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ACCOUNTING TREATMENT OF FINANCIAL INSTRUMENTS

Resolute Mining confirms that under the new Australian equivalents to International
Financial Reporting Standards (AIFRS) it will be required o charge or credit to its
income Statement the change in the fair vaiue of certain of its financial instruments.

For the six month period to 31 December 2005 this is expected to be a charge of
approximately $49 million. It is important to understand that this is simply a change to
the accounting treatment of these instruments and the unrealised loss in this period will
be fully reversed in future periods through the reporting of $49 million of higher than
realised profits in those periods.

This situation arises as a number of the financial instrumenis entered inio by Resolute
Mining do not meet the strict criteria o be classified as "effective hedges”. Movements
in the fair value of the effective hedges are not required to be accounted for through the
income Statement.

Resolute Mining's approach ic hedging and the nature of the financial instrumenis it
uses to manage the risk associated with adverse movements in the gold price has not
changed over recent times. The hedge book has a mix of forward sales and put and
call options that represent a commitment of a modest 20% of its reserve base.

These positions have been buiit up over the last few years o take advaniage of the
rising gold price and to protect the profit inherent in the reserve base, particularly that
for the Ravenswood and Syama mines, which were acquired in a much lower gold price
environment. Unfortunately, the AIFRS does not in this case allow the increased value
of these reserves to be accounted for using a similar methodology to the financial
instruments {o provide some balance to the overall position.

Resolute Mining considers its gold price risk management {o be prudeni, conservative
and sensible for ifs goid assets. As such it intends to continue with its hedging practices
and instrument mix. The application of the AIFRS will therefore have the polential {o
produce considerable Income Statement volatility for the company in the future and
produce results not indicative of its underlying operating earnings.

The Resoclute Mining financial statements produced for each period will show clearly the
charges and credits associated with these instruments to enable investors and analysts
to betiter understand the normal operating earnings of the group.
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Details of Resolute Mining's financial instruments at 31 December 2005 are provided

bhelow.
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