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LETTER FROMTHE CHAIRMAN

Dear Shareholder '

:".Aftez" orﬁy SEVER Mo Lhe on the boama of the ASX YoLIr. ccmpany has hr& the gmund running wnth L?w compieiion of Cvar, E OOO
- metres. of driing, three aeromagenetic / radionetric surveys and siream sediment and solt geochemistry surveys on vartous.of fis. B

The» Company’s foqus during this first year has been the Trillbar gold project where drilfing has expanded both the strile and depth
ext‘em of the core Boundary ringralisation. Recalcuiation of the, or“igmal FESOUICE ~ 314 OOOt P 22gf° goia - |s in r)r“c‘gress a5 ihls LT
report goes 10 print, with 'tho Boa.rd ammpaimg a sagnsﬁram upgrade : L - o

“The C Compary. has defined over 525 k| ometres, of prospective god -hos ng stmcmms at Tni bar wnh & number of associated gold
Canorralies awal ting drifl testing. The location of outcropping, hzgh 'srade goid mcnora,l 3aﬂon at \‘Iosieys awvi r\gm dls(:ovary, 50 attests

o th@ outstanamg potenﬂa of ihm tmd@r expiomd pmpe*ri)f

:'-_Ta.l STIEN'S. corlcep*f for Worifz class copper depmda in-a new mr\rane the» Hamwsley Basm, has. mcewed fonsm@rable lmpe*us.__
.__from the dlsm\rery of. fuﬂ_ﬁ@r Qutcmpp[ng hlgh grade copper mineralisation at Wonmuma, t‘og@thw w:ih the definition of Earge

s “lan K Macpherscn
-:':Chazrman L
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PROJECT REVIEW

Tenement Schedule

PROFECT COMMODITY TENEMENT AREA (Blocks) TALESMAN EQUITY GRANTED EXFIRY
TRELBAR s E52/1597 8 80%! 12/01/04 | HOLIGS
E52/1607 6 so% 28/06/04 2710610%
E52/1691 &l 80%: 16/02/08 5402714
MAITLAND s ES1/1006 34 80%! 24/07/06 23001
MOUNT JAMES Al E52/1685 I5 0%’ 0%/01/06 O5/0E
BUSTLERWELL s M52/800 933ha 809 Agoplication 24/02/03
ESZ/1547 3 80%* 30200 D300
WOINEIUNNA, Cu-Zn-Au-Ag / Fe E47/1137 &9 100% 29/08/02 28/08107
TCOM PRICE Cu-Zn-Au-Ag / Fe E47/1136 30 [0 20402403 | %0208
ABTICLINE Cu-Zn-Au-Ag / Fe E47/1194 56 [ 058" 13/12/02 | 2412407
E47/1 195 70 1009 13/12/02 | 2412407
E47/1196 70 [0 13/12/02 | 2412407
COPPER HILLS MNi-Cu-FGE /U E4572377 35 1009 3102 30410407
E4572378 35 |02 3102 30410407

Ll o

Joint Venture with Murchison Resources Pry Ltd (Murchison). Murchison free cartied to completion of bandkable feasibility stody.
Tabisman earning 0% from Giralia Resources NL.
JoineVenture with Adelaide Prospecting Pry Led {Adelaide). Adelaide free carried to compledon of bankable feasibility study.
Royalty Agreement with Forteseue Metals Group bed. Hidtonne iron ore produced payable to Talismarn.

Joine Venture with Western Platinum NE {WPKN) —WPN earning 70%.
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HIGHLIGHTS
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TALISMAN MINING LTB

GOLD PROJECTS

During the first year of operations as an ASXisted mineral explorer;
Talisrnan has maintained and enhanced its portfolio of gold projects in
the Gascoyne region, Western Australia, adding 2 fourth gold project at
Bustler\Well. Talisman has maintained #2 focus of defining and developing,
at the earfiest opportenity mineable pold resourcas in this region.
Talisman's arimary obiective has been, through targeted exploration,
1o eshance the value of the flagship Trifbar pold project in the Peald
Hill Goidfield. Results of this worlk have expanded both the strike
and depth extent of the Boundary deposit and confirmed the Winja
mineralisgtion, and preatly enhanced the potential for the definition of
further godd deposits in the project area.

Althouph the primary focus has been the Trifbar project, raselting in
lesser work on the other gold projects, targets have been defined at &l

of these areas for drill evaluation in the next reporting vear

TRILLBAK GOLD PROJECT
{Talisman Mining Ltd — B0%; Murchison Resources Pty Lud — 20%)

The Trillbar project encompasses a number of gold prospecis at various
stages of development, some of which have been defined by Tafisman
during the reporting yeas Talisman i apgpressively evaluating these
prospects whilst continuing exploration for new gold mineralisations

in the project area,

The known mineralisations and anomaies defined by Talisman and
previcus explorers are al various stages of developmeant from an existing
resource  (Boundary) and abandoned workings {Livingstone),
through reverse drcalation (RC) deill intercepts (Winja, Stanley)
and rotary air blast (RAB) / aircore saprolite geochemical ancmalies
{Mosleys. Jules, Hilliop, VHF. WW), 1o gold-in-scil anomalies

{Livingstones Find surrounds) (Figure {).
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Figure I: Trillbar Project « Gold Deposits and Prospects
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Boundary Prospect
;‘Ebgr:;’ ?:tir;g:;{sir?gsﬁegiémges &2 Completion of two reverse drculation {RC) drilling  campaigns,
brillhole Erom - To m git Au comprising 45 drillhcles for 3437 metres, has resulted in 2 substantial
TRC2 47 - 4% 3 £.96 broadening of the scope of the Boundary prospect (Figure 2). A third
Including 43 - 44 { 18.47 program comprising 23 dritholes for 2.4 14 metres has been completed
49 - 50 ! 103 althougts results are not yel available,
TRC4 54-55 I 123 . L . )
& - 58 2 | D& Prior to Talisrnan gaining titte 1o the project area, the Boundary
TRCE &l - &3 2 |84 prospect had an identified resource of 314,000t @ 2.2g/t gold as
TRCT 0. | |24 identified by previous explorers, RC drifling compileted by Talisman has
TRCE G-5 5 453 focused on expanding the strike and depth extents of the mineralisation,
Including O-1 i 11.58 both obiectives having been achieved,
I5- 16 | 155
TRCO 5. 17 3 | a7 Recalculation of the Boundary gold resource is currently in prograss, it
19 -25 & 307 is articipated that this recalcelation, 1o be available by October 2008,
TRCII l&- 17 | 772 will result in a substantial upgrade of the rescurce.
2025 5 2.5 y Y . .
TRETZ T I ¥ Significant drifl intercepts (=lgh goldy from the Talisman drilling
- s
31.138 4 7.73 campaigns are detailed inTable 1,
Including ‘333 zé 1 2‘?23 Previcus aexplorers had interprated the mineralisation 1o be largely
44 - 47 3 4.61
TRCI4 109 - | ]2(@0?}} 3 2,19 G R R TR e
TRCIS 27-33 6 517
Including 29 - 3t 2 10.45 4
TRCI7 |7 -20 3 |36
2529 4 51
TRCI8 57 -58 | |38
TRCIZ 30-34 4 |80 i
39 - 41 2 6.61
Including 4G - 41 { 10.45
TRC3G 7-8 | 233
TRC35 100 - 163 | |20
TRC37 104 - | 3%{ech) 35 |57 ¥
lncluding HIZ- 119 7 4.75
TRC43 M7 - 120 3 |07 _ i
| 25 _ | 29 (GO{}} 4 | 06 et ey Lita 28 SR AR VIR
TRC44 171 - |23 7 |8 Figure 3: Boundary Deposit « Drill Section 58750E
f\jé‘% %’”(;5&*2\ @f@é&’.&." f“%;mi X«"Ja?rﬁ{
4B B § Ly @:?ei‘-;ig;ﬂ:-m T S E S m‘ v B A &UJ
é‘(ﬁ?g Piigavn mg; a‘.mgxk-%:-m: O B i
s i “,?férf #igis “eiw
Figure 2: Boundary Gold Deposit « Longitudinal Section
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restricted 1o a supargene enriched ‘blanket’ between 0 and 60 metras
vertical with little potential for signficant extensions beyond that depth.
Talisman driling has subsecuently shown that whilst the supergene
‘blanket is underlain by & depletad zone, significant gold mineralisation
recursto gt ieast 100 metres vertical, rernainirg open at deoth {Fgure 3).
Recalcalation of the Boundary goid resource i currantly in orogress. [t
is anticipated that this recalcutation, 1o be available by October 2004,

will resglt in & substantial upgrade of the resource.

Winja Prospect

The Winja prospect, previously discovered by WHMC during the
course of reconnaissance drilfing for talc mineralisation, is situated on
a major fault paralel to. and | kifometre south of Boundary Unlike
Boundary. however; the Winja mineralisation is situated entirely within
metasediments of the Padbury Group The gold mineralisation i

associated with quartz veining within iowe-grade talc mineralisation,

The ariginal WHMC drilling. compriging a single RC drill traverse,

reported a number of low-grade (<05¢/t gokl) drill intercepts with a

best intercept of |12m {ech) @ 0.9/t pold, inchuding 2m €5 2.86pf gold

Two folow up RC drilf holes comaleted by Talieman, in the same drill

traverse returned a best intercept of 8m @ 22541 gold {Figure 4).

Initial drill evaluation of the “Winja arospect has indicated a robust

gold mineralised gystem with ore-grade and width intercepts. The

Rk FEURIRE SRR b e

bk il el

Figure 4:Winja Prospect « Drili Section 5789757E

rineralisation remains open to both the east and wast and at depth.

Further follow up RC driling (15 drithcles for 10%8m) has been

completed although results are not available at the time of writing,

Reconnaissance

Atacal prospector has recently reported locating a number of small
gold slugs’in two areas on the Company’s leases, designated Mosley’s
and jules (Figura |

Actotal of approximately 22 oze of gold was reported recovered both
from metal detecting and, at Mogley's, doliving of ferruginous rock

fioat,

These virgin discoveries are considered 1o be very significant with
potential for the definition of substantial gold mineralisation.
Reconnaissance RAB [ aircore drifiing to weathered bedrock (saprolie)
has been completed over a strike of 5,600 metres 1o the west of
Boundary iFigure |}, Resslts of this drifling are not avaitable at the time
of writing.

The remaining gold praspects defined by previous explorers at Milltop,
VHF WW anc Stanley. topsther with the abandoned workings and
associated gold-in-soil anomalies at Livingstone, rernain untested by
Talisman. These poorly tested prospects offer gocd potential for the
definiticn of further gold resources with drill evaluation to commence
in the next yearn

Aeromagnetic data has clearly defined the host structures associated
with the kaown rrineralisations and gold anomalies. These structures
axtend for a combined strilke of over 75 kilometres through the project
tenements, exclusive of connecting splay faufts and smaller structures,
Much of this combined strike length is beneath cover and remains

untasted,

The clear assonation of the fault structures with gold mineralisation
is unaquivocal and offers considerable aotential for the discovery of
further gold deposits in the project area,

Aninterpreted paralled fault structure nears the southern margin of the
Frillbar Belt also has significant potenitial to host gold mineralisation.
Mo orevious evaluation of this 25 kilometres strike length structure has

been completed.

TRILLBAR: 2006 - 2007 Objectives

¢ ‘Diritling out’ of Boundary gold deposit and calculation of a final JORCcompliont gold resource

¢ Lontinuation of resource drifling at Winja prospect

¢ Initial RC drill testing and follow up resource drifling ot RAB | gircore and soil anomalies

¢ Definktion of further gold targets associated with host structures by soif geochemistry and

RAB | aircore saprofite geochemistry
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MAFTLAND GOLD PROJECT
{Talisman Mining Ltd — B0%,; Murchison Resources Pty Ltd — 20%}

The Masiand project encompasses all of the Mount Maitland preenstone belt
on the northern margin of the Yilgarn craton. Although the gresnstone belt
comprises similar lithological sutes to the highly pold productive greenstones
further south at Meekatharra, Mount Magnet and Cue, pravious explorglion
in this area has been comparatively minimal,

Althouph the project area encompasses two areas of historic gold workings,
Talismans primary targsts remain the Modawerrie BF and the Jacia

prospect,

Mudawerrie BIF

The Mudawersie BIF (Banded Iron Formation), situated near the eastern
margin of the preenstone belt was identified by Talisman as being
prospective for gold mineralisation on gaining tile to the project ares with
outcrop samples reporting up to 404 gt gald,

Althouph cutcron of the BIF is discontinuous, seromagnetic data obtained for
Talisman, coupled with w0l geachemistry, indicates that the BIF is contiruous
beneath shaflow cover (Fpure 5% Furthermore, the aeromagnetic servey
has extended the strike of the BiF a further & kilometres to the north under
cover, for a total strike of approximately 18 kilometnes.

Soil geochemistry has been completed on 200m x 40m centres over an
B000m: strike length of the projected Mudawerrie BIE Although full results
have not yvet been received, initéal results have indicated strong gold-in-soi
anomalism o 31 pob gold over a background of [ppb.

Jacia

The Jacia prospedt, discoversd by previous explorers, is siuated on the
westarn flank of the greenstone belt and has beean traced in outcrop over a
strike fength of approximately 1800 metres The prospect has been reported
to cortain up 1o 8.2 ght gold, 290 g/t silver; 1.55% copper and 8.99% lead.
The base metal - sitver — gold signature of the oulcrop samples indicates
a possible assooztion with Golden Grove-type wolcanogenic massive
suiphides,

Talisman has completed soil peochemistey on 200m x 40m centres over

a 3000m strike length of the [agz orospect. Results of this work are not

available at the time of writing.

TYREERT
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Figure 5:
Meitland Project « Aeromagnetics and Gold Prospects

Mudawerrie BIF Outcrop

PABITLAND: 2006 - 2007 Objectives

¢ First poss RC drill evoluation of Mudawerrie BIF and Jacia gold « in soil anomalies and Maitland

Seuth gold workings

¢ Completion of soil geochemistry over the remainder of the Mudowerrie BIF

*  Lommencement of resource drilfing (Mudawerrie BIF, faclo, Moitlond South)
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MOUNT JAMES PROJECT
{Giralia Resources NL - 100%, Talisman Mining Ltd earning 60%)

The Mount James project. comgprising three defined prospects {West
Point. Fishtail, Clever Mary} over 8 kilometres of sirike, remaing
a significant goid targel for Talkisman, albeit that no feld aciivities were

completed during the reporting seriod,

Althouph orevious exploration had intersected primarily low-grade
mineralisztion, although over considerable strikes and widthe, the
project remaing & target for moderate tonnage, high-grade gold
mineralisation, similar to that defined at the nearty Glenburgh and

Eparton gold deposits,

Work during the year was restricted to collation of all exploration and
drif data obtained by previous explorars This work has bath confirmed
the exploration moded used by Talisrman and has provided targets for
follow up drill enaluation.

Detaled evaluation of the ore-existing exploration data has ako
confirmed the strong association of pold mineralisation with shear
zones at the marging of elongate amphibolies, As these amphibolites
possass a comparatively higher magnetic susceptibility than the fanking
schists, the Company has cornmissioned & detailed asromagnetic survey
for completion in fate 2006, B 5 anticipated that data from this survey

will provide further targsts for foliow up drifl evaluation next vean

MOUNT JAMES: 2006 - 2007 Objectives

»  Completion of soil geochemistry over West Point - Fishitall - Clever Mary mineralised frend

»  Completion of deteiled eeromagnetic survey to define structural targets

»  Firstposs RO drifl evaluation of gold - in « so#f anomaties and | or veromagnetic-defined structural targets

BUSTLERWELL PROJECY
{Talisman Mining Ltd — 80%; Adelside Prospecting Pty Ltd — 20%)

An 80% equity in the BustierWell project was acqeired in January, 2006,
with Adefaide Prospecting Pty Ltd free carried at 20% equity through
1o completion of a bankable feasibility study

Equity in the Bustler Well project was acouived on the basis that the
cortained gold mineralisation: is possibly a strike extension, or repstition,
of the Mot [ames mineralisation approximately 10 kilometres to the
southwest, Pravious explorers' drilf intercepts at Bustler Well have
inclesced T €8 37 4t gold, 2m 48 F08g/ gold, 3m @ 7620/ gold and
3mgn 7 gl gold

Any gold resources defined at Bustler Well would supplement gold
resources that may be defined at Mount lames.

Cring the vear Talisman completed pridded soll geochemistry over
the small, abandoned Bustler Well gold warkings and projected striks
axtensions of the mineralised lode, Results of this survey were not

available at the time of writing,

Talisman has also commissionad completion: of an zeromagnetic survey,

contiguous with that planned for Mount James, o orovide additional

targeting information for fcllow up in the succeeding year

BUSTLER WELL: 2006 ~ 2007 Objectives

«  Completion of detaifed aeromagnetic survey to define structural targets

¢ First pass RC drill evaluation of gold - in - soil anomalies and | or geromagnetic-defined structural

targets




ANNUAL REPGRY 2604

COPPER - ZINC - GOLD - SILVER PROJECTS

Talisman has (00% equity in three project areas; Wonmunna,
Tom Price, and Anticline, which collectively comprise the |eerinah
Copper - Zinc - Gold - Sikver orogect in the Hamersley Basin, Vwestern

Austrafia,

lnitiated as a conceptual model for base and precious metal

mineralisation  in sediment-hosted  massive  sulphides.  activitias
completad during the first year have both confirmed and enhancad
the potential of the model Whilst this suiphide potential remaing a
valid exploration target, re-evaluation of shallow drilling completed by
Westarn Mining Corporstion Ltd {WMC) in the pericd [969-1975,
together with surface sampling cornpleted by Talisman, has re-locussed
the exploration effort on the potential for neassurface axide copper

----- {zing - gokd - sibvery mineralisation.

The reconnaisance shallow drilling previously complsted by WHMC
returned significant, ore-grade drill intercepis within the existing
Talisman project tenements and in adjacent areas underlain by the
target |eerinah Formation sulphidic black shales. Peak WHMC drill
intercepts, alf within the oxide zone within 30 metres of the surface,
incleded 10.7m @ 34% copper (Waonmunna) and narrower intercepts
to 3.2/t gold {Tom Price), | 240wt silver {east of Anticling), and 124 zine
{Wonmunna).

Crdde copper mineralisation amenabie to 5XC-EW (Solvent Extraction
----- Electre-VWinning). with accompanying base and precious metals that
might also be extracted, is the primary exploration target for the
|eerinah project areas Work wil however be completed to continue

assessment of the potential for deeper suiphide ores.

WONMUNKNS PROJECT
{Talisman Mining Ltd — 100%)

The Wonmunrna project area, 70 kilometres northwest of Mewman

on the Great Northern Highway & the most advanced of the
lesrinah projects with previous reconnaissance drilling and costeaning
completed by WIMT, and stream. soi and rock geochemistry completed
by Talisrman together with a detailed aercrnagnetic / radiometric survey
and rited reconnaissance drifiing.

A number of oxide copper occurrences, comprising predominantly
maiachite and cuprite, were defined by WMC by costeaning andfor
drifiing, and several further occurranceas have been located by Tafisman

through surface srospecting

Cther than the known prospects, stream sediment geachermistey
completed by the Company has indicated large areas of strong
copper anoralism, some of which are spatially assocated with the
known prospects but many of which have no association with knowrn
mineralisation {Figure &),

Follow up gridded soil geochemistry at the Bull and Sleepy Hollow
prospects has defined strong copoer-in-soil anormalies, usually with
coincident anomalous zing, gold and silver (Figure 7). Samples wers
coliected of minus 2mmn soils at intervals of 40 metres on 200 metre

Spaced traversas.

At the Bull prospect, the defined copperin-scil anomaly ocours along
strike to the east from shaliow oxide copper mineralisstion previously
located by Western Mining Corporation (WMC) (1989-1975) in
costeans and shaliow drifholes. and continues to the east for (700
metres, remaining open in tHat direction, and over widths from 40 to
200 metres. Copper recorded resufis 1o | 86 ppm. over a background
of <200opm, coinddent with strongly anomalous zinc 1o 1221 opm,

gold to 80 ppb and silver to F.8opm. It is espedially significant to note

that the original WMC mineralisation &t Boll s situated along striks

from but external to the soil geochernical anomaly,
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Figure &6:Wonmunna Project — Stream Sediment Geochemistry and Copper Prospects
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At the Steepy Mollow prospect. the defined copperin-soif anomalies
are contiguous with, and define strike extensions of, near surface
oxide copper mineralisation previously located by WIMT in costeans
and shaliow drittholes. The soill coppsar anomalies have been definad
intermittently over a total strilke in excess of 800 metres, remaining
open to both the east and wast, with copper reporting to 940ppm with
coincident zinc to 3073ppm, gold to 20pob and silver to | Spom.

The large soil geochemical anomalies defineated at Bull and Sleepy
Hollow indicate good potential for the delineation of & substantial,
near surface, oxide copperzinc-gold-silver resource. The proximity

to a major transport route, the MNewrran

Fort Hedland Highway
passing through Bull and within | kilormetra north of Sleepy Hollow,

bodes well for rapid evaluation and exploitation of any resource that

might be proved. Similarty, other copper prospects previously locatad

or indicated by the stream sediment geochemistry offer excelent
potential for delineation of a largs resource base over and above what

may be defined at Bull and Slsepy Holow.

Talisman has vet 1o complete drifl evaluation of any of the prospects,

other than Schwanny's where two shaliow dritholes were sited

1o test beneath outcropping malach#te minerakcation. Drilling was

‘cppartunistic’, wtilizing & drilfing rig on-site completing reconnaissance
iron are drilling for Poondano Exploration Pty Ltd {Foondzano). This
produced a best intercept of 5 m @ 0.53% copper and 0.28% zinc
from surface.

iron Ore

Aniaitial program of reconmaissance driling completed by Foondano
during the vyear intersected praviously unlnown and  untasted
channed iron depesits (CID) in the cantre of the project area The
CID were reported to be up to |2 metres thick with assays op to
4m @ 56.2% iron.

This level of concentration is at the lower end of the saleable range for

CID-type iron ores,

A second program of reconnaissance drilling by Foondano reported
drilt intercepts of significant orimary ircn ore mineralisation associated
with the Marra Mamtba fron Formation, beneath the CID: Six drifholes
over an area of approximately 1.5 % 0.5 kilometres averaged 58.8% iron
over [5.7 metres with 3 bast intercept of 6m @ 62.9% iron These
results, topether with ilica, alumina and phosphorus, are comparable
with current specifications of Filbara iron ores. The mineralisation s
considerad to be similar to the West Angelas and Marandoo ron ore

denosits.
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Figure 7: Wonmunna Prospect — Bull { Sleepy Hollow Soil Geochemistry
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WONPAUNNA: 2006 ~ 2007 Objectives

= First pass RC drill evaluation of Bull and Sleepy Hollow soil geochemical anomalies
= Gridded soil geochemistry coverage of known copper prospects and stream sediment anomalous areas
5 Follow up RC drill evaluation and commencement of resource drifling

TOM PRICE PROJIECTY
{Talisman Mining Ltd — 100%)

The Tom Price project area, incated immediately adjacent to the
township of Tom Price and associated ison ore mine, is simifar in both
geology and exploration history to the Wonmunna oroiect area and
therefore containg similar potential for both sulohide and axide base
and precious metal ores,

WIMC (1969 - 1975) completed 201 rotary drilholes averaging <5

metres depth and defined widespread copper, zing, gold and sver

anomalism 1o [.35%, 0.68%, 3.2/t and 420g/1 respectively Other than

gold, which was not agsayved by WHMC at Wonmunna, these results are

comparable to those from the sister project.

Exploration completed by Tafisman during the vear comprised
completion of a strearmn sediment geochermistry servey (Figure 8). This
work has delineatad areas of strong copper anomalism with attendarst
gold and zinc anomafism. This anomalism, associated with underlying
|eerinah Formation sulphidic black shales, is predominantly assodatad

with the northern mb of the Turner Syncline and the eastern fold

closure of this structura. This anomalism is also coincident with the area

presiously drilied by WM from which numerous highly anomaloss

Figure 8: Tom Price Project « Stream Sediment
coppar gold and silver intercepts were repostasd, Geochemistry

ROM ORE

{Royzlty Agreament with Fortescue Metals Group Ltd}

Fortescue Metals Group (FMG) has completed collation of pre-
existing iron ore exploration data. No field work of significance has

been completad.

FOM PRICE: 2006 « 2007 Objectives
¢ First pass RO drill evaluation of WMC deill intercept (3. 2glt gold, 420g/¢ silver, 0. 15% copper}
¢ Gridded soil peochemistry coverage of stream sediment anomalous oreas

¢ Follow up RC drilt evaluation and commencement of resource drifling
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ANTICLINE PROJECT
{Talisman Mining Ltd — 100%)

The Argickne project comprises a large area of sulphidic black shales of
the |eerinah Formation and has potential for both suiphide and oxide
base and precious metals mineralisation, similar to that indicated at
Wonmunna and Tom Price.

No work was completed on the aroiect during the year other than

SIS capture of historic WM soll geochemistey and GSWA stream
sediment, geochernistry data.

RGN ORE

(Royalty Agreement with Fortascue Metals Group Led)

Fortescue ™Metals Group (FMG) has completed collation of pra-

axisting iron ore exploration data. No feld work of significance has

been completed.

ANTHILINE: 2006 ~ 2007 Objectives

v Detailed stream sediment geochemistry of entive project areg

»  Gridded soll geochemistry coverage of stream sediment anomalous areas

*  First poss RAB | Aircore drill evaluation of sofl geochemical enomalies

Sleepy Mollow East « Wonmunna Gossan

MNICKEL - COPPER - PGE /| URANIUM PROJECT

COPPER HILLS PROJECT

{Talisman Mining Ltd — 100%; Wastern Platinum NL earning 70%)
Sguated in the highly prospective Rudall Complex in the Great Sandy
Desert, this project i operated by Westarn Platinum BL {WPR), 2
wholly owned subsidiary of Wastern Areas NL, with WP sole funding

exploration 1o earn a 70% equity in the tenements.

PGE mineralisation

Although primarily targeting nicksl — copoer
associated with an interpreted laysred mafic intrusive complex,
WWEN has reported potential for uraniur mineralisations through
identification of radiometric anomalies derived from re-interpretation
of a pre-axisting radiometric survey No significant follow ug field work

has been completad.
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CORPORATE GOVERNANCE

RTRODUCTHON
Talisrnan Mining Limited ("Company') has adogted systerns of control and accountability as the basis for the administration of Carporate

Governance. Some of these oolicies and procaduras are summarised below.,

The following additicnal information about the Company's Corporate Governance practices is set out
on the Company's website at wwwialismanmining com.au;

. Board and Management Responsibilities
. Board Compasition

. Dhirectars Coede of Conduct

. lngeerity n Financial Reporting

. Corporate Disclosure

. Shareholder Rights

. Rick Management.

. Board and Management Performance

. Femuneration

. Stekeholders - Corporate Code of Conduct.

Explanations for departuras from Best Practice Recommendations

Ciuring the Reporting Period the Company has complied with each of the Ten Essential Corporate Governance Princigles and the corresponding
Best Practice Recomsnendations, which can be foond at the ASX Corporate Governance Council's websile wwiwasx.Com.au/suparvision/
governznce/ndex htm, other than in relation 1o the matters specified bealow.

Principle Ref | BPR Ref | Motification of Departure Exptanation for Departure

2 24 There is no nomination committae, The duties usually performed by a nomination commitiee are
carried out by the ull Board.

4 4.3 The audit committee comprises 2 members. | The Board considers, given the Company's sresent structune,
the 2 member committes i€ able to carry Out & Dropear review
PrOCess,

TERM OF OFFICE OF BEACH DIRECTYOR

MName Date of Appointment
lan Macpherson 10 Seprermber 2002
Michael Hannington 5 fuly 2005

Steven Elliott I August 1997

STATEMENT CONCERNING AVAILABILIYY OF INDEPENDERNT PROFESSIONAL ADVICE
Independent Professional Advice
If a director considers it necessary to obtain independent professional advice to properly discharge the responsibifity of histher office as a director

then, provided the director first obstaing approval for incurring such expense from the Chairman, the Company will pay the reasonable expenses
associated with obtaining such advice,

MAMES OF NOMINATION COMMITTEE MEMBERS AND THEIR ATTEMNDANCE AT COMMITTEE MEETINGS

MNormination Committes responsibiiities are carried out by the full board. The following table identifies directors who attended board meetings
where nomination comrities issues would be considered. Mo nomination commitles issues were discussed during the year:

MName No. of meetings where nomination committee issues were considered MNa. of relevant meetings attended
lan Macpherson Nl nfa
Michael Hannington Nl nfa
Steven Elliott Nl afa

MAMES AND QGUALIFICATIONS OF AUDIY COMMITTEE MEMBER

Mr Hannington (Chairman) and Mr Macpherson are members of the audit committes. The Audit Committee was formed on |4 October 2005,
pricr to isting o the ASX

Mr Hannington has |3 vears exparience in the minerzls industry and iz a qualified scliciton Mr Macphersen has 27 years experience as an
accoustant,

During the Reparting Pericd the Audit Committes held no mestings,
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CORPORATE GOVERNANCE (cont...}

COMFIRMATION WHETHER PERFORMANCE EVALUATION OF THE BOARD AND I'TS MEMBERS HAVE TAKEN
PLACE AMD HOW CONDUCTTED

Frior to listing on the ASX 25 Novernber 2005, during the reperting pericd, an evaluation of the Board and its members was carried out. The
evaluation process comprised the Chairperson faciitating open discussions of the Board's perlormance over the financial year highlighting strengths
and weaknesses.

COMPANY'S REMUNERATION POLICIES

Mr Macpherson as a non-executive chairman and Mr Hannington as non-executive director receive directors fees of $40,000 and $25.000
respectively, per annum.

Mr Efictt recewed a fixed salary for the executive services provided 1o the Company. Details are set out on note 4 of this Annual Report.

Remuneration ievels for executives are set to attract the most qualified and experienced candidates, taking into account pravailing market
conditions and individual's experience and gualfications,

Each of the non-executive directors recelves a fixed fee for their services as directors There is no direct ink between remuneration paid to any of
the directors and corporate performance such as bonus payments for achisvernent of certain key performance indicators,

MAMES OF REMUNERATION COMMITTEE MEMBERS AND THEIR ATTENDANMCE AT COMMITTEE MEETINGS

Femuneration Cormmittee responsibilities are carried ot by Mr Macpherson (Chairman) and Mr Hannington. There have been no remuneration
committee meetings since the formation of the committes on 14 October 2605, prior to listing on the ASX

EXISTEMNCE ANDTERMSE OF ANY SCHEMES FOR RETIREMENT BENEFIYS FOR NON-EXECUTIVE DIRECTORS

Thera are no termination and retirgment banefits for non-executive directors,
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DIRECTORS’ REPORT

The directors of Talisman Mining Ut submit herewith the annual financial report of the company for the financial year ended 30 june 2004, in order
1o comply with the provisions of the Corporations Act 2001, the directors report as follows:

The names and particulars of the directors of the company during or sinca the end of the financial year are:

. lars Macoherson

. Michasl Hannington
. Steve Ellott

. Anthony Kierman

. Stephen Denn

Directors have baan in office since the start of the financial year 1o date, except as foliows:

. Michael Hannington - appoirted 5 [uly 2005
. Anthony Keirman - resigned 5 |uly 2005
. Stephan Denn - resignad 5 udy 2005

INFORMATION O DIRECTORS

lan Macpherson B.Comm CA
MNon-Executive Choirman

Mr Macpherson is a graduate from the University of Western Austrafia with a Bachelor of Commerce in 1977, He commenced his career in
commerce inx 978 prior to entering the Chartered Accounting profession. My Macphersen was admitted as a partner of the firm that became
known as KMG Hungerfords in 1986, having built up & specialist practice in the provision of corporate and financial advice 1o the mining and minersal
exploration industry. In 1987 the firm merged with Arthur Andersen & Co.

ley $990 My Macpherson resigned from the partnership of Arthur Andersen & Co to establish Ord Partners, Mr Macpherson has specialised
in the area of corporate advice with a particular emphasis on capital structuring, equity and <ebt raising, Corporate Affairs and Stock Exchange
compliance procedures for public companies, both mining and industrial. He has acted in the role of director and company secretary for a number
of his clents and has been involved in numerous asset acquisition and disposal engagements involving the areparation of detailed Informaticn
Memorandum, pre-acquisition review and Independent Reports. He is currently non-executive Chairman of Visiomed Group Limited and norn-
execUtive director of Mavigator Resaurces Limited.

Me Magpherson is an Associate Member of the Institute of Chartered Accountants in Australia and past member, Executive Council of the
Association of Mining Exploration Companies {WA) Inc.

During the past three (3) yvears Mr Macpherson has held directorshing in the foilowing other listed companies:

Company Appointed Resigned
Helix Resources Limited 26 Aupust 1985 | December 2004
Wisiomed Group Limited 27 by 1995 Current

Preston Resources Limited

9 March 2004

27 Naovember 2004

Navipator Rescurcas Limited

3 July 2003

Currerit

Procings Metals Aostralia Limited

3 March 2004

3 Febroary 2004

Steven ] Elliott (BAppSci, MAusIMM)
Monaping Director

Steven has over twenty five years experience in mineral exploration throughout Australia, Steven graduated from the West Australian Institute of
Technoiogy {Curtin University) with a B5¢ in Geology in 19800
Steven commenced his career with Swan Resources Ltd exploring for diamonds and subsequently slatinam throughout Agstralia. This was followed

by an interval as a consulting and contract geologist to varicus mineral explorers. He was a founding Director of Helix Resources N in 1985 and
subsequently Director of Exaloration for twelse years, leaving in 1997 1o establish Talisman Minirg £2d,

Steven has broad experience in conceptual geclogy project generation and exploration for a variety of commaodities in a broad spectrum
of geclogical terranes. He was instrumental in the discovery of a new type of platinum mineralisation at Fifield in New South Wales and was
respoensible for the discovery of gold mineralisation at Glenburgh in the Gascoyne region in a geclogical environment sreviously considered to be
largaly unprospective. Mr Elliott has studied and visited wvarious mineral deposits in Africa and Marth America,

Steven is a member of the Australian lnstitute of Mining and Metallurgy.

Steven has not held directorships in ather listed companies in the last 3 years,
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DIRECTORS' REPORT (cont...}

Michael A] Hannington B.Sc.,£LB
Non-Executive Director foppointed 5 fuly 2005)

Michael is a graduate from Certin University with a Bachelor of Applied Science in Geophysics. He has 10 vears experience as a gecohysicist in
Austrafia, Canada and the USA.

Michael has experience exploring for pold and base metal deposits throuphout Australia and North America, be has been invobved in mining
projects from regional exploration to discovery and prodaction.

Michael has recently been admitted as a barrister and soliciter of the Supreme Court of WA after completing a Bachelor of Law in 2002, He is
currently emploved as a lawyver for @ magor mining company. As a lawyen Michael provides a rare combination of technical geclogical expertize
with a commercial focus on developing orofitable mines.

Michael 5 a member of the Australian Society of Exploration Geophysicists, the Australian Mining and Petrolesm Law Association and the
Austratian Corporate Lawyars Association,

Michasl has nat held directorships i isted companies in the last 3 years,
Company Secretary

Lioyd A Flint B.Acc, CA, MBA, F Fin.
Company Secretary

Lioyd is a qualified Chartered Accountant and has 20 years experience in the provision of financial services and corporate advice. He helds similar
secretarial rodes in various other listed and unlisted public companies.

PRINCIPAL ACTIVITIES

The principal activity of Talisman Mining Ltd i exploring for gold and base metals.

CHANGES N STATE OF AFFAIRS

During the financial vear there was no significant change in the state of affairs of the Company cther than that referred to in the finandaal
statements or notes thereto.

SUBSEQUENT EVENTS

On 19 September 2006 the Company announced 1o the ASK # had entered info an agreement with RM Cagital Pty Lid to manage the placement
of 7000000 ardinary fully paid shares to be issued at [6 cants. In addition the Company announced & pro rata issue of [2.26m 2010 options 1o
existing shareholders at | cent each. The placement and ootion issue will raise a total of $1.24m before costs.

The fee payable includes the issue of up 1o 4.2m 2040 ootions on successful completion of the slacement,

Thera has not been any matter or circemstance other than that stated zbove or referred to in the financizl staternents or notes thereto, that has
arises since the end of the financial year that has significantly affected, or may significantly affect the operations of the Company. the results of those
operations. or the state of affairs of the Compzny in fiture financial years.

FUTURE DEVELOPMENTS
Giisclosure of information regarding likely developmenits in the operations of the Compary in futsre financial years and the expecied results of
those operations i likely fo result in unreasonable prejudice to the Company. Accordingdy this information hag not been discloged in this report.

EMVIRONMENTAL REGULATIONS

The Company's cparations are subject 1o significant environmental reguiations ender both Commonwealth and State legislation. The Board
believes that the Comipany has adequate systems in place for the managerent of its enwvironmental regulations and is not aware of any breach of
those envirenmeantal requirements as they apply 1o the Compary:

DIVIDERMDS

Mo amounts were paid or declared by way of dividend by the Company. The Directors do not recommend payment. of a dividend in respect of
the financiat vear endad 30 juns 2006,

SHARE OPTIONS

Share options granted to directors and executives

During and since the end of the financial vear no share options were grantad to the directors of the company:
Share options on issue at year end or exercised during the year

Details of unissued shares or interests under option are;
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Issuing entity

Number of shares
under option

Class of shares

Exercise price of
option

Expiry date of options

Taligman Miring Ltd

3500000

25 cents

Oredinary 30 June 2008

The holders of such options do not have the right, by virtue of the option, to participate in any share issue or ingerest issue of any other body
corporate or registered scheme,

Mo shares or interests wers issued during the financial year as a result of exercise of any options,

INDEMPMIFICATION OF OFFICERS ARND AUDITORS

The Company has entered into Deeds of Insurance, Indemnity and Access with each of the Directors under which the Company agrees to
indemnily the Directors against certain liabilities incurred by the Directors while acting as Director of the Compary, and 1o insure the Chirectors
apainst certain risks 1o which the Divectors are exposed to ag a Director of the Corpany:

DIRECTORS' MEETINGS

The following table sets out the number of directors’ meetings (including meetings of committees of directars) held during the financdial vear and
the number of meetings attended by each director {(while they were a director or committee member). During the financial year, eleven board
meetings were heid. Mo nomination and remuneration committee meetings and no audit commitiee mestings were held during the period from
admission 1o the Austrafian Stock Exchange on 23 Novernber 2005 to date of this report.

Board of directors Nomination & remuneration Audit committee
committee
Directors Hetd Attended Held Attended Held Attended
lan Macpherson Il i N Nl
Michasl Hannington [ 9 =H Nl
Stewe Ellott Il il S Il
Anthony Kiernan | - MNfa MNifa
Stephen Denn | - MNfa MNifa

The direciors also passed 6 circslar resolutions,

BIRECTORS SHAREHOLDINGS

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

Directors Shares Options
lan Macpherson 800,000 -
Michael Hannington 300,000 -
Steve Elliott 5000002 3900000

REMUNERATION REPORT
Remuneration policy for directors and executives

The Board is responsible for establishing remuneration packages applicable to the Beard members of the Company The polcy adopted by
the Board is to ensure that remuneration properly reflects an individual's duties and responsibilities and that remuneration is competitive in
attracting, retaining and motivating pecple of the highest calibre.

Dhirectors’ remuneration packages are also assessed in the light of the condition of markets within which the Company operates, the Company's
firancial condition and the individuals contribotion to the achievement of corperate objectives,

Director and executive details
The directors of Talisman Minirg Ltd during the year wers:
lany Macpherson
Michael Hannington
Steve Elfott
Anthony Kiarnan
Stephen Denn

There were no specified execotives of Talisrman Mining Ltd during the vear.
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DIRECTORS' REPORT (cont...}

Elements of director and executive remuneration
Rerruneration packages corgain the following key elements:
g)  Primary benefits (being salary, feeg, bonus and non monetary benefits)
by Fost-employment benefits (being superannuation)
o) Equity (being share options granted)
dy  Other benefits

The following table discloses the remuneration of the directors of the comparny

Primary Post-employment Equity
Safary & Bonus Non- Super- Prescribed Other Options | Insurance TFotal
fees monetary | annuation | benefits Other
benefits
2006 % % $ $ $ ] $ $ $
lan Macpherson 19,055 - - - - - - 5535 24590
Michael Hannington 15,034 - - HELE: - - - 5535 22,377
Steven Elliott 6620 - - 5958 - - - 9,637 81,796
Total (00220 - - 734 - - - 21,507 129,308

Options issued te directors and executives
MNo options were granted, exercised or lapsed during the vear

PROCEEDINGS ON BEMHALF OF THE COMPANY

MNo person has applied for lsave of Court 1o bring proceedings on behalf of the Company or intervena in any proceedings to which the Company
is & party The Company was not party to any proceedings during the year

AUDTTOR'S INDEPEMNDENCE DECLARATION

A copy of the auditor's independence dedlaration as required under Section 307C of the Corporations Act 2001 iz get out on page 19.The auditor
has not provided any non-audit services to the Company during the vear cther than an associated company charging $4.535 for the preparation
of an Independent Accountants report. The directars of Talisman consider that no conflict of interest arose from providing this service.

Sgmed in accordance with a resolution of the directors made purstant to $298(2) of the Corporations Act 2001,

On behalf of the Directors

Director

Ferth, 21 September 2006
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INDEPEMNDENCE DECLARATION
TOTHE DIRECTORS OFTALISMAN MINING LTD

fgf i’::j? mf E::ﬁg“] g EEW; ggﬁgf‘“f‘ L

gt

[ R -

21 Beplamber 2000 -

Board of Directnn
Taliseran Mining L
et 2

&7 Colir Siresl

WEST PERTH WA BO05

Disar Sirs
HE:  TALISMAN MINING LTD

I sneordancs with seclion 30702 of the Corporations Aot 2007, Fam pleased o grovide
the fliowing declaration of independence o the directors of Talisman Mining L,

g Badit Dirselor for the godit of the f%rz;amié% shatemerits of Talisran Mining Lid for the

year ended 30 June 2008, ) deciare thak to fhe best of my knowledge and belief, thers-
Fuswe beztsrn i Soriiavantions of;

iy the adior independencs requirements of the Corporations At 2001 in refation to
thoes sacils sk

{iy  Any applicabie code of professionst eonduct i relation f the aedit
ours sinosrely

STANTONS INTERNATIONAL

{Authorised Audit Company)

Iy

John Yan Dieren
Lrector
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INDEPEMNDENT AUDIT REPORT TOTHE MEMBERS OF TALISMARN MINING LTD

INDEFENDENT AUDIT REPORT
TOHTHE MEMBERS OF
TALISAMAN MINING LTD
SOOHE
Thae financial rapert and diractors” responsibility

The financisl report comprises the balance sheel, income stalement, ststemant of
changes In sauily and stadement of cesh-fiows, accompanying notes T the Tnanoil

sipterments, and e directors’ declaration for Talisman Mining L the Company for the
iy snded 30 Jigne SO0E

mmleaﬁa m;ﬁ ammmﬁng ﬁ%timtﬁﬁ émhmam i Eha fm&maag regmrt

At sipprasch

We condusted gn indepandent guadit in order 10 sxpress an apinion o the members of the
Caorapady, Our godit was conduchad in sooordssmes with Austrsian Auditing Standands in
arder to provide reasonabis assursncs 25 o whether the financial report B Tree of
mmanm msmﬁzzammt ”ﬁm rm%wsa r;:ﬁf m‘n aurﬂﬁ; m mﬂmmeﬁﬁ tﬁ}r fmw& mm::h ass tha use ﬁf

guamnﬁm msﬂ aisi magmm m%tﬁmmﬁtﬁ - Em;nru ﬁammﬁr}

We parfoemed procedures o aesess whether in alf mederal respects the Roancial report
presents iy, b accordances with the Corpoations Aot 20071, mmmrjing mmmmw il
Aioynting Sherdares and olbwer mandatory financial repoding reduirem i il

B visw which s Sonsistent with our understanding of the Gompany fmaml@% gmﬁstlmm,
ﬂ!"![;] ol i p@ﬁurmanw e mwa@e” fﬁﬁi %ﬁy i e ilis of e mmraumna ar) caah Bows,
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Wie formed our opinion on the: hagis of these proceduras, which inciuded;
» axaminng, on & el basie, information to provide evidence sopporting e
amounts and disclosures in the financial report, and
« assessing the sppropiabensss of the accounting policies and disclosures used
-and the reasonableness of significant accounting estimates made by the directors.
%ﬁa‘-hiﬂé;m worsidered the effectivensss of management’s imernl ontrols. over finerisiel
fegerting whel delermining the natirs and watent of our procedures, our sedil was ot
designed 10 provide sssuranice DR indsre oordrls.

INDEFENDENCE

I wonducting our audit, we followed appliicatle independence requirements of Australian
professionsl sihioal pronounssenents and the Corporstions Aot 2001,

ALDIT GPINION
Iy easar oogsirvin, the finsnoial seport of Talisman Mining Lid is in accordanos with;:
Al the Corporgtions Aat 2007, inchuding:

0F  giving & true and fair view of the Company's nancial position as at 30 Juns
2006 sl of iy performnce for the vear ended on Gl date and

Y complying with Accounting Standards tn Ausiralia and the  Corporations
Regukations 2001 and

bt other mandatory professionsl reporting reguinerents in Susimalia,

STANTONS INTERNATIONAL
{Authorised Audit Company)

J P Wan Dieren
Blractor

Frarthy, Washarn Astraba
21 Seplember 2006
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DIRECTORS' DECLARATION

The directors declare that;

{(a) inthe directors opinion, there are reasorable grounds to believe that the company will be able 1o pay #s debts as and when they become
duse and payable:

(b} i the directors opinion, the attached financial staternents and notes thereto are in accordance with the Corporations Act 2001, including
compliznce with accounting standards and givirg a true and fair view of the financial position and performance of the Company, and

{c} the directors have been given the dedarations required by $295A of the Corporations Act 200

Sgmed in accordance with a resolution of the directors made purstant to £295(5) of the Corporations Act 2001,

On behzlf of the Directors

Steven Elliott

Director

Ferth, 21 September, 2006

22
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INCOME STATEMENT

FOR THE FINANCIALYEAR ENDED 30 JUNE 2006

2006 2005
Note % $

Fevenue P 193,608 2145
Employee benefits expense (71180 -
Finance costs {&62) -
Depreciation and amortisation expanse {7051 {4725}
Consulling expense {167.664) (17374}
Occupancy expense (20.234) -
Exploration expenditure written off {202 548}
Operating axpense - (38919}
Other expanses {109 382) (16,984}
Less before income tax expense/benefit 2 {182,502} (278433
lncome 1ax expanse/benefit relating to ordinary activities 3 -
Loss attributable to members {182,502} (278433
Loss per share:

Basic (cents per share) [4 0.67) {255}

MNotes 1o the financial statements are inchuded on pages 27 to 39
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BALANCE SHEET

AS AT 30 fUNE 2008
2006 2005

Note % $
Current assets
Cash and cash equivalents 20 |.361 687 4.5%6
Trade and other receivables 5 51573 FANE
Total current assets | 413260 11775
Non-current assets
Property, plant and squipment 7 52,147 6078
Exploration and evaluation expenditure g [.355351 [93.201
Total non-current assets | 407 458 95,279
Total assets 2,820,758 211054
Current liabilities
Trade and other payables e 186,328 34,169
Provisions o %488 -
Total current fiabilities 195816 34169
Non-current liabilities
Borrowings | 132575
Total non-current liabilities 195816 132575
Total liabilities 195818 166,744
Net assets 2.624942 44,310
Equity
lssued capital 12 3,740,632 977458
Accumuiated iosses 13 (15650 {933,188}
Total equity 2.624942 44,310

MNotes to the financial staterments are inchuded on pages 27 to 39

24
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STATEMENT OF CHANGES IN EQUITY

FOR THE FINANCIALYEAR ENDED 30 JUNE 2006

Attributable to equity holders

Ordinary  Accurmulated Total

For the year ended 38 june 2006 Shares Losses Equity
% $

AL beginning of year 7T AT {%33.188) 44,310
Loss for the year - {182,502} {1B2 500y
lssue of shares 3133600 - 3.133.600
Sharag issue axpenses (370468) - {370466}
At end of year 3740632 (1,115.650) 2624942

Attributable to equity holders

Ordinary  Accumulated Total

For the year ended 38 june 2006 Shares Losses Equity
% $

AL beginning of year 57478 {654.755) 302,743
Loss for the year - {278433) (278433
lssue of shares 20,000 20000
Shares issue expenses - - -
At end of year 7T AT {%33.188) 44,310

MNotes 1o the financial statements are inchuded on pages 27 to 39

25



TALISMAN MINING LTB

CASH FLOW STATEMENT

FOR THE FINANCIALYEAR ENDED 30 JUNE 2006

2006 2005

Note % $
Cash flows from operating activities
Receipts from customers 188
lnterest received 257
ayments to suppliers and employees {251.145) 34219
‘ayments for exploration and expenditure 198,088}
lnterest and other costs of finance paid {662) -
MNet cash provided by/{used in) operating activities 200k {251.8086) {130,197y
Cash flows from investing activities
lnterest recaived 61033 -
“ayrment for property, plant and eguioment (53.120) -
“ayrmient {or exploration and evaluation 62,1500 -
MNet cash {used inYpravided by investing activities 54237 -
Cash flows from financing activities
Proceads from convertible notes 4% 000
Procesds from issues of equity securities 2,884,600 -
"ayment for shars issue costs {370.468) -
Procesds of borrowings-Director and Director related entities [14.334
MNet cash peovided by/{used in) financing activities 2563134 [14.334
Net increasef/(decrease) in cash and cash equivalents 357091 {15,858}
Cash and cash equivalents at the beginning of the financial year 4,556 20454
Cash and cash equivalents at the end of the financial year 20(a) |.361 687 4.5%6

MNotes 1o the financial statements are inchuded on pages 27 to 39
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NMOTESTO THE FINANCIAL STATEMENTS

SUMMARY OF ACCOUNTING POLICIES

Statement of compliance

The finandial report is a general purpose financial report which has heen prepared in accordance with the Corparations Act 200 [ Accounting
Standards and Urgent issues Group Interpretations, and complies with other requirements of the law. Accounting Standards include Australian
aquivalents to International Financial Reporting Standards (A-GERSY. Compliance with the A-IFRS ensuras that the financial staterments and
notes of the entity comply with Infernational Firandal Reporting Standards (3RS,

The financial staternents were authorised for issue by the directors on 19 September 2006,

Basis of preparation

The financial report has been prepared on the basis of historical cost, except for the revaluation of certain non-current assets and financal
instruments. Cost is based on the fair values of the consideration given in exchange for assets,

I the application of A-IFRS management i recuired to make judpments, estimates and assumptions about carrving values of assets and
labilities that are not readily apparent from other sources The estimates and assodiated assumptions are based on historical experience and
various other factors that are believed 1o be ressonzbie under the circumstance, the results of which form the basis of making the judgments.
Actual ressts may differ from these estimates,

The estimates and gnderlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period
in which the estimate is revised if the revision: aftects only that period, or in the peariod of the revision and future periods if the revision affects
both current and future periods.

Judgrnants made by management. in the application of A-IFRS that have significant effects on the financial statements and estimates with a
significant ridk of material adjustments in the next year are disclosed, where applicable. in the relevant notes to the financal staternents,

Accounting policies are selected and applied in a manner which ensures that the resulting financial information satisfies the corcepts of
relevance and reliability, thereby ensuring that the substance of the underbyving transactions or other everts & reported.

The entity changed its accounting poficies on | |uly 2005 to comply with A-IFRS The transttion to A-IFRS is accountad for in accordance with
Accounting Standard AASE | 'Frst-time Adoption of Australian Equivalents to International Finandial Reporting Standands” with [ July 2004 as
the date of transition. An explanation of how the transition from superseded policies to A-IFRS has aftected the company's nancial aosition,
financial performance and cash flows is discessed in note 22,

The accounting policies set owt below have heen applied in preparing the financial statements for the vear ended 30 June 2006, the
comparative information presented in these financial statements for the year ended 30 lune 20050, and in the oreparation of the opening
MRS balance sheet at | July 2004 (as disclosed in note 22). the entity's date of transition, except for the accounting poficies in respect of
financial instrurents.

The following significant accounting policies have been adopted in the sreparation and presentation: of the financial report:

{2} Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, cash in banks and investments in money market mstrumenits, net of outstanding bank
overdrafts,

(b} Employee benefits
Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave, long service leave, and sick leave when
it & probable that settlernent will be recuired and they are capable of being measurad reliably

Provisions made in respect of emploves benefits expected to be settled within 12 months, are measured at their nominal values using the
remunaration rate expectsd to apply 2t the time of settlement.

Provisions made in respect of employes beaefiis which are not expectad to be settled within |2 months are measered as the present
value of the estimated future cash cutflows 1o be made by the entity in respect of services provided by emplovees up to reporting date.

(¢} Financial assets
[vestrments are recognised and derecognised on trade date where purchase or sale of an investment is under a contract whose terms
reclire delvery of the investment within the timeframe established by the market concerned, and are initially measured at fair value, net
of transaction costs.

Orther financal assets are classified inta the following specified categories: financial assets ‘at fair value through profit or lose’, "held-to-
maturity' investments,‘available-for-sale’ financial assets, and loans and recaivables’ The classification depends on the nature and purpose of
the financial assets and is determined at the time of initial recognition,

Loans and receivables
Trade receivables, loans, and other receivables are recorded at amaortised cost less impairment.

{d) Financial instruments issued by the company

Debt and equity nstrumerits
Dabt and equity instruments are classified as either liabilties or as equity in accordance with the substance of the contractuzl arrangement.
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MOTES TOTHE FINARCIAL STATEMENTS (cont...}

SUMMARY OF ACCOUNTING POLICIES {cont...)

(e}

Transaction costs on the issue of equity instruments

Transaction costs ansing on the issue of eguity instruments are recognised directly in equity ag a reduction of the oroceeds of the aquity
instruments to which the costs relate. Transaction costs are the costs that are incurred directly in connection with the issise of those equity
instruments and which would nat have been incurred had those instruments aot been issued,

Goods and services tax
Revenues, expenses and assets are recopnised net of the amount of goods and services tax (G5T}, except

whera the amount of GST incusred is not recoverable from the taxation authority, it is recognised as nart of the cost of acquisition of
an asset or as part of an item of expense; or

ii. for receivables and nayables which are recognised inchusive of GST.
The net amount of G5T recoverable from, or payable to, the taxation authority i induded as part of recenables or payabies,

Cash flows are included inthe cash flow statement on & gross basic The G5T componant of cash #ows arising from investing and financing
activities which is recoverable from, or payable 1o, the taxation authority is dassified as operating cash flows,

impalrment of assets

At each reperting date. the entity reviews the carrying amounts of its tangible and intangible assets to determine whether there is any
inclication that those assets have sufferad an impairment [oss. If any such indication exists, the recoverable amount of the asset i estirmated
iry order 10 determine the extent. of the impairment loss (if any). Where the asset does not penerate cash flows that are independent from
other assets, the entity estimates the recoverable amount of the cash-generating unit to which the asset belongs,

intangible assets with indefinite useful lhves and intangible assets not yet available for use are tasted for impairment annwally and whenever
there i an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in uze, the estimated future cash flows
are discounted 1o their present value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks spedfic to the asset for which the estimates of future cash flows have not been adjusted,

#1the recoverable amount of an asset (or cash-generating unit} is estimated to be less than ts carrying amount, the carrying amount of the
asset (cash-generating unit} is reduced to s recoverable amount. An impairment 1oss is recognised in profit or loss immediately, uniess the
relevant asset is carried at fair value, in which case the impairment 1oss is trested as a revaluation decrease.

Where an impairment ioss subsequently reverses. the carrying amount of the asset (cash-generating unit) is increased o the revised
estimate of its recoverable amaount, but only 1o the extent that the increased carrying amourt does not exceed the carrying amount that
would have been determined had no impairment loss been recognised for the asset (cash-generating unit) in prior vears. A reversal of an
impairment loss i recognised in profit or loss imanediately, unless the relevant asset is carried at fair value, incwhich case the reversal of the
impairment ioss i reated as a revaluztion increase,

Income tax

Current tax

Currant tax is calculatad by reference to the amount of income taxes payable or recoverable in respect of the taxable profit or tax loss
for the period. i is calculated using tax rates and tax laws that have been enacted or substantively enacted by reporting date. Current. tax
for currant and prior periods is recognised as & fability (or asset) to the extent that it i unpaid {or refundable).

Deferred tax

Deaferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary differences arising from
differences between the carrying amount of assets and liabilities in the financial staterments and the corresponding tax base of those
items,

In principle, deferred tax liabilities are recopnised for all taxable temporary diffierences. Deferred 1ax assets are recognised to the extent
that it is probable that sefficient taxable amounts will be available against which deductible temporary differences or unused tax losses and
tax offsets can be utilised However, deferred tax assets and labiities are not recognised if the ternporary differences giving rise to them
arise from the initial recognition of assets and liabilities (other than as a result of a business combination) which affects neither taxable
income nor accounting profit, Furthermore, a deferrad tax liabifity is not recognised in relation to taxable temporary differences arising
from goodwil,

Daferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries, branches, associates and
joint ventures except whers the entity is able to control the reversal of the temporary differences and # is probabtie that the termporary
differences will not reverse in the foresesable future, Deferred tax assets arising from deductible temporary differences assodiated with
thase investrments and interests are only recognised to the extent that it is probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary difterencas and they are expectad to reverse in the foreseeable future.

Deferred tax assets and liabilities are measursd at the tax rates that ars expected 1o apoly to the period{s) when the asset and lizbility
giving rise 10 them are realised or settied, based on tax rates {and tax Jaws) that have been enacied or substantively enacted by reporting
date. The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the manner in which the
antity expects, at the reporting date. to recover or settie the carryving amoont of its assets and liabilities,
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i,

SUMMARY OF ACCOUNTING POLICIES {cont...)

Dieferred tax assets and fabilities are offset when they refate to income taxes levied by the same taxation authority and the entity intends
10 settle its current tax assets and labilities 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 statement, except when it relates to d#ems credited or
debited directly to equity. in which case the deferred tax is also recognised directly in equity, or where it arises from the initial accounting
for a business combination, in which case it is taken into account in the determination of goodwill or excess.

Tax_consolidation
Tatisrman Mining Acstralian resident for Australian taxation law surposes and has no subsidiaries,

{h} Intangible assets

Exploration and Evaluation Expenditure
Exploration, evaluation and development expenditure incurred may be accumulated in respect of each identifizble area of interest. These
costs are carried {orward only if they relate 1o an area of interast for which riphis of tenure are current and in respect of which:

{fy such costs are expectad to be recouped through successful development and explogation or from sale of the area; or

{ii) exploration and evaluation activities in the area have not, at balance date. reached a stage which permit a reasonable assessment of
the existence or otherwise of economically recoverable reserves, and active operations in, or relating 10, the area are continuing.

Accurnedated costs in respect of areas of interest which are abandoned are written off in full againgt profit in the year in which the dedision
10 abandon the area is made, A regular review is undertaken of each area of interest 10 determine the appropriateness of continuing to
carry forward costs in refation 1o that area of interest.

Notwithstanding the fact that & decision not 1o abandon an area of interest has been made, based on the abowe, the exploration and
evaluation expenditure in relation to an area may still be written off il considerad appropriate to do so.

{i} joint ventures

0

jointly controlled assets and operations

Interests in jointly controlled assets and operations are reported in the finandial statements by including the entity's share of assets
amployad in the jint veniures, the share of lizbilities incurred in relation to the oint ventures and the share of any expenses incurrad i
relation to the joint venturas in their resnective Classification catepories,

Jointly controlled entities

[nterasts in jointly controfled entities are accounted for under the equity method in the finandal staterments and the cost method in the
company financial staternanis,

Operating cycle
The operating cydle of the entity coincides with the anmuzl reporting cycle.
Payables

Trade payables and other accounts payable are recognised when the entity becomes oblipad to maks future payments resulting from the
purchase of goods and servicas.

Presentation currency
The entity operates entirely within Australia and the presentation currency i Austratian doflars.

{m}Plant and equipment

e

Flant and equipment are stated at cost less accurmulated deprediation and impairment. Cost includes expenditure that is directly
attributable o the acquisition of the item.

Crepreciation is provided on plant and equipment. Depreciation is calculated on a straight line basis <o asto write off the net cost or other
revalued amount of each asset over #3 expected useful life 1o s estimated residual value. Leasehokd improvements are depreciated over
the period of the lease or estimated useful life, whichever is the shorter, using the straight line method. The estimated useful lives, residual
values and depredation method is reviewed 2t the end of each annual reporting period.

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

Class of fixed asset Depreciation rate {74)
«  Office furniture & ecuisment 75-40
Provisions

Provisions are recognised when the entity has a present obligation, the future sacrifice of econcmic benefits is probabie, and the amount
of the provisdon can be measured reliabhy,

The amount recognised as a provisian is the best estimate of the consideration required to settle the present obligation at reporting date,
taking into account the risks and uncertainties sarrounding the obligation. Where a provision is measured using the cashflows estimated to
seftle the present obligation, #3 carrying amount is the aresent value of those cashflows.
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MOTES TO THE FINARCIAL STATEMENTS (cont...}

. SUMMARY OF ACCOUNTING POLICIES {cont...)
When some or ali of the economic benefits required 1o cetie a provigion are expacted to be recoverad from a third party, the receivable
is recognised as an asset if # is wirtually cartain that recovery will be recaived and the amount of the recsivable can be measurad reliably
(o} Revenue recognition

Dividend and interest revenue
Crividend revenue is recognised on a receivable basis. Interest revenue is recognised on a time proportionate basis that takes into account
the effective vield on the fnancial asset,

{p) Share-based payments

Equity-settled shars-based payrments grantad after 7 Novermber 2002 that were unvested as of | January 2005, are measurad at fair value
at the date of grant. Fair value is measured by use of the Black and Scholes model The expected life uzed in the madel has been adiusted,
based on management’s best estimate, for the effecis of non-transferability, exercise restrictions, and behavioural considerations,

The fair value determined at the grant date of the equity-settied share-based payments 15 expensed on a straight-line basis over the vesting
periad, based on the entity's estimate of shares that will eveniualy vest.
For cash-settled share-based payments, a liabifity equal to the portion of the gonds or services recaived i recognised 2t the currant fair
value determined at each reporting date.

{q) Comiparative information — financial instruments

The entily has elecled not to restate comparative information for finandial instruments within the scope of Accounting Standards AASE
I 32 "Financial Instruments: Disclosure and Presentation” and AASE 139 Financal Instruments: Recognition and Measurement' as permitted
on the firgt-time adostion of A-IFRS,

The accounting policies applied to accounting for financial instruments in the current financial vear are detaited above. The following
accounting policies were applied to accounting for financial instruments in the comparative financial vear:
{2} Accounts payable
Trade payables and other accounts payable are recognised when the entity becomes obliged 10 maks future payments resuiting from
the surchase of goods and services,
{b} Financial instruments issued by the company

Debr and equity instruments
Debt and equity instrumenis are classified as either lishilities or as equity in accordance with the substance of the contractual
arrangament.

Transaction costs on the issue of equity instruments

Transaction costs arising on the issue of equity instrumerits are recognised directly in equity as a reduction of the proceeds of the
equily instruments to which the coste relate. Transaction costs are the costs that are incurred directly in connection with the issue of
those eguity instrumesnts and which would not have been incurred had those instruments not been issued,

Interest arid dividends
Interest and dividends are dassified as expenses or as distributions of orofit consistent with the balance sheel classification of the
refated debt or equity instruments or component sarts of compound nstruments.,

{¢) Receivables
Trade receivables and other receivables are recorded at amourds due fess any allowance for doubtiof debts.

Effect of changing the accounting policies for financial instruments

There was no effect as a result of changes in the accounting policies for finandal instruments on the balance shest as at | july 2005
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2006 2005
$ $
1. LOSS FROM OPERATIONS
{a} Revenue
Forpiveness of debt 132,575 -
Good faith payment - 188
lrgerast revenue 61033 %7
{b) Loss before income tax
Profit/{loss) before income tax has been arrived at after craditing/ (charging)
the following gains and logses from continuing operaticns:
Firance costs:
Oither intarest expense 622 -
-Total interest expenze 622 -
Depreciation of non-currant assets 7051 4.725
Emaloyas benefit expensa:
Fost ermwloymernt benefits:
Defined contribution alans 18058 -
3. INCOMETAXES
{a} Income tax recognised in profit or loss
Tax expense/(income) comprises:
Current tax expense/{income) - -
Deferrad tax expanse/{income) relating 10 the origination and reversal of tamporary differences - -
Total tex expense/{income) - -
The prima fadie income tax expense on pre-dax accounting profit from operations reconciles to
the income tax expense in the financial statements as follows:
Loss from operations {182,502} (278433
Income tax expense calcuiated at 30% (54.751) (B3530
MNon-deductible expenses [5.200 [ 1.678
MNon-assessable items (39773 -
Unused tax fosses and temporary differences not recognised as deferred tax assets 79324 71852
Income tax attributabie 10 operating foss - -
The tax rate used in the above reconciliation is the corperate tax rate of 30% payable by
Australian corporate entities on taxable profits under Australian tex law There has been no
change in the corporats tax rate when compared with the srevious reporting period.
Unrecognised deferred tax balances
The following deferred tax assets and (kabilities) have not besn brought to account:
Tax iosges — ravenue 690,446 123454
Tax nsees - capital - -
Exploration, evaluation and development {406.605) (57 9600
Fundraising expenses 65272 35460
Favables and provisions 2055 -
358,168 200954

The potential fulure income tax benefit will only be otstained 1f:

(i) the company derfves future assessable income of & nature and an amount sufficient to enable the benefit to be realised in accordance
with Division |70 of the Income Tax Assessment Act | 997

{iiy the company continues to comply with the conditions for deductibility imoposed by the law; and
{iily no changas in tax legislation adversely affect the company in realising the benefits,

Tax consolidation
Relevance of tax consolidation to the Comnpany

The company is Australian resident entity for tax purposes and has no subsidiaries,
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MOTES TOTHE FINARCIAL STATEMENTS (cont...}

4. KEY MAMAGEMENT PEASONNEL REMUNERATION

The specified directors of Talisman Mining Ltd during the vear werg:

» lan Macpherson

» Michael Hanrington
» Steven Efictt

» Anthony Kiernan

» Stephen Dunn

There were no specified executives of Talisman Mining Ltd during the year,

{a} Key management personne! remuneration

The Board policy for determining emoluments is based on the principle of remunerating Directors and senior exacutives on their abifity 1o
add value to the Company (taking into account the Company's strategic plan and operations) whilst also considering market emolurment
packages for similar positions within the industry and in consultation with external consultants. The Board appreciates the intarralationship
between this policy and Company performance. It acknowledges that it 15 in the best interasts of shareholders to provide challenging but
achievable incentives 1o reward senicr executives for reaching the Company's stated goals. The Board will discuss these issues internally and
with candidates prior to engaging additional directors or senior executives in the futura,

$hort term Post-employment Equity
Salary & Bonus Non- Super- Prescribed Other Options insurance Totat
fees monetary | anmiation benefits Other
{insurance}
1004 $ $ $ $ $ $ $ $ $
lan Macpherson [9.055 - - - - - - 5535 24,590
Michael Hanrington 15,034 - - 1,353 - - - 5535 22,372
Steven Eliott 66201 - - 5958 - - - 2637 81,796
Total 100230 - - 7311 - - - 21,507 129,308
Refar to note 18 for relatad party transactions.
Short term Post-employment Equity
Salary & Bonus Non- Super- Prescribed Other Options insurance Totat
fees monetary | anmisation benefits Other
{Insurance)
1005 $ $ $ $ $ $ $ $ $
lan Macpherson - - - - - - -
Michael Hanrington - - - - - - -
Steven Hliott - - - - - - -
Total - - - - - - -
{i) Refer to note |18 for related party transactions
There were no specified executives during the vear
{b) Share-based payment scheme
The following reconcites the autstanding share options granted at the beginning and end of the financal year:
2006 1005
Number Exercise Number Exercise
of options price of options price
% $
Balance at baginring of the financial year 3200000 025 35004000 025
Balance at end of the financial year 3200000 025 35004000 025
Exercisable at end of the financial year 3200000 025 35004000 025

The share options cutstanding at the end of the financial yvear had an exercise price of 25 cents, and a weighted average remaining
contractual life of 2 years,
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2006 2005
$ $
. REMUNERATION OF AUDITORS
Audit or review of the financial report 11249 6516
Oither services (independent Accountants report) 4,353 -
15,602 6516
The auditor of Talisman Mining Ltd is Stantons international.
. TRADE AND OTHER RECEIVABLES
Current
Other debtors 10,659 AN
Goods and services tax {G5T) recoverabie 40214 -
51573 FANE
T, PROPERTY, PLANT AND EQUIPMENTY
Office furniture Total
and equipment
at cost
$ $
GROSS CARRYING AMOUNT
Balance at § [uly 2004 19376 19376
Balance at | July 2005 %376 %376
Addigions 53,1260 53,120
Balance at 30 June 2006 72456 72456
Accumulated depreciation/ ameortisation and impairment
Balance at i [uly 2004 8,573 8573
Depreciation expense 4,725 4.725
Balance at | July 2005 13258 [3.2%8
Drepreciation expensa 7051 7051
Balance at 30 June 2006 20,349 20,349
NET BOOK VALUE
Ag gt 30 june 2005 6078 6078
Agat 30 fune 20056 52,147 52,147
Aggregate depreciation aliocated, whether recognised as an expense or
capitalised as part of the carrying amount of other assets during the year:
Office furniture and ecuioment 7051 4.725
7051 4.725
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MOTES TOTHE FINARCIAL STATEMENTS (cont...}

8. OTHER INTAMGIBLE ASSETS

Exploration, Total
Evaluation and
BDevelopment
$ $

EXPLGRATION, EVALUATION & DEVELOPMENT
Balance at | July 2004 336,578 336578
Additions 52169 57169
Acodsitions -
Exploration expenditure written off {2002 .546) {202 548}
Balance at | July 2005 193201 [93.201
Addigions J77050 T77 050
Acaudsitions 385000 385,000
Balance at 30 June 2006 [.355351 [.355.351
NET BOOK VALUE
At 30 june 2005 193,201 193,201
A at 30 une 2006 [.355.351 [.355.351

The ultimate recouprment of costs carried forward for exploration and evaluation phase is dependant on the successful developrment and

commercial exploitation or sales of the respective areas.

2006 2005
$ $
. CURRENT TRADE AND OTHER PAYABLES
Trade payabias () [ 14,162 34,169
Orther payables 43251 -
Accruzals 28915 -
186,328 34169
{1 The average credit period on purchases of poods is 30 days. MNo interest is charged on the
trade payables for at least the first 30 days from the date of the invoice. Thereafter intarest may
be charged on the outstanding bafance. The Company has finandal risk management policies in
place to ensure that all payvables are paid within the credit timeframe (refer note 21,
0. CURRENT PROVISIONS
Ermployes henefits %488 -
%488 -
HL.BORROWINGS
Loans from director and direcior refated entities 132575
132575
2 ISSUED CAPITAL
36,798,006 fully paid ordinary shares
{2005 1114 12.508) 3,740,632 977458
3740632 977 A%E

Chanpes to the then Corporations Law abolished the autharised capital and par value concept in refation to share capital from | July 1998,

Therefore, the company does not have a limited amount of authorised capial and issued shares do not have a par value,
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12ASSUED CAPITAL {cont..)

2006 2005
No. % No. $

FULLY PAID ORDINARY SHARES

Balance at beginning of financial year [1.112.506 77458 10212506 957, 4%8
Cebit comverson - 30 [une 2005 - - 200,000 20000
Seed capital raising 2525000 252,500 - -
Initial public offering [ 3160500 2,632,100

Convertible note converted 9000000 45,200

Acogisition of project (1) | 00500 200,000

Share ssue Costs - {370466%

Balance at end of financial year 36798006 3740632 [1.1§2,506 7T ARE

Fully paid ordinary shares carry one vote per share and carry the right to dividends,

{ih  The fair value was determined by the price of Talisman shares on listing on the Australian Stock Exchange.

SHARE OPTIONS

As at 30 june 2006, options over 3200000 ordinary shares, in aggregate, are on issue with an expiry date of 30 june 2008 and an exercise

price of 25 cents sach,

Share options carry no rights to dividends and no voting rights.

2006 2005
$ $
3 ACCUMULATED LOSSES
Balance at beginning of firancial year {%33.188) {654.755)
MNet [oss attributable to members of the company {182,502} (278433
Balance at end of financial vear (15650 {333.188)
4. L0855 PER SHARE
2006 2005
Cents Cents
per per

share share
Basic toss per share:
From continuing operations 0.67) {2.55)
Fotal basic foss per share 0.67) {2.55)
BASIC EARNINGS PER SHARE
The sarnings and weighted average number of ordinary shares used in the calculation of basic eamings per share are as follows:

2006 2005

$ $

Loss (&) {182.502) {278433)

2005 2004

No. No.

Weighted averags number of ordinary shares for the purposes of basic earnings per share 27063395 1.5 13.054

{a) Earnings used in the calculation of total basic loss per share and basic earmings per share from continuing operations reconciles 1o

net ioss in the income statement as follows:

2006 2005
$ $
MNet loss {182.502) {278433)
Other -
Earnings used i the calculation of basic EPS {182,502} (278433
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MOTES TOTHE FINARCIAL STATEMENTS (cont. ..}

IS COMMITHMENTS FOR EXPENDITURE

2006 2005
$ $

{a} CAPITAL EXPENDITURE COMMITMENTS
There are no capital expenditure comméments.
{b) Lease commitments
MNon-cancellable operating lease commitments are as foliows:
MNon-cancellable operating fease payments
Mot longer than | year 16,027 -
Longar than 1 vear and not fonger than 5 years - -
Longarthan 5 years - -

16027 -
{c) OTHER EXPENDITURE COMMITMENTS
Exploration expenditure
Mot fonger than | year 482,500 538,672
Longar than | vear and not fonger than 5 years 543,500 | 508,144
Longar than & vears - -

| 026,400 2446816

I order to maintain current rights of tenure to exploration tenements, the Company is required to perform minimum exploration work
1o mest the minimum expenditure requirements specified by various State governments. These obligations are not provided for in the
financial report and are payable:

If the Company dedides to relinguish certain leases andfor does notl meet these obligations, assets recognised in the statement of fnancial
position may require review 1o determine the appropriateness of carrying values. The sale, transfer or farm-cut of exploration rights to third
parties will reduce or extinguish these obligations,

6. COMNYTINGENT LIABILITIES AND CONTINGENT ASSETS

I the opinion of the directors, there are no contingent liabilities as at 30 june 2006 and none were incurred in the interval between the
vear end and the date of this financial report.

PLESEGMENT INFORMATION
The Company operates predominantly in one geographical segrent, being Western Austrafia, and in one industry, mineral mining and
axploration.
8. RELATED PARTY DHSCLOSURES
{a} Equity interests in related parties
EQUITY INTERESTS IN SUBSIDIARIES
Talisman Mining Ltd has no subsidiary companies.
EQUITY INTERESTS IN ASSGCIATES AND JOINT VENTURES

Talisman Mining Ltd has no interests in assodatss and joint venturas,

{b) Key management personnel remuneration

Detaids of key management persennel remuneration are disclosed in note 4 to the financial staterments.

{c) Loan disclosures

Balance at Interest Interest not Write-off Balance at end Mumber in
beginning charged charged Sroup
2006 % 3 % 3 % $
Loans from specified 32575 - - 132,575 - 3
and related entities,
Total 32,575 - - 132,575 - 3
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8. RELATED PARTY DISCLOSURES (cont...}

Balance at Interest Interest not Write-off Balance at end Mumber in
beginning charged charged Sroup
2005 % 3 % 3 % $
Loans from specified - 3
andl relatad entities, 18,241 32,575
Total 18,241 - 32,575 3

{d) Key management personnel equity holdings
FULLY PAID CRDINARY SHARES OF TALISMAN MINING LTD

Balanced® |/7/05 Granted as Received on HMet other change | Balance(® 30/6/06
remuneration exercise of options
Directors Na. No. No. No. No.
lan Macoherson 400,000 - [ 400,000 1800000
Michasl Hannington - 300,000 300,000
Steven Elliott &000.003 - {1.000,000) 50060,003
Anthony Kiernan % 400,000 - {400,000)
Stephen Denn (i) 1,000,000 - {1.000,000)
Total 7800003 - {700.000) 7150003
{1 Resigned 5 July 2005
EXECUTIVE SHARE OFTIONS OF TALISMAN MINING LTD
Bal @ Granted | Exercised | NMet other Baf @ Bal vested Vested Vested Options
17105 as reu- change 30106106 @@ 30/06/ but not | and exer- | vested
neration 04 exercis- cisable during
able year
Directors No. No. No. No. Na. No. No. No. Na.
lan Macopherson 200,006 {200,000) - -
Michasl Hannington - - -
Steven Elliott 3000000 FOC000 | 3500000 | 3900000 3500000
Anthony Kiernan 200,000 {200,000) - -
Stephen Denn 500,006 {500,000) - -
3900000 - | 3500000 | 3500000 3500000
There were no share options issued during the financial vear,
There were no options exarcised by directors during the financial vear,
2006 2005
$

{e) Other transactions with specified directors

The foss from operations includes the ollowing #ems of revence and expense that resulted from transactions other than remuneration,
[oans or equity holdings, with specified directors or their personally-related entities:

Dbt forgiveness

132575

Total recognised as revenue

132575

interest charged on loans from specified directors was Snil (2005 Bnif)

Total liabilities arising from transaciions other than remuneration with specified directors or their personaliy-related entities as at

reporiing date:

Currant

17552

27242

17552

27242

Ciuring the financial yean the Company recognised revenue of $132.575 in relation to loans from Steven

Ellott and his personally-related

antities which were forgiven, Liabilities of $11.052 (2005: $27242) were owed to Ord Group entities which are refated entities of lan

Macphersan.
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MOTES TOTHE FINARCIAL STATEMENTS (cont. .}

8.

RELATED PARYTY DISCLOSURES (cont...}

{f) Other transactions with specified executives

2006

2005

The logs from operations includes the folowing iterns of revenue and expense that resuited from

transactions other than remuneration. foans or equity holdings, with specified executives or their

personaily-related entities:
Comparyy secretarial and accounting expenses payable to Ord Groug entities.

90,858

Total recognised as expenses

20,856

ig.

10,

SUBSEQUENT EVENTS

On 19 September 2006 the Company announced to the ASK it had entered into an agreement with R
Capital Pty Ltd to manage the placement of 7000000 ordinary fully paid shares 1o be issued at & cents.
It ackdition the Company announced a pro rata issue of 12.26m 2010 options 1o existing shareholders at
| cent each. The placement and option issue will raise & total of $1.24m before costs.

The fee payable includes the issue of up to 4.2m 2010 options on successful completion of the placermeant.

There has not been any matter or crcumstance other than that stated above or referred 1o in the finandal
statemnents or notes therete, that has arisen since the end of the finandial year: that has significantly affected,
or may significantly affect, the operations of the Company the resalts of those operations, or the state of
affairs of the Cornpany in future financial years,

MOTESTOTHE CASH FLOW STATEMERNT

{a} Reconciliation of cash and cash equivalents

For the purposes of the cash flow staterment, cash and cash equivalents includes cash on hand and in
banks and investments in money market instruments, net of outstanding bank overdrafts. Cash and
cash equivalents at the end of the financial year as showsy in the cash flow staterment is reconciled 1o
the refated itemns in the balance sheet as follows:

Cash and cash equivalents

|.361 687

|.361 687

{b) Reconciliation of loss for the year to net cash flows from operating activities

Loze for the year

Diaht forgiven

Exploration and evaluation expanditure written off
Dispreciation and amortisation of non-current assets
Erpuity settled share-based payrwent,

Exploration expenditure capialized

interast received

{increase)/decrease in assets

Currant receivables

increase/{decrease) in kabilities:

Current pavables

Currant provisions

(182,502
(132575)

7051

(%l ,0335
(44.394)

[52,159
%488

(278433

202,544
4725
20000
(59,169}

(513)

(19,348}

Net cash used in operating activities

(251 808

(130,192

.

FIRARCIAL INSTRUMENTYS
{a) FINANCIAL RISK MANAGEMENT OBJECTIVES

The Company does not eater into or trade finandial instruments, induding derivative financial instruments, for specufative purposes,

The Company’s activities expose it primarily to the financial risks of changes in interest rates The Company does not enter into derbvative

financial instruments to manage #g exposdre 1o intarest rate risk.

{b) SIGNIFICANT ACCOUNTING POLICIES

Details of the significant accounting palicies and methods adopted, including the criteria for recognition, the basis of measurement and the
basis on which income and expenses are recognised, in respecl of each class of financial asset. financial fiabifity and equity instrument are

disdiosed in note 1 to the financial statements.

{c) FOREIGN CURRENCY RISK MANAGEMENT

The Company has no transactions denominated in foraign currencies, hence exposures 1o exchange rate fuctuations do not arise.

{d) INTEREST RATE RISK MANAGEMENT

The Company is exposed 10 interast rate risk as it invests cash in both fixed and floating interest rate products The risk is managed by

rEntaining an approprizte mix between fiked and fosting rate products,
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ALFINANCIAL INSTRUMENTYS (cont...)

Maturity profile of financial instrurnents

The following table details the Cormpany's exposure 1o interest rate risk as &t 30 June 2006

Weighted Variable Maturity dates Non interest TFotal
average interest rate bearing
effective Less than | 1-5 years More than 5
interest rate year years
2006 % $ $ $ $ $ $
FINAMCIAL ASSETS:
Cash and cash equivalents 50 1360171 - - 516 {361 687
Trade and other receivables - - - 51573 51.573
1,360,171 - - 53,089 1413280
FINANCIAL LIABILITIES:
Trade and other payables - - 186,328 |86,328
- - 186,328 186,328
The following table details the Company's exposure 1o intarest rate risk as at 30 fune 2005
Weighted Variable Maturity dates Non interest TFotal
average interest rate bearing
effective Less than | 1-5 years More than 5
interest rate year years
2005 % $ $ $ $ $ $
FINAMCIAL ASSETS:
Cash and cash equivalents 2.2 4.5%8 - - - 4596
Trade and other receivables - - 7479 7A7%
4.5%8 - - 7479 L1775
FINANCIAL LIABILITIES:
Trade and other payables - - {34,169} (34,169
- - (132575) (132.575)
- - (166.744) (166,744)

{e} CREDIT RISK MAMAGEMENT

Credit risk refers 1o the risk that a counterparty will default on its contractual obligations resulting in financial ioss te the Company The
Company has adopted a policy of ondy dealing with creditworthy counterparties and otitaining sofficient collateral where appropriate. as a
means of mitigating the risk of fnandial ioss from defaults. The Company has no sales and trade accounts comprise only sundrey debtors,

The credit risk on liquid Tunds and derivative financial instruments is imited because the countarparties are banks with high credit-ratings
assigned by international credit-rating agencies.

{f) FAIRVALUE OF FINANCIAL INSTRUMENTS
Except as detailed in the following table, the directors consider that the carrying amount of financial assets and financial labilities recorded in
the financial statements approsimates their f@ir values (2005: net fair valsea),

Transaction costs are included in the determination of net fair value,

{g) LIQUIDITY RISK MANAGEMENT

The Company manages fiquidity risk by maintaining adequate reserves, banking facilities and reserve borrowing facilittes by continuousty
raonitoring forecast and actual cash flows and matching the maturity profiles of financal assets and liabilties

LEIMPACTS OF THE ADOPTION OF AUSTRALIAN EQUIVALERTS TS INTERNATIONAL FINANCIAL REPORTING
STHMDARDS

The Company changed #s accounting policies on | January 2005 1o comply with Agstralian equivalents to International Financial Reporting
Standards (A-IFRS). The transiticn: to A-IFRS i accounted for in accordance with Accounting Standard AASB | 'Rirst-time Adoption of
Australian Equivalents to Internaticonal Finandial Reporting Standards’, with | Jaly 2004 as the date of transition, except for financial instruments,
inchuding derivatives, where the date of transttion is [ July 2005 (refer note [(g)).

The transition from superseded policies 1o A-IFRS has not impacted the company's financial position, financal performance and cash flows
as at | iuly 2004, 30 une 2005 and 30 june 2004,
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ADDITIONAL STOCK EXCHANGE INFORMATION

The foliowing additionzl information is required by the Australian Stock Exchange Lid in respect of listad public companies oaly

. Shareholding

a. Distribution of Shareholders Number

Category (size of Holding) Ordinary
i 1000 3
£001 5000 57273
5801 - 10,000 | 384559
{0,001 - 100000 2500014
00001 - and over 25,855,757

36,798,006

b. The number of sharehoidings held in less than marketable parcels is § given a share value of 15 cents per share.

c. The names of the substantial shareholders listed in the holding company's register as at 25 September 2006 are:

Number of

Ovrdinary Fully

Shareholder Paid Shares Held

Steven Eliiott 5000002

d. 20 Largast Shareholders — Ordinary Shares

Neumber of % Held of
Ordinary Fully Issued Ordinary

Name Patd Shares Held Capital
i Arcaro Holdings Pry Ltd 4590501 2.5
2. Metalmite Pty Ud [ BOOS00 49
3. Redcode Pty Ltd [ BOOS00 49
4. Baurti Pty £xd [,.700.500 46
5. Goldbay Pty Ltd [.500500 4.1
6 FATSPyitd [, 000500 27
7. Mr Graham Geofirey Walker & Mys Thelma |ean Walleer 1,000,500 27
8. Murchison Resources Pty Ltd 1,000,500 27
2 Mrlan Keith Macpherson 800,500 22
{0, Grabam Geoffrey Walker & Thelma fean Walker 500,500 14
], Riccarde Vittino <Gargoyle Super Fund A/C> 500500 i4
12, NorWest Constructions Pty Ltd 450,000 17
13, Steven lames Elliott 410501 N
{4 MrThomas Robert Gerard Sutherfand 4000500 Ll
15, Tony Kiernan 400000 il
{6, Hera Investments Pty £td 315500 (]
7. Stephen Mark Denn <The Red Duster Farmily A/C> 300500 08
18 Michagel Arthur lames Hanningion 300500 08
9. Hard Rock Mining Pty Ltd 300500 08
20, Internztional Finance Trust Company Ltd <7506 AJC>= 300000 048

19385002 527

2. Registers of securities are held at the following addresses

Wyestarn Ausiralia Advanced Share Repistry, 110 Stirling Hwy, Medlands, Western Australia 6009,

3. Stock Exchange Listing

Cuotation has been grantad for all the ordinary shares of the company on all Member Exchanges of the Australian Stoc Exchange Limited.

4. Ungquoted Securities

ASX Code Drescription Numntber
TLMAM Fully paid ordinary shares | 000000
TLMAD Fully paid ordinary shares 12959638
TLMAD 25 cent Options expiring 30-046-08 3500000
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