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Dear Fellow Shareholder.

The year under review has been one of significant activity as Red Metal continued to develop its large portfolio of highly

prospective exploration properties, all of which are strategically located within some of Australia’s most fertile mineral terrains. 

In addition to Red Metal’s focus on giant copper-gold-uranium deposits, Red Metal has also developed properties prospective for

roll-front uranium, mineral sands and silver-lead-zinc deposits.

The extensive exploration program resulted in the drill testing of an impressive number of  targets, all of which had potential to host

a world class deposit. Red Metal mainly target covered geophysical anomalies in proven copper and base metal terrains.  These

terrains offer a high potential but high risk exploration strategy, one that has proved very successful in Australia with discoveries such

as Olympic Dam, Ernest Henry, Cannington, Osborne and more recently Prominent Hill and Carrapeteena resulting from this

approach.  Although high risk the potential reward if successful is very large.

In conjunction with its alliance partner Phelps Dodge Australasia Inc. and joint venture partners that include BHP Billiton and Rio Tinto

Exploration Pty Limited, Red Metal is planning another active, drill intensive program during the 2006/07 field seasons.  In keeping

with this strategy, the Company over the next six months has exposure to:

■ Drill tests of a large number of copper-gold targets on the Tennant Creek and Mount Isa projects including a deep drill test

funded by PDAI below a wide zone of copper-gold mineralisation at Jimmy’s Creek prospect;

■ Drill tests by BHP Billiton of Broken Hill type silver-lead-zinc targets on the Maronan project located only 90 kilometres north

of their Cannington mine;

■ Drill tests of roll-front uranium targets defined on the Lakes and Algebuckina projects in South Australia;

■ Drill tests on exciting nickel±copper targets on the Padthaway project, South Australia.

Red Metal plans to continue to generate and test highly prospective targets in proven mineral terrains in Australia, a strategy which

your Board believes will maximise our chances of making a world class mineral discovery in Australia. 

On behalf of the board and shareholders I would again like to thank Rob Rutherford and his team for their ongoing commitment,

enthusiasm and professionalism.

Thank you for your continuing support.

Russell C Barwick

CHAIRMAN’S LETTER
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The projects cover over 30,000 square kilometres largely within the Gawler Craton, the Curnamona Province, the Mt Isa Inlier, 

the Tennant Creek Inlier and McArthur Basin which are some of Australia’s most fertile mineral terrains (Figure 1).  The current high

prices of all commodities and a number of recent exploration successes in these terrains by other companies lend strong support

to Red Metal’s exploration strategy.  Some of the positive exploration results include Teck Cominco Australia Pty Ltd’s encouraging

follow-up drill intercepts on the new copper discovery at Carrapeteena, additional zircon rich heavy mineral sand discoveries at

Tripitaka and Gulliver in the Eucla Basin, encouraging copper and base metal drill intercepts on the Rover field, Tennant Creek and

the Las Mineralas prospect in the Cloncurry region and the new uranium discovery at Four Mile adjacent to the Beverley uranium

mine in South Australia.  

REVIEW OF OPERATIONS

[Figure 1]

Location of Red Metal Projects.

Red Metal’s exploration strategy is focused on projects prospective for the discovery of giant copper-gold-uranium deposits in

Australia although its regional exploration approach has led to the securing of a significant portfolio of roll-front uranium, mineral

sand and sedimentary hosted silver-lead-zinc projects as well.



Red Metal had an active year and in keeping with its drill intensive strategy has advanced a large number of exciting projects with

drill tests on the Moonta, Pernatty Lagoon, Coober Pedy, Peake and Denison, Corkwood and Frome copper-gold projects, 

Lakes uranium project, Watraba mineral sands projects and McKinlay and Northeast Broken Hill silver-lead-zinc projects.  

Red Metal is pleased to report that exploration activities over the year were completed without any environmental incidents or

safety incidents.

Red Metal has maintained a high drilling rate, despite many programs in the industry experiencing delays due to a shortage of drill

rigs, with a total of 10,053 metres of aircore and 14,420 metres of percussion and diamond core drilling testing 47 separate

targets.  Any one of these targets had the potential to achieve our aim of discovering a world class deposit.  Detailed gravity

surveys totalling 1,879 stations completed over a large number of projects identified a series of high priority drill targets for testing in

2006 and 2007.  

Red Metal has maintained its strong cash position and high drilling rate with additional funding under agreements from: 

■ Phelps Dodge Australasia, Inc. (PDAI) on the Moonta, Peake and Denison and Northeast Broken Hill projects and more

recently on the Corkwood project;

■ BHP Billiton Minerals Pty Ltd (BHP Billiton) on the McKinlay and Maronan silver-lead-zinc projects and;

■ Rio Tinto Exploration Pty Limited on the Watraba and Murat Bay mineral sand projects.  

In addition, funding under the South Australian Government PACE grants have encouraged drill tests on a range of new conceptual

targets within that State and diamond rights on some of the Company’s McArthur Basin silver-lead-zinc projects have been joint

ventured to Gravity Diamonds Limited.  Total exploration expenditure by Red Metal was $2,028,121 of which $229,575 of funding

was provided by government grants.  Additional funding provided from PDAI under the Alliance was $1,401,827 and BHP Billiton

incurred expenditure totalling $541,098 as part of earn-in commitments in respect of the McKinlay and Maronan joint ventures.

Exploration in progress or commencing shortly includes:

■ Drill tests of over 20 separate copper-gold targets on Tennant Creek and Mount Isa projects testing a range of combined

gravity and/or magnetic targets;

■ A deep drill test funded by PDAI on the Corkwood project, Mount Isa, below a wide zone of copper-gold mineralisation at

Jimmy’s Creek prospect;

■ Drill tests by BHP Billiton of Broken Hill type silver-lead-zinc targets on the Maronan project located only 90 kilometres north

of their Cannington mine;

■ Drill tests of roll-front uranium targets defined on the Lakes projects located about 70 kilometres northeast of the Beverley

uranium mine, South Australia;

■ Drill tests on roll-front uranium targets defined on the Algebuckina project, South Australia;

■ Drill tests on exciting nickel±copper targets on the Padthaway project, South Australia.

Red Metal’s experienced exploration team continues to generate new conceptual projects and assess a range of joint venture

opportunities which meet its corporate objective. 

Red Metal retained $8.16 million in cash and cash equivalents at year end and with it’s extensive and well positioned copper

portfolio and exciting range of base metal, zircon and uranium projects, the Company is well placed to provide shareholders with

exposure to an exciting and diversified set of mineral opportunities within some of Australia’s most productive, metal rich terrains.

red metal limited annual report 06
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MOUNT ISA INLIER

Mount Isa Projects – Copper, Gold and Silver, Lead, Zinc

(100% Red Metal subject to PDA1 earn in rights)

The Company has a significant land holding in the prospective Mount Isa Inlier in north-western Queensland, a region which is host

to a number of world class copper and base metal deposits (Figure 2). Magnetic interpretation combined with detailed gravity

surveying is being utilised to define copper-gold and Cannington or Broken Hill type silver-lead-zinc targets for first pass drill testing.

New tenements added to this portfolio include the Spider Creek and Oonoomurra (Naraku project), Brolga Bore and Sandy Creek

(Southern Isa project) and the St Andrews project. 

During the year detailed gravity surveys on several projects were completed, BHP Billiton commenced drill tests of Broken Hill type

silver-lead-zinc targets on the McKinlay and Maronan projects (see below) and Red Metal, although delayed because of rig

shortages, initiated drilling on the Corkwood project.  

[Figure 2] 

Mount Isa Inlier : Red Metal projects and

regional geology showing extent of the

outcropping Proterozoic rocks, main granite

intrusions and major deposits of the region.



Drill tests on geophysical targets adjacent to copper mineralisation previously encountered on the Northeast Isa (Taldora), Southern

Isa (Elizabeth Springs) and Corkwood projects are planned to commence in 2006. Included in these programs is a deep drill test,

funded by PDAI, on the Corkwood project below a wide zone of copper-gold mineralisation at Jimmy’s Creek prospect (Figure 3). 

McKinlay Project – Silver, Lead, Zinc

(70% Red Metal subject, 30% PDAI, BHP Billiton earning 70%)

BHP Billiton completed over 3,030 metres of drilling this year testing a range of Broken Hill type silver-lead-zinc targets.  A significant

40 to 70 metre wide zone of moderate-strength Broken Hill type alteration with anomalous silver, lead and zinc mineralisation was

intersected on the Breena prospect.  A deep drill test below the wide alteration zone at Breena was  recently completed which

intersected a similar wide zone of alteration with anomalous levels of silver, lead and zinc. 

Maronan Project – Silver, Lead, Zinc

(100% Red Metal , BHP Billiton earning 70%)

Historic drilling on this project had identified Broken Hill or Cannington type silver-lead mineralisation. BHP Billiton entered into a joint

venture over the project in 2005 and has subsequently completed a deep penetrating electrical geophysical survey, a detailed

ground magnetic survey and integrated all geological and geochemical data  into a 3D geological model.  Drill tests on at least

four Broken Hill type silver-lead-zinc targets are in progress with results expected in the September quarterly report. 
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[Figure 3] 

Corkwood – Jimmy’s Creek

cross section.  Includes hole

BMD003 located 200m

south of section and hole

BMD017 located 250m

north of section.  Proposed

deep drill test shown.
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GAWLER CRATON AND CURNAMONA PROVINCE

Moonta Project – Copper, Gold

(Red Metal right to earn up to 21%, PDAI funded)

The Moonta Project is centred around the historic copper mining district of Moonta and Wallaroo (Figure 4).  Red Metal have

successfully utilised detailed gravity and magnetic data in conjunction with soil calcrete geochemistry to identify basement

copper mineralisation under shallow cover sequences within the Moonta region. 

During the year, a total of 1,550 metres of shallow aircore and 4,074 metres of diamond core drilling was completed mainly at

Wombat,  Southern Wombat and Target 78 and on electromagnetic anomalies surrounding the historic Moonta mines.

Diamond core drilling at Wombat intersected copper sulphide mineralisation with grades greater than about 1% copper over a

strike length of about 400 metres within a 15 metre to 25 metre wide shear zone hosted in grey meta-pelite rocks.  A deep drill test

below the mineralised Wombat prospect, MPD 27, returned 30 metres grading 0.55 % copper  from 650 metres (Figure 5).

Resource potential within the drill tested portions of the Wombat shear zone may be limited.  It is anticipated that Red Metal and

PDAI will withdraw from the joint venture pending a final review of the remaining exploration potential.  

[Figure 4] 

Location of Red Metal projects in the Gawler Craton and Curnamona Province on greyscale image of magnetic intensity.



Peake and Denison Projects – Copper, Gold, Uranium

(Red Metal right to earn between 18% and 21%, PDAI funded)

The Peake and Denison projects include two joint ventures incorporating the majority of the Peake-Denison magmatic centre

located within the north-eastern margin of the Gawler Craton, South Australia.  This interpreted magmatic centre has a regional

scale magnetic and gravity signature similar to the region hosting the Olympic Dam mine (Figure 6).  

A conventional diamond core drilling program was completed during the year with three of six holes intersecting encouraging

magnetite±hematite ironstones which led to an expanded gravity survey to map possible, hematite rich breccia targets.

Processing and interpretation of the gravity data is in progress in preparation for drilling in 2006. 

red metal limited annual report 06

8

REVIEW OF OPERATIONS

[Figure 5] 

Moonta Project: Wombat prospect, plan showing drill hole locations,

deep drill hole traces and significant drill intercepts.
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Pernatty Lagoon Project – Copper, Gold, Uranium

(Red Metal right to earn up to 70%)

The recent Carrapateena discovery in the Gawler Craton, South Australia, was located by drilling a small 2 milligal gravity anomaly

in a district where many of the historic drill holes had intersected pervasive sericite alteration typical of that seen in the alteration

halo around the Olympic Dam deposit.  Pernatty Lagoon is located less than fifty kilometres south of Carrapeteena (Figure 4 and

Figure 6) and is also characterised by strong sericite alteration.  Detailed gravity surveys completed by Red Metal defined several

gravity anomalies considered prospective for copper mineralisation (Figure 7).    

[Figure 6] 

Northern Gawler Craton: magnetic

image showing location of main

Red Metal projects. 



Four gravity targets (A1, A2, C1 and D2) similar to the anomaly over the Carrapeteena discovery were drilled during the year 

(Figure 5).  Drilling on A1, A2 and C1 intersected dense rocks types with strong sericite alteration similar to alteration in the halo

surrounding Carrapeteena but no hematite breccia or significant copper was intersected.  Anomalous levels of zinc (up to 0.17%),

lead (up to 777ppm) and arsenic (up to 200ppm ) were detected in A1.  The largest amplitude gravity anomaly B1 is located

within a culturally sensitive area and has not been drilled at this point in time.  Discussions with native title claimants about

accessing target B1 are continuing. 
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[Figure 7] 

Pernatty Lagoon Project: residual

gravity image showing untested

gravity targets. 
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Frome Projects – Copper, Gold, Uranium

(Red Metal right to earn between 60% and 70%)

The Frome joint ventures are located in the north-western

portion of the metal-rich Curnamona Province of South

Australia (Figure 4 and Figure 8) and target Olympic Dam

style copper, gold and uranium mineralisation in basement

rocks and uranium mineralisation in the younger

sedimentary cover sequences. 

Red Metal completed diamond drill testing on three

regionally significant gravity targets. The drill holes intersected

basement highs of dense rock types showing strong sodic,

calcic and iron alteration typical of regional alteration seen

in other prospective Iron Oxide Copper Gold (IOCG) terrains

around the world.  

A step-out precollar hole (QBE2) was completed on the

Dolores East prospect near where an earlier drill hole (QBE1)

intersected a volcanic hydrothermal breccia pipe

containing broad intervals of low-grade copper

mineralisation and hematite alteration.  Encouraging

basement rock retrieved from the end of the QBE2 pre-collar

hole comprised strongly weathered siderite-sericite altered

breccia with traces of pyrite, chalcopyrite and hematite.

Completion of the drill test is planned for 2006.

In addition, Quaternary paleo-channel sediments were drill

tested for uranium mineralisation (see Lakes uranium project

for details).
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[Figure 8] 

Curnamona Province: greyscale magnetic image showing Red Metal

projects locations and the major deposits and prospects of the region



Padthaway Project – Nickel, Copper

(Red Metal 95%) 

Red Metal secured a prospective land holding on the Padthaway project with Vintage Exploration Pty Ltd. (free carried 5% to a

decision to mine) over an exciting new nickel ± copper concept. 

This  new project is following-up a recent drill intercept of ultramafic rock containing disseminated nickel sulphides located within

the poorly explored Kanmantoo Trough about 130 kilometres southeast of Adelaide.  The ultramafic rock, originally drilled by

Vintage, contains visible nickel sulphides and magnetite which assayed up to 0.135% nickel, 0.125% chromium and 34.3%

magnesium.  Detailed gravity surveying completed by Red Metal around the nickel mineralised drill hole has defined two

significant gravity targets (Figure 9).  Initial drill tests on the two targets will commence soon. 

Northeast Broken Hill Project – Silver, Lead, Zinc

(Red Metal 100%, subject to PDAI earning 70%) 

This project abuts the northeast boundary of the group of mining leases containing the giant Broken Hill lead-zinc-silver deposits in

New South Wales (Figure 8).  Airborne gravity anomalies possibly sourced from structural or stratigraphic repeats of the Broken Hill

lodes were targeted.   Phelps Dodge Australasia, Inc. elected to invoke its rights under the Alliance and fund further exploration on

the project under the standard joint venture terms.  Diamond drilling of the Stephens Creek and larger Statues airborne gravity

anomalies both intersected dense sillimanite-bearing metasediments.  No significant lead or zinc mineralisation was intersected. 

It is anticipated that Red Metal and PDAI will relinquish the project pending a final  review of the remaining exploration potential. 
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[Figure 9] 

Kanmantoo Trough: Padthaway project,

KiKi prospect, gravity image with detailed

gravity contours (0.2 milligal intervals)

showing location of nickel mineralised drill

hole (KD02) and the nearby, recently

defined gravity anomalies considered

highly prospective for intrusive-hosted

nickel mineralisation.  
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The Ooldea Mineral Sands Projects – Zircon, Titanium

(Red Metal 100%, Ooldea subject to PDAI option to earn-in; 
Watraba and Murat subject to Rio Tinto Exploration Pty Limited option to earn 60%)

These projects cover Tertiary beach sands along the eastern margin of the Eucla Basin, South Australia (Figure 4) where Iluka

Resources Limited recently discovered four significant zircon rich heavy mineral sand resources, Jacinth, Ambrosia, Tripitaka and

Gulliver (Figure 10).  Red Metal’s tenements cover part of the northern and southern extension to the prospective shore line hosting

the new discoveries as well as higher shore lines interpreted to the east.

In July 2006 Red Metal entered into a Letter Agreement with Rio Tinto Exploration Pty Limited to explore and potentially develop

heavy mineral sands on the Watraba and Murat Bay tenements.  The Letter Agreement provides that Rio Tinto Exploration Pty Limited

can elect to earn a 60% interest in the tenements by sole funding the completion of a bankable feasibility study and making a

positive decision to mine within five years. Funds were recently released for a 4,257 metre first-pass, aircore program on the

tenements.  Drilling intersected interpreted deep water, off shore sands with visible low-grade concentrations of heavy minerals on

two drill traverses (assays pending).  Additional exploration licence applications targeting conceptual deep water concentrations of

heavy minerals were acquired.

Access negotiation with Native title claimants were successfully completed for the Barton and Ooldea South tenements in

preparation for a first pass aircore program in 2006/2007.   

[Figure 10]  

Ooldea Mineral Sand Projects:

digital terrain image showing

location of Red Metal projects

and known heavy mineral sand

deposits and prospects in the

Eucla Basin, South Australia. 



Lakes Uranium Project – Uranium 

(Red Metal 100%, right to earn between 60% and
70% on joint ventures)

This project targets uranium deposits hosted within both

Tertiary and Quaternary sedimentary sequences within the

district containing Heathgate Resources Pty Ltd’s Beverley

uranium mining operations in northern South Australia.  The

Company has secured extensive areas prospective for

uranium mineralisation within it’s wholly-owned Lakes

projects and within the Frome joint venture projects (Figure

4 and Figure 8).  

During the year, Red Metal completed an aircore program

totalling 23 drill traverses (4,246 metres) across 11 separate

Quaternary paleo-channels to test the potential for

channel-fill calcrete uranium deposits however no

significant uranium mineralisation was detected.

A review of historic drill data targeting Beverley-style roll-

front uranium potential within the deeper Tertiary sands

identified possible extensions of a known roll front into Red

Metal’s 100% owned Lake Blanche and Lake Callabonna

tenements (Figure 11). These targets occur in the

prospective Namba Formation sands which host the

Beverley uranium mine located 70 kilometres to the

southwest and are planned for drill testing soon. 

Algebuckina Project – Uranium 

(Red Metal 100%)

Red Metal also recognised the potential for sedimentary hosted roll-front type uranium deposition within older Mesozoic sandstone

sequences flanking the highly radiogenic Peake and Denison Inlier located along the northeastern margin of the Gawler Craton

(Figure 4 and Figure 6).    A PACE grant of $50,000 was obtained to test this new concept.  Drilling is scheduled for later this year.   
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[Figure 11]  

Lakes Projects:  interpreted map of the rolling oxidation front within the Namba

Formation (N-Sands unit) based on historic drill hole data (red oxidised sands,

grey reduced sands).  Note how oxidation front interpreted to extend(roll)

down porous channel facies coincident with present day drainages. 
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TENNANT CREEK INLIER

Tennant Creek Projects Copper – Gold

(Red Metal 100%, subject to PDAI option to earn-in)

Small but high-grade deposits of copper and gold mineralisation have been mined, under shallow cover, in the Tennant Creek

field in the Northern Territory for many years.  They are associated with magnetite and/or hematite bearing ironstones which have a

strong magnetic and gravity response (Figure 12).  Detailed gravity surveying completed over a number of Red Metal tenements

have highlighted several previously untested gravity and/or magnetic anomalies which have the potential to be mineralised. 

The largest combined magnetic and gravity target is over 1.2 kilometres long in a region never before drilled and covered by an

estimated 100 to 200 metres of cover.  A 2,500 metre percussion and diamond core drill program will commence soon.

[Figure 12]  

Tennant Creek Inlier: magnetic image highlighting Red Metal tenements, deep seated magnetic

granites (red areas) northwest and southeast of the Tennant Creek mineral field and the principle

gold±copper deposits in the region.
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McARTHUR BASIN
Mallapunyah and Urapunga Projects – Silver, Lead, Zinc

(100% Red Metal , Gravity Diamonds earning 80% diamond rights)

These projects target sedimentary hosted silver-lead-zinc deposits similar to the giant McArthur River or Century mines and are also
considered prospective for diamonds (Figure 1). 

Successful meetings this year saw traditional owners of aboriginal land covered by the Urapunga North and Mallapunyah applications
agree to commence access negotiations with Red Metal.  If successful, base metal exploration should begin on the Urapunga North
tenement in 2007.

Diamond rights on the Mallapunyah tenement were joint ventured to Gravity Diamonds Limited who have a strong diamond focus
and a new kimberlite discovery in the region (Abner Range pipe).  

The Information in this report that relates to Exploration Results is based on information compiled by Robert Rutherford, who is a member of the Australian

Institute of Geoscientists (AIG).  Robert Rutherford is a director of the Company.  Robert Rutherford has sufficient experience which is relevant to the style

of mineralisation under consideration and to the activity which he is undertaking to qualify as a Competent Person as defined in the 2004 Edition of the

“Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves” (the JORC Code).

CORPORATE POLICIES

Environmental Policy Statement
Red Metal is a responsible company which recognises and respects the environment and the values and rights of others in the environment.

Red Metal holds the opinion that industry can operate in harmony with minimal impact on the environment.  Red Metal recognises
that environmental performance is an important factor in its business performance and as a measure of professionalism.

Red Metal recognises that its activities can have environmental impact and that it has obligations to mitigate those for the benefit of
all.  As a minimum, the Company will comply with all applicable environmental obligations.

Red Metal commits to continually improving its environmental performance and responsibility through the education of its employees
and contractors and the following initiatives:

■ integrating environmental considerations into project planning and operations

■ implementing environmental controls and strategies to identify, minimise and avoid wherever possible environmental impact
from our activities

■ monitoring relevant environmental parameters

■ auditing and reporting on environmental performance

■ preventing pollution by minimizing emissions and the generation of waste

■ providing sufficient training and resources for effective environmental management

■ having open communication with communities and other stakeholders about environmental issues

■ adopting programs which substantially improve the environment in the areas surrounding high impact areas. 

Red Metal intends to be a proactive environmental manager, and through consultation with the stakeholders and government ensure
that it remains a good corporate citizen.

Safety Policy Statement
It is the philosophy of Red Metal that industry can operate efficiently and productively without causing injury or damage to people.  

Red Metal recognises that the safety and health of its employees is of prime importance and is an essential part of the planning and
control of its operations.

It is Company policy to work towards an accident free environment in which hazards are controlled or eliminated and safe working
attitudes are promoted through consultation and participation at all levels of the workforce.  A collective responsibility binds
management and employees to achievement of these goals.

Our ability to prevent injuries and accidents is an important measure of our operations efficiency.  Success in our safety endeavours is
dependent upon the active involvement of every employee of the Company.
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DIRECTORS’ REPORT

for the year ended 30 june 06

The directors present their report together with the financial report of Red Metal Limited (the “Company”) for the financial year

ended 30 June 2006 and the auditors’ report thereon. Red Metal Limited is a listed public company incorporated in and

domiciled in Australia.

DIRECTORS

The directors of the Company at any time during or since the end of the financial year are:

Russell Barwick is a mining engineer with over 30 years technical, managerial and

corporate experience in various commodities.  He initially worked for Bougainville Copper

Limited, Pancontinental Mining Limited and CSR Ltd.  Following this, Russell spent 17 years

with Placer Dome Inc occupying a number of key development, operational and

corporate roles culminating in being appointed managing director of Placer Nuigini Ltd.

He then served as Chief Executive Officer of Newcrest Mining Limited where he achieved

strong market support.  Russell is currently Chief Operating Officer of Goldcorp Inc.

Rob Rutherford is a geologist with over 20 years Australian and international

exploration experience and has been involved in generative, feasibility and

management roles in the copper, gold and basemetal exploration industry.  He was

formerly employed by Phelps Dodge Australasia Inc. for over 9 years where he was

promoted to Australian Exploration Manager and internal expert on Iron-Oxide

Copper-Gold hydrothermal systems and Sediment-Hosted copper deposits.  

Rob initiated and negotiated the alliance with Phelps Dodge, founded Red Metal

Limited and generated the current ground package. 

Joshua Pitt is a geologist with over 30 years experience in exploration and corporate

management. He has had a successful career in providing seed capital and

corporate services to new mining and exploration ventures.  He is also a director of

Hampton Hill Mining NL (since 1997), Traka Resources Ltd (since 2003) and Red Hill

Iron Limited (since 2005).

Former directorships of listed companies in last three years

Dalrymple Resources NL from 1989 to 2003 and LionOre Mining International Ltd

from 2003 to 2005.

Mr Patrick Flint CA was appointed to the position of Company Secretary in June 2003. Mr Flint is also company secretary of Moto

Goldmines Limited, Elemental Minerals Limited and Zedex Minerals Limited, all of which are listed on the ASX. 

DIRECTORS’ MEETINGS

The number of meetings of the Company’s directors and the number of meetings attended by each director during the year

ended 30 June 2006 are:

Number of meetings attended Number of meetings held

during period of office during period of office

Russell Barwick 4 4

Robert Rutherford 4 4

Joshua Pitt 4 4

There were 4 directors' meetings held during the period. The Company does not have an audit committee. Due to the small size

of the board all matters that would be addressed by committees are dealt with by the full board of directors.

Russell Barwick

Dip Min Eng, FAusIMM, FAICD

Independent Non-Executive Chairman

(Appointed 12/6/03)

Robert Rutherford

BSc (Geol), Masters Econ Geol

Managing Director 

(Appointed 13/1/03)

Joshua Pitt

BSc (Geol), MAusIMM

Independent Non-Executive Director

(Appointed 2/7/03)
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CORPORATE GOVERNANCE STATEMENT 

This statement outlines the main corporate governance practices in place throughout the financial year, which comply with the ASX

Corporate Governance Council recommendations, unless otherwise stated.

BOARD OF DIRECTORS

Role of the Board

The Board’s primary role is the protection and enhancement of long-term shareholder value. 

To fulfil this role, the board is responsible for the overall corporate governance of the Company including formulating its strategic direction,

approving and monitoring capital, exploration and operating expenditure, setting remuneration, appointing and removing directors and

senior executives, establishing and monitoring the achievement of management’s goals and ensuring the integrity of internal control and

management information systems. It is also responsible for approving and monitoring financial and other reporting.

The board has delegated responsibility for operation and administration of the Company to the Managing Director and 

senior management.

Board Processes

Due to the small size of the board all matters that would be addressed by committees (eg. nomination committee, audit

committee) are dealt with by the full board of directors.

The board has established a framework for the management of the Company including a system of internal control, a business risk

management process and the establishment of appropriate ethical standards.

The full Board holds regular meetings to discuss operational matters, plus strategy meetings and any extraordinary meetings at such

other times as may be necessary to address any specific significant matters that may arise.

The agenda for meetings is prepared in conjunction with the Chairman and Managing Director.  Board reports are circulated in advance.

Director Education 

Directors have the opportunity to meet with management and project geologists to gain a better understanding of exploration

projects and activities. Directors are encouraged to update and enhance their skills and knowledge.

Independent Professional Advice and Access to Company information 

Each director has the right of access to all relevant company information and to the Company’s employees and, subject to prior

consultation with the Chairperson, may seek independent professional advice from a suitably qualified adviser at the Company’s

expense. The director must consult with an advisor suitably qualified in the relevant field, and obtain the Chairperson’s approval of

the fee payable for the advice before proceeding with the consultation. A copy of the advice received by the director is made

available to all other members of the board.

Composition of the Board

The names of directors of the Company in office at the date of this report are set out above.

The composition of the Board is determined using the following principles:

■ the Board should comprise at least three directors.  This number may be increased where it is felt that additional expertise is

required in specific areas, or when an outstanding candidate is identified.

■ the Board should comprise a majority of independent, non-executive directors.
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■ the Board should comprise directors with a broad range of expertise, with a majority of directors having extensive

knowledge of the Company’s industry.

■ the Chairperson should be a non-executive independent director. 

■ directors appointed by the Board are subject to election by shareholders at the following annual general meeting and

thereafter directors (other than the Managing Director) are subject to re-election at least every three years.

The composition of the Board is reviewed on an annual basis to ensure that the Board has the appropriate mix of expertise and

experience.  When a vacancy exists, through whatever cause, or where it is considered that the Board would benefit from the

services of a new director with particular skills, a panel of candidates is selected with the appropriate expertise and experience.

External advisers may be used to assist in such a process.  The Board then appoints the most suitable candidate who must stand

for election at the next general meeting of shareholders.

The performance of all directors is reviewed by the Chairman each year. Directors whose performance is considered unsatisfactory

are asked to retire.

REMUNERATION REPORT - AUDITED

Remuneration Policies

The Board is responsible for determining remuneration policies and packages applicable to the Board members and senior

executives of the Company. Remuneration levels are competitively set to attract and retain appropriately qualified and

experienced directors and senior executives.  The broad remuneration policy is to ensure the remuneration package properly

reflects the person’s duties and responsibilities and level of performance, and that remuneration is competitive in attracting,

retaining and motivating people of the highest quality.  Where necessary, independent advice on the appropriateness of

remuneration packages is obtained.  

Remuneration packages include a mix of fixed remuneration and short and long-term performance-based incentives.  Executive

directors and staff may receive bonuses of up to 25% of the annual remuneration based on the achievement of performance hurdles.  

Fixed remuneration – Fixed remuneration consists of base remuneration and statutory superannuation entitlements. Remuneration

levels are set by the board based on individual performance and the performance of the Company.  

Performance-linked remuneration - Performance-linked remuneration includes both short-term and long-term incentives and is

designed to reward executive directors and staff.  The short-term incentive is provided in the form of cash, while the long-term

incentive is provided as options over ordinary shares of the Company.  The board exercises discretion in determining the amount of

short-term incentives paid and options issued. Performance is measured by the efficiency and effectiveness of the designing and

implementation of the exploration programme, the enhancement of the Company’s exploration portfolio and the success of the

Company’s exploration activities.  Performance-based remuneration is not based on specific financial indicators such as earnings

or dividends as the Company is at the exploration stage and during this period is expected to incur operating losses.  There is no

separate profit-share plan.

Options were issued to directors (in 2003/04) and staff (in 2003/04, 2004/05 and 2005/06) as an incentive and in recognition of the

fact that the fixed cash component of remuneration is comparatively modest. The ability to exercise the options is conditional on

the holder remaining a director of the Company or in the Company’s employment.  There are no other non-cash benefits

available to directors or staff.

BOARD OF DIRECTORS (CONTINUED)
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REMUNERATION REPORT (CONTINUED)

Service Agreements

It is the Company’s policy that service agreements for executive directors and senior staff be entered into prior to the

commencement of employment, that the agreements be unlimited in term but capable of termination on between 3 and 6

month’s notice and that the Company retains the right to terminate the contract immediately, by making payment equal to

between 3 and 6 months’ pay in lieu of notice. The service agreement outlines the components of remuneration paid to the

executive directors and staff but does not prescribe how remuneration levels are modified year to year. Remuneration levels are

reviewed each year to take account of change in the scope of the role performed and changes in industry remuneration levels.

Mr Rutherford entered into an employment agreement with the Company on 8 September 2003 to be Managing Director of the

Company. Mr Rutherford is paid an annual salary, following a review in January 2006, of $185,000, including statutory

superannuation. Mr Rutherford will also receive an annual bonus of up to 25% of the annual remuneration (excluding the statutory

superannuation) upon the achievement of certain performance criteria (refer above). The duties are those as are customarily

expected of a Managing Director and from time to time delegated by the Board. The agreement is terminable by either party on

six months written notice.

Non-Executive Directors

Total remuneration for all non-executive directors, approved at a shareholders meeting held on 6 June 2003, is not to exceed

$150,000 per annum.  Director’s fees cover all main Board activities and membership of one committee (if required).  Fees may

also be paid to non-executive directors for additional consulting services provided to the Company. Director’s base fees are

presently $24,000. The Chairman’s base fee is $48,000. Non-executive directors are entitled to receive options (subject to

shareholder approval) as it is considered an appropriate method of providing sufficient reward whilst maintaining cash reserves.

Directors' and senior executives' remuneration

Details of the nature and amount of each major element of the remuneration of each director of the Company and the named

officers of the Company receiving the highest remuneration are:

Name Office Salary / Fees Cash Superannuation Options (B) Total

$ Bonus(A) $ $ $ $

Directors

Non-executive

Russell Barwick Non-Executive 2006 47,670 - 330 3,508 51,508

Chairman 2005 47,706 - 4,294 8,113 60,113

Joshua Pitt Non-Executive 2006 24,000 - - 1,754 25,754

Director 2005 26,000 - - 4,056 30,056

Executive

Robert Rutherford Managing 2006 164,221 23,807 18,272 877 207,177

Director 2005 155,046 15,015 13,954 2,028 186,043

Officers

Patrick Flint Company secretary 2006 46,500 - - 438 46,938

2005 44,250 - - 1,014 45,264

(A) The cash bonus vests (100%) in the year of payment. This is the only element of the above remuneration that is performance based.

(B) The fair value of options is calculated at the date of grant using a Black-Scholes model and allocated to each reporting period evenly over the

period from grant date to vesting date. The value disclosed above is the portion of the fair value of the options allocated to this reporting period. The

total fair value of the option remuneration expressed as a percentage of total remuneration is 2.0% (2005: 4.7%).
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The Options were issued in August 2003, exercisable at 20 cents on or before 30 September 2007.  The options are exercisable in

three equal tranches commencing from 30 September 2004, 30 September 2005 and 30 September 2006. Each option entitles

the holder to purchase one ordinary share in the Company.  All options expire on the earlier of their expiry date or termination of

the individual’s employment. The estimated value disclosed above is calculated at the date of grant using the Black-Scholes

option pricing model (assumptions – 4.5% interest rate, 35% volatility).  Further details of options granted during the period are set

out under “Options” below.

Analysis of Share-based Payments Granted as Remuneration

Details of the vesting profile of options granted as remuneration to each director and officer of the Company are listed below:

Options granted Value yet to vest

Number Date % vested Forfeited Financial years in Min Max

in year in year which grant vests

Directors

Russell Barwick 2,000,000 15 August 2003 33% Nil% 2006 / 2007 Nil 33,333

Joshua Pitt 1,000,000 15 August 2003 33% Nil% 2006 / 2007 Nil 14,667

Robert Rutherford 500,000 15 August 2003 33% Nil% 2006 / 2007 Nil 8,333

Officers

Patrick Flint 250,000 15 August 2003 33% Nil% 2006 / 2007 Nil 4,167

The minimum value of options yet to vest is $nil as the options expire on the earlier of their expiry date or termination of the

individual’s employment (or cessation of directorship) and consequently the options may not vest.

The maximum value of options yet to vest is not determinable as it depends on the market price of shares of the Company on the

Australian Stock Exchange at the date the option is exercised. The maximum values presented above are based on the

assumption that the share price on the date the option is exercised is $0.25.

Options Granted to Directors' and Officers 

During or since the end of the financial year, no options over unissued ordinary shares in Red Metal Limited were granted to, were

forfeited by, or were exercised by directors and officers of the Company (as part of their remuneration).

Unissued Shares Under Option 

As at the date of this report, there were 13,127,059 unissued ordinary shares under option.  During the financial period, the

Company issued 150,000 options to subscribe for ordinary shares. No options have been exercised or granted since the end of

the financial period. Further information in respect of these options is set out in Note 14 to the financial statements.

No option holder has any right under the options to participate in any other share issue of the Company or of any other entity.

AUDIT FUNCTION
Due to the small size of the board all matters that would be addressed by the audit committee are dealt with by the full board 

of directors.
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RISK MANAGEMENT 

Oversight of the risk management system

The board oversees the establishment, implementation, and annual review of the Company's Risk Management System.

Management has established and implemented the Risk Management System for assessing, monitoring and managing

operational, financial reporting and compliance risks for the Company. Financial reporting risk management and associated

compliance and controls have been assessed and found to be operating efficiently and effectively. The operational and other

compliance risk management have also been assessed and found to be operating efficiently and effectively. All risk assessments

covered the whole financial period and the period up to the signing of the financial report for all material operations in the

Company.

Risk Profile

The Managing Director reports to the board monthly on the status of risks, ensuring that they are identified, assessed and

appropriately managed.

Major risks arise from such matters as exploration risk, security of tenure including native title risk, environment, government policy

changes, commodity prices, occupational health and safety, status of the strategic alliance with Phelps Dodge and financial reporting.

Comprehensive practices have been established to ensure:

■ exploration expenditure is incurred in accordance with an approved budget. 

■ occupational health and safety standards are monitored and reviewed to achieve high standards of performance

■ joint ventures and project acquisitions are properly authorised and executed.

■ the quality and integrity of personnel.

■ financial reporting accuracy and compliance with the financial reporting regulatory framework.

■ environmental regulation compliance.

Quality and integrity of Personnel

Formal appraisals are conducted at least annually for all employees. Training and development and appropriate remuneration

and incentives with regular performance reviews create an environment of co-operation and constructive dialogue with

employees and senior management.

Financial Reporting

The Managing Director and the Chief Financial Officer have declared, in writing to the board, that the Company’s financial reports

are founded on a sound system of risk management and internal compliance and control which implements the policies

adopted by the board.

Monthly actual results are reported against budgets approved by the directors and revised forecasts for the year are prepared regularly. 
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Environmental Regulation 

The Company holds exploration and mining tenements in various Australian States.  The Company’s operations are subject to

environmental regulation under both Commonwealth and State legislation in relation to its exploration activities.

The Company is committed to achieving a high standard of environmental performance. The Managing Director and Senior

Project Geologist are responsible for the regular monitoring of environmental exposures and compliance with environmental

regulations. As part of this process they are responsible for:

■ implementing environmental management plans in operating areas which may have a significant environmental impact.

■ identifying where remedial actions are required and implementing action plans.

The Board is advised of environmental performance on a monthly basis. Based upon the work completed, the board is not aware

of any significant breaches of environmental requirements during the period covered by this report.

ETHICAL STANDARDS
The Board acknowledges the need for continued maintenance of the highest standards of corporate governance practice and

ethical conduct by all directors and employees of the Company. A fundamental theme of the Company’s code of ethics is that

all business affairs are conducted legally, ethically and with the strict observance of the highest standards of integrity and propriety.

The directors and management have the responsibility to carry out their functions with a view to maximising financial performance

of the Company.

All directors and employees are expected to act with the utmost integrity and objectivity, striving at all times to enhance the

reputation and performance of the Company.  

Conflict of interest

Directors must keep the board advised, on an ongoing basis, of any interest that could potentially conflict with those of the

Company. Where the board believes that a significant conflict exists for a director on a board matter, the director concerned does

not receive the relevant board papers and is not present at the meeting whilst the item is considered. Details of director related

entity transactions with the Company are set out in note 20.

Trading in General Company Securities by Directors and Employees 

The policy on trading in Company securities by directors and employees is that directors and employees are prohibited from

dealing in company shares or exercising options (i) for 4 weeks before and two days after the release of the Company’s quarterly,

half-year and annual results to the Australian Stock Exchange ("ASX"); or (ii) whilst in possession of price sensitive information not yet

released to the market.

COMMUNICATION WITH SHAREHOLDERS
The board provides shareholders with information using a comprehensive continuous disclosure policy which includes identifying

matters that may have a material effect on the price of the Company’s securities, notifying them to the ASX, posting them on the

Company’s website, and issuing media releases. In summary, the continuous disclosure policy operates as follows:

■ The Managing Director and the Company Secretary are responsible for interpreting the Company’s policy and where

necessary informing the board. The Company Secretary is responsible for all communications with the ASX.

RISK MANAGEMENT (CONTINUED)
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■ The Managing Director and the Company Secretary are responsible for interpreting the Company’s policy and where

necessary informing the board. The Company Secretary is responsible for all communications with the ASX.

■ The full annual financial report is distributed to all shareholders. 

■ The half-yearly report contains summarised financial information and a review of the operations of the Company during

the period. The half-year audit reviewed financial report is lodged with the Australian Securities and Investments

Commission and the ASX, and sent to any shareholder upon request.

■ Quarterly reports contain summarised financial information and a review of the operations of the Company during the

period. The quarterly reports are lodged with the ASX, and sent to any shareholder who requests it.

■ Proposed major changes in the Company which may impact on share ownership rights are submitted to a vote 

of shareholders.

■ All announcements made to the market are placed on the Company's website after they are released to the ASX.

■ The full texts of notices of meetings and associated explanatory material are placed on the Company's website.

■ The external auditor is requested to attend the annual general meetings to answer any questions concerning the audit and

the content of the auditor’s report.

All of the above information is made available on the Company’s website within three days of public release, and is emailed to all

shareholders who lodge their email contact details with the Company. Information on lodging email addresses with the Company

is available on the Company’s website.

The board encourages full participation of shareholders at the Annual General Meeting, to ensure a high level of accountability

and identification with the Company’s strategy and goals. Important issues are presented to the shareholders as single resolutions.

A copy of the Constitution is available to any shareholder who requests it.

PRINCIPAL ACTIVITIES

The principal activities of the Company during the year ended 30 June 2006 were the acquisition and exploration of mineral

prospects in Australia.

RESULTS AND DIVIDENDS

The loss after tax for the year ended 30 June 2006 was $2,457,535 (2005: $1,233,253).  No dividends were paid during the year

and the directors do not recommend payment of a dividend.

REVIEW OF OPERATIONS

A review of operations of the Company during the year ended 30 June 2006 and the results of those operations is set out on page

2 and forms part of this Directors’ Report.

EVENTS SUBSEQUENT TO REPORTING DATE

There has not arisen in the interval between the end of the financial year and the date of this report any item, transaction or event

of a material and unusual nature likely, in the opinion of the directors of the Company, to significantly affect the operations of the

Company, the results of those operations or the state of affairs of the Company, in future financial years.

COMMUNICATION WITH SHAREHOLDERS (CONTINUED)
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SIGNIFICANT CHANGES IN STATE OF AFFAIRS

There were no significant changes in the state of affairs of the Company during the year.

LIKELY DEVELOPMENTS

The Company will continue its mineral exploration activities with the objective of finding mineralised resources.  The Company will

also consider the acquisition of further prospective exploration interests and where appropriate secure joint venture partners to

assist in financing exploration activities.

DIRECTORS’ INTERESTS

The relevant interest of each director in the shares, options or other instruments issued by the Company, as notified by the directors

to the Australian Stock Exchange in accordance with S205G(1) of the Corporations Act 2001, at the date of this report is as follows:

Red Metal Limited

Fully Paid ordinary shares Options over ordinary shares

Russell Barwick 100,000 2,000,000

Robert Rutherford 8,400,001 500,000

Joshua Pitt 4,421,047 1,000,000

INDEMNIFICATION AND INSURANCE OF OFFICERS

The Company has agreed to indemnify the directors of the Company against all liabilities to another person that may arise from

their position as directors of the Company, except where the liability arises out of conduct involving a lack of good faith.

During the financial year the Company agreed to pay an annual insurance premium of $29,790 in respect of directors’ and

officers’ liability and legal expenses’ insurance contracts, for directors and officers of the Company.  The insurance premium

relates to:

■ costs and expenses incurred by the relevant officers in defending proceedings, whether civil or criminal and whatever the

outcome.

■ other liabilities that may arise from their position, with the exception of conduct involving a wilful breach of duty.

NON-AUDIT SERVICES AND AUDITOR INDEPENDENCE

During the year HLB Mann Judd provided taxation services to Red Metal Limited in addition to their statutory audit duties. Fees of

$5,335 were paid for the provision of taxation services. The Directors are satisfied that the provision of non-audit services did not

compromise the auditor independence requirements imposed by the Corporations Act. A copy of the auditors’ independence

declaration as required under Section 307C of the Corporations Act is included on page 26. 

Signed in accordance with a resolution of directors

Robert Rutherford

Managing Director

Sydney, 5 September 2006
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AUDITOR’S INDEPENDENCE DECLARATION

To the Directors of Red Metal Limited:

As lead auditor for the audit of Red Metal Limited for the year ended 30 June 2006, I declare that, to the best of my knowledge

and belief, there have been:

(a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and

(b) no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Red Metal Limited and the entities it controlled during the period.

D K Swindells

Partner

Sydney

5 September 2006

Chartered Accountants
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INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2006

for the year ended 30 june 06

Notes 2006 2005

$ $

Other revenues from ordinary activities 618,245 676,407

Total revenue 3 618,245 676,407

Expenses from ordinary activities

Employee and consultant expenses (administration) (284,827) (277,182)

Exploration expenditure written off (2,584,180) (1,447,846)

Depreciation 11 (25,384) (24,485)

Occupancy expenses (82,111) (88,531)

Other expenses from ordinary activities (99,278) (71,616)

Loss from ordinary activities before related income tax benefit 4 (2,457,535) (1,233,253)

Income tax benefit relating to ordinary activities 6 - -

Net loss 16 (2,457,535) (1,233,253)

Cents Cents

Basic loss per share 7 (3.0) (1.5)

Diluted loss per share 7 (3.0) (1.5)

The income statement should be read in conjunction with the notes to the financial statements.
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BALANCE SHEET
AS AT 30 JUNE 2006

Notes 2006 2005

$ $

CURRENT ASSETS

Cash and cash equivalents 9 8,163,000 9,966,309

Trade and other receivables 10 324,057 217,373

TOTAL CURRENT ASSETS 8,487,057 10,183,682

NON-CURRENT ASSETS

Trade and other receivables 10 95,493 120,193

Property, plant and equipment 11 35,906 53,260

Acquisition, exploration and evaluation expenditure 12 1,715,909 2,271,968

TOTAL NON-CURRENT ASSETS 1,847,308 2,445,421

TOTAL ASSETS 10,334,365 12,629,103

CURRENT LIABILITIES

Trade and other payables 13 570,455 437,576

TOTAL CURRENT LIABILITIES 570,455 437,576

TOTAL LIABILITIES 570,455 437,576

NET ASSETS 9,763,910 12,191,527

EQUITY

Contributed equity 14 13,902,789 13,902,789

Option reserve 15 128,247 98,329

Accumulated losses 16 (4,267,126) (1,809,591)

TOTAL EQUITY 9,763,910 12,191,527

The balance sheet should be read in conjunction with the notes to the financial statements.
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for the year ended 30 june 06

Notes Issued Accmd Option Total

Capital Losses Reserve Equity

Balance at 1 July 2004 13,902,789 (576,338) 54,337 13,380,788

Loss attributable to members of the Company (a) - (1,233,253) - (1,233,253)

Cost of share based payments (b) - - 43,992 43,992

Balance at 30 June 2005 13,902,789 (1,809,591) 98,329 12,191,527

Balance at 1 July 2005 13,902,789 (1,809,591) 98,329 12,191,527

Loss attributable to members of the Company (a) - (2,457,535) - (789,937)

Cost of share based payments (b) - - 29,918 13,142

Balance at 30 June 2006 13,902,789 (4,267,126) 128,247 9,763,910

(a) The loss attributable to members of the Company includes the cost of share based payments.

(b) The cost of share based payments represents movements in equity arising from the issue of options.

The statement of changes in equity should be read in conjunction with the notes to the financial statements.
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2006

Notes 2006 2005

$ $

CASH FLOWS FROM OPERATING ACTIVITIES

Cash receipts in the course of operations 112,120 97,249

Cash payments in the course of operations (407,582) (403,833)

Interest received 465,351 567,122

NET CASH USED IN OPERATING ACTIVITIES 18a 169,889 260,538

CASH FLOWS FROM INVESTING ACTIVITIES

Cash payments for exploration and evaluation (3,621,270) (2,514,168)

Grants received 229,575 15,577

Bonds recovered 24,700 15,577

Payments for property, plant and equipment (8,030) (7,099)

NET CASH USED IN INVESTING ACTIVITIES (3,375,025) (2,505,690)

CASH FLOWS FROM FINANCING ACTIVITIES

Monies received to fund joint venture exploration activities 1,401,827 1,308,398

NET CASH PROVIDED BY FINANCING ACTIVITIES 1,401,827 1,308,398

Net increase / (decrease) in cash held (1,803,309) (936,754)

CASH AT THE BEGINNING OF THE YEAR 9,966,309 10,903,063

CASH AT THE END OF THE YEAR 9 8,163,000 9,966,309

The statement of cash flows should be read in conjunction with the notes to the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

for the year ended 30 june 06

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies which have been adopted in the preparation of this financial report are:

(a) Basis of Preparation

The financial report is a general-purpose financial report which has been prepared in accordance with Accounting Standards,

Urgent Issues Group Interpretations, other authoritative pronouncements of the Australian Accounting Standards Board and the

Corporations Act 2001.

It has been prepared on the basis of historical costs and except where stated, does not take into account changing money

values or fair values of non-current assets.

Unless otherwise stated, these accounting policies are consistent with those of the previous year.

The financial report was authorised for issue on 5 September 2006. The Company has the power and authority to amend and

reissue the financial report.

Compliance with IFRSs

Australian Accounting Standards include AIFRSs. Compliance with AIFRSs ensures that the financial statements and notes of 

Red Metal Limited comply with International Financial Reporting Standards (IFRSs). 

Application of AASB 1 First-time Adoption of Australian Equivalents to International Financial Reporting Standards

These financial statements are the first Red Metal Limited financial statements to be prepared in accordance with AIFRs. AASB 1

First-time Adoption of Australian Equivalents to International Financial Reporting Standards has been applied in preparing these

financial statements.

Financial statements of Red Metal Limited until 30 June 2005 had been prepared in accordance with previous Australian

Generally Accepted Accounting Principles (AGAAP). AGAAP differs in certain respects from AIFRS. When preparing Red Metal

Limited 2006 financial statements, management has amended certain accounting and valuation methods applied in the AGAAP

financial statements to comply with AIFRS. Reconciliations and descriptions of the effect of transition from previous GAAP to AIFRSs

on the Company’s equity and its net income are given in note 2.

(b) Changes in Accounting Policies

Changes in accounting policies compared to those applied at 30 June 2005, which have had a significant effect on the financial

report, are as follows:

Share-based payments

Shares options granted after 7 November 2002 and vested after 1 January 2005

The fair value of options granted is recognised as an expense with a corresponding increase in equity.  The fair value is measured at

grant date and recognised over the period during which the employees or directors become unconditionally entitled to the options.

The fair value at grant date is independently determined using a Black-Scholes option pricing model that takes into account the

exercise price, the term of the option, the vesting and performance criteria, the impact of dilution, the non-tradeable nature of the

option, the share price at grant date and expected price volatility of the underlying share, the expected dividend yield and the

risk-free interest rate for the term of the option.

The fair value of the options granted excludes the impact of any non-market vesting conditions (for example, profitability and sales

growth targets).  Non-market vesting conditions are included in assumptions about the number of options that are expected to

become exercisable.  At each balance sheet date, the entity revises its estimate of the number of options that are expected to

become exercisable.  The employee benefit expense recognized each period takes into account the most recent estimate.

Upon the exercise of options, the balance of the share-based payments reserve relating to those options is transferred to share

capital. Upon lapse or forfeiture the options reserve is reversed.
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(c) Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company and the revenue is

capable of being reliably measured. Revenue from the rendering of a service is recognized upon the delivery of the service to the

customers. Interest revenue is recognized on a proportional basis taking into account the interest rates applicable to the financial

assets. All revenue is stated net of the amount of goods and services tax (GST).

(d) Goods and Services Tax 

Revenues, expenses and assets are recognized net of the amount of GST, except where the amount of GST incurred is not

recoverable from the Australian Tax Office. In these circumstances the GST is recognized as part of the cost of acquisition of the

asset or as part of an item of the expense. Receivables and payables in the balance sheet are shown inclusive of GST. 

Cash flows are presented in the cash flow statement on a gross basis, except for the GST component of investing and financing

activities, which are disclosed as operating cash flows.

(e) Taxation

Deferred income tax is provided for on all temporary differences at balance date between the tax base of assets and liabilities

and their carrying amounts for financial reporting purposes. No deferred income tax will be recognised from the initial recognition

of an asset or liability, excluding a business combination, where there is no effect on accounting or taxable profit or loss. Deferred

tax is calculated at the tax rates that are expected to apply to the period when the asset is realised or liability is settled.  Deferred

tax is credited in the income statement except where it relates to items that may be credited directly to equity, in which case the

deferred tax is adjusted directly against equity. Deferred income tax assets are recognised to the extent that it is probable that

future tax profits will be available against which deductible temporary differences can be utilized.

The amount of benefits brought to account or which may be realised in the future is based on the assumption that no adverse

change will occur in income taxation legislation and the anticipation that the company will derive sufficient future assessable

income to enable the benefit to be realised and comply with the conditions of deductibility imposed by the law.  The carrying

amount of deferred tax assets is reviewed at each balance date and only recognized to the extent that sufficient future

assessable income is expected to be obtained.

(f) Acquisition of Assets

All assets acquired including property, plant and equipment and intangibles other than goodwill are initially recorded at their cost

of acquisition at the date of acquisition, being the fair value of the consideration provided plus incidental costs directly attributable

to the acquisition.  When equity instruments are issued as consideration, their market price at the date of acquisition is used as fair

value.   Transaction costs arising on the issue of equity instruments are recognised directly in equity subject to the extent of

proceeds received, otherwise expensed.

(g) Receivables

The collectibility of debts is assessed at balance date and specific provision is made for any doubtful accounts.

(h) Payables

Liabilities are recognised for amounts to be paid in the future for goods or services received.  Trade accounts payable are

normally settled within 30 days.
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(i) Acquisition, Exploration and Evaluation Expenditure

Acquisition costs of mining tenements are accumulated in respect of each identifiable area of interest. These costs are only

carried forward to the extent that the Company’s rights of tenure to that area of interest are current and that the costs are

expected to be recouped through the successful development of the area or where activities in the area have not yet reached a

stage that permits reasonable assessment of the existence of economically recoverable reserves.

Costs in relation to an abandoned area are written off in full against profit in the year in which the decision to abandon the area is made.

Each area of interest is also reviewed annually and acquisition costs written off to the extent that they will not be recoverable in the future.

Exploration, evaluation and development costs of mining tenements are written off as incurred.

(j) Recoverable Amount of Non-Current Assets Valued on Cost Basis

The Company assesses at each reporting date whether any objective indications of impairment are present.  Where such an

indicator exists, a formal assessment of recoverable amount is then made and where this is in excess of carrying amount, the

asset is written down to its recoverable amount.

Any resulting impairment loss is recognised immediately in the income statement.

(k) Property, Plant and Equipment

Each class of property, plant and equipment is carried at cost or fair value less, where applicable, any accumulated depreciation

and impairment losses

Plant and equipment

Plant and equipment are measured on the cost basis less depreciation and impairment losses.

Depreciation

The depreciable amount of all fixed assets is depreciated on a straight line basis over their useful lives to the company

commencing from the time the asset is held ready for use. Leasehold improvements are depreciated over the shorter of either the

unexpired period of the lease or the estimated useful lives of the improvements.

The depreciation rates used for each class of depreciable assets are:

Class of Fixed Asset Depreciation Rate

Plant and equipment 25% to 33%

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date. Gains and

losses on disposals are determined by comparing proceeds with the carrying amount.  These gains and losses are included in the

income statement.

(l) Employee Entitlements

Provision is made for the company’s liability for employee benefits arising from services rendered by employees to balance date.

Employee benefits that are expected to be settled within one year have been measured at the amounts expected to be paid

when the liability is settled, plus related on-costs. Employee benefits payable later than one year have been measured at the

present value of the estimated future cash outflows to be made for those benefits.

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
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(m) Cash Equivalents

Cash and cash equivalents include cash on hand, deposits held at call with banks, other short-term highly liquid investments with

original maturities of three months or less, and bank overdrafts.  Bank overdrafts are shown within short-term borrowings in current

liabilities on the balance sheet.

(n) Earnings per Share

Basic earnings per share (“EPS”) is calculated by dividing the net profit or loss by the weighted average number of ordinary shares

outstanding during the financial year.

Diluted earnings per share is calculated by dividing the basic EPS profit or loss by the weighted average number of ordinary shares

and dilutive potential ordinary shares.

2. FIRST TIME ADOPTION OF AUSTRALIAN
EQUIVALENTS TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“AIFRS”)

Impact of adoption of AIFRS

The impacts of adopting AIFRS on the total equity and profit after tax as reported under Australian Accounting Standards

applicable before 1 January 2005 (previous Australian GAAP) are illustrated below.

Reconciliation of profit after tax under previous Australian GAAP to that under AIFRS

Note Year ended

30 June 2005

$

Loss after tax as previously reported 1,189,261

Recognition of share-based payment expense (a) 43,993

Loss after tax under AIFRS 1,233,254

Reconciliations of total equity

Note 30 June 2005 30 June 2004

$ $

Total equity/ net assets as previously reported 12,191,527 13,380,788

Increases in share based payment reserve (a) 98,329 54,337

Increase in accumulated losses (a) (98,329) (54,337)

Total equity/ net assets under AIFRS 12,191,527 13,380,788

(a) Share-based payment costs are charged to the income statement under AASB 2 ‘Share-based Payment’; this was not the case under previous

Australian GAAP.
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2006 2005

$ $

3. REVENUE FROM ORDINARY ACTIVITIES

Other revenues:

From operating activities

Interest – Other parties 503,414 576,436

Joint venture management fees 92,631 81,011

Other income 22,200 18,960

Total revenue from ordinary activities 618,245 676,407

4. LOSS FROM ORDINARY ACTIVITIES 
BEFORE INCOME TAX BENEFIT

(a) Individually significant items included in loss
from ordinary activities before income tax benefit

Exploration expenditure written-off (2,584,180) (1,447,846)

(b) Loss from ordinary activities before income tax
benefit has been arrived at after charging/(crediting)
the following items:

Depreciation of plant and equipment (25,384) (24,485)

5. AUDITORS’ REMUNERATION

Audit services:

- Auditors of the company – HLB Mann Judd 15,000 13,800

Other services:

- Auditors of the company – HLB Mann Judd 5,335 -
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2006 2005

$ $

6. INCOME TAX EXPENSE

(a) Income tax expense

Prima facie income tax benefit calculated at

30% on the loss from ordinary activities: 737,260 369,976

(Decrease)/increase in income tax benefit due to:

Mineral interest acquisition costs written off (166,818) (66,619)

Equity based compensation (8,975) (13,198)

Other non-deductible items (6,000) (6,000)

Future income benefit not brought to account (555,467) (284,159)

Income tax benefit attributable to operating loss - -

(b) Future income tax benefit not taken to account

Future income tax benefit at 30% arising from income tax 

losses and timing differences, including potential capital 

losses, not brought to account at balance date as recovery

of tax losses is not regarded as virtually certain and recovery

of timing differences is not ensured beyond reasonable doubt

Income tax losses 1,148,857 593,390

The potential future income tax benefit will only be obtained if:

(i) the company derives future assessable income of a nature and an amount sufficient to enable the benefit to be realised;

(ii) the company continues to comply with the conditions for deductibility imposed by the law; and

(iii) no changes in tax legislation adversely affect the company in realising the benefit.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006
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7. EARNINGS PER SHARE

Classification of Securities as Ordinary Shares

The Company has only one category of ordinary shares included in basic earnings per share.

Classification of Securities as Potential Ordinary Shares – Share Options Outstanding

The Company has granted share options in respect of a total of 12,977,059 ordinary shares. Options are considered to be

potential ordinary shares.  However, as the Company is in a loss position they are anti-dilutive in nature, as their exercise will not

result in a diluted earnings per share that shows an inferior view of earnings performance of the Company than is shown by basic

earnings per share.  The options have not been included in the determination of basic earnings per share.  

2006 2005

$ $

Earnings reconciliation

Basic loss 2,457,535 1,233,253

Number Number

Weighted average number of shares used as the denominator

Number for basic loss per share – ordinary shares 83,176,472 83,176,472

8. SEGMENT INFORMATION

During the period the Company operated predominantly in the mining industry in Australia.

2006 2005

$ $

9. CASH ASSETS

Cash at bank and on hand 629,939 331,653

Bank short term deposits maturing within 90 days and

paying interest at a weighted average interest rate

of 5.45% (2005: 5.34%) 7,533,061 9,634,656

8,163,000 9,966,309

10. RECEIVABLES

Current

Other debtors 324,057 217,373

Non-Current

Sundry deposits 95,493 120,193

Other debtor amounts relate primarily to government grants receivable, GST recoverable and amounts receivable from the

Company’s joint venture partner.  Interest is not charged in respect of these amounts and collateral is not obtained.
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2006 2005

$ $

11. PROPERTY, PLANT AND EQUIPMENT

Plant and equipment

At cost 109,495 101,465

Less accumulated depreciation (73,589) (48,205)

35,906 53,260

Reconciliation

Plant and equipment

Carrying amount at the beginning of the year 53,260 70,646

Additions 8,030 7,099

Depreciation (25,384) (24,485)

Carrying amount at the end of the year 35,906 53,260

12. ACQUISITION, EXPLORATION 
AND EVALUATION EXPENDITURE

Costs carried forward in respect of areas of interest

in exploration and/or evaluation phase:

Balance at beginning of year 2,271,968 2,494,030

Acquisition and exploration costs incurred 2,028,121 1,225,784

Costs written-off (2,584,180) (1,447,846)

Total acquisition, exploration and evaluation expenditure 1,715,909 2,271,968

The ultimate recoupment of costs carried forward for acquisition, exploration and evaluation expenditure is dependent on the

successful development and commercial exploitation or sale of the respective areas.

13. PAYABLES

Other creditors and accruals 570,455 437,576

NOTES TO THE FINANCIAL STATEMENTS FOR
THE YEAR ENDED 30 JUNE 2006
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2006 2005

$ $

14. CONTRIBUTED EQUITY

Issued and Paid-up Share Capital

83,176,472 (2005: 83,176,472) ordinary shares, fully paid 13,902,789 13,902,789

(a) Ordinary shares

Shares issued:

Balance at the beginning and at end of the year 13,902,789 13,902,789

Holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share

at shareholders’ meetings.  In the event of winding up of the Company ordinary shareholders rank after creditors and are fully

entitled to any proceeds of liquidation

(b) Share Options

Exercise Note Exercise Balance Options Options Exercised Balance

Period Price 1 July 2005 Issued / Expired 30 June 2006

On or before 30 September 2007 (i) $0.20 8,850,000 - - 8,850,000

On or before 30 September 2007 $0.20 1,897,059 - - 1,897,059

On or before 31 December 2006 $0.35 2,000,000 - - 2,000,000

On or before 31 May 2008 (ii) $0.30 230,000 - - 230,000

On or before 31 May 2008 (iii) $0.30 - 150,000 - 150,000

12,977,059 150,000 - 13,127,059

(i) Options issued to directors, employees and consultants in 2003/04 financial period. Options vest in three equal tranches

commencing from 30 September 2004, 30 September 2005 and 30 September 2006.

(ii) Incentive options issued to technical staff in May 2005 for $nil consideration. Options vest in two equal tranches

commencing from May 2005 and May 2006.

(iii) Incentive options issued to technical staff in March 2006 for $nil consideration. Options vest in two equal tranches

commencing from March 2006 and March 2007.

None of the options have any voting rights, any entitlement to dividends or any entitlement to the proceeds of liquidation in the

event of a winding up.
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2006 2005

$ $

15. OPTION RESERVE

Balance at the beginning of the year 98,329 54,337

Equity based compensation 29,918 43,992

Balance at the end of the year 128,247 98,329

The assumptions used with the Black-Scholes valuation model for the determination of the equity-based compensation for the

options issued during the year are: exercise price of 30 cents, grant date of 24 March 2006, expiry date of 31 March 2009, 5% risk

free rate, 70% volatility, 3 year expected life, share price at grant date of 22 cents.

16. ACCUMULATED LOSSES

Accumulated losses at the beginning of the year 1,809,591 576,338

Net loss attributable to members of the Company 2,457,535 1,233,253

Accumulated losses at the end of the year 4,276,126 1,809,591

17. FINANCIAL INSTRUMENTS DISCLOSURES

(a) Interest rate risk

The Company’s exposure to interest rate risk and the effective weighted average interest rate for classes of financial assets and

financial liabilities is set out below:

Fixed interest maturing in:

Weighted average Floating 1 year more than Non-interest

interest rate interest rate or less 1 year bearing Total

% $ $ $

2006

Financial Assets

Cash (refer note 9) 5.4 8,163,000 - - - 8,163,000

Receivables (refer note 10) - - - - 419,550 419,550

8,163,000 - - 419,550 8,582,550

Financial Liabilities

Payables (refer note 13) - - - - 570,455 570,455

NOTES TO THE FINANCIAL STATEMENTS
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Fixed interest maturing in:

Weighted average Floating 1 year more than Non-interest

interest rate interest rate or less 1 year bearing Total

% $ $ $

2005

Financial Assets

Cash (refer note 9) 5.3 9,966,309 - - - 9,966,309

Receivables (refer note 10) - - - - 337,566 337,566

9,966,309 - - 337,566 10,303,875

Financial Liabilities

Payables (refer note 13) - - - - 437,576 437,576

(b) Credit risk exposures

The credit risk on financial assets of the Company which have been recognised on the balance sheet is the carrying amount.  

The Company is not materially exposed to any individual debtor.

(c) Net fair values of financial assets and liabilities

Net fair values of financial assets and liabilities are determined by the Company on the following basis.  

The carrying amounts of bank deposits, other debtors and payables approximate net fair value.

The aggregate net fair values and carrying amounts of financial assets and financial liabilities are disclosed in the balance sheet

and in the notes to the financial statements.

Cash assets are readily traded on organised markets in a standardised form.  All other financial assets and liabilities are not readily

traded on organised markets in a standardised form.

17.FINANCIAL INSTRUMENTS DISCLOSURES (CONTINUED)
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18.COMMITMENTS

(a) Mineral exploration commitments

In order to maintain current rights of tenure to exploration tenements, the Company is required to perform minimum exploration
work to meet the minimum expenditure requirements specified by various State governments and joint venture agreements.
Certain of these obligations are subject to renegotiation when application for renewed tenure is made.  These obligations are not
provided for in the financial report and are payable

2006 2005
$ $

Within one year 2,810,500 3,882,500

One year or later and no later than five years 21,464,000 8,195,000

24,274,500 12,077,500

(b) Non-cancellable operating lease
expense commitments

Future operating lease commitments not provided
for in the financial statements and payable:

Within one year 97,040 79,100

Later than one year but not later than five years 117,140 186,200

214,180 265,300 

19. NOTES TO THE STATEMENT OF CASH FLOWS

(a) Reconciliation of loss from ordinary
activities after income tax to net cash
provided by operating activities

Loss from ordinary activities after income tax (2,457,535) (1,233,253)

Add/(less) non-cash items:

Depreciation 25,384 24,485

Share based payments 29,917 43,992

Exploration expenditure write-off 2,584,180 1,447,846

Net cash provided by operating activities

before change in assets and liabilities 181,946 283,070

Change in assets and liabilities:

Decrease / (Increase) in debtors (34,057) (12,022)

(Decrease) Increase in payables 22,000 (10,510)

Net cash used in operating activities 169,889 260,538

(b) Non-cash financing and investing activities

(i) In March 2006 the Company issued 150,000 incentive options to technical staff of the Company – refer note 14(b).

(ii) In May 2005 the Company issued 230,000 incentive options to technical staff of the Company – refer note 14(b).

NOTES TO THE FINANCIAL STATEMENTS
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2006 2005

$ $

20. KEY MANAGEMENT PERSONNEL DISCLOSURES 

The following were key management personnel of the Company at

any time during the reporting period and unless otherwise indicated

were key management personnel for the entire period.

Non–executive Directors

Russell Barwick (Chairman)

Josh Pitt

Executive Director

Robert Rutherford (Managing Director)

Key Management Personnel Compensation

The key management personnel compensation

included in “Employee and Consultant Expenses”

and “Exploration Expenditure” are as follows:

Short-term employee benefits 259,698 243,767

Other long-term benefits 18,602 18,248

Equity compensation benefits 6,139 14,197

284,439 276,212

Total Information regarding individual directors compensation is provided in the Remuneration report on pages 19 to 21.

Other transactions with the Company

No director has entered into a material contract (apart from employment) with the Company since the incorporation of the

Company and there were no material contracts involving directors’ interests subsisting at year end.
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Options and rights over equity instruments granted as compensation

The movement during the reporting period in the number of options over ordinary shares in the Company held, directly, indirectly

or beneficially, by each key management person, including their related parties, is as follows:

Held at 1 July 2005 Vested during  Vested and exercisable

Name and 30 June 2006 the year at 30 June 2006

Russell Barwick 2,000,000 666,666 1,333,333

Robert Rutherford 500,000 166,666 333,333

Joshua Pitt 1,000,000 333,333 666,666

No options held by key management personnel are vested but not exercisable. No options were granted to key management

personnel during the reporting period as compensation. All options refer to options over ordinary shares of Red Metal Limited,

which are exercisable on a one-for-one basis.

Movements in Shares 

The movement during the reporting period in the number of ordinary shares in the Company held, directly, indirectly or beneficially,

by each key management person, including their related parties, is as follows:

Name Held at 1 July 2005 Purchases Sales Held at 30 June 2006

Specified Directors

Russell Barwick 660,000 - - 660,000

Robert Rutherford 8,400,001 - - 8,400,001

Joshua Pitt 4,421,047 - - 4,421,047

No shares were granted to key management personnel during the reporting period as compensation.

21. FINANCIAL RISK MANAGEMENT

The Company’s activities expose it to a variety of financial risks. These include market risk, liquidity risk and cash flow and fair value

interest rate risk. Risk management is carried out by the Board of Directors.

(a) Market Risk
The exploration industry is subject to commodity price variances. The Directors monitor commodity prices to ensure that

exploration is targeted on commercially viable areas. 

(b) Liquidity Risk
The Company monitors its cash reserves to ensure that it has sufficient cash reserves for its ongoing activities, including exploration. 

(c) Cash Flow and Fair Value Interest Rate Risk
The Company has significant interest bearing assets. However the Company’s income and operating expenditure are not

materially exposed to changes in market interest rates. 

22.CRITICAL ACCOUNTING JUDGEMENTS

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including expectations

of future events that may have a financial impact on the entity and that are believed to be reasonable under the circumstances.

Exploration expenditure 

The Board of Directors determines when an area of interest should be abandoned. When a decision is made that an area of

interest is not commercially viable, all costs that have been capitalised in respect of that area of interest are written off. 

The Directors’ decision is made after considering the likelihood of finding commercially viable reserves.
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DIRECTORS’ DECLARATION

for the year ended 30 june 06

In the opinion of the directors of Red Metal Limited (“the Company”):

(a) the financial statements and notes set out on pages 27 to 44 are in accordance with the Corporations Act 2001, including:

(i) giving a true and fair view of the financial position of the Company as at 30 June 2006 and of its performance, as

represented by the results of its operations and its cash flows, for the year ended on that date; and

(ii) complying with Accounting Standards in Australia and the Corporations Regulations 2001;

(b) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due

and payable; and

(c) the audited remuneration disclosures set out on pages 19 to 21 of the directors’ report comply with Accounting Standards

AASB 124 Related Party Disclosures and the Corporations Regulations 2001. 

The directors have been given the declarations required under Section 295A of the Corporations Act 2001 from the chief

executive officer and chief financial officer for the financial year ended 30 June 2006.

Signed in accordance with a resolution of the directors.

Robert Rutherford

Managing Director

Dated at Sydney this 5th day of September 2006
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To the members of Red Metal Limited:

SCOPE

The financial report and directors’ responsibility

The financial report comprises the balance sheet as at 30 June 2006, and the income statement, statement of changes in equity,

statement of cash flows, accompanying notes to the financial statements, and the directors’ declaration for the year ended 30

June 2006 for Red Metal Limited (“the company”) as set out on pages 27 to 45.

The directors of the company are responsible for the preparation and true and fair presentation of the financial report in

accordance with the Corporations Act 2001. This includes responsibility for the maintenance of adequate accounting records and

internal controls designed to prevent and detect fraud and error, for the accounting policies and for the accounting estimates

within the financial report.

The company has disclosed information about the remuneration of key management personnel (remuneration disclosures) as

required by AASB 124, under the heading “remuneration report” on pages 20 to 22 of the directors report, as permitted by the

Corporations Regulations 2001.

Audit approach

We conducted an independent audit in order to express an opinion to the members of the company.  Our audit was conducted

in accordance with Australian Auditing Standards, in order to provide reasonable assurance that the financial report is free of

material misstatement. The nature of an audit is influenced by several factors including the use of professional judgement,

selective testing, the inherent limitations of internal control and the availability of audit evidence which may be persuasive rather

than conclusive.  Accordingly, an audit cannot guarantee that all material misstatements have been detected. 

We performed procedures to assess whether, in all material respects, the financial report presents fairly, in accordance with the

Corporations Act 2001, including compliance with Accounting Standards and other mandatory financial reporting requirements in

Australia, a view which is consistent with our understanding of the company’s financial position, and of its performance as

represented by the results of its operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

■ examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the 

financial report, and

■ assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significant

accounting estimates made by the directors.

When determining the nature and extent of our procedures we considered the effectiveness of management’s internal controls

over financial reporting.  Our audit was not designed to provide assurance in relation to internal controls.

46
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INDEPENDENCE
In conducting our audit, we followed applicable independence requirements of Australian professional ethical pronouncements

and the Corporations Act 2001.

The Directors Report attached to the financial statements includes a copy of the Independence Declaration dated 5 September

2006 given to the Directors by the lead auditor for the audit. That Declaration would be in the same terms if it had been given to

the Directors at the time this audit report was made.

AUDIT OPINION
In our opinion, the financial report of Red Metal Limited is in accordance with:

(a) the Corporations Act 2001, including:

(i) giving a true and fair view of the company’s financial position as at 30 June 2006 and of its performance for the

period ended on that date; and

(ii) complying with Accounting Standards in Australia and the Corporations Regulations 2001; and

(b) other mandatory financial reporting requirements in Australia; and 

(c) the audited remuneration disclosures that are contained on pages 19 to 21 of the directors report comply with Accounting

Standard AASB 124 Related Party Disclosures(AASB 124) and the Corporations Regulations 2001.

HLB MANN JUDD

(NSW Partnership)

Chartered Accountants

Sydney D K Swindells

5 September 2006 Partner

Chartered Accountants
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The shareholder information set out below was applicable as at 21 August 2006.

Substantial Shareholders

An extract of the Company’s register of substantial shareholders is set out below.

Shareholder Number of Shares Percentage

Robert Rutherford 8,400,001 10.10%

Distribution of equity security holders

Size of Holding Ordinary Shares Options

1 to 1,000 4 -

1,001 to 5,000 98 -

5,001 to 10,000 188 -

10,001 to 100,000 497 10

100,001 and over 101 11

888 21

The number of holdings comprising less than a marketable parcel was 40.

Unquoted Equity Securities

Class Number Holders

Options – exercisable at 20 cents on 8,850,000 G Kary (3,000,000), RC Barwick (2,000,000), 

or before 30 September 2007 G McKay (2,000,000)

Options – exercisable at 20 cents on 1,897,059 Phelps Dodge Australasia Inc

or before 30 September 2007

Options - exercisable at 35 cents on 2,000,000 Bluestar Management Pty Ltd (200,000), 

or before 31 December 2005 Mad Fish Management Pty Ltd (200,000), 

Delfam Pty Ltd (200,000), Argento Pty Ltd 

(200,000), Clodene Pty Ltd (200,000)

Options - exercisable at 30 cents on

or before 31 May 2008 230,000

Options - exercisable at 30 cents on

or before 31 May 2009 150,000

On-market Buy-back

There is no current on-market buy-back.

Use of Cash

The Company has, for the reporting period to 30 June 2006, used its cash funds in a way consistent with its business objectives.

SHAREHOLDER INFORMATION
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Twenty Largest Shareholders as at 21 August 2006 Number of Shares % Held

Phelps Dodge Australasia Inc 12,476,471 15.00

Robert Rutherford 8,200,001 9.86

UBS Nominees Pty Ltd  <Prime Broking A/C> 4,050,000   4.87

Wythenshawe Pty Ltd 3,146,047 3.78

Merrill Lynch (Australia) Nominees Ltd 2,359,892 2.84

Warramboo Holdings Pty Ltd 2,075,000 2.50

National Nominees Limited 1,621,125 1.95

Wythenshawe Pty Ltd  <Minjar Family A/C> 1,275,000 1.53

Ariki Investments Pty Limited 1,121,501 1.35

Gannon Investments Pty Ltd 1,000,000   1.20

SDG Nominees Pty Ltd  <T J Strapp Super Fund A/C> 1,000,000   1.20

Davies Nominees Pty Ltd  <The Snape A/C> 1,000,000 1.20

Bluestar Management Pty Ltd 610,000   0.73

Clodene Pty Limited 1,110,823   1.34

S P Nominees Pty Ltd (Sharp-Paul Provident A/C) 578,800 0.70

Gillian Barwick 560,000 0.67

Nalmor Pty Ltd  <The John Chappell S/F A/C> 550,000 0.66

Crescent Nominees Ltd 500,000   0.60

Westtin Pty Ltd 500,000   0.60

JFG Phillips 500,000   0.60

44,234,660 53.18
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Mining tenements held at 21 August 2006 are as follows:-

Project Tenement Reference Company Interest % Comment

North East Broken Hill EL 5959 100 Refer note 1

Western Isa EPM 12653 Mt Annable 100 Refer note 1

Southern Isa EPM 13607 Hamilton, EPM 13318 Elizabeth Springs North, 

EPM 13321 Elizabeth Springs Central, EPM 15087 Gum Creek,

EPMA 15334 Lily Creek, EPMA 15385 Sandy Creek,

EPMA 15395 Brolga Bore 100 Refer note 1

Maronan EPM 13368 100 Refer note 10

North Isa EPM 13315 Taldora 100 Refer note 1

Corkwood EPM 13380 Corkwood, EPM 13376 Pelican Dam,

EPM 13316 Coolullah, EPMA 15632 Alexandra River,

EPMA 15643 Sandridge, EPMA 15644 Whitewood,

EPMA 15663 Beefwood 100 Refer note 1

Naraku EPM 14292 Clonagh, EPMA 14891 Spider Creek 100 Refer note 1

McKinlay EPM 13344 McKinlay, EPM 13345 Ivellen, EPM 13369 Oorindi Park

EPM 15176 Boot Creek, EPM 15297 St Andrew 100 Refer note 10

Tennant Creek EL 24007 – 24010, EL 24012 - 24014, EL 24145, EL 24259, EL 24261 100 Refer note 1

Ooldea EL 3147, ELA 146/01, ELA 126/05, EL 3495, EL 3363, EL 3364,

ELA 226/06, ELA 348/06 100 Refer note 1

Urupunga EL 23092, ELA 23139 100 Refer note 1

Mallapunyah ELA 24203 100

Algebuckina EL 3226 – 3227, EL 3411 - 3412, ELA 331/06 100

50
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Project Tenement Reference Company Interest % Comment

Moonta EL 2885 - Refer note 2.

Maitland EL 3413 -

Peake-Denison EL 3192, EL 3249, EL 3077 - Refer note 3

Douglas Creek EL 3446 - Refer note 4

Callabonna EL 2886 - Refer note 5

Quinyambie EL 3197 - Refer note 6

Mount Yerila EL 3001 - Refer note 7

Pernatty Lagoon EL 2979 - Refer note 8

Coober Pedy EL 3365 100%

Lakes Project EL 3334, EL 3393, EL 3374, EL 3471 100%

Harts Range ELA 25340 100%

Padthaway EL 3295, ELA 96/06 100% Refer note 9.

Saunders Creek ELA 190/06, ELA 191/06, ELA 333/06 100%

Notes:

1. PDAI retains an option to earn back between 60% and 70% of these tenements.

2. Joint venture between PDAI Alliance (earning 70%, Red Metal 21%) and Adelaide Resources Limited (diluting to 30%).

3. Joint venture between PDAI Alliance (earning 60%, Red Metal 18%) and BHP Billiton Minerals Pty Ltd and Rio Tinto Exploration Pty Limited

(diluting to 40%).

4. Joint venture between PDAI Alliance (earning 70%, Red Metal 21%) and Rio Tinto Exploration Pty Limited (diluting to 30%).

5. Joint venture between Red Metal (earning 70%) and PlatSearch NL (diluting to 30%).

6. Joint venture between Red Metal (earning 70%) and PlatSearch NL and a prospecting syndicate (diluting to 30%).

7. Joint venture between Red Metal (earning 60%) and Quasar Resources Pty Ltd, Paladin Energy Minerals NL and J Risinger (diluting to 40%).

8. Joint venture between Red Metal (earning 70%) and Havilah Resources NL (diluting to 30%).

9. Joint venture between Red Metal (earning 95%) and Vintage Exploration Pty Ltd (diluting to 5%).

10. Joint venture between Red Metal (diluting to 30%) and BHP Billiton Minerals Pty Ltd (earning 70%).

for the year ended 30 june 06

TENEMENT DIRECTORY (CONTINUED)
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