PRAIRIE DOWNS METALS LIMITED

ABN 23 008 677 852

HALF-YEAR FINANCIAL REPORT

FOR THE HALF-YEAR ENDED 31 DECEMBER 2005




PRAIRIE DOWNS METALS LIMITED
ABN 23 008 677 852
HALF-YEAR REPORT

I TT 2=t Lol T o e T o U U T T PSSO PRI 2
Auditor's Independence Declaration to the Directors of Prairie Downs Metals Hid v 8
Condensed IN60mMe SEatomOnt i e e LA eV e E RS 7
Condensed Balance SREot .. i et b6 188§ e S B F L e r e EELP LS e kA4S VA o r LR RS 8
Condensed Cash Flow Statement ... i i s e e e oo ib s et bR 9
Condensed Statement of Changes i EQUILY ... eerisssime s s s ssssse e rrvss s e s 10
Notes to the Half-Year Financial Report

Note 1 - Basis of preparation of the half-year financial report....... 11
NOEE 2 - REVEIUSS G110 BXDBIIBES. ..ottt ittt e ae e ete £ e attae e tbaaasseaa et £ e e bbaae et £ s oaab s abbaaeeerteaabaeesaaae et s eansnbeanbnn 17
NOEE 3 - ISBUBE CADIAE. . ittt e e e et e e e ettt st 2 oottt e ess 242222kt bb s e e e et s 222 kbbe 21 e e e e e rbbbe e e et ana s 17
NOEE @ - SegIMBNE TEPOMITIG (o ittt e et ee oottt c e rtt e e et ba e et s e s eh £ ek ba e e es £ s 4at s eabaae e b s e aanae e eaents £ e e aataaeanbnn 17
Note 5- Change in composition of entify ...t 18
Note 8- Change in composition of Bntify ... 18
Note 7- Contingent assets and BabillIes ... e 18
Note B- Events after the balance sheat date. . 18
Note 8- Additional INFOrmmation ... et 18
Directors’ Daclaration ... - AL oL bR L bR 20
independent Review Report to the members of Prairie Downs Metals Ltd ...oocviiiiicecnvvnssiiee s 2t




PRAIRIE DOWNS METALS LIMITED
ABN 23 008 677 852
HALF-YEAR REPORT

Directors’ Report

Your directors submif their report of Prairie Downs Metals Limited ("Prairie” or “the Company”} and its controlled
entity {“Consolidated Entity” or “Group”) for the half-year ended 31 December 2005 {“Balance Date”).

DIRECTORS
The names of the directors of the cornpany in office during the half-year and until the date of this report are as
balow. Directors were in office for this entire period unless otherwise staled.

Jeremy David Shervington {Chairman}

Mark Christian Hansen (Managing Director}

Alec Christophet Rismiris {Executive Director & Company Secretary)

Adam Rankine-Wilson {(Non-Executive Director) {resigned 5 October 2005)
Geoffrey Ernest Lambert (Non-Executive Direclor) {resigned 5 October 2005}

REVIEW AND RESULTS OF OPERATIONS

The principat aclivities of the Cornpany throughout the half year have been the identification and acquisition of &
100% intersst in Mineral investments Ply Lid being the owner of a portfolio of prospsactive base metals projects
located within Woestern Australia including the Prairie Downs Zinc Project, raising $3.5 million under a
Prospectus, commencement of exploration activities, investing cash assets in interest bearing bank accounts and
the general administration of the Company.

The Consolidated Entity's net loss for the half-year was $203,547 (2004: $71.670) representing a significant
increase compared to the previous period. There was an improvement in revenue for the half-year to $54,402
{2004: $30,894) achieved primarily from investing the Company’s cash assels. The operating costs over the half-
year increased to $293,547 (2004: $102,564) which was the major component of the Consolidated Entity’s net
loss. The majority of operating costs for the half-year were associated with conducting due difigence
investigations on the acquisition of Mineral Investrnents Pty Lid, higher costs associated with the administration
of the Company and additional compliance costs incurred during the petiod.

On 15 August 2005 the Cornpany fodged a Prospectus with the Australian Stock Exchange Limited ("ASX").

Under the Prospecius, the Cormpany made four separate offers comprised of the following:

{i} Round Up Offer: An offer to existing Prairie shareholders holding less than a minimum parcet of 10,000 shares
to apply for such number of additional shares and equivalent number of options exercisable at 25 cents on or
hafore 31 May 2008 to bring their shareholdings to at least 10,000 Shares.

{ii} Priority Offer: An offer to existing Prairie shareholders to apply for additional shares and equivalent numbaer of
options exercisable at 25 cents on or before 31 May 2008 in parcels of at least 10,000 shares.

{iii} Public Offer: An offer to public investors to subscribe for a minirnum of 10,500,000 Shares in the Company at
an issue price of 20 cents each to raise up to §2,100,000 together with a free attaching option exercisable at
25 cents on or before 31 May 2008. The Company reserved the right 1o accept oversubscriptions pursuant to
the Public Offer, of up to $1,000,000 through the issue of an additional 5,000,000 Shares at an issue price of
20 cents per and equivalent number of oplions.

{iv} Bonus Option Offer: An offer o existing Prairie shareholders granting one free oplion exercisable at 25 cents
on or before 31 May 2008 for every three shares held.

At a general meeting held on 12 September 2005, shareholders approved the acquisition of Mineral Investments

Pty Lid, the owner of a portfolio of prospective base rnetals projects located within Western Australia including the

Prairie Downs Zine-Lead-Copper Project.  The following resolutions put to sharsholders at the meeting were

passed:

- the number of issued shares in the capital of the Company be converted from 76,251,808 to 8,670,810
shares;

- the aliolment and issue of 8,000,000 shares and 2,000,000 options to the vendors being Mark Hansen and
Glenn Styles;

- the allotrnent and issue of up to a maximum of 17.5 million shares together with 17.5 million free attaching
options pursuant to the Prospectus;

- the allotment and issue of 750,000 shares and 750,000 free attaching options o directors pursuant to the
Prospactus; and

- the name of the Company be changed to “Prairie Downs Metals Limited”.
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Directors’ Report (Continued)

On 3 October 2005 the Company announced the offers made under the Prospectus closed oversubscribed. The
Company received applications totalling in excess of $3.5 million, including oversubscriptions of $1.0 milion.
Completion of the capital raising satisfied a condition for the acquisition of Mineral Investrnents Pty Lid. The
vendors of Minerat Investments Py Lid were issued with 8.0 million shares and 2.0 million options.

Prairie was reinstated o official ASX guotation on 21 October 2005 with the following securifies on issue:
- 34,670,163 shares;

- 22,489734 options expiring 31 May 2008 and exercisable at 25 cents; and

841,176 options expiring 31 December 2006 and exercisable at 21.25 cents.

Prairie Downs Project

Prairie Downs is located approximately 100 kilometres southwest of Newman in Western Australia. The primary
focus at Prairie Downs is high grade zinc-lead-silver deposits in the vicinity of the Prairie Downs Fault. The most

advanced prospect, Zone 1, hosts the following JORC compliant resources:

Lode Category Tonnes Zine Lead Silver Zinc metal Lead
{ty Grade Grade Grade it} metal
{%) (%) {aft) it}
Indicated 300,000 8.4 1.5 17 25,200 4,500
Inferred 520,000 5.8 1.8 17 30,680 9,360
Main Lode | Total 820,000 6.8 1.7 17 55,880 13,860
Alt Eodes | Total 1,250,000 5.7 1.8 16 71,250 22,500

Mineralisation is open at depth and along strike, with the total target potential at Zone 1 of the orderof 1510 25
milfion tonnes at a targeted grade ranging from 8% to 15% zinc, 3% to 5% lead and 10g/t to 409/t silver, indicated
by drilling and geophysics.

Reverse circulation drifling commenced in March 2006 and will continue for two to three months. The obiective is
daevelopment and exploration at Zone 1, and exploration of two recently discovered lodes and several 1P targets.
Diamond drilling will cornmence in April, a further gradient aray induced potential (1P") survey is underway and
detailed geological mapping will commence next week.

Two new lodes were discovered in Decernber. Evidence suggests that they are separate outcrops of the same
lode, and that they are in turn a continuation of the Main Lode, which would result in a fotal strike length of 3.5
kifornetres of todes. All results have been received for IP surveys completed during 2005, a total of 26 1P
anomalies have been identified of which only four have been drill tested.

Metallurgicat testwork has commenced with the initial results of flotation testwork being very encouraging. The
zine flotation performance shows good concentrate grade, high recovery and fast process time. The Company
has also appointed an engineering contractor fo complete a concepiual study to provide the basis for further
exploration and development planning.

Coppermine Bore Project

Significant resulls were received during the December 2005 quarter that have dramatically increased the
prospectivity of the Coppermine Bore project. An airborne survey discovered a new, high arnplitude uranium
anomaly and rock chip assay resulls have relurned an anomalous suite of elements remarkably similar to that at
Obympic Dam.

Rock chip samples collected from historic workings and analysed for a suite of 58 elements {0 determine the
geochemical signature of the deposit. The objective has been to allow comparison with Ausiralian sediment-
hosted granifoid-related copper-gold deposits such as Telfer and Ernest Menry, and copper-gold-uranium
deposits such as Clympic Dam.
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Coppermine Bore Project (continued)

Clyrnpic Dam is a very large copper-gold-uraniurn-silver-rare earth element {("REE") deposit. The principle REE
elernents are cerium and lanthanum and it is also anomalous in lead. Coppermine Bore is anomatous in all these
elements, which is a remarkable correlation given the unusual suite of elements at Olympic Dam. The highest
and average values for these elements in the samples from Coppermine Bore are shown in the following table.

Cu Aue U Ag Ce La Ph

{%) {g) {(ppm) {ait} (%) {%) {ppm)
Highest Value 207 1.58 370 172 >500 198 8800
Average Value 14.1 0.35 216 35.8 178 85 2552

Airborne radiornetrics have identified a high amplitude uranium anomaly with a strike length of 1.2 kilometres
along with a second, lesser anomaly over the historic Coppermine Bore workings o the southwest. These
anomaties are substantial and indicate a significant uranium mineralising event.

The magnetics show that the uranium corresponds with a zone of structural complexity at the contact between
granite and the overlying sequence of iron formations, basalt and sediments. Drainage and sand cover mask the
area between the two anomalies; however it is likely that uranium mineralisation continues beneath this cover and
is continuous over a total strike length of 2.5 kilometres.

Many of the exploration criteria have now been identified that are considered necessary for the emplacernent of
significant sediment-hosted granitoid-related copper-gold-uranium minerslisation. These features include;
uranium mineralisation on or near g granite contact, a specific geochemical signature, structural complexity and
an appropriate overlying rock sequence.

The next stage of exploration will comprise ground geophysics and geochemistry preparatory o drilling.
Geophysics is expecied to include scintillometerfspectromeler surveys to rnore cdlosely define the uranium
mineralisation and |P {"induced potential”} surveys to identify rnetal accumulations.

Longreach Well Project

The Longreach Well project is located 8900Km north of Perth. it covers a Mississippi Valley Type zinclead
prospect on the sastern margin of the Carnarven Basin. A direct analogy can be drawn io the zinc-lead deposits
of the Lennard Shelf in the Kimberley region of Western Ausiralia.

By cornparison with the Lennard Shelf, exploration at Longreach Well is at an early stage. The main conclusion
from previous exploration is that mineralising fluids have moved through the area. The next step is o locate the
trap sites — open spaces such as fractures and solution cavities where significant sulphide accumulation has
occurred.

There are three rmain opportunities requiring further exploration within the project area: structures at high-angle to
basin margin; structures that parallel the basin margin; and facies contacts. An airborne magnetic survey is
planned for the March quarter to better define these prospective structures.

A detatled literature search during the quarter identified an obscure reference to gossans o the immediate north
of the project area. An exploration licence has been applied for over these gossans.

Perenjori Project

The Perenjori project is located in the Gullewa Greenstone bell, 270 kilometres northeast of Perth and 65 Km
from the Golden Grove zinc-copper-gold deposits. Mineralisation occurs in a felsic volcanic unit which is the
same unit that hosts the Golden Grove mine.

The project covers a Zkm long gossan anornalous in bhase metals and gold. Drilling by previous explorers is wide
spaced and shallow and most anomalous intercepts are open down dip and down plunge.

Amongst many anomalous intersections, the best previous drill results are: 1 metre @ 11.3% zinc & 4.1% lead; 1
metre @ 3.8% zinc & 1.2% lead; 5 melres @ 1.9% copper & 18¢/t silver; 1 metre @ 5.3g/t gold. All intersections
are within 100 metres of the surface.
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Perenjori Project (continued)

Exploration o date indicates that the main potential for economic mineralisation lies down dip from the known
mineralisation. in addiion, a number of gossans, soil anomalies and geophysical anomalies have been
inadeguately tested, thus leaving potential for further discoveties.

The Peranjori project tenement covers the entire known surface and near surface base metal mineralisation of
the greenstone belt in this district. The drilling to date is foo shallow and wide spaced to be considered as
anything other than an indication of the anomalisrn of the zone. By comparison fo the exploration history of the
nearby Golden Grove deposils, Perenjori should be regarded as positioned near the end of early phase
exploration.

Exploration planned for late 2008 will include reappraisal of existing geophysics and a high definition airborme
rmagnetic survey.

Information in this directors’ report that refates to Exploration Resulfs or Minerat Resowrces s based on information compiled
by Mr David Broomfield and Kr Mark Hansen, who are Mambers of The Austrafasian Institute of Mining and Metaflurgy. Mr
Hansen has sufficient experience which is relevant fo the siyfe of minerafisation and type of deposit under consideration and to
the activity which he is underfaking fo gualify as & Competent Person as defined in the 2004 Edition of the ‘Austratasian Code
for Reporting of Exploration Resulfs, Mineral Resources and Ore Reserves. Mr Broorfiefd and Mr Hansen consent fo the
inciusion in this report of the statements based on their information in the form and comtext in which it appears.

Signed in accordance with & resolution of the directors.

Jeremy Shervington
Chairman

Dated this 15" day of March 2006, Perth WA
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Auditor’s Independence Declaration to the Directors of Prairie Down Metals

Limited

In relation to our review of the {inancial report of Prairie Down Metals Eimited for the hali-year

ended 31 December 2063, 1o the best of my knowiedge and belief, there have been no

contraventions of the auditor independence requirements of the Corporations Act 2001 or any

applicable code of professional conduct.

-y
el

Ernst & Young

7.7,;//

VW Fidy
Partner

Perth

15 March 2606

VT HOGBATAVIA DY

Liahility fimited by a scheme approved under
Professional Standards Lepisiaiion.
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Condensed Income Statement

FOR THE HALF-YEAR ENDED 31 DECEMBER 2005

Note
Continuing operations
Revenue 2
Cost of sales
Gross profit
Other expenses
{ oss from continuing operations before tax 2

ncome fax expense
L oss after tax from continuing operations

Net loss for the period attributable to members of
parent

Loss per share (cents per share)

- basic for loss for the half-year

- dituted for loss for the half-year

- dividends paid per share 3
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Condensed Balance Sheet

AS AT 31 DECEMBER 2005

Note

ASSETS

Current Assets

Cash and cash eguivalents
Trade and other receivables
Prepaymenis

Total Current Assets

Non-current Assets

Plant and equipment
Exploration and evaluation
Total Non-current Assets
TOTAL ASSETS

LIABILITIES

Current Liabilities
Trade and other payables
Total Current Liabilities
TOTAL LIABILITIES

NET ASSETS

EQUITY

tssued Capitat 4
Retained Earnings

TOTAL EQUITY
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Condensed Cash Fiow Statement

FOR THE HALF-YEAR ENDED 31 DECEMBER 2005

Note

Cash flows fromf{used in) operating activities
Payrnents to suppliers and employees

Other

Net cash flows used in operating activities

Cash flows used in investing activities

Exploration and evaluation

Furchase of plant and equipment

Cash balance resulling from acquisition of Mineral
nvestrnents Lid Py

Net cash flows used in investing activities

Cash flows from financing activities
Proceeds from issue of shares

Capital raising expenses

Net cash flows from financing activities

Net increasefdecrease in cash and cash equivalents
Cash and cash equivalents at beginning of peried
Cash and cash equivalents at end of period g
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Condensed Statement 0f Changes in Equity

FOR THE HALF-YEAR ENDED 31 DECEMBER 2004

Affributable to Equity Holders of Parent
issued Capitat Accumulated Total
CONSOLIDATED Losses
§ 3 ¥

At 1 July 2004 1,165,643 {317,251} 848,392
Loss for the pariod - {71,670} (71,670}
Total incomef{expense) for the period “ {71,670} {71,670}
At 31 December 2004 1,165,643 {388,921} 176,722

FOR THE HALF-YEAR ENDED 31 DECEMBER 2005

Affributable to Equity Holders of Parent
fssued Capital Accumulated Total
CONSOLIDATED fosses
§ 3 ¥

At 1 July 2005 1,120,282 {513,463} 506,819
Loss for the pariod - {293,547} {293 547
Total incomef{expense} for the period . {203,547} {283,547}
Share issues:

- Purchase of Mineral Investments Pty Lid 1,600,000 - 1,800,000
- Prospectus capital raising 3,500,000 - 3,500,000
- Cost of capital raising {262,507} - {262,507
- Conversion of options 2,500 - 2,500
At 31 December 2005 5,960,275 {807,010} 5,153,285

10
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Notes to the Half-Year Financial Statements

FOR THE HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT

The half-year financial report does not include all notes of the type normally included within the annual financial
report and therefore cannot be expected {o provide as full an understanding of the financial performance, financial
position and financing and investing aclivities of the consolidated entity as the full financial report.

The half-year financial report should be read in conjunction with the annuat Financial Report of Prairie Downs Metals
Limited as at 30 June 2005, which was prepared based on Australian Accounting Standards applicable before 1
January 2005 (‘(AGAAPY).

i is also recommended that the half-year financial report be considered together with any public announcemeants
made by Prairie Downs Metals Limited and its controlled entities during the half-year ended 31 Decemnber 2005 in
accordance with the continuous disclosure obligations arising under the Corporations Act 2001,

{a) Basis of accounting

The half-year financial report is a general-purpose financial report, which has been prepared in accordance with the
requirements of the Corporations Act 2001, applicable Accounting Standards including AASRE 134 "Interim Financial
Reporting" and other mandatory professional reporting requirernents.

The half-year financial report has been prepared on a historical cost basis.

For the purpose of preparing the half-year financial report, the half-year has been lreated as a discrete reporting
pariod,

{b} Statement of compliance

The half-year financial report complies with the Corporations Act 2001 and AASE 134 "interim Financial Reporting”.
Compliance with AASB 134 IFRS ensures compliance with International Financial Reporting Standard 34 “Interim
Financial Reporting”.

This is the first half-year financial report prepared based on AIFRS and comparatives for the half-year ended 31
Decernber 2004 and full-year ended 30 June 2005 have been restated accordingly except for the accounting policies
in respect of financial instrurnents. The consolidated entity has not restated comparative information for financial
instrurnents as permitted under the first-time adoption transitional provisions. The accounting policies for financial
instrurnents applicable to the comparative information are consistent with those disclosed in the lodged 2005 annual
financial report. A summary of the significant accounting policies of the Group under AIFRS are disciosed in Note
1{c) balow.

Reconciliations of:

- AIFRS equity as at 1 July 2004, 31 December 2004 and 30 June 2005; and

- AIFRS profit for the half-year 31 Decernber 2004 and full year 30 June 2005,

to the balances reported in the 31 December 2004 half-year report and 30 June 2005 full-yvear financial report
prepared under AGAAP are detailed in Note {e) below.

{c} Summary of significant accounting policies

{i) Basis of consolidation
The consolidated financial siatements comprise the financial statements of Prairie Downs Melals Limited and its
subsidiary {'the Group').

The financial statements of the subsidiary are prepared for the same reporting pariod as the parent company, using
consistent accounting policies.

Adiustments are made to bring into line any dissimitar accounting policies that may exist.

11
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Notes to the Half-Year Financial Statements (Continued)

FOR THE HALF-YEAR ENDED 31 DECEMBER 2005

{c} Summary of significant accounting policies {continued)
All intercompany balances and transactions, including unrealised profits arising from intra-group transactions, have
been eliminated in full. Unrealised losses are eliminated unless costs cannot be recovered.

The subsidiary is consolidaied from the dale on which control is iransferred to the Group and cease o be
consolidated from the date on which control is transferred out of the Group.

Where there is loss of controt of a subsidiary, the consolidated financial stalements include the results for the part of
the reporting petiod during which Prairie Downs Metals Limited has conirol.

During the half year Prairie Downs Metals Limited acquired Mineral Invesiments Pty Lid. This was an acquisition of
a group of net assets that does not constitute a business combination. Accordingly, the cost of Mineral investrments
Pty Ltd has been allocated between the individual identifiable assets and lisbilities acquired based on their relative
fair values at the date of acquisition.

{ii) Plant and equipment
Plant and equipment is stated at cost less accumulated depreciation and any impairment in value,

Depreciation is calculated on a diminishing value method over the estimated useful life of the asset as follows:
- Plant and equipment - over 3 to 5 years

impairment
The carrying values of plant and equipment are reviewed for impaittnent when events of changes in circumstances
indicate the carrying value rhay not be recoverable.

For an asset that does not generate largely independent cash inflows, the recoverable amount is determined for the
cash-generating unit o which the asset belongs.

if any such indication exists and where the carrying values exceesd the estimated recoverable amount, the assets or
cash-generating units are written down to their recoverable amount.

The recoverable amount of plant and eguipment is the greater of fair value less costs 1o sell and value in use. In
assessing value in use, the estimated future cash flows are discountsd to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset

Upon disposal, any revaluation reserve relating to the particular asset being sold is transferred o relained samings.

An item of plant and equipment is derecognised upon disposal or when no future economic benefits are expected to
arise from the continued use of the asset.

Any gain or loss arising on derecognition of the asset {calculated as the difference belween the net disposal
proceeds and the canying amount of the item) is included in the income staterment in the period the item is
derecognised.

{iii) Borrowing costs
Borrowing costs are recognised as an expense when incurred.

12
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Notes to the Half-Year Financial Statements (Continued)

FOR THE HALF-YEAR ENDED 31 DECEMBER 2005
{c) Summary of significant accounting policies {continued)

{iv) Exploration expenditure
Exploration and evaluation expenditure is stated at cost and is accumulated in respect of each identifiable area of
nterest.

Such costs are only carried forward to the extent that they are expectsd to be recouped through successful
development of the area of interest (or altemnatively by its sale), or where activities in the area have not yel reached a
stage which permits a reasonable assessrnent of the existence or otherwise of economically recoverable reserves
and active operations are continuing.

Accumulated costs in relation fo an abandoned area are written off to the income staternent in the period in which the
decision o abandon the area is made.

The Directors review the carrying value of each area of interest at balance date and sxploration expenditure which no
longer satisfies the above policy is written off.

{v} Recoverable amount of assets

At each reporting date, the Group assesses whether there is any indication that an asset may be impaired. Where an
indicator of impairment exists, the Group rnakes a formal estimate of recoverable amount. Where the carrying
arnount of an asset exceeds ifs recoverable amount the asset is considered impaired and is written down to its
recoverable amount.

Recoverable amount is the greater of fair value less cosis to sell and value in use. it is determined for an individual
asset, unless the assel's value in use canno! be estimated to be close to its fair value less costs to sell and it does
not generate cash inflows that are largely indepandent of those from other assets or groups of assets, in which case,
the recoverable amount is determined for the cash-generating unit to which the asset belongs.

in assessing value in use, the estimated future cash flows are discounted to their present value using a pre tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the assetl.

{vi} Trade and other receivables
Trade receivables, which generally have 30-90 day terms, are recognised and carried at original invoice amount less
an allowance for any uncollectible amounts.

An estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are written
off when identified.

{vit) Cash and cash equivalents
Cash and short-lerm deposits in the balance sheet comprise cash at bank and in hand and short-term deposits with
an original maturity of three months or less.

For the purposes of the Cash Flow Staternent, cash and cash equivalents consist of cash and cash equivalents as
defined above, net of outstanding bank overdrafis.

13
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Notes to the Half-Year Financial Statements (Continued)

FOR THE HALF-YEAR ENDED 31 DECEMBER 2005

{c) Summary of significant accounting policies {continued)

{viii} Share-based payment transactions

The Group provides benefits to employees {including directors) of the Group in the form of share-based payment
transactions, whereby employeses render services in exchange for shares or righis over shares {‘squity-setiled
transactions'}.

There is currently no share or option plans in place to provide these benefits.

The cost of equity-setifed transactions with employees is measured by reference to the fair value at the date at
which they are granted. The fair value is determined by an external valuer using a binomial modet.

in valuing equity-settled transactions, no account is taken of any performance conditions, other than conditions
linked to the price of the shares of Prairie Downs Metals Limited {"market conditions”}.

The cost of equity-seitled ransactions is recognised, together with a corresponding increase in equily, over the
period in which the performance conditions are fuffilled, ending on the date on which the relevant employeses
become fully entitled to the award {'vesting date’}.

The cumulative expense recognhised for equity-setited transactions at sach reporting date untit vesting date reflects
{i} the exteri to which the vesting period has expired and {ii} the number of awards that, in the opinion of the
directors of the Group, will ultimately vest. This opinion is formed based on the best available information at balance
date. No adjustment is made for the likelihood of market performance conditions being met as the effect of these
conditions is included in the determination of fair value at grant date.

No expense is recognised for awards that do not uitimately vest, except for awards where vesting is conditional upon
a market condition.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the terms
had not been modified. In addition, an expense is recognised for any increase in the value of the transaction as a
resutt of the modification, as measured at the date of modification.

Where an equity-setlled award is cancelled, it is treated as if it had vested on the date of canceliation, and any
expense not vel recognised for the award is recognised immediately. However, if a new award is substituted for the
cancelled award, and designated as a replacement award on the date that it is granted, the cancelled and new
award are treated as if they were a modification of the original award, as described in the previous paragraph.

The dilutive effect, if any, of oulstanding options is reflected as additional share dilution in the computation of
earnings per share.

{ix) Leases
Operating lease paymenis are recognised as an expense in the income staternent on a straight-line basis over the
lease term.

{x) Revenue
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured.

interest

Revenuye is recognised as the interest accrues (using the effective interest method, which is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial instrument) to the net carrying
arnount of the financial asset.

14
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Notes to the Half-Year Financial Statements (Continued)

FOR THE HALF-YEAR ENDED 31 DECEMBER 2005
{c) Summary of significant accounting policies {continued)

{xi) Income tax
Deferred income tax is provided on all temporary differences at the balance sheet date between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for afl faxable temporary differences:

- except where the deferred incorne tax liability arises from the inifial recognition of an asset or liability in a
transaction that is not a business combination and, at the lime of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

- in respect of taxable ternporary differences associated with investiments in subsidiaries, associates and
interests in joint ventures, except where the timing of the reversal of the temporary differences can be
controlled and it is probable that the temnporary differences will not reverse in the foreseeable future.

Deferred income tax assels are recognised for alt deductible temporary differences, carry-forward of unused tax
assets and unused tax Iosses, o the extent that i is probable that taxable profit will be available against which the
deductible ternporary differences, and the carry-forward of unused tax assets and unused tax losses can be utilised:

- except where the deferred income tax asset relating to the deductible temporary difference arises from the
initiat recognition of an asset or liability in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable profit or loss; and

- in respect of deductible temporary differences associated with investments in subsidiaries, associates and
interests in joint ventures, deferred tax assels are only recognised (o the extent that it is probable that the
temporaty differences will reverse in the foreseeable future and taxable profit will be available against which
the temporary differences can be ulilised.

The carrying arnount of deferred income tax assets is reviewed at each balance shest date and reduced to the extent
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax
asset to be ulilised.

Deferred income fax assels and liabilities are measured at the tax rates that are expected {0 apply to the year when
the asset is realised or the liability is setled, based on tax rales (and lax laws) that have been enacied or
substantively enacted at the balance sheet date.

income taxes relating to items recognised directly in eguity are recognised in equity and not in the income statement.

{xii) Other taxes
Revenues, expenses and assals are recognised net of the amount of G8T except
- where the G8T incurred on a purchase of goods and services is not recoverable from the iaxation authority,

in which case the GST is recognised as part of the cost of acquisition of the asset or as part of the expense
iterm as applicable; and

- receiveables and payables are staled with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as pan of receivables or
payabies in the balance sheet.

Cash flows are included in the Cash Flow Staternent on a gross basis and the GST compenent of cash flows arising

fromn investing and financing activities, which is recoverable from, or payable to, the laxation authority are classified
as operating cash flows.

Commitrnents and contingencies are disclosed net of the amount of GST recoverable from, or payable fo, the
taxation authority.
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PRAIRIE DOWNS METALS LIMITED
ABN 23 008 677 852
HALF-YEAR REPORT

Notes to the Half-Year Financial Statements (Continued)

FOR THE HALF-YEAR ENDED 31 DECEMBER 2005

{d) AASB 1 Transitional exemptions
The Group has rmade its election in relation fo the transitional exernptions allowed by AASE 1 "First-time Adoption of
Australian Equivalents to International Financial Reporting Standards’ as follows:

Share-based payment fransactions
AASE 2 'Share-Based Payments’ is applied only to equity instruments granted after ¥ November 2002 that had not
vested on or before 1 January 2005,

Exemption from the requirement o restate comparative information for AASB 132 and AASB 138 The Group has not
elected to adopt this exemption and has applied AASB 132 'Financial Instuments:

Presentation and Disclosure’ and AASB 139 'Financial instruments: Recognition and Measurement fo its
comparative information.

{e) Impact of adoption of AIFRS

The directors have determined there is no impact on total equity as a result of adopting AIFRS as at transition on 1
July 2004, as at 31 December 2004 or as at 30 June 2005. In addition there is no impact to loss after tax as a result
of adopting AIFRS for the six month period ending 31 December 2004 or for the year ended 30 June 2005,

There are no material differences between the cashilow statement as prasented under AIFRS and those presented
under AGAAR,
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PRAIRIE DOWNS METALS LIMITED
ABN 23 008 677 852
HALF-YEAR REPORT

Notes to the Half-Year Financial Statements (Continued)

FOR THE HALF-YEAR ENDED 31 DECEMBER 2005

2 REVENUE AND EXPENSES
{a) Specific ltems
Loss bafore incomne tax expense includes the following revenues and expenses
whose disclosure is relevant in explaining the performance ;

{i) Revenue
Interest income

{ii Expenses
ASX listing fees
Share registry expenses
Consulting fees
Directors' fees
Depreciation

3 DIVIDENDS PAID AND PROPOSED

There were no dividends proposed or paid during the half-year ended 31 Decembaer 2005.

4 ISSUED CAPITAL
Ordinary shares
lssued and fully paid

tMovements in ordinary shares on issug

At 1 July 2005

issued on § October 2005 in exchange for issued
share capital of Mineral Investments Py Lid

issued on 10 Octlober 2005 pursuant o a public offer
of securities under a Prospectus dated 15 August
2008

tssued on 2 Decamber 2005 for cash on exercise of
share options

Capital raising expenses
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PRAIRIE DOWNS METALS LIMITED
ABN 23 008 677 852
HALF-YEAR REPORT

Notes to the Half-Year Financial Statements (continued)

FOR THE HALF-YEAR ENDED 31 DECEMBER 2005
5 SEGMENT REPORTING

The Company's activities consist predominantly of minerals exploration and evaluation within Australia.
6 CHANGE IN COMPOSITION OF ENTITY

Acquisition of Mineral investrnents Pty Lid

On 5 October 2005 Prairie Downs Metals Limited acquired 100% of the issued capital of Minerat Investrnents Pty
Lig {"Mineral’), an unlisted private company which owned a portfolic of prospective base metal projects located
within Westermn Australia including:

- Prairie Downs Project

- Coppermine Bore Project

- Longreach Well Project

- Perenjori Project

This has not been accounted for as a business combination as it is the acguisition of a group of net assets and
not a business.

i connection with the acquisition, Prairie Downs Metals Limited issued 8,000,000 ordinary shares with a fair value
of 20 cents each based on the issue price of shares offered to public investors under a Prospecius dated 15
August 2005.

From the date of acquisition, Mineral Investiments Pty Lid has not contributed o the net loss of the group.

The fair value of identifiable assets and liabilities of Mineral Invesimenis Ply Lid as at the date of acquisition are:

Cash and cash equivalents
Exploration and evaluation

Loan advance
Fair value of net assets

Consideration
Shares issued at fair value
Acquisition costs

Total consideration

The cash outflow on acguisition is as follows:
Net cash acquired with subsidiary
Cash paid

Net cash inflow
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PRAIRIE DOWNS METALS LIMITED
ABN 23 008 677 852
HALF-YEAR REPORT

Notes to the Half-Year Financial Statements (continued)

6 CHANGE IN COMPOSITION OF ENTITY (CONTINUED)
Assets included in this balance consist of mining projects that have been subject to exploration activities.
7 CONTINGENT ASSETS AND LIABILITIES
There are no contingent assets or iabilities.
8 EVENTS AFTER THE BALANCE DATE
There have been no significant events that have occurred subsequent to the balance date.
9 ADDITIONAL INFORMATION
Reconciliation of Cash

For the purposes of the Condensed Cash Flow Staternent, cash and cash equivatents comprise the following at
31 December 2005

Cash at bank and in hand
Short term deposits
Comrnarcial bills
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PRAIRIE DOWNS METALS LIMITED
ABN 100 076 006
HALF-YEAR REPORT

Directors’ Declaration

in accordance with a resolution of the directors of Prairie Downs Metals Limited, | state that:

in the opinion of the directors:

{a} the financial statements and notes of the consolidated entity:

{{y give a rue and fair view of the financial position as at 31 December 2005 and the performance for the hailf-
year ended on that date of the consolidated entity; and

{iiy comply with Accounting Standard AASE 134 “Interim Financial Reporting” and the Corporations Requlations
2001; and

{b} there are reasonable grounds to believe that the Company will be able to pay its debts as and when they
becorne due and payable.

On behalf of the Board

Jeremy Shervington
Chairman

Dated this 15" day of March 2006, Perth WA
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Independent review report to members of Prairie Down Metals Limited

Seope

The financial veport and divectors’ responsibility

The financial report comprises the balance sheet, income statement, cash flow statement, statement of changes in equity and
accompaying notes to the financial statements for the consolidated entity comprising both Prairie Down Metals Limited (the
company) and the entity it controlled during the half vear, and the directors” declaration for the company, for the period ended 31
December 2005,

The directors of the company are responsible for preparing a financial report that gives a true and fair view of the financial position
and performance of the consolidated entity, and that complies with Aceounting Standard AASE 134 “Interim Financial Reporting”,
in accordance with the Corporations Act 2004, This includes responsibility for the maintenance of adequate accounting records and
internal controls that are designed to prevent and deteet finud and error, and for the accounting policies and accounting estimates
inherent in the financial report.

Review approach

We conducted an independent review of the financial report in order to make a statement about {t to the members of the compuny.
amd in order for the company to Jodge the financial report with the Australian Stock Exchange and the Australian Securities and
[nvestments Commission.

Our teview was conducted in accordance with Australian Auditing Standards applicable to review engagements, in order to state
whether, on the basts of the procedures described, anything has come to our aftention that would indicate that the financial report is
not presented fhirly in necordance with the Corporafions Aot 2001, Accounting Standard AASB 134 “Interim Finuncial Reporting™
amd other mandatory financial reporting requirements in Australia, so as to present a view which is consistent with our understanding
of the consofidated entity’s financial position, and of its performunce as represented by the results of its operations and cash flows.

A review is limited primarily to inguiries of company persomnel and analytical procedures applied to the financial dats. These
procedures do not provide all the evidence that would be required in an audit, thus the level of assurance is less than given in an
andit. We have not performed an audit and, nccordingly, we do not express an audit opinion.

Independence

We are independent of the company, and isve met the independence reguirements of Australian professional ethical pronouncements
and the Corporations Act 200, We have given to the directors of the company a written Auditor’s [ndependence Declaration, a
copy of which is included in the Directors” Report.

Statement
Based on our review, which is not an audit, we have not become aware of any matter that makes us believe that the financial report of
the consolidated entity, comprising Prairie Down Metals Limited and the entity it controlled during the halfiyear is not in accordance

with:
{a) the Corporations Act 2004, inclading:
{1} giving a true and fair view of the financial position of the consolidated entity st 31 December 2005 and of is
performance for the half-vear ended on that date; and
{it} complying with Accounting Standard AASB 134 “Intertm Financial Reporing™ and the Corporations
Regulations 200 ; and
(b other mundutory financial reporting requirements in Australia,

QMJ—;K*Y

Ernst & Young

77@/

VW Tidy
Partner

Perth

15 March 2006

Liabtlity iimited by a scheme approved under
T HE PRATREE Professional Standards Legisiation.



