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PALADIN RESOURCES LTD
ACN 061 681 098

NOTICE OF ANNUAL GENERAL MEETING
NOTICE IS HEREBY GIVEN that the Annua! General Meeting of the members of Paladin
Resources Lid ("Company")} will be held at The Celtic Club, 48 Ord Street, West Perth,

Western Australia on 23 November 2004 at 10.00am for the purpose of transacting the
following busmess.

AGENDA
BUSINESS

An Expianatory Memorandum containing mformation m relation to each of the following
Resolutions accompanies this Nofice of Meeting.

L FINANCIAL REPORTY

To receive the financial report for the year ended 30 June 2004, and the Directors’ and
Auditors’ Reports thereon.

Resolution 1 — Election of Director

To consider and, if thought fit, to pass the following resolution as an ordinary resolution:
“That Mr Rick Crabb be re-elected as a Director™.

Resolution 2 — Amendments to the Constitution

To consider and, if thought fit, to pass the following resolution as a special resolution:
"That, pursuant to section 136 of the Corporations Act, the Company's Constitution be
amended as set out in Annexure B to the Explanatory Memorandum accompanying
this Notice of Meeting."

Resolation 3 — Ratification of Previous Issue of 39,500,000 Shares

To consider and, if thought fit, to pass the following resolution as an ordinary resolution:
“That, for the purposes of Listing Rule 7.4 of the Listing Rules of the Australian Stock

Exchange Ltd and for all other purposes, the Company ratifies the allotment and issue
of 39,500,600 fully paid ordinary shares to:

Allottee Number of Shares Issue Price Date
National Nominees Limited 16,557 783 11 cents 09 June 2004
ANZ Nominees Limited 15442217 11 cents 09 June 2004
ANZ Nominees Limited 7500 600 40 cents October 2004
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For the purposes of Resolution 3:
{1} The shares issued are fully paid ordinary shares which rank part passu with existing shares.

{2) The Company will disregard any votes cast on this Resolution 3 by any person who participated in the issue
or any associate of that person. However, the Company need not disregard a vote if!

* it is cast by a person as proxy for a person who is entitled to vote, in accordance with the directions on
the proxy form; or

* it ig cast by the person chairing the meeting as proxy for a person who is entitled to vote, in accordance
with a direction on the proxy form to vote as the proxy decides.

Resolution 4 — Grant of Options to Rick W Crabb
To consider and, if thought fit, to pass the following resolution as an ordinary resolution:

"That pursuant to Listing Rules 7.1 and 10.14 of the Listing Rules of Australian Stock
Exchange Limited, section 208 of the Corporations Act and the Paladin Employee
Share Incentive Option Plan, the Company approve and authorise the grant and
issue of 3,250,000 options for no consideration, at an exercise price of $1.00,
expiring 3 vears from the date of grant, on the terms and conditions set out in the
Explanatory Memorandum accompanying this Notice of Meeting (including
Annexure A to the Explanatory Memorandum) to Rick W Crabb or his nominee.”

The Company will in accordance with section 224 of the Corporations Act and the Listing Rules of the ASX, disregard any
votes cast on the Resolution by a director of the Company, any person who may participate in the proposed issue or who might
obtain a benefit, except a benefit solely in the capacity of a security holder, if the resolution 18 passed, or any associates of those
persons. However, the Company need not disregard a vote i

{a) it s cast by & person as proxy for a person who is entitled 1o vote, in accordance with the directions on the proxy Torm;
or
{l} it i cast by a person chairing the meeting as proxy for a parson who is entitled to vote, in accordance with a direction

on the proxy form to vote as the proxy decides.

Resolution 5 — Grant of Options to John Borsheff
To consider and, if thought fit, to pass the following resolution as an ordinary resolution:

"That pursuant to Listing Rules 7.1 and 10.14 of the Listing Rules of Australian Stock
Exchange Limited, section 208 of the Corporations Act and the Paladin Employee
Share Incentive Option Plan, the Company approve and authorise the grant and
issue of up to 3,750,000 options for no consideration, at an exercise price of $1.00,
expiring 3 vears from the date of grant, on the terms and conditions set out in the
Explanatory Memorandum accompanying this Notice of Meeting (including
Annexure A to the Explanatory Memorandum) to John Borshoff or his nominee.”

The Company will in accordance with section 224 of the Corporations Act and the Listing Rules of the ASX, disregard any
votes cast on the Resolution by a director of the Company, any person who may participate in the proposed issue or who might
obtain a benefit, except a benefit solely in the capacity of a security holder, if the resolution 18 passed, or any associates of those
persons. However, the Company need not disregard & vote ift

{a) it s cast by a person as proxy for & personn who is entitled 1o vote, in accordance with the directions on the proxy Torm;
or
{l} it ig cast by a person chairing the meeting as proxy for a parson who is entitled to vote, in accordance with a direction

on the proxy form to vote as the proxy decides.
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Resolution 6 — Grant of Options to Dr Leon Pretorius
To consider and, if thought fit, to pass the following resolution as an erdinary resolation:

"That pursuant to Listing Rules 7.1 and 10.14 of the Listing Rules of Australian Stock
Exchange Limited, section 208 of the Corporations Act and the Paladin Employee
Share Incentive Option Plan, the Company approve and authorise the grant and
issue of up to 3,250,000 options for no consideration, at an exercise price of $1.00,
expiring 3 vears from the date of grant, on the terms and conditions set out in the
Explanatory Memorandum accompanying this Notice of Meeting (including
Annexure A to the Explanatory Memorandumy to Leon Pretorius or his nominee.”

The Company will in accordance with section 224 of the Corporations Act and the Listing Rules of the ASX, disregard any
votes cast on the Resolution by a director of the Company, any person who may participate in the proposed issue or who might
obtain a benefit, except a benefit solely in the capacity of a security holder, if the resolution 18 passed, or any associates of those
persons. However, the Company need not disregard a vote i

{a) it s cast by a person as proxy for & personn who is entitled 1o vote, in accordance with the directions on the proxy Torm;
or
{15 it is cast by a person chairing the meeting as proxy for a person who 1s entitled to vote, in accordance with a direction

on the proxy form to vote as the proxy decides.

For the purpose of Resolutions 1 to 6:

“Company” means Paladin Resources ACN 061 681 094,
"“Corporations Act” means the Corporations Act 2001 (Cth};

"Option” means an option to acquire a Shave, the terms and conditions of which ave set out in
Annexure A to the Explanatory Memorandum accompanying this Notice of Meeting; and

"Share” means an ordinary fully paid share issued in the capital of the Company.
Other business

To deal with any other business which may be brought forward m accordance with the
Company's Constitution and the Corporations Act 2001 (Cth).

By order of the Board

o,

4
i

L

Gill Swaby
Company Secretary
Dated: 1 October 2004
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PROXIES

A shareholder entitled to attend and vote at the above Annual General Meeting of
shareholders may appomt not more than two proxies. Where more than one proxy 1s
appointed, each proxy may be appomted to represent a specified proportion of the
shareholder's voting rights. If such appomtment 1s not made then each proxy may exercise
half of the shareholder's voting rights. A proxy may, but need not be, a shareholder of the
Company. Proxy forms must reach the Registered Office of the Company at least 48 hours
prior to the Annual General Meeting.

ENTITLEMENT TO VOTE
For the purposes of regulation 7.11.37 of the Corporations Regulations, the Company

determmes that members holding ordinary shares at the close of busmess on 21 November
2004 will be entitled to attend and vote at the Annual General Meeting.

F5466 4



PALADIN RESOURCES LTD
ACN 061 681 098

EXPLANATORY MEMORANDUM

This Explanatory Memorandum 1s intended to provide shareholders with sufficient
information to assess the merits of the Resolutions contained in the accompanying Notice of
Annual General Meeting ("Notice') of the Company.

The Directors of the Company ("Directors”) recommend shareholders read this Explanatory
Memorandum in fuil before making any decision in relation to the resolutions.

The following information should be noted in respect of the various matters contained mn the
accompanying Notice:

Annual Accounts

Appropriate time will be devoted to the consideration of the Financial Statements and Reports
of the Company for the year ended 30 June 2004.

Resolation 1 - Re-election of Mr Rick Crabb as a Director

Resolution 1 seeks approval for the re-election of Mr Rick Crabb as a director of the
Company with effect from the end of the meeting.

The Company’s Constitution provides that at each Annual General Meeting one-third of the
Directors or, if their number is not a multiple of three, then the number nearest to but not
more than one-third of the Directors must retire from office.

Mr Crabb retires from office in accordance with this requirement and submits himself for re~
election.

Resolution 2 — Amendments to the Constitution

Resolution 2 seeks approval to amend clause 26 of the Company’s Constitution and mtroduce
a new clause 32, The proposed amended clauses are set out 1n Annexure B to this Explanatory
Memorandum. Shareholders can obtain a fully copy of the Constitution by contacting the
Company.

The Boeard of Directors of the Company unanimousiy recommend that Sharehoiders vote to
approve Resolution 2 to amend the Constitution as noted below.

(a} Clause 32 - Partial Takeover Plebiscites
It 1s proposed to msert a new clause 32 into the Constitution. The proposed new Clause 32
requires the Company to refuse to register shares acquired under a partial takeover offer

unless a resolution 1s passed by Sharehoiders approving the offer. The Clause ceases to have
effect at the end of 3 years uniess renewed.
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(1)
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Effect of Partial Takeover Approval

The effect of the proposed Clause is that if a takeover offer is received for a proportion
only of a class of shares m the Company, the Directors are required to convene a
meeting of Shareholders fo vote on a reselution to approve the partial offer. That
meeting must be held at least 15 days before the offer closes.

If no resolution 1s vofed on at feast 15 days before the close of the offer, such a
resolution 18 deemed to have been approved.

If the resolution is rejected, the registration of any fransfer of shares resulting from
that partial offer will be prohibited and, under the Corporations Act 2001 ("Act"), the
offer will be ineffective.

If the Clause 1s adopted, it will expire 3 years after adoption unless renewed by further
special resolution.

As at the date of this Explanatory Memorandum, the Directors are not aware of a
proposal by a persen fo acquire a substantial mterest m the Company. Further, the
Directors are not aware of a proposal by any person to mcrease the extent of a
substantial mterest in the Company.

Potential Advantages and Disadvantages for the Directors and Shareholders of the
Company

The procedure available under the proposed Clause 32 enables the Directors to
formally ascertain the views of Shareholders in respect of a partial takeover offer.

This ensures that all Shareholders will have an opportunity to study a partial takeover
proposal and then attend or be represented by proxy at a meeting of Shareholders
called specifically to vote on the proposal. A majority of shares voted at the meeting,
excluding the shares of the offeror and its associates, is required for the resolution to
be passed. This will permit Shareholders to prevent a partial takeover offer scheme
proceeding if they believe that control of the Company should not be permitted to pass
under the scheme, and accordingly the terms of any future partial offer are likely to be
structured to be atfractive to a majority of Shareholders.

It may be argued that the proposal makes a partial offer takeover scheme more
difficult to proceed and that, accordmgly, such partial offers will be discouraged. This
in turn may reduce the opportunities which Shareholders may have to sell some of
their shares at an attractive price to persons seeking control of the Company and may
reduce any "takeover speculation” element in the Company's share price. It may also
be said that the provisions constitute an additional restriction on the ability of
individual Sharehoiders to deal freely with their shares.

The Directors consider that it 1s in the interests of Shareholders to have a right to vote
on a parfial fakeover and therefore recommend the inclusion of Clause 32 m the
proposed Constitution.



(b} Electronic Notification

Clause 26 of the Company’s Constitation currently provides that notice of meetings must be
served personally or by post. The proposed amendments to Clause 26 update the Constitution
by allowmg the Company fo give notices by persen, by sending them by post to the
Shareholder’s address, or by sending them to the fax number or electronic address nominated
by the Sharcholder. The amendment also mcorporates the recently miroduced section
249J(3A) of the Act, which provides that the Company may notify Shareholders of meetings
by sendmg notification to a nominated electronic address, whereby the Shareholder can click
to a hink to access the full notice and relevant materials.

The Directors believe that the electronic distribution of notices has the potential to reduce the
Company’s printing and distribution costs. However, the new means of distributing notices
will not be compulsory for Shareholders. If, following the passage of Resolution 2, the
Company decides to ufilize this method of distribution, Shareholders wiil have the choice fo
continue receiving notices by post, or to nominate an electronic address to receive notices.

The amendments to clauses 26.2 and 26.3 clarify when notices given by the various means are
deemed to be received. Where notice 1s sent by facsimile or electronic notification, service 18
deemed fo have been served on the day of its transmission, or the followmg Busiess Day (as
defined m the Constitution) if it 1s transmutted after 5:00pm or on a non-Business Day.

(c} Appointment of Proxies
Clause 12.17 currently provides that an mstrument of proxy:

"fa)  shall be in writing under the hand of the appointor or of his attorney, or, if the
appointer is a body corporate, either under seal or under the hand of a duly
authorised officer, or officers (as the case may bej or attorney;

e} shall not be valid unless the original instrument and the power of attorney or other
authority (if any} under which the instrument is signed {(duly stamped where
necessary} or a certified copy of that proxy, power or authority, is or are deposited at
or sent by fucsimile transmission to the Registered Office, or deposited at or sent by
facsimile transmission to such other place as is specified for that purpose in the notice
convening the general meeting, no later than 48 hours prior to the time of the
conmmencement of the general meeting in the place that the general meeting is being
convened (or the resumption thereof if the general meeting is adjourned and notice is
given in accordance with clause 12.6) as shall be specified in the notice convening the
general meeting (or the notice under clause 12.6, as the case may be);”

The proposed amendments to clause 12.17 will enable the Company to accept proxy forms
from shareholders electronically.

In particular, under the proposed amendment to clause 12.17 mstruments of proxy would be
permitted to be transmitted to an electronic address specified in the relevant notice of meeting,

in addition to being sent by post or facsimile.

Such instruments of proxy will not need to be physically signed by shareholders, but wiil be
taken to be signed in accordance with clause 12.17 if they have been "authenticated” m a
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manner approved by the Directors 1n accordance with the Corporations Act. The Corporations
Regulations provide that such authentication must inciude:

¢ amethod of identifying the sharehoider, which must be done by personal detaiis (such
as the member’s name, address and date of birth}; and

¢ an indication of the shareholder's approval of the information communicated, which
must be done by a form of security protection (such as the entering of a confidential
shareholder registration number, or holder identification number).

The proposed amendments reflect recent changes to the Corporations Act and Corporations
Regulations.

Resolation 3 — Ratification of Previous Issue of 39,500,000 Shares
Listing Rule 7.4

Listing Rule 7.4 permits the ratification of previous issues of securifies made without prior
shareholder approval, provided the issue did not breach the 15% threshoid set by Listing
Rule 7.1. The effect of such a ratification is to restore a company's maximum discretionary
power to issue further shares up to 15% of the issued capital of the company without requiring
shareholder approval.

Information for sharcholders

Resolution 3 has been meluded so that shareholders may approve and ratify pursuant to
Listing Rule 7.4 the 1ssue of a total of 39,500,000 fully paid ordmary shares i the capital of
the Company to those parties and on those prices detailed in Resolution 3.

Funds raised from these issues were for working capital and fo assist in the funding of the
Langer Heinrich Bankabie Feasibility Study and the Kayelekera Uranium Project.

The Company wishes to ratify the issues to those parties named m Resolution 3 pursuant to
Listing Rule 7.4 in order to allow the Company to have the right to place up to a further 15%
of its issued capifal at any time during the next 12 months. The terms of the fully paid
ordmary shares 1ssued are the same as the existing ordinary shares on i1ssue and, accordingly,
rank equally in ali respects with the existing ordinary shares on issue.

RESOLUTIONS 4 TO 6 — GRANT OF OPTIONS TO DIRECTORS

Shareholder approval is bemng sought in Resolutions 4 o 6 to grant a fotal of 10,250,000
Options to the Directors of the Company, Messrs Rick W Crabb and John Borshoff, and Dr
Leon Pretorius or thewr respective nominees.

The grant of Options is designed to encourage the recipients to have a greater mvolvement
the achievement of the Company's objectives and to provide an incentive to strive to that end
by participating in the future growth and prosperity of the Company through share ownership.
Under the Company’s current circumstances the Directors consider that the incentives to the
parties noted above, represented by the issue of these Options, are a cost effective and
efficient reward and incentive for the Company, as opposed to alternative forms of mcentive,
such as the payment of additional cash compensation to the Directors.
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The number of Options to be granted to each of the Directors has been determined based upon
a consideration of:

The remuneration of the directors - the directors wish to ensure that the remuneration
offered 1s competitive with market standards and where appropriate, based upon
performance hurdles. The directors have generally reviewed a selection of
comparable companies to determine market conditions generally and consider the
proposed number of Options to be issued will ensure that the Directors’ overall
remuneration 18 in ime with market standards. Further, m addition to the exercise price
being well above the current Share price, the Options wiil only vest on the Company
achieving a positive Bankable Feasibility Study on its Langer Heinrich Uramium Project
together with accepiable financing for the Project.

Length of service to the Company;

Incentives to ensure continuity of service of the Directors who have extensive
knowledge of the Company and its assets.

The Directors have determined the exercise price m fight of the recent price of Shares m the
Company. In this regard, 1n the 12 month period before the i1ssue of this Notice of Meeting,
the highest price of Shares was 60 cents on 29 September 2004 and the lowest price was 1.8
cenis on 18 October 2003, The latest availabie closmg price prior to the date of the Notice of
Meeting was 58 cents. In respect of the 10,250,000 Options to be granted to the Directors, the
exercise price of $1.00 1s 132% above the weighted average closing share price (43 cents) on
the ASX over the 5 trading days preceding the date of this Notice of Meeting.

Shareholders should note however that the exercise of Options is subject to the achievement
of the milestone noted above.

In the event the Options are exercised, the following amounts will need to be paid fo the
Company by the Directors:-

Director Amount to be paid
Rick W Crabb $32,250,000
John Borshoff 33,750,000
L Pretorius $3,250,000

The Company will therefore receive §10,250,000 from the Directors.

Related Party Transactions Generally

Chapter 2E of the Corporations Act prohibits a public company from giving a financial
benefit to a related party of the public company unless either:

1.

2.
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For the purposes of Chapter 2E, each of the Direcfors are considered to be related parties of
the Company.

Resolutions 4 to 6 provide for the grant of Options to the Directors of the Company which is a
financial benefit which requires sharehoider approval.

Current Holdings

met out below are details of each of the Directors” relevant méerest in the securifies of the
Company as at the date of this Notice:
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Rick W Crabb  [R W Crabb. 2,029,218 *1,000,0080 *42 250,000
{Note 1} Wesiessa Holdings Pty Limited 187,478 % 750,000
Rick Wayne Crabb & Carol Jean Crabb (Intermax 3,248,050
Fund A/C)
John Barshoff  |J Borshofl 525,157 *1,500,080 *%2,500,000
{Note 2} Aylworth Holdings Pty Limited 12,476,237 %1 000,000
Scomac Pty Lid 13,000
Scomac Management Services Pty Limited 80,000
Dir Leon Preforius |L E Pretorius 8,550,060 4} 250,000
*F% 750,000
*  Exercisabie at 15 cents on or before 30 November 2004.
*#*  Exercisabie at 22 cents on or before 26 May 2006.
**% Fxercisabie at 32 cents on or before 26 May 2006.
Notes:
1. 187,478 Shares are held by Westessa Holdings Pty Limited, of which R W

Crabb 15 one of two directors and hoids 1 fully paid share out of a total 1ssued
capital of 5,001 fully paid shares. 2,029,218 fully paid shares and 1,000,000

unlisted options are held personally by R W Crabb.

3,248,050 fully paid shares and 3,000,000 uniisted options are held by Rick

Wayne Crabb & Carol Jean Crabb (Intermax Fund A/C).

2. 2,386,222 Shares and 3,500,000 unlisted options are held by Aylworth
Holdings Pty Limited m frust for the discretionary trust known as the J and R

D Borshoff Family Trust. J Borshoff is a primary beneficiary of this frust.

10,090,015 Shares are held by Aylworth Holdings Pty Limited in trust for the

Scomac Superannuation Fund of which J Borshoff is a member.

10,000 Shares are held by Scomac Pty Ltd and 80,000 Shares are held by
Scomac Management Services Pty Limited which is trustee for the Scomac
Unit Trust. All units in the Scomac Unif Trust are held by the J and R D
Borshoff Famuly Trust. J Borshoff is one of two directors and a 50%
shareholder m each of Aylworth Holdings Pty Ltd, Scomac Management

Services Pty Lid, and Scomac Pty Ltd.

10



525,157 Shares and 1,500,000 unlisted options are held personally by J
Borshoff.

INFORMATION REQUIREMENTS

For the purposes of Chapter 2E of the Corporations Act the following mformation is
provided.

The related party to whom the proposed resolution would permit the financial benefit to be
given:

Subject to shareholder approval the following maximum number of Options will be granted to
the following related parties or their respective nominees:

Name of Related Party Number of Options
Rick W Crabb 3,250,000
John Borshoff 3,750,000
Dz Leon Pretorius 3,250,600
‘Total 10,250,000

In respect of the 10,250,000 Options to be granted to the Directors, the exercise price of §1.00
15 132% above the weighted average closing share price (43 cenis) on the ASX over the 5
trading days preceding the date of this Nofice of Meeting.

Each of the Directors and proposed directors are related parties of the Company.
The nature of the financial benefit

The proposed financial benefit fo be given i1s the grant of Options for no consideration to the
Directors as noted above. The terms and conditions of the Options to be granted fo the
Directors are set out in Annexure A to this Explanatory Memorandum.

Directors' recommendation
For the reasons noted above:

Both Mr John Borshoff and Dr Leon Pretorius {who have no interest m the outcome of the
Resolution) recommend that shareholders vote m favour of Resolution 4. Mr Rick W Crabb
declines fo make a recommendation about Resolution 4 as he has a material personal interest
in the outcome of that particular resolution as it relates to the proposed issue of options to him
mdividually.

Both Mr Rick W Crabb and Dr Leon Pretorius (who have no mterest i the outcome of the
Resolution) recommend that shareholders vote in favour of Resolution 5. Mr John Borshoff
declines fo make a recommendation about Resolution 5 as he has a material personal interest
in the outcome of that particular resolution as it relates to the proposed issue of options to him
mdividually.

Both of Messrs Rick W Crabb and John Borshoff (who have no interest m the outcome of the
Resolution) recommend that shareholders vote in favour of Resolution 6. Dr Leon Pretorius
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declines to make a recommendation about Resolution 6 as he has a material personal mterest
in the outcome of that particular resolution as it relates to the proposed 1ssue of options to him
individually.

Al the Directors were availabie to make a recommendation.

Shareholders should note that for the reasons noted above, it 1s proposed to grant Options to
non-executive directors notwithstanding Guideline 9.3 of the ASX Corporate Governance
Council Principles of Good Corporate Governance and Best Practice Recommendations
which provides that non-executive directors shouid not receive opfions.

Other information that is reasonably required by members to make a decision and that is
known to the Company or any of its Directors

The proposed ordinary Reselutions 4 to 6 would have the effect of giving power to the
Drirectors to grant up to 10,250,000 Options on the terms and conditions as set out m
Annexure A to this Explanatory Memorandum and as otherwise mentioned above. The
Company presently has 349,185,713 1ssued shares and 19,700,000 unlisted Options.

If all Options granted as proposed above are exercised, together with the existing unlisted
opiions on issue, the effect would be to dilute the share holding of existing shareholders by
2.7%. 'The market price of the Company's shares during the period of the Options will
normally determine whether or not option hoiders exercise the options. At the time any
options are exercised and shares are i1ssued pursuant to the exercise of the options, the
Company's ordinary shares may be trading at a price which 1s higher than the exercise price of
the options.

The followmg tabie gives details of the highest, lowest and latest price of the Company’s
Shares trading on the Australian Stock Exchange Limited over the past 12 months ending on
29 September 2004:

Security Highest Date of highest | Lowest Date of lowest | Latest Price on
Price price Price price 29.09.04

Ordinary 60 cents 26.09.04 1.8 cents 18.10.03 58 cents

Shares

The Directors’ base salaries per annum (mcluding superannuation) and the tofal financial
benefit to be received by them m this current period as a result of the grant of Options the
subject of Resolutions 3 to 5 are as follows:

Director Base salary p.a. (8) | Value of Options | Total Financial Benefit

(%)
Rick W Crabb 35,000 491,725 526,725
John Borshoff 230,000 567,375 797,375
Dr Leon Pretorius 132,000 491,725 623,725

Valuation of Options
The Company's advisers have valued the Options to be granted to the Directors usmg the

Black-Scholes Option Pricing Model ("BSMeodel”), which is the most widely used and
recognised model for pricing options. The acceptance of this model 1s due to its derivation
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being grounded in economic theory. The value of an option calculated by the BSModel 1s a
function of a number of variables. Their assessment of the value of the Options has been
prepared using the following assumptions:

Variable Input
Share price $0.56
Exercise price $1.00
Risk Free Interest Rate 5.03%
Volatility 86.9%
Time (years) to expiry 3 years

For the purposes of this valnation the Company's advisers have assumed 28 September 2004
as the issue date of the Options, being the date of the ASX release in relation to the proposed
issue. For the share price, the advisers have assumed 56 cents, as this represents the recent
highest price for Paladin’s shares at the time of preparation of this valuation. The advisers
have also assumed a volatility level of 86.9 given the industry m which the Company
operates, its financial position and the volatility of listed shares of other companies
comparable to Paladin. Based on the assumptions and advice from the Company's advisers, it
is considered that the estimated value of Ophions to be issued to the Directors 18 15.13 cents
per Option. This refiects the value bemg discounted by 20% tfo refiect the unlisted status of
the Options and the hmited secondary market and a probability factor of 75% in respect of the
restriction relating fo the positive outcome of the Langer Hemrich Uranium Project Bankable
Feasibility Study and associated funding.

Listing Rule 7.1

Listing Rule 7.1 broadly provides, subject to certain exceptions, that sharcholder approval is
required for any issue of securities where the securities proposed to be 1ssued represent more
than 15% of the Company's shares then on issue. Listing Rule 7.1.4 provides that for the
purposes of Listing Rule 7.1, options are treated as if they were the shares into which they
wiil, upon exercise, convert. However, the options to be issued do not represent more than
15% of the Company's shares then on issue. Listing Rule 7.1 approval is sought so that the
15% threshold i1s maintained and available for use by the Company i the future shouid the
circumstances require if.

Listing Rule 10.14

Listing Rule 10.14 requires shareholders to approve the issue of options to the Directors
pursuant to the Paladin Employee Share Incentive Option Plan. Listing Rule 10.14 broadly
requires shareholders' approval by ordinary resolution fo any issue by a listed company of
securifies to a related party.

Additional Information

For the purposes of Listing Rules 7.3 and 10.15, the following mformation is provided to
shareholders:

a} the Options will be granted fo each of the Directors, as noted above;

b} the maximum number of Options to be issued 1s 10,250,000;
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¢} the Options will be granted on a date which will be no later than one month after the
date of this Annual General Meeting;

d} the Options will be granted for no consideration;
e} no funds wiil be raised by the grant of the options;

f} the terms and condifions of the options are sef out in Annexure A to this Explanatory
Memorandum; and

gy the following parties received the following Options under the Employee Share
Option Plan in May 2004:

Director No. of Options Exercise Price Expiry Date
R Crabb 2,250,000 22 cents 26 May 2006
R Crabb 750,000 32 cents 26 May 2006
J Borshoff 2,500,000 22 cents 26 May 2006
J Borshoff 1,000,000 32 cents 26 May 2006
L Pretorius 2,250,000 22 cents 26 May 2006
L Pretorius 750,000 32 cents 26 May 2006

The Directors do not consider that from an economic and commercial point of view, there are
any costs or detriments inciuding opportunity costs or faxation consequences for the Company
or benefits foregone by the Company m granting the Options pursuant to Resolutions 4 to 6.

Netther the Directors nor the Company are aware of any other mformation that would be

reasonably required by shareholders to make a decision in relation to the financial benefits
contemplated by the proposed resolution.
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GLOSSARY

"ASIC" means the Australian Securifies and Investments Commission;

"ASX" means the Australian Stock Exchange Limited;

"Company" or "Paladin” means Paladin Resources Ltd ACN 061 681 098;
"Corporations Act” means Corporations Act 2001 (Cthy;

"Director” means a director of the Company;

"Listing Rules" means the Listing Rules of ASX;

"Notice" means the Notice of Meeting accompanying this Explanatory Memorandum;

"Options” means opiions to acquire Shares on the terms and conditions sef cut iIn Annexure A
fo this Explanatory Memorandum; and

"Shares" means fully paid ordinary shares in the Company.
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ANNEXURE A
TERMS AND CONDITIONS OF OPTIONS TO BE ISSUED
No monies will be payable for the issue of the Options.
A Certificate will be issued for the Options.
The Options shall expire 3 years after the date on which they are granted.

Options will only vest on the Company achieving a positive Bankable Feasibility Study
on ifs Langer Heinrich Uranium Project together with acceptable financing for the
Project.

The Option may not be exercised within 12 months of their date of grant, except m the
case of a takeover bid (as defined in the Corporations Act) being made for the
Company or if a scheme of arrangement is proposed to be put to shareholders for
approval or if otherwise approved by shareholders in general meefing.

Each Option shall carry the right i favour of an Eligible Person to subscribe for one
Share.

Options may be exercised in whole or in part. An exercise of only some Options shail
not affect the rights of the Option Holder to the balance of the Opfions held by him.

The issue price of Shares the subject of the Options of $1.00 per Share shall be
payabie in full on exercise of the Options.

Options shall be exercisable by the delivery to the registered office of the Company of
a notice 1n writing stating the intention of the Option Holder to exercise all or a
specified number of Options held by him accompanied by an Option certificate and a
cheque made payable to the Company for the subscription monies for the Shares.

The Company shall allot the resaltant Shares and deliver the share certificates within
five (5) business days of the exercise of the Option.

Options shall not be listed for Official Quotation on ASX.

An Option Holder may not, except with the approval of the Board of Directors (in its
sole and absolute discretion}, sell, transfer, assign, give or otherwise dispose of, m
equity or m law, the benefit of the Options. The approval of the Board of Directors
may be given subject to satisfaction of certain conditions m which event such approval
will be deemed not to occur until any such conditions have been satisfied. In
particular the Board of Directors may require the proposed new holder of Options to
enter mto a covenant with the Company pursuant to which the proposed new holder
acknowledges and agrees to be bound by the fermination provisions contamned m this
Pian. Nothing in this clause enabies the Board of Directors to refuse fo register a
proper transfer of Options.

Shares allotted pursuant to an exercise of Options shall rank, from the date of
allotment, equally with existing Shares of the Company in ali respects.
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The Company shall, in accordance with Listing Rule 2.8, make application fo have
Shares allotted pursuant to an exercise of Options hsted for Official Quotation.

If the Options are exercised before the record date of an entitlement, the Option Holder
can participate m a pro rata issue to the holders of the underlymg securities in the
Company. The Company must notify the Option Holder of the proposed issue at least
nime (9) business days before the record date. Option Holders do not have a right to
participate m new issues without exercising their options in accordance with Listing
Rule 6.19.

In the event of any reorganisation of capital of the Company, all rights of the Option
Hoider will be changed to the extent necessary to comply with the hsting rules
applying to a re-organisation of capital at the time of the re-organisation in accordance
with the Listing Rules.

The Options will not give any right to participate in dividends until Shares are allotted
pursuant fo the exercise of the relevant Options.

In the event that a pro rata issue (except a bonus issue) 1s made to the hoiders of the
underlying securities m the Company, the exercise price of the Options may be
reduced according fo the followmg formula:

0= O - E[P-(S+D}]
N+1
0= the new exercise price of the Option.
O = the old exercise price of the Option.
E = the number of underlying securities m the Company mto which one option 18
exercisable.
P= the average market price per security (weighted by reference to volume) of the

underlymmg securities in the Company during the five (3) trading days ending
on the day before the ex rights date or ex entitiements date.

S = the Subscription price for a security under the pro rata issue.

D= the Dividend due but not yet paid on the existing underlying securities (except
those fo be 1ssued under the pro rata 1ssue).

N=  the Number of securitics with rights or entitiements that must be held to
receive a right to one new security mn the Company.

The number of Shares fo be issued pursuant to the exercise of Options will be adjusted
for bonus i1ssues made prior to exercise of Options. The effect will be that upon
exercise of the Options the number of Shares received by the Option Helder will
melude the number of bonus Shares that would have been issued if the Options had
been exercised prior to the record date for bonus issues. The exercise price of the
Options shall not change as resuit of any such bonus issue.

The Company shal! nofify each Option Holder and ASX within one (1) month after the
record date for a pro-rata bonus or cash issue of the adjustment to the number of
Shares over which the Option exists and/or the adjustment to the exercise price.
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ANNEXURE B -~ AMENDMENTS TO CONSTITUTION

The proposed amendments to the Company’s Constitution under Resolution 2 are as follows:

Amendment 1: Insert after clause 31 a new clause 32 as follows:

"32.

F5466

PARTIAL TAKEOVER PLEBISCITES

32.1 Resolution to Approve Off-Market Bid

Where offers have been made under an off-market bid in respect of Shares
included in a class of shares in the Company:

(a)

(b)

the registration of a transfer giving effect to a contract resulting from
the acceptance of an offer made under the off-market bid is prohibited
unless and until a resolution (in this clause 32.1 referred to as a
“prescribed resolution”) to approve the off-market bid is passed in
accordance with the provisions of this Constitution;

(i) a person (other than the offeror or a person associated with the
offeror) who, as at the end of the day on which the first offer
under the off-market bid was made, held shares included in that
class is entitled to vote on a prescribed resolution and, for the
purposes of so voting, is entitled to one vote for each of the last
mentioned shares; and

(ii) the offeror or a person associated with the offeror is not entitled
to vote on a prescribed resolution;

(iiij  a prescribed resolution is to be voted on at a meeting, convened
and conducted by the Company, of the persons entitled to vote
o the resolution, and

(ivi  a prescribed resolution, being a resolution that has been voted
on, is to be taken to have been passed if the proportion that the
number of votes in favour of the resolution bears to the total
number of votes on the resolution is greater than one half, and
otherwise is taken to have been rejected.

32.2  Meetings

(a)

(b)

The provisions of this Constitution that apply in relation to a general
meeting of the Company apply, with modifications as the circumstances
reguive, in relation to a meeting that is convened pursuant to this
clause 32.2 as if the last mentioned meeting was a general meeting of
the Company.

Where takeover offers have been made under an off-market bid, the
Directors are to ensure that a resolution to approve the off-market bid
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32.3

32.4

32.5

is voted on in accordance with this clause O before the relevant day in
relation to the off-market bid.

Notice of Resolution

Where a resolution to approve an off-market bid is voted on in accordance
with this clause 32 in relation to the off-market bid, before the velevant day in
relation to the off-market bid, the Company is, on or before the relevant day:

(a to give to the offeror; and

(b to serve on each notifiable securities exchange in relation to the
Company,

a notice in writing stating that a resolution to approve the off-market bid has
been voted on and that the resolution has been passed, or has been rejected, as
the case requires.

Takeover Resolution Deemed Passed

Where, at the end of the day before the relevant day in relation to an off-market
bid under which offers have been made, no resolution to approve the off-
market bid has been voted on in accovdance with this clause 32, a resolution to
approve the off-market bid is to be, for the purposes of this clause 32, deemed
to have been passed in accordance with this clause 32.

Takeover Resolution Rejected

Where a resolution to approve an off-market bid under which offers have been
made is voted on, in accordance with this clause 32, before the relevant day in
relation to the off-market bid and is rejected, then:

(a notwithstanding Section 6524 of the Corporations Act, all offers under
the off-market bid that have not as at the end of the relevant day, been
accepted, and all offers (in this clause 32.5 referred to as the "accepted
offers”}) under the off-market bid that have been accepted and from
whose acceptance binding contracts have not, at the end of the relevant
day, resulted, are deemed to be withdrawn at the end of the relevant
day;

(bj the offeror is, forthwith after the end of the relevant day, to return to
each person who has accepted any of the accepted offers any
documents that were sent by the person to the offeror with the
acceptance of the offer;

(c) the offeror is entitled to rescind, and is reguived, forthwith after the end
of the relevant day, to rescind, each contract resulting from the

acceptance of an offer made under the off-market bid; and

(d) a person who has accepted an offer made under the off-market bid is
entitled to rescind the contract (if any} resulting from that acceptance.
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32.6 Renewal

This clause 32 ceases to have effect on the third anniversary of the date of the
adoption of last renewal of this clause 32."

Amendment 2: Delete clause 26.1 and replace 1t with a new clause 26.1 as follows:

"26.1

Service

A notice may be given by the Company to any Shareholder or other person receiving
notice under this Constitution either:

fa}) by serving it on the person personally;

(b} by sending it by post to the person at the address as shown in the Register of
Shareholders or the alternative address (if any) nominated by the person;

(¢} by sending it to the fax number or electronic address (if any) nominated by the
person;

(d) by sending it to the person by other electronic means (if any) nominated by the
person; oF

fe} by notifving the person in accordance with section 2491(34) of the
Corporations Act.

Notices to Shareholders whose registered address is outside Australia shall be sent
by airmail, facsimile or electronic means, or in any other way that ensures it will be
received quickly, or where applicable by the means provided for by clause 26.7."

Amendment 3: Delete clause 26.2 and replace 1t with a new clause 26.2 as follows:

"26.2

Service by Person or Post

"Where a notice is served personally it is taken to have been served when delivered.
Where a notice is sent by post, service of the notice shall be deemed to be effected by
properly addressing, prepaying and posting a letter containing the notice, and to
have been effected on the date after the date of its posting.”

Amendment 4: Delete clause 26.3 and replace 1t with a new clause 26.3 as follows:

"26.3

F5466

Service by Facsimile or Electronic Notification

Where a notice is sent by facsimile transmission or electronic notification, service of
the notice is deemed to be effected by properly addressing and transmitting the
facsimile transmission or electronic notification and to have been served on the day
of its transmission except if transmitted on a day which is not a Business Day or is
after 5.00pm (local time in the place of receipt) on a day which is a Business Day, in
which case it is taken to be served on the next Business Day.”
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Amendment 5: Delete paragraphs (a)-(f) in clause 12.17 and replace them with new

paragraphs (a)-(g} as follows:

“fa) shall be signed by the appointor or his attorney, or, if the appointer is a body

F5466

(b} .

()

(d)

(e)

1/

(g)

corporate, either under seal or signed by a duly authorised officer, or officers (as the
case may be) or attorney;

for the purposes of clause 12.17, if a notice of meeting specifies an electronic means
bv which a Shareholder mav give an instrument of proxy, the instrument of proxy
received by that electronic means will be taken to have been signed in accordance
with clause 12.17(a) if the instrument of proxy has been authenticated in a manner
approved by the Directors in accordance with the Corporations Act;

may specify the manner in which the proxy is to vote in respect of a particular
resolution and, where an instrument of proxy so provides, the proxy is not entitled to
vote on the resolution except as specified in the instrument;

shall be deemed to confer authority to demand or join in demanding a poll;

shall be in such form as the Directors determine and which complies with Section
2504 of the Corporations Act;

shall not be effective unless the instrument of proxy and, if applicable, the original
power of attorney or other authority under which the instrument is signed or a
certified copy of that power or authority, is received by the Company at its
Registered Office or is transmitted to and received at a facsimile number at the
Registered Office for at another address or facsimile number, including an
electronic address, specified for that purpose in the relevant notice of meeting) no
later than 48 hours priov to the time of the commencement of the general meeting (or
the resumption thereof if the general meeting is adjourned}); and

shall comply with the Listing Rules.”
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PALADIN RESOURCES LIMITED All correspondence to:

Patadin Resources Ltd

ACN 861 681 098 PO Box 207
Subiaco 6904 Western Australia
Telephone +B18 9381 4368
Facsimile +618 9381 4978

www . paladinresources. com.ag

hark {his box with an ‘X if you have made any changes fo your address details (see reverse)

Name:

Address:

APPOINTMENT OF PROXY

HWe being a member/s of Paladin Resources Lid and entitied to attend and vote hereby appoint
| the Chairman Write here the name of the person you are

Of the Meeting OR appointing if this person is someone other

{mark with an "X} than the Chairman of the Meeting

ar failing the persos tamed, o if no persan is named, the Chairman of the Meeting, as myfoor proxy to act generally at the meeting on niydoar behalf and to vole in scconlance with
the follerwing divections (ot if no diecctions have Deen piven, as the proxy sees 5t} af the Anouad General Meeting of Palbadin Resources {4d 1o be held af The Celtic Club, 48 Ond
Atreet, West Pertlt, Western Ausiralia, on Tuesday, 23 Novemnber 2004 st O.00am and @t any adjoarnment of that meeting,

Voting directions to your proxy - please mark to indicate your directions

Ordinary Business For Abstain* Against

ltem 1 Re-election of Director — R Crabb

ltem 2  Amendmernits to the Constitution

ltem 3  Ratification of Previous issue of Shares
ltem 4  Grant of Options to Rick W Crabb

tem 5  Grant of Options to Johin Borshoff

HENinn
aoooo o
OO0 000 L

ltem 8  Grant of Options to Leon E Pretorius

. i you mark the Abstsin box for a particular itemn, you are directing your proxy not fo vole on your behall on & show of hands or on a poll and your voles
will ol e courded in computing the required majority on & pofl,

if you do not wish to direct your proxy how fo vole, please place & mark in this box.

By marking s box, you acknowledge that the Chalrman may exercise your proxy ever
if he has an inferest in the outcome of the above resolulions and vofes cast by him other
than as proxy hotder will be disregarded because of thatf inferest.

PLEASE SIGN HERE This section must be sigred in accordance with the instructions overleaf to enable your directions to be  implementad.

Individual or Securityholder 1 Securityholder 2

Securityholder 3

Sole Director and Director Director/Company Secretary
Sole Company Secretary

Contact Name Contact Daytime Telephone Date

F5466 !



HOW TO COMPLETE THE PROXY FORM

F3466

Your Name and Address

This is your name and address as it appears on the company’s share register. If this information is incorrect, please
mark the box and make the correction on the form. Securityholders sponsored by a broker should advise their broker of
any changes. Please note, you cannot change ownership of your securities using this form.

Appointment of a Proxy

If you wish to appoint the Chairman of the Mesting as your proxy, mark the box. if the person you wish fo appoint as
your proxy is someone other than the Chalrman of the Meeting please write the name of that person. If you leave this
section blank, or your named proxy does not altend the meeling, the Chairman of the Meeting will be your proxy. A
proxy need not be a securityholder of the company. The Chalrman intends fo vote in favour of resolutions for which no
voting indication has been given.

Votes on Hems of Business

You may direct your proxy how to vote by placing a mark in one of the boxes opposite each item of business. All your
securities will be voted in accordance with such a direction unless you indicate only a portion: of voting rights are to be
voted on any item by inserting the percentage or number of securilies you wish to vote in the appropriate box or boxes.
If you do riot mark any of the boxes on a given item, your proxy may vote as hie or she chooses. If you mark more than
one box on an item your vote on that item will be invalid.

Appointment of a Second Proxy

You are entitled to appoint up to two persens as proxies fo atiend the meeting and vote on a poll. if you wish to appoint
a second proxy, an additional Proxy Form may be obtained by telephoning the company's share registry or you may
copy this form.

To appoint a second proxy you must:

{a} on each of the first Proxy Form and the second Proxy Form state the percentage of your voting rights or number
of securities applicable to that form. if the appoinimernts do not specify the percentage or number of votes that
sach proxy may exercise, each proxy may exercise half your votes. Fractions of voles wilt be disregarded.

{by  return both forms together in the same envelope.

Signing Instructions

You must sign this form as follows in the spaces provided:
Individuat; where the holding is in one name, the holdsr must sign.
Joint Holding: where the holding is in more than one name, all of the securityholders shiould sign.

Power of Atforney: fo sign under Power of Attorney, you must have already lodged this document with the registry. If
you have niot previously lodged this document for notation, please atiach a cerlified photocopy of
the Power of Attorriey to this form when you return it.

Companies: where the company has a Sole Director who is also the Sole Company Secretary, this form must
be signed by that person. if the company (pursuarit to section 204A of the Corporations Acl 2001}
does not have a Company Secretary, a Sole Director can also sign alone. Otherwise this form
must be signed by a Director jointly with either another Director or & Company Secretary. Please
irndicate the office hield by signing in the appropriate place.

If a representative of the corporation is fo attend the meeling the aporopriate "Certificate of Appointment of Corporate
Represeritative” should be produced prior fo admission. A form of the certificate may be oblained from the company's
share regisiry.

Lodgement of a Proxy and Deadline for Receipt of Proxy

This Proxy ¥orm {and any Power of Atiorney under which # is sigried) must be received at an address given below not
later than 21° November 2004 at 10.00am. Any Proxy Form received after that time will not be valid for the scheduled
mesting.

Bocuments may be lodged by post, delivery or facsimile to the Registered Office of Paladin Resources Lid
being

1 Floor, 245 Churchill Avenue
{Po Box 201}
Subiaco WA 6008
or by facsimile to fax number 08 9381 4978









Paladin - The New Energy in the Market

EMERGING URANIUM PRODUCER WITH PRIMARY FOCUS IN SOUTHERN AFRICA

LANGER HEINRICH URANIUM PROJECT, NAMIBIA
Bartkable Feasibility Study in progress, mineral resources upgraded and further drilling underway.

Financial parameters robust, NPV{109) US383M [ Project IBR 479% at USE20/b Uy

KAYELEKERA PROJECT, MALAWI
Metatlurgical drilling underway

Updated study reveals positive NPV{10%) USI6TM [ Project 1RR 329 at US$20/Ib U304

URANIUM PRICE AT 20 YEAR HIGH

Supply shortages predicted

BEST PERFORMING ASX STOCK FOR YEAR TO JUNE 2004 (UP 1,127%)

WA Business News, TRUDG Total Shareholder Refurn Survey

PALADIN SHARE PRICE PERFORMANCE
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Pear Shareholder

The past year has been a redefining one for Paladin,
The market capitalisation of the Company sat af §3
millfion at the beginning of this period and fnished
around June §47 million. By mid September this had
increased 1o $140 million - a remarkabie recovery. The
Company was declared the best performing publicly
listed company on the Australian Stock Exchange in
terms of share price improvement. AL the close of my
previous Chairman’s lelter | predicled that an exciting
vear lay ahead for Paladin and this claim has certainly
been achieved!

Six years of acquiring and developing advanced
uranium projects durdng a period of extended,
depressed uranium outlook s now set o reward your
company handsomely.  Uranium  prices  have
continued 1o 1ise, the nuclear based electricity
generating industry is thriving and uranium shorlages
are predicted for the coming decade. In this context
Patadin, with its portfolio of advanced guality uranium
projects, is ideally situated fo benefit s shareholders
and other stakeholders {(including the governments
and people of Namibla and Malawi). Paladin can
rightly consider ifself as an emerging uranium
producer and amongst the leaders of the wranium
justiors worldwide.

It April we commenced our Langer Heinrich Bankable
Feasibility Study after raising sufficient funds without
the need to farm-out or otherwise dilute thus alfowing
Patadin to retain 100% of the Project. {E took almost 9
months 1o secure these funds. Once Société Générale
offered a loan facility of $2M for the feasibility study #
provided the fuming point, uitimalely generating
worldwide interest in Paladin,

The bankable feasibility study will be completed early
next year and, with positive outcome, about USE45M
will have to be raised through debt and equity 1o fund
mine developmerd and infrastructure construction for
anticipated produchion start-up in 2006, On current
analysis this project has an NPVIO% of USI83M on
conservative sales contracts of USS20/b for uranivm
oxide. Mine fife is expected to be greater than 10
vears and, with further uranium price rises {as
forecasty, the Langer Heinrich Projedt represents a true
company maker.

We hape to start the bankable feasibility study for the
Kavelekera Project in Malawi i Aprit 2005 and, with
the study teams already in place, we foresee a
searmless transition from one project bo the other

Paladin is entering into an exciting phase of its
development. The Company will need o grow.
Additional staffing will be necessary te accept the new
challenges that fay ahead as the Company becomes a
uranium producer working in the internationat arena.

Lasthy | would like to thank my Board, all the staff and
consultants that have worked so tirelessly for Paladin
and particulary the efforts and vision of john Borshoff
our Managing Director who has placed the Company
inn such an enviable position.

Next year promises to be even more exciting!

C) i

Rick Crabb

CHAIRMAN




in the annual TRUDO survey published by WA
Business News which assesses performance of all
comnparies listed on the Australian Stock Exchange
Limited, Paladin came out as a clear winner for the
best performing company in Ausiralia for the year
ending 30 fune 2004 in terms of share price increase.
The Compamy's share price improved dramatically in
this perind from 0.08 cents per share to 14 cents per
share.

This remarkable recovery in the Company’s forlune
has been the resulf of two ¢ritical developments:-

* Paladin’s persistence in accumaulaling advanced
dranitem projects between 1997 and 2002 during a
periocd of extended depressed oullook for this
cormmnodity; and

* The phenomenal recovery that has occurred in the
nuclear industry causing the price for wranium to
spiral over the past 18 months due o shortages of
supply that are predicted.

Palactin now finds itself in a unique position where i is
the onby junior uranivm company in the world which

PROJECT SUMMARY

is 30 well prepared {o benelit from the uranium
upswing.  Patadin has a solid portfolio of advanced
gquality uvranium projects.  These are the langer
Heindch Uranium Project in Namibia, Kayelekera
Urarium Project in Malawi and the Manyingee
Uranium Project in Western Australia.

The Langer Heinrich Uranium Project has a Bankable
Feasibility Study in progress and the Kayelekera
Uranjum Project is being prepared for similar work in
2005, Although the Company’s Western Australian
uraniwm projects are not being progressed because of
negative policies of the State Labor Government with
regard o uranium, these projects nevertheless also
represerd significant assets of the Company which
cotd be considered for development later in the
decade.

Aded to this the extensive uranivm database which the
Company owns covering both Austratia and Alrica
aned it becomes evident that Paladin overalf is very well
positioned  to capitalize on the considerable
opportunities which are now becoming available from
this uranium boom and the supply shortages which
are predicied over the mid to long term.
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THE NUCLEAR REVIVAL

Uranium Supply Market - Shortages Predicted

The wuranium  spot  price  maintained  upward
momenium during the year reaching US$18.50/ib
U3On in june 2004, a 20 year high. This price
strengihening is being Created by a strongly
performing global nuclear electricity generating
regime coupled with diminished above-ground
inventories. The inabilily of miners te increase currerd
production due to hmited incremental capacity is a
key problem placing pressure on uranium pricing.
Polential uranium shortages are identified for the
period 2006 and beyond for which supply orders
need o be filled fate 2004/early 20035 due to the long
lead times invoblved. Even current elevated pricing
appears insufficient as it is not encouraging the
majorily of suppliers to release additional uranium
into the market.  For this reason, further price
incTeases are expected.

Nuciear Power Generation - Improving
Perfarmance

i 2003 three new reactors commenced commercial
operation and {wo refurbished ones connected inko
thelr grids.

Today, some 440 reactors provide 16 percent of the
wortd’s electricity. Importantly, this is virtually without
greenhouse gas emissions.  {Industriafised countries on
average generate 24 percent of their electrcity from
nuckear power). Aboul 30 more nuckear power reactors
have been permitfed and are under construction.

China and India plan at least a fowrfold increase in
nuclear capacity by 2020, white those Asian counkries
- {apan, South Korea, Taiwan, which already meet a
subistantial proportion of thelr eleciricity demand from
nuckear power, plan steady expansion.

China, Taced with an expected 129% increase in
electricity demand this year, compared with only a 9%
increase in capacity {o meet i, i3 seeking rapid
expansion of generafing capacity. The China National
Nuctear Corporation (CNNC} has confirmed plans to
expand nuclear power generation.

Bue to looming power shortages, the Nuclear Power
Corporatinn of india is speeding up construction of
three reactors to have them on fine by 2007, Up to
four more advanced reactors may be built by 2020,

13 out of 25 EU States generale power from nuclear
energy, using 155 reactors - more than a third of the
world total, Several of the remaining 12 stales, such as
Italy ard Austria, depend significantly on nuclear power
through imports. Europe depends on nuckear power for
one third of its eleciricity. A large new-generation
reactor is now being built in Finland after very careful
cost-benefit analysis and public consultation. A similar

unit has been announced for France. France i3
thoroughly commitled o nuclear power (80% of
supply} and 5 the world's largest net exporier of
electricily. The last operating coal mine in France has
ciosed, indicating the end of nearly three centuries of
dependence on the industrial era’s prime fuel.

In Ee USA public opinion is increasingly positive on the
grounds of forward price stability for electricity, dean air
values, and reliability of supply.  The US Nuclear
Regulatory Cormmission has approved further 20-year
firence exbensions with 26 (a quarter of the fotal) US
reactors now having 60-vear operating licences.  Both
USA government and industry are gearing up for a new
phase of nuclear plant construction.

Earh year the US Department of Energy publishes its
Annual Energy Outiook (AEG), and an overview of the
2004 data has been released. Five vears ago the AEO
predicted that more than half the country's nuclear
capacity would be closed down by 2020, but the new
figures show a slight nuclear capacity increase to 103
GWe in 2025, due to plant uprates and one start-up in
2007, Al this amounts to further strengthening of the
view that nuclear energy will continue o play a vital
role in US electricity generation beyond 2025,

I Canada, Ontario bas resolved fo close down it
coal-fired plants in 2007, i3 task force report rejects
reliance on gas and points {0 more nuclear for
replacement capacity and this is supported by
Government.

Nuclear Power - Competitive Costs

Recent reports analyzing the comparative costs of
power generation show nuclear power in an
increasingly favourable Bght. A new report for the
Royval Academy of Engineering looks at electricity
generation costs from new plant in the UK on a more
crediBble basis than before.  The cost of standby
capacity for wind, as well as carbon values up o £30
per tonne CO2 (£110/1C) for coal and gas are
included in this analysis. Wind power is shown to be
more than twice as expensive as nuclear power. This
skucly shows nuclear Fo be in the lowest cost category
and on present-day cost of generating UK electricity
{p/kWh} from new plants is determined as follows:-

Basic With With
cost back-up £30/1" CO;

Muckear 2.3p 3 itfa
Cas-fired CCGT 2.2p n/fa 3.4p
Coal pulverised fuel  2.5p n/a 5.0p
Coal fluidised bed 2.6p n/a 51p
Orishore wind 3.7p S5.4p nfa
Offshore wind 5.5p 7.2p fa

*or £100/1 Carbon lax



Hydrogen Economy - Need for Nuciear Power

A US National Research Council and  National
Avademy of Engineering report on The Hydrogen
feonomy affirmed the “fundarmental and dramatic
benefits” of this new technology for both energy
security  and  the  environment, though it
establishiment would take many decades to achieve.

At a recent Canadian nuclear conference a senior US
Department of Energy director said that the USA had
established a production target of 30 miflion tonnes of
hydrogen per year to replace a quarter of today’s U3
petrol consumption.  This would require some
225,000 MW thermal of nuclear power capacity and
would represent more than a 60% increase of that
wiich exists today in the US,

Global Warming - A Sericus Problem

{ames Lovelock, the wortd-Jamous British scientist who
has been ab the foretront of drawing attention to
giobal warming, has again spoken out about the
urgent need to develop nuclear power He said that
the Green {obbies had let everybody down and that
they should “drop their wrongheaded objection to
nuclear energy.”  <as=  “Civilisalion is in imminent
danger and has fo use nuclear - the one safe, available
energy source, now.” Renewable energy sources are
insufficient to make much difference. Professor

URANIUM SPOT PRICE GRAPH (HISTORICAL)

Uss

Llowvelnck is best known for developing the Gaia
hypothesis, suggesting that the Earth remains it for
fife due to self-regulating chemistry and dimate
feedback - a notion that was slow fo gain scientific
credibifity.

No firm figures have been agreed to hmil global
warming. A figure of 450ppm carbon dioxide is
suggested as the maximum tolerable level in the
atmosphere.  This would require a huge reduction
from present day emission levels. 2050 has been
suggested as the targel date for implementation of
this environmental regime.

Significant emission reduction technologies most
obviously include nuclear power supplemented by
rengwables for electricity generation, and non-fossil
prodiction of hydrogen for transport fuel. The USA
plans fo commit some §1 billion to demonsirate the
non-fossil hydrogen production, using o high-
temperature gas-coolfed nuclear reactor.
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LANGER HEINRICH URANIUM PROJECT

The Langer Helrrich Uranium Project is 100% owned
by Paladin through its wholly owned Narmibian
subsidiary Langer Heinrich Uranium (Phy) Lid. Paladin
purehased the Langer Helrrich Project in August 2002
from Artec Resources Lid. The deposit was discovered
in 1973 by Cencor Limited, a major South African
Mining House (now part of BRHP Billiton). The 2
previous owners spent a total of US$14 million on the
project. This i5 a calcrele type deposit comfaining a
giobal respurce of 41,200t U0y at a grade of 0.05%
contained in 7 designated mineralised zones along a
15k dength within an extensive palecdrainage
systerr. The deposit is located in the Namib Desert,
83 east of the major seaport of Walvis Bay.

LANGER HEINRICH MAP

in March 2003 Paladin completed the Pre-Feasibility
Study, the resulls showing clearly that the project
should be faken to final feasibility determination.

In Aprit 2004 Paladin commenced its Bankable
Feasibility Study on the Langer Heinrich Project. The
overall project management of the Bankable
Feasibifity Study was awarded to GRD Minproc based
in Johannesburg.  Improving uranium prices have
made the timing for the developmend of this project
cormpletely in tune with positive market outlook for
uranium,  The study is anticipated to cost AUDS3M
and be completed by March 2005, The cumrent
mining model allows for an annual production of
10001 of U0y over a period of at least 10 years.
Capiial cost for development will be approximately
US$45M with production start-up expected mid
2006, Using a realfistic fong fenm sales contract price
of US$20.00/1b U0 the project has strong financials
with art NPVTOU0) of USI83M and an IRR of 479%.

Metallurgical work has commenced with preliminary
feach test work being undertaken to estabiish baseline
data for uranium ex{raction and recovery. Solid-lguid
separation  characteristics of the ore will aiso be
established as a second phase of this early work. The
results of this preliminary program should refine the
scope of later work, and may lead to a shorfened
program  alowing  earlier definition of process
selection and design. A 6 fonne bulk sample from
mineralized material reflecting the key ore classes
from the deposit was coltected and sent fo the
MINTEK metatiurgical laboratories in Johannesburg for
the major tesbwork.

A number of site visits have been carried out {o
address power and water supply, Held verification for
final ore resource assessment and environmerndal and
taitings dam design studies.

The meetings with power and water supply sub-
contractors as well as Namibian government otility
agencies Nampower and Namwaler have resolved
where both services will be sourced and a preferred
supply toute has been identified. s hoped that
approvais for this route will be obtained once the
environmental assessment i completed, after which
detailed design can proceed.

Field assessment by the Aora and fauna specialists has
been completed together with an archaeological
survey of the site. Al field work has now been done
for the environmental assessment, and work on the
drait  Environment  impact  Statement  has
commernced.




Hellman and Schofield Pty ttd (H&S), mineral
resource specialists, have compleled new resource
estimates according to the Joint Ore Reserves
Commitiee (JORC) (199%) Code.

H&Ss evaluation work has confirmed and significantly
increased the  total resources previously estimated
with the tonnage of contained UiOg increasing by
20% (al a 100ppm U:Gg cut-offy and 28% (al
300ppm and 500ppm cub-offs).

Mineral Resources now stand at:-

= 89.3Mt ore at 0.046% U30sg
containing 41,200t UsOg {(100ppm cut-off)

e 42.7Mt ore at 0.076% Us0g
containing 32,300t U30p (300ppm cut-off)

e 21.2Mt ore at 0.113% U30g
containing 24,100t Us0g (500ppm cut-off)

The new resource estimates have significantly
increased the amount of Measured Resources fo
T0.2ME from the previous 2.0 ME.

Details of the new estimates at & 300ppm Uz0g cut-
off are set oot below:

This evaluation work by H&S has confirmed that a
large body of uranium mineralisation exists at Langer
Heinrich.,  These new results and reinterprefation of
the existing data by Paladin indicates thal, with
restricted  additional  drifling, sufficient  Inferred
Resources can be converted to Measured and
Indicated Resource categories in order to achieve a 10
year mine e based on oaly one open pit within the
Detaif 1 area, rather than having {o develop three pits
within Details 1, 2 and 3 as required by the current
mine schedule.

A 5000m RC drlling programme commenced in
September 2004 Lo refine the resource model. This
work will also incorporate coltecting mineralised drill
sample material for the ongoing metallurgical
testwork, This expanded programme has the abiiity to
either extend the mine fife or allow increased annual
uranivim production.  No delay is expected in the
Bankabie Feasibility Study completion because of this
work.

A new palaeochannet interprefation camied out by
Paladin identified targels not previpusly drilled. This
inciudes deeper channel sections in Defail 1 and the
possible existence of a larger and deeper, so far
unexplored, channet in the northern parks of Detail 2.
The validity of this model will also be checked during
the current drilling programme.

« Measured Resource 10.204t ore at 0.067% Us0g {6,9001 of contained Uz0g)

v Indicated Resource 4,481 ore at ¢.060% t130g (2,600t of contained Uz0g)

v Inferred Resource 28.1Mt ore at 0.080% U:0g {22,800t of contained U30g)
TOTAL 42. 70t ore at §.076% U303 {32,300t of contained 30g)

“Logking North From Kayelekera Deposit Hit Top -




KAYELEKERA PROJECT

The Kayelekera Uranium Project is located in northern
Malawi (Southern Africa) and is Bk south of the main
road thal connects the townships of Karonga and
Chitipa. 1t is 40km west of the provindial fown of
Karonga.

The Kayelekera Uranium Project is owned 90% by
Paladin through its wholly owned Malawd subsidiary
Paladin Africa Ltd.  This project had USE7M spent by
Central Electricity Cenerating Board (CEGCB), the
previous owners, culminating in completion of a final
feasibility study in 1990 which showed the project to
be uneconomic on the parameters then utifised.
Modelling of a new mining concepl by Paladin
indicates that the project can be optimised with a
positive financial oulcome. Paladin completed a Pre-
Feasibifity Study in 2000 and this showed the project
could be considered for development al US$15/b
UaOyg or higher.

KAYELEKERA MAP

Mineral Resources

Hellman and Schofield Pty LUd {(H&S), mineral
resource  specialists,  have  compileted  new
prefirninary resource estimates on the Kayelekera
Uranium Project. These are reported here according
o the JORC {1999} Code.

This evaluation work indicates the tolal resources
contained UzOg in the 100ppm and 400ppm cut off
ranges as follows:-

¢ 12.5Mt ore at 8.692% Uz0s
containing 11,500t U:0s (100ppm cut-off}

¢ Wit ore at §.14% Uz0s
containing 2,900t Uz0g (500ppm cut-off)

These estimates are reported as Inferred Category
Resources al this stage. The key aspect resiraining
classification fo the higher resource categories is
verification of the base data, which is in progress.

Pre-feasibility Update

The overall result of the new scoping engineering and
financial study shows positive project economics can
be achieved on this project. The financial models
from the Paladin's Pre-Feasibility Study carded out in
2000 have been recalculated in the fight of the
improved uranium price.  The new model, using a
conservative price for fenm cordracts of US$20/1b,
indicates the project would achieve strong retums. A
mining operation at Kayelekera producing 1,000t of
Uz0g over a 10 vear period would atiain an
NPV{10%) of USEAIM and an IRR of 32%. At
USE22.50/1h the project would oblain an NPV(T0%)
of US$BEM and an iRR of 438, Currently term
contract  prices for wranium  are reported  at
USE23.00/b.  These highly positive findings now
require further assessment of the project.

1.000m RC drilling and 150m diamond drilling for
celfection of suitable sample material for ore sorling
testwork in preparation for oplimizing and planning
of the bankable feasibility study commenced
Seplember 2004,




Bankable Feasibility Study 2005

On the basis of revived uranium markel outlook and
positive economic returns which are indicaled, a
Bankable Feasibifity Study is being considered for starf
up by mid 2005, The focus of the study will be
detailed verification of the new mining/miling
concepts planned to be adopted in the project and
vatidation {or modification, if required) of all other
mine model parameters wsed in the 1990 final
feasityility study.

The cost of the new feasibility study building on the
merits of the existing work wilf be in the vicinily of
US32.0M, can be done in 2 distingt stages and is
expected to take 18 months to complete.

With the uranturm market sutlook predicted o remain
strong during the mid to long term, the Kayelekera
Uranium  Project offers excellent potential for
development and reward for the Paladin shareholders.

PROJECT LOCATIONS

MANYINGEE PROJECT

The Manyingee Uranium Project i3 located in the
northwest of Western Austratia, 85km infand from the
coastal township of Onsiow. Good access (o the site
exisis, either via the North West Coastal Highway
{38%km) or the Barradale-Onslow road 22km o the
west. The Tubridgi Natural Gas Pipeline passes 500
mebres east of the licence area. The properly is
protected by 3 Mining Leases totalling 13km®

The Project contains an Indicated and inferred
Resource of 6.4ME of ore at a grade of 0.12% U30g
comtaining 7,680t of U30g in permeable sandstone.
Previous field trial festwork indicates the deposit is
amenable to In-situ Leach Mining (ISL).

The Project is currently mothballed and no field work
was carried out during the year, with the Southern
African projects being given priority for development.

OOBAGOOMA PROJECT

The Oobagooma Project is located 75km north east of
Derby in the Kimberley Region of Western Australia on
freehold land owned by the Commonwealth and used
by the military. The area is covered by bwo EL
applications covering 392km’. The project was
explored by Afrmeco from 1983 to 1986 during which
tine extensive rones of uranium mineralisation were
discovered.  Using geostatisical methods Afmeco
calcutated folal geological resources of 8.2Mt of ore at
a grade of 0.12% U300 containing 9,950t U0y
{300ppm cut off).

No work was carried out on this project during the
year, The main exploration effort, once the tenements
have been granfed, will be to confirm continuity of
the wranmium  mineralisation by infill  ddlling
concentrating on mineralised redox fronts as re-
interpreted and further develop the reserves for
consideration of a future |SE mining operation.

QUASAR-PALADIN JOINT VENTURE

Paladin is in joint venture in South Austratia on EL3001
and EL3078 with Quasar Resources Pty Lid, a wholly
owned subsidiary of Heathgate Resources Lid, owner
of the Beverley 15U uranivm mining operation in the
Frorne Basin, Beverly commenced operations in 2001,
Heathgate Resources is an Australian affiliate of
General Atomics of the USA,

The bwo tenements cover 1,050km?® and are logated
immediately north of the Beverley Mine tenements.
Heathgate can earn an 80% interest in these
properties with Paladin refaining a free carried inferest
of 20% and 15% respectively until completion of a
bankable feasibility study and a decision to mine.

Heathgate previously camied oul an electromagnetic
airborne TEMPEST survey over the properties to
identify  prospective palagochannels. The data
delineated numerous targets and further rotary mud
drifling Is planned fo test these prospective zones.



NON URANIUM ACTIVITIES

MT LOFTY PROJECT

The first pass exploration wark on the MU Lofty Joint
Venture tenements was completed with Absolut
Resources Corp. {"Absolut’) completing its mindmum
expenditure of 360,000 to eam a 10% interest in the
project. Absolut can earn & total of 45% on expenditure
of a further $345,000 on EL2863. Absolute has agreed
o fund the next stage of evaluation and continue
earing further equity in the joint venture. The
investigations to date have isolated high grade gokd
mineralisation in the Stockyard Guily area.

Encouraging resulls of the fist pass investigations
warrant further exploration once the small exemption
areg within the prospeciive zone has been fifted by
the Mines Department and access clearance has been
achieved to carry oul driffing in the Forest Reserve
areg. No active exploration was carried out on this
project during the year due to this access clearance
being delayed. The exploration work which 18
planned will involve RU drifling targeted to fest both
depth extension and lateral continuity of the identified
mineraiisation.




INTRODUCTION

The Board of Direclors of Paladin Resources Ltd is responsible for the corporate governance of the consolidated
entity. The Board guides and monitors the business of Patadin on behalf of shareholders, by whom they are elected
and 1o whom they are accourdable. The Board is responsible for setting corporate direction, defining policies and
monitoring the business of the Company, fo ensure it is conducted appropriately and in the best interests of
shareholders.

Patadin has adopted systems of control and accountability as the basis for the administration of corporate
governante,

The following information aboul the Company's Corporate Governance prachices i set out on the Company’s
website al www.paladinresources.com.aw

e staternent of board and management funchions {including Materiality Threshold and description of roles of Chair,
Independent Directors and managing director)

e nomination commiltee charter

e summary of policy and procedure for selection and appointment of new directors

e summary of code of conduct for directors and key executives

e summary of policy on securities trading

e audit review guidelines

e policy and procedure for selection of external auditor and rotation of audit engagement pariners
e summary of policy and procedures for compliance with continuous disclosure requirerments

e description of arrangements regarding communication with and participation of sharehoiders
v surpmary of Company's risk management policy and internal compliance and control system
e summary of process for performance evaluation of the Board

e remuneration committee charter

e corporate code of conduct

CORPORATE GOVERNANCE DISCLOSURES

Buring the year ended 30 June 2004 (the Reporling Period) the ASX Corporate Governance Council developed a set
of guidetines, Principles of Good Corporate Governance and Best Practice Recommendations. This document articulates
18 core principles thal the ASX Corporate Governance Councl believes underlie good corporale governance,
together with best practice recommendations. The Company has complied with each of the Ten Essential Corporate
Governance Principles and the corresponding Best Practice Recommendations as published by the Australian Stock
Exchange Corporate Governance Council, other than in relation to the matters specified below.

Independence of Board
The recommendations state a majority of the Board should be independent Directors.
No member of the Board satisfies the fest of independence as sel out in the recommendations.

The Board considers {he Chatrman Rick Crabb o be independent for the reasons set out below under the heading
“tdentification of Independent Directors™.

The current Board struclure comprises an Independent Chairman, Managing Director and executive director. The
Board considers this structure best suits the Company’s present activities which are focused on uranium exploration
and development.




Independence of Chairman

The Chairperson does not sabisfy paragraph 3 of the Independence Test set oul in the recormmendations.
Nobwithstanding this, the Board considers Rick Crabb to be independent for the reasons set out below under the
teading “ldentification of Independent Directors”™.

Nomination Commitiee

There is no formal Nomination Committee. Given the Board comprises three members it was decided that no
efficiencies would be achieved by establishing a separate nomination comimittee. The whole board carries oul the
duties which would otherwise be underiaken by the nomination committee and each member excludes him or
herself fromm matters in which hefor she has a material person interest and otherwise ensures compliance with all
aspects of the Corporations Act in relabion {o related party fransactions.

Remuneration Commities

There is no formal Remuneration Cormmittee. Given the Board comprises three members i was decided that no
efficiencies would be achieved by establishing a separate Remuneration Committee. Al matters of remuneration
were determined by the Board in accordance with Carporations Law reguirements, especially in respect of related
party transactions. That is, no director participated in any deliberation regarding his or her own remuneration or
related issues.

Written Code of Conduct

Prior to 16 june 2004 there was no writtenn Code of Conduct. Although there was no writien policy the Board
considered the business practices and ethics exercised by individual Board members and key executives was of the
highest standards. On 16 June 2004 the Company certified and disciosed its practices as a Code of Conduct.

Written Securities Trading Policy

The Company adopted a written Securities Trading Policy on 16 June 2004, Although prior to 16 june 2004 there
was no written policy, there was an understanding as to when i was appropriate for security trading to occur which
understanding is the basis upon which the written policy is adopled.

Audit Commiitee

There is no Audit Comumittee. The duties usually carried out by an audit committee are performed by Rick Crabb
who has relevant financial and industry experience {o qualify him to perform this role.

Written Policies and Procedures Designed to Ensure ASX Listing Rule Disclosure Requests

Untilte june 2004 there were no written polidies and procedures designed to ensure ASK Listing Rulde disclosure
requests. Although there was no written policy or procedure such policies and procedures did in fact exist and have
now been documented and were Tormally implemented by the Board on 16 lune 2004,

Shareholder Communication Strategy

Until 16 june 2004 there was no formal communication strateqy to promote shareholder communication. Although
there were no written policies or procedures the Company had a positive strategy to communicate with and actively
promole shareholder involvement in the Company. The strategy included making information about the Company
availabie on its website. The policy has now been documented and disclosed on 16 lune 2004.

Code of Conduct

A Code of Conduct was adopted 16 june 2004, Although untit 16 june 2004 there was no Code of Conduct
documented or disclosed the Board considered its business practices as led by the example of the Board and key
executives were the equivalent of a Code of Conduct, which has now been documented, approved and disclosed.




SKILLS, EXPERIENCE, EXPERTISE AND TERM OF OFFICE OF EACH DIRECTOR

A profile of each director containing the applicable information is set out in the Directors’ Report.

IDENTIFICATION OF INDEPENDENT DIRECTORS
The independent director of the Company is is chairperson Mr Rick Crabb.

M Rick Crabl was a principal of the legal firm Blakiston & Crabb until his retirement on 30 June 2004, Blakiston &
Crabb have been the main provider of fegal service to the Company in respect of matters concerning Australian faw.
The Company pays fees on a normat commercial basis to Blakiston & Crabb. Accordingly Mr Crabb does not {it
within paragraph 3 of the Independence Test. Mr Crabb passes all other aspects of the Independence Test. The
Board of Patadin (in absence of Mr Crabb) considered Mr Crabb demonstrates he consistently makes decisions and
takes aclions which are designed o be in the best interest of the Company. The Board notes the fees paid 1o
Biakiston & Crabb are not malerial to the Cormpany and are not of & high enough level to be material to Mr Crabby’s
practive at the firm Blakiston & Crabb. Therefore, the Board considers Mr Crabb to be independent.

STATEMENT CONCERNING AVAILABILITY OF INDEPENDENT PROFESSIONAL ADVICE

I a director considers & necessary to oblain independent professional advice to properly discharge the responsibility
of his/her office as a director then, provided the director first oblains approval for incurring such expense from the
Chairman, the Company will pay the reasonable expenses associated with obtaining such advice.

CONFIRMATHON WHETHER PERFORMANCE EVALUATION OF THE BOARD AND ITS
MEMBERS HAVE TAKEN PLACE AND HOW CONDUCTED

Buring the Reporting Period an evaluation of the Board and its members was camried oul. The evalualion process
comprised the Chairman conducting a review of the Board’s operations, analysing its strengths and weaknesses. H
was concluded for the presend, the existing structure is suitable to the Company's existing development. However,
the matler is to be reviewed regularly and additional appointments {o the Board will be considered according to the
needs of the Company. The Board will be fooking for persons with relevant experience in mining, engineering,
finance or the highly spedialised area of markeling of uranium sales.

COMPANY’'S REMUNERATION POLICIES

Wir Crabb as a non-executive director receives directors” fees of $35,000 per annum. The fees are not related to
performance of the Company. The Company Constitution provides that directors may colfectively be paid a fixed
sum nob exceeding the aggregate maxbmum per annum from time {o time as defermined by the Company. A
director may be paid fees or other amounts as the directors defermine where a director performs special duties or
otherwise performs services outside the scope of the ordinary duties of a director.

hir Borshoff receives a fixed salary for the executive services he provides to the Company. The salary is not related
to performance of the Company.

hir Pretorius receives a fixed salary, For the executive services he provides to the Company. His salary is notl related
to performance of the Company.

No director of the Company is eligible to receive bonus payments. Directors have previously been aliocated one off
issues of options, which received shareholder approval prior {o issue. The options do not form part of remuneration
for those directors.

EXISTENCE AND TERMS OF ANY SCHEMES FOR RETIREMENT BENEFITS FOR NON-
EXECUTIVE DIRECTORS

There are no fermination and retirement benefils for non-executive directors.




The Directors present their report on the consolidated entity consisting of Paladin Resources Lid and the entities it
controlled ab the end of, or during, the year ended 30 june 2004,

Birectors
The Directors in office af the date of this report are:

Mr Rick W. Crabb (Chairman)
B. juris (Hons), LEB, MBA

Mr Crabb is a former partner with the legal practice, Blakistory and Crabb and a Director of the investment bank,
Chatsworth Stirling Pty Ltd. He holds degrees of Bachelor of Jurisprudence (Honours), Bachelor of Laws and Master
of Business Adminisiration from the University of Western Australia. He has practised as a solicitor since 1980 and
was previously a partner with a major law finm. He specialises in mining, corporate and commercial law, Mr Crabb
is also a director of Port Bouvard Limited Holdings Limited, Ashburton Minerals NL, Afcaston Mining NL, ST Synergy
Lted, Thundelarra Exploration Lid, Chalsworth Stirling Pty Ltd and Deep Yellow Limited.

Mr Crabiy was appointed a director on 8 February 1994,

Mr John Borshoff (Managing Director)
B.Sc. RAusihitd

Mr Borsholf is a geologist who has been involved in the Australian exploration and mining industry for 33 years. Mr
Borshio#t worked for international Nickel and Canadian Superior Mining before joining a German mining group,
Uranerz fram 1976 to 1991, He became Chief Geologist/Exploration Manager during the period 1981-1986 and
served as its chief executive from 1987 o mid 1991 when the German parent of Uranerz made the decision to close
its Austratian operations. Uranerz primary focus was for the search and development of uranium projects with the
company operating extensively throughout Australia, North America and Africa.

Mr Borsholf has extensive experience in uraniom, gold and base metal exploration, company management and
administration.

Mr Borshofl was appointed a director on 24 September 1993,

Gr Leon Pretorius (Executive Director)
BSc(Hons), MSc, PhE, FAustMM (CP), MAIG, PriciNat

Dr Pretorius s a geochenist with 33 years experience weorking both in Australia and Africa.  He has extensive
experience in uranium, gold, base metal and industrial mineral exploration and has a sound knowledge of opencast
mining operations in Sub-Saharan Africa. From 1984 {o 1990 Dr Pretorius was Managing Direcltor of Australian
publicly isted company Keela-Wee Exploration Lid and since has been actively involved in the resource sector both
in Australia and Southern Africa.

O Pretorius was appointed a director on 27 March 2003,

Principal Activity

The principal activity of the economic entity constituted by Paladin Resources Lid and the entities it controlied
during the financial year was mineral exploration.

Resuits of Operations

The economic entity’s policy i to write off acquisition and exploration costs associated with abandoned or non-
cormercial areas and fo this extent an amount of SNl (2003 341,272} was written off. Expenditure tolalling
$3,815,639 {2003: $3,166,276) has been camed forward on other areas where operations are continuing. The
consolidated results are as follows:

2004 2003
3 3

Operating profit/(loss) after income Lax 189,872 {571,633}




Dividends

Mo dividend has been paid during the financial year and no dividend is recornmended for the current yvear

Review of Operations

A detailed review of the economic entity’s operations is set out on pages 6 o 11 of this report.

Significant Changes in the State of Affairs

There were no significant changes in the state of affairs of the economic entity during the financial year not otherwise
deall with in this report.

Matters Subsequent to the End of the Financial Year

There has notl arisen in the interval between the end of the Hnandial vear and the date of this report any item,
transaction or event of a material and wnusual nature likely, in the opinion of the Directors of the Company, to affect
substantially the operations of the economic entity, the results of these operations or the state of affairs of the
economtic entity in subseguent financial years with the exceplion of those matlers disclosed in Note 26 of the
financial staterments,

Eavirenmental Regulations

The consclidated entity is subject to significant envirormental regulation in respect {o its exploration

The Company aims fo ensure the appropriate standard of environmental care is achieved, and in doing so, that it is
aware of and is in compliance with all environmentat legistation. The Directors of the Company reviewed the
Company's projects during the year and are not aware of any breach of environmental legislation for the Anandal
vear under review,

Likely Developments

Likely developments in the operations of the economic entity constituted by Paladin Resources Lted and the entities
it controls from time to Hme are set out in the attached Review of Operations.

Options over Unissued Capital

Disclosure relating to options over unissued capital has been included in Note 18 1o the financial report.

Directors’ Interests in Shares and Options of the Company

fully Paid

Shares Options™ Options™ Options*™™
RW Crabb 5,464,746 1,000,000 2,250,000 750,000
| Borsholf 13,091,394 1,500,000 2,500,000 1,000,000
L Pretorius 8,550,000 - 2,250,600 750,000

The particudars of Directors’ inferests in shares and options are as at the date of this report,

* Urnihisted and exercisable at 15 cents on or before 30 Novermber 2004
*=* Urnhisted and exercisable at 22 cents on or before 26 May 2006
o Urihisted and exercisable at 32 cents on or before 26 May 2006

Directors’ and Executives’ Emoluments

Disclosure relating to specified Directors” and Executive Officers’ emoluments bave been included in Note 17 to the

financial report.




Meetings of Directors

The following table sefs out the number of meetings of the Company’s Directors held during the year ended 30 june
2004 and the number of meetings attended by each Directorn

Number of meetings held: 16

Number of meetings attended by

R W Crabh 19
i Borsholf 19
L Pretorius 10

Insurance of Officers
During the finandial year, the Company has paid premiums (o insure each of the following persons against certain
fiabilities arising out of thelr conduct while acling in the capacity of officer of the Company.

R. Crabh
|. Borshoff
L. Pretorius
G. Swaby

Under the ferms of the insurance conlract, the nature of Habilities insured against and the premium paid cannot be
disclosed.

DATED at Perth this 29th day of September 2004

Signed in accordance with a resolution of Directors.

8 dy

) Borshoff {Managing Director)




FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT ENTITY
Notes 2004 2003 2004 2003

3 3 3 3
Revenue from ordinary
activities 2 784,929 148,905 662,893 25,857
Exploration costs written off 3 - {41,272} - {16,807
Barrowing costs 3 {59,166} {59,503} (2,480) -
General and administration 3 (520,891} {556,977} (480,834 {510,020}
Bad debts written off 3 - {81,800} - (29,2273
Wirite down of investments 3 - - - {466,974}
Cost of investiments sobd - - (589,735) -
Costs of exploration data sokd {15,008} - - -
Write back of investments 3 - 256,000 - 258,000
Share of net loss of associate
gecounted for using the equity method - {236,992} - -
Profit/(ioss} from ordinary activities
before income tax 189,872 {571,633} (410,156} {743,170
Ineome fax expense 4 - - - -
Tolal changes in equity other than
those resufting from transactions
with owners as owners 22 189,872 {571,633} (410,156} {743,170
Basic and diluted earnings
per share 29 $¢.0007 {30.0027}

The above Staterment of Financial Performance should be read in conjunciion with the accompanying notes.




FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT ENTITY
Notes 2004 2003 2004 2003

5 3 3 3
CURRENT ASSETS
Cash 5 4,638,702 121,829 4,518,447 115,178
Receivables & 48,724 171,279 24,470 145,159
Property Plant & Equipment 7 1,114,242 1,132,955 - -
TOTAL CURRENT ASSETS 5,801,668 1,426,063 4,542,917 260,337
NON CURRENT ASSETS
Receivables 8 64,438 24,438 4,106,112 3,343,918
Irvestrnents in associate 9 - - 589,735
Orther financial assets 10 800,000 800,000 1,351,998 1,417,178
Property, plant & equipment I 249,315 318,871 26,277 12,654
Other 12 3,815,639 3,166,276 - -
TOTAL NON CURRENT ASSETS 4,929,392 4,309,585 5,484,387 5,363,485
TOTAL ASSETS 14,731,060 5,735,648 10,027,304 5,623,822
CURRENT LIABILITHS
Accounts payable 13 553,538 471,188 528,096 456,265
Provisions 14 33,702 37,097 33,702 37,097
Irterest bearing Habilities 15 733,326 731,943 - -
Other 16 . 50,000 - 50,000
TOTAL CURRENT LIABILITIES 1,320,566 1,290,228 561,798 543,362
NON CURRENT LIABILITIES
Other 17 . 20,000 - -
TOTAL NON CURRENT LIABILITHES . 20,000 - -
TOTAL LIABILITIES 1,320,566 1,310,228 561,798 543,362
NET ASSETS 2,410,494 4,425,420 9,465,506 5,080,460
EQUITY
Contributed equity 18 24,265,296 19,470,094 24,265,796 19,470,094
Resenves 19 174,463 174,463 174,463 174,463
Accumulated insses 20 {15,029,265) (15219137 (14,974,253) (14,564,097
TOTAL EGUITY 22 2,410,494 4,425,420 9,465,506 5,080,460

The above Staternents of Financial Position should be read in conjunction with the accomparnying notes.




FOR THE YEAR ENDED 30 JUNE 2004

COMSOLIDATED PARENT ENTITY
Motes 2004 2003 2004 2003

3 3 3 3
{ash flows from operating
activities
Payments to suppliers and
employees (378,463) {346,710} (278,932} {275,215}
nterest received 32,560 1,793 32,51% 1,793
Iriterest paic {59,166} {59,503} (2,480) {613
Rental income 169,400 122,674 - -
Other receipts 137,252 B 137,252 -
MNet cash putflow from
operating activities 28 {98,417) {281,746} (111,649} {273,483}
Lash flows from investing
activities
Payments for property, plant
and equipment {19,444) {235} {19,444 {235}
Exploration and evaluation
expenditure (572,507 {256,525} - {16,807
Loans o controlled entities - - (677,879 {147,900)
Sale proceeds on investments 537,839 - 537,839 -
Payment for controfied entities
net of cash acquired HE - {4,649} - -
Sale of exploration dala 15,008 - - -
MNet cash outflow from
investing activities {39,112 {261,409} (159,484} {164,942}
{Lash flows from financing
activities
Share placement 4,762,850 366,050 4,762 850 366,050
Fundraising costs {38,448) {37,956} {38,448) {37,956}
Repayment of borrowings {70,000} - {50,000 -
Loan funding - 50,000 - 50,000
Net cash inflow
from financing activities 4,654,402 378,094 4,674,402 378,094
Met increase/(decrease) in cash held 4 516,873 {165,061} 4,403,269 {60,331)
Cash at the beginning of the
financial year 121,829 286,820 115178 175,509
{ash at the end of the
financial year 5 4,638,702 121,829 4,518,447 115,178

Nog-eash financing and
investing activities 28

The above Staterment of Cash Flows should be read in conjunction with the accompanying notes.




FOR THE YEAR ENDED 30 JUNE 2004

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

{a)

(o)

()

{d)

(e}

Basis of Accounting

The finandial report has been prepared on the basis of accounting prindiples applicable to a going concern,
which assumes the commercial realisation of the future potential of the Company's and consolidated
entity’s assets and the discharge of their Habifities in the normal course of business.

This general purpose financial report has also been prepared in accordance with Accounting Standargs,
other authoritative pronouncements of the Australian Accounting Standards Board, Urgent Issues Group
Consensus View, the Corporations Act 2001 and the historical cost convention, except for certain assets
which, as noted, are af valuation. Unless otherwise stated, the accounting policies adopted are consistent
with those of Fhe previous vear. Comparative information is reclassified where appropriate to enhance
comparabifity,

Principles of Consolidation

The consolidated accounds incorporate the assets and Habilibies and results of all entities controfled by
Paladin Resources Ltd as at 30 june 2004 and the resulls of aff controlled entities for the year then ended.
Paladin Resources Lid and Hs confrolied entities fogether are referred to in this financial report as the
economic entity,.  The effects of infer-entily transactions have been eliminated from the consolidated
accounts. Where controfied entities are acquired during the year, their resulls are included only from the
date control commences,

On acquisition of some or all of the shares in a controfied entity, the identiffable nef assets acguired are
measured al their fair value. The excess of the fair value of the purchase consideration over the fair value
of identifiable assets acquired (ie: goodwill) is amortised over a period of twenty years. Where a discount
on acquisition arises, that discount s accounted for by reducing proportionately the falr value of the non
monetary assels acguired until the discount is eliminated. Any residual discount is immediately recognised
it the statement of financial performance.

lvestments in associates are accounted for in the consolidated financial statements wing the equity
method,  Under this method, the consolidated entity’s share of the profits or losses of associates is
recognised as revenue in the consolidated staterment of Anancial performance and its share of movements
in reserves is recognised in consolidated reserves. Associates are those entities over which the consolidated
entity exercises significant influence, but not controb

Expioration, Evaluation and Development Expenditure

Costs incurred during 1he exploration, evaluation and development stages of specific areas of interest are
accumulated. Such costs are written off unless the Directors consider that the costs are expected to be fully
recoupred through the successiul development of the area, or where aclivities to date have nof reached &
stage to allow reasonable assessment regarding existence of economically recoverable reserves.

Costs are written off as soon as an area has been abandoned or is considered to be non-commercial,

Expenditure is not carvied forward in respect of any area of interest/mineral resource unless the Company’s
rights of tenure to that area of inferest are current.  Once production commences, expenditure
accumolated in respect of areas of interest will be amortised on a unit of production basis against the
economically recoverable mineral resources.

Earrings per Share
(i) Basic Eartings per share

Basic earnings per share is determined by dividing net profit after income Lax atlributable to members
of the company, excluding any costs of servicing equity other than ordinary shares, by the weighted
average number of ordinary shares outstanding during the financial year,

(i) Diluted earnings per share

Bituted earnings per share adjusts the figures used in the determination of basic earnings per share {o
take into accound the after income tax effect of interest and other financing costs associated with
difutive polential ordinary shares and the weighted average number of shares assumed to have been
issued for no consideration in relation o diutive polential ordinary shares.

Cash

For the purposes of the statements of cash ftows, cash includes deposits which are readily convertible {o
cash on hand and which are used in the cash management funclion on a day-fo-day basis, net of
outstanding bank overdraflts.




FOR THE YEAR ENDED 30 JUNE 2004

{

{4

(h)

0]

i

(k)

B

{rm)

{n}

Databases
(i) Project Generation Database

The project generation database, consists of unpublished and generally unavailable exploration,
geological and other data. The cost of this database is amortised on a straight iine basis over a period
of 10 years.

(i) Technical Datobase

The technical database includes an extensive technical fibrary and published exploration data. The
Directors consider thab this information diminishes in value over time and accordingly periodic
amortisation charges are raised on a straight fine basis over a period of 10 years.

Valuation OF Non-Current Assets

The tarrying amourds of non-current assels are reviewed o determine whether they are in excess of their
recoverable amounts at balance date. If the carrying amount of a non-current asset exceeds the
recoverable amount, the asset is written down {0 the lower amount. Unless othenwise stated, in assessing
recoverable amounks, the relevant cash flows have nol been discounted fo their present value.

Acquisition OF Assels

The purchase method of accounting is used for all acguisitions of assefs regardless of whether equity
instruments or other assets are acquired. Cost is measured as the fair value of the assets given up, shares
issued or Habifities undertaken al the date of acquisiion plus incidental costs directly aftributable to the
acquisition. Where eqguity instruments are issued in an acquisition, the value of the instruments is af the
vatue agreed between the parties. Transaction costs arsing on the issue of equity instruments are
recognised directly in equity.

Income Tax

Tax effect accounting procedures are followed whereby the income tax expense in the staterment of
financial performance is matched with the accounting profit after affowing for permanent differences. The
future tax benefil relating to tax losses is not carried forward as an asset undess the benefit is virtually certain
of realisation. income tax on cumuolative fiming differences s sel aside to the deferred income tax or the
future income fax benefit accounts at the rates which are expected {o apply when those Hming differences
Teverse,

Receivables

All trade deblors are recognised at the amounts recelvable as they are due for settlement no more
than 30 days.

Coflectibifity of trade deblors is reviewed on an ongoing basis. Debts which are known to be uncollectible
are wrilten off. A provision for doubtful debts is raised when some doubt as o collection exists.

Investments

Interests i listed and unlisted securities, other than controlled entities and associates in the consolidated
financial statermnents, are brought o account at cost and dividend income is recognised in the statement
of financial performance when receivable. Controlled entifies and associates are accounted for in the
consoldated financial statements as set out in note 1{a).

Trade and Other Creditors

These ammounts represent liabilities for goods and services provided to the consolidated entity prior o the
end of the financial year and which are unpaid. The amounts are unsecured and are usually paid within
30 days of recognition.

Borrowing Costs

Borrowing costs are recognised as expenses in the period in which they are incurred.
Borrowing costs include interest on bank overdralts and short-term and long-term borrowings.
Adoption of Australian Equivalent to International Financial Reporting Standards

Australia is currently preparing for the introduction of Infernational Finandial Reporting Standards (IFRS)
effective for financial years commencing 1 fanuary 2005, This requires the production of accounting data
for future comparalive purposes at the beginning of the next financial year.

The company’s management, along with its auditors, are assessing the significance of these changes and
preparing for their implementation. We will seek to keep stakeholders informed as {o the impact of these
new standards as they are finalised.



FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT ENTITY
Notes 2004 2003 2004 2003
5 3 $ $

REVENUE
Revenue from outside the operating
aclivities:
Irtterest 72,560 26,231 119,224 25,857
Property rental 129,400 122,674 - -
Proceeds on sate of investments 537,839 - 537,839 -
Building contribution 43,0030 - - -
Hire of equipment 5,130 - 5,130 -

784,929 148,905 662,893 25,B57
OPERATING PROFIT/(LOSS)
Profit/(loss) from ordinary activities before
income tax expense includes the
faliowing specific net gains and expenses:
MNet gains/{fosses}
Net gain on disposal of investrments 537,839 - 125024 -
MNet foss on disposal of investments - - (176,220) -
Expenses:
Depreciation
- property, plant and equipment 5,821 11,050 5,821 11,058
« buildings 18,713 18,713 - -
Total depreciation 24,534 29,783 5,821 11,050
Amoriisation
- technical database 8,786 26,250 - -
- project generation database 59,393 59,393 - -
Total amortisation 68,179 85,643 - -
Other charges against assets:
Provision for non-recovery of
- intercompany oarn - - 3,002 85,642
- investment in controlled entity - - 65,180 -
- irvestment it associate - - 466,974
Exploration expenditure written off - 41,272 - 16,807
Bad debis written off - 81,800 - 29,227
Write back of provision for non-recovery
of converlible nokes - {256,000) - {256,000}
Other provisions:
Employee entitlerments {3,395} 4,487 (3,395) 4,487
Borrewing costs:
Interest paid/payable 59,166 59,503 2,480 61




FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT ENTITY
2004 2003 2004 2003
3 3 3 3
4. INCOME TAX
The aggregate amount of income tax
attributable to the financial year differs
from the amount cakculated on the
operating profit/{loss). The differences
are reconciled as follows:
Operating profit/{loss) before income tax 189,872 {571,633} (410,156 {741,177}
ncome {ax (benefit) calculated at 30%
{2003: 30%) 56,962 {171,490} (123,047 {222,357}

Tax effect of permanent differences:
Capital profits not subject foincome tax (197,375} - - -

MNon-teductibie expenditure 14,901 32,615 11,688 6,922
(125,512 {138,875} (111,359 {215,429
Tax benefit not recognised 125,512 138,875 111,359 215,429

income Lax attributable o operating
profit{{ioss) - . - .

The Directors estimate that the
potential fulure income tax benehit at
38 june 2004 not brought 1o account is:

Tax iosses 2,535,227 2,408,715 1,051,154 939,79
Capital losses 1,129,332 1,113,763 1,114,836 1,099,267

This benelil for fax and capital losses will only be obtained if:

{i}  the economic entily derives future assessable income of a nature and of an amount sufficient to enable
the benefit from the deductions for the losses Fo be realised;

{i} the economic erdity continues to comply with the conditions for deductibility imposed by fax legislation;
and

{iii} no changes in tax legislation adversely affect the economic enfity in realising the benefil from the
deductions for the losses.

5. CASH
Cash at bank and on hand 4,638,702 121,829 4,518,447 115,378

6. CURRENT RECEIVABLES
Sundry debtors 48,724 171,279 24,470 145,159




FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT ENTITY
2004 2003 2004 2003
3 3 3 3
CURRENT PROPERTY PLANT
& EQUIPMENT
Land and buildings - at cost 1,175,474 1,175,474 - -
Less provision for deprecialion (61,232} {42,51%) - -

1,114,242 1,132,955 - -

The {and and building at 5 to 7 Belmont Avenue has been classified as a current asset in fight of active
negotiations {o sell the property.

Reconciliations

Reconciations of the carrying amounts of fand and bulidings at the beginning and end of the year are
set put below:

{onsclidated - 2004

Carmrying amount at starl of year 1,132,555 1,151,668
Depreciation (Note 3} (18,713} {18,713}
Carmrying amount at end of yvear 1,114,242 1,132,955

NON CURRENT RECEIVABLES

Unsecured foan to conbrolled entities - - 6,984 479 6,259,283
Less provision for non-recovery - - {2,942, 805) (2,939,803}
- - 4,041,674 3,319,480

Sundry debtors (5} 64,438 24,438 64,438 24,438
64,438 24,438 4,106,112 3,343,918

(i} This represents interest at 5% per annum on the $800,0600 Convertible Notes, effective from
22 November 2002, {Note 10)




FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED
2004 2003
3 $

NON CURRENT INVESTMENTS -
ACCOUNTED FOR USING THE
EQUITY METHOD

Shares in associate

PARENT ENTITY

2004 2003
$ 3
- 589,735

Shares inn associate

investments in associates are accounted for in the consolidated financial statements using the equity method of

accourding and are carried af cost by the parent enbity.

Investrnent in associate

Name Principal Ownership Consolidated Parent Entity
Activity Interest Carrying Amount Carrying Amount
2004 2003 2004 2003 2004 2003
5 3 $ 3
ST Synmergy Ltd*  Knowledge
Management
Software - 23% - - - 1,056,709
Less provision for non-recovery of investment - 466,974
- 589,735
* Traded
Movements in corryving amourtt
of investment it assaciote
Carrying amount at start of year - 236,991 - .
Armortisation of goodwill - {200,000) - -
Share of operating loss - {36,991} - -
Carrying amount at the end
of the financial year - - - -
Surhmary of the performance
and finanicial position of associote
The aggregate fosses, assets and
tabifities of assodiates are:
Losses from ordinary activities - 636,752
Assets - 1,130,864
Liabilities - 133,655




FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT ENTITY
2004 2003 2004 2003
3 3 3 3
10. OTHER FINANCIAL ASSETS
Shares at cost - controlied entities {a) - - 1,961,605 1,961,605
Less provision for non-recovery - - {1,409,607) (1,344,427}
- 551998 617,178
Convertible notes (o) 800,000 800,000 800,000 800,000
800,000 800,000 1,351,998 1,417,178
{a} Investments in Controdled Entities
NAME COUNTRY OF PERCENTAGE COSY OF PARENT
INCORPORATION INTERESY HELD ENTITY'S
INVESTMENTY
2004 2003 2004 2003
$ 3
Eden Creek Pty Ltd * Australia 100% 160% 1,700,002 1,700,002
Patadin Energy
hinerals NL Australia 100% 160% 1 }
Etron Properties Pty Ltd * Australia 100% 100% 261,602 251,602
Patadin (Africa) Lt * halawi 100% 160% - -
Lahndrik Holdings SA #  Luxembourg 1069 160% - -
Langer Heinrich
Uranium {Pty} Lid + Naribia 1009 160% - -
1,961,605 1,961,605
Less provision for non-recovery of investment {1,409,607) (1,344,427}
551,998 617,178

Al investrents comprise ardinary shares and offl shares held ore unquoted.
* These entities are nof required {o prepare or lodge avdited accounts,

Held by Paladin Energy Minerals NL
+ Held by Lahndrik Holdings SA

4+

{b} Acguisition of controlied entities

CONSOLIDATED PARENT ENTITY
2004 2003 2004 2003

Outfiow of cash to acquire controfled % g 5 5
entity, net of cash acquired
Cash consideration - 15,000 - -
Less: balances acquired
Cash - 16,351 - -
Gutfiow of cash - 4,649 - -

{c} Convertible Notes

The Deed of Company Arrangement {DOCA} for Coretel entered into by the Avanti Group International Pty Lid
was finalised 22 November 2002, Coretel has been successfully merged with e-span Solutions Piy Ltd {e-span).

Patadin retains a converlible note of 3800,000 with a term of 4 years. The convertible note will accrue interest
al a rate of 5% per annum payabie al maturity. On the present corporate struciure Paladin has the right to a
30% equity in this new merged group via its convertible note facility and Bhis conversion is at Paladin’s
discretion,




FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIBATED PARENT ENTITY
2004 2003 2004 2003
3 $ $ )
1. NON CURRENT PROPERTY
PLANT & EQUIPMENT
Plant and equipment - af cost 420,535 401,091 420,535 401,09
Less provision for depreciation (394,258} {3RB, 437} (304,258) {388,437}
26,277 12,654 26,277 12,654
Technical database - at cost 262,500 262,500 - -
Less amortisation (262,500} {253,714} - -
- 8,786 - -
Project generation database - at cost 578,932 593,932 B -
Less amortisation (355,894} {296,501} - -
223,038 297,431 - .
249,315 318,871 26,277 12,654

Reconciliations

Reconciliations of the carrying amounts of each dclass of property, plant and equipment at the beginning and

end of the year are sel oul below:

Total Plant & Database
Equipment
3 $ $

Consciidated - 2004
Carrying amount at start of year 318,871 12,654 306,217
Additions 19,444 19,444 -
Depreciation/amortisation
expense (Note 3} {74,000) (5.821) {68,179
Disposal at cost {15,008} - {15,000
Carrying amount at end of year 249,315 26,277 223,038
Parent Entity - 2004
Carrying amount at start of year 12,654 12,654 -
Additions 19,444 19,444 -
Depreciation/amortisation
expense (Note 3} (5,821) (5.821) -
Carrying amount at end of year 26,277 26,277 -




FOR THE YEAR ENDED 30 JUNE 2004

12.

13.

14.

15.

CONSOLIDATED PARENT ENTITY
2004 2003 2004 2003

5 3 $ $
NON CURRENT ASSETS - OTHER
Exploration Expenditure
Carrying amount af start of year 3,166,276 2,808,937 - -
Movements:
Direet expenditure for year 649,363 I8.611 - 16,807
Expenditure written off - {41,272) - {16,807}

3,815,639 3,166,276 - -

ACCOUNTS PAYABLE
Trade creditors and acoruals 553,538 471,188 528,095 456,265

Repayment Scheduie for Certain Debts

Agreement was reached between the Company (represented by the independent Director, Dr Leon Pretorius)
and other Directors, former Directors and associates of Directors of Paladin in refation 1o the satisfaction of
debls totalling 3402836, 1t was agreed repayment would only be made out of the balance reached by Paladin
from sale by Etron Properties Pty Ud of the property at 5-7 Belmont Avenue Belmont. 1t s further understood
that if Paladin does not receive sufficient monies fo satisfy these debts then the balance of those debts shall be
forgiven and released in full.

CURRENT PROVISIONS
Employee entitlernents {Note 30) 33,702 37,097 33,702 37,007

CURRENT INTEREST BEARING
LIABILITIES

Bank loans - secured 733,326 731,943 - -

The bank loan used to finance the purchase of 5 to 7 Belmoent Avenue has been classified as a current liability
in Hght of active negotiations to self the properly and then repay the bank loan. The bank loan referred fo
above of the controlled entity are secured by a first morigage over the controlled endity’s freehold land and
buildings, being charged inferest at the rate of 7.7% on $260,000 and 8.05% on $472,500 (2003: 7.2% on
$260,000 and 8.35% on $472,500).

Assets pledged as security

The carrying amounts of non-current
assets pledged as security are:

First morigage
Freehold land and buildings 1,114,243 1,132,955 - -




FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT ENTITY
2004 2003 2004 2003
3 3 3 3
16. OTHER CURRENT LIABILITIES
Loans - related parlies {unsecured} 45,000 - 45,000
Loans - non related parties {unsecured) 5,000 - 5,000
50,000 - 50,0600
17. OTHER NON CURRENT LIABILITIES
Loan from non-refated party
{unsecured) - 20,000 - -
CONSOLIDATED AND PARENT ENTITY
2004 2003 2004 2003
Shares Shares 3 3
18. CONTRIBUTED EQUITY
{a} Share Capital
Ordinary shares fully paid 333,685,713 265,585,713 24,265,296 19,470,094
{b} Movements in ordinary share capital
Date Number of Shares Issue Price Total
¢ 3
September 2002 fssue it lieu of fees 1,795,000 2¢ 35,900
October 2002 Share Purchase Plan 4,645,888 2.3q 106,850
May 2003 Placement 37,400,000 08¢ 259,200
Less: Transaction costs {31,249
arising on share issues
Balarnce 30 june 2003 265,585,713 19,470,094
August 2003 Macement 5,000,000 1¢ 50,000
September 2003 fssue i lieu of fees 3,000,000 1¢ 30,000
October 2003 PMlacement 8,350,000 2¢ 133,350
October 2003 issue in fleu of fees 1,000,000 2.58¢ 25,800
February 2004 PMacement 16,000,000 5.25¢ 525,000
February 2004 Option Conversions 4,500,000 1.0e 49 500
February 2004 Macement 8,250,000 B¢ 500,000
May 2004 Macement 32,000,000 e 3,520,000
Less: Transacton costs {38, 448)
arising on share issues
Balance 30 june 2004 333,685,713 24,265,296
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18. CONTRIBUTED EQUITY (Cont'd)

(¢} Issued Options

Unlisted Options

{0

{ii)

(i

{iv)

{v}

{vi)

Exercisable ab 15 cents, on or befare
30 November 2004,

Balance at 1 july

{ssued during vear

MNumber of Options
2004 2003

4,760,000 4,700,000

Balance al end of year

4,760,000 4,700,000

Exercisable at 1.7 cents, on or before
31 March 2004

Balance at 1 july
Issued during year

Exercised during year

4,500,000 )
{4,500,000) .

Balance al end of year

Exercisable ab 1.2 cents, on or before
31 December 2004

Balance at 1 july

{ssued during vear

4,200,000 -

Balance al end of year

4,200,000 -

Exercisable ab 1.3 cents, on or before
30 November 20058

Balance at 1 july

{ssued during vear

3,800,000 -

Balance al end of year

3,800,000 -

Exercisable at 22 cents, on or before
26 May 2006

Balance at 1 july

{ssued during vear

12,000,000 -

Balance al end of year

12,000,000 -

Exercisable at 32 cents, on or befare
26 May 2006

Balance at 1 july

{ssued during vear

3,000,000 -

Balance af end of year

3,060,000 -
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18. CONTRIBUTED EQUITY (Cont'd)

19.

20.

() Issued Options

Number of Options

2004 2003

tisted Options
{vify Exercisable at 10 cents,

on or before 21 january 2004

Batance at 1 July 63,000,000 62,250,000

lssued during year - 750,000

Expired during vear (63,000,000) -

Batance al end of year - 63,000,000
{viily Exercisable at 15 cents, on or before

31 May 2003

Balance at 1 uly - 52,303,061

Expired during vear

.

(62,303,071

Batance al end of year

(&) Ordinary Shares

Ordinary shares enditle the holder to participate in dividends and the proceeds on winding up of the Company
in proportion to the number of and amounts paid on the shares held.

O a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is entitled to
one vote, and upon a poll each share is entitled 1o one vote,

CONSOLIDATED PARENT ENTITY
2004 2003 2004 2003

3 $ $ 3
RESERVES
Oplion Application Reserve
Balance brought forward 174,463 181,170 174,463 181,170
Less expenses of issue - {6,707} - {6,707}

174,463 174,463 174,463 174,463

ACCUMULATED LOSSES

Aceumutated losses at beginning of
financial year

Met profit/{loss) attributable to
members of Paladin Resources 1id

(15,219,137 (14,647,504}

189,872 {571,633}

(14,564,097) (13,822,926)

(410,156} {741,171)

Accumutated losses ab the end of
the financial year

(15,029,265} (15,219,137

(14,574,253) (14,564,097
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22.

COMMITMENTS AND CONTINGENT LIABILITIES

There were no outstanding comumitments or contingent labifities, which are not disclosed in the financial
datements of the economic entity and the Company as at 30 June 2004 other tham:

{a} Exploration Tenement Leases

It order to maintain the tenements in which the Company and other parties are involved, all parties are
committed to meet the conditions under which the tenements were granted in accordance with the relevant
mining legislation in Australia. These commilments relate to lenement lease rentals and the minimum
expenditure requirements of the Western Australian, Northern Territory and South Australian Mines
Departments altaching to the tenements and are subjedd fo re-negotiation upon expiry of the exploration leases
or when application for a mining eence is made. In 2004/20035, estimated outlays by the Company and the
economic enbity are $220,000 (2003 $191,876). Commitments beyond 200472005 are dependent upon
whether existing rghts of tenure are renewed or new rights of tenure are acguired.

(b} Acquisition Costs

The economic entity acquired a call option on 19 fune 1998 in refation to the purchase of the Gobagooma
Uranium Deposil. As a condition to Fhe oplion contract, Fhe economic entity granted a put option {o the
current holder of the Gobagooma Urantum Deposit. Both the call and pul oplions have an exercise price of
$750,000. Both of the oplions are subject {o the Department of Minerals & Energy granting fenements
comprising 2 exploration lcence applications.  The $750,000 is payable by the economic entity within 10
business days of the later of the grant of the tenements or the exercise of either the call or put oplion. The
options will expire 3 months after the date on which either of the tenements are granted.

It relation to the Manyingee Uranium Project, the re-negotiated acguisiion terms provide for a payment of
3750,000 to the vendors only if all project development approvals have been obtained.

EQUITY
CONSOLIDATED PARENT ENTITY
2004 2003 2004 2003
5 3 $ $
Total equity al beginning
of financial year 4,425,420 4,633,059 5,080,460 5,457,637
Total changes in eguity
recognised in the statement of
financial performance 189,872 {571,633) (410,156} {(741,17%)
Transactions with owners as owners:
Contributinns of equity, net of
transaction costs 4,795,202 363,994 4,795,202 363,994

Total equity al the end of the
financial year 2,410,494 4,425,420 9,465,506 5,080,460
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23. AUDITOR'S REMUNERATION

24,

COMSOLIBATED PARENT ENTITY
2004 2003 2004 2003
3 3 3 3
{a) Audit services
Audlitors of the Company
Audit and review of finandial reports 14,650 9,000 14,650 9,000
Other auditors
Audit and review of financial reports 5,538 - - -
20,188 9,000 14,650 9,000
{b} Other services
Auditors of the company
Taxation compliance services 7,090 13,810 7,090 13,810
DIRECTORS AND EXECUTIVES DISCEGSURE
{a) Remuneration of Specified Directors and Specified Executives
Year Primary Post Equity Other Total
Directors Employment
Satary/Fees | Cash | Supervannuation | Options
Bonus
i) i) b3 i) i3 i3
R W Crabb 2004 22,938 - 2,064 73,200 P 24,689 122,889
LR}
2043 12,000 - . . 28,576 43,575
i Borshoff 2004 25,0600 - . 83,750 102,767 211,517
fAdanaging Directon
2043 12,000 - . . 153,500 165,500
L Pretorius 2004 25,0600 - . 73,200 278,200 177,400
{Execulive Divector)
2043 3,600 - . 1,500 20,000 24,500
Total 2004 72,2356 - 2,064 230,150 206,656 511,806
2043 27,0600 - . 1,500 202,076 230,575

T. Fees paid in the normal course of business for legal services totalling $24,689 (2003 © 328,576) were
paid/payvable (balance oulstanding at 30 |une 2004 and included in trade creditors 345,659
{2003 : $23,001) to Biakiston & Crabb, Solicitors, a firm in which R W Crabb was a pariner to 30 june 2004;

2. Fees paid in the normal course of business for geclogical and consulling services lotalling $102,767
{2003 : $153,500) were paid/payable (balance outstanding at 30 june 2004 and included in trade creditors

$4G5,227 {2003 1 §204,760)) to a company in which | Borsholf s a director and shareholder; and

3. Fees paid in the normal course of business for geological and consulting services totalling $79,200
{2003:520,000} were paid/payvable (balance outstanding at 30 June 2004 and included in frade creditors:
36,600 (2003: Nil) to a company in which L E Pretorius is a director and shareholder,

The Company had no Specified Executives during the year

{b} Rermuneration policy

This policy is sel out in the Corporate Governance section of the Directors” Reporl.
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{c} Remuneration optigns

24. DIRECTORS AND EXECUTIVES DISCLOSURE (Cont'd)

During the financial year, options were granted to specified Directors as disclosed in Note {d) below. The
oplions were issued free and each oplion entitles the option holder to subscribe for one fully paid ordinary

share.

The fair value of the options i caleulated at the date of grant using a Black-Scholes model and allocated to
each reporting period evenly over the period from grant date to vesting date. The oplions expire and their
exercise price is disclosed in [d) below. The value disclosed in {a) above Is the portion of the fair value of the
options aflocated fo this reporting period. There is no key performance criteria fo be met in the period prior

to vesting.

Share issues fo specified directors on the exercise of remuneration oplions during the year are disclosed in

Note {e) below.

{d} Option holdings of Specified Directors

Balance Options Options Balance
1 July 2004 Granted Exercised 30 june 2004
R W Crabd
15¢c* 1,000,000 - - 1,000,000
220 - 2,250,000 - 2,250,000
EViabh - 750,000 - 750,000
Total 1,000,000 3,000,000 - 4,000,000
| Borshotf
15¢c* 1,560,000 - - 1,500,000
22¢% - 2,500,000 - 2,500,000
EViabh - 750,000 - 1,000,000
Total 1,560,000 3,000,000 - 5,000,000
L Pretorious
22¢% - 2,250,000 - 2,250,000
EViabh - 750,000 - 750,000
Total - 3,000,000 - 3,000,000
* Unlisted and exercisable at 15 cents on or before 30 November 2004
** o Unlisted and exercisable at 22 cents on or before 26 May 2006
** Unlisted and exercisable at 32 cents on or before 26 May 2006
{e} Shareholdings of Specified Directors
Balance Net Change Balance
1 july 2003 Other 30 june 2004
R W Crabb 5,964,746 {500,000} 5,464,746
| Borsholf 12,458,394 833,000 13,091,394
L Pretorious 5,000,000 3,550,000 8,550,000
Total 23,423,140 3,683,000 27,106,150
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25. SEGMENT REPORTING

Business segments

The consolidated entity operates in the following segments:-

Resotirces

Strong resowrce focus on uranium together with a proprietary database covering uranium, goid, copper and

platinum.

Sofware

The 23% investinent in 5T Synergy Lid, a Knowledge Management software company listed on Australian
Stock Exchange Limited, was sold during the year ended 30 june 2004,

Telecommunications

Converlible notes totalling $800,000 with a 4 year ferm, accruing interest at 5% per annum. These arise from

the Compary's originat investment in Coretel Pty Lid, a niche telecommunications company.

Property

Commercial premises located in Belmont, Perth, Western Australia.

industry Segments

2004 Resources Soft- Tele- Property  Consolidated
ware  conmununications

3 3 3 3 3
Other revenue 202,665 412,815 - 169,449 784,929
Total segment revenue 202,665 412,815 - 169,449 784,929
Profif/{toss} from ordinary
aclivities before income
fan expense {281,345} 412,815 - 57,702 189,172
income Lax expense - - - - -
Profif/{toss} from ordinary
aclivities after income
fax expense {281,345} 412,815 - 57,702 189,172
Total assets 8,816,818 - 800,000 1,114,242 10,731,060
Segment labilities 189,246 - - 733,326 922,572
Unallocated liabilities - - - - 397,994
Total labilities 189,246 - - 733,326 1,320,566
Acquisitions of property, plant
artcd equipment, and other
nost-current segment assets 668,807 - - - 668,807
Depreciation and
amortisafion expense 74,000 - - 18,713 92,713

Other non-cash expenses -
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25. SEGMENT REPORTING (Cont'd)

Industry Segments

2003 Resources Soft- Tele- Property  Consolidated
ware  conumnunications

3 3 3 3 3
Other reverue 25,857 - 123,048 148,905
Total segment revenue 25,857 - 123,048 P48, 905
Loss from ordinary
aclivities before income
tax expense {554,663} {235,992} 256,000 {35,978 {571,633
Icome tax expense - - - -
Loss from ordinary
activities afler income
tax expense {554,663} {235,992} 256,000 {35,978 {571,633
Total assets 3,772,287 800,000 1,163,381 5,735,648
Segrent Habilities 151,047 - 731,943 882,990
Unallocated liabilities - - - 427,238
Total liabilities 151,047 - 731,943 1,310,228
Acquisitions of property, plant
and equiprment, and other
nor-current segment assets 308 846 - - 398,840
Depreciation and
armortisation expense 98,693 - 18,713 115,406
Other non-cash expenses - {256,000} 81,800 {174,200}

Geographical Segments

Segment revenues

Acquisitions of property,
ptant and equipment,
and other non-

Segment assets current segment assefs

2004 2003 2004 2003 2004 2003
5 5 3 b3 $ $
Australia 784,929 148,905 8,987,451 4,597,412 111,197 17,042
Africa - - 1,743,609 1,138,236 557,610 381,804
784,929 148,905 10,731,060 5,735,648 668,807 398,848
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26. EVENTS SUBSEQUENT TO BALANCE DATE

There has not arisen since the end of the finandal year any Hem, trarsaciion or event of a materiat and unusual
nature fikely, in the opinion of the Direclors of the Company, to affect substantially the operations of the
econosmic entity in subsequent financial years with the exception of:-

a)

b)

<)

d)

Conversion of Options

Subsequent to year end, the following undisted options were exercised resulting in the issue of the
equivalent number of {ully paid ordinary shares: -

* 4, 200,000 exercisable al 1.2 cenks
* 3,800,000 exercisable al 1.3 cents
Ltanger Heinrich Uranium Project - increase in Mineral Resources

On 6 August 2004 the Company announced an increase in The resource estimates for the Langer Heinrich
Uranium Project. This follows work underlaken by Heliman and Schofield Pty Lid, mineral resource
specialists,

Mineral resources now stand at: -
¢ B9 3Mt ore at 0.046% U308 containing 41,200t U308 {(100ppm cut-oif)
¢ 42.7Mt ore at 0.076% U308 containing 32,300t U308 (300ppm cut-off}
¢ 2120t ore at 0.1139% U308 containing 24, 1008 U308 (500ppm cut-off)

The new resource estimates have significantly increased the amount of Measured Resources o 10.2ME
from the previous 2.0Mt.

Sale of Commercial Premises, Belmont

On 17 September 2004 an offer and acceplance was signed for the sale of the property at 5-7 Belmont
Avenue Tor $1,200,000. The offer is subject to finance and due diligence, becoming unconditionat on 15
October 2004, Settiernent date is anticipated to be 5 November 2004,

Placement of Shares

On 23 September 2004 the Company announced it had placed 7,500,000 fully paid shares ab an issue
price of 40 cents per share with a prominent Canadian investment fund fo raise $3,000,000. Funds raised
witi be used for funding and development of the Kayelekera Uranium Project and 1o provide general
working capital.
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27. RECONCHIATION OF NET CASH OUTFLOW FROM OPERATING
ACTIVITIES TO OPERATING PROFIT/(LOSS) AFTER INCOME TAX

CONSOLIDATED PARENT ENTITY
2004 2003 2004 2003

3 3 3 3
Operating profit/{oss) after income tax 189,872 {571,633) {410,156} {741,171}
Nor cash dems:
Depreciation and amortisation 92,713 115,406 5821 11,050
Exploration expenditure written off - 41,272 - 16,807
Provision for non-recavery of
intercompany foan - - 3,002 BA,642
Provision for non-recovery of
investiments - - 65,180 466,974
Write back of provision for non-
recovery of converlible note - {256,000) - {256,000}
Gain on disposal of investments {537,839 - 51,895 -
Profit on sale of investments . -
Bad debis written off . 81,800 - 29,227
Share of loss in associate using
equity method - 236,992 - -
Change in operating assetls and
liabilities:
frcrease {Decrease) in trade debtors 5,700 {61,850 80,689 9,545
{Increase)Decrease in operating
liabsitities 151,137 132,267 91,919 104,443
Net cash outflow from operaling
aclivities (98,4171 {281,746) {111,649) {273,483}

28. FINANCING AND INVESTMENT ACTIVITIES

{a} Naon cash financing and
vestment aclivities

Issue of shares in heu of
technical consulting fees F0,800 35,900 70,800 35,900

(b} Financing faciities available

Inn December 2003, a finandal institution approved a $2 million loan facility to assist with the bankable
feasibitity study of the Langer Heinrich uranium project. At Ehe reporting date, the facility was unused.




FOR THE YEAR ENDED 30 JUNE 2004

29, EARNINGS PER SHARE

(a)

{b)

CONSOLIDATED

2004 2003

$ 3
Basic and Diluted Profit/{Loss) Per Share $06.0007 {30.0027)
Weighted average number of ordinary shares on issue during
the year used as the denominator in caloulating basic
earnings per share 288130097 208,280,686

b b
Earnings used in caleulating diluted and basic earnings per share 189.872 {571,633}

Diluted Earnings Per Share

Tijuted eamnings per share is the same as basic earnings per share as there are no potential ordinary shares
that are ditutive.

30. EMPLOYEE ENTITLEMENTS

PARENT ENTITY

Provision for Annual Leave & Long Service Leave 2004 2003

$ 3
Aggregate employment entittement liability 33,702 37,097
E£mployee numbers Number Number
Average number of emplovees during the financial year 4 4
Superannuation

The Company contributes to employees’ superannuation plans in accordance with the requirements of
Cecupational Superannuabion Legislation.  Contributions by the parent entity represent a defined
percentage of each employee’s salary. Employee contributions are voluntary.

31. FINANCIAL INSTRUMENTS

(a)

()

1G]

Credit Risk Exposure

The credit risk of financial assets of the consolidated entity which have been recognised on the staterment
of finandial position is generally the carrying amount, net of any provisions for doubtiul debts,

interest Hate Risk Exposure

The consolidated entity’s exposure o interest rate risk is limited to the floating market rate for the cash
deposit, convertible debt and a property morgage. Al other financial assets and liabilities are non-

interest bearing. The weighted average interest rate on cash deposits, converlible debt and property
mortgage is 4%, 5.09 and 8.1%, respeciively.

Met Fair Value of Financial Assets and Lizbiities.

The net fair value of cash, convertible debt and non-interest bearing monetary financial assels and
financial labilities of the consolidated entity approximates their carryving valoe.




The Directors declare that the financial statements and notes set out on pages 18 (o 40,

ay  comply with Accounting Standards, the Corporations Regulations 2007 and other mandatory professional
reporting requirements; and

By give a true and fair view of the Company’s and consolidated enbity’s financial position as at 30 June 2004 and
of thelr performance, as represented by the results of their operations and their cash flows, for the fnancial year
ended on that date.

It the Directors” opinion

{a} the financial staterments and notes are in accordance with the Corporations Act 2001; and

(I there are reasonable grounds to believe that the company will be able to pay its debls as and when they
become due and payable; and

This declaration s made in accordance with a resolution of the Directors,

Signed atb Perth this 29th day of Seplember 2004 in accordance with a resolution of the Directors.

=4

| Borshoff {Managing Direclor)
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INDEPENDENT AUDIT REPORT TO THE MEMBERS OF PALADIN RESOURCES LTD

Scope

The firtanciof report and directors” responsibifity

The financial report comprises the staternent of financial position, statement of financial pedormance, staterment
of cash flows, accompanying notes to the financial statements and the directors’ dedlaration for Paladin Resources
Lid {the Company} and the consolidated entily, for the year ended 30 june 2004, The consolidated entity
comprises both the Company and the entities it controlled during that year.

The directors of the Company are responsible for preparing a financiat report that gives a true and fair view of the
finandial position and performance of the company and the consolidated entity and that complies with Accounting
Standards in Australian, in accordance with the Corporations Act 2001, This includes responsibility for the
maintenance of adequate accounting records and infernal controls that are designed to prevent and detect fraud
and error and for the accounting policies and accounting estimates inherent in the financdial report.

Audit Approach

We conducted an independent audit of the financial report in order (o express an opinion on it o the members of
the Company. Qur audit was conducted in aceordance with Austratian Auditing Mandards, in order to provide
reasonable assurance as to whether the financial report is free of malkerial misstatement. The nature of an audit is
influenced by factors such as the use of professional judgement, selective testing, the inherent fimitations of
internal controb and the availability of persuasive rather than conclusive evidence, Therefore, an audit cannot
guaraniee that all material misstatements have been detected.

We performed procedures to assess whether in alf material respects the financial report presents faidy, in accordance
with the Corporations Act 2007, induding compliance with Accounting Standards in Australia and other mandatory
finandial reporting requirements in Australia, a view which is consistent with our understanding of the Company's
and the consclidated entity's financial position and of thelr performance as represented by the results of their
operations and cash flows.

We formed our acdit opinion on the basis of these procedures, which included:-

v examining, on a test basis, information o provide evidence supporting the amounts and disclosures in the
financial report; and

e assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of
significant accounting estimates made by the directors.

While we considered the effectiveness of management's internal controls over financial reporting when determining

the nature and extent of our procedures, our audit was not designed to provide assurance on internal controls,

We performed procedures to assess whether the substance of business {ransactions was accurately reflected in the
financial report. These and our other procedures did not include consideration or judgement of the appropriateness
or reasonableness of the business plans or strategies adopted by the directors and management of the company.

Independence

We are independent of the company and have met the independence requirermnents of Australian professional
ethical pronouncements and the Corporations Act 2001, In addition 1o our audit of the financial report, we were
engaged to underfake the services disciosed in the notes (o the financial staternents. The provision of these
services has not impaired our independence.

Audit Opinion

I our opinion, the financial report of Paladin Resources Lid is in accordance with:

{a} the Corporations Act 2001, including:

{i} giving a true and fair view of the financial position of Paladin Resources Uid and the consolidated entity at
30 june 2004 and of their performance for the year ended on that date; and

{i} complying with Accounting Standards in Australia and the Corporations Regulations 2001; and

Liability i limied by the Accounans’ Scheme purszant 1o

e NSW Professional Standards Act 1994

Mgjor Oiices in:
i dney, Melboume, Adefaide antd Canbersa

5036

ariness it an Bdenendert member fim

. afdiliation of independerd accounling

) other mandatory financial reporting requirements in Australia.
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REM BIRD CAMERGN PARTNERS

Perthy, WA 5 CCUBMTT
Dated: 29 September 2004 Partoer




Pursuant to the Lsting Requirements of Australian Stock Exchange Limited as ab 27 Septemnber 2004,

(&)

(0

(<)

Dhistribution and number of holders

SHAREHGLDERS
] - 1,000 30
1,001 - 5,000 126
5,001 - 10,000 287
16,001 - 100,000 1,115
100,001 - AXIETIWT 286
1.804

39 shareholders hold {ess than a markefable parcel of shares.

The twenty largest shareholders hold 70.97% of the total shares issued.

Holder No. of Shares %

ANZ Nominees Limited 86,070,171 2519
National Nominees Limited 46,344,253 13.56
Citicorp Nominees Pty Limited 15,668,910 4.59
Merrill Lynich {Australia) Nominees Piy Lid 14,937,173 4.37
Ayhworth Holdings Pty Lid 12,476,237 3.65
Mr Robert Anthony Healy and Mrs Helen Maree Healy 13,501,570 3.96
Dr teon tugene Pretorius 8,550,000 2.50
Mr Gregory farhes Buchanan and Mrs Heather joy Buchanan 8 480,434 2.48
Resource Capital Fund 117 LP 6,250,000 1.83
Strategic Consulfants Pty Led 5,595,575 1.64
Westpac Custodian Nominees Limited 4,460,000 1.31%
Mr Rick Wayne Crabb and Mrs Carol Jean Crabb 3,248,050 0.95
Mr Jobin fanowski 3,000,000 .88
Mr Jarmes U Blanchard 10 C/- Jeflerson Financial inc 2,777,778 0.81%
Mr Robert Anthony Healy 2,721,143 0.80
Mr Leshie Murray MeKenzie 2,030,000 0.59
Calm Holdings Pty Lid 1,711,994 0.50
Neo Pro Tec Pty Lt 1,600,000 0.47
Mr Rick Wayne Crabb 1,529,218 0.45
Bruce Marks Pty Lid 1,511,667 0.44
Total 242,444,313 70.97

Yotbing rights

For all shares, voting rights are one vole per member on a show of hands and one vote per share in a poll.




Pursuant to the Listing Requirements of Australian Stock Exchange Limited as al 27 September 2004,

{dy Mining Tenements held -
URANHIM PRO|ECTS

WESTERN AUSTRALIA

Project Tenement Interest %% J¥ Partner/s Operator
hanyingee 3 MES 100% - -
Oobagooma 4 EL{AYS 100% - -
SOUTH AUSTRALIA
Project Tenement Interest % J¥ Partner/s Operator
Siceus TEL 0% Signature Resources NL Paladin

1 EL{AY 20%% Signature Resources N Paladin
Lake Elder 1EL 20% Quasar Resources Pty Lid Quuasar Resources Py Lid
bt Yerila 1EL 15% Quasar Resources Pty Lid

| £ Risinger Quasar Resources Phy Lid

NORTHERN TERRITORY
Project Tenement Interest 9% J¥ Partner/s Operator
N E Arunta 1EL 160% - -
Napperby 1 EL{AY 160% - -
MALAWI - AFRICA
Project Tenement Interest % |¥ Partner/s Operator
Kayelekera 1EPL 90% Balmain Resources Pty Lid Patadin
NAMIBIA - AFRICA
Project Tenement Interest %% J¥ Partner/s Operator
Langer Heinrich 1 MDRL 100% - -
NON-URANIUM PROJECTS
SOUTH AUSTRALIA
Project Tenement Interest % J¥ Partner/s Operator
Wit Lofty Ranges 1EL 90% Absolut Resources Corporation Paladin
Reaphook [V 1EL 7.5% Perilya Limited Peribya Limited
NORTHERN TERRITORY
Project Tenement Interest % J¥ Partner/s Operator
Davenport 3 EL{AYS 30% Newrmmont NFM Py Lid Newmont NFM Py Ltd

EE Expioration Licence (Australia)

EPL Exciusive Prospecting Licence {Malawi}
MEORL  Minerat Deposit Retention Licence (Namibia)
ME Miring Lease (Australia}

{A) Pending Application
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