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2006 has seen miajor advances an four fronts for Alkane with the receipf of the Commercial Basdy Grant for the Dubbo Zirconia Profect (DZP), the sigrificant
iscovery af MoPhilamys, the floar of BC fron Lisited and proqress with the feasibifity for development of ihe Wyoming goid depesits.

in April, the Company received approval lor a grant of ARZ.3 milltion from Ausingusiry fo assisi with the development of the Dubbo projact, This grant s given
on & doffar-for-dolar basis fo advanced projects thal can demonsirale a high fevel of innovaiion and the ability fo increase Ausirafia’s susiainable economic
grosth. The Grant was the catalyst for the Board 1o approve a significant budgel fo progress ihe process How sheel opiimisation and, very impcriantty, Ic buitd
and aperafe the Demmonsiralion Biof Piant (DPF.

ANSTO Minerais, 2 businass uni of ihe Ausiralian Woclear Science and Technoiogy Organisation based af Lizcas Heights in the soully of Spdngy, was confracied
io carmy ol the process opimisation and o operale the BPP Wark got underway in July, and while mach remains fo be done, resulls available fo dafe are
showing usedu! understanding of the process condifions and ways fo imiprove thal flow shesel,

Acguisition of componerits for the GPP has cormenced and, inferestingly we have found that the carbon regeneration kitn al cur now cfosed Peak Hilf Gold
Mine is an ideal size for the kiin thal forms the Tront end of the DPR Liilisation of this exisfing capital equipment will save us lime and dofiars and, even though
we are sfightly behind schedule overall we showld Rave the demonsiraiion plant cperafing fn Jily 2047,

Successiul cperation of ihe OPP sticuld enable sign off on ihe enginaering for the flow sheer as wall as generaling substantial product lor disiribution o end
usars, This shoaid itimataly lead io conclusion of off fake aqreements. The fargel dale for 2 development decision jor the DZF remains af mid 2008,

The strafegic significance of the DZP continues io be highlighted with the increasing demand for many of fhe commodiias the profect can produce such as e
developing dse of Zirconkum and halnivm melals in nuclear power plants. Also ihe research and development in these special mefals keeps opening new
oaporianities. As an example, both intel and 188 are reporied fo have separaiely discoverad ihal hainiim is 2 mafor new component of ihe next generaiion
micIcprocassors far compitar chips.

Dar faith in the prosgectivity of our fenemenis in he Orange area was rewarded with the spectacuiar gold-base mefal discovery mid year at MoFhiflarmys, wikin
the Mooriida Project. This project formis part of the joint venfure with fhe jarge Amarican gold producer, Newmicni, Newmont are the managers of the JV which
has onfy been active for abowt 15 months, but Afane remains as operalior and our experiance and expertise in the region has paid off with our mciivalion fo
tesi a farget which did nof fit ihe nonmal exgloralion models for this area.

While explorafion of McPRillamye is &f 2 very sarly siage, ore grade qoid and zing infercepis have been recorded over a sirike fengih of 400 metres and 1otal
width of 200 metres, Drilling has fested the sysfem ic an open 150 mefres verfical depiti and the deposil appears lo be amenable fo open pif mining and
siandard goftf recovery lechnigues.

Mewmoni fave proposed a regional approach tor this year with a view lo ideniifying more MoPhilamys tvpe famels in the immedisie wicinidy fo build up ihe
averall resource poleniial before embarking on & more defaifed drill 0wl From our existing knowledge we belisve Here are nimerons farpels ihal coild provide
that resoirce polential

Affar a fong gestation period. ihe poieniial of the Notfagine area for channe! iron deposis fook a mafor sfep fonsard with the formation and Foaf of BC fron
Limmited (BCY. In Ociober we reachad agreement with cur partners in ihe Mutlagine project, ihe Randciph Syrdicale, fo combing lenements in ihe £ast Filbara
with Consciidaled Minerals Limited o form a substaniia! land howding, This land package covers a very prospechive ferrain with e pofential fo host several
chatingl iron deposits of a lype mined af Robe Biver and Yandicooging by Ric Tinlo and BHE Bifiicrn,

B Jron Limiled (BC was formed fo acgiuive this land package and raised ASE million hrough foaf and listing on the ASX on 15 December 2006, BCT plans fo
infiiale & major drifing proqram Ic last ihe sysfem (which has a polential in excess of 500 milion fonnes) as soon a5 praciical

Alkane rafalins @ milicn shares (17%; in BO! and we believe ihal anv signilicant success by thair expiaration programs shouid see a subsfaniial incraase in fhe
raiue of this vestiment.




As with prevics years, 2 shortage of drilfing equipment in New Soufh Wales impaciad or our ability fo get programs compdeiad in a timely manner This was

narficularly evidert with the Towmingley Gofd Project (TGP where we were tnying io advance the feasibiliy siudies for the development of ihe 600.000 ounce
Wyoming gofd resources.

Several conceptual deveinoment modeis hiave been considered wihi fhe most favourable being & ore million fonne par annum open cut miing and carbon-in-
feach goid recovery cperalion for the production ol 50,040 fo 70 000 ounces per vear fofowed by a 250 400 tna underground mining cperation. Jo mavimise
the financial return on this model ideally we will need Ic add another one miion fonnes 1o he open pitable invaniary within frucking distance of the Wyoiming
traalment pland. The mosi fkely source for ihis losnage Is fhe refalively recently discovered Caforma deposil which s only 00 mielres east of the Wiaming
deposits.

The delayed drifing programs were linally completed af Caloma lafe in 2006 and early 2007, with enough encouragement 1o sugoest thal this deposi may
have ihe potential fo meel at feast part of thal additional fonnage requirement. Furiher drifing has been scheduled and we will endeavcir o gel fo a logical
decision on ihe development of fiis project by the middle of 2007,

Al Peal Hill, most of the rahabiiiaiion of the sife has been completad with the excepfion of the office and gold recovery infrastructure. Finalizalion of Ihis work
will niof be andertaken uifi alter development of Wyorming, bul may also awalf a furiher review of the polential to develop the large siiohide goid-copper
rasource beneafh ife existing coan pits.

Ground exoloration will continue fo advance e other projects af Wellinglon, Bodangora and Cudal in e Ceniral West of Mew South VWales which we believe
are vary prospective for gofd and copper degosis, In parficuiar we plan o advance the Galwadgere copper deposit in Wellinglon with ground qeophysics and
drilling lo buitd 2 resource adfditional fo thal ideniified fo dale, and Ic look Jowards developmant opfions for this relalively small but pofeniiady viable deposi.

Feciidd fike Fo thank my feflow direciors, and our consuflants, exploralion learm and gold cperafions maragement and siall for iheir coniinued efforts during ihe
year In particelan [thank Inky Cormelivs, who confinues as a direcior, sud from whom | ook over a5 Chairman; David Kennedy and Lintsay Dolless who refived
as a directars during the year, and fwelcome fan Ganded fo the Board,

John 5 F Dunfop

Chaiman

Suiphide Brecola
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GOLD -~ NEW SOLTH WALES

Alkane Exglosation Ud 100% {subject to separate soyalty agresments with
Comgpass Resources NL, Golden Cross Operations Pty Ltd and Climax Mining Ltd}

Tae Tomingiey Gold Project (TGP} exerds over 80 Klomelres from near
Parses ir: the sowtl, fo nerth of Tomirglaey in the Central Wast of Kew South
VWales and cavess 4 nzrmow secuence of Ordovicizr volcanic racks. The
Wyoming Prospect, within the TGP is sitated anout 14 kilometras nord
of #1e Cempany's Peak Hil Gold Mine and immediazely north of the

[dstaric 70,000 ource goid produciag Myalls United Mine (3cPhaiis).

The Wyoring area forms ane of 4 number of prospacts and gold
pecursances, ckiding Peak Mill, located afong this valcaric beit. Gald
minesaiisation at Wyaming has a close spatial relationshis 1o a feldszar
porphysy which inlrzdes into ardasitic velzaniclasiic socks near ihair
western contact with a mose peiitic sequence. Mineralisatian is associaied
with extensive alteralion and quartz veining of the parghyry and veloanic
rocks, Severa: distingl farge! arses have been fdeniiiied to date within a
1lfee kilomaire coridor extending frorm Moleans in Bz soullk, thodgh
Wyaming Ore fo Wyoming Three in the rerh. A potential new depaosit has
recenily besr: discovered al Caloma which is locaied 500 metres east of
YWyaming Thies

Fluch of the Wyaming area is covered oy iransported 2nd unminerzised
clay sedémants and tkis has impacied an both the exploafon tachnioues
sac o focate and define orshodies, bt also on development optiens and
costs, This coves ranges fom a2oui 5 %2 10 melies at Wyaming Thiee and
Caloma, fo mars han 60 metres over Wyoming Two. The maior oretady 2
Wyoming Ore averages 25 meles of cover,



Since 2001 more than 125000 metres of drilling kas been compietad in sporoximalely 1,300 heles. Expeaditure 0 date bas tofalled AS7.5 mitiion. of
anprosimately ART2 per resowrce aunce dafined. This level of expenditurs is wed inside e incustry average of A$25-30 par resoLTCE GURCE.

At 31 December 2006, {dentified Mineral Resouwrces siood al

WA E REROURGES (o B.0EBE/Y AU SUY 8FF

BAERTHRER PREEEIATES HRFERFED 111529
jlagtit THHARE GRARE FOREALE GHABE FUMALRE BRANE VeRBARE GRABE {HINBES

(% g, i (&%) [ o] i il

e -___.5417. 0 - ..

225 1010000 277 1276000 408 6,300,000

" Wyoming O - 277" 270 5477
- Wyemiﬂg Three . 815}{}{}{} . 2‘2{} AP 1 5’8{}{} ..... 2‘32 P 83{}‘{}{}{} P 2‘2{} I 58}78{} -
. TOTAL s 4,835}888 ....... 2-24 .. 1 1025,888 e . 2-?6 .. 3 ‘2781068 ...... 4-09 . ?}1 30‘800 ...... 2-70 ..... 685}488 S

£
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FEASIBILITY STUDY

Feasinility slidiss have besr ongoirg since 2005 and have considered
varinus cevelaoment scenasios, most of which iwolve all mining and
infrastricture io be lacated ai the Wyaming site, aboul 2 Xiiometres souih
of the Tomingiey lown site.

Tha current conceplual devaiopmant consists of wo open pit mines,
Wyorming One and Three, foliowad by an iniEal undergmund oparation
fncussad 0n Wyaming Cra, Gald productizn would be threugh 4

convendonat GiL goid recovary circudt &l an open ot rate of CH 12 1.0
million ornes gar anrit followed 2y 2n undesgroerd mins at 925 million
ionnes per anaurm. This treatment rate would recover 35,000 12 70,000
ourcas of g2ld a year 1o 2 mingmam of siy vezrs. i is anticipaied hat ke
cairrenl feasibiiity study sheuld be compieted 2y mid 2007, leading o 2
Hnal definiiive faesbility study and hopefuily & developmant decision by
the end of He year.

Capital costs semain coucial 1o the financial viabilizy of the omject and Lhe
Company has hean actively reviawing avaiiabie piant and equiniment
thraughout Ausiraliz. As the final specifications dare not yel avaiizbie, no
nlant [as pesr sourced 1o dake. A 134pa operation is aniicipatad fo cost

around AS40 mitlian,
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White genaral industry operating £osls have escalated over e fast few years, the
TGP is lpcated in an 2red of subsiangdal existing infraszuctiz with the major
Mewes Mighway lransacting the projest, linking 4 number of owns with 2 regions

opafaion base sxcesding 120,000, No camp facilities are requized and the
woskforce can 2e sourced locally, A natural gas pipeline zni raivway are iocated
five kilometres west of Tominglay, and powsr is availanles from the New Soull
Waies state gric. These faclors shocld nelp minimiss the imgact of rising cosis.
Water supply remains an issue but it is thought that a gigaling could 2e laid from
the &acquarie River at Marromine, 4G kilomeires to the noilk of the project site.

EXPLORATION

The TGP is considered 1o have substantial exploration poleniiat and whiie he
immediate foous is ke deveiopmenrt of the Wyaming deposils, nemerous targels
rerain 1o oe avakiaied, Specificagy in the Wyaming arss, resource poleniial axsis
at Caloma, Wyoming Twe, Moieans and deaper indergrounc pefential oelow e
Pistoric hyalls United warkings.

Catoma was located early i 2006, when airtore di#ing of the Patens Ezst tage!
was extended to the south 1o fest an asromagnetic anemaly. A Wyaming styie
porshyry irusive with associzled quarz veining znd aderation was idendifisd
baneain 5 metres of rznsparted clay coves. Follow ug sircare and RO difdiing
tasied a novih-souih strike length of 3060 metres. Gold minezafisation was recorded
over (el full 300 metrs length with severdl jenses possibie and additional crilling
iz i g ﬁgress to sstahnsh  {esource po HITEE Imlcapls “Iblbﬂ\{-d

: "3 m&tres gracfmg 3 4?g,f‘{ ge i fram 2 me&&s
__12 meir&s g{&dmg 2. 27th goié from 68 meir&s

"_"-_13 meir&s grading 2 wg/t gold from 36 me‘ir&s'

.21 metres gradmg 2. 33gﬁ golg fmm 86 meims e
-6 melres grading 5.60g/t gold from 72 metres -



PEAK HILE GOLD MINE

Tha Feax Hill Gold #ine cammenced coeratien i 1996 based upen the oxidized cag of 4 high suiphigation typs epitharmal geld system within the Ordovician
volcanic rocks. Tha mine ceassd procuction i 2006 with its fingl gold outpet aver the 30 vear mine lifs wialling over 153 000 fine ounces. The apsration was

A OpRR ol ming with hedp lsach-dums feach gald racovery and wes commissioned 4t 4 capital cost of ASA mition. The project generazad AS315 miliion

cash fow over its life.
Firal rehebilitalion invelving major works in zeshaning, tepsoiling and sesding of 1he heaps 0 create 3 long-term sizbie iandform has been compieted Sut tha
office infrastructurs and explorafion base will remain untit development of Wyeming is complated.

The significant (450,000 ounce} but maderately refractory suiphide gold-cozser orebody 2alow the oxide mine remains subiack to 0Againg review and wii

D= rg-asseasad following succassiul developmert of e Wyorning danosits. Severs! procass antions were nraviousiy trialled and an novative bio-keag ieach
was considesad the rmost favourabls alterrative. The pragimity (o (ke town of Peag Hill housas and infraszuckive howevar, means any rmine develepment woald
& uncesground.

The Feak Mill Goig dine represenied Alkane's firsl substaniiai eparating venturs and it is ene the Company infends to tuild or in the fulure.

As at Decembeg 31, 2006, Minsral Respurcas remained as:

'.S phid& {Prapr:etary orabet:fy {mty} 0.5g1 goié Gifi off
" INDICATED RESOURCES .~ "0.44 milfion tames
iNFERRED RESOURCES 1 83 mi !ii}ﬂ tonnes

8 31% CLE___ '
8.18% Cu

ledl By M Ty R
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JRCOMUM-HAFNIUM, MIOBIUM-TANTALUM, YTTRIUM-RARE EARTHS,
URAMIIM -~ HSW
Aostralian Firconia Ltd (AZL) 180%

The Dubho Zircenda Project (DZPY is loceted 20 kilometras souih of the
lzrgs regioral cantrs af Dubse, approwimately 400 sitomaties norlwast of
Sydrey in the Ceniral West Hegion of Kew South Wales, The BZP is hased
Lpon ore of the world's lasgest in-groung resources af ihe mefals

Firceniurn, Refribm, aiobiur, tentatum, yitribm and raze sarth elements,

Over severat years the Company has developed a fow shest consisting of
siiphusic acid feach follawad 2y solvent axirzcHon recovary and refining o
produce saveral preducts. This flow sheet Ras Been tnalled to Bind Pilo
Plan: tevel, fo recover a suite of Zroonium chamicals. ziganiz, 4 niohiam-
tzrtalem corceniraie and a yEfum-are salh corceniate which are used
in the expanding caramic, caialyst, electronics, engineening ceramic, ard
specialty glassas and alioys incustias.

The Parin based specialist 2ircen, titaniem minere! and pigrment industry
cansuitznts, TZ Minerals International Py Lid, coniinued 1o provide
process and marksting advice, and projact management for the D78
feasiniiity studias.

[ April Asxane recaived 3 Commercial Ready Grant ioiasiing $3.28
million over a twenly savar menin period. The Grant was offered ora
dollar for dallar basis & enable pracess aptimisation, and construstion and
operation of the Damorstration Filad Plart (DPP) for the 072 Commercial
Ready {CR} is an initiadve of Ausindustry. & division of the Austratian
Governmert's Department of incustry, Toensa: and Resoarces. The granis
ale given 12 nrojacks with a high commercial poleniiai and are desigred to
incrazse Ausiraia’s sustainable economic growih by stimelating inrevaion
i1 hUsinesses.

Process ontimisation and develapment work commencad a2 ihe izhoratory
fzcilities of ANSTO Minerals af Lucas Hefghts south of Sydney in July.
ANSTC Minerzls is 2 business uni? of the Australiar Kuclzar Science ang
Technoiogy Dipanisation and comprisas 4 group of aver 30 professiona
soienisis and ischnicians with expertise thal covers chamical angineesing,
metallargy, mineralagy, chemistry, physics, agpliad malkematics. gaoiogy
ardd radiztion sagty.



i the second hatd of 2006 ANSTC progressad wih process o;sémisaticﬂ with pismising results in minimising zcid consurapion and imaaoving meial

racoveries. Pracuresmant of components far the DPP is tnderway and # s aniicipated that censiruction of slant shodid commence shortly, The niant is
scheduled 1o 2a operaiad for 2l lzest six menihs and this cocld be extended to twelve months depending Unan any pracess issues and the amount of sampie
nredicts required fo be distribadiad 2 nolensal consumers. The fazsibility dafabase wiil be prograssively updated 1o enallz a develomment decision 1o De
advised by the middls of 2008,

Ovar 018 fast four years markets for DZP nioddicts hag conlinuad to grow and new apnifcations for the matals secame evident, OF particalar infzrest are the
uses of zisconitm and Ralrdum melais 40 riclear power faciiities: ke replacement of iead chemicals by zisconiur i undercoaling of il metad components of
venicles: and the racent sepazate announcemants oy sl and IBM on the discavery that halnium s 2 ey componant in new gansrslion micloprocessors.

BRSTO are reviewing the process o recover sanarsled zircenium and hainium, and the recoversy of uranium, Producion of wrerium semaing profibited in Mew

South Wales bit e current flow sheet recuires remioval of dranizm from (ke zirconium process siream otherwise if contamirates the 2nd produsts, The

ranfuism recavered by H9is process would be stzhilised and disnersed in i the residus storaoe facility. The Projest wouid benefit from e fow on effec o
ieng residue maragement costs and increased revenue o the saie of 4 uranium product.
ideatifiedt Mineral Reseurces as ai 31 Becember 2{}06 Werg!
}MEASURH} RESGUHCES T T e e T e T T e T
I(G-Sﬁm 340mRLy 35 7 i i:an tannes . 'f.gﬁ% I, .{}.{}4% Hitk, 0.46% Nb:0s, 0.03% Ta:0s,0.14% Yelh, 0.014% Ul ,.{}.745% Total Réo
WFEARED RESOURCES ~ "~~~ "
(55-100m, 295mRL) 37,5 milion onnes Sl grades

TOTAL 73.2 milion tonmes  Similar grades

o by B Ty

Flel

2 cydyind
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WELLINGTYOHR

COPPER, GOLD ~ NSW
Alkane Expioration Ltd 100%

Tha Wellingion Project is centred 15 kilomeizas 12 the southasst of the Lown of Wellingtan. The aaject hosts saveral famgeis, including he Fedaral gold and
Galwadgers copser-gald nrospacis. The Gafwadgere degosit, which has besn the focus of most of the meert axnloration effors, is lacated adjacent o

favouraZle infrasiruoturs, baing three kilometras from the main Weastem Bailway, nasr o power and water.

Tha Comgany cazried ouf a drilling program in 2004-5 which has enabled an inital shallow sesourca 2 be calculated. The main zone of mineralisaion
oulcrops aves 4 steike lencll of zpproximately 350 maties and is made!led over a lolz! sitke iength of abowt 200 metres extanding below Parmizn cover io the
north. The zone dips east at spproximataly 55°, plunges north at azout 307 and varies in thicknass rgm & to 35 mebes, The mineralisation consists of
dissemirated and stringer pyite-chaicopyits fanses within aliared falsic valeanic rocks. The sysiem is stricturally ovesfurned and apnears 1o e cepped by 4
tegg-zing-sitves-gold rich Deddad massive sulzhide with resuits 210 4% 2ing, but to date this has rarely exceeded two 10 thiee mekres inwiglh, There iz
natendal for s hofizor o increass in (kickress to the nedth and down pienge.

The initial resource estimaie al .5% copper cut off is:-

NDIGATED RESOURGE "~ 2.09 million tonnes - 0.99% Cu and D.3g/ Ay -~ -

o i i Ty A

& stoning sxidy based wpon open pit mining and Eolation corceniation genersled 2 oosive cash flow Dol it was thought that a furthes 2 millicn lonnes ware

reguifed to genesate a favourable rslum on cagifal. Several untestad fargets exist in the project arsz and hese &lso have potemial for cogper and gold

rhinzfalisa#on and an inducad Polarisation sufvey has been plannad o test the immedizle Galwadgers area for séditional ssoumes.
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GOLD, COPPER - NSW

Akane Explaration Lid 100%, subject to Newmant Acstralia Uimited earning an
initiat 51%

ir August 2005, Atkzre reachad agreament with Newmont Australiz Limited
{Nawmont) 1o fazmin 1o Akane’s Orange Project which incledas the
Molong anc Moocritda tenemants [oczled near the city of Orange in the
Ceniral West of Mew Soulh Wales, adiacent to Newcrest Mining Lid's Cadia
Vallay Operagons (- 3030z il resources).

Curing 2006, exploration programs tesled largats a2 Gharties, Galloway
and Borenore within the Molong tenements. Two Jeep dizrmand core
noies wese drillac 1o follow U encoumoing alteraticn znd mineralisation
associated with monzonite type infrusives and skam-sadimentary
replacamant styie mineralisaion infarcanted by the 2005 drilling. White no
significant grades wers selurned the duiiding cortinued o confirm that the

nrzject araz still hes sotential o Rest significant gold and golé-cozgs

deposits.
Further modeiling of ihe seremagnetic dafa and induced Polarisation ': Orange Arca -
survays ase plannad 1o sssisl with target definifion, ‘Project Locations

ir: Mzrch 2006 a soif adger sampling pragram over 2ie McPhillamys
Prospect withir the Moorilda Proiect dedineated a rabust -+ 100ng5 goid
responas within a 650 x 200 metres ziea with coincident aromaious
indicaior frace elaments. Reconraissance geoiogical mapping of this zrea
recorded imenssly allerad falsic valzanic racks kesting iron-oxide atter
suinnige, ard shesled quarz vains within (ke targel zone.

& reconnzissance aircor diiling program of 30 holes festad part of (ke saii
anomaly ovar a 800 metre sirike iencil. The hioles inlersecied highly altered
voloanics with variabie sulphioe and clariz veining with sigrificant geld snd
ase mefal values, A doilew p drilling seegram of 8 RC hotes and 1 core
nole was compieted will five seclicns tested 09 lines at apnroximazely 150
melie spacing over 2 sirike engih of 600 metres. The resuits confirmed tha
MCPRillamys Rosts 4 major minesalised sysiem which comprises af ieast
two distinet gald besring zones {Wastern and Bastern) which ars up i 501
100 melres widzs, ars at least 466 meaties in stike lengih, sxtend from He
ground surface to 2 teast 150 meles veriical daplh and ars separzled by 2

2inE rich 2ane.
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Aircore results o ?m Weszem Goid Zons.

E(? 006 24 meir&s gradirzg 2 030 gold f{om 4 meir&s
_mc__zz_dmg_ _:_ _5 melres. grading 5.68g/ goid from 5 metres I
KP 007 17 metres grading 1.500/t gold from 32 meir&s (ta EGH} """"" R

Gizmaont cors hole KPD 0071, drited towards the southiern end of the known mineralisalion, infersected the Wastern Gold Zone and the Central Zine Zone.
Resu IS from 1|;1<‘ nme Wers su“mans&d a3

'.E(PE} i}{}é B __'?? meir&s gradmg 1 BSQJI ge d frem 143{} matres B

:_m_c:_ z_;_d_mg . '_'-13 meif&s grading 2. ?'ngt geid fom, 165 metras -
aso melses grading 5,569/t gold from 191 metres AR :
KPD.OOt 31 metres grading 1.64% zing, 120/t siver, 0. mgft geid frem 64 metres | REERE
.inciudiﬂé """" 7 m&tres grading 2.49% zing, 170/t siiver, 0.22g/t gold from BS.metres .. o A R
RC notes aiso feturnad significard resuits from the Eastern Gold Zone:
KPOA7. """ 54 meres mmg 1,699/t gold from 123 matres PR
ek u_dmg_ ;' " 20 metes grading 3. 409/ gold from 146 matres ’
':K? _'848._-'_ o '-::_123 metigs grading 1.96g/1 gold § fmm the surfac& L
:_i_.r}g:iﬁ_ding_ . 28 metres grading 3.83g/ Qﬂ.d._f_ram._f_% f}_}_ei_r&ﬁ..____ '
and 12 metres grading 3.480/t gold from 101 metres - e ol




Felelc voleanke / volcanlelagte.
Voloanlclastic sediments . .
Mineralised Zone - Au - -
Inerallsed Zona-2n . . -

ossz|1=+ >D25QtAu. =

Whiie exploradon of the prospect is at 4 very sarly siage, the wark
compieisd o date at MoPhillamys indicates that wilh e geomeiry of ihe
mingralisaion and the osteroz of the gald beasding zones {na cavesy, the
depesit wolld presant no agsarent open 88 mining impedimants. i s aiso
apgarent that wilh Be data availablz, (e 9200 and base mefal rich zones
are presant as distinct fedies and couid be mined 4s separate antfitiss.

A vary nralimingry meladiurgics! scer of 4 comnosite sempis &M ha goid
mingralisation in cose hole, ¥P0 063, gave a coid recovary of 87% from a
standard cyvanids lazch at a remival 75 micran grind. This wouid sugges:
that thers aze no refraciory issues with the gold minaralisation. The

metagurgics! charactenstics of the fase meiad minesaisalion a still io be

A55e5580

Mewmoni, (e JY merager, Rave advised that their nreference far 2007 was
10 25l sevaral fargets in the project area to add o ke regionat resource
ivenicny 2nd buiic up a subsiandal polential resaurce base befars drilling
il the main zone of McPhillamys. The 1zrg2is inclidz a nember of
ceoogical and geophysical featires, sifes of Mstorc workings and amas
1hat fiave shown positive geochemicad signakises,

The early-stage exploration tergets arsund MoPRillamys include sxiensisns
1o e MePhillamys eltesation zone, whers the ariging dading has only
lesied abaut 500 meatres ronf-south siriks lergilh The drill data siggests
1hat $ie fow grads mineralissd snvelope remains apen 1o the north and
south of MoPaiamys and solf aisger sampling hes commensed to cover
1his arez.

| |iFelsic volcanic / volcaniciastic
Yoleaniclastic sadiments ..
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i MoPhillamys Fast, which is aboul © &ilometre 1o the =ast of the main
2ane, the limited 2006 diilling demensirated e MoPhillamys style
aiteration znd mingralisaiion sxterdad over & novin-south sirke iength of
1.5 &itometes. Soii sampiirg @ coves this i uncensay and has also
commenced at the Grahems Prospect, locsled 4.5 kilomelies 1o e
norifwess, 1o cover a geazhysical anomaty.

Tha hisforic Cenfidence Ming is 5 &iomeatlres east of MoPagiamys and

Hmitad splaration in the 1980°s generated savaral intersecions Bcluding
7 ometres ot 2.85g4 gold. Reglonally there is a 20 kilomedre structural
coridor with scatiered historics! gald workdngs ranning down B centre of
ine nraject The saniaration: &ffort i this arza is mikime! with the most

seriaus bairg seespecting acivities i the 1880 zng 1890's.

The Moorildz Compiex (15 kilemeias scufh of MoPhillamys) is a Cadia
Ridgaway-siyle monzanite inlrzisive complex whes plewious driliing has
inlersected 19 melres a8 1.23 ¢ goid and 0.2% copper. Soil geochesmistry
and modelling of asromagnetic data has defined & nurnber of fagels i #is
AR

Reconnaissancs ncuced Polarisation stveys ars clanned for several fargat
arezs prior o drill isling.

BORANGDRE AND CURAL

GOLD, COPPER — NSW

Alkane Explorations Lid 100% (suhject to 2%N5H and buy back option to Rio Tinte
Exploration Pty Limited)

Gata review 2o ground reconraissance continued o0 bollk nrojects. At
Gudal & 508 szmping program tesied several areas. The best resuss wers
relurnad from the Sowan Fark azea whare the sempling infillad and
extended soit coverzge from nrevious sufveys. This 1zl is now defined
oy & -+ 50pph gald anomaly over a 300 meire i sirike, with a maximum of
T00pnh qold. The sremely covars e mineralised ceniast of 2 micio-
syenie intrisive whese rock chip sampliing Fom e sames azea rekimed
valles fo 1g/ goid & G.37% conner.

Boih projects are considered Lo have polentiat (o7 monzonite porghyry
associated gold - copner and siruckirad gold mineralisation. BC driliing
was ofiginady schedulad o (s the Bowan Park target iate in the yasr bl
tack of avaiianiz diili rigs caused this program 2 be moved 1o 2007

REIBEYEN REGHIN JOINYT VENTURE

NICKEL, GOLD ~ WA
Alkane Exploration Lid 25%, Jubilee Mines NL 75%

Daging the yvear Juhilee advised that ey et reachad the sxpendiure
reqaizad to achisve a 75% interest i tha three prospecis ~ LEINSTER
DOWNS, MIRANDA and McDONOUGH LOOKDUT.

Jubilze campleted aircore drilling, surfzce EM surveys, geachamics! soi
sarmning and dizmond dnlling, This wark incizded 4 s2-intemrelztion of
1l locad geoiogy af e Miranda Project based on (ke dicase drilling
information, cenerafion of a number of targats for both nickel 2rd gald
based on drilling and surface geochemical samgling, and avaluaion of the
rmoving foop sieclromagnetic (WMLEMY survey.

A peagram: af 248 aircore dril! Holes was compleled 2 Miranda desigred
1o defing 2adrack stratigraphy zrd fegodith geochenistry. The aircore
lraversas iniersacted sevandl camulate ditrammafic hosizons, felsic velcanics,
haszits, delerites and graphitic metassdimentary schists, Traces of
weathered disseminated and stringer sciphides ware viewed in sampies
from & numiar of sltrameafic hosts.

The most anomaious nickel results, including MAGT48 18 metres at
(.54% nicket and 5 metres at §.58% nickel, waig rmiurnead from the
Taurus Morll: prospect and ade interprelac 12 De associated with 4 2asal

cortact pasition. Folaw-up drilling is requirad 1o effaciively test this new

{argal,

Assessment of the suzface geochemical rasuits has identifiagd 20 nicke! and
14 colc anamalies. These anomalies recuiee furlher integration with
drilling, magnetics, zrd B4 aloag with field inspection to plags them #io a
ceoiogical comext ard assign a priority.



RULLAGIE

IROK, BIAMONDS, GOLD ~ WA
Alkane Expioration Ltd - 60% Randolph Syndicate 40%

i Grichar, Alkans and the Randoinh Syndicate reached agresmand with
Consolidated Minerals Limited (CSM) to jeintly #oat 4 new compary, BC
fron Limited (BCI). to acquise 100% of all minesals within 14 exploration
Hoances in the Fast Pilbara region of Western Australia. The BO! agreement
excludes diamends ard an option crantad to Vaalbara Resodrcas Ply Lid o

acquire 2 80% intersst in gold, silver and uranium and Witwatarsrand style

mingralisaion in ke three Axane-Handoiph tenements (ELs 46/522-524).

The compined tenemenis caver approximately 1A00km2 and include a
nuraber of Terliary aged paiasachannel sysiams which host exiensive
outcrops af iron fich pisolitic accumulations with similarity 1o e Channel
iron Deposits (CI0) currentéy heing mired 4t Robe Rivar in s west
Hamerslay Rangs.

Tha project is cantred about 200 kilomaires southeast of Part Hedland and
100 witometas noith of Newman. The nearest exiséing significant

infrastricture is the Newmar 10 Port Hedland (BHPBIllftor) iror ors raitsay
whith is focated 50 1o 100 kilomeires o ke west, The Forlescise Mafals

Graup Sroud Breax and Chefstras Creak iron deposits and their oreposed
raii ling 12 Port Hedlard, aze located 20 10 30 kilometras 12 the souh.

The Project is made g of thee prospect zreds each comprising
D&
Prewious work i #e region by Alkane concenirsled on diamend exploratian

apockannels with 0% materal which is highly prosgecive for CID.
between 1992 and 1998, The programs fecused on existing 2rd zalaso-
river syslems using aipholo and satelite imags iniercietation, stream
sediment sampling, detailad angd reconnsissanoe magging, and
stratigraghic drifing of ihe chanreis, Based on the deiailsc mapping, He
drilling irtersecticns znd a slandard specific gravity of 2.5 fonnes per
cubic meatrs, 851 defarmined thel a poteniia for 4G million tonnes nar
vertical metrs of iror rich pisclitic malerial may 2xist within 1be main
Bonniz Cresk nataecchanng! sysiam, This provides an exploraion targe! of
hetwean 200 million tonnes {bm thick) and 600 miflion tonnes (16m
thick} of izen rich channel deposit withir: this sysiem. Other, but amaller,
poleniial exdsts within the nearby Shaw River anc Nuitagine River sysiems.

B suiccassiully dsted onthe ASK or 15 December and pians a major RG
drilling progzam (o fe scheduied a5 5009 as paclicad 1o compielis an inital
assessment of 1he systams, This program skould enabie BC fran to focus
on the zrzas with poiantial fa achieve the goal of identiving significant

lornages af direct shipging clality product,

2004 F
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EUVIRGMMERTAL ARE OLUHPAYIONAL BEALTYE AR SARETY BEVIEW
Aikang Is commitied inall its activities to compiiancs with all laws zrd mouiations in reiation 12 eavironment and accunations heallk and safsty. The
Company sirives 1o #mprove ifs standards in nazadel with industry 2ast praclice for podh 1he Peak Mill Goid Mine operations and sxglosation.,

PEAK HILL GOLD MINE

Occupational Healh and Safety

Tha number of persornal emoloyed ai (ke Peak Mill Gold Mine kas contracted with ming closuze, Explorstion perzannel continue fo acoess the Pesk Hill Goid
fire faciities 1o supnars their activities an the Tomirgley Gold Projact 15%m 1o 91z north of Peak Hiil.

Thare were ko lost lime isjiriss 0 2006

&S Results 2008

Aiio 2u8% 2008
FEEREES HAHIBR FisERRRE

fiEAl RS LTHY LAY AR HRE e PBEEE NS FiEE FEEE X311 HAURIES

Coniraclors -
Visi? o T

ENVIRONMENTAL MANAGERMENT N 2006

Thare are currentiy in niace 19 Approvals and Licencas for the mining and prcessing operation, access 1o water and for pipeline routes.,
Guring 2006, the mine was iz comniiance with all consant conditions and annrovals.

Thers ware R0 compiaints moaived by the Company in 2008,

The Dgen Cuf Expariance {fourst mine) was ooen far salf-guidad iours dusing the schoal holiday serads fexclhiding stimmen) and hosiad ssvaral guided

scheal excursion croups uring fhe year.

Tha Feax Hill Gold #ine, furdameniady ok care srd mainienance, is still a conlributor 1o e focal economy and cemmunity. The mins empioyed o averags

two personnal in 2006, Thies local organizations and chariias were assisied by e Peak #ig Gold Mine in 2006

The area of e onen cuis ard haul roads, including the Oper Cut Expariance ourist afraction, has reachad the siatus of fingt rehahi#tation and has seen
“signed off" by the ragulatery suthariies.

Wet piznt decormimissioning continaed thesagh 2006,

Bikene feviewed M2 Security Deposi caloulations for he Peak % Gold Mine given that 80% of the minesite has heen ehehilitzled to final iznd farm. il is
anticizatad that the Denartyment of Primary inddisiies wiil relezss a significant proportion of the Secagity Deposit in 2007
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FINANGCIAL STATEMENTS

This financial report covers botty Alkane Exploration Lid as an individual endity
and the sonsolidated eatity consisting of Alkana Explaration Ltd and its subsidiaries.

The financéal report is presented i he Australian cusrency,



DIREETORS' REPORT

ALKANE

ExpLcranion Lo

The directors present their report on the conselidated entity consisting of Alkane Explozation Ltd (ACN D00 589 216) and the entities it controlled at the end
of, of during, the year ended 31 December 2006,

DIRECTORS -~ '
The following persons were directors of Alkane Exploration Lid during the whole year and up to the date of this report:
+ 5T Bunlep {Chairman)  (appointed 4 July 206063

+ DI Chalmers

« | R Comaligs (resigned as Chairman 4 July 2006, continuing 25 disectorn)
« LA LColless {resigned 25 July 2006)

+ | J Bandel (appointed 25 July 2006}

«  ADiethlean

¢« M D Kennedy (resigned 31 July 2006)

(appointed aiternate director for Mr Comelius on 31 July 2006 resigned & December 2005}

PRINCEPAL ACTIVITIES

The princigal activiies of the Company during the course of the financial year wese mining and exploration for gold, and ather minerals and metais. Thare has
besn no significant change in the naturs of these activiies during the firancisl year,

RESULTS

The net amount of consolidatad lass of the economic entity for e fnancial vear afier income tax was $3,655,095 (7005 foss $1.772.472),

BIVIDENDS

Mo dividends have been paid by the Company during the financial vear ended 31 December 2008, nor have the dissctors recomimended that any dividends be
paid.

REVIEW OF OPERATIONS

The Company continies to advance ifs core peojects af Tomingiey and Dubbo In New South Wales (NSW), where feasibility studies are In progress for the
development of the 800,000 cunce Wyoming gold deposit and the strategically impertant Bubbo Zirconia Psoject (DZP) respectively. Fusther drilling is
scheduled at Wyoming 1o attempt to define additienal open pitable ore in proximity o the planned development, while optimisation of the existing resource
madzl is continging.

Following receipt of 3 Commercial Ready Grant from Ausindustry for the DZR a propsam of process optimisation commenced a2 the ANSTO facilities located a2
Lucas Heights near Sydney. This program should lead to consguction and operation of a Demonstratien Filet Plant later in 2007 and hogefully a completed
feasibility study in 2008,

Work also continues on the Ozange District Exploration Joint Venture with Newmont Austradiz where a significant goid discovery was made during the vear, and
on advancing the copper sulphide deposit at Weliington in NSW The Nuilagine channel iron deposits were #oated into BC fron Lid,
SIGNIFICART CHARGES IN STATE OF AFFAIRS

The state of afairs of the Company was not affected by any significant changes during the vear,

EVERTS SUBSEQUENT YO BALAKCE DATE

0n 19 Aprit 2007, the Company is schedulad 1o hold a sharehoiders’ meeting 1o approve the issue of options (o employees and consuliants 2nd to directors
of the Company. Mo other matter of circmstance has arisen since 31 Becember 2006 that has or may significantly affect the operations of the Company, the
rastits of the Company, of the state of affairs of the Company in e fnancial vear subsequend 1o the financial vear ended 31 Dacember 2006



LIKELY DEVELOPMERTS

The Company imtends 0 continue exgloration on its existing teneraenis, to acquire further tenements for exploration of ai minarals, 1o seek other areas of
investment in the sesources industry and to develop the rescurces on its tenemenis.

ENVIRONMERTAL REGULATION

The consolidated entity 13 stbject to significant envisonmentad regadation in respect of its developrent, consiructon and mining activities as sef out below,

MEING

Buring the year there were no breaches of the reouirements felating to cerfain environmental restrictions at the Company's mine site at Peak Hill, NSW.
Wanagement is constantly working with the New South Wales Environment Protection Authority 10 ensure compliance with the ssgulatory souirements. The
Company eraploys 2 full time environmeantal manager.

EXPLORATION

The Company is subjest to environmantal controls and restrictions on all its mineral exploration: tenemenis relating to any exploration activity on those
tenements. No breaches of any environmental sestrictions were recosded during the year,

GENERAL

The consolidated entity aspires to fhe highest standards of environmeantal managerent and insists ifs entire staff and contragtors mainiain that standard.

FARTICULARS OF DIRECTORS

JOHN STUART FERGUSON DUNLOP (Non-Executive Chairman)

BEM, WENg Seiféin, FAusIMRCRY, FIMM, RAAIRGE, RACHMM

Wr Bunlep {56) is a consuitant mining enpineer with over 36 vears surface and endergsound mining experience both in Australia and overseas, He is 2 former
director of the Australian Insiiute of Mining and Mataliurgy (2001 - 2006} and s currently Chairrman of its affiliate, the Mineral industry Consalianis

Association. John is Chairman of Alliance Rescurces Lid and non-executive director of Gippsland Lid. Formes puslic comgany directorshins in the last thiee
yeals: Encoss Metals ML {November 1995 to November 2008).

Wr Bunlep is a member of the Audit Committee,
DAVID IAN (AN CHALMERS {Managing Dirscter)
WSe, FAusIV, FAIG, FIMMM, FSEG, MEGA, MGSA, FAICD

Wr Chalmess (58) is 2 geologist and gradoate of the Western Australian Institute of Technology (Curtin University) and has a Master of Science degree from
the University of ieicester in the United Kingdom. He has worked in the mining and exploration indusiry for over 37 years, during which time he has had
experience in ali facets of axplosation rsugh feasibity and develapment to the praduction phase,

Wr Chalmess is cogrerdly a principzl i Muld Metal Consultants Pty Utd and s also a nan-execttive disectar of Northern Star Resources Ltd. Former
directorships held in the last three years ase:; AuDAX Resourees Ltd (October 1953 to February 2007).

AN RAYMOND (Y)Y CORNELIUS {Nor-execulive iractor)

FAICD

Wr Comelius (56} has hat over 40 years sxgerience in the minerals and getrofeum industry. He spent the fisst nine yvears of his career with the Westam
Australian Depargment of Mines before leaving to manage his own tenement constalting business. Since 1976 he has held senios executive positicns in a

number of pubtic expioration and miring companies. In this cagacity he has had extensive experience and success in e selection, management and
developroent of deposits of rmany commaditias,

Wr Coraelius is a non-executive director of Pancontinental Gil & Gas ML, Montazuma Mining Comgany Lid and New Wosid Allays Lid.
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IAN JEFFREY GANDEL {Non-gxecutive Director) - '
LLB, BEC FLRAFAICD 0 T

Mr Giandei {49} is 3 successful Melbourne businessman with extensive experience in retail management and retail propesty. He has been a director of the
fiznced Retall Trust and has had an invelvement in the construction and leasing of Ganded shopping cenires. Through Ks privaie invesiment vehicles,

Mr Gizndel has besn an fnvestor in the mining industry since 1994, Giandel Metals Pty Lid is curently 2 substantia holder in a number of pubicly fisted
Australian compandas and row holds and explores tenements in its own right in Victoria and Western Australia, fan is 2lso a ron-sxecutive director of Alliance
Resources Lid,

Mr Giandef is a member of the zudit commitiee.
ANTHONY DEAN LETHLEAN (Non-executive Director)
BhApaScigeotgy)

W Lethiean (43}, is a geologist with 10 years mining expesience incloding 4 years underground on the Goiden Milz in Kalgoorlie, in later years Mr Lethlean
has been working as @ fesources analyst with various stockbrokers and currently consslis to Carfesian Capital Pty Ltd. Mr Lethlean is a non-executive dissclor
of Alliance Resources Lid.

Wr Lethiean is Chairman of the audit committee.

COMPANY SECRETARY
LINDSAY ARTHUR COLLESS

G, JP FNSW), FAICD

Wr Colless {613 13 a member of the Institute of Chartered Accouniants in Australia with 15 years experience in the profession and a further 27 years
eiperience in Commerce, mainly in the mineral and petroteum exploration industry in the capacities of financial comsller, company secretary and dizector,
He i a director and/or sacretasy of a number of public listed companies.

BIRECTORS' INTERESTS

Betails of each director's saievant interest in shares and righis or options of the Company as at the date of this repart are:

FHLLY PAIE CRBIRATY SHARES TPTHHIG BETHNE ERERBIE
GEREEY WBELT SRELT ERMRTIONG

HAREE B DIRELYOR TEERER WY SRR HELE REFMBER SRR

JEF Duniop - - - -

B 1 Chalmars 3,780 05,958 1,000,000 80c - 24 May 2007

| B Comelius 7875 1,201,500 1,000,000 80c - 24 May 2007

| J Gandl - 34 245 674 -

£ D Lethlean - - 250,000 40 - 24 May 2007
750,000 80c - 24 May 2007

Mo options were granted to directors during the financial year or since the end of the year.

HOMENATION COMMITYEE

The Mominaton Comerittee comprises the fuil Board.



DIRECTORS® MEETINGS

The fallowing sets out the nember of meetings of the Company's directors held during the year ended 31 Decamber 2006 and the number of meetings
atterded by eazh disector,

There were fifteen {451 Birector's Meetings, two (27 Audit, four (4) Nomdnation and three {3) Remaneration Committee Meetings held during the financial year.

Tha number of mestings atiended by each disector during the year (whils they were 3 director or commitee member) is as follows:
CERNATYTER MEETHIGS

BUARE DF DHEDTORS AU BHERAT I BENBSHERRY I
BIREC TN HEL BYVEREY HELYL AFTEREER HELE KYVENTED HELE AFFERDER
4 5 F Duniop H 10 1 } é 2 Z é
B | Chatimers 1h 14 N/A /A 4 4 3 3
| 8 Comelius 14 15 N/A MIA 4 4 3 3
| J Gandel 4 8 1 1 1 1 1 1
A D Lethlean 1h 14 Z Z 4 3 3 é
H D kernedy 7 6 1 1 3 3 P 2
L A Colless 7 ! N/A M/A 3 3 Z é

REMUNERATION REPORT

The information provided within this remuneration report includes remuneration disciostres that are requised under Accounting Standard AASE 124 'Related
Party Disclostres', These disclosures have been fransferred from the financial tepost and have been audited.

A3 remunaration of dissclors is further disclosed i Note 13 in the Motes to the Financial Statements.

A. PRINCIPLES USED TO DETERMINE THE NATURE AND AMOUNT OF REMUNERATION

The ahjective of the Company's executive reward framework is to ensurs reward for performance is competitive and appropriate for the resulis delivered, The
framewark aligns executive reward with achievement of sirategic abjectives and the creatien of vaiue for sharehalders, and conforms to market best practice
for delivery of reward,

The Board ensures that executive reward satisfies the following key criteria for good reward corpafate governance practices:
«  competitiveness and reasonalleness

«  acceptabifity to shareholders

«  performance finkage/atignment of executive compensation

«  franspasncy

«  oapital manzpement

The Company has streciured an exscutive remureration frarmework that is market compeiitive and corpiementasy to the reward strategy for the srgandsation,

Non-exgculive directors

Fees and payrenis to non-executive directors teflect the demands which are made on, and the responsibifities of, the directors. Non-executive direciors' fees
and payments are reviewed annually by the Board, The Chairman's fees are determined independently to the fees of nen-executive directors based on
camparative foles in the extemal masket. The Chairman is not prasent at any discussions relating to determination of his own remuneration.

Diractors fees

Birectors’ fees are determined withir an aggregate directors' fee pool limit, which is penodically sscommended for approval by shareholders, This amount is
separage from any specific tasks the directors may take on for the Company. For example, Mulli Metal Consuitants Ply Ltd of which Messrs Chaimers is a
principal, provides some administration services for the Company, separase from his t2sk as an exacuiive Birector.

The Company has no perfarmance based remuneration componant uit ime director and exacuiive remuneration packages.

Other than the managing direcior, thess ate no other sxecutive officers or senior managars of the Company or Group.
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The names of Birectors who fave beld office during the financial year ase:

Alkane Exploration Lg

Johr 5 F Bunlop {appointed 4 July 2006}, D lan Chalmers, lan K Comelius, lan J Gandel {appointed 25 July 2006}, Anthaay D Lethiean, M David Kennedy

{resigned 31 July 2006) and Lindsay A Colless (resigned 25 July 2006)
Subsidiaries

LFB Resources NL, Kiwi Australian Resources Pty Lid, Australasian Gee-Data Pty Lid, Australian Zirconia Lid

| 8 Coraelius, D | Chalmers, L & Coliess

Skyray Properiies Lid (BVH

L Thomas

Exacutives during year

Iz R Cosnelius, member of the Executive Management Committee until his resignation as Executive Chairman on 4 Juky 2006,
B lan Chaimers, memaer of the Esecutive Managernent Commitiee, appointad as Managing Birector on 6 Oclober 2006,
Lindsay & Coiless, mambaer of the Exacutive Management Commitiee unil his resigration 25 a director on 25 July 2006,

There were no other sxecutive officers during the year,

B. DETAILS OF REMUNERATION

CEMEHLITER BARENT ERTIEY
2058 i s 2
b b 8 8
Total income raceived, ar due and
receivabie by the disectors 393,384 Q78,787 881,247 866,394
The details of direciors” rerramerations paid or pavable of payments to relaled companies for services provided are as foliows:
UG YEAR SHERETERM BENEFIS PUBT-BMPLOVIERT RENERITS FETHL
BIRECTOAS PN RER
GASH FEES | RETAMIER LASH FERS SUPERAMEUATIOR DTHER
shnsE $ $ $ 8 8
Executive Directors
D | Chalmess 15,000 521,662 {a} - - h36 662
| B Comealivs - 75,600 {c) - BO.OGG (o) 155,000
L A Colless - 92,475 if} - - 92,475
Hon-executive Directors
J 5 F Bunlog 25008 7,288 I - - 32,288
I'B Comelizs 20008 1,200 {c} - - 21,200
I J Gandel 16,667 - - - 16,667
A B Lethiezan 37,200 20,100 () - - 57,300
H & Kennedy 26,667 (g} - - - 26,667
L A Colless - 05,325 {f} - - 55,125
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ay  technical services, geological consulting and management fzes of $521,662 paid or dus and payabie to companies in which Mr Chalmars has a
substantial firancial interest for services provided in the normal course of Business and at normal commarcial rates. During the year, five technical and
support staff, including Mr Chaimers, were employed to carmy out wark pragrams for Alkane on an as needs basis.

by consulling fees of $7,288 (2005 $nil) paid of due and payable o John S Bunlep & Associated Pty Lid for services provided in the nonmal course of
business and at normal commercial fates,

¢} consulting fees of $76,200 (75,000 + $1,200) paid or due and payable to Goidirek Pty Ltd a5 tustee for the Lewds Trust of which Mr Comelius is a
beneficiary for services provided in the narmal course of business and at narmal commercial rates. A one off fae, on termination as Bxscutive Chairman,
of $80,000 in appreciation of Mr Comeliuss long period of sesvice in thal role.

d)  amounts of $20,100 paid of dus and payabie to Rocky Rises Ply Lid, a company in which Mr Lethlean has 2 substantiat financial intesest, for consuiting
sarvices provided in the nermal course of business and at normad commercial rates,

e} amounts of $26,667 paid or due and payable (o a company in which Mr Kernedy has a substantial financial interast for directors” fzes.

1 admirdstration, scoousniing ard secretarial fees of $147 600 (392,475 +355,125) paid or due and pavabie to 2 company in which 8 Colless has a
subatantial firancial interest for services provided in the normaal course of Business and at nermal commercial rates.

FUEE YEAR BHERT-TERM BENERITE PORT-EMPLOVIFERY BEMEFITE FETAL
BEREC TS PER BIEM
GARH FEES | RETARER LAEH FEES SEPERRMBUATION HHER
ik 5 5 5 3 k3

Fxacugve Committes

| B Comalius - 150,000 - - 150,000

D | Chalmers - 240,387 - 540,387

L A Colless - 165,200 - 163,200
Mon-execuiive Ditectors

A B Lethiean - 76,200 - 79,200

M D ¥ennedy 40,000 - - 4,000

€. SERVICE AGREEMENTS
Formal wiitien consu#ancy agreements exist with companies of which directors have a substartial financial interest as detailed below.

Mo performance related bonuses or benedits are provided.

J 3 F Buniep

Resainer payable to John S Dunlop & Associates Pry Lid, in which Mr Bunlog has a substantial fnzncial interest, of $50,000 per annaum plus per diem of
$1,200 per day ugp to 4 days per month for consulting services over and above normal director duties.

B t Chalmers

Managing director resainer of $60,000 per annum payable to Leefab Pty Lid in which Wr Chaimears has a substantial financial interast gursuant 10 2 formal
anreement for an initial 1arm of two years commencing 1 Getober 2006,

tieological consulting 2nd managerent services pravided by Mok Metal Constltamts Pty Ltd in which Mr Chalmers has a substantial financial interest
purstan: to a formai agreement for an inital term of twe yeats commencing 1 Oetober 2006,

R Cornelius

Retainer payable to Goidissk Pty Ud 25 frustee for the Lewis Trust, of which Mr Gomelius is a beneficiary, of $40.000 per anncm plus per diem of $1.200 per
day cp to 4 days per month for constlting services over and above normal direstor duiies.

t J Gandel

Retainer payable to Gandel Matals Py Ltd in whick Mr (iande! has a substaniial financial ingerest of $40,000 per anaum plus per diem: of $1,200 per day up
to 4 days per month for consclting services over and above nofmal director dufies.
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A D Lethlsan SRR
Retainer payable to Rom(y ﬂises Bty L?d in which My Lethlean has & subszania% financial interest, of $40,000 per anaum plis per diem of $1,200 per day up

B. SHARE»BAS__EB PAYMENTS

o share based temuneration compensation pian exists.

BIRECTORS® INDEMNITIES

Buring the financial year, Alkane Exploration Ltd incurred premdoms fo insuse the directors and secretary of the Company and its Australian based controlled
enides. The liabilities insured ase costs and expenses that may be incurred in defending civil or criminal proceedings that may be brought against the officers
in their capacity as officers of antities in the controfled entity.

CORPORATE GOVERNANCE

The Company strives to comply with the ASX Principles of Good Corporate Governance and Best Practice Recommendations and s dealt with in the
Suppiementary Information section of the Annua Report.

AUDITORS' INDEPERDEKGE -SECTIDN 307¢

IR ._Tha allawmg isa ) af a Eeﬁer recewﬂc fom e, Eomg}aﬂys audiors: -

'aeear Sirs,

: in accordance wﬁh Sec!mn 397{,‘ m‘ Ifze C{erora!mns Ac{ 209? ﬁhe '*Az!") Iﬁereby decfafe mar 1‘0 me Bes! Gf my knawfedge ana‘ beﬂef mere .
Chave beep: T T

;) - fp confraventions Gf me 3adf!or mdependence requrmmene‘s .9! rhe Acr in reiaf:on fo me audxr .9! !he 31 December 2805 annuaf fmancraf
) statgments; and. .. o - '

B . - no contraventions :_3_)‘ any ap,qﬁcajbfg code c_r p_mf;gssfpnaf cz;nd_af:{_ _f’n mfaa‘on_ i) {he._aa_df'{._

- Frank Yaohas (Lead audfféfj -

HON-AUDBIT SERVICES

The ipard of directors has considesad the posifon and, in accogance with the advice received from the audit committee is satisfied that the provisien of non-
audit sarvices is compatibie with the general standard of independenca for zuditars imposed by the Corporations Act 2001, The directors ase satisfisd that the
pravision of nan-audit services by the auditor, a8 set sut below, did nat compromise the suditer independence requirements of the Cosporatiens Act 2631 far
the foliowing masons:

« all non-audit services have been reviewed by the audit committes 1o ensure Siey do not impact fhe imgartiality and shjectivity of He auditor

* none of the services gnderming the general principles riating io auditor independence as sst aut in Code of Conduct APES 110 Code of Ehics for
Professional Accountants issued by the Accourting Professional & Ethical Standards Board, inciuding acting in a management of a decision-making
cagacity for the Company of acting a5 advocats far the Company.
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SESOLIBATED

s 2
8 8
The fallowing amounts were paid 1o the auditers
Auditors' remuneration
- auditing the accounts 27,000 28,700
Non-Audit Services
- laxation services 6,000 5,000

SHARE OPTIDNS
Dptions to take up ordingry shares in the capital of Alkane Explorazion Lid have been granted as follows:
Dutstanding as at the date of this report:

The following options are exercisabie at 40 cents each on or before 24 May 2007

TW & J Ransted 250,000
Rocky Rises Py Ltd 200,000
The following are exercisable at 50 cenis on or before 24 May 2007
Leafab Py Ltd 1,000,000
Winerai Administration Services Ply Ltd 1,000,000
Goldirek Pty Lid 1,000,000
Sundowner Internazionat Limied 1,006,000
Rocky Rises Py Ltd 70,000
The fallowing options are exercisabie at 45 cents each on of before 28 May 2008
(R Maates & Associates Ply Lid 200,000
§ Atison 150,000
M & ¥ Sutherland 150,000
G Margan 70,000
W Margan 25,000
Smiff Ply Lid 150,000
Locksiey Hoidings Pty Lid 106,000
D Meates 56,000
D Mayses h0,000

Mone of the existing options are fisiad on Ausiralian Stock Exchange Limited, No person entitled to exercise any option has or had, by virtue of the option, a
right f0 particigate in any share issue of any sther body corporate.

Signed ir accordance with a resolution of the Diseclars,

B 1 Chalmers

Birector

Prated at Perth this 29th day of March 2807



INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2005
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CENEEIBATER BRRENT BRYEFY
HEEE 20 20s 208 s
$ $ 3 3

Revenue from contining _operaiiaés
Rerl feceived .. 55010 25,088 55,010 25,088
{iold sales 225,987 551,872 229,987 Bl 872
Sitver salas - - - -
Revenue from saie of assets 806 182,082 &0 182,082
Revenue from saie of shases - 2,658 - 2659
Interest recaived or due and receivable from sther corporations 192,748 132117 188,932 128273
fiovarnment grant 451,511 - 451 511 -
ther revenue 176,836 85,121 176,838 86,121

1,105,895 974,939 1,103,078 876,095
Expanses from condinuing operations
Rent {51,390} {40,501} {47,754 (43,501)
Filing fees {28,998} (26,230} [18.621) (16,055)
Anntal reports {30,428} (31,555 (30.426) (31,859
Birectors’ consulting (297 455} (226,200} (297 455) {229,200
Consulting, administratian and secratarial (226,347} (182,315} (184,347) {140,315
Public ralations {93,368) {70,013) {93,369 (70,013
Travel, entertainment & semdnars (73131} (231,868} (73,131) {231.658)
Insurances {35,621} {40,391} {35,183 (40,391)
Birectors fees {26,667} {40,000} {26,667) (40,000
Pravisian for subsidiariag - - (2878619 (38.808)
Costs of Open G Exparience [23,608) {A5,857) {23,608 (85,857
Administration expenses (117,34} (186,436 (121,589 {177,425
Auit fzes {27 000} {28,700} {27 800 (29,700
Auditor - other services {6000} (5,000 {6,000 {3,800
Bepreciation and amortisation {18,964} 14,368 {18,793 15,064
Cost of gustad shares sold - - - -
Giold production, mine ciosure, site mainienance and rehabilitation costs (472,733} {1.025,312) (472,733) {1.025,312)
{ost of assels sold {3,815} (310,000} {3815 {310,000
Exploration costs {3,227,125) (355,065} (391,767) {301,368
Pravisian for quoted shares written back - 71,887 - 71,887

Lioted shares writlen down {1,950} - {1,950 -

Beconsalidation of subsidiary - 15,575 - -
{4,761,990) (2,752,411} {4,752 833 {2.694,512)
Loss hefore income fax {3,655,095) 1,772,472} {3.648,754) 1,718,417
Income fax aginbutable P - - - -
Laoss for the year {3,655,095) 1,772,472} {3.648,754) 1,718,417
Loss attributable to minasity interests hk 7h - -
Loss atfributable to members of Alkane Exploration Lid 16 {3,605 040} 1,772,397} {3.648,754) 1.718.417
Acoumuiated fosses at bepinning of financial vear (21,717,702} {1%,845,305) (21,605, 207) (19,886,780
Accumuiated losses at end of financial year (25,372,742} (21,717,702} (25,254,961) {21,6058,207)
Easnings per share for ioss attribuiable {o the
ordinary sguity hoiders of the Company: 20 {$0.02) {($0.01) {$0.02) {$6.01)

The shove incorme staforent shoulit be resd v confunction wik e accompanyng noles.
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BALANECE SHEET
AS AT 31 DECEMBER 2008

CENEEIBATER BRRENT BRYEFY
HEEE 20 20s 208 s
$ $ 3 3

Current Assets

Cash and cash equivalent 17 4,754, 600 2773734 4742 ThA 2,765,826

Receivablas 3 456,397 226,353 448,827 201,243

Awailable for sale financial assets 4 2400 4 350 2400 4 350

{ther financial assats 5 1,233,996 747 050 1,133,662 545,675
Total Current Assets 5447392 3,701,487 §,327 bad 3617,194
Hon-Gurrent Assets

Avaitable for sale financial asseis 6 2,000 - 4000 -

Held-to-Maturity Investmenis 7 - - 5,724,149 7,899 669

Property, Plaat & Equipment § 74,878 761,447 670,885 f56,649

Capitalised Exploraion and Evaluation Expenditure 9 14,538,927 15,870,761 8,010,199 8,255,538
Total Non-Current Assets 15,338,798 18,732,208 15,414,233 16,811,817
Total Assets 21,787 1% 20,483,635 21,741,787 20,428,111
Gurrent Liahilites

Payahles 10 570,016 603,316 724,564 hh4,02h

Provisiong 1 27,632 30,488 27 632 30,488
Total Curreni Liabllities 297 h48 33,804 hh2, 196 34,513
Hor-Gurrent Liabiliies

Pepvisions 11 117,902 184,877 117,802 184,977
Total Non-Current Liahilites 117,902 184,977 117,802 184,977
Total Liabilities 715,550 718,781 570,098 763,490
et Assets 21,071,641 16,664,914 21,071,588 19,659,621
Equity

Cantrituted aquity 12 45,326,650 41,264,828 45,326,650 41,264 828

Aecumulated |osses (25,372,742} [21,717,702} [25,204,961) {21,605, 207)

Total parent entity inferest 20,953,908 18,547,126 21,071,689 149,659,621

Qutside equity interests in controiled entitiss 117,733 117,788 - -
Total Equity 21,071,641 16,664,914 21,071,588 19,659,621

The above Balance sheet should be read in coriunciion wify e scoompanying roles.
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STATEMENT OF CHANBES IN ERUITY
FOR THE YEAR ENDED 31 DECEMBER 2005
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CENEEIBATER BRRENT BRYEFY
HEEE 20 20s 208 s
$ $ 3 3

Total equity at the beginning of the financial year 14,664,914 16,566,091 14,658,621 16,506,743
Lras for e yexr {3,655,095) 1.772472) {3.648,754) 1,718,417
Total recogrised income and expense for the year {3,605 095} (1,772,472} {3.648,754) {1,718.417)
Transactions with equity holdars in their capacily as equity holders:
Dptions exercised - Ba03 - 8003
Share placement {net of costs) 5,061,622 4,863,297 5,061,822 4,863,292

R {81,822 4 871,295 R O61.822 4 871,295
Total equily af the and of the financial year 21,071,641 18,664,914 21,071,689 149,659,621
Tofal recognised income and expense o7 the year is attributable to;
Members of Alkane Exploraton Lid {3,655,040) 1,772,397} {3.648,754) 1,718,417
Minasty inierasts {hE} {75 - -

{3,655,095) 1,772,472} {3.648,754) 1,718,417

The shave sfaemen? of chianges i equiy shoult be read v confunetion with e aceompanying nofes.
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CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 OECEMBER 2006

CENEEIBATER BRRENT BRYEFY
HEEE 20 20s 208 s
$ $ 3 3

Gash Flows from Operating Activities

Renl teceived h5010 25,088 55,010 2h,088
Proceeds from godd & siiver sales 224,987 H86,6507 229,987 796,652
Pavments to supplisrs {inclisive of goods and sanices ta {1,602,197} {Z,305,180) {1,747 644 (2,324.733)
{ther iacome 107,708 321,464 07,708 321,464
Interest received 192,748 132,417 188,932 128,273
fionds and services 1ax receisls 475,478 126,523 463,475 114,086
et cash from operating activities 18 (737.265) {1,117,836) (702,532} {1,138.670)
Gash Flows from Investing Activities

Proceeds of sale of piant, property & equipraent 800 16,400 80 10,8100
Purchase of piant, property & sgquipmant {73,267} (23,203} (36,898 {3,203}
Proceeds from sale of investment securities - 161,464 - 161,464
Pavments for investmant securities {2,000} - {5,000 -
Pavments for 1oans to subsidiariss - - (703,100 {129.926)
Praceeds from sale of investments 156,000 - 150300
Loss of cash from decansotidation (571} - -
Proceeds from security depasits - 396,723 - 394 547
Payments for security deposits (488,945} - {487 B86) -
Mine site rehabiliation expenditure - (325,000 - {325,000
Exploration sxpenditure {1,795 284} {1,804,491) {1,146,367) 1,768,723
et cash provided for invesiing activities (7,343,681} {1,541,078} {Z,382.451) {1,510.841)
Gash Flows from Financing Activities

Procaeds from issue of sharss and options n 186,505 5,116,463 5,186,505 5,116,463
ost of share issues (124,773} (245,168) (124773 {245,168)
Met cash flow from financing activities 5,061,622 4,871,295 5,061,822 4,871,295
Het increase {decrease)} in cash and cash equivalents 1,980,866 2217281 1,576,839 2,221,784
Cash and cash eguivalents at the beginning of the financial year 2173734 ah6,453 7,765,926 n44,142
Gash and cash equivalents at the end of the financial year 17 4,754,600 2,073,734 4,742,765 2,760,926

Tfie accompanying notes form pard of tese financial stsfermerds
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

1. STATEMENT OF SIGHIFIGANT AGCOUNTING POLICIES

8}

kil

The principat accounting _galic_ig_s_a{%ﬂpted in the preparation of the financial report are set out below.

These polices have begn consistently agplied fo all the years presented, unless otherwise stated. The financial fepost includes separaie financial
statemanis for Alians Bxploration Lid (“the Company”) as an individual eatity and the consoifidated entity consisting of Alkane Exploration Lid and its
subsidiaries.

BASIS OF PREPARATION

This general purpose financizl 1epost has been prepared in zcoordance with the Corporations Act 2004, Ausiralian Accounting Standasds and
[nterpretations and complies with other seouirements of e faw.

All amounts are presented in Australian dodars, unless otherwise noted.

Compilance with IFRSs

Austrafian Accounting Standasds inclode Australian eqaivalents to Intemational Financiai Reporting Standards {IFRSs), Compliance with AFRSs ensuras
that the consolidated fnancial staternants and rotes of Alkane Exploration Lid comply with [FRSs,

Historicat cast convention

These financial statements have been prepared under the histosical cost Gost is based on the fair values of the consideration given in exchange for
5585,

COMSOLIDATION

The consolidated finzncial siatemants incorposate the zssets and liabitities of all endities controlled by Alkane Exploration Ltd ("the Company'} a5 at 31
December 2006 and the resuits of all conteallad antities far the year then ended. Control is achieved where the Company has the power to govern the
financial and aperating policies of 2n endty 5o as (o sbiain benefiss fom ifs activities. Alkane Exploration Ltd ard s controfled erditiss are refarred to in
this firancial report 28 the Group of the congolidated entity,

The effects of all intercomgany transactions, balances and urrealised gaing on transactions between entities in the Group ase aiminated in full,

Outside equity interests in the results and equity of controlled entities are shown separatsly in the consolidated profit and ioss agcount and balance
sheet respactively.

\Where contral of an entity is obtained during # financial vear, ifs fesuits are included in the consolidatad profit and loss account from the date o0 which
controd commencas. Where contssl of an entity ceases during a fingncial yaar its resulis are includad for that part of the year during which condrol exists.

INGORME TAX

The income fax expense or fevenue for the year is the tax payable on the cusrent yvear's takable income based on e national income tax rate, adjustad
by changes in deferrad tax assets and lizbilities attrizutable t0 temporary differences betwsen tax bases of assets and liagilities and thair carrying
amounts in fhe fnancial statements, and 10 unused tax |osses.

Defesred fax assets and liabilities ase recogrised for temporary differences at the tax rates expected to apply when the assats are recovered of liabilities
are sefled, based on those tax rafes which are enacted or substantively enacted for sach jurisdiction. The relevan: tax rates are appiied to the cemulative
amotnis of deductile and tzxable femporary differences 1o measure the deferred tax asset o liability, An exception is made for certain temaorary
differences arising from: the indtial recognition of an asset or a lizbility, Mo deferred fax asset or liability is recognised in relation to these temparary
diffarences i they assse in 2 #ansaction, other than a business comiination, that at the time of the transaction did not affact either seooundag profit of
taxahie profit of ioss.

Defesred iax assets are recognised for deductibla temporary differences and unusad tax losses only if i IS probaile that fiture taxaile amounis will be
availabie fo utilise those ternporary differences and losses.

Delerret fay assets and liabilitias ase offsat when these is a legally enforceable sight 1o offset cusrent tax assets and habilities and when the defarred tax
balznces relate to the same faxgtion authority, Currens tax assets and fabifities are offset whers the entity has a tegally enfercesble right to offset and
inierds either to settie on a net basis, of to realise the asset and seffle the liabiity simultansously.

Current and deferred fax balances attribuiailz to amounts recagnised dissctly in acuity ase alse recognised diractly in equity.



d)

e}

GODBS AND SERVICES TAX {(G8T)
Revenues, expenses and assats are recopnised ret of the amount of GST excent:

»  whese the 85T incurred on a purchase of poods and services is not recoversble from the taxation autharity, in which case the 5T is recogrdsed as
part of the cast of acguisition of the asset of as part of the expense item as applicasls; and

»  receivailes and payables are stated with the amount of 557 includad.
The ret amount of B5T recovarable from, or payable fo, the taxation auhority is included as past of receivabies or payables in the Balance Sheet,

Cash flaws are includad in the Statament of Cash Flows on a gross basis and the G5T componant of cash flows arsing from investing and financing
activities, which is recoverable from, or payable to, the taxation autharity, are classified as operating cash flows.

Commitmenis ant cortingencies are disclosad net of the amount of GST recovarzble from, or payabls s, the taxation authority,

SEGMENT REPORTING

& business sepment is a group of assats and sperations engaged in providing products or services that are subject to fisks and refurns $hat are different
t those of other business segmenis. & gaographical segmeni is engaged in providing products of services within a particuiar economic environmand
and s subject to risks and returns that are different from those of segments operation: in ofer economic anvirorments.

REVENUE RECOGMITION

Revenue is measures at the fair vaiue of the consideration received or receivabla. Amotnis disclosed as revenue ase net of retums, trade allowances ard
amounts collected on behad of tird parties.

[nterest income is recogrised on 2 tme proportionate basis that takes into account the sfiective vield on the financial asset,

GOVERNBMENT GRANTS

Grants from the governmeard ase recogrisad at thels fair value where thers is 2 reasonable asstrance that the grant witt be received and the Group will
comgly with all attachad conditions.

Government grants sefating to costs are deferred and recognisad in the insoma staiement ovar the period necessary o match them with the costs that
they ase intended to compensate.

Government grants that are receivable as compensation for expenses or [osses already incired o for the purpose of giving immediate financial support
ta the Group with ne futere related costs are recognised a5 inceme of e period in which it becomes sscaivabla.

ROYALTEES AND OTHER MiNING BPOSTS

Ad valorem royalties and other miring imgosts are acorgad and chasged zgainst eamings when the liability fiam production of sale of the minesat
orystalises, Profit based royalties are acorued on 2 basis which matches the annual rovally expanse with the profits on which the movaltias are zssessed
{after allowing for parmanent differences).

DEPRECIATION

Depreciation is provided sn plant and equipment and is calcuiated on a straight fine basis so s {0 write off the nat cost of each asset dusing Heir
sxpectet useful life of 3 to 5 yaars,

CASH AND CASH EQUIVALENTS

Cash incledes cash on hand znd deposits held at cail with financiad instiutions. Cash eguivalents are shori-term, highly Hguid invesiments with originat
maturities of thrae months or fess that are readily convertible to known amounts of cash and which are stbect 19 an insigrificant risk of changes in
value,

TRADE AND OTHER RECEIVABLES

Trade and other saceivables are recogrised indtally at fair value and subssguently measussd at amortised cost, less provision for doubiful debts. Trade
receivahles zre due for seftlement no more than 30 days from the date of recognitisn. Collectinility of frade receivablas is reviewed on an ongoing basis,
Debts which are known to be uncellectible are written off. A provision for doubtful debts is established whan thers is objective evidence that the
Company will nat be zble to collect all amounts due according to the original terms of receivabies. The amoun of the orovision is recopnised in the
incoroe statement.
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STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES coxtinue
INVESTMENTS AND OTHER FINANCIAL ASSETS

The Group classifies iis investments in the loflowing categasies: inan and receivabies, held-to-maturity investmeants, and availahble-for-sale firanaial
assets. The classification depends on the nature and purpase of the firancial asset and is determined at the time of initial recegnition. This dasignation
is re-evaiuated at 2ach reparting date.

IEPAIRMENT OF ASSETS

At each seporting date, the Company reviews the carrying amounts of its tangible assats to determine whather there is any indication that those assats

have suffered an impairment ioss. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss {if any}. Where the asset does not generate cash flows that are independent fom other assets, the Company estimates the recoverabla
amotnt of the cash-generating imit to which the asset beiongs.

Recoversbie amount is the kgher of fair value less costs to sel and value in use. In assessing value in use, the estimated future cash flows are
discourted to their present vaile using 2 pre-fay discount rate that reflects corent market assessmenis of the time vaiue of money and the risks spacific
ta the asset for which the estimaies of Reture cash flows have nof been adiusted.

If the recoversble 2mount of an asset {of cash-generating wnit) is estimatad to be less than #s casying amaunt, the camying amount of the zsset
{cash-generating unit} is reduced fo its recoverable amount, An impainment 055 is recognised in the geofit or 1oss immediately, unless the relevant asset
is carsied at fair value, in which case the impairment [oss is treated as a revaiuation decrease. Where an impairment oss subsequently reverses, the
carrying amount of the asset {cash-generating unit) is increased o the tevised estimate of ifs recoverable amount, But only to the sxient that the
increased canying amount does not exceed e carmying amount that wouid have been determingd had no impairman: foss been recogrised for the assat
{cash-generating unit} in prior yeas.

& reversal of an imgairment loss is recognised in e profit or loss immeadiataly, uniess the relevant asset is carriad ai fair vaiue, in which case e
impairment |oss is treated as a revaiuation ncrease.
JOIT VENTURES

The consolidated eniity's proportionaie interesss in the asseis, Habilities and expenses of a joint ventuss have been incorporated in the Snancial
statements under the appropriate headings. Whers part of 2 jaint vanture interest is farmed out in consideration of the farminee vndertaking to incur
further expenditure on behall of both the farmines and the aconamic entity in the joiat ventiere area of interest, exploration expenditure incurred and
carried forwasd peior to farmout continues to e caried forward without adjustment, uniess the terms of the farmout indicate that the value of the
axploration sxpenditure caried forward is excessive based on the diluiad inferest retzined or it is nod thought appropriate to do 50, A provision is made
ta reduce exploration expenditure carried forward to ifs recoverable or approprate zmount. Any cash received in consideration for farming suf part of a
joini venture intezest is treated as a reduction i the carrving value of the relaisd mineral praparty.

EXPLORATION EXPENDITURE
Exsenditure or acquisition, exploration and evaluation selating 1o an area of inferast i carried farward where fights to tenure of the area of interest are cursent and:
i} the area has proven commercially recoverabie reserves; of

i) exploration and evaluation activities are continuing in an area of interest but have not ye! reached 2 stage which permits a reasonalie assessment
of the existence of otherwise of economically recovesabie reservas.

At the end of each financial year the Dissclors assess the carrving value of the explosation expenditure carried forward in respect of each area of intesest
and whesz the carried forward carrying value is considered to be in excess of (i} above, $he value of the area of intereat is written down.

Cagitalised exploratisn expenditure is considered for impairment based upon areas of interest on an anaual basis, depending on the sxistence of
impairment indicators including:

»  the period for which the Company has the right to explore in the specific asez has expired doring the period or will expire in the near fuiuse, and is
not expected to be renewed;

»  substantive expenditure on furthar expioration for and evaluation of mineral resotrces in the specific area is neither budgeted or slanned:

»  exploration for and evaluation of mineral ressurces in the specific area have not ted to the discovery of commercially viaile quantities of minsral
resources and the Comgany has decided to discortinue such zcivities in the specific area; and

»  sufficient data exisis to indicate that, although a develapment in the specific area is fikely (o procead, the carrying amount of the exploration and
evaiuation asset is unlikely to e recovered in full from stccassiul development or by saie,

Costs carried farward in respect of an area of interest that is zbandoned are written off in the vear in which the decision 1o abandon is made,



P}

8}

MINERAL TENEMENTS

The Company's activities in the mining industry are subject to reguiations and approvals inclading mining heritage, enviranmental requiation, the
implications af the High Court of Ausiralia decision in what is known genersliy as the "Mabo” case and any State or Federal egislation regarding native
and mining files, Approvals, although geanted in most cases, are disceelionary. The question of native title has vet to be determined and could effect any
mikning lite areg whether granted by the State of ot

RESTORATION, REHABILITATION AND ENVIRONBMENT EXPENDITURE

Restorazion, rehabilizazion and environmental costs necessitated by exploration and evaiuation activities ase accrued at the time of those activities and
treated as exploration and evaluation expendiiuse.

Festoration, rehabilifation and environmanial expenditure necessitated by the development and productisn zctivities are acorced on an ongoing basis
over the production life of the rining activity and freafed as cosis of production,

Restoragon, rehabilitation and eavironmenial obigations moagnised include the coests of reclzmation, plant and wasie site closure, currsnt and
subsenuent mondtaring of the eavirorment.

TRADE PAYABLES

Trade payatles and other accounts payable are recopnised when the Company becomeas obliged fo make futire payments restlting from: the purchase of
gaads and services. The amaunts are unsecursd and are usuzlly pald within 30 davs of recognition.

EMPLOYEE BENEFITS

Wagas and salarias, annual leave and sick leave

Liabitities for wages and salaries, including non-monetary benefits, annual leave and accumulazing sick leave expested 1o be settied within 12 months of
the seporting date are recognised in creditoss and borowings in respect of employees’ services up o the regorting date ant are measused at the amounts
sxpected 10 be paid when the lizbilities are sestlad. Liabitities for non-gootraulating sick leave are recognised when the l2ave 18 taken and meastred &t
the rates paid or pavabie,

Long service leave

The fizhility for lang service leave expected to be seltled within 12 menths of the reporting date is recognised ir the provisien for employee bensfits and
iz meastred in accordance with waoes and salasies above. The #ability for long service laave axpectad @ be setflad more than 12 mombs from the
rep0gfing date is recognised in ihe prvision for emglovee benefiis only whess there is a reasonable expectation that a liability wiif be incurred.

Stiperannuation

The amounts charged to the statement of financial performance for superannuation represenis the contributions to superannuation fUnds in accosdance
with the statetory stperannuation contributions requiremenis or an emgloves salary sacrifice arrangemant. No liability exists for any further contribitions
by the Company in resgect 1o any supsrannuation scheme.

Fquity basad compensation benefils

The Campany does not operats an employee option scheme, The amounts disclosed for remuneration of dissciors and execttives include the assessed
fair values of options granted during the vear at the date they were granted.

Redundancy
The lizbility far redundancy is grovided in accordance with work place agreemeants,

CONTRIBUTED EQUITY

Ordinary shares are classified as equity,

[ncremental costs disectly aiributabie to the issue of new shares or sptions are shown in equity 25 a deduction, net of tax, from the proceeds.
EARNINGS PER SHARE

Basic earnings per share {8 determined by dividing the operaging profit after inceme tax attributable to members of Alkane Exploration: Lid by the
waighted average number of ordinary shares outstanding during the vear,

3
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STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES cowrinuen

SHARE BASED PAYMENTS. _::.j'_' s

Where shares or options are issued to employees, including directors, as remuneration for services, the difference batween fair value of the shares of
aptions lssued and the consideration scelvad, if any, from the employee Is 2xpensad. The fair vaiue of e shares or options issued is recorded in

contribuied aguily.

NEW ACCOUNTING STANDARDS AND UI6 BVTERPRETATIONS

Certain new accolniing standards and UG imterpretations, effective for the 2007 financial statements, have heen published tat are not mandatary for 31
December 2006 seporting perisd. The Company has elected nat 1o adopt, where available, theses standards and UIG imerpretations early. Apgplication of
the standards and Uit interpeetations is nof expected to effect any of the amounts recogrised in the financial statemenis, but will impact e tyge of

information disciosed in $he notes to e dnancial statements,

CENEEIBATER BRRENT BRYEFY
20 20s 208 s
$ $ 3 3
INGOME TAX EXPENSE
Income 1ax expensa
Current tax - - -
Deferred fax - - -
Tax iosses
Unused tax losses for which no defersed tax asset has been recognised:
Operating ioss {3,655,095) 1,772,472} {3.64G,754) 1,718,417
Potential tax benefit at 30% {1.098,528) (531,741} {1.094,526) {515,525)
Add tax effact of parmanent differences;
Tax lossas not brought to aceount as defersed tax asseat {1,0886,528) 531,741 {1,084,926) 15,525
lncame tax attribuiable to opeasing profit (loss) - - - -
Deterred tax asset.
Certain futire tax benefits have not been recognised as an assed;
Attribuiable fo tax losses, the benefits of which are
not cartain of realisation at 30% (30% 2005} 10,068,784 B.970,256 10,105,598 §a10,773

The benafit witt only be obtained if e economic entity derves fufuse assessable income of & nature and of an amount sufficient to enable the benefit to
be realised, continues to comply with the conditions for deductibility impesad by taxation legisiation and there are no changes in fax fegislation

adwersely affecting the economic entity in realising the benedit.

TRADE AND OTHER RECEIVABLES {Current)
Debtors ncluding 657 refunds

AVAILABLE FOR SALE FINARCIAL ASSETS {Current)

Guoted Shares - Af fair value

Opening baiance at 1 Januasy 2006
Disposals

Met gain (lossy from fair value adjustmeant
Closing balance at 31 December 2006

458,397 265,353 448,827 201,243
4,350 H.267 4 350 91,267

- (88,577} - (89577
{1,950} 2560 {1.550) 2 860
2400 4,350 2 A0 4,350
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CENSELIRATER PRHENT BRTIFY

b i s 2
b b 8 8
OTHER FINARCIAL ASSEYS {Current}
Interest beaging deposits 806,000 67,070 800,000 67,070
Interest beagng security deposits (nof available for use) 433,995 674,980 333,562 h78.604
1,233,996 747 050 1,133,562 B45 675
Deposits Dear a weighted average inferest al the rate of 6.1% {20050 4.9%).
AVAILABLE FOR SALE FINARCIAL ASSEYS {Non-Curreat)
Guoted Shares - Af fair value
Opening balance a3 1 Januasy 2006 - - - -
Additions %000 - 4,000 -
Met gain (lossy from fair value adjustmeant - - - -
Closing balance at 31 December 2006 @000 - 8,000 -
HELD-TO-MATURITY INVESTMERNTS (Kon-current)
Shares in controlled entities - carried at cost {Note 18)
Opening baiance af 1 Januasy 2006 - 5,865,565 6,115,565
Disposal {sale of Ventron Interprises Ltd) - - {250.000)
Closing balance at 31 December 2006 - 5,865,565 865,565
Loans to (from) subsidiaries
At falr value
Opening balance a3 1 Januasy 2006 - 2,036,566 1,942,885
Addition - 703,110 93,581
Closing balance at 31 December 2006 - 2,740,066 2,036,966
Mat gain {foss) from fair value adiustment - {Z.881,482) {2,862}
- 5724148 7,899 669
PROPERTY, PLARYT AKD EQUIPMENT
Properly, olant & gguipment - at cost 75 B4k 926,452 827 537 794,508
Less; Accumuiated depreciation (183,968} (165,008) (156,652) {137,859
/4 876 761,447 670,885 f56,649
Feconciliation of carrying amoant
Opening baiance af 1 Januasy 2006 781,447 995,647 f56,649 675,800
Flant & equipment acquired during year h3.263 23,235 36,809 3,235
Disposals {3,815} (233,853 {3,815 -
Depreciation: during year {12,019} {23,582} {18,848) (22,386)
Closing balance at 31 December 2006 74 678 761,447 570,885 Hh6,648
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CENEHLITER BARENT ERTIEY
b i s 2
b b 8 8
9. EXPLOBRATIDN AND DEVELOPMENY

EXPENDITURE {Non-Curreat)
Peak Hill Bine development af fair value 1 1 1 1
Peak Hill Project acquisition and exploration at fair value
Opening balance a3 1 Januasy 2006 Z 630 A45 2,630,848 06,000 00,000
Addition 5163 17,481 5163 17,480
Met gain (lossy from fair value adjustmeart {1,638012} {17,480} 494,837 (17,480}
Closing balance at 31 December 2006 1,000,000 Z,630,84% 1,600,000 00,000
Accumudated coniributions to other angoing
exploration projecis at falr value
Opening balance a3 1 Januasy 2006 13,336,911 11,796,481 7755508 6,288,245
Addition 1,531,135 1,508,581 882,218 1,427 041
Met gain (lossy from fair value adjustmeant 1,332,124} 40,445 (627 6518} a3 312
Closing balance at 31 December 2006 13,538,927 13,338,511 B010,198 7,755 508

14,538,927 15,976,761 2,010,199 8,255 08

The Campany's activities in the rining industry are subject to reguiations and approvals including mining, heriage, envisonmental reguiation, the
implicagions of the High Court of Ausiralia decisions in what is known generally as the *Mabo” and the "Wik" cases and any State or Federal legistation
regasding native and mining 8tles. Approvals, although granted in most cases, are discealionary. The ouession of native title has et to be determined and
could affact any mining title area whether granted by the Stage or not,

18. PAYABLES [Carrent Liabilities)
Trade creditors 570018 603,316 524,564 554,025

11. PROVISIONS [Curreat Liakilities)

Provision for annuaé leave 27,632 30,488 27,532 30,488
Provision for rehabititation

27,623 30,458 27 632 30,488

PROVISIONS [Non-carrent Liabllities)
Provision fof redundancy/long service eave 117,902 184,977 17,802 184,977

K
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AT 2
HEERARER $ RERBER 3
12. SHARE CAPITAL
Movements in issuad capital
Opering balance at 1 Januasy 2006 165,995,501 41,763,877 138,151,857 36,847 414
Rights isste 7781978 1,167,296 - -
Fighta shortfall 1,762 065 264,310 - -
Vendor issue” 106,000 26,000 - -
Placement 24,695,925 3,734,588 27824777 7,108, 460
Exercise of options - - 22 BeY 8,003
Closing balance at 31 Deceraber 2066 200 543,468 45,950,477 165,598 501 41,763,877
Less: Costs of lssues - (623,822 - {499 04%)
&g per Balance Sheet 200,543,468 45,326 650 165,599,501 41,264 828

*In 2086, the Company issued 100,600 shares to a vandor for the purchase of mineral irterest within a tenement,

Options - Listed
Exercisable at 35 cenis expiring 31 March 2005

Balanze at beginndng of yvear - - 8,790,425 -
Exercised during year - - {22, B67) -
Expired during the year - - {8,767 .508) -

Balance as at 31 December 2006 - - R i

Options - Unfisted

Exercisabie at 35 cents expiring 31 May 2005

Balanze at beginning of yvear - - 3,000,000 -
Expired during the year - - {3.800.500) -
Balance as at 31 December 2005 - - - -

Exercisable at 40 cenis expiring 24 May 2007
Issued during year -
Balance 31 Becember 2006 506,000 - 500,000 -

Exercisable at b6 cenis between 25 May 2004 and 24 May 2006,
or at 60 cents between 25 May 2006 and 24 May 2007

Issued during year -
Balance 31 Becember 2006 4 7h06.006 - 4 750,000 -

Exercisable at 45 cenis each expiring 29 Bay 2008
Issed during year -
Balance 31 Becember 2006 Q75006 - a7h 400 -

a7
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13. REMUNERATION OF BIRECTORS
A

c}

an

THE NAMES OF DIRECTORS WHO HAVE HELD OFFICE DURING THE FINANCIAL YEAR ARE:

ALKANE EXPLORATION LTD .

John 5 F Duntop fappointed 4 July 20063, D tan Chalmers, lan B Comelius, fan J Gandel (zppointed 25 July 2008), Aathony B Lethizan, H David
Kennedy {resigned 31 July 2006 and Lindsay A Cellass {resigned 25 July 2006,

SHUBSIDIARIES

LFB Resources N, Kiwi Australian Resources Pty Lid, Avsiralasian Geo-Data Pty Lid, Ausiralian Zirconia Lid
| B Comelivs, D | Chalmers, L A Colless

Skyray Properties Lid (RVI)

L Thomas

EXECUTIVES DURING YEAR

lan R Comelios, member of the Executive Managemen: Commities undl his resignation 25 Execosive Chairman on 4 July 2006, B fan Chalmers, member
of the Executive Management Committee, appsinted as Managing Directer on 6 October 2006, Lindsay A Calless, member of the Executive Management
Committee until fis resignation as 2 director on 25 Juby 2006, There were no other executive officers during the year.

DETAILS OF BEMUNERATION
CENEEIBATER BRRENT BRYEFY
20 20s 208 s
$ $ 3 3
Total incame received, o due and receivabie by the directors 393,384 978,787 881,247 866,394

The cetalls of disectars' remunerations paid or payabie or payments fo related companies for services provided are as follows:

EH YEAR SHORT-TERW BENEFITS FEET-EMPLOTIRERY REMERITS FETAL
FHRECTORE
GRES FEES 7 PER BIEM
BETRIRER LAEH FEES SEPERRMBUATION HHER
HAREE 5 5 5 3 k3

Executive Director

D | Chalmess 15,000 521,662 {a) - - h36,662
I B Cornelivs - 75,000 (o) - BO.00A (o) 1h5,000
L 4 Eolless - 92,475 {0 - - 92,475
Mom-executive Diractors

J 5 F Bunleg 25,000 7,288 /1) - - 32,288
I B Cornelivs 20,000 1,200 {c) - - 21,200
| J Ganded 16,667 - - - 16,667
A B Lethiean 37,200 20,100 () - - 57,300
H & Kennedy 26,667 (g} - - - 26,667
L 4 Eolless - 05,325 {0 - - 55,125

technical services, geolegical consulting and manzgement fees of $521,662 paid or dus and payabie to corpanies in which Mr Chalmers has a
subsianiial financial interest for senvices provided in the normal course of business and at normal commercial rates. Dusing the year, five iechnical and
support staff, including Mr Chaimers, were employed to carmy out work pragrams for Alkane on an as needs basis.

constilting fees of $7,288 (2005 $nil} paid o7 due and payabie to John S Bunlog & Associated Pty Ltd for services provided in the nommal course of
business and at normal commercial fates,

constlting fees of $76,200 ($75,000 + $1,200) paid or due and payable to Goidirek Pty Ltd as trustee for the Lewis Trast of which Mr Comelius is a
beneficiary for services provided in the normal course of business and at nermal carmmercial rates. A one off fze, on fermination as Execusive Chairman,
of $80,000 in appreciation of Mr Comeliuss long period of sesvice in thal roke.



d)  amounts of $20,100 paid of dus and payabie to Rocky Rises Ply Lid, a company in which Mr Lethlean has 2 substantiat financial intesest, for consuiting
sarvices provided in the nermal course of business and at normai commercial rates,

e} amounts of $26,667 paid or due and payable (o a company in which Mr Kernedy has a substantial financial interast for director’s fees.

i administration, zooouniing and secretarial fees of $147 600 (392 475+ $55,125) paid of due and payabie to & company in which Mr Colless has a
subafangal financial interest for services provided in the normal course of business and at nermal commercial rates.

EHEE VEAR THORT-TER BENEFITS FEET-EMPLOTIRERY REMERITS FETAL
FHEREDTORE
GAEE FEES PER SEM
BETRINER CAEH FEES SEPER RS AT HFHER
HAREE 5 5 5 3 k3

Executive Committes

I B Cornelivs - 156,000 - - 150,000
D | Chalmess - 540,387 - haf 387
L A Colless - 165,200 - 168,200
Mon-executive Diractors

A B Lethiean - 76,200 - 79,200
H B Kennedy 46,000 - - 400,500

€. SERVICE AGREEMENTS
Formal written constltancy agreernents exist with companies of which directors have 2 substantial financial interest a8 detailed below,
Mo pedormance sefated bonuses o benefits are provided.,
4 8 F Dunfop

Retziner payable to John S Dunlop & Associates Pty Lid, in which Mr Dunlop has 2 substantizl financial interest, of $50.080 per anaum plus per diem of
$1.200 par day up o 4 days per month for consulting services over and above normal director dutias,

D i Chalmers

Manaping director retainer of $60.000 per annum payabie to Lesfab Pty Lid in which Mr Chalmess has a substandal firancial interest plersuant 1o a
formal agreement for an initisl term of two years commencing 1 Octeber 2006,

Geological constiting and management servicas provided by Multi Mesal Consuitants Ply Lid in which Mr Chalmers has & substantial financial intersst
pursuant to a farmal agreement for an initial 1arm of two years commenging 1 Geiober 2006,

{ B Comelius

Retainer pavable fo Goldtrek Piy Ltd as trusice for the Lewis Trust, of which &r Comelis is a beneficiary, of $40.800 per annum pius per diem of
$1.200 per day up 1o 4 days per month for consulting senvices over and above normal director dutias,

{J Gande!

Retziner payable 1o Gandal Metals Py Lid in which Mr Gandel has a substantial financial interest of $40,000 ser annum plus per diem of $1.200 per day
um o 4 days per manth for consulting services over and above normal director duties.

A D Lsthiean

Retziner payable 1o Rocky Rises Pty Lid, in which Mr Lethlean has a substantial financial interest, of $40,000 per annam olus per dism of $1,200 per
day up ta 4 days per manih for consulting services aver and above normal director duties.

B.  SHARE-BASED PAYMENTS

No share hased remuraration compensation Hlan exisis,

#



ALKANE

ExpLcranion Lo

14. SEGMERTAL INFORMATION S
The eceromic eatity operates predaminanily in one geographic focation. The operations of the economic entity consist of miring and expioration for

15. RELATED PARTY TRANSACTIONS

BIREDTONS IGURNERT] CEHINLIRATER PERERT EHTIYY
RELATED PAATY 20 ZORE i pidiind
TYRE OF TRENSECTION -BIRECTIRE FTERDAE ARD COWBITHING % $ & k3

Management constiting
Disactors' retainar J S F Durlop Hormal commescial 7,288 - 7,288 -
25,000 - 25,000 -

Geologioad constiting,
incleding peolagical and
tachnical support staff

Diractors’ retainar 0 i Chalmers Normal commmescial 521,662 R0 347 451 524 476,994
15,000 - 15,000 -

Management constiting

Diractors’ retainar | R Cosmefius Normal commmescial 156,200 15{.600 156,200 150,000
20,000 - 20000 -

Disactors’ retainar | J Giandel 16,667 - 16,667 -

Constlting

Diractors’ retainar 4D Lethlean Normal commmescial 20,100 79,200 20,100 79,200
37,200 - 37,200 -

Undenwsiting agiesment |} Gandal B of underwsitlen value 71,580 - 71,580 -

IREDTERS (HESINNED DURMM THE YEM) COHSOLIBATE PARENY EHEYY

RELAVED PARTY b 20 208 2%
TYRE 4F TRARSACTION -BEREETONE SERMS ABB CONRITHING $ § % 8

Financial, administration,
accounting and Cempany
Secreiasial services and staff L & Cofiess Marmal commescial 147,600 168,200 105 604 127,200

Disactors' fees H D Kennedy Directors fees 26,667 A3030 26 667 43,800

DIRECTOR’S SHARES AND OPTIONS

Agaregate numier of shases and share options of Alkane Bxploration Lid acquired from the Comgpany during the year by Directors or their director-related

antities:-
P s
Ordinary shares 1,762 066 -
Optons aver ordinary shares - -
1,762 (66 -

Agaregats numBers of shases and share options of Alkane Exploration Lid heid disectly, indirectiy or benaficially by Directors o their dirscior-related
antities at balance date:

P s
Ordinary shares 35,354,787 13,813,878
Ogtions 3000000 5,000,000

40



16. CORTROLLED ENTITIES

17.

18.

B VAL Fory CONTREDITION VO SRODP
BEABRE WE CLASY 205 s e 2 205 s
§ 3 %, %, $ 8

Ventron Enterprises Ltd™ Bl Grd - - - - - Th,B7h
Austratian Zirconda Ltd WA Grd i 1 i 100 {23,R46) (26,952
Skyray Praperties Ltd B Grd 2,300,600 2,300,800 i i (2.255774) [7.481)
Kiwi Ausiralian Ressurces Pty Lid NSW Grd - - H 100 - (52, 767)
LFB Rescurces NL HEW frd 3,558,700 3,588,700 W 1 {604 428) (20,951)
Ausiratasian Bes-Data Ply Lid (il Grd f.864 6,864 74 74 {157} {212}

5,865 565 f1,865,565
Contribution 1o Group Profit (Loss) after minoritiag [2.B83.505) [92,788)
Parent --Alkane Exploration it (771135 {1.679.609
Profit {loss) for year - group (3.600040y  {1.772,397)
Loans o {from) subsidiaries 7,346,302 5,643,203
Provision for loss (7,487 718y {4.608.099
Pazent net invesiment in subsidiases 5,724,149 7,899 669
* Yerdron Enterprises Lid was dispased of on 19 September 2805

CENEEIBATER BRRENT BRYEFY
20 20s 208 s
$ $ 3 3
REGCONCILIATION OF CASH
Cash as at the ant of the financial vear as shown
in the Cash Flow Statement is reconciled to the
relatad items in the balance sheet as follows:
Cash at bank 65,684 2773733 857,849 2,765,526
Call deposils 31684918 - 1884916 -
4 7h4 00 2773733 4742 765 2,765,526

Cash at bank bear a weighted avarage interest rate of 5.08% (2005 4.15%)

RECONCILIATION OF REY CASH OUTFLOW FROM DPERATING ACTIVITIES TO OPERATING LOSS AFTER INCOME TAX

Ogerating Profit {Loss)

Write down in value of tenemenis ir subsidiaries
Mon-cash fair vaiue adjustments

Expiaoration

(Profit)ioss on shase trading

Loss on sale of assets

Changes in net cusrent assets and liabilidies

Net cash provided for operating activifies

{3.655.095) (1,772,472} (3.645.754) (1.718.417)
- - 2878619 38,808
48017} (114,357} {49,188 (99.858)
3227124 355,060 391,767 301,369
{2.658) {2,859
3015 127 518 305 127 918
(263,297} 293,554 (276.591) 214,269
(737,265} (1,112,536} (702.532) 1,138.670)

The Campary has no cradit standby or Hnancing facilities in glace other than disciosed o the statement of financial position,
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18.

20.

21.

22.

42

SUBSEQUENT EVENTS .
On 19 April 2007, the Gompany is_s_c_heduled to hoid & sharehalders” meeting to approva the issue of optons to employees and constltants and 1o
directors of the Company.

Mo other matler or ciumstance has arisen since 31 December 2006 that kas or may significantly affect the operations of the Company, the rescits of
the Company, or the state of affairs of the Comgany in the firancial year subsequent to the financia year ended 31 December 2006,

EARNINGS PER SHARE (“EFS™}

CENEEIBATER BRRENT BRYEFY
2006 2005 200 264
$ $ 3 3
Basic sarnings per shase (0.02) {0.01} {0.02) {0.01)
Pir Pilind Parii i
HEERABER HRERRBER BEEFRBE L BEEFIAEE T
The weighted average number of ordinagy shares on issus
used in the caiculation of basic eamings per share 176,716,581 151,986,034 176,716,531 151,986,034

The diluted eamings per share i not materially different from the basic szmings per shas.
COMMITMENTS FOR EXPENTHTURE

Mineral Tenement Laasaes

[ order to mainiain current righis of tenure to mining tenements, the Company will Be mouired 1o sutlay in 2007 amounts of approximately $1,715,800
(2006 $1,256,000) in respect of tenemeni |ease rentals and exploTagion exgenditures to meet the minimum expenditire requiremands of the vasious
Wines Departments in Ausiralia. These obligations will be fuiiiad in the normat course of operations.

FINANGIAL INSTRUMERTS

Financial risk management

The Campany's activities expose it 1o 2 variety of financial risks; credit risk and cash flow interest rate risk,

Credi risk
Cradit risk refers to the sisk that a counterparty witt defauit on its cordractuzl sbligations resulting in financial less to the Company.

The Campany has adapted the policy of dealing with creditworthy countesparties and obtaining sufficient coliateral or other sacurity where approgriate,
a3 & means of mitigating the risk of financial loss from defauits, The Company measures credit risk on a fir vaiue basis.

The Campany does not have any sionificant cradit risk exposure (o a single counterpasty or any gfotp of courderparties having siritar characteristics,

Cradit risk

The carsyirg amaant of financial zssels recorded in the financial statements, net of any provisions for losses, represents the Company's maximur
sxposure 10 credit risk without taking acceunt of the fair value of any codlateral or ather security obizinad.

Cash flow and fair vaiue interast rate risk

Althaugh the Comgpany has significant interest bearing assets, the Comgany's ineome and aperating cash Hows are substantially independent of changes
in markat imerest rates. The Corngany monitors interest rates to obtzin the best terms and mix of cash flow,
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WEIGHTED AVERAGE

FERER BRATHRITY DATE

EFPECTIVE SITERERT YARIABLE LEBE THAN LR RS ERESY
RATE IFERESY i ¥EAS PEARY BERRINE $ETRL
%, $ $ $ 8 8
2008
Financial assets
Cash h.08 853,730 - - 15,854 BES 684
Call deposils £.25 - 3,884,318 - - 3,884 916
Tarm deposit 610 - 1,233,996 - - 1,233,596
Receivables - - - 456,397 456,397
853,730 RRER IV - 472 351 6,444 8593
Financial Habilities
Accounts payable - - (570.018) {(A70.016)
- - (B70016) {R70016)
2005
Financial assets
Cash 415 2,756,566 - 17,168 2,773,734
Call deposits - - - - - -
Term deposit 490 - 747,050 - - 747 050
Receivables - - - - 226,303 226,303
2,756,566 747 050 306,878 3,747 137
Financial Habilities
Accounts payable - - - (603.318) {503,316
(603,316) {K03,316)
AUBITORS REMUNERATIOK
CENEHLITER BARENT ERTIEY
b i s 2
b b 8 8
Amount received of due and receivabie by the audifor for;
Audit services
Current year audit of financial statemenis 27,000 26,700 27,000 28,700
Cther services
Incame tax return pregaration 5,000 5,000 6,000 3,000
Total remuneration of auditors 33,000 34,700 33,000 32,700

The zuditor of the Company and s subsidiaries is Rothsay Chartered Accountants.

The Company has received notification fram the Company's zuditor that he satisfies the independence criterion and that there have been no

contraventicns of the auditor independence seouirements of the Corporations Act 2601 or any applicable code of professional conduct in seiation to the
audit, The Company is satisfked that the non-audit services provided is compatible with the general standard of independence for zuditars imposed by

the Corporations Act 2001,
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The directors declare that the altached financial statements and notes:
ay  comgly with_AC.EGUD_IEBQ__SI@QG%MS, the Cémoratiorzs Reguiations 2001 and other rmandalory peafassioral seporting requirements; and

by give a trite and fair view of the Company's and conisollad entities' financial position as &t 31 Becermbar 2006 and of their gerfarmance, as reprasented by
the sesuits of thejr operations and their cash flows, for the financial year ended on that date.

I the directors’ opinion:

a)  the financial statements and notes are in accordance with the Corpozations Act; and

by there ars reasonzbie grounds {5 beligve that the company will be able to pay its debits as and when they become due and payabie.

The directors have been given the declarations by the chiaf executive officer and chief financial officer required by section 2954 of the Corperations Act 2001,

This declaration is made in aceordance with 2 resoiution of the Dissciors.

B 1 Chalmers

Birector

Parth, 29th Magch 2007

44



INDEPENDENT AUDIT REPORT
T0 THE MEMBERS OF ALKAKE EXPLORATION LIMITED

SCOPE

The financial report compsises the balance sheet, income statement, statement of cashfiows, statement of equity changes, accompanying notes and the
diractors declaration for Alkane Exploration Limited ("the Company™, for the year ended 31 December 2006, The financial regort inciudes the consolidated
financial statements of the consolidated entity, compising e Company and the entities it comrolled at the end of the yvear or from time to dme dusing the
yeal,

The directors of the company afe resgonsibie for e praparation and #ue and fair presentation of the financial report in accordance with the Corparations Act
2001, This inciudes respansibifity for the maintenance of adequate accounting recosds and imemal conizols that ate designed to preveni and detect fraud and
erzor, and for the gcoounting policies and acceunting astimates inherent in the fnancial repart,

AUDIT APPROACH

We conducted an independent audit of the financial report in order to exprass an opinion &n it 1 the members of the company. Our audit was conducted in
accordance with Australian Auditing Standards in order to provide reasonabie assurance as 1o whather the financial report is free of material missistament and
the remuneration disclasures comply with AASE 124 Related Party Disclosures. The nature of an audit is influenced by factoss such as the use of professional
judgement, selective testing, the inherent limitations of internal conirol, and the availability of persuasive rather than conclusive evidence. Thesefore an aLsdit
cannof guaraniee that all material misstaiements have been datected,

We performed procedures io 2ssess whether in all material sespects the financial report preseris fairly in accordance with the Corparations Act 2001,
Austrzlian Accounting Standzrds and other mandatory professisnal reporting reguirements i Atstralia  view which is consistent with our understanding of the
campany’s and the consolidated eniity's financial position, and of their parformance as represenied By the resulis of their opezations and cash flows,

We formed our opinion on the basis of these procadures, which inciuded:
s adamining on a tast basis, information fo provide evidence sugporiing the amouns and disclostres in the fnancial report, and

*  assessing the appropaateness of the accounting policies and disclosures used and the reasonabieness of significant accounting estimates made By the
directors,

Whilst we considered the effactiveness of management's internal controls over firancial reporting wher: determining the nature and extent of our srocedures,
our audit was not designed to provide assurance on intemal condrois.

AUDIT OPINION
I our opinion, the financiad report of Alkane Explosation Limited i in scoordance with:
ay  the Corporations Act 2001, ncluding:

{iv  giving a true and fair view of the company's and consclidated entity's financial posiion as at 31 Daceraber 2066 and their parformance for the year
ended on that date; and

(Y complying with Acceunting Standards and the Corporations Regulations 2001; and

by sther mandaiosy professiongl regoring requirerenis,

The remmuneration disciosures that are contained in the remuneration report in the Dissctors' report comply with AASE 124 Related Party Disclosures.

Rothsay
Frank Vrachas

Partres

Bated; 29 March 2007
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INTRODUCTION

Afkane Expioration Lid {"Campaﬁy”} has adopled systems of contro! and accountability as the basis for the administration of corporate governance. Some of
these policies and procedures ass summarised befow.

The following adgitional information about the Company's corporate governance prastices is set out on the Company's website at www alkane com.au
+  {orporate Governance Disclosures and explanations;

+  Statemant of Board and Management Furctions (Board Charter);

«  Momination Committee Charter;

«  Policy and Procedure for Selecion and Appointment of New Directors;

«  Summary of Cade of Canduct for Comgany Execltives;

«  Summary of Palicy for Trading in Company Secusities;

«  Audit Commiltee Charter;

+  Procedure for Selection, Appoiniment and Rotatien of External Auditor;

+  Summary of Compliance Procedures for ASX Listing Rule Disclosuie;

+  Shareholder Communication Strategy;

«  Summary of Company's Risk Management Palicy and Intemal Complisnce and Control Systeim;
«  Remuneration Committes Charter; and

+  {arporate Code of Conduct,

COMPLEANCE WITH PRINCIPLES OF G0OD CORPORATE GOVERNANCE AND BESY PRACYICE RECOMMENDATIONS

The Comgany, during the financial year ended 31 Decamber 20606 {the Reporting Period), has continued to fallow the ASX Corporate Governance Council
Principles of Good Corporate Governance and Best Practice Recommendations (ASX Principles and Recommendations).

1. MANAGEMENT AND OVERSIGHT
The Board has adopted 2 charter setting out the purpose and fole of the Board, its responsibilities and powers and the way in which the Board functions.

Format letters of ergagement setting out key terms and conditions of appainiment are in place for non execudive directors. Executive direciors are emploved
pursiani to sarvice agreemends including a formal job description.

Z. BOARD STRUCTURE

The Board comprises five directors. The Board delepates day-to-day responsibiity for managing the Company 1o the Managing Dirsclar, Previgusty this
rasponsibility was defegated o an Executive Managemant Committze comprising the Chairman, the Finance Birector and the Technical Birector, rather than fo
one individuai. This structiere worked historicafiy far the Company howsver, given $hat thers were a number of changes to the composition of the Board during
the year, the appointment of a Managing Director was considerad appropriate to serve the best interests of the Company's sharehalders, |

Four of the five diractors are considerad to be independent.

The independence of Messrs Dunlop, Gandel, Comelius and Lethlean, the Company's four non-executive directors, was considerad in the context of the ASX
sugoesiad oriteria for independence, which was inciuded in the commentary to e ASX Princigles and Recommendations. Messrs Dunlog and Leghlean are
cansidered indegendent in accordance with the criteria, #r Gandel, while a substantizl shassholder for the parposes of the Corporations Act, is considered to
be ingependent as the Company considers that his interests are aligned with interests of the shareholders. Mr Comalivs, since resigning from all executive
positions within the Group, is aiso considerad to be independent. Mr Lethlazn has been appointed as a lsad independen: direstor. The Chairman is an
independent director,

In accordance with the Constitution: of the Company, all directars must setire from office no later than the third 2rnial general mesting following thair fast
elaction and one thisd of the directors are 1o retire from office at each annual general meeting, Whes aligible, a director may stand for re-siection,
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Buring the Reporting Pericd the directors ware;
« Wi John Stuart Fergusen Dunlop, non-sxecutive Chairman, was appointed to the Boasd on 3 July 2006

«  Wirlan Raymond (Inky} Cosnetius, non-execttive Director, was appainied 0 the Board on 10 June 1986 {resioned as Bxecutive Chairman on 3 July
2008}

«  Wir David lan {lar) Shalmers, Managing Director, was agpointed to the Boasd on 10 June 1486 {appointed a8 Managing Direcior on & October 2006).
«  Mr Anthony Dean Lathlean, non-executive director, was appointed to $he Board on 30 May 2002
s Wi lan Jaffrey Gandel, non-sxecutive disector, was appointed to the Boasd on 24 July 2006

«  Wir Henry Bavid Kennedy, former independant non execttive director, was appoiniad io the Board on 28 July 2000, He resigned as a director on 28 July
2006 and was appointed as Mr Comelius’ aliemate. Ha resioned as alternats director on 4 Becember 2006,

« Wi Lindszy Arthur Coliess, Finance Director, was appointed to the Board on 1 August 1986 and resigned on 24 July 2006, 4r Colless remains the
Company Secretary and Chisf Financial Gfficer,

Profies of the disectors are set out in the Dissctors” Report.

If a director considers it necessary to abtain independent professional advice to properly discharge the sesponsibility of his office as & disscter then, provided
the director first obtains approval (or incurring stich expense from the Chairman, e Company wifl pay the sagonable expansss asssciated with obtaining
such atvise,

The full Bozrd comprises the nomination commities which operates in accordance with the nomination commitiee charker. The Board met four times as the
nominaticn commiliee during the Reporting Perisd and the Board is mindful of nomdnation issues on an ongsing basis,
3. RESPONSIBLE DECISION MAKING

The Board has adopted 2 code of conduct for directors and axecutives. The Board has also adopted & policy on trading in the Company's securities by
diractors, officers and empioyees of the Company.

4. BITEGRITY OF FINANCIAL REFORTING

The Board has established a structure to independentty verify and safeguard the integrity of the company's financial reposting and to ensure the independence
and comgpetence of the Company's external auditos,

The Board requires the Managing Director and the Chisf Financial Officer to siate in writing that the Campany’s financial reports present a true and fair view, in
#] matenal respects, of the Company's financial condition and operational resulis and are in scocordance with relsvant accounting standards; that this opinien
is foundad on a soend system of risk management and interral compiiance and control which implemants fhe pokicies adopied by the Board; and ihat the
Company’s fisk management and iniemal compliance and controd system is aperating efficiently and effectively in all material respects.

The Board has estabiished an audit committee which operates ender a formal charter, The Board considers it a prionity to sstrict membership of e audit
commitiee {0 independent directors, Currently the audit committee comprises thiee members, Messrs Lethlean, Gandel and Dunlep. Mr Lethiean, the lead
independent director, is chairman of the audit commitzee. The audit committee viaws the Company's financial :porting systams o0 an 0nQoing Hasis and
has farmalisad its fndings on fwo oceasions during the Reporting Peried,

5. TIMELY AND BALANCED DISCLOSURE

The Board is committed to coraglying with the continuous disclosure oBligations of the Corporations Act 2001 and the disting rules of Australian Stock
Exchange Limited. The Board has established a policy and procedures for compliance with these souirements.

6. SHAREHOLDER RIGHTS
The Board has established armangements for communication and participation of sharehalders,

The Company maintzing an up to date wabsite comprising corporate information, synopses of the Company's projecis, pesodic reports and arrouncemants,
Hard capies of publicly released documents ase availatle from the Company on request.

Sharehalders are given a reasonabie opportunity 10 2sk uestions of the Board at general meetings. The extemal auditor is inviled 6 such meetings to answer
questions from sharehoiders on matters relating to the zudit of the Company's financial statements.
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7.RISK MANAGERMENT o el

The Board has adopled an internal controt framework and a risk management policy desigred {o ensuse operaticnal, legal and financial sisks are identifizg,
assessad, addressed and moniored. As stated previously, the Managing Director and the Chief Financial Officer are reguired to provide a statement that the
Company’s risk mgnagament and internal compliance ant corlrod system is operating efficiently and effectively in all material respecls {see ilem 4 above),

The Comsany has recebved advice that the Managing Director's abifity 1o recommend to $he Board exploratisn programs 1o e carried out by Ml Metal
Consultanis Pty Ltd may put bm in a position of confiict, The Dirsctors do not consider this to have caused any inefficiency of the Company's risk
managernent ir: e past ard have put in place procedures 0 efiminate any perceived condicts in the future,

8. ENHANCEMENT OF PERFORMANGE

Buring the Reporting Period evaluation of the Board and its members was casred out on an ongoing basis, The compesition and fenctioning of the Board as 2
whole was discussad from time to time at seguiar meetings of the Board, under the leadership of the chairman, The Board considers that a more format
paceduse is not warrarded at sresent in view of the small size, and gverfag of many of the key functions, of the Board and management,

8. REMUNERATION
The Board's remaneration palicy is sei out in the Remuneration Report section of the Directors’ Report,

The remuneration committee comprises the fuil Board. Daring the Reposting Period the Board mef three times to consider remunesation matters. All members
of the committee attended the meetings during their incumbancy except Mr Lathlean was ungvailablz to atiend one mesting. No director pagticipated in any
deliberation regarding his own remunaration or related issues.

There ass no termination of retizament Densfits for non-executive directors,

1. STAKEHOLBER INTERESTS

The Board has adopted 2 corporate code of conduct setting out the standasd which the Board, managemeant and amgplovees of e Company are encouraged to
compiy with when dealing with 2ach other, sharehoiders and the broader community,
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SHAREHDOLDER INFORMATIBON

1.
@)

{b)

{c}

g

SHARE KOLDING AT 30 MARCH 2007 - ALK

DISTRIBUTION OF SHAREHOLDERS

HUMEER 6F ROLBERS

SHARE HOLBNG FULLY PasE
GRIIARY SHANES

- 1008 2,336

1001 - BO00 848

061 - 10,000 470,

10,061 - 100,000 1,203

160,001 - over 214

LRI

UNMARKETABLE PARCELS
Theee are 2,566 sharehoiders whe hold less than a markeiable gamal.
YOTING RIGHTS
Vating rights are one vate per fully paid osdinasy share
NARES OF THE SUBSTANTIAL HOLDERS AS DISCLOSED B SUBSTANTIAL HOLBING NOTICES:
SHAREHOLRER HUMEER GF SHARER
Attotsleigh Pty Lid 34 245 574
TaP TWEKRTY SHAREHOLDERS AT 30 MARCH 2607
BURER %, U
SHAREHBERER OF SHARES CEPYIAL

ANZ Nominess Limited 40,105,259 2000
Attotsleigh Pty Lid 34,240 674 17 08
Mg David Michasl Docharty 4,070,000 228
Mationai Nominaes Limited 3,500,365 17
Eikofin BYBA 2,750,800 137
Resouree Capital Fund il LP 2,440,000 1.22
HSBE Custody Nominees (Australia) Limited 2318828 116
Citicorg Nominees Ply Limited 2,070,595 103
Rigmin Australia Gold Py Lid 2,000,000 100
Funding Securities Pty L 1,850,600 0.97
Lzmpsac Pty Lid 1,835,048 0497
RBC Dexia lnvestor Services Australia Nominses Ply Limited 1,568,065 a.78
Aquatic Ressurces Limited 1,550,000 a.77
Thorney investments 1,500,000 0,75
JP Margan Mominees Australia Limited 1,266,781 0.63
Westpas Custodian Nominees Limited 1.0562,216 0.53
Computer Visions Ply Ltd 1,050,000 0.52
Jamsza Pty Lid 1,600,600 0.50
Tasman Assel Manzgement Lid 957,133 048
R Dimond & Associates Ply Lid 816,666 0.41
108,645,131 5477
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3. UNLISTED {JPTID_I_‘eI_S_____"_'-_;_-_-____

Option Holding a1 30 March 2007 ~ ALKA

Totat options exercisab_!e_ # tii}.cents szch expinng 24 May 2007 500,000
Musnbar of holders 2
Haldings of maore than 20%

Termence William Ransted & Julianne Ransted {The Ransiad Family Acoount) 250,000
Focky Rises Py Ltd 250,600

Option Holding at 30 March 2067 — ALKAK

Total apgions exercisable at 45 cents ezch expiring 29 May 2008 975,600
Mumber of kolders g

Haldings of mare than 20%
G R Meates & Associates Ply Lid 250,600

Option Holding at 30 March 2067 - ALKAQ

Total options exercisable at 60 cents exgirying 74 May 2007 4,750,600
Mumber of holders 5

Haldings of mare than 20%

Goldirek Pty Lid 1,000,000
Leafab Fiy Ltd 1,000,000
Wiinerai Administration Services Ply Ltd 1,000,800
Sundowner Internazional Ltd 1,000,500

4. RESTRICTED SECURITIES

A at the dats of this report, thers were ro securities suBject to restriction under the Listing Rules of Australian Stock Exchange Limited,

5. ON MARKET BUY-BACK

Az at the date of this report, thers was no cursent 0 market bay-hack
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TENEMENT SCHEDULE

VERERENT HIGRER

BEGIRVERED VITLE HOLDER

RLYARE MYERESY %

PRIEIECY RARE

GLsgad
ML 6035

ML 8277

|V| L 631 {]. [STT——

ML 6269
ML 6406

L 351

ML 1364
MLA 73 Or

[2 0319

EL 558

EL 6025
ELOOST
EL 6320
EL 6700

EL 6111

EL 5830

e MK

£L 6085

Ei 5801
ELA 3051 O
EL 4022

MK

{Act 1804) Alkane Exploration Lid {"ALK")

ALK

100

ALK

E46f522
E 46/523
[ 46;’524

M 35;’329

M0 MK L
A?K_,_%(iwi Australiar: Resources Py Lt

E 36/201

M (A} 36, ; 47?

A} 36478

M9 MK

Ay 36;’488

A} 36/571

L

( J 36/622

P 3641371

P 361372

B T
A

i
4) 36/1603
1
i

A} 36/1605

M {
M {
M { -
MW 3850
M ALK, K, Hot

M [

P
P
PUydee0s A
P

d (*Kiwi"), Fot Holdings Pty Ltd (*Hot")

Peak HILNSW
. PealcHIll NGW
Peak H‘”

~ Moorilda, NSW

Peaid Hill, NSW

o
PeakHILNSW

Peak HIl, NSW

Peak HIil

Moosilda, NEW

Toringiey, NSW

AiK il

Lemster Dowrzs WA

""""Lemsger DDWHS WA
Leinster Bowns, W

- Leinster Downs, WA

Leinster Downs, WA

Leinster Downs, WA

AiK %(wn,

Lemszer Downs, WA

o,

Lems;er EDWRS WA

Hot
AzK Kiwi, Hat
ALK, mw_h_gj i

Hot

Leinster Bowns, WA

 PeakcHilLNSW

. Drange-Molong, NSW
Wellington, NSW
Wellington, NSW

Tomingiey, NSW
~ Tomingley, NSW_
_ Tomingiey, NSW
~ Cudal, NSW
Uudal NSW _
Bodangora, NSW
Nellagine, .”.V.%“.
. MNodlaging, WA
... Nullagine, ! WA R
~ Mizanda Well, WA B
. McDonough, WA
_MeDanough, WA

. Leinster Downs, WA

Leinsier _D_owrzg_gi{»_&_.___
Leinster Bowns, WA
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