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25.

Commitments and contingencies
Consolidated Company
30 June 2009 30 June 2008 30 June 2009 30 June 2008
$000  $000  $000  $000

Capital expenditure commitments ’ ’
Estimated capital expenditure contracted for at balance date, but not
provided for payable: : :
Not later than one year 143 1,492 ! - -

143 | 1,492 - -
Operating lease expenditure commitments
Not later than one year 194 8,794 | - | -
Later than one year, but not later than five years 304 25,441 - -
Later than five years - 26,432 ! - -

498 | 60,667 : - =
Finance lease expenditure commitments
Not later than one year - 1,698 | - -
Later than one year, but not later than five years - 462 | = -
Later than five years - - ;
Total minimum lease payments 5§ 2,160 = -
Future finance charges - (114) : - -
Lease liability - 2,046 | - =

Leases generally provide the consolidated entity with a right of renewal at which time all terms are renegotiated. Assets that are the subject of operating
leases include premises, motor vehicles and computer equipment.

Contingent liabilities
The directors draw the following contingent liabilities to the attention of users of the financial statements:
Note 25 regarding the class order between certain subsidiaries and the Company.

Related parties
A Director of the Company, Mr P J Cave, has an interest in and is a Director of Anchorage Capital Partners Pty Ltd.

The terms and conditions of any transactions with Directors and their Director related entities are no more favourable than those available,
or which might reasonably be expected to be available, on similar transactions to non-Director related entities on arm’s length basis.

The total value of the transactions during the year with Director related entities were as follows:

Consolidated Consolidated Company Company

2009 2008 2009 2008
$ , $ , $ , $

Director Director - related entity

P J Cave Anchorage Capital Partners Pty Ltd 120,000 120,000 i 120,000 : 120,000

The above amounts were paid in relation to P J Cave’s services in his
capacity as a director and are included in Directors’ remuneration in the
Directors’ Report.

Ultimate parent

Bisalloy Steel Group Limited is the ultimate parent Company.
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25. Related parties (continued)

Percentage of
equity interest

Percentage of
equity interest

held by the held by the
Consolidated entity Investment Consolidated entity Investment
Country of 30 June 2009 30 June 2009 30 June 2008 30 June 2008
Incorporation % $000 % $'000
Name of parent 5
Bisalloy Steel Group Limited Australia
Controlled entities :
Atlas Specialty Metals Pty Limited Australia = - 100.00 =
Bisalloy Steels Pty Limited Australia 100.00 | 3,801 | 100.00 | 3,801
PT Bima Bisalloy Indonesia 60.00 | A 1,083 | 60.00 | A 1,083
Atlas Specialty Metals Limited New Zealand i - 100.00 * 891
Gilbert Lodge NZ Limited New Zealand = - 100.00 *2
Bisalloy Steel Services Pty Limited / Australia 100.00 | - 100.00 | -
Bisalloy Asia Pte Limited Singapore 100.00 - 100.00 | -
Stainless Bar Co Pty Limited Australia 100.00 | #630 | 100.00 | #1630
Bisalloy Holdings (Thailand) Co Ltd Thailand 85.00 | 510 | 85.00 | 510
Bisalloy (Thailand) Co Limited Thailand 85.00 | +599 | 100.00 | +599
NZ Tube Mills Limited New Zealand - i 100.00 o -
Exhaust Systems (Australia) Pty Ltd Australia 100.00 | 100.00 | -
Atlas Metal Processors Pty Ltd Australia = | * 5,600

*

> @ + F D

Formerly Atlas Alloys Pty Limited

Investments are held by Atlas Specialty Metals Pty Limited
Investment is held by Bisalloy Steels Pty Limited
Investment is held by Atlas Alloys Pty Limited

Investment is held by Bisalloy Holdings (Thailand) Co Limited
Investment is held by Atlas Specialty Metals Limited

100.00

Entities subject to class order relief

Pursuant to Class Order 98/1418, relief has been granted to Bisalloy Steels Pty Limited from the Corporations Act 2001 requirements for preparation,
audit and lodgement of their financial reports. As a condition of the Class Order, Bisalloy Steel Group Limited and Bisalloy Steels Pty Limited (the “closed”
Group) entered into a Deed of Cross Guarantee on the 18™ April, 2002. The effect of the deed is that Bisalloy Steel Group Limited has guaranteed to pay
any deficiency in the event of winding up of either controlled entity. The controlled entities have also given a similar guarantee in the event that Bisalloy
Steel Group Limited is wound up.



25. Related parties (continued)
The consolidated Income Statement and Balance Sheet of the entities which are members of the “Closed Group” are as follows:

Consolidated Income Statement

Profit from continuing operations before income tax
Income tax expense

Profit after income tax from continuing operations

Loss after income tax from disposal group held for sale
Loss after tax of Closed Group

Retained earnings at the beginning of the year
Dividends provided for or paid

Retained profits at the end of the year

Consolidated Balance Sheet
Current assets

Cash and cash equivalents
Trade and other receivables
Inventories

Derivative financial instruments
Tax assets

Other financial assets

Assets of disposal group classified as held for sale
Total current assets

Non-current assets

Trade and other receivables

Investments

Property, plant and equipment

Other financial assets

Deferred tax assets

Total non-current assets

Total assets

Current liabilities

Trade and other payables
Interest bearing liabilities
Provisions

Income tax payable

Derivative financial instruments

Liabilities directly associated with assets of disposal group classified as held for sale
Total current liabilities

Non-current liabilities

Trade and other payables

Interest bearing liabilities

Provisions

Total non-current liabilities

Total liabilities

NET ASSETS

Shareholders’ equity
Contributed equity

Retained profits

TOTAL SHAREHOLDERS’ EQUITY

Closed Group

Closed Group

30 June 2009 30 June 2008
$000 $000
27,733 | 25,778
(7,200) 8,413
20,633 | 17,365
(41,794) | (63,925)
(21,261) | (46,560)
(36,918) | 11,175
- (1,533)
(58,179) | (36,918)
1122 | 899
8148 | 30,746
18,934 | 3,202
- 944
- 1,102
247 | 19
28451 | 37,002
- 133,137
28,451 | 170,139
6,699 | 13,232
837 | 5,155
11272 | 10928
355 | -
1,156 | 743
20,319 | 30,058
48,770 | 200,197
7,827 | 20,276
34,684 | 117,795
1,023 | 1,703
2422 | :
: 295
45,956 | 140,069
- 55,046
45,956 | 195,115
- 889
366 | 178
366 | 1,067
46,322 | 196,182
2,448 | 4,015
60,627 | 40,933
(58,179) | (36,918)
2,448 | 4,015
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Related parties (continued)
The following table provides the total amount of transactions that were entered into between the Company and the Group:
Interest and
management
fees to Amounts owed  Amounts owed
related parties  Capital raised Other Debt forgiven by related parties to related parties
$000 000  $000 $000  §0OOO  $000
Company i
Atlas Specialty Metals Pty Limited 2009 835 | - (5,524) | (29,850) - -
2008 2,119 | - (1,267) - 34,539 | -
Bisalloy Steels Pty Limited 2009 - | 19,694 | 1307 | . 21,001 | :
2008 - - | - | :
Bihaust Systems (Australia Pty Ltd 2009 - - - N 5,543 | .
2008 - - - (102) | 5,543 |
Bisaloy Asia Pte Limited 2009 - | - - | N 839 |
2008 = = = = 839 |
Bisalloy (Thalland) Co Limited 2009 - | - - | -
2008 - - (106) i ‘

Terms and conditions of transactions with related parties
Sales to and purchase from related parties are made in arm’s length transactions both at normal market price and on normal commercial terms.
Outstanding balances at year-end are unsecured.

During 2009, the Company charged interest to Altas Specialty Metals Pty Limited on the loan owed at a rate of 5.66% base / 1.45% margin, charged to
the intercompany loan balance on a monthly basis. This loan was forgiven as part of the Distribution business sale with interest charged up to the date of
sale. At 30 June 2008, the Company recognised a provision for doubtful debts of $34.5m relating to this intercompany loan.

During 2009 the Company completed a capital raising to support working capital of continuing operations. Net proceeds totalling $19.7m were provided to
the Company’s Australian operating subsidiary, Bisalloy Steels Pty Limited.

During 2007, the Company recognised a provision for doubtful debts of $5.6m relating to an intercompany loan to Exhaust Systems (Australia) Pty Ltd, a
discontinued operation. A write back of $102k was taken in 2008, reducing the provision for doubtful debts relating to this intercompany loan to $5.5m.
This position remains unchanged in 2009.

During 2008, the Company recognised a provision for doubtful debts of $839k relating to an intercompany loan to Bisalloy Asia Pte Limited, a dormant
entity. This position remains unchanged in 2009.

Events after the balance date

Subsequent to balance date a waiver of certain banking covenants was obtained for breaches up to August 2009. Covenants from this date have been
re-based. Refer to Note 2(b).

On 31 August 2009, the Company announced a placement of 28m ordinary shares to existing and new sophisticated investors at $0.175 per share, raising
$4.9m of equity capital.



27. Auditor’s remuneration
The auditor of Bisalloy Steel Group Limited is Ernst & Young.

Consolidated Company
Year ended Year ended Year ended Year ended
30 June 30 June 30 June 30 June
2009 2008 2009 2008
$000 . $'000 $'000 $000
Amounts received or due and receivable by Ernst & Young (Australia) for: ’
— anaudit or review of the financial report of the entity and any other entity g g
in the consolidated Group 205 687 -
—  tax compliance and advice 144 | 239 | -
—  assurance related 5 - ;
- other 133 | 28 | -
Amounts received or due and receivable by related practices of Ernst & Young ' ’
(Australia) for:
— anaudit or review of the financial report of any other entity in the ; i
consolidated Group 49 137 ¢ 3
531 i 1,091 ! 3
28. Key management personnel remuneration disclosures
(a) Details of key management personnel
()  Directors
P J Cave Non-executive Chairman
R Grellman Non-executive Director
G Pettigrew Non-executive Director
K Godson Non- executive Director (retired as Managing Director 6 November 2008)
R Terpening Managing Director (appointed 6 November 2008, previously General Manager — Bisalloy Operations)
(i) Executives
M Matoricz Chief Financial Officer and Company Secretary (appointed 1 January 2009)
J Reid Retired as Chief Financial Officer 1 January 2009
D Cleland Retired as Company Secretary 20 February 2009
A Luxton Retired as Chief Operating Officer — Distribution 5 November 2008
J McGrath Retired as Group Manager — Human Resources 5 November 2008
P Norman Transferred with Distribution business on 5 November 2008
(b) Compensation of key management personnel
Consolidated Company
2009 2008 2009 2008
$ , $ , $ , $
Short-term 1,992,418 | 2,596,501 | 120,000 | 120,000
Termination 946,782 | 125,000 | . }
Post employment 164,060 | 215,217 | -
Share based 3,744 49,443 - -
Total 3,107,004 : 2,986,161 | 120,000 ; 120,000
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28. Key management personnel remuneration disclosures (continued)

(c) Shares issued on exercise of performance rights

No shares were issued to key management personnel on the exercise of performance rights during the year.

(d) Performance rights holdings of key management personnel

Balance at Granted as Balance at 30 Vested and

1 July 2008 remuneration Rights exercised Forfeited June 2009 exercisable Unvested
Executives
R Terpening 90,000 - - - 90,000 7,500 82,500
A Luxton 250,000 - = (250,000 - - =
J Reid 250,000 - - (250,000 > - =
J McGrath 45,000 - = (45,000 - - =
P Norman 45,000 - - (45,000) = =
D Cleland 90,000 = = (90,000 - = =

770,000 - - (680,000) 90,000 7,500 82,500

(e) Shareholdings of key management personnel

Balance at Rights Issue Balance at

1 July 2008 Allotment Other 30 June 2009
Directors
P J Cave 3,773,090 3,018,473 - 6,791,563
K Godson 3,289,084 2,631,268 = 5,920,352
R Grellman 115,813 92,651 = 208,464
G Pettigrew 28,124 22,500 - 50,624
R Terpening 306,367 245,094 = 551,461
Executives
M Matoricz = = = =
A Luxton 10,000 8,000 - 18,000
J Reid - - - -
J McGrath 2,000 - (2,000 -
P Norman 546,751 477,404 128,000 1,152,155

8,071,229 6,495,390 126,000 14,692,619

Shareholdings include shares held personally and/or as beneficiaries of personal superannuation funds.



Directors’ Declaration

In the opinion of the directors of Bisalloy Steel Group Limited:

(@ the financial report and the additional disclosures included in the Remuneration Report section of the Directors’ Report designated as audited of the
Company and of the consolidated entity are 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 2009 and of their performance for the year
ended on that date; and

(i)  complying with Accounting Standards and Corporations Regulations 2001; and
(o) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and payable.

This declaration has been made after receiving the declaration required to be made to the directors in accordance with section 295A of the Corporations Act
2001 for the financial period ending 30 June 2009.

In the opinion of the directors, as at the date of this declaration, there are reasonable grounds to believe that the members of the Closed Group identified in note
25 will be able to meet any obligations or liabilities to which they are or may become subject by virtue of the Deed of Cross Guarantee.

Signed in accordance with a resolution of the directors.

- - -
CC;;FF-—-—7
Robert Terpening

Managing Director

25 September 2009
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Independent auditor’s report to the members of Bisalloy Steel Group
Limited

Report on the Financial Report

We have audited the accompanying financial report of Bisalloy Steel Group Limited, which comprises the
balance sheets as at 30 June 2009, and the income statements, statements of changes in equity and cash
flow statements 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 year’'s end or from time to time during the financial 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 the 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 2, the
directors also state that the financial report, comprising the financial statements and notes, complies with
International Financial Reporting Standards as issued by the International Accounting Standards Board.

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 our judgment, including the assessment of the risks of
material misstatement of the financial report, whether due to fraud or error. In making those risk
assessments, we consider internal controls 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 controls. 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 met the independence requirements of the Corporations Act 2001. We
have given to the directors of the company a written Auditor’'s Independence Declaration, a copy of which
is included in the directors' report. In addition to our audit of the financial report, we were engaged to
undertake the services disclosed in the notes to the financial statements. The provision of these services
has not impaired our independence.

Liability limited by a scheme approved
under Professional Standards Legislation



Audit Report

H||||HH|H|||III"”"ilIERNST&YOUNG

Auditor’s Opinion

In our opinion:

1. the financial report of Bisalloy Steel Group Limited is in accordance with the Corporations Act
2001, including:

i giving a true and fair view of the financial position of Bisalloy Steel Group Limited and the
consolidated entity at 30 June 2009 and of their performance for the year ended on that
date; and

ii  complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001.

2. the financial report also complies with International Financial Reporting Standards as issued by the
International Accounting Standards Board.

Report on the Remuneration Report

We have audited the Remuneration Report included on pages 15 to 19 of the directors’ report for the year
ended 30 June 2009. 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 Bisalloy Steel Group Limited for the year ended 30 June 2009,
complies with section 300A of the Corporations Act 2001.

k. ’
___.-;" e ;..-'__'....__.1:-
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Ernst & Youﬁ.q_,»"'.

A

Trent van Veen
Partner

Sydney

25 September 2009
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ASX Additional Information

Additional information required by the Australian Stock Exchange Ltd and not shown elsewhere in this report is as follows.
The information is current as at 22nd September, 2009.
Ordinary Shares

Number of Holders ~ Number of Shares
Distribution of equity securities i

The number of shareholders, by size of holding in each class of share are: g
1-1,000 370 | 246,330

1,001 — 5,000 997 3,012,549
5,001 — 10,000 618 4,964,119
10,001 — 100,000 895 26,418,882
100,001 and over 109 | 181,814,085
Total 2,989 : 216,455,965
The number of shareholders holding less than a marketable parcel of shares based on a share price of

$0.225 at the date of this report are 707 803,136

Listed Ordinary Shares

Number of Shares % of Ordinary Shares
Twenty largest shareholders i

The names of the twenty largest holders of quoted shares are: g
1. ANCHORAGE (BSG) PTY LIMITED 33,536,861 15.49%

2. BALRON NOMINEES PTY LIMITED 30,095,112 i 13.90%
3. RBC DEXIA INVESTOR SERVICES 25,795,308 11.92%
4. PROSPECT CUSTODIAN LIMITED 16,337,620 7.55%
5. NATIONAL NOMINEES LIMITED 7,454,041 3.44%
6. INTERB INVESTMENTS PTY LIMITED 6,791,563 3.14%
7. CONTANGO NOMINEES PTY LIMITED 5,596,427 2.59%
8. CLYDE BANK HOLDINGS (AUST) PTY LIMITED 5,340,408 2.47%
9. ANZ NOMINEES LIMITED 5,013,783 2.32%
10. SILVERSTREET PTY LIMITED 3,884,646 1.79%
11, CITICORP NOMINEES PTY LIMITED 2,508,148 1.16%
12. SPINITE PTY LIMITED 2,394,700 1.11%
13. MR KYM BRENTON GODSON 2,149,699 0.99%
14. BALPIE PTY LIMITED 2,000,000 0.92%
15. DAVID BALKIN 1,857,950 0.86%
16. SMALLER HOLDINGS PTY LIMITED 1,455,451 0.67%
17. KILCONQUHAR SUPERANNUATION 1,153,155 0.53%
18. ROFUBU PTY LIMITED 1,000,000 0.46%
19, MR RICHARD NOEL LILLY 803,940 0.37%
20. INVESTMENT CUSTODIAL SERVICES 735,027 0.34%
Fully Paid

Number of shares %
Substantial Shareholders: i

The names of substantial shareholders who have notified the Company in accordance with section 671B of
the Corporations Act 2001 are:

David Balkin, Mr Peter Smaller, Mirond Holdings Pty Ltd, Smaller Holdings Pty Ltd, Balron Nominees Pty Ltd 39,350,384 18.18

Anchorage (BSG) Pty Limited and Mr Phillip Cave 40,328,424 i 18.63
Investors Mutual Limited 25,795,308 11.92
Prospect Custodian Limited 16,337,620 7.55

121,811,736 ! 56.28
Voting Rights:

Al ordinary shares carry one vote per share without restriction.

Use of Cash:

The Company has used the cash and assets in a form readily convertible to cash that it had at the time of
admission in a way consistent with its business objectives.
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