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Navigator Resources Lid

Corposate govemnice statement

Corporate governance statement

INTRODUCTION

Navigator Resources Limited {"Company™} has adopted systems of control and accountability as the basis
for the administration of Corporate Governaace. Some of these policies and procedures are summarised

below.

The following additional information about the Company's Corporate Governance practices is set out on
the Company's website al Wi Ay ISarresnirces. conm au

»  Corporate Governance Disclosures and Explanations;

»  Statement of Board and Management Functions;

+  Nomination Committee Charter;

+  Policy and Procedure for Selection and Appointment of New Directors;

»  Code of Conduct for Company Executives;

*  Policy for Trading tn Company Securities;

+  Audit Commitiee Charter;

s Procedure for Selection, Appointment and Rotation of External Auditor;

*  Summary of Compliance Procedures for ASX Listing Rude Disclosure;

*  Shareholder Communication Strategy;

»  Company's Risk Management Policy and Intersal Compliance and Contro! System;

s Statement of process for performance evaluation of the Board, Board committees, individual
directors and key executives;

. Remuneration Committee Charter; and

»  Corporate Code of Conduct.

Explanations for departures from Best Practice Recommendations

During the Reporting Period the Company has complied with each of the Ten Essential Corporate
Governance Principles and the corresponding Best Practice Recommendations, which can be found at the
ASX Corporate Governance Council’s website wwiw g conpan/supervision/oovernance/indes hin
other thaa in relation to the matters specified below.

Principle | BPR Notification of Departure Explanation for Departure
Ref Ref
2 2.4 | There is no nomination committee. The doties usually performed by a

nomination commitiee are carvied oul
by the {ull Board.

4.3

The audit committee comprises 2 members,
one of whom is quasi executive. The
chairperson of the audit committee is also
chairperson of the Company.

The Board considers, given the
Company's  present sfructure, the 2
member committee is able to carry out a
DIOper review process.
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TERM OF OFFICE OF EACH DIRECTOR

Name Date of Appointment

Alian Trench 14 November 2003

Thomas Sanders 02 February 1994

John Shipp 7 August 2006

Ian Macpherson 03 July 2003

Barry Bolitho 3 July 2003 {resigned 7 August 2006)

IDENTIFICATION OF INDEPENDENT DIRECTORS

The independent directors of the Company are Allan Trench and John Shipp. Mr Ian Macpherson also
satisfies the criteria of independence as agreed to by the Board albeit that a company which Mr
Macpherson 1s associafed with provides Company Secretarial services to Navigator Resources Lid. The
fees recetved for the service do not constitute a material portion of the total earnings of the service
provider.

STATEMENT CONCERNING AVAILABILITY OF INDEPENDENT PROFESSIONAL ADVICE

Independent Professional Advice

If a director considers 1t mecessary to obtain independent professional advice to properly discharge the
responsibility of hissher office as a director then, provided the director first obtains approval for mcurring
such expense from the Chairman, the Company will pay the reasonable expenses associated with
obtaining such advice.

NAMES OF NOMINATION COMMITTEE MEMBERS AND THEIR ATTENDANCE AT
COMMITTEE MEETINGS

Nomination Committee responsibilities are carried out by the full board. The following table identifies
directors who aftended board meetings where nomination committee issues were considered.

No. of meetings where
Name nomination committee issues
were considered

Neo. of relevant meetings
attended

Barry Bolitho | 1

I~
[

Thomas Sanders

I~
[

{an Macpherson

[a—
pa—y

Allan Trench

NAMES AND QUALIFICATIONS OF AUDIT COMMITTEE MEMBER
Mr Trench and Mr Macpherson are members of the audit commitiee.

Mr Trench has 28 years experience in the minerals industry. My Macpherson has 27 years experience as
an accountant.
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NUMBER OF AUDIT COMMITTEE MEETINGS AND NAMES OF ATTENDEES

Name No. of meetings held No. of meetings attended
Barry Bolitho | 1
{an Macpherson | 1

During the Reporting Period the Audit Committee held one meetings. Mr Bolithe and Mr Macpherson
both attended that andit committee meeting.

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

During the Reporting Period an evaluation of the Board and its members was carried out. The evaluaation
process comprised the Chairperson facilitating open discussions of the Board's performance over the
financial year highlighting strengths and weaknesses.

COMPANY’S REMUNERATION POLICIES
Mr Trench as a non-executive chairman received fees of $40,000 per annum and Mr Macpherson and Mr
Shipp as non-executive director receive directors fees of $30,000 each, per annum.

Mr Sanders received a fixed salary for the executive services he provided fo the Company. Details are set
out on note 4 of this Annual Report.

Remuneration levels for executives are set to atract the most qualified and experienced candidates, taking
into account prevailing market conditions anrd individual's experience and qualifications.

Each of the non-executive directors receives a fixed fee for their services as directors. Fhere 1s no direct
link between remuneration paid to any of the directors and corporate performance such as bonus payments
for achievement of certain key performance indicators.

NAMES OF REMUNERATION COMMITTEE MEMBERS AND THEIR ATTENDANCE AT
COMMITTEE MEETINGS

Remuneration Committee responsibilities are carried out by Mr Bolitho (now Mr Trench) and Mr
Magcpherson. The following table identifies directors who atiended board meetings where remuneration
issues were congidered.

Name No of meetings held No of meetings attended
Barry Bolitho i 1
Tan Macpherson i 1

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

EXECUTIVE DIRECTORS

There are no termination and retirement benefits for non-executive directors.
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Directors’ report

The directors of Navigator Rescurces Lid submit herewith the annual Tinancial report of the company for the
financial vear ended 30 June 2006, In order o comply wilh the provisions of the Corporations Act 2001, the
direclors report as follows:

The names and particulars of the directors of the company during or since the end of the financial year are:
Directors

Barry Belithe B.Sc. (Extractive Metallurgy) FAusIMM
Non-Executive Chairman

Mr Bolitho holds ertiary qualifications in both metalurgy and chemistry and has over 28 years experience in lhe
minerals industry. During this time he has gained exlensive experience with nickel, mineral sands, lin, tantaium,
gold and silver. Over the last 15 years he has held a number of execulive managemenl posilions in the resource
sector including board positions wilh both producer and exploration companies. Mr Bolitho has been responsible
for the development and execulive management of greenfields projects in Australia and offshore and has an
extensive experience base over mosl facels of the minerals industry, including acting as an Independent Lixpert for a
number of linancial institutions. He is currentiy Managing Divector of Matilda Minerals Led.

Mr Bolitho has been a Fellow of the Australasian Institute of Mining & Meiallurgy for the past 15 years.

During the past three (33 years Mr Bolithe has held directorships in the following other listed companies:

Maiilda Minerais Lid 7 February 2003 Current
Laverton Gold NL 23 June 1997 Current
Fox Resources Lid 1 July 2603 21 February 2005

Mr Bolithe resigned from the Board of Directors on 7 August 2006,

Tom Sanders B.8c. {Geology) ML.S¢. (Mineral Economics) MAusIMM FAICD
Managing Direcior

Mr Sanders is a geologist will over 29 years experience in the mining industry. He graduated from the University
of Svdney in 1977 with a Bachelor of Science in Geology, and oblained a Master ol Science in Mineral Economics
in WA following part time studies in 1996, He has extensive fechnical expertise in exploration, evaluation and
mining with an emphasis on gold and nickel in Western Australia. Mr Sanders has several published works relating
Lo nickel and gold in WA, and mineralisation in the East Kimberley.

Mr Sanders i a founding director of Navigalor Resources Limiled and prior to thal worked as a consultant for a
large number of listed resource companies. He has operational experience on several underground and open pit
mines and has been responsible for or has managed a large number of exploration projects, several of which he has
followed through into production. He has been in an executive management role with Navigator since 1994,

During the past three (3) years Mr Sanders has held direclorships in the following other Hsied companies:

GVM Metal *bruary 2002 22 Seplember 2003

Dr Allan Trench B.Sc. (Hoans. Geology) Ph.D (Geophysics) M.S¢. (Mineral Economics) MBA {Oxon)
MAusIMVM
Non-Executive Director

Dr Adlan Trench s a geologisi/geophysicist and business management consuilant with over 15 years experience
within the Ausiralian resources sector across a number of commodity groups including gold, nickel, oi & gas and
LNG. Dr Trench was appointed o the Navigator Board of Directors on 14 November 2005 as Non-executive
Director,
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Allan commenced his career a$ an academic at Oxford University before moving to Australia on a Royal Society
Research Fellowship., After a period at the University of Western Australia, he joined WMC al their Kambalda
pickel and gold operalions applying geophysical methods © both exploration and underground mining
opportunitics. AHan spentl 5 years willh WMC including as Exploration Manager in the Leinstes-ML Keilh region.
He then managed a number of exploration companies associated with Joseph Guinick before joining MeKinsey &
Company as a management consultant. In his role at McKinsey, Allan advised a number of large inlernationa
FESOUTCES COMpanies on sfrategy, organisalion and operations ssues.

Allan has direct hands-on experience in managing gold assets, including spending 18 months al Australia's largesi
gold mine, the Golden Mile of Kalgoortie.

During the past three (33 years Mr Treach has held the following direclorships in other lisied companies:

Fioneer Nickel Lud 8 Seplember 2003 Current

Heron Resources Lid 8 December 2063 Current

Ian Macpherson B.Comm CA
Non-Executive Director & Company Secretary

Mr Macpherson is a gradaate from (he University of Western Australia with a Bachelor of Commerce in 1977, He
commenced his career in commerce in 1978 prior © entering the Chariered Accounting profession.  Mr
Macpherson was admitted as a partoer of the firm that became known as KMG Hungerlords in 1986, having buill
up a specialist practice in the provision of corporale and financial advice to the mining and mineral exploration
industry. In 1987 the firm merged with Arthuer Andersen & Co.

In 1990 Mr Macpherson resigned from the partnership of Arthur Andersen & Co Lo establish Ord Partners. My
Macpherson has specialised in the area of corporate advice with a particular emphasis on capilal structuring, equily
and debt raising, Corporale Affairs and Stock Exchange compliance procedures for public companies, both mining
and industrial. He has acted in the role of director and company secrelary for a number of his clienis and has been
involved in numerous asset acquisition and disposal engagements involving the preparation of detailed Information
Memorandurs, pre-acquisition review and Independent Reports. He is currently non-executive Chaismman of
Visiomed Group Limiled and Talisman Mining Lid.

Mr Macpherson is an Associate Member of the Insiitute of Chartered Accountants in Ausiralia and past member,
Executive Council of the Association of Mining Exploration Companies (WA Inc.

During the past three (3) years Mr Macpherson has held divectorships in the following other lisied companies:

Helix Resources Limited August 983 1 December 2004
Visiomed Group Eimiled 27 July 1995 Current
Presion Resources Limited 9 Marcl: 20604 22 November 2004
Talisman Resources Limited 14 September 2002 Current
Precious Metals Australia Limiled 3 March 2604 3 February 2006

Mr John Shipp ACSM {(Mining), FAusIMM, MAICD
Non-Executive Direcfor

Mr Shipp has nearly 40 years of international experience in Ausfralia, Alrica, Fifi and Europe involving open cut
and underground mining for gold and base melals.

Prior o joining the Navigaior board, Mr Shipp was President of Barrick Gold Corporation’s Australia Africa
Business Unit and was recently involved in the corporate acquisition of Placer Dome to [orm what s now the
largest gold mining company in the world. Before this be was General Manager of Australia’s biggest gold mine,
KCGM., in Kalgoorlic. This folowed a period as General Manager of the Boddingloa joint venlure, then
Australia’s second largest gold mine.

During his carcer Mr Shipp has worked in a variely of different operational environments and has experience in

_5.
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both underground and open pil mining at small and large scale. In addition he has been involved in plant design,
construction and commissioning. In recent years his direction hag been towards business development and the
delerminalion of strategic direction al corporale level.

During the past three (33 years Mr Shipp has held no directorships in other listed companies:

The abovenamed directors held office during and since he end of the linancial year except for:

*  Dr Allan Treach — appointed 14 November 2005
*  Mr Barry Bolitho — resigned 7 August 2006
*  Mr John Shipp — appoinled 7 August 2006

Principal activities

Precious and base metal explorer in Weslern Austraia.

Review of operations

Leonora Gold Projeet {100%)

Navigator’s objective al Leonora is Lo increase (the resource invenlory o T million ounces, and establish a 180,000
ounce/yr production profile. Infrastructure in the region is excellent with three established mills.

Since acquisition of the Leonora project from Sons of Owalia (Administrators Appoinied) in September 2004, the
Company has doubled the resource 10 444,000 ounces and identified two, 2km zones of gold mineralization within
its 35km-fong, Cardinia-Mertondale belt.

Navigator plans (0 invest approximately 34m on resource delineation drilling and scoping activities in e coming
year, focusing primarily on Mertoadale, where a staged 50,000m reverse circulation drilling program is in progress
Lo lest a 1.8 km zone extending south of the 80t long Mertondale 3_4 open pil {previous production 1.3mt @ 4.3
g/l Au), which has similar gold ounce per vertical metre characleristics (3,0000z/m} as the world class Sons of
Gwalia deposil in Leonora.

Reverse circulalion (RC) drilling results from the Mertondale area since Januwary 2006 (immediately south of the
Mertondale 3_4 open pit) has resulted in inlersections ol - 26m @ 4.8 gff Au, 20m @ 5.3 gft Ay, 2dm @ 4.0 git
Au, 20m @ 3.2 gft Au (incl 10m @ 4.8 g/t Aa), 13m @ 5.4 g/t Au, and 20m @ 2.8 g/t Au. Mineralisation is
dominated by a several sulphide-bearing, shear-parallel lodes, hosted by felsic porphyry or mafic schist within the
Merondate Shear Zone. The drilH resulls indicate excellent scope for significant resource extensions and for bulk or
selective high grade mining strategies in an open pit or underground mining scenario. Mineralisalion is open along
strike and at depth.

Recently announced drill results [rom the newly granied Merton’s Reward area (September 2000) inclade: - 20m @
8.1 g/t {incl 12m @ 12.8 g/t Au), 12m @ 4.5 g/t (incl 4m @ 11.3 g/t Au), 16m @ 3.6 g/t (incl 8m @ 6.7 g/t Au),
7o @ 8.7 gft, 12m @ 3.0 g/t, 8m @ 5.0 g/t {incl dm @ 9.4 g/t Au), and 12m @ 4.7 g/t (or 32Zm @ 2.8 g/t Au).
The Mertor’s Reward tenement covers the historic Merion’s Reward mine (¢1900 production 90,0001 @ 20.8 g/l Au)
and the Mertondale 2 open pil.

Driiling of the Company’s second 2km gold systemn at Cardinia has delivered a large number of shallow, high grade
gold inlersections with excellent potential Tor development. Drill inlercepts include 3m at 54.7 g/t Aa, 6m at 8.9 g/t
Au and 9m at 9.0 g/ Au. The mineralisation s flat lying and related 10 supergene envichment. Navigator plans (o
expand Lhe resource with air core drilling {concurrent with (he Merlondale RC drilling) prior to conducling deeper
drilling. I'n addition, step out drilling 1.4Kkms to the north of the Cardinia cenlre has returned intercepts of 3m af 17.2
g/t Au and 3m at 8.5 g/t Au at what is now lermed the Pelsart discovery. A 30,000m aircore drill program in the
Cardinia/Pelsart area 1s planned 10 commence in October 2000,

An interim resource upgrade is planned for the Leonora project by the end of Oclober 2006,
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East Kimberley Nickel, Platinun:, Zinc, Uraninm and Gold {160%)

Navigator has several strategic tenemenis in the East Kimberley region located along strike from recent discoveries,
and close to existing treatment Tacilities. Joint ventures with Sally Malay Explorvation Ltd and Magma Metals
Limifed (earning 70% at the Wills Creek, Eastmean and Laura River Projects) resull in free-carried upside exposure 1o
several commadiiies al no cost. Navigator refains a 38 % free-carried inferest fo decision to mine.

Changes in state of affairs

During the financial year there was no significant change in the state of affairs of the consolidated enlity other than
that referred to in the financial statements or noles thereto.

Subsequent events

There has not been any maller or circurnstance, other than that referred 10 in the financial statements or notes
thereto, thal has arisen since the end of the financial year, thal has significantly afTected, or may significantly aflect,
the operations of the consolidated entily, the results of those operalions, or the stale of affairs of the consolidated
entily in Tuture financial years.

Future developments

Navigator Resources will continue to explore ils projects in the search for economic gold and base melal deposits.
The Company will simuhaneously seek joint venture opportunities for those projects in an efTort to balance the risks
and rewards associated with exploration thereby maximizing returns (0 sharcholders.

Environmental regulations

The Company is aware of ils environmental obligalions and acts to ensure its environmenlal commilments are met.

Dividends

No dividends were paid or declared since the start of the financial year. No recommendation for the payment of
dividends has been made.

Share options

Share options granted to directors and execatives

During and since the end of the financial yvear an aggregate of share options were granted to the following directors
and execuiives of the company:

Barry Bolitho 1,060,600 Navigaior Resources Led 1,600,006
Tom Sanders 4,060,600 Navigaior Resources Led 4,006,004
[an Macpherson 1,040,600 Navigalor Resources Lud 1,606,004
Allan Trench 1,060,600 Navigaior Resources Led 1,600,006

Share options that expired/lapsed during the year

Details of options that expired are:

Navigalor Resoure 2,040,000 Ordinary 20 cents each 30 June 2006
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Share options on issue at the date of this report or exercised during the year and up to date of this report

Details of unissued shares or inler

s(s under oplion are:

avigator Resources Lt L0, Irdinary cents cach
Navigator Resources Lid 2,000,600 Ordinary 20 cents each 29 June 2047
Navigator Resources Lid 1,060,600 Ordinary 20 cents each 30 June 2008
Navigator Resources Lid 500,600 Ordinary 25 cents ecach 30 June 2008
Navigator Resources Lid 506,000 Ordinary 30 cents each 3G June 2008
Navigator Resources Lid TOHR,600 Ordinary 12 cents each 30 Naovemher 2608 (i)
Navigator Resources Lid 5,040,600 Ordinary 25 cents each 30 June 2009

(iy  Quoled options. All other options are unlisied;
(i1}  These options are only exercisable when the share price has exceeded 25 cenis for the month prior o
exercise, afler the nitial 12 month period from date of grant.

The holders of such options do not have the right, by virtue of the oplion, Lo parlicipate in any share issue or interest
issue of any other body corporate or registered scheme.

No shares were issued during the linancial year as a result of exercise of an option.

Indemnification of officers and auditors

During or since the end of the linancial year the Company has given an indemnily or enlered into an agreement to
indemaily, or paid or agreed {o pay insurance premiums as follows:

®  exeept as may be prohibited by the Corporations Act 2001 every Director and Offlicer of the Company
shall be indemnified out of the properly of the Company againsl any labilily incurred by him in his
capacity as Direclor or Officer of the Company or any related corporation in respect of any act or omission
whatsoever and howsoever oceurring or in defending any proceedings, whether civil or eriminal;

since (he beginning of the financial year the Company has paid insurance premiums of $18,688 in respect of
directors and officers liabilily and corporate reimbursement, for directors and officers in the Company. The
insurance premiums refale o
o any loss for which the directors and officers may not be legally indemnified by the Company arising
out of any claim, by reason of any wronglul act committed by them in their capacity as a director or
officer of the Company or any related corporation, first made against thern jointly or severally during
the year of insurance; and

indemailying the Company against any payment which it has made and was legally permitted to muke
arising oul of any claim, by reason of any wrongful act, committed by any director or officer in their
capacity as a director or officer of the Company or any related corporation, first made against the director
or ofTicer during the period of insurance.

The insurance policy cutlined above does ol allocate the premium paid Lo each individual officer of the Company.

Directors’ meetings

The Tollowing table sels out the number of directors’ meetings {including meelings of commiitees of directors) held
during the financial year and the number of mectings attended by each director (while they were a director or
commiltee member). During the financial year, 7 board meetings, | nomination and remuneration commiltee
meetings and 1 audil commillee meelngs were held.

Barry Bolitho 7 6 1 i i 1
Tom Sanders 7 7 2 2
lan Macphersen 7 7 2 2 i 1
Allan French 3 3 1 i

It addition o the above, 5 circular resolutions were passed by the directors.
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Directors’ shareholdings

The foHowing table sels out each direclor’s relevant interest in sharves, debentures, and riglts or oplions in shares or
debeniures of the company or a related body corporale as al the date of this report.

Barry Bolitho 58,006 2,000,000
Tom Sanders 5,609,629 5,000,000
lan Macphersen 800,000 1,050,006
Allan French 852 RE1 1,600,000

Remuneration report

Remuneration policy for directors and execittives

The Board policy lor determining emoluments is based on the principle of remuneraling Direciors and senior
executives on their abilily to add value 1o the Company (taking inlo account the Company’s siralegic plan and
operations) whilst also considering market emolument packages for similar positions wilhin the indusiry and in
consultation with external consultants. The Board appreciales the interrelalionship between this policy and
Company performance. It acknowledges that it is in the besi interests of shareholders o provide challenging but
achievable incentives 10 reward senior execatives for reaching the Company’s stated goads. The Board will discuss
these issues internally and wilh candidates prior to engaging additional direclors or seaior executives in Lthe fulure.

Direcfor and executive defaiis

The directors of Navigator Resources Ltd during the year were:

* Barry Bolitho
» Tom Sanders
* tan Macpherson

» AHan Trench
Sentor group execulive employed by Navigalor Resources Lid during the year was as follows.
» Alan Downie

Elements of director and execisfive remuaneration

Remuneration packages coniain the following key elements:

a) Primary benefits (being salary, fees, bonus and non monetary benefils)
) Post-employment benefits (being superannualion)

) Equity (being share options granted)

dy Other benelils

Tom Sanders 1s the Company’s Managing Director. The Board has approved a two year (expiring 31 December
2067y remuneration package for the Executive Direcior, comprising $144,600 per annum (nclusive of
superannuation entitlements) and reimbursement of work related expenses.

The foHowing table discloses the remuneration of the directors and executive of the Company:

Directors

Barry Bolitho 43,004 1(38,884 3,937 152,621
Tom Sanders 44,000 20,908 3737 42R.685
fan Macpherson 3,000 108,884 3737 142671
Alfan Trench 18,750 168,884 3737 138371
Executive

Alban Downie 20,0000 H3LB00 28,506 3,937 163.037

_9.
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Eiements of remuneration related fo performance

During the year the Board approved the issue of 7,000,000 options to Directors and 1,000,000 options to key
management exercisable into 8,600,000 ordinary shares in Navigator Resources Ltd. The exercise prices of options
excecded markel price of the Company’s share at lime of grant or entailed performance hurdles which reguire the
share price (0 exceed 23 cents per share prior (o exercise. The oplions can be exercised on various dales subject to
achieving hurdles where applicable and expire from 30 June 2008 to 30 Fune 2009,

Value of options issized fo directors and executive

The following table discloses the value of options granted, exercised or lapsed during the year:

Barry Bolitho 38,884 - - 18, 854 108884 71
Tom Sanders 280,918 - - 2B0,9E8 2RLUI8 66
fan Macpherson IR, B84 . . 1438, RE4 16,884 T
Allan Trench 38,884 - - 108,884 1608 HE4 83
Alan Dowsnie 28,500 - - 28,500 28,500 b7

Value of options - basis of caloulation

The foHowing factors and assumptions were used in determining the [air value of oplions at granl date:

24 November 2005 36 June 2008 3.7 | I1.5 A
24 November 2005 36 June 2008 2.9 25 I1.5 68 3.3
24 November 2003 36 June 2008 2.3 30 [1.5 68 3.3
24 November 2003 36 June 2007 3.2 i3] [1.5 {i) {1}
24 November 2005 30 November 2008 2.5 25 (ify P15 68 5.3
26 May 2006 36 June 2009 1.9 15 IR.5 G4 5.63

(i} Quoted oplons and price quoled on date of grant was 3.2 cenis per oplions.

(i1} These oplions are exercisable at 12 cenls each after the share price has been above 25 cents per share for one
month prior (0 exercise after an initial 12 month period.

Proceedings on behalf of the company

N persons have applied for feave pursvant (o section 237 of the Corporation Act 2001 (o bring, or intervene in,
proceedings on behall of Navigalor Resources Lid.

Non-audit services

There were no non-audit services performed during the year, by the audilor {or by anolher person or rm on the
audiior's behall).

- Hr-
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Auditor’s independence declaration

The auditor’s independence declaralion is included on page 12 of the [inancial report.
Signed in accordance wilth a resolulion of the directors made pursuant 1o $.298(2} of the Corporations Act 2001,

(n behalf of the Directors

Fom Sanders
Managing Director

Perth, 27 September 2000

~H -
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27 September 2006

Board of Directors

Navigator Resources Limited
Suite 2, 47 Ord Street
WEST PERTH WA 6005

Dear Sirs
RE: NAVIGATOR RESQURCGES LIMITED

In accordance with section 307C of the Corporations Act 2001, 1 am pleased to provide
the following declaration of independence {o the directors of Navigator Resources
Limited.

As Audif Director for the audit of the financial statements of Navigator Resources Limited
for the year ended 30 June 2006, | declare that to the best of my knowledge and belief,
there have been no contraventions of:

(i)  the auditor independence requirements of the Corporations Act 2001 in relation to
the audit; and

iy  any applicable code of professional conduct in relation to the audit.
Yours sincerely

STANTONS INTERNATIONAL
{Authorised Audit Company}

of Ve i

f

John Van Dieren
Director

AuNAVS400 AUt independence June 2006 signed 12 Agenber of Bussell Bedlod Charersd Accourin
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INDEPENDENT AUDIT REPORT

TO THE MEMBERS OF
NAVIGATOR RESOURCES LIMITED

SCOPE

The financial report and directors’ responsibility

The financial report comprises the income statement, balance sheet, statemeni of
changes in equily, statement of cash-flows, accompanying notes to the financial
statements, and the directors’ declaration for Navigator Rescurces Limited (the
Company) and the consolidated entity for the year ended 30 June 2006. The
consolidated entity comprises both the company and the entities it confrolled during the
year.

The directors of the Company are responsgible for the preparation and true and fair
preseniation of the financial report in accordance with the Corporations Act 2001. This
includes responsibility for the maintenance of adequate accounting records and internal
controis that are designed to prevent and detact fraud and error, and for the accounting
policies and accouniing estimates inherent in the financial report.

Audit approach

We conducted an independent audit in order to express an opinion {o the members of the
Cempany. Cur audit was conducted in accordance with Australian Auditing Standards in
order o provide reasonable assurance as to whether the financial report is free of
material misstatement. The nature of an audit is influenced by factors such as the use of
professional judgement, selective testing, the inherent limifations of internal control, and
the availability of persuasive rather than conclusive evidence. Therefore, an audit cannot
guarantee that all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report
presenis fairly, in accordance with the Corporations Act 2001, including compliance with
Accounting Standards and other mandatory financial reporting requirements in Australia,
a view which is consistent with our understanding of the Company’s and the consolidated
entity's financial position, and of their performance as represented by the resulis of their
operations and cash flows.

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

» examining, on a fest basis, information io provide evidence supporting the
amounis and disclosures in the financial report, and

» assessing the appropriateness of the accouniing policies and disclosures used
and the reasonableness of significant accounting estimates made by the directors.
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While we considered the effectiveness of management’s internal conirois over financial
reporting when determining the nature and exient of our procedures, our audit was not
designed to provide assurance on infernal controis.

INDEPENDENCE

In conducting our audit, we followed applicable independence requirements of Ausiralian
professional ethical pronouncements and the Corporations Act 2001.

AUDIT OPINION
In our opinion, the financial report of Navigator Resources Limited is in accordance with:
a) the Corporations Act 2001, including:
{iy giving a true and fair view of the Company’s and consolidated entity's financial
position as at 30 June 2006 and of their performance for the year ended on that

date; and

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

b) other mandatory professional reporting requirements in Australia.

STANTONS INTERNATIONAL
{Authorised Audit Company)

A ptins Inlocnndnns

f'/"‘ S

J P Van Dieren
Director

Perth, Western Ausiralia
27 September 2006
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Navigator Resources Lid

Threctary” declaration

Directors’ declaration

The directors declare thar:

(@)  in the directors’ opinion, there are reasonable grounds to believe thal the company will be able to pay ils
debts as and when they become due and payable;

() in the directors’ opinion, lhe attached financial statements and notes theretlo are in accordance with the
Corporations Act 2001, including compliance wilh accounting standards and giving a true and fair view of

the financial position and performance of the Company and consolidated entity; and

¢} the directors have been given the declarations required by $.295A of the Corporations Act 2001,

Signed in accordance wilth a resolulion of the directors made pursuant 1o $.295(5} of the Corporations Acl 2001,

(On behalf of the Directors

Fom Sanders
Managing Director

Perth, 27 September 2000
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Navigator Resources Lid

Ficorne statement

Income statement for the
financial year ended 30 June 2006

Consoclidated Company
2006 2005 2006 2605
Note § $ $ $
Revenue 2 242,096 71,344 239,110 69,8149
Consulling & employee benefits expense (7244110 {152,203 {644,872 {37.641)
Finance cosis {72} (608) {72} {6OR)
Depreciation and amortisation expense £24,328) {22,865} {23,130 {22,685)
Corporate expense {126,768} {115,209} {82,323) {59,448}
Occupancy expense (40,3233 {37.,686) {3,255) {11,777}
Administration expense {131,865 {78,460 {46, 888) {27.851)
Provision against recovery of loans o
the controled enlity - - {244,257 {245,316)
Loss before income fax 2 {805,671 {335,687} {805,687} {335,687}
Income tax expensefbencfit 3 - - - -
Loss attribatable fo mentbers {805,671} {335,687} {805,687} {335,687}
Loss per share:
Basic {cents per share) 15 £1.38) {081 {1.38) {0.81)
Diluied (cents per share) {1.38) {0.81} {1.38} {0.81)

Notes [0 the financial statemenis are included on pages 21 to 40,
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Navigator Resources Ld

Bualance sheet

Balance sheet

as at 30 June 2006

Current assets

Cash and cash equivalents
Trade and other receivables
Total current assets
Non~current assets

Trade and other receivables
Property, plant and equipment
Exploration, evaluation & development
Total non~current assets
Total assets

Current liabilities

Trade and other payables
Provisions

Total current fiabilities
Total liabilities

Net assets

Equity

[ssoed capital

Reserves

Accamulated losses

Total equity

Consoclidated Company
2006 2605 2606 2605
Note § $ $ $

22 5,269,956 1,415,496 5,261,576 1,398,827
o 93,898 40,445 31,249 11,996
5,363,854 1,455,941 5,312,825 1,414,823
7 81,228 71,387 2,989 865 1,136,795
3 96,451 86,158 60,250 86,158
9 4,407,614 2,702,510 1,483,075 1,381,462
4,585,293 2,866,055 4,533,194 2,604,415
9,049,147 4,321,996 9,846,019 4,015,238
14 123,833 295977 T5.723 44,219
il 68,604 38,449 13,004 3,449
101,839 354,426 88,727 47,668
191,839 354 426 88,727 47,668
9,757,308 3,967,570 9,757,292 3,967,570
12 11,648,801 5,690,381 11,648,861 5,694,381
13 636,929 - 636,929 -
i4 (2,528,482) (1,722.811) (2,528,498} (1,722.811)
9,757,308 3,967,570 9,757,292 3,967,570

Notes [0 the financial statemenis are included on pages 21 to 40,
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Statement of chanpes 10 cquity

Statement of Changes in Equity
for the financial year ended 30 June 2006

Consolidated
Atiributable to equity helders
Issued Option Accumulated Total Equity
For the year ended 30 June 2006 Cag“a' R‘*S;’""es L”ises $
Al beginning of year 5,690,381 - {(L722.811 3,967,570

Loss for the year - (B05.671}) {BO5.671)

Issue of shares 6,335,500

- - 6,335,500
[ssue of options - 636,929 - 636,929
Shares issue expenses {377.028) - - (377020
Al end of year 11,648,861 636,929 {2.528,482) 9,757,308
Atiributable to equity helders

Issued Option Accumulated Taotal Equity

For the year ended 30 June 2005 Ca';“a' R‘*S;’""es '-”s;es $
Al beginning of year 4,051,724 - {L387,124) 2,664,600
Loss for the year - - (335,687} {335,687
Issue of shares 1,765,540 - - 1,745,546
Shares issue expenses {66,883 - - {(606,883)
Al end of year 5,960,381 - (1,722,811} 3,967,570

Notes [0 the financial statemenis are included on pages 21 to 40,
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Navigator Resources Led

Statement of chanpes 10 cquity

Statement of Changes in Equity
for the financial year ended 30 June 2006

Company
Atiributable to equity helders
Issued Option Accumulated Total Equity
For the year ended 30 June 2006 Cag"a' R‘*S;’""es '-”s;es $
Al beginning of year 5,690,381 - {(L722811) 3,967,570

Loss for the year - (B05.687) {805,687

Issue of shares 6,335,500

- - 6,335,500
[ssue of options - 636,929 - 636,929
Shares issue expenses {377.028) - - (377020
Al end of year 11,648,861 636,929 {2,.528,498) 9,757,292
Attributable to equity holders

Issued Option Accumulated Total Equity

For the year ended 30 June 2005 Ca';“a' R‘*S;’""es '-”s;es $
Al beginning of year 4,051,724 - {1.387,124) 2,664,600
Loss for the year - - (335,687} {335,687
Issue of shares 1,765,540 - - 1,745,546
Shares issue expenses {66,883 - - {(606,883)
Al end of year 5,690,381 - (1,722,811} 3,967,570

Notes [0 the financial statemenis are included on pages 21 to 40,
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Navigator Resources Lid

Cash Bows statement

Cash flows statement
for the financial year ended 30 June 2006

Consolidated Company
20606 2005 2006 2005
Note $ $ $ $
Cash flows from operating activities
Receipts from customers
Payments to suppliers and employees {624,745} {332,966} {132,303} {304,848}
[nterest and other costs of finance paid {72y - {72} -
Net cash provided by/{used in) operating 224¢)
activities (624,817 {332,966} {132,375} (304,848
Cash ftows from investing activities
[nterest received 81,511 Ti344 78,525 69,819
Amounts advanced to related parties - - (2,096,472) (1,234,310
Payment for property, plant and equipment (80,257 {39,426 {12,858} (39,4263
Proceeds from sale of praperty, plant and
equipment and interests 169,066 - 169,066 -
Payment for exploration, evaluation and
development (1,624,523} (1,683,506} {46,617} {492,458}
Net cash {used in¥Yprovided by investing
activities (1,424,203} 1,651,588} 1,008,356} {1.696,375)
Cash flows from financing activities
Proceeds from issnes of equity securities 6,280,500 1,575,540 6,280,300 1,575,540
Payment for share issue costs (377,020} {66,883} {377,620 (66,8833
Net cash provided by/{used in) financing activities 5,503,480 1,508,657 5,903,480 1,508,657
Net increase/(decrease) in cash and cash
equivalents 3,854,460 {475,697) 3,862,740 {492,566}
Cash and cash equivalents at the beginning of
the financial year 1,415,496 1,891,393 1,398 827 1,891,353
Cash and cash equivalents at the end of  72()
the financial year 5,269,056 1,415,496 5,261,576 1,398,827

Notes 1o the Ainancial statemenls are included on pages 21 o 40,
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Notes to the inancial statements

Summary of accounting policies
Statement of compliance

The financial report is a general purpose financial report which has been prepared in accordance with the
Corporations Act 2004, Accounting Standards and Urgent Issues Group Interpretations, and complies with
other requirements of the law. Accounling Standards mclode Australian equivalents 10 International
Financial Reporting Standards (CA-IFRS”). Compliance with the A-IFRS ensures that the consoldated
financial statements and notes of the consolidated enlity comply with International Financial Reporting
Standards ('IFRS).

The Minancial sialements were authorised for issue by the directors on 27 September 2006.

Basis of preparation

The financial report has been prepared on the basis of historical cost, excepl for the revaluation of certain
noz-current assets and [nancial instruments. Cost is based on the fair values of the consideration given in
exchange for assets.

In the application of A-IFRS management is required to make judgments, estimates and assumplions aboul
cmrying values of assets and liabilities thal are not readily apparent [rom olher sources. The estimates and
associated assumptions are based on historical experience and various other lactors that are believed o be
reasonable under the circumsiance, the results of which form the basis of making the judgments. Actual
results may differ from these estimates.

The estimales and underlying assumplions are reviewed on an ongoing basis. Revisions o accounting
estimates are recognised n the period in which the estimate is vevised if the revision alfects only thal
period, or in the period of ihe revision and Tuture periods if the revision affecis both current and future
periods.

Judgments made by management in the application of A-IFRS that have significant effects on the financial
staternents and estimales with a significant risk of material adjustments in the next year are disclosed,
where applicable, in the relevant notes (o the financial statements.

Accounting policies are selected and appled in a manner which ensures thal the resulting financial
information satisfies the concepls of relevance and reliability, thereby ensuring that the substance of (he
underlying transactions or other events is reported.

The consolidated entity changed ifs accounting policies on 1 July 2005 o comply with A-IFRS. The
mansition o A-IFRS is accounted Tor in accordance with Accounting Standard AASB 1 “TFirst-time
Adoption of Ausiralian BEquivalents to International Financial Reporting Standards’, with 1 July 2004 as
the date of tansilion. An explanation of how the transition from superseded polcies o A-IFRS has
affecied the company’s financial posilion, financial performance and cash flows 18 discussed in note 24,

The accounling policies sel oul below have been applied in preparing (he financial statements for the year
ended 30 June 2006, the comparative information presented in these financial stalements [or the year ended
30 June 2005, and in the preparation of the opening A-IFRS balance sheet al 1 July 2004 (as disclosed in
nole 24), the entity’s date of bansition, except for the accounling policies in respect of financial
instruments.

The following significant accounting polcies have been adopted in the preparation and presentation of the
financial report:

{a} Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, cash al bank and investiments in money markel
instraments, net of ouisianding bank overdrafis.

{I} Employee benelils
Provision is made [or benefits accruing to employees in respect of wages and salaries, annual leave,
long service leave, and sick leave when it s probable thal settlement will be required and they are
capable of being measured reliably.
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Navigator Resources Led

Notes to the inancial statements

1. Summary of accounting policies {cont’d)

Provisions made in respect of employee benefits expected o be seitled within 12 months, are
measured al their nominal values using the remuneration rale expectled o apply at the time of
serlement.

Provisions made in respect of employee benelits which are not expected to be settled within 12
months are measured as the present value of the estimaled foture cash owtliows to be made by the
entity in respect of services provided by employees ap to reporting date.

Financial assets

Investments are recognised and derecognised on rade date where purchase or sale of an investment is
under a contracl whose lerms require delivery of the investment within the tmelrame established by
the markel concerned, and are initially measured at fair value, nel of transaction costs.

Subseqguent to inilial recognition, investments in subsidiaries are measured al cost.

Osher fmancial assels are classified into the following specified categories: financial assets ‘at fair
value through profit or loss’, ‘held-to-malurily’ investments, ‘available-Tor-sale’ financial assets, and
loans and receivables’. The classification depends on the nature and purpose of the financial assets
and is determined al the time of initial recognition.

Financial assets at {air value through profit or loss

The consolidated entity classifies cerfain shares and options as financial assets al [air value through
profil or loss. Financial assets beld for trading purposes are classified as current assets and are stated
al fair value, with any resullant gain or loss recognised in profil or loss. Fair value is delermined in the
manner described iz note 23,

Loans and receivables
Trade receivables, loans, and other receivables are recorded at amortised cost less impairment.

Financial instruments issued by the company

Bebt and eguity instruments

Debt and equity instruments are classified as either liabilities or as equily in accordance wilh the
substance of (he coniractual arrangement.

Transaction costs on the issue of equity instruments

Transaction costs avising on the issue of equily instruments are recognised directly in equity as a
reduction of the proceeds of the equily instruments o which the costs relate. Transaction costs are the
costs Lhat are incurred directly in connection with the issue of those equity nstruments and which
would not have been incurred had those insiruments nol been issued.

Goods and services tax
Revenues, expenses and assels are recognised net of the amount of goods and services tax (GST),
excepl:

i.  where the amount of GST incurred is nof recoverable from the taxalion authorily, it is recognised
a$ parl of the cost of acquisition of an assel or as part of an ilem of expense; or
ii.  for receivables and payables which are recognised inclusive of GST.

The nel amount of GST recoverable from, or payable to, the taxation authority 1s included as part of
receivables or payables.

Cash flows are included in the cash flows stalement on a gross basis. The GST component of cash
flows arising Trom investing and financing aclivities which is recoverable from, or payable to, the
taxation authorily is classified as operating cash flows.




Navigator Resources Led

Notes to the inancial statements

1. Summary of accounting policies {cont’d)

()

fmpairment of assels

At each reporting date, the consolidated entily reviews the carrying amounts of ifs tangible and
intangible assets Lo determine whether there is any indication thal those assels have suffered an
imparrment loss. If any such indication exists, the recoverable amount of the asset is estimated in
order (¢ determine (he extent of the impairment loss (il any). Where the assel does not generale cash
flows that are independent from other assets, the consolidaied enlity estimates the recoverable amount
of the cash-generaling unit to which the assel beloags.

Iniangible assets with indefinite useful lives and inlangible assets nol yel available for use are tested
for impairment annually and whenever there is an indication that the assel may be impaired.

Recoverable amount is the higher of fair value less costs o sell and value in use. In assessing value in
use, the estimaled [uture cash Mows are discounted fo their present value using a pre-tax discount rate
thal reflects current market assessments of the time value of money and the risks specific (o the asset
for which the estimates of Tuture cash [fows have not been adjusied.

If the recoverable amount of an assel (or cash-generaling unit) is estimated to be less than its carrying
amount, the carrying amount of the assel {cash-generating unit} s reduced 1 18 recoverable amount.
An impairment loss is recognised in profit or loss immediately, unless the relevant assel is carried at
fair value, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carryving amount of the asset {cash-generating
unil} is increased to the revised estimate of i1s recoverable amount, but oaly 10 the extent that the
increased carrying amount does nol exceed the carrying amount that would have been determined had
ne impairment loss been recognised for the assel {cash-generating unit) in prior years. A reversal of an
impairment loss is recognised in profit or loss immediately, unless the relevant asset is carried al fair
value, in which case the reversal of the impairment {oss is treated as a revalualion increase.

income tax

Current tax

Current 1ax is calculated by reference 10 the amount of income 1axes payable or recoverable in respect
of the laxable profit or ax loss for the period. 1t is calculated using lax rates and (ax laws that have
been enacled or substantively enacled by reporting date. Current lax for current and prior periods is
recognised as a liability (or assel) o the extent that it is unpaid {or refundable).

Daferred tax

DPeferred tax is accounted for using (he comprehensive balance sheel liability method in respect of
wemporary differences arising from differences between the carrying amount of assels and liabiliiies in
the lnancial statements and the corresponding lax base of those itemns.

In principle, deferred lax liabilities are recognised for all (axable temporary differences. Deferred lax
assels are recognised 1o the extent that il is probable thal sufficient taxable amounts will be available
against which deduciible temporary differences or unused tax losses and (ax offsets can be utilised.
However, deferred lax assels and liabilities are nol recognised if the temporary differences giving rise
to them arise from the inilial recognition of assets and liabilities {other than as a vesult of a business
combination} which affects neither laxable income nor accounling profil. Furthermore, a deferred tax
lizbilily is not recognised in relation 1o taxable lemporary differences arising from goodwilll

Deferred tax liabilities are recognised Tor taxable temporary differences arising on mvesiments in
subsidiaries, branches, associates and joint ventures except where the entily is able to control the
reversal of the femporary differences and it is probable that the lempovary differences will not reverse
in the foresecable Tuture. Deferred 1ax assets arising from deductible lemporary differences associated
wilh these investments and inlerests are only recognised to the extent thal it is probable that there will
be sufficient taxable profiis against which to utilise the benefits of the temporary difTerences and they
are expecied to reverse in the foresecable future.

Deferred tax assets and Habiliies are measured at the lax rates that are expected 10 apply o the
period(s) when the assel and liability giving rise 10 them are realised or settied, based on lax rates (and
tax laws) thal have been enacled or substaniively enacted by reporting date. The measuremnent of
delerred tax lrabilities and assets reflects Lhe lax consequences that would follow from the manner in
whicl: the entity expects, at the reporting date, 10 recover or seltle the carrying amount of ifs assels and
lizhilities.
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Notes to the inancial statements

1. Summary of accounting policies (cont’d)

Deferred tax assets and liabilities are offset when they relale 1o income taxes levied by the same
taxation authorily and the entity infends (o settle its current lax assets and liabilities on a net basis.

Current and deferred tax for the period

Current and deferved Lax 18 recognised as an expense or income i the income stafement, excepl when
it relates 1o ilems credited or debited direetly to equily, in which case the deferred lax is also
recognised directly in equity, or where it arises from the initial accounting for a business combination,
in which case il is laken into accouni in the determination of goodwill or excess.

Tax consolidation

The company and all its wholly-owned Australian resident enlities are part of a ax-consolidated
group under Australian taxalion law. Navigator Resources Lwd is the head entily in the lax-
consoldated group. Tax expensefincome, deferred 1ax Habilities and deferred tax assets arising from
temporary dilferences of the members of the tax-consolidaled group are recognised in the separate
financial statements of the members of the tax-consolidated group using the “separate taxpayer wilhin
group’ approach. Current tax liabilities and assets and deferred 1ax assets arising from unused lax
losses and 1ax credits of the members of the tax-consolidaled group are recognised by the company (as
head entily in the tax-consolidated group).

Amounls are recognised as payable 1o or receivable by the company and each member of the group in
relation to the (ax contrtbution amounts paid or payable between the pareni enlity and the other
members of the lax-consolidated group as and when they arise.

intangible assets

Exploration and Evaluation Expenditure

Exploration, evaluation and development expenditure incurred may be accumulaled in respect of each
wdenlifiable area of interest. These cosls are carried forward only if they relale to an area of inferest
Tor which rights of lenure are current and in respect of which:

(i} such costs are expected o be recouped through successTul development and exploilation or
from sale of the area; or

(31} exploration and evaluation activities in the area have not, al balance date, reached a siage
which permil a reasonable assessment of the exisience or otherwise of economically
recoverable reserves, and active operations i, or relating Lo, the area are continuing.

Accumulated costs in respect of areas of inlerest which are abandoned are written ofT in full against
profit in the year in which the decision o abandon the area is made. A regular review is underiaken of
each area of nterest to delermine the appropriateness of continuing to carry forward costs in relalion
Lo thal area of interest.

Notwilhstanding the Tact that a decision nof to abandon an area of interest has been made, based on
the above, the exploration and evalualion expenditure in relation to an area may stll be wrilten off if
considered appropriate 10 do so.

Joint ventures

Jointly controlled assets and operations

Inierests in jointly controlled assels and operations are reported in the [inancial statements by
including the entity’s share of assels employed in the joinl ventures, the share of liabilities incurred in
relation 1o the joint ventures and the share of any expenses incuired in relation to the joint ventlures in
their respective classificalion categories.

Jointly controlied entities
Inierests in joinily controlled entities are accounted [or under the equily method in the financial
statements and the cost method in the company financial sialements.

Operating cycle
The operating cycle of the enlity coincides with the annual reporting cycle.

Trade and other payables
Trade payables and other accounts payable are recognised when the enlity becomes obliged to make
fulure payments resulling from the purchase of soods and services.
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Notes to the inancial statements

1.

Summary of accounting policies {cont’d)

(

(m)

Presentation currency
The enlity operates enlirely wilhin Australia and the presentation currency is Australian doHars.

Principtes of consolidation

The consolidated financial statements are prepared by combining the financial statemnents of all the
entities thal comprise (he consolidated entily, being the company (lhe parvent euntity) and itg
subsidiaries as defined in Accounting Standard AASE 127 ‘Consolidated and Separate Financial
Statements”. A lisl of subsidiaries appears in nole 18 to the [(inancial stalements. Consistent
accounting policies are employed in the preparalion and presenialion of the consolidaled financial
statements.

Om acquisition, the assets, liabilities and contingent liabilities of a subsidiary are measured at their fair
values at the date of acquisilion. Any excess of the cost of acquisition over the fair values of the
identifiable nel assels acquired is recognised as goodwill. I, after reassessment, the fair valoes of the
identifiable nel assets acquired exceeds the cost of acquisition, the deficiency is crediled to profit and
loss in the period of acquisition.

The nierest of minorily sharebolders s stated at the minority’s proportion of the Tair values of the
assels and lisbilities recognised.

The consolidated financial stalements include the information and results of each subsidiary [rom the
date on which the company oblains control and until such lime as the company ceases o control such
enlity.

In preparing the consolidated [lnancial statements, all intercompany balances and transactions, and
unrealised profiis arising within the consolidaled entity are eliminated in full.

Plant and equipment
Plant and eguipmenl ave slated al cosl less aceumulaled depreciation and impairment. Cost includes
expenditure that is directly atfributable to (he acquisition of the item.

Depreciation is provided on plant and equipment. Depreciation is calenlated on a straight line basis so
as to write off the nel cost or other revalued amount of cach assel over its expected useful life (o ifs
eslimaled residual value. Leaschold improvements are depreciated over the period of the lease or
eslimated useful life, whichever is the shorter, using the straight line method. The estimated uselul
lives, vesidual values and depreciation method is reviewed al the end of each annual reporting period.

The following estimated vseful lives are used in the caleulation of depreciation:

Classes of fixed asset Depreciation rate (%)
* Office furniture and equipment 7.5 -40.0

A Eixploration equipment 4.8-206.0
Provisions

Provisions are recognised when the consolidated entily has a present obHgation, the future sacrifice of
econcmic benefits is probable, and the amount of the provision can be measured reliably.

The amount recognised as a provision % Lthe best estimate of the consideration reguired to seltle the
present obligation al reporting date, taking into account the risks and uncertainties surrounding the
obligation. Where a provision is measured uosing the cashflows estimated o selle the present
obligation, ils carrying amount is the present value of those cashflows.

When some or all of the economic benefils required 10 settle a provision are expected to be recovered
from a ihird parly, the receivable 1s recognised as an asset if i s virmally cerlain that recovery will be
received and the amounl of the receivable can be measured reliably.

Heceivables
Trade and other receivables are recorded al amounts due less any allowance for doubtful detrs.
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Notes to the inancial statements

1. Summary of accounting policies {cont’d)

{a}

Revenue recognition

Dividend and inferast revenue

Prividend revenue is recognised on a receivable basis. Interesl revenue is recognised on a lime
proportionale basis thal lakes into account the effective yield on the lnancial assel.

Share-based payments

Equity-settied share-based payments granted afler 7 Noversber 2002 that were unvested as of 1
January 2005, are measured at fair value at the date of grant. Fair value is measured by use of the
Black and Scholes model. The expecled life used in the model has been adjusted, based on
management’s best estimate, for the effects of non-transferabilily, exercise resfrictions, and
behavioural consideralions.

The Tair value delermined at the grant date of the equily-settied share-based payments is expensed on
a siraight-line basis over the vesling period, based on the entily’s estimate of shares that will
eventually vest

For cash-settled share-based payments, a Hability equal (o the portion of the goods or services
received 15 recognised at the current Tair value determined at each reporting date.

Comparative information ~ financial instruments

The entily hag elected nol 1o restate comparative informalion for financial instruments within the
scope of Accounting Standards AASB 132 ‘Financiad Instruments: Disclosure and Presentation’ and
AASB 139 “Financial Instruments: Recognition and Measurement’, as permitted on the first-time
adoption ol A-IFRS.

The accounting pelicies applied to accounting for financial instruments in the current (inancial year
are delailed above. The following accounling policies were applied to accounting for financial
instruments in the comparative fnancial year:

{a} Trade and other payables
Trade payables and other accounts payable are recognised when the enlity becomes obliged to make
fulure payments resuliing from the purchase of soods and services.

{b} Financial instruments issued by the company
Bebt and eguity instruments

Debt and equity instruments are classified as either liabilities or as equily in accordance wilh the
substance of the coniractual armangement.

Transaction costs on the issue of equity instruments

Transaction costs avising on the issue of equily instruments are recognised directly in equity as a
reduction of the proceeds of the equily instruments o which the costs relate. Transaclion costs are the
costs Lhat are incurred directly in connection with the issue of those equity nstruments and which
would not have been incurred had those insiruments nol been issued.

Interest and dividends

Inierest and dividends are classified as expenses or as distributions of profit consistent with the
balance sheel classification of the relaled debt or equily instruments or component parts of compound
instruments.

{c} Trade and other receivables
Trade receivables and other receivables are recorded at amounts due less any allowance Tor doubtlul
debis.

Effect of changing the accounting policies for financial instruments

There was no effect as a resull of changes in the accounting policies for financial instraments on the
balance sheet as at 1 July 2604, 30 Fune 2005 and 36 June 2006,
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Notes to the inancial statements

1. Summary of accounting policies {cont’d)

()

Critical accounting estimates and judgements

The directors evaluate estimates and judgments incorporated into the financial report based on
historical knowledge and best available current information. Estimates assume a reasonable
expectation of future evenls and are based on cwrirent trends and economic data, oblained both
externally and within the group.

Key estimates — Impeairment

The group assesses impairment al each reporting dale by evaluating conditions specific to the group
that may lead 10 impairment of assels. Where an impairment rigger exists, lhe recoverable amount of
the asset is determined. No impairment has been recognised in respeci of exploration and evalualion
for the year ended 30 June 2006.

— share based payiments
One of the inputs into the oplion valuation model is volatility of the underlying share price which is
estimated on the [wo year history of (he share price and has been estimated at approximately 160%.

Vesting lerms for oplions have alse been estimated by Directors as being a two year period for
options sranted bul subject to a condifional event, being the share price reaching 25 cenls per share.

Key judpments — doubtful debts provision

The directors helieve that the intercompany loan from Navigator Resources Lid 1o Mazzell Poy Lid is
ultimately recoverable bul only in the long lerm and have therefore provided for the full amount as at
38 June 2006.

Consolidated Company
2006 2605 2606 2005
$ $ $ $
2. Loss from operations
Revenue
Interest revenue: 81,511 71.344 78,525 69,810
Sale of interests in projects 160,585 - 160,585 -
Loss before income {fax
Loss before income tax has been arrived al afler
charging the following expenses. The line items
below combing amounis attributable to both
continuing  operations  and  discontinued
operations:
Loss on salefiransfer of assels 7,155 1.514 7,155 1.914
Finance cosls:
Other interest expense 72 - 12 -
Tolal inlerest expense 12 - 12 -
Depreciation of non-curreat assets:
Exploration equipment 8201 9,374 8,041 9.374
Office furniture and equipment 15,127 13,491 15127 13491
Operating lease rental expenses:
Minimum lease payments 29,433 44,823 2,350 26,305

Employee benefit expense:

Post employmeni benefis:
Defined contribulion plans 37.036 13,452 18,421 2,026

Share-based payments:
Eguity settied share-based payments 636,529 - 636,929 -
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Consolidated Company
2006 2605 20086 2005
$ $ $ $
Income tax
(a) Income tax recognised in profit or loss
Tax expense/{income) comprises:
Current [ax expense/(income) - - - -
Delerred tax expense/{income) relating Lo
the origination and reversal of femporary
differences - - - -
Total tax expense/{income} - - - -
The prima facie income fax expense on pre-tax
accounling loss [rom operations reconciles 1o Lthe
income lax expense in the financial slalemenis
as follows:
Loss from operations {805,671 (335,687 {805,687) {335,087}
Income tax expense calculated at 309% (241,701 (100,706} {241,7006) (106,700}
Income acernal {3,491 - {3,451) -
Provisions TA05 {1,892} 7.405 {1,892}
Capital raising cosl 1,012 940 1,012 940
Capitalised exploration expendilure {48.357) {47,857} {48,557 {47857
Loan write down {511,531} (810,753} (511,531} (810,753}
Options expensed 7327 - 13,271 -
Unused tax  losses not recognised  as
deferred lax assels 191,679 960,268 191,079 960,268
Other 532,507 - 332,512 -

Income tax atfributable to operating loss -

The fax rate wsed in the sbove reconciliation s the corporate lax rate of 30% payable by Australian
corporale enlities on laxable profits under Australian lax law. There has been no change in the corporale tax

rate when compared with the previous reporting period.

Taxable and deductible lemporary differences arise from the following:

Consolidated Company
2006 2005 2006 2005
$ $ $ $

Unrecognised deferred tax balances
The following delerred Lax assets have not been
brought (0 account as assets:
Tax losses — revenue 1745966 1213459 E745,971 1,213,459
Tax losses — capilal - - - -
Receivables {3,491 - £3,491) -
Exploration, evaluation and developmenl (1,322,284  (R14,753) {1,322.284y (810,753
Fayables and provisions 28,401 17,534 28,4401 17.534
Share issue expenses 146,368 81,818 146,368 81,818

586,960 502,058 586,965 532,058

Fax consolidation

Relevance of tax consgolidation to the consolidated entity

The company and ils wholly-owned Australian resident entities have formed a tax-consolidaied group with
effect Trom 1 July 2003 and are therefore taxed as a single entity from that dale. The head entity within the
lax-consolidated group is Navigator Resources Ltd. The members of the tax-consolidated group are

ideniified at note 18,
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Key management personnel remuneration
The directors of Navigalor Resources Lid during the year were:

Barry Bolitho
Tom Sanders
lan Macpherson
Allan Trench

* % % %

The specified execulive of Navigator Resources Lid during the year:
*  Alan Downie

{a} Key management personnef remuneration

The Board policy for determining emoluments is based on the principle of remuneraling Direciors and seaior
execulives on their ability to add value 10 the Company (taking into account the Company’s stralegic plan and
operations) whilst also considering market emoelument packages for similar positions within the industry and
in consultation with external consultants. The Board appreciates the inierrelationship between this policy and
Company performance. bt acknowledges that it is in the best interests of sharcholders o provide challenging
but achievable incentives 10 reward sentor executives for reaching the Company’s stated goals. The Board will
discuss hese issues internally and with candidates prior 1o engaging additional directors or senior execulives
in the fulure.

Barry Bolithe 4008 - - 18,884 3,737 52,621
Fom Sanders E44,000 - - - - - 280,918 3,737 428,655
[an Macpherson FO000 - - - - - 108,884 3,737 142,621
Allan Trench 18,750 - - - - 38,884 3,737 131,371
Alan Downie 120000 - - H3LE00 - - 28,506 3,737 113,037
Total 352,756 - - H3LE00 - - 636,470 FR.085 1,081,305

(i) Directors and officers hability insurance.

Tom Sanders is the Company’s Managing Divector. The Board has approved a two year (expiring 31
December 2007) remuneration package for the Executive Director, comprising $144,000 per annum (inclusive
of superannuation entitlernents) and reimbursement of work refaled expenses.

During the vear the Board approved the issue of 8,000,000 options exercisable into 8,000,000 ordinary shares
in Navigator Resources Lid al varying exercise prices. The options can be exercised on or belore 30 June 2008
to 30 June 2009,

Barry Bolitho 24,000 - - 3.559 27,559
Fomn Sanders 142,708 - - - - - 37.502 FRO21G
[z Macpherson 18,0006 - - - - - 61,180 T ARG
Simon Coxhell 2R - - - - - - F28,41 8
Alan Downie 000 - - 2,700 - - - - 33,70}
Total 343,19 - - 2,700 - - - 85,4939 448 0641

The following share d payment were made during the period:

30 June 2608 1,000,000 12 December 2005 30 June 2008 20 cents each (.037
30 June 2608 500,006 12 December 2005 30 June 2008 25 cents each (.029
30 June 2608 500,006 12 December 2005 30 June 2008 30 cents each (0023
30 June 2007 (listed) 500,006 12 December 2008 30 June 20077 20 cents each (.032
30 November 2008 (1) 500,006 12 December 2005 30 November 2008 12 cents each (0.025
30 June 2609 5,000,000 T Tune 2006 30 June 2009 25 cents each (.19

_29 -



Navigator Resources Led

Notes to the inancial statements

4.

Key management personnel remuneration (cont’d)

{iy Dxercisable al 12 cents once the share price has exceeded 25 cents per share for one month prior o
exercise, after the first 12 months afler date of grant.

The fair value of the share oplions granted during the financial year s $636,929 ¢2005: SNil). Options were
priced using a Black and Scholes model. The expected life used in the model bas not been adjusted. Expecled
volatility is based on the movement of the underlying share price around ils average price over the previous 24
months. No allowance has been made for (he effects of early exercise.

i i

f

Exercise price 203, 25 & 30 Cents 20 cents 25 cents 25 cents
Expected volatility G8%: {1} G{0%%: U9
Option Life 2.5 years (i} 3 years P18 days
Dividend yield Wit {1 Wit Wit
Risk-free interest rate 53 {i} 5.3 5.63%

{1y These are listed options and had a quoted price of 3.2 cents per oplion al date of grani.

The Tollowing reconciles the outstanding share oplions granted to key management personnel at the
beginning and end of the financial year:

20606 2005
Number of Exercise Number of Exercise
oplions pr;ce options pr;ce
Ralance at beginning of the financial year 4,200,000 0.20 5,200,600 0.20
Resignation of Director - - (1,000,000 .20
Granted during the financial year £.600.000 - - -
Fxpired during the financial year (2,000,000 (.20 - -
Balance at end of the financial year 103,200,000 {.228 4,206,000 06.20
Fxercisable at end of the financial year 9,760,000 .234 4,200,000 06.20

{ii} Balance at end of the financial year

The share options outslanding al the end of the financial year had weighted average exercise price of $0.228
and & weighted average remaining contraciual 1ife of 2.23 years.

Consolidated Company
2006 2005 2006 2005
§ $ $ $
Remuneration of auditors
Audil or review of the financial report 20,115 13,019 28,115 10,019
20,115 HL019 20,115 10,019

The auditor of Navigator Resources Lid s Stantons International.

Consoclidated Company
2006 2005 2006 20065
$ § $ $
Current trade and other receivables
Other deblors 51,249 28,449 29,638 -
Prepaymeni and accerued income 42.469 11,996 21.591 11,956
93,868 40,445 51,249 11,996
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7.

Non-current trade and other receivables

Loans Lo subsidiary
Provision Tor loans to subsidiary

Other debtors

Property, plant and equipment

Gross carrying amount
Balance at | July 2004
Additions

[Hsposals

Balance at 1 July 2005
Additions

[Hsposals

Balanice at 30 June 2006

Accumuiated depreciation/
amortisation and impairmeni
Balance at | July 2004
[epreciation expense

Balance at 1 July 2005
[epreciation expense

[posals

Balance at 30 June 2006

Net book value
As at 30 June 2005
As at 30 June 2006

Gross carrying amount
Balance at | July 2004
Additions

[isposals

Balance at 1 July 2005
Additions

[Hsposals

Balance at 30 June 2006

Accumuiated depreciation/
amortisation and impairmeni
Balance at | July 2004
[epreciation expense

Balance at 1 July 2005
[epreciation expense

[Hsposals

Balance at 30 June 2006

Net book value
As at 30 June 2005
As at 30 June 2006

- 3A460,782  1,364310
- (480573 (245.316)

81,228

- 2971209 1118994
71,387 18,656 17.801

81,228

71,387 2,980,865 1,136,795

57.486 32,035 89,525
5,853 33.573 39,426
(1.914) . (1.914)
61,425 65.612 127,037
12,113 38,144 50,257

. (21007 (21097
73,538 82,659 156,197
12,436 5,378 18,014
13.491 9,374 22,865
25,927 14,952 41,879
15.127 9201 24,328

. (5,461 (5.461)
41,084 18,692 59,746
35,484 50660 86,158
32,484 63,967 96,451

57.486 32034 89,525
5,853 33.573 39,426
(1.914) . (1.914)
61,425 65.612 127,037
12,113 743 12,858

. (21097 (21097
73,538 45,260 118,798
12,436 5,378 18,014
13.491 9,374 22,865
25927 14,952 41,879
15.127 £.003 23,130

. (5,461 (5.461)
41,084 17.494 58,548
35,498 30660 86,158
32,484 27,766 60,250
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8. Property, plant and equipment (cont’d)

10.

11.

12.

Aggregale depreciaiion allocated, whether
recognised as an expense or capilalised as part of the
cmrying amount of other assels during the year:

Office furniture and equipment
Exploration equipment

Exploration, evaluation and development
Carried Torward expendilure
Capitalised during the year

Balance al end of year

Current trade and other payables
TFrade payables (1)
Other

Consoclidated Company
2006 2005 2006 2005
3 $ 3 $
15,127 13,491 15,127 13,491
9,201 9,374 8,003 9,374
24,328 22,865 23,130 22,865
2,702,510 889,004 1,381,462 289,004
1,705,104 1,813,506 141,617 492 458
4407614 2702514 1AR3Z079 1,381,462
84,947 274,351 36,835 28,105
38,888 21,626 3B8,888 24,114
123,835 295,977 75,723 44,219

(1} The average credit period on purchases of goods and services is 30 days. No interest is charged on
the trade payables for the first 30 to 60 days from the dale of the invoice. Therealler, interest is
charged at various penalty rates. The consolidated entily has financial risk managemeni policies in
place 1o ensure that all payables are paid within the credil timeframe.

Current provisions
Provision for rehabilitation
Employee benefits

Issued capital

92,297,934 fully paid ordinary shares
(2005: 49,292,934)

55,000 55,000 - -

13,004 3,445 13,004 3,449

68,004 58.446 13.004 3.449
11,648,861 5,690,381 11,648,861 5,650,381
11,648,861 5,690,381 11,648,861 5,690,381

Changes to the then Corporations Law abolished the authorised capital and par valae concepl in relation to
share capital from 1 July 1998, Therefore, the company does not have a limiled amount of authorised capital

and issued shares do nol have a par value.
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12 Issued capital (cont’d)
2606 20605
No. $ No. 3

Fully paid ordinary shares

Balance at beginning of financial year 49,292,934 5,690,381 35,163,434 4,051,724
Leonora acquisifion — 24 September 2004 - - 1,800,080 130,800
Placement — 9 December 2004 - - 6,704,000 804,000
Placement — 6 April 2005 - - 6,429,500 Ti1,540
Share Parchase Plan — 12 December 2005 5,405,000 904,560 - -
Placement - 4 January 20006 4,506,000 456,000 - -
Tenement acquisition — 19 May 20006 (1) 560,004 55,040 - -
Placement — 7 June 2606 25,600,000 4,934,000 - -
Share issue costs - {377.020) - {(60,883)
Balance at end of financial year 02,297,034 11,648,861 46,202,034 5,680,381

Fully paid ordinary shares carry one vote per share and carry the right (o dividends.

(i}  The fair value was determined by reference to the trading price of the shares at the ime of negotialing
the acquisilion.

Consolidated Company
20066 2005 2006 2005
$ $ $ $
13. Reserves

Option reserve 636,926 - 636,929 -

636,929 - 636,926 -
Optlion reserves
Batance at beginning of linancial year - - - -
Incentive options — 12 December 2005 92,508 - 52,509 -
Directors options — 7 June 2006 544,420 - 544,420 -
Balance at end of lnancial year 636,925 - 636,529 -

Share oplions
As at 30 June 2006, oplons over 28,850,000 ordinary shares in aggregale are 8 lollows:

Share options on issae at year end or exercised during the vear

Details of unissued shares or inler under oplion are

Navigator Resources Lid 19,150,000 Ovdinary 30 June 2047
Navigator Resources Lid 2,000,000 Ordinary 20 cents each 29 June 2047
Navigator Resources Lid 1,060,000 Ordinary 20 cents each 30 June 2008
Navigator Resources Lid 560,000 Ordinary 25 cents each 30 June 2008
Navigator Resources Lid 560,000 Ordinary 30 cents each 30 June 2008
Navigator Resources Lid 160,000 Ordinary 12 cents each 30 June 2008
Navigator Resources Lid 5,000,000 Ordinary 25 cents each 30 June 2009

The 19,150,600 30 June 2007 oplions are quoted options. All the other share options are unfisied oplions, carry no

rights to dividends and no voting rights.

During the year 2,600,000 unlisied oplonss with an exercise price of 20 cenls each and exercisable on or before

30 June 2006 expired.
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14.

15.

16.

Consolidated Company
2006 2005 2606 2605
§ $ $ $

Accumulated losses
Balance at beginning of lnancial year (1,722,811} {1.387,124) {1,722,811) {1,387,124)
Loss attributable to members of the parent
entily {805,671} {335.687) {805,687} {335.687)
Batance at end of lnancial year {2,528 482y (1,722,811 {2,528,498) (1,722,811}
Loss per share Consolidated

2006 20605

cenis cents
Basic loss per share:
From continuing operations {1.38) {811
TFotal basic loss per share {1.38) (.81

Basic earnings/(loss) per share
The earnings and weighted average number of ordinary shares used in the caleulation of basic earnings per
share are as follows:

2006 2005
$ $
(Loss) for the year {8035.671) {335,687)
2006 2005
No. No.
Weighted average number of ordinary shares for the purposes of basic loss
per share 38,294,304 41,663,764

Dilisfed earaings/{loss) per share

The diluted earnings per share is not disclosed as the resull is anti-dilulive in nature.

Commitments for expenditure

{a) Exploration expenditure commitments
In order to mainiain currenl rights of fenure to exploration tenemenis, the Company is required to
perform minimum exploration work 10 meel the minimum expenditure requirements specified by various
State governments. These obligalions are nol provided for in the financial report and are payable:

Consolidated Company
2006 2005 2006 20605
$ $ $ $

Not longer than 1 year 1,049,535 1,189,450 143,642 291,681
Longer than | year and not longer than
5 years 2,465,131 3,568,350 83,464 875,043
Longer than 5 years 928,255 - - -

4,442,921 4,757,800 227,186 1,166,724

If the Company decides o relinquish cerlain leases andfor does not meel these obligations, assets
recognised in the balance sheet may require reéview to determine the approprialeness of carrying values.
The sale, transfer or farm-out of exploration rights to third parties will reduce or extinguish these
obligalions.
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16. Commitments for expenditure (cont’d)

{b) Lease commitments
Non-cancellable operaling lease commilments not provided for in the financial staterments:

Consoclidated Company
2006 2005 2006 2005
$ $ $ $
Within a year 30,480 51,733 30,480 31,733
One year or laler and no laler than five
years 6,978 9.547 6,978 9,547
37458 61,280 37458 61,280

17. Contingent liabilities and contingent assets

I the opinion of the directors, there are ne contingent Habilities as at 30 June 2606 and none were incurred
in the inlerval between Lhe yvear end and the dale of this financial report.

Parenl entily:

Navigator Resources Lid (i) Australia
Subsidiaries:
Mazzelli Holdings Pty Lid Australia 100%; 106%;

(i} Navigator Resources Lid is the head entily within the tax consolidated group. All the companies are
members of the lax consolidation group.

19. Segment information

The Company operates predominantly in ose geographical segment, being Weslern Australia, and in one
industry, mineral mining and exploration.

20. Related party disclosures
{a) Equity inferests in related parties
Equity interesls in subsidiaries
Details of the percentage of ordinary shares held in subsidiaries are disclosed in note 18 to the financial
statements.
(b} Key management personnef remuneration

DPetails of key management personnel remuneration are disclosed in note 4 to the linancial statements.

_35 .



Navigator Resources Led

Notes to the inancial statements

20. Related party disclosures (cont’d)

{c}) Key management personnel equity holdings

Fully paid ordinary shares of Navigator Resources Lid

Direciors

Barry Bolitho 56,006 - - - 59,006

Tom Sanders 5,399,629 - - 210,004 5,609,029

fan Macpherson 506,600 - - 360,006 840,000

Allan Trench - - - 052,881 952,881
5,958,035 - - 1,462,881 7420916

Share options of Navigator Resources Lid

Directors

Barry Bolitho OGERGEG 1,000,000 - - 2000000 2,006,000 - 2000000 LO00DO0
Tom Sanders FO00000 4,000,000 - (20000 5003000 5,000,000 - 5000000 4000000
lagr Macpherson 200,000 1,000,000 - {1A0000F  LOSOO00 LOSH000 - 150000 00000
Alkan Trench - LOBEROGG - - LOOOLO00 LOGEO00 - 1OBGOOD EO00.000
Key management

personnel

Alan Downie - 10000 - - BOOLG0O0 S00.0060 - SO0L000 SO0,00

4200000 8000000 - (2500007 10050000 9,550,000 - SSS0000 7.500,000

Puring the financial year, no optonss were exercised by directors for ordinary shares in Navigator
Resources Lid.

Further details of the share options granted during the financial year is contained in notes 4 to the financial

staterments.
Consolidated
2006 2005
$ $
{d} Other transactions with directors
The loss from operations nclodes the following ilems of revenue and
expense that resulted [rom ransaclions other than remuneration, loans or
equity holdings, wiih directors or their personally-related entities:
Exploration expenditure (1) 39,760 31,2060
Consultancy {2} 73,435 61,180
Motor vehicle expendilure exploration (3) 1,742 6,302
Travelling (4} 2,291 3,559
Tolal recognised as expenses 117,228 142,241

{1) Salaries and wages to related parties of Tom Sanders.

{2} Fees for company secrelarial services to an entily associated wilh Fan Macpherson.
{3} Hire by company of Tom Sanders personal vehicle.

{4} Reimbursemeni of travel expenses to Barry Bolitho.
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20.

21.

22,

Related party disclosures (cont’d)

{e} Transactions with other refated parties

Other related parties include:

the parenl entily;

entilies wilh joint control or significant influence over the consolidated entity;
associates;

joint ventures in which the entity is a venturer;

subsidiaries;

Tormer key management personnel; and

other related parties.

* % & & & & @

Amounls recetvable from and payable o these relaled parties are disclosed in note 7 10 the [inancia
staternents. All loans advanced o and payable to relaled parfies are unsecured and subordinate to other
liabilities. No inlerest 15 charged. During the (inancial vear, Navigator Resources Lid received inferest of
nil 2605 Nil} [rom loans 1o subsidiaries, and paid interest of Nil (2005: Nil} o subsidiaries.

{fi  Parent entities

The ultimate parenl entily in the consoldated entity is Navigator Resources Lid.

Subsequent events

No matters or circumstances have arisen since the end of the financial year which significantly affected or
may significantly affect the operations of the Company, the results of those operations, or the state of
alTairs of the Company in future financial years.

Consolidated Company
2606 2005 2006 2005
$ $ $ $

Notes to the cash flow statement
{a} Reconciliation of cash and cash

equivalenis

For the purposes of the cash flow statement,

cash and cash cquivalents includes cash on

hand and in banks and investments in money

rmarket instruments, nel of oulsianding bank

overdrafts. Cash and cash eguivalents al the

end of the financial year as shown in the cash

flow stalement is reconctled to the relaled

iterns in the balance sheet as follows:

Cash and cash at bank 510,389 322,754 302,009 600,085

Term deposit 4,759,567 792,742 4,758,567 792,742

5209936 1,415,450 5,261,576 1,398,827

{d} Non-cash finaacing and investing activities

Shares  issued for the acquisition of

lenements 35,000 130,000 55,004 130,000
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Consolidated Company
2606 2005 2006 2005
$ § § §
22. Notes to the cash flow statement
{c) Reconciliation of loss for the year to net
cash flows from operating activities
{Loss) lor the year {BOSHTLY (335687 (R05,687y (335,687}
{Gain)loss on sale or disposal of non-
currenl assets 7,155 1,914 7,155 1.514
{Gam)/oss on disposal of interests {160,585} - {160,585 -
Depreciation and amortisation of non-
currenk assets 24,328 22,865 23,130 22,865
Provision for loan to subsidiary - - 244,257 245,316
Provision for rehabilifation - 55,000 - -
Hquily settled share-based payment 030,929 - 636,929 -
Interest income received and receivable (R1,571) - {78,525} -
Changes in net assets and liabilities, net of
effects from acquisition and disposal of
busingesses:
{Increase)decrease in assels:
Current receivables {508,805y (141025 (39,253} (31,465}
Non-current receivables {3.8413 - {855} -
Tncreasef{decrease) in Habilities:
Current payables {200.281) 63,967 31,504 (187,791
Current provisions 9,555 - 9,555 -
Net cash used in operating activilies {624,817y {332,566) 132,375 (304,848)

23. Financial instrements

{a) Financial risk managemernt objectives
The consolidated entily manages the financial risks relaling 10 the operations of the consolidated entily.

The consolidaled entily does not enler into or trade linancial instruments, including derivative financial
instruments, for speculalive purposes.

The consolidated entily’s activilies expose il primarily Lo the financial risks of changes in interest raies. The
consolidated enlity does nol use derivative financial inslrumenis [0 manage ils exposure to interest rate risk.
{b) Significant accounting policies

Details of the significant accounting policies and methods adopled, including the crileria for recognition,
the basis of measurement and the basis on which income and expenses are recognised, in respect of each
class of [inancial assel, financial liabiity and equity instrument are disclosed in note 1 1o the linancial
slalements.

{c)  Foreign currency risk management

The group does nof transact in foreign currency, hence no exposure to exchange rale ffuctuation arise.

{d} Interest rate risk management

The consolidaled entily is exposed to inlerest rale risk as il places funds at both fixed and floaling interest
rales. The risk is managed by maintaining an appropriate mix between fixed and floaling rale products
which also facilitate access 10 money.

Maturify profile of firancial instruments

The lollowing lable details the consolidated entily’s exposure Lo interes! rate risk as at 30 June 2006:
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23.

Financial instrements (cont’d)

Financial assets

Cash and cash equivalents 54 510,248 4,758,567 - - P41 5,269.956
Trade and other receivables . Ri.228 - - G3 K98 75,126
510,248 4,840,798 - - 94,039 5445082

Financial liabilities:
Trade and other pavables - - - - {123,835} {123,835}

- - - - (123,835 (123,835}

The foHowing table details the consolidated enlity’s exposure to interest rate risk as at 30 June 2005:

Financial assets

Cash and cash cguivalents 622755 792,741 - - 14154096
Trade and other receivables - TTART - 28,449 )5 836
622,755 870,128 - 28,449 1,521,332

Financial liabilities:
Trade and other payables - - - (295977 (205977}

23.

- - - (2055773 (295977

{di Credit risk management

Credil risk refers 10 the risk that a counterparty will defaull on is contractual obligations resulling in
financial loss o the consolidated entity. The consolidated enlity has adopted a policy of only dealing with
creditworthy counierparties and oblaining sufficient collateral where appropriate, as a means of mitigating
the risk of financial loss from defaults. The consolidated entily’s exposure and the credit ratings of its
counlerparties are continuously monitored.  Credil exposure i controlled by counterparty limits that are
reviewed and approved by the audil commillee annuaily. The consolidated entily measures credil risk on a
fair value basis.

The consolidated entily does nol have any significant credil risk exposure 1o any single counterparty or any
group of counterparties having similar characleristics. The credil risk on liguid Tunds s limited because the
counierparties are banks with high credit-ratings assigned by internalional credit-raling agencies.

{e) Fair value of financial instruments

Except as detailed in the following table, the directors consider that the carrying amount of financial assels
and financial liabilites recorded in the financial stalements approximates their fair values (2005 net fair
vatue).

The fair values and net fair values of financial assets and financial Habilities are determined as follows:

¢ (he fair value of financial assets and financial Habilties with standard terms and conditions and traded
on active liquid markeis are determined with reference to quoted market prices; and

¢ (e fair value of other financial assets and financial liabilites are determined in accordance with
generally accepled pricing models based on discounied cash Mlow analysis.

Financial instrements (cont’d)

{f Liquidity risk management

The consolidated entily manages liguidily risk by maintaining adequate veserves, banking [acilities and
reserve borrowing facilities by conlinuousty moniloring forecast and actual cash fows and matching the
malurily profiles of financial assets and liabHities.
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24.

Impacts of the adoption of Australian equivalents to International Financial
Reporting Standards

The consolidated entity changed ifs accounting policies on 1 January 2005 to comply with Australian
equivalents to International Financial Reporting Standards (CA-IFRS™). The trassiton o A-IFRS i3
accounted for in accordance with Accounting Standard AASB 1 ‘Firsi-time Adoption of Australian
Equivalenis to Inlernational Financial Reporting Standards’, with 1 July 2004 a8 the date of iransition,
excepl Tor financial instruments, where the dale of wansition is T July 2005 (refer note 1{s)).

The transilion from superseded policies to A-IFRS has not impacled the company and consolidated entity’s
financial position, lnancial performance and cash fows as al 1 July 2004, 30 June 2005 and 30 June 2006.
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