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Appendix 4E - Preliminary Final Report

Name of Entity

CAPRAL ALUMINUIM LIMITED

A.CN 004 213 692

Year ended 1M 212005

Reporting Period |

1 January 2005 to 31 December 2005

Previcus period |

1 January 2004 to 31 December 2004

| This report is based on accounts which have been subject to audit.

Results for announcement to the market

Revenues from ordinary activities

L.oss from ordinary activities after
tax attributable to members

L.oss for the period atiributable to members

Final dividend - {Preliminary final report only}
interim dividend - (Haif vearly report oniy)
Previous corresponding period

Final dividend - {Preliminary final report only}

interim dividend - {Haif yearly report only)

Record date for determining entittements
to the dividend

Net Tangible Assets

Net tangible assets per security

upfdown $A'000

[Gown I 52%|[ 339,333 |

Inza I Il 48,963

Inia | [nea Il 48,083

Amount per Franked amount
security per security

of | of

of | of

of | of

N/A to Caprai Aluminium Limited in this full year
period

2008 2004

[ 79.0¢ 169.0¢]

Commentary on resuits is attached in the 2005 FULL YEAR RESULTS REVIEW presentation.
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Directors’ Report

Your directors present their report on the consolidated entity consisting of Capral Aluminium Limited and the
entities it controlled at the end of] or during, the year ended 31 December 2605,

Directors

The following persons were directors of Capral Aluminium Limited during the whole of the financial year and
up to the date of this report:  J.Crabb, P.5. Arnall, G.H. Weiss, G.). Cureton, R.G. Pitcher.

N.D.B. Chalk was a director from the beginning of the inancial year until his resignation on 1 July 2005
R.W. Freeman was elected to the Board as Managing Director effective August 20035

Principal activifies
During the year the principal continuing activities of the consolidated entity consisted of the
manufacturing, marketing and distribution of semi-fabricated aluminium products.

Dividends — Capral Alaminigm Limited
No dividends have been declared for this year.

2005 2004

$000 $°000
No Interim ordinary dividend paid 8 0
No special ordinary dividend paid {2004 - 2 cents) [ 1,622
Total dividends in respect of the year [ 1,622

Since 31 December 2005, no subsidiary has paid a dividend to or declared a dividend in favour of the company which
has not been shown in the financial statements.

Review of operations

A review of operations of the consolidated entity are referred to in the Aanexure A entitled 2005 Full Years Results review.

Significant changes in the state of affairs

1 for 5 Rights Issue

On 23 February 2005 Capral announced a 1 for 5 rights issue to all shareholders at a
price of $1.70 per share to raise approximately $32 million after {ssue costs

2 for 3 Rights Issue

On 23 August 2005 Capral announced a 2 for 3 rights issue to all shareholders at

an issue price of $1.50 per share that raised $113 million after costs which was used to acquire the
the Smart Aluminicm, Crane Aluminium Systems and Crane Aluminium Extrusions businesses

Acquisition

On 23 August 2005 Capral Aluminium Limited announced that it had eatered into an agreement

to acquire the Smart Aluminium, Crane Alominium Systems and Crane Aluminium Extrusions businesses
from Crane Enfield Metals Pty Limited, a subsidiary of Crane Group Limited {a company listed on the
Australian Stock Exchange} for approximately $124 milion. This scquisition was completed

on 31 October 2005.



Board of Directors

EPhrectors m office at the date of this report:

Mr Phillip 1. Arnali

Mr Robin W Freeman

John Crabb

CGraerae I Careton

Ronald €5 Fitcher

B Gary H Weiss

3 Comm

BA_FCA

B Comm ARA

FOAFCPA

LL.B(Hons), LLM. (Diss),
L85 (Cornell)

Chatrman, Capral Alaminiam Limited.

Appeinted a non-executive director 20 Jannary 2002, Chainnan of
Remuoneration and Nommation Comauties. Memaber of Audst Coramities

Chatrman of Lodowici Livaited and Non-Execitive Director of Bradken
Ead. M1 Arnall has extensive experience in the metals business having
feld senior positions with Smorgon Steel Group Linited, Australian
National Industries and Tubemakers of Augiralia Limnised.

Non-executive Director Kip Mo(Grath Edueation Centres Limited 2002 o
2004

Einder ARX guidelines Mr Arnat] is considered o be mdependent.

Managing Director.

Appotnied August 2005,

Mr Freeman has been Execative General Manager, OneStee] Digtribution
between 2001 and 2003 and hag previously held the roles of Chief
Foancial Officer ai Email Limited and General Manager Commerciat at
CSR Limited.

Drirector of Sweel & Tube Holdings Lintted { a company listed on the
New Zealand Stock Exchange) 2001 1o 2003

Linder ASX puidelines Mr Freeman 18 considered to be non-independent.

Mon-executive Director
Appointed a non-execttive director 3 January 2002, Member of
Remoneration and Norsmation Comautiee. Member of Audit Commities.

Mr Crabh has extensive experience i the metals business. Heisa
Brirector of CMA Corporation Limited and was previonsiy Managing
Director and Chief Executive Officer of Simsmetad Limited and a
Prrector of BlueScope Steel Limited

Non-executive Director MIM Holdings Limited 20(H and BlueScope
Steel Limited { previousty BHP Sweel Limited ) 2002 and 20403,
Linder ASX puidelines Mr Crabb 1s considered to be independent.

Appointed a nott-executive dirgetor Augusy 2001

Member of Audit Commititee. Execuiive Director of Gainness Peat Groap
ple. Non-executive Direcior of CP] Group Limited and Greens Foods
Limited. Non-executive Director Rattoon Holdings Lid.

Non-gxecutive Director MEM Group Limited and Non-executive
Ehrector Joe Wite Maltings Limited v 2001

Linder ASX suidelines Mr Cuareton is considered to be non-independent.

Appointed a not-exectitive dirgetor December 2001,

Chatrman of the Audit Commitiee and mensber of Revauneration and
Newnnation Commitiee

Mr Piicher was a founder and former principal partner of Pitcher
Partners, & leading Accounting and Advisory firm. Mr Pitcher has wide
experience i manufactiuring indasteies. He 5 2 non-executive director of
National Can ndustries Limiled, Cellesiis Limtted, Reece Australia
Eimited and MeMillan Shakespeare Limited

Nem-executive Director Joe White Maltings Limused 2001

Linder ASX mudelines Mr Pitcher 1s considered to be independent.

Appointed director Novernber 2003

Member of Remuneration and Nomimation Committee,

Member of Audit Commiitee.

Chairman Artadne Ausiralia Eimited, Chairman Coags ple, Executive
Ehrector of Guinness Peat Group Ple, Director of various public
companies which inclade Canberra Investraent Corporation Lid, Premier
Investments Limited, Tag Pacific Limited, Tower Limited and Westfield
Management Limited.

Linder ASX mudelines Mr Weiss is considered to be non-imdependent.



Corporate GGovernance Statement

The Board is responsibie for the overall corporate governance of the company, inciuding setting the company's strategic direction, policies
and practices, establishing goals for management and monitoring the achievement of those goals. Directors are accountable to the
shareholders for the company's performance.

The Capral Aluminium Limited Board consists of 6 directors, including the non-executive Chairman, the Managing Director, and 4 other non
executive directors.

1. Direciors
1.1 The details of the directors in office at the date of this report are set out in the Directors’ report.

1.2 Independent direciors

The directors considered by the board to be independent directors are Phillip Arpall, Johin Crabb and Ronald Pitcher.

The company’s materiality threshold for determining whether a dicector is independent, as set out in clause 4 of the Board Chatrter, is a non-
executive who satisfies the following criteria:

(1} is not a substantial shareholder of the company or an officer of, or otherwise associated directly with a substantial sharetiolder of the
company {as defined in section 9 ol the Corporations Act 2004 );

{23 is not, and has oot been, within the last 3 years, employed in an executive capacity by the company or another group member;

(3} is not, and has oot been, withio the last 3 years, a principal or employee of a material professional adviser or a material consoltant 1o the
company or another group member;

(4} is not a material supplier or customer of the company or other group member, or an officer of or otherwise associated, directly or
indirectly, with a material supplier or customer;

(5} has no material contractual relationship with the company or another group member othier than as a director of the company; and
{6} is free from any interest and any business or other refationship which could materially interfere with the director’s ability to act in the best
interests of the company.

1.3 Performance evaluation of directors
The performance evaluation of the board, its committees and its individual members was conducied in accordance with the Board Charter.
2. Board of Directors

{1} The Board will review the range of expertise of its members on a regular basis and ensure that it has operational and technical expertise
relevant to the operation of the company.
(23 With the exception of the Managing Director,
{a} directors appointed by the Board are required by the constitution of the company to submit themselves for re-election by shareholders at
the Annual General Meeting Tollowing their appointment; and
{b) no director shall hold office for a continuous period in excess of 3 years or past the third Annual General Meeting following the
director's appointment, whichever is the longer, without submitting for re-clection.
(3} The Board normally has at least 11 scheduled meetings per year, but also meets at other times 1o deal with specific issues.
{43 The Board had in place the policies listed below during the reporting period to 31 December 2005, which are available for review at the
Corporate Governance page of the company’s website (www.capral.com.an):
{a) Corporate Governance Statement;
{b) Board Charter;
{¢y Audit Committee Charter;
{d) Remuneration and Nomination Committee Charter;
{e} Continuous Disclosure Policy, and
{fy AH other documents which constitute the corporate governance section of the website.



3. Committees of the Board

To assist in the execution of the board’s corporate govemance responsibilities, the board has established two committees.

3.1 Audii Committee

(1} The purpose of the Audit Committee is to assist the Board in fulfilling its corporate governance and oversight responsibilities by:
{a} monitoring and reviewing the integrity of financial statements, the effectiveness of internal financial controls, the independence,
objectivity and competency of the external auditors, the policies on risk oversight and management; and
{b) making recommendations to the Board in refation to the appointment of external auditors and approving the remuneration and
terms of their engagement.

(23 The Audit Commitiee has the roles and responsibilities set out below:
{a) reviewing interim and annual financial statements;
{b) establishing and maintaining a framework of risk management;
{c) establishing internal conirels and ethical standards for the management of the company;
{d) ensuring accounting records are maintained in accordance with statutory and accounting standards requirements;

{e} monitoring systems designed to ensare financial statements and other information provided is timely, reliable and accurate;

{fy reviewing asset values to ensure they are appropriate and meet the requirements of the Corporations Act and relevant accounting
standards:

{g) reviewing the audit process with the exterval auditor to ensure full and frank discussion of audit issues in the absence of
management;

{h) assessing the adequacy of the company’s control systems, including accounting, financial and operating controls and the
appropriateness of #s accounting policies and practices;

{1} providing a link between the board and the external auditor, reviewing, on a half and full year basis, the financial results, and
reports to the board on findings prior to publication and release to the market; and

{i} reviewing and evaluating the performance, independence and effectiveness of the external auditor and the audit fee arrangements.

(33 The external auditor and management attend meetings of the Audit Commitiee by invitation.

{4 Five directors have been appointed to the Aodit Committee. The qualifications of these directors are set out in the Directors’ report.

(5} The Audit Committee held 3 meetings during the Tinancial year ended 31 December 2005, The committee members and their record
of attendance at meetings of the committee is listed elsewhere in this report.

3.2 Remuneration and Nomination Committee and Remuneraiion Policies

The purpose of the Remuneration and Nomination Committee is to review the remuneration of the directors and senior management,
review the company’s human resources policies and make recommendations (o the Board, and (o assess the necgssary desirable
competencies of Board members, review board succession plans, evaluate the Board’s performance and provide recommendations for
the appointment and removal of divectors.

(1} Remuneration Policies

The Committee annually reviews the company’s remuneration policies, senior management packages and directors’ remuneration, with
reference to the company’s performance, executive performance, comparable available information from competitors and other listed
companies and independent advice.

The remuneration policies and practices of the company are designed to atlract qualified and experienced candidates, retain and
motivate senior management and employees.

The Committee annoally reviews and recommends the remuneration packages of senior management.



The payment of bonuses and other incentive payments are reviewed annually by the Committee as part of the review of senior
management remuneration and recommendations are put to the Board for its approval. All boruses and incentives are linked to
predetermined performance criteria. The Board can exercise its discretion in relation to approving bonuses and incentives and may
recommend changes 1o the Committee’s recommendations. Any changes must be justified by reference to measurable performance
criteria.

The Committee may seek independent advice on the appropriateness of remuneration packages.

Remuneration for senior management is divided into three parts:

- & fixed remuneration which is made up of basic salary, benefits (such as a company car}, superannuation and other salary sacrifices;
- short term incentives - paid in cash, directly carned upon the successful achievement of specific financial and operational targets.
Incentives are based on performance hucdles which are set and reviewed by the Committee annually: and

- long term incentives

(2) Members
The committee members and their record of attendance at meetings of the commitiee is listed elsewhere in this report.

(3} Non-executive director schemes
There are no schemes for retirement benefits, othier than statutory superannuation, for non-executive directors.

4. Independent Advice to Directors
To Tacilitate independent judgement in decision-making, each director is entitled to seck independent professional advice, at the
expense of the company, after approval of the chairman is obtained, which may not be unreasonably withheld.

5. Code of Conduct

The directors acknowledge the need for and continued maintenance of the highest standard of ethics, and seek to ensure that all
directors, senior management and employees of the company act honestly, transparently, diligently and with integrity.

The company has implemented a Code of Conduct for Directors and senior management which is intended to promote ethical and
responsible decision-making in order to maintain confidence in the company’s integrity and the responsibility and accountability of
individuals for reporting and investigating reports of unethical practices.

The company’s websile {(www.capral.com.au} sels out the current policies dealing with:-

- Business Conduct

- Ethical Standards

- Eavironment Policy

- Equal Opportunity

- Health & Safety

- And various other policies

6. Dealings in Shares

Directors and senior management are prohibited from dealing in Capral's shares during designated close periods. Directors and relevant
employees may only buy or sell Capral shares during three periods of one month each following the annual and half-year
announcements and the annual general meeting.

Any dealings in Capral's shares by a Director are required to be reported to the Company Seerctary within 3 business days. The
Australian Stock Exchange is notified of any such share dealing by a Director within applicable time limits.

The Board of Capral is committed 10 ensuring that directors’ transactions in the company's shares are publicly disclosed within five
business days, in accordance with the ASX Listing Rules.



7. ASX Corporate Governance Council Best Practice Recommendations

This inTormation is supplied in accordance with ASX Listing Rule 4.18, requiring a listed company to provide a statement in its annual report
disclosing the exient to which the company has followed the ASX Corporate Governance Council’s Best Practice Recommendations during
the relevant period.

In addition, in accordance with the ASX Best Practice Recommendations, the company has posted coples of its Corporate Governance
Statement, Board Charter, Audit Committee Charter, Remuneration and Nomination Committee Charter and Continuons Disclosure Policies
on its website at www.capral.com.au.

BPR |Description Status Reason for non-compliance
Ne.

2 Structure the board fo add value

2.1 | A majority of the board should be |Do not comply The majority of the board are not independent directors. Given the current
independent directors. composition of the board and the skill set of the directors, the board
considers there is no current need to change s composition.

4 |Safeguard integrity in financial
reporfing

4.3 |Structure the Audit Commiliee so
thal it consists of*

= only non-executive directors; Complies
= a majority of independent Complies*
directors;

= an independent chairperson, who |Complies
is not chairperson of the board;

= at least three members. Complies
9  |Remunerate fairly and
responsibly
9.2 |A majority of independent Complies*

directors on the Remuneration and
Nomination Commilles

*1t is the view of the CEO and CFO and the directors of the Board that Mr Arnall conducts himself as director and
Chairman in an independent way and with the exception of his period as acting MD satisties all other
criteria for a test of independence as defined by the Board Charter.



Muaiters subsequent o the end of the financial year

Except for matiers referred to in the fnancial staiements, rio other matter or circurnstance has arisen sineg
31 December 2003 that has sipnificantdy affecied, or may significantly affect the consolidated entity's operations,
the results of those operations or the consolidated entity s state of affairs n fidure financial vears.

Likety developments and expected resulis of operations
Major developments which may affeet the operations of the consolidated entily in subsequent Anancial vears are
refersed Lo in the Chairman’s and Managing Divector's Report.

Further information on bkely developraents in the operations of the consolidated entity and the expected resuits of
aperations have not been inciuded in Hud report ag the directors believe i would be likely o result in wreasonable

prefudice to the consobidated entity.

Environmenixl regulation

Manufacturing Ticences and consents are n place at each Capral site ag preseribed by laws and regulations and
as advised by consulting with refevant envirotraentat awhorities.

Information on Key Management Personnel, Directors and specified exccutives
Particulars on the Board of Direciors are mciuded elsewhere in this report.

Detaits of hotdings of shares in the company {or the Key Management Persomnel, Ehrectong and
specified executives at the date of this report are as follows:

Ordinary sharves fully paid in the

Balance af

Received
during the year
am the exercise

her clunges

Rajance af the

Oty siart of vear ofoptions | dorine the vear|end of the vear
PJ Arnall Phrector and Chairman §9.200 12 200 3R 400
RW Freeman™ Maraeing Phrecior RENES FE4 600
J. Crabb Phrector 2008 2,400 F4 400
(il Cureton Phrector 72 00K 72,0003 F 000
(3 Pitcher Ehrector 48 008 48 000 05000
i H Weigs Phrector 2008 | 2,030} 24,000
* These shares were purcliased privately by Mr Freeman and i accordance with the Capral Share Trading Policy

Capral Capral
Ordinary sharves fully paid in the employes eraplayee shasd
Oty shase scheme seherne
MN.EVE Chalk® CFO and Divector 4 §4) 000 {50,000} 404,000
1} Burgesg** - - - -
I Poltard - - - -
M Hagzard - - - -
P Ghrepe 0,000 - - 30363, 060
& Michael *¥* 0,000 - {34000} -

1 Stephenson
5 sk

T ML!:;Y}EG

* left emploveent in Jouby 2005

¥ feft employvenent in November 2003

Directors' mectings

The nuenbers of meetings of the company s board of directors and of each board commitiee held diring the year ended
31 Decernber 2003, and the number of meetings atiended by each direcior were:

Full racetings of directors

Auvdit coramittes meetings

Remumeration and nommatton
coramiites meetmes

DIRECTORS Nov Held No Aftended No. Held N Abtended No. Held No Attended
P Arnall id |4 3 2 3 1
N.ILB Chalk® and ** 6 &

regipned § July 2003

& Freeman * and ** { [+ i)

commenced August 20051

J. Crabhb id |4 3 3 3 1

(i d Cugeton id |2 3 3 3 Z

R.G Picher id |4 3 3 3 1

G H Weigs id 8 3 2 3 Z

# pot @ member of the audit committee

¥ pot & member of the remuneraion and nomnagion commitiee

Company Secrefary

The company secretary 18 Mr A Schiiemann FCPA, Bbas, Grad Dip Tax, FTTA. Mr Sehliemann was appointed
i the position of company secretary n August 2002 and bas been with Capral sinee November 1997 when he was
emploved as Grows Tax Manager, a role he still cecupies.




Remuneration report
The R ation and Non
The Remuneration and Nominations Commiblee is responsile for reviewing and making recommendations to the Board on remuneration policies for
the company including, in particular, those govemning the directors, the Managing Director, and Senior Managers.

The Remuneration and Neminations Commitiee secks independent advice in setting the striscture and levels of remuneration.

The advice of independent remuneration consullants 14 taken 1o ensure thal the direclors’ fees are in line with market levels.

Nom-executive Direciors do not receive any shares, options or ofher securities as part of thelr remuneration norare they eligible to parlicipate in

the company s emplovee share plan or any other incentive plan. They do not receive any retirement benetits

other than stafudory superannoation H sppropriale.

Compensation of ron-execidive divectors and iheir ferms of oftice are governed by Capral’s Constieation and not by contract.

PHreciors of the Board who are nol emplovees of Capral recetve an annuad fee for Beir services,  The fees were $120,000

for the Chairman, $T0,000 for the chainman of the audd commmitiee and $35 000 for each other direcior with the exception

of B M. Weiss whe has wabved receiving any fees.

1i Committee

The Compuny's remuneration process and philosophy.
The Company bas a process 1o formmally evaluate and discuss performance and development
plans bi-annoally with all salaried emplovees. This fwo way process betweeen the emplovee and thedr immediate supervisor is referred
to 2 Performance Planning and Review {PPR).
The PPR is a 4-Step process covering:-
Step |- An agreement of deliverables for the year ahead and the setting of Key Performance Measures against which the achievement of
those delivershles will be assessed
Step 2 - A review of performance apainst the previously agreed deliverables for the period under review and against

the achievemant of corporate capabiities.
Step 3 - Emplovee comment and feedback on the previcus vear, their manager snd feam dynamies.
Step 4 - Shorl and jong fenm teaining and development peeds snd career aspirations.

Within the Company all maragers have a responsibifity 1o provide prompt and constructive

feedback 1o staff on performance, behaviour and attifudes. The PPR process supports the achievement of the Company’s objectives by enabling
managers fr evaluate and develop emplovee skills and performance and identify future development needs. Emplovees benefit

through recognition, performance feedback and career suidance.

Remuneration administration is an integrat parl of the overs management of our people.

A in-house job evaluation systerm and market remuneration surveys are used (o

determine roadband satary ranges. Actusd safary fevels are determined on the basis

of jub responsibilities and individoal performance and annual remuneration reviews oceur with regard 1o the PPR cutcome.

The system aims to be consistent across al} sajaried emplovees and externally competitive within the industries in which

Capral operates, for the type and fevel of work each emploves is performing,

in addiion {o a base salary and additional superannuation coniribiions, all sataried employees

are eligible to participate in a Shor Ferm Tncentive Plan (STIP). .

The STIP gives employees the oppodunily o earn 2 cash bonus, based on a spectfied percentage of their

Total Employment Cost. Bonus payments are dependant upon

the achievement of predetermined company, business unit and functional mreets. At least 90% of these

targets relate o Profis, Cash and Safety.

fncentives are generally velated (0 mesting deparbmental bodgets and are not directly linked to company performace  buedget

Sinee 31 December 2005 Capral bas finabised the structure of a Long Teom Incentive Plan (LTI Durine 2006 selected members of the Senior Management
Teamn will be invited fo participaie in this plan, whick will allocate 4 number of share acquisition rights on annoat basis,

The acquisition rights will then be subject to periodic Performance Hurdles, where the Company™s Todal Shareholder Return (TSR} s

caleulated. The namber of righis that actually vest will depend upon the comparny’s TSR in

compearison to the TSR of companies in 2 specified comparator group.

Emplovee entitlement Babidities

Capral Alominiom Employee Share Plan

Caprat Aluminium had in place an emplovee share plan which has closed and been replaced by 2 new Long Term Incentive
Plan which is reported separately in this repert. Elaible emplovees as determined by the Board were able (o
participate in the Plan and as at the date of the report there are only two lssues of shares that

remmain i ihe hands of one current empioyee and one ex-emploves.

Uinder the Plan monies were advanced to the paricipants to enable them to acquire ordinary

shares of the parent company at a price determined by the Board. No interest or other charges wasdis
pavable unless otherwise determined by the Board. During the vear no imerest was charged.

Participants are requited o pay the net smount of dividends received on the shates (after sliowing

for rcome 1ax) as repayment of the foan. On senmination of employment the participant 18 required

to repay Hie oan within 7 days folowing the repayment date, uniess the prevailing share price is less than
the loan babance apphcable to the shares.

The ameount advanced under the schems during the vear amouanted 1o 30 {2004 $0).

The number of shares purchased under the plan by elaible emplovees daring the cwTens vear is

w2004 NI AL vear end the ot Iosns oulstandine, included in squity balances

are $1 495061 (2004 $6 349 0060,




Key Management personnel

The following table sets out the natre and amound of esch lement of the compensation recetved’ receivable by:
1. Key manzgement personnel

2. The 3 Key execidives who received the greatest remunerstion pavinend in the year

of Capral Aluminium Eimited in 20035 with comparisons where relevant for 2004,

. . " T - e . Post « emplovment [Other long Terminaticn Share based
Tame ¥ esr Title Sheat Tenn Emplovee Benefiy - - )
benedits term henefits benedits PavmenLs.
5 ; Cash salary and moa - Termination Share
D]REC'TORS e Clagh bonus 3] monetary Superannaation $ e Acqguisition Total &
fens & e Lenefits & .
beneiits § Rizls
J Crabb (1% HHs Pore-eective Director b 14636 ) 0825 $i20 461
Moreekecutive Director and LE20.000 S, B0 LES BOG
24004 WESIHIEH
(1) Cureton 2HS Mon-execsitive Director S53.00:0
2004 Mone-execative Director S53.00:0
RCr Pitcher ] 565,300
Morrexective Director and
205 Clueiramans o the Andit O
RF0.00G0 L6500 R6500
Morrexecutive Director and
24004 Clusirmman of the Aodit Commites
(i Weiss 2HS Mon-exeesitive Director 0
24004 Mon-exeesitive Director - 0
[F Arnall (3 Moreekecutvve Director and 1350045 BITOGE B388 T4%
[Clazzirman and Chairman of the
emunerztion and Mominaiion
205 {Cennmittes
Feneexecutive Director and RE3.00:) L3950 a5
Clszziraman od he Remunezatics: and
24004 mominations Committes
WNDB Chalk (5 HHi5 CFO and Executive Ciirectos $159 764 214016 A3 25 451,590
20004 (CFC amd Execotive [irector L3 T O8RS E53I0875 %4171 £941 948
RW Freeman o) 2HS {CEC and Executive [hrector LIIBA85 525108 EEN L7 00 £a05 TI0
Execatives S0
I hdichae] (53} 224 s H125.002) 24,6876 400,678 FTT 15
KIS Generad Mamaser Special Projects
Y45 752 S18,055 30217 240,101 S 0T 35T, T00
24004 Generad Manaeer HBremer Sian up
I} Furges KIS Cenerad Manaeer -Bremer Pack w0 ] ,05G 514,744 el el £42) T05
20004 General Mamagers NEW %14, 560 514,092 LIl 605
T ddeEntee $6) KIS eneral Manaoer W A 5175058 531,592 L300, 583
20004 eneral Manaoer W A $15,7%3 29361 4
P Crrege (T Executive Geners] Manager LUR B0G 525,184 ®17.37) £358, 792
KIS Planging znd Log
[(General Mmager Information LEGT 52 Bl GG Bt S 525,184 53 140,05
2004 Technolowy
W Haszard (8) Executive Ceneral Manager R4, 402 prAcle b
KIS hlanufucturing
£ Follard (9% General Mamager Human LEOS BT S14.0643 22427 B2 a0
205 Hesourees
S Winowski (i) Executive General Manager Sabes RIZREG B 064 2377 RERAIVT
KIS & Macketing
I Hrephenson {113 M5 [Chied Finencial O icer YR 1] B2 |0 LT 0EY MINE:: 49 458
Tatal 2005 $2848.567 S208 058 $228.491 3218758 $26,886 LYRO O30 397 O $3,75.747

()

LE

4,78, 14,11

Moda

wir Crabb stepped down as Chairman of the Board effective | Movember 2003

fees wers received by Mr Armmll as a director and from Jamuary 2005 andil Agpast 2005 he was

paid a package in compensation For the role of acting managing director. From | November 2005

M Arnad] toeok up the roke as Chatrnan of the Board.

Mr N Chalk was employved as OFO from the beginping of the year wntid his resionation on § Jay 2003

Participad in fhe 2003 emplovee share scheme

Mr Freemay commenced as Managing Director and CEO elfective 8th Aupast 2008

R Michae] and T Burpess were emploved from the beginning of the financial yvesr unti

M November 2605,

Mr MeEntee (Ceneral Manaper WA operations) receivad s one-off agreed incentive pavment for exceptional services.
Participa in the 2003 emplovee share scheme

Commencad 1 November 20033

Commenced hey emplovinent in December 2004 and the role as General Managsy Human Resources in December 205
Commenced employment in November 203

Commenced emplovment in Aupasd 2005

Caprai Key Maragement Persennel

1} N monetary benefits is composed of motor vehicle benefits and where applicable notional inferest on

interest e Foans that rebde to e Emplovee Share Scherme.

2} Cheher jong termn benefits incinde long service leave aceried

3} Terminalion benefits include long service keave and other severance pavinents in accordance with the Capral redundaney policy.

Mir Michael and Mr Burpress both had served with the company For many yenrs

4} Share Acoutigition Rights- the amonst of 597 000 was cateulated as the benedil that had acerued to Mr Freeman in relation fo the share
acauisition fiahds granted 10 him although pot vested,
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Employieit contricts

Remuneration and other terms of empiovment for a number of the Key Management Personned are formalised i service agreements. Fach of
these agreements provide for the provision of performance-related cash bonoses, other benefits including car aflowanees and participation,
when etigibe, n the Capral Ahuninion Long Teren Incentive Plan. Other major provisions of the agreements relating t0 remuneration ase set
ok below.

R.W Freeman, Managing Direcior
I A short term incentive based on agreed key performance indicators of 3% of base salary
il the event of meeting agreed performanee targets up to a maximua of 1009 for superior performance and
A grant of 1.2 milkon shave rights that will vest over the course of the 4 year contract
depending on the total sharcholders retusn of Capral relative to the total shareholders return of ASX S&P 2006 companies.
There are 3 testing dates the first of which will be November 2007,

[

R Swephenson, M Hagieard, P Grepp | 5 Wistiowski and E Pollard
I A short term incentive 'objective’ target of 23% of Total Eraployment Cost {which is base salary plug super}
and 30% for the acluevement of 'stretely’ tarpets.

b

These emplovess will be able (o participate in the new Long Terms Incentive Plan and will be granted a number of
share acquisition rights that will vest depending on the fotal shareholders returm of Capral relative to the total
shareholders return of ASX S&P 206 companies. The first testing dage will be November 2007,

Directors’ benefils

No direetor of the company has, simce 31 December 2003, recerved or become entitled (o recetve a benefit other than

consolidated financial statement, or the fixed salary of 2 full time emplovee of the company or of a related body
corporate by reason of 2 eontract made by the company or a

related body eorporate with the director or with a firm which they are a meenber, or with an entity in which they have a
substantial financeal interest.

Directors' and officers’ indemnities and insurance

During the fivamcial year, Capral Alaminium Limited paid premiums for
directors” and officers” insurance. Current and former divectors, company
secretaries and officers of Capral Aluminiumy and 1ts subsidraries wera
covered by the tnsurance. The policies prohibnt diselosure of the nature of
the labiity insured apaing and the amount of the prevaion.

Proceedings on behalf of the company

No person has apphied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings on
behal{ of the compay, or to interveng in any proceedings to which the company s parly, for the purpose of taking
resparsibitity on el of the company for all or part of those proceedings. No proceedings have been brought or
iervened in on behall of the company with leave of the Coust under section 237 of the Corporations Act 200H .

Non-wedif Services
The company may decide to employ the auditor on assignements additional 1 therr stabutory acdit serviees where
the anditor's expertise and experience with the company and the eongobidated entity are mportant.
The Board of Dhrectors has conswdered the position and i accordance with the advice recerved from the Audit Committes
1t s saiisfied that the provision of these services during the vear by the audttor s compatible with, and did not eomapromise,
the general standard of auditor independence wnposed by the Corporations Act 2001 for the following reasons:
i} the non-audit services provided do not involve reviewing or auditing the auditor’s own work or acting in a management or
decision-making capacity for the comparny;
2} all non-andit services have been reviewed by the Audit Commaitee 0 ersure they do not affect the integrity and ohjectivity of the auditor; and
3} nome of the services undermine the general principle refating (o auditor independence as set out i Professional Statement FIE

Detaits of the amaounts patd or payable (o the audwor { PricewaterhouseConopers) for audit and non-audit services provided
during the vear are set oud i note 37 of the financial stagermenis.
A copy of the auditors’ independence declaration as required under seetion 3670 of the Corporations Act 2001 15 set out on page b4

Ronnding of sameunis

The company s of 2 kind referred to in Class Order 980700, 1ssued by the Australian Secusities & Investments
Cornenission, relating to the “rounding off” of amounis in the direciors” report. Amowris i the direciors’ report have
been rounded off in accordance with that Class Order (o the nearest thousand doltars or nearest dollar.

This report 16 made in aecordance with a resolation of the directors.

.1 Arnail Robin Freeman
Chairman of Eirectors Managing Ditecior
Svdney
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PRCEWATERHOUSE(COPERS @

PricewatarhouseCoopers
ABN 52 780 433 757

Darling Park Tower 2

201 Sussex Street

GPO BOX 2850

SYDNEY NSW 1171

DX 77 Sydney

Australia

W, Dwe. comadl
Telephoneg +61 2 8266 0000
Facsimile +81 2 8266 9989

Auditor’s Independence Declaration

As tead auditor for the audit of Capral Aluminium Limited for the year ended 31 December 2005,
| 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 2G0T in
retation 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 Capral Aluminium Limited and the entities it controlied during the
period.

WHB Seaton Sydney

Partner 21 February 2006
PricewaterhouseCoopers

Liability imited by a scheme approved under Professional Standards Legislation



Income statements

For the vear ended 31 December 2003

Hevenue from continuing operations

Other income

Changes in inventories of finished goods and work in progress
Raw matertals and consumables used

Emplovee benefits expense

Depreciation and amortisation expense

Finance costs - net

Freight

Share of net profits after tax from associates

sccounted for using the equity method of accounting

[.ease rental

Other expenses from continuing operations
f.05s before income fax

{ncome tax ex pense

f.ass ateributable to members of Capral Alumininm Limited
L.0ss per share for loss from continuing operations
atiributable to members of Capral Aluminium Limited

Basic loss per share

Diluted loss per share

Consolidated

Parent entiy

2003 2004 2003 2004
F0460 000 J000 SO0
Note
3 336,333 337,919 307,585 356,696
T 1,181 552 1.G36
(684} {5,466) 3,846 £5,438)
{231,866} {2440 680 {216,727 {236 987)
{81715} {96,110 {74,604} {95,888)
2 {13,982) {11,945} {14,961} {11,917
2 {3.360) {(726) (8,584} {4,200
{14,634} {15,400} {13,493} {15490y
13 2,331 1,613 - -
{14,595} {7.326) (9,977 {7.478)
{31.269} {30,344y {29,110 {30,490
{48,740 {47,574} {55473} {53,165}
4 223 25,791 - 24,452
{48,963} {73,365} {55473} {77617
28 {39.0¢) {81.5¢y
28 {39.00) {81.5¢}

The weighted average number of ordinary shares on issue used in the calculation of basic and diluted earnings

per share was 125,523,177 (2004: 86,337 971).

The above income siatements should be read in confunction with ithe accompanying notes.
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Balance sheets
As at 31 December 2005

ASSETS
Curren{ assets
Cash and cash equivalents
Receivables
[nventories
Prepayments

Tetal currenf assets
Noen currenf assets

Receivables
Retirement benefit asset

[nvestments acconnted for ssing the equity method

[nvestments

Property, plant and equipment

[ntangible assets
Deferred tax assets

Tetal non current assets
Tetal assets

LIABILITIES

Current liabilifies
Payables
[nterest bearing liabilities
Provisions

Tetal current liabilifies
Non current liabilities
[nterest bearing liabilities
Dreferred tax liabilities
Provisions
Deferred income
Tetal non current liabilifies
Tetal Habilities

Net assets

EQUITY
Contributed equity
Reserves
Accumulated losses

Tatal equify

The above balance sheels should be read In conjuction wiik the aecompanying naies.

MNote

oo ~d

10
11
12
12
15
16

17

18
19
20

|G S R N S
Lt Bt —

o

Consalidated Parent entity
2045 2004 2605 2004
606 3000 NS $G00
3,451 1,388 156 285
88,792 62,220 191,539 63,334
87,983 43,461 61,591 43,461
4,630 4,626 2,470 4,626
184,865 111,695 255,756 111,706
308 432 308 432
1,891 1,963 - -
12,273 10,303 5,439 5,439
- - 32,185 32,183
161,345 150,390 144,191 150,544
103,839 14,589 14,857 14,435
369 205 - .
280,025 177,882 196,980 203,033
464,890 289,577 452,736 314,739
01,473 57,579 62,734 57,342
78,390 35,352 140,723 06,685
4,724 2,801 2,267 2,801
174,587 95,732 205,724 156,828
29,400 34,867 29,400 34,867
624 569 - -
1,975 1516 1,842 1,516
1,395 - 1,395 -
33,394 36,952 32,637 36,383
207,981 132,684 238,361 193,211
256,909 156,893 214,375 121,528
298,562 149,583 298,562 149,583
6,330 7.854 4,852 7,035
(47,983) {5443 (89,039 (35,090)
256,909 156,893 214,375 121,528




Statement of recognised income and expense
As at 31 December 2005

Consolidated Parent entity
2005 2004 2003 2004

Note $000 $000 $600 $000
Gain/{loss) on revaluation of frechold land and
boildings, net of 1ax (630} 451 {659} 884
Exchange differences on translation of
foreign operations 26 733 701 - -
Actuarial gains/{losses) on defined benefit plan 26 {74} 508 - -
Net income recognised directly in equity - 1,660 {659) 884
Loss for the year (48,963) (73,365) (35,473} (77.617)
Total recognised income and expense for the year (48,963) (71,705) {56,132} {76,733)

The above statements of recognised income and expense should be read in conjunction with the accompanying notes.
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Cash flow statements
For the year ended 31 December 2063

Cash flows rom operating activities
Receipis from customers (inclusive of GST)
Payments 1o suppliers and employees
{inclusive of GST}

Interest received

Borrowing costs

Income taxes {paid} / refunds received
Other revenue received

Net cash outflow from operating activities

Cash flows Trom investing activities
Acquisition of property, plant and equipment
Payments for software assets
Payments for product development cosis
Acquisition of business assets
Proceeds from sale of property, plant and equipment
Proceeds from sale of business

Net cash outflow from investing activities

Cash flows from financing activities
Advances from controlled entities
Advances to controlled entities
Proceeds in relation 1o employee share scheme
Repayments from associated entities
Advances {1o¥from associated entities
Proceeds from borrowings
Repayment of borrowings
Net proceeds Trom share issue
Dividends paid

Net cash inflow from financing activities

Net increase / {decrease) in cash held
Cash and cash equivalents at beginning of year
Effect of exchange rate changes

Cash and cash equivalents at end of year

Financing arrangements

Non cash financing and investing activities

Consolidated Porent entity
2005 2004 2005 2004
Note 5860 $000 $000 50060
343,897 396,154 336,247 368,129
{392,575) (419,256} {383,800) 415477
(48,678} {20,162) (47,533) (17,348}
263 282 205 174
{5,558} (726) {3,360) {4,200y
{(341) (106) - -
308 461 222 316
{5,328} {89} {4,933 {3,711
40 (34,606} {20,191 (52,486) (21,659}
{9,187y {39,174) {8,808) (39,174}
{1,801} (150) {1,801) {150}
{1,802} - {1,802) -
42 {129,338) - - -
3,168 1,078 3,168 1,078
- 2,374 - 2,374
{138,978) {35,872) {9,243) (35,872)
- - - 2,755
- - {129,320) -
25 3,710 44 3,710 44
- 1,841 - -
1,960 (950) 1,969 {950}
156,214 52,019 153,755 52,019
{112,461) {31,084) {112,461) (31,684}
25 145,269 31,782 145,269 31,782
27 - (1,622) - {1,622}
194,692 52,030 62,913 52,944
1,708 (4,033 1,184 {3,987y
{5,622} (1,528) {6,725) {2,738}
16 {61}% - -
40 {3,898} (3,622) {3,541) {6,725}
29
41

The above cash flow statements should be read in confunction with the accompanying nofes.
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CAPRAL ALUMINIUM LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL SFATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2605

Note 1. Summary of significant accounting policies

This general purpose financial report for the year ended 31 December 2005 has been prepared
in accordance with Anstralian equivalents to International Financial Reporting Standards
(AIFRSs), other authoritative pronouncements of the Australian Accounting Standards Board,
Urgent [ssues Group Interpretations and the Corporations Act 2001,

{a) Basis of preparation

The principal accounting policies adopted in the preparation of the financial report are set

out below. These policies have been consistently applied to all the periods presented,

unless otherwise stated. The financial report includes separate financial statements of

for Capral Aluminium Limited as an individual entity and the consolidated entity consisting of
Capral Aluminiem Limited and its subsidiaries.

Application of AASB I First-time Adoption of Australion Equivalents to Internaiional
Financial Reporting Standards

These financial statements are the first Capral Aluminiom Limited financial statements to
be prepared in accordance with AIFRSs. AASB 1 First time Adoption of Australion
Equivalents to International Financial Reporting Standards has been applied in preparing
these financial statements.

Financial statements of Capral Aluminium Limited until 31 December 2004 had been
prepared in accordance with previous Australian Generally Accepted Accounting

Principles (AGAAP}). AGAAP differs in certain respects from AIFRS. When preparing the
Capral Aluminiem Limited financial statements for the year ended 31 December 2005,
management has amended certain accounting, valuation and consolidation methods

applied in the previous AGAAP linancial statements to comply with AIFRS. With the
exception of financial instruments, the comparative figures were restated to reflect these
adiustments. The Group has taken the exemption available under AASB 1 to only apply
AASB 132 Financial Instruments: Disclosure and Presentation and AASB 139 Financial
Instruments: Recognition and Measurement from 1 January 2005,

Reconciliations and descriptions of the effect of transition from previous AGAAP to
AIFRSs on the Group's equity and its net income are given in note 43,

Historical cost corvention

These financial statements have been prepared under the historical cost convention as
modiflied by the revaluation of inancial assets and liabilities {including derivative
instraments) at fair value through profit or loss and certain classes of property,

plant and equipment.
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CAPRAL ALUMINIUM LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

Note 1. Summary of significant accounting policies {continued)

Going concern

Included in current interest bearing debt (note 193 is an amount of $59.033 million

relating to commercial bills drawn under a faciity from the consolidated entity's banker.
During 2005 this facility was entered into on a short term rather than a long term basis

for commercial reasons. This Tacility expires on 30 November 2006,

The dicectors believe that prior 1o iis expiry adequate alternative funding will be put in place.
No commitment to renew or replace the facility has been entered into by the consolidated

entity and its banker, however the banker has provided a letter stating that it would be prepared
to consider the extension of the current facilities if Capral's performance is in line with forecasts
provided by the consolidated entity, subject to the bank's usual credit eriteria.

Based on the consolidated entity's relationships with its banker the directors are confident

that adequate funding will be made available to it. In particular the directors have considered:

- the ability of the consolidated entity to offer security over its assets, which are presently
unencumbered

- the existence of other facilities with the banker which do not expire in the 12 months
following the date of this repon

- an offer received in February 2006 from the banker proposing an additional facility to fund
working capital peaks which, {f negotiated between the parties, will not expire in the 12 months
following the date of this repon

- that at 31 December 2005 the consolidated entity has complied with all financial and other undertakings
given to the banker. Under the terms of the facility new financial undertakings have o be negotiated
from that date onwards. These negotiations are yet 1o be finalised. The Directors anticipate the
negotiations will result in new undertakings with which the consolidated entity will continue to comply.

Accordingly the directors have prepared the financial report on a going concern basis.
(b) Principles of consolidation

(i) Subsidiaries

The consolidated financial stalements incorporate the assets and liabiities of all

subsidiaries of Capral Aluminium Limited ("Company” or "Parent entity™) as at 31 December
20035 and the resuits of all subsidiaries for the year then ended. Capral Aluminium Limited
and its subsidiaries together are referred to in this financial report as the Group or the
consolidated entity.
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CAPRAL ALUMINIUM LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

Note 1. Sammary of significant accounting pelicies {continued)

(i} Associates

Associates are alt entities over which the Group has significant influence but not control,
generally accompanying a sharcholding of between 20% and 50% of the voting rights.
Investments in associates are accounted for in the parent entity financial statements
asing the cost method and in the consolidated financial statements using the equity
method of accounting, afler initially being recognised at cost. The Group's investment in
associates includes goodwill {net of any accumulated impairment loss} identified on
aoquisition {refer to note 134,

The Group's share of its associates’ post-acquisition profits or losses is recognised in the
income statement, and its share of post-acquisition movements in reserves is recognised
in reserves. The comulative post-aequisition movements are adjusted against the
carrying amount of the investment. Dividends receivable from associates are recognised
in the parent entity's income stalement, while in the consolidated financial statements
they reduce the carrying amonnt of the investment.

{c) Segment reporting

A business segment is a group of assets and operations engaged in providing products or
services thal are subject to risks and returns that are different to those of other business
scgments. A geographical segment is engaged in providing products or services within a
particular cconomic environment and is subject to risks and returns that are different from
those of segments operating in other economic environments.

{d) Foreign currency transiation

(8} Funetional ard presentation curvency

ltems included in the financial statements of cach of the Group's entities are measured
using the currency of the primary economic environment in which the entity operates ("the
functional currency™). The consolidated financial statements are presented in Australian
dollars, which is Capral Aluminium Limited's functional and presentation carrency.

(5} Transactions and balances

Foreign currency transactions are translated into the functional carrency nsing the
exchange rates prevailing at the dates of the transactions. Foreign exchange gaing and
losses resulting from the settlement of such fransactions and from the transiation at year-
end exchange rates of monctary assets and liabilitics denominated in foreign currencics
are recognised in the income statement, except when deferred in equity as qualifving
cash flow hedges and gualifying net investment hedges.

(1) Group companies

The results and financial position of all the Group entities {acne of which has the currency
of a hyperinflationary economy) that have a functional currency different from the
presentation currency are translated inie the presentation corrency as follows:

- assels and labilities for each balance sheet presented are translated at the closing
rate at the date of that balance sheet;

- income and expenses for each income statement are translated at average
exchange rates {unless this is not a reasonable approximation of the cumulative
effect of the rates prevailing on the transaction dales, in which case income and
expenses are iranstated at the dates of the transactions); and

- all resnlting exchange differences are recognised as a separate component of
equity.
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CAPRAL ALUMINIUM LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL SFATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2605

Note 1. Summary of significant accounting policies {continued)
{d) Foreipgn carrency translation (con't)

On consolidation, exchange differences arising from the translation of any net investment
in foreign entities, and of borrowings and other currency instruments designated as
hedges of such investments, are taken to shareholders’ equity. When a foreign operation
is sold or borrowings repaid, a proportionate share of such exchange differences are
recognised in the income statement as part of the gain or loss on sale.

{e) Revenue recogaition

Revenue is measured at the fair value of the consideration received or receivable.
Sales revenue comprises sales of goods and services at net invoice values less returns,
trade allowances and applicable rebates.

A sale is recorded when goods have been dispatched to a customer pursuant 1o a sales
order and the associated risks have passed 1o the carrier or customer.

(D) income fax

The income tax expense or revenue for the period is the tax payable on the current period's
taxable income based on the national income tax rate for each jurisdiction adjusted by
changes in deferred tax assets and liabilities attributable to temporary differences between
the 1ax bases of assets and labilities and their carrying amounts in the financial statements,
and to unused tax losses. At the date of these Thancial statements the directors do not believe
that the probabiity test has been met in respect of the Australian operations.

Deferred tax assets are recognised for deductible temporary differences and unused
tax losses only if it is probable that future taxable amounts will be available to utilise
those temporary differences and losses.

Capral Aluminiem Limited and #ts wholly-owned Australian entities have implemented the
tax consolidation legislation.

{g) Leases

Leases in which a significant portion of the risks and rewards of ownership are retained

by the lessor are classified as operating leases (note 31}, Payments made under operating leases
(net of any incentives received from the lessor} are charged (o the income statement on a
straight-line basis over the period of the lease.

(h) Impairment of assets

Assets that have an indefinite useful Hfe are not subject 1o amortisation and are tested
annually for impairment. Assets that are subject to amortisation are reviewed Tor
impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment foss is recognised for the amount by
which the asset's carrying amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset's (air value less costs to sell and value in use. Forthe
purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows {cash generating units).
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CAPRAL ALUMINIUM LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

Note 1. Sammary of significant accounting pelicies {continued)
{i} Cash and cash eguivalents

Cash and cash equivalents includes cash on hand, deposits held at call with financial
institutions, other short-term, highly liquid investments with original matuoritics of three
months or less that are readily convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value, and bank overdrafis. Rank overdrafts
are shown within borrowings in current liabilities on the balance sheet.

{f) Trade receivables
Trade debiors are recognised initially at fair value.

Collectibility of trade debtors is reviewed on an ongoing basis. Debls which are known to

be uncolicctible are written off. A provision for doubtful debis is raised when there is
objective evidence that the Group will not be able to collect all amounts due according to

the original terms of receivables. The amount of provision is the difference between the assets
carrying value and estimated forutre cash flows and is recognised in the income statement.

{k) Enventeries

Inventories representing aluminium and other supplies are valued at the lower of cost and
ncl realisable value. Aluminiom billet and log is valued at moving average of direct
purchase cost. Cost of rolled product has been determined principally on moving average
of direct purchase costs. Manufactured product is valued at cost which inclodes: moving
average metal cost, direct Iabour, and fixed and variable factory overhead.

{1} Fair value estimation

The fair valoe of financial assets and financial Habilitics must be estimated for recognition
and measurement or for disclosare purposes.

The fair valve of financial instroments traded in active markets {(such as publicly traded
derivatives), is based on quoted market prices at the balance sheet date. The quoted market
price used for financial assets held by the Group is the current bid price; the appropriate quoted
market price for financial liabilities s the current ask price.

The nominal value less estimated credit adjnstments of trade receivables and payables

are assumed to approximate their fair values. The fair value of financial labilities for
disclosure purposes is estimated by discounting the future contractual cash flows at the
current market interest rate that is available to the Group for similar lfinancial instraments.

{m) Property, plant and equipment

Land and buildings are shown at fair value, based on periodic, but at teast triennial,
valuations by external independent valuers, less subsequent depreciation for buildings.
Any accomulated depreciation at the date of revalation s eliminated against the gross
carrying amount of the asset and the net amount is reslated to the revalued amount

of the asset. Al other property, plant and cquipment is stated at historical cost less
depreciation.

Subsequent costs are included in the assel’s carrying amount or recognised as a

scparale assel, as appropriate, only when it is probable that future economic benefils
associated with the item will flow to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance are charged to the income statement during
the financial period in which they are incorred.
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CAPRAL ALUMINIUM LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

Note 1. Sammary of significant acconnting poficies {(continued)
{m} Property, plant and eguipment (con't)

{pereases in the carrying amounts arising on revaluation of land and buildings are credited
to other reserves in sharcholders’ equity. To the extent that the increase reverses a
decrease previously recognised in profit or loss, the increase is first recognised in

profit and loss. Decreases that reverse previous increases of the same asset are first
charged agatnst asset revaluation reserves directly in equity to the extent of the remaining,
reserve alfributable to the asset; all other decreases are charged to the income statement.

{.and is not depreciated. Depreciation on other assets is caleulated using the straight-line
method to aliocate their cost or revalued amounis, net of their residual values, over their
estimated usetul Bves, as follows:

- Buildings 2050 vears
-« Plant and equipment 320 vears

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at
cach halunce sheet date.

An asset’s carrying amount is written down insmediately to is recoverable amount if the
assel's carrying amowt s greaer than its estimated recoverable amount (note 1¢h)}

Ciains and losses on disposals are determined by comparing proceeds with carrying
amount. These are included in the income statement. When revalued assets are sold, it
is Group policy 1o transfer the amounts included in other reserves in respect of those
assels 0 retained carnings.

{n} Intangible assets

ti} Goodwilf

Coodwill represents the excess of the cost of an acquisition over the fair value of the
Ciroup's share of the net identifiable assets of the acquired subsidiary/associate at the
date of acguisition. (foodwill on acquisitions of subsidiaries is included in intangible
assets. Goodwill on acquisitions of nssociates is included in fnvestments in associates.
CGioodwill acquired in business combinations is oot amortised. Iostead, goodwill is tested
for inmpairment annually, or more frequently if events or changes in circamstances
indicate that it might be impaired, and is carried at cost fess accumulated impairment
fosses. (ains and losses on the disposal of an entity include the carrying amount of
goodwill relating 1o the entity sold.

Cioodwill s allocated to cash-pencrating uniis for the purposes of impairnient testing.
(ash-generating units represent the (roup’s investment in cach of its customer segments.

fit) Cther intellectucd property

Other intellectual property comprises trademarks, designs. patents and product development
which have a finite usefid life and are carried at cost less accumulded mmortisation and
impaired losses. Amortisation is caleulated using the straight-line method to allocate the cost
over the assets estimated useful Hves, which vary from 5 to 10 vears.

fiti] Software

Software assets including system development costs have a finite useful Hfe and are carried at
cost fess accumulbated amortisation and impaired fosses. Amortisation is caleulated using the
steaight-line method to altocate the cost over the assets estimated usefirl lives, which

witich vary from 3 fo 10 vears.

{0} Trade amd sther pavables
These amowns represent labilities for goods and services provided to the (roup prior o

the end of financial vear which are unpaid. The amounts are unsecured and are vsually
paid within 30 days of recognition.
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Note 1. Sommary of significant acconnting policies {continued}
{2) Borrowing costs

Borrowing costs incurred tor the construction of any qualitying asset are capitalised

during the period of time that s required to complete and prepare the asset for its

intended use or sale. Other borrowing costs are expensed. In 2003, the rate of capitalisation
wis 6. 78% (2004 6.78%).

Loan application fees are netted off against the borrowings {o which the fees refate.
{1} Provisions

Provisions tor fegal clalms and service warranties are recognised when the Group has a
present legal o constructive obligation as a result of past evenly: it is more likely than not
that an outfiow of resources will be requited to seitle the obligation; and the amount has
been retiably estimated. Provisions are not recognised for fiture operating Josses.

{r) Employee benefits

(i Wages and salaries, anpral leave and sick leave

Liabilities for wages and salavies, including non-monetary besefits, annual feave aad
acctmulating sick leave expected to be seitled within 12 months of the reporting date are
recognised in other payables in respect of emplovees' services up 1o the reporting date
and are measured at the amounts expected 1o be paid when the Habilities are settfed.
Liabilities for non-accumulating sick leave are recopnised when the leave is taken and
measured at the rates paid or payable.

(fi} Long service Jeove

The liability for long service leave is recognised in the provision for emplovee benefits and
measured ag the present value of expected future payments to be made in regpect of
services provided by emplovees up to the reporting date asing the projected unit credit
methed. Consideration is given to expected future wage and salary levels, expetience of
employee departares and periods of service. Expected futare payments are discounted
using market vields af the teporting date on pational government bonds with teras o
maturity and currency that match, as closely as possible, the estimated future cash
outflows.

fii1) Share-hased pavments

Share-hased compensation benefils are provided to employvees via the Capral Aluminium
cmplovee share scheme. Eligible eraplovees as determined by the Board may participate

in the Plan. Under the Plan mondes are advanced to the participants to enable them to
acquite ordinary shares of the parent company at a price determined by the Board. Amours
tent o emplovees are deducted from equity.

Shares granted before 7 November 2002 andior vested before 1 Jaruary 2003
No expense % recogrised in respect of these shates. The shaves are recognised when
they are sold and the proceeds received allocated to share capital.

fiv] Retirement hencfit assets

A Habitity or asset in respect of defined benedlt plans is recognised in the balance sheet,

and is measured ag the difference between the present value of the defined benefit obligation
at the reporting date less and the fair value of the superannuation fund's assets at that date
and any tnrecognised service cost {refer note 33}

Actuarial gaing and losses are recogrised immediately and are taken divectly to a reserve.
{5} Contributed equity

Chrdinary shares are classified as equity.

fncremental costs directly attributable to the issue of new shates are shown in equity asa
deduction, net of tax, from the proceeds. Incremental costs directly artributable o the

fsque of rew shares for the sequisition of a business, are included in the cost of the acquisition
as part of purchase consideration.
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Nofe 1. Sommary of sigaifieant accountfing policies {continued)
(1) Government granis

Government geans relating fo eosts are defereed and recogaised in e income statement over the pertod
necessary 10 maich them with the costs they are infended o compensate.

Government grands related to he purchase of property, plant and equipreent are deferred and amortised
aver the usefil ife of the asseis to which the grants velate.

(0} Brerivitives

From ¥ Janmuary 2004 10 31 Becember 2004

The Group has iaken the exempiion available under AASE | to apply AASE 132 and
AASB 139 from | Jannary 2005, The Group has apphied previous AGAAP fo the
comparattve information on financial instraments within the scope of AASE 132 and
AASE 130,

Previous AGAAT

Exchange gains and josses and hedgmp costs arsing on eontracts entered inte as hedges of speeific
commitenents are deferred and ineluded i the determination of the amownts ag which the transaetions are
brcught to aceount

Amounts receivable and payable on metal hedges coniracts are included in other debiors and
other creditors respectively.

Exchange gains and josses and hedging costs arsing on eomfracts entered into as hedges of specific
commritmenty are deferred and included in the determination of the amounts at which the (ransactions are
trought to aceount. Amounts receivable and payable on open comracts are included i other debsory and
ather creditors respectively. The consolidated entity does not undertake specntative foreign currency
EFANSECHONG.

From I Janaary 2005

Derivatives are initially reeogrised at fair value on the date a derivalive contract 15 endered
o and are subsequentty remeasured to therr far value. The Group's derivative comracts
do not qualify for hedge accounting. Changes in the fair value of any derivative insirument
are recognised immediately in the income statement.

(v} Aequisitions of assets

The purchase method of accounting % used o account for all acquisitions of assest (inciuding business
combinationg). Cost 15 measured ag the fair value of the asgess piven, plus directly attributable cosss.
Iderdifiable assets acquired and liabitities and contingent liabiies assumed in 2 business combination are
measured tmtialby at their favr valoes at the acqusteon date. The excess of acquasiiion cost over the far value of
identifiable net agsets acquired is recognised as goodwill {refer to note 1{n}}.

(w} Earnings per share

{1} Basic carnings per share

Basic earnings per share is cateulated by dividing the profit{loss) atteibutable to equity holders
of the company, exchuding any costs of servicing equity other than ordinary shares, by the
weighted average nember of ordinary shares outstanding during the vear, adjusied

for bonws elements n ordinary shares issued during the vear.

{11} hifrted earnings per shave

Diluted earningg per share adjusss the figuses used in the determination of basic eartings
per share (0 take to aceownt He welghted averspe number of shares assurped 0 have
heen issaed for no congideration in relation 1o dilutive potential ordinary shares.

(x} Reunding of amounts

The comparty i of a kind referred to in Class crder 98/G106, sued by the Austrabian
Securities and Ivvestments Commission, relating o the "rounding oft” of amounts in the
financial report. Amcunis in the financial report have been rounded ofF in accordance
swith that Class Order to the nearest thousand doliars, or m certain cases, the nearest
dodlar.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECE

Expenses

Loss before income tax
inciudes the following spectiic net expenses:

Expenses
Cost of sales of poods

Amortisation of other intellectual property
Amortisation of software

Depreciation :
Buildings
Leaschold improvermnents
Plant and eguipment

Total depreciation

Finance costs - net
Interest and finance charges paid/pavable
- Controtled entities
- Cther persons
- Exchange losses on foreign currency borrowings

Amount capitalised

Finance costs - net
L.oss on sale of trade bills

Rental expenses relating to operating leases:
Minimoem [ease paviments

Amount set aside 1o provisions
Emplovee entitlements
Warranty
{sther charges against assels
Write down of inventories
i net realisable value
Had and doubtful debt - trade debtors
Controlled entity recelvable
Material items
Restructuring costs
(Profit) from sale of property, plant and equipment

Revenue and other income

Revenue from continuing operations
Sales revenue
(ther, mainky revenue from sale of serap material

Other revenue
Frterest
fnterest from associates

Other income

Net gain on disposal of property, plant
and eguipment

Cain on sale of bosiness

Other

MBER 20405
Consolideted Parent entity
20435 2004 23035 i34
G4 FO00 hEEE pEEH
276,917 286,406 276,901 285,534
602 4352 602 432
2,729 2,729 2,728 2,729
3,331 3181 3,331 3,181
435 404 418 404
668 226 668 198
11,528 &.134 14,544 8,134
12,651 8,764 11,636 8,736
- - 3,294 3,052
5,358 4,198 3,360 4,198
- - 128 422
3,358 4,198 8,782 7.672
{198) {(3.472) {198) {3.472)
5,360 726 8,584 4,204
- 336 - 336
16,3935 7,526 9,977 7478
6,147 3046 6,147 3,046
- (26T) - -
869 163 869 163
625 330 623 530
- - - (262)
6,162 20041 6,162 20,041
(3933 {70%) {383y {709
5,769 19,332 3,769 19,332
310,874 322,696 279,184 321,638
28,196 34,141 28,196 34,141
338,070 356,837 307,380 355,799
221 259 163 151
42 823 42 T46
339,333 3537919 307,583 356,696
393 163 393 1635
- 355 - 535
N8 461 159 316
7451 1181 532 1036
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CAPRAL ALUMINIUM LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 BECEMBER 2005

income tax expense

(a} Income tax expense
Decrease in deferred tax balances
Under / (over) provision for income tax in prior years

(b} Numerical reconciliation of income

tax expense to prima facie tax payable
Loss from continuing operations before income tax expense
income tax calculated @ 30% {2004 - 30%)

Tax effect of non-deductible items:
Share of net profits of associates
Sundery items

income tax adjusted for permanent differences
Effect of higher rates of tax on overseas income

Deferred tax benefits not recognised in relation
to the current year

Deferred fax benefits not recognised in relation
to the current year - transferred to subsidiaries

Under / (over) provision in prior years
Deferred tax assets de-recognised in relation to prior years

income tax ex pense

() Net deferred tax debited/{credited directly
to equity (note 26}

(d3 Tax losses

Accumulated unused gross tax losses for which no
deferred tax asset has been recognised

Potential tax benefit @ 30%

All unused tax losses were incurred by Australian entities.

Consolidated Parent entity
2005 2004 2005 2004
$000 S066 $G00 $600

223 25,915 - 24,452

. (124) . -

223 25,791 - 24,452
(48,740) (47,574) (55,473) (53,165}
{14,622) (14,273 {16,642) (15,9503

(699 (493) - -

{49} (18) - 63
{15,370) {14,784) {16,642) {15,887

69 32 - -

15,5324 {5,516 17,743 15,878
- - (1,101) {689
223 764 - {GOR)

. (124) . .

- 25,150 - 25,150

223 25,790 - 24,452
55 250 - -
184,720 120,247 184,720 129,247
55,416 38,774 55,418 38,774

No part of deferred tax asset shown in note 17, which relates to the New Zealand operations, is attributable

1o tax losses.
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CAPRAL ALUMINIUM LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 BECEMBER 2005

5. Segment Information

It 2005 the consolidated entity operated in one business segment, extrusion and distribution of aluminiem prodects and
one geographical segment, Australia. Conseguently, a segnment report for 2003 has not been reported.

In 2004, the consolidated entity's reportable sepment was by peographic region.
The 2004 sepment information is reported In Australia as continuing and New Zealand as discontinued.
[Mscontinued operations in Australia for 2004 referred primarily to former Hockney, Smelter, Foil, Sheet, and Remelt operations.

Austrakia Australia New Zealand  Eliminations  Consolidated
Continuing Discontinued Discontinged
Operations Operations Operations
SOB0G SO0 SO0 HO00 SO0
31 December 2064
Sales to customers ouiside the consolidated entity 322 686 N - 322 6494
Inter-segment sales - - - -
{Hher 335,223 - - 35223
357 910 R - 33T 919
UnaHocated Revenue : 1181
Torad Revenue 3R 00
Segment Result:
Before material items (30473 262 - {30211
Muaterial items {note 2} £19332) . . {19332
Including material items {49 803%) 262 - {49,543}
{pallocated share of net profits fron: associate 1613
Unatlocated revenue fess unatlocated {-:,\'p'c:}s'es'} 356
Consolidated operating {loss} before income tax {47374
[ncome tax expense 25T
Net (hossy {73,365}
Segment Assels 271,708 - 1,223 - 272931
Unalfocated assets 16,646
Toual assets IRG 2TT
Sepnient Liabilitics 61,536 - 366 - 1894
Unaltfocated Habilities * TOUTHE
Teodal Habilitics 132 684
Acguisitions of property, plam and equipnient 30324 - - - 39324
Investments in associates - - - -
Unaltocated invesiments in associales 14,303
Total investiments in associales 14,303
Deprecintion and amortisation expense 1,943 N N 11,945

¢ includes interest received.
» includes interest income and interest expense
3 includes fax asset balances and loans and investiments in equity accounted assockate

4 includes fax liability balances and borrowings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

Consolidated FPorent entity
2005 2004 2005 2004
$000 $600 S000 S00G
6 Current assets - Cash and cash equivalents
Cash at bank and in hand 3,451 1,388 156 285
7 Current assefs - Receivables
Trade receivables 88.886 55,222 57,530 55,042
Provision for doubtful receivables {1,038} {885) (784) {779
87,848 54,337 56,746 54,263
Non-trade debis owing by controfled entities - - 1,251 1,280
Non-trade debis owing by related parties - 6,289 132,564 6,203
Other debtors 944 1,504 978 1,586
88,792 62,220 191,539 63,334
8 Current assefs - Invenfories
Raw materials and stores - at cost 28,750 16,673 24,957 16,673
Work in progress -~ at cost 1,517 1.567 1,517 1.567
Finished goods - at cost 60,505 32416 37,181 32,416
Less provision for obsolescence on finished goods {2,789 (1,195 (2,064) (1,195}
87,983 43,461 61,591 43,4561
9 Current assets - Prepayments
Prepayments 4,630 4,626 2,470 4,626
10 Non-current assefs - Receivables
Other debtors 308 432 308 432
11 Non-current assefs - Retirement benefif asset
Pension surplus 1,891 1,963 - -
12 Non-current assefs - investmenis
Subsidiaries
Subsidiaries at cost - - 34,265 34,293
Provisions for diminution in value - - (2,110) (2,110%
- - 32,185 32,183
Equity accounted investments
Shares in associated entities at cost 5,439 5,439
Shares in associates (note 13) 12,273 16,303 - -
12,273 10,303 5,439 5,439
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12 Non-current asseis - Investments {conf’d)
Details of subsidiaries

The consolidated financial statements incorporate the assels, liabilities and results of the
following subsidairies:

Equity holding Country of
2005 2004 Incorporation
Entifty name %o %o
Aluminium Extrusion & Distribution Pty Limited # 190 - Australia
Capral Stafl Superannuation Pty Limited 190 100 Australia
Capral Wages Superannuation Pty Limited 190 100 Australia
Aluminium Distributors Pry Limited 190 100 Australia

Controlled entity:

Heockney Pty Limited** 100 100 Australia
Capral Firance Pty Limited 190 100 Australia
Capral Aluminium NZ Limited 190 100 New Zealand

Controlled entities:

Capral Fiduciary Limited 190 100 New Zealand

Horizon Aluminivm Products Limited** 106 100 New Zealand

Horizon Automatic Door Systems Pty Limited®* 100 100 Australia

* An application to deregister Horizon Automatic Door Systems Pty Limited was lodged with
ASIC during the financial year.
*% Deregistered during the financial year.

# Subsidiary has been granted relief from the necessity to prepare financial reports in
accordance with Class Order 98/1418 issued by ASIC.
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NOTES TO THE CONSGLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

13 Investments in associates
Investments i assoctates are accounted for in the consolidated financial statements using the equily

method of accounting and are carried at cost by the parent entity. Information relating to the associates
is set out below:

Consohidated Parent eniity
Name of Principal Crwnership interest CATTVIRE amount CAFTYITE arnount
Compary Activity 2005 2004 20035 2004 2005 2004
{incomorated) s %o FH0 SO0 000 B0

Einlisted

Bremer Business  Property
Park (O3 Pty Bevelopment 30 30 2,000 2000 2,000 2,000
Lamited { Austrabin)

National Aluminium
Aluminium Extrusion
Lamited {INZ) 30 36 1273 833 3,439 3,439

[2.273 10,303 3439 3439

Consolidated

2005 2004
000 B0
Movements in carrying amounts
Carrving amount at the bepinning of ihe Anancial vear 10,303 8,321
Share of profits from ordinary activifies after income fax 2331 F613
Exchange difference on translation 163 368
Ervidends received f receivable {5243 -
Carrying amount at end of vear 12,273 10,303
Share of associates profits
Profits from ordinary activities before mcome tax 3,500 2,425
Income fax expense {1,169 (RE2Y
Profits from ordinary activities after mcome tax 2,331 E&I3
foess Dividends recetved / recetvable {5243 N
ERG7 £613
Retained profils at the beginning of the financial vear 4,542 2,926
Retamed profils atiribuiable to associates at end of vea 6,340 4,542
Reserves attributable to associates
Foretgn Corrency Translation Reserve
Balance at the begmming of the financial year 316 77
Agising on translation 163 436
Balance at the end of the fnancial vea 675 516
Share of associate's contingent liabilities - -
Share of associate's expenditure commitments
Capital commiiments 484 44
fease commitments 2,479 FaT7i
2963 2015
Summary financial information of associates (Capralb's share)
The aggregate profits, assets and habilities of associates are:
Revenues 57.684 36,508
Profits from ordinary activities after income tax expense 2,282 F614
Assets 10,456 8316
{.1abilities 3,627 2,365
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14 Related parties

Parent entities

The ultimate parent entity within the Group is Capral Aluminium Limited.
Guinness Peat Group Ple (incorporated in the United Kingdom} which holds 32.37% of the issued
ordinary shares of the Company as at the date of this report, is the altimate parent entity.

Subsidiaries

Interests in subsidiaries are set out in nofe 12,

Directors

Details of the directors and remuneration of each director of Capral Aluminium Limited and cach of the specified
execntives of the consolidated entity are set out in the Remuneration Report on pages 11t 13.

Other related parties

As parent entity in the consolidated entity, the company advanced and was repaid loans and bought and sold
goods to controlied entities within the consolidated entity. These transactions were conducted on commercial
terms and conditions at market rates.

Consolidated Parent entity

2005 2004 20688 2004

3000 3000 $060 £000
Current amonnts receivable from related parties
Subsidiaries (note 7} - - 1,251 1,286
Associated entities (note 7) “ 6,289 132,564 6,205
Current amounts payable to related parties
Subsidiaries (Note 19} - - 63,985 61,333
Associated entities (Note 19} 1,964 - 1,960 -
Dividend received or receivable
Associated entities (note 13) 324 - 524 -
Interest expense
Subsidiaries (note 2} - - 3,294 3,052
Interest income
Associated entities (note 3) 42 823 42 746
Lnderwriting fee - renounceable rights issue
Guinness Peat Group { Australia} Pty Lid 3,343 624 3,503 624
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15 Property, plant and equipment

Land and buildings
Freehold land and buildings

At valuation
At cost
Accumulated depreciation

Net book amount
Leaschold property:

At cost
Accumulated depreciation

Net book amount

Total land and butidings

Plant, machinery and equipment:
At cost
Accumulated depreciation
Provision for impairment

Construction work in progress at cosi

Net plant, machinery and equipment

Total property, plant and equipment

Valuations of land and buildings

The valuations incorporated In the financial statements were performed as follows:

Valuations of frechold and leasehold fand and buildings as at 31 December 2004 were undertaken by
A. Robson AAPL F. Julier AAPL, N Satchell AAPI of Rushton Valuers Py Lid. The valuations were

Consolidated Parent entity
2003 2004 2035 2064
SO06 SO0 $040 $060
16,044 18,993 16,063 {8,945
4,373 - 30 -
{411} - (393) -
20,606 18,993 13,720 18,945
5471 {415 3,971 1,415
{1,335 (87H) {1,331 (6713
4,640 744 4,640 744
24,646 19,739 20,360 19,739
{85,501 91,446 173,934 91,660
{49 982) {32,634 {49,250} {52,634)
{6,785} {6,785) {6,785% {6,785}
128,734 32,027 117,913 32,181
7.965 98,624 5,918 48,024
136,699 {30,651 123.831 134,805
161,345 {530,396 144,141 156,544

undertaken on the basis of falr value being the amount for which the assets could be exchanged between
willing parties In an arms length transaction. This s aot materially different to the fair value at balance date.

Carrying amounis that would have been recognised if land and buildings were stated af cosi

Freehold fand

At cost
Accumulated depreciation

Net book amount
Buildings

At cost
Accumulated depreciation

Net book amount

Consolidated Parent entity

2003 2004 2035 2064

SO0 SO0 040 040
5916 6,790 3.460 6,790
54916 6,790 3.460 6,790
14,307 12,203 {4,633 {2,265
(733) - (715) }
13,774 12,203 2,938 {2,265
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CAPRAL ALUMINIUM LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR TRE YEAR ENDED 31 PECEMBER 20905

15 Property, plant and equipment {continued)

Reconciliations
Reconciliations of the carrying amounts of each class of property, plant and cqnipment at the beginning and
end of the current financial year are set ont below.

Leasehold Plant & in course
Freehold improve~ equipment of const-
land Buildings ments ruction Tetal
$'900 $'000 $'000 5004 3604 $'000
Consolidated
20058
Opening net book amount 7,65 11,303 744 32.027 98,624 156,340
Additions 450 3,023 4,575 11,992 6,197 27,137
Disposals {2,230} {677} (i) (613} - €3,531)
Transters - - - 96,856 {96,856} -
Depreciation charge
expense (nole 2{a) “ {455} (668) (11,528} - £12,6513
Nel book amount at
31 December 2005 5,910 14,096 4,640 128,734 7.965 161,345
2004
Opening net book amount 6,790 8,362 1,337 18,363 85,677 126,520
Additions - 3,367 74 22,936 12,547 39,324
Disposals . (3} (10} (1,138) - (1,1513
Revaluation (decrements) / increments 900 {17} (431 - - 452
Depreciation charge
expense (nole 2{a) “ {404} (226) (8,134} - (8,764)
Nel book amount at
31 December 2004 7,65 11,305 744 32,027 98,624 153,343
Parent entity
20058
Opening net book amount 7,640 11,305 744 32,181 08,624 156,544
Additions - 50 4,573 33 4,150 8,808
Disposals (2,230} (677) (11) (613} - (3,531)
Transters - - - 96,856 {96,856} -
Depreciation charge (note 2a) - {418} (668) (10,5443 - (11,630)
Nel book amount at
31 December 2005 5,460 103,260 4,640 117.913 5,918 144,191
2004
Opening net book amount 6,790 8,362 878 18,517 85,677 126,224
Additions - 3,367 74 22,936 12,547 39,324
Disposals . {3} (HY) {1,138} - (L1540
Revaluation (decremenis) / increments 900 {17} - . - 883
Depreciation charge (note 2a) - {4043 (1498) (8,134} - {8,736}
Net book amount at
31 December 2004 7,65 11,305 744 32,181 98,624 156,544

Constraction work in progress at cost includes interest capitalised of $198,000 (2004: §3,472,000)
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CAPRAL ALUMINIEM LIMITED

FOR THE YEAR ENDED 31 DECEMBER 2005

Intangible asseis

O THE CONSOLIDATED FINANCIAL STATEMENTS

Other
intellectaat
Copdwill propery Seftware Total
GROLP S0 SO S0 RGN
2085
Cost 83,208 15,687 17,594 il6,489
Accumulaled amorlisation
and impairment (25156} (1,953} XT3 {12 4360}
81,152 13,734 8,953 §13, 839
2064
Cost 4,230 3,888 15,793 23,908
Accumulated amorlisation
and impairment (2,054} (1,351} (50123 (2,319}
2174 2,534 & BE1 14,589
PARENT
2005
Cost 4,230 3687 17440 27,3537
Accumulated amorlisation
and impairment (2,054} {1803} (80641 {12 5060}
2174 3,884 BTUG 14 857
20805
Cost 4,230 3,888 §5.030 23,754
Accumulaled amorlisation
and impairment (2,054} (1,351} (50123 (2,319}
2174 2,534 9727 14,435

Trdangibes acquired in 2008 comprised goodwil] and other intetectual property as detaifed in note 42,

Additions to software during the year amoumed 1o 51,801 432 {2004 £150.000}

Additioms ko other inlellectaal excluding business acquistions during the year amounted to $1,802 272 (2004 nil}

Amortisation expense refalmg to imangible assets is set out in note 2{2).
There were no disposals of intaneible assets during 2003 or 2004

Cennsodickeived Porant ity
2015 2434 2015 26044
SO0 S} SO0 LAGE]

Deferred fax assets
Defirred tax asset 364 R - -
The deferred tax asset relates 1o provisions and aceruals recogmised in the profie and loss.
Correat Habilities - Payables
Trade creditors 86,554 52267 394623 52,030
Other creditors 499 3312 3 ETE 3302

91,473 57579 72 734 57,342
Corrent Habilities - Inferest beariag liabilities
Linseeured foans:
FRank overdrafls {note 407 7349 T 54697 T
Trade Bl - G9.231 - G9.231
Fank bill pavable (nole 293 59,033 143,043 39033 143,043
Fank long term funding Faciity {note 29} 14,608 Q063 HIZEAE Q063
Mon-trade delds owing do condrodled endities - - 73 585 #1333
MNon-trade debés owing o associated entities 1,960 - 1,560 -
Oither foans 48 48 48 48

78,390 35332 F443,723 G BRS
Corrent Habilities - Provisions
Fmplover entitlements fnote 383 4,724 A0 2247 2801
Noa-Current Liabilities - Erterest bearing Habilities
Linsecured foans:
Fank Tong term funding Faciity note 29} 26,4400 34 867 29 4600 34 867

Nog-earrent liabilities - Beferred tax liabiliges

Defirred tax fability 624 69

The deforred wex Hability relates {o S406,000 (2004 3319000 retirement bepefits recognised in the profil and joss

and 321800 (2004 5230 0007 retirement benefits recognised through reserves,
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(Cempsedichfoed Perent eniity
$000 K006 S0 hAEY
23 Non-currest liabiities - Provisions
Emploves entitlements {note 38) 623 57 300 370
Mike pond on leased assets 1.352 Q46 1,352 Gda
1,975 1,516 i,842 1,316
24 Non-current lizbilities - deferred fneome
Dheferred government granis 1.3485 - §,395 -
25 Contribsted Equity Parent entity Perent eniity
205 2604 245 204
Shares Shares
R KEH] SO0 pANEY
{a) Share Capital
Ordinary shares: Fulby paid jhd 631 47 315 208 562 140 583
{1y Movements in ardinary share capitad
Bhate Details Noies Number of Tssse
Shares Price RALE]
January-05 Batance a beginning of year W7 514. 740 140 583
April-ia Fiuhis (ssue HE) Fe 463,323 &1.76 33088
Rights Issue transaction costs H3 {525}
Jure-f15 Emplovee share scheme repayment 749
Judy-G3 Employes share scheme repayment 38 3831
October-05 Fiuhis (ssue Hay) 77852 462 8156 FT6H,7759
Rishts issue transaction costy Hay) (3.673}
December-035 Babance #l end of year jhd 631,036 298 562
(e} Ordinary shares
Ordinary shares entitle the hoider 1o parlicipate In dividends and the proceeds on winding up of the company in
proporticn to the number of and amounts paid on the shares held. On a show of hands every holder of ordinary
shares present ab & meeting, i person of by proxy, 15 entitbed (0 one vote, and spon 2 polt each share 1s entifled (o
one vole
(4} Share Issue
Rights Issue
Dhring Getober 2005 Capral completed the issee of 77, 852,962 ordinary shares a1 $1.50 per share,
consideration Mom the rights issue was $1 16,779,443 Fransaction costs incerred in respeet
of the placement totatied $3,673 482 and was deducted from the ordinary sharehoiders equity.
(e} Share kssue
Rights Issue
Dhring Apsil 2005 Capral completed the issue of 19,463,325 ordinary shares at $1.70 per share,
consideration Fom the rights issie was $33.087 652, Transaction costs incwrred in respect
of the placement totabied $924,534 and was deducted from the ordinary shareholders equity.
Emplayee Share Scheme
During the year the company received $3,710.000 in settiement of foans made o emplovees
Loy pureiase shares under the emplovee share scheme.
(Cempsedichfoed Perent eniity
26 Reserves and secumulated losses 20605 200 s 2004
$000 K006 S0 S000
Asset revaluation reserve F 462 6,645 4,852 T35
Eoreipn currency ranslation reserve 1434 T - -
Actuarial gains on retiremen benefit fund 434 508 - -
£330 7854 4,852 7035
Accumulated losses {47.943) (544 (89,035 {35,090
{41,653} 731 (84,1873 (28055
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Reserves and retained profits (continued)
Movements in reserves were:

Asset revaluation reserve

Balance at beginning of year

Revaluation {decrements) / increments

Transfer (¢ distributable profits due (o realisation

Balance at end of year

Foreign currency translation reserve

Balance at beginning of year

Carrency transiation differences arising on translation
of overseas subsidiarics and associate during vear

Balance at end of year

Actuarial gains/{losses) on retirement benefit fund
Balance at beginning of year
Arising on actaarial reviews, net of income tax

Balance at end of year

Reifained profits

Balance at beginning of year

Net loss atiributable to members of
Capral Aluminium Limited

Asset revaluation reserves realised
Dividends provided for or paid

Balance at end of year
Dividends

Ordinary shares

Nil (2004: 2 cents per share special fully franked at 3096}

Franked Dividends

Franking credits available for subsequent financial
years based on a tax rate of 30% (2004 - 30%)}

Earnings per share

Basic toss per share

There are no existing sceurities with potential to dilte futore carnings. The weighled average number of

ordinary shares on issue nsed in the caleulation of basic earings per share was 125,523,177 (2004: 89,337.9711.

38

Consolidated Perent entity
2003 2004 2005 2004
S04 000 $0040 000
6,645 8,147 7,035 6,151
(659) 451 (659) 884
(1,524) {1,913} {1,524} -
4,462 6,645 4,852 7.035
i - - -
733 7401 - -
1,434 7401 - -
508 - - -
(74} 508 - -
434 508 - -
(544} 72,530 {35,050} 44,149
(48,963} (73.365) (55.473) (77.617)
1,524 1,913 1,524 -
. (1,622) - (1,622)
(47,9833 {544} {859,039 (35,090)
- 1,622 - 1,622
- 1,622 - 1,622
27,145 27,105 27,105 27,145
Cents per Share
{39.40¢) {81.5¢)



CAPRAL ALEMINIUM LIMHTED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005

Consolidated Parent entity
2043 2004 2005 2804
$604 SO0 0600 $iH
29 Standby arrangements and eredif facilities
Litihiged 146,749 61,242 105,097 61,242
Unutilised 43,751 31,347 45,463 31347
Total available freitities 136,506 112,789 1303,540} 112,78¢

[¥etails of the principsl facilities are:

{4} The parent entity continues to utilise a bill aceeptance / discount facility. On 31 Qctober 2003, the amount of the
factlity increased to $80 million from $35 million. The unsecured bill scceptance/discount facility may be dravwn at
any time. At balance date the total amount drawn down on the bill acceptance/discount facility was $59.033 million
afler offsetiing borrowing costs, at an aversge interest rate of 5.85%.

(b} The parent entity continues to utilise a $4 million {rade losn facility with Hermes, which is being administered
by the Australia and New Zealand Bank {ANZ}. At 31 December 2005, Capral Aluminium Limited had drawn down
$3.8 million of this facility at an interest rate of 6.4317%.

{c} In addition to the Hermes facility, 8 trade loan fheility with SACE is also being adminisiered
by ANZ. At 31 December 2005, Capral Aluminium Limited had drawn down $35.6 million (2004: $49 million}
of the $49 million (2004: $49 million) facility at an interest rate of 6.68%.

{d} The Group has an Overdrafl facility with ANZ of $15 million {2004: $10 million) of which $7 million
{2004 $7 million) was utilised at the end of the vear. Average interest rate applicable of 6.8%.

{2} The parent entity has an Asset Finance Revolving fucility with ANZ of §2 million (2004: nil) which was
not utitised (2004 nil) at the end of the year.

ANZ has the right to terminate or alter the terms of its facility agreements at any time should the company fail o
comply with specific covenants, mainly financial ratio and information undertakings.

30 Commitments for expenditare - capital
Commitments for the acquisition of plant and
squipment contracted for at the reporting date but
nod recogiised as Habilities payable:
Within one year 946 2,727 G687 2,727

3

-

Commitments for expenditare - operating lease
Commitments for minimum lease payments in refation to
non-cancellable operating leases are payable as follows:

Within one year 14,938 9,962 14,938 8,962
Later than one year but not fater than five vears 36,337 27,657 36,337 27,657
Later than five years 80,877 86,263 860,877 86,263

132,152 123,882 132,132 123,882

32 Commitments for expenditare - other
Operating expenditure commitments, primarily
ahuminium billet*, not provided for in the
sccous amounted to:

Within one year 158,190 146,282 133,661 146,282
Later than one year but not fater than five vears 133,225 268,678 129,733 268,678
Later than five years 3.2 3,600 3,246 3,600

294,655 418,560 286,634 418,360

* Contracts for billet are based on the LM price prevailing at the thne of purchase.
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33 Superannuation commitments
During the year the consolidated entity operated one (2004: one) superannuation plan providing defined benefits
on disability, death or retirement. Employees contribute at various percentages of their wages or salaries
whilst companies within the consolidated entity contribute in accordance with recommendations made by actuaries.

The directors believe that at balance date, the assets of the Capral New Zealand plan were sufficient to satisfy
all benefits which would have been vested under the plan in the event of its termination or in the event of the
voluntary or compulsory termination of employment of each employee. Details of the plan at the date of the last
actuarial assessment as stated, are as follows:

Consolidated Parent entity
2005 2004 2005 2004
3000 £000 3000 3000
{a) Balance sheet amoun{s
Fair value of defined benefit plan assets 14,0840 14,149 -
Present value of defined benehit obligation (8,813} (8,793} -
1,267 1,316 -

Net asset before adjustment for contributions tax 1,267 1,316 -
Adjustment for coniributions tax 624 647 -
Net asset in the balance sheet 1,891 1,963 -
{b} Categories of plan assets
The major categories of plan assets are as follows:
Cash 4 4 -
Equity instuments 4,848 4,987 -
Diebt insfruments 3,228 3,118 -

14,080 14,189 -
{¢) Reconciliations
Reconciliation of the present value
of the defined benefit obligation, which
is fully funded:
Balance af beginming of year 8,793 8,712 -
Current service cost 67 146 -
Interest cost 174 339 -
Actuarial gains and losses 31 (155} -
Benefits paid (364} (741} -
Exchange variation 168 472 -
Balance af end of year 8,813 8,793 -
Reconciliation of the fair value of plan assets:
Balance af beginming of year 14,169 9,444 -
Expected return on plan assets 288 332 -
Benefits paid (360} (741} -
Actuarial gains and losses (31} 353 E
Exchange variation 74 521 -
Balance af end of year 14,480 14,149 -
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Lonsolidaied Pearent enlity
2605 2004 2045 2604
SG00 $OGG 060 SG00
33 Superannuation commitments (continued)
{dy Ameunts recognised in income statement
Current service cost (146) {67y -
{nterest cost {350 {174} -
Expected return on plan agsets 331 272 -
Net actuarial losses {gains} recognised in vear 26 31 -
Withholding tax 13 15 -
Total included in emplovee benefis expense 39 46 -
{e) Amounts recognised in actuarial gains reserve
Actuarial gains/(fosses) recognised In year 308 {74}y -
Withholding tax 250 {36} -
758 {1183 -
{f) Amounts recognised in forcign eurrency translation
reserve
Actuarial gains/{fosses) recognised In year 71 {10} -
{g) Principal actuarial assumptions
The principal actuarial assumptions used (expressed as weighted averages) were as follows:
Consolidated

2605 2064
Salary increase rate 4.0% 4.0%
Expected return of plan assets 5.5% 5.5%
Salary increase rate 3.5% 3.5%

{hy Employer contributions

{n accordance with the Trustee and Actuary's recommendation, no contributions were made in 2003 nor are
arry contributions anticipated for 2006, Actuarial assessiments are made at no more than three vearly
intervals and the fast such assessment was made at 31 March 2003,

(i) Net financial position of the plan

I accordance with AAS 23 Financial Reporting by Superannuation Plans the plan's set financial position

is determined ag the difference between the present value of the accrued benefits and the net market value

of plan assets. This kas been determined as at the date of the most recent financial report of the superannuation
fund (31 March 2003}, and a surplus of $1,891,000 was reported.

{j)y Historic summary 2005 2004
SG00 $OGG
Defined benfit plan obligation {7.487) {7,549
Plan assets 10,717 10,772
Surplus 3,230 3.223
Experience adjustments arising on plan labilities 62 6f
Experience adiustments arising on plan assets {35) {45}
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34 Financial instraments
{a) Derivative instraments

Forward exchange contracts
The settlement dates and doblar amounts 10 be sold or purchased on oulstanding contracts af balance date were!

Consolidated Porent entity
S060 66 $400 000
Contracts to purchase foreign exchanpe:
United States doblars within 6 months - 1,059 - 1.55%
Furos within 6 months - {.472 - 1.472
- 2,531 - 2,531

Trade secounts receivable and payvable af beleoce date include appregate net payables of Consolidated
$344,700 (2004: net recervables $927,113) Company $344.700 (20041 net receivables $927,115) In respect of
sales and purchases due in foreign currencics.

Merd contracts
The contract doflar amounts and tomes 1o be sobd or purchased on outstanding metal contracts af balance date

were:
Pearent entity und Consolidated

Tomnes Tonnes OO0 S0040
Contracts to sell aluminiom:
Adumintum bitler - - - -
Contruets 10 buy aluminiem:
Aduminium bitler - 774 - 1,845

Trterest rate Swaps

The group has entered into Interest rate swaps which it is obliged o receive inferest at varinble rates snd to
pay inferest at fixed rates. The fixed interest rare s 5.35%, and the variable rates range from 6.3 1% 10 6.68%
At 31 December 2003 the notional principal smounts outstanding totalled $39.4 million 2004: $41 mitlion)
maturing within 12 months.
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34 Vinaneisl insiroments (cont'd)
{a)  Berivative instroments(cont'd)
Cranins and fosses

Amouds receivable and pavable om inferest rate swaps, open foreign exchange contracts and
metal confracts are included i other debiors and other creditors as appropriate..

The followmng gains, losses and costs have been deferred at 31 Decernber 2003

Pareat entity and Consolidared

2005 2004
§000 000

Linrealised pams - 31

Eiarealised tosses - {97}

Costs of eontracty - {07}

Med Giams and costs - {133}

{b) loferest rafe risk
Exposures arise predominantly from assets and liabilities bearing variable inferest rates.
Exposure i mterest raie risk and the ¢ ffective interest rate on financial mstruments al balance date were:

Flaating 1yearortess Overlcos Non-inierest Total
P IH S interest rafe years bearing
K606 006G S iG] iG]

Financial Assefs
Cash 1451 - - - 3451
Receivables - - 89,100 £, 104}
Total fnancial asseds 3.451 - 890 92 551
Weighted average iterest rate 5.45%
Financial liabilities
Bank overdrafts and loans 7.34G - - 7,349
Bilis payabie 34,0033 - - - 59,033
Ciilter joans 41,360 - - 48 41,408
Trade and other creditors - - - PERAIH 9% 8(H
Interest rate swaps {34 4001 39 400 - -
Tenat fnancial liabihities 68,342 39,400 - 0% 849 59
Weighted average interest raie 6.87% 5.35% - -
Net finaneeal liabiibies (64,8513 (39,460 {9,749} {114,040
206064
Finaneisk Assets
Cash 1,388 - - 1,388
Recervabies - - 52,652 62,652
Total fnancial asseds |,388 - 62652 G4 40
Weighted average interest rate 5.45%
Financial liabilities
Bank overdralty and loans TG - - - VALY
Trade Bl 8231 - - - 92131
Bilis payvabie L6006 - - - 10,00
Crher joans 43,930 - - 4% 43,978
Trade and other creditorg - - - 61,806 1,896
Interest rate swaps (41,0000 36,000 4 41 - -
Tonat fnancial liabihities 28,171 36,900 4,100 61,944 132,115
Weighted average interest rate 6.31% 5.35% 535%
Net finaneial {habilitiesVassets (27.783) (36,900 {4,100} IR {68,075}
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34 Financial instrements {cont'd)
{b} Interest rate risk (cont'd)

Reconciliation of net financial assets / (labilities) 1o net assets Consolidated
2003 2004
SO0 30
Net financial liabilities as above £114.644) {68.075)
Non-financial assets and liabilities
laventories 87,983 43,461
Prepaviments and deferred charges 4,639 4,620
Investments 12,273 10,363
Property, plant and equipment 161,345 {501,350
Intangibles 103,836 14,589
Pension surplus 1,891 1,963
{Oher assets 369 205
Provisions and deferred income {1,390 {369Y
256,909 156,893

Trade debtors and creditors are reflected in the financial statements at the historical cost as they are
short termt in nature and are subject (0 normal trading terms and conditons.

{¢) Net fair values
The net falr value of cash and cash equivalents and non-interest bearing monetary financial assets
and financial labilities of the consolidated entity approximates thelr carrving amounts.

The net falr value of other monetary financial assets and financial fiabilities is based upon market
prices where a market exists or by discounting the expected future cash flows by the current interest
rates for assets and Habilities with similar eigk profiles.

{d) Credit risk
The eredit risk on financial assets of the consolidated entity which have been recognised on the statement of
financial position, other than investments in shares, Is generally the carrving amount, net of any provisions for
doubtful debis.

The consolidated entity does not have any significant exposure 10 any individual customer or counterparly.
Muajor concentrations of credit risk are in the construction, transport, consumer durable and electrical
industries principally in Australagia.

{ey Price risk
To the extent that price variations are not able 10 be passed on 10 end users, the consolidated entity is exposed to
movements in the price of aluminium in respect of sales of aluminium. Generally the consolidated entity does not
enter into forward purchase or sale agreements to hedge these exposures. From time o time, the
consclidated entity will enter Into a commaodity derivative 10 specifically hedge the sale of aluminium where a
fixed price has been agreed with the customer. Amounts which have been hedged at the end of the year are
disclosed in {a) above.

35 Contingent liabilities
Claims and possible claims, indeterminable in amount, have arisen in the ordinary course of business against
entities in the consolidated entity. Based on legal advice obtained, the divectors of the company believe that any

resulting Hability will not materiably affect the financial position of the consolidated entity.

The company's bankers have granted guarantiees in respect of rental obligations on lease commitments.
These guarantees total $5,952,150.

Grants received of $2 million from the Queensland government are subject t compliance with certain
performance criteria, and may be subject {o repayment.
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346  Director and executive disclosures

Dretails of the remuneration of each director of Capral Aluminium Limited and each of the specified executives
of the consolidated entity are set out in the Remuneration Report on pages 11 to 13 of the Directors Report.

37 Remauneration of auditors

During the year the auditor of the parent entity and its related
practices earned the following remuneration:

PricewaterhouseCoopers - Australian firm

Audit or review of financial reports of the entity or any entity
in the consolidated entity

Other sudit-related work

(tther assurance services - [FRS

Total audit and other assurance services

Advisory services
Taxation

Total remuneration

Reiated practices of PricewaterhouseCoopers - Australian firm

{including overseas PricewaterhouseCoopers firm)

Taxation
Total remuneration

Consoliduted Parent entity
2005 2004 2005 2004

% % % %
486,439 315,000 332,789 315,000
- 2,160 - 2,100
62,211 7,500 62,211 7,500
548,650 324,600 395,000 324,600
“ 2,750 - 2,750
80,795 109,569 80,795 169,569
629,445 436,919 475,795 436,919
6,050 4,677 - -
6,050 4,677 - -

[t is the Group's policy to employ PricewaterhouseCoopers on assignments additional to their statutory duties
where PricewaterhouseCoopers' expertise and experience with the consolidated entity are important. These

assignments are principally tax advice and due difigence reporting on acquisitions, or where
PricewaterhouseCoopers is awarded assignments on a competitive basis. it is the Group's policy to seek tenders

for all major consulting projects.
38 Employee entitlement liabilities

Provision for employee entitlements
Current {note 18, 20)
Non-current {note 23}

Aggregate employee entitlement liability

Employee numbers
Number of employees as at 31 December 2003

Consolidated Parent entity

2005 2004 2005 2004

$000 $600 $300 $000
G643 8,113 3,378 8,113
623 Ryt 490G 370
10,266 8,683 3,868 8,683

Number Number

1,096 779 752 779
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38 Employee enfitlement liabilities (cont'd)
Capral aluminiutn employee share plan
Eligible employees as determined by the Board may participate in the Plan, currently one employee
is eligible. Under the Plan monies are advanced to the participants to enable them 1o acquire ordinary
shares of the parent company at a price determined by the Board. No interest or other charges shall
be payable unless otherwise determined by the Board. During the vear no interest was charged.
Participants are required to pay the net amount of dividends received on the shaves (after allowing
for income tax) as repayment of the loan. On termination of employment the participant is required
to repay the loan within 7 days following the repayment date, unless otherwise determined by
the Board. The amount advanced under the scheme during the year amounted was nil {2004 nil).
The number of shares purchased under the plan by eligible employees during the corrent year is
zero {2004 zero).

Al 31 Decermber 2005, loans outstanding, which have been deducted from share capital amounting to
$1,495,061 (2004: $6,863,348) and 700,000 shares. During the yvear repayments of 83,710,000 {2064: nil)
have been added to share capital.

Other share based payments

Under the contract with Robin Freeman the company has granted to him for no cash consideration

1,200,000 share rights which may give rise to the issue to him of ordinary shares. Any shares issued to

Mr Freeman will be purchased on-market. 400,000 of these share rights will be tested for vesting on each of
306 November 2007, 30 November 2008 and 31 July 2009. The contract includes vesting hurdles which require
the company's total shareholder retum to meet or exceed certain thresholds. The right 10 receive the shares has
been valued at $0.74 per share right based on the share price at the date of the contract discounted to give
recognition to the vesting hurdles. The charge to profit Tor the period in respect of the corrent year is

$97,000 (2004: nil).

39 Events occuring affer reporting date

No events have occurred after balance date that require additional disclosure.
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Cash flow note

(1} For the purpose of this statement cash comprises short term deposits and investments, and cash at bank
and on hand net of bank overdrafis. At the end of the vear items in the balance sheet comprising cash
were as follows:

Consoliduied Parent entity
2005 2004 2065 2004
$0600 $000 006 006

Cash at bank and in hand {note 6} 3,451 1,388 156 285
Bank overdrafts {note 19} {7,349 {7,010} (3,697) {7,010}

{3,898) {5,622} (5,541) {6,725)

{ii} Reconciliation of loss after income fax to

net cash outflow from operating activities
Loss afier income tax {48,963 (73.365) {53,473) {(77,617)
Depreciation and amortisation {5,982 11,945 14,961 11,917
Impairment of fixed assets . 3,459 - 5,459
Provision for doubtful trade debts 625 550 625 330
Gain on sale of business - 533 - 335
(ain on sale of property, plant and equipment (393) {165} (393) (165)
Gain on foreign currency loan transactions - - (128) (422)
Change in assets and Habilities:
Decrease in income tax payable - - - -
Decrease / {Increase) in net deferred taxes (109) 25,012 " 24,933
Decrease/( Increase) in current regeivables {36,583) 4,034 (2,727) 6,769
Decrease/( Increase) in inventories {17,393 4,671 {18,130) 4,643
Decrease/( Increase} in prepayments and deferred charges 401 {615} 2,156 (615
Decrease/(Increase) in non current receivables 124 {139} 124 (139)
{Decrease)/ Increase in frade creditors 34,497 3,498 5,392 4,450
{Decrease)/ Increase in employee entitlement provisions {3,220 {1,364) (614) {1,377
Increases{ Decrease} in other non current provisions (459) {267 326 -
Increased Decrease} in non current deferred income 1,395 - 1,395 -
Met cash outflow from operating activities {54,006) (20,191} {32,486) {21,039)

{iil) Details of finance facilities are included in Note 29 to the financial statements.

Nean-cash financing and investing activities

There were no non-cash finance and investing acfivities during 26035 or 2004.
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Business combinations
{#) Sammary of acquisition

Cynn 31 Ogtober 2005 Aluminiurn Extrosion and Distribution Fiy Limited {formeriy Kibe Engrprises Pty Lid), a wholly
owned entity, acquired an aluminium extrasion and disteibution business from Crane Enfietd Metals Pty Limited.

The acquired businesses contributed sales revenues of $31,699 276 and net profit of $ELES2, 10 to the Oroup for the
period o 1 November 2005 to 31 December 2005, The revenues and net profits of the Group had the acquistion
oecurred at the start of the yvear has not been presented ag the acquiree had insofficient detatled and reliable
information available.

Pretals of the provigional fair value of the assets and habilities acquired are as follows:

SHHY
Purchase consideration:
Cagh paid 124 400
Prrect costs relating (o the acouisition 4547
129336
Provisiomal far value of net identifiable agsets acquired 378
Ciondwill 7878
{b) Purchase eonsiderafion
Cansolidated Parent enfify
205 204 205 2004
SO0} SO0} SO0} SO0

Cash congideration 129 356 - -

Al the date of Hus financial report ne additional payments are anticipated.
{r} Asseis and liabilities acqaired

The business acquired 15 considered to be a separate cash generating unit. The recoverable amount of the
cagh generating unit inciuding the provisional amounnt of soodwil] noted above hag been estimated using
fair vabues less eosts to sell based on the price pard to the vendor at 31 October 2005 having assessed

that there were no issues ariging v the two months since acquisition that woald have raterially influenced
the purehase price paid. No imparment has been recorded.

The assets and Habilities arising from the acquisition are:

Provigional

Fair

vajue

SO0
Fraventories 27,129
Prepayments 4
Property, plant and ¢guipment i7,950
tntangihle assets: rademarks §.000
tntangihle assets: designs 5,000
Intangible assees: patents 4,000
Accrued expenses {9y
Provision for empioyee benefity {5,196}
5,378

The careving amounss of assets and Habiities immedingely before te combination have not been presensed ag w18
inpraciible o do 50 since the acquiree had msuificent detailed financial nformation avaiiable.

The goodwilt is alirthotable to the profiabdity of the busimess acquired and synergies expected to be realged after the

sroups acqisition of the acquired businesses. The far value of agsets and habilities acguired are based on discounted
cash flow models. No acquisition provisions were created.
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CAPRAL ALUMINIEM LIMITED

NOTES TO THE CONSOGLIDATED FINANCIAL STATEMENTS

FOR THE

AR ENDED 31 DECEMBER 045

Note 43, Explanation of transition to Aastralian equivalents to H'RSs

{1} Reconetlistion of eqaity reported ander previous Aastralian Generally Accepted Accounting
Principles (AGAAP) to equity under Aastralian equivalents to HFRSs (AIFRS)

{a) At the date of transition to AIFRS: 1 January 2064

Notes

ASKETS
Current assets

Cash and cash equivalents

Receivables 4 (b}

Inventories

Oher 4 (i)
Tatal current assets
Nou-current assets

Receivables e

Retirement beaefit asset 4idy

Investments accounted for using the equity method
Investments

Property, plant and cquipment Hed
Intangible assets

Dieferred tax assets

Total non-carrent assefs

Total assets

LIABILITIES

Current libilities
Pavables 4 ()
Financial Habilitics 4 (b}

Current tax Habilities
Interest bearing labilities
Provisions

Taotal current liabilities

Non-carrent Habilities

Dieferred tax labititles 4 {k}
Interest bearing labilities 4 {j}
Provisions 4 (g}

Teotal non-carrent Habifities

Taotal liabilities

Net assefs

EQUITY

Contributed equity 4 (e}
Reserves Ha)
Retained profits 44

Total equity

CONSOLIDATED PARENT
Effect of Effect of
Previous  transition to Previous fransition to

AGAAP AIFRS AIFRS AGAAP AIFRS AIFRS

bR L] SO0 ST S100 ST S006
2646 - 2646 1.434 - {436
a1 68T 11,540 13227 61,543 11,540 73,083
48132 - 48 132 48 104 - 48,104
45313 {387) 3,926 4315 {3873 14926
116,778 11,153 127 931 {15396 11,6353 126,344
T4TR {6.863) 63 TATR {6,863} a3

“ 1,045 1005 - - -
BR324 - 8321 3,439 - 5439
“ - - 32,183 32,183
130,624 {2.319) 137605 £39 463 {2319 137146
378 - 51 3781 - 3781
31024 358 31382 30,746 - 30740
192 528 {7.329) 184 999 221086 (G182 281,904
309 306 3.624 32 954 136,482 1,971 338453
34274 {238) 34,016 33814 {238} 33,556
- 11,540 11,540 - 11,5440 11,540
Hik:£3: - 10,881 AR {126 - 68,026
3 636 - 3,656 3.636 - 16356
[ %3] 1282 81093 {23 496 11,282 136,778
3474 2677 £ 148 3471 2677 a 48
26638 {387 26,251 26,638 {387 26254
L HM 896 2 K0 837 806 £.733
312143 3.186 34399 31046 3186 34 132
106 624 14 468 P14 442 {36 442 14 468 176,914
205282 10 844) U8 438 P80 040 {12 407y 167 343
124 664 {6,863 1T R0 {24 664 {6863 117,804
{3,802 {5,695) 8107 §8IR {2671 6,151
THARI6 1,744 723530 46,548 {2 394 44 144
206G 282 10 844) FUR 438 80 040 {§1.939 168, HI
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CAPRAL ALUMEINIUM LIMITED

NOTES TO THE CONSGLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

Note 43, Explanation of transition to Australian equivalents to H'RSs

{b) At the emd of bast reporting period ander previous AGAAP: 31 Becember 2064

ASKETS
Curvent assets
Cash and cash equivalents
Receivables
Inventories
Oher

Taotal curreat assets

Nen-carrent assets
Receivables
Retirement benefit asset
Investments accounted for using the equity method
fnvestments
Property, plant and cquipment
Intangible assels
Deferred tax assets

Total non-carrent assefs

Total assets

LIABILITIES

Currvent lizbilities
Pavables
Financial Habilitics
Cugrent tax Habilities
Interest bearing labilities
Provisions

Taotal current liabilities
Non-carrent Habilities
Deferred tax labilitles

Interest bearing labilities
Provisions

Teotal non-carrent Habifities

Taotal liabilities

Net assefs

EQUITY
Contributed eguity
Reserves
Retained profits

Total equity

Nees

4 (h)

4 )

4{e}
4(dy
4¢f}

4

40, He)

46y
4 (h)

4 k)
44}
4 (g}

4 (e}
4fa}
40

Consolidated Parent
Effect of Effect of
Previous  transition to Previous  transition to
AGAAP AIFRS AIFRS AGAAP AIFRS AIFRS
S1006 SHE0 S100 SHE0 S100 ST
fA8% “ 1388 283 - 285
32,989 9234 62220 34 103 4231 63334
43 464 “ 43 461 43 461 - 43 461
4 928 {36023 4 626 4 928 {302 4 626
142 766 8,929 {11,695 102777 8429 708
A.963 {6,533} 432 6,963 {6,333) 432
- 1,943 1.563 “ R .
{1132 P54 303 3439 - 5,436
- “ - 32183 - 32,183
157329 {6 7R3} {30 344 {57329 {6,783y 1530544
14 589 {154} 14435 4 589 {£34} 14,435
205 - 215 - - -
189 240 {11338} £77 882 216,508 (13470 PAERITE)
2492 06 {2,428} I8G5TT 3282 {4.343) 314,739
37072 {1933 31376 37533 {193} 37342
- 923t 4231 - 4231 G231
26,124 - 26,121 87454 - 87434
2801 - 2 8 2 R - 2801
86,604 O 038 95732 147 TS G 03R 156 828
- 369 309 “ - -
35169 £302) 34 867 ERNE {302} 34 867
370 G946 1546 37 G446 1,516
357134 1,213 36,0952 35.73¢ fd4 36,383
122 433 f0 251 {32 684 {83,526 G 682 193,211
169,373 {12 6803 {36,803 135,733 £14.223) 21528
156 446 {6,863} £4G 583 156 446 {6.863) 149 383
{2974 ERES: 7854 G742 {2671 T35
{36 {7} {344} {3{1.405) {4.683) {33 004}
169 373 {12 68 {36,893 135,733 £14.22%) 124,528
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CAPRAL ALUMINIUM LIMITED

NOTES TO THE CONSGLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDEDR 31 DECEMBER 2005

Note 43. Explanasion of transi@ion to Anséralizn equivalents to IFRSs
{2) Reconcilistion of loss for €he vear ander previous AGAAP to loss meder Austealian equivalenss fo IFRSs (AIFRS)

{u) Reconcilistion of loss for ¢he year ended 31 December 2004

Consolidated Parent
Effect of Effect of
Previous  teansition to Previoas transifion feo
ALAADP AIFRS AIFRS AGAAP ALFRS AIFRS
Notes 5069 SO0 S'aie SHHe sroed S'aie
Reverue thom continuing operations 35T Y - 35709 336,690 - 356696
Cther Incotme 4 (i) 3,944 {2,763} 1,E81 3,799 (2,763} 136
Changes in inventories of finished goods and WIP {54663 - {5,406} (5438 - {5,438}
Raw materials and consumables nsed (246 68 - {240 B8 {239 987) “ (239 087
Employee benefits expense 4¢dy 4chy (960853 {25} (96, FHY {43.823) {635) {95 B8R}
Depreciation and amortisation expenses 41,46y {12.434) 130 (F1.5395) {12 384) 839 £11,54353
Borrowing costs expense (726} - {726) (4.206) - 42000
Share of net profits after tax from associates
accounted for using the equity method of accounting {6y F462 151 1.613 - - -
fmpairment 4{e} - {5,459} {3,459 B {5459 {5 454}
fense renial 4{z} {7,476} {36} {7.526) (7428} {50y {7478}
Cither expenses from ordinary activities dier 440 (43 818 3043 {40 7233 {43,945} 3,693 {401 G2}
Loss before income tix {43 36/ 4214 (47 574y {48 7660} (4403} {53 105
tncome kX expense 44k} 27,5491 i1 8y 25.7TH 26,571 (2119 24 452
Net loss atiribuoéable to members of Capral Aleminiam
Limited {051y {24143 {73,363) {73,331} (2286} {T76ETY
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CAPRAL ALUMINIUM LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2085

Note 43, Explanation of transition to Australian equivalents to IFRSs

(3) Reconciliation of cash flow statement for the year ended 31 December 2004

The adoption of AIFRSs has not resulted in any muterial adjustments to the cash flow statement.
(#4) Notes to the reconciliations

{(a) Foreign carrency transkation reserve: camalative transkation differences

The group hes elected to apply the exemption in AASE 1 First - ime Adoption of Australisn Equivalents to
International Finsncial Reporting Standards. The cumulative translation differences for all foreipn operations
vepresented in the foreign currency translation reserve are deemed 10 be zero at the date of transition to
AIFRSs. The effect is:

£1) At Jannary 2004
For the group the balance of $3,018,000 credit in the foreign curvency transition reserve 1s reduced to zevo.
Retained carnings is increased by this amount.

{2) At 31 December 2004
For the group the balance of $3,018,006 credit in the foreign curvency transition reserve is reduced 0 zero.
Retained camnings is increased by this amount.

£3) For the year ended 31 December 2044
There is no effect on the group.

(b Derccognition of financial assets

Pnder AASE 139 the group no longer derecognises financial assets where if has retained substantially
all the risks and rewards of ownership. The recourse nature of o trade bill facility utilised by the Group
hus meant that it no longer meets the derecognition eriteria. The effect is:

£1) At Jannary 2004
For the group there has been an increase in Receivables of $11,340,000 and an increase in Financial
linhitities of $1 1,540,060,

{2) At 31 December 20304
For the group there has been an increase in Receivables of $9,23 1,000 and an increase in Financial
linhitities of $9,23 1,004,

£3) For the year ended 31 December 2044
There is no effect on the grovp.

(¢} Impairment
A reeoverable amownt assessment has been undertaken on Caprals cash generating units using
a discount eate of 11%. This assesment was done at | January 2004 and also at 31 December 2004,

The effect of this is:

£1) At Jannary 2004
For the group there has been a deerease 1n plant and equipment of $2,319,008). Retained camings has
also decrensed by $2.319,6040.

{2) At 31 December 2004
For the group there has been a deerease in plant and equipment of $6,785,008) and a decresse in
intangible assets of $621,000. Retained samings has also decreased by $7,406,660.

£3) For the year ended 31 December 2044

For the group depreciation expense has decreased by $372,000 and Impairment expense
increased by 53,459,004
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CAPRAL ALUMINIUM LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2603

Note 43. Explanation of transition to Australian equivalents o IFRSs
{d) Retirement benefit assets

Capral Aluminium NZ Limited 1s the sponsor of a superannuation plan with a defined benefit oblipation.
Under previous AGAAP, cumulative gains and fosses on the defined benefit oblipation were not
recognised on the balance sheet. At the date of transition an asset I8 recognised in non-current assets

It is measured as the difference between the present value of the emplovee's accrued benefits at that date
and the net market value of the superansuation funds assets at that date. The effect of this is:

{13 At 1 January 2004
For the group there has been an increage of $1,098,000 in Retirement benefit asset. Retained earnings has
been ncreased by this amount.

(2% At 31 December 2004
Fot the group there has been an inerease of $1,963,000 in Retirement benetit asset and an increase in Retained
earnings by $1,.893,000. Foreipn currency translation reserve hag increased by $70,000.

{31 For the vear ended 31 December 2004
There has been a reduction in employee benefils expense 540,000,

{¢) Share based payments

Uinder AASR 2 Share-based Pavment from 1 Janvary 2004 the group is required to recognise an expense for

those shares that were issued o emplovees under the Capral Aluminium Share Scheme after 7 November 2002 but
that had not vested by 1 January 2003, Loans pranted o emplovees 10 acquire shres have been deducted from
share capital. Provisions previoushy raised against the loans have been reversed. The effect of this is:

{1y At 1 January 2004
For the group there has been a decrease in share capital of $6.863.000 and a corresponding decrease in
receivables.

{2y At 31 December 2004
For the group there has been a decrease in share capital of $6,863.000. Receivables has decreased by
$6.533,000 and retained earnings has increased by $330.000.

{31 For the vear ended 31 December 2004
For the group there has been a decrease in other expenses of $3340.000.

ify Business Combinations

Linder AASR 3, the group does not amortise goodwill acquired in business combinations. Instead,
goodwill is tested for impairment anoually, or more frequently I events or changes in circumstances
indicate that it might be impaired, and is carried at cost less accumulated Impairment losses.

The group has elected not 1o restate any of {5 previous acquisition.

The effect of this is:

{1y At 1 January 2004
There is no effect on the group.

(21 At 31 December 2004

For the group there has been an increase in Intangible agsets of $467,008 and a corresponding increase in
retained camings. There has also been an increase In lovestments accounted for using the equity method
of $1531,000 and a corresponding increase in Retained earnings.

{31 For the vear ended 31 December 2004
For the group, share of profits from associates has increased $15 1000 and amortisation decreased by $467.000.
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CAPRAL ALUMINIUM LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2605

Note 43. Explanation of transition to Australian equivalenfs to IFRSs

{g) Leases

lgnder previous AGAAP Capral did not recognise a liability for make-good on its leases unti! incurred. The adoption
of AIFRS has resulied in a change in accounting policy. Al the date of transition Capral has recognised a Hability
for the make-good on its leased assets.

The effect of this is:

{1) At 1 January 2604
For the group there has been an increase in provisions of $896,000 and a decrease in retained earnings
of $896,000.

{2) At 31 December 2604
For the group there has been an increase in provisions of $946,000 and a decrease in retained earnings
of $946,000.

{£3) For the year ended 31 December 2004
For the group, lease expense has increased $50,000.

{h) Leave entitlements

Under previous AGAAP Capral recognised annual leave liabilities at the amounts expected (o be paid when the
liabilities were settled. Under AIFRS Capral has changed its policy on annual leave to include discounting the
future annual leave payments using market vields that mateh estimated future cash flows.

The effect of this is:

£1) At 1 January 2004
For the group there has been a decrease in payables of $258,000 and an increase in retained earnings
of $258,000.

{2) At 31 December 2004
For the group there has been a decrease in payables of $193,000 and an increase in retained earnings
of $193,000.

£3) For the year ended 31 December 2004
For the group, employee benefits expense has increased $65,000.

{i) Revenue

Under previous AGAAP Capral reported proceeds received from sale of property, plant & equipment and sale of
businesses as revenue. Under AIFRS these amounts have been offset against the corresponding expenses in

the income statement. The effect of this is:

{£1) For the year ended 31 December 2004
For the group, other income has reduced by $2,763,000 and other expenses have reduced $2,763,600.
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CAPRAL ALUMINIUM LIMITED

NOTES TO THE CONSOLIBDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 20663

Note 43. Explanation of transition to Australian eguaivalents to IFRSs

{j) Borrowing costs

Linder previous AGAAP Capral recopnised transaction costs on borrowings in current assets and amortised
them over the term of the loan on a straight Iine basis. Under AIFRS borrowings are measured at amortised
cost using the effective interest method. The effect of this is:

(1) At 1 Jangary 2004
For the group there has been a decrease in other assets of $387,000 and a decrease in interest bearing
liabilities of $387,000.

{2} AL 31 December 2004
For the group there has been a decrease in other assets of $302,000 and a decrease in interest bearing
liabilities of $302,000.

{k) Deferred fax liability

Linder previous AGAAP income tax expense was calculated by reference to the accounting profit
after allowing for permanent differences. Deferred 1ax was not recognised in relation to amounis
recognised direetly in equity. The adoption of AIFRS has resulted in a change in accounting policy.
The application of AASE 112 Income taxes has resulted in the recognition of deferred tax liabilitics
on revaluations of nongurrent assets. The effect of this is:

(1) At 1 Jangary 2004

For the group there has been an increase in deferred tax lisbilities of $2,677,000 and a decrease

of $2,677,000 in retained earnings.

{23 At 31 December 2004

Far the group there has been an increase in deferred tax labilities of $569,000 and a decrease
of $560.000 in refained carnings.

{33 For the year ended 31 December 2004

For the group, income ax expense has decreased $2,336,000.

{ly Retained earnings

The effect on retained carnings of the changes set out above are as follows:
CONSOLIDATED PARENT
1 January 31 December 1 January 31 December
2004 2604 2004 2004

Notes R 5000 $'000 $'000
Foreign currency translation reserve a 3,018 3,018 - -
Impairment I (2,319 {7,406} (2,319} {7,406)
Retirement benefi assels d 1,095 1,135 - -
Share-based payments e - 330 - 330
Goodwill f - 467 - 467
Equity accounted investments - goodwill f - 151 - -
Leases 2 {896} {946} (896} (946
Employee expenses h 258 193 258 193
Tax expense k 558 2,358 558 2,677
Total adiustment 1,714 {700} (2,399} (4,685}
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Directors' declaration

In the directors’ opinion:

{a) the financial statements and notes set out on pages 15 to 55 are in accordance with the Corporations
Act 2001, including:

(1} complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory
professional reporting reqnirements; and

(i) giving a true and fair view of the company’s and consolidated entity’s financial position as at
31 December 2005 and of their performance, as represented by the resuits of their operations and thesr
cash flows, for the financial year ended on that date; and

{b} there are reasonable grounds to believe that the company will be able to pay its debts as and when they
become due and payable; and

This declaration is made in accordance with a resolution of the directors, in conjunction with a declaration by the
chief execntive officer and chief financial officer, in accordance with Section 295A of the Corporations Act.

P.5 Arnall R Freeman
Chairman of Directors Managing Director
Sydney

21 February 2006
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PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers
ABN 52 780 433 757

Darting Park Tower 2

2031 Sussex Street

GPO BOX 2650

SYDNEY NSW 1171

DX 77 Sydney

Ausglratia

WWW. WG, COMmJaL
independent audit report to the members of Telephone +61 2 8266 0000
Facsimile +61 2 8266 9999

Capral Aluminium Limited

Matters relating to the electronic presentation of the audited financial report

This audit report relates to the financial report and remuneration disclosures of Capral Aluminium Limited (the
Company) and the Capral Alursinium Limited Group (defined below) for the financial year ended 31 December 2005
included on Capral Aluminium Limited’s web site. The Company’s directors are responsible for the integrity of the
Capral Aluminium Limniled web site. We have not been engaged o report on the integrity of this web site. The audit
report refers only to the financial report and remuneration disclosures identified betow. It does not provide an opinion on
any other information which may have been hypertinked to/from the financial report or the remuneration disclosures. 1f
users of this report are concerned with the inherent risks arising from electronic dats communications they are advised to
refer 1o the hard copy of the audited financial report and remuneration disclosures to confim the informatien included in
the audited financial report and remuneration disclosures presenied on this web site.

Audit opinion
in our opinion:

. the financial report of Caprat Aluminium Limited:

. gives a true and fair view, as required by the Corporations 4ot 2001 in Australia, of the financial pesition of
Capral Alumintum Limited and the Capral Aluminium Limited Group {defined below) as at 31 December
2003, and of their performance for the year ended on that date, and

L is presenied in accordance with the Corporations Act 2001, Aceounting Standards and other mandatory
financiul reporting requirements in Australia, and the Corporations Regulations 2000;and

2. the remunerations disclosures that are conlained in pagesthioi®of the directors’ report comply with Accounting
Standard AASB 124 Related Party Disclosures (AASB 124) and Class Order 06/50 issued by the Australian
Secunities and Investments Commission,

This opinion must be read in conjunction with the rest of our audit report.

Scope

The financial report, remunerations disclosures and directors® responsibiliey

The financial report comprises the balance sheet, income statement, cash flow statemnents, statement of recognised
income and expense, accompanying notes to the financial statements, and the directors’ declaration for both Capral
Aluminiuvm Limited {the company} and the Capral Aluminiom Limited Group (the conselidated entity), for the year
ended 31 December 2003, The consolidated entity comprises both the company and the entities it controlled during that
year.

The company has disclosed information about the remuneration of directors and executives {remuneration disclosures) as

required by AASB 124, under the heading “remuneration report” on pages W to Vof the directors’ report, as permitted by
Class Order 06/50.

Liabiity imited by a scheme approved under Professional Standards Legislation



The directors of the company are respensible for the preparation and true and fair presentation of the financial report in accordance with
the Corporarions Act 2001, This includes responsibility for the maintenance of adequate accounting records and internal controls that are
desipgned 1o prevent and detect fraud and error, and for the acceunting policies and accounting estimates inherent in the financial report.
The directors are also responsible for the remuneration disclosures contained in the directors’ report.

Aundit approach

We conducted an independent sudit in order (o express an opinion to the members of the company. Our audit was conducted in
accordance with Australian Acditing Standards, in order to provide reasonable assurance as to whether the financial report is free of
matertal misstatement and the remuneration disclosures comply with AASB 124 and Class Order 06/30. The nature of an audit is
influenced by factors such as the use of professional judgement, selective testing, the inherent Hmitations of intemal control, and the
availability of persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that all material misstatements have been
detecied. For funther explatation of an audit, visit owr websile g Zwww . pwe comdaud financislstatementaudit.

We performed procedures to assess whether in all material respects the financial report presents fairly, in accordance with the
Corporations Act 2001, Accounting Standards and other mandatory financial reporting requirements in Australia, & view which is
consistent with our understanding of the company’s and the consolidated entity’s financial position, and of their performance as
represented by the results of thetr operstions, changes in equily and cash flows. We also performed procedures 10 assess whether the
remuneration disclosures comply with AASB 124 and Class Order 06/50.

We formed our audit opinion on the basis of these procedures, which included:

L examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the financial report and
remuneration disclosures, and

. assessing the appropriateness of the accounting policies and diselosures used and the reasonableness of significant accounting
estimates made by the directors.

Our procedures include reading the other information in the Annual Report to determine whether it contains any material inconsistencies
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,

Our audit did not involve an analysis of the prudence of business decisions made by directors or management,

Independence

In conducting our audit, we followed applicable independence requirements of Australian professional ethical pronouncements and the
Corporations et 2001

nWNm&w«@g:s

PricewaterhouseCoopers

WEHB Seaton Sydney
Partner 21 Febmary 2006
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CAPRAL ALUMINIUM LIMITED
Key Statistics

Volume Finished - Capral (fonnes)

Revenue - Capral
Revenue - Crane
Revenue - Group

EBITDA
EBIT
NPAT

Operating Cashflow Inflow/{Cutflow)
Debt

Gearing

43,668

307,634
31,899
339,333

(27,398)
(43,380)
(48,963)

(54,008)
107,790
29.6%

52,930

357.919
0
357,918

(34,903)
(46,848)
(73,365)

(20,191)
60,988
28.0%

(9,262) 7%

(50,285) 14%
31,699
(18,586) 5%

7.505
3,468
24,402

(33,815)
46,802
1.6%
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CAPRAL ALUMINIUM LIMITED

2005 Full Year Result

Key reasons for the full year trading loss:

« Continued high production costs during the
commissioning phase at the new Bremer facility.

« Maintaining the production facilities at Eagle Farm
(extrusion) and Milperra (painting) during the Bremer
commissioning

» Loss of market share during the year

» Costs incurred to further restructure Capral’'s
operations.




CAPRAL ALUMINIUM LIMITED

Bremer Commissioning

* Bremer’'s commissioning continued during
2005:

Press 4 Start up Paint Line 2 Start up

Paint Line 1 Start up Warehouse Start up Press 1 Startup

Aug Sep| Oct Nov Dec Jan Feb Mar Apr May| Jun Jul Aug Sep Oct Nov Dec
2004

Anodising Startup
Press 3 Start up Press 2 Start up

AL oM



CAPRAL ALUMINIUM LIMITED

Bremer

The Bremer commissioning phase has been longer than
anticipated. The major reasons were:

» High proportion of new employees, inexperienced in
aluminium extrusion

» Shortcomings in plant operating and production scheduling
systems

» Production bottlenecks occurred - insufficient ageing
capacity for extruded metal was a particular issue

« Original expectations of the time to reach acceptable
performance were unrealistic




CAPRAL ALUMINIUM LIMITED

Loss of Sales and Market Share

Capral sales revenue, excluding the newly acquired Crane
| Aluminium business, was $50 million, or 14% lower than
| 2004, due to:

« Softening in some of our markets, particularly the
building sector

« Continued strong local and overseas competition

« Shortcomings in the service offer of the Bremer
facility during its commissioning, which affected
sales to major customers and the ability to
adequately stock Capral’s distribution businesses .




CAPRAL ALUMINIUM LIMITED

Restructuring

Restructuring costs were $6.2m:
« Closure of facilities at Eagle Farm and Milperra
« Redundancies due to new organisation structure.

« A strategic review leading to closure of the Micro
Multiport tubes (MMP) business at Yennora.

» No material restructuring costs are anticipated in 2006




CAPRAL ALUMINIUM LIMITED

Other Operations

« Canning Vale (WA)
- Very efficient plant
- High proportion of finished product
- Good management & experienced team
- Strong downstream presence
- Reliable service offer
- Profitable and making a good contribution
« Campbellfield (VIC)
- Soft manufacturing sector impacting volumes
- Increased productivity
- Lower conversion costs
- Further improvement required




CAPRAL ALUMINIUM LIMITED

Financial Position

Two rights issues raised $145 million
— Used to finance the completion of the facility at
Bremer and the purchase of the Crane Aluminium
businesses
New multi-option bank facility to replace existing trade
bill facilities
— Negotiated with a short term to provide greater
flexibility in future funding arrangements as the
business stabilises

Gearing (debt: debt & equity) is 29.6%
Working Capital : Sales ratio of 16.8%




CAPRAL ALUMINIUM LIMITED

Working Capital Management

— 2005 supply arrangements led to an
overstock in aluminium billet

— Newly negotiated supply agreements for raw
material have presented us with greater
flexibility in the volumes we purchase and
hold in stock

« Debtor days (at 31 Dec) were 67

— Opportunities to reduce through tighter
management of collections

* The level of Working Capital presentsa (@
significant opportunity to generate cdsii*in'the’




CAPRAL ALUMINIUM LIMITED

Crane Aluminium

+ Key facts

* Purchase price $124 million plus transaction costs of
$5m

« Trading results reported by Crane Group Limited:

June 2005 Year June 2004 Year

$m $m
Sales 225.9 219.9
EBITDA 17.9 22.9
EBITA 13.8 19.4

« Status
» Successfully completed end October 2005
« Trading Nov/Dec 2005 in line with expectations




CAPRAL ALUMINIUM LIMITED

Crane Aluminium

Crane Aluminium comprised 3 businesses:
» Crane Aluminium Extrusions

« Operations at Angaston, South Australia, and Penrith,
NSW

» Produced about 22,000 tonnes of aluminium extrusions
in 2005. Almost all of this production was for use in
the residential and commercial building market

» Crane Aluminium Systems

« Major distributor and marketer of custom designed
aluminium extrusions and components in Australia.

» These products are principally sold into the building
market.

» Smart Aluminium

» Leading stockist and distributor of standard aluminium
rolled and extruded products




CAPRAL ALUMINIUM LIMITED

Crane Aluminium

Strategic Rationale
» Good businesses, strong position in distribution

 Lifts market presence significantly, better positioned
to compete with imports

» Substantial synergies

« Complementary capabilities — business model,
facilities and people




CAPRAL ALUMINIUM LIMITED
Combined Capability

» 20 centres "
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CAPRAL ALUMINIUM LIMITED

Capral /Crane Combination

..... Merged business gets... Capral brings.....

Low cost

.__:._.State of the art manufacturmg
manufacturing S T

assets

High asset
utitisation

Customer service repu?atlo Strong customer

 and distribution brand .- service
recognition. proposition
T Distribution T T
" Distribution into smaller end of ™ depth and ~ - Range/capability to service - ™
“residential building and light - P “-commercial/ shopfrontand..
engineering markets coverage transport/ automotive
- Saleé énd marketing. know- B Functional
hc_;w and proven R&D excellence

‘capabilities
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CAPRAL ALUMINIUM LIMITED

Crane Synergy Opportunities

« Synergies and profit enhancements are expected to be
delivered through:

— Manufacturing economies of scale
— Consolidation of warehousing and freight
— Procurement scale

— Overhead reduction

— Common business systems

« Synergies of more than $10m p.a expected by 2008




CAPRAL ALUMINIUM LIMITED

Funding for Crane Aluminium and Next 12 Months

Equity issue
- 2 for 3 renounceable rights issue at $1.50
- Underwritten by GPG
- Raised $113m (net of 3% underwriting fee)

Larger debt facility through ANZ bank
- Unsecured facility of $80m, maturing end November 2006

Funding covers purchase price, acquisition costs and
other anticipated cash outgoings for 2006




CAPRAL ALUMINIUM LIMITED

Strategic Direction

» Capral’'s market leadership has been eroded by:
— an increased presence of imported products
— our own shortcomings — mainly service and quality issues.
+ We are confident that this trend can be reversed through
the execution of a sound strategy:
— Bremer operating at competitive levels

— Improving customer service — and regaining credibility in
the market

— Recovery of Capral’s distribution and architectural systems
businesses

— Realisation of synergies from the combination of Capral
and Crane Aluminium

— Leveraging the skills and experience of our people to
maximum benefit

— Tight financial control




CAPRAL ALUMINIUM LIMITED

»

Safety

During 2005, in the combined Capral and Crane Aluminium
businesses, 118 people were injured and required medical
treatment.

We are committed to improve performance in 2006 — with a
targeted 25% reduction in injury rates. The plans to drive this
change are:

— Leadership : passionate and competent leaders working at the
right level

— People : engaged people demonstrating safe behaviours
everyday

— Risk reduction : a systematic approach to reducing high risk with
clear Capral standards

Good safety management translates to good business
management and we expect to achieve business
improvements as a result of a renewed focus on safety
leadership.




CAPRAL ALUMINIUM LIMITED

Bremer output

Capacity constraints have been and are being progressively
resolved, for example ageing ovens.

« Management capability and operator experience are
substantially improved

« Significant opportunity still exists to improve performance, by:
— running the plant faster
— reducing maintenance stoppages
— reducing production downtime
— eliminating double handling in packing
— improving die management
— fixing and enhancing operating systems

* Production output rates, delivery performance and product
guality are all improving




CAPRAL ALUMINIUM LIMITED

Bremer output

* Improved Bremer performance enabled the closure of
Eagle Farm and Milperra

» There is still significant unused capacity

AL oM



CAPRAL ALUMINIUM LIMITED

Recovery of the Distribution Business

 Initiatives are in place to reinvigorate Capral's
Distribution Businesses and recover market share,
Including:

clear separation of distribution from manufacturing businesses

the launch of a newly designed suite of windows and doors, Genesis,
planned for March 2006

a program to revitalise our Trade Centre network

The acquisition of Crane Aluminium Systems and Smart Aluminium
greatly improve the strength of Capral’s distribution network. They are
focused on different market sectors from the existing Capral distribution
businesses and, together give much better market penetration and
coverage

AL oM




CAPRAL ALUMINIUM LIMITED

New Organisation Structure

Maraging Director
Fokin Fresman

The Crane acquisition and business restructure provided the
opportunity to strengthen the senior management team.

* A new organisation structure was introduced on 1 November 2005 to
provide significant improvements in controlling performance, with
Capral comprising 10 Businesses.

Exsoutivie General Manager
Logistics
ot Grégg

Exacutive General Marager
Sales & Mariating
Stefan Visniowsk

Exeoiutive Generat Manager
Manufactueing
Mariin Maszard

Chief Finencist Officer
Richard Steghenson

Ganaerat Manager
Hurnar: Rescurces
Ernera Pollad

AL oM




CAPRAL ALUMINIUM LIMITED

Market Outlook for 2006

+ Key Markets
— Domestic dwelling market flat to declining
— Commercial activity anticipated to grow strongly

— Government spending on infrastructure expected to
increase

— Estimated weighted average growth of 2%

« Metal

— Metal prices have been empirically high and are expected
to soften during the year




CAPRAL ALUMINIUM LIMITED

Metal Prices

— The cost of aluminium billet was 6% higher in 2005 than 2004

— In recent months, the price of metal has jumped dramatically,
moving from an average of A$2,400/tonne in September 2005 to
A%$3,172/tonne in January 2006

— We have moved quickly to implement price increases to recover
the increased cost of aluminium.
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CAPRAL ALUMINIUM LIMITED

Trading Outlook for 2006

Trading conditions in our major markets will continue to
be generally stable.

«  Competition will continue to be vigorous.

 Regardless of overall trading conditions, our
improvement plans will deliver better results.

»  QOur objective is to be in a position of generating cash
in the second half of 2006.




CAPRAL ALUMINIUM LIMITED

2006 Profit Improvements

Crane Aluminium full year contribution
«  Bremer Productivity and Output

«  Closure of Eagle Farm and Milperra

*  Volume growth in Capral’s distribution businesses
* No significant restructuring activity

« Early merger synergies

+ Reduced overheads
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2006 Cash Improvements

Reduced losses
Aluminium billet inventory
Improved receivables

Tight capital management




CAPRAL ALUMINIUM LIMITED
Earnings Summary

339,333

357,919

Revenueg from operations

EBITDA (27,398) (34,903) 7,505 22%
D&A (15,982) (11,945) (4,037) -34%
EBIT (43,380) (46,848) 3,468 7%
Interest Expense {5,360) {726} (4,634 -838%
(Loss) before Taxation (48,740) (47 574) (1,166) -2%
Taxatiors Expense/(Benefit) 223 25,781 25,568 958%
(Loss) after Taxation (48,983) (73,385) 24,402 33%
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CAPRAL ALUMINIUM LIMITED

Underlying Performance

EBIT

Significant non-operating items
Profit on sale of PPE
Restructuring

Impairment®

Underlying EBIT performance

* Impairment of Automotive & Paint line assets

(43,380) (48,848) 3,468 7%
(393) (709) 316 45%
6,162 20,041 (13,879) 69%

0 5,459 5,459 100%

(37,611) (22,057) (15,554) 71%
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CAPRAL ALUMINIUM LIMITED
EBIT comparison

Underlying EBIT 2004 (22,057
Underlying EBIT 2005 (37 611)
EBIT Variance {15,554)
Drivers

Volume (11,856)
Price Mix 824
Manufacturing Variances (Bremer) (12,773)
Overhead Reduction 6,023
Freight & Other 2,228
Total (15,554)
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CAPRAL ALUMINIUM LIMITED

Balance Sheet

Current assets 184,865 111,685 73170
Current labilities {(174,587) (95,732) (78,855)
10,278 15,983 (5,685)

Non-current assets 280,025 177.882 102,143
Non-current liabilities (33,394) (36,952} 3,558
246 631 140,930 145,701

Net assets 256,909 158,893 140.016
Debt 107,790 80,988 (46,802)

Debt to Debt + Equity 29.6% 28.0% -1.6%
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CAPRAL ALUMINIUM LIMITED
Cash Flow

Net Cash {Outflow) from Operating Activities {54,008} {20,191} {33,815)
Cash Flows from Investing Activities

Capital Expenditure £9,187) {32,174 29,987
Acquisition of Business Assets {129,358) G (129,356}
Proceeds from Sale of PPRE 3,168 3.452 (284}
Other items {3,6803) {150} {3,453
Net Cash {Outfliow) from Investing Activities £138.978) {35 872 {103,108)
Cash Flow from Financing Activities C
Proceeds/(Repayment) of Debt 43,753 20,935 22,818
Share Issue 145,269 31,782 113,487
Dividends Paid 0 {1,622} 1,622
Other items 5,670 835 4,735
Net Cash Inflow from Financing Activities 194,692 52,030 142 662
Net Cash Inflow/(Quiflow) 1,708 {4,033} 5,741
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CAPRAL ALUMINIUM LIMITED

Operating Working Capital Performance

Current Assets
Receivables
Inventories
Other Current Assets

Current Liabilities

Payables

Other Provisions

Operating Working Capital

Sales

WC to Sales

WC to Sales {Crane Annualised 2005)

88,792 62,220 (28,572)
87,983 43,461 (44,522)
4,639 4,626 (13)

0

(91.473) (57 579) 33,894
(4,724) (2.801) 1,923
85,217 49,027 (35,290}
339,333 357,919 (18.588)
25.1% 13.9% 11%
18.7% 13.9% -3%
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CAPRAL ALUMINIUM LIMITED

Adoption of AIFRS

The translation to the Australian equivalent to IFRS
caused the following change to retained earnings at 31
December 2004

Foreign currency translation reserve

Retirement benefit assets 1.1
Asset impairment (Milperra and Yennora) (7.4)
Tax expense 2.4
Other (items less than $1m) 0.2
Increase/(Decrease) in Retained Earnings (0.7)




