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FIGURE 8: Bananghilig interpreted geology.
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Kamarangan Porphyry Target

The Kamarangan prospect is centrally located in
a large aeromagnetic anomaly approximately ten
kilometres in diameter.

The area is underlain by a well-banded calcareous
sequence that appears to be at least 1,600 metres
wide. The calcareous sequence has been intruded by a
complex of fine- to coarser-grained diorites and some
andesite bodies. The intrusives have changed the
calcareous rocks to skarn rocks over an approximate
area of 1,600 metres by 1,400 metres (Fig. 9). The
skarn area is open to the east under the younger
overlying limestone. The surface geology outcrops
are limited mainly to magnetite-rich horizons with
secondary hematite.

Some of the skarn rocks may contain variable amounts
of garnet, diopside, epidote and pyrite. Areas of
siliceous hornfels and unaltered massive limestone
were also intersected in the drilling.

Discussion

Table VII contains a summary of the significant drill
hole results.

The intersection of a “fertile” diorite and other vectors
from the drilling indicate a possible porphyry copper
source to the east-northeast of the drilling conducted
to date based on:

(i) Copper and gold values in dioritic rocks tend to
be higher in holes KAM 1 & 2, and visible copper
minerals are present in KAM 4 although at a lower
level than in KAM 1 & 2;

(ii) Molybdenum mineralisation is visible in KAM 1 to a
maximum value of 244 ppm and averages 37 ppm
over the last 74 metres of the hole from 357.70
metres depth;

(iii) Molybdenum mineralisation is visible in KAM 2
to a maximum value of 138ppm and averages
41 ppm over the last 46 metres of the hole from
405 metres depth. Other less coherent zones are
present higher up in the hole.

(iv) Skarn hosted gold with minor copper mineralisation
is strongest in KAM 7 in the northeast of the drilled
area, suggesting this hole is close to a mineralisation
source.

The well mineralised magnetite skarn in KAM 1 (26
to 42.3 metres) and in KAM 2 (40 to 44.2 metres)
and the wide skarn style mineralisation in KAM 7 (0
to 19.5 metres, 211.1 to 267.1 metres and 410.8 to
426.8 metres) could also be interpreted to be a halo
above and around the 250 by 130 metres elongate
deep magnetic anomaly shown on Figure 9. This
anomaly could possibly be interpreted as a pencil
porphyry style target.
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Kamarangan Porphyry Target (continued)

Further assessment will be undertaken including additional field work.

TABLE VII. Summary of significant drill hole results (KAM 6 - abandoned, KAM 9 - no significant results)

‘ Azimuth Dip ‘ From ‘ Width Gold ‘ Copper
Hole East North (@) (°) (MEED) (metres) (g/t) (%) Lithology
KAM 1 612304 942837 90 -60 26.00 16.30 043 0.59 Magnetite skarn
including 29.00 430 1.21 1.44 Magnetite skarn
147.90 11.80 0.03 0.10 Hornfels
173.70 14.00 0.06 0.16 Diorite
457.70 30.00 0.05 0.15 Diorite
495.70 22.00 0.03 0.1 Diorite
KAM2 612307 942736 90 -60 2.00 4920 016  0.16 IR
magnetite lense
including 40.00 420 117 0.43 Magnetite skarn
210.00 12.00 0.03 0.14 Diorite
282.00 18.00 0.06 0.11 Diorite
KAM 3 612304 942837 270 -60 239.90 10.60 0.17 0.13 Diorite
KAM 4 612305 942597 87 -60 31.00 10.00 0.06 0.14 Andesite porphyry
110.00 14.00 0.07 0.20 Andesite
KAM 5 611936 942847 110 -90 360.75 11.00  0.11 0.02 Andesite
KAM 7 612215 943161 90 -50 0 19.50 0.12 0.01 Calcareous sediments
157.10 16.00 0.18 0.09 Skarn
21110 5600 026 009 Cramwih megnetite
41080 1600 022 027 <4 Winmagnetite
446.85 2400 0.64 0.12 Skarn
including 452.85 2.00 7.21 0.01 Skarn
KAM 8 612308 942561 273 -58 50.00 18.00 0.17 0.06 Diorite
KAM 10 611724 942581 156 -50 132.15 13.05 0.09 0.01 Diorite
397.50 10.30 0.13 0.24 Andesite

Notes:

(i) Assaying by McPhar Geoservices Phils Inc. Au by fire assay with AAS finish; Ag, Cu, Pb, Zn and Mo by AAS; and
(i) Magnetite contents not yet determined

(iii) Grid co-ordinates based on the Philippine Reference System 92
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Anoling

The Mines Operating Agreement (“MOA") with Alcorn Gold Resources Inc. covers
Mining Production Sharing Agreement (“MPSA") application number 039-XIIl
situated approximately 8 kilometres north from the millsite as shown on Figure 2.
Processing of the Anoling MPSA is progressing.

The Anoling project is located approximately 8 kilometres by road from the Co-O Plant
and is operated under a Mines Operating Agreement with Alcorn Gold Resources
Inc. over MPSA application number 039-XIll.

The Anoling Mine area consisted of a large number of artisanal workings and old
mines on narrow veins dating back to pre-World War Il. The veins generally consist of
banded quartz-carbonate material within clay-chlorite-pyrite gouge zones with both
types of material carrying gold values.

Drilling has been discontinued until the MPSA is granted however mapping and
sampling are continuing.

Saugon

The Saugon prospect is situated approximately 10 kilometres south of the Co-O Gold
Mine and 28 kilometres by road from the Co-O Plant. Work commenced in early
2003 on the First Hit Vein which has been followed intermittently at the surface over
600 metres and which has been explored underground via a 40 metre deep winze,
level development and drilling of 31 diamond drill holes.

Field work has been conducted throughout the year. Drilling is being planned for the
second half of 2010.

Apical
(Medusa earning 70%)

A Joint Venture Agreement (“JVA") with MRL Gold Phils., Inc. (“MRL"”) and an
underlying claim owner covers MPSA application number 0028-XIll situated in the
provinces of Agusan del Sur and Surigao del Sur in east Mindanao to the north of
the Co-O Mine and Plant. The MPSA comprises approximately 20.84 km?2 (2084
hectares) in the Tambis area.

MRL is the Philippine operating company of Mindoro Resources Ltd, a public company
listed on the TSX Venture Exchange in Canada.

The Company is advancing the tenement for granting.



Bunawan Joint Venture
(Medusa earning 70%)

The Company, through Philsaga Mining Corporation
("Philsaga”), signed a joint venture agreement (“JVA")
with Bunawan Mining Corporation (“Bunawan”),
the Philippine operating company of ASX listed
Sierra Mining Limited (“Sierra”), whereby Philsaga,
after completing satisfactory due diligence, will earn
a 70% joint venture interest in Exploration Permit
application  (“EPA”) 000037-Xlll and Mineral
Production Sharing Agreement application (“APSA")
000003-XIll (together the “Bunawan JV").

The Company notes the announcement dated 17 June
2009 of Bunawan’s Australian listed parent company,
Sierra Mining Limited, advising that EPA 000037-XIII
had been denied on “the basis of certification of
non-consent issued by the National Commission of
Indigenous People”. Bunawan has indicated they will
appeal against the decision.

The Company through Philsaga Mining Corporation
has commenced legal actions to enforce the
JVA through Arbitration. A Demand Letter for
Arbitration under the rules of the Philippine Dispute
Resolution Centre Inc. (“PDRCI”) has been sent
to Bunawan.

Corplex

The Company through Philsaga has two Memoranda
of Agreement (“MOA") with Corplex Resources
Incorporated (“CRI”) on two separate parcels of
ground immediately south of the Tambis Project,
being an application for Financial and Technical
Assistance Agreement (FTAA 000004-XIIl) comprising
approximately 162 hectares and an application
for Mineral Production Sharing Agreement (APSA
000077-XIll) comprising approximately 810 hectares.

A supplementary MOA was signed with CRI to
incorporate additional areas of AFTA 000004 - XIIl.
The additional areas total 2,106 hectares and CRI will
receive a 4% gross royalty.

The tenement is being progressed towards granting.

Golden Project

The Company through Philsaga has an agreement over
the Golden Project (“JEG") covering an application for
Mineral Production Sharing Agreement (APSA 000033-
Xill) comprising approximately 162 hectares.

The Company is advancing the tenement applications.

Sursur Project

A Mines Operating Agreement (“MOA") was signed
between Philsaga Mining Corporation (“Philsaga”)and
Sursur Mining Corporation (“Sursur”) for Exploration
Permit applications XIll - 00176, 000180 and 000181
with a total area of 15, 825 hectares. Sursur will
receive a 3% gross royalty and Philsaga is responsible
for all tenement processing and expenditures.
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Relinquished Projects
The Company relinquished the Abacus Project during the year.

The Mines Operating Agreement over the Sinug-ang Project was allowed to lapse.

Drill Hole Sampling and
Assaying Procedures

Samples were taken from mainly HQ sized and some NQ sized drill core. The
selected sample intervals were halved by diamond saw and half the core was
bagged, numbered and sent to the Company laboratory. In a small number of cases
to confirm the geological logging, the selected interval was re-split and % core
re-submitted for assay.

Initial sample preparation and assaying was undertaken at the Company’s on-site
laboratory. Samples were dried at 105°C for 6 to 8 hours, crushed to less than
1.25 ¢cm by jaw crusher, re-crushed to less than 3 mm using a secondary crusher
followed by ring grinding of 700 to 800 grams of sample to nominal particle size of
less than 200 mesh. Barren rock wash is used between samples in the
preparation equipment. The samples were assayed by fire assay with Atomic
Absorption Spectrometer (AAS) finish on a 30 gram sample. All assays over
5 g/t gold were re-assayed using gravimetric fire assay techniques on a
30 gram sample.

The majority of samples which contained more than 0.5 metres at more than 2 g/t
gold were re-assayed by McPhar Geoservices Phils Inc (“McPhar”), a NATA and ISO
9001/2000 accredited laboratory in Manila. The pulps were airfreighted to McPhar
who fire assayed 30 grams of sample using AAS finish and a selected number of
samples were checked using gravimetric fire assay techniques. Duplicate samples
and standards are included in each batch of check samples.

When reporting results, where available, the assays of McPhar as an independent
laboratory are given priority over the Company laboratory’s results.



COMMUNITY SPROJ CTS,

PROGRAMME

Commitment

Philsaga since 2001, in conjunction with the Mindanao
Philsaga Foundation Inc., has established an enviable
record in the local communities in which it operates.
This record is acknowledged by local and regional
governments, and at a national level.

It is the Company’s goal to build on this record and
strengthen reciprocal relationships between the
Company and the communities in which it operates.

Manabo Village Housing
Relocation Project

During the year a six class room school was completed.
A further two classrooms are under construction due
to increasing student numbers.

Environmental Monitoring

Philsaga’s operations have been present in the
local communities since inception in 1988. It owns
established processing facilities which are subject to
regular inspections by the various authorities and
which have achieved a high level of recognition for
adherence to statutory requirements. \Water samples
are taken on a monthly basis to monitor water quality
in and around the Company’s facilities.

Philsaga’s mining operations are underground resulting
in very small surface ‘footprints” for each operation.
Rehabilitation of any disturbed areas around new
operations is part of the Company’s normal operating
procedures.

Education
Scholarships

The Company supports two scholarship programmes
which commenced in 2003 benefiting an on-going
total of 34 students from which 24 have already
graduated:

e Full scholarships under which the benefits provided to
students include payment of tuition fees, a monthly
allowance and book and school uniform allowances,
and

e Educational assistance under which students are
provided with a monthly allowance.

Adopt-a-school programme

The Company has expanded its “adopt—a-school”
from eight schools to 12 schools benefiting 2,077
students and 70 teachers. During the year, under this
programme the Company

e Has completed construction of one school and
repaired another,

¢ Paid the salaries of 18 volunteer teachers, and

e Supported training seminars for teachers to upgrade
their teaching skills.
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PROGRAMME
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& BENEFITS

Community Development and Assistance Programmes

The Company continued to provide assistance with a number for community-based
projects.

Water projects

The Company has provided materials for the installation and repair/rehabilitation of
water supplies in close co-operation with local governments in five locations.

Day care centres

The Company continued to support day care centres and provide funding for
teachers and materials for repair of buildings, ablution facilities and for construction
of premises.

Local road maintenance and bridge building

The Company has continued to be actively involved in road and bridge construction
and maintenance for its own operations as well as for local communities.

Construction of community buildings

The Company has been involved in providing assistance for funding and materials
for the construction of community halls, teachers’ accommodation and seminar
centres.

Community health

The Company provides general health and dental services to its employees and
dependants and undertakes minor surgical and dental missions to nearby villages
within its sphere of operation.

The Company is completing a sixteen bed hospital for the benefit of employees and
their families at the Co-O Mine site, and runs a clinic at the mill site. The Company
employs a full time doctor and a number of nurses.

Annual health check-ups are mandatory for all employees.



Livelihood Projects
Livestock

The Company provides goat breeding stock to qualified
farmers to provide additional sources of income and
raise meat availability in local communities.

Hydrated lime project

Philsaga, it's Foundation and a local Municipality have
joined forces to develop a regular supply of high
quality lime for the Co-O Mill. Deliveries to the mill
have commenced.

Rice production financing

The aim of this project is develop debt free farming
communities through the provision of financing
arrangements by the Company’s Foundation to
qualified farmers. Following trial plantings and
resolution of costs and contractual arrangements,
the project is targeting supporting approximately 100
hectares of rice growing in the current season. It is
estimated, that with financial management training,
farmers should become financially independent after
two years of support.

Organic fertiliser production

The Company has been successfully developing
organic fertiliser production methodologies for
implementation by farmers. The aim is to address
the issue of increasing acidification of rice fields and
other crop growing areas caused by the continued
use of artificial fertilisers. Trial results to date have
been very encouraging.

Employment, Local Suppliers and
Payment of Local Taxes and Wages

The Company employs over 600 staff at its operations
and up to approximately 900 contractors depending
on the work programmes in progress. The Company
is one of the largest tax payers in the district and the
province of Agusan del Sur and also pays a 1% gross
royalty on gold production to indigenous groups.
As work has commenced at the Lingig Project, the
Company is now starting to also provide employment
opportunities in the Province of Surigao del Sur.

The Company has a strong policy of “buy and
manufacture locally” whenever possible for the
provision of goods and services to the project to
maximise the multiplier effect locally.

annual report / 39



JORC COMPLIANCE -
CONSENT OF COMPETENT PERSONS

(Vg
7=
2
'_
<
o
L
o
©)
e
@)
=
=
=
L
o

Medusa Mining Limited

Information in this report relating to Exploration Results, is based on information compiled by
Mr Geoff Davis, who is a member of The Australian Institute of Geoscientists. Mr Davis is the
Managing Director of Medusa Mining Limited and has sufficient experience which is relevant
to the style of mineralization and type of deposits under consideration and to the activity
which he is undertaking to qualify as a Competent Person as defined in the 2004 Edition of the
“Australian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves”.
Mr Davis consents to the inclusion in the report of the matters based on his information in the
form and context in which it appears.

Cube Consulting Pty Ltd

Information in this report relating to Mineral Resources has been estimated and complied
by Mark Zammit of Cube Consulting Pty Ltd. Mr Zammit is @ member of The Australasian
Institute of Mining & Metallurgy and has sufficient experience that is relevant to the style
of mineralisation and type of deposit under consideration and to the activity which he is
undertaking to qualify as a Competent Person as defined in the 2004 Edition of the “Australian
Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves”. Mr Zammit
consents to the inclusion in the report of the matters based on his information in the form and
context in which it appears.

Cube Consulting is an independent Perth based resource industry consulting firm specialising
in geological modelling, resource estimation and information technology.

Crosscut Consulting

Information in this report that relates to Ore Reserves is based on information compiled
by Declan Franzmann, B Eng (Mining), MAusIMM. Mr Franzmann is a full-time employee of
Crosscut Consulting.

Mr Franzman has sufficient experience which is relevant to the style of mineralisation and type
of deposit under consideration and to the activity which they are undertaking to qualify as
Competent Persons as defined in the 2004 Edition of the “Australasian Code for Reporting
of Exploration Results, Mineral Resources and Ore Reserves”. Mr Franzmann consents to the
inclusion in the report of the matters based on his information in the form and context in which
it appears.

References:

Bureau of Mines and Geo-sciences, Ministry of Natural Resources, 1986: Geology and
Mineral Resources of the Philippines, Vol. Il, Mineral Resources

Disclaimer

This report contains certain forward-looking statements. The words ‘anticipate’, ‘believe’, ‘expect’, ‘project’,
‘forecast’, ‘estimate’, ‘likely’, ‘intend’, ‘should’, ‘could’, ‘may’, ‘target’, ‘plan’ and other similar expressions are
intended to identify forward-looking statements. Indications of, and guidance on, future earnings and financial
position and performance are also forward-looking statements.

Such forward-looking statements are not guarantees of future performance and involve known and unknown risks,
uncertainties and other factors, many of which are beyond the control of Medusa, and its officers, employees, agents
and associates, that may cause actual results to differ materially from those expressed or implied in such statements.

Actual results, performance or outcomes may differ materially from any projections and forward-looking statements
and the assumptions on which those assumptions are based.

You should not place undue reliance on forward-looking statements and neither Medusa nor any of its directors,
employees, servants or agents assume any obligation to update such information.
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TENEMENT SCHEDULE
AS AT 31 AUGUST 2009

Name Tenement ID Registered Holder Medusa’s Interest Royalty Area (hectares)
Co-O Mine MPSA No. 262-2008-XIII Philsaga 100.00% - 2,538.7919
Co-O APSA No. 00012-XIII BMMRC 100.00% = 339.8000
APSA No. 00013-XIII BMMRC 100.00% = 2,200.3595
APSA No. 00087-XlII Samuel Afdal 100.00% = 846.4371
APSA No. 00088-XllI Phsamed 100.00% = 7,303.7327
APSA No. 00098-XllI Philcord. 100.00% 1% net profit 1,184.3821
APSA No. 00099-XlI Philcord 100.00% 1% net profit 1,607.4299
Saugon EP-XIII-017 Philsaga 100.00% - 3,132.3100
EPA No. 00064-XIlI Philsaga 100.00% - 3,978.5401
EPA No. 00065-XIlI Philsaga 100.00% - 3,047.5336
EPA No. 00066-XII Philsaga 100.00% - 6,769.1267
EPA No. 00067-XIll Samuel Afdal 100% (assignment) - 1,692.6910
EPA No. 00069-XIlI Phsamed 100.00% - 7,789.7976
EPA No. 00087-XIIl Philsaga 100% (assignment) - 764.2000
Anoling APSA No. 00039-XIII Alcorn. 100.00% 8% gross 405.0000
SSMP-ADS-05-10-06 Phsamed 100.00% 8% gross 20.0000
SSMP-ADS-05-11-06 Phsamed 100.00% 8% gross 20.0000
Tambis APSA No. 00022-XIII Philex 100.00% 7% net smelter 6,207.6210
XII-SDS-SSMP-002-07 Philsaga 100.00% 7% net smelter 20.0000
XII-SDS-SSMP-003-07 Philsaga 100.00% 7% net smelter 20.0000
Das-Agan APSA No. 00024-XIII Das-agan 100.00% 3% gross 3,809.5500
XII-SMP-01-08 Philsaga 100.00% = 20.0000
XIl-SMP-02-08 Philsaga 100.00% - 20.0000
XIl-SMP-01-09 Phsamed 100.00% - 20.0000
XIl-SMP-02-09 Phsamed 100.00% - 20.0000
Apical APSA No. 00028-XIII APMEDORO Earning 70% (JV) - 2,084.0900
Bunawan APSA No. 00003-XIIl Safariland Earning 70% (JV) 3% gross 6,077.2800
EPA No. 00037-XIIl Bunawan Earning 70% (JV) 3% gross 3,046.9200
Corplex APSA No. 00054-XIII Corplex 100% 3% net smelter 2,118.1600
APSA No. 00056-XIII Corplex 100.00% - 162.0000
APSA No. 00077-XIII Corplex 100.00% 4% gross 810.0000
AFTA No. 00004-XIll (North) ~ Corplex 100.00% 4% gross 2,030.8300
AFTA No. 00004-XIll (South)  Corplex 100.00% 3% net smelter 7,111.3463
Golden APSA No. 00033-XIII J & E Golden 100.00% 2% gross 162.0000
Tagbina EPA No. 00176-Xill Sursur 100.00% 3% gross 3,823.0000
EPA No. 00180-Xill Sursur 100.00% 3% gross 5,948.0000
EPA No. 00181-Xill Sursur 100.00% 3% gross 6,118.0000
Campbagang XIll-SMP-03-08 Philsaga 100.00% = 20.0000
XIIl-SMP-04-08 Philsaga 100.00% - 20.0000

Abbreviations:

Tenement types

MPSA - Mineral Production Sharing Agreement EPA - Exploration Permit Application

EP - Exploration Permit AFTA - Application for Financial Technical Assistance Agreement
APSA - Application for MPSA SSMP - Small Scale Mining Permit
Registered Holder

Philsaga - Philsaga Mining Corporation Alcorn - Alcorn Gold Resources Corporation
BMMRC - Base Metals Mineral & Resources Corporation Philex - Philex Gold Philippines Inc
Phsamed - Phsamed Mining Corporation Das-Agan - Das-Agan Mining Corporation
Philcord - Mindanao Philcord Mining Corporation Apmedoro - APMEDORO Mining Corporation
Corplex - Corplex Resources Inc Safariland - Safariland Resources Company

J&E Golden - J & E Golden Resources Corporation Sursur - Sursur Mining Corporation
Bunawan - Bunawan Mining Corporation
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CORPORATE GOVERNANCE
STATEMENT

42 / Medusa Mining Limited

Medusa, as a listed entity, must comply with the Corporations Act 2001(Cth)
("Corporations Act”), the Australian Securities Exchange (“ASX") Listing Rules
("ASX Listing Rules”) and other Australian and international legal, regulatory and
governance requirements.

The Board of Directors of the Company (“Board”) is committed to achieving
and maintaining high standards of corporate governance. The Board operates in
accordance with a set of corporate governance principles that take into account
the relevant good practice recommendations. These include the ASX Corporate
Governance Council’s (“ASXCGC") second edition of the Corporate Governance
Principles and Recommendations (“ASXCGC Recommendations”).

The Company’s practices are largely consistent with the ASXCGC Recommendations
and, except as disclosed below, the Company complies with each of those
recommendations. Details of the Company's compliance with the ASXCGC
Recommendations are set out below, including details of specific disclosures required
by a ASXCGC Recommendation.

Further information on the Company’s corporate governance policies and practices is
available on the Company’s website at www.medusamining.com.au.

1. Board of Directors

Role and Responsibilities of the Board
ASXCGC Recommendations 1.1, 1.3

The Board has adopted a Board Charter that sets out, among other things, its specific
powers and responsibilities and the matters delegated to the Managing Director and
those specifically reserved for the Board. The Board Charter provides that the Board's
primary role is to guide and monitor the business and affairs of the Group on behalf of
the shareholders by whom the Board is elected and to whom it is accountable.

In addition to the matters required by law to be approved by the Board, the following
key duties and responsibilities are reserved for the Board:

e oversight of the Company, including its control and accountability systems;

e appointing and removing the Chief Executive Officer or Managing Director
(as applicable) in respect of his or her executive role;

e ratifying the appointment and removal of the Company Secretary;

e providing input into and final approval of the corporate strategy of the Company;

e providing input into and final approval of the annual operating and capital budget of
the Company;

¢ approving and monitoring the progress of acquisitions and divestments (as applicable);

e reviewing and ratifying systems of risk management and internal compliance and
controls, codes of conduct, continuous disclosure, legal compliance and other
significant corporate policies;



e monitoring senior management'’s performance
and implementation of strategy and policies, and
ensuring appropriate resources are available to
senior management; and

e approving and monitoring financial and other
reporting to the market, shareholders, employees
and other stakeholders.

The Board has delegated responsibilities for the
day to day operational, corporate, financial and
administrative activities of the Group to the Managing
Director and the Finance Director.

Composition of the Board

The Board is comprised of two non-executive Directors,
and the Managing Director and the Finance Director.

ASXCGC Recommendation 2.6

Details of the skills, experience and expertise relevant
to the position of each Director who is in office at
the date of this report, and their terms of office, are
included in the Directors’ Report on pages 51 to 53.

e In assessing the composition of the Board,
the directors have regard to the following
principles:the  Chairperson  should be a
non-executive independent Director;

e the role of the Chairperson and the Managing Director
should not be exercised by the same person;

e the Board should comprise at least four Directors,
increasing where additional expertise is considered
desirable in certain areas, when an outstanding
candidate is identified, or to ensure a smooth
transition  between outgoing and incoming
non-executive Directors; and

e the Board should comprise Directors with an
appropriate range of qualifications and expertise.

The Board will review its composition on an annual
basis to ensure that it has the appropriate mix of
expertise and experience. Where a vacancy exists,
for whatever reason, or where it is considered that

the Board would benefit from the services of a new
Director with particular skills, the Board will endeavour
to select appropriate candidates with the relevant
qualifications, skills and experience.

Directors appointed by the Board are subject to
election by shareholders at the following annual
general meeting and thereafter are subject to
re-election in accordance with the Company’s
constitution.

ASXCGC Recommendations 2.1, 2.2, 2.6

The Board has determined (according to the criteria
below) that Kevin Tomlinson (the Chairman of the
Company) and Robert Weinberg are independent
non-executive Directors.

When determining whether a Director is independent,
the Board considers that a Director will be independent
if he or she is a person who:

e is not a substantial shareholder of the Company, or
an officer of, or otherwise associated directly with, a
substantial shareholder of the Company;

e has not, within the last three years, been employed
in an executive capacity by Medusa;

e has not, within the last three years, been a principal
of a material professional adviser or a material
consultant to the Company, or an employee materially
associated with the service provided;

e is not a material supplier or customer of the
Company, or an officer of or otherwise associated
directly or indirectly with a material supplier
or customer;

¢ has no material contractual relationship with the
Company, other than as a Director; and

e is free from any interest and any business or other
relationship which could, or could reasonably be
perceived to, materially interfere with the Director’s
ability to act in the best interest of the Company.

As the Board is comprised of two Directors who are
determined to be independent and two executive
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Directors, the Board is not comprised of a majority of independent Directors as
recommended by ASXGCR Recommendation 2.1.

The Company does not follow ASXGCR Recommendation 2.1 as the Board believes
that the size of the Group did not warrant the addition of further independent
Directors to the Board. While the Board is of the opinion that the objectives and
current strategy of the Company are well served and achievable by the Board
as currently comprised, the Board will be appointing a further independent
non-executive Director when a suitable candidate has been identified.

The test of whether a relationship or business is material is based on the nature
of the relationship or business and the circumstances and activities of the Director.
Materiality is considered from the perspective of the Company, the persons or
organisations with which the Director has an affiliation and from the perspective of
the Director. To assist in assessing the materiality of a supplier or customer the Board
has adopted the following materiality thresholds:

e a material customer is a customer of the Company that accounts for more than 5%
of the Group’s consolidated gross revenue; and

e a supplier is material if the Company accounts for more than 5% of the supplier’s
consolidated gross revenue.

Chairperson and Managing Director
ASXCGC Recommendation 2.3

The role of Chairperson and Managing Director are separate roles and undertaken
by different people.

The Chairperson is responsible for leadership and effective performance of the Board
and overseeing the provision of information by management to the Board and
ensuring the adequacy of that information. The Managing Director is responsible for
the day-to-day management of the Company.

The Chairperson’s and Managing Director’s responsibilities are set out in more
detail in the Board Charter, which is available on the Company’s website at
www.medusamining.com.au.

Performance evaluation
ASXGCR Recommendation 1.2, 1.3, 2.5, 2.6

The Company’s Nomination Committee Charter requires the Board to establish
evaluation methods of rating the performance of the Directors and to conduct
assessments of Directors as to whether they have devoted sufficient time in fulfilling
their duties as Directors.



No formal performance evaluation of the Board was
conducted for the year ended 30 June 2009 as the
Board did not believe that the Group was of a size to
warrant such an exercise.

The Board will, however, consider adopting
appropriate performance evaluation processes for the
2010 financial year. It is envisaged that such processes
will be designed to effectively review the performance
of the Board and its Audit Committee against the
requirements of their respective charters and the
individual performance of the Chairman and each
Director. The Board will consider the appointment
of an independent consultant to develop, assist and
implement these processes.

Details of the process for evaluating the performance
of senior executives and executive Directors, and the
conduct of that process in the reporting period, are
included in the Remuneration Report, which forms
part of the Directors’ Report on pages 43 to 49.

Details of Directors’ attendance at Board meetings are
set out in the Directors’ Report on page 41.

Board access to independent advice
ASXCGC Recommendation 2.6

Each Director is entitled to seek such independent
professional advice as they consider necessary in the
furtherance of his or her duties as a Director at the
Company’s expense. Any Director seeking independent
advice must first discuss the request with the
Chairperson, who will facilitate obtaining such advice.

2. Board Committees

Nomination Committee
ASXCGC Recommendations 2.4, 2.6

ASXGCR Recommendation 2.4 provides that “the
board should establish a nomination committee”.
Such a committee is typically mandated with
reviewing, assessing and recommending changes to
a company’s process for evaluating, selecting and
appointing directors.

The Board believes that the Group is not of a size
to warrant the establishment of a Nomination
Committee.

Notwithstanding its reasons for not establishing a
Nomination Committee, the Board has approved a
formal Nomination Committee Charter that sets out
the Nomination Committee’s role and responsibilities.
The entire Board undertakes this role and these
responsibilities. A copy of the Nomination Committee
Charter is available on the Company's website at
www.medusamining.com.au.

The Board will meet annually to review whether
the establishment of a Nomination Committee is
warranted.

Remuneration Committee
ASXGCR Recommendations 8.1, 8.3

ASXGCR Recommendation 8.1 provides that “the
board should establish a remuneration committee”.
Such a committee is typically mandated with
reviewing, assessing and recommending changes to a
company's remuneration policies for senior executives
and directors.

The Board believes that the Group is not of a size
to warrant the establishment of a Remuneration
Committee.

Notwithstanding its reasons for not establishing a
Remuneration Committee, the Board has approved
a formal Remuneration Committee Charter that
sets out the Remuneration Committee’s role and
responsibilities. The entire Board undertakes this role
and these responsibilities. A copy of the Remuneration
Committee Charter is available on the Company’s
website at www.medusamining.com.au.

The Board's policy is that reviews of remuneration
packages and policies applicable to executive Directors,
non-executive Directors and senior executives be
conducted on an annual basis by the Board.
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Details on the Company’s remuneration policies, including how the structure of
the remuneration of non-executive Directors is distinguished from that of executive
Directors and senior executives, are included in the Remuneration Report within the
Directors’ Report on pages 43 to 49.

The Board will meet annually to review whether the establishment of a Remuneration
Committee is warranted.

Audit Committee
ASXGCR Recommendations 4.1, 4.2, 4.3, 4.4

The Board established an Audit Committee on 12 August 2009, which operates under
an Audit Committee Charter approved by the Board. A copy of the Audit Committee
Charter is available on the Company’s website at www.medusamining.com.au.

The role of the Audit Committee is to assist the Board to meet its oversight
responsibilities in relation to the Company’s financial reporting, compliance with legal
and regulatory requirements, internal control framework and audit functions.

ASXGCR Recommendation 4.2 provides that “the audit committee should be
structured so that it: consists only of non-executive directors; consists of a majority
of independent directors; is chaired by an independent chair, who is not chair of the
board; and has at least 3 members.

The Audit Committee consists of Robert Weinberg and Kevin Tomlinson, who have
been determined to be independent non-executive Directors. As the Board currently
only has two non-executive Directors, the Board has decided that rather than appoint
an executive Director to the Audit Committee, it will have only two members until
a further non-executive Director is appointed to the Board. The Company does
not comply with ASXGCR Recommendation 4.2 that the Audit Committee have 3
members for this reason.

Details of the qualifications of the members of the Audit Committee are included in
the Directors’ Report on pages 38 to 51.

The Board had not established an Audit Committee prior to 12 August 2009 as
recommended by ASXGCR Recommendation 4.1. However, the Board had approved
an Audit Committee Charter and the role and responsibilities of the Audit Committee
prior to that date were undertaken by the Company Secretary reporting to the whole
Board. The Board has now established an Audit Committee in compliance with
ASXGCR Recommendation 4.1.

As the Audit Committee was established after the end of the financial year, no
meetings of the Audit Committee were held and accordingly, no members of the
Audit Committee attended meetings of the Audit Committee during the financial
year. The Audit Committee Charter provides that the Audit Committee will meet at
least twice per year.



3. Promoting Ethical and Responsible
Decision Making

Code of Conduct
ASXGCR Recommendation 3.1
The Company has a formal Code of Conduct, which

outlines the Company’s commitment to appropriate
and ethical corporate practices.

The Code of Conduct describes how the Company
expects its Directors and employees to behave in
the conduct of the Company’s business activities.
The Code of Conduct covers matters including:

e General principles

e Compliance with laws and regulations

e Political contributions

e Unacceptable payments

e Protection of Company assets

* Proper accounting

e Dealing with auditors

¢ Unauthorised public statements

e Conflict of interest

e The use of inside information

e Trading of the Company’s shares

e Alcohol and drug abuse

e Equal opportunity and employee discrimination

e Environmental responsibilities

e Occupational health and safety

e Economy and efficiency

A copy of the Code of Conduct is available on the
Company’s website at www.medusamining.com.au.

Share trading policy
ASXGCR Recommendation 3.2
Whilst the Board encourages its Directors and

employees to own securities in the Company, it is
also mindful of the responsibility of the Company,

its Directors and employees not to contravene the
Corporation Act’s “insider trading” provisions.

The Board has approved a Share Trading Policy
that applies to all Directors and all employees of
the Company.

In summary, the policy prohibits Directors and
employees from trading in the Company’s securities:

e when aware of non-public price sensitive
information, until such time as that information as
become generally available, and

® as part of active trading with a view to deriving
profit related income.

As the Company is also listed on the AIM market of
the London Stock Exchange, Directors and applicable
employees are subject to the rules of that Exchange.
These rules currently provide that Directors and
applicable employees do not deal in the Company’s
shares during a close period.

A Director or employee wishing to deal in the
Company's shares must first notify the Managing
Director and confirm that the employee is not aware
of any non-public price sensitive information.

A copy of the Share Trading Policy is available on the
Company’s website at www.medusamining.com.au.

4. Risk Management

ASXGCR Recommendations 7.1, 7.2

The Board recognises that risk oversight is a core
function of the Board that serves in protecting and
enhancing shareholder wealth.

The Board has approved a Risk Management Policy
that outlines the Company’s policies for the oversight
and management of material business risks and the
design, implementation and monitoring of an internal
compliance and control framework. A copy of the Risk
Management Policy is available on the Company’s
website at www.medusamining.com.au.
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