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Managing Director’'s Review

'.@wewmw

'ﬁ_ Hil- Enct Gold {HEG) has the ma;omy of The Hill End qoldﬂeici under tenement wﬁ:h a
- DRATET of high po:eﬁml targets, re'lcéy fo{ dnltrnq e

ﬁ -'-_The Company has tarc;eted a resource pot aitial Of 4 b T mon CLNCes of c;old in new

}%&ay %”amm

m . Ternements of *)40 square kllometres inciude thﬂ very hzgh c;mde Qperatlo gic of the
118708 such as the Hawking Hit and: Fied Hill- Tambaroom depo%m whlch roqether
S pragiced 6 millicn: ounces of goid

ﬁ The Hawking H i depositis esﬂmated to have been ong mt[tlon ounces 0“ qold pnoz’ ta .
L mining m the "187‘05 Reportﬂd produc*hon was 4a 5O, ODO IDHHE"% et approxzmateéy BGOg/1

'ﬁ THEGHS dn; ing the Reward-area wsrh atarget scope of SOU OOO 1000, OOO tonnes at an-
- average qrade between 10 and- 20 g/‘sAu :

kI Exten'%we hjgh grade surface work[nc;% aloNg tne Hlll End Aniicllne ndicate tne potentlai

Baclkoround

HiE End Gold Limited &5 2 gold explovazion and development comparty whicl:
Hsted on che ASK in July 2003,

The Company has wenemenss over the matority of the historic 2"[1] End goldield,
which is locased approximately sixey kilomeires nortewe
Sl W

Emnenls

ales. Reported gold production lrom the area of the C.:Ul'l'lpa]i?}-:a

is approximately 1.0 million vances of gold from higl: grade hard rock

woTkin Lachlan

cand ailuvial sources. Hill £nd is located s the north-ea

Fold Bel, which is the ba growing gald producing area in Ausialia witly over

5 developed since the 1980s.

40 million cences of gold in new prog




The Mt End Project

STIETLES

Oy ey VET

approsimately 68

kilometres of sivile along

the Hill
including the highly

End Anticling

mineralised Hiil Fnd soractural
corridar which has hosted the
majoricy of very high grade gold

depesits ir the 1411 Bnd area.

Drifling has wdentilicd an extension o the
Bigh grade Hawlking Hill deposit in the
RL ward ares and a potential repeat of a
Hawkins Hill stvle deposis an Red Hill
!"'Lu'zl'wz' drilling is planned 1w ousdine

the Reward deposi and to explore lor

repetiiions of the previously mined ~1
million cunee sized deposics
FHE End ¢

kilamess

in the large

stamn, partcealarty the wn

B

of sirike along the eastern
structural corrider hetween Mawlkins Hidl
ard Regd Fll

A new understanding of the controls
of the high grade gold minerafisation
ardd recent rmapping have fargefed
areas for immediate driling.

Outlpok for ZO0S/2006: -
B “Outine of the nigh grade gold - ..
- depostt in the Reward area by - ™

. LE LSEReS
T R
it o 5
i
o
BB ot Wi et e
L L e
TR Juwcohiruning:

B Srscacratieccmzpinss

. drilling atong strike and down dip
coofthe exigting mtersec*hona N

-@. .".The target scope for the Raward area is 500, DOO 1 OOO OOO Tome@ a1 an ave“)qe

grade between 10 and 209/tAu;

# -"-Dnlhng beneath the surface WC}FKIHQ‘% aiong 1hc Hill End An‘{zcim particu!{;id_y_ at Red ?"_“i_i”,

s ‘to 1dentrry new h;qh gz’ade depomt% at qhaﬂow Clepth; - I
:&_ F’reparatlon }‘or further project developmem and drsihng ciumq 2000,

& -'_Acquz%mon of mineread prOJects W|th near, 1Prm pmentfaé for 5 gntfscanf cagh, flow




Potential for discovery of significant gold deposits

Joration records [or the il

Digital compilation of nrevious mining and e
Thgital compi ¥ i

End area and mapping of the mi 1o a new understanding

of the controlling strectural leatures for the high grade gold deposits on the

Companys Hill End enemens,
sgh grade gold deposits of
Bendige and Ballarar in Victeria, being seucrarally conmrolied mineralisacion

i share bels host rocks. Bendige has produced 22 million ounces of gold

and has been mined to a depth of 1400 metres, while Ballaray produ

d

12 million cances and has | mined 1w a deprh of 930 metres. Hill End
oy 1%

by unexgplored ar depth,

has produced 1.6 million ounces of gold in waorkin al

5 depth 1o a maxirmum depih

of anby 250 mey

and s almost complee

Alf major gold depos wd occur in association with quarnz in the 50200 meire wide
steeplvdipning sural corridors running along boih sides of the HEl End Ancicline. The goid

oceTs as very high grade gold shoois in quartz veins and stecloworks i3 wide minerabised zones
which repeat along the structural cormidor and dewn. dip below the old worldngs. Very linde dritling
has beenr andertalen on either the western or the eastern ssvuctaral corridor which is the current
foras for drilling.

The Hawking Hil deposit which is located soath of the town of Fi# End produced over a reported

M ounces al a
Hit and Tambaroora-Red Hill depos

ade of appr

by 300g/AG during the nineteenil censury. The Hawkins
sl dre

stimated to have each contained ~one million

eunces ol gold prior w mining during the ningeerh cemurg

The very large Hill End mineralised systerm extends over 25 kifornetfres along the
Hill End Anticline and is inferpreted to contain significant gold deposits below the
extensive shallow workings.

HMawlking Ml - Beward Development

The Reward deposit s approsdmately $00 mesres nonl: along

and is locaved in

> (1

SLTE the Hawlkins Hill depo W UBPET
pary of the same 120 meoe thick slae unit which T

i

Harwling Hill depos

Twelve reverse circulagion holes we

Reward area during the year, toralling 9314 mer

fve holes

ontinaed on wish HO3 diamond tails for a farther
S02.7 metres drilled.

The diamond deil holes were de

cred strike v > al Reward

e high grade z¢

whicl: has previoushy retumed assavs up o 208giAu over

dividual wein,

[rom previews dritling and

A recenly completed five hale pro

s with visible gold a: drill iersections.

¢ mineralisaic

approximately 400 metre drhy visible gold i a
rumiber of thick zones of guartz veining.

A reliable predictive model for the Reward mineralisation has

now been estabiished and detalled 1o

ping angd sampling of the

5 10 inerpres she dill | viein sels ati

drili core is in p

bi

10 ade Tiation.

ish gold g

Fursher drillir planned a1 Reward in
developmerst with a tar

I

cope of 300,00

atan average grade berween 10 and 20 ghaw




There has been almost no mining o she novth an the Reward

mireralisation beyond the Robert BEmmers Crosscourse. 1t has been

ey exzend down

ation is lke

ider that the Reward minerali

mantown workings and the

plunge 1o the north below the Ge

Gotden Mile area. There has been no drilling ver on ihe Golden Mile

dep s or an deptly within the wral ructaral corridor.

A graviry Itk sampling plane and inlrasrrucere have beer
esiah

2 ar the Amalgamats lopment of approximately 730 metres of tunnels on the

Amnaigamared and Consolid 1 completed.

Mapping of the previous workings in the Hawld

deposii berwesn the ac

Flaltermanny Cro oot witlin ithe hedding

acted fram the

1

tior ¢f the Holwermanns Crasscou

play ¢ Holiermanny “nu i

. E]_’L!Ei?'EZZ VEITIE.

containing 3,100 aunce

agely 120 metres ahove the

A

T with the Mica vein appre

Armalgamated level.

Many previous driff holes at Hill End were too shalfow fo test the now recognised
sfructural corridor which hosts the majority of the high grade gold mineralisation.

Fresed HHE

The outcropping Red it geld deposis are hosted by a celativedy gl stratigraplsic unic which is
predominangdy grevwackesandsione and located on the easiern fank ol the shaliow norh-plunging

The minevalisation is

FEE End Ansiclin 5
ly 100 metres below surls

depth of approximare

ihin the eastern: stracoural corvidor and ouerops. Ava
e, historical mining and diamand drilling during the
d slaze anic which. is similar w the Hawling Bl deposi. This

18805 have identilied a minera

tof similar size and grade az Hawkins Hill.

targer may host a depes

surlace mapping and drifling have also identified extensive zones of shallow exide gold mineval-

saron along the strecrural corridors, paricalarly o the nenh of FEY Fnd, where deen weathering o

a deptly ol 70 mex wly undulating wopography is ideal for open pit developmen:. Rev

cireulation drilling has outlined shallow weathered gold resources in the Red FEI project area.

The near-surlace mineral resomices 1otal 27 000 ounces (indicated plus inferred) which have been

delineated within the structural corridor over a strike fength of 800 meres o a depth of 72
The

is potenizial for exension along surike and az depzh.

HOLLE

Metallurgical testing ol these nearsurlace gave excetient gold recovery resulis using simple

gravity and leach prod

Ewporation

Exploration is locused on additionat discoveries of deposits in the ¥ill End ares, which may be

mined by underground or opers pit methods. Prospecsivity s considered high by Ausialian

L

standards given ihe minor exploradon underzaken o dage on s a prolific gold fe

&, During the

coming vear surlace exploragon will focus on deifling in the » sed sncraral corridors 1o a

refarively shailow depth w e

- for significant gold deposits, particalarly beneath she old workn

3 the

1d Goeldield lies within turbidir

The Hiil COuET
End Trough. Rocks i che Fll End area have andergone biod

greerschist-lacies metamorplism with the nonh siriking Hll

intruded o the

Lower Carbonileroas ags. The Hi

appreximately 10% 10 the north.

Surkz

e and underground mapping and examination of drill core and

undergronnd exposores has led w an improved understanding of aspe

of depasit geology
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Structural Sosrldor

ciazed wizh the Fill End Anticling has a <

Mineralisation

s spatial relatonship with the asial
fauit veins or

plane of the anticline. The majority of workings, whether they be bedded veins

arzd within a oritical distance of,

ructaral corridors

stockworls, are ocated in s hich are paralle] o

sierm flanks.

e Anticline on botly the eastern and we

the axial plane of the Hill

The strzetral corridors widen and nartow i1 4 similar manner to the mineralisation in the

s of the stractural corridor are ac ¢

mdividaal ves

e

5. The wide e highly mineratised areas such

as Hawlding FEE - Reward, Germaytown, Golden Gully and Red Hill, As with mest natural s

2 seale, [eatares such as boudizage of veins are

11s. A the one T
|24
o7 zaTlES on g 00 metre 10

fraceal arrangement & pr

ividual shoots ana 10 me
B00 merre scale and ol
arn 10O mesre 1o 3008 me

mineralised areas with the bouding hein ind
Tl

contaired within wider par

T
F

1

e shoots are part of rich

ol the stracsural corrids

SR

phic horizon appresimately 120 mer
ed quanz

iy the Hawlking FHE o Reward area an omcropping strad
thick, comprised of aliernaing bands of grevwac

2 Tninerak

ke and sls i, COTERITS #XLET:

d where

on dips as approximately 639 10 the east and iz well mineral

ns. The siratigraphic o

weets the eastern sub-wvertical siructaral corrider which is paralle? to the cleavage direction of

the axial plane of the M Bnd Amicline. The Mawking Hill and Reward gold deposts are approxi-

]

o either she bedding or cleavage &

mate o minerali

00 mesres i sirike ngih in brosd zones 1 quartz veins which can be paralled

wiated with favh struciures.

This is arr immportant refatonship in dan e high grade gold mineraiisaton s lavgely contained

within the envelope of the rorth plunging intersection of the stratigraphy wisth the sieeply dipping

eraily dipping eass though o in

strucrural corriders. The high grade gold dem 1
i s rargeted downdip extensions and ooy

maralled shoots aligned vertically Pre

can be g

sus driliing has me
the potential for parallel deposits ax depeh.

LT PETY

The hist

ricalty recogrised southern hovndary of the FEl End gold field s soath of the Macquarie
River ax Chambers Creelowith the Bruinbun Grande trancaring and post dating the mineralisacion.
[
Ciranite in close association with the Fill End Fauls which trencates the anticline {urther 10 the sough.

b 10 kilometres sonth of the Bruinban

fora lur

s noied thar the Milk End ansicline continue

The mineralised structural corcidors

at Hili End are interpre

the FHI End Pauls which has beers mapped by the Gealog

of the Bruinbun Gs

: believed it the siructares hosting gold mineralis:

nt ta the south of the Breinbhun Granite. Local know

the Killor

abiaiza area inthe 19308 along the i
Exploration Licence ol 14

prospective lengeh of the Bill End Anddeline under wwnameni.

Foliowing leld investigation of geophysicat anomalies in EL 6119 and EL 6123 the decision was

made ro relinguish these wnemenis,



Tesrrrriernts

iy the Hill Bnd area the Company helds a mintmam 83% beneficial interest in the Mining Leases
Fowhich is now part of Exploration Licence
1

and the area formerly subject o Explovagon Licence 200
SH68 and whe Company holds & 100% i

Cin Exploration Licenice Application 238

frorporsts

Two placemerss were complesed during the vear raising gross proceeds of $1,400,000 froen che jssee
cerits and expir

of 13,000,000 ordinary fally patd shares and 7,500,000 options exercizable ap 18
30 A,

My Bruce Thomas was appointed o the Board as o noreexecutive directon. Mr Thomas has extensive

skailis in resoarce COTNPAnY ]‘E’]\Fé’.‘Si'TT]t‘.?]i\_ Sl’.l'z'il'.'t‘.g]'{.‘ lTJlilT'lT'lj.]'l 1 and COIMPATY Managemen L anid i5a

Chartered Accountanz, a Chartered Secre instituie of Australia

wry and an Associste of the Securities

Bt i Miners! Hesource Staternent

Crcide 209,400 103 inedicated

icated

Transitiona

275700 | 12T | e

TOTAL

484 100 118 | mdicated

1.8,300.&.}1'1:.{{:.{:&; E

Contained gold

The cross sectonal polvgoral resouree estimation for oxide and mransizional mazerial was completed lor
the Whites and Okd Red Hill are

15 using the Tollowing parameters:

Eower Ol OF Grade "
Upper Cat Off Grade
Assay Interval -
frers

O.2g/tan (ow coy
'N'z_l,_n{)_ comnosie
13 'mﬁfz.z‘a B}
Arithien ;
Polygon area v
Tty agsay inter

citon Grade Averaging
Secriomal Crade A VeTaging
Berrzal Dilugion, - '
Mining Diladen . .- T TN P
Polygon Inlluence on Section ) - Half distance to adjacent doill hole -
bygon Influence berween Sections | Had distarce b
inal Pit Slopes -+ - '
Bulk Density 2.50m3




Directors’ Report

The Directors present their report on the Company for the yvear ended 30 June 2005,

Cirectors

The Directors of ¥i# Frd Gold Limited dering she linancial year and until the dase of this repon are:
Alfred Lampard Paton (Chairman
Philip Francis Bruce (Managing Directar)

't

]
]
B Graham Charles Reveleigh {Exeoutive Direcy
B Ian Noel Stnart Sloan {(Non-Executive Divecior
]

Bruce Geoifrcy Thomas (Non-Execacive Direcor appointed 22 Febraary 200853

Erinoipal Activities

The principal activisies of the Company during the linancial yvear were the conginued exploration in

the Hawlkins Hill Project Area and Reward Project Area and surlace exploraton on the Companys

.

explovagon licences surrounding Hill End.

Freveuybe

The Company incurred a pre-ax operating loss of 3619481 {2004 1o

bt telorchs

No dividend bas been paid since the end of the previous Ernancial year and no dividend s
recomumended for the carrens vear, (2004 - nil)

Hondaw of Oparstions

During the vear the Company raised funds o sophisticared Investar
K000 Belore costs of the raisings.

5 i December 2004 raising

Slm and Juby 2007

raising a furher 3

Acid

es during ihe vear meluded:

B Uncerground development in the Hawkins Hill area in oreparation for bulk sampling of
the Hawkins Hill to Reward develogment and testing of remnant stopes in the Hawkins
Hilt cteosit;

Estaiiishment of the bulk sampling plant and infrastructure at the Amalgasmated ares;

Compilation of all available driing data, surface mapping and underground development
information into a digital database;

B Highly successful surface driling in the Reward area below prevdous workings to
investigate the potential for near-surface mineralisation and for strike extensions of very
high grade drill infersections such as 208g/4 aver §.8m;

B Determination of the regional and local controls of the high grade mineralisation being
the 100-200 metre wide steeply dipping structural comidar running paraiist to the Hill
Erd Anticine and local host features such as slaty rocks and dilation zones;

B |denrdfication of the paotentiai for very significant depaosits below outcropping

mineralisation aiong the structural corridor at Reward, Germaniown and Ped Hill.
The Company is in the process of raisimg fands w porsue the very signibicant argers identilied
during the past year,



Significant Changes in the State of Alfars

ar other than a

5 in1 the Company during the
¥ :
s for §1

ere o signilican: chang
it in December 2004 i

mition.

i

Subseguent Bvents

The Company is in the process of raig

1o fund the Com fusare operatic

Likely Developments and Resulls

informaion on likely developments is included in the Chairmans Repon accompanying this
Fir

wricial RE?P [NEx

Ervvirorrreental nsuoes

The Wil E

ared ¢

e Dhepanment ol Mineral Resoarc

sl Projec: Area s located on mining leases

s under an environmenial |

ssued by ihe Bovironmental Froweton Avhoricy,

T}

: e reguire the preparation of arr annual Envirenmental Management Report and s Mining
Operations Plan.

2 (0 [T 2ETTY had st l'.(]l'}" {)])]"g&'{l’.‘l[]]:?&l 14 2 rotecy the envizonment in which it was t‘.}(g}é(’}?']‘}'lg. T l'il']g

Tepartirg periad Comparey did nos fail o meet its obligations pursuant to ay envdronmerial

legislarion.

frvforrmation on Directors

Alfred Lampard Paton,
Cngirrrss : e, £ October 2000

My Paton has an engineerin g5 including the

mifting indussry From 1987 o 1990 he was Director of Placer Pacilic Limited and Kidsson

Grodd Mines Limited, and was

Aal Elg'iT'lg

hatrman of these Com panies fross LOGO 10 1904 whan he also

et as a Director of Placer Dome ine., Canada.

Other listed company divectorships held during the past 3 years:

Care Australia

Oledfieids Holdings Limized
Auiren Energy Limized
Ausrpac Resources Limited
Transbeld Se s Limited {Ce

Philip Francis Bruce,
ot £ A

0

My Bruce has over thiny years mining indastry experience in Aascralia, Sowh, Alrica and indones

ment. He bas developed

ations and senior covporate manag
and managed profitable undevgroand ad open pic operatons rom small o large seale. He was the
CEO of FT BHP Indone ; irnited and
Managing Director of

v ol Buka Mi Ausr

5 the Ge

ia and has been a dire

Tiako Resources Limited. nent [or Phatanic

ion and de

Resoure log

s Limited (PRLY, he was respensible for she technicat
oL million 1o over

1 arowth of the company fom

1 of the PRL gold minir

T

51 biffion market caplialsation. Mr Bruce was appomted Managing Director of the Company on
i

July 2004,

Other listed company divectorships held during the past 3 years:

Latrobe Magnesivm Limited



St

Erien

Wy Reveleigh has wide exgperience i the mining dusiry, covering exploration, development,
CONSLRCL e

aleanl on nu

Nob, where he ran the
bath &

sy anid mine npualmm incleding Mine Manager ay N
&l }-‘e- 1 i[\ lz as worked a5 a co

operati

"G G Aunstralia

arrdd ovvers Red Doms in Queensiand and as T

Manager at sl] doline Gold Mine in she Northern Territory, ab Gold Ridg

and 2z part of the Kenrzecon seam ax Libir and in other assignments in the Philippis

Caledonia, Siheria and most Sia
it Fnd N
the

in Australia. He was the Sis arager Jor Nugget Resources [ne at
W osinee the commencersent of the project, and lor four ye

5 was Managing Director o {

LOITI ALY,
Other listed company divectorships hield during the past 3 years:

mised

v Limized

Cenrat Pacilic and Nationai \idﬂmhzcm]mg \Lvmw ey ?L)l Hmbmm \('[ Pry ] imized whers he
managed marulfacturing mel. : Wales a

1 Sloan Eit'.‘{_ng'l]'é’.‘:'_\i i &

md 7 croria and a

nd Dandenong,

magnesite mise in B eel [abrication business, whicl he

operated for 3 vears s ad the compurer company, Magnasolt Poy Lad.

Other listed company divectorslips held during the past 3 years:

wil

Bruce Geoffrey ”E‘homas,
Mo Fxex

{r Thomas i

erary and an Associate 01\ 1‘?]%3 .{_‘\:t‘.(.‘Ll rities

fnstinue of ;-\Lzs;lmssa \h Z.mnma has subsianidal experia

nee in caphal markets and fands
AnagEmeEnL.

Other listed company divectorships hield during past 3 years:

GRD Limised

Kevm Lynn,

I S

Mr Lynm is & Chantered Accountant. He was appointed as Company Secresary and Chiel Financial
Oflicer of the Company in Getober 2007,

Ferruinaration Meport

W [
R

v of Hill §

The remaneration z}nlit“ 3 nd Gold Limized has been designed 1o align director and executive

and n[

companys [inancial : eg Ju remuneraton policy
he appropriae and E!HE?(.‘EZ'&VE‘ i i Lzlﬂ]]l\ 1o algracs ;11.(1 relain llw hest executives and directars 1o run

arsd ma nage the com ey



The Boards policy [or de
¥
s of the comparty is as follows:

zrmining the natre and amount of remuneracion o Board members and

SETHOY eXeCuln

ors and ot

> execntive direc T

ing ihe renms and condidons o

Joped by the Board. Al execatives receive & base salary {which is based

annuation. The Board reviews

on lzctors such as le n;’l?] of service and experience) and super

EXRECLTVE T)di.](cié.\jl ) Alll]u;i‘ﬂ ]'J\ TEHTETICE L0 the ¢ QLT 3 wey formance . exerulive 1.')E?].'j‘[]l"[l']él%’].{.‘:’;‘. ard

slries.

comparable inlormazion From indesry secrors and other listed companies in similar indus

The Board nuxn
policy s de ?;Ju d o anract the highess calibre of execas

1

» diseretion in relation w approving incentives, bonuses and oprions. The

s and reward them lor pevlormance that

vesulis i fong werm growtl in shareholder wealtls.

¥

weontives are also ertitled to 'PEI1'['.1[?1.]32'{['.&? in ihe t‘.]']']'{.’)]{)}-‘ ¢ share and ('}'[.)l'.i('}l'] AIrangermes L.

The exzcutive directors and execut VR TECEDvE a SLlif}é’.‘}'il'i'l]'}LlEili{)Tl ngEiJ.’Z{E’] tee corttribusion L'é?{ngil'E!L1 ].')}-’

ement ber

the government, which is currernly 9%, and do not ree any oiher

1 executiv valued ar the

Al remuneration paid 1o diz o the camparyy and expensed.

Option mezhodoiogy

re valued using ithe Black & Scho

wive directovs ab markel vazes i‘t]?' T ;_7}21]'3].')]{! CICHTY 27}2%[']"5@.‘5
i

5 thedr rernuneracion anmually, based on markes prac

The Board policy s to remuneraze non exe

he Board de

for l'.il'l'lt‘., COTTERHITETIL and l'E!Sif}{')'f'l:;]')i};é-ﬁ{jé TTES [RELANY engs to the non execuiive

directors and revie e, dutivs and acconni-

Lab]]ll\ independent external advice is sought when required. The maximum aggregate amount of

Annual

[

[

archoiders abth

st can be paid o ubiect W apnroval by

ive directars

not linked o the pe
a1
& aption plans.

eT1ETA] cting (ouryensd 0,000% Fees [or non execul
L Lo align &

the directors

s with :.lmu]mz“cz T

CLOTS TTEeT

marice of the company.

are encousaged o hold ]mm inihe compary and are able to participate in empliye

The COTNTEANY CUryen Eﬁ} has T i rermurerasion (f(}?%’%'{z}{)]'it?'f'li. Taiit into the ?\-’félé’]élg’é]'%g

Directors executive remunerazion package.

:i.'he

directors and execarives 10 ence ma%u. l.].?t. atigrumens of personal and shareholder ey

holder wealtls, A commencemert of

cornpany belioves this policy will be ellective fn increasing share

mire production, perlormance base evformance indicata
hi Ummduc.e-u_ For details of direcsors ar

of the [inancial statemensts.

thie has

The directors have

Not-gxeentive Chatrman, EV T

'Non«f*xc*c:mi\?f: Diivec

0TS ST ATITLTO - .

Tl

2 Agre
ravmuation pius the
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daatings of Directors
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Suditor's Independence Declaration
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Alfred Paton Fhitip Bruce
Chairrran Maraging Director
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Auditor's Independence Declaration
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Suditonr's independence Declaration undsr Seotion 3070
et the Corporations Act 2001

dectare tha, o the best of my knowledge and heliel, in velation o the aedic of Hill Erd Gold

Limited for the year ended 33 Jane 2005 there have been:

i1 ono comraventions of o

e anditor independence reguiremenis of the Corporations Act 2001 in
anl

relagion 10 the awdit;

i1} no congraventions of any applicable code of wrolessionat conduct in selarion o the audis
Signed a1 Brishane on 29 Seplember 2000,

.é:’/p.@é;wm ﬁamfé \

William Buck
Chartered Accountants

D W Langdon
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Statement of Financial Performance

s

TR I ET

Revenaes [vom ordinary activities

Expenses [rom ordinary acriviries : T
Advertising : _ -..__.'._{16,_()_‘59_.';5}
Prinsing o :(.}_.1;35.;*?}.
Share Regisury : :
Sreck Bxchange Fees
Banlk Fees : R
Auditors ) (18‘ 32{}}
[erectors Bmoluments BT . (5&5,12*‘}}
Olfice Expenses - S
Accounting Fees
Carporage Advisory Fees R
Corporaze Travel - {18,2’373
Depreciaton (’58,2}.{}}
Doubebed Deins . s

Exploragion Expendituse wrinen off {26267

Cither expenses fram ordinary activisies AT, 148)
i ¥ ,

Loss from ordinary activities before income
tax expense

income (ax e

Loss from ordinary activities after income
tax expense

Total changes in equity other than those
resulting from transactions with owners
4s OWIErsS

Basic é’.‘éil’]";i'f'lgfi per share

Dilated earnings per share




Statement of Financial Position

S0 une 20085

Carrent Assels

Cash assels

23,680

Receivables

Total Carrent Assets

Non-Cuarrent Assets
Onher financial assers
Delerred Explovazion & Development

Progeny Phant & Bouipmers

Total Non-Current Assets

5,342,184

Total Assets

5,683,049

Current Liabilities
Payables

CUELE38

Provision 13

Total Carrent Liabilities

132,969

MNon Current Lialvilities

Payahles

Total Non Current Liabilities

Total Liabilities '§54,169

WNet Assets

5,128,880

Equity

::'.'7_=-Q”'7T*""32{.?' ._
(1,620,440

Coniributed eguity Lz

Accumulated osses 13

T‘)tal Equity ........ e 53}-28’880
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Cash Flows From Operating Activities

neress received TR T

i:]il}"??%t‘.‘l’] L% Lo &Sil'[.)])]jé??'h} and E?TTT{.)]{Z)}’{‘.{‘.S

MNer cash outllows [rom aperazing activities

Cash Flows From Investing Activities
Exploration Bords
Property Phant & Bquipmers

Exploration Expendiure

MNer cash outllows [rom investing aceivites

Cash Flows From Financing Activities

Proceeds from borrvwings R

Proceeds [rom the issae of shares

Net cash infllows rom linancing activises

Met Increase in Cash Held

Casly ac the Beginming of the Financial Year

Cash at the Fnd of the Financial Year B 323,680




Notes to the Financial Statements
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For the vear endlect B

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is a general-purpose financial report that has been prepared in accordance with Australian
Accounting Standards, Urgent Issues Group Consensus Views and other authorifative pronouncements of the
Austraiian Accounting Standards Board and the Corporations Law. The financial report has been prepared on
an accruals basis and is based on historical costs and does not take into account changing money values or,
except where stated, current valuations of non-current assets.

Cost is based on the fair values of the consideration given in exchange for assets. The accouniing policies
have been consistently applied, unless otherwise stated.

The foillowing is a summary of the material accounting policies adopied by the Company in the preparation of
the financial report.

{a) Expioration, Evaluation and Development Expenditure

Exploration, evaluation and deveiopment expenditure incurred is accumulated in respect of each
identifiable area of interest. These cosis are only carried forward fo the extent that they are expected fo
be recouped through the successful development of an area or where activities in the area have not yet
reached a stage, which permifs reasonabie assessment of the existence of economically recoverabie
reserves.

Accumulated costs in relation to an abandoned area are written off in full against pro#ts in the year
which the decision to abanden the area is made.

When production commences, the accumulated costs for the relevant area of interest are amorfised
over the #fe of the area according fo the rate of depletion of the economically recoverable reserves. Any
costs of site restoration are provided for during the relevant production stages and included in the cosis
of that stage.

A regular review is undertaken of each area of interest o defermine the appropriateness of coniinuing
o carry forward costis in relation to that area of interest.

Cosis of site restoration are provided over the life of the facility from where expioration commences and
are included in the costs of that stage. Site restoration costs include the dismantling and removal of
mining plant, equipment and building structure, waste removal, and rehabilitation of the site in
accordance with clauses of the mining permits. Such costs have been determined using estimates of
future costs, current legal requirements and technology on an undiscounted basis.

Any chianges in the estimaies for the cosls are accounted on a prospective basis. in determining the
costs of site restoration, there is uncertainty regarding the nature and exient of the restoration due fo
community expectations and future legislation. Accordingly, the costs have been determined on the
basis that the restoration will be completed within one year of abandoning the sile.

{b} Trade creditors

A liability is recorded for goods and services prior to balance date, whether invoiced to the Company or
not. Trade creditors are normally settled within 30 days.

{¢) Cash

For the purposes of the statement of cash flows, cash included cash on hand and at call deposits with
banks or financial instifutions, investments in money market instruments maturing within iess than two
moenths and net of bank overdraits.



NOTE 1: STATEMENT CF SIGNIFICANT ACCOUNTING POLICIES continued
{d}

{e)

{f)

(@)

(h)

(i)

Net fair value

The net fair value of cash, investments and trade creditors approximates their carrying vaiue.

Revenue

Interest revenue is recognised on a proportional basis taking in to account the interest rates applicabie

1o the financial assels.

Other revenue is recognised when the right fo receive the revenue has heen established.

Income Tax

Tax effect accounting procedures are followed whereby the income {ax expense in the statements of
financial performance is malched with the accounting profit or loss {after allowing for permanent
differences). The future tax benefl relating to tax losses is not carried forward as an asset unless the
benefit can be regarded as being virtually certain of realisation. income tex on net cumulative timing
differences is setf aside fo the deferred income tax and future income tax benefit accounis at the rates,
which are expecied fo apply when those fiming differences reverse.

Acquisitions of Assets

The cost method of accounting is used for ali acquisitions of asseis regardiess of whether shares or
other assets are acquired. Costis determined as the fair value of the assets given up at the date of
acguisition plus costs incidental to the acquisition.

Property, Plant and Equipment

Froperty, piant and equipment is depreciated so as fo write off the cost of each asset over its expecied
economic life. The carryving amount is reviewed annually and based on net cash flows. Additions

during the year are depreciated on a pro-rata basis from the date of acquisition.

The depreciation rates used are as foliows:

Flant and equipment 20-25% straight line
Office furifure and equipment 25-33_% straight #ne
Motor vehicles 33 _% straight line

Employee Entitiements
Wages, salaries and annual leave

Liahilities for wages, salaries and annual leave are recognised, and are measured as the amount
unpaid at the reporting date at current pay rates in respect of employees’ services up to that date.



1. STATEMENY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

i)

{k)

H

Earnings Per Share

Basic earnings per share

Basic earnings pefr share is determined by dividing net profif after income tax atirbuiable to
members of the company by the weighted average number of ordinary shares ouistanding during
the financial year.

Difuted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per
share 1o take into account the afier income tax effect of inferest and other financing costs
associated with dilutive potentdial ordinary shares and the weighted average number of shares
assumed 1o have been issued for no consideration in relation te dilutive potential ordinary shares.

Comparative Figures

Where required by Accounting Standards, comparative figures have been adjusted to conform to
changes in presentation for the current financial year.

Impact of Adopting AASE Equivalents to IASB Standards

The company is preparing and managing the transifion to Australian equivalents to International
Financial Reporting Standards (AIFRS) effective for the financial years commencing from 1
January 2005. The adoption of AIFRS will be reflecied in the company’s financial statements for
the vear ending 30 June 2006. On first time adoption of AIFRS, comparatives for the financiai
year ended 30 June 2005 are required to be restated. The maijority of the AIFRS fransitional
adiustments will be made retrospectively against refained earnings at 1 July 2004.

The company’s managementi, with the assisiance of external consuitants, has assessed the
significance of the expected changes and is preparing for their impiementation. An AIFRS
commitiee is overseeing and managing the company’s transition to AIFRS. The impact of the
alternative treatments and elections under AASB 1: First Time Adoption of Australian kqguivalenis
o international Financiai Reporting Standards has been considered where applicable.

The directors are of the opinion that the key material differences in the company's accounting
policies on conversion to AIFRS and the financial effect of these differences, where known, are
as follows. Users of the financial statemenis should note, however, that the amounts disclosed
could change if there are any amendmentis by standard-seiters to the current AIFRS or
interpretation of the AIFRS requirements changes from the continuing work of the company's
AIFRS committes.

impairment of Assefs

The recoverable amount of an asset is to be determined as the higher of net seiling price or value
in use. This will resulf in a change in the company's current accounting policy, which determines
the recoverable amouni of an asset on the basis of discounted cash flows. On fransition, the
firancial effect of this impact is assessed as nil.

income Taxes

The company will be required to use a balance sheet liability method, which focuses on the tax
effects of transactions or other events that affect amounts recognised in either the Statement of
Financial Posifion or a tax-based halance sheet. On transition, {he financial effect of this impact is
assessed as nil.



REVENUE

Revenue from outside the operating activities
Interest received

OPERATING LOSS FROM ORDINARY ACTIVITIES

The operating loss from ordinary activities before
income tax is arrived at after charging:
- Advertising

- Printing

- Share Regisiry

- Stock Exchange Fees

- Bank Fees

- Auditors

- Directors zmoluments

- Office Expenses

- Accounting Fees

- Corporate Advisory Fees

- Corporate Travel

- Depreciation

- Doubtful Debis

- Exploration Expenses Wrilten Off

- Other expenses from ordinary activities

INCOME TAX
{a) Income Tax Expense

The prima facie tax calculated on the operating loss from
ordinary activities before income ax is reconciled to
income fax as follows:

Operating loss hefore income tax

Prima facie income tax benefit at 30% on operaling loss
Add tax effect of:

Income fax losses not recognised as a benefit

Timing differences

Income tax attributable to operating loss

{b} Deferred Tax Assets Not Recognised

Income tax loss carried forward
Timing differences

2005 2004
$ $
36,182 111,949

16,093 64,382
11,394 5,843
10,557 20,284
16,808 20,821
8,179 7,939
18,520 8,278
318,124 164,733
70,107 63,110
36,000 36,000
- 11,708
18,257 20,444
58,210 77,894
. 34,243
26,267 -
47147 3,833
{619,481) (427,563)
185,844 128,269
(233,719) (150,402)
47 875 22,133
527 994 294,276
58,410 96,011
586,404 390,287




INCOME TAX (Continued)

The benefil for the above tax iosses will only be obtained if:

()] the Company derives future assessable income of a nature and of an amount sufficient fo enable
the benefit from the deductions for the losses o be realised;

(iy  the Company condinues to comply with the conditions for deductibility imposed by the law; and

(iiy no changes in tax iegisiation adversely affect the Company in realising the benefit from the
deductions for the iosses.

2005 2004

$ $
CASH ASSETS
Cash at bank and on hand 323,880 1,014,888
Cash at the end of the financial year as shown in the
statement of cash flows is reconciled in the related items
in the statement of financial position as follows:
Cash assets 323,880 1,014,888
RECEIVABLES
Other Debtors 17,185 89,508
Provision for Doubtful Debts - {34,243)

17,185 55,265
OTHER EINANCIAL ASSETS
Nen-Current
Performance guarantee bonds 213,638 200,000
OTHER
Noen-Current
Exploration expenditure
Costs carried forward in respect of areas of interest in:
Exploration and evaluation phase
Opening balance 3,456 315 1,523,899
Expenditure in the period 1,222.0672 1,832,416
Expenditure written off {26,267 -

4,652,120 3,458,315




10.

11.

PROPERTY, PLANT AND EQUIPMENT

Piant and equipment - af cost
Less: Accumuiaied depreciation

Motor vehicles - at cost
Less: Accumuiaied depreciation

Reconciliation

2005 2004
$ $
473 680 426,329
(96 530) (67 .600)
377 050 358,729
136,452 139,452
(30.474) (10,294)
99,978 129,158
477,028 487,887

Reconciliation of the carrying amounts of each class of property, plant and equipment at the beginning
and end of the current financial vear are as follows:

Carrying vaiue at start of year
Additions

Disposals

Depreciation

Carrying vaiue at end of vear

PAYABLES

Current

Trade credifors and accruals
Neon Current

Accruais
Unissued Capital

PROVISIONS

Employee Entitlements

Number of Empioyees at year end

Plant & Motor Totail
Equipment Vehicles
$ $ $
358,729 129,158 487 887
47,351 - 47,351
(29,030) {29,180} (58,210}
377,050 98,978 477,628
2005 2004
$ $
121,431 415,892
144,000 -
277,200 -
421,200 -
11,538 -
5 5




12

13.

2005 2004

CONTRIBUTED EQUITY ; ;

(a} Issued and paid up capitai
Balance at the beginning of the financial year 6,099,320 2,237,410
Issue of shares fo raise capital 950,000 3,861,910
Balance at the end of the financial year 7,049,320 6,089,320

{b}

Consisting of 52,209 625 ordinary shares (2004: 42,209,625 ordinary shares}

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

On a show of hands, every holder of fully paid ordinary shares present at a meeting in person or
by proxy is entiiled to one voie, and upon a poll each share is entitled to one vote.

Share Options

During the financial year the company issued a total of:
«  B000,000 options as part of a placement in December 2004. These options are
exercisabie at 15 cenis per share on or hefore 30 May 2007,
«  5.000,000 options to the Managing Director which was approved at a meeting of
Shareholders 25 November 2004. 3,000,000 of the oplions are exercisable at 30 cents
per share and 2,006,000 at 40 cents per share and expire 30 November 2009,

There are also on issue 850,000 employee options. Under the terms of the Employee Option
Plan, the exercise price for an Oplion is 20 cents per Share. In accordance with clause 5{c) of the
option plan, and upon the expiration of the non-exercise period, the Option Holder has the choice
of paving the full exercise price 20 cents per Share or, alternatively, paying 1 cent of the issue
price per share in which case the Option Holder shall be entitied to be issued partly paid Shares,
which will be converied fo fully paid Shares when the baiance of 19 cenis per share is paid.

2005 2004
Number Number
Movements in options
Balance at the beginning of the financial year 10,465,728 950,000
Issue of options 10,080,000 9,515,728
Balance at the end of the financial year 20,485,728 10,465,728
20058 2004
$ $
ACCUMULATED LOSSES
Opening balance 1,360,958 873,385
Net ioss for year 619,482 427 563
Ciosing balance 1,920,440 1,300,958




14.

AUDITOR'S REMUNERATION

Remuneration for audit or review of the financial reports of the
company:

15.

{a)

{b)

Current auditors of the company:
Audit and review of the financial statements

Cther services

2005 2004
$ 8
13,520 8,278
5.000 -
18,520 8,278

REMUNERATION OF DIRECTORS AND EXECUTIVES

Names of directors and specified execuiives and the positions held at any time during the year:

Directors

A Paton

P Bruce

G Reveleigh

| Sloan

B Thomas

Specified Executives
K Lynn

Chairman — Non-Executive
Managing Director
Cirector — Executive
Cirector — Non-Executive
Director — Non-Executive

Chief Financial Officer and Company Secretary

Relevant Interests in Opticns and Ordinary Shares at the Date of this Report

Employee Batance
OPtions 1 July 2004
Specified Directors

A Paton 250,000
G Reveleigh 200,600
P Bruce 200,600
B Thomas -
| Sloan 200,600
Specified Executives

KM Lynn 100,600
Total 850,000
Listed Batance
OPtions 1 July 2004
Specified Directors

A Paton 100,600
G Reveleigh 1,127 500
P Bruce 1,138,702
B Thomas -
| Sloan 230,600
Specified Executives

KM Lynn -
Total 2,598,202
Ordinary Batance
Shares 1 July 2004
Specified Directors

A Paton 200,600
G Reveleigh 3,B58.722
P Bruce 2,490,736
B Thomas -
| Sloan 800,955
Specified Executives

KM Lynn -
Total 7,350,413

Granted as Options Net Change
Remuneration Exercised Other
5,000,000 - -
5,000,000 - -
Granted as Options Net Change
Remuneration Exercised Other
- - 300,000
- - 40,000
615000
- - 955,000
Granted as Options Net Change
Remuneration Exercised Other
- - 192,728
- - 102,728
- - 1,107,814
1,827,990
- - 120,718

3,351,978

Balance 30
June 2008

250,000
200,000
5,200,060

200,000

100,000
5,950,000

Balance 30
June 2005

400,000
1,167,500
1,138,702

615,000

230,000

3,851,262

Balance 30
June 2008

392,728
3,961,450
3,598,550
1,827,990

921,873

10,702,391



15.

{c)

{d}

{e)

REMUNERATION CF DIRECTORS AND EXECUTIVES (Continued)
Directors’ and Specified Executives Emoluments

The Remuneration Commitiee is responsibie for making recommendations 1o the Board on
remuneration policies appiicable to Board members and senior officers of the Company. The Board's
remuneration policy is 10 ensure the remuneration level properly reflects the person's duties and
responsibiliies and that remuneration is competifive in attracting, retaining and molivating people of the
highest guality.

The Company has not employed any executive officers, other than Direclors, who were invoived in,
concernead in, or who fock part in the management of the Company's affairs. Details of the nature and
amount of the remuneration of each Direcior of the company are set out below:

Emolument Of Directors

Salary
Fees &
Commissions Superannuation Options Total

2005 $ $ $ $
A L. Paton 25,000 - - 25,000
P.F. Bruce 183,486 15,514 4,000 204,600
I. N. 8. Sloan 15,000 1,350 - 16,350
B. G. Thomas 5,000 450 - 5,450
G.C. Reveleigh 70,000 6,300 - 76,300

Emoluments of the Specified Executives

Salary Superannuation Totatl
Fees &
Commissions
2005 $ $ $
K. M. Lyrn 36,000 - 36,000

The Board sets ali remuneration packages. The broad remuneration policy is to ensure that each
senior staff member's remuneration package properly reflects the person's duties and responsibilities.
Current market conditions are also taken info account in determining the appropriate remuneration
package.

There were no shares or options issued as remuneration to specified executives during the financial
year ended June 2005,



16.

17.

18.

19.

RELATED PARTY TRANSACTIONS

Related parties of Hill End Gold Limited fall into the following categories:

Directors

Other Transactions with Director Reiated Entities

Payment/provision of the following payments were made for consulling and other services to related

entities of the following directors:

G C Reveleigh
I N S Sloan

All transactions were on normal commercial terms.

SEGMENT INFORMATION

Business Segments

2005
$

56,494

13,592

2004
8

249,749

15,575

The Company operates in the mining industry in Australia only. Operations comprise the expioration,

development and mining of minerals.

RECONCILIATION OF OPERATING LOSS AFTER
INCOME TAX TO NET CASH FLOWS FROM

OPERATING ACTIVITIES

Operating loss after income tax
Doubtfut Debis

Depreciation

Exploration Expenditure writtery off
Decrease in Receivables
(Decrease) in Payables

Increase in Provisions

Net cash outflows from operating activities

COMMITMENTS FOR EXPENDITURE

Operating Leases

Total operating lease expenditure contracted for at
baiance date but not provided for in the financial

statements:
Due within one vear

Due beyond one year and within five years

2005 2004
$ $
(619,481) (427 563)
- 34,234
58,210 77,894
26,267 .
38,080 63,777)
(150,561) 172,658
11,538 -
(635,947) (206,554)
300,000 200,000
300,000 200,000




20.  FINANCIAL INSTRUMENT DISCLOSURES

(a) Inierest Rate Risk

The Company’s exposure to interest rate risk, which is the risk that a financial instrument’'s value
wili fluctuate as a resuit of changes in market inferest rates and the effective weighted average
interest rates on those financial assets and financial liabilties, is as follows:

Weighted Floating Fixed Interest Rate Mo Total

Average Interest Maturing interest

Effective Rate Bearing

Interest

Rate
Within 1 vear Over 1 year
% $ $ $ $ $

2005
FINANCIAL ASSETS
Cash assels 4.5 - 323,880 - - 323,680
Performance guarantee bonds 4.5 - - 213,036 - 213,036
Other firanciai assets - - - - 17,185 17,185

- 323,680 213,036 17.185 553,901

FINANCIAL LIABILITIES

Payables - - - - (554,169} (554,169
NET EINANCIAL ASSETS

{LIABILITIES) - 223,680 213,036 {536,984) (268}
2004

FINANCIAL ASSETS

Cash asseis 4.5 - 1,014,887 - - 1,014,887
Performance guarantee bonds 4.5 - - 200,000 - 200,000
Other firanciai assets - - - - 58 265 85,265

- 1,014.887 200,000 55,265 1,270,152

FINANCIAL LIABILITIES
Payables - . - - (415,992)  (415992)

NET FINANCIAL ASSETS (LIABILITIES) - 1,014,887 200,000  {360,727) 854,160

fb)  Reconciliation of net financial assets per statement of financial position:

2005 2004
$ $
Net financial assets per above {268) 854,160
Froperty #lant & £guipment 477,628 487,887
Deferred Exploration & Development 4,652,120 3,456,315

Net assets per statement of financial position 5,128,880 4,798,362




20.

21,

FINANCIAL INSTRUMENT DISCLOSURES (continued)

{c)  Credit Risk

The maximum exposure o credit risk, excluding the value of any collateral or other security in
respect of recognised Enancial assets, is the carrving amouni as disciosed in the statements of

firanciai position and notes to the financiai statements.

(d)  Net Fair Values

The net fair values of the financial assets and financial liabiiities approximate their carrying

vaiues.

No financial assets and financial liabilities are readily traded on organised markets.

The aggregate net fair values and carrying amounts of financial assets and financial liabilities are
disclosed in the statements of financial position and in the notes to the financial siatemenis.

2004
Cenis

(0.01)
(0.01)

Number

36,828,014

46,828,853

2005
Cents
EARNINGS PER SHARE
Basic earnings per share (0.01)
Diluted earnings per share (0.01)
Number
Weighted average number of shares used as the
denominator
Weighted average number of ordinary shares used as the
denominator in calculating basic earnings per share 47,798,666
Weighted average number of ordinary shares and
potential ordinary shares used as the denominator in
calculating diluted earnings per share 64,045,218
$
Reconciliation of earnings used in calculating
earnings per share
Earnings used in calculating basic and diluted eamnings
per share {619,481)

$

(427,563)

Options granted to employees and directors are considered fo be potential ordinary shares and have
been included in the determination of diluted earnings per share. The opfions have not been included
in the defermination of basic earnings per share. Details relafing to the options are set outin Note 12,



Directors’ Declaration

The directors declare that:
(a) in the directors’ opinion, the financial stalements and notes sef oui on pages 17 fo 31:
(i) are in accordance with the Corporations Act 2001;

(i comply with Accouniing Standards and other mandatory professional reporting
reguiremenis; and

(iiy give a true and fair view of the company’s financial position as at 30 June 2005 and its
performance, as represenied by the results of iis operations and its cash flows, for the year
ended on that date; and

(D) in the directors’ opinion, there are reasonable grounds to believe that the company will be abie to pay
its debts as and when they become due and payabie; and

(c) the directors have been given the declarations by the chief executive officer and chief financial officer
reguired by section 295A of the Corporations Act 2001.

Signed in accordance with a resolution of the directors at Sydney, 29 September 20065

A Paton Philip Bruce
Chairman Managing Director



INndependent Audit Report

To the Members of Hili End Gold Limited:
Scope

We have audited the financial report of Hill £nd Gold Limited for the financial year ended 30 June 2005 as set
out on pages 17 to 32. The company's directors are responsible for the financial report, which includes the
consclidated financial statements of the Company comprising the company and the entities it controlied at the
year's end or during the financial year. We have conducted an independent audit of this financial report in
order to express an opinion on it to the members of the company.

Qur audit has been conducted in accordance with Australian Audiling Standards fo provide reasonable
assurance as to whether or not the financial repor is free of material misstatement. Our procedures included
examinalion, on a test basis, of evidence supporting the amounts and other disclosures in the financial report,
and the evaluation of accounting policies and significant accounting estimates. These procedures have been
undertaken to form an opinion as to whether or not, in all material respects, the financial report is presented
fairly in accordance with Accounting Standards, other mandatory professional reporting requiremenis and the
Corporations Act 2001 in Australia so as fo present a view which is consistent with our understanding of the
company's financiai position, and performance as represented by the resuits of their operafions and #s cash
flows.

The audi opinion expressed in this report has been formed on the above basis.
Audit Opinion

In our opinion, the financial report of Hili knd Gold Limited is in accordance with:
(a) the Corporations Act 2001, inciuding:

()] giving a true and fair view of the company's and Company's financiai position as at 30 June 20065
and of their performance for the year ended on that date; and

(iy  complying with Accounting Standards in Australia and the Corporations Regulations 2001, and

(by  other mandatory professional reporting requirements in Australia.

WILLIAM BUCK
Chartered Accouniants

D W LANGDON
Partner

Brishane
29 September 2005



Corporate Governance Statement

BOARD OF DIRECTORS

The Company presently has three nor-exeoutive direcrors inclading the Chairman and two execiive

direcrars, including a Managing Direcror; which s in conformity wish the Boards policy that the

Board lmave a majority of nomvexecutive directors. Prafifes of the members of the Board are ser our in

the Directors” Report.

The Board has the respensibiliny for ensuring the Company is properly maaged so as 1w protect and

enhance sharehoiders inge 3 A rnanner wi

L with the (..(’)'J'T]'[.)Zlﬂ) k

meet its obligatons w all pardes wish which the Company inievacis.

For i}

parposes of the proper perlormance of their dustes, directoss are entitled to seek mdependent

a5 nthereise .

prolessional advice a the Companys expense, unless the Board determiy

The Buard encoarag: coeutivie directons e own shares in the

T

COMMETTEEDS OF THE BOARE

i 14 the Boards policy that commistees of the Board dealing wish corporate governance may

B e chalred by & noreesecurive divector;

B have sullicient none s are sullicierly independen of

manageme T3,

B be encitled w oblain independent prol;
the Board determings atherw

ioral or other advice ac the cost of the Comparny, unless

B he enritied o ohrain such 1o

CILLEL

: and information from the Company, including direct ac
;

s of and advisers wo the

ter empliy Company, as they may require; and
B operate in accordance with terms of reference established by the Board.

Alf comuniness operate principally n a review or advisory capacing

FRIRMCHRAL FUNCTTIONS OF BOARD GOMMITTEES

3o AT

3 2 the Board i the discharge of s res cct of the preparation of the
Compary financial statemeris and the Cormnpanys iriernat controls;

B Recommending to ihe Board, nominees for appoinmmens as extermal avsditoy

B Reviewing the pe rlormanee of the external anditors,

B Providing a line of communication hesween the Board and the exrernal auditors; and

B Examining she exermal acditory evaluation of inernal controls and Management’s response.

B Terms and conditions relating 1o the appoirament and retiremert of the Managing Direcor, and

e nore-execul

o directors;

B The remuneragon policies and practices for the Compary including paricipation in the incernive

plan, share scheme and other benelis; and

I

[ 5?_'['[.) erannuation arsar 4
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sing she performance of ihe Board and each director;

ing the appropriazeness of the carrens stueiure ol the Boasd:

W appropriate, recruizing directors lor the Board, and

suring thar directors are aware of thedr responsibil

BLISIMESDS FIBKES

The exploration for and the de
from such deposizs o exa

elopr

act saleable minerals are

ial risk.

The Board has ident 71 (i

far the Company.

wart areas of porential bus ane legal

The iderstificacion, mozizarn g and, where approprise, the reduction of ségﬂiﬁ caris Tisk to the
Company are highlighred in ihe -

B annoal budges presenced o the Board by ihe Managing Director,

B operating and {inancial P 1o the Board;

armance report

K]

B annual msurance El]'?'EiT%gET]']{!Z']l'.fr'- witly 'J'T]éi_f,(')']' Australian insusers.

The Board reviev s under which sueh risks will be managed.
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itz the Beands policy that the Board shonld mees an least annoally 1o

B veview the perlormance of the Board, the Company and Managemers; z

B review i

callocation of the work of the Company between the Board and Managemer.

ETHECAL STAMDARDS

standards ol

The Company recognises the need oy divectors and employess 1w observe the high

hehavionr and busi whers « 3.[;{1]1;.[‘ in (.'('BT'P(')TBI%‘. Al

l.

expectad 10

The Board has adopled a Code of Eihics

The Company in rends Lo mairzain 4 TeRLLTON for integrity

rith wh tollicers and emplovees are

[uretions.

A ey element of tha
law and with i

THE BOARD OF DIFNECTORS

The Company’s constitation provides that the number of direczors shall not be less than three and

not more tan nine. There s no requirement Jor any share holding qualilicacon.

2 ol the board wiill he

LT S 1atare and s

pe th

i Lhe

reviewed periodically and the optimum nomber of dire
[ % 1
cireumstancy
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netude gualisy of the mdividual, background of experience and achievemens, compazbilicy with



general meating, Under the Companyt corstitution the enure of a directar {othey than managing
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direcroy s subject Lo reappoiniment by shareholders not lager than the third anniv
Tis or hay last appointment,
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FE3LE OF THE BOAFE

Thie hoard’s primary role is the proeeson and enbancement of long renmn shareholder value.

Ton fulfill shis ol
povernance of

the beard is responsible for oversight of the managemens and the overall corporage

e Company inciuding its sirategie direcgion, esiablishing goals for management and

monitaring the ac erment of 1F

SPFOBTIENTS TO OTHER BOARDS

Direcrors are required e rake into consideration any potengal conllicts of interest when accepiing

appointments wo otler boards.

IMEERENDHENT PROPESSIONAL ADNWVIOE

The hoard has determined thar ndividaal divectors have the right in connecsion with their duties
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With th

engagemment of an outside advi
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ax ihe Company
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&
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ariabiy.

COMTIMUOLS REVIEW OF COMPORATE GUVERMANDEE
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Directars consider, an an ongoing basis, how managemens in formagion is [l
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The bhoard has ve L practi in light of the ASX Principles of Good Corporate

Governance ang Best Pracrice Guidelines 2005 with a view 10 making amendmers where applicable

e comnsideri s available.
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Principle 13
Principle 2:
2.1
2.2
2.3
2.4
2.5
Principle 3:
a1
3.1
312
3.2
3.3
Principle 4:
4.1

Lay solid foundations for management and
aversight

Formatise and disclose {he lunctions reserved 1o
the board and those delegated o management

Siruecture the board to add value

A majority of board members shoold e
independent dineciors

The chafrperson should be an independent director

The mies of chafrperson and ohie? execulive officer
showsld not be exercised by the same individuoal

The board should establish 2 nomination
cormTiites

Frovide the information indicated in Guide 1o
regariing on Principle 2

Promote ethical and responsible
dacision making

Establish a code of conduct o guide the directors,
the chief executive officer (or equivalent), the chief
financial officer for equivalent) and any other key
execLives as fo:

the practices negessary to maintain confidence in
the Company's integrily

fhe nesponsibility and accourdability of individuais
for reporiing or investigating reports of unethical
praciices

Disclnse the policy concerning fading in Company
secunties by directors, offfcers and employess
Fravide the information indicated in Guide to
Reperting on Principle 3

Sateguard integrity in financial reporting
Feqguire the chief executive officer for

euivalent) and the chief financial officer {or
euivalent (fo state in witing to the board thal ihs
Compary's financial reporls present o true and lafr

A

The Company has adepied this recommendation and
formalized and dizcloze the functions regerved 10 the board
and those defegated to management. The Company has a
small board, comprising five directors, three of whorm are
non execttive (including the Chairman).

The Company considers the expense of soursing additional
directors &l s stage of its development is unwarranied.

The full board currently meels every month, In addition,
strafegy meetings and any extracrdinary mestings are held
at such other imes as may be necessary 1o address any
specific significant matters thal may arise.

The board beligves the alignment of the interests of directors
with those of sharehiolders as being the most efficient way
to enaure shareholders’ interesis are protecied.

Given the Company's background, the nature and size of is
busingss and the current stage of its development, the
Board compriges five directors, three of whom are non
axecutive (including the independent Chairman). The Board
believes hat this s both anpropriate and scceptable at this
stage of the Company's development,

The positfons of Chafrman and Managing Director are held
by separale persons.

The Board has rio formal nomination commidies. Acting in its
orinary capagity from tirme o tims as reguired, the Board
carries out the process of defermining the need for,
sereening and appointing new directors, in view of the size
ard resources avaiiabie 1o the Company, it i not congidered
that a separate somination committes would add any
substance to this process.

Thie skilis and experdence of directors are get out in the
Company's {in parl} Annual Beport and on its websle,

The Company has formulated a Gode of Conduct which can
b viswed on the Company’s website.

Complies

Complies

The Company has formufated a securities trading policy
which can be viewed on ils websile,

The Company has established an audit cormmittes which
comprisges two non executive directors. The charter for this
commitiee is disclosed on the Company's website. Soursing
alternative or additional dirgctors 1o strictly cormply with this
Frinciple fs considersd expenshee with costs oulweighing
poteritial bensfits in additfon, the board as a whole
addresssy the governance aspects of the 8 scope of the
Company’s activities (o ensure thatl it adheres (o appropriste
athical standams, Al matiers which might aroperly be dealt
with by special committees are subject to regular soruting at
full Board Mestings,

Compiies



Principle 5:
5.1
5.2
Principle 6:
6.1
6.2
Principle T:
7.1
7.2
7.2
722
7.3

view, in &l haterial respects, of the Company’s
financial conditicn and ocperational results and ans
in accordance with refevant accounting standards

The board should establish an audil
cOmTittee

Structure the audil commilies so that i consfsts of
v Oply non executive dirgctors
v A majority of independent directors

v An independent chafrperson who is not the
chafrperson of the board

v A least three members
The audit committes should have 2 formal charler

Provide the information indicated in Guide to
repariing an Principle 4

Make timely and balanced disclosure

Establish writien policies and procedores designed
fo enere compliance with ASX Listing Rule
disolosure reguiremaents and to ensure
accountability at a senfor management level for that
compliance

Frovide the information indicated in Guide 1o
Feporting on Principie §

Respect the rights of shareholders

Dresign and disciose a comymunicatiohs strategy to
promate effective communication with shareholders
and encourage effective participation at general
rmsatings

Reqguest the external audilor o atiend the annual
general meeting and be available to arswer
shareholder guestions about the audit and the
preparation and cormlent of the auditor's report

Recognise and manage risk

The hoard or approprate board cormemittes shoold
establish poliches on sk oversight and
management

The chief executive officer jor equivalent) and the
chief financial officer for equivalent) should state to
the Board i wiiting that

fhe siaterment given in accordance with best
praciice recommendation 4.1 {the integrity of
financial staternents) i feunded on 8 sound system
of rish management and intemal compliance and
contmd which implements the polices adopted by
the Board

fhe Company's sk management and internal
complfance and contrd sysiem i operaling
efficiently and effectively in all materal respects
Provide information indicated in Guide to N/A
Raporting on Principls 7

Principle 8: Encourage enhanced Performance

8.1

Disciose the process for pedformance evaluation of
the board, its committess and individual directors,
and key axscutives

h=

h=

Complies

S executive director on Audit Sommities
Complies
Chairperson same

Cormplies
Complies
Complies

The Company has alse instigated infemal procedures
designed to provide reasonable assurance as to the
affectiveness and efficiency of operations, ihe reliability of
financial reparting and compliance with relevant 1aws and
regulations. The Boasd e aculely aware of the continuous
digciosure regime and there are strang informal systerms in
nlace to ensure compliiance, undeminned by experience,

Thie Board receives manthly reports on the financial position
of the Company with perlomance being measured against
approved budgels,

i line with adherence to continuous disclosure requirements
of ASX ail shareholders are kept informed of malor
developrnents affacting the Company, This disclogume s
through regular sharsholder commurications including the
Annual Report, Guarterly Reports, the Company website and
the distribuiion of specific releazes covering major
transactions or events,

Sharsholders are sncouraged 1o exgrcise thelr right to vole,
sither by atiending meetings, or by todoing a proxy. The
Company’s auditors attend all shareholders’ meelings,

N/A While the Company does not have Tormalised policies on

risk management the Board recogiises its responsibifity for
idertifying areas of significant business risk and for ensring
that arrangements are in place for adequately managing
these reka. Thiz izsue g regularly meviewed at board
mgstings and risk rmanagement culle i encouraged
amongst employess and contractors,

Datermined areas of rizsk which are regulary considered
inciude

perforrmance and funding of exploration activities
budget contrd and asset profection

status of mineral terements

land acoess and native litle considerations
compliance with government iws and reguiations
safely and the snvironmaest

continuous disclosune obiigations

# & & & 2 = =

NIA

The Company has a sub commitiee of the Board {0 consider
remmuneration matters. The remoneration of executive and
non executive directors is eviewed by the Committes with
the exciusion of the direstor concerned. The remuneration of
managaerment and employess is mviewed by the Board and
approved by the Board,
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Principle 9:
a1

9.2

9.3

G4

4.5

Principle 10:
T3

Femunerate fairly and responsibly

Pravide disctosure in relation to the Company’s
mernzngralion policles and benefits to these poliches
and i} the ik between remunerstion paid to
direcions and key executives and corporate
pearlormance.

The board should establish a remuneration
cormETiitee.

Clearly distinguish the structure of non executive
direciors” semuneration from that of exsculives,

Ensure that payment of eqgulty based exscutive
remgneration’s made in accordance with thiesholds
zet in plans approved by sharebolders.

Pravide informhation indicated in ASX Guide to
Raporting on Principle 9.

Recagrise legitimale inlerests of Stakeholders
Establish and disciose a code of conduct to guide
compliance with legal and other obligations 1o
legitimate stakeholdaers,

Acting in its ordinary capacity, the Board from fime to fime
carries out the process of constdening and determining
performance issues including the ddentification of matters
thai may have a matedal efect on the price of the
Company's secusities, Whenever relevant, any such matiers
are reported 10 ASX,

N/A The Company digcloses remuneration refated information in

its Annual Feport 1o shamsholders in accordance with the
Corporations Act 2001,

Hemuneration levels arg determined by the board on an
individusl hasfs. the size of the Company making individual
assessment more appropriate than lormal remoneration
podcies. In doing so, the board seeks 1o retain professional
services as it requires, at reasonzble market rates, and
seeks exigrnal advice and marke? comparisons where
NeCessany.

Complieg
Somplies

Somplies

Somplies

The company’s Code of Conduct is set out in the
Company’s wabsite.

The Board conmtinues 1o review existing procedures over time
to ensure adenquale pocesses are in pHace.

All direciors, employees and contraclors ane expected to agt
with the uimost integrily and objectivity in thefr dealings with
other parties, striving at all times o enhance the reputation
and performance of the Company



Shareholder Information

The sharehalder informarion ser o below was apslicable as ar 20 Seprember 2003,

. PHstribution of Shareholders

{a) Analysis of number of sharcholders by size of holding:

1w 140
1,001 - 5000
5,001 - 10800
10,031 - ]

L0000 shares and over

.I~'§,~+9~’f,_928
40,702,074

sy 57,209,625

(b} There are 116 shaveholders with less than a markeable parced of aordinary shares.

{3 There is one sabstantial sharehaolder in the Co mpanys Register of Subsiamial Shareholders as ac

29 Seprember 2005, being

atiorial Nominees, who nolds 3.676% of the ordinary shares on issue.

2. Tweanty Largest Shareholders

Thie names of the vy largest holders of ordinary shares are lsied below

3,247 360

i )

2. Ih < <P B Superannuagion Fund A 2.612754
300G & Co Pry Lid <The Reveleigh S/F A/C> 2 40,450
4. Parry Traders Limiged

5. Leet by neis Pry Limited

& Co Pry Lud <The Arfamo A/Cs

&. (G B Reveleigh
¥ Alcarde Investmeris Limited <Swvled 102503 A/C>
i F A?’??ll\ Al

803,000
CTT0.000
700,000

A Nigel anmm <The GN

10 Mega-Min Res

15,

12 sredi Corporazion ACs
13, A Limited <Cash [eome A/

14, Link f Py Limic

15, H! ;(f, ( uwudx \mnh

160 Forbar Custod

*}oo 000

20 Mr Barry Wehb

Total 22 168 979

3. Voling Hights
Ara general meeting of sharchoiders:
{2} Onoa show of hands, each person who is a member or sole proxy has ore voue.

(b} Onoa poll, each shareholder s enditled o one vote Tor each Mully paid share.



Optionholder Information

The opricnholder inlonmagon set out below was appiicable as at 28 Seprember 2003,

1. Ristribution of Opticnholders

1w 140
1,001 - 5000
5,001 - 10800
10,0031

L3000 shares and over

T1RT2,500

e gy 13,450,000

2. Unlisted Options

inclnded in the options noted above are the following unlisted options issued o e

30 August 2006 R

3. Twenty Largest Optionholders

The names of the twery largest holders of 33 May 2007 oprions are lisied below:

1,000,000

Cinvestmenns Pry Lad
tglade (Prv} Lid

> Limited

onal

G Artos [nvestmerss Lid '...3?.‘3,00{_}_
7. National Nomin Limited 312,500

- HSBC Custody Nomir ingtraliay Limited

Mega Min AV/Cs

1680 Redhrook Nominees Pav lad

11 Mr Barry Webb

12 WEI Securitie

3 Yelril In

14, Rovkles Esiate Tav L
<Farrow Super Fund Account

15 Mz Ana M

L&, Super 1136 Pry Led

¥ Alcardo Inv iy Limited

3 MPS Nominees Pry Lad
1%, Tizalea Securi
200 fayare Nomis

250,000
250,000
150,000

250,000
150,00
150,000
150,000
L 150,000
UE50.000
"""" 125,000

fia Saul <Ana Saul Super Fund A/Cs

Total 5922 500
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