CORPORATE GOVERNANCE STATEMENT OF CHINA YUNNAN COPPER AUSTRALIA
LIMITED ACN 070 859 522

The Board of Directors (Board) of China Yunnan Copper Australia Limited ACN 070 859 522
(China Yunnan or Company) is responsible for the corporate governance of the Company. The
Board guides and monitors the business and affairs of the Company on behalf of the shareholders
by whom they are elected and to whom they are accountable.

The Company’s Corporate Governance Charter is structured with reference to the ASX Corporate
Governance Council’s (the Council) “Principles of Good Corporate Governance and Best Practice
Recommendations” (Best Practice Recommendations). The Company advises that the
Company’s practices are largely consistent with those ASX guidelines.

Whei’e the Company’s corporate governance praclices do not correlate with the practices
recommended by the Councll, the Company is working towards compliance however it does not
consider that all practices are appropriate for the Company due to the size and scale of Company
operations.

The Board is of the view that with the exception of the departures to the Council’'s Best Practice
Recommendations as are set out below it otherwise complies with all of the Council’'s Best Practice
Recommendations.

Departures From Best Practice Recommendations:

2. Structure the Board to add value

2.1 A majority of the board should be independent directors.

Best Practice Recommendation 2.1 reqguires a majority of the board to be independent directors.
The Council defines independence as being free from any business or other relationship that could
materially interfere with - or couid reasonably be perceived to interfere with- the exercise of a
director's unfettered and independent judgement.

The following is summary of the non-independent directors a

Name Position Reason for non-compliance

Jason Beckton Executive  Director  Mr Beckton is an Executive Director and provides
executive services to the Company.

Dr Mark Elliot Managing Director Mr Elliot is a director of Elliot Exploration Co Pty
Lid, which provides consultancy services to the

Company.
Dr Shalou Zou Co Non-Executive | Mr Zou is a nominee of China Yunnan Copper
Chairman (Australia) Investment and Development Co.Lid,
the holder of some 21.16 % of the Shares in the

Company.
Dr Weiping Yu Non-Executive Mr Yu is a nominee of China Yunnan Copper
Director (Australia) Investment and Development Co. Lid,

the holder of some 21.16 % of the Shares in the
Company.




Zewen Yang Non-Execuiive Mr Yang is a nominee of China Yunnan Copper

Director (Australia) investment and  Development Co.Lid,
the holder of some 21.16% of the Shares in the
Company.

Mr Norman Zillman, a co Non- Executive Chairman holds some 8,000,000 shares in the Company.
Despite his substantial shareholding , the Board considers that Mr Zillman, an experienced public
company director, ought to be considered an independent director as based on historical
experience , he would be expected at all fimes o exercise an independent judgment .

Explanation for Departure

The existing structure is considered appropriate given the small scale of the Company's enterprise
and the associated economic restrictions this places on the Company. The existing structure is
aimed at maximising the financial position of the Company by keeping its operating costs to a
minimum.

The Board believes that although the Board is not considered independent with regard to the
Council’'s definition of independence, all directors are able to act and will continue to act in the best
interests of the Company as a whole at all times.

The Board may consider appointing further independent directors in the future but does not
currently consider its non-compliance with this recommendation o be detrimental to the Company
given its current size and scale of operations.

2.2 Provide information indicated in Guide to Reporting on Principle 2.

The skills, experience and expertise relevant to the position of director held by each director of the
Company is included in the Prospectus of the Company dated 27 August 2007. The Company will
provide this information as well as information regarding any non-compliance with Best Practice
Recommendations 2.1, 2.2, 2.3, 2.4 or 2.5 in ifs future annual reports. Also, in the corporate
governance section of its future annual reports the Board will provide the following material;

® The names of directors considered by the Board to constitute independent directors and the
Company’s materiality threshoids; and

. A statement as to whether there is a procedure agreed by the Board for directors o take
independent professional advice at the expense of the Company; and

. The term of office held by each director at the date of the annual report.

The following material will be made publicly avaitabie;

* A description of the procedure for the selection and appointment of new directors to the
Board.

The Corporate Governance Charter will be posted on the Company’s website.
2.4 and 9.2 The Board should establish a Nomination Committee.

Notification of Departure




Separate nomination and remuneration committees have not been formed. However, the Company

has adopted Nomination and Remuneration Committee Charlers.
Explanation of Departure

The role of the nomination and remuneration committees is carried out by the full Board in
accordance with the appropriate charters. The Board considers that at this stage, no efficiencies

or other benefits would be gained by establishing separate committees.

3. Promote ethical and responsible decision-making.
3.3 Provide the information indicated in Guide fo Reporting on Principle .3

The Company will explain any departure from Best Practice Recommendations 3.1, 3.2 or 3.3 (if
any) in its future Annual Reports.

The Corporate Governance Charter will be posted on the Company’s website.

4. Safeguard Integrity in financial reporting.

4.1 Require the CEO {or equivalent} and the CFO (or equivalent} to state in writing to the
Board that the Company’s financial reports present a true and fair view, in all material
respects, of the Company’s financial condition and operational results and are in
accordance with refevant accounting standards.

The CEO and CFO will provide the Board with this statement at the relevant time.

4.2 and 4.3 The audit committee should be structured so that it:

* consists only of non-executive directors;

* consists of a majority of independent directors;

* is chaired by an independent chair, who is not chair of the board;

* has at least three members.

Notification of Departure
A separate audit committee has not been formed.
Explanation for Departure

The role of the audit committee is carried out by the full Board. The Board considers that given its

size, no efficiencies or other benefits wouid be gained by establishing a separate audit committee.

4.5 Provide the information indicated in Guide to Reporting on Principle 4.



The Company will provide details of the members of the audit Commitiee, the number of meetings
of the audit Committee and the names of the attendees in its future annual reporis.

The Company will provide an explanation of any departures from Best Practice Recommendations
4.1, 4.2, 4.3, 4.4 and 4.5 in its future Annual Reports.

The Corporate Governance Charter will be posted on the Company’s website.
5. Make timely and balanced disclosure
5.2 Provide the information indicated in Guide to reporting on Principle 5.

The Company will provide an explanation of any departures from Best Practice Recommendations
5.1 or 5.2 (if any) in its future Annual Reports.

The Corporate Governance Charter will be posted on the Company’s website.

6. Respect the rights of shareholders

6.2 Request the external auditor to attend the annual general meeting and be available to
answer shareholder questions about the conduct of the audit and the preparation and

content of the auditors report.

The Board will request the external auditor to attend all future annual general meetings of the
Company.

7. Recognise and manage risk

7.2 The CEO (or equivalent) and the CFO (or equivalent) should state to the Board in writing
that:

e The statement given in accordance with Best Practice Recommendation 4.1 (the
integrity of financial statements} is founded on a sound system of risk management
and internal compliance and control which implements the policies adopted by the
board; and

. The Company’s risk management and internal compliance and control sysiem is
operating efficiently and effectively in all materiai aspects.

The Board will request that the CEO and CFO provide such a statement at the relevant fime.

7.3 Provide the information indicated in Guide to reporting on Principle 7.

The Company will provide an explanation of any departures from Best Practice Recommendations
7.1, 7.2 and 7.3 (if any) in its annual reports.

9. Renumerate Fairly and Responsibly
9.5 Provide the information indicated in Guide to reporting on Principle 9.

The Company will provide an explanation of any departures from Best Practice Recommendations
9.1, 9.2, 9.3 and 9.4 (if any) in its annual reports.
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