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Income Statements

for the yvear ended 31 December 2006

Revenue
Other income

Expenses, excluding borrowing costs, closure costs
and impairmant charges

Exchange gains {losses) on foreign currency borrowings

[nterest and finance charges
Rekabilitation and restaration accretion expense

Total borrowing costs

Closure costs and impairment charges
Profit {}ass} hefore income tax
Incorme ta (expense} benefit

Profit {}ass} for the year

Profit attributable to mincrity interast

Profit {lass) attributahle to members of Tluka Resourzes Limited

Basic earnings per share

Giksted earnings per share

The above ncoma statemeants should be zead in conjunstion with the accompanying natas.

Motes

44
44

Consohdated

Parent entity

2006 2005 2006 2005
M a4 M B
1,024.5 D477 3469 372
432 50.6 - 147
{875.1} {780.9) {268.1) {252.3}
- - 10.5 {115}
{29.0} 20.3) {28.3) {19.4}
{13.4} {14.7) {2.8) (4.0}
{42.4} {35.0) {31.1) {23.4}
{104.5} {295.2) {60.9)
45.7 {112.8) {2.7) 54.7
{14.2} 4L.3 10.3 {10.0}
315 {7L.5) 1.6 447
{106.5} {14.4) -
210 {85.9) 1.6 447
Cents Cents
9.1 {36.9)
9.1 {36.9)

fal Rapaorl #HHé
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Balance Sheets

as at 31 Decemher 2004

ASSETS

Current assets
Cash and cash equivalents
feceivables
Inventories
Derivative financial instruments
Gthar

Todal current assets

Non-current asseis
feceivables
Inventories
Gther financial assets
Property, plant and equipment
Derivative financial instruments
Deferred tax assefs
Intangible assets

Cther
Toial non-current aszets

Total assets

LIABILITIES

Current liabilities
Payables
Intarest-bearing liabilities
Current tax Habilities
Provisions
Gther

Derivative financial instruments

Todal current liabiitias

Non-current Habilities
Intarest-bearing liabilities
Deferred tax liabilities
Provisions
Gther

Derivative financial instruments
Total non-current liabifities

Total Habilities
Net assets

EQUITY
Contributed equity
Reserves
ftetained {losses) profits
Parent entity interast

Minority interest

Total eguity

‘Tha abave alange shaets shouid be read in conjunstion with tha acer

2 Huka Resou g sk Cang

i) Cabitios

Maotes

13
11
12

18
14

11
14
17
1%

20
21
23
2
24
11

25
26
7
28
11

29
30z}
36(5)

3l

Conzolidated

Parent antity

2006 2005 2006 2005
M S M 3
174 ig.2 - -

23538 1924 562 745
249.6 193.9 777 62.8
35 k) - 23.2
179 165 153 3l
524.2 453.0 1343 163.6
38 5.4 315.2 3158
55 5.3 2.7 2.4
1.2 2.8 84492 847.5
12957 1,334% 227.9 2742
17 24.2 - 2.5
149 2248 - -
168 i85 - -
2.7 - -
134903 14115 1,395.0 14634
18645 18645 15243 1,627.0
1336 143.2 41.9 353
194.9 1459 1885 1459
194 i53 2.6 4.6
579 38.1 18.9 14.9
- - 78.06
- 0.4 - -
404.9 367.9 257.9 278.7
419.9 4265 41%.9 420.5
56.8 8L1 6.1 356
266.3 2314 75.0 67.06
2.1 2.1 - -
- 0.2 - -
743.1 7385 501.0 523.1
1,148.0 1,1067.4 758.9 8018
7165 757.1 704 825.2
6119 4110 611.06 6110
39.7 57.2 328 53.6
{3.5) 208 1196 160.6
647.2 488.8 704 825.2
£9.3 68.3 - -
7165 757.1 704 825.2




Statements of Recognised Income and Expense

for the yvear ended 31 December 2006

Consolidated Parent entity
2006 2005 2006 2005
Motes $M B4 b3 534
Exchange differences on translation of foreign entities 30 (0.6} Lo -
Cash flow hedges, net of fax 30 (16.9} {434 {11.4) {30.9}
Actuariat iozses on defined benafit plans 30 (6.3} {0.6) -
Net expense recognised directly i eguity (131.6} £43.00 {11.4) {30.9}
Profit {}ass} for the year 315 1.5 14 447
Total recognised income {expense} for the year 19.9 {ild.5) {3.4) 138
Total recogrised income and expense for the year is attributable to:
Members of Buka Resources Limited 9.6 {127.4) {3.9) 138
Minority interast 106.9 129 -
19.9 {114.5) {3.8) 138

The above statamants of recognisad incomie and ex| zholdd be read i conjunction wilh the accampanying noles,

fal Buporl Ehib 3



Cash Flow Statements

for the yvear ended 31 Decamber 2004

Maotes

Cash fipws from operating activities

fteceipts from customers {inclusive of gocds and services taw}

Payments to suppliers and emplovess (inclusive of goods and services fax)

Interast recaived

Management fees received from controlled entity
Borrowing costs

Income taxas paid (pet}

Gonds and services tax received

Payments for exploration expenditure

Coal compensation receipts

ftoyally incoma

fteceipts from other operating activities

Net cash inflow from operzting activities 42

Cash fiows from investing zctivities

Paymesnts for property, plant and eguigment
Loans from {10} controlled entities

Proceeds from sale of property, plant and equipment

Net cash {outflaw) from investing zctivities

€ash fiows from financing activities

Proceeds from borrowings

ftepayment of borrowings

Dividends paid 32
Dividends paid to menority interests in controlted entities

Net cash {outflaw) inflaw from financing activities

MNet {decrease) increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Effarts of exchange rate changes on cash and cash equivalents

Cash and cash aguivaients at end of year 8
Financing arrangements 21,25
Man-cash finarcing and investing activities 43

Tha abave cash fiow statesments shoodd be r2ad in corjunation with the aceompanying natas.

q

Huka Resou g sk Cang

Consolidated

Parent entity

2006 2005 2006 2005
$M SN SM M
10101 9320 3124 7506
{855.2) (730.0) (249.2) (232.3)
154.9 1520 $3.2 27.3

13 1.0 . -

. 0.9 0.5
{412 (11.2) {40.4) (20.8)
(23.8) (6.5) @9 (.5

49.7 58.5 17.0 147
(201) (21.6) . -
15 48 . -
18.7 249 . -

12 51 0.6 LG

14222 227.0 314 13.6

(1727 (341.9) {43.5) (3573
. 133 (102.1)
419 a4 0.2 712
{130.8) (360.0) (30.6) (116.6)
1239 238.5 123.9 7385
(74.6) (162.8) (78.3) (84.3)
512 (51.2) {51.2) (512}
{10.0) (6.9) . -
11.9) 774 (1.4) 103.6
{9.5) 44 - .
18.2 134 . -
19.3) . -
17.4 82 . -




Notes to the Financial Statements

for the yvear ended 31 December 2006

NOTE 1.

The principd accounting policies adopted in the preparation of the Financial
Report are set out below. These policies have been consistently applied

to alt the years presented, unless ctherwise stated. The Financial Report
includes saparate financial statements for Huba Resowrces Limited as an
individua! entity and the consolidated entity consisting of Thuka Resources
Limited and its subsidiaries.

e}

(&)

BASIS OF PREPARATION

This generat gurpose financial report has been prepared in
accordance with Austraban equivalents to International Financiat
Reporting Standards {"AIFRS™), other autheritative proncencements
of the Australian Accounting Standards Board, Urgent Issues Group
Interpratations and the Corporations Act 2001

Compliance with IFRSs

Australian Accounting Standards incluge AIFRSs. Compliance with
AIFRSs ensures that the consolidated financial statements and
notes of the consolidated entity comply with International Financial
Reporting Standards {IFRSs).

Historical cost convention

These financial statements have been prepared under the historical
cost comvention, as moedified by the revatuation of avaitable-for-satke
financial assets, financial assets and llabilities (including dervative
instruments} at fair vatue through profit or foss and cerfain claszes
af property, plant and equipment.

{ritical accounting estimates

Tha preparation of financiat statements in conformity with AIFRS
requires the use of certain criticat accounting estimates. It also
requires management o exercise {is judgement in the process of
applying the consolidated entity’s accounting policies. The areas
involving a higher degree of judgement or complexity, or areas
where assumgtions and estimates are significant to the financial
statements are disclosed in Note 2.

PRIMCIPLES OF CONSOLIDATEON

(i}  Subsidiaries

The consalidated financial statements incorporate the assets
and liabilities of all subsidiaries of Tluka Resources Limited
'company™ or “parent entity’’} as at 31 December 2006 and
the results of all subsidiaries for the vear then ended. IHuka
Resources Limited and its subsidiaries together are referred to
in this firancial report as the Group or the consolidated entity.

Suhsidiaries are all those entities {(including special purpose
entities} over which the Group has the power o qovern the
financial and operating policies, genaerally accompanying

a sharehalding of more than one-half of the voting rights.
The existence and effect of potential voting rights that are
cerrenthy enercisable or convertile are considered when
assessing whether the Group contrals another antity.

Suhsidiaries are fully consolidated from the date on which
control is transferred to the Group. They are de-consolidated
from the date that control ceases.

The purchase method of accounting is used ta account for the
acquisition of subsidiaries by the Group {refer to Note 1ég)).

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(g

Intercompany transactions, balances and unrealised gains
on transactions between Group companies are eliminated.
Unrealised losses are atso eliminated unfess the transaction
provides evidence of the impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where
necessary to ansure consistency with the policies adopted by
the &roup.

Minecrity interests in the resuits and equity of subsidiaries are
shown separatefy i the consolidated income statement and
balance sheet respectivaly.

(i1} Joint ventures

The consclidated entity has a coal operation and titanism
minerals and zircon exgloration activities which are conducted
through jont ventures with other parfies.

The proparticnate interests in the assets, Habilities and
expenses of the joint venture cperations have been
incorporated in the financial statements under the appropriate
headings. Details of joint ventures are set cut in Note 41,

SEGMENT REPCRTING

A bissiness segment is a group of assets and operations engaged

i providing products or servicas that are subject to risks and
refurns that are different to these of other business segments. A
geographical segment is engaged i providing products or services
within a particelar economic eapvivonment and is subject fo risks and
refurns that are different from those of seaments operating in cther
BCONCANC BOVIFONENtS.

FOREIGN CURRENCY TRAMSLATION

{i} Functional and presentation currency

[tems inchuded in the financiat statements of each of the
Group’s entities are measurad using the currency of the
primary econemsc environment in which the entity operates
{“the functional cerrency™™. The consolidated financiat
statements are presented in Australian doblars, which is Huka
Resources Limited's functional and presentation currency.

{1} Transactions and halances

Fargign currency transactions are transkated into the
functional cerrancy using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such fransactions ard
from the translation at year-end exchange rates of monetary
assets and labilities denominated in foreign cerrencies are
recogrised in the income statement, except when deferred
ir equity as gualifying cash How hedges and qualifying net
imvestment hedges.

Translatics differences an nan-monetary items, such as
equities held af fair value through profit or loss, are reported
as part of the fair value gain or joss. Transiation differences on
nen-monetary ifems, such as equities classified as available-
for-sale financial assets, are included in the fair value raserve
ir equity




Notes to the Financial Statements

for the yvear ended 31 Decamber 2004

MOTE 1.

(it} Foreign currency loans

Loans drawn down from entities which are repayabla in foreign
currencies are franslated to Austrafian dellars at exchange
rates applicable at year-end.

(v} Group companies

Tha results and financial pasition of 2l the Group entities
{none of which has the currency of a hyperinflationany
econcmy) that have a functional currency different from the
presentation currency are translated info the presentation
currency as foltows:

+  assets and labibties for mach balance sheet presented
ara translated at the closing rate at the date of that
balance sheet;

+  income and axgenses for mach income statemant are
translated at average exchange rates; and

+ ol resulting exchange differences are recognised as 2
separate companent of eguity.

0 consolidation, exchange differences arising from the
translation of any net investment in fareign ertities, and

of borrowings and other currency instruments desigrated

as hedges of such investments, are taken to sharehciders’
equity. When a foreign cperation is sold or borrowings repaid,
a propertionate share of such exchange differences are
recognised in the income statement as part of the gain or foss
on sala.

Goodwill and fair value adiustments arising on the acquisition
of a foreign entity are treated as assets and kakilities of the
foreign entity and franslated at the closing rate.

REVEMUE RECOGNETION

Revenue is measured at the faiy value of the consideration recelved
oF recetvable, Amounts disclesed as revenue are net of returns,
trade allowances and duties and taxes paid. Revenue is recognised
for the major business activities as follows:

(i3 Product sales

Amounts are recognised as sakes revenue when there has
been 2 passing of rish to 2 customer, and:

+  the product iz in a form seitable for delivery and no
further processing is required &y, or on behalf of, the
consotidated entity;

+  the guantity, guality and selling price of the product can
be determined with reasonabie accuracy; and

+  the product has been despatched to the customer and is
no korger undar the ghysical cantrol of the consohdated
entity ar the custamer has formally acknowledged legal
ownership of the product including all inherent risks,
atbeit that the product may be stored in facilities the
consolidated entity controls,

it s Ca

{f}

SUMMARY OF SIGNIFICANT ACCOUNTIMG POLICIES {comtinued)

Gains and losses, including premivms paid o received, in
raspect of forward sates, options and other deferred delivery
arrangements which hedge anticipated revenues from future
production, are deferred and inchuded in sales revenue when
e hedged proceeds ara received.

(it} Land development and resale

Land is not sold until the development work is completed, and
ravenus is recogmsed where there is 2 signed snconditional
contract of sale.

[HCOME TAX

The income tay expense or revenue for the peried is the tax payabie
an the current geriod’s tanable income, based on the national income
taw rate for each jurisdiction adjusted by changes in deferred tax
assets and liakilifies attributable to temporary differences between
the tax bases of assets and liabilities and their carrying ameunts in
the financiat statements, ard to snused tax losses,

Deferred tax assets and liabidities are recognised far temporary
diffarences at the tax rates expected to apply when the assets

are recovered or Habikties are settled, based on those tax rates
which are enacted or substantively enacted for each jurisdiction.

The refevart tax rates are applied to the coemutative amounts of
deductible ard tanable temporary diferences to measura the
deferred tax asset or liability. An exception is made for certain
temporary differences arising from the initial recogrition of an

asset or 2 lighility. Mo deferred tax asset or Hability is recogrised in
relation to these temporary differences if they arcse in a transaction,
other than a business combination, that at the time of the transaction
did not affect either accounting profit or ioss or taxabie profit or foss.

Deferred tax assets are recognised for deductible temporary
diffarences and unused tax losses onby H 1T is probable that future
tauable amounts will be available to utilise those temporary
differances and losses.

Deferred tax Habilities and assets are not recegnised for temporary
diffarences between the carrying amount and tax bases of
imvestments in controbled entities where the parent entity is able to
control the timing of the reversat of the temporary differences and
it 15 probable that the differences will not reverse in the foreseeabls
future.

Current and deferred tax balances attributable to amounts
recogrised directly i equity are atso recognised directly in equity.

Tax consolidation legislation

Thuka Resources bimited and its wholly-owned Aestrabian controlled
entities have impiemented the tax consolidation eqislation as of 1
Jaruary 2004,

On adoption of the tax consclidation legistation, the entities in the
taw conschdated group entered into a tax sharing agreemant which,
ir the opinion of the Directors, Hmits the joint and several liability of
the wholly-owned entities in the case of a defaul? iy the head entity,
Ttuka Resources Limited.

The entifies have aiso entered into a tax funding agreement under
which the whalky-cwned entitias fully compensate Thuka Besources



Notes to the Financial Statements

for the yvear ended 31 December 2006

MOTE 1.

Limted for any current fax payable assumed and are compensated {m
oy Huka Resaurces Limited for any current taw receivalile and

deferred tax assets relating to unused tax losses or unused tax

credits that are transferred to Iluka Resources bimited under the tax
consolidation legislation. The funding amounts are determined by

reference to the amounts recognised in the wholly-owned entities

firancial statements.

The amounts receivable/payable under the tax funding agraement

are due upon receipt of the funding advice from the head entity,

which s issued as soon as practicable after the end of each financial {iy
yoar. The head entity may also require payment of interim funding

amotts to assist with s obligations to pay tax instalments. The

furding amounts are recognised as current intercompany recaivables

or payables.

ACQUISHTEONS GF ASSETS

Tha purchase method of accounting is used to account for all
acquisitions of assets {incleding business combinations) regardiess
of whether eqguity instruments or other asseis are acquired. Cost
is measurad as the faiy value of the assets given, shares issued or
liabilittes incurred or assemad at the date of exchange plus costs
diracthy attributable to the acquisition. Where equity instruments
are issuad i ap acquisition, the value of the instrumants is their
publizhed market price as at the date of excharge unless, inrarg
circemstances, it can be demonstrated that the published price at
the date of exchange is an unreliable indicator of faiy value and
that other svidence and valuation matheds provide a more reliable
measure of fair valua. Transaction costs arising on the issue of
equity instruments are recogrisad directhy in equity.

Identifiable assets acquired and liabiliies and contingent liabilities
assumed 0 2 business combination are measured initially at their
fabr valuas at the acquisition date, irespective of the extent of any
manority interest. The excess of the cost of acquisition over the fair
vatue of the consolidated enfity’s share of the identifiable net assets
acquired is recorded as goodwill. I the cost of acquisition is less
than the fair value of the net assets of the subsidiary acquired, the
difference is recogmised directly in the income statement, bat only
after a reassessment of the identification and measurement of the
net assets acquired.

WWhere settiement of any part of cash consideration is deferred,

the ameunts pavable in the future are discounted o their present

vakue as at the date of exchange. The discount rate used is the

entity’s incremental borrowing rate, being the rate at which a similar

porrowing coutd be obtained from an independert financier under {ik}
comparable terms and conditions.

Costs refating to the acquisition of rew areas of interest are
capiiakised as either exploration and evaluation expenditure,
development properiies or mine properties depending on the stage
of development reached at the date of acquisition.

A liabdlity for restructuring costs is recoqnised as at the date of
acquisition of an entity or part thereof when there is 3 demonstrable
commitment to the restructuring of the acguired entity and a reliable
estimate of the amount of the Hahikity can be made.

SUMMARY OF SIGNIFICANT ACCOUNTIMG POLICIES {continued)

CASH AND CASH EQUIVALENMTS

rar cash flow statement presentation purposes, cash and cash
eguivalents includas cash on hand, deposits keld af call with financial
mnstitutions, other short-term, highly liguid investrents with original
maturities of three months or tess that are readily convertible to
knowr amounts of cash and which are subject to an insignificant risk
of changes in value, and bank averdrafts. Bank overdrafts are shown
within borrowings in current liabilities on the batance sheet.

TRADE RECEIVABLES

Trade receivables are recognised initialty at fair vatue and
subsequently measured at amortised cost, less provision for doubtful
dabts. Trade and other receivables are due for settiement no more
thar 90 days from the date of recogrition.

Coltactibility of trade receivables is reviewed on an angoing

basis. Debts which are known to be uncoltectible are written

off. A provision for doubtiul receivables is estabiished when

there is objective evidence that the consolidated entity will rot be
able to collect alt amounts due according to the original terms of
raceivables. The amount of the provision is the difference between
the asset’s carrying amount and the presert value of estimated
future cash flows, discounted at the origingl effective interest rate.
Cash flows relating to short-term recetvables are not discounted i
the effect of discounting is immaterial. The amount of the provision
is recogrised in the income statement.

MVENTGORIES

Finishad goods and work in progress inventortes have been valued at
the bower of cost and estimated net realisable value,

Costs represent weighted average cost and include direct costs and
an apgropriate portion of fiwed and variable overhead expenditure,
including depreciation and amartisation.

Mot realisable value is the amount estimated to be abtained from the
zafa of the item of inventory i the normal course of business, less
any anticipated costs to be incurred prior to its sala.

Stores have been valued af weighted average cost.

Chsolete or damaged inventorias have been valued at net realisable
value. A regular and crgoing review s undertaken to establish the
extant of surplus tems, and a provision is made for any potentiat
foss on their disposal.

MOM-CURREMT ASSETS (DR DISPOSAL GRGUPS) HELD FOR RESALE

Mon-current assels {or disposal groups) are classified as held for
zate and stated af the lower of their carrying amount and fair value
tass costs to sell if their carrying amount will be recovered principafly
through a safe fransaction rather than through confineing use.

An impairmant charge is recogrised for any initial or subsequent
write-down of the asset (or dispesal group) to fair value less costs
to sell. A gain is recognised for any subsequent increases in faiy
value lass costs te sell of an asset {or disposal grougp), but not in
excess of any cumlative tmpairment charge previcusly recognised.
A gain ar koss rot previously recogrised by the date of the sake of
the ro-current asset (or disposal groug} is recognised at the date of
derecogrnition.

cial Saparl FHd




Notes to the Financial Statements

for the yvear ended 31 Decamber 2004

MOTE 1.

{m}

Mos-eurrent assets fncluding those that are part of 2 disposal group}
ara not depreciated or amortised while they are classified as held for
cale. Interest and other expenses attributable to the liabiities of 2
dispozal group classified as held for sale cortinue to be recogmised.

Mon-eusrent assets classified as hald for sale and the assets of 2
disposal group classified as held for sale are presentad separately
from the other assets in the balance sheet. The liabilities of 2
disposal group classified as held for sale are presented separately
from other lighilities in the balance shest.

[MVESTIENTS AMD OTHER FINANCIAL ASSETS

The consalidated antity classifies s investments in the following
categories: financiat assets af fair valve through profit or {oss, ieans
and recevablas, held-to-maturity investments, and available-far-

sale financial assets. The classification deperds on the purpose for
which the ipvestments were acquired. Management determines the
classification of its investmants at initial recognition and re-evaluates
this designation at each reporting date.

The onky investment category for the current and preceding vear is
leans ard receivabies.

Loans and receivables

Loans and receivabes are non-derivative financial assets with

fiwed or determinable payments that are not quated in an achive
markat. Thay arise when the conschidated entity provides money,
qgoods of services diracthy $o 2 debtor with no intention of selling the
receivabie. They are included in current assets, excapt for those
with maturifies greater than 12 months after the balance sheet date
which are classified as non-current assets. boans and receivables
arg inckuded in recedvablas in the balance sheet Motes % and 13}

DERIVATIVES

Derivatives are intiglly recognised at fair vatue on the date a
derivative contract is entered into and are subsequantly remeasured
to theiy fair value at balance date. The method of recognising

the resulting gain ar loss depends or whether the derivative is
designated as a hedging instrument, ard if so, the nature of the item
beirg hedged. The consolidated entity designates cerfain derivatives
as aither: {1} hedges of the faiy value of recogrised assets or
ltabilities or a firm commitment {fair value hedge); or (7} hedges of
highly probable forecast transactions {cash flow hedges).

At the inception of the transaction, the consclidated entity
documeants the relationship between hedging instruments and
hedged items, as wel as #s risk management objective and strategy
for undertaking varicus hedge fransactions. The consolidated entity
atsa documents s assessment, both at transaction inception and on
an ongoing basis, of whether the derivatives that are used 18 hedging
transactions have been and will contines to be highly effective in
offsetting changes in fair values or cash flows of hedged itams.

The fair values of varicus derivative financial instruments vsed
for hedging purposes are disclosed in Mote 11, Movements in the
hedging reserve in shareholders’ equity are shown in Mote 30,

it s Ca

{n}

SUMMARY OF SIGNIFICANT ACCOUNTIMG POLICIES {comtinued)

(i} Fair value hedge

Changes in the fair value of derivatives that are designated
and qualify as fair value hedges are recorded in the income
staternent, together with any changes in the fair value of the
hedged asset or liability that are attrihuiable to the hedged
risk.

(it} Cash flow hedye

The effective portion of changes in the fair value of derivatives
hat are designated and qualify as cash flow hedges is
racognised in equity in the hedging reserve. The gain or foss
ralating to the ineffective portion is recognised immediately in
the income statement.

Amounts accemutated 0 equity are recycled in the income
staternent in the periods whan the hedged item will affect
profit or oss {for instance when the forecast sale thatis
hedged takes place}. However, when the forecast transaction
that is hedged results in the recognition of a non-financial
asset (for axampie, inventory} or a non-financial Hability, the
gains and fosses previously deferred in equity are transferred
from equity and inchuded in the measurement of the initial cost
or Carrying amount of the asset or Hability.

YWhen a hedging instrument expires or is sobd or terminated,
or when a hedge no ionger meets the criteria for hedge
accaurting, any cemutative gain or loss existing in equity

at that time remains in equity and is recognised when the
forecast transaction is ultimately recognised in the income
staternent. When a forecast fransaction is no longer expected
1o oo, the cemulative gain or loss that was reported in
equity is immediately transferrad to the income statement.

(i) Derivatives that do not gualify for hedge accounting
Certain dertvative instruments do not quakify for hedge
accaurting. Changes in the fair value of any dervative
instrument that does not qualify for hedge accounting are
recognised immediately in the income statement,

FAIR VALUE ESTIMATEON

The fair value of financial assets and financiat liabilities must be
astimated for recogrition, measurement and disclosure purgoses.

The faiy value of financial instruments tradad in active markets {such
as publicky fraded derivatives, and frading and available-for-zale
securities) is based on quoted market prices at the balance sheet
date. The quoted market price used for financial assets held by the
consolidated entity is the current bid price; the appropriate quoted
market price for financial Habikities is the current ask price.

The fair value of financial instruments that are not traded in an active
market {for example, cear-the-counter derivatives) is determined
usirg valuation technigues. The consolidated entity uses a variety

of methods and makes assumptions that are based on market
conditiens existing at each balance date. Guoted market prices or
dealer quotes for similar instruments are used for long-ferm debt
instruments held, Other technigues, such as estimated discounted
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cash fiows, are used to determina fair value for the remaining
financial instruments. The fair value of interest rate swaps is
calcuiated as the present value of the estimated future cash flows.
The fair vatue of forward exchange contracts is determined using
forward exchange market rates at the balance sheet date.

Tha nominat value tess estimated credit adjustmants of frade
receivables and payables are assumed to approvimate their fair
vatues. The fair value of financial liakilities for disciosuye purposes
is estimated by discounting the future contractual cash flows at the
current market interest rate that is avadable to the consolidated
entity for simitar firancial instruments.

PROPERTY, PLANT AMD EQUIPMENT

Lard ard buildings are shown at historical cost, less subsequent
depreciation for busldings. AH other progerty, plant and equipmant
are stated at historical cost less depreciation. Historical cost
includes expenditure that is directly attributable to the acquisition of
the items. Land is not depreciated.

Subsequant costs are included in the asset’s carrying amount or
recognised as a separate assel, as appropriate, oaly when it is
probable that futire soonomic benefits associated with the Hem

will fiow to the consolidated entity and the cost of the item can be
measured rediably. Al other repairs and maintenance are charged to
the income statement during the financial period in which they are
incurred.

Mine specific plant, machinery and equipment refers to plant,
machirery and equipmant for which the economic usefy life cannot
extend beyond the Iife of its host mine.

Gepraciation and amortisation of mine eldings, reserves and
development and mine specific plant, machinery and equipment is
provided for over the life of the ralevant mire or asset, whichever
is the shorter. Depreciation and amortization is determined on a
straight Hne basis.

The expected usefu! lives are as follows:

+ Mine buildings the shorter of applicabla mine

life and 25 years

+ Wine specific plant,
machinery and equipment

the shorter of apphcabla mine or
asset iife and 25 years,
depending on the nature of the
asset

+  Reserves and development  the apphicabie mine lfe

+ {Other non-mine specific 3-2hyaars

plant and equipmant

The reserves and life of each mine and the remaining usefut iife
of each class of aszet are reassessed at requiar intervals and the
depreciation rates adjusted accordingiy.

INTANGIBEE ASSETS

(i} Patents and trademarks

Significant costs aszociated with patents and trademarks
are deferred and amertised on a straight line basis over the
periods of their expected benefit which is 25 years,

{n

{s)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continwed)

{1} Royalty income and amortisation of royalty assets

Royatty income included in the copsolidated entity is
recogrised as revenue using an accrual basis. Under the
terms of the rovalty agreements, rovalty income is recelved on
a quarterty basis and any under or over accrual applicabla to
previcusly recognised rovalty income is adjusted for based on
the receipt of the rovalty income entitlement.

The rovalty entitlemant asset {Mining Area O} included

ir intangible assets is stated at cost less accumuiated
amaoriisation. The cost of the asset i amortised on a straight
line basis so as o write-oif the cost over its estimated usefut
liffe of 2% years.

TRADE AND OTHER PAVABLES

These amounts represent liabilities for goods and sarvices provided
1o the consclidated entity prior to the end of financial year which are
unpaid. The amounts are unsecured and are vseally paid within 30
days of recognition.

BORROWINGS

Borrowings are initially recognised at fair value, net of fransaction
costs incurred. Borrowings are subsequently measured at amortised
cost. Any difference betwean the proceeds (net of transaction costs)
and the redemption amount is recogrised i the income statement
over the period of the borrowings using the effective interest
method.

Borrowings are classified as current Habilities unless the
consolidated amtity has an encondittonal right to defer cettiement of
the Hability for at least 12 months after the balance shest date.

BORFOWING COSTS

Barrowing costs are recognised as expenses in tha period in which
they are incurred, except where they are included in the costs of
gualifying assets. UQualifying assets are assets that take more than
12 months to prepare for theiy intended use or sale.

The capitalisation rate used to determine the amount of Borrowing
costs to be capitalised is the weighted average interest rate
apmlicable o the entity’s outstanding borrowings during the yearn
The weighted average interest rate apphied in the current year was
f.0% (2005 6045

Barrowing costs include:

+  interest on bank averdrafts and short-term ard long-term
porrowings, including amaounts paid or received on interest rate
SWaps;

+  amertisation of anciliary costs inturred in connection with the
arrangemant of borrowings; and

+  finance leaze charges.




Notes to the Financial Statements

for the yvear ended 31 Decamber 2004

MOTE 1.

{ti

SUMMARY OF SIGNIFICANT ACCOUNTIMG POLICIES {comtinued)

PROYISIONS

Pravisions for leqat claims are recogrised when:

the consclidated entity has a present legal obligaticr as a
rasult of past events;

it is more likely than not that an cutflow of resources will be
reguired to settie the obligation; and

the amount has been rediably estimated.

Provisions are rot recognised for future operating fosses.

of the defined benefit obligation is based on expected future
payments which arise from membership of the fund to the
reparting date, calcutated annualy by independent actuaries
using the projected unit credit methed. Consideration is given
1o expected future wage and salary levels, experiance of
ermployee departures and periods of service.

Expected future payments are discounted using market yields
at the reporting date an naticnal government bonds with terms
1o maturity and currency that match, as closely as possible, the
estimated future cash outflows.

Where thare are a nember of similar obligations, the likelihood
that an cutflow will be required in settlemant is determined by
considering the class of obligations as a whole. A provisionis

Actuarial gains and losses arising from experience
adjustments and changes in actuarial assumgtions are charged
or cradited o equity over the employees’ axpected average

recogrised even if the lketihood of an autfiow with respect to any
one ftem included in the same class of obligations may be small.

ramaiming working fives.

Past service cosis are recognised immediately is income,
unless the changes to the superannuation fund are conditional

fuy  EMPLOYEE BEMEFITS L . . .
on the emplovess remaining in servica far a specified pericd of
time {the vesting period). In this case, the past service costs
(i} Wages and salaries, annual leave and sick teave ¢ . oF } ) . p . i
are amortised on a straight-line basis over the vesting period.
Liabilities for wages and salaries, including non-monstar . .
) g A g y Future tanes that are fundad by the consclidated entity and are
benefits, annual leave and accummdating sick feave expected art of the provision of the existing benefit abligation (eg taxes
o be setiled within 12 menths of the reporting date are B . B . 9 o ¥ g
N N R on investment income and employer contributions) are faken
recognised in current Habilities - payabies. Liabilities for . ) ] o
) A ) A to account in measuring the net ability or asset.
ror-accumuiating sick leave are recogrised when the leave is
taken and reeasured at the rates paid or pavabla. Contributions ta the accumulation fued are recognised as an
. . expense as they become payable. Prepaid contributions are
i} Long service feave recognised as an asset to the extent that a cashrefund or 2
The liability for tong service leave is recognised in the reduction in the fulure payments i available.
rovision for emploves benefits and measured as the present .
y woy . ? {iv) Share-hased payments
vatue of expected future payments to be made in respect of
services provided by employees up to the reporting date. Share-based compensation benefits are provided to employees
Considaration is Given b ctod Tt deat wia the Performance Incentive Plan {Plan), the Directors’,
onsideration is given to expected fulure wage and satar
) E ? g l Y fxecutives’ and Employess' Share Acquisition Plan and the
tavals, experience of emplovee departures and periods of . ) .
i ) ) £mployee Share Cwnership scheme. Information relating In
service. Expected future payments are discounted using . )
A . ] these schemes is set out in Mote 45,
market yiekds af the reporting date on national qovernment
bonds with terms to maturity and currency that match, as The fair vatue of shares granted under the Performance
closely as gossible, the estimated fufure cash outflows. Incentive Plan is determined to be the cdosing share price on
. o the grant date. The fair value of the grant is charged as an
(i) Retirement benefit obligations expense through the income statement on a straight-iine basis
Alk employeas of the consolidatad enfity are entitled te bonofits batween the grant date and the vesting date of entitements.
on retiraman_t, disability or death from the c:I:»nsalidatad a_zniit}r’s The fair vakue of antittements offered under #he Pian has
super_anﬂua_tzon plans. The canso_ildaied entity r_las 2 dgfmed been determined by the Directors, in accordance with the
bgnm__fzt_ section and an aFcumuIatmﬁ type_ benefrts SGCtIOT_I measurement criteria of Accounting Standard AASE 2 Share
within its plaﬂs._?ﬁe defined benefit sactigﬂ Qrmrsd_es dafined Based Payment. This fair value is recognised as an expanse
tump sum benefits based on years OT SEN'C? and fmai a\r_erage Hrough the income statement on a straight-line basis between
salary. The accumubation type benefits section receives fived the offer date and the vesting date for sach respective plan.
contributions from consolidated entity companies and the
consolidated antity's jegal or construckive obligation is fimited Shares provided under the Employee Share Ownership schems
1 these contributions, are purchased or-market, with the purchase cost being
recognised as an employes benefits expense.
Aliabdity or asset in respect of defined benefit superannuation
plans is recognised in the batance sheet, and is measured
as the present value of the defined benafit obkgation at the
reporting date plus actuariat gains {less actuarial losses) less
the fair value of the superannuation fund's assets at that date
and any unrecogrised past service cost. The present vaiue
14 it s Ca
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(v) Profit-sharing and bonus plans

The corsolidated entity recognises a lahility and an expense
for bonuses and profit-sharing based an 2 formula that takes
into consideration the profit attributable to the Company's
shareholders after certain adjustments. The consolidated
entity recognises a provision where contractually obliged or
where thera is 2 past practice that has created a constructive
ohligation.

CONTRIBUTED EQUETY

Ordinary shares are classified as equity

Incremental costs directly atiributable to the issue of new shares

or options are shown 0 equity as a deduction, net of tax, from the
procesds. Incremental costs directy attributable to the issue of paw
shares or options for the acquisition of a business, are not included
in the cost of the acquisition as part of the purchase consideration.

DIVEDENDS

Prowision is made for the amount of any dividend dectared on or
pefora the end of the financial year but not distributed at batance
date.

EARNIMGS PER SHARE

(i}  Basic earnings per share @
Basic earnings per share is calculated by dividing the profit
afribuiable to equity hotders of the company, excludipg any
costs of servicing equity other than ordinary shares, by the
weighted average number of ordinary shares cutstanding
during the financial year, adjusted for bonus efements in
crdinary shares issued during the year.

(it} Diluted earnings per share

Bijuted earnings per share adjusts the figures used in the
determination of basic earnings per share to take into account
the after income tax effect of interest and other financing
costs associated with dilutive potential ordinary shares and
the weighted average number of shares assumed to have heen
issued for no consideration in relation to dilutive potestial
ordinary shares.

{aa}

PROJECT EXPLORATION, EVALUATION AND DEVELOPMENT
EXPEMDTTURE

Exploration and evatuation expenditure is accumulated separately
for each area of interest in accordance with AASE 6 Exploration
and Evaluation of Minaral Resources. Such expenditure comgprises
net direct costs and an agpropriate portion of refated overhead
axpenditure,

Expenditure is carried forward whan incurred in areas for which
the consolidated entity has rights of tenure and where ecoromic
mineralisation is indicated, but activities have not yet reached a

SUMMARY OF SIGNIFICANT ACCOUNTIMG POLICIES {continued)

stage which permits a reasonable assessment of the existence or
otherwise of economically recoverable reserves and active and
significant operations in relation to the area are continuing. Each
such projact is reguiarly reviewed. If the propect is abandoned or
if  is considered unlikely the project will proceed to developmant,
accumuiated costs to that point are written off immediately.

tach area of interest is Hmited to 2 size related to a keown or
probable mineral resource capable of supporting a mining operation.

Identifiable exploration assets acquired from anathar mining
company are recogrised as assets at their cost of acquisition, as
determined by the requirements of AASE 3 Business Combinations.

Projects are advanced to development status when it is expected
that accumulated and future expenditura can be recouped through
project development or sate. Capifabised exploration is fransferred
o mine reserves onie the related ore body has achieved JGRC
reserve status and has been included in the life of mine plan.

Dirert costs associated with the commissioning of plant and
equipment are capitalised and included in progerty, plant and
eguipment. Pre-commissicning costs in testing the processing plant
are also capialised.

Al the above expenditure is carried forward up to commencemant of
operations at which time it is amortised in accordance with the policy
stated in Mote L{).

MON-CHRREMT ASSETS COMSTRUCTED BY THE CONSOLIDATED
ENTITY

The cost of ron-current assets constructed by the consolidated entity
includes the cost of alt materials used in construction, direct tabouy
on the project, project managemant costs, borrowing costs incurred
during construction and an appropriate proportion of variable and
{med overheads.

Barrowing costs included in the cost of nof-current assets are
those costs that would have been avoided # the expenditure on the
construction of the assets had rot been made.

REHABHETATION AMND MENE CLOSURE COSTS

The consolidated entity has obiigations to dismantie, remove, resiore
and rehabilitate certain items of property, plant and eguipment.

Under AASE 116 Froperty Planf and Equipment, the cost of an asset
miest inchude any estimated costs of dismantling and removing the
asset and restoring the site on which i is located. The capitalised
rehabilitation and mine closure costs are depraciated {along with the
other costs included in the asset} over the asset's useful life. The
depreciation expense is inciuded i the cost of sales of goods.

AASE 137 Provisions, Contingent Liabilities and Contingent

Assefs requires @ provision £o be ratsed for the gresent value of

the estimated cost of settling the rehabilitation and restoration
chligations existing at batance date. Those costs that relate to
rehabilitation and restoration obligations arising from the prodection
BroCess are recognised in praduction costs. The estimated costs
are discounted using a pre-tax discourt rate that reflects the time
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value of money. The discount rate must ot reflect risks for which
futere cash fiow estimates have been adjusted. A discount rate of
£.0%0 {2005 6.040) has been used in calcutating the rehabilitation and
restoration provisions of the consolidated antity.

Az the value of the provision represents the discounted value of

the present obligation o restore, dismantle and rehabilitate, the
irCrease i the provision dua to the passage of Hime is recognised as
an accretion expense within borrowing costs. This borrowing cost is
axciuded from the cost of sales of goods.

RECOVERARLE AMOUNT OF MON-CURRENT ASSETS

AASE 136 Impairment of Assets raquires that depreciable assets that
arge subject to ameortisation are reviewed for impairmant whenever
avents or changes in circemstances indicate that the carrying
amount may not be recoverabfa. Ar impairment loss is recognised
for the amount by which the asset’s carrying amount exceads its
recoverable amount. The recoverable amount is the higher of an
asset’s fair value less costs to sefl and value-in-use. Where there is
ne binding sale agreement or active market, Tair value less costs to
sali is based on the best information available o reflect the amount
the consclidated entity could receive for the Cash Generating Unit
i an arms length transaction.  For the purposes of assessing
impairment, assefs are grouped at the lowest fevels for which there
are separately identifiable cash flows (Cash Generating Units).

The estimates of fufure cash Hlows for each Cash Generating Unit are
based on significant assemptions incleding:

estimates of the quantities of mineral reserves and resources
for which there is a high degree of confidence of economic
extracion;

future production levels and the ability to sell that production;

future product prices based on the consclidated entity’s
assessment of short and long term prices for each of the key
products;

fufure exchange rates for the Australian Dollar compared fo
the US Dollar using external forecasts by recognised economic
forecasters which project 2 long-term decline in the Australian
doliar;

future cash costs of production, sustaining capital expenditure,
rehabilitation and mine closwre; and

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

OVERBUHDEN CGSTS

Expenditure associated with the removal of mine overburden is
deferred and charged to the income statement over its useful Hie,
which typically does not excesd ore year.

it s Ca
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SUMMARY OF SIGNIFICANT ACCOUNTIMG POLICIES {comtinued)

RESTRUCTURINMG CGSTS

Liabilities arising directly from undertaking a restructuring program,
not in cormection with the acguisition of an entity or operations, are
recogrised when a detaled plan of the restructuring activity has
been developed and implementation of the restructuring program
as planred has commenced, by either entering into contracts

to undertake the restructuring activities or making a detailed
anncencement such that affected parties are in no doubt the
restructuring program will proceed.

Liahilities for the cost of restructusing entities or operations acquired
arae recognised as at the date of acquisition of an entity, or part
therac, if the main features of the restructuring were glanred and
there was a demenstralie commitment to the restruciuring at the
acquisition date and this is supported by a detailed plan developed
within thrae months of the acguisition or prior fo the completion of
the financiat report, if earliar,

The cost of restructuring provided for, other than related employes
termination benafits, is the sstimated cash ficws, havirg regard

to the risks of the restructuring activities, discoented vsing
market yieids at balante date on national qovernment guaranteed
bands with terms to maturity and currency that match, as closely
as poesible, the expected future payments, whers the effect of
discounting i1s material.

Liabilities far employee termination benefits associated with
restructurings are brought to account on the basis described i the
accounting policy pote for employee benefits fote LUk, Liabilities
for costs of restructurings and related employee termination benafits
arg disclosed in aggreqate where the restructuring oocours as a
consequence of ap acoquisition,

MAINTENAMCE AND REPAIRS

Certain items of plant used in the primary extraction, separation and
secondary processing of extracted minerals are subject to major
overhaul on a cyclical basis. Costs incurred during such cverhauls
are charactarised as either in the nature of capital or in the nature of
repairs and maintenance. Worl performed may invobve:

(it the replacement of a discrete sub-component asset, in which
case an asset addition is recogrised and the book value of the
repfacad ttem is written off; and

{(Hy demonstrably extending the useful iife or functionality of an
existing asset, inwhich case the relevant cost 1s added to the
capitalised cost of the asset in question.

Costs incerred during a major cyclical averhaw! which do not
constitute {i} or (H) above, are written off as repairs and maintenance
as incurred. Costs gualifying for capitalisation under {3 or i} aliove
are subsequently depreciated in accordance with Mote 1ioh

Ganeral repairs and mainterance which are not characterised as
part of a major cyclical overhaud are written off as incurred.
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POLICIES {continued)
ROUNDIMG OF AMOUNTS

The Company is of a kind referred to in Class Order 98/0100, issued
oy the Australian Securities and Investments Commission, relating
to the “roending off " of amounts in the Financial Regort. Amounts in
the Firancial Regort have been roundad off in accordance with that
Class Order to the nearest hurdred thousand doflars, or in eerfain
cases, the nearest thousand dollars and the nearast dellan

MEW ACCOUNTENG STAMDARDS AND HG TMTERPRETATIONS

Certain new accounting standards and interpretations have been
published that are not mandatory for 31 December 20605 reporting
paricds, The conschidated entity’s assessment of the impact of
velevant new standards and interpratations is set oud bekow,

UIG 8 Scope of AASB 2

LG 8 is apglicable to annual reporting pericds beginning on or after
1 day 2006. I requires consideration of fransactions involving the
issuance of equity instruments, where the identifiable consideration
recaived i5 jess than the fair vatue of the eguity instruments issued,
to establish whether or not they fall within the scope of AASE 2. The
consolidated entity wifl apply UG 8from 1 Janeary 2007, but it is not
expected to have any significant impact on the consolidated entity’s
firancial statemants.

UIG 9 Reassessment of Embedded Derivatives

G % is effective for anneat reporting periods beginning on or after
1 .une 2008, It requires an entity to assess whather an embedded
darivative is required to be separated from the host contract and
accounted for as a derivative when the entity first becomes a party
tr the contract, Subsequent reassessment is prohibited urless there
is @ change in the terms of the contract that significantly medifies the
cash fiows that otherwise would be required under the contract, in
which case reassessment is required.

AASB 110 Interim Financial Reporting and Impairment

AASB T 10 applies to annual reporting pericds beginning on or after
1 Movember 2006. It prohibits impairment fosses recognised in an
interim pericd on goodwiil, irvestments in equity instruments and
investments in financial assets carried at cost to be reversed at a
subsequant balance sheet date. The consolidated entity will apphy
AASE I 10 from 1 January 2007 but as no goodwill or invesiments in
equity interests are held it is not expected to have any impact on the
consolidated entity's financial statements.

AASB 7 Financial Instruments: Disclosures and AASB
2005 10 Amendments to Australian Accounting Standards
{AASB 132, AASB 101, AASB 114, AASB 117, AASB 133,
AASB 139 AASE 1, AASE 4, AASE 1023 & AASB 10381

AASE 7 and AASBE 2005 10 are applicabla to annual reporting periods
peginning on or after 1 Janeary 2607, The consolidated entity has
not adopted the standards early. Application of the standards will
not affect any of the amourts recognised in the finarcial statements,
put will imypact the type of information disclosed in relation to the
consolidated entity's financial instruments.

Revised AASB 101 Presentation of Financial $tatements

A ravised AASE 101 was issued in Gotober 2006 and is applicable to
annual reporting pericds beginning on or after I January 2007, The
consciidated entity has not adopted the standard early. Application
of the revised standard will not have any impact on the amounts
racognised in the consolidated entity’s financial statemants.

AASB 111 AASB 2 Group and Treasury Share Transactions
and AASE 2007 1 Amendments to Australian Accounting
Standards arising from AASB Interpretation 11

AASE 111 and AASE 2007 1 are effective for annual reporting
pericds commencing on or after 1 March 2007, AASB I 11 addrasses
whether certain types of share-based payment fransactions showld
ke accounted for as equity settled or as cash setiled fransactions
and specifias the accounting in a subsidiary's financial statements
{or share-based payment arrangemants involving equity instruments
of the parant. The consolidated entity will apply ARSE 111 from

1 January 2007, but it is not expected to have any impact on the
consclidated ertity’s firancial statements.

AASB B Operating Segments and AASB 2007 1
Amendments to Australian Accounting Standards arising
from AASB 8

AASB B and AASE 2007 3 are effective for annual reporting periods
commeancing on of after 1 January 2009, AASE B will result in

a charge in the approach to segment reporting, as it requires
adoption of 2 “management approach™ to regorting on the financial
performance. The information being reported will be based on what
the key decision makers use internally for evaluating segment
performance ard deciding how to allocate resources to operating
segmants. The consolidated entity has not yet decided when to adopt
AASE B, Agplication of AASE B may result in different segments,
segmant results and differert type of information being reparted in
the segmesnt note of the financial report. However, it will not affect
any of the amounts recognised in the financial statemants.

NOTE 2. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continualy evaluated and are based on
fistorical experiance and other factors, including expectations of future
events that are believed to be reasenable under the circumstances.

(@)  CRITICAL ACCOUNTENG ESTEMATES AND ASSUMPTIONS

The consolidated entity makes estimates and assumptions
concerning the future. The resulting accounting estimataes will, by
definition, seldom equal the related actual resulis. The estimates
and assumptions that have a significart risk of causing a material
adjustment to the carrying amounts of assets and Habilities within
the next financial year are discussed below;

{#} Impairment of assets

The recoveratte amount of each Cash Generating Unit {CEUY

is determined as the higher of value-in-use and fair value less
costs to sell, in accordance with Mote 14ab). These calcutations
require the use of astimates, which have been outlined in

Mote H{ad)
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CRITICAL ACCOUNTING ESTEMATES AND JUDGEMENTS {continued)

Given the nature of the consclidated entity's mining activities,
future changes in long-term assumplions upan which these
estimates are hased, may give rise to material adjustments to
the current or prior years. This could iead to a reversal of part,
or all, of impatrment charges recorded in the current or prior
years, or the recognition of additional impairment charges in
the fuiure.

Due to the nature of the assumptions and their significance
o the assessment of the recoverable amount of each CGl,
refatively modest changes in one or more assumptions could
require a material adjustment (negative or positive) to the
carrying value of the related ron-current assets within the
rext reporting period.

The kay sources of ectimation uncertainty are set out below:
+  future operating costs for the Murray Basin Douglas
miRe;
+  future capital and cperating costs for the Nerthern
Murray Basin development;

+  gstimates of short and long-term exchange rates
betwean the Australian and US doliars, which are based
on independert forecasts by recogrised econcec
farecasters which project a iong-term decling in the
Australian doliar against the US dollar;

* estimates of iong-term sales prices {or titanium minerals
and zircon groducts;

+  the completion of the pre-feasibility study for the Cataby
mire develogment in the Wid West of Western Australia;

+  the completion of the pre-feasibility study for the Brink
mine develcpment in Virginia, Ynited States;

+  the completion of the organisational review of the
qroup’s operations i the South West of Western
Australia;

+ comptetion of raview of Western Austrabian business;
and

+  timing of access Io reserves and resources.

Tha inter-relationships of the significant assemptions spon
which estimated future cash flows are based, however, are
such that i is impracticable to disciose the extent of the
possible effects of a change in a key assumption in isclation.

Exploration and evaluation expenditure

Expenditure with a value of $6.3 million {2005: $4.3 million)
which does not form part of the Cash Generating Units
assessed for impairment has been carried forward in
accordance with Note 1{¥} on the basis that axploration

and evaluation activities have not yet reached 2 stage

which permits a reasonable assessment of the existence

or ctherwise of economically recoverabie reserves and

active and significant operations in relation to the area are
contingng. In the everd that significant cperations cease
and/or economically recoverable reserves are not assessed as
being present, this expenditure will be expensed to the Income
Statament.

it s Ca

titiy Rehabilitation and mine closure peovisions

As set outin Note 1{aa), these provisions represent the
discounted vaiue of the present obligation to restore,
dismantte and rehabilitate certam items of property, plant and
equipment. The discounted value reflects a combination of
management's assessment of the cost of performing the work
raquired, the timing of the cash flows and the discount rate of
.05 {2005 6.0}

A charge in amy, or a combination, of the three key
assumptions used to determine the provisions could have a
materiat impact to the carrying vatue of the provision. Inthe
case of provisions for assets which remain in use, adiustiments
o the carrying value of the provision are offzet by a charge in
the carrying value of the related asset. Where the provisions
are for assets no longer in use or for obligations arising from
the production process, the adjusiment is reflected directly in
the Income Statement.

{iv) Income tax

The consolidated entity 15 subject to income taxes in Australia
and the United States {US). Significant judgement is required
in determining the worldwide provision for income tawes.
There are many transactions and calcelations for which the
uitimate determination 15 not finglised until statutory fax
raiurns are iodged with the appropriate authorities. Where
the final tax cutcome of these matters is different from the
amounts that were initially recorded, such differencas will
impact the current and deferred tax provisions in the pericd
in which such determination is made which is usualy the
subsequent financiat year

The key assumptions mada regarding the income tax expense
ior the currant vear are the deduectibility for fax purposes

of al} closure costs relating o the LS operation, the level of
resaarch and developmant expenditure that will gualify for
concessiond tax deductions and the tevel of capital gains on
asset disposals that can be shielded by avaiable capital osses
rot previousky recogrised.

CRETECAL JUDGEMENTS TH APPLYING THE ENTITY'S
ACCOUMTING POLICIES

Recovery of deferred tax assets

Met deterred tax assets of 511.6 million {2005 $23.4 million} are
carried in respect of the US operations, including $3.7 million {2005:
$12.2 mitlion) attribuiable to tax losses. Management has assessed
that it is probable that these tax losses will be recoverable against
future taxabie profits fo be generated in the LIS,
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for the yvear ended 31 December 2006

MOTE 3. SEGMEMNT IMFGRMATION

fa}  PRIMARY REPORTENG FORMAT - GEDGRAPHICAL SEGMENTS

WA MB GLD - CRL A FL/G HSW MAC Consolidated

S 0 b1 bl S 0 S S
2006
Sales to external customars 5961 - 12549 1311.2 289 411 - 10032
Other revenue/iRCome 1.3 - 12 0.5 299 127 121 &4.5
Total segment revenue/incoma £98.0 - 126.3 1117 588 53.8 191 10677
Segment result before notable
itams {and impairment charges) 131.1 - 331 219 (2%.1) 139 187 1994
Closure costs and
impairmant charges {60.0) - - - (39.9) - - {99.9)
Coal compensation - - - - - 12.5 - 125
Profit on sale of
Brunswick property - - - - 299 - - 299
Iror ouida provision {25.0) - - - - - - {25.49)
Write-off of assets - {4.6) - - - - - {4.8)
Seqment resuit 46.1 {4.6) 331 219 (35.1) 2b.4 18.7 112.5
Rehabilitation and rastoration
accretion axpense {13.4)
Interest and finance costs {29.9)
Corporate adminisiration
and finaree {26.9)
Interast revenua 16
Profit before income tax 45.7
Income taw expense {14.2)
Met profit {or the year 315
Seqment assets 902.4 554.8 203.4 1110 131 45.7 132 184946
Unailocated assets 149
Total asseis 18645
Seqment Habiiities 3362 3.0 40.3 i5.4 41.2 118 - 457.9
Unallocated liakilities 690.1
Total liabilities 114840
Acquisition of property, plant
and agripment and other nen-
current segment assets 199.7 61.7 17.1 47 01 33 - 197.1
Depreciation and amortisation
expense 77.3 ELE 12.8 i3.2 0.2 6.1 3 127.3
{Other non-cash expenses 339 0B 2.2 1.8 12.8 - - 515

W - Westarn Australia ncluding corporate activities and group exploration and evaluation}
ME - Murray Basin {Mew South WalesMictorta - Australia)

ALD - CRE, Queenskand, Australia

WA - YWirgimia, United States of America

FL/G - FlovidaAaenrgia, United States of Amarica

MEW - Mew Seuth Wakes, Australia

WAL - Mining Area © Iron Ore (Western Australia)
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WOTE 3. SEGMENT INFORMATION (continued)

{a}  PRIMARY REPORTING FORMAT - GEOGRAPHICAL SEGMENTS {continued)

2005

Sates to external customers
Other revenue/income
Toial segment revenus /income

Segment result before notabie
items {and impairment charges)

Closure costs and
impairment charges

Met gain on sale of property,
mant and equipment

Coal compensation
Mardel rovalty income
beferred settlement
PT Koba Tin

Toial segment result

Rehabititation and restoration
accretion expense

Interest and finance cosis

Corporate administration
and finance

Interest revenua
tass before income tax
Income tax benefit

Met loss for the year

Segment assets
Uraliocated assets

Toial assets

Segment liabilities
Hraliccated Habiiities

Todal fiabHities

Acouisition of property, plant
and equipment and other non-
current segmant asseis

Bepreciation ard
amortisation expense

Dther non-cash expenses

16 Huka Resou g sk Cang

WA MB QLD - CRE VA FL/G NS MAC Censofidated
£ M M M a8 M a8 i
6217 1186 8.9 514 404 9210
25.7 25 244 23.5 77.3
647.4 1221 8.9 514 65.0 23.5 998.3
1237 37.8 8.4 (37.7) 154 23.1 1907
(96.1) (36.0) (11L.1) {295.2)
205 2.4 1448 .1
- 63 63
- 13 13
- 20 2.8
] 0.8
463 (36.0) an.z 8.4 {145.8) 39.8 23.1 {56.09
(14.7)
(20.3)
(22.8)
LG
(112.8)
413
{715y
9422 4613 1955 1195 56.9 43.4 121 L34L%
22.6
L,864.5
3433 118 38.6 3l 16.0 &1 175 438.6
668.5
L1074
1232 2145 14.5 74 165 &7 3838
421 L7 5.0 7.8 44 6.4 1254
75 0.9 5.8 23 26.2 2.1 43.2
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MOTE 3. SEGMENT INFORMATION (continued)
{by  SECOMDARY REPORTING FGRMAT - BUSIMESS SEGMENTS
Acnuasition of property,
Segment revenue from plant & equipment & othar
sales to external customers Segment assets noR-current segment assets
2006 05 2606 2005 2006 2005
M it $M $ha b3 $ha
Titaniwm Minerals apd Zircon 962.1 3806 1,790.7 1,785.4 193.3 3771
Coat 41.1 45.4 457 434 38 8.7
Tron Ora Royalty - 132 131 - -
UnaHocated - 49 226 - -
10032 921.0 1,864.5 1,864.5 197.1 3838

Segment revenss is derived from sales o external customers domiciled in varicus geographical regions. Details of segment revenue oy location of

customers are as follows:

- Morth America
- Europe

- Asla

- Australia

Total sales revenus

MOTES TG AND FORMING PART OF THE SEGMENT INFORMATION

Change in Segment Reporting

Consalidated

2006 2005
$M b1
211.2 224.6
3295 274.6
3385 3121
124.0 097
1,093.2 92L.0

The consciidated entity has changed is disclosure of primary and secondary segment reports so as io present the primary segment information hased on

geographicat husiness units. This change reflects hoth the varying risks and returns of gach business urit and also how internally qenerated reports are

presented to senior management and the Board. Comparative information has been represented fo reflect the revised reporting format.

Accounting Policies

Segment information is prepared in conformity with the accounting poficies of the entity as disclosed in Mete 1 and accounting standard AASE 114 Segment

Regoriing,

Segment revenues, expenses, assets and liabilities are those that are divectly attributable to a segment and the relevant portion that can be alocated to the

seqment on a reascnable basis. Segment assets include all assets used by a segment and consist primarily of operating cash, receivables, inventories, property,

plant and equipment and goodwill and other infangibie assets, net of related provisiens. Segment Habilities consist primarily of frade and cther creditors,
empioyves benefits and provision for rehabiltation and restoration. Segment assets and liabilities do not include income taxes and interest-bearing Hahilities.

MOTE 4. REVENUE

Sales revenus

Sale of gqoads

Other revenue

Interest
Management {ee income
Royalty income

Rental income

Consolidated

Parent entity

20066 2005 20606 2005
M a4 M B
1,003.2 92L.0 266.5 2622
i6 Lo 78.1 63.7
- - 0.9 2.9
19.2 251 -
6.6 (X 0.5 0.4
2313 26.7 785 £5.0
10245 9477 3460 3272
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WOTE 5. OTHER INCOME

Met gain on disposal of property, plant and equipmant
beferred settlement income

Coal compansation receipts

Supdry ircome

Met foreign exchange gains

MOTE 6. EXPENSES

Cost of sales af goods

Cost of production®
Depreciation
Amuortisation
Cost of szles af goods
Corporate administration and finance
Marketing and selling including government royaities
Research and development

Expioration and evatuation
Expesnses, excluding Barrowing costs, ciosure casts and impairment charges

* Encilsded i 2006 cost of produstion is $25.0 million {conselidaded entity) and $9.4 milkor
{parand entity) refating to the sehabiiation of iron oxide i tailings dams.

Praofit (loss) before income tax includes the follawing sgecific expenses:

Florida/Geargia closure costs and impairment charges
Write-oif of assets
Provision for diminution in asset values
Rehabilitation and closure provisions
Total Florida/Georgiz £losure £osts and imgairment charges
Western Australia znd Murszy Basin impairment charges
Mg West - provision for diminution in asset values
Murray Basin - provision for dimnetion in asset values
South Wast - provision for diminution in asset valees
Murray Basin - wyite-off of assets

Total Western Australiz and Murrzy Basin impairmesnt charges
Total closure costs and impairment charges

Borrowing costs

Interest and finance charges paid/payable
ftehabilitation and restoration acoretion expense
Amortisation of deferred borrowing costs
Interest capitalised

Borrowing costs expensed
dperating lease expense

Foreign exchange gains and losses
Met foreign exchange gains incudad i other incoma
txichange gains flosses) on forgign currency borrowings
Mot foreign exchange losses incuded in corporate costs

Net foreinn exchange (losses) pains
Befined contrizution superannuation axpensa
Net realisabie value of inventories recognised as expense

Employee Benefits exgense

18 Huka Resou g sk Cang

Consolidated

Parent entity

2006 2005 2006 2005
$M SN SM M
301 8.1 . 136

. 2.8 . -
12.5 63 . -

246 0.1 . 21

. 33 . 2.7
432 50.6 . 147

667.2 586.4 196.6 1731
89.4 9.4 275 3Lz
379 35.8 74 106

7945 7118 2315 143
26.9 228 19.8 20.3
355 312 105 108

63 68 5.3 6.8
12.8 83 - -

875.1 7809 268.1 7523
. 469 . -
2746 425 . -
12.3 217 . -
39.9 1111 . -
. 56.1 . -
. 8.0 . -
9.9 50.0 -
44 . .
84.6 184.1 50.0 -

1045 2052 50.0 -
42.1 324 414 iLé
13.4 47 2.8 4n

24 05 0.4 04

{13.5) a3y {13.5) {12.6)
424 35.0 311 73.4
15.4 110 3.6 33

. 33 . 8.7

. 105 {115y
2.4) (0.4) -
2.4) 33 10.3 (10.8)
14.5 11 . -

a5 44 . -

1668 1542 $2.7 57.5




Notes to the Financial Statements

for the yvear ended 31 December 2006

MOTE 7. INCOME TAX

e}

(&)

e}

INCOMETAX EXPEMSE (BEMEFIT)

Current fax
Geferred tax

{Over} under rovided in pricr years

Geferred income tax {revenue) expense included in
income (8N EXpeRsE COMPrises:

Gecrease {increase} in deferred tay assets (Mote 16}

{Pecrease) increase in deferred tax liabilities (Mote 26

MUMERICAL RECONCILIATION OF INCOME TAX EXPENSE
{BEMEFIT)TO PRIMA FACIETAX PAYABLE

Prodit (loss) before income tay axpense

Tax at the Australian tay rate of 304 {2005: 300}

Tax effect of amounts which are not deduectible {faxabla)
in calcutating tanable income:

Unfranked dividends received

Tax base of {oreign exchange hedge contracts
Mel foreign exchange fosses

Capital gains shizlded by capital loszes
Research ard developmant

Othar nor-deductible items

Berefit of tax losses naot recognised

[ifference in overseas tax rates
{Over} under provision in prior years®

Total incorme tan expense (benefit)

* Tackilad in the net over Drovigion of scome (2% i prior vears is an amosnt of 33,7 million
[2005: 374 raellion) for the consofidatad entity relating to additional research and devalopment
deductions identified It e 31 December 2005 and 33 Decernber 2004 year-ends.

AMOUNTS RECOGMISED DERECTEY T EQUETY

Agoveqate current and deferred tax arising in the reporting period and not
recognised in net grofit or joss but divectly debited or credited o equity

Met deferred tax - debited {credited} directly to equity (Motes 16 and 26}

Consolidated

Parent entity

2006 2005 2006 2005
M 4 $m [
35.2 455 19.2 133
(16.2} {77.5) {32.1) {2.3}
(4.8} .3 28 (1.0}
14.2 ¢41.3) {10.3) 100
4.4 24.7) -

(20.6} {52.8) {32.1) {2.3}
(16.2} 77.5) {32.1) {2.3}
457 {112.8) 27 547
13.7 {33.8) {0.8) 16.4

0.9 L7 -
(6.2} L% {3.0)
- - - 25
- 6.3 - (3.7}
(6.1} 4.5 {6.0) (4.5}
0.3 ni - 03
8.5 - {3.1)
17.1 {44.7) {12.9) 1.0
19 127 -
(4.8} @3 28 {1.0}
14.2 ¢41.3) {10.3) 100
(19 £16.6) {5.5) 13.2}
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WOTE 7. INCOME TAX (comtinued’

{d}

TAX COMSOHIDATION LEGISLATION

Huka Resources Limited and its whelly-owned Australian controlled entities have implamented the fax consclidation legisiation as of 1 January 2004,
The accounting policy in relation to this legislation is set out in Mote L

O adegtion of the tax consolidation legislation, the entities in the tax consolidated group entered inte a tax sharing agreement which, in the opinion
of the Girectors, limits the joint and several llability of the wholly-owned entities in the case of a default by the head entity, Huka Resources Limited.

The entitias have also entered into a tay funding agreement under which the wholty-owned antities fuly compensate Thuka Resources Limited for any
current tax payable assemad and are compensated by Huka Rescurces Limited for any current tay receivable and deferred tax assets relating to
unused fax losses or unused tax credits that are transferred tn Buka Resources Limited under the tax consolidation legisiation. The furding amounts
arg determined by reference to the amounts recogrised in the wholly-owned entities’ financial statements.

The amounts receivable/payabie under the fax funding agreement are due upon receipt of the funding advice from the head entity, which is issued
as saon as practicable after the end of each financial year. The head entity may also require payment of interim funding amounts o assist with its
obligations to pay tax instalments. The funding amounts are recognised as current itercompany receivables or payables.

Consolidated Parent entity
2006 2005 2006 2005
b4 M 5M 3
MOTE 8. CURREMNT ASSETS - CASH AND CASH EQUIVALENTS
Cash at bank and in hand 151 163 - -
Deposits at cal 23 1.9 - -
174 iB2 - -
DEPOSITS AF CALL
The deposits are bearing floating interest rates between 2.8%% and 7.045
£2005: 1.2%% and 7.140) or US dellar and Australian dollar denominated deposits.
MOTE 9. CURRENT ASSETS - RECEIVABLES
Trade receivablas 202.1 160.9 45.9 613
Other debiors 21.2 79 33 45
Prapayments 79 1040 5.2 7.6
Goods and servicas tax (LST) 4.4 38 17 11
2358 1924 561 745

DOUBTFUL RECEIVABLES

The consolidated entity recognised a gain during the year ended 31 December 2005 of $0.2 million in respect of the write-back of provision for doubtfid
receivabies ne fonger required. Mo provision movemnent eccurred during 2006.

EFFECTIVE IMTEREST RATES AMD CREDIT RIZK

Information concerring the cradit risk of bath current and non-current recedvablas is set out in the nop-current receivables note (dote 13}

it s Ca
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Consohdated Parent entity
2066 2005 20606 2005
M it b3 i

MOTE 10. CURRENT ASSETS - INVENTORIES

Consumakbie stores

- atcost 29.2 25.2 9.8 5.5

Work i progress

- g tost 133.9 84.8 413 3298

- 3t net reakisable value 18 11.9 18 10.4
135.7 96.7 431 433

Firizhed goods

- g tost 826 45.0 238 8.2

- 3t net reakisable value 23 13.0 1.9 58

84.7 78.0 248 140

249.6 1969 717 628

fa}  INVEMTORY EXPEMSE

Write-downs of inventories to et realisable value recognised as an expense
during the year ended 31 December 2006 amounted to $0.5 million (2005: $4.4 million).

MOTE 11. DERIVATIVE FINANCIAL INSTRUMENTS

Balance sheet summary

Foreign exchange derivatives are reflected in the Balance Sheet as foliows:

Current assets

Mark to markat gain on foreign exchange derivatives 35 258 - 232

Ron-current assets

Mor-current assets - mark to market gain on foreign exchange derivatives 17 242 - 225

Current liahifities

Forward foraign exchange coniracts - cash flow hedges - (.4 -

Ron-current liabiities

Mark to market gains on foreign exchange derivatives - (.2 -

fa}  FOREIGM EXCHAMGE DERIVAFIVES

Consolidated entity

The group net asset position of foreign exchange derivatives at 31 Decamber 2006 was $5.2 millian {2005: $49.4 million}. During the year ended 31
December 2006, the consolidated entity transferred a total gain of $28.9 million {2005: $46.9 million) to the Income Statement from equity. This gain
predominantly represented the gains attributable to delivered contracts and these refating to contracts terminated earky which were due for delivery in
the yaar

Parent entity

The net asset position at 31 December 2005 was $45.7 million. During the year ended 31 December 2006, a total of $24.6 million (2005: $35.5 milien}
was transferrad to the Income Statement from equity

On 25 August 2006, the parent entity clesed-out its hedge book. This generated a profit of $37.7 million of which $10.3 million was recognised in 2006
{part of $28.9 millicn mentioned above). The balance of $27.4 million has been deferred in reserves and will be recognised during 2007 as revenue in line
with the delvery dates of the original contracts.
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MOTE 11, DERIVATIVE FINANCIAL INSTRUMERTS (continued)

(b}

()

FEdANCIAL RISK MAMAGEMENT

The consolidated entity’s aclivities expose it to a variety of financia risks including foreign exchange risk, credit risk, Hoguidity risk and cash How interast
rate risk. The consolidated ertity’s overall risk managemend program focuses on the unpredictability of financial mearkets and seeks to minimise potential

adverse effects an the financial performance of the conschidated entity

Risk management is carried et under the following policies approved by the Board of Directors,

(i3

(i}

(it

{iv}

Foreign exchange risk

Foreign axchange risk arises when future commercial fransactions ard recognised assets and Habilities are denominated in a currency that is
rot the entity’s functional cusrency. The entity marages this by borrowing in US doliars to provide a hedge for the pet US dollar denominated
investment in overseas operations or through derivative instruments.

Tha conschidated entity cperates internationally and s exposed to foreign exchange risk arising predominantty from currency exposures to the
US deilar. The parent entity does not hedge this exposure, however a controfled entity, Consolidated Rutite Limited {CHL}, may hedge s exposure
through the use of derivative instruments in accordance with policies approved by the Board of TRL

Credit risk

Tha conschidated entity has no significant concentrations of credit risk. The consolidated entity has policies in place fo ensure that sales of products
and services are made $o customers with an appropriate credit history, The consolidated entity (excleding CRL} maintains an insurance policy fo
assist in managing the credit risk of Hs customers. Derivative counterparties and cazh fransactions are kmited to high credit guality firancial
mstitutions. The conschidated entity has policies that limit the ameount of credit exposure to any one financial nstitution.

LigLedity risk

Prudent lsquidity risk management implies maintaining sufficient cash or credit facilities to meet the operating requiresnents of the business. This is
managed through committed undrawn facilities and prudent cash flow management.

Cash flow and {air value interest rate risk

Interect rate risk arizes from the consolidated entity’s borrowing program. YWher managing interest rate risk the consolidated entity seeks to
manimise its overall cost of funds with a preference for variable interest rate exposures.

Borrowings issued at variable rates expose the consolidated entity to cash flow inferest rate risk white borrowings isseed at fived rates expose the
consolidated entity 1o fair vaiue interest rate risk,

[MTEREST RATE RISK EXPGSURE

Refer to Mote 21 and Mote 25 for the consclidated entity’s expasure to inferest rate risk.

Consolidated Parent entity
2006 2005 2006 72005
b3 M M 3
WOTE 12, CURRENT ASSETS - GTHER
Beferred overburden rermoval 179 i85 0s 3l

2
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Consolidated

Parent entity

2066 2005 20606 2005
$M it b3 i
MOTE 12, NOM-CURRENT ASSETS - RECEIVABLES
Leans to controfled entities {a) - - 31549 3185
Prepaymeants 6.2 2.0 0.2 a3
Other debtors (&} 36 34 -
38 5.4 315.2 3168
fa}  LOANSTO COMTROLLED EMTITIES
Further information relating o loans to controlted entities is set out in Mote 34,
{b}  FAIR VALUES
The fair vatues of the nen-current recedvables are based on cash flows discounted using a current lending rate of 7.0% (2005 7000

e} INTEREST RATE RIS EXPOSURE

Cash and cash equivalents {refer Mote 8} are the only inferest-bearing assefs of the consolidated entity,

fd}  CREDITRISX

Tha credit risk on financial assets of the consohdated entity which have been recogrised in the balance sheet is generally the carrying valus amount,

net of any provisions for doubtful debts.

Refer to Mote 11 for more information on the risk managemment policy of the consolidated entity.

Consolidated

Parent entity

2006 2005 2006 2005
$M it b3 i
MOTE 14, MNOMN-CURRENT ASSETS - OTHER FINAMNCIAL ASSETS
Retirement benafits surphus {Mote 35) 1.2 [EX:] -
Shares in confrolled entities (MNote 359 - - 8492 2475
12 (.6 849.2 8475
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MOTE 15, NON-CURREMT ASSETS - PROPERTY, PLANT AMD EQUIPMENT

CONSEGLIBATED

At 1 fanuary 2005

Cost
Accemutated depreciation

Met written down value

Year ended 31 Bacember 2005
Opening written down valus
Additions

Bisposals

Werite-off of exploration expenditure

Writa-off of Florida/Georgia assets
and impaiyment charges

Bepreciation/amortisation expense

Foreign currency exchange differances

Transfers/reclassifications

Closing written down vakie

At 31 December 2005
Cost
Accemutated deprediation®

Met written down value

Year ended 31 Bacember 2006
Dpening written down valus
Additions

Bisposals

YWdrita-off of exploration expenditure
Write-offs and impatrment charges

Begreciation/amortisation expense

Foreign currency exchange differances

Transfers/reclassifications

Closing written down valise

At 31 December 2006
Cost
Accemutated deprediation®

Met written down vaiue

*  Encludes impairment charees

24 Huka Resou g sk Cang

Piasnt, Mine Project
Land & Machinery & Reserves & Exploration & Gevelopment
Buildings Equipment Bevefopmant Evaluation tupenditura Total
$hd S Sl b3 $hd Sl
833 1,65%.0 4829 1611 1916 2,052.9
8.9 {4328 {270.5} - r2.0)
78.6 8262 412.4 1611 1916 1,3409
78.6 8262 412.4 1611 1916 1,3409
43 1077 43.4 14.2 214.2 3838
8.2 0.5 (0.2} - 9.9}
- 1.0 - {1.0}
{5.4) {898} {%5.7} {13.2} 62.7) {266.6}
{L.1} (79.73 {A25) - {1233}
G4 88 18 0.3 8 110
14 738 17.4 {42.3} {0.3)
0.6 595.8 3368 BR.9 273.3 1,3349
o7 12704 4871 BR.9 3253 24326
(20.9y {674.7) {350.3) £52.0) {1,067 .7}
0.6 595.8 3368 BR.9 273.3 1,3349
76.0 5495.% 3368 5.9 2733 13349
65 7.8 328 7.0 730 197.1
(6.6} {0.5) - - - {7.1)
R - - {1.7) - {1.7)
(8.6} (73.3) {11.1) - - {92.2)
(3.0} (81.5) {43.1) - {0.1} {125.7)
(0.2} (¢R)] {0.4) - - {8.3)
65 152.0 3.8 {4.5) (159.1} {1.3)
7.2 662.4 318.8 59.7 187.1 1,295.7
918 1,419.% 7103 59.7 2384 2,520.1
(24.6} {757.0) {391.5) - (5.3} {1,224.4)
7.2 662.9 318.8 59.7 187.1 1,295.7




Notes to the Financial Statements

for the yvear ended 31 December 2006

MOTE 15. NON-CURRENT ASSETS - PROPERTY, PLANT AND EQUIPMERNT {continued)

Plant, Mine
tand & Machinery & Reserves &

Buildings Equipment Development Total
PARENT ENTITY $ha it b3 i
At 1 January 2G5
Cost 424 4263 730 5447
Accumulated depreciation 5.3 (206.3) 47 .4} {259.0}
Met written down value 371 323.0 25.6 2857
Year ended 31 Decemher 2005
Opening written down value 371 723.0 5.4 285.7
Additions 34 L0 19.3 43.7
Disposals {.L &9 - {140}
Depreciation/amortisation expense {0.2) {23.5) {175} {41.2}
Closing written down value 33.2 213.6 274 2742
At 31 Becember 2065
Cost 330 430.0 24 560.4
Accumulated depreciation 4.8 {216.4) {65.0} {2862}
Met written down value 332 213.6 27.4 2742
Year entded 31 Decemher 2006
Opening written down value 33.2 2136 274 2742
Additions 6.8 26.8 216 492
Dispasals (6.3} {0.3) - {0.6)
Depreciation/amortisation expense (0.2} (23.0) {11.7) {34.9)
Impairment charges (8.0} {45.5) {6.5) {60.0)
Closing written down value 315 1656 30.8 2279
At 31 Becember 2066
Cost 44.7 449.9 114.3 508.9
Arccumulated depreciation® (13.2} (284.3) {B3.5) {381.9)
Met written down value 313 165.6 30.8 2279

* Includes anpairment chargas

Mine reserves and development

Inchuded in ming reserves and davelopment are amounts totalling $164.7 million for the consolidated entity and $21.8 million for the parent entity {2005: $192.6
milion and $5.7 million respectively) which have not heen depreciated as mining of the related area of interast has not yet commenced,

Plant, machinery and equipment

Inchuded in plant, machinery and equipment are amounts totalling $39.8 million for the consolidated entity and $17.2 million for the parent entity {2005: $42.8
milion and $14.7 milion respectively) which relate to assets under construction. These amoanis are ot currently being depreciated as the asseis are not ready
for use.

Project development expenditure

Included in project devefopment expenditure for 2005 were amounts of $273.3 million relating to expenditure on Musray Basin. These amounts were not
depreciated as the project had not been commissioned.

During 2006, $61.7 million was incurred in project development expenditure on Murray Basin, Part of this expenditure relates to the Douglas Wet Concentrator
Plant which was comsnissioned on 5 April 2006, the asset cost was transferred to plant and equigment and has been depreciated from that date. The Hamiltan
Minarat Segaration Plant, which represents the balance of the project development expendifure, was not commissicned at year-and ard depreciation will
commence in 2007,
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Notes to the Financial Statements

for the yvear ended 31 Decamber 2004

MOTE 15, NON-CURREMT ASSETS - PROPERTY, PLANT AMD EQUIPMENT (continued}

Nen-current assets pledged as security

Refer to Mate 25 for information on nor-current assets pledged as security by the parent entity or its controlled entities.

Write-offs and impairment charges

A5 at 31 December 2005 and 31 December 2005, 2 nember of impairment charges were recognised to write-down assets Io thedr recoverable amount, being
faiy value iess costs o sell. As stated in Mote 1{ab), where there is o binding sale agreement or active market, fair vatue tess costs fo sell is based on the best
information available In refiect the amount the consolidated entity cowld receive for mach Cash Generating Unit {CGU} in an arms length transaction. For this
purpose, the consolidated entity has catculated the net present value of each CGU having regard, where appropriate, to external market evidence in support of
kay assumptions. The key assumphions are included in Maote 2.

2006 tand & Plant, Machinery  Mine Reserves Exploration & Project Total \Write-oifs &
Butdings & Fouipmant & Development Evaluation Bavelopment  Impairment Charges

Cash Generating Units 3kt 3 Sl B8 3kt Sl

South \Waest 8.0 455 6.5 - - 60.0

Murray Basin - - 4.6 . - 4.6

Florida/Georgia - 27.6 - - - 27.6

Totat 8.0 733 11.1 - - 92.2

The 2605 impairment write-downs have been alecated acress property, plant and equipment bakances on a pro-rata basis according relative book values,

as foliows:

2005 tand & Plant, Machinery  Mine Reserves Exploration & Project Total Wiriteoffs &
Buidings & Equipmant & Development Evaluation Gevelopment  Impairment Charges

Cash Generating Units 3kt 3 Sl B8 3kt Sl

Mid Wast 41 333 33.6 2.2 - 3.2

Murray Basin L3 L5 249 8.3 52.0 88.0

Florida/Georgia - 348 37.2 a7 1.7 g4

Totat 5.4 396 957 32 827 266.6

The write-off and impairmant charge in respect of Horida/Georgia follows the staged closure of these operations. The charges recognised in respect of the
South West, Mid West and Murray Basin {2005} refate to reductions in carrying value as a result of impairment testing at year-end. The factors contributing to
the impairment write-downs for these Chills are provided below:

Seuth West (2006)
- nigher operating costs; and

+  land access issues.

Rtid West (2005}
* figher operating costs;
+  some reductions i long-term selling price assumplions; and

+  the exclusion of any assumed future cash ieflows ir refation to the possible commercial treatment of residual iron cuide tailings.

Murray Basin (2005}

+  forecastfor higher costs for fabour, energy and mining services emanating from mere detaited, contemporary mining plans and the assessment of
prevaiing condiions for major resource projecis; and

+  delays and uncertainties relating Io the commencement of the Douglas Project.

it s Ca



Notes to the Financial Statements

for the yvear ended 31 December 2006

Conschidated Parent entity
2066 2005 20606 2005
$M it b3 i
MOTE 16, MOM-CURRENT ASSETS - DEFERRED TAX ASSETS
The balance comprises tamporary differences attrihutahble to:
Ameaunts recogaised in prafit or loss
Empicyes benefits 8.6 7.3 346 35
RekabHitation provisions 73.9 7.6 218 228
Other provisions 6.2 Lo 0.7 0.4
Fareign exchange - {0.4) -
Borrowing expenses - £ - 01
Accruals 19 L4 11 11
Tax revenue losses® 4.2 12.2 -
Restructuring provision - 4.2 -
Other i3 13 - (0.9}
955 ne7 212 27.0
Set-oif of deferred tax Habilities pursuant to set-off provisions (Mote 26 (B0.6} 3.1 {27.2) {270}
Met deferred tax assets 14.9 2.6 -
Mavements:
Opening balance at 1 January 22.6 6.3 -
Credited (charged) to the income statement {(Mote 7} (4.4} 4.7 -
Recoupment of carried forward losses - 241 -
Ower {undar} provision i prior years 6.3 155 -
Credited (charged) directy to eguity {Notes 7 and 30} (3.6} (.2 -
Closing balance at 31 Decermber 14.9 2.6 -

* The balance is attriltabla 10 carriad forward LS {ax lbases which are probable of recoupmsnt i ensiing years,
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Notes to the Financial Statements

for the year ended 31 Decamber 2004

MOTE 17, NOM-CURRENT ASSETS - INTANGIBLE ASSETS

CONSEGLIBATED

At 1 fanuary 2005

Cost
Accumutated amortisation

Met written down value

Year ended 31 Bacember 2005
Dpaning written down valus
Empairment charge*
Amortization charge

Closing written down vakie

At 31 December 2005
Cost
Accemutated amortisation®*

Met written down value

Year ended 31 Becember 2066
Dpaning written down valus
Amortisation charge

Closing written down vakie

At 31 December 2006
Cost
Accemutated amortisation®*

Met written down value

*Inpeirment charga of SNil{200%5: 329 milkon} is mofuded 0 closure costs and Angairment chargas in the Tacoma Stalement,

*+* fpcludes impaisment charges.

MOTE 18, NOM-CURRENT ASSETS - INVENTORIES

Consumable stores
- at cost

MOTE 19, NOM-CURRENT ASSETS - DTHER

Beferred overburden

MOTE 20, CURRENT LIABILITIES - PAYABLES

Trade payables
Other creditors and accruals

Employee benefits

28 Huka Resou g sk Cang

Patents, Royalty
trademarks & entitlement
licences asset Total
i M 3
72 1.0 272
(3.3} 0.5 (3.8
348 4.5 234
i3 4.5 234
(2.9 (2.8
1.8} 0.4y (2.0
0.4 4.1 185
iv2 1.0 272
75 0.5 8.7
0.4 4.1 185
9.4 43 185
(1.3} {(0.4) (1.7}
8.1 27 16.8
17.2 10.0 271.2
9.1} (1.3) (10.4}
8.1 27 16.8
Consolidated Parant entity
2006 05 2006 20065
b3 M M 3
5.5 5.3 2.7 2.4
2.7 - -
56.9 7540 11.2 4.6
4.9 &0.8 254 201
12.7 124 53 5.6
1336 148.2 419 353




Notes to the Financial Statements

for the yvear ended 31 December 2006

Conschidated Parent entity
2006 2005 2606 2005
M it b3 i
WOTE 21, CURRENT LIABILITIES - INTEREST-BEARING LIABILITIES
Secured
Bank foans {d) 55 - -
Unsecured
Bank toans {a} and {c} 11%.9 415 1199 415
Recaivaliles acquisition facility (e} 686 43.0 &68.6 43.0
Senior notes (1) - 414 - 1.4
Total unsecured current interest-bearing liabiities 1885 1459 18B.S 1459
Total current interest-bearing liabiities 194.0 1459 18B.S 1459

Further details of the security relating to each of the secured Habilities and further information on the bank overdrafts and bank foans are set out in Mote 25,

fa}  TRADE FIMAMNCE FACILITY
During the year, the limit of the Trade Finance Facility was increased by A$25.0 miflion 2o AR85.0 million and the maturity date extended to December

2007, As at 31 December 2008, USH17.0 million and A$41.5 millicn was outstanding under this {acility at interest rates of 5.6%) and 6.6% respectively
{2005: USSMii and A$415 million at 6.0%).

b}  SENMIDOR MOTES - 1994 SERIES

During December 2006, the second tranche of the Senior Motes - 1996 Series totaling US$45.0 million {A857.3 million} was repaid.

fc} LOAN AGREEMENT

During December 2006, 2 one year US$45.0 million Loan Agreement was entered into, As at 31 Decemnber 2006, US$45.0 millicn at an interest rate of
5.6% was cutstanding under this agreament (2005 LISENIt).

fdy  WORKING CAPITAL FACILITY - CRL

During the year, the A310.0 million Working Capital Facility was extendad for a further twelve manths to July 2007, As at 31 December 2006, A$55
million at an interest rate of 6,655 was outstanding under this faciity (2005 ASNH).

(e} RECEIVABLES ACQUESITION AGREEMENT

Guring the year, the Receivables Acquisition Agreament was extended to March 2008. As at 31 December 2006, USE54.3 million was cutstanding under
this agreemant at an interest rate of 5649 {2005 US$22.8 million at 4440 and ABLL.E million at 6.0%6),

£ INTEREST RATE EXPOSURES

Dataits of the consolidated entity’s exposure o interast rate changes on interest-bearing Habilities are set out in Mote 25,

Conschidated Parent entity

2006 20305 2606 2005

M bt b3 B
MOTE 22, CURRENT LIABILITIES - PROVISIGNS
Empicyes benefits 16.8 1.6 45 35
Rehabiitation and mine closure 457 45.0 135 11.4
{Other provisions i4 2.5 0.9

57.9 581 18.9 149

Mevemenis in each class of provision during the current financiat year, other than empicyee benefits, are set out in Mote 27,
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Notes to the Financial Statements

for the yvear ended 31 Decamber 2004

Consolidated Parant entity
2006 2005 2006 2005
b3 S M $ha
MOTE 23, CURRENT LIABILITIES - CURRENT TAX LIARILITIES
Incorme tax 19.4 i53 8.6 4.5
MOTE 24, CURRENT LIABILITIES - OTHER
Urearned interest - controlied entity - - - RO
MOTE 25 MOM-CURRENT LTABILITIES - INTEREST-BREARING LIABILITIES
Secured
Bank loans (d} and i} - a4 - -
Unsecured
Bank ieans {a} and {a} 20349 198.0 203.0 1980
Senior notes (o) and {o} 218.2 224732 218.2 2347
Beferred borrowing costs {1.3) (1.7 (1.3) (1.7
Toial unsecurad ron-current interast-bearing liabilities 419.9 47205 419.9 4205
Todal non-current interest-bearing liabilties 419.9 4265 419.9 4205

{ay  LOAN NOTE SUBSCREPTIOM AGREEMENT
The Loan Mote Subscription Agreement has a facility fimit of US$130.0 millicn and maturity date of Decamber 2009. As at 31 December 2006, A3102.0
millior at an average interest rate of 7.0% was cutstanding under this agreement {2005: A3116.5 million at 6.1%6),

(by  SENIOR NOTES - 1996 SERIES

The remaining tranches mature in December 2008 US$H30.0 midlicn and December 2011 US$30.0 million. As at 31 Decembar 2006, US$60.0 million at an
average interest rate of 7,64 was cutstanding on the Senior Motes {20065: USE105.0 million at 7.5%)

fc}  SENIOR NGTES - 2003 SERIES

The Senior Mates - 2003 Series mature in three tranches being June 2010 USHA0.0 millicn, June 2013 USHAR.0 million and June 2615 US$20.0 million. As
at 31 December 2006, USH160.0 million at an average interest rate of 5.1% was outstanding on the Senior Notes (2005: US$100.0 million at 5.1%0).

The translation exposure o these notes has been eliminated through a series of cross currency swap fransactions. Gn maturity of the notes the princigal
repayments are fixed at an exchangs rate of AUD/USD 07025,

The swaps alse convert the ficed USD interest payments on the notes to an AUD variable interest rate exposure. As at 31 December 2006, the cross
CHYERCY swaps bear an average interest rate of 6,94 (2005: 6,245}

(y  SYMDICATED REWOLVING LOAN FACILITY ~CRL

During the vear the limit of the Syndicated Revelving Loan Facility was reduced by A$20.0 million to A$15.0 milkion. The maturity date of the fackity is July
2008. As at 31 December 2006, this facklity was undrawn {2005; 4%6.0 million at 4.146).

The revolving credit facility and working capital facity are secured by varicus morigages and fived and floating charges over the assets of CRL.

{e)  BILATERAL LOAN NOTE SUBSCRIPTION AGREEMENTS

Bilateral Loan Mote Subscription Agreements with two separate financiers for U5540.0 million each, mature in March 20106, Az at 31 December 2006,
A51061.0 maiflian at an average interest rate of 6.8%: was outstanding under these agreements (2005: ASE1.5 million at 4.1%0).
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Notes to the Financial Statements

for the yvear ended 31 December 2006

Conschidated Parent entity
2066 2005 20606 2005
Motes M Bt b3 5
MOTE 25, NON-CURRENT LIABILITIES
- INTEREST-BEARING LIABILITIES (continued)
{f} ASSETS PLEDGED AS SECURITY
The carrying amounts of assets pladged as security are:
Cash and cash equivalents ] W L& -
Current receivables 9 29.1 23.8 -
Inventories 10 18.8 i -
Property, plant and equipmant 15 1106.8 1052 -
Total assets pledged as security 160.4 1523 -
g} FINANCIMG ARRAMGEMEMTS
|Inrestricted actess was avadable at balance date
to the fellowing lines of cradit:
Credit arrangements
Total faciiities
US private placement notes - 1896 serips 5.9 1433 159 1433
U5 private placement notes - 2003 series 142.3 1423 1423 1423
Loan note {acility 164.4 774 164.4 177.4
Trade finance facility 285.0 a0.0 854 &0.0
Bilateral loan note facHity 10:.2 082 141.2 169.2
ftaceivables acquisition facHity 5.9 419 159 2.9
Short term loan 56.9 - 56.9
Syndicated revolving loan credit facility 15.0 350 -
Securad working capital facility 16.0 JLERE] -
Securad bank overdraft facility G5 (.5 -
7273 758.6 7016 7141
lJsed af balance date
US private placement notes - 1896 serips 5.9 1433 159 1433
US private placement notes - 2003 series 1423 1423 1423 1423
Loan note facility 102.0 1165 1429 1185
Trade finance facility 63.0 415 634 415
Bilateral loan note facHity 10:.0 1.5 1419 213
ftaceivables acquisition facHity 686 430 &8.6 43.0
Short term loan 56.9 - 56.9
Syndicated revolving loan credit facility - 6.0 -
Securad working capital facility 55 - -
615.2 5741 509.7 568.1
UInused at balance date
Loan note facility 624 a0.o 2.4 &0.9
Trade finance facility 22.0 18.5 224 185
Bilateral loan note facHity 6.2 7.7 0.2 277
ftaceivables acquisition facHity 73 389 13 389
Syndicated revolving loan credit facility 15.0 0.0 -
Securad working capital facility 45 JLERE] -
Securad bank overdraft facility G5 (.5 -
11319 igh5 919 146.0
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Notes to the Financial Statements

for the yvear ended 31 Decamber 2004

MOTE 25, NON-CURREMT LIABILITIES - INTEREST-BEARING LIABILITIES (continued

(hy  IMTEREST RATE RISK EXPOSURE

The consolidated antity’s exposure to interest rate risk and the effective weighted average interest rate for each class of financial liabdities 1s set out
ir the table befow. Exposures arise predominantly from Hahikities bearing variable interest rates as the consolidated entity infends to bold fived rate
liabilities to maturity.

Fised inferast rate

Floating 1 year ltas More than 5 Man-interest
interest rate or less YRars ¥ears baaring Total
2006 bt M L3 4 i LI
Payabies (Mote 20} - - - - 133.4 133.6
Interest-bearing liabilities®
{Motes 21 and 25) 397.0 - 132.8 854 - 615.2
Interest rate swaps** 142.3 - {56.9) {85.4) - -
5393 - 75.9 - 1336 748.8
Weighted average interest rate 6.5% - 7.6% -
2005
Payablies (Mote 20} - - - - 148.2 1482
Interest-bearing liabilities*
{Motes 21 and 25) 288.5 614 7.9 1263 - 5741
Interest rate swaps** 1423 - {56.9} {854} -
430.8 614 41.0 40.9 148.2 7223
Weighted average intersst rate &.04% 7.445 7.5% 7.6
*  BExcludes defersad barrowing costs
*+* Motional principal amolets
Consolidated Parant entity
2006 2005 2006 2005
b3 S M $ha

MOTE 26, NON-CURREMT LIABILITIES - DEFERRED TAX LIABILITIES

The Balance comprises temparary differences attributable to:

Amounts recognised in profit or ioss

Begreciation/amortisation 1063 0.9 26.2 443
Mining capital expenditure 113 |7 0.8 2.2
Foreign currency exchange 19 2.3 3.2 2.3
Other 1.9 IKI] - -
Receivabies 53 1.7 0.: 21
Eveniony 124 - 3o -
135.8 1444 333 485
Amounts recopnised directly is eguity
Cash flow hedges lé& ida - 13.7
137.4 159.2 333 62.6
Set-off of deferred tax liabilities pursuant to set-off provisions (Mote 16} {80.6) {731 [27.2) (27.09
Net defarred tax abilities 56.8 81.1 6.3 358

A2 Huia Resau g sk Cang



Notes to the Financial Statements

for the yvear ended 31 December 2006

Conschidated Parent entity
2006 2005 2606 2005
M it b3 B
MOTE 26, NON-CURRENT LIABILITIES
-DEFERREDTAX LIABILITIES {continued)
Mavements:
Opening balance at 1 January 213 il54 356 214
Change on adoption of AASE 132 and AASE 139 - o - %1
Charged/{cradited) to the income statement (Mote 1) (20.6} {52.8) {32.1) (2.3}
Charged/{credited) to equity (Motes 7 and 30) (5.5} {16.4 {5.5) {13.2}
Under provision in prier years 18 5.8 8.1 34
Closing balance at 31 December 56.8 A 6.1 3546
MOTE 27. NOM-CURRENT LIABILITIES - PROVISIONS
Empieyes benefits 6.6 &7 2.1 2.4
Rehabiitation and mine closure 258.6 7209 729 837
{Other provisions ) 44 0.9 0.9
266.3 3316 750 &7.0

Meovemants in each class of provision during the current financial year, other than employee entitfements, are sef out helow:

Rehabilstation and Other

mire cfosure provisions

it i
CONSOLIDAYED - 2006
Carrying amount af start of year 2659 55
Additional provisions recognised® 529 11
Payments {25.7) {1.9)
Rekabilitation and restaration accretion expense 134 -
Transfers/reclassifications - {1.7)
Foreign exchange rate movements {2.2) {9.2)
Unused ameounts reversed - {14)
Carrying ameoint af end of year 3043 2.5
PARENT ENTITY - 2006
Carrying amount af start of year 751 29
Additional provisions recognised® 1349 29
Payments {54) -
Rekabilitation and restaration accretion expense 2.3 -
Carrying ameoint af end of year 855 18

Movement in rehabibitation and mine closure provistons and other provisions represerds an aggregate of current and non-current balances.

* Epcilstes $250 milion For the consolidated entity and 59.4 million 1og the parsnt antity selating fo the rehabililagion of Fen axids in taiines dams,
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for the yvear ended 31 Decamber 2004

Consolidated Parant entity
2006 2005 2006 2005
b3 S M $ha
MOTE 28, NOM-CURRENT LIABILITIES - OTHER
Other 21 0.1l - -
Parent antity Parant entity
2006 2005 2006 2005
Number of Mumber of Paid 12 value  Paid up valua
shares shares M $h
MOTE 29, CONTRIBUTED EQUITY
{2y SHARE CAPITAL
Ordinary shares
[zsued and paid up captal 232914349 232,914,349 6310 110
by MOVEMENMTS TN GROTMARY SHARE CAPITAL
Date Details Mumber of shares i
1 January 2005 Opening balante 232,914,349 411.0
31 December 2005 Balanca 232,914,349 411.0
31 December 2006 Balanca 232,914 349 611.0

fc} ORDINARY SHARES

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the company in proportion fo the number of and amounts
paid or the shares held. Gn a show of hands every holder of ordinary shares present at a meeting in person oF by prowy, is entitfed o ene vote, ard upon

a poll each share is entitled to one voie.

MOTE 30. RESERVES AND RETAINED PROFITS

{a}  RESERVES

Asset revaluation reserve

Asset realisation reserve

Hedging reserve - cash flow hedges
Employes share options reserve
Foreign currency transkation reserve
Share-based payments resene

Definkd benefit superannuation reserye

A4 Huis Resou g sk Cang

Consolidated Parant entity
2006 2005 2006 2005
b3 M M 3
189 20.3 19.3 0.7

. 47 - 1.2
205 314 18.6 30.0

9.2 0.2 0.2 9.2
{1.5) 0.9} - -

1.7 1.5 1.7 15
{0.1) - -
397 57.2 398 53.6




Notes to the Financial Statements

for the yvear ended 31 December 2006

Conschidated Parent entity
2066 2005 20606 2005
M it b3 i
MOTE 30. RESERVES AMD RETAINED PROFITS (continued)
Movements:
Asset revaluation reserve
Balance 1 January 20.3 20,3 20.7 w7
Transfer to asset realisation reserve (2.4} - {1.4)
Balance 31 December 18.9 20,3 19.3 w7
Asset realisation reserve
Baiance 1 danuary 4.7 a7 1.2 1.2
Transfar from asset revaluation reserve 14 - 14
Transfar to retained sarnings (6.2} - {2.6)
Balance 31 Decamber - a7 - 1.2
Hedging reserve - cash flow hedges
Balance 1 January 314 - 304
Adiustmaent on adopticn of AASE 137 and AASE 139, net of tax - 74.8 - &0.9
Revatuation, net of tay 73 {5.7) 4.4 {£5}
Transfar to ret profit, net of tax (17.8} 36.3) {16.9) {264}
Attributabie to minority interest (G4} {L.4Y -
Balance 31 December 20.5 3L4 18.4 3040
Employee share options reserve
Balance 1 January 6.2 0.2 0.2 0.z
Balance 31 December 6.2 (.2 0.2 a2
Foreign currency transiation veserve
Balance 1 January (6.9} {L.9 -
Currency transiation differences avising during the year (0.6} Lo -
Baiance 31 Decamber (3.5} {0.%) -
Share-hased payments reserve
Balance 1 January 15 [k 15 0.8
Reccanition of the fair vatue of equity instruments granted
to emptoyess under the Perdormance Tncentive Blan 6.2 0.7 0.2 0.7
Balance 31 December 17 15 1.7 15
Defined benefit superannuation reserve
Balance 1 January - [EX:] -
Decrease for the year (6.3} {0.6) -
Baiance 31 Decamber (0.3} - -
(b} RETAIMED PRGFIFS
Movemnents in retained profits were as follows:
Balanca T January 26.6 1575 160.6 1669
Mat grofit doss} {or the year 231.0 {8509 1.4 447
Gividends (51.2} {5L.7) {51.2) {51.2}
Transfer from asset reakization reserve 6.3 - 2.4
Adjustment on adoption of AASE 132 & AASB 139, net of tax - 0.2 - 0.2
Balance 31 December (3.5} M6 1194 160.6
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for the yvear ended 31 Decamber 2004

MOTE 30,

RESERVES AMD RETAINED PROFITS {continved:

{c}  MATURE AMD PURPOSE OF RESERVES

(i3

(i}

(it

{iv}

(v}

{vi}

Asset revaluation reserve

The asset revatuation reserve is used to record increments and decrements on the revaluation of ron-current assets, as described in Mote Lok
The balance starding to the credit of the reserve may be used to satisfy the distribution of bonus shares to shareholders and is only available for
the payment of cash dividends in imited circumstances as permitied by law,

Aszet realisation reserve

This reserve records the amount of asset revaluation reserve refating to disposed assets which is now avaiable for distribution to shareholders.
Tha balance of this reserve was transferred to refained earnings at 31 December 2006 as the reserve is considered avafdable for distrbution In
shareholders,

Hedging reserve - cash flow hedges

Tha hedging reserve is used o record gams or fosses on a hedging instrument in a cash flow hedge that are recognised directly in equity, as
daescribed in Mote 1(m). Amounts are recognised i profif and foss when the associated hedged transaction affects profit and loss.

Emplayee share options reserve
Tha emgployee share options reserve (s used to recognise the fair value of options issued but not exercised.
Foreign curvency transiation veserve

fuichange differences arising on franslation of the foreign controlled entity are taken to the foreign currenty translation reserve, as described in
Mote 1idl. The reserve is recognised in profit and ioss when the net investment is disposed of.

Share-hased payments reserve

Tha share-based payments reserve is used to recognisa the fair value of equity instruments granted But not yet issued Io employees under the
Parformance Incentive Plan and the Directors’, Executives’ and Employees’ Share Acguisition Plan,

(vit) Defined benefit superannuation reserve
Tha defined benafit superannuation reserve represents the actuarial gains and iosses of the net position of the defined benefit superannuation
plans not yet recognised through the Income Statement.
Consolidated Parant entity
2006 2005 2006 2005
b3 S M $ha
MOTE 23, MINOGRITY INTEREST
Interest in:
Share capital 63.7 63.7 - -
Reserves 1.8 14 - -
Retained profits 38 3.2 - -
6593 68.3 - -
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Parent entity

2006 2005
M B

MOTE 32. DIVIDENDS

e}

)

e}

ORDENARY SHARES

Final dividend for the year ended 31 Decerber 2005 of 12 cents
partly franked to 9.6 cents at 305 {2004: 12 cents partly franked
to & cants at 3090} per fuily paid share 219 279

Interims dividend for the year ended 31 December 2006 of 10 cents
fubly franked {2005: 10 cants partly franked t0 b cents at 3045
par Tully paid share 233 233

51.2 51.2

DIVEDENDS MOT RECOGNISED AT YEAR-END

In addition to the above dividends, since year-end the Directors have

declared a final dividerd of 12 cents fully franked (2005: 12 cents parily franked

te 9.6 cents at 3040 per fully paid ordinary share. The aggregate amount of the

dividend expected to be paid on 7 May 2007 out of retained profits at

31 Decamber 2006, but not recognised as a liability at year-end, is 2719 279

FRAMKED DEYIDENDS

The frasked portions of the final dividends recommended after

31 Decamber 2006 will be based on existing franking credits

{thiz includes receiving frankad dividends from Consolidated Rutile Limited)
and franking cradits arising from the payment of income fax i the year
ending 31 December 2007,

Conschidated Parent entity

2006 2005 2606 2005
$M a4 b3 B

Franking credits avadable for subsequent financial years
fased on a tax rate of 3046 (2005: 3040) 26.0 161 B.b 5.0

Tha above amounts represent the balance of the franking account as at the end of the financial vear, adjusted for:
{8) franking credits that will arise fram the payment of the amount of the provision for income tay;
{B) franking debits that wil} arise from the payment of dividends recognised as a liability at the reporting date; and

{cy franking credits that wilt arise fram the receipt of dividends recognised as recaivaliles at the reporting date.

The franking credits available fo the consclidated entity include $11L.0 millior {2005: $4.6 million} for the Censolidated Rutile Limited growp ard $0.4
million {2605: $6.5 million) attributable to Ashton Coal Interests Pty Ltd, of which the consolidated entity owns 93.3%0 (20057 93.395). Distribution of
franking cradits by the consolidated entity is subject to recedpt of fully franked dividends from Consolidated Rutile Limited which was 51.044; owned
iy the consclidated entity at 31 December 2006 (2005 51.04%) and Ashton Coal Interests Pty Limited.

i Rennr 2004
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MOTE 33, KEY MANAGEMENT PERSONNEL

KEY MANAGEMENT PERSOMMEL

Key Management Persernel of the consolidated endity comprise Directors of Hoka Resources Limited as well as other specific empicyees of the consoiidated
eqtity who mat the following criteria: "personnel who have authority and responsibility for planning, directing anrd controlling the activities of the consclidated
eqtity, either directly or indirectly’,

The Kay Management Personnel for the parant entity are the same as for the consalidated entity. Therefore, disclosure and patances in this Mote relate to bath
the parent entity and the conselidated entity.

KEY MAMAGEMENT PERSONNEL - DIRECTORS
The following persons were Directors of Iluka Resoerces Limited during the financial year:

(i} Lhairman - Non-executive
[ C R Mackanzte

(i} Managing Director and Chief Executive Officer
b A Robb
K #8 FalweH

{iii} Mon-executive Directors
W HJ Bary
& [ Camphelt
¥ A Davies
R L Evary
1€ R Mackenzia
G b dorley
& o Pizzey
& J Rezos
R ATastuia

K M Folwell ceased employment as Managing Director and CED on 31 August 2006, D A Robb was appointed as Managing Director on 18 Octoher 2006,
B ATastula and W H J Barr retired an 11 May 2004,

Al other above persons were Directors of Huka Resources Limited for all of the financial yeas, as well as for the financial year ended 31 Decamber 2005, excapt
G J Rezos who was appointed as a Director on 20 June 2006,

KEY MANAGEMENT PERSONMEL - EMPLOYEES GTHER THAN DIRECTORS {"THE EXECUTIVES?)

In addition to the Directors of the consolidated entity, the following employees met the definition of Key Management Personne! for the year ended
31 Dacember 2006:

P J Benjamis* fxecutive General Manager - Gectogy

W R Bisset’ fxecutive General Manager - Globat Cperations

W J Bourke® fxecutive General Manager - Technical Senvices

B H W Cathoun fxecutive General Manager - Peaple and Communities

b £ Grant* Chief Financial Cifticer

V E Huge® fxecutive General Manager - Sales and Marketing

H E Umtauff fxecutive General Manager - Development

5 Ward” txnecutive General Manager - Sales and Marketing, Business Development and United States Operations
Cifilson tnecutive General Manager - Legat and Company Secratary
i P Bensamin appointad as an Exacutive 24 May 2006,

2 W R Bissel ceasad amploymant 31 Decemlber 2006,

3. MJ Bowrke ceazed smbloyment 3 March 2004,

4. D C Grant ceased amploymant 16 Felraary 2007,

5. W E Bugo appoinied 26 an Execlstive 21 Fabrisary 2006,

& HE Umlauff appointad as an Exacutiva 2 May 2006,

7. SWard ceased smployment 10 February 2006,
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MOTE 33, KEY MAMAGEMERNT PERSONNEL {continued)

For the remainder of this Note, Key Management Persorned other than Directors of the consolidated entity are referred fo as "Executives’.
The above persens were alse Executives during the vear ended 31 Decembaer 2005, except:
~ P J Benjamin, whe was appointed Executive General Manager - Gealogy on 24 May 2006,

- D H M Cathoun who commenced employment with the consolidated entity on 21 Feliruary 2005, The preceding Execotive General Manager - People and
Commurities, G R Alian, ceased employment or 31 March 2005,

-\ E Hugo whe was appointed Executive General Manager - Sakes and Marketing on 21 February 2006, The preceding Executive eneral Manager - Sales and
Marketing, 5\Ward, terminated on 10 February 2006,

- H £ Umiauff, whe was appointed as Executive General Manager - Development on & May 2006,

REMUMERATION PRIMCIPLES

The Board recognises that Huka's performance is dependent on the quakity of its employees ard the alignment of their activities and performance with Thuka's
business objactive — to create and deliver shareholder value. Accordingly, Tkuka’s remuneration policy is designed In atfract, retain and motivate experiencad
axecutives and to ansure the forus of executives on shareholder value creation and delivery. This policy is based on the {oflowing principhes:

ahgnment of executive and sharehoider interests is supported by executive share ownership;

erecuiives should be focused on both short and long-term business performance;

the company’s nead Io atbract and retain key executive talant;

erecuiive rewards must be competitive within the sector in which Iluka operates;

an approgriate balance showld be maintained betwean fived and variable components of axecutive remuneration; and

all aspects of executive remuneration should be transparent i terms of discloswre and be compliant with relevant legislative requirements and be informed

by market practice.

The remuneration of an execulive of manager for perormance is, therefore, linked to both annual business performance ocutcomas and to the company’s ability
to generate competitive lavels of shareholder value, as defined by total shareholder retwrn {TSRY, and return on equity (ROE), on a longer ferm basis.

[r guantitative terms, a share purchased at the pravailing market price of $4.45 on L January 2002 has since gererated $3.10 in sharehoider returns over the
subsequent five year period {a 70 per cent return}. This return has comprised aggregate dividend returns of $1.10 plus share price growth of $2.00 per share
by reference to the closing price as at 31 December 2006 of $6.65. Over the corresponding five year period, average executive remuneration {for roles existing
throughout that period} increased by 28 per cent.

The remuneration policies and practices of CRL, a subsidiary of Thuka, are developed by the CRL Board. Information on these arrangements is available in the
CRE Annuat Raport.

REMUMERATIOHN STRUCTURE

This nate discieses remuneration detaits for the Maraging Girector, norexecutive Birectors and the Key Management Personned of the company and group in
2008,

Ressneration for Executives comprizes two componenis:

foed remureration which is made up of base salary and superannuation, together with other salary sacrifice ems such as novated leases and car parking.
Employees are required o meet any fringe benefits tax cbligations applicable to benefits; and

variable rameneration which is linked directhy to performance of both the company and the individuat executive and as such is deemad to be “at risk™.

The remuneration structure is designed to reflect an appropriate balance between fived and variable remuneration to ensure that executive reward is aligned
with the performance cutcomes of the business.

FIXED REMUMERATION

The company positiens fixed annual remuneration at median levels of the market as defined by the appropriate comparater group of Australian companies with
simiiar market capitalisation, as well as referencing job evaluation data ard the individual competence levels of axecutives.

Aliowance is made for the highty competitive nature of the market for talent in the resaurces sector,
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MOTE 33, KEY MANAGEMENT PERSONNEL (continued)

Superannuation Benefits

Huka has appropriate superannuation and pension arrangements in countries where i operates. In Australia the company contributes superannuation at the
minisum rate to each axecutive’s nominated elgible fund. Individuals may elect to make further voluntary contributions from pre-tax salary.

Ail Australian-based executives are entitled to contribute to the Thuka Superannuation Plan. The Pian is administered by BNG as part of a master trust and over
&1 per cent of employeses are members. The plan is primarily an accumedation style plan. A smali rumber of employees have retained membership in a defined
benefit sub-plan, 2 legacy from the 1999 merger of Westralian Sands Limited with RGC Limited. Mo Executives parficipate in the defined benefit plan.

VARTABLE REMUNERATION

Performance Incentive Programs 2005 and 2006

In March 2005, the Beard introduced the Performance Incentive Program (PIP). The existing rules of the Directors’, Executives’ and Ermployeas’ Share
Acoarisition Plan {Plan} alkow for Directors to make subsequent amendments to the Plan in accordance with the rules. Amendmants to the rubes required to
implement the new PIP were approved by Directors in March 2005,

In February 2004, the Board approved a number of refinements ta the PIP following its fivst year of operation.

For participating executives, 50 per cent of any award made was inthe form of cash and the balance was required 1o be deferred in the form of share rights.
Only nominated managers and executives participated in the PIE The level of potential award opportunity was determined by an individual's role within the
business and capactty to impact the results of the company. In 2004, 3% emgplovees éncluding all executives) particigated m the cash and equity form of PIR with
a further /5 staff nominated for the cash-onby form of the Plan.

The PIP provided for an “at risk’ element of remuneration requiring the attainment of annually set, pre-determined objectives and targets. Objectives were both
financial and noa-firancial and were developed individually for participating staff. Performance objectives related to finarcial (NPAT and ROE), environmental,
health and safety performance, business improvement projects and specific targets within the executives’ functional responsibilities. Individual objectives were
required In align directly with the company’s strateqic plan and annual budgets.

Each measure and objective had robust targets defined at thresheld (minimem level of performance required), target (perdformance as budgeted) and stretch
{superior performance - maximum lavel of award). Objectives, measures and targets set in 2006 were subject to the approval of the Board, and are applicable
to both the cash and equity components of the Plan.

Duteomes of PIP ohjectives were subject To rigorous assessment by management and, for the Managing Director and executive team, by the Board.

En 2005 and 2006, thresheld achisvernent raguived a 90 per cant achievement of the targat or budgeted perfermance of the company and paid 45 per cent of the
apportioned award. Target achievemant required meeting 100 per cent of this criterion and paid 85 per cent of the apportioned award. Stretch achievemant
required a 120 per cent performance against this criterion, and paid 100 per cent of the apportioned award. There was no additional payment apgplicable to the
execuiives above streteh, nor was any award payable below threshold leved of financial achievemant.

For both the 2005 ard 2006 Plans, the financial and non-financial objectives and measures waere the oy criteria required for determining the share entitiements
of executives.

For the 2005 PIP at the end of the performance period in Decamber 2005, perormance criteria were assessed for each executive and an intentive award
determined based on the level of achisvement. 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 instatments of 25 per cent over the next four years, commencing in January 2007, Further, a four year holding
perind appiies to each grant of shares.

For the 2006 PIP at the end of the performance period in Decamber 2006, perormance criteria were assessed for each executive and an incentive award
determined based on the level of achievernent. Half of the incentive award was paid in cash in March 2007, The remaining half will be transferred to the
executive as rights to fully paid shares cver the next three years in one-third trstaiments commencing in danuary 2007, The four year holding period on vestad
shara rights apolicabla in 2005 was reptaced by a 50 per cent minimum holding requirement once ail shares have vested in the 2006 Plan. Once shara rights
vest, the award shares will be purchased on the open market.
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MOTE 33, KEY MAMAGEMENT PERSONNEL {continued)

Long-Term Incentive Plans prior to 2005

Prior to the introduction of the PIP in 2005, the company operated iong-term incentive plans purseant to the terms of the Directors’, Executives’ and Emplovees’
Share Acguisition Plan {Plan). The terms of the annual offer included an allocated maximuem number of shares (maximum allocation} o be acquired or retained
undar the Plan on behalf of the executive i certain pedormance criteria, 2s determined by the Board, were satisfied.

The percrmance criteria for each offer was based on Total Sharaboldar Return (758} against a defined comparator group of companies over a three year
performance pericd. At the end of the pericd, the performance of the company against the comparator group was assessed and a determination was made as fo
how much of the maximum allocation the execotive was entitled o have acquired on his o har behalf by the trusiee.

Sinee the Plan was approved by shareholders, individual offers were made in 2001, 2602, 2003 and 2004, al of which have now concluded.

The 2003 and 2004 Plans concluded during the 20604 year, af 30 June 2006 and 31 Decembar 2006 respectivedy. For the 2003 and 2004 Plans, relative TSR
performance was measured against the Australian Materials Index. Vesting was determined as follows: {13 For the 20603 Plan, no reward was payabie for
pesformance below the 40% percentite. For mach T per cant above the 40" percentile, 2 per cent of the totat number of shares in the award was payable with
160 per cent being payable at the 65 percentile. Buka ranked at the 53.33 percentile resulting in 77 per cent of the award being achieved; (7} For the 2004
Plan, no reward was pavable for performance below the 50" percentile. For each 1 per cent above the 50% percentile, 2 per cent of the total number of shares
in the award was payable with 100 per cent being payable at the 75% percentile. Thika ranked at the 55.8 percentile rasuiting in 61.6 per cent of the award being
achieved.

Mercer Consulting provided an assessment of the Plan performance relative to the Australian Materials Index on a reqular basis and at the end of the
performance period for the review and consideration of the Remuneration and Momination Committes.

Onca the earred allocation was determined, the trustee purchazed the shares and holds them on trust for the executive for a maximum period of ten years. At
the end of the ten years, or earlier if approved by the Board, the shares are fransferred from the trustes to the execotive.

Details of potential share grants under Long-Term Incentive Plan

All offers {including Plans vested in the 2005 year) and detaiis of the maximum alocation for the Managing Directer and Chief Executive Officer and Executives
are shown inTable 1 batow. I should be noted that the mandmum allocations lsted are subject to the respective performance criteria. If at the end of the
performance period the performance oriteria have not been met there will be no entittement o shares.

Details of Shares Granted under Performance Incentive Plan (PIP) and Long-Term Incentive (LTI} Plan in 2005

Table 1 — Actual awards made under LTT pfans 1n 2006
Parformance Period

01/01/03 - 30/06/06%

Directors of Hukz Resources Eimited

Mumber of shares

[r A Robi!
K 48 Folwel?

Exzcutives of lluka Resources Limited

01/01/04 - 317127067

Mumber of shares

P J Banjamin 3,749 5,693
W R Bisset? 16,214 25,488
W J Bowrke - -
B H M Calhoun - -
[ C Grant" . o641
¥ £ Hugo 6,910 103,472
H £ Umlauff* - -
S Ward” - -
T Wilson - -
Award Date Z8/08/06 QL3
Vesting Date 28/08/06 01/03/07

1 [ A Robd appoinged 18 Gotaber 2006,

2 K M Folwel: ceased emplaymant 3 Bagust 2066,

3 W R Bissel ceazed employment 33 Decembhar 2006_ Lindar the tarms of the redundancy be was paid cash in fau of shares under the 0170184 - 31712706 £31.
4 3 d Bowirke ceased employmesnt 3 Masch 2006,

5 b Cddrant censed employment 36 February 2807,

[ H E Usniandf appoinged a2 an Execotive & May 2006

7 SWiard cansed empioyraent 10 Febraary 2006,

8 Grand date 28 August 2006, Vesting date 28 Auglst 2006, wilh & 10 year halding lock wretil L Septembar 2016

4 Grant dage 1 Masch 2007, Yestiag date 1 March 2007, wilh & 10 vear helding lock setil 1 Apsil 2017,
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MOTE 33, KEY MANAGEMENMT PERSONNEL (continued)

Fair vakue per share for awards made usder the ET1 Plan in 2006

Performance period 01/01/03 — 30/06/06 = 52.72

Performance period 01/01/04 - 31/12/06 = §2.47

Fair vahies were determined in accordance with AASE 2 Share Based Payment by the Directors. The valuation was performed using an option pricing moded.

Table 2 — Actual awards made under FTP in 2604 Performance Period

§1/01/05 - 31/12/05

Birectors of Iluka Resources Limited Muember of shave rights
b A Robh! -
K M FolwelF 18,654

Executives of Tluka Resources Limited

P J Benjamin 3445
W R Bisset? 10,316
W J Bourke® -
B H W Cathoun 9737
b L Grant® 10,806
W E Hugo 10,484
H E Umtauff -
5 Ward” -
Cilson 9,576

Grant Date G1/01/036
Vesting Bate 2007, 2008, 2009, 2010°

D & Roll: appointad 38 deiober 2006,

E 8 Folwell censed empioyment 31 Attt 2006, Share rights for all franches lapsed an t2omisation.

Wil R Bigset ceasad amploymant 21 December 2008, Under the terans of the redundancy al share rights g all iranshes vested on 31 Dacamber 20046,
12 J Bowrke ceased emplayment 3 darch 2006, Share righls for all tranches lagsed on termination.

D C Grant ceased amploymen 16 February 2007, Share rights 1os the 2008, $3/01/2009 and 01/01/2010 tranchas fapsad on resignation.

H E Uinlauff appointad as ans Exacitive 9 May 2008

SWard ceased amployment 10 February 2008, Share righls for all tranchas lapsed on termination.

Wesls in four eglsal tranches on 01783/ 2087, 81/01,/2008, OL0L200% and 01/01/2010 respectivedy

B i

Fair vakse per share for grants made under the FIP in 2006:
Parformance period 01/01/05 — 31/12/05 = §7.50

Fair vakises were determined in accordance with AASE 2 Share Based Payment by the Directors. The valuation was performed using an option pricing moded.

FLUKA RESOURCES LIMITED EMPLOYEE SHARE PEAN

The company alse operaies an employes share plan under the rules of the Tluka Resources Limited Employes Share Blan.

The Beard may, from time to time, at its discretion, make written offers to participate in the plan. An offer was made during the financial year o employees to
acquive up to 51,000 of fully paid crdinary shares in the company from pre-tax remuneration. Overal, 31 per cent of sliginle employess particigated in the 2006
Man,

Consisterd with vseal industry practice, shares acquired under the Employes Share Pan are not subiect to performance conditions as the primary objective of
the plan is to encourage share ownership by aH employees and thereby increase the alignment of employee attitudes and actions with shareholder value craation
and delivery.

SERVICE AGREEMENTS

Managing Director

The Managing Girector is Mr David Robb, aged 32, My Robb commenced with the compary on 18 Ociober 2006, Remureration and other terms of employment
for Mr Robb are formalised in a senvice agreemant.

The service agreement {or the Managing Director was regotiated on behalf of the Board at the ime of employment. Mr Robb's remuneration was established by
reference i the market and with particutar reference {o companies of a simiar size in terms of market capitalisation and cperating revenues. His remuperation
will be reviewed on an anmat basis in December by the Board with assistance from externat advisers. The total remuneration paid to 44r Robb in 2006 is shows
inTable 4. Gther remeneration arrangements for Mr Robb are as follows:
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MOTE 33, KEY MAMAGEMERNT PERSONNEL {continued)

Salary

lir Robb's Fixed Anmeal Remeneration (FAR) is $1,100,000 inclusive of superannuation contributions.

Performance [ncentive Program

As anrounced at the tima Mr Robb commenced with the company, he is eligible to participate in Jluka’s performance incentive plan on the tarms governing that
program from time to time. Asindicated elsewhere in this report an axtensive review of variable remuneration arrangements applying to senior executives in
the compary has now been completed and Mr Robb’s intentive arrangements have been modified accordingly.

T 2007, the maximum incentive My Robb may earn is now 150 per cent of FAR, up from 125 per cant. The target incentive opprrtunity for the Managing Director
undar the new STIP is 90 per cent of FAR and ender the UTIP is 30 per cent of FAR. Af stretchlevels of performance, the incentive opporunity under the STIP
increases to 120 per cent.

For the Managing Director the following weighting of targets wilt apply under the STIP:
Profitability (ROC and MPAT) - 50 per cent
Sustainability (all injury frequency rate, severity rate and environmental nofifications) - 10 per cent
Growth {individual chjectives) - 40 per cent

The above structure alignes the arrangements for Mr Robb with these applyving to other senior executives. Mr Robb has, kowever, agreed to take any award
in the 2007 STIP plan in the form of Huka shares, rather than the half cash, haf equity arrangement provided for in the new STIP and in his current service
agresment.

Other Benefis

Mr Robb purchased approximately $500,000 of Huka shares prior to commencing employment on the basis that [uka woukd match this with an equivalent award
of share rights.

Thuka has granted Mr Robb share rights to 71,851 shares to match the sharves he has purchased. The share rights will vest on 1 July 2008 or earliar if Mr Robb's
ampioymant is terminated as a result of redundancy, material diminution in status or ilress, o on notice from Theka {ather than for underperformance}. This
benafit recognises the benefits Mr Robb has forgone in leaving his previous employmant to take up this position.

For the pericd between 18 Octeber 2006 and 31 December 2006, My Robb was paid $200,000 in lieu of participation in the 2006 executive incentive plan in this
period.

Termination on Notice from lluka

Thuka may terminate My Robb's employment by giving 12 months notice. Thika may alect to pay Mr Robb an equivalent ameosrd of FAR in lizu of notice {subject,
where required, te shareholder approval).

Wr Robb will also receive a pro-rata short-term incentive component of the executive incentive glan, as determined by the Board, and all shares to which Mr
Robb is antithed under the Directors’, Executives’ and Employees’ Share Acquisition Plan will vest within three months of termination.

Wr Roblb will also be entitled to payment in Hew of pro-rata long service teave {after seven years of continuous serviee) and of accrued but untaken annual leave.

Resignation by My Rohb

Mr Rabk may terminate his employment at any fime by giving six months notice. Iluka may elect to pay Mr Roth an equivalent amount of FAR ik {ieu of rotice.
Any pro-rata award under the executive incentive plan wilt be at the dizcretion of the Board.

Wr Robl will also be entitled to payment in Hey of pro-rata long service teave and of accrued but uniaken anrual leave, on the same basis as detaited above for
termination on notice from Iluka.

Termination Without Notice

Thuka may terminate My Robb's employment without notice in the case of misconduct and in certain ofher circumstances. In this avent, My Robb will not be
antitted 0 any payment under the executive incentive plan of pro-rata tong service leave, bt wilt e entitled to payment in liew of accrued but untaken arnual
leave,

Termination for other Reasons

Mr Robb's employmant may be terminated:
by Tluka or the ground of redundancy or by Mr Robb i, at the instigation of the Brard, he suifers a material diminution in his status as Chief Executive
Hficer and Managing Girector, By giving 24 months notice {if given in the first three years of employment} or 12 months notice {thereafter} provided that
Huka may elact, or Mr Robb may require Thuka, to pay Mr Robb an equivalent ameuent of FAR in lieu of notice {subject, where required, to shareholder
approvall; or
by Iluka i Mr Robb suffers an iliness, acoident or ofher cause which renders him unable to perform his duties, by giving Mr Robb six months FAR,

In these circumstancas, the consequences of termination are as detalled above for termination on notice from Tuka, except that in respect of the executive
incentive plan, Mr Robb will receive a termination payment eqeat to the tofal incentive farget which Mr Robb would have been entitled to under the executive
incentive plan for the refevant year calculated on a pro-rata basis for the refevant notice pericd given by the company.
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MOTE 33, KEY MANAGEMENT PERSONNEL (continued)

Protection of {nterests

My Rebb is restrained from engaging in certain activities during his employment, and for a period {ellowing terminration of his employment, in order o protect
Huka's inferests. The Executive Employmant Agreement contains provisions refating to the protection of confidential information and inteliectual property.

NON-EXECUTEVE DIRECTORS

The remuneration of the non-executive Directors is determined by the Beard on recommendation from the Remuneration and Momination Committes within a
maximum aggregate amecunt approved by shareholders at an Annual General Mesting. The current maximum as approved by sharehoiders at the Annual General
Meating held on 12 May 2004 is 1.1 millicr. The total amount paid in 2006, including superannuation, was $841,945.

A raview of Huka's rorrexecutive Directar fees was conductad during the year by Egan Associates. The review took inte accoust the nature of Directors’ work,
their responsibilities and the survey data en comparative comparies. As a result of this review, the following fees were applied from 1 July 2006

»  Non-executive Director Fees
Board Chairman {inclusive of Committes fees) 3199283 par annum

Board Mambaer $BE,000 per annuem

»  Board Member Commitiee Fees

Audit and Risk Committee Chairmar 530,600 per annem
Remuneration and Nomination Committee Chairman 520,000 per annum
Audit and Risk Committee Member F15,600 per annem
Remuneration and Momination Committes Member $10,000 per annem

The current tatal non-executive Director remunaration is $822,283 per arnum, excluding superanmeation. The minimum reqeired employer superannuation
corribution is paid into each Director’s nonnnated eligibie fund and s in addition to the above feas.

Mon-executive Directors are able to purchase company shares under the Directors’, Execotives’ and Empiovees’ Share Acquisition Plan utilising the funds that
woukd ctherwise be pavable ta Directors in cash for Divectors’ fees. These shares are acquired on market and 2l fransaction costs are borne by Directors.
Petails of Directors’ shareholdings are listad on page 58 of the Concise Annual Report. Mo perfermance conditions attach to these shares as they are purchased
using the funds that would otherwise be payable by the company o Girectors in cash for their fees.

DETAILS OF REMUNERATION

Summary details of remuneration for Key Management Personnel are shown in the table below:

Tatle 3 - Aggregate Compensation for Key Management Personnef

Short-Term Benefits!  Post-Employment Benefits?  Share-Based Payments’  Termination Benefits’ Totat
$ % % 5 $

20066
Mon-Executive Directors 712,959 176,448 - - 883,407
Executive Directors 1,810,9%6 32,783 (222,175} 1,609,398 2,631,002
Executives 2,993 918 202,921 4,633 1,493,083 4,514,555
Total 5427873 406,352 (217.542) 2412 483 8,028,964
20065
Non-Executive Directors 757470 66,118 - - 873,588
Executiva Directors 1,026,545 11,585 227136 - 1,265,666
Executives 2,437,721 245 836 275,289 - 2,958,848
Total 4322136 323530 502,425 - 5,048,100
i Cosprises Cazh Sakery and Faes, PIR {azh, Boa-monetary benafis {other than shase- £ ; 15}, and 'Cthar’ resrimaratian,
2. Comprisas superannlsalion.
3. Comprisas Employes Share Plan, PIP Equity and Long-Term: Incentiva fwhick is settied via the isane of equiy}.
4. Comprigas saverance payments and refocation allewancas,

14
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Notes to the Financial Statements

for the yvear ended 31 December 2006

MOTE 33, KEY MAMAGEMERNT PERSOMNNEL {continued)

Details of the remuneration of sach Director of lluka Resources Limited and each of the Buecutives of the consolidated entity, including their personally related
entities, are sat out in the following tables. Amounts in the "PIP cash’ colume are dependent on the satisfaction of performance conditions as set cut in the
section headed “Performance Incentive Plan™ above. Amaunts in the “Share Plan’ ard "Long Term Incentive’ columns relate fo the 2005 component of the fair
value of awards made snder the PIP and E71 pan respectively. AH cther elements of remuneration are not directly related to pedormance.

REMUMERATICN OF DIRECTORS

Betails of remuneration of each Director of lluka Rescurces is shown inTable 4.

Tabte 4 - Birectors' remuneration

Post- Shara-
Employment Termination Based
Short-Term Benefits Benefits Benefits Payments
Shara-
Cash Zalary & Mon-Moneiary Based
Foas® PIF Cazh Bonefits Superannuation  Termination Paymants® Total
Mame 5 5 5 5 5 5 5
2006
Non-Executive Bireciors
WH J Barr? 33,850 - - 3,646 - - 36,896
& D Camphbali 96,585 - - 2,693 - - 105,278
W A Davies 76,200 - - 41,797 - - 112,997
R L Evary 94,000 - - 2,460 - - 102,460
I C R Mackenzia 193,114 - - 17,380 - - 210,494
b M Morley 45292 - - 74,880 - - 120,172
3 J Pizzey 94,000 - - 2,460 - - 102 4560
G J Rozos? 52,068 - - 4,686 - - 56,754
R & Tastuia! 33,850 - - 3,646 - - 36,896
Subtatal 712,959 - - 170,448 - - 283407
Exzcutive Directors
[ A Robb? 206,422 200,600 - 18,578 - 56,871 475 871
K 48 Folwel® 668,901 76,734 658,939 14,265 1,06%,398 (273,646) 2,155,131
Subtatal 875,323 276,734 658,939 32,783 1,06%,398 (222,175) 2,631,002
Total 1,588,282 276,734 658,939 203,231 1,06%,398 (222,175) 3,514,409

L WHJ Barr and ® A Fastila retired 11 day 2006,

2. G J Reros appainted 20 fupe 2006,

3. [ A Robb appointed 18 Cetober 2006, $200,000 past te Mr Robb in fiel of participation in the 2006 PIP and a geant of 71,851 share rights was mada 1o Mr Robb in Deiober 2056 (share-lasad
paymants vaile of $50,871 to Cecember 2858) malching 1he grant 1o Mr Rebbis pirchase of equivalent valie skares in August 2008 a8 pes contracd of emplayment.

4 KM Folwel ceased amploymant 33 Auagust 2806, Termanation benefis consisled of Severance $913,500 i accordance with lesms of the contract of ampleyment regasding Lesimination plus
papnant of slatistary leave antitlements $95,898. Hon-maonetary beaetit relatas to refocation allswancs and associaled FET pursuant o lesms of the eontract of emplaynest regasiing
erminatio.

S Cash salary includes salary that iz sacrificas 1or the purchase of shares during the year,

6. Represents the astimaled monesary vaile of share sights wnder grant for the year andad 31 Gecerber 2806, The ndicalive valuation was determined i accordance with the measurement
criteria of accodnling slandasd BASE 2 Sgre Rased Papmantwith the 1air valie of shases at grand dale being racagnised as remupesation on a straight-Ene bagiz between grant dale and
westing date. A aegative valle in sharg-hased pay 1S arises whers ANaUnts recaqnised a8 rermunesation @ prior years are reversed dug 1o empioges farfeiire of the share rights prior ta
VESEN G,
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Notes to the Financial Statements

for the yvear ended 31 Decamber 2004

MOTE 33, KEY MANAGEMENT PERSONNEL (continued)

Post- Share-
Employmant Termination Based
Short-Term Benefits Benefits Benefits Payrents
Share~
Cash Salary & Mon-Monetary Based
Foas’ PIP Cash Benefits  Superannuation  Termination Paymanis® Total
Name 3 3 3 3 3 3 3
2005
Non-Executive Directors
W HJ Barr 88,750 7988 - 96,738
G O Campbedl 03,870 7763 - 101,633
W A Davies 101,370 2438 - 109808
R L Every 93,870 7,763 - 101,633
I C R Mackenzie 178473 16,062 - 194535
B Merkay 98,750 2858 - 107,638
G J Pizzay' 13,637 1,237 - 14,864
B ATastula 88,750 7988 - 96,738
Suhtotal 757 A7 6,118 - 223,588
Executive Directars
K M Folwelt 856,415 108,750 £1,780° 11585 - 237138 1,265,666
Total 1,613,885 108,750 61,780 77703 - 237138 2, 0R%, 254
T G Pizrey was appointi a5 a Director on 7 Novesmbar 2005,
2. Inchudes car parking, dealf, disabikty and salary continuance nsurance, spouse fravel and peragnal phans.
3. [Cashsalary inciodes saiary Hiat is sacrificed for ihe porekase of sharas dlring 1he yeas
4. Regrezents the esi | manetary valda of shase rights andar grant for tha year ended 31 Dacember 2005, The indicathe valustion wes delesmined in accordance with the measusemant

crileria of accolnting standard ARSE 2 Share Sased Papmentwith the faiy value of shares at grant date being recogeesai 28 remunaration an & straighl-ling basis hatwaen grant date and
veshing dale. A negative walug in share-asad sayments arises whare amounts recognisad as remunaratian in prior years are reversed due to emplayes forfeilare of the share righls arior

2 vesling.
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Notes to the Financial Statements

for the yvear ended 31 December 2006

MOTE 33, KEY MAMAGEMERNT PERSONNEL {continued)

EXECUTIVES

Remuneration details for each of the Executives are shown inTable 5.

Tabte § - Executives’ remuneration

Past- Share-
tmployment  Termination Based
Short-Term Benefits Benefits Benefits Payments
Shara-
Cash Zalary & Mon-Moneiary Based
Foes® £IP Cash® Zenefits  Superannuation  Termination  Payments™ Totat
Mame 5 5 5 5 5 5 5
2006
P J Banjamin! 174,884 54,594 3,117 11,597 - 26,240 270,432
W R Bisset Y7943 945,618 7,810 14,2065 LG58 467 57,152 1,316,625
Wl J Boterke? 53,294 - 4,045 6,712 287 819 (97.844) 254,017
B H M Calhoun 385,864 60,446 - 14,2065 - 48,925 09,444
D C Grant' 378,308 946,945 5,094 51,327 - (4,842) 520,832
Y £ Hugo® 256,951 47 BB9 4,395 37,504 - 64,938 413 677
H £ Umlauff* 273,389 5184 - 23,774 - - 349,003
S Ward 49439 - 62 6,920 556,806 {134,749} 478,969
CWiison 272 089 50,913 5,094 36,681 - 44 783 409,560
Total 2,432 152 453 649 30,137 202,921 1,403,083 4,633 4,534,555
1. P Banjamin appointed as an Executive 24 May 2008,
Z. W R Bissel ceased emplayment 33 December 2008, PIP cash iz a payment of 5935018 i respect of Hie 2086 PIP Severance $515,000 (312 manths total fived semunsrasian in ascoslanse wilh
contract of empleyment) plus annual leave entiglement 543,468,
3. M J Bodrke ceased employraent 3 Mareh 2006, Tersination berefils consistad of Sevarance 283 333 in aceordancs with taoms of the congract of eppdoyrment regarding terminagion plis
payment of slatitery laave entitlements $4,477.
4. B CGrant ceased emplayiment 36 Fabrisary 2007,
S W E Huge appaintad as an Execilive 21 Feliraary 2006
6. HE Usniandf appoinged a2 an Executive & May 2006,
¥ SWard ceased emplioyment 10 Fabiraary 2006 Tesmination besefils consistad of Saveranca $485,083 in accordance with terms of the contyact of ermpioyment segarding termination plus
paynant of slatistary laave entitdlements 71,806,
8. Salary sacrificed for purchase of shases was previolsly discinesd as Shara-Basad Payinesrs. This has baen incladad within cash salary a2 purchass of shares iram sadary is recognised a8 2
alary sacrifice and nol a share kasad payment.
% Represents incentives payalle in refation to the cash component of the Pesformance Incentive Flan {or the year ended 31 December 2006, paid in March 2007,
10, Represents fhe astimaled monesary vallse of share sights sncer grant duriag the year andad 31 December 2008 The indicalive valuation was determined in accordance with 1he measurement

criteria of accodnling slandasd BASE 2 Sgre Rased Papmantwith the 1air valie of shases at grand dale being racagnised as remupesation on a straight-Ene bagiz between grant dale and
westing date. A aegative valle in sharg-hased pay 1S arises whers ANaUnts recaqnised a8 rermunesation @ prior years are reversed dug 1o empioges farfeiire of the share rights prior ta
VESEN G,
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Notes to the Financial Statements

for the yvear ended 31 Decamber 2004

MOTE 33, KEY MANAGEMENT PERSONNEL (continued)

Post- Share-
Empicyment Termination Based
Shert-Tarm Benefils Benefits Benefits Payments
Share~
Cash Salary & Mon-Monetary Based
Fpog! PIP Cagh® Benefits  Superannuation  Termination Paymants® Total
Name 3 3 3 3 3 3
2005
W R Bisset 471,415 60,140 12,345 11,585 - 76,175 631,660
M J Bourke 295,170 59,840 16,172 37,809 - 57,368 466,359
B H M Cathozn! 311,931 57,000 - 10,619 - 17,728 397,278
b € Grant 330,063 63,000 11,151 42,937 - 30,614 477,765
5 Ward 433,444 - 11,151 112,849 - 80,593 638,037
CWilzen 237522 55,826 11,151 30,037 - 12,811 347,747
Total 2,079,545 295,806 61,970 2458345 - 275,289 2,558,848

3. DHMCalhoun agpeinted 21 Felruary 2005,

2. Sadary sacrificed lor perchase of shares was previoosly disclosed as Share-Based Paynants. This has eer incilséed within cash sairy a5 puschase of shares from salary s recognised as a
salasy sacrifice and nof A shar hased payment.

3. Represents incentives payadle in relation to the cash comp of the Performance Iacentiva Plan for the year ended 33 Decersbar 2008, paid in March 2004,

4. Regrezents the esi | manetary valia of shase rights andar grant dusing tha year ended 31 Dacamber 2005, The indicative valuation was datesmined in accordance with the measueemeant
crileria of accolnting standard ARSE 2 Share Based Papmentwith the faiy value of shares at grant date being recogeesadl a8 remuneration an & straighl-ling basis hatwaan grant date and
vesting date. A nggative valug in share-asad sayments arises where amounts recogisad as remunaratian in prior years are reversed due te emplayee forfeilare of the share righls arior 1o
veshiag.

Tatde & - PIF Share Righits awarded to Birectors and Executives for 2006 Performance

Westing Date

Mame Q10007 01/01/08 01/061/69
Executives of Tluka Resources Limited Mumber of share rights Number of share rights  Number of share rights
P J Benjamin’ 2,550 2,550 2,550
W R Bizset’ - - -
i J Bourke® - - -
b H M Cathoun 2,512 2,512 2,512
b £ Grant* 4,247 - -
¥ E Huge' 2,239 2,239 2,239
H E Umitauff® 2,823 2,823 2,423
S Ward” - - -
C¥ilsen 2,163 2,163 2,193

i P Bepamin appointad as an Exacutive on 24 May 2006

2. W R Bisset ceased amploymant 31 Decemler 2006,

3. M J Bowrke ceazed smbloyment 3 March 2004,

4. D Grant ceased amploymant 16 Felruary 2007

5. W E Bugo appoisted 25 an Execlstive 23 Fabrisary 2006,

& HE Umlauff appointad as an Exacutive 2 May 2006,

7. SWard ceased emplaymant 10 February 2066
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Notes to the Financial Statements

for the yvear ended 31 December 2006

MOTE 33, KEY MAMAGEMERNT PERSONNEL {continued)

Tabte 7 - Share Rights awarded to Managing Director under Employment Agreemant

Mame

Vasting Date

30/06/08

Directors of Hukz Resources Eimited

Mumber of share rights

D A Robh'

71,851

1. [ ARobdh appointed 1E Getaber 2006,

Tabie § - Share Rights, Dptions and Shareholdings of Key Management Persgnnel

Member of Shares

Humber of Optians ard Rights Holdirgs

Additions from

Baiance at vesting of {Other Hetd at Held at Grantad Wasted Lapsed Hald at
Manre 01/61/06 share rights  Changes 31712/06  B1/81/66  during 2006 during 2006  during 2006 31/12/D6
Ron-Executive Birectors
WHJ Barr 20,0600 {20,000 -
& D Campbel} 65,419 6,573 72,992 -
W A Davies 31869 3,403 15,272 -
R L Every 13,602 6,938 17,540 -
[ C R Mackenzia 42,258 - 42,256 -
[ A Morley 25,000 - 75,000 -
& | Pizzay 18,602 - 10,060 -
G J Rezos - -
R 4Tastuia 12,142 {12,142 -
Executive Directors
[ A Robb 70,000 70,000 71,851 - 71,851
K 48 Folwel 30,597 {30,397) 170,311 18,654 188,945
Executives
P .} Beniamin 3,338 3,840 HIE 7,287 16,882 3,445 3,749 1,142 15436
W R Bisset 460 26,532 {26,932 75,008 18,318 26532 17,416 41,376
I J Botrke 5,420 {5,420 52,794 52,794
[ H M Calhoun 160 HIE 2060 9,648 9777 - 19,425
b C Grant 5,400 - 5,400 25,299 143,806 - 36,105
¥ E Hugo e 6,910 HIE 7,510 31,926 15,484 4510 2,104 33,396
H £ Umlauff - - -
S Ward 7,533 {7,933 72,710 72710
£ Wilson HIE 160 6,972 4578 - 16,548

Loans to Key Management Persannel

Mo loars existed at the commencement of the year and no {eans were made dering the year ended 31 Decernber 2006,

Other transactions with Key Management Personnel

There were no fransactions which occurred between the consolidated entity and Key Management Personnef that were cutside of the nature described below:

{a} Ccowrrence was within a normal employes, customer or supplier relationship on terms and conditions no mere favourable than these i is reasonable fo
erpect the consolidated entity would have adopted # dealing at arms length with an unrelated individual;

(b} Information about these fransactions does not have the potential to adversely affect decisions about the aliccation of scarce resources made by users of

the financia! repart, or the discharge of accountability by the ey Managemant Persannel; and

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

Therefore, specific details of other fransactions with Key Management Personnel are not disclosed.
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Notes to the Financial Statements

for the yvear ended 31 Decamber 2004

Consolidated Parant entity

2006 2005 2006 2005

] 3 $

MOTE 24, REMUNERATION OF AUDITORS

Buring the year the following fees were paid or payabla for services provided
by the auditer of the parent entity, its related practices and non-related audit firms:

{a}

ASSURANCE SERVICES

Audit and audit related services

Fees paid to PricewaterhouseCoopers:
Pw{ Australia® 666,020 832,000 518,900 665,000
Dther Pwl firms 63,004 53,782 - -

Total remuneration for assurance servicas 739020 802,782 518,900 bk, B0

TAXATION SERVICES

Fees paid to PricewaterhouseCoopers:

Pw( Australia 71,229 43,000 71,220 48,000
Dther Pwl firms 9333 28,206 - -
Total remuneration for taxation services 80,553 76,206 71,220 48,000

* Inchuded in il fees paid 1o Pl Bastradz are amoadnts of SNl [2005: $146,500% far the consolidated entity and SNiE {2005 F119 5005 1or the pasent antity for the transition
o Australan equivaients ol Inlesnational Finercizl Reparting Standards,

MOTE 35 RETIREMENT BEMEFIT OBLIGATIONS

{a}

SUPERAMMLUATION PLANS

Australia

Al emplovees of the consolidated entity who do not efect an alternate furd under the Superannuation Furd Choice Leqistation are entitfed to benefits
from the Huka Section of the IMG Master Trust {"Master Trust™} on retiremeant, disability or death. The consolidated entity onby provides superanmuation
through the Master Trust. The vast majorily of members are entitied to accumulation benefits anty in the Master Trust. The Master Trust also provides
defined iumgp sum and pension benefits based on vears of service and final average salary for a small number of members. The defined contribution
section receives fined contributions from consolidated entity companies and the consolidated entity’s legal or constructive chligation is imited to these
contributions.

USA

Al emplovess of the US operations are entitled to berefits from the US operations’ pension plans on retirement, disability or death. The US operations
have two defined benefit plans and one defined contribution plan. One of the defined benefits plans provides a monthly benefit based on a set amount
per month per year of service. The ofher defined benefit plan provides 2 monthly benefit based on average salary and years of service. The defined
contribution pian receives an employes’s elacted contribution and an employer’s match-up o a fived percentage and the entity’s legal or constructive
ohligation is limited to these contributions.

The foilowing sets out details in respect of the defined benefit sections onty of the Australian and US plans.
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Notes to the Financial Statements

for the yvear ended 31 December 2006

Consohdated Parant Entity
2006 2005 2606 2005
M it b3 B
WOTE 35, RETIREMENT SENEFIT OBLIGATIONS (continued)
b} BALANCE SHEET AMOUNTS
The amourts recognised in the balance sheet are determined as follows:
Bafined benefit plan obligation 2135 212 -
Gefined benefit fund plan 2ssets (17.4} {154 -
Geficiency of net market vatue of assets over the
present value of employees’ accrued benefit payments 43 5.8 -
Actuarial gains - {0.8) -
Past seryice costs (2.7} 4.3 -
Mat liability {asset} in the balance shest® 14 [k -

* & spgrplos of $1.2 midlian [(2005: 3006 rillion) ik respecd of the Master Trust pan is included i@ the 2006 net deficiency of $1.4 migion [2005: $0.8 rillian). That is, the amaant recogaisead
a5 a fability @ the balance shaet logals 2.6 million whilss the susplis amotsst of $1.2 mikien has been recogrised a2 an asset i the balance sheet frefer Hota 34). The sarplus fas baen
included in this nata for reconiliation perposes only

Tha conschidated entity may use any surplus in the defined benefits section of the Australian plans for the purposes of paymant of superannuation
expenses, a contribution holiday or a reduction in emplover contributions. During 2005, a5 part of the orocess of transferring 1o the Master Trust
approximately $0.3 millien of the surpius was aflocated to the cest of the transfer. Me surpbus furds were used during 2006,

Conschidated Parent entity
2006 2005 2606 2005
M ht b3 B
{e}  CATEGORIES OF PLAN ASSETS

The major categories of plan assets are as follows:

Cash 6.6 03 -

Equity instruments 11.8 1.8 -

Debt instruments 28 29 -

Property Y [ER -

Gther assets i3 1.2 -
17.4 15.4 -

The assets are invested with professicnal investment managers. The number of shares {if any) of Iluka Resources Limited held by the managers is
dacided sofely by the investmant managers.
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Notes to the Financial Statements

for the yvear ended 31 Decamber 2004

Consolidated Parant entity
2006 2005 2006 2005
b3 S M $ha
NOTE 35 RETIREMENT BENEFIT OBLIGATIONS {continued}
(d}  RECONCILIATIONS
Reconciliation of the present value of the defined henefit
obligation, which is partly funded:
Balance at 1 January 21.2 g4 - -
Current service £ost 14 10 - -
Interest cost 1.2 1.1 - -
Contributions by plan participanis 2.1 0.2 - -
Actuarial gains and losses {9.1) 0.9 - -
Foreign currency exchange rate changes {1.1) 0.8 - -
Benefits paid {9.4) (1% - -
Curtaiiments {9.4) - - -
Baiance at 31 December 215 1.2 - -
Reconciliation of the fair value of pian assets:
Balance at 1 Janeary 154 ial - -
Expected raturn o plan assets 1.1 1.0 - -
Actuarial gains and losses 14 a2 - -
Foreign currency exchange rate changes {0.6) a3 - -
Contributions by group companies 2.8 0.8 - -
Contributions by plan participanis 2.1 0.2 - -
Benefits paid {9.4) (1% - -
Baiance at 31 December 174 54 - -
fay  AMOUNTS RECOGNISED IM IMCOME STATEMENT
Current service £ost 14 10 - -
Interest cost 1.2 11 - -
Expected raturn on plan assets {1.1) (1L - -
Met actuarial losses (gains} recognised in year 21 - - -
Past service cost 11 a2 - -
Increase in allowance for contributions fax on net liability - 0.8 - -
Losses (gains} on cerfailments and settlements {0.2) - - -
Total inciuded in employee benefits axpense 2.1 2.1 - -
Acteal return or plan asseis 2.1 1.1 - -
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Notes to the Financial Statements

for the yvear ended 31 December 2006

MOTE 35, RETIREMENT BENEFIT OBLIGATIONS {continued)

()

PRIMCIPAL ACTUARIAL ASSUMPTIONS

The principat actuarial assumptions used (expressed as weighted averages) were as follows:

Conschidated Parent entity
2006 2005 2006 2005

Australia®

Discount rate &.6% 6,00 -

Evpected return on plan assets 6.539% £.505 -

Future salary ncreases 5.0% 504G -

Expacted rate of inflation 2.0% 2.00% -

USA™S

Discoant rate 5.8% 5545 -

Expected return on plan assets 7.5% 7.5 -

Future salary ncreases 3.5% 3005 -

Expacted rate of inflation 3.6% 3.00% -

* The expected rale of relusn on aszets kas been bazed on histarical and future expactations of setarns for each of the major categories of azser classes as weli ag ha axpected and
acilsal allocation of plan assets to thase majar catagornias. This resoitad in the selection of & 7 285 (20059 358 rate of returs gross of lax {and net of sxpensas) and a 655 (2009: 6.55)
rade of reflsrn nat of tay (and expenses).

** The expected rale of relusn an assets has been based an historical and future expactalions of setirns 1o 2ach of the major categories of asser clazses as wali as 1ha expectad
ant actlaal allocation of plan assets to thase major catagorias, This sesuited in e selection of & 7 5% (2005 7 590 rate of returs net of tax (and expensas).

EMPLOYER CONTRIBUTIONS

Australia
Emptoyer contributions to the defined benefits section of the plan are based on recommmendations by the section’s actuary.

Tha objective of funding is to ensure that the benefit entitlements of members and other beneficiarias are fully furded By the time they become pavable.
To achieve this objective, the actuary has adopted a method of furding benefits known as the aggregate funding method. This funding method seeks to
fave benefits funded by means of a total contribution which is expected to be a constant percentage of members' salaries over their working Ifetimes.

|tzing the funding method described above and particular actuarial assemptions as to the defined benefits plan’s fulure experience {as detailed below),
the actuary recommandad in the actuarial review, the paymant of emplover contributions to the defined benefit plar ranging between 9.040 and 12 446 of
salaries dependent on the defined benefit category of mambership.

Total employer contribetions expected te be paid by consolidated entity companies for the year ending 31 December 2007 are $0.3 milion.

The economic assumptions used by the actuary o make the furding recommendations were a torg term investreent earning rate of 6.5% pa fnet of fees
and taxes), @ salary increase rate of 5.0%0 pa, an inflation rate of 2.0% pa and a discount rate of 4.0% pa for the pension {iabilities.

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

Tha objective of funding is to ensure that the benefit entitlements of members and other beneficiaries are fully funded by the time they become payable.
To achisve this objective, the actuary has adopted a method of funding benefits known as the Projected Uast Credit (PUC) method effectiveas at 1
Jamuary 2003, Under the PUC method, unfunded past service is amortised over 10 vears and future benafit accruals are funded during participants’
working ifetime with cost varying based on the age of participants. Actuarial gains/fosses are amortised over 5 years.

|tzing the funding method described above and particukar actuariat assumptions as o the defined benefits section’s future experiance {as detailed hefow),
the actuary recommendad in the actuarial review, the payment of 0.9 millicr (2005 $0.2 million} for the salaried defined benefit ptan and $0.2 milion
{2005 N3y for the hourly defined hensefit pian.

Total employer contribetions expected te be paid by consclidated entity companies for the year ending 31 December 2007 are $1.2 milicn.

Tha ecoromic assumgptions used by the actuary to make the funding recommendations were a fong term investment sarning rate of 755 pa (net of fees
and taxes), @ salary increase rate of 3,590 pa together with an age related prometional seade, an inflation rate of 3.0% pa and a discount rate of 5.8% pa
for the pension liabilites.
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for the yvear ended 31 Decamber 2004

MOTE 35 RETIREMENT BENEFIT OBLIGATIONS (continued}

th

MET FIMANCIAL POSIFION OF PLAN

In accordance with AAS 35 Ainanoial Reporting by Superannuafion Plans the plan's net financial position is determined as the difference between the
prasent valua of the accruad benefits and the net market value of plan aszets,

Australia

This has been determined as at the date of the most recent financial report of the superannuation fund {30 Jure 206063, and a surplus of 51.2 miflion
{2005: $0.4 miHion) was reported. There has beer ro significant change in the plan’s net financiat position from 30 Jure 2006 to balance date.

Usa

The net finarcial position of the USA plans has been determined as at the date of the meost recent financial report of the superansuation fund {31
Decamber 2006}, and in accordance with 185 19 Employes Entitiements. The deficiency of $2.5 million as reported in the plans® financial report diffars
from the net Hability of $2.6 million recognised in the balance sheet as at 31 Decemnber 2006 due to different measurement rules in the relevant
accounting standards AAS 25 and TAS 19,

Consolidated
2006 2005 2004
bt S S
£y HISTORIC SUBHVIARY
Befined benefit plan ohiligation 215 212 184
Plan assets {17.4) 154 {14.1)
Deficit 4.1) 5.8 4.3
Experience adjustments arising on plan liabilities - 0.3) -
Experience adjustments arising on plan assets - 2.3 2.4
Consolidated Parant entity
2006 2005 2006 2005
b3 S M $ha

MOTE 36, CONTIMNGENT LIARILITIES AND ASSETS

Contingent lizbHities

Betails and estimates of maximum amounts of contingent kakilities are as follows:

Performance and financial quarartess {2} 152 703 313 e

fa}  The consclidated entity has negotiatad a number of bank guarantees in favour of varicus government asthorities and service providers to meet its
obligations under exgicration and mining tenemants.

fby There iz some risk that native tithe, as established by the High Cowrt of Austrabia’s decision in the Mabo case, ewists over some of the land over which the
consolidated entity holds tenements or over land required for access purposes. Tt is impossible at this stage to guantify the impact {if any} which these
developrnents may have on the operations of the consclidated entity.

{y  Inthe course of ifts normal business, the consofidated entity cccasionally receives claims arising from its operating activities. In the opinion of the
Girectors, all such matters are covered by insurance, o, if not covered, are without merit or are of such a kind o involve such amounts that would not
pave a material adverse effect on the operating results or financial pasition of the consolidated endity if settted unfavourabhy

idy  In December 2005, the consolidated entity anncunced that it received notices of dispute fram Roche Miring Pty Uid, a subsidiary of Downer EDE Limited,

54

undar the contract for the design and construction of the Tluka Dowglas Mineral Sands Project in Victoria, in the amount of 5105.4 miflion. Since that
time, Roche has subimitted numerous further notices of dispute arising from additional everlapging and unsubstantiated claims resulting in 2 total amount
of claim estimated currently at $355.6 milion. Based on delal assessment and external specialist legal advice, the claims continue to be rejected and,
accordingly, no contingent Hability has been recognized.
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Notes to the Financial Statements

for the yvear ended 31 December 2006

MOTE 36. CONTINGENT LIABILITIES AND ASSETS (continued)

Cosntingent assets

In the 1980°s the consclidated entity held certain coal leases and associated royalties in Mew South Wales ("NSW™) that were compulsorily acquired by the NSW
Government pursuant to the Coal Acguisition Act 1981 {the “1981 Act™). Under the 1981 Act the MSW Government is required to provide compensation to the
priny owners for the loss of historical and future royalty earnings. Early in 2005, the NSW Gevernment passed the Coal Compensation Amendment Act which
modifies the royaity calculation ysed in determining compensation from ad vaioram fi.e. %0 of coal sakes price} 1o a fixed amount per tonne for all claims net yet
finalised.

The amount of compensation is to be determined and agreed by the Coat Compensation Board and is dependent upon mine plans submitted from current or
propased cgerators. The amount thereby determined is then subject to the consolidated entity’s right of appeal.

The consciidated entity is unable to estimate with any accuracy the quantum and/or timing of any fufure compensation payments until the determination process
is complete. Inthe vear ended 31 Decamber 2006, $12.5 million (2005: $6.3 million) of coal compensation income was recognised in the Income Statemant.
Coal compensation income in fufure years is not expected to be significant.

Conschidated Parent entity
2006 20305 2006 2005
M bt b3 i
MOTE 37. COMMITMENTS
@} CAPITAL COMMITAMERTS
Capital expenditure for the acquisition of glant and equipment and
mine development contracted for and pavable not |ater than one year* 9.6 453 41 35
* Tnclkidad in capilad commatments for the cansolidatas] anlity are commitmants in
regation to 1he Marray Basin of $0.7 migien [2055; $28.1 maflion).
(B} EXPLORATEON COMBMITMENTS
Exploration expendifure commiiments payable*:
Within one year 145 135 74 51
Later than one year but not [ater than five years 345 3L3 126 B9
Later than five years 518 423 10.8 18.0
1006.8 871 304 240
* These costs ara discrelionany, T the ditiire comm: ts ase nat matl thea
the azsocialed explaration and miniag feases may b2 relinquished,
(43 LEASE COMMITRAENTS
Commitments i relation to operating leases contracted for at
the reporting date but not recogrised as Habilities, payable:
Within one year 8.0 122 2.4 31
Later than one year but not [ater than five years 22.0 12.4 4.8 5.0
Later than five years 193 Lo 0.7 0.8

49.1 25.6 8.1 8.9
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Notes to the Financial Statements

for the yvear ended 31 Decamber 2004

{d}

Consolidated Parant entity
2006 2005 2006 2005
b3 S M $ha
MOTE 37, COMMITMENTS {continued}
OTHER COMMITMENTS
Commitmants for payments in relation fo nen-cancellable
contracis are pavable as follows:
Within one year 388 448 344 344
Later thar one year but not later than five years 11549 1382 113.6 1274
Later thar five years 81.7 1060.4 20.0 1000
2355 2628 2274 2618

Included in other commitments are amoents of $232.2 million {2005: $262.8 million} in respect of the consolidated entity and $227 .4 million {2005: $261.8
mikion} in respect of the parent entity which relate to long term contracts for coal, gas, electricity and water used in the production process,

MOTE 38, RELATED PARTY TRANSACTIONS

{a}

56

DIRECTORS AND SPECIFEED EXECUTEVES

Bisclosures relating to Directors and Key Management Personne are set cut in Mote 33.

COMTROLEED ENTITIES AND COMTROLLIMG EMTITIES

Details of material controfled enfities are set cut in Note 39. The uilimate Australian controlling entity and the sltimate parent entity in the whelly-owned
groug is Thuka Resources Bimited.

WHUOLLY-WINED GROUPS

The wholly-owned group consists of Huka Resources Limited and its wholly-owned controlled entities. Ownership interests in these material wholky-
owned entities are set cut in Note 39.

Transactions between Huka Resaurces Limited and other antities in the whelly-owned group during the years ended 31 Becamber 2006 and 31 December
2005 consisted of:

{i} loans advanced by Hiuka Resources Limited;

{iiy  foans repaid to Huka Resources Limited;

{iif}  the payment of interest on the above foans; and

(i) management services provided by Huka Resources Limited.

Management fees applicable to the provision of services to Consclidated Rutite Limited cover treasury, tasation, exploration, internat audit, marketing
and other corporate and operational services. The fee charged for these services is based on commercial rates,
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Notes to the Financial Statements

for the yvear ended 31 December 2006

Conschidated Parant entity
2006 2005 2006 25
$'000 $'060 $'000 £008
MOTE 38. RELATED BPARTY TRAMSACTIONS (continued)
Agoreqate amounts included in the determimation of profit {loss) befora income
tau that resulted from transactions with entities in the wholly-owred group:
Interest revenue - - 77,965 63,712
Agoregate amounts receivable from/payable fo entittes in the wholly-
owred group at balance date:
Men-current receivables {loans) - - 315,000 316,500
Other current liabilities - unearned revenus - - - 77.965
OTHER RELATED PARTIES
Aggreqate amounts included in the determination of profit floss) befora
income tax that resulted from transactions with other related parties:
Management fee revenue ~ controlled entity - - 5449 240

Loans are made between certain entities in the whalby-ewned grougp via Iluka Resources bimited. Yhere interest is jevied it is payable/receivable on the
horrowings/lendings at commercial rates. Thers were no borrowings by the parent entity in 2006 {2005: average borrowing rate - 6,405, The average
tending rate for the year was 5.940 (2005 5.995). There are no fived terms for the repayment of principal on inans.

Huka Rescurces Limited has faken out insurance policies o behalf of certain controlled entities. The company has a policy of insuring against risks which
might materially affect the consolidated entity’s cash flow, Hisks covered include property damage, busipess interrugtion, public and prodect liabdity,
fidelity, and Directors and officers’ liability.

OVWMERSHIP INTERESTS IN RELATED PARTIES

Interasts held in the following classes of related parties are set out in the following notes:
{iy  controlled entifies - Maote 3% and

{if}  joint ventures - information relating to joint venture interests - Mote 41,

Conschidated Parant entity
2066 2005 2006 2005
$'000 $'060 $'000 £'000
{d}  TRAMSACTIOMS WITH RELATED PARTIES
Current tax payable assumed from wholty-owned tax consclidated entities - - 28,987 159,600
Tan losses assumed from wholly-owned tax consolidated entities - - 16,191 23,300
e} OUTSTAMDIMG BALANCES ARISENG FROR
SALE/PURCHASE OF GOUDS AND SERVICES
Current receivable {tax funding arrangemeant)
Wiholly-ownad tax consalidated entities - - 28,987 159,600
Current payables {tax funding agreemant)
Wholly-owned tax consalidated entitias - - 16,191 23,300
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Notes to the Financial Statements

for the yvear ended 31 Decamber 2004

MOTE 39, INVESTMERNTS [N SIGNIFICANT CONTROLLED ENTITIES

Equity holding
MAME GF ENTITY Country of 2006 25
incorporation A a5
Heka Corporation Limited Australia 14609 1000
Basin Minerals Limited Australia 1609 100.06
Huka Midwest Limited Australia 1609 100.06
The Mardelt Colliery Pty Lid Australia 1609 1006
Consofidated Rutile Limited Australia 51.90 5L.0
Huka Administration Limited Australia 1609 100.06
Huka Resources Inc. HE5A 1609 100.06
Huka Exploration Pty Limited Australia 14609 1000
Ashton Coal Interests Pty Limited Australia 933 033

MOTE 40, DEED OF CROSS GUARAMTEE

In 1998, Thuka Resources Limited, Wastlime (W) Limited, Bmenite Pty Limited, Scuthwest Properties Py Limited, Wastern Mineral Sands Pty Ltd and Yoganup
Pty Limited were parties to 2 Deed of Cross Guarantee under which each company guaranizes the debis of the others. By entering into the Deed, the whotky-
mwned entities have been reliaved from the requiremants to grepare a Financial Report and Directors’ Report under Class Order 98/1418 (a5 amended by Class
Order 8/2017) issued by the Australian Securities and Investments Commission {"ASIC")L

On 26 Nevember 199%, ASIC approved a Deed of Cross Guarantee o add the following wholly-owned entities: Huka Corporation Limited; Associated Minerals
Consolidated Limited; Huka Administration Limited; Iluka (NSW) Linsted; Iluka Consolidated Pty Lisnited; Thuka Exploraticn Pty Limited; Gold Fields Asia Ligited;
Huka International Umited; MaS Holdings Limited; Caroda Pty Limited; Tluka Midwest Limvited; Western Titanium Limited; The Mount Lyall Mining and Railway
Company Limited; Colinas Pty Limited; Renison Limited; Huka Finance Limited; The Nardeli Colliery Pty Limited; Glendelt Coat Limited and Lion Properties Pty
Eimited.

O 30 January 2003, ASIC apgroved a further Beed of Assumption to add Basin Minerals Limited, Basin Minerals Holdings Pty Lid, Basin Properties Pty Lid and
Swansands Pty itd to the Deed of Cross Guarantee. Relief from the requirement to prepare a Financial Regort and Directors’ Report under the Class Grdar is
effactive for the financial year ending December 2002 and subsequent financial years.

Buring 2004, ASIC approved a Deed of Assumption for the removal of Huka M5W) Limited, Carcda Pty Limited and Colinas Pty Limited from the Deed of Cross
Guarantee, Diring 2005, these companies were deregistered.

Buring 2005, ASIC approved a further Deed of Assumption to add Buka {Eucta Basin} Pty Ltd to the Geed of Cross Guarantze.

All the above companies represent a Closed Group for the purpoeses of the Class Order, and as there are no other parties fo the Deed of Cross Guarantee that
are controlied by Huka Resources Limited, they also reprasent the Extendad Closed Group.

et out helow are condensed consolidated income statements for the years ended 31 Decamber 2006 and 31 Decamber 2005 of the Extended Closed Group.

2006 2005
M 3
CONDEMSED IMCOME STATEMENT
Revenee fram ordinary activities 794.0 FIRg
Interest and finance cosis (39.2) {32.8)
Exchange losses on foreign currency borrowings (1.6) 4.0
Other expenszas from ordinary activities (644.1) {54773
Empairment charges [64.6) {184.1}
Encome fax benefit 6.3 30.9
Praofit (loss) for the year 51.2 {8.6)
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Notes to the Financial Statements

for the yvear ended 31 December 2006

2006 2005
bt i
MOTE 40. DEED GF CROSS GUARANTEE {comtinued)
SURAMARY OF MOVEMENTS IN COMSCLIDATED RETAIMED PROFITS
Retained profits at the beginning of the financial year 794 13940
Adiustment on adoption of AASE 137 and AASE 139, net of tax - a2
Transfer from asset realization reserve 6.1
Profit foss} for the year 51.2 (8.6}
Dividends provided for or paid {51.2) £561.2}
Retained profits zt the end of the financizl year 855 9.4
CONDEMSED BALANCE SHEET
Set ut below are conschidated balance sheets as at 31 Decamber 2006
and 31 Decembar 2005 of the Extended Closed Group.
Current assets
Cash and cash equivaients 549 6.6
Receivablas 1673 136.2
Inventories 209.5 153.7
Berivative financial instruments 16.3 232
Cther - 148
Total current assets 398.1 3345
Non-current assets
Receivablas 1194 1287
Inventories 55 5.3
Other financial assets 1499 1493
Property, plant and equipment 10785 10667
Berivative financiad instruments - 225
Intangibie assets 16.8 185
Total non-cerrant assets 135611 1,3%1.0
Total assets 17592 17255
Current liah#ities
Payahbies 114.7 1155
Enterest-bearing liabilities 188.5 1459
Current tax liabilities B4 45
Provisions 301 313
Total current liahikities 3379 2672
Non-current lizbHities
Interest-iearing liabilities 4199 4205
Beferred tax liabiitias 43.1 9.9
Provisions 2202 189.2
Cther 4.1 14
Total non-current labilifies 6833 630.6
Total liahifties 10212 9778
Net zssets 7384 7477
Equity
Contributed equity £11.9 611.0
Reserves 41.5 573
Retained profits 85.5 79.4
Total equity 7384 7477
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Notes to the Financial Statements

for the yvear ended 31 Decamber 2004

MOTE 41, INTERESTS IN JOINT VENTURES
{2y MARAMA JOIMT VEMTURE

The consolidated antity folds a 504 interast in the Narama Joint Yerture coal operation in the Hunter Yalley, New South Wales, Australia and is entitled
to bOYE of its output. The jcint venture was formed to develop the Narama coal depesit. The consolidated entity's interest in joint verture assets and

liabilities are summarised below and are ipcluded in the consolidated balance sheet.
Consolidated

2006 2005

M it
Receivables 3.6 4.1
Inventories 0.2 a1
Plant and equipment 684 681
Less: accumnulated depraciation (40.2) {37.2

223 3lg
Total assets 33 381
Payahies 0.2 11
Men-current provisions &4 8.1
Total Habijities 6.6 7.2
Met interest in joint venture 265 i

(b5 OTHERS

The consclidated entity also has a number of inferests in joint ventures to explore for titanium minerals zircen resoerces. The consolidated entity’s share
of expenditure in respect of these exploration activities is capitalised in accordance with the accounting policy stated in Mate 1y}, and ro revenue is
generated. The consclidated entity’s share of the assets and liabilities in respect of these joint ventures is not material.

Consolidated Parant entity
2006 2005 2006 2005
b3 S M $ha
MOTE 42, RECONCILIATION OF PROFIT (LOS3S) AFTER IMCOME TAX
TONET CASH INFLOW FROM OPERATING ACTIVITIES

Prodit {loss) after income tax 315 {F1.5 1.6 44,7
Begreciation and amorfisation 127.3 174 349 41.2
Pravicisly capitalized exploration expenditure written-off 1.3 18 - -
Currant year exploration expenditure capitalised {7.0) {147} - -
Interest capitalised {13.5) {13.1} (13.5) (12.6)
Mat (gain) loss on disposal of groperty, plant and equipment {30.1) {38.5) 0.4 {13.4
Met enchange differences 24 0.7 (8.2) 12.7
CRL Enterprise mine transition costs - 2.1 - -
Rehabilitation, restoration and accretion expense 134 a7 2.8 4.0
Man-cash emploves benefits {9.5) 0.7 0x IS
Asset impairments and write-offs Q2.2 735 &0.0 -
Amortisation of deferred borrowing costs 2.4 a5 0.4 4.4
Other non-cash operating activities between group entittes - - (4.0 (504
Change in operating assets and liabilities

Decrease {increase) in receivables {52.3) {11.4} 18.6 {3.3)

Decreases {increase) in inventories {51.8) {46.0} (15.3) {13.5)

Decrease {increase) in deferred tay assats 69 {140} - -

Decrease {increase) in other operating assels 293 2.4 322 {18

Increase {decrease} in payables {12.9) 3ha 1.4 5.8

Incraase {decrease} in other operating liabdities 2.8 42 53 87

Incraase {decrease} in provision for incoma faxes payables 4.1 32 5.3 4.4

Increase {decrease} in provision for deferred tax liabilifies {20.1) {48.3} (26.3) L2

Increase {decrease} in other provisions 19.7 6.4 52 {3.3)
Met cash inflow from operating activities 142.2 2374 314 13.6
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Notes to the Financial Statements

for the yvear ended 31 December 2006

MOTE 43. NON-CASH INVESTING AND FINANCING ACTIVITIES

There ware no nen-cash investing and financing activities during the years ended 31 December 2006 and 31 December 2005,

Consohdated

2066 2005
Cents Cents
MOTE 44, EARNINGS PER SHARE
Basic earnings per share g3 {36.9
Giksted earnings per share g3 {36.9

Consohdated

2066 2005
M it
fa}  RECCMCILIATIONS OF EARMINGS USED BN CALCULATING EARNIMNGS PER SHARE
Profit (loss) for the year 315 L5
Met grofit attributable to minority inferests (10.5} {144
Prodit (loss} attributable to the ordinary equity holders of the
comgany used in calculating basic and diluted earnings per share 231.0 859

Consohdated

2006 2005
Number Mumber
b} WEIGHTED AVERAGE NUMBER OF SHARES USED ASTHE DEMOMINATOR
Waighted average number of ordinary shares used as
the denominator in calcuiating basic earnings per share 232,914,349 232,914,349
Waighted average number of ordinary shares and potential ordinary shares
used as the denominator
in calcutating diluted earnings per share 232,914 349 232,914,349

MOTE 45. SHARE-BASED PAYMENTS
fa}  PERFORMAMCE IMCEMTIVE PLAN

The Performance Incentive Plan {PIP) was introduced in March 2005,

Tha intreduction of the PIP {ollowed an extensive review by the Board including obtaining independent advice from Egan & Associates on the design and
management of variahle remuneration.

The PIP is an at risk component of remuneration which requires the atfainment of annuaily set, pre-determined objectives and targets. These key
parformance targets, both financial and non-financial, are developed for each participating empioyes. Performance targets relate to financiad,
environmental, health and safety performance, business improvement projects and specific targets within the emploves’s functional responsibifities.

Only nomirated employees and Executives participate in the BIE The tevel of participation and award opportenity is determined by an employee's position
within the business ard capacity to impact outcomes and reswlis of the comparny.

Tha maximum level of participation in 2006 for members of the execetive team was 80% of tofal fixed remuneration. Upon achievemant of gre-determined
objectives, 4045 maximum may be awarded as cash; the remaining 40% maximurn is required to be deferred in the form of share rights.

Objectives, measures and targeis are set on an arnual basis and are subject to the approvat of the Board, and are applicable to both the cash and equity
components of the pian.

For the year ended 31 December 2006, Huka's financial performance (NPAT apd ROE} represented 50%: of the apportionment, health and safety
performance (LTIFR, AIFR, Leved 2 Envirenmental Incidents) was apportioned at 1090 and key objectives from the employes’s operational or fusctional
responsibitities accounted for the batance. Any share rights granted pursuant to the 2006 PIP will have 2 grant date of 1 January 2007 and do not
constifute share based payments in the year ended 31 December 20606,

The Remureration and Momination Committee assess the achievernent of KPIs for the Managing Director and Executives based on recommendations of
the Maraging Girecion. The committes receives advice from external remuneration consulants as required.

The fair value of shares granted under the PIP is determined at grant date. The fair value of the grant is refeased as an expense through the Income
Statemnent on a straight-line basis between the grant date and the vesting date of entitlemants.
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Notes to the Financial Statements

for the yvear ended 31 Decamber 2004

MOTE 45, SHARE-BASED PAYMENTS (continued)

Manigiumn potential share rights granted under the PIP to participating employess on 1 Janeary:

Consolidated Parent entity
2006 2005 2006 2005
Kumber Mumbaer Rumier Mumher
126,268 44,045 126,208 54,949

(by  DIRECTORS’, EXECUTIVES' AMD EMPLOYEES' SHARE ACQUISITION PEAM

Prios to the introduction of the PIP in 2005, the company operated Leng-term Incentive Plans pursuant to the terms of the Directors’, Executives’ and
Employees’ Share Acquisition Plan {Plank. The Plan was approved by shareholders at the Annual General Meeting of the company i May 1999, From year
to year the Board invited the Managing Director and other emplovess determined by the Board to hold an executive position, to participate in the Plan as
a means of providing those employess with an incentive o erhance the performance of the company. The terms of the annual offer included an allocated
maxirsm number of shares (maximum allocation) that will be acquired or retatned snder the Blan on behalf of the empioves 1f certain performance
criteria, as determined by the Board, are satisfied.

The perfarmance criteria for each offer are based on total shareheider return against 2 pre-determined comparator group of companies over a three
year performance period. At the end of the performance pericd the performance of the company against the comparator group is assessed and a
determination is made as to how much of the maximum allocation the employes will be entitted to have acquired on his or her behalf by the Trustes. Once
the maximem aHocation is determined, the Trustee purchases the shares and holds them on trust for the empioyee for a maximum period of ten years. At
the end of the ten vears or eariier { approved by the Board, the shares are transferrad from the Trustes to the emplovee.

Since the Plan was approved by shareholdars, there have been individuat offers in respect fo 2001, 2007, 2003 and 2004, Under the rules of the Plan,
the entitiement assessment for the 2001 offer was extended for a further year and was assessed on 30 June 2005, The performance period for the 2002
ptar concluded and was afso assessed on 30 June 2005, Shares awarded in 2006 pursuant to the 2003 plan as well as shares awarded in 20605 pursuant
to the 2001 and 2002 plans are shown in the tabie below,

As the 2004 plan is still subject fo the three vear perdformance period, thers has been no determination of the enfitlement fo shares, H at the and of the
performance pericd the performance criteria have not been met there will be no entitfement to shares.

Under the 2004 pan, relative TSR performance is measured against the Australian Materials Index. For the 2004 plan, nH reward is pavable for
periormance betow 508, For eack 1% above the 5040, 24 of the fotal number of shares in the award is payable with 1004 being payable at the 75
percantie.

The fair value of entitlements offered under the Plan has been determined via an option pricing model. This fair value is released as an expense through
the Income Statemant on a straighi-line basis between the offer date and the assessment date for each respective plan.

Shares were awarded under the Directors’, Executives’ and Employees’ Share Acquisition Plan to participating ermplovees on 14 August 2008;

Consolidated Parant entity
2006 2005 20066 2005
Number Mumber Kumhes Mumnber
93,602 45,546 93,602 45,544

{}  SHARE RIGHTS PROVIDED TOTHE MANAGING DIRECTOR

The Managing Director was granted 71,851 share rights in Cctober 2006, to match the chares he purchased prior to commencing emplovemant on the
basis that Thuka woukd match this with an equivalent award of share rights.

These share rights vest on 30 June 2008, The fair value of these share rights has been determined at grant date, refer Maote 33, The fair value of the
grant is released as an expense through the Income Statement hetween the grant date and the vesting date of the entilemants.

fd}  EXPEMSES ARISING FROM SHARE-BASED PAYMENT TRANSACTIONS

Total expenses arising from share-based payment fransactions recogrised during the year as part of empioyes benefit expense were as follows:

Consolidated Parant entity
2006 2005 2066 2005
$M S M it

2.1 0.8 13 2.8
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Directors’ Declaration

31 December 2006

Ik the Direcinrs’ opinion:

{a} the financial staternents and notes set out on pages 1t 82 are in accordance with the Corporations Acf 200, inchuding:

{iY  complying with Accounting Standards, the Corporations Reguiztions 2001 and other mandatory professional regorting reqguirements; and
i} giving a true and fair view of the company’s and consclidated entity’s financial position az at 31 December 2006 and of their performance, as
represented by the results of their operations, changes in equity and their cash fiows, for the firancial year ended on that date; and
(B} there are reasonable grounds to believe that the company will be abie o pay its debts as and when they become due and pavable; and

(43 at the date of this declaration, thare are reasonable grounds to believe that the members of the Extendad Closed Group identified in Note 40 will be able
to meat any obligations or liabilities to which they are, or may become, ssbject by virtue of the Deed of Cross Guarantes described in Note 40,

The Directors have been given the declarations by the Chief Executive Officer and Chief Financial Officer requived by section 2954 of the Corporafions Act 20041,

This declaration 15 made ik accordance with 2 resolution of the Directors.

AN

[ C R Mackanzia
Chairman

e

b A Robb
Managing Director

Parth
23 March 2007




Independent Audit Report

to the members of Huka Rescurces Limited

AUDIT OPINION
In ouwr opinion, the financial report of Buka Resources Limited:

gives a true and fair view, as required by the Corperations Act 2001 in Australia, of the financial position of ke Resources Limited and the Huka
ftesources Limited Group {defined below} as at 31 December 20048, and of their perdformance for the vear ended on that date; and

is presented in accordance with the Sorporations Acf 2001, Accounting Standards and other mandatory finarcial reporting requirements in
Australia, and the Corporations Regulations 2001

This opinion mest be read in conjunction with the rest of cur audit report.

SCOPE
The financial report and directors’ responsihility

The financial repart comprises the balance sheet, income statement, cash flow statement, statement of recognised incoma ard expense, accompanying nates o
the financial statements, and the directors’ declaration for both Buka Resources Limited {the company} and the Huka Rescurces Limited Group (the consolidated
entityy, for the year anded 31 December 2008, The consolidated entity comprises both the company and the entities it controfled during that year

The directors of the company are respansibile for the preparation and trusg and fair presentation of the financial report in accordance with the Corparations Act
2001, This includes responsibility for the maintenance of adeguate accounting records and internal controls that are designed te prevent and detect fraud and
errar, and for the accounting policies and accounting estimates inherert in the firancial report.

Audit approach

Ye condected an independent audit in order to express an opinion to the members of the compary. Our audit was conducted in accordance with Australian
Auditing Standards, in order to provide reasonable assurance as to whether the firancial report is free of material misstatement. The nature of an audit s
infiuenced by factors such as the use of professional judgement, sefective testing, the inherent limitations of internal controd, and the availability of persuasive
rather than conclusive evidence. Tharefore, an audit cannot guarantes that 2!l material misstatements have been detected. For further explanation of an aedit,
visit ouy website hitp:/fwew.pwe.com/ae/financialstatemantaudit,

We serformed procedures to assess whether in ail material respects the financial report presents fairky, in accordance with the Corporations Act 2001,
Accounting Standards and other mandatory financial reporting requirements in Australia, a view which is consistent vwith our understanding of the company’s
and the consclidated entity’s financial position, and of their performance as reprasented by the resulfs of their operations, changes in equity and cash Hlows.

Yo formed owr auwdit opinion on the basis of these procedures, which included:
examimng, on a test basis, information to provide evidence supporting the amounts and discieseres in the financial repart; and

assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of signdicant accounting estimates made
by the directors.

Cuir procadures include reading the other information in the Annual Report to determine whether it contains any material inconsistencies with the financial
report.

Yhile we considered the effectiveness of management's internal controfs over financial reporting when determining the nature and extent of our procedures,
nur audit was not designed to provide assurance on internal controfs.

Car audit did nat involve an analvsis of the prudence of business decisions made by directors or management.

MDEPEMDENCE

In conducting cur asdit, we foliewed applicable independence requirements of Austyatian professional ethical pronouncements and the Corporstions Act 2001
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Liahility imited by a scheme approved under Professional Standards Legislation
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