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Reed Resources Lid

Corposate govemnice statement

Corporate governance statement

Iniroduciion

The Board of directors of Reed Resources Ltd (the Company} is responsible [or the corporale governance of the
Company, for setting corporate duection, defining policies and monitoring the business of the Company, 10 ensure
il is conducted appropriately and in the best interests of the Company and ifs sharcholders.

This corporate governance statement outlines the key principles and practices of the Company which logether with
adopled policies and company charier define the Company's system of governance.

The Company's corporate governance framework is consistent with the principles of good corporate governance
and corresponding best practice recommendations as published by the ASX Corporale Governance Council except
where noted to the contrary in this stalement, wilth explanation given as Lo the reason for any non-conformance.
Copies of the Company's policies, charter and corporale governance slalement ave available on the corporate
governance section of the Company's website al yoww reedresoninessond.

The Company is committed to reviewing and amending it corporale governance policies as appropriate to reflect
the activities and growlh of the Company, current legislation and good governance praclice.

Prineiple 1: Lay solid foundations for management ard oversight

Recognise and publish the vespective roles cnd responsibilities of board and meanagement.

Recommendation 1.1:  Formalise and disclose the functions reserved 1o the board and those delegated (o
management.

Role of the Board

The Board is responsible for guiding and monitoring the Company on behalf of shareholders by whom they are
elected and Lo whom they are accountable. The Board's primary responsibility 18 to oversee the development of
strategies [or the Company, selting and reviewing the Company's stralegic objectives and moniloring the
performance of the Company against those objeclives.

The overall goals of the corporale governance process are to:
¢ deliver corporate and operalional performance against objectives set;
*  drive shareholder value;
+  assure a prudential and ethical base 1o the Company's conduct and aclivities; and
¢+ ensure compliance with the Company's legal and regulatory obligalions.

Consistent with these goals, the Board assumes the following responsibilities:
+ developing initiatives for profit and assel growltly
reviewing the corporate, commercial and [inancial performance of the Company on a regular basis;
acting on behall of, and being accouniable to, the Company’s sharcholders;
identifying business risks and implementing actions to manage those risks; and
developing and effecting menagement and corporale syslems Lo assure guality sound corporate
performance.

* % & »

The Board has delegated auihority for the operations and administration of the Company o the Chiel Executive
Officer. He is responsible for overseeing the overall elficient and effective operation of the exploration and mining
related activilies of the company, and for bringing material and other relevant matters to the attention of the Board
in an accurate and Umely manner.

The Company 1% commilled o the cireulation of relevanl materials to directors in a Umely manner to lacilitate
direclors’ participation in Board discussions on a fully informed basis.
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Principle 2: Structure the board to add value

Have a board of an effective composition, size and commitment to adeguately discharge its responsibilities and
duties.

Recommendation 2.1: A majorily of the board should be independent directors.

Composition of the Board

The Company's Board has two non-execotive and independent directors, and two executive direclors including the
chairman, all of whom held the posilion during the past vear. One third of the directors are subject 10 relirement
{(subject to opportunity for re-election by shareholders in general meeting) by rotation al annual general meetings
and in compliance wilh conditions as stipulated in the Corporations Act.

Election of Board members is substantially the province of the Company's sharcholders in general meeting.
However, subject therelo, the Company commits to the following principles:
* a Board comprising directors with a blend of skills, experience and attributes appropriate Tor the Company
and its business; and
*  the principal criterion for the appointment of new directors being their ability (0 add value to the Company
and ifs business.

Nature of departure: The Board does nol have a majority of independent directors.

Explanation for departure: The Company is relatively small and its business operations are nof sophisticated.
The Board comprises only four directors. The Board believes s current membership base o be sufficient o
optimise the Company's performance in a cost efficient manner without the need for additional director input and
associated cosl. As the Company's operations grow, i {8 accepted that it may become desirable to appoint another
nog-execulive and independent director.

Recommendation 2.2: The chairperson should be an independent director.

Nature of departure: The chairperson (David John Reed) s an executive director and substantial sharcholder of
the company and a8 such does not pass the crilerta of independence as oullined in box 2.1 of the ASX Corporate
Governance Council Principles of Good Corporate Governance and Best Practice Recomumendations.

Explanation for departure: The Board considers thal al present, the role of David Reed as executive chairperson
of the company remains m the best interests of the company. David has a unique understanding of the Company's
mining lenements and operations, as well as holding a unique profile in the Wesiern Australian gold mining
industry. Due to the present, relatively small nature of the Company's business operations, and the availability of
David’s services, cost benelil analysis weighs against the uwtility of an independeni chanperson The Board s
mindful of the recommendation that the chairperson should be an independent director, and accordingly, the Board
and iis Nomination and Remuneration Committee will perfodically review the role of the chairperson in the conlext
of the recommendation.

Recommendation 2.3: The roles of chairperson and chief execulive officer should not be exercised by the same
individual.

The roles of chairperson (David Joha Reed) and chiel executive officer (Chrisiopher John Reed) are not exercised
by the same person.

Recommendation 2.4: The board should establish a nomination commitlee.

Nominafion and Remuneration Committee

On 13 Juse 2006 the Board adopted a Nomination and Remuneration Comniittee Charter, a copy of which is
avatlable on (he Company's website. This combined Commitiee is responsible for overseeing the Company's
remuneralion and compensation plans, policies and practices on behall of the Board and shareholders.

The Nomination component of the Committee assists (he Board in fulfilling its responsibilifies (o shareholders with
regard Lo:

¢ identilving the necessary and desirable competencies of Board members;

¢ assessing the extent o which the compelencies are represented on the Board; and

¢ (he selection and appointment process Tor directors.
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In endeavoring to ensure thal the Board has an appropriate mix of skills and experience, the committee will
consider directors who bhave a demonstrated record of high levels of integrily and performance and improviag
sharebolder returns, and who can apply those skills and experience 1o the benefil of the Company.
The Remuneration component of the Commitlee assists the Board in ensuring that

¢ shareholder interests and employee interests are aligned;

» the Company 1$ able to atiract, develop and retain superior Lalent; and

e the integrity of the Company's reward program 18 maintained.

Natare of departare: Prior o 13 June 20606 the Company did not have a formal nominalion committee.

Explanation for departure: Until the establishment of the Nomination and Remuneration Commitlee, iis
funclions were fullilled by the Bomrd acting as a whole. The esiablishment of the Commitlee i part of the
Company's continuing commitment Lo develop its corporate governance practices.
Recommendation 2.5: Provide the information set oul in the Guide to reporting on Principle 2
Directors skills, experience and expertise
The skills, experience and expertise velevant to the position of director held by each dirvector in office at the date of
the annual report.
David John Reed, OAM, FCPA, age 66
Position with Company: Execuative Chairman
Term of Office: Appointed 20 December 2001
Independent: No
Company Board Committee Membership: Nominalion and Remuneration Committee
Current External Directorships: None
Skills, Experience and Expertise: Mr David Reed 18 a Fellow member of CPA Austradia, and graduated
in accountancy in 1965, He has 440 years experience in stockbroking including 22 vears based in
Kalgoorlie. In 1985 he became chairman of stock-broking Tirm Fyres Reed Lid in Perth until 118 sale to
CIBC World Markels in 1997, He has extensive puble company experience having sat as chairman of
several Hsted exploration companies. He has a long history in the gold mining industry, including
chairman of Fund Raising for the Ausiralian Prospectors and Miners Hall of Fame. He is also a Founder
and Session Chairman of the Diggers and Dealers Forum in Kalgoorlie, and a past Secretary of the
amalgamated Prospectors and Leascholders Assoctalion.
Christopher John Reed, BComm, GradCertMinEcon, ASA, MAusIMM, age 33
Position with Company: Txecutive Director/Chief Execulive Offtcer/Secretary
Term of Office: Appointed 20 December 2001
Independent: No
Company Board Committee Membership: None
Current External Divectorships: None
Skills, Experience and Expertise: Mr Chris Reed, gradualed with a Bachelor of Commerce from the
University of Notre Dame. He holds a Graduate Certificate in Mineral Economics from the WA School of

Mines, is a Member of the Australasian Institute of Mining and Metafurgy and is an Associate Member of
CPA Australia. He has 14 years experience in the mineral exploration and mining industry.
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Peter Lionel Fleary Collins, BSc{Hons}, PhD, MAIG, age 57
Position with Company: Non-Executive Director
Term of Office: Appointed 20 December 2801
Independent: Yes
Company Board Committee Membership: Normination and Remuneration Commaittes
Current External Directorships: None

Skills, Experience and Expertise: Dr Peter Collins graduated will a Bachelor of Science with honours
from the University of Tasmania, where he also gained his Doclor of Philosophy. He has 25 years
experience as a geologist in Tasmania and Western Australia. He has been an economic geologist and Lin-
tungsten commaodity speciafist with the Tasmanian Geological Survey. He has lectured 1n geology at
Curtin University of Technology since 1987 and has been widely aciive in the investigation of mineral
deposits in WA, Dr Colling was responsible for the planning and management of the exploration
programme that discovered the Sand George deposil at Comet Vale.

Ian Couriney Juak, BEng {Hons}), MAasIMM, age 38
Position with Company: Non-Executive Director

Term of Office: Appointed | December 2603
Independent: Yes
Company Board Commitiee Membership: Nomination and Remuneration Committee

Current External Directorships: CBR-TSX, BMC-TSX, Committee Bay Resources, Brilliant Mining
Corp

Skills, Experience and Expertive: Mr lan Junk, graduated with a Bachelor of Engineering with honours
from the WA School of Mines and bolds a First Class Mine Managers Cerlilicate. lan i a highly
respected mining engineer with considerable experience in narrow vein underground mining and project
developmentl. Tan and his brother Leigh were chosen as national finaHsis in the 2003 Ernst & Young -
Young Entreprenewr of the Year for their successful implementalion of inpovative mining methods al the
Miitel nickel mine. Ian is a Member of the Australasian Institute of Mining and Metallurgy.

BDirector independence
The nameys of the directors considered by the board to constitute independent divectors and company's matericlity
thresholds.

Directors are expected o bring independent views and judgement 1o the Board's deliberations. On 13 June 2006 the
Company adopled a policy in regard to director independence substantially in accordance with the ASX Corporate
Governance Council's Principles of Good Corporate Governanee dand Best Practice Recommendations, a copy of
which is available on the Company websile.

The directors considered by the Board 1o be independent are the nos-execulive directors, fan Couriney Junk and
Peter Lionel Fleury Collins.

The Board assesses director independence at least on an annual basis, and otherwise when changing circumstances
otherwise warrant, including, depending on disclosures from fime to time made by individual direclors. Directors
are considered to be independent if they are independenl of management, have no material business, dependency or
other relationship with the Company that could malerially impede their objectivity or independent judgement, and
are thus able to exercise true independence of mind in the interests of the Company. I the Board determines thal a
director's independent status is lost, it will immediately disclose this to the markel.
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Independent Professional Advice

A statement as fo whether there is a procedure agreed by the board for directory to tuke independent professional
dddvice af the expense of the company.

It is pari of the corporale governance policies agreed (0 by the Board that in order 1o [ulfill their responsibilities, and
subject 10 the chairman's prior approval (nol fo be unreasonably withheld), directors, al the Company's expense,
have the right to obtain independent professional advice on issues that may arise in the course of their duties.

Ferm of Office of each Director
The term of office held by each divector in office at the date of the wwnual report.

David Foha Reed ixeculive Chairman since 20 December 2001
Frecutive Directore et since 20 December 2001

Christopher John Reed sxeculive Diticer
Company Secretary since 20 December 2001
Peler Lionel Fleury Collins Non-gxeculive Director since 20 December 2001
lan Courtney Junk Non-execulive Director since 1 December 2003

Nemination and Remuneration Committee
The names of members of the nomination commitiee and their attendance at meetings of the commitiee.

The Nomination and Remuneration Commiltee met once during the 2005-2000 linancial year. Aullendance of each
member was as follows:

David Reed - (Committee Chairy Executive Chairman 1/1
Peter Collins — Non-executive Director 1/1
Ian Junk — Non-executive Director 1/1

Prineiple 3: Promote ethical and responsible decision-making

Actively promaote ethical wnd responsible decision-making.

Recommendation 3.1:  Esiablish a code of conductl o guide Lhe directors, the chief executive officer {(or
equivalent), the chief financial officer (or equivalent) and any other key executives as o
311 the practices necessary (0 maintain confidence in the company's inlegrily
312 the responsibility and accountability of individuals for reporting and investigating reports of
unethical practices.

Nature of departure: The Board presenily has not adopted a formal code of conduct.

Explanation for departure: The Board i1s committed to the establishment and maintenance of appropriate ethical
standards o underpin the Company's operations and corporate practices. Having regard o the relatively smatl
number of personnel engaged in the Company's operations, and the abilily of the Board 1© intimately interact with
thase people to insii] ethical standards, the wiility of a formal code of conduct was, until recently, constdered not o
be essential. 'With (he continued growth of the corporation from a gold explorer 10 a gold producer, a Tormal code
of ethics and conduct i$ now considered to be of Tuture benefit. The Board is currenily in the course of preparing a
formal code of ethics and conduct Tor all directors, officers and employees of the company.

Recommendation 3.2: Disclose the policy concerning (rading in company securilies by directors, officers and
employees.
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Share trading pelicy

The Board has approved, on 13 June 2006, a formal policy on the trading of iis shares by its directors, officers and
empioyees. The policy prolibits directors, officers and employees from engaging in short-lerm trading of any the
Company's securilies, or buying or selling the Company's shares, if they possess unpublished, price-sensiiive
information. In addifion, directors and senior management must not buy or seil the Company's shares in the period
between Lhe end of the half or full financial year and the release of the results for the relevani period. Directors and
senior managenment must also receive approval from the chairman, or company secretary, before buying or selling
Company shares.

A copy of the Company's Share Trading Policy can be found in the corporate governance section of our websile.
Nature of Departure: Prior to 13 June 2000 the Company did not have a formal share trading policy.

Explanation for Deparfure: Prior lo adoption of the policy in June 20006, the Company's policy was for all ifs
directors, officers and employees to at all times comply with Ltheir obligations at law, and as may be required by the
ASX Listing Rules, including with respect (0 share trading. The adoption of ihe policy is part of the Company's
coatinuing commitment o develop its corporate goversance praclices.

Recommendation 3.3: Provide the information indicated in Guide to reporting oa Principle 3.

There is no further information to be provided.

Principle 4: Safeguard integrity in financial reporting

Have a structure to independently verify and safeguard the integrity of the company's financial reporting.

Recommendation 4.3: Require (he chief execulive ofTicer (or equivalenty and the chief [inancial ofTicer {or
equivalent} to siale in writing (o the board that the company's financial reporls present a true and fair view, n all
material respects, of the company's financial condition and operational resull and are in accordance with relevant
accounting siandards.

The chief executive ofTicer provides sucl letters of assurance Lo the Board for each hall-year and full-year resulls.
Recommendation 4.2: The board should establish an audil committee.
Nature of departure: The Board does nol have a formal avdit commitlee.

Explanation for departure: The Company presently does nol have a separately constiluted andit committee as it
18 not presenily of a size, or ils affairs of such complexity, to wartant such a committee.  All matlers capable of
delegation 1o such a commiltee are presently deall with by the full Board. The Board as a whole will investigale
and recommend candidates for appomtment as external auditors of the Company and from time 1o thne will review
the scope, performance and fees of ils external auditors to ensure the appropriafe processes are in place Lo support
the Board in fulfilling responsibilities relating Lo:

e reporling of financial information to users of [inancial reports;

e application of accounting policies;

*  financial management; and

* internal lrancial control systems.

Recommendation 4.3: Struclure the audil commiitee so that it consists of?
*  only non-executive directors
* a2 majority of independent directors
e anindependent chairperson, who is aol chairperson of the board
e al least three members
Noeotice of departure: The Board does not have a Tormal audil commitfee.

Explanation for deparfure: Sce explanation in recommendation 4.2 above.

Recommendation 4.4: The audit commitiee should have a formal charter.
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Nofice of departure: The board does not have a Tormal audil committes.

Explanation for departure: See explanation in recommendation 4.2 shove.

Recommendation 4.5: Provide the information indicated in Guide to reporting on Principle 4.

Qualifications of Audit Commitiee Members

Details of the names and gqualifications of those appointed to the qudit commitiee, or, where an dudit committee has

net been formed, those who fulfil the functions of an audit commiftee.

The people, ard (their qualifications, who fulfi the functions of an audit commitlee are as follows:

David Fohn Reed - Execulive Chairman Diploma in Accounting, Fellow CPA

Christopher John Reed — Chiel Executive Officer BComm, Graduate Certificate Mining

Economics
Peter Lioael Fleury Collins — Non-executive Director BSe¢ (Hons), PhB) (Geology)
lan Courtmey Junk — Non-executive Direclor BEng (Hons)

Audit Committee
The mumber of meetings of the audit committee and the names of the attendees.

Although no formal audit commiliee has been established, there were 2 meelings of the full Board al which
funclions commonly dealt with by an audil commitfee were addressed during the 2005-2006 financial year.
Altendance of each Board member at those meetings s as Tollows:

David Reed - (Committee Chair) Executive Chairman 22
Christopher Reed — Chief Executive Officer 212
Peter Colling — Non-executive Director 272
lan Junk — Non-executive Director 272

Prineiple 5: Make timely and balaneced disclosare

Promote timely and balanced disclosure of all material meatters concerning the company.

Recommendation 8.1: Establish writien poleies and procedures designed o ensure compliance with ASX Listing
Rule disclosure requirements and fo ensure accountability al a senior management level for thal compHance.

Disclosure policy

The Company is commilted 1o providing best practice continuous disclosure and, therefore, has comprehensive
policies and procedures designed to ensure compliance wilh continuous and periodic disclosure obligalions under
the Corporations Acl and the ASX Lisiing Rules. On 13 June 2000 the Board adopted a formal Continuous
Disclosure Policy, a copy of which is available on the Company's website.

Continuous disclosure 1s included as an agenda itern at all meetings of the Board. Any issue that arises which may
need to be disclosed is Lo be immediately reported 10 the disclosure officer, which is Mr Chistopher Reed as
Company Secretary. The disclosure officer las primary responsibilily (or administration the Company's disclosure
poley, While the disclosure officer 18 responsible Tor administering this policy, only the Chairman can authorise
the release of any statement to the market.

All information disclosed o the ASX is posied on the Company's web-site immediately afler it is disclosed to the
ASX. The Company makes all market announcements, media briefings, detasls of sharcholders meetings, press
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releases and financial reporis available on the Company's web-site.

Nature of departure: Prior (o 13 June 2006 (he Board did not have a formal disclosure policy.

Explanation for departure: Prior 1o adoption of a formal policy in June 2006, the Company's policy was to, al all
times, for il and its officers to comply will their obligalions at law, and the ASX Lisiing Rules including with
respect to disclosure. The adoption of the Continuous Disclosure Policy is part of the Company's continuing
commilment to develop ils corporate governance praclices.

Recommendation 5.2: Provide the information indicated in Guide to reporting oa Principle 5.

There is no further information to be provided.

Principle 6: Respect the rights of shareholders

Respect the rights of shareholders and facilitate the effective exercise of those rights

Recommendation 6.1: Design and disclose a communications strategy (0 promote effective commuanication with
sharcholders and encourage effective participation at general meelings.

Shareholder communication
The Company places coasiderable importance on limely and effective communication with our shareholders and the
markel.

We use internel-based information systems (o improve communication with our shareholders and the investment
communily. Examples include electronic posting of company announcemenis oz ouwr websiie (usually within one
hour of lodgement with the ASX), and nofifying our shareholders of ASX announcements and Company-related
news and updates via email.

Recommendation 6.2: Request the external auditor 1o attend the annual general meeting and be available (o
answer shareholder quesiions about the conduct of the audil and the preparation and content of the audilor's report.

The company's exiernal auditor, Deloittes, aflends all annual general meetings and s available to answer
shareholder questions.

Principle 7: Recognise and manage risk

Establish o sound system of risk eversight cond monagement and internal control

Recommendation 7.1: The board or appropriate board commiliee should establish policies on risk oversight and
management.

Edeniification and Management of Risk

The Company and Board recognize the importance of identifving and controlling risks o ensure that they do not
have a negalive impacl on the Company. On 13 June 2006 the Board formally adopted a Risk Management Policy
which sets outl a policy framework for esiablishing a system of risk oversight, management and internal control in
order to wdenlify, assess, monilor and manage risk. It is anticipated thal internal iniliatives will be monilored,
implemented and managed under these developing initiatives from time to tme.

The Board as a whole is responsible for efficient and effective risk assessment and risk management. Management
of risks will be discussed by the Board al periodic siralegic planning meetings. In addition, key operational risks
and their management, will be recurring items for deliberation at Board Meetings.

Nature of departure: Prior 1o 13 June 2006 the Board did not have a formal risk management policy.
Explanation for departure: Prior (0 adoption of g formal policy in June 20006, the Board informally relied on the
collective experience and skills of the full board without a siructural policy framework 1o identily material risks

which may affect the Company's business. In view ol the Company's recent and conlinued growll, a more formal
framework for identifying and managing risk was deemed appropriate as part of the Company's conlinuing
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commitment to develop ils corporale governance praclices.

Recommendation 7.2: The chief executive officer {or equivalent) and the chiel financial officer {or equivalent)
should s1ale o the board in wriling thatl:

7.2.1 the slalement given in accordance with best praclice recommendation 4.1 {(the integrity of
linancial staternents) s founded on a sound system of risk management and internal compliance
and control which implements the policies adopted by the board

7.22  the company's risk management and inlermal compliance and control systern is operating
elTiciently and elfectively in al material respects.

The chiel execulive officer discharging his combined lunction of chiel execulive officer and chiel financial officer
provides such wrillen assurance 1o the Board.

Recommendation 7.3: Provide the information in Guide to reporting on Principle 7.

Risk Management Policy
Description of the company’s visk menagement policy and internal complianee and control system.

The following sets Torth the key areas of risk management perceived Lo be relevant o the Company and which s
anticipaled will be embraced within the policy framework now committed 1o in the ferms of the Rigsk Management
Policy adopled on 15 June 2006.

The risk profile of the Company inciudes both (inancial and non-financial faclors. In addressing the Company's
risk management policy and internal comphance and control systems, the Board receives and considers reporis,
presentations and representations from senior managemenl, and key execulives which are used in the process of
identifying, monitoring and managing material risks. The Board considers whether there are any fatlures of risk
management, inlernal control or compliance matlers and assesses the impact of [dentified risks on the Company.

The risk profile of the Company includes risk management initiatives for mitigation of risks that may negatively
impacl on the Company's goals and objectives. Risk factors identified include $US/SAUD currency movements,
fuel pricing, gold commaodily prices, occupational and environmental issues, and operational and management
elTiciency.

The company's aim is o mitigate or manage these risk through a range of risk initiatives that include retaining
competent management and staff, maintaining an experienced and mulli-discipline board that can work effectively
logether, a tenemenl porifolio that includes a range of active exploration and development stage projects, financial
and internal audits, and continued development and commilment to corporale governance practices.

Unti recently, the Company's approach to risk management has been more informal but, on 13 June 2000 the Board
adopted a high-level Risk Management Policy with a view o rollout a formal set of inzliatives under that policy in
the 2006-2007 financial vear. It is anticipaled that internal initiatives will be monilored, implemented and managed
under these developing initiatives from time to Ume.

A copy of the company's present Risk Management Policy, which ig subject to the Board's periodic review, is
available on the Company's websile.

Prineiple 8: Encourage enhanced performance

Fairly review and actively encourapge enhanced board and management effectiveness

Recommendation 8.1: Disclose the process for performance evaluation of the board, its committees and individual
direclors, and key executives.

Board and board committee performance evaluation
Each vear the directors evaluate both the collective performance of the Board and that of individual members.
Similarly, a process of anaual performance evaluation is conducted for the Board commiliees.

FoHowing the creation of a separate Nomination and Remuneralion Committee and Charler on 13 June 2006, the

Commitlee is responsible for assessing that the [ramework and the process used for conducting evaluations are
appropriate and Tor making recommendalions to the Board in relation to the performance of the chiefl executive
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officer and other key executives.

Principle Y: Remunerate fairly and responsibly

Ensure that the level and composition of remuneration iy sufficient and reasenable and that fits relationship o
corporate and individual performance iy defined.

Recommendation 9.1: Provide disclosure in relation to the company's remuneration policies 10 enable invesiors to
understand (1) the costs and benelils of those policies and (i) the Hnk between remuneration paid Lo directors and
key execulives and corporale performance.

Directors' Remuineration Arrangements
The remuneration of an executive director will be decided by the Nomination and Remuneration Committee.

The maximum aggregate remuneration of non-executive directors % the subject of sharcholder resolution in
accordance wilh the Company's Conslitution, the Corporations Act and the ASX Listing Rules, as applicable.

Director remuneralion within that maximum will be made by (e Boaré having regard 10 the inputs and value to the
Company of the respective conlbributions of each non-executive direcior.  The Board may award additional
remuneralion Lo non-executive directors called upon to perform extra services or make special exertions on behall
of the Company.

The Company's 2006 remuneration report is located on page 20 of the 2006 Annval Repori.
Recommendation 9.2: The board should establish a remuneration committee.

The Board has a Nomination and Remuneration Commillee, as outlined in recommendation 2.4 above.
Nature of departure: Prior (o 13 June 2006 the Company did not have a formal remuneration commiitee.

Explanation for deparfure: Until the establishmeni of the Nomination and Remuneration Committee, ils
functions were fulfilled by the Board acling as a whole. The establishment of the Committee 18 part of the
Company's continuing commitment o develop its corporate governance practices.

Recommendation 9.3: Clearly distinguish the structure of son-execulive direclors’ remuneration from that of
executives.

Nature of departure: In addition to their directors emoluments, the company's Non-executive Directors are
eligible to receive oplions under the company's long-term inceniive plan, which approach is not in compliance with
the guidelines [or non-execulive director remuneration as outlined in box 9.3 of the ASX Corporale Governance
Council Principles of Good Corporate Governance and Best Practice Recommendations.

Explanation for departure: All non-executive directors are remuneraled by way of annual fees which are set out
in the Remuneration Report of the 2006 Annual Reporl, the maximum aggregaie level of which [ees has been
approved by shareholders in general meeting. However, in order Lo attract and maintain high-calibre, non-execulive
directors, the Board, in recognition of each of the non-execulive directors contribution Lo the Company's progress Lo
dale, and to lurther incentivise their ongoing performance and commilment to the Company has decided to grant,
subject 10 shareholder approval, new oplions Lo each of the non-execulive directors. Sharcholder approval will be
sought at the 2006 Annual General Meeting for the issue of new options 1o each of the non-executive directors.
Further details are provided in the Explanatory Stalement of the 2006 Notice of Annual General Meeling.

Recommendation 9.4: Ensure that paymenl of equily-based executive remuneration is made in accordance wilh
thresholds set in plans approved by shareholders.

The chiel executive officer has received a total aggregate of 2,000,000 options 0 dale thal were issued Tollowing
approval by sharcholders in general meeting.  Shareholder approval wall be sought al the 2006 AGM for the issue of
a total of 1,080,000 new options 1o the chiel execulive officer as parl of the company's long-lerm incentive plan,
Approval will also be sought for the remuneralion arrangemenis of all executive and non-executive divectors,
further details of which are provided in the Explanatory Stalement of the 2006 Notice of Annual General Mecting.
The Remuneration Report will also be tabled at (he 2006 Annual General meeting for adoption by the Company.
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Recommendation 9.5: Provide the information indicaled in the Guide Lo reporting on Principle 9.

Remuneration Policy Disclosure
Disclose the company's vemuneration policies referred ta in best practice recommendations 9.1 and box 9.1,

The Nomination and Kemuneration Commillee is responsible for seiting the Company's remuneration policy. In
delermining such policy remuneralion, the Commiltee is mandated to take inlo account all factors which il deems
pecessary Lo ensure thal members ol the execulive management of the Company are motivated to pursue the long-
lerm growth and success of the Company within an appropriaie control framework so thal there is a clear
relationship between key executive performance and remuneration.

Further information is provided in the Remuneration Report on page 20 of the Annual Report.

Remuneration Committee
The names of members of the remuneration conunitice and their atteindance af meetings of the commities.

See Recommendalion 2.5 above.

Retirement and other statufory superannuation schemes for Non-executive Directors

The existence and terms of any schemes for vetirement benefits, other than statutory superannuation, for non-
executive directors.

The Company does not provide any scheme Tor retiremnent or other benefits to non-executive directors other than

stalutory superannualion.

Prineiple 10: Recognise the legitimate interests of stakeholders

Revognise legal and other obligationys to all legitimate stakeholders

Recommendation 38.1:  Esiablish and disclose a code of conducl to guide compliance wiilt legal and other
obligations to legitimate stakeholders.

Natare of departare: The Company presenily has nol adopted a formal code of conduct.

Explanation for departure: The Board is commitied to the establishmenl and maintenance of appropriate ethical
standards o underpin the Company's operations and corporate practices including obligations to external
stakeholders. With the conlinued growth of the corporation from a gold explover 10 & gold producer, a formal code
of ethics and conduct is now considered Lo be of future benefit. The Board is currently in the process of preparing a
formal code of ethics and conduct for all directors, officers and emplovees of the company which will also cover
obligations to all legitimate slakeholders.
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Directors’ report

The directors of Reed Resources Ltd submil herewith the annual financial report of the company for the [inancial year
ended 30 June 2006, In order o comply with the provisions of the Corporations Act 2001, the dicectors reporl as
foHows:

The names and parliculars of the directors of the company during or since the end of the financial year are:

Directors

Name Particulars

Mr D. J. Reed Executive Chairman

Mr C. J. Reed Executive Director and Company Secretary
D P. L. ¥ Colling Non-Executive Director

My £ C. Junk Non-Executive Direcior

Principal activities

The consolidated entily’s principal activities during the period consisted of exploralion for gold and other minerals, and
the development of a gold mining operation. During the year the consolidated enlity began gold production activilies.

Review of operations

COMET VALE PROJECT

Sand Queen Gold Mine

Production Joint Venture

{Kingsrose Mining Pty Ltd earning 50% of M29/321, M29/52)

During the year Kingsrose Mining Piy Lid, our Joint Venture Operalor, commenced underground operations at the Sand
Queen mine and the Tirsi gold was poured in June 2606,

The Sand Queen mine has been dewatered to below the 3 Level, minor rehabilitation work completed on the Sand
(ueen Shafl, the 2 Level has been driven south for aboul 200 metres and has inlersected the northern extent of the Sand
George lodes, stoping commenced at the south end of the old Sand Queen mine to recover remnant ore, and work
commenced on 3 Level plat in preparation for a development drive to the south. A 2 kilometre long haul road was
comstrucled Tor access for road rains (o transporl the ore to the Greenfields Mill, Coolgardie for processing.

A total of 3,089 ronnes of ore from development and sloping on the 2 Level at (he south end of the old Sand Queen mine
was hoisled Lo the surface, including 1,730 tonnes from the SOQ2A stope. Additional broken stock reserves remain in the
5028 stope. Mining of the southern extremifies of the Sand Queen deposit will continue from both the 2 and 3 Level
developments. Geolechnical analysis of the ground condilions has been conducted to ensure safe working condilions are
maintained as the Sand George aclivities come online,

The first miling campaign in June 2006 treaied 3,089 1onnes of combined development and siope org mined from the
southers end of the Sand Queen deposit. A Lotal of 643 ounces of gold and 128 ounces of silver have been recovered of
which 315 cunces of gold has been credifed fo Reed. The gravily circuit recovered about 65% of the gold, and the tofal
gold recovery was in excess of 97% (caleulated from the metailurgical balance) Tor a reconciled head grade of 0.5 gh
Au. The leach and adsorption Kinetics of the ore parcel were excellent and the ta grade was about 8,10 gft.

The cash cost per ounce was A$523, and the average price received was AS798. “Cash costs” include all expendilures
by Reed, directly incurred on mining and milling, plus overheads and royallies. The cash cosl is expected to decrease as
the proportion of stope ore to development ore increases as mining of the Sand George lodes reaches a more advanced
slage.

The next milling campaign is scheduled for September 2006 and then bi-monthly for the next three and a half vears. The
size of each campaign is expected Lo increase as rmining of the Sand George lodes increases o full production. Kingsrose
Mining Pty Lid is continuing 10 evaluate the widening of a planned ventilation shaft at the south end of the Sand George
lodes o a new production shafl.
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Mineral Resources

Puring the year the Company completed a resource extension drilling program, which doubled the sirike extent of the
Sand George lode system, and compleled a re-evalualion of resources along strike o the south of and al depth beneath
the Sand George lodes and between the northern end of the Sand George lodes and the Sand Queen deposit. This has
resufled in a substanlial increase in the combined Mineral Resources to a lotal of 360,000 lonnes at a grade of 11.8 ght
Au Tor 136,000 ocunces of gold (al 5 g/t Au cut-off), as listed in Table 1.

All drill boles (seven cored drill holes and five RC percussion drill holes) intersected minerahsed quartz lodes thereby
exlending the sirike extent of the Sand George lodes [or a further 500m (o the south and down o a verlical depth of
150m. Drilling along strike to the south of the Sand George lodes and a re-evaluation of deep lode intersections (not
previously included in resource estimates) has resulted in an additfonal Inferred Mineral Resource of 128,000 tonnes al a
grade of 11.9 g/t Au lor 49,400 ounces of gold (at 5 g/ cut-off).

A re-evaluation of previous drilling between the northern end of the Sand George lodes and the south end of the Sand
Queen deposil has resulfed in an additional Indicaled and Inferred Mineral Resources of 64,500 onnes ar 1895 g/ Au lor
21,850 ounces of gold (at § g/t Au cut-off) between the two deposits. This includes the southern strike extension of lodes
in the Sand Queen deposil, which have not previously been mined and are currently being driven on as part of ithe
development W access the Sand George lodes.

The gold-bearing fode structure remaing open at depth and along strike o he south where previous shallow drilling has
intercepted the mineralised structure up o further south of the Kingsrose FV boundary. The increase in resources has the
potential to significantly extend the mine life beyond (he current plan of three and a half years.

Mineral Resource inventory for the Sand Queen mine, Comel Vale, including additional Inferred Resources along strike
to the south and at depth beneath the Sand George (SG1 & 8G2) lodes and between the Sand George lodes {at a cut-off
grade of 5 gft Au).

Lode Category Tonnes Grade Contained Gold
{g/t Au) Ounces

Sand Gesrge deposit

SG1 lode Indicated 78,080 11.4 28,804
SG2 fode Indicated 68,000 13.4 28,500
SG1 lode Inferred 11,4400 94 3460
SG2 tode Inferred 13,200 14.8 4,900
South extension and deep lodes Inferred 128,060 11.9 A5 406}
North extension Indicated 44,400 12.4 17,106
{Sand George 1o Sand Queen south) Inferred 20,140 T4 4,750
TOTAL Ind + Eaf 366,000 11.8 136,600

All lonnage, grade and ounce values have been rounded down Lo three significant figures. Slight errors may oceur due to
this rounding of values.

Sand Prince West Deposit
(100% RDR)

An mnfill grade controd and resource extension drilling program al the Sand Prince West deposit resulied in a substantial
increase in the combined Mineral Resource 1o 121,150 tonnes al a grade of 2.39 g/t Au Tor 9.310 ounces of gold, using
a b g/t Au cut-off (Table 2). Al a higher cut-off grade (2 ¢/l Au), the combined resource is estimated 10 conlain 67,440
tonnes at a grade of 3.15 g/t Au, for an estimated 6,828 ounces of gold. Aboul half of the conlained gold is in a
Measured Resource (Table 2} and furither drilling 18 required to upgrade the Indicaled and Inferred Resources to a
Measured Resource status.
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An initial open pit mining study, using Whillle Pit Optlimisation software and a gold price of A$550 per ounce, indicated
an optinal shell resource of 28,300 lonnes at a grade of 3.28 g/t Au (2,990 ounces} above a 2.0/ cut off. Fhis does not
conslitute a reserve as no formal pit design has been undertaken.

Mineral Resource invenlory for the Sand Prince West deposil

Cur Off Catepory Tonnes Grade Contained pold
Grade fe/t Au) {ounces}

L gh Measured 53,000 2.2 4,640
Indicated 46,000 2.15 3,180
Inlerred 21,500 2.1 1,450
Total 121,800 2.3% 9,310
260 Measured 33,000 347 3,680
Indicated 23.10¢ 2.8% 2,140
Inferred 1£,204 2.74 965
Total 67441 3.15 6,820

All tonnage, grade and ounce values have been rounded down Lo three significant figures. Slight errors may oceur

=

due (o this rounding of values.

Nickel Laterite Exploration
{108% Reed, Heron Resources right 1o earn 70% Ni rights in M29/186)

A program of RC drilling was completed during the year Lo lest the weathered profile above the Walter Williams
Formation (o lateritic nickel mineralisation in the same straligraphic unil that hosis the Goongarrie, Cawse, and Siberia
lateritic nickel deposits.

Inilling confirmed the presence of two separate horizons of nickel enrichment in the wealhered profile, with a near
surface “A zone’ and a lower "B zone’. Grades in both zones are similar. Analylical results indicale substantial
thicknesses of nickel enrichment in the weathered profile with best intersections of 12 metres at 8.76 % Ni (NLCGO7,
open al depth), 26 meires at 8.62 9% Ni (NLCO09) and 35 metres at .53 % Ni (NLCO17).

The exploration targel al Comet Vale 1 a 20-30 Mi deposil with a grade of the order of (1.5-0.6 % Ni {unscreened) for a
potential resource similar in siyle (o that al Heron Resources’ nearby Goongarrie and Highway deposits. Drilling (o date
indicates that the targeted grades are achievable, with possible higher-grade zones, bul additiosal closer-spaced drilling
is required for adeguale festing of a polential resource.

Regional Exploration

Regional exploration continued with 1:2,000 scale geological mapping of the well-exposed areas o the cast of the
Goldfields Highway. Integration of this mapping wilh airborne geophysical survey data has resulted in a number of
largets with potential Tor gold-silver, gold-copper and nickel-copper sulphide mineralisation. SurTace rock-chip sampling
ol oculcropping quarlz recfs and mineralised shear zones, some gossanous, within komatiilic rocks has relurned highly
anomatous gold and copper assays (up (0 113 gft Au, 10,1 % Cu) at a number of these targets.

Further delailed mapping and sampling, & detatted (25m Hne spacing) low-level airborne geophysical survey and a

sravity survey will aid delineation of exploration targets in preparation for an RC drilling program (o iesi the subsurface
expression of mineralised structures.
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MOUNT FINNERTY PROJECT
{(100% Reed, Poriman earning 80% Fe rights)

Exploration at the Mi Finnerty Project [ocused on evaluation of the iron ore potential, by Portman Limited, and
continuing evaluation of ihe nickel sulphide polential of ultramafic sequences on either side of the Watl Hills greenstone
bell.

Iron Ore Exploration
{Poriman fron Ore Lid)

Puring the year Portman completed reconnaissance mapping and sampling throughout the full length of the Mt Finnertly
Project and identified several areas of hematite/martite enriched BIF lateritised goethilic cap rock and geothile-cemeled
seree (canga), in addition to surface iron emrichments previouslty discovered by Reed. Rock-chip sampling returned
grades in excess of 60 9% Fe (most samples in excess of 55 9% Fe) at several locations spread over 35 km along the strike
of the greenstone belt. Portman’s sampling of the swrface-enriched BIF coafirmed previous indications of low
phosphorous levels {most samples containing less then 0.08 4 P).

Nine prospects {designaled FINT o FIN9) were selected by Portman for an initial drilling campaign to lest the depth
exlent of surface enrichment. Poriman completed 28 reverse circulation (RCY diill holes for 1,497 metnes of drilling at
seven of the prospects (FIN1 & 2, Fin 4-6, FIN8 & 9). The best drill resuiis were obtained from the FIN9 prospect to
the north of ML Finnerty where high-grade mineralisation (i.e., >58% Fe) was intersected in both drill holes on each of
two drill traverses, which are located about 200 metres apart, as summarised below:

Hole 1D From TFo Intercept Fe 80, ALO; P LOI
{ni) {ny) {ni) G o % Ge: G
MFRCO23 3 17 12 60.09 2.94 2.28 £.080 7.77
MFRC0O24 16 26 Lt 59.88 354 1.67 (.096 6.80
MFRCO25 13 34 21 59.72 2.1 2.4 £4.120 7.94
MFRCO25 73 17 4 68.19 4.1 1.7¢ (0.029 6.56
MFRCO26 22 32 11 58.73 359 3.03 £.130 8.26

fron enrichment al FINO appears to occur as iregular pods within & variably mineralised envelope of banded iron
formation (BIF}). At the other prospects (FINT & 2, FIN4-6, FINS}, all south of Mt Finnerty, drilling relurned variable
resulls with thin bands of iron enrichment approaching ore grade mineralisation.

The results from the inidal drilling program are sufficiently encouraging 10 warrant further exploralion in the area north
of Mt Finnerly, in the vicinily of the FIN9 prospect and further north loward Mouat Walton.  This work will include
detailed geological mapping and swTace sampling (o better delineate prospective zones within the BIF uaits prior to
another phase of drilling.

Regional Exploration
(F00% Reed)

Reconnaissance exploration for nickel sulphide mineralisalion accompanying the ulframafic sequences identified along
the western and eastern flanks of the Watt Hills greenstone belt conlinued during the period wilh the drilling of aine
reverse circulation percussion (RC) drill holes for a total of 1,536 metres. The drilling program was designed o wst EM
targels identified from a surface TEM swrvey conducted over sections of favourable ultramafic flow sequences that had
been nterpreied from an aeromagnetic survey and confirmed, where possible, by seological mapping and rock chip
sampling.

Initial resubts from the RC drilling program indicate that the ground geophysical survey was successful as disseminaled
suiphides (mostly barren pyrite} were intersected in several drill holes. MeO-enriched ultramafic rocks were intersecled
in several of the drdl holes, including thick flow sequences of these rocks intersecled in iwo drill boles. An inlerpreled
basal contacl of an ultramafic sequence inlersected in one of the drill holes contained barren disseminated sulphides.
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The Company’s consullant geologist has compiled all data form the geological mapping, geochemical sampling and
drilling in preparation 1or an evaluation of the exploration program to define the position of prospective basal contacts 1o
senerate targels for folow-up drilling.

BARRAMBIE PROJECT
(100% Reed)

Duwing the year, the Company compleled a Pre-Feasibility Swdy (PES) to determine the viability of mining and
constructing and operating a plant o produce vanadium pentogide. Open-pit optimisation, design and scheduling on the
oxide resource were completed, and operaling and capital costs have been incorporated inio the financial modeling.

Resources

At a throughpul rate of 2Mi of Run-of-Mine ore per year, the plant will produce 20M/1bs of Vanadium Pentoxide Flake
{V40) per year. Barrambie contains over 148 million tonnes of mineralisation in the Ceniral and Eastern Bands, wilh
25 million loanes planned 1o be mined from (he Hasiern Band down 1o a depth of 50 metres below in the study. Mining
would employ conventional open pit drill, blast, load and truck hand.

Processing

The proposed treatment process 15 a conventional salt roast — leach of & magnetic concentrate. The ore will be crushed
and ground using a conventional SAG mill before being subjected 10 fow intensity magnetic separation and rare-earth
drum 10 produce a concentrate. Samples of the concentrate produced from Lhe magnetic separalion test work were
successiully roasted and leached with recovertes from the oxide concentrate exceeding 95%.

Capital Cost

The estimaled capilal cosls capture recent indusiry wide cost escalations and are based on all new equipment.  All
estimates were made by Sinclair Knight Merz, (o Pre-Teasibility Study standards (+ 30%%) are

Plant Direct (Processing plant & Infrasiructure) A 1748 m

Plant Indirect (EPCM, commissioning, st i1l and Contingency) A% 61.7m

Nalural zas (urn key package A3 195m

Total A% 2560 m
Operating Cost

An estimate of the plant operating cosl of the Barrambie plant reating 2.0 Mipa run of mine producing 20.8 M ib of
V405 has been derived by engineers Sinclair Knight Merz. Mining cosls were estimnated by METS. The costs are
expressed in Austratian dollars and were valid during Q4 2005,

Plant Operating Costs include processing plant, infrastructure and adovnistration. Costs are estimated al A% 2.58 /b
Vo205 produced.  Mining costs were estimated al ARL.73 per toune of ore milled or ASC.17/1b V1O produced. The
operating costs have been based upon preliminary plani fay-out and metallurgical data and assumptions of plant staff
levels.

Revenees and Financial

The PFS used discounted cashflow modelling to determine the ¢conomic viabilily of construcling and operating a plant.
Key model assumptions are that the project would be 100% equily [funded, WA Siate Royally of 1.5% would apply and
assets would be depreciated over 10 years.

Markel studies indicate thal vamadium consumption is strong and growing worldwide. The current price of
vanadium is currently quoted by Ryans Notes al US$7.00-7.50/h,

The project has, on an un-geared pre-1ax basis:

Net Present Value of AS379 million using 12% discounl rate
Internal Raie of Return of 40%:

Payback of 4 years

00
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Forward Work Schedule

The Board is assessing & number of options in relation (0 funding a Feasibility Swdy (FS), the first stage of which will
entai an iniensive infill and extension drilling program to upgrade the current Indicated and Inferred Mineral Resources
to Measwred and Indicated Resource status, extend the known resources along strike, confirm mineralisation depth,
thickness and grade predictions, acquire accurate material densities for precise resource modelling, and provide a range
of material samples al various grades for ongoing metallurgical test work.

CORPORATE
Titan Resources Limited

The Company anmounced on 15 Seplember 2805 that il had been granted a call option by Consolidated Nickel Pty Lid o
acquire 60 million shares in ASX listed Tilan Resources Limited (Tirar) and that the call oplion was exercisable in the
event thal Reed Resources makes an off-market bid to acquire all of the issued share capital of Titan.

The Company further announced on 11 October 2005 that a Confidentialily Agreement had been entered inlo between
Reed Resources and Than and that the Board of Tiian had indicated that it would provide Reed Resources with access 1o
information and relevant personnel so that Reed Resources could determine whether or nol 10 make a bid for Titan.

The Board of Reed Resources resolved not to make a bid for Tian or exercise the call optios and the call option expired.

Changes in state of affairs

During the financial year there was no significant change in the state of affairs of the consolidaled enlity other than that
referred (o in this reporl or the financial statements or notes thereto.

Subsequent events

There has not been any matter or circumslance, other than that referred to in this report or the financial sialemenls or
notes thereto, thal has arisen since the end of the linancial year, that has significantly affected, or may significantly
affect, the operations of the consolidated enlity, the results of those operations, or the state of affairs of the consolidated
entity in fulure financial years.

Environmental regulations

The Company s aware of its environmenial obligations with regards 1o its exploration, development and production
activities and ensures that it complies with all regulations when carrying out such work.

Dividends

In respect of the financial year ended 340 June 2000, the company has not paid an interim dividend and no final dividend
is recommended. In respect of the financial year ended 2005, the company did not pay an intersm dividend and no final
dividend was recommended.
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Share options

Share options granted to directors and executives

During and since the end of the financial year an aggregate of 1,000,000 share oplions were granted 1o the following
divectors and executives of the company:

Christopher Reed ' '1,0{}0,800 .  Reed Resources Lid ' '1,0{}0,{}00

Share options on issue at year end or exercised duriag the year

d shares or interests under oplion are:

Reed Resources Lid D -_2,550,(}0(] Ordinary $03’i e 31/1242008
Reed Resources Lid 1,000,000 Ordinary 50.50 1/7/2610

The holders of such options do not have the rightl, by virtue of the option, Lo parlicipale iz any share issue or inlerest
issue of any other body corporate or registered scheme.

Details of she or interests issued during the financial

Reed Resources Lid 106,000 Ordinary $0.00

Indemnification of officers and auditors

During (he Minancial year, the company paid a premium in respect of a contract insuring the directors of the company (as
named above), the company secretary and all execulive oflicers of the company and of any related body corporate
againsl a lzabilily incurred as a divector, secretary or executive officer to the extent permitled by Corporations Act 2001,
The contract of insurance prohibits disclosure of the nalure of the Hability and the amount of the premium.

Directors’ meetings

k]

The [ollowing table sets out the number of directors’ meetings (including meetings of commiliees of directors) held
during the financial year and the number of meelings atiended by each direcior {while they were a director or committee
membery. During the financial year, 9 board meetings, | nomination and remuneration commitlee meetings and nil audit
commitiee meetings were held.

avid Reed 9
Chrisiopher Reed 9 9 e L = ;
Peler Colling g 9 TEN BRI 1 e T .
Tan Junk 9 9 1 1 . .
Information on directors

Special Ordinary Options
Director Experience responsibilities shares heid
{avid John Keed Mr Pravid Reed, age 69, is a Fellow Member Chairman 20,604,115 -
OAM FCPA of CPA Australia, and graduated in

accountancy in 1965, He has 40 years
experience in stockbroking including 22 years
based in Kalgoortie. In 1985 he became
chairman of stock-broking firm Eyres Reed
Ltd in Perth until its sale to CIBC World
Markels in 1997, He has extensive public
company experience having sat as chairman
of several listed exploration companies. Mr
Reed has not held any directorship in other
listed companies in the 3 years immediately
before the end of the financial year. He has a
long history in the gold mining industry,
including Chairman of Fund Raising for the
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Clristoplhier John Reed
B Comm
GradCeriMinEcon,
MAusiMM ASA

Peter Lionel Fleury
Collins
BSc(Hons), PED, MAIG

fan Courtney Junk
BEng{Hons)
MAustMM

Ausiralian Prospectors and Miners Hall of
Fame. A Founder and Chairman of the
Diggers and Dealers Forum in Kalgoorlie,
and a past Secretary of the Amalgamated
Prospectors and leascholders Association. He
was appoinled a director and executive
chairman of Reed Resources Lid on 20
December 2041,

Mr Clris Reed, age 33, graduvaied as a
Bachelor of Commerce from the University
of Notre Dame, he  holds a Graduate
Certilicate in Mineral Economics from the
WA School of Mines, 15 Member of the
Australian Iastilute of Mining and Metalurgy
and Associate Member of CPA Australia. He
has fourleen vears experience in the minera
exploration and mining industry. He was
appointed a director of Reed Resources Ltd
on 20 December 2001.

Dr Peier Colling, age 57, graduated as a
Bachelor of Science with honours from the
Universily of Tasmania, where he also gained
his Doctor of Philosophy. He has 27 years
experience as a geologist in Tasmania and
Western Australiz. He has been an economic
geologist  and  lin-tungsien  cormmodity
specialist with the Tasmanian Geological
Survey. He has lectured in geology at Curtin
Universily of Technology since 1987 and has

been widely active in the investigation of

mineral deposits in WA, Dr Collins was
responsible for the planaing and management
of the exploration programme (hat discovered
the Sand George deposit at Comet Vale. He
was appointed a director of Reed Resources
Ltd oa 20 Decernber 2001 |

M fan Junk, age 38, graduated as a Bachelor
of Engineering willy honours from the WA
School of Mines and holds a Frst Class Mine
Managers  Certificate. lan s a  highly
respecled mining engineer with considerable
experience  in  parrow  vein  underground
mining and project development. Ian and his
brother Leigh were choser as  national
finalists in the 2003 st & Young - Young
Entreprencur of the Year for their successful
implementation of  imnovalive  mining
methods at the Miite] nickel mine. fan is a
member of the Aosiralian Instilute of Mining
and Melallurgy, He was appointed a director
of Reed Resources Lid on 1 December 2003 .
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Directors’ shareholdings

The following table sets out each director’s relevant interest in shares, debentures, and rights or options in shares or
debentures of the company or a related body corporate as at the date of this report.

{avid Reed

Christopher Reed 2,230,000 - 1,000,000 1,000,000
Peter Collins T 285,705 500,000 eI
Tan Junk 1,175,000 500,000 5

Remuneration report

The Company’s policy I8 1o remunerale Taily and in line with companies of similar size, operations and in the
same industry. Individual remuneration decisions are made by the board of directors taking into account the
following factors:

*  Fhe responsibility of the role;

*  Experience of the employee;

*  Past performance and Tuture expectations;
*  Industry irends and conditions.

In order Lo retain and attract executives of sufficient calibre to facilitate the efficient and effective management
of the company’s operations, the board of directors secks the advice of external advisers in connection wilh the
struclure of remuneration packages. None of the Company’s remuneration packages are linked direcily to the
Company's profitability or other measure of performance.

The Executive Officers of the Company are employed under Service Agreements which have been in exislence
since April 2002, The Service Agreements are all identical in their contents and only differ in remuneration
levels. The service contracts have a duration of three years and renew aulomatically unless lerminated by either
the Company by giving 1welve months notice to the individual; or by the individoal by giving six monihs
notice to the Company. The level of remumeration is not dependent on the satisfaclion of any performance
condilion.

Non-executive Direclors are remunerated by fees determined by the Board wilhin the aggregate Directors” fee
pool limit of $100,000 approved by sharcholders in April 2002, The pool limit is not at present Tully utilised. In
selting the Tees, account is taken of the responsibilities inherent in the stewardship of the Company and the
demands made of Directors in the discharge of Lheir responsibililies.

Remuneration packages contain the following key elements:

ay  Short-term benefils — salary, superannuatios and non-monetary benefits including the provision a molor
vehicle;

b) Share based payments — share options granted under ihe execulive share option plan as disclosed in nole 5
to Lhe financial staterments.

Key management personnel details

The direciors of Reed Resources Lid during the year were:

L ]

. & &

Pravid Reed
Christopher Reed
Peter Colling

{an Junk

The other key management personnel of Reed Resources LId during the year were:

L ]

L ]

DPavid Potter {manager - geology)
Claudio Sheriff-Zegers (geologist)
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The folowing table discloses the remuneration of the key management personnel of the comp:

David Reed 9,000 - - - 108,006
Christopher Reed 5.2 0000 - - 230,519
Perer Colling 2700 32,700
Fatt Junk o 2700 32,700
David Poer R EN U - 3,237 123,987
Claudio Sherifi- 3L - w869 L . - - -

Zepers® 34,744
Tonal 441,032 - - 42,618 - - 8,000 - - 563,650

= Appointed January 2006

9.360 L - - - - 1E:

David Reed e MO0 - T

Christopher Reed - 124,807 - 15,096 1 - - 72,587 - - 222368
Peter Colling CUA7,254 - 2700 ) - 36,294 ; ; 76,248
Fans Junk LB0.000 - - . 2700 e - 36,294 - - 68,994
David Potier 78,750 - - 7087 - - 18,147 - - 103,984
Total 374,811 - 9,778 37,043 - - 163,322 - - 584,954

Value of options issued fo directors and executives

The foHowing table discloses the value of options sranled, exercised or lapsed during the v

Christopher Reed EIALEY - - BELOEE B0.000 34.7

Value of options - basis of calculation
The total value of oplions included in remuneration for the year is calculaled in accordance wilh Accounting
Standard AASD 2 “Share Based Payment. This requires the following:

* the value of the options is delermined at grant dale, and are incloded in remuneration on a
proportionate basis from grast date to vesting date. Where the options mmediately vest the full
value of the option 18 recognised in remuneration in the current year.

+ all oplions vest at the dale of issue. I'n accordance with Accounting Standards AASB 124, the tolal
fair value of the options at grant date is included in remuneralion for the financial year.
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Dhrectors’ coport

Proceedings on behalf of the company

No person has applied for leave of Court o bring proceedings on behalf of the Company or inlervene in any
proceedings to which the Company is & parly for the purpose ol Laking responsibilily on behalf of the Company for
all or pari of those proceedings. The Company was not a party to any such proceedings during the year.

Non-audit services
The directors are satisfied thal the provision of non-audit services, during the year, by the auditor {or by another
persen or firm on lhe auditor’s behalfy is compatible with the general standard of independence for audiiors
imposed by the Corporations Act 2001,
The directors’ are salisfied that the non-audit services provided did not compromise the external audilor’s
independence for the Tollowing reasons:
*  all non-audit services are reviewed and approved by the directors’ prior (0 commencernent 10 ensure they
do not adversely aflect the integrily and objectivity of the audilor; and
* the nawre of the services provided do not compromise the general principles relating to auditor
independence as sel out in the Instituie of Chartered Accountanis in Australia and CPA Australia’s
Professional Stalement Fi: Professional Independence.
Details of amounts paid or payable Lo the auditor for non-audit services provided during the year by the auditor are
outlined in note & 10 the financial statemenis.

Auditor’s independence declaration

The auditor’s independence declaration is included on page 23 of the financial report.

Signed in accordance with a resolution of the directors made pursuant to §.298(2) of the Corporations Act 2001.

On behall of the BYireclors
S
/A
RELs

Christopher Reed
Director
Perth, 12 September 2006
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Deloitte Touchse Tohroaksy
AN 744580 127 050

Woodside Paza

Laval 14

240 5t Georges Terrace
Perth WA 8000

GO Box A48

Parth YA BRAET Ausiraiia

DX 208

Tel #8108 Q365 7000
Fax: +81 {0} & 9383 7001
e Geicille com. it

Board of Dhrectors
Reed Resources Limited
7 Outram Street

West Perth WA 6000

12 Seprember 2006

[Jear Board Members
Heed Hesoureos Lbnited

i secordance with section 307C of the Corporations Act 2001, 1 am pleased to provide the

following declaration of independence o the directors of Reed Resources Limited,

As lead qudit partner for the awdil of e consolidated finencial slatements of Reed Resources
Limited for the Gnancial vear ended 30 June 2006, [ declare that to the best of my knowledye and
belief, there hove been no contraventions ofd

P

{1} the suditor independence requirenents of the Corporations Act 2001 in relation o
the avdit and

{11} any applicable code of professional conduct in relation to the audii

Yours sincerely

(S T
giﬁéé%‘“éﬁi;’i. fesaing f&?mm:zf%
DELOITTE TOUCHE TOMMA TS

vnhier of
fentin: Tosoi Tohratse

B

e

Liabilty Hovdied hy o schisme spovoved urder Profo




Deisite Touche Tohmatsu
ARR TAAD0 13 08D

Vifnodside Plara

Lavel 14

240 St Gporges Terace
Parh WA 8000

GO Box A4l

Parth Wi GAAT fAusiralia

2 208

Tait HHT (0] & U365 7000
Faw: <81 (0) 8 9385 7001
whwvy el gitle, com. gy

Scope
The financial report and directors’ responsibilivy

The financial report comprises the balance sheet, income statement, cash How statement, siaterneni of
changes n equity, a summary of significant accounting policies and other exnldnat@r\f notes and the
Birectors” declaration for both Reed Resources (the company) and the consolidated entity, for the
firancial vear ended 30 June 2006 as sef out on pages 26 1o %6, The a,-onssondatc,d entity comprises the

company and the entities 5t controlled at the vear's end or from fime to tme during the financial vear.

The directors of the company are responsible for the preparation and true and fair presentation of the
financial report in accordance with Accounting Srandands in Australia and the Corporations Act 2001,
This includes responsibility for the maintenance of adequate financial records and internal controls
that are designed to rrw‘mi and detect fraud and error, and for the accounting policies and accourtg
estimates inherent in the fimancial report,

Auwdit approach

We have conducied an independent audit of the financial report in order e express an opinion on it o
the members of the company. Cur andit has been conducted in accordance with Australian Anditing
Standards w0 provide reasonable assurance whether the financial repart icx free of material
misstatement.  The nature of an audit is influenced by factors such as the use of professional
Judgement, selective testing, the inherent lmitations of internal conirols, and m(, availability of
persuasive rather than conclusive evidence. Thercfore, an audit cannut wiaraniee that all material
missiaternents have been detected.

We performed procedures to form an opinion whether, in all material respecis, the fnancial report is
presented fairly i accordance with Accousting Standards in Australia and the (“‘t'vrpf)ratiozzs Act 2031
50 as o present a wview which s consistent with our understanding of the company’s and the
consolidated entity’s financial position, and pgrfommma as represented by the results of their
operafions, their changes in equity and their cash flows,

Crir procedures included examination, on a test basis, of evidence supporting the amounts and other
disclosures in the financial report, and the svaluation of accouniing polivies and significant accounting
estirnates made by the directors.

While we considered the effectiveness of management™s internal controls over financial reporting
when determining the nature and extent of our procedures, our audit was not desigmed o provide

assurance o internal controls.

sed 1 this report has been formed on the above basis.,

The audit opinion expre:

Aderilaer ot
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Aundit Opinion

in our oprnion, the financial report of Reed Resources Limited is in accordance with the Corporations
Act 2001, including:

{(n)  giving a true and fair view of the company’s and conselidated entity™s financial posirion as at 30
Fune 2006 and of ther performanes for the vear ended on that date; and

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

gf/{ ,{jf —/'_:;;{- g . f/ ----- '?""”"w?f wf ¢
LR TS Fowarami-ged

DELOTTTE TOUCHE TOIMATSU

i

Z AR 4
e - A &
wﬁ@ B nrialy

AT Richards

Partner

Chartered Accouniants
Perth, 12 September 2006
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Dhirectors” declaration

Directors’ declaration

The direclors declare thal:

(ay in the directors’ opinion, there are reasonable grounds to believe that the company will be able 10 pay ifs
debis as and when they become due and payable;

(by in the directors’ opinion, the aitached lnencial statements and noles therelo are in accordance with the
Corporations Act 2001, including compliance with accounting standards and giving 2 true and Tair view of
the financial position and performance of the consolidated enlity; and

(¢} the direclors have been given Lthe declarations required by $.295A of the Corporalions Act 2001

Signed in accordance with a resolution of the directors made pursuant to §.295(5) of the Corporations Act 2001.
On behall of the Directors

i/

A

Reeds
Christopher Reed

Director

Perth, 12 September 2006
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Income statement for the
financial year ended 30 June 2006

Revenue

Cost of sales

Gross profit

Other income
Employment expenses
Occupancy expenses
Administration expenses
Finance cosls
Impairment of non-current assels
Other expenses

Loss before income tax
Income tax benefit

Loss for the period

Earnings per share:
Basic (cents per share)
Difuled (cents per share)

Reed Resources Lid

Ficorne statement

Notes [0 the financial statemenis are included on pages 31 to 56,
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Consolidated Company
..... 2006 .. ... 2005 .. 2006 .. .. 20065
Note $ _ $ $ _ $
2 257348 - - 257,348
(51,872) - (51,872)
205476 - 205,476 -
2 71631 105,441 L7163t 105,441
617,575y - (AB1,374) {617,575y . (481,374)
U(88,590) ¢ (73,927) 88,590y T (73.927)
(819,028) ¢ (369,066) CB19.08) (369,066
el (5,116} _ (5.116)
(115,735) - (102,632) - -
(166,308) (167,263} (166,308)  (149,108)
2 (1,530,129) " (991,305) (1,517,026 -~ (973,150)
3 543,947 335405 424,367 329.927
(086,182)  (655.900) (1,092,659)  (643,223)
15 (1.06)
15 (1.06)




Balance sheet as at 30 June 2006

Current assets

Clash and cash eguivalents
Trade and other receivables
Teotal current assets
Nen-current assets
Exploration & development
expenditure

Crher financial assets
Property, plant and equipment
Deferred tax assets

Tetal non-current assets
Tatal assets

Current liabilities

Trade and other payables
Total current liabilities
Total liabilities

Net assets

Equity

Issued capital

Accumulated losses

Employee equity-settied benefits

reserve
Tetal equity

10

i

i2
14

i3

Reed Resources Lid
Balance Sheot

Consolidated Company

2008 . 2008 - 2006 - . 2005

B S S s
1612963 . 2,353.606 TLGI2,963 L 2,353,606
142,800 39,331 1,240,365 479,946
1,755,763 2.392.937 2,853,328 2.833.552
10,406,794 8,813,990 8730785 7,781,608
T ; C621,578 - 625,317
T 271,057 332,826 271,057 332,826
1,462,966 919019 1,333,752 900 387
12.140.817 _ 10.065,835 10,.657.172 9,649,198
13,806,580 12.458.772 13,800,500 12,482.750
"""" 217.867 96,377 217867 99,957
217 867 96,377 217,867 99,957
217 867 96,377 217,867 99,957
13,678,713 12.362.305 13,592,633 12,332,793
16,203,679 . 13,081,179 16203679 13,981,179
T2623,113) L (1636931 (2,709,193) . (1,616,533)
""""" 93147 18,147 98147 18,147
13678713 12.362.3905 13,592,633 12,332,793

Notes Lo the lnancial statements are included on pages 31 to 56.
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Statement of chanpes 10 cquity

Statement of changes in equity for the

Consolidated

Balance at 1/7/64

Laoss for the peried

Total recognised income & expense for the
period

Recognition of share based payracnts

Fssue of share capital

Share Jsste costs

Balance at My6/05

Balance at 1/7/05

Laoss for the peried

Total recognised ineome & expense for the
period

Recognition of share based payracnts

Issue of share capital

Share Issme costs

Balance at My6/06

N
Company

Balance at 1/7/64

Lass for the periad

Total recognised income & expense for the
period

Recognition of share based payracnts

Issue of share capital

Share Issme costs

Balance at My6/05

Balance at 1/7/65
Laoss for the period

Toral recognised income & expense for the
period

Recognition of share based payracnts
Issue of share capital
Share Issme costs

Balance at My6/06

Employee equity-
setfled henefits

Total attributable
to eqaity holders of

Accurmated losses .

reserve ihe entity
$ _ b $
- Lt LR
:'-...{655,9(]{}) R (135,000

- - TSR o Bosom)

] E8 347 . £ REY
'.2,{}_8__{}7(]_{;[3___.. : 2,080,000
.'--."(104,0{50} (T134,000)
3081179 £5, 447 (LG30838) - 12,362,345
i:i,f)s_i,i’ff).._ EREY .{I.,ﬁ%_,_‘,_ﬁ_l_}__ . 12,362,395
L .'--...{586,182) (986,152)

COERA8ZY o T (U6.182)
- - #60,0003 SR A00,0003
“2.285,000 . 3,285,000
.'..._."('52%5{;[)} ..... L {62,500
EIO0AETE 0%, 147 AR 13,578,713
Emplovee egquity- Fotal atiributable {0
e besned seltied hesefits . : - equity helders of the
R cupital - TERUIVE “Aecomulated fosses enlify

3 $ _ b $
12005178 . - '..(‘J_"Jf?!«_,?_%_il_')__ - ALU3LE6R
L .'gﬁ;sgsgﬁ) (643,225

- - Cedam) £643,223)

E8 347 . £ REY

':2,{}_&_07(_}{;9___": - 2,060,000
.'._."(104’(3{;[3} ..... U {113,000
3081179 £5, 447 (LOI0S34) - 12,382,792
i3,98_1,1‘f9.._ LR {1,616,“3141 12,382,742
L (1,092,659 (1,002,658
- - (LU92,655) - el e (LODZ S

B0,0003 #60,0603

':22?5_530{}_[3_ L 2,785,000
.'--.-...('62%5{5[)} (62,500}
IS I Bg, 147 [ERGER Y 13,592,633

Notes [0 the financial statemenis are included on pages 31 to 56,
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Cash flow statement
for the financial year ended 30 June 2006

Reed Resources Lid

Cash Bow statement

_ Consolidated Company
L 2006 . 2005 L2006 2005
Note $ $ $ $

Cash flows frem operating activities TR SRR TR

Receipts {Tom castomers 257,348 - .: --..257,348 . -
Payments o suppliers and employees : '...'{1,5{}3,025) D (RR421Th < {1,503,815) {866.062)
Interest received T 70,332 99,730 70,132 99,730
Interest and other costs of finance psid - a2y - {1,292)
Net cash used in operating activities 23 (1,175,535} {785,779} (1,173,535 (767.624)
Cash flows frem investing activities R ORISR

Exploration and development costs paid '.( i ,’}'_6?,{3'_32}__" {743,040 (L,110,698) - (584.323)
Amounts advanced to related parties "':~  - CT{656,934) - (176.872)
Payment for property, plant and equipment - (19,976) T (84.548) - {i 9.976) - (84.54%)
Proceeds from sale of property, plant and R ..._"_ﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁ' -

equipment - 1,000 - 1,006
Net cash used in investing activities (1,787.608)  (826,588) (LIRT608)  (844.743)
Cash flows frem financing activities R e R

Proceeds from issues of shares 2,285,000 2,080,000 2,285,000, 2,080,000
Payment for share issue costs (62,5(]0) _.: £104,000) - {62,5{}{}) . {104,000
Repayment of borrowings - {13,713} - {13,713}
Net cash provided by financing activities 2,222,500 1,962,287 2222500 1,962,287
Net decrease in cash and cash equivalents - (740,643) - 349,920 = {743,643y, 349920
Cash and cash equivalents at the beginning of the T R,

financial year 2,353,606 2,003,686 2,353,606 2,003,686
Cash and cash equivalents at the end of 23 AR L

the financial year 1,612,663 2,353,606 1,612,963 2,353,606

Notes Lo the lnancial statements are included on pages 31 to 56.
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Notes to the inancial statements

Notes to the financial statements
for the financial year ended 30 June 2006

Note Contents

1 Summary of accounting policies

2 Loss from operalions

3 Income laxes

4 Key management personnel compensalion

5 Executive share option plan

6 Remuneration of auditors

7 Current trade and other receivables

8 Other current financial assels

9 Property, plant and equipment

10 Other intangible assets

11 Current trade and other payables

12 Fssued capital

13 Reserves

14 Accumulated losses

15 Earnings per share

16 Commitments for expendilure

17 Leases

18 Joinldy controlled operations and assets

19 Subsidiaries

20 Segment information

21 Related party disclosures

22 Subsequent events

23 Notes 1o the cash ow stalemeni

24 Financial instruments

25 Impacts of ihe adoption of Auosiralian
equivalents to Intersational Financial
Reporting Standards

26 Additional company information
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Notes to the fmancial statements

Summary of accounting policies

Statement of compliance

The financial report is a general purpose financial report which has been prepared in accordance with the
Corporations Acl 2001, Accounting Standards and Inlerpretations, and complies with other requirements of
the faw. Accounting Standards include Australian equivalents o Inlernationai Financial Reporting
Standards ("A-IFRS™). Compliance with the A-IFRS ensures that the consolidated financial statements and
notes of the consolidated entity comply with Inlernational Financial Reporting Standards (IFRS™). The
parenl entily financial stalements and notes also comply with IFRS except Tor the disclosure requirements
in TAS 32 ‘Financial Instruments: Disclosure and Presentation” as the Auvstralian equivalent Accounting
Standard, AASB 132 ‘Financial Instruments: Disclosure and Presestation’ does not require such
disclosures o be presented by the parent entily where its separate [nancial statements are presented
together with the consolidated financial statements of the consolidated enlity.

The linancial stalements were authorised Tor issue by the direclors on 12 Seplember 2006.

Basis of preparation

The finrancial report has been prepared on the basis of historical cost. Cost is based on the fair values of the
consideration given in exchange for assets.

In the application of A-TFRS management is required to make judgments, estimates and assumptions about
cartying values of assets and Habilities that are not readily apparvent from other sources. The estimales and
associated assumplions are based on historical experience and various other factors that are believed to be
reasonable under the circumstance, the resulls of which form the basis of making the judgments. Actual
resulls may dilfer from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing bagis. Revisions o accounting
eslimaies are recognised in e period i which the estimale 18 revised i the revision affecls only that
peried, or in the period of the revision and [uture periods i the revision afTects both current and fulure
periods.

Judgments made by management in the application of A-IFRS that have signilicant effects on the financial
staterments and estimates wilh a significant risk of material adiustments in the next year are disclosed,
where applicable, in the relevant notes (o the linancial statements.

Accounting policies are selected and applied in a manner which ensures that the resulling [inancial
information salisfies the concepts of relevance and reliability, thereby ensuring that (he substance of the
underlying transaclions or other events is reporied.

The consolidated enlity changed its accouniing policies on | July 2005 0 comply with A-IFRS. The
ransition o A-IFRS 18 accounied for in accordance with Accounting Standard AASB 1 ‘First-time
Adoption of Australian Bquivalents to International Financial Reporting Standards’, with 1 July 2004 a8 the
date of transiion. An explanation of how the transition from superseded policies 1o A-IFRS has aflecled
the company’s and consolidaled enlity’s financial position, (nancial performance and cash flows is
discussed in note 24,

The directors have also elected under $.334(5) of the Corporations Act 2001 to apply Accounting Standards
AASB 115 ‘Employee Benefits’ (December 2004) and AASB 2004-3 "Amendments to Auslralian
Accounting Standards’, even though these Standards are nol required (0 be applied until annual reporting
periads beginning on or after ¥ July 2006,

The accounting policies set out below have been applied in preparing the [inancial statements for the year
ended 30 June 2006, the comparative information presented in these financial statements for the year ended
30 Fune 2005, and in the preparation of the opening A-IFRS balance sheel at 1 July 2004 (as disclosed in
note 25), the consolidated entity’s date of wansilion, excepl for the accounting policies in respect of
financial instrumenis.
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Notes to the inancial statements

Summary of accounting policies (cont’d)

The following significant accounting polceies have been adopled in the preparation and presentation of the
lmancial report:

()

{b)

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, cash in banks and investiments in money market
mstruments.

Employee benefits

A Hability is recognised for beaefits accruing to employees in respect of wages and salaries, annual
leave, long service leave, and sick leave when it is probable that settiement will be required and they
are capable of being measured reliably.

Liabilities recognised in respect of employee benelils expected 1o be settded wilhin 12 months, are
measured at their nominal values vsing the remuneration rale expected o apply at the time of
settlement.

Liabilities recognised in respect of employee benefits which are not expected 10 be settled within 12
months are measured as (he present value of the esiimaled [uture cash outliows (0 be made by the
consolidaled entity in respect of services provided by employees up to reporting date.

Financial instruments issued by the company

Debt and equity instrurmnents

Debt and equity instruments are classified as either liabilities or as equily in accordance with the
subslance of the contractual arrangement.

Transaction costs on the issue of equily instrumernts

Transaction costs arising on the issue of equily mstruments are recognised direcdy in equity as a
reduction of the proceeds of the equity instruments o which the costs relate. Transaction costs are
the cosis thal are incurred directly in connection with the issue of those eguily instruments and
which would not have been ineurved had those instruments ool been issued.

interest and dividends

Interest and dividends are classified as expenses or as distributions of profit consisient with the
balance sheet classification of the related debt or equity instruments or component parls of
compound instruments.

Goods and services lax
Revenues, expenses and assels are recognised net of the amount of goods and services lax (GST),
except:

i where the amount of GST incurred is not recoverable [rom the laxation authority, i is
recognised as parl of the cost of acquisilion of an assel or a8 part of an ilem of expense; or
H. for receivables and payables which are recognised inclusive of GST.

The nei amount of GST recoverable from, or payable Lo, the taxation authority is included as part of
receivables or payables.

Cash flows are included in the cash flow statermnent on a gross basis. The GST component of cash
fMows ariging [rom investing and (inancing activities which is recoverable from, or payable 1o, the
taxation authority is classified as operaling cash flows,

Impairment of assets

AL each reporting date, the consolidated enlity reviews the carrying amounts of its langible and
intangible assets o delermine whether there is any indication thal those assels have suffered an
impairment loss. IT any such indication exists, the recoverable amount of the assel is esiimated in
order 10 determine the extent of the impairment loss (il any). Where the asset does nof generate cash
fNows hat are independent from other assets, the consohidated entity estimates Lhe recoverable
amount of the cash-generating unit to which the asset belongs.

Recoverable amount is e higher of [air value less costs o sell and value in use. In assessing value
in use, the estimated fulure cash flows are discounted to their present value using a pre-lax discount
rate that reflects current markel assessments of the time value of money and the risks specific to the
asset for which the estimates of future cash flows have not been adjusted.
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Notes to the fmancial statements

Summary of accounting policies (cont’d)

()

If the recoverable amount of an asset (or cash-generaling unit) is estimated to be less than its
cartying amount, the carrying amount of the asset {cash-generating unit) is reduced 1o itg
recoverable amount. An impairment [0ss 18 recognised in profit or loss immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating
unil} is increased Lo the revised estimate of its recoverable amount, but only to the extent thal the
increased carrying amount does nol exceed the carrying amouni that would have been determined
had no impairment loss been recognised for the asset {(cash-generaling unit) in prior years. A
reversal of an Impairment loss is recognised in profit or loss immediately.

fncome fax

Cutrent tax

Current 1ax is calculated by reference o the amount of income taxes payable or recoverable in
respect of the taxable profil or tax loss Tor the period. It is caleulated using tax rales and tag laws
thal have been enacted or substantively enacted by reporting date. Carrent tax for current and prior
periods is recognised as a liability (or asset) 10 the extent that it is unpaid {or relundable).

Deterred tax

Deferred tax is accounted for using the comprehensive balance sheel liability method in respect of
emporary differences arising from differences belween the carrying amount of assets and liabilities
in the financial statements and the corresponding lax base of those items.

In principle, delerred (ax liabiliies are recognised for all taxable wemporary differences. Deferred
tax assels are recognised o the extent that it is probable that sufficient 1axable amounts will be
available against which deductible temporary differences or unused tax losses and 1ax offsels can be
ulilised. However, deferred 1ax assets and liabiites are not recognised if the lemporary differences
giving rise 1o them arise from the initial recognition of assets and liabilities (other than as a result of
a business combination) which alfects neilher 1axable income nor accounting profit. Furthermore, a
deferred tax liability 18 nol recognised in relation to taxable lemporary differences avising from
goodwill.

Deferred tax Habilifies are recognised for laxable temporary differences arising on invesiments in
subsidiaries, branches, associales and joinl venlures except where the consolidaied entily is able 1o
control the reversal of the lemporary differences and it i8 probable that the temporary differences
will not reverse in lhe foresecable future. Deferred 1ax assets arvising (rom deductible temporary
differences associated wilh these invesiments and interesis are only recognised (o the extent that il is
probable that there will be sufficienl laxable profiis against which (o ulilise the benefils of the
emporary differences and they are expected to reverse in the [oreseeable [uture.

Deferred lax asseis and liabilities are measured al the tax rates that are expected o apply to the
periad(s) when the asset and liabilily giving rise 10 them are realised or settled, based on tax rates
{and 1ax laws) that have been enacted or substantively enacted by reporting date. The measurement
of deferred 1ax liabililies and assets reflects the tax consequences that would folow from (he manner
in which the consolidaled enlity expects, at the reporting date, to recover or sellle the carrying
amount of its assets and liabilities.

Deferred tax assets and labilities are offset when (hey relale (0 income taxes levied by the same
taxation authority and the companyfeonsolidated entily intends to settle its current lax assets and
lizbilities on a net basis.

Current and deferred tax for the period

Current and deferred tax is recognised as an expense or income in the income slalement, except
when it relales to itlems credited or debited directly (o equity, in which case the deferred (ax is also
recognised directly in eguily, or where i arises from the initial accounting lor a business
combination, in which case it is taken inlo account in the determination of goodwill or excess.

Tax consolidation

The company and all its wholly-owned Australian resident entities are part of a lax-consolidated
group under Australian laxation law. Reed Resources Lid is the head entily in the tax-consolidaled
group.

Entities within the lax consoldated group have enlered into a tax-sharing agreement wilh the head
entity. Under the terms of this agreement, Reed Resources Lid and each of the entilies in the
consoldated group will agree 10 pay a tax equivalent payment to or from the head entity, based on
the adiusted accounting profil or foss.
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Notes to the inancial statements

1. Summary of accounting policies (cont’d)

e}

(h)

(i)

Exploration and evaluation expenditure

Exploration and evaluation expenditures in relation to separate areas of interest are capitalised in the
year in which they are incurred and are carried at cost less accumulated impairment losses where the
following conditions are satislied:

1} the rights to lenure of the area of interest are current; and

it} al feast one of the following conditions i$ also met:
the exploration and evalualion expendilures are expected t© be reécouped through
successiul development and exploration of the area of interesl, or allernatively, by ils sale:
or
exploration and evaluation activilies in the area of interest have nol at the reporting date
reached a stage which permils a reasonable assessmenl of the existence or otherwise of
econcmically recoverable reserves, and aclive and significant operations in, or in relation
to, the area ol inferest are continuing.

Capitalised exploration costs are reviewed cach reporting date to fest whether an indication of
impairment exists.  IF any such indication exists, the recoverable amount of the capilalised
exploration costs is estimated to determine the extent of the impairment loss (il any). Where an
impairment 10ss subsequently reverses, the carrying amount of the asset 18 inCreased o the revised
estimate of its recoverable amount, but only (o the exient that the increased carrying amouni does
nol exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset in previous years.

Where a decision is made o proceed with development, accumulated expenditure is tested for
impairment and transferved o capitalised development and then amortised over the life of ihe
reserves associated with the area of interest once mining operalions have commenced.

Development expendiiure

Development expendilure 18 recognised al cost less any impairment losses. Where commercial
production in an area of interest has commenced, the associaled costs are amortised over Lhe life of
the reserves associated wiih the area of inlerest.

Payables

Trade payables and other accounts payable are recognised when the consolidated entily

becomes obliged 10 make fulure payments resulting from (he purchase of goods and services.
Principles of consolidation

The consolidated financial statements are prepared by combining he financial statemenis of all the
entilies that comprise e consolidated entity, being the company (the pareat entily) and its
subsidiaries as defined in Accounting Standard AASB 127 “Consolidated and Separate Financial
Statements’. A list of subsidiaries appears in note 19 10 the financial statements. Consislent
accounting policies are employed in the preparation and presenialion of the consolidated financial
slalements.

On acquisition, the assels, liabilities and contingent liabilities of a subsidiary are measured at their
fair values al the date of acquisition. Any excess of (he cost of acquisition over Lhe fair values of the
identifiable nel assets acquired is recognised as goodwill. IT, afler reassessment, Lhe fair values of
the identifiable net assets acquired exceeds the cosl of acquisifion, the excess is credifed (o profil
and loss in the peried ol acquisilion.

The consolidated (inancial staterments include the information and resulls of each subsidiary from
the date on which the company oltains control and unti such time as the company ceases (0 control
such entity.

In preparing the consolidated financial slalemenis, all inter-company balances and fransactions, and
unrcalised profils arising wiihin the consolidaied entity are eliminated in full.
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Summary of accounting policies (cont’d)

i

Property, plant and equipment

Plant and equipmenl, leasehold improvements and equipment under inance lease are stated al cost
fess accumulated depreciation and impairment. Cosl includes expenditure thal is directly atribulable
Lo the acquisition of the ilem. In the event that settlement of all or part of the purchase consideration
s deferred, cosl is delermined by discounting the amounts payable in the future (o their present
value as al the date of acquisition.

Depreciation is provided on property, plani and equipiment, including frechold buildings but
excluding land. Depreciation is calculated on a straight line basis so as o write off the nel cost or
other re-valued amounl of each asset over its expecled useful Hfe o is estimaled residual value.
Leasehold fmprovemenis are depreciated over the period of the lease or estlimated useful life,
whichever is the shorter, using the straight line method. The estimated useful lives, residual values
and depreciation method is reviewed al the end of each annual reporiling period.

The foowing estimated useful Hves are used in the calculation of depreciation:

. Furniture & Fittings 3-20 years
. Plant and equipment 2-10 years
. Buildings 10-20 years
Provisions

Provisions are recognised when the consolidated enlity has a present obligation, the fulure sacrifice
of economic benefits is probable, and the amount of the provision can be measured reliably.

The amount recognised as a provision is the best estimale of the consideralion required to seltle the
present obligalion al reporling date, taking into account the risks and uncertainties surrounding the
obligation. Where a provision s measured using the cashflows estimated (o settle the present
obligalion, {ts cartying amount 18 the present value of those cashflows.

When some or all of the economic beneflils required to settle a provision are expected to be
recovered Trom a third parly, the receivable s recognised as an asset if il is virtually certain that
recovery will be received and the amount of the receivable can be measured reliably.

Revenue recognition

Sale of gooeds

Revenue from the sale of goods is recognised when the consolidated entily hay iransferred o the
buyer the significant risks and rewards of ownership of the goods.

Dividend and interest revenue

Dividend revenue is recognised on a receivable basis. Interest revenue is recognised on a time
proporiionate basis that takes inlo account the efTective yield on (he financial asset.

Joint veniures

Jointly controlled assets and operations

Interests in jointly coniroHed assels and operalions are reported in the finsncial stalements by
mcluding the consolidated entily’s share of assets employed in the joint ventures, the share of
Habilities incurred in relation o the joint venlures and the share of any expenses incurred in
relation Lo the joint ventures in thelr respective classiffcation categories.

Share-based payments

Equity-seitled share-based payments granted after 7 November 2002 that vest on or after | Janoary
2005, are measured at fair value al the date of grant. Fair value is measured by use of Black Scholes
model,

The fair value determined at the grant date of the equily-settied share-based payments s expensed
on a straight-line basis over the vesiing period, based on the consolidaled entily’s estimate of shares
that will eventually vest.
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Loss from ordinary activities

{a)  Revenue
Revenue from operations consisted of the
following ilems:

Revenue from the sale of goods

Enteresl revenue:
Other

{b) Loss before income fax

loss before income tax has been arrived af after
crediling/ (charging) the following zains and

losses from continuing and discontinued
operalions:

Gainf(lossy on disposal of property, plant
equipment

Reed Resources Lid

Notes to the inancial statements

Consoclidated Company
L2008 . 2005 2006 ... 2005

s S

257,348 -

257,348 . -

64,755 0 104,441 64,755 0 104,441
__6.876 - 6876
328979 104441 328,979 104,441
and oo T .
- 1,000 - 1000
___________ T o0 T

loss before income fax has been arrived af after
charging the following expenses. The line fems
helow combine amounis attributable 10 both

continuing operations and discontinued
operalions:

Finance cosis:
Borrowing costs

Cost of goods sold
Depreciation of non-currenl assets

Employee benefil expense
Share-based payments:

Equily setded share-based payments

Other employee benefits

(5,116) (5.116)
(51872). - ssm) :
(BL745) - (53500) (8L74S5) - (53.500)
CRO000) T (18,147) 80,0000 - (18,147)
(537.575)  (463227)  (S3T.575)  (463227)
(617,575) (481374)  (617.575) (481374)
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Consolidated Company
...... 2006 .. 2005 L 2D0B. 2005
_$ $ $ $

Income taxes T D
{a} [Income tax recognised in profif or foss
Tax income comprises: D
Current tax income 933,183 558,318 505,181
Deferred 1ax expense relating o the R
origination and reversal ol lemporary ST T S
differences {389,236) (222.,913) {312 474) {175,254}
Total tax income 543 947 335,465 424367 329,927
The prima facie ncome lax expense on pre-1ax
accounting profil from operations reconciles Lo
the income lax  expense in the [inancial
statements as follows: e e e
Profit/(loss) from operations £1,530,129) {8991 .305) (1,517,026} {973,150
Income tax income caleudated at 30% 459,039 297,392 455307 201,945
Non-deduciible expenses (108,287) (5.444) {104,356} (5.444)
{nher 193,185 43,457 73,616 43,426

""" 543947 335,405 424367 329,927

The tax rate used in the above reconciliation 1s the corporate tax rate of 30% payable by Australian corporale enlities
on taxable profils under Australian tax law. There has been no change in the corporate tax rale when compared with

the previous reporting period.

Consolidated Company
______ o006 ... 2005 2006 2005
$ § $ $
(b} Deferred tax balances NSRRI T
Deferred tax assets comprise:
Tax losses — revenue 3,112,651 2,375,810

Deferred tax liabilities comprise:

Temporary differences — capitalised R
expenditure 1,570,804 1,581,567

CUL778899 1,466,423
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3. Income taxes (cont’d)

Taxable and deductible lemporary differences arise from the following:

" Gross deferred tax
liabilities:
Capitalised
expenditure 1,581,567 389,237 1,970,804
Gross deferred tax e e
assets: L SR

Tax losses - revenue 2,500,586 933,184 34337770

919,015 543,047 1,462,966

Gross deferred tax
liabilities:
Capitalised
expenditure 1,358,654 222913 1,581,567
Gross deferred tax R T
I~ e e
Tax losses - revenue 1,542 268 558,318 2,500,586
583,614 335,405 G19419

ross deferre
liabilities:
expenditure 14066423 312,474 1,778,897
Gross deferred tax S S T
assets: L e
Tax Iosses - revenne 2,375,810 736,830 3,112,649
909,387 424,365 1,333,752

Gross deferred tax
liabilities:
Capitalised
expenditure 1,291,170 175,253 1,466,423
Gross deferred tax R
assets: e ST
Tax Iosses - revenne 1,870,629 505,181 2315810
579,459 329,928 GOBART

Fax consolidation

Relevance of tax consolidation to the consolidated entity

The company and its wholly-owned Australian resideni entilies have lormed a tax-consolidated group and are
therefore taxed as a single entity. The head entity wilhin the tax-consolidated group 15 Reed Resources Lud. The
members of the tax-consolidated group are identified at note 19,

Entities within the tax-consolhdated group have enlered inio a tax-sharing agreement with the head entity. Under

the terms of this agreement, Reed Resources Limited and each of the entities in the tax consolidated group will
agree o pay 2 tax equivalent payment 10 or from the head entily, based on the adjusted accounting profil or loss.
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Key management personnel compensation

The key managemenl personnel of Reed Resources Litd during Lhe vear were:

¢ David Reed (Executive Chairman)

¢ Christopher Reed (Executive Director and Company Secretary)
+  Peler Collings (Non-executive Director}

# [an Junk (Non-executive Director}

¢ David Potter (Manager — zeology)

*

Claudio ShenifT-Zegers (Geologist)

{ay Key management personnel compensation

Non-execulive Direclors are compensaled by fees determined by the Board wilhin the aggregate Directors’ fee pool
limil of $100,000 approved by sharcholders in April 2002, The pool Hmit is not al present fully vtilised. In selling
the fees, account is taken of the responsibilities inherent in the stewardship of the Company and (he demands made
of Directors in the discharge of their responsibilities. Advice is laken from independent consullancy sources to
ensure remuneration accords with market practice.

The executive directors of the Company are emploved under Service Agreements which have been in existence
since April 2002. The Service Agreements ave all identical in their contents and ondy differ in remuneration levels.
The service conlracts have a duration of three years and renew antomalically unless terminaled by either the
Company by giving twelve months notice 1o the individual; or by the individual by giving six months notice o the
Company. The level of compensalion is not dependent on the satisfaction of any performance condilion.

The key management personnel of the Company are employed under Service Agreements which have been in
exisience since August 2004. The compensalion under the service contraclt i reviewable every 12 months at the
discretion of the Company and it is renewed avtomatically undess lerminated by either the Company by giving three
months nofice to the individual; or by the individual by giving three monils aotice o the Company. The level of
compensation is not dependent on the satisfaction of any performance condition. Share-based payments include
options issued under the executive share oplion plan. The issue of options is not dependent on the satisfaction of
any specific performance condition. The exercise price of the options is sel at a level that demands a high level of
performance if it is to be achieved.

Key management personnel compensation

David Reed L HD000 9,000 - - - - HOB. 000
Christopher Reed 135,407 - 15112 - - 841,000 - - F31518
Peter Collng S AR08 XTEE e, - - - - 33,700
lan Junk 30,000 2,700 - - - 32,700
Pavid Potter 113,750 10,237 - - - 123,987
Claudio Sheriff- L anETs 2860 L4 § - - - -

Zepers® 34,744
Total 441,032 - . 42,618 - - 86,000 - - 563,650

*Appointed January 2006

Pavid Reed 04,000 S - 9360 - - ] - - 113,360
Christopher Reed - 124,807 - R - I 15,086 oo - - 72,587 - - 222368
Poter Colling - R7254 Sl 2700 L - 36,294 - - 76.248
lan Junk L B000 Co 2300 T . 36,204 y y 68.994
Pravid Peiter 78,750 . - 7087 - - 18,147 - - 113984
Total 374811 ] 9,778 37,043 - - 163,322 - - 584,954
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5. Executive share option plan

Reed Resources Lid has an ownership based remuneralion scheme for execulives (including executive divectors). In
accordance with the provisions of the scheme, as approved by sharcholders at an extraordinary general meeling,
oplions were issued during the financial year ended 30 June 2006 (0 exccutives with an exercise price of $8.50
exercisable at any time on or before 1 July 2010. The number of options granted was calculated by the board after
considering the experience of grantee, the current market price and current market practice. Options vest al Lhe daie
of their issue.

As at 30 June 2006 the Company had issued 3,250,000 share options (30 June 2005: 2,250,000}, Share oplions
carry no rights to dividends and no voting rights

The foHowing share-based paymenl arrangements were in exislence during

Issued 3 August 2004 2,000000 - 382004 317122008 - $0.35
Issued 11 January 2005 250,000 117172005 3171272008 - $0.35
Issued 20 July 2005 1,000,000 20/7/2005 /772010 $0.50

The value altribuled to the equity options were calculated using the Black Scholes model based on the following
pul:

Grant date share price 023 $60.22 $0.27 - -
Fxercise price 5035 - $0.35 5050
Expected volatility 0% - 60% A
Option life 4.3 years . 4.5 years S years
Dividend yield TR - SRR
Risk-free interest rate 5.63% 5.63%: 5.34%

The following reconciles the outstanding share options granted under (he executive share option plan at the
heginning and end of the financial year:

2006 2005
‘Numberof . Weighted - Number of ... Weighted
‘- options "~ average ~.options. " average
PR exercise B R exercise
price I ptice
: $ $
Balance at beginning of the financial year 12,250,000 $0.35 e T R

Granted during the financial year as S SRR
compensation 1,000,000 $0.50 2,250,006 $0.35
Balance at end of the financial year 3,250,000 $0.40 2,250,006 $0.35
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6.

Remuneration of auditors
Auditor of the parent entity

{Deloitte Touche Tohrnatsy)

Audil or review of Lhe financial report
Pue diligence report

Taxation services

A-TFRS scoping reporl

Current trade and other receivables
Other receivables

Amounls receivable from wholly owned
subsidiary

Goods and services tax (GSTy recoverable

Other non-current financial assets

Shares in controlled enlities {al cosi)

Consclidated

Reed Resonrces Lid

Notes to the fmancial statements

Company

- 20060 2005

T N 2005

s 3

40175 28,050
138,500 - .

- 4400

- 3

A0075 28050
38,500 :

....... ~ 4’40{)

86,105 32,450

86,105 312,450

Consolidated Company
2008 ... 2005 .. 2008 . 2005
108,137 19540 108,137 19,540
] 1097565 . 440615

34,603 19,791 34,663 19,791
142,800 39,331 1,240,365 479,946

Consolidated Company
L2006 ... 2005 L2008 2005

§ $ $ $

- - 621,578 625,317
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Property, plant and equipment

Gross carrying amount
Bualance at | July 2004
Additions

Balance at 1 July 2005
Additions

Balance st 30 June 2006

Accumuiated depreciation/
amortisation and impairment

Balance at | July 2004
[epreciation expense
Balance at 1 July 2005
Depreciation expense
Balance at 30 June 2006

Net book value
As at 30 June 2003

As at 30 June 2006

Gross carrying amount
Bualance at | July 2004
Additions

Balance at 1 July 2005
Additions

Balance st 30 June 2006

Accumuiated depreciation/
amortisation and impairment

Balance at | July 2004
[epreciation expense
Balance at 1 July 2005
Depreciation expense
Balance st 30 June 2006

Net book value
As at 30 June 20035
As at 30 June 2006

Reed Resources Lid

Notes to the inancial statements

............ 27,900 7657 RIS BeE 391518
- 80,898 3,650 84,548
27900 RESSS T 339,611 476,066
- 19976 - 19,976

27900 108,331 359,611 406,042

- 4034 e 85,464 89,740

1,665 13676 41,159 33,5040

T LRET 14814 . 143,240
1,566 31521 48,658 81,745

1,373 46,331 175,281 224 985

26,093 73,745 232,988 332,826

24,527 62 204} 184,320 271,057

............ 27,900 resT T RE5,961 391518
) 80,898 3,650 84,548

L 27,900 HR.555 R 339,611 476,066
) 19.976 . 19.976

27,900 108,331 359,611 496 042
- 4034 e 85,464 . 89,740

1,665 10.676 41,159 53,500
180 14810 126,623 143,240
1,566 31521 48,658 81,745

3373 46331 175281 224,985

26,093 73,745 232,988 332.826

24527 62,200 184,329 271.057

Page 43 of 58




Reed Resonrces Lid

Notes to the fmancial statements

Consolidated

9. Property, plant and equipment T : S
(cont’d) e 2006 ... . 20065 w2008 2005

Aguaregale depreciation allocated, whether
recognised as an expense or capilaiised as
part of the carrying amount of other assels
during the year:

Buildings 1665 1.665
Furniture & Fittings e 13,676 o 10,676
Plant and eguipmenl 48,638 41,159 48,638 41,159

81,745 53,500 81,745 53,500
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Other intangible assets

Gross carrying amount

Balance at 1 July 2004 Cre 1,423,567

Reed Resources Lid

Notes to the inancial statements

7,844,026 -

.......... . 6‘420459
Additions 340,700 629,264 969,964
Balance at 1 July 2005 1,764,267 7,049,723 8,813,990 -
Additions 325,625 1434786 1,760,411
Balanee at 34 June 2006 2,089,892 8,484,506 10,574,401
Accumulated amortisation and impairment ' ' '
Balance at 1 July 2004 -
Amortisation expense (1) T -
Impairment losses charged to profit - -
Balance at 1 July 2005 R R
Amortisation expense (i) N - a
Impairment losses charged to profit - 115,735
Balance at 3% June 2006 51,872 115,735 167,607
Netbookvalee .o ST Lo T e
As at 30 June 2005 1,764,267 7,648,723 8.813.990
As at 30 June 2006 2,038,020 8,368,774 18,400,794

Gross carrying amount

Balance at 1 July 2004 1,423,417 5,774,071 7,197,488 -
Addiions 335,300 248880 584,180
Balance at 1 July 2005 Te1,758,717 6,022,951 7,781,668 -
Addiions 325,625 777996 1,103,621
Baiance at 38 June 2006 2,084,342 ' 6,800,547 8,8R5,289
Accumulated amortisation and impairment o e
Balance at 1 July 2004 -

Amortisation expense (1) : : -

Impairment losses charged to profit - - -
Balance at 1 July 2005 T ” i i T
Amortisation expense (1) CesgT2 SR s1En2
Impairment losses charged to profit - 162,632 102,632
Balance at 30 June 2006 51,872 102,632 154,504
Netbook value .o DT T ——
As ar 30 June 2005 1,758,717 6,122,951 7,781,668
Asat30 Tune 2006 2032470 6698315 8,730,785

(1) Amorfisation expense is included in the line Hem “cost of sales’.

The recovery of exploration expendilure camded [orward is dependant upon the discovery of
commercially viable mineral and other nalural resource deposiis, their development and exploralion, or

alfernalively their sale.
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11.

12.

13.

14.

Reed Resonrces Lid

Notes to the fmancial statements

Cu!‘l‘ent t!‘ade alld Othel’ payables . 2{)$05 ............. 20$05 o 20;}6 ........ 2ﬁ$05
Trade payables and aceruals 217,867 96377 217.867 99,957
Consolidated Company
e 2008 2005 e 2008 2005

Issued capital LT
80,100,000 fully paid ordinary shares e
(2005: 70,600,000) 16,203,679 13,981,179 16,203,679 13,981,179

Changes Lo the then Corporations Law abolished the authorised capital and par value concepl in relation to share
capital from 1 July 1998, Therefore, the company does not have a limited amount of authorised capital and issued
shares do not have a par value.

2006 2005
No. $ No. $

Fully paid ordinary shares R RIS

Balance at beginning of financial year 70,600,000 13981179 62,000,000 - 12,605,179
Issue of shares for cash ~10,600,000 " 2,250,000 "8,000,000 . 2,080,000
Share issue costs e (62,500 e T (104,000)
Issue of shares under option plan 140,008 35,000 - -
Balance at end of financial year 86,100,006 16,203,679 70,000,000 13,981,179

Fully paid ordinary shares carry one vole per share and carry the right to dividends.

Share options

In accordance with the provisions of the execulive share option plan, as at 30 June 2005, execulives had oplions
over 2,250,000 ordinary shares, in aggregate, wilh 2,250,000 of those oplions expiring 31/12/2008. As a1 30 June
2006, executives have oplions over 3,250,000 ordinary shares (all of which are vested), in aggresate, wilh
2,250,000 of those options expiring on 31/12/2008, and the remainder expiring on 17722014

Share options carry no rights o dividends and no vofing rights. Further details of the execative share option plan
are contained in note 5 1o the financial statements.

Consolidated Company

2006 ... 2005 . o006 ... 2005

Reserves

Employee equity-gettled benefits reserve
Balance al beginning of financial year

18,147 ' 80,000 18,147

Share-based payment (note 5)
Balance at end of financial year 98,147 18,147 GR,147 18,147
Consolidated _ _ Company
..... o006 ... 2005 .. 2008 ... 2005
$ $ _$ $

Accamulated losses S s

Balance at beginuing of financial year '(11,63_6,9;_31_)___"'- (981,031} CU(LBI6S33Y . (973.310)
Net loss atiributable 1o members of the S

parent enlity {986,182) {635,900 {1.002,65%) {643,225
Balance at end of financial year {2,623.11%) (1.636931) {2,709,193) (1,616,333}
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15. Earnings per share

Consolidated
2008
- Cenis per ... 2005
share __Cents per share
Basic earnings per share: {133y (1.06)
Difuted earnings per share: {1.3%) {1.06}

Basic earnings per share
The earnings and weighted average sumber of ordinary sharves used in the caleulation of basic carnings per
share are as follows:

006 . 2005
§ $
Harnings (a) (986,182) (655,900
T og0 2005
No. No
Weighted average number of ordinary shares L
for the purposes of hasic carnings per share 73,903,014 64,504,384

{a) Earnings used in the calculation of total basic earnings per share and basic earnings per share from
continuing operations reconciles o net loss in the income statement.

Dilated earnings per share
The earnings and weighted average number of ordinary shares used in (he calculation of diluted carnings per
share are as follows:

o006 ... 20065
8 $
Harnings (a) {986,182) {655,900}
0006 ... 2005

Weighted average number of ordinary shares for S
the purposes of diluted earnings per share (b), () 77,398,219 64,564,384

{a)  Earnings used in the calculation of (otal diluted earnings per share and diluted earsings per share from

L2006 . 2005
$ $
Net loss {986,182) {655,900}
Earnings used in U caleulation of R
diluted EPS {986,182) {655,900}

(b}  The weighted average number of ordinary shares for the purposes of diluted earnings per share reconciles
Lo the weighted average numnber of ordinary shares used in the caleulation of basic earnings per share as

Tollows:
Consolidated
L2008 ... 2005

No. No.

Weighted average number of ordinary
shares osed in the caleulation of basic S
EPS 73,903,014 64,564,384
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17.
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(¢} The lollowing polential ordinary shares are nol dilutive and are therefore excluded in the weighted
average number of ordinary shares for the purposes of diluled earnings per share:

. 2006 ... 2005

No. No.
Options issued 3 August 2004 ©2,400,000 - 2,400,000
Options issued 11 January 2005 ~150,000 150,600
Options issues 26 July 20035 1,060,600

3,550,600 2,550,000

Commitments for expenditure

{a) Capital expenditure commitments
The consolidated enlity does sol have any capital commitments al reporting date.

[{+}] Lease commitments

Finance lease liabilities and non-cancellable operating lease commitments are disclosed in note 17 1o the
linancial statements.

Leases

Finance leases
Leasing arrangements

The finance lease relates to a motor vehicle with a lease term ol five years. The consolidated entity has an
oplion to purchase the motor vehicle for a nominal amount at the conclusion of the lease agreement.

No fater than 1 year ;1_5_,’3_5_{58._..: - :1_5?3{}8 - .:;4,_6__65 R LY -
Later than 1 year and not later than 5 A S
years 14652 - TGS - 55,078 - sBAT8
Minimum lease payments® 89950 - 89.960 e -
Less future finance charges 11217 - e - - - -

Present value of minimum  lease L )
paymenis 12,943 - 2M3 - 12,43 - Ml

* Minimum foture lease payments includes the aggregate of all lease paymenis and any guaranteed
residual.

Ogperating leases

Leasing arrangements

Operaling leases relale to commercial premises with lease ferms of two years with options o extend for a
further two years. All operating lease contracls contain annual market value review clauses. The
consolidaled entity does not have an option 1o purchase the leased assets at the expiry of the leases.

Consoclidated Company
2008 2005 2006 ... 2605
$ $ $ $
Non-cancellable operating lease payments _ _ _ _
Not longer than 1 year 42,600 85.200 42,600 85.200
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Reed Resources Lid

Reed Resources Lid

Notes to the inancial statements

Jointly controlled operations and assets

Gold production 50 30

The consolidaled entily’s interest in assels employed i the above jointly controlled operalions and assets s
detailed below. The amounts are included in the financial stalements and consolidated financial stalements
under thelr respective asset calegories:

Consolidated
- 2006 ... 2005
s $

Non-current assets Dl
Exploration and development expenditure 3475205 5,078,259
Fotal nen-current asseés 5,475,205 5,078,259
Fotal asseis 5,475,205 5,078,259
Subsidiaries

Parent entity

Reed Resources Lid Austwalfa
Subsidiaries e B . _
Mount Fimnerty Ply Lid Austratia 106 160

These companies are members of a tax consolidated group. Reed
Resources is the head entity of the tax consolidated group.

Segment information

The consolidated enlity is engaged in mineral resource exploration, development and productlion carried
oul in Westlern Australia,
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Notes to the fmancial statements

Related party disclosures

{a} Equity inferests in reiated parties

Equity interests in subsidiaries

Details of the percentage of ordinary shares held in subsidiaries are disclosed in nole 19 1o the financial
statements.

(b}  Key management personnei remuneration

Details of key management personnel remuneration are disclosed in note 4 to the linancial statements.

{c} Key management personnel eqguity holdings
Fully paid ordinary shares of Reed Resources Ltd

David Reed 8,604,115 - 2000000 20,604,115 - -
Christopher Reed “2,180,000 Sl S00000 2,230,000 -
Peter Colling 88105 T . U805 .
Tan Junk T 250,000 ST 0250000 M LTS000 -
David Potter 102,200 - . 7,500 109,700 -

21,422,020 - . 2982500 24,404,520 -

David Reed 19,004,115 - CE00,000) 18,604,115 -
Christopher Reed 2,243,180 S L (BRIR0Y 2,180,000 - -
Peter Collins O : . . . RSII05 .
fan Junk __ - S e L 250,000 250,000 :
David Potter - - - 102,200 102,200 -

21,533,000 - - 110980) 21422020 -

Executive share options of Reed RBesources Lid

Christopher Reed  £000,000 . LO0G000 ZOO0O00 2008000, 2000000 14063000

Peter Colins f LBG0,000 - . SHO000 SHL000 SOBO00 .

ian Junk 500,000, Sl SO0000 TS00,000 SO0000 LT

Pravid Potter 230,000 - - 250000 254,000 250000 - -
2,250,000 1LO00L000 - 3250000 3250000 3,250,000 N 1 406,000

Christopher Reed 1,000,000 S LOGBOOG  L000000.  LO0DOOD - 106,000
Peter Colling 500,000 . S I SO0000 500,000 - S00000 . SEELDO0
Ian Junk _:_'_'_St}{},{}__i}_ﬂ. . . UL spopno ':__'_5_{}8,00{} ) SO0 R S00.000
Pravid Potter 250,000 - - 2560000 25{5,00{) 250000 256,000

2,280,080 - - 2250000 2,25{5,00{) 2,250,000 N 2,250,000

All share oplions issued during the financial year were made in accordance with the provisions of the executive
share option plan.

Further details of the executive share oplion plan and of share options granted during the financial year is
contained in notes 4 and 5 (o the financial stalemenis.

Page 50 of 58




21.

22,

Reed Resources Lid

Notes to the inancial statements

Related party disclosures (cont’d)

Consolidated
L2006 . 2005

$ $

(d) ©Other trapsactions with key management personnel P
The profil from operations inclodes the following ifems of revenue and
expense that resuiled from ransactions other than compensation, loans or
equily holdings, with key managemenl personnel or their related parties: S
Service fees ©LUA0,406 0 26,879

Renl 85,200 85,200
Royalties 5,032 -
Total recognised as expenses 130,638 112079

(¢}  Transactions with other related pariies

Other related parties include:

* the parent enlify;

e entities with joint controd or significant influence over the consolidaled entity;

* ass0ociates;

e ioint venlures in which the entily is a venlurer;

*  subsidiaries;

*  key management personnel of Reed Resources Lid

¢ former key management personnel; and

*  other related parties.

TFransactions involving the parent enfify

The directors elecied for wholly-owned Australian entities within the group 10 be laxed as a single entity from |
July 2003,

The parent entily has loaned funds o its subsidiary. The loan tolaled 31,097,565 at 30 June 2006 (3440,615 ar 30
June 2005)

There were no olher tansactions thal occurred during the [nancial year between entities in the wholly owned
group.

Transactions involving other reiated parties

Reed Resources Lid has entered into arrangements with Trucking Nominees Ply Lid, a company associated with Mr
D Reed, for the provision of offices and office equipment in Wesl Perth and Kalgoordie at cost plus 5%, The iota
amount for the vear was $125,6006 (2005: $112,07%9).

Mr P Collins provides geological consulting services to the Company. The total smount for the vear was 516,524
(2005: §7,254).

Reed Resources Ltd has a royalty agreement with MTAB Pry Lid which is a company controlled by David Reed
and Christopher Reed.

The above amounts were made for services rendered in the ordinary course of business and on sormal commercial
terms and condilions.

(fy Controlling eniities

The parent eatily in the group is Reed Resources Lid a company incorporated in Australia.

Subsequent events

There has not been any matter or circumsiance, other than thal referred 10 elsewhere in the lnancial stalements or
noles thereto, that has arisen since the end of the financial year, that has significantly affected, or may signiltcantly
affect, the operations of the consolidated entity, the resulls of those operations, or the state of alTairs of the
consolidaled entity in fulure financial years.
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Notes to the fmancial statements

Consoclidated Company

. 006 ... 2005 L2006 ... 2005

23. Notes to the cash flow statement

{a} Reconciliation of cash and cash

eguivalents

For the purposes of the cash Tlow
stalement, cash  and  cash equivalents
includes cash on hand and in banks and
investments in money markel insiruments,
net of outstanding bank overdrafts. Cash
and cash equivalents at the end of the
financial year as shown in e cash flow
stalement 1§ reconciled to the related ilems
in the balance sheet as [ollows:

Cash and cash equivalents 1,612,063 2,353,606 1,612,063 2,353,006

{b} Cash balances not available for use
Cash restrictions exist on $64,707 of the cash balance as al 30 June 2006. The cash restrictions relates (o
uncondilional performance bonds issued by Nalional Australia Bank in favour of the Minister of State
Development. A term deposit of $04,707 has been resiricted in iS use 1o ensure it serves as a guaraniee.
Consolidated Company

L o006 ... 2005 L OD0E . 2005

{c)  Receanciliation of loss for the
period to net cash flows from
operafing activities e T
Loss for the period U(986,182) 1 (655,900) (1,092,659) - (643,223)
(Gain)loss on sale or disposal of > e L

non-currenl assels {1,000} L e {1,000}
Depreciation of non-current assets 53,500 B1745 53,500
Amortisation of non-current assets - L ALgT2 -
Fquily settled share-based payment : _ 18,147 : 80,000 - 18,147
Impairment of non-current assels : 115,735 - o 102,632 -
Tncreasef{decrease) in deferred lax e . S
balances (S43,947) . (335.405) CU(424367) - (329.927)
(Increasc)ydecrease in assels: e ERRTIRIER

Current receivables L (124,704) 38,502 (124,704 38,502
Increase/(decrease) in Habilities: STV Sl

Current payables 146207 96,377 146,207 96,377
Other non-cash expenses 3,739 - 3,735 -
Net cash from operating activities {1,175,53%) {785,779} {(1,175,535) ' {767.,624)
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Notes to the inancial statements

24. Financial instruments

{8} Financial risk management objectives
The consolidaled entity does nol enler into or trade financial instruments, including derivative financial instruments,
Tor speculative purposes.

{b} Significant accounting policies

Details of the significant accounting poleies and methods adopted, including the criteria for recognilion, the basis
of measurement and the basis on which income and expenses are recognised, In respect of each class of financial
asset, financial liabiity and equily insirument are disclosed in note 1 to the financial stalements.

Maturity profile of financial instruments
The foHowing table details the consolidated enlity’s exposure to interest rate risk as at 30 June 2006:

Financial assets: . . _ _ T S .
Cash and cash equivalents L d e - 1,612,960 - - 3 1,612,963
Trade and other receivables - o - - - 142,800 142,800

- 1.612.968 - - 142,803  1.,755764

Financial liabitities: S T
‘Frade payables P - - - - 27867 217,867

The foHowing table details the consolidated enlity’s exposure to interest rate risk as at 30 June 2005:

Financial assets: : . . ! :
Cash and cash equivalents - 2,353,603 ST 3 12,353,606 -

Trade and other recetvables o e - - - 39331 39,331
. - 2,353,603 - - 39334 2,392,937
Financial liabilites: . 7 o
Trade payables - - - - - 96,377 96,377
{c} Credit risk management
Credit risk refers (o the risk that a counterparty will defaull on ils conlractual obligations resulting in financial loss

lo the consolidated eatity. The consolidated entity has adopted & policy of only dealing with creditworthy
counterpartics and obtaining sufficient collateral where appropriate, as a means of mitigating the risk of financial
foss from defaulls. The consolidated enlity exposure and the credil ratings of ils counterparties are conlinuously
monitored and the aggregate value of ransactions concluded are spread amongst approved counterparties. The
consolidated entity measures credit risk on a fair value basis.

The consolidated enlity does not have any significant credit risk exposure to any single counlerparty or any group
of counterparties having similar charactleristics. The credil risk on liguid funds is limifed because the counlerparties
are banks will: high credit-ratings assigned by international credit-rating agencies.
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Notes to the fmancial statements

Impacts of the adoption of Australian equivalents to International Financial Reporting

Standards

The consolidated entily changed its accounting policies on 1 July 2005 1o comply willh Australian equivalents to
International Financial Reporting Standards ("A-IFRS’). The transition 10 A-IFRS is accounted for in accordance
wilh Accounting Standard AASB | “First-time Adoption of Australian Equivalenis to International Financial

Reporting Standards’, with 1 July 2004 as the dale of wansilion.

An explanation of how (he bansition from superseded policies o A-IFRS hay affected the company and
consolidated entily’s financial position, financial performance and cash flows is set out in the Tollowing tables and

the notes that accompany the lables.

Efiect of A-IFRS on the balance sheet as at 1 July 2004

Censolidated Company

: Effeci of o e iR o Eifect of s

Superseded . transilion - " Buperseded . transifion to :

“potictes* - to A-IFRS c-AEERE ... policies™ - A-IFRS AHRS -

Note $ § $ $ 3 $
Cureent assets S e S R ST
Cash & cash equivalents L 2063.686 - LLR2003686 2,003,686 L L2083,686
Teade & other receivables 77,441 - 77,441 341,200 341,200
Total current assets 2,081,127 2081127 2,344,886 2,344,886
Non-current assets ST PR PR ST
Property., plant and equipment CL30ETTS LL30LTTE L U30LTTS CA0LTTE
Mining tenements CUB0T0,950 - CUBOT0850 7,197,489 - 7,197,480
Other financial assets LA . Ll T B8 AT oL 625,317
Dreferred tax assets b - AR3613 583,613 - 579,459 579,459
Total non-current assefs 8,372,728 5834613 £,956,341 8,124,584 579,459 8,704,043
Total assets 10,453,855 583613 §1,037.468 $0,469.470 574,459 11,048,929
Current liabitities R R ST
Teade & other payables L ey - L ey LUU3,348 L 3,348 -
Other financial HabiHtles 13,713 - 13,713 13,713 13,713
Total current Habilities $3,321 - 13,321 17061 §7.061
Total fiabilifies £3,321 - 13,321 17,061 - §7.061
Mot assets 103,440,534 583,613 §1,(124.147 $0,452 409 574,455 11,031,868
Share caphal L12,005,179 - LIZBN5170 . LI2O05,179 - L2057
Retained carnings ¢ (1,564,645 583413 (95%1,032) {1,352, 77H 579,459 (973,314)
Total egaity 10,441,534 583,613 §1,124,147 10,452,400 574,459 11,031,868
* Reported financial position for the financial year ended 30 June 2004,
Efiect of A-IFRS on the income statement for the financial vear ended 30 June 2005
Consolidaled Company

i Effect of o - o Effect of L

Superseded .. transitionic ol -Bupergeded  transition to :

~ pedigieg” - A-IFRS - AHRS L. polictes®- - A-IFRS A-IFRS -

Note $ $ $ $ 3 $

Other income CU05.441 - . -A05441 . L 105,441 - < 105441
Emplovinent expense a {463,227 {18,147} {481,374y - {463,227y . (18147 (48 1374y
{ccupancy expensecs LTSIy . C(P3E2TY 13027y - SO I3RATY
Administration expenses - (369,066 . . (365,066} - . {369,066) - - CU(369,066)
Finance costs L1186 . CSII6y B8y - R A 8 3 {0
Other expenses {167,263} - {167,263} {149,108} - {149,108}
Loss before income tax ST et : D
expense L(BT3RI5E . (18,14 {991,308} - L5500y - (184D LLOTRAS0)
Income tax benefit h - 335 405 335,408 - 320,027 329,527
Loss For the period {973,158} 317,258 {655.900% (955.00%) 311,780 {643,223y

* Reported financial results for the year ended 30 June 2005,
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Impacets of the adoption of Australian equivalents to International Financial Reporting
Standards (cont’d)

Effect of AJFRS on the balance sheet ag at 30 June 2005

Consclidated Company

E © Effect of R Effect of : _

Superseded . transiionto - L .Superseded . transifion to AR L

- peligieg - A-IFRS o A-IFRS - L poligies™ A-IFRS o AAERES

Note $ $ $ $ $ $

Currens assets
Cash & cosh equivalents 2,353,606 LU2383E067 2,353,606 L 2,353,606
Trade & other receivables 35,331 34,331 475,945 475,945
Totzl current assets 2,392,937 2,392,937 2,833,552 2,833,552
Non-current assets AT T IR D
Propesty, plaut and cquipimen Tr332,836 - 332,826 - 332,826 - 332,820
Rxploration and development T R S e DT
expenditure L. BB813,990 - C8.8£3,950 .. LTBLOGS
Oxher financial assets Lo - L - 625317
Dreferred tax assets - 19019 919,019 908,387 905,387
Totzl non-current assets 9,146,816 219,019 10,065,835 909,387 9,645,198
Tokal assets 11,539,753 219419 12,458,772 908,387 12,482,750
Current liahifities T o IR
Trade & other payables 96,377 96,377 94,957 94,957
Takal current liabilifies 96,377 - 96,377 54,8957 94,857
Total liabilities 96,377 - 96,377 94,957 - 94,957
Net assets 11,443,376 EIRANE 12,362,395 11473406 908,387 §2,382,793
Share capital 13,981,179 - TI398L1T9 . A39RLITY 13,981,179
Employee equity-settled benefits el DT I
reserve FRE4T L ERIAT ¢ L L 18,047 L0 U18,147
Retained carnings 2,537,803} DHLET2 1,636,931} {2,507,773} R91.246 (1,616,533}
Total equity 11,443,376 SIS 12,362,395 11,473,406 909,387 §2,382,793

* Repotted financiad position for the financial year ended 360 June 2005,

Effect of A-IFRS on the cash flow statement for the financial year ended 30 June 2005

There

are no material difTerences between the cash fow stalement presented under A-TFRS and the cash flow

staterment presenied under the superseded policies.

Notes to the reconciliations of incorne and equity

{a)

Share-based payments

For the financial year ended 30 June 2005, share-based payments of 318,147 (company: $18,147) which were
not recognised under the superseded policies were recognised under A-IFRS, with a corresponding increase in
the employee equity-seltled benefits reserve.

These adiustments had no material tax or deferred tax consequences.

ncome tax

Under superseded policies, the consolidated entily adopted lax-cffect accounting principles whereby income tax
expense was caleulated on pre-tax accounting profifs after adjustment for permanent difTerences. The tax-effect
of timing diflerences, which occur when items were included or allowed for income tax purposes in a period
different 1o thal for accounling were recognised at current taxation rates as deferred tax assets and deferred 1ax
linbilities, as applicable.

Under A-IFRS, deferred lax is determined using the balance sheet Hability method in respect of temporary
differences arising from differences belween the carrying amount of assets and Habililies in the [mancial
stalements and their comresponding tax bases. Accordingly a deferred lax asset has been recognised for the tax
losses carried forward where il is probable the losses will be utilised.

The effeci of the above adjustments on the delerred tax balances are as follows:

Consolidated Company
i aduly 2004 - 38 June 2005 1 July 2004 - 30 June 2008
S $ B S— $
Deferred tax not recognised under S L
previous GAAP 383,614 919,019 579,459 909 387
Nel increase/{decrease) in deferred R e e o
iax balances 583,614 919,019 19.45% 909 387
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25, Impacts of the adoption of Australian equivalents to International Financial Reporting
Standards {(cont’d)

()

Retained eamings
The effect of the above adjustiments on retained earnings is as follows:

Censolidatad Company
1y 2004 - 30 June 2065 < by 2004 - - 36 June 2005
Note . B $ B S $
Expensing share-based paymentis  a S e (18,147} S (18,147)
Adjustments to tax balances B 583,013 _ §19,019 576,459 G0G 387
Total adjustment te retained earnings 383,612 900,872 379,549 891,240

26. Additional company information

Reed Resources Ltd is a listed public company, incorporated and operating in Australia.

Registered office Principal place of business
Reed Resources Lid Reed Resources Lid

97 Outram Street 97 Quiram Streel

West Perth WA 6005 West Perthh WA 6045
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Additional stock exchange information
as at 24 August 2006

The sharcholder information set oul below was applicable as at 24 August 2006
Distribution of equify securities:

Analysis of number of equily securily holders by size of holding:

Range Total Holders Units % Issued Capital
B s S
1- 1,000 34 24,058 .03

e T B0 8000 T g e e RERLGAG 1,08
5,001 - 10,000 268 2,392,913 2,99

R 0,008 100,000 AT 1T AR0220 21.64

140,001 - 9,999,999.699 104 39, 484 151 74,26

Ly Rounding -~ T BRSNS 0.00
Total 1,124 80,100,000 100.00

Top 20 holders of erdinary shares:

47
Rank Nanie Units % of Issued
Ca 11:;%%

e
I MR DAVID JOHN REED 11 8)2 il 5 14.85

U TRUCKING NOMINEES PTY LTD -t SR
21 T REED SUPER FUND A/C T e s s12.000 AT 6.88

PETER BOWMAN NOMINEES PTY LTD
<BOWMAN SUPERANNUATION I"U N>

4 '.TRUCKING NOMINEES PTYLTD . e ......... 3 200,000 RS r;i.(]{)

5 TERAN NOMINEES PTY LTD 2,206,060 273

3 5,600,000 6.24

.6 ‘MR CHRISTOPHER JOHN REED - B 620017 T o

ROBMOB PTY LTD
" <ROBINSON SUPER FUND ACCOUNT> 1,400,000 173

8 I{ONDPLUR PTYLTD SRR e : o 1,400,00{} '''''''''''''''''' 1’?5

9 ROCK SECURITIES LIMITED L106,060 1.37

10 ‘SPLICER NOMINEES PTY LTD - L Lo 1 00,000 137

MR TIMOTHY CHARLES REED ¢
1 <ENTERPRISE A/C> _ 200,000 [-12

.12 “MR SIMON RAYNAUD + MRS ESTRLLE RAYNAUD 0 00,000 T 0.87
13 MISS JENNIFER ANNE REED 700,000 0.87

14 MAXINE ANN ARDAGH - 7w 1 D 00,000 0,75

13 THOMAS BERNARD ARDAGH 600,000 0.75

i MRROBERT STANLEY LINFOOT - 0000 i s 2 e
16 Ll LINFOOT S/ENO 2 Alcs OIS CUB00,000 . T Q.75

PRIAC INVESTMENTS PTY LIMITED |
17" <PRICE ACKLING S/FUND A/C> 600000 0.75

“Tig RS LINFOOT INVESTMENTS PTY LTI e L 530,000 0.66
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AURORA PROSPECTS PTY LTD

. :
"7 <AURORA FAMILY A/C> B o e vz

- CDURKIN ENTERPRISES PTY LFD 0 0 R
20 <NQ 2 SUPER FUND ACCOUNT> T . -500.000 0.62
Top 20 holders of ordinary shares (grouped} as at 04 Aug 2006 40,664,032 56.75

Substaatial holders

Substantial holders in the company are sel oul below:

Ordinary Shares Number Perceniage

BT Reed 20,604,115 25.73%

Peter Bowman Nominees 5,060,006 0.24%
Veting Rights

The voling rights atlaching to ordinary shares are set oul below:

On a show of hands every member present at a meeting in person or by proxy shall have one vole and upon a poll
each share shall have one vole.

Other
The name of the company secretary is Mr Christopher Reed.

The address of the principal registered office in Australia is:
97 Ouiram Streel, West Perth, Western Australia 6605,
Telephone: {08 9322 1182,

Facsimile (08} 9321 (5356,

Website Ve re e re e o ey

Registers of securilies are held ar the following addresses
97 Ouiram Streel, Wesl Perth, Western Australia 6005

Quotation has been granied for all ordinary shares of the company on all Member Exchanges of the Auvstralian
Stock Exchange Limited.
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