S
s RO S
&
> s

= ACN 061 681 098 1
< <

PALADIN

ANNUAL REPORT 1997






% Lo
QT’
[MRECTORS
Chariranan
[ Dvnggelas Dunnvet

Managing Nrector
Mr John Borshoff

Director [ Secretary
Mz Gillian Swalwy

[ Mrecnor
Mr Rick Wayne Crbb

REGISTERED OFFICE

Lst Floor, 245 Churchill Avenue
Subiaco WA 6008

IOy Box 201, Subinen WA 6008
Telephonie: G5 9381 4366
Facsimile: 08 9381 4978
Email: paladin@omen.com.au

SHARE REGISTER

Corporate Repotry Services Py Lad
Level 36, 152-138 St Geurge’s Terrave
Penh WA 6000

Telephone: 08 9322 | B6b

Facsimile: 089322 7620

ALIDITORS

Coapers 8¢ Lybrand

The COuadrant, | William Street
Perth WA 6000
Telephone: D8 9263 3333
Facsimile: 08 9263 3344

SOLICITORS TO THE COMPANY
Dlak iseon & Crabb

1202 Hay Serect

Wesr Perth WA 6005

Telephone: 08 9322 Tod44

Facsimile: 08 9322 1506

CONTENTS

Corporate [irecrory |
Company Profile 2
Chairman's Letrer 4
Review of Operations b
Clorpornte Uiovernanee Seatement n
Directors” Repon 21
Balance Sheers 4
Profit amd Loss Accounts 15
Statements of Cash Flows 26
Nustees To and Forming Part of the Financial Statements n
Starement by Direcrors 41
Independent Audit Repor to the Members 4
Addirional [nformation 43

A Notice of Meeting and Proxy Form sceompanies this Annunl Report




ACHIEVEMENTS

J Excellent leverage
through creation of two
strategic joint ventures

J Major Australia-wide
uranium alliance - three
projects in place

J Key gold alliance over
theYilgarn Craton (WA)

J Gold project developed
in emerging Ashburton gold
province (WA)

J Farm-out objectives
successfully achieved with
four major companies on six
projects

J Successful $2.25 million
fund raising: key US
investors

< Paladin 11.5% holding in
Gullewa Gold NL. Gullewa
now well funded and debt
free with bright future

Paladin is now in a prime position with expertise,

credentials and quality tenement portfolio

THE FUTURE

- Establish as a major
uranium player in Australia

J Major drilling planned
for Frome, Ponton and
Napperby in-situ leaching
uranium projects

- Develop a quality high
grade gold project

. Establish a supportive
US shareholder base on
secondary market utilising
registration under the US
Securities Act




FUNDS UTILISATION [1996/97

Administration

$287,000

Plant & Equipment
541,000

1r Cash Position
£2.653,000

Investments

$650,000

# Exploration
$672,000

oy Adjusted for fundrising of $2.25 million - August 1997 and excludes the realisable value of the
Company’s investment in Gullewn Gold NL

* Excludes contributions by joint venture parties of $321,000 bringing the toal explorarion
funding ro $993,000

PROJECT LOCATIONS
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Dear Sharchobder

Paladin has expanded its exploration emphasis
dhuring the past mne months, ro include the search
fur umnium.  This realignment of explosom
strategy is reganded as o prudent and mely move
and has enabled vour Company o benelit from
bowh the improved outlook in uraniom and the
application of the considerable expertise and
resoutces i1 holds for this commodiy,.  The move
into uranium wis consolidated with the formation
of the Paladin Brightaar Joint Venture, a 50:50
arrangement with Uranium Australin NL. - This
joint ventore is managed by Paladin and Uranium
Australia s reguired o contribute ar an accelerared
rate of $2 for each $1 spent by Paladin up 10 the
first $3.000.000, giving o considerable funding
advantage. Faladin s focussing its main exploration
efforts on the armetive bow capital and operating
cost, and environmentally friendly inesitu leach
uranium targets, [t has secured three uraniom
exploration projects all conmaining previously
defined anomalies which have good porencial for
thie discovery of orehodies amenable 1o mining with

in-situ leaching rechnology.

Paladin alss entered into a stravegic allince with
Ramger Minerals NL 1o explore for plus 1 million
oumce gold targets in the Yilgarn region of WA,
This 50:50 joint venrure, of which Paladin s also
manoger; is being carried our on a shared funding
basis. |t is committed o the discovery of quality
gold projects chrough the applicition of highly
selective wmeet porameters.  Your Board firmly
helieves that with the downtumn in gold,
epportunitics will anse with Paladin i a prime
position te capitalise and suceead on i pold

objectives through this joinr venmre.

A fondraising comprising an entitlement bsue 1o
sharcholders {on o 1:4 basis w0 @ cents per share

tosjrecher with a free attaching option on a 1:2 basis)
and a placement was completed in Seprember 1997,
This fundraising package rabsed $2.25 million, The
combimation  of capiral  raising ™ exisning
sharehobders and oo new invemoes has allowed enry
of international investors whe have a keen interest
in wranim enengy. Global Resource Investmems
Leel, o US finansce and broking house, subscribed o
1 million of the plcement e, The Company
welcomes this urmnium energy investor group ontao
its share register and regards its parriciparion as
hoth immediarely. significant and of wsistance 1w

the Company’s uranium affairs im the futre,

Our investment in Gullewa Gold NL (11.5%) is
starting to show it value. After o difficalr yenr of
moving from wncconomic producer o explorer,
Gullewa is now reporting excellent resuls in

copper and gold.

Inn the Direcrors” view, the Company has developed
wn exploration strategy that i well tuned o the
curtent world commedig marker sitlook, having
secured  two strategic ond far reaching joint
venrures in uranivm and pold. I s anticipated that
we will have an increasing level of drlling on both
uranium snd gold quality projects in the coming
year. W hawve sound expertise and experience for
the scarch and development of bath commadities
which, rogether with its promising renement
portfolio and the available opportunity base,

combine o give strong poreniial for success.

== W

e

¥ 17, Dunnee

Chairman




INTRODUCTION

The Paladin explovation effort has been vevised considerably during the year
allowing for a new and replenished focus of activity. Two strategic alliances were
formed to accommodate the new wuranium focus and further enhance the gold activities
of the Company. Paladin will be able to benefit from both the increased exploration
funding and the expertise which has become available to the Company through the

leverage these joint ventures have created.

In the vear Paladin also completed its immediate farm-out objectives. Six projects

have been joint ventured to major companies for a total expenditure of $3.5 million.
The uranium, gold and farm-out projects are shoun on Figure 1 along with the
Yilgarn Gold Joint Venture Area of Interest.

Paladin is now well positioned to gam from the combination of a bullish uranium
outlook, opportunities created in the Yilgarn region through the gold doum tem and the

efforts of other companies via its farm-out projects.



NUCLEAR POWER - AN ESSENTIAL PARTNER IN THE GLOBAL ENERGY EQUATION

Fuel Source for Global
Electricity Supply (1996)

Saurce: BFWorkd Review

Wind & Biomass
1% Hydro
9%

Global Greenhouse
Emissions from
Electricity Power
Generation (1996)

r<—— 70,000 tonnes —w= ZERO Greenhouse Gas Emission
per year \
2,250 wonnes High Level Radioactive Waste

Greenhouse Gas Build-up
in Atmosphere

Carbon Diaxide (CO;)
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THE URANIUM OPTION

URANIUM - FUEL FOR ELECTRICITY

The outlook for uranium is strong as global
stockpiles for elecericity generation are depleted.
Mine production of yellweake will need g cxpand
t meet the anticipated shondall,

165 tonnes of yelloweake {on conversion m reactor
[wel) b sufficient w supply a medium sised ity of
one million peaple for one year  (1000Mw
electricity} and produces only 3y ronnes of high
level radioactive waste, It tikes 2.3 oullion tonnes
of conl w supply the same amount of eleciricity,

producing 6-7 milliom tonnes of greenhowse gases.

ELECTRICITY GENERATION COMPARISONS

Tisday 17T% of the world elecinicity s generated by
nuclear power.  The halance is produced by coal
(43%), ol and g (20%), hydro ( 19.4%), geothermal
{0.3%) and solar, wind phas biomas (0.1%).

GLOBAL ELECTRICITY - FUTURE NEEDS

Clobal elecrriciry use will increase dramarically by
1020 with population increase projected from 5.5
hillion 1o 8.5 billion

Tu suppomt this poprelesion groseh will requive
annseal workd coal production w icrease from 2.5
hillion tornes to 4.25 hitlion tonnes and o 55%
ingrectss in e tese. This results in an mmense
and intolerable ncrease of greenhouse gases in
the carth's amospheric system. Greenhoase
guis emnission targets will be imposed. Ausctralia
is olrewdy snder severe pressure o conform.

Nuclear poaver will need 70000 w0 110.000
tomaies of sranium per your o maineam iy 7%
share of the global elecrricity supply.

ENVIRONMENTAL

Compared 1o other energy sources uranium mining is
minimally disruptive, Each tonne of uranium couates
1o approximatcly 14000 tonnes of coal meaning
ahundine encrgy can be prochiced from a very small
uranium mine,  Hydro-clectric power & a limined

optian a5 further diverdonfdestruction of wild nvers
for dam eonstruction is increasingly unaccepuble.

Claims thist urmum exteaction ultimarely fuel the
nuclear weapons  industry  are il founded.
Drisarmament treatics between the US and former
USSR will reduce nuclear arsenals of the signacory
countrics by approximately 80% by 2003 As a
resmlt, weapons grde utinium (highly enriched
uranium) is being downblended for use in civilian

PYWCT STATIONS,

RADIOACTIVE WASTE DISPOSAL

A 1000Mw nuclear reacror produces after treatment
only 3 cubic metres of vitrified, immobilised highly
radicncrive material per year which s a small
ammount of waste compared 1o the hoge amount of
electricity generated.  Technical solutions exisr for
sate disposal and management of nuclear wastes
involving:  immobilsarion of high-level waste inoa
vitrified matrix (glass, Synno), sealing in resistant
vessels and  final  disposal in suitable deep
underground repository sites,  Ausrralia s o world
leader in developing technuboy for immobilisation
wf high-level wastes, principally wsing Synroc 1o
lock the wiste produces within crysal Latices of
naturally stable minerals in o synthetic ock.

Thie risks of disposal of nuelear waste are minimal
compared 10 risks wssocknal wirth predicred global
warming caused by preenhiuse s emisions from
forsst] fued use and where no cconomically viable way
of neutralising the carbon dioxide emisions exist,

SUPPLY

Auseralia currently has 3% of the wodd’s known
uraniuim reserves, but supplies only 1% of mine
output.  Australia has a long history of uranium
mining. Currently, only 2 mines are operating.

Current production:
3500 ¢ yellowcake {1996)

Projected production:
13000 ¢ yelloweake (2002 up ro 17000 ¢ (2010).



Faladin  expanded
exploration for urnium. Abandonment of the
highly restrictive 3 Mine Uranium Policy by the

Federal Government, the concurrent improsvement

ite  activities to include

in marker outlook  for  orandum, s high
prospectivity within Australia and dhe relevant
expertise uned dotabases pvailuble within Paladin for
this commodity, combined 1w preent o unigee
opportunity for the Company 10 change its
cxplomtion stmategy. Some of the Paladin seaff were
previoushy emploved by Uranerz, a German Mining
Hiwese, which is the Workd's fourth largest producer
o uranium and operatad in Awtralia from 1973 1o
1991 The Munaging Director, Jobn Borshall, was
Chiel  Executive Officer of the  Australian
opetations and Paladin therefore retains substanrial
in-house expertise for this commadiry, in addition

ter henefits arising from the uraniom Jarbuse,

To support these new activities, Palohn envered
inte o strategie alliance i Febouary 1997 with
Uranium Awstralia ML through o 30:50 uraninm
joimt venture called the Paladin Brighrstar Joint
Venture (PRIVY  Paladin is manager of this joine
ventore and, wp ta the first $3,000,000 of
expenditure, Uraniom  Australin will contribute
52,000,000 andd Paladin will contribure $1,000,000
identification,

for  project exploration  and

development.  Thereafter, funding will be shared
equally.
license thar part af s extensive database which

In rhis armangement, Faladin agrecd

riclates o uranium for exclusive use by the PBIV.

URANIUM ACTIVITIES

The primary objective of the PRIV is 10 secure
through both exploration and scquisition, deposits
amerable 1o the in-sit leach (ISLY technology.
This process, also known as solution mining, differs
from conventional mining in thae solutions are used
to recover uramium from the ground withour
excavating the ore and generating associatad solid
wastes, 151 mining has developed into @ very cost
effecrive, environmentally benign method  fur
prroducang uraniuem. 151 wis first used commercially
in the USA m 1974, In a comparatively shon
period of time jts use has grown considerably and
now contributes to 5% of thae  counrry's
production. Australia offers excellent porential for
discovery of sandstone relared orebody types,
amenable to this mining approsch, e moch of the
exploration carmed out o the 70% and 80% only
considered  results in erms of wtilisation by

conventional mining.

Through research of the Paladin darshase, the PRIV
has secured excellent properties in the Frome Basin
(5A), East Yilgom (WA) and Central Australia
(WTY both through it own night and via joint
venture fmme-in with thind parses. The projects in
these 3 regions form the comerstones of the PRIV

uranium activities in Auseralia,

LAKE FROME AREA, SOUTH AUSTRALIA

The Frome Basin of South Australia bs locared
00k morth of Adelaide (Figure 21, Explosanion for
uranium in the Frome region commenced i 1968
and contineed oneil the early 1980% focusang on
tarpees occurring within Tertary palacochanne]
systems, T substantial uraniung deposits, Beverley
(Heuthyate Resources Pry Ltd) and Honeymoon
(Scuthern Crnms Resources Lid) were discoverad
during this time and these are corrently andergoing
feasabiliny work for mining urilising the 151 method.
The Frome Basin s emename s the next uranium
producing region in Awsralie. Mining by the [SL
methind §s sehedulad 1o start ot Honeymoon in 1998
and Beverdey & under consideration for san-up
shoatly therenfter

The PRIV opermtes theee mdvanced  explosation
projects in the Frome Bosin (Comamona Urimiom
Joant Venture, Siccus Joint Venture and the Lake
Elder project) invalving in excess of 15,000km’ of
prospective ground. Exploration work in the 70% and
carly B0 invalving extensive regional drilling (1700
Tles in toaal) defined numeroas targer arcas which
were not followed-up because of their depth ind non-
suitahility for conventional mining. Ar that stage,
5L technology was not sufficiently developed for
thise turget types.  The large ground position
1T0km  of  prospecrive
palacodrinages which has been acquired by Paladin

covering  at st

allows improved  oppormenity o denody  wranium
mineralsaton sitable for ISL mining,

The fie RC drilling progromme by PRIV of
prospective palacochaniels bis identified three main
vzt ancas w0 follow-up defined zones anomalous in
uranium, The programme i planned for the T
quarter of 997, Access is subject o Aboriginal

Heritage clearnoes and Nanive Title megotiaton,




Frome Projects - Previous Drilling (1972 - 1982) and Project Areas

"

tade South Mew
o Australin?  Souwh Wales

|

North
]

KILOMETRES

Figzure 2




CURNAMONA PROJECT
(Maladin 37.5%)

The Curnumona Uranium Joint Venture invalves 4
granted explomation licences covering 4333 km” and
was signed with Gobdmines ML i Moy 1997
(Figure 2). This ks a strata-type joine venrure in
which the PRIV partners can acquire a 75% equity
mterest i all minerals, includimg uramum, witlin
the sedimentary cover rocks by expenditire of
$500,000 over ¥ years. The minimum expenditure
prior 1o withdrawal is $200,000,

Several known iccurrences of uranium are located
within the tenement wreas, the most simificant
EL2175.

Although this uranium occurrence, consisting of

being  the Oban Prospect, within
oo mineralised wones within the Lake Charles
palacochannel, has been adequarely drilled e has
identificd o prime zone for RC dnll follovweup work

om the sdpcent chanmel anes.

SICCUS PROJECT
(Maladin 45%)

The Siceus Jaint Venture with Signature Resources
ML was signed in June 1997, The PRIV parties can
carn a W% equity interest in 3 exploration licences
coviering 6068km” by spending 3400000 owver 5
vears with a minimum of $30,000 to be spent prior
o withdrawal, Sicows bas o 10% interest carried 1w
e of feasibility with these coss repayable by

Siccus (rom production.

Several uranium oceurrences were ldentified by
previons drilling and, although the available dara is
yer o be evaluared, o prospective urnium et
his been wWentified m holes dnlled within the

Curnamona Palseochannel {Figure 2).

URANIUM ACTIVITIES

LAKE ELDER PROJECT
(Paladin 50%)

The Loke Elder Project includes one granted
exploration licence and one explomrion licence
applicarion covering o total area of 2651km’ (Figure
2). A preliminary review of the available data has
ientified drill dava showing snomalous uranium
mineralisation. A wide prospective palacochannel
drains into these tenements which  exhibics
radiomerric anomalim geearer than 5 x background
and offers a valid I5L mrger for follow-up

Anvestigmalions.

PONTON PROJECT, WESTERN AUSTRALIA
{ Paladin 50%)

The Ponton Project s located 200km st of
Kalgooilie  (Figure 3). The explormtion et is
sndstone type uranium deposits occurring within
Tertiry Paloeochannels, The PRIV has applied for
six  exploration  licences  covering  1061km?,
prosecting 130km of prospective palacodramagpes.
The tenement applications fall within the Queen
Victoria Spring Matore Reserve and as such
exploration will be subject 1o conditions st out by
the Department of Conservation and  Land

Management.

The project tenements straddle the castern margin
of the Archaean Yilzam Block and the Palacozoe
Ohficer Pasin.
flowed from the hasement rocks of the Yilgam inta
the (Officer Sedimentary  Basin.

Extensive, ancient river systems

Liranium rich
grownd  waters produced in this. process can
precipitate  as  pitchblende and  uraninite i
favourable sedimentary envitonments.  Ohne such

prospective  dminage  system,  the Cundeeles

Palacochannel, conins the Mulga Rocks uranium
depasir (13,000 ronnes of UgQg ar 8.13%) locared
20%m north cast of the project area. In the 1980%,
Uranerz and Power Nuclear Corporation (PNC)
drilled 374 holes in this region on the PBJY

renement applicitions.

The previoas exploration effort focussed esseninlly
oy testinge for umnim mineralisaion, asocined
with a horironeal nemr surface redos boundary
controlled by the water table. The more artractive,
deeper rofl frone, sandstone related margets, suitable
for 151, were not adequarely tested and with the
acceprance of this new mining technology, these

constitute the main exploration tmget for the PRJV.

Initial review of the previous explomtion data
showed that wide spaced drlling of the Ponton
Creek  drainage  inrersecred  deeper  occurming
wranium minerlisation ar 50 o 70m deprh, Down
hole radiometric bogamge ar the Double 8 Prospect
defined un extensive radiometric anomaly (greater
than 30 x background) Skm x 500m i size (Figure
3. The evalmtion has shown that some
disequilibrium  (imbalance between radiomerric
reading and chemical analysis) is associated with
Very limited ond
rundom historical usseys were tuken (43 samples in
voral).  Although this work returned variable
analyses ranging 30ppm ro HW00ppm Uy (2

pounds per tonne) over one mere it suppons the

the uranivm  mineralisition.

miion that an effeceive mineralising process has
occurred in mssociation with this anomaly.  The
results are therefore regarded w be highly
encouraging and further work is required 1o test the
nature of this mineralisation as this exrensive
mmomalous mone shows charcteristics which could
make i switable for in-situ leaching, should

mifficient tonmages be discovered,
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The tenement applications are subject 1w the
MNarive Title procedures bur the Directors believe an

equitable agreement can be reached.

RC drilling is plonned oo define the Double 8
Prospect more clearly, particularly 1o establish the
marure of the uraniom mineralisatton within this
extensive anomalous system. Follose-up drilling of
outlying mincralisation up and downstream from
the main prospect will aim at idenrifying addirional

targets (Figure 4).

URANIUM ACTIVITIES

NAPPERBY, NORTHERN TERRITORY
{Paladin 50%)

The Mapperby Project is located 150km northwest
of Alice Sprmgs in the Nomhem Terory, [t
catsisis of two explomtion licence applications
covering 1362km". prospective for both deeper
sndstone wll frone and sorficial calerere uranium

rarger types {Figure 4).

Uranerz carmied out extensive exploration in this
area in the lae 70% Uranerz drilled 820 shallow
RC holes an this prospect and delineated a 20 «
fkm uranium mincralised palseodrainage.  The
depth of the cssenially horizontal mineralisation
lies berween 4 o 10m. This work defined o near
surface calerete associated unmium resource at the
Mew Well Prospect of 6,000 ronnes of wranium
grading 0.036% U3Og. Swdies by Uranerz showed
the mineralisation o be

MIMECOn I IJ:H.I'IE

This work did,
however, highlight rthar it the grades of the depostt
couild be improved further work was justified 1o

traditional mining merhods.

evaluate the potential viability of optimised heap

leaching and 131 proceses.
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The prime explorarion rarger in rhis project is a
wndstone hosted uranium deposic amenable o 151,
Drilling by Uranerz showed the presence of a deeper
Tertiary palueochunnel extending v the west of the
nu'al:-&urfacl.' l.:dh'll:‘tf wranim ﬂilnf!‘-‘l“ﬁﬂl"m ot
Mew Well. This drilling was never followed up.
Consiilering the high uranium contenr of the
ground warers in the area, this palscochannel
system offers an excellent tarpet fur discovery of a
sanchstone husted urmium deposit suiable for TSL,

dewnstream from the New Well resource.
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The pold activities of the Company were
strengthened during the past 12 months through o
combination of project rationalisation, project
generation development via the database and

establishmin of the Yilgam Gold Joinr Vennre,

Paladin farmed-out or sold its lower priority projects
and focussed on the muin gold projects m
Chunnsville and Litchfield. Further, it developed the
Turee Creck Projecr from  project  generation
activiries related o the darabase. Most impormantly,
March 1997 saw the establishment of the far
reaching Yilgarm Gold Jomt Venture, a 50:50
srateggic gold alliance with Ranger Minerals NL
searching for 1 million ounce gald deposits wirkin

the Yilgam Craton,

YILGARN GOLD JOINT VENTURE,
WESTERN AUSTRALIA

{ Paladin 50%)

In March 1997 Paladin announced it had renched
agreement with Ranger Minerals NL to enter fnto a
S0:30 joint venture o explore the Yilgam Block of
Western Awstralin for mgor (+1 million ounce)
Archacan gold deposits (Figure 5). To secure this
poine vermre, Paladin granted Ranger 1.5 million 30
July 2000 unbisred options cxercisable ar 35 cents.
Consequently, Paladin will have exclusive use of the
extensive exploration. database over the Yilgom
block o which Ranger has rights through s
executive directors (Mr Guy Travis and [ Rid
Marsion). The project generation component of the
joint venture will have o term of two years, with

provision for extension, subject o mutual agreement.

GOLD EXPLORATION

This exciring point venture over ane of the muost
prospective gold regions of the world will utilise the
resources, experience  and  copacity of  hoth
companics.  Paladin will be the manager at the
project generarion, cxplorarion and feasibiline stages
and Rangzer will be the mansger ar the development

anid miniing stiges once 1 decision o mine is reachid,

Initial regional studies have outlined fenile pold
behs including the Yandal Belr and s southem
extensions to Leonora, as well as the highly
prowpective Kalpoorlic-Nomseman aren.  Detailed

studies are in progress for these three aneas,

TUREE CREEK PROJECT,
WESTERN ALISTRALIA

(Paladin 1009

The project is located in the Ashburton Basin and i
I 20k west-south-west of the township of Newman
in Western Awstralla (Figure 6). Trincludes 3 granted
exploration licences and 4 explortion licences under
application covering 1120km’.  Granting of the
remnaining four tenement applications is subject
negotiation of an exploration aoves agreement with

the Marive Title clnjmants.
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Recent gpold discoveries by Sipa Resources NL ae Mr
Ollympus, 50km west-north-west of the Turee Creek
project area, hie symified the emergence of 0 new
gold province in Western Australia,

Uranerz operared  extensively  throughout  the
Ashburron region in the lare 1970% developing an
extensive explomation database which produced a
large amount of wformation on this region.  This
dotnbase, now owned by Palading pives a
considerable  competitive advantage in target
development and exploration of this reglon and was
utilised 1o develop the Turee Creek Project.

A structural comdor, tremding emst-southeset from
the Sipa discovery into the Paladin project area,
cantains prispective Lower Proteromic seratigraphy.
A number  of  bhotrom  hole,
penchemical anomalies were idenrified from RAR

multi-element

drilling asociared wirh this srucrural corridor. Seme
limited analysts was camried out for gold with this
work retuming anomalows results. Although the
majority of smples were not assayed for gold,
genchemical associations similar to that reponed o
Mr Olympus indicare the possibility of gold
mineralisation along this rend, Gaold mimeralisarion
was identified on the surface, assoctaed wich quares
veined ionstones and alvered carbonied sediments.,
Both of these pold mineralised areas are prime wngets
to focus initial exploration.
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LITCHFIELLY PROYECT,
NORTHERN TERRITORY

{Palpadin 50%)

The Lichfield Projecr i located 150km sourh of
IJarwin ar the wesrern margin of the Pine Creek
peosyncline, [r consists of explomtion licence 8211

covering 22k’

In the past year detailed rock chip sampling and
geological mapping concentrated on the Chilling
Creek anomaly, A rotal of 234 composite rock chip
sumples (each covering wn area of 5 % Sm) were
collected covering the prospect along 22 lines spaced
20 metres apart. Thiree shallow trenches were also

excavated and channel sampled an 5 metee spacings.

Follow-up rock chip sampling of the prospect
extended the area of known anomalism to 350m x
100m  (Figure 7). Wirhin this zone, seven arens
returned greater than lppm gold with values
peaking ot 14.7ppm gobl.  This mineralisation i
related 1o shigar systems coincident with a northerly
plunging anticlinal axis. The anomaly remains
open to the south, west and cast. Trenching
exposed mineralisation beneath seree o the north
and south of the origingl anomaly indicating the
possibility for further extension to the anomalous
zone. Five drill pads ave been prepared fur follow.

up RC drilling.

GOLD EXPLORATION

(M the 234 composire rock chip samples taken, 23%,
wianyed greater than O lppn gold and 3% assayed
1L.Oppm  pold  confirming  the
The planned
drilling is ngeted 1o determine the depth extension

greater  than

mineralised nature of this sone,

of the minemlisation.  Anomalous gold, was also
identified Llkm north of the Chilling Creek
anomaly where & of 10 rock chip samples assiyed
highver than 0. 1ppm gold, peaking at 062 ppan gold.

IMINMNSVILLE, WESTERN ALISTRALIA
(Paladin 100%:)

The Dunnsville Project is located 50km norhe-
northwest of Coolgardie and  consists of  1wo
explomation leences covering T2km'.  Recemt
discoverics in rthis region highlight the prospective
nirure of the Dvmnsville region. Paladin hos idenrified
a sigmificant mineralised zone in this progect, referred

1o ats thie Togs D Prospect (Figure 8).

The mineralisation a Top Do i situated within
dilatational structure associated with o major
reglonal shear zome.  These stnscrures are
ncknowledged as favourable sertings, able to provide
large open spaces within which to focus the
subsequent minemlising Muids. This feature extends
1500 x 400m and coincides with o z2one of

anomalous RAR geachemistry,
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Systemaric RABR drilling has closed off the 15300 x
400m anomalous zone,  Within this anomalous
enwilope, 50 x 25m infill drilling identified rwi sub-
parallel north-nomthwest trending ones messuring
300 % 30m showing contiguous gold geochemisiry of
higher than Qlppm gold [ 3m. The anomalism
ranges from 0.1 Tppm gold § 3mra 0.0 52ppm gold |/
10m including 0.625ppm gokd [ 3m.
deeper drilling s reguired o determine the full
potennianl of the Top Dam Prospect and a joim
venture pariner is being sought 1o canry out this

Extensive

necessary work.

On the wliacent EL16MG, soil sampling idencified
two anomabous areas 500 x 200m m size outhined by
the Spph pold comour line and peaking ar 37pph
gold. The anomalics are msociated with a sheansd
granite [ greenstone contact.  The soil values are
similar o the one inftially encountered at Tog Dam,
highlighting the need for further work in the area.
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Paladin has six projects farmed-out 1o major
companics. These projects are where Paladins carly
explomation has demonsreared  various favourable
mineralisation parameters but where expenditure to
advance them will be high. v s Paladin’s objective

v retain a 20-30% interest in these projects.

The combined expenditure commitments by the
farminecs is $3.5 million for them o cam their

stated eoquities,

BRUMBY JOINT VENTURE,
NORTHERN TERRITORY

{Acacin Resources Limited earning 807%)

The Brumby Project conststing of two explortion
licences wotalling ®km’, i locaved 100km south
west of Darwin within the Pine Creek gold mining

districr,

Acacia has entened o o joinn venture armamgenent
with Paladin to farm-in 1o EL&333 and EL9375, O
expernditure of $350,000 aver 4 years it can eam an
B0% equity interest in this project. Vacuwim drilling
by Acacin defined swrong  geochemical  gold
anomalies peaking at 0.5 1%ppm gold extending Skm
along a magneric anomaly under hlack soil plain
sediments north of the Brumby Prospect. A the
Alligaror Ancmaly, o 200m snomplous zone of
+0.05ppm gold was defined. Infill drilling i planned
for the sccond halfl of 1997,

FARM-OUT PROJECTS

MARGARET RIVER JOINT VENTLIRE,
NORTHERN TERRITORY

{ Acacin Besources Limited eaming 70%)

The Margaret River Project comprises exploration
licences 8706 and 9162 covering |82km' ond &
locared 1 5km north-cast of Brocks Creek Gold Mine.

limited
peochemical sampling and RAB drilling covering

Acaci carried owr infill  grdding,
the prospective Pime Creck shear zone with low
level, spotty gold anomalism detected.  Extensive
gridding and o regional RAR drilling programmie,
desigmed 1o exrend the ares covered s far, s
planned for the second hall of 1997,

HATCHES CREEK PROJECT,
NORTHERN TERRITORY

(Mormandy Gold ey Ltd eaming 70%)

The Hurches Creek Progect is locaved 100km south-
southeast of the wwnship of Tennam Creek. I
consists of explomtion licences 8346 and 987

covering 135km’,

A reconmnissance survey was carmied our with future
exploration concentrating on structural targers
within the imerprered Lower Proterozoic meta-
Work planned includes ground
magnetics, bedrock peochemistry and RABR drilling.

sediments.

LAKE ROE JOINT VENTURE,
WESTERN AUSTRALIA

(Mewcrest Operations Limited caming 75%)

The Lake Roe Project is bocated 100km due et of
Kalgoorlie and consiars of three explomation licences
totalling 21 5km’, proeecting a Wkm serike length of
the prospective Keith Kilkenny Structural Corrideor,

Mewcrest will frmein o the Lake Roe project
tencments (EL's 28/495, 502 and 5211 on expenditure
of 31,650,000 ro eamm 73% within five years,
Mewerest is the manaper and i ohliged 10 spend
S100.000 i the first year, prior to withdraal,

Mewerest carried out rock chip sampling and
limited RAR drilling. A weak gold amomaly was
identified north-west of the Rocky Dam Prospecr.
Regional RAR drilling is planned for the second
half of 1997,

SWAN LAKE JOINT VENTLURE,
WESTERN AUSTRALIA

( Aberfoyle Resources Limired eaming 60%)

The Swan Lake Project i< located 120km due et of
Kalgoorlie. It consists of exploration licence 28/504
wialling 165km™ and  steaddles the  eastern
greenstone | granite boundary of the Norseman
Wiluna Belr.

Aberfoyle reassessed previous drlling during the year
topether with a reinterpretation of aeromugmetic
data. Open anomalies ind poorly tested prospective
zones were highlighted and sircore [ RAB drilling is
plannied for the latver par of 1997,




PROJECT GENERATION

The project generation activities will continee to be
an important ongoing activity of the Company.
This year, with uriliarion of rhe extensive database,
Paladin developed projects such ws Turee Creek,
Panion, Napperby and Frome,

Wirh the explomation database covering all major
metallogenic regions of Australia, this information
resource continues to offer excellent opportuminy for
defining further projects in uranium, gokd and
copper.  OF significance is the potential for
coppetigold Proterocoic tamgets fur which the

database also has paricular relevance.

CORPORATE

FUND RAISING

During the year the Company rised $952,500 via

twa placements, for additional working capatal,

In July 1997 the Company announced o fundraising
comprising un entithement isue to sharcholders {on
o 14 b an 9 cents per share topether with o 1:2
free attaching option, exercsable at 20 cents on or
betore 31 July 1999) and a placement on the same
conditions. This fundraising package, underwritien
by 1] Carmichael Pry Limired, raised $2.25 million
for ungoing working capital, to fund, in paricular,
the uranium projects msociued with the Paladin

Brightanr Jotm Venture.

This combination of capital rmising w0 existing
shareholders and 1o new investors allowed entry of
intermatignal investors who also have a keen
mterest m uranium energy stocks. Clieos of Global
Resource Investments Led, o US finance and
broking house, agreed 1o sebscribe 1o 81 million of
the placement and 1w mke a sub-aunderwriting
position in the enritlemonr issue.  The Company
welcomes this uranium energy investor group onto
its share register and regards s participation as
stgnificant which could assisa the Company's aifairs

in the future,
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GULLEWA GOLIY NL

In May this vear, Paladin agreed o the @le of the
Companys 50% interest in the Sale River Joint
Venure back 1o Gullewa Gold NL {Gullewa) for
thie consideration of $275,000, satisfied by the Bsue
o Paladin of 6,875,000 fully paid shares at an issue
price of 4 cents per share.

The decision by Paladin o sell this intercst was
initiated w0 result of stratepic juint ventures
entered into for uraniwn and gold - the Paladin
Brighrstar Joint Ventore and the Yilgarn Gold Joint
Venture,  The new opportunities these joint
ventures. presen, rogerher with resules from the
Turee Creek Projects, promaoted o re-direction af the

Paldin exploration priorities.

Paladin also parvicipated in a placemeny in Gullewa
of 6,250,000 shares or 4 cents for a total price of
$250,000, as part of the plicement of $6.2 million
arrunzed for Gullews by Denrsche Morgan Grenfell
Securities Auwstralin Led.  Thas major fundraising
allowed Gullews o retiee ull its debes, leaving it
well funded w0 pursue an aggressive explomiton
programme tangeted an expansion of exising gold
resources and delineation of o major gold nger.

Paladin now halds 11.3% of Gullewa,



CORPORATE GOVERNANCE

The Board & responsible for the overall Corporate
Gavernance of the Group ("the Group®™) mcluding
the strategic dinection, esublishing goals for
management sl monitoring the schievemenr of
these goals,  The Board has also esmablished a
framework for the monagement of the Group
including serving levels of remuneration  for
Executive Directors, Managers amd  senior
persannel, an overall framework of internal contral
ind the establishiment of appropriare ethical

standards.

The Board regularly reviews operational and
financial perfonmance and reviews and approves
detniled budgets and investment  opportunities,
Bemg a small company at present, the Boand works
closely with executive management o identify and
manage operational, financial and legislive risk.
Whilst the Corporare Gevernance policies ind
procedures have heen in place since  the
incorpomation of the Company, they were formally
mlopeed by the Board in May 1996

ALDIT COMMITTEE

Thie Company is not of a size which justifies having
o separate Audit Comminee, however, matrers
rypically deale with by such o committee are dealt
with by the full Board.

COMPOSITION OF THE BOARD

The composition of the Boand is determined using

the following principles:

*  The Boand should comprise four Dirccrors,
This number may be incremed where i ts fole
that additional expertize is required in specific
arens, or when an outstanding candidawe

materialises,

¢ The Chairman of the Board should be a Mon-

Executive Direcror.

*  The Board should comprise Directors with a
brood range of experrise,

When a vacancy exists, through whatever e, oe
where it s comsidered that the Board would benefit
from the services of a new direcror with paricular
skills, the Board sclecrs o candidare or panel of
candidates with the appropriare expertise and
experience. The Board then appoints the most
suitable candidare wha must stmd for election an the
next peneral meeting of shareholders. The Company

o pot hrve @ foemal Momination Commirree.
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INDEPENDENT PROFESSIONAL ADVICE

Each Director has the right w seek independent
professional advice at the  Groups expense.
However, prior  approval of the Chairman is

required, which may not be unreasonably withheld.

REMUNERATION

Remuneration levels are set by the Board in
accordance with industry standards to areeacr suitably
qualified and experienced Direcrors and senior
execurives.  The Board obtans independent advice
oy the appropristeness of remunemtion packses,

ETHICAL STANDARDS

Al Direerors, managers and employees are w ao
with the urmost integrity and objectivity, striving at
all  times 1o enhance the reputation  and

performance of the Group.




The Directors present their repeart on the consolicdined
acconnits for thie year ended 30 June 197,

IMRECTORS

The Directors i affice ut the date of this report are:

D¢ Donsplas Dunnct (Chairman - Non-Executive)
B.5c. (Hons) MR, FAwsiMM

[ Dunmet is o geologisan with 35 years experience,
He has o strong background in financial management
of mineral projecr dnitktion and development in
Awstrlia and Norh America, including 14 yeors

with the Ansconda grosp of comsinies.

T 1984 D Dusmer becane o prancigal of Aurex Pry
Lek, o eontracting und consulting company, In 1987
b imiriared the listing of amd became Monaging
Direcror of Orion Resonrees ML He was
subsevuently instrumental in acquining o 45%
mterest in the Yikgarm Star Gold Mine near Southem
Cross mid guiding Orion 1o i current market
capitalisarion of aver 3130 millios. This iocluded the
succesaful rrnsition fom signiticant open pir mining
o mapor undergronnd mining opernions producing

in excess of 100,0000es per anmimi.

I Dhnner is also noncexecutive Chairman of
Chullewss Gold NI,

Mr John Borshoff (Managing Director)
B.Sc. F AwsIMM

M Boeshiolf is a pealogist whio has been involvad
the Australion exploration and mining industry for
25 years.  Mr Boeshoff worked for International
Nickel and Canadion Superior Mining betore
joining o German mining group, Ursiners from 1976
o 1991, He became Chiel Geolopsty/Explomanon
Manager during the period 19811986 and served as
its chiel executive from 1957 1o mid 1991 when the
Crerman parent of Uranerz made the declsion 1o

cluse its Avsrrlian operitions,

In 1991 Mr Bosshioli formed the consulting and

contracting  company, Scomac  Management
Services Pry Lad, consulting 1o mineral resource
grevups throsghour Austealia and manmgement of an
ndderground mining operanion near Kalgoarlie, Mr
Porshdl has extensive experience in pold, base
and  uranium  exploration,

metal Colmpany

manmgement and administration,

Ms Gillian Swaby {Director - Non-Executive/
Company Secretary)

B.Bus., FCIS

Ms Swaby bis been involved in the Australinn
mining amd explomtion imdustry for 16 yeas. Ms
Swaby i experienced noarens of secretarial prictice,
mangement accounting and corporate and fiemeial
management and is a Fellow of the Charered
Institite of Secreranies. She & the principal of
Strtegic Consulmanes Pry Led, specialising in
corpotite. consalincy and is also o Director and
Comngany Secretary of Gullews Gold NL-

21

Mr Rick W. Crabl {Director - Non-Executive)
B. Jienis {Hims), LLE, MBA

Mr Crabb s a partner with the legl pracrice,
Blakiston and Crabb. He holds degrees of Bachelor
af Jurisprudence (Honours), Bachelor of Laws and
Muasrer of Dusiness Administration from  the
University of Western Anstralia. e has practised
as o sulicitor smce 1980 and wos previnasly a
partner with o major law finne He specialises in
minang, corperate and commercial law. Mr Crabb is
also o disector of Menzies Court Holdings Limited
andl Africwest Gaold ML

PRINCIPAL ACTIVITY

The principal activity of the economic entity
constituted by Paladin Resources ML and the
ennimes it coneralled during the financial year was

mitieral explomation,

RESULTS OF OPERATIONS

The economic entitys policy 5 0 wrre off
acquisition and explonmion costs associted with
abandoned ar non-commercial areas and 1o this
cxtent an amount of 3183613 (1996: 8931 D32) was
wiitten off. Expendivire roralling $2,218,313 {1996
$2,004.322) has been carried forward on other areas
where operations are continung. The consolidmed
results alter abmormal wite-down of nvestmenis of
S2,124,200 { 199%6: NILY are as follows:

1997 [[HH
3 ]

Operatingg loss after
income L 1,615,312 1,058, 6il8



IVIDENDS

M dividensd has been paid during the Gnancial year
and mas dividend is recommended for the cument year,

REVIEW OF OPERATIONS

A detiled review of the economic entity’s

operations is set out on pages 5 o 20 of this repor,

SIGNIFICANT CHANGES IN THE
STATE OF AFFAIRS

Significont changes in the state of affairs of the
economic entity duting the financial year were as

forlbowes:

4] An increase in paid up capital from
$9.000,003 10 $9.952,503 as o result of:

Plocement of 6,000,000 fully

pasied ordinary shires ar 9 cents

per share (Tec 1996) $340.000

Macement of 2,750,000 fully

paid vsdinary shares ar 15 cents

et share (Mar 1997) $412,500

TOTAL $952,500
MATTERS SUBSEQUENT TO THE

END OF THE FINANCIAL YEAR

There has nor arisen in the interval between the
end of the financial year and the dave of this report
any item, transscuon or event of o material and
unusual nawre likely, in the opinion of the
Divectors of the Company, to affect substantially the
operations of the economic entity, the resulis o
these operations or the stare of affairs of the
ceonomic entiry in subsequent financial years with

the exception of:

Fundraising

In Seprember 1997 the Company finalised un
underwritten entitlement Bsue (14 ar 9 cons per
share topether with a free attaching 31 July 1999
option, on a 1:2 basis, exercisable st 20 cents) and
placement, ssuing 24923612 fully paid oedinary
shutes aned 12,461 806 options 10 mise $2.25 million
in additienal working capiral.  In particnlas, this
will be wtilised on projeces within the Paladin
Birtghestar Joine Venture and the scquisition of new
uranium opporiunities through exploitation of
Paladin's extensive database. The fundraising
referred 1o above results in an increase in ssoed
capital to 80,173,627 fully paid ordinary shares and
12,461,806 listed oprions.

Fssaee of Clptions

Ar an Extmordinary General Meeting held on 15
August 1997 sharcholders approved the fssue of @
toral of 3,100,000 unlisted incentive options ta
Directors, exercisable wt 20 cents on o befone 31
Muy 2000, Shareholders also approved the isue of
1,000,000 unlisted options, exercisable ar 20 cents
on ar before 31 May 2000, w0 1D ) Cormichael Pry
Limired or irs nominee, as par of the underwriting

fee structure relating o the fundrasing

LIKELY DEVELOPMENTS

Likely developments in the operations of the
economic entity constituted by Paladin Resources
NL and the entities it controls from time to time are
the explortion and development of projects
currently held and the imvestigation, acquisition,
exploration and  development  of  addivional
prospects, yer o be identified, which may be
consfdered by the Direcrors to have merit.
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OPTIONS OVER UNISSUED CAPITAL

For derails of the ssue i September 1997, refer

ahove,

Share Ulption Plan

On 21 June 1994, sharcholders approved the
imrreduction of the Paladin Resources NL Directors,
Emplovees and Consultanes Share Option Plan
("the Plan"). The number of options jssued from
time to time pursuant to the Plan shall nor excecd
10% of the total issued shares in the Company (rom
rime to time. On 8 September 1994 the Company
issued 1,985 000 unbisted options exercisable ar 25
cents on or before 31 May 1999, pursuant 1o the
Plian v 10 parvigipanes with o further 120,000 issed
on 30 June 1997 10 2 participants on the same ferms
and conditions,  During the year ended 30 June
19497, 15,000 options lapsed. On 24 January 1997,
230,000 unlisted options exercizable at 30 cents on
or before 31 July 2000 were isued to 6 panticipants,
pursiant to the Plan. The number of unissied
ordinary shares under oprions issued purssane o the
Plan at the date of this report is 2,320,000,

The Company 15 of w kind referred o in the class
order 940284 jsued by the Australion Securities
Commission dated 8 March 1994, under which the
Directors are relieved from the need o disclose the
mames of all emplovees and relevant details in
respect of oprions granted 1o those employees under
the Man. The Directors live availed themselves of
the relief granted under this class onder.

No persons entitled 1o exercise any option
reterred 1o above hos or had, by virtue of the
aption, a right 1o participare in any share e of
any other body comporate.



Uhnlisted Options

On 30 June 1997, the Company issued 1,500,000
unlisted options exercisable at 35 cems, on or
befare 30 July 2000, a8 consideration for entering
ineo the Yilgarn Gold Joine Venture. These remain

om issue at the dare of this report.

On 15 Janueary 1997, the Company issued 4,500,000
unlisted options exercisable o 20 cenrs, on or
before 31 July 2000, atraching to the placement of
6,000,000 fully paid shares made on thar Jdate,

These remain on issse at the date of this nepaort,

DIRECTORS INTERESTS

[MRECTORS' BENEFITS

No Director of the Company has, during the
financial year, received or become entithed o
recaive 0 bencfit (other than a bencfit included in
the ageregare amount of remuncration received or
due amd receivable by Directors shown e the
accounts in Note 173, by reason of a conmet made
by the Company o a related corporation with the
direeror, or with a firm of which he is a member, or
with a company in which he ts a member, or with a
company in which he has a substantial interest, not

otherwise disclosed in this repon.

Comsuleing fees in the form of management fecs and
gevlogicnl consulting fees were paid during the year
in the nonmal course of business 1w firms of
comsultams, of which Directors are the principals,
These are ncluded within Directons’ remunertion
dizclosed in Mote 1T to the acoounrs. In addition,
legal fees were paid o a legal practice in which a
[Wrecoor is a partner. These are disclosed in Note 20

tov thee accounts.

1997 1994
Eulls Paid ~ Oprions® O™ Opions™**  Fully Paid Chions*
Shares Shares
[ [ Phnnet 4,175413 100,000 750,000 465,278 200,000 300,000
Mr | Borhol 10,038,237 500,000 950,000 4449 sHI605 300,000
Ms (G Swahy [,142,096 300,000 700,000 125,000 154,000 300,000
Mr R W Crabb 3,603,175 00,000 700,000 171,178 800,000 300,000

The particulars of Direcrors” interests in dhares and oprions are as ar the dare of this repon.

* LUnlisted and exercisable ar 25 cents on or before 31 May 1999, pursiant 1o the Paladin
Resources NL Directors, Employees and Consuliants Share Option Plan.

“* Lnlisted and exercisable an 20 cents on or before 31 May 2000

*52 Lisred and exercisable ar 20 cents on or before 31 July 1999,

MEETINGS OF DIRECTORS

The fullowing tuble sets out the number of meetings
of the Company's Directors held during the year
ended 30 Jine 1997 and the number of meeting:

arrendded by ecach Director,

Meetings of Direcion

Mumber of meetings hild 12
Number of meetings amtended by:

D [ Duninet 9
Mr | Borsholfl 12
Ms G Swaby "
Mr LW Crabb I

INDEMNMITIES AND INSURANCE

The Company has not, during or since the cnad of
the fimancial yeor, i respect of any person whe is or
s been an officer or auditor of the Company or a

related body corporae:

o indemnified or made any relevanr agreement
for indemmifying mzainse a0 linhility, inclodinge
cunts sl expenses i successiully defending

Tegal proveedings or

o pald or agreed to pay o premiom in respect of
o contract insuring against a linbility for the

conts or experses o defend legal proceedings

IDATED ar Perrh rhis 26k doy of Seprember 15997

Signed in accordance with a resolution of Directors,

é// Of d?of/
1 Borshoff G Swaby
(Director)

{Director)
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BALANCE SHEETS
as at 30 June 1997
Cimsolidarad Pement Entity
Moges 1997 96 1997 1996
5 ] ] ]

CURRENT ASSETS
Cash i 552,619 1101673 446,175 1,101,836
Receivahles 4 89,315 15,792 85,505 15,79
TOTAL CURRENT ASSETS 641,934 1,117,665 531,680 1,117,628
NON CURRENT ASSETS
Receivables 5 . . 906,568 786,833
[nvestments [0 1,692,964 1,892,164 3,392,967 4,592,166
Property, Plant & Equipment 7 942,597 B04,645 187,025 112,823
Other 8 2,123,313 1,009.312 419,541 W11
TOTAL NON CURRENT ASSETS 4,858,874 5.506,131 4,906, 100 3,894,081
TOTAL ASSETS 5,300,808 10013, 79 5,437,780 7011, 709
CURRENT LIABILITIES
Accounts Payable 9 142,780 47,954 79,752 43,897
Porrowings 10 39,501 . 39,501
Prowisions 11 31,835 16,308 31,835 16,508
TOTAL LIABILITIES 214,116 64,192 151,088 62,205
NET ASSETS 5,186,692 6,949,504 5,286,602 6,949,504
SHAREHOLDERS' EQUITY
Share Capiml 12 9,952,503 9,000,003 9,952,503 9.000,003
Accumulared Losses {4.665,811) (2,050,499) (4,665,811) {2,050,499)
TOTAL SHAREHOLDERS® EQUITY 5,286,692 6,040 504 5,286,692 6,949,504
COMMITMENTS AND
CONTINGENT LIABILITIES 13

The accompanying notes form part of these financial statements.
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PROFIT AND LOSS ACCOUNTS
for the year ended 30 June 1997

MNares

Operating loss before abnormal items

and income tux

Abnormal items before income tax

Operating loss before income tax L4

ncome tax attributable to operating loss 15

Operating loss after income tax

Accumulaved losses at the beginning

of the financil year

Accumulated losses at the end of the

financial vear

Earnings per share 13

The accompanying notes form part of these financial statements

Comsolidated

Parent Entity

1997 1996 1997 1996

§ § § ]
491,012 1 058,648 491,112 1,058,645

2,124,200 2,124,200

2,615,312 | 058,648 2,615,312 | 058,648
2,615,312 1,058,648 2,615,312 1,058,648
2,050,499 991,551 2,050,499 991851
4,665,811 1050499 4,605,811 2050499

15



Cash flows from operating activitics
Payments tosuppliers and emplovees
Intenest received

Receipts from customers

Net cash outflow from operating activitics

Cash flows from investing activitics
Payiments for property, plant and equipnicnt
Exploration and evaluation expenditure
Purchnse of prospects

Payments for inveaments

Net cash outflow from investing activities
Cash flows from financing activitics

Loan of funds ro non-related entities

Loan of funds to conrrolled entities

Share placement

Net cash inflow [ (outflow) from
financing activities

Net decrease in cash held
Cush ar the beginning of the financial year

Cash at the end of the linancial year

STATEMENTS OF CASH FLOWS
for the year ended 30 June 1997

Comsoliduted Parent Entity

Moiees 1997 199 1997 1994
5 5 $ ]
(423,742) (336,376) (423,742) (336,376)

50,195 1321 483 50,195 131483

86,330 96,058 86,350 96,058
11 (2B7.217) (7.835) (287.217) {7.835)
(40,685) (45.687) {40,685) (43,6871
(563,354) (518,543) (387,637) (447.415)
- (25,000 - (25,000
{250,000) {2.042.164) 1250,000) {2.042,164)
(554,039) (2,931,394) 1678,322) {(2,560,276)

(400,000) - (400,000) -
. (282,125) (371,117)

952,500 952,500

552,500 270,375 {3TLILT)

(588,756) (2,939,119) (6Y95,164) (2,939,118)

1,101,873 4,041,102 1,101,837 4,041,065

3 513,117 1,101,873 406,673 1,101,837

The sccompanying motes form pure of these financial seements.

26




NMOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
30 June 1997

STATEMENT OF ACCOUNTING POLICIES

(A}

(B}

4]

Buasis of Accosmtiy
This general purpose financial report has been prepared in accordance with Accounting Standaeds, other mandatory professional reporting requirements

(Urgent lsses Group Consensaus Views) and the Corporations Law,

The accounts have been prepared on the basis of historical costs and do not ke into sccount changing money values or, excepr where stared, current
vithwitions of non-current wssets. The accounting policies have been consistently applied and have not changed from the previous year, unless otherwise

stated. Comparative mformation is reclasified where appropriate 1o enhance comparability.

Principles of Ceonsalidamon

The consolidated accounts incorporate the sssets and liabilities and results of all entities controlled by Paladin Besources ML as ar 30 June 1997 and the
resules of all controlled entities for the year then ended. Paladin Resources NL and its controlled entities together are referred o in chis financial repont
as the economic entity.  The effects of inter-entity transactions have been eliminated from the comsolidated accounts. Where controlled entities are

acquired during the year, their results are included only from the date control commences.

O acquisition of some or all of the shares in 0 conrolled entity, the identifiable net assets acquired are measured ar their fair value. The excess of the fair

value of the purchase consideration over the fair value of identifiable assets aequired (ie: poodwill) is amortised over a period of twenty yesirs,

Where o discount on scquisition arises, that discount is accoumted for by reducing proportionately the fair value of the non menetary assees acquired uneil

the discount is eliminated. Any residual discount is immediately recognised in the profic and loss account.

Exploration, Evaluation and Develogment Expenditure

Costs incurred during the exploration, evaluation and development stages of specific areas of inverest are accumulated. Such costs are written off unless
the Directors consider that the costs are expected o be fully recouped through the successful development of the area, or where sctivities to date have not
reached a stage 1o allow reasonable assessment regarding existence of economically recoverable reserves. Coats are written off as soon as an area has been

abandoned or is considered 1o be non-commercial.
Expenditure is not carried forward in respect of any anea of interest/mineral resource unless the Company's rights of tenure to that arca of interest are current.

Once production commences, expenditure accumulated in respect of arcas of interest will be amortised on a unit of production basis against the

economically recoverable mineral resources.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
30 June 1997

. STATEMENT OF ACCOUNTING POLICIES {Cont.)

(D} Eamnings Per Share
(i) Basic Earnings Per Share

Bawsic earnings per share i determined by dividing the operating result after income tax attriburable to members of Paladin Resources NL by the

weighted average number of ordinary shares on ssue during the financial year, adjusted for bonus elements in ordinary dhares fssued during the vear.

(i) Dilured Earnings Per Share

Diluted eamimygs per share wdjuses the figures wed in the determination of basic eamings per share by raking into account smounts unpaid on

ordinary shares and any reduction in earnings per share that will probably arise from the exercise of options on issue during the financial year.

(E)  Cash

For the purposes of the Statements of Cash Flows, cash includes deposits which are readily conventible o cash on hand and which are used in the cash

management function on & day-to-duy hasis, net of outstanding bank overdrfts.

(F)  Dau Bases
(i} Project Generation Data Base

The project gencration data base, which consists of unpublishied and generally unavailable exploration, geological and other dat, i recorded at
cont. The Dircctors consider that there ire presently no foreseeable limins to the useful life of this asset and sccondingly periodic mmortisation s not
provided in the financial statements. The service potential of the project generation data base is periodically reviewed 1o ensure that its carrying

amount does not exceed recoverable value,
{ii)  Technical Dara Base

The rechnical data base includes an extensive technical library and published exploration data. The Directors consider that this information

diminishes in value over time and accordingly periodic amortisation charges are raised on a straight line basis over o period of 10 years.

(G} Valuation of Nem-Current Assers

The carrying amounts of non-current assets are reviewsd to determine whether they are in excess of their recoverable amounes at balance date. If the
carrying amount of o non-current asset exceeds the recoverable amount, the aset i written down o the lower amount. Unless otherwise stated, in

assessing recoverable amounts, the relevant cash flows have not been discounted to their present value.
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NOTES TO AND FORMING PART OF THE FINAMCIAL STATEMENTS
30 June 1997

OPERATING REVENUE

Ohher revenue

-~ interest received from other comporations
< sub-underwriting fee

- sundry income

- proceeds on sale of renement

CASH

Cash at bank amd on hand
Bank hills

The above figures are reconciled o cash m the end
of the financial vear as shown in the Statements

of Cash Flows ar follows:

Balances as above

Less: Bank overdraft  (Mote 100

CURRENT RECEIVABLES

Sundry debtors

NON CURRENT RECEIVABLES

Loun to controlled enrities
- unsecured

|.l“5!’- provision f'l.'l'l' NOm-recovery

Consolidated Perent Enticy
1997 199G 1997 19594
§ i $ 5
35,196 159,791 35,196 259,191
68,750 68,750
23,978 27,308 23,978 27308
275,000 275,000
334,174 155,549 34,174 155,849
109,626 108,252 3,152 108,216
442,995 993,621 442,993 993,621
351,619 1,101,873 446,175 1,101,837
352,619 1,101,873 446,175 1,101,837
{39,502) (39,502)
513,117 1.101,873 406,673 1,101,837
89,315 15,792 85,505 15,792
- 2,028,990 1,746,564
. {1,122,422) {960,031}
' 906,508 786,833
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

30 June 1997

Comspdiclared Parent Entiry
1997 1996 1997 1996
s b3 8 :
6. MNON CURRENT INVESTMENTS
Listed investment « at cost 3.817.164 1,592,164 3,817,164 1E01 164
Less provision for non-recovery (2,124.200) 12,124,200)
Listed investment = ar Directors’ valuarion 1,692,964 1594, 104 1,692,964 1.594,164
Shares ar cosr - conrrolled entity . 1,700,002 1,700,002
1,692,964 1,897 164 3,392,967 4.591,166
The marker value of shares and options listed
on a preseribed stock exchange * 1,206,950 2,025,644 1,206,950 2,025,644

The provision against the value of the listed investment, being shares in Gullewa Gold NL, is considered o prodent move by the Directors and refleces the lower

share price of Gullewa, caused by the penernl downtum in the gold secvor. The Board of Paladin is confident, however, that the recent fundraising and

subsequent focus on advanced explamtion, including deilling, will see an improvement in the marker capitalisation of Gullewa.

A 30 June 1997, 3,400,000 listed options held in Gullewn expired.

Investment in Controlled Entities

Name Conntry of Percentuge Cemuribugion to Clerst of Parene
Incorporation Intevest Held Consolidased Entits's
Loss Afeer Income Tax Inuestmen
1997 1996 1997 1996 1997 | 9hs
L] $ $ 5
Paladin Resources NL * Australia Parent Entity Parent Entity 2,452,920 407,200 .
Eden Creek Pry Led Australin 100% 100% 162,392 651,448 1,700,002 1,700,002
Paladin Energy
Minerals NL.  * Australia 100% . - 1
2,615,312 1,058,648 1,700,003 1,700,002

All investments comprise ordinary shares and all shates held are unquored.

* These entities are audited by Coopers & Lybrand,
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
30 June 1997

Consolidated Pasent Entity
1997 1956 1997 19596
$ $ $ 5
NON CURRENT PROFERTY, PLANT & EQUIPMENT
Plane and equipment - at cost 390,148 349,768 390,148 149,768
Less prowision for depreciation 203,123 136,945 203,123 136,945
187,025 212,823 187,025 212,523
Technical database - ut cost 262,500 262,500 ’
Less amorsation 96,214 69,964 -
166,286 192,536 3
Project generation database - ar cost 589,186 589,186 -
942,597 994,645 187,025 212,823
NON CURRENT ASSETS - OTHER
(a)  Exploration Expenditure
Opening Balonee 2,004,322 2,059,100 302,259 107,094
Movemenzs:
- Acquisition costs - 25,000 - 15,000
- Direct expenditure for the year 642,520 832,154 409,669 476,863
« Clost of renement sold (244,916) . (244,916)
Expenditume written off {183.613) (931.932) (47.471) (306, 608)
2,218,313 2,004,322 419,541 02,259
(k) Mines Department Bonds 5000 5,000 -
2,223313 2,009,322 419,541 302,259
ACCOUNTS PAYABLE
Trade credivors and sccruals 142,780 47,984 79,752 45,897
CURRENT BORROWINGS
Unsecured bank overdraft 39,502 ‘ 39,502
CURRENT PROVISIONS
Emploves enritlements 31,835 16,308 11,835 16,308
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ib)

fe)

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

SHARE CAPFITAL

Paid Up Capital
Ordinary shares of 20 cents each fully paid

Issued Capiral

lssued $0.20 fully paid ordinary shares

asar | July 1995 & 1996

Placement at 9 cents per share (Dec 1996)
Placement at 15 cents per share (Mar 1997)
lssued $0.20 fully paid ordinary shares

asar 30 June 1997

Issued Options

30 June 1997

Paladin Resources NL Directors, Employees and Consultants

Share Option Plan Unlisted and exercisable ar 25 conts, on or before 31 May 1999

Balance at 1 July 1996
lssued during year

Less bapsed during year
Balance ar 30 June 1997

Unlisted and exercisable at 10 cents, on or before 31 July 2000.

Balance at 1 July 1996
Fssued during year

Balance ar 30 June 1997

Comsodidared Parent Eniry
1997 19946 1997 1996
5 5 $ 3
55,250,015 46,500,015 9,952,503 0,000,003
MNumber of Shares Par Vialue [iscoumt Total
$ 3 3 $
46,500,015 9,300,003 (300,000) 9,000,003
6,000,000 1,200,000 {660,000 540,000
2,750,000 550,000 (137.500) 412,500
55,250,015 11,050,003 (1,097,500) 9,952,503
Mumber of (ptioms
1997 199
1,985,000 1,985,000
120,000
(15,000)
2,000,000 1,985,000
230,000
230,000
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

30 June 1997

SHARE CAPITAL {Conr.)

Unlisted and exercisable at 20 cents, on or before 31 July 2000.
Balance at | July 1996

ltaneed during year *

Balance at 30 June 1997

* Auaching to December 1996 placement

Unlisted and exercisable ar 35 cenrs, on or hefare 30 July 2000

Balance at | July 1996

Issieed cuiring year

Balance ar 3 June 1997

* Consideration for Yilgam Gold Joint Venrure

COMMITMENTS AND CONTINGENT LIABILITIES

1997

4,500,000

MNumber of Oypions
1996
§

4,500,000

1,500,000

1,500,000

There were no outstanding commitments or contingent liabilities, which are not disclosed in the financial statements of the economic entity and the Company

as ot 30 June 1997 other than:

Exploration Tenement Leases - in order o maintain the renements in which the Company and other parties are involved, all parties are commiteed 1o meet

the conditions under which the renements were granted in accordance with the relevant mining legistation in Ausralia. These commitments relate to tenement

lease rentals and the minimum expenditure requirements of the Western Australian and Northem Territory Mines Departments attaching to the tenements and

are subject to re-negotintion upon expiry of the exploration leases or when application for a mining licence is made. In 1997/98, estimared outlays by the

Company and the economic entity are $441.075 (1996:5524.133). Commitments beyond 199798 are dependent upon whether existing rights of renure are

renewed or new rights of tenure are acquired.

Joint Venture Commitments - the Company and economic entity have the following cumulative commitments in respect of explomtion joint ventures o

which they are farming-in and are not provided for in the accounts.

Consolidated

1997

Mot later than one year “

1997
5

Parent Entiry
1996
5

150,000
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(a)

(k)

MOTES TO AND FORMING PART OF THE FINANCIAL

OPERATING LOSS

Oyperating loss has been determined after:

Charging as an expensee:

Depreciation of property, plant and equipment
Amortisation

- formation expenses

« technical damabase

Toral amortisation

Other charges against assets:
Provision for non-tecovery of intercompany loan

Exploration expenditure written off

Abnormal ltem:
Write down of investment o recoverable

amount (nil mx effect)

Other provisions:

Employee entitlements

Crediting as income:
Interese received from other corporations

Profit on sale of renement

X BT
cvh ATe

30 June 1997

STATEMENTS

Comsoficnred
1997 1996 1997 1996
£ $ ] 5
66,178 by, BT 66,178 66,6897
- 56,951 » 36,952
26,250 16,214 .
26,250 £3,166 - 36,952
- 162,392 651 449
183,613 931,932 47,471 306,698
2,124,200 2,124,200
15,527 17 15,527 77
35,196 259,191 35,196 159,791
30,084 30,084
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

30 June 1997

Consolidated Parent Entity
1997 1996 1997 1996
] 3 8 $
INCOME TAX
The ageregate amount of income tax attributable to the
financial year differs by more than 15% from the amount
calculared on the aperating koss
The differences are reconciled as follows:
Operating loss before income tax (2,615,312) (1,058,648) (2,615.312) (1,058,648)
Income tax {benefit) caleulated at 36% (1996: 16%) (941,512) (381,113) (941,512) (381.113)
Tox effect of permanent differences:
Mon-deductible amortisation . 10,039 10039
Non-deductible expendirure £9,196 347,512 89,196 147,512
{832,316} (3,662) (852,316) {3,662)
Tax benefit not recognisedf{claimed) 852,316 3,662 852,316 3,662
Income tax arrributable ro operating loss - -
The Direcrors estimate thar the potential furure
income tax benefit at 30 June 1997 in respect of
tax losses not brought 1o account i 1,447,980 703,307 741,094 136,530

This benefit for tax lostes will only be obtained if:

(i)  the economic entity derives furure assessable income of a narure and of an amount sufficient 1o enable the benelit from the deductions for the losses to

be realised;

(it} the economic entity continues to comply with the conditions for deducibility imposed by tax legislarion; and

{iil} no changes in ax legisldon adversely affect the economic entity in realising the benefit from the deductions for the losses,

Comsolidisted Parent Entity
1997 199 1997 1996
§ ] 5 5
AUDITOR'S REMUNERATION
Remumeration for audit or review of the financial repors
af the parent entity or any entity in the economic entity:
Audirors of parent entity 11,427 9,700 11,427 9.7
Remuneration for ather services by the
parent entity audivors 1,520 . 1,520
12,947 9,700 12,947 9,700
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(a)

(b}

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

30 June 1997

Directors of Entities in

Direceors of Parent

the Ecomomic Entity Entiry
1997 1996 1997 1996
3 § $ $
REMUNERATION OF DIRECTORS
Income paid or payable, or otherwise made available
1o directors by entities in the economic entity
and relared parties 315,387 155414 315,387 155,414
Number of parent entity Directors whose toral
income {rom the parent entity or related parties
wis within the following bands:
10000 519990 - | o, 1
40000 $49999 1 b | 1
30,000 w  $59999 1 |
$60000 w $69999 i 1
$150,000 w 5159999 1 1 1 1

Inchided in the above are consulting fecs. Consulting fees in the fiorm of management fees and geological fees were paid during the year in the nomal course of

business to firms of consultants, of which Directors are the principals,

REMUNERATION OF EXECUTIVES
Che executive received $150,000 during the year
ended 30 June 1997 (199%: 1 exccutive $150,000).

SEGMENT REFMORTING

The economic entity operates in the mining and exploration industry in Australia,

RELATED PARTIES

Reluted purties of Paladin Resources NL fall into the following categories:

Diirectors

The following persons were Direcrors of Paladin Resources ML duning the finaneial year:

13 Dunner

| Borshoff
(3 Swaby

R W Crabb

Remuneration of Directors is disclosed in Mote 17.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
30 June 1997

RELATED PARTIES (Cont.)

Traneactions with director-related entities

The following transactions with Directors and director-refared entities occurred during the year on nomual commercial terms and conditions:
(i) Fees for geological and consulting services were paid to o company in which | Borsholf is a director and shareholder;

(i) Fees for peological and consulting services were paid to a company in which I Dunner i a direcror and sharcholder;

(Hii)  Fees for company secretarinl services were paid tooa company in which G Swaby is o dicecror and shareholder; and

(iv)  Fees for legal services totalling $39,523 (1996; $25,414) were paid w Blakiston and Crabb, Solicivors, a fim in which R Crabb is a pariner.

Agpregate amount of each of the above rypes of transactions with Direcvors and thelr direcror-relared enriries were as folkows:

Comsolicsed Piarent Entity
1997 1996 1997 1945
§ 5 5 5
Geological and management consulting fees 315,387 218,728 $15,387 218,728
Legal services 19,523 15414 39,523 25414
Directors' holdings
Appregate number of shares and share options of
Paladin Resources NL held directly, indirectly or
beneficially by directors ar their director related
entities ot balance dure:
1997 1996
Number Numbser
Shares Options * Shares Ohptions *
D Duniner 3,342,857 300,000 200,000 300,000
| Borshoff 9,149,348 500,000 BELA015 00,000
i Swaby 892,096 300,000 154,000 300,000
R Crabb 2,047,619 300,000 800,000 300,000

* unlisted, exercisable ar 25 cents on or before 31 May 1999,
Refer to Note 21 regarding issues of oprions o Directors subsequent to 30 June 197,

Wholly-owned Group Transactions

The wholly-owned group consists of Paludin Resources NL, the ultimare parent enticy and the wholly-owned conolled entities set our in Note 6. Transactions
between Paladin Resources ML and its controlled entities consist of the transfer of funds amongst the companies for day to day financing, Inter-company balances
are unsecured and are not interest bearing. The balance in respect of inter-group loans is set our in Note 5.
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(k)

MOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
30 June 1997

EVENTS SUBSEQUENT TO BALANCE DATE

There has not arisen in the interval berween the end of the financial year and the dore of this reporr any irem, rransacrion or event of a marerial and unusual
nature likely, in the opinion of the Directors of the Company, to affect substantially the operations of the economic entity in subsequent financial years with

thee exception of!

Fundraising

In Seprember 1997 the Company finalised an underwritten entitlement issue (1:4 at 9 cents per share together with o free araching 31 July 1999 oprion, on a
1:2 basts, exercisable ar 20 cents) and placemenr, mising $2.25 million in additional working captial. In particular, this will be utilised on projects within the
Paladin Brighestar Joint Venture and rhe acquisition of new uranium oppormunities through exploimtion of Paladin's extensive darabase. The fundraising referred

to above results it an increase mnisued capital to 80,173,627 fully paid shares ind 12,461,800 listed options.

Issaee of Ojptioms

At an Extraordinary General Meeting held on 15 Auguse 1997 shareholders approved the issue of a total of 3,100,000 unlisted incentive options to Dirctors,
exercisable ar 20 cenes on or before 31 Moy 2000, Sharcholders also approved the issue of 1,000,000 unlisted oprions, exercisable ar 20 cents on ar before 31
May 2000, to D | Carmichael Pey Limited or its nominee, as part of the underwriting fee structure relating to the fundraising.

The financial effect of the above two evenes has not been brought to account at 30 June 1997,

Comsolidated Parent Entity
1997 1996 1997 1946
L] $ $ §

RECONCILIATION OF NET CASH OUTHLOW FROM OPERATING
ACTIVITIES TO OPERATING LOSS AFTER INCOME TAX
Operating loss after income tax 2,615,312 1,058,648 2,615,312 1,058,648
Mon cash items:
Depreciation and amortisation (92,428) (150,064) (66,178) (123,549
Exploration expenditure written off (183,613) (9311,932) (47,471) (30%.698)
Provision for non-recovery of intercompany loan - . (162,392) (651 449)
Change in operating wssets and liabiliries:
Provision for non-recovery of investment (2,124,199} . (2,124,1949) -
Profir on sale of renement 30,084 . 30,084
(Decrease)fincrease in trade debrors 70,668 (1,281) 70,668 (1.291)
Decrease/{ increase) in operating liabilities (28,607) 31474 (28,607) 2474
Net cash outflow from operating activities 187,217 7,835 287,217 7,835

Naon-cash financing and investment activities

(i) In November 1996 the loan made to Gullewn Gold KL of 3400000, in the form of a Convertible Nove, was converted at the rate of 6.7 cents per share
resulting in the issue ro Paladin of 5,970,152 fully paid shares in Gullewa,

(i) In April 1997 Paladin sold ies 50% interest in the Sale River Joint Venture back to Gullewn Gald NL, the considerarion being 6,875,000 fully paid shares

in Gullewn rotalling $275,000.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
30 June 1997

Comspdidared
1997 199G
{eemts) {cenix)
EARNINGS PER SHARE
Basic Loss Per Share (5.18) (1.28)
Weighted averape number of onlinary shares on issue during the vear weed
in the calculation of basic eamings per share 50,452,070 46,500,015

Diluted Earnings Per Share
Dilured eamings per share has not been disclosed as it is not materially different from the basic eamings per share.
Information concerning the clasification of securities options granted are not considerd w be potential ordinary shares and have not been included in the

determination of diluted eamings per share. Details relating to the options are set out in Note 12(c).

Pavent Entiry
1997 1996
§ $
EMPLOYEE ENTITLEMENTS
Prowision for Annual Leave & Long Service Leave Aggregare employment entitlement liabiliny 31,835 16,308
Superannuation

A superannuation plan has been established by the parent entity for the provision of benefits 1o employees on retirement, death or disability. The plan's benefits

have been designed 1o comply with the appropriate Occupational Superannuation Legislation requirements.

The plan is an accumulation style fund whereby a member's benefie equals the rotal contributions w the fund on behalf of the member plus investment income eamed,

less the cost of insmance, tax and sdministration costs charped. Because of the nature of the plan, there are adequate funds o satisfy all benefits to employees.
Contributions by the parent entity represent o defined percentage of each employee's salary. Emplovee conrriburions are voluntary.

There s no legally enforceable obligation on the parent entity to contribute 1o the superannuation plan other than rthar directly associared with the

Ueeupational Superannuation Legiskation requirements.

Employee Share Option Plan

On 21 June 1994, sharehiolders approved the introduction of the Paladin Resources NL Directors, Employees and Consultants Share Option Plan (“the Plan™).
The number of options isued from time to time pursuant o the Plan shall not exceed 10% of the rotal issued shares in the Company from rime o time. On 8
September 1994 the Company issued 1,985,000 unlisted oprions exercisable ar 25 cents on or betore 31 May 1999, pursiant to the Plan to 10 paricipants with

a further 120,000 tsued on 30 June 197 ro I participants on the same terms and conditions.

During the year ended 30 June 1997, 15,000 options lapsed. On 24 Janusary 1997, 230,000 unlisted options exercisable ar 30 cents on or before 31 July 2000
were bssued 1o 6 participants, pursuant 1o the Plan, The number of unissued ordinary shares under options issued purssant fo the Plan at the date of this repart
ts-2,320,000.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
30 June 1997

EMILOYEE ENTITLEMENTS (Cone.)

The Company is of a kind referred to in the class order issued by the Australion Securities Commission dated 8 Murch 1994, under which the Directors are
relieved from the need 1o disclose the names of all employees and relevant details in respect of options granted 1o those employees under the Plan. The Directors

have availed themselves of the relief granted wnder this elnss onder.

Mo persons entitled ro exercise any oprion referred ro above has or had, by virrue of the opraon, a right 1o participate in any share e of any other body corparare,

JOINT VENTURE INTERESTS

The Company is o participant in the following joint ventures as at 30 June 1997:

Joint Venuiere Liocaziom Principal Aceivity %
Palisdin Brightstar [V Australin wide Uranium exploration 30
Yilgarn Gold |V WA Gold explosation 50

The Company’s agregate interest in the assets and liabilities of each of these joint venrures is reflecred in the following categories in the financial starements:-

1997 156
-] $
Exploration expenditure capitalised 96,755
Cashy ar bank 106,206
Current receivables 3,810
Current credinors (52477}
154,324

ACQUISITION OF SUBSIDIARY

On 23 December 1996 the Company acquired 100% af rhe sued capital of Paladin Energy Minerals NL (ACN 073 700 393) being one fully paid share at a

total cost of $1.00, The asses comprised $1.00 cash ar the time of acquisition.




In the opinion of the Direcrors:

(a}  the financial statements set out on pages 24 to 40 are drawn up in accordance with Divisions 4, 4A and 4B of Parr 3.6 of the Corporations Law and 0 as to give

a true and fair view of:
(i) the state of affairs as ot 30 June 1997 and the loss for the financial year ended on thar date of the Company and the economic entity; and
(i) rthe other matters with which they deal;

(hY  ar the date of this ststement there are reasonable grounds o believe that the Company will be able ro pay ies debes as and when they fall due,

The financial statements are drawn up in accordance with applicable Accounting Stundands and oeher mandarory professional reporting requirements (Urgent lssues
Ciroup Consensus Views),

Signed at Perth this 26ch day of September 1997 in accordance with a resolution of the Directors.

af,é;/% pfgzae

| Barshotf { Director) (5 Swaby (Direcror)
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TO THE MEMBERS OF PALADIN RESOURCES NL

SCOPE

We have audited the financial statements of Paladin Resources NL for the financial year ended 30 June 1997 s set out on pages 24 10 41, The financial statements
include the consolidated accounts of the economic entiry comprising the Company and the enriries it contmlled ar the year end or from time to time during the
financtal year. The Company's directors are responsthle for the financial statements. We have conducted an independent andir of these financial statements in order

10 express an opinion on them to the members of the Company,

Our audit has been conducted in accordunce with Australian Auditing Standards 1o provide remsonable asurunce s to whether the financial statements arc free from
miarerial misstatement. Our procedures included examination, on a test basis, of evidence supporting the amounts and other disclosures in the financial stazements,
and the evaluation of accounting policies and significant accounting estimates. These procedures have been undertaken to form an opinion as o whether, in all
material respects, the financial statements are presented fairly in accordance with Accounting standards, other mandatory professional reporting requirements {Ungent
Issues Group Consensus Views) and statutory requirements so as to present a view which is consistent with our understanding of the Company’s and the economic

entity’s financial position, the results of their operations and their cash flows.

The name of the controlled entiry of which we have not acted as audivor i Eden Creek Pry Ld. We have, however, received sufficient information and explanations

concerning this controlled entiry to enable us to form an opinion on the consolidated accounts.

The audit opinion expressed in this report has been formed on the above basis.

AUDIT OPINION

In our opinion, the financial statements of Paladin Resources ML are properly drawn up:

(@) 50 as w give a true and fair view of:

() the state of affairs as at 30 June 1997 and the loss and cash lows for the financial year ended on that date of the Company and the cconomic entity; and
(i) the other mateers required by Divisions 4, 4A and 4B of Part 3.6 of the Corporations Law to be dealt with in the financial stitements;

(b) i accordance with the provisions of the Corporations Law; and

(¢} inaccordance with applicable Accounting Stundards and other mundatary professional reporting requiremenis,

A it
COOPERS & LYBRANIY
Chartered Accountants

John O'Connor

Partner

Perth, Western Australin
26ch September 1997
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Pursuant 1o the Listing Requirements of Australian Stock Exchange Limited as at 16 Seprember 199

{a)

{h)

(c)

Neamber
Shareholders Opeiomhalders
Distribution
L - 100 2 2
1,001 . 5,000 33 173
5,001 . 10,000 140 4%
10,001 - 100,000 504 62
100,001 - maximum %5 11
7 19
} sharcholders hold less than n marketable parcel of shares.
83 optionholders hold less than a matketable parcel of shares.
Substantial shareholders {5% or more of issued capiral)
| Borshoff and associated companies 10,038,237 shares
[ Dunnet and associnted companies 4,273,413 sharcs
The rwenty bargest sharcholders hold 53.71% of the woral shares isswed.
Holder No. of Shares %
Aylworth Holdings Pry Ltd 9948237 14.40
Owemighe Nominees Py Led 6,835 850 0.90
Shar Holdings Py Led 1,963,890 1.9
Uranex Resources Lrd 2,177,778 402
Westessa Holdings Poy Lod 1947619 181
Grundy Mominees Pry Led 1,586,806 130
Aurex Pry Lid 1,309,523 1.90
Orebo Pry Lad 1,290,606 1.76
Rrinn Lee & Audrey Lee 1144444 1.66
Strategic Consultants Pry Led 1. 142,006 1.65
Sequentes Pry Led 026,667 1.34
Tilbda Nominees 843,730 1.22
Planmoer Investments Py Led 821,500 119
Berne Ma: 132 Mominees Py Led 712,500 1.03
Darkdale Pry Led 625,000 0.90
RW & C) Crabb 555,356 080
SR Llewelyn 539,000 0.78
Underpass Holdings Pry Lid 437,500 0.63
Dr L E Pretorius 400,000 0.58
Jarota Investments Pry Lud 375,000 0.54
37,183,531 5171
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The rwenry larpest optionholders hald 73.38% of the towl oprions issued.
Holder No. of Opioms %
Uranex Resources Lid 1,358,880 20.11
Chernight Mominees Pry Lid 721,143 1044
Aylworth Holdings Pry Lad A 444 644
Grundy Nominees Pry Lrd 350,903 552
Shar Holdings Pry Led 134,326 4.54
Orebo Pry Lod 309,903 449
RW & C] Crabb 177,778 4.02
BL & A Lee 121112 312
Aurex Pry Lud 130,952 1.0
Srravegic Consuleants Pry Led 125,000 1.8]
Foskin Pry Lud 108611 1.57
Arredo Py Lud 87,500 1.27
Tilbia Nominees Pry Led 84,375 .22
Sequentes Pty Lid 83,333 1.11
Berne No: 132 Nominees Pry Lrd 71,250 103
Foghell Nominees Pry Led 64,250 0.93
Darkdale Pry Led 62,500 0.0
lkin Management Pry Lud 59712 086
Commerce Pry Led 35,556 (.80
DM Oliver 55,356 (.80

5,068,213 7338

Woting rights

For all shares, voting rights are one vote per member on a show of hands and one vote per share in a poll.

Restricted Securitics

The Company has on issue 1,500,000 options, exercisable at 35 cenes on or before 31 July 2000, due for release from escrow in August 1998
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E{A}
MiA)
EL
EL{A}

Mining Tenements held —

Project Tenement
FALADIN 100% & FARM OUT PROJECTS
Western Australia
[Trrmsville 2E%
Turee Creck IE%
4EAS
Lake Roe E'
Swan Lake Joint Venture 1E
Nothern Territors
Lirehfickl 1EL
Brumby Joint Venture 2ELs
Margaret River Joint Venture 2EL
Davenport IELA
Harches Creck 1EL

IALADIN BRIGHTSTAR JOINT VENTURE

Westérn Anstralin

Ponton HEA'

Giscoyne IEA

South Australio

Lake Eller 1EL
IELA

Curnamona Uranium Joinr Venrure 4ELs

Siccns Joine Venture SELs

Morthern Tervitory

Napperhy IELAY

N E Arunta 1ELA

Exphmiion Likonee (WA)

Explorution Licence Application (WA)
Mining Lease Application (WA)
Explomeion Licence (NT)

Explomution Licence Application (NT)

Ingerest %

100%
5%

100N
20%
0%
W
%

0k
0%

50%
S0%
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100% }

IV Purenenfs

Mewcrest Operations Lud
Aberfoyle Resources Ld

Acacia Resources Lul
Acacia Resources Lud
Mormandy Gold Py Led
Mormandy Gold Pry Led

Brightstar Power Corporation Pry Lid

Brightstar Power Corpararion Pry Lid

Brightstar Power Corporation Pry Lul

Brightstar Power Corporation Pry Lid
& Goldminea NI

Brightstar Power Corperation Py Lid
& Signature Resources ML

Brighrstar Power Corporation Pry Lud
Brighrstar Power Corporation Pry Lud

Ulperator

Newerest Operations Lid
Aberdoyle Resources Lud

Acacia Resources Lud
Acnacia Resources Lud
Noarmanidy Gold Pry Lul
Mormandy Gild Pry Lud

Paladin Resources ML
Paladin Resources ML

Palndin Resoarces NL

Paladin Resources NL

Paladin Resources ML

Paladin Resources NL
Paladin Resources ML



L5t Floor, 245 Churchill Avenue
Subinco, Western Australia 6008
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