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DIRECTORS' REPORT

The Directors present their report on the consolidated entity (the “Group”) consisting of Grange
Resources Limited (“Grange” or “the Company”) and the entities it controlled at the end of, or during,
the year ended 31 December 2013.

Directors

The following persons were Directors of the Company during the whole of the 12 month financial year
ended 31 December 2013 and up to the date of this report:

Neil Chatfield
Clement Ko
John Hoon
Honglin Zhao

Michelle Li was appointed non-executive Director and Chairman of the Company from 29 October
2013.

Wayne Bould was appointed Managing Director of the Company from 4 June 2013.

Zhigiang Xi was non-executive Director and Chairman of the Company until his resignation on 29
October 2013.

Richard Mehan was Managing Director of the Company until his resignation on 4 June 2013.
Information on Directors

Michelle Li, Age 49 PhD, GAICD
Non-executive Chairman, Member of the Audit Committee, Member of the Remuneration and
Nomination Committee, and Member of the Health Safety and Environment Committee

Ms Li was appointed as non-executive Chairman on 29 October 2013. She is a mineral processing
engineer and metallurgist with over 20 years' experience in the Australian mining sector. Her
experience includes senior roles at Citic Pacific, Rio Tinto and lluka Resources, as well as a senior
project role at the Grange Resources Southdown project.

Ms Li has a PhD from the University of Queensland and was previously a non-executive Director of
Sherwin Iron Limited from 2012 until 2013.

Neil Chatfield FCPA, FAICD, Age 59

Deputy Non-executive Chairman, Chairman of Remuneration and Nomination Committee, Chairman of
the Health, Safety and Environment Committee, Chairman of Committee of Independent Directors and
Member of the Audit Committee.

Mr Chatfield is an experienced executive and Non-executive Director and has over 35 years’
experience in the resources and transport sectors. He has extensive experience in financial
management, capital markets, mergers and acquisitions and risk management.

Mr Chatfield is currently Non-executive Chairman of Seek Limited (since 2012) and Non-executive
Director (since 2005), Non-executive Director of Transurban Group (since 2009) and Non-executive
Chairman of Virgin Australia Holdings Limited (since June 2007) and Non-executive Director of Recall
Holdings Limited (since 2013). Mr Chatfield was previously an executive Director of Toll Holdings
Limited from 1998 to September 2008 and a Non-executive Director of Whitehaven Coal from 2007 to
2012.
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Wayne Bould, Age 61
Managing Director; Member of the Health, Safety and Environment Committee, Member of the
Committee of Independent Directors

Mr Bould, formerly the Company’s Chief Operating Officer, was appointed Managing Director on 4
June 2013 and has over 40 years’ practical and managerial experience in the petroleum, forestry and
mining sectors. He joined Grange in May 2008 and was integrally involved in the completion of the
merger with Australian Bulk Minerals and the successful integration of the two businesses.

Prior to joining Grange, Mr Bould was the Director, Business Excellence for Newmont Mining
Corporation's global business operations. Mr Bould also has considerable experience as a senior
manager in management consulting, in the downstream oil industry with Shell Australia, and in the
manufacture and distribution of timber products with Auspine.

Mr Bould is an active contributor to the Tasmanian mining sector and is the current President and a
Director of Tasmanian Minerals Council. In addition he is an industry representative member on the
Joint Commonwealth and Tasmanian Economic Council.

Honglin Zhao, Age 60
Executive Director

Mr Zhao is a Director on the Board of the Jiangsu Shagang Group, ultimate shareholder of Shagang
International Holdings Limited and China’s largest private steel company. He is also a Director of
Shagang International (Australia) Pty Ltd.

Mr Zhao has over 38 years’ experience in the industry and was previously the Commander of Project
Development Headquarters with Shagang. Mr Zhao has extensive project management and
implementation experience and expertise.

John Hoon, CA, FGIA, GAICD, Age 54

Non-executive Director, Chairman of Audit Committee, Member of the Remuneration and Nomination
Committee, Member of the Health, Safety and Environment Committee and Member of the Committee
of Independent Directors

Mr Hoon has a strong background in financial and audit matters and has an extensive Australian and
South East Asian business network across a wide range of sectors. He was previously a Director of
Bao Australia Pty Ltd, a subsidiary of China Shanghai Baosteel Corporation which is one of the largest
listed companies in China and which has numerous joint ventures with Australian mining companies.
In addition, Mr Hoon together with his associates, successfully founded and established Navitas
Limited, an Australian listed company providing private business and English language education. Mr
Hoon was previously a non-executive Director of Drake Resources Limited from 2011 until 2013.

Clement Ko LLB, MBA, Age 50
Non-executive Director

Mr Ko is the Chairman and sole shareholder of Pacific Minerals Limited, the sole member of Pacific
International Co Pty Ltd (one of the current shareholders of Grange). Prior to founding Pacific Minerals
Limited, Mr Ko worked for BHP Billiton (China) Ltd as a senior regional marketing manager. Mr Ko has
more than 20 years of experience in the mining sector with extensive experience in marketing and
sales.

Company Secretary
Ms Pauline Carr BEc, MBA, FCIS, FAICD

Ms Carr is a qualified chartered secretary and experienced executive with over 28 years management
and commercial experience in the resources industry with both Australian and international companies.
In addition, she has 20 years of comprehensive hands on company secretarial, compliance and
governance experience with listed company boards. She also provides governance, management
support, compliance, risk management and business improvement consultancy services to
organisations in a range of sectors.
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Pauline is a fellow with both the Australian Institute of Company Directors and the Governance Institute
of Australia (formerly Chartered Secretaries Australia). She was a member of the Governance
Institute’s South Australian Branch Council and the National Legislative Review Committee for many
years and is a regular presenter of seminars for governance professionals.

Principal Activities
During the period, the principal continuing activities of the Group consisted of:

e the mining, processing and sale of iron ore; and
e the ongoing exploration, evaluation and development of mineral resources particularly, the
Southdown Magnetite and associated Pellet Plant Projects.

Dividends
Dividends paid to members during the financial year were as follows:

2013 2012

$'000 $°000
Unfranked interim dividend for the year ended 31
December 2012 — 1.0 cent per share (2011: 3.0
cents per share) (11,564) (34,643)

Unfranked interim dividend for the year ended 31
December 2013 — 1.0 cent per share (2012: 1.0
cent per share) (11,565) (11,555)

Total dividends provided for or paid (23,129) (46,198)

These dividends were declared NIL conduit foreign income.

In addition to the above dividends which we paid during 2013, the directors have recommended the
payment of an unfranked dividend of $23.1 million. This represents an ordinary final unfranked
dividend of 1.0 cent per share for the year ended 31 December 2013 and an additional special
unfranked dividend of 1.0 cent per share for the same period. This final and special dividend was
declared NIL conduit foreign income and will be paid on 4 April 2014.

Operating and Financial Review
Key Highlights

e Outstanding safety record at both our Savage River and Port Latta operations continues with no
Lost Time Injuries recorded since July 2010

e Delivered on our 2013 promises by successfully navigating the business through a challenging
transitional year which finished strongly
e Revenues from mining operations of $281.1 million
e Net profit after tax of $25.6 million

e Disciplined operational planning and execution has allowed the business to fund critical mine re-
development and preserve balance sheet strength

e Cash and term deposits of $159.9 million

e Net cash inflows from operating activities of $115.8 million

e Low gearing levels with borrowings of $3.5 million

e Continued cost control disciplines have seen unit operating costs return to long term
target levels

e Maintained focus on the protection and progressive refurbishment of critical core
process infrastructure. Paid $23.1 million of dividends to shareholders during 2013 with
a further $23.1 million to be paid in April 2014
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e Declared an ordinary final dividend of 1.0 cent per share (unfranked) for the year ended 31
December 2013 and an additional special dividend of 1.0 cent per share (unfranked) for the same
period. The combined 2.0 cent dividend will be paid on 4 April 2014

e Pellet prices remained strong with improving premiums for Grange’s higher quality, lower impurity
products
e Realised product prices averaged US$141.43 (A$147.99) per tonne (FOB Port Latta)
e Lower realised AUD:USD exchange rates ($0.9557) have delivered stronger AUD
revenues
e  Strong market sentiment that current prices are likely to continue to prevail in 2014

e  Successfully delivered mine re-development strategies

e Re-established access to higher grade ore ahead of schedule in September 2013
which significantly improved production and delivered competitive unit operating costs
during Q4 2013

e The strong emphasis on reducing operating costs and maintaining competitive unit
operating costs will continue during 2014

. Successfully completed an extensive drilling program at Long Plains and announced
an upgraded high grade magnetite resource of 107 million tonnes, potentially
increasing the life of mine at Savage River (refer ASX announcement dated 19 December 2013)

e Maintained our focus on the Southdown Project
e  Continued our search for an equity partner in the Southdown Project
e Ensured that all Southdown tenements, permits and project assets remained in good
standing
Maintained the currency of all the elements of the Southdown definitive feasibility study
Commenced an internal review of the Southdown definitive feasibility study to
identify the potential for alternative development models

Safety performance

The exceptional safety performance at Savage River and Port Latta operations continued with no Lost
Time Injuries (LTI) recorded since July 2010. This result reflects the robust and effective safety culture
and the strong focus by all staff in maintaining a safe and productive workplace. Unfortunately, the
Total Recordable Injury Frequency Rate (TRIFR) increased from 1.99 per million hours worked at 31
December 2012 to 3.87 per million hours worked at 31 December 2013 due to a number of medical
treatment injuries. The increase in reported medical treatment injuries highlights the ongoing
development of an open and collaborative approach to safety management in the workplace.

Full year result

Grange recorded a consolidated profit after tax of $25.6 million for the year ended 31 December 2013
(2012 restated: $59.1 million). This result was achieved on sales of 1.9 million tonnes (2012: 2.4 million
tonnes) of iron ore products and revenues from mining operations of $281.1 million (2012: 331.3
million).

Key revenue metrics for the year ended 31 December 2013 and the preceding 2012 year were as
follows:

2013 2012
Iron Ore Pellet Sales (dmt) 1,814,786 1,220,679
Iron Ore Concentrate Sales (dmt) 136 63,940
Iron Ore Chip Sales (dmt) 84,364 84,280
Total Iron Ore Product Sales (dmt) 1,899,286 2,368,899
Average Realised Product Price
(USS$/t FOB Port Latta) $141.43 $144.84
Average Realised Exchange Rate
(AUD:USD) 0.9557 1.0356
Average Realised Product Price
(A%/t FOB Port Latta) $147.99 $139.86
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The reduction in revenues from mining operations for the year ended 31 December 2013 arose from
the following:

e 20% reduction in sales of iron ore products to 1.9 million tonnes (from 2.4 million tonnes in
2012). This was due to restricted access to the usual runs of higher grade ore between
January 2013 and September 2013. Consequently much larger volumes of lower grade ore
were required to be processed during this period to offset the downstream production impacts.

e 2% reduction in the average product prices to US$141.43 per tonne (from US$144.84 per
tonne in 2012) off-set by an 8% reduction in the average realised AUD:USD exchange rate.
This delivered stronger AUD unit prices of A$147.99 per tonne (from A$139.86 per tonne in
2012). Premiums for higher iron content and products with lower impurities (including those
produced by Grange) significantly improved during Q4 2013.

The iron ore market is dynamic and continues to evolve with heightened interest in high grade, low
impurity iron ore products from the Chinese, Indian and to a lesser extent, Japanese markets. This
evolution is driven by a combination of India’s internal tax regime, toughening environmental
requirements in China and additional growth in Japan. These market changes provide very good
opportunities for Grange to shore up its sales offerings and to seriously consider negotiating term off-
take agreements with quality customers. However the iron ore market will continue to be subject on-
going pressure from buyers in all markets to supply them with premium products at a lower cost.

Key operating metrics for the year ended 31 December 2013 and the preceding 2012 year were as
follows:

2013 2012
Total BCM Mined 17,667,735 14,637,773
Total Ore BCM 1,978,790 1,773,636
Concentrate Produced (t) 1,955,499 2,122,757
Weight Recovery (%) 334 35.9
Pellets Produced (t) 1,915,966 2,004,526
Pellet Stockpile (t) 232,402 131,223
“C1” Operating Cost
(A$/t Product Produced)* $119.94 $106.08

Note: “C1” costs are the cash costs associated with producing iron ore products without allowance for mine development,
deferred stripping and stockpile movements, and also excludes royalties, depreciation and amortisation costs.

The increased unit costs at Savage River were the result of remediation efforts relating to the July 2012
rock slide and the need to process large volumes of lower grade ore from January 2013 to September
2013. Greater day to day focus on the operational basics such as quality planning and scheduling
coupled with very tight management of unit costs bought about the reduction of the higher unit
operating costs in Q3 2013, and settle into a far more stable and controlled operating environment in
Q4 2013.

The strategy of producing product from the lower grade remnant deposits on a “just in time” basis
proved very effective in not only funding the remediation efforts but also the re-development of the
North Pit.

Re-establishing access to higher grade ore in the North Pit from September 2013 has facilitated
improved production, sales and replenished cash reserves. It has also enabled the rebuild of run of
mine stockpiles to commence and places the operations team in a position to achieve planned
production of approximately 2.3 million tonnes of iron ore products in 2014 at competitive unit operating
costs.
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Exploration and Evaluation

The successful completion of an extensive drilling program at Long Plains and the release of a
resource statement prepared in accordance with JORC 2012 which reported an upgraded resource of
107 million tonnes in December 2013 was a significant achievement. This provides Grange with the
potential to extend the mine life at Savage River beyond 2030. Further feasibility modelling will now be
undertaken to understand how this resource can form part of the overall Life of Mine Plan for Savage
River.

This information on Long Plains mineral resource is a summary only and details can be found in an
announcement to the ASX dated 19 December 2013.

Southdown Magnetite Project

The Southdown Magnetite Project, situated 90km from the city of Albany in Western Australia, is a joint
venture between Grange (70%) and SRT Australia Pty Ltd (SRTA) (30%). SRTA is jointly owned by
Sojitz Corporation, a Japanese global trading company, and Kobe Steel, the fourth largest Japanese
steel maker. This advanced project has 1.2 billion tonnes of high quality resource, which outcrops at
the western end of its 12km strike length and has access to established infrastructure.

During 2013, market conditions for securing project investment funding did not improve. The joint
venture partners continue to monitor all ongoing project requirements to ensure that the current status
of the feasibility studies is such that the project can be fully recommenced as soon as an appropriate
opportunity arises. The on-going strategy is to maintain the currency and good standing of all
tenements, permits and project assets. This approach will be continued into 2014, and at least until
Grange is able to secure an equity partner for a strategic share of the Company’s interest in the project
or until a valid alternate development model can be successfully formulated.

In December 2013, Grange advised that its Board had commissioned management to conduct an
internal review of the operating model generated for the project as part of the Definitive Feasibility
Study. The internal review is tasked to determine if the Southdown concept can be reworked to reduce
initial capital requirements and the overall life of mine operating costs.

The review will consider changes in market outlook and mix, project construction conditions (including
regional infrastructure development) and the application of the “hands on” operating methodologies
learned from our operations at Savage River. The review is in progress and is expected to be
completed during mid-2014.

Financial Position

As at 31 December 2013, Grange has $159.9 million (2012: $174.9 million) in cash and term deposits
and $3.5 million (2012 restated $13.9 million) in borrowings. The Company believes that it has
preserved the strength of the Group’s balance sheet whilst:

e Investing in significant mine re-development at Savage River to regain access to the main ore
zone of the North Pit and progressing pre-production stripping at South Deposit to provide an
alternative source of ore in the second half of 2014;

e Repaying a mobile equipment facility of $5.8 million (net of debt service reserve amounts) in
April 2013; and

e Returning $23.1 million to shareholders through the payment of dividends in April 2013 and
October 2013.

With no net debt, improved access to high grade ore and increasing confidence of production and
ongoing unit costs, Grange is well positioned to take advantage of a stronger iron ore market.
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Capital Management

Grange has announced an unfranked final ordinary dividend of 1.0 cent per share for the year ended
31 December 2013 and an additional unfranked special dividend of 1.0 cent per share for the same
period. This brings our total dividends for the year ended 31 December 2013 to 3.0 cents per share
and highlights our commitment to maintaining a regular dividend and demonstrates our confidence in
near term operating results. Since 2011, we have returned in excess of $115.5 million to shareholders
through dividends

New accounting standards and interpretations

During the year, Grange adopted AASB Interpretation 20, Stripping costs in the Production Phase of a
Surface Mine. Accounting for deferred stripping costs under Interpretation 20 differs from the previous
accounting policy as the deferral of stripping costs in now based upon a ratio determined with
reference to identified components of the ore body rather than a ratio determined with reference to the
life of a mine. In accordance with the transitional provisions, this new accounting interpretation has
been applied from 1 January 2012, being the beginning of the earliest period presented in the annual
financial report and resulted in a restatement of comparative financial information.

Significant Changes in State of Affairs

During the financial year, the Company successfully completed the relocation of its corporate
headquarters from Perth to Tasmania and closed the Perth office.

There were no other significant changes in the state of affairs of the Group that occurred during the
year ended 31 December 2013. Commentary on the overall state of affairs of the Group is set out in
the Operating and Financial Review.

Matters Subsequent to the End of the Financial Year

Except as discussed above, no other matter or circumstance has arisen since 31 December 2013 that
has significantly affected, or may significantly affect:

e the Group’s operations in future financial years; or
e the results of those operations in future financial years; or
e the Group’s state of affairs in future financial years.

Likely Developments and Expected Results of Operations

Grange’s strategic focus is to generate shareholder value by safely producing high quality iron ore
products from its Savage River and Port Latta operations in Tasmania and continuing to assess the
feasibility of a major iron ore development project at Southdown, near Albany in Western Australia.
The group’s current strategic priorities include:

Savage River and Port Latta Operations

e Broadening our customer base to take advantage of market opportunities and to diversify
geographic customer risk

e Driving operating costs down further and maintaining access to high grade ore by continuing to
invest in mine development

e  Continuing to invest in process infrastructure

Southdown Project

e Ensuring that all tenements, permits and project assets remain in good standing

e Maintaining the currency of all the elements of definitive feasibility study

e Conducting an internal review of the definitive feasibility study to identify the potential for
alternative development models

e Continuing the search for a new equity partner to take a strategic share of the Company’s
interest in the Project
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Risk Management

The group continues to assess and manage various business risks that could impact the Group’s
operating and financial performance and its ability to successfully deliver strategic priorities including:

Fluctuations in iron ore prices and movements in foreign exchange rates
Mining risks

Production and costs

Project evaluation and development

Health, safety and environment

Environmental Regulation

The mining and exploration tenements held by the Group contain environmental requirements and
conditions that the Group must comply with in the course of normal operations. These conditions and
regulations cover the management of the storage of hazardous materials and rehabilitation of mine
sites.

The Group is subject to significant environmental legislation and regulation in respect of its mining,
processing and exploration activities as set out below:

Savage River and Port Latta Operations

The Group obtained approvals to operate in 1996 and 1997 under the Land Use Planning and
Approvals Act (LUPA) and the Environmental Management and Pollution Control Act (EMPCA) as well
as the Goldamere Act and Mineral Resources Development Act. The land use permit conditions for
Savage River and Port Latta are contained in Environmental Protection Notices 248/2 and 302/2
respectively. The currently approved Environmental Management Plans were submitted for Savage
River and Port Latta on 21 December 2010. The extension of the project’s life was approved by the
Department of Tourism, Arts and the Environment on 12 March 2007 and together with the Goldamere
Act and the Environmental Protection Notices, is the basis for the management of all environmental
aspects of the mining leases. The Group has been relieved of any environmental obligation in relation
to contamination, pollutants or pollution caused by operations prior to the date of the Goldamere
Agreement (December 1996).

During the financial year there were no major breaches of licence conditions.
Southdown Joint Venture

The Southdown Joint Venture has not been responsible for any activities which would cause a breach
of environmental legislation.

Mount Windsor Joint Venture

The Group is a junior partner (30%) in the Mt Windsor project in North Queensland which is now being
rehabilitated for future lease relinquishment. A Transitional Environment Program required by the
Queensland Department of Environment and Resource Management has been completed. The
Queensland Department of Environment and Heritage Protection has approved the completion of the
program. A second Transitional Environment Program has been entered into voluntarily to identify and
remediate various sources of pollution on site. A comprehensive plan has been developed and
instigated to manage the leases with relinquishment expected in 2025.

National Greenhouse and Energy Reporting Act 2007

The National Greenhouse and Energy Reporting Act 2007 requires the Group to report its annual
greenhouse gas emissions and energy use by 31 October each year. The Group has implemented
systems and processes for the collection and calculation of the data required and has submitted its
annual reports to the Greenhouse and Energy Data Officer by 31 October each year.
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Energy Efficiency Opportunities Act 2006

Grange Resources Limited was officially registered under section 13 of the Energy Efficiency
Opportunities Act 2006. Annual investigation and reporting programs under the legislation have been
implemented. The Group submitted its final government report for the first five year period prior to 31
December 2013. The Group’s public report is available on the Grange Resources website in the
investor information reports section.

Clean Energy Act 2011

The Group has complied with its obligations under the Clean Energy Act and related legislation for the
2012-13 year and received assistance through the Jobs and Competitiveness Program for the
emissions-intensive trade-exposed activities of Production of Iron Ore Pellets and Production of
Magnetite Concentrate in the moderately emissions-intensive category.

10
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The numbers of meetings of the Company’s Board of Directors and of each Board Committee held
during the year ended 31 December 2013, and the numbers of meetings attended by each Director

were:
Name Directors’ Meetings of Committees
meetings Audit Remuneration | Health, Safety | Independent
& Environment Directors
A B A A B A B A B
M L% 1 1 - 1 1 - - - -
N Chatfield 11 11 8 6 6 4 4 4 4
W Bould® 6 6 - - - 2 2 3 3
C Ko 11 11 - - - - - - -
J Hoon 11 11 8 6 6 4 4 4 4
H Zhao 10 11 - - - - - - -
Z Xi® 10 10 8 5 5 4 4 - -
R Mehan® 4 5 - - - 2 2 1 1

A = Number of meetings attended
B = Number of meetings held during the time the Director held office or was a member of the committee during the year ended 31

December 2013

@ M Li was appointed a Non-Executive Director and Chairman of the Company from 29 October 2013.
@ w Bould was appointed Managing Director of the Company from 4 June 2013.

3)

Z Xi resigned as a Director of the Company from 29 October 2013.

“® R Mehan resigned as Managing Director of the Company from 4 June 2013.

Interests in the Shares, Rights and Options of the Company

The relevant interest of each Director in the share capital and options of the Company as at the date of

this report is:

Number of Fully Paid Ordinary
Director Shares Rights Options
Beneficial Non-Beneficial
M Li - - - -
N Chatfield 140,000 - - -
W Bould 1,247,343 - - -
C Ko% 98,154,884 599,964,104 - -
J Hoon - - - -
H Zhao® - - - -

" Shagang International Holdings Limited and RGL Holdings Co. Ltd are associates of Pacific International Co. Pty Ltd. Mr Ko
owns 100% of Pacific International Business Limited which is the holding company of Pacific International Co. Pty Ltd. The
non-beneficial holdings represent those shares held by Shagang International and RGL Holdings.

@ H Zhao is a Director on the Board of the Jiangsu Shagang Group, ultimate shareholder of Shagang International Holdings
Limited. Shagang International Holdings Limited and its subsidiaries hold 537,947,670 ordinary fully paid shares in the
Company as at the date of this report.

11
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REMUNERATION REPORT

This remuneration report sets out remuneration information for Non-executive Directors, Executive
Directors and other key management personnel of the Group and the Company.

Principles Used to Determine the Nature and Amount of Remuneration
) Remuneration Philosophy

It is the Company’s objective to provide maximum stakeholder benefit from the retention of a small high
quality executive team by remunerating Directors and executives fairly and appropriately with reference
to relevant market conditions. To assist in achieving this objective, the Board attempts to link the
nature and amount of executives’ emoluments to the Company’s performance. The outcome of the
remuneration structure is:

e the retention and motivation of key executives;
e  attraction of quality personnel with appropriate expertise; and
e performance incentives that allow executives to share the rewards of the success of Grange.

(i) Remuneration Structure

Using external remuneration sector comparative data, the Group has structured an executive
remuneration framework that is market competitive and complementary to the reward strategy of the
organisation.

A key determinant of Company performance is the quality of its Directors and executives. To prosper
the Company must be able to attract, motivate and retain highly skilled Directors and executives. To
achieve this, the Company adheres to the following principles in formulating its remuneration
framework:

e provide competitive rewards to attract high calibre executives;
e link executive rewards to shareholder value; and
e establish appropriate, demanding performance hurdles for variable executive remuneration.

The framework provides a mix of fixed and variable pay, and a blend of short and long term incentives.

The Company did not use the services of independent remuneration consultants during the year ended
31 December 2013.

Non-executive Directors

Fees and payments to Non-executive Directors reflect the responsibilities and demands made on them.
Non-executive Directors’ fees and payments are reviewed annually by the Board. The Board also
considers comparative market data and if required the advice of independent remuneration consultants
to ensure Non-executive Directors’ fees and payments are appropriate and in line with the market. The
Chairman’s fees are determined independently to the fees of Non-executive Directors based on
comparative roles in the external market.

Directors’ Fees

The current remuneration was last reviewed with effect from 1 November 2013. The Chairman’s
remuneration is inclusive of committee fees while other Non-executive Directors who chair a
Committee receive additional yearly fees. The Deputy Chairman is also entitled to receive an
additional yearly fee.

Non-executive Directors’ fees are determined within an aggregate Directors’ fee pool limit, which is
periodically reviewed for adequacy. Any increase to the aggregate Directors’ fee pool is submitted to
shareholders for approval. The maximum currently stands at $800,000 per annum and was approved
by shareholders at the Annual General Meeting on 26 November 2010.

12
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The following annual fees (inclusive of superannuation) have applied:

From 1 November From 1 November
2013 2012

Board of Directors
Chairman®” $157,500 $157,500
Deputy Chairman $89,250 $89,250
Non-executive Director $78,750 $78,750
Audit Committee
Chairman $15,750 $15,750
Committee Member $10,500 $10,500
Remuneration and Nomination Committee
Chairman $15,750 $15,750
Committee Member $7,500 $5,250
Health, Safety and Environment Committee
Chairman $15,750 $15,750
Committee Member $10,500 $10,500
Independent Directors Committee
Chairman $15,750 -
Committee Member $10,000 -

@ The Chairman is not paid any additional amounts for Committee membership.
Options to Non-Executive Directors

In May 2008, shareholders approved the issue of 1.8 million options to Non-executive Directors to act
as an incentive for these Directors to align themselves with the Company’s strategic plan focusing on
optimising performance with the benefits flowing through to enhanced shareholder returns. These
options expired on 6 March 2012. None of the current Non-executive Directors have been awarded
options in the Company and the Company does not have a specific option plan in relation to the issue
of options to Non-executive Directors. From time to time the Company will also look at industry
practice when determining whether options should form part of the Non-executive Directors’
remuneration.

Executive Pay
Obijective

The Group aims to reward executives with a level and combination of remuneration commensurate
with their position and responsibilities within the Group so as to:

e reward executives for Group and individual performance against targets set by reference to
appropriate benchmarks;

e align the interests of executives with those of shareholders; and

e ensure total remuneration is competitive by market standards.

Structure

In determining the level and components of executive remuneration, the Remuneration and Nomination
Committee considers recommendations from senior executives which are based upon the prevailing
labour market conditions. In addition, independent advice is sought by the Committee from external
consultants as needed in the form of reports detailing market levels of remuneration for comparable
executive roles.

13
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Remuneration consists of the following key elements:

e  Fixed remuneration (base salary, superannuation and non-monetary benefits)
e  Variable remuneration

" short term incentive

. long term incentive

The proportion of fixed remuneration and variable remuneration (potential short term and long term
incentives) for each executive is set out on page 21.

Fixed Remuneration

Obijective

Fixed remuneration is reviewed annually by the Remuneration and Nomination Committee. The
process consists of a review of Group and individual performance, relevant comparative remuneration
externally and internally and, where appropriate, external advice on policies and practices. As noted
above, the Remuneration and Nomination Committee has access to external consultants’ advice
independent of management.

Structure

Executives are given the opportunity to receive their fixed (primary) remuneration in a variety of forms
including cash and fringe benefits. It is intended that the manner of payment chosen is optimal for the
recipient without creating any undue cost for the Group.

Variable Remuneration — Short Term Incentive (“STI”)

Obijective

The objective of the STI is to link the achievement of the Company’s annual operational targets
(usually reflected in the approved budgets) and an individual's personal targets with the remuneration
received by the staff members responsible for meeting those targets. Payments are made as a cash
incentive payable after the financial statements have been audited and released to the Australian
Securities Exchange (“ASX”). 50% of the STI for an employee relates to the achievement of company
performance goals and 50% relates to the attainment of agreed personal performance goals.

Variable Remuneration - Long Term Incentive (“LTI") - Rights and Options
Objective
a) Rights to Grange Shares

The Board will review regularly and reserves the right to vary from time to time the appropriate
hurdles and vesting periods for Rights to Grange shares.

The objective for the issue of Rights under the LTI program is to reward selected senior employees
in a manner that aligns this element of their remuneration package with the creation of long term
shareholder wealth while at the same time securing the employee’s tenure with the Company over
the longer term. The LTI grants Rights to the Company’s shares to selected senior employees.

31 December 2013 Award

In December 2012, the Board determined that the LTI program move to a three year performance
period with immediate effect from 1 January 2013 and that Total Shareholder Return (“TSR”) be
used as the performance hurdle for the Plan.

Total Shareholder Return is a common measure of value creation for shareholders. It is calculated
as the difference in the share price between the beginning and end of the period, divided by the
share price at the start of the period. The Board has determined that the performance hurdle for the
rights be the attainment of a Total Shareholder Return of 5% per annum compounded over the
three year period from 1 January 2013 to 31 December 2015.
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The precise vesting date for the Rights will be determined once the Board has assessed
performance against the TSR target, following the end of the three year vesting period.

The precise number of Rights that will vest will be dependent upon the Board assessment of
performance against the TSR target.

31 December 2012 Award

For the year ending 31 December 2012, 50% of the LTI for an employee relates to Company
performance goals and 50% relates to personal performance goals. Rights were allocated using a
share price that was based on the volume weighted average price of the Company’s shares.

Rights awarded for performance leading up to and inclusive of 31 December 2012 currently vest in
three equal tranches over 24 months.

For the 31 December 2012 Award, the share price was based on the volume weighted average
price of the Company’s shares for the first two months of the Award performance period (i.e. the
volume weighted average price of the Company’s shares from 1 January 2012 to 29 February
2012).

Options to Grange Shares

The objective of issuing Options under the LTI program is to provide a mechanism for the Company
to selectively reward senior employees for having gone the “extra mile” in dealing with exceptional,
unplanned or unexpected issues or circumstances which have impacted the business. The Board of
Directors, based on the Managing Director's recommendation, may discretionally grant the options
via the LTI plan processes, and these options vest over the timeframe stipulated in the LTI Plan
from time to time. A maximum number of Options per individual issue has been specified and
approved for each job grade in the grade structure matrix. The exercise price of options issued will
be equal to a 20% premium on the weighted average price of the Company’s shares in the last
three months before the financial period begins. The Company did not issue any options to
employees in the 12 months ended 31 December 2013.

(iii) Remuneration and Nomination Committee

The Board has an established a Remuneration and Nomination Committee to assist in overseeing the
development of policies and practices which enables the Company to attract and retain capable
Directors and employees, reward employees fairly and responsibly and meet the Board’s oversight
responsibilities in relation to corporate governance practices.

The Remuneration and Nomination Committee is composed of Mr Neil Chatfield (Committee
Chairman), Mr John Hoon and Ms Michelle Li, all of whom are Non-executive Directors.

The responsibilities and functions for the Remuneration and Nomination Committee include reviewing
and making recommendations on the following:

Equity based executive and employee incentive plans;

Recruitment, retention, succession planning, performance measurement and termination policies
and procedures for Non-executive Directors, the Managing Director, other Executive Directors and
Key Management Personnel,

The remuneration of the Managing Director; Managing Director - Southdown; Chief Financial
Officer; and General Manager Operations;

Periodically assessing the skills required by the Board;

Recommend processes to evaluate the performance of the Board, its Committees and individual
Directors; and

Reviewing governance arrangements pertaining to remuneration matters.

The Charter is reviewed annually and remuneration strategies are reviewed regularly.
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The Managing Director is the conduit between the Board and Grange’s staff, and as such leads and
manages the implementation of the approved people and performance strategies and ensures the
policies and processes are “alive” in business operations. The Managing Director attends meetings of
the Remuneration and Nomination Committee by invitation and is required to report on and discuss
senior management and staff performance and incentive rewards, the various elements of the
administration of the remuneration and performance policies and packages and related people and
performance matters as well as succession planning.

Details of Remuneration

Details of the remuneration of the Directors and the key management personnel of the Group (as
defined in AASB 124 Related Party Disclosures) are set out in the following tables:

The key management personnel of the Group are the Directors of Grange Resources Limited (see
pages 2 to 3) and the following executives:

Name Position

Wayne Bould Managing Director (from 4 June 2013, previously Chief
Operating Officer)

David Corr Chief Financial Officer

Ben Maynard General Manager Operations (from 1 January 2013)

Fernando Moutinho Project Director — Southdown (until 31 December 2012)
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Table 1: Remuneration for the year ended 31 December 2013

Post

Short-term employee benefits employment ngr?:firsm Long ter(TTil?centive
benefits Total
Non- Short term . .
Salary & . . Super- Long service | Termination . .
monetary incentive Other . ’ Rights Options
fees benefits (STI) annuation leave benefits
Non-Executive Directors $ $ $ $ $ $ $ $ $ $
M Li 23,536 - - 2,718 - - - 26,254
N Chatfield 133,876 - - - - - - 133,876
C Ko 78,751 - - - - - - 78,751
J Hoon 107,867 - - 4,552 - - - 112,419
X Zhigiang® 131,250 - - - - - - 131,250
Sub-total Non-Executive 475,280 ) i 7.270 i ) i 482,550

Directors
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Table 1: Remuneration for the year ended 31 December 2013 (Continued)

Post Long-term Long term incentive
Short-term employee benefits employment b g-te 9
benefits enefits (LTI)
Total
Non- Short term . L
Saflary & monetary incentive Other Super- Long service | Termination Rights(s) Options

ees benefits (STI) annuation leave benefits
Executive Directors $ $ $ $ $ $ $ $ $ $
W Bould® 468,749 - - - - - - 468,749
H Zhao 355,165 91,862 45,000 32,337 - - - 524,364
R Mehan® 233,056 - 100,781 - -1 178,173 | 196,612 708,622
Other Key Management
Personnel
D Corr 277,093 - 31,318® 25,284 5,778 - 43,405 382,878
B Maynard 174,670 - 14,173(5) 17,258 14,320 - 9,823 230,244
ﬁgf’s'g?]tﬁgl'(ey Management 1,508,733 91,862 191,272 74,879 20,098 178,173 | 249,840 2,314,857
TOTAL 1,984,013 91,862 191,272 82,149 20,098 178,173 249,840 2,797,407

(€]
()
@®)

4)
®)

6)

@)

®)

)

M Li was appointed a Non-Executive Director and Chairman of the Company from 29 October 2013.

Z Xi resigned as a Director of the Company from 29 October 2013.

W Bould was appointed Managing Director of the Company from 4 June 2013. Remuneration disclosures include consultancy fees earned from 1 January 2013 to 3 June 2013 when he was Chief
Operating Officer of the Group.

R Mehan resigned as Managing Director of the Company on 4 June 2013.

Represents short term incentive payments for the year ended 31 December 2012. Variable remuneration amounts awarded to Executive Directors and Other Key Management Personnel are
disclosed during the period in which the Remuneration and Nomination Committee approves the remuneration entitilement.

Represents short term incentive payments for the years ended 31 December 2012 and 31 December 2013 as approved by the Remuneration and Nomination Committee during the year. The variable
remuneration payment to R Mehan for the year ended 31 December 2013 represents a pro-rata amount for the period in which he was employed by the Company.

R Mehan received a payment of 4 months salary upon ceasing employment with the Company in accordance with the terms of his employment contract. The total termination payments to R Mehan did
not exceed the statutory limit for such payments.

Represents amounts expensed through the Company’s income statement for rights issued under the Company’s Long Term Incentive Scheme. These amounts are recognised in the Company’s income
statement over the vesting period in accordance with AASB 2, Share Based Payments. The amount recognised for R Mehan represents the entire vesting period expense for the rights that were issued
upon ceasing employment with the Company.

Represents rights issued to R Mehan for the year ended 31 December 2013 as approved by the Remuneration and Nomination Committee during the year. These rights will vest in accordance with the
conditions of the Company’s Long Term Incentive Scheme and the terms of his employment contract.

18




Amounts of remuneration

Table 2: Remuneration for the year ended 31 December 2012

GRANGE RESOURCES LIMITED

ABN 80 009 132 405

31 DECEMBER 2013 FINANCIAL REPORT

Post . .
Short-term employee benefits employment ngg:ﬁetrsm Long ter(EﬁTllglcentlve
benefits Total
Non- Short term . L
Saflary & monetary incentive Other Super- Long service Termlna_mon Rights Options
ees ) annuation leave benefits
benefits (STI)
Non-Executive Directors $ $ $ $ $ $ $ $ $ $
X Zhigiang 151,250 - - - - - 151,250
N Chatfield 126,042 - - - - - 126,042
C Ko 75,625 - - - - - 75,625
J Hoon 97,133 - 8,743 - - - 105,876
Sub-total Non-Executive 450,050 i 8743 i ) i 458,793

Directors
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Table 2: Remuneration for the year ended 31 December 2012 (Continued)

Post Long-term Long term incentive
Short-term employee benefits employment ber?efits g &
benefits
Total
Non- Short term . L
Si':erg & monetary incentive Other ansnuupaetir(-)n Lonﬁe;\%\“ce Tegg]nlgfeﬁlson Rig hts® Options
benefits (STI)
Executive Directors $ $ $ $ $ $ $ $ $ $
R Mehan® 171,233 - - - 14,511 2,023 - - - 187,767
H Zhao 412,845 52,846 80,370® - 37,156 3,906 - - - 587,123
R Clark® 403,160 - 320,174® - 32,988 - 463,500 | 804,777 -| 2,024,599
Other Key Management
Personnel
W Bould® 364,247 17,748 223,654® | 145,732 34,381 - - 241,187 -| 1,026,949
D Corr 264,200 - 42,440 - 27,304 4,692 - 52,571 - 391,207
F Moutinho® 441,101 - 132,030® - 39,699 - 171,096 - - 783,926
gg:as-;c;]tslerey Management 2,056,786 70,594 798,668 145,732 186,039 10,621 634,596 | 1,098,535 -| 5,001,571
TOTAL 2,506,836 70,594 798,668 145,732 194,782 10,621 634,596 | 1,098,535 - | 5,460,364

@)

)

6)

@)
®)

(9)

(10)

R Mehan commenced employment with the Company as Managing Director on 6 August 2012.

R Clark resigned as Managing Director of the Company on 6 August 2012 and ceased employment on 15 September 2012.

W Bould ceased employment with the Company on 31 December 2012 and entered into a consulting arrangement with the Company effective from 1 January 2013. He will continue to fulfil the role of
Chief Operating Officer of the Group during 2013 and is no longer eligible to participate in the Group’s variable remuneration schemes.

F Moutinho ceased employment with the Company on 31 December 2012 following the Group’s announcement on 30 November 2012 to significantly reduce expenditure on the Southdown Project for
2013.

Represents short term incentive payments for the year ended 31 December 2011. Variable remuneration amounts awarded to Executive Directors and Other Key Management Personnel are
disclosed during the period in which the Remuneration and Nomination Committee approves the remuneration entitlement.

Represents short term incentive payments for the years ended 31 December 2011 and 31 December 2012 as approved by the Remuneration and Nomination Committee during the year. The variable
remuneration payment to R Clark for the year ended 31 December 2012 represents a pro-rata amount for the period in which he was employed by the Company.

Other payments to W Bould represent an operational performance bonus for the year ended 31 December 2012 as approved by the Remuneration and Nomination Committee during the year.

R Clark received a payment of 9 months salary and superannuation upon ceasing employment with the Company in accordance with the terms of his employment contract. The total termination
payments to R Clark did not exceed the statutory limit for such payments.

Represents amounts expensed through the Company’s income statement for rights issued under the Company’s Long Term Incentive Scheme. These amounts are recognised in the Company’s income
statement over the vesting period in accordance with AASB 2, Share Based Payments. The amounts recognised for R Clark and W Bould represent the entire vesting period expense for rights that have
been issued due to changes in employment conditions and arrangements. The rights issued to R Clark and W Bould will continue vest in accordance with the conditions of the Company’s Long Term
Incentive Scheme and in accordance with their employment contracts.

Includes rights issued to R Clark on a pro-rata basis for the year ended 31 December 2012 as approved by the Remuneration and Nomination Committee during the year. These rights will vest in
accordance with the conditions of the Company’s Long Term Incentive Scheme and the terms of his employment contract.
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Table 3: Relative proportions linked to performance

The relative proportions of remuneration that are linked to performance and those that are fixed are
as follows:

Name Fixed Remuneration At Risk - STI At Risk - LTI
Dec-13 Dec-12 Dec-13 Dec-12 Dec-13 Dec-12

Executive Directors

W Bould® 100% 59% - 41% - -

H Zhao 91% 83% 9% 17% - -

R Mehan® - 68% - 14% - 18%

Other Key Management

Personnel

D Corr 74% 74% 11% 11% 15% 15%

B Maynard 80% - 10% - 10% -

F Moutinho® - 77% - 23% - -

@ w Bould was appointed Managing Director of the Company from 4 June 2013. The terms of his consultancy agreement
with the Company does not have him participating in the Group’s variable remuneration schemes.

R Mehan resigned as Managing Director of the Company from 4 June 2013.

F Moutinho ceased employment with the Company from 31 December 2012.

@
®)

Service Agreements

On appointment to the Board, all Non-executive Directors sign a letter of appointment with the
Company. The document details the term of appointment, the role, duties and obligations of the
Directors as well as the likely time commitment and performance expectations and review
arrangements and circumstances relating to the vacation of office. In addition, it also summarises
the major Board policies and terms, including compensation, relevant to the office of Director.

Remuneration and other terms of employment for the Managing Director are detailed in a
Consultancy Agreement.

In 2013, the Company entered into a new Consultancy Agreement with Wayne Bould upon his
appointment as Managing Director of Grange Resources Limited from 4 June 2013. The parties to
the Consultancy Agreement are Grange Resources Limited and Phylogen Management Services
Pty Ltd. The key terms of the arrangement, as advised to the ASX on 4 June 2013, are as follows:

e Term — The appointment was effective from 4 June 2013 and will continue until his
engagement is terminated in accordance with the Consultancy Agreement.

e Remuneration — Total fixed consultancy fees of $500,000 per annum. Mr Bould does not
participate in any variable remuneration programs operated by the Company.

e Termination — May be effected with six months notice by either party. The Company may
make payments in lieu of part or all of the applicable notice period. In the event of illegal
acts or serious breaches the Company may terminate the Consultancy Agreement without
notice. In such instances payment to Mr Bould would be limited to unpaid consultancy fees.

The remuneration for all other key management personnel is formalised in service agreements
which provide for the provision of performance related variable remuneration and other benefits.
These agreements with other key management personnel are ongoing and provide for termination
of employment at any time by giving three months’ notice or by the Company paying an amount
equivalent to three months remuneration in lieu of notice.

The Remuneration and Nomination Committee reviews the remuneration arrangements of the
Managing Director and his direct reports annually.

21



GRANGE RESOURCES LIMITED
ABN 80 009 132 405
31 DECEMBER 2013 FINANCIAL REPORT

Share-based Compensation

Under the Grange Resources Limited Long Term Incentive Plan (the Plan), the Board may, from
time to time grant options or rights, or both, to eligible employees. The Plan is designed to provide
long term incentives for executives to deliver long term shareholders returns. Under the Plan,
participants are granted options or rights which only vest if certain timing or performance conditions
are met. Participation in the Plan is at the Board’s discretion and no individual has a contractual
right to participate in the Plan or to receive any guaranteed benefits.

Rights to Grange shares

The number of rights in shares in the Company offered to each Director of Grange Resources
Limited and other key management personnel of the Group including their personally related
parties, are set out below.

31 December 2013

Balance Granted as Issued on Other Balance Vested Unvested
1 January | remuneration | vesting of 31 December
2013 rights 2013

Directors of Grange Resources Limited
W Bould 232,607 - | (232,607) - - - -
R Mehan® - 614,029%@ - (614,029) - - 614,029
Other Key Management Personnel
D Corr® 59,501 71,807 | (107,372) - 23,936 - 23,926
B Maynard® 8,909 17,712 (20,717) - 5,904 - 5,904

@

@)

(©)

R Mehan resigned as Managing Director of the Company on 4 June 2013. Unvested rights issued to R Mehan will vest
in accordance with the conditions of the Company’s Long Term Incentive Scheme and the terms of his employment
contract.

Represents rights issued to R Mehan for the year ended 31 December 2013 as approved by the Remuneration and
Nomination Committee during the year.

From 1 January 2013, the LTI program adopted a Total Shareholder Return performance hurdle and moved to a three
year performance period. Rights awarded to eligible employees will be disclosed in the period in which the
Remuneration and Nomination Committee approves the variable remuneration entittement following the end of the three
year performance period.

31 December 2012

Balance Granted as Issued on Other Balance Vested Unvested
1 January | remuneration | vesting of 31 December
2012 rights 2012

Directors of Grange Resources Limited
R Mehan® - - - - - - -
R Clark® 578,670 1,162,090% | (734,819) | (1,005,941) - - | 1,005,941
Other Key Management Personnel
W Bould® 264,466 316,628 | (348,487) - 232,607 - | 232,607
D Corr® 31,260 76,865 (48,624) - 59,501 - 59,501

(€3}

@)

3)

@)

(5)

R Mehan was appointed Managing Director of the Company on 6 August 2012 and is not eligible to participate in the
Company’s long term incentive schemes for the year ended 31 December 2012.

R Clark resigned as Managing Director of the Company on 6 August 2012 and ceased employment on 15 September
2012. Unvested rights issued to R Clark will continue vest in accordance with the conditions of the Company’s Long
Term Incentive Scheme and the terms of his employment contract.

Includes rights issued to R Clark on a pro-rata basis for the year ended 31 December 2012 as approved by the
Remuneration and Nomination Committee during the year.

W Bould ceased employment with the Company on 31 December 2012 and entered into a consulting arrangement with
the Company effective from 1 January 2013. He is no longer eligible to participate in the Group’s variable remuneration
schemes. Unvested rights will continue to vest in accordance with the conditions of the Company’s Long Term Incentive
Scheme.

As at the date of this report, the Remuneration and Nomination Committee is still reviewing the variable remuneration
entitlements for eligible employees for the year ended 31 December 2012. Rights awarded to eligible employees for the
year ended 31 December 2012 will be disclosed in the period in which the Remuneration and Nomination Committee
approves the variable remuneration entitlement.
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Options to Grange shares

As at 31 December 2013 there were no options affecting Directors and other key management
personnel.

Shares under option

There were no unissued ordinary shares of the Company under option as at 31 December 2013.
Insurance of Officers

During the financial period, the Company has paid premiums in respect of Directors’ and Officers’
Liability Insurance and Company Reimbursement policies, which cover all Directors and Officers of
the Group to the extent permitted under the Corporations Act 2001. The policy conditions preclude
the Group from any detailed disclosures.

Indemnity of Auditors

The Company has entered into an agreement to indemnify its auditor, PricewaterhouseCoopers,
against any claims or liabilities (including legal costs) asserted by third parties arising out of their

services as auditor of the Company, where the liabilities arise as a direct result of the Company’s
breach of its obligations to the Auditors, unless prohibited by the Corporations Act 2001.
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Audit and Non-audit Services

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

The Board of Directors has considered the position and, in accordance with advice received from
the Company’s Audit Committee, is satisfied that the provision of non-audit services is compatible
with the general standard of independence for auditors imposed by the Corporations Act 2001. The
Directors are satisfied that the provision of non-audit services by the auditor, as set out below, did
not compromise the auditor independence requirements of the Corporations Act 2001 for the
following reasons:

e all non-audit services have been reviewed by the Audit Committee to ensure they do not
impact the impartiality and objectivity of the auditor; and

e none of the services undermine the general principles relating to auditor independence as set
out in APES 110 Code of Ethics for Professional Accountants.

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

2013 2012
$°000 $°000
(a) PwC - Australia
Audit and review of financial reports 284 292
Other assurance services 15 58
Taxation services
Taxation compliance - 248
Taxation consulting and advice 95 425
Total remuneration of PwC - Australia 394 1,023
(b) Related practices of PwC - Australia
Audit and review of financial reports 23 8
Taxation compliance 2 2
Total remuneration of related practices of PwC - o5 10

Australia

It is the Group’s policy to employ PricewaterhouseCoopers on assignments additional to their
statutory audit duties where PricewaterhouseCoopers expertise and experience with the Group are
important. These assignments are principally tax consulting and advice or where
PricewaterhouseCoopers is awarded assignments on a competitive basis. It is the Group’s policy to
seek competitive tenders on all major consulting assignments. Group policy also requires the
Chairman of the Audit Committee to approve all individual assignments performed by
PricewaterhouseCoopers with total fees greater than $10,000.

Auditor’s independence declaration

A copy of the auditor's independence declaration as required under section 307C of the
Corporations Act 2001 is set out on page 26.
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Rounding of amounts
The Company is of a kind referred to in Class Order 98/100, issued by the Australian Securities
and Investments Commission, relating to the “rounding off” of amounts in the Directors’ Report.
Amounts in the Directors’ Report have been rounded off in accordance with that Class Order to the
nearest thousand dollars, or in certain cases, to the nearest dollar.
Auditor

PwC continues in office in accordance with section 327 of the Corporations Act 2001.

The report is made in accordance with a resolution of Directors.

Michelle Li Wayne Bould
Chairman Managing Director

Burnie, Tasmania
28 February 2014
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.

pwc

Auditor’s Independence Declaration

As lead auditor for the audit of Grange Resources Limited for the year ended 31 December 2013, I
declare that to the best of my knowledge and belief, there have been:

a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and

b) no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Grange Resources Limited and the entities it controlled during
the period.

John O’Donoghue Melbourne

Partner 28 February 2014
PricewaterhouseCoopers

¢ PricewaterhouseCoopers, ABN 52 780 433 757
Freshwater Place, 2 Southbank Blvd, SOUTHBANK VIC 3006, GPO Box 1331 MELBOURNE VIC 3001
T +61 3 8603 1000, F +61 3 8603 1999, www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.
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CORPORATE GOVERNANCE STATEMENT

Grange is committed to creating and building sustainable value for shareholders and protecting
stakeholder interests. The Company recognises that high standards of corporate governance are
essential to achieving that objective.

The Board has the responsibility for ensuring Grange is properly managed so as to protect and
enhance shareholders’ interests in a manner that is consistent with the Company’s responsibility
to meet its obligations to all stakeholders. For this reason, the Board is committed to applying
appropriate standards of corporate governance across the organisation.

As part of its commitment to enhancing its corporate governance, and as a listed company, the
Board has adopted relevant practices which are consistent with the Australian Securities
Exchange (“ASX”) Corporate Governance Principles.

Details of the Company’s corporate governance practices are included below and also on the
Company’s website www.grangeresources.com.au. This facilitates transparency about Grange’s
corporate governance practices and assists shareholders and other stakeholders make informed
judgments.

Grange considers that its governance practices comply with the majority of the ASX Best Practice
Recommendations.

ROLE OF THE BOARD

The Company’s Constitution vests management and control of the business and the Company’s
affairs in the Board.

The Board’s primary role is to enhance shareholder value. It is responsible for providing a
leadership role and for providing overall stewardship of the organisation. The Board oversees
Grange’s strategic direction and the conduct of business activities by the management team for
the benefit of Grange shareholders.

Board Functions

Specific accountabilities and responsibilities of the Board include:

e Developing long-term objectives and strategy in conjunction with management;

e Reviewing and approving plans, new investments, major capital and operating
expenditures and major funding activities proposed by management;

e Reviewing and approving policies, goals, targets and budgets;

e Defining and setting performance expectations for the Company and monitoring actual
performance;

e Appointing and reviewing the performance of the Managing Director and senior
management;

e Assuring itself that there are effective health, safety, environmental and operational
procedures in place;

e Ensuring that there is effective budgeting and financial supervision and that appropriate
audit arrangements are in place;

e Satisfying itself there are effective reporting systems that will assure the Board that
proper financial, operational, compliance, risk management and internal control
processes are in place and functioning appropriately;

e Satisfying itself that the annual financial statements of the Company fairly and accurately
set out the financial position at year end, and the financial performance during the year;

e Assuring itself that the Company has adopted a Code of Corporate Ethics and that
Company practice is consistent with that Code;

e Reporting to and advising shareholders;

e Practicing and exhibiting the Company’s values; and
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e Having an awareness of the statutory obligations imposed on Board members and
ensuring there are appropriate standards of corporate governance.

The Board has a charter, a copy of which is located on the Company’s website.
Management Functions

The Company has established the functions that are reserved for management. Management is
responsible, on a shared basis with and subject to the approval of the Board, for developing
strategy, and is directly responsible for implementing the strategies into the Company’s business
activities. Management is also responsible for safeguarding the Company’s assets, maximizing
the utilization of available resources and for creating wealth for Grange’s shareholders.

COMPOSITION OF BOARD

The Board aims to have a mix of relevant skills, industry and geographic knowledge together with
expertise to carry out its duties and meet its objectives including high levels of:
e Finance / accounting expertise;
Operational and technical expertise;
Large project management and implementation expertise;
Australian resources industry expertise; and
Iron ore marketing and trading expertise.

The Remuneration and Nomination Committee periodically considers the skill and experience mix
of the Board and undertakes a gap analysis. Directors are elected for a three year period and
retire by rotation in accordance with the Company’s Constitution. Professional intermediaries are
used to identify and assess suitable candidates for independent vacancies. New directors are
provided with an extensive induction program which includes a range of relevant Company and
Board information including company values and culture, meetings with senior management and
site visits to familiarise them with the operations of the Company.

The Board has a non-executive Chairman and the roles of the Chairman and Managing Director
are undertaken by different individuals. The Board is comprised of six Directors - two executive
Directors and four non-executive Directors.

Two of the four non-executive Directors are not considered to be independent. The non-
independent Directors, include Michelle Li (nominated by major shareholder Shagang
International Holdings Limited) and Clement Ko (representative of substantial shareholder Pacific
International Holdings Co. Pty Ltd). Michelle Li also acts as Chairman.

The Board is mindful of the Principles and the preference for Boards to have a majority of
independent Directors. The Board continues to monitor and review its composition and plans to
appoint an additional independent Director in the first half of 2014. The independent status of
each director is monitored throughout the year.

Non-
Director Independent Executive Term in Office
Michelle Li No — Nominated by major shareholder Yes 2 months
Neil Chatfield Yes Yes 5 years
Wayne Bould No — Managing Director No 6 months
John Hoon Yes Yes 3 years & 8 months
Honglin Zhao No — Executive Director No 3 years & 6 months
Clement Ko No — Substantial shareholder Yes 5 years
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EVALUATION OF THE BOARD, COMMITTEES AND SENIOR MANAGEMENT

The performance of the Board and its Committees is conducted on a periodic basis. Senior
management are reviewed and evaluated annually. In particular, the assessment of senior
management is conducted by reference to short term and long term key performance indicators
which are agreed at the start of each financial year. The evaluation of the Board is overseen by
the Remuneration and Nomination Committee and Board members are required to complete
questionnaires providing feedback on the Board’s performance. The review process for the
Committees is undertaken by way of regular feedback from the Board during the year. A formal
assessment of the Board was last conducted in mid 2013.

The Managing Director's performance is evaluated annually by the Remuneration and
Nomination Committee against a range of key performance indicators and targets. The
Committee makes a recommendation to the Board on the Managing Director's remuneration
which is based on both performance and external market data. The Managing Director has a
current position description and a letter of appointment which describes his term of office, duties,
rights and responsibilities and entitlements on termination.

BOARD COMMITTEES
Audit Committee

The Company has a formally established Audit Committee with a written charter, a copy of which
is available on the Company’s website.

The Audit Committee consists of Mr John Hoon (Committee Chairman), Mr Neil Chatfield and Ms
Michelle Li, all of whom are non-executive Directors. A majority of the Committee (including the
Committee Chairman) is independent. Each member of the Audit Committee must be
appropriately financially literate and at least one member of the Audit Committee will have
extensive financial or accounting expertise.

The Audit Committee assists the Board to meet its oversight responsibilities in relation to
Grange’s financial reporting, legal and regulatory requirements, internal control and risk
management systems and internal and external audit functions.

It is responsible for ensuring that the integrity of the Company’s financial records is maintained
and that the Company is exposed to minimum financial risk. It reviews:

e Grange’s financial reporting principles and policies, controls and procedures;

e the effectiveness of Grange’s internal control systems;

e the integrity of Grange’s financial statements and the independent audit thereof, and
Grange’s compliance with legal and regulatory requirements in relation thereto.

It undertakes a broad review, monitors compliance, and makes recommendations to the Board in
respect of the Company’s accounting, compliance and risk affairs. It also reviews the appointment
and performance of the external auditors.

Remuneration and Nomination Committee

The Remuneration and Nomination Committee’s overall role is to ensure that Grange’s
remuneration policies and practices are consistent with the Company’s goals and objectives.

The Committee is responsible for the oversight of Grange’s remuneration strategy and overall
policy. It makes recommendations to the Board on all aspects of appointment, remuneration and
termination pertaining to the Managing Director and reviews the appointment, remuneration or
termination of senior executives.
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In addition to considering the performance of the Managing Director and the performance and
succession planning of his direct reports, the Committee monitors external remuneration trends
and market conditions and selects and appoints external advisers as required.

The Committee oversees the Company’s diversity policy and corporate governance practices in
relation to remuneration. It is also responsible for making recommendations on non-executive
director remuneration and addressing relevant remuneration issues generally.

In addition to its remuneration responsibilities the Committee undertakes Board nomination and
appointment functions. It assesses the skills required by the Board, prepares and reviews the
Board’s succession plan and implements processes to identify and recruit suitable candidates for
appointment as non-executive directors.

The Remuneration and Nomination Committee has three members and presently comprises Mr
Neil Chatfield (Committee Chairman), Mr John Hoon and Ms Michelle Li, all of whom are non-
executive Directors. A majority of the Committee (including the Committee Chairman) is
independent.

There are no executive Directors on the Committee. The Committee seeks input from the
Managing Director and senior executives on selected Company remuneration matters. No senior
executive is involved in deciding their own remuneration. Executive remuneration is a mix of fixed
and performance based remuneration and external remuneration advisers are consulted by the
Committee as required.

The Committee has adopted the following guidelines for engaging and dealing with remuneration
consultants:

e the consultant/consultancy should have a database from which to draw data on market
practice in relation to remuneration of key management personnel (“KMP”) in relevant
comparator companies;

e the consultant/consultancy should have significant relevant experience in advising on
KMP remuneration;

e the individual consultants who are advising the company should have significant relevant
experience in advising on KMP remuneration;

e the consultant/consultancy should be engaged by and report directly to the Board or the
Remuneration and Nomination committee;

e any interaction between management and the consultant/consultancy should be
authorised by the Board or Remuneration and Nomination Committee and should be
limited to receiving input to allow the consultant to undertake the work commissioned by
the Board or Remuneration and Nomination committee; and

e If interviews or working sessions involve management then a representative of the Board
or Remuneration and Nomination Committee may attend.

Further details are contained in the Remuneration Report section of the Annual Report. The
Committee has a written charter a copy of which is available on the Company’s website.

Health, Safety and Environment Committee

The Board has a dedicated Health, Safety and Environment Committee. The Committee’s role is
to assist the Board discharge its environmental and workplace health and safety role and
obligations. The Committee provides the Board with additional resources to monitor and review
key issues in this area. The Committee has a written charter a copy of which is available on the
Company’s website. Specific duties of the Health, Safety and Environment Committee include:

e Reviewing the strategic plans and targets covering health, safety and the environment;

e Monitoring safety and environmental performance together with action plans to improve

performance and / or remedy specific issues;
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e Ensuring the consistency of standards, policies and practices across the Company’s
operations;

e Monitoring the implementation of new, and the effectiveness of established, health, safety
and the environment risk management systems at Company locations;

e Reviewing the findings of investigations into major incidents;

e Consideration of audit reports into health, safety and the environment systems,
processes and resources and recommending appropriate measures to the Board; and

e Reviewing compliance with legislation and internal policy as well as the Company’s
readiness for impending legislation.

The Committee is comprised of a majority of non-executive directors. The members of the Health,
Safety and Environment Committee are: Mr Neil Chatfield (Committee Chairman), Mr John Hoon,
Ms Michelle Li, all of whom are non-executive Directors, and Managing Director, Mr Wayne
Bould.

The Committee meets at least three times a year and at least one of these meetings will be at site
and incorporate an inspection of the operations. The heads of Company operations are invited to
attend all Committee meetings.

Committee of Independent Directors

The Committee of Independent Directors’' of the Board serves as an independent body with
respect to transactions which may give rise to a potential conflict of interest for a particular
Director, with a view to protect the interests of both the Company and its shareholders.

The Committee's duties include general oversight of the Company's consideration of any
proposed transaction between the Company and any person in relation to whom a conflict of
interest exists or may exist for a particular Director.

The Committee is also responsible for the interpretation of conflict of interest protocols as well as
reviewing and making recommendations to the Board or shareholders (as applicable) on the
pricing and contract negotiations for the supply of product to substantial shareholders or related
parties and the review of the process and arrangements for the supply of product on a spot sale
basis to substantial shareholder and related parties.

The members of the Committee of Independent Directors are: Mr Neil Chatfield (Committee
Chairman), Mr John Hoon, and Managing Director, Mr Wayne Bould.

A copy of the Committee’s charter is on the Company’s website.

INDEPENDENT PROFESSIONAL ADVICE AND ACCESS TO COMPANY INFORMATION

All Directors have the right of access to all relevant Company information, to the Company’s
executives and, subject to prior consultation with the Chairman, may seek independent
professional advice concerning any aspect of the Company’s operations or undertakings at the
Company’s expense.

CODES OF CONDUCT

The Board acknowledges its responsibility to set the ethical tone and standards of the Company.
Accordingly it has clarified the standards of ethical a