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Introduction

The Board of directors of Reed Resources Ltd (the Company) is responsible for the corporate governance of the
Company, for setting corporate direction, defining policies and monitoring the business of the Company, to ensure
it is conducted appropriately and in the best interests of the Company and its shareholders.

This corporate governance statement outlines the key principles and practices of the Company which together with
adopted policies and company charter define the Company's system of governance.

The Company's corporate governance framework is consistent with the principles of good corporate governance
and corresponding best practice recommendations as published by the ASX Corporate Governance Council except
where noted to the contrary in this statement, with explanation given as to the reason for any non-conformance.
Copies of the Company's policies, charter and corporate governance statement are available on the corporate
governance section of the Company's website at www.reedresources.com/.

The Company is committed to reviewing and amending its corporate governance policies as appropriate to reflect
the activities and growth of the Company, current legislation and good governance practice.

Principle 1: Lay solid foundations for management and oversight

Recognise and publish the respective roles and responsibilities of board and management.

Recommendation 1.1: Formalise and disclose the functions reserved to the board and those delegated to
management.

Role of the Board

The Board is responsible for guiding and monitoring the Company on behalf of shareholders by whom they are
elected and to whom they are accountable. The Board's primary responsibility is to oversee the development of
strategies for the Company, setting and reviewing the Company's strategic objectives and monitoring the
performance of the Company against those objectives.

The overall goals of the corporate governance process are to:
e deliver corporate and operational performance against objectives set;
e drive shareholder value;
e assure a prudential and ethical base to the Company's conduct and activities; and
e ensure compliance with the Company's legal and regulatory obligations.

Consistent with these goals, the Board assumes the following responsibilities:
e developing initiatives for profit and asset growth;
reviewing the corporate, commercial and financial performance of the Company on a regular basis;
acting on behalf of, and being accountable to, the Company’s shareholders;
identifying business risks and implementing actions to manage those risks; and
developing and effecting management and corporate systems to assure quality sound corporate
performance.

The Board has delegated authority for the operations and administration of the Company to the Chief Executive
Officer. He is responsible for overseeing the overall efficient and effective operation of the exploration and mining
related activities of the company, and for bringing material and other relevant matters to the attention of the Board
in an accurate and timely manner.

The Company is committed to the circulation of relevant materials to directors in a timely manner to facilitate
directors' participation in Board discussions on a fully informed basis.
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Principle 2: Structure the board to add value

Have a board of an effective composition, size and commitment to adequately discharge its responsibilities and
duties.

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

Composition of the Board

The Company's Board has two non-executive and independent directors, and two executive directors including the
chairman, all of whom held the position during the past year. One third of the directors are subject to retirement
(subject to opportunity for re-election by shareholders in general meeting) by rotation at annual general meetings
and in compliance with conditions as stipulated in the Corporations Act.

Election of Board members is substantially the province of the Company's shareholders in general meeting.
However, subject thereto, the Company commits to the following principles:
® a Board comprising directors with a blend of skills, experience and attributes appropriate for the Company
and its business; and
e the principal criterion for the appointment of new directors being their ability to add value to the Company
and its business.

Nature of departure: The Board does not have a majority of independent directors.

Explanation for departure: The Company is relatively small and its business operations are not sophisticated.
The Board comprises only four directors. The Board believes its current membership base to be sufficient to
optimise the Company's performance in a cost efficient manner without the need for additional director input and
associated cost. As the Company's operations grow, it is accepted that it may become desirable to appoint another
non-executive and independent director.

Recommendation 2.2: The chairperson should be an independent director.

Nature of departure: The chairperson (David John Reed) is an executive director and substantial shareholder of
the company and as such does not pass the criteria of independence as outlined in box 2.1 of the ASX Corporate
Governance Council Principles of Good Corporate Governance and Best Practice Recommendations.

Explanation for departure: The Board considers that at present, the role of David Reed as executive chairperson
of the company remains in the best interests of the company. David has a unique understanding of the Company's
mining tenements and operations, as well as holding a unique profile in the Western Australian gold mining
industry. Due to the present, relatively small nature of the Company's business operations, and the availability of
David's services, cost benefit analysis weighs against the utility of an independent chairperson The Board is
mindful of the recommendation that the chairperson should be an independent director, and accordingly, the Board
and its Nomination and Remuneration Committee will periodically review the role of the chairperson in the context
of the recommendation.

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

The roles of chairperson (David John Reed) and chief executive officer (Christopher John Reed) are not exercised
by the same person.

Recommendation 2.4: The board should establish a nomination committee.

Nomination and Remuneration Committee

On 13 June 2006 the Board adopted a Nomination and Remuneration Committee Charter, a copy of which is
available on the Company's website. This combined Committee is responsible for overseeing the Company's
remuneration and compensation plans, policies and practices on behalf of the Board and shareholders.

The Nomination component of the Committee assists the Board in fulfilling its responsibilities to shareholders with
regard to:

¢ identifying the necessary and desirable competencies of Board members;

e assessing the extent to which the competencies are represented on the Board; and

e the selection and appointment process for directors.
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In endeavoring to ensure that the Board has an appropriate mix of skills and experience, the committee will
consider directors who have a demonstrated record of high levels of integrity and performance and improving
shareholder returns, and who can apply those skills and experience to the benefit of the Company.

The Remuneration component of the Committee assists the Board in ensuring that:
e shareholder interests and employee interests are aligned;
e the Company is able to attract, develop and retain superior talent; and
e the integrity of the Company's reward program is maintained.

Nature of departure: Prior to 13 June 2006 the Company did not have a formal nomination committee.
Explanation for departure: Until the establishment of the Nomination and Remuneration Committee, its
functions were fulfilled by the Board acting as a whole. The establishment of the Committee is part of the

Company's continuing commitment to develop its corporate governance practices.

Recommendation 2.5: Provide the information set out in the Guide to reporting on Principle 2

Directors skills, experience and expertise
The skills, experience and expertise relevant to the position of director held by each director in office at the date of
the annual report.
David John Reed, OAM, FCPA, age 60
Position with Company: Executive Chairman
Term of Office: Appointed 20 December 2001
Independent: No
Company Board Committee Membership: Nomination and Remuneration Committee
Current External Directorships: None
Skills, Experience and Expertise: Mr David Reed is a Fellow member of CPA Australia, and graduated
in accountancy in 1965. He has 40 years experience in stockbroking including 22 years based in
Kalgoorlie. In 1985 he became chairman of stock-broking firm Eyres Reed Ltd in Perth until its sale to
CIBC World Markets in 1997. He has extensive public company experience having sat as chairman of
several listed exploration companies. He has a long history in the gold mining industry, including
chairman of Fund Raising for the Australian Prospectors and Miners Hall of Fame. He is also a Founder
and Session Chairman of the Diggers and Dealers Forum in Kalgoorlie, and a past Secretary of the
amalgamated Prospectors and Leaseholders Association.
Christopher John Reed, BComm, GradCertMinEcon, ASA, MAusIMM, age 33
Position with Company: Executive Director/Chief Executive Officer/Secretary
Term of Office: Appointed 20 December 2001
Independent: No
Company Board Committee Membership: None
Current External Directorships: None
Skills, Experience and Expertise: Mr Chris Reed, graduated with a Bachelor of Commerce from the
University of Notre Dame. He holds a Graduate Certificate in Mineral Economics from the WA School of

Mines, is a Member of the Australasian Institute of Mining and Metallurgy and is an Associate Member of
CPA Australia. He has 14 years experience in the mineral exploration and mining industry.
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Peter Lionel Fleury Collins, BSc(Hons), PhD, MAIG, age 57
Position with Company: Non-Executive Director
Term of Office: Appointed 20 December 2001
Independent: Yes
Company Board Committee Membership: Nomination and Remuneration Committee
Current External Directorships: None

Skills, Experience and Expertise: Dr Peter Collins graduated with a Bachelor of Science with honours
from the University of Tasmania, where he also gained his Doctor of Philosophy. He has 25 years
experience as a geologist in Tasmania and Western Australia. He has been an economic geologist and tin-
tungsten commodity specialist with the Tasmanian Geological Survey. He has lectured in geology at
Curtin University of Technology since 1987 and has been widely active in the investigation of mineral
deposits in WA. Dr Collins was responsible for the planning and management of the exploration
programme that discovered the Sand George deposit at Comet Vale.

Ian Courtney Junk, BEng (Hons), MAusIMM, age 38
Position with Company: Non-Executive Director

Term of Office: Appointed 1 December 2003
Independent: Yes
Company Board Committee Membership: Nomination and Remuneration Committee

Current External Directorships: CBR-TSX, BMC-TSX, Committee Bay Resources, Brilliant Mining
Corp

Skills, Experience and Expertise: Mr lan Junk, graduated with a Bachelor of Engineering with honours
from the WA School of Mines and holds a First Class Mine Managers Certificate. Ian is a highly
respected mining engineer with considerable experience in narrow vein underground mining and project
development. Ian and his brother Leigh were chosen as national finalists in the 2003 Ernst & Young —
Young Entrepreneur of the Year for their successful implementation of innovative mining methods at the
Miitel nickel mine. Ian is a Member of the Australasian Institute of Mining and Metallurgy.

Director independence

The names of the directors considered by the board to constitute independent directors and company's materiality
thresholds.

Directors are expected to bring independent views and judgement to the Board's deliberations. On 13 June 2006 the
Company adopted a policy in regard to director independence substantially in accordance with the ASX Corporate
Governance Council's Principles of Good Corporate Governance and Best Practice Recommendations, a copy of
which is available on the Company website.

The directors considered by the Board to be independent are the non-executive directors, Ian Courtney Junk and
Peter Lionel Fleury Collins.

The Board assesses director independence at least on an annual basis, and otherwise when changing circumstances
otherwise warrant, including, depending on disclosures from time to time made by individual directors. Directors
are considered to be independent if they are independent of management, have no material business, dependency or
other relationship with the Company that could materially impede their objectivity or independent judgement, and
are thus able to exercise true independence of mind in the interests of the Company. If the Board determines that a
director's independent status is lost, it will immediately disclose this to the market.
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Independent Professional Advice

A statement as to whether there is a procedure agreed by the board for directors to take independent professional
advice at the expense of the company.

It is part of the corporate governance policies agreed to by the Board that in order to fulfill their responsibilities, and
subject to the chairman's prior approval (not to be unreasonably withheld), directors, at the Company's expense,
have the right to obtain independent professional advice on issues that may arise in the course of their duties.

Term of Office of each Director
The term of office held by each director in office at the date of the annual report.

Director Office Held Term of Office Held
David John Reed Executive Chairman since 20 December 2001
Executive Dlrecto.r/Chlef since 20 December 2001
Christopher John Reed Executive Officer
Company Secretary since 20 December 2001
Peter Lionel Fleury Collins Non-executive Director since 20 December 2001
Ian Courtney Junk Non-executive Director since 1 December 2003

Nomination and Remuneration Committee
The names of members of the nomination committee and their attendance at meetings of the committee.

The Nomination and Remuneration Committee met once during the 2005-2006 financial year. Attendance of each
member was as follows:

Director No. of meetings attended
David Reed - (Committee Chair) Executive Chairman 1/1
Peter Collins — Non-executive Director 1/1
Tan Junk — Non-executive Director 1/1

Principle 3: Promote ethical and responsible decision-making

Actively promote ethical and responsible decision-making.

Recommendation 3.1: Establish a code of conduct to guide the directors, the chief executive officer (or
equivalent), the chief financial officer (or equivalent) and any other key executives as to:
3.1.1  the practices necessary to maintain confidence in the company's integrity
3.1.2  the responsibility and accountability of individuals for reporting and investigating reports of
unethical practices.

Nature of departure: The Board presently has not adopted a formal code of conduct.

Explanation for departure: The Board is committed to the establishment and maintenance of appropriate ethical
standards to underpin the Company's operations and corporate practices. Having regard to the relatively small
number of personnel engaged in the Company's operations, and the ability of the Board to intimately interact with
those people to instil ethical standards, the utility of a formal code of conduct was, until recently, considered not to
be essential. With the continued growth of the corporation from a gold explorer to a gold producer, a formal code
of ethics and conduct is now considered to be of future benefit. The Board is currently in the course of preparing a
formal code of ethics and conduct for all directors, officers and employees of the company.

Recommendation 3.2: Disclose the policy concerning trading in company securities by directors, officers and
employees.
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