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Notice of Annual General Meeting

Notice is hereby given that an Annual General Meeting of Shareholders of Legend Mining Limited
will be held at The Celtic Club, 48 Ord Street, West Perth, Western Australia on 30 May 2006 at
2.00pm {WST). The Explanatory Statement which accompanies and forms part of this Notice of
Anrnual General Meeting describes the various matters to be considered.

Ordinary Business

1 Financial Statements and Reporis

Period 1 January 2005 to 31 December 2005
To receive and consider the Annual Financial Report, together with the Directors” and

Auditor’s Reports for the year ending 31 December 2005

2 Adoption of Compensation Report

To consider and, if thought fit, pass the following resolution as an ordinary resolution:

That, for all purposes, Shareholders adopt the Compensation Report set out in the
Directors’ Report for the vear ending 31 December 2005.

Please note that the vote on this resolution is advisory only, and does not bind the

Directors or the Company.

3 Election of Directors

To consider and, if thought fit, pass the following resolutions as ordinary resolutions:

(a) That, for all purposes, Michael William Atkins (“Mr Atkins”}, who retires and
offers himself for re-election, is re-elected as a Director.

(b) That, for all purposes, Mark William Wilsont (“Mr Wilson”), who was appointed
to the Board since the last annual general meeting of the Company, is re-elected
as a Director.

{<) That, for all purposes, Dermot Michael Ryan (“Mr Ryan”), who was appointed to
the Board since the last annual general meeting of the Company, is re-elected as a
Director.

{d) That, for all purposes, Robert John Perring (“Mr Perring”), who was appointed

to the Board since the last annual general meeting of the Company, is re-elected
as a Director.
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Special Business

4 Remuneration of Non-Executive Directors

To consider and, if thought fit, pass the following resolution as an ordinary resolution:
That, for all purposes, the maximum aggregate remuneration payable to non-executive

Directors in any financial year be confirmed as $200,000.

5 Approval of Issue of Securities to Yandal

To consider and, if thought {it, pass the following resolution as an ordinary resolution:

That the issue of 125,000,000 Early Conversion Fee Options to Yandal, and the issue of
Shares following exercise of such Early Conversion Fee Options, be approved for the
purposes and on the terms set out in the Explanatory Statement.

6 Approval for the issue of Early Conversion Fee Options to Mr Wilson

To consider and, if thought fit, pass the following resolution as an ordinary resolution:

Conditional on Resolutions 3 and 5 being passed, that the issue of 5,000,000 Early
Conversion Fee Options to Mr Wilson {or nominee} be approved for the purposes and on
the terms set out in the Explanatory Statement.

7 Approval for the issue of Securities to Mr Ryan

To consider and, if thought fit, pass the following resolution as an ordinary resolution:

Conditional on Resolution 3 being passed, that the issue of 15,000,000 Early Conversion
Fee Options to Mr Ryan {or nominee), and the issue of Shares following exercise of such
Early Conversion Fee Options, be approved for the purposes and on the terms set out in
the Explanatory Statement.

8 Approval for the issue of Early Conversion Fee Options to Mr Perring

To consider and, if thought fit, pass the following resolution as an ordinary resolution:

Conditional on Resolutions 3 and 5 being passed, that the issue of 3,000,000 Early
Conversion Fee Options to Mr Perring (or nominee} be approved for the purposes and on
the terms set out in the Explanatory Statement.
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10.

Ratification of Previous Issue of Shares

To consider and, if thought fit, pass the following resolution as an ordinary resolution:
That the Shareholders ratify and approve the issue of 30,000,000 Shares for the purpose

and on the terms set out in the Explanatory Statement.

Approval of Underwriting Fee Options Issue

To consider and, if thought fit, pass the following resolution as an ordinary resolution:

That, for all purposes, Shareholders approve the issue of the 7,500,000 Underwriting Fee
Options to the Underwriter {or nominee), for the purposes and on the terms set out in the
Explanatory Statement, subject to the Rights Issue proceeding.

Voting Exclusions

For the purposes of:

(a)

b}

(d)

(resolution 3): Listing Rule 10.17.1, the Company will disregard any votes cast on this
resolution by a Director or an associate of a Director;

(resolutions 5, 6, 7 and 8): Listing Rule 10.13 and section 224 of the Corporations Act, the
Company will disregard any votes cast on resolutions 3, 6, 7 and 8 by any person who
may participate in the proposed issue and a person who might obtain a benefit, except a
benefit solely in the capacity of a security holdes, if the resolution is passed, and any of
their associates, and Yandal and its associates;

(resolution 9): Listing Rule 7.5, the Company will disregard any votes cast on resolution 9
by any person who participated in the issue and any of their associates; and

{resolution 10} Listing Rule 7.3, the Company will disregard any votes cast on resolution
10 by any person who may participate in the proposed issue and a person who might
obtain a benefit, except a benefit solely in the capacity of a security holder, if the
resolution is passed, and any of their associates,

unless it is cast by a person as proxy for a person who is entitled to vote (in accordance with the
directions on the proxy form) or the person chairing the meeting as proxy for a person who is
entitied to vote {in accordance with a direction on the proxy form to vote as the proxy decides).

Explanatory Statement

The Explanatory Statement accompanying this Notice of Annual General Meeting is incorporated
in and comprises part of this Notice of Annual General Meeting.

Shareholders are specifically referred to the Glossary in the Explanatory Statement which contains
definitions of capitalised terms used both in this Notice of Annual General Meeting and
Explanatory Statement.
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Proxies

Please note that:

{a) a member of the Company entitled to attend and vote at the Annual General Meeting is
entitled to appoint a proxy;

{b} a proxy need not be a member of the Company; and

{©) a member of the Company entitled to cast two or more votes may appoint two proxies
and may specify the proportion or number of votes each proxy is appoeinted to exercise,
but where the proportion or number is not specified, each proxy may exercise haif of the
voltes.

The enclosed proxy form provides further details on appointing proxies and lodging proxy forms.

“Snap-shot” Time

The Company may specify a time, not more than 48 hours before the meeting, at which a “snap-
shot” of shareholders will be taken for the purposes of determining shareholder entitlements to
vote at the meeting,.

The Company’s directors have determined that all shares of the Company that are quoted on ASX
at 5.00pm WST on 29 May 2006 shall, for the purposes of determining voting entitlements at the
Annual General Meeting, be taken to be held by the persons registered as holding the shares at
that time.

Corporate Representative

Any corporate Shareholder who has appointed a person to act as its corporate representative at the
meeting should provide that person with a certificate or letter executed in accordance with the
Corporations Act authorising him or her to act as that company’s representative. The authority
may be sent to the Company and/or registry in advance of the meeting or handed in at the meeting
when registering as a corporate representative. An appointment of Corporate Representative form
is enclosed if required.

By Order of the Board of Directors
T A —

Mark William Wilson
Managing Director
Legend Mining Limited

11 April 2006
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Explanatory Statement

The purpose of this Explanatory Statement is to provide Shareholders with all information known
to the Company which is material to a decision on how to vote on the resolutions in the
accompanying Notice of Annual General Meeting. This Explanatory Statement should be read in
conjunction with the Notice of Annual General Meeting. Capitalised terms in this Explanatory
Statement are defined in the Glossary.

General Background to Special Business

Shareholders are being asked to approve resolutions 5, 6, 7, 8 and 10 in connection with the
Company’s fund raising proposals which have been the subject of recent ASX announcements.

The Company will be undertaking a non-renounceable Rights Issue of 152,859,440 Shares at $0.04
each on a 1 for 3 basis, with 152,859,440 Attaching Options to be listed by ASX and exercisable at
$0.04 by 31 July 2008. The Rights Issue will raise approximately $6,120,000 {(before the costs of the
Issue) and will be underwritten by the Underwriter, conditional on a major shareholder of the
Company, Yandal, converting its Convertible Note early and immediately exercising the
Conversion Options in order to raise $5,000,000. Total funds to be raised will be $11,120,000 before
costs.

The Company intends to lodge a prospectus for the Rights Issue in June 2006, with a Record Date
of 8 June 2006.

Yandal has agreed to convert its Convertible Note early in return for 125,000,000 Early Conversion
Fee Options exercisable at $0.04 by 31 July 2008, subject to shareholder approval and subject to
performance by the Underwriter of its underwriting obligations. Yandal has requested that
25,000,000 of the Early Conversion Fee Options be issued to Mr Wilson, Mr Ryan and Mr Perring
in lieu of issue to Yandal, subject to shareholder approval.

If shareholders do not approve resclution 5 Yandal has no obligation to convert its Convertible
Note early, the Underwriter has no obligation to underwrite the Rights Issue and as a result, the
proposed Rights Issue will not proceed. The Company would remain the subject of a fixed and
floating charge in favour of Yandal {as security for the Company’s performance of the Convertible
Note} and the Company’s tenements would remain encumbered by a mining mortgage in favour
of Yandal. The Company would then need to pursue other fund raising opportunities in order to
fund the Company’s exploration programme and general working capital requirements.

1 Financial Statements and Reports

The Annual Financial Report, Directors” Report and Auditor’s Report for the Company for
the year ending 31 December 2005 will be laid before the meeting.

There is no requirement for Shareholders to approve these reports. However, the
Chairman will allow a reasonable opportunity for Shareholders to ask questions or make
comments about those reports and the management of the Company. Shareholders will
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also be given a reasonable opportunity to ask the auditor questions about the conduct of
the audit and the preparation and content of the auditor’s report.

In addition to taking questions at the meeting, written questions to the Chairman about
the management of the Company, or to the Company’s auditor about:

. the preparation and content of the Auditor’s Report;
. the conduct of the audit;
. accounting policies adopted by the Company in relation to the preparation of the

financial statements; and
. the independence of the auditor in relation to the conduct of the audit

may be submitted no later than 5 business days before the meeting date to Greg
Meyerowitz of Ernst & Young {refer to the Corporate Directory).

2 Adoption of Compensation Report

The Compensation Report of the Company for the financial year ending 31 December
2005 is set out in the Director’s Report on pages 23 to 26 of the Company’s Annual Report.

The Compensation Report sets out the Company’s remuneration arrangements for the
executive and non-executive Directors and executive emplovees of the Company.

A reasonable opportunity will be given for the discussion of the Compensation Report at
the meeting. Shareholders should note that the vote on this resolution is advisory only
and does not bind the Company or the Directors.

3 Election of Directors

in accordance with Listing Rule 14.4 and clause 12.2 of the Constitution, at every Annual
General Meeting, one third of the Directors for the time being must retire from office and
are eligible for re-election. The Directors to retire are to be those who have been in office
for 3 years since their appointment or last re-appointment or who have been longest in
office since their appointment or last re-appointment or, if the Directors have been in
office for an equal length of time, by agreement. My Atkins is required to retire, as a
result.

In addition, clause 12.4 of the Constitution and Listing Rule 14.4 require that any Director
appointed by the Board, either to fill a casual vacancy or as an addition to the Board, must
retire at the next Annual General Meeting following his or her appointment, but remains
eligible for re-election at that Annual General Meeting. Mr Wilson,, Mr Ryan and Mr
Perring are required to retire as a result.
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4 Remuneration of Non-Executive Directors

Listing Rule 10.17 and clause 12.7 of the Constitution provide that the maximum
aggregate amount of the remuneration payable to non-executive Directors is to be
determined by Shareholders in an annual general meeting. The current maximum
aggregate amount is $200,000 per annum.

This resolutionn seeks Shareholder approval to confirm this amount which is to be
apportioned between the non-executive Directors as determined by Board resolution.

The Directors excluded from voting on the resolution, being non-executive Directors, are:

(@) My Atkins, and
(b) My Ryan.
5 Approval of the Issue of Securities (Resolutions 5, 6, 7 and 8)

Resolutions 5, 6, 7 and 8 seek shareholder approval in order to comply with the
requirements of ASX Listing Rule 10.11, and sections 195 and 208 of the Corporations Act.
Resolutions 5 and 7 also seek shareholder approval in order to comply with the
requirements of section 611 of the Corporations Act.

Each of these requirements is addressed below.

ASX LISTING RULE 10.11

ASX Listing Rule 10.11 provides that a company must not issue equity securities to a related party
of the company, such as a director or a substantial shareholder holding 10% or more of the issued
Shares in the company, without the company obtaining shareholder approval by ordinary
resolution.

Under Resolutions 3, 6, 7 and 8, the Company seeks approval from Shareholders for the issue of
Early Conversion Fee Options to Yandal, a related party by virtue of its substantial shareholding in
the Company of 10% or more, and to three of the Company’s Directors, Mr Wilson, Mr Ryan and
Mr Perring, or their nominees, as detailed in Resolutions 6, 7 and 8.

The Company intends to issue the Early Conversion Fee Options as soon as practicable following
the Annual General Meeting and the closing date of the Rights Issue proposed to be undertaken by
the Company in June 2006. This is expected to be no later than three months after the meeting.
ASX have waived the usual requirement to issue the Early Conversion Fee Options within one
month following the meeting,.

Approval under ASX Listing Rule 7.1 is not required if the same issue is approved by Shareholders
pursuant to Listing Rule 10.11 (as provided for by Listing Rule 7.2, exception 14).
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Under Chapter 7 of the ASX Listing Rules, there are limitations on the capacity of the Company to
enlarge its capital by the issue of equity securities. ASX Listing Rule 7.1 provides generally that a
company may not issue shares or options to subscribe for shares equal to more than 15% of the
company’s issued share capital in any 12 months without obtaining shareholder approval
Shareholder approval will also preserve the Company’s 15% capacity to issue further securities.

The Early Conversion Fee Options will be granted for nil consideration, exercisable at $0.04 each.
A total of 125,000,000 Early Conversion Fee Options will be issued if Resolutions 5, 6, 7 and 8 are
approved, comprising 100,000,000 Early Conversion Fee Options to Yandal and the balance to the
relevant Directors as set out in Resolutions 6, 7 and 8. If all or any of Resolutions 6, 7 or § are not
passed, the number of Early Conversion Fee Options set out in the resclution or resolutions which
are not passed will be granted to Yandal in lieu of the named Director. Yandal has directed the
allocations and requested that Resolutions 6, 7 and 8 be put to the Shareholders in order to reward
Mr Ryan and Mr Wilson for their past performance, and to provide an incentive to Mr Wilson and
Mr Perring to enhance the future value of the Shares, for the benefit of all the Sharehoiders.

Resolutions 6 and 8 are conditional on Mr Wilson and Mr Perring respectively being re-elected as
Directors pursuant to Resolution 3, because the proposed issue of Early Conversion Fee Options to
Mr Wilson and Mr Perring includes an incentive element for future performance of these Directors.
Resolution 7 for the issue of Early Conversion Fee Options to Mr Ryan is not expressed to be
conditional on his re-election as a Director because the proposed issue is intended to reflect his
past performance.

The Company will raise $5,000,000 if all of the 125,000,000 Early Conversion Fee Options are
exercised and Shares are subscribed for during the exercise period to 31 July 2008, These funds
will be used to further the Company’s exploration program and fund general working capital
requirements. There is no guarantee that the Early Conversion Fee Options will be exercised at
any time,

The issue of these Early Conversion Fee Options will be equal, upon conversion, to approximately
10.9% of the Company’s fully-diluted issued capital following the Rights Issue (and based on the
Assumptions below).

The 125,000,000 Early Conversion Fee Options will be issued on the terms and conditions set out in
Annexure A to this Explanatory Statement. The Company will not apply to ASX for Official
Quotation of the Early Conversion Fee Options.

SECTION 195 CORPORATIONS ACT

Resolutions 5, 6, 7 and 8 are alsc put pursuant to section 195 of the Corporations Act. This section
permits the Directors to seek Shareholder approval to a given matter where a majority of Directors
have a material personal interest in a matter being considered by the Board and there are not
sufficient remaining independent Directors to consider the resolution. Since all the Directors other
than Mr Atkins, Chairman, are materially interested in these resolutions, Shareholder approval is
also sought for the purposes of section 195 of the Corporations Act and the Directors have not, as a
Board, considered these resolutions except for the purposes of convening the meeting of
Shareholders.

S0447: Notice of Meating, Final 8



SECTION 208 CORPORATIONS ACT

Chapter 2E of the Corporations Act regulates the provision of financial benefits to related parties
by a public company. The granting of Early Conversion Fee Options contemplated by Resolutions
5, 6, 7 and 8 may constitute the provision of a financial benefit to a related party. Section 229 of the
Corporations Act includes as an example of a financial benefit, the granting of an option to a
related party.

A “related party” is widely defined and includes a director of a public company and specified
members of the director’s family. It also includes an entity over which a director maintains control
or a person who may be seen as acting in concert with the Company on the understanding that a
financial benefit will be received.

A “financial benefit” is construed widely and in determining whether a financial benefit is being
given, section 229 of the Corporations Act requires that any consideration that is given is
disregarded, even if the consideration is adequate. It is necessary to look at the economic and
commercial substance and the effect of the transaction in determining the financial benefit.

Chapter 2E of the Corporations Act prohibits the Company from giving a financial benefit to a
related party of the Company unless either:

1. The giving of the financial benefit falls within one of the exceptions to the provision; or

2, Prior shareholder approval is obtained to the giving of the financial benefit.

Information Requirements

For the purposes of Chapter 2E, Yandal and each of the Directors the subject of Resolutions 6, 7
and 8§ are considered to be related parties of the Company.

For the purposes of section 219 of the Corporations Act the following information is provided to
shareholders to enable them to assess the merits of the resolution.

The Related Party to Whom the Proposed Resolution Would Permit the Benefit to be Given

Yandal, Mr Wilson, Mr Ryan and Mr Perring {“Related Parties”).

The Nature of the Financial Benefit

The proposed financial benetit to be given is the issue of a total of 125,000,000 Early Conversion
Fee Options to the Related Parties, comprising 100,000,000 Early Conversion Fee Options to Yandal
if Resolutions 5, 6, 7 and 8 are all passed, or up to 125,000,000 Early Conversion Fee Options if one
or all of Resolutions 6, 7 and 8 are not passed. If Resolutions 6, 7 and 8 are all passed then the
financial benefit will be the grant of 3,600,000 Early Conversion Fee Options to Mr Wilson,
15,600,000 Early Conversion Fee Options to Mr Rvan, and 5,000,000 Early Conversion Fee Options
to Mr Perring. The Early Conversion Fee Options will be issued on the terms set out in Annexure
A to this Explanatory Statement.
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The Company currently has on issue 458,578,322 Shares and 20,900,000 unlisted options. On the
assumption that all of the existing options are not exercised, the Relevant Interests of the Related
Parties in Shares is set out in the table below. Using the same assumption, and further assuming

that:

(a)

152,859,440 Shares are issued pursuant to the Prospectus and an additional 160,359,440

Shares are issued following exercise of the Attaching Options and Underwriting Fee

Options;

(b)

the Conversion Shares;

()

2,600,000 Shares from Yandal for $80,000, pursuant to Terms Sheet Two;

(d)

Resolutions 5, 6, 7 and 8; and

(€)

("Assumptions”},

no motre Shares or options are issued or exercised by the Company,

Yandal converts its Convertible Note and exercises the Conversion Options attaching to

Mr Wilson acquires 10,000,000 Shares from Yandal for $400,000, and Mr Perring acquires

the Related Parties exercise the Early Conversion Fee Options to be issued under

the Relevant Interests of the Related Parties in Shares before and after the transactions described in
this Notice of Meeting is set out in the Relevant Interests Table below:

" Related Party with | Number of Shares | % of Shares on - Number of Shares | % _#f Shares on
TR . {Date of Notice of | (Date of Notice of -| -~ (Basedon ™ | "~ (Basedon ™ -
Meaeting) Meeting} Assumptions} Assumptions)
Mark William Wilson Nil Nil 15,000,000 1.3
Dermot Michael Ryan 15,000 0.003 15,025,000 1.3
Robert John Perring Nil Nil 7,000,000 0.6
Yandal 7,500,000 1.64 345,500,000 30.13

Note that the voting power of Yandal and Mr Ryan (which is the sum of their Relevant Interests,
and that of any other associates) is addressed below in relation to Section 611 of the Corporations

Act.
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Directors’ Recommendations

Each of Mr Wilson, Mr Ryan and Mr Perring decline to make a recommendation to Shareholders in
relation to Resolution 5 because they have a material personal interest in the outcome of
Resolution 3.

Mr Wilson declines to make a recommendation to Shareholders in relation to Resclution 6 because
he has a material personal interest in the outcome of Resolution 6.

Mr Ryan declines to make a recommendation to Shareholders in relation to Resolution 7 because
he has a material personal interest in the outcome of Resolution 7.

Mr Perring declines to make a recommendation to Shareholders in relation to Resolution 8 because
he has a material personal interest in the outcome of Resolution 8.

In accordance with section 195 of the Corporations Act, the Directors have not considered the
subject matter of Resolution 5 other than for the purposes of convening this Meeting,.

Mr Atkins, the only Director without a material personal interest in Resolutions 5, 6, 7 and §,
recommends that the non-associated Shareholders vote in favour of Resolutions 5, 6, 7 and 8
because he believes that the issues of Early Conversion Fee Options to the Related Parties is in the
best interests of the Company.

Other Information that is Reasonably Required by Members to Make a Decision and that is
Known to the Company or any of its Directors.

It is a requirement of ASIC that a doliar value be placed on the Early Conversion Fee Options to be
issued to the Related Parties. The Black-Scholes option price calculation method is regarded as
acceptable by ASIC as a valuation model where the Early Conversion Fee Options cannot be
readily valued by some other means.

In determining the dollar value, the Company is required to disclose the following assumptions

made:

{a) the Share price at issue date will be 3.5 cents per Share;

{b} the Early Conversion Fee Options are to be exercisable at $0.04 each;

{c) the Early Conversion Fee Options are to be exercised on or before 31 July 2008;
{d) price volatility of the Shares is approximately 73%;

{e) the average current risk free interest rate is 5.5%; and

{f) an average discount of 62.5% has been allowed, reflecting their unlisted status.
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On this basis, the implied “value” being received by each Related Party in relation to the Early
Conversion Fee Options is as follows (assuming Yandal receives 100,000,000 Early Conversion Fee
Options):

Related Party o | Value (3) T
Mark William Wilson 54,360

Dermot Michael Ryan 163,080

Robert John Perring 54,360

Yandal 1,087,200

The Related Parties who are Directors make the following additional disclosure.

The relevant Directors” base salaries per annum (including superannuation), or consulting fees,
and the total financial benefit to be received by them to 28 February 2006, when added to the
implied “value” to be received by each of the following Directors as a result of the issue of Early
Conversion Fee Options the subject of Resolutions 6, 7 and §, is as follows:

Dirgctor . " [_}es_cr_iptiqn..".'.ﬂ “| 8} p.a. | Value of Early Conversion | -Total Financial 3-_':
($)

Mark William Wilson | Consulting Fees 142,805 54,360 197,165

{Hostyle Pty Ltd)

Dermot Michael Ryvan | Salary 161,752 163,080 324,832

Robert John Perring Consulting Fees 29,150 54,360 83,510

{Quadramin)

Trading History

Over the last 12 months the Shares have traded between 4.5 cents per share (lowest) and 14.5 cents
per Share (highest). The latest trading price available at the time of preparing this Notice of
Meeting was 5.6 cents per Share.

There is a potential benefit that accrues to each of Yandal, Mr Wilson, Mr Ryan and Mr Perring if
the market trading price of the Shares issued following exercise of the Early Conversion Fee
Options exceeds the exercise price. This benefit would accrue on the sale of the Shares for an
amount in excess of the exercise price.

SECTION 611 CORPORATIONS ACT

The Corporations Act prohibits a person acquiring a relevant interest in the issued voting shares of
a company if, because of the acquisition, that person’s or another person’s voting power in the
company increases to more than 20%.

Under the Corporations Act a person’s voting power in a company is the total of the votes
attaching to the shares in that company in which that person has a relevant interest, and that
person’s associates {within the meaning of the Corporations Act) have a relevant interest.
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The voting power of a person in a company is determined by reference to section 610 Corporations
Act. By section 608 Corporations Act, in addition to being the registered holder of shares, a
relevant interest in shares is also achieved by having power to exercise or control the exercise of
votes or disposal of the shares. In addition, a person will have a relevant interest in securities held
by a company, if the person has over 20% voting power in that company.

Associates are determined as a matter of fact, for example where a person controls or influences
the board or the conduct of a company’s business affairs, or acts in concert with a person in
relation to the entity’s business affairs.

The Company regards Mr Ryan as an associate of Yandal because My Ryan may be considered to
be acting in concert with Yandal in relation to the Company’s affairs. In addition, a shareholder of
the Company which is not the subject of any of the resolutions being put to the Meeting,
Australian Gold Resources Pty Limited, is associated with Yandal and Mr Ryan, and as a result
will experience the same increase in its voting power as a result of resolutions 3 and 7 being
approved and the issue of securities taking place. Yandal, Mr Ryan and Australian Gold Resources
Pty Limited are termed “Associated Parties” for the purposes of this Explanatory Statement.

Based on the Assumptions, the voting power of Yandal at the date of this Notice of Meeting is
34.35% of the current issued Shares in Legend, which includes Mr Ryan’s relevant interest in
15,000 Shares. As a result of Resolutions being put to the Meeting and passed, the Associated
Parties’ respective voting power increases by 10.17% to 44.52%.

This assumes that Mr Ryan will take up his entitlement to 5,000 Shares under the Prospectus, and
exercise the Attaching Options.

Section 611 of the Corporations Act sets out certain exceptions to this general prohibition. Item 7
of section 611 of the Corporations Act provides a mechanism by which shareholders may approve
an issue of shares in a company to a person which would otherwise result in that person’s, or
another person’s, voting power in the company increasing to more than 20%.

In order for the Company to comply with the requirements of the Corporations Act {as viewed by
the ASIC under ASIC Policy Statement 74), the Company provides the following information to
Shareholders in relation to Resolutions 5 and 7.

Analysis of Whether the Proposed Transaction is Fair and Reasonabie

The Board has commissioned an Independent Expert’s Report to address the fairness and
reasonableness of the Early Conversion Fee Options issues under Resolutions 5 and 7.

The conclusion of the analysis undertaken is that the issue of Early Conversion Fee Options and
the issue of Shares consequent on any exercise of the Early Conversion Fee Options is not fair but
reasonable to non-associated Shareholders.

The Company strongly recommends that you read the report in full, a copy of which is set out in
Annexure C to this Explanatory Statement.

Other Information

The Company is also required to provide the following information to Shareholders in relation to
the proposed issues of the Early Conversion Fee Options to Yandal and Mr Ryan which will result
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in an increase in voting power otherwise in contravention of section 613 of the Corporations Act,

for the Associated Parties,

(@)

{b)

{c)

{d)

{e)

Identity of the Persons Proposing to Make the Acquisition and Their Associates

Approval is sought in relation to the issue of up to 125,000,000 Early Conversion Fee
Options to Yandal and 15,000,000 Early Conversion Fee Options to Mr Ryan .The
Associated Parties may act in concert with one another in relation to their registered
shares in Legend, and are regarded by themselves and the Company as related parties for
the purposes of the Corporations Act.

The Maximum Extient of the Increase in the Associated Parties’ Voting Power in the
Company that Would Result from the Exercise of the Early Conversion Fee Options

As at the date of the Notice of Annual General Meeting, Yandal has a voting power in the
Company of 34.35% on the basis of having a relevant interest in 7,500,000 Shares, and its’
associates having a relevant interest in 130,000,000 Shares. On the basis of the
Assumptions, Yandal will have a maximum voting power of 44.52% in the Company.

As at the date of the Notice of Annual General Meeting, Mr Ryan has a voting power in
the Company of 34.35% on the basis of having a relevant interest in 15,000 Shares, and its’
associates have a relevant interest in 157,485,000 Shares. On the basis of the Assumptions
(and assuming he takes up his entitlement to 5,000 Shares under the Prospectus and
exercises the Attaching Options}, Mr Ryan will have a maximum voting power of 44.52%
in the Company.

As at the date of the Notice of Annual General Meeting, Australian Gold Resources Pty
Limited has a voting power in the Company of 34.35% on the basis of having a relevant
interest in 149,985,000 Shares and its” associates having a relevant interest in 7,515,000
Shares. On the basis of the Assumptions, Australian Gold Resources Pty Limited will
have a maximum voting power of 44.52% in the Company.

Identity, Associations with the Associates and Qualifications of any Person who is
Intended to or will Become a Director if the Shareholders Agree to the Aliotment

The Company does not intend to appoint a new director in connection with the proposed
issue of Early Conversion Fee Options.

Statement of Associated Parties’ Respective Intentions Regarding the Future of the
Company if Shareholders Pass Resolutions 5and 7

it is the intention of the Associated Parties to continue to grow the value of the Company
for the benefit of all Shareholders, by Yandal providing strong support as a Shareholder
and through its nominated director, Mr Ryan.

Terms of the Proposed Allotment Between the Alloitees and the Company Which is
Conditional Upon, or Directly or Indirectly Dependent on, Shareholders’ Agreement
to the Allotment

The terms of the Early Conversion Fee Options are set out in Annexure A.
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{f) When the Alotment is to be Completed

The total 125,000,000 Early Conversion Fee Options will be issued no later than 3 months
following the Annual General Meeting,.

{g) An Explanation of the Reasons for any Proposed Allotment

The proposed grant of up to 125,000,600 Early Conversion Fee Options to Yandal is in
consideration of early exercise by Yandal of the Convertible Note and exercise of the
Conversion Options, in order to raise $5,000,000 capital to fund exploration and working
capital requirements, now, rather than at a later date as permitted by the terms of the
Convertible Note. This will result in removal of a first ranking security currently
registered against the Company in favour of Yandal, and will allow the discharge of
mortgages registered in favour of Yandal against the Company’s tenements. This is a
significant benefit to the Company in being able to move forward with assets free of any
encumbrances in favour of Yandal.

15,060,000 Early Conversion Fee Options are proposed to be issued to Mr Ryan in
recognition of his performance to date as Yandal's nominated director on the Board of the
Company.

if Resolution 7 is passed by Shareholders, Yandal will be issued with 100,000,000 Early
Conversion Fee Options, and Mr Ryan will be issued with 15,000,000 Early Conversion
Fee Options. If Resolution 7 is not passed by Shareholders, Yandal will be issued with
115,600,000 Early Conversion Fee Options pursuant to Resclution 5, and may also be
issued with a further 10,000,600 Early Conversion Fee Options if Resolutions 6 and 8 are
not passed by Shareholders. Shareholder approval for Resolutions 6 and 8 is not being
sought for the purposes of section 611 of the Corporations Act.

{h) The Interests of the Directors in Resolutions 5 and 7

Messrs Wilson, Perring and Ryan are interested in Resolution 5 because Yandal has been
instrumental in putting Resolutions 6, 7 and 8 to Shareholders, and those Resolutions are
each conditional on Resolution 5 being passed by the Shareholders. Resolutions 6, 7 and 8
if passed will deliver a financial benefit to those Directors, referred to above in relation to
section 208 of the Corporations Act.

Mr Ryan is interested in Resolution 5 because he will be issued Early Conversion Fee
Options if it is passed by Shareholders.

Details of the Relevant Interests in securities of the Company for each Director as at the
date of this Notice of Meeting are set out below.

Director Shares options
Michael William Atkins 155,000 300,000
Mark William Wilson Nil Nil
Robert john Perring Nil Nil
Dermot Michael Ryan 15,000 Nil
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(i) The Identity of Directors who Approved or Voted Against the Proposal

Since all the Directors other than Mr Atkins, Chairman, are materially interested in the
resolution, Shareholder approval is also sought for the purposes of section 195 of the
Corporations Act, referred to above, and the Directors have not, as a Board, considered
this resolution except for the purposes of convening the meeting of Shareholders.

{5 The Recommendation of Each Director as to Whether Non-Associated Shareholders
Should Agree to the Allotment and the Reasons

Mr Atkins, the only Director with no personal interest in Resolution 5, recommends that
the non-associated Shareholders vote in favour of Resolution 3 because he believes that
the issue of Options to Yandal is in the best interests of the Company. If Resolution 5 is
not approved, the capital raising proposed to be undertaken by the Company will not
proceed because the issue of the Early Conversion Fee Options is a pre-requisite to
Yandal’'s early conversion of the Convertible Note and immediate exercise of the
Conversion Options, and the Underwriter’s participation in the Rights Issue. The
Company would then need to explore other fund raising opportunities in order to fund
exploration and working capital.

Mt Atkins, Mr Wilson and Mr Perring, who have no personal interest in Resolution 7,
recommend that the non-associated Shareholders vote in favour of Resolution 7 because
they each believe that the issue of Early Conversion Fee Options to Mr Ryan is a fair
reward to Mr Ryan for his past performance as a director of the Company and is in the
best interests of the Company.

{k) Associates’ intention to Change Significantly the Financial or Dividend Policies of
the Company

There is no present intention to change the financial or dividend policies of the Company.
{B Whether Proposal is Fair and Reasonable

The Directors have appointed Bentleys MRI Perth Financial Services Pty Ltd as
Independent Experts and commissioned them to prepare an Independent Experts Report
to provide an opinion as to whether or not the proposals in Resolutions 5 and 7 are fair
and reasonable to the Sharehclders. The report is set out in Annexure C and it is
recommended that Shareholders read that report in its entirety.

Bentleys MRI Perth Financial Services Pty Ltd have concluded that the proposed
transaction is not fair but reasonable to the Shareholders. The Company strongly
recommends that you read the report in full, a copy of which is set out in Annexure C to
this Explanatory Statement.

The Early Conversion Fee Options will be issued on terms and conditions set out in
Annexure A. The Company will not apply to ASX for official quotation of the Early
Conversion Fee Options. Following exercise, the Shares will be issued on terms and
conditions set out in Annexure B.
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6 Ratification of Previous Issue of Shares (Resolution 9}

On 15 November 2005, the Company issued 30,000,000 Shares at $0.10 per Share to Orova
Mining Limited.

Resolutionn 9 therefore seeks approval under Listing Rule 7.4 to ratify the issue of
30,000,000 Shares for the purposes of Listing Rule 7.1, which provides generally that a
company may not issue shares equal to more than 15% of the Company’s issued share
capital in any 12 months without obtaining shareholder approval. Although the issue of
30,000,000 Shares did not exceed this amount, seeking a_pprova] under the Listing Rules
allows for the Company in future to issue a further 15% of its issued capital without
further reference to the Shares issued under this resolution.

Listing Rule 7.5 requires the Company to provide the foliowing information to
Shareholders in order to obtain Shareholder approval pursuant to Listing Rule 7.4:

. the number of Shares issued was 30,000,000;
. the Shares were issued to Orova Mining Lid (ACN 009 146 794);
. the Shares were issued at a deemed issue price of $0.10 per Share as part

consideration for the acquisition by the Company of Mt Gibson Gold Project
tenements, mining information, plant and equipment; and

. the Shares rank equally in all respects with all of the existing ordinary Shares on
issue.
7 Approval of Underwriting Fee Options Issue (Resolution 10)

The Company proposes to issue 7,500,000 Underwriting Fee Options on terms set out in
Annexure A, to the Underwriter (or nominee) as part of the fee payable for underwriting
the Rights Issue, conditional on the Rights Issue proceeding. The issue of the
Underwriting Fee Options will be equal to approximately 0.6% of the Company’s fully-
diluted share capital if all the Underwriting Fee Options are exercised by their exercise
date and applying the Assumptions.

The purpose of the issue is to partly pay for underwriting fees in relation to the Rights
issue. The intended use of the funds raised if the Underwriting Fee Options are exercised
is for exploration expenditure and general working capital.
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Listing Rule 7.1 provides generally that a company may not issue shares or options to
subscribe for shares equal to more than 15% of the company’s issued share capital in any
12 months without obtaining shareholder approval. Resolution 10 seeks this approval.

The Underwriting Fee Options will be allotted and issued following the Rights Issue and
not later than 3 months after the date of Shareholder approval.

The Board believes that the proposed issue of the Underwriting Fee Options is beneficial
for the Company as an alternative to paying cash consideration for this part of the
underwriting fee, and recommends Shareholders vote in favour of the resolution. It will
allow the Company to retain the flexibility to issue further securities representing up to
15% of the Company’s share capital during the next 12 months.
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Glossary

In this Explanatory Statement, the following terms have the following unless the context otherwise

requires:
Annexure
ASIC
ASX

Associated Parties

Assumptions

Attaching Options

Board
Company
Constitution

Conversion Options

Conversion Shares

Convertible Note

Corporations Act
Director

Early Conversion Fee
Options

Prospectus

mean as annexure to this Explanatory Statement.
means Australian Securities and Investments Commuission.
means Australian Stock Exchange.

means Yandal, Dermot Michael Ryan and Australian Gold Resources
Pty Limited.

means the assumptions adopted on page 10 of the Explanatory
Statement in relation to the Relevant interests Table.

means the options to subscribe for Shares attaching to the Shares offered
by the PProspectus.

means board of Directors.
means Legend Mining Limited ABN 22 060 966 145.
constitution of the Company.

means the options to subscribe for Shares attaching to the Conversion
Shares.

means the Shares issued upon conversion of the Convertible Note.

means the convertible note dated 10 November 2004 issued by the
Company to Yandal to secure debt of $5,000,000.

Corporations Act 2001 (Cth).
Director of the Company.

means the options to subscribe for Shares the subject of Resclutions 5, 6,
7, 8 and 10, the terms of which are set out in Annexure A.

means the prospectus to be issued by the Company in relation fo the
Rights Issue.
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Related Parties

Relevant Interest

Relevant Interests
Table

Rights Issue

Share
Sharcholder

Terms Sheet Two

Underwriter

Underwriting Fee
Options

Yandal

means Yandal, Mark William Wilson, Dermot Michael Ryan and Robert
John Perring.

has the meaning used in the Corporations Act and referred to on page
10 of the Explanatory Statement.

means the table showing Relevant Interests of the Related Parties on
page 10 of the Explanatory Statement.

means the non-renounceable rights issue by the Company to take place
in June 2006.

fully paid ordinary share in the capital of the Company.

shareholder of the Company.

means a Terms Sheet dated 10 March 2006 executed by Yandal, Mark
William Wilson and Robert John Perring for the acquisition of
10,000,000 and 2,000,000 Shares respectively from Yandal at $0.04 each
on arms length terms.

means Findlay & Co Stockbrokers Limited.

means the 7,500,000 options to subscribe for Shares, the terms of which
are set out in Annexure A, paid to the Underwriter of the Prospectus in

addition to a fee of 6% of funds raised by the Rights Issue.

Yandal Investments Pty Ltd ABN 89 070 684 810.
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(a)

{b)

{c)

{d)

{e)

)

{9)

Annexure A

Terms of Early Conversion Fee Options and Underwriting Fee Options

Exercise Date

The options are exercisable wholly or in part at any time before 5.00 pm (WST) on 31 july
2008. Options not exercised by that date shall lapse.

Exercise Price

Each option shall entitle the optionholder to acquire one fully paid ordinary share upon
payment of the sum of $0.04 per option to the Company.

Notice of Exercise

Each option may be exercised by notice in writing to the Company at any time before
their date of expiry. Any notice of exercise of an option received by the Company with
payment in full of the exercise price will be deemed to be a notice of the exercise of that
option as at the date of receipt.

Quotation of Shares on Exercise

Application will not be made to ASX for official quotation of the options. Application will
be made for official quotation of the shares issued upon exercise of options. The options
are non-transferable.

Participation Rights or Entitlements

There are no participating rights or entitlements inherent in the options and
optionholders will not be entitled to participate in new issues of securities offered to
shareholders during the currency of the options. However, the Company will ensure that
for the purposes of determining entitlements to any such issue, the record date will be at
least 10 business days after the issue is announced so as to give optionholders the
opportunity to exercise their options before the date for determining entitlements to
participate in any issue.

Shares Allotted on Exercise

Shares allotted pursuant to the exercise of options will be allotted following receipt of all
the relevant documents and payments and will rank equaily with the issued shares.

Reconstruction of Share Capital

in the event of a reconstruction {including consolidation, subdivision, reduction or return)
of the issued capital of the Company, all rights of the optiontholder shall be reconstructed
in accordance with the Listing Rules.
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{h) Bonus Issues

if, from time to time, before the expiry of the options the Company makes a pro rata issue
of shares to shareholders for no consideration, the number of shares over which an option
is exercisable will be increased by the number of shares which the optionholder would
have received if the option had been exercised before the date for calculating entitlements
to the pro rata issue.
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Annexure B

Terms of Shares

The following is a broad summary (though not necessarily an exhaustive or definitive statement)
of the rights attaching to the shares of the Company. Full details are contained in the Constitution,
available for inspection at the Company’s registered office.

(@)

{b)

{c)

{d)

{e)

)

Share Capital
All issued ordinary shares rank equally in all respects.
Voting Rights

At a general meeting of the Company, every holder of shares present in person, by an
attorney, representative or proxy has one vote on a show of hands and on a poll, one vote
for every fully paid share held, and for every contributing share held, a fraction of a vote
equal to the proportion which the amount paid up bears to the total issue price of the
contributing share.

Dividend Rights

Subject to the rights of holders of shares issued with any special or preferential rights (at
present there are none), the profits of the Company which the Directors may from time to
time determine to distribute by way of dividend are divisible among the shareholders in
proportion to the shares held by them respectively, according to the amount paid up or
credited as paid up on the shares.

Rights on Winding-Up

Subject to the rights of holders with shares with special rights in a winding-up (at present
there are none), on a winding-up of the Company all assets which may be legally
distributed amongst the members will be distributed in proportion to the shares held by
them respectively, according to the amount paid up or credited as paid up on the share.

Transfer of Shares

Shares in the Company may be transferred by instrument in any form which complies
with the Constitution, the Corporations Act, Listing Rules and SCH Business Rules.

Shares may be transferred by such means in accordance with Listing Rules and the SCH
Business Rules. The Directors may refuse to register a transfer of shares only in those
circumstances permitted by Listing Rules and SCH Business Rules.

Calls on Shares

Shares issued as fully paid are not subject to any calls for payment by the Company and
will not therefore become liable for forfeiture.

S0447; Notice of Meeting, Final 23



{g) Further Increases in Capital

The allotment and issue of any new shares is under the control of the Directors and,
subject to any restrictions on the allotment of shares imposed by the Constitution, Listing
Rules or the Corporations Act, the Directors may allot, issue or grant options over or
otherwise dispose of those shares to such persons, with such rights or restrictions as they
may from time to time determine.

{h) Variation of Rights Attaching to Shares

Where shares of different classes are issued, the rights attaching to the shares of a class
can thereafter only be varied by a special resolution passed at a separate general meeting
of the holders of those shares of that ¢lass, or with the writien consent of the holders of at
least three quarters of the issued shares of that class.

{t) General Meeting

Each shareholder will be entitled to receive notice of, and to attend and vote at, general
meetings of the Company and to receive notices, accounts and other documents required
to be furnished to shareholders under the Constitution, the Corporations Act and Listing
Rules.
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Independent Expert's Report

Bentleys @

Australio

The Directors

Legend Mining Ltd

Level 2

T
640 Murray Street T

O RS
5189

VVEST PERTH WA 5872

sdmingfhmeip rem 2o
v bentleys.com.an

Attention: Mr Mark Wilson

Dear Sirs.

LEGEND MINING LIMITED (“LEGEND” OR “COMPANY") (ABN 22 060 966 145)
MEETING OF SHAREHOLDERS PURSUANT TO SECTION 611 OF THE
CORPORATIONS ACT (“TCA”) RELATING TO THE PROPOSAL TO ISSUE OPTIONS

1.

1.1

1.2

1.4

INTRODUCTION

We have been requested by the Directors of Legend to prepare an Independsant
Expert's Report to determine the faimess and reasonableness relating to the
proposals pursuant to Resolutions 5 and 7 detailed in the Motice of Annual
General Meeting to Legend Sharehalders ithe “Natice™).

Rescution 5 proposes that shareholders approve the issue by Legend of
125,000,000 early conversion fee options (*Eardy Conversion Fee Options™ to
Yandal Investments Pty Wd (*Yandal™ and the issue of shares following
exercise of such Early Conversion Fee Optians, for the purposes and an the
terms set out in the Notice and Explanatory Statement.

Resolution 7 proposes that shareholders approve the issue by Legend of
15,000,000 Early Conversion Fee Options to Mr Ryan {or nominee) conditional
on Resolution 5 being passed, for the purposes and on the terms set out in the
Natice and Explanatory Statement.

The Company borrowed $5 million fram Yandal on 10 November 2004 and the
shareholders of the Company approved at the General Meeting on 10 January
2005 conversion of the loan of $5 million to, and the issue of, a Convertible
Mote of $5 million ("Caonvertible MNote’). The terms of conversion of the
Canvertible Naote provide that the Company will issue 125,000,000 ordinary
shares (“Canversion Shares’) and 125,000,000 free unlisted attaching options
exercisable at 4 cents each on ar before 31 May 2009 (*Conversion Options”).

The conversion period and repayment date of the Convertible Note is twenty-
four months from the date of issue and is convertible at the option of Yandal.

If Yandal does not elect to convert the Convertible Note within twenty-four
months of its issue. then the Company may choase to redeem the Convertible
Note by payment to Yandal of $5,000,000 and any unpaid interest.

<80 2000
322 TR

Financial Services Piy Lid
AT 32 064 200 260
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1.5

1.8

1.7

1.8

On 10 March 2006 the Company and Yandal entered info an agreement that,
subject to the approval of Resolution 5 by shareholders, the Company wili grant
125,000,000 Early Conversion Fee Cplions to Yandal in consideration of the
eady conversion of the Corwertible Note, due for repayment in December 2008
under the terms of the Convertible hote and Yandal's immediate exercise of
125.000,000 Conversion Options at 4 ¢enis sach o raise $5 milion. The
material terms of the Early Corwersion Fee Options include:

. grarded for ril consideration
. exercise price is 4 cents each
. axercisable on or before 31 July 2008

. Early Conversion Fee Options will not be listed on any stock
exchange

Resahgions & and 8 propose, conditional on Resolutions 3 and 5 being passed,
that Messrs Wilson and Pertring be issued 5,000,000 Early Conversion Fee
Options each in lisu of Yandal, to provide an incentive for future performance of
these dirgefors of the Company. Resoldlion 7 proposes, condifional on
Resclution 5 being passed, that Mr Ryan be issued 15,000,000 Early
Conversion Fee Oplions in tieu of Yandal, as a reward for his past performance.

i the Resolutions 3 and 5 to 8 are passed Yandal will receive 100.000,000
Early Conversion Fee Options, Mr Ryan will receive 15000000 Early
Conversion Feg Oplions, and MrWiison and Mr Perring will receive 5,000,000
Early Corwversion Fee Options each.

Fesolution 3 reguires sharsholders to approve the re-election of Messrs Wilson,
Ryan and Perring as directors of the Company.

Under Section 606 of the TCA, a person must not acquire a refevant interest in
issued voting shares in a company if because of the transaction, that persons or
someone else’s voling power in the company increases:

a} from 20% or below to more than 20%; or
o)) from a starfing point that is above 20% and below 50%.

Under Section 611 {#tem 7) of TCA, seclion 606 does not apply in refation to
any acquisition of shares in a company approved by resolution passed at a
general meeting at which no votes were cast in favour of the resolfution by the
acquirer or the disposer or their respeclive associaies. [n addition to the
information which section 611 requires the Company to give 1o the
shareholders, ASIC Policy Statement 74 requires inclusion in the nofice of
meeting of an independent expert's report on the fairmmess and reasonableness
of the transaction.

Under the TCA a person's voling power in a company is the total of the votes
attaching to the shares in thal company in which that person has a relsvant
inferest, and that person's associates (within the meaning of the TCA) have a
relevant interest.

GaAaT | IER from Seriflavs BRI i Legand, 1T Aer O 2

S0447: Notice of Meating, Final

26



18 The voting power of @ person in & company is determined by reference 1o
section 610 TCA. By section 608 TCA, in addition to being the registered
holder of shares, a relevant interest in shares is also achieved by having power
o exefcise or control the exercise of votes or disposal of the shares. In
addition, a person will have a relevant interest in securities held by a company,
if the person has over 20% voting power in that company.

1.10 Associates are determined as a matter of fact, for example where a person
controls or influences the board or the conduct of & comipany's business affairs,
or acts in concert with @ person in relation {o the entity’s business affairs.

1.11 The Company regards Mr Ryan as an associate of Yandal because Mr Ryan
may be considered to be acling in concert with Yandal in relation o the
Company's affairs. |n addition, a shareholder of the Company which is not the
subject of any of the resciutions being put to the Meeting, Austratian Gold
Resources Pty Limited, is associated with Yandal and Mr Ryan, and as a result
will experience the same increase in its veling power as a result of resoiutions &
and 7 being approved and the issue of securities faking place. Yandal, Mr
Ryan and Australian Gold Resources Pty Limited are termed "Associated
Parties™ for the purposes of this Explanatory Statement.

112 At the date of this report the Associated Parties have 3435% of the voting
power of the current issued capital in | egend based on none of the options
cutently on issue being exercised. As a result of the Resolutions being put to
the shareholders and passed, and on the following Assumplions:

ay 192,825,440 Shares and 152,858,440 Aftaching Options are issued
pursuart to the prospectus (referred to in clause 1.14 below) and an
additional 160,355,440 Shares are issued following exercise of the
Attaching Oplions and Underwriting Fee Options {referred 1o in clause
3.6 below);

b} Yandat convens its Convertible Note and exercises the Conversion
Ciptions attaching to the Conversion Shares,

c) Wr Wilson acquires 10,000,000 Shares from Yandatl for $400.000, and
Mr Pering acquires 2.000,000 Shares from Yandal for $80,000,
nursuant to Terms Sheet Two (referred fo in clause 3.2);

d} the Relevart Parties exarcise the Early Conversion Fee Options to be
fzsued under Resolutions &, 6, 7 and 8; and

e} no more Shares or options are issued or exercised by the Company,
the voting power of the Associated Parties will increase by 10.17% fo 44.52%.

113 There are eight other resolutions being put fo the shareholders of Legend. We
are not reporting on the faimess and reasonableness of any Resolutions other
than 5 and 7. We note that there are a number of condition precederts in
relation o the various Resolutions included in the Notice and these are
described and considered inthis report.

1.14 By way of explanation in relafion o the Assumptions, the Company will be
undertaking a non-rencunceable Rights Issue of 152 859,440 shares at 4 cenis
each on & one for three basis, with 152,859,440 Attaching Options to be listed
by the Australian Stock Exchange Lid {"ASX"}, exercisable at 4 cents by 31 July
2008. The Rights Issue will raise approximately $6,120,000 {before the costs of
the fssue) and will be underwritien by Findlay & Co Stockbrokers Lid
{"Underwriter”), subject o Yandal corwerting its Converlible Note early and
immediately exercising the Conversion Options in order o raise $5,000,000.
The Company intends 1o iodge a prospectus for the Rights Issue in June 2006,
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115 Yandal has agreed to corvert its Convertible Note and exercise the Conversion
Options in refurn for 125,000,000 Eary Conversion Fee Options, subject to
performance by the Underwriter of its underwriting obligations.

116 Apart from this introduction, this report constders the following:

. Summary of opinion

. Implications of the proposais

. Corporate history and nature of business of Legend
. Future direction of Legend

. Basis of valuation of Cptions

. Pro-forma financials

. Fairness and reasonableness of the offer

» Conclusion as to faimess and reasonablenass

. Bources of information

. Appentix A

2. SUMMARY OF OFINION

2.1 iy determining the faifness and reasonableness of the fransactions pursuant to
Resolutions 5 and 7, we have had regard for the definitions set out by the
Ausiralian Securities and Investments Commission ("ASIKC) in its Polioy
Statements 75 and 74, Policy Slatement 75 states that an opinion as o
whether an offer is fair and/or reasonable shall entail a comparison between the
allptment price and the value that may be atidbuted to the securifies being
allotted {fairness) and an examination {o determine whether there is justification
for the allotment price on objedtive grounds after reference to that value
{reasonableness).
Policy Statement 74 states that in all cases, where an acquisition of shares by
way of an allotment is to be approved by sharehoiders pursuant to section 811
{ltern 7} of TCA, & report by an independent Expert should be presented stating
whether or not the proposal is fair and reasonable, having regard to the interest,
of sharehoiders other than the proposed allottees {namely Yandal and Mr
Ryan.
Accordingly, our report relating to Resolutions § and 7 is concerned with the
faimess and reasonableness of the proposals with respect to the existing
shareholders of Legend who are not associated with the Associated Parfies
{"Mon-Associated Shareholders™).

BHAST IR fom Renflays b Legaed, 11 Aps O 4
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22 N oL Opirdon:

The proposals as outlined in Resolutions 5 and 7 which provide for the issue of
125,000,000 Early Conversion Fee Options to Yandal, or 115,000,000 Early
Conversion Fee Cplions to Yandal and Mr Ryan fogether (f Resclutions 3, 5
and 8 are passed), are considered on balance not fair but reasonahle o the
Non-Associated Shareholders.

The opinion expressed above is o be read in conjunction with the more detaited
analysis and comments made in this report.

Further, despite our opinion that the proposals as outlined are not fair to the
MNon-Associated Shareholders, which is determined by a comparison befween
the allotment price and the value that may be atiributed o the securities being
allotted, we are of the opinion that the proposal is reasonable for the foflowing
reasuns:

. Yandal is injecting a significant sum of cash info the Company. being
$3 million from the early conversion of the Convertible Note and the
wmymnediate exercise of the Conversion Options attached to the
Corwersion Shares. The early conversion of the Convertible Note fo
shares in the Company removes a significant liability payable by the
Company in cash ard also removes various restrictive terms
associated with the Convertible Note including the removal of the
securily granted fo Yandal over the Company’s assels to secure
performance by the Compary of the Converfible Mote. As the
Company has #imited cash resources the passing of these
Resolutions will not only inject cash but enhance the Company's
ability to atfract new investors and raise capial by removing the debt
and restrictive conditions described above;

. The Company is effectively raising $10 million of equity at minimal
capital raising costs,;

. The Rights Issue will raise approximately $6,120,000 {before the costs
of the tesue} and will be underwritten by Findlay & Co Stockbrokers
Lid {"Underwriter”), subject to usual and appropriate conditions and
termination events, and conditional on Yandal converting ifs
Convertible Note early and immediately exercising the Conversion
Oplions in order to raise $5000,000. Accordingly, Dy passing
Resclutions 5 and 7 (to approve the issue of Early Corwversion Fee
Cplions to Yandat and Mr Ryan), the Company will be able to proceed
with the underwritten Rights lssue.

This will allow the Company to increase its cash resources available
to fund its mining and exploration activities, which may significantly
increase its ability o generate future profits and increase the share
price of a Legend share, and

’ Should the transaction not proceed pursuant to Resolution 5, there

may be a level of uncertainty in relation to the future financial strength
of the Company.
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3.3

3.4

IMPLICATIONS OF THE PROPCSALS

As at 17 March 2008, there were 458578322 ordinary fully paid shares on
issue in Legend. The four significant shareholders at that date held 46 16% of
the issued capital and are as foliows:

No. of fully % of issued
paid shares fully paid
shares

Associated Parties”™ 187,500,000 34.35
Croya Mining Lid 30,000,000 6.54
Dowrwillow Py Lid 18,666,666 3.63
National Nominees Lid 7516433 1.64
Other investors 246 885 223 53 84
Total Shares on lssue 458,578,322 100

*Comprises Yandal Investments Pry Ltd (7,500,000 shares) and Australian Gold
Resources Ply Lid {149.985 000 shares) and Mr D Ryan {15,000 shares}.

Assuming:

ay 182,808,440 Shares and 152,859,440 Aftaching Options are issued
pursuant to the prospectus {referred fo in clause 114} and an
additional 160,352,440 Shares are issued following exercise of the
Aftaching Options and Underwriting Fee Options,

oy Yandal converts its Corwertible Note and exercises the Cornversion
Cplions attaching to the Cornversion Shares;

) Wr Wilson acquires 10,000,000 Shares from Yandat for $400,000, and
Mr Perring acquires 2,000,000 Shares from Yandal for $80,000,
pursuant o Terms Sheet Two (freferred to in clause 3.2);

d} all the optionholders exercise the Early Conversion Fee Options to be
fssled under Resolutions 5, 6, 7 and 8: and

e} no more Shares of options are issued or exercised by the Company.
the increased voling power of the Associated Parties wolld be:

No. of fully % of issued
paid shares fully paid
shares
Voting power cf Associated Parties 510,510,000 44.52

i the Early Conversion Fee Options, Aftaching Options and Underwriting Fee
Options are not exercised, the Agsociated Parties voling power would be
43,91 % of the expanded issued capital.

As Yandal will immediately exercise the 125,000,000 Conversion Options at an
exercise price of 4 cents each, the Compary will receive 35 milfion from Yandal.
Furher, the conversion of the Canvertible Note by Yandal will fully satisfy the
terms of repayment of the loan of %5 milien, which is paid by the issue of
shares in the Company and not cash.
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3.5

3.8

At the time of ihis report the following options were on issue ("Existing
Qptions™y:

Number Expiry Date Exercise Date Exercise

Price

2,350,000 (uniisted) 30/05/06 : Any time prior to expiry | 22 cents

15,000,000 20/04/07 | Any Hime prior to expiry | 20 cents

{unftisted)

50,000 {unlistech 30/07/07 ¢ Any time prior fo expiry | 20 cents

2,000,000 (uniisted) 702/08 : Any time prior to expiry | 10 cents

1,600,000 (unfisted) 30/07400 ¢ Any time prior to expiry | 30 cents

WYWe are advised by the directors of the Company that Yandal does not hold any
of the Existing Oplions.

Given the share price of a Legend share has averaged 5.4 cents per share
during March 2006 and has been for some time, trading at a significant discount
io the respective exercise prices of the Existing Options, it may be unlikely that
the Existing Options will be converted into shares in the near fulure.  As such,
for the purposes of this report we have assumed that none of the Existing
Cptions wilt be converted and therefore the voling power of the Associated
Parties in the Company will not be diluted. However, shouid any of the Existing
OCptions be converted to shares then the voling power of the Associated Parties
in the Company will be diluted.

Upon the passing and consummation of Resolution 5 the Underwriter fo the
Rights Issue will have an obligation {o underwrite the Rights issue, and a fee is
payable by the Company to the Underwriter of $367 200 cash and the issue of
7,500,000 unlisted Underwriting Fee Cptions that are exercisable at 4 cents
each on or before 31 July 2008

The Company intends to undertake the Rights issue in June 2006 and will issue
152 852,440 shares at 4 cents each, with 152,853 440 Aftaching Qptions to be
listed by ABX and exercisable at 4 cents each on or by 31 July 2008

The Convertible Note Agreement between the Company and Yandal included
the following terms:

. The loan is secured by a ragistered fixed and floating charge over all
agsets of the Company and a registersd mortgage cver the
Campany's mining fenements or applications for mining tenements;

. During the term of the Converiible Nole Yandsl has ihe dght o
appoint two direciors fo the Board of Legend and at any time if that
appointes resigns to replace that appoitee with another appointee;
and

. Dring the term of the Convertible Nole, | egend cannot surrender any
tenement or withdraw any applicafion for any fenement without the
pricr written consent of Yandal, which cannot be unreasonably
withield

if Resolution 5 is passed and consurmmated the above terms in relation to the
Convertible Note will no longer exist
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38

3.10

4.1

42

43

We gre advised by the directors of the Company that f Resolution D is passed
and consummated and given the Rights Issue is conditional upon passing this
Resolution and will become underwritten, the Company intends to repay a foan
of $3 million owed to Yandal, which is due for repayment on 31 May 2008.

The financial implications of the passing of Resclution § are included in
paragraph 6 of this report.

i Resclution 5 s not passed and consummated and Yandal does not convert
the Convertible Note then pursuant to terms of the Convertible MNote Agreement
the Compary is obligated to continue fo pay inferest on the loan of $5,000,000
at 10% per annum on & daily basis and is required to repay the loan in
December 2006,

Further, if Resolution S is not passed and consummated the Convertible Note
will not be converted early by Yandal, and a consequence of this is that the
Underwriter will have no obligation to underwrite the Righis Issue. We are
advised by the directors of the Company that the Rights Issue will not proceed
without this undenwyriting.

RECENT HISTORY AND FUTURE DIRECTIONS OF LEGEND

in January 2005 the Company acquired Gidgee Resources Lid from Australian
Gold Resources Ply Limited, which is associated with Yandal, and commenced
exploration for gold resources in this region. |n February 2005 all underground
processing of the Swan Bitter underground mine ceased operation and the
Company focused on exploration activities. In addition, during 2005 Legend
acquired the Mi Gibson project from Croya Mining Limited and commenced
exploration for zinc-copper base meials.

i January 2006 the Company signed a legally binding Terms Sheet with
Sunlcop Ply Lid for the sale of its 30.12% interest in the East Coast Minerals
Joint Venture, Munni Munni, for $400,000. This sale is subject fo cerain
conditions and if satisfied the transaction is to be completed on or before 25
April 2006.

The Company announced on 10 March 2006 an underwritten one for three
non—renounceable rights issue 1o raise $6,120,000 with free aftaching options
exercisable at 4 cents by 31 July 2008, which will be listed on the ASX. We
note that Yandal has agreed not {o feke up thelr entifements under the
proposed rights issue.

We have been advised by the Directors and management of Legend that:

. There are no proposals currently contermplated whereby Legend will
acquire any property or assets from Yandal or Mr Ryan or any other
party associated with them (however, Legend will issue 115,000,000
Farly Conversion Fee Options fo Yandal of Mr Ryan if Resolutions 5
and 7 are passed). Further, there are no proposals to transfer any of
the Company's property of ossets 1o Yandal or Mr Ryan or any other
party associated with them,

. The composifion of the Board will not change but is subject to the
passing of Resolution 3;

. There is no intertion to change the dividend or financial policy of
employment arrangements or business direction of the Company; and
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The Associaled Parties do not have any present intention fo inject
further funds info the Campany other than the potential exercise of the
125,000,000 Early Conversion Fee Oplions o be issued pursuant to
Resclutions Sand 7.

The directors of the Company advise that it will focus on major exploration and
rasource exiansion drilling programmes af both Mt Gibson and Gidgee, with the
objective of adding significantly to the projects mineral resource and ore reserve

hase.

Further, a new general technical expert, Mr Bob Perring, has been

appointed to the Company to oversee and manage that process.

8. Basis OF VALUATION OF EARLY CONVERSION FEE DPTIONS
51 Early Canversion Fee Options
511 in considering the proposal outiined in Resolution 5, we have sought

to determine if the issue of the 125,000,000 Early Conversion Fee
Oplions fo Yandal as consideration for the early corversion of the
Cornverdible Note of $5 million and the imimediale exercise of
125,000,000 Conversion Options for $5 million, is fair and reasonabie
to the Non-Associated Shareholders of Legend.

The Eary Conversion Fee Qptions issue pursuant o Resolufion 5
would be fair fo the Non-Associated Sharehoiders f the value of the
Farly Conversion Fee Qptions issued by the Company was less than
the value ascribed fo the benefits of the eady corversion of the
Convertible Mote of and the immediate exercise of the Conwversion
Opliors o raise $5 million, Accordingly, we have sought to detenrine
a theoretical value that could reasonably be placed on the Early
Conversion Fee Options and a value for early conversion and
kmmediate exercise of the Conversion Options for the purposes of this
report.

The Early Conversion Fee Optliens proposed fo be issued pursuant fo
Resolution 5 will not be listed on the ASX  Further, the Company
does not have any options on issue that are listed on the ASX, which
may be used to indicate a valuation of the Early Conversion Fee
Cptions.  As such, we have determined a theoretical valuation of the
Early Conversion Fee Options ulilising the Dlack Scholes modei,
which is the generally accepled model 1o value oplions for companies
that do not have a history of declaring dividends. |n determining the
theoretical valuation we have assumed the Tollowing:

- The share price at date of issue is 5.5 certs per share,

. The Early Conversion Fee Options are exercisable at 4
cents gach;

. The price volatility of share in the Company is 73.41% (as
pre Bioomberd);

* The Early Conversion Fee Options are to be exercised by 31
Juby 2008;

. The risk free interest rate is 5.5%;

. ~o early exercise by Optionholders; and
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» A discount range of 50% to 75% for non-negotiahility of the
Eatly Conversion Fee Options and recognition of the level of
trade relevant to number of potential shares fo be issusd
through the exercise of Early Conversion Fee QOplions.

5.1.4 Based on the above assumptions, the hypothetical value of the
125,000,000 Early Conversion Fee Gplions the subject of Resolution
5 is in the range of approximately $308,000 and $1,8Q0,000.

6. PRO-FORMA STATEMENT OF FINANGIAL POSITION OF LEGEND

We sef out below the audited Consolidated Balance Sheet of Legend as at 31
December 2005 and a Proforma Consolidated Balance Shest  The Pro-
Forma Consolidated Balance Sheet includes the issue of 125,000,000 Eary
Conversion Fee Qptions to Yandal at 3 value of $1.3538 million, representing the
average value of the range calculated in paragraph 5.1.4 of this report.

The Pro-Forma Consclidated Balance Sheet also includes the conversion of the
Convertible Note by way of the issue of 125,000,000 Conversion Shares 1o
repay the loan fo Yandal of 35 million, the immediate exercise of the
125,000,000 Conversion Options for 35 million cash.  Further, the estimated
costs of the above proposals are 575,000 and are included as a cost of capital
raising.

Additional assumptions included in the preparation of the Pro-Forma
Consolidated Batance Sheet include the following:

. The consurmmation of the Rights Issue (o raise $6.12 million cash and
associated costs with the issue incorporating $367,200 cash and
7,500,000 options valued at approximately $82 000, utilising the Black
Scholes model and assumptions outlined in paragraph 5.1.3 of this
report, and

. The repayment of the loan of $3 million due on 31 May 2006 and
payable to Yandal

Legend Consolidated Balance Sheet

Audited Pro-forma
31 December 3 December
2005 2005
Current Assets %000 $000
Cash asseis 407 8,085
Other Financial Assets 3,145 3,145
Receivables 52 o2
inventories 157 157
Other 30 30
3791 11 469
Non - Current Assets
Other Financial Assels 141 141
Property, Plant &
Equipment 1,831 1,831
Deferred Exploration 19,545 19,545
Costs ]
21517 21517
Total Assets 25,308 32,988
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Gurrent Liabilities
Fayables

Interest Bearing Liabilities
Provisions

Non-Currant Liabilities
Frovisions

Total Liabilities

MNet Assets

Equity

Contributed equity
Reserves
Accumulated losses
Net bauity

Audited
31 December
2005
$°000
621
8000
62

Pro-forma
31 December
2005
$°000
821

52

8,683

5883

3,208

3,208

3,208

11,881

3,208

3,891

13,417

28,098

37,038
447
(24,066)

51,348
1,813
{24.068)

13,417

29,095

8.1

8.2

7.1

72

Based on the above book values of the Consolidated Balance Sheet of Legend
at 31 December 2005, and the total number of shares on issue of 458,578,322,
the value of a share may be considered 2.83 cents per share (ignofng the
value, if any, of non-booked tax benefits).

Based on the above book values of the Pro-Forma Consclidated Balance Sheet
of Legend that incorporates the assumptlions above and the tofal number of
shares on issue of 861,578,322, the value of a share may be considered 3.38
cents per share (ignoring the value, if any, of non-booked tax benefits).

FAIRNESS OF THE OFFER

For the purposes of this report we have ascribed a theoretical value 1o the
125,000,000 Eerly Conversion Fee Options in a range of approximately
$906.000 and $1,800,000 at the date of granting the Early Conversion Fee
Options, based on the widely accepted Black Scholes valuation model {refer
paragraph 5.1.3 of this report).

The terms of conversion of the Convertible Note and the exsrcige of the
Conversion Options is not part of the censideration of this report, only the issue
of 125,000,000 Early Corversion Fee Oplions to the Associated Patlies.
Therefore, it may be considered reasconable to ascribe an infrinsic value to the
Company for the issue of the Barly Conversion Fee Opfions and for the
purposes of this report we have considered the cost saving of raising the same
amount of $10 million through a share issue.

The Company proposes to issue 125 000,000 Early Conversion Fee Options
valued between $960,000 and 1,800,000 as consideration for the eary
conversion of the Convertible Note and exercise of Conversion Oplions.  In
exchange, Yandal will receive Conversion Shares from the Company as full
payment of its 85 million loan and Yandal will pay $5 million cash to exercise its
Conversion Options under the Convertible Mole Agreement  As such, the
Company will effectively raise $10 million through the issue of shares ag
described at minimal cost.

GaAaT | IER from Seriflavs BRI i Legand, 1T Aer O 11

S0447: Notice of Meating, Final



7.3

8.1

8.2

8.3

i the Company were o raise an eguivalent amount of $10 million through a
public offer share placement it is lilkely it will pay various expenses including
pbroking fees, underwriter fees, legal fees and other consultani fees.

in our opinion the costs of raising $10 milion by way of a public share
placement may be up to 7% of the amount raised, totalling $700,000. Further,
we nole that the estimated costs payable for the issue of shares in relation {o
the Rights issue to raise $5.12 million is approximately $367 200 cash plus 7.5
million undisted options that have been valued ufilising the Black Scholes model
at a value of $82,000.

Therefore, it may be argued that the intrinsic value o the Company in relation o
the issue of the 125 000,000 fary Conversion Fee Options is the cost saving in
relation to a share capital issue of $10 million, which is estimated to be up to
$700.000.

Based on the sbove facis, we are of the opinion that the issue of up to
125,000,000 Eardy Conwversiorn Fee Options to be issued fo Yandal and Mr Ryan
is, technically, considered not fair to the non-associated shareholders of
Legend.

REASONABLENESS OF THE ODFFER

We set out below some of the advartages and disadvartages and other faclors
pertaining o the proposal pursuant to Resolutions S and 7.

Advantages

As noted in this report, i shareholder approval is obtained pursuant to
Resclution 5 the Convertible Note of & million from Yandal will be converted
infe 125,000,000 Conversion Shares and 125,000 000 Conversion Options in
fuill satisfaction of repayment of the lcan.

To extinguish the Convertible Note of 55 million at the end of the two year term
would require the Company io pay a significant cash payment. The directors of
Legend have advised that it is uniikely the Company will have 35 million surplus
cash respowces to repay this lkoan as the Company intends fo focus on an
aggregsive exploration program in the short term. As such, the Company may
be reguired to raise further debt or equity funding should it be required o repay
this loan. The early corversion of the Convertible Note as contemplated by
Resolution 5 may be considered less expensive and a less time consuming
option than traditional fund raising {brokers fees alone may be up o 6% of
funds raised).

Further, should a large capital raising be required, it may have to he at a
discount to the market rate and there is no guarantee that the Company can
raise the required amount.  Alsc, given the inherent speculative nature of
exploration activilies of the Compeny any large cash payments would likely
impact the Company’s working capital and may necessitate additional fund
raising fo ensure the Company can continue its normal business acfivities.

Regolution 5 also provides Yandal will immediately axercise 125,000,000
Conversion Options attached o the Convertible Note, and pay $5 million cash
o the Company o receive 125 000,000 shares at a price of 4 cents per share.

The Cormpany will effectively have raised $10 miflion through a share placement
and it will no longer be required 1o repay the 35 million lean to Yandal,
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6.4

85

8.8

As such, the Gompany has the opportunity fo raise $5 million to fund its working
capifal commitments and retire debt of $5 million. I the Company was required
to raise 310 milfion through a share placemant it may incur significant capital
raising costs and there is no certainly that this amount could be raised.

The agreement with the Underwriters is conditional upon the early conversion
by Yandal of the Converible Note and the immediate exercise of the
Conversion Options. As such, the passing of Resolution & will enable the
Company fo inject further cash resources into the Company and enable | to
fund its mining and exploration activities, which may significantly increase ils
ability to generate future profits and increase the share price of a Legend share.

The Convertible Note was issued on the following terms:

. The foar is secured by a registered fixed and floafing charge over all
assats of the Company and a registerad motigage over the
Company’s mining fenements or applications for mining tenements;

’ During the term of the Converfible Note Yandal has ihe nght fo
appoint kwo direciors to the Board of {egend and at any fime if that
appointee resigns to replace that appointee with ancther appointee;
and

. During the term of the Converlitle Note, Legend cannol surrender any
tenement or withdraw any application for any terement without the
prior wriften consent of Yandal which cannot be unreasonably
withheld

Upon the passing and consummation of Resolution 5 the Convertible Note will
be converted into shares in the Company and the terms of the Convertible Note
as described above will cease.

We are advised by the directors of the Company that the removal of the above
terme as well the repayment of the Convertible Note loan may increase the
Company's ability to attract new investors and may provide additional working
capital.

As such, the Company may increase ife cash resources available io fund its
mining and exploration activities, which may significantly increase ifs ability to
generate future profits and inoreasge the share price of a Legend share.

The net asset backing of the Company is improved marginally from 2.88 cents
per share to 3.38 cents per share if Resolution 5 is passed and consummated,
and the Righis issue is consummated.

Should Resolution § not be passed and consurnmated we believe there may be
a level of uncerainty in relation to the future financial position of the Company.
The conversion of the Convertible Note fo the Conversion Shares removes a
large liability from the Balance Sheet of the Company and the exercise of
Corwersion Options will inject 55 millon cash.  Further, the passing of
Resalution 5 will aliow the Rights Issue to raise $8 12 million to be underwritten.
The combined effect of the above will enhance the financial position of the
Company and arguably remove some uncertainty.
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Disadvantages

The Associated Parties would increase its voling power in the Company from
34.35% to 44.52% of the expanded issued capital if Resolution § is passed and
consuymmated, assuming the exercise of the Early Conversion Fee Options,
Attaching Options and Underwriting Fee Optiens.  Or if these oplions are not
exercised the immediate voling power of the Associated Parties is 45.91% of
the expanded issued capital in the Company.

The above will arguably transfer effective control of the Company {o the
Associated Parties, whom would have the ability fo influence future decisions
that may be for its own purposes. However, we note that the Associated
Paries will not obtain absolute contro! of the Company and presumably all
shareholders will benefit from decisions that are intended fo increase share
prices or generate future profits.

trrespective of the outcome of Resolwtion & and assuming no new shares are
issued, we note the Associated Parties may be able to increase its voling power
to 48.41% of the existing issued capital in the Company by the conversion of
the Convertible Note. These conversion ferms have been considered and
approved by shareholders in 2005.

Other

The terms of the 125 000,000 Early Conwversion Fee Options o be issued to the
Asgociated Parties includes the exercise price of 4 cents per share. The share
price of @ Company share reveals a 52 week high price of 14.5 cents per share
{24 March 2005) and a 52 week low price of 4.5 cents per share {1 March 2008)
and the average share price for March 2006 was 5.4 cents per share.

Therefore, the exercise price of 4 cents per share for the 125,000,000 Early
Conversion Fee Oplions proposed to be issued to the Associated Parties is
lower than the recant monthly average share price and is also below the 52
weel low price. Further, # is noted that the exercise price of 4 cents is the
same as the Attaching Options to the Righis Issue as well as the Underwriting
Fee Options.

As such, | may be considered that the exercige price of the 125,000,000 Early
Conversion Fee Options does not favour the Associated Parfies as it is
reasonable to expect a private share placement 1o be lower than the market
rate and is the same exercise price for the Attaching Options as well as the
Underwriting Fee Options.

included in the 2005 audited annhual financial statemernits are tak losses ot
brought to account of approximately $7.6 million. Under exisling taxation
legistation the Company may be able to offset these tax losses against fulure
faxable income i either the Same Businees Test or Continuity of Ownership
Test are satisfied.

As the Associated Parties have already significantly increased ifs holding of
shares in the Company, resuliant from the acquisition of Gidgee Resources Ltd,
and assuming Resolution 5 is passed, then there s likely to be a weakening of
the Company's ability io pass the Continuity of Ownership Test as described
above.

CONCLUSION AS TO REASONABLENESS

After taking into account the matters referred above and elsewhere in this
repoft, we are of the apinion that the proposals as outiined in Resolutions 5 and
7 may, on balance, be considered reasonable fo the non-associated
shareholders of Legend.
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10. SOURCES OF INFORMATION

101 In making our assessment as to whether the proposals are fair and reasanable,
we have reviewed relevant published available information and other
unpublished infarmation of the Company that is relevant to the current
circumstances. In addition, we have held discussions with the management of
Legend about the present and future operations of Legend. Stataments and
opinions contained in this report are given in good faith but in the preparation of
this report, we have relied in part on information provided by the directors and
management of Legend.

10.2 Information we have received includes, but is not limited to:

Draft Notice of General Meesting of Shareholders of Legend and draft
Explanatary Statement prepared to 4 April 2006;

Discussions with management and directors of Legend,

Details of historical market trading of Legend ordinary fully paid
shares recarded by the ASX to 4 April 2006;

Annual Report and audited accounts far Legend as at 31 December
2005;

Halfyear financial report for Legend as at 30 June 2005,
Announcements made by Legend ta the ASX to 4 April 2006:
Terms Sheet dated 10 March 2008;

Terms Sheet Two dated 10 March 2006 betweean Yandal, Mr Wilson
and Mr Perring;

Legend internet website; and
Caonvertible MNecte Agreaement, Share Sale Agreement, Loan

Agreement, Mining Act Mortgage and Fixed and Floating Charge
documents.

10.3 Our report includes Appendix A attached to this report

Yours faithfully

BENTLEYS MRI PERTH FINANCIAL SERVICES PTY LTD
{Australian Financial Services Licence No. 258864)

/".‘

MAURICE L ANGHIE

DIRECTOR

62447, ER from Bznflzys MR tc Legend, 11 Apr 06 15
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APPENDIX 4
FINARCIAL SERVICES GUIDE
Bentlay MRI Parth Financial Services Pty Lid

1. Bentieys MRI Perth Financial Services Ply Lid {(ABN 92 064 280 260) (BMRIFS) is a
specialist valuation firn which provides valuation advice, valuation reports and Independent
Expert's Reports in relation to takeovers and mergers, commercial litigation, tax and stamp
duty matters, assessments of economic loss, commercial and regulatory disputes.

2 BMRIFS hoids Australian Financial Services Licence No 259864
Financial Services Guide

3. The Corporations Act 20071 authorises BMRIFS to provide this Financial Services Guide
{FSG] in connection with its provision of the Independent Expert Report {Report) {o be sentto
Legend bMining Lid ("Legend™} in relation to the issue of Options fo Associated Parties.

4. This FSG is designed o assist retail clients in their use of any general financial product
advice contained in the Report. This FSG condains information about BMRIFS generally, the
financial services we are licensed o provide, the remuneration we may receive in connection
with the preparation of the Repor, and if complaints against us aver arise how they will be
dealt with.

Financial services we are licensed to provide

5, Cur Australian financial services licence allows us fo provide financial product advice for the
following classes of financial products:

. securities; and

- superannuation

to retail and wholesale clients.
General financial product advice

6. The Report containg only general product advice. It was prepared without taking into acoount
your personat objectives, financial situation or nesds.

T You showd consider your own objectives, financial situation and needs when assessing the
suitabilify of the Report to your own sifualion.  You may wish to oblain personal financial
product advice from the holder of an Australia Financial Services Licence fo assist you in this
assessment.

Fees, commissions and other benefits we may receive

8. BMRIFS charges fees fo produce repots, including this Report.  These fees are negotiated
and agreed with the entity who engages BMRIFS to provide a report. Fees are charged on
an hourly basis or as a fixed amount depending on the terms of the agreement with the
person who engages us.

9 Meither BMRIFS nor iis directors and officers receive any commissions or other benefits,
except for the fees for services referred to above.

13, All of our emnployees receive a salary. Qur employees are eligible for bonuses based on
overall performance and the firm's profitability, and do not receive any commissions or other
benefits arising directly from services provided o owr clients. The remuneration paid to our
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directors reflecis their individual contribution to the company and covers all aspects of
performance. Our directors o not recelve any commissions of other benefits arising directly
from services provided to our clierts.

1. We do not pay cormmissions of provide other benefits to other parties for refetring prospective
clients to us.

Complaints

12 If you have a complaird, please raise it with us first, using the contact details listed below. We

will enicleavour to satisfactorily resolve your complaint in a timely manner.

13. If we are not able to resolve your complaint 1o your satiefaction withine 45 days of yvour written
natification, you are entitied to have your matier referred to the Financial Industry Complaints
Service {FICS), an external cornplaints resolulion service. You will not be charged for using
the FiCS service.

Contact details

14 BMRIFS can be cortacted by sending a letter to the following address:
Level2
10 Kings Park Road

West Perth WA 6005

[ dnaresTel Al elption Vatunfiormin e R Serdls v AR 10 Legend, 11 Spean

S0447: Notice of Meating, Final

41



GUALIFICATIONS, DECLARATIONS AND CONSENTS
Qualifications

1. BMRIFS is a licensed investment adviser under the Corporations Act BMRIFS's authorised
representatives have exdensive experience in the field of corporate Bnance, particularly in
refation to the valuation of ehares and businesses and have prepared numerous valuations
and Independent Expert's Reports.

2 This report was prepared by Mr Maurice Anghie who is a director of BMRIFS. Mr Anhgie has
over 30 years experience in the provision of valuation advice.

Declarations

3. This Report has been prepared at the request of Legend and is {o be used in the Notice of the
Annuat General Mesting on 30 May 2006, | is not intended that this Report should serve any
nurpose ofher than as an expression of our opinion in refation the matters it refers.

interasts

4, At the date of this report, neither BMRIFS or Mr Angie have any interest in the outcome of the
Resclutions considered in the Reporl. BMRIFS is ertitied to receive a fee for the preparation
of this report based on fime expended at our standard hourly professional rates.  With the
exception of the above fee, BMRIFS wilt not receive any other benefits, either directly or
indiractly, for or in connection with the preparation of this report.

Indemnification

o] As a condifion of BMRIFS's agreement io prepare this report. Legend agrees to indemnify
BMRIFS in relation to any claim afising from or in connection with ifs reliance on infermation
of documentation provided by or on behalf of Legend which is false or misleading or omils
matertal particulars or arising from any failure to supply relevant documents or information.

Consents

& BMRIFS does not consent to the inclusion of this report in the form and context in which it is
any publication without its express awthority.
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