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IMPORTANT NOTICE
GENERAL

About this document

This document is a prospectus as that term is defined in the Corporations Act 2001 (Cth) of Australia (the
“Corporations Act”). The offering of Bonds in Australia is made under this Offering Circular and is open only
to select investors who are sophisticated or professional investors within sections 708(8), (10) and (11) of the
Corporations Act,

This Offering Circular is dated 5 December 2006. A copy of this Offering Circular was lodged with the
Australian Securities and Investments Commission (“ASIC”) on that date. The Corporations Act prohibits the
acceptance of applications for, or the issue or transfer of, Bonds offered under this Offering Circular during
the seven day period afier the date this prospectus was lodged with ASIC. ASIC may extend this period by up
to a further seven days (that is, to a total of 14 days). No securitics will be issued on the basis of this Offering
Circular later than 31 December 2006 (the “Expiry Date™).

None of ASIC, the Australian Stock Exchange Limited (*ASX”) nor their respective officers take any
responsibility for the contents of this Offering Circular or the merits of the investment to which this Offering
Circular relates. The fact that ASX have quoted the Company’s “Ordinary Shares” and may quote the
QOrdinary Shares into which the Bonds are convertible is not to be taken in any way as an indication of the
merits of the Ordinary Shares, the Bonds or the Company.

This Offering Circular should be read in its entirety. It contains general information only and does not take
into account your specific objectives, financial situation or needs. In the case of any doubt, you should seek
the advice of a stock broker or other professional advisor.

None of the Company, any member of its Group, or their respective associates or directors guarantees the
success of the offering of the Bonds, the repayment of capital ar any particular rate of capital or income
retumn. Investment-type products are subject to investment risk, including possible loss of income and capital
invested.

The Issuer has not authorised the making or provision of any representation or information regarding the
Issuer or the Bonds other than as contained in this Offering Circular or as approved for such purpose by the
Issuer. Any such representation or information should not be relied upon as having been authorised by the
Tssuer or the Joint Lead Managers. '

Neither the delivery of this Offering Circular nor the offering, sale or delivery of any Bond shall in any
circumstances create any implications that there has been no adverse change, or any event reasonably likely to
involve any adverse change, in the condition {financial or otherwise) of the Issuer or the Group since the date
of this Offering Circular.

In this Offcring Circular, unless otherwise specified, references to “U.S.$” or “U.S. dollars” are to United
States dollars, references to “83$” are to Singapore dollars and references to “A$” are to Australian dollars.

No representations or recommendations

No representation or warramty, express or implied, is made by the Joint Lead Managers as to the accuracy or
completeness of the information contained or incorporated in this Offering Circular, and pothing contained or
mcotporated in this Offering Circular is, or shall be relied upon, as a promise or representation by the Joint
Lead Managers or The Bank of New York (the “Trustee™). This Offering Circular should not be considered as
a recommendation by the Issuer, the Joint Lead Managers or the Trustee that any recipient of this Offering
Circular should purchase the Bonds. Each potential purchaser of Bonds should determine for itself the
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relevance of the information contained in this Offering Circular and its purchase of Bonds should be based
upon such investigaiions as it deems necessary.

Restrictions in foreign jurisdictions

This Offering Circular does not constitute an offer or invitation in any place in which, or to any person to
whom, it would not be lawful to make such an offer or invitation.

The distribution of this Offering Circular and the offering, sale and delivery of Bonds and the Ordinary Shares
to be issued on conversion of the Bonds in certain jurisdictions may be restricted by law. Persons into whose
possession this Offering Circular comes are required to inform themselves about and to observe any such
restrictions. For a description of certain restrictions on offers, sales and deliveries of Bonds and on
distribution of this Offering Circular and other offering material relating to the Bonds, see “Subscription and
Sale”.

The Bonds and the Ordinary Shares have not been and will not be registered under the United States
Securities Act of 1933 (the “Securities Act”). The Bonds and the Ordinary Shares may not be offered or sold
within the United States or to or for the account or benefit of a U.S. person (as defined in Regulation S under
the Securities Act), except pursuant to registration under the Securities Act or pursuant to an exemption from,
or in a transaction not subject to, the registration requirements of the Securities Act.

Listing on the Singapore Exchange Securities Trading Limited

The Issuer has received approval in-principle from the Singapore Exchange Securities Trading Limitcd (the
“SGX-ST™) for the listing and quotation of the Bonds, but not the Ordinary Shares, on the SGX-ST. The
SGX-ST assumes no responsibility for the correctuess of any of the stateroents made or opinions or reports
contained in this Offering Circular. Admission of the Bonds to the SGX-8T is not 1o be taken as an indication
of the merits of the Issuer or the Bonds.

Global Bond

The Bonds will be in registered form. The Bends will be represented on issue by 2 global bond (the “Global
Bond”). The Global Bond will be deposited on or around 15 December 2006 (the “Closing Date™) with a
common depositary, and registered in the name of a2 common nominee for, Euroclear Bank S.A/N.V.
(“Euroclear”) and Clearstream Banking, société anonyme (“Clearstream, Luxembourg™). The Global Bond
will be exchangeable, in whole or in part, for individual definitive Bonds in registered form serially numbered
in denominations of U.8.$200,000 and integral multiples thereof in certain limited circumstances only as
described therein and herein.

Stabilisation

In connection with the issue of the Bonds, UBS Limited (the “Stabilising Manager™) (or any person acting for
the Stabilising Manager) may effect transactions with a view to supporting the market price of the Bonds at a
level higher than that which might otherwise prevail for 2 limited period. However, there may be no
obligation on the Stabilising Manager (or any agent of the Stabilising Manager) to do this. Such stabilising, if
commenced, may be discontinued at any time and must be brought to an end after a limited period. Such
stabilising shall be in compliance with all applicable laws, rcgulations and ruies.

Risk Factors

Prospective purchasers of Bonds should carefully consider the risks and uncertainties described or referred to
in this Offering Circular. An investment in the Bonds should be considered speculative due to various factors,
including the nature of the Company’s business. See “Cautionary Statement Reparding Forward-Looking
Statements” (below) and the “Risk Factors™ outlined in Section 5.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This document contains forward-looking statements conceming anticipated developments in the Company’s
operations in future periods, planned exploration activities, the adequacy of the Company’s financial
resources and other events or conditions that may occur in the future. Forward-looking statements are
frequently, but not always, identified by words such as “expects”, “anticipates”, “believes”, “intends”,
“estimates”, “potential”, “targeted”, “plans”, “possible” and similar expressions, or statements that events,
conditions or resuits “will”, “may”, “could” or “should” occur or be achieved. Information concerning the
interpretation of drill results and mineral resource estimates also may be deemed to be forward-looking
statements, as such information constitutes a prediction of what mineralisation might be found to be present if

and when a project is actually developed.

Forwarding-looking statements are statements about the future and are inherently uncertain, and actual
achievements of the Company or other future events or conditions may differ materially from those reflected
in the forward-looking statements due to a variety of risks, uncertainties and other factors, including, without
limitation, those referred to in this document under the heading “Risk Factors”. The Company’s forward-
looking statements are based on the beliefs, expectations and opinions of management on the date the
statements are made, and, except as required by law, the Company does not assume any obligation to update
forward-looking statements if circumstances or management’s beliefs, expectations or opinions should
change. For the reasons set forth above, investors should not place undue reliance on forward-looking
statements.
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1. KEY FEATURES

Summary of offer

The following is a summary of the principal features of the Bonds and the offering. Terms defined under
“Terms and Conditions of the Bonds” (the “Conditions™) or elsewhere in this Qffering Circular shall have
the same respective meanings in this summary,

The following summary is qualified in its entirety by the move detailed information appearing in the attached

Conditions.

Issuer
The Bonds
The Offering

Issue Price
Denomination
Closing Date

Interest Rate

Status

Conversion Right

Conversion Price

Final Maturity
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Paladin Resources Ltd.
U.S.$250,000,000 4.50 per cent. Convertible Bonds due 2011.

The Bonds are being offered and sold by the Joint Lead Managers outside the
United States in accordance with Regulation S under the Securities Act (“Offer”
or “Offering”}. The Offering in Australia is only open to select investors who are
sophisticated or professional investors within sections 708(8), {10} and (11) of the
Corporations Act.

100 per cent. of the principal amount.
U.5.$200,000 and integral multiples thereof.
15 December 2006 (the “Closing Date™).

The rate of interest payable on the Bonds will be 4.50 per cent. per annum.
Interest will be payable on the Bonds semi-annually in arrear in equal
instalments, on 15 June and 15 December in each year (each an “Interest Payment
Date”), commencing with the Interest Payment Date falling on 15 June 2007.

The Bonds will constitute direct, unconditional, unsubordinated and (subject to
Condition 2 of the Coaditions) unsecured obligations of the Issuer, as provided in
the Conditions, ranking pari passu without any preference among themselves and
equally with all other existing and future unsecured and upsubordinated
obligations of the Issuer save for such obligations that may be preferred by
provisions of law that are mandatory and of general application.

Unless previously redeemed or purchascd and cancelled, Bondholders will have
the right to convert Bonds into Ordinary Shares at the then applicable Conversion
Price at any time on or after 25 Janvary 2007, provided that the relevant
Conversion Date shall fall no later than the date falling six New York business
days prior to the Final Maturity Date or, if such Bond is to be redeemed pursuant
to Condition 7{b} or 7(c) prior to the Final Maturity Date, then not later than the
sixth New York business day before the date fixed for redemption thereof.

The initial Conversion Price shall be 11.5.87.685. The Conversion Price will be
subject 1o adjustment in certain circumstances described in Condition 6(b)
(Conversion of Bonds — Adjustment of Conversion Price), including upon the
making of a Dividend by the Issuer and upon the occurrence of a Change of
Control.

Unless previously purchased and cancelled, redeemed or converted, the Bonds
will be redeemed in cash on 15 December 201t (the “Final Maturity Date”) at
their principal amount.



Optional Redemption
by the Issuer

Optional Redemption
by Bondholders

Withholding Taxes

Tax Redemption

Negative Pledgc

Cross Default

Other Events of
Default

Trust Deed
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The Issuer will be entitled to redeem the outstanding Bonds, in whole but not in
part, at their principal amount plus accrued interest to but excluding the date fixed
for redemption (i) at any time on or after 5 January 2010, if on each of at least 20
consecutive dealing days (as defined in the Conditions) ending not earlier than
five days prior to the giving of the notice of redemption, the Parity Value shall
have been at least U.5.$260,000; or (ii} if at any time prior io the date on which
the relevant notice of redemption is given, Conversion Rights shall have been
exercised and/or purchases (and corresponding cancellations) and/or redemptions
effected in respect of 85 per cent. or more in principal amount of the Bonds
originally issued (which shall for this purpose mclude any further bonds issued
pursuant to Condition 18 and consolidated and forming a single series with the
Bonds); or (jii) within 45 days after the end of the Change of Control Period. See
Condition 7¢(») of the Bonds (Redemption and Purchase —Redemption at the
Option of the Issuer),

Unless the Bonds have been previously redeemed, repurchased and cancelled or
converted, each Bondholder shall have the right, at such Bondholder’s option,
following the occurrence of a Change of Control (as defined in the Conditions) to
require the Issuer to redecm such Bondholder’s Bonds at their principal amount
together with accrued interest.

All payments in respect of the Bonds shall be made without deduction of or
withholding for or on account of any present or future faxes imposed or levied by
or on behalf of the Commonwealth of Australia unless such deduction or
withholding is required by law. In the event that any such deduction or
withholding is required, the Issuer shall pay additional amounts in respect thereof,
subject to certain customary exceptions. See “Taxation”.

In the event of certain changes affecting taxes of the Commonwealth of Australia,
the Issuer may, subject to certain conditions being satisfied, give notice to redeem
the Bonds in whole, but not in part, at any time at their principal amount, together
with accrued but unpaid interest to such date,

Upon such notice being given, a Bondholder may elect not to have his Bond
redeemed, in which case such holder will not be entitled to receive payment of
such additional amounts as are referred to in “Withholding Taxes” above in
respect of any payments on the Bonds.

The Bends will contain a negative pledge provision given by the Issuer and its
Subsidiaries in respect of Relevant Indebtedness (as defined in the Conditions).
See Condition 2 (Negarive Pledge).

The Bonds will contain a cross default provision, subject to a threshold of
U.S.$10,000,000 and excluding default in respect of Project Finance
Indebtedness. See Condition 10(c) (Events of Default).

For a description of certain events that will permit acceleration of the Bonds, sce
Condition 10 (Evenis of Defaulf). Upon acceleration for any such event, the
Bonds will become immediately due and repayable at their principal amount,
together with accrued but unpaid interest.

The Bonds will be constituted by a trust deed expected to be dated 15 December
2006 (“Trust Deed”) between the Issuer and the Trustee.



Trustee

Governing Law

Principal Paying,
Transfer and
Conversion Agent

Registrar

Form of the Bonds
and Delivery

Sales Restrictions

Listing

Lock up

ISIN
Common Code

Use of Proceeds

A07082360/0.18/30 Nov 2006

The Bank of New York.

The Bonds and the Trust Deed will be governed by, and construed in accordance
with, English law.

The Bank of New York.

The Bank of New York.

The Bonds will be in registered form without coupons attached and will be
tepresented by a Global Bond registered in the name of a nominee of, and
deposited with 2 common depositary for, Euroclear Bank S.A/N.V. (“Euroclear”)
and Clearstream Banking, société anonyme {“Clearstream Luxembourg”) on or
about the Closing Date.

There are restrictions on offers and sales of the Bonds, inter afia, in the United
States, the United Kingdom, Canada, Australia, the European Economic Area and
Singapore. See “Subscription and Sale”.

Application has been made, and approval in-principle has been received, for the
listing of the Bonds on the SGX-ST.

The Bonds will be traded on the SGX-ST in a minimum board lot size of
U.S.$200,000 for so long as any of the Bonds are listed on the SGX-ST.

The Company has not applied to have the Bonds admitted to dealing on the
ASX or listed on the Torento Stock Exchange (“TSX™).

The Tssuer has agreed to certain restrictions on its ability and the ability of its
subsidiaries to issue or dispose of Ordinary Shares or related securities during the
period commencing on the date of the Subscription Agreement (as defined herein)
and ending 90 days after the Closing Date (both days inclusive). See
“Subscription and Sale”.

X$0277770151.
027777015.

The net proceeds of the issue of the Bonds are expected to amount te
approximately U.S.$242.7 million, subject to adjustment for certain expenses
connection with the Offering. The mnet proceeds will be used to advance farther
the development of the Kayelekera Project in Malawi, establish a2 uranium
marketing subsidiary, fund opportunities as they arise to support acquisitions and
corporate growth and for general corporate purposes. The Company’s uranium
marketing subsidiary will, amongst other things, establish its own wranium
inventory to afford the Paladin Group flexibility and stability of ongoing supply,
in a dynamic uranium market.



Currency and
Exchange Rate
Information

The Company reports in Australian dollars. Accordingly, unless otherwise
mdicated, all references to “$”, or “A$” or “dollars” in this offering document
refer to Australian dollars. References to “U.S.$” and “S$” in this offering
document refer to United States dollars and Singapore dollars, respectively. The
exchange rate at 4.00 pm on 4 December 2006 as reported by the Reserve Bank
of Australia for the conversion of Australian doliars into other currencies was as
follows:

A$1.00=1.8.$0.7866  (U.S.§1.00 =A$1.2713)

A$1.00 = $$1.2141 (S$1.00 = A$0.8237)

Rights and Liabilities of Ordinary Shares

The following is a broad summary (though not necessarily an exhaustive or definitive statement) of the rights
attaching to fully paid Ordinary Shares as set out in the Company s constitution (" Constitution”).

Ranking

Voting rights

Dividend Rights

Rights on Winding Up
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The Ordinary Shares issuable upon the conversion of the Bonds will rank par?
passu with all the other Ordinary Shares that have been issued.

Subject to any rights or restrictions for the titne being attached to any class or
classes of shares:

(i) at meetings of shareholders, each shareholder entitled to vote may vote
in person or by proxy, attorney or representative; and

(ii} on a show of hands, every shareholder present in person or by proxy,
attorney or representative has one vote and on a poll, every sharsholder
present in person or by proxy, attorney or representative has one vote for
each share that shareholder holds.

A person who holds a share that is not fully paid up (that is, a contributing share)
shall be entitied to a fraction of a vote equal to that proportion that the amount paid
up bears to the total issue price.

Subject to the rights of holders of any preference share and to the rights of the
holders of any shares created or raised under any spcoial arrangement as to
dividends, dividends declared shall be payable on all shares in accordance with the
Corporations Act.

If the Company is wound up, the liqguidator may, with the authority of a special
resolution, divide among the shareholders in kind, the whole or any part of the
property of the Company, and may for that purpose set such value as he considers
fair upon any property to be so divided and may determine how the division is to
be carried out as between the shareholders or different classes of shareholders.

The liquidator may, with the authority of a special resclution, vest the whole or any
part of any such property in trustees upon such trusts for the benefit of the
contributories as the liquidator thinks fit, but so that no sharehclder is compelled to
accept any shares or other securities on which there is any liability.



Transfer of Shares

Future Issues

Variation of Rights

Subject to the rights of the shareholders (if any) entitled to shares with special
rights in a winding-up, all moneys and property that are to be distributed among
shareholders on a winding up, shall be so distributed in proportion to the shares
held by them respectively, irrespective of the amount paid up or credited as paid up
on the shares.

Subject to the Company’s Constitution, the Corporations Act and any other laws
and the ASX Listing Rules, Ordinary Shares are freely transferable.

Without prejudice to any special rights conferred on the holders of any existing
shares or class of shares, shares for the time being unissued shall be under the
control of the directors of the company (“Directors™), and subject to the
Corporations Act, the ASX Listing Rules, the TSX Company Manual and the
Constitution, the Directors may at any time and from time to time issue such
number of shares either as Ordinary Shares or shares of a named class or classes
(being either an existing class or a new class) and with such preferred, deferred, or
other special rights or such restrictions, whether with regard to dividend, return of
capital or otherwise, and whether as preference shares that are or at the option of
the Company are hable to be redeemed, as the Directors shall, in their absolute
discretion, determine.

If at any time the share capital of the Company is divided into different classes of
shares, the rights attached to any class (unless otherwise provided by the terms of
issue of the shares of that class) may be varied, whether or not the Company is
being wound up, with the consent in writing of the holders of three quarters of the
issued shares of that class, or if authorised by a special resolution passed at a
separate meeting of the holders of the shares of that class. Any variation of rights
shall be subject to Sections 246B and 246E of the Corporations Act. The provisions
of the Coustitution relating to general meetings shall apply so far as they are
capable of application and with necessary alterations to every such separate
meeting except that a quorum is constituted by two persons who together hold or
represent by proxy one-third of the issued shares of the class.

Fulf details of the rights attaching to the Ordinary Shares are set out in the Company’s Constitution, a copy of
which can be inspected at the Company’s registered office at Grand Central, First Floor, 26 Railway Road,
Subiaco, Western Australia, 6008, Australia during normal business hours,

AQ7082360/0.18/30 Nov 2006



2. FURTHER INFORMATION ON THE COMPANY

The Company is a “disclosing entity’ for the purposes of the Corporations Act and is subject to regular
reporting and disclosure obligations under the Corporations Act and the Listing Rules of the ASX. Copies of
documents regarding the Company lodged with the ASIC or the ASX respectively may be obtained from, or
inspected at, any ASIC office or the ASX respectively.

In addition, you have the right to obtain a copy of the following documents:

~  the annual financial reports of the Company most recently lodged with ASIC by the Company (including
the audited consolidated financial statements of the Company for the year ended 30 June 2006 and
audited consolidated financial staternents of the Company for the year ended 30 June 2005); and

- any continuous disclosure notices given by the Company after the lodgement of the anmual financial
report and before the Jodgement of this Offering Circular with ASIC including:

o notice of anmual general meeting and management information circular dated 17 October
2006 prepared in connection with the annual and special meeting of shareholders held on 21
November 2006;

o Bidder’s Statement dated 7 September 2006 in connection with the Company’s offer to
acquire all of the issued and outstanding shares of Vathalla Uranium Ltd (*“Valhalla™);

o update dated 24 November 2006 regarding the Langer Heinrich Uranium Project, Namibia
mineral resource estimates upgraded;

o update dated 24 November 2006 regarding the Langer Heinrich Uranium Project, Namibia
prospective tenement granted;

o update dated 27 November 2006 regarding the Bigrlyi Project Joint Venture, Northern
Tetritory, Australia significant intercepts from initial drilling; and

o update dated 1 December 2006 regarding inclusion of Paladin in the ASX S&P 100 index.

These documents may be obtained from the Company, free of charge, during the period up to and including
31 December 2006 by contacting the Company Secretary at the head office of the Company at Grand Central,
First Tloor, 26 Railway Road, Subiaco, Westermn Australia, 6008, Australia, tclephone +61 (8) 9381 4366.
These documents, and ail other regular reporting and disclosure documents of the Company, are also available
electronically on the website of the Australian Stock Exchange, at www.asx.com.au .

The notice of annunal general meeting and management information circular dated 17 October 2006 prepared
in connection with the annual and special meeting of shareholders held on 21 November 2006 (including
information in relation to the interests of the Pirectors of in the securities of the Company) is incorporated by
reference in this Offering Circular. A copy can be obtained as set out above.

Each document incorporated herein by reference is current only as at the date of such document, and the
incorporation by reference of such documents shall not create any implication that there has been no change
in the affairs of the Issuer and affiliates taken as a whole, as the case may be, since the date thereof or that the
information contained therein is current as at any time subsequent to its date. Any statement contained therein
shall be deemed to be modified or superseded for the purposes of this Offering Circular to the extent that a
subsequent stateroent contained in another incorporated document herein modifies or supersedes that
staternent. Any such statement so modified or superseded shall not be deemed, except as so modified or
superseded, to constitute a part of this Offering Circular. The modifying or superseding statement need not
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state that it has modified or superseded a prior statement or include any other information set forth in the
document that it modifies or supersedes.

The making of a modifying or superseding statement is not to be deemed an admissicn for any purposes that
the modified or superseded statement, when made, constituted a misrepresentation, an untrue statement of a
material fact or an omission to state a matertal fact that is required to be stated or that is necessary to make 2
statement not misleading in light of the circumstances in which it was made.

Prospective investors are advised to obtain and read the documents incorporated by reference herein before
making their investment decision in related to the Bonds.
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3. ABOUT THE COMPANY

History

The Company was incorporated under the name “Paladin Resources NL” in Australia on 24 September 1993
as a “no liability” company. The Company was originally incorporated under a Memorandum and Articles of
Association. In February 1994, the Company completed its mitial public offering pursuant to a prospectus in
Australia and on 29 March 1994, the Company commenced trading on the ASX. Following changes in
Australian corporate law, the Company’s Memorandum and Articles of Association were replaced by a
Constitution in November 1999,

On 21 January 2000, the Company changed from a no liability company to a limited liability company. At
that time, its name changed to “Paladin Resources Ltd”. Paladin Resources Itd dual listed on the Toronto
Stock Exchange {“TSX") on 29 April 2005.

Further information about the Company and its business is publicly available at its website
wwwpaladinresources.com.au, on the ASX’s website (wwis. asx.com.qu) and under the Company’s profile on
the SEDAR website maintained by Canadian securities regulatory authorities (www.sedarcomn). A brief
overview of the business is set out below.

The Business

The Company operates in the resources industry with a principal business of evaluation and development of
vranium projects in Africa and Australia. The Company is currently focussing on its southern African
development projects.

The Company’s current Uranium resource inventory is set out in the following table:

Projéct Langer Kayelekera Manyingee Qubagooma Valhalia Project | Skal Project Bigelyi Project
Beincich Project Project Project
Project
100% 100% 100% 100% 50% 50% 41.7%
) Namibia, Malawi, West Pilbara, West Kimberley, | Queensland, Queensiand, Norsthesn
% Southemn Southern Westem Western Australia Australia Territory,
% Affica Afiica Awstralia Australia Austalia
Depasit | Calerele Sandstone Sandstone Sandstone Metasomatic Metasomatic Sandstone
" Type
A 37.1Mioforc | IsMiofore @ | 79Mcofore @ - 25 3Mtofore @ | - LO5ML of ore @
ed | @ 0.06% 0.09% U0 0.1% U:0y 0.08% 130 0.23% Us0y
L U0, (13630t UsOp) | {8.0801 U304} (16,9001 Us0x) (2.450t UsOg)
4| c2s00t
A Bl U00
43Mt of ore J4Mtofore @ | 4.2Mrofore @ 12Mt of ore @ 0.78Mt of ore @
d @006% 0.06% 1.0y 0.07% U:Ox 0.075% Us0s 0.17% U0
| Us0y (2,0401 U30) {2,810t UzG3) 9,000t 13,04) (1,346t UsOg)
T (25,308t
% | U0
Historicals 83Mt of ore @ 4.2Mtof ore @
Resources 0.12%-0.14% 0.1%-0.13%
' U;0p Uz
(9945t U,0g) (5,000t U204}

Resources detailed above in all cases represent 100% of the resource — not the participant’s share.
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The Company’s advanced uranium projects are geographically diversified and include the Langer Heinrich
Uranium Project in Namibia, the Kayelekera Uranium Project in Malawi and the Manyingee Uranium Project
in Western Australia. These projects have had feasibility studies carried out by previous owners in the 1970s
and 1980s.

Langer Heinrich Uranium Project {100%) - Namibia

The Langer Heinrich Urantum Project is located 920km east of the Namibian deep sea port of Walvis Bay. The
Project is covered by Mining Licence 140 with an initial 25 year term. Exploration Prospecting Licence 3500
was granted in October 2006, protecting the interpreted western extension of the Langer Heinrich Uranium
Deposit. The Langer Heinrich Uranium Project is the Company’s flagship project and mining is underway,
with staged commissioning of the ore treatment plant having commenced in August 2006 and plant handover
targeted for December 2606. The Langer Heinrich Uranium Project will, at design capacity, treat 1.5 million
tonnes of ore to produce 2.6 million pounds of U;0;. A proposed stage 2 expansion in fate 2008 is designed
to increase capacity by an additional 1.1 million pounds of U;0;g per year, targeted for completion in late
2008/carly 2009.

A recent drilling program of 6,355m of RC drilling from 231 holes {confined to Details 3, 4, 5 and 6 targeting
the mineralised palaeochannel extending east from the Detail 1 orebody) has returned encouraging results.
Mineral resource specialists Hellman and Schofield (H&S) have completed a revised mineral resource
estimate for these Details. Updated results for the Langer Heinrich Deposit and the results are reported below
using a 250ppm U; Oy cut-off. The Competent Person’s Statement in relation to these estimates and details of
the new estimates were released by the Company to the ASX on 24 November 2006,

Mineral Resource estimation by H&S for Details 1 10 7:

250ppm Cut-off Million Toones Grade % U304 Tonnes U;0; Million Ibs
U054
Measured Resources 227 0.06 14,614 32.21
Indicated Resources 14.4 0.05 7,934 17.47
Inferred Resources 434 0.06 25,308 55.78

The potential for increasing the resource base even further within ML140 is regarded as high. All Details
contain mineralisation which remains in the Inferred category and future drilling will concentrate on raising
resource confidence in these areas. In addition, the resource has yet to be closed off in Details 4 and 6. Also
the newly granted EPL 3500, situated immediately west of ML140 (which contains the Langer Heinrich
orebodies), offers additional potential to expand the resource base of Langer Heinrich.

The Company has secured sales contracts which account for 7.475Mlbs of Langer Heinrich production over
the period 2007 to 2012. Pricing in all contracts is market-related at the time of delivery and is subject to
escalating floor and ceiling components.

Kayelekera Uraninm Project (100%) — Northern Malawi

The Kayelekera Uranium Project is the Company’s second advanced project and is located 53kin by road west
of the northern Malawi lakeside township of Karonga. The Project is covered by Exclusive Prospecting
Licence 070 with its term expiring in July 2007. The Company expects to apply for a Mining Licence in the
first quarter of 2007.
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An 18-month Bankable Feasibility Study (“BFS™) for the Kayelekera Uranium Project in Malawi began in
May 2005 and is expected 10 be completed in December 2006. This study is expected to lead to the phase-in
of the Company’s second uranium operation, in a market wherc shortages are predicted for the next decade or
more. Production start-up for the Kayelekera Uranium Project is envisaged for third quarter 2008. The
Kayelekera Project Pre-Feasibility Study completed in February 2005 determined a potential viable operation
producing 2.3 million pounds of U;Og with an expected mine life of 10 years and was the basis for the
Bankable Feasibility Study currently being conducted.

The draft Environmental Impact Assessment (EIA), as part of the BFS, was submitted to government in
October 2006 for technical committee review. All necessary public participation meetings have been held and
comments from these activities are now being assessed and, where appropriate, included in the final EYA.

The Company is in the final stages of negotiation of a Development Agreement with the Malawi Government
to provide a 10 year fiscal and operating stability period. This is expected to be finalised by mid December
2006.

Valhalla/Skal and Bigrlyi Uranium Projects

The Company completed its take-over of Valhalla on 27 October 2006. Through its wholly owned subsidiary,
Mt Isa Uranium Pty Ltd, Vaihalla helds a 50% interest in the Valhalla/Skal Uranium Joint Venture Project in
Queensland, Australia and a 41.7% interest in the Bigrlyl Joint Venture Project in the Northern Tertitory,
Australia. Scc “Valhalla Acguisition”.

Other Projects

As of the date of this offering document, the Company has two other uranium projects in its resource asset
base, being Manyingee Project and Qobagooma Project in Western Australia. These two projects are
currently on hold due to the current restrictive uranium policies of the State Government in Western Australia.

Investment — Deep Yellow Limited

The Company also holds an 11.11% equity interest in Deep Yellow Ltd., a junior Australian uranium
exploration company which has extensive properties in both Australia and Namibia (“DYL”). DYL is
currently undertaking a non-renounceable entitlement issue in which the Company is participating. Upon
completion of the entitlement issue, it is anticipated that the Company will hold approximately 11.11% of the
outstanding shares of DYL (assuming that all entitlements are taken up).

The Valhalla Acquisition

On 10 July 2006, the Company announced a takeover offer for all of the shares in Valhalla Uranium Limited
(“VUL”) in consideration for 1 share of the Company for each 3.16 Valhalla shares. The takeover offer closed
on 15 September 2006 and the Company compulsarily acquired the remaining shares on 27 October 2006.

The Company has noted the commencement of legal proceedings in Supreme Court of Western Australia by
Summit Resources {Australia) Pty Limited alleging breaches of the Mt Isa Uranium Joint Venture Agreement
by Resolute Limited, a wholly-owned subsidiary of ASX listed Resolute Mining Limiled (“RML"), and Mt
Isa Uranium Pty Ltd (“Mt Isa Uranium™), a wholly-owned subsidiary of VUL which, following the takeover
of VUL, is also a wholly-owned subsidiary of the Company.

It is to be noted that the Company has entered into a Deed of Indemnity with RML pursuant to which RML
indemnified the Company against any loss suffered by it (or Mt Isa or VUL) as a consequence of, amongst
other things, these proceedings. The loss is deemed to include an amount determined in accordance with a
formula based upon the vahie (as agreed between the Company and RML) provided under the Company’s
takeover offer for VUL which is atiributable to Mt Isa’s joint venture interest. The indemnity is subject to a
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cap of $75 million or $50 million depending on the determined value of joint venture interest. By reason of
the existence of the indemmity, RML has primary conduct of the defence of the proceedings for both RML and
Mt Isa.

At this stage, based on the allegations in the plaintiff’s statement of claim, and having regard to the indemnity
from RML, the Company does not believe the proceedings are material to the Company. However, it will
continue to manage its involvernent in the proceedings in the ordinary course.

Principal assets owned by VUL included a 50% interest in the Valhalla/Skal Uranium Deposits located in
Queensland and a 41.7% interest in the Bigrlyi Uranium Deposit in Northern Territory.

Valhalla/Ska! Uranium Jeint Venture Project (50%) - Queensland, Australia

The Valhalla and Skal uranium deposits are within the Mt Isa Uranium Joint Venture Agreement (“TUTV™)
area where Summit is manager and holds a 50% interest. The Company’s wholly-owned subsidiary, Mt Isa
Uranium, is a 50% contributing participant to the IUTV.

The Valhalla Uranium Deposit is located 40km northwest of Mount Isa city on EPM9221. In the September
quarter a revised and independently validated JORC compliant resource estimate was modelled, caloulated
and reported for the Valhalla uranium deposit as follows and as previously announced. The Skal Deposit was
predominantly drilled in the period 1969-1972 by previous explorers, with resources publicly reported as set
out below.

VALHALLA DEPOSIT MINERAL RESOURCES (0.023% U,0; cut off) - JORC Compliant

JORC Category Million Grade % U0, Tonnes U0, VUL share
Tonmes

Indicated Resources 213 0.08 16,900t or 374MIb | 50%

Inferred Resources 12 0.075 9,000t or 19.6MIb 50%

The modelled resource at Valhalla remains open to the north and south along strike, and down plunge. In the
September quarter near surface metallurgical diamond drilling and resource drilling targeted at extending the
resource along strike and down plunge commenced, Core and metallurgical samples have been dispatched to
laboratories in Perth and Sydney.

The Skal Uranium Deposit is located 32km north of Mount Isa on EPM14048. Historic resources as
previously announced at Skal are reported as follows:

SKAL DEPOSIT- Historic Resource

Non JORC/NI 43-101 Million Grade % U,0, | Tonnes U,Q, VUL share
Compliant Tonnes
Historic Resources* 4.2 (approx) 0.1% to 0.13% 5,000t or L1MIb 50%

*  Information in relation to the historic resources has been provided as it is believed to be material
information of interest {0 potential investors.

Two mineralised shoots have now been defined at Skal. The uranium mineralisations in both the northern and
southern shoots at Skal is yet to be closed off by drilling either along strike or at depth. Sufficient holes have
now been drilted into the southern shoot and JORC compliant resource estimates are currently being modelled
and calcnlated with estimates expected to be finalised in early 2007. The historic resource for the Skal
Deposit does not conform to either Canadian National Instrument 43-101 or JORC requirements for reporting
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purposes and, as such, the Company is not treating these historic resource estimates as current reserves or
resources. These estimates should not be relied upon until they have been verified by further due diligence
and by a “Qualified Person™ for the purposes of NI 43-101 and a “Compctent Person” for purposes of JORC.

Bigrlyi Joint Venture Project (41.7%) — Northern Territory, Australia

The Bigrlyi Project comprises 10 granted exploration retention licences located approximately 350km
northwest of Alice Springs. The project is & joint venture with Energy Metals Ltd (53.3% and project
manager) and Southern Cross Exploration (5%) and was subject to significant exploration activity in the
period 1974 to 1982.

The current uranium mineral resources for the Bigrlyi project {(as announced to ASX on 25 July 2006 by
Energy Metals Limited) are summarised below.

BIGRLYI DEPOSIT MINERAL RESOURCES (0.1% U,0, cut off) - JORC Compliant

JORC Category Million Grade % U,0, Tonnes U,0, VUL
Tonnes share

Indicated Resources 1.054 0.23 2,450t or 5.4Mlb 41.7%

Inferred Resources 0.781 0.17 1,340t or 2,9MIb 41.7%

Initial results from the 30 holes drilled during the current drilling campaign have returned encouraging results
{announced by Energy Metals Limited on the ASX 24 November 2006). 13 hcles returned intersections
greater than 0.16% eU;04 and included intercepts of 2.45m @ 1.01% €U;04 from a depth of 161.2m in
Anomaly 15 and 5.95m @ 1.01% eU;0; from a depth of 157.7m in Anomaly 4. This drilling is focussing on
extending the resource status both along strike and down plunge of the known deposits,

The above results are radiometrically determined grades {eU;O;) and validation of these equivalent grades is
pending verification by geochemical assay. Inuranium exploration and mining, the grade of a uranium
orebody is often determined by radiometric means. The radiometric grade so determined is referred to as the
equivalent uranium oxide grade or eU;Qg. This is to distinguish it from the "true" uranium oxide grade
determined by assay methodsin a laboratory which is usually referred to as U,Qp. With careful
measurement and properly calibrated instrumentation the €U;Og grade should be very close to the U;Ojg grade.
The Company is currently preparing a NI 43-10] resource report for the Valhalla and Bigrlyi Deposits and
expects this to be completed in December 2006.
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4. DIRECTORS

Brief profiles of the directors of the Company as at the date of this Offering Circular are as foltows:
Mr Rick Wayne Crabb (Non-Executive Chairman) Age 49
B, Juris (Hons), LLB, MBA, FAICD, M.AusIMM

Mr Crabb holds degrees of Bachelor of Jurisprudence (Honours), Bachelor of Laws and Master of Business
Administration from the University of Western Australia. He has practiced as a solicitor from 1980 to 2004
specialising in mining, corporate and commercial Iaw. He has advised on all legal aspects including financing,
marketing, government agreements and construction contracts for many resource development projects in
Australia and Africa. Mr Crabb now focuses on his public company directorships and investments. He has
been involved as a director and strategic shareholder in a number of successful public companies. He is
presently also a director of Alcaston Mining NL (since 2001), Ashburton Minerals Ltd (since 1999), Otto
Energy Ltd (since 2004), Port Bouvard Ltd (since 1996), Royal Resources Limited (since 2004) and
Thundelarra Exploration Ltd {since 2003).

Mr Crabb was appointed a director on 8 February 1994 and Chairman on 27 March 2003.
Mr John Borsheff (Managing Director) Age 61
B.Sc., F.AusIMM, FAICD

Mr Borshoff is a geologist who has been involved in the Australian and African exploration and mining
industry for 34 years. Mr Borshoff worked for Infernational Nickel and Canadian Superior Mining before
joining a German mining group, Uranerz, from 1976 to 1991. He became Chief Geologist/Exploration
Manager during the period 1981-1986 and served as its chief executive from 1987 to mid 1991 when the
German parent of Uranerz made the decision to close its Australian operations. The primary focus of the
Uranerz Group was the search and development of uwranium with the company operating extensively
throughout Australia, North America and Africa.

Mr Borshoff founded Paladin Resources Ltd and was appointed a Director on 24 September 1993. He has
extensive knowledge of the uranium industry and experience in company management, strategic planning and
administration.

Mr Sean Reveille Llewelyn (Non-Executive Director) Age 58
LLB

Mr Llewelyn first qualified as a solicitor in Australia and subsequently England. His life work however has
been in finance and merchant banking having worked for more than 20 years in this capacity in Australia, the
UK, the USA and South Afiica. His considerable experience has been in derivatives, structured finance and
early stage investment relating to the metal markets. He has been involved with the uranium industry for over
12 years and has a comprehensive understanding of its structure and dynamics.

Mr Llewelyn was involved as a key player in the formation of a joint venture company hetween Anglo Gold
and First Rand International to assume marketing responsibility for uranium on behalf of Nuclear Fuels
Corporation of South Africa (Nufcor).

Mr Llewelyn was appointed to the Board of Directors of the Company on 12 April 2005.
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Mr George Edward Pirie (Non-Executive Director) Age 53
B.Com (Hons)

Mr Piric has 24 years experience in the miving business. In 1980 he was with Pamour Porcupine Mines, a
division of Noranda, and then joined Dome Mines Limited in 1985, holding various positions until April 1999
when he was promoted to Chief Financial Officer for Placer Dome North America, where he was responsible
for re-establishing both Placer Dome U.S. and Placer Dome Canada. In January 2000, he joined Placer Dome
Canada as Chief Financial Officer and was appointed Acting President and Chief Executive Officer of Placer
Dome Canada in October 2001.

He was responsible for the formation of the Porcupine Joint Venture in July of 2002 and was promoted to
Executive Vice President of Placer Dome Inc. and President and Chief Executive Officer of Placer Dome
Canada in December 2002. Mr Pirie resigned his position with Placer Dome effective 31 December 2004.

Mr Pirie cugrrently serves on several boards including: Ontario Mining Association, Mining Association of
Canada, Canadian Mineral Industry Education Foundation, Mirarco Mining Innovation, Co-Chair of the
Mining Cluster Initiative for the Ministry of Northern Development & Mines, and effective 4 July 2005
appointed President and Chief Executive Officer of Breakwater Resources Inc.

M Pirie was appointed to the Board of Directors of the Company on 1 June 2005.
Mr Ian Urquhart Noble (Non-Executive Director) Age 65
BSc (Metallurgy), ARCST

Mr Noble has more than 40 years experience covering the mining, chemical and nuclear industries with a
strong emphasis in the mining and mineral processing fields. He is an internationally recognised consultant,
specialising in hydrometalirgy and comminution, and has been involved in many of the major mining
developments within Australia and overseas. He has held senior management positions with both Wright
Engineers Australia Ltd and Fluor Australia and took a lead role in the design of Australia’s two major
uranium processing plants.

Mr Noble's initial involvement with uranium was with Wright Engineers Pty Limited on the Rabbit Lake
project in Canada. In Australia, in 1976, he was Lead Engineer on the Ranger Uranium Feasibility Study,
followed by a threc year involvement in the design & construction phase, initially as Process Engineering
Manager, and then a period as Project Engineer for the hydrometallurgical plant, and finally a year on site as
Pre-Commissioning and Commissioning Manager. He was subseguently Lead Process Enginecr for the design
of the then Western Mining Corporation’s Olympic Dam Project.

Mr Noble was appointed to the Board of Directors of the Company on 29 June 2005.
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5. RISK FACTORS

There are mumerous widespread risks associated with investing in any form of business and with investing in
bonds and the share market generally. There are also a range of specific risks associated with the Company's
business and its involvement in the exploration and mining industry. Many of these risk factors are largely
beyond the control of the Company and its Directors because of the nature and location of the existing and
proposed business activities of the Company.

Investors should carefully consider the risks described below before making a decision to invest in the Bonds,

INVESTMENT SPECIFIC RISKS

The following summary outlines some of the major risk factors in respect of an investment in the Bonds.
Market for Bonds

There is currently no formal market through which the Bonds may be sold and purchasers may not be able to
resell the Bonds purchased under this offering document. There can be no assurance that an active trading
market will develop for the Bonds after the Offering, or if developed, that such a market will sustain a price
level at the Offering price.

Other Indebtedness

The Bonds will rank pari passu with all other unsecured and unsubordinated obligations of the Company save
for such obligations that may be preferred by provisions of law that are mandatory and of general application.

Absence of Covenant Protection

Other than as described herein, the Trust Deed will not limit the Company’s ability to incur additional debt or
liabilities (including secured indebtedness). The Trust Deed will not contain any provision specifically
intended to protect holders of the Bonds in the event of a future leveraged transaction by the Company (other
than secured capital markets transactions).

Certain Subsidiaries (as defined in the Conditions) of the Company have significant outstanding indebtedness,
including Project Finance Indebtedness (as defined in the Cenditions), and may in future incur further
indebtedness, including Project Finance Indebledness (including if it becomes apparent from the Kayelekera
BFS that further capital expenditure is required). The Company has and may in the future provide guarantees
and/or indemnities in respect of such indebtedness and Project Finance Indebtedness. The Company is a
holding company with no significant assets other than the shares of its wholly-owned and non wholly-owned
Subsidiaries. The ability of the Company’s Subsidiaries to pay dividends and make other transfers to the
Company may be limited by various regulatory, contractual, legal and tax constraints or the Subsidiaries’ debt
or other agreements with lenders. If as a result of these restrictions the Company is unable to ensure the
continued transfer of dividends and other income to it from these Subsidiaries, this may materially and
adversely impair the Company’s ability to pay dividends and interest, and to service its debt obligations,
including its obligations under the Bonds.

Limitation in Ability to Redeem Bonds

The Company must redeem the Bonds on the Maturity Date, on the request of a Bondholder if a Change of
Control occurs or on the occurrence of an Event of Default. The Company cannot assure Bondholders that, if
required, it would have sufficient cash or other financial resources at any such time or would be able to
arrange financing to redeem the Bonds in cash.
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Market Price of the Bonds

The market price of the Bonds will be based on a number of factors, including:

(a) the prevailing interest rates being paid by companies similar to the Company;
(b) the overall condition of the financial and credit markets;

(c) prevailing interest rates and interest rate volatility;

{d) the markets for similar securities;

(¢) the financial condition, results of operation and prospects of the Company;

(f) the publication of earnings estimates or other research reports and speculation in the press or investment
community;

(g) the market price and volatility of the Ordinary Shares;
(h) changes in the industry and competition affecting the Company; and
(i) general market and economic conditions.

The condition of the financial and credit markets and prevailing interest rates have fluctuated in the past and
are likely to fluctuate in the future. Fluctuations in thesc factors could have an adverse effect on the market
price of the Bonds.

Volatility of Market Pricc of Ordinary Shares

The market price of the Ordinary Shares may be volatile. The volatility may affect the ability of holders of
Bonds to sell the Bonds at an advantageous price. Additionally, this may result in greater volatility in the
market price of the Bonds than would be expected for noncouvertible debt securities. Market price
fluctnations in the Ordinary Shares may be due to the operating results of the Company failing to meet the
expectations of securities analysts or investors in any quarter, downwatd revision in securities analysts’
estimates, governmental regulatory action, adverse change in general market conditions or economic trends,
acquisitions, dispositions or other material public announcements by the Company or its competitors, along
with a variety of additional factors, including, without limitation, those set forth under “Cautionary Statement
Regarding Forward-Looking Statements”, In addition, stock markets, including the $GX, ASX and TSX,
from time to time suffer significant price and volume fluctuations that affect the market price for securities
and which may be unrelated to the operating performance of the Company. Any of these events could resuit
in a decline in the market price of the Bonds or the Ordinary Shares.

GENERAL RISKS

The following summary, which is not exhaustive, represents some of the more general major risk factors for
the Company.

Speculative Nature of Mineral Exploration and Development

Development of the Company’s mineral exploration properties is contingent upon obtaining satisfactory
exploration results. Mineral exploration and development involves substantial expenses and a high degree of
risk, which even a combination of experience, knowledge and careful evaluation may not be able to
adequately mitigate. The degree of risk increases substantially when a company's properties are in the
exploration as oppesed to the development phase. There is no assurance that commercial quantities of ore will
be discovered on any of the Company's exploration properties. There is also no assurance that, even if
commercial quantities of ore are discovered, a mineral property will be brought into commercial production.
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The discovery of mineral deposits is dependent upon a number of factors not the least of which is the
technical skill of the exploration personnel involved. The commercial viability of a mineral deposit, once
discovered, is also dependent upon a number of factors, some of which are the particular attributes of the
deposit, such as size, grade and proximity to infrastructure, metal prices and government regulations,
including regulations relating to royalties, allowable production, importing and exporting of minerals, and
environmental protection, In addition, assuming discovery of a commercial ore-body, depending on the type
of mining operation involved, several years can elapse from the initial phase of drilling until commercial
operations are commenced. Most of the above factors are beyond the control of the Company.

Production risk

The Company’s principal business to date has been the evaluation and development of uranium projects in
Africa and Australia. Commissioning of production, including at Langer Heinrich, may not proceed to plan
with potential for delay in the timing of targeted production and/or for not achieving the level of targeted
production. As the Company moves into production its activities may be affected by munerous other factors
beyond the Company’s control. Mechanical failure of the Company’s operating plant and equipment, and
general unanticipated operational and technical difficulties, may adversely affect the Company’s operations.
There is little operating history available from the Company’s sites. Operating risks beyond the Company’s
comntrol may expose it to uninsured liabilities. The business of mining, exploration and development is subject
to a variety of risks and hazards such as cave-ins and other accidents, flooding, environmental hazards, the
discharge of toxic chemicals and other hazards and the use of contractors including contract miners. Such
occurrences may delay production, increase production costs or result in damage to and destruction of,
mineral properties or production facilities, personal injury, environmental damage and legal liability. The
Company has insurance to protect itself against certain risks of mining and processing within ranges of
coverage consistent with industry practice. However, the Company may become subject to liability for
hazards that it cannot insure against or that it may elect not to insure against because of high premium costs or
other reasons. The occurrence of an event that is not fully covered, or covered at all, by insurance, could have
a material adverse effect on its financial condition and results of operations.

Political Stability

Many of the Company's activities are conducted in southern Africa. In southern Africa, the Company's
projects may be subject to the effect of political changes, war and civil conflict, changes in government
policy, lack of law enforcement and labour unrest and the creation of new laws. These changes (which may
include new or modified taxes or other government levies as well as other legislation} may impact on the
profitability and viability of its properties. The balance of the Company’s activities are currently conducted in
Australia. In Auvstralia, government policy from time to time may not be favourable to uranium mining and
export.

Liquidity Concerns and Future Financing

Further exploration and development of the various mineral properties in which the Company holds interests
depend upon the Company's ability to obtain financing through joint ventures, debt financing, equity
financing or other means. There is no assurance that the Company will be successful in obtaining the
financing required as and when needed. Volatile markets for mineral commodities may make it difficult or
impossible for the Company to obtain debt financing or equity financing on favourable terms or at all. Failure
to obtain additional financing on a timely basis may cause the Company to postpone its development plans,
forfeit rights in some or all of its properties or joint ventures or reduce or terminate some or all of its
operations.
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Logistics

Logistical risk relates to long supply lines, and lack of engineering and other support facilities close to the
Company's operating sites. In Africa, the transhipment of uranium concentrate through neighbouring countries
for export could be subject to disruptions through political disputes and natural disasters,

Uninsurable Risks

The Company may become subject to Hability for accidents, pollution and other hazards against which it
cannot insure or against which it may elect not to insure because of premium costs or for other reasons, or in
amounts, which exceed policy limits.

Mineral Resources and Ore Reserves

No assurance can be given that the anticipated tonnages and grades of ore will be achieved during production
or that the indicated level of uranium recovery will be realised. Uranium price fluctuations, as well as
increased production costs or reduced recovery rates, may render cre reserves containing relatively lower
grades uneconomic and may ultimately result in a restatement of such ore reserves. Moreover, short-term
operating factors relating to ore reserves, such as the need for sequential development of ore bodies and the
processing of new or different ore types or grades may cause a mining operation to be unprofitable in any
particular accounting period.

Uncertainty Relating to Inferred Mineral Resounrces

Inferred mineral resources that are not mineral reserves do not have demonstrated economic viability. Due to
the uncertainty which may attach to inferred mineral resources, there is no assurance that inferred mineral
resources will be upgraded to measured or indicated resources or proven or probable mineral reserves as a
result of continned exploration.

Security of Tenure

All tenements in which the Company has interests are subject to renewal conditions or are yet to be granted,
which will be at the discretion of the relevant Ministries in Australia, Namibia and Malawi. The maintaining
of tenements, obtaining renewals, or getting tenements granted, often depends on the Company being
successful in obtaining required statutory approvals for proposed activities. While the Company anticipates
that subscquent renewals will be given as and when sought, there is no assurance that such renewals will be
given as a matter of course and there is no assurance that new conditions will not be imposed in connection
therewith.

Government Regulations

The Company’s activitics are subject {0 extensive laws and regulations controlling not only the mining of and
exploration for mineral properties, but also the possible effects of such activities upon the environment and
upon interests of native and/or indigenous peoples. Permits from a variety of regulatory authorities are
required for many aspects of mine operation and reclamation. Future legislation and regulations could cause
additional expense, capital expenditures, restrictions and delays in the development of the Company's
properties, the extent of which cannot be predicted.

In the context of environmental permitting, including the approval of reclamation plans, the Company must
comply with known standards, existing laws and regulations which may entail greater or lesser costs and
delays depending on the nature of the activity to be permitted and how stringently the regulations are
implemented by the permitting authority. Environmental legislation is evolving in a manner which will
require stricter standards and enforcement, increased fines and penalties for non-compliance, more stringent
environmental assessments of proposed projects and a heightened degree of responsibility for companies and
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their officers, directors and employees. There is no assurance that future changes in environmental regulation,
if any, will not adversely affect the Company's operations.

While it is possible that costs and delays associated with compliance with such laws, regulations and permits
could become such that the Company will not proceed with the development or operation of a mine, the
Company is not aware of any material environmental constraint affecting its proposed mining activities or
exploration properties that would preclude the economic development or operation of any specific mine or

property.
Foreign Operations

The Company’s operations in Namibia and Malawi are exposed to various levels of palitical, economic and
other risks and uncertainties associated with operating in a foreign jurisdiction. These risks and uncertainties
vary from country to country and include, but are not limited to, currency exchange rates; high rates of
inflation; labour unrest; renegotiation or nullification of existing concessions, licenses, permits and contracts;
changes in taxation policies; restrictions on foreign exchange; changing political conditions; currency controls
and governmental regulations that favour or require the awarding of contracts to local contractors or require
foreign contractors to employ citizens of, or purchase supplies from, a particular jurisdiction.

Changes, if any, in mining or investment policies or shifts in political attitude in any of the countries in which
it operates may adversely affect the Company's operations or profitability. Operations may be affected in
varying degrees by government regulations with respect to, but not limited to, restrictions on production, price
controls, export controls, cutrency remittance, income taxes, foreign investment, maintenance of claims,
environmental legistation, land use, land claims of local people, water use and rnine safety. Failure to comply
strictly with applicable laws, regulations and local practices relating to mineral right applications and tenure,
could result in loss, reduction or expropriation of entitlements,

The occurrence of these varions factors and uncertainties cannot be accurately predicted and could have an
adverse effect on the Company's operations or profitability.

Operating History

The Company has no operating history and there can be no assurance of its ability to operate its projects
profitably. While the Company intends to generate working capital through operation of its proposed uranium
mines, there is no assurance that the Company will be capable of producing positive cash flow on a consistent
basis or that any such funds will be available for exploration and development programs.

Volatility of Uranium Prices

The mining industry is competitive and there is no assurance that, even if commercial quantities of a mineral
resource are discovered, a profitable market will exist for the sale of the same. There can be no assurance that
uranium prices will be such that the Company’s properties can be mined at a profit. Factors beyond the control
of the Company may affect the marketability of any minerals discovered. Uranium prices are subject to
volatile price changes from a variety of factors including international economic and political trends,
expestations of inflation, global and regional demand, currency exchange fluctuations, interest rates and
global or regional consumption patterns, speculative activities and increased production due to improved
mining and production methods.

Key Personnel

Recruiting and retaining qualified personnel is critical to the Company's success. The number of persons
skilled in the acquisition, exploration and development of mining properties is limited and cormpetition for
such persons is intense.
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As the Company's business activity grows, it will require additional key financial, administrative, mining,
marleting and public relations personnel as well as additional staff on the operations side. The Company will
be required to hire additional personnel in Namibia and Malawi. Although the Company believes that it will
be successful in attracting and retaining qualified personnel, there can be no assurance of such success.

Labour and Employment Matters

While the Company has good relations with its employees, these relations may be impacted by changes in the
scheme of labour relations which may be introduced by the relevant governmental authorities. Adverse
changes in such legislation may have a material adverse effect on the Company's business, results of
operations and financial condition,

Subsidiaries

The Company conducts certain of its operations through subsidiaries and holds certain of its assets in such
subsidiaries. Accordingly, any limitation on the transfer of cash or cother assets between the Company and its
subsidiaries could restrict the Company's ability to fund its operations efficiently. Any such limitations, or the
perception that such limitations may exist now or in the future, could have an adverse impact on the
Company's vaiuation and stock price.

Mineral Exploration and Mining Carry Inherent Risks

Mining operations are subject to hazards normaily encountered in exploration, development and production.
These include unexpected geological formations, rock falls, flooding, dam wall faiture and other incidents or
conditions which could result in damage 1o plant or equipment or the environment and which could impact
production throughput. Although it is intended to take adequate precautions to minimise risk, there is a
possibility of a material adverse impact on the Company's operations and its financial results.

Currency Risk

The Company’s operations incur expenditures in the local currencies of Australia, Namibia, Malawi and
South Africa. Revenue from operations and certain other capital and operating costs will be in US dollars. As
a result of the use of these different currencies, the Company is subject to foreign currency fluctuations which
may materially affect its financial position and operating results.

Competition

Significant and increasing competition exists for mineral acquisition opportunities throughout the world. As a
result of this competition, some of which is with large, better established mining companies with substantial
capabilities and greater financial and technical resources, the Company may be unable to acquire tights to
exploit additional attractive mining properties on terms it considers acocptable. Accordingly, there can be no
assurance that the Company will acquire any interest in additional operations that would yield reserves or
result in commercial mining operations.

Dilution

The Company may undertake additional offerings of securities in the future. The increase in the number of
fully paid shares issued and the possibility of sales of such shares may have a depressive effect on the price of
fully paid shares already on issue. The Conditions provide for an adjustment to the Conversion Price in

relation to some but not all future offerings of securities. In addition, as a result of the issue of such additional
fully paid shares, the voting power of the Company's existing shareholders will be diluted.
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Dividend Policy

The Company has paid no dividends on its ordinary shares since its date of incorporation and the Company
does not anticipate paying dividends on its Ordinary Shares in the foresecablc future. The Company
anticipates that it will retain all foture eatnings and other cash resources for the future operation and
development of its business and the Company does not intend to declare or pay any cash dividends in the
foreseeable future. Payment of any funwre dividends will be at the discretion of the Company’s board of
directors after taking into account many factors, including the Company's operating tesults, financial
condition and current and anticipated cash needs.

The risks described above do net necessarily comprise all those faced by the Company and are not
intended to be presented in any assumed order of priority.

The investment referred to in this Offering Circular may not be suitable for all of its recipients.
Investors are accordingly advised to consult an investment advisor before making a decision to
subsecribe for Bonds,
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6. FINANCIAL INFORMATION

Overview

The Issuer is an Australian company. Accordingly, its audited consolidated financial statements are currently
presented in Australian dollars and in accordance with Australian equivalents to International Financial
Reporting Standards (“A-IFRS”). The Issuer intends to move to a US dollar presentation currency.

Set out below are:;

s  atable setting out the consolidated capitalisation of the Company as at 30 September 2006 as adjusted
after giving effect to the issue of the Bonds under the Offering;

e a table setting out the consolidated capitalisation of the Company as at 30 June 2006, as adjusted to
show the effect of completion of the acquisition of all the Valhalla shares by the Company only, and as
adjusted for both this acquisition and the issue of the Bonds under the Offering;

s  the proforma unaudited consolidated financial statements of the Issuer as at 30 June 2006 1o reflect the
effect of both completing the Valballa acquisition and the Offering on the Issuer’s financial position.
These statements are based on the audited consolidated financial statements for the Issuer for the year
ended 30 June 2006 which are prepared in accordance with A-IFRS. The audited financial statements
most recently lodged by the Issuer with ASIC can be obtained as set out in the “Important Notice™;

o information on assumptions and adjustments;
» information on use of proceeds; and
s  information on earnings coverage.

In this Offering Circular, the terms “Issuer”, “Company”, “we”, “us”, “our” and “Group” refer to Paladin
Resources Ltd and its subsidiaries, unless the context otherwise requires.

As a result of ronnding adjustments, the figures or percentages in a column may not add up to the total for that
column,

The audited financial reports of the Company, most recently lodged with ASIC, may be obtained from the
Company or the ASX as set out in the “Important Notice”. Prospective investors are advised to obtain and
read these documents before making their investment decision in relation to the Bonds.

Consolidated capitalisation and share capital after Offering

The following table sets forth the consolidated capitalisation of the Company as at 30 September 2006 and 30
June 2006 as adjusted after giving effect to the issue of the Bonds under the Offering. This table should be
read in conjunction with the Company’s audited consolidated financial statements for the year ended 30 June
2006 and related notes thereto and management’s discussion and analysis thereon.
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As at 30 June 2086 on 3 pro
Asat forma
As at 30 September 2006 after basis(l) and after
30 Junc 2006 on 1 pro giving effect to the issue of giving effect to the jssue of the
As at 30 September 2006 formma basis(T the Bonds(2) Bonds(2)
{Unaudited — AS000"s) {Unauditad — AS000°s) (Unandited — AS000’s) (Unaudited — AS000's)
Cash and A343 465 Af%65,080 AS$351.548 A$373,163
cash
equivalents
QOrdinary A$343,605 A$343,604 A%343,605 A$343,604
Shares (493,865,969 sharcs) (492.209,969 sharcs) (493,865,969 shares) (492,209,969 shares)
issued
{unlimited
authorised)
Long term A339,860 A$19,334 A5300,270 A$275.744
debt
Naotes:

(1)  After giving effect to the acquisition of Valballa, .
(2)  After deduction of the Joint Lead Managers’ fee and estimated expenses of the Offering. Assumes proceeds of Bonds are converted to AS atan
exchange rate of US§1.00 = A$1.2713.

Pro-forma consolidated financial statements for the Group including Valhalla (“Merged Group”) and
reflecting effect of the Offer

(a) Introduction

This section provides an overview of the audited financial position of the Company as at 30 Jupe 2006
together with the unaudited pro-forma balance sheet of the Merged Group as at 30 June 2006, to show the
effect of:

- completion of the acquisition of all the Valhalla shares by the Company; and

- completion of the Offer.

The balance sheets as at 30 June 2006 have been prepared in accordance with A-IFRS.
(b} Summarised Balance Sheets

Sct out below are a summary of the audited balance sheet of the Company and the proforma balance sheet of
the consolidated Merged Group, as at 30 June 2006.

This table should be read in conjunction with the financial statements for the Company and other information
contained in this document or released o ASX in accordance the Company’s contimious disclosure
obligations.
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SUMMARISED UNAUDITED PRO-FORMA BALANCE SHEET AS AT 30 JUNE 2006

Current assets
Cash and cash equivalents
Trade and other receivables

Total current assets

Non-current assets

Other financial assets

Property, plant and cquipment
Exploration and evaluation expenditure

‘Total non-current assets
Total assets

Current liabilities

Trade and other payables
Unearned revenue

Provisions

Total curreat liabilities
Non-current ligbilities
Trade and other payables
Unearned revenuc

Provisions

Interest bearing loans and borrowings
Total non-¢urrent liabilities

Total liabilities

Net assets

Equity

Contributed equity
Reserves
Accumulated losses

Total equity

Paladin Valhalla Proforma Merged Group
Resources Ltd Uranium Adjustments
Limited
AS (000°s) AS (000%s) AS (000’s) AS (0007s)
59,778 5,302 308,083 373,163
3,695 166 - 3,861
63,473 5468 308,083 377,024
7,703 - - 7,703
80,442 - - 80,442
8,650 42,185 147,988 198,803
96,835 42,185 147,988 287.008
160,308 47,653 456,071 664,032
11,074 219 - 11,293
242 - - 22
328 - - 328
11,644 219 - 11,863
41 - - 4]
979 - - 979
3,585 - - 3,585
19,334 - 260,410 279,744
23,939 - 260,410 284,349
35,583 219 260,410 296,212
124,725 47,434 195,661 367,820
148,182 47,597 147,825 343,604
11,311 - 47,673 58,984
{34,768 (163) 163 (34,768)
124,725 47434 195,661 367,820

Basis of preparation of the unandited pro-forma balance sheet.

For the purposes of preparing the unaudited pro-forma balance sheets, the Company has utilised the audited
balance sheet of Valhalla as at 30 June 2006. Pro-forma adjustments and assumptions have been made to
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present the balance sheet as at 30 June 2006. These adjustments and assumptions are detailed in the section
immediately below.

The Company has utilised its own audited balance sheet as at 30 June 2006.

Acquisition accounting entries have then been made, consistent with the terms of the Offer and the
assumptions set out below, in order to arrive at an unaudited pro-forma consolidated balance sheet of the
Merged Group as at 30 June 2006.

The pro-forma balance sheets are indicative only. The directors of the Company have drawn their conclusions
based on the known facts and other information publicly available. If the facts, circumstances, assumptions or
other information should prove to be different to that described, the conclusions may change accordingly.

All adjustments have been made in accordance with A-IFRS.
Adjustments and assumptions used in preparing the unaudited pro-forma consolidated balance sheets

The following adjustments and assumptions have been made in the preparation of the pro-forma unaudited
consolidated balance sheet of the Merged Group, as set out in the section immediately above:

- The issue of 37,974,256 Company shares (at an issue price of A$5.09 which was the price at 7 September
2006} to sharcholders of Valhalla pursuant to the offer for Valhalla shares, and before issue costs.

- The excess of the consideration paid over the fair value of Valhalla’s non mineral assets resulting from
the transaction has been attributed in full to Mining and Exploration Properties. This has resulted in the
recognition of exploration expenditure acquired in the proposed transaction of A$147,987,842. The
accounting for the proposed transaction has been treated as the acquisition of an asset as the directors are
of the opinion that the proposed transaction does not fall within the scope of AASB 3 “Business
Combinations”.

- Approximately A$2,132,879 in costs were incurred by the Company in rclation to the offer for Valhalla
shares and have been capitalised as a component of the cost of acquiring Valhalla as part of the
Company’s investment in Valhalla.

- The issue of U.8.$250,000,000 in aggregate principal amount of convertible bonds in accordance with
the Offer, after deduction of the Joint Lead Managers” fee of 2.75% and estimated expenses of
A$1,000,000 for the Offering. The allocation of the convertible bond in accordance with A-IFRS has
been assumed to be a liability for 85% of the gross proceeds less foes and expenses; and the balance
allocated to an equity reserve. An exchange rate assumption of U.8.$1.00 = A$1.2713 has been used.

September 2006 Quarterly Report

On 8 November 2006 the Company released its September 2006 Quarterly Report which contains a Report to
Shareholders, Management Discussion and Analysis and Interim Consolidated Financial Statements.

Since 30 June 2006 the Company has maintained its focus on uranium projects and corporate activities which
has resulted in the use of cash and drawdown of U.5.$22,105,480 in project finance for the Langer Heinrich
Uranium Project.

Use of Proceeds

The net proceeds of the issue of the Bonds are expected to amount to approximately U.8.5242.3 million,
subject to adjustment for certain expenses in connection with the Offering. The net proceeds will be used by
the Issuer to further advance the development of the Kayelekera Project in Malawi, establish a uranium
marketing subsidiary, fund opportunities as they arise 1o support acquisitions and corporate growth and for
general corporatc purposes. The Company’s uranium marketing subsidiary will, amongst other things
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establich its own uranium inventory to afford the Paladin Group flexibility and stability of ongoing supply in a
dynamic uranium market.

Earnings Coverage

The Company’s earnings coverage ratio for the year ended 30 June 2006 is less than one-to-one. The
Company’s pro forma earnings coverage ratio for the year ended 30 June 2006 after giving effect to the
acquisition of Valhalla is also less than one-to-one. The Company’s consolidated net foss for the year ended
30 June 2006 was A$7,486,000.

Assuming the issuance of the Bonds based on an exchange rate of U.S.$1.00 = A$1.2713, the incremental
amount of consolidated net earnings required to achieve an eamings coverage ratio of one-to-one would be
A$21.9 million for the year ended 30 June 2006.
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7. GLOBAL BOND PROVISIONS

This section summarises the provisions relating to the Bonds while represented by the Global
Bonds.

Initial Issue of Bonds

Upon the initial registration of the Bonds in the name of a nominee of BEuroclear and Clearstream,
Luxembourg and delivery of the Global Bond to a2 common depositary for Euroclear and Clearstream,
Luxembourg (the “Common Depositary™), Euroclear or Clearstream, Luxembourg will credit each subscriber
with a nominal amount of Bonds equal to the nominal amount thereof for which it has subscribed and paid.

Relationship of Accountholders with Clearing Systems

Each of the persons shown in the records of Euroclear and Clearstream, Luxembourg as the holder of a Bond
represented by the Global Bond must look solely to Euroclear or Clearstream, Luxembourg {as the case may
be) for his share of each payment made by the Issuer to the holder of the underlying Bond and in relation to
all other rights arising under the Global Bond, subject to and in accordance with the respective rules and
procedures of Euroclear and Clearstream, Luxembourg. Such persons shall kave no claim directly against the
Issuer in respect of payments due on the Bonds for so long as the Bonds are represented by the Global Bond
and such obligations of the Issuer will be discharged by payment to the holder of the underlying Bond, as the
case may be, in respect of each amount so paid.

Bonds that are initially issned to purchasers in Canada will be subject to a hold period of 4 months following
the Closing Date, during which time such Bonds will only be transferable pursuant to a further exemption
from the progpectus requirements of applicable Canadian securities laws. For a farther description of these
restrictions see **9. Subscription and Sale - Sales Restrictions - Canada™.

Exchange

The Global Bond will be exchangeable (free of charge to the holder of the Global Bond and the Bondholders)
in whole, but not in part, for the definitive Bonds described below if, but only if, (i) the Global Bond is held
on behalf of Clearstream, Luxembourg and/or Furoclear and either such clearing system is closed for business
for a continuous period of 14 days (other than by reason of holidays, statutory or otherwise) or announces an
intention permanently to cease business or does in fact do so or (i) there shall have occurred and be
continuing an Event of Default. Thereupon the holder may give notice to the Trustee of its intention to
exchange the Globzl Bond for definitive certificates in respect of the Bonds on or after the Exchange Date (as
defined below) specified in the notice.

On or after the Exchange Date, the Issuer will deliver, or procure the delivery of, an equal aggregate principal
amount of duly executed and authenticated definitive Bonds in registered form, printed in accordance with
any applicable legat and stock exchange requirements and in, or substantially in, the form set out in the Trust
Deed. Such definitive Bonds will be registered in the name of the accountholders at Clearstrcam, Luxembourg
and Euroclear which previously had Bonds credited to the accounts.

“Exchange Date” means a day falling not less than 60 days after that on which the notice requiring exchange
is given and on which the banks are open for business in the city in which the specified office of the Registrar
is located.
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Conversion Rights

Subject to the requitements of Buroclear and Clearstream, Luxembourg, the Conversion Rights attaching to
the Bonds in respect of which the Global Bond is issued may be exercised by the presentation to or to the
order of the Principal Paying, Transfer and Conversion Agent of one or more Conversion Notices duly
completed by or on behalf of a holder of a boak-entry interest in such Bonds. . The exercise of the Conversion
Right shall be notified by the Principal Paying, Transfer and Conversion Agent to the Registrar and the holder
of the Global Bond. ’

A holder of an interest in Bonds that were initially issued to a purchaser in Canada aud who exercises the
Conversion Right in respect of such Bonds within the hold period of 4 months following the Closing Date
will receive Ordinary Shares in certificated form on the Company’s share register in Canada. The certificate in
respect of such Ordinary Shares will contain a legend relating to the four month hold (from the Closing Date)
and will relate to the applicable Canadian transfer restrictions. Such Ordinary Shares will not be freely
tradeable with the Issuer’s other outstanding Ordinary Shares for so long as such transfer restrictions apply
and will only be transferable pursuant to a further exemption frotu the prospectus requirements of applicable
Canadian securities laws. For a further description of these restrictions see “9. Subscription and Sale - Sales
Restrictions - Canada”.

Redemption at the Option of the Issuer

The options of the Issuer provided for in Condition 7(b)} and 7(c) shall be exercised by the Issuer giving notice
to the Bondholders within the time limits set out in, and containing the information required by, that
Condition.

Tax Election Option of the Bondholders

The option of the Bondholders provided for in Condition 7(c) may be exercised by the holder of the Global
Bond by giving notice to any Paying, Transfer and Conversion Agent within the time limits relating to the
deposit of Bonds in Condition 7{c} and substantially in the form of the Bondholders Tax Election Notice as
set out in Schedule 3 to the Paying, Transfer and Conversion Agency Agreememnt. Such notice shall be
obtainable from the specified office of any Paying, Transfer and Conversion Agent and shall state the number
of Bonds in respect of which the option is exercised. Upon exercise of the option the relevant Bondholder
shall present the Global Bond to the Registrar for annotation in Schedule A thereto accordingly.

Redemption at Option of the Bondholders

The Bondholders’ put option in Condition 7(e) may be exercised by the holder of the Global Bond giving
notice to the Principal Paying, Transfer and Conversion Agent of the principal amount of Bonds in respect of
which the option is exercised and presenting the Global Bond for endorsement or exercise within the time
limits specified in such Conditions and the principal amount of the Bonds will be reduced in the Register
accordingly.

Trustee’s Powers

In considering the interests of Bondholders the Trustee may, to the extent it considers it appropriate to do 50 in
the circumstances, (a) have regard to such information as may have been made available to it by or on behalf
of the relevant clearing system or its operator as to the identity of its accountholders (either individually or by
way of category) with entitlements in respect of Bonds and (b} consider such interests on the basis that such
accountholders were the holders of the Bonds represented by this Global Bond.
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Enforcement

For the purposes of enforcement of the provisions of the Trust Deed against the Trustee, the persons named in
a certificate of the holder of the Bonds represemted by the Global Bond shall be recognised as the
beneficiaries of the trusts set out in the Trust Deed to the extent of the principal amount of their interest in the
Bonds set out in the certificate of the holder as if they were themselves the holders of Bonds in such principal
amounts.

Payments

Payments of principal in respect of Bonds represented by the Global Bond will be made against presentation
and, if no further payment falls to be made in respect of the Bonds, surrender of the Global Bond to or to the
order of the Principal Paying, Transfer and Conversion Agent or such other Agent as shall have been notified
to the holder of the Global Bond for such purpose.

Notices

So long as the Bonds are represented by the Global Bond and the Global Bond is held on behalf of a clearing
system, notice to holders of the Bonds may be given by delivery of the relevant notice to that clearing system
for communication by it to entitled accountholders in substitution for publication as required by the
Conditions, except that the Issuer shall also ensure that all notices are duly published in a manner which
complies with the rules and regulations of any stock exchange or other relevant authority on which the Bonds
are for the time being listed and/or admitted to trading.

Prescription

Claims against the Issuer in respect of principal and interest on the Bonds while the Bonds are represented by
the Global Bond will become prescribed after a period of 10 years (in the case of principal) and five years (in
the case of interest) from the appropriate Relevant Date (as defined in the Conditions).

Claims in respect of any other amounts payable in respect of the Bonds shall be prescribed and become void
unless made within 10 years following the due date for payment thereof.
Redemption or Purchase and Cancellation

Cancellation of any Bonds to be cancelled following their purchase will be effected by endorsement by or on
behalf of the Principal Paying, Transfer and Conversion Agent of the reduction in the principal amount of the
Global Bond and by an appropriate entry made in the Register maintained in respect of thc Bonds.

Meetings

At any meeting of Bondholders, the holder of the Global Bond will be treated as having one votc in respect of
each U.5.5200,000 in principal amount of Bonds.

The Trustee may allow to attend and speak (but not to vote) at any meeting of Bondholders any accountholder
{or the representative of any such person) of a clearing system with an interest in the Bonds represented by
this Global Bond con confirmation of entitiement and proof of his identity.
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8. TAX IMPLICATIONS

AUSTRALIAN TAXATION
INTRODUCTION
Scope

The following is a general summary of the material Australian income tax and capital gains tax (“CGT")
consequences arising under the frcome Tax Assessment Act 1936 and the Income Tax Assessment Act 1997
(the “Tax Acts”) and any relevant regulations, rulings, or judicial or administrative interpretations as at the
date of this Offering Circular in relation to an investment in the Bonds by purchaser of the Bonds
(*Bondholder™).

This general summary is not intended to be nor should it be construed to be legal or tax advice to any
particular investor. Prospective investors are urged to contact their tax advisers for specific advice relating to
their particular circumstances, in particular in relation to local taxes in their home jurisdictions.

While the Issuer has sought legal advice on the Australian taxation implications of the Bonds, it has not
sought, and does not intend to seek, a mling from the Australian Taxation Office or any other revenue
authority in relation to this matter.

Payments under the Bonds

It should be noted that the Bonds should be properly characterised as debt interests in the Issuer for Australian
tax purposes on the basis that the Issuer is under an effectively non-contingent obligation to pay the
Bondholders (in the form of interest and the redemption price) an amount at least equal to the amount paid by
Bondhelders for the Bonds.

Accordingly, payments made under the Bonds will constitute interest or amonnts in the nature of interest in
the hands of the Bondholders.

NON-RESIDENT INVESTORS

Scope

The following paragraphs deal with the consequences 1o a Bondholder who:

- is not a resident of Australia for tax purposes;

- does not carry on business in Australia or have a permanent establishment or fixed base in Australia;
- purchased the Bonds pursuant to the offer detailed in this Offering Circular; and

-« holds the Bonds on capital account.

This summary assumes that the issue of the Bonds by the Issuer will satisfy one of the public offer tests that is
described in section 128F(3) of the Tax Act.

Australian withholding taxation

Payments of interest or amounts in the nature of interest to a Bondholder will be subject to a 10% withholding
tax unless either the exemption provided by section 128F of the Tax Act applies or an exemption is available
under a double tax treaty. As it is assumed that an exemption under section 128F will be avaitable, no further
consideration is given to exemptions under double tax treatics. If section 128F of the Tax Act does apply,
there will be no Australian withholding tax on payments of interest or amounts in the nature of interest.
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The exemption in section 128F of the Tax Act is not available where Bonds are issued or interest is paid to an
associate, as defined in section 128F of the Tax Act, of the Issuer if the Issuer knew or had reasonable grounds
to suspect the payee was an associate at the time of the issue of the Bonds (other than in the capacity of a
dealer, manager, or underwriter in relation to the placement of the Bonds or a clearing house, custodian, funds
manager or responsible entity of a registered scheme) or at the time the interest is paid.

The Issuer intends to issue the Bonds in a manner which will satisfy the public offer test and which othcrwise
meets all relevant requirements of section 128F of the Tax Act. If that is done, then based on the current
legislation and administration policy of the Australian Taxation Office, the exemption will be available.

Profits or Gains on Disposal or Redemption of the Bonds
General

Any profit or gain made on a disposal or a redemption of the Bonds will not be subject to Australian tax
provided that such profit or gain does not have an Australian source (as described under “Australian Source”

below).

Australian Source

‘Whether a profit or gain on a disposal or a redemption of the Bonds has an Ausiralian source is a question of
fact that will be determined on the basis of the circumstances existing at the time of the disposal or
redemption.

In general, the profit or gain should not have an Australian source provided that the Bonds are:
- acquired and held outside Australia;

- held in connection with a business conducted exclusively outside Australia; and

- are disposed of to a non-resident directly or to a non-resident through a non-resident agent.

However, this is not an exhaustive list of the factors that can determine source, nor would the absence of one
of these elcments, of itself, mean that there is an Australian source, as it will depend on all the relevant
circumstances,

Double Tax Treaty

If the profit or gain on disposal or redemption of a Bond is deemed to have an Australian source, a
Bondholder may be eligible for relief from Australian tax on such profit or gain under a double tax treaty
between Australia and the Bondholder’s country of residence. Prospective purchasers should consult their tax
advisers regarding their entitlement to benefits under a tax treaty.

Conversion of Bonds into Qrdinary Shares

A Bondholder will be entitled to exercise Conversion Rights and receive Ordinary Shares upon surrendering
the relevant Bond to the Issuer.

For income tax and CGT purposes, no taxable gain or profit should arise to the Bondholder on the conversion
of the Bond into Ordinary Shares even if the gain or profit has an Australian source, as the conversion is not
regarded as a taxable event.

Ordinary Shares
The Ordinary Shares issued to a Bondholder on an exercise of the Conversion Rights are CGT assets.

The cost base of the Ordinary Shares for CGT purposes will be the cost base of the Bonds at the time of
conversion plus any amounts paid to convert the Bonds. A subsequent disposal of Ordinary Shares by a
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Bondholder should rot give rise to any capital gains or capital losses on disposal unless the Ordinary Shares
have the necessary connection with Australia. The Ordinary Shares should not have the necessary connection
with Australia for a Bondholder unless:

- the Bondholder acquired the Ordinary Shares in the course of carrying on a business in Australia at or
through a permanent establishment in Australia; or

- the Bondholder (together with its associates) owns or has owned at any time during the five years before
a disposal, at least 10% by value of the Ordinary Shares.

We note that proposed legislation has been introduced into Parliament which amends the current legislation
such that non residents of Australia will only be snbject to tax on the disposal of assets (such as the Ordinary
Shares) if the assets are held through a permanent establishment in Australia, or the assets are actually or
predominantly real estate or shares or units in entities whose assets are wholly or predominantly real estate. It
is proposed that the changes will apply to disposals occurring on or after the date the legislation receives
Royal Assent.

Australia has an imputation system where tax paid at the company level is imputed to shareholders in
determining the taxation consequences of dividends paid by the company. A dividend will be treated as
“franked” where the dividend is paid out of profits of the company that have already been subject to tax. The
Bondholders would be subject to Australian dividend withholding tax at a rate of 30% to the extent that the
dividends paid by the Issuer on its Ordinary Shares were unfranked (the rate of withholding tax may be
reduced in accordance with any double tax treaty between the Bondholder’s home jurisdiction and Anstralia).
However, the Bondholders would not be subject to Australian dividend withholding tax or other Australian
income tax in relation to fully franked dividends paid on the Ordinary Shares.

RESIDENTS
Scope
The following is a summary for a Bondholder who:

- is aresident of Australia for income tax purposes or i a non-resident who carries on business in Australia
or through a permanent establishment or fixed place in Australia and the holding of the Bonds is
connected with such place of business; and

- purchased the Bonds pursuant to the offer detailed in this Offering Circular.

Interest

Interest income paid under the Bonds will be included in a Bondholder’s assessable income.
Profits or Gains on Disposal or Redemption of the Bonds

General

Any profit or gain made on a disposal or a redemption of the Bonds will be included in a Bondholder’s
assessable income.

Conversion of Bonds into Ordinary Shares

A Bondholder will be entitled to exercise Conversion Rights and receive Ordinary Shares upon surrendering
the relevant Bond to the Issuer.

For income tax and CGT purposes, no taxable gain aor profit should arise to the Bondholder on the conversion
of the Bond into Ordinary Shares as the conversion is not regarded as a taxable event.
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Ordinary Shares

The Ordinary Shares issued to a Bondholder on an exercise of the Conversion Rights are CGT assets. The
cost base of the Ordinary Shares for CGT purposes will be the cost base of the Bonds at the time of
conversion plus any amounts paid to convert the Bonds. A subsequent disposal of Ordinary Shares by a
Bondholder may give rise to ordinary income or capital gains or disposal,

GOODS AND SERVICES TAX (“GST”)

GST should not be payable by the Bondholders in respect of the issue or redemption of Bonds by the Issuer or
the conversion of Bonds into Ordinary Shares.

STAMPDUTY

The issue or transfer of the Bonds will not be subject to stamp duty in any Australian jurisdiction, As the
Issuer is listed on the ASX, the conversion of the Bonds into Ordinary Shares, or the transfer of the Ordinary
Shares after conversion, will not be subject to stamp duty except in certain circumstances. In the event that the
Ordinary Shares are suspended from quotation, stamp duty may be assessed in an Australian jurisdiction
where the Issuer holds interests in land at the time of the conversion or transfer, if the Issuer is “land rich” and
the conversion or transfer results in a person and its defined associates holding an interest of 50% or more in
the Issuer. In the event that the Ordinary Shares remain quoted on the ASX, stamp duty may be chargeable if
the Issuer is “land rich” in Western Australia and the conversion or transfer results in a person and its defined
associates holding an interest of 90% or more in the Issuer. In general, a company will be land rich in a
particular jurisdiction if it i3 entitled to land in that jurisdiction with a value equal to or greater than a
specified amount (usually A$1 million) and its worldwide land has a total value equal to or greater than a
specified percentage (usually 60%) of the value of all property (cther than certain excluded items) to which it
is entitled.

Further stamp duty advice should be sought before any conversion of Bonds or transfer of Ordinary Shares
which may result in a person and its associates holding an interest of 50% or more in the Issuer.

AD7082360/0.18/30 Nov 2006 37



9. SUBSCRIPTION AND SALE

This section summarises the Subscription Agreement entered into by the Company and the Joint Lead
Managers. It also sets out restrictions on the Offering in various jurisdictions.

SUBSCRIPTION AGREEMENT

Royal Bank of Canada Europe Limited and UBS Limited (the “Joint Lead Managers™) have entered into a
subscription agreement dated 30 Noverber 2006 with the Issuer (the “Subscription Agreement”). Upon the
terms and subject to the conditions contained therein, the Joint Lead Managers have agreed to subscribe or
procure subscribers either directly or through any of their respective affiliates for the aggregate principal
amount of the Bonds at the issue price of 100 per cent. of their principal amount (the “Issue Price™). The
obligations of the Joint Lead Managers are several, as to half the aggregate principal amount of the Bonds
each.

The Issucr has agreed to pay to the Joint Lead Managers a combined management and underwriting
commission and selling commission of 2.75 per cent. of the gross proceeds raised from the issue of the
Bonds.

The Issuer has also agreed to reimburse the Joint Lead Managers for cerfain of their expenses incurred in
connection with the management of the issue of the Bonds. The Joint Lead Managers are entitled in certain
circumstances to be released and discharged from their obligations under the Subscription Agreement prior to
the closing of the issue of the Bonds.

The Issuer has undertaken that during the period commencing on the date of the Subscription Agreement and
ending 90 days after the Closing Date, it will not, and the Issuer has undertaken to procure that none of its
subsidiaries will, without the prior written consent of the Joint Lead Managers, (i) directly or indirectly, issue,
offer, pledge, sell, contract to issue or sell, issue or sell any option or contract to purchase, purchase any
option or contract to issue or sell, grant any option, right or warrant to purchase or otherwise transfer or
dispose of, directly or indirectly, any Ordinary Shares or any securities convertible into or exercisable or
exchangeable for Ordinary Shares or announce an intention to do any of the foregoing or (ii) enter inte any
swap or any other agreement or any transaction that transfers, in whole or in part, directly or indirectly, any of
the economic consequences of ownership of Ordinary Shares, whether any such swap or transaction described
in paragraph (i) or (i) above is te be settled by delivery of Ordinary Shares or such other securities, in cash or
otherwise. The foregoing sentence shall not apply (a) to the Bonds or (b) in connection with transactions
which have already been publicly announced or {c} pursuant to conversion of the Bonds or the conversion or
exchange of any existing bonds or cther securitics which carry the right of conversion or exchange into
Ordinary Shares or (d) pursuant to any redemption or repurchase of existing bonds which carry the right of
conversion or exchange into Ordinary Shares or (e) upon exercise of existing options in respect of Ordinary
Shares or (f) to the issve or grant of securities under any employees’ or directors’ incentive scheme (whether
or not jn existence as at the date of the Subscription Agreement) or (g) to an issue of securities as
consideration for any merger or acquisition provided that the Issuer obtains the prior written consent of the
Joint Lead Managers (such consent not to be unreasonably withheld).

The Joint Lead Managers and each of their affiliates have or may have, in the past, performed investment
banking and advisory services for the Issuer and the Group, for which they have received customary fees and
expenses. The Joint Lead Managers and each of their affiliates may, from time to time, engage in further
transactions with, and perform services for, the Issuer and the Group in the ordinary course of their
businesses.

A07082360/0.18/30 Nov 2006 38



SALE RESTRICTIONS

United States of America

The Bonds and the Ordinary Shares to be issued upon conversion of the Bonds have not been and will not be
registered under the Securities Act and may not be offered or sold within the United States except pursuant to
an exemption from, or in a transaction not subject to, the registration requirements of the Securities Act,
Under the terms of the Subscription Agreement each Joint Lead Manager represents that it has not offered or
sold, and agrees that it will not offer or sell, any Bonds constituting part of its allotment within the United
States except in accordance with Rule 903 of Regulation S under the Securities Act. Accordingly, neither it,
its affiliates nor any persons acting on its or their behalf have engaged or will engage in any directed selling
efforts with respect to the Bonds.

The Bonds are being offered and sold outside of the United States to non-U.S. persons in reliance on
Regulation S under the Securities Act.

United Kingdom
Each Joint Lead Manager has also represented, warranted and agreed in the Subscription Agreement that:

(a) it has only communicated or caused to be communicated, and will only communicate or cause to be
communicated, any invitation or inducement to engage in investment activity (within the meaning of
section 21 of the Financial Services and Markets Act 2000 (“FSMA™)) received by it in connection
with the issue or sale of any Bonds in circumstances in which section 21(1) of the FSMA does not
apply to the Issuer; and

(b) it has complied and will comply with all applicable provisions of the FSMA. with respect to anything
done by it in relation to any Bonds in, from or otherwise involving the United Kingdom.

Australis
Each Joint Lead Manager has represented and agreed in the Subscription Agreement that it:

{a) has not made or invited, and will not make or invite, an offer of the Bonds for issue or sale in Australia
(including an offer or invitation which is received by a person in Australia); and

(b) has not distributed or published, and will not distribute or publish, the Offering Circular or any other
offering material or advertissment relating to any Bonds in Australia,

unless (i) the offeree is a sophisticated or professicnal investor within sections 708(8), (10) and (11) of the
Cotporations Act, and (ii} such action complies with applicable laws and directives.

Canada

Under the terms of the Subscription Agreement each Joint Lead Manager has acknowledged that no
prospectus in relation to the Bonds has been or will be prepared and filed with any Canadian securities
regulatory authority. [Each Joint Lead Manager has also represented and agreed in the Subscription
Agreement that it;

(@ will provide o each prospective purchaser of Bonds in Canada a copy of this Offering Circular
together with the form of wrap agreed between the partics for use in Canada (collectively, the
“Canadian Wrap™);

(b) will ensure that each purchaser of Bonds in Canada executes and delivers to the Company a copy of
the form of subscription agreement agreed between the parties for use in Canada;
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(c) will ensure that a confirmation of purchase is given to each purchaser of Bonds in Canada and that
cach such confirmation bears the legend set forth in clause (b) of the paragraph immediately below;
and

(d) has not distributed or published, and will not distribute or publish any offering material or
advertisement relating to the Bonds in Canada, other than the delivery of a copy of the Canadian
‘Wrap to each prospective purchaser of Bonds.

The distribution of the Bonds in Canada is being made on a private placement basis. Accordingly, any resale
of the Bonds or the underlying Ordinary Shares issued upon the conversion of the Bonds must be made
through an appropriately registered dealer or in accordance with an exemption from the dealer registration
requirements of applicable provincial securities laws. As well, any resale of the Bonds or the underlying
Ordinary Shares issued upon the conversion of the Bonds must be made in accordance with, or pursuant to an
exemption from, the prospectus requirements of those laws, unless the following conditions are satisfied:

(a) at lsast four months have elapsed since the date of the distribution of the Bonds;

(b) the confirmation of trade in respect of the Bonds and the share certificate in respect of any
underlying Ordinary Shares issued on conversion of the Bonds by the purchaser prior to the date that
is four months and a day after the date of the initial distribution of the Bonds issued 1o the purchaser
bears the following legend restriction notation stating “Unless permitted by securities legislation the
holder of this security must not trade the security before 16 April 2007”;

{c) the trade is not a “control distribution” as defined in applicable securities law;

{d) no unusual effort is made to prepare the market or to create 2 demand for the Bonds or the
underlying Ordinary Shares, as the case may be; and

(e) no extraordinary commission or consideration is paid to a person or company in respect of the trade
of the Bonds or the underlying Ordinary Shares, as the case may be.

These resale restrictions may in some circumstances apply to resales made outside of Canada.

A Canadian resident purchaser seeking to resell the underlying Ordinary Shares issned upon the conversion of
the Bonds prior to the end of the four month period referred to in paragraph (a) above should contact the
Issuer and its Canadian transfer agent, Computershare Investor Services Inc., to establish that the necessary
Canadian prospectus exemption is available and to make arrangements to temove the legend from its share
certificate to permit resale of the Ordinary Shares.

European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus
Directive {each, a “Relevant Member State™), each Joint Lead Manager has represented, warranted and agreed
in the Subscription Agreement that with effect from and including the date on which the Prospectus Directive
is implemented in that Relevant Member State (the “Relevant Tmplementation Date™), it has not made and
will not make an offer of the Bonds to the public in that Relevant Member State prior to the publication of a
prospectus in relation to such offer which has been approved by the competent authority in that Relevant
Member State or, where¢ appropriate, approved in another Relevant Member State and notified to the
competent authority in that Relevant Member State, all in accordance with the Prospectus Directive, except
that it may, with effect from and including the Relevant Implementation Date, make an offer of the Bonds to
the public in that Relevant Member State at any time: (i) to legal entities which are authorised or regulated to
operate in the financial markets or, if not so authorised or regulated, whose corporate purpose is solely to
invest in securities, (ii} to any legal entity which has two or more of (a) an average of at least 250 employees
during the last financial year, (b} a total balance sheet of more than euroc 43,000,000, and (c) an annual net
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turnover of more than euro 50,000,000, as shown in its last annual or consolidated accounts, (iii) to fewer than
100 natural or legal persons (other than qualified investors as defined in the Prospectus Directive), or (iv) in
any other circumstances which do not require the publication by the Issuer of a prospectus pursuant to Article
3(2) of the Prospectus Directive, provided in each case outlined in (i} to (iv) above inclusive that no such offer
of Bonds shall result in a requirement for the publication of the Issuer or the Joint Lead Managers of a
prospectus pursuant to Article 3 of the Prospectus Directive.

For the purposes of the preceding paragraph, the expression “an offer of Bonds to the public” in relation to the
Bonds in any Relevant Member State means the communication in any form and by any means of sufficient
information on the terms of the offer and the Bonds to be offered so as to enable an investor to decide to
purchase or subscribe the Bonds, as the same may be varied in that Member State by any measure
implementing the Prospectus Directive in that Member State and the expression “Prospectus Directive” means
Directive 2003/71/EC and includes any relevant implementing measure in each Relevant Member State.

Singapore

Under the terms of the Subscription Agreement each Joint Lead Manager has acknowledged that this Offering
Circular bas not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, each
Joint Lead Manager has represented, warranted and agreed in the Subscription Agreement that it has not
offered or sold any Bonds or caused such Bonds to be madc the subject of an invitation for subscription or
purchase and will not offer or sell such Bonds or canse such Bonds to be made the subject of an invitation for
subscription or purchase, and has not circulated or distributed, nor will it circulate or distiibute, this Offering
Circular or any other document or material in connection with the offer or sale, or invitation for subscription
or purchase, of such Bonds, whether directly or indirectly, to persons in Singapore other than (i) to an
institutional investor under Section 274 of the Securities and Futures Act, Chapter 289 of Singapore (the
“SFA™), (ii) to a relevant person pursuant to Section 275(1), or any person pursuant to Section 275(1A), and
in accordance with the conditions specified in Section 275, of the SFA, or (111} otherwise pursuant to, and in
accordance with the conditions of, any other applicable provision of the SFA.

Notes:
Where the Bonds are subscribed or purchasced under Section 275 of the SFA by a relevant person which is:

{a)} a corporation (which is not an accredited investor {as dcfined in Section 4A of the SFA)) the sole business of which
is to hold investments and the entire share capital of which is owned by one or more individuals, each of whom is
an accredited investor; or

{b) a trust (where the trustee is not an accredited investor) whosc solc purpose is to hold investments and each
beneficiary of the trust is an individual who is an accredited investor,

shares, debentures and units of shares and debentures of that corporation or the beoncficiarics' rights and interest
(howsoever described) in that trust shall not be transferred within six months after that corporation or that trust has
acquired the Bonds pursuant to an offer made under Section 275 of the SFA except:

(i) to an institutional investor (for corporations, under Section 274 of the SFA) or to a relevant person defined in
Scotion 275(2) of the SFA, or to any person pursuant to an offer that is made on terms that such shares, debentures
and units of shares and debentures of that corporation or such rights and interest in that trust are acquired at a
consideration of not less than S$200,000 (or its equivalent in a foreign currency) for each transaction, whether such
amount is to be paid for in cash or by exchange of sccuritics or other assets, and further for corporations, in
accordance with the conditions specified in Section 275 of the SFA,;

(ily where no consideration is or will be given for the transfer; or

(iif) wherc the transfer is by operation of law.

A07082360/0.18/30 Nov 2006 a1



General

Under the terms of the Subscription Agreement no action has been or wilt be taken in any jurisdiction by the
Joint Lead Managers or the Issuer that would permit a public offering of the Bonds, or possession or
distribution of this Offering Circular or any other offering or publicity material relating to the Bonds, in any
country or jurisdiction where action for that purpose is required. Each Joint Lead Manager has agreed in the
Subscription Agreement that it will comply (to the best of its knowledge and belief) with all applicable laws
and regulations in each jurisdiction in which it acquires, offers, sells or delivers Bonds or has in its possession
or distributes this Offering Circular or any other such material, in all cases at its own expense.
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10. ADDITIONAL INFORMATION

OWNERSHIP RESTRICTIONS

FATA

The acquisition of interests in the Company is regulated by the Australian Foreign Acquisitions and Takeovers
Act (FATA) and Corporations Act.

FATA generally prohibits (with the sanction of penalties) the acquisition by a "foreign person® of certain
interests in the Company, and gives the Treasurer of the Commonwealth of Australiz power to make a
divestment order in respect of such an acquisition, if a single foreign person (alone or together with its
associates) would have an interest in 15% or more of the shares or votes of the Company, or a number of
foreign persons (alone or together with their respective associates) would have in aggregate an interest in 40%
or more of the shares or votes of the Company, unless prior notice of the acquisition has been given to the
Treasurer and the Treasurer has either stated that there is no objection to the acquisition or a statutory period
has expired without the Treasurer objecting.

Takeover Restrictions

The takeover provisions in chapter 6 of the Corporations Act prohibit (with the sanction of penalties) the
acquisition of certain interests in the Company, if as a result of the acquisition the acquirer’s (or another
party's) “voting power” in the Company would increase to above 20%, or would increase from a starting point
that is above 20% and below 90%. That prohibition is subject to a number of exceptions, including for
acquisitions pursuant to a regulated takeover bid. Chapter 6C of the Corporations Act also contains provisions
requiring market disclosure of certain interests (and changes in interests) in the Company by persons holding
voting power in the Company of 5% or more,

ASX Listing Rules

The ASX Listing Rules prohibit the issue of equity or convertible securities if the value of those securtties,
when aggregated with the vakie of any other securities of the same class issued during the previous 12
months, exceeds 15% of the value of the same class of security on issue at the commencement of that period
of 12 months, inter alia, except with prior shareholder approval, or to ordinary shareholders pro rata, or
pursuant to a takeover or scheme of arrangement, or to finance a takeover or scheme of arrangement, or an
exercise by the directors of a declared right to dispose of the shortfall remaining after a pro rata equity
offering.

INTERESTS AND FEES
Interests of Directors

Other than as set out below or elsewhere in this Offering Circular, no Director or a candidate for election as
Director has, or has had within the two years prior to lodgement of this Offering Circular, any interest in:

- the promotion or formation of the Company;

- property acquired or proposed to be acquired by the Company in connection with its formation or
promotion or the Offering; or

- the Offering,

and no amounts have been paid or agreed to be paid and no benefits have been given or agreed to be given to
any Director or any candidate for election as a Director:
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- toinduce him or her to become, or to qualify him or her as, a Director; or

- for services rendered by him or her in connection with the formation or promotion of the Company or the
Offering.

Details of the interests of the Directors in the securities of the Company as at the date hereof, including those
held directly and indirectly, are disclosed in the Company’s most recent Management Information Circular
dated 17 October 2006 in a table on pages 8 and 9 and in the section entitled “Statement of Execntive
Compensation” starting at page 16.

As disclosed in the Management Information Circular, at the annual general meeting of the shareholders of
the Company held on 21 November 2006 the sharcholders approved the grant of up to 3,000,000 options to
John Borshoff, the Managing Director of the Company, at an exercise price that was the market value of a
share of the Company as at the date of grant.

Details on the Directors’ remuneration are contained in the most recently lodged annual report for the
Company.

The information described above can be obtained from the Company, ASIC or the ASX respectively, as set
out in the “Important Notice™.

Interests of Promoters, Advisers and Experts

Other than as set out in the Offering Circular, no promoter, no professional, adviser or expert named as such
in this Offering Circular and no Underwriter to the Offering or financial services licensee named as a financial
services licensee involved in the Offering has, or has had within the two years prior to lodgement of this
Offering Circular, any interest in:

- the promotion or formation of the Company;

- property acquired or proposed to be acquired by the Company in connection with its promotion ot
formation or the Offering; or

- the Offering.

and no amounts have been paid or agreed to be paid and no benefits have been given or agreed to be given to
any such persons for services rendered by him or her in connection with the formation or promotion of the
Company or the Offering,

Royal Bank of Canada Europe Limited and UBS Limited have acted as the Joint Lead Managers to the Offer.
Their fees in connection with the Offering are as set out under “Subscription Agreement” in Section 9 above.

Emst & Young, Chartered Accountants (Australia) have acted as auditors of the Company. Their fec is
expected to be approximately A$80,000 for services provided in connection with the Qffering.

Freehills have acted as lcgal advisers of the Company on matters of Australian law (excluding taxation law) in
relation to the Offering. Their fee is expected to be approximately A$200,000 for services provided in
connection with the Offering,

Expenses and Fees of Professional Advisors

The total estimated expenses and fees of the Offering (including underwriting fees, legal fees and other
consulting fees, registration and listing fees and other expenses) will be approximately A$1,000,000, which is
payable by the Company and will be deducted from the proceeds of the Offering.

AUTHORISATIONS AND CONSENTS
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Written consents have been given and, at the time of lodgement of this Prospectus with ASIC, have not been
withdrawn by the parties identified below on the terms stated below. Each of the parties set out below:

- does not make, or purport to make, any statement in this Offering Circular and is not aware of any
statement in this Offering Circular, which purports to be based on a statement made by them; and

- to the maximum extent permitted by law, expressly disclaims and takes no responsibility for any part of
this Offering Circular other than a reference to its name,

Directors’ Authorisations

This Offering Circular is issued by Paladin Resources Ltd A.CN. 061 681 098. Each Director consents to the
lodgement of this Offering Circular with ASIC.

Auditors® Consent

Emst & Young, Chartered Accountants (Australia) have consented to the inclusion in this Offering Circular of
their reports to the shareholders of the company on the financial reports of the Company for the years ended
30 June 2006 and 2005.

Legal adviser’s consent

Freehills has given its consent to be named in this Offering Circular in the form and context in which it is
named.

Expert’s consents

Energy Metals Limited has given its consent to be named in this Offering Circular in the form and context in
which it is named as set out in Section 3.

Heliman. and Schofield has given its consent to be named in this Offering Circular in the form and context in
which it is named as set out in Section 3.
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DIRECTORS’ AUTHORISATION
The Directors have authorised the issue of the Offering Circular.

Signed for and on behalf of the Company by:

Gl L))

rf

J o(n Borshoff
Director
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11. GENERAL INFORMATION
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The Company’s corporate head office and principal place of business is located at Grand Central, First
Floor, 26 Railway Road, PO Box 201, Subiace, WA 6008, Australia.

The auditors of the Company in Australia are Ernst & Young, Chartered Accountants.

The transfer agent and registrar for the Ordinary Shares is Computershare Investor Services Inc. at its
offices in Toronto, Ontario located at 100 University Avenue, 11th Floor, North Tower and
Computershare Investor Services Pty Lid at its offices located at Level 2, 45 St. Georges Terrace,
Perth, Western Australia.

The issue of the Bonds and the Ordinary Shares to be 1ssued on conversion of the Bonds and the terms
of the offering and the issue of the Bonds were approved by resotutions of the Board of Directors of
the Company passed on § December 2006,

Copies of the constitutive documents of the Company and scopies of the Trust Deed and the Agency
Agreement (upon execution) will be available for inspection, and the published financial statements of
the Company will be available for collection at the specified office of the Principal Paying, Transfer
and Conversion Agent during normal business hours, so long as any of the Bonds is outstanding.

The Bonds have been accepted for clearance through Furoclear and Clearstream, Luxembourg, The
International Securities Identification Number for the Bonds is XS0277770151.The Common Code for
the Bonds is 027777015.

The Company has obtained or will at the date of issue obtain all consents, approvals and authorisations
in Australia and Singapore required to be obtained in connection with the issue and performance of the
Bonds.

Except as set out in this Offering Circular or in the Company’s ASX and TSX disclosure, there has
beer no significant change in the financial or trading position of the Company and its subsidiaries as a
whole since 30 JTune 2006 and no material adverse change in the financial position or prospects of the
Company and its subsidiaries as a whole since 30 June 2006,

Except as described in this Offering Circular or in the Company’s ASX and TSX disclosure, none of
the Company nor any of its subsidiaries is involved in any litigation or arbitration proceedings or any
regulatory investigations relating to claims or amounts which arc material in the context of the issue of
the Bonds nor, so far as the Company is aware, is any such litigation or arbitration pending or
threatened.

The financial statements of the Company as at and for the year ended 30 June 2006 and the year ended
30 June 2005 as set out in this Offering Circular have been audited by Emst & Young, Chartered
Accountants, auditors to the Company, as stated in their reports appearing therein.

Application has been made to list the Bonds on the SGX-ST. So long as the Bonds are listed on the
SGX-ST and the rules of the SGX-ST so require, the Company shall appoint and maintain a'paying
agent in Singaporc, where the Bonds may be presented or surrendered for payment or redemption, in
the event that the Global Bond is exchanged for individual definitive Bonds. In addition, in the event
that the Global Bond is exchanged for individual definitive Bonds, an announcement of such exchange
shall be made by or on behalf of the Company through the SGX-ST and such announcement will
include all material information with respect to the delivery of the individual definitive Bonds,
including details of the paying agent in Singapore,

A708236070.18/30 Nov 2006 47



12. TERMS AND CONDITIONS OF THE BONDS

The following, subject to completion and amendment, and save for the paragraphs in italics, is the text of the
Terms and Conditions of the Bonds.

The issue of the U.S.$250,000,000 4.50 per cent, Convertible Bonds due 2011 (the “Bonds”), which
expression shall, unless otherwise indicated, include any further bonds issued pursuant to Condition 18 and
consolidated and forming a single series with the Bonds) was (save in respect of any such further bonds)
authorised by a resolution of the board of directors of Paladin Resources Etd (ACN 061 681 098) (the
“Issuer”) passed on 5 December 2006. The Bonds are constituted by a trust deed dated 15 December 2006
(the “Trust Deed”) between the Issuer and The Bank of New York (the “Trustee”, which expression shall
include all persons for the time being appointed as the trustee or trustees under the Trust Deed) as trustee for
the holders (as defined below) of the Bonds. The statements set out in these Terms and Conditions (the
“Conditions”) are summaries of, and are subject to, the detailed provisions of the Trust Deed, which includes
the forms of the Bonds. The Bondholders (as defined below) are entitled to the benefit of, and are bound by,
and are deemed to have notice of, all the provisions of the Trust Deed and those provisions applicable to them
which are contained in the Paying, Transfer and Conversion Agency Agreement dated 15 December 2006 (the
“Agency Agreement”) relating to the Bonds between the Issuer, the Trustee and The Bank of New York (the
“Principal Paying, Transfer and Conversion Agent”, which expression shall include any successor as
principal paying, transfer and conversion agent under the Agency Agreement), the paying, transfer and
conversion agents for the time being (such persons, together with the Principal Paying, Transfer and
Conversion Agent, being referred to below as the “Paying, Transfer and Conversion Agents”, which
expression shall include their successors as Paying, Transfer and Conversion Agents under the Agency
Agreement) and The Bank of New York in its capacity as registrar {the “Registrar”, which expression shall
include any successor as registrar under the Agency Agreement). Copies of the Trust Deed and the Agency
Agreement are available for inspection at the office of the Trustee at One Canada Square, 48th Floor, London
E14 SAL, and at the specified offices of the Paying, Transfer and Conversion Agents and the Registrar.

Capitalised terms used but not defined in these Conditions shall have the meanings attributed to them in the
Trust Deed unless the context otherwise requires or unless otherwise stated.

1 Form, Denomination, Title and Status
(a)  Form and Denomination

The Bonds are in registered form, serially numbered, in principal amounts of U.8.$200,000 and
integral multiples thereof {(“authorised denominations™).

() Tile

Title to the Bonds will pass by transfer and registration as described in Condition 4. The holder (as
defined below) of any Bond will (except as otherwise required by law or as ordered by a court of
competent jurisdiction) be treated as its absolute owner for all purposes (whether or not it is overdue
and regardless of any notice of ownership, trust or any interest in it or its theft or loss (or that of the
related certificate, as appropriate) or anything written on it or on the certificate representing it} and no
person will be liable for so treating the holder.

() Status

The Bonds constitute direct, unconditional, unsubordinated and (subject to Condition 2) unsecured
obligations of the Issucr ranking pari passu and rateably, without any preference among themselves.
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The payment obligations of the Issuer under the Boods rank equally with all its other existing and
‘future unsecured and unsubordinated obligations, save for such obligations that may be preferred by
provisions of law that are mandatory and of general application,

2 Negative Pledge

So long as any of the Bonds remain ontstanding (as defined in the Trust Deed), the Issuer will not create or
permit to subsist, and will ensure that none of its Subsidiaries will create or permit to subsist, any morigage,
charge, lien, pledge or other form of encumbrance or security interest (each a “Security Interest”) upon the
whole or any part of its present or future property or assets (including any uncalled capital) to secure any
Relevant Indebtedness or to secure any gunarantee of or indemnity in respect of any Relevant Indebtedness
(other than a Permitted Sccurity Interest) unless in any such case, before or at the same time as the creation of
the Security Interest, any and all action necessary shall have been taken to the satisfaction of the Trustee to
ensure that:

(i)  all amounts payable by the Issuer under the Bonds and the Trust Deed are secured equally and rateably
with the Relevant Indebtedness or guarantee or indemnity, as the case may be, to the satisfaction of the
Trustee; or

(i)  such other Security Interest or guarantee or indemnity or other arrangement (whether or not including
the giving of a Security Interest) is provided in respect of all amounts payable by the Issuer under the
Bonds and the Trust Deed either (i) as the Trustee shall in its absolute discretion deem not materially
less beneficial to the interests of the Bondholders or (ii) as shall be approved by an Extraordinary
Resolution (as defined in the Trust Deed) of the Bondholders.

“Permitted Security Interest” means a Security Enterest in respect of property or assets of a Subsidiary of
the Issuer, which Security Interest existed before the relevant entity became a Subsidiary of the Issuer and was
not created in contemplation of such entity becoming a Subsidiary of the Issuer and provided that the
principal amount of such Relevant Indebtedness is not increased.

3  Definitions
In these Conditions, unless otherwise provided:
“Additional Ordinary Shares” has the meaning provided in Condition 6(c).

“Auditors” means the auditors for the time being of the Issuer or, if they are unable or unwilling to carry out
any action requested of them under the Trust Deed or the Bonds, such other firm of accountants as may be
nominated by the Issuer and approved in writing by the Trustee for the purpose or, failing such nomination, as
selected by the Trustce.

“Australian dollars” and “A$%” means the lawful currency of the Commonwealth of Australia.
“Australian Stock Exchange” means the Australian Stock Exchange Limited (ABN 98008624691).

“Bondholder” and “helder” mean the person in whose name a Bond is registered in the Register (as defined
in Condition 4(a})).

“business day” means, in relation to any place, a day (other than a Saturday or Sunday) on which commercial
banks and foreign exchange markets are apen for business in that place.

“Cash Dividend” has the meaning provided in Condition 6{b){iii).

“Change of Control” has the meaning provided in Condition 6{b)(x);
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“Change of Control Notice” has the meaning provided in Condition 6{g).
“Change of Control Period” has the meaning provided in Condition 6(5)(x).
“Closing Date” means 15 December 2006.

“Conversion Date” has the meaning provided in Condition 6¢h).
“Conversion Notice™ has the meaning provided in Condition 6(%).
“Conversion Price” has the meaning provided in Condition 6(a).
“Conversion Right” has the meaning provided in Condition 6(a).
“Corporations Aet” means the Corporations Act 2001 of Australia.

“Current Market Price” means, in respect of an Ordinary Share at a particular date, the average of the
Volume Weighted Average Price of an Ordinary Share for the five consecutive dealing days ending on such
date; provided that if at any time during the said five-dealing-day period the Volume Weighted Average Price
shall have been based on a price ex-Dividend {or ex- any other entitlement) and during some other part of that
period the Volume Weighted Average Price shall have been based on a price cum-Dividend (or cum- any other
entitlement), then:

(@ if the Ordinary Shares to be issued or transferred and delivered do not rank for the Dividend (or
entitlement) in question, the Volume Weighted Average Price on the dates on which the Ordinary
Shares shall have been based on a price cum-Dividend (or cum- any other entitlement) shall for the
purpose of this definition be deemed to be the amount thereof reduced by an amount equal 1o the Fair
Market Value of any such Dividend or entiflement per Ordinary Share as at the date of first public
anncuncement of such Dividend (or entitlement); or

() if the Ordinary Shares to be issued or transferred and delivered do rank for the Dividend (or
entitlement) in question, the Volume Weighted Average Price on the dates on which the Ordinary
_Shares shall have been based on a price ex-Dividend (or ex- any other entitlement) shall for the
purpose of this definition be deemed to be the amount thereof increased by an amount equal to the Fair
Market Value of any such Dividend or entitlement per Ordinary Share as at the date of first public
announcement of such Dividend {or entitlement},

and providcd further that if on each of the said five dealing days the Volume Weighted Average Price shall
have been based on a price cum-Dividend (or cum- any other entitlement) in respect of a Dividend (or other
entitlement) which has been declared or announced but the Ordinary Shares to be issued or transferred and
delivered do not rank for that Dividend (or other entitlement) the Volume Weighted Average Price on each of
such dates shall for the purposes of this definition be deemed to be the amount thereof reduced by an amount
equal to the Fair Market Value of any such Dividend or other entitlement per Ordinary Share as at the date of
the first public announcement of such Dividend or entitlement,

and provided further that, if the Volume Weighted Average Price of an Ordinary Share is not available on one
or more of the said five dealing days, then the average of such Volume Weighted Average Prices which are
available in that five-dealing-day period shall be used (subject to a minimum of two such prices) and if only
one, or no, such Volume Weighted Average Price is available in the relevant period the Current Market Price
shall be determined in good faith by a Financial Adviser.

“dealing day” means a day on which the Relevant Stock Exchange or rclevant stock exchange or securities
market is open for business, other than a day on which the Relevant Stock Exchange or relevant stock
exchange or secutities market is scheduled to or does close prior to its regular weekday closing time.
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“Dividend” means any dividend or distribution to Shareholders {including a Spin-Off) whether of cash, assets
or other property, and however described and whether payable out of share premium account, profits, retained
eamings ot any other capital or revenue reserve or account (and for these purposes a distribution of assets
includes without limitation an issue of Ordinary Shares, or other Securities credited as fully or partly paid up
by way of capitalisation of profits or rescrves) provided that:

(a)  where a Dividend in cash is announced which is to be, or may at the election of a Shareholder or
Sharcholders be, satisfied by the issue or delivery of Ordinary Shares or other property or assets, or
where a capitalisation of profits or reserves is announced which is to be, or may at the election of a
Shareholder or Shareholders be, satisfied by the payment of cash, then for the purposes of this
definition the Dividend in question shall be treated as a Cash Dividend of the greater of (i) such cash
amount and (ii) the Current Market Price of such Ordinary Shares or, as the case may be, Fair Market
Value of such other property or assets (as at the date of the first public announcessent of such Dividend
or capitalisation (as the case may be) or if later, the date on which the number of Ordinary Shares (or
ameunt of property or assets, as the case may be) which may be issued or transferred and delivered is
determined);

(b)  any issuc of Ordinary Shares falling within Condition 6(3)(ii) shall be disregarded;

{c) apurchase or redemption or buy back of share capital of the Issuer by the Issuer or any Subsidiary of
the Issuer shall not constitute a Dividend unless, in the case of a purchase or redemption or buy back of
Ordinary Shares hy or on behalf of the Issuer of its Subsidiaries, the weighted average price per
Ordinary Share (before expenses) on any one day (a2 “Specified Share Day™) in respect of such
purchases or redemptions or buy backs (translated, if not in the Relevant Currency, into the Relevant
Currency at the Prevailing Rate on such day) exceeds by more than 5 per cent. the average of the
closing prices of the Ordinary Shares on the Relevant Stock Exchange (as published by or derived
from the Relevant Stock Exchange) on the five dealing days immediately preceding the Specified
Share Day or, where an announcement (excluding, for the avoidance of doubt for these purposes, any
general authority for such purchases, redemptions or buy backs approved by a general meeting of
Shareholders or any notice convening such a meeting of Shareholders) has been made of the intention
to purchase, redeem or buy back Ordinary Shares at some future date at a specified price, on the five
dealing days immediately preceding the date of such announcement, in which case such purchase,
redemption or buy back shall be deemed to constitute a dividend in cash in the Relevant Currency to
the extent that the aggregate price paid (before expenses) in respect of such Ordinary Shares
purchased, redecmed or bought back by the Issuer or, as the case may be, any of its Subsidiaries
(translated where appropriate into the Relevant Currency as provided above) exceeds the product of (i)
105 per cent. of the average closing price of the Ordinary Shares dctermined as aforesaid and (ii) the
tumber of Ordinary Shares so purchased, redeemed or bought back; and

(d}  if the Issuer or any of its Subsidiaries shall purchase, redeem or buy back any depositary or other
receipts or certificates representing Ordinary Shares, the provisions of paragraph (c) shall be applied in
respect thereof in such manner and with such modifications (if any) as shall be determined in good
faith by a Financial Adviser.

“equity share capital” means, in relation to a company, its issued share capital excluding any part of that
capital which, neither as regards dividends nor as regards capital, carries any right to participate beyond a
specified amount in a distribution.

“Exempt Newco Scheme” means a Newco Scheme (as defined below) where immediately after completion
of the relevant scheme of amrangement (as defined below) the ordinary shares of Newco (as defined below)
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are (1) admitted to trading on the Relevant Stock Exchange or (2) admitted to listing on such other regulated,
regularly operating, recognised stock exchange or securities market as the Issuer or Newco may determine.

“Fair Market Value” means, with respect to any property on any date, the fair market value of that property
as determined in good faith by a Financial Adviser provided, that (i} the Fair Matket Value of a Cash
Dividend shall be the amount of such Cash Dividend; (ii) the Fair Market Value of any other cash amount
shall be the amount of such cash; (iii) where Spin-Off Securities, Securities, options, warrants or other rights
are publicly traded in a market of adequate liquidity (as determined by a Financial Adviser), the fair market
value (a) of such Spin-Off Securities or Securities shall equal the arithmetic mean of the daily Volume
Weighted Average Prices of such Spin-Off Securities or Securities and (b) of such options, warrants or other
rights shall equal the arithmetic mean of the daily closing prices of such options, watrants or other rights, in
the case of both {a) and (b) during the period of five dealing days on the relevant market commencing on such
date (or, if later, the first such dealing day such Spin-Off Securities, Securities, options, warrants or other
rights are publicly traded); (iv) where Spin-Off Securities, Securities, options, warrants or other rights are not
publicly traded (as aforesaid), the Fair Market Value of such Spin-Off Securities, Securities, options, warrants
or other rights shall be determined in good faith by a Financial Adviser, on the basis of a commonly accepted
market valuation method and taking account of such factors as it considers appropriate, including the market
price per Ordinary Share, the dividend yield of an Ordinary Share, the volatility of such market price,
prevailing interest rates and the terms of such Spin-Off Securities, Securities, options, warrants or other rights,
including as to the expiry date and exercise price (if any) thereof; (v) in the case of (i) translated into the
Relevant Currency (if declared or paid or payable in a currency other than the Relevant Currency) at the rate
of exchange used to determine the amount payable to Shareholders who were paid or are to be paid or are
entitled to be paid the Cash Dividend in the Relevant Currency; and in any other case, translated into the
Relevant Currency (if expressed in 3 currency other than the Relevant Currency) at the Prevailing Rate on that
date and (vi) in the case of (i) and (i} disregarding any withhelding or deduction required to be made on
account of tax and any associated tax credit.

“Final Maturity Date” meags |5 December 2011.

“Financial Adviser” means an investment bank of international repute appointed by the Issuer and approved
in writing by the Trustee or, if the Issuer fails 1o make such appointment and such failure continues for a
reasonable period (as determined by the Trustee), appointed by the Trustee following notification to the Issuer
provided that the Trustee has no obligation to make such appointment unless it has been indemnified and/or
provided with security to its satisfaction in respect of the costs, fees and expenses of such adviser.

“indebtedncss for borrowed money” means any present or future indebtedness (whether being principal,
interest or other amounts) for or in respect of (1) money borrowed or raised (ii) liabilities under or in respect
of any acceptance or acceptance credit or (iii) any notes, bonds, debentures, dcbenture stock, loan stock or
other securities offered, issued or distributed whether by way of public offcr, privale placing, acquisition
consideration or otherwise and whether issued for cash or in whole or in part for a consideration other than
cash,

“Interest Payment Date” has the meaning provided in Condition 5(a).

“Loan Notes” means notes, bonds, debentures, debenture stock, loan stock or other securities issued to
commetrcial banks or other participants in loan syndication markets which are not intended to be listed or
ordinarily dealt in on any recognised listing authority, stock exchange or over-the-couater or other securities
market and which for the avoidance of doubt shall not include any notes, bonds, debentures, debenture stock,
loan stock or other securities issued in the capital markets, whether by way of public offer or private
placement.
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“Neweo Scheme” means a scheme of arrangement or analogous proceeding (a “scheme of arrangement”)
which effects the interposition of a limited liability company (“Newco™) between the Shareholders of the
Issuer immediately prior to the scheme of arrangement (the “Existing Shareholders”) and the Issuer;
provided that only ordinary shares of Newco are issued to Existing Shareholders and that immediately after
completion of the scheme of arrangement the only shareholders of Newco are the Existing Shareholders and
that all Subsidiaries of the Issuer immediately prior to the scheme of arrangement (other than Newco, if
Neweco is then a Subsidiary of the Issuer) are Subsidiaries of the Issuer (or of Newco) immediately after the
scheme of arrangement and that the Issuer {or Newco) holds, directly or indirectly, the same percentage of the
ordinary share capital and Voting Rights of or in respect of those Subsidiaries as was held by the Issuer
immediately prior to the scheme of arrangement, and that such scheme of arrangement, does not envisage or
contemplate and was not proposed or adopted in contemplation of any change in respect of such holdings.

“Non-Cash Dividend” has the meaning provided in Condition 6(&)(iii).
“Optional Redemption Date” has the meaning provided in Condition 7(3).
“Optional Redemption Notice” has the meaning provided in Condition 7¢(b).
“Ordinary Shares” means fully paid ordinary shares in the capital of the Issuer.

“Parity Value” means, in respect of any dealing day, the U.S. dollar amount calculated as follows:

PV = 0S x MP

where:

PV = the Parity Value

0S8 = the number of Ordinary Shares that would fall to be delivered on the exercise of

Conversion Rights in respect of a Bond in the principal amount of U.S8.$200,000,
assuming the Conversion Date to be such dealing day

MP = the closing price for the Ordinary Shares as published by or derived from the Relevant
Stock Exchange on such dealing day (provided that if on any such dealing day the
Ordinary Shares shall have been quoted cum-Dividend or cum-any other entitlement
the closing price on such dealing day shall be deemed to be the amount thereof reduced
by an amount equal to the Fair Market Value of any such Dividend or entitlement per
Ordinary Share as at the date of the first public announcement of such Dividend or
entitlement), translated, if not in U.S. dollars, into U.S. dollars at the Prevailing Rate on
such dealing day.
a “person” includes any individual, company, corporation, firm, partnership, joint venture, undertaking,
association, organisation, trust, state or agency of a state (in each case whether or not being a separate legal
entity}.

“Prevailing Rate” means, in respect of any day, the spot rate of exchange between the relevant currencies
prevailing as at or about 12 p.m. (London time) on that date as appearing on the Relevant Page or if such rate
cannot be determined on that day, the rate prevailing as at or about 12 p.m. (London time) on the immediately
preceding day on which such rate can be so determined.

“Principal Subsidiary” of the Issuer at any time shall mean any Subsidiary of the Issuer (not being a
Subsidiary falling within sub-paragraph (iv) of the definition of “Project Finance Indebtedness™ and whose
only indebiedness for barrowed money is Project Finance Indebtedness):

(i)  whose (a) profils on ordinary activities before tax or (b) net assets represent 10 per cent. or more of the
consolidated profits on ordinary activities before tax of the Issuer and its Subsidiaries or, as the case
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may be, consolidated net assets of the Issuer and its Subsidiaries, in each case as calculated by
reference to the then latest audited financial statements of such Subsidiary and the then latest audited
consolidated financial statements of the Issuer provided that (i) in the case of a Subsidiary acquired or
an entity which becomes a Subsidiary after the end of the financtal period to which the then latest
audited consolidated financial statements of the Issuer relate, the reference to the then latest audited
consolidated financial statements of the Issuer for the purposes of the calculation of the above shall
unti! the consolidated audited financial statements of the Issuer are published for the financial period in
which the acquisition is made or, as the case may be, in which such entity becomes a Subsidiary, be
deemed to be a reference to the then latest consolidated financial statements of the Issuer adjusted in
such manner as may be appropriate to consolidate the latest audited financial statements {consolidated
of, as the case may be, unconsolidated) of such Subsidiary in such financial statements, (ii) if, in the
case of any Subsidiary, no audited financial statements are prepared, then the determination of whether
or not such Subsidiary is a Principal Subsidiary shall be determined by reference to its wnaudited
anmmal financial statements (if any) or on the basis of pro forma financial statements, (iif) if the
financial statements of any Subsidiary (not being a Subsidiary referred to in (i} above) are not
consolidated with those of the Issuer, then the determination of whether or not such Subsidiary is a
Principal Subsidiary shall be based on a pro forma consolidation of its financial statements
(consolidated, if appropriate) with the consolidated financial statements of the Issuer and (iv) if the
latest financial statements of any Subsidiary of the Issuer are not prepared on the basis of the same
accounting principles, policies and practices of the latest consolidated audited financial statements of
the Tssuer, then the determination of whether or not such Subsidiary is a Principal Subsidiary shali be
based on pro forma financial statements or, as the case may be, consclidated financial statements of
such Subsidiary prepared on the same accounting principles, policies and practices as adopted in the
latest consolidated audited financial statements of the Issuer, or an appropriate restatement or
adjustment to the relevant financial statements of such Subsidiary; or

(ii}  to which is transferred all or substantially all of the business, undertaking and assets of a Subsidiary of
the Issuer which immediately prior to such transfer is a Principal Subsidiary of the Issuer, whereupon
the transferor Subsidiary shall immediately cease to be a Principal Subsidiary of the Issuer and the
transferee Subsidiary shall cease to be a Principal Subsidiary of the Issuer under the provisions of this
sub-paragraph (ii) upon publication of its next audited financial statements but so that such transferor
Subsidiary or such transferce Subsidiary may be a Principal Subsidiary of the Issuer on or at any time
after the date on which such audited financial statements have been published by virtue of the
provisions of sub-paragraph (i) above or (as a result of another transfer to which this sub-paragraph (i)
applies) before, on or at any time after such date by virtue of the provisions of this sub-paragraph (ii).

A report by the Aunditors that, in their opinion, a Subsidiary of the Issuer is or is not or was or was not at any
particular time or throughout any specified period a Principal Subsidiary shall, in the absence of manifest
error, be conclusive and binding on the Issuer, the Trustee and the Bondholders.

“Project Finance Indebtedmess” means amy present or future indebtedness incurred to finance the
ownership, acquisition, construction, creation, development, maintenance and/or operation of an asset
(whether or not an asset of the Issuer or any of its Subsidiaries), or any associated rehabilitation works, in
respect of which the person or persons to whom any such indebtedness is or may be owed by the relevant
borrower (whether or not the Issuer or any of its Subsidiaries) has or have no recourse whatsoever o the
Issuer or any of its Subsidiaries for the repayment thereof other than:

() recourse for amounts limited to the cash flow or net cash flow {other than historic cash flow
or historic net cash flow) from such asset or the business of owning, acquiring, constructing,
developing, maintaining and/or operating such asset; and/or
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(i) (A) recourse for the purpose only of enabling amounts to be claimed in respect of such
indebtedness in an enforcement of any encumbrance given over such asset {(and/or any other
assets primarily used in the business of owning, acquiring, constructing, creating,
developing, maintaining and/or operating such asset) or the income, cash flow or other
proceeds deriving therefrom (or given over shares or the like in the capital of the borrower
or owner of the asset or any Subsidiary described in paragraph (iv)) to secure such
indebtedness, provided that (aa) the extent of such recourse is limited solely to the amount
of any recoveries made on any such enforcement and (bb) such person or persons is/are not
entitled, by virtue of any right or claim arising out of or in comnection with such
indebtedness, to commence proceedings for the winding up or dissolution of the Issuer or
any of its Subsidiaries {other than a Subsidiary described in paragraph (iv)) or to appoint or
procure the appointment of any receiver, trustee or similar person or officer in respect of the
Issuer or any of its Subsidiaries (other than a Subsidiary described in paragraph (iv)) or any
of its assets (save for the assets the subject of such encumbrance); and/or (B) recourse
against the assets, income, cashflow, proceeds or shares or the like subject to an
encumbrance referred to in this paragraph (ii}; and/or

(iii) recourse under any form of assurance, undertakings or support, which recourse is limited to
a claim for damages (other than liquidated damages and damages required to be calculated
in a specified way) or under an indemnity for breach of an obligation or representation {not
being a payment obligation or an obligation to procure payment by another or an indemnity
in respect thereof or any obligation to comply or 1o procure compliance by another with any
financial ratios or other tests of financial condition other than costs to complete tests or
project completion tests) of the Issuer or any of its Subsidiaries; and/or

(1) recourse against (aa) any Subsidiary, or the asscts of any Subsidiary, whose principal
business comprises the ownership, acquisition, construction, creation, development,
maintenance and/or operation of the asset concerned; or (bb) any Subsidiary, or the assets of
any Subsidiary, whose principal business comprises the ownership or financing, directly or
indirectly, of any Subsidiary described in paragraph (iv)(aa}); and/or

W) recourse under any guarantce and/or indemnity of such indebtedness or completion of
construction or development of an asset, provided that in any such case the guarantee and/or
indemnity is (to the extent not permitted by any of the foregoing paragraphs) released or
discharged if completion of the relevant construction or development occurs on or prior to
the agreed date for completion referred to in or in connection with the guarantee and/or
indemnity and no default under or in connection with such indebtedness, guarantee or
indemnity or any agreement relating theroto is then subsisting.

“Record Date” has the meaning provided in Condition 8(c;.
“Reference Date™ has the meaning provided in Condition 6(a).

“Relevant Currency” means Australian dollars or, if at the relevant time or for the purposes of the relevant
calculation or determination, the Australian Stock Exchange is not the Relevant Stock Exchange, the currency
in which the Ordinary Shares are quoted or traded on the Relevant Stock Exchange.

“Relevant Date” means, in respect of any Bond, whichever is the later of (i) the date on which payment in
respect of it first becomes due and (ii) if any amount of the money payable is improperly withheld or refused
the date on which payment in full of the amount outstanding is made or (if earlicr) the date on which notice is
duly given by the Issuer or to the Bondholders in accordance with Condition 17 that, upon further
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presentation of the Bond, where required pursuant to these Conditions, being made, such payment will be
made, provided that such payment is in fact made as provided in these Conditions.

“Relevant Indebtedness” means any present or future indebtedness (whether being principal, premium,
interest or other amounts) in the form of or represented by notes, bonds, debentures, debenture stock, loan
stock or other securities, whether issued for cash or in whole or in part for a consideration other than cash, and
which (in any case) are or are capable of being quoted, listed or ordinarily dealt in on any recognised listing
authority, stock exchange, securities quoetation system or over-the-counter or other securities market, but shall
in any event not include Project Finance Indebtedness or any indebtedness in the form of or represented by
Loan Notes.

“Relevant Page” means the relevant page on Bloomberg or such other information service provider that
displays the relevant information.

“Relevant Stock Exchange” means (i) in respect of the Semi-Annual Period commencing on the Closing
Date, the Australian Stock Exchange; and (ii) in respect of any subsequent Semi-Annual Period, the Relevant
Stock Exchange in respect of the preceding Semi-Annual Period, unless the Issuer shall on the London
business day immediately succeeding the last day of such preceding Semi-Annual Period have delivered to
the Trustee a cenificate of the Jssuer signed by two Directors of the Issuer that the average daily trading
volume in respect of the Ordinary Shares on any other stock exchange or securities market on which the
Ordinary Shares are listed or quoted or dealt in (and have been so listed or quoted or dealt in throughout the
preceding Semi-Annual Period) shall for such preceding Semi-Annual Period have been greater than 150 per
cent. of the average daily trading volume in respect of the Ordinary Shares on such Relevant Stock Exchange,
in which case the Relevant Stock Exchange in respect of the relevant Semi-Annual Period shall be such other
stock exchange or securities market and such Relevant Stock Exchange as so determined shall be the Relevant
Stock Exchange for the purposes of any relevant calculation or determination to be made (inchiding a
determination of Current Market Price} as at any date falling within the relevant Semi-Annual Period
(including any constituent calculation or determination, including a determination of Volume Weighted
Average Price for the purposes of determining Current Market Price, to be made for the purpose of such
calculation or determination). For the purposes of determining the average daily trading volume of the
Ordinary Shares where the Ordinary Shares are represented by certificates or depositary or other receipts
which are listed or quoted or dealt in on the relevant stock exchange or securities market, such average daily
trading volume shall be determined by dividing the average daily trading volume of such certificates or
depositary or other receipts by the number of Ordinary Shares represented by such certificate or depositary or
other receipts at the relevant time.

“Retroactive Adjustment” has the meaning provided in Condition 6/c).

“Securities” means any securities including, without limitation, Ordinary Shares, or options, warrants or
other rights to subscribe for or purchase or acquire Ordinary Shares.

“Semi-Annual Date” means 15 June and 15 December in each year.

“Semi-Annual Peried” means the period commnencing on (and including) a Semi-Annual Date and ending on
(but excluding) the next following Semi-Annual Date, with the first Semi-Anmual Period commencing on 15
December 2006,

“Shareholders” means the holdors of Ordinary Shares.

“Specified Date” has the meaning provided in Condition 6(b){vii} and (viii).
“Spin-Off” means:

(a)  adistribution of Spin-Off Securities by the Issuer to Shareholders as a class; or
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(b)  any issue, transfer or delivery of any property or assets (including cash or shares or securities of or in
or issued or allotted by any entity) by any entity (other than the Issuer) to Sharcholders as a class or, in
the case of or in commection with a Newco Scheme, Existing Shareholders as a class (but excluding the
issue and allotment of ordinary shares by Newco to Existing Sharcholders as a class), pursnant in each
case to any arrangements with the Issuer or any of its Subsidiaries.

“Spin-Off Securities” means equity share capital of an entity other than the Issuer or options, warrants or
other rights to subscribe for or purchase equity share capital of an entity other than the Issuer.

“Subsidiary” means, in relation to the Issuer, any entity which is a subsidiary of the Issuer within the
meaning of Part 1.2 Division 6 of the Corporations Act or is a subsidiary of or otherwise controlied by the
Issuer within the meaning of any approved accounting standard applicable to the Issuer.

“Tax Redemption Date” has the meaning provided in Condition 7(¢).
“Tax Redemption Notice” has the meaning provided in Condition 7(c).
“TSX” means the Toronto Stock Exchange.

“U.S, dollars” and “U.S8.$" means United States dollars.

“VYolume Weighted Average Price” means, in respect of an Ordinary Share, Security or, as the case may be, a
Spin-Off Security on any dealing day, the volume-weighted average price of an Ordinary Share, Security or,
as the case may be, a Spin-Off Security published by or derived (in the case of an Ordinary Share) from
Bloomberg page AQR or (in the case of a Security (other than an Ordinary Share) or Spin-Off Security) from
the principal stock exchange or securities market on which such Securities or Spin-Off Securities are then
listed or gquoted or dealt in, if any or, in any such case, such other source as shall be determined to be
appropriate by a Financial Adviser on such dealing day, provided that if on any such dealing day where such
price is not available or cannot otherwise be determioed as provided above, the Volume Weighted Average
Price of an Ordinary Share, Security or a Spin-Off Security, as the case may be, in respect of such dealing day
shall be the Volume Weighted Average Price, determined as provided above, on the immediately preceding
dealing day on which the same can be so determined.

“Voting Rights” means the right generally to vote at a general meeting of sharcholders of the Issver.

References to any provision of any statute shall be deemed also to refer to any statutory modification or re-
enactment thereof or any statutory instrument, order or regulation made thereunder or under such
modification or re-enactment.

References to any issue or offer or grant to Shareholders or Existing Shareholders “as a class” or “by way of
rights” shall be taken to be references to an issue or offer or grant to all or substantially all Sharcholders or
Existing Shareholders, as the case may be, other than Shareholders or Existing Sharcholders, as the case may
be, to whom, by reason of the laws of any territory or requirements of any recognised regulatory body or any
other stock exchange or securities market in any territory or in connection with fractional entitlements, it is
determined not to make such issue or offer or grant.

In making any calculation or determination of Current Market Price or Volume Weighted Average Price, such
adjustments {if any) shall be made as a Financial Adviser considers appropriate to reflect any consolidation or
sub-division of the Ordinary Shares or any issue of Ordinary Shares by way of capitalisation of profits or
reserves, or any like or similar event.

For the purposes of Conditions 6(5), (¢), (#) and (i), Condition 7(h} and Condition 11 only; {a) refcrences to
the “issue” of Ordinary Shares shall include the transfer and/or delivery of Ordinary Shares, whether newly
issued and allotted or previously existing or held by or on behalf of the Issuer or any of its Subsidiaries, and
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(b) Ordinary Shares held by or on behalf of the Issuer or any of its respective Subsidiaries (and which, in the
case of Condition 6(b)(iv) and (vi), do not rank for the relevant right or other entitlement) shall not be
copsidered as or treated as “in issue™,

4 Registration and Transfer of Bonds

@

@)

()

@

Registration

The Issuer will cause a register (the “Register”) to be kept at the specified office of the Registrar
outside the United Kingdom on which will be entered the names and addresses of the holders of the
Bonds and the particulars of the Bonds held by them and of all transfers, redemptions and exchanges
of Bonds.

Transfer

Bonds may, subject to the terms of the Agency Agrecment and to Conditions 4(c) and 4(d), be
transferred in whole or in part in an authorised denomination by lodging the relevant Bond (with the
form of application for transfer in respect thereof duly executed and duly stamped where applicable) at
the specified office of the Registrar or any Paying, Transfer and Conversion Agent.

No transfer of a Bond will be valid unless and until entered on the Register. A Bond may be registered
only in the name of, and transferred only to, a named person (or persons, not exceeding four in
number).

The Registrar will within seven business days, in the place of the specified office of the Registrar, of
any duly made application for the transfer of a Bond, deliver a new Bond to the transferce (and, in the
case of a transfer of part only of a Bond, deliver a Bond for the untransferred balance to the transferor)
at the specified office of the Registrar or (at the risk and, if mailed at the request of the transferee or, as
the case may be, the transferor otherwise than by ordinary mail, at the expense of the transferee oz, as
the case may be, the transferor) mail the Bond by uninsured mail to such address as the transferee or,
as the case may be, the transferor may request.

Formalities Free of Charge

Such transfer will be effected without charge subject to (i) the person making such application for
transfer paying or procuring the payment of any taxes, duties and other governmental charges in
connection therewith, (ii) the Registrar being satisfied with the documents of title and/or identity of the
person making the application and (iii) such reasonable regulations as the Issuer may from time to time
agree with the Registrar and the Trustee.

Closed Periods

Neither the Issuer nor the Registrar will be required to register the transfer of any Bond (or part
thereof) (i) during the period of 15 days ending on and including the day immedaiately prior to the Final
Maturity Drate or any earlier date fixed for redemption of the Bonds pursuant to Condition 7(3) or 7(c);
(ii) in respect of which a Conversion Notice has been delivered in accordance with Condition 6(h); (iii)
in respeet of which a holder shall have exercised its option 1o require the Issuer to redeem pursuant to
Condition 7¢e} or (iv} during the period of 15 days ending on (and including) any Record Date (as
defined in Condition 8(¢)} in respect of any payment of interest on the Bonds.

5 Interest

@

Interest Rate
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The Bonds bear interest from and including the Closing Date at the rate (the “Interest Rate™) of 4.50
per cent. per annum calculated by reference to the principal amount thereof and payable semi-annually
in equal instalments in arrear on 15 June and 15 December in each year (each an “Interest Payment
Date”), commencing with the Interest Payment Date falling on 15 June 2007.

If interest is required to be calculated for a period other than an Interest Period it will be calculated on
the basis of a 360 day year consisting of 12 months of 30 days each, and in the case of an incomplete
month, the number of days elapsed

“Interest Period” means the payment period beginning on {and including) the Closing Date and
ending on (but excluding) 15 June 2007, being the first Interest Payment Date and each successive
period beginning on (and including} an Interest Payment Date and ending on (but excluding) the next
succeeding Interest Payment Date.

(b))  Accrual of Interest

Each Bond will cease to bear interest (i) where the Conversion Right shall have been exercised by a
Bondholder, from the Interest Payment Date immediately preceding the relevant Conversion Date or, if
none, the Closing Date (subject in any such case as provided in Condition 67)) or (i) where such Bond
is redeemed or repaid pursuant to Condition 7 or Condition 10, from the due date for redemption or
repayment thereof unless, upon due presentation thercof, payment of principal is improperly withheld
or refused, in which event interest will continue to accrue at the rate specified in Condition 5(g) (both
before and after judgment) until whichever is the earlier of (a) the day on which all sums due in respect
of such Bond vp to that day are received by or on behalf of the relevant holder, and (b) the day seven
days after the Trustee or the Principal Paying, Transfer and Conversion Agent has notified
Bondholders of receipt of all sums due in respect of all the Bonds up to that seventh day (except to the
extent that there is failure in the subsequent payment to the relevant holders under these Conditions).

6 Conversion of Bonds
(a) Conversion Right and Conversion Price

Subject as provided below, each Bond shall entitle the holder to convert into new Ordinary Shares,
credited as fully paid, subject to and as provided in these Conditions (a “Conversion Right™).

The number of Ordinary Shares to be issued or transferred and delivered on exercise of a Conversion
Right shall (subject as aforesaid) be determined by dividing the principal amount of the Bonds to be
converted by the conversion price (the “Conversion Price”) in effect on the relevant Conversion Date.

The initial Conversion Price is U.85.$7.685 per Ordinary Share. The Conversion Price is subject to
adjustment in the circumstances described in Condition 6(5).

A Bondholder may exercise the Conversion Right in respect of a Bond by delivering such Bond to the
specified office of any Paying, Transfer and Conversion Agent in accordance with Condition é(A)
whereupon the Issuer shall (subject as provided in these Conditions) procure the delivery, to or as
directed by the relevant Bondholder of Ordinary Shares credited as paid up in full as provided in this
Condition 6.

Subject to, and as provided in these Conditions, the Conversion Right in respect of a Bond may be
exercised, at the option of the holder thereof, subject to any applicable fiscal or other Jaws or
regulations and as hereinafter provided) at any time on or after 25 January 2007, provided that the
relevant Conversion Date shatl not fall later than on the date falling six New York business days prior
to the Final Maturity Date or, if such Bond 1s to be redeemed pursnant to Condition 7(b) or 7(c) prior
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to the Final Maturity Date, not later than the sixth New York busincss day before the date fixed for
redemption thereof pursuant to Condition 7¢&) or 7(c), unless there shall be default in making payment
in respect of such Bond on such date fixed for redemption, in which event the Conversion Right may
be exercised up to the date on which the full amount of such payment becomes available for payment
and notice of such availability has been duly given in accordance with Condition 17 or, if earlier, the
date falling six New York business days prior to the Final Maturity Date.

Conversion Rights in respect of a Bond may not be excrcised following the giving of a notice by the
holder thereof pursuant to Condition 7(e).

Conversion Rights may not be exercised following the giving of notice by the Trustee pursuant to
Condition 10.

Conversion Rights may not be exercised by a Bondholder in circumstances where the relevant
Conversion Date would fall during the period commencing on the Record Date in respect of any
payment of interest on the Bonds and ending on the relevant Interest Payment Date (both days
inclusive),

Conversion Rights may only be exercised in respect of an authorised denomination. Where Conversion
Rights arc exercised in respect of part only of a Bond, the old Bond shall be cancelled and a new Bond
for the balance thereof shall be issued in lieu thereof without charge but upon payment by the holder of
any taxes, duties and other governmental charges payable in connection therewith and the Registrar
will within seven business days, in the place of the specified office of the Registrar, following the
relevant Conversion Date deliver such new Bond to the Bondbolder at the specified office of the
Registrar or (at the risk and, if mailed at the request of the Bondholder otherwise than by ordinary
mail, at the expense of the Bondholder) mail the new Bond by uninsured mail to such address as the
Bondholder may request.

Fractions of Ordinary Shares will not be delivered on conversion or pursuant to Condition 6(c) and no
cash payment or other adjustment will be made in lieu thereof. However, if the Conversion Right in
respect of more than one Bond is exercised at any one time such that Ordinary Shares to be delivered
on conversion or pursuant to Condition 6(c) are 1o be registered in the same name, the number of such
Ordinary Shares to be delivered in respect thereof shall be calculated on the basis of the aggregate
principal amount of such Bonds being so converted and rounded down to the nearest whole number of
Ordinary Shares.

The Issuer will procure that Ordinary Shares to be issued or transferred and delivered on conversion
will be issued or transferred and delivered to the holder of the Bonds completing the relevant
Conversion Notice or his nominee. Such Ordinary Shares will be deemed to be issued or transferred
and delivered as of the relevant Conversion Date. Any Additional Ordinary Shares to be issued or
transferred and delivered pursnant to Condition 6{c} will be deemed to be issued or transferred and
delivered as of the date the relevant Retroactive Adjustment takes effect or as at the date of issue or
transfer and delivery of Qrdinary Shares if the adjustment results from the issue or transfer and
delivery of Ordinary Shares (each such date, the “Reference Date™).

(k)  Adjustment of Conversion Price

Upon the happening of any of the events described below, the Conversion Price shall be adjusted as
follows:

(i)  Ifand whenover there shall be a consolidation, reclassification or subdivision in relation to the
Ordinary Sharcs, the Conversion Price shall be adjusted by multiplying the Conversion Price in
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force immediately prior to such consolidation, reclassification or subdivision by the following

fraction:
A
B
where:
A is the aggregate number of Ordinary Shares in issue immediately before such
consolidation, reclassification or subdivision, as the case may be; and
B is the aggregate number of Ordinary Shares in issue immediately after, and as
a result of, such consolidation, reclassification or subdivision, as the case may
be.

Such adjustment shall become effective on the date the consolidation, reclassification or
subdivision, as the case may be, takes effect.

(ii) If and whenever the Issuer shall issue any Ordinary Shares credited as fully paid to the
Shareholders by way of capitalisation of profits or reserves (including any share premium
account or capital redemption reserve) other than (1) where any such Ordinary Shares are or are
to be issued instead of the whole or part of a Dividend in cash which the Shareholders would or
could otherwise have elected to receive or (2) where the Shareholders may elect to receive z
Dividend in cash in liew of such Ordinary Shares, the Conversion Price shall be adjusted by
multiplying the Conversion Price in force immediately prior to such issue by the following

fraction:
A
B
where:
A is the aggregate number of Ordinary Shares in issue immediately before such
issue; and
B is the aggregate number of Ordinary Shares in issue immediately after such issue.

Such adjustment shall become effective on the date of issue of such Ordinary Shares.

(iii) If and whenever the Issuer shall pay or make any Dividend to $hareholders, the Conversion
Price shall be adjusted by multiplying the Conversion Price in force immediately prior to the
relevant Dividend by the following fraction:

A-B

A

where:

A is the Current Markct Price of one Ordinary Share on the dealing day
immediately preceding the first date the Ordinary Shares are traded on the
Relevant Stock Exchange ex- the relevant Dividend or, in the case of a purchase,
redemption or buy-back of Ordinary Shares or any depositary or other receipts or
certificates representing Ordinary Shares by or on behalf of the Issuer or any
Subsidiary of the Issuer, on which such Ordinary Shares {or depositary or other
receipts or certificates) are purchased, redeemed or bought back or, in the case of
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a Spin-Off, is the Current Market Price of an Ordinary Share on the dealing day
immediately preceding the first date on which the Ordinary Shares are traded ex-
the relevant Spin-Off; and

B is the portion of the Fair Market Value of the aggregate Dividend attributable to
one Ordinary Share, with such portion being determined by dividing the Fair
Market Value of the aggregate Dividend by the number of Ordinary Shares
entitled to receive the relevant Dividend (or, in the case of a purchase, redemption
or buy back of Ordinary Shares or any depositary or other receipts or certificates
representing Ordinary Shares by or on behalf of the Issuer or any Subsidiary of
the Issuer, by the number of Ordinary Shares in issue immediately prior to such
purchase, redemption or buy back).

Such adjustment shall become effective on the date on which the Dividend is paid or made or,
in the case of a purchase, redemption or buy back of Ordinary Shares or any depositary or other
receipts or certificates representing Ordinary Shares, on the date such purchase, redemption ot
buy back is made or, in any such case if later, the first date upon which the Fair Market Value of
the relevant Dividend is capable of being determined as provided herein.

For the purposes of the above, the Fair Market Value of a Cash Dividend shall (subject as
provided in paragraph (a} of the definition of “Dividend” and in the definition of “Fair Market
Value™) be determined as at the date of the first public announcement of the relevant Dividend,
and in the case of a Non-Cash Dividend, the Fair Market Value of the relevant Dividend shall
be the Fair Market Value of the relevant Spin-Off Securities or, as the case may be, the relevant
property or assets.

“Non-Cash Dividend” means any Dividend which is not a Cash Dividend, and shall include a
Spin-Off.

“Cash Dividend” means (i) any Dividend which is to be paid or made in cash {in whatever
currency), but other than one falling within paragraph (b} of the definition of “Spin-Off” and
(ii) any Dividend determined to be a Cash Dividend pursuant to paragraph (a) of the definition
of “Dividend”, and for the avoidance of doubt, a Dividend falling within paragraph {c) or (d) of
the definition of “Dividend” shall be treated as being 2 Non-Cash Dividend.

(iv) If and whenever the Issuer shall issue Ordinary Shares to Shareholders as a class by way of
rights, or issue or grant to Shareholders as a class by way of rights, options, warrants or other
rights to subscribe for or purchase any Ordinary Shares, in each casc at a price per Ordinary
Share which is less than 95 per cent. of the Current Market Price per Ordinary Share on the
dealing day immediately preceding the first date on which the Ordinary Shares are traded on the
Relevant Stock Exchange ex-options, ex-warranis or ex-rights (the “ex-date™) of the Conversion
Price shall be adjusted by multiplying the Conversion Price in force immediately prior to such
issue or grant by the following fraction:

A+B
A+C

where:

A is the mumber of Ordinary Shares in issue at close of business on the dealing day
immediatcly preceding the ex-date;
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B is the number of Ordinary Shares which the aggregate consideration (if any)
receivable for the Ordinary Shares issued by way of rights, or for the options or
warrants or other rights issued by way of rights and for the total number of
Ordinary Shares deliverable on the exercise thereof, would purchase at such
Current Market Price per Ordinary Share; and

C is the number of Ordinary Shares issued or, as the case may be, the maximum
number of Ordinary Shares which may be issued upon exercise of such options,
warrants or rights calculated as at the date of issue of such options, warrants or
rights.

Such adjustment shall become effective on the date of issue of such Ordinary Shares, options,
warrants or other rights.

{(v)  If any Securities {other than Ordinary Shares or options, warrants or other rights to subscribe
for or purchase any Ordinary Shares) shall be issued to Shareholders as a class by way of rights
or there shall be granted to Shareholders as a class by way of rights any options, warrants or
other rights to subscribe for or purchase any Securities {other than Ordinary Shares or options,
warrants or other rights to subscribe for or purchase Ordinary Shares), the Conversion Price
shall be adjusted by multiplying the Conversion Price in force immediately prior to such issue

or grant by the following fraction:
A-B
A
where:
A is the Current Market Price of one Ordinary Share on the dealing day

immediately preceding the first date on which the Ordinary Shares are traded on
the Relevant Stock Exchange ex-rights, ex-options or ex~warrants (the “ex-date™);
and

B is the Fair Market Value on the dealing day immediately preceding the ex-date of
the portion of the rights attributable to one Ordinary Share.

Such adjustment shall become effective on the date of issue of the Securities or grant of such
rights.

(vi) If and whenever the Issuer shall issue (otherwise than as mentioned in sub-paragraph (d)(iv)
abave) wholly for cash or for no consideration any Ordinary Shares (other than Ordinary Shares
issued on conversion of the Bonds or on the exercise of any rights of conversion into, or
exchange or subscription for or purchase of, Ordinary Shares), in each case at a price per
Ordinary Share which is less than 95 per cent. of the Current Market Price per Ordinary Share
on the dealing day immediately preceding the date of the first public announcement of the terms
of such issue or grant, the Conversion Price shall be adjusted by multiplying the Conversion
Price in force immediately prior to such issue or grant by the following fraction:

A+B
A+C

where:

A is the number of Ordinary Shares in issue immediately before the issue of such
Ordinary Shares or the grant of such options, warrants or rights;
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B is the number of Ordinary Shares which the aggregate consideration (if any)
receivable for the issue of such Ordinary Shares would purchase at such Current
Market Price per Ordinary Share; and

C is the number of Ordinary Shares to be issued pursuant to such issne of such
Ordinary Shares.

Such adjustment shall become effective on the date of issue of such Ordinary Shares.

(vii) If and whenever the Issuer or any Subsidiary of the Issuer or (at the direction or request of or
pursuant to any arrangements with the Issuer or any Subsidiary of the Issuer) any other
company, person or entity (otherwise than as mentioned in sub-paragraphs (B)(iv), (B}(v) or
(b)(vi) above) shall issue wholly for cash or for no consideration any Securities (other than the
Bonds), which by their terms of issue carry (directly or indirectly) rights of conversion into, or
exchange or subscription for, Ordinary Shares (or shall grant any such rights in respect of
existing Securities so issued) or Securities which by their terms might be redesignated as
Ordinary Shares or shall issue or grant any options, warrants or rights to convert into, purchase
or subscribe for Ordinary Shares, and the consideration per Ordinary Share receivable upon
conversion, exchange, subscription, purchase or redesignation is less than 95 per cent. of the
Current Market Price per Ordinary Share on the dealing day immediately preceding the date of
the first public announcement of the terms of such issue or grant, the Conversion Price shall be
adjusted by multiplying the Conversion Price in force iromediately prior to such issue or grant
by the following fraction:

A+B
A+C

where:

A is the number of Ordinary Shares in issue immediately before such issue or grant
(but where the relevant Securities carry rights of conversion into or rights of
exchange or subscription for Ordinary Shares which have been issued by the Issuer
for the purposes of or in connection with such issue, less the number of such
Ordinary Sharcs so issued);

B is the number of Ordinary Shares which the aggregate consideration (if any)
receivable for the Ordinary Shares to be issued or otherwise made available upon
conversion or exchange or upon exercise of the right of subscription attached to
such Securities or upon the exercise of any such options, warrants or rights or, as
the case may be, for the Ordinary Shares to be issued or to arise from any such
redesignation would purchase at such Current Market Price per Ordinary Share; and

c is the maximum number of Ordinary Shares to be issued or otherwise made
available upon conversion or exchange of such Securities or upon the exercise of
such right of subscription attached thereto or upon exercise of such options,
warrants or rights at the initial conversion, exchange, exercise or subscription price
or rate or, as the case may be, the maximum number of Ordinary Shares which may
be issued or arise from any such redesignation;

provided that if at the time of issue of the relevant Securities or date of issue or grant of such
options, warrants or rights (as used in this sub-paragraph (B)(vii) the “Specified Date™) such
number of Ordinary Shares is to be determined by reference to the application of a formula or
other variable feature or the occurrence of any event at some subsequent time (which may be
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when such Securities are converted or exchanged or rights of subscription, purchase or
conversion are exercised or, as the case may be, such Securities are redesignated or at such
other time as may be provided) then for the purposes of this sub-paragraph (b)(vii), “C” shall be
determined by the application of such formula or variable feature or as if the relevant event
occurs or had occurred as at the Specified Date and as if such conversion, exchange,
subscription, purchase or acquisition or, as the case may be, redesignation had taken place on
the Specified Date.

Such adjustment shall become effective on the date of issue of such Securities or, as the case
may be, the grant of such rights.

(viii) If and whenever there shall be any modification of the rights of conversion, exchange or
subscription attaching to any such Securities (other than the Bonds) as are mentioned in sub-
paragraph (b)(vii) above (other than in accordance with the terms (including terms as to
adjustment) applicable to such Securities upon issue) so that following such modification the
consideration per Ordinary Share receivable has been reduced and is less than 95 per cent. of
the Current Market Price per Ordinary Share on the dealing day immediately preceding the date
of the first public announcement of the proposals for such modification, the Conversion Price
shall be adjusted by multiplying the Conversion Price in force immediately prior to such
modification by the following fraction:

A+B
A+C

where:

A is the number of Qrdinary Shares in issue immediately before such modification
{but where the relevant Securities carry rights of conversion into or rights of
exchange or subscription for Ordinary Shares which have been issued, purchased or
acquired by the Issuer or any Subsidiary of the Issuer {(or at the direction or request
or pursuant to any arrangements with the Issuer or any Subsidiary of the Issuer) for
the purposes of or in connection with such issue, less the nuzober of such Ordinary
Shares s0 issued, purchased or acquired);

B is the number of Ordinary Shares which the aggregate consideration (if any)
receivable for the Ordinary Shares to be issued or otherwise made available upon
conversion or exchange or upon exercise of the right of subscription attached to the
Securities so modified would purchase at such Current Market Price per Ordinary
Share or, if lower, the existing conversion, exchange or subscription price of such
Securities; and

C is the maximum number of Ordinary Shares which may be issued or otherwise
made available upon conversion or exchange of such Securities or upon the exercise
of such rights of subscription attached thereto at the modified conversion, exchange
or subscription price or rate but giving credit in such manner as a Financial Adviser
shall consider appropriate for any previous adjustment under this sub-paragraph or
sub-paragraph {b)(vii) above;

provided that if at the time of such modification (as used in this sub-paragraph (b){viii) the
“Specified Date”) such number of Ordinary Shares is to be determined by reference to the
application of a formula or other variable feature or the occurrence of any event at some
subsequent time (which may be when such Securities are converted or exchanged or rights of
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subscription are exercised or at such other time as may be provided) then for the purposcs of
this paragraph (b)(viii), “C” shall be determined by the application of such formula or variable
feature or as if the relevant event occurs or had occurred as at the Specificd Date and as if such
conversion, exchange or subscription had taken place on the Specified Date.

Such adjustment shall become effective on the date of modification of the rights of conversion,
exchange or subscription attaching to such Securities.

(ix) If and whenever the Issuer or any Subsidiary of the Issuer or (at the direction or request of or
pursuant to any arrangements with the Issuer or any Subsidiary of the Issuer) any other
company, person or entity shall offer any Securities in connection with which Shareholders as a
class are entitled to participate in arrangements whereby such Securities may be acquired by
them (except where the Conversion Price falls to be adjusted under sub-paragraphs (b)(ii), (iii),
(iv), (vi) or (vii) above or (x) below (or would fall to be so adjusted if the relevant issue or grant
was at less than 95 per cent. of the Current Market Price per Ordinary Share on the relevant
dealing day) or under sub-paragraph (b)(v) above and other than in relation to an Offer or a
Scheme, as defined in sub-paragraph (b}(x) below)) the Conversion Price shall be adjusted by
multiplying the Conversion Price in force immediately before the making of such offer by the
following fraction:

A-B
A

where:

A is the Current Market Price of one Ordinary Share on the dealing day immediately
preceding the date on which the terms of such offer are first publicly announced;
and

B is the Fair Market Value on the date of such anmouncement of the portion of the
relevant offer attributable to one Ordinary Share.
Such adjustment shall become effective on the first date on which the Ordinary Shares are
traded ex-rights on the Relevant Stock Exchange.

x) If

{i) an offer is madc to all (or as nearly as may be practicable all) Sharcholders (or all (or
as nearly as may be practicable all} Shareholders other than the offercr and/or any
associate (as defined in section 12 of the Corporations Act) of the offeror) to acquire
the whole or any part of the issued ordinary share capital of the Issuer (an “Offer”); or

(ii) any person proposes a scheme of arrangement with regard to such acquisition (other
than an Exempt Newco Scheme) (a “Scheme”);

and (suck offer or scheme having become or been declared unconditional in all respects) more
than 50 per cent. of the Voting Rights of the issued share capital of the Issuer have or will
become unconditionally vested in the offeror and/or such associate(s) as aforesaid, or an event
occurs which has a like or similar effect {a “Change of Control™), then upon any exercise of
Conversion Rights where the Conversion Date falls during the period (the “Change of Control
Period””) commencing on the accurrence of the Change of Control and ending 30 calendar days
following the Change of Control or, if later, 30 calendar days following the date on which a
Change of Control Notice as required by Condition 6(g) is given, the Conversion Price (the
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“Change of Control Conversion Price”) shall be as determined pursuant to the following
formula:

COCCP = OCP/(1+ (CP x c/t))

where:

COCCP = means the Change of Control Conversion Price

OCP = means the Conversion Price in effect on the relevant Conversion Date,
disregarding the application of this paragraph {b}{x)

ce = means 38.0 per cent. {expressed as a fraction)

c = means the number of days from and including the date the Change of
Control occurs to but excluding the Final Maturity Date

t = means the number of days from and including the Closing Date to but

excluding the Final Maturity Date

(xi) Ifthe Issuer (after consultation with the Trustee) determines that an adjustment should be made
to the Conversion Price as a result of one or more circumstances not referred to above in this
Condition 6(b) (even if the relevant circumstance is specifically excluded from the operation of
sub-paragraphs (b)(i) to (x) above), the Issuer shall, at its own expense and acting reasonably,
request a Financial Adviser to determine as soon as practicable what adjusiment (if any} to the
Conversion Price is fair and reasonable to take account thereof and the date on which such
adjustment should take effect and upon such detcrmination such adjustment (if any) shali be
made and shall take effect in accordance with such determination, provided that an adjustment
shall only be made pursuant to this sub-paragraph (b)(xi) if such Financial Adviser is so
requested to make such a determination not more than 21 days after the date on which the
relevant circumstance arises and if the adjustment would result in a reduction to the Conversion
Price.

Notwithstanding the foregoing provisions, where the events or circumstances giving rise to any
adjustment pursuant to this Condition 6(b) have already resulted or will result in an adjustment to the
Conversion Price or where the events or circumstances giving rise to any adjustment arise by virtue of
any other events or circumstances which have already given or will give rise to an adjustment to the
Conversion Price or where more than one event which gives rise to an adjustment to the Conversion
Price occurs within such a short period of time that, in the opinion of the Issuer, a modification to the
operation of the adjustment provisions is required to give the intended result, such modification shall
be made to the operation of the adjustment provisions as may be advised by a Financial Adviser to be
in its opinion appropriate to give the intended result and provided further that, for the avoidance of
doubt, the issue of Ordinary Shares pursuant to the exercise of Conversion Rights shall not result in an
adjustment to the Conversion Price.

For the purpose of any calculation of the consideration receivable or price pursuant to sub-paragraphs
(iv), (vi}, (vii) and (viii), the following provisions shall apply:

(a) the aggregate consideration receivable or price for Ordinary Shares issued for cash shall be
the amount of such cash;

()] {x) the aggregate consideration receivable or price for Ordinary Shares to be issued or
otherwise made available upon the conversion or exchange of any Securities shall be
deemed to be the consideration or price received or receivable for any such Securities and
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(y) the aggregate consideration feceivable or price for Ordinary Shares to be issued or
otherwise made available upon the exercise of rights of subscription attached to any
Securities or upon the exercise of any options, warrants or rights shall be deemed to be that
part (which may be the whole) of the consideration or price received or receivable for such
Securities or, as the case may be, for such options, warrants or rights which are attributed by
the Issuer to such rights of subscription or, as the case may be, such options, warrants or
rights or, if no part of such consideration or price is so attributed, the Fair Market Value of
such rights of subscription or, as the case may be, such options, warrants or rights as at the
date of the first public anncuncement of the terms of issue of such Securities or, as the case
may be, such options, warrants or rights, plus in the case of each of (x} and (y) above, the
additional minimum consideration receivable or price (if any) upon the conversion or
exchange of such Securities, or upon the exercise of such rights of subscription attached
thereto or, as the case may be, upon exercise of such options, warrants or rights and (2z) the
consideration receivable or price per Ordinary Share upon the conversion or ¢xchange of, or
upon the exercise of such rights of subscription attached to, such Securities or, as the case
may be, upon the exercise of such options, warrants or rights shall be the aggregate
consideration or price referred to in (x) or (v) above (as the case may be) divided by the
number of Ordinary Shares to be issued upon such conversion or exchange or exercise at the
initial conversion, exchange or subscription price or rate;

(©) if the consideration or price determined pursuant to (a) or (b} above (or any component
thereof) shall be expressed in a cuwrrency other than the Relevant Cwrency it shall be
converted into the Relevant Currency at the Prevailing Rate on the date of the first public
anmnouncement of the terms of issne of such Ordinary Shares or, as the case may be,
Securities; and

(d) in determining consideration or price pursuant to the above, no deduction shall be made for
any commissions or fees (howsoever described) or any expenses paid or incurred for any
underwriting, placing or management of the issue of the relevant Ordinary Shares or
Securities or options, warrants or rights, or otherwise in connection therewith,

{¢c)  Retroactive Adjustments

If the Conversicn Date in relation to the conversion of any Bond shall be after any consolidation,
reclassification or sub-division as is mentioned in Condition 6(b)(i), or afier the record date or other
due date for the establishment of entitlement for any such issue, distribution, grant or offer (as the case
may be) as is mentioned in Condition 6¢5}(ii), (iii) (iv), (v) or (ix), or after any such issue or grant as is
mentioned in Condition 6¢b){(vi) and (vii), in any casc in circumstances where the relevant Conversion
Datc falls before the relevant adjustment becomes effective under Condition 6¢2) {such adjustment, a
“Retrozactive Adjustment”), then the Issuer shall (conditional upon the relevant adjustment becoming
effective) procure that there shall be issued or transferred and delivered to the converting Bondholder,
in accordance with the instructions contained in the Conversion Notice, such additional number of
Ordinary Shares (if any) (the “Additional Ordinary Shares™) as, together with the Ordinary Shares
issued or to be transferred and delivered on conversion of the relevant Bond (together with any fraction
of an Ordinary Share not so issued), is equal to the number of Ordinary Shares which would have been
required to be issued or delivered on conversion of such Bond if the relevant adjustment (more
particularly referred to in the said provisions of Condition 6(3}) to the Conversion Price had in fact
been made and become effective immediately prior to the relevant Conversion Date.
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(d)  Decision of a Financial Adviser

If any doubt shall arise as to the appropriate adjustment to the Conversion Price or as to the occurrence
of a Change of Control, the Issuer shall consult a Financial Adviser and the written opinion of such
Financial Adviser in respect of such adjustment to the Conversion Price shall be conclusive and
binding on all parties, save in the case of manifest error.

(¢}  Employees’Share Schemes

No adjustment will be made to the Conversion Price where Ordinary Shares or other Securities
(including rights, warrants and options) are issued, transferred, offered, exercised, allotted,
appropriated, modified or granted to, or for the benefit of, employees or contractors or former
employees or contractors (including Directors or the personat service company of any such person) or
their spouses or relatives, in each case, of the Issuer or any of its Subsidiaries or any associated
cotpany or to trustees to be held for the benefit of any such person, in any such case pursuant to any
employees’ share or option scheme.

Il Rounding Down and Notice of Adjustment to the Conversion Price

On any adjustment, the resultant Conversion Price, if not an integral multiple of U.S.$0.001, shall be
rounded down to the nearest whole multiple of U.5.$0.001. No adjustment shall be made to the
Conversion Price where such adjustment (rounded down if applicable) would be less than one per cent.
of the Conversion Price then in effect. Any adjustment not required to be made, and/or any amount by
which the Conversion Price has been rounded down, shall be carried forward and taken into account in
any subsequent adjustment, and such subsequent adjustment shall be made on the basis that the
adjustment not required {0 be made had been made at the relevant time.

Notice of any adjustments to the Conversion Price shall be given by the Issuer to Bondholders in
accordance with Condition 17 and the Trustee promptly after the determination thereof.

The Issuer undertakes that it shall not take any action, and shall procure that no action is taken, that
would otherwise result in the inability to issue Ordinary Shares on conversion as fully paid.

e}  Change of Control

Within 14 calendar days following the occurrence of a Change of Control, the Issuer shall give notice
thereof to the Trustee and to the Bondholders in accordance with Condition 17 {a “Change of Control
Notice”). Such notice shall contain a statement informing Bondholders of their entitlement to exercise
their Conversion Rights as provided in these Conditions and their entitlement to require the Issuer to
redeem their Bonds as provided in Condition 7¢¢).

The Change of Control Notice shall also specify:
(i)  the nature of the Change of Control;

(i) the Conversion Price immediately prior to the occurrence of the Change of Control and the
Change of Control Conversion Price (on the basis of such Conversion Price) applicable
pursuant to Condition 6(b)(x) during the Change of Control Period;

(iii) the closing price of the Ordinary Shares as derived from the Relevant Stock Exchange as at
the latest practicable date prior to the publication of such notice;

@iv) the Change of Control Put Date and the last day of the Change of Control Period;
v) details of the right of the Issuer to redeem any Bonds which shali not previously have been

converted or redeemed pursuant to Condition 7(e); and
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(vi) such other information relating to the Change of Control as the Trusice may reasonably
require.

The Trustee shall not be required to take any steps to ascertain whether a Change of Control or any
event which could lead 10 a Change of Control has occurred or may occur and will not be responsible
to Bondholders or any other person for any loss arising from any failure by it to do so.

(®}  Procedure for exercise of Conversion Righis

The Conversion Right may be exercised by a Bondholder by delivering the relevant Bond to the
specified office of any Paying, Transfer and Conversion Agent, during its usual business hours,
accompanied by a duly completed and signed notice of conversion (a “Conversion Notice™) in the
form (for the time being current} obtainable from any Paying, Transfer and Conversion Agent.
Conversion Rights shall be exercised subject in each case to any applicable fiscal or other laws or
regulations applicable in the jurisdiction in which the specified office of the Paying, Transfer and
Conversion Agent to whom the relevant Conversion Notice is delivered is located. If such delivery is
made after the end of normal business hours or on a day which is not a business day in the place of the
specified office of the relevant Paying, Transfer and Conversion Agent, such delivery shall be deemed
for alt purposes of these Conditions to have been made on the next following such business day.

A Conversion Notice, once delivered, shall be irrevocable.

The conversion date in respect of a Bond (the “Conversion Date”) shall be the second Perth business
day following the date of the delivery of the Bonds and the Conversion Notice.

A Bondholder exercising a Conversion Right shall be responsible for paying directly to the relevant
authorities any taxes and capital, stamp, issue and registration and transfer taxes and duties arising on
conversion {other than any taxes or capital, stamp, issue and registration and transfer taxes and duties
payable in Australia or Canada (or any province, state or territory thereof) in respect of the allotment
and issue of any Ordinary Shares on such conversion or in respect of the delivery of any Ordinary
Shares on such conversion (including any Additional Ordinary Shares), which shall be paid by the
Issuer) and such Bondholder shall be responsible for paying all, if any, taxes arising by reference to
any disposal or deemed disposal of a Bond or interest therein in connection with such conversion. For
the avoidance of doubt, none of the Agents and the Trustee shall be responsible for determining
whether such taxes or capital, stamp, issue and registration and transfer taxes and duties are payable or
the amount thereof and it shall not be responsible or liable for any failure by the Issuer to pay such
taxes or capital, stamp, issue and registration and transfer taxes and duties.

Otdinary Shares to be issued on exercise of Conversion Rights will be issued, at the option of the
Bondholder exercising its Conversion Right as specified in the Conversion Notice, either:

(a) in uncertificated form through the securities trading system kmown as the Clearing House
Flectronic Sub-register System operated by ASX Settlement and Transfer Corporation Pty Lid
(“CHESS”) or in “book-entry-only” form eligible for deposit at The Canadian Depository for
Securities Limited (“CDS”) (or any successor licensed clearance and settlement facility
applicable to the Ordinary Shares), or

(b) in cemificated form registered in the name of or as directed by the Bondholder in the relevant
Conversion Notice,

and in the case of (a) the Ordinary Shares will be credited to the CHESS account or the CDS
Participant account specified in the Conversion Notice, or in the case of (b) the certificate for the
Ordinary Shares will be mailed to the relevant Bondholder (at the risk of such Bondholder) to the
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address specified in the Conversion Notice, or if a Bondholder does not specify a valid CHESS

account or CDS Participant account in the Conversion Notice, a certificate for the Ordinary Shares will

be mailed to the relevant Bondholder (at the risk of such Bondholder) to the address specified in the

Register, in each case by a date which is generally expected to be not later than three Toronto business

days (in the case of Ordinary Shares to be issued in “book-entry only” form eligible for deposit at CDS)
or three Perth business days (in the case of Ordinary Shares to be issued through CHESS or in

certiftcated form) after the relevant Conversion Date.

Statemnents of holdings for Ordinary Shares issued on exercise of Conversion Rights through CHESS
will be dispatched by the Issuer by mail free of charge as soon as practicable but in any event within
10 Perth business days after the relevant Conversion Date.

()  Ordinary Shares

(i)  Ordinary Shares issued or transferred and delivered upon conversion of the Bonds will be fully
paid and will in all respects rank pari passu with the fully paid Ordinary Shares in issue on the
relevant Conversion Date or, in the case of Additional Ordinary Shares, on the relevant
Reference Date, except in any such case for any right excluded by mandatory provisions of
applicable law and except that such Ordinary Shares or, as the case may be, Additional
Ordinary Shares will not rank for (or, as the case may be, the relevant holder shall not be
entitled to receive) any rights, distributions or payments the record date or other due date for the
establishment of entitlement for which falls prior to the relevant Conversion Date or, as the case
may be, the relevant Reference Date.

(i)  Save as provided in Condition 6(), no payment or adjustment shall be made on conversion for
any interest which otherwise would have accrued on the relevant Bonds since the last Inferest
Payment Date preceding the Conversion Date relating to such Bonds (or, if such Conversion
Date falls before the first Interest Payment Date, since the Closing Date),

()] Interest on Conversion

If any notice requiring the redemption of any Bonds is given pursuant to Condition 7¢b) or 7(c) on or
after the fifteenth calendar day prior to a record date in respoct of any Dividend or distribution payable
in respect of the Ordinary Shares which has occurred since the last Interest Payment Date {or in the
case of the first Interest Period, since the Closing Date) and where such notice specifies a date for
redemption falling on or prior to the date which is 14 days after the Interest Payment Date next
following such record date, interest shall accrue at the applicable Interest Rate on Bonds in respect of
which Conversion Rights shall have been exercised and in respect of which the Conversion Date falls
after such record date and on or prior to the Interest Payment Date next following such record date in
respect of such Dividend or distribution, in each case from and including the preceding Interest
Payment Date (or, if such Conversion Date falls before the first Interest Payment Date, from the
Closing Date) to but excluding such Conversion Date. The Issuer shall pay any such interest by not
later than 14 days after the relevant Conversion Date by transfer to, 2 U.S. dollar account with a bank
in New York City in accordance with instructions given by the relevant Bondholder in the relevant
Conversion Notice.

(%)  Purchase or Redemption of Ordinary Shares

The Issuer may exercise such rights as it may from time to time enjoy to purchase or redeem or buy
back its own shares (including Ordinary Shares) or any depositary or other receipts or certificates
representing the same without the consent of the Bondholders.
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7

No duty to Monitor

The Trustee shall not be under any duty to monitor whether any event or circumstance has happened or
exists which may require an adjustment to be made 10 the Conversion Price and will not be responsible
or liable to the Bondholders for any loss arising from any failure by it to do so.

Redemption and Purchase

(@)

@)

©

Final Redemption

Unless previously purchased and cancelled, redeemed or converted as herein provided, the Bonds will
be redeemed at their principal amount on the Final Maturity Date. The Bonds may only be redecmed at
the option of the Issuer prior to the Final Maturity Date in accordance with Condition 7(b) or 7(c).

Redemption at the Option of the Issuer

On giving not less than 30 nor more than 60 days’ notice (an “Optional Redemption Notice™) to the
Trustee and to the Bondholders {which notice shali be irrevocable) in accordance with Condition 17,
the Issuer may redeem all but not some only of the Bonds on the date (the “Optional Redemption
Date”) specified in the Optional Redemption Notice at their principal amount, together with accrued
but unpaid interest to but excluding such date:

(i) at any time on or after 5 January 2010, if the Parity Value on each of at least 20 consecutive
dealing days ending not earlier than 5 days prior to the giving of the relevant Optional
Redemption Notice, shall have been at least U.S.$260,000; or

(i)  if, at any time prior to the date the relevant Optional Redemption Notice is given, Conversion
Rights shall have been exercised and/or purchases (and corresponding cancellations) and/or
redemptions effected in respect of 85 per cent. or more in principal amount of the Bonds
originally issued {which shall for this purpose include any further bonds issued pursnant to
Condition 18 and consolidated and forming a single series with the Bonds); or

(ii)  within the period of 45 days after the end of the Change of Control Period.
Redemption for Taxation Reasons

At any time the Issuer may, having given not less than 30 nor more than 60 days’ notice (a “Tax
Redemption Notice”) to the Bondholders (which notice shall be irrevocable) redeem (subject to the
second following paragraph) all, and not some only, of the Bonds on the date (“Tax Redemption
Datce”) at their principal amount, together with accrued but unpaid interest to such date, if (i) the Issuer
certifies to the Trustee immediately prior to the giving of such noticc that the Issuer has or will become
obliged to pay additional amounts in respect of payments on the Bonds pursuant to Condition 9 as a
result of any change in, or amendment to, the laws or regulations of the Commonwealth of Australia or
any political subdivision or any authority thereof or therein having power to tax, or any change in the
general application or official interpretation of such laws or regulations, which change or amendment
becomes effective on or after the Closing Date, and (ii) such obligation cannot be avoided by the Issuer
taking reasonable measures available to it, provided that no such notice of redemption shall be given
earlier than 90 days prior to the earliest date on which the Issuer would be obliged to pay such
adgditional amounts were a2 payment in respect of the Bonds then due. Prior to the publication of any
notice of redemption pursuant to this paragraph, the Issuer shall deliver to the Trustee (a) a certificate
signed by two directors of the Issuer stating that the obligation referred to in (i) above cannot be
avoided by the Issuer taking reasonable measures available to it and (b) an opinion of independent
legal or tax advisers of recognised international standing to the effect that such change or amendment
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has occurred and that the Issuer has or will be obliged to pay such additional amounts as a result
thereof (irrespective of whether such amendment or change is then effective) and the Trustee shall
accept without any lability for so doing such certificate and opinion as sufficient evidence of the
matters set out in (i)} and (i1} above which shall be conclusive and binding on the Bondholders.

Upon the expiry of a Tax Redemption Notice, the Issuer shall (subject to the next following paragraph)
redeem the Bonds at their principal amount, together with accrued interest to such date.

If the Issuer gives a notice of redemption pursuant to this Condition 7(c), each Bondholder will have
the right to elect that his Bond(s) shall not be redeemed and that the provisions of Condition 9 shall not
apply in respect of any payment to be madc on such Bond(s) which falls due after the relevant Tax
Redemption Date whereupon no additional amounts shall be payable in respect thereof pursuant to
Condition 9 and payment of all amounts on the Bonds shall be made subject to the deduction or
withholding of the taxation required to be withheld or deducted by the Commonwealth of Australia or
any political subdivision or any authority thereof or therein having power to tax. To exercise such
tight, the holder of the relevant Bond must complete, sign and deposit at the specified office of any
Paying, Transfer and Conversion Agent a duly completed and signed notice of election, in the form for
the time being current, obtainable from the specified office of any Paying, Transfer and Conversion
Agent together with the relevant Bonds on or before the day falling 10 days prior to the Tax
Redemption Date.

(dj  Optional and Tax Redemption Notices

Any Optional Redemption Notice or Tax Redemption Notice shall be imrevocable. Any such notice
shall specify (i} the Optional Redemption Date or, as the case may be, the Tax Redemption Date, (ii)
the Conversion Price, the aggregate principal amount of the Bonds outstanding and the closing price of
the Ordinary Shares as derived from the Relevant Stock Exchange, in each case as at the latest
practicable date prior to the publication of the Optional Redemption Notice or, as the case may be, the
Tax Redemption Notice and (iii} the last day on which Conversion Rights may be exercised by
Bondholders.

(¢}  Redemption at the option of Bondhalders

Following the occurrence of a Change of Control, the holdcr of each Bond will have the right to
require the Issuer to redeem that Bond on the Change of Control Put Date at its principal amount,
together with accrued interest to such date. To exercise such right, the holder of the relevant Bond
must, at any time in the Change of Control Period, deliver a duly completed and signed notice of
exercise, in the form for the time being current, obtainable from the specified office of any Paying,
Transfer and Conversion Agent {a “Change of Control Put Exercise Notice™) to the specified office
of any Paying, Transfer and Conversion Agent. The “Change of Control Put Date” shall be the 14th
calendar day after the expiry of the Change of Control Period.

Payment in respect of any such Bond shall be made by transfer to a U.S. dollar account with a bank in
New York City specified by the relevant Bondholder in the Change of Control Put Exercise Notice.

A Change of Control Put Exercise Notice, once delivered, shall be irrevocable and the Issuer shall
redeem all Bonds the subject of the Change of Control Put Exercisc Notices delivered as aforesaid on
the Change of Control Put Date.

)] Purchase

Subject to the requirements (if any) of any stock exchange on which the Bonds may be admitted to
listing and trading at the relevant time and subject to compliance with applicable laws and regulations,
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the Issuer or any Subsidiary of the Issuer may at any time purchase Bonds in the open market or
otherwise at any price. Any purchase by tender shall, subject to compliance with applicable laws and
regulations, be made available to all Bondholders alike.

(g  Cancellation

All Bonds which are redeemed or in respect of which Conversion Rights are exercised will be
cancelled and may not be reissued or resold. Bonds purchased by the Issuer or any of its Subsidiaries
shall be surrendered to the Principal Paying, Transfer and Conversion Agent for cancellation and may
not be reissued or re-sold.

(h)  Muliiple Notices

If more than one notice of redemption is given pursuant to this Condition 7, the first of such notices to
be given shall prevail, save that a notice of redemption given by a Bondholder pursuant to Condition
7(e) shall prevail over any other notice of redemption given pursuant to this Condition 7, whether
given before, after or at the same time as any notice of redemption under Condition 7{e).

8 Payments
(a)  Principal

Payment of principal in respect of the Bonds and accrued interest payable on a redemption of the
Bonds other than on an Interest Payment Date will be made to the persons shown in the Register at the
close of business on the Record Date and subject to the surrender of the Bonds at the specified office
of the Registrar or of any of the Paying, Transfer and Conversion Agents.

(b)  Interest and other Amounts

(i)  Payments of interest due on an Interest Payment Date will be made to the persons shown in the
Register at close of business on the Record Date.

(ii)  Payments of all amounts other than as provided in Condition 8(a) and (3)(i) will be made as
provided in these Conditions.

{¢}  Record Date
“Record Date” means the sixth New York business day before the due date for the relevant payment.
{d}  Payments

Each payment in respect of the Bonds pursuant to Condition 8(a) and (d){i) will be madc by transfer to
a U.S, dollar account with a bank in New York City as notified to the Registrar by the relevant
Bondholder by no later than the relevant Record Date.

The Issuer will not be required to make any such payment in respect of the Bonds until 6 business days
after the Bondholder has provided the necessary account details for payment in accordance with this
Condition 8(d).

(e)  Payments subject to fiscal laws

All payments in respect of the Bonds are subject in all cases to any applicable fiscal or other laws and
regulations. No commissions or expenses shall be charged to the Bondholders in respect of such

payments.
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¢  Delay in payment

Bondholders will not be entitled to any interest or other payment for any delay after the due date in
receiving the amount due (1) as a result of the due date not being a business day; (ii) if the Bondholder
is late in surrendering the rclevant Bond or (iii) it the Bondholder does not provide the necessary
account details for payment in accordance with these Conditions.

(g)  Business Days

In this Condition, “business day” means a day (other than a Saturday or Sunday) on which banks and
foreign exchange markets are open for business, in New York City and (where such surrender is
required by these Conditions) in the place of the specified office of the Registrar or relevant Paying,
Transfer and Conversion Agent, to whom the relevant Bond is or surrendered.

(W} Paying, Transfer and Conversion Agents, elc.

The initial Paying, Transfer and Cenversion Agents and Registrar and their initial specified offices are
listed below. The Issuer reserves the right under the Agency Agreement at any time, with the prior
written approval of the Trustee, to vary or terminate the appointment of any Paying, Transfer and
Conversion Agent or the Registrar and appoint additional or other Paying, Transfer and Conversion
Agents or Registrar, provided that it will (i) maintain a Principal Paying, Transfer and Conversion
Agent or another Registrar, (if) maintain Paying, Transfer and Conversion Agents having specified
offices in at least two major European cities including a Paying, Transfer and Conversion Agent having
a specified office in London, (iii) a Paying, Transfer and Conversion Agent with a specified office ina
European Union member state that will not be obliged to withhold or deduct tax pursuant to European
Council Directive 2003/48/EC or any other European Union Directive implementing the conclusions
of the ECOFIN council meeting of 26-27 November 2000 on the taxation of savings income or any
law implementing or complying with, or introduced in order to conform to, such Directive, (iv) so long
as the Bonds are listed on the Singapore Exchange Securities Trading Limited and the rules of that
exchange so require, a Paying, Transfer and Convetsion Agent having a specified office in Singapore
and (v) maintain a Registrar with a specified office outside the United Kingdom. Notice of any change
in the Paying, Transfer and Conversion Agents or the Registrar or their specified offices will promptly
be given by the Issuer to the Bondholders in accordance with Condition 17.

(i)  Fractions

When making payments to Bondholders, if the relevant payment is not of an amount which is a whole
multiple of the smallest nnit of the relevant currency in which such payment is to be made, such
payment will be rounded down to the nearest unit.

9 Taxation

All payments made by on or behalf the Issner in respect of the Bonds will be made free from any restriction
or condition and be made without deduction or withholding for or on account of any present or future taxes,
dutics, assessments or governmental charges of whatever nature imposed or levied by or on behalf of the
Commonwealth of Australia or any political subdivision or any authority thereof or therein having power to
tax, unless deduction or withholding of such taxes, duties, assessments or governmental charges is required to
be made by law.

In the event that any such withholding or deduction is required to be made, the Issuer will pay such additional
amounts as will result in the receipt by the Bondholders of the amounts which would otherwise have been
receivable had no such withholding or deduction been required, except that no such additional amount shall
be payable in respect of any Bond:
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(@) to a holder (or to a third party on behalf of a holder) who is subject to such taxes, duties, assessments
or governmental charges in respect of such Bond by reason of his having some connection with the
Commonwealth of Australia otherwise than merely by holding the Bond or by the receipt of amounts
in respect of the Bond or where the withholding or deduction is required on account of a tax liability
that the holder has or may have otherwise than as a result of such holding or receipt; or

(b) (in the case of a payment on redemption) if the Bond is surrendered more than 30 days after the
Relevant Date, or in any case if the relevant Bondholder does not provide the necessary account details
for payment in accordance with these Conditions within 24 days afier the Relevant Date, except to the
extent that the holder would have been entitled to such additional amount had the Issuer been obliged,
following the surrendering of the Bond (in the case of payment on redemption) and providing the
necessary account details for payment in accordance with these Conditions, to make the payment on
the Last day of the period of 30 days following the Relevant Date; or

()  where such withholding or deduction is imposed on a payment to an individual and is required to be
made pursuant to Buropean Council Directive 2003/48/EC or any other Directive implementing the
conclusions of the ECOFIN Council meeting of 26-27 November 2000 on the taxation of savings
income or any law implementing or complying with, or introduced in order to conform to, such
Directive; or

(d)  presented for payment by or cn behalf of a holder who would have been able to avoid such
withholding or deduction by presenting the relevant Bond to another Paying, Transfer or Conversion
Agent in a Member State of the European Union; or

() to, or 1o a third party on behalf of, a holder who is liable for such taxes, duties, assessments or
governmental charges by reason of the holder being an associate of the Issuer for the purposes of
section 128F of the Income Tax Assessment Act 1936 of Australia (as amended).

References in these Conditions and the Trust Deed to principal and interest shall be deemed also to refer to
any additional amounts whick may be payable under this Condition or any undertaking or covenant given in
addition thereto or in substitution therefor pursuant to the Trust Deed.

This Condition 9 shall not apply in respect of payments on any Bonds which are the subject of an election by
the relevant Bondholder pursuant to Condition 7(c) (Redemption for Taxation Reusons).

10 Events of Default

The Trustee at its discretion may, and if so requesied in writing by the holders of at least one-quarter in
principal amount of the Bonds then outstanding or if so directed by an Extraordinary Resolution of the
Bondholders shall (subject in each case to being indemnified and/or secured to its satisfaction and provided
that in the case of paragraphs (b), (¢}, (d) and (g) {and, to the extent analogous, (h)) or, in relation 1o a
Principal Subsidiary, paragraphs (e} and (f) (and, to the extent analogous, (h)) thc Trustee shall have certified
to the Issuer that in its opinion such event is materially prejudicial to the interests of the Bondholders), give
notice to the Issuer that the Bonds are, and they shall accordingly thereby immediately become, due and
repayable at their principal amount together with accrued interest if any of the following events (each an
“Event of Default”) shall have occurred:

(a) default is made for more than 10 days in the payment on the due date of any amount payable in respect
of the Bonds; or

(b)  the Issuer does not perform or comply with any one or more of its other obligations under the Bonds or
the Trust Deed and (unless in the opinion of the Trustee, certified in writing to the Issuer, the default is
incapable of remedy) is not remedied within 45 days (or such longer period as the Trustee may permit)
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after the Issuer shall have received from the Trustee written notice of such default requiring it to be
remedied; or

{c)
@ any other present or future indebtedness for borrowed money of the Issuer or any Subsidiary of
the [ssuer becomes due and payable prior {o its stated maturity by reason of an event of default
(however described); or

(i)  any such indebtedness is not paid when due or within any originally applicable grace period; or

(iif}  the Issuer or any Subsidiary of the Issuer fails to pay when due any amonnt payable by it under
any present or firture guarantee for, or indemnity in respect of, any indebtedness for borrowed
money; or

(iv)  amy mortgage, charge, pledge, lien or other encumbrance, present or future, created or assumed
by the Issuer or any Principal Subsidiary of the Issuer for any indebtedness for borrowed money
{or any guarantee of, or indemnity in respect of, indebtedness for borrowed money) that has
become payable becomes enforceable and steps are taken to enforce it (including the taking of
possession or the appointment of a receiver, administrative receiver, administrator manager,
judicial manager, controller or other similar person),

and the aggregate amount of the indebtedness, guarantees and indemnities in respect of which one or
more of the events mentioned above in this paragraph (c) have ocomrred cquals or exceeds
U.5.$10,000,000 (or its equivalent in other curmrencies). For the purposes of this paragraph (c),
“indebtedness for borrowed money” shall exclude Project Finance Indebtedness; or

{d) a distress, attachment, execution or other legal process is levied or enforced on or against all or any
substantial part of the property, assets or revenues of the Issucr or any Principal Subsidiary of the
Issuer which is not discharged, removed, stayed or paid within 30 days; or

{e) the Issuer or any Principal Subsidiary of the Issuer (i) is or states that it is insolvent or unable to pay its
debts, (if) is presumed under the Corporations Act to be insolvent (other than as a result of a failure to
pay a statutory demand in relation to a claim the subject of a bona-fide dispute), (iii) stops, suspends or
threatens to stop or suspend payment of its debts generally, or {iv) makes or enters into a general
assignment or an arrangement or composition or compromise with ot for the benefit of its creditors
{other than in connection with a reconstruction, amalgamation, reorganisation, merger or consolidation
permitted under paragraph (f)); or

()  an administrator {as defined in the Corporations Act) or liquidator or a like or similar officer is
appointed in respect of the Issuer or any Principal Subsidiary or a court order is made or a resolution
passed for the winding-up or dissolution of the Issuer or any Principal Subsidiary of the Issuer, or the
Issuer or any Principal Subsidiary of the Issuer ceases or threatens to cease to carry on business (other
than in the case of a Principal Subsidiary, as a result of a hona fide disposal of such business or its
assets), except in any such case for the purpose of and followed by a reconstruction, amalgamation,
reorganisatzon, merger or consolidation (i) on tetms approved by the Trustee or by an Extraordinary
Resolution of the Bondholders, or (i) in the case of a Principal Subsidiary of the Issuer, where that
Principal Subsidiary is solvent or its undertaking and assets are transferred to or otherwise vested in
the Issuer or anocther Subsidiary of the Issuer; or

(g) afinal judgment or judgments of a court or courts of competent jurisdiction for the payment of money
aggregating in excess of U.8.$10,000,000 (or its equivalent in the relevant currency of payment) are
rendered against the Issuer or any Principal Subsidiary of the Issuer and which judgments are not
bonded, discharged or stayed pending appeal within 60 days (or such longer period as the Trustee may
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permit) after the Latest Date, or are not discharged within 60 days (or such longer period as the Trustee
may permit) after the later of the expiration of such stay and the Latest Date; ot

(h)  any event occurs which under the laws of any relevant jurisdiction has an analogous effect to any of
the events referred to in paragraphs (d) to (f) above.

“Latest Date” means the latest of (i) the entry of such judgment; (i) if such judgment specifies a datc by
which it must be satisfied, the date so specified; and (iii) the time allowed or specified under applicable law
for such judgment to be bonded, discharged or stayed pending appeal.

11  Undertakings

Whilst any Conversion Right remains exercisable, the Issuer will, save with the approval of an Extraordinary
Resolution or with the prior written approval of the Trustee where, in its opinion, it is not materially
prejudicial to the interests of the Bondholders to give such approval:

(a)  other than in connection with a Newco Scheme, not issue or pay up any Securities, in either case by
way of capitalisation of profits or reserves, other than:

(i) by the issue of fully paid Ordinary Shares to Shareholders and other holders of shares in the
capital of the Issuer which by their terms entitle the holders thereof to receive Ordinary Shares;
or

(i) by the issue of Ordinary Shares paid up in full (in accordance with applicable law) and issued
wholly, ignoring fractional entitlements, in lieu of the whole or part of a cash dividend; or

(iii) by the issue of fully paid equity share capital (other than Ordinary Shares) to the bolders of
equity share capital of the same class and other holders of shares in the capital of the Issuer
which by their terms entitle the holders thereof to receive equity share capital (other than
Ordinary Shares); or

(iv) by the issue of Ordinary Shares or any equity share capital to, or for the benefit of, any
employee or contractor or former employee or contractor (including Directors or the personal
service company of any such person) or their spouses or relatives, in each case, of the Issuer or
any of its Subsidiaries or any associated company or to trustees to be held for the benefit of any
such person, in any such case pursuant to an employees’ share or option scheme whether for all
employees, directors, or executives or any one or more of them,

unless, in any such case, the same constitutes a Dividend or otherwise gives rise (or would, but for the
provisions of Condition 6(f) relating to the carry forward of adjustments, give risc) to an adjustment to
the Conversion Price; or

{b) not modify the rights attaching to the Ordinary Shares with respect to voting, dividends or liquidation
nor issue any other class of equity share capital carrying any rights which are more favourable than the
rights attaching to the Ordinary Shares but so that nothing in this Condition 11(5) shall prevent:

i) any consolidation, reclassification or subdivision of the QOrdinary Shares; or

(i)  any modification of such rights which is not, in the opinion of a Financial Adviser, materially
prejudicial to the interests of the holders of the Bonds; or

(i) any issue of equity share capital where the issue of such equity share capital results, or would,
but for the provisions of Condition 6(f) relating to the carry forward of adjustments or the fact
that the consideration per Ordinary Share receivable therefore is at least 95 per cent. of the
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Current Market Price per Ordinary Share, otherwise result, in an adjustment to the Conversion
Price; or

(iv) any issue of equity share capital or modification of rights attaching to the Ordinary Shares,
where prior thereto the Issuer shall have instructed a Financial Adviser to determine what (if
any) adjustments should be made to the Conversion Price as being fair and reasonable to take
account thereof and such Financial Adviser shall have determined either that no adjustment is
required or that an adjustment resulting in an decrease in the Conversion Price is required and,
if s0, the new Conversion Price as a result thereof and the basis upon which such adjustment is
to be made and, in any such case, the date on which the adjustment shall take effect (and so that
the adjustment shali be made and shall take effect accordingly);

(c)  procure that no Securities (whether issued by the Issuer or any Subsidiary of the Issuer or procured by
the Issuer or any Subsidiary of the Issuer to be issued or issued by any other person pursuant to any
arrangement with the Issuer or any Subsidiary of the Issuer) issued without rights to convert into, or
exchange or subscribe for, Ordinary Shares shall subsequently be granted such rights exercisable at a
consideration per Ordinary Share which is less than 95 per cent. of the Current Market Price per
Ordinary Share at the close of business on the last dealing day preceding the date of the first public
announcement of the proposed inclusion of such rights unless the same gives rise {or would, but for the
provisions of Condition 6(f) relating to the carry forward of adjustments, give rise) to an adjusiment to
the Conversion Price and that at no time shall there be in issue Ordinary Shares of differing nominal
values, save where such Ordinary Shares have the same economic rights;

(d)  not make any issue, grant or distribution or any other action taken if the effect thereof would be that,
on the exercise of Conversion Rights, Ordinary Shares could not, under any applicable law then in
effect, be legally issued as fully paid;

(e)  notreduce its issned share capital, or any uncalled lability in respect thereof, or any non-distributable
reserves, except:

(i)  pursuant to the terms of issue of the relevant share capital; or

(ii) by means of a purchase or redemption of share capital of the Issuer to the extent permitted by
applicable {aw; or

(i) by way of transfer to reserves as permitted under applicable law; or

(iv) where the reduction is permitted by applicable law and the Trustec is advised by a Financial
Adviser, acting as expert, that the interests of the Bondholders will not be materially prejudiced
by such reduction; or

(v}  where the reduction is permitted by applicable law and results in (or would, but for the
provisions of Condition 6¢f) relating to the carry forward of adjustments, result in} an
adjustruent to the Conversion Price,

provided that, without prejudice to the other provisions of these Conditions, the Issuer may exercise
such rights as they may from time to time enjoy pursuant to applicable law to purchase its Ordinary
Shares and any depositary or other receipts or certificates representing Ordinary Shares without the
consent of Bondholders;

(f)  if any offer is made to all (or as nearly as may be practicable all) Shareholders {or all (or as pearly as
may be practicable all} Shareholders other than the offeror and/or any associate (as defined in Section
11 of the Corporations Act)) to acquire the whole or any part of the issued Ordinary Shares, or if any
person proposes & scheme with regard to such acquisition, give notice of such offer or scheme to the
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Bondholders at the same time as any notice thereof is sent to the Shareholders (or as soon as
practicable thereafter) that details concerning such offer or scheme may be obtained from the specified
offices of the Paying, Transfer and Conversion Agents and, where such an offer or scheme has been
recommended by the board of directors of the Issuer, or where such an offer has become or been
declared unconditional in all respects, use all reasonable endeavours to procure that a like offer or
scheme is extended to the holders of any Ordinary Shares issued during the period of the offer or
scheme arising out of the exercise of the Conversion Rights by the Bondholders;

(g) inthe event of a Newco Scheme the Issuer shall take (or shall procure that there is taken) all necessary
action to ensure that (to the satisfaction of the Trustee) immediately after completion of the scheme of
arrangement (i) such amendments are made to these Conditions and the Trust Deed as are necessary, in
the opinion of the Trustee, to ensure that the Bonds may be converted into or exchanged for ordinary
shares in Newco mutatis mutandis in accordance with and subject to these Conditions and the Trust
Deed and (ii) the ordinary shares of Newco are:

(A) admitted to listing on the Relevant Stock Exchange; or

(B) admitted to listing on another regulated, regularly operating, recognised stock exchange or
securities market;

(h)  use its best endeavours to ensure that the Ordinary Shares issued upon exercise of Conversion Rights
will, as soon as is practicable, be admitted to listing and to trading on the Australian Stock Exchange
and the TSX and will be listed, quoted or dealt in, as soon as is practicable, on any other stock
exchange or securities market on which the Ordinary Shares may then be listed or quoted or dealt in;

(i)  not change the jurisdiction in which it is domiciled or resident or to whose taxing authority it is subject
generally unless it would not thereafter be required pursuant to then current laws and regulations to
withhold or deduct for or on account of any present or future taxes, duties, assessments or
governmental charges of whatever nature imposed or levied by or on behalf of such jurisdiction or any
political subdivision thereof or therein having power to tax in respect of any payment on or in respect
of the Bonds;

()  if there is a change in the Relevant Stock Exchange, notify the Trustee and the Bondholders in
accordance with Condition 17 by not later than 7 days after the commencement of the relevant Scmi-
Annual Period; and

(k)  forsc long as any Bond remains outstanding and subject to the occurrence of a Change of Control, use
its reasonable endeavours to ensure that its issued and outstanding Ordinary Shares shall be admitted
to listing and to trading on the Australian Stock Exchange and the TSX.

The Issuer has undertaken in the Trust Deed to deliver to the Trustee annually a certificate of the Issuer, as to
there not having occurred an Event of Defanit or Potential Event of Default since the datc of the last such
certificate or if such event has occurred as to the details of such event. The Trustee will be entitled to rely on
such certificate and shall not be obliged to independently monitor compliance by the Issuer with the
undertakings set forth in this Condition 11, nor be liable to any person for not so doing.

12 Prescription

Claims against the Issuer for payment in respect of the Bonds shall be prescribed and become void unless
made within 10 years {(in the case of principal) or five years (in the case of interest) from the appropriate
Relevant Date in respect of such payment and thereafter any principal, interest or other sums payable in
respect of such Bonds shall be forfeited and revert to the Issuer.
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Claims in respect of any other amounts payable in respect of the Bonds shall be prescribed and become void
unless made within 10 years following the due date for payment thereof.

13 Replacement of Bonds

If any Bond is lost, stolen, mutilated, defaced or destroyed, it may be replaced at the specified office of any
Paying, Transfer and Conversion Agent subject to all applicable laws and stock exchange requirements, upon
payment by the claimant of the expenses incurred in connection with such replacement and on such terms as
to evidence and indermnity as the Issuer may require. Mutilated or defaced Bonds must be surrendered before
replacements will be 1ssued.

14 Meetings of Bondholders, Modification and Waiver, Substitution
(@)  Meetings of Bondholders

The Trust Deed contains provisions for convening meetings of Bondholders to consider matters
affecting their interests, including the sanctioning by Extracrdinary Resolution of a modification of
any of these Conditions or any provisions of the Trust Deed. Such a meeting may be convened by the
Issuer or the Trustee and shall be convened by the Issuer if requested in writing by Bondholders
holding not less than 10 per cent. in principal amount of the Bonds for the time being outstanding. The
quorum for any meeting convened to consider an Extraordinary Resolution will be one or more
persons holding or representing a clear majority in principal amount of the Bonds for the time being
outstanding, or at any adjourned meeting one or more persons being or representing Bondholders
whatever the principal amount of the Bonds so held or represented, unless the business of such
meeting includes consideration of proposals, inter alia, (i) to modify the maturity of the Bonds (other
than deferring the earliest date on which the Bonds may be redeemed pursuant to Condition 7(b)(i)) or
the dates on which interest is payable in respect of the Bonds, (ii) to reduce or cancel the principal
amount, or interest on, the Bonds or to reduce the amount payable on redemption of the Bonds or
modifying or cancelling the Conversion Rights, (iii) to incrcasc the Conversion Price other than in
accordance with these Conditions, (iv) to change the currency of any payment in respect of the Bonds,
{v) to change the goveming law of the Bonds, the Trust Deed or the Agency Agreement (other than in
the case of a substitution of the Issuer (or any previous substitate or substitutes) under Condition
14(e)), or {vi) to modify the provisions concerning the quorum required at any meeting of Bondholders
or the majority required to pass an Extraordinary Resolution, in which case the necessary quoram will
bc one or more persons holding or representing not less than three-quarters, or at any adjourned
meeting not less than one-half, in principal amount of the Bonds for the time being outstanding. Any
Extraordinary Resolution duly passed shall be binding on Bondholders (whether or not they were
present at the mecting at which such resolution was passed). An Extraordinary Resolution is a
resolution in respect of which not Iess than three-quarters of the votes cast shall have been in favour at
a meeting of Bondholders duly convened and held in accordance with the Trust Deed.

The Trust Deed provides that a resolution in writing signed by or on behalf of the holders of not less
than 90 per cent. of the aggregate principal amount of Bonds outstanding shall for all purposes be as
valid and effective as an Extraordinary Resolution passed at a meeting of Bondholders duly convened
and held.

b Modification and Waiver

The Trustee may agree, withont the consent of the Bondholders, to (1) any modification of any of the
provisions of the Trust Deed, any trust deed supplemental to the Trust Deed, the Agency Agreement,
any agreement supplemental to the Agency Agreement, the Bonds or these Conditions which in the
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Trustee’s opinion is of a formal, minor or technical nature or is made to correct a manifest error or to
comply with mandatory provisions of law, and (ii} any other modification to the Trust Deed, any trust
deed supplemental to the Trust Deed, the Agency Agreement, any agreement supplemental to the
Agency Agreement, the Bonds or these Conditions (except as mentioned in the Trust Deed), and any
waiver or authorisation of any breach or proposed breach, of any of the provisions of the Trust Deed,
any trust deed supplemental to the Trust Deed, the Agency Agreement, any agrecment supplemental to
the Agency Agreement, the Bond or these Conditions which is, in the opinion of the Trustee, not
materially prejudicial to the interests of the Bondholders. The Trustee may, without the consent of the
Bondholders, determine any Event of Default or a Potential Event of Default should not be treated as
such, provided that in the opinion of the Trustee, the interests of Bondhoiders will not be materially
prejudiced thereby, Any such modification, authorisation or waiver shall be binding on the
Bondholders and, if the Trustee 5o requires, such modification shall be notified to the Bondholders
promptly in accordance with Condition 17.

(¢)  Substitution

The Trustee may, without the consent of the Bondholders, agree with the Issuer to the substitution in
place of the Issuer (or any previous substitute or substitutes under this Condition) as the principal
debtor under the Bonds and the Trust Deed of any Subsidiary of the Issuer subject to {a) the Bonds
being unconditionally and irrevocably gnaranteed by the Issuer and (b) the Bonds continuing to be
convertible or exchangeable into Ordinary Shares as provided in these Conditions mutatis mutandis as
provided in these Conditions, with such amendments as the Trustee shall consider appropriate provided
that in any such case, (x) the Trustee being satisfied that the interests of the Bondholders will not be
materially prejudiced by the substitution, and (y) certain other conditions set out in the Trust Deed
being complied with. In the case of such a substitution the Trustee may agree, without the consent of
the Bondholders, to a change of the law governing the Bonds and/or the Trust Deed provided that such
change would not in the opinion of the Trustee be materially prejudicial to the interests of the
Bondholders. Any such substitution shall be binding on the Bondholders and shall be notified promptly
to the Bondholders.

(d)  Entitlement of the Trustee

In connection with the exercise of its functions {including but not limited to those referred to in this
Condition) the Trustee shall have regard to the interests of the Bondholders as a class and, in particular
but without limitation, shall not have regard to the consequences of the exercise of its trusts, powers or
discretions for individual Bondholders resulting from their being for any purpose demiciled or resident
in, or otherwise connected with, or subject to the jurisdiction of, any particular territory, and the
Trustee shall not be entitled to require, nor shall any Bondholder be entitled to claim, from the Issuer
or any other perscn any indemnification or payment in respect of any tax consequence of any such
exercise upon individual Bondholders.

15 Enforcement

The Trustee may at any time, at its discretion and without notice, take such proceedings against the Issuer as it
may think fit to enforce the provisions of the Trust Deed and the Bonds, but it shall not be bound to take any
such proceedings or any other action in relation to the Trust Deed or the Bonds unless (i) it shall have been so
dirccted by an Extraordinary Resolution of the Bondholders or so requested in writing by the holders of at
least one-quarter in principal amount of the Bonds then outstanding, and (ii) it shall have been indemnified
and/or secured to its satisfaction. No Bondholder shall be entitled to proceed directly against the Issuer unless
the Trustee, having become baund so to proceed, fails so to do within a reasonable period and the failure shall
be continuing,
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16 The Trustee

The Trust Deed contains provisions for the indemmification of the Trustee and for its relief from
responsibility, including relieving it from taking any action or proceedings unless indemnified and/or secured
to its satisfaction. The Trustee is entitled to enter into business transactions with the Issuer and any entity
related to the Issuer without accounting for any profit. The Trustee may rely without liability to Bondholders
on a report, confirmation or certificate or any advice of any accountants (including the Auditors), financial
advisers or investment bank, whether or not addressed 10 it and whether their Liability i relation thereto is
limited (by its tertns or by any engagement letter relating thereto entered into by the Trustee or in any other
manner) by reference to a monetary cap, methodology or otherwise. The Trustee shall be obliged to accept
and be entitled to rely on any such report, confirmation or certificate or advice where the Issuer procures
delivery of the same pursuant to its obligation to do so under a condition hereof or any provision of the Trust
Deed and such report, confirmation or certificate or advice shall be binding on the Issuer, the Trustee and the
Bondholders in the absence of manifest error.

17 Notices

All notices regarding the Bonds will be valid if published in a leading daily newspaper having circulation in
(i) Asia (which is expected to be the Asian Wall Street Journal} and (ii) Europe (which is expected to be the
Financial Times). The Issuer shall also ensure that all notices are duly published in a manner which complies
with the rules and regulations of any stock exchange or other relevant authority on which the Bonds are for
the time being listed. Any such notice shall be deemed to have been given on the date of such publication or,
if required to be published in more than one newspaper or in more than one manner, on the date of the first
such publication in all the required newspapers or in each required manner. If publication as provided above is
not practicable, notice will be given in such other manner, and shall be deemed to have been given on such
date, as the Trustee may approve.

So long as the Bonds are represented by a Global Bond and such Global Bond is held on behaif of a clearing
system, and where the rules of the Singapore Exchange Securilies Trading Limited so permit, notices to
Bondholders shall be given by delivery of the relevant notice to such clearing system for communication by
them to their respective accountholders instead of in accordance with Condition 17.

18 Further Issues

The Issuer may from time to time without the consent of the Bondholders create and issue further notes,
bonds or debentures either having the same terms and conditions in all respects as the outstanding notes,
bonds or debentures of any series (including the Bonds) or in all respects except for the first payment of
interest on them and so that such further issue shall be consolidated and form a single series with the
outstanding notes, bonds or debentures of any series (including the Bonds) or upon such terms as to interest,
conversion, premium, redemption and otherwise as the Issuer may determine at the time of their issue. Any
further notes, bonds or debentures consolidated and forming a single series with the outstanding notes, bonds
or debentures of any series {including the Bonds) constituted by the Trust Deed or any deed supplemental to it
shall, and any other notes, bonds or debentures may, with the consent of the Trustee, be constituted by a deed
supplemental to the Trust Deed. The Trust Deed contains provisions for convening a single meeling of the
Bondholders and the holders of notes, bonds or debentures of other series in certain circumstances where the
Trustee so decides.
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19 Contracts (Rights of Third Parties) Act 1999

No person shall have any right to enforce any term or condition of the Bonds under the Contracts (Rights of
Third Parties) Act 1999 (United Kingdom).

20 Governing Law and Jurisdiction

@

®)

(©

Governing Law

The Trust Deed, the Agency Agreement and the Bonds are governed by, and shall be construed in
accordance with, English law.

Jurisdiction

The courts of England are to have jurisdiction to settle any disputes which may arise out of or in
connection with the Trust Deed or the Bonds and accordingly any legal action or proceedings arising
out of or in connection with thc Trust Deed or the Bonds (“Proceedings™) may be brought in such
courts. The Issuer has in the Trust Deed irrevocably submitted to the jurisdiction of such courts and has
waived any objection to Proceedings in such courts whether on the ground of venue or on the ground
that the Proceedings have been brought in an inconvenient forum. This submission is made for the
benefit of the Trustee and each of the Bondholders and shall not limit the right of any of them to take
Proceedings in any other court of competent jurisdiction nor shall the taking of Proceedings in one or
more jurisdictions preclude the taking of Proceedings in any other jurisdiction (whether concurrently
or not).

Agent for Service af Process

The Issuer has irrevocably appointed Hackwood Secretaries Limited at its registered office for the time
being, currently at One Silk Street, London EC2Y 8HQ as its agent in England to reccive service of
process in any Proceedings in England. Nothing herein or in the Trust Deed shall affect the right to
serve process in any other manner permitted by law.
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Co(948) - -

aey
(7319

(47,478) -

G
o500

" (76,498)

(5,000)

" 77,000
3,380
@305
- (3736)
{500)"
23,241

' Share placement

' “Procséds from exerciée:o G157

© 40,800 S
3380 . -

a {1,010 ¢ -f:'jg ;

{733)
500 :

(4,305) .

- (500) -

(94953 T,

95,080 - 41,131

L 19232

34850

75,575,

. 39,489
1,057

Cash and cashi equnvalents dtthe hegmm of Athe ﬁpé'ncial‘year_ f N
Effects of exchange rate :hanges on cash:and cash equwalems :

g 39'000 :

CASH AND: (ASH EQUIVA!.ENTS
‘AT END'OFTHE FINANCIAL PERIO!

59,778

1,698

22,677 -

The above Consolidated Cach Flow §tatements should be reddn conjunét le.‘with the accmnpanﬁgg:nutes.

A

5 Armug!
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-NOTE 2. SUMMARYEOF SIGNIFICANT ACCOUNTING POLICIES

(a) Ba5|s of Preparatnon

is a general purpose financial repon which has been prepared in accordance with the requnrements of the
01 and Austrailan Accountmg SIandards “The finangial report has also been prepared ona hnstoncal cost basis,

Ihe riearest thousand doIIars 1
. 98/100. The Company is a

Paladin Resources LId

 Affected s_tapdard {s} Nature of ajfange to
ént o - aeccounting jiolicy -

) :I&ASIH First- tf}neAdobrfon bfAIFI?S AI\SB . No change accoutiting policy
= 101 Presentation of Finandial Staternents, and - required.'T ietore o Impact
... hASB 124 ReIatedPartyD:sdoswes ' o

* Noichange taiccounting poficy - - . ‘I JuIy_A-OG._

. deI:_Iia_rIge t0 accounting policy  1-Jan-06
- requifed. Therefore no impact

A!ns'trwhen D:sdosure and Presentahnn

AASB 1 F rst‘-rrme Adopr:on of A)FRS antd No change to ac'I:ounﬁng policy 1-Jan-06
+ AASB 139 Financial Instruments: Recognmon required. Therefore no impact.
"~ and Measuremenr

- ASSB 3 Busm°35 Combinations " Nochange to accounting policy  1-Jan-06
in . required. Therefore no impact.

.AAS§ 132 Fmancra'l rnsm}nienrs Preserttotion  No change to accounting poficy  1- Jan-07
required. However there will :

be changes to the the level of

disclosures required in respect of

financial instruinents.

20061 1 Jan05 1-ly05

. Currency-Rates.

1



il Apphcatmndate “Application
: uf standard ~¢qte to Group

Nature of change to.
ac:oum:ing policy....."

. “Afficted Standard {sj

Ng-r_fs:tanriar_d AASB7 Finariciaf istrumenits: Disclostrés - No change to accounting poircy T-Jén;O} ;-f; 1-hly 07
) R S required. However there wil LT T

- be changes ta the the level of !

disclosures required in respectof

financial instriments,

:UI_'G : UG Determmrng whether anAn'angement No change to accounting pohqv 1 - Jan-06 T-July-06 -
o | gontains 3 leasé " - . requrred Therefore no |rnpact. C ’ o )
uG, UGS Rights to Interesrs in Decommrssronmg, No change to aceounting policy 1-lan06  -uly06

..required.'Therefore noimpact -

Res toranon and Emnmnmenra! Rehabrfrrarron

ontained within the revised tandard affect
es 1ot contnbute a defrned henefn scheme

{®

The consolidated
- Parent'Entity) as

subsidiaries toge

fas the powar to govern thie finarnc]
e voting rights. The' exlstence and &ff

¢ 'transactlons balances and um’eahsed ‘gains on transactions between Group compames are eliminated. ‘Uniéa |sed o
losses e’ also ehmmated unless the' transacnon prmndes evrdence of the |mparrment of the asset transferred Accountmg polrc:es of:

The' oarrylng amoun of certar ets and r‘abllrtles ate dften determmed based an estimates and assumplrons of future events The
. key estimates and assumptmns that have a significant risk of causing a materia? adJustment fo the canrying amoumts of certain assets
S and liabilities within the na(t annual reporting period are:

ﬁ) !mpafrment of expforatron and evaluation expenditure; and properry plant and equment .

The Group determines whether explcratlon and evaluation expendifure; and property, plant and equrpment are impaired at least | )
~on-an:annual basis. This requires an estimation.of the, recoverable amount of cash-generating units to which the exploration and
evaluatlorl expend’ fura; and proper:y, plant and equrpment are allocatéd,

9




--&:}*@5 aaﬁﬁ%&% %-"-zmm ial Statements

imency using the exchange rates grevailing at the dates of the
he. settlemem of such transactions: and from the translation atyear

’ Interest revenue from mvestm
rgcewable s thns repiresents t

_{MJ Database licence revej

income 'té (rate for each jUI'ISdICtlon ad|usted by dwanges in deferred tax assets and liabilities atiributahile to temporary differences
between the tax bases of assets and liabiities and their camying amounts in the financial statemients, and 't Gnused tax losses.




-amounts will be a‘uarlablral 1o urlhse thase lemporary drfferences and losses,

,':Deferred tax_ljabilities and’ assets are not recognised for temporary differences betwean th
Hivestments in controlled entities where the Parent Entity is able to control the timing of th
itis probahle that the differences will hot reverse Inthe foreseeable future.

, approach by reference to the
es applying under tax consolidation,

used to account for all acquisitio
r assets.are acquired.- “Cost is me
urred or assurhed 4 the date of éxchange plus casts directly : atmbutable to the acquisition. Where equity rnstruments
Qn acqulsitlon me value of the mstrumems :s zherr puhllshed niarket price as at 1he date of exchange Transaction cos!s

ed,and babrlmes and contmgent liahili
ion. date, irrespactive of the extent of an
are of the identifiable net assets acquired 5 recorded 3 goudwrll. If the cost of acqwsmon is less than the’
sets of the subsrdiary acquired, the differéhce Is tecogniséd directly in. the income Statement, but on!y aftera’
entmcatmn and measurement of the net assets acqurred

o
Assets that have an

. sublect 1o amorti
" amount may not §

definite useful lifé are not subjecf to amomsatu)n and ara tested an nually for mrparrment Assets that are
Y are reviewed for impaimment whenever evéhts or changes in circumstances Indicate thatthe carying
coverable. An rmparrment loss i is recogmsed for the amount by which the asset’s carrymg amouni exr,eeds its

invastments with ongm ‘matufities of threé months oF
subjict 1o an insignificéit risk of changesrn value, and
" Irabili mes on thé: Balance Sheet

1k overdraﬁs. Bank overdrafzs aré shown wrthm Borrovy

“(m) Tade and otherfecervahles

. Trade receivables ara recogmsed initialiy at fair value and subsequently measured at amomsed cost, less provrsmn for doubtful debts
Trade recelvables are: due for settlement no more than 30 days for other dehtora ]

! Pal;

re
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1

he c[as;iﬂcat:on depends on the pumsose for which the ivestments were
invesiments at initial Tecognition and re evaluates this designation at ea

date 6in which the Group commits.to purchase orsell theasset, . -
Financial assets are derecogn!sed when: the rights to recelve -

jed-as avallable for saIe are recognlsed in equny in theavallabie for sale reserve. When securmes
sold or nmpalred the accumuiated falr value adjustments are mcluded in 1he Income: Statementas

- instruments or other mstrurnents that are substantlally the same, drscounted cash ﬂow
ined to reflect the issuer’s specmc drumstances.

{ date wh ether there is ob;ectwe evidence that afi nancxal asset or group
untses classified as available fot sale, & sgmﬁca ntor prolanged dedme




Prnperty. plant and

:pmbable that future

1eliably. ﬁl! other repa
“incured”

" Property, plant and equ
.of an operating mine,
The cost of Improvemed
life of the impfovemen

::. 20 years .
10 yeérs
3-6 years
Zyears

sition of propertles that contain mmeral resoun:es are’ all
ised until the vxablllty of the area of interest 1sdetetm|ned

- least12 months after- the balance sheet, date
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the amount of horrowmg costs to be capltall
1 the entlty s ou!sfandmg bormwmgs during the year.

1 feave and accumulating sick leave expected to besettled -
ihies fn respect of emplayees” services up to the reparting date:
bilitie’s are settled. Liabilities for non accumulanng sick leaveare :

ense as they he'come payable. Prepaid g’ontributions are
- the future payments is available. -

lon, the vesting and performance aritéria, the | n'npact of dilution, the. ;
ite and expected price uolatﬂny of the underlymg share, the expected

Mme closure and restoratlon

Mlne closure and restoraticn costs inclide the costs of dlsmantl ing and dem olmon of mfras!rudure or decommrsswnmg, the removal,
. of fesidual material and; the remediation of disturbed aregs specific to the infrastnicture. Mine closure and restoration casts are
provnded for In the accounting period when the abligation arising from the refated disturbance occurs, whether this occurs during | the K
mipé development or durmg the production phase, based on the net present value of estimated fumre €osts.



i Ordlnalyshares are :iaSSIfled as qulty incré
- lequity as a deduction;net ¢ :
© - Torthe acqu_igmo_n of a business,

f new shares or options ate shuwn in
Eto the i issue of new shares { orop’anns, or

:'t and other f' nancmg costs associated with dilutive potem:al ordmary sh
d to have been |ssued for no consideration in relation to. dilutwe poten‘uai

55 to reflect the 'éppl
lpsses at 30 June 200

aphncal segments as the Group's risks and rates of retum are affev:ted
i¢-environiments m which it opefates. Secondary segmem Information is

iif &frica. The principal activity in these focations is the evaluation

' Resources
- The' resource segment incfudes

ership of 3 proprietary databasewnh -primary focus on uranium.

Fmam:lai Investments (:onsequeﬂtlal activity)

This segment consists m‘ investme

listed.comj hares and opt:ons ovér llsted Tl pany shares and in 2005 an unhsted
_corivertible note, :

The Company hias, shares and optlans in Deep Yellow Ltd a company listed on theAustrailan Stock Exchange, from the sale of non
core uranlum prapemes refer’ Note 10{0). .

(SR Paladin Resourees Lid 2008 Annuad




i f!he followmg 1abl

Australia .~ Namlbla' :
AS000. ... AS000.

s 1@

'\"ear Ended

':”;mherreve 3

Isegment révenite :f_ ‘ . 4105 RN

iss from. ordmary actlvlties before mcome 1ax expense., S ,(2 340} T

r mary activities after '
expen:elsegment result

G0 - (1,30)
63551 91585
w077 861G

80,540 -

(1419)

Q41 " IEA% - ¢
195,080 - I

95,0841

5155 7 L :f:

Co Aﬁsﬁualia Namibia - Mala\m - (onsollda‘ted
AU ASOOD DL ASWR . ASOR..’

965 o el .. 965
%5 ¢ - - o068
@ad) - (485) o410y

 {9,410)
45841 o
1325 |
2,060

{4,441) {4,145 -
43831 1,145
1,195 198

o Acquxsnums of non current Assets e o 1,105 343

Cash ﬂow mformatlon . .
Net cash foutflow) from op E‘r_}Q activities ’ {1,258) (13)
' ' ' : 768 4,851}
" A1,131 A

-'Nun ash expenses
Deprecrat;on and amomsanon
Provisioti for doubffil
Bad debts written : G : :
Wit down of épvertible note 7 a4

w0 ) . 90 ..

17 i LT e

L . -
Pioin LTl gyl

Fto



rtalh assef inforiiiation regarding business se

" Resources. Finanicial
Investments _ Pre

. AS000
4,298

152,605

85,693

gé;'gpr;es ] F:nam:l;a!
L Investmenﬁ
ASD!IU:

2005




k:‘s’tm %‘E’E‘aa Consohi

EE PARENT ENTITY.
2005 -
85000,

e 0y

; g1 e
'notbmughnoaccountasfuture mcometaxbeneﬁts 1,176 - < > .
ey

“based payments i -
Srant of options t50ciété Genéra le Austraha Branch L
ite-down of convemble note- :
er expend"ture not allowable :

268 .

"~ (103) -

Capnal gainon, sale of Belmont Propeny . )
: :-Other income not assessable ] Co2n RN i
(348) (90) _{318)

- Specmc tax expendnure a!lowable

(1468) T 078 GBI
{98) C 7
T CIE TS 15 (261)'--, e
© 291,977 2205 3435

ported ifi the income statement S R o -

w1y



w consounmzn
zons )

D U{1,344)

Revaluat:ons of .

Recog ition ofr {1,325}
(165)
(107

6,080 '
AT s
- 5875 .. .88
.. (5,975) (8.829)

7,028

asset has: been recognised

|bia unused tax losses for which no deferred
asset has been recogmsed

lawi unused ‘cax losses: for whi;h no deferred

10,556 B,22

| 1,588 53

sed tax Iosses for whlch no deferred

has beenrecogmsed o 19172 17464 - 75350 © 8404

~ 6,543 5766 . 2260 - 2,521

ni addmon 0 Malawi unust
at 30 June 2006 (2005 A$1

Ay thie Consolldated Entity:derives future assessable income of a nature and of an amount suff cient to enable the benefit from the
dedumons for the losses to be realised; . .

(i[) the Consolidated Entm/ ¢continues to comply with the conditions for deductlh‘hty |mposed by tax législation; and
(il no changes in tax Ieglslatlon adverse!y affect the Consolidated Entity in realising the banefit from the deductlons for the losses. e

{e) - Tax Consol:dation I.eglslatlon

olly owned Austrahan cumro]le' B ‘mes fiave deqded to implement the tax consohdatmn legislation as -
an Taxation Offica-has been notifi of this decmon The accounnng polscy on |mplementa! fon'of the -

: . The‘Company an
:of1 July. 2093, Tht istr;
-giéteg|slatwn tsset oufn Not




. Revenue '
Expenses’

Asat -
30June - 24June-”
2006 . . 3005 -
mno ﬂ‘im‘

and :ash equivéléﬁts
-and-other receivables
perty. plant and equlpment

tal assets o

CONSOUDATED |

2006 2005 -
A3000. ASORO..

1,200

. Iritélﬁéraxeipense :

“".Gain on sale aftef related Income tax expe

Fa0



ND/CASHEQUIVALENTS -

Cish at bark and in hand T s 24
Bank bl - _ S 98T - 3885 (21,98
t-Term deposit’ ¢ - : © T 32836 i 6. 522 T g0

59778 . 39489 . 22,677 39000

h at bank eams :nterest at floating rates based on daily bank deposit: rates
'rt Tarm deposns are made for varymg penods of between one day and three months, depend' ng on the lmmedta‘le cash

¥ Iigvesimentﬁ' .
ote :

e:(change differences

optiofis expensed 3,009

inges in asséls and fisbilities . ) o
Decrease!(mcrease) in trade and other receivables. . 0T 362
“Increase in trade and-other payabies e T s
: Incieast in provisionis 4

(Deuease)lmn‘ease in botraivings © -

{799}
126

Nt cash from operat (1,281}

). - D:sclosure of ﬁnancmg facilities
' Referto Note 16.




: Current ;
i dee ‘receivables - (k. -
" iLess prowsmﬂ fcr d 'tfui debts

) ‘=Net trade recelvab!e

teyizjiymenfs:;?
ST and VAT (b}

Total current recewables

e

f,:'Trade recewab!es are non—mlerest beari rlng and are generally on 30-90 day tenms,
- ¥sithen there is objective evidencethat a trade réceivable is impaired. An. alfowan
: xecogmsed ag.an expense for. the current year for specific debitors for which such

(k ) fGST andVAT debtor primarily arises from the Langer Heinrich Uranium PrOJECt in
- .and coltateral is' not normally obtamed

. 'Sundry debtarsgeneralty atise frgim. transactions outside the usual operanng actm
- Campany interest is not: normally d1arged and collateral i is not riommallj obtamect

Coda3n g

e mup, the Company charges interest only on the loan to Palad‘ in Flnance Py
Piy)itzd). The interest rate payable is the standard commercial lending rate'of. National

B plus 2%). in the year ending 30 June 2006 the average rate charged was 11

revenue earned Is set out in Note S(a)

@ A During theygarenc_le
* - Ltd. These amounts!

fr-fully provided for in previous per:ods

A



E tonsoLmAr'En TEET paARENT ENTIY
006 D005 - 72006 2005 .
SO Aspnn A5 ASI00._ .

B Rt R '
- - (1593) (1,535)

“oo. o o 47587 26

7703 " 2,430 2,050 -

COUNTRY OF
INCDRFOHATIGN INVESTMEH‘I

Australia ..
Australia

: Lﬁkemhburg ‘
* Namibia
Namibia-

49,180
{1,593}

47,587




CONSOUDATED " ...’
006 2005
ASO00._... ASIR

-

AWO

753 -
" (480)

173

. 294
{14)

280

262
(262)

s s

A.‘wq

s )
- {6) - :
18 Lo

Total land andbufldmgs

Consl:uctlon wark in progress - 184 -

Tofal non current property, plant and:efuipment o 80442 - 1098 456 ©390.

F2u



St and equipment qﬁt]j’e:hegihhing and én&

it helow: -

. Databases.  Land and.  Leaseh id: Cnnstrudlon
- "' Building Improvements Workin

R _— - . Progress

e AR BEO. .. ASOOD. Ase00..
" Consolidated 2006 | &E LT SN o

.. Carryirig amount at start of y 1008 - 273 T 164 197 - 280 184
" < Additions . 79,567 255 . 8 - 300 274

; fDepreaatlonaﬁdamortlsatlonexpense‘ {223) 82y . {61} - - (9 vy -
Depreclatlon capltallsed ‘ ' :

. 80442 . 486 - 111 - 188

" Parent. Entit} 2006 '.: e -
' _ECarryrng amount atstan ofyear 390 <. 17 - e 2
-, Additiens %1 147 Lo oo

. "Deprecmtwn and amomsatio xpense S(95) . - (35)
T a8 0 229

iyinig amount at end of year .‘

dated 2005

s 248 26

. 979 298
_ (o0} "= {17 -
Deprematlun capitalrsed oy . G4 -

- Carrymg amounit at-end ofyear e 1,008 0 '_ : 273

Patent Entity - 2005
. Carrying amnunt at start of year

: Desert 180km twest omedhuek, the pnat of Narnibia; -and 80 kulomelres east oi the malor seaport of Walvis Bay. The Iscence was
. granted on 26 July 2005 fora 25 year term expiring-cn 35 Augisit 2030. Rights conferred by the licence include the right to mine and
sall base and rare metals and nuclear fuel groups of minérals and to carry on prospectmg operaﬂons The project was purd1a§ed from

I Namlhlan entity, Langer Hem?lch Ulamum Pry) ed.

' Kayqlekera Uraniam Pro;ett (Maiaw;) Paladin 100%

T Project ¢pnsists of one exclusive prospecting Jicence — EPL 070 covering 15,700 hectares in noiihiéri -
rth of inongwe, the capital-of Malawi, and 40 kilometres wast of the provindial town of Karenga oh the
‘conférred by the licent? Include the exclusivé Fight to carry on prospecting operztions for uranium and
mm was granted on 26 Jafiuary 1998 and the licence was renewed on 25 July 2005 for-a further two years
025 1uly 2007 The Consoltdated Entity quued its mterest m the Kayelekera Uramum Project in February 1988 when it entered

g




198%for & 21- -year term renewable for a fur"theij term o terms of 21: “years. nghts conferred by thet
excluive right 1o,  éxplare and mine mifneral bjectto enwronmeﬂtal and other appmvals The inte

- the wholiy owned entny. Paiadm Energy Mm
. Oobaguoma Yranium Pm]ect (Austr
‘The Oabagooma Uramum Prole:t (ons:sts of

qtions. The Ccnsolldated Entity purdﬁased
£ fma: payment of AS?SB 000 is payable

ated with AFMEX) until the date t!iai ihey are granted - :
gh the wholly cwngd entity, ‘Paladin Energy Minerals NL.

, these are not considered.nja'téﬁal':'and;asja resultno ¢
in the consolidated schedulespﬂinfd_mjé;lon'

d expects to make in the future, éxpenditures 1o mmply
regﬂatury d':anges cannot be determined. i

al properties-as at 30 June 2006:

: Acquisitioﬁ Expenditure: Carrying'va.lue
LT R——— 1 ASIOD..
15 . 0 1558, _ 1574
5,785 S . - 5,785 -
1157 . - 157

ina Uranium Project s :' R b - .
Pidjects B CoeT C N - ::5 o -
- Balance 30 June 2006 e ' R AT

The following table summarises the Consolidated Entity's interest in minaral properties a5

. tarryiny:ilaluefé

Aéquisiuon
Langer Hemrldi Uranium FrOJect 15
ayelekera Uramum Prolecl o mnm -
3 1157 . -
. 18 .- 174
. Other Projedts: - ) _ -
" Balarice 30 June 2005 - , 1517 169 1686 -

Tab



ing table dersils the Cor
far the-year ended 30 f

der  Kayeldkera
;. Reinkich.  Project

Project
e ASN0....

Projert iexploration and gfgglual'ion exp'en:di_iu re
received T

T3




iyear éhded 30 dune 2005

: Total
oiects' Pro;ects
LI ——

!.'a:qiger Kayelekera “Manﬁéggee :
Heinrich Project Project,
AR000 AS000:, A$004

45 171° 1,157 1,517

G
A9 .
.5'6 <
872
- 258 .
85
48
2,820
. 135
.38
85
388 -
o 298
7 12 - 5282
Mm sy . (5113)

THER PAYABLES ]
. CONSOLIDATED

2006 005
ASH0 A$000......

T 2008
D00, ASEDN...

11,059 1,088 524
15 15 67

11 074 y 1,103 591

“Non Current;
Lease mcennv : B 41’ ) -
Unsecured loans fraim wholly owned Group T T KR

Total non- curyent payables LM . :

The unsecured Joans fro wholfy owned Group are .i:nterest free and have no fixed terms of repayment.




] _pre.sents the database licence revenue recenved fmm Deep Yellow Lid for the use: of the Frome Basm database
fora perlod of 6 years, . . . ST

I'ARENT.ENTITY
2006 e

2 negative p!edge which |mposed certaln -
tandard yield plus 3% At 30 June 2005

: Eaaluy bears interest at the Londsn Interbank Offered Rate {LIBOR) plus 3.5% up to and mdudm
ict, and the | inte rest cost reduces 0 L!BOR plus 2.5% after practlcal complellon No requlrementf

Anngal B
LU pATH UG f

- 3-61 Paiadin Bosources Ligl
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: LOANS AND sonnowmes (cantmued)

mg ﬁnan cmg faa!llm had been negotnated and were avatlable )
" CONSOLIDATED PARI 1)
2006 2005 .. 20060 U 2005 G -

Asmp ASODD......... asann : ASOOQ. . -

. Unsecuredbank foans o o S . S.:f' - 2000 . - e 2,000
o 97,246 - ;
97,246

. Ser.ured banl: loans

74,005
74,005 -

l:as security for current 4

36,862 -
3,543, -
soans | i

72T T S
1574 Lt - :

E§ Total non curfem asse

bledged as securlty : ' 81,203 S #

: Total asets piedged as security ‘ . B "121,638 o _ S ‘




PROVISIONS™ . -

. "-'.?Employee beneﬁts {Nme 4)

1Y Current

3531
3,585
CONSOUDATED

jon 10 the Langer Hemrrch urarium plant operatlons for thi costs of dlsmamlmg o
) 1 matenal and the remedxatlon of dzsturbed areas speaflc :

‘ Number' .anShares
2006 .. 2005

454, 235 713 400,885,713

Effectivet July 1998 the Corpcratlons {eglslatlon in place abolushed the concepts’ of authorised capital and par value sh res.
ordingly, thé Farent does riot have authorlsed capital nor par value in respect of its issued shares, . :

y.

p_ald ofdinary shares carry one iote per share and-carry the right to dmdendg

T3




" 'Nhr:n_h _oi Shares

S Ian . 333685713

" August 2004 Options conversigs ' : - 4,260,000

.:August2004‘~ * . Options conversions . 3,800,000

ISeptemberZOM " Placement. . . 47,500,000 .

' December2004 . Options convarsions . _' 4700 000 R} - 705. g"
" Options conversions ' S, OGOQOG R ) 550
o Options conversions o 1000 000 s 70 220
" Placement - . " : " 36,000,000 aps " 37,800
Transferfrom reservas i T o : )

400,885,713

7 hily2005 ¢ K ions 150,000
.. August 2005 0] i 350,000
0 ) r : 550,000

4,350,000

© 2,750,000

© 750,000

* 35,000,000

100,000

© . 7,600,000

7 2,250,000

305
454,235,713 e s

T3



Unhsted,omsons : Do : .
" Exe |sable at1.2 cenls onorbeforea‘l Decemher 2004 E

. 42000000
- .. 14,200;000)

bove were exerctsed in August 2004 ralsmg ASSO 400 |n conlnbuted
the titne of exercisé ‘The shares: had amarket velue of A$651 000. -

ble. at 13 cents, on or hefore 30 Movember 2005 o

Exemsed dunng year

Balance at. 30 June )

The optlons above were exerclsed in August 2@0 1 raisnng A$49 400t contributed eq ulty and at: the ume of e)ceri

market value of A5570 008+ .
(i} Exercrsable 5 cents on-o be‘fnre 30 Sep:emher 2007
Balénce atl July .

Granted dufing year
Exefcised durmg year

Balance atso June

arcisable at 15 cenits, on. ot before 30 November 2004 (granted 20 June 2002}
No vesting requirements]

- Balance at 1 July :
" Exercised during year o

Balance at 30dume .

e options ahéive were exerclsed In December 2004 raising A$705, 000 in contributed equity and at the time of exeteise the shares
ad a market value of A$2,279,500,

T St -4
y Sesources vd 2008 Annusl Be 2507l




:?t: otes T

i" .Xfu b=,

"h& i“@ma;séamd E‘:;*’semiai %i@iﬁ@ﬂeﬁﬁ;g :

‘-Uninste@ffOptlons:

ectors Employees and Co ultanis (contmued)

: Exerqsab[e at22 cents, on orbefore 26 May 2006 (granted 28 May 2004 10 30 June 2904)
vesting requirements) . . S

. Balance at 1 huly e . T y o 11,000,000
e Exerased duringvear ) : (11,000,000}

3,000,000 3,000,000
3,000,000 -

thlons above were exercised ralsmg AS?Z 0,0
'1 0.1 92,500. )

© 8,050,000

8,050,000 .

: Balance at 1 July
N __G|_'anted dufing year

Bafance at 30 June 10,250,000

Exeréi;able at $1.25, on
. HBalance at 1 July
" Granted during year

' Balance at 30 June

Exerasabfe at 51 30, on or before 15 July 2008 .
(granted 15 july Z005)* o

aiance at1 July : i : ) -
ratited during year. ) S . . . 250,000

fl.apseddurmgyear .. A - (s0,0000 .-
Balance at aolune v 200,000 .

* Veston posutwe outcome for Langer Helnich Uranium Project Bankab!e Feasnb:l'w Study together with completion of accepta ble
pmJect fundifg. Vesting conditions were met by 30 June 2006, . R

FiL



Number of Options:
2906 2005..°

2850000 .0 - - i
28500007 .

Refer. to Note 26 for further detanls of the shaye opnon plan. .

Avadabie—f sale reserve AR o
This reservé:records’ the fair value changes on the ava|lable for sale financial assets as set out in Note 10(b)

T35




on the Consehﬂated BalanCe Sheels. mher than
for doubtful debts or non- recovery The Group trades -

qud:ty risk . =
rpupsob]gctwe_ss

ad fio sxgmﬁcant monetary forelgn cusrency dssets and’
'and Umted States dolfar bank loans held for the purposes -

sfinancial instruments récognised

Thefair values of intesast beanng loans and borrowmgs have been calcuiated by discounting the & e jected ftjii;ré_éash flows at -

prevalrng |nzerest ratés.

Fib



': cAnmfmc AMOUNT/FAIR VALUE -

22,677
“151

44,231 4650 .
42,587 . - 426
- 2,850: R

Weighted -
Average |
Effective .
Interest
rate

" 59,778

5.6% -

5.6%

- 19334 9.1%

. - 22677 59%-
. - 43519 11.6%
T - . B619  97%

interest rate

FATE DO LN ¢ g
'F 5% ralacin Bes




ar ended 30 June 2005 * - © <t year

. Asuonwmnw.;m;mi; LASIg_ASoO0 %

* I CONSOLIDATED
RANCIAL ASSETS
fiedrate -

Convertible fotes

 Weidhted average effecth
- v interest fate. - 7

'i:.le.ANClAL LIABILITIES -

. Floating rate -
" Unsécured bank foans 533 - - . .
g Weiéﬁted averaée:eﬁecﬁve‘ A .

mterestrate R ,8.9% - - - -

. Itterést on fnanciah |nstrument§ classaﬂed ‘25 floating rate is repraced ‘at intervals of less than one year. Interest on fifancial :
mstrumen-ts classified asfixed rate. unt if maturity of instrument. The other financial instruments of the Group and Parent Entity thaf
- are not |nciuded:|n-the -above tables areron-interest baaring and are therefore nat subject to. |nterest raterisk.




NOTE 21. DIRECTOR AND E CUTIVE DISCLOSURES
fa ) ‘Détails of Key Manayement: Petsonnél
0 Dlrettors :

L Chalrman (Non-'ex
- Managiig Directos
. Director {Non-execiitive)
Director (Non- executwe
. Director {Non- exe;utm

" Executive General Man
Company Secretary

Chief Financial Officer -
- General Manager - Lange
- Exective.General Manage

Mr Gan Haihday
" Ms Gillian Sivaby -
v Mr Ron Chamberlam

r|ch Operanons

peraticns and.De\(b{ibhment

ales.and Contract Admmustratm appmmed 0 101!06
rector gt Marketing -~ commenced a5 Key Management Personnel on 01/01/06
ecutw ene:a] Manager New Busmess Develcpment appolnted 01/07/06 -

cousoumr_m# ook
 PARENTENTITY: - *

provudmg remuneranon
Standard AASB 124 Relate;

j Grantedas.' - Net.
Reimuner- . Options Change

Ao, ... Exercised. ... Qther

(3,000,000}
(3,500,000)

. "2 3,000,000
. (2500000 - - 2,750,000

© Ms _Gji];lian Swahy

© 13,250,000 3,250,000
3750000 3,750,000

3,000,000 3,000,000

2,750,000 2,750,000

“Mi Ron Chamberlain 80 <+ = 1,000000 1,000,000 800,000
" Mr Wyatt Buck L 1,000,000 1,000,000 -
: Mr James Eqgins 350000 1,000,000 1,000,000 350,000 650,000
“.-"Mr Dustin Garrow : X 400,600 1,000,000 ° .1,000000 400,000 600,000
. MrDavIdMarsh - 1.000,000. - 1,000,000, 1,000000 - e 4 1,000,000
1 ' 2, ssu uoo 3,450,000 750,000 ; 000 77,750,000 14,300,000

“3450 00,

: rJames Eggins commenced a3 Key Managemem Fersonnel -on°1 Janua
e ahoue table has been reflected in the et dwange other’ co!umn

39

as such the required dlsclosure at this dafe in




Balance at
endof .
peno:l

j'MrmckCrahb ,000,000.°. 3:250,000 ;. (i 6250000 6,250,000 3,000,000
}'Mr.lohn:Borshoff ,000,000 - {1,500 - - 3,250,000 7,250,000 - 3,500,000

Dr Legn Pretorius - 3,000,000 ", _ .- {e250,000) .0 - Jone -

" Executives T T _ .
' MrGametHafliday  : e ) -l - 3000000 3,000000 - 3,000,000
~Ms Gillian Swahy 0.000."- 2, 0 ) o - 5250000 5,250,000 .2,500,000. 2,750,000:
M Roi Chamberiain . L BOOOOTTE oo 80000 8OO0 . - 800000.

22, 5'5’9 6'00 12,000,000

on 12 Aprrl 2005 and as such is no !onger lequlred to be rflsdosed in the above table an
ge other columin...: -

ement Personnel {Consohda’ted and Parent Ermty)

:;’Balance Granted as dn Exetcise - Net Change . Baly
Mul05. mngmummmmus._m_mm m.......so L

6464746 __'é,boa.qpe.  s00,000) 856474
14,591,394 . T3500000. 7 - 718,091,394,
ST om0 16000,

B Mréa'riietfHama'ay-; o CoLT - L. 125000 .- 125000
" Ms Gillian Swakiy .. : © $,600,000 . A 2,500,000 1,116,140 10,216,140 :
: 4 : - 25000 25,000 -

9,000,000 783,140 37438280

Grantedas On Exemse " Net Change " Balance

13001306
8,550,000

5,595,515 1,200,000 {195515)  6,600,000"
32 701,655 iU 3700000 (87455150 27,656,140

net change other mlumn

r Leon retorI!Js reslgned from the Board on 12April 2005 and assuch is no Iong 3
aid th act'has beeﬂ reﬂecled in the net change other cofumn, :

Fuo



paldipayahle (balance outstand'mg at 30 Jue 2006°and mdudefd n trade creditors A$Nl'
n Borshoff is ] directorand shareholden

. Fees pasd in: the normaf course.of busmess in 2606 ‘for geologlcal and consultmg sérvices totangASNlA {2001
paidipayable (balance outstanding:at 30 June.2006 and mduded in rade: credl‘tors A$NIA (2005 ASNIL) to 3
D Leon Pretonus i a director and shareholder -

© - Fees paid Tn the normal course of business i |n 2006 for fegal services total!mg ASNIA (2005; A$24, 689) were paidlpayahle {balance
“:éutstanding at 36 Juné 2006 and inclided in trads creditors ASNJA {2005: A$ NIL) 1o a firm in which Mr Michael Blakiston is a
‘partner. Mr Michae! Blakiston was an Alternate Director for M! Rick Wayne Crabb up unti! 20 December 2004 and as such ceases to
be a Key Management Personnel from this: date A ;

- Fees paid In the normal course qf business in 2006 for company secretarzal semces totalhng A$153 000, (2005: AS 7/

,000) were paldl

' urrent IJabertfés .
Trade and other payab!es

Expenses
Othier expenses-

IDATED .- -
2005 -
o,
66500 . 82,000
11547, - 11,183
104547 66500  9818%; 09.
33,565 21343
138112.  938m
- 13516 ;
=T ak09s ST TR0
- .. 2836 co e 285
- 30841 - - 20,435

- . Other noi-aisdit services

i Paladin Res




PARENTENTITY '
2006 2005 -
Asom wwwwww P —

R N
130050 e e

3075 : -

e commstmems relatmg o tenement: ease: remals and, the: mihimum EXpendltuIe requ.nremems of the Namibia, Mal i,
atte‘ichmg 10 the tenements and are suh;ect to re—negot!atlon upon

. CONSOLIDATED
2006, 2005
ASIO. o S, ...

Total mine construcﬂon

. " These. commltmems relate 1o min
T (c) Operatmg Lease' COmml '

F mng terms of hetween 1 and 4 years. All ieases mc[ude 3 clause % enable upward rewsno
nual basis accordmg to prevailing market conditions. :

‘PARENT ENTITY

.- 2006 2005
; A$W0 e SO0
. _ Cosy 1000
ter than o oneyear but not Iaterthan‘Syears o ' o 53 .. osn
MorethanSyears o . : —_— ST -
Total operatlng iea;g commitment . : : 725 685 - 686 - 61 '

"A$75D, 0067s payablé-by the Consolidated Entity within 10 business days of the later of the gran of thé tenements or the exercise of *
githerthe call or pux opt:m The thlons will expire 3 months after the date the tenements are grantéd; -

. e re-negotiated’ acqulsmon terms prowde fora payment o‘fA$750 000 by the
Dject development: approuals are further obtamed : .

In relation 1o the Manyingee Uraium Proje
Consolidated Entity to the vendq[s whe_n al

T -



e) Bank'Guarantees

sissued to contractors in- .
005:A$60,000) current bank

" 2005

2006 ° 2006
' UL —— N

‘_ "Provrsron for Annuak Leave and Long Servica leave -
' Aggregate empIOyment beneﬁt habrlrty

.30 5

. Emplayee um ers

Number.
31

Number.

plansin accordance with-the requlrement of Occupational Supe anniation
a def‘ ned percentage of each employee s salary Emplnyee comnbutions are i

y ntr-:rest o the Ioans advanced by the Campany (Note S(a)). and
drwdends by the Company (Ncrte S{b}) -

one year
-Options are granted und
"becomes exercisable afte !
and performance.conditions have been met, There are nb cash-sett!ement altemay
ngIdend o votmg rights.

Ives Options granted under the plan r:arry no

:The expense recogmsed in the ificome statement'm relatron to share-based paymems is disclosed in Note '5(c)

U3




i’%s}%@' "5 ;

FORTHE

2006
Nﬂ-

33,600,000 . 19,700,000
4,665,000 . 19,600,000 " .
{50,000) T

:j(14,oou,000) 1

24 215,000
20 225,000

Number under. -
8,050,000 F
- A$1.25 1,300,000 ;
AS1.00 . 71010,256,000 -
RSB0 -0 1 200,000

", ‘Excicise price.

©A$1.00

13 Janiuary 07 AS280 U 300,000

"13 January 08 A$2.80 - 850,000 1 &

R A$280 * . - T600,000
AS2.80° " 700,000
AS2.80 . 500,000 =
A$S50. 782500 .
A$5.50 - 782500 !
E 24,215,000 *

ents since the year'end. DL

ndmg asat 30 June 2006k between 1 and 3 years

3 into accolint the terms and condnions upon whmh the opt’ ons were granted .
g table fists the |npu15 iothe model used for thie years ended 30 June 2005 and 30 June 2006

Nil%
100%-112%

_ S $1.50-$5.50
Wei_ghted, age : share price at grant date (S) W S $1.36-54.88 .
theoptions is based on histo rlcal data andis not ner.essanly indicative of axercnse pattarns that may ocmr The

" A%, 52-A$053 '

expected volatility
the actual outcome featis granted were incorporated irito the mieasurement of falr value.

grant date using the Cox, Ross and Rubinstein Binomial Tree o’pﬁon
on:which the instruments were granted. The services received are




NOTE 2 INTERESTS IN JOlNI VENTURES
(a) Kayeleker?l}ra uum,ect Malawr )

E agreemem in dealmg.\m!h the 4,350,000 shares in the’ Company

cousoulwm
2006 ©. 2005

ASOON._........ ASOR

: 'i;ldn curent assets.
. ﬂtﬁer - mineral'li:ropehies

ffect the operations of the Consolldated Entnty. the :
ubsequent years with me ext.epl‘lm of the foilowmg,

T

il outstandmg The directors ofVthaIIa have
e absence of a superior-offer. On 24 July 2006
d Investment Comm:ssmn The proposed

3 year explry On 20 July 2006, the Company announceé lhe
ey ployee optlons and the grantlngof A00; 000 unhsted |nCentwe

CONSOLIDATED PARENT.ENTITY
06.;. 2005 2006 . 2005
o SO B,k ASOOR. -

' !ssue of shates to acqlifre remammg 10% joint
entire mIerest in the Kayelekera Uranium Project

Valae of Deep Yellow shares and options acquired
from the sale of, exploraﬂon properties

Optlcns granted 10 Société Générale: Australia

" Branch.on establishment of Ioanfacrhty o LT . e
] ValueafDeepYeIIow skiares and optlons acqmred IR K . - : .
* " frgim grant of licarice over the Frome Basin database o7 1458 o . -

[ i1 -
BN S iﬁ :\“!?‘; ;1y i { s?h«{




ted Financial Statements

Bastc earnmgs per share are calculated. by dxwdmg the prof it almbutable 1o equity hoiders of the Company by the welghted average
: number of erdinary shiares uutstandmg dunng the penud

. Dllutedeammgs per share

e;mmgs per shate adjusts the figures used in the determmatlon of basic earnings per share to take into account. the i 8
fax effect of mterest and other financing costs assoc;ated wrth dilutive potentlal ordmary shares and the wmghted average

CONSDUDATED

2006
Asono
o4BEl . @53)
. N 'IZS
(486 . 649

gmmng on nrafter :

> In preparing these
 date of transition- taAIFRS
ption of AIFRS:

adjustmems made by the Group in restatmg its AGAAP bala 1July 2004 and its
ancial statements for the yearended 30 June 2 p - ¥

-« AASBZ: Share based Payment has not beest apphed 10 any equny instruments that were granted onor befor T
November 2002

There are no material differences between the cash flow statement presented under A!FRS and the cash flow statement present d -
und prewous AGAAP. .

b



Cirigntassets
“Casland cash equivalents
Tragé and other recelyables

Property, plant and equipment

m
o33l

1320

130 -

o riﬁijted‘équity .
seves
:Atcumulated losses

9410

24265

o
< (15,029)

719

28 drem)

TOTAL EQUITY: -

o

Ui 90

(2,298) 7,112




”ﬂ&ataf ‘3@}?;9

zING POI.ICY (contmued .
iyAccepted Accountmg Pri nclples (AGAAP) to: Equrty under

E Pravmus Effectof . Acconntmg L
. X AGAAP ' -tramsition. . ‘policy - ANRS-
. Eaneuuum : Asgn: BSO0D.. . ASODR.........ASORO
ASSETS R
‘Current asséts : -
"~ Cash and cash equivalents:
- “Trdde and other recel fables

A -'tFProperty plant and equrpment

4518" - . A58

YOTAL.CURRENT-LIABILITES -

EQUITY
Contnbuted eqwty .
‘ _‘Reserves '
. Accumulated Iosse

TOTAL £QUITY:

7817

. (18970) {545), + " (3298)
9,465 T gassy - 3467




Effect of - .
transition” -

Asnon. -

L Aocountmg

policy

ASSETS
Current asséts

39,439

A%

| 39489

1,098
9,001

gy

- 1568 - - " 568 -
" 40,057 - - e AesT

10979

51,036 °

R .IntereSt bearing loans and. borrowmgs ; '

A
© o5

" “Provisions 5

'_;,TOTAI. CURRENTLIABIUTES = e ' 1,325
mTAL LIABILITES - S

1,325

49,711 -

oni:rfbﬁted equity
“Reserves
Accumulated losses

5232
{3,554}

{7313} -

TOTAL EQUITY 437m

1720

{7.315}




" Effectof. - ‘.'fAc_c'pumhg hoeuit
-transition . policy AIFRS. - .
- AA00D.. . AS000. AS000

Cash and cash equwalents

.. Trade and other recelvables ) -
Property plant and equlpment -

CTOTAL CURRENT ASSETS seam

10783
. 488

'rrem lTabrITﬁes
ind other payables
beanng loans and borrowings

. TGTAL CURRENT LIABIUTES

’ .'Non currentllabnlmes il
Trade and otherpa ahles. :

2 'rom. NON curms

334
1523 ..

334
1523 v .
290107 - A0 C (7315 43415 -

"NET ASSETS
“EQUITY : A
* Contributed equity: 3 S Q o - 65992 -. -
'Reserves T . R 1Y 3512 B 3,686 -
Accumulated lossés il, il - {17,114) (1,834) © - (7.315) (26,263)
TomLEQUTY D agon 170 (315 43475

F50



MRS
ASon0
12

210
(3.009)
1354)
: <{5113)

s
(894)
(3.629)

cdti\iertible note
Intércompany loan ~

epreciaﬂon and amortisation B2) -
i loyee] benefuts expense 1 {482} ':_ . : (as2)" -
: s (1,216) ..
£/0SS BEFORE INCOME TAX - @140 (289 . (5010 (8.446) -
- Income tax axpense’ - - o T
4Loss from contlnumg operanons {1,289) {5,017} - (8.448) |
Promfrom discontiribed operation - - -
LOSS ATTRIBUTABEETO . : S
PALADIN RESOU CES lTD +7{1,289) {5,017) (8,446) .:

din Resctirces 11d

T




o

'mmﬁésﬁaw‘:sﬁ: %s@w ial miem@mg

le transactwn ralhef than  through cantmued use.- The assét wull be
sts to sefl. -

there has been an increase in avallable for sale i nanc:al assets of A$1,720,000, (chpany not applicable) and 2
g increase in reserves, . _

. At1luly2 04
There is.no effect on the Group and Company. .

C-AE30 June 2005 and for the Yejir Ended 30 June 2005

<+'In March 20051 000 000 shares weigissued in reratlon ta the exercise of tnlisfed:
* inrelation ta:this for the Group and:€ompany there has been an inarease in can' buted equity o
decrease i in resérves.” ) .

exercxse pn:e of AS0.
: 00 anda correspondlng

L3P



safe of tenemet ts

0 dlscovery

) change in accountlng pollcy as a result ofAIFRS, asAASB 6 Emloratlm for and Evaluation of Mmeral
e prevuous and the new accoummg policies of the Group :

operat;ons an$5 042,202; and ather ;ncomeof A$24,425 relatmg 1o the sale ¢
hle) and a decrease in exploratuan and evaluauon expendlture asset ofAS7 315,40

_untary change of qsplcrauon.q evafuatlon expendimre ‘accounting policy an ;
net tangible asset backing afhoﬂf-‘ intercompany tegeivables and iritercompany ir

R At 30 June 2005 and for fh,: Year Ended 30 June 2005
Asa consequenceof the voluntary change in accountlng pohcy, the Cc

Cof reducing the wme down ofli.mercompany recewables by AS1 720,000 (and as stich accumulated losses d
b amount) D ) .

2005 Annuesl Rep

T3




ormance Ior the year ended on that date; and
plymg w1th Accounting Standards and Corporation Regulatlons 2001 and

Th Eleclaratmn has been made after recennng the dedarations reqmred to be made to the Directors in accordance with sectnons
295 0f the Corporatnons Act 2001 for ﬁnanual penod ending 3% June 2006, :

_l'fo'fiﬂieBoard -

5S4



i notes to the financial stagements, and the dlrectors declaration for Paladm Resources Ltd. (the company) and: the consolldated Sniity; for the
year ended 30 June2006: The consofidated: eintity compﬂses both'the company and the entities it contrnlled during that year. . . -
 The: :company has dlsdosed information about the remuneration of key mariagement personnel (“remuneration disclosures™), as requnred by
" Accountmg Standard 124 Retated PartyDrsclosures, under the heading “Remuneration Report on pages 42t 49 of the directors’ repeﬂ, as

 samet terms it had been- gmn 1 Ihe dlrectors at the date this audit report was sugned

Audlt oplmon

In our; opmlcn o i
1. “ihe hnanaal report Paladm Resources Ltd isin accordance wuth
(@. 1. : R

Y givingatue and Fir videof the financial positlun of Paladm Resources Ltd and the consolidated enmy at 30 June 2006 and of
, their performance for £¢ year ended on that date; and :

" (i) complymg with Accdjinting Standaids in Australia and the Corporations Regu]atlons 2001 and

{b)  othér mandatory financial feporting requi remems ‘in Australia.
2. .the remunetatlon d‘ sclostres that are contained on pages 42 to 49 of 1he directors” report comply with Accountmg Stan

Ernst & Young

29 Augusl 2006

Fst




006 and the results of its operatwns a
pnnop!es .. L

_iléncouuer{ Camda
“-Ernst & Young LLP

S Char:ered Accoum

August 29 2006 : :

¥5b

its present fairly, in aﬂ matenal respem. thef mancial position of the company 3
ash flows for the year then ended m accordance with Australlan generally acc




F ST

; 104 éﬁayeﬁo!dér_s ho_lé fess th

., Halder..

AMr Rick Wayni
’ 'CEDE &CO.

“UBS Nominees Pty,Ltd__ "

The twenty largést sharehold

odlan Nornmees bmnted
Ti) Nommees Austraha L:mlted
i blommees timited )

rabb & Mrs Carol Jean Crabb

Queensland 1nvestment Comporatio
Mr James U Elanchard Ii C/- Jefferson Financial Inc
HSBC Custody Nominees (Austra )L:m:ted .

John Borshoff

E Mr Zaccana Ross; & Mrs Thelma S5)

Neaprotec Pty Litvited
ociete Generale

136,971 ,068

28,938,990

| TIBESE. . A
© 61980507 -

| 2771378

48,566,500

27,034,710
26,977,900
25044768
15,976,237
13.012,159
9,411,655

5117294
3,356,683

2,572,862
1,605,157
1,601,000
1,600,000
%,530,966 - -

1,481,640

- Voting rights

For all shares, votifig 1

he vote per member on a show of hands and ane vote per share

oy Bosaugrces L

§ YO 1] ssemd Do oapd
4 2066 Annua Report




L
FEL(A)

TRRIOENE ..o ISR ... SV PEKEDRE OPRIAYAL. .o
' e . 20% Quasar Resources Pty Ltd . Quasar ResourcesPtylft{ s
TR . 5% . Quasar Resources Pty Ld Quasar Resousces Py Lid
R ‘ ' ‘Red Metallimited . Red-Metal Limited”  :

JERisinger S

:: Jenement. RPN PREIOGNS... ... Operatet

TEL . .. 90% Absolut Resources Corporation  Paladin Resources Lid: :©
TR T 15% " Perilya timited . Perilya Limited:
T Signature Resources NL -

£ " Exploratib Licence (Australia)
EPL Exclusive-Prospecting Licence (Africa): .
“ML - Mining Lease (Australia) . - - -
ML) . Mining Licence (Africa)

(A) . i;:Pending Application .. - -

" Tenerhent Types -

F 5%
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inancial Report

F

[Ty
[@]
o
~
Q
f
=3
-
o
m
o
c
[Y)
S
o
(7]
-~
[<]]
£
=l
£
€]
b

59



NTERESTS IN JOINT VENTURES ..
EVENTS SUBSEQUENT TO BALA .

” AUSTRALIAN'GAAP TO CANADIAN GAAP REPORTING ...

#-(;0",



g-costs

n.ang amortisation

= (58g).

(3,305):

8Ty

2.140)

B

@,940).~ -

N
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. 10,183
. -488
T24b U -390

10,979 11,061

51,036 .

10,730, - 50,533

591
- 65"
533

T 1,489

| 334

' 1.523:,‘;" S

. as,010

N 65,950 - -
wiaza T 178 478
- (16:413) (15,029) 17.118)

DIN RESOURCES (¥

ie above Staterients of Financial Position sh

i be read in canjunction with the éi:ccémpanying notes,

49,711 9AT0 49,010




PARENT ENTITY:
2005 2004
CA$000 - - . A30Q

(1.665)
414

76

ating activities: {1.281) (3.175)

ctivities oo .
nd & @45 (“9) (396) -
Gas) T
Y (111
o

1,200
(203}
100 .

{5.000)

. 40,800
1575

(0 -
25007 -

--Repafymef}t of borrorings

low from:finanding:activities’

* Met Increase in cash held

ggn‘hlné’ of the finantial yaar

of the financial year -

tements-of Cash Flows should be read in conjunction with the accompanying notes.

: :mns ANNUALR




PALADIN RESOURCES LID

unich Berlin, Stuttgart ahd Frankfurt Stov:k Exchanges nn Europe
egistered office is Grand Central, First Floor_ 26 Railway Road;

eritify is obtained durmg a financial yedr. ,
ent of Fmanaal Perfqzmance from the date on whichito mences: Where control of an éntity:
: ear durmg whlch cuntrol exlsted_ . The

tlon Ieglslatlon as of 1 July 2003. Asa consequence  the Company, as the head enmy in the tax
ted gioup, recognises current and deferred tax amounts relatlng to transactions, events ‘and balances of'
y-owned Austratian controlled entities in this group as |f those transactrons avents and'ba]ances were

Iances Amoums receivable or payable under an accounting tax shanng agreement with 1
¢ dated- entitles are recognised separately as tax-related amounts receivable or payable. “Expenses and
revenues ansmg under the tax sharing agreement are recognised as a component of income tax .
xpense/(revenue) .

oresgn Currency Translanon

'lrans!atE to 'rallan currenc

tes of exchange current at that date. Resultmg exchange dlfferences
are _ggcognlsed determinirig )

ofit and loss for the year




. Thé_ acfti;/itig
- - assets, {iabi

'monetary assets and; habllmes are translated using’ ‘ates of exé
nt exthange dlf‘fefences are recorded as. revenue or expi

2005 ANNUAL REPORT . -

Investmen'ts
Interests In I:sted sec

e bmught to account at cost a idend or interest
'I 'Performance when recejvable.

provusnon for non-recovery is ralsed wﬁen some doubt 25 o collect

Investments in controlied entities are brought to account at cost




Flnan(:lal Report
nded 30 June 2005

:}_'and are as follbws
-'Bunldmgs iw ty years .

cried forward when incurred if the Directors 'consider that the
h- the successtuil development of the area, or where activities t
able assessment regardmg exlstence of economlcally recoverabl 1

rlv

A “hablhttes for goods and services prowded to the Cons
arg! unpmd The @mounts are unsecured a

- PALADIN. RESOURCES

) Employee Benefns
. Provision'is made for em :
reportmg date. Employes; ‘benefit expenses and revenues ansmg in respect: of wages and salar:es anf
snck Ieave. iong servrce leave, non monetary benefuts and other benefits are recognised against proﬂ

. date and are measured-at their nominal amounts:based on remuneration” rates which are expected to be
pald ‘when the llabllrtles are, settled : - : .




iii) - Empioyee Bensf
Employee behafi ing payroll tax, are recogmsed and included in employee ben
'a'rid costs when the »?ts to: whldtu they re%ate are recogmsed as I|ablhtaes.

crltena 1he impact of dllutlon. the.non tradable nature of the op’
e and expected price volatl lity of the underiymg share, the expected
for. the term of the optlon .

, short 1erm deposlts, and bank b|Iis re stated at nominal value For the purposes of
eadxly convertlhle to cash: ort hand and which are

i)
Bas;c earnlngs per share i
company. excludmg any
. ord1 na ry shares. outstan

)

] iding net profit after income tax. attnbutable,to‘membe
of serwcrng eqmty other than dl\ndends. by the wenghted average num/

0 R

the nearest doll !ar




PALADIN RESOURCES LD

N otes to the Fmancml Report
for the year ended 30 June 20055 - .

ch’ has ‘a matunty date of 20 Novernber
turity. The Company Has madefull N

ele"cbmmunicatizéngs tower located in
24 June 2005 - refer Note 6.

Dlscontlnumg Operations: - Consolidated” | -

Property
A$000 .
1, 393
2 ? ) 1 393-».'
' Profrt!(loss) From Ordmary ac R
tax expense 1 ;3

50,311,

‘1,322 -

6.431

o Exploratson costs Wri L 72

©bY




<. 30 June 2004

. Proﬂtl(loss) from ordm

Year Ended‘:

Resdurces

- AS000

. Financia)
investrmerits

A$000 ) "

Dnscomnrii.lmg
Operations Properly
ASOOG N

Other revenue -

413 .

69 -

. Total segment wvenue

" 4137

169

-activities before income
> expense :::.5. : L
Income tax expense

M3

58

Pnofltl(loss) from ord
tax expenselsegm 3

413

58

) 'Total‘a;ssetslse' menta

[ nt Iiabllmes

Depreciation and amortisation

(1:362) (22)
az8a1: - ,095 51,036 - ol
1,995 130 S 1,328 : -2
1,268 ... o[-
ried
and amortasatlon 109 -
doub‘cfuf debts. 17.
5.
894:;
72.°
785
785
Profit from;grdinary activities Ez’:eﬁf‘ore income tax expense 190
Income tax:expe i ) RN A -
e Prbf‘t frdm ordin ‘Bxpense/segment result 130 -
 Towal assetsfsegment assé 's 8,987 1,743
segment fiabilities ' 1,300 20
Al:qulsmons of non current assets 111 ' 558
. Non cash expenses: ' . . .
92 - 74

Namibia and Malawi




PAR ENT EN'IT[Y

’ 'jPropértg rental
Proceeds on sale of la

B
=
=i
oy

LR
v
x|

Ea_:(-firpta_tibn'costs written off-

. Othef" ‘hargeé agéinit' assets:
Provuston for. non-recovery of
* “intergompany loan
' nent: ini xontrolied entzty
nent in-convertible note .
| debts fo non related.parties




: CONSOLIDATED .
,_2005 CE 2008
- BAS000 i AL00

reconclled as folloiws:
Opérating profitifioss) before income tax

Prima facie tax ya’ble on prefntl{ioss) from ordinary
.. activities before; m(ome tax at 30% (2004 30%)
.- - economic entity” -
- - parententity ' :
~ other members of the i income tax consohda’uon group
"ot of mtercompany transactlons N

“Tax fosses *
Cap}{agl _Iq,s:sje_s

e assessable income
osses to be realised; -

I" ,rnentatnon ‘of the Ieg:slatnon is set outin Note 1{e). The im pact on the income tax expense for the year
di Iesad in the, tax reconciliation above. : S . L

2005 AN




naneial Report

“Notes to the

000 sub;ect to due

- CONSOLIDATED -
2005 - 2004
~as000 A$000

% of assets of

d iabilities as at 24'Jyne 2005 and 30 June 2004

ash outﬂow from othec flnancmg actmtles

ricrease m cash generated hy the commercial mises 428

as follows:

s of the sale of the commercnal premises

h conslderatnon received 1,200
ing amount of net assets sold ; . {1,095)
Gain on sale before reiated incometax ¢ e . 105

Incometaxexpense SR S - '
' 05 L e

'and the year ended 30 June 2004 :
Cents ;ems

' ings per share for discontinued operations = - 0.04 0.02




CONSOLIDAT’ED'
2004

Cashat bank and-
Bank bils- (a)
Term’ deposnt

Total cash

(a) The bank blils are bearmg mterest

¢l RRENT RECEIVABLES

usual operating actwmes “of the. G
not normally obtained.

property Cn 24 June 2005 the sale of 'the property was flnahsed for A$1 200 000 and as a -
ty plant and eq uipment exists as at 30. Jup

presents mterest ‘at s% per annum on the A$800 000 convertible note effective from 22 November 200
1 March 2005 the Company ceased to-accrue interest’ on. the convertible note and made full. provnslon for
mterest recewable at this date; refer Note 11(c). ..

T3




PALADIN-RESOURCES.LTD

o 4981 1961
- IaT) L (1a09) |

ST ::';488 552

{uxembourg

Namibis

* Namibig ~

100

C 1961 -
- (1473)-

Iahd and buddnng in the form of an office and apartment with a fair value of. A$202,548 which equat
cash cons:deration pald No goodwul has arlsen on acquisition of this entny..




CONSOLIDATED
2005 2

i PAR&NT ENTATY -
. A$000

Yellow Ltd {Deep Yeilow) as a ".

ecovery of the convertible note and interest receiva
nolognes Piy- Ltd entermg into Deeds of Company

old 8, 000,000 fully paid ordi nary -

2005 ANNUAL REPO:




 PALADIN RESOURCES LTD .-.°

. CONSOLIDA?ED
: . 2004

) éxpense (Note 4)
. Deprecrat:on cap:talrsed

- end of year

. Carrying amount at star

éprecuatlon and’ amortlsatlon

e

. (90) ) e (59

6

Carrying amount at

187

Parent Entity = 2005 -

Additions - 'y
Depreciation and amortisation . i
expense (Note 4) (32) (18) . - - (18} ..
Carrymg amount at end - ]

: oot 1390 -

of year




Uranium NL (now ‘Aztec Mining [td} in August

™ expiring en 15 August 2005. Rights conferréd

ining operations, carry'on prospecting -
osal. In April 2005 the Consohdated Entity

ts mtere;t in the Kayelekéra :
. mto a joint venture w;th Bal Resources Piy-Ltd, an unllsted

of Perth, the State Capn
e tawnshlp of: Ons!ow on the North West coast. The cé dated Entity purchased i
.in 1998’ from Afmeco Mining and Exploration Pty Ltd ("AFMEX") @ subﬂdlary company

Uramum Prolect (Austraina} Paladm 100%

apphcatnons for exp!oratlon llcences covering 45, 300 hectares in: the‘

00 kilometres north-north-east of Perth, the State Capital,
by, The four applicatlons for exploranon ||cences are 04/14 .
overly

‘w;thhzum'j
-Minerals NL

schedules of informat

and as a.result no fur i ! lineral property tenement information has been mcluded in the consohdated‘

ﬁI#ORT_

F¥r




Notes to:the Fmancm_l Report
fcr the year ended 30 June 2005

| PF&bPéﬁR‘nE_s (c'onfinued)

ubjéct to varig
se laws and regufatnons are contmually changing and g:
iade, and expects to make in the. future, expenditir
of future Iegnslatwe or regulatory: changes ca nnot

) onsol:dated Entltys expl
: mng the protectnon of the

Acqursmon : 2 Expendnure )
© A$000 o Asooo

a5 - . 5,03.1‘
- . 1,603

Expendnure
- AL000

Carrymgvalue
AS000 . . -

768

"PALADIN RE




y- area of lmerest for the-y ear ended 3

Opbagooma

table de’talls the consohdated expen ' tures (parent entuty pendltures SNﬂ} on mterests in mmeral

Other

Kaydekera
. Z;‘: Heinri¢h Praject Project Pro;ects
A$000 A$000 - AY000




erty payments

128 3815
_ PARENT ENTITY
2005 2004

| CURRENT PAYABLES

Trade creditors:and accruals
Lease mcentwe

ASD00

' : _Total currentp ables

'.-CURRENT OVISIONS

ts.(the 26) .




- CONSOUDATED - ..~  PARENTENTITY.
05 ' o004 2

16. CURRENT !NTEREST BEARiNG L!ABILIT!ES

' -Bank loans - secured ta ..

‘Bank foans - unsecured (b

llllnot provide any entity or others
| not, dnspose of an interest m  any of




F manual Repor:

NUMBER OF SHARES

Ordinary. shares fufly p 400 885713  333.685.713

" NUMBER OF SHARES

- August 2003 -

: September 2003 I

lssue in lieudt fees
- Plagement Y

© 265585713

4,000,000 .
10,000,000 .

':bpttons converslons
. Placement
- ‘Less Ttansact:on costs arising on

: Issue Price :_»: . L
A3000-- 1 -

L 2e
RS T
.7 LS
S15¢ o
55¢ .

ptioris convetsions
ptsons converssons

A$1.05.

re issues

JRCES LTD .




NUMBER OF OFTIONS

: :Ba[a e at‘) July
Issuiet durlng year
Exercnsed during yea

Balance at 30 June

The opuons werg exer
and at the time of exé

E;cgrcnsab!e at1.2 cerits,

“in February 2004 raising AS49 500 in contnbuted equity
"the shares had a market vaiue of A5400 500.

r before 31 December 2004

:Balance at1 July
‘ssued durmg year

stablishment of a A$2,000,660.°
d in Decémber 2004 raising
arket.value of A$4,850,000.

on work for the Company The maximum term of the
nts and exercise price of the optioris determined by the Directors at the
o fully paid ordmary shares of the Company on a one for one bast

,nf otherw{sé éppéove éhareholders Optlons are granted at no cost-under the p}an and carrjr
ng rlghts ) .

diyidend or

o Directors, employees and consuhants dlrectly engaged

005 ANNUAL REPORT ©




PALADIN R

'.:;(x)

" {granted 30 Novernber 2004) 5
{Vest on pasitive outcome for:Laing Hemnch Uranium Pro;ect bankab!e
ehon of acceptable pro;ect funding).”

4,700,000 .
{4,700,000)

05,000 in contributed equny
f A$2,279,500

. 12,000,000,

1 é;q 00,000

000,000

0 November 2007 N

3,000,000, - - 3,000,000

feasnbchty study together with

8,050,000

8,050,000

* 15,250,000

éaiancé;;at 30 June

110,250,000

Eﬁercisable at 5'1 25,

study together with

Balance'at T July
Issugd during year

i or before 30 Novémber 2007 (granted 30 November 2004)
e for Langer Heinrich Uranium Project bankable feasibility
pletion of acceptable project funding)

“

1,306,000

-1,300,000

BaLé: ce.:qt 30-June




Number of Optmns

sted Optlons e =
xerclsable at 10 nts, on or before 21 January 2004

older of ordinary shares present at a mét
share is entttled to one vote

(a): No movem 1'forthe years end_ =l:

),

~ {15,029)

2140). °
(15.029) (7114 o

' (1,384)
" (16,413)

4,425 - . 9,465
151

42,695 . 4,334
49,713 - . 9410

s o




< PALADIN RESOURCES LTD

bank loans and non-interest bearing financnal '
arrying amount, net of any provision for
res exceeds carrying amoun,t and the ng

|ht¢es is based upen market prlces where :
current mterest rates for assets and I|ab1l|tle$

have been va!ued by referelj ] o market prlces

rvg Dlsclosures by Dlsclosmg Entmes These_ :
port.section of the Directors’ Report under Details'o

Net Change. . . Balance -

"1 Jly 2004 30 Jutie 2005

5,464,746 "7 1,000,000 | 6464746
13,091,394 ‘ 1,500,000 ... 14,591,394 -

‘Dr Leon Prétorius @ . {8,550,000)

‘M Cliff Davis.® -

Mr g;;}:met_ Halliday ] . : - : : Gy
Gillian Swaby . 5,565,515 . 1,004,485 6,600,000

© MrRon Chamberlam -

43 . Mr M|chae! Blakiston® ] appowtment s Alternate Director cessed on 20 December 2004.

© Dr-leon Pretofius resigried from the Board on 12 Apnl 2005 and as such is no tonger required to be disclosed in the sbove able. f
reflected in the nat'chinge, colunin. © :

@ M c!;f-foav‘ res-gned from the anrd on 31 May 2005

8




Options- - :Options . . . Balan
Granted: - -Exercised : 30 June:

¥ July 2004

" Vested and
. exercisable at

. Mr Rjgk Crabb .. . LTk
A ) S - {1,000,000) -::
. -0 - 2,256,00
N - 750,000
3,250,000 - . - 3,250,000

) .30 June 2005

. _::2'250,0602.-"

750,000

3,250,000 {1,000,000) 6, 250 ooo'

000,000 -

,-(1'500'000)

2,500,000
1,000:000

7,250,000

2,250,008
.. 750,000 .
© 3,250,000 - .

3,500,000

© 2,250,000

750,000.

* '6:250,000. " -

3,000,00

" Options Options - Balance
" Grafited Exercised *  30.June 2005

1,200,000-
2,000,000
500,000 - - ) :
. 2750000 S 2,750,000

2,000,000
500,000

3,700,000 - 2.750,000  (1,200,000) - 5.250,000

2,500,000

s - 500,000 oo 500,000
- 300,000 s 390,009

- 800,000 . . 800,000

<% 7" Unlisted arid exercisable.3t A$0.15 on or before 30 November 2004
le at A$0.22 on or before 26 May 2006
le at A$0.32 on or before 26 May 2006
wree Uplisted; and exerciiable at.A48300 on or bafore 30 November 2007
anvas Unlnsted d:exerosabla 5 on or before 30 vaember 2007

2005 ANNUAL REPOR
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PALADIN ‘RESOU

CONSOUDATED
2005 . 2004
ASOOOA N A$000

. accordance with the reléivant mining legislation in Namlbta. Malaw: and Australia.

Co37923 .
- 29,610 - 14,650

-'.5,538

20,188 - . 67,533

he financial f_e";_;gn I

by hot recogmsed ag

FARENT ENTITY~ :
2005. . 2004
A$000 A$DOO

o “These mclude [
" ‘the Namibian,

These are necessary in order to maintain the tenemcnts in wh:ch the Consolidated Enmy and other partit
involved. Al parties are 'commnted 1o meet the conditions under which the tenements were granted in:




‘ _Wh y. Qwned Gmup

L e

\ SOUDATED

PAﬁENT ENTITY :
2005 2004

a(b) Operatmg Leases

Agquisition C st : -
- The Consolldated Entity acqulred a call option on 18 June 1998 |n»rg[atnon to the purchase of the Oobagooma :
Uramum Pro;ect and, m turn granted a put.option to the Orlglv holder of the Proyect Bath the call and put!

23

E'LATED PARTIES

1re:l.ors and: Specified Executives . :
SUres re!atmg 10 Dnectors and Spegfred Executwes are set out in the Dlrectors‘ Report under the secnon entntled
neratlon Report and in Note 23. : - .

The: whouy owned group consists of the’ Company and its- wholly owned control!ed entities set out in Note 11(a). :
. Transactions beti gen the Company and other entities in 1he wholly owned group during the. years ended 3¢ June - -
"+ 2005 and 2004 consisted of: .

¢ dval ed by the Company (Note 10);’

v} . dva = ed 1o the Company (Note 17); and
{0 . thep yrnent of interest on the loans to Langer Hemnch Uranium (Pty) Ltd {(Note 10{a))

. Controlle '_,'ntmes .
" The uhtmate paren‘t entlty in the wholly owned group is Pa!adm Resaurces Ltd.




er 'the foliowmg classifications:
CONSOLIDATED
- 2005 . 2004
© A$00D .- AS000

end of the %inar‘léia.l"yt.aai' :'any
of the D,lrectors of the Company; to

Durmg the Mlnlng Llcence approval procéss a signlflcant _
i cjudmg nego’natlons wnth mnstructnon engmeers water and

'Project, MaIaW| Purchase 10% |nterest

PALADIN RESOURCES LTD




mibian dollars) (A$998, 279) ban
Héinrich Uranium (Pty) Ltd, wholly 0
ility established with Soclété Générale Austra d
| a current approxrmate avallabie facility for draw dow 1S of

CONSOLIDATED N PARENT ENTEIY
2005 . - 2 2N 005 2004,
A$B00° LAS000 T - A$0D

" (2,140)

i
157
(1,281) (99)

T ACTIVITIES

2005 ANNUAL REPOR’

.Bfanch- on'estabhshrnént of laa

{b)- Unused: 10an Facilities ST :
%7 ©On 30 September 2004 a A$2; Joan. facility was established with SOCIéte Genérale Aust!alla Brarith to
. assist, wrth funding the bankable feasibi ity study of the Lander Heinrich Uranium Projéct. At 30 June 2005
-A$500; OOQ pluscapitalised interest has béen drawn down in relatron ta this facility = refer Note 16{b).




~ Notes to the
 for the year ended 3

ARE i
ed Profit/{Loss) Per Share'

. 32, EARNINGS P

{a)’ '_ Basic and {

We:ghted average num bex of ordinary shares on issue dunng
the year uséd as the denomlnator in calculating basic
earmngs per share -

1 ing policies are available, mcludmg e]ectnve ¢
First-time- Adoprt:on of Australlan Equivalents to lnternatlona

of thé changés' as-at the date of prepar
may d:ffer from the estxmates disclor

PALADIN -RESOURCES LTD .

ereof bemg sssued by the standard setters and IFRIC and
pllcatton of AIFRS and Urgent lssues Group




st témeri’@_s of Finar'l:'i.al_l’é:rférmanc‘e for the yea

S CONSGLIDATED -
NOTES:

v

1,165

.. Othér ingome T ifiviv

‘Borrowing costs : I 412)

! i “{109)
Provision for doubtf oo
Exﬁib ition cost:sé-wnt n oﬁ_,- ;.A . (72)

: ! : - a9

(894) .

fid #rid buildings seid
£ tépements sold

(412
(7).

2)
(4,705)

(894)

354).
62

BRI )
 (gsay. (8

(32 7

@140y

Lo (13ma)
E(,010)

(1.010)

(1.010).

{1.010)

(:2,394) :

(5.363)

Cerits -

(0.38)’

3,150) (2,269)

NNUAL Rg_vrjﬁm :




ates to the manual R ] ‘ort

PAR

EXISTNG  EFRECTQF  AIFRS
- GARPT T CHANGE .
| A$000 A%000 .. A$000

o Current ssets
Cash .
Recelva bles

-~ 33,489 39,000
1806 2374 . 472

41,863 . 39,472

~ Total cu ent assets

10,183 :
488 ..

1720 (2430 -
- 1268

. - 8001

: 1,220 12,699 A ‘

51,036, ° 3526 54,562 50,533 1,806 52,339

g - 11'961' )

S 727 ) _:
e
533 -

" 523

1,335 . .

o .
: = - 49,711 3,526 1,806 50,816
W . K o e
(e - Contributed equity 65,950 - < = 65950
= " 'Reseryes’ . ©o178 SE T 7.040 : 5320 :
;Accumulated Iosses (1 6 413) (3514) (19,927) (17 114) (3,514)

52 53 237 49 010-

49 711 6 M 806

r AASB 2 Share—based Payment from 1 Juiy 2064 the Consoludated Entity and Company are requlred to
nise’ an experise for those oftions that were issued 1o employees under the cOmpany Employne Share
tive:Option Plan after 7 November 2002 ‘Hut that had not vested by 1 January 2005,

T will result in a change to the current accounting policy under whnch no expense |s recogmsed for
equl y—based payment transactlons to:employees. LT ..

if the policy required by AASB 2, had been applied during the year ended 30 June 2005 optnons to the value
of: A$5 320,055 would have been:recognised as an increase in the Consolidatgd Eritity and Company share-

baséd payment reserve as at 30-Jiine’ 2005. This valuation has been determined uging:the Cox, Ross an
Rubinstein Binomial Tree Model.. A corresponding: i increase of A$3,514,096 would occur to accumulated . |
sses at 30 June 2005 to reflect the current:year expense portion (A$2,969,096) of the issued options and
hé-transition date 1 July 2004 adjustme \$545,000) of the issued options. In addition, as'a
"vestmg:condmons of the optlons issued ployees at 30 June 2005 A$1,805,959 would rema) 'defer ‘ed

paﬁnent reserve

T



‘ F}nanc:al mstruments . : : S . &3
The Comolldated En't'ztyAa' d ve opted to apply-. AASB 132 Fmancna} lnstruments.- s

non current assst wi ilthe -
ugh a sale transactlon ra‘the

ough contmued ause The asset will’ be measur
sell. . e §

. Under AASB 5 Nog cutrent Assets Held for Sale‘and Dis
. ciassified as held for sale isno longer required to be d

change to the current accountmg pohaes under wh:ch t measured at the iower of carrying value :

,p to date of sale..

i the pohcy requnred by AASB 5 haégbeen Bpphed during f
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-Birectors” Declaration

i the Directors’ op mon

plying with Accoun‘tmg Standards, the Corporatlons Regulatuons 2001 and other ma ndatory professuonal
rtmg requurements “and . .

i of thelr performance as represented by the results of the;r operations and their cash flows, fot
: ended on that date; and .

tion has been made after recewmg ‘the declaratrons by the chief executwe off:cer and chief finan
¥y section 295A of the Corporations Act 2001 for the f'nanclal period ending 30 June 2005

fon is made n: accordance wath 3 resolution of 'the Dlrectors

Mr John Borshoff L
Managmg Dlrector

Perth, Western Austraha.‘ L
1, September 2005 e
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rt and direnors responsnbmty S . . .
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g notes to.the fimandal statements; .arid-the directors’ declaratjan, for Paladin rces Limited (the

nsolidated ent:ty, for the yéar ended 30 June 2005. The consol jated entity compnses both the
13 controrled durlng that year,

ny are responsuble for.preparing a financial report and the addltlona
on B included in the directors’ report designated as audlted ('the adi
f the ﬁnancnai posmon and performance of the: company and the con:

isclosures in the *!
nal-disclosures’ ) ‘that
idated entity, and that’

" pfofesswnal Judgement, selective testlhg,
;hqr than concluswe,eyudence Therefore

our audit opinion
Angg ona tes’( basis,

rocedures dld.'not include consideration of ;udgement of the
strateg|es ‘addpted by the dnrectors and management of the

undertake the services
our rndependence

esignated'as audited of

: rations Act 2001 including:

g a true and fa:r \new of the financial pom @)nsqlidated entity at 30

) complying with Accounting Standards in Australla and the Corporations Act Regulatnons'ZDO‘l and
her tnandatory financial reporting requirements in Australia.

RudoifiBrunovs, Partner =~ o The Ernst & Young Building
Perth, 1 September 2805 -~ o 11 Mounts Bay Road

- s Perth WA 6000
Australia
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PALADIN RESOURCES LTD AND CONTROLLED ENTITIES
INTERIM CONSOLIDATED INCOME STATEMENTS
UNAUDITED — PREPARED BY MANAGEMENT
EXPRESSED IN AUSTRALIAN DOLLARS

Three Months Ended
36 September
2006 2005

A$000 Asooa
REVENUE {Note 3(2)) 619 571
Ciher income {Note 3(b)) - 647
Share based payments expense {1,635) (1,522}
Interest expense - (12
Exploration and evaluation expenditure (Note 4) {1,109) (650}
Foreign exchange loss {1,258) -
Depraciation and amortisation (686) (40)
Employee benelits expense (406) (225)
Gperating lease expense {50) (51)
Gther expenses {1,252) {690)
LOSS BEFORE INCOME TAX {5,157) (1,972)
Income tax expense - -
LOSS ATTRIBUTABLE TO MEMBERS OF
PALADIN RESOURCES LIMTED {5,1457) (1,672)

Cents Cents
Lass per share — basie and diluted {1.00) (0.49)

The above Interim Consolidated Income Siatements should be read in conjunction with the
accompanying notes.
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PALADIN RESOURCES LTD AND CONTROLLED ENTITIES
INTERIM CONSOLIDATED BALANCE SHEETS
UNAUDITED — PREPARED BY MANAGEMENT

EXPRESSED IN AUSTRALIAN DOLLARS

30 September 30 June
2006 2008
unaudited audited
A$000 AS000
ASSETS
Current assets
Cash and cash eguivalents 43,465 59,778
Trade and other receivables 5,325 3,695
TOTAL CURRENT ASSETS 48,7960 63473
Non current assels
COther financial assets 8,011 7,703
Praperty, plant and equipment 115,498 80,442
Exploration and sevaluation expenditure (Note 4) 200,358 8.89C
TOTAL NON CURRENT ASSETS 323,867 96,835
TOTAL ASSETS 372,657 160,308
LIABILITIES
Current liabilities
Trade and other payables 11,231 11.074
Unearned revenue 242 242
Provisions 411 328
TOTAL CURRENT LIABILITIES 11,884 11.644
Non current liabilittes
Trade and ofher payables 37 41
Unearned revenue 918 o79
Interest bearing loans and borrowings 35,860 19,334
Provisions 3,424 3,585
TOTAL NON CURRENT LIABILITIES 44,239 23,838
TOTAL LIABILITIES 56,123 35,583
NET ASSETS 316,534 124,725
EQUITY
Contributed equity (Note 5(a)) 343,805 148,182
Reserves 12,854 11,311
Accumulated losses {39,825) {34.,768)
TOTAL EQUITY ' 316,534 124,725

The above interim Consolidaisd Balance Sheets should be read in conjunction with the accompanying
notes.
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PALADIN RESOURCES LTD AND CONTROLLED ENTITIES
INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

UNAUDITED — PREPARED BY MANAGEMENT

EXPRESSED IN AUSTRALIAN DOLLARS

Confributed Accumulated
Equity Resorves Losses  Total
A$000 AJ000 AS000  ASDOD
At 1 July 2005 65,992 5408 (27,282) 44116
Change in Lair value of avallable for
sale financial assets - 5,882 - 5,882
{Loss) for the quarter - - {1.972) {1.972)
Recognised value of unlisted employee
options that have vested - 1.622 - 1,622
Exersise of unlisted employss
options {Note 5(b)) 44 {44) - -
Contributions of equity, net of transaction
costs [Note 5(b)) 5.838 . - 5,838
At 30 September 2005 21874 12,766 [26.254) 55386
At 1 July 2006 148,182 11,311 {34,768} 124,725
Changes in fair valus of available for saie
financial assets - 308 - 308
{loss) for the quarter - - (5,157) {5.157)
Recognised value of unlisted empiloyee opfions
that have vested - 1.635 - 1,635
Exercise of uniisted smplovee
options {Note 5(b}) 400 (400) - -
Contributions of equity, net of ransactions
costs {Note 5{b)} 195023 - - 195023
At 30 September 2006 343608 12854 (30.925) 316534

The above Interim Consolidated Statements of Changes in Equity should be read in conjunction with

the accompanying notes.
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PALADIN RESOURCES LTD AND CONTROLLED ENTITIES
INTERIM CONSOLIDATED CASH FLLOW STATEMENTS
UNAUDITED — PREPARED BY MANAGEMENT

EXPRESSED IN AUSTRALIAN DOLLARS

CASH FLOWS FROM OPERATING
ACTIVITIES

Payments to suppliers and employees
interest received

DOther receipts

NET CASH (OUTFLOW) FROM
OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING

ACTIVITIES

Exploration and evaluation expenditure

Payments for property, plant and equipment

Payments for controlled entities net of cash scquired {Note 4(a)}

NET CASH (OUTFLOW) FROM
INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING
ACTIVITIES

Procaeds from exercise of share options
Equity fundraising costs

Project finance facility esfablishment costs
Proceeds from borrowings

NET CASH INFLOW/{OQUTFLOW)
FROM FINANCING ACTIVITIES

NET (DECREASE)
IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at the beginning of the
finangcial period

Effects of exchange rate changes on cash
and cash equivalenis

CASH AND CASH EQUIVALENTS AT
THE END OF THE FINANCIAL PERIOD

Three Months Ended
30 September

2006 2005
A$000 A$00G
(1,265) (862)
487 739

6 4

{(772) (119}
{1,805) {1,528)
{38,702) (2,666)
4,262 -
{36,245) (4,184}
1,734 231
- (5}
- (709}
20,312 -
22,048 {483)
{14,971} {4,786)
59,778 35,489
(1,342} 206
43,465 34,909

The above Interim Consolidated Cash Flow Statements should be read in conjunction with the

accarnpanying notes.
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PALADIN RESOURCES LTD AND CONTROLLED ENTITIES
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS (FIRST QUARTER) ENDED 30 SEPTEMBER 2006
UNAUDITED — PREPARED BY MANAGEMENT
EXPRESSED IN AUSTRALIAN DOLLARS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This general purpose financial report for the three months ended 30 September 2006 has been
prepared In accordance with Accounting Standard AASB 134 Interim Financial Reporting
{Australian equivalents fo Intemafional Financial Reporting Standards - AIFRS, and the
Corporations Act 2001.

In addition to these Australian reguiremenis further information has been included in the Interim
Consolidated Financial Statemeants for the three months ended 30 September 2008 in order to
comply with applicable Canadian securities law, as the Company is listed on the Toronto Stock
Exchange.

This interim financial report does not include alt the notes of the type normally included in an
annual financial report. Accordingly, this report is 1o he read in conjunction with the Annual Report
for the year ended 30 June 2006 and any public announcements made by Paladin Resources Ltd
during the interim reporting pericd in accordance with the continuous disclosure requirements of
the Corporations Act 2001.

The accounting policies adoptad are consistent with thase of the previous financial year.
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PALADIN RESOURCES LTD AND CONTROLLED ENTITIES

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS (FIRST QUARTER) ENDED 30 SEPTEMBER 2006
UNAUDITED — PREPARED BY MANAGEMENT

EXPRESSED IN AUSTRALIAN DOLLARS

NOTE 2. SEGMENT INFORMATION

The Group's primary segment reporting format is geographical segments as the Group’s risks and
rates of return are affected predominately by differences in the particular geonomic environments

in which it operates.

Gsographical segments - primary reporting

The Company operates in Australia, Namibia and Malawi. The principal activity in these locations

is the evaluafion and development of uranium projects.

The following fables present revenue, experditure and certain assel information regarding
geographical segments for the thres months ended 30 September 2006 and 30 September 2005.

Three Months Endsd Australia Narnibia Malawl Consofidated
30 September 2006 A$000 A3S000 AS000 A$000
Giher revenue 506 112 1 619
Total segment revenue 506 142 1 619
Loss from ordinary activities

before income tax expense {3,526) (612) {(1,019) (5,157}
Income tax expense - - - -
Loss from ordinary activities

after incoms tax expense/ |3,8286) (612) {1,019} {5157)
segment result

Total assetsisegment assets 227,352 139,174 6,131 372,657
Segment liabilities a4 934 10,842 647 56,123
Acquisitions of non current

assets 191,255 35,464 76 226,789
Cash flow information

Net cash inflow/{outfiow) from

operating activities (873) 102 {1 (772)
Net cash infiow/{outflow) from

investing activilies 4,052 (38,991) {1,308} (36,245)
Not cash infiow from

financing activities 22,046 - - 22,046
Non cash expenses:

Depreciation and amortisation 43 12 11 66



PALADIN RESOURCES LTD AND CONTROLLED ENTITIES
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS (FIRST QUARTER) ENDED 30 SEPTEMBER 2006
UNAUDITED — PREPARED BY MANAGEMENT
EXPRESSED IN AUSTRALIAN DOLLARS

NOTE 2. SEGMENT INFORMATION (continued)

Goographical segments - primary reporting (continued)

Three Months Ended Australia Namibia Malawi Consolidated
30 September 2005 A%000 A3000 AS$000 AS000
Other revenue 569 2 - 571
Total sagment revenue 563 2 - 571
Loss from ordinary activities

before income tax axpense (1,403} 11 (580) (1.972)

Income tax expense - - - -

Loss from ordinary activities
after income tax axpensel

segment resulf {1,403) 14 (580) {1,972}
Total assets/sagment assets 46,698 8,075 5,230 681,003
Segment liabilties 2.742 2,738 137 5,618
Acquisitions of non current

Assets 54 6,786 5,636 12,476

Cash flow information
Net cash (outfiow} from

opstating activities {110} {5) (4) {(119)
Net cash (outflow) from

investing activiffes (11} {3,726} (447} (4,184)
Net cash (outflow) from

financing activities {483) - - (483)
Non cash expenses:

Depreciation and amertisation 40 - - 49

Fiis
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PALADIN RESOURCES LTD AND CONTROLLED ENTITIES

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS (FIRST QUARTER) ENDED 30 SEPTEMBER 2008
UNAUDITED — PREPARED BY MANAGEMENT

EXPRESSED IN AUSTRALIAN DOLLARS

NOTE 3. REVENUE AND EXPENSES

{a) Revenue

intevest incorne from non related parties
Dalabase licence revenue

QOther revenue

Total revenue

{b) Other income

Giher income includes the following specific income:;

Profit on sgle from tenements
Forelgn exchange gains (net)

Total other income

30 Sept 2006 30 Sept 2005
A$000 A$000

552 507

61 61

6 3

819 571

- 441

- 206

- 647




PALADIN RESOURCES LTD AND CONTROLLED ENTITIES
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS

FOR THE THREE MONTHS {FIRST QUARTER) ENDED 30 SEPTEMBER 2006
UNAUDITED — PREPARED BY MANAGEMENT
EXPRESSED IN AUSTRALIAN DOLLARS

NOTE 4. EXPLORATION AND EVALUATION EXPENDITURE

The following table details the exploration and evaluation expenditures on inferests in mineral
properties by area of interest for the three months ended 30 September 2006:

Aroas of interest Langer Kayelekera Manyingee Oobagooma Vathalla Other  Total
Heinrich  Project Project Project Group  Projects

Project Projects

AS000 ASB00 A$000 A$000 A$0DD AS0006  A$000
Balance 30 June
2006 (audited) 1,574 5,785 1,157 174 - - 8,650
Acquisition
Valhalla
acquisition {a} - - - - 191,248 - 191,248
Project exploration and evaluation expenditure
Tenement costs 1 - 17 - 53 3 T4
Labour 37 128 - - “ 18 181
Consultants and
contractors 1 &5 4 1 - 3 64
Materials and '
ulllities 2 24 - - - 2 28
Transportaion and
communications 13 78 - - - 2 g3
Quiside servicas 383 606 - - - d6o
Legal and
accounting - 8 2 - - 1 2]
Camp expenses 2 i6 - - - 1 19
Overheads - 15 - - - - 15
Other 4 60 - - - 16 80
Total expanditure 423 986 23 1 63 46 1,532
Exploration
expenditure
expensed - {986) (23) {1) {53} (46)  {1,100)
Explaration
expenditure
capitalised 423 -~ - - - - 423
Balance
30 September
2006
{onaudited) 1,997 5,785 1,157 174 191,245 - 200,358

Fns



PALADIN RESOURCES LTD AND CONTROLLED ENTITIES
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS (FIRST QUARTER) ENDED 30 SEPTEMBER 2006
UNAUDITED — PREPARED BY MANAGEMENT
EXPRESSED IN AUSTRALIAN DOLLARS

NOTE 4. EXPLORATION AND EVALUATION EXPENDITURE (CONTINUED)

(a) Acquisition of Valhalia Uranium Ltd

The addition of the Valhalla Group Projects during the 3 months ended 30 September 2006 related
to the acquisition of Valhalla Urardum Ltd which was satisfied for a tofal consideration of A$195.4
million including the issuance of 37,974,256 fully paid ordinary shares and A$2.1 million for
transaction costs. The cash aoquired from Valhalia of A$4.6 million exceeds the cash transaction

costs paid up to 30 September 2006 by A%4.3 million,

NOTE 5. CONTRIBUTED EQUITY

(2} Issuad and paid up capital
30 Sept 2008 30 Sept 2005 30 Sept 30 Sapt
2006 2005
Number of shares A$'000 A$000
Ordinary shares
- fully paid 493,865,969 406,285,713 343,605 71,874
{b) Movements in ordinary share capital
Number of Issue price Total
shares A% AS'000
Date Balance 30 June 05 400,885,713 65,882
July 2009 Dptlon conversions 150,000 0.22 33
August 2005 Opfion conversions 350,000 0.22 77
Septernber 2005 Oplion conversions 550,000 0.22 121
September 2005 Placement 4,350,000 1.29 5612
Transfer from reserves 44
Less: Share issue costs {5)
Balance 30 Sept 06 406,285,713 71,874
Number of Issue price Total
shares A Ag’000
Date Balance 30 June 06 454,235,713 148,182
July 2006 Option conversions 350,000 1.00 350
July 2008 Optiion conversions 300,000 1.25 375
August 2006 COption conversions 400,000 1.00 400
September 2008 Ogption conversions 600,000 1.00 600
September 2008 Option conversions 6,000 1.50 a
September 2006 Shares issued - Valhalla 37,151,830 5.00 189,103
Shares fo be issued as 822426 5.09 4,186
part of the compulsory
acquisition of Valhalla
Uranium Lid
Transfer from reserves 460
Balance 30 Sept 05 493,865,969 343,605

Firh
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PALADIN RESOURCES LTD AND CONTROLLED ENTITIES
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS (FIRST QUARTER) ENDED 30 SEPTEMBER 2006
UNAUDITED — PREPARED BY MANAGEMENT
EXPRESSED IN AUSTRALIAN DOLLARS

NOTE 5. CONTRIBUTED EQUITY [CONTINUED)

{¢) Options

issued unlisted smployee options outstanding o Directors, employeas and consultants directiy
engaged in corporate, mine construction, and exploration and evaluation work for the Company

are as follows:

30 Sapl 2006
Number
Number of unlisied employee oplions 23,959,000
Consisting of the Tollowing:
Dafe options granted  Expiry date Exercise price
30 November 2004 30 November 2007 AB1.00 6,700,000
30 November 2004 30 November 2007 AB125 1,000,000
20 December 2004 20 December 2007 A$1.00 10,260,000
48 July 2005 15 July 2008 A$1.50 164,600
13 January 2006 13 January 2009 A$2.80 1,050,000
19 Januaty 2006 13 January 2009 A$2.80 600,000
16 Februsry 2006 13 January 2009 A$2.80 1.200,000
27 April 2006 28 April 2009 A$5.50 1,665,000
5 July 2006 5Jduly 2008 A%5.50 1,000,000
20 July 2006 5 July 2002 A%5.50 400,060

NOTE 6. CONTINGENT LIABILITIES

Thera has been no material changes in the contingent labilities for the Company from those
reported in the Annual Report for the year ended 30 Sune 2008.

NOTE?. EVENTS AFTER THE BALANCE SHEET DATE

Allotment of Shares

On 13 October 2006, the Cornpany announced the allotment of 3,260,000 fully paid ordinary
shares after exercise of employee opfions. On 17 October 2006, 133,777 fully paid ordinary
shares were allotted as part of the acquisition of Valhalia Uranium Ltd. On 27 October 20086,
688,649 fully paid ordinary shares were allottad completing the compulsory acquisition of Valhalla
Uraniurn Ltd. On 31 October 2008, the Company announced the ailotment of 150,000 fully paid
ordinaty shares after exercise of employee options. On 7 November 2008, the Company
announced the allotment of 4,000 fully paid ordinary shares after exercise of employee options.

Increased Holding in Daap Yellow Lid
On 24 Octaber 2006, the Company acquired 17,000,000 shares in Deep Yellow Lid at 16.5 cents

Australian per share. On 26 October 2008, the Company acquired 25,000,000 shares in Desp
Yeltow affer conversion of unlisted options at 0.5 cents Ausiralian per share. After both of these
fransactions the Company holds 11.11% of Deep Yellow.
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PALADIN RESOURCES LTD AND CONTROLLED ENTITIES
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS (FIRST QUARTER} ENDED 30 SEPTEMBER 2006
UNAUDITED — PREPARED BY MANAGEMENT
EXPRESSED IN AUSTRALIAN DOLLARS

NOTE 8. CHANGE iN ACCOUNTING POLICY AND CORRECTION OF DISCLOSURE ERROR
{a) Voluntary change of exploralion end eveluation expenditure accounting policy

The Group has changed its accounting policy in relation to the treatment of exploration and
evaluation expenditure effective 31 December 2005.

The new exploration and evaluation expenditure accounting policy is to chama exploration and
evaluation expenditure against eamnings as incumed; except for acquigition costs and for
expanditure incured after a decision to proceed to development is made, in which case the
expenditure i3 capitafised as an asseal.

The previous exploration and evaluation axpendifura accounting policy was to carry forward
exploration and evaluation expenditure as an asset; subject to ongoling raview of the potential for
development and that rights to tenure were cutrent.

This voluntary change in accounting policy has been made as the Group is undergoing a transition
from expiorer to producer. The Langer Heinrich Uranium Project in Namibia is currently under
construction and commissioning of fhe mine commencead in Avgust 2006.

The previous accounting policy of the Group is common for exploration companies as a result of
this expenditure representing the main asset. The new accounting policy of the Group is common
for large mining companies as this expenditure does not represent the main activities and is
viewed as an expense of discovery.

'The comparatives have bsen adjusted 1o reflect the change in exploration and evaluation

expenditure accounting policy. The effect of the change in accounting policy is:

At 30 June 2006
For the Group there has been an increase in accumulated losses of A$7,315,411 and a decrease
in explorafion and evaluation expanditure asset of A37,315.411.

For the Thres Months Ended 30 September 2005
For the Group there has been an increase in explovation and evaluation expenditure of A$569,808
and a decrease in exploration and evaluation expenditure asset of A$589,8086.

Basic and diluted eamings per share have also been restaled.

(] Corraction of balance sheef disclosurs error

The 30 September 2005 interim consolidated financial statemenis had previously included
A$520,213 as deferred share based payments expenditure, with a corresponding amount
recognised in reserves, in relation to the value of the future vesting periods for granted oplions.

Under AIFRS this fulra value is not recognised in the balance sheet, recognition occurs only for
the vesting period expired. As a resull current receivables and reserves have been reduced by
A$520,213.



