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REVIEW OF OPERATIONS

ACHIEVEMENTS

Assets increased 36%

Share price mcereased 129%

Market capitalization trebled

Warrior mine on target for goid production
Sunburst mine development planning commenced
Zero injuries for the year

Secured loan repaid m fuil

STRATEGIC BUSINESS SUMMARY

Cifigold Corporation 1s an emerging gold producer controiling Austraiia’s richest goldfield located at
Charters Towers m North Queensiand. The mesothermal gold deposit has previously produced 6.6
million ounces (oz) of gold at 34 g/t. The Inferred Mineral Resource 15 10 million oz of gold (23
miflion Mt @ 14 g/t Au) with potential to expand. Gold output is planned to ncrease from 40,000 oz
to 250,000 oz per year with a mine life of 30 years. Four mines are planned with an average cash cost
to produce gold under A$250 per oz. The first mine, Warrior, begins gold production in 2006 at 40,000
0Z per year.

SHAREHOLDER VALUE INCREASES

During the past financial year yow company's market capitalisation has trebled from A$60 million as
at 4 July 2005 to A$181 milizon as at 30 June 2006. During this fime the share price moved from 14
cents to 32 cents, an increase of 129%. This is a reflection of a rising gold price, increased market
sentiment for gold and that an mcreasing number of sharcholders are appreciating the valuable asset
that Citigold has in the rich Charters Towers Goldfield and the 10 million ounce gold deposit.

Citigold has in place a strategy to unlock the enormous shareholder wealth contamed in this rich
goldfield. This will begm with the initial production from the Warrior mme and then grow as the other
mines are developed. Citigoid 1s cost effective m spending shareholders money and has to date
established the goldfield and infrastructure fo extract the gold at a far less financial cost than its
Australian peers. Australian dollar gold prices of over A$750 an ounce will generate substantial
revenue for the Company.

FINANCIAL POSITION STRENGTHENED

Durmg the financial year, loans were substanhally reduced, culminating m the post balance date
repayment of the secured loan that has been in existence since 1998, The company is now free of
significant long term debt and the lien over the company’s assets is removed.

Warrior mine budgets show that Citigold will generate a cashsurplus from operations. During the year
Citigold received strong financial support from our shareholder base through share placements and
Share Purchase Plan offerings. This relationship aims to ensure that the main benefit of the success of
the Company will be for ifs shareholders. Simifarly our joint venture negotiations fo fund the second
mine Sunburst are bemg pursued in a form that will add value for shareholders. These negotiations
have been underway for some time and are advanced and continuing. The joint venture amms to ensure
funding for gold production of 80,000 cunces per year from Sunburst. With Sunburst 1n operation the
combined output from Citigold’s Charters Towers operations is budgeted at 120,000 ounces per year.
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With sustained plus A$800/oz gold revenue prices the Warrior mie cash flows indicate that Citigold
could internally fund the development of the second mine, Sunburst. At this fime we intend to pursue
the joint venture path because # would accelerate the mcrease in gold production and aliow us to
commence development of the third mine, Brilhant. Warrior 1s just the start and therefore other value
adding funding options are alse under consideration to develop the other mines and grow gold
production. Further detatls will be released as they come to hand.

The Convertible Notes (Notes) issued by Citigold and listed on the Australian Stock Exchange (ASX)
code ‘CTOG’ continue to provide a high rate of return for mvestors. The Notes 1ssued at 40c continue
to trade above their 40c 1ssue price. The Notes pay a base 12% p.a. mterest rate, plus a bonus rate
based on the AS gold price, and investors receive a cheque each guarter from Citigold. The increased
gold price meant that Note holders confinue to receive an inferest rate well above the base rate.

CITIGOLD’S ASSETS

The overali Charters Towers Gold Project non-current assets have been independently valued as at 30
June 20006 and have increased to A$155 miilion, an mcerease of 36% over the asset valuation of
AS114 million m 2005. Citigold is required to value its non-current assets each year m accordance
with the Australian International Fmancial Reporting Standards.

Citigoid Corporation conirols Queenshnd’s largest and highest grade major gold deposit of 10 million
ounces of goid, comprising Inferred Mineral Resources of 23 million tonnes at 14 g/t gold. The
assessment and quantification of Citigold’s gold Mineral Resources and Ore Reserves 1s another
important development towards realising the substantial value contained within the rich asset that s
the Charters Towers goldfield. The assessment of the gold resources at Charters Towers confirmed that
Citigold’s drilling data base matches the historic high gold grades, that produced 6.6 million cunces of
gold, of 27 metre~ grams per tonne in-situ

Citigold’s assets mclude a gold processing plant and tailings dam capable of handiing 340,000 tonnes
per year. Underground mining equipment has been acquired, including twin-boom blast-hole driliing
jumbos, haul frucks and loaders, and an electro-hydraulic diamond-drill rig for exploration driffing. At
least four adjacent mines are planned to be developed at Charters Towers, taking production to
250,000 ounces per year over the next four years.

MINERAL RESOURCES AND ORE RESERVES

Mineral Resources and Ore Reserves remain unchanged from last year. At 30 June 2006, the
Resources and Reserves are as tabled below:

Category Tonnes Grade Cut-off Contained
g/t Au Ounces

Inferred Mimeral Resources 23,000,000 14 3 metre- grams per 16,000,000

tonne
Indicated Mineral Resources 740,000 15 7 grams per tonne 370,000
{includes Probable Ore Rescrvel
Probable Ore Reserves 800,600 13 7 grams per tonne 330,000

{contained within indicated
Mineral Resource}
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Full details are contained in the “Report on the Inferred Mineral Resources for the Charters Towers
Gold Project May 2005 and the “Report on the Indicated Mineral Resources and Probable Ore
Reserves for the Charters Towers Gold Project, August 2005” which can be found on the Citigold web
site at www.citigoid.com (chick on “Reports” then “Technical reports™)

The following statements apply in respect of the information in this repoert that relates to Exploration Results,
Mineral Resources and Ore Reserves:

The information is based on, and accurately veflects, information compiled by Mr. Christopher Alan John Towsey, BSc
(Hons), MSc, Dip Ed, FAusiMM(CP), MMICA, MAIG, MSME, who is a Corporate Member of the Australasian Institute of
Mining and Metallurgy and the Australian Instituze of Geoscieniists, Chrisiopher Alan John Towsey has relevant
experience in refation 1o the mineralisation being reporfed on to gualify as a Competent Ferson as defined in the Joint Ore
Reserves Committee (JORC) Australasian Code for Reporting of Identified Mineral Resources and Ore Reserves. Mr.
Towsey Is emploved full fime by Citigold Corporation Limited as Chief Operating Officer, and has consented in writing to
the inclusion in this repori of his compiled informaiion in the form and context in which ir appears.

WARRIOR GOLD MINE
Underground Operations

The Warrior Decline had reached a length of 700 metres from the portal at the end of the June Quarter.
The target length of 960m was reached m August 2006. The initial access decline 15 complete and
extension of this declime to access lower levels of the ore body is progressing through normal strong
granodiorite rock m good mining conditions.

The first ore will be mined from a horizontal drive in the ore body commencing approximately 110
metres below surface, Ore will then be stockpiled and transported fo the processing plant to commence
goid production. Several levels will then be excavated in the ore body so that full rate ore extraction
(stopmg} can be achieved.

Cash operating costs for the Warrior mine are estimated at A$380 per ounce of gold recovered.

Durmg late May and early June the Sons of Freedom (ES) structure was obliquely mtersected m the
decline as predicted. The long exposure of the vem for some 50 metres, along the side and across the
face of the Decline, has yielded valuable information on its gold content and potential for mming.
Channel sampling of the E5 lode at 496m down the Decline returned 1.1 metres frue width at 40.5 g/t
Ag, including 0.4 metres true width at 101 g/t Au. At 509m down the Declime, channel sampling
returned 0.8 metre frue width at 39.9 g/t Au. A separate channel sample of quartz and suiphide vem at
the same location returned 0.2 metres frue width at 362 g/t Au (11.6 ounces per tonne), equivalent fo
72 grams per tonne over one metre width.

The Sons of Freedom structure is not yet part of our miing plan at Warrior and therefore a drifling
program is planned fo access the extent of the intersected vein with the aim of expanding gold
production above the mitial planned 40,000 ounces per annam.

Warrior Gold Resource

The Warrior mine will mutially access into the eastern side of the Warrior gold deposits east-west
sfrike line. The deposit has an overall length of 2 kilometres and has been tested to a depth of 200
metres. The overall Inferred Mineral Resource for Warrior deposit is 1.9 million tonnes @ 14 g/t Au
contaiming 840,000 ounces of gold (rounded to 2 significant figures) (see Table 8 on Page 59 of the
Report on the Inferred Mineral Resources for the Charters Towers Gold Project May 2005). Within
the overall resource, head grades and widths, of the specific mining areas are expected fo vary.
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Personnel

Citigoid has been expanding the number of personnel at the mine site and reducing its corporate
staffing, The Company has been very successful a securing experienced mining personnel for its
underground operation 1n a very competifive marketplace.

Current overall personnel numbers total 52 and are growing as gold production approaches.
Equipment

The mining plant and mobile machinery fleet at Charters Towers is gradually being mcreased and
upgraded.

Gold Process Plant ~ Work 1s essentially complete on the Black Jack process plant which 1s ready for
re-commissioning followmg a full plant mventory, detailed condition report, and completion of a
scope of works, cost estimates and a budget. Calder Projects coordinated the refurbishment. The gold
extraction plant 18 an industry standard carbon-m-leach (CIL) plant. The stockpiled ore, comprising the
large blasted rock from underground, will be crushed to less than 12mm, conveyed to the grinding mili
where water and lime are added and the ore reduced in size to very fine sand (0.1mm). The slurry is
then pumped into a series of large tanks where more chemicals are added to dissolve the gold. Then
carbon is added to the tanks, to absorb and concentrate the gold, and later the gold is stripped off the
carbon by another chemical, electroplated and smelted into gold ‘dore’ bars. The ‘dore’, that may
average around 50% gold, 1s shipped by security transport to a specialist goid refiner to be made info
the pure gold bars that can be readily seold on the international market. The capacity of the plant will
only be partiaily required for Warrior and is capable of handling the second mine, Sunburst, when it is
developed next.

Underground Blast-hole Drnill Rigs - A new Atlas Copco Rocket Boomer M2D twim-boom
development drill (Jumbo), and a second near new machine, have been operating and contributing to
the acceleration of the dechine. The Jumbos are principally powered by efficient grid electric power
rather than diesel fuel. An additional specialist blast- hole driil rig has been sourced, which will be used
for stoping (mming ofthe goid ore).

Underground Haul trucks - Citigold has recently taken delivery of a Caterpillar AD40 low profile
underground haulage truck and a second AD40 is being sourced. These trucks have a capacity of 40
tonnes each which will significantly mmprove haulage times and subsequently lead to reduced costs.
Other haulage trucks m the fleet include three with 20 fonne capacity.

In addit:on the fleet mcludes several Load Haul Dump (LHD) units for moving the blasted rock from
the rock face into the haul frucks that take the ore and waste to the surface. Other ancillary equipment
includes road graders, multipurpose tool vehicles fo assist with installing underground services efc. A
workshop 1s located on site for all routine maintenance and highly technical repairs are outsourced to
local engineering firms.

The eguipment fleet is approaching the full production requirement.
SUNBURST GOLD MINE

Planning has commenced for the start of access ways and ventilation into the Sunbust gold mine,
located at the eastern end of Charters Towers city. The Sunburst structure runs for some fwo
kilometres east-west and dips to the north at about 45 degrees. It includes the known Queen, Sunburst
and Golden Gate ore bodies previously mined prior to 1920. Citigold plans to mine drilled extensions
of the structure outside of previous workings.
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The Sunburst mine is within the Citigold’s overall goid Mineral Resource area.

Sunburst was originally scheduled to produce 60,000 ounces per year. Cutrent planning has increased
this to 80,000 ounces per year based on developing two mining areas simuitaneously.

Cash operating costs for the Sunburst mine are estimated at A$310 per oz of gold recovered.
BRILLIANT GOLD REEF PROJECT (BGRP)

In 2001, a separate sublease was created over part of the central mining tenements, called the Brilliant
Gold Reef Project. The Project was established as a joint venture to undertake expioration and goid
production and allowed investors to ‘farme-in’. Gold Projects Pty Ltd, a wholly owned subsidiary of
Citigold, retains about 97% of the units. The BGRP is a managed 1nvestment scheme controiled by a
Responsible Entity for all investors. Funds raised were fully expended in the completion of 3,927
metres of drilling. A further public offer to raise the balance of the funds did not proceed, as the
Australian Taxation Office would not ssue a further Product Ruling to ensure tax deductibility of the
investment. Citigold is currently maintaining the Project and all the associated costs. The Company 1s
considering various ways to optimise the structure of the BGRP 1n order to advance the project, and to
ensure the most reasonabie outcome is achieved for all partes.

EXPLORATION
Exploration Strategy

Citigoid’s exploration strategy s focused around and adjacent to its mining operations at Charters
Towers. This is “brownfieids” exploration, exploring m and around known mineralised areas, rather
than exploring “greenfields™ or unknown areas. The company hoids over 200 square kilometers of
exploration tenements covering approximately 80 prospects that have potential for economic
mineralisation. These prospects have either returned significant gold values m surface rock chip
samples (above 5 grams of gold per tonne), or have old workings on them from which Queensland
State government records mdicate significant production (more than 500 ounces of gold).

Exploration to date has yielded the currently defined 10 miflion ounce gold mineral resource.

Citigold’s exploration and studies to date have led to the conclusion that the overall Charters Towers
goldfield, currently held by Citigold, has the potential to contam up to 50 million cunces in gold
mmeral resources. This conclusion is well founded on the facts that the field has akeady yielded
6.6 million ounces of gold, that Citigold has already defined an additional 10 miifion ounces of mineral
resources from a part of the goldfield down to 1200 metres depth, and that the structures contaming the
mineralization probably extend o 3,000 metres depth. Significant mming fo date has generally only
been to 700 metres deep. This makes the area a 16 million cunce field down to 1200m depth, and there
are at least four additional major parallel structures that have been mapped, are mineralised and have
been previously partly mined, that remain unexplored.

This strategy has lead Citigold to start acquiring its own sophisticated and modern diamond driiling
fleet. The buildmg of this fleet commenced with the recent acquisition of a new computerized Atias-
Copeo Diamec USAPC drill rig to undertake diamond-core drilling at Charters Towers. The US rig 1s
computer confrolled and a low-noise electro-hydranlic rig suitable for surface and underground drilling
powered by efficient focal electric grid power. The rig 1s capable of drillmg NQ (48mm diameter}
cores to 1,500 metres vertical depth. This rig will be used to expand existing reserves ahead of mining
and increase the overall gold resources.
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Growing the gold resources and reserves 18 a core business for Cifigoid. The decision fo acquire our
own drill rigs is so that we can carry out this work on our fime schedule in a cost efficient manner. The
company has budgeted an intense drilling program and it made economic sense to own the drill rigs.
This coming year we expect to acquire another two diamond drill rigs.

Exploration Activities

Geological Mapping

Detailed geological mapping was conducted during the year on 12 Exploration Permits surrounding
Charters Towers, as tabled below:

Exploration Prospect Name Location

Permit Number

EPM 8563 Scorbre Covers the northern part of
Charters Towers city,

EPM 8564 Farrenden 1.5 km west of the Warnor
Mine

EPM 10593 Santiago South 1km east of processing plant

EPM 11067 Cumberland 2.5km SE of processing plant

EPM 11658 GS() 256698 3 km Se of processing plant

EPM 13106 GSQ 183687, Golden Spur, 3km south of processing plant

GSQ197695 extensions

EPM 13182 Millchester 3km east of Charters Towers

EPM 134353 GS(Q 229700 Skm SE of processing plant

EPM 13931 Mt Pleasant, GSQ) 142612 10km SSW of processing plant

EPM 13932 Hill 300 7km NNW of Charters Towers

EPM 14541 GSQ 171721, Black Jack Footwall | 1 km west of processing plant

EPM 15091 7 prospects 9 kilometres southwest of the
processing plant.

The processmg plant is at the Black Jack mine site, 9km southwest of the centre of Charters Towers.
Sampling and Assaying

During the year, Citigold analysed 307 rock chip samples, 8 soif samplies, 8 stream sediment sampies
and 65 rock faice samples. The samples were essayed by independent laboratory SGS.

Significant assays have been released to the ASX m previous Quarterly Activities reports and are on
Citigold’s web site.

Drilling

Data from 31 drilf holes previously drilled by Normandy Mming Lid in the 1990s on ground now
covered by Citigold’s EPM13932 were located m a hterature search of previous work. This area 1s
outside the central historic goldfield where the majority of the gold was produced. Weakly anomalous
gold was identified in six of these drill holes on EPM13932, This Exploration Permit is centred 12 km
west of Charters Towers and extends for 20km in a northrsouth direction. The dnll hole collar
locations were shown in the June Quarter Activities report.

Citigold plans fo commence a major new driliing programme in calendar 2006.
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HEALTH AND SAFETY
Safety and Health Performance —

The Fatal Injury Frequency Rate (FIFR) (fatalifies per mithion hours worked) for the 2006 financial
year 18 zero. In the 13 years that the Company has been in operation, there have been no work-related
fatalities 1n our operations and no mjuries or ilnesses from which employees have not made a full
recovery. In 2006, there were no serious incidents, Lost Time or Disabling Injuries reported. The Lost
Time Injury Frequency Rate (LTIFR) per mullion hours worked reduced from 32 in 2002 to zero in
2003 and remams zero this year. The Disabling Injury Frequency Rate (DIFR}), mtroduced m 2002
under the NOSA Five Star risk management system, 1s zero. The DIFR is also calenlated per mitlion
hours worked, but 15 a better measure of mjury statisfics as it includes mjuries where no time is lost.

Key Performance Year ended Year ended Year ended June | Year ended June
Indicator June 36 2003 June 30 2004 30 2005 30 2006
FIFR 0 0 0 0
LTIFR 0 0 0 0
[ DIFR 0 0 0 0

As an indication of our commitment to health and safety, Citigold’s Chief Operating Officer, Chris
Towsey, has been appointed as Chairman of the Health and Safety Task Force of the Australasian
Institute of Mming & Metallurgy.

ENVIRONMENT AND COMMUNITY

The Company had no reportabie environmental meidents during 2006. The Board, management and
staff of Citigoid fully support a formal environmental policy which states that:

‘Citigold Corporation is committed to balancing the protection of the natural environment with
the need for economic growth. Application of technically-proven and economically feasible
environmental protection measures will be exercised throughout explovation, development,
mining, processing and decommissioning activities to meet the requivements of legislation as a
minimum.’

Citigold’s environmental practices are monitored by the Queensland Environmental Protection Agency
(EPA) and the Department of Mines and Energy. Citigold operates under approved Eavironmental
Augthorities issued by the EPA and in compliance with our Plan of Operations submitfed to the agency.
COMMUNITY

The Company continues fo support local community and charity groups with donations of both

personnel time and money, conhnuing is association with local community activities including
schools, sports, Country Music Festival and rodeos.
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DIRECTORS’ REPORT

Your directors present their report together with the financial report of Citigold Corporation Limited and the
consolidated financial report of the consolidated entity for the year ended 30th June 2006 and the auditor's
report therein.

1. GIRECTORS

The following persons were directors of Cltigold Corporation Limited during the whole of the financial year and

up o the date of this report: J J Foley, M J Lynch, and P B Blood.

Name and

N Age  Experience Special
qualifications ¢ P Rgsponsibifities
J Jd Foley 59 Non-executive Chalrman for 12.5 vears, Depuly Non-executive
80, LLB, Chairman 6 months. Graduating in law from the Chatrman of Audit
8L {Dub} University of Sydney in 1969, Mr Foley was admitted to and Finance,
Appointed practise as a barrister in New South Wales in 1871, He Remuneration and
02/07/1893 was called to the frish Bar in 1989 and admitied as a Heatth, Safety and

Member of the Honourable Soclety of Kings' Inns in Environment

Dublin. Mr Foley has over 30 years' experience in the committees.

gold mining industry, has been a guest speaker at the

World Gold Council in New York and is a past Director

of the Australian Gold Council.
M J Lynch 50 Managing Director for 13 years. Former director of Managing Director
FAICD severat companies involved in the mining industry Mr Member of Heatth,
Appointed Lynch has been actively invelved in gold exploration Safety and
02/07/1993 and mining as an employee, consultant and director Environment

since 1979, in both private andg public companies. committee.

Hands-on experience in mine management and mining

tenure administration in Queensland including leading

the team that developed the GoldTec Mining System In

2001. WMy Lynch is a Director of the Queensland

Resources Council and a Fellow of the Australian

Institute of Company Directors.
P B Blood 87 Non-executive Director for 2 years. Former Professor of Mermber of Audit
PhD, BSe Agr, Finance — School of Business, Bond University Qld. Dr and Finance,
bicC Blood has particular skills in the areas of finance and Remuneration and
Appointed administration. He is a Global invesiment Consultant Heatlth, Safety and
26/05/2004 with  qualifications  in Agriculture (BSc  Agr), DIC Environment

Company Secretary

{imperial College Science & Technology UK} and a PhD
from the University of London. Having worked for the
World Bank, Asian Development Bank, United Nations
Development  Program and  other  muititateral
organizations in many countries, his distinguished
career includes being a Marshall Scholar {London),
Fulbright Senior Fellow (USA) & Commodity Trading
Advisor {UJSA).

commitiees.

Mr Matthew B Martin was appointed to the position of Company Secretary on 12 Aprit 2008. Mr Martin has
worked in various roles as part of several global teams, including internationat banking capital raisings and

accrued skills in most aspects of corporate finance and accounting. He has strong skills in systems compliance,
rmultinationat financial statements, forecasting, reporting and analysis. In his previous employment he acted as
Company Secretary for client companies.
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Meetings of Directors

The number of directors’ mestings {ncluding board commitiees) held and the number of meetings attended by
each director during the year ended 30 June 2006 were:

Board Audit & Health, Safety & | Remuneration
Meetings Finance Environment **
No. of meetings held 10 2 ** ok
No. of meetings attended by:
J d Foley 10 2 * o
M J Lynch 10 * * *
P B Blood g 2 o

* Not a member of the refevant commitice
** Heaith. Safety and Environment issues are discussed and mine reports considered by Directors at each Board mesting.
*** Remuneration issues are considered and discussed by the Direclors at Board meetings through out the year, as required.

Lirectors’ interests

The relevant interest of each director in the shares and options issued by the companies within the
consclidated entity and other related bodies corporate, as notified by the directors to the Australian Stock
Exchange in accordance with s205G {1} of the Corporations Act, at the date of this report is detailed in the
following table.

Director Ordinary shares Options
J J Foley 4,493,418 Nil
M J Lynch 86,774,613 Nil
F B Blood Nil Nil
2. PRINCIPAL ACTIVITIES

During the year the principal continuing activities of the consolidated enlity consisted of exploration and
development of the Charters Towers goldfield. There has been no significant change in the nature of these
activities during the vear.

3. GIVIDENDS — CITIGOLD CORPORATION LIMITED

No amount has been paid or declared by way of dividend by the Company during the year. The directors do not
recommend a dividend at this time.

4, SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

Significant changes in the state of affairs on the consolidated entity during the financial year were as follows:

{(a} An increase in ordinary shares in the Company from 458,203,482 to 566,027,749 as a result of:

- Placement of ordinary shares @ 10 cenis 24,202 876
- Placement of ordinary shares @ 11 cents 13,430,000
- Placement of ordinary shares @ 15 cenis 22,582,929
- Placement of ordinary shares @ 16 cents 16,300,000
- Share Purchase Plan allotment @ 12.5 cents 15,133,284
- Share Purchase Plan allotment @ 15 cents 13,482,680
- Options exercised € 15 cents 3,502,498

Net cash received was used to condinue the exploration and development activities of the Company.
See Note 18 of the Financial Staternents.
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by Revaluation of assets

The Non Current Assets of Cligold Corporation were reviewed by independent consulting mining
engineers. The Property Plant & Equipment of the Company was valued as at 30 June 2006. The wiue
of the mining tenements has now been upgraded resulting In an increase in the overall value of the
Charters Towers Gold Project to $155 million.

5. POST BALANCE DATE EVENTS

The loan secured with a fixed and floating charge over Citigold Corporation and its subsidiaries has been paid in
full. See Note 24 to the Financial Statements.

6. REVIEW OF OPERATIONS

A review of the consolidated entity’s operations during the year and the results of these operations are disclosed
elsewhere in the Annual Report.

7. LIKELY DEVELOPMENTS AND EXPECTED RESULTS OF OPERATIONS

Likely developments in the operations of the consolidated entity are:

{(a} the continuation of exploration activity aimed at increasing resources and reserves,
(b} a increase in mining activity and the commencement of gold production later in calendar 2006.

Additional comments on expected resulis are included in the review of operations.

8. INDEMNIFICATION AND INSURANCE

During the financial year the Company paid premiums to insure all Directors and Officers of the Company
against claims brought against the individual white performing services for the Company and against expenses
relating thereto, other than conduct involving a witful breach of duty in relation to the Company. Under the terms
and conditions of the insurance contract, the nature of liabilities insured against and the premium paid cannot be
disclosed.

The Company has not otherwise, save as enshrined in the Company's constitution, during or since the end of
the financial year, in respect of any person who is or has been an officer of the Company:

{(a} indemnified or made any relevant agreement for indemnifying against a Hability, including costs and
expenses in successfully defending legal proceedings; or
(b} paid or agreed to my a premium in respect of a contract insuring against a lability from the costs or

expenses to defend legal proceedings.

9. ENVIRONMENTAL REGULATIONS

Endities in the consolidated entity are subject o significant environmental regulation in respect to its exploration
and mining activities in gold.

The organisation has developed criteria to determine areas of ‘particular’ or ‘significant’ importance, with regard
to environmental performance. These are graded 1 to 4 in terms of priority.

Level 1 incident major non compliance with regulatory requirements resulting in potential political outery and
significant environmental damage of both a long and short term nature.

Level 2 incident significant non compliance resulting in regquiatory action, however, envi ronmental damage is
only of a short term nature.

Level 3 incident minor non compliance - no fine is imposed, however, requlatory authority is notified.

Level 4 incident non compliance with internal policies and procedures. The incident is contained on site.
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9. ENVIRONMENTAL REGULATIONS {cont.)

in the last year the following incidents have occurred.

Level 1 Level 2 Level 3 Lovel 4

incidents - - - -

The Company has an internal reporting and monitoring system with regard to environmental management on
the site. The Compaty employs an environmental officer to monitor all water quality, noise and air quality
issues as well as liaise with the community on activities that may impact on the local area.

10. AUDIT/INON-AUDIT SERVICES AND AUDITOR INDEPENDENCE

The fees paid or payable for services provided by the auditor of the Company are set out in Note 4 of the
Financial Statements.

During the year Nexia Court & Co, the Company's auditor, has performed certain other services in addition to
their statulory duties. The board has considered the non-audit services provided during the year by the auditor
and is satisfied that the provision of those non-audit services during the year by the auditor is compatible with,
and did not compromise, the auditor independence requirements of the Corporations Act.

11. REMUNERATION REPORT

The Remuneration Committee, consisting of two non-executive directors, advises the Board on remuneration
policies and practices generally. The Committee can make recommendations on remuneration packages and
other terms of employment for executive directors, non-executive directors and senior executives.

Executive remuneration and other terms of employment are reviewed by the Committee when necessary having
regard to performance, relevant comparative information and independent expert advice. As well as a base
salary, remuneration packages include superannuation and use of motor vehicles.

Remuneration packages are set at levels that are intended to attract and retain executives capable o managing
the consolidated entity’s operations.

Rermunearation and terms of employment for the Managing Director are formalised in an employment agreement.
Except for the Managing Director/Chief Executive Officer, Mr Mark Lynch, all executives are permanent
employees of the Company. Remuneration and other terms of employment for the Managing Director are
formalised in an employment agreement. This agreement is for a term of 8 years, commencing January 1 2003
and terminating on December 31 2008. The Company may terminate upon 3 months notice. In the event the
termination is by reason of circumstances that the Company cannot fully utilise the services of the Managing
Director, the Managing Director is enfitled to payment of a cash amount equal to three years of employment. No
such payment is to oceur if the termination is due fo a substantial breach of the agreement's terms and
conditions and the Company has proven such breach.

The Board, within the maximum amount approved by shareholders from time to time, determines remuneration
of norrexecutive directors. The fees have been determined by the Board having regard to industry practice and
the need fo obtain approoriately gualified persons. Non-executive directors are also entitled to statutory
superannuation.

Detalls of the nalure and amount of each element of the remunaration of each director of Citigold Corporation

Limited and key management personnel of the Company and the consolidated entities are set out in the
following ables.
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Payments to specified Directors and Key Management Personnel for the year ended 30 June 2006

Directors
fi¥oley = 35,000 C16,608 3,150 150,000 - 204,758
Non-executive Chairman
oL
MJLynch® 233,000 - 983 20,970 30,500 - 285,453
Managing Divector
DrP B Blood 30,000 - - - - - 30,000
Nen-executive Dirvector
Other Key Management Personnel
3
R J Shand — 75,0590 34,000 3,063 6,178 - - 124,231
Company Secretary
C A ) Towsey 4 20 ¢ 9 ¢ G 36K
Chief Operating Officer 123,505 - 1,904 19,977 49, 368 - 204,044
GFoord L 55,169 - 2,655 10,039 41,486 - 109,349
General Manager Engineering
JF Lynch . .
3 - _ 3 _ _
Site Senior Executive 125,600 11,250 136,250
RJMorison = 115,350 S 284 10,149 13,996 - 141,679
Exploration Manager
M B Martin®
Corporate aecouniant/ 46,228 - - 5,043 - - 51,271
Company Secretary
839,332 30,000 36,397 86,756 285,550 - 1,287,035

! During the year ended 30 June 2006 M Lynch was based in the U A E.
2 R J Shand resi ened as Company Secretary on 12 April 2006,

M B Martin was appointed Company Secretary on 12 April 2006 before that he was emploved as Corporate Accountant.
Amounits received and paid in both the above named positions are included in the amounis above,

Payments to specified Directors and Key Management Personnel for the year ended 30 June 2005

Director:

Mloley 33,000 -2169 2970 150,000 - I8%,139
Neon-executive Chairman

M) Lynch = 233,000 : - 20970 - - 253970
Managing Divector

DrP B Blood = 30,000 ; - 2,700 ; ; 32,700
Non-executive Director

Other Key Management Personnel

R jCSh““d _ 77,304 - 1,992 6,057 ; ; 86,253

‘ompany Secretary

A J Towsey 106,125 7090 14015 56,890 184,220
Chief Operating Officer e ) ! ! . ) i

G Foord o 56,442 - 7,190 38477 37,081 - 139,190
General Manager Engineering

J T Lynch

3 } 5 - -

Site Senior Executive 126,767 7.214 11,120 145,101

RJMordison 108,654 - . 8,197 11,363 - 125,214
Exploration Manager

M Desat
International Chief Operating 143,708 - - - - - 143,708
Cfficer

912,000 - 257735 105406 2535334 - 1,298,495
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Share based compensation

No share based compensation was granted to any directors or other Key management personnel of the
Company and the consolidated entity as part of their remuneration during the period ending 30 June 2006.

12. LOANS TO DIRECTORS OR KEY MANAGEMENT PERSONNEL

No loans were granted to any directors or other key management personnet! of the Company and the group
during the period ending 30 June 2006,

Auditor's indapendence declaration under Section 307C of the Corporations Act 2001
Te the Directors of Citigeld Corporation Limited

i deciare thatl, to the best of my knowladge and belied, in relation 1o the sudit of the financial year ended 36 Juna 2006 there have
haer

+  No sontravertion of the audior indepandence raquirements as set outin the Comporations Act 2001 in relation fo the
sudit; and

v No confraventions of any applicebie cods of professional Conduct in refation (o the sudi,

Kexta Count & Co Step ogers

Charturen! Avcountans Parin
Spdney
30 Seplomber 2008

Signed in accordance with a resolution of the directors

J J Foley M J Lynch
Chalrman Director

30 September, 20086
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CORPORATE GOVERNANCE

The directors’ objective is to increase shareholder value within an appropriate framework which protects the
rights and enhances the interests of shareholders and ensures the consolidated endity is properly managed.

The Board supports the Principles of Good Corporate Governance and Best Practice Recommendations
published by the Australian Stock Exchange {({ASX') Corporate Governance Councll in March 2003, The Board
has reviewed the recommendations and in many cases, the Company has in place policies and practices that
are generally consistent with those set out in the recommendsations. In the limited clrcumstances where the
Company's corporate governance practices do not corretate with the recommendations, the Company does not
consider that the practices are appropriate for the Company due {o the size of the Company or s Board. The
following is structured with reference to the 10 principles contained in the ASX Corporate Governance Councit's
publication.

Principte 1. Lay solid foundations for the management and oversight
Principte 2 Structure the Board to add value

Principat 3: Promote ethical and responsible decision making
Principat 4. Safeguard integrity in financial reporting

Principal 5 Make timely and balanced disclosure

Principat 6 Respect the rights of shareholders

Principat 7 Recognise and manage risk

Principat 8: Encourage enhanced performance

Principle & Remunerate fairly and responsibly

Principle 10: Recognise the legitimate interests of stakeholders.
A Board Composition

The Board Is comprised of three {3) Directors, being 2 non-executive directors and one executive director, Mr M
J Lynch. A majority of the Board s non-executive directors, inciuding the Chairman. All non-executive directors
are regarded as independent by the company.

Endities connected with Mr J J Foley had business dealings with the consolidated entity during the year, as
described in the directors’ report above. Mr J J Foley declared his interests in those dealings to the Company
and took no part In decisions relating to them. These dealings were not considerad to be of an amount or nature
that would affect My Foley's independent judgment.

Entities connected with Mr M J Lynch had business dealings with entitles in the consolidated entity during the
year. Mr M J Lynch declared his interests in those dealings to the Gompany and took no part in decisions
relating to them.

The skills, experience and expertise relevant to the position of each Director who is in office at the date of the
annual report, their meeting attendances and their term of office are detailed in the Directors’ Repori. Each
director brings relevant complementary skills and experience to the Board covering the areas of legal, finance
and operations.

As the Board acts on behalf of and is accountable to shareholders, the Board seeks to identify the expectations

of shareholders, as well as other regulatory and ethical expectations and obligations. The Board is responsible
for:

. approval of corporate strategles and the annual budget

. monitoring financial performance including approval of the annual and halfyear financial reports and
liaiscn with the Company's auditors

. appointment of, and assessment of the performance of the Managing Director

. motitoring managerial performance, and

. ensuring the significant risks facing the consolidated entity have been identified and appropriate and

adequate control, monitoring and reporting mechanisms are in place.

The Company has a small Board and management team which enables roles and functions 1o be flexible to
meet specific requirements where necessary. The responsibility for the operations of the consolidated entity is
delegated by the Board to the Managing Director and the executive team. The Board assures that this team is
adequately qualified and experienced to discharge their responsibilities.
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B. Board Commitiees

The Board has established a number of committess to assist the execution of its dutles. Each committee has s
own autonomy with authority delegated to it by the Board and the manner in which the committee is to operate.

Current committees of the Board are:

. the audit & finance committee
. the remuneration committes
the health, safety and environment commitiee

The Board reviews at appropriate times its performance and the performance of the Board committees. Such
reviews entall a vigorous and frank discussion outside the normat program of Board meetings.

The Company's Constiution specifies that all directors {with the exception of the Managing Director} must, by

rotation, retire from office at each Annual General Meeting (AGM) such that at least one director stands for
election at each AGM. Where eligible, a director may stand for re-election.

Audit & Finance Committee

The audit & finance comnmittes consists of the following non-executive directors: JJ Foley (Chairman) and PB
Biood

The main responsibiliies of the audit & flnance committee are to:

. review and report to the Board on the annual report, the annual and half-year financiat reports and all
other financial information published by the company or released to the market
. assist the Board in reviewing the effectiveness of the organisation’s internal control environment covering

(a) effectiveness and efficiency of operations
(b)Y  reliability of financial reporting
fc} compliance with applicable laws and regulations

. determine the scope of the internal control checks and ensure they are coordinated with the external
auditors.
. recommend to the Board the appointment, removal and remuneration of the external auditors, review the

terms of thelr engagement, and the scope and quality of the audit.

The Chief Operating Officer and Chief Financial Officer confirm that the financial statements for the vear ended
30 June 2006 represent a true and fair view of Citigold's financial position and performance and that the reports
conform with relevant accounting standards.

I fulfitling its responsibiliies, the audit & finance committee receives regular reports from and meets with

management and the external auditors. The external auditors have a clear ling of direct communication at any
time to either the Chairman of the audit committee or the Chairman of the Board. The Auditor also attends the
Annuatl Gerneral Meeting.

The audit & finance committee has authority, within the scope of its responsibilities, to seek any information it
requires from any employee or exiernat party.

Health, Safety and Environment Committee

The health, safety & envirenment committee consists of the following executive and non-executive directors: JJ
Foley, PB Blood and MJ Lynch.

The consolidated entity recognises the importance of environmental and occupational heatth and safety (OH&S)
issues and is commitied to the highest levels of performance. To help meaet this objective an Environmental,
Health and Safety Management Systemn (EHSMS) has been established by mine management. The EHSMS is
a tool that allows the systematic identification of environmental and OMH&S issues and ensures they are
managed in a structured manner.

Through the EMSMS, the consolidated entity aims to:

. comply with alt relevant legislation

. continually assess and improve the impact of its operations on the environment

. encourage employees to actively participate in the management of environmental and OH&S issues, and
. use energy and other resources efficiently.

information on compliance with significant environmental requiations is set out in the directors’ report.
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Remuneration Commitiee

The remuneration committes consists of the following non-executive directors: JJ Foley and PB Blood.

The remuneration committee advises the Board on remuneration policies and practices generatly and can make
recommendations on remuneration packages and other terms of employment for directors and senior
execulives. Independent advice and industry information may be obtained from time to time on the
appropriateness of remuneration packages.

Remuneration levels are set at levels that are intended to attract and retaln appropriately qualified and
experienced directors and senior executives capable of managing the consolidated entity’'s operations.
Remuneration of non-executive directors is determined by the Board within the maximum armount approved by
the shareholders from time to time. Remuneration packages do not have guaranteed based or performance
based components.

There is no scheme o provide retirement benefits, other than statutory superannuation, to non-executive
dirgctors.

The consolidated entity bas not formed a nomination committee because there are only 3 Directors. The Board
as a whole is able o efficiently address the Issue of board competencies.

Further information on the remuneration paid to all directors’ and key management personnel is set out in the
Rermuneration Report and note 28 to the financial statements.

C. Risk Management

Due to the size of the Board, a separate risk management committee has not been established. The Board
believes that it is important for all Board members to take a groactive role to the company's risk management
and Internal compliance and control procedures. The Board monitors the financial and operational aspects of
the company's activities and considers the advice of the external auditor and other external advisors.

Risk Profile

Citigold operates field exploration for gold in Queensland and owns two separate underground mining
operations, the Warrior Gold Mine and the Centrat Decline. It also owns and operates a 340,000 tonne
per year gold processing plant. The risk profile is typical of the mining industry, and is heavily regulated
by the Queensiand State Government. It is an ASX listed company, with a market capitalisation of
approximately $232 million at a share price of 40 cents. Cligold has been dependent on capital raising
by sale of shares to investors since its inception in 1893, Once gold production commences from the
Warrlor Gold Mine Citigold's cash flows will be dependent on the amount of gold produced, production
costs, and the internationat price of gold.

Financial Risks

Financial risks are identified and managed by the Board with tasks delegated to the Managing Director
and senior executives. Budgets, variances, cost reports, commodity prices, price trends and cash flow
projections are analysed by management and submitted to the Board for review at Board meetings.
Cash flows are submitted to ASX each Quarter and full financial reports submitted twice per year to the
ASX.

Operational Risks

Operational risks are reviewed yearly by the NOSA Five Star Integrated Risk Management System.
This is a commercial product originally produced by the National Occupational Safety Association,
operated by Citigold, with the results audited annually by external consultants. This systemn identifies all
aspects of risks of the operation, particularly those related o safety, health, environment and social
impact. Citigold’s operations are subject to regulation and regular inspection and monttoring by the
Queensland State Government Department of Mines and Energy and the Environmental Protection
Authority.
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Assessment of Effectiveness of Risk Management Internal Audit
No formal internal audit is conducted, as the small number of employees {less than 60} allows the
normal weekly and monthly monitoring of budgets, variances, costs and finances to adequately manage
financial and before operational risk.

D. Independent Professional Advice

Directors and Board committees have the right, in connection with their duties and responsibiliies, o seek

independent professional advice at the Company’'s expense. Prior consent by the full Board is required, but this
will not be unreasonably withheld.

E. Sharehotder communication

Information Is communicated to shareholders through:

. The annual report which is distributed to all shareholders

. The half-yearly report which is made available by way of an ASX release

. The Annual General Meeting

. ASX releases in accordance with the consolidated entity’s continuous disclosure obligations
. information available on the Company's website at www. citigold.com

Shareholders are invited to advise the Company of their email addresses. ASX announcements, once released,
are then able to be emailed directly to the sharehoider.

F. Lisclosure and Ethical Standards

Al directors, executives and staff of the consolidated entity are made aware of the ASX's continuous disclosure
requirements and operate in an environment where emphasis is placed on full and appropriate disclosure to the
market. All directors, executives and staff of the consolidated entity are required to abide by all legal
requirements, the Listing Rules of the Australian Stock Exchange, the Corporations Act with the regard to
frading in the Company's securities and appropriate standards of ethical conduct with regard to the operation of
the consolidated entity.

A Code of Conduct {the Code) as adopted by the Board sets out ethical standards expected of all directors,
executives and emplovees. The Code is reviewed and updated as necessary o generally reflect industry
standards of integrity and professionalism. The Code covers:

* professional conduct * customer and supplier relations
* other employees * compliance with laws and regulations
* conflicts of interest * confidentiat information
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Consolidated income statement
for the year ended 30 June 2006

Other income 2
Persormel Expenses

Depreciation

Finance costs

Consulting expense

Loss on sale of non-current assets

Other expenses 3
Profit/{Loss) hefore income tax

cxpense

Income tax expense

Profit/{Loss) after tax from

operafions

Profit/(Loss) attributable to minority
interest

Profit/{Loss) attributable to

members of the parent entity

farnings per share:
Bastc (cents per share)
Diluted (cents per share)

ohoGh

324,362
(908,320)
(940,771)
(981,341)
(107,902)

(1,648 897)
(4,262,869)

(4,262,869)
(54)
(4,262,815

{0.82) cents
{0.8G} cents

Notes to the financial statements are included on pages 24 to 44.
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67,812
(788,902)
(831,531)
(850,037)
(248,545)

(2.350,273)
(907.623)

(3,909,099)

(3,909,099)
(431)

(5,908.668)

(1.32) cents
(1.28) cents

458,850
(241,937)
(936,862)
(977,252)
(107,394)

(1,238 377)

(3,042,972)

(3,042,972)

(3,042,.972)

510,864
(355,862)
(828,497)
(840,887)
(263,905)
(708,616)

(2,486,903)

(2,486,903)

(2,486,903)
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Consolidated balance sheet as at 30 June 2006

Current assets

Cash and cash equivalenis
Receivabies

Inventories

Investments (at fair value)
Tofal current assets
Non-current assets
Property, plant and equipment
Other

Total non-current assets
Total assets

Current liabilities
Payables

Interest bearing liabilities
Provisions

Teotal current liabilities
Non-current liabilities
Interest bearing liabilities
Provisions

Total non-carrent liabilifies
Total Habilifies

Nef assets

Fquity

{ssued capital

Reserves

Accurnuiated Losses
Parerst entity interest
Minority inlerest

Total equity

11
12

14
18
17

17

18
290
19

2,185,456
1477381

485,570
2,282,000
6,430,407

155,796,726

509,257
156,305,983
162,736,390

1496 049
7,533,636

264,641
9,294,326

972,955
522,738
1,495,693
10,790,020
151,946,370

87,521,310
105753 466
(41,397 830)
151,876,946

69 424
151,946,370

Notes to the financial statements are includedon pages 24 to 44.
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631,511
2.324,863
438,805

3,395,179

113,924,328

509,257
114,433,585
117,828,764

1,596,815
7 830,084

178,388
9,605,287

1,684,512
564,913
2,249,425
11,854,712
105,974,052

73,539,490
69 384 254
(37,019,170)
105,904,573
69479
108,974,052

2,106,934
2378833

485,570
2,282,000
7,253,337

150,746,482

11,102,781
161,849,263
169,102,600

1485294
7,533 636

264,641
9,283,571

972,955
522,738
1,495,693
10,779,264
158,323,335

87,521,310
105,182,037
(34,380,011)
158,323,335

158,323,335

573,586
3,145 669
438,805

4,158,060

108,541,217

11,102,781
119,643,998
123,802,058

2,724 420
7,830,084
178,388
10,732,892

1,684,512
564,913
2,249,425
12,982,318
110,819,740

73,539,490
68,812,824
(31,532,573 )
110,819,740

110,819,740

P21



Consolidated statement of Changes in Equity
for the year ended 30 June 2006

Profit/(Loss) for the period 19

Total recognised income and
expense for the period
Attributable to:

Equity holders of the parent
Minority interest

Total equity opening halance
(Loss)/Profit for the period
Reserve movement 20

Coniributions of equity, net
of transaction costs

Total equity closing balanece

(4,262,869)

(4,262,815)
(54)

105,904,572
(4,262,815)

36,369,212
13,981,820

151,946,370

Notes to the financial statements are included on pages 24 to 44.

(5,909,099)

(5.908,668)
(431

49,760,355
(5,908,668)

56,788,000
5,166,186

105,974,052

(3,042,972)

(3.042,972)

110,819,740
(3,042,972)

36,369,212
13,981,820

158,323,335

(2,486,903)

(2.486,903)

51,352,458
(2,486,903)

56,788,000
5,166,186

110,819,740
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Consolidated cash flow statement
for the year ended 30 June 2006

Receipts from custo?ners

Payments to suppliers and employees
Interest and other costs of finance paid
Income tax paid

Net cash provided by/(used in) operating
activities

4

Cash flows from investing activities
Proceeds on sale of investment securities

Interest received

Payment for property, plant and
equipment

Development costs paid

Amounts advanced to related parties
Net cash provided by/(used in) investing
activities

Cash flows from financing activities
Proceeds from issues of equity securities
Proceeds from borrowings

Repayment of borrowings

Net cash provided by/(used in) financing
activities

Net increase/(decrease) in cash and
cash equivalents

Cash and cash equivalents at the
beginning of the vear

Cash and cash equivalents at the end
of the year

8

1,173,849 46,8677 391,391 46,827
(2.166263)  (4,761,741)  (1,044306) (1,579,665)
(1,308,464) (829.092)  (1,304375) (840,887
(25,002) - (25,002) ;
(2325880)  (5,543,966)  (1,982292) (2,352,869)
- 3,201,989 . ]

77614 (12,727) 35,557 20,856
(3243 003) (189418)  (3237678)  (196,845)
(5.655682)  (2470,783)  (6,116.793) (2,470,783)
; - 133,657 :

(8,821 072) §29061  (9,185257)  (2,667,629)
13,788,070 4929228 13788070 4929228
645,076 - 645,076 ;
(1,732,250) - (1,732,250) ;
12,700,897 4929228 12700897  4,929228
1,553,945 (85,677) 1,533,348 (91,270)
631,511 717,188 573,586 664,856
2,185,456 631,511 2,106,934 573,586

Notes to the financial statements are included on pages 24 to 4.
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Notes to the Financial Statements

I.  Accounting Policies

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

Basis of Preparation

The financial report is a general purpose financial report, which has been prepared in accordance with
Australian equivalents to Infernational Financial Reporting Standards {AIFRS), other authoritative
pronouncements of the Australian Accounting Standards Board, Urgent Issues Group Interpretations and the
Corporations Act 2001.

Statement of Compliance
The financial report complies with Australian Accounting Standards which inclede AIFRS. Compliance with

AITRS ensures that the financial statements and notes thereto of the Company comply with Intermational
Financial Reporting Standards (IFRS). The parent entity financial statements and notes also comply with IFRS,
except where it has been elected to apply the relief provided to parent entities in respect of certain disclosure
requirements cordained in AASB 132 Pinancial Instruments: Presentations and Disclosure.

This is the first financial report for the company based onn AIFRS and the comparatives for the year ended 30
June 2005 have been restated accordingly. There are no reconciliation adjustments from AGAAP to AIFRS
equity and profit.

Basis of consolidation

The {inancial report of the Citigold Corporation Group (“the consolidated entity”™) inicludes the consolidation of
Citigold Corporation Limited and its respective subsidiaries. Subsidiaries are entities controlled by the parent
entity. Control exists where either parent entity has the power to govern the financial and operating policies of
an entify so as to obtain benefits from ifs activities. Sabsidiaries are included in the consolidated financial report
from the date control commences until the date conirol ceases. Where the Citigold Corporation Group’s interest
is less than 100 per cent, the interest attributable to outside sharcholders is reflected in minority interests. The
effects of all transactions between entities within the Citigold Corporation Group have been eliminated.

Basis of measarement
The financsal report is drawn ap on a basis of historical cost principles

Borrewings
Borrowings are recorded initially at fair valae, net of transaction costs.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash in banks.

Comparative amounis
When the presentation or classification of items in the yearly financial report is amended, comparative amounts
shall be reclassified unless the reclassification is impracticable.

Employee benefits

Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave and long
service leave when it is probable that settlement will be required and they are capable of being measured
relsably.

Provisions made in respect of employee tenefits expected fo be settled within 12 months are measured at their
nominal values using the remuneration rate expected to apply at the time of settlement.

Provisions made i respect of employee benefits which are not expected to be settled within 12 months are

measured as the present value of the estimated future cash outflows to be made by the consolidated entity in
respect of services provided by employees up to reporting dale.
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Exploration, evaluation and development expendifure
Development expendiure activities are capitalised.
Exploration and evaluation expenditure is capitalised whers:

. It is expected that the expenditure will be recouped by fisture exploitation or sale; or

. Substantial exploration and evaluation activities have identified a mineral resonrce with sufficient
certairty that permits a reasonable assessment of the existence of commercially recaverable
IeseTVes.

{mpairment of assets

At each reporting date, the consolidated entity reviews the carrying amounis of its tangible and intangible assets
to determine whether there is any indication that those assets have suffered an impairment loss. 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 from other assets,
the consolidated entity estimates the recoverable amount of the cash-generating unit fo which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
currest market assessments of the time value of money and the risks specific 1o the asset for which the estimates
of future cash flows have not been adjusted.

Taxation

Current iax

Current tax is the expected tax payable on the faxable income for the period, using tax rates and tax laws that
have been enacted or substantively enacted by the reporting date. Current fax for current and prior perieds is
recognised as a liability {or asset) fo the extent that it is unpaid {or refundable).

Tax consolidation
The parent entity company and ail ils wholly-owned Australian resident entities are part of a tax consolidated
group under Australian taxation law. Citigold Corporation Limited is the head entity in the tax-consolidated

group.

Goods and services tax

Revenues, expenses and assets are recogrised net of the amount of goods and services tax (GST), except for
receivables and payables which are recognised inclusive of GST.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables
or payables.

Cash flows are included in: the Cash Flow Statement on a gross basis. The GST component of cash flows arising
from investing and financing activities which is recoverable from, or payable to, the taxation authosity is
classified as operating cash flows.

Inventories
Inventories are valued at the lower of cost and net realisable value. Costs are assigned to inventory on hand
using the first in first out method.

L eased assets

Assets held onder leases which result in entities in the consolidated entity receiving substantialiy all the risks
and rewards of ownership of the asset ({inance leases) are capitalised at the lower of the fair value of the
property, plant and equipment or the estimated present value of the minimum lease payments. Fhe
corresponding finance lease obligation is included withia interest bearing liabilities. The interest elernent is
allocated fo accounting periods during the lease term fo reflect a constant rate of interest on the remaining
halance of the obligation for each accounting period.

Operating lease assels are not capitalised and rental payments are included in the Income Statement on a
straight-iine basis over the lease term.
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Payables
Trade payables and other accounts payable are recognised when entities in the consolidated entity become
obliged to make future payments resulfing from the purchase of goods and services.

Property, plant and equipment

Depreciation of property, plant and equipment

The carrying amounts of property, plant and equipment {including the original capital expenditare and any
subsequent capital expendifure) is depreciated to its residual value over the useful economic lives of the specific
assets concerned or the life of the mine or lease, if shorter. The major categories of property, plant and
equipment are depreciated on a unit of production and/or straight-line basis as follows:

+ Buildings — 20 years

« Plant, machinery and equipment — 4 to 50 years

+ Vehicles — 5 to 8 years straight-line
« Computer syslems — up fo 8 years straight-line

Depreciation 1s caleniated on a straight line basis so as fo write off the net cost or other re-valued amount of
each asset over its expected useful life to its estimated residueal value. Leaschold improvements are depreciated
over the period of the ease or estimated useful life, whichever is the shorter, using the straight line method.

Depreciation rates and methods shall be reviewed at least asmually and, where changed, shall be accounted for
as a change m acconnting estimate. Where depreciat:on raies or methods are changed, the net written down
value of the asset is depreciated from the date of the change in accordasice with the new depreciation rate or
method. Depreciation recognised in prior inancial years shall not be changed, that is, the change in depreciation
rate or method shall be accounted for on a ‘prospective’ basis.

Provision for restoration and rehabilitation

Entities in the consolidated entity are generally required to decomsission and rehabilitate mine and processing
sites at the end of their producing lives to a condition acceptable to the relevant authorities and consisterst with
its environmental policies. The expected cost of any approved decommissioning or rehabilitation programme,
discounted to its net present value, s provided when the related envisonmental disturbance occurs, based on the
its interpretation of environmental and regulatory requirements.

Expected decommissioning and rehabilitation costs are based on the discounied value of the estimated future
cost of detailed plans prepared for each site. Where there is a change in the

expected decommissioning and restoration costs, an adjustiment is recorded against the carrying value of the
provision and any related asset, and the effect is then recognised in the Income Statement on a prospective basis
over the remaining life of the operation.

The provisions referred to above do not include any amounts related to remediation costs associated with
anforeseen circumstances. Such costs are recognised when environmental contamination as a resuit of oif and
chemical spills; seepage or other unforseen events gives rise to a loss which is probable and reliably estimable.
The cost of other activities to prevent and control poilutson is charged to the Income Statement as incurred.

Revenue recognition
Sale of goods
Reverme from the sale of goods is recognised when the consolidated entity has transferred to the buyer the

significant risks and rewards of ownership of the goods.

Other income
Other income is recognised on a recervable basis.
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2. Other Income

Interest Received 77615 20,945 35558

Equipment Hire 4 500 6,705 4 560

Government Rebates 24260 46,162 24,260

Net Profit on sale of assets 39987 - 39987 -
Brilliant Gold Reef Project - expenses - - 354,545 443,182
reimbursed

Cortra Earnings - advertising 178,000 - -

TOTAL 324362 67812 458,850 510,864

3. Other Expenses

Insurance 143,568 25,155 143,568 25,155
Office administration costs 474,188 281,285 417,085 241 018
Corporate administration 603,342 288,590 371,708 224382
Tenement charges & costs 86,273 165,223 86,273 105,223
Travel expenses 167,503 261,164 41,299 iR 148
Professional fees 138,616 135,558 130,409 121473
Consumables 26,275 217 26,275 217
Loss on carrency fransactions 9,132 - 15,700 -
Royaity - {190,000) - (190,000}
TOTAL 1,648 897 907,192 1238377 708,616
4. Aunditors Remuneration

Audit Services

Audit and review of financial
reports — Nexia Court & Co

Other regulatory Services - Nexia
Court & Co

9,636

20,000

14,298

12,581

6,288

20,000

14,208

12,581
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5. Income Tax Expense

calculated at 30% (2005: 30%)
on the {loss)/profit {1,278,861) (1,772,600) (912,892} (746,071}

Decrease / {Increase) in income tax
henefit due to :

Temporary differences 36,728 58,193 36.728 49,987

Deferred income tax asset not
recognised 1,242,133 1,713,407 1,242,133 896,074

Income tax attributable to net loss
for year - - - -

At 30 June 2006 consolidated deferred tax assets of $17,477,342 ($16,235,209 at 30 June 2005) arising
from carried forward income tax losses calculated at a tax rate of 30% (30 June 2005 30%) have not been
recoghnised as an asset.

At 30 June 2006 the parent entity had deferred tax assets of $14,409,914 ($13,167,781 at 30 June 2005)
arising from carried forward income tax losses calculated at a tax rate of 30% (30 June 2005 30%) which
have not been recognised as an asset.

The benefit of these losses will only be obtained if:
{Iy the company and / or the consolidated entity derive future assessable income is derived of a nature and
of an amount sufficient to enable the benefit from the deduction for the tosses to be realised;

{ii}y the company and { or the consolidated entity continues to comply with the conditions for
deductibility imposed by tax legislation; and

{iity future changes in tax legistation do not adversely impact on the utilisation of the carried
forward tax losses.

At 30 June 2006 and 30 June 2005 the consolidated entity had & nil balance on the franking
credit account.
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6. Earnings Per Share

Basic earnings per share

The calculation of basic carnings per share at 30 June 2066 was based in the loss attributable to ordinary
sharcholders of $4,262 815 ($5,908,668 in 2005) and weighted average number of ordinary shares outstanding
during the financial year ended 30 June 2006 of 513,804,746 (458,293,482 in 2003), calculation as follows:

rofit (foss) for the petio

Weighted average number of ordinary shares

{ssued ordinary shares at | July 458 293 482 418672412
Effect of shares issued in July 13,243 487 -
Effect of share puschase plan September 16,365,203 -
Effect of shares issued in Septeriber 8,703,658 14,364,575
Effect of shares issued in December - 7,727,821
Effect of shares issued in Jannary 0,052,137 685,388
Effect of share purchase plan February 4,543,478 -
Effect of shares issued in Febroary 7.020,5347 -
Effect of share purchase plan March - 6,899.380
Effect of shares issued in March 5,210,239 -
Effect of shares issued in April 54116 -
Effoct of shares issued in Jannary 318,345 -

Total weighted average number of ordinary shares used

in calcedating basic earnings per share 513,804,746 458,293,482

*ali attributable fo ordinary sharehelders

Diluted earnings per share

The calculation of basic earnings per share at 306 June 2006 was based in the loss attributable to ordinary
sharcholders of $4,232.244 ($5,908,668 in 2005} and weighted average number of ordinary shares outstanding
during the financial year ended 30 June 2006 of 528,596,646 (471,206,481 in 2003), calculation as follows:

Profit (loss) for the period*® {4,262 815) (5,908,668)
Weighted average number of ordinary shares
Weighted average of ordinary shares at 30 June 513,804,746 448 349 5376
Effect of options issued before 1 June not exercised by 30 June 12,066,999 12,906,999
Effect of options issued through out the year not 2,724,901 -

exercised by 30 June

Total weighted average number of ordinary shares used in

calculating diluted earnings per share 528,596,646 471,200,481

*ali attributable fo ordinary sharehelders
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Reconciliation of cash flows from operating activities

Net Loss for the vea
Adjustments for:

Depreciation 940,771 831,531 936,862 828,498
Irterest received (77,614) (35,557)

Conversion of options 36,956 36,956
Foreign exchange losses 9,131 - 15,766 -
Net profit on sale of assets (39,987) 2,350,273 (39,987) -
(.E.ncz_‘ease)f’ decrease in Trade and other 970,188 (2,297,328) 11185 (1,164.820)
receivables

(Increase)/ decrease in inventories (54,4923 - (54,492) 179,108
(Dec.:rease);’ increase in trade and other 362,031 (825,465) 400,008 i
receivables

incré?agef (decrease) in Employee (173,039) (7.282) (173,039 54202
provisions

Net Cash provided by/ (used im) ;355 880, (5620414  (1,982292)  (2,352,869)

operating activities

Cash and Cash Equivalents

Bank Balances 308,019 631,511 229,497 573,586
Call deposits 1,877,437 . 1877437 -
Cash and cash equivalents in 2,185,456 631,511 2,106,934 573,586

the cash flow staterment

Receivables

Current
Trade debtor 1,330,967 2,298 086 2,635,184 2,261,560
Trade debtor {Other) - - - 8,080
Security Bonds 22,225 22225 17934 17,934
Prepayments 2,453 4,552 2453 4,552
Receivables {(wholly owned subsidiaries) - - (398.444) 853,597
GST paid by company or acquisiiions 121,766 - 121,706 -
1477381 2,324,863 2,378,833 3,145,669

Citigold Corporation Limited and Controlled Entities - Financial Report for the Year Ended 30 June 2006

P30



14, Inventories

Current

Raw materials and 485,570 431,678 485,570 431,078
consumables

Gold Nuggets - 7,727 - 7,727

485570 438,805 485,570 438,805

1. Plant, Property and Equipment

PROPERTY, PLANT and EQUIPMENT
Exploration, Evaluation and Development

expenditure
Costs brought forward in respect of areas
of interest: 34,715,544 32,244,760 34,715,544 32,244,760
Costs incurred in period 4,550,763 2,470,783 4,590,703 2,470,784
Eess: Accumulated amortisation {1,142 988) (1,142,988) (1,142 988} (1,142,588)

Total exploration, evaluation and
development expenditure
The ultirnate recouprrent of costs carried forward for exploration and evaluation expenditure is dependent
on the successtul development and commercial exploitation or sale of the respective areas.

Mining Tenements - at independent

38,163,259  33.572.885 38,163,259 33,572,855

valuation
Independent valuation brought forward 74439915 17,651,915 09,432 625 12,644,625
Net revalaation increment 36,695,212 56,788,069 36,695212 56,788,060

Fess: Accomulated amortisation - - - -

Total mining tenements 111,135,127 74,439915 106,127,837 69,432,625

Freehold Land and Buildings
- at directors' valaation

Carrying amount at beginning of vear 518,548 518,548 518,548 518,548

Carrying amount at end of year 518,548 518,548 518.548 518,548
Plant and Equipment

Carrying amount at beginning of year 5,315,302 5,057.414 5,273,210 5,017,589

Additions during year 1,620,977 189,419 1,616,206 184,118

Less: depreciation charged in year (940,773 (831.531) {936,862} (828,497

Carrying amount at end of year 5,995,508 5,315,302 5,952,354 5,273,216

All Property, Plant and Equipment was independently re-valued as at 30 June 2006.
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PROPERTY, PLANT and EQUIPMENT CARRYING VALUES

Exploration, Evaluation and Development
expenditure at cost
Less: Accumulated amortisation

Carrying value at 30 June

Mining Tenements at Fair Value
Less: Accumulated amortisation

Carrying value at 30 June

Freehold Land and Buildings at Directors
Valuation

Less: Accumulated depreciation

Carrying value at 30 June

Plant and Equipment at Fair Value
Less: Accumulated depreciation

Carrying value at 30 June
Total Carrying value

L.eased Plant and Machinery

39306247 34,715,543 39306247 34,715,543
(1,142,988)  (1,142.98%)  (1,142,088)  (1,142,98%)
38,163259 33,572,555 381632590 33,572,555
1,135,127 74439915 106,127,836 69 432,625
11,135,127 74439915 106,127,836 69 432,625
518,548 518,548 518,548 518,548
518,548 518,548 518,548 518,548
9,453,266 7,832,289 9,402,814 7,786,607
(3457,758)  (2,516987)  (3450260) (2,513,397
5,995 508 5,315,302 5,952,554 5,273,210

185,796,726 113924328 150,746,482 108,541,217

Entities in the consolidated entity lease production equipment under a number of finanice lease agreements. At
the end of cach lease the entity has the option to purchase the equipment at a beneficial price. At 30 June 2066
the net carrying amount of leased plant and Machinery was $1,173,14G. The lease equipment secures lease

obligations.

Independent Valuation

The valuation was condacted by T.V. Willsteed, BEag({Hons), BA, FAusIMM, MMICA, of Terence Willsteed
& Associates Pty Limsted, consulting mining engineers and independernt valuers of mining assets. Mr Terence
Willsteed is a mining engineer with over 48 vears experience it mining operations, mineral processing,

corporate management and consuliing practice.

12. Other non-current assets

Security deposit against restoration

costs lodged with the Department of 509,257 509,257 505,304 505,304
Mines and Energy
Inveshpents in subsidiary companies ) i 10597477 10,507 477
at cosis

509,257 509,257 11,162,781 11,162,781
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13. Investments

Listed (;’:C;L}lf.:y securities Available for 2282000 i 2,982,000 i
Sale — at fair value

14. Payabies

urren
Trade Creditor {wholly owned 1,061.493 337,230 1,052,737 305,021
subsidiaries)

Sundry Creditors and accrued Expenses 434 556 1,259,585 432 557 1,301,014
Amounts Payable to wholly owned - - - 817,361
subsidiaries

Amounts Payable fo partly owned - - - 300,994
subsidiaries

FBT Payabie

1,496,049 1,596.815 1485204 2724 420
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15, Interest Bearing Liabilities

urren

Unsecured Liabilities

Loarzsq fi‘?l“n specified director related 300,000 300,000 300,000 300,000
Entities

Convertible notes 1,813,583 - 1,813,583 -

2,113,383 300,000 2,113,583 300,060

Secured Liabilities

Loans from unrelated parties 4,990,514 7,490,514 4,990,514 7.490.514
Finance Lease Liabilities 219,783 - 219,783 -
Hire Purchase Liabilities 209,756 39570 209,756 39.570

5420053 7,530,084 5,420,053 7,530,084

7,533,636 7,830,084 7,533,636 7,830,084

Non Cuarrent

Unsecured Liabilities

Convertible notes - 1,603,583 - 1,663,583
- 1,663,583 - 1,663,583
Secured Liabilities
Finance Lease Liabilities 587,539 - 587,539 -
Hire Purchase Liabilities 385416 20,929 385416 20,929
20,929 20,929
972,958 1,684,512 072,958 1,684,512
Security Leans to unrclated parties
The wnrelated party loan facility exiended fo the Company is secured by:
(1) A first registered fixed and floating charge over all assets and undertakin gs of the company: and
(it) A first registered mortgage over all mining leases and mineral developmert licences held by the

Company

Finance Lease Liabilities
Finance lease liabilities of the consolidated entity are payable as follows

Less then 1 year 285,609 69,826 219783
Between | and 5 years 674,184 86,640 387,539
More then 5 years - - -

963,793 156,472 807322

The consolidated entity’s lease liabilities are secured by the leased assets of §1,173,140 (20035: ail). In the event
of default, the leased assets revert to the lessor.

Convertible Notes

In March 2307 note holders have the option to receive orie ordinary share for every note held. Notes that are not
converted to ordinary shares will be redeemed at face value.
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Hire Purchase Liabilities
Hire Purchase liabilities of the consolidated entity are payable as follows

Between 1 and 5 years 45'?;6'?1 75,196 385416
More then 5 years - - -

710,655 115483 595,172

The consolidated entity’s lease liabilities are secured by the leased assets of $1,173,140 (20035: ail). In the event
of default, the leased assets revert to the lessor.

16. Employee Benefits

Share based payments

No share based payments are made to any employees of the consolidated entify.

17. Provisions

Current Provisions

Employee entitlements 264,641 178,388 264,641 178,388
264,641 178,388 264,641 178,388

Non Current Provisions

Restoration, rehabilitation and enviroamental 503,304 505,304 505,304 505,304
Employee entitlements 17,434 59,609 17434 59,609
522,738 564,913 522,738 564,913

Restoration, rehabiitation and envirenmental

The provision for restoration, rchabilitation and environmental work has been classified as a non-currernt
provision as the obligation to perform such work will only arise on the cessation of mining. The provision,
which has not been discounted fo present value, is {ully funded by a cash deposit of an equal or greater amount
held by the Queensland Department of Mines and Energy.

fmployee Entitlements

At 30 June 2006 the consolidated entity and the Company had 40 equivalent full time employees (2005: 23)
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18. {ssued Capital

Reconciliation of movement in issued capital of the parent entity

Balance at 1 July 2005

Movements in Issued Capital as follows:

Date

05/07/05
28/07/05
24/H0/05
05/09/05
05/09/05
11/01/06
28/02/06
28/02/06
01/03/06
17/03/06
13/04/06
03/05/06
25/05/06

Details

Ordinary Share Issue
Ordinary Share Issue
Ordinary Share Issue
Ordinary Share Issue
Ordinary Share {ssue
Ordinary Share Issue
Ordinary Share Issue
Ordinary Share Issue
Conversion of Options
Ordinary Share Issue
Conversion of Options
Conversion of Options
Conversion of Options

Capital raising costs allocated against issued

capital

Total Movement for the year

Balance at 30 June 2006

Share options

458,293 482

Number of

shares

5 400,000
8,533,043
15,133,284
10,268,933
500,000
13,430,000
18,016,013
16,300,000
340,000
17,549,596
250,000
383,334
2,529,164

108,634,267

566,927,749

The terms, amount and number of options are as follows:

Issue/(buy
back) Price

10 cends
10 cends
12.5 cents
10 cends
15 cends
11 cenis
15 cends
16 cenis
15 cends
15 cends
15 cends
15 cends
15 cents

A
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Nurmber of 15 cent options on issue at 3G June, each convertibie to one 12,006,999
ordinary share

Exercise Price 15 Cents
Expiry date G6-Dec-06
Nurmiber of 15 cent options on issue at 30 June, each convertible to one 2,724,901
ordinary share

Exercise Price 15 Cents
Expiry date 1'7-Mar-08

73,539,490

540,000
853,394
1,891660
1,026,893
75,000
1,477,300
2,702,402
2,608,000
51,000
2,632,439
37,500

57 500
379,375

(350,644)

13,981,820

87,521,310

12,906,999

15 Cents
06-Dec-06
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Movement in share options
The movement in the company’s share options during the year ended 30 June 2066 were as follows:

Date Details Number of Issue/{(buy S
opticns back) Price
09/09/05  Issue exercise price 15 cents, expiry date 6 506,060 - -
Dec 2066
28/02/06  Issue exercise price 15 cents, expiry date 6 506,060 - -
Dec 2006
01/63406  Conversion of options expiring 6 Dec 2006 (340,600) 15 cents {51,000)
17/03/06  Issue exercise price 15 cents, expiry date 4,387,399 - -
17 Mar 2008
13/04/06  Conversion of options expiring 17 Mar {250,600) 15 cents {37,500)
2008
03/05/06  Conversion of options expiring 6 Dec 2066 (333,334) 15 cests {50,000)
03/05/06  Conversion of options expiring 17 Mar (50,000} 15 cents (7.500)
2008
25/05/06  Conversion of options expiring 6 Dec 2066 (1,166,666) 15 cents (175,600)
25/65/06  Conversion of options expiring 17 Mar {1,362,498) 15 cenis (204,375)
2008
Total Movement for the year 1,884,901 (825,375
19. Accumulated Losses

Accumulated losses at beginning of year  (37,019,170)  (31,209204)  (31,532,573) (29,045,671 )
Net loss for the year (4262815)  (5,908,668)  (3,042,972) (2,486,903)

Net changes in cuiside equity interests 54 98,761
(41,397,830)  (37,019,170)  (34,380,011)  ( 31,532,573)
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pAL

Reserves

A

Coemposition:

Asset Revaluation Reserve

Capital Profits Reserve

Available for sale assets revaluation
reserve

Mevements:

Asset Revaluation Reserve

Balance at beginning of year
Revatuation increase during the year

Balance at end of year

Capital Profits Reserve
Balance at beginning of year

Balance at end of year

Fair Value Reserve
Balance at beginning of year

Revaluation (decrease)increase during

the year
Balance at end of year

Asse! Revaluation

105,508,036 68,812,824 105,508,036 68,812,824
571,430 571,430 - -
(326,000) - (326,000) -
105,753,466 69384254 105,182,037 68,812,824
68,812,824 12,024,824 68812824 12,024,824
36695212 56788000 36695212 56,788,000
105,508,036 68,812,824 105508036 68,812,824
571,430 571,430 - -
571,430 571,430 - N
(326,000) - (326,000) -
(326,000) - (326,000) N

The asset revaluation reserve contains net revaluation increments and decrements arising on the

revaluation of non-current assets.

Capital Profits

Upon disposal of re-valued assets, and incremenis standing to the credit of the asset revaluation
reserve is transferred to the capital profits reserve.

Fair Valee Reserve

The fair value reserve includes cumulative net change in the fair value of available for sale

mnvestments until the investment is derecognised.
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21. Commitmients

Finance Lease Commitments

Payabie:

- not later than one year 289 609 44140 289 609 44 149
- later than one year but not later than five years 074,184 22 520 074,184 22,520
Minimaom lease payments 963,793 66,660 963,793 66,660
Less futare finance charges (156472) {6,160 (156472 (6,1600
Total lease Hability 80y7,322 60,500 807,322 60,500

The finance leases comemitments are for finance leases over office equipment, motor
vehicles and portable items of plant. The leases are on normal commercial terms and
conditions and are for terms of between one and four years.

Exploration expenditare commitments

The conselidated entity and the Company have the following discretionary
exploration expendiiure commitmends in respect of exploration and mining tenements
to maintain carrent rights of tenure. These commitmerds may be reduced by
rencgotiation upon renewal of the tenements, or by relinquishment of tenure.

Payable:
- not later than one year 423000 423000 425000 425,060
- fater than one year but not later than five years 1,439,291 805,006 1439291 805,060

1.864.291 1,203,000 1,864,291 1,203,000

Operating lease commitments

Operating Lease Commitrments in respect of non-cancellable operating
leases contracted for but not capitalised in the financial statements

Payable:
- not later than one year 252,984 38,140 252084 38,140
- fater than one year but not {ater than five years 457671 62,091 457671 62,091

710,685 100,230 710,655 100,230

The general terms of the operating lease commitments
disclosed above are:

i a non - cancellable property lease with an term of 3 years. Rent is payable monthly in advance.
Provisions within the lease agreement require that the minimuem lease paymenis shall be increased by
the lower of CP1 or 4% per annum. An option exists 1o renew the lease for a further period of three
years ai the end of the lease term.

il.  Non - cancellable leases for rerstal of office equipment with initial terms of between 3 and 5 years.

Rentals are payable monthly. The agreements do not contain escalation clauses. Options exist to renew
the leases annually at the end of the lease term.
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22. Consolidated Entities

Charters Towers Gold Pty Ltd Aunstralia 100 100 5 Oct 1995
Charters Fowers Mines Pty Lid Aunstralia 91.5 91.5 14 Mar 1984
Charters Technology Piy Lid Aunstralia 100 100 13 Jan 2000
Gold Management Pty Ltd Aunstralia 100 100 28 Jan 2000
Gold Projects Pty Lid Aunstralia 100 100 25 Jan 2000
Great Mines Limited Auxstralia 100 166 18 Mar 1984
Deeprock Mining Pty Limited Australia 81.2 81.2 18 Jun 1984
Citigold FZCO UAE 100 166G 11 Dec 2002
Queensiand Gold Mines Pty Limited Anstralia 100 100 27 Yeb 2006

{ncorporation of subsidiary

Queensland Gold Mines Pty Limited was incorporated by the entity during the year. No assets or liabilities were
acquired daring this incorporation.

23, Financial Instruments

Exposure to credit, inferest rate risk and currency risk arise in the normal course of the consolidated entity’s
business. No hedging of this risk is undertaken by the consolidated entity.

Fair Values

Equity Securities available for sale ,608, 282, - -
Trade and other receivables 1,355,675 1,355,675 2,324,863 2,324 863
Cash and cash equivalents 2,185,456 2,185,450 631,511 631,511
Convertible notes (1,813,583) (1,813,583} (1,663,583) {1,663,583)
Loan from associate (300,000) (300,0003 (300,000) (300,060)
Trade and other payables (1,063,493) (1,063,493} (1,596,813) {1,596,813)

2,972,055 2,646,055  (604,022) (604,622)
Unrecognised (lossesy gains (326.000) - - -
Securities

Fair value is based on quoted market prices at the balance sheet date without any deduction for transaction costs.

24, Subsequent Events

The term loan secured with a fixed and floating charge over Citigold Corporation and its subsidiaries has been
paid in full. No other matters or circumstances have arisen since the end of the half year that have significantly
affected, or may significantly affect, the operations, results of operations or state of affairs of the consolidated
entity in subsequent accounting periods.
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25, Going Cencern

The finarncial statements have been prepared on a going concern basis. As in previous financial periods, the
ability of the consolidated entity to meets its expenditure commitments and progress with its development and
exploration program is dependent upon continued capital raising.

26. Confingent Liabilities

DPuring the previous accounting peried, the entity entered into an agreement with the trustee of a related unst
trust to pay futare royalties from gold production. The consideration received for the royalties payable in the
future has been recorded as revenue.

The amount and timing of the payments by the entity is contingert on a number of future events and
circumstances, such as the future price of gold and the timing and amount of gold production. The effect of
these circumstances cannot be accurately predicted at the date of signing these financial statements. In general
terms the minimum amount payable under the agreement is nil and the maximum amount payable is 1.4% of the
value of 40,000 ounces of gold plus one nullion doliars ($1,000,060).

2L Segment Reporting

The consolidated entity operates in the mining exploration industry. Details of the mining exploration activities
are set out in the review of operations. Each company within the consclidated entity operates within the one
geographic area, being Australia.
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28, Key management personned diselosures

(a) Directors

The following persons were Directors of Citigold Corporation Ltd during the financial yeas:

. J 1 Foley — Non-executive Chairman
. M F Lynch — Managing Director
. Dr P B Bloed — Nen-executive Director

(b) Other Key Management Personnel

The following persons also have authority and responsibility for planning, directing and controlling the
activities of the Company, directly or indisectly, during the financial year:

. C A J Towsey — Chief Operating Officer
. G Foord — General Manager Engineering
. JT Lynch — Site Senior Execative

. R J Morrisons — Exploration Manager

. M B Martins — Company Secretary®

. R J Shand — Company Secretary*

* Held this position for part of the year
All the above persons were also Key Management Personne! during the year ended 30 June 2606 and are all
employees of Citigold Corporations Limited.

(¢) Keyv management personnel compensation

L2006 - 2005 72006 2005

...... g g g g
Short term employee benefits 1,211,638 1,193,089 948,138 816,381
Post employment benefits 75,397 165,406 53,444 84,430

Share based payments

1,287,035 1298495 1,061,582 900,817

The company has taken advantage of the relief provided by ander the Corporations Regulations and has
transferred the detailed remuneration disclosures to the Directors Report Glemn 11).

(d) Key management personnei equity interest

Shares

The nomber of shares held in the Company daring the financial year by each Director and cach of the Key
Management Personnel of the Group, including related entities, are set out below:

Directors

i Foley 4,860,964 - - 4,800,964
M J Lynch 86,668,613 - 166,600 86,774,613
Dr P B Bloed - - - -
Other Key Management Personnel

R J Shand - - - -
C A J Towsey 269,666 - 95,334 365,000
G Foord 320,000 - (185,000) 135,600
JF Lynch 86,668,613 - 166,600 86,774,613
R ] Morrison 266,000 160,600 {(40,803) 325,197
M B Martin - - - -

Citigold Corporation Limited and Controlled Entities - Financial Report for the Year Ended 30 June 2006 P42



Shares

The number of shares held in the Company daring the financial year by each Director and cach of the Key
Management Personnel of the Group, including related entities, are set out below:

Directors

F1Foley 34,723,149 - (30,795,502} 4,800,904
M J Lynch 118,768,558 766,600 (32,806,545} 86,668,013
Pr P B Blood - - - -
Other Key Management Personnel

R J Shand 29,675,590 - (29,675,596} -
C A JF Towsey 161,750 - 67916 269,666
G Foord - - 320,000 320,000
FF Eynch 118,768,558 766,600 (32,806,545} 86,668,013
M Desai - - - -
R J Morrison 151,000 - 115,000 266,000
M B Martin - - - -
Options

The namber of options held in the Company during the financial year by each Director and each of the Key
Management Personnel of the Group, including related entities, are set out below:

F 1 Foley - - - - - -
M J Lynch - - - - - -
Dr P B Bleod - - - - - -

Other Key Management Personnel

R ¥ Shand - - - - - -
C A J Towsey - - -
G Foord 320,000 - - - 320,000 320,060
JF Lynch - - - -
R ] Morrison 360,006 (160,660) - - 200,000 200,060
M B Martin - -
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Options

The smamber of options held i the Company during the financial year by each Director and each of the Key

Managemerd Personnel of the Group, including related entities, are set out below:

Direciors

F 1 Foley 5600000 (873,717 - {7,294,000) -
M J Lynch 8,000,000  {706,660) - {4,126,283) -
Pr P B Blood - - - - -

Other Key Management Personnel

R ¥ Shand - - - - -
C A J Towsey - - - - -
G Foord - - - 320,000 320,000
JF Lynch - - - - -
R ] Morrison - - - 300,000 300,000
M B Martin - - - - -

(e) Other transactions with Key Management Personnel

320,000

300,060

The following amounts were loaned 1o the company by a related party of the following Director and Key

Management Personnel,

F I Foley -
M J Lynch 300,690 - - -
Pr P B Blood - - - -

Other Key Management Personnel

R J Shand - - - -
C A JFowsey - - - -
G Foord -
J F Lynch 300,000 - - -
R ] Morrison - - - -
M B Martin - - - -

300,060

300,060

28. Explanation of fransition to AE - IFRS

Reconciliation of Income Statement

The adoption of A-IFRS has not resulted in any material adjustments to the Income staternent
Reconciliation of Balance Sheet

The adoption of A-TFRS has not resulted in any material adjustments to the Balance Sheet.
Reconciliation of Cash Flow Statement

The adoption of A-IFRS has not resulted in any material adjustments to the Cash Flow Staternent.
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Directors’ Declaration
The Dnrectors Declare that:
(a) The financial statements and notes are in accordance with the Corporations Act 2001 including:

(1) comply with Accounting Standards, the Corporations Regulations 2001 and other
mandatory professional reporting requirements in Australia;

(it) giving a irae and fair view of the Company's and consolidated entity's financial position
as at 30 June 2006 and of their performance, as represented by the results of their

operations and their cash flows, for the financial year ended on that date; and

(b) In the director’s opinion, there are reasonable gronnds fo believe that the company wili be able to pay its
debts as and when they become due and payable; and

() The directors have been given the declarations by the chief executive officer/chief financial officer for

the financial year ended 30 June 2006 purssant to Section 295A of the Corporations Act.

Signed in accordance with a resolution of the directors.

G

J J Foley M J Lynch
Chalrman Director
Sydney

30 September 20606

Citigold Corporation Limited and Controlled Entities - Financial Report for the Year Ended 30 June 2006 P 45



NEXIA
COURT
&C0

INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF
CITIGOLD CORPORATION LIMITED

Seope

I?iegimmz‘ai repori, remuneration disclosures and direciors ' responsibility

The financial report comprises fhe income statement, balance sheet, cash flow statement,
statements of changes in equity, accompanying notes fo the financial statements, the
disclomures made as yequired by Aunstralian Accounting Standard A4SE 124 Related
Party Disclosures of the directors report 43 permitied by Corporations Act Regulation
IMLG.04 Cremuneration disclosures™s and the directors” declaration, {3t out o0 pages 20
to 48), for both Citipeld Corporation Limited {the “Company™} and Citigold Corperation
Limited and its confrolled entities (the “consolidated entity™) for the year ended 30 June
2006, The consolidatad entity comprises both fhe Company and the entities it controlled
during the year.

The directors of the Company are responsible for the preparation and true and fair
presentation of the financial report in accordance with the Corporatinns Act 2001, This
includes responsibility for the maintenance of adequate acoounting records and internal
records and internal controls that are designed to prevent and detect fraud and ervor, and
for the aceounting policies and accounting estinmtes mherant in the financial report. The
direciors are also responsible for preparing the relevant reconciling information
regarding the adjustments required under the Anstrabian Accounting Standard AASB |1
Firgt time Adoption of Australian Equivslents to Infernational Financial Reporring
Standards.

Audit approach

We have conducted an Independent audit in order to eXress an opinion to the members
of the Company. Our andit was conducted in accordance with Austalisn Auditing
Standards m order to provide reasonable assurance as to whether the financial report is
free of material misstatement and the remuneration, disclosures comply with Austrafian
Accounting Standard AASB 124 and Corporations Act Regulation 2M.6.04, The nature
of an audit is influenced by factors such as the use of professional judgement, selective
testing, the inherent limitations of internsl control, end the availability of persuasive
rather than conclusive evidence. Therafore, an andit cannot puarantee that all material
sisstatements bave been detected.

We performed procedures to assess whether in all matenial respects the financial repott
presents fatrly, in accordance with the Corperations Act 2001, Acvounting Standards and
other mandatory financial reporting requirements it Australia, & view which 18 consistent
with our understanding of the Company's and the consolidated entity’s financial position,
of their performance as represented by the results of their operations and cash flows and
whether the remuneration diselosures comply with Ausiralian Accountng Standard
AASE 124 and Corporation Act Regulation 2M.6.04.
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INDEPENDENT AUDITORS REPORY
1O THE MEMBERS OF
CITIGOLD CORPORATION LIMITED
{Centinned)

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

c examining, on a test basis, fbrmation te provide evidence supporting the amounts and
discloseres in the financial repert, and
. assessing the appropristeness of the accounting policies and disclosures used and the

reasonableness of significant acoonnting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial
reporting when determiring the nature and extent of our procedures, our andit was not designed
to provide assurance on internal controls,

Independence ‘
In conducting our audit, we followed spphcable independence requirements of Austeaban
professiona] ethical pronouncements and the Corporations Act 2001,

Audit Opinion

In our opinton, the financial repart of Citigeld Corporation Linnted is in accordance with:

2 the Corporations Act 2001, inchading:

i giving a true and fair view of the Company's and consolidated entity’s financial
position ax at 30 June 2006 and of their perfoemance for the year ended on that date;
ane

I compiving with Accounting Smndards and the Corporations Regulations 2001 ; and
b other mandatory professional reporting requirements in Anstralia.
¢ The resmmerstion disclogures that are comtamed in the Remuneration repott forming part

of the Directors’ Report comply with Australian Accounting Standard 4458 129 Related
Party Disclosures wnd Corporations Act Reguiation 2M.6.04.

Aoy’ Comart - o 2
Nexia Court & Co Stephen Hog
Chartered Avcountants Partner

Dated at Sydney; lo September 2006
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CORPORATE DIRECTORY

Citigold Corporation Limited
ABN 30060397 177

CORPORATE & REGISTERED OFFICE

16 Lang Parade, Miiton Qld 4064 Brsbhane Australia
PO Box 1909, Milten Qld 4064 Brisbane Australia
Telephone: +61 7 387G 8060

Facsimilie: +61 7 3870 8111

Email: info{@citigold.com

CHARTERS TOWERS MINE SITE

Clermorst Highway

PO Box 16, Charters Towers €id 4820 Anstralia
Telephone: +61 7 4787 8360

Facsimilie: +61 7 4787 8600

Email: mine@ctigold.com

INTERNATIONAL OFFICE
Gold & Dyiamond Park

Sheikh Zayed Road

PO Box 38148, Dubai, UATL
Telephone: +971 4 340 4588
Facsimilie: +971 4 340 4588
Email: gold{@citigold.com

DIRECTORS

John J Foley, Chairman

Mark J Eynch | Managing Director
B Peter BB Blood, Director

COMPANY SECRETARY
Matthew I3 Martin

EXCHANGE LISTING
Australian Stock Exchange (ASX) Code ‘CTO’
American Depository Receipts (ADR) Code ‘CTOHY”

SHARE REGISTRY

Computershare Investor Services

Level 27, 345 Queen Street, Brisbane (Qid 4600
Telephone: 1360 552 270

AUDITOR

Nexia Court & Co

Level 29, 264 George Street,
Sydney NSW 2000

BANK
Australia and New Zealand Banking Group Limited
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