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Exploration at Ravensthorpe conrinued throughour the year and predominanty

concentrated on the search for nickel sulphide deposies with lesser emphasis on iron
ore and gold. Elsewhere in Western Australia, Traka has broadened ies exploration
focus through applicarions for tenements which cover a portion of the large Giles
Mafic/Ultramafic Complex near Mt Blyth.

Listed below are some details of & busy year-

* Total “in-ground” exploration expenditure was $2,205,000 comprising
k

9
Fa
expenditure of $822,550 by Traka and $1,382,450 by our joint venture partners,

* 5,503 metres of RO drilling was completed at a cost of $402,360.
* 4615 geochemical samples were callected and assaved at a cost of 3104,486.
v 220 line kilometres of geophysical surveys for a cost of $443,560.

* 437 peologist man days for a cost of $284,670.

“Whilst the technical description purs the seatistics into perspective a simpler view
point is that as long as a company can maintain a signibicant interest in its ventures
together with a high level of explovation activity it remains positioned to reap the
rewards of exploration success. I believe we can look very favorably to an exciting

TIEW Yeur.

Befare proceeding with my technical review, Twould like to deaw your actention

to the recent departure of Des Kelly our Company Secretary. Des has left Traka to
comcentrate on his other business affairs but we would tike to rake this epportunity o
wish him the very best for his furure and thank him very sincerely for the support and
assistance he provided the company during its formative stage and aver the last three
years. Mr Peter Ruttledge is our new Company Secretary. Peter brings with hima
wealth of experience in the resource industry and we welcome him to our team.”
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This praject remains the Company’s primary asset and
facus. Initial exploration by Teaka highlighted numerous
prospective exploration targets. In order to accelerate
the exploration program while recognising the
company’s lirnited cash reserves, it was decided ro seek 2
joink venture partner.

An oprion o enter into joint venture was granted to
Independence Group NL (IGO0} on the 26th October
2005, IG(Y s a very successful mid-tier nickel mining
company with aperations in the Kambalda region

of Western Australia, It has the capacity o fund an
agpressive ongoing exploration program and manage any
mining project that may result.

In the kst ten months TGO has funded, under Traka'’s
manAagement, a very aggressive exploration progeam and
by September 2006 had completed the initial commirted
expendirure of $1,500,00C. It is & measure of the high

regard in which GO holds the Ravensthorpe project

that it has elecred to exercise its option and commence
earning an interest by sole funding joine venture
exploration.

Under the joint venture terms 1060 can earna 51%
interest by carrying out minimum additional expendirure
of 53,000,000 by the 31st December 2009, Traks may
then elect to contribute to future expenditure and retain
a 49% interest or reduce its equity o 30% by electing to
he free carried from that date through e g decision to
mine.

Traka'’s rovalty interests in the nickel laterite potential
of the area as well as any iron ore development on the
project tenements are excluded from the joint venture

with GO,

A description of the work underway and the resules
achieved to date follows. For ease of reference the
Ravenstharpe Nickel Profect is split into four smaller
areas {Figure 1)

- RAVE .
- [Tectonic} -

Figure 1. Ravensthorpe Nickel Project Location Plan
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The Jerdacuttup Area:

The first two years of exploration activity involving
systematic geological, geachemical and geophysical
surveys in the Jerdacutrup region resulted in the

s
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delineation of numerous drill targers along two main

attramafic harizons extending over about 12 kilomerres
strike lengeh (Figure 2}
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Figure 2. Geology plan of the Terdacutrup Area showing rargets
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Coincident with the executing of the oprion with

IGOY, a decision was made to complete Moving Loap
Eleceromagnetic {“MLEM”} geophysical survey coverage
of the Jerdacutrup area and in particular the northem
mast wnit of the twe main uliramafic horizons (Figure3 )
This decision delayed some follow-up drilling programs

but was considered an imporeant and necessary step to
assist in the accurate ranking of rargets.

Drilling eperations have recently recommenced and

it is expected that drilling will now form the bulk of
exploration activity in the Jerdacutrup area during the
coming year.
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Figure 3. Flan of the Jerdacuttup area showing an image of the MLEM survey

S00€ [HOJIH W INNY AL $S3IUAGSIY WIVHL | n




9002 140430 TYINNY GILIAI S30HR0SIY WIvEL | ©

RC and diamond
drillholes
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Figure 4. Gieology plan of RAV 4 West showing select drill hole intersections

The prospect currently receiving the most attention
is RAV 4 West. Frevious work by other parties many
years ago as well as Traka's work last year highligheed
a shatlow south dipping nickel body extending below
a gossan. Previous intersections included 3.4 metres
& 3.2% nickel 2. 4metres @ 6.5% nickel, 2.6 metres
@ 7.9% nickel and 3 metres @ 2.97% nickel {Figure
43, These intersections are made within brecein and
seringer style mineralisation associated with low sulphide
but very high nickel tenure zones partly made up of
supergene enriched violarite mineralisarion,

This style of mineralisation resembles that of the RAV
8 Mine where Tectonic Resource Lrd mined 443,000
tonnes @ 3.46% nickel for 15,350 tonnes of contained
nickel.

The RAV 4 West target strikes aver about 500 metres
and has been drilled in an irregular fashion to aboue 120
metres vertical depth. Minevalisation is open at depth
and is located on the basal contact of an ultramatic

unit in contact with quartzite. Low angle structures and
some granite and dolerite intrusives locatly disrupr the
stracigraphic sequence and mineralisation; otherwise the

geological setting is very favourable for channel style

nickel mineralization,

Past drilling at RAV 4 West and also at the aearby RAV
4 and RAV | rargets cutlined broad, modest grade sones
of nicked sulphide mineralization at shallow depth, A

preliminary economic assessment is now being carried
out by 1GO to determine whether these deposits may be
mined profitably given the enhanced value of nickel and

the outlook for continued strong nickel demand.
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The Kt Short Area:

The Mt Short area has also recently been subjected to
a systermatic MLEM survey covering approximately 5
kilomtres in strike length of the prospective ultramahc
seratigraphy. This survey filled in gaps in the data base
and identified 14 new drill targets {Figure 5},

These targets are additional to several targers previously
highlighted incheding the Mr Shoer Gossan Prospect.
Drilting has recently commenced.

It is interesting o note that the carrent R drill
program is the first ever to test the deeper sub-surface
rock below the base of weathering. Numerous anomalies
had been highlighted by previous explorers with shallow
RADB drilling but with few exceprions these targers were

never followed up. Some of these old anomalies are
now known to be colncident with favourable wltramafic
units, elevared multi-element geochemisery and MLEM
geaphysical targets. Progress o date augers well for the
Mt Short area and vindicates the joint venture stracegy
of adopting & syscematic multi-disciplined approach o

exploration,
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Figure 5. Aeromagnetic image of the Me Short Area

showing target locations
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The Carlingup and Gap Areas:

Previous exploration activity in the Carlingup and Gap
Areas highlighted a number of prospective geological
and geachemical targets on prospective ultramalic
horizons. MLEM surveys ro provide the same systematic
coverage and data base as obtained in the Jerdacuttup
aned Mr Shore Areas {Figure 6) have commenced. Upon
receipt of this information BM targets will be correlated
with the existing geological and geochemical data and
the resultant targets will be ranked in order of priority
for drill testing.

The {Carlingup and Gap Areas share a similar geological
serting and occur berween the more advanced
exploration areas of Mt Shore and Jerdacurzup, The
geological setring and early resules are encouraging. A
geological zone stretching over 15 kilometres in strike
length contains several prospective horizons that have
only been subjected to limited exploration by earlier
explorers. This augers well for the longer term prospects
and growth opportunities af Ravensthorpe.

Figure 6. Geology plan of the Carlingup area showing

targets and the MLEM survey position
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Orver the year this prospect has advanced from a new

prespect with some pood rock chip resubes ko a project
showing some real scope for discovery of new iron

ore resources.  Two geological sertings for iron ore
mineralisation are now recognized at Ravensthorpe,
Each s associared with rock formations which by dint
of their strike excent offer exciting scope for resources of

CCOTIOMIC proportions.

Previous reconnaissance rock chip sampling ar

Ravenstharpe highlipheed the presence of anomalous
tron ore milneralisation with results typically ranging
[%

hetween 55% and 65% iron collected from quite dive

geological sertings. The settings included martite-
goethite iron enrichment associated with serongly
magnetic harizons typical of Banded Iron Formations
(“BIF"}, unusually iron rich hematitic and goethiric
caprock and hematitic non-magnetic horizens parallel to

the magnetic horizons {Figure 7). From this start poine
it has been subseguently resolved that there are two

praspective geological models. The firse of these is more

ohvious and related 1o iron ore associated with the BIFs.

The second is associated with buried massive pyrite
horizons within the sedimentary rock sequence where
the pyrite has altered to hematite as a result of both

supergene and hypogene proc

This second setting has not been recognized at
Ravensthorpe before but is not uncommon in the

Yilgarn Province of Western Australia and occurs in
other parts of the world, Large pyrite bodies have been
known in the Ravensthorpe region for a long time

and quarried locally for use as a flux at a nearby copper
smelter, Theve is therefore thought o be substantial
potential for economic iron resources developed where
these pyrite hadies have been altered.

It is clearly evident from geological mapping and the
aeromagnetic data that the Company has a significant
oppoertunity to delineare iron are resources. There is over
13 kilometres of prospective strike within Traka’s ground
andd while larerite cap-rocks hlanker large secrions of this
strike, there is sufficient exposure in a few places e give
confidence in the overall potential.

ET41152

~G280000 mi

0 1.5 3
O
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A Fe% Rock chips

Figure 7. Aerial photo showing sevomagnetic fearures and select rock-chip samiples
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The Ravensthorpe Gold Project

No sigmificant exploration sctiviey was camried our on this
project through the year. The furuee of this project lies

iny its inclusion with a larger resource base of sufficient
crirical mass to sustain economic operations. Yarious
opportunities have heen looked at to achieve this

CHLECOITE,

The Mt Blyth Project

Teaka recently applied for a very large tract of ground
(3,07 Tsq.km} in the Musgrave region of Western
Australia. This application straddles the contact zone
berween the Musgrave/Giles Complex rocks to the
niorth and the Officer Basin sedimentary rocks to the
south {Figure 9). This area in general is one of the most
prospective and under-explored regions in Australia.

The isolation of the area, the diffacult desert environment
and ies bocation within Abodginal Lands have been
serious impediments to exploration in the past. These
factors, although seill present, are now less daunting,
Applicarion of new technologies has made remote
exploration more effecrive and affordable. Also, there are
now several workable agreements estahlished by other
mining companies with the Ahoriginal stake holders
which set 2 precedent for effecting access to the land.

The project covers part of the Musgrave/Giles Complex
comprising one of the largest intrusive matc and

E ~FProspect Locations

ultramafic complexes in the world with sipnificant
potentisl for nickel, copper, cobale and platinum group
elements, Ar Wingellina, 8C kilometres north-east of
the Mt Blyth project area, 200 mitlion ronnes of nickel
laterire ore assaying 1.2% nickel equivalent has been
outlined Furthermore WM Lid discowered the Babel
and Nebo nickel sulphide deposits near the northern
houndary of the projece,

The Babel and Nebo prospects were discovered by
airhorne geophysics and lag geochemisery sampling, The
Mt Blyth Project has a number of similar geochemical
and geophysical targets defined by former explorers.
Continuation of the geochemical and geophysical surveys
as well as follow-up of the targers already highlighted is
contemplated as part of Traka'’s exploration strategy.

The southem margin of the complex ts bounded by a
major tectonic zone comprising a number of sipnificant
strucrures which extends for owver 1000 kilometres. This
wne separates the Musgrave/(iles Complex from the
(Mheer Basin. Oxide fron Copper Gold type deposits
such as Olympic Dam and roll front uranium deposies
associated with unconformities are two target styles thar
the project is prospective for,

Negotiation of access agreements and data compilation
are currently underway, The Mt Blyth Project represents
an opporrunity for Traks o rake part in what we helieve
will prove to be a major new mining province.

Figure 9. Locarion map of the Mt Blyth Project showing the main genlogical features

The information in this report that relates to Explovation Results is based on information compiled by My, P AL Verbeek
the Managing Director of Traka Resowrces Led, My, P, A Verbeek is @ Member of the Awstralasian Institute of Mining and

Mezathurey and has sufficient experience swhich is relevant 1o the stxle of minerallsation and type of deposic under consideration

and to the activiey which he is undertaking to gualify as a Competent Person as defined in the 2004 Edition of the

*‘Australasian Code for Reporting of Exploration Resudes, Minerdd Resowrces and Ove Reserves”. Mr, P AL Verbeek consents

to the inclusion in. the report of the matzers based on his information fn the form and congext in which it appears.
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Corporate Governan tatement

HE )rf ] ;’w Fon i
For e yogr ented June 30U, 2000

Traka Rescurces Limited {“Traka" or “the Company™ is a smail listed company with an uncamplicated carporate structuse and relatively
simple financial and management coniral requirements. It adhares io the fen Essential Corporate Governance Principles as published
by the ASK Corporate Sovernance Councit and has adopted those of the Best Practice Recammendations which its Board considers fo
be relevant and essentiai for the efficient management of the Company and its business whilst safeguarding shareholder assets.

The foliowing is a detailed review of the Corporate Governance measuszes cursent af Traka:

MANAGEMENT AND OVERSIGHT

fhiectives of ihe Board

The Board's key ohjectives are the addition of value to corporate assets whilst safeguarding sharehoiders’ rights and interests
together with the provision of an appropriate overview of management. With this in mind, the Board meets regularly in the appropriate
discharge of its respansibilities.

B Besponaiiity

The Board concentrates Traka on the investigation of explosation cpporiunities in the mineral rescurce business which are judged fo
have the patential for success without exposing the Company to undue fisk by establishing and maintaining adequate management
cantral through mositoring systems which include:

fa}  costinually reviewing the performance of the Company and its executive, including managemesnt and financial
perfarmance, werseeing strategy implementation and where necessary ensuring appropriate resousces are avallahle,
The board setains the right 1o replace the Company’s Managing Director.

) at regular Board meetings, reviewing, approving and amending whezse necessary the Managing Director's annual
programmes and budgets and Traka's overall corporate objectives;

o) putting in place effective risk management and legal exposure reviews,

i) approving and monitering the progress of major capital expenditure, capifai management and acquisitions and
divestitures;

e} maintaining responsibility for the overall financial masagement of the Company with the abifity to aporove the
appointment (if necessary} of a Financial Officer and fo replace the Company Secretary;

i manitaring and approving fisancial and other reportisg;

{o)  supenvisisg the averall corporate governance of the Company, including conducting reqular reviews of the balance of
respansidiiities o ensure division of furctions remain appropriate to corporaie needs;

(i liaising with Traka’s external auditor;

{il manitaring, and ensuring compliance with all of Traka's legal obligations, in particular those relating to the maintenance
of the Company's mineral tenements, the enviranment, native tite, cultuzal heritage and occupational heaith and safety
requirements.

Within the above framework the Boarc retains the ability to delegate some of its responsibilities; however, to date, the size of the
{ompany and the nature of its operations has resulted in any delegation being kept to a minimum.
Miartariality

The Board has agreed on the following guidelines, which are deemed appropriate for a company of the matusily and size of Traka for
assessing the materiaiity of mattess:

{fa)  Materiality — Guantitative
Al badance sheet and income statement #ers are material,
oy Materiality — Gualitative

| any matiers which impact on the reputation of Traka andfor s Board:

sk
G
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fit  any activities of the Company, its joint veniusers, employees or coniractors which may invoive a breach of legisiation or
are in the Board's view outside the ordinary course of its business;

fill  any matter which might negatively affect Traka's rights to its assets;

i any activity of the Company is inist venturers, employees or contractors which has the capacity 1o involve & contingent
lianility that would in the Board's view have a potential material effect on the Company's balance shest or & similar
effect on one or more income statement ems.

i) Materiai Contracts

Traka is a refatively smali company and its Directors consider most contracts entered info by the Company to be material. With the
exception of day to day agreements the responsibility for which fall upon the Managing Directar, all contracts are subjected fo review
by the Board,

BOARD OF DIRECTORS

The name, expertise, experience and term of the office of each director iz set out in the Directors' Beport. The Board comprises three
aon-executive direciors, including the Chaismar, and one executive director being the Managing Birector.

depantent vt

There are no independent direciors on the Board, within the sirict meaning of the ferm as set down in the ASX Principles of Good
Corporate Governance, because all the cusrent directors are substantial shareholders as defined in the Corporations Act and hence
are deemed fo lack ndependence. However the make up of the Board is such that although each of Traka's directors, bacause of his
sharehciding in the Comparny, is not deemed 1o be independent, the Board is satisfied that there is sufficient independence of view
and lack of association between directors to moliify any reservations which shareholdess might have in this regard.

The Ghalrman

The Chairman is a nan-executive director and is responsible for ieadership of the Board and far the efficient erganisation and conduct
of the Board. He alsc retains overall responsibility, subject to managemest input, for commeanication with shareholders.

The Mansting Hrector

The Maraging Director runs the Company on & day-to-day basis pursuani o authority delegated by the Board and is responsibie
far the implementation of Board and corporate policy and planning is accordance with approved programmes and budgets. the
Managing Director reports fo the Board regularly and is under an obfigation to make sure that all reports which he presents give a
true and fair view of Traka's exploration and other activities and its then corrent financial status.

Bommination Tor bosrd positionsg

The fudl Board will decide on the choice of any new direcior(s) upen the creation of any sew board position asd/or if any casual
vacancy arises. Full minutes will be kept of any meetings of the Board where any decisions to appoint new directors ase faken. The
smail size of the Company and the Board do aot wamant the formation of a nomination committes,
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tach director has the right to seek independent professional advice at the Company’s expense. Prior approval of the Chairman is
requited and witl nof be unreasonably withheid.

ETHICAL AND RESPONSIBLE DECGISION MAKING

Stk of Goeduct

The Board adheses 1o ard is responsible for enforcing the Corporate Code of Candact set out in this Corporate Governance
Statement.

Py oo share Wrading

Traka Board policy is that directors, officers and employees are prohibited from deating in Traka's shares when they possess inside
information. The Board is to be notified whes ading of shares in fraka by any Direcior or officer of the Company accurs,



INTEGRITY IN FINANCIAL REPORTING

Fragmeeist Baports

The Masaging Director is required to cosfitm in writing to the Board that the Company’s half year & full year financial separis present
a true and fair view in &l material respacts of the Company's financial condition and operationad resuits and are in accordance with
relevant accounting standards.

Mkt Gomnmbitan

Traka's Birectors de not cansider that the Company's affairs are of such a size and compiexily as 1o merit the establishment of a
separate audit commiites. Until this situation changes, the Board of Traka wilt carry out any secessary audit commitiee functions.

The Board monitors the form and content of the Company’s financial statements:; it also has an overview of Traka's internat financial
cantral audit and risk management systems.

Additionalfy, on an annal basis the Board, in line with its overali responsibility to shareholders, reviews the performance of the
external auditar and the continuation of that appoistment. Birectors also approve the remuneration and terms of engagement of the
external audit fism, Any appeistment of a new external auditor will be submitted for ratification by shareholders at the next annual
general meeting of the Company.

TIMELY & BALANCED DISCLOSURE

{ompliance proceduses, o ensure timely and balanced disclosure of informaion is line with ASX Listing Bule disclosure requirements
and Continuous Disclosure Guidelines, have been noted and adopted by Traka. The Company Secrefary is charged with ensuring that
any necessary steps which need to be taken by the Company in this area are brought before the Board for discussion and, subject to
amendment, approval.

sk
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COMMUNICATION WITH AND PARTICIPATION OF SHAREHOLDERS

Traka mainiaing a webgite at vavw. irakaresourcas.com.au

Under various headings Traka shaseholders may find all recent information on the Company, ifs recent ASX releases, its projects and
its corporate profile. Shareholders may also register for receipt of an automatic copy by email of all Traka ASX releases.

Traka will invite {ts externa; auditar to attend every annual general meeting and to be available to answer shareholders' guestions
aboLt the canduct of the audit and the prepasation and content of the auditor's report.

RISK MANAGEMENT

Consistent with the compliance systems detailed elsewhere in this statement the Board takes responsibility for the risk management
of the Company.

The Board routinely reviews corporate risk and suparnvises internat compliance and controf systema,
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The Maraging Director is sespossible to the board for ensuring the systems are complied with and is required annually to make a
statement to the board In writing to this effect.

Whilst Bigh pricsity is given to the managemest of risk is the Compasy, current and potential investors are reminded that Traka is a
company engaged in expioration activities which by their very nature aze high risk and ¥ successful may give fise to high rewards.

PERFORMANCE EVALUATION OF THE BOARD, INDIVIDUAL EXECUTIVE AND NON-EXECUTIVE
DIRECTORS

The Chairman conducts regular informal reviews of Board and executive pesformance incleding that of the Company Secretary on at
ieast an annual basis.




REMUNERATION OF DIRECTORS & EXECUTIVES

The Comparny currently as one full time employee, the Managing Director. The fult Board exciuding the Managing Director carries
out an annual review of the adequacy of his semuneration, and participation inz share incentive amangements.

The size of Traka and the current remuneration of non-executive directors is aot considered of a size and natuse fo warrant
independent review or the formation of a separate remuneration committes,

Dletails of direciors’ and executives' remuneration are sef out in the annual Financial Report in accordance with aceounting standards,

GORPORATE CODE OF CONDUCT AND OBJECTIVES

Traka is commitied to:

{fa)  appiying the Company’s funds in an efficient manner and providing above average asd sustainable returns 1o shareholders
thraugh both capital appreciation asd the payment of dividends when in a position fo do so;

{n)  applying high standards of professional excelience and being a leader in is choses field of operations;
{c)  adopiing high standards of occupational heaith and safety, environmental management and ethics;
{d)  fostering and maintaining a culture of ownership, care and professional excellence from the Company's employees; and

{e)  ensuring that all of its business affairs are conducied iegally, ethically and with integrity,

Sorpnrats Hesponsibiin

Traka compiies with alé tegislative and common law requirements which affect s business, parficularly environmental reguiations,
aative Hitle and cuffural herifage iaws.

Erripleymant

Traka palicy is 1o employ the best available staff: at this stage in the Company’s development ail potential emoloyees will be subject
1o full Board scrutiny

Thivd Parfies
The Comparny freats third pariies in a fair and reasonable manner and does not engage in deceptive practices.
SomBieh of nforest

The Board is obligated to avoid situations of real or apparent condlict of interest between board members as individuais and as
Blirectors or as is the case with the Managing Directar, as an executive of Traka, a Director of Traka and an isdividual, ¥ a situation
where a confiict of interest arises the Chairman is 1o be notified: the matter will then be considered and the approoriate steps taken
1o avoid a repetition.

Braseh of Dorporste Governsnos
Any breach of Corporate Governance is io be reported directly fo the Chairman.
Banviewr of Bules of Corporate Governsaos

The Board through the Chairman monitors the Company’s compliance with the Bules periodically.




irectors’ Report
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Your Sirecfors present their report on Traka Besources Etd {“Traka” or "the Company”™ for the year ended 3G June 20086,

DIRECTORS

The foliowing persons were direcfors of the Company during the whole of the financial year and #p to the date of this repart:
Neil Tomkinsan

Patrick Andrew VYerbeek

George Jusis Petersans

Joshua Morman Pt

PRINCIPAL ACTIVITIES

Buring the year the principal activity of the Company was exploration of Traka's mineral fenements,

DIVIDENDS

Traka is an explosation company and accordingly the directors have decided that no dividends shouid be paid by the Company for the
YRAr UNder raview,

REVIEW OF OPERATIONS

The Ravensthorpe Nickel Project

{in 26th October 2005 the Company entered isto an Gption Agreement with the Independance Group ML ("507) on the Ravensthorpe
Nickel Project. The agreement wift: 150 put in place an impartani exploration funding sirategy os what is the Company's principa
asset,

Under the terms af the Option Agreement, 150 kas the option upos meeting a minimum expenditure commitmest of $1,500,000 by
31 December 20086 to eam an interest in the Ravensthorpe Micke! Project. During the optian period Traka will provide management of
the project.

Unan exercise of the option G0 will have the right io eara up fo a 70% equity in the Ravensthorpe Nickel Project on the following
terms:

1 {60 can earn 51% equity by the minimum additional expenditure of $5,000,660 by 31 Decembear 2009,

2, Hpon G0 eaming 51% equity Traka may elect to contribute to expenditure at the 49% level or reduce its equity to 30% and be
free casried through to a decision io mine.

3. Traka's royally inferests in the nickel laterite potential of the area as well as any iron ore development on the project tenements
remain with Traka,

The Ravensthorpe lron Ore Profect

The Comparny recently embarked on an iton ore exploration program an the Bavensthorpe Project; an RC drilling program wil
commence shortly, the iron ore potertial of the area was previously to be iested by Resource Mining Corporation Lid {"BME")
under agreement with Traka. in Jone 2006 RME agreed with Traka to withdraw from the Agreement. RMC paid Traka $120,000
as ¢consideration for such withdrawing from theit commiimests under the agreement so as 1o be able to concentrate on theis own
projects,

The Ravensthorpe Gold Project

Ne work of sigafficance was undertaker: on the Favensthorpe Gold Project as a cansequence of higher priosity work being undertaken
on the company's other projects.

annnache
]
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The Mt Biyth Project

The Compary recently applied for exploratios licences in the Musgrave area of Western Australia. The project is prospective for nickel,
copper, gold and wranium. {ata coilation and negotiations with the Aboriginal land owners has commenced.

Corporafe

{n 14 Novemnber 2005 the Company asnounced the offer to sharehoiders o purchase shares at a discount to cussent market price.
Under the share puschase plan, 1,886,852 new shares were issued raising a total of $282 508,

& fulf review of aperations during the financial year and the results of those operations is set out separately in the Company’s Annual
Fepart,

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

{ther than those shown above, there were no significant changes in the state of affairs of the Company during the year,

RESULTS AND FINANCIAL POSITION
Traka Resources Limited had a net loss for the financial year of 1,006,382 (2005 $1,352,847

At the end of the Tinancial year the Company had net cash balances of $346,880 {2005 $1,417 846) and nef assets of $507,355
{2005: $1,198 839,

Total liahifities amounted to $38,600 (2006: $287,985) and were imited to trade and other credifors and employee entitiements,

MATTERS SUBSEQUENT TO THE END OF THE FINANCIAL YEAR AND LIKELY DEVELOPMENTS

There are no matters or circumstances which have arisen since the end of the financial year which have significantly affected the
oparations of the Company nor are there any such matiers or ciscurastances ar any fikely developments which may atfect the future
results of those operations or the state of affairs of the Company.

ENVIRONMENTAL REGULATION

The Comparny is subject to asd compiiant with ail aspects of environmental regulation of its exploration activities. The Directors are
aot aware of any environmental law that is not being complied with,

INFORMATION ON DIRECTORS

Chabrman
Neil Tomkinsan LEB (Hons

Mr Tomkinsan fas extensive experience over the last 28 years in the adminisération of and investment in exploration and mining
companies. Prior to its merger with LionOre Mining Infernational Limited he was the non-executive Chaisman of Dairymple Besources
ML (resigned October 2003) and is the non-executive Chairman of Hamptos Hitl Mining ML {appeinted January 1997} and Pan Pacific
Petroleum NL {appainted June 2006). Mr Tomkinson is also an investor in private mineral explosation and in resources in genera in
Australia.

Mansning Mectoy
Patrick Werbeek 85, Auslidd

Patrick Verbeek is & geologist with over 28 years experience in the resource indestry in Australia and internationally. Mr Verbeek's
experience is wide ranging and is spread equally between mineral exploration and minisg, company managament and cosporate
activity. Mr Verbeek has held a number of senior management positions in exploration and mining operations both in apen-pit and
underground gold and base metal operations as well as executive directorships in private and public resource companies. Mr Verbeek
iz 3 founding Director of Traka.

Mr Verbeek held no ather directorships of ASX fisted companies during the last three yeass.



Hown Execitive Directur
George Petersons

Mr Petersons is an experienced prospector with a loag history of identifying ansd acnuiring prospective exploration and ground
packages. He is & founding director of Traka. He has established himself as a consultant to the industry with local and offshare
mining interests in precicus metals, gemstones and base mefals.

Buring the last three years Mr Petersons held a directarship in Ferraus Limited (resigned November 2003) , an 45X listed company.

Hown Execative Blreciy
Joshua Pitt BSc, MAusivl

Mr Pitt is a gealogist with substantia exploration experience who has for more than 30 years been a director of exploration and
minisg companies in Australia. Prior 1o its merger with LionOre Mining International Liméited he was & director of Dainymple
Hesources ML fresigned Ocioher 2003} Mare recestly he was a non-executive disector of Lione Minisg Intematioaal Limited
{appointed November 2003, resigned May 2005] and is currently a non-executive director of Hamptos Hil Mining ML (appointed
January 1997}, Red Mefal Limited {appointed July 2003) and Bed Hill Iron Etd (appointed June 2005). Mr. Pitt is invalved in
substantia private mineral expioration and 2lso in sesource investmenis.

Miasamemant
Sompang Secrebsry

Blesmond John Kelly BComm, CPA, MAICD

Mr Kely i an accountant with over 30 years experience in industry and public practice. He currently consuits io both public and
private companies in the capacity of Company Secretary asd provides management and adminisiration senvices for them. He has
wide managerial experience including serving for & period as managing director of a public listed expioration company.

w2

DIREGTORS’ INTERESTS IN SHARES AND OPTIONS

Az at the date of this repart the inferests af the Directors in the shares and options of the company wers!

Ordinary Shares Options over Ordinary Shares
Direct Indirect Diract Indirect
N Tomkinsan - 2,328,333 - -
P & \erbeek - 1,916,668 1,000,606 2,000,650
G J Petersons 1,750,000 - - -
J M Pt - 2,886,193 - -
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DIRECTORS’ MEETINGS

The foliowing direciors’ meetings were held during the year and the number of meetings atiended by each of the direciors during the
year was:

Director Meetings heid while a irector Number of meetings attended
N Tomkinsan 4 4
b A Verbeek 4 4
G J Petersons 4 4
J M Pt 4 4

Total number of meetings held in the year was 4.
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REMUNERATION REPORT

Thracinrg

The foliowing persons were directors of Traka Resources Limited during the whaole of the financial year:

Non-exscutfve Chairman
Neil Tomkinsan

Managing Director
Patrick Verbeek

Non-executive Directors

George Petersons

Joshua Pitt

fither ey Mansgement Paratimsd
The foliowing person also had authority and responsibilizy for plansing, directing and confralling the activities of the Company, directly
of indirectly, dusing the financial year:

Company Secretary
Besmond Kelly

Remuperation of Hey Managemest Parsonned

{a) Remuneration policy (audited)
Frinciples used to deferming the nature and amaunt of remuneration

The broad remunesation palicy is o ensure the remuneration package properly reflects the person's duties and responsibilities and
that remeneration is competitive in atiracting, retaining and motivating peopie of the highest guality. Remuneration is reviewed by the
board an an annual basis having regasd to performance and market competitivenass.

The remuneration framework has regard to shaseholders' interests in the following ways:

. focuses on sustained growdh in shase price, as well as facusing the executive on key non-financial drivers of vaiue;
. Atracts and refains high calibre executives:

. The remunezation framework Bas regard to executives' inferests in the following ways;

. Rewards capability and experience;

. Refiects competitive reward for contributions in shareholder growih;

. Provides a clear structure for earning rewards, and

»

Provides recogrition for confribution.

Feorr-emandive rochws

Fees and payments to noa-executive Directors reflect the demands which are made on, and ihe responsibilities of, the directors. Mon-
executive directors fees are reviewed ansually and remuneration packages are determined by the board within the maximum amount
aporoved by shaseholders from time o fime and are set fee amounts with prescribed superannuation if applicabie.



Erecutives
Executive remuneration packages include set fee amounis asd long term incentives througk: grants of share options.
Execitives’ remuneration s reviewed annually with regard to competitiveness and performance.

There are no guaranteed salary increases fixed in any senior executives’ contracts.
Skt beren ncentives

Benefils

Executives may receive benefits including reimbursement of reasonable travel and accommodation expenses, payment of professicsal
body membesship subscriptions and entertainment benefits,

{b) Compessation of key management personnel {audited}

Bletails of the remuneration of each Director of Traka Resources Ltd and the ane specified executive, including their persanally-refated
entities, are sef out in the following tables:

2006

Short Term Salary Post Employment Share Based Total

& fees Superannuation Faymests

Mame $ 3 3 %
Non-executive Directors 21
¥ Tomkinsan 20,000 1,800 - 21,800
J M Pt 20,000 1.800 - 21,800
G J Petersons 20,000 1,800 - 21,800
Manzaging Director
P & \erbeek 185,000 - 31,800 218,900
Total 245,606 5,400 31,900 282 300

Femuneration of the direciors of Traka Besources Limited for the year ended 3G June 2005 is set out belows:
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2005

Short Term Salary Post Employment Share Based Total

& fees Superannuation Faymests

flams $ 3 3 %
Non-executive lireciors
# Tomkinsan 20,000 1,800 - 21,800
J M Pt 20,000 1.800 - 21,800
G J Petersons 20,000 1,800 - 21,800
Managing Director
P & \erbeek 165,000 - - 165,000

Total 225,000 5,400 . 230,400




Other Key Management Persannel

2006
Short Term Salary Post Employment Share Based Total
& fees Superannuation Faymests
Mame $ 3 3 %
3} Kedly — Company 37,998 - - 37,808
Secretary
2005
Short Term Salary Post Employment Share Based Total
& fees Superannuation Paymests
Mame $ 3 3 %
3} Kedly — Company 33,000 - - 33,000
Secrefany

{c} Compensation options granted (audited)

Blirectors and cther key management personnel are endifled to take part in: the Fraka Resources Empioyee Share Ogtion Plan, Share
based paymenis are made at the discretion of the board of Directoss. Directors receiving share based paymenis are not involved in
any board discussions regarding theit remaneration. Share based payments are provided as incentives and are not linked to company
performance.

The foliowing options were issued fo key managemest personnef:

Buring the financial year 1,000,000 options were granted o the Managing Director Mr £ Verbeek on the following terms:

Grant date: 28 Novermper 2045
fniry Date: 20 Novermber 20160
Consideration: 3

Fwercise price: 20 cents

Westing: immediate

% of remeneratios: 14.7%

The fair value of the options granted during the year was 3.19 cents per option. The price was calculated using the Black-Schales
European Option Model applying the fallowing inputs:

Call Gption Vatuation nput
Share price — Average Weighted 18.8 cents
Exercise price 20 cents
Risk free rate 5.12%
Average Weighted Yolatility {based on Bioomberg pablished 22.57%
average rate for the past 12 manths)
Time {yaass) to expiry b years
Grant date 29 November 2005
Expiry date 28 November 2010

Consideration i




Histosical volatility has been the basis for determining expected share price volatiity. Actual future volatitity may differ from the
ectimate.

The #ife of the mptions is based on historicat exercise patierns, which may not eventuaie in the future,
Buring the financial year there were no shares issued as a result of the exercise of remuneration aptions.

Buring the year ended 30 June 2005 no options were issued to directors or key management personnel as remunesation.

{d) Employmest Agreements (audited}

Managing Director

The Comparny entered into a consultancy agreement with Malahang Pty Ltd on 14 October 2603 {*Cansultancy Agreement™}. In
accordance with the terms of the Consultancy Agreement Malahang has agreed fo provide the services of its employes, Patrick
Werbeek fo undertake aff fusctions, duties, roles and authorities which the Company would require of a person engaged as Managing
Birector of the Company an a full time basis. The Cansultancy Agreement commenced o the 20 Novemnber 2003 and continued far a
period of 2 years. Prior to fts expiry, the Company and the Consultant elected to extend the term of the Consuliancy Agreement for a
further period of 2 years.

Company Secretary

The Company entered intc a consultancy agreement with Maosman Management Pty Ltd ("MMPL" on 1 January 2003 (“Consultancy
Lgreement 2"). In accordance with the ferms of the Consuliancy Agreement 2, MMPE has agreed to provide the senvices of its
employee, D J Kely fo undertake alf functions, deties, roles and authorities which the Company would sequire of a persan engaged as
{ompany Secretary of the Company. The Consuitancy Agreement 2 commenced an the 1 Jangary 2003 and continges for & period of
renewabie ferms fived for 12 months and can be cancelied on 2 monihs notice by either party.

Shars Holtdings

The numbers of shares in the Company held during the financial year by each director and other key ranagement persoenel of Traka
Fesaurces Limited, including those feld by their personally related entities, are set out below:

Directors
Name Opesing balance  Acqisired dusing year Disposed during year  Closing balance
# Tomkinsan 2,280,006 48,333 - 2,328,333
Pyferbeek 1,850,600 56,666 - 1,916,666
J Pitt 2,150,606 736,193 - 2,886,103
G Petersons 1,750,800 - - 1,750,000

Difer Key Management Personnel

Name Opesing balance  Acqisired dusing year Disposed during year  Closing balance

0 Jd Kelly 700,000 33,333 - 733,333
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Directors

Name Opesing balance Granted during year  Exercised during year  Clasing balange

M Tomkinson - - - -
P ¥erbeek 2,000,606 1,000,000 - 3,000,000
J Pitt - - - -

G Petersons - - - -

Ciher Key Management Personnel

Name Opening balance Granted during year  Exercised during year Closing balance

{3 Keily - - - -

SHARES UNDER OPTION

The number of options on issue is:

. 2,000,600 exercizable at 35 cents with an expiry date of 10 Gotober 2008;
. 53,000 exercisable at 20 cenfs with an expiry date of 31 December 2008; and
. 1,000,006 exercisable at 20 cents with an expiry date of 28 November 2010,

INSURANCE OF OFFICERS

Buring the year the Company paid an amount to insure all current disectors of the Company and currest executive officers of the
{ompany against fiabilities arising out of their conduct whilst acting in the capacily of director ar officer of the Company other than
canduct imalving a witful breach of duty io the Company. The policy requires that the amount of premium paid and the fimits imposed
remain confidenial.

PROCEEDINGS ON BEHALF OF COMPANY

No person as appiied o the Coust under section 237 of the Carporations Act 2001 far leave o brisg proceedings an behaif of the
Company, or intervene in any proceedings to which the Company is a party, for the purpase of taking responsibility an behalf of the
{ompany for ail or part of those proceediags.

No proceedings have been brought ar infervened in on behalf of the Company with teave of the Court under section 237 of the
Corporations Act 2001,

NON-AUDIT SERVICES

The foliowing nan-audit senvices were provided by the company's auditor Horwath Audit (WA) Pty Ld or associated enfities. The
directors ase satisfied that the provision of non-audi services is compatible with the general standard of independence for asditors
imposed by the Corporations Act 2001. The directors are satisfied that the provigion of non-audit services by the auditor, as set out
below, did not compromise the auditor independence requirements of the Corporations Act 2001 for the foliowing reasons:

ail non-audit services have been reviewed by the board fo ensure they do not impact the impartiality and objectivity of the auditor;

aone of the services sndermine the general principies relating to auditor independence as set out in Professional Statement F1,
including reviewing or asditing the auditor's own wark, acting in a masagement o decision making capacity for the company, acting
as an advocate for the company or jointly sharing economic risk and rewards.




Fees paid to Horwath (WA Pty Lid
- piher services $7.760

AUBITOR
Horwath Auedit (WA Pty Ltd continses in office in accardance with Section 327 of the Corporations Act 2001,

AUBITOR’S INDEPENDENCE DECLARATION
& copy of the audifor's independence declaration as required under section 3070 of the Corporations Act 2001 is set out on page 52.

This report is made in accordance with a resolution of the Directors

WEH, YOG

Chairman

Dated the 13th day of Septernber 2008
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Notes 2008 2005

8 $

Revenue from continuing operations 2 253,553 314,567
Exploration and evaluation expenditure 3 (822,520) (1,280,065
Employee benefits expense 3 (151,662) 81,582
{lepreciation 3 {16,182) (14,395
Administration expenses (268,571) (267 862
Loss before income tax {1,006,382) (1,352,847}
income tax expense 4 - -
{pss for the year {1,006.382) (1,352,847
Net loss attributable to members of Traka Rescurces Ltd {1,006,352) (1,352,847}
Basic and diluted loss par share {cents) 23 (3.07) 427
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Notes 20066 2005
$ $
Current Asseis
Cash and cash eguivaienis & 346,889 1,417,848
Trade and other receivables 7 176,912 30,079
Total current assets 523,801 1,452 925
Non-current assets
Property, plant and eguipment 8 23,154 33803
Total non-current assels 23,154 33.803
Total assels 544,855 1,486,828
Current lizbitities
Trade and other payables 10 28,084 279,545
Barrowings 1 2192 -
Provisions 12 9,314 844G
Total surrent lizhilifies 39,600 287,984
Total liabilities 39,600 267 888
Net asseis 507,355 1,198,838
Eguity
Contributed equity 13 4.419,760 4,136,762
feserves 14 36,400 4,500
hecomalated logses 15 {3,948,805) (2842423
Total equity 507,355 1,198,838

27
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Total equity at the beginning of the finangial year 1,198,839 2547186

Employae share options 31,900 4,500

{pas for the financial year {1,006,382) (1,352,847}

Total recognised income and expesse for the financial year (974,452) {1,348 347}
Transactions with equity holders in their capacity as equity hoiders

Contributions of equity net of transaction costs 282 998 -

Total equity at the end of the financial year 507,355 1,198,839




Notes 2606 2005
$ $
Cash flows from operating activities
interest raceived 33,765 108,538
Payments o suppiiers and employees {inct GST {255,931) {328,8058)
Payments for exploration activities (inci GST) {1,158,932) [1.167.540)
Other — Compensation for release from minerat rights 120,600 200,600
mption axpenditure
Other — secarity deposits paid - {11,269
Net cash outflow from operating activities 5 {1,262,158) (1,138,105
Cash flows from investing activities
Payments for exploration properiies {86,364)
Payments for plant & equipment {5,433) {8,002
Net cash outflow from investing activities {91,797) {8,092
{ash flows from financing activities 29
Proceeds from issue of shares 282,998 - §
et cash infiow from financing activities 282,998 - E
&
=
o]
=4
Net (decreass)/increase in cash and cash equivatents held {1,070,957) (1,148,187) m
=
Cash and cash equivaients at the beginaing of the 1,417,846 2,564,043 §
financia: year g
=
Cash and cash equivalents at the end of the financial year & 346,889 1,417,848 =
&
i)
3
o
=
o]
L]
&
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NOTE 1. STATEMENT OF ACCOUNTING POLICIES

The principal accounting poiicies adopted in the preparation of the financial report are sef cut below. These policies have been
cansistently appied o ali the years presented, unless otherwise stated.

{ml Basis of Freparation

This general puspose financiai repart has been prepared in accordance with Australian equivaients to Infernationa
Firancial Reporting Standards {AFRS), cther authorifative pronouncements of the Australian Accounting Standards Board,
Urgent Issues Group Interpretations and the Corporatioss Act 2001.

Compliance with IFRSs

Australian Accounting Standards include AHFRSs. Compliance with AIFRSs ensures that the firancial statements and notes
of Traka Rescurces Limited comply with Intersational Financial Reporting Standards {IFRSs).

Application of AASB 1 Hrst-time Adoption of Australian Equivalents fo inlernational Financial Reporting Standards

These financial statements are the first Traka Resources Limited financia! statements to be prepared in accordance with
AFRSs, AASE 1 Firsi-time Adoption of Austrafian Eguivatenis to Infernatiosal Financial Reposting Standards has been
applied in preparing these financial statements.

Firancial statements of Traka Besources Limited sntil 30 June 2005 had been prepared in accordance with previous

Ausiralian Generally Accepted Accousting Principles (AGAAP), AGAAP differs in cerfain respects from AHFRS. When

preparing traka Hesources Limited 2006 financial statements, management has amended certain accounting and
30 valuation methods applied in the previous AGAAP financial statements to comply with AFRS. With the exception of
financial instrumeanis, the comparative figures in respect of 2005 were restated to reflect these adjustments.

A recanciliation of equity and profit and loss between previous AGAAP and Australian equivalents to IFES has been
prepared per note 25,

Historical Cost Convention

The financial report has been prepared under the historcal cost convention, as modified where applicable by the
revaluation of available-for-sale Tinancial assets, financia assets and fiabilities at fair vaiue theough prafit and loss, certain
classes of property, plant & equipment and investments property.

Traka Fesousces Limited is a listed public company, incorparated and domiciled in Australia,

{E} Segrment Heporiing

A business segment is & group of assets and operations engaged in providing products or services that are subject to
risks and returns that are differant to those of other business segments. A geographical segment is engaged in providing
peoducts or services withis a parficular economic envisanment and is subject 1o risks and retums that are different from
those of segments operating in other economic envisonments.
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{o} Bamvenus Beougnition

Revenue is measured at the fair value of the consideration received or receivable. Amounis disclosed as revenue are
net of returns, trade allowances and amounts coilected on beha#f of third parties. Bevenue is recognised for the major
bissiness activities as foliows:

imterast Income

Interest income is recagnised on a ime proportios basis using the effective interest method. When a receivable is
impaired, the Company reduces the carrying amount fo its recoverable amount, being the estimated future cash {low
discounted at the original effective rate of the instrizment, and confinues unwinding the discount as inferest income.
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NOTE 1. STATEMENT OF ACCOUNTING POLICIES (continued)
{ei} R

The Company adopts the liability method of tax-effect accousting whereby the income ax expense is based on the profit
from: ordinasy actvities adiusted for any non-assessable or disallowed items.

Deferred tax is accounted for using the balance sheet liahility method in respect of temporary differences asising between
the tax bases of assets and liabilities and their carrying amounts in the financial statements. No deferred income tax

will be recognised from the initiai recognition of an asset of liability, excluding a business combination, where there is no
effect an accounting or taxable profit or joss.

Deferred tax is calculated at the tax rates that are expected to apply to the perisd when the asset is realised or liabifity is
settied. Deferred tax is credited in the income stafement except where i refates to items that may be credited directly fo
equity, in which case the deferred fax is adjusted directly against equity.

Deferred income tax assefs ase recoganised o the extent that it is probable that future tax profits will be available against
which deducfible femporary differences ¢an be utitised,

The amount of benelits brought io account or which may be realised in the future is based on the assumption that no
adverse change wili ocour in iscome taxation legisiation and the anticipation that the ecanomic entity will derive ssfficient
futere assessable income to enable the benefit to be reatised and comply with the conditions of deductibility imposed by
the iaw,

&) Leasen

Leazes of propery, plant and equipment where the Company has alt the risks and rewards of ownership are classified as
financial lrases. Finance leases are capifaiised at the leaze's inception at the fower of the fair value of the ieased property
and the present value of the minimum lease payments. The corresponding rental obligations, set of finance chasges, are
inciuded in athes long term payables. Fach iease payment is allocated between the Hability and finance cost. the finance
cost is charged to the income statement over the lease pariod 56 as to produce a constant periedic rate of inferest o

the remaining balance of the liability far each perind. The property, plant and equipment acqgsired under finance leases is
depreciaied over the shorler of the asset's useful iife and the lease term.

2
ke

Leases in which a sigrificant proportion of the risks and rewards of cwaership are retained by the lessor are classified as
operating leases. Payments made under operating leases are charged io the income statement on a siraighi-Ene basis
over the pedod of the lease.

{f Ersteration, Bvaluation somd Develonment Bupenoibure

Feploration, evaluation and development expenditure incurted i3 accumelated in respect of each identifiable area of
inferast,

Expenditure incurred during explosation and the early stages of evaluation of new areas of inferest is written of as
incured.

Where the Directors decide io progress o development in an area of interest alt further expenditure incurred relating

i the area will be capitslised. These costs are only carvied forward to the extent that they are expected o be recouped
through the successiul development of the area or where activities in the asea have not yet reached a stage that permits
reasonable assessment aof the existence of economicaily recoverable reservas,
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Accumulated costs in relation to an abandaned area are written off in full against profit or loss in the year in which the
decision o abandon the area is made.

When production commences, e accumuiated costs for the relevant area of interest are amartised over the liiz of the
area according o the rate of depletion of the economically recoverable resenves.

A regolar review is sndertaken of each area of interest 1o determine the appropriateness of continuing to camy forward
£osts in relation fo that area of interest.

Casts of site rectoration are provided over the ife of the facHity from when exploration commences and are inclsded in
the costs of that stage. Site restoration costs include the dismantling and remaoval of miging plant, equipment and building
structures, waste removal, and rehabilitation of the site in accordance with clauses of the mining permits. Such costs have
been determined using estimates of fufure costs, current legal reguirerents and tecknology on an undiscounted basis.
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NOTE 1. STATEMENT OF ACCOUNTING POLICIES (continued)

Any changes in the estimates for the costs are accounted on a prospective basis. In determining the costs of site
restoration, there is uncerfainty regarding the nature and extent of the restoration due to communily expectations and
future tegislation. Accordingly the costs have been determined on the basis that the restaration wiil be completed within
one year of apandening the site.

{ek Bocryverable Amennd of Bone-cuevent bosels

The recoverable amount of an asset is the net amount expected fo be recovered through the cash infiows and oufflows
arising from i#s continued use and subsecuent disposal.

Where the carrying amount of a non-current asset exceeds iis recoverable amount, the asset is weitten down o its
recoverable amount. Where net cash inflows are derived from a group of assets working fogether, recoverable amount
is determined on the basis of the relevant group of assets. The decrement in the carrying amount is recagnised as an
expense in net profit or loss in the reporting period in which the recoverabie amount write-down ocours.

ar: fash sud Cash Enulvalents

For the purposes of the statement of cash fiows, cash includes depostis at call with financial instiutions and other highly
liguid investments with short periods to maturity which are readily converibie to cash on hand and are subject fo an
insignificast risk of changes in vaiue, net of ouistanding bank overdrafts.

{H Berrowings

Asy ipans incurred by the Company will be carred forward at their principa amounts which represent the present vaiue of
future cash flows associated with servicing the debt. imterest will be acerued aver the period i becomes due and wiil be
recorded as part of other creditors.

32

{i Hemsition of dasely

The purchase method of accounting is used for all acquisitions of assets regardless of whether equity instruments or
other assets ase acquired. Cost is measured as the fair value of the assets given up, shares issued or liabilities snderiaken
at the date of acquisition plus incidental costs directly attsibutable to the acguisition. Transaction costs arising on the issue
of equity instruments ate recognised directy in equity.

{lick featrment of Asgsty

At each reporting date, the Company reviews the casrying values of its tangible and intangible assets to detesmine
whether there is any indication that those assets have been impaired. it such an indication exists, the recoverable amount
of the asset, being the higher of the asset’s fair vaiue less costs 1o sell and value in use, is compared to the assat's
carrying valse. Any excess of ihe asset's carrying value over it recoverable amount is expessed to the income statement.

lmpairment testing is performed annually for goodwill and infangible assets with indefinite fives.

Where it is not possible 1o estimate the recoverable amount of an individual asset, the Company estimates the
recoverable amount of the cash-genesating unit to which the asset befangs.
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{ty Traehs Becebuphios

Al trade debtors are recogrised at the amounis receivable as they are due for setflement no mare than 30 days from the
date of recognition.

Caollectibility of trade debiors is reviewed on an angeing basis. Debis, which are knows: fo be uncollectible, are wrilten off.
A provision for doubtul debts is raised where some doubt as 1o coliection exisis.



NOTE 1.

iy

ik

fo

(&

B 5

% % ’ : il 25, 955 5 M .5 ;%
Notes fo the Financial Sl

STATEMENT OF ACCOUNTING POLICIES (continued)
Prepreciation of Pland & Boulpment

Depreciation is caiculated on a straight line basis so as io write off the net cost or revaluzed amouni of each item of plant
and equipment over its expected useful life to the Company. £stimates of remaining useful lives are made on a reguiar
basis for all assets, with anaual reassessments for major items. The depreciation rafes ssed are as foliows:

Furniture and office equipment: 10% - 20%

Trade pad Tifey Payablos

These amounts represent liabiities for goods and services provided to the Company prior to the end of the financial year
and which are unpaid. The amounis are unsecured and are usually paid within 30 days of recogsition.

Erprberyes Bonefin

Wages and salaries and annual leave

Liapitities fer wages and salasies and annual leave expected fo be setfled within 12 menths of the reporting date are
recagnised in other creditors in sespect of employees’ senvices up 1o the reporting date and are measured at the amounis
expected to be paid when the liabilities are setiled,

Share based paymenis

The Company provides benefits to employees, inciuding directors, in the form of share-based payment transactions,
whesehy employees are provided with incentives via grants of options. The cost of these fransactions is measured by
reference to the fair vaiue at the date at which they are grasted. The fair valse is determined by an internat vaiuation
using a Black-Scholes option pricisg medel. The cost of equity based compensation benefifs is recognised, together with
a corresponding increase in equity, over the period in which the performance canditions are fulfilied, ending on the date 33
on which fhe relevant employees become fully entitled to the award ["vesting date™). The cumuiative expense recognised
at each reporiing date untit vesting date reflects (i) the extent to which the vesting period has expired and {ii) the sumber
of options that, in the opinion of directors of the Comparny, will uitimately vest. This opinion i3 formed based on the best
avaitable information. Where options are cancelied or iapsed they are ireated as if they had vested.

Eapsiings Per Share
iy Basic Farnings Per Share

Basic earsings per share is determined by dividing the Ioss from crdinary activities affer income tax expense by
the weighted average number of crdinary shares outsianding during the financial year,
{ii) Bilsted Earsings Per Share

Diiuted earnings per share adjusts the figures used in detesmination of basic earnings per share by taking into
account amounts unpaid on ordinary shares and any reduction in earnings per share that will arise from the
exercise of options outstanding during the year,
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Fisancia! ngbruments

Recognition

Financial instruments are initially measurad at cost on frade date, which includes transaction costs, when the related
confractual rights or obligations exist. Subseguent to inifial recognition these instruments are measured as set out below

Hnancial assels at fair value through profit and loss

A financial asset is classified in this category if acguised principally for the purpose of sefling in the short term or if s0
designated by management. Derivatives are alsc categorised as held for trading snless they are designated as hedges.
Reatised and unrealised gains and losses arising from changes in the fair vaiue of these assets are included in the income
statement in the period in which they arise.
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NOTE 1. STATEMENT OF ACCOUNTING POLICIES (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or deferminable payments that are aot quoted in an
active market and are stated at amaortised cost using the effective interest rate method,

Held-to-maturfly investmenis

Thase investmenis have fixed matarities, and it is the Company's intenticn 1o hoid these investments to maturity, Any
heid-to-maturity investments held by the Company are stated at amartised cost using the effective interest rate method.
Avafiable-for-sate financial assefs

Avaitable for sale financial assets include any financial assets not included in the above categories. Available-for-sate
financial assets are reflected at fair value. Unrealised gains and losses arising from changes in fair value are taken directly
0 efuity.

Hnancial fiabifilies

Mon-derivative financial liabitities are recognised at amartised cost, comprising original debt less principal payments and
amariisation.

Derivative instruments

Derivative instruments are measured at fair value. Gains and iosses arising from changes in fair value are faken fo the
income staterment ¢nless they are designated as hedges.

Fair value

34

Fair value i determined based on cusrent bid prices for ail quoted investments. ¥Yaluation technigues are applied to
determine the fair value for all unlisted securities, including recent arm's fength transactions, reference to similas
insiruments and aption pricing models.

impairment

At each reporting date, the Company assesses whether there is objective evidence that a financial instriment has heen

impaired. Iz the case of availahie-for sale financial instruments, a prolonged dectine in the value of the instrument is

considered io determine whether an impairment has arisen. Impairment losses are recognised in the income staterment
{rk Sondributed Boulty

Dedinary shases are classified as equify. incrementzl costs directly attributabie to the issue of nevw shares or options are

shown in equity as a degduction, ret of tax, from the proceeds.

{n} Gevcerds mieed Servives Yoy (GET)
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Revenues, expenses and assets are recognised net of the amosn? of associated GSY, unless the 65T incurred is not
recoverabie from the Australian Taxation Gffice. In this case it is recognised as part of the cost of acquisition of the asset
or as part of the expense.

Receivables and payables are sfated inciusive of the amount of GST receivable or payable. The net amount of G5
recoverabie from, or payable to, the Australian Taxation Gffice is included with other receivables or payables in the balance
sheet,

{Cash fiows are presented on a gross basis. The GST compenents of cash flows arising from investing or financing
activities which are recoverable from, or payabie to the Australian Taxation Office, are presented as operating cash flow.
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STATEMENT OF AGCOUNTING POLICIES (continued)

Hew Aceounting Standards aod WG srpretations

Ausiralian Accounting Standards that have recently been issued or amended but are nat yet effective have not bees
adopted for the annual reporting pericd ended 30 June 2006. There ase no anticipated changes 1o Traka Resources
Limited’s accounting palicies is future periods as a result of these changes. Below is a summary of recentty amended or
issued Accounting Standards relevant to Traka Resources Eimited:

35
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AASB Amendment | Affected Standard{s} | Nature of chasge to | Application date of | Application date
accounting policy standard* for Company
2005-1 AASB 139 Fnancial No change 1o 1 Januasy 2006 1 July 2006
instruments. accountisg policy
Recognition and required. Therefore no
Measurement impact.
2005-4 AASB 139 Fnancial No change 1o 1 Januasy 2006 1 July 2006
instruments. accountisg policy
Recognition and required. Therefore no
Measurament, impact.
AASE 132: Hinancial
instruments. Disclosure
and Presentation,
AASE 1: Frst-fime
adontion of AfFRS,
AASE 1023; General
insurance Confracts,
AASE 1028; Life
insurance Contracts
2005-5 AASB 1; First No change 1o 1 Januasy 2006 1 July 2006
time adapiion of accountisg policy
AFRS, AASE 138 required. Therefore no
Financial fnstruments: | impact.
Recognition and
Measurement
2005-16G AASB 132: Financial No change 1o 1 Januasy 2007 1 July 2007
instruments. Disclosure | accounting policy
and Pragsentation, AASE | required. Therefore no
101: Prasentaiion of impact.
Financial Statements,
AASE 114: Segment
Reporting, AASE
117: Leases, AASH
133: Earmings Per
Share, AASE 138;
Financial Instruments.
Recognition and
Measurement, BASE 1
First-fime adoption of
AFRS
New standard AASB 7: Financis No change 1o 1 Januasy 2007 1 July 2007
[nstruments: accounting policy
Disclogures required, Therefore no
impact.

" Application date is for the annual reporting periods beginning on or after the date shown in the above table.
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NOTE 2. REVENUE
Revenue from continuing operations
Cther revenue
Compensation for refease from mineral rights optics expenditure 120,000 200,600
Management fees 99,429 -
interest received — other corparations 33,705 109,538
Sundry income 419 1028
Bevenue from ordinagy activities 253,553 310,667
NOTE 3. EXPENSES
{oss before income fax inciudes the following specific expenses:
Depreciation - Plant & equipment’ 16,182 14,305
Exploration and evaluation expenditure written oft 822,520 1,283,065
Bental expense relating to operating leases 55,445 24,450
Employee benefits expense 151,662 91,597
NOTE 4. INCOME TAX
{a) Income fax expense - -
{bj Loss from continuing operations before income fax {1,006,382) {1.348,347)
Tax at the Austratian fax rate of 30% (301,915} {454,504
Tax effect of amaunis that are not tax deductibie (faxable} in calculating
Taxable income:
Employee share scheme 9570 1,350
Deferred tax assets relating fo fax Iosses and temparary differences not 282,345 403,154
recognised
income tax expense - -
The frasking account batance at year end was nil. (36 June 2005 nil)
{c) Deferred tax assets and liabilities not recognised relate to the following:
Deferred tax asseis
Tax losses 1,224,526 808,029
Other temporary differences 62,322 83,376
Deferred tax liabilities
Other temporary differences " -
et deferred tax assets 1,286,848 892 405

Net deferred tax assets have not been brought fo account as i is not probable within the immediate future that fax peofits will be
available against which deductible temparary differences and tax losses can be utilised.
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2006 2005
8 3
NOTES5. STATEMENTS OF CASH FLOWS
Beconciliation of operafing loss after income tax o net cash used in operating
acfivities:
Operating loss affes income tax {1,006,382) {1.352,647)
Deoreciation 16,182 14,385
Mon-cash employae benefit expenze 31,900 4,500
Payments for purchaze of exploration properties written off 86,364 -
{Increasel/decrease in receivables (141,833} {3,508)
{Decrease)increase in payables (249,263} 192073
increase/{decrease) in provisions 874 6,382
Het cash oulflow from operating activities {1,262,158} (1,138,105
NOTE 6. CURRENT ASSETS — CASH AND CASH EQUIVALENTS
Cash at bank and on hand 46,889 417 BB
Deposits at call 300,000 1,000,000 37
346,889 1,417,846 §
&
NOTE7. CGURRENT ASSETS - TRADE AND OTHER RECEIVABLES g
Trade debiors 172,321 2,241 %
(ther debiors 4,591 21,539 %
{leposits " 11,200 E
176,912 30,079 3%
=
NOTES8. NON-GURRENT ASSETS -~ PROPERTY, PLANT & EQUIPMENT g
Plant & equipment at cost 58,934 53,501 g
hecomslated depreciation {35,780} 119,598 &
23,154 33,903

feconciliations

Beconciliations of the carrying amousts of each class of plast and equipment
at the beginning and end of the currest financial year are set oul below.

Office Equipment

Carrying amount at 1 July 33,903 40,206
Additions 5,433 8,09z
Depreciation expense {16,182} 114,308)

Carrying amouni &t 30 June 23,154 33,803




2006 2005

NOTES. NON-GURRENT ASSETS — EXPLORATION AND EVALUATION
COSTS CARRIED FORWARD

falance at the beginning of the finascial year -

Explaration and evaluation costs incusred during the financial year 822,520 1,283,065
Exploration and evaluation costs expensed during the financial year (822,520} (1.289.065)
Balance at 30 June 2006 "

NOTE10. CURRENT LIABILITIES — TRADE AND OTHER PAYABLES

Trade creditors 18,808 250,579
Other creditars 335 184
Aecried expenses 8,901 28,786

28,094 278,549

NOTE 11. CURRENT LIABILITIES — BORROWINGS
Unsecured Credit card debt 2,192

2,192

NOTE 12. GURRENT LIABILITIES - PROVISIONS
fmployee entitlements 9,314 8,440

The Company had two employees at the end of the financial year (2005: 1}

NOTE13. EQUITY — CONTRIBUTED EQUITY

{al Share capita
Fully paid ardinary shares — 33,586,852 (2006: 31,700,000 4,418,760 4,136,702
{bl Movements in ordinary share capital.
Date Getails Number of Shares lssue Price § §
/7104 Batance 31,766,000 4,136,762
30/06/05 Batance 31,760,000 4,136,762
18M11/05 Shase issue pursuant to 1,886,662 0.15 2582 998

ghare purchase plan

30/06/06 Balance 33,586,652 4,418,760
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fc} Share Oplions

No. of Ordinary Shares Subiect to Option

Expiration Date

Exercise Price

2.000,600 10 Detober 2008 35 cenis
50,000 31 Becember 2009 20 cenis
1,000,000 29 Movember 2015 20 cents
{dl Movements in the number of opfions
Date Details Na. of Options Exercise Price
01/67/04 Balance 2,666,000
05/02/05 Options isaued 50,000 20 cents
30/06/05 Balance 2,650,000
2%11/05 Options isaued 1,000,000 20 cents
30/G6/06 Balance 3,656,000
fei Ordinary shares

{Ordinary shares enitle the holder fo participate in dividends and the proceeds on winding up of the Company in propartion
io the sumber of and amounts paid on the shares being heid.

(I a show of hands every holder of ordinary shazes present at a meeting, in persan ar by proxy, is entitled fo one vote and
upan a poil each share is entitied to one vote.

g
2006 2005 z
$ $ B
=
S
NOTE 14. EQUITY — RESERVES &
=
S
Share based payments reserve 36,4900 4,500 a
T
=
Movements %
%
Bate Details $ >
)
01/07/04 Balance . -
L]
05/02/05 Dotions issued 4,500 =
30/06/05 Balance 4,500
20/11/05 Dotions issued 31,800
30/06/06 Balance 36,400

39

Nature and purpose of reserves

The share-based payments reserve is used to recognise the fair value of options issued.
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2006 2005
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NOTE 15. EQUITY — ACCUMULATED LOSSES
Accumulated losses at the beginasing of the financial year {2,942,423} (1,089,578
fet loss {1,0086,382} {1.352.847)
Aecornulated losses at the end of the financial year {3,948,805} {2,042 423

NOTE 16. FINANCIAL INSTRUMENTS

{al Inferest rafe risk exposures

The Company is exposed to movements in market interest rates on short-term depasits. The policy is o manitor the
interest rate yield curve out fo 120 days to ensure a balance is maintained bebween the liguidity of cash assets and
inferast rate returs,

The Company's exposure fo interast rate sisk and the effective weighted average interest rate for each class of financial
assets and financial liabifities is set out is the following table.

Fxposuses arise predominantly from assets and liabilities bearing variable inferest rates as the company intends to hold
fived rate assets and liabilties to maturity,

2006 Floating Fixed interast maturing in Non-Interest Totat
interest1ate  yearor  overiyear morethans  bearing
less less than 5 years

8 8 § $ $ $
finansial Assets
Cash and cash equivaienis 46,689 300,000 - - 200 346,689
inoée B
Receivabies (note 7 - - - - 176,012 176,912

46,689 300,000 - - 1112 h23.801
Weighted average inferest rate 2.8% 5.4% - - - -

Financial Liabilities

Trade and other payables (noie ) - - - - 28,094 268,084
Borrowings (note 11) 2132 - - - - 2132

2,192 - - - 28,094 30,288
Weighted average inferest rate 168.76% - - - - -

Net firancial assets {liahilities} 44,457 300,000 - - 149,618 483,515
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NOTE 16. FINANCIAL INSTRUMENTS (continued)

2005 Floating Fixed interest maturing in Ken-Inierest Totat
interest1ate  yearor  overfyear morethans  bearing
less less than 5 years
8 8 8 $ $ $

finansial Assets
Cash and cash equivaienis AT 645 1,000,000 - - 200 1,417,848
Receivables - - - - 33.023 33023

417,846 1,000,000 - - 33,223 1,450,869
Weighted average inferest rate 4.45% 5.50% - - - -

Financial Liabilities

Payables - - - - 279,549 279,548

- - - - 273,549 279,549

Weighted average inferest rate - - - - - -

Net financial asssis {liahilities) 417,648 1,000,000 - - {246,326) 1171326

{bl Financiat assels

{ther receivables are carsied at nominal amounts due. Interest is faken up as income on an accruals basis.

fc} Financiat liabifffies
Liapitities are recognised for amounts to be paid in the future for goods and sesvices received, whether or not billed to
ihe entity.

{dl Credff risk exposures
The entity does not have any material credit risk exposure to any single debtor or group of debtors ¢nder financial
insiruments entered into.

fe} Net fair value of Hnancial Assels and Liabilities

The carrying amount of cash and cash equivalents approximates fair vaiue because of their shost-term maturity,

NOTE 17. RELATED PARTY TRANSACTIONS

Directors of Traka Resources Limited during the financiaf year were:

Meil Tomkinsan

Patrick Andrew Verbesk
George Jusis Petersans
Joshuz Norman Pitt

Blisclosures relating to directors and key management personnel are set out in the directors’ report and in Mate 18,

Oiher refaied parly iransactions

Bluring the financial year Traka entered info an agreement with Red Hill ron Lid {"Red Hill"), a company of which Mr Pitt is & directos,
whereby Red Hill agreed to rent affice space from Traka oa rormal commercial ferms and conditions. Amounts received from RBed Hil
totailed $18.063.

There are no ofher related parly fransactions other than those relating to directars' semuneratios

ELN
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NOTE 18. KEY MANAGEMENT PERSONNEL DISCLOSURES

{al Directors
The following persons wese directors of Traka Resources Limited during the whale of the financial year:

Mon-axecutive Chairman
Neil Tomkinson

Managing Director
Patrick Verbeek

Non-axecutive Directors
(George Petersons
Joshga Pitt

i Diher Key Management Personnsl

The following person also had autherity and responsibility for planning, directing and controiling the activities of the
Company, disectly or indirectly, during the financia year:

Company Sscrefary
Dasmond Keily

{c) Key Managemsnt Personnel Compensation
2606 2605
8 %
Short ferm employee benefifs 282998 258,000
Post employment benefits 5,400 5,400
Share based payments 31,900 -
320,298 263,400

The Company has faken advantage of the relief provided by ASIC Class Order £6/50 and has transfesred the detailed
remuneration disclosures to the Disectors' Beport,
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{dh Equfly Instrument Disclosures Relating fo Key Management Personnel

Ontions provided as remuneration and shares issued on exarcise of such options

KEY MANAGEMENT PERSONNEL DISCLOSURES {continued)

Details of options provided as remuneration and shares issued on ihe exercise of such optians, together with the terms
and candifions of the options, can be found in the directors' report,

Option foldings
2006
Name Balance at the Granted Exercised Baiance at the Vested and
beginning of the during year as during year end of the year  exercisable af the
year compensation end of the year
Directors
N Tomkinson - - - - -
Pyferbeek 2,000,650 1,000,000 - 3,000,606 3,000,000
Jd Pitt - - - - -
G Petersons - - - - -
Ciher Key Management Personnel
{3 Keily - - - - -
2005
Name Balance at the Granted Exercised Baiance at the Vested and
beginning of the during year as during year end of the year  exercisable af the
year compensation end of the year
Directors
N Tomkinson - - - - -
Pyferbeek 2,000,650 - - 2,000,606 2,000,000
Jd Pitt - - - - -
G Petersons - - - - -

Ciher Key Management Personnel
{3 Keily -

43
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KEY MANAGEMENT PERSONNEL DISCLOSURES {continued)

The numbers of shares in the Company held during the financial year by each director and ather key masagement
persannel, including those heid by their personally related entities, are set out below. Thare were no shares granted dusing
the reparting period as compensation.

2006
Name Balance ai the Acquired during year  Disposed during year  Balance at the end of
beginning of the year the year

Direclors

# Tomkinsan 2,280,000 48,333 - 2,328,333

Pyferbeek 1,850,000 56,666 - 1,916,666

J Pitt 2,150,000 736,193 - 2,886,193

G Petersons 1,750,000 - - 1,750,000
Diher Key Management Personnel

{1 Ketly 700,000 33,333 - 733,333

2005

Name Balance ai the Acquired during year  Disposed during year  Balance at the end of

begisaing of the year the year

Direclors

# Tomkinsan 2,240,000 40,000 - 2,280,000

Pyferbeek 1,850,000 - - 1,850,000

J Pitt 2,150,000 - - 2,150,000

G Petersons 1,750,000 - - 1,750,000
Ciher Key Management Personnel

3 J Kelly 700,000 - - 700,000
fei Loans fo Key Management Personnel

There are no |oans made io directors or ather key management personsel of Traka Hesources Limited.

4

Diher Transactions with Key Management Personnel

There are no other fransactions with key management personnel.
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Notes to the Financial Statemenis
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NOTE 19. AUDITOR’S REMUNERATION
2006 2005
8 8
Audit Services
fees paid to Homwath Audit (WA Pty Lid
Amounts received, or due and receivable by the auditors for
- Auditing the financial reports of the company 12,560 9,875
Taxation Services
fees paid to Horwath (N4 Pty Lid
Amounts received, or due and receivable by the tax agent for:
- Tax comgliance services including preparation of Company income tax returns 7,700 4,770
Tatal remuneration 20,260 14,645

NOTE 20. EVENTS OCCURRING AFTER BALANCE DATE

Mo matters or circumstances have arisen since the end of the financiat year which have significantly affected, or may affect the
oparations of the entity, the resuits of those operations, or the state of affairs of the entity in fingncial years subseguent to the

financial year ended 30 June 2008,

NOTE 21. SEGMENT INFORMATION

Traka Resources Limited operates in the mineral exploratios indestry oaly within Austratia which is a single geographic segment.

45
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2006 2005
§ $
NOTE 22. COMMITMENTS FOR EXPENDITURE
Lease Commiiments
Commitments in relatios: t0 izases contracied for at the reporting date but not
recognised as fHabilities, payable:
Mot later than one year 46,615 46,615
{ater than one year but not later than five years 42,730 89,345
{ater than five years " -
89,345 135,960
Representing:
Miniraum: fease payments in relation fo nos-cancellable operating leases 80345 135,960
Exploration Tenements
in arder o maistain custent rights of teaure to explosation ard mining
tenements the Company has the foliowing exploration expenditure
requirements up untii the expiry of the tenements,
Mot later than one year 869,646 611,618
Later than one year but not iater than five years 1,330,774 1,315.060
Later than five years - -
2,220,420 1,926 668

{enements are subject to annual expenditure requiremenis and thus commitments in excess of 12 months are scbject to the
Company wishing to retain the properties, and of maintaining them in good standing by meeting the misimum ann«al expenditure
reguireraent.

The expenditure commitments may be reduced by separate agreements and sndestakings entesed inta by the eatity or they may
increase if the entity 13 successful with further explosation.

Remuneration Commiliments

Commitments for the payment of salaries and other remuneration snder
long-tesm employment contracts in existence at the reporting date but nat
recognised as labiliies, payable:

Mot later than one year 185,000 68,750
{ater than one year but not later than five years 77,083 -

{ ater than five years - }

262,083 68,750
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2006 2005
§ $
NOTE 23. EARNINGS PER SHARE
Hasic and diuted loss per share {cents per share) (3.07; {4,273
Weighted average sumber of ordinary shares used as & denominator in
calcutating basic and diluted earnings per share 32,692 431 31,700,000
The lnss used in the calculation of basic and diluted eamings per share is
the Ioss from ardinary activities before income tax as showes on the coma
Statemeant {1,006,382) (1,352,847
NOTE 24. EMPLOYEE BENEFITS
Emploves Benefits and Related On-cost Liabiities
Provision for employee benefits — current {Note 12 9314 8,440
Awerage number of employees during the financial year 2 1
Traka Resources Limifed Share Option Plan 47

The Traka Resources Limited Employes Shase Option Plan ("£S0P") was adopied by the Comparny far the purpose of recognising the
efforts of, and providing incertive to, employees of the Company. A summasy of terms and conditions of the £S08 is set aut below:

. Under the £ESOP the Company may offer options 10 subscribe for shares in the Company fo eligible persons. Directors and
nari-time or full-time employees are eligible persans for the puspose of the £ESOP.

. The board of directors has discretion to determine wha and to what extent an eligible person is entitled to participate in the
£S0R

. Options under the ESOP are to be offered on such terms as the board determines and the offer must set oot the nomber of
aptions offered, the exercise prce and the periad of the offer, Exercise price is determined by the board with reference o the
rmasket value of the shases of the Company at the time of resalviag to offer the aptions. Pericd of the offer will be no lenger
tharn five years.

. Mo consideration is payable for the options unless the board determines othenadse and the Gompany wiil not apoly for
guotation of the aptions.

§002 [HOdIH WNNNY QLIANSIIUANSTY WIVHL

. The ootions are exercisable in whoie or part, and shares will be issued within 13 business days of the receint of notice of
axercise and payment in full of the exercise price.

. if an option holder ceases o be an eligile persan prior 1o the earliest date for exercise of their aptions for asy ofher reason
thar retirement at age 80 or gver, pesmanent disability, redundancy or death, the options wil automatically lapse. If an option
holder ceases o be an eligible person aiter the earliest date for exescise of their options for any other reasan than retiremeant
at age 60 or over, permanest disahility, redundancy or death, the aptions will lapse afier three maonths.
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NOTE 24. EMPLOYEE BENEFITS (continued)

Set qut below is a summary of options granted under the plan

Grani date Expiry date Exerciss price § Balance a the Issued during Balance at the
start of year year end of year
b February 2005 31 December 2009 8.20 50,000 - 53,000

No employee options wese exercised during the year,

Share-based paymeants to directors can be found in the direcfors’ repost.

Fair Value of Employee Oplions Granfed

There were no options granted during the year. During the previous year, 50,000 options wese granted under the Employee Share
Option Plan,

The assessed fair value of the 2005 options at grant date was $0.09, determined using a Black-Scholes aption pricing mode! that
fakes infe account the exercise price, ferm: of the option, the impact of diution, the share price at grant date asd expecied price
volatility of the underlying share, the expected dividend yield and the risk-free interest rate for the term of the option.

The options included mode inputs:

2605
Volatifity 7G%
Expected dividend yisld 0%
Bisk free mterest rate H%
Expected e of the option b years

The expacted price volatility is based on bistoric volatilify (mased on remaining life of the options), and any expected changes io

Tugure volatility dee to publicly available information was alse considered. The options were granted for no considesation. There was
insufticient evidence of the behaviour of option holders canceming exercise date, and seither was there any other obvious indication
of what might e the likely exercise pattern. As such it was assumed that the exercise date was the iast possible exercise date. There
were no vesting conditions on the options and accardingly these options vested immediately.
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NOTE 25. EXPLANATION OF TRANSITION TO AUSTRALIAN EQUIVALENTS TO IFRS

{a) Reconcitiation of equity reported ender previous Australian Generaily Accepted Accounting Principies {AGAAF) to equity
under Ausiralian eguivaients to IFRS (AFRS)

i, At the date of transition to AIFRS: 1 July 2004
There were no material adjustments at this date.

il. At the end of the last half-year reporting period under grevious AGAAP: 31 December 2004
There were no materiai adjustments on transition af this date.

ii, At the end of the iast reporting period under previous ARAAP: 30 June 20605

Notes Previous AGAAP  Effect of transition AIFRS
to AIFRS
$ § $

CURRENT ASSETS

{ash assets 1417.848 1,417 846

Feceivables 35,079 35079

Total current assets 1 452 025 1,452 525

NON-CURRENT ASSETS

Plani & equipment 33,803 33,803 §
g

Jotal nos-gurrent asseis 33.903 33.003 E‘
g

TOTAL ASSETS 1,486,828 1,486,828 é
=

CURRENT LIABILITIES §
m

Payables 279,548 279 b4d g

Provisions 8,440 8,440 =
=

i egegn i)

Jotal currest liabitities 287,959 287 989 ;‘né
=
M3

TOTAL LIABILITIES 287,989 287,989 §

NET ASSETS 1,198,838 1,198 830

EGUITY

Contributed squity 4,136,762 4,136,762

Bieserves i 4,500 4,500

Accumuizted fosses i (2,037,923 (4,500 (2,942 423

TOTAL BEQUITY 1,198,838 1,198 830
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NOTE 25. EXPLANATION OF TRANSITION TO AUSTRALIAN EQUIVALENTS TO IFRS
{continued)

{ Reconcifiation of profit under previcus AGAAP 1o profit under Australian equivaienis to BRSs (AFRS)
i, Heconciliation of toss for the half-year ended 31 Decembar 2004
There were no material adjustments at this date

il. Heconciliation of toss for the year ended 3G June 2005

Noies Previous AGAAP  Effect of transition AIFRS
to AIFRS
$ 3 $

Revenue 310,587 - 310,587
Frployes benefits expense ) i, 87,492 (4500 {01,992
Depreciation expense 14,395) - {14,395
Office and administration expense {267,962 - {267 962
Feoloration and evaluation {1.288,065) - (1,288,085)
expanditurs

Loss before income tax {1.348,347) (4500 (1,352 847)
fncome iax expense - - -
Loss attributable to members of

Traka Resources Limited (1,348,347 (4,500 (1,352,847

i) Reconcitiation of cash fiow statement for the year ended 30 June 2005

The adoption of AFRSs has not resulted in any material adiusiments to the cash flow siatement.
{d Motes to the reconciliations
Share based paymeanis

Under AASB 2 Share Based Payments from 1 July 2004 the Compasy is required to recognise an expense for those
options that wese issued to direcfors.

i At 30 June 2005 there has been an increase of $4,500 in accemelated losses and 4 carrespanding
increase in reserves.

il. A% 30 June 2005 there has been an increase in employee bensfits expense of $4,500.




In the direciors’ opinion.

{fa)  the financial statemenis and notes of the Company and the additional disclosures included in the Directors’ Report designated
as audited, are in accordasce with the Carparations Act 2001, including:

iy compiying with Accounting Siandards, the Corparations Beguiations 2001 and other mandatory professionat
reporting requirements; and

{ii) giving a true and fair view of the company's financiai position as at 30 June 2006 and of its performance, as
represented by the resuits of their operations, changes is equity and their cash fows, for the financial year
ended on that date ; and

{h)  there are reasonable grounds to believe that the company will be able to pay is debis as and when they become due and
nayable: and

) the audited remeneration disclosures set out on pages 24 o 23 of the Directors' Report camply with Accounting Standards
AASE 124 Belated Parly Disciosures and the Corporatioss Regulations 2001,

The directors have been giver the declarations by the chief executive officer and chief financial officer required by section 2854 af
the Corporations Act 2601,

This declaration is made in accordance with & sesolstion of the directars,

93]
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WEH, YOG

Chairman

Biated the 13th day of September 2006
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Horwath

14 September 2006
Private and Confidential

The Board of Direclors
Traka Resources Limited
Suite 2 Ground Floor

43 Ventnor Avenue
WEST PERTH WA 6005

AUDITOR’S INDEPENDENCE DECLARATION

Horwath Audit (WA} Pty Lid
ABN 74 112 284 787
Chartered Accotrttants

A mermber of Horwath international
128 Hay Street Sublaco WA G008
PO Box 700 Wast Perth WA 6872
Email horwath@perth horwath cam.au

Teiephone (08) 9380 8400
Facsimile ({8) 9380 3499

This declaration is made in connection with my audif of the financial report of Traka
Resources Limited for the year ended 30 June 2006 and in accordance with the provisions of

the Corporations Act 2001,

As fead auditor | declare that, to the best of my knowledge and belief, there have been:

« No contraventions of the auditor independence requirements of the Corporations

Act 2001 in relation to this audit;

« No coniraventions of the Code of Professional Conduct of the Institute of
Chartered Accountants in Australia in relation to this audit.

Yours sincersly
HORWATH AUDIT (WA} PTY LIMITED

et .

(:':;.wr& W

GLYN O'BRIEN
Director

Mk iate Anedd CH 3 P00 E0E ool Y S50 a s N 2SR v balEy 2 T olnier Jiveny af civietese,
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Horwath

Horwath Audit {WA} Pty Lid

ABN TS 112 284 7B7

Chartered Accouniants

A member of Horwath infernationsd
128 Hay Street Sublaco WA 8008
PO Box 700 Waest Perth WA 8872
Ermait horwath@iperth horwath.oom ae

Telephone {38} 3380 8400

independent audit report on the financial report to Facermile (08) 9380 5490

members of Traka Resources Limiled

We have audited the accompanying financial report of Traka Resources Limited (the
company) for the year ended 30 June 2008, The financial report comprises the balance
sheet at 30 June 2006, and the income statement, statement of changes in equity, cash fiow
statement, summary of significant accounting policies and other explanatory notes, and the
directors’ declaration for the year then ended.

We have also audited the information aboul the remuneration of directors and execulives
{(“remuneration disclosures™), the company has disclosed in accordance with Accounting
Standard AASB 124 Related Parly Disclosures, under the heading “remuneration report’ in
pages2010230f the directors’ report, as permitted by the Corporations Regulations 2001.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the
financial report in accordance with Accounting Standards in Australia and the Corporations
Act 2001. This responsibility incluties: designing, implementing and maintaining internal
control retevant to the preparation and fair presentation of the financial report that is free from
material misstatement, whether due o fraud or error; selecting and applying appropriate
accounting policies;, and making accounting estimates thal are reasonable in the
circumstances,

Auditor's Responsibility

Qur responsibility is o express an opinion on the financial report and the remuneration
disciosure based on our audit,. We conducted cur audit in accordance with Auditing
Standards in Australia.  Those standards require that we comply with relevant ethical
requirements relating 10 audit engagements and plan and perform the audit to oblain
reasonable assurance whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disciosures in the financial report. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material missiatement of the financial
report, whether due to fraud or error.  In making those risk assessments, the auditor
considers internal control relevant to the endity’s preparation and fair presentation of the
financial repart in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinicn on the effectiveness of the entity's internal
contrel.  An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the directors, as well as evaiuating
the overail presentation of the financial report.

We belisve that the audit evidence we have obtained is sufficient and appropriate fo provide
a basis for our audit opinion.

Mazrw i Sudlit JeA) Fhe L oo Ira gegieficn aif @il et ferres of chgpbered accnuntaeiy wita dre o Hinrasafh & il o Asiniliia




Horwath

independence

We are independent of the company, and have complied with the independence
requirements of the Corporations Act 2001, in addition fo our audit of the financiai report, we
were engaged 10 undertake the services disclosed in the notes to the financial slatements.
The provision of these services has not impaired our independence.

Auditor's Opinion

In our opinion;

1. The fnancial reporis of Traka Resources Limited are in accordance with the
Corporations Act 2001, including:

{a) giving a true and fair view of the company’s financial position as at 30 June 2006
and of its performance for the year ended on that date; and

{b) compiying with Accounting Standards in Australia and the Corporations Reguiations
2001.

2. The remuneration disclosures that are contained in pages 20to23 of the directors’ report
comply with Accounting Standard AASB 124 and the Corporations Regulations 2001,

Dated the 14" day of September 2006,

Yours sincerely
HORWATH AUDIT (WA) PTY LIMITED

Hoaamer

o (ORI

GLYN O’'BRIEN
Director



Laditional information reguited by the Ausiralian Stock Exchange Limited Listing Rules and not disclosed elsewhere in this repost.

SHAREHOLDINGS

Subwtaniiat sharebwbdors

The foliowing substastial shareholderss have lodged notices with the Company as at 29 September 2006

Holders Ordinary shares
Crescent Nominees bimited 4,053 586
Wythenshawe Phy Lid 2,686,193
Warramboo Holdings Pty Lid 2,328,333
George Juris Petersons 1,750,000
Maizhang Pty Ltd 1,916 666

Olasn of shares aoth veding vghds

&t 29 September 2006 there were 365 holdess of the ardinary shares of the Company. The vating rights attaching fo the ordinary
shares, set out in clause 10.20 of the Company's constitution, are:

Subject to any righis for the ime being attached o any class or classes of shares at general meetings of Members or ciasses of
Members;

. fach Member entitled fo vole may vote in person or by proxy, atiomey or representative;

» On & showe of hands, every person who is present who is a Member or & proxy, attorney or representative of a Member has
one vote; and

. On a poll every person present who i3 2 Member or a proxy, attorney or represeniative of a Member shali, in respect of each
futly paid share held by him, or in respect of which he is appointed prowy, attormey of representative, have one vote for the
share, but in respect of pastly paid shares, shall have a fraction of a vote for each parily paid share. The fraction shall be
equivalent to the proportion which the amount paid (aot credited) is of the total amounts paid and payable, {excluding amounis
credited). in this clause, amounts paid in advance of a call are ignored when caiculating a true proportios.

&t 29 September 2006, there were options aver 3,060,300 unissued ardinary shares. There are no vating rights attached fo the
unissued ordinary shares when the ootions have been exercised,

Sve-rmmrind -k

There s no current oo-markat buy-back.

Pestribiiont of sharehodders (o o 28 Septamber 2008)

Number of holders

Category Ordinary shares Options
1-1,000 14 ]
1,001 - 5,000 28 ]
5,001 - 10,000 38 ]
14,001 — 100,000 23 1
166,001 + 48 2

368 3

rmrhetaide parcsls

There were 16 holders hoiding less than & marketable parcel of ardinary shares.
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Hrnnuated soowritie

There are the following unguoted securities on issue:
3,050,000 aptions

Bentricted Beourities

There are no restricted securities

Taperty largest securily Dobders e ot 29 September 200G

Ordinary shares {ptions

Holder name Member % Mumbes %
Crescent Nominees bimited 4,803,686 11.92
Wythenshawe Phy Lid 2,886,183 8.50
Warramboo Holdings Pty Lid 2,798,333 8.84
George Juris Petersons 1,758,000 5.21
Maizhang Py Ltd 1,595,833 4.75 2,000,800 §5.57
Desmaond John Kelly <Bd Relly Family Account> 733,333 216
Yandal investments Pty Lid £55,000 1.94
{eacorp Py Lid 585,000 1.77 56
Second Masemi Pty Ltd 450,000 1.34 =
Maizhang Py Etd=Patrick Verbeek Super Fund Account> 320,833 £.06 g
Julian Francis Gordos Phillips <JFG Phillips Family c'?/i;‘
Account> 300,000 £.89 §
Mr Donald George Maloney 254,000 4.88 a
{lenioma Heldings Piy Lid <The MB Super Fund Account» 272,000 0.8 %
Mr Terrence Peter Williamson + Ms Jonine Mares Jancey §
<'the Witjan Super Fuend Account= 258,083 .77 %
Annsborough Pty Ltd 218,000 {.65 z
Mr Geraid Francis Pautey + Wr Michael James Pauiey §
<Pauley Super Fund Account 214,833 0.64 g
Florin Mining Investment Company Limited <Traging 3
Account 211,333 0.63
Wrs Karen Elizabeth Carpenter 205,000 4,80
fualon Investimeants Py Lid 205,000 4,80
Mattim Pty Ltd <Nattim lnvestaent Account> 205,000 £.80
Patrick Verbeek - - 1,000,000 3279

17,852,460 h2.57 3,000,800 95.36

fither Ivdorrriation

Traka Resources Limited, incorporated and domicited in Ausiralia, is a publicly fisted company fimited by shares.
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