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Further details relating to options are set out below.

Value at Value at Value at
grant date” exercise date” lapse date®
$ $ $

A Quadrio 2,335,500 - -
| McCubbing 510,250 - -
D Macoboy - 122,125 119,625
J-A Wolseley - 73,563 77,313
B McFadzean 1,642,750 257,700 75,000
D H Stewart - 1,853,563 213,563
P Davies 234,650 - -
B Cousins 337,500 - -
E Platts 323,275 - -
A McCartney 451,250 - -
| Hassall 214,695 - -
P McCole 785,000 - -
H Gilbery 214,695 - -
P Ruttledge - 82,275 -
R Vivian - 515,700 -
J Murphy - - 47,500

(a) Thevalue atgrant calculated in accordance with AASB 2 Share-based Payment of options granted during the year as part of remuneration.
(b) The value atexercise date of options that were granted as part of remuneration and were exercised during the year, being the intrinsic value of options at that date.

(c) The value at lapse date of options that were granted as part of remuneration and that lapsed during the year because a vesting condition was not satisfied. The
value is determined at the time of lapsing, but assuming the condition was satisfied.



Territory Resources Limited

REMUNERATION REPORT (continued)

Performance of Territory Resources Limited

The table below sets out summary information about the consolidated entity's earnings and movements in shareholder
wealth for the five years to June 2008:

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

$'000 $'000 $'000 $'000 $'000
Revenue 60,449 746 439 176 3
Net loss before tax (54,184) (6,881) (3,218) (1,093) (144)
Net loss after tax (48,490) (6,881) (3,218) (1,093) (144)

The Group adopted the Australian equivalents to International Reporting Standards with effect from 1 July 2004, which resulted in
various changes to its accounting policies from that date. The results for the year ended 30 June 2004 are reported in accordance
with the Group's previous accounting policies as permitted under Australian accounting standards applicable at that time.

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

Share price at start of year $1.49 $0.32 $0.34 n/a"” n/a"
Share price at end of year $0.85 $1.49 $0.32 $0.34 n/a”
Basic and diluted loss

per share (20.5) cps (4.7) cps (3.1) cps (1.7) cps (32.1) cps

1. The Company was admitted to the official list of the Australian Stock Exchange on 4 March 2005, hence share prices prior to this date are not available.

During the year short term incentives were designed to align executives' interests with those of shareholders by focussing on
the commencement of production at Frances Creek in a timely fashion which generated over $60m in revenue for the
Company and from which both have benefited.

During the year the long term incentives were utilised to align executives' interests with those of shareholders. During the year
some executives exercised options and benefited from the strong share price at that time. To further align those interests it is
the Board's intention to introduce performance hurdles to the vesting of any future grant of options.

SHARES UNDER OPTION
Unissued ordinary shares of the Company under option at the date of this report are as follows:

Date options Expiry Issue price Number under
granted date of shares option
13 Oct 2006 13 Oct 2009 0.4015 195,000
13 Oct 2006 13 Oct 2009 0.50 70,000
13 Jun 2007 13 Oct 2009 0.60 60,000
15 Jun 2007 15 Jun 2010 0.825 500,000
15 Jun 2007 15 Jun 2011 0.90 500,000
21 Aug 2007 21 Aug 2010 0.90 2,500,000
3 Sep 2007 21 Dec 2011 1.00 2,500,000
16 Oct 2007 21 Dec 2010 0.90 1,000,000
11 Dec 2007 21 Dec 2012 1.50 1,250,000
21 Dec 2007 21 Dec 2010 0.90 500,000
21 Dec 2007 21 Dec 2011 1.26 5,000,000
2 Apr 2008 31 Mar 2011 1.11 8,250,000
18 Apr 2008 18 Apr 2011 0.93 1,250,000
18 Apr 2008 18 Apr 2011 0.93 650,000
24,225,000

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

controlled by the company.
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SHARES ISSUED ON THE EXERCISE OF OPTIONS

The following ordinary shares of Territory Resources Limited were issued during the year ended 30 June 2008 on the exercise
of Management Options®, Director Options®® and options granted under the Employee Option Plan. No further shares have
been issued since that date. No amounts are unpaid on any of the shares.

Date options Issue price Number of
granted of shares shares issued
$
14 Feb 2005 0.25 2,000,000
20 Jun 2006 0.4015 900,000
20 Jun 2006 0.50 325,000
20 Jun 2006 0.60 325,000
13 Oct 2006 0.4015 225,000

INSURANCE OF OFFICERS

The Company has during and since the end of the financial year, in respect of any person who has, is or has been an officer of
the Company or a related body corporate, paid a premium in respect of the directors and officers liability insurance which
indemnifies directors, officers and the Company for any claims made against the directors, officers of the company and the
company, subject to the conditions contained in the insurance policy. Further disclosure required under section 300(9) of the
Corporations Act 2001 is prohibited under the terms of the contract.

1. Management Options were issued as part of the Company IPO and the terms of the options are contained in the Prospectus dated 15 February 2005.

2. Director Options were approved by shareholders at the General Meeting held on 23 May 2006 and the terms are contained in the explanatory note to
the notice of meeting.
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REMUNERATION REPORT (continued)

The Company has provided to some and intends to provide to all directors and certain officers Deeds of Indemnity and Access
to indemnify against all liabilities and claims of a civil nature by reason of their Directorship or office of the Company. The
indemnity requires the Company obtain adequate insurance for this purpose but does not extend to any claim by the
Company nor any liability arising out of conduct involving a lack of good faith or breach of duty.

APPOINTMENT OF AUDITOR

During the financial year PricewaterhouseCoopers was appointed auditor and continues in office in accordance with Section
327 of the Corporations Act 2001.

AUDITOR'S INDEPENDENCE DECLARATION

A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is set out on
page 39.

NON-AUDIT SERVICES

The Company may decide to employ the auditor on assignments additional to their statutory audit duties where the auditor's
expertise and experience with the Company and/or the Group are important and independence will not be impaired.

Details of the amounts paid or payable to the auditor (PricewaterhouseCoopers) for audit and non-audit services provided
during the year are set out below.

The Directors have considered the position and, in accordance with advice received from the Corporate Governance & Audit
Committee, are satisfied that the provision of non-audit services is compatible with the general standard of independence for
auditors imposed by the Corporations Act 2001 for the following reasons:\

¢ All non-audit services are reviewed by the Corporate Governance & Audit Committee to ensure they do not impact the
impartiality and objectivity of the auditor

¢ 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.

During the year, the following fees were paid or payable for services provided by the auditor of the parent entity, its related
practices and non-related audit firms:
Consolidated

2008 2007
$ $
Audit services
PricewaterhouseCoopers Australian firm:
Audit and review of financial reports 43,300 -
Non-PricewaterhouseCoopers audit firms for
the audit and review of financial reports 55,500 40,456
98,800 40,456

Non-audit services
Other services -
Non-PricewaterhouseCoopers audit firm - 4,361




ENVIRONMENTAL REGULATIONS

The mining leases, exploration licences and prospecting
licences granted to the Group pursuant to the Northern
Territory Department of Primary Industry, Fisheries and
Mines are granted subject to various conditions which
include standard environmental requirements. The Group
adheres to these conditions and the Directors are not aware
of any contraventions of these requirements.

LEGAL PROCEEDINGS ON BEHALF OF COMPANY

No proceedings have been brought on behalf of the
Company and no person has applied to the court under
section 237 of the Corporations Act 2001 (Cth) for leave to
bring proceedings on behalf of the Company.

ROUNDING OF AMOUNTS

The Company is of a kind referred to in Class Order
98/100, issued by the Australian Securities and
Investments Commission, relating to the “rounding off” of
amounts in the directors' report. Amounts in the directors'
report have been rounded off in accordance with that Class
Order to the nearest thousand dollars, or in certain cases
the nearest dollar.

Signed in Perth in accordance with a resolution of directors.

==

R

e
//"‘K!// "| e
T e
Andrew Simpson
CHAIRMAN

30 September 2008
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The information in this report that relates to Exploration Results, Mineral Resources or Ore Reserves is based on information
compiled by Mr lan Hassall, who is a Member of the Australian Institute of Mining and Metallurgy, and is a full-time employee

of Territory Resources Limited. Mr Hassall has sufficient experience which is relevant to the style of mineralisation and type of

deposit under consideration and to the activity which he is undertaking to qualify as a Competent Person as defined in the
2004 Edition of the 'Australasian Code for Reporting of Exploration Results, Mineral Resources, and Ore Reserves'. Mr Hassall
consents to the inclusion in the report of the matters based on his information in the form and context in which it appears.
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PRICEAVATERHOUSE(COPERS

PricewaterhouseCoopers
ABN 52 780 433 757

Qvl

250 St Georges Terrace
PERTH WA 6000

GPO Box D198

PERTH WA 6840

DX 77 Perth

Australia

Telephone + 61 8 9238 3000
Facsimile + 61 8 9238 3999
WWW.pwc.com/au

Auditor’s Independence Declaration

As lead auditor for the audit of Territory Resources Limited for the year ended 30 June 2008, | declare that to the best of my
knowledge and belief, there have been:

a) nocontraventions of the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and
b) nocontraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Territory Resources Limited during the period.

Peter Buchholz
Partner Perth
PricewaterhouseCoopers 30 September 2008



INTRODUCTION

Territory's Directors are committed to high standards of
corporate governance. This statement describes the
Company's corporate governance framework. As a listed
entity, the Company is required to disclose the extent to
which it has followed the 'Corporate Governance Principles
and Recommendations 2nd Edition' issued by the ASX
Corporate Governance Council (‘Governance
Recommendations'). Details of the Company's compliance
with the Governance Recommendations are set out in the
relevant sections of this statement.

The key corporate governance practices of the Company are
summarised on the Territory website
www.territoryresouces.com.au under the 'Company
Information — Corporate Governance' tab.

BOARD OF DIRECTORS
Role of the Board
Governance Recommendation No. 1.1

Under its formal charter, which was revised in September
2008, the Board's role is to ensure that the Company acts in
accordance with prudent commercial principles and strives
to satisfy shareholders' expectations in a way that is
consistent with maximising the Company's long-term value.
In undertaking this role, the Board gives direction and
exercises judgement in overseeing the setting of the
Company's objectives and the monitoring of their
implementation. The Board is responsible for appointing and
removing the Managing Director, providing leadership and
supervision of senior management, reviewing and
monitoring systems of risk management and internal
controls and approves and monitors major capital
expenditure and financial reporting. Management, on the
other hand, is responsible for the implementation of these
objectives and for the day-to-day operations of the Company.
Materiality thresholds are defined in the Board Charter.

Director's individual responsibilities are set out in a formal
appointment letter, while the Managing Director is engaged
under an employment agreement, which includes a formal
job description.

COMPOSITION OF THE BOARD

Board structure

Details of the Directors in office at the date of this report,
including their qualifications, experience and date of
appointment are set out in the Directors' Report.
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Subsequent to the end of the financial year the Board
adopted a revised Board Charter that provides that the
structure of the Board is subject to the following parameters:

e the Board quorum must comprise at least 4 Directors;

e the Board must include a majority of independent Non-
Executive Directors;

e the Chairman must be an independent Non-Executive
Director;

e thereis no maximum age for Directors;

¢ Directors are appointed for terms not exceeding three
years but are eligible for re-appointment; and

e the Board should comprise Directors with a broad range
of skills and experience.

Director independence
Governance Recommendation No. 2. 1

Under the Board Charter the Board, at least annually,
assesses the independence of its Non-Executive Directors.
This assessment may occur more than once each year if
there is a change in circumstances that may impact upon
the independence of a Non-Executive Director.

Individual Directors must not participate in assessing their
own independence, and must provide to the Board all
information relevant to the assessment.

In assessing independence, the Board considers all
circumstances relevant to determining whether the Non-
Executive Director is free from any interest and any business
or other relationship which could, or could reasonably be
perceived to, materially interfere with that Director's ability
to exercise unfettered and independent judgement on
Company issues. The materiality threshold for reviewing
independence for a director who is an affiliate to a business
that has contractual relationship with the Company is 5% of
market capitalisation or 10% of revenue for either party.

During the reporting period the Company departed from
Governance Recommendation 2.1 that recommends that a
majority of the Board be independent Directors as the Board
at the time was of the view that given the size and the affairs
of the Company, the Board was constituted with the
appropriate range of skills, knowledge and experience
necessary to effectively govern the Company and
understand the commodity and economic sectors in which
the Company operated.
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At the date of this report, the Board includes 4 independent Non-Executive Directors.

Name First Appointed Non-Executive Independent
Mr A Simpson* 2007 Yes Yes
Mr A Quadrio 2007 No No
Mr | McCubbing** 2008 Yes No
Mr R Elman*** 2008 Yes No
Ms F Harris 2008 Yes Yes
Mr G Ariti**** 2008 Yes Yes
Dr M Donaldson 2008 Yes Yes

* Mr Simpson is the principal and director of Resources &
Technology Marketing Services Pty Ltd, an entity that
provided marketing services to the Company during the
year. Mr Simpson is a director of the publicly listed company
Swick Mining Services Limited that provides drill rigs and
drilling services to the Company. Mr Simpson is also the
Chairman of India Resources Limited which has borrowed
funds from the Company. In addition, Mr Simpson was a
director of major shareholder Crawley Resources Ltd until
26 June 2008.

The Board has considered the nature and extent of these
relationships in assessing Mr Simpson's independence and
has had regard to the materiality thresholds set by the Board
for reviewing independence.

As a result of Mr Simpson's position as an officer of a major
shareholder of the Company from the time of his
appointment on 25 September 2007 until 26 June 2008,
the Board is of the view that Mr Simpson would not have
been considered an independent director during that period.

Mr Simpson was appointed Chairman of the Board on 24
June 2008. Notwithstanding the other contractual
relationships that Mr Simpson has with the Company, the
Board has formed the view that from 26 June 2008 Mr
Simpson is an Independent director of the Company. The
Board has formed this view having regard to the facts that:

e the contractual relationships existed prior to Mr
Simpson joining the Board in September 2007,

e the relationships are on normal commercial terms and
conditions,

e Mr Simpson did not and does not participate in the
decision making process regarding the negotiation of
contractual terms,

e the dollar amounts involved do not exceed the
materiality thresholds of 5% of market capitalisation or
10% of revenue for either party, and

e since 24 June 2008 Mr Simpson has clearly
demonstrated his independence through his actions in
re-constituting the Board.

In order to ensure appropriate corporate governance
processes in this area the Board has approved a policy on
Transactions with Director Related Entities subsequent to
yearend.

The Board further notes that Mr Simpson has declared his
interest in these companies both publicly and to the Board.

Finally, the Board will continue the monitor these
relationships and will undertake a regular assessment as to
the independent status of Mr Simpson.

** Mr McCubbing was formerly the Finance Director and
employed as an executive of the Company until 11 August
2008.

***Mr Elman is a founding director of the Noble Group and
has a beneficial interest in Noble's 26.45% substantial
holding in the Company.

***% Mr Ariti is a director of Swick Mining Services Limited
which provides drilling services to the Company on a non-
exclusive basis and on normal commercial terms and
conditions. This relationship was in place prior to Mr Ariti's
appointment as a director of the Company, Mr Ariti has not
and will not participate in any decision making, and the
nature and extent of this relationship does not trigger the
materiality thresholds of the Company.

The Chairman
Governance Recommendations No. 2.2

During the reporting period the Company departed from
Governance Recommendation 2.2 that recommends that
the Chairman be an independent director. Until 24 June
2008 the Board was of the view that Mr Kiernan (who was
Executive Chairman and who was not considered to be
independent due to a substantial shareholding in the
Company), was as such, able to clearly identify with the
interests of shareholders as a whole and that this was in the
best interests of the Company.

On 24 June 2008, the Board appointed Mr Andrew
Simpson as the Chairman. Mr Simpson is an independent,
Non-Executive Director. As Chairman, Mr Simpson is
responsible for leadership of the Board and for the efficient
organisation, integrity and conduct of the Board.



The Managing Director
Governance Recommendation No. 2.3

The Managing Director is responsible for running the
Company on a day to day basis pursuant to authority
delegated by the Board and is responsible for the
implementation of Board and corporate policy and planning
in accordance with approved programmes and budgets.
The Managing Director reports to the Board regularly and is
under an obligation to make sure that all reports which he
presents give a true and fair view of the Company's
operational production activities, exploration and other
activities and its current financial status.

The roles of Chairman and Managing Director are not
exercised by the same individual.

Board Committees
Governance Recommendations No. 2.4, 4.1 & 8.1

During the reporting period the functions to be performed by
a Nomination Committee and a Remuneration Committee
as suggested by the Governance Recommendations were
performed by the full Board. Having regard to the number of
Directors that comprised the Territory Resources' Board, the
Board at that time did not consider it appropriate to delegate
these responsibilities to a committee.

During the reporting period the Board had established an
Audit Committee (CGAC), although it was only comprised of
2 directors.

Subsequent to the end of the financial year the Board has
established the following committees to assist in the
discharge of its responsibilities and to enhance corporate
governance:

e Remuneration & Nomination Committee (RNC);

e Exploration and Reserves Committee (ERC);

e Operations Committee (OC); and

e Business Development & Marketing Committee (BDC).

In addition, the Audit Committee has been renamed the
Corporate Governance & Audit Committee to more clearly
align with its additional governance responsibilities.

These committees are designed to consider specific matters
and make recommendations to the Board. The Board
considers the materials and the committee
recommendations presented to them and make an
independent assessment of the recommendations.
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Membership of the committees as at the date of this Report
are set out below:

Committee Memberships

Name CGAC RNC ERC OC BDC
Mr A Simpson X X X
Mr A Quadrio X X X X
Mr | McCubbing X

Mr R Elman X
Ms F Harris X X

Mr G Ariti X X
Dr M Donaldson X

Other than as set out in the Directors' Report there were
no meetings held for these committees in the year to
30June 2008.

Independent professional advice

Each Director has the right to seek independent
professional advice at the Company's expense. Prior
approval of the Chairman is required and will not be
unreasonably withheld.

Board evaluation
Governance Recommendation No. 1.2 & 2.5

A Board performance evaluation was not conducted during
the reporting period due to the reconstitution of Board at the
end of the period. An annual review is undertaken in relation
to the composition and skills mix of the Directors of the
Company. The Remuneration & Nomination Committee
which was formed subsequent to year end will assist in the
process of future Board performance assessment.

The Board has conducted regular informal reviews of
executive performance on at least an annual basis. The
Board and the Remuneration & Nomination Committee
intend to put into place arrangements to formally review and
monitor on an annual basis the performance of the
Company's executives, which will include annual
performance appraisals of each individual against pre-
determined Key Performance Indicators.

43



Territory Resources Limited

ETHICAL AND RESPONSIBLE DECISION MAKING
Code of Conduct
Governance Recommendation No. 3. 1

The Board has adopted a Board Code of Conduct that deals
with:

e obligations under legislation;

e personal behaviour;

e conflict of interest;

e remuneration, expenses and other benefits;
e confidentiality, information and records; and
e transactions with director-related entities.

One of the Board's key aims is to appropriately deal with
conflicts of interest (both real and apparent) and to ensure
that all Board issues receive proper consideration,
unfettered by outside influences. If a conflict does exist,
there are various courses of action available, depending
upon the significance of the conflict.

In addition, all employees and contractors of the Company
(including Directors) must observe the Company Code of
Conduct and Business Ethics and Conflict of Interest Policy.
These policies provide guidance as to the standards of
behaviour to be observed in pursuing the business
objectives of the Company so as to ensure that Territory
personnel act with integrity, professionalism and fairness at
all times.

Policy on share trading
Governance Recommendation No. 3.2

The Company's policy is that directors, officers and
employees are prohibited from dealing in the Company's
shares when they possess price sensitive information. The
Board is to be notified when trading of shares in the
Company by any director or officer of the Company occurs.

The Board intends to review this policy during the current
financial year.

INTEGRITY IN FINANCIAL REPORTING
Financial Reports
Governance Recommendation No. 7.3

The Managing Director and Chief Financial Officer have
made the following certifications to the Board:

e that the Company's financial reports are complete and
present a true and fair view, in all material respects, of
the financial condition and operational results of the
Company and the Group and are in accordance with
relevant legislation and accounting standards; and

e that the above statement 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.

Audit Committee
Governance Recommendations No. 4.1, 4.2 & 4.3

During the reporting period the Audit Committee consisted
of 2 directors and was not chaired by the Chairman of the
Board. Having regard to the number of Directors then
comprising the Territory Resources' Board, the Board did not
consider it appropriate to have greater than 2 members or
constitute the Audit Committee in accordance with
Governance Recommendation 4.2.

Subsequent to the end of the financial year the Committee
has been re-named the Corporate Governance & Audit
Committee and consists of the following Non-Executive
Directors:

* Ms Fiona Harris (Chairman)
e MrAndrew Simpson
e Mrlan McCubbing

Mr McCubbing is a non executive director who is not
considered independent which is a departure form
Governance Recommendation 4.2. Mr McCubbing was
previously the Finance Director of the Company and is
considered to be an appropriate member of the Corporate
Governance & Audit Committee given his knowledge of the
Company's financial affairs.

Please refer to the Directors' Report for members'
qualifications, membership changes and member
attendance at the Audit Committee meetings. The Managing
Director, Chief Financial Officer, Company Secretary and
external auditors are normally invited to attend each
Corporate Governance & Audit Committee meeting.

Under its charter, the Corporate Governance & Audit
Committee assists the Board to discharge its responsibilities
in the areas of:

e financial reporting;

e external audit;

e internal audit;

¢ internal controls & risks;
e compliance.

As part of its role in financial reporting, the Corporate
Governance & Audit Committee assess whether the
external reporting is consistent with committee members'
information and knowledge and is adequate for
shareholder needs

Additionally, on an annual basis, the Corporate Governance
& Audit Committee reviews the performance and
independence of the external auditor.



TIMELY AND BALANCED DISCLOSURE
Governance Recommendation No. 5. 1

Compliance procedures, to ensure timely and balanced
disclosure of information in line with ASX Listing Rule
disclosure requirements and Continuous Disclosure
Guidelines, have been noted and adopted by the Company
to ensure that all necessary steps are taken by the
Company to meet its obligations under the Continuous
Disclosure regime.

COMMUNICATION WITH AND PARTICIPATION OF
SHAREHOLDERS AND THE MARKET

Governance Recommendations No. 6. 1

The Company is committed to complying with the
continuous disclosure obligations of the Corporations Act
and the ASX Listing Rules. Only the Chairman and
Managing Director are authorised to respond to investor
relations matters. Other members of the executive
management team must seek approval from the Chairman
or, in his absence, the Managing Director prior to
responding to investor relations matters.

The Company keeps shareholders and the market regularly
informed through the annual, half year and quarterly
reports. The releases include production figures, exploration
activity and other required statutory information. The
Company discloses material developments to the ASX and
the media as required.

From time to time, briefings are arranged to give analysts
and others who advise shareholders an understanding of
the Company's activities. In conducting briefings the
Company takes care to ensure that any price sensitive
information released is made available to all shareholders
(institutional and private) and the market at the same time.
These announcements are lodged with the ASX and then
posted on the Company's website at
www.territoryresources.com.au.

The Board encourages full participation of shareholders at
the Annual General Meeting to ensure a high level of
accountability and identification with the Company's
strategies and goals. Important issues are presented to
shareholders as single resolutions. The Board is responsible
to the shareholders and the shareholders are responsible for
voting on the appointment of directors.

The Company also invites the external auditor to attend its
Annual General Meeting and to be available to answer
shareholders' questions about the conduct of the audit and
the preparation and content of the auditor's report.

INTERNAL CONTROL AND RISK MANAGEMENT

Governance Recommendations No. 7.1, 7.2& 7.3

The Company did not have in place a formal Board
approved risk management policy during the year to 30
June 2008 as the Company is still in the process of
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determining the risk consequences and risk profile arsing
from the commencement of production and shipping. The
Board intends to approve such a policy and place it on the
Company's website.

However, during the reporting period, Management
designed and implemented an operational risk
management and internal control system and was required
to report regularly to the Board on the material risks to the
Company. Management has not formally reported to the
Board as to the effectiveness of the Company's management
of its material business risks because the risk management
system for such risks is still in the developmental phase.

The Board has overall responsibility for the Company's
internal control environment, and ensures that the
Company has an integrated framework of control, based on
formal procedures and appropriate delegation of financial
and other authorities.

The Company has a framework in place to safeguard the
Company's assets and interests and ensure that business
risks are identified and properly managed. This includes
procedures and limits to manage financial risk. To assist in
discharging this responsibility the Board has in place a
control framework which includes the following:

e« annual business plan, approved by the Board,
incorporating financial and non-financial key
performance indicators;

o regular reporting to the Board on a number of key areas
including safety, health, environment, financial,
taxation, insurance and legal matters;

« the adoption of clear guidelines for operating and capital
expenditure, including annual budgets, detailed review
procedures, and levels of authority;

o the segregation of duties (where possible); and
e acomprehensive insurance program.

In addition, the Board requires the Managing Director and
CFO to state in writing that:

e the Company's financial reports are founded on a sound
system of risk management and internal control and that
system is operating effectively in all material respects in
relation to financial reporting risks; and

e the Company's risk management and internal control
system to manage the Company's material risks are
being managed effectively,

and these declarations have been received from
Management prior to completion of the financial
statements.

Subsequent to 30 June 2008 the Corporate Governance &
Audit Committee has been allocated responsibility for
overseeing the risk management process.
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REMUNERATION ARRANGEMENTS
Governance Recommendation No. 8.2

The Company's remuneration policy is to ensure that
remuneration properly reflects the relevant person's duties
and responsibilities, and that the remuneration is
competitive in attracting, retaining and motivating people of
the highest quality. The Board believes that the best way to
achieve this objective is to provide Executive Directors and
executives with a remuneration package consisting of fixed
and performance related components that reflect the
person's responsibilities, duties and personal performance.

Non-Executive Directors

The remuneration of Non-Executive Directors is determined
by the Board as a whole having regard to the level of fees
paid to Non-Executive Directors by other companies of
similar size in the industry. Details of remuneration paid to
Directors are outlined in the Directors' Report.

The aggregate amount payable to the Company's Non-
Executive Directors must not exceed the maximum annual
amount approved by the Company's shareholders which is
presently $750,000 per annum and was approved at a
General Meeting held on 2 May 2008.

During the year ended 30 June 2008 certain non-executive
directors were issued options and were paid termination
benefits. It is not intended that termination payments will be
made in future years to non-executive directors and any
future option issues will require prior shareholder approval.

Managing Director and Senior Executives

The Company's Directors are responsible for determining
the remuneration policies for the consolidated entity,
including those affecting the senior executives. The advice
of independent remuneration consultants is taken where
considered appropriate to establish that the remuneration
packages of senior executives are in line with market
standards.

The Directors may seek appropriate external advice to assist
its decision-making. Remuneration policies and practices
are directed at attracting, motivating and retaining quality
people. Key principles in setting remuneration include
shareholder value, market competitiveness and internal
relativity and equity.

The remuneration policy for Executive Directors and senior
executives has three main components: fixed remuneration,
annual incentive and long term incentive.

(i) Fixed Base Salary

The former Executive Chairman, Executive Directors and
senior executives received fixed remuneration including a
base salary (inclusive of superannuation), car allowances
and a car parking bay.

(ii) Performance Indicators

The Board intends to link the nature and amount of
executive remuneration to the Company's financial and
operational performance. The Executive Director and senior
executives will participate in a scheme which provides cash
incentives where specified criteria are met including
individual specific targets.

(iii) Share Based Incentives

Executive Directors, senior executives and nominated
employees have received long term incentives through
participation in the Company's Employee Option Incentive
Scheme or grants of options put to shareholders for
approval. Refer to the Directors' Report for further
information.

The structure and disclosure of the Company's
remuneration policies for Executive Directors and senior
executives, are generally consistent with Corporate
Governance Principle 8. Further information on Directors'
and executives' remuneration is set out in the Directors'
Report and the financial statements.

CORPORATE RESPONSIBILITY

The Company complies with all legislative and common law
requirements which affect its business, particularly
environmental regulations, native title and cultural heritage
laws.

THIRD PARTIES

The Company treats third parties in a fair and reasonable
manner and does not engage in deceptive practices.



For the year ended 30 June 2008

Revenue from continuing operations

Sale of goods
Cost of goods sold
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Gross profit
Other revenue
Other income

Expenses

Exploration expenditure
Administration
Occupancy

Other expenditure
Finance costs

Impairment of assets
Share of net loss of associate accounted for using equity method

Loss before income tax
Income tax benefit

Loss for the year

Loss is attributed to :
Equity holders of the company
Minority Interest

Basic and diluted loss per share (cents per share)
Basic and diluted loss per share (cents per share)

The above income statements should be read in conjunction with the accompanying notes.

2008 2007

$'000 $'000
58,046 -
(54,486) =
3,560 =
2,403 746
3,317 =
(931) (533)
(15,036) (5,742)
(433) (581)
- (756)
(801) (15)
(7,921) (6,881)
(45,424) =
(839) =
(54,184) (6,881)
5,694 =
(48,490) (6,881)
(47,710) (6,881)
(780) S
(48,490) (6,881)
20.5) (4.74)
(19.7) (4.74)
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As at 30 June 2008

2008 2007
ASSETS $'000 $'000
Current Assets
Cash and cash equivalents 1,918 19,319
Trade and other receivables 12,247 2,448
Inventories 13,334 357
Derivative financial instruments 7,362 -
Other current assets 177 -
Total Current Assets 35,038 22,124
Non-current Assets
Trade and other receivables 1,001 984
Available for sale financial assets 4,695 420
Investment accounted for using equity method 6,572 -
Property, plant and equipment 65,903 20,221
Exploration 8,574 6,491
Deferred tax assets 15,237 3,332
Other non-current assets - 96
Total Non-current Assets 101,982 31,544
Total Assets 137,020 53,668
LIABILITIES
Current Liabilities
Trade and other payables 15,633 8,140
Interest bearing liabilities 27,796 202
Provisions 972 118
Derivative financial instruments 321 -
Total Current Liabilities 44722 8,460
Non-current Liabilities
Interest bearing liabilities 6,927 104
Provisions 1,623 1,327
Deferred tax liability 11,450 3,332
Total Non-current Liabilities 20,000 4,763
Total Liabilities 64,722 13,223
Net Assets 72,298 40,445
EQUITY
Contributed equity 118,284 51,396
Reserves 8,395 385
Accumulated losses (59,046) (11,336)
Attributable to equity holders of the company 67,633 40,445
Minority Interest 4,665 -
Total Equity 72,298 40,445

The above balance sheets should be read in conjunction with the accompanying notes.
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Consolidated

At 1 July 2006

Changes in the fair value of
available for sale financial assets
Net income and expense
recognised directly in equity
Loss for the period

Total recognised income
and expense for the year

Contributions of equity,

net of transaction costs
Employee share options

— value of employee services

Balance at 30 June 2007

Changes in the fair value

of available for sale financial assets
Changes in the fair value

of cash flow hedges

Net income and expense
recognised directly in equity

Loss for the period

Total recognised income
and expense for the year

Contributions of equity, net

of transaction costs

Minority interest on acquisition
of subsidiary

Employee share options

— value of employee services

Balance at 30 June 2008
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Attributable to members of Minority Total
Territory Resources Limited Interest equity
Contributed Reserves Accumulated Total
equity losses
$'000 $'000 $'000 $'000 $'000 $'000
22,241 120 (4,455) 17,906 - 17,906
- 50 - 50 - 50
- 50 - 50 - 50
= = (6,881) (6,881) = (6,881)
- 50 (6,881) (6,831) - (6,831)
29,155 - - 29,155 - 29,155
- 215 - 215 - 215
51,396 385 (11,336) 40,445 - 40,445
= (589) = (589) = (589)
- 5,327 - 5,327 - 5,327
- 4,738 - 4,738 - 4,738
- - (47,710)  (47,710) (780)  (48,490)
- 4,738 (47,710)  (42,972) (780)  (43,752)
66,888 - - 66,888 - 66,888
- - - - 5,445 5,445
- 3,272 - 3,272 - 3,272
118,284 8,395 (59,046) 67,633 4,665 72,298

The above statements of changes in equity should be read in conjunction with the accompanying notes.
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For the year ended 30 June 2008

Cash flow from operating activities

Receipts from customers
Payments to suppliers and employees
Interest paid

Net cash outflow used in operating activities

Cash flow from investing activities

Interest received

Payment for purchase of subsidiary, net of cash acquired
Payments for exploration capitalised

Payments for plant, equipment, mine development and pre-strip
Payments for available for sale financial assets

Payments for bonds

Advances to subsidiaries

Advances to other entities

Repayment of advances to other entities

Net cash outflow used in investing activities

Cash flows from financing activities
Proceeds from borrowings
Repayment of borrowings

Proceeds from issue of shares
Finance lease payments

Net cash inflow from financing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the financial year

Cash and cash equivalents at the end of financial year

2008 2007

$'000 $'000
54,653 -
(62,998) (6,076)
(1,013) (15)
(9,358) (6,091)
1,613 815
(9,789) =
(2,083) (4,197)
(38,960) (14,428)
(31,830) (370)
- (893)
(34,737) =
9,750 -
(106,036) (19,073)
47,458 -
(15,556) -
66,539 29,155
(448) =
97,993 29,155
(17,401) 3,991
19,319 15,328
1,918 19,319

The above cash flow statements should be read in conjunction with the accompanying notes.



For the year ended 30 June 2008

This concise financial report relates to the consolidated
entity consisting or Territory Resources Limited and the
entities it controlled at the end of, or during, the year ended
30 June 2008. The accounting policies adopted have been
consistently applied to all years presented.

The company is of a kind referred to in Class Order 98/100,
issued by the Australian Securities and Investments
Commission, relating to the “rounding off” of amounts in
financial reports. Amounts in the concise financial report
have been rounded off in accordance with that Class Order
to the nearest thousand dollars.

1. PRESENTATION CURRENCY

The presentation currency used in this concise financial
report is Australian dollars.

2. SEGMENT INFORMATION

The consolidated entity operates predominately in one
segment involved in the production and exploration of iron
ore. Geographically the consolidated entity is domiciled and
operates in one segment being Australia.

3. EVENTS OCCURRING AFTER THE BALANCE SHEET
DATE

Territory and the entities it controlled during the year ended
30 June 2008 incurred a loss for the year of $48,490,000
after tax and has a net current liability position of
$9,684,000. The results for the year were principally due
to:

Monarch Administration:

On 10 July 2008 Monarch Gold Limited entered Voluntary
Administration. At the date of administration Territory
carried:

$'000s
Investment in Monarch 18,461
Loan to Monarch 21,500
Receivable for loan interest and rent 1,013

40,974
Provision raised at 30 June 2008 (36,224)
Balance at 30 June 2008 4,750

As a consequence of the above event, the investment, loan
and receivable have been provided for in full (refer to Notes
6(d)and 9.)
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Societe Generale

Territory had advanced funds amounting to $2.96 million to
Societe Generale to cover rehabilitation bonds over Monarch
tenements. Territory has fully provided for this receivable but
is continuing to pursue the recovery of these funds.

Matilda Minerals Limited

Territory has made a significant investment in Matilda
Minerals Limited during the year. In line with reduced share
prices for many junior resource stocks Matilda Minerals has
also suffered a decline in value since the initial investment.
Territory has raised an impairment provision against the
carrying value of this associate of $4.596 million, which
has reduced the value recognised to the closing share price
atthe end of the financial year.

On 28 August 2008, Matilda Resources Limited advised
that it will suspend its operations on the Tiwi Islands in
October 2008. As a result, Territory Resources investment
in Matilda Resources has suffered a further decline in value
from the carrying value at 30 June 2008.

The above are the primary factors that have contributed to
the operating result in the current financial year and the
deficiency in working capital at that date.

Corporate

Territory Resources Limited has appointed 5 new board
members in recent months who have a prime focus on
developing the core operations of the Group's iron ore
assets, and to consider further opportunities in that
resources sector.

The board has also recognised the need for additional
funding of $20 million to complete the commercial
exploitation of the groups iron ore deposits at Frances Creek.
These funds will be used to commission a wet processing
plant and to construct additional plant handling facilities at
the Darwin Port to provide greater flexibility and increased
storage capacity at port. As part of this process Territory has
undertaken a detailed review of forecast cash flows with
independent financial advisors. The core operations of
Frances Creek are projected to be cash flow positive in the
coming financial year.
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The company is well advanced in discussions with potential
financiers in providing an appropriate debt facility to cover
this expansion program. Territory's major shareholder, the
Noble group, has also indicated that it will support Territory
in obtaining commercial funding and has offered funding
should the terms offered by prospective financiers not be
commercially acceptable to Territory.

It is the opinion of the board of directors that there are
reasonable grounds to believe the plans put in place are
achievable and that accordingly the Territory Resources
Limited Group is a going concern.

Except for the matters noted above, there has not arisen
since the end of the financial year any item, transaction or
event of a material and unusual nature likely, in the opinion
of the directors of the company to affect substantially the
operations of the consolidated entity, the results of those
operations or the state of affairs of the consolidated entity in
subsequent financial years.

4.INVESTMENT IN OLYMPIA RESOURCES LIMITED

During the year the group acquired 64.8% of the issued
share capital of Olympia Resources Limited (Olympia). The
group accounts include the financial results from
acquisition and the financial position of Olympia at the year
end, as a controlled subsidiary. The total assets and
liabilities of Olympia as consolidated into the financial
position of Territory at year end were $18.9 million and
$5.6 million respectively. The parent entity carries an
investment in Olympia amounting to $10 million and has
advanced $3.75 million to Olympia at the reporting date. At
year end Olympia carried a deficit in working capital of
$1,203,000 however Olympia successfully closed a rights
issue on 2 July 2008 raising $5,436,000 before costs.

The Directors of Olympia have highlighted the following
significant matter in Olympia's financial statements at 30
June 2008.

The Olympia Directors have prepared their financial
statements on a going concern basis. The Olympia
Directors expect there will be a requirement to generate
funds by a combination of operating cash surplus, capital
raisings or the refinancing of debt commitments.

The Olympia Directors have highlighted that should
Olympia not be able to obtain these additional funds there
is significant uncertainty as to whether Olympia can
continue as a going concern and therefore whether it will
realize its assets and settle its liabilities and commitments
in the normal course of business and at the amounts stated
in the financial report of Olympia.

The Olympia Directors are satisfied that additional funding
can be obtained and therefore the financial statements can
be prepared on a going concern basis.

At this time, the Olympia Directors are of the opinion that
no asset is likely to be realised for an amount less than the
amount at which itis recorded in the financial report at 30
June 2008. Accordingly, no adjustments have been made
to the financial report relating to the recoverability and
classification of the asset carrying amounts or the
amounts and classification of liabilities that might be
necessary should the consolidated entity not continue as
agoing concern.

The auditor's opinion on the financial report of Olympia
includes an emphasis of matter paragraph drawing attention
to the significant uncertainty.

The Directors of Territory acknowledge that should Olympia
not be successful in its ability to generate funds by a
combination of operating cash surplus, capital raisings or the
refinancing of debt commitments then there is a significant
uncertainty that Olympia will continue as a going concern
and whether it will realise its assets and extinguish its
liabilities in the normal course of business and at the
amounts stated in the financial information presented above.

The Directors of Territory, based on information provided by
Olympia, share the view that the operations of Olympia are a
going concern and there has been no adjustment to the
financial report relating to the recoverability and
classification of the recorded asset amounts or to the
amounts and classification of liabilities in both the group
and parent entity accounts that might be necessary should
Olympia not continue as a going concern.

The Directors of Territory are also of the view the matters
affecting Olympia do not impact the ability of Territory to
continue as a going concern.

5. FULL FINANCIAL REPORT

Further financial information can be obtained from the full
financial report which is available on the Company's
website, www.territoryresources.com.au.



Concise Annual Report 2008

The Directors declare that in their opinion, the concise
financial report of the consolidated entity for the year ended
30 June 2008 as set out on pages 50 to 56 complies with
Accounting Standard AASB 1039: Concise Financial
Reports.

The concise financial report is an extract from the full
financial report for the year ended 30 June 2008. The
financial statements and specific disclosures included in the
concise financial report have been derived from the full
financial report.

The concise financial report cannot be expected to provide
as full an understanding of the financial performance,
financial position and financing and investing activities of
the consolidated entity as the full financial report, which is
available on request.

This declaration is made in accordance with a resolution of
the directors.
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Andrew Simpson
NON-EXECUTIVE CHAIRMAN

Perth
30 September 2008
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Independent auditor's report to the members of Territory Resources Limited

Report on the concise financial report

The accompanying concise financial report of Territory Resources Limited comprises the balance sheet as at 30 June 2008,
the income statement, statement of changes in equity and cash flow statement for the year then ended and related notes,
derived from the audited financial report of Territory Resources Limited for the year ended 30 June 2008. The concise
financial report does not contain all the disclosures required by the Australian Accounting Standards.

Directors' responsibility for the concise financial report

The directors are responsible for the preparation and presentation of the concise financial report in accordance with
Accounting Standard AASB 1039 Concise Financial Reports, and the Corporations Act 2001. This responsibility includes
establishing and maintaining internal control relevant to the preparation of the concise financial report; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor's responsibility

Our responsibility is to express an opinion on the concise financial report based on our audit procedures. We have conducted
an independent audit, in accordance with Australian Auditing Standards, of the financial report of Territory Resources Limited
for the year ended 30 June 2008. Our audit report on the financial report for the year was signed on 30 September 2008 and
was not subject to any modification. The Australian Auditing Standards require that we comply with relevant ethical
requirements relating to audit engagements and plan and perform the audit to obtain reasonable assurance whether the
financial report for the year is free from material misstatement.

Our procedures in respect of the concise financial report included testing that the information in the concise financial report is
derived from, and is consistent with, the financial report for the year, and examination on a test basis, of evidence supporting
the amounts and other disclosures which were not directly derived from the financial report for the year. These procedures
have been undertaken to form an opinion whether, in all material respects, the concise financial report complies with
Accounting Standard AASB 1039 Concise Financial Reports.

Our procedures include reading the other information in the Annual Report to determine whether it contains any material
inconsistencies with the concise financial report.

For further explanation of an audit, visit our website http:/www.pwc.com/au/financialstatementaudit.
Our auditdid not involve an analysis of the prudence of business decisions made by directors or management.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Liability limited by a scheme approved under Professional Standards Legislation
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PRICENVATERHOUSE(QOPERS

Independent auditor's report to the members of Territory Resources Limited (continued)

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001 . We confirm
that the independence declaration required by the Corporations Act 2001, provided to the directors of Territory Resources
Limited on 30 September 2008, would be in the same terms if provided to the directors as at the date of this auditor's report.

Auditor's opinion on the financial report

In our opinion, the concise financial report of Territory Resources Limited for the year ended 30 June 2008 complies with
Australian Accounting Standard AASB 1039: Concise Financial Reports.

Emphasis of matter - Significant uncertainty regarding investment in Olympia Resources Limited (Olympia), a controlled
entity

Without qualification to the opinion expressed above, we draw attention to Note 34 to the financial statements. The Directors
of Olympia have prepared the financial statements on the basis that Olympia will continue as a going concern but have
highlighted that there is a significant uncertainty that Olympia will continue as a going concern while it is reliant on a
combination of operating cash surplus, capital raisings or the refinancing of debt commitments. The auditor's opinion on the
financial report includes an emphasis of matter paragraph drawing attention to that significant uncertainty. The Directors of
Territory share the view that the operations of Olympia are a going concern and there has been no adjustment to the financial
report relating to the recoverability and classification of the recorded asset amounts or to the amounts and classification of
liabilities in both the group and parent entity accounts that might be necessary should Olympia not continue as a going
concern.

Auditor's opinion on the remuneration report

In our opinion, the Remuneration Report of Territory Resources Limited for the year ended 30 June 2008 complies with
section 300A of the Corporations Act 2001.

PricewaterhouseCoopers

o

Peter Buchholz Perth
Partner 30 September 2008
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The shareholder information set out below was applicable as at 15 September 2008.

NUMBER OF SECURITIES ON ISSUE

Class of security

Shares
Ordinary shares fully paid

Unlisted Options

Options exercisable at 40.15c¢ before 13 Oct 2009
Options exercisable at 50c before 13 Oct 2009
Options exercisable at 60c before 13 Oct 2009
Options exercisable at 82.5¢ before 15 Jun 2010
Options exercisable at 90c before 15 Jun 2011
Options exercisable at 90c before 21 Aug 2010
Options exercisable at $1.00 before 21 Dec 2011
Options exercisable at 90c before 21 Dec 2010
Options exercisable at $1.50 before 21 Dec 2012
Options exercisable at 90c before 21 Dec 2010
Options exercisable at $1.26 before 21 Dec 2011
Options exercisable at $1.11 before 31 Mar 202011
Options exercisable at 92.6¢ before 18 Apr 2011
Options exercisable at 92.6¢ before 18 Apr 2011

DISTRIBUTION OF LISTED SECURITIES
Ordinary Number of Holders

Range shares  Employee Options
1- 1,000 462 -
1,001- 5,000 1,840 -
5,001 - 10,000 1,410 -
10,001 - 100,000 2,051 29
100,101 and above 160 30

5,923 59

The Employee options are held by employees or their nominees.

TOP TWENTY SHAREHOLDERS
Name

Crawley Resources Ltd

OM Holdings Limited

DCM Decometal GMBH

Zero Nominees Pty Ltd

Sun Hung Kai Investment Services Ltd
ANZ Nominees Ltd

OCJ Investment (Australia) Pty Ltd

HSBC Custody Nominees Australia Ltd
National Nominees Limited

UOB Kay Hian Private Ltd

DBS Vickers Securities (Singapore) Pte Ltd
Tinkler Investments Pty Ltd

Keith G Bartley, Robert G Bartley, Andrew J Bartley
Pegmont Mines Ltd

Citicorp Nominees Pty Ltd

Phillip Hardcastle

Keith Sheppard

Palazzo Nominees Pty Ltd

Gibbins Investments Pty Ltd

Sheldon Coates

TOTAL

Number of Securities
Quoted Not quoted

264,606,388 =

= 195,000
= 70,000
= 60,000
= 500,000
= 500,000
= 2,500,000
= 2,500,000
= 1,000,000
- 1,250,000
= 500,000
= 5,000,000
= 8,250,000
= 1,250,000
= 650,000

= 24,225,000

SUBSTANTIAL SHAREHOLDERS

% of Total
Issued
Shares

Number
of Shares

69,991,975 26.45
29,161,413 11.02
28,175,836 10.65

Shareholder Name

Noble Group Limited
OM Holdings Limited
DCM Decometal GMBH

MARKETABLE PARCEL

268 shareholders hold less than a marketable parcel of
ordinary shares.

Number of % of Total
Shares Issued Shares
69,991,975 26.45
29,161,413 11.02
28,175,836 10.65
6,435,210 2.43
5,000,000 1.89
3,517,264 1.33
3,304,931 1.25
2,851,984 1.08
2,344,384 0.89
1,669,323 0.63
1,248,094 0.47
1,215,843 0.46
1,178,000 0.45
1,000,000 0.38
936,869 0.34
854,873 0.32
800,000 0.30
745,000 0.28
724,967 0.27
700,000 0.26
161,825,966 61.15
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AUDITOR

PricewaterhouseCoopers
Level 19, QV1 Building
250 St George's Terrace
Perth, Western Australia 6000

SOLICITORS

Clayton Utz

Level 27, QV1 Building

250 St George's Terrace

Perth, Western Australia 6000

Steinepreis Paganin
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STOCK EXCHANGE

ASX Limited
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Perth, Western Australia 6000
ASX CODE: TTY

REGISTERED OFFICE
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Telephone: 08 9483 5100
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TERRITORY RESOURCES LIMITED
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A public, listed company incorporated and domiciled in Australia.



6 » . u
/ Territory Resources Limited

23 VENTNOR AVENUE WEST PERTH
WESTERN AUSTRALIA 6005
TELEPHONE: (+61 8) 9483 5100
FACSIMILE: (+61 8) 9483 5111

admin@territoryresources.com.au
www.territoryresources.com.au

ASX Code: TTY



