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On behalf of your Board of Directors, | have pleasure in presenting the Annual Report and
Financial Staternents of Grange Rescurces Limited ("Grange” or the "Company™) and its
controlled entities for the financial year ended 30 June 2006.

Grange recorded a consolidated operating profit after tax of $1.94 million for the financial
year ended 30 june 2006 cormpared to an operating after tax loss of $5.27 million in the
previous financial year. The result was achieved on revenue of $10.40 miliion induding
revenue of $7 44 million generated from the sale of copper concentrate from the Reward
Deeps and Conviction underground mine which compared 1o $3.93 million in the previcus
financial year. Production from the Rewards Deeps and Conviction underground mine ceased
i July 2005,

buring the 2006/2007 financial year the Company expects to generate revenue of
approxirnately $2.9 million from royalty income from the Red Hill and Freshwater Projects

The primary Tocus of the Company during the Financial Year has been the completion of the
hankable feasibility study (BFS) on the developrment of the Southdown Magnetite Project and
Kemarnan (Malaysia) Pellet Project. The technical and capital cost aspects of the BFS were
largely completed in the first quarter of 2006 with a capital cost estimate of US$1.175 bilkion.
tn March 2006 the Cornpany commenced a tender process for the selection of a joint venture
partner of partness to assist Grange develop the project. This process is well advanced and the
Cornpany airns to conclude this process during the last quarter of 2006, Additional resource
drilling at Southdown was completed in May 2006 resulting in an increased resource estimate
of 479Mt grading 37.3% rnagnetite being announced in September 2006, Erwironmental
and project approvals for the Southdown Magnetite Project are expected in mid 20067,
Environrnental and project approvals for the Kemaman Pellet Project are more advanced and
are expected in late 2006,

Subsequent to the year end, in September 2006, the Malaysian Governrment approved
Pioneer Status for the Kemaman Pellet Plant Project and a substantial package of investrment
incentives including a 100% corporate tax exemption for a period of 15 years. The package
is one of the best packages offered by the Malaysian Government in relation to a project of
this nature. The incentive package substantially irnproves the economics of the project.

The Company continues to devote resources to developing new investrnent opportunities in
the mining sector in South East Asia. In Malaysia the Cornpany, with its joint venture partner
has commenced developrment of the old Bukit tbam iran ore mine to produce iron ore for
tocal consurnption. The Company also aims to undertake extensive exploration in Malaysia
with the aim of producing iron ore for export.

The achievernents of this year bode well for the futare of the Company. | extend my sincerest
thanks to the Board and management team of Grange for their significant contributions and
efforts. Appreciation is also extended o cur shareholders for their continued support. We lock
forward to the continuing success of the Cormipany as it brings the development of the Southdown
Magnetite Project and Kemaman Pellet Project to fruition in the financial year ahead.

Ditn

ANTHONY BOHNENN
Chairman
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The Company's major activities and highlights since the last annual report were as follows:

The Company recorded a profit after tax of $1.94 million.

The Company’s efforts focused on the bankable feasibility study on development of the Southdown Magnetite and
Kemaman Pellet Project. The study was largely completed by March 2006 with a capital cost estimate of US$1.175
billion being determined.

Resource drilling at Southdown was completed in May 2006. In total 226 holes aggregating over 57,000 metres of
drilling were completed during 2004-2006,

A JORC compliant resource estimate on all Southdown drilling and assay data shows the deposit to contain 479Mt
grading 37_3% magnetite (Indicated 427Mt grading 38.2% magnetite and Inferred 52Mt grading 30.1% rmagnetite).

In September 2006 the Malaysian Government approved Pioneer Status for the Kemaman Pellet Project and a substantial
package of special investrent incentives.

In July 2005 the final shipment of copper concentrate from the Reward Deeps mine was exported from Townsville.
Income received during the financial year from the sales of copper concentrate amounted to $7.44 million.

Royalty payments from mining activities at the Red Hill Gold Mine totalled $1,990,866.
Royalty payments from mining activities at the Frashwater Project totalled §327,744.

The Company acquired a 51% interest in the Bukit Ibam iron ore mine in Malaysia. Development work to re-open the
mine is currently underway.

8,000,000 fully paid ordinary shares were issued at a price of $1.35 raising $10.80 million to fund Southdown feasibility
study costs

4,285,715 fully paid ordinary shares were issued at a price of $0.50 per share pursuant to the exercise of options.

The company recorded a profit
after tax of $1.94 million




OPERATING RESULTS FOR THE YEAR

The Cornpany recorded a consolidated operating profit of $1.94 million for the financial year ended 30 June 2006, compared
with a consolidated operating loss of $5.27 million in the previous finandal year. The operating profit was generated on
consolidated revenue of $10.40 million, compared to $7.11 million over the previous finandal year.

Grange had consolidated net assets of $38.76 million at the end of the financial year, consisting largely of the
following items:

- $8.31 million held in cash investments including cash backed security deposits;
- $6.27 million being receivables, and

- $23 44 milion being the value attributable to capitalised exploration and evaluation expenditure associated with the
Southdown Magnetite Project; and

The Cornpany’s cash reserves decreased by $0.43 million during the financial year, reflecting a surplus from operating activities
of $4.13 million, & surplus from financing activities of $12.28 million and a deficit in investing activities of $16.84 million.

MINING AND EXPLORATION ACTIVITIES

SOUTHDOWN MAGNETITE AND KEMAMAN (MALAYSIA) PELLET PROJECT
GRANGE 100%
BACKGROUND

Grange Resources Ltd acquired the Southdown mining leases in Movermnber 2003 and irmmediately cornmenced a review of
previous exploration work. This led Grange to undertake a new ground magnetic sarvey and investigate a number of essential
developrnent requiremnents, including a harbour and shipping channel sea floor probing survey at Albany. The resuits of this
work culminated in a prefeasibility “Scoping Study” which considered the following project cornponents:

- Mining at an annual rate of 17.8 millicn tonnes with a stripping ratio of around 2.6 to 1.0,
- Annual production of 6.6 million tonnes per annurm of magnetite concentrate containing 69% Fe.
- Transportation of the magnetite concentrate to the Port of Albany via a buried slurry pipeline.

- Establishing a large-scale pellet plant in South East Asia to process the Southdown concentrate into high grade iron
ore pellets to produce 6.8 million tonnes of pellets per annum,

- Potential markets for pellets in direct reduction and blast furnaces located in the Guif and South East Asia.

- Assessment of the economics of the project including capital expenditure on infrastructure in Australia and
South East Asia.
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The key findings from the scoping study included:

A potentially significant resource was indicated of sufficient size to support large scale mining, concentrating and
pelletisation operations.

The mineralisation appeared to be amenable to coarse magnetic separation.

Close proximity to road and port facilities in Western Australia and Malaysia.

Competitive mining and processing costs.

The mining tenements were located on freehold land in Western Australia with no Native Title issues outstanding.
Two products were proposed namely Direct Reduction ("DR") and Blast Furnace (“BF”) pellets.

Establishment of a pellet plant in Malaysia, near key markets including:

- Direct Reduction - steel producers in Malaysia, Indonesia, and the Middle East; and

- Blast Furnace - steel producers in China, Japan, South Korea and Taiwan.

Following the completion of the scoping study and some preliminary drilling in late 2004 Grange announced in January 2005,
the commencement of a full Bankable Feasibility Study (BFS) for the Southdown Magnetite and Kemaman Pellet Project.

Grange engaged the following consultants to assist with the preparation of the BFS:

ProMet Engineers to undertake and supervise the engineering and metallurgical work, including concentrator, pipelines,
ports and pellet plant.

Golder Associates to undertake the resource estimation, mine planning and scheduling, gectechnical engineering and
hydrology.

AMC Consultants to review alternative mining methods.

Ecologia to undertake environmental studies and prepare the documents necessary for the project approvals process.
JFA Consultants to supervise the work relevant to the Albany Port, shipping channel and dredging.

Rockwater to search for a water supply.

Perunding Utama to undertake the environmental work necessary for the development of the pellet plant and associated
infrastructure in Malaysia.

B Fouowmgthe "’aj}ﬁpzetion of the scoping study and some preliminary

- drilling in late 2004 Grange announced in January 2005, the
- commencement of a full Bankable Feasibility Study (BFS) for the

Southdown Magnetite and Kemaman Pellet Project.



DEVELOPMENT PLAN

It is proposed to mine the Southdown Magnetite deposit using proven open pit mining rmethods with the magnetite rhineralisation
being crushed, ground, screened and then magnetically separated to produce a magnetite concentrate at a planned production
rate of 6.6 Mtpa. Coarse production waste ({ailings) will be dewatered and deposited as solid tatlings while finer material will
be deposited in a slurry form into a tailings storage facility. Overburden is to be placed in waste rock durnps for the first 5 years
of production following which progressive backfilling of the pit with both waste rock and tailings is planned.

The magnetite concentrate will be pumped as slurry, approximately 100 km to a concentrate storage facility at the port of
Albany before being loaded on to capesize vessels and shipped to an iron ore pellet plan? located in Malaysia Filtered water
recovered from the slurry will be pumped back to the mine site for re-use in the concentrator via a return water pipeline buried
beside the siurry pipeline.

At Albany Port the construction of a new berth will be required and the Albbany Port Authority will provide land to accommodate
a concentrate storage facility and ship loading infrastructure. Widening of the existing shipping channel into Princess Royal
Harbour and extending the channel into King George Sound is also proposed to facilitate the access of capesize vessels,

Grange has entered inte a Heads of Agreernent with subsidiaries of Road Builder {M) Holdings Bhd to secure the fuiure use of
infrastruciure in Malaysia cornprising an existing wharf and up to 60 hectares of land for the pellet plant at Kemaman on the
east coast of peninsudar Malaysia. The design capacity of the pellet plant is 6.8 Mtpa.

The magnetite resource within the Grange mining leases is sufficient to support the planned production rate for a period
of 22 years. Known extensions to the magnetite deposit within an adjacent tenement owned by Rio Tinte could extend the
project life considerably

PROECY LOCATION
The Southdown Magnetite Project is located approxirnately 90 kilometres northeast of the Port of Albany on the south coast
of Western Australia (figure 1}

The project comprises three granted rmining leases M70/433, M70/718 and M70/719 covering an area of 1712 hectares and
a General Purpose Lease Application G7W/217 and two Miscellaneous Licence Applications L70/37 and L70/98 covering an
additional 872 hectares on freehold farming property (figure 2) over which the Company holds an option o purchase.

Figure 1: Location of Southdown Magnetite Project, Atbany WA
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Figure 2: Aeromagnelic Signature of the Southdown Magnetite Deposit and Location of Mining Tenements
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RESOURCE EVALUATION

The Companys mining leases cover the western portion of a deposit of magnelite mineralisation that was first recognised in
the early 1980s. The deposit has strike length of approximately 13km and Grange's three mining leases cover the western ekm
of the deposit.

The eastern section of the deposit is held by Rio Tinto within exploration licence E78/2512. The aerornagnetic signature of the
deposit {figure 2} indicates an increasing depth of cover over the magnetite mineralisation as the deposit extends frorm Grange's
mining leases further to the east. Rio Tinto carried out reconnaissance diamond driliing to evaluate the nature and extent of
the deposit within its exploration licence during the period October 2005 to March 2006.

Resource Drilfing and Resource Estimate

In Movernber 2004 the Corpany comrmenced diarnond drilling to evaluate the nature and strike and depih extent of the
Southdown magnetite deposit within its mining leases. The resource drilling programme was designed 1o provide sufficient
data to establish a rescurce that could be classified as Indicated in accordance with the Australasian Code for the Reporting of
ldentified Mineral Resources and Ore Reserves (JORC Code, 2004}, Drill holes were spaced at 50 metres intervals on traverses
208 rmetres apart along the 6km strike length. The resource drilling programrne was compieted during May 2006 by which
tirme 195 resource holes aggregating 52,653 melres had been comnpleted. The location of drill holes completed to date is
shown on figure 3. In addition to the resource drill holes, 9 geotechnical holes (2,273 metres), & metallurgical holes {1,549
mefres), 3 hydrogeological holes (845 metres) and 13 groundwater monitoring bores {522 rmetres) have been corngleted. A
samirnary of drifling and sampling undertaken on the project is provided in Table 1.

Drill core was cut on site and submitted to the Amde! laboratory in Perth for sample preparation and test work (Davis Tube
Recovery} to determine the ragnetite content. The magnetic fraction was assayed by X-ray Fluorescence Spectroscopy to
determine its iron content and guality. A total of 8611 samples from the 195 resource drill holes and 892 sarnples from
resarmpling of the 1886/87 drill core were submitted for analysis,




TABLE 7
SOUTHDOWN MAGNETITE PROJECT - SUMMARY OF DRIELING AND SAMPLING

Southdown JV &
Portman
1986 - 1987 Resource 52 5,757 187
Grange Resources
2004 - 2006 Resource 195 52,653 9,503*

Geotechnical 9 2,279

Metallurgical 6 1,549

Hydrogeological 3 845
Groundwater 13 522
Monitoring

Total Grange 226 57,848 9,503
Grand Total 278 63,605 9,690

Note: *Includes 892 samples from re-sampling of 1986-1987 drill core by Grange

Golder Associates have completed a resource model using an all geological and assay data available as at 4 September 2006
and prepared a mineral resource estimate. The magnetite deposit within the Company’s mining leases has a sirike length
of approximately 6,000 metres and a vertical depth ranging from 50 to 500 metres. The available data has allowed Golder
Associates to estimate the resource contained within 5,950 metres of strike with variable depths ranging from 50 to 480 metres
below surface. The resources were estimated using a cut-off grade of 10wt% Davis Tube Concentrate (DTC).

Based on the above criteria Golder Associates estimated the Southdown deposit contains 479.1 million tonnes grading 37.3%
magnetite of which 427.3 million tonnes grading 38.2% magnetite are classified as Indicated Resources and 51.8 million
tonnes grading 30.1% magnetite are dassified as Inferred Resources.

The resource estimate (Table 2) was classified in accordance with the Australasian Code for the Reporting of Identified Mineral
Resources and Ore Reserves (JORC Code, 2004).
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TABLE 2
ATE

Tonnies {Mt) 4273 51.8 479.1
DTC wi% 38.2 30.1 37.3
DTC Fe% 69.2 69.0 £9.2
DTC Si0,% 1.9 2.0 1.9
DTC ALO,% 1.4 1.3 1.3
DTC TiD, % 0.37 0.44 0.37
DTC 5% 0.42 0.63 0.44
DTC Na,0% 0.05 0.04 0.05
DTC K,0% 0.009 0.009 0.009
DTC P% 0.002 0.003 0.002
DTC MgO% 0.23 0.25 0.24
DTC Ca0% 0.18 0.22 0.18
DTC Mn% 0.036 0.036 0.036
DTC V% 0.021 0.023 0.021
DTC LOI% 3.0 2.9 -3.0

The information in this statement of Mineral Resources is based on information compiled by Mr fichard Gaze who is & Member of the Austradasian institute of
Mining and Metaflurgy and has sulficient refevant experiance 10 Qualify as a Competent Person as defined in the JORC Code (2004, Richard Gaze consents to the
incluston of this information in the form and context in swhich it appears

Figure 3: Interpreted Geology and Drill Hole Location Plan
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Geology

Interpretation of drilling data indicates that the Southdown deposit consists of a gently east-plunging, overturned tightly folded
syncline that is offset by northwest and northeast trending faults {figure 3).

The core of the syndine is occupied by intensely metamorphosed quartz-magnetite-dinopyroxene gneiss and garnet-biotite
gneiss. The interpreted vertical depth to the keel of the syndine is approximately 50 metres at the western end of the deposit
and increases to a vertical depth in excess of 500 metres in the eastern portion of the deposit. The thickness of the deposit
ranges from 40 to 110 metres and averages 85 metres.

Typical cross sections of the deposit are shown in figures 4 and 5 and the locations of the sections are shown in figure 3.

Figure 4: Interpreted Crass Section 639420mE
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Figure 5: Interpreted Crass Section 640820mE

MINE PLANNING

Preliminary pit optimisation and mine planning work has been carried out based on an earlier geological and resource model
developed in January 2006. The work was undertaken in order to develop preliminary mining schedules and a layout for the
open pit, waste rock durnps and tailings storage facifities. Based on the results of the study Grange s confident that the deposit
contains sufficient mineralisation to support an open pit mining project producing 6.6Mtpa of magnetite concentrate for a
petind of approximately 22 years. The study developed a concept of co-disposal of approximately 50% of the backfill and
tailings into the excavated pit.

More detailed mine planning and scheduling is currently being undertaken based on the updated resource model. Geotechnical
and hydrogeclogical studies have also been completed o provide data for mine design and scheduling.

The main objectives of the prelirminary mine scheduling process was to:
- Formulate mining method strategies and test the practicality of these strategies
- Assess whether or not the nominated concentrate production rate of 6.6Mdintpa is achievable
- Estimate potential mining guantities for input to the mining eguipment selection and cost estimation process; and

- Provide preliminary "ore” grade tonnage profiles over the life of the mine for input to the treatment plant design
DrOCess,

It is erwvisaged that the long narrow Southdown pit will be mined in a series of biocks commencing at the western end of the
deposit and progressing to the east throughout the mine ke, The proposed pit will have a footprint of approxirnately 400ha,
a strike length of 6,000 metres and a depth of approxirately 300 metres.

The pit optimisation study developed a backfill durnping scenario with a portion of the waste being returned to the mine on a
progressive basis. The conceptual dumping schedule showed that approximately 50% of the waste rock would be able o be
ptaced in the excavated pit with backfilling commencing from Year 5 onwards.

The pit optirnisation study also investigated the co-disposal of tailings in the backfill and conduded that from Year 7 onwards
this would be practical. The concept is to create basins within the waste for filling with plant tallings. Approximately half the
tailings would be able to be placed in the backfill. The tailings would be progressively covered by a layer of oxide material to
seal thern from the atrmosphere.

1




Site investigation

A programrne of test pitting and shallow geotechnical driling has been completed to investigate the footprints of the tailings
storage facility, the waste rock dumnp and the proposed water dam (Figure 6). Test bore hales have been logged for soif and
rock type and tested for geotechnical parameters. Piezometers to test for water levels were installed in a3l the test bores. The
aims of the site investigation work were to:

- Characterise the geotechnical and hydro-geclogical conditions at the proposed tailings storage facility and water dam
sites for use in stability and seepage analyses;

- Install piezometers in the boreholes to enable future monitoring of groundwater levels and water quality;
- Assess the suitability and quantily of near surface soil material for use as borrow material in construction works; and
- Collect representative soil samples for laboratory testing,

During the june guarter three HQ size 300 metre deep vertical core holes were drilled within the cutline of the pit. Each of the
holes has been equipped with vibrating wire piezometers to provide information on hydraulic gradients and hydraulic pressures
in support of the geatechnical pit design.

Figure 6: Concepluat site layout plan
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METALLURGICAL TEST WOREK

A comprehensive test work prograrame has been conducted on representative samgples of “ore” from the Scuthdown magnetite
deposit and has demonstrated that a high quality rmagnetite concentrate containing very low levels of phosphorous can readily
be produced suitable for the production of both direct reduction {DR) and blast furnace (BF) pellets.

The tesi work has established that multi-stage grinding and separation allows the production of a DR grade concenirate at a
P, af 34 microns and a BF grade concentrate at a grind as coarse as a P, of 40 to 45 micron. The concentrate contains low
levels of silica and phosphorus and other contaminants all of which typically reduce with further grinding. The concentrate has
a relatively high sulphur content of 0.7 %5 which can be readily reduced to below 0.2%5 by reverse flotation. Expected DR and
BF concentrate qualities are presented in Table 3.

A 22 tonne bulk sample of mineralisation from drill core has been processed through a pilot plant set up in a metaliurgical
lzboratory in Perth and approximately 6.0 tonnes of magnetite concentrate has been produced for fest work on pellet
production, slurry characteristics, thickener operation and filtration.

Approximately 1.5 tonnes of concentrate were forwarded to Cutokurmnpu Technology (Lurgd) in Gerrnany in Novermnber 2005 to
determine the suitability of the concentrate to make peliets using Outckumpu’s Straight Grate technology. Approximately 2.0
tonnes of concentrate were forwarded to Kobelco Corporation in Japan during Febraary 2006 to determine the suitability of
the concentrate to make pellets utilising Kobelco's Grate Kiln technology.

Both Outckumpu and Kobelco have successfally produced good quality pellets from the concentrate utilising their respective
technologies. The concentrate processed by both companies contained relatively high sulphur {0.7%5) and further pelletising
tests are being undertaken on a low sulphur concentrate (<0.29 S} produced by reverse flotation. Information being generated by
Cuiokurnpt and Kobelco will determine the operating conditions for the future pellet plant to be established at Kemarnan.

The expected gualities of concentrate (prior to the rernoval of the sulphur by flotation} and DR and BF peliets based on the
results of testwork undertaken to date by both Outckumpu and Kobelco are presented in Table 3.




TABLE 3
SOUTHDOWRN MA EXPECTED CONCENTRATE & PELLET QUALITY

Estimated

fe % £9.89 67.70 >67.5 67.21 65.60 62.71
Fe0 % 28.68 28.60 0.50 0.50 .50
5i0, % 0.97 3.01 <2.0 1.19 =50 3.33 338
A|_>03 % 1.34 1.51 1.36 <2.0 1.58 1.58
Cal % 0.87 0.20 0.76 0.20 2.65
Mg % 0.15 0.35 016 0.35 1.47
TiO, % 0.37 0.38 0.36 <1.0 0.37 .35
Cr,0, % 0.06 0.06 0.06 0.06 .05
Na,0/K,0 % 0.1 0.7 0.02 0.09 .09
M % 0.G3 0.03 0.03 0.03 .03
P % 0.31 0.01 0.00 <0.07 0.00 .00
5 % {1} 0.65 0.43 0.0 0.01 .01
1O % 271 -2.60
84 (2) 0.10 012 0.36 0.1 .83
B2 (3 0.67 007 G.64 G.06 078
MgO/Cal 2.14 1.75 0.21 1.72 .56
S5i0,/ALO, 0.72 1.95 0.87 2.1 214
B0% Passing 34 - 38 micron | 42 - 45
Blaine m¥/kyg 200 - 230 180 - 200
CC5 44} >250 265 - 287 =250
Abrasion index % <4.0 3739 <4.0
Tumble Index % >95.0 961972 | =950
Ye<hrrHm <3.0 <3.0
Y5 1Bmm >93.0 =93.0
RDE % (5) >530.0 928937 | =500
Linder Reduction =92.0 96.1
% Metallisation
Reduction Degree 954

Motes:

1. The sulphur content of the concentrate is axpected to be reduced to (.2% following reverse #otation.
2. Bg= {all+ Mgl
50, + ALG,
3B = {ald
4. CL5 = Cobd Compression Soengih.
5. REM = Redection Disintegraton Index.

14
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The metallurgical test work prograrnme consisted of three principal sections:
1. Bench scale work to establish the overall metaliurgical characteristics and behaviour of the material.

2. Piot plant runs to confirm the bench scale work and generate samples of magnetite concentrate and tatlings for
further testwork.

3. Specific tests to oplimise design and equipment selection.

The resuits of the work established that multi-stage grinding and magnetic separation allows the production of both DR and BF
grade concentrate. Dry magnetic separation was found to be of benefit by enabling a large reduction in feed to subsequent
grinding steps for a rrinimat loss of magnetite. High pressure grinding raff testwork has shown that the Southdown material
responds weil to high pressure cornminution and has provided data for the selection of appropriately sized machines.

The further pelletisation test work being undertaken will also indude the {aboratory production of 200kg of pellets for basket
tests at both Midrex and HYL direct reduction shaft furnaces.

SCOUTHDOWN INFRASTRUCTURE
Sturry Pipeline

It is planned to transport the magnetite concentrate in slurry form by buried pipeline from the Southdown site into the Albany
port area where it will be dewatered in the filter plant prior to stodkpiiing {see Figure 7).

The proposed pipeline alignment is to be secured via registered easerments which affect 47 freehold or leasehold landowners.
Wherever possible the proposed pipeline alignment is sited across cleared land and along property boundaries. Revised
offers and agreement docurments were sent to affected landowners in July 2006 and follow up negotiations with individual
landowners are being undertaken.

In respect to road reserves, Unallocated Crown Land and other Crown Reserves negotiations with a variety of governrent
agencies for pipeline access is ongoing and will be concluded once the freehold easement aligrnment is secured.

Figure 7: Proposed Siurry Pipeline Roulte




Power Supply
Grange will require a reliable power supply for the concentrator, slurry pipeline purnps, mine site facilities, concentrate filiration
plant at Albany, port material handling facilities, and return waterline pumps.

Western Power has completed a study to evaluate the optimum transrnission line for the supply of electricity to the Southdown
mine and concentrator, A new 220kV transmission line from bufa to Kojonup and then o Scuthdown has been proposed.
This fine is expected to have a capacity of approximately 150MW, well in excess of the Project’s requirement of approximately
75MW. This pawer line will also add significantly to regional power infrastructure and is expected to improve power supply to
many existing consurners.

Grange has contracted Western Power to obtain the easement for this transimission line and formal landowner and stakeholder
consdliation in respect to the easement alignment commenced in fuly 2006.

The Scuthdown Project will be classed as a contestable customer so Grange will be able to negotiate electricity supply terms and
price from market participants. Grange has recently contacied potential power suppliers to update Bkely supply and costs.

Water Supply

Significant effart has been undertaken to define process water solutions for the project. Process design work has determined that
the annual make-up water requirermnent will be 2.7 Gigalitres {2.7 x 107 litres) per annum {approximately 85 litres/second).

Potential make-up water supply sources include;
- Pit dewvatering from groundwater and rainfall inflows;
- On-site rain water runoff capture;
- Onfoff-site groundwater extraction, and
- Treated waste water from the Water Corporation’s Albany Tres Farm.

A Site-wide Water Balance Study and Water Managernent Plan underiaken for Grange's Feasibility Study has identified that
from year 5 of mining ocnwards pit dewatering and rain water runoff from impacted areas on site such as the waste dump,
tailings storage facility and other mining affected areas could provide up to 77 litres/second of water which represents ahout
30% of the tolal make-up water requirements. This study is being extended to determine the water that could be available
fram capture on land adjacent to the project site as it appears that appropriate water harvesting could provide the total make
up water requirements for the project.

The Water Corporation has advised that at least 3,000 Kilolitres/day {35 litres/second) of treated waste water could be supplied
o the project if required.
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Afbany Port

The Cornpany continues 10 work closely with the Albany Port Authority in respect to the need to expand the port to meet the
reguirernents of the Southdown operations. Work undertaken during the period included:

Completion of environmental studies required for the submission of the Public Environmental Review (PER).

Under keel clearance modelling to ascertain the required channel depth for the likely ship type. Two channel depths are
being considered; 15.0m with average high tides to give a vessel loading of 15.8m and 16.0m with average high tides
o give a vessel loading of 16.8m.

A preferred fenderer has been identified for the conduct of a Magnetometer Survey of the existing and proposed
shipping channe! within Princess Royal Harbour and King George Sound to deterrine the location of Unexploded
Crdnance. The aim of this survey will be to identify within the survey area any Unexpioded Ordnance fired from the old
coastal defence batteries that operated up until the 1960% or dumped at sea after the end of the Second World War.,
The survey will be completed before the commencement of dredging for the port expansion.

Design of the seawall at berth 7 has commenced.

Expressions of interest were called for the design and construction of berth 7 and shiploader.

SOUTHDOWN ENVIRONMENTAL APPROVALS

Grange and APA have respectively engaged Ecologia 1o fadilitate the environmental approval process including:

Lizising with government, public stakeholders and contractors.
Undertaking environmental impact studies.
Providing specialist technical advice.

Preparing environmental docamentation required to be submitted to regulatory authorities,

The final Environmental Scoping Docament was approved by the EPA on 12th April 2006, The draft Public Environmental
Review {PER} document was subirmitted to the EPA and other government agencies for comrment on 4th fuly 2006

Alowing for the mandatory review and response periods, environmental approval for the Project is expected in the second
guarter of 2007, subject to any appeals.
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KEMAMAN (MALAYSIA) PELLET PROJECT

In February 2005, Grange announced that it had entered into a Heads of Agreement with Road Builder (M} Holdings Bhd, a
publicly listed Malaysian company, to acquire up to a masimum of 60 hectares of land in an industrial estate adjacent to the

port of Kemaman to build a magnetite peliet plant and secure port fadilities (West Wharf). The Kemaman Pellet Plant will use
concentrate shipped from the Southdown Magnetite Project to produce high quality iron ore pellets. The Kemaman site was
selected as the preferred location for a nurnber of reasons including the following:

- Availability of competitively priced energy supplies including natural gas and electricity.
- Close proximity to potential off-take parties and markets,

- Yery competitive export sea freight.

- Access to port infrastructure with low operating costs.

- Awvailability of a skilled construction and operating workforce.

- The potential granting of government incentives including tax benefits and the exermption from import and export
duties.

- Ability to expand through the provision of additional pellet plants,
The key components of the Kemaman Pellet Project comprise the following:
- The pellet plant.
- Stockyards for pellets and concentrate with robile stackers and reclaimers;
- Aship loader {norninally 4,000 tph) capable of loading iron ore pellets into capesize vessels,
- Two shig-unloaders {nominally 2,080 iph each) capable of unlcading magnetite concentrate from capesize vessels.
- Conveyor systems between the ship-unloaders and ship lvader and the concentrate and pellet stockyards.
- Office, maintenance, laboratory and other facilities as necessary.
- The provision of services from water, natural gas and electricity providers,
Provisicn has been made in the infrastructure for the future construction of additional pellet plants on the Kemaman site.

Peiflet Plant Facility

The Kernarnan Peilet Plant facility will be designed for 3 capacity of 6.8 Mipa. This capacity achieves the optimum economies
of scale for a single pellet plant using existing technology. There are 3 number of plants operating at this scale around the
world.

Testing of the ground conditions at the Pellet Plant site has been completed. Resulis of the tests indicate that pre-loading of
areas on the site will need 1o be undertaken as soon as the project commences.

West Wharf

The West Wharf consisis of an existing jetty with a concrete deck approxirmately 518 metres long by 29 metres wide, sufficient
o berth a Capesize and Panarnax vessel concurrently. The depth of the berth pocket was originally dredged to 18 metres
although parts of the turning basin had not been fully dredged at the time of the agreement. Under the terms of the Heads of
Agreernent, Road Builder is required to provide for vessels with a draft of 16m and during luly 2006, dredging of the turning
basin at Kernarman comrenced.
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Power Supply

Tenega Nasional Berhad (TNB) is the national electricity provider for Malaysia. High voltage power is available from a TNB
substation immediately next to the pellet plant site. TNB have indicated that they would be able to supply power to an agreed
location within the pellet plant site via a 132KV line. Discussions have commenced with TNB to seek the best possible power
price and terms for the project.

Natural Gas Supply

Natural Gas for the pellet plant is available from the national supplier, Petronas Gas via a pipeline that runs along a road
adjacent to the pellet plant site. Petronas Gas would supply the gas to the pellet plant site via a new lateral from the pipeline to
a designated supply point on the pellet plant site. A formal application for the supply of gas has been made to Petronas Gas.

Conveyor Corridor

An infrastructure comidor exists between the West Wharf and the pellet plant site. A pipe conveyor system has been designed
for the transport of imported Southdown concentrates and the export of Kemaman iron ore pellets. This pipe conveyor would
be sited within or adjacent to the infrastructure corridor.

MALAYSIAN INVESTMENT INCENTIVES

In April 2006, Grange Developments Sdn Bhd {GDSB), a wholly owned subsidiary of Grange Resources Limited, lodged an
Application for Pre-Packaged Incentive for the Kemaman Pellet Plant and associated infrastructure with the Malaysian Industrial
Development Authority (MIDA). GDSB is responsible for the planned development of the iron ore pellet plant operation to be
built at Kemaman in Malaysia.

In Septernber 2006 the Malaysian Government advised that it had granted a substantial tax incentive package to GDSB for the
Kemaman Pellet Plant Project.

19




The Mataysian Minister of Finance approved Pioneer Status for the project with a package of spedial incentives including:

- A 100% corporate incorne tax exemption at the statutory incorne level for a period of 15 years.

- An Infrastraciure Allowance to construct and provide infrastructure to the West Wharf at Kerarnan Port. The
Company can offset the Allowance against 85% of the statutory income after the 15 year {ax exernpt period.

- A 100% exemption on Withholding Tax applicable on payments to non-residents for interests, rovalty, services and
contracts for a period of 5 years commencing from 2007

- An exernption on import daty and sales tax on all raw materials and machinery imported inte the country by Grange
used directly in the manufacturing of iron ore pellets.

- 25 expatriate positions to operate the project, and
- A Matching Training Grant of RM1 million (AUD370,000) for a period of four years beginning 2009,

The package is one of the best packages offered by the Malaysian Government in relalion to a project of this nature. The
15 year tax exernpt period is beyond the standard 5 or 10 year tax exempt period normally given. This incentive package
substantially improves the project economics of the Kermnaman Pelflet Plant.

KEMAMAN ENVIRONMENTAL AFPROVALS

Perunding Utama Sdn Bhd {(PU) is the environmental consultant for the Project in Malaysia.

The review panel meeting for assessing the Terrns of Reference for the Detailed Envieonmental rnpact Assessrnent {DEIA} for
the pellet plant at Teluk Kalong Industrial Estate, Kernaman was held on the 14th Novernber 2005. 1ssues raised by the review
panel meeting were addressed in the updated Project Terms of Reference which was submitted by PU 1o the Department of
Erwironment (Dok) on 7th February 2006 and approved on the 5th May 2006,

The DEIA report was cotnpleted and lodged with the Dok on 14th June 2006 and has been published for public cornment.
The final meeting of the review pane! for the DELA was held on 7th September 2006, No significant issues are anticipated and
Malaysian environmental approval is expected in the fourth quarter of 2006,

PROECT CAPITAL COST

The project capital cost estimate in December 2005 dollars was estimated at US$1,175M including contingencies. This estimate
was compited as follows:

Southdown
- Owner leased mining eguipment
- A provisional sum for prestripping
- Eguipment #ists for the Southdown concentrator based on the flow sheet developed from the pilot plant test work
- Yendor quotes for the equipment

- Electrical costs based on the installed equipment and installation based on simifar work being undertaken on other
current projects

- Construction costs based on other current construction projects

- Construction and operating infrastructure based on current project costs

- Slarry pipeline estimate by Pipeline Systemns incorporated (PSH

- Land based port facilities based on vendor quotes and current construction costs

- Engineering costs and owners costs {including land purchases, insurances, overheads, employer training, el
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Kemaman
- Pellet Plant cost estimate provided by Outokumpu for Malaysian installation

- Infrastructure based on vendor quotes and Malaysian construction
- Civil works based on site investigations and Malaysian costs for piling and preload

The breakdown of capital costs in various currencies is Euro {16%), Malaysian Ringgit (16%), US$ (13%) and A% (55%).

This cost estimate compares with the published capital cost of the new Samarco development of a mine expansion, concentrator
and pellet plant in Brazil {7.6Mtpy) at an estimated cost of U5$1,200M

PROJECT OPERATING COLTS

The preliminary estimate of the operating cost for iron ore pellets, free on board (FOB) Kemaman isU5$39.43/tonne using
owner mining costs.

PROJECT STRUCTURE

Grange anticipates new participants will be introduced into the project and is providing specific BFS information to a number
of companies that have registered their interest through confidentiality agreements. Grange appointed Azure Capital to assist
in the process of determining the most appropriate partners capable of facilitating the financing and development of the
project.

In March 2006 Grange announced the commencement of an internaticnal tender process for joint venture partners. The first
key milestone date under the process was for non-binding expressions of interest to be submitted in May 2006. A number
of parties submitted non binding expressions of interest (EOI) and have commenced the detailed due diligence phase. As
expected, EQIS have been submitted in accordance with the Information Memorandum development template along with a
number of other alternatives.

Interest has come from all the growth pellet demand areas in the world, as well as from existing producers and general
investors. Due to the complexity of interest and the extent of due diligence, Grange is targeting the last quarter of 2006 for
resolution of the ownership structure for the Project.

The Albany Port Authority would facilitate the export of Magnetite
concentrate in Capesize ships through capital investr
dredging, land reclamation and berth construction..-




DIRECT REDUCTION AND BLAST FURNACE PELLET DEMAND

Over the past year but particularly the last quarter, Grange Resources and Azure Capital have contacted or visited pellet
consumers in the competitive sea freight proximity of Kemaman. Figure 8 shows the location of potential consumers and

highlights the freight advantage of Kemaman which can be summarised as follows:

- South East Asian DR pellet consumers within one days sailing of Kemaman. Perwaja Steel is located adjacent to the

pellet plant and could be serviced by road or an overland conveyor.
- Middle East DR pellet consumers with sea freight of approximately US$7.7/t in panamax vessels.
- North Asian BF pellet consumers with sea freight of approximately US$5.7/ in panamax vessels.
- Chinese BF pellet consumers, located on the Yangtze River at US$12.7/ in handymax vessels.

- Australian BF pellet consumers with sea freight of approximately U$$6.04 in panamax vessels.

These freight costs compare to current long term pellet supply freight costs - mostly from Brazil of - approximately US$20/t.

Spot freight costs from Brazil can be significantly higher than these long term costs.

Additional market potential is being investigated in Indonesia, Thailand and India.

Figure 8: Projected iron ore pellet markets for the Kemaman Peliet Plant
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MOUNT WINDSOR JOINT VENTURE

Grange 30%, TCM 70%

The Mt Windsor foint Venture is an unincorporated joint venture between BML Holdings Pty Lid (BML) 30% {a wholly cwned
subsidiary of Grange) and Thalanga Copper Mines Pty Limited ("TCM™) 70%, the manager. The jcint venture operated the
Reward and Highway open pit mines during 1998-2002 and, untit cessation of mining activities on 8 July 2005, had been
mining and processing copper ore from an underground mine developed to exdract ore from the Reward Deeps and Conviction
copper deposits to produce a copper concentrate for export. The project area is located approximately 37 km south of Charters
Towers in North Queenstand.

REWARD DEEPS & CONVICTION COPPER MINE
Grange 30%, TCM 70%

Operations

On 8 july 2085 mining operations at the Reward Deeps and Conviction underground mine ceased due to the exhaustion of
OFe TeSRIves,

Concentrate Sales

Ire July 2805 the final shipment of copper concentrate (4,606t from the Reward Deeps and Highway South underground mine
was exported from Townsville. income received during the financial year from the sales of copper concentrate amounted to
$7.44 million.

Rehabilitation

Rehabilitation of the Highway and Reward mine site commenced in Novernber 2005 and was completed during the June 2006
quarter.

RED HILL PROJECT

Grange 4% Gross Revenue Royally
Barrick (PDY Australia Limited {"Barrick PD") 100%

Grange holds 3 4% gross revenue royalty on all production after the first 85,000 ounces of goid produced from the Red Hil
Mining Lease (M27/57), which is located approximately dkm rnorth east of the Kanowna Bell Gold Mine, 20km north east of
Kalgoorlie. The project is owned and operated by Barrick PD.

Gold mineralisation at Red Hilb cccurs mainly as free geld in shallow dipping quartz veinsg within a porphyry host. Drilling
has shown the presence of a large tonnage low-grade gold deposit, which extends outside the boundaries of M27/57 on to
tenernents held 100% by Barrick PD and not subject to the royally,

During the financial year royally payrnents from mining activities at Red Hill tolalied $1.99 million. Royally income from
commencernent of operations in February 2003 to 30 June 2006 armounis to $3,759,739. Ore treated during this period has
been 4,012,087 tonnes at an average grade of 1.76g/t gold for the recovery of 214,628 ounces. For production above the
threshold of 85,000 cunces the royalty to Grange has averaged $25.47 per ounce of gold produced. A summary of production
statistics and royalty income received for the year ending 30 June 2006 is provided in Table 4.

TABLE 4
RED HILL PROJECT ~ MINING LEASE M27/57 PRODUCTION AND ROVYALTY INCOME FOR YEAR TO 30 JUNE 2006

Septernber 2005 Quarter 266,716 167 13,425 317,680
Decermnber 2005 Quarter 198,640 2.11 12,553 322,985
March 2006 Quarter 325,153 2.13 20,763 616,336
june 2006 Quarter 345,810 2.13 22,143 733,865
TOTALS 1,135,519 2.02 68,884 1,980,867
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Reserves and Resources

Barrick PD has cormnpied estirnations of mineral resources and ore reserves as at 31 August 2006 for the Red Hill project. Ore
reserves within M27/57 are estimated to a depth of 150 metres and armount to 1.52 million tonnes grading 1.59g/ gold
containing 77,400 ounces of gold. These reserves include surface stockpiles of 1.13 million tonnes grading 1.50g/t gold
containing 54,600 ounces of gold. Mineral Resources are estimated to a depth of 150 metres and amount to 5.5 million tonnes
grading 1 40g/t gold containing 248,000 ounces of gold.

Ore reserves and mineral resources within M27/57 as at 31 August 2006 are summarised in Tables 5 and 6 respectively. The
Measured and indicated Resources, sumimarised in Table 6 are indusive of those in-situ Mineral Resources rmodified to produce
the Ore Reserves in Table 5.

TABLE 5
RED HIiLL PROIECT - MINING LEASE M27/57 MINING RESERVE AS AT 31 AUGUST 2006

Proved (Stockpiles} 08-14 745,600 1.11 26,600
Proved (Stockpiles} >1.4 386,000 2.26 28,000
Sub Total Stockpiles 1,131,000 1.50 54,600
Probable {In-situ) 08-14 116,000 0.98 3,600
Probable {in-situ) =14 272,000 2.20 19,200
Sub Total n-situ 388,000 1.83 22,800
Total 1,519,000 1.59 77,400
MNotes:

Estimation rmethod: Block model, Multiple Indicator Kriging (MIK}
Reserves estimated 1o a depth of 150 metres
Gold Price A3632/0z

- Reserves rounded to nearest 1000 tonnes

This reserve statement has been compilad by Mr Roger Cooper of Barrick (R0 Australia Liritod, who iz & cormpotent person as dofined in Appendix 54 to the ASX
listing rubes. Barrick (PD) Ras consentad in wiiting to the iformation baing includad in the form and contaxt in whick it appaars.

TABLE &
RED HILL PROJECT ~ MINING LEASE M27/57 MINERAL RESOURCES AS AT 31 AUGUST 2006

indicated 08-14 2,386,000 1.05 80,700
indicated =14 1,612,00C 2.03 105,400
Sub Total indicated 3,998,000 1.45 186,100
inferred 08-14 916,006 1.02 30,400
inferred =14 585,000 1.69 31,700
Sub Total inferred 1,501,000 1.28 62,100
Totat 5,499,000 1.40 248,200
MNotes:

Ectirnation rmethod: Block model, Multiple Indicator Kriging (MIES
fpsources estimated o a depth of 150 metres
- Resowrces rounded 1o nearest 1,000 tonmes

This rascurce statement has been compdlad by M Roger Cooper of Barrick (R0) Australia Limited, who i a competent person as defined in Appendix 54 1o the 5K
listing rubes. Garrick (FO) has consented In weiting to the information being included in the form and contest in which it appaars.
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FRESHWATER PROJECT

Grange - Sliding Scale Production Royally
Barrick Gold of Australia Limited {"Barrick Gold™) 100%

The Freshwater project is located adiacent to and to the east of the Plutonic Gold Mine located approximately 180km north east
of Meekatharra in Western Australia. The project is owned and operated by Barrick Gold of Australia Limited. The Company
holds a siiding scale royalty based on grade, tonnage and type of ore milled on ali production from the Freshwater leases.

Rovalty and Production

Total royalty income earned for the year ended 30 June 2006 amcunted to $327,744 from underground ore. A sumrnary of
production statistics and the cash received from royalty income received for the year ending 30 June 2006 is provided in Table 7.
The cash received from royally income is indusive of rovalty income accrued but not paid in the previcus financial year,

TABLE 7
FRESHWATER PROIECT - PR CHON AND ROYALTY INCOME FOR YEAR TO 30 JUNE 2006

UNDERGROUND ORE

Septernber 2005 Quarter 32,140 5.37 44,343
Decermnber 2005 Quarter 84,925 4,60 139,474
March 2006 Quarter 16,642 8.03 90,329
june 2006 Quarter 30,173 573 53,898
TOTAL UNDERGROUND 143,880 5.43 327,744

Royalty income derived from open pit ore from Novernber 1996 when the royalty was first established, to 30 June 2006 totals
$3.0 million. Gold ore treated during this period has been 4.03 million tonnes at an average grade of 2.08 g/t gold for the
recovery of 259,065 ounces. The royalty has averaged $11.58 per ounce of gold produced.

Royalty income for underground ore frarn December 2001 when development of the Plutonic East mine commenced, to 30
June 2006 arnounts to $1,004,839. Gold ore treated during this period has been 362,139 fonnes at an average grade of
£.220/t gold for the recovery of an estimated 67,000 ounces, The royalty has averaged $14.92 per ocunce of gold produced,

Reserves and Resources

Batrick Gold has advised that as at 31 Decemnber 2005 the Freshwater underground Ore Reserves amounted to 308,000 tonnes
grading 5.7g/t gold containing 56,300 cunces goid. in addition to these reserves, Freshwater underground Mineral Resources
arnounted to approximately 3 48 million tonnes grading 5.28 g/t gold containing 590,500 ounces gold.

Barrick Gold also reported open pit Mineral Resources as at 31 Decemnber 2005, of 1.125 million tonnes grading 2.52 g/t gold,
containing 91,100 ounces of gold.

Ore Reserves and Mineral Resources for the Plutonic East and Area 4 underground project are presented in Table & and open
pit Mineral Resources are presented in Table 9. it shoud be noted that in Table 8 the mineral resources are exelusive of those
resources modified to estirnate the ore reserves.
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TABLE 8

FRESHWATER PROJECT - UNDERGROUND PROJECTS
STATEMENT OF ORE RESERVES AND MINERAL RESCURCES AS AT 31 DECEMBER 2005

ORE RESERVES

Plutonic East & Area 4 Proved 17,000 4,20 2,305 2,180

Probable 291,600 5.80 54,003 48,600
Total Underground Cre 308,000 5.7¢ 56,300 50,700
Reserves

MINERAL RESCURCES

Plutonic East & Area 4 Indicated 453,000 5.16 75,200

Inferred 3,026,000 5.30 515,300

Total Underground Resources 3,479,000 5.28 590,500
TABLE G

FRESHWATER PROJECT - GPEN PIT PROJECTS
STATEMENT OF MINERAL RESCURCES AS AT 31 DECEMBER 2005

Barramundi Indicated 37,000 3.49 3,700

inferred 4,500 1.69 204
Total Barramundi 41,000 2.93 3,200
Sakrmon Indicated 761,000 2.29 56,000

inferred 3,000 1.65 204
Total Salmon 764,000 2.2% 56,200
Trout Indicated 252,000 3.49 25,000

inferred 68,000 2.82 6,000
Total Trout 320,000 3.03 31,000
Total indicated 1,050,000 2.51 84,700
Total Inferred 75,000 2.71 6,400
Total Open Pit 1,125,000 2.52 91,100
Resources

These raserve and rasource statements have boen prepared by My Matthew Fallon, Geology Superintendent for Barrick Gold of Australiaz Limited, who is a
competent person as defined i the JORC Code. My Fatlor is a ull time amploves of Barrick Goid of Ausiralia Lmited. Sarrick Gold of Australia has consentad in
writing o the information being includad in the form and contest inwhich it appears.
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Development Drilling and Exploration

Barrick Gold reported that during the vear development drilling was undertaken at the Trout open pit area. 130 RC holes
aggregating 11,289 metres were drilled to test the continuity of the Main lode grade west of the existing pit. Mineralisation has
been identified in the mafic unit related to quartz veining and sulphides. Several significant intersections were recorded.

No exploration activity was undertaken on the Freshwater tenements during the year.

WEMBLEY
Grange 100%, Gleneagle Gold Limited (*Gleneagle™) Earning 80%

The Wembley Gold Project is located approximately 65km south east of Gleneagle's Fortnum Gold Project and comprises one
granted mining lease and a mining lease application. Gleneagle is earning an 80% interest in the tenements by spending
$500,000 on exploration.

The granted mining lease covers the Durack and Qutback prospects, which host a modest gold resource of 568,000 tonnes
grading 2.3g/ gold (42,700 contained ounces). The resource comprises an indicated resource of 390,000 tonnes grading
2 2gft gold containing 27,600 ounces and an inferred resource of 180,000 tonnes grading 2_6g/ gold containing 15,100
ounces.

During the year Gleneagle completed further RC and RAB drilling to test for extentions to mineralised zones within the known
resource and to increase the geclogical understanding of the mineralised system. Gleneagle advise that the resource estimate
is to be upgraded to include the more recent drilling with pit optimisation to be undertaken on the updated resource.
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MALAYSIAN IRON ORE

The Company has adopted an active strategy to pursue other prospects and projects overseas and within Australia.

In February, 2006, Grange Minerals Sdn. Bhd. a wholly owned Malaysian subsidiary signed a Memorandum of Understanding
with a local Malaysian company, Esperance Mining Sdn. Bhd., to joint venture and develop a small mine and process plant at
the old iron ore mine of Bukit Ibam, in Malaysia. Grange Minerals are earning 51% equity. The operation is designed to mine
remnant iron ore reserves and provide concentrate for the local pipe coating industry at Kuantan. Kuantan is on the east coast
of Peninsula Malaysia and is 50kms south of Kemaman which is the location of the proposed site for the Grange iron ore pellet
plant. The Bukit Ibam Mining Certificate was granted on June 21, 2006 and preparation to mine and plant construction were
underway at year end. Grange Minerals also plans to carry out extensive exploration for iron ore and other commuodities in the
Bukit Ibam district and at the Sungei Rama prospect to the south, whilst at the same time generating cash flow through their
joint venture operation. The Bukit Ibam district was a significant producer of iron ore concentrate from a number of ore bodies
which, collectively, between 1962 and 1970, produced 22 million tonnes of haematite and magnetite ore. In support of their
increased activity Grange Minerals has opened a regional office in Kuantan.

Applications for other Exploration Licences within Malaysia have been made in the States of Kelantan and Terengganu to
explore for gold and iron ore. The proposed Licence areas are at Batu Melintang, Rusila and Bukit Panjang; all are in old mine
areas and are considered advanced gold and iron ore prospects (see figure 9). These applications are currently being processed
by the respective state governments.

Grange has established an office in Kuantan, Malaysia to
support the company’s mining and development operations
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OTHER EXPLORATION PROJECTS

In addition to the above projects, the Company holds interests in several exploration projects in Western Australia and the
Northern Territory,

In the Wiluna District of Western Australia the Company holds a 10% free carried interest to a dedsion to mine or
expenditure of §2 million in the Abercromby Well Joint Venture with MPI Nickel Pty Ltd. The ternement is prospective for
gold mineralisation.

During 2004 Grange entered into an option to a purchase agreement with Murchison Copper Mines Pty Ltd over the Horseshoe
Lights Project, which has been exercised. Subsequent to entering into the option agreement a plaint was lodged over the
main mining lease at Horseshoe Lights (M52/743). The plaint is being defended by Grange. The transfer of ownership and
management of the project have been delayed pending the outcome of the plaint hearings.

Substantial resources of low-grade copper bearing material are present at Horseshoe Lights in stockpiles, dumps, tailings and
in-situ hard rock resources. Previous work has shown that the tailings and stockpiles are readily amenable to leaching. The
Company continues to seek opportunities to establish a copper leaching operation on site.

Grange entered into option to purchase agreements during 2005 with Murchison Copper Mines Pty Ltd over the old Thaduna
and Green Dragon copper mines located approximately 170km north east of Meekatharra in Western Australia. Prior to
entering into the option to purchase agreements, plaints were lodged over the Thaduna and Green Dragon mining leases. The
plaints are being defended by Grange. Murchison Copper Mines has exercised its options but the transfer of ownership and
management of the projects have been delayed pending the outcome of the plaint proceedings.

The Company considers the stockpiles and tailings associated with the Thaduna mine represent potential feed to an operation
that may be established at the Horseshoe Lights Mine to process low-grade copper resources.

The Company holds equity in several tenements in the Tennant Creek region in the Northern Territory. The most prospective
area with potential to host a high-grade gold, copper, bismuth resource is the Mt Samuel prospect located approximately 6km
south of Tennant Creek. Access to the Mt Samuel property is currently not available due to the presence of an Aboriginal sacred
site. In May 2006 the Company entered into 2 Memorandum of Understanding with Westgold Resources NL whereby Westgold
could farm in on the tenements subject to it negotiating an Access agreement with the traditional custodians.

-'-H_orseshoe L:ghts tamngs dam and stockp;les contam over $ 50 m:luon
f copper based on current metal prices
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Your Directors present their report with respect to the results of Grange Resources Limited {(“Grange” or
"the Company”) and its controlled entities (the “Group”) for the year ended 30 June 2006 (the
"Balance Date”) and the state of affairs of the Company and Group at Balance Date.

DIRECTORS

The nammes and details of the directors of the Company in office during the financial year and until the date of this report are
as follows. Directors were in office for the entire period untess otherwise stated.

Names, qualifications, experience and special responsibifities

Anthony Bohnenn
MNon-executive Chairman

Mr Bohnenn was appointed as a director of Grange in Novernber 2001 and subsequently elected as Chairrman
on 1 July 2002, Mr Bohnenn has rore than 25 years experience as Managing Director in the investrment
banking and financial services indusiries, with an ernphasis in research and funds managernent.  Mr Bohnenn is
based in the Netherlands and his main focus has been identifying investment opportunities in Australia, China
and Asia. Mr Bohnenn is chairman of the Audit and Compliance Comrnittee and Remuneration Committee,

Geoff Wedlock B.Sc.
Managing Director

Mr Wedlock was appointed managing director of Grange on 23 February 2005, Mr Wedlock's previcus roles have included
executive positions with BHP Billiton Limited, Portman Mining Limited and Western Metals Limited. Mr Wedlock has rmore than
35 years of experience in minerals exploration and project management. During the past three years Mr Wedlock has also
served as a direcior of the foliowing listed public companies:

- Western Metals Limited (2001 to 2063}

Alexander Henry Nutter BSc., MSc., DIC., FAustMM.,, MAIG.
Technical Director

Mr Mutter is a geologist and holds degrees from Southarnpton, Leeds and London Universities. He has over 30 years expetience
in mineral exploration, resource evaluation and mining geology in Australia, West Africa and the Asia-Pacific region. He has
held senior positions in the mining industry and has been responsible for the discovery and/or acquisition of several mineral
resources for both international and Australian public companies.

Richard Krasnoff BEc., MBA., GAICD
Mon-executive Director

Mr Krasnoff was appointed as a director of Grange on 16 June 2805, NMr Krasnoff also serves on the Audit and Compliance
Comnittee. Mr Krasnoff's previous roles have included an executive position with Wesfarmers Limited and as a managernent
consuliant with McKinsey & Company Tor a pericd of ten years. Mr Krasnofl is a graduate of the Australian institute of
Company Directors and has completed a Master of Business Administration frorn the Harvard Business School. During the past
three years Mr Krasnoff has also served as a director of the following listed public comgpanies:

- Conguest Mining Limited (Cctober 2604 to present)

Hans Rudolf Moser B. Com
Mon-executive Director

Mr Maser is based in Switzerland with more than 20 vears experience in the Swiss banking industry. He has a Bachelor of
Comnerce from the University of Basel in Switzerland. My NMoser manages a large European investrnent fund and has been
an active investor in Australian companies for many years. Mr Moser serves on the Remuneration Committee. Buring the past
three years Mr Moser has also served as a Director of the following Australian publidy listed companies:

- Oriel Communications Limited {July 2000 - present}

- Adulishop.com Limited (March 1999 - present)

- Senelas Corporation Limited {2002 - 2004)

- Union Resources Limited {1997 - 2004)
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COMPANY SECRETARY

Meil Andrew Marston B.Com. ACIS

Mr Barston was appointed Cornpany Secretary and Chief Financial Officer of Grange on 21 July 2006, Mr Marston has a
Bachelor of Commerce, obtained from Curtin University of Technclogy, Wa. He has over 13 years experience in the mining/
exploration industry together with 13 years experience in a broad range of administration and managerent positions in several
other industry sectors.

Mark Andrew Thomas Smith B.Bus., (PA, ACIS

Mr Snith was appointed Cormnpany Secretary and Chief Financial Officer of Grange on 16 September 2005. My Srith has
a Bachelor of Business undergraduate degree, with a major in Accountancy, obtained from the Queensland University of
Technology and is a Certified Practicing Accountant with 14 years post-graduate experience across a wide variety of industries,
He has held senior financial positions with a number of Australian publicly listed companies in the resodrces sector. Mr Smith
resigned on 21 July 2006,

DIRECTOR’S SHAREHOLDING INTERESTS

At the date of this report the direct or indirect interest of each director of the Company in the issued securities of Grange

Wiete:
$.50 $1.25 $1.50 $2.50
Ordinary Options over Options over Options over QOptions over
Shares Ordinary Ordinary Ordinary Ordinary
Shares Shares Shares Shares
A Bohnenn 13,270,338 il il Nil MNH
G LW Wedlock 104,000 1,500,000 1,508,060 1,506,060 1,000,000
A H Nutier 944,599 Pl il Nil M
R Krasnoff 50,000 Pl il Nit MNi
H R Moser 4,310,45G mil il Nil M

DIVIDENDS

Since the end of the previous finandial year, no amount has been paid or declared by the Company by way of a dividend.

PRINCIPAL ACTIVITIES

The principal activities during the year of entities within the Group were:

- conduct of a bankable feasibility study on development of the Southdown Magnetite Project and Kenaman Pellet
Project;

- production of copper concentrate;

- royalty income from production of gold;
- minerals exploration and evaluation;

- investment of cash assets; and

- administration of the Group.
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OPERATING RESULTS FOR THE YEAR

The consolidated operating profit of the Group after providing for income tax amounted to $1.94 million {2005: loss $5.27
miilion). The result included the following items of significance:

- gross revenue generated from the export of copper concentrate from the Reward Deeps and Conviction underground
mine was $7.44 million;

- royalty incorne generated from the Red Hill and Freshwater Projects for the year was $2.32 million ; and

- expenditure associated with mining operations at the Reward Deeps and Conviction underground mine totalled $4.54
rrillicn for the year including mining, transportation, miling, depreciation, amortisation and administration.

REVIEW OF FINANCUIAL CONDITION
CAPITAL STRUCTURE

The Company has a scund capital structure and as at the date of this report rernains debt free.

CASH FROM OPERATIONS

The Company experienced a cash How surpius of $4.13 millicn from operating activities largely attributable to an increase
in revenue generated from settlement of the final shipments of copper concentrate from the Reward Deeps and Conviction
underground mine.

The Cornpany expects a reduction in the cash flows from operating activities due to the cessation of mining activities at the
Reward Deeps and Conviction Project. The Cornpany will continue to receive royalty income frorm production of gold during
the current financial year.

LIQUIDITY AND FUNDING

During the financial year the Cornpany generated sufficient cash reserves 10 fund its operations. As a cansequence, the
Company remained debt free for the entire period. The Cornpany has sufficient funds to finance its current operations. However,
in the event the Company identifies new investrnent opportunities in the resources sector, there may be a requirement to seek
additional funding by either offering equity or alternatively seeking debt of & combination thereof.

SHARE 15SUES DURING THE YEAR

In Movernber 2005 the Company arranged a share placement with Shaw Corporate Finance Pty Limited and BBY Limited
comprising of 8.0 million fully paid ordinary shares at an issue price of $1.35 each raising $10.80 million. In addition a
total of 4,285,715 fully paid ordinary shares were issued following the exercise of options at a price of $0.50 each, raising
$2,142,858.

RISK MANAGEMENT

The Board takes a proactive approach to risk managernent and is responsible for identifying areas of significant business risk
and ensuring that managerment’s chiectives and activities are aligned with the expectations and risk managernent policies
identified by the board.

The Board believes that it is crucial for alf directors to be part of this pracess, and as such the Board has not established a
separate risk management comnittee but instead delegated this task to the Audit and Compliance Committes of the Board.
The following controls assist in achieving these objectives:

- Financial Reporting - An annual budget is approved by directors. Quarterly actual results are reported against budget and
revised forecasts for the year are prepared reqgulariy

- Quality and Integrity of Personnel - Alt personnel are advised of the Company’s policies and practices with performance
appraisals taking place on an cngoing basis.

- Operaticnal Reporting - Key areas identified and major activities are subject to regular reporting to the board.

- Continuous Disdosure - Continuous disclosure is a recurring agenda item at board meetings and is monitored and
considered on an ongoing basis by the Audit & Compliance Committee.
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SIGNIFICANT CHANGES IN STATE OF AFFAIRS

Shareholders” equity increased $14.76 million or 77.1% during the financial year from $19.15 million to $23.88 million,
Factors contributing to this increase included the foilowing:

- the issue of 8,000,000 fully paid ordinary shares at an issue price of $1.35;
- the issue of 4,285,715 fully paid ordinary shares at an issue price of $0.50 pursuant to the exercise of options; and
- the profit from ordinary activities of $1.94 milion.

SIGNIFICANT EVENTS AFTER BALANCE DATE

Cn 15th June 2006 the plaint for forfeiture of the Horseshoe Lights Mining Lease M52/743 was dismissed in the Warden's
Court. On 2 1st July 2006 the plaintiffs obtained an order nisi from the Supreme Court for the judidal review of the Warden's
decision by the Court of Appeal. Grange through its subsidiary Horseshoe Gold Mine Piy Ltd is opposing the order for judicial
review and the matter is likely to be heard in early 2007,

Cn the 7th lly 2006 a meeting of the mernbers of Murchison Copper Mines Py Ltd was held at which the incumbent directors
of the company were replaced by Geoffrey Lioyd Warburton Wedlock, Alexander Henry Nuiter and Derek Macauley. The new
Directors intend to evaluate the developrnent of a copper tailings and stockpiles treatment operation at the Horseshoe Lights
Mine as scon as the matters on Mining Lease M52/743 are favourably resolved.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The Company expects royalty payments frorn Barrick Gold of Australia Limited to continue during the 2006/07 financiat year
from mining activities on the Freshwater leases.

The Cornpany expects rovalty payrments from Barrick {PD) Australia Limited to continue during the 2006/37 finandal year from
mHning activities at the Red Hill gold mine.

Grange will continue to focus on compietion of the Bankable Feasibility Study on developrnent of the Southdown Magnetite
and Kemaman Pellet Project with the outstanding technical aspects of the study targeted for completion by the end of 2006
with environmental and project approvals expected by rrid 2007

Grange will continue to pursue further growth opportunities in the resources sector with particadar emphasis on iron ore,
manganese and coal deposits tocated in South East Asia induding Malaysia and Indonesia.

ENVIRONMENTAL REGULATION AND PERFORMANCE

The mining and exploration tenements held by the Group contain environmental requirernents and conditions that the
eniities rnust comply with in the course of normal aperations. These conditions and regulations cover the management of the
storage of hazardous materials and rehabilitation of mine sites. There have been no significant known breaches of the Group’s
erwiranmental obligations.

SHARE OPTIONS
UNISSUED SHARES

As at the date of this report unissued ordinary shares of the Company under option are;

Option Expiry Date Exercise Price Number of Fully Paid Shares
30 june 2007 $0.50 1,500,000
346 june 2007 $1.25 1,500,000
30 june 2008 $1.50 1,500,000
30 june 2011 $2.50 1,800,000

At the Balance Date there were 5,508,000 unissued ordinary shares under options. During the financial year no options were
issued pursuant to the Grange Resources Limited Directors” and Officers” Option Plan.

Option holders do not have any right, by virtue of the option, to participate in any share issue of the Company or related body
corporate,
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SHARES 1SSUED AS A RESULT OF THE EXERCISE OF OPTIONS

During the financial year 4,285,715 options were corverted to ordinary shares at an exercise price of $0.50 per share.

Since Balance Date there have been no further options exercised.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

The Group has paid premiums totalling $26,620 in respect of Directors’ and Officers’ Lisbility Insurance and Company
Reimbursernent policies, which cover ali directors and officers of the Group. The policy conditions preclude the Group from any
detatied disclosures.

REMUNERATION REPORT

This report outlines the rernuneration arrangements in place for directors and executives of Grange Resources Limited.

REMUNERATION PHILOSOPHY

The performance of the Company largely depends upon the guality of its directors and executives. To prosper the Company
miust be able o attract, motivate and retain directors and executives with the appropriate skills. To achieve this, the Company
adheres to the following principies in formulating its remuneration framework:

- provide competitive rewards to attract high calibre executives;
- tnk executive rewards to shareholder value, and
- establish performance hurdles in relation to variable executive rernuneration.

REMUNERATION COMMITTEE AND REMUNERATION POLICY

The Remuneration Committee of the Board of Directors of the Company is responsible for deterrining and reviewing
compensation arrangements for the directors, the managing divector and executive team. The Remuneration Commitiee
assesses the appropriateness of the nature and amount of remuneration of directors and senior executives on an annual
basis by reference to relevant employment market conditions and considers advice from external consubtants with the overall
objective of ensuring maximurn stakeholder benefit from the retention of 3 high quality board and executive team,

Executives are given the opportunily 1o receive their base emolurment in a variety of forms, including cash and fringe benefits,
such as motor vehicles and expense payment plans. i is intended that the manner of payment chosen wilt be optirnal for the
recipient without creating undue cost for the Group.

To assist in achieving these objectives, the Remuneration Cormmittee links the nature and amount of executive directors’ and
officers” emoluments to their individual performance and the Group’s financial and operational performance. The criteria
considered by the rernuneration cormmitiee include those relating to profitsbility, cash flow, share price growth and individual
petformance.

REMUNERATION STRUCTURE

In accordance with best practice corporate governance, the structure of non-executive director and senior executive remuneration
is separate and distinct.

NON-EXECUTIVE DIRECTOR REMUNERATION
CBIECTIVE

The Board seeks to set aggregate remuneration at a level which provides the Company with the ability to attract and retain
directors of the highest calibre, whilst incurring a cost which is acceptabie to shareholders.

STRUCTURE

The Constitution and ASX Listing Rules specify that the aggregate remuneration of non-executive directors shall be determined
from time to tirne by a general meeting.  An amount not exceeding the amount determined is then divided between the
directors as agreed. The |atest determination was at the Annual General Meeting held on 4 November 1999 when shareholders
approved an aggregate rernuneration of $150,000 per year,
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The amount of aggregate remuneration sought to be approved by shareholders and the manner in which it is apportioned
arnongst directors is reviewed annually. The board considers advice from external consultants as well as fees paid to non-
executive directors of comparable companies when undertaking the annual review process.

Each director receives a fee for being a director of the Company, An additional fee may be payable for each board cormrniitee
on which a direcior sits which recognises the additional time required by directors who serve on one or more sub comimittees.
At this time there are no additional fees paid to directors who serve on sub cornmitiees.

Non-executive directors are not required to hold shares in the Company, however it is considered good governance for directors
10 have a stake in the Cornpany whose board on which they sit. The non-executive directors are entitled 1o participate in the
Grange Resoueces Limited Directors’ and Officers” Option Plan which provides incentives where specified criteria are met.

The remuneration of non-executive directors for the period ending 30 fune 20066 is outlined in Table 1 of this report.

EXECUTIVE DIRECTOR AND SENIOR EXECUTIVE REMUNERATION
CHBIECTIVE

The Cornpany aims to reward executives with a level and combination of remuneration commensurate with their position and
responsibilities within the Company that:

- reward executives for Cornpany performance against targels set by reference to appropriate benchrnarks;

- align the interests of executives with those of shareholders

- tink reward with the strategic goals and performance of the Comgpany; and

- ensure tolal remuneration is cornpetitive by market standards.

STRUCTURE

In deterrmining the level and companents of executive remuneration, the Rernuneration Committee considers independent
advice from external consultants in the form of reports detalling market levels of remuneration for comparable executive
roles.

It is the policy of the Remuneration Commitiee that employment contracts are entered into with all executive directors and
senior execttives.
Remuneration consists of the following elerments:

- Fixed rernuneration
- Variable rernuneration fwhich includes short term and long term incentive)

The proportion of fixed rernuneration and variable remuneration including incentives is established for each senior executive
by the Remuneration Committee, Table 2 of this report details the fixed and variable components of the & most highly
remunerated senior executives.

FIXED REMUNERATION

OBIECTIVE

The jevel of fixed rernuneration is established to provide a base level of remuneration which is both appropriate to the component
and competitive in the market.

Fixed rernuneration is reviewed annually by the Rermuneration Cornrmittee and the process consists of a review of individual
performance, relevant comparative remuneration in the rmarket and internal policies and practices. s noted previously, the
Remuneration Committes may consider advice from external consultants who are independent of management.

STRUCTURE

Senior execUtives are given the opporturity 1o receive their fixed reruneration in a variety of forms including cash and fringe
benefits. The manner of payment chosen is optimal for the recipient without creating any undue cost for the Company.
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Table 1: Directors” remuneration for the year ended 30 June 2006

Shieart Term Post
Ernployrment

Specified Directors

A Bohnenn 2006 68,206 - - - - 68,206

Mon-Fxecutive Chairman | 2005 56,667 - - - - 56,667

R Krasnoff 2006 - - - 47,163 - 47,163

Mon-Executive Director 2005 - - - 1,887 - 1,887

A H Nutter 2006 100,856 15,600 - 167,722 - 223,578 6.71%
Technical Director 2005 99 899 - - 104,652 - 204,551

G L W Wediock 2006 317,702 75,000 - 28,593 338,080 759,375 54.40%
Maraging Oirecior 2005 225,892 - - 20,312 180,600 426,004

H R Moser 2006 23,600 - - - - 23,000

Mon-Execustive Director 2005 23,000 - - - - 23,000

A Rankine-Wilson 2006 - - - - - -

Former Executive 2005 379,661 - - 21,872 - 401,533

Brirector

WARIABLE REMUNERATION ~ SHORT TERM INCENTIVE {871}

Ohjective

The ohijective of the STi prograrn is to link the achievemment of the Company's operational targets with the remuneration
received by the executives responsible for meeting those targets.

Structure

Actual ST payments granted to senior executives depend on the extent to which specific operating targets set from time to
tirne are met. The operational targets consist of both financial and non finandal rmeasures of performance. Typically included
are measdres such as net profit after tax, risk management and overall contribution.

The aggregate STI payments available for executives are subject to the approval of the Remuneration Committee with payments
usually made as a cash bonus.

Operational Targets

Operational targets that senior executives have been striving to achieve during the period have been:

- Satisfactory cornpletion of the Southdown Magnetite and Kemarman Pellet Plant bankable feasibility study;
- Completion of Rescurce drilling at Southdown;

- Lodgement of the Southdown Public Environmental Review documentation

- Completion of negotiations for the Southdown slurry pipeline easement;

- Successful negotiation of a Pioneer Status package for the Kermaman Pellet Plant, and

- Acquisition of a suitable iron ore or coal project in Malaysia or elsewhere in SE Asia.
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WARIABLE REMUNERATION ~ LONG TERM INCENTIVE (L1

Ohjective

The chiective of the LT prograrn is to reward senior executives in a manner that aligns this element of remuneration with the
creation of long term shareholder wealth.

Structure
LT grants to executives are delivered in the form of an entitlement o participate in the Grange Resources Limited Directors’
and Officers’ Option Plan.

The Company utilises the LT! program to fink rermuneration with the attainment of key performance hurdies in particular
with the development of projects. The use of this performance based program ensures an alignment between comparative
shareholder return and reward for executives.

Table 2: Remuneration of the 6 named executives who received the highest remuneration for the year ended 30 june 2006

Shiort Term

Current -

S Hall 2006 58,022 15,0300 - - 118,255 - | 193,277 7.76%
G Buginess 2005 - - - - - - -

Bevelopment

N Marston 2006 126,327 20,000 - - 11,638 - | 160,866 12.42%
GM: Commercial & 2005 27,404 - - - 7,866 - 65,270

Company Secrefary

former -
C Bryant 2006 | 144,337 10,000 - - 12,669 - | 167,006 5.99%
Formers Senior Geologist | 2005 §3,230 - - - 8,158 - | T31,388
B Chau 2006 69,431 - - | 84,906 4,702 - | 159,039
Former Group financial | 2005 68,512 - - - 6,166 - 74,678
Accountant
M Smith 2006 44,154 10,000 - - 81,154 - | 135,308 7.39%
Former CFO & Company | 2005 - - - - - - -
Secrefary
A Pismiris 2006 45,364 - - - 21,310 - 66,674
Former CFO & Company | 2005 | 121,333 - - - 36,177 - | 157,510
Secrefary
Notes:

Hnless otharwise disciosed, the beginning of the reporting period is 1 July 2005 (2005 1 kedy 20047 Whers a Director or Executive was appoinded during
the year, the beginang of the reporting period is the date of appointment;

i, Unless otherwise disclosed, the end of the reporting period i 30 lune 2006 (2005 30 June 200%). Whers a Disector or Executive resigrad during tha year,
the end of the reporting pariod i the dats of resignation.
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Employment Contracts with Directors and Executives
Except as discussed below, the following Directors and Executives are ermnployed under contracts of employment for periods of
three years:

A Nutter (Technical Director)

5 Hall (General Manager ~ Business Development)

N Marston {General Manager - Cominerdal and Company Secretary)
M Muirhead {Group Accountant

The employment contracts have standard carmmercial terms, including:

Participation in the Grange Staff Bonus Scherne being a share of the bonus pool as determined by the Remuneration
Committee and Board of the Company.

The Director or Executive may resign from their position and thus terminate their employment agreement by providing
three rmonths written natice.

On resignaticn any options will be farfeited.

The company ray terminate the employment agreerment by providing three months written notice or by providing
payrnent for the lesser of twelve months or the unexpired period of this agreement in lieu of giving notice, the agreement
will then terminate apon such payment being made.

The company may terminate the contract at any time without notice i serious risconduct has ccourred. Where termination
with cause occurs the Direclor or Executive is only entitled to that portion of remuneration that is fixed, and only ug to the
date of termination. On termination with cause any unvested options will immediately be forfeited.

Managing Director

The Managing Director, Mr Wedlock is employed under contract. The current employment contract cormmenced on 1 March
2005 and terrminates on 29 February 2008, at which time the Group may choose to enter into a new employment contract
with Mr Wedlock.

M Wedlock receives fixed remuneration of $370,000 per annurn plus 9% superannuation.

The contract provides for participation in the Grange Staff Bonus Scheme being a share pf the bonus pool as determined
by the Remuneration Committee and Board of the Company.

Following the agreernent entered into by Mr Wedlock and the Cornpany on 26 April 2005 and following shareholder
approval, Mr Wedlock was granted the following option package on 2 May 2805:

(1,500,000 incentive options exercisable at $1.25 on or before 30 June 2007, These unlisted options will not vest
untd Mr Wedlock has achieved Southdown project approvals;

{iiy 1,500,000 incentive oplions exercisable at $1.50 on or before 30 june 2008, These undisted options will not vest
untd Mr Wedlock has achieved Southdown project commencernent;

(i} 1,000,000 incentive oplions exercisable at $2.50 on or before 30 June 2071, These undisted options will not vest
untd Mr Wedlock has achieved a payment of $0.05 dividend.

Mr Wedlock may resign from his position and thus terminate his employment agreement by providing three months
written notice.

On resignation any options will be farfeited.

The cornpany may terminate this employrment agreement by providing three months written nolice or by providing
payment for the lesser of twelve rmonths or the unexpired period of this agreement in lieu of giving notice, the agreement
will then terminate apon such payment being made.

The company may terminate the contract at any time without notice if sericus risconduct has ccourred. Where termination
with cause occurs the Managing Direcior is only entitled to that portion of remuneration that is fixed, and only up to the
date of termination. On termination with cause any unvested options will inmediately be forfeited.
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Value of Options Granted to Directors and Executives
No options were granted, exercised of lapsed during the year.

Fair Value of Options

From 1 July 2004, options granted as part of Director and Executive emoluments have been independently valued using the
Binormial Valuation Model, which takes into account factors including the option exercise price, the current level and volatility
of the underlying share price, the risk free interest rate, expected dividends on the underlying share, current market price of the
underlying share and the expected iife of the option. See below for the assumptions used for grants made during the financial
years ending 30 June 2005 and 30 June 2006

2006 2605
Dividend yield 0% 0%
Expected volatility 50% 50%
Risk-free interest rate 5.15% 5.15%
Expecied life of option 1,25 years 1,2,5 years

DIRECTORS MEETINGS

The number of meetings of directors including meetings of commitiees of the Board held during the year and the number of
meetings attended by each director was as follows:

Director Directors Meetings of
Meetings Committees
Audit & Remuneration
Compliance
Number of Meetings held 5 3 t

Number of meetings attended

A Bohnenn 5 3 1

R Krasnoff 5 1 ra
H R dMoser Fii rHi 1

A H Rutter 5 r/a m/a
G LW Wedlock 5 ra ra
A C Pistiris | 1 n/a r/a
M AT Smith 4 3 n/a

MNotes:

5o M Pl was the Company Secretary and was not a member of the Board
2. M Srrith weas the Company Secretary and was not & membear of the Board.

Cther directors and members of management may attend meetings of the Audit and Compliance and Rernuneration Cornmitiee
at the invitation of the Chairman. The details of the functions and membership of the committees of the Board are included
in the Corporate Governance Statement.
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CORPORATE GOVERNANCE

In recognising the need for the highest standards of corporate behaviour and accountability, during the financial pericd the
directors of Grange Resources Limited support and have adhered to the principles of corporate governance. The Cornpany’s
corporate governance statement is contained in the following section of this report.

NON AUDIT SERVICES

The following non-audit services were provided by the Company's auditor, Ernst & Young. The directors are satisfied that the
provision of non-audit services is cornpatibie with the general standard of independence for auditors imposed by the Corporations
Act. The nature and scope of each type of non-audit service means that auditor independence was nol compromised.

Ernst & Young received of are due {o receive the following armounts for the provision of non-audit services:

Tax compliance services $127,006

AUDITOR’'S INDEPENDENCE

Section 307C of the Corporations Act 2007 requires our auditors, Ernst & Young, to provide the Birectors of Grange Resources
Lirnited with an Independence Declaration in relation 1o the audit of the attached Financial Staternents. This Independence
Daclaration is attached to this Birectors’ Report and forms part of the Directors’ Report.

This report has been made in accordance with a resolution of Directors,

Geoff L W Wedlock
Managing Director

25 September 2006
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S ErmsT B YOUNEG

Aunditor’s Independence Declaration to the Directors of Grange Resources
Eimited

In relation to our andit of the financial report of Grange Resowrees Limited for the financial year
ended 30 June 2006, 1w the best of my knowledge and belief, there have been no contraventions of
the anditor independence requirements of the Corporations Act 2001 or any applicable code of
professional conduct.

oy
ol

Ernst & Young

7.7@//

VW Tidy

Partner

Perth

29 September 2006
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The Board of Directors of Grange Resources Limited is responsible for the corporate governance of the Cormnpany. The Board
guides and monitors the business activities and affairs of the Company on behalf of the sharehoiders by whorm they are elected
and to whorm they are accountable,

1.
1.1

BOARD OF DIRECTORS
ROLE OF THE BOARD

The Board’s current role is to collectively govern and manage the Company. The Directors must act in the best interests
of the Company as a whole. 11 is the role of the Board to govern and manage the Company in accordance with the
stated objectives of the Cormnpany.

In carrying out its governance role, the main task of the Board is to drive the performance of the Company. The Board
must also ensure that the Cornpany complies with all of its contractual, statutory and any other legal obligations,
including the requirernents of any reguiatory body. The Board has the final responsibility for the successful operations
of the Company.

To assist the Board carry out its functions, it has developed a Code of Conduct to guide the Directors in the performance
of their roles.

COMPOSITION OF THE BOARD

To add value to the Company, the Board has been formed so that it has effective compasition, size and commitment to
adequately discharge it responsibilities and duties. The names of the Directors and their qualifications and experience
are set out in the Directors’ Report. Directors are appointed based on their experience and on the independence of their
decision-making and judgrment.

The Company’s Constitution provides for the appointment of a minimum number of directors as three and up to
a maxirmurn of eight. Currently the Cormpany has five directors comprising two executive directors and three non-
executive directors. The Constitution does not require a sharehoiding qualification for directors.

The Company recognises the importance of Non-Executive Directors and the external perspective and advice that Non-
Executive Directors can offer. Messrs A Bohnenn, R Krasnoff and H R Moser are Non-Executive Directors. In addition
o being Non-Executive Mr Krasnoff and My Moser also meet the following criteria for independence adopled by the
Company.

A Independent BDirector:
{iy 5 a Non-Executive Director and;

{in  is not a substantial shareholder of the Company or an officer of, of otherwise assodated directly with, a subsiantial
shargholder of the Company;

fit}  within the last three years has nat been employed in an executiive capacity by the Company or ancther group
member, of been a Director after ceasing to hold any such employment;

fivi is not a principal of 3 material professional adviser or a material consultant to the Company or another group
metnber, of an employee materially asscciated with the service provided;

i) is not a raterial supplier or customer of the Company or another group member, or an officer of or otherwise
associated directly or indirectly with a material supplier or custormer;

fvi}  has no material contractual relationship with the Company or other group member other than as a Director of the
Company,

fvii} has not served on the Board for a pericd which could, or could reasonabiy be perceived to, materially interfere with
the Director’s ability to act in the best interests of the Company; and

ity is free from any interest and any business or other relationship which could, of could reasonably be perceived to,
raterially interfere with the Director's ability to act in the best interests of the Cormpany.
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1.5
1.5.1

Mr Bohnenn, the Non-executive Chairman of the Company does not rmeet the Carnpany’s criteria for independence
as a consequence of his substantial shareholding in Grange and the marketing and public relations services
agreement Grange has with Hendygwyn Holding & Beheer b v, However, Mr Bohnenn's expetience and background
rnakes his contribution to the Board such that it is appropriate for him to relain his position.

RESPOMNSIBILITIES OF THE BOARD

In general, the Board is respansible for, and has the authority to determine, alf rratters relating 1o the policies, practices,
managernent and cperations of the Company. it is required to do all things that may be necessary to be done in order
10 carry out the objectives of the Company.

Without intending to limit this general role of the Board, the principal functions and responsibilities of the Board include
the following.

(i beadership of the Organisation: overseeing the Company and establishing codes that reflect the values of the
Company and guide the conduct of the Board, management and employees.

{iin  Strateny Forrmulation: working to set and review the overall strategy and goals for the Cornpany and ensuring that
there are policies in place to govern the operation of the Company.

(i} Overseeing Planming Activities: overseeing the development of the Company’s strategic plan and approving that
plan as well as the annual and long-terr budgets.

{ivi Sharehoider Liaison: ensuring effective communications with shareholders through an appropriate cornmunications
nolicy and promoting participation at general meetings of the Company.

{vi Monitoring, Compliance and Risk Managernent: overseeing the Companys risk management, compliance,
control and accountability systems and monitoring and directing the financal and operational performance of the
Company.

(vit Company Finances: approving expenses in excess of those approved in the annual budget and approving and
rnonitoring acquisitions, divestitures and financdial and other reporting.

fvily Human Resources: appointing, and, where appropriate, removing executives as well as reviewing the performance
of executives and ronitoring the performance of senior management in their implermentation of the Cormpany’s
strategy.

{vili} Ensuring the Health, Safety and Weil-Being of Employees: in conjunction with the senior managerment team,
developing, overseeing and reviewing the effectiveness of the Company's occupational health and safety systems
to ensure the well-being of all employees.

{ix} Delegation of Authority: where appropriate delegating appropriate powers to the Cormpany™s executives {o ensure
the effective day-to-day ranagement of the Company and establishing and determining the powers and functions
of any Committees of the Board.

TERM OF OFFICE

Under the Company’s Constitulion, the minimum number of Direclors is three. At each Annual General Meeting, one
third of the Directors {exciuding the Managing Director} must resign, with Directors resigning in rotation based on the
date of their appointrnent. Directors resigning by rotation may offer themselves for re-election.

BOARD POLICIES

Confiicts of Interest

Directors rnust disclose to the Board actual or potential conflicts of interest that may or might reasonably be thought
1o exist between the interests of the Director and the interests of any other parties in carrying out the activities of the
Company and if requested by the Board, within seven days or such further pericd as may be permitted, take such
necessary and reasonabile steps to remove any conflict of interest.

If a Birector cannot or is unwilling o remove a conflict of interest then the Director must, as per the Corporations Act,
absent himself or herseif from the room when discussion and/or voting cccurs on matters about which the conflict
relates.
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1.5.2 Commitments
Each member of the Board is committed to spending sufficient time to enable them to carry out their duties as a Director
of the Company.

1.5.3 Confidentiality
In accordance with legal requirements and agreed ethical standards, Directors and key executives of the Company
have agreed to keep confidential, infarmation received in the course of the exercise of their duties and will not disclose
rion-public information except whete disdosare is authorised or legally mandated.

1.5.4 Continuous Disclosure
The Board has designated the Company Secretary as the person responsible for overseeing and coordinating disclosure
of information o the ASX as well as communicating with the ASX. In accordance with the ASX Listing Rules, the
Company irnmediately notifies the ASX of information:

»  concerning the Company that a reasonable person would expect to have a material effect on the price or value of
the Cormnpany’s securities; and

«  that would, or would be likely to, influence persons who commonly invest in securities in deciding whether to
acquire or dispose of the Company's securities.

Upon confitrmation of receipt from the ASX, the Company posts all information disdosed in accordance with this policy
on the Company’s website in an area accessible by the public.

1.5.5 Education and Induction
New Directors undergo an induction process in which they are given a full briefing on the Company.  Information
conveyed to new Directors includes:

- details of the rotes and responsibilities of a Director with an outline of the qualities required to be a successiul
Director;

- formal policies on Director appeintment as well as conduct and contribution expectations;
- details of all relevant legal requirements;

- & copy of the Board Charter;

- guidelines on how the Board processes function;

- details of past, recent and likely future developments relating to the Board induding anticipated regulatory
changes;

- background information on and contact information for key peogle in the organisation induding an outline of
their roles and capabilities;

- an analysis of the Company;

- a synopsis of the current strategic direction of the Cormpany including a copy of the current strategic plan and
annual budget; and

- & copy of the Constitution of the Company.

1.5.6 Independent Professional Advice
The Board collectively and each Director has the right to seek independent professional advice at the Company's expense,
up to specified limits, to assist them to carry out their responsibiities.

1.5.7 Related Party Transactions
Related party transactions include any financial transaction betweern a Director and the Company and will be reported

in writing to each Board meeting. Unless there is an exemption under the Corporations Act from the requirement to

obtain shareholder approval for the related party transaction, the Board cannot approve the transaction.
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1.5.8 Shareholder Communication
The Company respects the rights of its shareholders and to fadilitate the effective exercise of those rights the Company
is commitied to:

1.5.9

iy  communicating effectively with shareholders through releases to the market via ASX, the Companys website,
information mailed to shareholders and the general meetings of the Cornpany;

{in  giving shareholders ready access 1o balanced and understandable information about the Company and corporate
proposals;

fit} making it easy for shareholders {o participate in general meetings of the Company; and

{iv} requesting the external auditor to attend the annual general meeting and be available to answer shareholder
guestions about the conduct of the audit and the preparation and content of the auditor's report.

The Company also makes available a telephone number and email address for shareholders to make enguiries of the
Company.

Trading in Company Shares

The Cormpany has a Share Trading Policy under which Directors are required to discuss their intention to trade in the
Company's secutities with the Chairrman prior to trading. Consideration will be given in these discussions to any special
circumstances {eq financial hardship).

Directors must not trade in the shares of any other entity # inside information on such entity comes to the attention of
the director by virtue of holding office as a director of the Cornpany.

The following guidelines are to be observed by Directors and employees of Grange:
- Securities may be purchased o soid immediately following the release of Grange’s, half-yearly and final results
{“results announcements ) (subject to observing the additional approval requirements set out below).

- Securities should not be purchased or sold during the two week period preceding any resulls announcements.

- Securities should not be purchased or sold preceding any material ASX announcement by Grange, if the employee
is aware that it is kely that such an announcement will be rade.

- Securities should not be purchased or sold for the purpose of short term speculation.

- Securities may be purchased or sold at other times (subject to additional disclosure requirements established by the
Board},

In addition, consistent with the law, designated officers are prohibited from trading in the Company’s securities while
in the possession of unpublished price sensitive information concerning the Company.  Unpublished price sensitive
irformation is information regarding the Cornpany of which the market is not aware and that a reascnable person
wolld expect to have a material effect on the price or value of the Company’s securities.

Notice of an intention to trade must be given prior (o trading in the Company's securities as well as a confirmnation that
the person is not in possession of any unpublished price sensitive information. The completion of any such trade by a
Director must also be notified to the Company Secretary who in turn advises the ASX.

1.5.10 Performance Reviewl!Fvaluation

The Board intends to conduct an evaluation of its performance periodically. There was no evaluation conducted during
the financial year.

1.5.11 Attestations by Company Secrefary

In accordance with the Board's policy, the Company Secretary is required to make the attestations recornmended by
the ASX Corporate Governance Coundil as to the Company's financdial condition prior to the Board signing this Annual
Report.
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BOARD COMMITTEES

The Board currently has two cormmitiees which have been established to consider particular issues and strategies in
order to advise and guide the Board. Committees are alsc established as the need arises.

AT & COMPLUANCE COMPMITTEE

The audit and compliance committee was in place for the entire reporting pericd and operates under a charter
approved by the Board. [t is the Board's tesponsibility 1o ensure that an effective internal control frarmework exists
within the Company to deal with the effectiveness and efficiency of business processes, the safeguarding of assets,
the maintenance of proper accounting records and the reliability of financial information. The Board has delegated the
responsibility for the establishrent and maintenance of the internal controb framework and ethical standards to the
audit and compliance commiitee. The committee’s responsibilities include the following:

- oversee and appraise the independence, guality and extent of the {otal audit effort;

- perforrm an independent overview of the finandal information prepared by Company managernent for shareholders
antd prospective shareholders;

- evaluate the adeguacy and eHectiveness of the Company's and the Group’s risk management and financial control,
and other internal control systems and evaluate the operation thereof; and

- review and endorse the annual and half year attestation statements in accordance with regulatory requirements.
- the appointment of external auditors.
- review and implement risk management and internal control structures appropriate to the needs of Grange.

- rronitor compliance issues, applicable laws and regulations, particularly compliance with the Stock Exchange
bisting Rules;

- review all public releases to the ASX of material consequence, prior to release to the market; and
- review of Corporate Governance Practices.

The members of the Audit and Cormpliance Committee throughout the reporting period were Mr A Bohnenn. Mr M AT
Srnith was a member of the Audit and Compliance Committee from September 2005 to July 2006, My H R Moser was
a member of the Audit and Compliance Committee until February 2006 when he was replaced by Mr R Krasnoff.

Qualifications of audit and compliance committee members
A Bohnenn has more than 25 years expetience as Managing Director in the investment banking and financial services
industries, with an erphasis in research and funds management.

H R Moser is a Director of a number of Australian publicly listed companies in the resource and technology sectors,

R Krasnoff previous roles have included an executive position with Wesfarrmers Lirnited and as a rmanagement consultant
with McKinsey & Company for a period of ten years. He has also served as a director of listed public companies in
Australia,

M AT Srnith is a Certified Practicing Accountant with 14 years post-graduate experience across a wide variety of
industries. He has held senior financial positions with a number of Australian publicly Bisted companies in the resources
sector.
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&2

2.2.1

2.2.2

2.3

2.4

REMUMERATION COMMITTEE

It is the Company’s objective to provide maximum stakehoider benefit from the retention of a high quality board by
rernunerating directors and executives fairly and appropriately with reference to relevant market conditions. To assist in
achieving this objective, the Board attempts to link the nature and amount of executives’ emoluments to the Company's
performance. The outcome of the remuneration structure is:

- the retention and motivation of key executives;
- attraction of quality personnel with appropriate expertise; and
- performance incentives that allow executives to share the rewards of the success of Grange.

For a fult discussion of the Company's remuneration philosophy and frarmewotk and the remuneration received by
directors and executives in the reporting period refer to the remuneration report, which is contained within the Directors’
Report.

Role
The role of the Remuneration Committee is to assist the Board in fulfilling its responsibifities in respect of establishing
appropriate remuneration levels and incentive policies for executives.

Composition
The members of the Remuneration Comnittee throughout the reporting pericd were Mr A Bohnenn and Mr H R
Moser.

SEAL COMMITTEE

Any two directors and the Cormpany Secretary of the Cornpany can participate on this committes. The cormimittee has
the responsibility of approving the application of the Company seal to docaments that legally bind the Cormpany,

NORMINATION COMMITTEE

The Directors have elected not to appoint a Nomination Cominittee due to the scale and nature of the Cormpany’s
activities,

Subject to the provision of the Company's Constitution, the issues of board composition and selection criteria for
directors are dealt with by the full board. The board continues to have the mix of skills and experience necessary for the
conduct of the Company's activities.

The Constitution provides for events whereby directors may be removed from the board. Sirilarly shareholders have the
ahility to nominate, appoint and remove directors,

In addition, the Constitution provides for the regular rotation of directors which ensures that directors seek re-election
by shareholders at least once every three years,

Givery these existing regulatory requirements, directors are not appeinted for a specified term and directors’ continuity
of service is in the hands of shareholders.
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Consolidated Grange Resources Limited

MOTE 2006 2005 2006 2005
Continuing operations
Sale of Copper 7,443,174 3,937,368 - -
Royalties 2,318,617 2,525,841 2,044 764 1,678,562
Finance revenue 634,107 545,603 499,958 59,521
Revenue from continuing operations Ial 13,395,893 7,108,812 2,544,714 1,738,083
Cost of sales 3o (4,541,684) {8,037,157} - (419,616}
Gross profit 5,854,209 (928,345} 2,544,714 1,318,467
Cther income Ets)) 489,751 27,154 387,092 18,724
Admnistration cosis 3d) {1,584,338) {2,287.635) {1,933.026) (2,089,271}
Ermnployee benefits expense E{f:)! (2,117,459} {1,787 579} (2,117,459} {1,787.579}
Cther expenses 3{f {299,029) (269,455} - -
Profit from continuing operations hefore
tax and borrowing costs 1,943,134 {5,245 8560} (1,118,679) {2,5359,659}
Borrowing costs E)) {7,204 {27,441} - -
Profit 7 {loss) from continuing operations
before income tax 1,935,830 (5,273,301} (1,118,679} {2,539,659}
Income tax expense 4 - - - -
Profit 7 {loss) from continuing operations
after income tax expense 1,935,93¢ {5,273,301} (1,118,679) {2,5359,659}

Net profit / {loss} attributable to members

of Grange Resources Limited 1,935,930 {5.273,3¢1) {1,118,679 {2,539,659)
Basic earnings per share (cenis per share) 24 2.04 {7.27}
Diluted earnings per share (cents per share) 24 2.04 {7.27}

The above Income Staternent should be read in conjunction with the accompanying notes.
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Consolidated Grange Resources Limited
NOTE 2006 2005 2006 2005

ASSETS
Current Assets
Cash and cash equivalents 5 8,306,137 8,738,794 8,087,202 4,535,711
Trade and other recetvables & 3,560,069 1,380,729 1,327,242 486,736
Irverntories 7 - 2.394,9460 - -
Prepayments 53,194 54,018 53,194 54,018
Total Current Assets 11,919,400 12,268,487 9,467,638 5,576,465
Non-Current Assets
Trade and other receivables 2 2,711,680 3,159,878 2,181,364 2,057,602
GCther financial assets 9 - - 4,581,143 4,581,143
Property, plant & equiprnent 12 594,556 450,305 350,307 160,211
Exploration and evalaation 13 23,440,495 7,814,728 23,557,476 7.131,171%
Total Non-Current Assets 26,847,131 11,424,915 30,710,290 13,530,127
TOTAL ASSETS 38,766,531 23,693,402 403,177,928 19,506,592
LIABELITIES
Current Liabilities
Trade and other payables 14 1,165,123 2,505,765 1,022,973 1,459,854
Provisions 15 2,675,407 682,941 138,595 103,952
Loans and borrowings 17 - - 32,406,794 23,013,892
Current income tax liabilities 34,365 34,365 34,365 34,365
Total Current Liabilities 3,874,850 3,223,071 33,602,727 24,612,063
Non-Current Liabilities
Provisions 16 1,006,665 1,320,628 584,603 584,603
Total Non-Current Liabilities 1,006,660 1,320,628 584,603 584,603
TOTAL LIABILITIES 4,881,558 4,543,699 34,187,330 25,196,666
NET ASSETS 33,884,981 19,149,703 5,990,598 {5,650,074}
EQUITY
Equity attributable to equity holders of the parent
Contributed equity 18 50,685,531 38,404,263 50,685,534 38,404,263
Reserves 19 4,266,992 3,748,912 4,266,992 3,748,912
Accumulated losses 19 (21,067,542} (23,003,472} {48,951,928) (47,843,249}
Total Parent Entity Interest in Equity 33,884,981 19,149,703 5,990,598 {5,690,074}
TOTAL EQUITY 33,884,981 19,149,703 5,990,598 {5,650,074}

The above Balance Sheet should be read in conjunction with the accormpanying notes.




Consolidated

Grange Resources Limited

MOTE 2006 2005 2006 2005

Net income (expense) recognised directly
in equity - - - -
Profit 7 {loss) for the year 1,935,935 (5,273,301} (1,118,679} (2,539,659}
Total recognised income / {(expense) for the year 1,935,935 (5,273,301} (1,118,679} (2,539,659}
Total recognised income / {expense) for the year
is attributable to:
Members of Grange Resources Limited 1,935,935 (5,273,301} (1,118,679} (2,539,659}

1,935,93C {5,273,301} (1,118,679) {2,5359,659}
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Grange Resources Limited

MOTE 2006 2005 2006 2005
Cash flows from operating activities
Receipts from customers 8,211,403 5,314,619 2,113,348 865,697
Payrnents to suppliers and empioyees 4,751,189} (12,787,789} (3,481,113 (2,716,986}
Interest received 634,107 545,603 499,950 59,521
Other income - 27,094 - 8,443
Borrowing costs {7,204} {27,441} - -
Receipt of government grants 38,110 - 38,110 -
MNet cash inflow / {outflow) from
oparating activities 5 4,125,227 (6,827,914} {829,705) {1,783,325}
Cash flows from investing activities
Payrment for exploration and evaluation {16,841,236) (6,416,927} {16,742,247) (6,316,215}
Payrments for property, plant and equipment 12 (308,610} (198,999} {259,469} (161,619}
Proceeds from / {payment of) security depaosit 210,654 {1,153,981} 99,054 {1,068,182}
Net cash inflow / {outflow) used in
investing activities {16,839,152) {7,769,307} {16,932,662) {7,546,016}
Cash flows from financing activities
Proceeds from borrowings from controtied
entities within wholly owned group - - 9,032,586 6,511,008
Proceeds from issue of fully paid shares 18 13,800,000 5,000,040 14,800,000 5,000,060
Payment for share costs 18 {661,590} - {661,590) -
Proceeds from exercise of share options 18 2,142,858 2,104,800 2,142,867 2,104,800
Net cash flows from 7 (used in}
financing activities 12,281,268 7,104,800 21,313,858 13,615,808
Net increase / (decrease) in cash and cash
equivalents {432,657 {7,493,021} 3,551,491 4,286,457
Cash and cash eguivalents at beginning of the
financial year 8,738,794 16,231,815 4,535,711 249,244
Cash and cash equivalents at end of the
financial year 5 8,306,137 8,738,794 8,087,202 4,535,711
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NOTE 1. CORPORATE INFORMATION

The financial report of Grange Resources Limited (the Cormpany) Tor the year ended 30 lune 2006 was authorised for issue in
accordance with a resolution of the directors on 29th September 2006.

Grange Resources Limited is a company limited by shares incorporated in Australia whose shares are publicly traded on the
Awstralian Stock Exchange.

The nature of the operations and principal activities of the Group is rining and exploration.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

{a)

{b)

Basis of Preparation

The financial report is a general purpose financial report which has been prepared in accordance with the requirements of
the Corporations Act 2001 and Australian Accounting Standards. Other mandatory professional reporting requirements
{Urgent 1ssues Group Consensus Views) have also been cornplied with.

The financial report has also been prepared on a historical cost basis.
The financial report is presented in Australian dollars and all values are in whole dollars.

Statement of Compliance

The financial report complies with Australian Accounting Standards, which include Australian equivalents to international
Financial Reporting Standards {AIFRS). Cornpliance with AIFRS ensures that the financial repart, comprising the financial
statements and notes thereto, complies with International Financial Reporting Standards (IFRS).

This is the first financial report prepared based on AIFRS and cornparatives for the year ended 30 june 2005 have been
restated accordingly except for the adoption of AASB 132 Fnsncial Instruments. Disclosure and Presentations and
AMSE 138 Financial Instruments. Recognition and Measurement. The Company has adopted the exemptions under
AMSB 1 first-time Adoption of Australian Equivalents to international Financial Reporting Standards from having to apply
AMSE 132 and AASB 139 to the comparative period. Reconciliations of AIFRS equity and profit for 30 june 2005 to the
balances reported in the 30 June 2305 financial report and at transition to AIFRS are detailed in Note 30.

Australian Accounting Standards that have recently been issued or amended but are not yet effective have not been
adopied for the annual reporting pericd ending 30 June 2006




AASE
Amendment

Affected Standard {5}

Nature of change to
accounting policy

Appiication date
of standard **

Application
date for
Group

2005-1 AASB 138 Financial  Instruments: | No change to accounting policy | 1 January 2006 1 luly 2006
Recognition and Measurement reguired, Therefore no impact.
2005-4 AASB 138 Financial  Instruments: | No change to accounting policy | 1 fanuary 2006 1 luly 2006
Recognition  and  Measurement,  AASE | required, Therefore no impact,
132 Financial Instruments: Disclosure and
Presentation, AASE 1 Firsi-time adoption
of AIFRS, AASE 1023 General Insurance
Contracts and AASB 1038 Life fnsurance
Contracts
2005-5 AASE T Firsi-fime  adoption of AIFRS | Mo change to accounting policy | 1 January 2006 1 July 2006
and AASE 139 Fnancial Instruments: | reguired, Therefore no impact.
Recognition and Measurement
2005-6 AASE 3 Business Combinations Mo change to accounting policy | 1 fanuary 2006 1 luly 2006
reguired, Therefore no impact.
2005-9 AASE 4 [nsurance Contracts, AASE 1023 | No change to accourdting policy | 1 January 2006 1 July 2006
General Insurance Contracts, AASE 139 | required, Therefore no impact,
Financial instriments:  Recognition  and
Maasurerment and AASE 132 Financial
Instrumments: Disclosure and Presentation
2005-10 AASB 132 Financial Instruments: Disclosure | No change to accounting policy | 1 fanuary 2007 1 luly 2007
and Presentation, AASE 101 Presemtation | required. Therefore no impact.
of  Financial  Statements, AASB 114
Segment Reporting, AASB 117 Leases,
AASB 133 Earnings per Share, AASE 139
Financial instruments:  Recognition and
Measurerment, AASB 1 First-time adoption
of AIFRS, AASB 4 Jnsurance Contracts,
AASE 1023 General Insurance Contracts
and AASE 1038 Life insurance Contracts
2006-1 AASB 121 The Effects of Change in Foreign | No change to accounting policy | 1 January 2006 1 luly 2006
Currency Rates reguired, Therefore no impact.
Mew Standard | AASB ¥ Financial Instruments: Disclosures Mo change to accounting policy | 1 January 2007 1 July 2007
reguired, Therefore no impact.
Rewvised]| AASB 1S fmployee Benefits Mo change to accounting policy | 1 fanuary 2006 1 luly 2006
Standard reguired, Therefore no impact.
New UIG UG 4 Determining whether an Arangerment | No change to accounting policy | 1 January 2006 1 luly 2006
containg & Lease reguired, Therefore no impact.
New UIG UG 8: Scope of AASE 2 Mo change to accounting policy | 1 January 2006 1 luly 2006
reguired, Therefore no impact.
Hew UIG Mew UIG  UIGS: Reassessment of Embedded | No change to accounting policy | 1 January 2006 1 luly 2006
Derivatives reguired, Therefore no impact.

), GRANGE
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** Application date is for the annual reporting pericds beginning on or after the date shown in the above table.
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The following amendments are not applicable to the Group and therefore have no impact:

AASE Amendment Affected Standard (s)

2004-3 AMSB 1: First time adoption of AIFRS, AABS 101 Presentation of Financial Statements,
AMSB 124 Related Party Disclosures

2006-2 AMSB 1 First time adoption of IFRS

New UIG LHG 5 Rights to Interests in Decommissioning, Restoration and Environmental Rehabilitation
Funds

New UIG UG 6: Liabilites arising from Participating in a Specific Market - Waste Electrical and
Electonic Equipment

New UG

UG 7 Applying the Restatement Approach under AASB 129 Financial Reporting in
Hyperinflationary Economies




{c}

{d)

(e}
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Basis of Consolidation

The accounts of the Group corrprise the accounts of Grange Resources Limited and alf of its controlled entities. Control
exists where Grange Resources Limited has the capadty to dominate the decision making relative to the financial and
operating policies of another entity so that the other entity operates with Grange Resources Limited to achieve the
objectives of Grange Resources Limnited.

A list of controlled entities is contained in note 10 to the accounts. The financial staternents of the controlled entities are
prepared for the same reporting period as the parent company, using consistent accounting policies. Al inter-company
balances and transactions between entities in the Group, including any unrealised profits or losses, have been elirinated
on consclidation.

Where controlled entities have entered or left the Group during the year, their operating results have been included from
the date control was obtained or untl the date control ceased.

Significant accounting judgements, estimates and assumptions

The preparation of a finandial report in conformity with Australian Accounting Standards requires rnanagement o make
judgements, estimates and assumptions that affect the application of polides and reported amounts of assets and
abilities, income and expenses. The estimates and associated assurnptions are based on historical experience and various
other factors that are believed to be reasonable under the circumnstances, the resulis of which form the basis of rmaking the
judgermnents about carrying values of assets and Habilities that are not readily apparent from other sources. Actual results
ray differ from these estimates. The accounting policies have been consistently applied by each entity in the Group.

The estirnates and underlying assurnptions are reviewed on an ongoing basis. Revisions 1o accounting estimates are
recognised in the period in which the estimate is revised i the revision affects only that period, or in the pericd of the
revision and future periods if the revision affects both current and fuiure periods.

Share-based payment transactions

The Group measures the cost of equity-settled transactions with ernployees by reference to the fair value of the equity
instruments at the date at which they are granted. The fair value is determined by an exdernal valuer using a binomial
rodel, using the assumptions detailed in Note 21.

The accounting policies set out below have been applied consistently to all periods and presented in the consolidated
financial report and in preparing an opening AFRS balance sheet at 1 uly 2005 for the purposes of the transition to
Australian Accounting Standards -~ AIFRS.

Revenue Recognition and Other Income
Revenue is recognised to the extent that it is probable that the economic benefits will Hiow to the Group and the revenue
can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:

i} Sale of goods
Revenue is recognised when the significant risks and rewards of ownership of the goods have passed to the buyer and
can be reasured reliably. Risks and rewards are considered passed to the buyer at the time of delivery of the goods to
the customer.

) Roysities
Royalty revenue is recognised in the month in which the ore is processed at a treatment plant.

{ii} Government grants
Governrnent grants are recognised when there is reasonable assurance that the grant will be received and all attaching
conditions will be complied with.

When the grant relates 1o an expense itern, it is recognised as income over the periods necessary to rmatch the grant
on a systematic basis to the costs that it is intended o compensate.

When the grant relates to an asset, the faiy value is credited to a deferred income account and is released to the
income statement over the expected useful life of the relevant asset by equal annual instalments.
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{f

{g)

{h

)

fiv} Interest revenue
The Group has elected to apply the option available under AASB 1 of adopting AASBE 132 and AASB 139 from 1 July
2005, Outlined below are the relevant accounting policies for borrowings applicable for the years ending 30 June
2006 and 30 June 2005,

Accounting policies applicable for the year ending 30 June 2006

nterest revenue is recognised as the interest accrues (using the effective interest method, which is the rate that exactly
discounts estimted future cash receipis through the expected life of the financial instrument} to the net carrying value
amount of the financial asset.

Accounting policies applicable for the year ending 30 June 2005
nterest revenue was recognised when the Group's right to receive payment was established.

Other revenues are recognised when a right to receive it has been attained.

Borrowing Costs

The Group has elected to apply the option avallable under AASB 1 of adopting AASB 132 and AASB 139 from 1 July 2005,
Outlined below are the relevant accounting policies for borrowings applicable for the years ending 30 June 2006 and 30
hune 2005,

Accounting policies applicable for the year ending 30 June 2006
Borrowing costs are recognised when incurred.

Accounting policies applicable for the year ending 30 June 2005

Borrowing costs are recognised as expenses in the period in which they are incurred. Borrowing costs include:
* interest on bank overdralts and short-term and long-terrn borrowings;

+ amortisation of ancillary costs incurred in connection with the arrangement of borrowings; and

+ finance charges on leased assets.

Where the borrawing costs incudrred are directly associated with the construction, purchase or acquisition of a qualifying
asset, the barrowing costs are capitalised as part of the cost of the asset. For the current period all borrowing costs have
been expensed.

teaseas
Leases are classified as either operating or finance leases based on the economic substance of their agreerment so as to
retlect the risks and benefits incidental to ownership.

teases that effectively transfer substantially all of the risks and benefits incddental to ownership of the leased item to the
Group are capitalised at the present value of the minirnurm lease payments and disclosed as property plant and equiprment
or cornputer equipment under lease. A lease liability of equal value is also recognised. Lease payrents are apportioned
between finance charges and the reduction of the lease liability so as to achieve 3 consistent rate of return on the
remaining balance of the lisbility Finance charges are recognised as an expense in the income Ststement.

Operating lease payrments are recognised as an expense in the income statement on a straight-line basis over the lease
terrm. Lease incentives are recognised in the Income Statement as an integral part of the tolal lease expense.

Cash and cash equivalents
Cash and short-term deposits in the balance sheet comprise cash at bank and in hand and short-term depaosits with an
original maturity of three months or less.

For the purposes of the Cash Flow Staternent, cash and cash equivalents consist of cash and cash equivalents as defined
above, net of cutstanding bank overdrafts.

Trade and other receivables

The Group has elected to apply the option available under AASB 1 of adopting AASE 132 and AASB 139 from 1 July 2005,
Outlined below are the relevant accounting policies for receivables applicable for the years ending 30 June 2006 and 30
tane 2005,




{0

k)

), GRANGE

RESOURCES LIMITED

Accounting policies applicable for the year ending 30 June 2006
Trade and other receivables are recognised and carried at the original invoice amount less an allowance for any uncollectible
AMounts.

An allowance for doubiful debis is made when there is objective evidence that the Group will not be able to collect the
debts. Bad debis are written off when identified.

Trade terms are determined by contractual agreement or otherwise on a 30 day basis.

Receivables from controlled entities are carried at the principal amount. Interest, when charged, is recognised as income
on an accruals basis.

Accounting policies applicable for the year ending 30 June 2005

Trade receivables were recognised and carried at original invoice amount less a provision for any uncollectible debts. An
estirnte for doubtful debts was made when collection of the full amount was no longer probable. Bad debits were writien
off when incurred.

Inventories
rventories comprise broken ore, work in progress and concentrate which are carried at the lower of cost and net realisable
value.

Costs represent weighted average cost and includes direct costs and an appropriate portion of fixed and variable overhead
expenditure, including amortisation.

Met realisable value is the amount estimated to be obtained from sale of the item of inventory in the normal course of
business, less any anticipated costs to be incurred prior to its sale.

Derecognition of financial assets and financial liabilities

The Group has elected to apply the option available under AASB 1 of adopting AASB 132 and AASBE 139 from 1 July
2005, Cutlined below are the relevant accounting policies applicable to the derecognition of financial assets and financial
habilities for the years ending 30 june 2006 and 30 june 2005

Accounting policies applicable for the year ending 30 June 2006
i} Financis! assets
A financial asset {or, where applicable, a part of a financial asset or part of a group of simitar finandal assets} is
derecognised when:
» the rights to receive cash Hows from the asset have expired;
» the Group retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in full
without material delay to a third party under a ‘pass-through” arrangernent; or
» the Group has transferred i1s rights to receive cash flows from the asset and either {a} has transferred substantially
all the risks and rewards of the asset, or (b) has neither transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset and has neither transferred nor relained
substantially all the risks and rewards of the asset nor transferred control of the asset, the assel is recognised to the
extend of the Group’s continuing involverment in the asset. Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the original carrying amount of the asset and the maximum
amount of consideration received that the Group could be required to repay.

When continuing involvernent takes the form of a written and / or purchased option (including a cash-settled option
or simitar provision) on the transferred asset, the extent of the Group’s continuing involvernent is the amount of
the transferred asset that the Group may repurchase, except that in the case of a written put oplion {inclading a
cash-settled option or simiar provision) on an asset measured at fair value, the extent on the Group’s continuing
involvernent is Himited to the lower of the fair value of the transferred asset and the option exercise price.
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() Financial fiabilities
A financial ability is derecognised when the obligation under the liability is discharged of cancelled or expires.

When an existing financial liability is replaced by another from the same lender on substantially different terms, or the
terms of an existing liability are substantially rodified, such an exchange or modification is treated as a derecognition
of the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is
recognised in profit or loss.

Accounting policies applicable for the year ending 30 June 2005
i} Financis! assets
A financial asset was derecognised when the contractual right to receive or exchange cash no longer existed.

() Financial fiabilities
A financial iability was derecognised when the contractual obligation to deliver or exchange cash no longer existed.

Foreign currency translation
Both the functional and presentation currency of Grange Rescurces Lirnited and its subsidiaries is Australian dollars {$).

Transactions in foreign currencies are initially recorded in the functional currency by applying the exchange rates ruling at
the date of the transaction. Monetary assets and fiabilities denorinated in foreign curencies are retranslated at the rate
of exchange ruling at the balance sheet date.

Foreign exchange differences arising on translation are recognised in the income staternent.

Mon-ronetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange
rate as at the date of the initial transaction.

Mon-monetary iterns that are measured at fair value in a foreign currency are translated using the exchange rates at the
date when the fair value was deterrined.

Ineome tax

Current income tax and liabilties for the current and prior periods are rmeasured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted
o substantively enacied by the balance sheet date.

Deferred income tax is provided on all ternporary differences at the balance sheet date between the tax bases of assets
and liabilities and their carrving amounts for financial reporting purposes,

Deferred income tax habilities are recognised tor all taxable termnporary differences except:

{it where the deferred income tax liabilily arises from the initial recognition of goodwill or of an asset or liability in a
fransaction that is not a business combination and, at the time of the transaction, affects neither the accounting profit
nor taxable profit or loss; and

(i} in respect of taxable temporary differences associated with irvestments in subsidiaries, associates and interests in joint
ventures except where the timing of the reversal of the temporary differences can be controlled and it is probable that
the temporary differences will not reverse in the foreseeable fuiure.

Deferred income tax assets are recognised for all deductible ternporary differences, carry-forward of unused tax assets
and unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry-forward of unused tax assets and unused tax losses can be utilised except:

{it where the deferred income tax assei relating to the deductible ternporary difference arises from the initial recognition
of an asset or liability in a transaction that is not a business combination and, at the tirne of the transaction, affects
reither the accounting profit nor taxable profit or loss; and

{il} in respect of deductible termporary differences associated with investiments in subsidiaries, associates and interests in joint
ventures, deferred tax assets are ondy recognised to the extent that it is probabie that the temporary differences will reverse in
the foresesable future and taxable profit will be available against which the temporary difference can be utilised.




{n)

{o)

p)

), GRANGE

RESOURCES LIMITED

The carrying amount of deferred incorne tax assets is reviewed at each balance sheet date and reduced to the extent that
it is no longer probable that suffident taxable profit will be available to allow all or part of the deferred income tax asset
to be utilised.

Unrecognised deferred income tax assets are reassesed at each balance sheet date and are recognised to the extent that
it has become probable that future taxable profit will aliow the deferred tax asset to be recovered.

Deferred income tax assels and Habilities are measured at the tax rates that are expected to apply to the year when the
asset is reakised or the hability is settled, based on tax rates {and tax laws) that have been enacted or substantively enacted
at the balance sheet date.

fncome tases relating to iterns recognised directly in equity are recognised in equity and not in the income staterment.

Deferred tax assets and deferred fax liabilities are offset only if a legally enforceable right extists to set off current tax assets
against current tax liabilities and the deferred tax assets and liabilities relate to the sarne taxable entity and the same
taxation authority.

Other taxes
Revenues, expenses and assets are recognised net of the amount of G5T except:

+ when GST incurred on a purchase of goods and services is not recoverable frorn the taxation authority, in which case
the GST is recognised as part of the cost of acquisition of the asset or as part of the expense iterns applicable; and

+ receivables and payables, which are stated with the amount of GST included.

The net amount of G57 recoverable from, or payable to, the taxation authority is included as part of receivables or
payables in the balance sheet.

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

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payabile 1o, the taxation
authority.

Interests in Joint Venture Operations
The Group's interest in its joint venture operation is accounted for by recognising the Group’s assets and labilities from the
joint venture, as weil as expenses incurred by the Group and the Group's share of income earned from the joint venture,
i the consclidated financial statements,

Where part of a joint venture interest is farmed out in consideration of the farm-in party undertaking o incur further
expenditure on behalf of both the farm-in party and the entity in the joint venture area of interest, exploration expenditure
incurred and carried forward prior 1o farm out continues to be carried forward without adjustrnent, unless under the
terrns of the farm out it is considered excessive based on the diluted interest retained. A provision is then made to reduce
exploration expenditure {0 its recoverable amount. Any cash received in consideration for farming out part of a joint
venture interest is treated as a reduction in the carrying value of the related mineral property.

Property, plant and equipment
Plant and equiprment are brought to account at cost less, where applicable, any accumulated depreciation, amortisation
of irnpairment in value.

tand and baildings are measured at cost less, where apphicable, any accurnulated depreciation, amortisation of inpalrment
iy value.

Properly, plant and equipment are depreciated to their residual value at rates based upon the life of the individual asset or
the life of the mine, whichever is considered shorter. Depreciation rates used are as follows:

Buildings 109% straight line per annum
Furniture and fittings 14% straight line per annum
Cornputer equiprment 27 % straight line per annum
Mining plant and equipment 27 % straight line per annum
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The assets residual values, useful lives and amortisation methods are reviewed and adjusted if appropriate, at each financial
year end,

{i} Impairment
The cartying amount of property, plant and equipment is reviewed for impairment at each reporting date, with the
recoverable amount being estimated when events or changes in circumstances indicate that the carrying value may be
impaired.

For an asset that does not generate largely independent cash inflows, the recoverable amount is determined for the
cash-generating unit to which the asset belongs unless the assets value in use can be estimated to be close to its fair
vatue. if any indication of impairment exists, and where the carrying values exceed the estimated recoverable amount,
the asset or cash-generating units are written dowen to their recoverable amount.

The recoverable armount of plant and equipment is the greater of fair value less costs o sell and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-fax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset.

) Derecognition and disposal
Ar item of property, plant and equipment is derecognised upon disposal or when no further economic benefits are
expected from its use or disposal,

Ary gain of loss arising on derecognition of the asset (calculated as the difference between the net disposal proceeds
and the carrying armount of the asset) is included in profit o loss in the year the asset is derecognised.

Mineral Exploration and Evaluation Expenditure

Mining tenernents and capilalised exploration expenditure (inciuding acquisition costs) are stated at cost, less, where
applicable, any accumulated amortisation. The carrying amount of deferred mineral exploration and evaluation expenditure
is reviewed annually by directors o ensure it is not in excess of the recoverable amount from those assets.

Costs arising from the acquisition, exploration and evaluation relating to an area of interest are carried forward provided

that rights to tenure of the area of interest are current and provided further that at least one of the following conditions

is met:

{i such costs are expected to be recouped through successful development and exploitation of the area of interest, or
alternatively by its sale; or

(i} exploration and evaluation activities in the area of interest have nat at balance date reached a stage which permits a
reasonable assessment of the existence or otherwise of economically recoverable reserves, and active and significant
operations in, of in relation to, the area of interest are continuing.

Ultirnate recoupment of these costs is dependent on the successful development and commercial exploitation or sale, of
the respective areas of interest,

The Group has applied AASB & Exploration and Evaluation of Mineral Resources, the Australian equivalent to IFRS 6, in
preparing financial staternents.

Davelopment Properties
Bevelopment expenditure incurred by, or on behall of, the entity is accumulated separately for each area of interest in
which economically recoverable reserves have been identified o the satisfaction of the directors.

Once a development decision has been taken, all past and future exploration and evaluation expenditure in respect
of the area of interest is aggregated with the costs of development and cassified under non-current assets as
"Development Properties” .

All expenditure incurred priot to the commencement of commerdat levels of production from each development property
is carried forward to the extent to 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.

Mo arnortisation is provided in respect of development properties until they are reclassified as "Production Properties”
following & decision to commence mining.
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Production Properties
Production properties represent the accumulation of all exploration, evaluation and developrnent expenditure incurred by,
or on behalf of, the entity in relation to areas of interest in which mining of a mineral rescurce has commenced.

Where further developrnent expenditure is incurred in respect of a production property after the cornmencement of
production, such expenditure is carried forward as part of the cost of that production property only when substantial future
economic benefits are thereby established, otherwise such expenditure is classified as part of the cost of production.

Costs on production properties in which the Group has an interest are amortised over the life of the area of interest to
which such costs relate on the production output basis,

The net carrying value of each production property is reviewed annually by directors to ensdre it is not in excess of the
recoverable amount from those assels.

Provisions for Site Restoration

The Group records the present value of the estimated cost of legal and constructive obligations (such as those under the
Group's Enviranmental Policy) to restore operating lacations in the period in which the obligation is incurred. The nature
of restoration activities includes dismantling and removing structures, rehabilitating mines, dismantling operating facifities,
dosare of plant and waste sites and restoration, reclamation and revegetation of affected areas.

Typically the obligation anses when the asset s installed at the production location. When the lahility is initially recorded,
the estimated cost is capitalised by increasing the carrying arnount of the related mining assets. Over time, the liability is
increased for the change in the present value based on the discount rates that reflect the current market assessments and
the risks specific to the Hability. Additional disturbances or changes in rehabilitation costs are recognised as additions or
changes to the corresponding asset and rehabilitation fiability when incurred.

The unwinding of the effect of discounting on the provision s recorded as a finance cost in the incorne statement. The
carrying armount capitalised is depreciated over the life of the related asset.

Investments and other financial assets

The Group has elected to apply the option available under AASB 1 of adopting AASB 132 and AASB 139 from 1 luly 2005,
Outlined below are the relevant accounting policies for mvestments and other financial assets applicable for the years
ending 30 June 2006 and 30 june 2005,

Accounting policies applicable for the year ending 30 June 2006

Financial assets in the scope of AASB 139 fnancial instruments: Recognition and Measurernent are classified in the
following categories where appropriate; finandial assets at fair value through profit or loss, loans and receivables, held-to-
rRaturity investrnents, or available-for-sale investiments. The Group determines the classification of its financial assets after
initial recognition and, when allowed and appropriate, re-evaluates this designation at each financdial year-end.

{1} Financial assets at fair value through profit or loss
Financial assets classified as held for trading are included in the category “financial assets at fair value through profit or
loss’. Financial assets are classified as held for trading if they are acquired for the purpose of selling in the near term.
Derivatives are also classified as held for trading unless they are designated as effective hedging instruments. Gains or
losses on investments held for trading are recognised in profit or loss.

) Loans and recefvables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active rnarket. Such assets are carried at amortised cost using the effective interest method. Gains and losses are
recognised in the profit and loss when the ioans and receivabies are derecognised or impaired, as welt as through the
amortisation process,

Accounting policies applicable for the year ending 30 June 2005
Current investrnents are carried at the lower of cost and net market value except where they have been disposed of
subsequent 1o year end where they are carried at the lower of cost and the net value realised from their sale.

All othet non-current investiments are carried at the lower of cost and recoverable amount.
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Impairment of assets

At each reporiing date, the Group assesses whether there is any indication that an asset may be impaired. Where an
indicator of impairment exists, the Group makes a farmal estirate of the recoverable amount. Where the carrving amount
of an asset exceeds its recoverabile amount the asset is considered impaired and is written down to its recoverable amount.

Recoverable amount is the greater of Tair value less costs o sell and value in use. 1t is determined for an individual asset,
unless the asset’s value in use cannot be estirnated 10 be close to its fair value less costs to selt and it does not generate
cash inflows that are largely independent of those from other assets or groups of assets, in which case, the recoverable
amount is determined for the cash-generating unit to which the asset belongs.

by assessing value in Use, the estimated future cash flows are discounted io their present value using a pre-tax discount
rate that reflects current rnarket assessiments of the tirme value of money and the risks specific to the asset. mpairment
tosses relating to continuing operations are recognised in those expense categoties consistent with the function of the
rnpaired asset urdess the asset is carried at revalued amount (in which case the impairment loss is treated as a revaluation
decrease).

An assesstnent is also made at each reporting date as to whether there is any indication that previously recoghised
rnpairrment losses may no longer exist or may have decreased. If such indication exists, the recoverable arnount is estimated.
A previously recogrised impairment loss is reversed only if there has been a change in the estirnates used to deterrmine
the assets recoverable amount since the last impairment loss was recognised. If that is the case the carrying amount of
the asset is increased to its recoverable amount. That increased amount cannot exceed the carrying amount that would
have been determined, net of depreciation, had no impairment ioss been recognised for the asset in prior years, Such
reversal is recognised in profit or foss unless the asset is carried at revalued amount, in which case the reversal is treated
as a revaluation increase. After such a reversal the depreciation charge is adjusted in future periods to aliocate the asset’s
revised carrying arnount, less any residual value, on a systematic basis over its remaining usefu life.

Trade and other payables

The Group has elected to apply the option avaliable under AASB 1 of adopting AASB 132 and AASBE 139 from 1 July
2005. Outlined below are the relevant accounting policies for payables applicable for the years ending 30 June 2006 and
30 kune 2085,

Accounting policies applicable for the year ending 30 June 2006

Trade payables and other payables are carried at arnortised costs and represent Habilities for goods and services provided
to the Group prior to the end of the finandal year that are unpaid and arise when the Group becomes obliged o make
fuiure payments in respect of the purchase of these goods and services.

Accounting policies applicable for the year ending 30 June 2005
Trade payables and other payables are carried at costs which is falr value of the consideration to be paid in the future for
goods and services received, whether or not billed to the Group.

Borrowings

The Group has elected to apply the option avallable under AASB 1 of adopting AASB 132 and AASB 139 from 1 July 2005,
Outlined below are the relevant accounting policies for borrowings applicable for the years ending 30 June 2006 and 30
hune 2005,

Accounting policies applicable for the year ending 30 June 2006
All borrowings are initially recognised at the fair value of the consideration received less directly atiributable
transaction costs.

After initial recognition, borrowings are subsequently measured at amortised cost using the effective interest method.

Accounting policies applicable for the year ending 30 June 2005
Loans are carried at their principal amounts. Interest is charged as an expense as it accrues,
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{y] Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, itis
probable that an outflow of resources ernbodying econormic benefits will be required 1o settle the obligation and a reliable
estirnate can be made of the amount of the obligation.

{z)

When the Group expects some or alb of a provision to be reimbursed, for example under an insurance contract, the
reimbursement is recogrised as a separate asset but only when the reimbursement is virtually certain. The expense relating
to any provision is presented in the income statement net of any reirmbursement.

i the effect of the tirne value of money is material, provisions are discounted using a current pre-tax rate that reflects the
risks specific to the Hability.

When discounting is used, the increase in the provision due to the passage of time is recognised as a barrowing cost.

Employee entitlements

i} Wages, salaries, annual, sick and long service leave
Provision is made for employee benefits accumulated as a result of ernployees rendering services up to the reporting
date. These benefits include wages and salaries, annual leave, sick leave and long service leave.

Liabilities arising in respect of wages and salaries, annual leave, sick leave and any other employee benefits expected to

be seitled within twelve months of the reporting date are measured at their nominal amounts based on remuneration
rates which are expected to be paid when the labiity is seliled. All other ernployee benefit liabilities are measured at
the present value of the estirnated future cash cutflow to be made in respect of services provided by employees up
o the reporting date. In determining the present value of future cash outflows, the market yield as at the reporting
date on naticnal government bonds, which have terms to maturity approximating the terms of the related liability, are
used.

) Share-based payment transactions
The Group provides benefits to employees (inciuding directors} in the form of share-based payrment iransactions,
whereby employees render services in exchange for share options {"equity-settled transactions”}.

The curtent plan in place is the Grange Resources Ltd Directors’ and Officers” Option Plan.

The cost of these equity-settled fransactions with ermployees is rmeasured by reference to the fair value at the date at
which they are granted. The fair value is determined using the binomial model.

In valuing equity-settled transactions, no account is taken of any performance conditions, other than conditions linked
o the price of the shares of Grange Resources Ltd ("market conditions”}.

The cost of equity-settled transactions is recognised, tegether with a corresponding increase in equily, over the period
in which the performance conditions are fulfiled, ending on the date on which the relevant employees become fully
entitled to the award {"vesting date”).

The cumnulative expense recognised for equity settled transactions at each reporting date until vesting date reflects:
iy the extent to which the vesting period has expired and;
{iiy the nurber of awards that, in the opinion of the Board of the Group, will ultimately vest.

This opinion is formed based on the best available information at balance date. Mo adiustment is made for the likelihood
of market performance conditions being met as the effect of those conditions is included i the determination of {air
value at grant date.

No expense is recognised for awards that do not altimately vest, except for awards whete vesting is conditional upon
a market condition.

Where an equily-settled award is modified, as & minimum an expense is recognised as if the terms had not been
modified. In addition, an expense is recognised for any increase in the value of the {ransaction as a resuit of the
modifications, as measured at the date of modification.
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Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any expense
not yvet recognised for the award is recognised irmmediately. However, if a new award is substituted for the cancelled
award, and designated as a replacement award on the date that it is granted, the cancelied and new award are {reated
as if they were a modification of the original award, as described in the previcus paragraph.

The dilutive effect, if any of outstanding options is reflected as additional share dilution in the computation of earnings
per share.

{aa} Earnings per share (EPS)
Basic earnings per share is calculated as net profit attributable to members, adjusted to exclude costs of servicing equity
{other than dividends), divided by the weighted average number of ordinary shares, adijusted for any bonus element.

Diluted EPS is calculated as net profit attributable to merbers, adjusted for:

* costs of servicing equity {other than dividendsy;
the after tax effects of dividends and interest associated with dilutive potential ordinary shares that have been
recoghised as expenses;

+ other non-discretionary changes in revenue or expenses during the period that would result from the dilution of
potential ordinary shares; and

+ divided by the weighted average number of ordinary shares and dilutive potential ordinary shares, adjusted for any
banus elernent.

{bb) Contributed equity
Ordinary share capital is recognised at the fair value of the consideration received by the Cornpany.

Any transaction costs arising on the issue of ordinary shares are recognised directly in equity as a reduction, net of tax, of
the share proceeds received.
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Grange Resources Limited

20_06 2005 2006 20_05
Revenue and Expenses from Continuing Operations
{a) Revenue
Revenue from sale of Copper 7,443,174 3,937,368 - -
Revenue from Royalties 2,318,617 2,525,841 2,044 764 1,678,562
Finance revenue 634,107 545,603 499,958 59,521
10,395,893 7,108,812 2,544,714 1,738,083
Breakdown of finance revenue:
tnterest receved from other persons / corporations 634,107 645,603 499,950 59,521
634,107 645,603 499,95G 59,521
{b) Other income
Government grants 38,118 - 38,114 -
Sundry income 451,641 27,154 348,982 18,724
489,751 27,154 387,092 18,724
{¢} Costs of sales
fncluded in cost of sales:
Ammortisation of deferred exploration,
evaluation and development costs 306,445 829,483 - 419,616
Depredation 3,594 3,045 - -
Production costs 2,124,446 9,426,221 - -
Inventory movement 2,107,204 {1,821,596} - -
4,541,684 8,037,157 - 419,616
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NOTE 3. REVENUES, OTHER INCOME & EXPENSES (CONTINUED)

Consolidated

Grange Resources Limited

2006 2005 2006 2005
{d) Administration expenses
ncluded in administrative expenses:
Audit 42,111 35,000 42,111 35,000
Consultants 143,706 468,126 211,638 468,126
Contractors 141,912 5,251 139,454 6,251
Deptedation 60,371 6,205 59,851 6,209
Freight 358,434 372,523 29,796 14,066
Insurance 92,228 71,661 60,542 71,661
Legal 331,408 260,205 162,039 260,205
Minirnurn lease payments - operating lease - 86,602 - 86,602
Project evaluation 35,747 438,823 35,747 438,823
Rent and outgoings 172,818 88,602 172,813 88,602
Travel 255,795 376,634 255,795 376,634
Cther 349,808 76,999 763,235 237,092
1,984,338 2,287,635 1,933,026 2,089,271
{e} Employee benefits expenses
Payroll cost 1,248,266 1,360,703 1,248,266 1,360,703
Defined contribution plan expense 351,113 246,876 351,113 246,876
Share-based payments expense 518,080 180,000 518,080 180,000
2,117,458 1,787,579 2,117,458 1,787,579
{f} Other expenses
Horseshoe maintenance expenses 289,025 269,455 - -
285,029 269,455 - -
{g) Borrowing costs
nterest paid to non-related entities 7,204 27,441 - -
7,204 27,441 - .




NOTE 4. INCOME TAX EXPENSE

Consolidated
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Grange Resources Limited

20_06 2005 2006 20_05

{a) Major components of income tax expense

for the years ended 30 june 2006 and 2005 are; - - - -

Ineome Statement

Current incorme fax

Current income tax charge / (benefit) - - - -

Deferred income tax

Relating to origination and reversal of temporary

differences - - - -

Timing differences not recognised - - - -

come tax expense reported in income statement - - - -

Statement of changes in equity

tncome tas liability reported in equity - - - -
{b) A recondiliation of income tax expense applicable

to accounting profit before income tax at the

statutory income tax rate to income tax expense

at the Group's effective income tax rate for the

years ended 30 lune 2006 and 2005 is as follows:

Accounting profit / {foss) before tax 1,935,93¢ {5,273,301} (1,118,679) {2,5359,659}

At statutory income tax rate of 30% (2005 30%!} 580,780 {1,581,990} {335,604 {761,898}

hon-deductible iterns 248,524 214,340 248,524 214,340

hon-deductible provision for non-recovery of

toan to controlied entity - - - -

hon-deductible decrernent in carrying value of assets - - - -

Deductible research & development claim - {1,458,978} - {1,458,978)

Utilisation of tax losses / unrecognised tax losses {829,304 2,826,628 87,080 2,006,536

ncome tax expense reported in income statement
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NOTE 4. INCOME TAX EXPENSE (CONTINUED)

Consolidated

Grange Resources Limited

20_06 2005 2006 20_05
{¢} Deferred income tax
Deferred income tax at 30 June relates to the following:
CONSOLIBATED
Deaferred tax lahilities
Accrued income {261,128} {175,833} 85,295 -
Accelerated deductions for tax purposes - {61,656} (61,656) {20,238}
Other receivable {666,791) - 660,761 -
Beferred mining - - - {82 908}
Exploration (7,032,148) (2,344,419} 4,687,730 1,850,202
(7.960,067) {2,581,908} 5,378,130 1,747,056
Deferred tax assets
Accelerated depreciation for tax purposes 162,490 162,490 - {61,771}
Foreign exchange 14,607 - (14,607 -
Accrued xpenses 27.897 - (27,897} 6,300
Provision for ernployee entitlements 41,579 31,186 {14,393) -
Blackhole costs 15,377 19,221 3,844 {15,747}
Provision for rehabilitiation 388,040 569,188 181,845 583,497
Provision for restoration 675,000 - {675,800) -
Catried forward losses 12,662,563 8,657,198 4,005,365) {5,090,963)
13,987,553 9,439,283
Unrecognised deferred {ax assets {830,557 2,826,628
Deferred tax expense - -
PARENT
Deaferred tax fiahilities
Accrued income {1,136} {11,839} {9,503) 11,839
Accelerated deductions for tax purposes - - - -
Beferred mining - - - -
Exploration (7.067,243) {2,101,922) 4,965,320 1,704,193
(7,068,379 (2,113,761} 4955 417 1,716,032




, GRANGE

RESOURCES LIMITED

NOTE 4. INCOME TAX EXPENSE (CONTINUED)

Consolidated Grange Resources Limited
20_06 2005 2006 20_05
{¢} Deferred income tax {rontinued}
Deferred tax assets
Accelerated depreciation for tax purposes - - - 9,150
Foreign exchange 14,607 - (14,607) -
Accrued xpenses 27.897 - (27,897} 6,300
Provision for ernployee entitlements 41,579 31,186 {14,393) 12,124
Biackhole costs 15,377 19,221 3,844 {10,747}
Provision for rehabilitiation 175,381 175,381 - -
Catried forward losses 12,662,563 8,657,198 4,993,445} (3,715,147}
12,937,404 %,882,9586

Unrecognised deferred {ax assets 87,081 2,006,536

{d)

Deferred tax expense - .

Potential fulure income tax benefits attributable to tax losses of 12,662,563 (2005: $8,657,198) cartied forward have
not been brought to account at 30 June 2006 because directors do not believe it is appropriate to regard realisation of the
fuiure tax benefit as probable. These benefits will only be obtained if:

{f} the Group derives future assessable income of a nature and of an amount sufficient to enable the benefit from the
deduction for the foss to be realised,;

{H} the Group continues to comply with the conditions for the deductibility imposed by law; and

{iiiy no changes in tax legislation adversely affect the Group in realising the benefit from the deduction for the loss,

Tax Consolidation

The Comparny and its 100% owned subsidiaries are a tax consolidated group as of 1 July 2002, Mernbers of the group
have agreed to enter into a iax sharing arrangement in order to allocate incorne tax expense to the wholly cwned
subsidiaries on a pro-rata basis. In addition, the agreernent provides for the allocation of income tax labilities between
the entities should the head entity default on its tax payments obligations. At the balance date, the possibility of default
is remote. The head entity of the tax consolidated group is Grange Resources Limited.
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NOTE 5. CASH AND CASH EQUIVALENTS

Consolidated

Grange Resources Limited

20_06 2005 2006 20_05
Cash at bank and in hand {i} 2,087,207 146,092 2,087,202 76,597
Short term deposits {ii} 65,000,000 8,330,665 6,000,000 4,459,114
Cash at bank and in hand - Joint Ventures I 218,935 262,037 - -
8,306,137 8,738,794 8,087,207 4,535,711

iy  Cash at bank earns interest at floating rates based on daily bank deposit rates.

{iiy Short-term deposits are made for varying periods depending on the cash requirements of the Group, and earn interest

at the respective short-term deposit rates.

(i} Joint Venture cash at bank represents Mount Windsor Joint Venture, Reward, Highway and Reward Deeps / Conviction
cash calls paid by Grange Resources Limited but not yet used by the joint ventures to pay creditors.

Reconciliation to Cash Flow Statement

For the purposes of the Cash Flow Staternent, cash and cash equivalents comprise the following at 30 June:

Cash at banks and in hand
Short term deposits
Cash at banks and in hand - Joint Ventures

Recorciliation of net profit / (loss} after tax to net cash Hows from operations

Met profit / {loss) after income tax
Adjustments for:

Arnortisation

Depreciation

Share options expensed

Allowance for impairment of exploration &
evaluation expendiiure

Changes in assets and labilities

{increase) / decrease in trade and other receivables
{Increase) / decrease in prepayments

{incresse) / decrease in mventories

(Decrease) / increase in trade and other payables
{Decrease) / narease in provisions

Met cash frorm operating activities

2,087,202 146,092 2,087,202 76,597
6,000,000 8,330,665 6,000,000 4,459,114
218,935 262,037 - -
8,306,137 8,738,794 8,087,202 4,535,711
1,935,930 {5,2732,301) (1,118,679) (2,539,659}
306,440 823,274 - 419,616
63,965 9,258 59,851 6,209
518,080 180,000 518,080 180,000
770,386 - - -
(2,041,840) {1,148,590) (203,006} (823,147)
824 (1,131 824 (813)
2,094,947 {1,821,966) - -
(1,201,998) 437,935 121,418 934,058
1,678,493 (33,393 34,643 40,411
4,125,227 (6,827,914) (829,705 {1,783,325)
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RESOURCES LIMITED

NOTE 6. TRADE AND OTHER RECEIVABLES (CURRENT)

Consolidated Grange Resources Limited

2006 2005 2{'{06 2005
Trade receivables {i} 866,509 957,645 866,509 586,111
Security deposits {ii} 137,500 423,080 137,500 -
Cther debitors {it} 336,060 - 323,233 400,625
Cther receivables {iv} 2,220,008 - - -
3,560,069 1,380,725 1,327,242 986,736

{iy  Trade receivables are all non-interest bearing and are generally on 30 day terms.

{if}  Secarity deposits have no fixed repayrment terms.

{ii} Other debtors relate to GST receivable from the Austrakian Taxation Office.

{ivi Other receivables relate to the expected insurance compensation from the Gregory Developrnent Road. Refer note 15.

The receivable is the Group's 30% share.

NOTE 7. INVENTORIES (CURRENT)

Product inventory {(at cost} - 1,889,427 - -
Stores inventory {at cost) - 205,519 - -
Total inventories at cost - 2,594,940 - -

NOTE 8. TRADE AND OTHER RECEIVABLES (NON-CURRENT)

Related party receivables

Loans o controlled entities 27 - - 12,125,244 12,778,190
Provision for doubtful recovery 27 - - {11,078,949) (12,092,225}
- - 1,046,292 685,965

Other receivables

Security deposits {i} 2,711,680 3,155,878 1,135,072 1,371,637

2,711,680 2,159,878 2,181,364 2,057,602

Terms and conditions
iy Secarity deposits include armoants with:

[*Y

b.

Perth Diocesan Trustees for the office lease expiring 19 Huly 2015;

Road Bailder (M) Holdings Bhd to acguire land in the Malaysian port city of Kemaman and secure port facilities.
The deposit is repayable twelve months from termination or expiry of the agreement;

Minister for Mines and Energy for the States of Queenstand and Western Austrakia for perforrmance bonds in relation
{o the rehabilitation of Highway Reward and Horseshoe Lights mine, repayable upon satisifactory completion
of rehabiliation.
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NOTE 9. OTHER FINANCIAL ASSETS

Consolidated Grange Resources Limited
20_06 2005 2006 20_05
Irvestrnents in controlled entities 10 - - 28,366,953 27,803,678
Provisicn for impairment - - {23,785,810) (23,322,535}
- - 4,581,143 4,531,143
NOTE 10. INTERESTS IN SUBSIDIARIES
Percentage of unique interest Investment
held by the Group
2006 2005 2006 20_05
Name N S
Grange Capital Pty Ltd 106 140
Tribune Developrment Pty Lid 106 140
Barrack Mines Ply Ltd 106 100 4,581,143 4,531,143
Bamine Pty Lid 106 140
BML Holdings Pty Lid 106 100
Horseshoe Gold hine Pty Ltd 100G 100
Surfboard Securities Pty Ltd 100 130
4,581,143 4,531,143

The Company and alf subsidiaries are incorporated in Austraia. Grange Resources Lirnited is a company limited by shares and
dormiciled in Australia.

NOTE 11. INTERESTS IN JOINT VENTURE OPERATIONS AND BUSINESS
UNDERTAKINGS

At 30 June 2006 the Group was patticipant in the following ioint ventures:

2006 2005

Consolidated

Grange Resources Limited

2006 2005

Procfuction Joint Ventures;

Reward - Copper / Goid 3115 31.15

Highway ~ Copper 30.00 30.00

Development Joint Yentures:

Reward Deeps / Conviction - Copper 30.00 30.00

Exploration Joint Ventures:

Mt Samuel - Exploration Goid 85.00 85.00 42 .50 42.50
Abercromby Well - Exploration Gold / Nickel 10.0G 10.60

Mt Windsor - Exploration Gold / Base Metals 30.00 3000

The joint ventures are not separate legal entities. They are contractual arrangerents between the participants for the sharing
of costs and output and do not in themselves generate revenue and profit.




NOTE 11. INTERESTS IN JOINT VENTURE OPERATIONS AND BUSINESS
UNDERTAKINGS (CONTINUED)

, GRANGE

RESOURCES LIMITED

The Group's direct interests in joint venture net assets, as surnmarised below, are included in the corresponding balance sheet

items in the Group accounts.

Consolidated

2006 20Q5
Current Assets
Cash and cash equivalents 218,935 282,037
Irventories - 2,094,946
Trade debtors and other receivables 2,315,984 -
Total Current Assets 2,534,919 2,356,983
Non-Current Assets
Exploration and evaluation expenditure - 653,390
Property, plant and equipment 262,742 266,241
Total Non-Current Assets 262,742 519,631
Total Assets 2,797,661 3,276,614
Current Liabilities
Trade and other payables 88,111 1,011,016
Provisions 2,536,809 578,989
Total Current Liabilities 2,624,920 1,590,005
Non-Current Liabilities
Provisions - 736,025
Total Non-Current Liabilities - 736,025
Total Liabilities 2,624,920 2,326,030
NET ASSETS EMPLOYED IN JOINT VENTURE OPERATIONS 172,741 950,584

The net contributions of joint venture cperations {inclusive of resultant revenues) to the Group operating profit before income

tax and abnormal ftems was a loss of $3,3232,019 (2005: foss $3,871,429).
The parent entity does not hold cwnership in any operating joint ventures.

Contingent liabilities in relation to joint ventares are disclosed in note 23,
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NOTE 12. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

The useful life of the assets was estimated as follows for 2005 and 2006.

Baildings

Plant and eguipment
Cffice eguipment
Farniture and fittings

NOTE 13. EXPLORATION & EVALUATION EXPENDITURE

Consolidated

Grange Resources Limited

2006 2005 2006 2005

Exploration & evaluation properties {at cost) 23,440,495 7,508,288 23,557,476 7.031,171
Production properties {at cost) 1,215,562 23,341,379 - 419,616
Accumudated amortisation (1,215,562} (73,034,939} - 419,616}

23,440,495 7814728 23,557,476 713,171
Movement:
Exploration & Evaluation Properties
Balance at beginning of vear 7,508,288 289,860 7,131,171 68,101
Carrent year expenditure 15,932,207 68,416,968 16,426,305 68,316,215
Transfer from / (to} production properties - 54,605 - -
Transfer from investments - 746,855 - 746,855
Balance at end of year 23,440,495 7,508,288 23,557,476 731,171

The uttimate recouprnent of expicration and evaluation expenditure is dependent upon successful development and cornmercial

exploitation or alternatively the sale of the respective areas of interest at an amount at least equat o bock value.

Procfuction properties
Balance at beginning of year

Transfer from / (1o} development, exploration and

evaluation properties
Current year expenditure
Arnortisation charged

Balance at end of year

306,440 1,184,319 . 419,616
. (54,605} . -

(306,440) (823,274 . (418,616
. 306,440 . -

The directors have reviewed the carrying values of each area of interest as st Balance Date. Where the carrving value of an
individual area of interest was in excess of its recoverable armount the area of interest has been written down to its recoverable

arnount.




NOTE 14. TRADE AND OTHER PAYABLES

Consolidated

, GRANGE

RESOURCES LIMITED

Grange Resources Limited

20_06 2005 2006 20_05
Trade payables {i} 1,165,123 2,105,765 1,022,873 1,059,854
Other creditors {ii} - 400,060 - 400,060
1,165,123 2,505,765 1,022,873 1,459,854
{iy  Trade payables are non-interest bearing and are normally settled on repayment terms between 7 and 30 days.
{it}  Other creditors are non-interest bearing and have a repayment date of 30 November 2005
NOTE 15. PROVISIONS (CURRENT)
Proavision for annual leave 138,595 103,952 138,595 103,952
Provisicn for road restoration {i} 2,250,000 - - -
Provision for mine rehabilitation {ir} 286,807 578,985 - -
2,675,407 682,941 138,555 103,952
NOTE 16. PROVISIONS (NON-CURRENT)
Provision for mine rehabilitation {ii} 1,006,660 1,320,628 584,603 584,603
1,006,660 1,320,628 584,603 584,603

{iy  During the year, cracking was detected in the Gregory Development Road adiacent to the Highway-Reward open pit of
which the Group has a 30% joint venture interest. Remediation measures are being considered. If found Hable, the joint
venture may be required to relocate a section of the road away from the open pit. The provision is the Group's 30% share.
it is expected costs associated with the relocation will be compensated by insurance. Refer note 6.

{in  The provision for rehabilitation is recognised for mining activities for costs such as reclarnation, plant closure and other
costs associated with the rehabilitation of a mine site. Estimates of the rehabilitation obligations are based on expert
opinions based on the anticipated future costs. The Group has assurned that no significant changes will occur in the
relevant Federal and State Legisiation in relation to the rehabilitation of such mines in the future.

Movements in mine rehabilitation provisions
Total current and non cusrent carrying amount

at the beginning of the financial year 1,899,617 1,973,421 584,603 584,603

Arnounts utilised during the year {606,150) (315,000} - -

Increase in provision during the year - 241,196 - -

Carrying amount at the end of the financial year 1,293,467 1,899,617 584,603 584,603

NOTE 17. LOANS AND BORROWINGS

Loans from controlled entities - unsecured 27 - - 32,406,794 23,013,892
- - 32,406,794 23,013,892
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NOTE 18. CONTRIBUTED EQUITY

Consolidated

Grange Resources Limited

20_06 2005 2006 20_05
{a) Share capital

Ordinary shares
tssued and fully paid 50,685,531 38,404,263 50,685,534 38,404,263

50,885,531 38,404,263 50,685,534 38,404,263

{b) Movements in ordinary share capital

AT July 2004 69,709,259 31,299,463
tssued on 14 lune 2005 by public equity raising 5,000,000 5,000,000
Exercise of opticns on 18 August 2004 60,006 7,200
Exercise of oplions on 3 November 2004 750,000 90,000
Exercise of opticns on 3 February 2005 2,730,006 327,600
Exercise of options on 22 March 2005 1,500,000 180,000
Exercise of options on 23 March 2005 1,000,000 500,000
Exercise of options on 17 May 2005 2,000,000 1,000,000
A1 Juby 2005 82,749,259 38,404,263
tssued on 21 Novermnber 2005 by public equity raising (i) 8,000,006 10,800,000
Share issue expenses on 21 Novernber 2005 - {661,590
Exercise of options on 25 November 2005 1,000,000 500,000
Exercise of options on 9 Decermnber 2005 1,000,000 500,000
Exercise of options on 18 January 2006 1,000,000 500,000
Exercise of opticns on 22 February 2006 600,000 300,000
Exercise of options on 20 March 2006 685,715 342,858
At 30 June 2006 95,034,874 50,685,531

{d)

{it In Novernber 2005 the Company arranged a share placement with Shaw Corporate Finance Pty Lirnited and BEY
Limited comprising of 8.0 million fully paid ordinary shares at an issue price of $1.35 each raising, $10.80 million.

Share options

The Cornpany has share based payment option schermes under which options o subscribe for the company's shares have
been granted to certain executives and other employees (refer Note 21).

Ordinary shares

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

Ordinary shares entitle their holder to one vote per share, either in person or by proxy, at a meeting of the Cornpany.

Effective 1 July 1998, the Corporations legislation in place abolished the concepts of authorised capital and par value
shares. Accordingly, the Company does not have authorised capital nor par value in respect of its issued shares,




NOTE 19. RESERVES AND ACCUMULATED LOSSES

Consolidated

, GRANGE

RESOURCES LIMITED

Grange Resources Limited

2006 2005 2006 2005
{a) Reserves
Opticn issue feserve 3,568,912 3,568,912 3,568,912 3,568,912
Share-based payments reserve 698,080 180,000 698,080 180,000
4,266,992 3,748,912 4,266,992 3,748,912

CONSOLIDATED
Movamants in reserves
At 1 July 2004
Share-based payments
At 30 June 2005
Share-based payments

At 30 June 2006

PARENT

Movamants in reserves
At 1 July 2004
Share based payments

At 30 June 2005
Share based payments

At 30 June 2006

Option issue  Share-based

reserve paymerits
reserve

3,568,912 -

- 180,000

3,568,912 180,000

- 518,080

3,568,912 698,030

Option issue Share-based

feserve pay ments
feserve

3,568,912 -

. 180,000

3,568,912 180,000

. 518,080

3,568,912 698,080
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NOTE 19. RESERVES AND ACCUMULATED LOSSES (CONTINUED)

Consolidated

Grange Rescurces Limited

2006 2005 2006 2005
{b) Accumulated losses
Movernents in accurnutated losses were as follows,
Balance 1 July (23,003,472} {(17,73017 1) (47,843,249 {45,3032,590)
het (Joss) profit for the year 1,935,935 {5,273.30M) (1,118,679 {2,539,650}
Balance 30 June {21,067,542) (73,003,472} (48,961,928} (47,843,249}

{c} Nature and purpose of reserves
Option fssue reserve
The option issue reserve is used 1o recognise the fair value of options ssued.

Share based payments reserve

The share based payments reserve is used to recogrise the fair value of equity benefits provided to employees and
directors as part of their remnuneration. Refer to Note 21 for further details of these plans.

NOTE 20. EXPENDITURE COMMITMENTS

{a) Lease expenditure commitments

The operating lease commitments refer io the rent of the Perth office for five years {1 September 2005 to

31 August 2010)

Future minimurn rentals payable as at 3G june are as follows:

Consolidated

Grange Resources Limited

2006 2005 2006 2005
Within one year 101,840 88,440 101,846 88,440
After one year but not more than five years 305,520 479,541 305,520 479,541
407,360 567,981 407,360 567,951




, GRANGE

RESOURCES LIMITED

NOTE 20. EXPENDITURE COMMITMENTS (CONTINUED)

{b) Exploration Expenditure Commitments
try order to maintain the mining and exploration tenements in which the Group is involved, the Grodp is committed to
rneet conditions under which the tenements were granted. if the Group continues to hold those tenements, the minimun
expenditure requiremnents {excluding obligations farmed out under joint venture arrangernents; witl be approximately:

Consolidated Grange Resources Limited

2006 2005 2006 2005
Within one year 336,100 336,100 237 406 237,400
After one year but not more than five years 1,344,400 1,344,400 949,600 549,600
1,680,500 1,680,500 1,187,008 1,187,000

{c} Southdown Project Acquisition Expenditure Commitments
Under the terrns of a purchase agreement with Global Doclor Pty Lid, a whoily owned subsidiary of MedAire Inc., the
Commpany secured the right to acquire the Southdown Magnetite Project (" Southdown ” ). In accordance with the staggered
purchase arrangement, as detailed in the purchase agreement, the Company is comrnitted to expend $1,000,000 upon
the cormnmencement of commercial mining operaticns at Southdown.

{d) Malaysian Land Acguisition Expenditure Commitments
Under the terms of a Heads Of Agreement ("HOAMA™) executed in February 2005, the Cornpany is required 10 pay Road
Buitder (M) Holdings Bhd (*Road Buitder”) a tolal of RM 866,400 {approx $US228,000) in consideration for the granting
of an exclusive land option in the Malaysian port of Kemarman. The total consideration was payable in four instalments.
As at the date of this report, the Cotmpany paid the fourth and final instalment, of RM 288,800 (approx US$76,000) in
August 2006.

NOTE 21. SHARE BASED PAYMENT PLANS

Grange Resources Limited Directors’ & Officers’ Option Plan

Irt July 2002 the Cornpany established the Grange Rescurces Directors’ and Officers” Option Plan {"Plan”) where Grange may
at the discretion of managernent and directors, grant options over the ordinary shares of Grange to directors, executives and
eligible full-tirne staff of the Group. The rmaximum number of opticns issued must not exceed 10% of the total nurnber of
fully paid shares on issue. The options, issued for nil consideration, are granted in accordance with performance guidelines
established by the directors of Grange, although the Rernuneration Cormmitiee and managerment of Grange retain the final
discretion on the issue of the options. Options issued pursuant to the Plan cannot be transferred and will not be guoted on
the Australian Stock Exchange Limited.

The expense recognised in the income staternent in relation to share-based payments is disclosed in note 3{e).
{a) Plan options held at the beginning and end of the reporting period

The following table sumimaries information about options held by a director during the year:

Number of Options Grant Date Vesting Date Expiry Date Exercise Price
1,500,005 29 Apr 2004 Grant date 30 June 2007 $0.50
1,500,008 2 May 2005 Socuthdown project approvals 30 June 2007 $1.25
1,500,008 2 May 2005 Scuthdown project commencernent 30 June 2008 $1.50
1,000,000 2 May 2005 Payrent of $0.05 dividend 30 June 2011 $2.50

The fair value of the equity-settled share options granted under the option plans is estimated as at the date of grant using the
binornial mode! taking into account the terms and conditions upon which the options were granted,
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NOTE 21. SHARE BASED PAYMENT PLANS (CONTINUED)

The following table lists the inputs to the model used for the years 30 June 2005 and 30 June 2806:

2006 2005
Dividend yield 0% 0%
Expacied volatility 50% 50%
Risk-free interest rate 5.15% 515%
Expecied life of option 1,2,5 years 1,2,5 years

The expecied life of the options is based on historical data and is not necessarily indicative of exercise patterns that may occur.
The expected volatility reflects the assurnption that the historical volatility is indicative of future trends, which may also not
necessarily be the actual cutcome. No other features of options were incorporated into the measurernent of fair value.

NOTE 22. CONTINGENT LIABILITIES AND CONTINGENT ASSETS

{a) Contingant Liabilities
Bank Guarariees

At year end bank guarantees have been provided on the Group’s behalf to secure, on dernand by the Minister for hdines
and Energy for the State of Queensiand, any sum to a maximum aggregate amount of $1,233,858 (2005; $1,233,858),
in relation to the rehabilitation of the Highway Reward project.

Bank guarantees have been provided on the Group’s behalf 1o secure, on demand by the Minister for Mines and Energy
for the State of Western Australia, any surn to a maximurm aggregate amount of $327,580 (2005; $327,508), in relation
to the rehabilitation of the Horseshoe Lights Mine.

A Bank guarantee has been provided by Grange Resources Limited, on dernand by Road Builder {M) Holdings Bhd for the
amount of $1,000,000 (2005: $1,000,000), in accordance with the terms of a Heads of Agreement dated 17 February
2005 to acquire land in the Malaysian port city of Kernarnan and to secure port facilities.

A Bank guarantee has been provided by Grange Resources Limited, on demand by the Perth Diocesan Trustees for the
amount of $135,072 (2005; $135,072), in accordance with the terms of an office lease agreement dated 20 July 2005 to
tease office premises in QBE House.

Mo rnaterial losses are anticipated in respect of any of the above contingent Babilities.

{b) Contingent Assets
The Groug did not have any contingent assels at the Balance Date.

NOTE 23. SUBSEQUENT EVENTS

Cn 15th June 2006 the plaint for forfeiture of the Horseshoe Lights Mining Lease M52/743 was dismissed in the Warden's
Court. On 21st July 2006 the plaintiffs obtained an order nisi from the Supreme Court for the judidal review of the Warden's
decision by the Court of Appeal. Grange through its subsidiary Horseshoe Gold Mine Piy Ltd is opposing the order for judicial
review and the matter is likely to be heard in early 2007,

Cn the 7th lly 2006 a meeting of the mernbers of Murchison Copper Mines Py Ltd was held at which the incumbent directors
of the company were replaced by Geoffrey Lioyd Warburton Wedlock, Alexander Henry Nutter and Derek Macauley. The new
Directors intend to evaluate the developrnent of a copper tailings and stadkpiles treatment operation at the Horseshoe Lights
Mine as soon as the matters on Mining Lease M52/743 are favourably resolved.
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NOTE 24. EARNINGS PER SHARE

Consolidated

2006 2005

Basic earnings per share 2.04 {7.27}
Diluted earnings per share 2.04 {7.27}
The following reflects the income and share data used in the basic and diluted earnings per share computations:
{a) Recondliations of earnings used in calculating earnings per share

Profitiloss) attributable to the ordinary equity holders of the cormpany used

in calcudating basic and diluted earnings per share 1,935,930 {5,273,301)
{b) Weighted average number of shares used as the denominator

Weighted average number of shares used as the denominator in

calculating basic earnings per share 95,034,974 72,527,067

Effect of dilution:

Share options - -

Weighted average number of ordinary shares and potential ordinary shares

used as the denominator in calcdating diluted earnings per share 95,034,974 72,527,067

Potential ordinary shares relating to options in issue are not considered dilutive and have therefore been excluded from

the calculation of dituted earnings per share.

Conversions, calls, subscription or issues after 30 June 2006

Since the end of the financial year, there have been no conversions to, calls of, or subscriptions for ordinary shares or

issues of potential ordinary shares and before the completion of this finandial report.

NOTE 25. REMUNERATION OF AUDITORS

Consolidated Grange Resources Limited
2006 2005 2006 2005
The auditor of Grange Resources Limited is Ernst & Young.
Amounts received or due and receivable by Ernst & Young:
- an audit or review of the financial report of the
entity and any other entity in the Group 45,000 324,200 45,000 32,400
- {ax compliance 156,019 123,467 156,019 123,467
201,019 157,667 201,019 155,867
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NOTE 26. DIRECTOR AND EXECUTIVE DISCLOSURES
(a)

{0

Datails of Key Managemaent Personneal

Directors

A Bohnenn Chairrnan {non-execUtive}

G LW Wedlock Managing Director

AH Nutter Director

R Krasnoff Director {non-executive)

H R Moser Director {non-executive)

Executives

C Bryant Senior Geologist: resigned 30 June 2006

B Chau Group Finandial Accountant: resigned 7 April 2006

S Hall General Manager - Business Developrment: appeinted 8 August 2005

h Marston General Manager - Comnerdal & Company Secretary: appointed 21 July 2006
ffarmerly Project Manager: appointed 1 September 2004)

M huirhead Group Accountant: appointed 26 April 2006

A Pismiris Company Secretary: resigned 16 Septernber 2005

M Srnith Company Secretary: resigned 2 1uly 2806

Compensation of Key Management Personnel

Remuneration phifosophy

The performance of the Company largely depends upon the guality of its directors and executives. To prosper the
Cornpany must be able to altract, motivate and retain directors and executives with the appropriate skilis. To achieve this,
the Cornpany adheres to the following principles in formulating its remuneration framework:

+ provide competitive rewards {o atlract executives;
+  link execulive rewards to shareholder value; and
+ establish performance hurdles in relation to variable executive remurieration.

Remureration cormmittee and remuneration policy

The Remuneration Comrritiee of the Board of Directors of the Company is responsible for determining and reviewing
compensation arrangements for the directors, the managing director and executive team. The Remuneration Committee
assesses the appropriateness of the nature and amount of rernuneration of directors and senior executives on an annual
hasis by reference to relevant ernployment rnarke! conditions and considers advice from external consultants with the
overall obiective of ensuring rmaximurn stakeholder benefit from the retention of a high quality board and executive team.

Executives are given the opportunity to receive their base emolurnent in a variety of forms, including cash and fringe
benefits, such as motor vehicles and expense payment plans. 1t is intended that the manner of payment chosen will be
optirnat for the recipient without creating undue cost for the Group.

To assist in achieving these objectives, the Remuneraticn Committee links the nature and amount of executive directors’
and officers” ermoluments to their individual performance and the Group's finandial and operational performance. The
criteria considered by the remuneration committee include those relating to profitability, cash flow, share price growth and
individual performance.

Remuneration structure
try accordance with best practice corporate governance, the structure of non-executive director and senior executive
remuneration is separate and distinct.
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NOTE 26. DIRECTOR AND EXECUTIVE DISCLOSURES (CONTINUED)

{b) Compensation of Key Management Personnel {continued}

Non-executive director remuneration

Chjective

The Board seeks to set aggregate remuneration at a level which provides the Company with the abiity to attract and retain
directors of the highest calibre, whilst incurring a cost which is acceptable to shareholders.

Structure

The Constitution and ASX Listing Rules spedly that the aggregate remuneration of non-exgcutive directors shall be
determined from time to tirme by a general meeting. An amount not exceeding the amount determined is then divided
between the directors as agreed. The latest deterrnination was at the Annual General Meeting held on 4 November 1939
when shareholders approved an aggregate remuneration of $150,000 per year.

The amount of aggregate rernuneration sought 1o be approved by shareholders and the manner in which it is apportioned
amongst directors is reviewed annually. The board considers advice from exdernal consulianis as well as fees paid o non-
executive directors of cornparable companies when undertaking the annual review process.

fach director receives a fee for being a director of the Company.  An additional fee may be payable for gach board
committee on which a director sits which recognises the additional time required by directors who serve on one or more
sub commitiees. At this time there are no additional fees paid to directors who serve on sub cormmittees.

hon-executive directors are not required to hold shares in the Company, however it is considered good governance for
directors to have a stake in the Company whose board on which they sit. The non-executive directors are entitled to
participate in the Grange Rescurces Limited Directors” and Officers’ Option Plan which provides incentives where specified
criteria are met,

Details of the nature and amount of each element of the emolument of each director of the Company and the most highly
paid executive officer of the Company and of the Group paid or payable by the Group during the finandal vear are as
follows,

The remuneration of non-executive directors for the period ending 30 June 2006 is cutlined in Table 1 of this report.

Executive director and senior executive remuneration

Chjective

The Company aims to reward executives with a leve] and cormbination of remuneration commensarate with their position
and responsibilities within the Cormpany that:

+ reward executives for Company performance against targets set by reference to appropriate benchmarks;
+ align the interests of executives with those of shareholders

+ link reward with the strategic goals and performance of the Company; and

+ ensure total remuneration is competitive by market standards.

Structure

try determining the level and carnponents of executive remuneration, the Rernuneration Cormittee considers independent
advice from external consultants in the form of reports detaiding market levels of remuneration for comparable executive
roles.

it is the policy of the Remuneraticn Committee that employment contracts are entered into with all executive directors and
senior executives.

Remuneration consists of the following elements:

*  Fixed remuneration
+ VYariable remuneration (which inciudes short term and long term incentive)

The proportion of fied remuneration and variable remuneration induding incentives is established for each senior
executive by the Remuneration Committee,
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NOTE 26. DIRECTOR AND EXECUTIVE DISCLOSURES (CONTINUED)

{b) Compensation of Key Management Personnel {continued}

Fixed Remuneration

Chjective

The level of fixed remuneration is established to provide a base level of remuneration which is both appropriate o the
component and competitive in the market.

Fixed rernuneration is reviewed annually by the Remuneration Cornmitiee and the process consists of a review of individual
performance, relevant comparative remuneration in the market and internal policies and practices. As noted previously,
the Remuneration Committee considers advice from external advice which is independent of management.

Structure
Seriot executives are given the opportunity 1o receive their fixed rernuneration in 3 variety of forms induding cash and
fringe benefits. The manner of payment chosen is optimal Tor the recipient without creating any undue cost for the
Company.

Variable Remuneration - Short Term Incentive {STH

Chjective

The obiective of the 5Ti program is to link the achievernent of the Company’s operational targets with the remuneration
received by the executives responsible for meeting those targets.

Structure

Actual STl payments granted to senior executives depend on the extent to which specific operating targets set from time
to time are met. The operational targets consist of both financal and non finandal measures of performance. Typically
included are measures such as net profit after tax, risk management and overall contribution.

The aggregate STH payrnents available for executives are subject to the approval of the Remuneration Commitiee with
payrents usually made as a cash bonus.

Operational Targets

Operaticnal targets that senior executives have been striving to achieve during the period have been;

+  Satisfactory completion of the Southdown Magnetite and Kemaman Pellet Plant bankable feasibility study,
Completion of Rescurce drilling at Scuthdown;

Lodgement of the Southdown Public Environrmental Review documentation;

Completion of negotiations for the Southdown slurry pipeline easement;

Successful negotiation of a Pioneer Status package for the Kermaman Pellet Plant, and

Acquisition of a suitable iron ore or coal project in Malaysia or elsewhere in SE Asia.

* * & & &

Variable Remuneration - Long Term Incentive (LT

Chjective

The chijective of the LTI prograr is to reward senior executives in a manner that aigns this element of remuneration with
the creation of long term shareholder wealih,

Structure
LT grants to executives are delivered in the form of an entitlernent to participate in the Grange Resources Limited Directors’
and Officers” Option Plan.

The Company utilises the LTI program 1o link remuneration with the atiainrnent of key performance hurdles in particular
with the development of projects. The use of this performance based program ensures an alignment between comparative
shareholder return and reward for executives.
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NOTE 26. DIRECTOR AND EXECUTIVE DISCLOSURES (CONTINUED)

Compensation of Key Management Personnel - Directors

Short Term Post  Share-Based
Employment Payments
Salary Cash Non Super'n  Options Total % Perf.
& Fees Bonus Cash Related
. . Bonus . .

Directors
Current
A Bohnenn 2006 68,206 - - - - 68,206 -
tAppointed: 1 July 2002} 2005 56,667 - - - - L6667 -
R Krasnoff 2006 - - - 47,163 - 47,163 -
(Appairted: 16 June 200%) 2008 - - - 1,887 - 1,887 -
A+ Mutter 2006 100,856 15,000 - 107,722 - 223,578 6.71%
(Appointed: 24 February 1998) 2008 99,899 - - 104652 - 204,551 -
G B W Wediock 2006 317,702 75,000 - 28,593 338,080 759,375 54.40%
tAppointed: 23 February 2005) 2008 225,692 - - 20,812 180,000 426,004 -
M R Maoser 2006 23,000 - - - - 23,000 -
(Appointed: 15 November 1999) 2005 23,000 - - - - 23,000 -
Formiet
A Rankine-Wilson 2006 - - - - - - -
(Resigned: 17 May 2005) 2005 379,661 - - 21,872 - 401,533 -

Total Remuneration: Directors 2006 509,764 90,000 - 183,478 338,080 1,121,322 38.18%
2008 154,915 - - 148,723 180,000 1,113,642 -

Compensation of Key Management Personnel - Executives

Short Term Post  Share-Based
Employment Payments
Salary Cash Non Other Super'n  Options Total % Perf.
& Fees Bonus Cash Related
. . Bonus .
Executives
Current
S Hall 2006 59,022 15,000 - - 119,25% - 193,277 7.76%
tAppointed: 8 August 2005) 2005 - - - - - - - -
M Marston 2006 129,327 20,000 - - 11,639 - 160,966 12.42%
tAppointed: 21 July 2006} 2008 27 404 - - - 7866 - 85,270 -
hd Muirhead 2006 15,179 - - - 1,366 - 16,545 -
{Appointed: 26 April 2006) 2005 - - - - - - - -
Formiey
C Bryart Z006 144,337 10,000 - - 12,669 - 167,006 5.99%
(Resigned: 30 June 2008) 2008 G3,230) - - - 2,158 - 101,388 -
B {hau 2008 69,431 - - 84,906 4,702 - 159,039 -
(Resigned: 7 April 2006) 2008 68,512 - - - 6,166 - 74,678 -
A C Pismiris 2006 45,364 - - - 21,310 - 66,674 -
(Resigned: 16 Septernber 2005) 2005 121,333 - - - 38,177 - 157510 -
hd Srriith 2006 44,154 10,000 - - B1,154 - 135,308 7.39%
(Resigned: 21 Iuly 2006) 2005 - - - - - - - -
Total Remuneration: Executives 2006 506,814 55,000 - 84,906  252,09% - 898,815 6.12%
2005 370,479 - - - 58387 - 428846 -

Motes:
i, Usdess otherwise discosed, the beginning of the reporting pedod is § July 2005 (2005 1 ludy 20043, Where a Disscior of Executive was appointed during the
year, the beginning of the seporting pericd i the date of appointment;

i Unless otherwise disclosed, the end of the reporting period is 30 June 2006 (2005 30 June 2005). Where a Director or Executive resigned during the year, the
and of the reporting periad is the date of esignation. 89
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NOTE 26. DIRECTOR AND EXECUTIVE DISCLOSURES (CONTINUED)

Compensation by Category: Key Management Personnel

Consolidated Grange Resources Limited
2006 2005 2006 2005

Short-term 1,161,678 1,155,398 1,161,678 1,155,368
Post employment 435,573 207,090 435,573 207,080
Long-term - - - -
Retirernent benefits - - - -
Terrmination benefils 84,906 - 84,906 -
Share-based payments 338,080 180,000 338,080 180,000
2,020,237 1,542,488 2,020,237 1,542,488

{c}

{d)

(e}

)

Compensation Options: Granted and vested during the year
Buring the year, no compensation options were granted or vested.

Shares issued on exercise of compensation options
hio shares were issued on the exercise of compensation options during the year.

Option holdings of Key Managemaent Personnel

Balarice at Granted as Options Balarice at Vested at
1 July 2005 compensation exercised 30 June 2006 30 June 2006
Directors
G L W Wedlock 5,500,000 - - 5,500,000 -
5,500,000 - - 5,500,000 -

All cormpensation options issued to the managing director will vest on the Company achieving key milestones associated
with developrment of the Socuthdown Magnetite Project.

Shareholdings of Key Management Personnel

Balarice at Granted as Options Balarice at Vested at
1 July 2005 compensation exercised 30 June 2006 30 June 2006
Directors
A Bohnenn 12,746,038 - - 524,300 13,270,338
A H Nutter 944,999 - - - 944,999
G L W Wedlock 104,000 - - - 104,000
H R Maoser 4,310,450 - - 100,006 4,415,450
f Krasnoff - - - 50,000 50,000
18,105,487 - - 674,300 18,775,787
Executives
M Marston 740 - - (740 -
740 . . (740) .
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NOTE 26. DIRECTOR AND EXECUTIVE DISCLOSURES (CONTINUED)

{f

{g)

{h

Shareholdings of Key Management Personnel {continued)
All equity transactions with directors and executives have been entered intc under terms no more favourable than those
the entity would have adopted if dealing at arms length.

Other transactions with Directors & Executives
Fees of $60,000 {2G05: $60,000) were paid to Hendygwyn Holding & Beheer bov, of which Mr A Bohnenn is a direcior
and shareholder, under a rnarketing and public refations services agreement.

Employment Contracts with Directors and Executives
Bxcept as discussed below, the following Directors and Executives are employed under contracts of employment for
periods of three years:

A Mutter (Technical Director}

5 Halt (General Manager ~ Business Development)
N Marston {General Manager - Commercial)

M Meuirhead (Group Accountant}

* * ® %

The employment coniracts have standard comimercial terms, including:

* Participation in the Grange Staff Bonus Scheme being a share of the bonus pool as determined by the Remuneration
Comrnittee and Board of the Company.

+ The Birector or Executive may resign frorn their position and thus terminate their employment agreement by providing
three months written notice.
On resignation any options will be forfeited.
The cornpany may terminate the employment agreement by providing three rmonths written notice or by providing
payment for the lesser of twelve months or the unexpired period of this agreernent in leu of giving notice, the
agreemnent will then terminate upon such payment being made.

+ The company may terminate the contract at any time without notice if serious risconduct has occurred. Where
termination with cause occurs the Director or Executive is only entitled to that portion of remuneration that is fixed, and
oy tp to the date of termination. On termination with cause any unvested options will immediately be forfeited.

Managing Director

The Managing Director, Mr Wedlock is ernployed under contact. The current ernployment contract commenced on
1 March 2005 and terminates on 29 February 2008, at which time the Group may choose to commence negotiation to
enter into a new employment contract with My Wedbock,

Mr Wedlock receives fixed remuneration of $370,000 per annum plus 9% superannuation.
The contract provides for partidpation in the Grange Staff Bonus Scheme being a share of the bonus pool as determined
by the Remuneration Cornrrittee and Board of the Cormpany.
+ Following the agreernent entered into by Mr Wedlock and the Company on 26 April 2005 and following sharehoider
approval, Mr Wedlodk was granted the following option package on 2 May 2005
{iy 1,500,080 incentive options exercisahle at $1.25 on or befare 3G June 2007, These unbisted options will not vest
untit Mr Wedlack has achieved Southdown project approvals
{iy 1,500,000 incentive options exercisable at $1.50 on or before 38 June 2008. These unkisted options will not vest
untit Mr Wedlock has achieved Sauthdown project cormnmencement;
{iiiy 1,000,000 incentive options exercisable at $2.50 on or before 30 June 2011, These unbisted options will not vest
untit Mr Wedlock has achieved a payment of $0.05 dividend.
«  Nr Wedlock rnay resign from his position and thus terminate his employment agreement by providing three months
writien notice.
On resignation any options will be forfeited.
The company may terminate this employment agreernent by providing three months written notice or by providing
payment for the lesser of twelve months or the unexpired period of this agreerment in Heu of giving notice, the
agreernent will then terminate upon such payment being rmade.
+ The company may terminate the contract at any time without notice if serious rrisconduct has cccurred. Where
termination with cause occurs the Managing Director is only entitled to that portion of remuneration that is fixed, and
ordy tp to the date of termination. On termination with cause any unvested options will immediately be forfeited.
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NOTE 27. RELATED PARTY DISCLOSURE

Uktimate parent
Grange Resources Limited is the ulimate Australian holding company of the Group.

Consolidated

2006 2005

H

Wholly-owned group transactions

Grange Resources Limited

2006 2005

Aggregate amounts receivable at balance date from:
Controlled entities (i) -
Provisicn for non-recovery -

12,125,241 12,778,150
{11,078,949) (12,092,225}

1,046,292 685,965

Aggregate amounts payable at balance date to:
Controlled entities -

32,406,794 23,013,852

32,406,794 23,013,852

iy Loans from controlled entities are interest free and repayable on demand.

Other related party transactions
Fees of $60,008 paid to Hendygwyn Holdings and Beheer b.v, of which Mr Bohrnenn
marketing and public relations services agreement.

Transactions with related parties, other than whoily owned subsidiaries, are made
conditions unless otherwise stated.

is a ditector and shareholder, under a

under normal commescial terms and
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NOTE 28. SEGMENT INFORMATION

{a) Geographic Segments
The Group operates predominantly in cne gecgraphic segment, Australia.

{b) Industry Segments
The Group operates predorninantly in the mining and exploration industry and has progressively wound up its interests in
the technology and financial services industry.

Mining & Exploration Finandal Services & Consolidated
Activities Technology Activities

2006 2005 2006 2005 2006 2005
Revenue and other income
Sales revenue and royalties 9,761,786 6,463,210 - - 4,761,786 6,463,210
Interest revenue 634,107 645 603 634107 845,603
Cther income 489,751 27,153 - - 489,751 27,153
Total segment revenue and
other income 10,885,644 7,135,966 - - 15,885,644 7,135,966
Unallocated revenue - -
Total consolidated revenue and other income 13,885,644 7.135,966
Results
Segment results 1,935,930  {5,247,836) - {75,465) 1,935,930 (5,273,301}
Unallccated expenses - -
Unallocated revenue - -
Group profitfioss; from ordinary activities before income tax 1,935,93C (5,273,301}
Income tax expense - -
Group profitfioss; from ordinary activities after income tax 1,935,93C (5,093,301}
Assets
Segment assets 38,766,531 23,625,421 - 67,981 38,766,531 22,693,402
Unallocated assets - -
Total assets 38,766,531 22,693,402
Liabitities
Segment liabilities 4,881,550 4543 699 - - 4,881,550 4,543,699
Unallocated liakilities - -
Total Habilities 4,881,550 4,543,699
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NOTE 28. SEGMENT INFORMATION (CONTINUED)

{b) Industry Segments {continued)

Mining & Exploration Finandal Services & Consolidated
Activities Technology Activities

2006 2005 2006 2005 2006 2005
Other segment information:
Acquisition of property, phant and
equipment, intangible assets and
other non current assets 615,050 153,999 - - 615,050 198,999
Depreciation and amortisation 370,405 832,532 - - 370,405 832,532
Non cash EXPENSes other than
depreciation and amortisation * 1,421,568 1,855,359 - - 1,421,568 1,855,359

* Non cash expenses include accruals, foreign exchange gain / loss and share-based payments,




NOTE 29. FINANCIAL INSTRUMENTS

Fair value

, GRANGE

RESOURCES LIMITED

Set out below is a camparison by category of carying amounts and fair values of all of the Group’s financial instruments

recognised in the financial statements.

Carrying Amount Fair Value

2006 2005 2006 2005
CONSOLIBATED
Financial Assets
Cash 2,087,202 146,092 2,087,202 146,092
Cash - loint Ventutes 218,935 262,037 218,935 262,037
Short term deposits 6,000,000 2,320,665 6,000,000 2,330,655
Trade receivables 3,560,065 1,380,729 3,560,06% 1,380,729
Prepgayments 53,194 54,018 53,194 54,018
Financial Liabilities
Trade and other payables 1,165,123 2,505,765 1,165,123 2,505,765
Current income tay liabilities 34,365 34,365 34,365 34,365
PARENT
Financial Assets
Cash 2,087,202 76,597 2,087,202 76,597
Short term deposits £,000,00C 4,459,114 6£,000,00C 4,459,114
Trade receivables 1,327,242 986,736 1,327,242 986,736
Prepgayments 53,194 54,018 53,194 54,018
Financial Liabilities
Trade and other payables 1,022,973 1,459,854 1,022,973 1,459,854
Current income tay liabilities 34,365 34,365 34,365 34,365

Shares in controlied entities are excluded fram the above as these are accounted for at cost in accordance with AASB 127,

{a) Financial Risk Management Policy
The Group's principal financial instrurmnents cash, security deposits and short-term deposits.

The rnain purpose of these financial instrurnents is to raise finance for the Group operations. The Group has various
other financial assets and lisbilities such as trade receivables and trade payables, which arise directly from its operations.
it is, and has been throughout the period under review, the Group's policy that no trading in financial instruments shall
be undertaken. Being at an exploration stage, the Group has limited exposure to risks arising from the Group's financial

nstruments,

As the Group moves inlo a development and production phase the Group's exposure to commodity price risk, foreign
currency risk and credit risk are expected to increase significantly. The Board wilt set appropriate policies to manage these

risks dependent on rmarket conditions and requirements at that time.

Details of the significant accounting policies and methods adopted, induding the criteria for recognition, the basis of
rneasurement and the basis on which income and expenses are recognised, in respect of each class of financial asset,

financial liabifity and equity instrument are disclosed in note 2 to the financial statements.
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NOTE 29. FINANCIAL INSTRUMENTS (CONTINUED)

{b) Interest rate risk

The following table sets cut the carrying amount of the financial instruments exposed 1o interest rate risk:

2006 2006 2006 2005 2005 2005
Floating Non- Total Floating Non- Total
interest interest Interest lnterest
Rate Bearing Rate Bearing
CONSOLIDATED § §
Financial Assets
Cash at bank 2,306,137 - 2,306,137 408,129 - 408,129
Cash on deposit ,000,000 - 6,000,000 8330665 - 8,330,665
Receivables - 3,422,569 3,422,569 - 1,684,184 1,684,184
Security deposits 2,849,180 - 2,849,180 2,855,433 - 2,856,433
11,155,317 3,422,569 14,577,886 11,595,227 1,684,184 13273411
Weighted average interest rate 5.24% 5.24%
Finarncial Liabilities
Trade and other payabies - 1,165,123 1,165,123 - 2,505,765 2,505,765
- 1,165,123 1,165,123 - 2,505,765 2,505,765
PARENT
Financial Assets
Cash at bank 2,087,202 - 2,087,202 75,597 - 76,597
Cash on deposit ,000,000 -~ B,000,000 4,459,114 - 4.453,114
Receivables - 2,236,034 2,236,034 - 1,672,701 1,672,701
Security deposits 1,272,572 - 1,272,572 1,371,637 - 1,371,637
§,359,774 2,236,034 11,595,808 5,507,348 1,672,701 7,580,049
Weighted average interest rate 5.36% 5.49%
PARENT
Financial Liabilities
Trade and other payables . 1,022,873 1,022,973 - 1,459,854 1,459,854
1,822,973 1,822,973 - 1,450,854 1,459,854
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b) Net Fair Values
All financial assets and labilities have been recognised at the balance date at their net fair values

Cash, cash equivalents and security deposits: The carrying amount approxirnates fair value because of their short term to
Fnaturity.

Trade receivable and trade creditors: The carrying amount approximates fair value

¢} Credit Risk
The consolidated entities maximum exposure to credit risk at reporting date in relation to each class of recognised financial

assets is the carrying amount of those assets as indicated in the statement of financial position.

The company mhnirmises concentration of credit risk in relation fo trade receivables by undertaking transactions with
repltable customers and undertaking reasonable steps to ensue credit worthiness of customers.

NOTE 30. TRANSITION TO AIFRS

For all periods up to and including the year ended 30 june 2005, the Group prepared its financial statements in accordance
with Australian generally accepted accounting practice {AGAAP). These finandal statements for the year ended 30 June 2006
are the first the Group is required to prepare in accordance with Australian equivalents to International Financial Reporting
Standarads (AIFRS).

Accordingly, the Group has prepared finandial staternents that comply with AIFRS applicable for period beginning on or after
1 lanuary 2005 and the significant accounting policies meeting those requirements are described in note 2. In preparing these
financial staterments, the Group has started from an ocpening balance sheet as at 1 July 2004, the Group's date of {ransition
o AIFRS, and made those changes in accounting polices and other restatements required by AASB 1 First time adoption of
AFRS.

This note explains the principal adjustrments made by the Group in restating its AGAAP balance sheet as at 1 july 2004 and its
previously published AGAAP finandial statements for the year ended 30 June 2005.

Exernptions applied:
AASBE 1 allows first-time adopters certain exemptions from the general requirement to apply AFRS retrospectively.
The Group has taken the following exernptions:

»  Cormnparative information for finandal instruments is prepared in accordance with AGAAP and the company and Group
have adopted AASE 132 Financial instruments: Disclosure and Presentation and AMASB 139 Financial Instrurnents:
Recognition and Measurement from 1 July 2005

»  AAMSB 2 Share based payment transactions has not been applied o any equity instrurnent that were granted on or before
7 Novernber 2002 that vested before 1 January 2005,

Explanation of material adjustments to the cash flow staterent
There are no material differences between the cash flow statement presented under AIFRS and the cash flow statement
presented under previous AGAAP

97




98

impact of adoption of AIFRS
The inpacts of adopting AIFRS on the total equity and profit after tax as reported under Australian Accounting Standards
applicable before 1 July 2005 {"AGAMP™) are illustrated below.

(i} Reconciliation of totaf equity as presented under AGAAP to that under AIFRS

CONSOLIDATED
Total equily under AGAAP

Adjustrnents to accurnulated fosses (net of tax)
Recognition of share-based payrment expense (i)
Adjustrnents to other reserves {net of tax)
Recognition of share-based payment expense (4)

Total equity under AIFRS

PARENT
Total equily under AGAAP

Adjustrnents to accurnulated fosses (net of tax)
Recognition of share-based payrment expense (4)
Adjustrnents to other reserves {net of tax)
Recognition of share-based payment expense (4)

Total equity under AIFRS

30 June 2005 1 July 2004

19,145,763 17,138,162
{180,000 -
180,000 -
19,149,703 17,138,162
{5,690,074) (10,435,257}
{180,000 -
180,000 -
{5.690,074) {10,435,257)

{iy  Under AASE 2 Share-based payrnents, the Group recognises the fair value of options granted to executives and directors
as rernuneration as an expense on a pro rata basis over the vesting period in the income statement with a correspending

adjustment to equity. Share-based payments are not recognised under AGAAPR

Management has decided to adopt the AASB 1 First Time Adoption of Australian Eguivalent to International Financial
Reporting Standards transitional arrangernents which allow companies not to fully retrospectively apply AASB 2 Share-
based payments. Under the terrns of the transiticnal arrangements the cost of options issued after 7 Nov 2002 which had

not vested at 1 Jan 2005 have been recognised in the income statement.

The Company has adopted the exemnpticns from having to apply AASB 132 and AASB 139 to the comparative period.

{in  Reconciliation of profit after tax under AGAAP to that under AIFRS

Profit 7 {loss}) after tax as previously reported

Share-based payment expense {i}

Net profit under AIFRS

Consolidated Parent
30 lune 2005 1 luly 2004
{5,083,307) (2,359,659
{180,000 {180,000}
(5,273,301} (2,539,659)

{iy  Share-based payment costs are charged to the income staterment under AASE 2 'Share-based payment’ but not under

AGALF
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In accordance with a resolation of the Board of Directors of Grange Resources Lirnited, | state that:

{1} In the opinion of the directors:

{a} the financial staternents and notes of the Company and of the Group are in accordance with the Corporations Act
2001, induding:

(i} gwing a true and fair view of the Company's and Group’s finandal position as at 30 june 2006 and of their
performance for the year ended on that date; and

{iiy complying with Accounting Standards and Corporations Regulations 2801; and

{b} there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due
and payable.

{2} This declaration has been made after receiving the dedlarations required 10 be made to the directors in accordance with
Section 295(A} of the Corporations Act 20017 for the financial period ending 30 June 20086,

On behalf of the Board

Pvl

ANTHONY BOHNENN
CHAIRMANM

Dated this 29th day of September 2006

Perth, Western Australia
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Independent andit report to members of Grange Resources Limiled

Seope

Thee fincancial repore and divectors ' responsibiliny

The financial report comprises the balance sheet, income statement, statemnent of changes in equity,
staterent of cash flows, sccompanying notes to the fiaancial statements, and the directors” declaration for
Grange Resources Limbted {the compaty) and the consolidated entity, lor the year ended 38 bune 2006, The
consolidated entily comprises both the company and the entities it controlled during thay year.

The directors of the company are responsible for preparing a financial report that gives a true and fair view
of the fnsncial position and performance of the company and the consolidated enfily, and that complies with
Accounting Standards in Avstralis, in sccordance with the Corporasions Act 2007, This includes
responsibifity for the mainterance of adequate accounting records and internal controls that are designed 1©
prevent and derect fraud snd ervor, and for the accounting policies and accounting estimates inherent inthe
fimancial report.

Auwdir approach

We conducted an independent audit of the financial report in order o express an opinion to the members of
the company. Our audit was conducted in accordance with Australlan Auditing Standards. in order to
provide reasonpble assurance as to whether the financial report is free of material misstatement. The mature
of an audi is influenced by factors such as the use of professional judgement. selective festing, the inherent
limnitations of internal control, and the avarlability of persuasive sather than conclusive evidence, Theretore,
an audit cannot suarantee that all material misstatements have been detected.

We performed procedures 1o assess whether in all material respects the financial reporl presents fairly, in
accordance with the Corporations Aci 2007, including compHance with Accounting Standards in Ausiralia,
and other mandatory financial reporting reguirements in Australia, a view which is consistent with our
mnderstanding of the company’s and the consolidated entity’s financial position, and of their performance as
represented by the resulls of their operations and cash flows.

We formed owr audit opinion on the basis of these proseduses, which included:
. examining, on & test basis, information to provide evidence supporting the amounts and disclosures
in the financial report; and

. assessing the appropriateness of the accounting polivies and disclosures used and the reasonableness
of significant secounting estimates made by the directors.

While we considered the effectiveness of management’s internal controbs over financial reporting when
determining the pature and extent of our procedures, our andit was not designed to provide sssurance on
internal controls.

We performed procedures 1o assess whether the substance of business {ransactions was accurately reflecled
in the financial report. These and our other procedures did noy inclinde consideration or judgement of the
appropriateness or reasonabloness of the business plans or strategies adopted by the directors and
management of the company,
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Independence

We are independent of the company and the consolidated entity and have met the independence requirements
of Australian professionn] ethical pronouncements and the Corporations Act 2001 We have given to the
directors of the company a written Awditor’s Independence Declaration, a copy of which is mcluded in the
Directors” Report. In addition o our audit of the financial report, we were engaged to undertake the services
disclosed in the notes 1o the financial statements. The provision of these services has not mpaired our

independence,

Audit opinion

in our opinion, the financial report of Grange Resources Limited is in accordance with:
{a) the Corporations Act 2001, including:

(i} giving a frue sad fair view of the financial position of Grange Resources Limited and the
consolidated eatity at 30 June 2006 and of their performance for the vear ended on that darg;
and

(it} complying with Accoursting Standards in Australia and the Corporations Regulations 2000,
and

(b} other mandatory financial reporting requirements in Australia.

me_a
T

Fornst & Young

77?‘;;

VW Tidy

Partner

Perth

26 September 2006
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Additional information required by the Australian Stock Exchange Limited and not shown elsewhere in this report is as follows.
The information is current as at 29 Seplember 2006;

ORDINARY SHARES

1.

Twenty Largest Shareholders
The twenty largest holders of ordinary fully paid shares are listed below:

Name Number %
ANZ Nominees Ltd 32,143,651 33.82
Mational Nominees Lid 28,404,188 29.85
Westpac Custodian Nominees Lid 10,680,193 11.24
Citicorp Nominees Pty Lid 4,615,404 4.86
Zero Norninees Pty Ltd 1,508,260 1.59
1 P Morgan Nominees Australia Ltd 1,043,167 1.10
Mr Hans-Rudolf Moser 860,450 0.91
Mr Alexander Henry Nutier 750,000 0.759
ACP Investments Pty Ltd 600,060 0.63
Br Salir Cassim 536,308 0.56
Br Salirn Cassim 530,000 0.56
¥ing Chong Chai 470,900 0.50
Mr Antonius Clemens Mara Bohnenn 446,350 0.47
Colvic Pty Lid 432,593 0.46
Merrill Lynch (Aastralia) Nominees Pty Lid 382,331 0.40
Meridan Holdings Pty Ltd 356,000 0.37
Mr King Chong Chau 304,000 032
HSBC 274,661 0.25
Machinery Automation & Robotics Pty Lid 259,824 027
Colvic Pty Lid 207,407 0.22
84,802,637 89.25
Distribution of Shareholders
{a} Analysis of nurnber of shareholders by size and holding:
Category of shareholding Number of shareholders
11,080 234
1,081 - 5,000 500
5,031 - 15,060 197
16,601 - 100,000 187
100,001 ~ and over 27
TOTAL 1,145

{b} There are 45 holders of ordinary shares each holding less than a marketable parcel.




3. Voting Rights
All shares carry one vote per share without restriction,

&, Substantial Shareholders

, GRANGE

RESOURCES LIMITED

An extract of the Company's Register of Substantial Shareholders is set out below:

Number of fully

Percentage of

paid shares issued capital
Name
Anthony Bohnenn 13,326,338 14.02
RAB Special Situations (Master) Fund Limited 9,504,000 5.47
UNQUOTED SECURITIES
The Company has the following unguoted securities on issue:
Number of Number of

Class of Security

securities on lssue

security holders

50 cent options expiring 30 June 2007
$1.25 options expiring 30 kune 2007
$1.50 options expiring 30 kune 2007
$2.50 options expiring 30 lune 2007

1,500,000
1,500,000
1,500,000
1,000,000
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PROSPECT TENEMENT INTEREST PROSPECT TENEMENT INTEREST

Wastern Australia Gueensland
orseshoe Lights . L52/42-45 0% {1} Mt Windsor 3V fAL 1571 30% {10
—_— B o — 1734 0% (10)
............................... N o s RwrT 0% (10
............................... N B ) YR 30% (10)
...................................................... T7es 0% 100
Thaduma T - T o 13530 0% 10
eenragon Sy T R —
—_— Northern Territory
Wembley M52/801 100% (315} it Samuel o hALC 49 50% {113{14) (1%)
.............................. N ORI S Rrwwep T50% (121 051
...................................................... it o0 5% (12 (18 (15)
Horseshoe South M52/558 wowy | T hLC 617 859 (123 (14) (15)
- Ny e VErTY 12 () (15)
........................................................ o 1 0% A3 (15)
bercromby Well IV M53/336 wee | PACC 212 859 (12 (13 (15)
-_ - e 287958 100% (13 (15)
wdm T e N R — e 308 5% (12)(15)
—- A - e 2aa 0% A8 (15
reohon sovthwrest | omee P I —
—_— et VEEpep— RS
FT— NETTop = — e 3403 0% (15)
—_—— B T
............................... Ny = T LT %R E)
.............................. 527755301 8 e ers 85% (114) (15)
............................... T2/305500 =
............................... By o 2ga Kion (S Ry RS
Southdown pT0/433 100% (9) Black Cat RACC 338-339 T00%(14) {15}
Mo e 100% ) ot
.............................. N 100% ) - —_—
.......................... L70/a7 100% (2) Bukit tharm U ppOAS2005 51% {16}
.............................. o 0% )
............................... e 0% )

Under application.

Subject 1o exercise of option by hurchison Coppar Mines Pty Ltd

Subject 1o option sgreerment with Gleneagle Seld Limited

1
2
3
4 Subject 1o 5% Net Smelter Raturn royalty with Trans-Global Resources ML,
5, Subject 1o 1% Met Sraelter Return rovadty with Lec Minerals (Auostraliay ML
2 Subject 1o joint venture agreement with MP Mickel Pty L1d.

i Royaity interest weith Barrick (FDY Austratia timited.

2] Royaity interest weith Barrick Godd of Avstralia Limited.

4

Subject to conditional purchase agreement with Giobal Doctar Pty Lid

10, Subject 1o joint ventuse agreament with Thalanga Copper Mines Pty Limited.

11, Subject 1o joint venture agreement with Santexco Ply Lid,
12, Subject o joint venture agreement with W & LD Appel.
13, Subject 1o option agreament with J.L. Love & G2 Hamilton.
14, Subject to 2% et Profit Royalty with Lytton Morineas Pty £1d and Moobion Pty Ltd.
1% Subject to Farm in agreamant with Westgold Resources ML

16, Subject o joint ventuse agreement with Esperance Mising Sdn Bhd,
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