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THE COMPANY

From 1972 until 1989 Bougainville Copper Limited
operated a large open pit mine and processing facility
at Fanguna on Bougeainvitle island in the North
Solomens Frovinee of Papua New Guinea producing
copper concentrate contalning significant quantities of
gold and silver. Or 15 May, 1989 production was

brovght to 2 halt by militant activiry.

In the seventeen years before cessation of operations in
198% the mine had produced concentrate containing 3
mililon tennes of copper, 300 tonnes of gold and 754
tennes of sitver. The production had a value of 5.2
billior which represented approximately 44% of Papua
New Cuinea's exports through that perlod.
Contnbutions to the National Goverament in the
form of taxes, duties and dividends were
approximately 17% of internally generated Papua New

Guinea Government revenue over that period.

Atotal of K1088 millior: has been contributed to the
Mational Government which represents 62% of the net
cash generated by the project. In addition, payments
te the North Solomons Frovincial Government and
Fanguna landowners, together with provisions made
since 1990, amount to K134 miflion. Furthey, the
company's presence in the North Solomons Provinee
had promoted the development of significant local
business enterprises to provide goods and services
required for the mining operation and for the residents

of the province.

Company training programs for some 12 000
employees, including approximately 1 000 completing
full trade apprenticeships and some 400 completing
graduate and post graduate studies, had previously
resulted in considerable progeess in the focalisation of
the company's employees and also added significantly
to the number of skilled workers elsewhere in the
country's work-force. At the end of 2003, the
company had no employees. The activities of the
company ate being managed on a contracted services
basis by a small team of Rio Tinte Minerals (PNG)
Limited staff based in Fort Moreshy.

Since the mine closed the company has retained, in
good standing, its rine lease and other leases on
Bougamville. Four years ago the company announced
a change in strategic direction. Rather than maintain

readiness to redevelop the mine the company announced

its desire to dispose of the Bougainville assets. it has
developed a portfolio of cash and equities, including
1nvestments in PNG projects. Bougainviile Copper
Limited has let the National Government know it is
ready to discuss disposal of the Bougainville assets
when Bougainville leaders and the National

Covernment consider it appropriate.

Bougainvilie Copper Limited is owned 53.58% by Ric
Tinte Limited. The Papua New Culnea Covernment
owns 19.06% while public shareholders hoid the

remaining 27.36% of the share capital.

METICE OF MEETING

The Annual General Meeting of Bougainville Copper
Limited wiil be held at 10.00am on the &th day of
May, 2004 at the Crowne Plaza, Hunter Street, Port
Moresby, Fapua New Guinea.

A separate Notice of Meeting is enclosed.

All shareholders are cordially invited to attend.

IMRECTORE

P R Taylor {Chairman)}

B R. Alexander

K. Aua OBE

B. L. Cusack {Chairman to 21 Octoher 2003)
D, H. Mclellan

M. A Moramore OBE
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THE YEAR IN BRIEE

* Mine remained dosed. Access to
FPanguna mine stifl not possible.

* Slow progress towards antonomous
government.

* Continued diversification of investments
ito equities.

* Tax dispute of substantial proportions

2003
Investment income (000 19 234 11§75
Operating profit (K000} 14 497 7 870
Farnings per share {toea) 3.61 1.96
Shareholders' funds (K000 316 104 S0 607
Return on shareholders' funds {per cent} 4.6 26




CHAIRMANS STATEMENT & YEAR IN REVIEW

Chairman Retires

My Barry Cusack retired as Chairman at the October
2003 Beard meeting. Barry joined the Board in 1997 and
was elected Chairmen. He retired from the Rio Tiato
Group in 2001 and has been gradually relinguishing
non-executive posttions assoclated with the Group since
that time. 1wish to record the Board’s appreciation of
Barry’s leadership over six years and my personal thanks
for his assistance to me as Managing Director

The Board elected me Chairman and 1 will continue as
Managing Director. As a result this report combines the

reports of both positions.

Hesults

[ 20603 net profit was K14.5 million compased to K7.87
million the previous year Results at year-end in
Australian dollars were AS6.07 milliorn and AS3.59
million respectively. The improved result reflects the
irnpact of the strengthening Australian dollar, higher
average NG interest rates and improved share prices in

Australia.

Investment Strategy

Over the past yvear the company has substantially
achieved 1ts goal of shifting the investment focus from
cash deposits in NG to equity investrments.
Approximately 80% of the company’s liquid assets are
now in Australian listed equities. [a addition the
Company has substantial investments in TNG
companies, Lihir Gold Limited and Ramu Sugar Limited.
The decigion to invest in equities was driven by the
voiatile nature of the PNG economy, particularly the
company’s considerable exposure to any depreciation of
the kina. [ am pleased to report that the Investment
strategy has helped the company take advantage of the
stronger Australian doliar and the stronger Australian

stock market.

Tax Dispute

It was reported last year that the Internal Revenue

Commission [IRC) was conducting 2 tax review of the

L

company. The IRC has since issued the company with

a demand for additional tax of ¥13.24 m:ilion which

together with penalties totals K32.98 million. This
represents approximately 21% of our non-mining assets.
The company has been following normal practice in

depreciating its assets on Bougainville and charging

depreciation against revenue. The IRC has decided to
amend tax assessments it has previcusly made which
allowed depreciation beyond 1997, Any tax losses
arsing from the cessation of mining operations expised
in 1997, however depreciation carties forward.

The company has received expert advice on the martter,
including that of senior Australian legal counsel. The
company has lodged formal objections and will
strenuously defend the claim. The IRC and the PNG
Attomey General have been given notice that the
company seeks arbitration pursuant to the Bougainvilie
Copper Agreement. Lengthy and expensive legal

proceedings for both parties are expected.

DHvidend Policy

MNotwithstanding improved results the company does
not propose to pay & dividend this year because of the
transaction costs, the tax dispute and exchange control
restrictions. At a dividend of 2 toea per share the cost
of paying a dividend would exceed the value of the
actual dividend for approximately 13,000 of BCLs
16,000 shareholders. In effect the large shareholders ase
subsidising the transaction cost of paying a dividend to
this large group of small shareholders.

As a result of the tax dispute the IRC has indicated BCL
will not be permirted to remit funds (ncluding

dividend) offshore until the matter is resolved.

Share Buy Back

The company has been investigating a compulsory
buyback of non-marketable parcels of shases. A large
number of shareholders cannot sell their shares on
market because they have insufficient shares to make
up a marketable parcel. Furthermore, brokerage costs
would exceed the value of many smallholdings. For the
company the cost of maintaining many smallholdings
exceeds the market value of the shares. There is also an
unsatisfactorily high number of shareholders the
company cannot find. This means any dividend due to
these sharehoiders must be paid to the ENG
government as unclaimed money. [deally, the buyback

will take place in the current year.



CHAIRMANS STATEMENT & YEAR IN REVIEW

Bougainville

The situaticn ca Bougsinville has changed little since the
last annual report, as far as access to the mine is
concerned. The mine site is still & ‘no go zone”. The
move towards giving Bougainvilie a new constitution is
proceeding, but slowly. A date for the election of the first
‘autcnomous’ government under the new constitution is
vet to be announced. When the terms of the
constitution are settled and a local government is in
place, the company will be in a better position to plan
and implement a strategy for the future of the mine site.
The recent strong world prices for gold and copper may
give some encouragement that reopening the mine will
be an economic proposition. However metal prices alone
will not determine the future of mining on Bougainville.
There is ne indication from landowners or Bougainville
leaders that mining will be welcome. It must also be
assumed that mine site assets continue to deteriorate
with time and therefore the cost of a restart increases.
Although some assets like the port, access road and pre-
stripped ore are all positives, any potential developer
seeking funding to restart the project is faced with the
additional issues of FNG country risk and the long period
of civil disturbance originating in the viclent closure of
the mine. For the record the company is not doing any
mining feasibility work nor is it planned. That is not to
say the mine and the prospective exploration licences
have no leng term value but rather the circumstances on
Bougainville are not et conducive to realising any
underlying value.

Company policy s still to sitimately divest the

Bougainville assets.

Litigation

It is now over three years since a group from Bougainville
commenced a “class action” in the US Federal Court
against the company’s largest shareholder Rio Tinte
Limited and Rio Tinte ple. The daims relate lasgely to
acts of the FNG Government. Rio Tinto is alleged to
have ‘partnered’ the Covernment in the project and, as a
consequence, 1s alleged to be vicariously liable for the
alleged wrong doings. Rio Tinto has denled Sability.
The court of first instance dismissed the action and an
appeal was heard in 2003, The appeal court has given

the parties notice a decision will not be given until the

LS Supreme Court hears another case, with some
common legal questions, later this year. The appeal
decision may not be the end of the matter because
further appeal processes are availabie.

BCLis not a party to any litigation in the USA.

There is also a landowner clalm in the National Court of
PNG seeking declarations on landowner representation
and compensation for the peried of mine closure. BCLis

defending the martter

Corporate Governance

Although the company s registered in PNC and is
subject to PNG company faw it is Hsted on the
Australian Stock Exchange and is subject to ASX listing
rules. The ASX recently 1ssued new corporate
governance guidelines. These ase not mandatory rules in
the sense that each recommendation must be followed
but dsted companies must report against them and
explain why any recornmendation is not followed. This
year’s annual report has a statement in compliance with
those guidelines. it needs to be borae in miad that 8CL
does not have any employees of its own, but is managed
under an agreement with a Rio Tinto service compary.
The guidelines, in part, assume the listed entity has
employees and 2 management structure different to that
of BCL. [n many instances BCL adopts the standards
and policies of its parent company, Rio Tinto Limited.
Detail of the Rio Tinte policies can be obtained from its
website, www.riotinte.com. During the year it is
intended that BCL will be linked to the Rio Tiato
website and information about the company, including

thiz annual report, will be listed.



Year Ahead

The aim in the coming year 1s to bring the PNG

government and the Bougainville leadership together to
resolve the future of BCLs assets. Some progress has
been made already with leaders on Bougainville
indicating a willingness to engage in dialogue over the
mine, past and present. The National Government, like
the comparny, has been waiting for an appropriate time
to bring the mine onto the agenda. We believe that time
has come.

There are many stakeholders, especially on Bougainville,
who want a say. [here are the Panguna landowners,
ather landowners within the road, port and tailings areas
and others on Bougainvilie who have made sacrifices
arising from the conflict as well as those who will be
responsible for the future of Bougainville. The National
Covernment is a party to the Bougainville Copper
Agreement as well as being the second largest
shaseholder. Last there are the thousands of
shareholders, inciuding many from Bougainville, who
have seen the value of thelr equity and dividend stream

substantiaily diminished.

Tributes

Sadly I report that two of the great pioneers of the
Company, 5ir Frank Esple and Mr Don Vernon, passed
away since the last annual repost.

Sir Frank Zspie became Executive Director of BCLin
1968 and Chairman in 1971, He was knighted in 1979,
Sir Frank was ahead of his time in terms of social
consclousness when it came to the development of the
Fanguna mine. He employed not just the best
technicians but also the best social scientists. He
instituted policies aimed at ensuring the least disruption
to the local community. He insisted that his top
managers spend time working in the community
relations section to ensure they were exposed to and
better understood the needs and aspirations of the local
COMIRUNITY.

Don Vernen served with the Company for 15 years. He
became Managing Director in 1973 and Chairman in
1979, He retired from BCL in 1986, Don was not only
one of the best managers [ ever met but also one of the

finest gentlemen. He was chairman of BCL when |

joined the company and as company secretary 1 got to
deal with him frequently. He had the gift of being able
to empathise with just about everyone. I marveiled at
how he was able to speak individually to everyone at a
social funetion or meeting no matter how many people
attended. He seemed to know something personal about
everyone and always seemed to make just the right
enquiry that would reassure all that they really

mattered.

Dhrectors Elections

As mentioned earlier Me Cusack setired dusing the year
The board decided not to appeint a replacernent director
Cdven the nature of the company’s current activities and
level of experience and expertise of my fellow disectors it
13 propoesed the boasd consist of the current five
directors.

The company’s constitution has a formula that requires
directors to retire annually by rotation. This year Mr
David Melellan and Mr Broce Alexander retise and offer
themnselves for re-election. [ support the re-election of

both retinng dizrectors.
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PETER R TAYLOR

Chalrman & Managing Director

26 February 2004



PERECTORS REPORT

The directors of Bougainville Copper Limited present
their report on the audited financial statements of the

company for year ended 31 December, 2003

BEVIEW:

The Fanguna mine has not operated since 15 May,
19589 due to the crists on Bougainville and the activities
of armed militants, and it has not been possible for
company employees to return to the mine since thelr

withdrawal early in 1990,

Foliowing withdrawal of employees from the island,
a small management team was established in Fort
poreshy. This team has now been Incorporated inte
Ric Tinto dinerals {PNC) Limited (RTM), 2 wholly
owred subsidiary of Rio Tiato Limited. BCL has 2
management sexvice agreement with Rio Tinto, RT
performs this agreement on behalf of Rie Tinte.

The strategy to invest cash in equities has continued.
This is considered the best option until the futuse of
the Bougainville assets 1s finalised. The Covernment
and Bougainville parties have been made aware of the
company s willingness to resclve matters relating to

Bougainviile.

DIRECTORS:
The directors of Bougainville Copper Lirnited at

balance date are:

B R, Tavior

Age 57 BA BSc LLB LLM

Lawvyer formerly 1n private practice.

Within the Rio Tinto Group formerty Company
Secretary Bougainville Copper Limited, Genesal
pdanager Commercial CRA Exploration Pty Limited,
CRA Projects and Ceneral Corporate Counsel CRA
Services Limited. Appeinted director of Bougainville
Copper Limited April, 1997 and Managing Director
pdarch, 2000, Appointed Chairman 21 Cerober 2005
Currently a Director of AESOP Business Volunteers
and Vice President of the Australia Papua New Cuinea

Business Council.

B, B, Alewander

Age 61 PAIB FAICD

Forty years with Westpac Banking Coerporation
including five years as Chief Executive, Facliic Regional
Banking and Chalsman, Westpac Bank (FNG) Limited
{1994-1999). Former President, Australia PNC Business
Councii. Former Chairman, AESOP Business
Volunteers, Chairman Hunter Clive Co-operative
Limited. Appointed director of Bougainville Copper
Limited May, 1999,

K. Ana OBE

Age 48 Bec

Former First Assistant Secretary, Department of
Foreign Affairs & Trade. Managerial roles in the
private sector until joining the Department of Mining
and Petroleurn as Deputy Secretary in 1994
Appointed Secretary, Department of Mining in 1598,
Director of Mineral Resources Corporation, Director of
Mineral Resources Lihirn, Director of Mineral Resources
Star Mountains and Deputy Chalrman of the PNG
Water Board., Appointed director of Bougainvilée
Copper Limited October, 1998

oML Melellan

Age €8

Extensive experience of commercial business in Fapua
New Guinea as former Managing Director of Burns
Phitp {PNG) Lid. Former President of PNG Employers
Federation. Fermer Chairman of Australian Executive
Ovwerseas Program Ltd. Appointed director of
Bougainville Copper Limited July, 199E.

M, A Moramore OBRE

Age 51 BCom MSc

Former Vice Chancelior, PNG Unlversity of Technology.
Former Executive of Rio Tinto Minerals {PNC) Pry

Lirnited and Chevron Niuginl Limited. Cusrently

Corporation {formerly Frivatisation Commission).
A member of the Boards of Westpac Bank (PN}
Lirnited, SF Brewery Limited, National
Superannuation Fund and Highlands Pacific Limited.
Appointed director of Bougainviile Copper Limited
April, 1993



ACTIVITIES:

Bougainville Copper Limited has produced copper
concentrate containing gold and stlver from a mine at
Parguna, Bougainville, Papua New Cuinea, from 1972
unti! operations were suspended due to militant activity
in day, 1989 The Company now derives investment
income. The company has ne subsidiaries.

NET BARMNINGS:

The net profit of Bougainville Copper Limited for 2003
was K14 497 252 (2002 K7 865 6221

TAKATION:

Mo future income tax benefits have been recognised in
the accounts.

SHARE CAPITAL:

There was no change in the company s capital structure
during the year

LONG TERM LOANS:

The company has no loans and no lines of credit are in
place.

DIVIDENDS:

The directors have not declared a dividend for 2003.
ACCOUNTING POLICIES:

There have been no changes made in the company’s
accounting policies during 2005,

DIRECTORS INTERESTS,
Irectors’ interests in the share capital of the company
and its related companies as at 26 February, 2004 were:
E R, Taylor 600  Ric Tinto Limited Shares

1 873 Options - Rio Tinto Share

Savings Plan

£ 419 Options - Rio Tinto Share

Cpticn Flan

B.R. Alexander  No interests

K. Aua

Aua - Nointerests
1+, Melellan

No interests
MUA Moramoro MNo interests

HEERESTS RECISTER

There were 1o transactions recorded in the Interest’s
Register during the year, other than the directors’
interests in the shares of the company as shown above.
AUDITORS:

The retiring auditors, PricewaterhouseCoopers, being
eligible, offer themselves for re-appaintment. Details of
amocunts paid to the auditors for audit and other
services are shown in note 2 to the financial
statements.

REMUNERATION OF EMPLOYEERS:
The company had no employees during the year

BEMUNERATION OF DMEECTORS:

The amount of directors” remuneration, including the
value of benefits, received during the year 1s shown in
note 11 to the financial statements.
DORATIONS:
The company made no donations dusing the year
The Company does not make donations to political
parties. The Bougainvilie Copper Foundation continues
to provide educational and other support. BCL provides
administrative support to the Foundation.
ENVIRONMERNT:
pining operations of the company ceased in 1989 and it
has been dented access to its mine site because of the cvil
disorder since that year. The company is not aware of
any liability being incurred under any environmental
legislation.
ADDITIONAL INFORMATION
The directors also state that:
1. There were no significant changes in the state of
affalrs of the company during the vear
2. The results of the company during the financial year
have been, in the opinion of the directors, substantially
affected by events of a material and unusual nature as
contained in this report, and as set out in the notes to
the accounts.
3. Except as reported in this annual report, no matters or
circumstances have arisen since the end of the financial
year which significantly affected or may significantly affect:
{iy  the operations of the company
(1) the resules of those operations or
(i} the state of affairs of the company in the
financial year subsequent to 31 December, 20035
4. The directors do not have an interest in any contract
or proposed contract with the company, are not parties
to any material contract invelving directors” interests,
and are not in receipt of any loans or benefits other
than the aggregate amount of emoluments received or
due and receivable by directers shown in the accounts
and the amount of fixed safary derived from the
company or from a related corporation.
5. No options over shares of the company have been
granted by the company during the financial year or
since the end thereof; no shares of the company were
issued duniag the year or have been issued since the end
thereof by virtue of the exercise of any option granted
by the company; and no options over shares of the
company age outstanding at the date of this report.
Sigred this 26th day of February 2004 in accordance
with a resolution of the dizectors of Bougalnville
Copper Limited.

P R. Taylor
Chairman and Managing Director

M. A. Moramoro
Director



CORPORATE GOVERNANCE
STATEMENT

For the financial year ended 31 December 2003

Governance Overview

The Board 13 responsible to ensure that Bougainville Copper
Limited {BCL) i3 managed in 2 way that meets the
ohjectives of all its shareholders, while paying proper regard
to the interests of external stakeholders. This staternent
outlines the main corporate governance practices that were
followed during the financial year ended 51 December
2003, The Directors are committed to high standards of
corporate governance. The recommendations of the ASX
Corporate Governance Council (*Council™) on corporate
governance practices have been considered by the Board.
The Directors concluded that the corporate governance
structures and processes in place at BCL are substantially in
compliance with the Council’s recommendations. 1n some
areas, minor changes were required which have been

concluded or ase in the process of implementation.

The Board has noted that the Coundil described corporate
governance as “the system by which companies are directed
and managed. It influences how the ohjectives of the
company are set and achieved, how risk s monitored and
assessed and how performance 1s optimized. There is ne
single model of good corporate governance. What
constitutes good corporate governance will evolve with the
changing circurnstances of a company and must be taifored

to meet those circumstances.”

The Directors are aware of the valuable contribution made

to the company by its major shareholder Rio Tinto Limited
{*RTE) in terms of policies and practices.

Notwithstanding this, the Directors acknowledge that they

must, and do act in the best interests of all shareholders.

Board Respounsibilities & Charter
The Board has instituted 2 Charter and will review its

suitability on an annual basis.

In carrying out its responsibilities and powers, the Board at
all timnes recognises its over-riding responsibility to act
honestly, fairly, difigently and in accordance with the law
in serving the interests of the Company’s sharehelders and

employees and the community.

The Directors approve strategy and business plans and
mnoniter the performance of the Company against these
plans. The Directors also monitor compliance with policies
prescribed by the Board in areas such as health and safery,

environment, husiness ethics, internal control and risk

management. These policles are designed to ensure that
Bougainville Copper Limited meets or exceeds the

regulatory requirements governing its operaticns.

The Board is aware that related party transactions must be
considered carefully and these ave vetted by the
independent Directors on the Audit Committee. Directors
associated with the relevant gelated party do net vote on

transactions involving the related party.

in addition to the matters expressly required to be

approved by the Board by law, the powers specifically

reserved for the Board are:

{a} the confirmation of the appointment of the Managing
Drrector;

b

~Z

all matters in excess of discretions that it may have
defegated to the Managing Director; and;

{c] approval of each of the following:

{1} the acouisition, divestments or establishment of
any significant business assets;

changes to the discretion delegated from the Board,
business strategy and the annual operating plan;
changes to the capital and operating approval
fimits of the Managing Disector;

the annual report and full-year/half-vear results;
{vi} interim and final dividends payable

{vii} significant changes in accounting policies or

practices;
(villjauditor remuneration and recommendations for
appolntment or remoeval of auditors; and
{ix proposed business ventures not in the ordinary
course of the Company’s business.
The Company’s formalisation and disclosure of the
functions reserved to the Board and those delegated to
management are consistent with recommendation 1.1 of

the Council

Board Composition

During the reporting period the Board of Directogs of
Bougainville Copper Limited consisted of six directors up to
October 2003 and five disectors thereafter. The Chairman
was Mr Barry Cusack until October 2003 and thereafrer
tar Peter Taylor Mr Cusack was a former executive of Rio
Tinto Limited and Mr. Taylor is a current executive of Rio
Tinto Limited. RTL helds 2 53.58% interest in the share
capital of BCL. Mr Kuma Aua is an employee of the Papua
New Cuinea Government, which holds a 19.06% interest
in BCL.



Details of the Directors, their qualifications and experience

are set out on pagc &,

Qualification for Board membership is related to the mix
of skills and knowledge that the Board considers will best
serve the interests of BCL and all of its shareholders.
Decisions relating to appolntment of Directors are made
by the full Board. Directors appointed by the Board are
required by BCL's Constitution to submit themselves for
election by sharehoiders at the Annual General Meeting
following thelr appointment. There is no share ownership
gualification for appointment as a Director. The Board has
not established a nomination committee. The Board
recognises that this is not compliant with
recommendation 2.4 of the Council, but considers that
existing practices are satisfactory.

Drrectors are subject to retirement by rotation in
accordarce with BCLs Constitution, but may offer
themselves for re-election. The person holding the
positien of Managing Director 1s not subject to retirement

by rotation whife holding that position.

Independence

The Boasd of Directors does not consist of a majority of
“independent” Directors. My Kuma Aua 1s an employee of
the PNG Covernment, a substantial shareholder; Dr
Maoseley Moramoro is a former executive of Rio Tiato, the
majority shareholder and Mr Peter Taylor is a current
executive of Rio Tinto. [n those circumstances BCLis in
non-compliance with recommendation 2.1 of the Coundil.
The compesiticn of the Board recognises Rie Tinto
Limited’s majority shareholding, the Papua New Guinea
government’s major sharcholding and the PNC experience
D Moramore brings to the Board. The Directors are
required to, and do, act in accordance with thelr statutory
duties of good faith and for a proper purpose. All related
party transactions, including those with Ric Tinto
Limited, have been determined to be in the interests of the
Company. in particulag the Board's decision to approve 2
Managernent Services Agreement with Rio Tinto Services
Ltd {a wholly-cwned subsidiary of RTL) was made after
the related party transaction was considered by Directors

not assoclated with Rio Tinto.

The Directors believe that it is appropriate for Mr Taylor
to have the dual responsibility of Chairman and Managing
Drrector. Whilst this is not compliant with
recommendation 2.2 of the Council, the Board considers
that Rio Tinto’s 53.58% sharehelding warrants this

appolntment, and given the respective roles of Managing

Director and Chalrman have been codified with authoerity

levels set for each position to ensure the combined roles do
not result in unfitted power being held by a single member
of the Board.

Audit Cormmittes

The Audit Committee is appeinted by the Board and
comprises three non-executive Directors of whom two are
independent. Mr David Mclellan, an independent
Director, is the Chalrman of the Audit Commitree.

The Board has approved a formal Charter for this
comnittee.

The Committee provides a formal structure for reviewing
BCls financial statements, accounting policies, control
systems, risk management practices and liaising with the
external and internal suditors.

The Commirttee advises the Board of any matters that
might have a significant impact on the finandial condition
of Bougainville Copper Limited and has the authority o
investigate any matters within the terms of reference,
having full access to the information and resources of
Bougainville Copper Limited to fulfill its function. Related
party transactions are considered by the Audit Committee.
The Committee reviews compiance with FNG law, BCL
being a PNG registered company, and the requirements of
the Australian Stock Exchange and other segulatory
requisremnents.

Attendance details of the 2003 meetings of the Audit

Committee are set out in the table below.

DIRECTOR Meetings Meetings
Attended Whilst in Office

I3 pMelellan {Chairman)} 4 4

B Alexander 4 4

M Moramoro 4 4

Any work to be conducted by the external auditor other
than the audit is approved by the Audit Commirtee.
Among the Committee’s responsibilities is the review of
the adequacy of existing internal and external audit

rrangements, accounting policies, financial reporting and

jat]

procedures, risk management, taxation and the oversight
of compliance with internal control systems and

IﬁngIatDEy regu lrement.,

The Committee seeks to ensure that the Boasd 1s made
awware of any matters that might have a significant lmpact
on the financial conditicn or affairs of the Company. The
financial reporting practices and the composition of the
Audit Committee complies with recommendations 4.1,
4.2, 435 and 4.4 of the Council.



Rigke Identification & Management

Bougainville Copper Limited has in place a range of
policles and procedures to manage the risks associated
with its operating activities. These policies have been
adopted by the Board to ensure that potential business
risks are identified and appropriate action taken. The
management of risk is an integral part of the
responsibility of both the Board and Management and is
carried out through an integrated risk management
assurance process. BCL benefits from the knowledge,
policles and practices adopred by Rio Tinte Limited to
manage its diverse business activitles covering a variety of

comrmodities and operation focations.

The Board has in place 2 number of systems to identify

and manage sisk. These include:

* the identification and regular review of all of the
significant business risks facing the Company;

* the provigion of information by Management to the
Board, on a periodic basis, as to the status of any plans,
controls, policies and/or procedures to manage the
significant business risks;

» guidelines for ensuring that capital expenditure and
revenue commitinents exceeding certain approved
limits are placed hefore the Board for approval;

*» limits and controls for all financial exposures.;

* aregulatory compliance program; and

» safety, health and environment policies which are
supported by a set of standards and management
systems which recognise the Company's commirment
to achieving high standards of performance in all its
activities in these areas

The Board, having reviewed and adopted them as

appropriate for the Company, acknowledges that BCL has

agreed to comply with all relevant Rio Tinto Limited
health, safety and envirenment policies and believes there
are considerable advantages.

These policies and procedures satisty recommendation 7.1

of the Council.

The Managing Director and the Rio Tinto Chief Financial

Officer responsible for BCL state in writing to the Board

that: “the financial reporting and operational results are

founded on a sound system of risk management and
internal compliance and control which implements the
pelicles adopted by the Board”. This process satisfies
recommendation 7.2 of the Council.

Board Meetings

The Board nermally has four scheduled meetings per year
and may meet at other times to deal with urgent issues.
In 2003 there were 4 meetings of the Board and the
attendance details for Ditectors are set out in the table
ahove.

DIRECTOR Meetings Meetings
Attended Whilst in Office

*B Cusacl 4 4

B Alexander 4 4

K Aua 3 4

D Mclellan 4 4

M Moramoro 4 4

P Taylor 4 4

* hr Cusack retired on 21 October 2003

Independent Professional Advice

Directors may seek independent professional advice, both
individually and collectively at BCL's expense. Directors
are required to give prior notice to the Chairman of their
intention to seek independent professional advice and
provide the names of any professional advisers they
propose to instruct together with a brief summary of the
subject matter. Any advice obtained by a Director must

be made available to the other Directors.

Bemuneration

BCL has no employees of its own. The Company’s day
to day management is conducted pursuant to the Service
Agreement with Rio Tinto Services Limited.
Remuneration of senlor executives providing
management services to BCL under the Agreement is
administered by Rio Tinto in conformance with Rio

Tinto Limited senior management remuneration systems.

The Board considers that appication of Rio Tinto's
Remuneratior Folicy complies with recommendations 9.1,
9.3 and 9.4 of the Council. The Board does not consider
it necessary to establish a Remuneration Committee as
proposed by the Council {Recommendation 9.2 given the
gize of the Board and any remuneration matters are dealt
with at Board level.

The maximum limit for Directors’ remuneraticn is
determined by shareholders in a General Meeting, Within
that allowance the remuneration of Directors is generally
determined by the full Board afrer taking into account
data on market remuneration levels. During 2003 there
Wwas no increase in Directors remuneration. Neither the
tdanaging Director nos the PNG Government nominated

director receives directors’ fees.
Details of Directors’ remuneration and superannuation
are set out ik the financial statementa.

There are no executive based share schemes provided by
BCL.



Purchase and Sale of Company Securities

BCL complies with the Rio Tinto Limited policy that
reinforees to all directors and officers the prohibition
against insider trading. The Share Trading Folicy is
available for inspection on RTLs website in compliance

with recommendation 3.2 of the Council.

Under the policy:

»  Directors and senior managers must advise the
Cheirmar if they intend to purchase securities in the
Company or any other company with which BCL is
conducting business. In regard to hls own dealings the

Chatrman is required to notify the full Board.

*  No dealings in securities by directors and officers of
the Company may take place during the pertod two
months immediately preceding the announcement of

the Company’s annual results or half year results.

Particodars of Directors” Intereste fn Shares and
Options

The particulars of the Directors” interests in shares In the
Company and related bedies corporate as at 31 December

2003 are set out on page 7.

Each of the Directors has given a general notice in
accordance with FNG corporations law {and consistent
with the Australian Corporations Act 2001} stating that
he is an officer and/or member of certain specified
corporations and, as such, is to be regarded as having an
interest in any contract which may be made between

BCL and those corporations.

Ferformance Self-Assessrment
The Board does not currently have a formal process for
Board performance evaluation. This matter is currently

under review by the Board.

Code of Conduct
BCL has adopred Ric Tinto's Code of Conduct and
statement of business practice, “The Way We Work™.

{conforms with Recommendation 10.1)

All employees of Rio Tinto Limited providing services to
BCL are required to maintain high standards of ethical
behaviour in the execution of thelr duties and comply
with all applicable laws and regulations applicable to the
Company. These emplovees are reguired to comply with
RTLs statement of business practice - “The Way We
Work” and as a consequence, BCL conforms with

Recommendation 3.1 of the Counal.

Rio Tinto policy applies to all staff and Directors at BCL
in relation to disclosure and trading in Rio Tiate and BCL
A

shares. {conforms with Recommendation 3.

Ric Tinto Limited has a confidential whistieblower
program kanown as “Speak-Out”. Eraployees of RIL
engaged in BCL business are encouraged to repost any

unethical or illegal practices through this process.

Public Statements & Disclosure Matters

BCL makes full and tmely disclosures to its shareholders
and the market in accordance with its legal and
reguiatory obligations. Established systems are in place
to ensure compliance. The Managing Director and
Company Secretary age responsible for such disclosures.
The Company's policies and procedures comply with

recommendation 5.1 of the Council.

Sharcholder Communication

The Beard informs shareholders and others of all major
developments and complies with its continuous disclosure
requirements. Any material information is enncunced to
the Stock Exchange in accordance with the Listing Rules.
The Company has under development 2 mose
comprehensive communication strategy to achieve more
effective communications with its stakeholders. This is
in accordance with recommendation 8.3 of the Council.
[n compliance with recommendatior 6.2 of the Council,
the external auditor sttends the annual general meeting

to answer shareholder questions.
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-_----..Bougammile Coppet Limited year ended 81 Decerber, 2008 11

..._".'_CA‘;H FLOWS ?E{(}M @PEM’} w@ Aaﬁw ﬁm_' L e
Fayments to supphers L U 8451
..'._'__"lntr,r&st received | : i 8 404 .
-~ Dividends received - 1 839
_"-Ntt Opcratlng Qash fi'?nws - s o 4792

;-__-_'--'(:Aﬁ,ﬁ ¥, {}Wﬁ FR(}M ?ENAN?ZKNG ACTWEMES ’
- Dividends paid

' "--N et fiﬂuﬂ(:lﬂg Lash flows

::LA@H H’ {}Wﬁ ?K@’M ENVE&’E ENG ﬁk%’:r ﬁf’ﬁffi ﬁ:.‘% k
. Payments for purcbafm of 5har¢s in non-related entitles
~Proceeds from sgles of shares in non-related entities.

".-'--'.'Prccttds from sales of property, piaﬂt and tC[U.lpl’Il&ﬂt .

o "-.Ntt mvastmg cash flows S

__ .:._Nm EN&RE&@E/ {DELRE&&L} m é. &SH mm R R T
Net cash tow S P T j_.._'{lﬁ 830y -
Cash and cash equlv,alants at btgmmng of year : el 128 257..':

- Effect of txchang; rate changes on cagh htld .' '

. _C_Ash anci cash equlvalants at md of ytar U

- Al amonuts are expressed in Papua New Guinea king.
. Ronsding to the nearest thousand king has been adopred. ™
" The notes.commencing on page 15 form partof these ~ 7
- Becouts e are o be read i conjuncrion with them, . -~

':For} apd__gn.:bf;_haif_of} tb@__Edérd.

?R’ﬂﬁyfm‘ M_ & Me}mmwa .:_.:
; Qhairman .and . . N o L

‘Managing Director - -

126 February 2004
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T heae Hores form ;mrr of rhe, 2003 accounts 0{ Bm:gamvdk (,opper er;fed mm" sho;tld be fead i cmﬂmrmﬁ wrrk rﬁrem "

.é (a&} ﬁ»ﬁgﬂ@ @§ PRQ?I&RZ&%GN
.. Mine production was sugpended on 15 May} 1989 becaus
~..of attacks on employees. Following repeated instances of
“damage to mine facilities and the power line and Further -
“attacks on employees, it becarne necessary to evacuate all
. Ir,,ll'i&illﬁlg C{?ﬂlpaﬂy persannu fr{}fll BDUbalE\\’Iizt §3ar_l_y_1n_

_There continues.to be considerable uncertainty -

-gurrounding the future of the Panguna mine. Since the -

- withdrawal of company personnel from Bougainville
“owas completed on 24 March, 1990, there bas been no

._.'_'_'Laft and maintenance of the company's assets, .
-~ Considerable deterioration of the assets has occurred in .
-the intervening period, because of this lack of care and .
- maintenance, their exposure to the elements, vandalism, =
- pilferage and militant action. However, as access to the-

‘mine site has not been passﬁolﬁ the extent of the .
" necessary write-downs is not capable of reliable. 0L

.. ‘measurement or-estimation, At the same time, because -

" theassets are not in use, normal depreciation chargﬁs, .

- toreflect wear and tear from their utliisatifm in”

: produatlon are not tﬁCbDl{,aH}f’ approprlf ite,
- Ne tvarthda ss} wzth the pasqagt of tllﬂfl}
will be required. To allow for this future write-down,

“the directors made a general provision in 1991 for
. deterioration, c?am_,gt and pilferage of K350 tmlilon

~.The exact quantum of this proviston should not be -

‘seen as.a broad estimate.of the total service potential -
" likely to have been logt to the operation in respect of
‘the whole inventory of s carried in the books.

“While directors have made this provision in good falth -

_based on the limited information available to them, it -
.. must be recognised that the actual extent of the ~ . .
necessary write-downs can only be established W‘hﬁll

.. access to the mine site by appropriate company -,
Crepresentatives is again possible. Accordingly, the 19 ,—a1

= provision may eventuaily prove to be above or below. -
. "the gum which s necessary to reflect these logses. -
. “The directors believe that in the absence of reliable ...

- this is the only appropriate basis 1o use, despite the
‘cusrent cessation of operations. -

_ ig clear thata .-
“major write-down of assets from their pre-closure levels =

1 {b 3 A{ {Zawm ma P(}ﬁ»ﬁfﬁ§ e
.__T‘ac principal accounting pOIiClrf; adapttc& in the k
~preparation of the accounts are stated to assist ina -

' '_"j__gentral understanding of the financial statements, It -
_should be noted that the principal policies set out bthW :
are applicable only because of the basis of aacountmg '
“adopted for the reasons set out above. Accounting - - -

'-.palzue% relevant tot mining operations are nog prtstnte.d .

" The policies generally comply with International |~

“Financial Reporting Standards and other gtncraily. -

.- accepted accounting practice in Fapua New Guinea,

~They are consistent with those ;ﬂéopttd in tﬂt prcwous .

"-pmod unltss otherwise stated.. :

: -;mgz mmvm m}z\! e e LT
~The results of operations and tht fmaﬂ zai pO‘;lthﬂ of
“the company are accounted for.under the historical cogt -
“convention, except that they reflect the ravaluatlan in .
- 1980 of certain major items oE propcrty piant and

_ qulpment '

f.mm&w&wz«gﬁwg AMORTISATION
Following cessation of mining activities, in 1991 a -~ ™

. general provision of K850 million was made for. " " .

“deterioration, damage or pilferage of company assets on -

- Bougainville. The accuracy of that provision cannot. hf:

_proved, because the lack of access to Bougainville . :

. prevents a detailed assessment of the nature or extent. oE
- . those losses, No depreciation charge or increase to the

- “with this-sum being classified as an extracrdinary item, ¢ B
S IR e R SR S R S _gentra[ provision has been made since 1991, The ...

- Directors consider that any further review of the generg
. ; . . _ .. provision at this time would be completely arbitrary

yiewed ag a precise calculation reflecting an accurate .-

o : : S _bacausﬁ: oi_ thr, Lontmmng fack of access to the mine,

estimate of the present value of losses or likely costs of L0 SR e e

“repair. Rathey, the reduction in carrying value should be §&Xf{§ 1O S TR,

" Tax effect accounting procadurts are follow&cs Any o
“current lability for income tax is based on estimated
~taxable income for the year. The components of this. "
“taxable income can differ from those which make up .
‘the earnings before tax for the year and these dlffarcnu:s
“are efther permanent differences or temporary L
‘differences, Permanent differences are dl%tl(}‘iﬁd in notr, T
-4, Temporary differences arise because the tax bage of -
“some assets and Habilities i different from their. -
.. accounts carrying vatue, The tax effect of these -
“temporary differences is classified as either deferred -
{income tax Hability or future income tax benefit ln__th_c ;
information and the lack of 2 more suitable aitarnatwt} :_-_’oaianc'(_: sheet, -f‘_uture_mccn_ae tax ?eneflts are not "
- recognised unless their realisation is probable. Future -
~income tax benefits therefore have not been recognised. - -
~pending the development of a clearer view of the tm}mg
-of recommencement, of Dptratloﬂ& ' }
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T Monetary assets and 1:¢bzlztlt» in Eoralgn currencies are .

- translated into Papua New Guinea currency at the rates

-.of exchange ruling at balance date. All other overseas |

" transactlons are transia?td at the rate of exchange -

- applying when they occurred. Exchange gains and " .
. losses on overseas borrowings are ItLng‘atd as they
- oecur to reflect the full effect of exchange rate =

- 'movements, Other monetary gains and. lossea are also -
- recognised as they cccur. Gaing and losses on hedges . =

(cxclu ding hedges relating to specific commitments) -
are included in earnings for the period durmg whlcb
..__thc txch nge Tale movements ou:arrad

?R@V%SE@N&

- Provision is made for comptnsatlon rr,bablhta‘cmn and
~stabifisation for which the company may be liable as a -
“consequence of cessation of operations, The amount -

.'--prtwously shown ag a hablilty for landowners™.
t e (}D}PLHSH‘EIDH has bttn classﬁl_qd___a_; a.p_rgvzsmn_.____'".__ :

_'”-mwwmm"m . .
~Investments in mg.rketablﬁ securities (shbras in othr,r '
“corporations) are classified as ‘available for sale’,

- Investrents intended to be held for an indefinite -7
- period of time, which may be sold in response to needs .
-for Hquidity or changes in interest rates, are classified -

_as available-for-sale; thess are included in non-current -

assets unless management has the express intention of
-.boldlng the investments. for less than 12 months from 000

__.’Cﬂt baiaﬂ 0 Shttt datc or unless rbhty wzli nu_d to. b;
~s0ld to raise operating capital, in which cage they are
" ‘included in current assets. Management determines the - L
. appropriate classification of its investments at the time .
- “of the purchase and re- tvaiuafcs qur,h CILSlgﬂathR ona.
. _"_'rr:gular bml- '
"AH purcha%s aﬂd saks of investments are rf,cognlz:,d
- on the trade date, which is the date that the company -
- commits to purchase or sell the asset. Cost of purchase,
+Cincludes transaction costs, Available-for-sale .
" investments are subsequently carried at fair value,
- Realised and unrealized gains and losses arising from
_changes in the fairvalue * of available- for-sale -
" investments are included in the income statement in
-tht ptl’lod in Whl{,h fhf_y arise. '

.'-.'."Envtstnw.cnts in trtasury ilis Lssutd by thr, ank of .
. Papua New Guinea are classified under cash and u.sh_

- equivalents. These are all intended to be held to ™~

. ‘maturity, which is typically one to three montbs
These are measured at cost WLth au,rucd ll’lttrﬁ&i -

maiudtd in other étbtors S '

'Z;_mm AND CASH mmmwm g
Cash and cash tC[UlVa.itntH comprises cash on ba.nd
- deposits held at call with banks, and bank dtpaszt& and ;
- treasury blhs Wl?b orlglnal maturities of three months

or less, -

__lnsuramt _ : -
Mfﬂn{ﬂgemmt fecs reiatcd party {Nott 16}
- .Other general and administrative expenges

- N on-current ..

- Quottd share,s in o]:htr LDrpOIathRh - at marktt vaIut =

121 249

121249




.’__Bougamvlile Copper Limited year ended 51 December, 2003 - -

---;.g TAXA.FEQM L . . L T
{a ) Fhe foliowmg LECONK 1Iia tion dlsclmt& tbn itermns Whlcb LadSﬁd tht cbarﬁt for -

- “income tax in the statements of tarmngs t0 vary rrom the | income tax. prlrna S
_facie payable on reported earnings: o S RCRURETPRE RPN
“~Operating profit btfozﬁ_taxatmn_:: e . 14497
- Prima facie income tax @& 0% w4 349 )
- Future tax bepefit nOW.1eCO nised - : (4 349) {2561
._"'lncomt taxcxpr,nsa | T

o} .'An agreement betw.&en the Independent State of Papuz New Guinea and Rio Tinto -+
- Limited provides for the deferral of income tax payable in respect of the 1989 year._‘gntii__" '
- certain criteriz have been met following successful recommencement of operations..
¢} The future income tax benefit relating to tax losses hab not. bttn hrougbt 28] account
because their realisation is not probablt " :
" Avaifable tax logses carried forward amount to K 109 707 855 (9009 K 115 242 96})

1_5 i:XéC‘HAN{;E Ewa‘ fmgg 1ON- o

.-'{a) The net exchange gain rtfiu,tad in aammga arose. me

" ~Overseas cash balances - e e

'{b) Foreign currency amounts lncludf,d in current assets, non- curr&nt assets

'_ -and current Habilities that are not effectively hedged are: * o _
~Lurrent assets: kina equivalent of Australian dollars - e 4 L BR5 -

"'-----.Nan current assets: ‘kina equivalent of Australian dollars *° ' 112 17.890

- Current liabilities: " Kina equivalent of Australian doilars S 8 189
._'N o forugn currcn\,y amounts are included in non-current habllltm& '

60 ngmz'zﬁ&
o Creditors - )

= : {a) Qurrﬁnt

.+ Provigion Eor care and m;.mttnanf,@
- Trade creditors . :
Related corporations -

~{b) ‘Non-current - - C
~ Other creditors -

~Creditors that have been carried forward since the mine closure have been ™ -

.. classified as non-current liabifities, as the directors consider they are uniikcly_

. to be settled within the following year. Aged ¢ crtciztors that are no Iongtr o
LOBbiG&I&d payabic bave ‘oam written bac,k AT

Pravzslon E(Jr comptn&anan rghablhtatlon and sfabzlzsatlon o 1 T

B Ike, compm:y km a pmwewﬂ for compumrwn re!mbu’:mrmn msd crak;bmrwn :

Ve, for which it may be liable as a consequence of cessation of operations.

_The directors consider that the provision held of K 22.07 million is ad:,qmzre W
Cenver, c!mme for wkfc& tke, company may bc Irabr’e :




'7 MEN}: A%%E §”5 .
(o). Mine c&wdopmf_nt and bmiémgs o TR
. '-__— at directors” 1980 valuation . B '-:.'_'_3-_"'.1..292 165 _, :
Less aac}__lm_u_lattd df_prmlg_,tmn_._ 159 721 159 721
S satgost LT o 102988 { .
L@ss aacumulatﬁd cze_prtclc,tmn ' .38 664 88664 -
e e e 64324 64524 1l
"_-__.Ntt mine dtvalopmf,nt and bUildng% L T 196 768 196 766 =
~(b) Plant, machinery & tqulpmtnt e T
- - at directors’. 1980 vafuation .. _. 245177 - 245177
-'--'._]___f_,_ss_aacu_m_ulat__td ,c;_f_f_p_r;c,lfﬂtlc}n . _ = 148 866 148 866 -
R e N 96511
-atcost .. el 304 486 504 486 .
---Less aacumulatﬁd daprtuc,tlon ' 104 703 104 708 .
L 1199783 199 783 .

. '.'.'.Ntt plant, mauhmery & aquxpmmt 206094 096094 :
"”(c) Mine proptrty - e T T

o Less, aacumu[attd amortlsatlon . o o 46 204

_ N ot mine property 7 _' _ i 15 917
S Cc.pltahhtd warks in progrcss - . L e S
T st o . 29112
--.Totai Proptrt}’: pimt &equlpmmt_"“ ' R

- at.cost or valuatmn

L L@ss a{,cumulattd eaprau tlon/amortisatlon_ o 498 158 4)8 158

-'Ntt bc}ok vcﬂlue ’ . L '.-_5_37--891 537891
CStores L .10 003 10003
J'Totm mine agsets. T e ~547.894 .0 547894
" Less general mpalmmz pmw,lon SRR - 350 000 350 000
-_--.th book value T S 197894 g7 eeg
-'.'.'.:"'thon\,lhatlon of Mavemtnt in Nr,t Boak Vah;t ' 3 R e e T
Net Book Valua at. btglnmng of ytar _::'197 894 197 844

c -.:_'Ntt Bf}ok V{.‘lut— éﬁ f,nd of year 197894 UUUUAG7E94 L

_~The basis of valuation of these assets are set out fie note 4.(b} of the acconsss and atteniion is deawst 1o note 4.(a) -

. titded “Basis of Preparation”, Due 1o the Joss of complere bistorical information following the closure of the atine it is
" mot possible to relinbly estimate the carrying. antoust r!mr swald hmc bmx mdudeff Imd mme assels been* camed at

_ '_'_ongnm:’ cost fey, acummlared ﬁ‘z,;mc::rtmn o s el




: "3, A%m Rﬁ‘\mlﬁ&'} gmm E{E%RVE

__'_Ass@t rtvaluatlon reserve S

In 1980 mine assers were 1tvalutd by KJUU m;lhon A ma;{;rzty of the reserve. Lreateci by this 1t\=‘alua{10n Was dl*;trlbdted L
. to sharehalders by way of bonus shares leaving a residual amount as shown in this note that has been carried forward.

8. m@«m HEET{}RS |
CCurrent. .
~Sundry dtbtors _
Interest receivable SR

Wt b

“Withholding tax recefvable .

Sl

'.'_"N(}n—cur.rent ;
_ ..::'-_'_Othr,f dgebtors - S . - ol }
- Frovision for doubtfu[ dtbts ] RO 3 227}

3909 3909

g :Daf/ror; r!mx Imve boeﬁ camed forwam’ since r!re mfne du,«:ﬂre hfwe, been dﬁmﬁad as most-cirrent assers, as the directors consider they are zmhkd} L
w be eexxled w;rhm the folfowing }ear A crgmfrcm:t pmpor:m of rhese ox!rer fiﬁbmre are recermble ;’mm State vwned emrzm, and are wr:mimd
s fNoze

16, CAPITAL

. jThr, isgued capziaz of th& compa ny ig 4{}1 {}52 500 ommary %hare,h fu y p:ud Ncr change in tssued capital oceurted c%unng Q{J{JD -

' ?J REMUN%R&E E(}N (}}* QERFQ i"i}ii&

" Directors’ .rf,r_m;n; ation, 1nclud1ng tht value c}f btﬂcflts rf,u&wcd dunng tht ytar is.a8 foilows:_

B R Aitxamdtr a

K. Au, B .

“1 B MLL@lEan
ML A Moramor.o. '
PR Taylor 27 R

wetiredd on 21 Oetober
'\ by Man émg ?)uu.?(nr an-

3:_"12 C(}N YEMGEMT LE&BHJ TiER. ANEZ} &35&’1 5

- Bougainville Copper Limited is defendant to an action {,ommtmcd in thc N atlonc.l Court by TWo pl mtlffs berzkmg
" declarations that they are the lawful representatives of the mine site and the tailings disposal area landowners and -

. -that the Mining Warden is the proper judicial officer to determine what, if, any, compensation is due to. landowmrs :-
~~for the perind since the mine Lloqed Tht COmpany has madt a provmon in 1t<> accounts to cover an awarci of
~landowner compensation. S T S T
“The internal Revenue, C,amrmmon Conduut&d an audlf over 5Wtra£ nmnths as rr,portad in last yr,ar ’s ammal r@port

- The audit covered the period from 1990 to 2001 inclusive. The Internal Revenue Commission hag issued ahstssrntnts
- claiming additional tax and penalties.of K 32 986 495 arising out of the audit. BCL's tax returns for those and all -
“other vears were prepated on BCUs considered view of the appropriate tax law, BCL believes its view of the law is
- conrect, The company has received expert advice on the magtter including that of senior ALS stralzan iegal coun_sel._ .
" The company has lodged formal objections and will strenuously defend the claim. - e S
- " The directors do not expect the company to suffar any. mattnal loss as a rcsuk (}t thc 2 nctliatlan of pur{,ha se '
ordtrs; for, uthcr revenue or, caplt;ﬂl contracts. L




":_-13 MENEMG T&&?MEN?% IR Lo e . g o __
. The company holds 100% Interest in Iaast& 1 B? 36 BB B7 BZ Bl() Ea and prospu,tmg authuntlcs 1; 2, 5, 4 5
- 6. 74 and 7B on Bougainville Island. - .

14, HOLDING COMPANY ™ B
Tbt boldll-lg COnlpa_ny }_c} R:{O Tlntg leittd (l_nfworperattg in Austrail{ﬂ) ...............................................................

15, ﬁE&M?M’EA& ENP@RMAE ]IQN

"'Thf_ L(}mpany Larrztd on investment activities durlng thr, ye,ar 1ts aq*;r,ts are thr, Pr,nguna mine ané r,ssouated

z 6. RELATED PARTY TMM%&:W@ NS

. ._';"_Tranqa\,tlom with. dlItLtOl": are. leClO‘:td in note 11 o

. ln 2003 the company paid fees of K 73 872 (2002 KiW 441 to
. funds and K 1522 558 {2-{}{)9 Ki¢ ;5_6 .6_26 ) t_u__I_{zQ_ Tm__ta Mmt.r_@_l».{PN__CJ_}__LIm;_t;d fo.r th_c prq\_fislf}n.__of .othc,t__sp_a_g_:t‘
".'_staftandrcl“tﬁd services, ' SRR e e T e
“With the exception of the c.ba\ft tht company dld not enter into any Dthnf transactions \Nith rciatccs partms '

17, FINANCIAL INSTRUMENTS S T -]
The company’s Ill'lEl.l'lClc.]. mstrumcnts lncluéL Lash and cc.sh ﬁquwaknts tqulty mvastmtnts receivables '
_'_'cﬂu,ounts payable. R .

"--{&} hnammi E{mk Mazmgamms: e T T e e T T T o - s
The company’s activities expose it to a varltty f'}f fln{ﬂnclal nsks} 1nf,ludlng the f,ffu,ts of c,hangts in markf,t prlc,cs}
“foreign currency txr,hange rates and inferest rates. The company monitors these financial risks and seeks to -

. minimize the potential adverse effcf,ts on the financial pf,rf(}rmancf, of Eht c,omp any. Tbt company. dats not use
.'_any derwatwc fznanuai mstmmtnf& ] htc; gt thtsa txpoaurts = :

."-{b} fﬁrugﬂ axahdng%, gk " o — . . S T -
The company nndertakes Lransactions dtnomm{ﬂttd in fDl’tlgD r,urrtnc&,s from fime, to time. and rtsultlng from e
- these activities, exposures in foreign currencies arige. It is, not the company’s policy to. htdgt thtsa forugn curremy
-.-ns;ks Details (Jf txcbangt ﬂuctu@tlons and forugn currgmy amounts are shown in notc 3. :

"---{ﬂ} ffbéz&f Rmk

“The company h@s no Slgﬂlf[{,r Rt Lomtntratlo“ls c}f ﬂtt Lrﬁd[t rLsk_ '

; :':'_ ?{d} imguminiy stk

“The company aims to prudtntly managc hqmdp‘y nsk by maintaining suFﬁrwnt ' ____a&;d__@t_hﬁr__iiquid assets or the

.'-:E\V&ilc‘bihty of func&mg through un\,ommltttd Lrﬁdlt facﬂltzcs

._-{&,} F.am V&im ﬁss%:nm«xémm 5 " o L . . _ L R, S

" The company is not in a-position to, ét&rmim the Fair vaIuts of Its rec czvables anJ payables due £o the ‘:lgﬂifl{,;,‘nﬁ o
' '-:-._Lsnctrtamﬂﬁs ariging from the closure of the mine. The face value of bank, baianu_h and short term bquid .. o
“investments.are assumed to approximate their fair values. Equity investments are c,a_m ted af; their f_alr_-vr;uu_c, _br,_mg_




INDEPENDEWNT AUDET REPORT

Independent Audit Report to the Memtbers of Bougainville Copper Limited

Crualified Audit Opinion

Because of the existence of the Amitation in the scope of
our work and the fundamental uncertainties, including
the matters described in the qualification paragraphs
below, and the effects of such adjustments, if any, as
might have been determined to be necessary had the

uncertainties not existed:

{a} we have not obtained all the information and

explanations that we have required, and

we are unable to, and do not express, an opinion as

to whether the financial report of Bougainville

Copper Limited:

{1} gives a true and falr view of the financial position
of Bougainville Copper Limited as at 33
December 2005 and its performance for the year
then ended; and

{ii} s presented in accordance with the Companies
Act 1997, International Financial Reporting
Standards and other generally accepted
accounting practice in Fapua New Guinea.

in our opinien proper accounting records have been kept

by the company as far as appears from our examination

of those records.

This opinion must be read in conjunction with the quali-

fication paragraphs below and the rest of our audit report.

Crualification

The financial report of Bougainville Copper Limited for
the year ended 531 December 2003 has been prepared
with the inclusion of the Company’s mine assets at their
1 January 1971 book value, with a separate general
provision of K350 milfion having been made in 1591 for
the value of the indeterminate level of deterioration,
damage and pilferage of assets which has occurred in the
periad since the withdrawal of company personael from
Bougainville in 1990, As explained in note 1{a) to the
accounts, there continues to be considerable uncertainey
surrcunding the future of the Panguna mine, and the
extent of deterioration, damage and pilferage of the
Company’s assets on Bougainville, While the directors
have made this impairment provision in good faith based
on the limited 1nformation availabie to them, it must be
recognised that the actual extent of the necessary write-
downs can only be established when access to the mine
site by appropriate Company representatives is again
possible or when a reflable marker price for the Panguna

assets can be determined.

[a our opinion, providing for the probable impairment
ioss from deterioration, damage or pilferage is the
appropriate accounting treatment for the actual
tmpairment which will have occurred in the period to 31
December 2003, However, as the actual extent of such
impalrroent can only be established after the Company
regains access to the mine site or a seliable market price
can be determined, we recognise that, at present, the
recoverable arnount of the company’s assets on
Bougainville is not capable of reliable measurement or
estimation. Accordingly the Impairment provision made
by directors in 1991 may eventually prove to be above or
below the sum which is necessary to reflect this
impalrment. Ir the absence of 2l the necessary
information and explanations we require, and for the
reasons set out above, we are unable to form an opinion
as to whether or not the impalrment provision against
the carrying amount of mine assets of K330 million i3
adequate or not. Accordingly we are unable to form an
opinion as to whether or not the carrying value of the
mine assets, as disclosed in these accounts, is properly
stated.

The directors have established a provision of K22.1
million: for compensation, rehabilitation and stabilisation
for which the company may be liable as a consequence

of cessation of operations. The Cormpany’s actual

Hability for these costs is subject to significant
uncestalnty, and we are unable to form an opinion as to
whether the provision is faisly stated.

The mine assets, which represent 56% of the book value
of total assets and 65% of the book value of net tangible
assets, and the lability for compensation, rehabilitation
and stabilisation, are of fundamental importance to the
presentation of the sccounts. la view of the significant
uncertainty over the carrving amount of the mine assets
and the liabifity for compensation, rehabilitation and
stabilisation as set out above, we are unable to form an
opinion as to whether or not the financial seport gives a
true and fair view of the financial position of the
Company a5 at 31 December 2003 and its performance

for the year ended on that date.



Scope

The financial report and divecrors” responsibiling

The financial report comprises the balance sheet, income
statement, statement of movements in equity,

statement of cash flows, and the accompanying notes to
the financial statements for Bougainville Copper Limired

{the company} for the vear ended 31 December 2003,

The directors of the company are responsible for the
preparation and true and fair presentarion of the
financial report in accordance with the Companies Act
1997, This includes responsibilicy for the maintenance
of adeguate accounting records and internal controls
that are designed to prevent and detect fraud and error,
and for the accounting pelicies and accounting estimates

inherent in the financial report.

Audit approach

We conducted an independent audit in order to express
an opinion to the members of the company. Our audit
was conducted in accordance with Iaternational
Standards on Auditing, in order to provide reascnabie
assurance as to whether the financial report is free of
material misstatement. The nature of an audit is
influenced by factors such as the use of professional
iudgernent, selective testing, the inherent limitations of
internal control, and the availability of persuasive rather
than conclusive evidence. Thesefore, an audit cannot
guarantee that all material misstatements have been
detected.

We performed procedures to assess whether in all
material respects the financial report presents fairly, in
accordance with the Companies Act 1997, International
Financial Reporting Standards and other generally
accepted accounting practice in Papua New Guinea, a
view which is consistent with our undesstanding of the
company’s financial position, and of its performance az
represented by the results of its operations and cash

flovars.

We formed our audit opinion on the basis of these

procedures, which included:

*  examining, on a test basis, information to provide
evidence supporting the amouats and disclosures in
the financial report, and

* assessing the appropriateness of the sccounting
policies ard disclosures used and the reasonableness
of significant accounting estimates made by the

directors.

We read the other information in the Annual Report to
determine whether it contained any material
incensistencies with the financial report.

While we considered the effectiveness of management’s
internal controls over financial reporting when
determining the nature and extent of our procedures,
our audit was not designed to provide assurance on

internal controls.

Cur audit did not involve an analysis of the prudence of
business decisions made by directors or management.
Independence

in conducting our audit, we followed appiicable
independence requirements of the Fapua New Guinea

institute of Accountants and the Companies Act 19597,

PricewaterhouseCoopers
by 1.C. Seeto

Registered under the Accountants Registration
Act (1996) Port Moresby,

on this 26th day of February, 2004



CORPORATE INFORMATION

BOUGAINVILLE COFPPER LIMITED

{Incorporated in Papua New Guinea}

Registeved Office:

Atk Picor, Facific FPlace,

Cnr Champion Parade & Musgrave Street, Fort
Moresby Papua New Cuines

Telephone: (675} 309 2800 Facsimile: +{675) 321 3634

Principal Registered Office in Austyalia:
Bougainville Copper Limited AR.B.N. 007 497 869
Level 33, 55 Collins Street, Metbourne, VIC, 3000,

-

Telephone: (03} 9283 3333 Facsimile: {03} 9283 3707

Share Registers:

c/o Deloitte Touche Tohmatsu

12tk Floor, Deloitte Tower,

Douglas Street, Port Moresby Fapua New Cuinea
Telephone: {675} 3087000 Facsimile: +{673) 3687001

¢/o Computershare

Registry Services Pty Ltd

Level 12, 565 Bourke Streer, Melbourne, VIC. 30060
Telephone: (03} 9611 3711 Facsimile: {03) 9611 5710

Fostal Address:
(GPO Box 2975EE Melbourne, VIC. 3007,

Stock Bachanges:
Listed with the Australian Stock Exchange Limited.

Auditore:
PricewaterhouseCoopers
PO Box 484 Porr Moresby Fapua New Guinea

Bankers:
Commonwealth Bank of Australla

Fapua MNew Cuinea Banking Corporation

Sedicitors:
Allens, Arthur Robinson

Cadens Laveyers

TWENTY LARGEST SHAREHOLDERS
The vwenty largest shareholders as at 26 February,
2004 and the number of shares held by each were:

Name and %% of
Registered Issued
Address Shares  Shares

1 Ric Tinto ]_lml td
Mdi}oumc VIL

Thr, ndtpandcnt Stvc {)f
~Fapua New Guinea

214887966 55

[N
n
Pl
|
£

_______________ /6430807 19.06

% ANZ Nozrmu,s Ilmltcd
Mdi}oumc VIC

4 Citicorp l\ommacs Pty leltcd
Md’z}om ne VIC

A \JVtstpaf, Custodian Nominees

Limited Sydney NSW 7821685 195

50 924 606 771

26396336 658

& National Nominees Limited
Malboumé Vl(

Public Officers Supc”annuutzun
Fund Board

Port Moresby PNG 2561500 (.59
] P Morgan Nominees
Austraiia Limited Sydney NSW

3132780 078

|

()

2 140 810 (.53

$ Franz Heinrich Rast
Bulli NSW L 1637440 041
1{) Dr Tbomas ]ohn Br,u,&.ford
Wheelers Fill VIC 3150

1“2 Tames West
Brlsbant Qb o 18Zm511 088

19 Heng Kong TOyia leltcé
Cook Islands

o Loonooo - 0.25
13 BB Nominees Pty Limited

Melbourne VIC 500 000 (.22
14 1)65? Investments P?y Limited
Pymble NSW 629 343 (.16

15 pMr Anthony Patrick Cahill -
Ascot Vale VIC

16 Miss Madeline Anne Eldndge
Glen Waverley VIC

17 The Abdelmalel Eumﬂy Pty
Limited
Condell Park NSW

18 Mr (_rt{)[( I a0 C;o]
Smgapom

19 Mr Donald Ranaweera MBE
Lqurnho Szf Lanka

26 Deep Val lr,y Pty Limited
Virginia QLD 377000 (.09

423 600 (.11

410 000 (.10

400000 010
400000 610

400 000 0,10

73 B47 543 9320




CORPORATE INFORMATION

DISTRIBUTION OF BHARES

As ar 26 February 2004: The issued shares of the
company were 401 062 500 fully paid one kina shares,
each carrying cne voting right.

The number of shareholders was 16 374,

The distribution of holdings of the issued shares was:

1 - 1000 shares 13517 82.55
1001 - 5000 shares 2011 12.28
A001 - 10000 shares 435 2.65
10001 - shares and over 413 .52
Total Shareholders 16 374 104.00

There were 14 156 holdings of shares (86.45%) which
do not form a marketable parcel.
93.20% of the total issued shares were held by or on

behaif of the twenty largest shareholders.
The substantial shareholderss were:

Bio Tinto Limited and its wholly-owned subsidiary
Rio Tinto Base Metals Pry Limited 214 887 966 shares
{55.58%); Rio Tinte ple has an interest in the same
shares through its wholly-owned subsidiaries’ {(Tinte
Holdings Australia Pty Limited, Melbourne Vie; Rio
Tinto Australlan Holdings Limited, Rio Tinto Pacific
Holdings Limited and Ric Tinto International
Holdings Limited, all of Londen, UK) interests in Rio
Tinto Limited and Rio Tinto Baze Metals Pty Limited,
The independent State of Papua New Guinea - 76 430
809 shares (19.06%).

APPLICABLE JURISIHNCTION

The company is incorporated in Papua New Culnea
and is not gererally subject to Australian
Corporations Law including, in particulag, Chapter 6
of the Australian Corporations Law dealing with the
acquisition of shares {inciuding substantial
sharcholdings and take-overs}, but is instead subject
to the provisions of the Fapua New Guinea
Companies Act 1997 and Securities Act 1998,



EEISTRIBUTION OF THE BENEEFITS

Bougainviile Copper Limited year ended 31 December, 2003

K million

19722005

PRG GOVERNMENT
Corporate mncome tax”
Additional prolits tax”
Group tax (PAYE)

Customs duty
Miscellaneous

Dividends*

Dividends WHT*

MEP GOVERMMENT
Royalties {(95% to NSEG)

Nen Benewable Resources Fund
Orher raxes

LAMDOWNERS
Royalries (5% to Landowners)
Compensation

MOMNGOVERMNMENT SHAREHOLDERS
Dividends net of dividend WHT*

BEMPLOYERS
Wages {less PAYE)

TOTAL

Not included o the above table are the benefits received by the
providers of goods astd services to Bosgainville Copper Limited.

A company survey fu 198 revealed that there were approximately
200 Bosgainville based business emterprises dependent largely upon
Bougainville Copper Limited's operation.

Fhese enrerprises emploved fn excess of 4,000 people prior 1o the
mine closure.

* These anounts relate to the referable year {ie. the year in whickh
the amount became due) and hence the cash effect on the

PNG econtony has a delayed impact.

J3
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o

122.2
104.1

10.1
167 4

97.6
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10852
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BOUGCGAINVILEE COPPFER LIMITED ANNUAL REPORT
Statistical Summary
FINANCIAL 2003 007 2000 e 198 1998 88T 1998 1995 1884 1993 1992 1991
Earnings (K milfion}

Nt sales evenue and other incoms™*** Loy omge 30 we 83 124 et 107 55 77 a0 170 33
Operating ard ome{ ﬂxg&ﬂses”” 4.7 41 45 38 48 5.2 48 5.0 49 3E 41 31 3B
Depiacation®**+* . e S TR BT T
Camingsloss] bt iaton e exchangs gains 1 : : | WE A
Exchange ains/losses) 31 03 - - G4 05 - - BB 92 W3 15 01
Earnings/floss] befors taxation 145 15 B4 1B 135 117 14 5.7 12 8 (27
Incom i e - °. !
dditcns! st 3 . ' : e T - : X .
Net earnings/liss] s 74 g4 152 48 77 T8 57 77 o7& (27 {4 iak
Giidends poid P ] : 4 = . :
Earmigs/lngses) retainad 145 i g4 g 148 7.7 4 857 37 7527 4 @nd
Balance Sheet (K million}

Progosty, plant & enupment 197.9 1975 1979
investments snd oans . e reR A e
Curvent and othes non-current assets. 4 7184 135 ; ! .
Shamh{} dors funds 3161 36 28 8316 Z25RE  AB45 2488 MAE 2338
txmanq_e flantuauor& T ; .

1985 2001 706 207 207 08 014 A00E

0T T A CEE w2

5.3 88 5.3 . ] .
Fands amployad 3585 237 3364 3288 N3 283 2878 AB0D X7 2863 ABTD
PROBUCTION / SALES
Mined
Ora and waste removed {millions of fonnes - : : .
Gremillad s of ey, ; : . : : : ! : : : . .
Ora gradﬂ _ _

Coppar per cent] - - . . : B . : - " ) ) )
Goid {grams/tonnea) - . . . . . . . . .

Produced
Concenrate {thousands of dry tormes) - - - - - - - - - - - - -
Contgine Iinusards of try tonags) -
Concentrate grade S
Copper .. Iper cent : : : :
Gt (grams/tonna) - - - - - - - - - - - -
Silver’ {grams/tonna) - ' ' '
Shipped
Tofsl concentrate fhogsands of ey tommes] - - - : - : - : - - . - . .
Destination;
Japan fpercent - - y - - - - . - y - - -
(ther Asian [per cent) -
Ewrope {par cerd] - . . . . - . - - . - . .
Al other [per zent] -
Values
Gross concerrate sales value {before treatment
and refining charges, freight, efc.) (X millica) - - - - - - - - - - - - -
Contribution ty;
Copper {per cen] - - - - - - - - - - -
Gaitd iper cend] - . - - . - . " - - - - -

GTHER

UsgfKing exchangecate 030 075 0% 03 033 48 063 Q76 079 MO0 102 104 105
Aerape metal prices

London gold market .. {US/or] 363.88 31014
Hgta on shareholders funds  [percen] 4
Earnings par share:+ ftoes] 361
Dn,r! ndspﬂrfuly a__|-share’“’{ﬂarvau&?(%ﬂ%]){mea] -
Number of shares issued atend of year  millions] 401 401 401 ﬁm S O LUt £ . L LA
Numnber of & Wehoidﬂrsateﬂdofyear 16314 16515 18812 170 t]’ZGD_ 1
Dbt /euity ratio - . . .

Workfores atend of year

Ouerseas - g - g - g - - : - [ g
National - - . - - - . - - - | B

62 8
763 1800 7800 7%
28 s 5l

203835

s i im0
30 3600

B LI L S
8765 19723 195 19982

Notes:  Bonws dividends of 4.0 and 6.7 roea per fully paid share were ssade ind 979 and 1980 respecrively
and have been ishuded in dividend flaures for these vears,
* Fall pear figares; but costmercial preduction contmenced + April, 1972
TP AGTE fipnre 5% for Bougasaeille Mining Limired



BEOUCAINVYVILLE COPPER LIMITERD ANRUAL RKEPORT
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