HILLGROVE RESOURCES LIMITED

BOARD CHARTER

Overview

This Board Charter (the “Charter”) sets out the principles under which the board of directors
of Hillgrove Resources Limited (the “Company”) will operate and describes the functions of
the board, and also prescribes the manner in which the board may delegate its functions to
management. The Charter is intended to create an appropriate, practical and consistent
framework of control for the Company (and all of its related bodies corporate) and so,
maximise compliance with statutory and best practice requirements by the board of directors
and management of the Company. In turn this will ensure the maintenance of the integrity of
the Company.

The board of directors is of the view that such a framework of control will assist management
and staff to effectively perform their duties and manage risk and will facilitate the monitoring
of performance and compliance by the board against agreed benchmarks.

The Role of the Board

The role of the board of directors is to provide strategic guidance to the Company (and its
related bodies corporate), effective oversight of management and to provide a sound base
for a culture of good corporate governance within the Company.

The board of directors will always retain ultimate authority over the management and staff of
the Company and its related bodies corporate.

In performing its role, the board of directors should act, at all times:

(a) in recognition of its overriding responsibility to act honestly, fairly and in accordance
with the law in serving the interests of the Company, its shareholders, as well as its
employees, customers and the community;

(b) in a manner designed to create and continue to build sustainable value for
shareholders;

(c) in accordance with the duties and obligations imposed upon them by the Company’s
constitution and applicable law; and

(d) with integrity and objectivity, consistently with the ethical, professional and other
standards set out in the Company’s corporate governance policies.

Responsibilities of the Board

The responsibilities of the board of directors include:

(a) determining the direction, strategies and financial objectives of the Company and
monitoring the implementation of such strategies and objectives;

(b) stewardship of the operations of the Company (and of its related bodies corporate) and
its (and their respective) control and accountability systems;

(c) selecting and appointing the right managing director for the Company, reviewing the
performance of, and removing any such officer;



(e)

(f)

(9)

(h)

(P)

ratifying the appointment of (and, where appropriate, ratifying the removal of) the chief
financial officer of the Company;

managing succession planning for the positions of the managing director and chief
financial officer of the Company;

ratifying the terms of appointment of senior management of the Company, including in
relation to the terms of remuneration;

ensuring that management of the Company has in place appropriate processes for risk
assessment, management and internal controls and monitoring the performance of the
management against defined and enunciated benchmarks, monitoring the Company’s
performance in relation to the principles of corporate governance as identified by the
board of directors;

monitoring the Company’s operations in relation to, and ensuring the Company’s
compliance with applicable regulatory requirements and ethical standards;

to test and question management’s assertions, monitor progress of management,
evaluate management performance and, where appropriate, take corrective action;

establishing corporate governance and legal compliance systems, as well as
monitoring compliance with those systems;

monitoring senior management’s performance and their implementation of strategies
and budgets;

ensuring appropriate resources are available for the Company in the pursuit of its
objectives;

approving and monitoring the progress of major capital expenditure, capital
management and acquisitions and divestitures;

approving and monitoring financial and other reporting;

approving significant changes to the organisational structure of the Company, including
significant acquisitions, divestiture or changes to the capital of the Company; and

deciding on any matter which is in excess of the discretions or limits that have been
delegated from time to time to senior management.

In performing its responsibilities and functions, the board of directors may delegate any of its
powers to a board committee or to other persons in accordance with the Company’s
constitution.

Board Composition and Delegation of Authority

Under the Company’s constitution, the minimum number of directors is three and the
maximum number is ten. At the time of publication of this Charter the Company has resolved
that a board comprised of three directors will be appropriate in size and competence to
properly understand and deal with the current and imminent issues, and the complexity, of
the business and operations of the Company.

Each director is bound by all of the Company’s charters, policies and codes of conduct,
including without limitation, the Company’s insider trading policy, continuous disclosure
policy and the directors code of conduct.

If and when the board of directors determines it is appropriate or necessary, the board may
establish committees to assist in carrying out various of the responsibilities of the board of
directors. The committees will act by examining the relevant issues and making
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recommendations to the board of directors. Each such committee established will have a
formal charter setting out its objectives, scope and manner of administration. The board may
also determine, from time to time, to establish ad hoc committees to which responsibilities
will be delegated to examine specific issues.

The board of directors (and, where relevant, any committees established by the board) have
delegated the carriage of the day to day operation and management of the Company’s
business to the managing director and the managing director is authorised, in turn, to
delegate such of the powers conferred on him as he deems appropriate to members of the
senior management group. The board of directors will approve and monitor all such
delegations of authority from the managing director to senior management. The delegation of
powers by the managing director is subject to the limits and restrictions set out in Delegated
Authority Schedule.

Independence of Directors

The law and market perceptions regarding the issue of “independence” of directors is
developing and changing rapidly, both in Australia and overseas. Best practice recommends
that rigid rules regarding what does and doesn’t constitute independence is no longer
appropriate. Rather, it is more appropriate to adopt a set of matters to which consideration
should be given in order to determine whether or not a director is independent.

At the time of a director’s appointment and thereafter, the board will consider independence
by having regard to the answers to the following questions.

(a) Is the director a substantial shareholder of the Company or an officer of, or otherwise
associated directly with, a substantial shareholder of the Company?

(b) Has the director, within the last three years, been employed in an executive capacity by
the Company or by any related body corporate of the Company, or been a director after
ceasing to hold any such employment?

(c) Within the last three years has the director been a principle of a material professional
adviser; a material consultant to the Company or a related body corporate of the
Company; or an employee materially associated with the service provided by such
adviser or consultant to the Company?

(d) Is the director a material supplier or customer of the Company or any related body
corporate of the Company, or an officer of or otherwise associated directly or indirectly
with a material supplier or customer?

(e) Does the director have a material contractual relationship with the Company or related
body corporate other than as a director of the Company?

(f)  Has the director served on the board of directors for a period that could, or could
reasonably be perceived to, materially interfere with the director’s ability to act in the
best interests of the Company?

(g) Is the director free from any interest and any business or other relationship that could,
or could reasonably be perceived to, materially interfere with the director’s ability to act
in the best interests of the Company?

It is appropriate for the Board of Directors to consider the issue of independence in light of a
materiality threshold relevant to the time when the issue is being considered. At the time of
publication of this Charter the general threshold for materiality is, in the case of service
providers or similar, more than $5,000 per annum and the relevant director must not receive
any remuneration directly related to the Company’s use of that service provider.



Each independent director of the Company must regularly provide to the board of the
Company all information regarding his or her interests that is relevant to his or her
independence having regard to the questions stated in (a) through to (g) above. Where the
independence of a director is lost, this must be immediately disclosed to the market.

The Board of Directors must ensure that each annual report of the Company meets the
disclosure of interest requirements set out in the ASX Listing Rules.

Director’s Conflicts of Interest

As is noted above, and in the director’s Code of Conduct, in greater detail, each director has
an obligation, at board meetings and concerning the Company generally, to reach decisions
which he or she believes to be in the best interests of the Company as a whole, free of any
actual or possible conflict of interest.

If the Board of Directors determines that a director might be in a position where there is a
reasonable possibility of conflict between his or her personal or business interests, the
interest of any associated person, or his or her duties to any other company, on the one
hand, and the interests of the Company or his or her duties to the Company, on the other
hand, the Board of Directors will require that the director:

(a) fully and frankly inform the Board of Directors about the circumstances giving rise to
the conflict; and

(b) abstain from voting on any motion relating to the matter and absenting him or her self
from all board deliberations relating to the matter including receipt of board papers
pertaining to the matter.

If the Board of Directors resolves to permit a director to have any involvement in a matter
involving possible circumstances of conflicting interest, the Board of Directors must minute
the full details of the basis of the determination and the nature of the conflict, and must
formally resolve to so permit the relevant director.

If a director believes he or she has or may have a conflict of interest or duty in relation to a
particular matter, the director should immediately consult with the chairman.

Meetings

Where possible and time permits, the board papers should be provided to directors at least 3
days prior to the relevant meeting of the board of directors. The board papers will include an
agenda, operations report, finance report and secretarial report.

Each board meeting will allow for informal discussions between board members and the
chairman of the meeting should ensure the availability and, if necessary, the attendance at
the relevant meeting of any member of senior management responsible for a matter included
as an agenda item at the relevant meeting.

The non-executive directors of the Company shall meet on multiple occasions each year for
private discussion of management issues.

Urgent matters that cannot wait until the next board meeting can be dealt with by a
circulating resolution, in accordance with the company’s constitution. A circulating resolution
should be approved by the chairman before being circulated and should normally be
preceded by a telephone meeting if practical. A circulating resolution must be signed by all
the directors approving the resolution and will be entered in the board minute book.
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The Board and Executive Management

Any director may communicate directly with employees of the Company but such
communications are to be made having regard to the efficient operation of the Company and
the need to preserve and maintain an effective chain of command and the confidentiality of
the deliberations of the board of directors.

Where individual directors wish to communicate with executive management or with other
employees or representatives of the Company in relation to Company business, all
communications can be direct. All communications of a material or sensitive nature must be
facilitated by the chairman.

Delegated Authority

The Board of Directors has defined the nature and levels of permissible delegation of its
various authorities and responsibilities, which are set out in the Delegated Authorities
Schedule. That document establishes the basis on which the Board of Directors will:

(a) perform the duties and responsibilities set out in section 3 of this Charter;

(b)  receive appropriate and sufficient reports on the conduct of the business of, and
material issues concerning the Company, and

therefore does not need to be involved in day to day operations of the Company and its
business.

These authorised delegations of responsibility and duties are primarily concerned with the
powers to bind or create an obligation on the Company.

Independent Advice

A director of the Company is entitled to seek independent professional advice at the
Company’s expense on any matter connected with the discharge of his or her
responsibilities, in accordance with the procedures set out below.

(a) A director must seek the prior approval of the chairman.

(b) In seeking the prior approval of the chairman, the director must provide the chairman
with details of the nature of the professional advice sought, the likely cost of seeking
such independent professional advice and the details of the independent adviser he or
she proposes to instruct.

(c) The chairman may prescribe a reasonable limit on the amount that the Company will
contribute towards the cost of obtaining the advice.

(d) The chairman must approve of the independent adviser nominated by the director.

(e) All documentation containing or seeking independent professional advice must clearly
state that the advice is sought both in relation to the Company and the director in his or
her personal capacity.

(f)  The chairman may determine that any advice received by an individual director will be
circulated to the remainder of the board.
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Board Performance

The Board of Directors believes that regular assessment of the board’s effectiveness and the
contribution of individual directors is essential to improve the governance and guidance of
the Company.

Remuneration of Directors

Remuneration of non-executive directors and executives is determined and structured in
accordance with the Companies Remuneration Policy.

Access to Board Charter

This Charter will be available upon request to each director of the Company, the senior
management of the company, external auditors and shareholders.

This Charter will also be available to other interested parties upon request and upon the
approval of the chairman.

Review of this Charter

(@) The chairman of the Company will be the arbiter for interpretation and/or clarification of
this Charter. Omissions should also be brought to the attention of the chairman.

(b)  This Charter is subject to amendment by the board of directors. The Board of Directors
intends to review its terms periodically.

Adopted by the Board on 31 January 2005



