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Final announcement for the year to 31 March 2014

Financial result

The results for the year to 31 March 2014 show an audited loss from operations of $1.42 million.
The company has experienced another year of significant progress, with 2014 shaping up to be
transformational for the company.

Operating Highlights

Over the past 12 months CRP has achieved several significant milestones, and we are confident
that these successes will continue. As this annual report was being prepared we submitted our
marine environmental consent application to the Environmental Protection Authority. This is the
culmination of four years’ work and it’s where the bulk of the SNZ27 million we have raised has
been spent.

At this stage in our development it’s worth revisiting the fundamentals of this ambitious plan to dig
up phosphate from the seabed more than 250 km from the nearest point of land. We’ve always
believed the critical factors for this project are:

Can the resource be defined?
Can it be mined?

Can the product be sold?

Can the project be permitted?
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Can the resource be defined? — Since its discovery, scientists have tried to quantify the distribution
and concentration of the phosphorite deposit. A key achievement this past year was an
independent estimate of the rock phosphate resource using modern techniques developed to
evaluate onshore mineral deposits. Completed by RSC Consulting, the study concluded:

e Inferred resources of 80 million m? of phosphorite at an average grade of 290 kg/m?, an
estimated 23.4 Mt of phosphorite

e Average thickness of the mineral resource is 20 cm at the surface of the sea floor

e Additional exploration potential is in the order of 40 million m*, with an estimate of 8 to 12
Mt of contained phosphorite at grades between 200 and 300 kg/m3

e The inferred resources are similar to earlier historical estimates undertaken on the
Chatham Rise.



The exploration target of 8—12 million tonnes, currently excluded from the 23.4 million tonnes but
within the mining permit area, will be tested by further sampling and, if confirmed, may add to the
total inferred resource. This means that the existing data indicate sufficient resources are likely to
be present to support at least 15 years mining at the proposed extraction rate of 1.5 Mt per year,
and there may be another 5-8 years of resources in the less well-sampled areas within our mining
permit.

There is additional exploration potential in the areas under application to the east (PPA 55967) and
to the west (PPA 55971) of the existing permit areas. CRP applied for prospecting rights over these
areas late last year when they were relinquished by Kiwi Phosphate. We believe parts of those
areas have good potential and we plan to undertake additional exploration and build them into our
longer term development aspirations.

Should we identify further commercial-level quantities of resource in the other areas (marked in
yellow in the map below) then, providing the required licences and permits were granted, mining
operations would continue at the annual rate of 1.5 million tonnes for a longer period of time.

Can it be mined? - Royal Boskalis Westminster of the Netherlands, our dredging technology
partner, continues to progress development of the mining system and plan. Early in our discussions
the company developed a mining system concept, based on well-proven technologies and adapted
for the deeper waters in which our resource lies. Boskalis continues to refine that system as vessel
options change and our knowledge of the project matures, but little has changed in general terms.
A core team, including key Boskalis personnel, meets fortnightly by telephone and Boskalis is
actively supporting the environmental consent application.

Can the product be sold? - We continually receive enquiries from international phosphate
companies, and Najib Moutia, our head of sales and strategy, represents us in a range of forums —
both in direct contact with customers and at conferences. Given the particular attractions of our
product, our regional location and the medium term political uncertainties regarding international
supply, we are in no doubt Chatham rock phosphate will be in high demand.

Can it be permitted? — Gaining a mining permit and an environmental consent has been our
primary focus for the past 18 months and we are confident we will be successful. We have
undertaken the scientific rigour and listened carefully to stakeholders and believe we have
sufficient knowledge of the likely environmental impacts of our project to address concerns and
answer questions raised during the consent process.

The Consenting Process

We submitted a draft environmental marine consent application in mid-2013 but decided to
withdraw it because of lengthy delays in the consideration of our mining permit. We did not have
the resources to undertake both mining and environmental consenting processes simultaneously.



Granting of the mining permit took 14 months because we chose to wait for the new minerals
permitting law to come into force, and then it took some time for the team at New Zealand
Petroleum and Minerals to adjust to the new consenting regime.

We received the mining permit in December 2013. Since then it has been full speed ahead to
complete the environmental application, and a new draft of the Environmental Impact Assessment
(EIA) was submitted to the Environmental Protections Agency (EPA) on 31 March 2014 for pre-
submission consideration of our marine consent application. The delay in the process added to
costs and time frames, but it allowed us to act on feedback from the previous version and the
revised application addresses all of the concerns raised by stakeholders.

During the second half of 2013 we undertook considerable additional scientific research and
stakeholder consultation. Consultation often led to additional scientific research. For example,
when the fishing industry switched from being quiet supporters to vocal opponents of the project,
the research deepened our understanding of potential impacts on commercially important fish
species. That work identified no significant impacts, and we believe there is a very low risk of
impacts on commercial fisheries.

One of the most exciting developments arising from the additional effort is our work with NIWA to
develop a spatial planning process that identifies areas of the ocean with high biodiversity or
resource potential, and supports development decisions to balance conservation and economic
values. This is a new way of looking at how the oceans can be managed, with the best available
data used to identify areas to set aside for environmental protection and others that could be
made available to harvest their resources. It's an extension of the work the fishing industry did to
establish the more narrowly focused benthic protection areas.

Our delay in submitting our environmental marine consent application meant we became second
in line, following Trans Tasman Resources’ bid to extract iron sands from waters off the Taranaki
Bight. We’ve been able to closely watch the progress of that application and ensure any issues
raised are adequately addressed in our own documentation.

Financing

Our project is novel, even by international assessments. There are a number of subsea mining
projects but they are not common. Investors generally regard permitting rather than the technology
challenges as the biggest obstacle to success.

Despite this challenge, we have raised SNZ27 million over four of the most difficult years ever for
capital accumulation for mining projects. Our success is due to the quality of the resource, the
quality of the team doing the work and the loyal support of our shareholders.

Over the past year shareholders continued to invest in the company’s future. In June 2013 we
undertook a small Initial Public Offering to New Zealand investors. Unfortunately, uncertainty
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regarding our permitting and poor support from sharebrokers meant we raised SNZ1.6 million, less
than the $4 million target. However, strong contributions from qualifying investors and a SNZ2.1
million shareholder rights issue subsequent to balance date resulted in healthy capital raising.

In December we appointed Wimmer and Co. as our corporate advisers for capital raising in the
London market. Although we had long preferred the Toronto market for its breadth of mining and
fertiliser stocks, its depressed state convinced us to consider alternatives. We selected London
because of its depth of capital with an appetite for risk and comparative buoyancy, and although
there are significant costs associated with the listing process we believe it can offer access to
capital not available on other markets. Progress with the listing on London’s alternative AIM
market continues, with listing expected during July in conjunction with SNZ8 million of capital
raising.

The chart below demonstrates investors continue to believe in the prospects for the project and
that shareholders have been rewarded for their faith so far

The coming year

As noted at the outset, we believe the biggest — and best — events in CRP’s history are to come
during 2014. The key milestones expected over the rest of this year are the listing and capital-
raising in the London market in July and the granting of our marine consent in November.
Assuming those two events occur we believe the prospects for your company are extremely bright.

Again we thank you for your ongoing confidence and support.

Chris Castle Linda Sanders

Managing Director Chair



Chatham Rock Phosphate — A Project of National Significance

Economic
benefits

Import substitution of up to SNZ300 million annually

Exports to Asia-Pacific markets

Reduced commodity risk for fertiliser manufacturers and farmers
Reduced foreign exchange risk for fertiliser manufacturers and farmers
Development of a new industry

Generation of additional income tax, GST and royalty income for the
local economy

Security of supply (most rock phosphate is imported from potentially
unstable regimes in North Africa and the Middle East)

Additional jobs

15+ years security of supply

Known extraction costs will allow fixed price contracts over several years
which will benefit New Zealand fertiliser companies, farmers and
agriculture outputs generally as fertiliser pricing will be more certain

Environmental
benefits

CRP product is significantly lower in cadmium and uranium than
imported product

Significantly lower carbon footprint than imported product

If applied as a direct application fertiliser CRP has less run off than super-
phosphate, reducing waterways polluiton

It is applied once every three years, and is a more effective, slower
acting product

Extraction will affect only 1/1000" of the Chatham Rise total area and
will be intermittent

Extraction will occur in accordance with International Marine Mining
environmental guideline




Results for announcement to the market

Reporting Period

Year ended 31 March 2014

Previous Reporting Period

Year ended 31 March 2013

Amount (000s)

% change

Revenue from ordinary activities

2014: Snil, 2013: $nil

Profit (loss) from ordinary activities after
tax attributable to security holder

2014: $(1,428), 2013 $(1,427)

Net profit (loss) attributable to security
holders

2014:$(1,428), 2013: $(1,427)

Interim/Final Dividend

Amount per security

Imputed amount
per security

It is not proposed to pay a dividend for the
reporting period.

N/A

N/A

Record Date

Not Applicable

Dividend Payment Date

Not Applicable

Comments: | Chatham Rock Phosphate has had no income this year and is developing a defined

distribution re investment plan.

Text

mineral deposit. Chatham Rock Phosphate does not operate any dividend or

P +64 3 5259170 PO Box 231, Takaka 7142, New Zealand

www.rockphosphate.co.nz



Michelle FitzWilliam
Text
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CHATHAM ROCK PHOSPHATE LIMITED
Directors’ Report

In the opinion of the directors of Chatham Rock Phosphate Limited, the financial statements and notes, on
pages 4 to 31:

e comply with New Zealand generally accepted accounting practice and give a true and fair view of
the financial position of the Company as at 31 March 2014 and the results of its operations and
cash flows for the year ended on that date.

e have been prepared using appropriate accounting policies, which have been consistently applied
and supported by reasonable judgements and estimates.

The directors believe that proper accounting records have been kept which enable, with reasonable
accuracy, the determination of the financial position of the Company and facilitate compliance of the
financial statements with the Financial Reporting Act 1993.

The directors consider that they have taken adequate steps to safeguard the assets of the Company, and
to prevent and detect fraud and other irregularities. Internal control procedures are also considered to be
sufficient to provide a reasonable assurance as the integrity and reliability of the financial statements.

The directors are pleased to present the financial statements of Chatham Rock Phosphate Limited for the
year ended 31 March 2014.

For and on behalf of the Board of Directors:

Chris D Castle Linda J Sanders
Director Director
21 May 2014 21 May 2014
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CHATHAM ROCK PHOSPHATE LIMITED

Statement of Financial Position
As at 31 March 2014

Assets
Intangible assets
Property, plant & equipment
NZX Bond

Total non-current assets

Cash and cash equivalents

Accounts receivable

Advance to Aorere Resources Limited
Current tax assets

Other current assets

Total current assets
Total assets
Equity
Share capital
Share option reserve
Accumulated losses
Total equity attributable to equity holders of
the Company
Total equity
Liabilities
Trade and other payables
Advance from Aorere Resources Limited

Total current liabilities

Total equity and liabilities

Note

10

11
11

14

2014 2013
$ $
22,042,544 17,434,109
4,237 -
15,000 15,000
22,061,781 17,449,109
74,661 1,151,851
106,668 141,610
- 1,039
2,229 2,979
632,252 223,726
815,810 1,521,205
22,877,591 18,970,314
22,716,739 18,588,930
4,067,489 3,756,684
(5,158,844) (3,730,599)
21,625,384 18,615,015
21,625,384 18,615,015
1,248,061 355,299
4,146 -
1,252,207 355,299
22,877,591 18,970,314

The financial statements have been approved by the Board of Directors on 21 May 2014.

Chris D Castle

Linda J Sanders

The notes on pages 8 to 31 are an integral part of these financial statements.



Revenue

Gross profit

Finance income
Finance expenses

CHATHAM ROCK PHOSPHATE LIMITED
Statement of Comprehensive Income
For the year ended 31 March 2014

Note

Net finance income/(expense)

Administrative expenses 6

Exploration costs

Profit/(loss) before income tax

Income tax expense 7

Profit/(loss) for the year

Other comprehensive income

Total comprehensive income

Earnings/(loss) per share attributable to the
ordinary equity holders
Basic earnings/(loss) per share (New Zealand

cents)

13

Diluted earnings/(loss) per share (New Zealand

cents)

13

2014 2013
$ $

16,146 2

- (55,003)

16,146 (55,001)

1,441,547 1,371,839

2,844 -

(1,428,245) (1, 426,840)

(1,428,245) (1,426,840)

(1,428,245) (1, 426,840)

(1.02) (1.35)

(0. 80) (1.02)

The notes on pages 8 to 31 are an integral part of these financial statements.



CHATHAM ROCK PHOSPHATE LIMITED

Balance at 1 April 2013

Total recognised income and

expense

Issue of shares

Share issue costs

Share-based payments
related to equity raising

Balance at 31 March 2014

Balance at 1 April 2012

Total recognised income and

expense

Issue of shares

Share issue costs

Share-based payments
related to equity raising

Balance at 31 March 2013

Statement of Changes in Equity
For the year ended 31 March 2014

Share Share option Retained Total
capital reserve earnings
$ $ $ $

18,588,930 3,756,684  (3,730,599) 18,615,015
- - (1,428,245)  (1,428,245)
4,566,181 - - 4,566,181
(438,372) - - (438,372)
- 310,805 - 310,805
22,716,739 4,067,489 (5,158,844) 21,625,384
10,520,971 27,978  (2,303,759) 8,245,190
- - (1,426,840) (1,426,840)
11,962,674 - - 11,962,674
(3,894,715) - - (3,894,715)
- 3,728,706 - 3,728,706
18,588,930 3,756,684  (3,730,599) 18,615,015

The notes on pages 8 to 31 are an integral part of these financial statements.



CHATHAM ROCK PHOSPHATE LIMITED

Statement of Cash Flows
For the year ended 31 March 2014

Cash flows from operating activities

Net interest & dividends received

Cash paid to suppliers

Exploration expenditure

Tax refund received

Cash paid to Duncan Cotterill Trust account

Net cash from/(used in) operating activities
Cash flows from investing activities
Advances from/(to) related parties
Purchase property, plant &equipment

Net cash from/(used in) investing activities
Cash flows from financing activities
Proceeds from issue of share capital

Net cash from/(used in) financing activities

Net (decrease)/increase in cash and cash
equivalents

Cash and cash equivalents at 1 April

Cash and cash equivalents at 31 March

Note 2014 2013
$ $

5,927 2

(1,509,559)  (1,372,224)

(2,730,727)  (5,236,817)

3,032 4,984

- (180,000)

16 (4,231,327)  (6,784,055)

17 165,185 (4,446)

(10,771) -

154,414 (4,446)

2,999,723 7,670,617

2,999,723 7,670,617

(1,077,190) 882,116

1,151,851 269,735

74,661 1,151,851

The notes on pages 8 to 31 are an integral part of these financial statements.
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1.

CHATHAM ROCK PHOSPHATE LIMITED
Notes to Financial Statements
For the year ended 31 March 2014

Reporting entity

Chatham Rock Phosphate Limited (the “Company”) is a company domiciled and incorporated in New
Zealand, registered under the Companies Act 1993 and listed on the New Zealand Stock Exchange
(“NZX”). The Company is an issuer in terms of the Financial Reporting Act 1993.

Chatham Rock Phosphate Limited’s single focus is the development and exploitation of the Chatham
Rise rock phosphate deposit offshore New Zealand.

Basis of preparation

(a) Statement of compliance

The financial statements have been prepared in accordance with New Zealand Generally
Accepted Accounting Practice (“NZ GAAP”). They comply with New Zealand equivalents to
International Financial Reporting Standards (“NZ IFRS”), and other applicable Financial Reporting
Standards, as appropriate for profit-oriented entities. The financial statements comply with
International Financial Reporting Standards (“IFRS”).

The financial statements were approved by the Board of Directors on 21 May 2014.

Basis of measurement
The financial statements have been prepared on the historical cost basis.

Going concern

The financial report has been prepared on a going concern basis, which assumes that the
Company will obtain Marine Consent under the Exclusive Economic Zone (Environmental Effects)
Act 2012 and that the Company will be able to realise its assets and extinguish its liabilities in the
normal course of business and at amounts stated in the financial report. This includes the
Company’s minerals mining commitments, being the minimum work requirements under the
Minerals Mining Permit 55549, as set out in Note 18.

At 31 March 2014, the Company had cash reserves of $74,661 and permit work commitments with
associated indicative costings as set out in Note 18. In order to meet these commitments, and
continue to pay its debts as and when they fall due and payable beyond May 2014, the Company
has since balance sheet date completed a Rights Issue and is completing due diligence for further
capital raising and a secondary listing on London’s AIM market, as set out in Note 20.

The Company will rely on taking appropriate steps in order to meet these minerals mining
commitments and continue to pays it debts as and when they fall due and payable from now until
the Company commences production, including:

o Meeting its additional obligations by either farmout or partial sale of the Company’s
interests;

e Raising capital by one of a combination of the following: placement of shares, pro-rata
issue to shareholders, the exercise of outstanding share warrants, and/or further issue of
shares to the public;

¢ In some circumstances, subject to negotiation and approval, minimum work requirements
may be varied or suspended; or

e Other avenues that may be available to the Company.

The above mentioned conditions indicate the existence of a material uncertainty that may cast
significant doubt on the Company’s ability to continue as a going concern.



CHATHAM ROCK PHOSPHATE LIMITED
Notes to Financial Statements
For the year ended 31 March 2014

2. Basis of preparation (continued)

(d) Functional and presentation currency
These financial statements are presented in New Zealand dollars ($), which is the Company’s
functional currency.

(e) Significant accounting judgements, estimates and assumption
The preparation of the Company’s financial statements requires management to make
judgements, estimates and assumptions that affect the reported amounts of revenues, expenses,
assets and liabilities, and accompanying disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could result in outcomes that require a
material adjustment to the carrying amount of assets or liabilities affected in future periods.

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year, are described below. The Company based its
assumptions and estimates on parameters available when the financial statements were prepared.
Existing circumstances and assumptions about future developments, however, may change due to
market changes or circumstances arising beyond the control of the Company. Such changes are
reflected in the assumptions when they occur.

In the process of applying the Company’s accounting policies, management has made the
following judgements, which have the most significant effect on amounts recognised in the
financial statements.

Share-based payment transactions

The Company measures the cost of equity-settled transactions by reference to the fair value of the
equity instruments at the date at which they are granted. The fair value of share options is
determined using a binomial option pricing model, and using the assumptions detailed in Note 12.

Exploration and evaluation costs

Significant judgement is required in determining whether it is likely that future economic benefits
will be derived from the capitalised exploration and evaluation expenditure. In the judgement of the
Directors, at 31 March 2014 exploration activities in each area of interest where amounts remain
capitalised have not yet reached a stage which permits a reasonable assessment of the existence
or otherwise of economically recoverable reserves. Active and significant operations in relation to
each of those areas of interest are planned and nothing has come to the attention of the Directors
to indicate future economic benefits will not be achieved.

In the event where ongoing committed activities cannot be funded by existing financial resources,
the Company will either need to raise additional capital, or meet its obligations either by farm-out
or partial sale of the company’s exploration interests, or subject to negotiation and approval, vary
the minimum work requirements. The Directors are continually monitoring those areas of interest
and are exploring alternatives for funding the development of those areas of interest when
economically recoverable reserves are confirmed. If new information becomes available that
suggests the recovery of expenditure is unlikely, the amounts capitalised will need to be
reassessed at that time.
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CHATHAM ROCK PHOSPHATE LIMITED
Notes to Financial Statements
For the year ended 31 March 2014

2. Basis of preparation (continued)

(f) New NZ IFRS standards and interpretations issued but not yet adopted
At the date of authorisation of these financial statements, certain new standards and interpretations
to existing standards have been published but not yet effective, and have not been adopted early
by the Company.

Management anticipates that all pronouncements will be adopted in the first accounting period
beginning on or after the effective date of the new standard. Information on new standards,
amendments and interpretations that are expected to be relevant to the company’s financial
statements is provided below. Certain other new standards and interpretations issued but not yet
effective, that are not expected to have a material impact on the Company’s financial statements,
have not been disclosed.

NZ IFRS 9 — Financial Instruments (effective from 1 January 2018)

The IASB aims to replace IAS 39 Financial Instruments: Recognition and Measurement in its
entirety with IFRS 9. The new standard is being issued in phases, with early adoption available as
each phase is issued. To date, the chapters dealing with recognition, classification, measurement
and de-recognition of financial assets and financial liabilities have been issued. These chapters
are effective for annual periods beginning on or after 1 January 2015. Chapters dealing with
impairment methodology and hedge accounting are still being developed. Further in November
2011, the IASB tentatively decided to consider making limited modifications to IFRS 9’s financial
asset classification model to address application issues. The Company’s management have yet to
assess the impact of this new standard on the Company’s financial statements. However,
management does not expect to implement IFRS 9 until all of the chapters have been published
and they can comprehensively assess the impact of all changes.

Annual Improvements 2009-2011(the Annual Improvements)

The IASB issued the annual omnibus of minor amendments to IFRS standards for annual periods
beginning on or after 1 January 2013. Management does not anticipate a material impact on the
Company’s financial statements from these Amendments.

3. Significant accounting policies

For the purposes of these financial statements the accounting policies set out below have been
applied consistently to all periods presented.

(a) Foreign currency

Foreign currency transactions

Transactions in foreign currencies are translated to the functional currency of the Company at
exchange rates at the dates of the transactions. Monetary assets and liabilities denominated in
foreign currencies at the reporting date are translated to the functional currency at the exchange
rate at reporting date. The foreign currency gain or loss on monetary items is the difference
between amortised cost in the functional currency at the beginning of the period, adjusted for
effective interest and payments during the period, and the amortised cost in foreign currency
translated at the exchange rate at the end of the period. Foreign currency differences arising on
retranslation are recognised in the Statement of Comprehensive Income.
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CHATHAM ROCK PHOSPHATE LIMITED
Notes to Financial Statements
For the year ended 31 March 2014

3. Significant accounting policies (continued)

(b)

Financial instruments
Receivables
Receivables are stated at their cost less impairment losses.

Trade and other payables
Trade and other payables are stated at cost.

Share capital

Ordinary shares

Incremental costs directly attributable to the issue of ordinary shares and share options are
recognised as a deduction from equity.

Impairment
The carrying amounts of the Company’s assets are reviewed at each balance sheet date to
determine whether there is any objective evidence of impairment.

An impairment loss is recognised whenever the carrying amount of an asset exceeds its
recoverable amount. Impairment losses directly reduce the carrying amount of assets and are
recognised in the Statement of Comprehensive Income.

Intangible assets

Exploration and evaluation assets

Exploration and evaluation costs, including the costs of acquiring licences, are capitalised as
intangible assets on an area of interest basis. Costs incurred before the Company has obtained
the legal rights to explore an area are recognised in the Statement of Comprehensive Income.

Exploration and evaluation assets are classified as finite lived tangible assets and are measured at
cost less any accumulated amortisation and impairment losses. Amortisation will commence once
the Company has commenced mining operations and will be recognised on a unit of production
basis.

Exploration and evaluation assets are only recognised if the rights of the area of interest are

current and either:

(i) The expenditures are expected to be recouped through successful development and
exploitation of the area of interest; or

(ii) Activities in the area of interest have not at the reporting date, reached a stage which permits
a reasonable assessment of the existence or other wise of economically recoverable reserves
and active and significant operations in, or in relation to, the area of interest are continuing.

Exploration and evaluation assets are assessed for impairment if:

(i) Sufficient data exists to determine technical feasibility and commercial viability, and

(i) Facts and circumstances suggest that the carrying amount exceeds the recoverable amount
(see impairment accounting policy (d)).
For the purposes of impairment testing, exploration and evaluation assets are allocated to
cash-generating units to which the exploration activity relates. The cash generating unit shall
not be larger than the area of interest.

Once the technical feasibility and commercial viability of the extraction of mineral resources in an
area of interest are demonstrable, exploration and evaluation assets attributable to that area of
interest are first tested for impairment and then reclassified from intangible assets to mining
property and development assets within property, plant and equipment.
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CHATHAM ROCK PHOSPHATE LIMITED
Notes to Financial Statements
For the year ended 31 March 2014

3. Significant accounting policies (continued)

(f)

Mining Property and other property, plant and equipment
Mining property and other property, plant and equipment is stated at cost, less accumulated
depreciation and accumulated impairment losses.

The initial cost of an asset comprises its purchase price or construction cost, any costs directly
attributable to bringing the asset into operation, the initial estimate of the decommissioning
obligation, for qualifying assets and borrowing costs. The purchase price or construction cost is
the aggregate amount paid and the fair value of any other consideration given to acquire the asset.

Amortisation and Depreciation

Mining properties are generally depreciated on a unit-of-production basis over the proved reserves
of the field concerned, except in the case of assets whose useful life is shorter than the lifetime of
the field, in which case the straight-line method is applied. Rights and concessions are depleted on
the unit-of-production basis over the total proved reserves of the relevant area. The unit of
production rate for the amortisation of field development costs takes into account expenditures
incurred to date, together with sanctioned future development expenditure.

Other property, plant and equipment are generally depreciated on a straight line basis over their
estimated useful lives which is generally 10 years.

Finance income and expenses

Finance income comprises interest income on bank deposits and foreign currency gains that are
recognised in the Statement of Comprehensive Income. Interest income is recognised as it
accrues, using the effective interest method.

Finance expenses comprise interest expense on convertible notes and foreign currency losses,
are recognised in the Statement of Comprehensive Income. All borrowing costs are recognised in
the Statement of Comprehensive Income using the effective interest method.

Income tax expense

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the
Statement of Comprehensive Income except to the extent that it relates to items recognised
directly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in
respect of previous years.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.
Deferred tax is measured at the tax rates that are expected to be applied to the temporary
differences when they reverse, based on the laws that have been enacted or substantively
enacted by the reporting date.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be
available against which temporary differences can be utilised. Deferred tax assets are reviewed at
each reporting date and are reduced to the extent that it is no longer probable that the related tax
benefit will be realised.
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CHATHAM ROCK PHOSPHATE LIMITED
Notes to Financial Statements
For the year ended 31 March 2014

3. Significant accounting policies (continued)

(j) Earnings per share

The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares.
Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the
Company by the weighted average number of ordinary shares outstanding during the period.
Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and
the weighted average number of ordinary shares outstanding for the effects of all dilutive potential

ordinary shares, which comprise share options.

4. Segment reporting

For management purposes there is only one operating segment, which is the development of a

defined rock phosphate deposit.

The chief operating decision maker, who is responsible for allocating resources and assessing

performance of the operating segment, has been identified as the Board.

The Board manages development activity through review and approval of contracts and other

operational information.

The Company operates in the minerals exploration industry within New Zealand.

5. Finance income and expense

2014 2013
$ $

Interest income on bank deposits 8,156 2
Net foreign exchange gains 7,990 -
Finance income 16,146 2
Interest on Convertible Note - 35,786
Net foreign exchange losses - 19,217
Finance expense - 55,003
Net finance income/(expense) 16,146 (55,001)
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CHATHAM ROCK PHOSPHATE LIMITED
Notes to Financial Statements
For the year ended 31 March 2014

6. Administrative expenses

The following items of expenditure are included in administrative expenses:

2014 2013
$ $

Auditor’s remuneration to KPMG comprises:

audit of financial statements 37,500 -
Total auditor’s remuneration 37,500 -
Auditor’s remuneration to WHK New Zealand Audit Partnership
comprises:

audit of financial statements - 35,000

other audit-related services - 2,750
Total auditor’s remuneration - 37,750
Accountancy 30,430 24,215
Advertising & marketing 73,689 -
Bank charges 1,151 1,103
Consultancy fees 539,339 498,126
Directors fees 2,310 49,000
General expenses 59,186 41,269
Insurance 5,125 4,803
IPO expenses - 102,210
Legal fees 140,196 104,579
Listing fees 19,747 15,536
Management fees 240,000 180,000
Office expenses 54,861 52,733
Registry fees 8,297 5,070
Rent 27,000 26,385
Travel expenses 202,716 229,060
Total Administration expenses 1,441,547 1,371,839

Other audit-related services in 2013 include engagement to provide assurance over financial
information other than Annual Reports, including prospectus reviews and other assurance required for
local regulatory purposes.

The Board has agreed to forfeit directors fees for the year ended 31 March 2014 (beyond the amount
charged) as they are remunerated for their services through consulting fees,

Refer to Note 17 for discussion on consultancy fees, which are charged by related parties.
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CHATHAM ROCK PHOSPHATE LIMITED

Notes to Financial Statements

For the year ended 31 March 2014

Income tax expense in the Statement of Comprehensive Income

Reconciliation of effective tax rate

Profit/(loss) for the year
Total income tax expense
Profit/(loss) excluding income tax

Income tax using the Company’s domestic tax rate 28%
Tax effect of:

Non-deductible expenses

Current year losses for which no deferred tax is recognised
Recognition of previously unrealised tax losses

Income tax expense

The current tax asset consists of:
Current income tax charge
Resident withholding tax paid
Current tax asset

Imputation credits at 31 March

2014 2013

$ $
(1,428,245) (1,426,840)
(1,428,245) (1,426,840)
(399,909) (399,515)
75,220 107,461
324,689 292,023
- 32
2,229 2,979
2,229 2,979
2,229 2,979

The closing balance represents imputation credits available to be attached to any future distributions
from the Company’s reserves, subject to certain shareholder continuity provisions.

Deferred tax assets and liabilities

Unrecognised deferred tax assets

Deferred tax assets have not been recognised in respect of the following:

Deductible temporary differences
Tax losses

Recognised deferred tax assets and liabilities

Deferred tax assets and liabilities are attributable to the following:

Property, plant & equipment
Intangible assets

Trade and other payables
Tax losses

2014 2013
$ $
(965,206)  (640,517)
(965,206) _ (640,517)
2014 2013
$ $
(172) (344)
6,287,518 4,881,551
(39,900) (35,737)
(4,845,470)

(6,247,446)
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CHATHAM ROCK PHOSPHATE LIMITED
Notes to Financial Statements
For the year ended 31 March 2014

9. Other current assets

2014 2013

$ $
Prepayments 39,375 43,726
Duncan Cotterill Lawyers Trust Account 180,000 180,000
New Zealand Petroleum and Minerals 412,877 -
632,252 223,726

Duncan Cotterill Lawyers Trust Account

The Company entered into a services agreement with Mr Ray Wood on 18 March 2013. Included
within the terms of that agreement, was that on the Commencement Date the Principal would deposit
into the trust account of the Principal’s lawyer’'s, Duncan Cotterill Lawyers, the sum of $180,000 to
hold on resulting trust for the Principal and the Contractor pursuant to the terms of a Termination
Payment Security.

New Zealand Petroleum and Minerals

Chatham Rock has been invoiced for $475,000 (inclusive GST) by New Zealand Petroleum and
Minerals (NZPAM) for its annual Mining Permit fee. $65,000 of this fee has been paid and the balance
is due for payment mid-April. An unintended consequence of the legislation is that the formula used to
calculate this fee has been determined on a permit area basis without reference to the value of the
actual resource. As Chatham Rock's Mining Permit relates to a large off-shore area it has resulted in
a significantly higher mining fee being charged to Chatham Rock than would be expected, by at least
10 times. The Company has had discussions with NZPAM and a review is currently being
undertaken. A likely result is that the annual fee will be significantly reduced and a more appropriate
fee, having regard to the Chatham Rock's resource, will be implemented. While a possibility, there is
no guarantee that the Company will receive a partial refund of the annual mining fee it is currently
liable to pay.

10. Intangible assets

Exploration and evaluation on Chatham Rise Project

$
Balance at 1 April 2012 11,373,739
Exploration costs capitalised 6,060,370
Balance at 31 March 2013 17,434,109
Balance at 1 April 2013 17,434,109
Exploration costs capitalised 4,608,435
Balance at 31 March 2014 22,042,544

The recoverability of the carrying amounts of exploration and evaluation assets is dependent on the
Company gaining a Marine Consent for the project to be commercially successful. Commitments and
tenure of the permit is included in Note 18.
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CHATHAM ROCK PHOSPHATE LIMITED
Notes to Financial Statements
For the year ended 31 March 2014

10. Intangible assets (continued)

The Company was granted a Minerals Prospecting Licence (“MPL”) 50270 under the Continental Shelf
Act 1964 on 25 February 2010 for a period of four years. The licence covers 4726 square kilometres of
the Chatham Rise and is located approximately 450 kilometres east of Christchurch.

Exploration activities in the last two years have focussed on the collection of further exploration data to
allow a mining licence application to be lodged and collection of sufficient environmental data to allow
an Environmental Monitoring Plan (EMP) to be submitted to the Minister, and then for preparation of
an environmental impact assessment to be submitted to the Environmental Protection Authority.

On 6 December 2013 the Company was granted Mineral Mining Permit 55549 to extract phosphates.
On 31 March 2014 the Company submitted a draft Marine Consent application to the Environmental
Protection Authority. The EPA, New Zealand’s environmental regulator, is expected to decide on the
Company’s application in November after a full public process.

An application for renewal of MPL 50270 has been lodged.

11.Issued capital and reserves

Share capital
Ordinary shares

2014 2013
On issue at 1 April 116,738,180 64,710,179
Issued for cash 9,255,157 16,108,040
Issued in lieu of payment 6,733,977 35,919,961
On issue at 31 March 132,727,314 116,738,180

The holders of ordinary shares are entitled to receive dividends and are entitled to one vote per share
at meetings of the Company. All shares rank equally with regard to the Company’s residual assets.

Issue of Ordinary Shares
All issued shares are fully paid and have no par value.

In May 2013 the Company issued to Aorere Resources Ltd (formally Widespread Portfolios Ltd) &
Robin Falconer & Associates 95,069 ordinary shares at an issue price of $0.36 in satisfaction of
payment for services under their consultancy agreements.

In August 2013 the Company issued to Robin Falconer & Associates and Ray Wood 88,236 ordinary
shares at an issue price of $0.34 in satisfaction of payment for services under their consultancy
agreements.

In October 2013 the Company issued to Robin Falconer & Associates and Ray Wood 102,740
ordinary shares at an issue price of $0.29 in satisfaction of payment for services under their
consultancy agreements.

In January 2014 the Company issued to Robin Falconer & Associates and Ray Wood 95,238 ordinary

shares at an issue price of $0.32 in satisfaction of payment for services under their consultancy
agreements.
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CHATHAM ROCK PHOSPHATE LIMITED
Notes to Financial Statements
For the year ended 31 March 2014

11. Issued capital and reserves (continued)

In July and September 2012 the Company issued a total of 25,355,266 ordinary shares at $0.22 each
to Royal Boskalis Westminister N.V. (“Boskalis”). These shares were issued under a contract for
services and an investment agreement. Of these, at balanced date, 13,677,264 (2013: 7,324,569)
shares had vested to Boskalis on completion of services; refer to Note 13 for further details.

In July 2013 the Company undertook an Initial Public Offering which resulted in the issue of 4,502,817
ordinary shares at $0.35 each including an option to purchase a share for every three shares issued.

Further in August and September 2013 the Company initiated an investment agreement to qualified
investors whereby 1,461,713 ordinary shares were issued at $0.30 each “the first tranche” and after
the Mining Licence permit was granted in December 2013 1,461,713 ordinary shares were issued
“the second tranche” at $0.35 each. The shares included an option to purchase a share for every two
shares issued.

Additionally during the year, 1,828,915 ordinary shares were issued to qualified investors, at issue
prices ranging from $0.28 to $0.35 each.

Share Options Granted Listed

Share Options
2014 2013
On issue at 1 April - -
Options issued 3,348,762 -
On issue at 31 March 3,348,762 -

Each option entitles the holder to subscribe for one ordinary share. The exercise price of the options
is 68.8 cents (2013: 70 cents) each.

Share Options Granted Unlisted

Share Options
2014 2013
On issue at 1 April 37,113,178 12,192,641
Options issued - 24,920,537
On issue at 31 March 37,113,178 37,113,178

The outstanding balance as at 31 March 2014 is represented by:

On 30 September 2010, 500,000 options, expiring on 30 September 2014, with progressive vesting
and exercisable at a price of 48.8 cents (2013: 50 cents) were granted to Robin Falconer & Associates
Ltd.

On 28 February 2011, 250,000 options, expiring on 28 February 2015, and exercisable at a price of
48.8 cents (2013: 50 cents) were granted to Kenex Limited.

On 14 March 2012, 11,442,641 options, expiring on 31 March 2015, and exercisable at a price of 28.8
(2013: 30 cents) were granted to Subsea Investments I, LLC as part of a Shareholder Agreement.

On 20 April 2012, 12,362,500 options, expiring on 31 March 2015, and exercisable at a price of 28.8
(2013: 30 cents) were granted to Subsea Investments I, LLC as part of a Shareholder Agreement.
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Issued capital and reserves (continued)

On 11 May 2012, 8,557,302 options, expiring on 31 March 2015, and exercisable at a price of 28.8
(2013: 30 cents) were granted to Subsea Investments I, LLC as part of a Shareholder Agreement.

On 22 August 2012, 4,000,735 options, expiring on 31 March 2015, and exercisable at a price of 28.8
(2013: 30 cents) were granted to Subsea Investments I, LLC as part of a Shareholder Agreement.

Each option entitles the holder to subscribe for one ordinary share.
Refer to Note 12 for further information on share options granted.

Share option reserve

The Company measures share options granted in return for services received, directly, at the fair
value of the equity instruments granted. The fair value of the options are expensed over the vesting
period as services are rendered by the counterparty.

Share-based payments

Recognised share-based payment expenses
The purpose of the share-based payments is to reward key consultants and cornerstone investors in a
manner that aligns remuneration with the creation of shareholder wealth.

As the Company’s activities have been predominantly developing an already defined mineral deposit,
shareholder wealth is dependent, for the foreseeable future, on development success rather than an
improvement in the Company’s earnings.

Equity-settled transactions

Share-based payments of $1,521,343 (2013: $4,064,510) settled by the issue of 6,733,977 (2013:
17,887,306) ordinary shares in the Company, have been capitalised in exploration expenditure or
included in management expenses and directors fees during the year (2013: capitalised in exploration
expenditure or included in management expenses and directors fees based on the nature of services
provided). The share-based payment also includes the shares vested with Boskalis.

Royal Boskalis Westminister NV
The Company entered into a contract for services with Boskalis to undertake a range of services in
three phases:

e The second phase of work includes the provision of geotechnical reports, the conceptual
design of recovery and separation systems, environmental impact assessments and
transportation options for rock phosphate recovery. The cost of these services to the
Company will be approximately €630,000, of which €293,377 has been paid and €258,161
has been accrued at year end. This phase is being completed at balance date.

e The final phase will consist of the final detailed design of the rock phosphate recovery and
separation system. The cost of this phase is estimated to be €4 million with the parties
splitting these costs equally.

The contract for services provides that payment for the above work will be met under the terms of an
investment agreement between the parties. The investment agreement was approved by a meeting of
shareholders and Boskalis was issued with 25,355,266 fully paid ordinary shares in the Company
(representing a 19.99% shareholding) at an issue price of $0.22 per share. Costs incurred for the pre-
contract services were applied against the issue price due for the shares.
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12. Share-based payments (continued)

Boskalis may provide the balance of the issue price for the shares to the Company either in cash or in
satisfaction of the costs payable by the Company for the services provided under the second and third
phases of the contract for services and if the issue price is not paid in full, then all shares that have
not been paid for will be transferred back to the Company for cancellation.

The contract for services was extended to 31 December 2013. Following this date, the Company has
the option to cancel the shares. The Directors intend to continue the contract for services and have
elected not to cancel the remaining unvested shares as these are expected to vest as further services
are received from Boskalis.

Options granted as compensation
Details on options issued in the Company that were granted as compensation to each consultant in
prior years are as follows:

Number of Fair
non value per
Consultant transferable option at Exercise
options grant price per
granted Grant date date ($) option ($) Expiry date
Robin Falconer 250,000 30 September 2010 0.0312 0.50 30 September 2014
Associates
Ltd
Robin Falconer 250,000 30 September 2010 0.0335 0.50 30 September 2014
Associates (vesting 30 Sept
Ltd 2011)
Kenex Limited 250,000 28 February 2011 0.0472 0.50 28 February 2015

No options have been granted since the end of the financial year. The options were provided as
compensation for services and at no cost to the recipients.

Each option entitles the recipient, on exercise, to 1 share. Accordingly, the number of new shares that
may be issued through the exercise of these options is 750,000. The final exercise dates are 30
September 2014 and 28 February 2015, and after that the options lapse.

Under the terms of issue of the options where a rights issue is made by the Company, the exercise
price of the options is to be adjusted by applying a formula as set out in NZAX Listing Rule 8.1.5(b).
Accordingly the exercise price for the options is now reduced by $0.012 per option. $0.50 options are
now repriced as $0.488 options.

The fair value of share options granted in return for the services received is measured by reference to
the fair value of the services received. The estimate of the fair value of the services received is
measured based on the Black-Scholes valuation method. The contractual life of the option is used as
an input into this model. No expectations of early exercise have been incorporated into the Black-
Scholes valuation method.
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12. Share-based payments (continued)

Fair value of share options and assumptions:

Falconer Kenex
options options
September February
2010 2011
Fair value at grant date
Share price $0.12 $0.15
Exercise price $0.488 $0.488
Expected volatility (weighted average volatility) 75% 75%
Option life (expected weighted average life) 4 years 4 years
Expected dividends $0.00 $0.00
Risk-free interest rate (based on government bonds) 4.55% 4.49%

Options granted in equity raising
Details on options issued in the Company that were granted within a Shareholder Agreement with
Subsea Investments, a cornerstone investor are as follows:

Number of non Fair
transferable value per Exercise
Shareholder options option at  price per
granted grant option ($)
Grant date date ($) Expiry date
Subsea Investments 11,442,641 14 March 2012 0.0943 0.30 31 March 2015
II, LLC
Subsea Investments 12,362,500 20 April 2012 0.1078 0.30 31 March 2015
II, LLC
Subsea Investments 8,557,302 11 May 2012 0.1070 0.30 31 March 2015
II, LLC
Subsea Investments 4,000,735 22 August 2012 0.1002 0.30 31 March 2015
II, LLC

No further options have been granted since the end of 2013 financial year. The options were provided
as compensation for services and at no cost to the recipient.

Each option entitles the recipient, on exercise, to 1 share. Accordingly the number of new shares that
may be issued through the exercise of these options is 36,363,178. The final exercise date is 31
March 2015 and after that the options lapse.

Under the terms of issue of the options where a rights issue is made by the Company, the exercise
price of the options is to be adjusted by applying a formula as set out in NZAX Listing Rule 8.1.5(b).
Accordingly the exercise price for the options is now reduced by $0.012 per option. $0.30 options are
now repriced as $0.288 options.
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12. Share-based payments (continued)

13.

The fair value of share options granted in return for the services received is measured by reference to
the fair value of the services received. The estimate of the fair value of the services received is
measured based on the Black-Scholes valuation method. The contractual life of the option is used as
an input into this model. No expectations of early exercise have been incorporated into the Black-

Scholes valuation method.

As the shares are not heavily traded, expected volatility was based on average volatility from a basket

of similarly traded companies.

Fair value of Subsea share options and assumptions:

March April May August

2012 2012 2012 2012
Fair value at grant date
Share price $0.23 $0.25 $0.25 $0.24
Exercise price $0.288  $0.288  $0.288  $0.288
Expected volatility (weighted average volatility) 70% 70% 70% 70%
Option life (expected weighted average life) 3years 3years 3years 3years
Expected dividends $0.00 $0.00 $0.00 $0.00
Risk-free interest rate (based on government 3.30% 3.11% 2.70% 2.79%

bonds)

The number and weighted average exercise prices of share options are as follows:

Weighted Weighted
average average Number of Number of
exercise price exercise price options options
2014 2013 2014 2013
Outstanding at 1 April 0.30 0.31 37,113,178 12,192,641
Granted during year - 0.30 - 24,920,537
Outstanding at 31 March 0.30 0.30 37,113,178 37,113,178

Exercisable at 31 March

Earnings/(loss) per share

Basic earnings/(loss) per share

37,113,178 37,113,178

The calculation of basic earnings per share at 31 March 2014 was based on the profit/(loss)
attributable to ordinary shareholders of $(1,428,245) (2013: $(1,426,840)) and a weighted average
number of ordinary shares outstanding of 140,194,992 (2013: 105,963,364 ), calculated as follows:

Basic earnings/(loss) per share (New Zealand cents)
Profit/(loss) attributable to ordinary shareholders:

Net profit/(loss) for the year

2014 2013

$ $

(1.02) (1.35)
(1,428,245) (1,426,840)
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13. Earnings/(loss) per share (continued)

Weighted average number of ordinary shares:

Issued ordinary shares at 1 April 134,768,877 64,710,179
Effect of shares issued in April 2012 - 2,011,677
Effect of shares issued in June 2012 - 9,179,194
Effect of shares issued in July 2012 - 13,476,923
Effect of shares issued in August 2012 - 606,090
Effect of shares issued in September 2012 - 14,207,607
Effect of shares issued in October 2012 - 1,028,330
Effect of shares issued in December 2012 - 106,600
Effect of shares issued in January 2013 - 129,135
Effect of shares issued in February 2013 - 494,096
Effect of shares issued in March 2013 - 13,533
Effect of shares issued in May 2013 715,275 -
Effect of shares issued in July 2013 3,158,140 -
Effect of shares issued in August 2013 122,746 -
Effect of shares issued in September 2013 758,613 -
Effect of shares issued in October 2013 87,469 -
Effect of shares issued in December 2013 383,292 -
Effect of shares issued in January 2014 185,786 -
Effect of shares issued in February 2014 14,794 -
Effect of shares issued in March 2014 - -
Weighted average number of ordinary shares at 31

March 140,194,992 105,963,364

Diluted earnings/(loss) per share

The calculation of diluted earnings per share at 31 March 2014 was based on profit/(loss) attributable
to ordinary shareholders of $(1,428,245) (2013: $(1,426,840)) and a weighted average number of
ordinary shares outstanding after adjustment for the effects of all dilutive potential ordinary shares of

178,973,568 (2013: 139,899,857), calculated as follows:

Diluted earnings/(loss) per share (New Zealand cents)
Profit/(loss) attributable to ordinary shareholders (diluted):

Net profit/(loss) attributable to ordinary shareholders (basic)

2014
$

(0. 80)

(1,428,245)

2013
$

(1.02)

(1,426,840)
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Earnings/(loss) per share (continued)

Weighted average number of ordinary shares (diluted):

Weighted average number of ordinary shares (basic) 140,194,992 105,963,364
Effect of share options on issue 1 April 37,113,178 12,192,641
Effect of share options issued in April 2012 - 11,722,480
Effect of share options issued in May 2012 - 7,601,309
Effect of share options issued in August 2012 - 2,420,063
Effect of share options issued in July 2013 1,052,710 -
Effect of share options issued in September 2013 379,306 -
Effect of share options issued in December 2013 56,804 -
Effect of share options issued in January 2014 126,852 -
Effect of share options issued in February 2014 49,726 -
Weighted average number of ordinary shares (diluted)
at 31 March 178,973,568 139,899,857
Trade and other payables
2014 2013
$ $

Trade and other payables due to related parties 209,344 28,300
Other trade payables 888,521 172,666
Accrued expenses 150,196 154,333

1,248,061 355,299

The Company’s exposure to currency and liquidity risk related to trade and other payables is disclosed

in Note 15.

Financial instruments

Exposure to credit, market, foreign currency, equity prices and liquidity risks arise in the normal course
of the Company’s business.

Financial instruments are comprised of accounts receivable and other receivables, cash and cash
equivalents, other financial assets, trade creditors and other payables, borrowings, other financial
liabilities.

Recognition and de-recognition of financial assets and liabilities

Financial assets and financial liabilities are recognised when the Company becomes a party to the
contractual provisions of the financial instrument. Financial assets and financial liabilities are
recognised initially at fair value plus transaction costs

Financial assets are derecognised when the contractual rights to the cash flows from the financial asset
expire, or if the Company transfers the financial asset to another party without retaining control or
substantial all risks and rewards of the asset.

A financial liability is derecognised when it is extinguished, discharged, cancelled or expires.
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15. Financial instruments (continued)

Subsequent measurement of financial assets

All financial assets held by the Company in the years reported have been designated into one
classification, "loans and receivables”, being non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial recognition these are measured at
amortised cost using the effective interest method, less provision for impairment. Discounting is
omitted where the effect of discounting is immaterial.

All financial assets are subject to review for impairment at least once each reporting date. Accounts
receivable are reviewed for impairment when accounts are past due or when other objective evidence is
received that a specific counterparty will default.

Subsequent measurement of financial liabilities
Trade payables and other borrowings are subsequently measured at amortised cost using the effective
interest method.

Foreign currency risk

The Company is exposed to foreign currency risk on purchases that are denominated in a currency
other than the Company’s functional currency, New Zealand dollars ($), which is the presentation
currency of the Company. It is the Company’s policy not to hedge foreign currency risks.

Sensitivity analysis

In managing currency risks the Company aims to reduce the impact of short-term fluctuations on the
Company’s earnings. Over the longer-term, however, permanent changes in foreign exchange will
have an impact on profit.

It is estimated that a general increase of one percentage point in the value of the New Zealand dollar
against other foreign currencies would have decreased the Company’s profit before income tax by
approximately $nil for the year ended 31 March 2014 (2013: $nil). As a purchaser of foreign currency,
the Company’s risk is that the NZD depreciates.

Credit risk

The Company incurs credit risk from financial instruments when a counter party fails to meet its
contractual obligations. Credit risk arises on cash and other receivables. The Company does not have a
significant concentration of credit risk with any single party.

Market risk

The Company has invested in an opportunity to develop an already well defined mineral deposit. The
Company requires a Marine Consent under the Exclusive Economic Zone (Environmental Effects) Act
2012 for this opportunity to become commercially successful. Even with early results being extremely
encouraging, if gaining Marine Consent is not achieved then the Company could lose its entire
investment. A decision on the Company’s Marine Consent application is expected from the
Environmental Protection Agency in November 2014.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall
due. The Company’s approach to managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to the Company’s reputation.
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15. Financial instruments (continued)

Ultimate responsibility for liquidity risk management rests with the Board of Directors, which has built
an appropriate liquidity risk framework for the management of the Company’s short, medium and
longer term funding and liquidity management requirements. The Company manages liquidity risk by
maintaining adequate banking facilities through monitoring of future rolling cash flow forecasts of its
operations, which reflect management's expectations of the settlement of financial assets and
liabilities. Refer to Note 2(c) for management’s strategies for managing liquidity risk.

The only financial liabilities are trade and other payables. At 31 March 2014, the Company had
$1,248,061(2013: $355,299) in trade and other payables. Trade payables are non-interest bearing and
have a contractual maturity of less than 30 days.

Capital management
The Company’s capital includes share capital, reserves, and accumulated losses.

The Company is not subject to any externally imposed capital requirements.

There have been no material changes in the Company’s management of capital during the year.

Classification of financial instruments
The fair value of all financial instruments is deemed to be their carrying value due to their short term

nature.
Liabilities
Loans and at amortised Total carrying
receivables cost amount
$ $ $

2014
Assets
NZX Bond 15,000 - 15,000
Total non-current assets 15,000 - 15,000
Trade and other receivables 106,668 - 106,668
Cash and cash equivalents 74,661 - 74,661
Total current assets 181,329 - 181,329
Total assets 196,329 - 196,329
Liabilities
Trade and other payables - 1,248,061 1,248,061
Advance from Aorere
Resources Limited - 4,146 4,146
Total current liabilities - 1,252,207 1,252,207
Total liabilities - 1,252,207 1,252,207
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Financial instruments (continued)

2013

Assets

NzZX Bond

Total non-current assets

Trade and other receivables
Advance to Aorere
Resources Limited

Cash and cash equivalents
Total current assets

Total assets
Liabilities
Trade and other payables

Total current liabilities

Total liabilities

Liabilities at

Loans and amortised Total carrying

receivables cost amount

$ $ $

15,000 - 15,000
15,000 - 15,000
141,610 - 141,610
1,039 - 1,039
1,151,851 - 1,151,851
1,294,500 - 1,294,500
1,309,500 - 1,309,500
- 355,299 355,299
- 355,299 355,299
- 355,299 355,299

16. Reconciliation of the profit/(loss) for the year with the net cash from operating activities:

Profit/(loss) for the year
Adjustments for:

Depreciation

Foreign exchange (gains)/losses
Director Fees (non-cash)
Management Fees (non-cash)
IPO expenses (non-cash)

Change in trade and other receivables

Change in other current assets
Change in current tax assets
Change in trade and other payables
Change in exploration expenditure

Net cash from operating activities

2014 2013
$ $
(1,428,245) (1,426,840)
6,534 -
(50,309) 20,863
- 28,000

- 86,250

- 122,950

34,888 54,096
4350  (219,282)
803 4,985
719,156  (3,192,550)
(3,518,504) (2,262,527)
(4,231,327) (6,784,055)
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17. Related parties

Transactions with key management personnel
Key management personnel remuneration includes the following:

2014 2013
$ $
Short-term benefits:
Consultancy fees paid for key management personnel services 804,295 137,277
Contractor services fee paid for key management personnel 400,000 300,000
Total remuneration 1,204,295 437,277

Depending on the nature of services and costs, certain amounts have been capitalised to intangible
assets as they are directly attributable to the Chatham Rise Project.

Transactions and balances with key management personnel and their related parties

During the year, the Company paid consultancy fees of $159,023 (2013: $98,550) to Nevay Holdings
Ltd, a company in which Ms L Sanders, Mr C Castle & Ms J Hatchwell are also Directors. The fees
were provided under normal commercial terms and conditions. The outstanding balance at balance
date was $17,250 (2013: $18,300) which is included in trade payables.

During the year, the Company paid consultancy fees of $81,000 (2013: $nil) to Onekaka Links Ltd, a
company in which Ms L Sanders & Mr C Castle are also Directors. The fees were provided under
normal commercial terms and conditions. The outstanding balance at balance date was $nil (2013:

$nil).

During the year, the Company paid consultancy fees of $240,000 (2013: $30,000) to Robin Falconer
Associates Ltd, a company in which Mr R Falconer is also a Director. The fees were provided under
normal commercial terms and conditions. The outstanding balance at balance date was $10,000
(2013: $10,000) which is included in trade payables.

During the year, the Company paid consultancy fees of $240,000 (2013: $nil) to CRP-OCS Consulting
Ltd, a company in which Mr R Wood is also a Director. The fees were provided under normal
commercial terms and conditions. The outstanding balance at balance date was $15,000 (2013: $nil)
which is included in trade payables.

During the year, the Company paid consultancy fees of $84,272 (2013: $8,727) to Robert Goodden
Consulting Ltd, a company in which Mr R Goodden is also a Director. The fees were provided under
normal commercial terms and conditions. The outstanding balance at balance date was $22,094
(2013: $nil) which is included in trade payables.

During the year, Mr C Castle & Ms L Sanders advanced a short term loan of $160,000 (2013: $nil) to
the Company. The loan is unsecured, interest free and repayable on demand. The outstanding
balance at balance date was $160,000 (2013: $nil) which is included in trade and other payables.

During 2013, the Company entered into an Investment Agreement with Royal Boskalis Westminister
NV, refer Note 12. Mr J de Blaeij was appointed director of Chatham Rock Phosphate Ltd on 1
February 2013 and is also a Director of Boskalis International. Services of $1,397,593 (2013:
$1,611,405) have been provided by Boskalis during the year and these costs have been capitalised to
intangible assets as they are directly attributable to the Chatham Rise project. These services have
been settled by the vesting of shares, refer Note 12.
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Related parties (continued)

During the year, the Company paid management fees to Aorere Resources Ltd under a management
agreement. Under the Agreement, Aorere Resources Ltd is engaged by the Company as an
independent contractor and will procure that Chris Castle personally provide fundamental services to
the Company at a cost of $400,000 per annum (2013: $300,000). Management fees of $160,000
(2013: $120,000) have been capitalised to intangible assets as they are directly attributable to the
Chatham Rise project. The Agreement is payable in cash. No amounts were outstanding at balance
date (2013: $nil).

Some of the Directors of Chatham Rock Phosphate Ltd are commonly Directors in Aorere Resources
Ltd, which in its own name and through its subsidiary; Mineral Investments Ltd has a combined 9.70%
(2013: 10.36%) shareholding in Chatham Rock Phosphate Ltd.

The aggregate value of transactions and outstanding balances over which they have control or
significant influence were as follows:

Transaction value  Balance outstanding

Year ended 31 March as at 31 March
2014 2013 2014 2013
Directors Transactions $ $ $ $
Widespread Limited
C Castle, J Hatchwell,
and L Sanders Loans 5,185 (4,446) 4,146 (1,039)

Ms L Sanders, Mr C Castle and Ms J Hatchwell are Directors of Chatham Rock Phosphate Ltd and are
also commonly Directors in Widespread Ltd. The loan was interest free and repayable on demand.

Commitments

Licence work commitments

The Company has the following indicative expenditure commitments at balance date (being minimum
work requirements under the Company’s minerals mining permit and minerals prospecting licence).
The Company is dependent on certain factors to be able to meet these minimum work requirements.
They are set out in Note 2(c).

Group
In thousands of dollars 2014 2013
Within one year 2,000,000 -
After one year but not more than five years 8,000,000 -
10,000,000 -

Minerals Mining Permit 55549
The Minerals Mining Permit was granted on 6 December 2013 and the minimum work program
includes within 24 months of the commencement date of the permit, the permit holder shall:

. Completion a sufficiently detailed engineering study and feasibility study to reach a
decision-to-mine milestone; and
. Submit a detailed timeline for the construction/refit of a selected vessel including the detail

timing of the commissioning and mobilisation to the Chatham Rise; and
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18. Commitments (continued)

. Complete and submit a marine operations risk review report that includes (without
limitation) a HAZID Risk Assessment Matrix, risk review of on-board processing and risk
review of planned and unplanned maintenance in various weather scenarios; and

. Either commit by notice in writing to carry out the work programme commitments set out
for the following 24 months and commence production within 48 months of the
commencement date of the permit or surrender the permit.

Minerals Prospecting Licence 50270
The Licence expired on 24 February 2014 and an application has been lodged to renew the permit.
All work commitments have been met to date.

19. Investments in controlled entities

Manmar Investments One Hundred and Six (Proprietary) Limited, is a non-operating subsidiary, which
is 100% owned by the Company and incorporated in Namibia. As the subsidiary is non-operating and
has neither an asset nor a liability these financial statements have been prepared for the parent
Company only as there would be no difference if consolidated financial statements were prepared.

20. Subsequent events

On 23 April 2014, the Company announced the completion of a fully underwritten Rights Issue.
Eligible shareholders could participate in the new shares pursuant to a 1 for 10 renounceable rights
offer at $0.15 cents per share. The Rights Issue has resulted in the issue of 10,751,839 ordinary
shares and has raised $1,612,800 before costs and expenses.

On 29 April 2014, the Company announced that it had issued the Rights issue shortfall of 3,670,690
ordinary shares to the underwriter and its sub-underwriters at the offer price of $0.15 cents per share.

As previously advised, the Company intends to undertake a capital raising and secondary listing on
London’s AIM market. The Company intends to raise approximately NZ$8 million through this capital
raising. The Company is working through due diligence requirements associated with the capital
raising and AIM listing and it is intended that the offering will commence in June 2014.

On 15 May 2014, the Company announced that it had filed its formal marine consent application to

the Environmental Protection Authority. Should it be accepted as complete, the six-month formal
process is expected to lead to a decision in November.
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Independent auditor’s report
To the shareholders of Chatham Rock Phosphate Limited

Report on the financial statements

We have audited the accompanying financial statements of Chatham Rock Phosphate Limited
("the company") on pages 4 to 31. The financial statements comprise the statement of
financial position as at 31 March 2014, the statements of comprehensive income, changes in
equity and cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

Directors' responsibility for the financial statements

The directors are responsible for the preparation of financial statements in accordance with
generally accepted accounting practice in New Zealand that give a true and fair view of the
matters to which they relate, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material
misstatement whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing (New
Zealand). Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the company’s preparation of the financial statements
that give a true and fair view of the matters to which they relate 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 company's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates, as well as evaluating the presentation of the financial statements.

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

Other than in our capacity as auditor we have no relationship with, or interests in, the
company.



Opinion

In our opinion the financial statements on pages 4 to 31:

e comply with generally accepted accounting practice in New Zealand;
e comply with International Financial Reporting Standards;

e give a true and fair view of the financial position of the company as at 31 March 2014
and of its financial performance and cash flows for the year then ended.

Emphasis of matter

We draw attention to Note 2.c) to the financial statements which indicates that the company’s
ability to undertake operations is reliant on the approval of the required Marine Consent and
the ability to raise further capital to meet the costs associated with the Marine Consent
application process and future operational mining and overhead costs.

These conditions, along with other matters as set out in Note 2.c), indicate the existence of a
material uncertainty that may cast significant doubt about the company’s ability to continue as
a going concern.

The financial statements do not reflect adjustments that would be necessary to the
presentation and carrying amounts of assets and liabilities should the company be unable to
continue as a going concern. Our opinion is not qualified in respect of this matter

Other matter

The financial statements of Chatham Rock Phosphate Limited, for the year ended 31 March
2013, were audited by another auditor who expressed an unmodified opinion on those
statements on 30 May 2013.

Report on other legal and regulatory requirements

In accordance with the requirements of sections 16(1)(d) and 16(1)(e) of the Financial
Reporting Act 1993, we report that:

e we have obtained all the information and explanations that we have required; and

e in our opinion, proper accounting records have been kept by Chatham Rock Phosphate
Limited as far as appears from our examination of those records.

Mg

21 May 2014
Wellington



