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CHAIRMAN’S LETTER TO SHAREHOLDERS
Drear Shareholders,

Your Company has made significant progress in expanding its mineral exploration and development base.
Company management has been active in searching both for new opportunities and the most appropriate means of
adding value to existing projects.

Cluff has re-entered gold exploration by gaining a stake in a relatively high grade target in eastern Australia. i also
continues to develop and explore its gemstone properties, and continues to assess other precious metal and
gemstone opporiunities.

Egerton Gold Projeet.

The Company has entered into a joint venture to explore and develop the Egerton goid field, near Ballarat in
Victoria. Within the tenements are a number of significant past producers with workings extending to more than
530 metres below surface. Estimated production from between 1861 and 1893 of the two largest producers, the
Black Horse and the Egerton, exceeds 390,000 ounces of gold. ln all, the principal workings extend over more
than 1,600 metres from south to north, and were active until at least 1903.

Existing exploration data has two principal sources: the underground drives on the lower levels of the Egerton
shaft, where much of the development in the first decade of the 20™ Century was aimed at finding orebody
extensions, and the relatively shallow drilling by late 26 Century mineral explorers.

There are a number of targets at Egerton, and a program fo define these is being planned as 1 write this letter.
Amongst those targets which will be evaluated are: {1) extensions to the known orebodies, including those thought
to have been displaced by faults; (2) remnant stoping blocks of grades which are now of commercial interest, and
{3) relatively shallow mineralised zones delineated by drilling. This last category has to be considered with
caution, as a proportion of the exploration area is close to habitation and is unlikely to be available for mining. Of
particular interest are the reported widths of some of the mineralised zones, which appear to favour modern
mechanised mining technigques.

Egerton is expected to be a prime focus for our exploration activity in 2006,

Gloucester Ruby Project

Development of the Gloucester project continued throughout the year, as Areas 4 and 11 were partially mined. Site
infrastructure has been improved, with an access bridge constructed across the Gummi River and a series of tailings
seftlement dams established. The gemstone concentrate continues to be sold to Consolidated Press Holdings
{*CPH™} subsidiary Ellerston Gems under the provisions of our Stage 2 Project Agreement.

Under the current plan of operations, the Gloucester Project is expected to continue producing gemstones using the
existing plant for at feast two years, as Ellerston Gems increases inventory and develops a market for high quality
cut ruby. It is understood that CPH is conducting a review of all of its business units, which may beneficially or
adversely affect the proposed rate of development of the mine. We expect to be advised of the outcome of this
review in the pnear future, and the board is conferring with CPH representatives on plans of action following the
review.

Gloucester remains our most advanced mining project, and has significant scope for expansion upon establishment
of the cut ruby marketplace by Ellerston Gems.



Copeton Diamond Project

The exploration shaft in the Davis Block, to the south of Mt Ross, was sunk to basement levels. Ground conditions
were difficult, and dewatering the block was problematic.

Nevertheless, since year end the program has again obtained momenatum with the shafi having been advanced into
the underlying granite. Plats have been established and lateral development is underway. From this development
in granite, the Company plans to establish a number of rises into diamondiferous wash or old workings in the
unconsolidated sediments above the granite, from which bulk samples will be extracted.

At Bingara, a similar uaderground development plan is proposed after reconnaissance drilling has been undertaken.
Because of favourable topography, a luxury we did not have at Copeton, it is currently planned that this
development will be by adit rather than by a shaft, thereby simplifying drainage and access issues. This
development will not commence untii the current Copeton program is completed.

Anakie Sapphire Project

The Anakie project remains inactive whilst the necessary statutory permitting is soughi. Once permitting is in
place, the Company expects to conduct shallow large-diameter drilling to determine the wash profile.

In Conelusion

The Egerton project exposes the Company to some of the significant opportunity value that exists in gold
exploration and mining. In addition to value recently created by the remarkable increase in gold price over the past
vear, active exploration and development in Victoria by a aumber of other mining companies has negated a
previous industry-wide perception of pessimism in the ability to establish sach proiects in the region. Nevertheless,
the Company remains cognisant that its success will be related directly fo recognising the controls of mineralisation
and identifving additional resources at Egerton.

With the combination of gold and gemstone projects, we look forward to an interesting year.

[ would like to take this opportunity, on behalf of the board, to thank our staff and consultants for their continued
efforts during the vear. Our functional units have been ably directed by operations manager Don Crowe {with
Gloucester Mine manager Chris Hall} and chief financial officer Ewen Fraser. ln particular, | wish to personally
thank executive directors Peter Kennewell and Scott Enderby for thelr untiring approach fo advancing the
Company’s interests.

[n addition, we welcome the new sharehiolders to the Company, and are pleased to have the invoivement of Firebird
(lobal Master Fund as a significant shareholder.

Yours faithfully,

Steve Gemell
Chairman



MANAGING DIRECTOR’S REPORT

EGERTON GOLD PROJECT

{Cluff option to earn up to 75%, 2.3% net smelter royalty to Tech-Sol)

A Heads of Agreement to enter a Joint Venture Agreement with private company Tech-5ol Resources Pty Lid has
been signed to explore and develop the Egerton and Gordon Goldfields located 20 kilometres east of Ballarat, in
Victoria.

Egerton location map

The JV includes the Exploration Licence 4574, over the whole of the Egerton Goldfield, together with a conditional
sale and purchase agreement over EL 4844, held by Oroya Mining Limited. This EL covers the northerly extension
of the mineralised zones, and includes most of the Gordon Goldfield. Exploration may be assisted by two granted
Mineral Leases (MIN 3421 and MIN 4422} over the most obviously prospective gold areas, which entitle the JV to
sink exploration shafis, subject to governmental approval. The tenements cover the Egerton, Black Horse and Sister
Rose Mines, the largest producers on the Goldfield.

The Egerton Mine has been reported as having produced 390,000 tonnes of ore at an average recorded grade of
12.6 grams per tonne between 1861 and 1893, while the Black Horse Mine was reported as 303,000 tonnes of ore
averaging 10.1 grams per tonne. These past production estimates are yet to be reviewed by the Company.

William Bradford in “The Egerton-Gordon Goldfield”, {Bulletin of the Geological Survey of Victoria No 10),
commented “In working out the richer parts of the Egerton deposit, hundreds of thousands of toanes of ore have
been left, which, even now, would probably keep hundreds of men emploved if only a 100-head up-to-date mill
were set going”™. The Main Drive North on Lode, 1760-ft level, Black Horse Shaft was described “Full width here
exceeds 12 feet, and is good enough for bulk treatment™.

Cluff has acquired a database under the terms of the Joint Venture. This data base, of over 130 assayed reverse
circulation drill holes o 130 metres depth, includes a number of encouraging intersections which will need
interpretation of their geological context before their significance can be assessed.

However, a cursory inspection of this data base {which included the 3D computer modelling work shown on the
cover of the Annual Report} is very encouraging and identifies the possibility that blocks of unmined gold bearing
rocks may exist within the historical workings. A deep drilf hole (425 m) has been provisionally planned to test
down plunge extensions of the Sister Rose workings on MIN 3421. Other deep holes are under consideration.
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The company also plans to assess the viability of gaining access to the historical underground workings for
exploration purposes via one or two of the several historical shafts and two known adits in the area. Some
historical shafts have been filled In past years but it is known that at least one has simply been capped.
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The terms of the Joint Venture are:

Stage 1

Cluff has paid $25,000 cash as an option fee, and may exercise within four months of the option by paying
a further $75.000 in shares. It will also meet additional costs of the permits of approximately $26,000, and
some bonds.

Upon exercise of option, Cluff may earn 51% of the prolect by spending $350,000 within two years on
exploration, and giving notice to proceed to Stage 2.

If Cluff pulls out of the project at this point, the tenements revert or remain with Tech-Sol.

Cluff has an option to purchase, for $30,006, 30% of profits from a small dam leach operation on the
tenements. Participation is subject to Cluff due diligence.

Cluff then has an option of earning a 75% interest in the proiect by spending an additional $1,650,000 on
exploration or development.

By mutual consent, Cluff may sole risk up to an additional $1 million to take project to conclusion. Tech-
Sol will repay twice its share of expenditure from any future profits.

After completing Stage 1, Cluff has earned equity in the project.

Tech-Soi retains a 2.5% net smelter royalty on gold production.

No liabitities are assumed by Cluff for Tech-Sof’s present dam feach and former CIP operation.

The Egerton-Gordon Goldfield hiad produced 770,660 ozs of gold by 1903, with the larger mines closing around
1904. The gold bearing quariz veins of the Ballarat Goldfield appear to have developed on the western side of a
large granite mass, while the Egerton and Gordon veins have formed in a similar position but on the eastern side.

The gold oceurs in “wing makes”™, or quartz veins extending from vertical rock fractures (see Figure). Several such
fractures have been mined or prospected for over a kilometre. Bradford compares the “wing makes” to the
Scotchman’s lode formation at Stawell, and the Great Columbian and Welcome lode formations at inglewood.
Many are low grade, but exceptionally rich patches are present in places. He states “"a mass of stone associated with
decomposed dyke material, on the eastern side of the ‘vertical’, a layer, or floor, of golden stone was found, hiaving
a fength of about 60 feet, a width of 6 or 7 feet, and a thickness of about 2 feet, the whole of which, it is said, was
hung together with gold™.



Flgure 1: ldeat & sections showing the of lode struct

f Egerton at
(a8} The Fose; {b) Sister fase workings o The norik of i2); and {c) the area norin of {B}.

He pointed out that “only one of a great system of ‘wing makes® of quartz has received attention, returning
remarkable richness from its outcrop to a depth of about 850 feet, below which point it has not been followed. The
whole line of this golden deposit is known as the Rose shoot of gold, and persons who participated in its dividend
have been heard to remark “If the Company could only pick up this wonderful shoot at lower levels, things would
soon be right again® ™.

Tech-Sol Resources Pty Ltd is a private company which has produced over 6,200 ounces of gold from tailings on
the Egerton Goldfield by dam leaching and CIP operations. In the cowse of this production work, Tech-Sol
removed a large quantity of historically produced tailings from the local water course and this has resulted in a very
marked improvement in surface water quality in the local area.

GLOUCESTER RUBY MINE (Ciuff 100%, subject to a business arrangement with Consolidated Press
Holdings L.td}

During the past year the Gloucester Ruby Proiect commenced work as continuous producing mine. initially the
wash plant was upgraded and then mining commenced from Area 4 and later moved to Area 11. The project site is
located at the headwaters of the Manning River and all environmental aspects of the operation are monitored very
closely by the Cluff personnel at site and by the EPA.

As a condition for operating the mine two Community Monitoring Consultative Commitiee (CMCC) meetings
were held during the year. The Commitiee is made up of representatives from the local councils, the State
Government authorities who have granted us licences fo operate the mine (EPA and DIPNR), and a community
representative. During meetings the environmental monitoring resulis are reviewed, the mining sites are inspected
and an opportunity offered for the representatives to discuss the mining processes. Ultimately this communication
ensures that the Company has complied with all licences and Development Application terms and conditions.

There were no pollution events or lost time incidents at the Ruby Mine. Ruby production is summarised below:

Area |1 Area 4 Total

Tonnes washed (April 05 to March 06) 23,277 1,880 25,157
Rough carats produced {April 03 to February
06) {Facet Ruby - Facet Sapphire + Cabochon) | 329,859 10,334 340,193




Gloucester Ruby Project Production- Tonnes
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During the coming year mining will continue from Area 11 and is planned to commence from Area 2A, as
governmental consent fo commence from this area has recently been granted. This area is closer to the wash plant,
but is of lower grade. 1t is expected that more consistent and higher levels of throughput will be achieved due to the
recent installation of dewatering cells which allow much improved separation of fine clay from the processing
water.

The Australian launch of the “Ellerston Gems™ brand for Australian natural sapphire, held in Sydney in June, saw
the introduction of the rainbow coloured range of cut gemstones set in jewellery to the industry. The natural,
unheated cut gemstones are increasingly being recognised in the global gemstone and jewellery industry as a
world-class product. The first phase of the marketing expansion has involved the selection of a small exclusive
group of jewellery designers, both in Australia and overseas, who are seffing the Ellerston stones into unique
jewellery pleces: some of the first range of designs are shown on the inside back cover. The Ellerston Preferred
Client network of jewellers will continue to produce these beautiful limited-run pieces, enabling the public to
purchase the stones and to stimulate word-of~mouth promotion of the brand.

Displays at the New York and Tucson Gem and Jewellery trade shows were successful as a means to increase trade
awareness of the Ellerston marketing program. The quality of the finished goods was demonstrated to large
numbers of retailers and designers. Images of the jewellery already made by the Preferred Client designers from the
USA, Australia and Asia were also displayed.

Ellerston Gems Pty Ltd have accumulated an inventory of over 2 million individual gemstones, and are
encouraging significant new styling development by their Preferred Clients. Plans to promote the brand via a range
of media channels (mainly in the USA) prior to the traditional high-demand Christmas period are well under way.

COPETON DIAMOND PROJECT (Claff 100%)

Phase Two of the Copeton Diamond Shaft has commenced, and the shaft hias now been deepened to a depth of 57
metres. i penetrated 1.2 metres of altered granite to 52 metres, with a sharp contact with hard, unaltered granite
below. This granite has several horizontal and vertical fractures and several thin, discontinuous altered zones within
it.

No water problems have been encountered, as the immediate surrounding area has now been drained.

A 2 metre wide by 2 metre high tunnel {plat) has been developed for 6 metres at 57 metres depth, and the main
sampling tunnel, similarly 2 metres by 2 metres, has been commenced at right angles to this, and now extends a
distance of & metres. Vertical tunnels (rises) will shortly be constructed upward for several memres into the
overlying target sediments, and will extract samples for processing through the plant to determine diamond grade.

The shaft is now being deepened another four metres to 61 metres, to create a water sump to facilitate drainage and
pumping. The shaft haulage and ladder work, which has been constructed and is on site, is being installed.
8



The shaft is evaluating an inferred resource of 500,060 carats of diamonds {200,000 tonnes at a grade of 250 carats
per hundred tones) that was prospected early last century. it is determining the nature of the depesit, its grade and
thickness, evaluating possible mine production methods and recovering a parcel of diamonds for evaluation.

BINGARA DIAMOND PROJECT (Ciuff 160%, royalty to Diamond Ventures NL)

In preparation for a drilling program and subsequent driving of a tunnel at Bingara, computer modelling of the data
base of over one hundred historical drill holes has been undertaken. This data entry has now been completed, and
preliminary cross sections and contouring of geological horizons of the deposit has been printed. [nterpretation is
still in progress, and results will be determined shortly, together with the best targets for drilling and tunnelling or
shaft sinking to evaluate the prospective zone, considered during the 1890s fo be an unconventional “pipe”
structure. The extent of this zone is shown below.
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QUEENSLAND SAPPHIRE PROJECT (Cluff 160%)

During the year a survey of one of the Company’s new Mining Lease areas just north of the township of Sapphire
was completed (ML706943. This was a final requirement in order for the Company to proceed to add the area to its
existing Environmental Authority so that exploration may commence. The area was visited in October, and a
preliminary examination of the new lease was undertaken.

The market for Australian sapphire has continued to remain relatively flat, and markets for rough stone are not
reliable at present. In anticipation of a change in market conditions consideration is being given to delineating an
increased resource of sapphire under the Company’s control, and we plan on continuing our exploration activities
in the region once personnel resources become available from other projects.
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SCHEDULE OF TENEMENTS (as at 15 March, 2006)

Permit/Licence Name & Location Cluft Resources

Area Pacific NL
Economic Entity
Enterest

DIAMOND EXPLORATION AND DEVELOPMENT

E1.3325 Bingara Central, NSW 106% (see Note 1}
MC164 Wonte Christo, NSW HIO%
EL6OT3 Copeton Central, NSW 1340%
MILAGSE Mount Ross, Copeton, NSW HIO%%
ML 1059 Mount Ross, Copeton, NSW HIO%
MIL.1083 Mount Ross, Copeton, NSW 104%%
ML.5G04 Mount Ross, Copeton, NSW 1 64¥%%
MIL.6153 Malacea, Copeton, NSW 14
MIL.1232 Coltas Hill, Copeton, NSW 1%

RUBY EXPLORATION

EL3336 Barrington Tops, Gumrsi, NSW 100%
EL5703 Barringion Tops, Gummi, NSW 100%

SAPPHIRE MINING

ML 76022 Sapphire, Queensland HO%%
ML 70048 Sapphire, Queensland 16%5
ML, 7232 Sapphire, Queensland 16%%
ML 1806 Sapphire, Queensland HO%%
ML 76133 Sapphire, Queensland 1663%%
ML. 70066 Sapphire, Queensland 100%
ML70094 Sapphire, Queensland 0%
ML, 76095 Sapphire, Queensland HI0%%
ML, 70094 Sapphire, Queensland HI0%%

RESIDUAL INTERESTS

PEL27 Oiiway Basin, South Australia 0.75%
toverriding
royalty)

Note 1 — Diamond Ventares NL is entitied to a royalty of 10% of the first 820 million of any net profits, and 5% thereafier,
arising from future produoction from the lcence.
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DIRECTORS' REPORT

The directors of Cluff Resources Pacific NL present their report on the Company and Hs controlled entities for the year
ended 31 December 2005,

Birectors

The names of the directors in office at any time during or since the start of the financial year 1o the date of this report arc
Peier Kennewell, Scott Enderby, Peter Barrow, and Stephen Gemell, Directors have been in office since the start of the
financial year to the date of this report.

Company Secretary

The name of the company secretary in office at any time during or since the start of the financial year 1o the date of this
report is Scott Enderby. The company sceretary has been in office since the start of the financial year to the date of this
report.

Principal activities

The principal activities of the consolidated entity during the course of the financial year were the prospecting for, and
mining and marketing of, diamonds, rubies and sapphires. The major geographic emphasis was the mining of ruby
prospects and the evaluation of diamond prospects in northern New South Wales, and the evaluation of sapphire prospects
in Queensland. Mining commenced at the Company’s ruby mining project in February 2003, following the receipt of the
necessary approvals. There were no other significant changes in the natore of those activities during the financial year.

Operating resulis
The consolidated loss of the consolidated entity for the financial yvear was $1,407,347 (2004: $946,667).

Pividends
No dividend has been paid by the consolidated entities since the end of the previous financial year, and the directors
recommend that no dividend be paid for the yvear ended 31 December 20035,

Review of operations

A review of the operations of the consolidated entity during the financial year and the result of those operations precedes
this reporl. During the year the consolidated entity has continued the development of Hs ruby project assets and its
exploration for diamends. These activities have been funded by existing cash reserves, the sale of gemstones and share
issues.

Significant changes in the sfate of affairs
During the year the consolidated cntity raised $1,544,609 from share issues (20042 $3,491,780). This has enabled the
continnation of exploration and (rial mining on the consolidated entity’s mining and exploration leases.

There were no other significant changes in the state of affairs of the consolidated entity during the financial year.

Matters subsequent fo the end of the financial year

On 16 Ianuary 2006, an Extraordinary General Meeting of shareholders was held to approve a securities placement to
raise $750,000, which consisted of 53,571,428 fully paid ordinary shares, and 53,571,428 uniisted options expiring 30
June 2008 (with an exercise price of 2.0 cents) to Firebird Global Master Fund Limited. The shares were placed at a price
of 1.2 cents and the options at 1.2 cents. This made Firebird Global Master Fund Limited a significant shareholder of the
company with 8.23% voting power.

©On 21 February 2006, the Company advised that underground operations had recommenced at the Copeton Diamond
Shafl, in order to drive a horizontal tunnel from the shalt base into the inferred diamond resource.

In early March 2006, the Company repurchased #s Horasby offices and warchounse complex for $330,000, which was
financed by a morlgage over the properly.

On 22 March 2006, the Company announced it has entered into a heads of agreement (¢ form a joint venture with Tech-
Sol Resonrces Limited over gold mining and exploration tenements near Fgerton in Victoria.

Apart from those matiers mentioned above, there is at the date of this report no matter or circumstance which has arisen
since 31 December 2005 that has significantly affected or may significantly aflect the operations of the consolidated
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entity, the results of those operations or the state of affairs of the consolidated entity in the financial years subscquent to
31 December 2005,

Likely develepments and expected resulis of operations

In 2006 the consolidated entity intends fo focus its activities on developing a varicly of gemstone projects in New South
Wales, particularly its ruby project and the Bingara and Copeton diamond mining leases. Information as to likely
developments in the consolidated entity’s operations, including expected financial results in subsequent financial years
would, in the opinion of the Directors, prejudice the interests of the parent entity and the consolidated entity and has
therefore not been included in this report.

Environmentat regulation performance

The consolidated entity’s environmental obligations are regulated under both State and Federal law. All environment
performance obligations are monitored by the Directors and subjected from time to time to Government site inspections.
The consolidated entiy has a policy of at least complying with, but in most cases exceeding its environmental
performance obligations. No envireamental breaches have been notified by any Government agency during the year
ended 31 December 2005,

Informatien on Directers
Particalars of directors' qualifications and past experience, carrent responsibilities and shares and options held:

Quulifications Special Particulars of
and experience responsibility equity held in
Cluff Resource Pacific NL

Stephen G Gemell Chairman 916,666 shares
BE(Mining)}{ Hons),

FAusEMM(CP),

MMICA, MAIME

Mr Gemell has had more than 25 years experience in the mining indusiry, both in Australia and overscas. He has
previously held executive and non-executive directorships in seven ASX-listed mining companies and three unlisted mine
operators ar jeint venturers, and is also currently a Director of Uranium Exploration Australia Limited.

Peter J Kennewell Managing Director 6,801,684 shares
B.S¢ LOOG,000 employee oplions

Mr Kennewell has had over thirly years professional experience in the Auostralian mineral and oil industry, and has been
with the parent entity for the past fwenty-one years as the Group's Exploration Manager and Managing Director. He has
had responsibility for much of the explovation programme of the consolidated entity.

Scott M Enderby Director 976,666 shares
B.Com Company Sccretary 500,000 employee oplions

Mr Enderby joined the Board in 1996, and has brought his expertise in marketing to the various project developments the
consclidated entity has undertaken over this pericd.

Peter F Barrow Dircctor 716,666 shares
FCA FAID

Mr Barrow is a seaior partmer of MBT Chartered Accountants, and within this capacity he has provided financial, taxation

and andit advice to large public and private companies. He presently sits on the board at Flight Centre 1.imited, Auostralia’s
leading travel agency, a position which he has now ocoupied for 11 years.

13



Directors' Meetings
The number and atiendances of the directors at meetings of the Board of Directors were:

Atlended Maximum possible
Attended
Stephen G Gemell 19 Y
Peter J Kennewell 16 LY
Scott M Enderby 16 L}
Peler F Barrow 14 4

Directors' and officers’® remuneration

Remuneration of directors and senjor executives of the consolidated entity is established by the Board having regard o
market factors.

Details of remuneration paid or pavable in respect of directors are as follows:

Sahary  Superannuation  Consulting and/or  Directors” Fees  Compensation for Total

Professional Fees expenses neurred
$ S $ $ $ S
Stephen (G Gemell - - 4014 35,661 280 39,293
Peter § Kennewell 122,289 30040 - nif - 152,289
Scott M Enderby 74,810 7.314 - ni - 82,124
Pater F Barrow - - - 25,0060 - 25,000
298,708

Indemnification of officers and audifors

The Directors and Company Sceretary are indenmified in the Articles of Asscciation of the Company.
There are no insgrance or indemnity arrangements for the auditor of the consolidated entity.

Proceedings on Behalf of Company

No person has applied for leave of Court to bring proceedings on behall’ of the consolidated entity or infervene in any
proceedings to which the consolidated entily is a party for the purpose of taking responsibility on behalf of the
consolidated entity for all or any part of those proceedings.

The consclidated entity was not party te any such proceedings during the vear.

Audifor’s Independence Declaration

The auditor’s independence declaration for the year ended 31 December 20035 has been received and is included in these

financial statements.

This report is made and signed in accordance wilh a resolution of the Board of Directors.

e N7

SCOTT ENDERBY PETER [.-.IEARR(.')W
Ditrector Director

ol
o

Hornshy NSW
31 March 2006
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BALANCE SHEET
AS AT 31 DECEMBER 20465

Consolidated Enfify Parenf Entity
2005 20064 20058 2004
Note b % b3 S

CURRENT ASSETS

Cash and cash eguivalents 5 838,962 1,416,986 765,775 1,351,353

Frade and other receivables & 515,915 189,596 89,740 174,547

Inventories 7 394,797 449,725 158,200 198,985
TOTAL CURRENT ASSETS 1,749,674 2,056,307 1,017,715 1, 724,585
NON-CURRENT ASSETS

Trade and other receivables 8 - - 3,934,877 3,375,832

Financial assets G - - - -

Property, plant & equipment ) 704,118 563,815 T04,118 563,815

Exploration, evaluation and

pre-development expenditure i 78278498 7,409,757 5,986,216 5,660,746

Development propertics 12 2,396,671 2,463,341 “ -
TOTAL NON-CURRENT ASSETS 10,928,687 11,436,913 10,625211 9,604,393
TOTAL ASSETS 12,678,361 12,453,220 11,642,926 11,324,978
CURRENT LIABILITIES

Trade and other payables i3 275,498 238,021 214,228 218,481

Short-term provisions 14 69,030 58,428 35,602 25,000
TOTAL CURRENT LIABILITIES 344,528 206,449 249,836 243,481
TOTAL LIABILITIES 344,528 296,449 249,836 243,481
NET ASSETS 12.333.833 12.196.771 11.393.096 11.081.,497
EQUITY

Issued capital 5 44,620,259 3,075,650 44,620,259 43,075,650

Reserves 16 108,516 108,516 108,516 108,516

Accamulated losses 2 32,394,942 (30,987,395} (33,335,679}  (32,102,66%
TOTAL EQUITY 12,333,833 12,196,771 11,393,096 11,081,497
The accompanying notes form an integral part of these financial statements.
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Note
Sales revenue 3
Cost of sales
Gross profit
Other revenues 3

Distribution expenses

Marketing expenses

eoupancy expenscs
Administrative expenses
Borrowing costs

Olher expenses

Exploration and pre-development
Lass from ordinary activilies
Before income tax expense 2
Income fax expense relating to
ordinary activities

Total changes in equity other than
those resalting from transactions
with owners as owners

Basic carnings per share 17

The aceompanying notes form an integral part of these financial statements.

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2005

18

Consolidated Entity Parent Entity
290068 2004 20068 2004
3 3 3 5
866,046 396,114 14,618 80,891
(712,497 {425,177y (9,9603 {1,325}
153,549 (29,067} 4,658 79,566
38,372 86,198 38,348 86,174
(32410 (21,713 {32,410} (21.683)
{7,783} (45.814) (7,783} (45,746}
(44,4433 (46,054} {44,443} (45,816}
{746,852} (631,307 (646,378) (622,848)
{1443,650) (107.946) (114,560 (102,732)
{627,200} (150,964} (430.442) (132,268
(1,407,547 (946,667) (1,233,010% (B(5,353)
(1,487,547} {946, 667) (1,233,010} {805,353)
{0.15}) {0115



Balance as af

1 January 2004
Shares issued
during year

L.oss atiributable (o
members

Balance as at

31 December 2004
Shares issued
during year

L.oss atiributable (o
members

Balance as af

31 December 2005

The accompanying notes form an integral part of these financial statements.

Note

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 3t DECEMBER 2005

Consolidated  Entity Parent  Entity
Asset Asset
lssued Retained Revaluation Issued Retained Revaluation
Capital Farnings Reserve Capital Farnings Reserve
3 3 3 % % %
39,583,870 (30,040,728} 108,516 39,583,870 {31,297.316} 108,516
3,451,780 3,491,780
(046,667) (805,353}
43,075,650 (30,987,395} 108,516 43,075,650 (32,102,669} 108,516
1,544,609 1,544,609
(1,407,547} (1,233,014}
44,620,256  {32,394,942) 108,816 44,620,259 {33,335.679) 138,516
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CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2005

Consolidated  Enfity Parent Entity
206065 20604 2005 20604
Nute $ 8 $ b
CASH FLOWS FROM
OPERATING ACTIVITIES
Receipts from customers 434,357 396,110 14,618 80,891
Payments  to  soppliers  and
employees (1,131,767} {652,583) (464,785} {471,326}
Interest received 18,741 51,916 18,717 51,842
Borrowing costs - - - -
Goods and services tax paid {235,004 {252,392} (234,113} {252,169}
Net operating cash flows 23(b} (913,678) (456,949 (665563}  {590,712)
CASH FLOWS FROM
INVESTING ACTIVITIES
Exploration and development
expenditure (999,039 (1,508,117} (704,190} (1,288,748)
Payments for property, plant
& cquipment (302,826) (423,267) (302,826) (423,267
Proceeds from sale of property,
plant & eguipment 20,509 28,5449 260,909 28,549
L.cans to controtled entitics “ “ (474,218} {81,485
Net investing cash flows 1,208,956} {1,902,835) (1,460,325} (1,764,951}
CASH FLOWS FROM
FINANCING ACTIVITIES
Allotted share proceeds 1,544,610 2,656,743 1,544,610 2,656,743
Unallotted share proceeds - - - -
Repayments of bank loan - - - -
Net financing cash flows 1,544,610 2,656,743 1,544,610 2,656,743
Net {decrease) / increase
in cash {578,024} 296,959 (581,278} 301,080
Cash at the begimning ef the
year 1,416,986 1,120,027 1,351,053 1,044,573
Cash at the end of the year ) 838,962 1,416,986 769,775 1,351,053

The accompanying notes form an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003
1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is a general purpose financial report that has been prepared in accordance with Ausstralinn Accounting
Standards, the Corporations Act 2001, Llrgent Issues Group Interpretations and other anthoritative pronouncements of the
Australian Accouniing Standards Board. The accounting policies used are consistent with those adopted in the previous
year.

The financial report covers the economic entity of Claff Resources Pacific NL and controlled entities, and Cluff Resources
Pacific NL as an individoal parent entity. Cluff Resources Pacific NL is a listed public company, incorporated and
domiciled in Agstralia.

The financial reports of ClafT Resources Pacific NL and controlled entities, and Cluff Resources Pacific NL. as an
individual parent entity comply with all Australian egquivalents to International Financial Reporting Standards (IFRS) in
their entirety.

Basis of Preparation

Cluff Resources Pacific NI and controlled entities, and Cluff Resources Pacific NL as an individual parent entity have
prepared in accordance with the Awstralian egnivalents fo International Financial Reporting Standards (IFRS) from |
January 2005.

In accordance with the requirements of AASB 1: First-dime adoption of Ausstralian Equivalents to International Financis!
Reporting Standards (IFRS), adjustments to the parent estity and consolidated entity accounts resulting from the
introdoction of 1IFRS8  have been applied refrospectively to 2004 comparative figures excluding cases where optional
exemptions available under AASB 1 have been applied. The consolidated accounts are the first financial statements of
Clulf Resources Pacific NL 1o be prepared in asccordance with Anstralian equivalents to 1FRS.

The accounting policies set out below have been consistently applied to all vears presented.
Reporting Basis and Conventions

The financial report has been prepared on an acernals basis and is based on historical costs modified by the revaluation of
selected non-corrent assets for which the fair value basis has been applicd.

Accounting Policies

Principals of Consolidation

A controlled entity is any entity controlled by Cluff Resources Pacific NL. Control exists where Cluft Resources Pacific
NI has the capacity to dominate the decision-making in relation to the financial and operating policies of another entity so
that the other entity operates with Cluff Resources Pacific NL to achieve the objectives of Claff Resources Pacific NL. A
list of controlted entities is contained in Note 9 1o the financial statements.

All inter-company balances and transactions between entities in the consolidated entity, inclnding any unrealised profits or
losses, have been eliminated on consolidation. Accounting policies of subsidiaries have been changed where necessary to
ensure consistencics with those policies applied by the parent entity.

Going Concern
The financial report has been prepared on the basis that the consolidated entity is a going concern.

It is the Dircotors” intentions te expand the consolidated entity’s operations to exploit and develop its mining tenements.
The directors have been conducting assessments of the alternative paths to take with respect to developing appropriate
markets. The directors are containing cost levels and presently believe thal there are sufficient funds to carry out these
ongoing operations. 1 as a result of this assessment a project is to be developed cconomically, then at that point in time the
Company will consider its funding options which would include raising further capital from share placements or rights
issues.
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Expleratien, Evaluation and Pre-development Expenditure
Exploration, evaluation and pre-development expenditures incarred are charged against earnings as incurred except in the
case of arcas of interest where:

A, it is expected that the expenditure will be recouped by suceessful development or sale; or

B. at balance date, exploration and evaloation activities have not yel reached a stage that permits reasonable
assessment of the existence of economically recoverable reserves, and active and significant operations are
continuing.

Where conditions sct out in A or I3 above is met, expenditure s capitalised.

Accumuiated costs in relation to an absndoned area are written off in full against profit in the year in which the decision o
abandon the area is made.

Development Properties
Development expenditore incorred is accumulated separately for cach area of interest in which coonomically recoverable
mineral resources have been identified to the satisfaction of the directors.

Once a development decision has been taken, all past and future exploration and evaluation expenditure in respect of the
aren of inferest is aggregated with the costs of development and classified onder non-current assets as “Development
Propertics”. All expenditore incurred prior to the commencement of commercial levels of production from each
development property is carried forward, to the extent lo which recoupment out of revenue to be derived from the sale of
production from the relevant development property, or from the sale of that property, is reasonably assured.

Amortisation is not charged until production commences. Amortisation charges are determined on a production output  or
time basis as appropriate.

Property, Plant & Equipment

Property, plant and equipment are held at cost or at directors” valuation. Directors” valuations are conducted every 5 years.
A review by the Directors of the carrying value of the Company’s property, plant and equipment showed that the current
carry values were appropriate and no impairment was noted.

The cost of property, plant and equipment is depreciated on a straight-line basis over the period of the estimated useful life
of the asset as follows:

Life Method
Buildings 56 years Straight line
Office Tarniture and equipment 4 years Straight line

Molor vehicle 4 years Straight line
Plani and equipment 4 years Straight line

inventories

Inventories of diamonds, rubies and sapphires are valued at the lower of cost and net realisable value. Cost comprises direct
material, Inbour and transportation expendilore in getting such inventories to their existing location and condition, together
with an appropriate portion of fixed and variable overhead expenditure. Cost also includes an appropriate allocation of
exploration, cvaluation and pre-development expenditure once production has commenced in an area of interest. Net
realisable value is the amonnt estimated as obtainable from the sale of the item of inventory in the normal course of
business, less any anticipated costs to be incarred prior to its sale.

Borrowing Cests
Borrowing costs are expensed as incorred.

Foreign Exchange

Transactions in foreign currencies have been converted at the rates of exchange applicable at the date of each transaction.
Foreign corrency balsnces arising from these transactions have been converted at the rates of exchange ruling at 31
[ecember 2005, Gains and losses arising from exchange rate fluctaations are brought to account in the income statement.
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Provision for Rehabilifation

The provision for rehabilitation represents charges against profits for foture estimated total restoration and rehabilitation
costs relating to areas from which natural resources have been extracted. In determining the costs of site restoration there is
unceriainty regarding the nature and the extent of the restoration due to community expectations and future legislation.

Encome Tax
The charge for current income tax expense is based on the profil for the year adinsted for any non-assessable or disallowed
items. It is calenlated nsing the tax rates that have been enacted or are substantially enacted by the balance dale.

Deferred tax is accounted for using the balance sheet Hability method in respect of temporary differences arising between the
tax bases of assets and lisgbilities and their carrying amounts in the financial statements. No deferred income tax will be
recognised from the initial recognition of an asset or liability, excluding a business combination, where there is no effect on
accounting or taxable profit or loss.

Deferred tax is calculated at the tax rates that are expected to apply fo the period when the asset is realised or the iability is
settled. Deferred tax is credited in the income statement except where it relates to items that may be credited directly to
cquity, in which case the deferred tax is adjusted directly against equily.

Deferred income tax assets are recognised to the extent that it is probable that fature tax profits will be available against
which deductible temporary differences can be utitised.

The amount of benefits brought to account or which may be realised in the fature is based on the sssumption that no adverse
change will ocecur in income tax lepislation and the anticipation that the economic entity wili  derive sufficient futare
assessable income 1o enable the benefit to be realised and comply with the conditions of deductibility imposed by the law.

Clofl Resources Pacific NLL and its whollty owned Aunstralian subsidiaries have not formed an income tax consolidated group
under the tax consolidation regime.

Employee Entitlements

The amounts expected to be paid to employees for their pro-rata entitlement to long service and annual leave are acerued
annually at current pay rates, inclading on costs such as payroll tax, saperannoation and workers compensation, having
regard to expericnce of employee turnover rates and periods of service.

2. LOSS FROM ORDINARY ACTIVITIES

The loss from ordinary activities before income tax has been determined after:

Conselidated Entity Parent Entity
2008 2604 2008 2004

Noate S S S %
Depreciation of property, plant &
equipment 143,030 38,888 58,203 38,888
Aunditory' remuneration
- Audit 20,000 27,052 13,000 20,052
= Other - - - .
Operating lease rental 19 “ 36,000 - 36,000
Provision for doubtiul debts - {12,000 - (12,000)
Write-off of exploration expenditure
on swrrender of lenement 1 - - - -
Write down of inventories to net
realisable valoe 33,637 130,964 33,637 132,268
Provision for write-down of
pre-development expenditare 491,583 - 396,805 -
(ProfityLoss on disposal of
property, plant and cquipment {19,501 {11,356} (19,501} {11,556}
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3. REVENUE

Consolidated Enfity Pareni Entity
20035 20064 20065 2404
3 k] b b

Operating activities

Sales of gemstones & jewcellery

st 866,046 396,110 14,618 83,861
Other revenue:

Interest received or receivable

- other corporations 18,741 65,7 18,717 65,767

Profit/(l.os8) on disposal of

property, plant and cquipment 19,501 11,356 16,501 11,556

Sundry 130 8,851 134} 8,851
38372 86,198 38348 86,174

Total revenne 904,418 482,308 52,866 167,065

4. INCOME TAX

Consolidated Enfity Pareni Entity
20605 2004 2005 2064
b b k] 3
Reconciliztion of prima facie
income fax:
Loss from ordinary activities
before income fax {1.407,547) {946,667y (1,233,010 {805,353)

Prima facic income tax on operating

lass at 30% {422,264} {284,000 {369,903 {241,606}
Tax effect of adjustments to derive

income tax expense:

Timing differences - provisions 178,095 {51,493y 119,041 {51,493}
Exploration and pre-development

expenditure {214,137} (484,835} {216,682} {397,046}
Income tax effect of current year tax

loss not brought (o account {458,306} (820,328} {467,544 {690,145}

Income tax credit - - - -

The consolidated entity has unconfirmed carry forward tax losses, calenlated according to Australian income tax legislation,
estimated at §25,465,000 (2004 - $23,938,0000, which will be deductible from fature assessable income provided that income
is derived, and:

{a) the parent entity and its controlied entitics carry on prescribed petroleam or mining operations as defined in
the Income Tax Assessment Act, as appropriate, or

{h) the parent entity and its controlled entities carry on a business of, or a business that includes, exploration or
praspecting in Australia, for the purpose of discovering or extraction of minerals, as appropriate, and

{c) no changes in tax legislation adversely affect the parent entity and its confrolled entities in realising the
benefit firom the deductions for the losses.

The benefit of these losses has not been brouaght (o account because its ultimate realisation is not virtaally certain.
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5. CASH ASSETS

Consolidate  Entity Parenf Entity
d
20058 2004 20058 2004
$ b b b
Cash at bank and in hand 514,000 1,214,985 509,658 1,213,873
Bank short-term deposiis 127,782 4,821 122,837 -
Other short-term deposits 167,180 197, 180 137,180 137,180
Total cash and cash equivalents 838,962 1,416,986 769,775 1,351,053

The effective interest rate on short-term bank deposits was 5.3% (2004 - 5.0%); these deposits have an average maturity of

360 days.

6. RECEIVABLES

Consolidated Entity Parent Enfity
20058 24004 2008 2004
$ $ $ b
CLIRRENT
Frade receivables 464,736 122,281 22,166 101,720
Other receivables 51,179 67.315 67,580 72,827
515,915 189,596 80,7460 174,547
Less provision for doubtful debis - - - -
Net receivables 515,915 189,596 89,7440 174,547
7. INVENTORIES
Consolidated Entity Parent Enfity
20058 24004 20058 2004
$ $ $ 3
At net realisable value
Stock on hand — vncut loose gems 164,275 182,635 76,555 97,915
Stock on hand — cuat loose gems 189,373 212,369 45,496 46,364
Stock on hand — jewellery 36,149 54,701 36,149 54,701
Total inventories 394,797 444,725 158,206 198,985
8. RECEIVABLES
Conselidated Entify Parent Enfity
20058 2064 2008 2004
$ $ $ $
NON-CURRENT
Receivable  from wholly  owned - - 8,114,933 7,555,888
subsidiaries
Provision for impairment - - {4,180,056) (4,180,056
Net receivables - - 3,934,877 3,375,832
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9. OTHER FEINANCIAL ASSETS

Parent Enfity
Investmenis in confrofled entities
2005 20064
$ $
Shares in controlled entitics, af cost 746,021 746,020
Less provision for impairment {746,201y {746,020

Shares in confrolled entities, net ~ ~

The following were controlled entitics at or during the year ended 31 Decemnber 2005 and have been included in the
consolidated accounts. The shares issned by the controlled entitivs are all ordinary shares.

Yo Place of Incorporation

Ownership and business
Clafl Minerals (Australia) Pty Limited 106 New South Wales Aust
NSEW Gold NL 106 New South Wales Aust
Clafl Mining Pty Limited 140 New South Wales Aust
Claff Open Cat Mining Pty Limited 100 New South Wales Aust
Elephant Gold Pty Limited 140 New South Wales Aust

The business of each subsidiary is carried on in its country of origin

19. PROPERTY, PLANT AND EQUIPMENT

Consolidated Entity Parent Entity
2805 2604 2008 2604
b 3 k] b
Office furniture and equipment, at
deemed cost
Opening balance 8,288 8,288 8,288 8,288
Additions - - - -
Disposals - - - -
Closing balance 8,288 8,288 8,288 8,288
Accumulated depreciation
Opening balance (8,288} (8,288) {8,288 {8,288}
Depreciation for year - - - -
Disposals - - - -
Closing balance {8,288} (8,288) {8,288} {8,288}
Net book value - - - -
Office furnifure and equipment, at
cost
Opening balance 143,958 88,218 161,958 88,218
Additions 6,603 12,740 6,603 12,740
Disposals - - - -
Closing balance 117,561 100,958 107,561 100,958
Accumulated depreciation
Opening balance {85,201 (70,7923 (85,201} {70,792}
Depreciation for year (7.697) {(14,410% {7,697} {14,410
Disposals - - - -
Closing balance {92,898 (85,202) {92,898} {85,202}
Net book value 14,663 15,756 14,663 15,756

Motor vehicles,

at deemed cost

Opening balance 35,564 35,564 35,564 35,564
A




Additions

Disposals

Closing balance
Accumulated depreciation
Opening balance
Depreciation for year
Disposals

Closing balance

Net book value

Metor vehicles, at cost
Opening balance

Additions

Disposals

Closing balance
Accumulated depreciation
Opening balance
Depreciation for year
Disposals

Closing balance

Net book value

Plant and equipment,
af cost

Opening balance
Additions

Disposals

Closing balance
Accamulated depreciation
Opening balance
Depreciation for year
Disposals

Closing balance

Net book value

Plant and equipment, at
deemed cost

Opening balance
Additions

Disposals

Closing balance
Accumulated depreciation
Opening balance
Depreciation for vear
Disposals

Closing balance

Net book value

(12,626} (12,626) {12,626} (12,626}
22,938 22,538 22,938 22,938
(35,564} (35,564) {35,564} {35,564)
12,626 12,626 12,626 12,626
(22,938} (22,938) {22,938} (22,938}
327,779 179,250 327,779 179,250

- 170,491 - 170,491

- (21,962) - (21,962}

327,779 327,779 327,779 327,779
{167,668} (157,791) (167,668} {157,791}
{44,555} (28.392) {44,555} (28,392}
. 18,515 - 18,515
(212,223 {(167,66%) (212,223 {167,668)
115,556 160,111 115,556 160,111
993,633 790,853 993,633 790,853
296,022 227,780 266,022 227,780
(31,293} (25,000) {31,293} (25,000}
1,258,362 493,633 1,258,362 993,633
(744,585) (660,870 (744,585} {660,870)
{108,863} (95,173) (108,863} {95,173}
29,885 11,458 29,885 11,458
(§23,563) {744,585} (823,563} {744,585)
434,799 249,048 434,799 249,048
541,978 543,536 541,978 543,536

- (1,558) . (1,558)

541,978 541,978 541,978 541,978
(541,978) (543,536} (541,978) (543,536)
. 1,558 - 1,558
(541,978) (541,97%) {541,978) (541,978
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Joint Yenture

plant & equipment, at cest
Opening balance

Additions

Disposals

Transfer to plant and equipment
On joint venture termination
Closing balance

Accamnlated depreciation
Opening balance

Depreciation for year

Disposals

Transfer to plant and equipment
On joint venture termination
Closing balance

Net book value

Land and buildings, af cost
Opening balance

Additions

Disposals

Closing balance
Accumulated Depreciation
Opening balance
Depreciation for vear
Disposals

Closing balance

Net book value

Total property, plant & equipment

-~ al deemed cosi
= al cost

Total Accumulated depreciation

Property, plant & equipment

75,000

(75,0005

75,000

{75,005

(60,938)

60,938

{60,938)

61,438

138,900

208

139,104

126,645

12,255

138,500

138,900

200

139,100

126,645

12,255

138,900

139104

138,504

139,100

138,900

573,204
1,832,803
(1,701,889)

573,204
1,561,270
(1,570,659}

573,204
1,832,803
(1,701,889)

573,204
1,561,270
(1,570,659

704,118

563,815

704,118

563,815

Office furniture and equipment, motor vehicles and plant and equipment were last revalued by the Directors as at 31
December 2002, Valuations were based on the Direclors’ assessments of recoverable values of each assel, having regard

to carrent market values.
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11. EXPLORATION, EVALUATION AND PRE-DEVELOPMENT EXPENDITURE

Consolidated Enfity Parent Entity
2605 2004 20065 2004
3 b 3 3
Exploratien and evaluatien
Cost:
Expenditore brought forward 543,494 531,284 253,541 253,541

Less: transfer 1o - - - -

pre-development

Add: expenditare for year 195,944 12,215 - -

Less: expenditare written off

on areas relinguished - - - -
1,135,443 543,499 253,541 253,541

Provision for impairment:
Provision brought forward 602 602 - -
Add: Increase during year - - - -

6132 62 - -
Exploratien and evaluation,
net 1,138,841 942,897 253,541 253,541
Pre-develepment
Cosi:
Expenditure brought forward 7. 709,625 6,404,976 5,407,205 4,083,718
Add: transfer from exploration
and evalnation - - - -
Add: expenditure for year T13,794 1,304,649 722,275 1,323,487
Less: transfer 1o development
propertics - - - -

8,423,415 7,709,625 6,129,480 5,407,205

Provision for impairment:

Provision brought forward 1,242,765 1,242,765 - -

Add: Increase during year 491,593 - 396,805 -
1,734,358 1,242,765 396,805 ~

Pre-developizent, net 6,689,057 6,466,860 5,732,675 5,407 205

Tetal exploration, evaluation

and pre-development, net 7,827 898 7,409,757 5,986,216 5,660,746

The exploration and evaluation expenditure has been accounted for on the basis set out in Note 1 and relates to areas of
inlerest in the exploration phase and which have not yet reached the stage where a reasonable estimale of the existence or
otherwise of economically recoverable reserves can be made.

Pre-development exploration expenditure has been accounted for on the basis set out in Note 1. Pre-development
expenditure relates o areas of interest in the sampling and trial mining phase and for which the directors believe
cconomically recoverable mineral reserves have not yet been established, and commercial levels of production have not
vet commenced. No amortisation is provided in respect of such expenditure until commercial mining has commenced.

The shimate recovery of the costs incurred on areas for which current title is held is dependent upon the sueccessial
exploration, exploitation and development of areas of interest or by their sale, and accordingly is uncertain. As disclosed
in Note 1, the directors will need to raise further capital from share placements and/or rights issues to enable ongoing
activity in these areas of interest.
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12. PEVELOPMENT PROPERTIES

Consolidated Entify Parent Entity
2008 2604 2608 2604
k] b b k]
Development properties
Cost:
Expenditure brought forward 2,463,341 2,185,832 “ -
Add: expenditare for year 24,400 277,509 - -
Less: production amortisation {91,071 - - -
2,396,671 2,463,341 - -
Provision for impairment:
Provision brought forward - - - -
Add: Increase during year - - - -
Total development
praperties, net 2,396,671 2,463,341 “ -
13. PAYABLES
Consolidated Entity Parent Entity
2605 2604 2008 2604
k] k] $ %
CURRENT
Unsecured
Trade creditors 170,179 145,570 158,414 136,802
Accrued expenses 105,319 92,451 55,814 81,679
Total payables 275,498 238,021 214,228 218,481
PROVISIONS
Consolidated Entity Parent Entity
2605 2004 2008 2604
b k] b b
CLURRENT
Rehabilitation of mining
propertics 58,428 58,428 25,000 25,000
Annual Leave 13,602 - 13,602 -
Total provisions 69,030 58,428 35,602 25,000

Obligations snder exploration and mining leases granted by NSW Department of Mineral Resources are secured against
cash deposits with the NSW Depariment of Mineral Resources. Included with Cash and cash egnivalents of $838.962 for
the consolidated entity {2004 — $1,416,986) are cash deposits of $197,180 (2004 - $157,180} held by the NSW Department
of Mineral Resources as seourity against rehabilitation of mining propertics.
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15. CONTRIBUTED CAPITAL

2008 2004

Number Number

of shares b of shares $
Issued capital fully paid
Al the beginning of the year 916,650,233 42,975,650 806,855,697 39483,870
Issued during the year (a) 117,333,333 1,544,609 109,794,536 3,491,780
On issae at the end of the year 1,033,983,566  44.520259 916,650,233 42,975,650
I1ssued capital partly paid
Al the beginning of the year 73,724,328 00,0040 73,724,328 T06, 04K
Issued during the year - - - -
On issue at the end of the year 73,724,328 HEARE 73,724,328 ARG
Total on issue at the end
of the year 1,107,707, 894 44,620,259 990,374,561 43,075,650

(ay During the year, a total of 117,333,333 (2004 109,794,536} fully paid listed shares were issoed o provide an increase
in working capital and funds for the carrying out of trial mining operations and further exploration for diamonds at
Copeton and Bingara, and ruby mining at Gloucester, NSW.

16. RESERVES

Conselidated Entity Parent Entity
2005 2604 2008 2004
$ 3 $ b
Assel revaluation reserve 108,516 108,516 138,516 08,516

17. EARNINGS PER SHARE
Consolidated Entity

2605 2604
Basic carnings per share Cents Cenls
{cents per share) (0.15) (011
Weighted average numnber of
ordinary shares used in the
caloulation of basic carnings
per share 948,080,782 877,833,604
Potential ordinary shares are represented by the options disclosed in Note 17. As the consolidated entity has incurred losses

after tax from normal operations in the current and previous years, the subscription for ordinary share capital in respect of
these potential ordinary sharves would not result in diluted carnings per share inferior to the basic carnings per share shown
above. Accordingly, diluted carnings per share are nol disclosed.

18. FINANCIAL REPORTING BY SEGMENTS

The consolidated entity and parent entity operate predominantly in one industry and one peographic arca, being the
parlicipation in prospecting and mining for rubies, diamonds and sapphires within Australia.
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19. OPERATING LEASE COMMITMENTS

Consolidated Entity Parent Entity
2005 20064 2005 2004
b b b k]

Operating lease

commitments contracted

but not provided for:

Not later than one year “ 36,000 “ 36,000
Later than one year but not

later than five years - - - -

Fotal - 36,000 - 36,000

20. OTHER COMMITMENTS

Exploration

To retain its interest in varions permits the consclidated entity is commitied (o contribute Hs share of costs as they are
incarred. Due to the nature of the consolidated entity's operations in the exploration and evaluation of areas of interest it is
not possible te forecast the nature or amount of such future expenditure.

Guarantees

Bank guarantces in respect of the controlled entity's share of mineral exploration expenditure commitments for certain
areas of interest which were cutstanding at 31 December, 2005 amounted to $115,000 for the consolidated entity (2004 -
$14,000y and SNil for the parent entity (2004 - $Nil}. Included in Cash and cash cquivalents of $838,962 for the
consolidaled entity (2004 - $1.416,986} are short term deposits of $4,845 (2004 - $4,821) held by Wesipac Banking
Corporalion as sceurity against bank gnarantees issued.

Security Depeosit

Security deposits have been lodged with the NSW Department of Mineral Rescurces, Queensland Department of Natural
Resources and Mines Guyra Shire Council, the Commonwealth Bank and the Westpac Banking Corporation. Included in
Cash and cash equivalents of $838,962 for the consolidated entity {2004 - $1,416,986) are short term deposits of $324,962
(2004 - $202,001).

21. STAFF COSTS

Remuneration of Directors

The number of directors of the parent entity and of the consolidated entity who received, or were due to receive,
remuneration including brokerage, commissions, bonuses and salaries {but excluding any payments in connection with
their retirement, such payments being disclosed Iater in this note under 'retirement benefits"), directly or indirectly, from the
parent entity or any related corporation, as shown in the following bands, were:

3 2005 2004

0 - 9999 {} {}
20,000 - 29,999 i i
30,000 - 39,999 i i
FOHO00 - 79,999 {} {}
80,000 - 89,999 i i
113,000 - 119,599 {} {}
120,000 - 129,999 {} i
150,000 - 159,999 i i

The aggregate remuncration of the directors referred 10 in the above bands is $298, 708 (2004 - §267,743).

Superannuation Commitments
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The consolidated entity contributes (o 2 number of superannuation funds in respect of superannuation guarantee obligations
to wages stalf and coniractors.

22. RELATED PARTIES

Controlled Entities
Infermation relating to the controlled entitics is set oul in note 8(a).

Directors
The names of the persons who were directors of the parent entity al any time during the financial year are as follows:

Stephen G Gemell
Peter | Kennewell
Scott M Enderby
Peter F Barrow
Shares and options issued
by parent entity

2005 2004
Shares and share options
aequired from the entity
during the year
Ordinary shares 1,666,664 -
Employee ordinary
share options 1,500,000 -
Shares and share options
held at end of the year
Ordinary shares 9411682 8,161,084
Employee ordinary
share options 1,504,000 “

Euch director was allotted 416,666 shares at 1.2 cents per share on 13 November 2003,
Emplovee ordinary share options are:

o ot transferable,

e expire on 13 April 2008, and

*  are exercisable at 2.0 cents per option.
Other Director Transactions

Oiher information relating to specific types of transactions with directors is set ont in Note 21 — Staft Costs.

Transactions with Related Parties

Ceonsolidated Entity Pareni Entity
2005 2604 2005 20064
5 5 $ 3
Consulting fees paid to directors or
companics in which directors have
an ownership interest (1) 4014 “ 4,014 “

(1} Entities in which directors at 31 December 2005 have an ownership interest, provided consaltancy to the consolidated
enlity during the year. The amounts paid are at commercial daily rates and are included in the remuneration of directors
disclosed in Note 21,
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23. CASH FLOW INFORMATION

{a) Reconciliation of cash
For the purpose of the Cash Flow Statement, cash includes cash on hand and at banks and deposits. Cash al the ¢nd of the
financial year in the Cash Flow Statement is reconciled 10 Cash and cash equivalents in the Balance Sheet as follows:

Consolidated Entity Parent Enfity
2008 2604 2008 2004
h] 5 k] b
Cash and cash equivalents 838.962 1,416,986 769,775 1,351,053
{b) Recoenciliation of Cash Flow from
Operations with Eoss from Ordinary
Activities after Income Tax
Conselidated Entity Parent Enfity
20065 2004 2008 2004
5 k] k] k]
Loss from Ordinary Activities
after income tax (1,407,547) (946,667} (1,233,010 (805,353}
Non Cash Flows in Less from
Ordinary Activities
Pravision for write-down of pre-
development expenditure 491,583 - 396,805 -
Depreciation expense 143,030 38,888 58,203 38,888
Audit fee aceroal 15,000 5,000 13,000 5,000
Provision for doubtful debts “ {12,000) “ {12,000)
Write-ofl of exploration and
development properties
expenditure H¥2,070 12,831 “ 8,000
Receivables accroed 431,689 “ “ “
{Profity¥lLoss  on  disposal  of
property, plant & cquipment {19,501) {11,558) {19,301} {11,536)
Stock write-down 33,637 150,964 33,637 132,268
Interest not received “ 13,875 “ 13,875
Change in assets and liabilities:
{Decrease) ! increase in creditors
and provisions 33,079 58,999 {(6,652) 54,596
Decrease / {increase) in
receivables {758,008) 58,024 84,807 {18,426}
Decrease ! {increase) in
inventories 21,280 174,693 7.148 3,596
Net cash eutflow from operating
activities {913,678) {456,949 {665,563} {590,712}

24, COMPARATIVE INFORMATION

Where required by Accounting Standards comparative figures have been adjosted (o conform to changes in presentation
for the current financial vear.
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CLUFF RESOURCES PACIFIC NL
DIRECTORS' DECLARATION

The directors of the company declare that:

1. the financial statements and notes are in accordance with the Corporations Act 2001:
i} comply with Accounting Standards and the Corporations Regulations 2001; and
it} give atroe and fair view of the financial position as at 31 December 2005 and of the performance for the
year ended on that date of the company and cconomic entity;

b

the Chief Executive Officer and the Chief Finance Officer have each declared that:

i} the financial records of the company for the financial year have been properly maintained in accordance
with section 286 of the Corporations Act 2001;

ity the financial statements and notes for the financial year comply with the Accounting Standards; and

i} the financial statements and notes for the financial year give a froe and fair view.

3. in the directors’ opinion there are reasonable grounds to believe that the company will be able to pay its debls

as and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors.

SCOTT ENDERBY PETER ﬁ/\ RROW

[irector Director
Hornsby, NSW

31 March 2006
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STATEMENT OF CORPORATE GOVERNANCE

THE BOARD OF DIRECTORS

The Company, being an independent exploration and mining company, operates such that the majority of management and
other decisions are nndertaken by the Board of Directors directly. Accordingly, the Board takes responsibility for corporate
governance and operates in accordance with the following principles:

the Board comprises a minimum of four directors;

«  notless than half the Board should be Non-executive Direciors;
+  the Chairman should be 3 Non-execntive Director who is elected by the full Boeard;
+  (he Board shonld comprise Directors with a brosd range of skills and experience relevant (o the business of the

Company; and
+  the issue of board membership is generally a matler to be decided by the sharcholders at general meetings.

INDEPENDENT PROFESSIONAL ADVICE

Directors may scek independent professional advice at the Company’s expense with the approval of the Board of Directors.
REMUNERATION POLICIES

The remuneration of directors is determined by the Remuneration Committee based on commercial rates relevant 1o the nature
of services provided. The members of the Remuneration Committee during the year were 8 Gemell, PP Barrow, P Kennewell
and § Eaderby. The remuneration is disclosed in notes 21 and 22,

AUIMT COMMITTEE

The role of the Audit Commiltee is to advise on the establishment and maintenance of a framework of internal controls and
appropriate ethical standards for the management of the Consolidated Entity. H also gives the Board of Directors additional
assurance regarding the quality and reliability of financial information prepared for use by the Board in determining policies or
for inclusion in the financisl report. Among its specific responsibilities, the commitice reviews and advises the Board on the

nomination and remuneration of anditors and reviews the terms of their engagement, and the scope and quality of their audit.

The members of the Audit Committee during the year were 8 Gemeli, P Barrow, P Kennewell, and 8 Enderby.
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INDEPENDENT AUDMT REPORT
Teo the Members of Cluff Resonrces Pacific NL:

Scope

1 have andited the financial report of Cluff Resources Pacific NL for the financial vear ended 31 December 2005 as et oul on
pages 13 to 32. The financial report includes the consolidated financial statements of the consolidated entity comprising the
company and the entitics it controlled at the year’s end or from time Lo time doring the financial year. The company’s
directors are responsible for the financial reporl. T have conducted an independent audit of the financial report in order to
express an opinion on # o the members of the company.

My awdit has been conducted in accordance with Aunstralian Aunditing Standards to provide reasonable assurance whether the
firancial report is free of malerial misstaternent. My procedures included examination, on a fest basis, of evidence supporting
the amounts and other disclosures in the financial report, and the evalaation of accounting policies and significant accounting
estimates. These procedures have been undertaken to form an opinion whether, in all material respects, the financial report is
presented fairly in accordance with Accounting Standards and other mandatory professional reporting requirements and
statutory requircments so as to present a view which is consistent with my understanding of the company’s and the
consolidated entity™s financial position, and performance as represented by the results of thelr operations and their cash flows.

The audit opinion expressed in this report has been formed on the above basis.

Audit Opinion
In my opinion, the financial report of Cluff Resources Pacific NL i$ in accordance with:
{a) the Corporations Act 2001, including:
i giving a true and fair view of the company’s and consolidated entity’s financial position
as af 31 December 20035 and of their performance for the year ended on that date; and
(i} complying with Accounting Standards and the Corporations Regulations 2001 and
() other mandatory professional reporting requirements.

Inherent Unceriainty Regarding Contimuation as a Going Concern and Receverability of Assets
Without guatification (o the opinien expressed above, atlention is drawn to the following maticr:

As a resalt of the matter described in Note 1, there is uncertainty whether the company will be able to continue as 2 going
concern, and therefore, whether it will realise #s assets and extinguish its Habiliies in the normal course of business, and at the
amonnts stated in the financial siatements.

Included in current assets are gemstone inventories of $394,797 and in other non-carrent assets, exploration, evaluation and
pre development expenditare of $7.827,898 and development properties of $2,396,671. The ability of the company 1o conlinue
a8 a poing concern is dependent on the recovery of the book value of these assets, the raising of farther capital throngh rights
issues and share placements, successtul development of current and future areas of interest and the expansion of new markets
for the company’s gemstone products.

Martin Jack [Hager & Co
Chartered Accountant

Signed at Hornsby, NSW on 31 March 2006 .
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AUDITOR™S INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
TO THE DIRECTORS OF CLUFF RESOURCES PACIFIC LIMITED

1 declare that, to the best of my knowledge and belief, during the year ended 31 December 2005 there have been:
1. no contraventions of the auditor independence requirements as set oul in the Corporations Act 2001 in relation 1o the

andit; and
2. no contraventions of any applicable code of professional conduct in relation to the audit.

Martin .Ia,ck Hager & Co

f"’"" Afé e
. M(
Martin I{dgu

Date: 31 March 2006

Suite 1 23A Station Strect

HORNSRBY NSW 2077
SUBSTANTIAL SHAREHOLDERS

The company's register of substantial shareholders recorded the following information as at 23 March 2006, Sharcholdings in
this name represent 5 percent or more of cach class of equity.

Name Ordinary Shares
Nuniber Holding
Fully paid shares
Citicorp Nominees and
Firehird Global Masier Fund Limited 148,224,778 13.51 %
Unlisted 30 June 2008 2.0 cent options
Firebird Global Master Fund Limited 53,571,428 65.67 %
Partly paid shares
Television Corporation of Australia Pty Limited 73,724,328 164} %

SPREAD OF SHAREHOLDINGS AND VOTING RIGHTS

At 23 March 2006 there were 7,524 holders of shares. The sharcholders are entiited (o one vote for each share held.

Distribution of Shareholdings Shares
- LOGO 149
1,001~ 5,000 826
5,001 - 1,000 880
13,001 - 10,000 4,041
Over 100,001 1,628
7,524

As at 23 March 2006 there were 3,191 sharcholders holding less than a marketable parcel 6f 22,727 shares.
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TWENTY LARGEST SHAREHOLDERS AND OPTIONROLDERS
The 20 largest holders of fully paid ordinary shares held 26.602% of the (ctal issued.
The 20 largest holders of unlisted 30 June 2008 2.0 cont options held 14 of the total issued.
The 20 largest holders of partly paid ordinary shares held 100.00% of the total issued.

The principal registered office in Australia is Unit 1, 30 Leighton Place, Hornsby NSW 2077,
Telephone (23 9482 4655, Pacsimile ((2) 9482 4987,

The share register is held at Registries Limited, Level 2, 28 Margaret Street, Sydaey, NSW 2000,
Telephone {823 9290 9600, Facsimile (12} 9279 3664,

The names and addresses of the twenty largest sharcholders as at 23 March 2006 have been lodged with the
Australian Stock Exchange (Sydneyy Limited.

The following are the names of and namber of equity securities held by the 20 largest holders in each class of equity as at 23
March 2006.

Cluff Resoarces Pacific NL
Fally Paid Ordinary
Top 28 Holdings as at 23 March 2006

Holder Name Number of shares %% of
Capital
CITICORP NOMINEES PTY LIMITED 94,653,350 8.630
FIREBIRD GLOBAL MASTER FUND LIMITED 53,571,428 4.884
JONENDERBELE INVESTMENTS FTY LIMITED 20.009:671 1.824
MR IAN ANTHONY JOINS 12,187.331 111l
MR UWE SCHUMACHER 11,124,002 14514
JOHUNS CORPORATION PTY LIMITED 11,652,409 1408
MAREKAR PTY LIMITED 1L AG0.000 14633
HMAMOGEM PTY LIMITED 8.5{H1.000 3.775
MRS VICTORIA ANNE JOHNS 7,864,439 0.717
EARL INVESTMENTS PTY LIMITED <THE PIE SUPER SCHEME= 6,616,666 (1.603
MR VICTOR STANLEY KUDRA 6,585,969 (.600
CUSTODIAL SERVICES LIMITED 65,519,908 .594
MR PLEL CTVIL. 6,300,000 .574
MR DARRY THAKAR SINGH 6,000,600 {1,347
MR JOMN EDGAR FISHER 5,681,667 0.518
GOLDRIM INVESTMENTS PROPRIETARY LIMITED 5,223,745 3,476
ANZ NOMINEES LIMITED 4,807,552 3.438
MR XUE CHENG HN 4,804,600 {1.438
MRS PATRICIA MARGARET BARNETT 4,675 000 3,426
PARKVIEW SERVICES (ALUSTRALIAYPTY LD <PARKVIEW
SERVICES S/F A/ 4,610,329 .420
291,783,466 26602
1,096,846,244
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ON THE FRONT COVER

ON THE BACK COVER

Three dimensional model of the former mines of the Egerton
Goldficld, showing the main shafts (vertical, in black}. From lefi to
right they are the Black Horse, the Widdison, the Main Egerton, the
Sister Rose, and the Rose Shafls. The decpest shaft is the Black
Horse, at 536 metres total depih.

The brown horizontal lines are tunnels which were driven to
intersect and aceess the high grade gold bearing ore shoots, shown
on the model in green. The mapped horizontal workings extend
over a length of 1.4 kilometres.

It is obvious from the model that this pold deposit is large in extent,
and high grade shoots of gold mineralization in quartz are
consisient between mine fevels.

The possibility that the gold bearing zones are more exiensive than
the areas mined is also apparent. It is unlikely that unworked areas
of reef between known workings are devoid of gold, and may be
workable at grades lower than in the early 1900s, due to the present
gold price.

Modern drill holes are shown as angled lines al the top of the
model! (all starling at the surface). i is also clear that none of this
recent evaloation has tested the potential of these former mines to
host economic pold deposits beneath the former workings. Cluff
intends to evaluale the potential for deecper economic gold
mincralisation by drilling decper holes.

1. Drilling in the shafl at the Copeton Dismond Project

2. Area 11 al the Ruby Mine, showing pit section locations and
magnetic survey readings

3. Digging ruby gravels in Area 11 al the Roby Mine

4. A selection of larger rubies and sapphires, ranging from (.56
carats up to 5.17 carals in weight.

5. Digging an exploration pit in the old Star Tunnel portal, from
which several diamonds were recovered

6. The historic Mount Egerton gold baltery was kept ruonning
non-stop when the region hosted several of Auvstralia’s largest
gold mines about 100 years ago.

7. Water monitoring device in the river at the Ruby Mine, where
there have been no water pollation events recorded since fall
scale mining commenced.

8. Headframe and vacuum ore lift at the Copeton Diamond
Shaft.

9. Winder foundations for the Blackhorse Mine at the Egerton
goldfields, world famous in its lime (carly 1900°s).

10, Leasc marker post for ML70094 at ihe Queensiand Sapphire
Project.
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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the Annual General Meeting of the sharehoelders of Cluff Resources Pacific NL will be
held at:

The Menzies Sydney Hotei, 14 Carrington Street, Sydney, 2000 {The Canberra Suite)

on Tuesday 30th May 2006 at 11.60 am. (please note new location)

BUSINESS

Ordinary Resolutions
t. To receive and approve the Annual Report and accounts of the Company for the year ending
31 December 2005.

2. To elect Mr. Scott Monro Enderby as a Director of the Company upon his retirement by rofation in - accordance with
the Articles of the Company.

3. To approve the cancellation of 708,750 forfeited shares in accordance with Section 258C Part (2){a) of the Corporations
Act 2001

Scott Enderby, Company Secratary, By order of the Board

PROXY FORM

To the Company Secretary, Cluff Resources Pacific NL

e UM B I I o e e s {full name)

_____________________________________________________________________________________________________________________________________________________ {address)
{telephone)
being a shareholder of Cluff Resources Pacific NL hereby appoint

or failing him the Chairman of the meeting as my proxy to vote for me on my bebalf at the Annuat General Meeting of the

Company to be held in The Canberra Suite, The Menzies Sydney Hotel on 30™ May 2008 and at any adjournment thereof,

If b pmxzes are bemg appomted the propomon of votmg nghts this proxy is appointed o representis. ... shares.
. . . R . ...{Shareholder signature)

Dateci 2806

Should yau w&sh ta cizrect your proxy how to vote please insert X in the appropriate box against each lem, otherwise your proxy

may vote as he or she thinks fit, or may abstain from voting.

ORDINARY RESOLUTIONS
FOR AGAINST
1. To receive and approve the Annual Report and accounts
of the Comparny for the year ended 31 December, 2005 . [ 1 [ 1
2. To elect Mr Scott Monro Enderby as a Director of the Company [ ] [ 1
3. To approve the cancellation of 708,750 shares in accordance
with Section 256C Part {2){a} of the Corporations Act 2001 ] [ 1

Important Notes:

1. The form must be completed and lodged at the registered office of the company not less than 48 hours before the time appointed for the
relative meeting.

2. A member entitled to attend and vote at 2 general meeting is entittad to appoint not more than two proxies fo attend and vote in his stead. A
proxy need not be a member
of the company.

3. Where a member appoints fwo proxies the appointment shall be of no effect unless each proxy is appointed to present a specified proportion
of the member's voting rights.

4. Where the shares are held jointly both or all partners must sign the proxy form.

5. The form must be signed personally by the member or by his afforney. A Corporation must sige under its comrmon seal or under the hand of
an officer or attorney duly authorised.

8. Where the form is signed by a Corporation under seal of by an attorney a copy of the relative memorandum and arficles or power of atforney,
if not previousty exhibited to the company, must be produced at the registered office not less than 48 hours before the time appointed for holding
the relative meeting.

7. if more than one proxy is to be appointed use separate forms. Additional forms are avaitable from the registered office of the Company
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Cluff Resources Pacific NL

ABN 72 602 261 365

27 Aprii, 2008

Dear Shareholder,
SECURITY PURCHASE PLAN

With the recent announcement that we have signed a heads of agreemaent to enter info a joint venture to develop and explore
gold tenements near Egerton in Vicloria, your Company has signalled its intent to become more pro-active in seeking out
praspective development opportunities in the current positive resources investment climate.

Accordingly we are again implementing the Company's security purchase plan fo raise funds o ensure these aims are met.
Under the Plan, shareholders have an opportunity to purchase up to $5,000 value of shares without paying brokerage.

We will be offering for safe an additional 13.52% of the Company’s ordinary shares at 1.7 cents per share. This is at a 8%
discount on the weighted average trading price for the five days prior 1o the announcement of the offer. We remind shareholders
that this is strictly on a “first come first served” basis, and that previcusly some applicants have missed out due to high demand.
Accordingly we recommend that shareholders apply as early as possible to avoid disappointment.

The Board is seeking undenwriting of the Plan and, if finalised, this will ensure that funds are available for the aggressive
exploration program proposed, and for working capital.

The Company proposes io drill a number of exploration holes at Egerton, seeking targets indicated by a review of the historicat
data available on the quartz reefs mined on the fleld over one hundred years ago. High gold grade intersections were a feature of
these mines.

If the diamond test shaft at Copeton is successiul, addiional prospecting drives will be necessary to more fully evaluate the
deposit. A diamond bearing horizon was located last year on the Bingara diamond field, and further testing of the polential of the
field to contain a large diamond resource is warranted.

As well as the production activity at the Ruby Mine, the Company plans to conlinue the exploration program to locale primary
sources for the Gloucester rubies, both around the area being mined af present, and throughout the surrounding region, where, if
marketing by CPH Limited is agreed, Cluff will be entitled to an increased 50% of the net profits from marketing.

Yours faithfudly,
)

Peter Kennewel,
Managing Director

Registered Office Postal Address Tele-Communications

130 Leighton Place
Homnshy NSW 2077
Australia

Locked Bag 3353
Hornsby NSW 2077
Australia
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SECURITY PURCHASE PLAN - APPLICATION FORM
CLUFF RESOURCES PACIFIC NL ABN 72 002 261 565

Record Date: 26 April 2006
Offer Closes: 2 June 2006
Purchase Price: 1.7 cants per share

SUB-REGISTER
HIN/SRN

Indicate your choice below by ticking {») one box only

26,000 shares @ 50,000 shares @ 100,000 shares @ 180,000 shares @ 200,000 shares @ | 294,117 shares @
1.7c = $340.00 1.7c = $850.00 1.7c = $1,700.00 1.7¢c = $2 550.00 1.7¢ = $3,400.00 1.7¢ = $5 000.00

Record chagle details below

PAYMENT INSTRUCTIONS:
Only cheques or bank drafts in Australian doflars and drawn on a bank or financial institution in Australia will be accepted. Your
cheque or bank draft must be made payable to “Cluff Resources Pacific NL”. Please ensure that you submit the correct
amount. Incorrect payments may result in your application being rejected.
Payments must be made via cheque accompanying the Application Form.
Cash will not be accepted via the mail or at the Cluff Resources Pacific NL Share Registry.
Payments cannot be made at any bank.

| HEREBY CERTIFY that this application for shares and any other application for shares under a similar arrangement in the 12 months
prior 1o this application does not exceed $5000.

Please provide a telephone number and contact name in case we need to contact you regarding your application.

1. This offer of shares under the Security Purchase Plan closes, subject to the Director’s discretion, at 5.00 pm on Friday,
2 June 2606.

2. The Security Purchase Plan is available to all shareholders of the Company with addresses in Australia and other jurisdictions
whaere this offer does not contravene local law ("Eligible Shareheolders”). This offer shall be deemed not to have been made in
jurisdictions where it contravenes local law.

3. The number of shares available for subscription under the Security Purchase Plan is limited {0 13.52% of the shares on issue.

4. Applications from shareholders will be processed in order of receipt. We remind shareholders there have been cases previously
where applicanis have missed out due to high demand, and accerdingly the Board recommends shareholders apply as early as
possible to avoid disappointment.

&, Ghares will be allotied by 9 June 2006, and application money will be deposited into a trust account and shall be refunded by the
Company in the event that the applications are refused.

8. Eligible Shareholders agree to he bound by the Constitution of the Company, and may apply in multiples of shares from 20,000
{5340} up to a maximum of 284 117 (35,000}

7. The purchase price of the shares is 1.7 cenis per share, representing a 6% discount on the weighted average sale price for the
tast 5 Australian Stock Exchange (Sydney) trading days prior to the announcement,

8. Shareholders purchasing shares through the Security Purchase Plan will not be iable to pay brokerage.

8. Although the price offered was a substantial discount at the time of calculation, the shares in the Company are a speculative
invesiment, and the share price may change from day o day, and during the course of this offer. There is & risk that the market
price for the applied shares between the date of the offer and the date when the shares are issued 1o you pursuant to the plan
may be less thus you may receive less value for such shares than your application price.

10, To accept this offer please complete the attached irrevocable application for shares and return it via the enclosed reply paid
envelope 1o Registries Limited, P.O.Box R67, Royal Exchange, Sydney, NSW, 1223 or Registries Limited, Level 2, 28
Margaret Street, Sydney, NSW, 1223, Australia by the closing date, together with a cheque in Australian Dollars made payable
to Chuff Resources Pacific NL.

A SIGNATURE 18 REQUIRED ON THIS FORM THIS OFFER IS NON-RENOUNCEABLE
Signed by the Shareholder.......ccovvvvninniii i PEERE NBINS. .o v e
Title, position or designation (if 2 company, please
advise your name and designation (eg. directorn)......ooviviiiniiiini e Date...ovviiiiiivie e
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