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HIGHLIGHTS

Widely spaced reverse circulation (RC) drilling on
the Plateau prospect at Fields Finds confirms the
lateral continuity of the hematite — goethiie ironstone
mineralisation.

Reverse circtdation drilling at the Tallering project
has confirmed the presence of wide zones of Banded
Iron Formation (BIF). Further drilling is planned to
test the 4.0 kms of strike.

Two (2) reverse circuation driil holes (BNRC014 and
BNRCO015) at the Wildcat platinum and palladium
prospect returned wide 2zones of anomalous
platinum and palladium with BNRC014 assaying 44
metres an average grade of 0.44 g/t Pt_Pd.

Reverse circuiation drilling is planned for the Water
Tank gold project at Norseman.

The sale of Royal’s 85% equity in the Rothsay gold
project is still being reviewed by a number of
companies.

Expioration studies underway on the Damperwah
Hilis project.
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Royal Rescurces Limited ("Royal Resources™ is a major tenement
holder in the Midwest Iron Ore Provinge in Westemn Austratia. Royal
holds title to approximately 470 square kilometres in the region and a
further 150 square kilometres in two Joint Ventures {"JV"} Royal has an
iron ore JV with Gindalbie Metals Limited {60%) and a second for gold
and base metals with Monarch Gold Mining Limited (60%). Royal's
40% interest is free carried in both the JV's up 1o the definition of
mineable reserves. The Midwest area hosts Western Australia’s largest
base metal mine at Golden Grove and there are other major
developments proposed for the region’s iron ore and gold resources.

Royal Resources is continuing to advance a number of iis projects.
{See Project Location map) In October 2008 four prospect areas were
grill tested by reverse circulation driling. The resulis of this work and
that completed on a number of other projects follows:

In June 2008 a reconnaissance drilling program was completed over
the Plateau prospect area where widely spaced holes intersected
pisclitic hematite-goethite ronstone at depths from 1.0 - 12.0 metres
from surface. The best intercept from this drilling was 5m @ 57.8% Fe.
The near surface exient of the ironstone and the relatively low levels of
contaminants were considersd ¢ be two positive factors for producing
a Direct Shipping Ore {DSO).

In Octoher 2006 a sacond phase of reverse circulation (RC} drilling was
completed to assess an area of approximately 1.0 sguare kilometre
where initial drilling recorded the near swface wonstone enrichmant.
The resulis of this drilling were very positive with 5 holes in this one
area recording encouraging width and grades of hematile —goethite
rmineralisationn. See Table 1 and Drill Hole Location maps — Geology
and Landsat imagery .}

As an indication of the Plateau mineralisation polential an area of 1.0
sguare kilometre with a indicative width of 5 metres has the potential 1o
contain about 15 milion tonnes of goethite-hematiie pisolitic ore. With
phosphorous lavels negligible the Plateau ironstone material is highly
suitable for blending with hematite ore or iron ores with elevated
phosphorous leveis.

Raoyal is leoking at gptions including early cash flow either by direct
sales through the Port of Geraldton or via gate sales to existing or
prospective iron ore producers in the Midwest region.

RC Drill Irdercepts: Piateau Prospect » 55% Fe {Calcined)

Hole 1D Easting | Northing | nterval Po% LIO% AlGs Fed%
{rm} {m} {m) {Calcined)

PLRCO27 | 520145 | 6738440 8-10 0015 | 11.56 2.85 58.70

PLRCO28 | 519806 | 6788291 -4 0.013 | 10.24 4.72 £8.82

PLRCO33 | 519200 | 6788011 7-9 0.007 | 10.32 3.581 58.08

PLRCO41 | 519848 | 5787992 5-7 0.018 | 1110 7.87 56.70

PLRCO4S | 8520125 | 67388285 7-9 0.031 4.62 8.50 57.66

Mote: Holes were drilled vertically and have a nominal spacing of 200-300 metres
apart.
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Iron Ore - Gindalbie Metals Ltd (“Gindalbie”} (60%) ~ Royal
Resources Limited (40%). Gold and Base Metals — Monarch Gold
Limited {(“Monarch”} (60%) — Royal Resources Limited (40%)

Royal presently has two joint veniures in this highly prospective
mineralised area of the Midwest region. Qver the next 12 months
both Gindalbie and Monarch have commitied fo undertaking detailed
exploration programs in the areas they have each identified as being
prospective for iron ore and gold resources.

Exploration budgets and programs have been approved by both
companies and this work is now underway on the JV tenements.

Royal's 100% owned Tallering project is located approximately 60
kitometres 1o the north sast of Mullewa in the Midwest region of WA.

In August 2006 Hoyal completed an airbome magnetic and
radiometric survey with the results highlighting an area of geclogical
complexity and therefore of considerable exploration inferest. One of
the areas of immediate interest was a large magnetic high in the
western area of the tenement located about 4.0 kilometres east of
Tallering Peak iron ore mine presently being operated by Mt Gibsoen
Iron Limited. A feld reconnaissance of the area and a RC drilling
program in late October 2006 confirmed the presence of a wide
“Banded Iron Formation” (BIF) unit comparable to and an extension of
the Tallering Peak BiF. Four reconnaissance holes (TPRCO01 —
TPRC004) were completed with two holes intersecting the BIF unit. In
the western area of the anomaly the BiF unit was magnetite rich in
excess of 50 metres wide. With over 4 kilometres of sirike there is
potential to locate arsas of hematite enrichment similar to that being
mined at Tallering Peak.

The Tallering project is also highly prospective for gold and bass
metals and a once the current review of prior exploration data is
completed field programs will be planned ¢ assess areas with
identified prospectively.

The Water Tank project located 5 kms to the east of the Norseman
townsite is one of Royal's smaller projects however it is strategically
located in an area considered 1o be one of the more prospective gold
mineralised areas in Australia. Recent image enhancements of the
airborne magnetic data have highlighted subtle structures within the
Jezabee! prospect that are interpreted 1o be related 1o the exiensive
supergena gold ancemaly. This angmaly extends over a strike of 700
metres and is about 70 metres wide (see Water Tank prospect map).

Royal is planning a RC program to test these structures 1o locate
narrow high grade quartz reeis for which the Norseman regions is
renowned.
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DAMPERWAH HILLS The Damperwah Hills project is a sparsely explored area in the
Midwest region and is located about 50 kilometres to the east of the
wheatbelt town of Perenjori in Western Australia. The project area
comprises Banded lron Formations, matic and ultramafic rocks of the
Warriedar Greenstone Belt and is considered to be prospeclive for
iron ore, gold and nickel resources.

A geological interpretation is presently being underfaken and all priot
exploration data and assay records collected by the current tenement
heolders is being compiled in to digital format. Field reconnaissance
mapping and gecchamical surveying are planned for the next guarter.

WILDCAT PROSPECT Two RC drill holes, BNRGC014 and BNRC015 were completed at the
Wildcat platinum and palladium prospect. The holes wete located on
the pyroxenite-gabbo contact 1o test a soll geochemistry anomaly.
Both holes returned wide zones of anomalous platinum and pailadium
with BNRC(014 assaying 44 metres at an average grade of 0.44 ght
Pi_Pd. The secend hole located 100 metres 1o the west was collared
in an area of folding and faulting and the targeted contact zone was
nGt completely intersected.

QOTHER PROJECTS No work was underfaken on this project in the past 3 months. Field
programs are planned for March 2007.
Prairie Downs - Piibara
Iron Qre Exploration Royal has received a strong interest from private and public
companies in the purchase of Royal's 85% equity in the Rothsay gold
Hothsay Gold Project project. Negotiations with interested parties are continuing.

The details contained in this report that perfains to ore and mineralisation is based
upoan information compiled by Mr Bryan Bourke, a tull-time employee of the Company.
WMr Bourke is a Member of the Australasian Institule of Geoscientist {AlG) and has
sufficient experience which is relevant o the style of mineralisation and type of deposit
under consideration and to the activity which he is undertaking to qualify as a
Competent Person as defined in the December 2004 edition of the "Austratasian Code
tor Reporting of Exploration Results, Mineral Resources and Ore Reserves” {(JORC
Code). Mr Bourke consenis to the inclusion in this report of the matters based upon his
information in the form and context in which it appears.
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Appendix 5B

Mining exploration entity quarterly report

Enteodused 37486 Origing Appendis 8. Amendeod FRST 17085,

Name of entity

Rufe 3.3

ROYAL RESOURCES LIMITED

ABN
34 108 102 432

Consolidated statement of cash flows

Quarier ended {“current quarter”}

31 December 20066

Current guarier Year to date {6 months)
Cash flows related to operating activities $A'000 $A'000
1.1 Receipts from product sales and related deblors
1.2 Fayments for {a) exploration and evaluafion {221 (472}
{b) development . .
{c} production - -
{¢) administration {84} {176}
1.3 Dividends received -
1.4 interest and other items of a similar nature received 50 80
1.5 interest and other costs of finance paid
1.6 income taxas paid
1.7 Other {provide details if material)
Net Operating Cash Flows {235} {588}
Cash flows related to investing activities
1.8 Fayment for purchases of: {a)prospects
{blequity investments - -
{ciother fixed assels {1 {4}
1.8 Froceeds from sale of. {a)prospects - -
{blequity investments
fciother fixed assels
1.10  Loans fo other entilies
111 Loans repaid by other enfiies
112 Other {provide details if material)
Net investing cash flows ] (4}
113  Totat operating and investing cash flows {carried {238} {572}
forward}

+ See chupter 19 for defined terms.
Appendix 38 Page T
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113 Total operating and investing cash flows {brought {238) {572}
forward)
Cash flows related to financing activities
114 Proceeds from issues of shares, options, efc.
115 Proceeds fom sale of forfeited shares
116 Proceeds from borrowings
117 Repayment of borrowings
1.18  Dividends paid
118 Other - share issue expenses
Net financing cash flows
Net increase (decrease) in cash held {238) {572}
1.20  Cash af beginning of quarterfyear fo date 2912 3,248
1.21  Exchange rate adjustmenis fo item 1.20
1.22  Cash at end of quarter 2678 2,676

Payments to directors of the entity and associates of the directors
Payments to related entities of the entity and associates of the
related entities

Current guarter
$A'000
1.23 Aggregate amount of payments fo the parties included in item 1.2 45
1.24 Aggregate amount of loans to the parties included in item 1.10
1.25 Explanation necessary for an understanding of the fransactions

Mot Applicable

Non-cash financing and investing activities

2.1

Detalls of financing and investing transactions which have had a material effect on consolidated assels and

Hahilifies but did not involve cash flows

Not Applicable

+ See chapter 19 for defined terms,
Appendia 5B Page 2
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2.2 Details of oulays made by other entities fo establish or increase their share in projecis in which the reporting

entity has an inferast

Not Applicable

Financing facilities available

Add notes as necessary for an undersianding of the position.

Amount available Amount used
$A'000 $A'000
31 Loan facilities
3.2 Credit standby arrangements
Estimated cash outflows for next quarter
$4'000
4.1 Exploration and evaluation 250
42 Bevelopment
Total 250
Reconciliation of cash
Reconciliation of cash at the end of the quarter {as shown in Current quarter Previous quarter
the consolidated sfatement of cash flows) fo the related ifems $A'000 $A'000
in the accounts is as follows.
5.1 Cash on hand and at bank 34
52  Deposits at call 2,680 2878
53  Bank overdraf )
54 Other (hank guaraniges}
Total: cash at end of quarter {item 1.22) 2878 2912

+ See chupter 19 for defined terms.
Appendix 38 Page 3
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Changes in interests in mining tenements

8.1

8.2

tnterests in mining
tenements relinquished,
reduced or lapsed
tnterests in mining

tenements acquired or
increased

Tenement
reference

Nature of interast
{note {2}

Interest at
bheginning of
guarier

interest af end of guarter

Issued and quoted securities at end of current quarter
Diescription includes rate of interest and any redemption or conversion rights fogether with prices and dafes.

Total number

Number quoted

lssue price  per
securify (see nole
3} {cents)

Amount paid up per
security (see nole 3)
{cents)

7.1

7.2

Preference
*securities
{description)

Changes during
guarter

{a} increases through
issues

(b} Decreases through
returns of capital, buy-
backs, redemplions

7.3

7.4

*Ordinary securities

Changes during
guarter

{a} Increases through
issues

(b} Decreases through
returns of capital, buy-
backs

80,071,188

41,036,529

7.5

1.6

*Gonvertible debt
securities
{description)

Changes during
guarter

{a} Increases through
issues

tb} Decreases through
securities malured,
converted

+ See chapter 19 for defined terms,
Appendia 5B Page 4
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7.7 Options {description Exercise price Expiry date
and conversion factor) 20,114,406 20,114,406 $0.20 11A1/2007
23,509,406 23,508,406 $0.20 11/07/2009
4,800,000 $0.20 31/01/2011
7.8 Issued during quarter 800,000 - $0.20 340112011

79  Exercised during
guarter

710 Expired during quarter

711 Debentures
ffotals only)

7.12  Unsecured notes
ffotals only)

Compliance statement

I This statement has been prepared under accounting policies which comply with
accounting standards as defined in the Corporations Law or other standards acceptable
to ASX (see note 4).

2 This statement does give a true and fair view of the matters disclosed.

Sign here: Bate 30 January 2007

Company Secretary

Print name: FRANK DE MARTE

+ See chupter 19 for defined terms.
Appendix 38 Page 3




Appendix 5B
Mining exploration entity quarterly report

Notes

I

The quarterly report provides a basis for informing the market how the entity’s
activities have been financed for the past quarter and the effect on its cash position.
An entity wanting to disclose additional inforSmation 1s encouraged to do so, in a note
or notes attached to this report.

The “Nature of interest” (items 6.1 and 6.2} includes options in respect of interests in
mining tenements acquired, exercised or lapsed during the reporting period. If the
entity is involved in a joint venture agreement and there are conditions precedent
which will change its percentage interest in a mining tenement, it should disclose the
change of percentage interest and conditions precedent in the list required for items
6.1 and 6.2

Issued and quoted securities The issue price and amount paid up is not required in
items 7.1 and 7.3 for fully paid securities.

The definitions in, and provisions of, AASB 1022: Accounting for Extractive
Industries and AASB 1026: Statement of Cash Flows apply to this report.

Accounting Standards ASX will aceept, for example, the use of International

Accounting Standards for foreign entities. If the standards used do not address a
topic, the Australian standard on that topic (if any} must be complied with.

+ See chapter 19 for defined terms,
Appendix 5B Page 6



