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This report contains “forward-looking statements” which are subject to various risks and uncertainties that could cause actual
results and future events to differ materially from those expressed or implied by such statements. Investors are cautioned
that such statements are not guarantees of future performance and results. Risks and uncertainties about the company’s

business are more fully discussed in the company’s disclosure documents filed from time to time with the Australian

CAUTIONARY NOTE REGARDING FORWARD LOOKING STATEMENTS

securities authorities and certain Canadian securities authorities.
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CORPORATE GOVERNANCE STATEMENT

Mineral Deposits Limited (“MDL" or “Company”) seeks to achieve high standards of corporate governance and has designed its
corporate governance practices to be consistent with this objective. As an Australian listed public company, the Board of Directors
(“Board”) has adopted governance practices which are, to the maximum extent considered appropriate in the Company’s present
circumstances, in line with the Australian Securities Exchange (“ASX") Corporate Governance Council’s (“Council”) second edition of
the Corporate Governance Principles and Recommendations (‘Recommendations”). The Recommendations were originally
published in March 2003 and were revised in August 2007.

Under ASX Listing Rule 4.10.3, Australian-listed companies are required to report annually on the extent to which they have
complied with the Recommendations in the reporting period. Where a company has not followed all of the Recommendations, it
must identify the Recommendations that have not been followed and give reasons for not doing so.

These revised Recommendations apply to a company’s first financial year commencing on or after 1 January 2008 which, in the
case of MDL, would be its 2009 annual report in relation to the financial year 1 July 2008 to 30 June 2009. However, the Council has
encouraged companies to make an early transition to the revised Recommendations in their corporate reporting for the 2007/08
year, which has been implemented in this report.

This Statement:

e sets out the eight core principles identified by the Council as underlying good corporate governance;

e outlines the main corporate governance practices of the Company. Unless otherwise stated, the Company’s corporate
governance practices were in place throughout the 2007/08 year and comply with the Recommendations;

e should be read in conjunction with the Statutory Financial Report 2008 which will automatically be sent to those who opted in to
receive it, or is accessible on the Company’s website at www.mineraldeposits.com.au.

As recognised by the Council, corporate governance is “the framework of rules, relationships, systems and processes within and by
which authority is exercised and controlled in corporations.” It encompasses the mechanisms by which companies, and those in
control, are held to account. Corporate governance influences how the objectives of the company are set and achieved, how risk is
monitored and assessed and how performance is optimised. There is no single model of good corporate governance. Corporate
governance practices will evolve in the light of the changing circumstances of a company and must be tailored to meet prevailing
circumstances. Corporate governance practices must also evolve in the context of developments both in Australia and overseas.

1. ROLE OF THE BOARD AND MANAGEMENT

Council Principle 1
Lay solid foundations for management and oversight

Council Recommendation 1.1:
Companies should establish the functions reserved to the board and those delegated to senior executives and disclose
those functions.

MDL practice: The Board has not adopted a formal mandate. The Board has adopted, on an informal basis, the following roles and
responsibilities.

In general, the Board:

o performs its duties and responsibilities in accordance with the laws of the jurisdiction of incorporation of the Company;
e oversees and monitors the performance of the Company in the context of the long-term interests of its shareholders;
e promotes a culture of integrity and responsibility; and

o together with management of the Company, develops a process for the timely and accurate disclosure of information which is
material to the Company.
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Specifically, the Board:
e isresponsible for the stewardship of the Company and has final accountability for the governance of the Company’s business;

e s actively involved in the adoption of the Company’s strategic plan by working with management to determine how the strategic
plan is implemented and taking responsibility for monitoring the implementation of that plan;

e has delegated the day-to-day management of the business and affairs of the Company to the senior management of the
Company, subject to compliance with strategic and capital plans approved from time to time by the Board;

e s responsible for succession planning, including the recruitment, training, supervision, compensation and performance
assessment of senior management of the Company;

e keeps its shareholders informed through its interim statements, annual reports and announcements and maintains a website
that is designed to provide summary information on the Company as well as easy access to press releases and regulatory
filings;

e monitors and assesses the integrity of the internal controls and management information systems designed and implemented
by management; and

e monitors and assesses the integrity of the risk management strategies developed and implemented by management.

A strategic balance is maintained between the responsibilities of the Chairman (in his executive capacity), the Managing Director,
each of the executive and non-executive directors and the Company Secretary.

As Executive Chairman, the specific executive responsibilities of Mr N Limb are;

e raising funds for the Company to progress its projects, as required; and

e maintaining relations with investors, analysts, brokers and the Company’s appointed advisers.

As Managing Director, Mr J Williams is accountable to the Board for the management of the Company within the policy and authority
levels prescribed by it. He has the authority to approve capital expenditure, asset disposals and business transactions within
predetermined commitment limits set by the Board.

The Managing Director’s specific responsibilities include:

e preparing the Company’s annual strategic plan in conjunction with other management;

o keeping the Board informed of all major project proposals and developments by way of specific reports;

e ensuring that resource development is in accordance with the Company’'s approved business strategy and any specific
directions of the Board;

e making presentations and undertaking periodic “road shows” alone or with the Executive Chairman; and

o responding to written or telephonic institutional shareholder enquiries.

Other Board members assist the Executive Chairman and Managing Director as necessary.

In his capacity as Company Secretary, Mr M Drummond is responsible for ensuring that the Board receives regular financial and
other pertinent information and reports (notably on auditing, taxation and insurance), statutory financial statements, correspondence
in relation to reporting under the Listing Rules of ASX and the Toronto Stock Exchange (“TSX"), non-routine correspondence from

the Australian Securities & Investments Commission (“ASIC”) and the Ontario Securities Commission and any other regulatory
bodies, and details of the Company’s banking arrangements and funds on hand (in all currencies).
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Council Recommendation 1.2:
Companies should disclose the process for evaluating the performance of senior executives.

MDL Practice: The performance of senior executives who are not also members of the Board is reviewed annually by the
remuneration committee against appropriate measures. Where considered necessary or desirable, the committee conducts
confidential discussions with the Chairman and other persons in relation to the performance of the Company’s senior executives
including matters such as work programmes, interaction with management and perceived strengths and weaknesses. The
committee’s recommendations are then brought to the Board for adoption.

Council Recommendation 1.3:
Companies should provide the information indicated in the Guide to reporting on Principle 1.

MDL Practice: A performance evaluation for senior executives did not take place in the reporting period.

A copy of this Corporate Governance Statement will be made publicly available by posting it to the Company’s website in a clearly
marked corporate governance section.

2. COMPOSITION OF THE BOARD

Council Principle 2:
Structure the board to add value

Council Recommendation 2.1:
A majority of the board should be independent directors.

MDL practice: The Company did not comply with this Recommendation at any time during the reporting period.  Until
Mr O Lennox-King was appointed to the Board on 27 November 2007, there were five directors of whom two (Dr R Danchin and
Dr D Isles) were independent, non-executive directors. After Mr Lennox-King's appointment as an additional independent, non-
executive director, and until the appointment of Mr C Fonseca as an additional executive director on 1 April 2008, there was an equal
number of executive directors and independent, non-executive directors. There are now four executive directors (including the
Executive Chairman) and three independent, non-executive directors.

The Board is balanced in its composition with each current director bringing a range of complementary skills, experience and
expertise to the Company as indicated under Recommendation 2.6. In the present circumstances of the Company, it is considered
that the number of executive directors on the Board is justified and that the benefits of appointing additional non-executive directors
to the Board in order to comply with Recommendation 2.1 would not outweigh the costs of making such appointments. The Board
will consider the appointment of further directors if it is felt that additional expertise is required in specific areas as projects underway
evolve, when an outstanding candidate is identified or should it be required to do so by any regulatory agency or law.

The Board has adopted a number of measures to ensure that independent judgement is achieved and maintained in respect of its
decision-making processes, which include the following:

o directors are entitled to seek independent professional advice at the Company’s expense, subject to the prior approval of the
Executive Chairman;

o the non-executive directors are encouraged to meet or, if not reasonably practicable in view of their place(s) of usual residence,
confer by electronic means, at least once a year for private discussion of management issues; and

o directors having a conflict of interest in relation to a particular item of business must absent themselves from the Board meeting
before commencement of discussion and the taking of a vote on the matter.
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Council Recommendation 2.2:
The chair should be an independent director.

MDL practice: The Company's Chairman, Mr N Limb, is employed in an executive capacity by the Company and is therefore not
independent in terms of the Council’'s definition of independent director.

Mr Limb has been a director of the Company since it was listed more than 10 years ago and has an intimate knowledge of its affairs.
He is an experienced company director with special expertise in the resources sector and is committed to providing the time
necessary to effectively discharge his role as Chairman, taking into account his executive responsibilities for the Company and time
commitments associated with his other roles. His executive responsibilities are limited (see under “Council Recommendation 1.1"
above) and he is not the chief executive officer of the Company. The directors consider that Mr Limb continues to be capable of
discharging his role as Chairman but are cognisant of Council recommendation 2.2 and will, with Mr Limb, continue to review his
position and performance in that capacity in the context of prevailing circumstances in Australia and in light of the Company’s recent
listing on the TSX in Canada.

Council Recommendation 2.3:
The roles of chair and chief executive officer should not be exercised by the same individual.

MDL practice: The Company’'s Chairman, Mr N Limb, and Managing Director (chief executive officer), Mr J Williams, have separate
roles. The Chairman has limited executive responsibilities (see under “Council Recommendation 1.1" above) and is primarily
responsible for leading the Board in the overall discharge of its duties and responsibilities.

Council Recommendation 2.4:
The board should establish a nomination committee.

MDL practice: The Company does not have a nomination committee and consequently does not comply with this
Recommendation. The Board considers that it continues to be of a size, composition and experience which is conducive to making
the relevant decisions itself efficiently and expeditiously. As the size and composition of the Board and the skill sets of its members
change, the Board will reconsider the need for a separate nomination committee.

Council Recommendation 2.5:
Companies should disclose the process for evaluating the performance of the board, its committees and individual
directors.

MDL practice: The Board has adopted processes to measure its own performance and that of its committees and individual
directors. The annual performance evaluation reviews the performance of the Board against its responsibilities and the performance
of committees against the terms of their respective charters. It also reviews the contribution of each member of the Board and each
committee and considers the changes that may be required to relevant charters, taking into account developments in the Company
and its businesses over the preceding year, and in corporate governance practices. The annual performance evaluation also sets
forth the goals and objectives of the Board for the following year. The Chairman conducts confidential discussions with each director
in relation to matters such as work programme, interaction with management and perceived strengths and weaknesses of the Board
and its committees. Mr M Drummond, the Company Secretary, is accountable to the Board, through the Chairman, on all
governance and compliance matters. After discussion between the Chairman and Mr Drummond, any significant performance
related issues identified, or changes recommended, are referred to the Board for action in its ongoing development programme.

The Board conducts an annual review of the performance of the Managing Director (as chief executive officer of the Company)
against appropriate measures including the goals established by the Board.

Council Recommendation 2.6:
Companies should provide the information indicated in the Guide to reporting on Principle 2.

MDL practice: The skills, experience and expertise relevant to the position of director held by each director in office as at 30 June
2008, and the period of office held by each director, are as follows:
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Nicholas Limb — Executive Chairman. Mr Limb is a qualified exploration geophysicist. His early career was spent in the
Australian exploration industry with mining majors CRA Limited and BHP Limited. Subsequently, he worked for many years in
stockbroking and investment banking, specialising in mining corporate finance. In 1994, he struck out on his own and developed
gold miner New Hampton Goldfields Limited from an explorer to a large producer. New Hampton Goldfields Limited was taken over
in 2000. During that time, he also developed a number of other interests in the resources industry. Period of office: 11 years.

Jeffrey Williams — Managing Director. Mr Williams has 16 years’ experience as a professional mining engineer in Australia and
seven years in the stockbroking industry. In the mining industry, his experience ranges from mine planning, underground
management and feasibility study through to mine development. From 1972 to 1984, he held various positions with CRA Limited at
Broken Hill in New South Wales. At the underground silver/lead/zinc mine, he gained his Mine Manager's Certificate and practical
experience in mine planning and underground management. Following his Masters of Business Administration (MBA) programme in
1987, he played a major role as a Senior Project Engineer with North Limited. From 1989 to 1996, he spent seven years in
stockbroking, specialising in gold mining research. Prior to joining MDL in 1997, he was Head of Resources Research at HSBC
James Capel Securities in Australia. Period of office: 11 years.

Martin Ackland — Executive Director. Mr Ackland is a qualified metallurgist and has spent over 30 years in the resources industry
in a variety of roles that involved the creation of major resource groups from small capital bases. From 1997 to 2003, Mr Ackland
was President and Chief Executive Officer of Southern Cross Resources Inc. (now SXR Uranium One Inc.). From 1987 to 1995, he
was an executive director of Ticor Limited (formerly Minproc Holdings Limited) where he was responsible for the successful
implementation of the Tiwest Project; the world’s only integrated mineral sands mine, synthetic rutile and TiO2 pigment operation.
He brings to the Company a very strong background in project development, particularly in mineral sands and gold, at a time when
the Company'’s projects are in the crucial development phase. His experience embraces a range from project development through
financing and capital raising in both the project and corporate areas. Mr Ackland has prime responsibility for the project
implementation and engineering aspects of the Company’s projects. Period of office: 5 years.

Clever Fonseca — Executive Director. Mr Fonseca has more than 25 years of successful leadership and extensive experience in
areas of business development, mining, global supply chain management, project management and international market
development. From 1998 to 2006, Mr Fonseca held numerous senior positions, including Vice President Global Supply Chain in
Millennium Chemicals do Brasil, one of the largest titanium dioxide producers in the world. Mr Fonseca joined the Company on
1 October 2007 as President and Chief Executive Officer of the Mineral Sands Division. Period of office: 3 months.

David Isles — Non-Executive Director. Dr Isles is a geophysicist and recognised world expert in aeromagnetic interpretation. He
has worked in operational exploration with BHP Minerals and in the area of exploration technology development with World
Geoscience Corporation. He was a technical director of New Hampton Goldfields Limited for five years until August 2000 when it
was taken over. He consults widely in his area of expertise in aeromagnetics. Period of office: 6 years.

Robert Danchin — Non-Executive Director. Dr Danchin has over 40 years' experience in the exploration industry. He was Chief
Executive Officer of Anglo American PLC’s Exploration and Acquisition Division and the Anglo American Group's Deputy Technical
Director (Geology). From 1997 to 2002, he was an executive director of Anglo American Corporation of South Africa Limited. In
1980, he joined Stockdale Prospecting Limited (an Australian subsidiary of De Beers) as Chief Geologist based in Australia. He
remained with that company for 15 years, eventually becoming Exploration Manager heading up its Australian-based diamond
exploration programme. Period of office: 16 months.

Oliver Lennox-King — Non-Executive Director. Mr Lennox-King has over 30 years of experience in the mineral resource industry
and has a wide range of experience in financing, research and marketing. He was instrumental in the formation of Southern Cross
Resources Inc. in 1997. Mr Lennox-King was formerly President of Tiomin Resources Inc. from 1992 to 1997. From 1980 to 1992,
he was a mining analyst in the Canadian investment industry. From 1972 to 1980, he worked in metal marketing and administrative
positions at Noranda Inc. and Sherritt Gordon Limited. Period of office: 7 months.

As stated above in relation to Council Recommendation 2.1, the directors considered by the Board to constitute independent
directors are Dr D Isles, Dr R Danchin and Mr O Lennox-King. None of the relationships which the Council considers may affect
independent status applies to any of these directors.
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Also as stated above, there is a procedure agreed by the Board for directors to take independent professional advice at the expense
of the Company.

In the absence of a separate nomination committee, the functions of a nomination committee are carried out by the full Board.
A performance evaluation for the Board, its committees and directors did not take place during the reporting period.
3. ETHICAL AND RESPONSIBLE DECISION-MAKING

Council Principle 3:
Promote ethical and responsible decision-making

Council Recommendation 3.1:

Companies should establish a code of conduct and disclose the code or a summary of the code as to:

3.1.1 the practices necessary to maintain confidence in the company’s integrity;

3.1.2 the practices necessary to take into account their legal obligations and the reasonable expectations of their
stakeholders; and

3.1.3 the responsibility and accountability of individuals for reporting and investigating reports of unethical practices.

MDL practice: The Board has responsibility for protecting, guiding and monitoring the business affairs of the Company in the
interests and for the benefit of all stakeholders. It continues to be the policy of the Company for directors, senior executives and
employees to observe high standards of conduct and ethical behaviour in all of the Company’s activities. This includes dealings with
suppliers, business partners, public servants and the general communities in which it operates domestically and now, principally,
abroad. On 30 June 2004, the Board formally adopted a Code of Ethics that sets out the principles and standards with which all
Company officers and employees are expected to comply in the performance of their respective functions. A revised version of the
Code was approved by the Board on 26 September 2008. Under the code, officers and employees are expected to:

comply with the law;

act honestly, objectively and with integrity;

be sensitive to and respectful of cultural and religious differences, sites and objects;

not place themselves in situations which result in divided loyalties;

use MDL's assets responsibly and in the interests of the Company;

respect the confidentiality of information received while performing their duties; and

be responsible and accountable for their actions.
The group conducts its business within the Code of Ethics, and in accordance with the group’s core values which are to:

e actwith integrity and fairness;

create a safe, challenging and rewarding workplace;

respect and protect the environment;

be commercially competitive; and

foster a performance driven culture.
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Council Recommendation 3.2
Companies should establish a policy concerning trading in company securities by directors, senior executives and
employees, and disclose that policy or a summary of that policy.

MDL practice: The Board adopted a Securities Trading Policy on 30 June 2004 and a revised version of the Policy was approved
by the Board on 26 September 2008. Directors are required to notify the Company Secretary timeously before buying or selling
securities in the Company. It is the individual responsibility of each director, senior executive and employee in possession of market
sensitive information to ensure that he/she complies with the spirit and the letter of insider trading laws. Notification to the Company
Secretary and, through him, the Board and market, as provided for under the Listing Rules of ASX, in no way implies Board approval
of any such transaction.

Members of the Board, executives of the Company, including the Company Secretary and Chief Financial Officer, and other
employees may not trade shares in the Company except in the month following the announcement of half yearly or annual results,
the publication of a quarterly report or the close of a prospectus relating to equity securities.

Council Recommendation 3.3:
Companies should provide the information indicated in the Guide to reporting on Principle 3.

MDL Practice: A copy of both the Code of Ethics and the Securities Trading Policy is available on the Company’s website and will
be provided to any shareholder on request to the Company Secretary.

4, INTEGRITY OF FINANCIAL REPORTING

Council Principle 4:
Safeguard integrity in financial reporting

Council Recommendation 4.1:
The board should establish an audit committee.

MDL practice: An audit committee was established by the Board on 10 February 2004.

Council Recommendation 4.2:

The audit committee should be structured so that it:

e consists only of non-executive directors;

e consists of a majority of independent directors;

e is chaired by an independent chair who is not chair of the board; and
e has at least three members.

MDL practice: The audit committee had only two members until Mr O Lennox-King was appointed to the Board and the committee
on 27 November 2007. It is now comprised of three members. The current members of the MDL audit committee are Dr D Isles,
Dr R Danchin and Mr O Lennox-King, all of whom are independent, non-executive directors of the Company. Dr D Isles, who is not
the Chairman of the Board, is the Chairman of the audit committee. During the reporting period the audit committee met on two
occasions. The qualifications of the members of the audit committee and details of their attendance at meetings of the committee
are as follows:

Name Qualifications Held Eligible Attended
D Jlisles BSC(Hons) PhD SEG ASEG AIG 2 2 2
R V Danchin BSC (Hons) MSc PhD AusIMM 2 2 2
O Lennox-King BComm 2 1 -
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Council Recommendation 4.3:
The audit committee should have a formal charter.

MDL practice: The responsibilities of the audit committee are to:
e ensure the integrity of external financial reporting;

e ensure that the directors are provided with financial and non-financial information that is of high quality and relevant to the
judgments to be made by them;

e ensure that controls are established and maintained in order to safeguard the Company'’s financial and physical resources;

e ensure that systems or procedures are in place so that the Company complies with relevant statutory, regulatory and reporting
requirements and achieves best practice including implementation of these principles and recommendations; and

e assess financial risks arising from the Company's operations and consider the adequacy of measures taken to moderate those
risks.

On 30 June 2004, the Board adopted a formal Charter for the audit committee. A revised version of the Charter was approved by
the Board on 26 September 2008. The Charter is structured so as to separately address objectives, membership, authority,
responsibilities and procedures.

Council Recommendation 4.4:
Companies should provide the information indicated in the Guide to reporting on Principle 4.

MDL Practice: A copy of the Charter of the audit committee is available on the Company's website and will be provided to any
shareholder upon request to the Company Secretary. It includes information in relation to the appointment and review of the external
auditor.

5. CONTINUOUS DISCLOSURE TO ASX

Council Principle 5:
Make timely and balanced disclosure

Council Recommendation 5.1:

Companies should establish written policies designed to ensure compliance with ASX Listing Rule disclosure
requirements and to ensure accountability at a senior executive level for that compliance and disclose those policies or a
summary of those policies.

MDL practice: The Board is responsible for monitoring compliance with ASX Listing Rule and TSX disclosure requirements. The
Company Secretary is responsible, under the ASX Listing Rules, for all communications with ASX. The Executive Chairman,
Managing Director, Company Secretary and Chief Financial Officer belong to a Disclosure Committee which has been established to
manage the Company’s continuous disclosure obligations reporting to the Board.

MDL also listed on the TSX in December 2007, with securities now trading on the TSX. The Company now additionally meets the
continuous disclosure requirements of the TSX and applicable Canadian securities regulatory authorities.

Council Recommendation 5.2:
Companies should provide the information indicated in the Guide to reporting on Principle 5.

MDL Practice: On 17 March 2006, the Board adopted a formal Market Disclosure and Communications Policy for the Company and
a revised version of the Policy was approved by the Board on 26 September 2008. The policy covers the obligations under the
Listing Rules of ASX, the TSX Company Manual and applicable Canadian securities regulatory authorities. A copy of the Policy is
available on the Company’s website and will be provided to any shareholder upon request to the Company Secretary.
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6. COMMUNICATION WITH SHAREHOLDERS

Council Principle 6:
Respect the rights of shareholders

Council Recommendation 6.1:
Companies should design and disclose a communications policy for promoting effective communication with shareholders
and encouraging their participation at general meetings and disclose their policy or a summary of that policy.

MDL practice: It is the policy of the Company to communicate with shareholders and other stakeholders in an open, regular and
timely manner so that the market has sufficient information to make informed investment decisions on the operations and results of
the Company. Mechanisms used to communicate with shareholders include:

o the statutory financial report is distributed to all shareholders who have “opted in” as that term is now understood and otherwise
made available in accordance with the Corporations Act 2001. The Board also ensures that the statutory financial report is
provided to any shareholder requesting it at the annual general meeting;

o the half-yearly report as at 31 December contains condensed financial information and a review of the operations of the
consolidated entity during the period. This financial report is sent to any shareholder requesting it;

e the quarterly report summarising activities on the Company’s projects on a quarterly basis. This report is sent to any
shareholder requesting it;

e  circular information letters;

e using Computershare Investor Services, the Company’s share registry service provider, to facilitate the electronic delivery of
documents to shareholders as permitted by the Corporations Act if so requested by shareholders;

e proposed major changes in the consolidated entity which may impact on share ownership rights are submitted to a vote of
shareholders pursuant to ASX Listing Rules;

e notices of all meetings of shareholders in printed or electronic form; and

e in addition, several new reports have been generated as a result of the TSX listing including the quarterly management
discussion and analysis of financial condition and results of operations and an annual information form.

The Board encourages full participation of shareholders at the annual general meeting to ensure a high level of accountability and
understanding of the Company’s strategy and goals. Generally, every shareholder meeting is followed by a presentation by the
Chairman and/or Managing Director.

Council Recommendation 6.2:
Companies should provide the information indicated in the Guide to reporting on Principle 6.

MDL Practice: On 17 March 2006, the Board adopted a formal Market Disclosure and Communications Policy and a revised
version of the Policy was approved by the Board on 26 September 2008. The policy includes measures to ensure that timely and
accurate information is provided equally to all shareholders and market participants. A copy of the Policy is available on the
Company'’s website and will be provided to any shareholder upon request to the Company Secretary.

All announcements made to the market and related information (for example, information provided to analysts during briefings) are
placed on the Company’s website at www.mineraldeposits.com.au and also on SEDAR at www.sedar.com after they have been
released to ASX. These announcements include the full text of notices of meeting and explanatory material. The Company’s
website also contains financial data for the last three years and the Company provides information updates to selected investors.
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7. RISK MANAGEMENT

Council Principle 7:
Recognise and manage risk

Council Recommendation 7.1:
Companies should establish policies for the oversight and management of material business risks and disclose a summary
of those policies.

MDL practice: The Board is responsible for the oversight of the group’s risk management and control framework. The audit
committee assists the Board in fulfilling its responsibilities in this regard by reviewing the financial and reporting aspects of the
framework.

The Board has implemented a policy framework designed to ensure that the group’s risks are identified in each of Australia and the
Republic of Senegal and that controls are adequate, in place and functioning effectively.

Arrangements put in place by the Board to monitor risk management include:

e regular monthly reporting to the Board in respect of operations and the financial position of the group and weekly reporting of
the financial position;

e reports by the Chairman of the audit committee to the Board at least twice a year;
e attendance of appropriate managers/personnel at Board meetings whenever required by the Board;
e commissioning of special reports on aspects of risk mitigation as considered necessary; and

e presentations to the Board by appropriate managers/personnel (and/or independent advisers, where necessary) on the nature
of particular risks and details of the measures which have been or can be adopted to manage or mitigate the risk.

Council Recommendation 7.2:

The board should require management to design and implement the risk management and internal control system to
manage the company’s material business risks and report to it on whether those risks are being managed effectively. The
board should disclose that management has reported to it as to the effectiveness of the company’s management of its
material business risks.

MDL practice: The Managing Director and Company Secretary of MDL are responsible to the Board for the global risk management
and control framework. That responsibility includes the identification of material business risks and the design and implementation of
strategies and systems to manage and insure, where possible, the Company’s material business risks, where appropriate in
conjunction with the audit committee. Areas of significant business risk are highlighted in the strategic plan presented to the Board
by the Managing Director each year. The Managing Director and Company Secretary are required to report to the Board annually as
to whether the Company’s material business risks are being managed effectively.

Council Recommendation 7.3:

The board should disclose whether it has received assurance from the chief executive officer (or equivalent) and the chief
financial officer (or equivalent) that the declaration provided in accordance with section 295A of the Corporations Act is
founded on a sound system of risk management and internal control and that the system is operating effectively in all
material respects in relation to financial reporting risks.

MDL practice: MDL's Managing Director and Chief Financial Officer report in writing to the Board (through the audit committee)
that:

o the declaration given in accordance with section 295A of the Corporations Act 2001 is founded on a sound system of risk
management and internal control; and

o the Company’s system of risk management and internal control is operating effectively in all material respects in relation to
financial reporting risks.
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Council Recommendation 7.4:
Provide information on reporting on Principle 7.

The Board has received the report from management under Recommendation 7.2 and assurance from the Managing Director (chief
executive officer) and the Chief Financial Officer under Recommendation 7.3.

The Company does not make publicly available a “stand alone” summary of its risk oversight and management policies. However,
pending finalisation of a discrete risk oversight and management policy, currently being updated, some details of those policies are
available from the documents, including this Corporate Governance Statement and the Charter of the Audit Committee posted on the
Company's website.

8. REMUNERATION

Council Principle 8:
Remunerate fairly and responsibly

Council Recommendation 8.1:
The board should establish a remuneration committee.

MDL practice: A remuneration committee was established by the Board on 24 August 2006.

In establishing the remuneration committee, the Board recognised the recent growth achieved by the business and the anticipated
growth in the future through the projects now well underway in Senegal.

The remuneration committee had only two members until Mr O Lennox-King was appointed to the Board and the committee on
27 November 2007. It is now comprised of three members. The current members of the MDL remuneration committee are
Dr D Isles, Dr R Danchin and Mr O Lennox-King, all of whom are independent, non-executive directors of the Company. Dr D Isles,
who is not the Chairman of the Board, is the Chairman of the remuneration committee. During the reporting period the remuneration
committee met on one occasion. The qualifications of the members of the remuneration committee and details of their attendance at
meetings of the committee are as follows:

Name Qualifications Held Eligible Attended
D Jlsles BSC(Hons) PhD SEG ASEG AIG 1 1 1
R V Danchin BSC (Hons) MSc PhD AusIMM 1 1 1
O Lennox-King BComm 1 1 -

Council Recommendation 8.2:
Companies should clearly distinguish the structure of non-executive directors’ remuneration from that of executive
directors and senior executives.

MDL practice: 1t is the policy of the Company that, except in special circumstances, non-executive directors normally be
remunerated by way of fixed fees (determined by the executive directors having regard to the aggregate remuneration fixed for the
time being by the shareholders in general meeting and the level of fees paid to non-executive directors by other companies of similar
size and stature), should not receive options or bonus payments and should not be provided with retirement benefits other than
statutory superannuation.

Each of the non-executive directors receives a fixed annual fee (which, in the case of residents of Australia, includes
superannuation) and none of them is entitled to be provided with any other retirement benefits. However, the Company did not
comply fully with this recommendation during the financial year ended 30 June 2008 because Dr Isles continued to hold the 500,000
options previously granted to him with the approval of shareholders at the 2005 annual general meeting and the remuneration
package of Mr O Lennox-King, appointed as a non-executive director on 29 November 2007, included the grant of 1,000,000
options. The Company could not, of course, cancel Dr D Isles’ existing options. An exception to the policy was made in
Mr O Lennox-King's case in order to secure the services of a suitably qualified, Toronto-resident director in view of the imminent
listing of MDL on the TSX. That exception having been made, the Board was of the opinion that it would be unfair to treat
Dr R Danchin differently. Accordingly, the grant of 1,000,000 options to each of Mr O Lennox-King and Dr R Danchin was approved
by shareholders at the 2007 annual general meeting.
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Council Recommendation 8.3:
Companies should provide the information indicated in the Guide to reporting on Principle 8.

MDL practice: Where required by law, the Company ensures that the payment of equity-based executive remuneration is made in
accordance with thresholds set in plans approved by shareholders. The “MDL Employee Option Plan”, pursuant to which a number
of executives have been issued options, was approved by shareholders at a general meeting held on 31 December 2004.

A charter for the remuneration committee was adopted on 26 September 2008 and is available on the Company’s website. A copy
will be provided to any shareholder on request to the Company Secretary.

It is the policy of the Company that persons to whom options have been granted should not enter into any transaction in any
associated product which is designed to limit the economic risk of participating in unvested entitlements under an equity-based
remuneration scheme.

There are no schemes for retirement benefits, other than superannuation for residents of Australia, for non-executive directors.
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The directors of Mineral Deposits Limited (“MDL” or the “company”) submit herewith the annual financial report of the company for
the financial year ended 30 June 2008. In order to comply with the provisions of the Corporations Act 2001, the directors report as
follows:

DIRECTORS
The names of directors in office during the year and up to the date of this report are:

Nicholas J Limb

Jeffrey W Williams

Martin C Ackland

Clever G Da Fonseca (appointed 1 April 2008)
David J Isles

Robert V Danchin

Oliver Lennox-King (appointed 27 November 2007)

INFORMATION ON DIRECTORS
The names and details of the directors in office at the date of this report are:
Nicholas Limb (Executive Chairman) BSc (Hons) MAusIMM ASIA

Mr Limb is a qualified exploration geophysicist. His early career was spent in the Australian exploration industry with mining majors
CRA Limited and BHP Limited. Subsequently, he worked for many years in stockbroking and investment banking, specialising in
mining corporate finance. In 1994, he struck out on his own and developed gold miner New Hampton Goldfields Limited from an
explorer to a large producer. New Hampton Goldfields Limited was taken over in 2000. During that time, he also developed a
number of other interests in the resources industry.

Directorships of other listed companies since 1 July 2005

Cockatoo Ridge Wines Limited (January 2002 to October 2007)
Gippsland Offshore Petroleum Limited (November 2004 to present)
Gravity Diamonds Limited (December 1995 to August 2007 — company was delisted in May 2007)

Jeffrey Williams (Managing Director) BSc (Mining Engineer) MBA MAusIMM

Mr Williams has 16 years’ experience as a professional mining engineer in Australia and seven years in the stockbroking industry. In
the mining industry, his experience ranges from mine planning, underground management and feasibility study through to mine
development. From 1972 to 1984, he held various positions with CRA Limited at Broken Hill in New South Wales. At the
underground silver/lead/zinc mine, he gained his Mine Manager's Certificate and practical experience in mine planning and
underground management. Following his Masters of Business Administration (MBA) programme in 1987, he played a major role as
a Senior Project Engineer with North Limited. From 1989 to 1996, he spent seven years in stockbroking specialising in gold mining
research. Prior to joining the company in 1997, he was Head of Resources Research at James Capel Australia.

Directorships of other listed companies since 1 July 2005

Morning Star Gold NL formerly Mount Conqueror Minerals NL (February 2004 to present)
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Martin Ackland (Executive Director) B App Sc (Prim Met) MAusIMM MAIME FAICD

Mr Ackland is a qualified metallurgist and has spent over 30 years in the resources industry in a variety of roles that involved the
creation of major resource groups from small capital bases. From 1997 to 2003, Mr Ackland was President and Chief Executive
Officer of Southern Cross Resources Inc. (now SXR Uranium One Inc.). From 1987 to 1995, he was an executive director of Ticor
Limited (formerly Minproc Holdings Limited) where he was responsible for the successful implementation of the Tiwest Project; the
world’s only integrated mineral sands mine, synthetic rutile and TiO. pigment operation. He brings to the Company a very strong
background in project development, particularly in mineral sands and gold, at a time when the Company’s projects are in the crucial
development phase. His experience embraces a range from project development through financing and capital raising in both the
project and corporate areas. Mr Ackland has prime responsibility for the project implementation and engineering aspects of the
Company'’s projects.

Directorships of other listed companies since 1 July 2005

Lodestone Exploration Limited (July 2002 to present)
Sedimentary Holdings Limited (October 1991 to September 2006)

Clever Fonseca (Executive Director) BMEng MBA

Mr Fonseca has more than 25 years of successful leadership and extensive experience in areas of business development, mining,
global supply chain management, project management and international market development. From 1998 to 2006, Mr Fonseca held
numerous senior positions, including Vice President Global Supply Chain in Millennium Chemicals do Brasil, one of the largest
titanium dioxide producers in the world. Mr Fonseca joined the company on 1 October 2007, engaged as President and Chief
Executive Officer of the Mineral Sands Division, and was appointed to the board in April 2008.

Directorships of other listed companies since 1 July 2005
Millennium Chemicals do Brasil (December 2004 to June 2006)

David Isles (Non-Executive Director) BSc (Hons) PhD SEG ASEG AIG MAusIMM

Dr Isles is a geophysicist and recognised world expert in aeromagnetic interpretation. He has worked in operational exploration with
BHP Minerals and in the area of exploration technology development with World Geoscience Corporation. He was a technical
director of New Hampton Goldfields Limited for five years until August 2000 when it was taken over. He consults widely in his area
of expertise in aeromagnetics.

Directorships of other listed companies since 1 July 2005

Stellar Resources Limited (April 2004 to present)
Robert Danchin (Non-Executive Director) BSc BSc (Hons) MSc PhD

Dr Danchin has over 40 years' experience in the exploration industry. He was Chief Executive Officer of Anglo American PLC's
Exploration and Acquisition Division and the Anglo American Group's Deputy Technical Director (Geology). From 1997 to 2002, he
was an executive director of Anglo American Corporation of South Africa Limited. In 1980, he joined Stockdale Prospecting Limited
(an Australian subsidiary of De Beers) as Chief Geologist based in Australia. He remained with that company for 15 years,
eventually becoming Exploration Manager heading up its Australian-based diamond exploration programme.

Directorships of other listed companies since 1 July 2005

Cluff Gold plc (May 2004 to present)

GMA Resources plc (June 2003 to February 2008)

Gravity Diamonds Limited (October 2004 to present — company was delisted in May 2007)
Ridge Mining plc (March 2003 to October 2005)
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Oliver Lennox-King (Non-Executive Director) BComm

Mr Lennox-King has over 30 years of experience in the mineral resource industry and has a wide range of experience in financing,
research and marketing. He was instrumental in the formation of Southern Cross Resources Inc. in 1997. Mr Lennox-King was
formerly President of Tiomin Resources Inc. from 1992 to 1997. From 1980 to 1992, he was a mining analyst in the Canadian
investment industry. From 1972 to 1980, he worked in metal marketing and administrative positions at Noranda Inc. and Sherritt
Gordon Limited.

Directorships of other listed companies since 1 July 2005

Aurora Energy Resources Inc. (February 2006 to present)
CGX Energy Resources Inc. (March 1997 to present)

Fronteer Development Group Inc. (November 2003 to present)
Metallica Resources Inc. (June 1999 to June 2008)

Tiomin Resources Inc. (March 1992 to June 2007)

COMPANY SECRETARY

Melvyn Drummond BA BCom FCIS FInstCM

Mr Drummond is company secretary and general manager — corporate. He worked and resided in four countries prior to
permanently relocating to Australia in 1985. He has held senior finance and administrative positions (including directorships) in both
private and public companies in various business sectors, including resources, in Australasia and abroad between 1976 and coming
to Melbourne. Mr Drummond manages the company’s Mauritian mineral sands and gold project intermediate holding companies.
FORMER PARTNER OF THE AUDIT FIRM

No audit or former audit partner are directors or officers of the company.

DIRECTORS’ SHAREHOLDINGS

The following table sets out each director’s relevant interest in shares and options in shares of the company as at the date of this
report.

Name Fully Paid Share Options
Ordinary Shares
No. No.

N J Limb 2,083,528 4,000,000
J W Williams 362,400 4,000,000
M C Ackland 25,000 2,500,000
C G Da Fonseca - appointed 1 April 2008 - 1,000,000
D JlIsles 137,000 500,000
R V Danchin - 1,000,000
O Lennox-King — appointed 27 November 2007 - 1,000,000
PRINCIPAL ACTIVITIES

The principal activities of the company continue to be firmly focused upon developing its two major projects in Senegal, west Africa.
The Sabodala Gold Project (“SGP") is on schedule for commissioning and the first gold pour in the December 2008 quarter, while the
Grande Cote Mineral Sands Project (“GCMSP")" has received all approvals, paving the way for development of this operation to
commence.

OPERATING RESULTS

The net amount of the operating loss after provision for income tax for the financial year was $11,056,751 (2007 - loss of
$7,136,989) for the company and a loss of $9,028,964 (2007 - loss of $20,819,712) for the consolidated entity.

-15-
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REVIEW OF OPERATIONS

Gold - Sabodala Gold Project
90% owned through Sabodala Gold Operations SA, 10% Government of the Republic of Senegal (“GRS”)

Background

The SGP is located in Senegal, some 650 kilometres east of the capital Dakar within the African Birimian gold province and about
90 kilometres from major gold discoveries in Mali including Sadiola (13.5 million ounces). The Sabodala and Niakafiri deposits lie
within a 20.3 square kilometre mining concession. The Presidential Decree signed by Senegalese President His Excellency
Abdoulaye Wade and the Ministerial Notification Letter formally issuing the 10 year mining concession for, and authorising
commencement of, the investment and mining phases of the SGP development were received in May 2007. During the period, the
work has focused on the construction phase of the SGP.

New Operating Company Established

With all approvals received, MDL and GRS established a new operating company, Sabodala Gold Operations SA (“SGQ”"), as
required by the Mining Convention, to complete construction of the project and then mine the deposit under the terms of the granted
mining concession. MDL has a 90% holding and GRS a 10% free-carried interest in the new company, which was incorporated on
31 January 2008.

New Resource/Reserve Estimate

As reported on 24 October 2007, the company announced an updated resource/reserve completed for Sabodala. The project
contains a global gold resource of 2.74 million ounces and a mineable gold reserve of 1.406 million ounces to a vertical depth of
230 metres, with potential for extensions of the pit and underground mining identified.

The new mineable reserve for the Sabodala deposit of 1,264,000 ounces at a 0.8g/t gold cut-off, together with the Niakafiri deposit of
142,000 ounces at a 0.5g/t cut-off, extends Sabodala above 1.4 million ounces with significant new drilling results yet to be included.
The total Sabodala project mineable open pit reserve is 18.3 million tonnes grading 2.4g/t, comprising the Sabodala deposit with
15.8 million tonnes grading 2.49g/t gold and the Niakafiri deposit with 2.5 million tonnes grading 1.76g/t gold.

The current mineable ore reserves estimate is based on MDL drill holes and assay data available at 30 August 2007 including a total
of 629 drill holes for 96,815 metres representing 89,115 assays. The Resources and Reserves have been classified as a
combination of Measured, Indicated and Inferred Mineral Resources in accordance with CIM Definitions (2005) and reconciled to the
JORC Code (2004).

As part of the TSX listing requirements, the updated Mineable Gold Reserve and Mineral Resource was audited by independent
consultants Scott Wilson Roscoe Postle Associates Inc. of Toronto, Canada in November 2007.

After the completion of the reporting period, the Sabodala mineral resource estimate was updated in September 2008 to 3.51 million
ounces and this update is described in the Subsequent Events section of this Directors’ Report on page 23.

Mine Development Progress

The main engineering construction programme is over 70% complete as at the end of June. Approximately 95% of mechanical
equipment for the processing plant is on site or in port. All of the structural steel has been committed and the majority is on site.

The processing plant, power station and open pit development at the Sabodala gold mining operation works are well advanced, while
the accommodation blocks, tailings dams and water treatment and waste treatment plant have been completed. Phase 1 mining
also began and is on schedule for commissioning in the December 2008 quarter.

The period has been a productive one with the following notable achievements:
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Mining Fleet — The main mining fleet has been delivered and is operating on site, including two Pantera drill rigs and ten 100 tonne
Komatsu trucks. Two Komatsu face shovels, a grader and two bulldozers are also in operation. The mining fleet workshop and
service area is 95% complete.

Sabodala Open Pit — Phase 1 open pit development work is down to 710RL, with over 1.3 million tonnes of waste rock excavated
and used to build the run-of-mine ("ROM") pad adjacent to the crusher station. This is on schedule to deliver 500,000 tonnes of ore
to the ROM pad prior to start-up of the processing plant later this year.

Process Plant — Construction of the two million tonne per annum gold processing plant is well advanced. Installation of the ball and
semi-autogenous grinding mills has commenced, with mechanical components on site and being assembled while the crusher
superstructure is nearly completed. Erection of the nine CIL tanks is well advanced with tank welding 80% complete.

Plant throughput of two million tonnes per annum will produce an average of 150,000 ounces per year over a 10 year mine life. The
preliminary schedule shows that approximately 168,000 ounces of gold is expected to be produced in calendar 2009.

Power Station — The bulk of the civil works at the 30 megawatt power station under construction by supplier Wartsila is nearly
complete, with mechanical and electrical aspects progressing well. This is on track for load testing in September 2008.

Water — At the end of the reporting period, with three months of the wet season remaining, there was 781,000m3 stored and water
levels were steadily rising as a result of good rain so far this year. Further rain has updated this figure as described in the
Subsequent Events section on page 23.

Mine Site Accommodation Village — The accommodation village is now in operation and sleeping 390 people. At present, the total
site occupancy is almost 1,000 people inclusive of contractors housed at the new village and the existing exploration camp. When
the processing plant commences operation in the December 2008 quarter, the mine village will be capable of catering for up to 600
employees. MDL anticipates that, when in full production, about 450 people will be employed on site.

Sabodala Drilling Update
During the period, drilling continued on exploration/resource definition in the environs of the SGP.

Underground Reserves Potential

The current open pit is designed to a vertical depth of 230 metres. It is estimated that the area beyond the present open pit design
contains 1.7 million tonnes of undiluted Measured and Indicated resources averaging 4.7g/t gold above a 3.0g/t cut-off grade.
Collectively, the potential underground zones are estimated to contain about 265,000 ounces of gold. Most of this resource is
immediately adjacent to the open pit in a sphere of some 0-200 metres from the pit perimeter and most zones are still open for
drilling. Itis anticipated that this mineralisation will be accessed by “in-wall ramps”.

The significant gold intercepts returned from the recent step-out drilling continue to demonstrate the potential to extend the Sabodala
resource and mineable reserves. These targeted the Main Flat Zone to the west of the ultimate open pit design, the Lower Flat Zone
also to the west at depth, the Northwest Shear and the Main Flat Zone to the north and northwest and the steep Quartz-Feldspar
Porphyry (Fg) related mineralisation at depth below 300 metres. All of these targets may be amenable to future underground mining.
The potential for extending the underground mineralisation — the East Flat Zone — was demonstrated by the new intersection outside
of the current pit limit in SBRC830D on section 20510. This intercept was 8.0 metres (estimated true width of 6.4 metres) grading
6.3g/t from 239 metres downhole (hole is drilled vertical) and lies some 130 metres beyond the current pit limit.

Pre-production Drilling

A 46-hole, 2,570 metre pre-production RC drilling programme, with drill spacing closed to 20 metres by 20 metres, designed to test
the resource model in the upper benches of mining Phase 1 has been completed. Results confirm the resource model grades and
tonnages with additional mineralisation identified in several holes adding confidence to a successful planned start-up of the
Sabodala open pit mine.
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Exploration/Resource Drilling

Substantial drilling campaigns were also completed during and post the year under review within the Sabodala mining concession
testing extensions to the known gold mineralisation at Sutuba, Dinkokhono and Suokhoto while drilling at Niakafiri West continued to
define broad zones averaging 0.5-1.0g/t gold with isolated higher grade zones within. The results from this work have been
encouraging and indicate that the area has good mineralisation potential, warranting further drilling.

Gold - Sabodala Regional Exploration Programmes

In addition to its granted Sabodala mining concession, MDL, through its wholly-owned subsidiary Sabodala Mining Company SARL
(“SMC"), has four gold projects covering over 900 square kilometres. These comprise the company’s regional gold exploration
programme. Massakounda, Dembola-Berola and Makana are the subject of 80% joint ventures and, at Bransan; SMC holds a 70%
interest. All four properties are within 10-40 kilometres of the Sabodala mining concession.

Makana Joint Venture

The Makana project is a new joint venture agreement which received State approval on 1 February 2008. The project area of
125 square kilometres lies approximately 15 kilometres southwest of the Sabodala mining concession and covers a five kilometre
strike length of the structural trend which hosts the Sabodala gold deposit. The exploration permit, subject to a Mining Convention
entered into between New African Petroleum Company SARL and the GRS dated 26 November 2004, was renewed for a period of
three years on 26 November 2007. SMC is required to spend US$1.3 million on the project within three years.

Drill Results at Bransan Project

Drilling continued on the Bransan Exploration Permit which covers an area of some of 353 square kilometres. To date, the RAB
drilling statistics stand at 304 holes for 12,725 metres on 16 lines focused on the Goumba-Gamba, Diadiako and Bransan prospects.
Hole BSRB184 returned 19 metres at 1.0g/t gold from 24 to 43 metres depth and three metres at 4.5g/t gold from 25 to 28 metres
depth. Hole BSRB185 returned 13 metres at 1.3g/t gold from the surface. These results are all located on the southern, laterite and
soil-covered extension of the Goumba-Gamba prospect and coincide with a zone where this trend is intersected by northwest
trending structures. Further drilling of this prospect to test some of the wide, low grade intercepts at depth is planned.

To the end of June 2008, 10 RC holes had been drilled to test the mineralised system at depth and the influence of the northwest
trending structures. Low level gold anomalism was encountered in all holes and further follow-up drilling programmes are planned in
order to better understand the geology and the structures controlling the gold mineralisation.

Dembala-Berola Project

Exploration commenced on this project in January 2008, with seven trenches for a total of 290 metres completed at the
Goundamehko and Seven Hills prospects. Preliminary trench results are encouraging and a 6,000 metre RAB drilling and a 3,000
metre RC drilling programme are planned for this year. The drilling programmes aim to identify the primary source of mineralisation
of the geochemical anomalies and surficial, secondary gold occurrences exploited by artisanal miners.

Mineral Sands — Grande Cdte Mineral Sands Project
90% owned through Grande Cdte Operations SA, 10% Government of the Republic of Senegal

Background

The GCMSP s located on a coastal dunal system commencing some 80 kilometres north of the capital city of Dakar and extending
northwards along the Senegalese coast. To date, four main heavy mineral deposits are known, i.e. Mboro, Fass Boye, Diogo and
Lompoul. They cover a strike length of more than 50 kilometres of nearly continuous mineral sands mineralisation. Resource
modelling by AMC Consultants in September 2006 estimated a global inferred resource of 1.33 billion tonnes of sand at 2% heavy
mineral at a cut-off grade of 1.5% heavy mineral. Production over a 25 year period is estimated at this stage.

During the period, the final approvals were received for this project paving the way for the company to commence development at
the Grande Cote.
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The project plan envisages the dredging operation will produce approximately 90,000 tonnes of high quality zircon and over 700,000
tonnes of ilmenite per annum. The planned operation will be well supported by proven local infrastructure and one of Africa’s major
seaports in Dakar on the most westerly point of the African coastline. The major advantages of the project include favourable local
logistics, close proximity to major end-users in Europe and the United States thereby substantially reducing freight and holding costs,
low country risk and, most importantly, the demonstrated support of the Senegalese authorities at all levels.

Mining Convention Signed and Mining Concession Awarded

On 24 September 2007, MDL and the GRS finalised arrangements for development of the Grande Cote project and a
Supplementary Deed to the Mining Convention was executed. Subsequently, the Presidential Decree signed by Senegalese
President His Excellency Abdoulaye Wade and the Notification Letter from Minister of Industry and Mines Mr Madicke Niang dated
27 November 2007 were received, paving the way to commence development of this project. The company was awarded a 25 year
Mining Concession and a 15 year tax exoneration, among other incentives, under the executed Mining Convention and
Supplementary Deed.

New Operating Company Established

Following completion of the permitting and grant of the mining concession, as stipulated in the Mining Convention, MDL and the GRS
established an operating company (Grande Cote Operations SA) to complete the project and then mine the deposit under the terms
of the granted mining concession. MDL has a 90% holding and GRS a 10% free-carried interest in the new company, which was
incorporated on 29 January 2008.

Mine Planning

As part of the required work for the final mine plan, aerial photography was acquired over the site and processed to give a highly
detailed and accurate topographic surface along the dunal system. This data is being used in the detailed computer modelling and
optimisation process to finalise the detailed mine plan, on track to be completed late this year.

Long Lead Item Delivery

The fabrication of the mine dredge pump has been completed and will be stored in Scotland prior to delivery to the Grande Cote site
in early 2009.

Marketing
Zircon

The Grande Cote project is underpinned by the supply of approximately 90,000 tonnes per annum of zircon. The independent
industry consultant TZ Minerals International Pty Ltd (“TZMI") has determined that the global supply of zircon is proving to be unable
to keep pace with demand. TZMI also notes that the global zircon supply in 2008 will decline by more than 100,000 tonnes to
around 1.2 million tonnes, mainly as a result of the major decline in zircon production from Kalimantan in Indonesia and some of the
other mature mining areas in Australia and USA.

The major market for zircon continues to be for supply into the ceramics industry for the production of wall and floor tiles and also for
sanitary ware. Future potential for the zircon market continues to be positive, with underlying demand underpinned by high growth
rates not only in China, but many other fast growing economies around the world including India, South East Asia, the Middle East
and Latin America, all areas where ceramic tiles is a construction material of choice for commercial buildings and dwellings.

The zircon in the GCMSP deposits is of very high quality and attracting strong and wide market interest. Bulk test samples from the
previous and current drilling programmes have been submitted to the company’s established European clients who have again
confirmed that the zircon product meets their needs. A series of trials to test glazing qualities has established Grande Cote zircon as
preferred product for MDL’s customers. Off-take agreements and associated legal work for the majority of the project's output were
substantially completed and agreed in principle during the period just concluded.
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limenite

Along with the extraction of zircon as part of the dredging operation, the Grande Cote project will also produce around 700,000
tonnes per annum of ilmenite. Previous metallurgical testwork focused on optimisation of the zircon recoveries but new testwork was
undertaken to re-optimise the metallurgical recoveries for both zircon and ilmenite. Two bulk samples (both obtained by shaft sinking
in the Diogo mine plan area) are being processed to confirm previous testwork, trial improved spiral equipment and produce bulk
zircon and ilmenite concentrates for further customer appraisal.

Preliminary results on the improved spiral equipment have been encouraging and have indicated enhanced mineral recovery,
demonstrating an overall recovery in the order of 10% higher than previous work. Plans are underway to rework the development
plan and feasibility study to incorporate iimenite.

Geology and Drilling

Drilling programmes continued on the GCMSP, mainly in the first half of the period. To June 2008, a total of 93,247 metres of
RC drilling and 45,192 metres of auger holes were completed.

Resource definition drilling at Diogo and Fass Boye was completed. A new resource/reserve estimate is being prepared for the
Diogo deposit which will be available in the December 2008 quarter. The updated resource estimates will include recently obtained
water table measurements (piezometer holes) and bulk density data.

The piezometer installation programme continued during the year with the number of piezometer holes now totalling 238 in the
Diogo, Fass Boye and Mboro areas. Monthly measurements of each piezometer still show minimal fluctuations in the water table,
confirming a stable upper aquifer.

Large capacity, deep hydrological test wells are being completed to evaluate make-up water supplies for management of the dredge
pond levels. The Maestritchien age sandstone horizon, known to be an excellent aquifer, is located some 440 to 460 metres below
surface in the different points that have been drilled.

Sustainable Development

During the period, the company has been very active in the areas of community relations, environmental management, occupational
health and safety, training, education, medical services and infrastructure support. Most of the company’s focus has been at
Sabodala, due to the scale of the mine construction works, and where site occupancy has been up to 1,000 people.

Community and Social Relations

The long-term support of the host communities for both the Sabodala and Grande Céte projects is essential for MDL to grow and
prosper. MDL works with the local communities and all levels of Government to ensure that they are involved in decision making

and that the company can contribute long-term, tangible benefits from its projects to those communities.

The significant contributions made to the local communities during the period included:

e public road connecting Faloumbou to Sabodala underwent re-routing and improvements, with community consultation and input
throughout the process;

e construction of the Sabodala kindergarten completed on 14 January 2008, with the school opened and a full complement of
students enrolled for learning;

e provision of medical consultations at three clinics — SMC exploration camp, Sabodala Village and Diogo exploration camp (the
former has been relocated closer to the mine site while the latter closed in March 2008 until the construction phase
commences);

e a series of community meetings held with the close collaboration of the Préfet of Kedougou and the Sous-Préfet of Saraya
regarding access to areas for future drilling programmes at Sabodala;
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e adetailed review of the Sabodala water supply was completed, the water infrastructure was fully renovated in order to improve
the distribution network and a strong link was encouraged between the governmental water supply agency and community
leaders; and

e construction of the Khossanto Middle School commenced in July, for which departmental officials provided invaluable
assistance to expedite the process.

The field replacement for villagers from Dambankoto and Faloumbou was completed on time to enable affected villagers to conduct
their planting in time for the rainy season. The process that MDL employed, extensively researched through a broad consultation
process with villagers and local officials at every level, brought considerable praise and admiration from all echelons of government.
In addition to the freshly prepared land, farmers were provided with improved varietal seeds and fertiliser to provide them the best
advantage possible regarding their food and cash crops. The success of the field replacement exercise positions the company
favourably with regard to the upcoming relocation of Dambankoto hamlet. Planning for the resettlement continues with the active
involvement of villagers and departmental authorities.

Site Safety and Training Development

The safety of all MDL's employees and contractors and communities in which it operates is an integral part of the company’s
business. With the expansion of the scale of works, particularly at Sabodala, an experienced Occupational, Health and Safety
Manager was appointed to oversee all aspects of policy, compliance, procedures and planning. The company continued to work
extensively on developing systems that comply with international safety management standards using both a systems approach and
a behaviourally-based approach for safety training and management.

Staff numbers have dramatically increased in the last year, including the number of Senegalese professionals and local regional
employees. Appropriate training programmes have been provided and highly competent and skilled workers are supporting all
aspects of the construction operation.

After the reporting period, a key safety milestone was reached as described in the Subsequent Events section on page 23.

At site, a diverse range of safety operating procedures and training programmes have been implemented to raise the level of safety
awareness including fire safety, first aid training, general site inductions, accident/incident investigation and driver training courses.
Also during the year, a Bushfire Management Plan was implemented, covering full prevention measures at the site. Given higher
staff numbers and intention to commence active operations at Sabodala in quarter four of 2008, the company's Emergency
Evaluation Plan has recently been re-evaluated and is being enhanced.

At the Grande Cote, a safety management and risk assessment programme for deep water drilling contractors and the work
department was completed.

Environmental Monitoring

Senegal

With the expansion of the scale of works at Sabodala, extensive environmental monitoring programmes including weather, stream
water, drinking water, sewage treatment and dust and noise have been implemented.

Other achievements at Sabodala during the year included:

o completion of Faleme pipeline EIES report and public consultation process by Tropica Environmental Consultants. The report
was submitted to the Government Technical Committee and the Certificate of Conformity was issued by the Environment
Agency on 27 June 2008, allowing the company to proceed with construction. A technical review was completed by the
combined technical committee of the Senegalese Commission to the Organisation pour la mise en valeur du fleuve Sénégal
("OMVS") and the company’s request forwarded by the Senegalese Government to the OMVS tri-nation Joint Technical
Committee for approval, which is expected early in the December 2008 quarter.

e completion of the draft Rehabilitation and Mine Closure Plan;
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e implementation of an accident/incident database is underway;

e completion of drilling monitoring bores at Sabodala tailings dam; and
e completion of a subcontractor environmental audit.

Australia

Ongoing rehabilitation work continued at Mineral Deposits (Operations) Pty Ltd's former mining sites in New South Wales during the
year. No adverse situations were reported and work continued on schedule as expected. Final environmental rehabilitation will take
place on a programmed basis following the removal of all equipment and some structures to Senegal.

Corporate
Toronto Stock Exchange Listing Completed

On 20 December 2007, the ordinary shares of the company commenced trading on the TSX under the stock symbol “MDM”. MDL
remained quoted on the Australian Securities Exchange, providing for existing shareholders in Australia to trade shares as they have
done in the past.

Capital Raising and Debt Financing

During the year, the company raised capital and put in place financing arrangements to further the development of the SGP and
GCMSP, as well as for corporate overhead and general working capital expenses. These were:

e On 2 July 2007, MDL successfully completed an A$94 million share placement involving the issue of 75 million shares at an
issue price of A$1.25 per share. The placement was managed by Euroz Securities in Perth. Shares under the placement were
issued in two tranches. The first tranche (44 million shares), raising $56.1 million before costs, was settled on 10 July 2007.
The issue of the second tranche (31 million shares), raising $37.6 million before costs, obtained shareholder approval at a
general meeting of MDL on 6 August 2007 and was settled on 9 August 2007.

e On 13 December 2007, MDL successfully completed a Cdn$50 million (A$56 million) share placement involving the issue of
45.5 million shares at an issue price of Cdn$1.10 per share (equivalent to A$1.24 per share). The syndicate of underwriters was
co-led by CIBC World Markets Inc. and BMO Capital Markets, and included GMP Securities LP, Cormark Securities Inc. and
Toll Cross Securities Inc.

e  The company negotiated a debt financing package with leading Australian mining finance institutions to provide total facilities of
US$130 million for the completion of the construction and development phases of Sabodala and an asset based finance lease
for the site mining fleet being delivered. The project finance facilities since concluded and being drawn down have a tenor of
between three and four years.

e On 14 April 2008, the company announced that it had executed documentation and commenced drawdown of the first
component of a debt financing package for the further construction and development of Sabodala. The US$35 million
Revolving Working Capital Facility was provided by RMB Australia Holdings Limited (‘RMB”) and Macquarie Bank Limited
(ILMBLH).

e The company completed a private placement of 63 million ordinary shares in MDL at an issue price of A$0.77 each to raise a
total of A$48.51 million. The private placement closed on 27 June 2008. These were placed outside of Canada and the United
States to institutional clients of GMP Securities Europe LLP and Euroz Securities Limited of Australia. At the completion of the
offering, MDL had 483,619,234 shares on issue.
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Executive and Board Appointments

On 1 November 2007, the board of MDL announced the appointment of Mr Clever Fonseca to the position of President and CEO of
MDL (Mining) Limited ("MDLM"), the wholly-owned Australian subsidiary responsible for the development and ongoing operation of
the GCMSP. He is now engaged in the day-to-day management of the company’s mineral sands operations.

On 27 November 2007, Mr Oliver Lennox-King was appointed as a non-executive director of the company. He resides in Toronto
and has 21 years of experience in the mining industry with involvement in marketing and administration. MDL is keen to use
Mr Lennox-King's undoubted expertise in respect of the listed Canadian mining sector.

On 2 April 2008, the board announced the appointment of Mr Clever Fonseca to the position of Executive Director, bringing to the
board a deep understanding of the TiO2 and zircon industries and extensive knowledge of global feedstock producers and
consumers. Mr Fonseca also continues his role as President and CEO of MDLM and resides in Toronto, Canada where the
company opened an office following its successful listing on the TSX on 20 December 2007. MDL is now represented in the Toronto
market by two directors, one executive and one non-executive.

Administration

The company’s well located administrative office in the Senegalese capital of Dakar continued to provide administration, accounting
and logistical support for the two projects. Significant effort was devoted to implementing the Integrated Management System
(“IMS™). The IMS now links the management systems of the safety, environment, security and community departments between the
Dakar office, the SGP and the GCMSP.

CHANGE IN STATE OF AFFAIRS

There was no significant change in the state of affairs of the consolidated entity during the financial year.

SUBSEQUENT EVENTS

There have been several company updates subsequent to the year-end.

Sabodala Gold Project

Global Resource Estimate up 28% to 3.51 Million Ounces

On 15 September 2008, the company announced that the total Sabodala gold resource exceeded 3.51 million ounces, up 28% on
the previous resource announced in October 2007.

The new diluted resource for the Sabodala deposit of 2,963,000 ounces at a 0.65g/t gold cut-off, together with the Niakafiri resource
of 547,000 ounces, extends Sabodala above 3.5 million ounces. The upgraded resources are viewed as an extension of the
mineralisation of the Sabodala and Niakafiri deposits. Of the total gold reserves:

e the current Measured and Indicated (diluted) resource for the Sabodala deposit comprises an estimated 42.1 million tonnes at
an average grade of 1.84g/t gold containing 2.5 million ounces and compares with the previous estimate in October 2007 of
28.3 million tonnes grading 2.22g/t gold containing 2.0 million ounces;

o Inferred resources for the Sabodala deposit now stand at 10.6 million tonnes at an average grade of 1.38 g/t gold containing
469,000 ounces compared to the 182,000 ounces Inferred resources reported in 2007; and

e the Measured and Indicated Niakafiri (diluted) resource remains at 8.2 million tonnes at an average grade of 1.34g/t gold
containing 355,000 ounces above a cut-off grade of 0.5g/t gold. An Inferred resource of 6.2 million tonnes grading 0.97g/t gold
contains 192,000 ounces.
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Step-out drilling since 1 September 2007 has extended the deposits to the east and west along the Main Flat, to the south to Sutuba,
to the north along the Main Flat and Northwest Shear intersection and to depth along the steep Fg related zone. Infill drilling
targeted near surface in-pit zones to increase drill confidence from Indicated and Inferred to Measured and Indicated in areas to be
mined in 2008 and 2009. The Niakafiri deposit remains open at depth and to the west a new deposit (Niakafiri West) is in the
planning stages for a third round of drilling.

The current mineable ore reserves estimate is based on SGO'’s drill holes and assay data available at 1 September 2008. The drill
database for the new resource estimate includes a total of 1,276 drill holes for 134,069 metres representing 126,642 assays.

The updated Mineral Resource for the Sabodala Mining Concession was recently audited by independent consultants Geosystems
International in USA. The grade estimates have been classified as a combination of Measured, Indicated and Inferred Mineral
Resources in accordance with CIM Definitions (2005) and reconciled to the JORC Code (2004).

Mining and Mill Construction

MDL initiated mining with the new Komatsu mining fleet in June 2008. Through August, a total of 1,029,544 tonnes representing
98% of the budgeted tonnes for the period were mined at 96% percent of the budgeted cost. Production will increase as the wet
season concludes and two-shift, around-the-clock mining is implemented. The primary goals of this stage of mining are to complete
on schedule the construction of the ROM pad and to mine 500,000 tonnes of ore prior to mill commissioning.

The construction of the processing plant is progressing well and it is anticipated that plant Practical Completion status will be
achieved in December 2008 and commence the commissioning phase immediately thereafter. However, because of the staged
nature of the completion and handover, some of the plant, such as the power station, will be able to begin commissioning activities
prior to this date. The commissioning schedule is on track for the first gold production pour towards the end of December.

Continued good wet season rain has the total water storage levels at site at 2.59 million cubic metres, vindicating the decision for the
early construction of dams on site.

Sustainable Development

Site Safety and Training

In late August, MDL employees and contractors at Sabodala proudly celebrated one million person hours without lost time injury, a
significant milestone given the extraordinary risks inherent in building a world-class mine site in a rural zone in Africa. The care and
responsibility of the company’s managers, and their clear commitment to running a safe and responsible mine site, is a distinguishing
characteristic that sets the company apart from other operators in the area. MDL is proud of its record and will continue to monitor a
full range of safety measures to ensure that its employees carry out their work in safe, healthy and responsible ways.

Environmental Monitoring

An independent environmental monitoring audit took place during mid-August, with favourable results. Additionally, a suite of
sensitive environmental monitoring equipment was installed during August and September which, combined with the DataSight
environmental monitoring software, enables MDL to remain at the forefront of environmental responsibility. At this juncture, MDL is
still on track to secure 1SO 140001 certification at the Sabodala site by mid-2009.

Corporate

Drawdown of Project Finance Facility and Gold Hedging

On 1 July 2008, the company issued 5,000,000 unlisted options to each of RMB and MBL under the terms of the Option Deed
following the final drawdown of monies under the Working Capital line on 10 June 2008.

On 6 August 2008, the company announced that shareholders had approved the issue of 63 million ordinary shares at $0.77 to
institutional clients of GMP Securities Europe LLP and Euroz Securities Limited of Australia under a private placement. The amount
raised was $48.51 million (before costs).
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On 20 August 2008, MDL announced the first drawdown under the US$70 million Project Finance facility provided by Macquarie
Bank Limited. A condition precedent of the Project Finance facility was the establishment by the borrower, SGO, of a gold hedging
programme and this programme has been completed.

On 25 September 2008, MDL announced that it had received notification from Red Back Mining Inc. of Vancouver, Canada that it
had acquired approximately 62 million shares (12.8%) of MDL's issued capital.

Other than the above, in the opinion of the directors of the company 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 or unusual nature likely to affect substantially the
results of the operations of the company during the remainder of the financial year during which the company expects to be in the
investment (construction) phase in relation to the GCMSP, having completed this phase at SGP.

FUTURE DEVELOPMENTS

Over the remainder of the current and coming year, the company intends to build on its experience base to bring the SGP into full
production and commence construction at Grande Cote in late 2009.

Further work is also planned at Sabodala during the balance of 2008 including:

e evaluating suitable underground mining methods, cost structures and cut-off grades for the deeper mineralised zones presently
being defined; and

e anew mineable reserve estimate for the project is in progress and will be available late in the December 2008 quarter.

On the regional gold projects, exploration programmes will continue to identify and test potential gold targets to discover additional
resources for throughput for the Sabodala mill at the SGP.

For the Grande Cote project, the key milestone will be the completion of a scoping study to support the project moving to the
development stage, anticipated in late 2009.

ENVIRONMENTAL REGULATIONS

The company’s Hawks Nest operations remain subject to significant environmental regulation under the laws of the Commonwealth
of Australia and New South Wales State legislation. The company is therefore required to continue to comply with the terms and
conditions of the raft of approvals and licences granted until such date(s) as its mining leases are relinquished.

During the year ended, there were no instances of non-compliance by the company in relation to licences and approvals.

DIVIDENDS

During the financial year, no dividends were paid. The directors have not recommended the payment of a dividend.



MINERAL DEPOSITS LIMITED
ABN 19 064 377 420
AND SUBSIDIARIES

DIRECTORS’ REPORT

SHARE OPTIONS

At the date of this report, the unissued ordinary shares of the company under option are as follows:

ASX Code Grant Date Expiry Date Exercise Price ($) No.
MDLAI 28 November 2003 28 November 2008 0.25 1,000,000
MDLAK 1 December 2004 1 December 2009 0.33 5,000,000
MDLAM 31 December 2004 2 January 2010 0.45 285,000
MDLAO 10 March 2005 10 March 2010 0.65 500,000
MDLAQ 23 November 2005 23 November 2010 0.85 500,000
MDLAZ 10 April 2008 10 April 2011 1.40 10,000,000
MDLAS 1 May 2006 1 May 2011 2.00 1,000,000
MDLAA 1 July 2008 1 July 2011 1.40 10,000,000
MDLAU 19 July 2007 18 July 2012 1.60 2,650,000
MDLAW 29 November 2007 29 November 2012 1.60 6,500,000
MDLAY 5 December 2007 5 December 2012 1.60 1,000,000

38,435,000

During the year ended 30 June 2008, no ordinary shares of the company were issued on exercise of options granted.

Further details of options on issue are contained in Note 20 of the financial report.

No person entitled to exercise an option had or has any rights by virtue of the option to participate in any share issue of any other

body corporate.

INDEMNIFICATION OF OFFICERS AND AUDITOR

The company has not during, or since the end of the financial year, in respect of any person who has been an officer or auditor of the
company or of a related body corporate, indemnified or made any relevant agreement for indemnifying such person against a liability
including costs and expenses in successfully defending legal action.

The company has paid premiums to insure each of its directors and the company secretary against liabilities for costs and expenses
incurred by any of them in defending any legal proceedings arising out of their conduct while acting in the capacity of director/officer

of the company, other than conduct involving a wilful breach of duty in relation to the company.

DIRECTORS’ MEETINGS

Name Meetings Held Eligible to Meetings

Attend Attended
N J Limb 20 20 20
J W Williams 20 20 20
M C Ackland 20 20 20
C G Da Fonseca — appointed 1 April 2008 20 8 8
D Jlsles 20 20 19
RV Danchin 20 20 18
O Lennox-King — appointed 27 November 2007 20 11 8

Remuneration Committee Audit Committee

Name Held Eligible  Attended Held Eligible  Attended
D JlIsles 1 1 1 2 2 2
R V Danchin 1 1 1 2 2 2
O Lennox-King — appointed 27 November 2007 1 1 - 2 1 -
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PROCEEDINGS ON BEHALF OF THE COMPANY

No person has applied for leave of Court to bring proceedings on behalf of the company or intervene in any proceedings to which the
company is a party for the purpose of taking responsibility on behalf of the company for all or any part of those proceedings.

The company was not a party to any such proceedings during the year.

AUDITOR

Deloitte Touche Tohmatsu continues in office in accordance with the Corporations Act 2001.
NON-AUDIT SERVICES

Details of amounts paid or payable to the auditor for non-audit services provided during the year by the auditor are outlined in
Note 32 to the financial statements.

The directors are satisfied that the provision of non-audit services during the year by the auditor (or by another person or firm on the
auditor's behalf) is compatible with the general standard of independence for auditors imposed by the Corporations Act 2001.

The directors are of the opinion that the services as disclosed in Note 32 to the financial statements do not compromise the external
auditor's independence, based on advice received from the Audit Committee, for the following reasons:

o all non-audit services have been reviewed and approved to ensure that they do not impact the integrity and objectivity of the
auditor; and

o none of the services undermine the general principles relating to auditor independence as set out in Code of Conduct APES
110 Code of Ethics for Professional Accountants issued by the Accounting Professional and Ethical Standards Board, including
reviewing or auditing the auditor's own work, acting in a management or decision-making capacity for the company, acting as
advocate for the company or jointly sharing economic risks and rewards.

AUDITOR’S INDEPENDENCE DECLARATION

The auditor's independence statement is included on page 34 of the financial report.
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REMUNERATION REPORT

This remuneration report, which forms part of the directors’ report, sets out information about the remuneration of MDL'’s directors
and its senior management for the financial year ended 30 June 2008.

Directors and senior management details

The names and positions held by key management personnel in office at any time during the financial year are:

Nicholas J Limb Chairman - Executive

Jeffrey W Williams Managing Director — Executive

Martin C Ackland Director — Executive

Clever G Da Fonseca Director — Executive (appointed 1 April 2008)
David J Isles Director — Non-Executive

Robert V Danchin Director — Non-Executive

Oliver Lennox-King Director — Non-Executive (appointed 27 November 2007)
Melvyn J S Drummond Company Secretary

John A Dorward Chief Financial Officer

Owen J Cavanough Project Manager

Christopher H Young Chief Geologist

Remuneration Policy

A remuneration committee charter adopted on 26 September 2008 was designed to align director and executive objectives with
those of shareholders and the business. The board believes the remuneration policy to be appropriate and effective in its ability to
attract and retain the best executives and directors to run and manage the company, as well as create goal congruence between
directors, executives and shareholders. The remuneration policy setting the terms and conditions for the executive directors and
other senior executives was not developed by a remuneration committee but approved by the board after seeking professional
advice from independent external consultants at the time. A separate remuneration committee was established by the board on 24
August 2006 in recognition of the growth achieved by the business over the prior year and the anticipated growth in the future
through the projects underway in Senegal. This committee will take responsibility for setting and reviewing remuneration policy in
future.

The board’s current policy for determining the nature and amount of remuneration for board members and senior executives of the
company is as follows:

The remuneration levels of executive directors are determined by the chairperson after taking into consideration those that apply to
similar positions in comparable companies in Australia and directors’ possible participation in any equity-based remuneration
scheme. The chairperson uses industry-wide data gathered by independent remuneration experts annually as his point of reference.

Any options or shares issued to directors pursuant to an equity-based remuneration scheme would require approval by shareholders
prior to their issue. Options or shares issued to senior executives who are not directors would be proposed by the managing director
and issued only after a unanimous resolution by the board. Options currently on issue to directors were issued pursuant to
shareholder approval at the company’s annual general meetings held on 11 November 2004, 23 November 2005 and 29 November
2007 and those granted to senior executives were issued pursuant to the MDL Employee Option Plan approved by shareholders in
general meeting on 31 December 2004.

All executives receive a base salary (which is based on factors such as qualifications, expertise, experience etc.), superannuation
and fringe benefits and are eligible for the grant of options under the above MDL Option Plan.

The board policy is to remunerate non-executive directors at market rates for comparable companies for time, commitment and
responsibilities.
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The fees payable to individual non-executive directors must be determined by the board within the aggregate sum of $150,000 per
annum provided for under clause 61.1 of the constitution. That aggregate sum can only be increased with the prior approval of the
shareholders of the company at a general meeting. An approach to shareholders to increase that aggregate sum at the upcoming
annual general meeting is, however, foreshadowed as at the date of this report. A non-executive director is entitled to a refund of
approved expenditure and may also receive payments for consultancy work contracted for and performed separately on the
company's behalf,

Whilst it is the current policy of the company that the remuneration of non-executive directors generally should not include equity-
based remuneration, it is recognised that circumstances have arisen and may arise in the future where the services of a particular
person on the board might not be able to be secured unless his or her remuneration package includes equity-based remuneration.
The board does not have a policy in relation to directors or executives limiting their exposure to risk in relation to the securities
granted under executive option schemes.

The board is responsible for the appointment of the managing director and conducts an annual review of his performance as chief
executive officer of the company. The performance of the company’s other key executives is also reviewed annually by the board,
taking into consideration the views and recommendations of the chief executive officer in this regard.

The executive directors and executives also receive a superannuation guarantee contribution required by the Federal Government,
which is currently 9%, and do not receive any other retirement benefits. Some individuals, however, have chosen to sacrifice part of
their salary to increase contributions towards superannuation.

All remuneration paid to directors and executives is valued at the cost to the company and expensed. Shares given to directors are
valued as the difference between the market price of those shares and the amount paid by the director. Options granted to
executives are valued using a binomial methodology.

The company’s policy for determining the nature and amount of compensation of board members of the company is as
follows:

()  Non-Executive Directors

The fees payable to individual non-executive directors have been determined by the board within the aggregate amount
approved by shareholders. The current approved aggregate remuneration is $150,000 per annum excluding share based
payments. An increase in the overall sum at the upcoming annual general meeting is foreshadowed at the date of this report.

(i)  Executive Directors

The remuneration levels of executive directors are determined by the executive chairman after taking into consideration those
that apply to similar positions in comparable companies in Australia and the possible grant of options in the company to them
subject to prior shareholder approval as required by the Listing Rules of ASX on the recommendation of the managing director
and unanimous resolution to this effect by the board. The executive chairman utilises industry-wide data gathered by
independent remuneration experts as his point of reference. The board uses an identical approach to determine the
remuneration levels of executive staff.

Neither during the financial year nor since year-end has any director of the company received or become entitled to receive a benefit
(other than a normal remuneration benefit for services provided as an employee or consultant) by reason of a contract made by the
company or a related company with the director or with a firm of which he is a member or with a company in which he has a
substantial financial interest other than the transactions below:

e An amount of $285,000 (2007 — $285,000) (excluding GST) was paid to Mineral Properties Pty Ltd, of which Mr M C Ackland is
and continues to be a director, which provided professional services at commercial rates to the consolidated entity in relation to
the company’s Senegalese projects.

o During the year, geological services were provided to the consolidated entity at commercial rates by The Goongartie Trust of
which Dr D J Isles is trustee and a beneficiary. The Goongarrie Trust charged $58,175 (excluding GST) in relation to the
provision of these services to 30 June 2008. Dr Isles continues as a non-executive director of the company.
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Performance Based Remuneration

There are no options on issue subject to performance criteria. However, during the year, share options were issued to directors with
certain conditions. Fifty percent of the options issued to each director will vest on the first commercial product sales in respect of the
Sabodala Gold Project or in the event the company’s interest in the Sabodala Gold Project is sold, joint ventured, farmed out or its
value similarly realised. The remaining 50% of the options will vest on the first commercial product sales in respect of the Grande
Cote project or in the event the company'’s interest in the Grande Cote project is sold, joint ventured, farmed out or its value similarly
realised. However, all options vest in the event of a takeover event, scheme of arrangement or change in effective control.

Relationship Between the Remuneration Policy and Company Performance

30 June 2008 30 June 2007 30 June 2006 30 June 2005 30 June 2004

$ $ $ $ $
Revenue 2,467,295 5,916,942 - 138,691 3,859,831
Net loss before tax (8,973,713) (20,819,712) (1,037,815) (7,154,307) (3,305,555)
Net loss after tax (9,028,964) (20,819,712) (1,037,815) (7,154,307) (3,305,555)
Share price at start of year 1.33 1.30 0.61 0.27 0.14
Share price at end of year 0.82 1.33 1.30 0.61 0.27
Interim dividend - - - - -
Final dividend - - - - -
Basic earnings per share (2.286) (6.956) (0.491) (6.89) (4.414)
Diluted earnings per share (2.286) (6.956) (0.491) (6.89) (4.414)

As the table indicates, earnings have varied significantly over the past five years. It has been the focus of the board of directors to
retain management personnel essential to the development of its gold and mineral sands projects in Senegal by the issue of options
to the majority of directors and key management personnel.

There is no explicit relationship between the performance of the company and the remuneration policy.
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Remuneration of Directors and Key Executives

The remuneration of each director and each of the executives of the company receiving the highest remuneration during the year is

as follows:

Directors’ Remuneration

2008

Nicholas J Limb
Jeffrey W Williams
Martin C Ackland
Clever G Da Fonseca*
David J Isles

Robert V Danchin
Oliver Lennox-King**

2007

Nicholas J Limb
Jeffrey W Williams
Martin C Ackland
David J Isles
Robert V Danchin
Jacobus C Strauss
Kevin J Ross

*  Appointed to the board on 1 April 2008.

*  Appointed to the board on 27 November 2007.

Key Executives’ Remuneration

2008

Melvyn J S Drummond
Christopher H Young
John A Dorward

Owen J Cavanough

2007

Melvyn J S Drummond
Christopher H Young
John A Dorward

Owen J Cavanough

Equity
settled Share-
Post employment  share based based
Short term benefits benefits payments Total payment
Salary Non-Cash Superannuation
and Fees Benefits Bonus Contributions Options
$ $ $ $ $ %
382,552 7,919 33,820 283,725 708,016 40.1
382,552 45,014 33,820 283,725 745,111 38.1
67,800 - 5,496 283,725 357,021 79.5
237,248 5,692 - 381,122 624,062 61.1
34,404 - 3,096 - 37,500 -
68,807 6,193 189,150 264,150 71.6
40,833 - 189,150 229,983 82.2
1,214,196 58,625 82,425 1,610,597 2,965,843
307,916 6,811 100,000 - 414,727
311,962 44,410 96,000 452,372
64,933 - 5,367 - 70,300
7,500 - 28,800 - 36,300
24,865 - 2,238 - 27,103
- - 22,237 - 22,237
64,887 105,113 - 170,000
782,063 51,221 359,755 - 1,193,039
305,855 15,644 26,917 74,990 423,406 17.7
187,890 7,919 16,910 - 212,719 -
210,470 17,885 18,942 74,990 322,287 23.3
184,321 7,723 16,590 44,994 253,628 17.7
888,536 49,171 79,359 194,974 1,212,040
155,984 7,543 101,978 265,505
136,000 6,590 64,000 206,590
123,307 13,591 16,117 153,015
180,000 - 16,200 196,200
595,291 27,724 198,295 821,310
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No director or senior management person appointed during the period received a payment as part of his or her consideration for
agreeing to hold the position.

Share options granted as remuneration to company key management personnel during the period:

Granted Grant date Grantdate Exercise  First exercise Last exercise date
fair value price date
No. $ $
2008
Directors (i)
N J Limb 1,500,000 29 November 2007 0.32 1.60 (i) 29 November 2012
J W Williams 1,500,000 29 November 2007 0.32 1.60 (i) 29 November 2012
M C Ackland 1,500,000 29 November 2007 0.32 1.60 (i) 29 November 2012
C G Da Fonseca (iii) 1,000,000 4 December 2007 041 1.60 (i) 4 December 2012
RV Danchin 1,000,000 29 November 2007 0.32 1.60 (i) 29 November 2012
O Lennox-King 1,000,000 29 November 2007 0.32 1.60 (i) 29 November 2012
7,500,000

Executives (ii)
M J Drummond 250,000 19 July 2007 0.79 1.60 19 July 2009 18 July 2012
J A Dorward 250,000 19 July 2007 0.79 1.60 19 July 2009 18 July 2012
0 J Cavanough 150,000 19 July 2007 0.79 1.60 19 July 2009 18 July 2012

650,000

(i)  The term of each option is five years. Fifty percent of the options issued to each director will vest on the first commercial
product sales in respect of the Sabodala Gold Project or in the event the company's interest in the Sabodala Gold Project is
sold, joint ventured, farmed out or its value similarly realised. The remaining 50% of the options will vest on the first
commercial product sales in respect of the Grande Céte Mineral Sands Project or in the event the company's interest in the
Grande Cote Mineral Sands Project is sold, joint ventured, farmed out or its value similarly realised. All options vest in the
event of a takeover event, scheme of arrangement or change in effective control. The options hold no voting or dividend rights,
and are not transferable except with the prior written approval of the board. When an employee ceases employment, the
options lapse from date of termination.

(i)  All share options issued to key management personnel during the year were in accordance with the terms of the MDL option
plan. The options fully vest on 19 July 2009 and are exercisable at any time before 18 July 2012. The options hold no voting
or dividend rights and are not transferable except with the prior written approval of the board. When an employee ceases
employment, the options lapse from date of termination. . There are no performance conditions in respect of these grants.

(iif)  Issued under the terms of the MDL option plan. Mr Fonseca was appointed as a director on 1 April 2008. The vesting
conditions on this issue are outlined in (i) above.

All options granted as part of remuneration are exercisable at any time up to and including expiry date. No options were exercised or
vested during the year.
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Value of Options Issued to Directors and Executives

The following table summarises the value of options granted, exercised or lapsed during the annual reporting period to directors and
executives.

Name Options Granted Options Exercised Options Lapsed Total value of options
Value at grant date Value at exercise Value at lapse date granted, exercised
date and lapsed
$ $ $ $
Nicholas J Limb 744,858 - - 744,858
Jeffrey W Williams 744,858 - - 744,858
Martin C Ackland 744,858 - - 744,858
Clever G Da Fonseca 634,939 - - 634,939
Robert V Danchin 496,572 - - 496,572
Oliver Lennox-King 496,572 - - 496,572
Melvyn J S Drummond 158,191 - - 158,191
John A Dorward 158,191 - - 158,191
Owen J Cavanough 94,915 - - 94,915

Employment Contracts of Directors and Senior Executives

The employment conditions of the executive chairman, the managing director, the executive directors and key executives are
formalised in contracts of employment. The executive chairman, managing director, executive directors and certain senior
executives are employed under fixed period contracts (two years), the earliest of which commenced on 9 September 2000 and each
of which continues to roll forward for 12 months every anniversary date.

The employment contracts in force incorporate a 24 month termination period. The company may terminate the executive
chairman’s and managing director's employment contract without cause by providing 24 months’ written notice or by making
payment based on their annual salary component in lieu of notice. Termination payments are not payable on resignation other than
in circumstances prescribed in individual contracts of employment and never on dismissal for serious misconduct. In the instance of
serious misconduct, the company can terminate employment at any time.

In the case of one executive director, performance conditions for the payment of an annual bonus were set in his employment
contract. These are not disclosed as the company considers them to be commercially sensitive.

Director and Executive Shareholdings

The number of shares and options held, directly, indirectly or beneficially, by parent company directors and key executives are
contained in Note 35 of this financial report.

This report is made in accordance with a resolution of the directors and dated this 26t day of September 2008.

m

(I W Williams : M C Ackland
Director Director
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The Board of Directors
Mineral Deposits Limited
Level 7 Exchange Tower
530 Little Collins Street
Melbourne, Victoria 3000

26 September 2008

Dear Board Members

Mineral Deposits Limited

Deloitte Touche Tohmatsu
ABN. 74 490 121 060

180 Lonsdale Street
Melbourne VIC 3000

GPO Box 78

Melbourne VIC 3001 Australia

DX 111

Tel: +61 (0) 3 9208 7000
Fax: +61 (0) 3 9208 7001
www.deloitte.com.au

In accordance with section 307C of the Corporations Act 2001, | am pleased to provide the following

declaration of independence to the directors of Mineral Deposits Limited.

Aslead audit partner for the audit of the financial statements of Mineral Deposits Limited for the financia
year ended 30 June 2008, | declare that to the best of my knowledge and belief, there have been no

contraventions of :

(i) the auditor independence requirements of the Corporations Act 2001 in relation to the audit;

and

(ii) any applicable code of professional conduct in relation to the audit.

Y ours sincerely

De/a//ﬁ: Toucke ﬂmo/ﬁ'q
DELOITTE TOUCHE TOHMATSU

L1

\: A -:4".-._-..__ e f_’/

M J Schofield
Partner
Chartered Accountants

Liability limited by a scheme approved under Professional Standards Legidlation.
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Member of
Deloitte Touche Tohmatsu
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2008

Note

Other income

Finance costs

Administration expenses
Allowance for doubtful debt
Disposal of non-current asset

Loss on disposal of financial assets
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