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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of the financial report are set out below. These policies have been
consistently applied to all the years presented, unless otherwise stated. The financial report includes separate financial
statements for Macmin Silver Ltd as an individual entity and the consolidated entity consisting of Macmin Silver Ltd and its
subsidiaries.

The ultimate parent entity Macmin Silver Ltd, is a public, listed company, incorporated and resident in Australia and having its
registered address and principal place of business at Level 1, 94 Bundall Rd, Bundall, Queensland.

@) Basis of preparation

This general purpose financial report has been prepared in accordance with Australian Accounting Standards, other
authoritative pronouncements of the Australian Accounting Standards Board, Australian Interpretations and the Corporations
Act 2001.

Compliance with IFRS
Australian Accounting Standards include Australian equivalents to International Financial Reporting Standards (AIFRS).

Compliance with AIFRS ensures that the parent and consolidated financial statements and notes of Macmin Silver Ltd comply
with International Financial Reporting Standards (IFRS).
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Historical cost convention

These financial statements have been prepared under the historical cost convention, as modified by the revaluation of
available-for-sale financial assets and financial assets and liabilities (including derivative instruments) at fair value through profit
or loss.

Going concern
Refer to the matters discussed in note 3(b)(vi).
Critical accounting estimates

The preparation of financial statements in conformity with AIFRS 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. The areas involving
a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the financial
statements, are disclosed in note 3.

(b) Principles of consolidation

(1) Subsidiaries

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Macmin Silver Ltd (“company"
or "parent entity") as at 30 June 2008 and the results of all subsidiaries for the year then ended. Macmin Silver Ltd and its
subsidiary together are referred to in this financial report as the Group or the consolidated entity.

Subsidiaries are all those entities (including special purpose entities) over which the Group has the power to govern the financial
and operating policies, generally accompanying a shareholding of more than one-half of the voting rights. The existence and
effect of potential voting rights that are currently exercisable or convertible are considered when assessing whether the Group
controls another entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are de-consolidated from the
date that control ceases.

Intercompany transactions, balances and unrealised gains on transactions between Group companies are eliminated.
Unrealised losses are also eliminated unless the transaction provides evidence of the impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by the
Group.

Subsidiaries are carried at cost less impairment in the parent financial statements.
(i) Associates

Associates are all entities over which the Group has significant influence but not control, generally accompanying a
shareholding of between 20% and 50% of the voting rights or where a shareholding is less than 20% significant influence
through other means. Investments in associates are accounted for in the parent entity financial statements using the cost
method and in the consolidated financial statements using the equity method of accounting, after initially being recognised at
cost. The Group’s investment in associates includes goodwill (net of any accumulated impairment loss) identified on acquisition.

The Group’s share of its associates’ post-acquisition profits or losses is recognised in the income statement, and its share of
post-acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition movements are adjusted
against the carrying amount of the investment. Dividends receivable from associates are recognised in the parent entity’s
income statement, while in the consolidated financial statements they reduce the carrying amount of the investment.

When the Group’s share of losses in an associate equals or exceeds its interest in the associate, including any other unsecured
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.

(iii) Joint ventures

Joint venture operations

The proportionate interests in the assets, liabilities and expenses of a joint venture operation have been incorporated in the
financial statements under the appropriate headings.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are subject to risks and
returns that are different to those of other business segments. A geographical segment is engaged in providing products or
services within a particular economic environment and is subject to risks and returns that are different from those of segments
operating in other economic environments.

(d) Foreign currency translation

@) Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using the currency of the primary
economic environment in which the entity operates (‘the functional currency’). The consolidated financial statements are
presented in Australian dollars, which is Macmin Silver Ltd’s functional and presentation currency.

(i) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at
year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the income
statement.

Translation differences on non-monetary items, such as equities classified as available-for-sale financial assets, are included in
the fair value reserve in equity.

(iii) Group companies

The results and financial position of all the Group entities (none of which has the currency of a hyperinflationary economy) that
have a functional currency different from the presentation currency are translated into the presentation currency as follows:

A assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that balance sheet;

A income and expenses for each income statement are translated at average exchange rates (unless this is not a reasonable
approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case income and expenses
are translated at the dates of the transactions); and

A all resulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the translation of any net investment in foreign entities, and of borrowings
and other currency instruments designated as hedges of such investments, are taken to shareholders’ equity. When a foreign
operation is sold or borrowings repaid, a proportionate share of such exchange differences are recognised in the income
statement as part of the gain or loss on sale.

(e) Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Amounts disclosed as revenue are net of
returns, trade allowances and amounts collected on behalf of third parties.

() Metal sales

Revenue from metal sales is recognised when the risk has passed from the Group to the customer and the selling price has
been determined. Sales revenue represents gross proceeds receivable from the customer less associated refining and royalty
costs. Revenue from metal sales is primarily from silver product but also includes sales of gold.

(i) Interest income

Interest income is recognised on a time proportion basis using the effective interest method. When a receivable is impaired, the
Group reduces the carrying amount to its recoverable amount, being the estimated future cash flow discounted at the original
effective interest rate of the instrument, and continues unwinding the discount as interest income. Interest income on impaired
loans is recognised using the original effective interest rate.

(iii) Administration fee and hire fees

Revenue from administration and hire fees is recognised (on a straight line basis) at the end of each month during the term of
the relevant agreement.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(iv) Smelter royalty

Revenue from smelter royalties are recognised on a percentage of completion basis at the end of each quarter during the term
of the royalty agreement.

(f) Income tax

The income tax expense or revenue for the period is the tax payable on the current period’s taxable income based on the
national income tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities attributable to temporary
differences between the tax bases of assets and liabilities and their carrying amounts in the financial statements, and to unused
tax losses.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to apply when the assets
are recovered or liabilities are settled, based on those tax rates which are enacted or substantively enacted for each jurisdiction.
The relevant tax rates are applied to the cumulative amounts of deductible and taxable temporary differences to measure the
deferred tax asset or liability. An exception is made for certain temporary differences arising from the initial recognition of an
asset or a liability. No deferred tax asset or liability is recognised in relation to these temporary differences if they arose in a
transaction, other than a business combination, that at the time of the transaction did not affect either accounting profit or
taxable profit or loss.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that future
taxable amounts will be available to utilise those temporary differences and losses.

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying amount and tax bases of
investments in controlled entities where the parent entity is able to control the timing of the reversal of the temporary differences
and it is probable that the differences will not reverse in the foreseeable future.

Current and deferred tax balances attributable to amounts recognised directly in equity are also recognised directly in equity.
Macmin Silver Ltd and its wholly-owned Australian controlled entities have not implemented the tax consolidation legislation.

(9) Impairment of assets

Assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which the asset's carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash inflows which are
largely independent of the cash inflows from other assets or groups of assets (cash-generating units). Non-financial assets
other than goodwill that suffered an impairment are reviewed for possible reversal of the impairment at each reporting date.

(h) Cash and cash equivalents

For cash flow statement presentation purposes, cash and cash equivalents includes cash on hand, deposits held at call with
financial institutions, other short-term, highly liquid investments with original maturities of three months or less that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of changes in value, and bank overdrafts.
Bank overdrafts are shown within borrowings in current liabilities on the balance sheet.

) Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost, less provision
for doubtful debts. Trade receivables are due for settlement no more than 30 days from the date of recognition.

Collectibility of receivables is reviewed on an ongoing basis. Debts which are known to be uncollectible are written off. A
provision for doubtful receivables is established when there is objective evidence that the Group will not be able to collect all
amounts due according to the original terms of receivables. The amount of the provision is the difference between the asset's
carrying amount and the present value of estimated future cash flows, discounted at the effective interest rate. The amount of
the provision is recognised in the income statement.

()] Inventories and work in progress

Inventories are made up of consumables and work in progress and are stated at the lower of cost and net realisable value.
Costs are assigned to individual items of inventory on the basis of weighted average costs. Net realisable value is the
estimated selling price in the ordinary course of business less the estimated costs of completion and the estimated costs
necessary to make the sale.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k) Investments and other financial assets

The Group classifies its investments in the following categories: financial assets at fair value through profit or loss, loans and
receivables, held-to-maturity investments, and available-for-sale financial assets. The classification depends on the purpose for
which the investments were acquired. Management determines the classification of its investments at initial recognition and
re-evaluates this designation at each reporting date.

Investments and other financial assets are initially stated at cost, being the fair value of consideration given plus any directly
attributable transaction costs. Purchases and sales of investments are recognised on trade date which is the date on which the
Group commits to purchase or sell the asset. Accounting policies for each category of investments and other financial assets
subsequent to initial recognition are set out below.

0] Loans and receivables

Loans and receivables are non derivative financial assets with fixed or determinable payments that are not quoted in an active
market. They arise when the Group provides money, goods or services directly to a debtor with no intention of selling the
receivable. They are included in current assets, except for those with maturities greater than 12 months after the balance sheet
date which are classified as non-current assets. Loans and receivables are included in receivables in the balance sheet (notes 8
and 11).

Loans and receivables are measured at amortised cost using effective interest method less any impairment losses.
(i) Available-for-sale financial assets

Available-for-sale financial assets, comprising principally marketable equity securities, are non-derivatives that are either
designated in this category or not classified in any of the other categories. They are included in non-current assets unless
management intends to dispose of the investment within 12 months of the balance sheet date.

Purchases and sales of investments are recognised on trade-date - the date on which the Group commits to purchase or sell
the asset. Investments are initially recognised at fair value plus transaction costs for all financial assets not carried at fair value
through profit or loss. Financial assets are derecognised when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Group has transferred substantially all the risks and rewards of ownership.

Available-for-sale financial assets and financial assets at fair value through profit and loss are subsequently carried at fair value.
Loans and receivables and held-to-maturity investments are carried at amortised cost using the effective interest method.

Unrealised gains and losses arising from changes in the fair value of non monetary securities classified as available-for-sale are
recognised in equity in the available-for-sale investments revaluation reserve. When securities classified as available-for-sale
are sold or impaired, the accumulated fair value adjustments are included in the income statement as gains and losses from
investment securities.

The fair values of quoted financial assets are based on current bid prices. If the market for a financial asset is not active (and for
unlisted securities) the group establishes fair value by using a variety of valuation techniques. Where the fair value of a financial
asset cannot be reliably measured, it will be measured at cost.

(iii) Impairment

The Group assesses at each balance date whether there is objective evidence that a financial asset or group of financial assets
is impaired. In the case of equity securities classified as available for sale, a significant or prolonged decline in the fair value of a
security below its cost is considered in determining whether the security is impaired. If any such evidence exists for
available-for-sale financial assets, the cumulative loss - measured as the difference between the acquisition cost and the current
fair value, less any impairment loss on that financial asset previously recognised in profit and loss - is removed from equity and
recognised in the income statement. Impairment losses recognised in the income statement on equity instruments are not
reversed through the income statement.

() Fair value estimation

The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for disclosure
purposes.

The nominal value less estimated credit adjustments of trade receivables and payables are assumed to approximate their fair
values. The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash flows
at the current market interest rate that is available to the Group for similar financial instruments.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(m)  Property, plant and equipment

All property, plant and equipment is stated at historical cost less depreciation. Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

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 economic 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 income statement during the financial period in which they are
incurred.

Items of property, plant and equipment are depreciated over their estimated useful lives. The diminishing balance method is
used. Assets are depreciated from the date of acquisition or, in respect of internally constructed assets, from the time an asset
is completed and held ready for use. Estimates of useful lives are made at the time of acquisition and varied as required.
Expected useful lives are: Plant and Equipment between 4 years and 7 years.

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

An asset’s carrying amount is written down immediately to its recoverable amount if the asset's carrying amount is greater than
its estimated recoverable amount (note 1(g)).

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in the income
statement.

(n) Trade and other payables

These amounts represent liabilities for goods and services provided to the consolidated entity prior to the end of the financial
year and which are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition.

(o) Borrowings

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently measured at
amortised cost. Any difference between the proceeds (net of transaction costs) and the redemption amount is recognised in the
income statement over the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the liability for at
least 12 months after the balance sheet date.

(p) Borrowing costs

Borrowing costs incurred for the construction of any qualifying asset are capitalised during the period of time that is required to
complete and prepare the asset for its intended use or sale. Other borrowing costs are expensed.

The capitalisation rate used to determine the amount of borrowing costs to be capitalised is the weighted average interest rate
applicable to the entity's outstanding borrowings during the year.

(q) Provisions

Provisions are recognised when: the Group has a present legal or constructive obligation as a result of past events; it is more
likely than not that an outflow of resources will be required to settle the obligation; and the amount has been reliably estimated.
Provisions are not recognised for future operating losses.

() Employee benefits

0] Wages and salaries, annual leave and sick leave

Liabilities for wages and salaries, including non-monetary benefits, annual leave and accumulating sick leave are expected to
be settled within 12 months of the reporting date and are recognised in other payables in respect of employees’ services up to
the reporting date and are measured at the amounts expected to be paid when the liabilities are settled.

(i) Long service leave

The liability for employee benefits relating to long service leave represents the present value of the estimated future cash
outflows to be made by the employer resulting from employees' services provided up to the balance date.

(iii) Share-based payments
Share-based compensation benefits are provided to employees via the Macmin Silver Ltd Employee Option Plan. Information

relating to this Plan is set out in note 29.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Share options granted before 7 November 2002 and/or vested before 1 January 2005
No expense is recognised in respect of these options. The shares are recognised when the options are exercised and the
proceeds received allocated to share capital.

Share options granted after 7 November 2002 and vested after 1 January 2005

The fair value of options granted under the Macmin Silver Ltd Employee Option Plan is recognised as an employee benefit
expense with a corresponding increase in equity (share-based payments reserve). The fair value is measured at grant date and
recognised over the period during which the employees become unconditionally entitled to the options.

The fair value at grant date is independently determined using a Black-Scholes option pricing model that takes into account the
exercise price, the term of the option, the vesting and performance criteria, the impact of dilution, the non-tradeable nature of
the option, the share price at grant date and expected price volatility of the underlying share, the expected dividend yield and
the risk-free interest rate for the term of the option.

The fair value of the options granted excludes the impact of any non-market vesting conditions (for example, profitability and
sales growth targets). Non-market vesting conditions are included in assumptions about the number of options that are
expected to become exercisable. At each balance sheet date, the entity revises its estimate of the number of options that are
expected to become exercisable. The employee benefit expense recognised each period takes into account the most recent
estimate.

Upon the exercise of options, the balance of the share-based payments reserve relating to those options is transferred to share
capital and the proceeds received, net of any directly attributable transaction costs, are credited to share capital.

The market value of options issued to employees for no cash consideration under the employee option plan is recognised as an
employee benefits expense with a corresponding increase in equity when the employees become entitled to the options.

(s) Contributed equity

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options are shown
in equity as a deduction, net of tax, from the proceeds. Incremental costs directly attributable to the issue of new shares or
options, or for the acquisition of a business, are not included in the cost of the acquisition as part of the purchase consideration.

(t) Earnings per share

@) Basic earnings per share

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company, excluding any costs of
servicing equity other than ordinary shares, by the weighted average number of ordinary shares outstanding during the financial
year.

(i)  Diluted earnings per share

Potential shares as a result of options outstanding at the end of the year are not dilutive as they decrease the loss per share
and therefore have not been included in the calculation of diluted earnings per share.

(u) Exploration and Evaluation Expenditure

The Company has adopted a policy of writing off exploration and evaluation expenditure at the end of the period in which it is
incurred, unless a mineral resource has been estimated for the area of interest.

The Directors believe that this policy results in the carrying value of exploration expenditure more appropriately reflecting the
definition of an asset, being future benefits controlled by the consolidated entity.

Costs arising from exploration and evaluation activities are carried forward where these activities have, at reporting date,
reached a stage to allow a reasonable assessment regarding the existence of economically recoverable reserves. The ultimate
recoupment of costs carried forward for exploration and evaluation phases is dependent on the successful development and
commercial exploitation or sale of the respective areas of interest. All costs carried forward are in respect of areas of interest in
the exploration and evaluation phases and accordingly, production has not commenced.

Exploration and evaluation assets are assessed for impairment when facts and circumstances suggest that the carrying amount
of an exploration and evaluation asset may exceed its recoverable amount, in particular when exploration for and evaluation of
mineral resources in the specific area have not led to the discovery of commercially viable quantities of mineral resources and
the Company has decided to discontinue such activities in the specific area.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(v) Development Expenditure

All costs of evaluation, construction and commissioning, other than identifiable items of plant and equipment were accumulated
as development costs and are amortised over the life of the mine using a units of production basis so as to write off the costs in
proportion to the depletion of the proved and probable mineral reserves. Depreciation of equipment used during the
construction and commissioning phase was capitalised to development costs.

(w)  Provisions for environmental clean up costs

Provision is made for the estimated present value of the costs of environmental clean up obligations outstanding at the balance
sheet date. These costs are charged to the income statement. Movements in the environmental clean up provisions are
presented as an operating cost, except for the unwind of the discount which is shown as a financing cost.

(x) Accounting standards and interpretations issued but not yet effective

Certain new accounting standards and Australian interpretations have been issued but not yet effective for 30 June 2008
reporting periods. Macmin Silver's assessment of the impact of these new standards and interpretations is set out below.

(i) AASB 8 Operating Segments and AASB 2007-3 Amendments to Australian Accounting Standards arising from AASB 8

AASB 8 and AASB 2007-3 are effective for annual reporting periods commencing on or after 1 January 2009. Macmin Silver
has not adopted the standard early. AASB 8 may result in a significant change in the approach to segment reporting, as it
requires adoption of a "management approach" to reporting on the financial performance. The information being reported will be
based on what the key decision-makers use internally for evaluating segment performance and deciding how to allocate
resources to operating segments. The timing of the adoption of this standard has not been determined. Application of AASB 8
may result in different segments, segment results and different type of information being reported in the segment note of the
financial report. However, it will not affect any of the amounts recognised in the financial statements.

(i) Revised AASB 123 Borrowing Costs and AASB 2007-6 Amendments to Australian Accounting Standards arising from AASB
123

Revised AASB 123 is applicable to annual reporting periods commencing on or after 1 January 2009. It has removed the option
to expense all borrowing costs and - when adopted - will require the capitalisation of all borrowing costs directly attributable to
the acquisition, construction or production of a qualifying asset. This will not impact Macmin Silver Ltd because the current
accounting policy is for all borrowing costs relating to qualifying assets to be capitalised.

(i) AASB Interpretation 12 Service Concession Arrangements; Revised UIG 4 Determining whether an Arrangement contains
a Lease and AASB 2007-2 Amendments to Australian Accounting Standards arising from AASB Interpretation 12

AASB Interpretation 12 is effective for annual reporting periods commencing on or after 1 January 2008. It provides guidance on
the accounting by operators for public to private service concession arrangements under which private sector entities participate
in the development, financing, operation and maintenance of infrastructure for the provision of public services, such as
transport, water and energy facilities.

UIG 4 is effective for annual reporting periods commencing on or after 1 January 2008. It has been amended to exclude public
to private service concession arrangements from its scope.

(iv) AASB 3 (reissued March 2008) Business Combinations and AASB 2008-3 Amendments to Australian Accounting
Standards arising from AASB 3 and AASB 127

AASB 3 and AASB 2008-3 are effective for business combinations where the acquisition date is on or after the beginning of the
first annual reporting period commencing on or after 1 July 2009. As there is no requirement to retrospectively restate
comparative amounts for business combinations undertaken before this date, there is unlikely to be any impact on the financial
statements when this revised standard is first adopted.

However, due to the nature of some of the changes in the revised standard, business combinations that the entity undertakes
after this date may in future impact negatively on the results of the entity. For example, acquisition costs will have to be
expensed instead of being recognised as part of goodwill. Specific changes in respect of step acquisitions and sell downs may
introduce situations whereby adopting the revised standard may improve profitability.

(v) AASB 2008-1 (issued February 2008) Amendments to AASB 2 — Share-based Payments — Vesting Conditions and
Cancellations.

AASB 2008-1 is effective for annual reporting periods commencing on or after 1 January 2009. To date the entity has not issued

any options to employees that include non-vesting conditions and as such there will be no impact on the financial statements
when this revised standard is adopted for the first time.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(y) Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not
recoverable from the taxation authority. In this case it is recognised as part of the cost of acquisition of the asset or as part of
the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST
recoverable from, or payable to, the taxation authority is included with other receivables or payables in the balance sheet.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing activities
which are recoverable from, or payable to the taxation authority, are presented as operating cash flow.

NOTE 2 FINANCIAL RISK MANAGEMENT
(@) General objectives, policies and processes
In common with all other businesses, the Group is exposed to risks that arise from its use of financial instruments. This note
describes the Group’s objectives, policies and processes for managing those risks and the methods used to measure them.
Further quantitative information in respect of these risks is presented throughout these financial statements.
There have been no substantive changes in the Group’s exposure to financial instrument risks, its objectives, policies and
processes for managing those risks or the methods used to measure them from previous periods unless otherwise stated in this
note.
The principal financial instruments from which the Group’s financial instrument risk arises include:

- cash at bank

- bank overdrafts

- deposits with government bodies and other creditors

- loans to controlled entities

- investments in listed securities

- trade and other payables

- fixed and floating-rate bank loans

- fixed rate convertible notes

Macmin Silver Ltd is committed to having a culture of risk management, and to establish an integrated risk management system
that supports a pro-active, multi-disciplinary approach to managing risk, and to exploiting opportunity at all levels.

Policy Conditions

e The risk management process is designated as a key internal business process.

e The management of risk/opportunity must be formally addressed in making major business decisions.

e A Whole of Business Risk Review has been prepared and will be reviewed regularly at Board level.

e Each operating site must maintain industry generic and site specific risk identification and treatment documentation.
e Arisk management plan must be developed for major projects.

e A formal risk management plan must be included as part of every major capital acquisition or procurement decision.

e Operational risks related to the employees, the environment, the community and the Company assets should be identified
and addressed as part of the routine operating procedures.

o Key risk/opportunity areas and their drivers should be included in management /Board reporting systems.
Responsibilities

The Board of Directors, on behalf of shareholders, is to ensure that risks and opportunities are identified, monitored and
managed in a pro-active way; and that they are reported half yearly, or more frequently in the event of a major change in status.

The Executive is responsible for providing leadership and direction, for establishing a context which fosters a risk management

culture, and for ensuring business, financial and risk management approaches are integrated during the planning,
implementation and reporting of major ventures at all levels.
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NOTE 2 FINANCIAL RISK MANAGEMENT (Continued)

Managers at every level are responsible for implementing the Macmin Silver Ltd Mining Risk Management System. They should
ensure that staff have the knowledge and skills to use the system and that appropriate risk management practices and
procedures are integrated with standard management practices and business processes in their operations.

All employees have a responsibility to identify areas of risk and initiate responses that seek to minimise business exposure.
Implementation strategy

e Risk assessments and the development of plans to manage risk for major activities are to commence immediately.

e Arrisk assessment to identify and evaluate risks has been completed and will be reviewed regularly.

e The operating site at Texas in Queensland has or is developing site safety and risk management procedures in consultation
with relevant authorities and with input from insurers.

e Exploration services department is developing risk management procedures appropriate for exploration sites.

e A copy of this policy document is to be provided to all managers and placed on the Company website under The Corporate
Governance Section.

(b) Credit risk

Credit risk is the risk that the other party to a financial instrument will fail to discharge their obligation resulting in the Group
incurring a financial loss. This usually occurs when debtors or counterparties to derivative contracts fail to settle their obligations
owing to the Group. The carrying amounts of cash and cash equivalents and, trade and other receivables totalling $5,109,296
(2007: $7,113,497) represent the Group’s maximum exposure to credit risk in relation to financial assets.

The Company had a concentration of credit risk at 30 June 2007 because the majority of other receivables were due from
associate New Guinea Gold Ltd (NGG) but the risk was mitigated by the degree of access to information and influence by the
Consolidated Entity at that time. At 30 June 2008 NGG had paid in advance for anticipated outlays for July 2008 made on its
behalf by the Group.

There are also no significant credit risk issues relating to metal sales for the Group at the balance date with all customers on
short credit terms and no balance in trade debtors at 30 June 2008.

Derivative counterparties and cash transactions are limited to high credit quality financial institutions.

Amounts due by subsidiary entities to the parent as disclosed in Note 11 are considered recoverable from the net underlying
assets of the entities.

(c) Liquidity risk

Liquidity risk is the risk that the Group may encounter difficulties raising funds to meet commitments associated with financial
instruments, e.g. borrowing repayments. It is the policy of the Board of Directors that treasury maintains adequate committed
credit facilities and the ability to close-out market positions.

The objective of managing liquidity risk is to ensure, as far as possible, that it will always have sufficient liquidity to meet its
liabilities when they fall due, under both normal and stressed conditions.

The entity has established a number of policies and processes for managing liquidity risk. These include:
e  Continuously monitoring actual and daily cashflows and longer-term forecasted cashflows.

e Monitoring the maturity profiles of financial assets and liabilities in order to match inflows and outflows.
e Financial assets held for which there is liquid market and that are readily saleable.

e Financial assets held for which there is not a liquid market, but which are expected to generate cash inflows that are
available to meet cash outflows.

e Maintaining adequate reserves and support facilities (e.g. related parties).
e Maintaining adequate borrowing facilities (e.g. unused credit or overdraft facilities).

e  Monitoring liquidity ratios (working capital).
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NOTE 2 FINANCIAL RISK MANAGEMENT (Continued)

Financing arrangements

The following financing facilities were available at balance date:

Bank loans
Total facilities:

Used at balance date
Unused at balance date

Maturity Analysis

CONSOLIDATED

Financial assets
Non interest bearing
Cash and deposits
Receivables
Variable interest rate
Cash and deposits
Fixed interest rate
Cash and deposits

Receivables

Financial liabilities
Non interest bearing
Accounts payable and
other creditors
Variable interest rate
Bank loans

Fixed interest rate

Bank loans

Convertible notes

Net Financial
assets/(liabilities)

CONSOLIDATED

PARENT ENTITY

2008 2007 2008 2007
$ $ $ $
586,652 1,065,353 - -
1,213,348 734,647 - -
1,800,000 1,800,000 - -
6 months or less 6 to 12 months 1to 3years Over 3 years Total
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
$ $ $ $ $ $ $ $ $ $
37,593 19,258 37,593 19,258
111,390 298,890 111,390 298,890
2,379,661 1,722,045 2,379,661 1,722,045
2,555,652 5,048,304 2,555,652 5,048,304
25,000 25,000 25,000 25,000
5,084,296 7,088,497 25,000 25,000 5,109,296 7,113,497
1,948,300 1,099,816 1,948,300 1,099,816
825 550 927 797 5,705 5,682 93,683 94,233 101,140 101,262
253,512 234,750 176,628 243,951 156,512 586,652 586,652 1,065,353
2,808,113 1,560,063 4,680,187 9,048,363
5,010,750 1335116 1,737,618 244,748 4,842,404 592,334 93,683 94,233 11,684,455 2,266,431
73,546 5,753,381  (1,712,618)  (219,748) (4,842,404)  (592,334) (93,683) (94,233) (6,575,159) 4,847,066
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NOTE 2 FINANCIAL RISK MANAGEMENT (Continued)
Maturity Analysis 6 months or less 6 to 12 months 1to 3years Over 3 years Total
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007

PARENT $ $ $ $ $ $ $ $ $ $
Financial assets
Non interest bearing
Cash and deposits 12,734 4,258 12,734 4,258
Receivables 28,173 297,710 46,458,335 33,090,789 46,486,508 33,388,499
Variable interest rate
Cash and deposits 2,379,661 1,722,045 2,379,661 1,722,045
Fixed interest rate
Cash and deposits 2,555,652 5,048,304 2,555,652 5,048,304
Receivables 25,000 25,000 25,000 25,000

4,976,220 7,072,317 25,000 25,000 46,458,335 33,090,789 51,459,555 40,188,106
Financial liabilities
Non interest bearing
Accounts payable and
other creditors 791,516 1,074,947 791,516 1,074,947
Fixed interest rate
Convertible notes 2,808,113 1,560,063 4,680,187 9,048,363

3,599,629 1,074,947 1,560,063 4,680,187 9,839,879 1,074,947
Net Financial
assets/(liabilities) 1,376,592 5,997,370 (1,535,063) 25,000 (4,680,187) 46,458,335 33,090,789 41,619,676 39,113,159

The Group holds financial assets for which there is no liquid market, but which are expected to generate cash inflows that will be
available to meet cash outflow on liabilities and has also been able to fund its operations in the past by the issue of shares as
needed, although there is no certainty that the Group will be able to continue to obtain funding by share issuances in the future.

(d) Market risk

Market risk arises from the use of interest bearing, tradable and foreign currency financial instruments. It is the risk that the fair
value or future cash flows of a financial instrument will fluctuate because of changes in interest rates (interest rate risk), foreign
exchange rates (currency risk), commodity prices (commodity price risk) or other market factors (equity price risk).

() Interest rate risk

It is the Group’s policy to eliminate interest rate risk over the cash flows on the majority of its long-term debt finance through the
use of fixed rate instruments and to continuously monitor interest rate risk exposures during the period balances are held and to
alter the balance of fixed and floating rate deposits as considered appropriate. The Group’s only exposure to floating-rate
borrowings is $104,000 borrowed over 25 years for the purchase of a house for mine staff accommodation. $101,140 was
outstanding at 30 June 2008 (2007: $101,262) in respect of the loan and included in current and non-current borrowings. The
loan is secured by a mortgage over the house purchased with the loan proceeds. The interest rate at 30 June 2008 was 8.96%.
This floating-rate borrowing exposes the Group to the fluctuations in interest rates that are inherent in such a market.

For further details of exposure to interest rate risk refer Note 21 Non-Current Borrowings.
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NOTE 2

Sensitivity analysis

FINANCIAL RISK MANAGEMENT (Continued)

The following sensitivity analysis is based on the interest rate risk exposures in existence at the balance sheet date. At 30 June
2008, if interest rates had moved, as illustrated in the table below, with all other variables held constant, post tax profit and

equity would have been affected as follows:

Consolidated - 2008

Financial assets
Cash and cash equivalents
Receivables

Financial liabilities

Interest-bearing loans and borrowings

After tax increase/ (decrease)

Parent - 2008

Financial assets
Cash and cash equivalents
Receivables

After tax increase/ (decrease)

Consolidated - 2007

Financial assets
Cash and cash equivalents
Receivables

Financial liabilities

Interest-bearing loans and borrowings

After tax increase/ (decrease)

Parent - 2007

Financial assets
Cash and cash equivalents
Receivables

After tax increase/ (decrease)

Carrying . . i . .
Amount AUD + 50 basis points 50 basis points
Profit/(Loss) Equity Profit/(Loss) Equity
$ $ $ $ $
4,957,906 24,676 24,676 (24,676) (24,676)
25,000 125 125 (125) (125)
101,140 (506) (506) 506 506
24,295 24,295 (24,295) (24,295)
Carrying . . i . .
Amount AUD + 50 basis points 50 basis points
Profit/(Loss) Equity Profit/(Loss) Equity
$ $ $ $ $
4,938,047 24,676 24,676 (24,676) (24,676)
25,000 125 125 (125) (125)
24,801 24,801 (24,801) (24,801)
Carrying . . i . .
Amount AUD + 50 basis points 50 basis points
Profit/(Loss) Equity Profit/(Loss) Equity
$ $ $ $ $
6,774,608 33,847 33,847 (33,847) (33,847)
25,000 125 125 (125) (125)
101,261 (506) (506) 506 506
33,465 33,465 (33,465) (33,465)
Carrying . . i . .
Amount AUD + 50 basis points 50 basis points
Profit/(Loss) Equity Profit/(Loss) Equity
$ $ $ $ $
6,774,608 33,847 33,847 (33,847) (33,847)
25,000 125 125 (125) (125)
33,847 33,847 (33,847) (33,847)
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NOTE 2 FINANCIAL RISK MANAGEMENT (Continued)
(i) Currency risk

The Group’s exposure to currency risk comes from the convertible notes issued during 2008. The convertible notes were
issued, and are repayable, in US dollars (USD).

The policy of the Group for managing foreign exchange (currency risk) will be to continuously monitor exchange rates. It is a
policy not to use hedging.

usD
Consolidated and Parent 2008 2007
$ $

Convertible notes 8,700,000 -
Sensitivity analysis Carrying USD 10% weaker USD 10% stronger
Consolidated and Parent - 2008 Amount AUD  profit/(Loss) ~ Other Equity  Profit/(Loss)  Other Equity

$ $ $ $ $
Financial liabilities
Convertible notes 9,048,362 1,443,771 1,443,771 (246,138) (246,138)
After tax increase/ (decrease) 1,443,771 1,443,771 (246,138) (246,138)

Neither the Group nor the Parent had any financial instruments with foreign currency exposure in 2007.
(iii) Commodity price risk

Commodity price risk is the risk of financial loss resulting from movements in the price of the Group’s commodity inputs and
outputs.

The Group is primarily exposed to commodity price risk arising from revenue derived from the sales of silver and, to a lesser
extent, gold.

Had the weighted average AUD price received on metal sales varied by +/- 10% the effect on post tax profit and equity would
have been +/- $158,405, excluding refining costs. The Group had no metal sales in 2007. The Parent entity had no exposure to
movements in metal prices.

The Group, and the Parent, had no financial instruments subject to commodity price risk at the balance date for either 2008 or
2007.

(iv)  Equity price risk
The Group has investments in publicly listed companies and so exposes itself to the fluctuations in price that are inherent in
such a market. The policy of the Group to manage equity prices (equity price risk) is to continually monitor the share prices and

future prospects for the companies the Group invests in.

The Group and Parent’s exposure to equity price risk came from investments listed on the Australian Securities Exchange
(ASX) and the Toronto Stock Exchange — Venture Exchange (TSX-V) and is as follows:

ASX TSX-V
2008 2007 2008 2007
$ $ $ $
Listed Securities 588,650 1,679,152 8,444,425 -

The mineral exploration sector accounted for 100% of the Group and Parent’s total investments in ASX and TSX-V listed
shares.
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NOTE 2 FINANCIAL RISK MANAGEMENT (Continued)

Sensitivity analysis

The following sensitivity analysis summarises the impact of increases/decreases of the share prices of the Group’s and the
parent entity's investments in publicly listed companies. With all other variables held constant, post tax profit and equity would

have been affected as follows:

Carrying

A +10% Share price - 10% Share price
mount movement movement
Consolidated and Parent - 2008 AUD
Profit Other Equity Profit Other Equity

Available for sale financial assets $ $ $ $ $
Listed securities on ASX 588,650 - 41,205 - (41,205)
Listed securities on TSX-V 8,444,425 - 591,110 - (591,110)

9,033,075 - 632,315 - (632,315)

The above analysis assumes all other variables remain constant.

CA?rqroyLljrr]\? +10% Share price -10% Share price
Consolidated and Parent - 2007 AUD movement movement
Profit Other Equity Profit Other Equity
Available for sale financial assets $ $ $ $ $
Listed securities on ASX 1,679,152 - 117,541 - (117,541)

The above analysis assumes all other variables remain constant.
(e) Fair Value Estimation

The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for disclosure
purposes. The fair value of financial instruments traded in active markets (such as available-for-sale securities) is based on
guoted market prices at the reporting date. The quoted market price used for financial assets held by the Group is the current
bid price. The Group uses a variety of methods and makes assumptions that are based on market conditions existing at each
balance date. Quoted market prices or dealer quotes for similar instruments are used for long-term debt instruments held. Other
techniques, such as estimated discounted cash flows, are used to determine fair value for the remaining financial instruments.
The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair values
due to their short-term nature. The fair value of financial liabilities for disclosure purposes is estimated by discounting the future
contractual cash flows at the current market interest rate that is available to the Group for similar financial instruments.

NOTE 3 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
(a) Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates, assumptions and critical judgements that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed
below.

(b) Critical judgements in applying the entity's accounting policies

() Mine restoration provisions estimates

The calculation of rehabilitation and closure provisions (and corresponding capitalised closure cost assets where necessary)
rely on estimates of costs required to rehabilitate and restore disturbed land to its original condition. These estimates are
regularly reviewed and adjusted in order to ensure that the most up to date data is used to calculate these balances.
Restoration provisions are disclosed in Note 22. There was no increase in the restoration provision in 2008 (2007: $3,516,578).
Significant judgement is required in determining the provision for mine rehabilitation as there are many transactions and other

factors that will affect the ultimate costs required to rehabilitate the mine site. Factors that will affect this liability include future
development, changes in technology, price increases and changes in interest rates.
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NOTE 3 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (Continued)
(i) Determination of Ore Reserves and Mineral Resources

The Group estimates its ore reserves and mineral resources based on information compiled by Competent Persons as defined
in accordance with the Australasian Code for Reporting of Mineral Resources and Ore Reserves of December 2004 (the JORC
code). Reserves determined in this way are used in the calculation of amortisation and impairment charges, the assessment of
mine lives and for forecasting the timing of the payment of close down and restoration costs.

When a change in estimated recoverable silver ounces contained in proved and probable ore reserves is made, amortisation is
accounted for prospectively.

(iii) Units of Production Method of Depreciation and Amortisation

The Group applies the units of production method for depreciation and amortisation of its mine assets based on ore tonnes
mined. These calculations require the use of estimates and assumptions. Significant judgement is required in assessing the
available reserves and the production capacity of the plants to be depreciated under this method. Factors that are considered in
determining reserves, resources and production capacity are the Group’s history of converting resources to reserves and the
relevant timeframes, the complexity of metallurgy, markets and future developments. When these factors change or become
known in the future, such differences will impact pre-tax profit and carrying value of assets.

(iv) Employee options

The Group uses a Black-Scholes option pricing model to determine the fair values of options granted to employees, and others,
at their grant date. In order to use this pricing model the Group must make critical judgements and assumptions about a range
of input variables to the model. These input variables include the expected price volatility of the underlying shares, the expected
dividend yield, the risk-free interest rate for the term of the options, the impact of dilution and the non-tradeable nature of the
options.

(V) Impairment

Assets are reviewed for impairment whenever events or changes in circumstances indicate that their carrying amounts exceed
their recoverable amounts. The assessment of the carrying amount often requires estimates and assumptions such as discount
rates, exchange rates, commodity prices, future capital requirements and future operating performance.

(vi) Going concern

The financial report records that the Group has incurred losses of $9,802,722 for the year ended 30 June 2008 (2007:
$8,252,380). The generation of profits in the future and positive cash flows from operations is dependent upon the assumption
that production levels can be increased to relevant targets in the coming months. To achieve this the Directors are of the view
that the issues associated with the ramp up of production will be successfully overcome. The Directors are uncertain of the time
it will take to leach all recoverable silver from the heaps except that it will be considerably longer than the testwork suggested,
with commensurate delays to revenue streams. Another risk difficult to quantify is the price of silver. The Directors believe that
silver will recover its recently lost ground and increase substantially in value in the future but there is no telling quite when or to
what extent this will happen. Until profitable operations are achieved the Group is reliant on capital raising and potentially the
sale of equity investments.

No adjustments have been made to the carrying amount of assets or the recorded amount of liabilities should the Directors
plans not successfully eventuate.

CONSOLIDATED PARENT ENTITY

NOTE 4 REVENUE 2008 2007 2008 2007

$ $ $ $
Revenue from Continuing Operations
Sales revenue (net of royalties and refining costs) 1,566,853 - - -
Administration fees and hire fees 357,130 688,680 705,709 1,694,308
Interest received / receivable from other corporations 485,587 567,432 363,995 567,432
Smelter royalty (Note 27) 18,784 - 18,784 -
Other Income
Gain on foreign exchange 494,670 - 494,670 -
Gain on sale of asset - 18,186 - 18,186
Gain on disposal of investment 57,906 - 57,906 -

2,980,930 1,274,298 1,641,064 2,279,926
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NOTE 5 EXPENSES

Loss before income tax includes the following specific
expenses:

Depreciation and amortisation:
Depreciation (Note 12)
Heap leach pad costs amortisation (Note 10)
Life of mine costs amortisation (Note 17)
Total depreciation and amortisation

Rental expenses on operating leases

Defined contribution superannuation expense

Provision for impairment of subsidiary loan account
(significant item of expense)

NOTE 6 INCOME TAX

(a) Numerical reconciliation of income tax expense to
prima facie tax payable / (tax loss)

Profit / (Loss) from continuing operations before income tax
expense

Tax at Australian tax rate of 30% (2006 — 30%)

Tax effect of amounts which are not deductible (taxable) in
calculating taxable income:

Share of net loss of associates
Share based payments expense

Previously unrecognised tax losses used to offset amounts
recognised in equity

Deferred tax asset not brought to account

Income tax expense

(b) Amounts recognised directly in equity

Aggregate current and deferred tax arising in the reporting
period and not recognised in net profit or loss but directly
debited or credited to equity

Net deferred tax debited (credited) directly to equity

(c) Tax losses
Unused tax losses for which no deferred tax asset has been
recognised

Potential tax benefit @ 30%

This benefit for tax losses will only be obtained if:

CONSOLIDATED

PARENT ENTITY

2008 2007 2008 2007

$ $ $ $

787,175 759,202 133,540 105,540
181,891 - - -
1,477,825 - - -
2,446,891 759,202 133,540 105,540
80,936 77,683 80,936 77,683
491,559 228,710 491,559 228,710

- - 18,000,000 -

CONSOLIDATED

PARENT ENTITY

2008 2007 2008 2007
$ $ $ $
(11,753,094)  (8,528,414) (19,350,937)  (3,370,545)
(3,525,928)  (2,558,524)  (5,805,281)  (1,011,164)
144,770 113,346 - -
82,680 447,912 50,880 447,912
(3,298,478)  (1,997,266)  (5,754,401) (563,252)
(1,950,372) (276,034)  (1,950,372) (276,034)
3,298,478 1,997,266 5,745,401 563,252
(1,950,372) (276,034) (1,950,372 (276,034)
(1,950,372) 276,034 (1,950,372) 276,034
54,833,876 38,858,257  25967,115 23,797,666
16,450,163 11,657,477 7,790,135 7,139,300

A assessable income of a nature and of an amount sufficient to enable the benefit to be realised is derived; and

A conditions for deductibility imposed by law continue to be complied with; and

A no changes in tax legislation adversely affect the ability in realising the benefit.
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NOTE 6 INCOME TAX (Continued)
(d) Deferred tax liabilities/(assets) not recognised
Amounts recognised in profit or loss
Exploration and evaluation and development costs
Provisions and sundry items

Potential tax benefit @ 30%
Set-off deferred tax assets associated with carried forward
losses not recognised

Net deferred tax liability

NOTE 7 CURRENT ASSETS: CASH & CASH

EQUIVALENTS

Cash at bank and on hand
Deposits at call

CONSOLIDATED

PARENT ENTITY

2008 2007 2008 2007
$ $ $ $

6,783,215 8,331,580 590,992 590,992
9,195,714 (1,099,021) 6,525,078 (539,616)
15,978,929 7,232,559 7,116,070 51,370
4,793,679 2,169,768 2,134,821 15,411
(4,793,679)  (2,169,768) (2,134,821) (15,411)

CONSOLIDATED

PARENT ENTITY

2008 2007 2008 2007

$ $ $ $
2402254 1726304 2382395 1,726,304
2,555,652 5,048,304 2555652 5,048,304
4,957,906 6,774,608 4,938,047 6,774,608

The cash at bank and deposits earn floating interest at 7.5% (2007: 6.1%).

The weighted average term for the deposits at call at 30 June 2008 was 67 days (2007: 79 days).

NOTE 8 CURRENT ASSETS: TRADE AND

OTHER RECEIVABLES

Other receivables
Prepayments

NOTE 9 CURRENT ASSETS: INVENTORIES

Work in progress
Consumables

NOTE 10 CURRENT ASSETS: OTHER ASSETS/

DEFERRED MINING COSTS

Deferred grade control

Heap leach pad preparation costs

Less heap leach pad costs amortisation
Drill rig costs carried forward

CONSOLIDATED

PARENT ENTITY

2008 2007 2008 2007

$ $ $ $
149,289 318,574 76,072 317,394
147,221 85,592 147,221 85,592
296,510 404,166 223,293 402,986

CONSOLIDATED

PARENT ENTITY

2008 2007 2008 2007

$ $ $ $
5,140,852 1,757,555 - -
158,585 70,514 - -
5,299,437 1,828,069 - -

CONSOLIDATED

PARENT ENTITY

2008 2007 2008 2007
$ $ $ $

326,657 492,464 - -
944,493 216,030 - -
(181,891) - - -
- 20,219 - -
1,089,259 728,713 - -

Deferred mining costs are associated with grade control, heap leach pad and drill rig preparation activities and they are in
relation to areas that will be mined or utilised within the next 12 months.
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RECEIVABLES 2008 2007 2008 2007

$ $ $ $

Deposits — tenements and premises 2,157,662 1,113,037 37,338 37,838
Loans to controlled entities - - 46,458,335 33,090,788
Provision for impairment of subsidiary loan - - (18,000,000) -

- - 28,458,335 33,090,788

2,157,662 1,113,037 28,495,673 33,128,626

PROPERTY, PLANT AND EQUIPMENT 2002 200; 2002 200;
Plant and Equipment
Plant and equipment at cost 11,152,112 10,346,120 672,485 1,184,460
Less accumulated depreciation (2,724,377) (1,856,084) (389,106) (776,547)

8,427,735 8,490,036 283,379 407,913

Reconciliation
Reconciliation of the carrying amount of property, plant and
equipment at the beginning and end of the financial year are
set out below:
Carrying amount at the beginning of the financial year 8,490,036 8,407,928 407,913 317,078
Additions 879,046 883,423 24,248 207,080
Disposals (30,001) (10,705) (15,242) (10,705)
Depreciation expense (787,175) (759,202) (133,540) (105,540)
Depreciation capitalised to exploration (124,171) (31,408) - -
Carrying amount at the end of the financial year 8,427,735 8,490,036 283,379 407,913

(a) Non-current assets pledged as security

Refer to note 21 for information on non-current assets pledged as security by the parent entity and its controlled entities.

NOTE 13 NON CURRENT ASSETS: CONSOLIDATED PARENT ENTITY
INVESTMENTS ACCOUNTED FOR 2008 2007 2008 2007
USING THE EQUITY METHOD $ $ $ $

Shares in associate New Guinea Gold Corporation (note 35) - 357,362 - 1,563,023

Up to 31 December 2007 investments in associates were accounted for in the consolidated financial statements using the
equity method of accounting and were carried at cost by the parent entity. Refer to note 26 “Subsequent Events” for details
of further decreases in equity in NGG.

At 30 June 2007 shares in associated companies comprised:

17,847,020 (15%) of the issued shares in New Guinea Gold Corporation (NGG), a company listed on the Toronto Venture
Exchange. NGG owned 100% of New Guinea Gold Ltd, a former subsidiary of Macmin Silver Ltd, incorporated in and
operating in Papua New Guinea. NGG also owned 50% of Kanon Resources Ltd, a company incorporated in and operating
in Papua New Guinea.

Even though there are still two common directors, including a common chairman, and the Company also continues to provide
management and accounting services on a fee basis to NGG the directors of the Company are of the opinion that Macmin no
longer exerts significant influence over NGG. The Company’s ownership of NGG, with dilution, had fallen to 11% by
30 June 2008; NGG, having now moved into gold production, has become more self sufficient in terms of personnel and
resources. The Company also has plans to reduce its shareholding in NGG over the next 12 months. As a result, as at
30 June 2008, the Company now accounts for its investment in NGG as an available-for-sale investment (Note 14).
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NOTE 14 NON CURRENT ASSETS: CONSOLIDATED PARENT ENTITY
AVAILABLE-FOR-SALE FINANCIAL 2008 2007 2008 2007
ASSETS $ $ $ $
Listed equity securities
Shares — Malachite Resources N.L. 382,500 540,000 382,500 540,000
Shares — Frontier Resources Ltd 206,150 1,139,152 206,150 1,139,152
Shares — New Guinea Gold Corporation 8,444,425 - 8,444,425 -
9,033,075 1,679,152 9,033,075 1,679,152

(@) Investments in related parties

Refer to notes 18, 35 and 36 for information on the carrying amount of investments in joint
subsidiaries.

ventures, associates and

NOTE 15  NON CURRENT ASSETS: OTHER CONSOLIDATED PARENT ENTITY
FINANCIAL ASSETS 2008 2007 2008 2007
$ $ $ $
Unlisted equity securities
Shares in subsidiary (note 36) - - 33,802 33,802
- - 33,802 33,802

No dividends were received or receivable during the financial year.

NOTE16  MINERAL EXPLORATION AND CONSOLIDATED PARENT ENTITY
EVALUATION EXPENDITURE 2002 200; 2002 200;

Expenditure carried forward in respect of areas of interest:

Pre Production — Exploration and evaluation phase

Balance at the beginning of the financial year 6,167,578 5,760,498 590,992 590,992

Expenditure during the year — capitalised 1,635,861 2,852,311 732,697 2,105,356

Acquired by issue of shares (note 23) - 300,000 - 300,000

Amounts written off during the year (1,020,224) (2,745,231) (732,697)  (2,405,356)

Balance at the end of the financial year 6,783,215 6,167,578 590,992 590,992

The ultimate recoupment of costs carried forward for exploration and evaluation is dependent upon the successful

development and commercial exploitation or sale of the respective areas of interest.

NOTE 17 MINERAL DEVELOPMENT CONSOLIDATED PARENT ENTITY
EXPENDITURE 2008 2007 2008 2007
$ $ $ $
Balance at the beginning of the financial year 12,867,400 7,857,399 - -
Expenditure during the year 331,728 1,561,997 - -
Life of mine costs amortisation (1,477,825) - - -
Provision for rehabilitation capitalised - 3,628,332 - -
Provision for rehabilitation amortised (468,856) (180,328) - -
Balance at the end of the financial year 11,252,447 12,867,400 - -
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NOTE 18 INTERESTS IN JOINT VENTURES

Under a Joint Venture Agreement dated 10 December 2004 with Malachite Resources NL (Malachite), the Company acquired
a 60% interest in two exploration tenements to the value of $590,992 (including Stamp Duty) included in Exploration
Expenditure (note 16). By June 2006 the Company had sole funded exploration of $500,000 on the tenements increasing its
interest in the tenements to 75%. Malachite has elected to resume proportional funding to bankable feasibility. The sole
funded $500,000 of exploration, and all later exploration expenditure has subsequently been written off.

The consolidated entity’s interests of $590,992 in the assets employed in the joint venture are included on the consolidated
balance sheet, in accordance with the accounting policy described in note 1, under Exploration and Evaluation Expenditure
(note 16), and expenditure commitments in respect of the joint venture are shown in note 25(b).

NOTE19  CURRENT LIABILITIES: TRADE AND CONSOLIDATED PARENT ENTITY
OTHER PAYABLES 2008 2007 2008 2007
$ $ $ $
Trade creditors 1,670,270 975,357 513,486 950,488
Other creditors 278,030 158,593 278,029 158,593
Aggregate employee benefit and related on-costs liabilities 443,790 400,159 273,046 348,030
2,392,090 1,534,109 1,064,561 1,457,111

Interest rate risk exposures
Details of the Group’s exposure to interest rate changes on borrowings are set out in note 2 and 21.

As explained in note 1, the liability for long service leave represents the present value of the estimated future cash outflows to
be made by the employer resulting from employees’ services provided up to the balance date.

NOTE20  CURRENT LIABILITIES: CONSOLIDATED PARENT ENTITY
BORROWINGS 2008 2007 2008 2007
$ $ $ $
Chattel mortgage 430,140 478,700 - -
Building mortgage 1,752 1,347 - -
Convertible notes 4,368,175 - 4,368,175 -
4,800,067 480,047 4,368,175 -

Further information relating to borrowings is set out in note 21.
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NOTE21  NON-CURRENT LIABILITIES: CONSOLIDATED PARENT ENTITY
BORROWINGS 2008 2007 2008 2007
$ $ $ $
Chattel mortgage 156,512 586,652 - -
Building mortgage 99,387 99,915 - -
Convertible notes 4,132,406 - 4,132,406 -
4,388,305 686,567 4,132,406 -

The chattel mortgage facility was established to provide up to a maximum outstanding balance at any time of $1,800,000 (on a
60% finance / 40% equity basis) toward the purchase of equipment to be used in the Twin Hills Mine Development. As at 30
June 2008 $1,213,348 was available to be re-drawn on the loan. Principal and interest is payable over 48 months in equal
instalments in respect of each drawdown. The final payment is due in February 2010. Liabilities in respect of the loan are
included in current borrowings ($430,141) and non-current borrowings ($156,512). Loan payments of $544,060 during the
year included interest of $65,359. The chattel mortgage is secured by a charge over the mining equipment purchased with the
proceeds of the borrowing. Interest is fixed, over the term of the loan at 7.8%.

The consolidated entity borrowed $104,000 toward the purchase of a house for mine staff accommodation. Liabilities in
respect of the loan are included in current borrowings ($1,752) and non-current borrowings ($99,387). Loan payments of
$9,644 during the year included interest of $1,253. The final payment is due in July 2030. The loan is secured by a mortgage
over the house purchased with the proceeds. Interest is variable and at balance date was 8.96% (2007: 7.57%).

During 2008 $9.4 million ($US9 million) in convertible notes were issued to YA Global Investments L.P. trading as Cornell
Capital Partners Offshore, LP to fund upgrades at Twin Hills Silver Mine and further mineral exploration. The principal is
repayable 6 monthly over 3 years. The Company may make repayments in cash, or in shares at 3% discount to the Volume
Weighted Average Price in the pre-determined period prior to issue of the shares. During 2008 one repayment of principal was
made by issuing 2,647,375 shares at a total issue price of $321,251. Interest is payable at 13% per annum payable quarterly,
in arrears, in cash. One payment of interest totalling $207,343 was made during 2008.

The Subscriber has a Conversion Right and may require conversion of all or part of the outstanding loan to shares. The
Conversion Price is $0.356. If the Subscriber gives notice of a Conversion, the Company still has the right to elect to pay the
Subscriber cash instead of shares, paying out the share price gain above the Conversion Price to the Subscriber. The
Conversion Price reduces to the lowest price of any issue of shares to a third party if the Company issues more than 5% of the
number of shares on issue at the commencement of the Convertible Note. Issues made pursuant to existing options (and
employee option plans) are excluded for the purpose of this 5% calculation. Macmin has the right to prepay a portion or all of
the Convertible Loan in cash and at par at any time. The Company has estimated the value of the equity component to be not
material and has classified the Convertible Notes as debt.

Macmin was also required, under the facility, to issue the Subscriber options (expiring November 2012) to purchase 5,000,000
shares at $0.48 (the historical high of the shares). Refer note 29. The exercise price of those options reduces in the same way
as the Conversion Price above if the Company issues more than 5% of the number of shares on issue at the commencement
of the Convertible Note.

NOTE22  NON-CURRENT LIABILITIES: CONSOLIDATED PARENT ENTITY
PROVISIONS 2008 2007 2008 2007
$ $ $ $
Employee benefit Long Service Leave 25,822 9,086 20,716 6,666
Mine rehabilitation provision 3,969,137 3,738,552 - -
3,994,959 3,747,638 20,716 6,666
Movements
Mine rehabilitation provision
Balance 1 July 3,738,552 111,754 - -
Increase in provision - 3,516,578 - -
Wind-back discount to NPV 230,585 110,220 - -

Rehabilitation conducted - - - R

3,969,137 3,738,552 - -
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PARENT ENTITY PARENT ENTITY

NOTE 23 CONTRIBUTED EQUITY 2008 2007 2008 2007
Shares Shares $ $

(a) Paid Up Capital
Ordinary shares — fully paid — no par value 482,881,190 461,931,422 69,599,596 65,646,508

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the Company in proportion to
the number of shares held.

On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is entitled to one vote, and in a
poll each share is entitled to one vote.

(b) Movements in ordinary share capital:

Number of Issue
Date Details Notes Shares Price $ $
30 Jun 2007 Opening Balance 461,931,422 65,646,508
9 Jul 2007 Exercise of unlisted options for shares
Proceeds received 50,000 0.20 10,000
Transfer from share-based payments reserve -
9 Jul 2007 Exercise of listed options for shares
Proceeds received 3,833 0.25 958
10 Aug 2007 Exercise of unlisted options for shares
Proceeds received 50,000 0.15 7,500
Transfer from share-based payments reserve 3,115
10 Aug 2007 Exercise of unlisted options for shares
Proceeds received 282,500 0.20 56,500
Transfer from share-based payments reserve 22,230
27 Sep 2007 Exercise of listed options for shares
Proceeds received 9,516 0.25 2,379
9 Nov 2007 Exercise of unlisted options for shares
Proceeds received 75,000 0.20 15,000
Transfer from share-based payments reserve 5,228
26 Nov 2007 Exercise of listed options for shares
Proceeds received 8,334 0.25 2,083
25 Jan 2008 Exercise of listed options for shares
Proceeds received 5,066 0.25 1,267
6 Feb 2008 Rights Issue — Interim Allotment
Proceeds received 7,088,400 0.20 1,417,680
27 Feb 2008 Rights Issue — Final Allotment
Proceeds received 10,703,543 0.20 2,140,709
17 Mar 2008 Exercise of listed options for shares
Proceeds received 1,058 0.25 265
29 Apr 2008 Exercise of listed options for shares
Proceeds received 909 0.25 227
14 May 2008 Exercise of listed options for shares
Proceeds received 24,234 0.25 6,058
3 Jun 2008 Convertible Note Conversion — first tranche* 2,647,375 0.121347 321,251
Less transactions costs arising on issues (59,361)
30 June 2008 Sub-total 3,953,088
30 June 2008 Balance 482,881,190 69,599,596

*|ssues other than for cash
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NOTE 23 CONTRIBUTED EQUITY (Continued)

(c) Options

The number of unissued ordinary shares relating to options not exercised at year end:

Over shares in the Parent Entity:

Options exercisable on or before 30 October 2008 at 25 cents**

Non-transferable options exercisable on or before 6 September 2007 at 13 cents
Non-transferable options exercisable on or before 31 December 2007 at 20 cents
Non-transferable options exercisable on or before 12 November 2008 at 20 cents
Non-transferable options exercisable on or before 1 December 2008 at 15 cents
Non-transferable options exercisable on or before 1 November 2009 at 20 cents
Non-transferable options exercisable on or before 14 August 2011 at 45 cents
Non-transferable options exercisable on or before 9 November 2012 at 48 cents
Non-transferable options exercisable on or before 29 November 2010 at 28 cents

No. of Options

2008 2007
88,113,836 79,270,845
- 250,000
- 945,000
4,097,500 4,147,500
300,000 350,000
1,512,500 1,612,500
8,475,000 8,475,000
5,000,000 -
5,200,000 -
112,698,836 95,050,845

**includes options granted under the Rights Issue on 6 and 27 February 2008 less listed options exercised during the year.

(d) Option Issues

Number of Exercise

Date Details Options Price  Expiry Date

29 Nov 2007 Non-transferable employee options 5,200,000 $0.28 29 Nov 2010
6 Feb 2008 Rights Issue — interim allotment 3,544,200 $0.25 30 Oct 2008
25 Feb 2008 Convertible note agreement 5,000,000 $0.48 9 Nov 2012
27 Feb 2008 Rights Issue — final allotment 5,351,741 $0.25 30 Oct 2008

(e) Option Exercise

During the year a total of 510,450 options were exercised.

(f) Option Expiry

937,500 options expired during the financial year.

(g) Option Cancellation

No unlisted options were cancelled during the financial year.

(h) Capital Management

When managing capital, the Company’s objectives are to ensure the entity continues as a going concern and maintains
returns to shareholders and benefits for other stakeholders. The Company also aims to maintain a capital structure that
ensures the lowest cost of capital available to the entity. Management is constantly monitoring and adjusting the capital
structure to take advantage of favourable costs of capital or high returns on assets.
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NOTE 24 RESERVES AND CONSOLIDATED PARENT ENTITY
ACCUMULATED LOSSES 2008 2007 2008 2007
$ $ $ $
(&) Reserves
Available-for-sale investments revaluation reserve 6,394,375 644,078 4,484,606 644,078
Share-based payments reserve 2,271,451 1,769,424 2,271,451 1,769,424
Reserves attributable to associate - 642,626 - -
8,665,826 3,056,128 6,756,057 2,413,502
Movements
Available-for-sale investments revaluation reserve
Balance 1 July 644,078 148,639 644,078 148,639
Revaluation — (note 14) 7,058,043 771,473 5,790,900 771,473
Transfer from reserves attributable to associate 642,626 - - -
Deferred tax on revaluation (1,950,372) (276,034) (1,950,372) (276,034)
Balance 30 June 6,394,375 644,078 4,484,606 644,078
Share-based payments reserve
Balance 1 July 1,769,424 485,029 1,769,424 485,029
Employee Option expense 275,600 1,493,039 169,600 1,493,039
Options issued to employees of subsidiaries - - 106,000 -
Options granted as part of funding costs 257,000 - 257,000 -
Transfer to share capital (options exercised) (30,573) (208,644) (30,573) (208,644)
Balance 30 June 2,271,451 1,769,424 2,271,451 1,769,424
Reserves attributable to associate
Balance 1 July 642,626 552,770 - -
Share of post acquisition reserves - 89,856 - -
Transfer to available-for-sale investments
revaluation reserve (642,626) - - -
Balance 30 June - 642,626 - -
(b) Accumulated losses
Movements in accumulated losses were as follows:
Balance 1 July (34,740,875) (26,713,793) (24,942,685) (21,848,174)
Net Profit / (Loss) for the year (9,802,722) (8,252,380) (17,400,565) (3,094,511)
Correction of prior year error - 225,298 - -
Balance 30 June (44,543,597) (34,740,875) (42,343,250) (24,942,685)

(c) Nature and purpose of reserves
(i) Available-for-sale investments revaluation reserve

Changes in the fair value and exchange differences arising on translation of investments, such as equities, classified as
available-for-sale financial assets, are taken on the available-for-sale investments revaluation reserve, as described in note
1(k)(ii). Amounts are recognised in profit and loss when the associated assets are sold or impaired.

(i) Share-based payments reserve

The share-based payments reserve is used to recognise the fair value of options issued as part of remuneration but not
exercised.

(iii) Reserves attributable to associate

The Reserves attributable to associates records the equity accounted value of the consolidated entity’s share in former
associate New Guinea Gold Corporation reserves.
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NOTE 25 COMMITMENTS CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
(a) Exploration Expenditure Commitments $ $ $ $

In order to maintain rights of tenure to exploration tenements
the Company and the consolidated entity are required to
perform exploration work to meet the minimum expenditure
requirements as specified by various governments.

Outstanding obligations are not provided for in the accounts
and are payable:

Not later than 1 year 828,000 151,000 66,000 -
Later than 1 year but not later than 2 years 178,000 750,000 110,000 -
Later than 2 years but not later than 5 years 2,000 - - -

1,008,000 901,000 176,000 -
(b) Joint Venture Commitments

Future exploration joint venture commitments not provided for
in the financial statements and payable:

Not later than 1 year 67,000 74,000 67,000 74,000
Later than 1 year but not later than 3 years 38,000 20,000 38,000 20,000

105,000 94,000 105,000 94,000
(c) Operating Lease Commitments

Future operating lease rentals not provided for in the financial
statements and payable:

Not later than 1 year 3,246,000 1,123,733 75,000 79,830
Later than 1 year but not later than 2 years 2,040,000 1,064,589 61,000 20,686
Later than 2 years but not later than 5 years 471,000 310,806 63,000 -

5,757,000 2,499,128 199,000 100,516

NOTE 26 EVENTS OCCURRING AFTER BALANCE SHEET DATE
On 23 September 2008 the Company sold 7 million New Guinea Gold Corp. shares raising approximately AUD$1.75 million.
Share Issues:

On 9 July 2008 a total of 3,464,559 shares were issued to YA Global Investments L.P. (trading as Cornell Capital Partners
Offshore, LP), being the second of five tranches, under the terms of the Convertible Note dated 29 October 2007.

On 13 August 2008 a total of 4,962,976 shares were issued to YA Global Investments L.P. (trading as Cornell Capital Partners
Offshore, LP), being the third of five tranches, under the terms of the Convertible Note dated 29 October 2007.

On 19 August 2008 the Company lodged with ASX and ASIC a Prospectus for a 1 for 3 Non-Renounceable Entitlements Issue
at 7 cents per share with one free attaching option for each share purchased (8 cent, 30 September 2011). The Entitlements
Issue closed on 19 September 2008 and 13,356,503 shares and free attaching options (8 cent, expiry 30 September 2011)
were allotted raising a total of $934,955.21. The shares and options will be issued on 29 September 2008.

On 28 August 2008 a total of 13,765 shares were issued pursuant to the exercise of MMNO options (25 cents, expiry
30/10/2008).

On 17 September 2008 a total of 6,403,147 shares were issued to YA Global Investments L.P. (trading as Cornell Capital
Partners Offshore, LP), being the fourth of five tranches, under the terms of the Convertible Note dated 29 October 2007.
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NOTE 27 RELATED PARTY TRANSACTIONS

Wholly-owned group

The wholly-owned group and the consolidated entity consist of Macmin Silver Ltd and its wholly-owned subsidiary, Texas Silver
Mines Pty Ltd. Ownership interest in this subsidiary is set out in Note 36. The ultimate parent entity in the wholly-owned group
and the consolidated entity is Macmin Silver Ltd.

Texas Silver Mines Pty Ltd is incorporated in and operates in Australia.

Transactions between Macmin Silver Ltd and its subsidiary in the wholly-owned group during the year ended 30 June 2008
consisted of loan funds of $13,367,547 advanced by Macmin Silver Ltd (2007: $9,594,657) and a fee of $348,579 for
administrative and accounting costs (2007: $1,005,628).

As at 30 June 2008 the subsidiary owed Macmin Silver Ltd $46,458,335 (2007: $33,090,788), as shown in note 11.

The above transactions were made on normal commercial terms and conditions and at market rates, except that there are no
fixed terms for the repayment of principal on loans advanced by Macmin Silver Ltd and no interest has been charged.

Joint venture with Malachite Resources NL
The Company and Malachite have two common Directors. The Company is in an exploration and evaluation joint venture with
Malachite as detailed in note 18.

Ownership interests in related parties

Interests held in the following classes of related parties are set out in the following notes:
(a) associates — note 35

(b) subsidiary — note 36

Production bonus from associate

The Company is entitled to receive a 1% Net Smelter Royalty (NSR) from its former associate, New Guinea Gold Corporation
(NGG) for any future mine production from certain projects owned by NGG. In addition, if a mine is developed on those NGG
properties and production is achieved in excess of 50,000 ounces of gold or equivalent in any year, the Company is entitled to
receive a once-only issue of 9% of NGG's issued share capital. As at 30 June 2008 the total NSR received from NGG was
$18,784 (2007: Nil).

NOTE 28 KEY MANAGEMENT PERSONNEL CONSOLIDATED PARENT ENTITY
DISCLOSURES 2008 2007 2008 2007
$ $ $ $
(a) Key management personnel compensation
Short-term employee benefits 559,870 594,053 559,870 594,053
Post-employment benefits 387,692 328,146 387,692 328,146
Share-based payments 132,500 245,140 132,500 245,140

1,080,062 1,177,339 1,080,062 1,177,339

(b) Equity Instrument disclosures relating to key management personnel

(i) Options provided as remuneration and shares issued on exercise of such options

Details of options over ordinary shares in the Company provided as remuneration and shares issued on the exercise of such
options, together with terms and conditions of the options, can be found in the remuneration report on pages 10 to 15 and in
note 29 on pages 56 to 62.

(ii) Option holdings

The numbers of options over ordinary shares in the Company held during the financial year by key management personnel of
the consolidated entity, including their personally-related entities, are set out below.

Page 54



MACMIN SILVER LTD & ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 28 KEY MANAGEMENT PERSONNEL DISCLOSURES (Continued)
2008 Balance at Gr_anted Exercised Other Balance at Vested ?‘”d
during the : changes unexercised
the start of during the . the end of the
year as during the at the end of
Name the year . year * year
compensation year the year
Number Number Number Number Number Number
Directors of Macmin Silver Ltd
R.D. McNeil 3,038,380 - - 550,000 3,588,380 3,588,380
D.M. O'Neill 1,520,935 - - (256,684) 1,264,251 1,264,251
P.A. McNeil 615,982 - (257,500) (187,500) 170,982 170,982
G.G. Lowder 20,000 - - - 20,000 20,000
E.G. Newman 806,567 - - (244,985) 561,582 561,582
Other key management personnel of the Group
G.M. Edwards 1,200,000 1,500,000 - - 2,700,000 1,200,000
J.G. Magnussen - 1,000,000 - - 1,000,000 -
2007 Balance at Gr_anted Exercised Other Balance at Vested f'and
during the : changes unexercised
the start of during the ; the end of the
year as during the at the end of
Name the year . year o year
compensation year the year
Number Number Number Number Number Number
Directors of Macmin Silver Ltd
R.D. McNeil 2,721,045 - - 317,335 3,038,380 3,038,380
D.M. O'Neill 1,162,500 - - 358,435 1,520,935 1,520,935
P.A. McNeil 813,482 - (205,000) 7,500 615,982 615,982
G.G. Lowder 600,000 - (600,000) 20,000 20,000 20,000
E.G. Newman 1,005,000 - (300,000) 101,567 806,567 806,567
Other key management personnel of the Group
G.M. Edwards 800,000 400,000 - - 1,200,000 1,200,000
W.J. Guthrie - 1,000,000 - 2,500 1,002,500 1,002,500

** Other changes during the year include other acquisitions for Directors and their related parties.

(iii) Share holdings

The numbers of shares in the Company held during the financial year by key management personnel of the consolidated entity,
including their personally-related entities, are set out below.

2008 Balance at the start Received during t.he Other changes Balance at the end
year on the exercise . -
of the year . during the year of the year
Name of options
Number Number Number Number
Directors of Macmin Silver Ltd
R.D. McNeil 7,061,743 - (50,000) 7,011,743
D.M. O'Neill 5,069,870 - 50,000 5,119,870
P.A. McNeil 370,000 257,500 (312,500) 315,000
G.G. Lowder 321,497 - - 321,497
E.G. Newman 50,142 - 10,029 60,171

Other key management personnel of the Group
G.M. Edwards - - - -

J.G. Magnussen - - - -
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NOTE 28 KEY MANAGEMENT PERSONNEL DISCLOSURES (Continued)
2007 Balance at the start Received during t_he Other changes Balance at the end
year on the exercise . -
of the year . during the year of the year
Name of options
Number Number Number Number
Directors of Macmin Silver Ltd
R.D. McNeil 7,023,508 - 38,235 7,061,743
D.M. O'Neill 4,753,002 - 316,868 5,069,870
P.A. McNeil 225,000 205,000 (60,000) 370,000
G.G. Lowder - 600,000 (278,503) 321,497
E.G. Newman 47,008 300,000 (296,866) 50,142
Other key management personnel of the Group
G.M. Edwards 40,000 - (40,000) -
W.J. Guthrie 10,000 - 5,000 15,000

** Other changes during the year include other acquisitions and disposals for key management personnel and their related
parties.

(©) Loans to Directors and executives

No loans were made to Directors of Macmin Silver Ltd or the specified executives of the consolidated entity, including their
personally-related entities (2007: Nil).

(d) Other transactions with key management personnel

No other transactions occurred between the Company and the Directors of Macmin Silver Ltd or the specified executives except
for the reimbursement at cost of expenditure incurred on behalf of the Company.

NOTE 29 SHARE-BASED PAYMENTS
(@) Macmin Silver Ltd Employee Option Plan

The Directors of the Company may issue options to subscribe for shares in the Company to employees and consultants of the
Company, a company related to the Company ("Related Company") and any joint venture in which the Company or a Related
Company participates. However, no options are to be issued to Directors of the Company pursuant to the Plan. No options were
issued to consultants in 2008 (2007: Nil).

Each option entitles the holder to subscribe for one fully paid ordinary share in the capital of the Company.

The options are exercisable from one year after the date of issue until the expiry date. The options shall expire at 5.00 p.m. eastern
standard time, on the first business day three (3) years after the date of issue of the options or such earlier date as the Directors
determine at the time of issue ("expiry date"). Options may only be exercised in multiples of 5,000, unless exercising all the holder’s
remaining options. Any options not exercised by the expiry date shall lapse.

The exercise price of each option will be 110% of the average of the market closing price for company ordinary shares over the 5
business days prior to the day on which options are issued (rounded up to the nearest full cent) or a greater price determined by
the directors. The amount calculated by that average is to be advised to employees at the time of issue of the options.

Exercise of the options is effected by delivery of a Notice of Exercise to the registered office of the Company together with payment
of the exercise price of the options. Shares will be issued pursuant to the exercise of the options not more than 14 days after
receipt by the Company from the option holder of the Notice and the exercise price in respect of the options.

Options may not be exercised if the effect of such exercise and subsequent allotment of shares would be to create a holding of less
than a marketable parcel of ordinary shares unless the allottee is already a shareholder of the Company at the time of exercise.

Options are not transferable. Application will not be made to Australian Stock Exchange Limited ("ASX") for their Official Quotation.
All shares issued upon exercise of the options and payment of the exercise price will rank pari passu in all respects with the

Company's then existing ordinary fully paid shares. The Company will apply for Official Quotation by ASX Limited of all shares
issued upon exercise of the options.

Page 56



MACMIN SILVER LTD & ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 29 SHARE-BASED PAYMENTS (Continued)

There are no participating rights or entittements inherent in the options and holders will not be entitled to participate in new issues of
capital offered to shareholders during the currency of the options. However, the Company will ensure that for the purposes of
determining entitlements to any such issue, the books closing date will be at least 7 business days after the issue is announced.
This will give optionholders the opportunity to exercise their options prior to the date for determining entitlements to participate in
any such issue.

In the event of any reconstruction, including a consolidation, sub-division, reduction or return of the issued capital of the Company
prior to the expiry date, the number of options to which each holder is entitled or the exercise price of the options or both will be
reconstructed as appropriate in a manner which is in accordance with the Listing Rules then applying and which will not result in
any benefits being conferred on optionholders which are not conferred on shareholders, subject to such provisions with respect to
the rounding of entitlements as may be sanctioned by the meeting of shareholders approving the reconstruction of capital, but in all
other respects the terms of exercise of the options will remain unchanged.

If an optionholder under this Plan ceases to be substantially involved with the company, the Directors, at their discretion may cancel
all or part of the holder's options obtained under this plan after giving the holder 60 days notice of their intention to do so.

Set out below are summaries of options granted under the plan.

Balance at Granted Exercised Expired Balance at Exercisable
Exercise Exercise  start of the during the during the during the end of the at end of
Grant Date Date Price year year year year year the year
Number Number Number Number Number Number
Consolidated and parent entity - 2008
06 Sep 2002 06 Sep 2007 $0.13 250,000 - - (250,000) - -
13 Nov 2003 12 Nov 2008 $0.20 2,560,000 - - - 2,560,000 2,560,000
16 Nov 2004 12 Nov 2008 $0.20 1,587,500 - (50,000) - 1,537,500 1,537,500
03 Aug 2005 01 Dec 2008 $0.15 350,000 - (50,000) - 300,000 300,000
13 Oct 2005 01 Nov 2009 $0.20 1,612,500 - (100,000) - 1,512,500 1,512,500
14 Aug 2006 14 Aug 2011 $0.45 8,475,000 - - - 8,475,000 8,475,000
27 Nov 2007 29 Nov 2010 $0.28 - 5,200,000 - - 5,200,000 -
Total 14,835,000 5,200,000 (200,000) (250,000) 19,585,000 14,385,000
Weighted average exercise price $0.34 $0.28 $0.18 $0.13 $0.19
Exercise Exercise Balance at Gr_anted Exe_rcised Ex_pired Balance at Exercisable
Grant Date Date Price start of the  during the during the during the end of the at end of
year year year year year year
Number Number Number Number Number Number
Consolidated and parent entity - 2007
06 Sep 2002 06 Sep 2007 $0.13 500,000 - (250,000) - 250,000 250,000
13 Nov 2003 12 Nov 2008 $0.20 4,300,000 - (1,350,000) (350,000) 2,600,000 2,600,000
16 Nov 2004 12 Nov 2008 $0.20 2,562,500 - (625,000) (300,000) 1,637,500 1,637,500
03 Aug 2005 01 Dec 2008 $0.15 - 2,000,000 (200,000) (100,000) 1,700,000 1,700,000
13 Oct 2005 01 Nov 2009 $0.20 - 2,500,000 (537,500) - 1,962,500 1,962,500
Total 7,362,500 4,500,000 (2,962,500) (750,000) 8,150,000 8,150,000
Weighted average exercise price $0.20 $0.18 $0.19 $0.19 $0.19

Options granted to employees on 27 November 2007 had not vested at 30 June 2008. All options granted to employees as at
30 June 2007 had vested at that date.
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Options exercised during the financial year and number of shares issued to employees on the exercise of options.

Fair value of shares at 2008 2007
Exercise date issue date Number Number
14 Aug 2006 $0.336 - 300,000
13 Sep 2006 $0.321 - 40,000
14 Sep 2006 $0.331 - 250,000
03 Jan 2007 $0.340 - 500,000
18 Jan 2007 $0.310 - 150,000
01 Mar 2007 $0.300 - 100,000
04 May 2007 $0.335 - 100,000
09 Jul 2007 $0.290 50,000 -
10 Aug 2007 $0.275 150,000 -

200,000 1,440,000

The fair value of shares issued on the exercise of options is the weighted average price at which the Company’s shares were
traded on the Australian Securities Exchange on the day prior to the exercise of the options.

2008 2007
$ $
Aggregate proceeds received from employees on the
exercise of options and recognised as issued capital 37,500 228,000
Fair value of shares issued to employees on the exercise of
options as at their issue date 55,750 476,390

(b) Macmin Silver Ltd Directors’ Options
Terms and Conditions

Each option entitles the holder to subscribe for one fully paid ordinary share in the capital of the Company.

The options are exercisable on or before 5.00pm eastern standard time, 31 December 2007 (“expiry date”). Options may only
be exercised in multiples of 50,000. Any options not exercised by the expiry date shall lapse.

The exercise price of each option will be 20 cents.

Exercise of the options is effected by delivery of a Notice of Exercise to the registered office of the Company together with
payment of the exercise price of the options. Shares will be issued pursuant to the exercise of the options not more than 14
days after receipt by the Company from the optionholder of the Notice and the exercise price in respect of the options.

Options may not be exercised if the effect of such exercise and subsequent allotment of shares would be to create a holding of
less than a marketable parcel of ordinary shares unless the allottee is already a shareholder of the Company at the time of
exercise.

Options are not transferable. Application will not be made to Australian Securities Exchange Limited (“ASX”) for their Official
Quotation.

All shares issued upon exercise of the options and payment of the exercise price will rank pari passu in all respects with the
Company'’s then existing ordinary fully paid shares. The Company will apply for Official Quotation by ASX Limited of all shares
issued upon exercise of the options.

There are no participating rights or entittements inherent in the options and holders will not be entitled to participate in new
issues of capital offered to shareholders during the currency of the options. However, the Company will ensure that for the
purposes of determining entitlements to any such issue, the books closing date will be at least 7 business days after the issue is
announced. This will give optionholders the opportunity to exercise their options prior to the date for determining entitlements to
participate in any such issue.
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In the event of any reconstruction, including a consolidation, sub-division, reduction or return of the issued capital of the
Company prior to the expiry date, the number of options to which each holder is entitled or the exercise price of the options or
both will be reconstructed as appropriate in @ manner which is in accordance with the Listing Rules and will not result in any
benefits being conferred on optionholders which are not conferred on shareholders, subject to such provisions with respect to
the rounding of entitlements as may be sanctioned by the meeting of shareholders approving the reconstruction of capital, but in

all other respects the terms of exercise of the options will remain unchanged.

If a Director issued options under these Terms and Conditions ceases to be substantially involved with the Company the
Directors at their discretion may cancel all or part of the holder’s options obtained under this plan after giving the holder 60 days

notice of their intention to do so.
The options can be issued to a Director or his nominee.
Set out below are summaries of options granted to directors.

Macmin Silver Ltd Directors’ Options

Exercise Exercise Balance at Granted Exercised Expired Balance at Exercisable
Grant Date . start of during the  duringthe  during the end of the at end of
Date Price
the year year year year year the year
Number Number Number Number Number Number
Consolidated and parent entity - 2008
11 Nov 2005 31 Dec 2007 $0.20 945,000 - (257,500) (687,500) - -
Total 945,000 - (257,500) (687,500) - -
Consolidated and parent entity — 2007
11 Nov 2005 31 Dec 2007 $0.20 2,650,000 - *(1,705,000) 945,000 945,000
Total 2,650,000 - (1,705,000) 945,000 945,000

*Included 600,000 Directors’ options exercised by a former Director.

Options granted to Directors as at 30 June 2007 were vested at that date. The Options expired on 31 December 2007.

Options exercised during the financial year and number of shares issued to Directors on the exercise of options.

Fair value of shares at 2008 2007

Exercise date issue date Number Number
13 Sep 2006 $0.321 - 600,000
13 Dec 2006* $0.200 - 210,000
05 Feb 2007 $0.200 - 75,000
01 Mar 2007* $0.300 - 100,000
13 Apr 2007* $0.325 - 95,000
19 Apr 2007 $0.370 - 130,000
04 May 2007 $0.335 - 300,000
04 May 2007* $0.335 - 100,000
29 May 2007* $0.310 - 95,000
10 Aug 2007 $0.275 182,500 -
08 Nov 2007 $0.300 75,000 -
257,500 1,705,000

*former director

The fair value of shares issued on the exercise of options is the weighted average price at which the Company’s shares

were traded on the Australian Securities Exchange on the day prior to the exercise of the options.

2008 2007
$ $
Aggregate proceeds received from directors on the exercise
of options and recognised as issued capital 51,500 341,000
Fair value of shares issued to directors on the exercise of
options as at their issue date 72,688 566,050
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() Macmin Silver Ltd - Cornell Options (Warrants)
Terms and Conditions

Macmin Silver Ltd (“the Company”) grants Cornell Capital Partners Offshore, L.P. (“the Investor”) the Warrants to take up
Warrant Shares subject to the provisions of this clause.

The Company must keep a record of the Investor’'s right to Warrant Shares pursuant to this clause and amend its records
promptly:

(1) upon notice by the Investor of any change in its name or address or other relevant information, to record that new
information; and

(i) to update its records following the exercise or lapse of its right to Warrant Shares.

The Investor may at any time subsequent to the Funding Date (Tranche 1) but prior to the Warrant Expiry Date exercise the
Warrants in relation to any Unissued Shares by delivery to the Company of an Exercise Notice specifying:

@) the number of Warrants which are being exercised; and

(i) the proposed date for Completion of the issue of the Warrant Shares comprised in the Exercise Notice by the Company
to the Investor (which is expected to be on the 5th Trading Day immediately following the date of the Exercise Notice).

A partial exercise of the Warrants by the Investor does not prevent the Investor from subsequently exercising any unexercised
Warrants.

The price for each Warrant Share will be the Warrant Exercise Price. “Warrant Exercise Price” means A$0.48, per Warrant
Share, save that if at any time while there are any Unissued Shares the Company issues Shares to any third party (i.e. other
than the Investor or any person related to the Investor) at less than the then-current Warrant Exercise Price (other than an issue
of Shares to employees under an employee share plan or an issue of Shares to a third party under a warrant or an option that
exists as at the Funding Date (Tranche 1) or an issue of Shares that is an Excluded Issue), the Warrant Exercise Price will be
reduced to the same price per Share at which the Company issued the Shares to the third party. “Excluded Issue” means an
issue of Shares where, the number of Shares to be issued when added to the aggregate number of Shares issued by the
Company subsequent to the date of this Agreement, is less than 5% of the number of Shares on issue as at the date of this
Agreement;

The Company may satisfy its obligations in relation to an Exercise Notice by either (at its option):

(i) issuing Shares for the Exercise Notice to the Investor, in which case:

A the Company must Deliver and Complete the issue of Shares to the Investor on the proposed date for Completion
specified in the Exercise Notice; and

A" upon Delivery of the Shares, the Investor must deliver the Subscription Amount to the Company in cleared funds,
provided that where the Company is in default under this Agreement, the Investor may at its option satisfy the
obligation to pay the Subscription Amount to the Company in cleared funds by instead reducing the Outstanding
Moneys by the Subscription Amount; and

(i)  both:

A notifying the Investor on the Trading Day immediately following the date of the Exercise Notice that it intends to
satisfy its obligations in relation to an Exercise Notice in cash; and

A paying the Investor in cash on or before the proposed date for Completion specified in the Exercise Notice an amount
determined by multiplying the number of Shares by (the VWAP of the Shares on the Trading Day prior to the
proposed date for Completion specified in the Exercise Notice less the Warrant Exercise Price), in US$ (based on the
then-current Exchange Rate), in which case the Investor need not pay the Company the Warrant Exercise Price for
each Warrant Share the subject of the Exercise Notice.
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In respect of any proposal for new rights to be issued by the Company to existing shareholders in relation to the same class of
shares as any Unissued Shares:

(i)

(ii)

(iii)

(iv)

v)

(vi)

The Company must provide to the Investor full details of any proposed new rights issue at the same time as the
Company notifies existing shareholders of the new rights proposal.

New rights to be issued to existing shareholders attach upon issue to Unissued Shares in compliance with this provision,
except where the Investor notifies the Company that the Investor declines to accept the new rights within 14 days
following receipt of actual notice of the proposal by the Investor from the Company.

New rights attach upon issue to Unissued Shares in the same proportion and to the same extent, and calculated at the
same date, as for shares held by existing shareholders as if the Unissued Shares had been issued to, and registered in
the register of members in the name of, the Investor by the Company at that date.

The Company must issue new rights attaching to the Unissued Shares to the Investor upon Completion in relation to
those Unissued Shares.

The Company must in relation to any proposed new rights by way of issue of bonus shares for no additional
consideration, whether by way of capitalisation of reserves or undistributed profits or otherwise:

A include Unissued Shares in any calculation of the rights of existing shareholders to participate in that issue; and

A credit any necessary reserve account with an amount sufficient to cover the issue of bonus shares in relation to
Unissued Shares.

The Subscription Amount payable by the Investor to the Company for any Unissued Shares, upon Completion in relation
to those Unissued Shares, must be increased to include the full amount payable by any existing shareholder at that time
for any new rights by way of a rights issue for cash or other consideration in relation to the new rights equivalent to those
attaching to the Unissued Shares.

In respect of any Unissued Shares existing at the effective date of a Share Reorganisation:

()

(ii)

(d)

the number of Unissued Shares must, as applicable, be increased or reduced to the number of replacement shares
created by the Share Reorganisation.

appropriate adjustment to reflect the replacement number of Unissued Shares following conversion must be made, as
applicable, by way of increase or reduction in:

A the Warrant Exercise Price; and

A the number of Unissued Shares comprised in any partial exercise of the Warrants.

Expenses arising from share-based payment transactions

Total expenses arising from share-based payment transactions recognised during the period as part of employee benefit
expense or capitalised as development expenditure, were as follows:

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
Options issued under employee option plan 275,600 1,493,039 169,600 1,493,039
Options issued as part of Convertible Loan Note issue 257,000 - 257,000 -
532,600 1,493,039 426,600 1,493,039

Fair values at grant date are determined using a Black-Scholes option pricing model that takes into account the exercise price,
the term of the option, the impact of dilution, the non-tradable nature of the option, the share price at grant date and expected
price volatility of the underlying share, the expected dividend yield and the risk-free interest rate for the term of the option.

The model inputs for options granted during the year ended 30 June 2008 included:

(@)
(b)
(©

options are granted for no consideration
exercise price: $0.28 (2007: $0.45)
grant date: 27 November 2007 (2007: 14 August 2006)
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(d) expiry date: 29 November 2011 (2007: 14 August 2011)

(e) share price at grant date: $0.24 (2007: $0.32)

() expected price volatility of the Company’s shares: 62% (2007: 95%)*

(9) expected dividend yield: 0% (2007: 0%)
(h) risk-free interest rate: 6.68% (2007: 5.97%)

*The assumption has been made that historical volatility of the underlying share price is the best indicator of future volatility but

this may not necessarily be the outcome.

NOTE 30 SEGMENT INFORMATION Geographical Segments
. . . Australia Canada Papua New Consolidated
Primary reporting — geographical segments, based .
; $ $ Guinea $
on location of assets. $
. 2008 2,980,930 - - 2,980,930
Operating revenue
2007 1,274,298 - - 1,274,298
Segment results 2008 (9,741,240) - (61,482) (9,802,722)
2007 (7,874,559) - (377,821) (8,252,380)
2008 | 40,852,821 8,444,425 - 49,297,246
Segment assets
2007 | 40,052,759 - 357,362 40,410,121
o 2008 15,575,421 - - 15,575,421
Segment liabilities
2007 6,448,361 - - 6,448,361
L 2008 911,346 - - 911,346
Segment depreciation
2007 790,610 - - 790,610
Segment write down of exploration 2008 1,020,224 - - 1,020,224
assets 2007 2,745,231 - - 2,745,231
. . . 2008 - - - -
Segment investment in associates
2007 - - 357,362 357,362
Segment equity accounting proceeds 2008 - - (61,482) (61,482)
(share of net loss of associate) 2007 - - (377,821) (377,821)

The consolidated entity operates predominantly in the mining industry. This comprises exploration, evaluation and development
of gold, silver and base metals projects. Inter-segment transactions are priced at cost to the consolidated entity.

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $

NOTE 31 AUDITORS’ REMUNERATION

During the year the following fees were paid or payable for
services provided by the auditor of the parent entity, its
related practices and non-related audit firms.

Assurance services

1. Audit Services
BDO Kendalls Australian firm:
PricewaterhouseCoopers Australian firm:

33,119 -
1,093 51,714
34,212 51,714

33,119 -
1,093 51,714
34,212 51,714

Total remuneration for audit services

2. Other Assurance Services
BDO Kendalls Australian firm: - - - -
PricewaterhouseCoopers Australian firm: - - - -
Total remuneration for other assurance services - - - -
Total remuneration for assurance services 34,212 34,212

Taxation Services
BDO Kendalls Australian firm:
PricewaterhouseCoopers Australian firm: -
Total remuneration for taxation services 29,847

29,847 - 29,847 -
7,167 -
29,847
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NOTE 32 EARNINGS PER SHARE 2008 2007
$ $

Basic and diluted earnings (losses) per share (cents per

share) (2.10c) (1.85¢)

The loss used in calculating basic earnings per share is

the net loss for the year. 9,802,722 8,252,380

Weighted average number of shares used in the

calculation of the basic EPS 468,974,401 446,501,093

The number of potential ordinary shares relating to options

not exercised at year end. These potential ordinary shares

are not dilutive, as conversion would decrease the loss per

share. 112,698,836 95,050,845

NOTE 33 CONTINGENCIES

Contingent Liabilities

Termination benefits are payable in certain circumstances under the employment agreements with some key management
personnel. Under these agreements, a sum equal to six months salary is payable at the date of such termination.

NOTE 34 RECONCILIATION OF LOSS AFTER

INCOME TAX TO NET CASH INFLOW FROM

OPERATING ACTIVITIES

(a) Reconciliation of the operating loss after income tax to the
net cash flow from operations:

Operating loss after income tax

Adjustment for non cash items:

- Less exploration costs written off (relates to investing activities)

- Inter-company administration fee

- Provision for mine rehabilitation costs written off

- Loss/(gain) on disposal of fixed assets

- Depreciation and amortisation expense

- Loss/(gain) on disposal of investments (relates to investing
activities)

- Non-cash benefits expense — share based payments

- Unearned income

- Loss attributable to equity accounting of investment

- Net foreign exchange differences

- Provision for impairment of subsidiary loan

Change in operating assets and liabilities:

- Work in progress and Inventories

- Accounts payable and provisions

- Amounts receivable

- Prepayments

- Deferred taxes

Net Cash inflow / (outflow) from operating activities
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CONSOLIDATED PARENT ENTITY

2008 2007 2008 2007

$ $ $ $
(9,802,722) (8,252,380) (17,400,565) (3,094,511)

1,020,224 2,742,595 732,697 2,402,719
- - (348,579) (1,005,628)

699,441 - - -
11,088 (2,808) 11,088 (2,808)

2,446,891 759,202 133,540 105,540

(57,906) - (57,906) -

532,600 1,493,039 426,600 1,493,039

- 48,499 - 48,499

61,482 377,821 - -

(493,890) - (493,890) -

- - 18,000,000 -
(3,927,769) (2,556,782) - -
800,975 820,130 16,499 740,714
(162,390) (133,076) (92,213) (131,896)
(294,660) 66,213 (294,660) 66,213
(1,950,372) (276,034) (1,950,372) (276,034)

(11,117,008) (4,913,581) (1,317,761) 345,847




MACMIN SILVER LTD & ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 34 RECONCILIATION OF LOSS AFTER
INCOME TAX TO NET CASH INFLOW FROM
OPERATING ACTIVITIES (Continued)

(b) Reconciliation of the exploration and evaluation
expenditure:

Movement in Balance Sheet for the year

- Exploration and development

Adjustment for Non Cash items:

- Life of Mine costs amortised

- Write down of capitalised exploration costs

- Depreciation capitalised

- Shares issued to acquire tenement interests

Change in assets and liabilities:

- Accounts receivable and provisions

- Accounts payable and provisions

Net exploration and evaluation expenditure cashflow

NOTE 35 INVESTMENT IN ASSOCIATE

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007

$ $ $ $
(999,316) 5,417,081 - -
1,477,825 - - -
1,020,224 2,742,595 732,697 2,402,719
(38,137) (31,408) - -

- (300,000) - (300,000)

(57,600) (3,626,798) - -
468,856 126,748 (35,905) (40,461)
1,871,852 4,328,218 696,792 2,062,258

Investments in associates are accounted for in the consolidated financial statements using the equity method of
accounting and are carried at cost by the parent entity (refer note 13). Information relating to the former associate is set

out below.
Principal Ownership Consolidated Parent Entity
activity Interest Carrying Amount Carrying Amount

2008 2007 2008 2007 2008 2007

Traded % % $ $ $ $
Mining
I\_lew Guinea Qold Corporation operations and 11 15 ) 357,362 - 1,563,023
(incorporated in Canada) mineral
exploration

Movements in Carrying Amounts of Investments in Associates
Carrying amount at the beginning of the financial year 357,362 645,327
Purchase of additional shares - -
Share of operating profits/(losses) after income tax (61,482) (377,821)
Share of post-acquisition reserves - 89,856
Transfer to Available for sale financial assets (295,880) -
Dividends received/receivable - -
Carrying amount at the end of the financial year - 357,362
Results Attributable to Associates
Operating profits/(losses) before income tax (61,482) (377,821)
Income tax expense - -
Operating profits/(losses) after income tax (61,482) (377,821)
Accumulated losses attributable to associates at the beginning of
the financial year (1,245,169) (867,348)
Accumulated losses attributable to associates at the end of the
financial year (1,306,651) (1,245,169)
Reserves Attributable to Associates
Other reserve
Balance at beginning of the financial year 642,626 552,770
Share of post-acquisition reserves - 89,856
Transfer to Available-for-sale investments revaluation reserve (642,626) -
Balance at the end of the financial year - 642,626
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NOTE 36 SUBSIDIARIES

The consolidated financial statements incorporate the assets, liabilities and results of the following subsidiary in accordance
with the accounting policy described in note 1(b):

Country of Class of Equity Holding

Name of Entity Incorporation Shares 2008 2007
% %

Texas Silver Mines Pty Ltd Australia Ordinary 100 100

NOTE 37 NON-CASH FINANCING AND INVESTING ACTIVITIES

Convertible Note repayment by issue of 2,647,375 shares to the value of $321,251 as shown in note 23 (2007: Acquisition of
Tally Ho exploration tenements by issue of 937,500 shares to the value of $300,000).
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DIRECTORS’ DECLARATION

In the Directors’ opinion:

(@) the financial statements and notes set out on pages 23 to 65 are in accordance with the Corporations Act 2001,
including:

0] complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional
reporting requirements; and

(i) giving a true and fair view of the company’s and consolidated entity’s financial position as at 30 June 2008 and of
its performance, as represented by the results of their operations, changes in equity and their cash flows, for the
financial period ended on that date; and

(b) there are reasonable grounds to believe that the company will be able to pay its debts as and when they become due
and payable; and

(c) the audited remuneration disclosures set out on pages 10 to 15 of the directors’ report comply with Accounting Standards
AASB 124 Related Party Disclosures and the Corporations Regulations 2001.

The Directors have been given the declarations by the Chief Executive Officer and Chief Financial Officer required by section
295A of the Corporations Act 2001.

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

Rl

R.D. McNeil
Chairman & CEO

Bundall, Queensland
26 September 2008
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INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF MACMIN SILVER LTD

BDO Kendalls (QLD)

BDO Kendalls .
Level 18, 300 Queen St
Brisbane QLD 4000

GPO Box 457 Brisbane QLD 4001
Phone 61 7 3237 5999

Fax 61 7 3221 9227
info.brisbane@bdo.com.au

WWWwW bdt).{?om.au

ABN 70 202 702 402

Report on the Financial Report

We have audited the accompanying financial report of Macmin Silver Limited, which comprises the balance sheet as at 30 June
2008, and the income statement, statement of changes in equity and cash flow statement for the year ended on that date, a
summary of significant accounting policies, other explanatory notes and the directors’ declaration of the consolidated entity
comprising the company and the entities it controlled at the period’s end or from time to time during the year.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the financial report in accordance with
Australian Accounting Standards (including the Australian Accounting Interpretations) and the Corporations Act 2001. This
responsibility includes establishing and maintaining internal controls relevant to the preparation and fair presentation of the
financial report that is free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances. In Note 1(a), the directors also
state, in accordance with Accounting Standard AASB 101 Presentation of Financial Statements, that compliance with the
Australian equivalents to International Financial Reporting Standards ensures that the financial report, comprising the financial
statements and notes, complies with International Financial Reporting Standards.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in accordance with
Australian Auditing Standards. These Auditing Standards require that we comply with relevant ethical requirements relating to
audit engagements and plan and perform the audit to obtain reasonable assurance whether the financial report is free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial report. The
procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the
financial report, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant
to the entity’s preparation and fair presentation of the financial report in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made
by the directors, as well as evaluating the overall presentation of the financial report.

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

In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001. We confirm that
the independence declaration required by the Corporations Act 2001 would be in the same terms if it had been given to the
directors at the time that this auditor’s report was made.

Auditor’s Opinion

In our opinion:

(a) the financial report of Macmin Silver Limited is in accordance with the Corporations Act 2001, including:

() giving a true and fair view of the company’s and consolidated entity’s financial position as at 30 June 2008 and of
their performance for the year ended on that date; and

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

(b) the financial report also complies with International Financial Reporting Standards as disclosed in Note 1(a)
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INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF MACMIN SILVER LTD

Emphasis of Matter — Going Concern

Without qualification to the opinion expressed above attention is drawn to the matters detailed in Note 3(b)(vi). As stated in the
Note, the financial report records that the Group has incurred losses of $9,802,722 for the year ended 30 June 2008 (2007:
$8,252,380). The generation of profits in the future and positive cash flows from operations is dependent upon the assumption
that production levels can be increased to relevant targets in the coming months. To achieve this the directors are of the view
that the issues associated with the ramp up of production will be successfully overcome. Until profitable operations are
achieved the Group is reliant on capital raising and potentially the sale of equity investments.

No adjustments have been made to the carrying amount of assets or the recorded amount of liabilities should the directors’
plans not successfully eventuate.

Report on the Remuneration Report

We have audited the Remuneration Report included on pages 10 to 15 of the directors’ report for the year ended 30 June 2008.
The directors of the company are responsible for the preparation and presentation of the Remuneration Report in accordance
with section 300A of the Corporations Act 2001. Our responsibility is to express an opinion on the Remuneration Report, based
on our audit conducted in accordance with Australian Auditing Standards.

Auditor’s Opinion

In our opinion, the Remuneration Report of Macmin Silver Limited for the year ended 30 June 2008, complies with section 300A
of the Corporations Act 2001.

BDO Kendalls (QLD)

BDo KW
780 —

CJ Skelton
Partner

Brisbane
Dated 26 September 2008
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MINERAL RESOURCES STATEMENT

Mineral Resources are as follows:
1. TWIN HILLS PROJECTS

Twin Hills Resources are shown below:

Measured Indicated Inferred
Resource Cut off Tonnes Silver Gold Tonnes Silver Gold Tonnes Silver Gold
Type Grade (g/t) | (million) (a/t) (a/t) (million) gt gt (million) gt gt
Heap
Leach 60 1.3 119 0.19 1.49 95 0.17 1.26 98 0.17
Dump
Leach 20 1.6 35 0.07 7.12 34 0.07 5.69 35 0.07

Dump Leach Resource represents mineralisation that grades between 20 and 60g/t silver. It was intended that this
mineralisation would be stockpiled and leached subsequent to the completion of heap leaching. As mining progresses it is
possible that some of the dump leach material may be upgraded to heap leach and/or that the very low grade material will go to
waste (dependent on experience in mining, processing recoveries and costs).

As at 30" June 2008 433,963 tonnes at approximately 94g/t silver had been mined from the Measured and Indicated Resource
(not individually quantified and at a cut-off grade of 40g/t silver.) All Resource mined to date is either under irrigation on heap
leach pads or is stockpiled ready for crushing.

2. MT GUNYAN PROJECT

The Mt Gunyan Project has been subjected to sustained drill testing over the past 12 months and the Mineral Resource will be
re-evaluated in the near future. It is not appropriate to re-iterate here past Resource estimates for Mt Gunyan.

3. SILVER SPUR PROJECT

Silver Spur has an Inferred Mineral Resource of 808,000t at 70g/t silver, 3.56% zinc, 1.25% lead, 0.17% copper and 0.9g/t gold.

4. SILVER SPUR SLAG DUMP

The Slag Dump at Silver Spur from past mining contains an Inferred Mineral Resource of 90,000t at 158g/t silver, 3.17% lead,
15.8% zinc and 0.35% copper.

5. TALLY HO PROJECT

The Tally Ho Project has an Inferred Mineral Resource of 733,000t at 49g/t silver, 0.06g/t gold, 0.1% copper, 0.9% lead and
0.83% zinc.

The information in this report that relates to Exploration Results and Mineral Resources is based on information compiled by Denis O’Neill, who
is @ Member of the Australasian Institute of Mining and Metallurgy. Denis O’Neill is employed by Macmin Silver Ltd.

Denis O'Neill has sufficient experience which is relevant to the style of mineralisation and type of deposit under consideration and to the activity
which he is undertaking to qualify as a Competent Person as defined in the 2004 Edition of the ‘Australasian Code for Reporting of Exploration
Results, Mineral Resources and Ore Reserves'. Denis O’'Neill consents to the inclusion in the report of the matters based on his information in
the form and context in which it appears.
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SCHEDULE OF TENEMENTS

PROJECT OWNERSHIP

EPM 8854 Texas (47 kmz) Texas Silver Mines Pty Ltd 100%
EPM 11455 Dumaresq (95 km2) Texas Silver Mines Pty Ltd 100%
EPM 12858 Oakey Creek (117 kmz) Texas Silver Mines Pty Ltd 100%
EPM 14092 Waverley Lane (6 km?) Texas Silver Mines Pty Ltd 100%
ML 50161 Twin Hills Mine Lease (399.7 ha) Texas Silver Mines Pty Ltd 100%
ML 5932 Silver Spur (18 ha) Texas Silver Mines Pty Ltd 100%
EL 6032 Boonoo Boonoo (22.5 km?) Macmin Silver Ltd 75%

Malachite Resources Ltd 25%

EL 5714 Rivertree (57 km?) Macmin Silver Ltd 75%
Malachite Resources Ltd 25%

EPM 15168 Connors Range (76 km?) Macmin Silver Ltd 100%
MDL 272 Granite (53 ha) Macmin Silver Ltd 100%
ML 4727 Tally 1 (1.7 ha) Macmin Silver Ltd 100%
ML 4770 Tally 2 (5.6 ha) Macmin Silver Ltd 100%
EPM 15775 Denison Creek (73 km?) Macmin Silver Ltd 100%
EPM 15854 Mt Scott (274 km?) Macmin Silver Ltd 100%
EPMA 16536 Notlaw (310 km?) Macmin Silver Ltd 80%

Clayton Walton 20%

EPMA 16905 Exmoor (369 km?) Macmin Silver Ltd 100%

e Texas Silver Mines Pty Ltd is a 100% owned subsidiary of Macmin Silver Ltd
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SHAREHOLDER INFORMATION

Information required by Australian Securities Exchange Limited and not shown elsewhere in this report is as follows:-

STATEMENT OF QUOTED SECURITIES AS AT 18 SEPTEMBER 2008

a) Distribution of Shareholders

Size of Holding Number of Shareholders Number of Optionholders
1-1,000 105 317
1,001 - 5,000 462 535
5,001 - 10,000 541 205
10,001 - 100,000 1,881 403
100,001 and over 507 130
3,496 1,590
b)  Number of holders of less than marketable parcels 835 1,553
c) Percentage holding of 20 largest holders 57.75 47.22

d) There are no substantial shareholders listed in the Company’s register as at 18 September 2008.
e) Twenty largest shareholders/optionholders (as at 18 September 2008).

Shareholder Optionholder (expiry date 30 October 2008)
% of % of
Total Total
Name Quantity Holding Name Quantity  Holding

ANZ Nominees Ltd

ANZ Nominees Ltd <Cash Income A/C> 220,748,602 44.35 13,812,215 15.68
<Cash Income A/C>
HSBC Custody Nominees (Australia) Ltd 11,570,604 2.33 Mr Colin Glanville Young 3,069,566 3.48
Citicorp Nominees Pty Ltd 7,780,963 1.56 Mr lan Priestley 2,886,863 3.28
National Nominees Limited 5,346,922 1.07 Forty Traders Limited 2,400,000 2.72
Junde Pty Ltd Wesley Jay Trevor & Suzanne Lynette
<O'Neill Hall Super Fund A/C> 4,319,334 0.87 Trevor <Chickenfeed S/F A/C> 2,100,000 2.38
Wesley Jay Trevor
Bynoe Harbour Pearl Co Pty Ltd 4,177,333 0.84 <Slartybardfaste A/C> 2,000,000 2.27
Mr Robert Cameron Galbraith 4,050,278 0.81 Mr Keith Leonard Amott & 1,800,000 2.04
Mrs Yvonne Jayne Arnott
McNeil Associates Pty Ltd <Super Fund> 4,017,356 0.81 Mrs Patricia Anne Price 1,571,667 1.78
. McNeil Associates Pty Ltd
Miroma Investment Inc 2,865,308 0.58 <Mc Neil Super Fund A/C> 1,558,774 1.77
Mr Ramon John Andrew Poli &
Mrs Terese Joy Poli <Ramon Poli A/C> 2,562,071 0.52 Mr Paul Edward Mathews 1,500,000 1.70
- Mr Mark Clinton Thorby &
Mr Roger Hall <Roger Hall Drilling S/F> 2,419,076 0.49 Mrs Michelle Anne Thorby 1,102,000 1.25
Mrs Karen Jayne Disney 2,245,100 0.45 Mr Craig Lewis Foreman 1,100,000 1.25
L Kockums Bulk Systems Pty Ltd
Forty Traders Limited 2,200,000 0.44 <Kockums Bulk System S/F A/C> 1,000,000 1.14
Mr Graham John Baker 2,150,000 0.43 Jadybi Pty Ltd 943,567 1.07
Mrs Patricia Anne Price 2,058,333 0.41 HSBC Custody Nominees (Aust) Ltd 872,113 0.99
) Macallan Holdings Pty Ltd
Mr Eric Dare 2,000,000 0.40 <The Growth No 1 A/C> 850,000 0.97
. . David E Perks & Assocs Pty Ltd
Mr Colin Glanville Young 1,845,134 0.37 <Super Fund A/C> 800,000 0.91
Errol Cotton-Stapleton & Aubrey Cotton- Mr Ronald James Wood & Ms Rita Yip
Stapleton <Red Diamond S/F A/C> 1,800,000 0.36 <Stargate Super Fund A/C> 799,844 0.91
JP Morgan Nominees Australia Limited 1,728,414 0.35 Miroma Investment Inc 745,477 0.85
Peter Ross Coventry & Petra Christine
Mrs Delmae Pearl Materne 1,546,450 0.31 Weiss <Collateral Super Fund A/C> 685,000 0.78
TOTAL 287,431,278 57.75 TOTAL 41,597,086 47.22

f)  Voting Rights

Registered holders of ordinary shares in the capital of the Company may attend and vote at general meetings of the
Company in person or by proxy and may exercise one vote for each share held. Every person present at a general meeting

as an ordinary shareholder shall have one vote on a show of hands.

STATEMENT OF UNQUOTED SECURITIES (OPTIONS) AS AT 18 SEPTEMBER 2008
There are on issue the following unquoted securities:-

Exercisable at 48 cents per share on or before 09 November 2012
Non transferable options issued under the Macmin Employee Incentive Option Plan:
Exercisable at 20 cents per share on or before 12 November 2008
Exercisable at 15 cents per share on or before 01 December 2008
Exercisable at 20 cents per share on or before 01 November 2009
Exercisable at 28 cents per share on or before 29 November 2010
Exercisable at 45 cents per share on or before 14 August 2011
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