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Income Statements

far the vear ended 31 Decermber 20605

Hevenue

Other income

Expenses, excluding borrowing costs, exchange Iosses on foreign currency

barrowings, closure costs and impairment losses

Exchange losses on foreign currency borrowings

Interast and finance charges
Rehabilifation, restoration and ofher borrowing cast unwind

Total Borrawing costs

Closgre costs and impairment losses
{Lass) prafit befare income tax
Income tax benefit (axpense}
{Lass) prafit for the year

Profit attritutabie i minority interast

{Lass) prafit attrihutable to memiers of [luka Ressurees Limitad

Basic earnings per share

Diiuted 2arnings per share

Tha ahgove iacoma siataments shaell e v2ail i conjunelion with the aceamnpansag nolas,

2 sk Reso

s Limited ang G Fananniz

43

45

Cansodidated

Parent entity

2605 2404 2005 2064
$8 M M 5M
:: 94?? 8319 3272 3414
806 131 .__-._zq_._z.'. 21
gm0 - (s - 2523) L 203
e 88 s e a2
'.:.:;'{za.s) (23.7) ':_:'_-'-:.::(;9‘4} {22.8)
{14.7) {12.03 (4.0} (3.9
. 359) . £35.73 (2343 {26.7)
29521 L e ]
128) 1203 54,7 97.5
""" 41.3 {14.0) (zo.o} {21.5)
{715) 1063 '_"_'a_a._; 76.0
{14.4) as S )
{85.9) 4.8 1.7 76.0
Cents Cends
{36.9) 40.7
{36.9) 4.7



alance Sheets

as at 31 December 2505

ASSETS

Current assets
Cash and cash eguivalents
Receivables
Invenfaries
Derivative financial imstrumenis
Current tax assets
Other

Totad current assets

Non-current assets
Receivables
Irventaries
Other financiai assets
Property, plant and equipment
Derivative financial instrumenis
Deterred tay assets
Intangibie assets
Other

Totai non-current assets

Tatal assets

LIABILITIES

Current liahifities
Payahles
Trterast bearing liabilitias
Current tax Babiftias
Fravisizns
{thar
Drivazive finarcist instruniznts

Total wurrant liabilizies

Non-current lizhiities
Trterast bearing liabilitias
Defarrsd fax lishilities
Fravisizns
{thar
Drivagive finarcist instruniznts

Total ror-cirreat liabilitizs
Tata! liahiities
Net assets

EQUITY
Contriutad esuity
Resarvas
Retained profits
Parent antity inferset

Miroriy intarest

Total equity

The abows balanes shaslz shaull e vwzail in conjunction with the accompaniay notles,

Motes

10
11
12
11, 13

14
19
15
14
11
17
18
11, 20

21
22
24
23
11, 25
11

24
27
28
11, 29
11

30
13, 3lia
3Lib)

Consolidated

Paramt entify

2005 2004 2005 2004
$M M $M 54
136
1685 62.5
1531 484
2.3
410 42.3
3985 163.6 153.4
121 13168 1348
: &0 A 24
RREE 3 L6 ¥ B 8475
1,334.9 1,340.9 . 2742 285.7
6.3
B, 23.4
- 54.2 . 489
1,411.5 1,441.5 1,463.4 1,319.9
1,864.5 1,842.0 1,627.9 1,473.3
108.2 .35, 2.8
55.0 1459 48.5
2.0 “4.6
36.4 14.9 54
w8 780 1028
245.4 278.7 189.5
4265 263.0 4205 3454
- 115.4 214
. 211.4 67.5
------ 0.1 54,2 _ 489
0.2 - .
7395 744.0 523.1 483.0
1,107.4 9854 801.8 872.5
""" 7573 852.6 §25.2 200.8
5116 6110 6110 6110
o512 247 B34 22.9
206 157.5 160.6 166.9
“HB8E 793.2 8252 3008
683 5.4 .
757.1 852.6 825.2 ap0.8




Statements of Recognised Income and Expense

far the vear ended 31 Decermber 20605

Adjusiment on adoption of AASE 137 and AASE 139, net of tax, 1o

Retained profits

Hedge resene

Exchange differences on translation of foreign entities

Cash flow hedges, net of tax

Actuaris! flosses) gains on defined benefit fans

Met income (expense) recognised directly in eguity

{Lass} prafit for the

Total recognised (expense} income for the year

Tofal recognised incame and expense for the year is atiributable to:

Membars of Huka Resources Limited

Minority inferest

Tha ahove statersents of recognized incoma anil expeaze shaukl be reald in conjunction with the accamnanying notes,

4 sk Reso

year

s Limited ang G

Fananniz

.

Motes

3l
3l

31
3l
3l

Cansodidated

Parent entity

2005 2504 2005 2004

$hA M M &

(L9y .

‘ e [ )

329, (15) 302 .
{71.5) 1063 447 76.0
{39.5) 1048 749 76.0
152.4) 53.2 X 76.0

""" 129 114 . .
{39.5) 1048 749 76.0




Cash Flow Statements

for the yvear ended 31 Decembay 2065

Consolidated

2005 2004
Notes F3 M

Paramt entify

2005 2004
M M

Cash flows fram operating activities

Receipts fram custamers (inclusive of goods and services tau} L Q220G B804

2596 2847

Paymants to suppliers and employees {inclusive of goods and services tax) . .{?30.0) {664.1) - .{232.3) o {235.8)
Came. . 2163 23 489
Interest received . ) Gl e
Management fees received from controted entify - 1.5
Borrowing costs {26.5) {25.2}
Income tax paid {net) L%
GLoods and services tay received 35%.6 08
Payments for exploration exgenditure {14.0
Coal compensation receipis 40
Royaky incoma 6.8 T
Receipts from other operating activities s 149 . 0.8
Net cash inflow from operating activities 43 2279 136 368
Cash flows fram investing activities T I
Payments far property, plant and equipment {205.5) C(35.7) - {25.9}
Loans {fa} fram controlied antities - L {1021 o 75
Proceeds from sale of property, plant and equipmant 45 21.2 24
Net cash outfiow from investing activities {2010} {116.6) 6.4}
Cash flows frem financing activities AR
Proceeds from issues of shares . 34 L R 0.4
Praceeds from borrowings f'.:"._'238‘5 1031 clle3ss 875
Repayment of borrowings {102.8) {689 L£B4.3)y (67.1}
Dividends paid 33 L -.{51.2) {5L.2) L {512y X {51.2}
Dividends paid to mincrity interests in contyodled entities {£9) %) -
Net cash inflow {sutflow} from financing activities 76 {18.5) 103.9 {30.4}
Net increase in cash and cash eguivalents 46 8.4 R
Cash and cash equivalents at the begining of the year 13.6 o 5.7 -
Cash and cash eguivalents at the end of the year s 18.2 Be L
Financing arrangements 22,24
Marn-cash financing and investing activities 44

The above ash Fow staienernts shocll be reail b canjunelion with ke accompanyag nal=as,

Ln



Notes to the Financial Statements

far the yvear ended 31 Decermber 2005

NOTE 1.

The principal accouniing policies adegted in the preparation of the Financial
Report are set out betow. These policies have been censistently applied to all
the years presented, unless ctherwise stated. The Financiat Report includes
separate financial statements for Iluka Resources Limited as an individual
entity and ihe consotidated entity consisting of Iluka fesources Limited and its
subidiaries.

{a)

#

BASIS GF PREPARATION

This qeneral purpose financial report has been prepared in accordance
with Australian equivalents to International Financial Reporting
Standards {AIFRS), cther auihoritative prorouncements of the
Austrahian Accounting Siandards Board, Urgent Issues Group
Interpreiations and the Carporations Act 2001,

Compliance with IFRS

Austrahian Accounting Siandards include Australian equivalents 1o
International Financial Reporting Standards (IFRS). Campliance with
ATFTIS ensures the consalidated financial statements and notes of Duks
Fesouyces Limited comply with IFRS. The parent entity financial
statements and notes alse comply with IFRS axcept that it has elected
o apply the relief provided to parent entities in respect of cerfain
disciesuye requirements contained in AASE 132 financial Insiruments!
Fresentation and Disclosura,

Application of AASE 1 First-time Adoption of Australian
Eguivatents to Internationat Financial Reporting Standards

These financial statements are the first Juka Resources Limited
financial statements to be prepared in accordance with AIFRS. AASE 1
First-tima Adoptian of Australian Equivalents to Infernational Financial
feporting Sfandards has been applied in preparing these financial
statements.

Financial statements of Bukz Rescurces Limited until 31 December
2004 had been grepared in accordance with previous Australian
Generaily Accepied Accouniing Principles ("AGAAPY. AGAAP differsin
cartain respects from AIFRS. When pregaring Ituka Resources Limited
2005 financiad statements, maragement has amended cartain
zccounting, vaiuation and consclidation methads applied in the AGAAPR
financial statements to comply with AIFRS. With the exception of
financial instruments, the comparative figures in respect of 2064 were
restated to reflect these adjustments. The consolidated antity has faken
the exemption avaitable ander AASE 1 ta only apply AASE 132 Financia!
Instruments: Disclosure and Fresenfation and AASE 139 Financiat
Instruments: Recognition and Maasvremant from 1 January 2045,

Feconciliations and descrigfions of the effect of fransition from
previous AGAAP to AIFRS on the consolidated enfily's equily and its net
income are given in Note 47,

Early adoption of standard

The consolidated entity has elected to apply AASE 119 Emplover
Banefits fissued in Decamter 20043 to the annual reporting pericd
keginning 1 Jaruary 2605, This includes agplying AASB 119 to the
comparatives in accordance with AASE 103 Accownting Folicies,
Changes in Accounting Estimates and Errars,

sk Res

Fing Regirt 2005

.

SUMMARY OF SIGNIFICANT ACCOUMTING POLICIES

There a number of new accounting standards and interpretations that
are issled but nod effective af reperting date. These include:

AASE 20051 Cash Flow Hedge Accounting of Forecast Infra Group
Transactions;

AASB 20051 Cash Flow Hedge Accounting of Forecast Infra Group
Transactions,

BASE 200%4 Fair Valve Optiom

L4 & AASE 20055 Determining Whalher an Arrangament
Contains 3 Lesss,

UIGE & AASE 2005-5 Resloration and Environmental Rehabiitation
Funds,

AASE 200%% Financial Guaranter Confracts; and

AASE 7 Financiat Instruments Disclasuras.

The impact of the above standards has nof been assessed and the
impact, if any, on the financial statements of the consclidated entity and
parent entity cannat be reasonably determined.

Historical cost convention

These financial statements have been grepared under the historical
cost convention, as modified by the revaiuation of available-for-sale
financial assets, financial assefs and liabdities fncluding desivative

imsfruments} af fair vaiue through the income statement and cerfain
classes of property, mant and eguigment.

Critical accounting estimates

The preparation of financial statements in conformity with AIFRS
requires the use of cartain oritical accounting estimates, If alsa
requires management o exercise its judgement in the process of
applying the censolidated entity's accounting policies. The areas
imvolving 3 higher degree of judgement or complexty, or areas where
assumplions and estimates are significant to the financial statements,
are disclosed im Mote 2,

PRIMCIPLES OF CONSOLIDATION

(i) Suhsidiaries

The consolidated financiad statements incorporate the assets and
liabifities of all subsidiaries of Jula Resources Limited {"Campany®
ar “parent entity”} as at 31 Decembrer 2005 and ihe resulis of ali
subsidiaries for the year then ended. Duka Resources Limited and
its subsidiaries together are referred fo in thiz Fnancial Report as
tha Group or the corsolidated entify,

Subsidiaries are ail thase entities {including special purpose
anfities) over which the Group has the power to govern the
firancial and operating policies, generaliy accompanying a
shareheiding of more than one-half of the vofing rights. The
ayistence and effect of potential voling rights that are currently
exercisable or convertible are considered when assessing whether
the Group conirols another entity.

Subsidiaties are fully consolidated from the date on which contral
is transferred to the Group, They are de-consolidated from the
date control ceases.



Notes to the Financial Statements

for the yvear ended 31 December 2065

NOTE T,

{c}

{d}

The purchase method of accounting is used o account for the
acquisition of subsidiaries by the Group {refer to Mote 1igh.

Intercompany transactions, balances and unrealized gains on
trarsactions between Groug companies are eiminated. Unrealised
losses are also eliminated unless the transaction provides
evidence of the impairment of the asset transferred. Accounting
podicies of subsidiaries have been changed where necessary io
ensure consistency with the policies adopted by

the Groug.

Mincrity interests in the results and eguity of subsidiaries are
shown separately in the consolidated income statement and
baiance sheet respectiveby,

(it} Joint ventures

The consalidated entity has coal operation and titamum minerals
and zircon expicration activities which are conducted through joint
ventures with other parties,

The proportionate interesis in the assets, fiabilities and expenses
af the joint ventare operaticns have been incorporated in the
financial statements under the appropriate headings. Details of
joirt ventures are set out in Mote 42,

SEGMENT REPORTING

A business segment is a growp of assets and operations engaged in
providing products or services that are subject to risks and refurns that
are different to those of other business seqments. A geagyaghical
segment 15 engaged in providing products of services within
particular economic environment and is subject to risks and returns
that are different from these of segments operating in ather ecoromic
environments.

FGREIGN CURREMCY TRANSLATION

(i} Functional and presentation currency

Rems included in the financial statements of each of the Group’s
entitigs are measured using the currency of the primary ecoramic
emvironment in which the entity operates {“the functional
currency), The consclidated financial statemenis are presented in
Australian doars, which is Huke Resources Limited™s functicnal
amd presentaticn currency.

(it} Transactions and balances

Forgign currency fransactions are transizted inta the functionsd
currency g@sing the excharge rates prevailing at the dates of the
transactions. Foreign excharge gains ard losses reswting from
the setfiement of such transactions and from the translation at
vear-end exchange rates of manetary assets and liabilities
dencminated in foreign currencies are recognised in the income
statement, except when deferred in equity as gualifving cash flow
hedges and gualifying nef investment hedges.

Translaticn differences on nan-monetary items, such as equities
heid at fair value through the income statement, are reparted as
part of the fair value gain ar fess. Translation differences on non-

{=)

SUMMARY OF SEGNIFTCANT ACCOUNTENG POGLICTES icontinued?

morziary items, such as equifies classified as avadabledfor-sale
financial assefs, are included in the fair value reserve in eguity

(1ii) Foreign currency loans

Loars drawm down from entitias which are repayabla in foreign
currencies are translated to Australian doliars at exchange rates
applicable at year end.

(iv) Group companies

The results ard financial positicn of all the Group entities {hane of
which has the currency of a hyperinflationary economy) that have
a funetienat currency different from the preseniation currency are

transizted into the preseniation currency as folows:

»  assefs and liabilities for each balance sheet presented are
translated at the closing rate at the date of that balance
sheat;

~  income and expenses for each income statement are
translated at average exchange rates; and

»  al resulting exchange differences are recognised as a
separate componett of equity.

On consolidation, excharge differencas arising from the
transiation of any nef invesiment in foreign entities, and of
barrowings and ather currency instruments designated as hedges
af such invesiments, are taken to sharehalders' equity. When a
foreign operation is sold or berrawings regaid, a proportionate
share of such exchange differences are recogrised in the income
statement as part of the gain or loss an sale.

GLoodwill and faiy value adjustmentis arising on the acquisiticn of 2
foreign entify are treated as assets and lizbifities of the foreign
entity and translated zt the closing rate.

REVEMUE RECOGMITION

Revenue is measured at the fair value of the consideration received or
receivabie. Amounts disclosed #s revenue are net of returns, trade
alowances and duties and taxes pard. Revenue is recogrised for the
maor business activities as follows:

(i} Product sakes

Amounts are recognized as sales revenue when there has been a
passing of risk to a customar, and:

»  the product is in a form suitable for delivery and no further
processing is required by, or on behatf of, the conschidated
entity;

» the guantify, guadity and seliing price of the product can be
determined with reasonable accuracy; and

~  the product has been despatched to the customer and is no
longer under the Fhysical control of the consolidated entity ar
the customer has formally acknowledged fegal ownership of
the product including ali inherent risks, albeit that the product
may be stored in faciiities the consolidated entity comrals.

Gains and losses, including premiums gaid or received, in respect
af forward sales, options and other deferred delivery



Notes to the Financial Statements

far the yvear ended 31 Decermber 2005

NOTE 1.

if

arrargements which hedge anticipated revenuas from future
production, are deferred and included in sales revenue when the
hedged procesds are received.

INCOME TAX

The incame tax expense or revenue for the period is the fax pavable on
the currant period’s taxabie income based on the nationad income tax
rate for each jurisdiction adjusted by changes in deferred tax assets
and liabiities attributable to temporary difierences between the fax
bases of assets and liabilifies and their carrying amounts in the
financial statements, and ic unused tax 1osses,

Deferred fax assets and liabilities are recognised far tempaorary
differences ot the tax rates expected to apply when the assets are
recovered or liabilities are settied, based on those taw rates which are
enacted or substantvaly enacted for each jurisdicticn. The relevant fax
raies are applied to the cumuiative amounis of deductible and iaxabie
temacrary differences to measure the deferred tay asset or lability An
exception is made for certain temporary differences arising from the
initial recognition of an asset or a lakility, Mo deferred tax assef or
lizbifity is recogrized in reiztion 1o these temparary diferences if they
arose in a transacticn, other than a business combination, that at the
time of the transaction did not affect either accounting prafit or loss ar
taxable grofit or ioss.

Deferred fax assets are recogmised for deductitle temporary
differences and unused fax Iosses enly if it is probable that future
taxable amoums will be availabie to atilise those temporary differences
and losses.

Deferred fax liabilities and assets are not recogrized for femparary
differences between the carrying amount and tax bases of investments
in controfed entities where the parent entify is able to contred the
timing of the reversal of the temporary differences and it 12 probabie
that the differences wili mof reverse in the foreseeable future,

Current and deferred tax balances attributable to amounts recagrised
dirzctly in equity are also recognised directhy in equity,

Tax consolidation {egislation

Tluda Resources Limdted and its wholly-cwned Australian conirolled
eniities have implemented the tax consolidation legisiation as of 1
Jamuary 20064,

Cn adoption of the fax consolidation legislation, the entities in the tax
consolidated group entered inte a tax sharing agreement which, in the
opinion of the Directors, limits the joint and several liability of the
wiholly-owned entities in the case of a default by the head entity, Huka
Fesouyces Limited,

The entities have also entered into & tax funding agreement under
wihich the wholly-owned entities fully compensate Thika Resources
Lirmited for any current tax payable assumed and are compensated by
Tluda Resources Linkted for amy current tax receivalle and deferred tax
asEets relating to unused tax lasses or unused taw credits that are
transferrad io Jluka Resources Limited under the tax consolidaticn
legislation. The funding amounts are determined by reference ta the
amauts recegnised in the wholly-cwned entifies’ financial statements.

ks Resoureas Limited ang Somrolisd Eatitas

Finansizt Repory 2005

.

SUMMARY OF SIGNIFICANT ACCOUMTING POLICIES {(continped!

The amounts receivable/payable under the tay funding agreement are
due upon receipt of the funding advice fram the head entity, which is
issued as s00h as practicable affer the end of each financial vear. The
head entifty may also reguire payment of interim funding amounts to
assist with its chligations to pay tax instalments. The funding ameunis
are recoqmised as current infercompany recelvaties or payables,

ACEUISITIONS OF ASSETS

The purchase methad of accounting is used to account for &l
acquisiticns of assets Gncluding business combinations) regardiess aof
whether equity instrumants or other assets are acguired. Cost is
measured as the fair value of the assets given, shares issued or
liabifitigs incurred ar assumed at the date of exchange pius costs
dirzctiy attribufabie to the acquisition. Where equity instruments are
issued in an acquisition, the value of the instruments is their pulilished
market price as at the date of exchange unless, in rare circumsiances,
it can be demonsirated that the published price at the date of exchange
iz an urreliable indicator of faiy value and that other evidence and
valuation methods provide a more reliable measuye of fair vahie.
Transaction costs arising on the issue of equity instruments are
recognised directly in equity.

Identifiable assets acquired and liabiiities and confingent liatilities
assirmed in a business combination are measuyed initislly at their fair
values at the acquisition date, irresgective of the extent of any mincrity
imerest, The excess of the cost of acquisition over fhe fair value of the
consolidated entify’s share of the identifiable net assets acquired s
recorded as goodwill. If the cost of acqaisitian i 1gss than the fair
value of the net assets of the subsidiary acquired, the difference is
recognised directly in the income statement, but only after 2
reassessment of the identification and measurement of the net assets
aclised.

Where setflement of ny part of cash consideration is deferred, the
ameinis payvable in the future are discounted to their present value as
at the date of axchange. The discount rate used is the enfity's
incremental karrowing rate, being the rate at which a similar borrowing
coiidd be abdained from an independent financiar under comparable
terms and conditions.

Costs relating to the acquisition of new areas of interest are capitalised
as either exploration and evaluation expenditure, developmant
properties or mine progerties dependimg on the stage of developmant
reached af the date of acquisition.

Aliability for restructuring costs is recogmised as af the date of
acguizition of an enity or gart thereaf when there is & demonstrable
commmitment 1o the rastructuring of the acquired entity and a reliable
astimate of the amourt of the jizbility can be made.



Notes to the Financial Statements

for the yvear ended 31 December 2065

NOTE T,

{h}

{iy

{3

k)

CASH AMD CASH EQUIVALENTS

Cash and cash equivalents includes cash on hand, deposits held at call
with financial institutions, ather shari-term, highly liguid investments
with original maturities of three months or less that are readily
convartible ta knewn amounts of cash and which are subject to an
insigrificant risk of changes in value, and bank overdrafts. Banl
averdrafis are shown within Forrowings in current liabifities on the
baiance sheet.

TRADE RECEIVABLES

Trade receivables are recognised initially at fair value and subsequently
measured at amaortised cost, iess provision for doubdfel debts, Trade
and ciher recoivables are due for settiement no more than 80 days
from the date of recognition.

CoHectitility of tyade receivables is reviewed on an cngoing basis,
Debts which are known to be uncollectilile are written off. & provision
for doubtful receivables is established when there is objective evidence
that the consciidated antity will not be able to collect &l amounts dug
according to the original terms of receivables, The amount of the
provision is the difference between the asset’s carrying amount and the
present value of estimated fuiure cash flows, discounted at the
effective interest rate. The amcunt of the provizion is recogrised in the
income statement.

[MVENTORIES

Finished socds and work in progress inveniories have bean valued at
the lower of cost and estimated net realisable value.

Costs regresent weighted average cost and include direct costs and an
appropriste porfion of fived and variable cverhead expenditure,
including degreciation and amortisation.

Net readisable value is the amount estimated to be obiained from tha
sale of the item of inventory in the normal course of business, ess any
anticipated cosfs to be incurred prior to its sale.

Siores have been valued at weighted aversge cosf,

Obseiete or damaged inveniories have been valued at nef realizabie
value, A reguiar and ongeing review is underiaken to establish the
extent of surplus items, and a provision is made for any poteniial loss
ar theiy disposal.

NGN-CURRENT ASSETS (OR DISPOSAL GROUPS) HELD FOR RESALE

Mon-current assefs {or disposal groups} are classified s held far sale
and stated at the lower of their carrying amaount and fair value less
costs to seli i their carrying amount wiil e recavered principally
through a saie transaction rather than thycugh continuing use.

SUMMARY OF SEGNIFTCANT ACCOUNTENG POGLICTES icontinued?

Animpairment loss {5 recogrised for any initial or subsequent write
down of the assef for disposal group) {o fair value less costs fo sell A
gain is recogmised for any sulisequent increases in fair value less costs
to seli of an asset for disposal groupd, but not in axcess of any
cumulative impatrment 1oss previously recagnised. A gain or 1oss not
previcusiy recogrised by the date of the sale of the non-current assef
for disposal group) is recognised at the date of de-recogrition.

Mer-current assets (including those that are part of 2 dispoesal group)
are not depreciated or amoriised while they are classified as heid for
sale. Interast and other expenses atiributable to the fiabiitizs of a
disposal group classified as held for sale confinue to be recognised.

Merrcurrent assets classified as held for saie and the assets of 2
disposal growp classified as held for sale are presented separately from
tha other assefs in the balance sheet, The liabilities of 2 disposal group
classified as held for sale are presented separately from ofher
liabilifiez in the baiance sheet.

IMVESTMENTS AND OTHER FIMANCIAL ASSETS

From 1 January 2004 to 31 December 2004

The consakdated eniity has taken the exemption available under AASE 1
to apply AASE 132 and AASE 13% onby from 1 January 2005, The
consohidated entity has applied previcus AGAAP to the comparative
information on finapcial instruments within the scope of AASE 132 and
AASE 138,

Adjustments on transition date: 1 January 2005

The nature of the main adustments ta make this information comphy
with AASB 132 and AASE 139 are that, with the exception of held-to-
maturify imvestments and loans and receivabies which are measured at
artoriised cost {refer beiow), faiy value is the measurement basis. Fair
value is exclusive of transaction costs. Changes in fak value are either
talen to the income statement ar an equity reserve {refer below). At
the date of transition {1 Jamuary 20065} changes to carrying amounts
are taken to refained earmings or reserves,

For further information corcerming the adjustments on transition date
referance should be made to the folicwing notes:

Reserves and retzined profits - Mote 31

Explanadion of transition io AIFRS - Nate 47: section 4 of this note
discioses the agjusiment te each line item in the financis!
statements on transitian date.

From 1 January 2005

The consoldated endity classifies its investments in the following
categories: financial assets at fair value through income statement,
loans and receivables, held-to-matarity investments, and available-for-
sale financial assets, The dlassification depends on the purpose for
which the imvestments were acquired. Management determines the
classification of its investmants at initial recegnition and re-gvaluates
this designation 2t each reparting date,

The ordy investment category for the curreni and preceding year
is loans and receivables.
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Loans and receivables

Loans and receivabies are noa-darivative financia! assets with fived or
determinable payments that are not quoted in an active marlet. They
arise when the consoiidated entity provides money, goods oF services
directly io a debtor with ne intenticn of selling the receivable. They are
inciuded in current assets, except for those with maturifies greater than
12 menths after the baiance sheet date which are classified as non-
current assefs. Loans and receivables are included in receivabies in the
kalance sheet (Motes ¢ and 143,

DERIVATIVES

From 1 January 2004 to 31 December 2004

The consolidated entity has taken the exemplion available under AASE 1
to apply AASE 132 and AASE 139 from 1 January 2005, The
corsolidated entity has applied previous AGAAR in the comparative
imfcrmation on finandial instrurenis within the scope of AASE 132 and
AASE 139,

The feilowing sets cut how derivatives are accounied for under
previous AGAAR

{nterest rate swaps

The net amount raceivable ar payabie under interest rate swap
OFERTENS 15 progressively brough to account over the period {o
settiemnant. The ameouni recogmised is accounted for as an adiustment
o interest and finznce charges during the period and included in ather
debtors or ciher creditors at each reporting date.

Where an interest rate swap 15 termwnated early and the underlying
hedged transaction is:

{ay  stiil expected {0 occur as designated: the gains or lasses arising
an the swap upen its early fermination continue ta be deferred
and are progressively broughkt o account over the pariod during
which the hedged transactions are recognised; amd

5 nolonger expected fo occur as designated: the gains or losses
arising an the swap upon its early fermination are recogiised in
the income statement at the date of termination.

Forward foreign exchange contracts

Gains or costs arising from enfering info & contyact intended o hedge
the purchase or sale of goods or services, together with the
subsequent exchange gains or losses resuiting from remeasurement of
those contracts by reference to movements in spot exchange rates are
deferred in the balance sheet from the inception of the hedging
transaction g to the date of the purchase or sale and included in the
measurement of the purchase or sale,

Early termination of forward foreign exchange contracts is accounied
for on & basis consistent with inferest rate swaps {refer above}. For
koth inferest rate swaps and foreign exchange contracts, if the hedged
transaction is not expected {o occur as originally designated, or if the
hedge is no ionger expected to be effective, any previously deferred
gains or 10sses are recognised as revenue or expense immediately
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Gains and losses on specuistive foreign currency transactions are
brought to account as they arize. These gains and losses are measured
oy reference to moverments in the forward exchange rates for the
refative currencies.

Adjustments on transition date: 1 January 2005

The nature of the main adjustments te make this iformation comply
with AASE 132 and AASE 139 are that derivatives are measured on a
fair value basis. Changes in fair vahue are either taken to the incame
staternent or an equity reserve frefer beiow). At the date of transition
{1 Jaruary 2005} carrying amounts of derivatives previously classified
as ather liabilites were taken ta retained earmings or reserves,
depending on whather the oriteriz for hedge accounting was satisfied
at the fransition dafe.

Far further informaticn concarning the adjusiments on transition date
reference should be made fo:

Derivative financial instyuments - Mote 11;
Reserves and retained profits - Mote 31; and

Explanation of transition to AIFES - Mote 47 section 4 of this note
disclases the adstment to each lme item in the financial
statements on transition date.

From 1 Janvary 2005

Gerivatives are imfially recognised at fair value on the date a derivative
contract is entered into and are subseguently remeasured ta their fair
vatue at balance date. The method of recogmising the resuiting gain or
Ioss depends on whether the derivative is designated zs a hedging
instrument, and if 50, the nature of the tem being hedged. The
consolidated entity designates certain derivatives as either: {1) hedges
af the fair value of recogmised assets or liahilities ar a firm commitment
{fair value hedgey; or {2} hedges of highly probable forecast
transactions {cash flow hedges).

At the incephion of the transaction, the consolidated entity documents
the relationship between hedging instruments and hedged items, as
wili 83 its risk management objective and strategy for underfaking
various hedge transactians. The consolidated entity aiso documents its
assessment, both at transaction inception and on an cngoing basis, of
whether the derivatives that are used in hedging trarsactions have
peen and will continue to be highly effective in offsetting changes in fair
vakies or cash flows of hedged items.

The fair values of varicus derivative financial instruments used for
hedging gurposes are disclosed in Motz 11, Movements in the hedging
reserve in shareholders' eqguity are shown in Note 31,

(i) Fair value hedge

Changes in the fair value of derivatives that are designated and
qualify as fair vaiue hedges are recorded in the income siatement,
together with 2y changes in the fair value of the hedged assef ar
liability that are attributable to the hedged risk.

(it} Cash flow hedge

The effective portion of changes in the fair value of derivatives
that are designated and qualify as cash fiow hedges is recognised
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in equity in the hedging reserve. The gain or loss refating o the
ineffective mortian is recogmised immediately in the incomme
statement.

Ameints accumulated in equity are recycled in the incomae
statement in the periods when the hedged item wili affect profit or
loss {for instance when the forecast sale that is hedged takes
place}, However, when the forecast transaction that is hedged
resulis in the recognition of a nendinancial asset {for example,
inventary} or a non-financial liability, the gains and losses
previcasly deferred in equity are transferred from eguily and
inclgded in the measurement of the initial cost or carrying amaunt
af the asset or Lability

When a hedging instrument expires or is sofd or terminated, or
whan a hedge no longer meets the criteria for hedge accounting,
ary cumulative gain or loss existing in equity at that time remains
in equity and is recogrised when the foracsst fransaction is
ulimately recognised in the income statement. Yhen a farecast
trarsaction is ne lorger expected to accuy, the cumuiative gain or
loss that was reparted in equity is immediately transferred 1o the
income statement.

(iii) Derivatives that do not qualify for hedge accounting

Certain derivative instruments do not qualify for hedge accounting.
Changes in the fair vaiue of any derivative instrument that dogs
not quaiify for hedge accounting are recognised immrediately in the
income statement,

FAIR VALUE ESTIMATION

The fair waiue of financial assets and financial lisbilities must be
estimated for recogmition, measurement and disclosure purposes.

The fair vaiue of financial instruments fraded in active markets {such as
publicly traded derivatives, and trading and availabie-for-zale
securittas) is based on quoied markef prices at the balance sheet date.
The quated market price used for financial assets held by the
comsalidated entity is the current bid price; the appropriate guoted
markat price for financial liabilities is the current ask price.

The fair walue of financial instruments that are naot traded in an active
maricet {for examle, cver-the-counter derivativas) is determined using
valuation technigues. The consohidated entity uses a variety of methods
and makes assumptions that are based on market conditions existing at
each batance date. Quoted market prices or dealer quotes for simifar
instruments are used for lorg-term debt instruments held. Cther
techniques, such as estimated discounted cash flows, are used fo
determing fair value for the remaining financial instrumants.

The fair vaiue of interest rate swaps is calculated as the present vaiue
af the estimated future cash Hows. The fair value of farward exchange
contyacts is determined using forward exchange market rates af the
baiance sheet date.

The nominal value jess estimated credit adjustments of {rade
receivables and payables are assumed o approximate their fair vakies.
The fair vaiue of financial liabilities for disclosure purposes is estimated
by dizcounting the future contractual cash flowes at the current market

{0}

{0}

SUMMARY OF SEGNIFTCANT ACCOUNTEING POGLICTES icontinued?

interest rate that is available ta the consalidated eniity for similar
financial instruments.

PROPERTY, PLANT AND EQUIPMENT

Land and tuildings are shawn at historical cost, less subsequant
depraciation for buildings. Al other praperty plani and equipment is
stated at historical cost less depreciation. Historicad cost includes
axpenditure that is directly attributable to the acguisition of the items.
Land is not depreciated.

Subseguent costs are included in the asset’s carrying amount or
recoqmised as a separate assef, as appropriate, only when itis
probable that future economic benefits associated with the item wili
flow to the consolidated entity and the cost of the item can be
measured relisbly, All ather repairs and maintenznce are charged o the
income statement during the financial period in which they are incurred.

Mine specific plant, machinery and equipment refers to plant,
machinery and aquipment for which the econamic useful life cannot
extend beyand the life of itz hast mine.

Depreciation and zmartisation of mine buildings, reserves and
deveiegment and mine specific plant, machirery and equipment is
provided for over the ife of the relevant mine or asset, whichaver s
the shorfer. Depreciaticn and asnortisation is determined on a straight
line Basiz. The expected useful lives are as follows:

Mine buildings: the shorier of applicable mine iife and 25 years;

Mine specific plart: the shorter of applicable mine or asset iife anpd
25 years, depending on the nature of the asset;
Reserves and development: the applicable mine life; and

Other nen mine specific: 3-25 years.

The reserves and life of each mine and the remairing usefui life of sach
class of assef are reassessed at yegular intervals and the depreciation
rates adjusted accordingd.

IMTAMGIBLE ASSETS

(i} Patents and trademarks

Sigrificant costs asscciated with patents and trademarks ara
deferred and amortised on 2 straight line basis over the periods of
their expected bonefit,

{(ii) Rovalty income and amortisation of royalty assets

Royalty income included in the consolidated entity is recognised as
ravenue using an accrual basis. Under the ierms of the royaliy
agresments, rayally income is received an a quarterly basis and
any under or over accrual applicable to previcusly recogrised
rovaity incame is adjusted for based on the receipt of the royaity
income entitlement.

11
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The rovalty entitlement asset (Mining Area T included in
intangible assefs is stated at cost igss accumulated amertisation.
The cost of the assel is amortised on 3 straight line basis =0 as to
wirite off the cost over its estimated usefub life of 25 years.

TRADE ANE OTHER PAYABLES

These amounts represent liabilities for goods and services provided to
the consohidated entify pricr fo the end of financial year which are
unpaid. The amtounts are unsecured and are usualiy pard within 30 days
of recagnition.

BORROWINGS

Borrowings are initialy recognised af fair vaiue, nef of transaction
cosfs incurred. Borrowings are subsequently measured at amorfised
cost. Any difference efween the proceeds {net of transaction costs)
and the redemption amount is recogrised in the income statement over
the periad of the borrowings using the effective inferest methed.

Borrowings are classified as current liabilifies unless the consolidated
entily has an uncordiional right to defer settlement of the liability for
at izast 12 months after the balance sheet date.

The consolidated entity has taken the exemption avallable under AASE 1
to apply AASE 132 and AASE 139 from 1 January 2005, The
consolidated entity has applied previous AGAAR in the comparative
imfcrmation on financial instrurents within the scope of AASE 132 and
AASE 139, Under previoss AGAAR transaction costs were excluded from
the amounts disclased in the financial statements. Under AIFES =uch
cosfs are included in the carrying amounis.

BORROWING COSTS

Borrowing costs are recogrised as expenses in the period inwhich they
are incuyred, except where they are included in the costs of gualifying
assets, Hualifying assels are asseis that take more than 12 months to
prepare for their imended use or sale,

The capitalization rate used ta defermine the ameunt of borrowing
cosfs to be capifalised is the weighted average interest rate applicable
to the entity's cutstanding borrowings during the year. The weighted
average imerest rate applied in the current year was 6.095 (20040 5.94%)
Borrowing costs include:

interest on bank cverdrafts and shart-term and leng-term
borrowings, including amownts paid ar recelved on interest rate
SWaps;

amtortisation af anciliary cosis incurred in cornection with the
arrangement of Gorrowings; and

finznce lease charges.

PROVISIONS

Provisians for legad claims are recognised when:

the consolidated entify has & present jegal obligation a5 & result of
past pyents;
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SUMIMARY OF SIGNIFICANT ACCOUMTING POLICIES {(continped!

it is more likely tharn not that an cutilow of resaurces will be
required to settle the obligation; and

the amocunt has been reliably estimated.
Provisions are not recogrised for future operating losses.

Where there are a number of similar obligaticns, the lilelihood that an
auiflow wiil be reguived on setflement is determined by cansidering the
class of obligations as a whole, A provision is reccanised even if the
likedihood of an outflow with respect to any one item included in the
same class of chligations may be small.

EMPLGYEE BENEFITS

(i) Wages and salaries, annual leave and sick feave

Liabilities far wages and salaries, incuding nam-menetary
penefits, annmual leave and accumulating sicl leave expectad to be
settled within 12 menths of the reporiing date are reccgnised in
cuyrent liabilities - payables. Lisbiities for non-accumuigting sick
leave are recogrised when the leave is taken and measured at the
rates paid ar pavabie.

(if) Long service leave

The lizbilty for iong service leave is recognised in the provision
for employes benefiis and measured as the present value of
aypacted futare payments io be made in respect of services
provided by employees up o the reporfing date. Consideration is
qiven to expected future wage and saiary levels, experience of
ampicyee departures and periods of service. Expected future
payments are discounted using market yields at the reporting date
an nationad government bonds with terms to maturity and
cuyrency that match, as dosely as possible, the estimated future
cash outfiows,

{ili} Retirement henefit obligations

Ml emplovees of the censolidated entity are entitled to benefits an
retivemant, disability or death from the consclidated entity’s
superannuaticn plans. The consolidated entity has defined benefit
section and an accumuiation ype benefits section within ifts plans,
The defined benefit section provides defined lump sus bepefits
based on years of service and finad average salary. The
accurmuiatian type benefits section receives fived cantributicns
from consclidated entity comparies and the consciidated entity's
legal ar constructive abligation is limited to these contrilutions,

A liability or asset in respect of defined benefit superannuation
plans is recognised in the kalanee sheet, and is measured as the
presant value of the defined benefit obiigation at the reporting
date glus actuarial gains {less actuarial losses) iess the fair value
af the superanruation fund's asseis af that date and any
unrecognised past service cost, The present vaiue of the defined
penefit obigation is based on expected future payments which
arise from membership of the fund to the reporting date,
caioated annualiy by independent actuarias using the projected
unit cradit mathod. Consideration is given to expected future wage
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and salary levels, experience of employee departures and geriods
af service,

Expected fulure payments are discounied using market yvields ot
the reporting date on national govermment tonds with terms fo
maturify and currency that match, as closely as possible, the
estimated future cash outflows,

Actuariai gains and lesses arising from experience adpstments
and changes in actuarial assumations are charged or credited to
equity over the emgloyees’ expected average remaiming worling
lives.

Past service costs are recognized immediately in income, unless
the changes to the superannuation fund are conditional on the
employvess remaiming in service for @ specified period of time {the
vesting pericd). In this case, the past service casts are amartised
an a straight-lne basis over the vesting period.

Future taxes that are funded by the consciidated entity and are
part of the provision of the existing benefit obiigation {ag. tawes on
investment incorte and emplayer contributions) are taken into
accoumt in measuring the net liability or asset.

Contritutions to the accumuiation fund are recegnised as an
expense a5 they become payable. Prepaid contributions are
recogmised as an asset to the extent that a cash refund or
reduction in the future payments is available,

Share-hased payments

Share-based compensation benefits are provided to employees via
the Performance Incentive Plam, the Directors’, Executives’ and
Employees’ Share Acquisition Plan and the Employee Share
Owenarship scheme. Information relating to these schemes is sef
out in Mate 46,

The fair vaiue of shares granted under the Performance Incentive
Plzan is determined to be the desing share price on the grant date.
The fair vaiue of the grant is charged as an arpense thraugh the
income statement on a straight-iine basis befween the grant date
and the vesting date of entitlements.

The fair vaiue of entitlements offered under the Plan has been
determined by reference to an option pricing model. This fair value
is recogrised as ar expense thraugh the income statement on a
straight-iine basis between the offer date and the vesting date for
each respactive plan.

Shares grovided under the Employee Share Ownership schema are
puychased an-market, with the purchase cost being recognised as
an empoyes benefits expense.

Profit-sharing and bonus plans

The consalidated entily recognises a liabilify and an expense for
benuses and profit-sharing based on a formala that takes inte
consideration the profit attributable fo the Company's
shareholders affer certain adjustments. The consalidated entity
recogmises a provision where contractuaily obliged or where therg
is & past practice that has created a canstruchive obligation.

v

{w}

()

(v}

@

CONTRIBUTED EQUITY
Ordinary shares are classified as equity.

Incremental costs directly attrifiuiable to the issue of new shares or
aptions are shown in equity as 2 deduction, net of tax, from the
proceeds, Incremental costs directly attributable to the issue of new
shares or options for the acquisition of 2 business, are net included in
the cost of the acquisition #s part of the purchase consideration.

DIVIDEMDS

Provisicn is made for the amount of any dividend declared on or before
the end of the financial year but not distributed at balance date.

EARMINGS PER SHARE

(i} Basic earnings per share

Basic earnings per share is calculated &y dividing the profit
attribuiable to equity helders of the company, excluding any costs
af servicing equity cther than ordinary shares, by the weighted
average number of ordinary shares outstanding during the
financial year, adjusted far benus elements in ordinary shares
issted during the year.

(ii) DHuted earnings per share

Dituied earmings per share adjusts the figures used in the
determination af asic earnings per share io take into accouni the
after income tax effect of interest and ciher financing costs
assaciated with diutive potential ordimary shares and the
weighted average number of shares assumed to have een issued
for fio censideration in relation {o dilutive gotertial

ardmary shares,

FINAMCIAL INSTRUMENT TRANSACTION COSTS

The consakdated entity has taken the exemption available under AASE 1
to apply AASE 132 and AASE 13% from 1 danuary 2005, The
consobidated entity has apglied previcus AGAAP in the comparative
information on finarcial insiruments within the scope of AASE 132 ard
AASE 130, Under previous AGAAR transaction costs were excluded from
the amounts discicsed in the financial statements. Under AIFRS, such
costs are included in the carrying amaunts. Af the date of transition to
AASE 137 and AASE 139 the adjustinent to carrying amaunts for the
consobdated entity was immaterial.

PROJECT EXPLORATION, EVALUATION AND DEVELOPMENT
EXPEMDITURE

Explaraticn and evaivation expenditure is accumulated separately for
each aroa of inferest in accordance with AASE & Exploration snd
Evalustion of Mineral Resourees. Such expenditure comprises net direct
costs and an appropriate portion of related overbesd expenditare,

Expenditure is carsied forward when incurred in areas for which the
consohdated entify has rights of tenure and where eccnomic
minerakisation is indicated, but activities have nat yei reached a stage

13
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wihich permits @ reasonable assessmant of the existence or otherwise
of ecenomically recoverabie reserves and active and significant
opergtions in relatien to the area are continuing. Each such project is
regulariy reviewed. If the project is abandoned or if if is considered
unkikely the project wili procesed 1o developrent, accumulated costs to
that paint are written off immediately,

Each area of interest is limited to a size related to a knowen or probable
mineral resource capable of supporting a mining operation.

Tdentifiable explaraticn assefs acquired from another mining comgany
are recognised as assets at their cost of acquisition, as defermined by
the requirements of AASE 3 Businass Combinatians.

Projects are advanced to development status when i is expected that
accumuiated and future expenditure can be recouped through project
development or sale, Capitalised expicration is transferred to mine
reserves once the related ore Bedy has achieved JORC reserve status
and has been included in the iife of mine plan.

Direct costs associated with the commissioning of plant and equipment
are capitalised and included in property, plant and equipment. Pre-
CORMMSSIOning costs in festing the processing plant are atso
capitalised,

Al the above expenditure is carried farward up to commencement of
opergtions at which time it is amartised in accordance with the poficy
stated in Mote 1o}

NOM-CURRENT ASSETS CONSTRUCTED BY THE
CONSOLIDATED ENTITY

The cost of nor-current assets constracted by the consolidated entity
includes the cost of all materials used in construction, direct labour on
the project, project management costs, borrowing costs incurred during
constraction and an approprizte proportion of variable and

fived overheads.

Borrowing costs included in the cost of non-current assefs are those
cosfs that wauld have been aveided if the expenditure an the
construction of the assefs had not been made.

REHABILITATION AND MIME CLOSURE COSTS

The consolidated entity has obligations to dismantie, remave, restore
and rehatvlitate certain items of property, plant and equipment.

Under AASE 138 Property, Planf and Eguipment, the cost of an asset
must include any estimated costs of dismaniling and removing the asset
and resioring the site on which it is lccated. The capitalised
rehabiiitation and mine closure costs are depreciated {along with the
other costs included in the asset} over the asset's useful iife. The
depreciation expense is included in the cost of sales of goods.

AASE 137 Provisions, Canfingent Lisbilities and Confingent Assats
requires & provision to be raised for the present value of the estimated
cost of settling the rehabiiitation and restoration obligations existing at
katance date. The estimated costs are discounted using a pre-tay
discount rate that reflects the time value of maney. The discount rate
must nof reflect risks for which future cash flow estimates have been
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SUMMARY OF SIGNIFICANT ACCOUMTING POLICIES (continued!

adiusted. A discount rate of 6,055 (2604 6,04 has been used in
calodating the rehabilitation and restoration provisians of the
consolidated eatity,

As the value of the provision represents the discounted value of the
presem chbligation {o resiore, dismanile ard rehabiliiaie, the increase in
the prowision due to the passage of fime is recogrised as a barrowing
cosf, This borrowing cost is excluded from the cost of sates of goods.

RECOVERABLE AMOUNT OF MON-CURRENMT ASSETS

AASE 136 Impairment of Assets requires that depreciable assets that
are subiect to amertisation are reviewed for impairment whenever
avenis or changes in circemstances indicate that the carrying ameount
may not be recoverable, An impairment 1055 is recognised for the
amount by which the asset’s carrying amount exceeds its recoversble
amouni. The recoverable amount is the higher of an asset’s fair vaiue
less costs to seli and vahie in use. Where there is no tinding sale
agreement or active market, fair value less costs o sedl = based on the
pest information available to reflect the amount the consolidated entity
coud receive far the Cash Generating Umit in an arms length
transaction. For the purgoses of assessing impaiyment, assets are
grouped at the lowest levels far which there are sepayately ideniifizble
cash flows (Cash Generating Unis)

The estimates of future cash flows for each Cash Generating Unit are
pased on significant assumptions including:

estimates of the quantities of mireral reserves and resources far
which there is a high degree of confidence of aconomic extraction;

future production ievats and the ability to sell that praduaction;

future product prices based on the consclidated atity's
assessmant of short and lang ferm prices for each of the key
products;

future exchange rates for the Australian Dollar compared fo the US
Dedlar using axternal forecasts by recognised market
commentatars;

future cash costs of productian, sustaining capital expenditure,
rehabilitation and mine closure; and

the asset specific discount rate applicable to the Cash Generating
Unit, based upon the conschdated entity's weighted average cost
of capital.

OVERBURDEN COSTS

Expenditure associated with the remeovat of mine overburden is
deferred and charged to the incame staterment over iis useful iife,
which typicaily does not exceed one yeat.

RESTRUCTURING COSTS

Liabilities arising directty from undertaking & restructuring program, mot
in cornecticn with the acquisitton of an entity or aperations, are
recognised when a defailed plar of the restructuring activity has been
developed and implemeniation of the restracturing program as glanned
has commenced, by either emtering into contracts to undertake the
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ACCOUNTING PCOLICIES fcontinued?

restructuying activilies or making a detailed announcement such that
affected parties are in no doult the restructuring program wiil procead.

Liabilities far the cost of restructuring entifies or operations acquired
are recagnised as af the date of acguisition of an entity, ar part thereof,
if the main features of the restructuring were planned and there was a
demanstrable commitment to the restructuring by the acguired entity at
the sequisition date.

The cost of restructuring grovided far, other than related emploves
termination benefits, is the estimated cash flows, having regard 1 the
risks of the restructuring activities, discounted using market yvields at
baiance date on national gavernmant guaranteed bonds with terms to
maturity and currency that match, as closely as possible, the ewpected
future payments, where the effect of discounting is material.

Liabilities far employes terminatian benefits associated with
restructurings ave brought to account on the basis described in the
acceunting palicy note for empioyes benefits Mote 1w}y, Liabilities for
costs of resiructurings and related employee fermination benefits are
dizclosed in aggregate where the restructuring accuys as
consequence of an scguisition,

MAINTEMANCE AND REPAIRS

Certain items of plant used in the primary extraction, separation and
secondary processing of extracted minerals are subject to maor
averhaui on a cyclical basis. Costs imcurred during such averhauis are
characterised as either in the nature of capital or in the nature of
repaiys and maintenance, Work parformed may involve:

it the replacement of 3 discrete sub-component assef, in which case
an asset addiion is recognised and the book value of the replaced
item is written off; and

{Hy  demonstrably extending the usefid life or functionality of an
existing asset, inwhich case the relevant costis added o the
capitalised cost of the asset in question.

Cosfs incurred during a major cyclicad cverhau! which do not constitute
(it or {it} abave, are written off as repairs and maintenance as incurred.
Cosfs guadifying for capitalisation under {iY or {ii} above are
subsequently depreciated in accordance with Note 1{oh.

General repairs and maintenance which are nof characterised as part
af a majer cyclical overhaui are written off 25 incurred.

ROUMDING DF AMOUNTS

The Company is of a kind referred to in Class order S8/0100, issred by
the Australian Securities and Investments Commission, relating 1o the
*rounding off' of amounts in the Financial #epori. Amounis in the
Finarcial Report have been rounded off in accordance with that Class
Order to the nearest hundred thousand dollars, or in certain cases, the
nearest dolias.

MOTE 2.

CRITICAL ACCOUNTING ESTIMATES
AND JUBGEMENTS

Estimates and judgermenis are continuzlly evaluated and are based on
historical exparience and other factars, inciuding expectations of future events
that are believed {0 be reasonable under the circumstances.

{a)

CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS

The consabdated entity makes estimates and assumptians cancerning
the future. The resulting accounting estimates wiil, by definitian, seldom
equd the related actoal residis, The estimates and assumptions that
have & sigrificant risl of causing a material adjustment ic the carrying
amounts of assets and liabilities within the next financial year are
discussed betow:

(1Y {mpairment of assets

Tha recoverable amount of each Cash Generating Unit (CEUY is
determingd as the higher of value-in-use and fair value less costs
io sell, n accordance with accounting policy L{ac). Thesa
catcutations require the use of estimates, which have been
outlined in accounting pobcy 1{ac).

Given the nature of the conschdatad entity's mining activities,
future charges in long term assumpdions upor wihich these
estimates are based, may give rise to material adjustment to the
carrying value of the CGU. This could lead to a reversal of part, or
all, of impairment losses recorded in the yesr 1o 31 December
2005, or the recognition of zdditicnal impairment losses in the
future {refer to Mote 16 and Mote 18 for details of impairment
lasses}. The inter-relationshins of the significant assumpions
upon which estimated fuiure cash flows are based, however, ate
such that it is impracticabie to disciose the extent of the possitle
efiects of 2 change in a key assumptian in izsalatien.

Due 1o the nature of the assumptions and their significance to the
assessment of the recoverable amount of each CGU, relatively
modest changes in cne or more assumptions could require a
materiat adjustment to the carrying value of the related non-
current assefs within the next reporting period.

The key sources of estimation uncertainty are sef out belows:

»  estimates of the finad capital cost for the Murray Basin
Bouglas mine development;

»  future aperating costs for the Murray Basin Douglas mine;

» future capital and operating costs for the Morthern RMurray
Basin development for which additional information wili
become avallable in the next financial year;

»  estimates of short and 1ang term exchange rates between the
Ausiralian and US dedlars, which are based on forecasts by
recogised indegendent market commentators;

»  estimates of lang ferm sales prices for titanium minerals and
zireon products;

» the completion of the pre-feasibility study for the Cataby
mine development in the Mid West of Western Australia; and

» the completion of the pre-feasibility study for the Brink wine
development in Virginia, United States,
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MOTE 2. CRITICAL ACCOUNTING ESTIMATESR AND JUDGEMENTS {continned!

(i} Exploration and evaluation expenditure b} CRITICAL JUDGEMENTS IN APPLYING THE ENTITY'S ACCOUNTING

Expenditure with a value of $4.3 million which does not form part POLICIES

af the Cash Generating Units assessed for impairment has been (i) Derivative finaacial instruments
carried forward in accordance with policy Liz) on the basis that
Forward foreign exchange contracts with an aggregate face value

exploration and evatuation activities have nof yet reached a stage
of US$129.0 miltion and currency options of US$66.0 million have

which permifs 8 reasonabie assessment of the existence or
been designated as cash flow hedges and accounted for in

accordarce with Mote 1imy and {n). Management's assessment is
that the derivatives have been highly effective in offsetling
changes in the fair value of the future cash flows against which

ofherwise of economically recoverable reserves and active and
significant cperations in relation to the area are continuing. Inthe
event that significant operations cease and/or econamicaily

recoverable reservas are not assessed as being present, this
they have been designated and, as such, movements in the fair

value {net of tax} of $7.1 million that would ctherwise have bean

expendiure will be expensed to the Income Statement,

{iii} Rehabilitation and mine closure provisions recordad directly in the Income Siatement have lreen deferred in

A5 et out in note Uab), the value of these provisions represents the Hedging Reserve.

the discounted value of the presant obligation ta restore, tif) Recovery of deferred tax assets

dismantle and rehabiiitate cerfain items of property, Want and
Met deferred tax asseis of $23.4 million are carsied in respect of

the US operations, inclading 312.2 millicn atfribuiable to tax

eguigment. The discounted vaive reflects a combination of
management’s assessment of the cost of performing the worl

required, the timing of the cash flows and the discount rate of 495, losses. Management has assessed that it is probable that these

tax Iosses wili be recoverable against future taxabie profits fo be
& change in any, ar a combination, af the three key assumptians generated in the US.

used to determine the mrovisions coudd have a material impact fo
the carrying value of the provision {refer to Mote 28). In the case
of provisions for assets which remain in use, adjusiments to the
carrying value of the provision are oifset by a change in the
carrying value of the related asset. Where the provisions are for
assets no fonger in use, the adiustment is reflected divectly inthe
Income Statement,

(v} Income tax

The consalidated entity is subject to income tares in Austrabiz and
the US. Significant judgement is required in determining the
worldwide provision far income faxes. There are many
trarsactions and calcuiations for which the ullimate defermination
is not finaksed untii statutary fax returns are lodged with the
apprapriate authorities, Where the final tax ouicome of these
matters is differemt from the amounts that were initiaily recorded,
such differences will impact the current and deferred tax
provisions in the pericd in which such determsnation is made
which is usualiy the subseguent financiz! vear.

The ey zssumpticns made regarding the income tax expense for
the current yesr are the deduciibility for fax purpases of ali
closure costs relating ta the US operation, the leved of research
and development expendifure that will guakify for concessional tax
deducticns and the level of capital gains on asset disposais that
can be shielded by available capitat losses.

14 sk Besnaress Lim Regirt 2005
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HOTE 3. SEGMENT INFORMATION

PRIMARY REPGRTING FGRMAT - BUSIMESS SEGMENTS

2605

Sates to external customers
Cthar revenuesincome

Totad seqimet ravenue/incama

Segment resutt Sefore aciable items and impairment losses
Florida/Geargia closure costs and impairment iosses

Wid West and Murray Basin impairment losses

Met gain on disposal of property, plant and equipment

Coal compensation

Mardel rovalty

Deferred sefttament

Segment resutt

Fehabilitation, restoration and other barrowing cost umeind
Interest and finance costs

Corparate administration and finance

Interest revenue

Lass before income fax

Income tax tenefit

Lass for the year

Segment assets
Unaliocated assefs

Total assets

Segment liahiities
Unaliocated liatlities

Totad abilities

Acquisitions of proparty, plant and equipment
and other non-current seament assets

Depreciation and amortisation expense
Florida/Geargia ~ impairment josses
Mid West and Murray Basin - impairment iosses

Cther nor-cash expenses

Titanium
Mirerals and Fron Qre
Zireen Coal Royalty Unalletaiad Consolidated

M M M &M 2

8806
27.4

908.9

1522
Ly
S asal1)
- ‘233

{119.7)

120 44 0.4 . 125.4
T ——— ———— ——— -
e ——— ———— —— 1
—— — ——— ——— —
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NGTE 3. SEGMENT INFORMATION lcontinued?

PRIMARY REPORTING FORMAT ~ BUSIMNESS SEGMENTS

2004
Eales to external custommers
Other revense/incomme

Total segrent revenue/incoma

ESegrent result befare notable items

Met gain foss) an disposal of property, glant and equipment
Coal compensation

Mardel royaity incame

Deferred settlement

ESegrment result

Rehabilifation, resioration and ofher borrowing cast unwind
Interest and finance costs

Exchange losses on foreign cuyrancy Borrowings

Corporate administration and finance

Interest reveanyge

Profit before incaomte tax

Income tax expense

Profit for the year

Segment assets
Unallocated assets
Total assets
Segrent liahilities
Unallocated fiabilities
Total liahilities

Acquisitions of property, plamt and equipment
and other non-currant seqment assets

Depreciation and amaortisation expense

Other nonm-cash expenses

15 Tska Resoureas Limited aed &

Filanium
Minerals and Iren Ore
Zircon Coal Foyally HUrallocated Consolidated
M i M B M
785.3 343 - 312.6
87 5.8 9l 2.0 254
794.0 9.9 9l 2.0 345.0
154.6 113 87 - 174.4
L7 {0.5) - 1z
- 4.0 - 4.0
- 21 - 21
- 15 15
156.3 16.9 a7 15 183.4
{12.0}
{23.7}
{8.8}
{191}
0.5
120.3
{14.0}
106.3
1,730.8 93 133 - 13334
8.6
18420
447 .8 6.2 - 454.0
535.4
085.4
2378 4.2 - 242.0
1183 33 0.4 - 122.0
11.6 0.3 - 119

Fananniz
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HOTE 3. BEGMENT

INFORMATION
foontinued?

SECONDARY REPORTING FORMAT
- GEDGRAPHICAL SEGMENTS

Bustralia
WA pre-asset sales and impairment losses

WA asset sales
Mid West impairment losses

Tatal WA operations

CRL pre-asset sales
CRL asset sales
Totat CRL - Qid operatians

MNSW coal operations

Mardell rovalty and ather asset sales
Coal compensation

Deferred seftlement

Mardel rovalty income

Tatat NSW aperations

Murray Basin pra-impairment losses
Muryay Basin impairment losses

Tatat Murray Basin
MaC
Unallocated

USA

USA - Flarida/Georgiz pre-closure costs
ard impairment losses

USA - Flarida/Georgia closure costs and
impaiyment {osses

USA - Virginia
Tatat USA Operations

WA -~ Waestern Australia

CRL - Consolidated Rutile Limited
(id - Gueensland

MSWY - New South Wales

Acnuisilions of
properly, plant &

Segment revenie Segment enuipment & olher
from sales Lo exisrnal depreciation & ron-Clurrent
customers Segment resull Segment assels amertisaiion segment azsefs
2605 2004 2005 2404 2065 2004 2065 2004 2065 2004
S BM M M F30] E20) M M M B
621? 5744 1333 1,038._3_ - 1,011.2 F31 453
: ; 17 S "
. . (96.1) . - .
621.7 - 5744 135.0 M2z Lol 921 31 123.2 353
118.6 E 80.9 118 1855 199.4 .ZZ._'}T_ g 104 (148 ©300
e o o e e )
2_1_18,_6_ : 0.9 117 1655 1894 3T Loo1nd Sl4% 300
404 342 113 434, 203 44 33 Cer 42
e e N L U
4.0 .
. 21 . . . -
404 - 342 169 9.3 33 . jé;_?’___ 4.2
- 3228 2145 9z0
' - 3228 .o 2145 920
8.7 133 04 04 -
(£1.6) 86 : .
BLAC 424 (183 153 1371 1.8 . 52 ‘169 . 206
BEL R {111.1) _ - (894} - LT S -
88.9 877 284 279 1195 130.7 5.0 9.6 Th 5.9
14903 1301 {1204} 2.8 1864 2478 168 14.8 245 26.5
921.9 . A19.6 {112.8) 120.3 1,864.5 L8424 125.4 . 122.0 3838 2420

IWMAC - Mining Area C Iron Ore Rovalty {Western Austradia)

USA - United States of America

1%
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Cansodidated

2605 2404
$8 M
MNOTE 3. SEGMENT INFORMATION {continved?
ESegment revenue is derived from sales ta external cusicmers domiciied in
various geographical regions. Details of segment revenue by location of custamers
are as follows: Lo e
- Morth America 2246, 194.7
- Euycpe L o 280.9
- Asia 3121 2401
- Australia T197 1039
Total sales revenue 921.9 #1948

NOTES TO AND FORMING PART OF THE SEGMENT INFORMATION

{al  Accousting Policies

ESegrent information is prepared in conformity with the accounting palicies of the entity as disclosed in Mote 1 and accounting standard AASE 1314 Segment

Reporting.

Segment revenues, exrenses, assets and liahilities are those that are directiy attrifutable to a seqment and the relevant porfion that can be aliocated fo the
segment on a reasonable basis. Segment assets include all assets used by & segment ard cansist primarily of cperating cash, receivables, inventories, property,

ptant and equipment and goodwili and other intangible assets, ned of ralated provisions. Segment liabilities consist primarily of trade and cther creditors, emgloyes

trenefits and provision for rehabiiitation 2nd restoration. Segmant assets and labilifies do nof include income faxes and inferest bearing liabilities,

Cansodidated

Parent entity

2605 2504 2065 2064
M M k2t 5M
NGTE 4. REVENUE
Sales revenue
Sale of goods 8196 2575
Other revenue
Intarast 2.5 63.7
Managament fae income 1.5
Dividend income 0.3
Royatty income 112
Rental income 0.6 0.4
123 854
8319 3434
NGTE 5. OTHER INCOME
Met gain on disposal of property, plant &nd equipmant 1.2 0.5
Deferred setflement incomte 15 -
Coal compensation receipis 44 B
Sundry income 3.3 - 0.4
Met foreign exchange gains 3l G.7 . 1z
131 .7 21

20 sk Res
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NOTE &6 EXPENSESR

Cost of sates of goods
Cost of production
Depreciation
Ameriisation

Cost of sates of goods

Corporate administration and finance
Marketing and selling including royaifies
Research and deveiogment

Exploration ard evaiuation

Expenses, exclading barrowing costs, clasure costs and impairment losses

(Loss) profit hefore income tax includes the following specific expenses:

Florida/Geargia closure costs and impairment iosses
Write-off of assats
Pravision far diminution in assef vaiues
Restructuring charges
Tetat FloridafGeorgia closure costs and impairment losses
id West and Murray Basin impairment losses
Mid West - provision for diminution in asset values
Murray Basin - provision far diminution in assef values
Totat Mid West and Murray Basin impairment {osses
Tatal closure costs and impairment {osses
Borrawing costs

Interest and finance charges paid/pavable

Rehatslitaticn, restoration and other borrowing cost uirwind

Amortisation of deferred orrowing costs
Interest capitalised

Borrawing costs expensed

Operating {ease expense

Foreign exchange gains and fosses
Met forzign exchange gains inciuded in ofher income
Exchange losses on foreigr currency borrowings

Net foreign exchange gains (losses}

Net reaisahle value of inventories recognised as expense

Employee henefits expense

Befined contribution superannuation expense

Consolidated

20065 2054
M M

Paramt entify

2005 2004
M M

4943 142.2
8.5 345
355 68
I 6163 2143 0 1835
: 191 2080 187
289 T L R 8.3
5.6 68 9.6
U L
Tyees T emn2 Cas23 T 0l
...... woo _ ST
184.1 - )
oo —— =
27.0 25.2
12.0 3.9
63 04l 03
(3.6 Czey (2.7}
35.0 35.7 234 %.7
..... e s e N
31 07 12
....... e o8 e o
33 5.7 (10.8)
........ s . ST
T1s42 1989 575 436
N o S
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NGTE 7. INCOME TAX

{a

(b}

{c)

22

INCGME TAX (BENEFIT) EXPENSE

Current fau
Deferred tax

Cver provided i pricr vears

Deferred income tax {revenue) expanse included in inCome 2y expense cOmpises:

iIncrease} decrease in deferred {av assefs (Nate 17}

{Decrease) increase in deferred tax lizbilities (Mote 27}

MUMERICAL RECOMCILIATION OF TNCOME TAX (BENEFIT)

EXPEMSE TO PRIMA FACIE TAY PAYABLE
iLoss) profit before inCome fax expense

Tax at the Australtan tax rate of 3095 {2004; 3005

Tax effect of amounts which are not deductible {taxable} in calculating

tanable incomme:
Unfranked dividends received
Men-deductible foreign expenditure
Rebatable dividends
Taw base of foreign exchange hedge contracts
Met foreigr exchange losses
Capital gains shielded by capital losses
Research and development

Recocgnition of the fax benefit upon formation of

Conschidated futife Limited's taw canscdidated groug

Other non-deductitde tems

Difference in overseas tax rates
Cver provision in prior years®
Tax tenefits nof previcusly brought to account

Totad income tax (henefit) expense

* o Tackikad in e et over provision of ncoma LK in priar y2ars i& a8 amaunt of $7.4 millios
[2004: 582 millkoa} for the conselidaied antity relatiag Lo addittonst researcl and developnent
ta tha 31 Decembar 2004 ang 31 Decershar 2003 y2ar eads.

leductiong idesdified sul

AMOUNTS RECOGMISED DIRECTLY IN EQUITY

Aggregate current and deferred fax arising in the regorting period and not
recognised in net profit or lass bui directly debited or credited to equity

Met deferred tax - debited {credited) directly io eguity {Notes 17 and 273

sk Reso

s Limited ang G

Cansodidated

2605 2004
$hA $M

Parent entity

2005 2004
M &

as5 148

R I 83

..'(_7?.5) 7.4 @23 15.7
..... 03 & o 5
{413) 140 16.0 215
an a7 S
{523) {39.8) (2.3} 15.7

{77.5) 76

a0 1203

(2.3} 157

975
338y 261 Cllaea L 293
02
%3
(2.9)
47 13
(14)
(4.2) a7
9.6) .
12 0.8
239 740
0.5) .
- 8.4 : (25)
........ i o : v
(41.3) 140 16.0 215

Fananniz
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NOTE 7. ITMNCOME TAX (continued)

HOTE B, CURRENT ABBETYS - CASH

UNBGOXEDR TEMPORARY DIFFEREMCES

Az at 31 Decernbrer 2603 $15.8 miltion of unbooked timing differences ralated o fair value accounting adjustments made ugan the merger in 1998 between
Westralian Sands Limited and #GC [3d. The tax benefit associated with this amount was brought fo account on the adoption of AASE 112 Tncome Tavason 1
daruay 2004,

TAX CONSOLIDATION LEGISLATION

Tluka Resources Limited and its whaliy-owned Austradian controlied entities have implemenied the tax consalidation leqislation as of 1 January 2604, The
accouniing palicy in relation to this legislation is set out in Mote 1.

On adopticn of the {ax consalidation legislation, the entifies in the tax consolidated group eniered into a tax sharing agreement which, in the opinion of the
Girectors, fimits the jaint and several liabifity of the wholiy-owned eniilies in the case of a defauif by the head entity, Duka Rescurces Limited.

The entities have also enfered intc a tax funding agreement under which the wholly-owned entities fuily compensate Tuka Resources Limited for amy current
tax payable assumed and are compensated by Iluka Resources Limited for any cuerent fax receivable and deferred tan assels relating to unused fax losses
ar unused taw credils that are transferred ta Duka Rescurces Limited under the tax consolidation legislation. The funding amounts are delermined by
refarance to the amounts recogrised in the wholy-owned antities' financial statements.

The ameunis receivable/payable under the tax funding agreement are due upon receipt of the funding advice from the head entify, which is issued as scen
as practicable after the end of each financial year. The head entity may alse reguire payment of inferim funding amaunts 1o 2ssist with its chligations ta pay
tax instalmenis, The funding amounts are recognised as current intercampany receivables or payables,

Consolidated Paramt entify
2065 2054 2065 2004
F30] M M %

AHND CASH EGUIVALENTS

Cash at bank and in hand 124 _
Deposits at cali 1z L
13.6 M

Deposits at call

Tha deposits are bearing floating interest rates betwean 1,236 and 7. 15
{2004; 1.2%: and 7.0%) on US dollar and Australian dollar denominated deposits.

23
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Consolidated Parent entity
2605 2404 2005 2064

$hA M M &

NGTE 9. CURRENT ABEETS - RECEIVABLES

Trade receivaties 1355 481
Lass: provision for doubtful receivables {x) ooy N -

1363 : e 181

Other debtors 158 6.2

Propayments - ] 104 3 ) 7.2
Loars - RGE empicyee share plan {by R 30 R -

Goods and services tax (GST} ) .3.8 . 4.0 .. 11 10

192.6 1585 5 825

{a}  DOUBTFUL RECEIVABLES

The consolidated entity has recogrised a gain during the year ended 31 December 2005 of $0.2 mitlicn {2004: SNil} in respect of the write-back of provision
for doutsHul receivables no longer reguived.

(i} LOANS - RGC EMPLOYEE SHARE PLAN

The REC employee share plan was wound up during 2005 &nd all loans repaid in fuil. Refer to Mote 14 for the non-currant portion of these receivabies.

{cy  EFFECTIVE IMTEREST RATES AND CREDIT RISK

Information corcerming the credit risk of both current and nor-current receivables is set out in the non-current receivables note {Mote 143

MGTE 10, CURRENT ASBETS - TNVENTORIES

Consolidated Parent entity
2605 2504 2065 2064

M M M &

Consumakble stores

- 5t cost 190 55 40

Wark in progress

- af cost e 29.2
- af net realisable value 9.9 5.4
87.6 34.6
Finished goods
- af cost 391 10.0
- af net realisable value 74 -
4685 10.0
199.9 1531 48.6

fa}  INVENTORY EXPENSE

Write-down of inventories to net realisable value recognised as an expense during the year ended 31 December 2005 amcurted to $4.4 million
{2004; $3.3 miflion}.

24 Tska Resoureas Limited aed & Fananniz
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HOTE 13, DERIVATIVE FINANCIAL INSTRUMENTE

In accordance with accounting standards, 2605 derivatives are disclosed within derivative financial instruments (Note 11} and hedge reserve (Note 31} on the
kalance shest and 2004 derivatives are disclosed within cther current assets (Mate 13}, other non-current assets (Mate 203, other current lishilities (Mate 25} and
other noen-current abilities (Mote 28). For year-oneyear mevemenis in derivatives refer to the balance sheet summary in the table below.

Consolidated Paramt entify
2065 2054 2065 2004
F30] M M %

Balance sheet sammary

Forelgn exchange derivatives are reflected in the balance sheet as follows:

Current assets

Forward exchange and oplion cantracts - cash flow hedges

Gthar {Nota 12} ' . 498 . 8.1
258 58 232 8.1

Non-current assets

Forward exchange znd oplions coniracts - cash flow hedges

(ither {Maote 20} - 54.7 . 89
242 54.7 225 89

Current liahifities

Forward exchange and oplion cantracts - cash flowhedges . -
Other Note 25p - 46.8 . 181
0.4 45.8 " 381

Non-current lizhHities

Forward exchange and oplion cantracts - cash flow hedges

Gther {Mote 23} - 54.2 " 489
0.2 54.2 " 489

Reserves e ] ’

Forward exchange and option contracts - cash flow hedges (Nete3y 314 o - o 309 o

{a}  TRAMSITION TG AASE 132 AND AASE 139

The consolidated entity has taken the exemption availabie under AASE 1 First-fime Adoption of Austratian Equivalents to Internstional Financis! Reporting
Slandards to apply AASB 132 Firancial Instrumants: Disclosure snd Presenfation and AASE 139 Financial Instruments: Recogaition and Measwrementfram 1
danuary 2005

For the consolidated entity

On transition the “in-the-morey™ position of the consolidated antity's derivatives portfolio was $164.0 million, In accordance with AASE 139 this amount was
trarsterred from deferred gains on foreign exchange derivatives in current ard non-current fiabilities ta reserves in sharehalders’ equity, After recording
deferred tax liabifity for this amount, the net credit recorded in reserves on 1 danuary 2005 was $74.8 milfion {the minority interests’ share of which was
$6.8 miltiony. For further information refer to Hedging Reserve in Mote 31,

For the parent entity

On transition the “in-the-maney” position of the parent entity's derivatives portfolic was $87.0 million. In accordance with AASB 130 this amournt was
trarsferred from deferred gains on foreign exchange derivatives in current ard nom-current fiabilities ta reserves in sharehalders’ equity. After recording a
deferred tax liabifity for this amount, the net credit recorded in reserves on 1 danuary 2005 was $60.9 milfion.
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MOGYTE 13, DBERIVATIVE FINAMGCTIAL INBYRUMENTS (contiaued)

(b}

26

FORTHE YEAR ENDED 31 DECEMBER 2005
For the consolidated entity

The net asset position of foreign exchange derivatives of $4%.4 million represents the totat “in-the-money™ position at 31 December 2005, This amount
includes an effective and ineffactive sortion, Tha mark-to-market values of the effective and ineffective derivatives at balance date were $51.1 milicn and
{$1.7) milfion respectively, The ineffective derivatives rapresent the “time value™ component of the consolidated entity’s foreign excharge optians. The
“infrinsic valua" comporent of these oplions is included in the effective portion. The mark-ta-market movement in the value of the effective derivatives is
deferred in equity, whiist the mark-4o-market movement in the ineffective compeonent is recognised in the income statement.

During the year ended 31 December 2005, the consolidated entity transferred a total gain of $46.9 millicn to the income statement from equity This gain was
comprised as follows:

»  again of $47.7 million from the delivery into derivative contracts; and

= aloss of 308 miliion from the “time value™ component of the foreign exchange options transferred to reserves on transition,

In addifion a gain of $3.7 miflion was recognized in the income statement in respect of the mark-to-market movement in the ineffective “time valug”
carmranent of the foreign exchange opFtions.

For the parent entity

The net asset position of foreign exchange derivatives of $45.7 million represents the totat “in-the-money™ position at 31 December 2005, This amourit
includes an effective and ineffective portion. The mark-to-markef values of the effective and ineffective derivatives &t balance date were 3474 milicn and
$1.7 million respectively, The ineffective derjvatives reprasent the "time vaiue” compoenent of the consclidated entity's foreign exchange cptions, The
“infrinsic value" comporent of these oplions is included in the effective portion. The mark-ta-market movement in the value of the effective dervatives is
deferred in equity, whiist the mark-4o-market movement in the ineffective component 12 recognised in the income statement.

During the year ended 31 December 2005, the parent entity transferred a total gain of $35.5 million to the income statemeant from equity. This gain was
comprised as follows:

= again $346.3 million from the delivery into derivative contracts; and

= aloss of 308 miliion from the “time value™ component of the foreign exchange opticns transferred to reserves on transition,

In addition, a gair of $3.7 million was recogrised in the income statement in respect of the mark-to-market movement in the ineffective "time vaiug”
camanent of the foreign exchange options.

Cansofidated Conscdidated
20605 2504 20065 2064

ussm HEFM Average exchange rais

Foreign exchange derivatives

At balance date, the details of outstanding confracts are:

Forward foreign exchange contracts

Maturity

Mot {ztes than ane year 375 n.6078

Later than 1 year bui not later than 2 years 380 0.6684

Later than 2 years buf not later than 3 years 3 b 625 : 1b 0.5720

Later than 3 vears but not later than 4 vears . 4.5 - 0.6949

1399 204.5 6.6449 0.6353

Currency aptions (purchased} -

Maturity

Mot jater than one year 3840 06000

Later than 1 year but nat later than 2 years _ 5.4 514 _ ) 0.5557

Later than 2 vears but not later than 3 years . . 150 . . 0.6500
65.9 1040 6.6029 0.6019

Currency aptions (sold) .

Maturity

Mat {ater than one vear _ 3.9 : ] -

Later than 1 year but not later than 2 vears . . 1840 . . 0.5240
139 184 6.5249 0.5240

JIEEERS Fing Regirt 2005
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HOTE 13, DERIVATIVE FINANCIAL INSTRUMENTE {continped!

These contracts are hedging highly mrobable forecast cash receipts. The contracts are timed to mature when cash receipts are schedoied to coour

{c}

{d}

FINAMCIAL RISK MANAGEMENT

The consolidated entity's activilies expose if to 2 variety of financial risks; market risk {including currency risk, faiy valug interest rate risk and price risk),
cradif risk, liguidity risl and cash flow interest rate risk. The consalidated entity's overall risk management program focuses on the unpredictability of
financial markets and seeks to mimimise potential adverse effects on the financial performance of the consclidated entity. The consolidated entify uses
derivative financial instruments such as foreign exchange contracts and interest rate swaps to hedge ceriaim risk exposures.

{(iv Market risk

(i

Foreign exchange risk

Foreign exchange risk arises when future commercial transactions and recognized assets and labilities are denominated in & currency that is not the
entity’s functional currency,

The consalidated enfity operates infernationally and is exposed 1o foreign exchange risk arising from currency exposures to the Euro and US daliar
Forward contracts, transacted by Group Treasury and fisk, are used to manage foreign exchange risk, Group Tressury and Fisk is responsible far
maraging expesures i each fareign currency by using external forward currency contracts.

Fair vatue Intevest rate risk

Refer to {iv} below.

Credit risk

The censolidated entity has no significant concentrations of credit risk. The consolidated entity has policies in place to ensure that sales of products and
services are made to customers with an appropriate credit history, Derivative counterparties and cash iransactions are limited to high credit quality
financial institutions. The consolidated entity has palicies that fimit the amoent of credif exposure to any one financial institution,

(§i1) Liguidity risk

Prudent liguidity risk management implies maintaiming sufficient cash and markeiable secuyities, the avatabitity of funding thrcugh an adequate amaourt
af committed credit facilifies and the ability to close-out market positions. Due fo the dynasmic nature of the underlying businessaes, Group Treasury and
Rizk atms at mainiaming flexibifity in furding by keeping committed credit lines avaiiable.

(iv) Cash flow and fair value interest rate risk

Az the consolidated entity has no significant interest bearing assets, the consalidated entity's income and operating cash fiows are sulstantialy
indegendent of changes in market inferast rates.

The consalidated entity's interest rate risk arises fram long-term borrewings. Borrowings issued at wariable rates expose the consolidated entify fo
cash flow interest rate risk. Borrowings issued a1 fived rates expose the consolidated entity to fair value inferest rate risk.

INTEREST RATE RISK MANAGEMENT

As the consclidated entity is & net borrower it periodically reviews its interest rate management with the objective of optimising its exposure to fixed and
variable interest rates. The US Private Placerment 1996 Senior Mates are fived at an average rate of 74745 over their term, The US Private Placement 2003
Seniar Motes have effectively een converted to 20 AUD varizble rate exposure through @ crass currency swap fransaction. The c70sSs CUFfency swag
currently bears an average variabie interest rate of 6,295 {2004; 5,945}, Other borrowings of the consolidated entity bear average variable interest rates of

A4.4% (2004; 3.08%) an USD loans and 6196 (2004: 5

25} on AUD loans.

INTEREST RATE RIS¥ EXPOSURE

Refer to Mote 22 and Mofe 26 for the consclidated entity's exposure to interest rate risk,
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Consolidated Parent entity
2605 2404 2005 2064

$hA M M &

MOTE 12, CURRENT ASSETS - CURRENT TAX ASSETS

Current fax assets 2.3 -
NGTE 13, CURRENT ASSETE - OTHER
Deferred overburden removal _ : 79 42
Mark-to-market gains on foreign exchange derivatives L :~-_" 28 381
Deferred losses on foreign exchange derivativas . 33 -
165 610 423
MOTE 14, NON-CURRENT ASSETSE - RECEIVABLES
Loars to controlied entifies {a) 1347
Laars - RGE empFoves shave plan by L 2.2 B
Prapayments e 28 949 3a
Gher debtore — T R ]
5.4 121 316.8 134.8

fa}  LOANSTO CONTROLLED EMTITIES

Further imformation relating o loans ta conirolled entities is sef outin Note 39

(i} LOANS - RGC EMPLOYEE SHARE PLAN

The REL employes share plan was wound up during 2005 and all foans repaid in ful, Refer to Mote 9 for the current portion of these receivables,

{ct  TAIRVALUES

The fair values of the norrcurrent receivables are ased an cash flows discounted using & current lending rate of 7.0%.

{dy  INTEREST RATE RISK EXPOSURE

Cash and cash equivalents {refer Mote 8) are the only interest bearing assets of the consclidated entity.

{e} CREDIT RISK

The credit risk an financial assets of the consaolidated entity which have been recognised in the baiance sheet is generaliy the carrying value amount, net of
any provisions for doubtul debts.

ftefer fo Mote 11 for more infarmation on the risk management policy of the consolidated entify.

MGTE 15, NON-CURRENT ASEETS - OTHER FINANCIAL ASSETS

Consolidated Parent entity
2605 2504 2065 2064

M M M &

Retirement benafits surplus (Mote 38) { - ..
Shares in controlled entities (MNote 40} . - Csars 347.5
2.6 0.8 8475 347.5

28 Tska Resoureas Limited aed & Finasiniz
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for the yvear ended 31 Decembar 2065

NOTE 16, NON-CURRENT ASSETS - PRGPERTY, PLANT AND LQUIPMENT

Leased Pland, Piant, Mine Project

Land & Machinery % Mackinery & Reserves & Expleration & Bevelopment

Buiidings Equipment Eguipment Development Evaluadion Expenditure Total
CONSOETRATED 3 &M B M b &M k3t
At 1 Januvary 2664
Cost 82.3 08 F49.49 6440 94.2 &7.5 18383
Accumuiated depreciation (7.7} 0.2y {37175 {2264} - - {606.0}
Mat weritten down value 75.1 0.4 573 4i7.4 942 675 1,232.3
Year entled 31 Decemher 2004
Opening wiitten down value 75.1 0.8 5703 4ir8 94.2 &7.5 1,2323
Additions 7.9 - 819 413 86 1623 242.0
Disposais (1.2} - 3.4y - - - A.6)
Wite-off of exploration expenditure - - - - {L.3) - L3y
Depreciationamorfisation expense 1.3} 0.1y {73.5 {45.2} - - f112.%
Foreign currency exchange differences (0.3} - {5.6) {1.6} {G.1) 0.2 7.4
Transfers/reciassifications 0.6} .53 49.3 0.3 i3 {43.4} 6.2
Closing written down vaiue 726 - 626.2 4124 1011 1216 13402
At 31 Decemizer 2004
Cost 88.3 - 1,059 6829 1011 1214 2,052.%
Accumuiated depreciation (8.7} - {432.8) {2705} - - (712.0)
Maf written down value 726 - 624.2 4i2.4 ELII 1214 13402

Year ended 31 Decemier 2005

Gpening written down vahie
Additions

Disposais

Write-off of exploration expenditure

Write-off of Florida/Georgia assefs
and impairment losses

Depreciation/amorfisation expense
Foreign currency exchange differences

Transfars/reclassifications

Closing written down vaiue

At 31 Decemier 20065 PR
Cost Y

Accumuiated depraciation® .. {14.4) o L ”.{526.1) . ”.{345.8) i L {52.9) o .”(938.3}
Mat weritten down value 709 - 5959 3358 58.9 2733 1,334.9
o lmlsdes impairrent loesss

2%
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MGTE 146, NON-CURRENT ASEETS - PROPERTY, PLANT AND EQGUIPKENT {continued?

Plaad, Mine
Land & Machinery & freserves &

Buildings Equipment Development Tatal
PARENT ERTITY M M B M
At 1 January 2004
Cost 40.7 4195 588 512.0
Accumulated depreciation {403 {182.4 (347 221,58}
Met written down vaiue 35.3 2388 45 e
Year ender 31 December 2004
Opaming writtan down valug 358 2358 4.6 2672
Additians 3.0 143 14.6 319
Dispasals f1.1} 0.68) 6.4 (2.4}
Depreciation/amortisation axpense {0.a} {275 {13.2) 41.3)
Closing written down value 371 2230 5.6 2857
At 31 Becember 2004
Cost 42.4 429.3 750 544.7
Accumulated depreciation 5.3} {2046.3) 47 .4 {25%.0}
Met written down vaiug 71 2234 56 2857

Year ended 31 December 2005
Opening written down valug
Additions

Disposals

Depreciation/amortisation axpense

Closing written down value

At 31 Becember 2005

4306 - L )
{216.4) (65.0} (286.2)
2136 274 274.2

Cost

Accumulated depreciation

Met witten down vaiue

Wiine reserves and development

Included in mine reserves and development are amounts totalling $192.9 million for the consolidated entity and $5.7 million for the parent entity (2004: $248.3
miflion and $7.4 miflion respectivaly} which have not been depreciated as miming of the related area of inferest has not yet cormmenced,

Piant, machinery and eguipment

Included in glant, machinery and equipment are amounis totalling $42.8 milfion for the consolidated entity and $14.7 million for the parent entity (2004: $35.6
miflion and $19.2 milfion respectively) which relate to assets under construction. These amcunis are not cusrently being depreciated as the assets are not
ready for use.

Project development expenditare

Included in project development expenditure are amounts totaliing $273.3 milion {2004: $111.0 million} relating to expenditure on Murray Basin, These snounts are
mot currenily being depreciated as the project has not yet been commissioned,

Non-cuerent assets pledged as security

fefer to Mote 28 for information on non-current assets pledged as security by the parent entity or its controlied entities.
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for the yvear ended 31 December 2065

HOTE 16, HON-CURRENT ASSETS - PROPERTY, PLANT AND EGQUIPMENT (continued)

Write-offs and impairment losses

Az at 31 December 2005, a number of impairmeant losses were recagnised ta write-down assets to their recoveralle amount, being fair value less costs to sell. As
stated in Motz 1{xch, where there is o binding sale agreement or active market, fair vajue less costs 1o sefl is based on the best information available to reflect the
amaunt the consolidated antity could receive for each Cash Generating Unit {CGU} in an arms fength fransaction. Far this purpose, the cansclidated entity has
calcuiated the net present value of each CGU having regasd, where approprizte, to external mariet snidence in support of ey assumations,

The impairment write-downs have been allocated across progerty, plant 2nd equipment balances on a pro-tata basis according to relative back values, as falicws:

Land & Plant, Machinery Mine Reserves Explovaiion & Projeel Total Write-ofis &
Buildings & Eguipment & Developmeni Evaiuation Development  Bmpaizment losses

Cash Generating Uniis FM S ] FM M 3]

Mgt West. -

a1
Bhurray Basin

Horida/Georgia
Totad

The write-off and impairment iosses in respect of Forida/Gecrgia folows the intention to undertake a staged closure of these operations during 2006,

The impairment losses recognised in respect of the Mid West and Murray Basin as a resuit of impairment testing as at 31 Decermber 2005 have reduced their
carrying values from $40L.1 nillion to $305.0 million and $537.2 miilion to $44%.2 million respectivety. The factors confributing to the impairment write-downs for
these CGUs are provided below:

Bid West

»  higher operating costs; and

» some reductions in lorg-term selling price assumptions; and

» the exclusian of any assumed future cash inflows in relation to the possibie commercial treatment of vesiduzl iron oxide tadings.

Marray Basin

~  forecast for higher costs for lafouy, energy and mining services emanating from more detalled, cortempaorary miring plans and the assessment af prevailing
condificns for majer rescarce projects; and

»  delays and unceriainties refating to the commencement of the Gouglas Project.

3l
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Cansodidated

Parent entity

MOTE 17, MON-CURRENTY ASSETE - DEFERRED TAX ASSETS

The balance comprises temparary differences attributahle ta:
Amounts recognised i profit or loss
Employes benefits

Rehabilifation provisions

Other provisions

Foreign exchange

Borrowing expenses

Accruals

Inveniories

Tax revenue losses®

Restructuring provision

Other

Eet-off of deferred taw liabilfies pursuant o set-off provisions {Mote 273

Met deferrad fax assets

Movements:

Opeming balance at L January

Credited {charged) io the income statzment (Mofe 73
Recoupment of carried forward losses

Over fundar) Frovision in prior years

Cradited {charged} directty to equity (Notes 7 and 31}

Closing balznce at 31 December

2004 2005 2054
k20 k2t k(0
63 33
66.0 195
01 0.5
21
02 0.2
18 0.8
13 0.7
145 .
L8 6.1
521 ‘210 25.5
(85.8) (27.0) {25.5)
63 . .
564
{47.43 .
(2.0 .
on R )
63 . .

o The d=darrad lax assel for 2000 i alidlutanle 1o carnigd fersard U5 1as lsses which ave prababla of recounment in ensuag yaars,
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HOTE 18, HOWN-CURRENT ASSETS - INTANGIBLE ASSETS

Paiznis, Royally
tradermarks & entitiernent
licences assel Total
20 B 20

CONSOLIDATED
At 1 .January 2604
Cost 17.2 104 7.2
Accumuiated amortizatian {16} (0.1} (L5
Mat written down valug 156 9.9 ek
Year entled 31 December 2004
Cpening wiitten down vahie 15.6 R )
Amaortisation charge LA (0.4} (2.1}
Closing written down vaiue 135 a5 734
At 31 Decemizer 2004
Cost 17.2 104 7.2
Accumuiated amortizatian 3.5 (0.5} (3.8
Maf written down value 139 2.5 234

Year ended 31 Decemier 2005

Cpening wiitten down vahie
Impairsment charge®

Amortisation charge®*

Closing written down vaiue

A% 31 December 2065

Cost
Accumuiated amoriizatian {7.8) {8.7)
Net written down value 2.4 9.1 185
* Tiapairiment charie ol $2.9 mition (2004 SNE} s includad in closire costs ang Smpainsent 0554 0N
Iha income stalersess.
*+* Amortisation of $2.0 mdlion (2684: 52,3 millioa} = incluced i amortization in
Iha inceme stalersens.
Consolidated Paramt entify
2065 2054 20085 2004
F30] M M 20
NOTE 19, NON-CURRENT ASSETS - INVENTORIES
Consumable storas
- ot cost 6.0 30
NOTE 20, WNON-CURRENT ASSETS - GTHER
Mark-fo-mariet gaims on foreign exchange derivatives . . 54,2 - 454
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Consolidated Parent entity
2605 2404 2005 2064

$hA M 23] &

MOYE 21, CURRENT LIABTLITIES - PAYARBLES

Trade pavables 494 15.4

Other creditors and accruals 493 123

Emploves benefits 45 4.6
108.2 328

MNGTE 22, CURRENT LIABILITIES - INYERESY

BEARING LIABTLITIESR

Secured

Bank loans {a} 4.5 -

Unsecured

Bank loans i 485 48.5

Receivables acquisition facility (d} B

Semior notes {o) -

Tofal unsecuyed current inferest bearing liabilities 485 48.5

Total current inferest bearing fiabilities 550 145.9 48.5

Further detaiis of the security relating to each of the secured liabilities and further infermation on the bank overdrafts and bank loans are set out in Note 26,

(a}  CONSOLIDATED RUTILE LIMITED

On & duly 2003, two new facilities were entered into; a Syndicated Revolving Lozn Facitity Agreement of A%35.0 miflicn for a period of five years and &
Working Capital Facility Agreement of AS310.0 million for 364 days. During 2005, the Working Capital Facility was extended for a further 364 days. At 31
December 2005, the Working Capitad Facifity was drawn to ABNIl {2004: AS6.5 million). The Syndicated Revotving Loan Facility was dravm to 436.0 milion
{2004; A18.0 milliom and iz disclosed 25 a non-current lisbility, refer to Mote 28,

(i} TRADE FINAMNCE FACILITY

During December 2004, Ttuka Resources Limited entered into an A$60.0 million Trade Finance Facility with & financier far a pericd of one yvear. The Carpany
his negotiated a further extension of this facility 1o 20 December 2006, As at 31 December 2005, AR41.5 miltion {2004 A%$48.5 miHion) was dravn under the
Facility.

fc}  SENIDR NOTES - 1996 SERIES
In sccordance with the maturity of Senior Motes, US$45.0 miflion (A361.4 milion} is scheduled for repayment on 15 December 2006 and accordingly is
reflected as a current fiability, Refer to further comments in Mofe 26,

{d}  RECEIVABLES ACQUISITION AGREEMENT

During February 2005, the parent entity entered inte a US360 millicn Recelvables Acquisition Agreement with a financier, Durirg December 2005, the facility
was extended for a period of one year to 1 Gecember 2006, As a1 31 December 2005, US$22.8 milion and A%13.8 million (2004: USENIl and ASMit} was
outstandmg under the Agreement.

{2}  INTEREST RATE EXPOSURES

Details of the consahidated eniity's exposure to interest rate changes on interest bearing liabilities are sef out in MNote 26,

4 sk Reso Finasiniz
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HOTE 23, CURRENT LIABILITIES - PROVISIONS

Emploves benefits
Fehabilitation and mine closure

Cthar provisions

MMovements in each class of provision during the current financial year, cther than
emploves benefits and rehabiliiztion and mine cosure, are set out below
For movements in rehabilitation and wwEne desure refer 1o Mate 25,

Consclidated - 2665

Carrying amount 2t start of year
Additicnal provisions recogmised®
Payments

Forelgn exchange rate movements

Carrying amount &t end of year

*+ Tachades 514 migian of additional provizions secogeisadl in relation io fhe Forida/teoreia dosure 2osts,

HOTE 24, CURRENT LIABILITIES -
CURRENT TAX LIABILITIES

Income tax

NOTE 25, CURRENT LIABILITIES - GYHER

Deferred gains on foreign exchange derivatives

Unearned inferest - controbed entity

Consolidated

Paramt entify

20065 2004 2005 2004
F3 M M k2
4.6 24
251 KR
. W S
""" 58.1 304 149 54
{ther
provisiens
SR
s
Consolidated Parant entify
2065 2054 2065 2004
F3 M M k2
2.0
46,8 e 8.1
- 780 64.7
- 46,8 78.9 102.8
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MOGTE 26, NON-CURRENT LIABILITIES -

Consolidated Parent entity
2605 2404 2005 2064

$hA M 23] &

INTEREST BEARING LIABILITIES

Secured

Bank loans {d) 1840 -
Unsecured

Bank foans {3 and {e} 67.8 &7.8
Semior notes (b and {c) 752 v
Deferred borrowing costs -
Tofal unsecuyed non-cuyrent interast bearing liabilities 34540 345.0
Tofal nen-current interest bearing lishilities 3630 345.0

{a)

(b}

{c)

{d}

(e}

B

LOAN NGTE SUBSCRIPTION AGREEMENT

On 12 December 2001, the parent entity enterad into & USS100.0 million Loan Mote Subscription Agresment. During 2005, the limit of this facility was
increased to USH130.0 milion and the maturity extended to 12 December 200%. As at 31 December 2005, USENIl and AS116.5 million {2004: U5$45.0 milion
and A$10.0 mHlion} was outstandmg under the Agreemant.

SENIOR MOTES 19%6 SERIES

Tha parent entity issued USF150.G miliion of Senicr Notes in the United States private [acement market far maturities ranging fraom December 2004 to
December 2011 at fived interest rates ranging from 7.19%% to 7.63%5 The first tranche of the Senior Motes ware repaid on 15 Decembar 2004 (US345.0 milicn
- A$5%.4 million). Subsequent tranches are repayable on 15 December: 2008 US$45.0 million; 2008 US$30.G million and 2611 US$30.0 miliion. The weighted
average interest rate is 7475 (2004: 7.4745) and is padd semi-arnually in US dollars, As at 31 December 2005, US$1065.0 miflicn {2004: US$105.0 million} was
outstanding on the Senior Motes.

SENIOR MOTES 2003 SERIES

The parent entity issued US$100.0 miltion of Senicr Notes in the United States private placerant market in June 2003, The Senicr Note maturities range from
June 2610 to dune 2015 at fixed interest rates ranging from 4675 to 5.44%. The Senicr Nates are rapayable during 2010 US$40.0 million; 2013 US$40.0
million and 2015 USE20.0 milicn, The weighted average interest rate is 5.06% {2004 5.66%5) and iz paid semi-annualty in US doltars. As at 31 Tecember
2005, USH100.0 million (2004: USFL0.0 midlion} was cutstanding under the Senicr Notes.

On 6 August 2004, the USD fixed rate interest exposure was swapped into #n AUD floating interest rate exposure for the remainder of the repayment terms
of the Seniar Motes.

COMSOLIDATED RUTILE LIMITED

On & duly 2003, two new facilities were entered into; a Syndicated Revolving Loan Facifity Agreement of A%35.0 million for a period of five years and &
Working Capital Facility Agreement of A310.0 million for 364 days. During 2005, the Working Capitai Facility was extended for & further 364 days. At 31
December 2005, the Syndicated Revalving Facility was drawn to A$6.0 milion {2004: A$18.0 million}. The Working Capital Facility was drawn to AN {2004:
A%6.5 milliony and is disclosed as & current lisbility, refer to Mote 22,

The revolving credit facility and waorling capital facility are secured by various morigages and fixed and floating charges over the assets of CRL.

BILATERAL LOAN NOTE SUBSCRIPTION AGREEMENTS

During March 2005, the parent entity entered inte teo Bilateral Loan Mote Subscription Agreaments with separate financiers, The Agreements are for a
period of five years with a facility limit of US$40 million each, As at 31 Gecember 2005, AF81.5 miliion {2004 ASNif) was oufstanding under these
Agreements,

Tska Resoureas Limited aed & Fananniz
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NOTE 26, NON-CURRENT LIABILITIES - INTEREST
BEARING LTABILITIES lcontinued?
if} ASSETS PLEDGED AS SECURITY

The carrying amaunts of assets pledged as security are:

Cash ard cash equivalents
Current raceivables
Inventories

Property, prant and equipment
Men-current receivables

Total assets pledged as security

FINAMCING ARRANGEMENTS

lUnrestricted socess was available at kalance date to the following lines of credit:

Credit arrangements

Total facilities
US private lacemant 1996 saries
15 private placement 2003 series
Loan note faciity
Trade inance facility
Bilateral loan nate facility
Feceivables scquisition facility
Syndicated revolving loan credit facility
Securad working capital {acility

Secured banl overdraft facility

Used at balance date
US private lacemant 1996 saries
1S private placement 2003 saries
Loan note faciity
Trade inance facility
Bilateral loan nate facility
Feceivables scquisition facility
Syndicated revolving loan cradit facility

Securad working capital facility

Unused at balance date
Loan note faciity
Trade inance facility
Bilateral loan nate facility
Feceivables scquisition facility
Syndicated revolving loan cradit facility
Securad working capital facility

Syndicated bank overdraft facility

Motes

Cansodidated

Parent entity

2008 2004 2008 2004
S %M M E30)
13
26.9
18.3
1089
5.3 -
153.2 "
1349 143.3 134.9
1423 1423 142.3
1284 177.4. 128.4
0.0 “60.9 60.0
35.0
10.0
.5 -
5111 7141 4654
1349 134.9
1423 142.3 142.3
878 116.5 67.8
485 415 48.5
18.0
P e
418.0 5681 3535
80.6 606
115 115
7.0
35
.5 "
931 146.9 72l




Notes to the Financial Statements

far the yvear ended 31 December 2605

NOTE 26,

{h}

8

INTEREST RATE RISK EXPOSURE

-

MON-CURRENT LIABILITIES - INTEREST BEARING LIABILITIES {continped!

The consolidated entity’s exposure to interest rate risk and the effective weighted average interest rate far each class of financial fabiiities is sef out in the
table below. Exposures arise predomimantly from lizbiiities bearing variable interest rates as the consolidated entity intends to hold fixed rate fiabilities

o maturity,

2665

Payahies {Mote 21)
Interest baaring liabilities® Motes 22 and 20}

Interest rate swaps*™

Weighted average interest rate

2004

Payabies Mote 213
Interest baaring liabilities® Motes 22 and 20}

Interest rate swaps*™

Weighted average interest rate

* Excliddes deferred Dorrowing costs

** Rodicnal princiaad armounls

Tska Resoureas Limited aed &

Floating
interest rate

Fixed interest rate

I year Ftos
or less years

fore than 5 Hem interest
years hearing

Total

M

M M

S M

M

. 108.2 108.2
140.8 96.3 1809 418.0
1423 . . {142.3}
283.1 . 96.3 386 108.2 526.2
5.3% . 745 7.6

Fananniz
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Consolidated

Paramt entify

2005 2004 2003 2004
$M g M M
NOTE 27, HON.-CURRENT LIABILITIES -
DEFERRED TAX LIABILITIES

The balante comprises temporary differences attributable to:
Amounts recogsised in profit or loss
Depreciation/amcortisation 1512 42.3
Iiming capital expenditure 338 19
Foreign exchange 2.6 2.4
Giher 2.5 0.3
Receivables 1.0

L2 47.1
Amounts recognised directly in equity
Cash flow hedges 14.6 -

1592 - L2 -b2b 471

Set-off of defarred tay liabifities pursuant to sat-off provisions (Note 17) sy (95.8) {27.9) (25.5)
Nef deferred tax fiabifitles 7 811 115.4 354 716
Movements:
Cpening balance at 1 January 1154 1537 21 38
Change on adoption of ARSE 132 and AASB 130 (Note 1) : 291 - - '-_26.1
Charged/{credited) to the income statement (Mote 7} . {52.8) ' {35.8) {23y - 157
Charged/{credited) to equity (Motes 7 and 31) L .'{16‘«1) {G.2) {13.2)
Under provision in prior years 7 58 I 34 21
Closing balance st 31 December 0 8l o 1154 ‘356 2148
NOTE 28, HON-CURRENT LTARILITIES - PROVIGIONS
Employes benefits s 31
Rehabilitation and mine ciosure 229 63.5
Cthar provisions 1.2 0.9

2114 67.5

3
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MOGTE 28, NON-CURRENT LIABILITIES - PROVISIONE {continued)

Movements in each class of provision during the current financial year, other than
employer antitlements are set out balow:

Consolidated - 2005

Carrying amount at start of year

Additional provisions fecognised®

Cash spend

fehabilitation and restaration borrowing cost unwing

Carrying amount at end of vear

Parent entity - 2005

Carrying amount at start of year

Additional provisions recognised

Cash spend

fehabilifation and restaration borrowing cost unwing

Carrying amount at end of vear

* iber pravisions nsiugde 1S ciosire wosis of $78 mlos,

Qther Rehahilitation and
provisiens mine ciosure

S M

Meovement in rehabiliiation and mine closure provisions represents an aggregate of cuyrent and nom-current balances.

MOTE 29, NON-CURRENT LIABILITIES - GTHER

Deferred gains on foreign exchange derivatives
Other

44 sk Res
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Py T
Consolidated Parent entity
2605 2504 20065 2064
M M k2t 5M
54.2 48.9
54.2 - 48.9
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Paramt entity

Paramt entify

20065 2004 2005 2004
Numbier of Number of Paid up vaiue Paid up value
shares shares M 20

NOTE 3¢, CONTRIBUTED EQUITY
{z}  SHARE CAPITAL

Ordinary shares B : - S

Issued and paid up capitat 232,914,349 232,914,349 611.9 6114
ik} MGVEMENTS IM ORDIMARY SHARE CAPITAL

{rate Dedails Number of shares Issue price FM

1 danuary 20604 Opening balance 732,814,349 610.4

26 Movember 2004 Exercise of 2002 opticns

Proceeds received 104,000 $4.41 .4
Transfer from share-based payments reserve 0.2

31 December 2004 Balance 232,914,349 6110

11 Docember 2005 . .Baiance ............................................................ ssoonazay oo
ic}  ORDIMARY SHARES

Ordinary shares enfitle the holder to participate in dividends and the proceseds on winding up of the Company in proportion to the number of and amounts

paid on the shares held. On a show of hands every holder of ordinary shares gresent at a meeting in person or by provy, is entitled to one vote, and wpon

podl each shave is entitled to ane vote,
id}  GIVIDEMD REIMVESTMENT PLAN AND BOMUS SHARE PLAN (PLANS CURRENMTLY SUSPENDED)

The parent entity has a dividend reinvestment plar and bonus share plan under which heiders of crdinary shares may elect to have all or part of their

dividend entitiemants satisfied by the issue of new ordinary shares rather than by being paid in cash. Both of these fans are currently suspended.
{e}  EMPLOYEE INCEMTIVE OPTION SCHEME

On 24 November 2004, 160,000 shares wese issued pursuant to the Special Shart Term Incertive Plan 2002 at an issue price of $4.41, Refer 1o Mote 44 far

further information.
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Consolidated Parent entity
2605 2404 2005 2064
$H M k2t 5M

MGYE 33, RESERVES AND RETAINED PROFITE

{2} RESERVES

Asset revaluation reserve 2.3 20,7
Asset realisation reserve 47 iz
Hedging reserve - cash flow hedges
Employea share cptions reserva 0.2 0.2
Foreign currency translation reserve (L.9y -
Share-based paymenis reserve 1.8 0.8
Defined benefit superanruation resere 0 - .... s - ....... B
57.2 24.7 53.6 22.9
lMovements: DT o
Asset revaluation reserve
Belance 1 January 24.2 214
Transfer to asset reakisation resere 7 - .... gey - ....... 0.7}
Balance 31 December 293 2.3 26.7 207
Asset realisation reserve o B
Belance 1 January 0.5
Transfer from asset revatluation reserve 0.7
Balance 31 December 1z
Hedging reserve - cash flow hedges
Balance 1 January
Adiusiment on adopticn of AASE 132 and AASE 139, net of fax -
Revaiuation, net of tax B
Transfer to net grofit, nef of tax B
Attrifiutable to minority inferest -
Balance 31 December -
Employee share options reserve
Balance 1 January 1.3 0.3
Option expense 1.1 . 0.1
Transfer to share capital {options exercised} .. - o (0.2) .. - . 0.2}
Balance 31 Decarmbar 9.2 1.2 G.2 0z
Forelgn currency transiation reserve L T Lo T
Balance 1 January ..'.'(_1_9) -
Currency translation differences arising during the year 1.9 o {19y .. - . . -
Balance 31 December {9.9) {19 - -
Share-based payments reserve
Beance 1 January 0.2 0.2
Fecognition of the fair value of aguity instruments granted {c employvess
under the Performance Incentive Plan 0.8 o6
Balance 31 December 08 o8
Befined benefit superannuation reserve
Balance 1 January 0.2 B
thecrease}/increase in surEus funds 04 . -
Balance 31 December - 0.6 - ~

42 sk Reso
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for the yvear ended 31 Decembay 2065

Consolidated Paramt entify
20065 2004 2005 2004
F3 M M k2

HOTE 3%, RESERVES AND RETAINED PROFITS icontinued?

{b}  RETAIMED PROFITS

Movements in retained profits were as follows:

Balance 1 January i1ae 142.1
Met {lass) profit far the year 948 764
Dividends _ _ {5L.2) {51.2}
Adjustment on adoption of AASE 132 & AASE 135, nef of tax . 0.2 - -

Balance 31 December 7 206 1575 166.9

{c}  MATURE AND PURPOSE GF RESERVES

(i} Asset revaluation reserve
The praperty, plant and equipment revaluation reserve s used to record increments and decrements on the revaluation of nor-current assets, as
described in Mote 1o}, The balance standing ta the credit of the reserve may be used ic satisfy the distribution of benus shares to shareholders and is
andy avaitable for the payment of cash dividends in fimited circumstances as permitted by law.

{it) Asset realisation reserve

This reserve records the amount of asset revaluation reserve relating to disposed assefs which is now available for distribution to shareholders.

(i1} Hedging reserve - cash flow hedges
The hedging reserve is used to record gains or 1osses on a hedging instrument in a cash flow hedge that are recogmised directhy in equity, as described
im Mote 1fm. Amounts are recognised in profit and loss when the associated hedged transaction affects profit and loss.

{iv) Employee share options reserve

The employes share options reserve is used to recogmise the fair value of aptions izsued buf not exercised.

{v) Foreign currency translation reserve
Exchange differences arising on transiation of the foreign controlled entity are faken to the foreign currency translation reserve, as described in Mate
L{d}. The reserve is recogmised in grofit and loss when the net investment is disposed of,

{(vi} Employee share-hased payments reserve
The empicyes share-based paymenis reserva is gsed to recognise the fair value of equity instruments granted but not yet issued to employess under
the Performance Incentive Plan and the Directors, Executives and Emplavees Share Acguisition Prar.

(vH) Defined henefit superannuation reserve

The defined benefit superannuation reserve represents the excess of net markel value of assets held by the superannuation plans over the present
vaiue of employess accrued benefit payments, as descriied in Mote Tiu}
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Consolidated Parent entity
2605 2404 2005 2064
$H M k2t 5M

MOGYTE 32, MINGRITY INTERESTS

Interast in:
Share capital 637 -
Reserves -
Retained profits (4.3 -
59.4 -
MNGTE 23, DBIVIDENDS
{a}  ORGINARY SHARES
Final dividend for the year ended 31 December 20064 of 12 cents partly franked to
& cents at 3045 (2003 12 cents unfranked at 3085 per fully paid share 279 27.9
Interim dividend for the year ended 31 December 2005 of 10 cants parthy franked
to 5 cents af 3054 {2004: 10 cents partly franked to 8.7 cents at 3045 per fuilly - 7 .
paid shara 233 233 23.3
Total dividends provided for ar paid 512 512 sz 512
{b}  DIVIDEMDS MOT RECOGNISED AT YEAR EMD
In addifion to the above dividends, since year and the Directors have recammended
the payment of & final dividend of 12 cents partiy franked to 9.6 cenfs at 304
{2004: 12 cents partly franked to & cents at 3055} per fully paid crdinary share.
The aggregate amount of the proposed dividend expected to be paid on 20 Apnil
2066 out of retained profits at 31 December 2005, but not recognised as a lability
at yoar end, is 279 27.9
{c}  FRAMKED DIVIDENDS
The franked portions of the final dividends recormmendad after 31 Becember 2605
wili e based on existing franking credits (this includes receiving franked dividends
from Censolidated Rutile Limited) and franking credits arising from the payment of
income tax in the year ending 31 Gecember 2006,
Franking credits available for subsequent financial years basedona - " T
ta rate of 3044 (2004: 3040 161 6.0 10

The sbove amounts represent the balance of the frarking account as at the end of the financial year, adjusted for:

{ay  franling credits that wili arise from the payment of the ameunt of the provision for income fax;

iby  framlang debits that will arise from the payment of dividends recogmised 2s a liability at the reporiing date; and

{c) franking credits that will arise from the receipt of dividends recognised as receivables at the reporiing date.

The franking credits avaiiable to the consolidated entity include $4.6 miflion (2004 86.8 miliion) for the Consolidated Rutile Limited group amd $6.5 millior
{2004: $4.2 miilicn} attritnrtable to Ashten Coal Interests Pty Ld, of which the consolidated entify awns 93.345 {2004: 93.34%). Distribution of franking credits

by the consalidated entity is subject to receipt of fuily franked dividends from Consolidated Rutile Limited whict was 51.04%5 owned by the consolidated antity
at 31 December 2005 (2004: 51.04%) and Ashicn Ceoal Inferests Pty Limited,

44 sk Res
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HOTE 34, KEY MANAGEMENT PERSONNEL

Key Management Perscnned of the consolidated entity comprize Directors of Tuka Rescurces Limited as well as ciher specific employees of the consclidated antity

wihe mef the following criferia: "persomnel who have authority and responsitslity for planning, directing and controdling the activities of the consotidated eniity, either

diractly or indiractly’.

The Key Management Persanned far the parent entity are the same as for the consoldated entity. Therefore, disclosure and balznces in this Note relate to both the
parent entity and the consolidated enfity.

KEY MANAGEMENT PERSOMNEL — DIRECTORS

The folowing persons were Directors of Duka Resources Limited during the financia! year:

{i) Chablrman, MNon-Executive Director

1 £ % Mackenzie

(i} Managing Director and Chief Executive Officer

¥ Folwall

(i} Non-Executive Directors

W H J Barr

& [ Campbell

W A Davies

R L Evary

1 £ % Mackenziz
G 1 Moriey

d Pizzey

# ATastula

Al of the above persons were Directors of Jluka Resources Limited for all of the financiz! vear, as well as for the financial yesr ended 31 December 2004, except
J Pizzey who was appointed as a Directar an 7 Movember 2005,

KEY MANAGEMENT PERSOMMEL - EMPLOYEES OTHER THAN TIRECTORS {“THE EXECUTIVES™)

In additicn to the Directors of the consolidated entity, the following emplovess met the definition of Key Management Persomnel for the year ended
31 December 2005;

W R Bisset Executive General Manager - Global Gperations

It J Bourke: Executive General Manager - Technical Services

0 H M Calhoun Executive General Manager - People and Communities

D CGrant Chief Financial 0fficer

S Widmrdz Executive General Manager - Sales & Marketing, Business Development and United States Operations
CWiisan General Counsel and Company Secretary

1 I Bourke # e an 3 March 2006,

o SWard terminated in actordance with his cantvact oz 10 Fadinzary 2006

For the remainder of this Mote, Key Management Personnel other thar Girectors of the consolidated entity are referred to as ‘Executives’.
Al of the aove persons were alsc Executives during the year ended 31 December 2004, except:

- D Calhaun wha commenced employmeant with the consolidated entity on 21 Felruary 2005, G R Allzn’s comtract for service with Ilula as Executive General
Manager of People and Communities expired on 31 March 2005

- D Grant, who was appointed as Acting Chief Financial Gfficer on 17 May 2004, and Chief Financial Officer on 13 July 2004. M A Hughes resigned as Chief
Financial Officer on 17 May 2004;

- C Wilson, who was appeinied as General Manager - Legal and Company Secretary on 29 November 2004, The preceding Company Secretary, 1 Gregary, resigned
an 8 December 2004,
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NOTE 34, KEY MANAGEMENTY PERSONNEL lcontinued?

REMUNERATION AND NOMINATION COMMITTEE

The Remunearaticn and Nomination Commiites {the Committee} aperates in accordance with its charier as approved By the Board. The Committes is comprised
salaly of independent non-erecutive Directors and is chaired by Ms Davies. The Commitiee met five times during the vear with all members of the Committes
present at avery meating.

The Comemittes’s responsibility is to provide assistance and recomenendations to the Board in fulfilling it Corporate Governance responsibifities relating to:
- the sverall remuneration strategy of the Company;

«  the remuneration of the Managing Director and Chief Executive Officer, Executives and non-executive Directors;

- the performance ard succession of Executives; and

- the aszessment, composition and succession of the Board.

The Comynittes has the resources and authority appropriate o discharge ifs duties and responsibiiities, including the autharily to engage externat professionals or
terms it determines agpropriate, without seeking the agproval of the Board or management. Buring the yvear, the Committes engaged exiernal advisers on matiers
relating to remuneration. These advisers were:

« Mercer Human Resourtes Consutting Pty Ltd who provided overall advice on reward strategy and executive remuneration; and
- Egan Asscoiates who provided advice on Managing Directar and Chief Executive Officer remuneration, non-executive Director remuneration and executive

remuneration arsangements.

The Remuneraticn and Nomination Committes conducted a review of its charter and initiated = performance evaluation on the conduct of the Committee, which was
revigsed and circulated for the information of Girectors in December 2005,

REMUMERATION PRINCIPLES

The Board recogrises that Tuka's gerformance is degendent on the quality of its employees. Accordingly, Huka's remuneration policy is designed ta atfract, retain
and motivate highly experienced executives wheo are dedicated ta achieving the Company’s strateqic obijeclives and delivering sharehalder value, This podicy is built
ch the principies that:

- Executives' rewards are competitive within the sector in which Ituka operates;
- Executives' remuneration wili have a balance of fixed and variable components;
- wvarizble remuneration for Executives will have toth cash and equity comtpanents;

« a3 significant proporficn of Executives’ reward will be in the form of “at risk’ variable remuneraticn and wili be linked directly to performance as measured by
the financial performance of the Company and achievement of challenging individual gerfarmance targets; and

« gl aspects of Executive remuneration will be transparent in terms of disclosure and widl be compliant with relevant legislative reguirements and best practice.

The remureration of an Executive or manager for performance is heavily linked to annual business perfarmance outcomes and the Company's performance an a
longer ternt asis.

REMUNERATION STRUCTURE

This Mote discloses remuneration detads for the Key Managemant Persanned of the consolidated entity and parent entity,

Remuneration for Executives is comprised of two companenis:

« fixed remuneraticn which is made up of base salary and superannuation, together with other salary sacrifice items such 2s novated leases and car parking.
Employess are required to meet any fringe benefits tax abligations applicabie 1o benefits; and

- wariable remuneration which is tizd directly to perdormance of both the Comparny ard the individual Executive and as such is deemed o be at risk.

The remureration structure is designed ta reflect an appropriate balance etween fixed and variable remuneration to ensure that an Executive reward is
predamimantiy aligned with the performance cutcomes af the business.

A ks Resoureas Limited ang G
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HOTE 34, KEY MANAGEMENT PERSONNEL (continued)

FIXED REMUNERATION

The Compary seeks to align fiked amnuad remuneration at medran {evels of the market as defined by the appropriste comparator group of Australian compantes with
simnilar aperating revenues and markef capitalizatian, as weli as referencing job evaluation data and the individual compeiznce levels of executives.

In seme cases, allowance is made far the highly competitive nature of the market for skilled and experienced persornel in the rescurces sector

Superannuation Benefits

Al Ausfralian based Executives are entifled fo contribute to the Iluka Superannuation Plan. The plan is primarily an accumulation styie plan {over 9855 of empicyeas
are maembers) with @ small number of emplovees retaining membership in 3 defined benefit sub-pian, the latter & legacy from the 1999 merger of Westralian Sands
Limited with RGC Limited, Ali Executives parficipate in the plan an an accumudation basis.

From 1 Judy 2005, the opportunity to direct superannuation contributions to a fund of choice (including self managed superannuation funds) became available to
Tuka employees,

The Company’s default sugeranauation fund remains the Duka Superannuaticn Flan. In Navember 2005, if was maved from in-house management io a master trust
arrangement administered by NG,

Tha Company contributes superannuaticn @t the minimum required rate {o each Executive’s nominated eligile fund. Indidduals may elect to make further voluntary
contributions from pre-tax salary.

YARTABLE REMUNERATION

For the 200% year, the Huka Perfarmance Incentive Program {PTP} was introduced. The plan aims to produce Executive parformance that impacts and enhances
Company financial performance and, in tumn, share price performance. The PIP provides opgortenities for Executives and efigible managers to pasticipate in “at risk’
elemnents of reward based on rigercus financial and individually based targets on an anmual basis, For disclosed Executives, 504 of any award made iz in the farm
of cash; the balznce is required to be deferred in the form of share rights.

The deferral of # large proportion of incentives in the form af share rights aligns Executives directly with the inferests of sharehalders through the share
price performance.

Performance Incentive Program {PIP)

in March 2605, the Board finalised a new incentive plan - the PIR The existing rutas of the Directors’, Executives' and Emgloyees’ Share Acquisition Plan (Plan), as
approved by shareholders at the Compary's Annual Generad Meeting in May 1999, alicw far Tirectors o make subseguent amendmenis to the Plan in accordance
with the rules. Amendmenits to the rules regeired to implement the new PIP were approved by Directors in March 2005,

The introducticn of PIP followed an extensive review by the Beard, including consideration of independent advice from Egan Asscciztes, on the design and
managertent of variable remunerstion within the Company.

Cnly mominated managers and Executives participate in the PIE The level of award opgortunity is determined by an individoal’s rede within the business and
capacity to impact the resuits of the Company. In 2005, 36 employess (including the Executives) participated in the cash and equity form of PIR with a further 94
staff nominatzd for the cash orly farm of the Plan.

PIP provides for an ‘at risk' element of remaneration requiring the attainment of annually sed, pre-determined ohjectives and fargets. Objectives are both financial
and non-financial and are developed individually for participating siaff. Performance objectives relate to firancial, emdronmenial, health and safety performance,
business improverment projects and specific fargets within the Executive's functionad responsibilities. Individual objectives are required to align directiy with the
Compary’s strategic plan and annual Fudgeted plans.

Chjectives, measures and targets are sef on an annual basis and are subject o the approval of the Board, and are spplicable to both the cash and equity
componenis of the Plam.

Invitations to participate in the PIP were made by the Board to Executives at the commencement of tha 200% year. Invitations detailed the ruies of the PIP and
performance criteria required far the award of either cash or deferred equity in the form of share righis being granted.

For the 2005 performance year the maximum incentive award avatlable under PIP to the Managing Director and Chief Executive Officer was 1255 of fixed
remuneration, with @ makimum incentive of 80%: for ofher members of the Executive team. The size of the incentive award is determined at vear end on
assessment of the extent to which the individual’s objectives have been achieved. OF the incentive determined, half is awarded as a cash payment and haif an
deferred basis in the form of share righis,
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MOGTE 34, KEY MANAGEMENT PERSONNEL fecontinued)

In 2005, fuka's financial performance (net profit after tax and return on shareholders’ equity) represented 35% weighting in determining satisfaction of the criteria
far an incentive payment, Health and safety performance {injury freguency rates; number of level 2 environmental incidents) was apportioned at 1096 16 15% and
key objectives from the Executive’s operational or funclional responsibilities accounted for the bajance.

The PIF is desigred to link the financial cutcomes of Executives to achievement of Comparny results. Each measure and objective has rigorous targets defined at
thrashedd {minimum level of performance requived), farget (performance as budgeted) and stretch {superior performance — maximum level of mward). Outcomes af
PIF obiective are sulject to rigorous assessment by management and, for the Executive management group, by the Board.

In 2005, threshold achievement required @ 90% achievemnent of the target or tudgeted performance of the Company and paid 455 of the apportioned award.
Target achievement required meeting 1005 of this criterion and paid 65% of the apporticned award. Strefch achievemant required a 1208 performance against
thiz criterion, and paid 10045 of the apportioned award. There is no additional payment applicable to the Executive above stretch, nor is any award payable bolow
thrashedd level of financial achievemant.

Targets and Payment of Awards!

Thyesheld Targel Sireich
{Eowest level of performance for which an incentive is payahle} Target = Burlget Magimum Ackievahle Strelch = Budgel + 20%
Budget/Target i) 10% Pays 454 of Incentive Pays up to 100%: of Incentive

Pays 454 of Incentive

[éote 1:

v B awarcs ara subdect {0 azsessment and anproval.

v Bardls abova larged e ekpectad [ represent A superior leval of achizvemsnt,

At the end of the performance period in December 2005, performance crileris were assessed for each Executive and an incentive award defermined based on the
level of achievement. Half of the incentive award was paid in cash in March 2006, The remaining half will be transferred to the Executive as rights to fully paid
shares in annual instalments of 254 over the next fouy years, commencing in January 2607, Further, a four year holding pericd applies to each grant of shares. Al
shares awarded are purchased on the open market.

The value of award fo an Executive is directly linked to the long term share price. The higher the fevel of share price growth and hence shareholder value creation,
the higher the level of Executive award through the share entitiement.

The financial and mon-financial objectives and measures are the anly oriteris required for defermiming the share eniitlements of Execulives.

Performance fncentive Program 2006

In February 2006, the Board approved a number of refinements o the PIP following its first vear of operation. Inceniive arrangementis were reviewed in light of
Huka's market perfarmance and prevailing market conditions.

From the 2006 performance year, the Board has decided to increase the emghasis on financial cljectives, Greater weighting (3094 of the incentive opportanity} is to
tre given to financial measures of performance to reflect the most significant priority of the business. Enviranment, Health & Safety measures remain weighted a1
tretween L0 to 15% with achievement of individuai performance ohjectives adjusied to 355 to 40%. In many instances individua! objectives aiso farget key
financiat and performance based outcomes.

Maximum incentive apportunity for Executives mambers will increase from 809 to 9044 The thrasheld, target and stratch performance hurdle rates are maintained
in the 2006 PIR

The four year holding period on vested share rights applicable in the 2005 year will be replaced by a 504 mimimum holding requirement once @il shares have vested
in the 2006 Han.

Long Term Incentive Plans prior to 2005

Prior to the introduction of the PIP in 2005, the Company cperated long term incentive plans pursuant to the terms of the Direciors, Executives and Empicyess
Ehare Acquisition Plan (Pan). The Plan was apgroved by shaveholders at the Annual General Meeting of the Company in May 1999, Each year the Board may invile
the Managing Director and Chief Executive Officer, Mr Folweli, and cther employess determined by the Board to held an executive position, to participate in the Plan
as a means of providing thaose Executives with an incentive to enhance the performance of the Company. The terms of the annual offer included an aliocated
maxiznm mamber of shayes {mawimum alocation) o be acquired ar retzined under the Plan on behalf of the Executive if certain performance criteria, as
determined by the Board, are satisfiad.

45 sk Besnaress Lim Regirt 2005
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HOTE 34, KEY MANAGEMENT PERSONNEL (contisued)

The performance criteria for aach offer were based on iotal shareholder return against a defined comparator group of companies over & three vear performance
pericd. Af the end of the period, the performance of the Company against the comparatar growg is assessed and @ determination is made as 1o how much of the
maximurt allocation the Executive will be entitled {o have acquired on his or her behalf by the frusiee. Once the maximum aliccation is defermined, the trustee
purchazes the shares and holds them on trust far the Executive for & maximum period of 10 years. At the end of the 10 years or earlier if approved by the Board,
the shares are fransferred from the frustee to the Executive.

Since the Plan was approved by shareholders, there have been individual offers in respect to 2001, 2002, 2003 and 2004, Under the rutes of the Plan, the

entilemant assessment for the 2001 offer was extended for @ further vear and was assessed on 30 June 2005, The performance period for the 2002 offer has also

concluded and was adso assessed on 30 Jane 2005, As the 2003 and 2004 offers are stilf subiect to the three year performance pericds, there has been no
defermination of the enfitlement i shares.

Details of potential share grants under Long Term Incentive Plan

Al offers fincluding plans vested in the 2005 year} and details of the maximum alocation for the Managing Director and Executives are shown the Table 1 below, It

should be noted that the maximum aliccations listed are subject io the respective performance criteriz, If at the end of the perfarmance period the perfarmance
criteria have not been met there will be no entitlement to shares.

Table 1 - Maximum Potential Share Allocation

Performance Pericd

GLIO7/03 - 30/06/06 01/01/04 - 3112/06

Birectors of uka Resources Limited

K 3 Fobaedl 35,336 100,000

Executives of liuka Resources Limited

W R Bisset 21,153 41,376
M 4 Bourke! B -
D H M Calhoun® -

D C Grant - 15,651
Shiard: - -
C Wiisan® - -

1. W Bowrke resigaed on 3 March 2005,

Zo D H M Caown was anpsintzd 1o tha position of Executiva Seneral Manaser ~ Paople and Comrmunities on 21 Febwuarg 20505,
3 [ Crant was appaintec 1o 192 pazition of Caief Finangial Officer on 23 Jizly 2004,

A BWaris aolestial sharve entitleraeats wers fariefed upon lermination in accosdance with his conlract oa 13 Fehragey 2004,

S CWAlson was appainted ta the posidion of Geaeral Manager - Lagal and Comaany Secralary on 29 Movemler 20061,
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MGTE 34, KEY MANAGEMENT PERSONNMEL fcontinued)

Details of Shares Granted under Performance Incentive Plan (PIP) and Long Term Incentive {LTI) Plan in 2005
Tahie 2 - Actual awards matte under £F] plan in 2008

Parformance Period

GLGTIOL - 01060412 1/07/32 - 30/06/062

Directors of Huka Reseurces Limited
Kb Fohwetl =

/A

Execetives of Tuka Resoures Limited

W R Bissat .. WA
b o B - 1,563

D H M Cathourd .~ WA
DCGrant, - e

S Wards ..

Cifitsons

Award Date T s T

VEStiﬁg Dale : ]_7’/(]3/05 ................................... 17/08/05 ...............

i Plan extesidesd Dy one vear from 2004,

2. Under the 2081 sri 2002 plans, selativa TSR pedorzance was measured aoainst e ASK 8 Becoarces Indek. Wil rewsrd was payalble uider the plans Tor parformance belse (e S8 For each L3

anave SO, 48 of tha 1o1ad e of shares in the awan was aapanle. For ke 2001 anid 2062 alan, 14 28% an 25 30% was allocatad acerdingly

3. W J Bourke resignec on 3 hareh 2006,

A0 T H M Calhaun wasz apooisied o e position of Executive Geners? danagsr -~ Peopie amd Dorarssidies on 22 Fehnaaey 200%.

b S War term | 3 gecordance witls ws coatract on 10 February 2006,
£ CWilaon waz apadintes o ihe nozition of Gereral Manager - Lecal aaa Compargy Secreiary oa 29 Navamber 2004,

Fair Vahie per share for awards made under the LT Plan in 2005;

Pesfarmance Parind 01/07 /01 — 30/06/04 = $0.00

Perfarmance Period 01707 /02 ~ 30/06/05 = $2.09

Fair values ware determined in accordance with AASE 2 Share based Paymant by the Tirectors with reference 1o a Monte Carlo anabysis performed by KPMG.

Tabie 3 - Actual awards made under PIP in 2005
Performance Period

GHOL/04 - 31/12/04¢

Direztors of Huka Resources Limited
T N

Executives of Huka Resources Limited
WREset L
il J Bourked - }
D H M Cathoun .
DCEGrant
SWardd .. .
Cilsont

Vesting Dale 2008, 2009°

I Transiion year far imzsduction of P2E The sulas of dhe 2005 PIP are agakeanlz 10 tha plan. Mz furiler perionnance criteris apales.
.M Bourke resigred on 3 Mavch 2006, Entidlements 1o shares croer tha P2R wess fariefted upoa resigsation.
. B H M Calheun was apaoinied (o 1he pozition of Executive General Manager - People sad Corsmunities on 23 Febraary 2005,

L CWilzen was aggaiied o e position of General Manager - Leial asd Cormpany Secreiary oa 29 Novamber 2004,

[ O IR 1

o SWardl terindnated i mccordancs Witk At contract an L0 Falbriary 2006,

£ WEslsg in e ecuat franches on G138 /2308 anc DLANLSZ009 respactivaly,

Ed ks Resoureas Limited ang G

Il Eatities Finansizt Repory 2005
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NOTE 34, WKEY MANAGEMENT PERSONNEL (continued)

Fair Value per share for awsrds made under the PIF in 2005:
Parformance Period 0L/01/04 — 31/12/04 = $4.30

Fair values were determined in accordance with methods prescribed by AASE 2 Share basad Paymant.

REMUNERATION REVIEWY

The Compary conducts & review of the remuneration of Executives and staff on an annual basis. For direct reports to the Managing Director and Chief Executive
Ciftoer, remunaration raviews are effective L January each year and ather employes reviews are effective 1 March of each year. Guidelines for reviews are
considered by the Board following recommendation by the Remuneration and Nomination Committes in February of each vear. Review quidelines are based upen the
outcomes of direct and related market review data and external advice from the Company's remuneration advisers. Al employees and executives participate in
performance review process which is used in comjunction with market data to determine agpraprizte remuneration recommendatians.

Individual progress agatnst objectives of the PIP is reviewed throughout the performance vear with farmal reviews coourring at half-year and 2t the conclusion af
the perfarmance year

Recommendations by the Managing Directar and Chief Executive Officer for PIP award outcomes and remuneration far his direct reports are submitted to the
Committee in February each yean In respect of all ofher eligible PIP participants, a one up manager appraval process applies with final Marnaging Director and
Chief Executive Officer authority prior to any award or remuneration review being implemented.

TLUKA RESOURCES LIMITEDR EMPLOYEE SHARE PLAN
The Companry cperates an employes share plan under the rules af the Duks Resources Limited Employee Share Plan.

The Board may, from time to time, at its discretion, make written offers to employess to acquire up to $1,000 of fully paid ordinary shares in the Company from the
pre-tax remuneration of amployees. An offer was made during the financial year which was taken up by four Executives. Overall, 34% of eligibie amployess
pariicipated in the 230% Han.

Consistent with usual industry practice, shares acquired under the Emplayes Share Plan are not subject to performance conditions as the primary objective of the
plan is o encourage share ownership by all emplovees and thereby provide emplovees with a0 incentive o participate in the growth and developmant of Huka.

MANAGING DIRECTOR
The Managing Tirecter and Chief Executive Officer is Mr ¥eith Michasl {Mie} Folwel, aged 51 Remuneration and other terms of employment for M Fohwell are

formadized in 2 service agreement,

The service agreement for the Managing Director and Chief Executive Officer was reviewed by the Board during the course of the vear. Mr Folweli was initially
employed on a five year term, commencing ar L May 2002 and {erminating on 30 April 2007, The Board annaunced during the vear that it had agread with Mr
Folweli on an ongoing contract of no fiked term, principally on the same remuneration 2s greviously, nammely:

= Fised remuneration, inclusive of superanraation of $870,000 per anmum ard non-cash benefits such as car parking, persona) phone and sgouse travel; and

-~ participation in the PIP as outlined elsewhere in this report,

Payment of termination benefit by the Company (othar than for gross misconduct) is equal to one year of iotad fived remuneration. An amount equivatent to 18
manihs of tofal fixed remuneration is payable in the event of redundancy.

In the event of bath fermination and redundancy, Mr Folvel wouid be paid a pro-rata portion of the cash component and PIP bzsed on his perfarmance up and untii
the date af terminatiarn.

In respect of shares under the Share Acguisitior Plan, in the event of termination, Mr Folwell will retain only shares that have vested to lim. In the event of
redundancy, in addition to an enfitlement ic vested shares, the Board may give further consideration in accordance with the rules of the Share Acquisition Plan,

Iy Folweliis reguired to give six manths nofice ta the Company in the event of resignation.

My Folwels remuneration is established by reference to the market and with particular reference 1o companies of a similar size in terms of market capitalisation
and aperating revenues. His remuneration is reviewed on an annual basis in December by the Board with assistance from extarnal advizors, The totat
remuneration paid to Mr Fotweldl in 200% is shawn in Table 5.
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MOGTE 34, KEY WMANAGEMENT PERSONNMEL icontinued)

NOM-EXECUTIVE DIRECTORS

The remureration of the nop-executive Directors is determined by the Board on recommendation from the Remuneration and Bomination Commities within a
maximam aggregate amount approved by sharehaoldars at an Annual General Meeting, The current maximun as agpraved vy sharehalders ot the Annual General
Weeting held on 12 May 2004 i $1.1 million. The total amount paid in 2005 was $794,562, including superanmuation.

Areview of Huka's non-executive Director fees was corducted during the year by Egan Associates. The review took intc account the nature of Directors” work, their
responsitilities and the survey data on comparative companias, As a result of this review, the following fees were agphied from 1 July 2005
«  Mon-executive Director Fees

Board Chairman {inclusive of Committes fees) $186,945 per annum

Board Member £82,500 per ammum

+ Board Member Commitier Fees

Audit and Risk Committes Chairman 520,500 par anmum
Remuneration and Mominaticn Cormmittes Chairman $15,500 par armnumt
Audit and Risk Commitiee Member 330,000 par anaum
Remuneration and Mominaticn Commrittes Member 57,500 per annum

With these increases, the current total non-executive Director remuneration s $841,945 per annum, excluding suparanauation. The minimum reguirad ampioyer
stperanruation contribition is paid inte each Director's nominated eligible fund and is in 2ddition ta the above fees.

Prict to 1 duly 2003, ali non-executive Directars participated in  defined benefit section of the Tiuka Superannuation Plan. As at 30 June 2003, the enefits in the
defined benefits section were calculated and transferred to an accuinulation section as af L July 2003,

Mor-executive Directors are able 1o purchase Company shares under the Directors’, Execulives' and Employees’ Share Acquisifion Plan ulilising the funds that would
ciherwise fre payable to Directors in cash for Divectars’ fees, These shares are soquired on market and all transacticn costs are barne by Girectors. Details of
Directors’ share purchases are listed on page 59 of this Financiat Report. Mo performance conditions attach to these shares as they are purchased using the funds
that woald otherwise be payable by the Company fo Directors in cash for their fees.

DETAILS OF REMUNERATION
Summary details of remuneration for Key Managemeni Personnel are shown in the fabie below:
Tabie 4 - Agaregate Compensation for Key Management Personnel {includes Executive Birectors, Non-Executive Divectors and Executives)

Short Term Benefits] Post Employmeni Benefits? Share Based Paymenis? TFotal

3 k3 k3 k3

NomBxecutive Directors,_ """ 10 643,095 - 66118 114375 | 823,588,
S L 1,026,113 1,585 L 227,968 1,265,666 ©

Managing Director -

Exacutives 2602955 184,607 277785 3,065,347

Total T azzies .262,310 ..................... .{;20'128 ................. sl
2004

MNen-Executive Directors 583,503 82,438 56,288 722,229
IWanagirng Directar 1,265,432 35,0582 152,514 1,453,400
Executives 3,075,693 144377 179,578 3,400,048

Total 4,924,628 261,367 383,782 5,575,277

i oy sash Safery ane Fees, FIF Casly, Mon-monslary Danafits fotser than shara hagesd aawnans), ard 'Othar’ remureration,

I Comprizes superannaation.

3. Comprises EBnaloves Share Plan, 218 ety and Lore Teon Inesnlive fedich iz selied via tha iszuz of 2uily).

52 sk Res

Fing Regirt 2005
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HOTE 34, KEY MANAGEMENT PERSONNEL (contisued)

Details of the remuneration of each Girector of Huka Rescurces Limited and each of the Executives of the consolidated entity, including their personaily related
entifies, are set oul in the foilowing tabiles. Amounts in the 'PIP cash' calamn are dependent on the satisfaction of performance condifions as set cut in the section
headed “Performance Incentive Plan™ above. Amounts in the "Share Plan' and *Lorg Term Incentive’ columns relate to the 2605 component of the fair value of
awards made under the PIP and 171 plan respectively. A other elements of remuneration are not directly related to performance.

REMUNERATION OF DIRELCTORS
Details of remuneration of each Director of Jluka fesouyces is shown in Table 3.

Table & - Bivectors’ remuneration

Caszh Salary MNor-Monetary Share PIF Long Term
& Fees PIP Casht Benefils Superannuation Plan? Equily? Encentive® Other Tatal

Nane 13 kS 13 g g g S b S

WHJBarr . 88750 el 96,738 -
G D Compbeil " 50745 . 43,325 100,633
VADavies - 73,2457 o125 - NN
RLEvery. L L 50,745 - 43325 01,633
ICRMackende 178473 el 198536
DB Morley " 98,750 - aomess
dpzey, L asem -
FATastla .83,?50 e T e e e

Subtotal” 643,095

Wanaging Director — T - TR B TRat T T
KM Fotwell © 855,583 108,750 : 61,780¢

162,869 . U1,265,666

11,585 832 64,267

Total 1498678 108,759 61,780 11,703 115,267 64,267 162,869 - 2,089,254

1. Represants borussas paic or pinalle uader the 215 i selation 1o pericrmancs for tha year enided 21 Recenber 2005,
. Relpdes to pardicipation in the Directors’, Execusives’ ane Srnlopees’ Share Acquizition Pign.

3. Rearesams the estimated monalary valee of shares granted under e PIP Tor ike veay eaded 21 Decampar 2003 (refer 10 Tabla 3 for addittons? details) The edicative valuation was datermzined ir
accordanse with the mezsurement coitaria of aocounting standard AASE 2 Share-hasagd Paymant with ihe fair vakie of shares al grant date being recoprisa:d as renuzneralion an a sraight ling hasis
betwraen granl dala ane vazting dats.

4. Reareseqts the estimaied monstary value of potential shares andsr tke LTI plan far the year ended 31 Decemnler 2085 fredar fo Tabde 2 Tor addiional detailz). The indicative vahzation was ceiermined
in ACCarianee with the messurement cTitania of steounting standard AASE 2 Share-based Payiient. The valzation was determined hy f2I2reace 10 an option pricing nocel.

S Pizsey was appoisted as & dissctar an 7 November 2065,
G Tachuddes car parking, destl, dsadilly s satary coatinuince insurance, spoisa travel and perzonal phone

1n sddifion to the cash payments made under the PIP for perfarmance in the year ended 31 December 2005 detailed in Table 5 above, the cash component of the
PIP shown in Table 9 was paid during 2005, This payment relates to the Managing Director's performance in 2004,
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MOGTE 34, KEY MANAGEMENT PERSONNEL fcontinued)

Cash Salasy MNon-Kanetary Shaye PIP Leng Term
& Fees Cazh Benus! Benefits Superannuaiion Plan* Equily Incentive® Hher Total

Name ] 13 ] b b b b 3 b
2004
Wi H J Barr FH5G0 - - 7,065 - - - - 85,565
G D Campbali 49,979 - - 8,953 27,271 - - - 54,203
YA Davies 44350 - - 30530 15,850 - - - 54,830
f L Ewvery: 57,069 - - 5450 3438 - - - 65,957
[ C R Mackenzie 159,271 - - 14,850 5,729 - - - 179,850
DM Marley 85,167 - - 7,565 - - - - 2832
R A Tastuia 78,560 - - 7065 - - - - 85,565
Formes Directorss 30667 - - 2,760 - - B - 33,427
Subtotal 583503 - - 32438 56,288 - - - 722,289
Manzging Director
K I Folwel 771,066 451,700 2,500 35,052 1,282 - 151,234 3,068 1,453,000
Total 1,355,169 441,700 2,500 117,430 57,570 - 151,234 3,068 2,175,229

i Represeats accrusd SAorl Tarne Incentive Dbomgs paid in hlaech 2005,
2 Cr R & Every was apaoisted &2 & Birector on 25 Warch 2004,

3. Refates o aavticiaation in ike Gireclors', Executives' and Enwplayees’ Share Acguisition Plan,

five valkiation was delarmingd in accerdanss with

it iAozl

4. Represents tha ezt | neoretary vaize of pofential staras uader tha Long Term Incentive Plar for tha year snisd 31 Deceraber 2065, The &
e magzieremant criseria of accoenting siaadar] AASE & Share-nazed peyraent. The valation was daternnsd by refersnte (0 a0 Sation arich

S Retates o g 13 raadde 10 persens whe ware Directoes during the veay erded 31 Decersdar 2004 Bal nat al any fme dusing the year 2nided 31 December 2065,

Tahie & — Cash component of PR

Bonus Payment
Name 3

2004 cash cemponent af PI® paid in March 2605
Managing Director
K I Folweli 451,700

2063 cash cemponent af Shart Term Incentive Bonus paid in March 2604
Total 312,375

54 sk Res Fina

Regirt 2005
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HOTE 34, KEY MANAGEMENT PERSONNEL (continued)

EXECUTIVES
Femuneration detaiis for each of the Executives are shown in Table 7.

Table 7 - Executives’ remuneration

PIP Equily
Cash Salary Mon-Moretary Employee Based Leag - Term
& Fees BIP Cashl Benefils Superannuation  Share Plan?  Remuneration? Ircentived {ther Tatal

Name 13 kS 13 g g g S b S

GRAMGE - T59050 2,896 105,501
W R Bisset - - 471415 60,140 - 11,585 . 631,660
M Bourked - 294,338 59,840 . 37,809 - 465,359 -
DM Calhoun? " 311,099 57,000 - 10,619 397,278 .
DCGrant - 330,063 . 63,000 - - “azgsr ar7,785
S Ward®. . Cazzaaa el 48724 . 638,037 -
Cwitson? ~ 237,922 © 55826 30,037 347,747
Tetaa 2154186 295806 61576 184,667 24% 119,201 155088 96,993 3065347

1. Rearesams incesdives payabla in relation io cash cemaanenl of PIF [ar ihe yaar endad Decambar 31 2005 o b paid March 2008).
. Relpdes to pardicipation in the Directors’, Exeoutives’ and Srglopees’ Share Acquizition Pign.

3. Regresams the estimated monalary valoe of shares granted under 192 transiion FIZ foar the wear epdad 31 Dacenler 2585 freler foTable 3 for additional details). Tae indicativa valuation was
letarmings i aecordance widl 1he maasueramant criteriz of accounting standa] AASE & Share-nazed payrent with [ha [air vadize ol shares al cram date Hzing recognize as ramunaration or a
siraight Ene bagis Datwaen grant date and vestiag dale.

4. Rearesents the estimaiec monatay vale of aotental shaves undar tae Lang Tersn Tacantiva Plas Tor ik vear encded 2L Decaanar 2005 (refer 10 Tabla 2 for additions detsils) The ndicstive
valuation was determitied i accordance with the measdrament crileda of accountéing standard AASE 2 Share-fawed Faymant The valuation was deterimined Dy ralarence 1o an option priciag madsl,

S G R Alan’s conlract for servie with Thida ended on 32 March 2005,
G W Bowrke resigaed on 3 March 2008, Entittersents 10 sharas uader the 218 ware Insleiled aaen rezignation.

7. D H I Saltoun was anpaintad [o tha posiien of Execitiva Seneral Marager - Paoale and Communities an 21 Febwuary 246065,

& SWard terminated in accordance with hiz cantracs oa L0 Faonzaey 2006, Em#leinenls 0 shares crder The FIF were farieifed upon resignation.
O UWilson was agpainted Lo the posiion of Geaeral Manager Legal and {oanany Secralary on 29 Movember 20504,

16, Includdas sdatuory berefils paid on eraination,

11, Py vata PIP cash consporesi pail 1o G R Allaa o0 1 Apeil 2008 reresnation.

1% Eross retocation afiowanss pail to 5 Ward assacialz:d with resairiation Irom LE5A = 2004,

In zdditicn to the cash payments made under the PIP for gerformance in the year ended 31 December 2005 detailed inTable 7 above, the cash companent of the
PIP shown in Table 8 was paid during 2005, These payments relate to the Executives” perfarmance in 2004,

Ln
ey
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NGTE 34, KEY MANAGEWMENTY PERSONNEL lcontinued?

PP Equity
Cash Salary Non-Monetary Employes Based Long - Term
& Fees Cash Bonusl Benefits Superannuaiion Share Plan Femuneration Ficentive? Hher Total

Marme 3 b 3 b § § § k] §
2004

G R Allan 269,125 130,190 - 11,052 - - - - 440,367
Wi R Bissaf 445 666 208,84 2,660 11,052 1,282 - 53,245 - 722,085
M J Bourke 254,746 143,208 33,128 35,844 1,287 - 45,081 - 513,289
D C Girant* 256,422 147,508 - 32,627 - - 12,886 - 449,533
5 Wardd 446,460 199,354 - 19,234 1,282 - 64,038 183,403 G13,767
C Wilson® 21,215 - - 2472 - - - - 73,887
Formes Executivest 266,613 - 17,729 31895 892 - B 20,000 337,120
Total 1,940,247 829,184 52,857 144,377 4,728 - 175,250 203,403 3,400,048

. Repreteats tha esfimated moretary vaiue of pofential shares uader the Lang Ters Zrceative Plan for the year enied 31 Decenber 2005, The inticative valuation was delarmined i accordanss

. Enchsies honuses pail or payahlz ercer the Shock Teom Incentive Flan in ralation io perlermance Tor 188 yaar 2ndad 32 Dacambar 2304,

the 2

zieremanl criferia of accounding siandarl AASE & Share-pazed payraent. The valation was datenminsd by refersnte io an Splioa aricing model.

o LG Granl was appointed to e position of Chiel Finaacial Gfficer oa L3 July 2004,

CSWard's remunaration intres an amound of $120,110 a5 & resull of ekpatrisle status for te periad 1 daresry (o 30 Seplaaner 2004 plhus 2 resetifemaat alowanes of $63,293. In addition, it

inchades parnzeat of $38 734 Tor ieave cashied sul. The superannuation [t inchudes & $15.7240 deductian which was a eoreectian far cveraapmant in 2883, The to1al superannuation sarned in 2084
wag $34.574.

o CWilzen was agaointed o 1e position of Seneral Manaoer Lecal and Conypary Sacrefary o 29 Novamber 2004,

. Reates o avinenls rade 1o persens who ware Erscutives during ihe yaar eaded 31 Decampar 2004 ot not &t ary nse during the vear ender 31 Decamber 2005,

Tabie 8 — Cash component of PR

Bonus Payment

Fearse b

20064 cash camponent of PIP paid in March 2005

G R Allan! 130,19
W R Bisset 208,840
I J Bourke? 143,208
D H &t Cathoun® -
D C Grant 147,598
S Ward 199,350
C Wyilsond -
Total 320,188

2063 cash cemponent af Shart Term Incentive Bonus paid in March 2604

Total 476,640

I Lo ora

Sh

.G RAllan's confract for service with Iuka snded or 2L March 2005,
. A Bourke sesigned on 3 Mawel 2006,
. B H M Calhoun was apoaisier to 1he pozition o Execuiive General Manager - People sad Corsmunities on 23 Febraary 2005,

o CWIlsen was aggainted to e position of Seneral Manacer - Leial and Corapany Secreiary 0a 29 Novamber 2004,

Regrt 2005

ks Resoureas Limited ang G
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HOTE 34, KEY MANAGEMENT PERSONNEL (contisued)

EXECUTIVE SERVICE AGREEMENTS

Femuneration and ofher ferms of employment for the Executives are formalised in Service Agyesments. Invitations to Executives to participate in the PIP are issued
each year. Invitations include detaits of plan rules, and terms and conditions of the offar. Major provisions of the agreements refating to remuneration are sef

ouf below.

W R Bisset, Execulive General Manager - Global Operations

- Commencement date: 3 December 2002

« Term of agreement: no fived term

- Fixed ressuneration inclusive of superannuation for the vear ended 31 December 2005: 5485000

« Payment of termination benefit on termination by the employer {fother than for gross miscorduct) equal to one year's totad fiked remuneration

*  Pro-rata cash based PIP based on performance up to and untd the date of termination

M [ Boutiee, Executive General Manager - Technical Services
~  LCompencement date: 30 Aprid 2001
» Term of agreement: no fiked ferm

»  Resigned: 3 March 2604, A termination payment has been made. Getails of the payment wiil be disclosed in the Remuneration Report for the financiai year
ending 31 December 2006 in accordance with statutory requirements

»  Fived remuneration inclusive of sugerannuation for the year ended 31 Gecember 2005: $340,000
»  Payment of termination benefit cn termination by the emplaver {other than for gross miscenduct) equal to one year's total fiked remuneration

~  Pro-rata cash based PIP based on performance U to and until the date of termination

B H M Cathoun, Executive General Manager - Pecple & Communities

- Cammencement date: 21 Febroary 2005

« Term of agieement: no fived term

- Fixed resnuneration inclusive of superannuation for vear ending 31 December 2005 $375,000

+  Payment of termination benefit on termination by the employer fother than for gross miscorducty equal to one vear's totad fiked remuneration

- Pro-rata cash based PIP based on performance up to and untd the date of termination

3 C Grant, Chiet Financial Oificer

» Commencement date: 15 September 2003 (appointed CFO on 13 July 2004}

» Term of agreement: no fiked term

= Fised remuneration inclusive of superannuation for the year ended 31 Decembrer 2005: 375,000

»  Payment of termination benefit on termination by the emplayer {other than for gross miscorduct) equal to one year's totad fiked remuneration

~  Pro-rata cash based PIP based on pedormance g to and until the date of termination

8 Ward, Executive Generai Manager - Sales & Marleting, Business Develonment and HSA Operations

~  Commencement date: 1 October 1999

» Terminated: 10 February 2006

» Term of agreement: no fiked term

= Payment of 12 months fiked remuneration {5485,000} in accordance with the empicymant contract

~  Fixed tarm inclusive of superanmuation for the vear ended 31 December 2005 $485,000

»  Payment of termination benefit on termination by the emplayer {other than for gross misconduct) equal to one year's totad fiked remuneration

~  Pro-rata cash based PIP based on performance g to and until the date of termination

Ln
-
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MGTE 34, KEY MANAGEMENT PERSONNEL fcontinued)

£ Wilsen, General Manager - Leoal and Company Secretary

- Commencement date: 29 Movember 2004

- Term of agreement: no fived term

- Fixed remuneration inclusive of superannuation 1o 28 Febraary 2605: $264,772; increased to $271,000 from 1 #arch 2605

« Payment of termination benefit on termination by the emglover fother than for gross misconduct equal to one year's toiad fived remuneration

- Pro-rata cash based PIP based on performance up to and untid the date of termination

W Hugo, Executive General Manager - 3ales & Marlceting

- Commencement date: 5 May 2003 {appointed Executive General Manager ~ Sales & Marieting an 21 February 2006)

« Term of agreement: no fived term

«  Fixed yemuneration inclusive of superannuation from 21 Febroary 2006 $340,000

« Payment of termination benefit on termination by the emglover fother than for gross misconduct equal to one year's toiad fived remuneration
« 3 moenths notice required upon resigration

- Pro-rata cash based PIP based on performance up to and untid the date of termination

Tabie 9 - PIP shares awarded to Birectars and Executives for 2005 Performance

Vesting Date

Name GL/OLOT 01/01/08 GLIOLIOS 01401710

Birectors of Huka Respurces Limited "

Execgtives of Tuka Resources _l_._i_rn_ited.'
5 R Al SR
W R Bisset
M Bourke? -
D H M Cathouns
D CGrant o

Citson 2,394 2,394

iR Allan's contract for service with Zluka snded or 31 March 2005,

. A Bourke sesigned o 3 Maecl 20086,

2
3. BH M Calheun appointel a2 Execative Sereral Manster ~ Paogle and Comsrnities on 21 Febvuary 2804
49

S Wardl teriminated in accordancs wish his confract an L0 Felbruary 2006,

58 sk Res
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Notes to the Financial Statements

for the yvear ended 31 Decembar 2065

HOTE 34, KEY MANAGEMENT PERSONNEL (contisued)

SHAREHOLDINGS

Thie number af shares in the Company hetd during the financial vear by Key Management Personnel of Tluka fesources Limited, induding their perscnaliy related
entities, are set out below.

Table 10 - Directors’ Shareholdings

Bajance ai the slarl Changes during Balance at the end
Name of the vear the year of the yvear

Non-Execative Birectors S
1CR Mackenzie ..
W H J Barr - )
G D Campbedl ..
¥ & Davies *
RLEvery "
Dbt Morlay
S Pizeyt.
R ATastula

K 1 Fohwell 16,478 14119 30,597

1. Pizesy waz apnointed as & Birector on ¥ Hovamnar 2005,

Table 11 - Key Management Personned Other Than Directors Sharefintdings

Bajance ai the slarl {ther charyes during Baiance at the end
Name of the vear the year of the yvear

G % Aliant. .
W R Bisst
M J Bourkez. .-
0 H:34 Calhours -
OCGrant .

Sfardt L

€ Vifitsan . . L

&R Allan' conlract dor sarvice with Iuga erced on 32 Rarch 2005,
b o Bonsrke resigass on 3 Marcy 2004,

D H 1A Caloun anaainied a3 Exoculive Geaeral Manager - Peenla aro Caimnimirdties on 21 Febrzary 2005, Shaves acquiresd 2050 appoietment &5 Executive Gensrad Manager - Peopie and Dorsranidies.

El R L

SWeard serminates in accogidance with his contract oa L0 Fabrzary 2008

Loans 1o Key Management Personnel

Ma loans existed at the commencement of the year and no loans were made during the year ended 31 December 2005,

Other transactions with Key Management Personnel

There were no transactions which occurred between the consolidated entify and Key Management Perscnnel that were outside of the nature described below:

{ay Dccurrence was within a normal employes, customer or sugpher relationship on ferms and conditicns na more favourable than thase it is reasonable {o expect
the consolidated entity would have adopted if dealing at arms length with 2n unrelated individoal;

ity Information about these transactions does mot have the potential to adversely affect decisions asbout the allocation of scarce resources made Iy users of the
financial report, or the discharge of accountability by the Key Management Personnal; and

{c} The transactions are trivial or domestic in nature.

Therefore, specific detals of cther transactions with Key Management Personnel are not disciosed.
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MOGTE 35 REMUNERATION GF AUDITORS

During the year the foliowing fees were paid or gayable for services provided
by the zuditar of the parent entity, its related practices and nen-reiated audit firms:

{a)

(b}

{c)

Consolidated Parent entity

2005 2004 2005 2004
$ $ $ §

ASSURAMCE SERVICES

Audit and audit related services

Fees paid io PricewaterhouseCoopers: e SRR
Pl Australia® C-BGAA22 . 652,800 . -bhlAZ2 517,800

Other Pwl firms : 60,782 sams i

Total ramuneration for assurance services 865,204 o 707,135 .641,422 517,800

TAXATION SERVICES

Fees paid io PricewaterhouseCoopers:

48,000 52,662 L AB000 52660

P Australia
Other PwC firms Ceg2ge  ersea .
Total ramuneration for taxstion sarvices o .?6,296 o 120,208 ’ 52,667
ADVISORY SERVICES
Fees paid io PricewaterhouseCoopers: .
PuC Australia ) N Y ) .
Totai remuperation for advisory services - .... gm0 "

* Included i sudid fees poid 2 PeC dustrals sve sraousts of 245,500 (2004: 382,240 for the consalitate eadity and $119.500 (2084: B52,242) [or the aavanl entily for the [ransiion Lo
Ausiraliza equivalzats of Imernational Fiaaneist Repostiag Standards.

MOTE 36, RETIREWMENT BENEFIT OBLIGATIONS

{a)

#

SUPERAMMUATION PLAN
Australia

Al empicyess of the consolidated entity whe do nof elect an atternate fund under the Superannuation Fund Cheice Legislation are entitled to benefifs from
the Ttuka Section of the ING Master Trust {Master Trust™ on retirement, disability or death, The consotidated entity only provides superarnuaticn through the
Master Trust. The vast majcrity of members are entitled to accumulation benefits anly in the Master Trast. The Master Trust alzo provides defined fump sum
and pensicn benefils based on years of service and final average salary for 2 small number of members. The defined contributian section receives fied
contributions from consolidated entity companies and the cansolidated entity’s legal or constructive obligation is imited fo these confributions.

USA

Al empioyess of the US cperations are enfitled to benefits from the US cperations’ pension glans o retirement, disability cr death. The US operations has
two defined benefit plans and one defined confribution plan. Ore of the defined benefits [dans provides a monthly benefit based an a sef amount per month
per year of service, The other defined benefit plan provides a monthly benefit based on average salary and years of service, The defined contribution plan
receives an employee’s elected cantribution and an emgloyers match-up io a fived percentage and the entity's legat or constructive chligation is limited to
these coniributians.

The folowing sets cut delads in respect of the defined benefit section andy.

JIEEERS Fing Regirt 2005
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for the yvear ended 31 Decembay 2065

Consolidated Paramt entify
20065 2004 2005 2004
F3 M M k2

HOTE 36, RETIREMENT BENEFIT OBLIGATIONS (continued)

{t}  BALANCE SHEET AMOUNTS

The ameounts recogmised in the balance sheat are determined s followss:

Defined benefit glan obligation 154
Defined benefit glan assets {14.3}
Deticiency of net market value of assets over the present value of employvees’
accrued banefit payments 43
Actuariad gains -
Past service costs 4.5
Met lability {asset} in the balance sheef* (L6)
* A suralus of S0.6 millien in sespect of e Master Treet plan iz achaded in tha 2005 dadiciency of
$0.8 millior. That is, 1he amaant recagnized &5 & Gabilidy in the balance sheel telals 1.4 milisn wihisst
e sirahss armouns of S0 mifien #as Deen recoynised a5 a3 45581 i the balanes sheel
Irelar Mote L5) The strphis haz bean included in fkis nole Tar reconcsiation purposas anly.
The consolidated entify may use any surplus in the defined benefits sectian for the
purposes of paviment of superanruation expenses, a contribution holiday or &
reduction in emplover contrifiuiions, As part of the process of transferring to the
Master Trust approgimatedy $0.3 willion of the surplus was allocated to the cost
af the transfer.

fcp CATEGORIES OF PLAM ASSETE
The major categories of plan assets are as follows:
Cash L3
Equity insiruments GG
Debt instruments 27
Property .2
Other assets IO .-

141 "

The assats are invesied with professionad investment managers. The number af
shares (if anyy of [uka Resources Umited held &y the managers is decided solely
by the investmeni managers.
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NOTE 36,

{d)

#2

RECOMCILIATIONS

RETIREWMENTY BENEFIT GBLICATIONS {continved:

Feconciliation of the present value of the defined benefit chligation,

wihich is partly funded:

Balance at the beginning af the year - Australiz
Balance at the beginning af the year - US4
Current service cast

Interest cost

Coniributians by Han participants

Artuarial gains and losses

Foreign cirrency exchange rafe changes
Benefits paid

Balance &t the end of the year

Reconciliation of the fair value of plan assets:

Balance at the beginning of the year - Australiz
Balance at the beginming af the year - USA
Expected return on plan assets

Actuarial gains and losses

Foreign currency exchange rate changes
Contributions by Group companies
Contributians by Fan participants

Benefits paid

Balance at the end of the year

.

Cansodidated

2605 2004 2005
$hA M M

Parent entity

2004
&M

Australia only

85

a4
a4
0.2

o hustralia ondy

87

The present value of the 1S defined benefit Hans' ciligations and assets were balanced as at 31 December 204, However, the reconciltation of the

movements in the fair vakue of the defined benefit chligation and plan assets are not avatable at this time.

sk Res
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for the yvear ended 31 Decembay 2065

HOTE 36,

{2}

RETIREMENT BENEFIT OBLIGATIGNS

AROUNTS RECOGNISED IN THE INCOME STATEMENT

Current service cost

Interest cost

Expected refurn on fan assefs
Past service cost

Increase in allowance for contributions tay on net liability

Total included in employes benefits expense

Actual return on Han assets

The present value of the US defined banefit glans’ obligaticns and ass:
padanced as at 31 December 2004, However, the reconciliation of the

Consolidated

20065 2054
M M

2005
2

Paramt entify

2004
M

foontinuedl

Australia coly

0.4 .
0.4 .
(05} .
...... T ” :
..... L 0 '

2is were
mavemants

in the fair valug of the defined banefif obligation and plan assets are not available

at this time. Accordingly, the 2004 comparative figures in this secticn
the Austrakian plan ondy

PRIMCIPAL ACTUARIAL ASSUMPTIONS

The princigal actusrial assumptions used {expressed as weighied averages)

were as Tollows:
Abstralia®
Giscount rate

Expected refurn on fan assefs

Future satary increases

Exprcted rate of inflation

UsSA*®*

Discount rate
Expected refurn on fan assefs

Future satary increases

Exprcted rate of inflation

*Tha expected rate of relurr on 238812 kas baen based on kstorical and futire expsctationz of retums for each of tha majer calagaries of 23881 classas a3 waki a3 the exnacted and actual

rapresent

Consolidated

Paramt entify

2065 2004 20085 2004

6.0 4 .

6.5 % .

504 .

204 .

L B5% 5.8% .
18% 75k .
30% - 304 .
...... P pou '

allacation of plan zszets 1o theze nusor categeries, Thiz vesulted in the selaction of an 5095 rate of return grozs of Lag (and 2ef of exoanzea) and a &.5% rate of ralurn sed of fax famd 2kpenses).

e expected rate of ralurn or 33seds has bean based on historeal and flue expactations of returns for each al ihe major categories of a3sed clazsas as wed as the exnactad anil acluai

lacation of plan aszels 1o thess maior caterories, This resuléed ia the selection of &

e rafe of vature fed of fax (and expensaz).
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MOGYE 36, RETIREWMENT BENEFIT OBLIGATIONS {continved:

)

{h}

fd

EMPLOYER CONTRIBUTIONS

Australia
Emplayer contributions to the defined benefits section of the plan are based on recommendations by the section's actuary.

The objective of funding is to ansure that the benefif entitiemenis of members and ofher beneficiaries are fully funded by the time they become pavable, To
achieve this objective, the actuary has adopted a method of funding benrefits known as the aggregate funding method. This furding methed seeks to have
benefits funded by means of a tofal contribution which is expected {e be & constani percentaqe of members’ salaries ower their worling lifetimes.

Using the funding method desoribed above and particular actuarial assumplions as io the defined benefits plan’s Tuiture experience {as detailed below), the
actuary recommended in the actuarial review, the payment of employer contributions to the defined kenefit plan ranging between 4,04 and 12.4% of
salaries dependent on the defined benefit category of membership.

Totad employer confributions expected to be paid by consciidated entity comparies for the year ending 31 December 20066 are $0.3 miliion.

The eccnormc assumplions used by the actuary to make the funding recommendations were & iong term investmeant earming rate of 6.5% pa (net of fees and
taxes), & salary increase rate of 5% pa and & discount rate of 4.3%% pa for the pension liabilities,

USA
Emplayer contributions to the defined benefits section of the plan are based on recommendations by the plan's actuary.

The objective of funding is to ensure that the tenefif entitiemenis of members and ofher beneficiarias are fully funded by the time they become payable. To
achieve this obective, the actuary has adopted a method of funding berefits known as the Projected Unif Credit {PUCY method effective as at 1 January
2063, Under the PUC methed, unfunded past service is amortised over 10 vears and future benefit accruais are funded during participanis’ working lifetime
with cost varving based on the age of participants. Actuariad gains/losses are amortised over 5 years.

Using the funding method desoritred above and particular actuarial assumplions as o the defined benefils section's future experience {3s detated below},
the actuary recammended in the actuariad review, the payment of $210,287 representing 1.78% of pmyroll for the salaried defined benedit plan and md for the
hougly defined benefit [lan.

Totad employer confributions expected to be paid by consciidated entity comparies for the year ending 31 December 2006 are $0.7 miliion.

The ecenortc assumplions used by the actuary to make the funding recommandations were a 1anrg term investment earning rate of 8.0% pa (net of fees and
tanesh, & salary increase rate of 3.5% pa together with an age related promotionat scade and an inflation rate of 3% pa.

MET FIMAMCTAL POSITIOM OF FLAN

In accordance with A4S 25 Financial Reparting by Superganuation Plans the plan’s net financial position is determined zs the difference betwaen the
present value of the accrued benefits and the net market vaiue of plan assets.

Australia

This has been determined as at the date of the most recent financial report of the superannuation fund {30 June 2065}, and a surplus of $0.6 million was
reported. There has been no significant change in the plar's net financial Fosition from 30 June 2005 1o balance date,

USA

Tha net financial pesition of the USA plans has been determined as at the date of the most recent financial repart of the superanmuation fund {31 Gecember
2005}, and a deficiency of $1.4 million was reported.

JIEEERS Fing Regirt 2005
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for the yvear ended 31 Decembay 2065

Consolidated

20065 2054
M M

HOTE 36, RETIREMENT BENEFIT OBLIGATIONS (continved)

{i} HISTORIC SURMMARY

Defined benefit glan obligation 184
Plan #zsets {14.3}
Defict 58 13
Experience adjustmenis arising on ptan liabHities* -
Expetience adiustments arising on plan assets* 0.3 o B4
* fuzstralia cnly
Information in respect of all defined benefit plans is unavailable prior to 2004,
Consolidated Paramt entify
2065 2054 20085 2004
F3 M M k2
NOTE 37, CONTINGENT LIABILITIES AND ASSETS
Contingent Habilities
Details and estimates of maximum amaunts of cortingent liabilities are as foliows:
Parformance and financial qguarantess (a} 7OF o 304 o 74

iy The consalidated entity has negofiated @ nuatber of bank guarantees in favaur of variows government authorities and service providers to meet its
abdigations under exploration and mhning tenements.

iby  Thereis scime risl that native title, as established by the High Court of Australia's decision in the Mabo case, exists over some of the land cver which the
consolidated entify holds tenements or cver land required for acoess purposes. It is impossilile at this stage to quantify the impact {if any} which these
devetopments may have on the operations af the consclidated emtity.

ich In the course of its normal frusiness, the consolidated enfity occasionaily receives ciaims arising from ifs operating activities. In the opinion of the Directors,
ali such matters are covered by insurance, or, if not covered, are without merif or are of such a ldnd ar invelve such amounts that would not have a matariat
adverse effect on the operating results or financial position of the cansciidated entity if settled unfavourabiy

{dy  InDecembar 2005, the consolidated entity annaunced that it received notices of dispute from Reche Mining Pty Lid, & subsidiary of Downer EDI Limited,
under the contract for the design and constructicn of the Huka Douglas Mineral Sands Projact in Victoria, The total amount of the claim is for $1065.2 million,
The claims were assessed in detad and rejected.

Contingent assets

In the 1980's the consolidated entity held cerfain coal leases and associated rovalties in New South Wales {"NSW™) that were compulsorily acquired by the NSW
Goverrment Fursuant ta the Coal Acquisition Act 1581 (the 1931 Act™}. Under the 1931 Act the NEW Sovernmant is required 1o provide compensation ta the priar
owenmers for the iess of historical and futare royadty earnings, Early in 2005, the MEWY Government passed the Coal Compensation Amendment Act which modifies the
rovalty caiculation used in determining compensation from ad valorem fi.e ¥ of coal sales price) 1o a fived amount per tonre for all claims mot et fingdised.

The amaunt of comgensation is to be determined and agreed by the Caal Compensation Board and is dependent gpon mine plans subwmitted from current or
proposed operators, The amont thereby defermined is then subject 1o the consobdated entity's right of appeal.

The consolidated entity is unakle to astimate with any accuracy the quanturn and/or timing of any future compensation payments until the determination process is
corrlete, In the year ended 31 December 2005, $6.3 milion {2004: $4.0 million) coal compensation income was recognised in the income statemant.
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Consolidated Parent entity
2605 2404 2005 2064
$H M k2t 5M

NGTE 38, COMMITMENTS

(@  CAPITAL COMMITMENTS

Capital expenditure for the acquisition of plant and equipment contracted for < 777
and payabie not later than one year® 453 2133

v
*+ Tachsled in capital contments for the conzolidated entidy are commitmans in ralation
La tha Razrray Basin of 5281 railicn (20034 32034 mllioad.
(b} EXPLORATION CORMMITMENTS
Expioration expenditure commmtments payable® R
Within ane year 135 115 46
Later thar one year but not later than five years 313 7 8.2 01
Later thamn five vears 423 8.6 11.2
87.1 7R3 249
* Theze costs are disrationary. T ke exnandilure corarisnzents are nol mal then tha associaladl
exploraiion and miniag laazes may be refinguishec.
fc}  LEASE COMMITMENTE
Commitrents in redadion to operating leases contyacted for at the reporiing date
but not recognised as lishilities, payable:
Within one year 8.7 2.5
Later than ane year but not later than five years 1440 5.9
Later than five years 19 0.1
248 35
{dy  GTHER COMMITMENTS
Commitments for payments in refation 0 nom-cancelizhle coniracts are
payable as foHows:
Within one year - 144 : 34.4
Later than one year buf not later than five years 1282 1376 ©.127.4 . 137.6
Later than five years . 1069.9 . 124.2 h .100.0 o 124.2
262.8 2502 2618 2962

Included in other commitments are amounts of $262.8 millicn (2004: $294.2 million} in respect of the consolidated entity and $261.8 swiltion {2004; $296.2
milion} in respect of the parent enfity which relate to long term cantracts far the supply of coal, gas, electricily and water used in the production process.

fufa sk Res
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HOTE 39, RELATED PARTY TRANSACYIONE

{z} ~ DIRECTORS AND SPECITIED EXECUTIVES

Gisdlosures relating to Divectors and ¥ey Management Parsonnel are set aut in Mote 34,

{t}  CONTROLLED ENTITIES AMD COMNTROLLING EMTITIES

Getails of material controlied entities are set ouf in Mole 4. The ultimate Australian coniralling entity and the ulimate parent entity in the whelly-cened

aroup is Dukz Resources Limited.

{c}  WHOLLY-GWNED GROUP

The wholly-cwned group consists of Thuka Resources Limited and its wholy-owned controled entifies. Ownership inferests in these material wholly-owned

antities are set cut in Mote 40,

Transactions between Iluka Resources Limited and other entities in the wholly-owned group during the years ended 31 December 2005 and 20604

consisted of:

{it  loans advanced by Huks Rescerces Limted;

{iiy  loans repaid to Huks Resources Limited;

{isiy ihe payment of inferest on the above loans;

{ivy  ihe payment of dividends to lluka Hesources Limited;

{w} forward exchange confracts entered into by Tuka Resources Limited; and

{wiy management services provided by Tuka Resources Limited.

Management fees applicabie to the provision of services to Consolidated Rutile Limited cover treasury, taxation, explaration, internal audit, marketing and

ather corporate and operational services. The fee charged for these services is based on commertial rates,

Parent entity

2005
M

2064
M

Aggregate ameumts included in the determination of {lass) profit before income {ax
that resuited from transactions with entifies in the whally-owned group:

Interest revenue

Angregate ameounts receivable from/payable to entities in the whedly-owned
arou at balance date:

Mar-current receivablas foans)

Gther current lisbifities - unearned revenue

OTHER RELATED PARTIES

Aggregate amecumts included in the determination of {lass) profit before income {ax
that resuited from transactions with other related parties:

Gividend revenue - controfled entity
Management fee revenue - cantrolied entity

Substriptions for new ordinary shares by the
contyolling entity pursuant ta a righis issue by  confrodled endity }
Controled entity -

1317
4.7

0.3
15
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MOYTE 39 RELAYED PARTY TRANSACTIONS (contirued)

Loans are made between cerfain antities in the wholly-cwned gyoup vis Iluka Resaurces Limited. Where interest is levied it is payable/receivable on the
korrowings/lendings at commercial rates, The average borrowing rate for the year ended 31 December 2005 was 6.4%% (2004: 6135 and the average lending
rate for the year was 594 (2004: 5.6%) There are no fixed terms for the repayment of grincipal on loans,

Tluka Resources Limited has taken ot insurance policies or behalf of certain controlied entities. The Company has & policy of insuying against risks which
migkt materially affect the consakidated enfity's cash flow. Risks covered include property damage, business interruption, public and product liabiity, fidelity,
and Diractors and officers' Habifity.

OVWMERSHIP INTERESTS IN RELATED PARTIES
Inierests held in the following dlasses of related parfies are sat out in the following notes:
iy conirolled entities - Hote 44, and

{iit  joint ventures - infarmation relating to joint venture interests - Maote 42,

Parent entity

2605 2004
M $M

{d}  TRANSACTIONS WITH RELATED PARTIES

Current tax pavable assumed from wholly-owned tax consolidated entities 145

Tax losses assumed from wholly-owned tax consalidated enfifies 188
fe}  CGUTSTANDIMG BALANCES ARISING FRCM SALE/PURCHASE OF

GOCDS AMD SERVICES

Current receivables {fax funding agreement)

Wholly-owned tax consolidated entities 145

Current payables {taw funding agreament)

Wholly-owned tax consolidaied entities 188
MOTE 40, {NVESTMENTS IN MATERTAL CONTROLLED ENTITIES

Equity holding
Couniry of 2005 2054

AR OF ENTITY incorporaiion % Y
Huka Carporation Limited Ausiralia 106.0
Basin Minerals Limited Ausiralia 100.0
Huka Midwest Limited Australia 100.0
The Mardell Celliery Py Ltd Australia 1006.0
Consolidated Rutile Limited Ausiralia 510
Huka Adrtinistration Limited Australia 100.0
Huka Rescurces Inc Usa 106.0
Huka Exploration Pty Limited Australia 100.0
Ashicn Coal Inferests Pty Limited Australia 933

fiFh Tska Resoureas Limited aed & Finasiniz
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HNOTE 4%, DEED OF CROZE GUARANTEE

In 1998, Thuka Resources Limited, Westlime (WA} Limited, Imenite Pty Limited, Southwest Progarties Py Limited, Western Mineral Sands Pty 1td and Yogarup Pty
Limited were parties o 3 Deed of Cross Guarantes under which each Company guarantees the debsts of the others. By entering inta the Dead, the wholly-owned
entities have been refieved from the requivements to pragare a financidd report and Directors' report under Class Order 53/1418 {zs amended by Class Crder

DR/} issued by the Australian Securities and Investments Commmission ("ASIC.

Om 26 Movernber 1999, ASIC approved a Deed of Cross Guarantee 1o add the fellowing whelly-owned entities: Iluka Corporation Limited; Asscciated Minerals
Consctidated Limited; Duka Administration Limited; Tlula MEW) Limited; Tuka Consolidated Pty Limited; Huka Exploraticn Pty Limited; Gald Fields Asla Limited;
Tudea Internationad Limited; MGG Heldings Limited; Carcda Pty Limited; Buka Midwest Limited; Western Titaniom Limited; The Mount Lyell Mining and Raiway
Company Limited; Calinas Pty Limited; ®enmson Lirmted; Tioka Finance Limited; The Mardeli Colliery Pty Limited; Glendedl Coal Limited ard Licn Properfies Pty Limited.

Cm 30 danuary 2003, ASIC approved = further Deed of Assumplion to add Basin Minerals Limsited, Basin Minerals Holdings Pty 1td, Basin Properties Pty Ltd and
Swansands Pty Ltd, {o the Deed of Cross Guarantee. Relief from the requirement o prepare a financial repart and Director's regart under the Class Order is

effective for the financial vear ending December 2002 and subsequent financial vears.

During 2604, ASIC approved @ Deed of Assumption for the removal of Tlulka (MEW) Limited, Carcda Pty Limited and Cotinas Pty Limited from the Deed of
Cross Guarantes. During 2005 these companies were deregistered.

During 2005, ASIC apgroved a further Deed of Assumgtion to add Iuka (Eucls Basink Pty Ltd to the Deed of Cress Guarantee.

Al the above companies represent a Closed Group for the purpeses of the Class Crder, and 2s there are no other parties ta the Deed of Cross Guarantee that are

controlied by Tuka Rescurces Limited, they alsc represeni the Extended Closed Group.

Set oyt betow are condensed cansolidated incoma statements for the years ended 31 Decambrer 2605 and 31 December 2004 of the Extended Closad Group,

Condensed incame statement

Fevenue from ordinary activities

Inierest and finance costs

Exchange losses on foreign currency borrowings
Gther expenses from ordinary activities

id West and Murray Basin impairment losses
Income tax renefit {expense)

(Luss) profit for the year
Summary of mavements in consolidzted retained profits

Retained profits at the beginning of the financial year
Adjastment or adoption of AASE 132 and AASE 139, net of tax
iLoss) profit for the year

Dividends provided for or paid

Retained profits at the end of the financial year

2065 2004

M 0

£24.0
S (33.5)
ey 1.2)
o 45A7T) {453.7)

T (1841) -

309 7.9
{8.6) 103.4

1519

) 1034
Bl (51.9)
144.5 204.1

&)
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NGTE 41, DEED OF CROSS GUARANTEE {continued?

{a)

T

CONDENSED BALAMCE SHEET

Set cut below are consciidated balance sheets as at 31 December 2005 and
31 Decesviber 2004 of the Exfended Closed Groug,

Current assets
Cash and cash equivakants
Recaivalles
Trwentaries
Gerivative financiad instruments
Other

Totad current assets

Non-current assets
Receivables
Inventories
Other financial assefs
Property, mlant and eguigment
Gerivative financial imstruments
Intangitle assets
Other

Totai non-current assets
Tatal assets

Current liahHities
Payables
Interest earing liakilities
Current tax liabiiities
Proviziors
Other

Totad current diabilities

Non-current liziHities
Interest earing liabilities
Geferred fax liabilities
Provisions
Other

Totai non-current lisbiiities

Tata! liahitities

Net assets

Enuity
Contributed eguity
Reserves
Retained profits

Tatal equity

Tska Resoureas Limited aed & Fananniz

.

2065
M

2054
M

4.8
118.0
1213

44.3

288.4

183.6
61
142.3
1,047.0

23.4
48.%

14183

17067

6.0
48.5

0.4
14.8
381

1918

345.0
98.4
180.0
42.8

673.2

855.0

3417

611.0
26.6
204.1

3417
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HOTE 42, TNTERESTS IN JOINT VENTURES

{a}

Consolidated

2005 2004
S E30)

MARAMA JOINT WVENTURE

The consolidated entity holds a 309 interest in the Narama Jeoint Yerture coal operatian

i the Hunter Valley, Mew South Wales, Australiz and is entifled fo 50% of its cutput.

The jeint venture was formed to develap the Marama cozl depasit. The consclidated entity's
interest in joint venture assets and liabilities are summarised below and zre included in
the cansolidated balance sheet.

Recelvabies 43
Inventories a1
Ptant and equipmment 52.3
Less: accumulated depreciation {32.8}
9.5
Totat assets 3349
Accounts pavable 0.4
Provisions
Nom-current provisions 8.4 . 3.4
Total liabilifies 114 3.8
Metimterestin jointvermtuse 24.7 ’ 5.1
OTHERS

The consolidated entify also has a numbrer of interests in jaint ventares to explore far titaniam minerais zircen resauyces. The consalidated entity's share of
axpenditure in respect of these exploration activities capitalised in zccordance with the accounting policy stated in Mote 1(z), and no revenue is generated.
The consolidated entifty's share of the assets and liabilities in respect of these jainf ventures is mot materizl.
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Consolidated Parent entity
2605 2404 2005 2064

$hA M 23] &

MOGYE 43, RECONCILIATION OF (LGSE) PROFIT AFTER
INCOME TAX TO NET CASH TNFLOW FRON
ODPERATING ACTIVITIES

floss) grofit after incoma tax 10683 76.0
Depreciation and amaortisation 12240 4313
Previously capitaiised exploration expenditure written-cif 13
Current yvear exploration expenditure cagitalised =4 -
Interest capitalised 3.6} {2.7}
Met gain on disposad of property, plant and equipmant L% {0.5}
Dividends received from conirolled entities - {20.3)
Met exchange differences fa 0.8
CRL Enterprise mine transition costs 7.0 -
Rehabilifation, restoration and ofher borrowing cast unwind 124 19
Mor-cash empicyes benefits expense - share-based payments 1.7 0.5
Amertisation of deferred barrowing costs 1.3 0.3
Florida/Georgia clasure costs and impairment losses -
Mid West and Murray Basin impairment losses
Other nan-cash operating activities betwesn group entities {784}
Change in aperating assefs and liabilities

Gecrease Gnorease) in receivables 49.7 1569

Gecrease Gnorease) in inventories 440} {19.2}

Gecrease Gnerease) in deferred fax assets 487

Gecrease Gnorease) in oiher operating assets A8 0.2

Increase {decrease} in payables 106} 1

Increase {decrease} it ather aperating liabilities 2.2 (0.6}

Increase {decrease} it provision for incame takes payablas L7

Increase {decrease} in provision for deferred tay lighilities 378} 17.3

Increase {decrease} it ather provisions {210} {5.3}
Met cash inflow from operating activities 2279 o 134 o 36.8

MOTE 44, NON-CASH INVESTING AND FINANCING ACTIVITIES

There were no nor-cash financing activities during the year ended 31 December 2005 for the consotidated antity,

During 2004, a camtrolied entity made & special dividend payment to the parent entity amounting to $20.3 miliion. This amount was not paid in cash and was funded
by an interast bearing loar between the parent entity and the controiled entity, This 1oan was extinguished via the settlement of $20.4 million owing by the parent
enfity ta the controdled entity as a result of @ rights issue share entitlement,

The parent entity charges imterest and is charged interast on certain icans with controlled entities. This ircludes charging a cortroled entify interest in advance,
which is classified as unearned revenue snd included in Current Liabilities — Other. These interest transactions are non-cash in nature,

T2 Tska Resoureas Limited aed & Fananniz
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NOTE 45, EARNINGS PER SHARE

Basic aarnings per share

Consolidated

2005 2004
Lents Cents

{369y - 0.7

Diluted earnings per shate .{36.9) . 0.7

Consolidated

2085 2004
M E30)

RECONCILIATIONS OF EARMINGS USED IM CALCULATING EARMINGS PER SHARE

{Lass} profit for the yeay {‘:‘15) : 106.2

Net profit attrisutable to minority interests T sy a1s)

{Loss] profit attributable to the ordinary equity holders of the company used in calculating basicand - " S
difted earnings pes share {85.9) 548

Consolidated

WEIGHTED AVERAGE MUMBER OF SHARES USED AS THE DEMOMINATOR Number Mumber

Weighted average number of ordinary shares used as the denominator in calculating basic earmings per share 232,914,349 .. 232824185

Weighied average number of ordinary shares and patentizl ordinary shares used s the denominator in . :
cakcuiating diluted earnings per share 232,914,349 232824185

NOTE 46, SHARE-BASED PAYMENTS

{a}

PERFORMAMCE INCENTIVE PLAN
In March 2005, the Board finalised & new incentive plan ~ the Performance Incentive Plan (PIP).

The infroducticn of the PIP followed an extensive review by the Board including obfaining independent advice from £gan & Assocates on the design and
mamagement of variable remuneration.

The PI# is an at risk companent of remuneraticn which requires the attaimment of annually set, pre-determined objectives and targefs. These ley
performance targets, both financial and nom-financial, are developed for each parficipating execufive, Performance fargets relate ta financial, envirormentad,
health and safety performance, business improvernent projects and specific targets within the Executive’s functional responsibilities.

Only nominated managers and Exacutives participate in the PIE The ievel of participation znd award apportunity is determined by an Executive’s pasition
within the business and capacity to impact cutcomes and results of the Companmy.

The maximuim leved of participation in 2005 for members of the executive team was 804 of total fived remuneration. Upon achievement of pre-determined
abjectives, 40%5 maximum may be awarded as cashy the remaining 40%% maximur is required ic be deferred in the form of share rights. In the case of the
Managing Director, & maximum of 82,545 is avaiable as a cash reward and 82.5%; iz recuived in the form of share rights,

Objectives, measures and fargets are set on an annual basis and are subject to the approval of the Board, and are aplicadle ta both the cash and equity
components of the plan.

For the year ended 31 December 2005, Tuka's financial performance (NPAT and ROE) represented 3534 of the apportionment, health and safety performance
(iTIFR, AIFR, Level 2 environmental incidents} was apportionad at 10-1545 and key objectives from the executive’s operational or functionad responsitilities
accounied for the balanca,

The femuneration and Meminaticn Committer iz responsible for assessing whether the KPI: of the Managing Tirecter have been achieved, The Cominittes
assess the achievement of KPIs for ofher Executives based on the recommendations of the Managing Director The Commitiee receives advice from external
consultants as required.

The fair vakue of shares granted under the PIP is deiermined at grant date. The fair value of the grant is released as an expense through the Income
Siatemeni on a straight dine kasis between the grant date and the vesting date of entitiements.
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MOGYTE 456, SHARE-BASED PAYMENTS (continued)

Shares granted under the PIP to participating employees an 3 Janusry 2005 (2004 - M8

(b}

k!

Consolidated Parent entity
2005 2604 2065 2004
Number Numkber Numbker Mumbey
. .94,949 . ) . .94'%9 . ]

DIRECTORS', EXECUTIVES AND EMPLOYEES' SHARE ACGUISITION PLAN

Prior to the introduction of the PIP in 2005, the Cormpany operated Long-tesm Incentive Plans pursuant to the terms of the Directors’, Executives’ and
Employeas’ Share Acquisitior Plan {Plan}. The Plan was approved by sharehelders at the Annual General Meeting of the Company in May 1999, From year to
yaar the Board invited the Managing Girector, Mr Fobwell and ather employess determined by the Board to hold an execuiive position, to parficipate in the
Flan as a means of providing those employees with an incentive e enhance the performance of the Company. The terms of the annual offer included an
allocated maximurt nurtber of shares (raximum allocation} that will e acquired or retained under the Plan an behalf of the employee if certain performance
criteria, as determined &y the Board, are safisfied,

The performance criteria for each offer is based on tatal shareholder return against a pre-determined comparator group of compamies cver @ three year
performance pericd. At the end of the performance period the perfarmance of the Company against the comparator group is assessed and a determination is
made as to fow much of the maximum allocation the emploves will be entitled to have acquired an his or her behalf by the Trustes, Cnce the maximum
allocation is defermined, the Trustees purchases the shares and holds them on trust for the employee far 2 maximum period of ten years, At the end of the ten
years ar earlier if approved by the Board, the shares are transferred from the Trustes 1o the Executive.

Since the Plan was approved by shareholders, there have been individual offers in respect to 2001, 2002, 20603 and 2604, Under the rules of the Plar, the
entitlement assessment for the 2001 offer was extended for a further year and was assessed on 30 June 2005, The performance period for the 2002 plan
concluded and was also assessed on 30 June 2005, Shares awarded in 2005 pursuant to the 2003 ard 2002 plans are shown in the table below.

Az the 2003 and 2004 plans are stili subject to the three vear parformance pericds, there have been no determination of the entitterment to shares, If af the
end of the perdormance period the performance criteriz has not been met there will be ne entitlement to shares,

Undes the 2003 and 20604 [Hans, relative TSR performance is measured against the Australian Materials Index. For the 2003 plan, nif reward is payable far
performance belovs 4084 For each 145 above 4055

2% of the total number of shares in the award iz payabla with 1004 being payable at the 85 percantile.
of the total number of shares in the award is payshle

A

For the 2004 plan, nil reward is payable for performance below 5055 For each 1% above the S0%, 24
with 10644 being pavable af the 75 percentile.

The fair value of entitlements offerad under the Plan was determined via an optian gricing model. This fair value is released as an expense thraugh the
Income Statement on a straight line basis between the offer date and the assessment date for each respective plam.

Shares awarded under the Directors’, Executives' and Employeas® Share Acquisiticn Plan to participating employees on 17 August 2005 (2004: N/AY

Consohidatad Parant entify
2005 2604 2065 2004
Number Numkber Numbker Mumbey
45,545 . 45,546 .

JIEEERS Fing Regirt 2005
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NOTE 46, SHARE-BASED PAYMENTS Jcontinved)

{c}

{d}

SHARES PROVIDED OMTHE EXERCISE GF REMUMERATION DPTIONS

M shares ware issued parsuant to the exercise of remuneraticn options for the year ended 31 December 2005, The Company did not have any remuneration

aptians on issue during the year ended 31 Gecember 2005 and does nof have any remuneration oplions currenthy in place.

During the year ended 31 December 2004, 106,000 remunaration options granted in  previcus yest were exercised at an exercise price of $4.44

EXPENSES ARISING FROM SHARE-BASED PAYMENT TRANSACTIONS

Total expenzes arising from share-based payiment transactions recognized during the pericd as parf of empFoves benefit expense were as follows:

Consolidated Parant entity
2065 2004 2005 2004

M EM 2 M

_— 05 e 0 -

Ln
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NOTE &7,

{1}

{a)

(b}

T

.

EXPLANATION OF TRANSITION 7O AUSTRALIAN EQUIVALENTS TG IFRE

RECOMCILIATION Of EQUITY REPCRTED UNDER PREVIOUS AUSTRALIAN GEMERALLY ACCEFTED ACCOUNTIMNG PRINCIPLES (AGAAP) TO EQUITY

UMDER AUSTRALIAN EQUIVALENTS TO IFRS {ALIFRS}

CONSOLITATED IMCOMME STATEMENT FOR THE YEAR EMDED 31 DECEMEBER 2004

RKevenue

Gther income

Expenses, excluding rorrowing costs
Cost of goods scid
Research and development
Corparate administration and finance
Marketing and seliing including rovalties
Expdoration and evaluation

Carrying amsunt of assefs sold

Exchange losses on foreign currency orrswings
Total barrowing costs

Profit Before income tax

Income fax (expense) benefit

Profit for the year

Profit atfributable to minority interest

Profit attributable to members of lluka Resources Limited

PAREMT ENTITY INCOME STATEMENT FOR THE YEAR EMDED 31 DECEMEER 2004

Revenue
Other income
Expenses, excluding borrowing costs
Cost of goods sald
Research and development
Corporate admirdstration and finanrce
Marketing znd selling including rayaifies

Carrying amaunt of asseats sold

Exchange losses on foreign currency orrswings
Total barrowing costs

Profit Before income tax

Income tax (expense) benefit

Profit for the year

sk Reso

s Limited ang G

Fananniz

MNotes

@

{2}

{aihdfy

il

{b)

MNotes

{aihdfy

il

Conzolidated
Year ended 31 Gecember 2004

AIFRS
AGAAR adjusfinenis AIFRS
M b EM
831.9 - £31.9
E {4.6) 131
{634.5) 18.2 th16.3}
a1 3.5 [CRa
{18.5) &6 i19.1}
{28.9) - {28.9}
6.3} - (6.3}
(4.8 a6 -
{60R.9) 187 to80.2}
{3.8) (5.4}
{325 {3.00 {35.7}
118G 23 120.3
{170} KRk i14.0}
101.G 53 186.3
117 2 {11.5}
293 5.5 94.8
Parent Entity
Year ended 31 December 2004
AIFRS
AGAAR adjustinenis AIFRS
M b EM
3434 - 343.4
34 L5 21
{1871} 5.9 1813}
8.1 (3.5 {2.6}
{182} &6 {13.8}
{10.5) - {10.5}
{L5) 15 -
{223.4) 33 f220.1}
L34y .3
f24.43 {2.3) {26.7}
992 (3.7} 97.5
{22.9% 1.4 {21.5}
76.3 (6.3} 7649
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HOTE 47,

2

EXPLANATION OF TRAMSITION TO AUSTRALIAN EQUIVALENTSE TO IFRS (continued)

RECOMCILIATION OF EQUITY REPORTED UMDER PREVIOUS AUSTRALIAM GEMERALLY ACCEPTED ACCOUMTING PRIMCIPLES (AGAAP} TO EGQUITY

UMDER AUSTRALIAN EQUIVALENTSTO IFRS {AIFRS)

CONSGLIDATED ENTITY BALAMCE SHEET AT THE DATE OF TRANSITION 70 AIFRS: 1 JAMUARY 2004

ASSETS

Current assets
Cash and cash equivalents
Receivabies
Inventeries

Current tax assefs
Cther

Mon-current assets ciassified as held far sale

Total current assets
Kon-current asseis

Feceivabies
Inventories
Gther financial assets

Property, prant and equipment

Deferred tax assets
Intangifile assets
Cther

Total nar-current assats

Total assets
LEABILITIES
Cuzrent lizhilities

Payables
Interest bearing liabHities
Current fax liabilities
Provisions
Cther
Total current liabilities
Kon-current Habilities
Interest bearing liabHities
Deferred tax liabilities
Provisions
Cther

Total nar-current fiabilities

Total Habilities
Met asseis

EQUITY
Contributed equity
Reserves
Retained earmings
Parent entity interest
Mirarity inferest

Total equity

Conschdated 1 danuary 2004

Efiect of

Previous transition
AGAAP o AFFRS AIFRS

Notes M k2 k2

5.2 - 5.2
i 8.4 74 2158
=) 114.6 (1.2} 1134
1z - 1.2
fahdl 788 {115} 67.3
A408.2 {53} 402.9

n 2.2 2.2}
4144 7.5} 402.9
IR iR iENaTElH L6 125 141
21 - 21
{di 0.3 Q.3
fahich AL ALY 12017 0.4 1,2323
b 202 342 6.4
g 15.6 2.9 255
b M3 {22.4} 679
13335 £5.1 1,3584
17439 57.6 18015
1133 - 1333
1053 105.3
B3 - Q.3
=) 283 b 309
54.8 - L)
3020 b 3046
2788 2788
b 6 1331 153.7
=) 136.8 4.4 201.2
84.6 - .6
5008 167.5 a08.3
3028 0.1 Lag2.9
4411 {142.5} 798.6
{2} 610.4 6104
{elhiedfh) 271 1.3} 254
I 245.2 {135.3} 1139
BEG6.7 {136.6} 7.1
()] 54.4 5.9} 485
5411 {142.5} 798.6
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NOTE &7,

(b}

Rk

EXPLANATION OF TRANSITION TO AUSTRALTAN EQUIVALENTS

PAREMT ENTITY BALANCE SHEET AT THE DATE OF TRANSITION TO AIFRS: 1 JANUARY 20064

ASSETS

Current assets
Receivables
Inventories
Other

Totai current assets

Nan-current assets
Receivables

Other financial assets

Froperty, plant and equipment

Deferred tay msseis
Other

Totai non-current assets
Total assets
LIABILITIES

Current liahifities
Payables
Interest bearing lishilities
Pravisions
Other

Totad current diabilities

Non-current liahHities
Interest bearing lishilities
Deferred tax Labilities
Pravisions
Other

Totai non-current lisbiiities
Tata! liahitities
Net assets

EQUITY
Contributed equity
Reserves

Retained earnings

Tatal equity

Tska Resoureas Limited aed &

Moles

@
(=)D

{m) kiR
{d)
EIRERURUAIN
il
{ghin

@

{2}
{d.{e}dh)

Fananniz

TG IFRE Leontineed?

Parent Entity 1 January 2004

Effect of
Previous transition

AGALP 1o AIFRS AIFRS

M Bha M
723 6.1 784
331 i3 324
544 6.1 483
1598 i 1521
0.1 4.4 54.5
BATS 8475
285.6 1.6 2672

0.2 3.2 -
607 4.4 56.3
1,2441 114 1,255.5
1,403.9 1.7 14146
89 - 28.9
DRA - 8.6
5 iL4) 6.
1087 - 1a8.7
2437 L&) 2423
2737 - s
51 1.3 38
393 4.2 a3.5
583 - 56.3
3744 5 3973
6181 215 63%.6
785.8 (1G.8} 71540
610.4 - a10.4
219 .6 225
153.5 {11.4) 1421
785.8 (1G.8} 71540
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NOTE 47, EXPLANATION OF TRANSITION TO AUSYRALIAN EGUIVALENTSE TO IFRS (centinued)
{c}  CONSCLIDATED ENTITY BALAMCE SHEET AT THE DATE OF THE LAST REPORTING PERIGD UMDER PREVIOUS AGAAP: 31 DECEMBER 2004

Conzolidated 31 Decembar 20604

Effect of
Previous transiticn
AGAAP o AIFRS AIFRS
Notes Eh ShA St
ASSETS
Cuzrent assets
Cash and cash equivalents 15.6 - 134
Raceivabies (¥ 1582 10.3 168.5
Tnuentories =) 156.7 {3.4} 153.1
Current tax assefs b 2z 0.1 2.3
Giher {ardi 755 {14.5} 610
6.2 7.7} 3985
Man-current assets classified as held for sale {3 2 2.2} -
Total current assets 4084 2.1 3035
Non-current assets
Raceivaties {aydb) LD 23 9.3 21
Invemcries 6.0 - 6.4
Gther financial assets {di . 0.6 0.6
Praperty, plant and equipment fah{c) A, thh 1,317.% 230 1,340.9
Deferred tax assets b .0 (2.7} 6.3
Intangifile assets {0} 158 2.5 734
Giher b 73.5 {19.3} 54.2
Total non-curyent assets 14206 209 14435
Total assets 18310 110 Laded
LEABILITIES
Cuzrent lizhilities
Payables 108.2 B 103.2
Interast bearing liabHities 55.0 - 554
Currant tax liabilities 2.0 - 24
Provisions {a3dhy 187 13.7 304
Giher 45.8 - 4938
Total current liabilities 2317 13.7 2454
Kon-current Habilities
Interest bearing liabHities 3830 - 3634
Defersed tax liabilities hydh) 22.3 531 1154
Provisions {a3dhy 177 B7 2114
Giher 54.2 - 54.2
Total nar-current liabilities 6112 132.8 74440
Total lizbilities 8429 146.5 989.4
Net asseis 988.1 {135.5} 852.6
EQUITY
Contributed equity =) 6168 0.2 8114
Reserves {elhiedfh) 4.8 0.1} 4.7
Retained earmings I LT {120.8} 157.5
Parent entity interest 3229 {120.7} 783.2
Wingrity interest I3} 85,2 {5.8) 59.4

Total equity 988.1 {135.5} 852.6
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MOGYTE 47, EXPLANATEON OF TRANEBITIGN T0 AUSTRALTAN EQUIVALENTS TO IFRE {continved:

{dy  PARENT ENTITY BALANCE SHEET AT THE DATE OF THE LAST REPGRTING PERICD UMDER PREVIDUS AGAAP: 31 DECEMBER 2004

Parent Enfity 31 December 2004

Effact of
Previcus transition
AGAAP to AIFRS ATFRS
Motes Bt 34 Shi

ASSETS
Current assets

Receiuables iy 5.3 7.2 825

Inwentaries & 5140 2.4 48.6

Other fah iy 495 7.4 423
Totad current assets 1558 2.4 153.4
Non-current assets

Receivables SR (AR (N 137.2 17.6 134.8

Inwentaries 34 - 3.0

Other financial assets id) 8475 - 3475

Froperty, plant and equipment fahich Lk 281G 4.7 285.7

Deferred tay msseis iby 0.2 B2 -

Other fghily 52.0 3.1 48.%
Totad non-current sssets 1,360.9 180 13199
Totat assets 145487 16.6 14733
LIABILITIES
Current liahifties

Payables 328 - 328

Interest bearing lishilities 485 - 455

Provisicns fakihy 38 I 5.4

Other 10628 - 1028
Totad current diabilities 1579 1& 1865
Non-current lizkHities

Interest bearing lishilities 3450 - 3450

Deferrad tay liahilities By 9.3 12.3 214

Provisicns fakihy 543 13.2 a7.5

Other 4849 - 48.9
Total non-current lishilities 4575 255 483.0
Tatal liahitities £45.4 7.1 672.5
Net assets 811.3 (6.5} 800.8
EQUITY

Contributed equity iz £10.8 2 ali0

Reserves {dyferihy 219 Lo 228

Retained earnings {1 1784 {11.73 166.9
Tatat equity 811.3 (36.5} 800.8

0 Tska Resoureas Limited aed & Finasiniz
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HOTE 47,

{e}

THE CONSOLIDATED EMTITY HASTAKEN THE EXEMPTION AVAILABLE UNGER AASE 17O APPLY AASE 132 FINANCTAL INSTRUMENTS: DISCLOSURE

EXPLANATION OF TRANSITION TO AUSTRALIAN EQUIVALENTSE TO IFRS (continued)

AND PRESENTATION AND AASE 13% FINANCIAL INSTRUMENTS: RECOGNITION AND MEASUREMENT FROM 1 JANUARY 2005. THE GROUP HAS

APPLIED PREVIOUS AGAAP IM THE COMPARATIVE INFORMATTON ON FINANCIAL INSTRUMENTS WITHIM THE SCOPE OF AASE 132 AND AASE 139,

The consolidated balance sheet helow reflects the adjustments as at T January 2005 as a vesult of applying AASB 132 and AASB 139,

ASSETS

Cuzrent assets

Cash and cash equivalents
Feceivabies
Tnuentories
Derivative financial instruments
Current tax assefs
Cther

Total current assets

Kon-current asseis

Receivabies
Inuentories
Gther financial assets
Property, plant and equipment
Derivative finandial instruments
Deferred tax assets
Intangifile assets
Cther
Total nam-current assats

Total assets
LEABILITIES

Cuzrent lizhilities
Payables
Interast bearing liabHities
Currant tax liabilities
Provisions
Cther

Total current liabilities

Kon-current Habilities

Interest bearing liabHities
Deferred tax liabilities
Provisions
Cther
Total nan-current liabilities
Total liabilities

Ket asseis

EQUITY
Contributed eolity
Reserves
Retained earmings
Parent entity interest
Mirarity inferest
Total equity

Nates

{mj.{o)

{r)

{0}

{m

Censalidated

Effect of
21 December applying 1 January

2004 AASH 132 & 139 2005

M k2 20
136 134
1885 75 1764
1531 153.1
- 531 531
23 - 2.3
al.0 {53.1} 79
3985 75 4064
121 (1.2} 1049
6.0 - 6.4
GG - Q.6
13409 - 1,340.9
- 54.2 4.2
6.3 - 6.3
23.4 - 734

54,2 {54.2} -
14435 (1.2} 14423
18420 6.3 18483
108.2 - 1068.2
55.0 7.3 2.8
2.0 24
364 304

408 {458}

2454 {42.03 203.4
3830 1.3} 3612
1154 283 144.7
2114 - 2114

54,2 {54.2} -
7440 {26.7} 7173
DG4 {687} 9207
852.6 154 927.6
6110 - 8114
4.7 £8.0 D27
1575 0.2 157.7
793.2 £8.2 861.4
50.4 6.3 56.2
852.6 154 927.6
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NOTE &7,

EXPLANATION OF TRANSITIGN TO AUSTRALTAN EQUIVALENTS TO EFRE {continved:

{ii} The parent entity balance sheet below reflects the adfustments as at 1 January 2005 as a result of applying

AASBE 132 and AASB 139.

ASSETS

Current assets
Receivables

Inwentaries

Derivative financial instrumenis

Other

Totad current assets

Non-current assets
Recevables
Inwentaries

Other financial assets

Froperiy, plant ard equipment

Derivative financial instrumenis

Deferred tay msseis
Other

Totai non-current assets
Tatal assets
LIABILITIES

Current liahifities
Payables
Interest bearing lishilities
Provisicns
Other

Totad current diabilities

Non-current liahHities
Interest bearing lishilities
Deferred tax labilities
Pravisions
Other

Totai non-current lisbiiities
Tata! liahitities
Net assets

EQUITY
Contributed equity
Reserves

Retzined earnings

Tatal equity

Tska Resoureas Limited aed &

Fananniz

MNotes

{n
{n

{n

{n

{n

{0}
{n

{n

{n
{0}

Parend Endity

Effect of
31 Deceinber apakying I January

2604 AASE 132 & 139 2065

M b M
625 {0.33 82.2
488 - 4B.6
31 381
423 {3813 42
1534 i3 1531
1348 L4 133.6
34 - 3.0
8475 - 3475
285.7 - 2857
489 450

489 (8.5 -
1,319.9 L2 13187
14733 {L.5) 14718
328 - 328
485 - 455
5.4 - 5.4
1528 {3813 ad.7
1595 {38.1) 1554
34540 L&) 3432
2l 26.2 478
67.5 - a7.5

489 (8.5 -
453,08 4.5 458.5
6725 (H2.6) 6099
800.8 611 B61.9
6114 - ali0
228 akg 4318
1569 2 1671
800.8 611 B61.9




Notes to the Financial Statements

for the yvear ended 31 Decembar 2065

HOTE 47, EXPLAWNATION OF TRAMSITION TO AUSTRALIAN EQUIVALENTE TO IFRS (continued)

3}

RECONCILIATION OF CASH FLOW STATEMENTS

The adoption of AIFRS has not resulted in any material adjustments to the cash Hlow statements for the vear ended 31 December 2004,

MOTES 70 THE RECONCILIATIGONS

Rehatzilitation and mine closure provisions
The consolidated entify has obligations to dismantle, remove, restore and rehabilitate certain items of property, plant and equipment.

UUnder the farmer Ausiralian Generally Accepted Accounting Principles {AGAAP™, future rehabilitation and mine dosure costs were accrued over the life of
the ming and included in cost of goods sald,

IUnder AIFRS, the provision far rehakilifation and mine closure costs zssociated with an asset is derived by discounting the expected expenditures to their
prasent value. The present value of these costs are capitalised io the associated asset and depreciated over the useful iife of the assel. The depreciation
charge iz inciuded in cost of goods sold. The present value of the provisicen increases in each pericd to reflect the passage of time. This increase is
recognised #s a borrowing cost 2nd accordingly is excluded fram cost of goeds sold.

The split of rehabiiifation and mine cosure costs betwean dapreciation and borrowing cost in the income statement has resulted in an agjustment ic
imeentory in the alance sheet and cost of goods sald in the income statement.

The effect of these changes on the halance sheet is shown in the table below: debits are positivef{credits) are negative.

Consalidated Entity Parent Entity
E H0d

Balance sheel 1 danuvary 2004 31 December 2004 I Januvary 2004 31 Decemher 2004
Trwentories (LY i3.8) 0.7} (2.4}
Other assets - current 4.1y 4.1y -

Receivables - nom-curyent - - - (0.9}
Property, fant and equipment 340 6.0 141 10.7
Provisions - current {2.8% 13.73 14 {L.ay
Provisions - non-current 6443 (35.73 {243} {13.2}
Retained sarnings 413 351 2.4 74

The effect of these changes on the income statement is shown in the table below: debits are (negative} f credits are positive.

Consalidated Entity Parent Entity
St S
hcome statement 31 Becember 2004 31 December 2504
Cost of goods sold 18.2 5.9
Borrawing costs {12.1} (3.8

The tax effect of the above adjustments is reflected in Note 47(h).
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MOGTE 47. EXPLANATEON OF TRANESITION T0 AUSTRALTAN EQUIVALENTS TO IFRESE {contineed:

(b}

a4

Tauation baiznces

Under AGAAR incame tax expense was calcufated by reference io the accounting profit after alicwing for permanent differences. The amortisation of fair
value ameounis was & permanent difference under AGAAR The adoption of AIFRS has resulted in 2 change in accouniing policw

ATFRS reguires deferred fau to be recogrised on all fair value adjusiments, cther than these recorded as goodwili. This has resuled in the recognition of
deferred tax labilities in respect of fair value adjusiments made on the acquisition of contralied entitizs,

Tluka Resources Limited and its wholly-cwned Australian controlled entities impdemented the tax cansclidation legislation as of 1 danuary 2004, Under
previous AGAAR the parent entily recognised current and deferred fax amocunis relating to transactions, evenis and balances of the fax consolidated entifies
a5 if those transactions, events and balances were its own,

Undey AIFRS, the parent entity only recogrises the current fax payable and deferred tay sssets arising from unused tay lasses and unused tax credits
assumed from contralled entities in the tax consotidatad group.

The effect of these changes on the halance sheet is shown Tn the table below: debits/(credits).

Consclidated Entity Parent Enfity
M M

Balance shest 1 [fanuary 2004 31 December 2004 1 fanuary 2004 31 December 2004
Tax assets - a1 -
Receivabies ~ non-currant - - - 15.0
Deferred tax assets 34.2 (2.7} {C.2) 0.2}
Tax liabiiities - - -
Deferred fax liabilities {133.1} {93.1} 13 {12.3}
Mirarity inferast 5.9 5.7 - B
Retained 2armings F3.0 0.4 iL1y {2.5}

The effect of these changes on the income statement Is shown in the table below: (debits)credits.

Consolidated Entity Parent Enfity
g Bht
Iicome stalement 31 December 2004 31 Beceinber 2004
Income tax expense 3G 1.4}
Mirority inferast .2

The adjustments in Note 47(h) reflect the tax impact of all other adjustments resulting from the adoption of AIFRS.
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Notes to the Financial Statements

for the yvear ended 31 Decembar 2065

HOTE 47, EXPLAWNATION OF TRAMSITION TO AUSTRALIAN EQUIVALENTE TO IFRS (continued)

{c}

{d}

RESEARCH AMDG DEVELOPMENT

The consolidated entity undertakes various research and development activities, Under AGAAR expenditure an research and development was capitalized
where the expendifure was expected to be recoverable. AIFRS states that expenditure on ‘research’ must be expensed as incurred and only "develogment’
aypenditure can be capitalised.

The effect of these changes on the halance sheet is shown in the table helow: debits/{credits).

Consalidated Entity Parent Entity
E k3]
Balance sheet 1 danuary 2004 31 December 2004 I Januvary 2004 31 Decemher 2004
Property, plant and equipment (2.5 i6.0) 2.5} Ay
Retained sarnings 2.5 6.0 25 6.0

The effect of these changes on the income statement is shown in the table below: (debitsi/foredits.

Consalidated Entity Parent Entity
Ea B
hcome statement 31 Becember 2004 31 December 2504
Research and devetopment expenditure {3.5} 3.5

The tax effect of the above adjustments is reflected in Note 47(h).

RETIREMENT BENEFIT OBLIGATIONS

The consolidated entity is the spensor of a superanruation plan with & defined benefit section 2nd defined centribution section. Under previaus AGAAR
cumulative actuarial gains and lasses on the defined benefit sectian were mot recegnised in the financial statements, At the date of transition, an asset is
reccgnised in other financial assets. [T is measuyed as the surplus of the net market value of the superanmiation fund's assefs over the value of the
ammoyees’ accried benefits at that date.

Movermenis in the difference between the nef marief value of the superannuztion fund’s assets and the value of the employess’ accrued benefits after
transition have been recogmised directly im equity.

The effect of these changes on the halance sheet is shown in the table below: debits/{credits).

Consalidated Entity Parent Entity
E B
Balance sheet 1 danuary 2004 31 December 2004 I Januvary 2004 31 Decemher 2004
Other financial assets 0.3 & -
Other raserves 0.3} {0.6) -

Effect of these changes on the income statement:

The movements in the difference between the net market value of the superannuation fund's assets and the vaiue of the employess’ accrued benefits are
talen up directly in equity, therefore there has been mo imgact on the consalidated entity’s or parent entity's income statement for the vear anded 31
Gecember 2004,
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MOGTE 47, EXPLANATEON OF TRANSITIGN T0 AUSTRALTAN EQUIVALENTS TO IFREE {contineed:

(e}

{f

b

EQUITY BASED REMUNERATION

A porticn of senior maragement’s remuneration is equity based. Such remunaration has included the granting of coticns and the granting of crdinary shares
upen predefermined performance criteria being mef, Under AGAAR equily based remuneraticn was not recogrised in the consclidated entity's income
statement,

Undes ATFRS, the consolidated entify is required to recogrise an expense for equity based remuneration, by reference to the fair value of equity instruments
granted on the grant date The corresponding credit is recognised in equity, viz an emplayee share reserve, Valuations of the options and potential ordinary
shares have been gerformed in accardance with methodologies prescribed by AASE 2.

The effect of these changes on the halance sheet is shown n the table below: debits/(credits).

Consolidated Entity Parent Entity
M b1
Balance shest 1 [fanuary 2004 31 December 2004 1 fanuary 2004 31 December 2004
Coniributed equity - (0.2} - 0.2}
Gther reservas 0.6} {0.9} {08} 0.9
Ratained earmings 0.6 1.1 X5 1i

The effect of these changes on the income statement Is shown in the table below: (debits)credits.

Conzolidated Entity Parent Entity
&M Bht
hcome statement 21 December 2004 31 Becemher 2004
Corporate administration and finance {0.6) {0.a}

The tax effect of the above adjustments is reflected in Note 47{h).

BORROWING COSTS

A portion of the corsolidated entity’s borrowing costs are denominated in foreign currencies. Further, the consolidated entify capitalises interest expensa in
relation to expenditure on quakifying assets. Under AGAAP sxchange rate differences arising from certain fareign currency barrowings were included within
the definition of barrowing costs. Under AIFRS, to the exfent exchange differences arising from foreign currency borrowings are nof regarded 235 an
adjustment to interast costs, they are excluded from borrowing costs and therefore cannot be capitaiised.

The effect of these changes on the halance sheet is shown n the table below: debits/(credits).

Consolidated Entity Parent Entity
EM M
Balance shest 1 [fanuary 2004 31 December 2004 1 fanuary 2004 31 December 2004
Receivabies - nen-current - - - 0.3
Property, plart and equipment B 0.3 - B
Retained 2armings - 0.3} - 0.3}

The effect of these changes on the income statement Is shown in the table below: (debits)credits.

Consolidated Entity Parent Enfity
g Bht
Incone slatement 21 December 2504 31 Becemher 2004
Borrowing costs 3 0.3

The tax effect of the above adjustments is reflected in Note 47{h).
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for the yvear ended 31 Decembar 2065

HOTE 47, EXPLAWNATION OF TRAMSITION TO AUSTRALIAN EQUIVALENTE TO IFRS (continued)

{g}

INTAMGIBLE ASSETS

The aew AASE 138 Infangitle Assets has an expanded definitional criteriz for infangible assets compared {0 the previcus AGAAPR As @ resuif of applying
these criteria, the royalty entitterment assets of the consohidated entify which had previcusly been classified #s Mor-current Assefs - Other, have been
reclassified as intangibles. There have been no changes o the estimated useful lives of these assets,

The effect of these changes on the halance sheet is shown in the table helow: debits/{credits).

Consalidated Entity Parent Entity
E k3]
Balance sheet 1 danuary 2004 31 December 2004 I Januvary 2004 31 Decemher 2004
Mar-current assets — ather 9.9y {6.5)
Intangible assets 9.9 2.5 -

Eftect of these changes on the income statement:

This adjustment relates purely to classifications on the face of the balance sheet, therefore there ftas been no effect upon the consolidated entity’s or the
parent entity’s income statement for the vear ended 31 December 2004,

FGREIGM CURREMCY TRAMSLATION RESERVE

The consolidated entity has elected to apply the exemption in AASE I First Time Adoption of Australisn Equivalents to Infernstional Financial Reporting
Slandards. The cumulative translation differences for ail foreign operations represented in the foreign currency translation reserve are deemed ic be 2eic af
the date of transition fo AIFRS.

The effect of these changes on the halance sheet is shown in the table below: debits/{credits).

Consalidated Entity Parent Entity
M k3]
Balance sheet 1 danuary 2004 31 December 2004 I Januvary 2004 31 Decemher 2004
US4 assefs and liahilities - 4 -
Reserves 21 L7 -
Retained earnings 2.1y {2.13 -

Az aresult of the re-measurement of the US cperations’ assets and liabilities on transition ta AIFRS, the foreign exchange maovement talen to foreign
cugrency translation reserve an corsolidation has decreased by $0.4m a1 31 December 2004, from that previously reported under the former AGAAR

Effect of these changes on the income statement:

This adjustment relates purely to classifications on the face of the balance sheet, therefore there tas been no effect upon the consolidated entity’s or the
parent entity’s income statement for the year ended 31 December 2004,
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MOGTE 47, EXPLANATEON OF TRANSITIGN T0 AUSTRALTAN EQUIVALENTS TO IFREE {contineed:

(i}

tk}

PROFIT OM SALE GF ASSETS

Undes the former AGRAP the proceeds fram sale of non-current assets were included in other revenue and the net gain on disposal was induded in profit,
Under AIFRS the net gain on disposal is included in other income. As this represents & reclassification with the consolidated income statement, there is mo
impact ar the consobidated balance sheet,

The effect of these changes on the income statement Is shown in the table below: (debits)credits.

Consolidated Entity Parent Enfity
M Fhr
hicome stalement 31 December 2004 31 Becesnber 2004
Othar income {4.6) 1.5}
Written down value of property, ant & equipment sold 4.6 15

RECLASSIFICATIONS OF BALANCES

The transition {o AIFRS has resulted in reclassifications of balances in relation ta prepayments and assets held {or resale, These reclassifications do not
impact the net asset position of the consolidated eniity or the parent entity

Undey AGAAR prepayments were classifted as Other Assets. Under AIFRS prepayiments are recorded as Recelvabies.

Under AGAAR certain non-curremt assets hedd for resale were classified as "Mon-current assets classified as held for saie’. The definition of an asset held for
resate differs between AGAAP and AIFRS. Under the AIFRS definition, these assets have been reciassified to property, plant and eguisment.

The effect of these changes on the halance sheet is shown in the table below: debits/(credits).

Consolidated Entity Parent Enfity
EN k1)

Balance sheet 1 [fanuary 2004 31 December 2004 1 fanuary 2004 31 December 2004
Gthar assats - current 7.4y {10.4} ©.1) (7.2}
Gthar assats - non-current {12.5} 0.5} A4 3.1}
Receivables - current 7.4 104 61 7.2
Receivables- non-cusrent 1235 2.8 4.4 31
Man-cirrent assets classified as held far sale {2.2} (2.2 - -
Property, plant and equipment 2.2 2.2 - B

DISCLOSURE CRITERIA FOR CONTINGENT ASSETS

The criteria for disclosure of contingent assets under previaus AGAAFR was that the probabilify that future ecoromic benefits will eventuate is higher than
remaote but less than probable. However, under AIFRS, the criteria for disclosure of confingent assets is that it is probable that futere economic benefits
wili eventuate.

Undes previous AGAAR the consolidated entity has disclosed a contingent asset in relation to Sierra Rutile, whereby an amount of up to USF10m would be
paid to the consolidated entity if successfui mining operations were re-established by a third party at a mine sife in Sierra Lecne. The Directors do not have
sufficient to information to 2ssess whether it = probable that future economic benefits will eventuate from this assef. As such, under AIFRS, na contingent
asset s disclosed.

Feqardless, the consolidated entity continues to manitor the restart of any mining operation 2t the site

Fan
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for the yvear ended 31 Decembar 2065

HOTE 47, EXPLAWNATION OF TRAMSITION TO AUSTRALIAN EQUIVALENTE TO IFRS (continued)

(U

{m}

{0}

RECOMCILIATION OF MGYEMEMTS IN RETAIMED EARMINGS

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

Consolidated Entity Parent Entity
5 B

Reiained Earnings HNotes 1 Janvary 2004 31 December 2004 1 fanuary 2004 31 Decemher 2004
Rehabifitation and restoration fa} 413 351 G4 74
Tax taiances ()] F3.0 0.0 iL1y (2.5}
Research and devetoprient fc} 25 .0 2.5 6.4
Equity based remuneration fe} 0.6 11 %3 11
Borrawing costs i} - 0.3} - 0.3}
Fareign currency translation reserve fh} 2.1} (2.1} -

Total Adjastment 1353 1268 11.4 11.7

The adjustment to relained earnings previcusly reported in the 30 June 2005 Half-Year Report has been amended to reflect an adjustment to rehakilitation
and mine closure provisions in the U5 cperations and aiso 1o correct the deferred tax balances of a coniralled entity. The changes resuited in » decrease to
retained earnings of $4.7m at 1 daruary 2004 and $4.9m at 31 Gecember 2004,

OFFSETTIMG A FINANCIAL ASSET AND A FIMANCIAL LIABILITY

The consolidated entity sells various debtors under & receivabies acquisition facility and receives payment for these dabtors, Vhen the funds are received
from the debtor, the faciiity is repaid. Under the former AGAAR the receivables sald under this arrangement were net recognised on the balance sheef.
Haweaver, under the new ATFRS sfandard AASE 139, these amcunts do nat qualify far de-recognition. As such, on transition, being L January 2005 for
financial instruments, the amounts are shown separately as a receivable and liabidity

FINAMCIAL IMSTRUMENTS

Under the farmar AGAAP the fair value of the consolidated entity’s derivatives were recorded in both asseis and liabilities in the balance sheet, therefore
having no impact on net assets. On transition, derivatives that qualified for hedge accounting under AGAAP also qualify for hedge acoounting under ALFRS,
Post transition, the fair value of derivatives which do not gualify as hedged items are marked-to-market through the income statement. On fransition, being 1
danuary 2605 for financiat instraments, the liability recorded under A8AAP in respect of Sn-the-money’ derivatives is eliminated and recorded in equity as &
hedge reserve, fefer 1o Note L{b) for further informatian.

INITIAL MEASUREMENT OF FINAMCIAL LIABILITIES

The new AASB 139 Financial Instrumants: Disclasure and Presentalion provides that the initial recognitian of financial liabifities shouid be measured 2 its
fair value plus ary transaction costs that are directly attributabie to the financiad liability, Under the previcus AGAAR transaction costs were recorded as
ather assets and amortised over the fife of the liabikity, On transition, being 1 January 2605 for financial instruments, the transaction costs are offsef against
the underlying financial liability and continue to be amortised over the iife of the liability.
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Directors’ Declaration

31 Decamiber 2005

In the Tirecicrs® opiniom

{ab  ihe financial statements and motes set out on pages 2 to 8% are in accordance with the Corporations Act 2001, including:

iy comphying with Accouniing Standards, the Corporafions Raguistions 2001 and other mandatory professiona reporfing reguirements; and

{it  giving a true and fair views of the Company’s and censalidated entity’s financial position as at 31 Decembrer 2005 and of their perfarmance, as
represented by the resudis of theiy cperations, changes in equity and theiy cash fiows, for the finarcial vear ended on that date; and

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

{c}  at the date of this declaraficn, there are reasonable grounds to believe that the members of the Extended Closed Group identified in Mote 41 wili be able to
meet ary ckligations or lizbilities to which they are, or may become, suject by virtue of the deed of cross guarantee described in Mote 41,

The Directors have been given the declarations by the Chief Executive Officer and the Chied Financial Officer required by section 2054 of the Corporations Act 2003,

This declarstion is made in sccordance with a resctution of the Directors.

/%MVY

[ € R Mackenzie
Chairmarn

Tl

K I Falwell
Managing Director and Chief Executive Officer

Perth
24 Warch 2006
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Independent Audit Report

to the memhars of luka Rescurces Limited

AUDIT DPINIGN

In our opinton, the financial report of Thika Resources Limited:

= gives a frue and fair view, as required by the Corporglions Act 2001 in Australia, of the financial pesition of Iluka Resources Limited and the lukz
Resources Limited Group (defined below) as at 31 Decerabar 2005, and of their performance far the year anded on that date, and
= s presented in accordance with the Carporations Act 2001, Accounting Standards and other mandatory financial reporting requirements in Australia, and

the Carporations Requiations 2004,

This oinicn must be read i conjunction with the rest of our audit report.

SCOPE

The financial report and directors’ responsihility

The fimancial report camprises the balance sheet, income sis{ement, statement of recogrised income and expense, cash flow stalement, accomparying notes to the
financial statements, and the directors’ declaration for both the Iluka Resources Limited {the company} and the Iluka Resources Limited Group {the consolidated
entity}, for the year ended 31 December 203, The consolidated entity comprises kath the company and the entities it conirolled durirg that year,

The directers of the company are responsible for the preparation and true and fair presentation of the financial report in accerdance with the Corporations Act
2001, This includes responsibility far the maintenance of adequate accounting records and infernal contrals that are designed o prevent and detect fravd and erraor,
and for the accounting policies and accounting estimates imherent in the financial report,

Audit approach

We canducted an independent audit in order to express an cpinion to the members of the company. Ouy sudit was conducted in accordance with Australian Audifing
Standards, in order to provide reasonable assurance as to whether the financial report is free of material misstatement. The nature of an sudi is influenced by
factors such as the use of professional judgement, selective testing, the inherent limitations of internal control, and the avaiiability of persuasive rather than
conclysive evidente. Therefore, an audit cannot guarantes that ali material misstatements have been defected. For further explanation of an avdit, visit our website
http/ A oee. com/daufinanc alstatementau dit.

We performed procedures ta assess whether in al material respects the financial report presents fairly, in accordance with the Carporalions Act 2001, Accounting
Standards and cther mandatory financial regorting requirements in Australia, 3 view which is consistent with our understanding of the comparny’s and the
consolidated entity’s finandial position, and of their performance as representad by the results of their operations, changes in equity and cash flows.

Wa farmed ouy audit opinton o the basis of these procedures, which included:

» Examimag, on & test basis, information fo provide evidence supporting the amounts and disclosures in the financial report, and

= =@zsessing the approprizteness of the accounting policies and disclosures used and the reasanableness of significant accounting estimates made by the
directors.

Cur pracedures include reading the cther information in the Annuzl Repaort to defermine whether it containg any material inconsistencies with the finandal report.

%1



Independent Audit Report

to the members of lluka Resogrees Limited B

Yihile we considerad the effectiveness of maragement’s infernal controls over financial regorting when determiring the nature and extent of our procedures, our
audit was not designed to provide assurance on internal contyols,

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

IMGEPEMGEMCE

In conducting our audit, we followed appicable independence reguirements of Australian professional ethical pronouncementis and the Corporations Act 2001,

Pﬁ.t.t.we{uhu u(m‘us

PricewaterhouzeCoopers

\+-OC\_——‘

John P GConnor
Partrer

Perth
24 Warch 2006

Liability limited by scheme approved under professional standards legislatian,
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