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leka Resources Limited

For the Halfoyear ended 30 June 2003
{Previous corresponding period: Half-year ended 30 June 2004)

Resulis for announcement to the market

$M™

Revenue
(Appendix 40 item 2.1} up 16.9% to 464.3
Profit / {loss) after tax attributable fo members
(Appendix 40 item 2.2} up 112.6% to 79.3
Profit / (1oss) for the period attributable to members
(Appendix 40 item 2.3} up 112.6% to 79.3
Dividends / distributions Amount per security {cents} Franked amount per security
(Appendix 40 item 2.4} {cents}
Interim dividend {Prior year} 104 8.7
Interim dividend (Current year) 16.0 9
Key Ratios 2005 2004

June June
Basic and diluted earnings per share (cents) 34.1 16.0
Operating cash flow per share {cents) R24 6156
I nterest cover {times) ™ 17.5 12.0
Return on equity (%63 (annualised) 17.6 9.7
Key Ratios 2005 2004

June December
Gearing (%) ** 338 320
Net tangible assets per share (35) 4904 378

* Interest cover = EBITD A/ Inferest and finance charges {rchabilitation, restoration and other
borrowings unwind is excluded from interest and finance charges and EBITDA for the purpose of this
catculation}

*# Gearing = net debt/(net debt+equity)



{laka Resourees Limited
For the Halfoyear ended 30 June 2003
{Previous corresponding period: Half-year ended 30 June 2004)

Results for anpouncement to the market

June 2805 Results Commentary

Synopsis

Profit after tax and minority interests for the six months ended June 2005 was §79.3 million, an increase of $42.0 million
£113%) over the previous corresponding period. Sales revenue was $446.6 million, an increase of $54.0 million (14%).

Key drivers of tncreased profitability in the half were increased mineral sands selling prices {particularly zircon and rutile),
a higher contribution from iron ore and coal interests and increased profit from asset sales. In addition, the non-recurrence
in 2003 of items which negatively impacted 2004 {the exchange loss on revaluation of US dolar denominated borrowings
and the low grade transitional mining at Capel) also enhanced half on half performance. These factors more than offset the
negative impact of reduced hedge profits and the higher A$:USSE exchange rates which prevailed in 200635 compared with
2004,

During the six months to June 2005 net debt increased by $88.1 million to $492.5 milion which represents a gearing ratio
of 33.8%. The main driver of increased debt was high capital expenditure during the first half of 2003 amounting to 51728
million, versus 589, Imition for the previous corresponding period. The increase in capital expenditure was primarily due
to the construction of the Douglas mine site and the Hamilton separation plant in the Murray Basin,

Sigmificant movements versus prior corresponding period
The significant movements in net profit after tax and minority interests are sunmmarised in Chart 1 below in conjunction
with Explanatory Notes 1 to 9.

Chart 1; June 2085 Profit after Tax and Minority Interests versus June 2604 - ASM




{laka Resourees Limited
For the Halfoyear ended 30 June 2003
{Previous corresponding period: Half-year ended 30 June 2004)

Results for announcement to the market
{continued)

Explanatory Notes

1. Selling Prices (+ve $29.7 million)

luka achicved US dollar price increases across the majority of its products compared with the previous corresponding
pericd. in particular, zircon and rutile pricing improved significantly.

2. 2004 Loss on Revaluation of USS Borrowings (+ve $12.8 million}

The US dollar denominated borrowings {US$100 million) were “swapped” back to Australian dollars in August 2004. As a
result the revaluation losses recorded in the six months to fune 2004, ($12.8 million tax adjusted) have not recurred in
2005,

3. 2604 Seuthwest Transition {(+ve $9.5 million)

I the first half of 2004, the Capel operations were impacted by a period of high cost remmant mining at the Yoganup
Extended ore body prior to transitioning into the Yoganup West ore body. The improved grade encountered in the first half
of 2003 significantly improved both output and unit costs .

4. Mining Area C (+ve $9.2 million)

Ituka holds an interest in the “Mining Area C iron ore eperation managed by BHP Billiton. [luka’s interest includes a
royalty entitlement to 1.25% of FOB sales as well as an entitlement to “capacity payments” which accrue as production
throughput exceeds predetermined thresholds. In the first half of 2003, luka booked $16.0 million of pre-tax contribution
versus $2.8 mitlion in 2004, This half oo hatf variance of $13.2 million equates to $9.2 million after tax.

5. Asset Sales (+ve $5.3 million)

The contribution of asset sales in first hatf 2005 was higher compared with the first hatf of 2004, This was primarily due t6
the sale of the Snapper Deposit (Murray Basin) in May 20063 for $3.9 million and also the sale of property at Whitby {South
West Western Australia) in June 2605 for $2.7 million. The profits on both these transactions were largely sheltered by
carricd forward CGT losses.

6. Coal interests (+ve $5.2 million})

Huka’s coal interests contributed significantly more to net profit in the first half of 2005 compared with the first half of
2004, The key drivers were the receipt in 2005 of $3.8 million from the NSW Coal Compensation Board in refation to
compensation for mining leases compulsorily resumed in the 1980°s. In addition, the Narama Joint venture (operated by JV
partner Xstrata) substantially improved its performance in the first half of 2005 based on accelerated volume offtake by
Macquarie Generation and by operational and coal quality improvements.

1. Hedge Profits (-ve $13.8 million)

Huka’s hedgebook delivered a $30.4 million pre tax contribution for the first half of 2005 compared with $49.9 million for
the first half of 2004. After the impact of tax and minority interests this difference represents $13.8 million. The key driver
of reduced hedge profit was the lower volume of hedging utilised in the first half of 2005, This lower volume reflects the
change of approach in 2003 to guarterly designation of hedge contracts. This approach effectively spreads the hedge cover
across the whole year in contrast to the 2004 approach whereby virtually alt hedging was utilised in the first half



{laka Resources Limited
For the Halfoyear ended 30 June 2005
{Previous corresponding period: Half-year ended 30 June 2004)

Results for announcement to the market

{continued)

8. FX on Australian Revenue {-ve $5.8 million}

The sales weighted average A$:USS exchange rate applying to Hluka’s Australian based US$ revenues for the first half of
20035 was 0.773 versus 0.740 for the first half of 2004, The stronger Australian dollar reduced the translated value of
Australian sourced, US denominated sales by ASE.8 million on a pre-hedge basis. After tax and minority interests this
equates to a §5.8 million negative impact on NPAT for the first half of 2003 compared with the first half of 2604,

9. Other {-ve $10.1 million})

Other impacts of negative $10.1 million primarily reflect the net impact of grade decline less the offsetting impact of
luka’s business improvement program. Grade decline has been most notable at the Eneabba operations in WA, Encabba
has been subject to some 40 years of mining and average grades reduced significantly between first half 2004 and first half’
2005, Nuka’s group wide business improvement progran is targeted at preserving profitability in the face of grade decline
by aggressively pursuing cost, throughput and separation efficiencies throughout all facets of Huka’s operations. In
addition, Huka actively engages in local “brownficld” exploration aimed af identifying new arcas of superior grade to
supplement the existing reserve base.

Prosress toward kev objectives
During the first half of 2003, the Company made significant progress toward key objectives. This progress included:
»  continuing to achieve increased prices across most products, particularly zircon;
»  continuing the profit turnaround in respect of the USA and CRL operations;
»  construction of the Douglas project in the Murray Basin was disappointing during the first half of 20063, As at
June 2603 the project was approxmately 60% complete;
«  successful completion of the northern Murray Basin mining test pit program aimed at determining the preferred
mining methodology in the northern Murray Basin;
«  continued infill dritling on the Jacinth and Ambrosia deposits as well as further regional reconnaissance dritting in
the Eucla region;
*  technicat and economic evaluation of the feasibility of converting the iron oxide by-product from synthetic rutile
manufacture into saleable pig iron product; and
»  continued progress on the group wide business improvement program targeted at driving cost savings and
productivity improvements.




Huka Resources Limited
Half-year Report - 30 June 2005
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This interim financial report does not include all the notes of the type normally included in an annual
financial report. Accordingly, this report is to be read in conjunction with the annual report for the
year ended 31 December 2004 and any public announcements made by [luka Resources Limited
during the interim reporting in accordance with the continuous disclosure requirements of the
Carporations Act 2001,
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{luka Resources Limited
Directors® Report

The Directors present their report on the consolidated entity consisting of Huka Resources Limited and the entities it
controlled at the end of, or during, the halfyear ended 30 June 206035,

The half-year to 30 June 2005 is the first fime the consolidated entity has reported under the Australian Equivalents of
International Financial Reporting Standards (“AIFRS™). The changes to the consolidated entity’s aceounting policies
resulting from the adoption of AIFRS are shown in Note 1 to the Financial Report. The comparative resuits for the 2004
half-year previously reported under Australian Generally Accepted Accounting Principles (“"AGAAP”} have been restated
to comply with AIFRS.

Note 13 to the Financial Report provides a full AGAAP to AIFRS reconciliation of the foHowing consclidated financial
statermnents:

balance sheet as at 1 January 2004 { AIFRS transition date);
*  balance sheet as at 30 June 2004;
*  income statement for the half-year ended 34) June 2004;
balance sheet as at 31 December 2004
*  income statement for the year ended 31 December 2004; and
*  balance sheet as at 1 Januvary 2005,

Directors

The following persons were Directors of luka Resources Limited during the whole of the half-year and up to the date of
this report:

lan Colin Robert Mackenzie (Chairman)
Robert Lindsay Every

Wiltiam Henry fohn Barr

Grahame David Campbel

Valerie Anne Davies

Keith Michaet Folwell

Donald Marshall Morley

Richard August Tastula

Review of operations
Revenue for the half-year ended 30 June 20603 was 5464.3 million (2004: $397 3 million).
Profit before income tax expense for the halfyear ended 3 June 2005 was $116.¢ million (2004: $57.2 million).

Profit attributable to members of Huka Resources Limited for the consclidated entity for the half-year ended 30 June 2003
was §79.3 million (2004: $37.3 million).

Murray Basin development

The key construction elements of Huka’s AR270 million investment in the Douglas project include imfrastructure, a mine
and wet concentrator plant (WCP)Y and a mineral separation plant (MSPY.

The majority of the project investment relates to a lump sum, larpely fixed price, engineering, procurement and
construction { EPC) contract with Roche Mining. The balance of the investment is being managed internally by lTuka.

The original completion dates specified under the EPC contract were April 2003 for the WCP and October 2005 for the
MSP. Since Japuary 2005, Roche have continued o revise thelr expected completion dates. The latest advice from Roche
Mining concerning the EPC completion schedule indicates the following:

*  completion of the WCP is expected in September 2005; and
*  completion of the MSP is expected around March 2006,

This represents a project delay of at least 3 months compared with the original completion schedule.



{luka Resources Limited
Directors’ Report
{continped)

As a consequence of the delays, luka has sought a third party assessment of likely completion dates. This assessment
indicates that in order for Roche fo meet a September 2005 completion date for the WCP ané a March 2006 completion
date for the MSP, a substantial {but achievable) increase in productivity is required. 1f the increase in productivity is not
realised, the completion dates are more likely to be October 2005 for the WCP and mid-2006 for the MSP.

Dividend

An interim dividend of 10.0 cents per share, partly franked to 5.0 cents {2004 10 cents, partly franked to 8.7 cents) has
been declared by the Directors. The interim dividend witl be paid on 30 September 2003, with the record date being 16
September 2005,

Auditors’ independence declaration

A copy of the auditors’ independence declaration as required under section 307C of the Corparations Act 2001 {s set out on
page 9.

Matters subsequent to balance date

The Directors have not become aware of any other matier or circumstance which may significantly affect the operations of
the economic entity, the results of those operations, or the state of affairs of the cconomic entity in subsequent financial
years.

Rounding amounts te the nearest hundred thousand doHars

The Company is of a kind referred to in Class Order 9870100, issued by the Australian Securities & Investments

Commission, relating to the ‘rounding off” of amounts in the Directors’ report and financial report. Amounts in the
Directors’ report have been rounded off 1o the nearest hundred thousand dollars in accordance with the Class Order.

This report is made in accordance with a resclution of Birectors.

lan Colin Robert Mackenzie
Chairman

Keith Michaet Folwell
Managing Director and Chief Executive Officer

Perth
17" August 2005
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Auditors’ Independent Declaration
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ABN 52 780 433 757
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PERTH WA &000

GPG Box D198

PERTH WA 8840

DX 77 Perth

Australia

Www.pwe.comfau
Telephone +61 8 9238 3000
Facsimile +51 8 8236 3988

As the lead auditor for the review of lluka Resources Limited for the half year ended 30 June 2005,

t declare to the best of my knowledge and belief, there have been:

(a) no contraventions of the audif independence requirements of the Corporations Act 2001

in refation to the review; and

(b) no contraventions of any applicabie code of professional conduct in relation to the

review.

This declaration is in respect of lluka Resources lLimited and the entities its controlled during the

period.

el

Johkn O'Connor
Partner
Assurance

Liability is limited by the Accountant's. Scheme under the Professional Standards Act 1994 (NSW)

Perth
17 August 2005
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lluka Resources Limited
Consolidated income statement
for the haif-year ended 36 June 2605

30 June 30 hune
Notes 2008 20604
$M $M
Revenue 3 464.3 3973
Other income 4 12.0 8.2
Expenses, excluding borrowing costs expense 5 (348.9) {(319.0%
Interest and fiance charges {107y {12.3}
Rahabilitation, restoration and other borrowing cost unwind {6.7) (5.8}
Exchange losses on forgign currency borrowings - (11.2}
Total borrowing costs 5 (7.4 (2934
Preofit before income tax TE0.0 572
Income tax expense 6 (24.8) (16.63
Profit for the half-year 858.2 40.6
Profit atiributable to minority interest (5.9 {3.3%
Profit attributable to members of [luka Resources Limited 79.3 37.3
Cents Cents
Bagic earnings per share 1t 34.1 16.0
Priuvted earnings per share 1t 341 16.0

The above consolidated income statement should be read in confunction with the accompanying notes.
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ASSBETS

Current assets
Cash assets
Receivables
{nventories
Derivative financial instruments
Current tax assets
Other

Non-current assets classified as held for sale
Total current assets

Non-current assets
Receivables
{nventories
Other financial assets
Property, plant and equipment
Derivative financial instruments
Deferrved tax assets
Inangible assets
Other
Total non-current assets

Total assets
LIABILITIES

Current tiabilities
Payables
Interest bearing labilities
Cuwrrent tax Habilities
Provisions
Other

Total current Labilities

Neon-current Habilities
Interest bearing labilities
Deferred tax Habilities
Provisions
Other

Total non-current Habilities

‘Fotal liabilities
Net assets
EQUITY
Contributed eqguity
Reserves
Retained profits
Total parent entity imerest

Minority interests

Total equity

llaka Resources Limited
Consolidated balance sheet

As at 30 June 2005
308 June 31 December
Notes 2005 20604
M M

29.7 13.6
3.6 FOR.5
186.2 P33.1
3713 -

1.9 2.3

18.0 631
466.7 442.6

5.6 -

472.3 402.6

i 12.1

6.4 6.4

0.6 L6
1,508.3 1,33%.1
40.9 -

0.3 6.3

2.4 234

- 342

1.586.6 14417
2.058.9 P.844.3
1557 HO%.2
61.8 350

A7 2.0

34.2 304

- 408

2574 245.4
460.4 3638
148.1 IREN
226.8 21601

0.1 342

835.4 7414
10928 EGR
9661 8375

7 at1.0 G1EG
8 4.1 24.7
214.1 162.4
8502 To8.1
66.9 344
S66.l K37 8

The above consolidated balance sheet showldd be read in conjunction with the accompanying notes.



Consolidated statement of recopnised income and expense

Adjustment on adoption of A4SE 137 and AASE 139, net of tax:
Retained profits
Hedge reserve

Cash flow hedges, net of tax

Exchange differances on translation of foreign entities

Actuarial gaing on defined benefit plans

Employee share options

Net income recognised directly in equity

Profit for the half-year

Total recopnised income and expense for the half-yvear

Total recognised income and expense for the half-year 14 attributable to:
Members of liuka Resources Limited
Minority interest

{luka Resources Limited
Consolidated statement of recognised income and expense

As at 30 June 2005
38 June 30 June
2005 2064
$M $M
8.3 -
4.8 -
2L -
.4 L5
- 4
3.4 .3
540 2.2
83.2 44.6
130.2 42.8
1288 396
1684 2.9
1392 428

The above consolidated statement of recognised income and expense should be vead in confunction with the accompanying

REFES.
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Cash flows from eperating activities
Receipts from customers (inclugive of goods and services tax)
Paymaents to suppliers and employees {inclusive of goods and services tax)

Interest received

Interest and other costs of finance paid
Income taxes paid

Payments for exploration expenditure
Goods and services tax

Other income

Net cash inflow from operating activities

Cash flows from inve sting activities
Payments for property, plant and equipment
Proceeds from sale of property, plant and equipment and land held for resale
Net cash sutflow from investing activities

Cash flows from financing activities
Proceeds from borrowings
Repayment of borrowings
Dividends paid
Dividends paid to minority iinterest in subsidiaries
Net cash inflow {outflow) frem financing activities

Net increasein cash held

Cash at the beginning of the reporting peried
Effects of exchange rate changes on cash
Cash at the end of the reporting period

lluka Resources Limited
Consolidated cash flow statement

30 June 2005
308 June 30 June
2005 20604
M M
446.8 456.3
{339.0) {316.5}
1678 [ EER:S
14 3
{14.6) (13.5)
{2.6} {13}
9.2} {6.6%
296 {9.2
1.1 4.6
1209 143.5
{172.8) (89,1}
1.9 1.8
{169.9} (87.3%
118.1 13.4
(23.5} {34.8}
(27.9} (27.93
(2.7} (3.9}
64.0 {56123
16.0 6.4
13.6 5.2
LN thd
297 116

The above consolidated cash flow starement should be read in conjunction with the gccompanying notes.

- 14 -



llaka Resources Limited

Naotes fo the financial statements
36 June 2005

Note 1.  Summary of significant accounting policies

This general purpose financial report for the interim half-vear reporting period ended 30 fune 2005 has been
prepared in accordance with Accounting Standard AASE 134 Interim Financial Reporting and the Corporaiions
Acr 2001

This interim financial report does not include all the notes of the type normally included in an annual financial
report. The notes included relate only to those accounting policies which have changed due to the adoption of
the Australian Equivalents of International Financial Reporting Standards ("AIFRS™}). Accordingly, this report
is to be read in conjunction with the annual report for the year ended 31 December 2604 and any public
announcements made by {luka Resources Limited during the interim reporting period in accordance with the
continuous disclosure requirements of the Corporations Aci 2001, These policies have been consistently
applied to all the periods presented, unless otherwise stated.

Basis of preparation of halfyear financial report

This interim financial report is the first interim financial report prepared by the consolidated entity under
AIFRS. AASB I - First time Adoption of Australian Equivalents to International Financial Reporting
Srandardshas been applied in preparing these financial statements.

Until 31 December 2004 the financial statements of the consolidated entity had been prepared in accordance
with previous Austratian Generally Accepted Accounting Principles ("AGAAP™. AGAAP differs in certain
respects from AIFRS. When preparing the consolidated entity’s AIFRS interim financial report for the half-
year ended 30 June 2005, management has amended certain accounting policies applied in the previous
AGAAP financial statements to comply with AIFRS. With the exception of financial instruments, the 2004
comparative figures have been restated to reflect these adjustments. The consolidated entity has taken the
exemption avatlable under 4458 / to only apply AASE 132 - Firancial Instrumenis: Disclosure and
FPresentation and AASE 139 - Financial Instruments: Recognition and Measurement from 1 January 20603,

A complete AGAAP to AIFRS reconciliation of the 2004 comparative financial statements is included in Note
13.

Euarly adoption of standard

The consolidated entity has elected to apply A4SB 119 - Emplovee Benefifs {1ssued in December 2604) to the
reporting pertods beginning 1 January 2005, This includes applying A45B8 7179 to the comparatives in
accordance with AASE 108 - Accounting Policies, Changes in Accounting Estimates and Errors. Accordingly
the actuarial gains and losses on defined benefit plans are deferred in equity {refer to note 13{d)}

Historical cosi convention

These financial statements have been prepared under the historical cost convention, as modified by the
revaluation of available-torsale financial assets, financial assets and liabilities {including derivative
mstruments} at fair value through profit or loss, certain classes of property, plant and cquipment and investment
property.

Accounting poliey ehanges resulting from AIFRS adoption

{a) Income tax
The adoption of AIFRS has resulted in a change to the consolidated entity’s income tax accounting
policy. Under the former A48 1028 - Accounting for Income Tax, deferred tax balances were
determined using the income statement method, whereby items were only taxeffected if they were
included in the determination of pre-tax accounting profit or loss and/or taxable income or loss. In
addition, current and deferred taxes could not be recognised directly in equity under AGAAP.

Under AASB 112 ~ Income Taxes, the income tax expense {or revenue} for the period is the tax payable
on the current period’s taxable income {based on the relevant country tax rate) adjusted for temporary
differences. These temporary differences arise from

® differcnces between the tax and accounting bases of assets and liabilities which give rise to
deferred tax assets and hiabilities: and

® pnused tax losses.



(b)

lluka Resources Limited
Notes to the financial statements (continued)
3G June 2005

Notel. Summary of significant acceunting pelicies (continued)

Deferred tax assets and labilities are recognised for temporary differences at the tax rates expected to
apply when the assets are recovered or Habilities are settled. The relevant tax rates are applied to the
cumulative amounts of deductible and taxable temporary differences to measure the deferred tax asset
or liability. An exception is made for certain temporary differences arising from the initial recognition
ofan asset or a Hability. No deferred tax asset or Hability is recognised in relation to these temporary
differcnces if they arose in a transaction, other than a business combination, that af the time of the
transaction did not affect either accounting profit or taxable profit or toss.

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 utitise those temporary differences and
losses.

Deferred tax Habilities and assets are not recognised for temporary differences between the carrying
amount and tax bases of investments in controlled entities where the parent entity is able to control the
timing of the reversal of the temporary differences and it is probable that the differences will not
reverse in the foresceable future.

Current and deferred tax balances attributable to amounts recognised directly in equity are alse
recognised directly in eguity.

Derivatives

The consolidated entity has taken the exemption available under A4SE T to apply AA4SB 132 -
Financial Instruments: Disclosure and Presentation and AASB 139 - Financial Instruments:
Recognition and Measurement from | January 2005, The Group has applied previous AGAAP in the
comparative information on financial instruments within the scope of AA4SE /32 and AASB 139. For
turther information on previous AGAAP treatment refer to the consolidated entity’s annual report for
the year ended 31 December 2004,

Adjustments on Financial Instruments transition date: 1 Jannary 2005

Under the former AGAAP the fair value of the consolidated entity’s derivatives were recorded in both
assets and liabilities in the balance sheet, thercfore having no impact on net assets. On transition,
derivatives that gualified as a hedged item under AGAAP also qualify as a hedged item under AIFRS.
However post transition, the fair value of derivatives which do not qualify as hedged items are marked-
to-market through the income statement. On transition, being 1 fanuary 2003 for derivatives, the
Hability recorded under AGAAP in respect of “in-the-money’ derivatives is eliminated and recorded in
equity as a hedge reserve.

From | January 2005

Dertvatives are initially recognised at fair value on the date a derivative contract is entered into and are
subsequently remeasured to their fair value. The method of recognising the resulting gain or loss
depends on whether the derivative is designated as a hedging instrument, and if so, the nature of the
item being hedged. The consolidated entity designates certain derivatives as either; (i) hedges of the
fair value of recognised assets or Habilities or a firm commitment (fair value hedge); or (ii } hedges of
highly probable forecast transactions (cash flow hedges).

The consolidated entity documents at the ineeption of the transaction the relationship between hedging
mstruments and hedged items, as well as its risk management objective and strategy for undertaking
various hedge fransactions. The consclidated entity also documents its assessment, both at hedge
inception and on an ongoing basis, of whether the derivatives used in hedging transactions have been,
and witl continue to be highly effective in offsetting changes in fair values or cash flows of hedged
items.

- |-
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lluka Resources Limited
Notes to the financial statements (continued)
3G June 2005

Notel. Semmary of significant accounting pelicies {(continued)
{ij Fair value hedge

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are
recorded in the income statement, together with any changes in the fair value of the hedged asset or
Hability that is attributable to the hedged risk.

(i) Cash flow hedgpe

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash
flow hedges 1s recognisad in equity via the hedge reserve. The gain or loss relating to the ineffective
portion is recognised immediately in the income statement.

Amounts accumulated in equity are recycled in the income statement in the periods when the hedged
item will affect profit or loss {for instance when the forecast sale that is hedged takes place). However,
when the forecast transaction that is hedged results in the recognition of a non-financial asset (for
example, inventory} or a non-financial liability, the gains and losses previously deferred in equity are
transferred from equity and included in the measurement of the initial cost or carrying amount of the
asset or lability.

When a hedging instrument expires or is sold or terminated, or when a hedge no longer meets the
criteria for hedge accounting, any cumulative gain or loss existing in equity at that time remains in
equity and is recognised when the forecast transaction is ultimately recognised in the income
statement. When a forecast transaction is no longer expected to oceur, the cumalative gain or loss that
was reported in equity is immediately transferred to the income statement.

{1ii) Derivatives that do not gualify for hedge accounting

Certain derivative instruments do not qualify for hedge accounting. Changes in the fair value of any
derivative instrument that does not qualify for hedge accounting are recognised immediately in the
income statement. For the consolidated entity, the time value component of its option hedge
mstruments is deemed o be ineffective.

Rehabilitation and mine closure costs

The adoption of AIFRS has resulted in a substantial change in the accounting treatment of the
rehabilitation and mine clesure provision.

Under the former AGAAP, future rehabilitation and mine clesure costs were accrued over the {ife of
the mine and included inthe cost of goods sold.

Under AASB 116 Property, Plunt and Equipment, the cost of an asset must include any estimated costs
of dismantling and removing the asset and restoring the site on which it is located. The capitalised
rehabilitation and mine closure costs are depreciated (along with the other costs included in the asset}
over the asset’s useful life. The depreciation expense is included in the costs of goods sold.

AASE 137 Provisions, Contingent Liabilities, and Contingent Assetfs requires a provision to be raised
for the present value of the estimated cost of settling the rehabilitation and restoration obligations
existing at balance date. The estimated costs are discounted using a pre -tax discount rate that re flects
the time value of money. The discount rate must not reflect risks for which future cash flow estimates
have been adjusted. A discount rate of 6% has been used in calculating the rehabilitation and
restoration provisions of the consclidated entity.

As the value of the provision represents the discounted value of the present ebligation to restore,

dismantle and rehabilitate, the increase in the provision due to the passage of time is recognised as a
borrowing cost. This borrowing cost is excluded from the cost of goods sold.

- 17 -
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Nuka Resourees Limited

Notes to the financial statements (continued)
3G June 2005

Notel. Summary of significant accounting pelicies (continued)
Recoverable amount of nen-current assets

AASB 136 Impairment of Assets requires that depreciable assets that are subject to amortisation are
reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss 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
fair value less costs to sell and value in use. For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately {dentifiable cash flows {cash generating
units}.

Borrowing costs

Borrowing costs are recognised as expenses in the period in which they are incurred, except where they
are included in the costs of gualifying assets. Qualifving assets are assets that take more than 12
months to prepare for their intended use or sale. Under the former AGAAP, exchange differences
arising from movements in principal amounts of foreign currency borrowings used to fund the
construction of qualifying assets could be capitalised. The AIFRS standard 4A4SB 123~ Borrowing
Cosiy prohibits the capitalisation of these amounts .

The capitalisation rate used to determine the amount of borrowing costs to be capitalised is the
weighted average applicable to the consolidated entity’s outstanding borrowings during the year. The
weighted average interest rate applicd in the current period was 6.03% (2004: 3.7%9%4).

Research & development

The consolidated entity undertakes various research and development activities. The adoption of
ALFRS has resulted in a change to the consolidated entity’s rescarch and development accounting
policy. Under the former AGAAP, the consolidated eatity expensed research and development
expenditure as incurred unless it expressly gualified for deferral. To qualify for deferral the research
and development expenditure was required to be recoverable by reference to the present value of future
incrementat cash flows generated by the project.

AASB 13§ - Intangible Assets is the AIFRS standard relating to research and development expenditure.
I accordance with AASE 138, the consolidated entity expenses all research costs to the income
statement as incurred.  Expenditure which qualifies as development is capitalised as an Intangible
Asset. Rescarch costs relate fo original and planned investigation undertaken with the prospect of
gaining new scientific or technical knowledge and understanding. Examples of Rescarch include:

® activities aimed at obtaining new knowledge;

®  the search for, evaluation and final selection of, applications of research findings or other
knowledge;

®  the scarch for alternatives for materials, devices, products, processes, systems or services; and

®  the formulation, design, evaluation and final selection of possible alternatives for new or improved
nuaterials, devices, products, processes, systems or services.

Development is the application of research findings or other knowledge to a plan or design for the

production of new or substantially improved materials, devices, products, processes, systems or

services before the start of a commercial production or use. Examples of Development activities arc as

follows:

®  the design, construction and testing of pre-production or pre-use prototypes and models;

® the design of tools, jigs, moulds and dies involving new technology;

®  the design, construction and operation of a pilot plant that is not of a scale economically feasible
for commercial production; and

®  the destgn, construction and testing of a chosen alternative for new or improved materials, devices,
products, processes, Systems or services.
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lluka Resources Limited
Notes to the financial statements (continued)
3G June 2005

Notel. Summary of significant acceunting pelicies (continued)

() Equity based remuneration

Under the former AGAAP, equity based remuneration was not recognised in the income statement.

With the adoption of 4488 2 Share-Based Pavments, an expense for cquity based remuneration is
recognised in the income statement by reference to the fair value of equity instruments granted on the
grant date. The corresponding eredit is recognised in equity, via an employee share reserve.
Valuations of options and ordinary shares are performed in accordance with methodologies preseribed
by A4SE 2.

- 19-



Note2. Segment information

Primary reporting - business segments

Sales to external customers
{her revenue/income
Total segment revenus

Segment result

Rehabilitation, restoration and other borrowing cost unwind
Interest and finance costs

Unaliocated revenue less other unallocated expenses

Profit before income tax expense

Primary reporting - business segments

Sales to external customers
{her revenue/income
Total segment revenus

Segment result

Rehabilitation, restoration and other borrowing cost unwind
Interest and finance costs

Exchange losses on forgign currency borrowings
Unaliocated revenue less other unallocated expenses

Profit before income tax expense

Nuka Resourees Limited

Notes to the financial statements (continued)

36 June 2005

Titanium
Minerals and Iron (e
Zircon Coal Rovalty Unallocated  Consolidated
SM M Sh M Mt

428.0 18.6 - - 446.6
1.8 4.9 16.2 .1 29.7

435,58 238 [6.2 LI 476.3
1096 12.6 16.8 - 138.2
(6.7)
(18.7)
{16.8}

1100

Titarium
Minecrals and Iron (e
Zircon Coal Rovalty Unallocated  Consolidated
SM M Sh M Mt

37587 16.9 - - 392.8
78 I 3.0 1.0 12.9
143 5 P8 () 1 14 4055
276 53 2.8 - 95.7
(3.8)
(12.3)
(11.2)
(8.2)
572
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Noie3. Revenue

Revenue
Seales revenue
Sale of goods

Other revenue
Royalty income
Interest income
Rental income

Revenue

Noie 4. Other income

Other income

Foreign currency gains {net)

PT Koba Tin deferved setilement

Coal compensation receipts

Sundry income

Profit on sale of property, plant & equipment
Profit on sale of exploration tenements

Other income

lluka Resources Limited
Notes to the financial statements (continued)

30 June 2005
30 June 30 fune
2005 204
sM M
446.6 3926
17.1 4.1
6.4 0.3
3.2 0.3
17.7 4.7

30 June 30 fune
20058 2004
sM M
14 6.5
3.8 0.7
38 -
3.2 1.8
2.8 0.2
3.6 -
12.{) 8 2




Note 5.  Expenses

Cost of sales of goods

lluka Resources Limited
Notes to the financial statements (continued)

Cost of production
Depreciation
Aumortisation

Total cost of sales of goods

Rescarch and development

Corporate administration and finance
Marketing and selting inchuding royalties
Exploration and evaluation

Expenses, excluding borrowing costs cxpense

Borrowing costs

Interest and finance charges payable
Amortisation of deferred borrowing costs
Interest capitalised

Rehabilitation, restoration and other borrowing cost unwind

Exchange losses on forgign currency borrowings
Borrowing costs expensed

-

30 June 2005
30 June 30 fune
2005 20604
sM M
2835 222.2
42.1 409
18.5 20.9
314.1 284.0
33 4.5
11.9 10.1
16.9 7.6
2.7 2.8
3489 316 0
5.0 14.0
6.3 0.1
{4.6) {1.4)
16.7 127
6.7 38
- 10.8
17.4 29.3




Note 6. Income tax

Income tax expense
Current tax

Deferred tax

Overprovided in prior years

Numerical reconciliation of income tax expense to prima facie tax payable

Profit before income tax

Tax at the Australian tax rate of 3%

Tax effect of amounts which are not deductible {taxable) in calculating taxable income:

Research & development

Foreign exchange losses

Capital gains shiclded by capital losses
Tax base of hedge contracts

Other non-deductible items

Difference in overseas tax rates

Overprovision in prior years

Deferred tax asset not previously brought to account
Income tax expense

Note 7.  Contributed equity

Ordinary securities at beginning and end of
period

30 June
2005

No. of shares

——atld 3D,

lluka Resources Limited
Notes to the financial statements (continued)

30 June 2005
30 June 30 June
2005 20604
M M
6.7 (4.6}
2.7 24.4
(3.6} {3.2%
248 16.6
1149 372
330 172
3.2% (2.0
- 4.8
0.9} -
(1.9 -
(3.6 0.5
285 20.5
{0.13 0.1
(3.6) 3.2
- .8}y
248 16.6
31 December 30 June 31 December
2004 2005 2004
Paid up value  Paid up value
MNo. of shares SM M
ad2. 014 345 G0 [t




lluka Resources Limited
Notes to the financial statements (continued)

Noie 8. Reserves

36 June 2005

38 June 31 December
2805 2004
SM M
Asset revaluation reserve 20.3 203
Asset realisation reserve 4.7 4.7
Hedge reserve 48.7 -
Foreign currency translation reserve {L.5) (1.9
Defined benefits superannuation reserve 0.6 0.6
Share-based payments reserve 1.3 1.0
24.1 24.7
Note9. Dividends
38 June 30 fune
2805 2004
SM M
Ordinary shares
Dividends provided for or paid during the half-year 2.9 219
Divi dends not recognised at the end of the halfyear
I addition to the above dividends, since end ofthe half-year the Directors have
recommended the payment of an interim dividend of 10 cents (2004: 10 cents) per fully
paid ordinary share, partly franked to 5.0 cents (2004: 8.7 cents). The aggregate amount of
the proposed dividend expected to be paid on 30 September 2003 out of retained profits at
30 June 2003, but not recognised as a Hability at the end of the half-year, is PRI AR
Franking credits available for subsequent financial years based on a tax rate of 30% (2004:
3094) 0.5 11.9
The above amounts represent the balance of the franking account as at the end of the half-year, adjusted for
{a) franking credits that will arise from the payment of the current tax liability;
{b) franking debits that will arise from the payment of dividends recognised as a liability at the reporting date;
{C) franking credits that will arise from the receipt of dividends recognised as receivables af the reporting date; and
{d) franking credits that may be prevented from being distributed in subsequent financial years.

-4



Note 10. Contingent liabilities and contingent assets

Contingent Habilities

Performance and finance guarantees

Contingent assets

lluka Resources Limited
Notes to the financial statements (continued)

30 June 2005
30 June 31 December
2005 204
sM M
814 J0.7

I the 1980 the consolidated entity held certain coal leases and associated royalties in New South Wales
{“NEW™} that were compulsorily acquired by the NSW Government pursuant to the Coal Acquisition Act 1981
{the “1981 Act™). Under the 1981 Act the NSW Government is required to provide compensation to the prior
owners for the loss of historical and future royalty earnings. Early in 2005, the NSW Government passed the
Coal Compensation Amendment Act which modifies the royalty calculation used in determining compensation
from ad valorem {(i.c % of coal sales price) to a fixed amount per tonne for all claims not yet finalised.

The amount of compensation is to be determined and agreed by the Coal Compensation Board (the “*CCB™}and
is dependent upon mine plans submitted from current or proposed operators. The amount thereby determined is

then subject to the consolidated entity’s right of appeal.

The consolidated entity is unable to estimate with any accuracy the quantum and/or timing of any future
compensation payments until the determination process is complete. In the halfoyear to 30 June 2005, $3.8

million coal compensation income was received {30 June 2004: Nil).

Note 11. Earnings per share

Basic earnings per share

Diluted earnings per share

Wetghted average number of shares used as the denominator

30 June 30 fune
2005 2004
Cents Cents
34,1 160
34.1 164

The weighted average number of ordinary shares used as the denominator in caleulating

basic carnings per share was 232,914,349 (2004: 232,814 349,

Weighted average number of ordinary shares and potential ordinary shares used as the
denominator in caleulating diluted carnings per share was 232,914,349 (2004:

232.814.349).



lluka Resources Limited
Notes to the financial statements (continued)

3G June 2005
Note 12.  Reconciliation of prefit after income tax to net cash inflow from
operating activities
38 June 30 fune
2005 2004
SM M

Profit after income tax 85.2 40.6
Depreciation and amortisation 60.9 619
Previously capitalised exploration expenditure written off 6.3 6.7
Interest capitatised {4.6) (14
CRL Enterprise mine transition costs 2.4 3.7
Current year exploration expenditure capitalisation 6.1 (3.6}
Net gain on disposal of property, plant and equipment 5.8 (0.3
Rehabilitation and restoration borrowing costs 6.4 5.8
Non-cash employee benefits expense - share-based payments 6.4 (.2
Unwing of deferred interest 6.3 -
Doubtful debts - 1.2
Net exchange differences 0.1 11.4
Changes in operating assets and liabilities

Decrecase (increase) in receivables 9.3 594

Decrease {increase} in inventories 33.1) {32.6)

Decrease (increase) in future income tax benefit 6.3 43.0

Decrease (increase) in other operating assets 5.9 683

Increase {decrease) in payables 6.8 1.9

increase (decrease) in other operating liabilities 17.3 (8.1}

Increase (decrease) in provision for income taxes payables 31 1.0

increase {decrease) in provision for deferred income tax 12.2 {27.8)

increase (decrease) in other provisions {4.0} {74.6}
Net cash inflow from operating activities 121.9 1433
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Nuka Resourees Limited

Note 13. Explanation of transition to Australian equivalents to ITFRS

Notes to the financial statements (continued)

36 June 2005

{1} Reconciliation of profit reported under previous Australian Generally Aecepted Accounting Principles

{AGAAP) to profit under Australian equivalents to IFRS (AIFRS)

{2} Income statement for the half-vear ended 30 June 2904

Revenue

(rther income

Expenses, excluding borrowing costs
Cost of goods zold
Research and development
Corporate administration and finance
Marketmg and selling including royalties
Exploration and evaluation

Carrying amount of assets sold

Total borrowing costs

Peofit before iIncome tax

Income tax {expense} benefit
Profit for the half-year

Profit attribut able to minority imerest
Profit attributable to members of
Huka Resources Limited

-7

Hailf-year ended 30 June 2004

AIFRS
Notes AGAAP adjustments AIFRS
M M

3973 - 397.3
{1} 9.7 (1.5} 8.2
() (286.8) 2.8 (284.0)
(<) (3.0 (1.5 (4.5)
(&) (9.8 (O35 (10.1)
{17.6} - {17.6)
{2.8) - {2.8)
{1} (1.5 1.5 -
(321.5) 2.3 (316.0)
{a){fy {23.34 {6.0% {29.3)
62.2 (5.0) 512
(b} {213y 4.7 {16.6}
40.9 (0.3) 40.6
(b (2.9 (0.4 (3.3}
38.0 (0.7 37.3




Nuka Resourees Limited

Notes to the financial statements (continued)

36 June 2005

Note 13. Explanation of transition to Auastralian equivatents to IFRS (continued)

{b} Income statement for the vear ended 31 December 2004

Revenue

(rther income

Expenses, excluding borrowing costs
Cost of goods zold
Research and development
Corporate administration and finance
Marketing and selling including royalties
Exploration and evaluation

Carrying amount of assets sold

Total borrowing costs

Profit hefore Income tax

Iircome tax {expense) beneft
Profit for the vear

Profit asttributable 1o minority interest
Profit attributable to members of
Huka Resources Limited

Notes

()

{a)
()
{e)

()

(a),(h

(b

(b

Year ended 31 December 2004

AIFRS
AGAAP adjustments AIFRS

b4 | ™M M
8319 - 8319
7.7 (4.6 13,1
(6269} PR3 {608.6)
6.1 (3.5 (9.6
{18.5} (0.6} {19.1}
(36.5) . (36.5)
(6.3) . (6.3)
(4.6} 4.6 .
(6989} PR.8 {680.1)
{32.7% {115} {44.2}
118.6 L7 £20.7
{17.0% 28 {14.1}
1010 5.6 6.6
{117 {1 {11.0}
86.3 5.7 95.0




Nuka Resourees Limited

Notes to the financial statements (continued)
3G June 2005

Note 13. Explanation of fransifion to Australian equivalents to IFRS {continsed)

{2) Reconciliation of equity reported under previous Australian Generally Accepted Acconnting Prineiples
(AGAAP) to equity under Australian equivalents to IFRS (AIFRS)
{2} Balance sheet at the date of transition to AIFRS: 1 January 2004
T January 2004

Effect of
Previous transition
Notes AGAAP to AIFRS AIFRS
™M M M
ARSETS
Current assets
Cash and cash equivalents 3.2 - 5.2
Receivables {i} 208.4 7.4 2158
Inventories {a} 4.6 {1.2) 3.4
Current tax assets 1.2 - 1.2
Other (i 78RR {7.4% 714
408.2 (1.2} 4074
Mon-current assets classified as held for sale (i 2.2 (2.2} -
Total current assets 416.4 {3.4% 407.4
Neon-current assets
Receivables (i 1.6 12.5 4.1
Inventories 2.1 - 2.1
Other financial assets {d} - {3 {3
Property, plant and equipment {a)ich{Dp 2017 287 1,230.4
Deferred tax assets {b} 22.2 136 538
Inmangible assets {&) 5.6 9.9 233
Other 3X1); M3 {2243 679
Total non-current assets 1.333.5 62.6 1,396 .1
Total assets 1.743.9 34.2 £.803.1
LIABILITIES
Current tiabilities
Payables 3.3 - F133
Interest bearing labilities 5.3 - 3.3
Crrrent tax labilittes {13 - {13
Provisions {a} 283 2.6 36.9
Other 54.% - 54.%
Total current habilities 30249 2.6 304.6
Neon-current tHabilities
Interast bearing liabilities 2788 - 2788
Deferred tax habilities {b} 246 131.8 I51.6
Provisions {a} 136.8 634 206.2
Other 64.6 - 4.6
Total non-current Habilities S04 194.4 64932
‘Total liabilities 802.8 1970 9908
Net assets —— el {1378} 8033
EQUITY
Contributed eguity {e} 610.4 - 614
Reserves {dife),ih) 27.1 (1.4} 257
Ratained sarnings {1 249.2 (1305} FI8.7
#8677 {131.9) 7544
Minority inferest {b} 54.4 {5.9} 48.5
Total equity g4t 1 {137 8) 033
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Nuka Resourees Limited

Notes to the financial statements (continued)

36 June 2005

Note 13. Explanation of fransition to Australian equivalenis to IFRS {(continsed)

{b} Balance sheet at the date of the last half-vear reporting period under previous AGAAP: 30 June 2064

ASSBETS

Current assets
Cash and cash equivalents
Receivables
Inventories
Current tax assets
Other

Non-current assets classified ag hald for sale
Total current assets

Non-current assets
Receivables
{nventories
Other financial assets
Property, plant and equipment
Defereed tax assets
Inangible assets
Other
Total non-current assets

Total assets

LiABILITIES

Current lizbilities
Payables
Interest bearing liabilities
Cuwrrent tax Habilities
Provisions
Other

Total current Labilities

Neon-current Habilities
Interest bearing labilities
Deferred tax Habilities
Provisions
Other

Total non-current Habilities

‘Fotal liabilities

Net assets

EQUITY
Contributed eguity
Reserves
Retained earings
Minority interest

Total equity

30 June 2064

Effect of

Previous transition

Notes AGAAP to AIFRS AIFRS
™ ™ ™M

I.6 - 11.6
{0 153.2 7.3 160.5
{a} 149.0 (2.4 146.6
)] 1.6 {12 1.%
{0 42.0 {7.3% 34.7
357.4 (2.2} 355.2
{0 2.2 (2.2} -
350.6 (4.4} 3532
{0 1.3 {2.8 14.1
2.3 - 2.3
{d) - X! {16
(e L) 1,258.5 27.7 1,286.2
)] 1.9 a.1 [RR¢
{&} 14.7 9.7 24.4
{ghin 56.4 {22.5% 3349
1.335.1 37.4 1.372.5
1.694.7 33.8 | b i
16,9 - 6.9
732 - 73.2
{b) - {12 3.2
{a)ihy 278 8.6 35%
17.7 - 17.7
225.6 8.2 2338
3178 - 317.%
{byehy 219 iR 124.7
{a){h) 142.2 613 202.5
316 - 3.6
313.5 163.1 676.6
T30.1 1713 914.4
9556, 4383 8123
610.4 - 614
(), (e)fh) 29.5 {1.3} 28.2
{1 2593 {131.5% 127.8
8942 {132.%3 T66.4
(b} 56.4 (5.5} 50.9
985,86 {138.3) 8173
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Nuka Resourees Limited

Notes to the financial statements (continued)

36 June 2005

Note 13. Explanation of fransifion to Australian equivalents to IFRS {continsed)

{¢) Balance sheet at the date of the last reporting period under previous AGAAP: 31 December 2004
31 December 2004

ASSBETS

Current assets
Cash and cash equivalents
Receivables
{nventories
Current tax assets
Other

Non-current assets classified as held for sale
Total current assets

Non-current assets
Receivables
{nventories
Other financial assets
Property, plant and equipment
Deferred tax assets
Inangible assets
Other
Total non-current assets

Total assets
LIABILITIES

Current tiabilities
Payables
Interest bearing labilities
Cuwrrent tax Habilities
Provisions
Other

Total current Labilities

Neon-current Habilities
Interest bearing labilities
Deferred tax Habilities
Provisions
Other

Total non-current Habilities

‘Fotal liabilities

Net assets

EQUITY
Contributed eguity
Reserves
Retained earings
Minority inferest

Total equity

Effect of
Previous Transition
Notes AGAAP To AIFRS AIFRS
™ ™ ™M

13.6 - 13.6
€ 158.2 1413 [6%.5
{a} 156.7 (3.6 1531
)] 2.2 .1 2.3
{0 755 {10.43 63,1
406.2 (3.6} 402.6
{0 2.2 (2.2} -
408.4 (5.8} 402.6
{0 2.3 9.5 12.1
6.0 - 0.4
{(d) - X! {16
(a0 HhG) 1,317.9 21.2 1,336.1
)] 9.0 (2.7} 6.3
{&} 13.9 9.5 234
{ghin 73.5 {1933 54.2
1.422.6 19,1 1.441.7
L8310 13.3 8443
108.2 - HOR.2
550 - 55.0
2.0 - 2.8
{ayih} 16.7 3.7 304
49 .8 - 49.8
2317 3.7 245.4
363.0 - 363.60
{by(h) 22.3 1.8 Fi4.1
{a)nihy 171.7 3%.4 21601
54.2 - 54.2
6112 130.2 741.4
842.9 143.9 986.8
988 1 {130.6) 8874
(&} 6108 {12 611G
{ed) (e (k) 24.8 (0.1 24.7
{1} 2873 {12443 162.4
9229 {124.%) ToR.1
(b 65.2 (5.8} 59.4
9881 L3080 Qa7 &5
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Nuka Resourees Limited

Notes to the financial statements (continued)
3G June 2005

Note 13. Explanation of transition to Ausiralian equivalents to ITFRS (continued)

{3} The consolidated entity has taken the exemption available under 4488 I to apply 44ASE 132 — Financial
Instruments: Disclosure and Presentation and AA4ASE 139 — Financial Instruments: Recognition and Measurement

from 1 January 2085, The Grounp has applied previous AGAAP in the comparative information on finaneial
instruments within the scope of 4458 132 and A4ASB 139,

Fhe balance sheet below reflects the adjustments as at T January 2005 as a result of applying 4458 132 and
AASE 138

Effect of
applying AASB
Notes 31 December 2004 132 & 139 | Januwary 2005
M M ™M
ARSETS
Current assets
Cash and cash equivalents 13.6 - P3.6
Receivables {mifo) 168.5 1.5 6.4
{nventories 1531 - 153.1
Derivative financial instriments {n) - 531 531
Current tax assets 2.3 - 2.3
Other {n) 651 (53.1% 12.0
Total current assets 4126 1.5 411
Non-current assets
Receivables {0} P21 (1.2} 19
{nventories 6.0 - 6.4
Other financial assets (.6 - {16
Property, plant and equipment 1,339.4 - 1,336.1
Derivative financial instruments {n} - 54.2 54.2
Defereed tax assets 6.3 - 6.3
Inangible assets 23.4 - 234
Other {n) 542 {54.2% -
Total non-current assets 14417 {1.2% 1. 4443.5
‘Total assets £.B44.3 6.3 £.850.6
LIABILITIES
Current lizbilities
Payables 198.2 - 08,2
Interest bearing liabilities {m)} 55.0 7.8 628
Cuwrrent tax Habilities 2.0 - 2.8
Provisions 30.4 - 36.4
Other 49.8 {49.8) -
Total current Habilities 2454 {4243 203.4
Neon-current Habilities
Interest bearing labilities {0} 363.0 {1.8) 361.2
Deferred taxy Habilities {n) 114.1 29.2 143.3
Provisions 2H3 - 21
Other {n) 542 {54.2% -
Total non-current Habilities 7414 {268} 7i4.6
Total Habilities 586.8 (68.8) 918.8
Net assets Ri1S 151 9326
EQUITY
Contributed eguity H5HLO - 6110
Reserves {n} 24.7 6RO G927
Retained earings {0} 162.4 {13 1627
7981 683 R66.4
Minority interest {n) 39.4 6.8 66.2
Total equity 8515 FER 9326
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lluka Resources Limited
Notes to the financial statements (continued)
3G June 2005

Note 13. Explanation of fransifion to Australian equivalents to IFRS {(continsed)
{4} Reconciliation of cash flow statements

The adoption of AIFRS has not resulted in any material adjustments to the cash flow statements for the half-year ended 30
June 2004 or the year ended 31 December 2004,

{5} Notes to the reconciliations
{2} Rehabilitation and mine closure provisions

The consolidated entity has obligations to dismantle, remove, restore and rehabilitate certain items of plant, property and
equipment.

Under the former Australian Generally Accepted Accounting Principles (“AGAAP™), future rehabilitation and mine closure
costs were acerued over the life of the mine and included in cost of goods sold.

Under AIFRS, the provision for rehabilitation and mine closure costs assoctated with an asset is derived by discounting the
expected expenditures to their present value. The present value of these costs are capitalised to the associated as set and
depreciated over the useful life of the asset. The depreciation charge is included in cost of goods sold. The present value of
the provision increases in each period to reflect the passage of time. This increase is recognised as a borrowing cost and
accordingly is excluded from cost of goods sold.

The sptit of rehabilitation and mine closure costs between depreciation and borrowing cost in the income statement has
resulted in an adjustment to inventory in the consolidated balance sheet and cost of goods sold in the consolidated income
statement.

The effect of these changes on the consolidated entity’s balance sheetis shown in the table below: debits are positive
! {credits) are negative.

Inventory (1.2) (2.4) {3.6}
Property, plant and equipment 29.2 25.2 2449
Provisions - current (2.6) (8.0} {13.6)
Provisions - non-current {63.4) {60.1) {38.71
Retained carnings 38.0 41.3 319

The effect of these changes on the consolidated entity’s income statement is shown in the table below: debits are
{negative) / credits are positive.

Cost of goods sold 2.8 18.3

Borrowing costs {3.8) {11.8)

The tax effect of the above adjustments are reflected in note 13(hb).
{b} Taxation balances

Under AGAAP, income tax expense was caleulated by reference to the accounting profit after allowing for permanent
differences. The amortisation of fair value amounts was a permanent difference under AGAAP. The adoption of AIFRS
has resulted in a change in accounting policy.

ALFRS requires deferred tax to be recognised on all fair value adjustments, other than those recorded as goodwill. This has
resulted in the recognition of deferred tax liabilities in respect of fair value adjustments made on the acquisition of
controtied entitics.



lluka Resources Limited
Notes to the financial statements (continued)
3G June 2005

Note 13. Explanation of transition to Australian equivalents to II'RS (continued)

The effect of these changes on the consolidated entity’s balance sheetis shown in the table below: debits are positive
! {credits) are negative.

Tax assets - current - 0.2 {.1
Deferred tax assets 33.6 9.1 (2.7}
Tax habilitics - current - {0.2) -
Deterred tax liabilities - non-current {131.03 {101.8) {92.2)
Minority interest 3.9 3.5 3.7
Retained carnings Q1.5 872 849.1

The effect of these changes on the consolidated entity’s income statement is shown in the table below: debits are
{negative) / credits are positive.

Income tax expense 4.7 2.9

Minority interest {0.4) 0.1

The adjustments in note 13{b) reflect the tax impact of all other adjustments resuliing from the adoption of AIFRS.
(e} Research and development
The consolidated entity undertakes various research and development activities. Under AGAAP, expenditure on rescarch

and development was capitalised where the expenditure was expected to be recoverable. AIFRS state that expenditure on
‘research’ must be expensed as incurred and only ‘development’ expenditure can be capitalised.

The effect of these changes on the consolidated entity’s balance sheetis shown in the table below: debits are positive
! {credits) are negative.

roperty, plant and cquipment (2.5)
Retained carnings 2.5

0)
6.0

The effect of these changes on the consolidated entity’s income statement is shown in the table below: debits are
{negative) / credits are positive.

Rescarch and development expenditure

The tax effect of the above adjustments are reflected in note 13(hb).
{d} Retirement benefit obligations

The consolidated entity is the sponsor of a superannuation plan with a defined benefit section and defined contribution
section. Ynder previous AGAAP, cumulative actuarial gains and losses on the defined benefit seetion were not recognised
in the financial statements. At the date of transition, an asset is recognised inother financial assets . [t is measured as the
surplus of the net market value of the superannuation fund’s assets over the value of the employees” acerued benefits at that
date.

Y
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Notes to the financial statements (continued)
3G June 2005

Note 13. Explanation of fransifion to Australian equivalents to IFRS {(continied)

Movements in the difference between the net market value of the superannuation fund’s assets and the value of the
employees’ accrued benefits after transition have been recognised directly in equity.

The effect of these changes on the consolidated entity’s balance sheetis shown in the table below: debits are positive
/ {credits) are negative.

Other financial 0.3 0.6 (.6
Other reserves (0.3) {0).6) (0.6}

Effect of these changes on the consolidated entity’s income statement:

The movements in the difference between the net market value of the superannuation fund’s assets and the value of the
employees’ acerued benefits are taken up directly in equity, therefore there has been no impact on the consolidated entity’s
income statement for either the half-yvear ended 30 June 2004 or the year ended 31 December 2004,

(e} Eqgunity based remuneration

A portion of senior management’s remuneration is equity based. Such remuneration has included the granting of options
and the granting of ordinary shares upon predetermined performance criteria being met. Under AGAAP, cquity based
remuneration was not recognised in the consolidated entity’s income statement.

Under AIFRS, the consolidated entity is required to recognise an expense for equity based remuneration, by reference to the
fair value of equity instruments granted on the grant date. The corresponding eredit is recognised in equity, via an
employee share reserve. Valuations of the options and potential ordinary shares have been performed in accordance with
methodologies prescribed by 4458 2.

The effect of these changes on the consolidated entity’s balance sheetis shown in the table below: debits are positive
! {credits) are negative.

Contributed equity - - {0.2)
Other reserves (0.6) {0.9) {0.9)
Retained carnings 0.6 0.9 1.1

The effect of these changes on the consolidated entity’s income statement is shown in the table below: debits are
{negative) / credits are positive.

Corporate administration and finance

The tax effect of the above adjustments are reflected in note 13(b).

{f} Borrowing costs

A portion of the consolidated entity’s borrowing costs are denominated in foreign currencies. Further, the consolidated
entity capitalises interest expense in relation to expenditure on gualifying assets. Under AGAAP, exchange rate differences
arising from certain foreign currency borrowings were included within the definition of borrowing costs. Under AIFRS, to
the extent exchange differences arising fromforeign currency borrowings are not regarded as an adjustment to inferest
costs, they are excluded from borrowing costs and therefore cannot be capitalised.



lluka Resources Limited
Notes to the financial statements (continued)
3G June 2005

Note 13. Explanation of fransifion to Australian equivalents to IFRS {(continied)

The effect of these changes on the consnlidated entity’s balance sheetis shown in the table below: debits are positive
! {credits) are negative.

Property, plant and cquipment - {0.2) 0.3
Retained carnings - 0.2 {0.3)

The effect of these changes on the consolidated entity’s income statement is shown in the table below: debits are
{negative) / credits are positive.

] Borrowing costs {0.2) 0.3

The tax effect of the above adjustments are reflected in note 13{h).
{g) Entangible assets

The new AASB 138 ‘Intangible Assets ' has an expanded definitional eriteria for intangible assets compared to the previous
AGAAP. As aresult of applying these criteria, the royalty entitlement assets of the consolidated entity which had
previousty been classified as “Non-current Assets - other”, have been reclassified as intangibles. There have been no
changes to the estimated useful Bives of these assets.

The effect of these changes on the consolidated entity’s balance sheetis shown in the table below: debits are positive
! {credits) are negative.

MNon-current assets

other

(9.9)

4.7)

(9.5)

Intangible assets

9.9

9.7

Q.5

Effect of these changes on the consolidated entity’s income statement:

This adjustment relates purely to classifications on the face of the consolidated balance sheet, therefore there has been no
effect upon the consolidated entity’s income statement for the halfyear ended 39 June 2004 or the year ended 31 December
2004,

(h) Foreign currency translation reserve

The consolidated entity has elected to apply the exemption in AASB | First Time Adoption of Australian Equivalents to
Infernational Financial Reporting Standards. The cumulative transiation differences for all foreign operations represented
in the forcign currency franslation reserve are deemed to be zero at the date of transition to AIFRS,

The effect of these changes on the consolidated entity’s balance sheetis shown in the table below: debits are positive
{ {credits) are negative.

USA assets and liabilities - {0.%5) 0.4
Rescrves 2.1 3.0 1.7
Retained carnings (2.1} {2.1) {2.1)

As aresult of the re-measurement of USA operations’ assets and liabilities on transition fo AIFRS, the foretgn exchange
movement taken to FCTR on consolidation has increased by $0.9m at 30 June 2004 and decreased by $6.4m at
31 December 2004, from that previously reported under the former AGAAP.

w



lluka Resources Limited
Notes to the financial statements (continued)
3G June 2005

Note 13. Explanation of transition to Ausfralian eqguivalents to IFRS (continued)

Effect of these changes on the consolidated entity’s income statement:

This adjustment relates purely to classifications on the face of the consolidated balance sheet, therefore there has been no
effect upon the consolidated entity’s income statement for the halfyear ended 39 June 2004 or the year ended 31 December
2004,

{iy Profit on sale of assets
Under the former AGAAP the proceeds from sale of non-current assets were included in other revenue and the net gain on
disposal was included in profit. Under AIFRS the net gain on disposal is ineluded inother income. As this represents a

reclassification with the consclidated income statement, there is no impact on the consolidated balance sheet.

The effect of these changes on the consolidated entity’s income statement is shown in the table below: debits are
{negative) / credits are positive,

(ther income {1.3) {4.5)

Written down value of property. plant & eguipment sold 1.5 4.6

{j) Reclassifications of balances

The transition to AIFRS has resulted in reclassifications of balances in refation to prepayments and assets held for resale.
These reclassifications do not impact the net assets position of the consolidated entity.

Under AGAAP, prepayments were classified as Other Assets. Under AIFRS prepayments are recorded as Receivables.
Linder AGAAP, certain non-current assets held for resale were classified as ‘Non-current assets classified as held for sale’.

The definition of an asset held for resale differs between AGAAP and AIFRS. Under the AIFRS definition, these assets
have been reclassified to plant, property and equipment.

The effect of these changes on the consolidated entity’s balance sheetis shown in the table below: debits are positive
! {credits) are negative.

Other assets - current {7.4) {(7.3) {(19.4}
Other assets - non-current {12.5} {12.8) {9.8)
Receivables - current 7.4 7.3 1.4
Receivables —~ non-current 12.5 12.8 G.8

Non-current assets classified as held for 2.0 (2. {2.2)
sale

Plant, property and equipment 2.2 2.2 2.2

{k) Disclosure criteria for contingent assets

The eriteria for disclosure of contingent assets under previous AGAAP was that the probability that future cconomic
benefits will eventuate is higher than remote but less than probable. However, under AIFRS, the criteria for disclosure of
contingent asscts is that it is probable that futwre cconomic benefits will eventuate.

Under previous AGAAP, the consolidated entity has disclosed a contingent asset in relation to Sierra Rutile, whereby an
amount of up to US$10m would be paid to the consolidated entity if successful mining operations were re-established by a
third party at a mine site in Sierra Leone. The Directors do not have sufficient to information to assess whether it is
probable that future economic benefits will evenfuate from this asset. As such, under AIFRS, no contingent asset is
disclosed.

Regardless, the consolidated entity confinues to monitor the restart of any mining operation at the site.

- 3T



lluka Resources Limited
Notes to the financial statements (continued)
3G June 2005

Note 13. Explanation of transition to Australian equivalents to IIFRS (continued)

() Reconciliation of movements in retained earnings

The effects of the changes on retained earnings are set out as follows:

Rehabilitation and restoration (a} 380 413 311
Tax balances (h) 91.5 R7.2 891
Research and development (¢} 2.5 4.0 6.4
Equity based remuneration (¢} 0.6 0.9 1.1
Borrowing costs (53} - .2 {3.3)
Foreign currency transtation (h) (2.1} (2.1} 2.1
reserve

Total Adjustment 134.5 131.5 124.9

{m) Offsetting a financial asset and a financial liability

The consolidated entity sells various debtors under a receivables acquisition facility and receives payment for these debtors.
When the funds are received from the debtor, the facility is repaid. Under the former AGAAP, the receivables sold under
this arrangement were not recognised on the balance sheet. However, under the new AIFRS standard 4458 /39, these
amounts do not qualify for derecognition. As such, on transition, being 1 January 2005 for financial instruments, the
amounts are shown separately as a receivable and Hability.

{1} Financial instruments

Under the former AGAAP the fair value of the consolidated entity’s derivatives were recorded in both assets and liabilities
in the balance sheet, therefore having no impact on net assets. On transition, derivatives that qualified for hedge accounting
under AGAAP alse qualify for hedge accounting under AIFRS. Post transition, the fair value of derivatives which do not
gualify as hedged items are marked-to-market through the income statement. On transition, being 1 Januvary 2005 for
financial instruments, the liability recorded under AGAAP in respect of ‘in-the-money’ derivatives is eliminated and
recorded in equity as a hedge reserve. Refer Note 1(b} for further information.

{0} Enitial measurement of financial liabilities

The new AASB 139 Financial instruments: Disclosure and Preseniation provides that the initial recognition of financial
Habilities should be measured at its fair value plus any transaction costs that are directly attributable to the financial
Hability. Under the previous AGAAP, fransaction costs were recorded as other assets and amortised over the life of the
Hability. On transition, being 1 January 2005 for financial instruments, the fransaction costs are offset against the
underlying financial Hability and continue to be amortised over the life of the liability.

- 3R



{laka Resources Limited
Directors’ Peclaration
36 June 2005

Inn the Directors’ opinion

{a} the financial statements and notes set cut on pages 11 to 38 are in accordance with the Corporations Act
2001, including:
i} comply with Accounting Standards, the Corporation Regulations 2001 and other mandatory
professional reporting requirements; and
i) giving a true and fair view of the consolidated entity’s financial position as at 30 June 2005 and of
its performance, as represented by the results of its operations and its cash flows, for the half-year
cnded on that date; and
(b)

there are reasonable grounds to believe that Huka Resources Limited will be able to pay its debts as and
when they become due and payable.

This declaration is made in accordance with a resclution of the Directors.

A

lan Colin Robert Mackenzic
Chairman

Keith Michaet Folwell
Managing Director and Chief Executive Officer

Perth
17 August 2005
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ABN 52 780 433 757
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PERTH WA 8000
. GPO Box D198
Independent review report to the members of lluka PERTH WA 6840

H H DX 77 Perth
Resources Limited Asiralia
W, Dwe. comadl
Telephone +61 § 9238 3000
Facsimile +61 8 9238 3909

Statement

Based on our review, which is not an audit, we have not become aware of any matter that makes
us believe that the financial report of lluka Resources Limited:

. does not give a true and fair view, as required by the Corporations Act 2001 in Australia, of
the financial position of the lluka Resources Group {defined below) as at 30 June 2005 and
of its performance for the half-year ended on that date, and

. is not presented in accordance with the Corporations Act 2061, Accounting Standard AASB
134 Interim Financial Reporfing and other mandatory financial reporiing requirements in
Australia, and the Corporations Regulations 2001.

This statement must be read in conjunction with the rest of our review report.

Scope

The financial report and directors’ responsibility

The financial report comprises the balance sheet, income statement, statement of recognised
income and expenses, cash flow statement, accompanying notes to the financial statements, and
the directors’ declaration for the lluka Resources Group {the consolidated entity), for the half-year
ended 30 June 2005. The consolidated entity comprises both lluka Resources Limited {the
company) and the entities it controlled during that half-year.

The directors of the company are responsibie for the preparation and true and fair preseniation of
the financial report in accordance with the Corporations Act 2001, This includes responsibility for
the maintenance of adequate accounting records and internal controls that are designed to prevent
and detect fraud and error, and for the accounting policies and accounting estimates inherent in the
financial report.

Review approach

We conducted an independent review in order for the company to lodge the financial report with the
Australian Securities and Investments Commission. Cur review was conducted in accordance with
Australian Auditing Standards applicable to review engagements. For further explanation of a
review, visit our website htip:/iwww.pwe.com/aufinancialstatementaudit.

We performed procedures in order to state whether, on the basis of the procedures described,
anything has come to our atiention that would indicate that the financial report does not present
fairly, in accordance with the Corporations Act 2001, Accounting Standard AASB 134 Inferim
Financial Reporting and other mandalory financial reporting requiremenis in Australia, a view which
is consistent with our understanding of the consolidated entity’s financial position, and its
performance as represented by the resuits of its operations and cash flows.

We formed our statement on the basis of the review procedures performed, which included.

Liability is limited by the Accountant's Scheme under the Professional Standards Act 1894 (NSW)
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. inquiries of company personnel, and
. analyticai procedures applied to financial data.

Qur procedures include reading the other infermation included with the financial report {o determine
whether i contains any materizal inconsistencies with the financial report,

These procediires do not provide all the evidence that would be required in an audit, thus the level
of assurance provided is less than that given in an audif. We have not performed an audi, and
accordingly, we do nof express an audit opinion.

While we considered the effectiveness of management's internal controls over financial reporting
when determining the nature and exient of our procedures, our review was not designed to provide
assurance an internal controis,

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

Independence

In conducting our review, we followed appiicable independence requirements of Australian
professional ethical pronouncements and the Corporations Act 2001,

Pﬂawmé@ﬁﬂ&

PricewaterhcuseCoopers

John P O'Connor Perth
Partner 17 August 2005



Additional dividend/distributions information (dppendix 40 item 5)
Details of dividends/distributions declared or paid during or subsequent to the halfiyear ended 30 June 20605 are as follows:

fluka Resources Limited
Supplementary Appendix 41 information

Record Date | Payment date Type Amount per Total dividend | Franked amount per
security security

31 March 12 April 2005 Final 12.0 conts $27,949,721.88 | 6.0 cents

2003

16 3G September Interim 10.0 cents $23,291, 43490 | 5.0 cents

September 2005

2003
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