,527) 143,468 599,815 7,109 606,924

Total comprehensive income for the year - 1,606 75,159 76,765 - 76,765
Transaction with owners in their capacity as owners: -

Contributions of equity, net of transaction costs 8 2,068 - - 2,068 - 2,068

Institutional share placement 8 70,000 - - 70,000 - 70,000

Issue of ordinary shares related to Bowdens acquisition 3 i i i

of subsidiaries and assets 30,000 30,000 30,000

Issue of ordinary shares as part consideration for the 8 i i i

settlement of a legal dispute 3,024 3,024 3,024

Issue of ordinary shares related to loan facility 3 i i i

repayment 11,652 11,652 11,652

Dividends provided for or paid - - (22,026) (22,026) - (22,026)

Movement in share option reserve 9 - 8,918 - 8,918 - 8,918
Total transactions with owners 116,744 8,918 (22,026) 103,636 - 103,636
Tf)tal contrlbutlop by anc! dl.strlbutlon to owners of 599,618 (16,003) 196,601 780,216 7,109 787,325
Kingsgate Consolidated Limited

Acquisition of non-controlling interests 5 - (4,403) - (4,403) (7,109) (11,512)
Balance at 30 June 2012 599,618 (20,406) 196,601 775,813 - 775,813
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STATEMENT OF CASH FLOW
For the year ended 30 June 2012

S

Consolidated

Notes 2012 2011
$’000 $’000
Cash flows from operating activities
Receipts from customers 361,754 176,686
Payments to suppliers and employees (182,759) (133,470)
Interest received 1,394 747
Finance costs paid (8,431) (1,346)
Income tax paid (6,711) (8,591)
Net cash inflow from operating activities 12 165,247 34,026
Cash flows from investing activities
Payments for property, plant and equipment (92,343) (103,708)
Payments for exploration, evaluation and development (75,054) (12,937)
Payments for acquisition of Bowdens Silver Project (41,000) -
Payments for acquisition of non-controlling interests (11,359) -
Cash acquired on acquisition of subsidiaries, net of cash paid 136 16,478
Interest capitalised to expansion and development projects (6,939) (4,960)
Deposits (2,470) -
Payments for other assets (3,526) (3,022)
Proceeds from disposal of property, plant and equipment - 72
Net cash (outflow) from investing activities (232,555) (108,077)
Cash flows from financing activities
Proceeds from borrowings, net of transaction costs 96,627 134,193
Repayment of borrowings (26,622) (45,000)
Payments for interest - (233)
Proceeds from the issue of shares 70,792 3,728
Dividends paid (18,933) (28,461)
Net cash inflow from financing activities 121,864 64,227
Net increase / (decrease) in cash held 54,556 (9,824)
Cash at the beginning of the year 35,864 49,098
Effects of exchange rates on cash and cash equivalents 203 (3,410)
Cash at the end of the year 90,623 35,864
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NOTES TO THE PRELIMINARY FINAL REPORT
For the year ended 30 June 2012

1. BASIS OF PREPARATION

This report has been prepared in accordance with Appendix 4E of the Australian Stock Exchange Listing
Rules and is in accordance with Australian Accounting standards, other authoritative pronouncements of
the Australian Accounting Standards Board and the Corporations Act 2001. This financial report relates to
the consolidated entity consisting of Kingsgate Consolidated Limited and the entities it controlled at the
end of, or during, the year ended 30 June 2012. The accounting policies adopted are consistent with those
of the previous year and the 2012 full financial report.

The Company is of a kind referred to in Class order 98/100, issued by the Australian Securities and
Investment Commission, relating to the “rounding off” of amounts in the financial report. All financial
information presented in Australian dollars has been rounded off in accordance with that Class Order to the
nearest thousand dollars, or in certain cases, the nearest dollar.

2. STATEMENT ABOUT THE AUDIT STATUS

This report is based on financial statements that have been audited. The Company does not expect that
there will be any qualifications to its financial statements.

3. REVENUE AND EXPENSES

(a) Salesrevenue

Consolidated
2012 2011
$’000 $’000
Gold 329,579 156,344
Silver 27,793 16,012
Total sales revenue 357,372 172,356

(b) Cost of sales

Consolidated

2012 2011

$’000 $’000
Direct costs of mining and processing 159,500 106,740
Royalties 27,196 12,646
Inventory movements (8,131) (23,865)
Deferred mining (7,059) (9,374)
Depreciation (operations) 67,320 27,542
Total cost of sales 238,826 113,689
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3. REVENUE AND EXPENSES (Continued)

(c) Corporate and administration expenses

S

Consolidated

2012 2011

$’000 $’000
Administration 12,736 11,304
Technical support and business development 2,867 3,355
Statutory and professional fees 3,467 2,895
Depreciation 233 230
Total corporate and administration expenses 19,303 17,784

(d) Otherincome and expenses

Consolidated

2012 2011

$’000 $’000
Sale of mineral rights 1,150 -
Net gain on sale of fixed assets 35 72
Change in fair value of undesignated gold contracts held for trading (425) 541
Change in fair value of available-for-sale financial assets (260) -
Gain on close-out hedge contract 819 -
Other revenue 246 249
Total other income and expenses 1,565 862

(e) Finance costs

Consolidated

2012 2011

$’000 $’000

Interest and finance charges 13,783 5,573

Rehabilitation provision discount adjustment 390 323

Amortisation of deferred borrowing costs 2,138 733
Less: borrowing costs capitalised (6,939) (4,960)

Total finance costs 9,372 1,669
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3. REVENUE AND EXPENSES (Continued)

(f)  Depreciation and amortisation

S

2012 2011

$’000 $’000

Property, plant and equipment 17,600 7,379
Mine properties 50,353 21,011
Less: Depreciation capitalised (400) (618)

Consolidated

Included in :
Cost of sales depreciation

Corporate depreciation

Total depreciation and amortisation expenses

67,553 27,772

67,320 27,542
233 230

(g) Employee benefits expenses

Included in
Cost of sales

Corporate and administration expenses

Consolidated
2012 2011
$’000 $’000

17,474 10,476
8,822 6,268

Total employee benefits expenses

26,296 16,744

(h) Otheritems

Consolidated
2012 2011
$’000 $’000
Operating lease rentals 749 435

(i) Significant items

2012 2011

$’000 $’000

Foreign exchange (gain) / losses (1,268) 15,832
Dominion acquisition cost (see Note 5) 964 4,757

Consolidated

Total significant items

(304) 20,589
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INCOME TAX

(a) Income tax expense

S

Consolidated

2012 2011

$’000 $’000

Current tax 15,591 7,717
Deferred tax 680 (10,809)
Income tax (benefit ) / expense 16,271 (3,092)

Deferred tax expense / (benefit) included in tax expense comprises:
(Increase) / decrease in deferred tax assets
Increase / (decrease) in deferred tax liabilities

(4,908) (9,027)
5,588 (1,782)

Deferred tax

680  (10,809)

(b)

Numerical reconciliation of income tax expense to prima facie tax payable

Consolidated

2012 2011
$’000 $’000
Profit from continuing operations before income tax 91,276 17,787
Tax at Australian rate of 30% 27,383 5,336
Tax effect of amounts not deductible / assessable in calculating taxable income:
Non-deductible expenses 1,302 2,736
Non-deductible amortisation 1,695 755
Non-deductible interest expense to preference shareholders 169 533
Share-based payment remuneration - 51

Double deduction of expenses (Thailand)

Differences in Thailand tax rates

Non-temporary differences affecting the tax expense
Temporary differences previously not recognised

Temporary difference adjustment (either change in estimate of rate of
reversal or not previously recognised)

Other temporary difference adjustment

Tax benefit of tax losses not brought to account in the prior year recognised

this year
Tax benefit of tax losses not brought to account for the Australia and tax

(1,218) (1,997)
(13,316) (6,796)

(106) (97)

- (663)
1,229 (1,733)
(196) 790

(2,687) (2,007)

consolidated group 1,103 -
Temporary difference adjustment - change in tax rate for Thailand 913 -
Income tax (benefit) / expense 16,271 (3,092)
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4, INCOME TAX (Continued)

Akara Mining Limited, a controlled entity, has received approval from the Royal Thai Board of Investment
(BOI) of the Office of the Prime Minister for promotion of the Chatree gold mine.

Subject to meeting BOI conditions and based on an annual production limit of 178,416 ounces of gold and
583,733 ounces of silver, Akara Mining Limited’s Chatree gold mine is entitled to:

a) an 8 year full corporate tax holiday commencing at first gold pour on metal sales. The full tax holiday
expired in November 2009;

b) afurther 5 year half tax holiday following a) above (at 15% tax rate); and

c) other benefits.

The start of the promotion period was 27 November 2001.

Akara Mining Limited also received on 18 June 2010 a BOI promotion for the Chatree North gold processing

plant. Based on an annual production limit from the new processing plant of 185,200 ounces of gold and

1,080,400 ounces of silver, Akara Mining Limited is entitled to:

a) an 8 year tax holiday on income derived from the new processing plant with tax savings limited to the
capital cost of the new treatment plant;

b) 25% investment allowance on the capital cost of certain assets of the new processing plant; and

c) other benefits.

(c) Taxrecognised in other comprehensive income

Consolidated

2012 2011

$’000 $’000

Available-for-sale investment revaluation reserve (300) 339
Foreign exchange losses recognised directly in foreign currency translation reserves 102 (507)
Total tax recognised in other comprehensive income (198) (168)

(d) Unrecognised deferred tax liabilities

Consolidated

2012 2011
$’000 $’000
Tax losses recognised to offset deferred tax liabilities not recognised on the
statement of financial position and not already included in the tax losses. 19,853 11,031
Tax at Australian tax rate of 30% 5,956 3,309

No deferred tax liabilities have been recognised in respect of undistributed earnings of Akara Mining
Limited which, if paid out as dividends, would be subject to a withholding tax of 10%. An assessable
temporary difference exists, however no deferred tax liabilities have been recognised as the parent entity is
able to control the timing of distributions from this subsidiary and it is not expected to distribute these
profits in the foreseeable future.

18| Page




Kingsgate Consolidated Limited {6
Preliminary Final Report 4E for the year ended 30 June 2012
4, INCOME TAX (Continued)

(e) Unrecognised deferred tax assets

Consolidated

2012 2011

$’000 $’000
Tax losses 2,185 10,868
Potential tax benefit at 30% 655 3,260

(f)  Tax consolidation group

Kingsgate Consolidated Limited and its wholly-owned Australian subsidiary have implemented the tax
consolidation legislation as of 1 July 2003.

On adoption of the tax consolidation legislation, the entities in the tax-consolidation group entered into a
tax sharing agreement which, in the opinion of the Directors, limits the joint and several liabilities of the
wholly-owned entities in the case of default by the head entity, Kingsgate Consolidated Limited.

The entities have also entered into a tax funding agreement under which the wholly-owned entities fully
compensate Kingsgate Consolidated Limited for any current tax payable assumed and are compensated for
any current tax receivable and deferred assets relating to the unused tax losses or unused tax credits that
are transferred to Kingsgate Consolidated Limited under the tax legislation. The funding amounts are
determined by reference to the amounts recognised in the wholly-owned entities’ financial statements.

The amount receivable / payable under the tax funding agreement are due upon receipt of the funding
advice from the head entity, which is issued as soon as practicable after the end of each financial year. The
head entity may also require payment of interim funding amounts to assist with its obligations to pay tax
instalments.

During the year, Kingsgate Bowdens Pty Limited and Laguna Resources NL joined Kingsgate Consolidated
Limited tax-consolidation group upon being wholly-owned subsidiaries of Kingsgate Consolidated Limited
(see Note 5).
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(g8) Recognised deferred tax assets and liabilities

<&

Assets Liabilities Net
2012 2011 2012 2011 2012 2011
$’000 $’000 $’000 $’000 $’000 $’000
Deferred tax assets / liabilities:
Derivatives 808 680 - - 808 680
Employee benefits 1,571 1,611 - - 1,571 1,611
Provision for restoration and - -
rehabilitation 3,390 2,683 3,390 2,683
Provision for obsolescence 278 449 - - 278 449
Unrealised exchange (gains) /
losses 2,990 3,510 (200) - 2,790 3,510
Other items 1,096 1,328 - - 1,096 1,328
Tax losses 36,334 31,413 - - 36,334 31,413
Available-for-sale financial assets 78 - (39) (339) 39 (339)
Mine properties and exploration - - (65,205) (59,776) (65,205) (59,776)
Total deferred tax assets /
(liabilities) 46,545 41,674 (65,444) (60,115) (18,899) (18,441)
Set off of tax (36,334) (31,413) 36,334 31,413 - -
Net deferred tax assets (liabilities) 10,211 10,261 (29,110) (28,702) (18,899) (18,441)
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4q, INCOME TAX (Continued)

(h) Movement in deferred tax balances

S

2012 Balance at Recognised Recognised in Acquired in Foreign Balance
1 July in profit or other business exchange 30 June
loss comprehensive combinations
income

Deferred tax assets /

liabilities:

Derivatives 680 128 - - - 808
Employee benefits 1,611 (55) - - 15 1,571
Provision for restoration
and rehabilitation 2,683 664 - - 43 3,390
Provision for obsolescence 449 (181) - - 10 278
Unrealised exchange losses 3,510 (617) (103) - - 2,790
Other items 1,328 (230) - - (2) 1,096
Tax losses 31,413 4,921 - - - 36,334
Mine properties and
exploration (59,776) (5,389) - - (40) (65,205)
Available-for-sale financial
assets (339) 78 300 - - 39

Net deferred tax assets (18,441) (681) 197 - 26 (18,899)

2011 Balance at Recognised Recognised in Acquired in Foreign Balance

1July in profit or other business exchange 30 June
loss comprehensive combinations
income

Deferred tax assets /

(liabilities)

Derivatives - (160) - 840 - 680

Employee benefits 829 (342) - 1,250 (126) 1,611

Provision for restoration

and rehabilitation 2,384 346 - 326 (373) 2,683

Provision for obsolescence 519 (3) 8 (75) 449

Unrealised exchange losses - 3,003 507 - - 3,510

Other items - 330 - 998 - 1,328

Tax losses - 5,853 - 25,560 - 31,413

Mine properties and

exploration (5,619) 1,782 - (56,610) 671 (59,776)

Available-for-sale financial

assets - - (339) - - (339)
Net deferred tax (1,887) 10,809 168 (27,628) 97 (18,441)
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5. CONTROLLED ENTITIES ACQUIRED OR DISPOSED OF

(i) Bowdens Silver Project

S

On 1 August 2011, Kingsgate Consolidated Limited announced that it had entered into an agreement to
purchase the Bowdens Silver Project (Bowdens) in New South Wales, Australia from a wholly-owned
subsidiary of Silver Standard Resources Inc. On 23 September 2011, Kingsgate achieved 100% control over the

Bowdens Silver Project.

Consideration for the acquisition was $76,000,000 comprising:
e $36,000,000 cash;

e two payments, each of $5,000,000 cash, payable on 31 December 2011 and 30 June 2012 (the second

tranche of $5,000,000 was paid on 2 July 2012); and
e 530,000,000 in Kingsgate shares.

Kingsgate has entered into a five year A$35,000,000 convertible loan facility to provide funding for the

Bowdens acquisition. Kingsgate issued 3,333,334 options (see Note 9) to Investec pursuant to the
AS$35,000,000 convertible loan facility agreement.

Details of purchase consideration and identifiable assets acquired and liabilities assumed are as follows:

Consideration

2012
$’000
Equity instrument : 3,440,367 Kingsgate shares at $8.72 per share 30,000
Cash consideration (discounted) 45,757
Total consideration 75,757
Fair value
The net identifiable assets acquired and liabilities assumed are as follows:
Fair value
$’000
Assets
Cash and cash equivalents 136
Receivables 7
Exploration, mine property, plant and equipment 75,620
Total assets 75,763
Liabilities
Payables (6)
Total liabilities (6)
Net identifiable assets acquired 75,757

22 |Page




Kingsgate Consolidated Limited {6
Preliminary Final Report 4E for the year ended 30 June 2012
5. CONTROLLED ENTITIES ACQUIRED OR DISPOSED OF (Continued)

(ii) Laguna Resources NL

Acquisition of non-controlling interests

On 31 October 2011, Kingsgate announced a conditional off-market takeover offer for all the issued fully
paid ordinary shares and certain partly paid shares of Laguna Resources NL (“Laguna”) not already owned
by Kingsgate. The offer was conditional on Kingsgate becoming entitled to compulsorily acquire the
securities which were not tendered into the offer.

The consideration under the offer was as follows:

e S$3.75 cash for each Laguna fully paid ordinary share;
e 50.001 cash for each Laguna partly paid share paid to $251.70 with $996.21 unpaid; and
e 50.0055 cash for each Laguna partly paid share paid to $417.32 with $181.99 unpaid.

On 15 February 2012, Laguna shares were delisted from the Australian Securities Exchange.

The following table summarises the effect of changes in Kingsgate’s ownership interest in Laguna:

2012
$’000
Kingsgate’s ownership interest at 30 June 2011 17,070
Effect of increase in Kingsgate’s ownership interest 11,512
Share of comprehensive loss (153)
Kingsgate’s ownership interest at 30 June 2012 28,429

(iii) Dominion Mining Limited

Kingsgate Consolidated Limited (“Kingsgate”) and Dominion Mining Limited (“Dominion”) entered into a
Scheme Implementation Agreement on 20 October 2010 for Kingsgate to acquire all of the shares in
Dominion via a Scheme of Arrangement (“Scheme”).

Consideration for the transaction was Kingsgate shares with Dominion shareholders offered 0.31 Kingsgate
shares for each Dominion share they own. In addition, all Dominion options were cancelled in return for
ordinary shares in Kingsgate based on the exercise price and expiry date of the options held.

The Scheme was approved by Dominion shareholders and option holders on 2 February 2011 and was
approved by the Federal Court of Australia on 4 February 2011. The acquisition date is 2 February 2011.
The Scheme was implemented on 21 February 2011.

Acquisition related costs

Consolidated

2012 2011
$’000 $’000
Charged to the profit or loss 964 4,757
Charged to equity - 155
Total acquisition related costs 964 4,912
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5. CONTROLLED ENTITIES ACQUIRED OR DISPOSED OF (Continued)

Fair value

S

Fair value at the acquisition date was finalised during the year ended 30 June 2012 resulting in $7,300,000
being transferred from Exploration to Mine Properties. Details of fair value are set out as follows:

Fair value
$’000

ASSETS
Current assets

Cash and cash equivalents 17,104

Receivables 8,282

Inventories 10,660

Other assets 536
Total current assets 36,582
Non-current assets

Property, plant and equipment 82,080

Exploration, evaluation and development 231,940

Deferred tax assets 30,220
Total non-current assets 344,240
TOTAL ASSETS 380,822
LIABILITIES
Current liabilities

Payables 15,277

Provisions 4,165
Total current liabilities 19,442
Non-current liabilities

Provisions 1,086

Deferred tax liabilities 57,847
Total non-current liabilities 58,933
TOTAL LIABILITIES 78,375
FAIR VALUE OF IDENTIFIABLE NET ASSETS 302,447
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6. DETAILS OF AGGREGATE SHARE OF PROFITS / LOSSES OF ASSOCIATED AND JOINT VENTURES

There are no associates or joint venture entities in the Group.

7. OPERATING SEGMENTS

The Group’s operating segments are based on the internal management reports that are reviewed and
used by the Board of Directors (chief operating decision maker). The operating segments represent the
Group’s operating mines and projects and include the following:

e Chatree mine, Thailand

e Challenger mine, South Australia, Australia

e Bowdens silver project, New South Wales, Australia

Nueva Esperanza Silver / Gold Project, Chile.

Information regarding the results of each reportable segment is included as follows.
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OPERATING SEGMENTS (Continued)
2012 Operation Development Exploration Corporate Total Group
Chatree Challenger Bowdens  Nueva Esperanza $'000
$’000 $’000 $’000 $’000 $'000 $'000
External sales revenue 217,307 140,065 - - - - 357,372
Other revenue 281 819 - - 1,150 - 2,250
Total segment revenue 217,588 140,884 - - 1,150 - 359,622
Segment EBITDA 120,751 65,730 - (1,020) (519) (18,206) 166,736
Depreciation and amortisation (18,601) (48,723) - - - (233) (67,557)
Segment result (Operating EBIT) 102,150 17,007 - (1,020) (519) (18,439) 99,179
Finance income 335 256 9 1 11 858 1,470
Finance costs (4,558) (141) (5) (3) - (4,665) (9,372)
Net finance costs (4,223) 115 4 (2) 11 (3,807) (7,902)
Profit before tax 97,927 17,122 4 (1,022) (508) (22,246) 91,277
Income tax benefit / (expense) (17,085) (5,113) - 863 - 5,064 (16,271)
Profit after tax 80,842 12,009 4 (159) (508) (17,182) 75,006
Other segment information
Segment assets 493,647 379,434 87,974 50,481 28,555 8,368 1,048,459
Segment liabilities (131,314) (91,915) (926) (7,312) (882) (40,299) (272,648)
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OPERATING SEGMENTS (Continued)
2011 Operation Development Exploration Corporate Total
Chatree Challenger Bowdens Nueva Esperanza Group
$'000 $'000 $'000 $'000 $'000 $'000 $'000
Exte