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FIRST GOLD PRODUCTION From Mandilla Project EXCEEDS EXPECTATIONS
Anglo Australian Resources commenced mining at its wholly owned Mandilla Project, located 70km south of Kalgoorlie, Western Australia, in June 2006.

The West Mandilla palaeochannel deposit has been estimated to contain a Probable Ore Reserve of 70,100 tonnes @ 7.52g/t Au for 16,960 ounces of gold within a shallow (approx. 20m deep) pit. 

Mined ore is being treated under a custom milling arrangement at the Higginsville processing plant in Coolgardie, which will treat ore on a batch by batch basis.

Treatment of the first parcel of ore has been recently completed with outstanding results.

Based on the Reserve Model, the first parcel was predicted to be:

Tonnes
10,656

Grade
9.17 g/t

Contained gold
3,142 oz

Actual production for the first parcel was:

Tonnes treated
8,451

Grade
17.68 g/t

Recovered gold
4,755 oz

Actual gold production was 51% higher than predicted from the Reserve Model.

Fewer tonnes were mined than predicted from the Reserve Model, but grade was almost double that predicted.  This, in part, is a reflection of the success achieved in mining the thin ore horizon with less dilution than originally expected.  The success of the mining and grade control techniques employed in the initial part of the West Mandilla Pit bodes well for effective mining in the remainder of the Pit.  The positive reconciliation also suggests the grade of the Probable Reserve may have been estimated too conservatively. 
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The ore proved particularly amenable to treatment with overall recovery of 99.01% achieved.  Some 44% of gold was recovered in the gravity circuit. 

This highly profitable initial production reinforces the Company’ confidence that the Mandilla Project will prove highly successful.

Experience to date suggests that gold production from the remainder of the pit is likely to also exceed that expected on the basis of the Reserve Model. However, the degree of the positive reconciliation is difficult to predict precisely, given the variable nature of palaeochannel mineralisation.

On 4 October 4221 ounces of gold were sold at $A775 per ounce producing revenue of $3.3 million dollars.

The next parcel of ore is scheduled to be delivered to the Higginsville plant in November.  

     Signed on behalf of the Board of Anglo Australian Resources N.L.

John L. C. Jones

CHAIRMAN
For further information:

Angus C. Pilmer – Director
Peter Komyshan – General Manager Exploration

Telephone:  (08) 9388 9545
Telephone:  (08) 9322 5811
Information in this Report relating to geological data has been compiled by the Anglo Australian Resources NL Exploration Manager, Peter Komyshan, who:

· is a full-time employee of Anglo Australian Resources NL;

· has relevant experience in relation to the mineralisation being reported on as to qualify as a Competent Person as defined by the Australasian Code for Reporting Identified Mineral Resources and Ore Reserves.
· is a Member of the Australasian Institute of Mining and Metallurgy and is a Member of the Australian Institute of Geoscientists and has had more than twenty  years’ experience in the field of activity reported herein;

· has consented in writing to the inclusion of this data.
Ore resource information has been compiled by Andrew Bewsher an independent consultant from BM Geological Services, based on work by Peter Komyshan and a pit design by Bill Holly of Holly Mining Ltd. Andrew Bewsher is a member of the Australian Institute of Geoscientists and Bill Holly is a Member of the Australasian Institute of Mining and Metallurgy and both have more than five years relevant experience in relation to the mineralisation being reported on as to qualify as a Competent Persons as defined by the Australasian Code for Reporting Identified Mineral Resources and Ore Reserves
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