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PepinNini Minerols Limited ABN 55 107 714 989

DIRECTORS’ REPORT

Your directors submit their report for the year ended 30 June 2008.

Directors

The names and details of the company’s directors in office during the financial year and until the date of this report
are as follows. Directors were in office for the entire period uniess otherwise stated

Names, qualifications, experience and special responsibilities

Norman Kennedy
Qualifications

Experience

Albert Harris
Qualifications

Experience

Rebecca Holland-Kennedy

Qualifications

Experience

Chiairman and Managing Director
Bachelor of Science UNSW, MAusiiaM

Normian Kennedy was a founding director of PepiriNini Minerals Limited
and has been a board member since 2002. He was appointed Managing
Director in February, 2004 and has more than 25 years experienice in
exploration program design and management in Australia and overseas.
At various times he has been retained as an exploration consultant for
companies such as WMC Resources, Caliex, CRA, Meekatharra
Minerats Limited, Aurion Energy, NRG Flinders, Shell, BF and ABB
Energy Ventures. He has been actively involved in the minerals
exploration industry in South Australia for miore than 25 years. He is a
member of the South Australian Chamber of Mines & Energy (SACOME}
and served on the Gawler Craton Infrastructure Commitiee. He is a Non
Executive Director of Altoria Resources ple, a Director of Arckaringa
Energy Pty Limited, a Director of PepinNini Resources Pty Lid and a
Director of Rank Geological Services Py Lid.

Non-Executive Director
M.Inst.M.C, £ Energy Institute

Albert Harris joined the company as a director on the 3¢ Jariuary 2005.
He has been invelved in the international petroleum and resource
industries for over 58 years. He has had senior management
responsibility for exploration operations and development of major
mineral and pefroleum resource projects in Australia, West Africa, the
Middle East and USA. He has been a director of Australian private and
public companies for over 20 years.
He is currently a director of the following ASX listed public companies:
1. Takoradi Limiled

2. Goldsearch Limited

Non-executive Director
Company Secretary
Bachealor of Science UNSW, MAusiAM

Rebecca Holland-Kennedy was a founding director of PepinNini Minerals
Limited and has been a board member and company secretary since
2002. She has more than 25 years experierice in exploration company
administration and data management. Shie has held positions with
Robertson Research, Macguarie University, NSW Department of Mines
and Energy as well as acting as exploration and data management
consulfant to AGL, Amax, BHP, AGIH, Shell, CRA, Caltex and
Meekatharrra Minerals Limited. She is a Director of PepinNini Resources
Pty Ltd, a Director of Arckariniga Energy Pty Lid and a Director of Rank
Geological Services Pty Ltd.
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PepinNini Minerols Limited ABN 55 107 714 989
DIRECTORS’ REPORT

William Murphy — Non-executive Director {resigned 26 May, 20086)
Qualfications — Bachelor of Laws Queensland University of Technology
Experience — William Murphy icined the company as chairman in January 2004, he

has extensive exploration company experience principally through
Murphyores Holding Ltd, which was once the world's largest mineral
sands producer. He has been past Chairman of Pan Palladium Lid,
Managing Director of Augold NL, Zapopan NL, Gold Copper Exploration
Ltd, Paut Resources Lid and Pacific Silica Pty Lid and a Director of SMC
Gold Lid.

Interests in the shares and options of the company

As at the date of this report, the interests of the directors in the shiares and options of Pepinnini Minerals Limited
were:

Ordinary Options over Indirect Indirect
Director Shares ordinary shares Share Holding Option Holding
Norman Kennedy 7015,000 3,000,060 6,215,000 3,000,500
Rebecca Holland-Kennedy 7415000 3,000,060 10,037,774 3,333,333
Albert Harris - 1,000,000 - -
William Murphy(resigned 26 May 2006 - - 3,915,000 2,075,000
Dividends

No dividends were paid for the year ended 30 June 2006 {2005: nil}.

Directors’ Meetings

The number of meetings of Directors hield during the year and the number of meetings attended by each Director were
as follows:

Directors’ Meetings Committee Meetings
Audit Corporate Governance
Numbeor Number Mumber
gligible to Number aligible to gligible to Number
attend Attended attend Number Attended attend Attended
Norman Kerinedy 15 15 - - 1 1
Rebecca Holland-Kerinedy 15 18 2 2 1 1
Albert Harris 15 13 2 2 1 1
Whilliam Murphy(resigned 26 12 10 2 1 - -
May 2008}

Principatl Activities

Thie principal activity of PepinNini Minerals Limited is the exploration for nickel, copper, gold, lead, zinc, uranium
and other mineral commodities.

Review and Results of Operations

Thie company currently holds 100% interest in fifteen exploration tenements covering approximately 11,446sq kms
in the Curnamona and Musgrave Provinces of South Australia and the Georgetown Inlier and Woolgar Goldfield of
North Gueensiand. It also holds a 100% interest in an B3 hectare mining lease located in the Woolgar Goeldfietd of
North Gueensiand.
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DIRECTORS’ REPORT

Duaring the financial year the Company completed a program of 18 bereholes drilled fo investigate base metat
prospects identified within EL 3171 Kalabity and kL 3278 Bimbowrie in the Curnamona Province. A total of 2,448
metres were drilled comprising both reverse circulation and diamond core drilling. Anomalous lead/zinic
mineralisation was intersected at three prospects.

Exploration commenced in the Musgrave Province during September 2005 with a halicopter HoistEM survey of
2,785 line kilometres and a ground EM survey of 71.3 kilometres being undertaken over prospective targets for
nicket copper sulphide mineralisation within EL 3388. Surface geochemical surveys were also completed before
the commencement of a drilling program in April, 2008. A fotal of 3,111 metres of RC drilling in 21 boreholes was
undertaken to test a variety of geological, geophysical and geochemical fargets within the Mt Harcus and Mt
Mouiden project areas of EL3368. Sulphide-bearing mafic/ultramafic rocks with coricentration of rickel and copper
mineralisation were intersected confirming the geological environment exists for the potential development and
accumuiation of Voisey's Bay style mineralisation at the Mt Harcus prospect. The presence of mixed sulphide
mineralisation assaying up to 0.46% Cu and 0.13% Ni provides encouragement that the Harcus intrusion could
host significant nickel-copper sulphide mineralisation.

During August and September 2005 independent rescurce consultants, Mellman & Schiofield Pty Limited,
completed a JORC compliant resource estimate of the Crocker Well Uranium Field and Mt Victoria Deposit and
determined a resource of 12.65 million torines at an average grade of 0.053% containing 6,740 tonnes
{14,850,0001bs} of U308, The Becaroo Uranium Prospect with grades of up to 2.1% U308 in surface samples was
discovered during a reconnaissance program conducted in September, 2005. A scoping study completed in April,
2006 by GRDMinproc identified a process concept and estimated capital and operating costs for the development
of the Crocker Well Uranium Field and Mt Victoria Uranium Deposit.

During the financial year five new exploration permit areas for minierals considered prospective for uranium and
high grade gold deposits were applied for in the Georgetown Inlier area of north Queensiand.

Thie Company expernided and capitalized $1,890,097 on exploration activities during the year.

Significant changes in the State of Affairs

During the financial year there was no significarit change in the state of affairs of the Company other than that
referred to in the financial statements or rictes thereto.

Significant Events After the Balance Date

On 8" September, 2006 PepinNini Minerals Limited signed a Memorandum of Understanding with a Chinese State
owned enterprise Sinosteel Corporation fo enter a strategic afliance for the joint participation and co-operation in
the development and operation of the Crocker Well and Mt Victoria Uranium Deposits and other commodities in
the Curnamona Province of South Austratia.

Under the terms of the MOU PepinNird has granted Sinosteel an exclusivity period of 3 calendar months
{extendable fo 5 monihs) in order to permit the entry info legally binding documentation subject to such Austratian
and PRC Government and othier regulatory approvals as may be required {including the approval of the Australian
FIRB). In consideration of the exclusive arranigement Sinosteel has made a nonerefundable payment to PepinNini
of $A1.5 million and will make a further non-refundable payment of $A1 million if the pericd is extended. if the
parties do not enter the documentation by the end of the exclusivity period the non-refundable payments will be
converted into shares fo be issued to Sinosteel at $A0.50 per share.

Sinosteel has also invested $A1.85 million for a placement of 3.3 million shares in PepinNini and became a
substantial sharehiclder of the Compariy on 18" September, 20086,

Subiject to appropriate tegally binding agreemenits and governmenit approvals, Sinosteel will pay PepinNini $A30.5
million for a 60% stake in the Curnamona Province project and tenements. In addition Sinosteel will contribute $AS
mifliori exploration expenditure over a 2 year period for commodities other than uraniam. Subject to the successful
completion of & bankable feasibility study to develop the uranium prospects, Sinosteet shall enter into an offtake
agreement for 100% of the projected output on normal commercial terms fo uniderpin an appropriate level of
project debt.
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DIRECTORS’ REPORT

Likely Developments and Expected Results

Thie Company intends to continue actively exploring its tenements for minerai potential. Field exploration and
drilling programs are planned for the Musgrave Provinice, the Curnamona Province and North Queensland projects
and are desigried fo investigate targets with potential for the discovery of a major new Australian minerai deposit.

Environmental Regulation

Thie mining teriements granted to the Company pursuart to Mining Acts are granted subject to various conditions
which include standard environmental requirements. The Company adherss to these conditions and the Directors
are not aware of any contraventions of these requiremenits.

Share Options
Unquoted share options

As at the date of this report, there were 11,408,333 unguoted ordinary shares urider option.

Option Category Options Price Paid Exercise Date  Exercise  Expiry Date  Exercised Balance
$ Price during the  Cutstanding
$ period
Phil Clifford Opfions 500,600 - 30 June 2005 0.20 31 Dec 2007 . 800,000
Phil Clifford Opfions 500,600 . 30 June 2008 0.30 31 Dec 2007 . 800,600
Phil Clifford Qpfions 500,600 - 30 June 2007 040 31 Dec 2007 . 800,600
Albert Haris 1,060,060 - 18 April 2007 0.20 31 Dec 2007 . 1,000,060
Uirectors paid options 6,060,060 0.01 16 April 2007 0.20 31 Dec 2007 - 6,060,060
Former Director paid
options{W Murphy 2,908,333 0.01 16 April 2607 0.20 31 Dec 2007 . 2.908,333
Resigned 26 May 06)
Totat 11,408,333 11,408,333

During the financial year a total of 1,116,666 options were exercised o acquire 1,116,666 fully paid shares in the
Company at an exercise price of 20 cenis per share.

Corporate Governance Report

The Board recognises the nieed for the Company fo operate with the highest standards of behaviour and
accountability. Accordingly, comprehiensive guidslines for corporate governarice have been formulated and
documented in various Charters and a Policy and Procedures Manual available on the Corporate Governarnice
page of the Company website www. pepinnini.com.au. As the Company’s activities expand the Corporate
Governance procedures will be reviewed by the Board and amended as appropriate.

Subject to the exceptions outlined below the Comparny has adopted the ‘Principtes of Good Corporate Governance
and Best Practice Recommendations’ {'Guidelines’) applying o listed entities as published in March 20032 by the
ASX Corporate Governance Council.
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DIRECTORS’ REPORT

BEST PRACTICE NOTIFICATION | EXPLANATION OF DEPARTURE
RECOMMENDATION| OF DEPARTURE

Pririciple 2.1 A miajority of Currently, only one of the three Directors satisfies the criteria for independence.
Directors are not The Company considers that the expense involved i the recruitment and
independent employment of an additional 2 independent directors is not justified given the

present size and complexity of its operations. Together, the curent Direclors
have a broad range of experience, expertise, skills, qualifications and contacis
refevant 1o the business of the Company and have demonsirated they make
qualily and independent judgements in the best interesits of the Company on all
refevant issues. Procedures are in place whereby Directors having a conflict of
interest in relation to a particular ftem of business must exclude themseives from
the meeting before commencement of discussion of the fopic.

i is intended that, subject io the performance of the Company, new candidates
for the Board will be considered.

Pririciples 2.2 and The Chairman is The Board considers the position of Mr Norman Kennedy as Chairman and

2.3 the Managing Managing Director fo be appropriate as he founded the Company, is the largest
Director of the shareholder, has been instrumentat in the development of the Company, has a
Company comprehensive knowledge of its operations and has successfully built value for

shareholders since the Company listed on the ASX. Mr Kennedy's industry
experlence and his involvement with the Company since iis inception is well
recognised and viewed positvely by shareholders. Clear protocols are in place
to deal with conflicts of interest. Mr Albest Harris acts as an independent
Chalrman when the board is discussing items in which a conflict If Inferest may
arise.

The Board does however recognise that as the Company expands its operations
the ability of the Chairman to provide an independent review of management
may require the appoinfment of an independent Chairperson in the fulure.

Pririciple 2.4 A separaie The Board has not formed a separate Nomination Committee. The full Board
Nomination consists of only three Directors and has formed the view that it is more efficient
Commitiee has for the Board as a whole to deal with matters that would otherwise be dealf with
riot been formed by a Nomination Committes. Strategies such as reviewing the skil base and

experience of existing Directors and identification of aftributes required in new
Directors are in place and if necessary appropriate independent consulfants will
be engaged fo identify possible new candidates for the Board.

Pririciple 4.3 A miajority of An Audit Committee of two non-executive Directors has been established and
members of the has a formal charer. The Audit Commiftee is not in compiiance with the
Audit Commitiee Guidelines in that the majority of members are not independent. To safeguard
are not the integrity of financial reporting the Chairman of the Audit Committee is
independent independent and reguiar sessions are held with the external sudifors In the

absence of management fo discuss any issues or concerns the audifors may
have. Separate audit commifiee meetings are held to finalise annual and half
yearly financial reports before recommending approval by the Board.

Pririciple 9.2 A separate Having only two employees and one Execufive Director the Board considers the
Remurieration Company is nof currenly of a size to justiy the establishment of a separate
Commitiee has Remuneration Committee. The Board as a whole deals with matters that would
riot been formed ctherwise be dealf with by 2 Remuneration Committes. Refer to the following
Report.
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DIRECTORS’ REPORT

Remuneration Report

The Company's size is not sufficient to warrant the establishment of a separate Remuneration Committee.
Remurneration policy is discussed and reviewed by all Directors within the Company's Corporate Governance
Committee. This aninual review involves an evaluation of market practices and trends on remuneration matiers
to establish and then add fo policy criteria to assess the performance of each Director and of senior
marniagement. It is

Company policy that remuneration of non-executive Directors and payment of equity-hased executive
remuneration requires approval by Shareholders.

The Company's constitution states that Directors are to be paid out of Company funds as remuneration for their
services, such sum as accrues on a daily basis as the Company in general meeting determines 1o be divided
among them as agreed, or failing agreement, equally. The Company at its Annuat General Mesting in 2004
resoived 1o fix the annual aggregate amount of fees payable to its Directors at $125,000.

Directors’ remuneration for their services as Directors is by a fixed sum and riot 2 commission on a percantage
of profils or operating revenue. H may not be ircreased except at a general mesting in which particulars of the
proposed increase have been provided ini the notice corivening the meeting to Shareholders. There is provision
for Directors who devote special attention fo the business of the Company or whio perform services which are
regarded as being outside the scope of their ordinary duties as Directors, or who at the request of the Board
erigage in any journey ont Company business, to be paid exira remuneration determinad by the Board.
Directors are also entitled to their reasonabie travel, accommodation and other expenses incurred in altending
Compariy or Board meetirigs, or meetings of any commitiee engaged in the Company’s business.

Any director may be paid a retirement benefit as determined by the Board, consistent with the Corporations Act
and the Listing Rules.

A director is disallowed from voting on any corntract or arranigement in which he or she has directly or indirectly
any material interest, if it will be contrary to the Corporations Act. If such a director does vote, his or her vole
will not be counted, nor will his or her attendance be counted in the guorum present at the meeting. Either or
both of these prohibitions may be relaxed or suspended o any extent by ordinary resolution passed at a general
meeting if permitted by the Corporations Act
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Remuneration Report{cont)

Details of the nature and amount of each element of remuneration of each Director and Executive officer of the
Company during the financial year are listed in the following table.

Short Term  Post Employement

Benefits Benefits Share Based Benefits
Director Feel/Salary Superannuation iﬁgﬁeﬁ:ﬁ Am;rtt)i:zﬁnc:st Total 32:‘;??:2%"
$ $ # options $ $ %
L\’jgﬁgé&g;‘mhy(mgg“m %8 8850 2,887 /a . 31737 -
Norman Kennedy 154,700 15,300 nfa - 170,000 -
Albert Harris 30,000 nfa 1,000,000 (1) 37.354 67,354 55
Rebecca Hollanid-Kerinedy 26,5940 2,700 nfa - 29,640 -
Total 240,490 20,887 1,000,000 37,354 268,731
{1} Options to purchase
ordinary shares held by Albert
Harris are held in escrow unfif
16 Apr 2007
Executive Officer
Phil Clifford - Exploration 1 104 9,908 1,500,000 (2) 40,696 160,695 25

Manager

{2} Options lo purchase ordinary shares
el by Phil Clifford are as follows:

500,008 oplions to acquire 1 ordinary share @ 20c exarcissble after 36 Juns 2005 Expiry 31 Dec 2007
500,008 oplions to acquire 1 ordinery share @ 3¢ exarcissble after 36 Juns 2006 Expiry 31 Dec 2007
500,008 oplions fo acquire 1 ordinary share @ 43¢ exarcissble after 36 June 2007 Expiry 31 Dec 2007

Rank Geological Services Py Ltd a Company controtled by Rebecca Holland-Kennedy & Norman Kennedy has
sirice 1 February 2005, supplied administrative services and facilities to PepinNini Minerals Limited ori an as
required basis at cost or normat commercial rates. These services include the supply of office {acilities and general
administration, secretarial, bookkeeping and accounting services.

in consideration for the assignment of the Musgrave Province tenements PepinNini Minerals Limited has agreed to
retain Rank Geologicat Services Ply Ltd as exploration managers under niormal commercial terms and their
consent must be oblained before disposing of any interest in the licences.

Committee Membership
As of the date of this report, the Company had an Audit Commitiee and a Corporate Governance Commities.

Members acting on the committees of the board

Audit Committee Corporate Governance Committee
Albert Harris © Albert Harris &
Rebecca Holland-Kennedy Rebecca Hollanid-Kennedy

Norman Kerinedy

© designates Chairman of the commitice
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Indemnification and Insurance of Directors

There are no proceedings on behialf of the Company as at the date of this report.
PepinNini Minerais Limited has ernitered into standard deeds of indemnity and access with each of the Directors.

By these deeds, the Company has undertaken, consisterit with the Corporations Act, to indemnify each Director in
certain circumstances and to maintain Directors’ and officers insurarice cover in favour of the Director for seven
vears after the Director has ceased to be a Director. The Company has paid a premium for the period 13 Oclober
2005 to 13 October 2006 to insure the Directors and officers of the Company. In accordance with the terms and
conditionis of the insurance policy, the amount of the premium paid has not been disclosed on the basis of
confidentiatity, which is permitted under Section 300{9} of the Corporations Act 2001.

Non-audit services

During the financdial year to 30 June 2006 the amount of $13,300 was paid to William Buck {(VIC) Pty Ltd for an
income tax review for the years 2004 & 2008 and for a review of the Company's entittement to reduced input tax
credits for Business Activity Statements {BAS) of March, June and September 2005.

The directors are satisfied that the provision of non-audit services during the year by the auditor is compatible with
the general standard of independernice imposed by the Corporations Act for the following reasons:

+ all rion audit services have been reviewed by the audit commiltee to ensure they do not impact the
impartiality and objectivity of the auditor

+ rione of the services undermine the general priniciples relating to auditor independence as set out in the
Code of Ethics, including reviewing or auditing the auditor's own work, acting in @ management or a
decision making capacity for the company, acting as an advocate for the company or jointly sharing
economic risks and rewards.

Auditor’s Independence Declaration

An independerice declaration as required by 8307C of the Corporations Act 2001 has been provided by the
company’s auditor, William Buck. This is set out on page 9 of this aninual report.

Signed in accordance with a resolution of the Board of Directors.

Norman Kennedy
Director

Dated this 28™ Day of September 20086.
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PepinNini Minerols Limited ABN 55 107 714 989

INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2006

2005
Note &

Revenue 2 52,625
Depreciation expense 3 3,754
Salary & employmerit costs 98,585
Operating expenses 125,154
Professional fees 99,815
Borrowing cost experise 3 5860
Administration experises 3 48,501
Exploration expenses 3 611
Legat fees 34,116
Other experises 22,198
Total expenses 433,694
Profit {Loss) before income tax expense {381,069
income tax expense 4 -
Profit {Loss) after related income tax expense 4 {381,069
N‘et‘profit {loss} attributable to members of PepinNini Minerals (381,068)
Limited

Basic earnirigs/{loss) per share {cerits per share) 18 {1.18}
Diluted eamings/{loss) per share (cents per share} 18 -

The accompanying notes form part of these financial statements
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BALANCE SHEET AS AT 30 JUNE 2006

Note 2005
$

CURRENT ASSETS
Cash and cash equivaients 3,281,216
Receivables 74,564
Other assets 7 -
TOTAL CURRENT ASSETS 3,356,180
NON-CURRENT ASSETS
Exploration expenditure capitalized 960,155
Property, plant and equipmerit 57 547
TOTAL NON-CURRENT ASSETS 1,017,706
TOTAL ASSETS 4,373,886
CURRENT LIABILITIES
Payables 10 110,355
Deferred income -
Provisioris 11 15,254
TOTAL CURRENT LIABILITIES 125,608
TOTAL LIABILITIES 125,609
NET ASSETS 4,248,277
EQUITY
Contributed equity 12 4,725,862
Reserves 13 59,581
Accumulated losses 14 {537,166}
TOTAL EQUITY 4,248,277

The accompanying notes form part of these financial statements.
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2006

2005
Note &

Total equity at the beginning of the year 493,805
Employee option expense takan to equity 59,581
Net income recognised directly In equity 59,581
Profit”{loss) for the year {381,069}
Totai recogrised income/{expenses) for the year {321,488}
Transactions with equity holders in their capacity as equity
holders:

- Contributions of equity net of transaction costs 4,075,850
Total equity at the end of the year 4,248 277

The accompanying notes form part of these financial statements.
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CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2006

2005
Note %

CASH FLOWS FROM OPERATING ACTIVITIES

PACE grant received -
interest received 20,381
Payments fo suppliers and employess {377,244}
interest and other costs of finance paid {560}
Net cash provided by {used in} operating activities 15{a) {357 443}
CASH FLOWS FROM INVESTING ACTIVITIES

Payment for exploration activities {718,383}
Purchase of property, plant and equipment {18,222}
Net cash provided by {used in} investing aclivities {736,605}
CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of shares 4,384,000
Proceeds from issue of options 90,000
Payment of capital raising costs {438,140}
Net cash provided by {used in} finanicing activilies 4,035,860
Net inicrease{decrease) in cash & cash equivalents held 2,541,812
Cash & cash equivalents at 1 July 339,404
Cash & cash equivalents at 30 June 15(b) 3,281,216

The accompanying notes form part of these financial statements.
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Notes to the Financial Statements

NOTE 1: SUMMARY OF ACCOUNTING POLICIES

This financial report covers PepinNini Minerals Limited a public company, inicorporated and domiciled in
Australia.

PepiniNini Minerals Limited have applied the same accounting policies in the preparation of this financial report as
were applied in the annual financial report for June 2005 except in the adoption from 1% July 2005 of accounting
policies in accordance with Australian International Financial Reporting Standards{A-IFRS). Where accounting
policies have changed in this transition process the following rictes will summarise these diflsrences.

Thie financial statements of PepinNini Minerals Limited were authorised for issue on 28" September 2006.
The accournting policies have been conisistently applied, unless otherwise stated.
Basis of Accounting

This general-purpose financial report complies with Australian Accouriting Standards, other authoritative
profiouncements of the Australian Accounting Standards Board{AASB), Urgent tssues Group
Interpretations and the Corporations Act 2001. This financial report complies with Infernational Financial
Reporting Standards and Interpretations.

PepiniNini Minerals Limited changed its accounting policies on 1 July 2005 to comply with A-IFRS. The
transition to A-IFRS is accounted for in accordance with Accounting Standard AASE 1 First Time Adoption
of Australian Equivalents to international Financial Reporting Standards with 1 July 2004 as the daie of
fransition. An explanation of how the transition from superseded policies to A-IFRS has affected PepinNini
Minerals Limited's financial position, financial performarnce and cash fiows is discussed in riote 24.

These financial statements have been prepared under the historical cost convention, as modified by
revaluations and fair value adjusimenis required by accounting standards.

Accounting Estimates

The preparation of a financial report in conformity with Australian Accounting Standards requires
marnagemsent to make estimates, judgements and assumptions based on historical knowledge and best
available current information. Estimales assume a reasonable expectation of future events and are based
on current trends and economic data obtained both externally and within the company. Actual resuits may
differ from these estimates

Early Adoption of Standard

PepinNini Minerals Limited has elected to early adopt the Australian Accounting Standards and Urgent
Issues Group interpretations with an application date later than 30 June 2008 with the exception of AASE7
Financial Instrumenits Disclosures.

Significant Accounting policies

The following significant accounting policies have been adopted in the preparation arnd preseritation of this
finarnicial report.

a Cash and cash equivalents

Cash and cash squivalents comprise cash on hand, cash in banks arnd investments in money market
insfruments.

b Exploration and Development Expenditure and Exploration Tenemenis

Exploration, evaluation and development expenditure inicurred is accumulated in respect of each
identifiable area of interest. These costs are only carried forward fo the extent that they are expected o be
recouped through the successful development of the area or where aclivities in the area have not yet
reached a stage which permits reasonable assessment of the existence of economically recoverable
reserves.

Accumulated costs in relation to an abandoned area are written off in full againist profit/{loss) in the year in
which the decision to abandon the area is made.

When production commences, the accumulated costs for the retevant area of interest are amortised over
the life of the area according o the rate of depletion of the economically recoverable reserves.

A regular review is undertaken of each area of interest to determine whether any impairment indicators
exist therefore the appropriateness of continuing to carmry forward costs in relation to that area of interest.
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Notes to the Financial Statements

NOTE 1: SUMMARY OF ACCOUNTING POLICIES{cont}
¢ Rehabifitation

Costs of site restoration are provided over the life of the facility from when exploration commences and are
included in the costs of that stage. Site restoration costs include the dismantling and removal of mining
plant, equipment and building structures, waste removal, and rehabilitation of the site in accordarnce with
clauses of the mining permits. Such costs have been determined using estimates of fulure costs, current
legal requiremerits and techniology on a discounted basis. Any changes in the estimates for the costs are
accourited on a prospective basis. in determining the costs of site restoration, there is uncertainty
regarding the nature and extent of the restoration due to community expectations and future legislation.
Accordingly the costs hiave been determined on the basis that the restoration will be completed within one
year of abandorning the site.

d Employee Benefils

Accounting Standard AASB 119 Employee Benefils has been applied. Provision is made for benefits
accruing to employees in respect of wages and salaries, annual leave and long service leave when it is
probable that setlement will be required and they are capabile of being measured refiably.

Frovision made in respect of employee benefits expectad to be seltled within 12 months, are measured at
their nominat values using the remuneration rate expected o apply at the fime of seltflement.

Frovisions made in respect of employee benefits which are niot expected to be setiled within 12 months
are measured as the present value of the esfimated fulure cash oufflows to be made by Pepinnini Minerals
Limited in respect of services provided by employees up to reporting date.

Contributions to defined cortribulion superannuation plans are expensed wheri incurred for administrative
employees. Where an employee is involved in exploration activities the contributions form part of the
explorationi and devetopmerit expenditure capitalized for the period during which they occurred as stated
ini point {b) above.

e (Goods and services tax

Revenues, expenses and assets are recognized net of the amount of goods and services tax{GST),
except:

i Where the amount of GST incurred is not recoverable from the taxation authority, it is recognized
as part of the cost of acquisition of an asset or as part of an item of expensse; or

i Forreceivables and payables which are recognized inclusive of GS8T.

The net amount of G8Y recoverable from, or payable fo, the taxation authority is included as part of
receivables or payables.

Cash flows are included in the cash flow statement on a gross basis. The GST component of cash flows
arising from investing and finarncing activities which is recoverable from, or payabte fo, the taxation
authority is classified as operating cash flows.

f  Government refunds under the South Australian Governments’ PACE funding partnership

PACE refunds for exploration drilling activity within an exploration tenement which has not yet reached a
stage which permits reasonable assessment of the existerice of economically recoverable reserves, have
been recognised as deferred income and recognised in profit and loss over the expected useful life of the
exploration fenement asset conicerned.

g Impairment of assets

At each reporting date, PepinNini Minierals Limited reviews the carrying amounts of its tangible and
intangible assets to determine whether there has been any indication they hiave suffered an impairment
loss. If any such indication exists, the recoverable amount of the asset is calculated fo determine any
impairment loss. Recoverable amount is calculated as the higher of net fair value and value in use.

h  Income tax

The income tax expense or revenue for the period is tax payable on the current period's taxable income
based on the notionat income tax rate adjusted by changes in deferred 1ax assets and liabilities
attributable to temporary differences between the tax base of assets and liabilities and their carrying
amounts in the financial statements.

Page 15



PepinNini Minerols Limited ABN 55 107 714 989

Notes to the Financial Statements

NOTE 1: SUMMARY OF ACCOUNTING POLICIES{cont)

PepinNini Minerals Limited has estimated carry forward tax losses to 30 June 20086 of $3,632,107 based in
parl on funds expenided Tor exploration. These carry forward or deferred tax losses are recognised to the
extent that i is probable that sufficient taxable income will occur in subsequent years against which they
can be ufitised.

Deferred tax is accounted for using the comprehensive balarnice sheet liability method in respect of
temporary differences arising from differences between the carrying amount of assets and liabilities in the
finanicial statements and the corresponding tax base of those items.

Deferred tax is measured al the 1ax rates that are expected to apply 1o the period when the asset and
{:ability giving rise to them are realised or seitled, based on fax rates{and tax laws) that have been enacted
or substantively enacted by reporting date.

Deferred tax expenses are recognised as an expense in the income statement except when it relates to
items credited or debited directly to equity, in which case thie deferred tax losses are also recognised
directly in equity.

i Payables

Trade payables and other accounts payable are recogrised when PepinNini Minerals Limited becomes
obliged to make future payments resulting from the purchase of goods and services.

} Plant and Equipment

Plasit and equipment are stated at cost less accumulaied depreciation and impairment. Cost includes
expenditure that is directly atiributable to the acquisition of the item. Depreciation is provided on plant and
equipment. Depreciation is calculated on a siraight line basis so as 1o write off the net cost or other
revalued amount of each assel over its expected useful life 1o its estimated residual value. The estimated
useful life, residuat values and depreciation method is reviewed at the end of each reporting pericd.

The following estimated useful lives are used in the calcutation of depreciation:

+ Plant and equipment 3 years

+ Field vehicles 3 years
Where depreciation rates or methods are chariged, the net written down value of the asset is depreciated
from the date of the change in accordarnice with the niew depreciation rate or method. Depreciation
recognised in prior years will not be changed.

kK  Share based paymenis

Equity-setiled share-based payments in the form of share options granted to employees that were
unvested as of 1 July 2005 are measured at Tair value at the date of grant. Fair value is measured by use
of a binomial medel{Black Scholes Option Pricing Modell. The expected life used in the model has been
adjusted, based on management's best estimate, for the effects of non-fransferability, exercise
resfrictions, and behavioural considerations. The fair value determined at the grant date of the equity-
setiled share-based paymenits is expensed oni a straight line over the vesting period, based on PepinNini
Minerals Limited's estimate of shares that will eventually vest.

b Revenue Recognition

Interest reveriue is recognised on a time proportional basis that takes inte account the effective yield on
the financial assets.

m  Confributed equily

Issued and paid up capital is recognised at the fair value of the consideration received by the PepinNini
Minerals Limited. Any transaction costs arising on the issue of ordinary shares are recognised directly in
equity as a reduction of the share proceeds received.

n  Earnings per shars

Basic earnings per share {(EP3) is calculated as net profitf{loss} atiributable to members of PepinNini
Minerals Limited, adjusted to exclude costs of servicing equity divided by the weighted average number of
ordiriary shares.

Diluted EPS is calculated as net profit{loss) attributable fo members, adiusted for costs of servicing
equity; divided by the weighted average number of ordinary shares and dilutive poternitial ordinary shares,
adiusted for any bonus elemenit.
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PepinNini Minerols Limited ABN 55 107 714 989

Notes to the Financial Statements

NOTE 2: REVENUE 2008 2005
$ $
interest received — other parties 117,188 51,261
Other revenue - 1,364
Total revenue 117,188 52,625
NOTE 3: EXPENSES 2008 2005
$ $
Depreciation of rion-current asseis:
Exploration fietd equipment 2,409 442
Office computer equipment 3,178 3.312
Field Vehictes 16,158 -
Totat depreciation of non-current assels 21,745 3,754
Admiriistration Experises:
Administration Fees 30 16,151
Administration — services 32,000 32,750
Totat Administration costs 32,030 48,901
Borrowing costs expense:
interest paid — other persons 781 560
Totat borrowing costs expense 781 560
Exploration Expenses - 811
- 611

Total Exploration expense

NOTE 4: INCOME TAX EXPENSE

Subiect to the provisions of the Income Tax Assessment Act, if the
company derives assessable income it will be able to ulitise carry-

forward {ax losses. As at 30 June 20086, the company has estimated

carry forward tax losses after adjusting for temporary differences of
approximately 33,806,800 (2005: $1,385,184) which amourits to a

deferred tax asset of $1,142,080 (2005: $415,555). The company has

sstimated carry forward capital losses of il {2005: nil} of which a
deferred tax asset of nil (2005 nil} has not been brought to account.

Thie Benefit only will be obtained if:

a

The company derives future assessable income of a nature and of
an amount sufficient to enabie the benefit from the deductions for

the loss to be reatised

The company conlinues to comply with the conditions for

deductibility imposed by law; and

No changes in tax legislation adversely affect the Company in

realising the benefit from the deduction of the loss
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PepinNini Minerols Limited ABN 55 107 714 989

Notes to the Financial Statements

NOTE 5: CASH & CASH Note 20086 2005
EQUIVALENTS $ $
Cash at bank 152,694 776,670
Cash on hand 2 4 546
Deposits at call 1,271,085 2,500,000
1,423,761 3,281,216

NOTE 6: RECEIVABLES CURRENT

Trade debtors {a) 7,226 30,500
GSY refund receivable 29,250 44 064
36,476 74,964

{a} Trade deblors represent interest receivable on term deposit funds

interest receivable on savings account deposit 7,109 12,501
interest receivable on chieque account 117 18,3599
7,226 30,900
NOTE 7: OTHER ASSETS Note 2°$96 20;’5
Capital raising costs 23 97,924 -
97,924 -

Capital raising costs relate to the $1.65 million share placement to Sinosteel Australia Pty Lid on 18"
September 2006. Refer Note 23 for further details.

NOTE 8: EXPLORATION EXPENDITURE 2006 2005
CAPITALIZED $ $
Balance at 1 July 960,155 201778
Exploration expenditure capitalised 1,850,097 758,383

Exploration expenditure written off - -

Balance at 30 June 2,850,256 960,158
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PepinNini Minerols Limited ABN 55 107 714 989

Notes to the Financial Statements

NOTE 9: PROPERTY PLANT AND EQUIPMENT

20086 2005
$ $
Field equipment at cost 17,095 6,754
Less accumuiated depreciation {2,780} {442}
14,315 6,312
Computer equipmenit at cost 11,468 11,468
Less accumuiated depreciation (6.490) {3,312}
4578 B, 156
Field vehicles at cost 43,627 43,079
Less accumuiated depreciation {16,158} -
27,488 43,079
Totat Property, plant & equipment 46,762 57,547
Movements in carrying amounts
Cost — Figld equipment
Balarice at the beginining of the year 6,312 -
Additions durinig the year 10,412 6,754
Depreciation expense {2,409} {442}
Balance at the end of the year 14,315 6,312
Cost — Computer eguipment
Balarice at the beginining of the year 8,156 -
Additions during the year - 11,468
Depreciation expense (3.178) {3,312}
Balance at the end of the year 4578 B,156
Cost — Field Vahicles
Balanice at the beginning of the year 43,079 -
Additions durinig the year 548 43,079
Depreciation expense {16,158} -
Balance at the end of the year 27,488 43,079
NOTE 10: PAYABLES CURRENT 2006 2005
$ $
Trade creditors'™ 91,883 97,842
Sundry creditors & accruals 27,328 12,513
119,211 110,355
@ trade creditors are non-inferest hearing and usually seffled on 30 day ferms
Aggregate of amounts payable to 12.132 5,734

retated parties
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PepinNini Minerols Limited ABN 55 107 714 989

Notes to the Financial Statements

NOTE 11: PROVISIONS CURRENT

Employee benefits 30,504 15,254
a. Aggregate employee benefits liability 30,504 15,254
b. Number of employees at year-end 2 1
NOTE 12: CONTRIBUTED EQUITY 2006 2005
$ $
a Issued & paid up capital
Crdinary fully paid shares {b) 4,859,222 4,635,862
Options over ordinary shares fully paid {c} 78,833 50,000
4,538 055 4,725 862
2006 2006 2005 2005
Number of shares L Number of shares %
b Movements in shares on
issue
Af the beginning of the financial year 48,382,500 4,635,882 24,500,000 650,002
Shares issued during the year
Issuad to seed investors - - 3,625,000 362,500
Initial public offering - - 20,157,500 4,031,500
tess capital raising costs - {11,140} {438,140}
Final purchase settlemernt ML
2720 Gooligoomba QLD eguity - - 200,000 40,000
exchange
Options converted o ordinary shares 1,118,666 234,500 - -
At the end of the financial year 49,498,166 4 850 222 48 382 560 4,635,862
¢ Options Nﬂi‘}:: of 2006 2005 . 2005
options % Number of options %
Options over ordinary shares
At the beginining of the financial year 10,024,999 90,000 - -
S;;:?;i;?;::d during the year as i 10,024,999 90.000
Optioris exercised during the year (1,116,666} {11,167} - -
At the end of the financial year 8,808,333 78,833 104,024,999 90,600

Employee share remuneration details

No options were issued during the year as employee remuneration

Employes remuneration options currently in place:

To Albart Harrls, Director

1,806,000 options fo acquire 1 ordinary share ea @ 20c Held in sscrow until 18/04/2007 Expiry ¢ Dec 2007

Teo Phil Clifford, Exploration Manager

500,000 options io stquire 1 ordinary share @ 20c exercisable after 36 June 2065 Expiry 31 Dec 2007

500,000 options io stquire 1 ordinary share @ 30¢ exercisable after 36 June 2068 Expiry 31 Dec 2007

500,000 options to atquire 1 ordinaty share @ 40c exercisable after 36 June 2007 Expity 31 Dec 2007
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Notes to the Financial Statements

NOTE 12: CONTRIBUTED EQUITY {cont)
d Terms and conditions of contributed equity
Ordinary fully paid shares

Ordinary shares have the right fo receive dividends as declared and, in the event of winding up the Company, to
participate in the proceeds from the sale of all surplus assets in proportion to the number of and amounts paid up
on the shares held.

Ordinary shares entitle the holder to one vote, eithier in person or by proxy, at a meeting of the Company.

Effective 1 July 1998, The Company Law Review Act abolished the concept of par value shares and the
concept of authorised capital. Accordingly, the Company does not have authorised capital or par value in
respect of iis shares.

NOTE 13: RESERVES 20;36 2{’;5
Employee Option Reserve

Reserve at the beginning of the finaricial year 59,581 -
Reserve contributed during the finaricial year 78,060 59,581
Accumuiated reserve at the end of the financial year 137,631 59,581

Thie employee option reserve records the value of oplions issued to directors and employses under the
smployee share incentive schems.

NOTE 14: ACCUMULATED LOSSES 20$96 28;5
Accumuiated losses at the beginning of the financial year {537,166} {156,097)
Net profit{loss} atfributable to the members of the company {405,681} {381,069)
Accumuiated losses at the end of the financial year {948 847) (537,166)
NOTE 15: CASH FLOW STATEMENT 20086 2005
$ $
a. Reconciliation of the profit{ioss} after tax to
the net cash flows from operations
Profit{loss} from ordinary activities after income tax (409,681) {381,069}
Non-Cash Items
Depreciation of non-cusrent assets 21,745 3,754
Employse option expense 78,050 55,581
Changes in assets and liabifities
{increase}/decrease in frade and other
receivables 38,488 {57 238}
Increasef{decrease) in deferred income 178,225 -
{decrease)/ Increase in frade and other creditors 8,785 7,955
Increasef{decrease) in employment benefits 15,650 9,574
Net cash flow from operating activities {70,738) {357 443}
b. Reconciliation of cash
Cash balance comprises:
Cash assets 1,423,781 3,281,216

c. Financing facilities available
At reporting date, the Compariy has no facilities in place for bank overdrafts or bank loans
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Notes to the Financial Statements

NOTE 15: CASH FLOW STATEMENT(cont)

d. Non-Cash Financing and Investing
Activities
At reporting date, the Company has no finarnice leases in place for ptant and equipment.

NOTE 168: EXPENDITURE COMMITMENTS 2006 2005
$ $

a Capital Expenditure Commitments

Mining tenement acquisitions:

- not later than 1 year - -
b Exploration tenement expenditure commitmeritst”:

- not later tharn 1 year 535,000 405,000

- later tharni 1 year but not later than 5 years 2,140,000 1,510,000

“’Expiaratﬁon tenernent expenditure commitments ars indicative figures only, An Exploration tenement is not a finance feass.

NOTE 17: EMPLOYEE BENEFITS AND SUPERANNUATION COMMITMENTS

a Employee Benefits 2006 2005
$ $

The aggregate employse benefit liability is comprised of:

- Provisions{current} 30,504 15,254

b Employee Share Incentive Scheme

An employes share schame has been established where Pepinnini Minerals Limited may, at the discretion of
management, grant options over the ordinary shares of Pepinnini Minerals Limited to directors and executives as
part of a remuneration package offered for employment. The options so issued are for nil consideration and have
variable exercise prices and maturity dates i.6. last date to exercise the options. The details of the optioris are
outlined below:

i Indicative Empioyes
Date granted Exarcise Exercise Date  Maturity Date Value per benefit £ 30
Price 6
option Jur 06

conts cents $
1,008,000 options to Mr. & Hasris 15 Eab 2005 Egerow o 168 Apr 8 Dee 2007 8.1 5197
(Directon) ¢ 2 2007 o : >
600,800 gp:tons to br. Clifford 13 May 2005 20 20 3une 2005 31 Dec 2007 804 10200
{Exploration Manager}
530,000 options to Mr. Chifford 13 May 2005 31 Dec 2007 612 14492
{Exploration Manager} Y 30 30 June 2006 ,
500,800 options to Mr. Clifford 13 May 2006 " 20 June 2007 31 Dec 2007 53 o7

{Exploration Manager)

No options were exercised to 30 June 2606

Superannuation Commitments

Thie company corntributes fo individual employee superarinuation plans to 9% of employees wages. This
contribution rate is legally enforcabte in Australia. Contributions are made morithly. Funds for contribution are
setected by individual employses. The superanniuation planis provide accumulated benefits based on contributions
received. The company does not have a preferred fund.

There is no scheme to provide retirement benefits other than statutory superannuation requirements to non-
exacutive directors.
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NOTE 18: EARNINGS PER SHARE 2005 2005
$ $

Thie following reflects the iricome and share data used in the
calculations of basis and diluted earnings per share.

Net profit/{loss) {(409,681) {381,088}
lJ::i?s;?d average number of ordinary shares ouistanding during 48,580,764 31.934.006
Share options on issue which are dilutive at 30 June 2006. 5,035,526 -
NOTE 19: AUDITORS’ REMUNERATION 2006 2005
$ $
Remuneration of the auditor of the Company, William Buck for;
- auditing or reviewing the financial report 26,887 18,750
- investigating accountarits report - 12,000
- Income tax review, BAS review 13,300
40,187 30,750

NOTE 20:KEY MANAGEMENT PERSONNEL DISCLOSURE
a Details of Directors and Executives

Directors

Norman Kennedy Director and Chief Executive Officer

Rebecca Holland-Kennedy Director and Company Secretary— {norn-executive}
Albert Harris Director — {nori-executive}

William Murphy Director — {rion-executivelresigned 26 May 2006
Executives

Bhilip Clifford Exploration Manager

b Remuneration of Key Management Personnel
Remuneration Poticy

The Company's size is not sufficient fo warrant the establishment of a separate Remuneration Commities.
Remuneration poticy is discussed and reviewed by ait Directors within the Company's Corporate Governance
Committee. This annual review involves an evaluation of market practices and frends on remuneration matters to
sstablish and then add to policy criteria to assess the performance of each Director and of senior managemerit. It
is Company policy that remuneration of non-executive Directors and payment of equity-based executive
remurieration requires approval by Shareholders.

The Company’s constitution states that Directors are to be paid out of Company funds as remuneration for their
services, such sum as accrues on a daily basis as the Compary in general meeling determines to be divided
among them as agreed, or failing agreement, equally. The Company at its Arinual General Meeting in 2004
resclved to fix the annual aggregate amount of fees payable to its Directors at $125,000.

Directors’ remuneration for their services as Directors is by a fixed sum and not a commissiorn on a percentage of
profits or operating revenue. H may not be increased except at a general mesting in which particulars of the
proposed increase have been provided in the nofice convening the meeting fo Sharseholders. There is provision
for Directors who devote special attention to the businiess of the Company or who perform services which are
regarded as being outside the scope of their ordinary duties as Directors, or who at the request of the Board
engage in any journey on Company businiess, fo be paid extra remuneration determined by the Board. Directors
are also entitled to their reascnable fravel, accommodaticn and other expenses incurred in attending Company or
Board meetings, or mestings of any commitiee engaged in the Company’s business.
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NOTE 20:KEY MANAGEMENT PERSONNEL DISCLOSURE(cont)

Any director may be paid a retirement benefit as determined by the Board, consistent with the Corporations Act
and thie Listing Rules.

A director is disaffowed from voting on any contract or arrangement in which hie or she has directly or indirectly any
material inferest, if it will be contrary to the Corporations Act. If such a director does vote, his or her vote will not
be counted, nor will his or hier attendance be counted in the quorum present at the mesting. Either or both of
these prohibitions may be relaxed or suspended o any extent by ordinary resolution passed at a general meeting
if permitted by the Corporations Act
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NOTE 20:KEY MANAGEMENT PERSONNEL DISCLOSURE(cont)
Remuneration of key management personnel

Post Employment
Short term benefits Benefits Other  Tetmination Total
Directors Salary& Fees Superannuation Leng term  Benefits Share based
Contribution Benefits payments
$ $ $ $ $ $

Norman Kennedy

2005 154,700 15,300 - - - 170,000

2008 154,700 15,3G0 - - - 170,000
Rebecca Holland-
Kennedy

2005 26,940 2,700 - - - 29,840

2008 26,940 2,760 - - - 29,640
Albert Harris

2005 12,500 - - - 13.918(1} 26,418

2008 30,000 - - 37.354 67,354
Witliam Murphy
Resigned 26/5/06

2005 35,000 - - - - 35,000

2008 28,850 2,887 - - - 31,737

Total Remuneration
Directors
2005 229,140 18,600 - - 13,918 261,068
2008 240,490 20,887 - - 37.354 298,731
Executives

Phillip Clifford

2005 100,917 9,082 - - 45,6630 155,662

2008 110,691 9,908 40,696 160,695

Total Remuneration
Executives
2005 100,917 9,082 - - 45,663 155,662
2008 110,691 9,908 40,696 160,695

{1} The options{1,600,000) heid
by Albert Harris are held in
ascrow until 18 Apr 2007

{2} The options held by Phij Clifford are
as foflows:

500,008 options fo acquire 1 ordinary share @ 20c exercisable after 30 June 2005
500,008 options fo acquire 1 ordinary share @ 30c exercisable after 30 June 2008
500,008 options fo acquire 1 ordinary share @ 40c exercisable after 30 June 2007
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NOTE 20:KEY MANAGEMENT PERSONNEL DISCLOSURE(cont)
¢ Remuneration Options

There are no performance criteria related to the granting of options to key management personnel. The options
were part of an employment package negotiated with the individual before commencement of employment and
witl cease when employee leaves the company.

d Shares issued on exercise of remuneration options
There were no remuneration options exercised during the year. The options held by Albert Harris are held in

sscrow untit 18 Apr 2007. The options held by Phit Clifford are exercisable from 30 June 2005.

e Option holdings of key management personnel

Balance at Balance at
Directors beginning of  Grantedas  Options end of period Not
period remuneration Purchased Net Change 30 June 2066  Total  exercisable Exercisable

Norman Kennedy 3,000,000 . - - 3000000 3,000,000 3,000,000 -
Rebecea Hofland- 3,000,000 . - - 3000000 3,000,000 3000000 -
Kennedy
Albert Harris 1,600,000 . - - 1,000,000 1,060,600 1,000,000 -
Wiliam 2.0758,000 2075000 2075600 2075000
Murphylresigned) e ’ i i s m e i
Executives
Phillip Clifford 1,500,000 . . - 1,500,000 1,500,000 500,000 1,006,060

Totals 10,576,060 . - - 10875000 10575000 9575000 1,006,060

f Share hoidings of key management personnel

Balanza at Balance atend
Directors beginning of  Granted as Shares On Exercise Not of period 3¢
period remuneration Purchased NatChange of Options exarcisable  June 2006
Norman Kennedy 7,015,000 - - - - 7000000 75000
Rebecca Holland-
7,015,000 - - - . 7,006,060 THE 0G0
Kennedy
Albert Harris - - . - - .
William 6,225,000 (2,310,008 3,112,500 345060
Murphylresigned) e ’ i I ’ e e
Executives
Fhiflip Clifford 152,600 . 13,088 13,688 . 185,008
Totals 20,407 060 . 13088 (2,296,901} . 17412,500 18,116,088

All equity transactions with key management personnei other than those arising from the exercise of
remurieration options have beern entered into under terms and conditions no more favourable than those the
sntity would have adopted if dealing at arm’s length.

g Loans to key management personnel
During the year there were no loans made between any key management personnel and the Company.

k Other transactions and balances with key management personnel
Purchases
During the year there were no purchases made between any key management persorinel and the Companiy.

Saies
During the year there were no sales made between any key management personnel and the Company.

Page 26



PepinNini Minerols Limited ABN 55 107 714 989

Notes to the Financial Statements

NOTE 20:KEY MANAGEMENT PERSONNEL DISCLOSURE(cont)
Investments
During the year there were no investments made between any key managemerit personnet and the Company..

Services

In the current reporting period Rank Geological Services Ply Lid received fees fotalling $154,296(2005:$183,315)
for re-imbursement of exploration costs and expenses and for the supply of office and computer facilities,
financiat administration, geclogical and techrical plan generation, administration and Company secretarial
services of Rebecca Hollarid-Kennedy. The services purchased are made unider normal terms and conditions. At
reporting date the amount of $12,132 remained payable, forming part of the balance of trade creditors.

I Amounts recognised at the reporting date in relation to other transactions

Assets and
liabilities 2006 2005

$ $

Current assetfs
Trade Receivables - -
MNon-Current assefs

Exploration Tensment
Irvesiment

Total assets - -

Current liabilities - -
Trade Creditors 12,132 5,734
Non-Current Liabilities

Total Liabiliies 12,132 5734

NOTE 21: SEGMENT REPORTING

Thie company operates in the Mineral Exploration Industry ini Australia.
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NOTE 22: FINANCIAL INSTRUMENTS

a Credit Risk

Thie credit risk on financiat assets of PepinNini Minierals Limited which hiave been recognised on the Balance Shest

is the carrying value.

b Interest Rate Risk

PepiriNini Minerals Limited's exposure to the effective interest rates on each class of finaricial instrument is set out

helow:

Fixed Interest Rate

Total carrying Weighted average

Financial instrument  Floating Interest Over1to5  Non-interest . o
9008 Rate 1 Year or less years bearing capacily as per effective interest
the Balance Sheet rate
$ $ $ $ $ %

Financial Assels
Cash 147 696 - - 5,000 152,696 3.8
Trade & other receivables - - - 36,476 36,476 n/a
At call deposits 1,271,065 - - - 1,271,085 5.4
Total Financial Assets 1,418,761 n n 41,476 1,460,237
Financiat Liabilities
Trade crediors - - - 79,751 79,751 nfa
Cther creditors - - - 27,328 27,328 nfa
;:ﬁfe - othe refated ; A . 12132 12132 nfa
Total Financial Liahilities - - - 119,241 119,211

Fixed Interest Rate

Total carrying Weighted average

Financial instrument  Floating Interest Over1to5  Non-interest . o
2608 Rate 1 Year or less years bearing capacily as per effective interest
the Balance Sheet rate
$ $ $ $ $ %

Financial Assels
Cash 776,670 - - 4,546 781,216 3.8
Trade & other recelvables - - - 74,564 74,964 n/a
Short term deposifs - 2,500,000 - - 2,500,000 58
Total Financial Assets 776,670 2,500,000 - 79,510 3,356,180
Financiat Liabilities
Trade creditors - - - 92,108 92,108 nfa
Cther creditors - - - 12,513 12,513 nfa
;’:iie;t;!e - ofher related i i X 5,734 5.734 a
Total Financizal Liahiities - - - 110,355 110,355

¢ Net fair values

All financial assets and ligbilities have been recogrised at the batance date at their net fair values.
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NOTE 23: SUBSEQUENT EVENTS

On 8" September, 2006 PepinNini Minerals Limited signed a Memorandum of Understanding with a Chiriese state
owned enterprise Sinosteel Corporation fo enter a sirategic afliance for the joint participation and co-operation in the
devetopment and operation of the Crocker Well anid Mt Victoria Uranium Deposits and othier commodities in the
Curnamoena Province of South Austratia.

Under the terms of the MOU PepinNird has granted Sinosteel an exclusivity period of 3 calendar months
{extendable fo 5 monihs) in order to permit the entry info legally binding documentation subject to such Austratian
and PRC Government and othier reguiatory approvals as may be required {including the approval of the Australian
FIRB). In consideration of the exclusive arranigement Sinosteel has made a non-refundable payment to PepinNini of
$A1.5 million and will make a further non-refundable payment of $A1 million if the pericd is extended. i the parties
do not enter the documentation by the end of the exclusivity period the non-refundable payments will be converted
into shares to be issued fo Sinosteel at $A0.50 per shars.

Sinosteel has also invested $A1.85 million for a placement of 3.3 million shares in PepinNini and became a
substantial sharehiolder of the Comparny on 18" September, 2006.

Subiject to appropriate legally binding agreemenits and government approvals, Sinostesl will pay PepinNini $A30.5
million for a 60% stake in the Curnamona Province project and tenements. In addition Sinosteel will contribute $AS
million exploration expenditure over a 2 year period for commoditias othier than uraniem. Subject to the successful
completion of & bankable feasibility study to develop the uranium prospects, Sinosteet shall enter into an offtake
agreement for 100% of the projected output on normal commercial ferms fo underpin an appropriate level of project
debt.
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NOTE 24: Impact of the adoption of Australian equivalents to international Financial Reporting Standards
(AIFRS)

Thie impacts of adopting Australian equivalents of international Financial Reporting Standards (AIFRS) on the
total equity and profiti{ioss} after tax as reported unider previous Australian Generally Accepted Accounting
Principais {AGAAPY} are iffusirated below:

30 Jun 2005 1 Jul 2004

Note
$ $
a. Reconciliation of total equity as presented under previous
AGAAP to that under AIFRS
Totat Equity under previous AGAAP 4,248,277 493,905
Adjustments to retained earnings
Recognition of share-based payment expense i (59,581} -
Adjustments to other reserves
Recognition of share based paymerit expense i 59,581
Total Equity under AIFRS 4,248,277 483,805
i,  AASB 2 Share-Based Paymenis requires recognition of the fair

value of options grarited o directors and employees on a pro-

rala basis over the vesting period with corresponding increase in

reserves. This adjustment therefore had no effect on total equity.

Share based payments were not recognised under previous

AGAAP. See also note (b i) below.

Not Year Ended
O 36 June 2005
$
b. Reconciliation of (loss) under previous AGAAP to that under
AIFRS

Prior period {loss) as reported uarider previous AGAAP {321,488)
Share based paymerit expanse i {59,681}
Prior period {loss) under AIFRS (381,068)

. Share Based payment costs are charged to the income
statement under AASE 2 Share Based Payments. Share Based
payment expenses were not recognised under previous AGAAP.
This hias caused an increase in loss for the previous year. See
note {a i} above.

¢. Reconciliation of cash flow statements

The adoption of AIFRS has not resulted in any material adjustments to
the cash flow statements
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DIRECTORS' DECLARATION
In accordance with a resolution of the directors of PepinNini Minerals Limited, | state that:

in the opinion of the directors:

a the financial statements and notes, as set out on pages 10 fo 28 are in accordance with the Corporations
Act 2001, including:

{iy complying with Accounting Standards and the Corporations Reguifations 2001, and

{i} giving a true and fair view of the financial position as at 30 June 2005 and of the performance for
the year ended on that date of the company and economic entity;

b There are reasonable grounds to believe that PepinNini Minerals Limited will be able to pay its debis as
and when they become due and payable.

The directors have been given the declarations by the chief executive officer for the financial year ended 30 June
2006 pursuant to section 28bA of the Corporations Act 2001.

This declaration is made in accordance with a resolution of the Board of Directors.

ﬂ Ll oA - Kipnegd

Rebecca Holland-Kennedy

Director

Dated this 28" Day of September 20086.
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Hwdimens Sdeisors
Girartesel dcpestanis

ndependent audit report to members of Pepiniing Minarals Limited
ABK Bk $0] T4 388

Sgopa
The finsnciad report and fhheotors responalbiify

The nangia) nepodt comprizes balance sheel, income statement, cash How sizgtement and the
shatement of changes in aguly, accompanying notes te the Snancial staterments and the directors’
dartaration for Papinfling Minerals Limited (e company), for e year endad 30 June 2008

The directors of the company are responsible for the prepsraon and trus and fair presentaiion of
the firanciat repard n asverdance with the Corporafions Aot 20E7. Tis ncludes respoansibilily for
the mainienance of adeqguale accounting records and infernal controis that ars designed to prevent
and debect Frawd and erar, and for the scoowniing paolicies and ascounting esiimates inberant in the
financial rapor.

At Approach

We sordecied an independent audit in ender to express an opinien o the members of the
company. Cur sudi was corducied in sccordmnce with Ausirelian Sudding ang Asstrancs
Stamdards, inorder o proavide reasonakle aszurance as bo winether fhe Snaneial report is fres of
material mizsistement. The nature of &n sudié i infuenced by factors such as the usa of
professivnal judy E1 tiwe testing, the mherent imiations of inernal cordrol, and ife
avaitability of persussive rather than comclusive evidencs. Therefore, an sidi ssnnot gusranies -
that af maiers! misstaterments have been detecled.

‘We pednrmed procsdures to azsess whether in 28 mistanal respects the finsncisl repor precsnis
fairky, in ancondance with the Sorporations Aot 2001, Accousnting Standards and: oiher mandatong
financiai meporiing requirsrmeants in Ausirelia. a wem which i consistent with our understanding of
the company's &nancial posifior and of i perfosmance as represented by the resulis of its
ooergiions and cash Do

We formed cur Sudl cainion on the bass of these procedures, which inziuded:

#  engmining, on a et basis, information o povide evidenses supporling the smoenis and
giscioeunes in the fnencial report, and

% peEessing e appropraiensess of the accoundiing policies and dischesures used and the
rezsonableness of significant suoouwnfing estmalies mads by Hie direclors.

Wie we considerad the efechivensss of nmznagement's infernal condrols over financial reporting

when detsrminiong the nsbure ang extent of our procedures, aur audit was nof desigred o prowide

ATSranes on infersl contrads

RE
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William Buck

Braivans Adeisery
Bliarieryd dinaunianis
Inidepierdesice

fn comducting our audit, we foliowed applcable independenca mouiramenis of Bugiralan
acocmunting efhical pronouncermenis and the Corporations Aot 2007,

Fugdik Dhpirsiony
I our cpirdan, the financiat report of Pepinfint Minerals Limited is i accordanos with:
% jhe Corporations Bcot 2001, including:
= EEWing A fnee and fai view of Pepinkin: Minersls Linmdtec's finencial position as at 30 Juns
203 and of thely performance %7 the wear ended on dikat date; snd
w  BOElyin wdtn Acoouniing Stendards in Sustralie and the Corperalions Regubations 2081,
i

witesr raandstony financial reporing reguirsments in Australia.

inkerent Uncertainty Regarding Exploration Expenditura
Withowt quasiiﬁc;afj'@n to the opinion expressed abawe, atteatien is drawn in the foflowing matters.

The Company is invaived with the condust of condinuing exploration and sxaluaiinn procedures in
grier to assess the exisience and econamic recoyershility of minerals in s ares of inderest. In
asoordance will the Company's aceouniing pobioy aulfined in Mote 1ib)k explorafion expendifure of
52,530,285 {30 Juns 2003 FRE0,158) hias been carried a5 & non current assef {refer Mote 8. The
recovary of these exploration coats & uncerizin s itis depandent wpon the successiuf
devefopment and exploifaticn, ar sale, of the ares of inferest,

Y i Fo.
ﬁ Ef o, ghmj( j‘“ R w.__,/? e
Wl Buek Simior Htﬁuzigﬁn .
Zharered Accountanis Pariner

Diated this 28™ day of September 2008,

Mefhourng, Sasstratiz
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