HILLGROVE

Wednesday, 10 January 2007.

OPTION EXERCISE RAISES $7.6 MILLION

93.5% of Options Exercised - Remainder Underwritten

Hillgrove Resources Limited (ASX:HGO) advises that option holders have exercised
93.5% of its 20c Options (ASX:HGOOA) which expired on 31 December 2006. The
unexercised options which have now expired are the subject of underwriting
agreements, as previously announced on 28 Ociober 2006. A total of $7.61M has
been raised from the issue of the 31 December 2006 options.

The Company will allot 30,336,998 shares foday; an Appendix 3B follows this
announcement.

The Board is delighted with this strong support for the Company and its Kanmantoo
Copper Project. The Company is now well funded and will continue to move forward
with the Definitive Feasibility Study of the Kanmantoo Copper Project.

About Hillgrove

Hillgrove is an Australian resources company listed on the Australian Stock
Exchange which focuses on identifying resources opportunities that can either be
brought into production readily or those where there is a clearly defined value adding
route within a clearly understood risk environment. Commodities that are of particular
interest include copper, gold, garnet, silver, lead, zinc, uranium and natural gas.

Hillgrove is exploring a total of 874 km? in the Kanmantoo Trough and the Gawler
Craton, two of the most prospective regions of South Australia, for copper and gold.

Hillgrove is launching a Definitive Feasibilily Study of the re-development of the
Kanmantoo Copper Mine, a potential mid-tier copper producer, where it has
established an Indicated and Inferred Resource of 28 MT grading 0.94% copper and
0.20 g/t gold. Additionally, the copper/gold mineralisation is associated with what is
thought to be a World Class resource of garnet which has application as an abrasive.

In October 2005 Hillgrove announced a strategic alliance with Sempra Metals &
Concentrates, a subsidiary of Fortune 500 Company Sempra Energy, involving an $8
million equity and debt package to assist the development of Kanmantoo.

Hillgrove Resources Limited
ACN 004 257 116
Level 41 Australia Square Tower, 264 George Street, Sydney NSW 2000
Tel: 02 8221 0404 Fax: 02 8221 0407
www hillgroveresources.com.au



The Company has an initial strategic 19.9% shareholding in Eastern Star Gas
Limited (fully diluted 28% interest) which is an integrated natural gas and electricity
production company with a focus on developing gas reserves for the major Eastern
Australian Market.

Hillgrove has a 31% shareholding in InterMet Resources Limited (ASXATT} which

has an extensive portfolio of exploration interests in South Australia targeting IGCG
deposits, gold, nickel and uranium.

For more information contact:

Mr David Archer Mrian Kirkham

Managing Director Chief Financial Officer
Hillgrove Resources Limited Hillgrove Resources Limited
Tel: +61 2 8221 0404 Tel: +61 2 8221 0404
Mobile: 0414 737 767 Mobile: 0416 157 442

For Media Enquiries:

Mr Brian Thornton
Managing Director
Farrington National
Tel: +61 2 9332 4448
Mobile: 0411 366 668

Hillgrove Resources Limited



Appendix 3B
New issue announcemnent

Rude 2.7, 3003, 3.10.4, 3.10.5

Appendix 3B

New issue announcement,
application for quotation of additional securities
and agreement

Information or documents not available now st be given to ASX as soon as avaifoble. Information and documents
given to ASX become ASX s properiv and may be made public.

Introduced 177406, Origing Appendiz 3. Amended 17798, FAROS, 1772000, 30202000, § 1752602, 17572403

Name of entity

HILLGROVE RESOURCES LIMITED

ABN
73 004 267 116

We (the entity) give ASX the following information.

Part1 - All issues

You must complete the relevant sections fattach sheets if there is nof enough space).

1 *Class of Tsecurities issued or to be issued Ordinary Shares

2 Number of “securities lssued or fo be
tssued (if known) or maximum number 30,336,998 fully paid ordinary shares
which may be issued

3 Principal terms of the “securities (eg, if | Fully Paid Shares — N/A
oplions, exercise price and expiry date; if
partly  paid  “securities, the amount
outstanding and due dates for payment; if
*convertible securitics, the conversion price
and dates for conversion)

+ See chapter 19 for defined terms.
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Do the “securities rank equally in all

respects from the date of allotment with an

existing *class of quoted “securities?

If the additional securities do not rank

equally, please state:

¢ the dai¢ from which they do

¢ the extent to which they participate for
the next dividend, (in the case of a frust,
digiribution) or inferest payment

s the extent to which they do not rank
equaltly, other than in relation fo the next

dividend,  distribution or  inferest
payment

Issue price or consideration

Purpose of the issue

{(If issued as consideration for the

acquisition of assets, clearly identify those
assets)

Dates of entering  “securities  into
uncertilicated holdings or despateh of
certificates

Neomber and *class of all Fsecurifies quoted on
ASX fAncleding the securities in clause 2 i
applicable)

Yes

20 cents per share

Exercise of 30,336,998
Dec 06 options for fully paid shares

11 January 2007

Number *Class

220,133,361 Fully Paid

Ordinary Shares

+ See chapter 19 for defined terms.

1172603

Appendix 3B Page 2




Appendix 3B
New issue announcemnent

16

Part 2 - Bonus issue or pro rata issue

13!

12

14

15

16

17

Number and “class of all “securifies not
gquoted on ASX {including the securities in
clause 2 if applicable)

Dividend policy {in the case of a trust,
distribution policy) on the increased eapital
{inlerests)

Is security holder approval required?
Is the issue renounceable  or  aon-
renounceable?

Ratio m which the “securities will be
offered

*Class of *securities o which the offer
refates

“Record date to determine entitlements
Will holdings on different registers {or
subregisters) be aggregated for calculating

entitlemenis?

Policy for deciding entitlements in relation
to fractions

Number “Class
Unlisted ESOP & ExSOP
Options expiring:
B 3,340,000 B 28/10/2009 (@ $0.20
¥ 3,750,600 ¥O8/272011 @ %016
> 400,000 »15/12/2011 @ %036
Unlisted Options expiring:
300,000 B 31/03/2007 (@ $0.20
7,500,000 » 31172009 (@ $0.30
» 5,000,000 B30/ 6/2009 @ $0.30
5 10,000,000 B 24/10/2011 (@ $0.30
5 8,000,000 B 30/ 9/2010 @ $0.40
Unlisted Unsecured
Convertible Notes
converling on or before:
2,000,000 ¥ 20/10/2010 @@ $1
¥ 2,060,000 ¥ 2B/04/2011 @ $1
2,000,000 B 29/1172011 @ %1

+ See chapter 19 for defined terms.
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18

19

20

21

22

23

24

25

26

27

28

29

36

31

32

Names of couniries in which the entity hag
“security holders whe will not be sent new
issue docurments

Mete: Security holders st be todd bow their entitlements ase
s be dealt with.

Cross reference: mbe 7.7,

Closing date for receipt of acceptances or
renunciations

Names of any underwrilers

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the broker to
the issue

Amount of any handling fee payable to
brokers  who lodge  acceptances or
renunciations on behalf of “security holders

If the issue is comtingent on “security
holders’ approval, the date of the meeting

Date entitlement and acceptance form and
prospectus or Product Disclosure Statement
will be sent to persons entiiled

If the entity has issued options, and the
terms entitle opiion holders to participate on
exercise, the date on which notices will be
sent to option holders

Date rights trading will begin (if applicable)

Date rights frading will end (if applieable)

How do ‘security holders sell  their
entitternents in fidl through a broker?

How do *security holders sell part of their
entitlermnents through a broker and accept for
the balance?

How do “security holders dispese of their
entitlements {except by sale (hrough a
broker)?

+ See chapter 19 for defined terms.
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33 “Despateh date

Part 3 - Quotation of securities

You need only complete this section if you are applying for guotation of securities

34 Type of securities
{fick one)

{a} X Securilies described in Part 1

by All other securities

Example: restricted securitics at the end of the escrowed period, partdy paid securiies that becorme fully paid, emplovee incentive
alare securities when restriction ends, secorifies issued on expiry or conversion of conventible securiies

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

fick to indicate you are providing the information or documents

35 If the “securities are “equity securities, the names of the 20 largest holders of the additional

“securities, and the number and percentage of additional *securities held by those holders

36 If the “securities are “equity securities, a distribution schedule of the additional *securities
setting out the number of holders in the categories

1 - 1,600

1,061 - 5,060

5,001 - 10,600

10,601 - 100,600

160,001 and over

37 A copy of any trust deed for the additional *securities

Entities that have ticked box 34(b)

38 Number of securities for which "quotation i
sought

39 Clasy of *securities for which guotation is
sought

+ See chapter 19 for defined terms.
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46 Do the “‘securities r1ank equally in ail
respects from the date of allotment with an
existing *class of quoted “securities?

If the additional securities do not rank

equally, please state:

¢ the dai¢ from which they do

¢ the extent to which they participate for
the next dividend, (in the case of a frust,
digiribution) or inferest payment

s the extent to which they do not rank
equaltly, other than in relation fo the next
dividend,  distribution  or  inferest
payment

41 Reason for request for guotation now
Example: bn the case of reatricterd seeorites, end of restriction

neriod

(il issued upon conversion of another
security, clearly identify that other security)

Number “Class
42 Number and “elass of all *securities guoted
on ASX {including the securilies in clause
38)
Quotation agreement
| *Quotation of our additional *securities is in ASX’s absolute discretion. ASX may quote
the "securities on any conditions it decides.
2 We warrant the following to ASX.
. The issue of the *securities to be quoted complies with the law and is not for an
illegal purpose.
. There is no reason why those “securifies should not be granted *quotation.
» An offer of the “securities for sale within 12 months after their issue wiil not
require disclosure under section 7G7(3) or section 1012C¢6) of the Corporations
Act.
Node: An entity may aced to obiain appropriate warranties from subseribers for the secarities in order to be able to give this
WREEATHY
. Section 724 or section 1016 of the Corporations Act does not apply to any

applications received by us in relation to any “securities fo be guoted and that no-
one has any right to return any *securities to be quoted under sections 737, 738 or
116F of the Corporations Act at the time that we request that the “securities be
quoted.

+ See chapter 19 for defined terms.
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. We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoted, it has been provided at
the time that we request that the “securities be quoted.

. If we are a trust, we warrant that no person has the right to return the *securities to
be quoted under section 10198 of the Corporations Act at the time that we request
that the *securities be quoted.

3 We will indemnify ASX to the fullest extent permitied by law in respect of any claim,
action or expense arising from or connected with any breach of the warranties in this
agreement.

4 We give ASX the information and documents reguired by this form. If any information or
document not available now, will give it to ASX before “quotation of the *securities begins.
We acknowledge that ASX is relying on the information and documents. We warrant that
they are (will be) frue and complete.

Sign here: Date: 10 January 2007

{Company Secretary)
Print name: ... lan Kirkham............

+ See chapter 19 for defined terms.
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