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DIRECTORS’ REPORT

Your directors present their report together with the financial statements of MCB Resources Limited (formerly Kalia Limited)
(Company) and the entities it controlled (Group) for the financial year ended 30 June 2020. In order to comply with the
provisions of the Corporations Act 2001, the directors report as follows:

Directors

The names of directors who held office during or since the end of the year and until the date of this report are as follows.
Directors were in office for this entire period unless otherwise stated.

The Hon. David Johnston B.Juris LLB
Non-Executive Chairman Appointed 28 September 2017

The Honourable David Johnston, former Senator, practiced law in Kalgoorlie, Western Australia specialising in mining
conveyancing and tenement disputation. He practiced in Western Australia for 20 years before being elected to the Australian
Parliament as a Senator for Western Australia. Mr Johnston was in Parliament for 14 years, and during that time was the
Minister for Justice and Customs, the Shadow Minister for Minerals Energy and Tourism, the Shadow Minister for Defence
and then the Minister for Defence. Mr Johnston is not, nor has he been, a director of any other listed entities in the three years
immediately before the end of the current financial year.

Mr Michael Johnston BSc, MScHons, AusIMM (Fellow)
Executive Director Appointed 22 July 2019

Mr Michael Johnston has extensive experience in PNG, having been Technical Services Manager at the giant Porgera Gold
Mine during the 1990’s, then General Manager of Placer Dome’s exploration for all of Australia and Asia Pacific in the early
2000’s. Most recently Mr Johnston was President and CEO of Nautilus Minerals, where he managed the development of the
world’s first publicly listed (TSX) sea floor mining company and was responsible for raising over A$300 million in finance. Mr
Johnston is not, nor has he been, a director of any other listed entities in the three years immediately before the end of the
current financial year.

Mr Sean O’Brien AdvDip Accounting (RMIT University Melbourne)
Non-Executive Director Appointed 11 May 2018

Mr Sean O’Brien has experience in finance and general management across a broad range of primary industries. Mr O’Brien
has extensive experience overseeing a portfolio of listed and unlisted investments including many in the natural resources
sector. Mr O’Brien is currently a Director of Remasys Pty Ltd, a managed services software business based in Australia. Mr
O’Brien is not, nor has he been, a director of any other listed entities in the three years immediately before the end of the
current financial year.

Mr Jonathan Reynolds BCom (Hons), CA, F FIN
Non-Executive Director Appointed 22 July 2019

Mr Jonathan Reynolds has more than 25 years’ experience across a range of sectors, mostly in financial management roles
having held the position of finance director, chief financial officer and company secretary with a number of listed entities.
Previously, he was a senior manager with an international firm of chartered accountants. He is a member of the Institute of
Chartered Accountants in Australia, a fellow of the Financial Services Institute of Australasia and holds a Bachelor of
Commerce (Honours) degree. Mr Reynolds is, or has been, a director of the following listed entities in the three years
immediately before the end of the current financial year:

=  Allegiance Coal Ltd (August 2016 to present)

Mr. Terry Larkan BCompt.MBA FGIA FCIS FCPA (Aust.)
Managing Director Appointed 26 October 2017, Resigned 9 August 2019

Mr Terry Larkan has over 30 years mining finance and general management experience in Australasia, Africa and the
Americas. Mr Larkan’s previous roles include a director of Bellzone Mining, partner with Ernst & Young (Australia) and vice-
president with Barrick Gold based in Toronto. Mr Larkan is not, nor has he been, a director of any other listed entities in the
three years immediately before the end of the current financial year.

Mr. Peter Batten BSc Geology MAusIMM
Technical Director Appointed 9 January 2018, Resigned 5 August 2019

Mr Peter Batten is a geologist with 35 years of experience in the resources industry as a geologist, mine manager and
consultant and has worked on nickel, gold, graphite, uranium and iron ore focussed projects. Mr Batten has worked in
Bougainville, Australia, Botswana, Argentina, Guinea, Indonesia, Namibia, New Zealand, South Africa, Sweden, USA and
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Zimbabwe. Mr Batten is not, nor has he been, a director of any other listed entities in the three years immediately before the
end of the current financial year.

Company Secretary

Ms Catherine Grant-Edwards and Ms Melissa Chapman
Appointed Joint Company Secretary 20 May 2019

Ms Catherine Grant-Edwards (BCom, Chartered Accountant (CA)) and Ms Melissa Chapman (BCom, Certified Practicing
Accountant (CPA), AGIA/ACIS, GAICD) were appointed as Joint Company Secretary on 20 May 2019. Ms Grant-Edwards
and Ms Chapman are directors of Bellatrix Corporate Pty Ltd (Bellatrix), a company that provides company secretarial and
accounting services to a number of ASX listed companies. Between them, Ms Grant-Edwards and Ms Chapman have over
30 years’ experience in the provision of accounting, finance, and company secretarial services to public listed resource and
private companies in Australia and the UK, and in the field of public practice within external audit.

Director interests in the shares and options of the Company

The following relevant interests in shares and options of the Company were held by the directors in office as at the date of
this report.

Number of options over ordinary
Directors Number of fully paid ordinary shares shares

The Hon. Mr David Johnston 186,793 -
Mr Michael Johnston - -
Mr Sean O’Brien - -
Mr Jonathan Reynolds - -

Dividends

No dividends have been paid or declared since the start of the financial year and the directors do not recommend the payment
of a dividend in respect of the financial year.

Principal Activities

The principal activity of the entities within the Group during the year was mineral exploration with a focus on copper / gold in
Bougainville, Papua New Guinea.

Other than as disclosed above, there have been no significant changes in the nature of that activity during the year.
Significant changes in the state of affairs

As noted in the Review of Operations, in December 2019 the Bougainville Government Department of Minerals and Energy
Resources (DOMER) issued a notice suspending the Company’s ability to conduct geological activities on its exploration
licences. As a consequence, the Company sought a voluntary suspension of trading of its securities on the ASX. Both these

suspensions remain in place at the date of this report.

There have been no other significant changes in the Company’s state of affairs during the year.
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Review of operations

Toremana Project (interest 75%)

The Company, through Toremana Joint Venture Limited (TJV) (incorporated in PNG on 1 August 2018 as an incorporated
Joint Venture), manages two Exploration Licences (ELs) on the northern end of the island of Bougainville, Autonomous Region
of Bougainville, Papua New Guinea.

TJV is 75% owned by the Group, with the remaining 25% being held by Toremana Resources Limited (Toremana), a
registered landowner association.

The two ELs, ELO3 and ELO4, were both granted on 15 November 2017 for an initial term of three years, expiring 14 November
2020, and cover a combined area of 1,704 km?. As detailed below, the Company is seeking to renew the licences beyond 14
November 2020.

Bougainville Island sits within the “Pacific Rim of Fire” and is considered prospective for intrusive related porphyry copper/gold
and epithermal gold deposits. The wider region includes several world class intrusion related copper/gold and gold deposits,
including the Panguna Mine, situated approximately 100km south of the TJV tenements.

The Company was deeply saddened by the death of Company geologist Mr Terry Win Kilya in December 2019, following an
attack by armed individuals on Mr Win Kilya’s exploration team. The Company extends its deepest sympathy to Mr Win Kilya’'s
family and is hopeful that those responsible will be brought to justice in the near future.

During the year the Company has:

= completed a total of ten field trips at Aita-Turiviki, Melilup, Teosrii-Teoveane, Kunai Hills, and Kaskurus;

= refined the focus of field work to the 9 “Priority 1” targets identified by Fathom Geophysics, clustered on the “rim” of
the large Upper Ramazon Geochemical Anomaly;

= released mapping and assay results in respect of the Melilup Prospect;

= commenced work to establish a field camp ‘operational base’ at the Melilup Prospect to support an accelerated
program of geological mapping, rock chip sampling, and ground geophysics; and

=  continued with community engagement and the development of a dedicated community relations team.

Following Mr Win Kilya’s death, in December 2019 the Bougainville Government Department of Minerals and Energy
Resources (DOMER) issued a notice suspending the Company’s ability to conduct geological activities on its exploration
licences. As a consequence, the Company sought a voluntary suspension of trading of its securities on the ASX. Both these
suspensions remain in place at the date of this report.

At Melilup, prior to the Bougainville Government suspension, field work progressed up the Ramazon River, defining a porphyry
copper alteration pattern transitioning from outer propyltic (chlorite-pyrite-epidote-+/-magnetite) with increasing magnetite
towards inner propylitic and locally weak potassic alteration (chlorite-pyrite-epidote-magnetite+/-k-felspar) as the team
approached Fathom target 1. Assay results indicate broad weak copper and gold mineralisation, up to 0.13% Cu and 0.33 g/t
Au, with best grades occurring within NW trending sub-vertical fracture zones.

At Teosiri-Teoveane, low grade gold anomalism (~ <0.5 g/t Au) is associated with epithermal style alteration and potentially
fertile fractionated intrusives. Additional work is warranted after further detailed review of results.

At Aita, the broad zone of low grade copper anomalism reported previously was resampled and extended slightly both north
and west, prior to access being denied (refer ‘Community’ section for details). Late flows and intrusives further complicate the
geology in this region. Additional work is planned once access is secured.

Initial sampling at Turiviki showed weak anomalism from mostly high level epithermal alteration associated with a major late
fault. Additional work is planned as part of the Aita program.

Results from Kunai Hills and Kaskurus indicate that there is no significant mineralisation or developed alteration at these two
prospects, and no further work is planned.

Community

The Company continued working with landowners during the year, focusing on providing awareness and educating villagers
about the exploration/mining process, and to seek approval to access sites.

Restructuring of the Tore Joint Venture commenced in the year. Landowners are currently voting for representatives for each
of the eight landowner associations (LOA), with the new board to have a representative from each LOA. The objective is to
make the TJV board more directly representative of the landowner associations and assist with information flow, consultation,
and access requirements.
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The Bougainville referendum vote occurred in November 2019. The final vote showed 98% of those who voted supported
independence of some sort. The Company suspended field work during the initial voting period, recommencing work when
landowners invited the Company back onto their land once they had completed voting.

The death of Mr Terry Win Kilya on 12 December 2019 saw the Company undertake the recovery of his body, and its return
to his village in Enga, Papua New Guinea, in accordance with custom. The Company also provided assistance to the family
for travel and accommodation and made a significant “bel kol” (customary compensation) payment. The Company has also
been working closely DOMER, local police and landowners, with a view to identifying and arresting those responsible for this
terrible act. The police investigation and operation are still ongoing at the date of release of this report.

On 17 December 2019, DoMER served the Company with a notice requiring it to suspend exploration/geological field work
within its two exploration permits. The Company continues to co-operate with Bougainville authorities and landowners in its
endeavour to have this suspension lifted as soon as possible, to enable it to continue with its business activities.

Health and Safety
The following health and safety initiatives have been undertaken:

= The company has developed a comprehensive risk register and Crisis Management procedures in 2020, with
detailed Standard Operating Procedures developed to address all major risk identified.

= All high potential risks are reported to and tracked by the board.

=  First aid training has been completed (planned for late this week) for all personnel.

= The company continues to use ISOS as its health and safety advisor, and to provide training and emergency
evacuation capability as and when required.

= The company has also begun investing in regular medical “patrols” with a focus on the treatment of preventable
diseases and child/maternal health in isolated regions within the companies tenements.

BOUGAINVILLE GENERAL ELECTION

During the June 2020 quarter, the Electoral Commission of the Autonomous Bougainville Government announced the
schedule for the 2020 Bougainville General Election. Voting took place during the period 12 to 30 August 2020, with results
announced in September 2020.

The Bougainville people have elected a new President, following the former President serving two terms and being ineligible
to stand again. The result will also likely see a new Bougainville Executive Council (BEC), and a number of new Ministers.

The Company looks forward to working with the incoming President and new Ministers, for the benefit of all Bougainvillians.

COVID-19 IMPACT

The state of emergency (SOE) announced for Papua New Guinea (PNG) and the Autonomous Region of Bougainville (ARB)
in mid-March 2020 led to a suspension of all Company activities, including landowner liaison, travel, field and office activities.
In mid-April the SOE was extended further until 14 June 2020, and then again out to mid-August. The SOE procedures will
lead to extended timelines and delays to planned activities, including drilling. The Company has taken a number of steps to
significantly reduce operating costs during this period, including salary reductions, redundancies, and ceasing of all field
activities and travel.

The first signs of community transmission in Port Moresby (POM) occurred on 23 July 2020. Subsequent to this, on 30 July
the first instance of COVID-19 was reported in Bougainville, through a 22 year old student returning to central region from
POM. This is a major concern and has lead to a re-tightening of SOE rules in both POM and Bougainville, in particular the
reimposition of travel restrictions. This will have a major impact on the Company, and seriously impacts its ability to get
professional staff back into the field, and plan and restart work programs.

The Company’s primary aim once the SOE ends is to get the suspension of field activities lifted so that an operational base
and security/police presence can be established at Melilup Prospect, and preparation for drilling can be advanced. Once the
field camp is established a program of detailed mapping, sampling and ground geophysics will commence across the wider
prospect area to allow drill targeting and the commencement of drilling. SOE “lock down” and restrictions, and the need for
ground-based geophysics to support drill targeting (due to very poor outcrop and dense tropical jungle), means drilling will
now not commence until late H1 2021 at the earliest. This timeline will be subject to the lifting of SOE travel restrictions shortly
after the general election is completed, lifting of the Company’s exploration suspension, and the ability to access suitable
contractors to perform the ground based geophysics and drilling that the Company requires.

During Q3 2020 the Company has submitted variation reports for expenditure and work activities on both ELO3 and ELO4,
reflecting the impact of the SOE restrictions and licence suspensions. The Company submitted renewal applications for both
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Exploration Licences in late July, well before the prescribed renewal periods. At the date of this report, the licence renewals
are proceeding through the regulatory process.

Financial Review

The Group recorded a net loss after tax of $3,245,143 for the financial year ended 30 June 2020 (2019: $707,004). The cash
balance at the end of the financial year was $46,234 (2019: $2,644) and a total of $6,800,000 (2019: $4,250,000) in funds
have been drawn from the Company’s loan facility (Facility) with Tygola Pty Ltd (Tygola). At 30 June 2020, the Company
has access to a further $2.2 million funding under its Facility arrangements with Tygola.

Corporate
Board restructure

The following board changes occurred during the year:
=  Mr Michael Johnston was appointed as an Executive Director on 22 July 2019;
=  Mr Jonathan Reynolds was appointed as a Non-Executive Director on 22 July 2019;
=  Mr Peter Batten resigned as Technical Director on 5 August 2019; and
=  Mr Terrence Larkan resign as Managing Director on 9 August 2019.

Annual General Meeting

The Company’s annual general meeting was held on 29 November 2019 (AGM). All AGM resolutions were approved by
shareholders.

Funding

At 30 June 2020, the Company had in place four facilities with Tygola. A summary of the loan arrangements in place at this
date were:
=  Facility 1, a $3.0 million secured loan facility, repayable on 30 September 2020;
=  Facility 2, a $1.5 million secured loan facility, repayable on 30 September 2020;
= Facility 3, a $1.5 million unsecured loan facility, repayable on 30 September 2020; and
=  Facility 4, a $3.0 million unsecured loan facility, repayable on 30 September 2020,
(together, providing a Total Facility of $9.0 million due for repayment on 30 September 2020).

All loans bear an interest rate of 10% per annum and attract a facility fee of 5% on draw downs. All loans are repayable in
cash, save for Tygola having the option of converting into shares $1.0 million of Facility 2 at $0.40 per ordinary share. The
conversion option is fixed for fixed and the equity component is not material.

At 30 June 2020, a total of $6.8 million has been drawn down from the Total Facility, leaving a total balance of $2.2 million
available under Facility 4, subject to the terms of the facilities.

On 29 September 2020, the Borrower (being MCB Resources) and the Lender (being Tygola) have agreed in principle to a
further loan of $1.5 million (Facility 5), a loan extension and repayment schedule whereby the full loan amounts (Facilities 1
through 5) will convert to equity over a prescribed timeframe as part of the Company’s recapitalisation strategy. MCB
Resources and Tygola are working in good faith to resolve a clear path forward, to define the terms of conversion, and to
finalise detailed documentation.

The parties are unable to extend the 30 September 2020 repayment term in accordance with the loan agreements unless and
until the Borrower seeks and obtains the approval of its shareholders under ASX Listing Rule 10.1 at a general meeting
(General Meeting). The Borrower intends to convene a General Meeting as soon as possible, but no later than 31 December
2020. The Lender has provided comfort to the Borrower that it will not take action to enforce its first ranking security until such
time as the General Meeting has been held, or 31 December 2020, whichever is the sooner. Despite the indication that it will
take no action, all of the Lender’s rights and remedies under or in relation to the Loan Agreements and General Security Deed
are expressly reserved, and provisions under the Loan Agreements remain in full force and effect.

At the date of release of this report, the Company has fully drawn down Facilities 1, 2 and 3, and a portion of Facility 4 for a
total of $7.4 million, leaving a total of $3.1 million available under Facilities 4 and 5.
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Legal

On 16 November 2017 the Company announced that it had been named as a defendant in legal action brought by various
plaintiffs, including ASX quoted company RTG Mining Inc. The Company has been defending the claims made against it and
believes they are without merit. All parties to the action have been referred for mediation.

On or about 11 June 2020, a small group from within Toremana Resources Limited, the Company’s Joint Venture Partner,
made a filing at Waigani Court PNG seeking relief and unspecified damages against the group. The Company notes that the
group of disgruntled representatives have failed to follow the Joint Venture dispute mechanism, as defined in the Joint Venture
documents. Furthermore, the company is advised that the case is unlikely to move forward to trial as the pleadings are poorly
constructed, and the relief being sought is not easy to get.

Change of address and phone number

During the year, the Company changed its principal place of business, registered office address, and telephone number.
Refer ‘Corporate Information’ for current details.

Change of company name and new ASX code

As announced on 7 February 2020, the Company changed its nhame from Kalia Limited to MCB Resources Limited.
Shareholder approval for the name change was obtained at the Company’s AGM. The change of company name process
has been completed with the Australian Securities and Investments Commission and as from the commencement of trading
on Friday, 7 February 2020, the change of Company name on the ASX took effect and the ASX Code was changed from
“KLH” to “MCB.”

Consolidation of securities

As approved by shareholders at the Company’s AGM, the Company completed a consolidation of its issued capital on a 1 for
100 basis (Securities Consolidation). Trading of securities on a post-consolidation basis commenced on 13 December
2019.

Settlement with former director

On 25 March 2020, the Company announced that it has reached agreement to settle claims by former director Mr Terry
Larkan in connection with his employment. Pursuant to the terms of the settlement, Mr Larkan received payment of $29,893
in cash and was issued 550,000 ordinary shares (subject to voluntary escrow for a period of twelve months from the date of
issue).

Securities

Movement in shares during the year included:
=  Securities Consolidation of 2,514,347,392 shares into 25,143,552 shares
= Issue of 550,000 shares (refer ‘Settlement with former director' above)
= Issue of 1 share in relation to the expiry of the Class A performance shares (see below) (formal issue of this security
is pending at the date of release of this report)

Movement in performance shares during the year included:
= Securities Consolidation of a total of 500,000,000 performance shares into 5,000,000 performance shares (Class A
and Class B)
= Lapse of 2,500,000 performance shares (Class A) upon expiry date of 1 June 2020, converting, in accordance with
its terms, into one ordinary share.

Movement in unlisted options during the year included:
=  Securities Consolidation of a total of 100,000,000 unlisted options into 1,000,000 unlisted options (various classes)

Significant events after balance date

Funding

On 29 September 2020, the Borrower (being MCB Resources) and the Lender (being Tygola) have agreed in principle to a
further loan of $1.5 million (Facility 5), a loan extension and repayment schedule whereby the full loan amounts (Facilities 1
through 5) will convert to equity over a prescribed timeframe as part of the Company’s recapitalisation strategy. MCB
Resources and Tygola are working in good faith to resolve a clear path forward, to define the terms of conversion, and to
finalise detailed documentation.

The parties are unable to extend the 30 September 2020 repayment term in accordance with the loan agreements unless and
until the Borrower seeks and obtains the approval of its shareholders under ASX Listing Rule 10.1 at a general meeting
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(General Meeting). The Borrower intends to convene a General Meeting as soon as possible, but no later than 31 December
2020. The Lender has provided comfort to the Borrower that it will not take action to enforce its first ranking security until such
time as the General Meeting has been held, or 31 December 2020, whichever is the sooner. Despite the indication that it will
take no action, all of the Lender’s rights and remedies under or in relation to the Loan Agreements and General Security Deed
are expressly reserved, and provisions under the Loan Agreements remain in full force and effect.

At the date of release of this report, the Company has fully drawn down Facilities 1, 2 and 3, and a portion of Facility 4 for a
total of $7.4 million, leaving a total of $3.1 million available under Facilities 4 and 5.

Other than events noted above, there has been no additional matter or circumstances that has arisen after balance date that
has significantly affected, or may significantly affect, the operations of the Group, the result of those operations, or the state
of affairs of the Group in future financial periods.

Likely developments and expected results
The Group plans to continue to advance its exploration activities at its Toremana Project.
Environmental legislation

In the course of its normal exploration activities, the Group adheres to environmental regulations imposed on it by the various
regulatory authorities, particularly those regulations relating to ground disturbance and the protection of rare and endangered
flora and fauna.

The Group has complied with all material environmental requirements during the financial year.

The Board believes that the Group has adequate systems in place for the management of its environmental requirements
and is not aware of any breach of these environmental requirements as they apply to the Group.

Indemnification and insurance of Directors and Officers

The Company has agreed to indemnify all the directors of the Company for any liabilities to another person (other than the
Company or related body corporate) that may arise from their position as directors of the Company and its controlled entities,
except where the liability arises out of conduct involving a lack of good faith.

Remuneration report

This report, which forms part of the directors’ report, outlines the remuneration arrangements in place for the key management
personnel (KMP) of the Company for the financial year ended 30 June 2020. The information provided in this remuneration
report has been audited as required by Section 308(3C) of the Corporations Act 2001.

The remuneration report details the remuneration arrangements for KMP who are defined as those persons having authority
and responsibility for planning, directing and controlling the major activities of the Company and the Group, directly or
indirectly, including any director (whether executive or otherwise) of the parent Company.

The identified KMP of the Company during the year ended 30 June 2020 were:

= Mr David Johnston (Non-Executive Chairman)

=  Mr Michael Johnston (Executive Director) (appointed 22 July 2020)

= Mr Sean O’Brien (Non-Executive Director)

=  Mr Jonathan Reynolds (Non-Executive Director) (appointed 22 July 2020)
=  Mr Terrence Larkan (Managing Director) (resigned 9 August 2019)

=  Mr Peter Batten (Technical Director) (resigned 5 August 2019)

Remuneration philosophy

The performance of the Company depends upon the quality of the directors and executives. The Board has the authority and
responsibility for planning, directing and controlling the activities of the Company and the Group, including directors of the
company and of the senior management. Compensation levels for directors and senior management of the Group are
competitively set to attract and retain appropriately qualified and experienced directors and executives.

Remuneration levels in general are not dependent upon any performance criteria as the Company and the Group are not

generating a profit. Certain share-based payments however could have performance conditions with a market condition to
incentivise the recipients.

10
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Remuneration committee

The Board of Directors of the Company is responsible for determining and reviewing compensation arrangements for the
directors and the executive team.

The Board assesses the appropriateness of the nature and amount of remuneration of directors and executives on a periodic
basis by reference to relevant employment market conditions with an overall objective of ensuring maximum stakeholder
benefit from the retention of a Board and executive team with the relevant expertise, experience and ability to best serve the
Company’s needs.

Remuneration structure

In accordance with best practice corporate governance, the structure of non-executive director and executive remuneration
is separate and distinct.

Non-executive director remuneration

The Board seeks to set aggregate remuneration at a level that provides the Company with the ability to attract and retain
directors of the highest calibre, whilst incurring a cost that is acceptable to shareholders.

The ASX Listing Rules specify that the aggregate remuneration of non-executive directors shall be determined from time to
time by a general meeting. The aggregate level ($500,000) was set at the time of the company’s incorporation and has not
changed since.

The amount of aggregate remuneration sought to be approved by shareholders and the manner in which it is apportioned
amongst directors is reviewed annually. The Board considers advice from external shareholders as well as the fees paid to
non-executive directors of comparable companies when undertaking the annual review process.

The remuneration of non-executive directors for the year ended 30 June 2020 is detailed in the below remuneration table.
Executive director remuneration
Remuneration consists of fixed remuneration only.

Fixed Remuneration

Fixed remunerat