ANNEXURE 5

INCREASE IN MARKET VALUE RATHER THAN COMPETITION

Introduction

1. In addition to there being only a small number of junior iron ore explorers with iron ore
tenements that are granted and sufficiently close to the Mt Newman Line, the outcome of
exploration is highly speculative. That is, it isuncertain if further exploration will discover
adeposit of any mineral or one capable of producing a marketable product (with or without
blending with a higher grade product). It isalso uncertain whether an explorer will be able
to access a higher grade product and blending facilities.

2. Despite this, the market value of listed junior explorers holding iron ore tenements has
been increasing for factors unrelated to the exploration of iron ore. An example of thisis
IOH.

Case study - IOH

3. IOH was established in December 2003 and listed on the ASX on 10 May 2005 at an issue
price of $0.20, with a market capitalisation of $6.38m.: Since listing, IOH's share price has
increased to $2.80 as at 9 December 2005 for a market capitalisation of $89m.

4, IOH has focused all of its activities solely on itsiron ore projects at North Marillana, Lamb
Creek, Y andicoogina Creek and The Three Sisters.> However, IOH has not reported any
JORC compliant mineral resources or reserves on any of its projects. Further, although
IOH has commenced drilling in relation to one of its projects,® there have been no reported
drilling results to date.

5. In comparison to its market capitalisation, IOH's reported net assets as at 30 June 2005
were $5,369,295. I0OH incurred aloss (after tax) of $367,856 for the last financial year.*

6. While IOH has conducted a preliminary scoping studys, and reported field mapping results
and exploration targets at its Lamb Creeke, North Marillana and Y andicoogina projects,
IOH acknowledges:

*10OH, ASX announcement — Iron Ore Holdings Limited: Admission to official list (5 May 2005). Official quotation
commenced at 12pm on 10 May 2005.

2 See IOH, Annual Report 2005.

*10OH, ASX announcement — Drilling commences at Lamb Creek tenement (12 December 2005).
*10OH, Annual Report 2005.

* |OH, ASX announcement — Positive growth margins from mining and road transport study.

¢ |OH, ASX announcement — Results from field mapping at Lamb Creek tenement (14 November 2005).
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The potential quantity of material of the exploration targets is conceptual in nature as
there has been insufficient exploration to date to define a Mineral Resource and it is
uncertain if further exploration will result in the determination of a Mineral Resource.

7. For its four tenements for which expenditure details have been lodged with DOIR,* IOH
has reported expenditure on "exploration” of $20,114, $20,114, $40,225 and $20,114 for
the year 2005. Total recorded expenditure for these tenements (including administration
and other expenditure) is $26,382, $25,484, $54,860 and $27,870 respectively.

The minimum required total expenditure for each of its four respective tenementsis
$20,000, $20,000, $39,600 and $20,000.°

8. Since August 2005, IOH has responded to three ASX share price and volume queries, and
on each occasion stated that it was not "aware of any information concerning it that has not
been announced which, if known, could be an explanation for recent trading in the
securities of the Company" .

0. Although one of the factors listed by IOH as a possible explanation for the price changes
and increases in volume of trading in shares of |IOH was the positive Council draft
recommendation on 4 November 2005, the other reasons given were:

@ strong investment interest in iron ore resource/exploration based companies,
particularly following the half-yearly profit report of Rio Tinto Limited;*

(b) major iron ore producers are seeking another increase in 2006/07 iron ore prices
and most analysts are forecasting a 10 to 15% price rise;»

(©) IOH was at the time finalising three target identification reports in reference to the
recent mapping of its tenements;* and

(d) anewspaper articlein The West Australian in relation to Perron Investments Pty
Ltd dated 1 December 2005,“ referring to IOH's placement of 770,000 shares with

"IOH, ASX announcement — Field Mapping Results from North Marillana Extension, Weeli Wolli and
Y andicoogina Creek Main Branch East Targets (7 December 2005).

® These include E47/1236-1239.

° DOIR, Mineral Titles Online.

©1OH, ASX announcement —Price and volume query (8 August 2005): increase in price from 49 centsto 65 cents
between 3-8 August 2005; |0OH, ASX announcement — Price and volume query (11 November 2005): increase in price
from $1.08 to $1.46 between 7-11 November 2005; and IOH, ASX announcement — Price and volume query

(2 December 2005): increase in price from $1.86 on 1 December 2005 to an intra day high of $2.30 on 2 December
2005.

" 1OH, ASX announcement —Price and volume query (8 August 2005): increase in price from 49 centsto 65 cents
between 3-8 August 2005.

2 10OH, ASX announcement — Price and volume query (11 November 2005).

% 10OH, ASX announcement — Price and volume query (11 November 2005).
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Perron Investments Pty Ltd at $1.30 per share to raise $1,001,000 pursuant to a
prospectus dated 30 November 2005.*

10.  Theabove exampleisone of many. Exploration is ahighly speculative endeavour and
consumes capital which generally resultsin high level of loss unless invested over long
periods (eg. over 10 years). Asaresult, to ensure their own viability junior explorers, must
raise capital, which is best undertaken with good news resource stories. However, these
stories do not mean that the mineral deposits being explored for exist or will ever be
capable of being mined.

“10OH, ASX announcement — Price and volume query (2 December 2005).

> |OH, ASX announcement — Share placement — Perron Investments Pty Ltd increases shareholding (30 November
2005).
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