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Company Snapshot

he main emphasis of the activity during the past | 2 months has been to conisolidate and build upon the
framework Paladin had established during the preceding year. Through its strategic alliances, Paladin
further strengthened its sranium position securing 70% of the prospective ground in the Frome vegion and
has identified an excellent pold project for joint venture farm-in in the highly prospective Kambalda region.

The key objective of acquiring seranium projects having contained resources amenable to the desivalle in-situ leach (15L)
mining method was also successfully achieved. Acquisition during the year of the Manyingee and Oobagooma Deposits in
Western Australia and the Kayelekera Deposit in Malaur in Southern Africa has enabled the Company to be propelled
onto the internaional wraniem scene placing it in the top quartile of the emerging wranivm producer category worldwide.
Development of these projects, which have had a wotal of $30 million spent by reviows compenies on exploration, pre-
feasibility and feasibility works, will provide the basis of growth for the Company.

Paladin believes it has the comect blend both of relevant deposits suitable for development and exploitation by a junior
company, and high qualicy exploration projects to further assist its growth.

Establishment of its 20F registration in the USA completed in pavallel with the growth and development of its project asset
base gives the Company a sound base from which to access new mvestor mterest to fund support for its futre effort.

Performance Indicators

THE FUTURE
* Commence feasibility study on
Manyingee deposit.
¢ Complete economic review of final
ACHIEVEMENTS feasibility study on Kayelekera deposit.
* Establishing as a significant * Continue aggressive project acquisition
uranium player in Australia. efforts and increase current uranium
* Three uranium deposits acquired e
giving a tolal resource inventory * Maintain focussed exploration in Frome
of 64 million Ibs of uranium. and Ponton joint venture project areas.
* Frome position consolidated - e Commence exploration on Kambalda
exploration in progress. West gold joint venture project.
* High quality exploration gold * Create new opportunities via joint
project established. ventures and knowledge/database
® 20-F Registration in USA completed. -

* Consolidate and develop the USA
shareholder support base utilizing the
20-F Registration facility.




Chairman’s Letter

Considering the general downtum over the past 12 months across the Australian resource sector it is rewarding thar Paladin is
showing a resilience to this trend. 1 believe this is largely due to the counter cyclical strategies adopred by your Board and
which now offer exciting possibilities for the future,

The downtum in gold price has meant that interest in this commodity is subdued with sentiment falling 1o an all rime low.
The shift by Paladin into the uranium sector has been well timed and justified by the combinarion of in-house expertise,
privileged knowledge and the opportunity this commaodity represents, providing an excellent basis for growth.

After rationalising our existing gold projecrs through farmeour and relinguishment, the Company initiated aggressive moves o
re-establish and revimlise its chances of success. In the 18 months since we became involved in the uranium sector we have
developed a comprehensive and complementary project portfolio.

With the recent acquisition of the Manyingee and Oobagooma deposits, the Company has positioned itself 1o become the
premicr in-situ leach group in Australia. In addition, the Kayelekera Uranium deposit in Malawi, Southern Africa not only
provides a significant and high grade deposit bu also offers geographic diversity essential to the longer term development of
the Company's asset base. This represents a combined resource of 64 million lbs of uranium now placing Paladin in the wop
quartile of cmerging uranium producers worldwide.

Paladin has also built up a high quality exploration package again focussed on in-situ leach rargets. Your Board believes that
only uranium deposits amenable to in-situ leaching can successfully compete, both on cost and environmental terms, with the
large uranium mining operations such as the Ranger deposit. This approach will enable Paladin to fill a potentially very
rewarding marker niche. In conjunction with its joint venture partners, Paladin has continued o consolidate its position in
the Frome where the Company now holds 70% of the priority explomtion ground in this exciting region. Efforts for discovery
in this highly prospective area are a priority where it is expected thar two other companies will proceed w develop in-situ
leach mining operations at Beverley and Honeymoon in the next 12 months.

Fifteen months ago a genermtive joint venture was established with Ranger Minerals NL to target projects with resource
potential for greater than 1,000,000 oz of gold in the Yilgarn region. The Kambalda Wesr Project has resulted from this
focussed effort. This large tenement package simared in the heartland of major deposits offers excellent porential for discovery.

Completion of our 20F registration in the USA was an integral part of the Company strategy. With the successful 20F filing
the Company now has the opportuniry ro access the huge USA investor marker and this key ingredient will be vital to assist in
Paladin's furure growth.

The decision by Paladin to focus mainly on explomation and development of uranium projects is, your Board believes, correct.
The increased demand for uranium in the mid to long term is assured. Electricity is the single greatest global resource which is
lacking in supply and limiting social and economic development. Increasing supply of electrical power is eritical and is
forecast o double in the nexe 50 years to meer projected demands.

Nuclear energy, which already supplies 17% of the global electricity, is able to provide base load power with zero preenhouse
gas emisstons. Global warming, greenhouse gas emissions and the coal, oil and gas burn up are inextricably linked and are now
being seriously scrutinized at an international level in a bid w alleviate the looming planetary crisis. At the 1997 Kyoto
Conference emission guidelines were agreed which, when adopred, will result in a significant reduction in greenhouse gas
emissions and thus create an added opportunity for nuclear power. Nuclear power represents the only proven, clean enengy
source capable of meeting large scale, base load eleciricity demand,

Paladin, by establishing itself in the uranium sector, has placed itself in o prime position 1o take advantage of this opportunity
anel thus benefit its shareholders,
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Nuclear
generation has
already been
proven to be a
major factor in
restraining
greenhouse gas
emissions around

the world.

Nuclear Power

- the essential partner in the 21st century

MAKING CLEAN ELECTRICITY

Muclear generation his alresdy
been proven to be a major factor
in restraining greenhouse gas
emissions around the world. Large
scale commercial nuclear power
generation, which began in 1958
and currently includes 440 nuclear
units, has avoided the release of
over 8 billion tonnes of carbon
dioxide into the avmosphere.
Currently 17% of global
electricity is produced using
nuclear energy which s almaost as
much as the contribution of hyvdmo
electric power.

Hyibro electric power generation
facilities have been developed for
abour one-hundred years. Most of
the suitable sites near arcas of
high demand for power are
already developed and further
expansion is limited. Nuclear
power, although a relatively young
and still developing technology,
remains the only proven
greenhouse gas free technology
capable of meeting the large scale
electricity generation demands of
the next cenrury,

Geothermal Solar,
Wind & Biormass

Nuclear power generation does
prowdioce high level nuelear fuel
waste products. However the
fundamental difference is thar
only a very small volume is
created and ALL of these wastes
are fully contained at the sire.

Long term storage and disposal
alternatives have now been
developed and with exhaustive
environmental assessment of the
concept, long rerm deep
geological disposal sites will be in
place early next century,

A unigue aspect of nuclear waste
management s thar all of the
costs associated with the shon
and medium term storage, as well
ns the ultimate disposal of the
high level waste, are included in
the price of the electricity
supplied ro the consumer.

This is not the case with power
generation technologies using
fossil fuels.

Fuel Source for Global Electricty Supply (1996)

Coal
43%
Hydro
9%
Source: BF 'World Review



Review of Operations

The Paladin operational activities
uranium, with subordinate effort
focussed on gold. This involves a
total of 19 projects (see Figure 1).
The Company currently hos 12
uvranium projects with nine of these
in joint venture. The Manyingee,
Oocbagooma and Kayelekera

uranium deposits comprise the three

recently acquired resource projects,
The seven gold projects include six
joint venture projects, two of which
Paladin is manager and the
remainder are farm-outs.

URANIUM ACTIVITIES

URANIUM DEPOSITS

In Junc 1998 Paladin, through its wholly owned subsidiary
Paladin Energy Minerals NL, acquired 2 100% interest in the
Manyingee and Oobagooma Uranium Deposits in the
Onslow and Kimberley arcas of Western Australia. These
deposits have the potential to be mined using the I1SL
method and, combined, contain a global mferred resource
between 14,000 ro 20,000 £ (31 million wo 45 million lbs) of
uranium oxide at a grade in the range 0.12% ro 0.14% U30g.

Outside the Beverley and Honeymoon deposits in the
Frome Basin, Manyingee represents the only other known
advanced 15L project in Australia. Oobagooma provides
one of the last known 1SL advanced explomation projects
remaining in Australia,

Acquisition of these projects completes the vital
component of the Company’s stated strategy to develop an
attractive resource base with the real possibilitg of early
production start-up and 10 enable Paladin w become the
premicr 1SL group in Avstralia. In addition, the
acquisition through farm-in in February 1998 of the
Kavelekera Deposit in Malawi, Southern Africa, adds a
further 11,640 t of U30g grading 0.187% 1o the Company's
growing resource inventory,




Manyingee Deposit - Western Australia
(Paladin 100%)

The Manyingee Deposit is situated in the West Pilkara
region of Western Australia, 85km south of the township of
Onslow (figure 1), The project is covered by three Mining
Leases, granted May 1989 covering a total of 1,567 hectares.

In June 1998, Paladin acquired Manyingee offering staged
payments over a two year period totalling $3,250,000. A
1% rowalty will be payable on production.

Uranium exploration commenced in the region in 1973,
Uranium explotation was carried out by Total Mining
Australia Pry Ld from 1973 until 1984 drilling a toeal of
Q00 holes. Trial field resting of the in-situ leaching
imethod (151L) was carried out in 1985 over a six month
period. Final stages of the rehubilitation rook place in
1992, with all exploration and mining rest wells sealed and
surface restored. A rotal of $16 million was spent on this
project by previous workers,

Manyingee is 0 typical stacked roll frone deposit (figures 2
& 3). The mineralisation oceurs between 70 o 110m depth
range within Lower Cretaceous channel sediments. The 40
to 70m thick Birdrong sandstone, which hosts the bulk of
the vranium overlies 20m of conglomerate and a basal 20 1w
40 m arkosic unit. The channel sequence is capped by a
10m thick, impervious unit and several specific uranium roll
front systems have been recognised. These are categorized
inte the Knee, Nose and Conglomerate components and are
associmed with rabular mineralized secrions which have
potential o develop into sub roll frones {figure 2).

Resource caleulations by Towal Mining using a 200ppm cue
off and a minimum thickness of 2m resulied in
identification of an inferred global resource of 7,400 1 of
U30g ar 0.12%. An additional resource, where
mineralisation is less than 2m thick, contains 470 1 of

Figure 2

U404 and these combine to give a total of 7,870 r of
contained U4lg

The six month 5-spot trial leach test programme conducred
by Total Mining showed that the mineralisation at
Manyingee is amenable to ISL. This wrial did not achieve
its economic ohjective due 1o poor site selection, leachant
application and injection hole design. [t did, however,
demonsirate amenability to in-sit leach technigues as

indicated by the production of 1,200ks of yellowcake.

Figure 1

During the time of the pre-feasibility a larpe quantity of
haseline data was collected on the meteorological,
hydrological, geotechnical and memllergical aspects, bath for
the Environmental Impace Sudy and economic evaluation,
This will allow a fast track evaluation of the project.

The 7,870 1 Uy resource idenrified at Manyingee is open
and potential exists for increasing these resources. An
intensive drilling program o convert the in-ground
geological resource o mining reserves and further
metallurgical rest work needs to be carried our before a full
feasibilivy study of the Munyingee ore body s indtiared. |
is Paladin’s objective to take the Manyingee Deposit toa
development decision within the nexr 2 o 3 years.




Review of Operations

Oobagooma Project - Western Australia
(Paladin 100%)

The Oubagooma Project is located 75km north east of
Derby tn the Kimberley Region of Western Australia on
frechold land owned by the Commonwealth and used by
the military (figure 4). The area is covered by two EL
applications covering 392 km'.

In June 1998 the Qobagooma Project was acquired by
payment of $150,000 with a put and call option 1o be
exercised on payment of 750,000 after the tenements have
been granted. A 1% gross royaliy is payable from producrion.

Exploration for sandstone hosted uranium targets focussed
ot the Lower Carboniferous Yampi Sandstone. The
uranium mineralisation is largely controlled by a package of
reduced sediments located centrally in the Yampi
Sandstone ar 45 1o 80m depth to the north and 80 w 120m
in the south of the prospece area.

The Oubagooma profect was explored by Afmeco from
1983 1o 1986 during which rime exrensive zones of
uranium mineralisation were discovered (figure 5). Work
included drilling totalling 40,536m with spacing varying
from 800 to 50m. Pump resting carried out showed the
mineralised sandstone units had porosity and permeability
values suitable for ISL application.

Afmeco calculated ore resources using geostatistical
methods employing a cut off of greater than 300ppm
Us0g. A total geological resource of 9,945 ¢ L30g ar
0.12% was caleulared and includes a resource of 5,432 1
Lig0g at 0.14% with a grade thickness of greater than
2.1%m (percent x metres).

Uranium mineralisation
gradefthickness >0.1% x Imetre

Dirill hole location

Fipure 5

Paladin's evaluation and review work has identified a 15 to
20 m thick prospective sequence in the Yampi Sandstone
which includes a prospective redox front system at least
Tkm in length with roll fronts occurring in a stacked
configuration. The re-interpretation indicates a larger
mare coherent mineralising system with the presence of 4
o 5 individual roll frones each 3 1o 5m thick. This targer
horizon is located from 75m in the north, ro a depth of
105m toward rthe south.

The main exploration effort, once the tenements have
been granted, will be to confirm continuity of the uranium
mincralisation by infill drilling concentrating on
mineralised redox fronts as re-interpreted and furcher
develop the reserves for constderation of a future [1SL
mining operation.




Kayelekera Deposit, Malawi, Southern Africa
[Paladin earning 80%)

The Kayelekera Uranium Deposit is locared in Malawi,
Southern Africa and is 40kms 1o the west of the provineial
vown of Karonga (figure 1). The deposit is protecred by
Exclusive Prospecting Licence (EPL) 070 and covers a toral
of 157 km' (figure 6). It was granted 1o Balmain Resources
Pry Ltd on the 26th of January 1998 for a period of 3 vears.

Linder the terms of the joint venture agreement signed in
February 19958 Paladin can earn an 80% interest on
expenditure of $500,000 within 3 years. Balmain Resources
will retain 20% interest comprising a 10% component
carried to bankable feasibility and a 10% contributory
component trigrered once eamn-in is achieved. In addition
Paladin is required 1o make 3 staged payments over a 3 year
period totalling $110,000 cash and 350,000 in shares.

Central Electricity Generating Board in Grear Britain
(CEGB) commenced exploration on this project in 1983,
Their work resulted in the discovery of the high grade
Kayelekera sandstone uranium deposit. The deposit was
drilled ro 2 50 x 50m spacing with selecred infill drilling on
25m x 25m. A global geological resource of 11,640 ¢ of

Cross Section (17 Nov 1986)

U350y at a grade of 0.187% {cur oft 0.05% UsOgl up taa
depth of 100m was calculared by CEGB urilising the area
of influence method. This resource occurs within four
principal mineralised lenses. This work culminated in
completion of a full feasibility study in 1990 assessing the
viability of a conventional apen pit mining operation. The
study revealed the deposit to be uneconomic.

The main aim of Paladin is 1o re-assess the final feasibility
study and evaluate project viability utilising more updaved
and optimized mine model data and incorporation of new
inputs, particularly evaluation of a radiometric ore sorting
Ci"'l'lFﬂ"lL'T“ Imn I'KFTL'"THI! TIarimng ir]N:r:lliirrl. I“Ii'lrl.'l\'lﬂj
experience of engineering firms now more familiar with
assessing establishing mining operations in this region
should also benefit the project and Paladin believes
significant improvement to the original study will be
achieved through this analysis.

Paladin is eurrently procuring the full exploration and final
feasibility darabase, involving approximarely $9 million of
informarion consisting of exploration, geotechnical and
engineering investigations utilised for development of the

final feasibilivy study.

Figure &




Review of Operations

URANIUM ACTIVITIES

EXPLORATION
Frome Projects, South Australia

The Frome Basin ts proving to be a major uranium
province. Interest in the Frome Embayment by exploration
companies is mounting. Together with the strategic joint
ventures already secured in this region, the Paladin
Brightstar Joint Venture (PB]V) partners, Paladin and
Black Ronge Minerals NL (formerly Uranium Australia
ML) now hold an integral 17,000 km' of ground in this
emerging uranium province. Paladin and Black Range,
through their joint ventures, now control neary 70% of
the prospective ground in the Frome Region giving them a
strategic stronghold in this area (ligure 7). North
American companies, Hearthgate Resources and Southemn

Fignire 7

Cross Resources, are curmently undertaking final resting
prior to making development decisions regarding furure
mining of their respective Beverley and Honeymoon
Uranium Deposits by in-situ leach methods. Field trial
leach testing by Heathgate Resources is showing early
positive results, giving high encouragement for commence-
ment of mining development in the next 12 months. The
PRIV partners remain the only Australian listed companies
with extensive exposure in this major uranium provinee in
search for desirable in-situ leach deposits.

In the past 12 months Paladin completed a comprehensive
re-evaluation of all previous explomation in the Frome
Basin. This involved a review of a towal of approscimanely
4,200 dnillholes, utilising the work of 20 previous
companies and has placed the joing venture in a unigue
position to be able o redefine the prospective rargers
within the Frome Basin.




Curnamona Uranium Joint Venture
[Paladin earning 37.5%)

The Curnamona Uranium Joinr Venture comprises 4
granted Exploration Licences covering 4333 ko', The
PBJV partners are eaming o 75% interest in the
sedimentary cover units which host the 151 amenable
usanium deposits. Explortion rargers include the Oban
uranium prospect, the Curnamona palacochannel and the
northern part of the Namba channel.

A total of 98 rotary mud holes were drilled in the Joine
Venture area in two campaigns, Work focussed on
evaluation of the Oban prospect and the prospective redox
houndary extending north and south. Scour drilling south
of Oban prospect confinmed the existence of approximately
6 km of highly prospective horizon within which the
Berher prospect was identified, returning radiomerric
anomalism of T to 40 times background in 5 of 7 holes
associared with the targer redox frone.

The Berber prospect now extendds for a 2 km strike length
and is open to the et Further to the south a new
palacochannel has been identified. Both of these are targers
for fellow-up drilling.

Bingelly Uranium Joint Venture [Paladin earning 40%)
In March 1998 the PBJV partners entered into a joint
venture with Fortuna NL on EL2504 with an expenditure
requirement of $150,000 over a 5 year period to earn an
80% imterest. Fortuna can convert to o 10% interest,
carried 1o bankable feasibility study, should it elect nor 1o
contribute when Paladin and Black Range have fulfilled
their earning obligations.

With the farm-in completing the landholding in this pare
of the Frome the PB]V now has a continuous land holding
controlling 60 kms of progpective redox fronts and 30 kms
of the prospective Lake Camanto palacodrainage.

Six vertical rotary mud holes were drilled w follow up resules
of previous dnlling in the Lake Carmanto Channel, The
upper redox front shows mdiometric anomalism of 5 1o 50
times background and 1 to 8 m thickness in 2 drill holes.

Future drilling will aim ar resting this prospecrive redox front.

Lake Elder Project [Paladin 50%)

The Lake Elder Project consists of 4 granted Exploration
Licences covering a total of 5,097 km',

Review of previous drill hole results shows the Lake
Camanto palseochannel drains from Benagerrie Ridge into
EL 2418 and EL 2485 and contains thicknesses up to 45 m
of the prospective basal samds of the Eyre Formation.
Radiometric anomalism of 7 and 4 times backpround occurs
in two drill holes. EL 2494 aburs the northern margin of
the Mount Painter Complex basement rocks, Analysis of
previous company work from this arca has identified mwo
anomalous ones. The first arca includes a 4 m thick
downhole radiometric anomaly of 10 times backgeound.
The second area includes downhole radiometric anomalous
intersection of 26 times background (1,770 ppm U30g)
associated with lignitic mudstone within sand. These
rargets require drilling.

A 15 hole drilling programme on EL 2418 investigared the
northern reaches of the Lake Camanto Channel. Work
wis inconclusive and further drilling is required to
delineure the prospective redox boundaries,

Siccus Joint Venture (Palodin earning 45%)

I the Siceus Joine Venmre the PRIV partners can eam a
90% cquity interest in 3 renements covering 6,068 k' west
anl south of Lake Frome by spending 400,000 over 5 years.

Dierailed evaluarion of the historic drill dara has identified
twir prospective palacochannels which are poorly tested.
These are the north rending Eruding Channel and east-
west trending Curmnamona Channel which drained the
uranium rich basement rocks in the south. Low level
radiometric anomalism of up to 8 rimes background was
derected in two isolated drill holes within these channels.
The prospective Eyre Formation has thicknesses of 15 10
20 m in channels which are 130 to 170 m decp.

Beverley type targets are expected in the lowlands aburting
the Flinders Ranges to the west. Here wide spaced
previous regional drilling has identified prospeetive sands
in the Namba Formation.



Review of Operations

Ponton Project - Western Australia (Paladin 50%)

The Ponton Project s locared 200 km east of Kalgoorlie
the edge of the Victoria Desert in Western Australia (figure
1). The project includes & Exploration Licence
Applications totalling 1,061 km'. Most of these tenements
are situated within an A Class Flora and Fauna Reserve.

Exploration in the 80% in this region idennified o Large
uraniferous region and resulted i the discovery of the
Mulga Rocks Deposit locared 20 km north et of project
arga. This contains 13,000 1 of urmiom at an average
grade of 0.12%. I is uneconomic for conventional mining
and s alsr not suitable to 1SL mining since it occurs at the

warer table.

The explomation targer is for roll front or tabular sandstone
type uranium mincralisation in the lower parts of the
palacodrainages suitable for I1SL. The channels contain a
large propartion of sands showing good porasities located
well underneath the water table. Review of previous work
idenrified the poorly rested Double 8 prospect where a
highly anomalous zone has been isolated.

Results show consistent downhole radiometric anomalies
the Double 8 prospect for a distance of 15 km along the
Raeside palacochannel. The anomalism is contained
within the top 30 m section of a porous sand sequence,
Mineralisation is controlled by two or three stacked
oxidised cells within the reduced channel sediments. High
downhole mdiomerry in excess of 3,000 counrs per second
(eps) indicating grades of >0.1% U30g were observed in
0% of the holes drilled in this area. Radiometric
anomalism extends over thicknesses up 1o 17 m.

The prospect has only been broadly drilled on traverses 800
ter 1,500 m apart using 400 m hole spacing.  Drilling was
not carried out toward the south leaving a 2 km
information gap within this prospective zone. Infill and
extension drilling is justified to test the prospecrivity of
this highly anomalous zone which has been identified,

Napperby Project - Northern Territory (Paladin 50%)
The Napperby Projeet is locared 150 km northwest of Alice
Springs in the Northern Territory and comprises 2
Exploration Licence Applications covering 1,362 km'
(figure 1), These are prospective for both surficial calcrete

type and deeper sandstone type uranium mineralisstion.
Previous explorers identified the New Well deposic where a
surficial calerete resource of 6,000 t of U:{DH at an average
grade of (.035% (using 0.02% cut off) was outlined. A
higher grade resource of 2,625 1 of LI30g exists when using
a 0.05% cut off. The bulk of the essentially horizonral
mineralisation is locaved within calcareous sands at 4 o 10
m depth. Srudies by the previous owners showed the
deposit to be uneconomic wsing taditional mining methods.

The main target of this project is exploration for 1501
deposits in Tertiary channels extending downstream from
New Well. This carget has not been previously rested.
Four deep scout holes in this area identified oxidised smnds
to a maximum depth of 130 m west of the New Well
deposit. These holes located favourable oxidised sands
and exploration will focus on the search for a prospective
redox boundary,

GOLD ACTIVITIES

Yilgorn Gold Joint Venture - Western Australia
(Paladin 50%)

The Yilgarn Gold Joint Venture is located in the Yilgam
Block in Western Australia. The Joint Venture area of
interest is approximately 750,000 km' and is project
generative in nature (figure 1), This joint venture between
Paladin and Ranger Minerals NL resulved in the
development of the Kambalda West Joint Venture (sce
below). The main target for this 50:50 joint venrure is o
search Tor a major {(+1 million ounce) Archacan gold
deposit and utilise the experience, databases and capacity
of bath companies,

Regional studies complered in 1997/98 outlined ferile gold
belts including the Yandal Belr and its southemn extensions,
Leonora, Laverton as well as the Kalgoarlie Norseman area,
as highly prospective. Work currently concentrates in the
Kalgoarlie area defining specific structural targets for high
grade gold mineralisation. Wark has included the
compilation of all available data {(publicly and in the
Ranger Minerals/Aurex and Paladin databsses) which are
being studied 1o refine a comprehensive explorarion model
in addition to tarpeting defined areas,




Influence

Kambalda West Joint Venture - Western Australia
[Paladin earning 37.5% to 40%)

The Kambalda West Project is located 45 km south of
Kalgoorlic in Western Australia. Paladin and Ranger have
agreed to farm into a tenement package from Cenrral
Kalgootlie Gold Mines (CKGM) covering 174 km',
incorporating a number of underlying joint ventures
between CKOM and other parties. Paladin and Ranger
will earn a 80% mterest in CKGM's interest in the
renements on expenditure of $2.5 m over 5 years.  This
property is the result of Yilgarn Gold Joint Venture

ul.'l'l.t.‘l'}lh\'l.‘ act i'l."ll"ll..‘.ﬁ.

The Kambalda West tenement package covers a strategic
holding in the highly prospective greenstone belt between
Kambalda and Kalgoorlie (figure 8). Several large coherem
gold soil anomalies form a northwest rrending zone that
extends for approximarely 13km and closely parallels the
surface trace of the Zulicka Shear Zone. Within the tone
of anomalism several prospects have been idenrified where
drilling has returned some high grade intersections. These
projects have not been fully tested and the potential to

fisd both lateral and depth extensions of known
mineralisation is high.

Several prospects are already known within the lease area.

Two of these have small currenr resources defined.
* Jonah Dam 290,000 @ 145/t for 13,200 oz of gold
* Green Leader 90,0000 @ 3yt for 8,300 oz of gold

Mineralisation ar both Green Leader and Jonah Dam is
open at depth and along strike, and this is also the case w
Bullseye another prospect which contains ore-grade
intercepts from RC drilling. New interpretation of the
structural geology has led to the definition of several
exciting new targets for walk up drill testing.

The prospectivity of the project is further confirmed by
Western Mining Corporation who hold a 757 ha exclusion
within the tenement package containing the Caves Rocks
gl deposit, where an underground resource of ZMe @ 5 gt
for 300,000 ounces of gold has recently been announced.

Through the Kambalda West Joint Venture Paladin has been
able to secure a large, poorly explored renement holding and
considers this project the comerstone of its gold efforts.

Turee Creek Project - Western Australia
[Paladin 100%)

The Project is locared 120 km west-south-west of the
township of Newman in the lower Proterozoic Ashburton
Basin (figure 1), It includes 4 Exploration Licence
Applications covering 707 km', Paladin reviewed the
extensive datalzase it has of the region resulting in a new
structural interpretation of the area. Two structurally
defined exploration targers associated with anomalous gold
are now recognised and require follow up investigation.

Litchfield Project - Morthern Territory
[Paladin 100%)
The Litchfield Project is located 150 km south of Darwin at

the western margin of the Pine Creek Geosyneline (figure
1). It consists of Exploration Licence 8211 covering 15 km’,

Paladin outlined a 350 x 100 m rockchip and soil anomaly
showing up to | gt gold in rockehip samples. A 5 hole (500
m) RC drilling program 1o undercut this anomaly failed o
intersect mineralisation at depth. The strong surface
anomaly remains unexplained and reguires further work.
Paladin ts currently secking a joint venture parter to further
explore the project.



Directors’ Report

The Directors present their report on the consolidated
accounts for the vear ended 30 June 1998,

Directors

The Directors in office at the date of this repory are:

Dr Douglas Dunnet (Chairman - Non-Executive)
B.%e. (Hons) PhD, F AusIMM

D Dunnet is a geologist with 36 years experience. He
has a strong background in financial management of
mineral project inidation and development in Australia
and Monh America, including 14 vears with the
Amnaconda group of companies.

I 1984 D Dhininet became a principal of Aunex Pry Led, o
contmacting and consulting company. In 1957 he initared the
listimg of and became Managing Director of Orion Reources
NL. He wis subsequently instnmental in acquiring a 45%
interest in the Yilgam Star Gold Mine near Southern Cross
and guiding Orion to its marker capitalisarion of over $130
million prior to the tkeover by Sons of Cwalia NL. This
included the suceessful transition from significant open pir
mining to major underground mining operations producing in
excess of 100000028 per annum.

Dr Dunnet is also non-executive Chairman of Gullewa

Gold NL.

Mr John Borshoff (Managing Director)
B.Sc. FAwIMM

Mr Borsholl is a geologist who has been invalved in the
Australian exploration and mining industry for 26 years.
Mr Borshofl worked for Intemarional Nickel and Canadian
Superior Mining before joining a German mining group,
Uraners from 1976 1o 1991, He became Chief Geologist/
Exploration Manager during the period 1981-1986 and
served as its chief executive from 1987 o mid 1991 when
the German parent of Uranerz made the decision to close
its Australian operations. Uranerz primary focus was for
the search and development of uranium projects with the
company operating extensively throughout Australia,
North America and Africa.

In 1991 Mr Borshotf formed the consulting and contracting
company, Scomac Management Services Pry Lid,
consulting to mineral resource groups throughout Australia
and management of an underground mining operation near
Kalgoorlie. Mr Borsholf has extensive experience in
uranium, gold and kase metal exploration, company

management and administration.

Ms Gillian Swaby (Director - Non-Executive/Company
Secretary) B.Bus., FCIS

Ms Swaby has been involved in the Australian mining and
exploration industry for 17 years. Ms Swaby is experienced
in areas of secretarial practice, management accounting
and corporate and financial management and is a Fellow of
the Chartered Institute of Secretaries. She is the principal
of Strategic Consultants Pry Lid, specialising in corporate

consultancy and is also a Director and Company Secretary
of Gullewa Gold NL.

Mr Rick W. Crabb (Dircctor - Non-Execurive)
B. Juris (Hons), LLB, MBA

Mr Crabb is a partmer with the legal practice, Blakiston
and Crabb. He holds degrees of Bachelor of Jurisprudence
{Honours), Bachelor of Laws and Master of Business
Administrarion from rhe University of Western Aunstralia.
He has practised as a solicitor since 1980 and was
previously a partner with a major law firm. He specialises
in mining, corporate and commercial law. Mr Crabb is also
a director of Menzies Court Holdings Limited and
Africwest Gold NL.

The principal activity of the economic entity constitured
by Paladin Resources NL and the entities it controlled
during the financial year was mineral exploration.




Results of Operations

The economic entiry’s policy is to write off acquisition and
exploration costs associated with abandoned or non-
commercial areas and to this extent an amount of
$1,520,968 (1997: $153,613) was written off. Expendirure
totalling $4,999,337(1997: $2,218,313) has been carried
forward on other areas where operations are continuing. The
consolidared results after abnormal wrire-down of
investments of $1,121,861 (1997: $2,124,200) are as follows:
1998 1997
§ 3

Operating loss after income tax 3,053,710 2,615,312

Dividend

Mo dividend has been paid during the financial year and
no dividend is recommended for the current year.

Review of Operations
A demiled review of the economic entity’s operations is set
out on pages 12 to 16 of this report.

Significant Changes in the State of Affairs

There were no significant changes in the state of affairs of
the economic entity during the financial year not
otherwise dealt within this report,

Matters Subsequent to the End of the Financial Year

There has not arisen in the interval between the end of the
financtal year and the date of this report any item,
transaction or event of a marerial and unusual nature
likely, in the opinion of the Directors of the Company, 1o
affect substantially the operations of the economic entity,
the results of these operations or the state of affairs of the
economic entity in subsequent financial years with the
exception of those matters disclosed in Note 22 of the
financial statements.

Likely Developments

Likely developments in the operations of the ¢conomic
entity constituted by Paladin Resources NL and the
entities it controls from time to time are the exploration
and development of projects currently held and the
investigation, acquisition, exploration and development of
additional prospects, yet to be identified, which may be
considered by the Directors to have merir.

Options over Unissued Capital

Share Option Plan

On 21 June 1994, sharcholders approved the introduction
of the Paladin Resources NL Directors, Employees and
Consultants Share Option Plan ("the Plan"). The number
of options issued from time o rime pursuant o the Plan
shall not exceed 10% of the total issued shares in the
Company from time to time. On 8 September 1994 the
Company issued 1,985,000 unlisted oprions exercisable at
25 cents on or before 31 May 1999, pursuant to the Plan o
10 participants with a further 120,000 issued on 30 June
1997 o 2 participants on the same terms and conditions.
On 24 January 1997, 230,000 unlisted options exercisable
at 20 cents on or before 31 July 2000 were issued to 6
participants, pursuant to the Plan. During the year ended
30 June 1998, 50,000 (1997: 15,000) options lapsed. The
number of unissued ordinary shares under options issued
pursuant to the Plan ar the dare of this report is 2,270,000,
Mo further options can be issued pursuant to the Plan.

The Company is of a kind referred to in the class order
04284 issued by the Avstralian Securities Commission
dared 8 March 1994, under which the Direcrors are
relieved from the need o disclose the names of all
employees and relevant details in respect of options
granted to those employees under the Plan. The Directors
have availed themselves of the relief granted under this
class order.

Mo persons entitled to exercise any option referred 1o
above has or had, by virtue of the option, a right 1o
participate in any share issue of any other body corporate.




Palodin Rescurces ML and Controlled Entities

Balance Sheets
as at 30 June 1998
Consplidared Pavent Entity
Notes 1998 1997 1998 197
L $ 4 $

CURRENT ASSETS
Cash 3 913,734 552,619 870,494 446,175
Beceivables 4 85,228 89,315 B5,103 85,505
TOTAL CURRENT ASSETS 1,018,962 641,934 955,597 531,680
NON CURRENT ASSETS
Receivables 5 E - 1,178,050 806,567
Investments i 650,000 1,692,964 1,986,007 3,392 967
Property, Plant & Equipment 7 Bi6d,547 942,597 135,225 187,015
Orher 8 5,005,200 2,213,313 334,084 419,541
TOTAL NON CURRENT ASSETS 6,519,747 4,558,874 3,633,366 4,906,100
TOTAL ASSETS 7,538,709 5,500,808 4,588,963 5,437,780
CURRENT LIABILITIES
Accounts Payable 9 260,640 142,780 60,594 19,752
Borrowings 10 . 39,501 39,501
Frovisions 11 31,837 31,835 51,837 11.835
Other 12 1,500,000 -
TOTAL CURRENT LIABILITIES 1,812,477 214,116 112,731 151,088
NON CURRENT LIABILITIES
Other 12 1,250,000 - -
TOTAL LIABILITIES 3,062,477 214,116 112,731 151,088
NET ASSETS 4,476,232 5,286,692 4,476,232 5,286,692
SHAREHOLDERS' EQUITY
Share Capiral 13 12,195,753 9.952,503 12,195,753 9,952,503
Accumulared Losses (7,719,521)  (4.,665,811) (7,719,521) (4,665,511)
TOTAL SHAREHOLDERS' EQUITY 4,476,232 5,286,692 4,476,232 5,286,692
COMMITMENTS AND
CONTINGENT LIABILITIES 14

The accompanying notes form part of these statements.




Paladin Resources ML and Controlled Entities

Profit and Loss Accounts

for the year ended 30 June 1998
Consplidated Parent Entity
MNotes 1998 1997 1998 1997
$ H 5 5

Operating loss before abnormal
items and income tax 1,931,849 491,112 1,931,849 491,112
Abnormal item before
income tax 15 1,121,861 2124200 1,121,861 2,124,200
Operating loss before
income tax 2,15 3,053,710 2,615,312 3,053,710 2,615,312
Income rax attributable to
operating loss 16 - 3
Operating loss after income tax 3,053,710 2,615,312 3,053,710 2,615,312
Accumulated losses at the
beginning of the financial year 4,665,811 2,050,499 4,665,811 2050499
Accumulated losses ar the
end of the financial year 7,719,521 4,665,811 7,719,521 4,665,511
Earnings per share 14

The accompanying notes form part of these financial statements,



Paladin Resources ML and Controlled Entities

Statements of Cash Flows

for the year ended 30 June 1998
Comsulidited Parvenst Entiry
Notes 1998 1997 1998 1997
5 H 5 $

Cash flows from operating activities
Payments to suppliers and employees (374,506) (423,741) (373,406) (423,742)
Interest received 73.692 50,195 73,602 50,195
Sundry Income 821,586 86,330 82,586 86,330
Met cash outflow from operating activitics 3 (218,228} (287.217) (217,128) (287,217}
Cash flows from investing activitics
Payments for property, plant and equipment (21,620) (40.685) (21,620) (40,685)
Exploration and evaluation expenditure (715,955) (563,334) (158,059) {387,637)
PMurchase of prospects (680,000) ' ; *
Mavments for investments (78,897) (250,000) (78,897) (250,000)
Payment on behalf of subsidiaries . (1,195,792) (282,125}
Net cash outflow from investing activities (1,496,472) (554,039} (1,454,368) (960,447)
Cash flows from financing activities
Loan of funds to non-related entities - (400,000) - {400,000)
Share placement 2,243,033 952,500 2,243,033 952,500
Fundraising costs (107,716} (107,716)
Net cash inflow from financing activities 2,135,317 552,500 2,135,317 552,500
Net increase [ {(decrease) in cash held 420,017 (568,756) 463,821 (695,164)
Cash at the beginning of the financial year 513,117 1,101,873 406,673 1,101,837
Cash at the end of the financial year 3 933,734 513,117 270,494 406,673

The accompanying notes form part of these statements.




Paladin Resources ML and Contralled Entifies

Notes To and Forming Part of the Financial Statements

for the year ended 30 June 1998

STATEMENT OF ACCOUNTING POLICIES

(A} BASIS OF ACCOUNTING

(B

-

This general purpose financial report has been prepared in accordance with Accounting Standards, other mandatory
professional reporting requirements (Urgent Issues Group Consensus Views) and the Corporations Law.

Thie accounts have been prepared on the basis of historical costs and do not take into account changing money
values or, except where stated, current valuations of non-current assets. The accounting policies have been
consistently applied and have not changed from the previous year, unless otherwise stated. Comparative information
is reclassified where appropriate w enhance comparability.

The financial starements have been drawn up on a going concern basis. The Company has no operating cashflow and
hias liabilities due in June 1999 of $1,500,000 and in June 2000 of $1,250,000. The Directors are confident thar the
Company will have the necessary funds 1o meer these liabilities as and when they fall due. The Direcrors have
advanced a program to raise capital from overseas investors, and at the date of this report had achieved the following:

(i) @ 20F registration in the United Stares has been complered;
(ii) a USA investor has already taken a significant equity position in the Company;

(i) overseas investor support has been further demonstrated by a placement raising $500,500 ar an issue price of 11
cents per share subsequent o balance date; and

{iv) a portion of funds raised from this placement were being used to progress a USA promotional campaign to raise
equity in the next few months,

The Directors are confident of a successful outcome to this campaign.

PRINCIPLES OF CONSOLIDATION

The consolidated accounts incorporate the assers and liabilities and resules of all entiries controlled by Paladin
Resources NL as ar 30 June 1998 and the resulis of all controlled entities for the year then ended. Paladin Resources
WL and its controlled entities wogether are referred to in this financial report as the economic entity. The effects of
inter-entity transactions have been eliminated from the consolidated accounts. Where controlled entities are
acquired during the year, their results are included only from the date control commences.

On acquisition of some or all of the shares in a controlled entity, the identifiable net assets acquired are measured at
their fair value, The excess of the fair value of the purchase consideration over the fair value of identifiable assers
acquired (ie: goodwill) is amortised over a period of rwenty years.

Where a discount on acquisition arises, that discount is accounted for by reducing proportionately the fair value of
the non monetary assets acquired unril the discount is eliminared. Any residual discount is immediately recognised in
the profit and loss account.

(C) EXPLORATION, EVALUATION AND DEVELOPMENT EXPENDITURE

Costs incurred during the exploration, evaluation and development stages of specific areas of interest are
accumulated. Such costs are written off unless the Directors consider thar the costs are expected 1o be fully recouped
through the successful development of the area, or where activities to date have not reached a stage ro allow
reasoniable assessment regarding existence of economically recoverable reserves. Costs are written off as soon as an
area has been abandoned or is considered to be non-commercial.

Expenditure is not carried forward in respect of any area of interest/mineral resource unless the Company’s rights of
tenure w that area of interest are current. Once production commences, expenditure accumulated in respect of areas
of interest will be amortised on a unit of production basis against the economically recoverable mineral resources.

(D) EARNINGS PER SHARE

Basic earnings per share is derermined by dividing the operaring result after income tax attributable to members of
Paladin Resources NL by the weighted average number of ordinary shares on tssue during the financial year, adjusted
for bonus elements in ordinary shares issued during the year.



Paladin Resources NL and Controlled Entities

Notes To and Forming Part of the Financial Statements

for the year ended 30 June 1998

1. STATEMENT OF ACCOUNTING POLICIES [continued)
(E} CASH

Far the purposes of the Statements of Cash Flows, cash includes deposits which are readily convertible o cash on
hand and which are used in the cash management function on a day-to-day basis, net of outstanding bank overdrafts.

{(F) DXATA BASES
(i) Project Generation Data Base
The project gencration dota base, which consists of unpublished and generally unavailable exploration,
geological and other dara, is recorded ar cost. The Directors consider that there are presently no foresecable
limits to the useful life of this asset and accordingly periodic amortisation is not provided in the financial
statements. The service potential of the project generation data hase is periadically reviewed 1o ensure that its

carrying amount does not exceed recoverable value.
{ii} Technical Data Base
The technical data base includes an extensive rechnical 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 a period of 10 years,

(G) VALUATION OF NON-CURRENT ASSETS

The carrying amounts of non-current assets are reviewed to determine whether they are in excess of their recoverable
amounts at balance date. If the carrving amount of a non-current asset exceeds the recoverable amount, the asset is
written down to the lower amount. Unless otherwise stated, in assessing recoverable amounts, the relevant cash flows

have not been discounted to their present value.

Consobidared Parens Eniry
1998 1997 1998 1997
$ ] & L
2. OPERATING REVENUE
Oither revenue
interest received from other corporations 73,692 35,196 73,692 35,196
sundry income 82,586 23,976 82,586 23,978
proceeds on sale of tenement - 275,000 - 275,000
156,278 334,174 156,278 334,174
3. CASH
Cash ar bank and on hand 136,486 109,626 73,246 3182
Bank bills 797,248 441,993 797,248 442,993

933,734 552,619 870,494 446,175

The above figures are reconciled to cash ar the end of the financial year as shown in the Statements of Cash Flows as follows:

Balance as above 933,734 552,619 B70,494 446,175
Less: Bank overdraft (Mote 10) - (39,502} - (39.502)

933,734 313,117 870,494 406,673




Paladin Resources NL and Controlled Entities

All invesements comprise ovdinary shaves and all shaves held are unquoted.

* This entity is not required to prepare or lodge audired accounts.

Consodiclared Purent Eruiry
1998 1997 1998 1997
] § 5 $
4. CURRENT RECEIVABLES
Sundry debtors 85,228 89,315 85,103 85,505
5. NON CURRENT RECEIVABLES
Loan o controlled entities - unsecured - . 3,224,782 2,028,990
Less proviston for non-recovery - - (2,046,732)  (1,122.413)
- - 1,178,050 906,567
6. NON CURRENT INVESTMENTS
Listed investment - at cost 3,896,061 3,817,164 3,896,061 3,817,164
Less provision for non-recovery - (2,124,200) - (2,124,200)
Less write-down (3,246,061) - (3,246,061) -
Listed investment - at Directors’ valuation 650,000 1,692,964 650,000 1,692,964
Shares at cost - controlled entity - 1,700,003 1,700,003
Less provision for non-recovery - (363,996)
650,000 1,692 964 1,986,007 3,392,967
The market value of shares listed on a
prescribed stock exchange 303,632 1,206,950 303,631 1,206,950
Investment in Controlled Entities
Name Country of Incovporation Percentuge Cost of Parent
Truterest Held Entiey's Investment
1998 1997 1998 1997
3 $
Eden Creek Py Lod * Australia 100% 100% 1,700,002 1,700,002
Paladin Energy Minerals NL Australia 100% 100% 1 |
1,700,003 1,700,003
Less provision for non-recovery of
investment - Eden Creek Pry Ltd (363,996)
1,336,007 1,700,003




Paladin Resources ML and Controlled Entities

Notes To and Forming Part of the Financial Statements

for the year ended 30 June 1998
Consolidered Parvent Entity
1998 1947 1998 1997
§ § $ 5
7. NON CURRENT PROPERTY PLANT & EQUIPMENT
Plant and equipment - at cost 411,768 390,148 411,768 390,148
Less provision for depreciation 276,543 203,123 276,543 203,123
135,225 187,025 135,225 187,025
Technical database - ar cost 262,500 262,500 .
Less wmaortisation 122,464 96,214 "
140,036 166,286 Y
Project generation dambase - ar cost 589,286 589,286 -
864,547 042,597 135,225 187,025
8. NON CURRENT ASSETS - OTHER
{a) Exploration Expenditure
Opening Balance 2,218,313 2,004,312 419,541 302,259
Movements:
- Agxuisition costs 680,000 - -
- Deferred acquisition costs 2,750,000 ; - 2
- Dircet expenditure for the year 872,855 642,520 174,556 409,669
- Cost of tenement sold . (244 ,916) - {244,916)
Expenditure written off (1,520,968) (183,613) (260,013) (47.471)
5,000,200 2,218,313 334,084 419,541
(b} Mines Department Bonds 5,000 5,000 . .
5,005,200 2,123,313 334,084 419,541
9. ACCOUNTS PAYABLE
Trade creditors and accruals 260,640 142,780 60,594 79,752
10. CURRENT BORROWINGS
Unsecured bank overdrafi - 39,502 - 19,502

11. CURRENT PROVISIONS
Employee entitlements 51,837 31,835 51,837 31,835




Poladin Resources ML and Controlled Entities

Comsolidated Parent Entiry
1998 1997 1998 1997
5 $ $ $
12. OTHER LIABILITIES

Deeferred rencment acquisition cost:
Current 1,500,000 - - -
MNon-Current 1,250,000 - ; .
2,750,000 . - =

This liahility which is non interest bearing, is secured by a fixed and floating charge over the assets of the economic entity.

13. SHARE CAP[TAL
{a) Paid Up Capiral

Ordinary shares of 20 cents each fully paid 80,174,252 55250015 12,195,753 9,952,503
(b) Movements in issued and paid up ordinary
share capital of the Company during the
past two years were as follows:
Dite Nuamber of Shares Par Value Diisconine Tinal
3 5 $
01.07.96 Opening Balance 46,500,015 9,300,003 (300,000) 9,000,003
25.02.97 Placement ar 9c 6,000,000 1,200,000 (660,000) 540,000
13.03.97 Placement at 15¢ 2,750,000 550,000 (137,500} 412,500
30.06.97 Balance 55,250,015 11,050,003 (1,097,500} 9,952,503
25.08.97 Entitlement lssue ar 9 13,812,500 2,762,500 (1,519,375) 1,243,125
250097 Placement at 9¢ 11,111,112 2,222,222  (1,222,222) 1,000,000
11.11.97 Exercise of Listed Options ar 20¢ 625 125 - 125
30.06.98 Balance 80,174,252 16,034,850  (3,839,097) 12,195,753
(e} Issued Options N £ O
1998 1997
(i) Paladin Resources ML Directors, Employees and
Consultants Share Option Plan
Unlisted and exercisable ar 25 cents, on or before 31 May 1999
Balance at | July 1997 2,090,000 1,985,000
Issued during year - 120,000
Less lapsed during year (50,000) (15,000}
Balance at 30 June 1998 2,040,000 2,090,000
Linlisted and exercisable ar 20 cents, on or before 31 July 2000
Balance at 1 July 1997 230,000 -
lssiied during year - 230,000
Balance at 30 June 1998 230,000 230,000

gl_



Paladin Resources ML and Cantrolled Entities

Notes To and Forming Part of the Financial Statements

for the yeor ended 30 June 1998

13. SHARE CAPITAL [continued)

(e) Issued Options (continued)
(i) Unlisted and exercisable at 20 cents, on or before 31 July 2000.

Balance ar | July 1997

Issucd during year
Balance ar 30 June 1998
{iii) Unlisted and exercisable ar 35 cents, on or befuore 30 July 2000.

Balance at 1 July 1997
lssued during year

Balance at 30 June 1998
{iv) Unlisted and exercisable ar 20 cents, on or before 31 May 2000

Balance at 1 July 1997

[ssued during year
Balance ar 30 June 1995

(v) Listed and exercisable ar 20 cents, om or before 31 May 1999
Balance at 1 July 1997

[ssued during year

Less exercised during year

Balance at 30 June 1998

(d) Issue of Shares and Options Subsequent to 30 June 1998

Refer to Note 22 regarding the issue of shares and options on 14 Seprember 1998,

Number of Chpeigns

1998 1997

4,500,000 -

4,500,000

4,500,000 4,500,000

1,500,000 -

. 1,500,000

1,500,000 1,500,000

4,100,000 -
4,100,000

12,461,806 -
625

12,461,181 -




Polodin Resources ML and Controlled Entities

14.

(a)

COMMITMENTS AND CONTINGENT LIABILITIES

There were no outstanding commitments or contingent liabilities, which are not disclosed in the financial statements of
the economic enrity and the Company as at 30 June 1998 other than:

Exploration Tenement Leases

In order to maingain the tenements in which the Company and other parties are involved, all parties are committed to
meet the conditions under which the renements were granted in accordance with the relevant mining legislation in
Australia. These commitments relate to enement lease rentals and the minimum expenditure requirements of the
Western Australian, Northern Territory and South Australian Mines Departments attaching to the renements and are
subject to re-negotiation upon explry of the exploration leases or when application for a mining licence is made. In
1998/99, estimated outlays by the Company and the economic entity are $510,907 (1997: $441,075). Commirments
beyond 1998/99 are dependent upon whether existing rights of ténure are renewed or new rights of tenure are acquired.

(k) Joint Venture Commitments

The Company and economic entity have the following cumulative commitments in respect of exploration joint ventures
to which they are farming-in and are not provided for in the accounts. These relate to minimum expenditure
requirements prior to the abilicy to withdraw from these joinr ventures,

el

{a)

Comsolidared Parent Entiey
1998 [997 1998 1997
5 § 5 $
Less than 1 year 50,000 " : -
| to 2 years 57.421 : 5 .
107,421 : .

Acquisition Costs

The economic entity acquired a call option on 19 June 1998 in relation to the purchase of the Oobagooma Uranium
Deposit. As a condition to the option contract, the economic entity granted a put option to the current holder of the
Oobagooma Uranium Deposit. Both the eall and put options have an exercise price of $750,000. Both of the options are
subject to the Deparrment of Minerals & Energy granting tenements comprising 2 explomation licence applications. The
£750,000 is payable by the economic entity within 10 business days of the later of the grant of the tenements or the
exercise of either the call or put option. The options will expire 3 months after the date on which either of the
tenements are granted.

OPERATING LOSS

Operating loss has been determined aften

Charging as an expense:
Deepreciation of property, plant and equipment 73.421 66,178 73,421 66,178
Amortisation - rechnical damabase 26,250 26,250 - -

Other charges against assets:

Provision for non-recovery of intercompany loan - - 924,309 162,392
Exploration expenditure written off 1,520,968 183,613 260,013 47,471
Provision for non-recovery of

investment in contralled enticy - - - 363,996



Polodin Resources ML and Controlled Entities

Notes To and Forming Part of the Financial Statements

for the year ended 30 June 1998
Comsolidsed Purene Entity
1998 1997 1998 1997
§ 3 § $
15. OPERATING LOSS (confinued)
Abnormal Ttem:
Write down of investment to recoverable 1,121,861 2,124,200 1,121,861 2,124,200
amount (nil tax effect)
Other provisions:
Employee entitlements 20,002 15,527 20,002 15,527
(b) Crediting as income:
Interest received from other corporations T3.692 15,196 73,692 35,196
Profit on sale of tenement . 30,084 30,054
16, INCOME TAX
The aggregate amount of income tax atrbutable to
the financial year differs from the amount calculared
on the operating loss. The differences are reconciled
s fiol bovws:
Operating loss before income rax {2,703,710)  (2,615,312) (2,703,710)  {2,615312)
Income tax (benefir) caleulared ae 36%
(1997: 36%) (973,336) (941,512) (973,336) (941,512)
Tax effect of permanent differences:
Non-deductible amortisation - - - -
Non-deductible expenditure 156,944 59,196 156,944 59,196
(816,392) (852,316) (816,392) (852.316)
Tax benefit not recognised/(claimed) 816,392 852,316 816,392 852,316
Income tax auributable 1o operating loss . - -
The Directors estimate that the potential
future income tax benefit at 30 June 1998
in respect of tax losses not brought to account is: 1,316,772 1,447,980 546,738 741,094

This benefit for tax losses will only be obtained if:

(i} the economic entity derives furure assessable income of o nature and of an amounr sufficient to enable the benefic

from the deductions for the losses to be realised;

(it} the cconomic entity continues to comply with the conditions for deducibility imposed by rax legislation; and
(iii) no changes in tax legislation adversely affect the economic entity in realising the benefit from the deductions for the losses.
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Comsolidared Parent Entity
1998 1957 1998 1997
L § § L
17. AUDITOR’S REMUNERATION
Remuneration for audit or review of the financial reports
of the parent entity or any entity in the economic entity:
Auditors of parent entity 15,919 11,427 15,919 11,427
Remuneration for other services by the parent
entity auditors 8,126 1,520 8,126 1,520
24,045 12.947 24,045 12,941
Directors of Entities in [rérectoms of Pavent
the Ecomamic Entity Entity
1998 1997 1998 1997
§ § $ $
18. REMUMERATION OF DIRECTORS
Income paid or payable, or otherwise made
available to directors by entities in the
economic entity and related parties 384,391 315,357 384,391 315,387
Number of parent entity Directors whose
total income from the parent entity or related
parties was within the following bands:
$10,000 o $19.999 l - 1 -
MO0 o 549999 1 1
£50,000 o $59.999 I - |
$60.000 w 560999 - l - 1
$90.000 w $99.999 1 1 -
$120,000 1o 5129999 1 - 1 .
$150,000 e $159,999 1 | 1 1

Included in the above and consulting fees. Consulting fees in the form of management fees and geological fees were paid

during the year in the normal course of business to firms of consultants, of which Directors are the principals.

19. REMUNERATION OF EXECUTIVES

One executive received $150,000 during the year ended 30 June 1998 (1997: 1 execurive $150,000).

20. SEGMENT REPORTING

The economic entity operates predominantly in the mining and exploration indusery in Australia.



Paladin Resources ML ond Controlled Entities

Notes To and Forming Part of the Financial Statements

for the year ended 30 June 1998

21.

(a)

(b
()

RELATED PARTIES

Related parties of Paladin Resources ML fall into the following catepgories:

Directors
The followng persons were Direcrors of Paladin Resources NL during the financial year

D Duniner
1 Borshoff
G Swaby

R W Crabb

Remunemation of Directors is disclosed in Nowe 18.
Transactions with director-related entities

The following rransactions with Directors and director-related entities occurred during the year on normal commercial

rerms and conditions:
(i) Fees for geological and consulting services were paid ro a company in which | Borshoff is a director and shareholder;
(i1} Fees for geological and consulting services were paid to a company in which D Dunnet s a director and sharcholder;

{iii) Fees for company secretarial and consulting services were paid to a company in which G Swaby is a director and
sharcholder; and

(iv) Fees for legal services totalling $45,615 (1997: $39,523) were paid to Blakiston and Crabb, Solicitors, a firm in
which R Crabb is a partner.

Ageregate amount of each of the above types of transactions with Directors and their director-relaved entirics were as follows:

Consolidared Pavent Entiry
1998 1997 1998 1997
L3 § & ¥
Geological and management consulting fees 139,391 170387 339,391 270,387
Directors’ Fees 45,000 45,000 45,000 45,000
Legal services 45,615 39,523 45,615 39,523
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21,

(d)

RELATED PARTIES (continued)

Directors’ holdings
Aggregate number of shares and share options of Paladin Resources ML held directly, indirectly or beneficially by direcrors
of their director related entities at balance dare:

1998 Number

Shires Options*** Opptions** Options®
D. Dunnet 4,383,413 465,278 750,000 300,000
J. Borshoff 10,198,237 444444 930,000 500,000
. Swahby 1,142,006 125,000 T00,000 300,000

1997 Number

Shares Clprions*
[ Dunnet 3,342,857 300,000
J. Borshioff 9,149,348 500,000
G, Swaby BO2 096 300,000
R. Crabb 2,047,619 300,000

*  unlisted, exercisable ar 25 cents on or before 31 May 1999,
** unlisted, exercisable ar 20 cents on or before 31 May 2000.
#*% listed, exercisable at 20 cents on or before 31 July 1999,

The July 1999 aptions were acquired during the year on the same terms and conditions as applicable o other aption
holders. The May 2000 options were allotred at nil consideration, pursuant o shareholder approval.

Wholly-owned Group Transactions

The wholly-owned group consists of Paladin Resources WL, the ultimate parent entity and the wholly-owned controlled
entities set out in Note 6. Transacrions between Paladin Resources NL 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 nor interest
bearing. The balance in respect of inter-group loans is set out in Note 5.

EVENTS SUBSEQUENT TO BALANCE DATE

There has not arisen in the interval between the end of the financial year and the date of this report any item,
rransaction or event of a material 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 the exceprion of:

Fundraising

On 14 September 1998 the Company placed 4,550,000 fully paid shares at 11 cents per share together with 2,275,000 free
attaching unlisted oprions (exercisable at 25 cents on or before 31 August 2000) to raise $500,500 for additional working
capital for evaluation of the economic entity’s recently acquired urnium resource projects and to progress the USA
promotional campaign following the 20-F registration.

Kambalda West Joint Venture

On 3 September 1998 the Company entered into a farm-in and joint venture agreement with Central Kalgoorlie Gold
Mines NL (CKGM) covering some 180 km' scraddling the Zuleika Shear Zone. Paladin and Ranger Minerals NL
(through {rs wholly owned subsidiary) have the right to earn a joine 80% equity in CKGM' interest in the tenement
package with expenditure of $2.5 million over 5 years. The equity can be eamned in two stages - 51% with expenditure of
$1.3 million over 3 years with the balance to 80% with expenditure of $1.2 million over 2 years. This is the first project
resulting from the generative activiries of the Yilgam Gold Joint Venture and Paladin will be the manager during the
exploration phase with Ranger managing any development and mining operations.
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Notes To and Forming Part of the Financial Statements

for the year ended 30 June 1998
Conzolidased Perent Enticy
1995 1997 1995 1997
5 H § 5
23. RECONCILIATION OF NET CASH OUTFLOW FROM
OPERATING ACTIVITIES TO OPERATING LOSS
AFTER INCOME TAX
{a) Operaring loss after income tax 3,053,710 1615312 3,053,710 2,615,312
Non cash items:
Depreciation and amortfsation (99.671) (92.428) {73.421) (66,178)
Exploration expendinure written off (1,520,968) (183,613) (260,013) (47.471)
Provision for non-recovery of intercompany loan - - (924,309) (162,392)
Provision for non-recovery of
investment in controlled enriry (363,996)
Fundraising costs paid and
allocated 1o financing activities (107,716} - (107,716)
Change in operaring assers and liabiliries:
Write down of invesrment (1,121,862) (2,124,199 (1,121,862) (2,124,199)
Profit on sale of tenement - 0,054 - 30,084
{Decrease)increase in rrade debtors (4.250) T0,668 {4,250) 70,668
Decreasef{increase) in operating liabiliries 18,985 (28.607) 18,985 (25,607)
Wer cash ourflow from operating activitics 218,228 287,217 217,128 287,217
24. EARNINGS PER SHARE
Consolidated
1998 [907
{cents) {cents)
(a) Basic Loss Per Share (4.07) {5.18)
Weighred average number of ardinary shares on issue during
the vear used in the calculation of basic earnings per share 75,066,687 50,432,070

(h)

Diluted Earnings Per Share

Dilured carings per share has not been disclosed as it is not marerially different from the basic earnings per share,

Information concerning the classification of securities options granted are not considered to be potential ordinary shares

and have not been included in the determination of diluted camings per share. Details relating ro the options are set out

in Note 13(c).
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25. EMPLOYEE ENTITLEMENTS

Pavent Entiey
1998 1997
$ 5
Provision for Annual Leave & Long Service Leave
Aggregate employment entitlement linbility 51,837 31,835

Superannuation

A superannuation plan has been established by the parent entity for the provision of benefits ro employees on retirement,
death or disability. The plan’s benefits have been designed to comply with the appropriate Occupational Superannuation
Legislation requircments.

The plan is an accumulation style fund whereby a member's benefit equals the roral contributions to the fund on behall of
the member plus investment income earned, less the cost of insurance, tx and administration costs charged. Because of
the nature of the plan, there are adequare funds 1o satisfy all benefits to employees.

Contributions by the parent entity represent a defined percentage of each employee’s salary. Employee contributions are
voluntary.

There is no legally enforceable obligation on the parent entity to contribure to the superannuation plan other than that
directly associated with the Oceupational Superannuation Legislation requirements.

Employee Share Option Plan

On 21 June 1994, sharcholders approved the introduction of the Paladin Resources NL Direcrors, Employees and
Consuleants Share Option Plan (“the Plan"). The number of options issued from time to time pursuant ro the Plan shall
not exceed 10% of the toral issued shares in the Company from time to time. On 8 Seprember 1994 the Company issued
1,985,000 unlisted options cxercisable ar 25 cents on or before 31 May 1999, pursuant to the Plan to 10 participants with
a further 120,000 issued on 30 June 1997 to 2 participants on the same terms and conditions,

On 24 January 1997, 230,000 unlisted oprions exercisable at 20 cents on or before 31 July 2000 were issued to 6
participants, pursuant to the Plan. During the year ended 30 June 1997, 15,000 options lapsed. The number of unissued
ordinary shares under options issued pursuant to the Plan ar the date of this report is 2,270,000, No further options can
be issued pursuant o the Plan.

The Company is of a kind referred to in the class order issued by the Australian Securities Commission dated 8 March
1994, under which the Directors are relieved from the need tw disclose the names of all employees and relevant details in
respect of options granted to those employees under the Plan. The Directors have availed themselves of the relief granted
under this class order.

Mo persons entitled to exercise any option referred to above has or had, by virmue of the option, a right to participate in
any share issue of any other body corporate.
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Notes To and Forming Part of the Financial Statements
for the year ended 30 June 1998

26. JOINT VENTURE INTERESTS

The Company is a participant in the following joint ventures s at 30 June 1998:

Jotnt Venture Location Principal Activity %
Paladin Brightstar |V Australin wide Uranium exploration 50
Yilgarn Gold JV Western Australia Gold exploration 530

The Company’s aggregate interest in the assets and liabilities of each of these joint ventures is reflected in the following
categories in the financial statements:

Parent Enity

19498 1997

3
Exploration expenditure capitalised 598,752 96,785
Cashi ar bank 63,202 106,206
Current receivables 125 3,810
Current creditors {55,190} (52,477)
606,859 154,324

27. FINANCIAL INSTRUMENTS

The net fair value of monetary financial assers and financial liabilities of the economic entity approximates their camying
value. The net fair value of the investment in Gullewa Gold NL has been based on the expected cash asser backing (net
of debt) of Gullews, following the announced sale of certain mining and exploration assets. The credit risk on financial
assets of the economic entity which have been recognised in the balance sheer, other than investments in shares, is the
carrying amount, net of any provisions for doubtful debis. The economic entiry's exposure to interest rate risk is limired
to that eamed on cash which is deposited at a weighted avernge interest rate of 5%, All other financial instruments are

non-interest bearing.
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Statement by Directors

In the opinion of the Directors:

(a) the financial statements set our on pages 22 1o 38 are drawn up in accordance with Divisions 4, 4A and 4B of Part 3.6 of
the Corporations Law and so as to give a true and fair view of:

(1) the stare of affairs as at 30 June 1998 and the loss for the financial year ended on that date of the company and the
cconomic entity; and

(i) the other marters with which they deal;

(h) at the date of this statement there are reasonable grounds to believe that the Company will be able to pay its debrs as and
when they fall due.

The financial starements are drawn up in accordance with applicable Accounting Standards and other mandatory professional
FEPOrting requirements.

Signed at Perth this 23rd day of September 1998 in accordance with a resolution of the Directors.

ks fdd bt f

] Borshoff (Director) G Swaby (Director)
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Independent Audit Report
To the Members of Paladin Resources NL

Scope

We have audived the financial statements of Paladin Resources NL for the financial year ended 30 June 1998 as set aut on
pages 22 1o 39, The financial statements include the consolidated aceounts of the economic entity comprising the company
and the entities it controlled ar the year’s end or from rime 1o tme during the financial year. The company's directors are
responsible for the financial satements. We have conducred an independent audir of these financial statements in order 1o
express an opinion on them ro the members of the company.

Our audit has been conducted in accordance with Australian Auditing Swandards ro provide ressonable assurance whether the
financial statements are free from material misstarement. Our procedures included examination, on a test basis, of evidence
supporting the amounts and other disclosures in the financial statements, and the evaluation of accounting policies and
significant accounting estimates. These procedures have been undertaken to form an opinion as to whether, in all material
respects, the financial statements are presented fairly in accordance with Accounting Standards, other mandatory professional
reporting requirements and the Corporations Law 5o a5 to present a view which is consistent with our understanding of the
company’s and the economic entity’s financial posirion, the results of their operations and their cash Mows,

The name of the controlled entity of which we have not acted as auditor is Eden Creek Pry Lud. We have, however, received
sufficient information and explanations concerning this controlled entity to enable us to form an opinion on the consolidated
ACCOUNIS.

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 NL are properly drawn up:
(a) 50 s to give a tmue and fair view of:

(i) the state of affairs as ae 30 June 1998 and the loss and cash flows for the financial year ended on thar dare of the
company and the economic entity; and

(i1} the other matters required by Divisions 4, 4A and 4B of Part 3.6 of the Comporations Law to be dealr with in the
financial statements;

(b) in accordance with the provisions of the Corporations Law; and
(c) in accordance with applicable Accounring Standards and other mandarory professional reporting requirements.

Pfuﬂhhlezm
PricewarerhouseCoopers
Chartered Accounrants

dﬁﬁo G

John O'Connor
Partner

Perth, Western Australia
25th Seprember 1998
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Additional Information

Pursuant to the Listing Requirements of Australian Stock Exchange Limited as at 12 Seprember 1998

MNumber
Shareholders Opsionhalders
{a) Distriburion
1 - 1,000 8 23
o0 - 5,000 102 154
5000 - 10,000 209 42
10,001 - 100,000 562 54
100,001 - maximum 90 16
971 189
74 shareholders hold less than a marketable parcel of shares.
223 oprionholders hold less than a marketable parcel of options.
(b) Substantial sharehalders (5% or more of issued capital)
| Borshoff and associnred companies
Uranex Resources Lud
[ Dunnet and associated companies
(¢} The ewenty largest shareholders hold 55.06% of the ol shares issued.
Holder N, of Shares %
Aylworth Holdings Pry Led 9,948,237 12.41
Uranex Resources Lid 7,000,000 8.73
ANZ Nominees Limired 3,241,778 4.04
Merrill Lynch { Australia) 3,006,062 3.56
Shar Holdings Pry Lid 3,073,890 3.83
Mr James U Blanchard [11 1,771,778 346
Bunnaton Led 2,777,778 3.46
Mr BW & C.]. Crabb 2,503,175 312
Grundy Mominees Pry Lud 1,586,806 1.98
Aurex Pry Led 1,309,523 1.63
Strategic Consultants Pry Lid 1,142,096 1.42
Orebo Pry Lud 911806 I.14
Ridgemark Pry Led 500,000 1.12
Tilbia Mominees Pry Lid TO0,000 0.87
Berme No 132 Nominees Pry Led 622,500 0.78
Mr Sean Reville Llewelyn 539,000 0.67
Foskin Pry Led 532,778 0.66
Fogbell Nominees Pry Ltd 513,578 0.64
Mr John Scorr Mack & Mrs Gwenneth Grace Mack 500,500 0.61
Mr Tibor Von Karlowirtz 500,500 Q.62
44,177,785 55.06
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Additional Information

{¢) The twenty largest oprionholders hold 85.47% of the total options issued,

Holder Nao. of Options %
Uranex Resources Lud 2,500,000 20.06
ANZ Mominees Limited 1,393,898 11.19
Mr James U Blanchard 111 1,358,559 11.15
Bunnaton Lud 1,388,889 1115
Fogbell Nominees Pry Led 514,357 4.13
Aylworth Holdings Pry Lid 444,444 3.57
Grundy Mominees Pry Led 380,903 1.06
Shar Holdings Pry Lid 334,326 2.68
Chreba Pry Led 123,403 2.60
Mr R.W. & C.]. Crabb IT7.778 123
Planmoor Investments Pov Lud 267,778 .15
Mr B.& AL Lee 122,11 1.78
Mr M.). Wildie 200,000 160
Aurex Pry Led 130,952 1.05
Srraregic Consultants Pry Lod 125,000 1.00
Foskin Poy Led 108,611 0.87
Mrs BLE. James 100,000 0,80
Mr R.AM. Johns 100,000 (.80
PEP Nominee Pry Lud 100,000 0.80
Mr M.F. Wormll 100,000 0.80
10,401,450 Bi.47

(d) Voring righes
For all shares, voting rights are ane vote per member on a show of hands and one vare per share in a poll.
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Pursuant to the Listing Requirements of Australian Stock Exchange Limited as at 12 Seprember 1998

(¢} Mining Tenements held -

Uranium Projects
Projecs Tenement Inserest % IV Parmerfs Operator
WESTERN AUSTRALIA
FONTON GE(A)Ss 50% Brightstar Power Corporation Pry Lid Paladin Resources NL
GASCOYNE 1E(A) 50% Brightstar Power Corporation Pry Lud Paladin Resources NL
MANYINGEE iM's 100% -
OOBAGOOMA 4E{A)s 100% - -
SOUTH AUSTRALIA
LAKE ELDER 4ELs 50% Brighrstar Power Corporation Pry Led Paladin Resources NL
CURNAMONA 4ELs 37.5% Brightstar Power Corporation Pry Led Paladin Resources NL
URANIUM JOINT VENTURE & Goldminco NL
SICCUS JOINT VENTURE 3ELs 45% Brightstar Power Corporation Pry Led Paladin Besources NL
& Signature Resources NL
BINGELLY JOINT VENTURE IEL 0% Brightstar Power Corporation Pry Lud Paladin Resources NL
& Fortuna NL
EMU WELL JOINT VENTURE 1EL 45% Brightstar Power Corporation Pry Lid Paladin Resources NL
& ].E. Risinger
NORTHERN TERRITORY
NAPPERBY 2EL(A)S 50% Brightstar Power Corporation Pry Lid Paladin Resources NL
N E ARUNTA IEL{A) 50% Brightstar Power Corporation Pry Lud Paladin Resources NL
MALAWI - AFRICA
KAYELEKERA 1 EPL 80% Balmain Resouces NL Paladin Resources NL
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Additional Information

(e) Mining Tenements held - {continued)

Non-Uranium Projects

Project Tenement Ineerest % IV Pirmerfs Operator

WESTERN AUSTRALIA

WEST KAMBALDA JOINT VENTURE

CAVE ROCK TENEMENTS | 18P 40% Juno Resources NL Maladin Resources NL
Central Kalpoorlie Gold Mines NL

ST BARBARA NORTH P 404% Juno Resources ML Paladin Resources NL

TENEMENT Cenrral Kalgoorlie Gald Mines NL

MERCUGIL JOINT 1E 0% Juno Besources NL Paladin Resources NL

VENTURE TENEMENTS Central Kalgoorlie Gold Mines NL

& Defiance Mining NL

PILBAILEY JOINT 1E 32% Juni Resources ML Paladin Besources NL
VENTURE TENEMENTS 2P Central Kalgoorlie Gold Mines NL

4 M(A)S & Border Resources NL
ST BARBARA SOUTH P 0% Juno Resonrces ML Paladin Resources NL
TENEMENT Cenrmal Kalgoorlie Gold Mines NL

& Defiance Mining NL

TOP DAM TENEMENTS IE 0% Juno Resources NL Paladin Resources NL
IMIAYS Central Kalgoorlie Gold Mines NL,
Merrite Mining NL & Richfield Resources NL

DUNNSVILLE 1E 100%:

DUNNSVILLE 1E 30% lda Gold Pry Lid Delea Gold NL
JOINT VENTURE

LAKE ROE 1E 100% ’ i
ASHBURTON BASIN 4E(A)S 100%

NORTHERN TERRITORY

LITCHFIELD 1EL 100% - -

BRUMBY JOINT VENTURE  2ELs 20% Acacia Resources Ld Acacia Resources Lrd
MARGARET RIVER 2EL's 0% Acacia Resources Lud Acacia Resources Lrd
JOINT VENTURE

DAVENPORT 1EL{A) 0% Normandy Gold Pry Lid Normandy Gold Pry Lid
E Exploration Licence (W) P Prospecting Licence (WA)

E(A) Exploration Licence Application {WA) EL Exploration Licence (SA and NT)

M Mining Lease (WA) EL(A) Explaration Licence Application (SA and NT)
M(A) Mining Lease Application (WA) EPL Exclusive Prospecting Licence (Malawi)
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