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CHAIRMAN’S LETTER

To our shareholders old and new | say thank you for your support, we are fortunate in having you on board.

The financial year under review certainly had its challenges; COVID fears with borders shut, markets demanding
and political changes afoot. We weathered the storm thanks to our dedicated staff and our focus on North
America.

The year has also been an important milestone for your company as we undertook an ambitious transformation
strategy. We changed our name to Advance Metals to reflect our strategy going forward. We focussed on two
high quality projects in western USA and successfully advanced both, in quality and potential, whilst evaluating
several other projects.

We welcomed two new directors; Keith Middleton and Mel Sanderson, both of whom bring significant expertise
to our board. We farewelled long serving directors Mark Sykes and Simon Bird who have contributed many years
to your company.

We have agreed to focus our day-to-day operational management in the USA appointing Dominic Hill as COO
and are currently looking to expand our management team in replacing our previous CEO.

The Company looks forward to the new financial year with confidence, as the benefits of our strategic changes
and focus on quality projects with our dedicated team emerges.

I look forward to the market recognising in 2023 the value of your and my investment in our Company.

Yours faithfully,

ZM%"? oo

Geoff Hill
Chairman
Dated 28 March 2023
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CORPORATE UPDATE

Throughout the course of 2022 the Company worked diligently to deliver project milestones and successfully
completed exploration programs on time and within budget with the help of highly regarded local consultants. The
Company continued its focus on securing and advancing its gold and copper assets in North America and
tenements were increased in both the Garnet Creek Copper and Anderson Creek Gold Projects. The company
delivered its maiden JORC exploration target for Garnet Creek and significantly advanced the permitting process
for the project.

The Company rebranded itself and had a fresh look applied to its branding with a new website and new name of
Advance Metals Limited, following shareholder approval.

In line with the Company’s objective of targeting strategic and critical metals in undervalued and overlooked
deposits in Western USA to boost our portfolio, we are conducting due diligence on several projects that have
been presented to us.

Mr Keith Middleton was appointed as a Non-Executive Director at the beginning of 2022 and then later to
Executive Director to extend the Company’s investor relations program. Keith has extensive experience in
financial analysis, risk management, major capital works expenditure, corporate governance and ESG
regulations.

The Company strengthened the board and management team with the appointment of Ms Melissa (Mel)
Sanderson as Non-Executive Director. Mel has strengths in governance, public relations, and social responsibility
programs. Her career has included mining and government relations and she brings with her a wealth of
leadership experience in inclusivity and diversity issues.

Mr Michael Barrett was engaged early in the year as a full-time geologist and having worked for the Bureau of
Land Management (BLM) he understands the steps involved in developing projects, permitting and exploration.

Mr Simon Bird resigned from the board after many years of service to the company and Mr Mark Sykes was
farewelled after many years as Executive Director. The search for a suitably qualified, experienced and US based
metals Managing Director is well underway.

Spark Plus (Australia) Pty Ltd a speciality IR firm out of Singapore was engaged to raise $1million (before
expenses) and the Company had a successful oversubscribed placement of 100,000,000 shares at an issue
price of $0.01 per share, plus a 1 for 3 free attaching unlisted option exercisable at $0.021 with an expiry date of
two years from the date of issue.
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GARNET CREEK COPPER & STRATEGIC MINERALS PROJECT, IDAHO

The Garnet Creek Project Area is in Adams County, Idaho (ID), USA., at the southern end of the Seven Devils
mountains. The Project comprises 1022 Hectares of unpatented mineral lands held by Advance Metals.

Garnet Creek sits within the copper rich Seven Devils Mining District of the Snake River Copper Belt.
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After reviewing historical data, the company decided to stake an
additional 125 minerals bringing, an increase of 88% from the
previous year. The Company collected and analysed large
amounts of data at Garnet Creek including geochemical,
aeromagnetic, and radiometric data. The data collected from
the field was used to establish JORC Exploration Targets and
drilling targets which confirmed its prospective to be a high-
grade copper deposit.

During first phase of exploration +1,000 soil and rock chip
samples were collected and a detailed technical review of the
project followed.
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On the back of assay results the Company completed a JORC
Technical report with a JORC Compliant

Exploration Target of 2.76Mt — 6.44Mt @ 0.5%-1.5% Cu,
0.15-0.5 g/t Au, 0.31-0.52 Oz/t Ag. (Readers are advised that
the potential quantity and grade of the Garnet Creek Copper
Project are conceptual in nature, and there has been
insufficient exploration to estimate a Mineral Resource and
that it is uncertain if further exploration will result in the
estimation of a Mineral Resource.)
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B 1000 100 0.69 1.38 0.5 1.7 0.31 0.52 0.15 0.5
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D 500 100 0.15 0.69 0.5 1.7 0.31 0.52 0.15 0.5
Total 2.76 6.44 0.5 1.5 0.31 0.52 0.15 0.5

Garnet Creek JORC 2012 Exploration Targets
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ANDERSON CREEK GOLD PROJECT, IDAHO

In the second quarter of 2022 the Company set in place plans for an exploration program at The Anderson Creek
Gold Project. Already holding 24 claims, the Company acquired a further 93 claims which expanded the project
area by 200% (taking the project area to 939 Hectares). This program was completed in mid-September following
a field mapping, rock chip sampling and gridded soil sample campaign.

A high-resolution drone photogrammetry elevation and aerial survey was undertaken to highlight surface trends
in the geology and uncover historical activities covered by vegetation and 542 soil and rock chip samples collected
and sent for assay testing. This data will be used to support future exploration planning.
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Elko Project — B.C. Canada

The Company continues to maintain 100% ownership of the Elko Project located in B.C Canada. The three (3)
Elko Licences that cover 3,571 hectares (8,824 acres) located in the East Kootenay region in British Columbia.
Elko contains a 303.1 million tonnes JORC 2012 compliant resources that is used as a bulk commodity in the
production of steel. The Company continues to undertake the necessary activity on site to ensure the exploration
licences are kept in good standing.

The Elko project remains a high value asset as coking coal is a key commodity required in the steel making
process. The Company is still of the view that the Elko Project offers investor upside when compared to other
projects in the region.

The Company has approval to conduct exploration for a period of 5 years through its Notice of Works, which
allows the Company to:

e Construct access routes into the property, that is aimed at expanding the Project’s coal resource base
e Permit the Company to complete these works through to September 2024.

The Elko Project has a Measured and Indicated Resources of 210.8MT with 117.6MT Measured, 93.2MT
Indicated and 92.3MT Inferred Resources.

2019 In-Situ Resource Estimate (MT)
Lease Area
Measured Indicated Inferred Total

West 106.45 70.12 18.64 195.20
Central 11.11 20.93 61.20 93.25
East 0.09 2.14 12.48 14.70
Total 117.65 93.19 92.32 303.15
% of Total 39% 31% 30% 100%

Resource Estimate by Coal Lease Area
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DIRECTORS’ REPORT

Your directors present their report, together with the financial statements, of the group consisting of Advance Metals Limited
(Formerly Pacific American Holdings Limited (Company or AVM) and the entities it controlled at the end of, or during, the
year ended 31 December 2022 (Group).

1. DIRECTORS

The Directors of the Company during the year and until the date of this report are:

NAME AND QUALIFICATIONS, EXPERIENCE, SPECIAL RESPONSIBILITIES AND OTHER
POSITION DIRECTORSHIPS
Geoffrey Hill Geoff Hill BEcon (Syd), MBA (NSW), FFIN, FCPA, FAICD is a merchant banker with experience

Non-Executive
Chairman

Appointed 18
October 2007

in mergers and capital raising and has acted for a wide range of corporate clients in Australia and
overseas, particularly in the resources sector. He is Chairman of the International Pacific Securities
Group and Asian Property Investments Limited. He is also a non-executive director of ASX listed
company American Rare Earths Limited (ASX: ARR) (appointed 27 August 2015).

Keith Middleton

Executive Director

Keith Middleton BA, AIM, AICD is an Executive Director.

Keith is a corporate advisor and director of ASX listed companies specializing in the Australian
and International resource sector. He has extensive experience in financial analysis, risk

épgomte‘jzézz management, major capital works expenditure, corporate governance and ESG regulations.
ebruary Keith has direct accountability for mining operations and exploration activities coupled with

strategy formulation, project evaluation and investor presentations.
His former public directorships over the last three years include American Rare Earths Limited
from 19 March 2020 to 7 February 2022 and Redbank Copper from 2 August 2019 to 2 August
2021.

Melissa (Mel) Melissa (Mel) Sanderson, B.Ec., BA English Literature, MBA, Professor,

Sanderson

Independent Non-
Executive Director

Appointed 14 April
2022.

Mel’s international career has spanned diplomacy and mining for 30+ years. Mel is adept at
cross-cultural communication and brings leadership experience in inclusivity and diversity issues.
At global mining leader Freeport-McMoRan, Mel sited, staffed, and ran a corporate office
focused on government and public relations, as well as social responsibility programs. She
served our nation as a senior diplomat in the US. Department of State.

She is currently a Non-executive Director of American Rare Earths Limited [ASX:ARR]
(appointed 12 November 2021)

Mark Sykes
Executive

Director/Chief
Executive Officer

Appointed 31
December 2017

Mark Sykes B.Eng (Mining) (WASM), Masters Minerals and Energy Economics (Macquarie
University)

Mark is an experienced Mining Engineer with a wealth of operations and business development
experience, during a career of some 25 years. Mark’s career includes time with BHP in an
operational capacity and with Mitsubishi Development in a senior corporate investment role.
Mark has exposure to a broad range of commodities including coal, uranium, iron ore, platinum
group metals and other minerals. Mark brings exceptional experience in areas of corporate and
strategic development, transactional due diligence, operations, technical engineering and project

Resigned 31 management.

October 2022
Mark served as Chief Executive Officer before being appointed to the Board on 31 December
2017.

Simon Bird Simon Bird B.Compt (University of South Africa), B.Compt (Hons) (University of South Africa),

Independent Non-
Executive Director

Appointed 13 July
2010

Resigned 31 May
2022

CA, FCPA, FAICD is a Non-Executive Director and Chairman of the Audit Committee

Simon’s 30-year professional career in Australia, Africa and Europe includes six years with
PricewaterhouseCoopers and senior roles in the resources, financial services, property,
infrastructure, and agricultural sectors. His time in Australia includes terms as Chief Financial
Officer with Stockland Limited, GrainCorp Limited and Wizard Mortgage Corporation.

He is currently Non-Executive Director and Chairman of the Audit Committee of ASX listed
Mount Gibson Iron Limited [ASX: MGX] (appointed 23 February 2012).

His former public company directorships include King Island Scheelite Limited [ASX: KIS],
Rawson Resources Limited [ASX: RAW], CPA Australia Limited, Kosciusko Alpine Club Limited
Sovereign Gold Company Limited [ASX: SOC] and Tubi Limited [ASX:2BE].

All Directors shown were in office from the beginning of the period until the date of this report, unless otherwise stated.
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2. COMPANY SECRETARY
Wayne Kernaghan BBus, ACA, FAICD, ACIS Company Secretary Appointed 16 December 2020.

Wayne is a member of the Institute of Chartered Accountants in Australia with a number of years’ experience in various
areas of the mining industry. He provides secretarial services to a range of companies including other public listed
companies. He is also a Fellow of the Australian Institute of Company Directors and a Chartered Secretary.

3. MEETINGS OF DIRECTORS AND COMMITTEES OF BOARD

The number of meetings held (including meetings of Directors) and the number of meetings attended during the
financial year are:

Board Meetings Audit Committee Meetings  Remuneration Committee Meetings
Directors Eligible Eligible to Eligible to
to Attend Attended Attend Attended Attend Attended

G Hill 7 7 2 2 2 2
S Bird 3 3 1 1 2 2
M Sykes 4 4 - -
K Middleton 7 7 1 1 - -
M Sanderson 5 5 - - - -

4. PRINCIPAL ACTIVITIES

Through its controlled entity Pacific American Coal Canada Limited, the Company holds coal licences for exploration in
the coking coal regions of Kootenay in British Columbia and applications for exploration licences in the metallurgical coal
region of the Arkoma Basin in Oklahoma.

5. REVIEW OF OPERATIONS
The consolidated loss after income tax for the Group was $1,394,510 (2021: $1,262,845).

The 2022 financial year marks a year of growth and diversity for the Company, where strategic initiatives were
resourced, and new high value opportunities were identified and secured.

North American Metals Strategy

During the year the Company announced that it was focusing its resources, specifically the USA based team, on securing
gold and copper assets in North American.

This activity has resulted in the identification of two (2) projects known as Anderson Creek and Garnet Creek in Idaho.

In the second quarter of 2022 the Company set in place plans for an exploration program at The Anderson Creek Gold
Project. Already holding 24 claims, the Company acquired a further 93 claims which expanded the project area by 200%
(taking the project area to 939 Hectares). This program was completed in mid-September following a field mapping, rock
chip sampling and gridded soil sample campaign.

The Garnet Creek Project Area is located in Adams County, Idaho (ID), USA., at the southern end of the Seven Devils
mountains. The Project comprises 1022 Hectares of unpatented mineral lands held by Advance Metals. Garnet Creek sits
within the copper-rich Seven Devils Mining District of the Snake River Copper Belt.

After reviewing historical data, the company decided to stake an additional 125 minerals bringing, an increase of 88% from
the previous year. The Company collected and analysed large amounts of data at Garnet Creek including geochemical,
aeromagnetic, and radiometric data. The data collected from the field was used to establish JORC Exploration Targets
and drilling targets which confirmed its prospective to be a high-grade copper deposit

The Company continues to seek a third project that will provide the Company all year-round access. The identification and
selection of this project will coincide with the expansion of the North American team, including technical and executive
professionals.

Renewable Energy Investment

GP Hydro is the special purpose vehicle that was created between the Company and our Joint Venture Partner Global
Hydro Energy GmbH. The business objective of the Joint Venture is to seek out renewable hydro projects within Australia
and the South Pacific Region.

Elko Project —B.C. Canada

The Company continues to maintain 100% ownership of the Elko Project located in B.C Canada. The three (3) Elko
Licences that cover 3,571 hectares located in the East Kootenay region in British Columbia. Elko contains a 303.1 million
tonnes JORC 2012 compliant resources that is used as a bulk commodity in the production of steel. The Company
continues to undertake the necessary activity on site to ensure the exploration licences are kept in good standing.

For further details, refer to the Corporate Update attached to the Directors’ Report.

10



Advance Metals Limited (Formerly Pacific American Holdings Limited) and its Controlled Entities
2022 Annual Report

10.

11.

12.

13.

14.

15.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

There were no significant changes in the state of affairs of the Group during the financial year other than as stated in this
report.

DIVIDENDS
There were no dividends paid or declared by the Group (2021: $Nil).
ENVIRONMENTAL REGULATION

The Group’s operations are subject to environmental regulations under relevant local laws, council policies and state
and federal government legislation in relation to operating activities.

Operations are closely monitored in accordance with operating procedures to ensure that potential for environmental
contamination is minimised.

Directors are not aware of any significant breaches in environmental regulations during the period covered by this
report.

MATTERS SUBSEQUENT TO THE END OF THE FINANCIAL PERIOD

No matter or circumstance has arisen since 31 December 2022 that has significantly affected, or may significantly affect,
the operations of the Group, the results of those operations, or the state of affairs of the Group in financial years
subsequent to 31 December 2022 other than the issue of 2m shares at $0.01 raising $20,000 and 36,666,664 unlisted
options expiring on 10 March 2025 with an exercise price of $0.021 on 10 March 2023 as approved by shareholders on 22
February 2023.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS OF OPERATIONS

Whilst the Board will continue with planned decisions to conserve cash, the Company is continuing to identify, pursue and
explore new projects and investment opportunities together with procuring funding for its existing projects. Neither the
expected results of any operations nor strategy for new projects have been included in this report, as in the opinion of the
Directors this information would prejudice the interest of the Company if included.

DIRECTORS’ INTERESTS

The relevant interest of each Director in the shares issued by the Company, as notified by the Directors to the Australian
Securities Exchange (‘ASX’) in accordance with Section 205G(1) of the Corporations Act 2001, at the date of this Directors’
Report is as follows:

Ordinary Shares Unquoted Options
G Hillt 44,461,380 4,000,000
K Middleton 4,000,000 2,166,667
M Sanderson - 1,500,000

1 Held directly and indirectly
AUDITOR’S INDEPENDENCE DECLARATION

We confirm that we have obtained the Auditor’s Independence Declaration as required under section 307C of the
Corporations Act 2001 (Cth) which is set out on page 17.

AUDITOR
Hall Chadwick is appointed auditor in office in accordance with section 327 of the Corporations Act 2001.
SHARES UNDER OPTION

At the date of this report there are 54,466,664 unissued ordinary shares of the Company under option (2021:
13,500,000)

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND AUDITORS
Indemnification

Under the Company’s Constitution, the Company indemnifies each Director, Officer and Agent of the Company (‘Officer’)
against:

e any liability incurred by that Officer as such in defending any proceedings, whether civil or criminal, in which judgement
is given in favour of the Officer or which are discontinued, withdrawn, dismissed or struck out, or in which the Officer
is acquitted, or in connection with any application in relation to those proceedings in which relief is granted to the
Officer by the Court; and

e any liability incurred by an Officer in carrying out the business or exercising the powers of the Company which does
not involve any negligence, default, breach of duty or breach of trust by the Officer in relation to the Company.

11
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16.

17.

Insurance Premiums

Since the end of the year, the Company has paid insurance premiums of $22,000 (2021: $20,000) in respect of directors’
and officers’ liability and legal expenses’ insurance contracts, for current and former Officers, including senior executives of
the Company and directors, senior executives and secretaries of its controlled entities. The insurance premiums relate to:

e costs and expenses incurred by the relevant Officers in defending proceedings, whether civil or criminal and whatever
their outcome; and

e other liabilities that may arise from their position, with the exception of conduct involving a wilful breach of duty or
improper use of information or position to gain a personal advantage.

The insurance policy outlined above does not contain details of the premiums paid in respect of individual Officers.
NON-AUDIT SERVICES

Fees for non-audit services provided by Hall Chadwick, its related practices and non-related audit firms in the December
2022 financial year were $ 5,800 (2021 $5,422) - for taxation services.

Directors are satisfied that the services disclosed above did not compromise the external auditor’'s independence for the
following reasons:

e all non-audit services are reviewed and approved by the audit committee prior to commencement to ensure they
do not adversely affect the integrity and objectivity of the auditor; and

e the nature of the services provided does not compromise the general principles relating to auditor independence
in accordance with APES 110: Code of Ethics for Professional Accountants set by the Accounting Professional
and Ethical Standards Board.

REMUNERATION REPORT - AUDITED

The remuneration committee reviews and makes recommendations to the board on remuneration packages and policies
applicable to the executive officers and directors of the Company and of other executives of the Group. Itis also responsible
for share option schemes, incentive performance packages, superannuation entitlements, retirement and termination
entitlements, fringe benefits policies and professional indemnity and liability insurance policies.

The members of the remuneration committee during the year were:
¢ Simon Bird (Chairman) — Non-Executive Director — Resigned 22 April 2022
o Geoff Hill - Non-Executive Board Chairman
e Melissa Sanderson — Non-Executive Director — Appointed 22 April 2022

The remuneration structures explained below are designed to attract suitably qualified candidates, reward the achievement
of strategic objectives and achieve the broader outcome of creation of value for security holders. The remuneration
structures take into account a range of factors, including the following:

¢ the capability and experience of the key management personnel;

¢ the requirement to utilise those skills in the furtherance of the Group’s strategic objectives;
¢ the performance of the key management in their particular role;

e the Group’s overall performance;

¢ the remuneration levels being paid by competitors for similar positions; and

¢ the need to ensure continuity of executive talent and smooth succession planning.

In assessing the performance of a particular executive, consideration of various other aspects is taken into account
regardless of the immediate profit and loss performance. The nature of the Group’s operations and investment is such
that decisions are constantly being taken that will not have profit repercussions for several years. Moreover, the
evaluation of executive performance also has regard to the Executive’s effectiveness in developing a capable support
team and in showing leadership qualities and instilling positive cultural values within the Group.

Remuneration packages included fixed remuneration only for the past financial year, but a revision of a performance
bonus structure is under consideration. There was no performance-based remuneration in either the current or the prior
financial year.

Fixed Remuneration

Fixed remuneration consists of base remuneration (which is calculated on a total cost basis and includes any fringe
benefits tax charges related to employee benefits including motor vehicles, car parking and other specified benefits), as
well as employer contributions to superannuation funds.

Remuneration levels are reviewed annually through a process that considers the factors outlined above.

12
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Non-executive Directors

The Board’s policy is to remunerate Non-Executive Directors at market rates for comparable companies for time,
commitment and responsibilities. The Board determines payments to the Non-Executive Directors and reviews their
remuneration annually, based on market practice, duties and accountability. Independent external advice is sought when
required. No remuneration consultants were used in the 2022 financial year. The maximum aggregate amount of fees
that can be paid to Non-Executive Directors is subject to approval by shareholders at a General Meeting. On 31 May
2022, shareholders last approved a maximum aggregate amount totalling $350,000. Fees for Non-Executive Directors
are not linked to the performance of the Group. However, to align Non-Executive Directors’ interests with shareholders’
interests, the Non-Executive Directors are encouraged to hold shares in the Group and may receive options as long-term
incentive remuneration.

Executives

Executive Directors and other Company executives (Executives) receive either a salary plus superannuation guarantee
contributions as required by law, currently set at 10%, or provide their services via a consultancy arrangement. Individuals
may elect to sacrifice part of their salary to increase payments towards superannuation. Bonus payments are at the
discretion of the Board and based on an Executive’s performance.

Base Salary

Structured as a total employment cost package comprising cash, leave benefits and superannuation, Executives’
remuneration is reviewed annually for competitiveness and performance. There are no guaranteed salary increases fixed
in any Executives’ contract.

Benefits

Executives may receive reimbursement for out-of-pocket expenses incurred in undertaking their duties, including
reasonable travel, accommodation, and entertainment expenses.

When considering the relationship between the Group’s Remuneration Policy and the performance of the Group and
Executives and the subsequent benefits the performance had on shareholders’ wealth, the Remuneration Committee had
regard to the following:

2022 2021 2020 2019

Net loss ($) (1,394,510) (1,262,845) (925,981) (1,344,944)
Loss per share (cents) (0.28) (0.37) (0.38) (0.81)
Dividends / distributions ($) - - - -
Share price at year end ($) 0.010 0.017 0.022 0.031
Market capitalisation ($) 5,800,441 8,123,916 6,920,868 5,534,777
Director & Key Management Personnel

remuneration ($) 417,468 265,750 264,922 373,357

The Remuneration Committee considers that the Group’s remuneration policy is appropriate.

13
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Employment Contracts

No director or key management personnel are employed under an official contract of service as at 31 December 2022.

Details of Key Management Personnel

Directors
Name Position
G Hill Non-Executive Chairman
S Bird Non-Executive Director ( resigned 31 May 2022)
K Middleton Executive Director ( appointed 1 February 2022)
M Sykes Executive Director (resigned 31 October 2022)
M Sanderson Non-Executive Director (. appointed 14 April 2022)
Other Key Management Personnel
Name Position
W Kernaghan Chief Financial Officer /Company Secretary

Key management personnel are those directly accountable and responsible for the operational management and
strategic direction of the Company and the Group.

Details of the nature and amount of each element of the remuneration of Directors and other Key Management
Personnel of the Company during the financial year are:

Proportion of Value of
Share Remuneration Options as a
Post- Based Performance Proportion of
Short-Term Employee Benefits Employment  Payments Related Remuneration
Salar Non- Super-
Year Y Bonus Monetary annuation Options Total
& Fees : ;
Benefits Benefits
Key Management
Personnel $ $ $ $ $ $ % %
Directors
G Hill 2022 60,000 - - - 5,730 65,730 - 8.7
2021 32,700 - - - 13,200 45,900 - 28.8
K Middleton 2022 79,000 17,190 96,190 17.8
2021 - - - - - - - -
M Sanderson 2022 26,178 17,190 43,368 39.6
2021 - - - - - - - -
S Bird 2022 13,625 - - - 5,730 19,355 - 29.6
2021 32,700 - - - 13,200 45,900 - 28.8
M Sykes 2022 113,000 - - - 17,190 130,190 - 13.2
2021 139,750 - - - 13,200 152,950 - 8.6
Executives (Other)
W Kernaghan 2022 59,610 - - - 3,025 62,635 - 4.8
2021 21,000 - - - - 21,000 - -
Total 2022 351,413 - - - 66,055 417,468 - 15.8
2021 226,150 - - - 39,600 265,750 - 14.9

No termination payments, bonuses or long-term benefits have been paid or accrued for any director or key management

personnel in the year ended 31 December 2022 (2021: $Nil).
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Compensation options: Granted and vested during the year

6,000,000 options were granted to Directors or key management personnel as part of the remuneration during 2022.The
options issued to Directors were approved by shareholders at the Company’s AGM held on 31 May 2022.

9,000,000 options were granted to Directors or key management personnel as part of the remuneration during 2021. The
options issued to Directors were approved by shareholders at the Company’s AGM held on 31 May 2021.

Equity Instruments held by Key Management Personnel

The number of shares and options over shares in the Company held during the financial year by each Director of and
each of the other key management personnel, including their personally related entities, are set out below:

Movement in Shareholdings held by Key Management Personnel

Held at 31
December 2021

Held at 31
December 2022

Other Changes
During the Year

2022
Directors
G Hill* 44,461,380 - 44,461,380
S Bird! (resigned 31 May 2022) 863,442 (863,442) -
M Sykes'? (resigned 31 October 2022) 80,000 (80,000) -
K Middleton (appointed 1 February 2022) - 2,000,000 2,000,000
M Sanderson (appointed 14 April 2022) - - -
Executives
W Kernaghan - - -
45,404,822 1,056,558 46,461,380
Total
Held at 31 Other Changes Held at 31
December 2020 During the Year December 2021
2021
Directors
G Hillt 30,874,587 13,586,793 44,461,380
S Bird? 575,628 287,814 863,442
M Sykes!? 70,000 10,000 80,000
Executives
W Kernaghan - - -
31,537,667 13,867,155 45,404,822

Total

1 Held directly and indirectly

2M Sykes was appointed Executive Director on 31 December 2017

No shares were granted as remuneration in 2021.

Movement in Option holdings held by Key Management Personnel

6,000,000 options were granted as remuneration in 2022 while 9,000,000 options were granted as remuneration in 2021.

Held at 31 Options Net Change Held at 31 Total Vested and
December 2021 granted Other December Exercisable
2022

Directors
G Hill 3,500,000 500,000 - 4,000,000 1,500,000
S Bird 3,500,000 500,000 - 4,000,000 4,000,000
M Sykes 3,500,000 1,500,000 (5,000,000) - -
K Middleton - 1,500,000 - 1,500,000 -
M Sanderson - 1,500,000 - 1,500,000 -
Executives
W Kernaghan - 500,000 - 500,000 500,000
Total 10,500,000 6,000,000 (5,000,000) 11,500,000 6,000,000

During the year 5,000,000 options were cancelled.
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19.

20.

Loans to Key Management Personnel

There were no loans to key management personnel during the year.
Transactions with Related Entities

There were transactions with related entities during the year.

END - REMUNERATION REPORT - AUDITED

. PROCEEDINGS ON BEHALF OF THE COMPANY

No person has applied for leave of Court to bring proceedings on behalf of the Company or intervene in any proceedings to
which the Company is a party for the purposes of taking responsibility on behalf of the Company for all or any part of those
proceedings. The Company was not a party to any such proceedings during the year.

ROUNDING OF AMOUNTS

Amounts in the financial report and Directors’ Report are rounded off to the nearest dollar, unless otherwise stated.
COMPETENT PERSON’S STATEMENT

Previously Released Information

The Corporate Update and Directors’ Report refer to information extracted from reports available for viewing on the
Company's website www.advancemetals.com.au and announced on 16.01.2019 “Elko Coking Coal Project JORC
Resource Increased to 303Mt”, and on 01.10.2020. Also announced on 21.11.2022 the JORC Exploration target — Garnett
Creek.

The Company confirms it is not aware of any new information or data that materially affects the information included in
the original market announcements, and, in the case of exploration targets, that all material assumptions and technical
parameters underpinning the exploration targets in the relevant market announcement continues to apply and have not
materially changed. The Company confirms that the form and context in which the Competent Person’s findings presented
have not been materially modified from the original market announcement.

Signed in accordance with a resolution of the Directors

( :#/mf/\lf\f)(d“/v

Keith Middleton

Executive Director
Dated 28 March 2023
Sydney
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UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
TO THE DIRECTORS OF ADVANCE METALS LIMITED

In accordance with section 307C of the Corporations Act 2001, | am pleased to provide the following
declaration of independence to the directors of Advance Metals Limited. As the lead audit partner for
the audit of the financial report of Advance Metals Limited for the year ended 31 December 2022, |
declare that, to the best of my knowledge and belief, there have been no contraventions of:

(i) the auditor independence requirements as set out in the Corporations Act 2001 in relation to
the audit; and

(i)  any applicable code of professional conduct in relation to the audit.
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Level 40, 2 Park Street
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME
for the Year Ended 31 December 2022

Other revenue:
Interest income
Other income

Expenses:
Employee expenses
Administration
Foreign currency exchange difference
Impairment of equity accounted investments
Impairment of receivables
Share based payment
Impairment of exploration expenditure
Loss before income tax

Income tax expense

Loss after income tax

Other comprehensive income:

Items that may be reclassified to profit or loss
Foreign currency translation differences

Total other comprehensive income

Total comprehensive income

Loss per share:

Basic loss
Diluted loss

Note

(e¢]

12 months to 31

12 months to 31

December 2022 December 2021
$ $

7,611 894

- 320

7,611 1,214
(478,445) (262,040)
(632,079) (430,635)
(11,706) (805)
(211,061) (131,470)
(68,830) (52,800)

- (386,309)
(1,394,510) (1,262,845)
(1,394,510) (1,262,845)
330,048 229,150
330,048 229,150
(1,064,462) (1,033,695)
Cents

(0.28) (0.37)
(0.28) (0.37)

The Consolidated Statement of Profit or Loss and Other Comprehensive Income is to be read in conjunction with the Notes

to the Financial Statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
as at 31 December 2022

Note 31 31
December December
2022 2021
$ $
Current Assets:
Cash and cash equivalents 4 1,263,645 2,256,631
Trade and other receivables 5 20,901 40,638
Other assets 6 22,665 30,923
Total Current Assets 1,307,211 2,328,192
Non-Current Assets:
Plant and equipment 6 - -
Security deposits 177,123 165,382
Investments in associates 8 - -
Deferred exploration and evaluation costs 9 4,359,777 3,369,994
Total Non-Current Assets 4,536,900 3,535,376
Total Assets 5,844,111 5,863,568
Current Liabilities:
Trade and other payables 10 190,402 180,727
Total Current Liabilities 190,402 180,727
Total Liabilities 190,402 180,727
Net Assets 5,653,709 5,682,841
Equity:
Contributed equity 11 18,749,431 17,782,931
Options reserve 12 115,530 63,450
Foreign Exchange Translation Reserve 13 368,874 38,826
Accumulated losses (13,580,126) (12,202,366)
Total equity attributable to the equity holders of the
Company 5,653,709 5,682,841

The Consolidated Statement of Financial Position is to be read in conjunction with the Notes to the Financial Statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the Year Ended 31 December 2022

Balance at 31 December 2020

Comprehensive income

Loss after income tax for the year

Foreign currency translation differences for
foreign operations

Total comprehensive income for the year

Transactions with owners in their capacity
as owners

Issue of share capital

Share issue costs

Unquoted options issued during the year
Unquoted options lapsed transferred to
accumulated losses

Balance at 31 December 2021

Comprehensive income

Loss after income tax for the year

Foreign currency translation differences for
foreign operations

Total comprehensive income for the year

Transactions with owners in their capacity
as owners

Issue of share capital

Share issue costs

Unquoted options issued during the year
Unquoted options lapsed transferred to
accumulated losses

Balance at 31 December 2022

Foreign
Contributed Options Exchange Accumulated .
Equity Reserve  Translation Losses il (e
Reserve
$ $ $ $ $
15,229,089 10,650 (190,324) (10,989,921) 4,059,494
- - - (1,262,845) (1,262,845)
- - 229,150 - 229,150
- - 229,150 (1,262,845) (1,033,695)
2,628,680 - - - 2,628,680
(74,838) - - - (74,838)
- 103,200 - - 103,200
" (50.400) - 50,400 -
2,553,842 52,800 - 50,400 2,657,042
17,782,931 63,450 38,826 (12,202,366) 5,682,841
- - (1,394,510)  (1,394,510)
- - 330,048 - 330,048
- - 330,048 (1,394,510)  (1,064,462)
1,030,000 - - - 1,030,000
(63,500) - - - (63,500)
- 68,830 - - 68,830
- (16,750) - 16,750 -
966,500 52,080 - 16,750 1,035,330
18,749,431 115,530 368,874 (13,580,126) 5,653,709

The Consolidated Statement of Changes in Equity is to be read in conjunction with the Notes to the Financial Statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
for the Year Ended 31 December 2022

Note 12 months to 12 months to
31 December 31 December
2022 2021
$ $
Cash Flows from Operating Activities:
Interest received 7,611 1,214
Cash payments in the course of operations (1,226,197) (782,454)
Net Cash Used In Operating Activities 16 (1,218,586) (781,240)
Cash Flows from Investing Activities:
Payment for exploration and evaluation costs (690,179) (517,964)
Net Cash Used In Investing Activities (690,179) (517,964)
Cash Flows from Financing Activities:
Proceeds from the issue of securities 980,000 2,628,680
Share issue costs (63,500) (74,838)
Net Cash from Financing Activities 916,500 2,553,842
Net increase in cash and cash equivalents (992,265) 1,254,638
Net foreign exchange differences (721) (12,980)
Cash and cash equivalents at beginning of year 2,256,631 1,014,973
Cash and Cash Equivalents at End of Year 4 1,263,645 2,256,631

The Consolidated Statement of Cash Flows is to be read in conjunction with the Notes to the Financial Statements.
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NOTES TO THE FINANCIAL STATEMENTS
STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

1.

@)

(b)

Introduction

This financial report covers the group of Advance Metals Limited(Formerly Pacific American Holdings Limited) (the
“Company”) and its controlled entities (together referred to as the “Group”). Advance Metals Limited (Formerly Pacific
American Holdings Limited) is a listed public company, incorporated and domiciled in Australia.

The following is a summary of the material accounting policies adopted by the Group in the preparation of the financial
report. The accounting policies have been consistently applied, unless otherwise stated.

Operations and principal activities:
The principal activities of the Group are investment in renewable energy and coal exploration.
Currency

The financial report is presented in Australian dollars, rounded to the nearest dollar, which is the functional currency
of the Parent Entity.

Authorisation of financial report:
The financial report was authorised for issue on 28 March 2023.
Basis of preparation

These general-purpose financial statements have been prepared in accordance with Australian Accounting Standards
and Interpretations issued by the Australian Accounting Standards Board and the Corporations Act 2001. Advance
Metals Limited (Formerly Pacific American Holdings Limited) is a for-profit entity for the purpose of preparing the
financial statements.

Accounting Policies

The accounting policies and methods of computation applied by the Group in the consolidated financial report are the
same as those applied by the Group in the previous financial year and corresponding reporting period.

Compliance with IFRS

The consolidated financial statements of the Group also comply with International Financial Reporting Standards
(IFRS) as issued by the International Accounting Standards Board (IASB).

Material accounting policies adopted in the preparation of these financial statements are presented below and have
been consistently applied unless otherwise stated.

Historical cost convention

The financial statements have been prepared on an accruals basis and are based on historical costs, modified,
where applicable, by the measurement at fair value of selected non-current assets, financial assets and financial
liabilities.

Critical accounting estimates and judgements

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the Group’s accounting
policies.

Directors evaluate estimates and judgments incorporated into the financial report based on historical knowledge and
best available current information. Estimates assume a reasonable expectation of future events and are based on
historical experiences and the best available current information on current trends and economic data, obtained both
externally and within the Group. These estimates and judgements made assume a reasonable expectation of future
events, but actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised, if the revision affects only that period, or in the period and
future periods, if the revision affects both current and future periods. In particular, information about significant areas
of estimation uncertainty and critical judgments in applying accounting policies that have the most significant effect on
the amount recognised in the financial statements are described below.
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Key estimates — impairment

The Group assesses impairment at each reporting date by evaluating conditions specific to the Group that may lead
to impairment of assets. Where an impairment trigger exists, the recoverable amount of the asset is determined.

Key judgements — exploration and evaluation assets

The Group performs regular reviews on each area of interest to determine the appropriateness of continuing to carry
forward costs in relation to that area of interest. These reviews are based on detailed surveys and analysis of drilling
results performed to balance date.

Going Concern

The Group incurred a net loss of $1,394,510 and had operating cash outflows of $1,268,586 for the year ended 31
December 2022. As at 31 December 2022 the Group has cash and cash equivalents of $1,263,645 and net assets of
$5,653,709.

Management continues to preserve operating cash. Current cash levels are sufficient to fund ongoing operations. The
ability of the Group to continue as a going concern is principally dependent upon one or more of the following:

e the ability of the Group to raise additional capital in the form of equity;
e the continued support of current shareholders; and

e the ability to successfully develop and extract value through development and/or sale of its projects that
are under development.

These conditions give rise to a material uncertainty over the Group’s ability to continue as a going concern.
The directors believe that the going concern basis of preparation is appropriate due to the following reasons:

e To date the Group has funded its activities through issuance of equity securities and it is expected that
the Group will be able to fund its future activities through further issuances of equity securities; and

e The directors believe there is sufficient cash available for the Group to continue operating until it can raise
sufficient further capital to fund its ongoing activities within the forecast period.

Should the Group be unable to continue as a going concern, it may be required to realise its assets and extinguish its
liabilities other than in the ordinary course of business, and at amounts that differ from those stated in the financial
statements.

This financial report does not include any adjustments relating to the recoverability and classification of recorded asset
amounts or the amounts or classification of liabilities and appropriate disclosures that may be necessary should the
Group be unable to continue as a going concern.

Principles of consolidation

The consolidated financial statements comprise the financial statements of Advance Metals Limited (Formerly Pacific
American Holdings Limited) and its subsidiaries at 31 December each year ("the Group"). Subsidiaries are entities
(including structured entities) over which the Group has control. The Group has control over an entity when the Group
is exposed to, or has rights to, variable returns from its involvement with the entity, and has the ability to use its power
to affect those returns. Subsidiaries are consolidated from the date on which control is transferred to the Group and
are deconsolidated from the date that control ceases.

Where controlled entities have entered or left the Group during the year, the financial performance of those entities is
included only for the period of the year that they were controlled. A list of controlled entities is contained in Note 24 to
the financial statements.

In preparing the consolidated financial statements, all inter-group balances and transactions between entities in the
Group have been eliminated in full on consolidation.

Non-controlling interests, being the equity in a subsidiary not attributable, directly or indirectly, to a parent, are reported
separately within the equity section of the consolidated statement of financial position and statement of comprehensive
income. The non-controlling interests in the net assets comprise their interests at the date of the original business
combination and their share of changes in equity since that date.
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Business combinations
Business combinations occur where an acquirer obtains control over one or more businesses.

A business combination is accounted for by applying the acquisition method, unless it is a combination involving
entities or businesses under common control. The business combination will be accounted for from the date that
control is attained, whereby the fair value of the identifiable assets acquired and liabilities (including contingent
liabilities) assumed is recognised (subject to certain limited exemptions).

When measuring the consideration transferred in the business combination, any asset or liability resulting from a
contingent consideration arrangement is also included. Subsequent to initial recognition, contingent consideration
classified as equity is not re-measured and its subsequent settlement is accounted for within equity. Contingent
consideration classified as an asset or liability is re-measured each reporting period to fair value, recognising any
change to fair value in profit or loss, unless the change in value can be identified as existing at acquisition date.

All transaction costs incurred in relation to the business combination are expensed to the consolidated statement of
comprehensive income.

The acquisition of a business may result in the recognition of goodwill or a gain from a bargain purchase.
Joint Ventures

The Group’s share of the assets, liabilities, revenue and expenses of joint ventures are included in the appropriate
items of the consolidated financial statements.

Associates

Associates are all entities over which the Group has significant influence but not control or joint control, generally
accompanying a shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted
for using the equity method of accounting, after initially being recognised at cost. The Group’s investment in associates
includes goodwill identified on acquisition.

The Group’s share of its associate’s post-acquisition profits or losses is recognised in profit or loss, and its share of
post-acquisition other comprehensive income is recognised in other comprehensive income. The cumulative post-
acquisition movements are adjusted against the carrying amount of the investment. Dividends receivable from
associates are recognised as reduction in the carrying amount of the investment.

When the Group’s share of losses in an associate equal or exceed its interest in the associate, including any other
unsecured long-term receivables, the Group does not recognise further losses, unless it has incurred obligations or
made payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group’s
interest in the associates. Unrealised losses are also eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of associates have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on acquisition,
are translated into Australian dollars at the exchange rates at the reporting date. The income and expenses of
foreign operations are translated into Australian dollars at exchange rates at the dates of the transactions.

Foreign currency differences are recognised in other comprehensive income and accumulated in the translation
reserve, except to the extent that the translation difference is allocated to non-controlling interests.

Foreign Currency

Transactions in foreign currencies are translated to the respective functional currencies of Group at exchange rates
at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies are translated to the functional currency at the
exchange rate at the reporting date. Non-monetary assets and liabilities that are measured at fair value in a foreign
currency are translated to the functional currency at the exchange rate when the fair value was determined. Foreign
currency differences are generally recognised in profit or loss. Non-monetary items that are measured based on
historical cost in a foreign currency are not translated.

Foreign currency differences are generally recognised in profit or loss. Non-monetary items that are measured
based on historical cost in a foreign currency are not translated.
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Income tax

The income tax benefit (expense) for the year comprises current income tax benefit (expense) and deferred tax
benefit (expense). Current income tax benefit (expense) credited (charged) to profit or loss is the tax receivable
(payable) on taxable income. Current tax liabilities (assets) are measured at the amounts expected to be paid to
(recovered from) the relevant taxation authority. Deferred income tax expense reflects movements in deferred tax
asset and deferred tax liability balances during the year as well unused tax losses.

The credit (charge) for current income tax benefit (expense) is based on the profit (loss) for the year adjusted for any
non-assessable or disallowed items. It is calculated using the tax rates that have been enacted or are substantially
enacted by the reporting date.

Deferred tax is accounted for using the balance sheet method in respect of temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the financial statements.

Current and deferred income tax expense (income) is charged or credited outside profit or loss when the tax relates
to items that are recognised outside profit or loss.

Except for business combinations, no deferred income tax is recognised from the initial recognition of an asset or
liability where there is no effect on accounting or taxable profit or loss.

Deferred tax assets and liabilities are calculated at the tax rates that are expected to apply to the period when the
asset is realised or the liability is settled and their measurement also reflects the manner in which management
expects to recover or settle the carrying amount of the related asset or liability.

Deferred tax assets relating to temporary differences and unused tax losses are recognised only to the extent that it
is probable that future taxable profit will be available against which the benefits of the deferred tax asset can be
utilised.

Where temporary differences exist in relation to investments in subsidiaries, branches, associates, and joint
ventures, deferred tax assets and liabilities are not recognised where the timing of the reversal of the temporary
difference can be controlled and it is not probable that the reversal will occur in the foreseeable future.

Current tax assets and liabilities are offset where a legally enforceable right of set-off exists and it is intended that
net settlement or simultaneous realisation and settlement of the respective asset and liability will occur. Deferred tax
assets and liabilities are offset where: (a) a legally enforceable right of set-off exists; and (b) the deferred tax assets
and liabilities relate to income taxes levied by the same taxation authority on either the same taxable entity or
different taxable entities where it is intended that net settlement or simultaneous realisation and settlement of the
respective asset and liability will occur in future periods in which significant amounts of deferred tax assets or
liabilities are expected to be recovered or settled.

Plant and equipment

Each class of plant and equipment is carried at cost or fair value as indicated less, where applicable, any
accumulated depreciation and impairment losses.

Plant and equipment are measured on the cost basis and therefore carried at cost less accumulated depreciation
and any accumulated impairment. In the event the carrying amount of plant and equipment is greater than the
estimated recoverable amount, the carrying amount is written down immediately to the estimated recoverable
amount and impairment losses are recognised either in profit or loss or as a revaluation decrease if the impairment
losses relate to a re-valued asset. A formal assessment of recoverable amount is made when impairment indicators
are present (refer below for details of impairment).

The cost of fixed assets constructed within the Group includes the cost of materials, direct labour, borrowing costs
and an appropriate proportion of fixed and variable overheads.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future benefits associated with the item will flow to the Group and the cost of the item
can be measured reliably. All other repairs and maintenance are charged to the consolidated statement of
comprehensive income during the financial period in which they are incurred.

Depreciation

The depreciable amount of all fixed assets is depreciated on a straight-line basis over the asset’s useful life to the
Group commencing from the time the asset is held ready for use. Leasehold improvements are depreciated over the
shorter of either the unexpired period of the lease or the estimated useful lives of the improvements.

The depreciation rates used for each class of asset is:
Class of Fixed Asset Depreciation Rate
Plant and Equipment 10% - 20%

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These gains and
losses are included in profit or loss.

Deferred Exploration and Evaluation Costs

Exploration and evaluation assets incurred are capitalised in respect of each identifiable area of interest. These costs
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are only capitalised to the extent that they are expected to be recovered through the successful development of the
area or where activities in the area have not yet reached a stage that permits reasonable assessment of the existence
of economically recoverable reserves.

Accumulated costs in relation to an abandoned area are written off in full against profit in the year in which the decision
to abandon the area is made.

When production commences, the accumulated costs for the relevant area of interest are amortised over the life of
the area according to the rate of depletion of the economically recoverable reserves.

A regular review is undertaken of each area of interest to determine the appropriateness of continuing to capitalise
costs in relation to that area of interest.

Costs of site restoration are provided over the life of the project from when exploration commences and are included
in the costs of that stage. Site restoration costs include the dismantling and removal of mining plant, equipment and
building structures, waste removal, and rehabilitation of the site in accordance with local laws and regulations and
clauses of the permits. Such costs have been determined using estimates of future costs, current legal requirements
and technology on an undiscounted basis.

Any changes in the estimates for the costs are accounted on a prospective basis. In determining the costs of site
restoration, there is uncertainty regarding the nature and extent of the restoration due to community expectations and
future legislation. Accordingly, the costs have been determined on the basis that the restoration will be completed
within one year of abandoning the site.

Leases

At inception of a contract, the Group assesses if the contract contains or is a lease. If there is a lease present, a
right-of-use asset and a corresponding lease liability is recognised by the Group where the Group is a lessee.
However, all contracts that are classified as short-term leases (ie a lease with a remaining lease term of 12 months
or less) and leases of low-value assets are recognised as an operating expense on a straight-line basis over the
term of the lease.

Initially, the lease liability is measured at the present value of the lease payments still to be paid at commencement
date. The lease payments are discounted at the interest rate implicit in the lease. If this rate cannot be readily
determined, the Group uses the incremental borrowing rate.

Lease payments included in the measurement of the lease liability are as follows:
o fixed lease payments less any lease incentives;

e variable lease payments that depend on an index or rate, initially measured using the index or rate at the
commencement date;

e the amount expected to be payable by the lessee under residual value guarantees;
e the exercise price of purchase options, if the lessee is reasonably certain to exercise the options;
e lease payments under extension options, if lessee is reasonably certain to exercise the options; and

e payments of penalties for terminating the lease, if the lease term reflects the exercise of an option to terminate
the lease.

The right-of-use assets comprise the initial measurement of the corresponding lease liability as mentioned above,
any lease payments made at or before the commencement date, as well as any initial direct costs. The subsequent
measurement of the right-of-use assets is at cost less accumulated depreciation and impairment losses.

Right-of-use assets are depreciated over the lease term or useful life of the underlying asset, whichever is the
shortest. Where a lease transfers ownership of the underlying asset, or the cost of the right-of-use asset reflects that
the Group anticipates to exercise a purchase option, the specific asset is depreciated over the useful life of the
underlying asset.
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(i) Financial instruments
Recognition and initial measurement

Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual provisions
to the instrument. For financial assets, this is equivalent to the date that the Group commits itself to either the purchase
or sale of the asset (i.e. trade date accounting is adopted).

Financial instruments (except for trade receivables) are initially measured at fair value plus transaction costs, except
where the instrument is classified “at fair value through profit or loss”, in which case transaction costs are expensed
to profit or loss immediately. Where available, quoted prices in an active market are used to determine fair value. In
other circumstances, valuation techniques are adopted.

Trade receivables are initially measured at the transaction price if the trade receivables do not contain a significant
financing component, or if the practical expedient was applied as specified in AASB 15.63.

Classification and subsequent measurement

Financial liabilities

Financial instruments are subsequently measured at:

- amortised cost; or

- fair value through profit or loss.

A financial liability is measured at fair value through profit and loss if the financial liability is:

- a contingent consideration of an acquirer in a business combination to which AASB 3: Business Combinations
applies;

- held for trading; or
- initially designated as at fair value through profit or loss.
All other financial liabilities are subsequently measured at amortised cost using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating
interest expense in profit or loss over the relevant period. The effective interest rate is the internal rate of return of the
financial asset or liability. That is, it is the rate that exactly discounts the estimated future cash flows through the
expected life of the instrument to the net carrying amount at initial recognition.

Any gains or losses arising on changes in fair value are recognised in profit or loss to the extent that they are not part
of a designated hedging relationship are recognised in profit or loss.

The change in fair value of the financial liability attributable to changes in the issuer's credit risk is taken to other
comprehensive income and are not subsequently reclassified to profit or loss. Instead, they are transferred to retained
earnings upon de-recognition of the financial liability. If taking the change in credit risk in other comprehensive income
enlarges or creates an accounting mismatch, then these gains or losses should be taken to profit or loss rather than
other comprehensive income.

A financial liability cannot be reclassified.

Financial assets

Financial assets are subsequently measured at:

—  amortised cost;

—  fair value through other comprehensive income; or

—  fair value through profit or loss.

Measurement is on the basis of two primary criteria:

- the contractual cash flow characteristics of the financial asset; and

—  the business model for managing the financial assets.

A financial asset that meets the following conditions is subsequently measured at amortised cost:
— the financial asset is managed solely to collect contractual cash flows; and

—  the contractual terms within the financial asset give rise to cash flows that are solely payments of principal and
interest on the principal amount outstanding on specified dates.

A financial asset that meets the following conditions is subsequently measured at fair value through other
comprehensive income:

— the contractual terms within the financial asset give rise to cash flows that are solely payments of principal and
interest on the principal amount outstanding on specified dates;

—  the business model for managing the financial assets comprises both contractual cash flows collection and the
selling of the financial asset.
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By default, all other financial assets that do not meet the measurement conditions of amortised cost and fair value
through other comprehensive income are subsequently measured at fair value through profit or loss.

The Group initially designates a financial instrument as measured at fair value through profit or loss if:

— iteliminates or significantly reduces a measurement or recognition inconsistency (often referred to as “accounting
mismatch”) that would otherwise arise from measuring assets or liabilities or recognising the gains and losses on
them on different bases;

— itis in accordance with the documented risk management or investment strategy, and information about the
groupings was documented appropriately, so that the performance of the financial liability that was part of a group
of financial liabilities or financial assets can be managed and evaluated consistently on a fair value basis;

- it is a hybrid contract that contains an embedded derivative that significantly modifies the cash flows otherwise
required by the contract.

The initial designation of the financial instruments to measure at fair value through profit or loss is a one-time option
on initial classification and is irrevocable until the financial asset is derecognised.

Impairment

The Group recognises a loss allowance for expected credit losses on:

— financial assets that are measured at amortised cost or fair value through other comprehensive income;
— lease receivables; and

—  contract assets (eg amounts due from customers under construction contracts).

Loss allowance is not recognised for:

— financial assets measured at fair value through profit or loss; or

—  equity instruments measured at fair value through other comprehensive income.

Expected credit losses are the probability-weighted estimate of credit losses over the expected life of a financial
instrument. A credit loss is the difference between all contractual cash flows that are due and all cash flows expected
to be received, all discounted at the original effective interest rate of the financial instrument.

The Group uses the following approaches to impairment, as applicable under AASB 9: Financial Instruments:
— the general approach; and
—  the simplified approach

De-recognition

De-recognition refers to the removal of a previously recognised financial asset or financial liability from the statement
of financial position.

De-recognition of financial liabilities

A liability is derecognised when it is extinguished (ie when the obligation in the contract is discharged, cancelled or
expires). An exchange of an existing financial liability for a new one with substantially modified terms, or a substantial
modification to the terms of a financial liability is treated as an extinguishment of the existing liability and recognition
of a new financial liability.

The difference between the carrying amount of the financial liability derecognised and the consideration paid and
payable, including any non-cash assets transferred or liabilities assumed, is recognised in profit or loss.

De-recognition of financial assets

A financial asset is derecognised when the holder's contractual rights to its cash flows expires, or the asset is
transferred in such a way that all the risks and rewards of ownership are substantially transferred.

All of the following criteria need to be satisfied for de-recognition of financial asset:
—  the right to receive cash flows from the asset has expired or been transferred;
- all risk and rewards of ownership of the asset have been substantially transferred; and

—  the Group no longer controls the asset (ie the Group has no practical ability to make a unilateral decision to sell
the asset to a third party).

On de-recognition of a financial asset measured at amortised cost, the difference between the asset's carrying amount
and the sum of the consideration received and receivable is recognised in profit or loss.

Impairment of assets

At the end of each reporting period, the