28 August 2006

Australian Stock Exchange Limited
Company Announcements Office
Exchange Centre

20 Bridge Street

SYDNEY NSW 2001

BY ELECTRONIC LCDGEMENT
Dear Sirs
ASX APPENDIX 4E AND FINANCIAL REPORT FOR THE YEAR ENDED 390 JUNE 2006.

Please find attached Imdex Limited's Appendix 4E and audiled Financial Report for the Year
Ended 30 June 2008,

The audited Annual Report, which will include the Financial Report, for the Year Ended 30 June
20086 together with the Notice of Annual General Meeting is expected to be mailed to shareholders
in the week commencing 18 September 20086.

Yours faithfully
Imdex Limited

Stephen J L)
Company Secretary

About Imdex:
imdex is a Perth-based public company listed on the Australian Stock Exchange, whose core business is the supply of drilling products and
services in Australia and internationally to the oll and gas, mining, water well, horizontal directional drilling and civil industries

For further information, please contact:
Bernie Ridgeway, Managing Director; Stephen Lvons, Company Secretary

Imdex Limited ACN GOS 947 B13 ABN 78 0B 347 513
Lewal 3, 16 Richardzon Streat Wesd Parth ‘Wastern Austraka 8005 PO Box 1325, West Perth Western Austratia 5872
Phone +6% 8 0481 5777 Fax +81 89481 8527  E-mail imdex@irndex.cons.ay

Incorposating: Ace Driling Supplies, Australian Mud Company Ply Lid, Surton Technologies Pty Lid and Samchem Deilling Fluids & Chemicals {Fty) Lid
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FOR THE FINANCIAL YEAR ENDED
20 JUNFE 2004

This Preliminary Final Report is provided to the Austratian Stock Exchange (ASX) under ASX Listing Ruie 4.3A.

Current Reporting Period: Financial Year ending 30 June 2006

Previous Corresponding Period: Financial Year ending 30 June 2005
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Imdex Limited
ASX Appendix 4E
30 June 2006

Results for Announcement to the Market
For the Financial Year Ended 30 June 2006

Revenue and Net Profit/{Loss)

Change Amount
Note Movement e $'000
Revenue from ordinary activities up/down 43% 66,792
Profit from ordinary activities after up/down 91% 7.584
tax attributable fo members
Net profit attributable fo members up/dewn 91% 7.584
Dividends (Distributions)
Franked
Amount per amount per
security security
Final dividend 1¢ 1¢
interim dividend 1¢ 1¢

Record date for determining entitlements to the dividend:

« final dividend 10 October 2006

« intarim dividend 23 darch 2006
arc

Brief Explanation of Revenue, Net Profit/{Loss) and Dividends (Distributions)

See Financial Report
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1. Basis of Preparation

Imdex Limited
ASX Appendix 4E
30 June 2006

This Preliminary Final Report has been prepared in accordance with ASX Listing Rule 4.3A and the disclosurs

requirements of ASX Appendix 4k,

The accounting policies adoplted in the preparation of the Financiatl Report are consistent with those adopted and

disclosed in the Financial Report for the half-year ended 31 December 2005,

Details of changes in accountinig policies:

Nil
2. Details Relating to Dividends (Distributions)
Amount per
Amount per security of
Date dividend : foreign
payable security sourced
¢ dividend
¢
Finat dividend 2006 13 October 2006 1 ¢ -
2005 nfa - -
interim dividend 2006 30 March 2006 1¢ -
2005 nfa - -
Total 2006 nfa 2¢ -
2005 nfa - -
Total dividend {distribution) per security (interim plus final}
2006 2005
¢ ¢
Ordiniary securities 2¢ -
Interim and final dividend {distribution) on all securities
2006 2005
$'000 $'000
Ordiniary securities 2¢ -
Total 2¢ -

Any other disclosures in retation fo dividends {distributions}.

[ /A

Dividend Reinvestment Plans
The dividend or distribution plans shown below are in operation.

There are no dividend plans in operation.

The last date(s} for receipt of election notices for the dividend or
distribution plans

nfa
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Imdex Limited
ASX Appendix 4E

30 June 2008
3. Net Tangible Assets per Security
2006 2005
cents cents
Net tangiblte assets per security 21.10 16.78
4. Details of Entities Over Which Control Has Been Gained or Lost
Control gained over entities
Name of entity {or group of entities) [ Samchem bDrifling Fluids & Chemicals {Pty) Ltd |
Date control gained [ 1 August 2005 |
2006
$°000
Contribution of the controlled entity {or group of entities) o profit/{loss} from ordinary aclivities during
the pericd, from the date of gaining control. 422
2005
$°000
Net profiti{icss) of the controtled entity {or group of entities} for the whole of the previous
corresponding period. -
Loss of control of entities
Name of entity {or group of entities) [ NA |
Date control lost [ N/A |
2006
$'000
Contribution of the controlled entity {or group of entities) o profit/{loss} from ordinary aclivities during
the pericd, to the date of losing control. -
2005
$'000
Centribution of the controtled entity {or group of entities) fo profitf{loss} from ordinary activities for the
whiole of the previous corresponding period. -
5. Details of Associates
Ownership Inferest Contribution to net profit
2006 2005 2006 2005
Name of Entity % % $'000 $'000
imdex Arabia Limited {Saudi Arabia) and
RTEAmMdex Joint Venture {Saudi Arabia) (i} 20% 20% - -
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Imdex Limited
ASX Appendix 4E

30 June 2008
6. Other Significant Information
As per the Finarncial Report
7. Impacts of adopting Australian equivalents to IFRS
As per the Finarncial Report
8. Information on Audit or Review
This preliminary final report is based on accounts to which orie of the following applies.
Thie accounts hiave been audited. 3 The accounis have been subject to review.
1 Thie accounts are in the process of being | The accounts have not yet been audited or

audited or subject fo review. reviewed.

Description of likely dispute or gualification if the accounts have riot yet been audited or subject to review or are in the
process of being audited or subjected fo review.

N/A

Description of dispute or gualification if the acoounis have been audited or subjected to review.

N/A
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FINANCIAL REPORT

FOR THE FINANCIAL YEAR ENDED
30 JUNE 2006




IMDEX LIMITED

and its controffed entifies

DIRECTORS’ REPORT FOR THE YEAR ENDED 30 JUNE 2006

The Directors of Imdex Limited {"imdex” or "the Company”) present their report together with the annual Financial Report of the
Company and its Controlled Entities for the financial year ended 30 June 20086,

in order to comply with the provisions of the Corporations Act 2001, the Directors' report as follows:

{a} Directors

The names and particu!ars of the Directors of the Company during or since the end of the financial year are:
' Name __ Rotle Age Partrcuiars

MriF Bur;.t;m indé.p.:‘.evr.a.dent Ncm Exe.r.;.z.}.t.we Chasrman 7 Mechamcaﬁﬁngmeer

Member of the Audit and Compliance &
. Remuneration Committees.
. Diregtor since November 2000

Chartered Accountant

. Mr B W Ridgeway
i Director since May 2000.

: Managing Director

Endependent Non Execunve Director

Engmeer

i Member of the Audit and Compliance &
. Remuneration Committees.

i Direcfor since 14 January 2{}04

MR W Kelly 68

Practicmg Lawyef

i Chairman of the Audit and Compliance &
i Remuneration Committess.

; D{rector since 14 January 2(}{}4

_ Endependent Non Execunve Director

: MrH H Al Merry

Non Execunve Direcmr

44 Prestdent af Rashsd Trading Establsshmem

i finvolved in a Joint Venture with mdex, known
i as the RTE/imdex Joint Venturea)

i Direcfor since April 2002,

i Office vacated 18 August 2008.

Chemscai Techno!ogy and Producﬁon Engmeer
; Director since 23 August 2005,

64

Mr | R Freeman . Non Exacutive Director

Muds arxd Dniimg F!usds Engmeer
i Alternate Director since 23 August 2005,

Non Executive Director — Alternate Director

MrJ P O'Nei
i to Mr | R Freeman

Addrttonai information on the Dirsctor's expenence and quairﬁcatmns is zet out under Director Profiles.

(b}

Directorships of other listed companies held by the Directors in the 3 years immediately before the end of the financial year are as
follows:

Diractorships of other listed companies

Name

:E Panod of Dlmctorshrp

Aztec Resaurces Ltd
i Mincor Resources NL
i Aviva Corporation Lid

Me | F Burston

Cha|rman and Chief Execunve Offcer
Non Execufive Director
Non Executive Director

2004 Cufrent
1 2003 — Current
1 2003 — Current

| Clough Limited

i Clough Limited

i Orbital Corp Ltd

. Aurora Gold Ltmited

| Mr R W Kelly

Non Execufive Dtrector

Chairman

Chairman and Non Executive Director
Non Execufive Direcmr

Intreptd Mmas Ltd {formefty
i NuStar Mining Corp Ltd)

. St Barbara Mines Limited
Deftance Mining Corporation

Non Executwe Dzrector

Non Dxecufive Director
Non Executive Director

: Smce 1996

i During 2002 — 2003

i Resigned 21 August 2003
EF%es.igned Fabruary 2003

2002 - Current

| 2002 - 2004
2003 2004

(c}
Mr S J Lyons

Company Secretary

Chartered Accountant aged 37, Mr Lyons was appointed Company Secrstary of mdex Limited on 18 November 2001, He has an
audit, corporate services and banking background. Previously, he was the Company Secretary for the Australian operations of the
Swise based, Société Générale de Surveillance (SGS) Group and has consuited to other private and public companies. Mr Lyons is a
Member of the Institute of Chartered Accountants in Australia.
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IMDEX LIMITED

and its controffed entifies

DIRECTORS’ REPORT FOR THE YEAR ENDED 30 JUNE 2006

{d) Directors’ Meetings

The following table sets out the number of Directors’ meetings {including meetings of commitiees of Directors) held during the financial
year and the number of meetings attended by each Director {while they were 2 Direclor or committee member). During the financial

year, seven Board meetings, three Audit and Compliance Committee and two Remuneration Committes meetings were held.

Board of Directors

Audit and Compliance

Commitiee

Hold Held Attended

7 3 2 2 2
éw.éidge\;ay 7 - - - -
CRHAmMery 7 : : : :
..................... : ; 5 " . ;

7 3 3 2 2

8 - . - -

(e} Directors’ Shareholdings

At the date of this report the Directors held the following interests in shares and options of the Company:

¢ Shares Held
; Diractors Directly

Indirectly

Directly

. 200,000 .

. 5,000,000 2,000,000

vom :

R W Kelly 200,000 65,000 ;
KA Dundo 300,000 :
| R Freerman . 16,059,002 .

{fi Remuneration Report

Remuneration policy for Directors and Executives

12,847,202

The Board seeks the approval of Shareholders in relation o the aggregate of Non Executive Dirgctors' remuneration and any options
that may be granted fo Directors. The remuneration for Non Executive Directors is reviewed from fime fo time, with due regard to
current market rates. The remuneration for Non Executive Directors is not linked to the Company's performance. Other than statutory

superannuation, no Non Executive Director is entitled to any additional benefits on retirement from the Company.

The Managing Direclor's remuneration is determined by the Remuneration Committes with due regard fo current market rates. The
Managing Dirsctor has a short term incentive bonus amounting to 20% of his cash remuneration package that is linked fo the EBIT

performance of the Company. The batance of his remuneration package is not inked to the Company’s performance.

Al specified Executives, and all staff of the Company, are subject fo formal annual reviews of their performance. The remuneration of
specified Executives comprises a fixed monetary fotal, not linked to the performance of the Company, although bonuses related io the
performance of the Company may be agreed bebween that Executive and the Company from time fo time. Refer table on page 4 for

further details.
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IMDEX LIMITED

and its controffed entifies

DIRECTORS’ REPORT FOR THE YEAR ENDED 30 JUNE 2006

Birgctor and Executives details

The Directors of Imdex Limited during the year were:

£} Mr | F Burston {Non Executive Chairman);

{ii} Mr B W Ridgeway {Managing Director);

{il) M R W Kelly iNon Executive Director});

{iv) Mr K A Dundo {Non Executive Director);

{v} Mr H H Al-Merry {(Non Executive Director), office vacated 18 August 2006;

{vi) Mr | R Freeman {Non Executive Director), appointed 23 August 2008; and

{vily M J P O'Neil (Non Executive Director}, Alternate to bMr 1 R Freeman, appointed 23 August 2005,

The Group Executives of Imdex Limited during the year were:

¢} Mr 5 J Lyons {Company Secretary),

{ii} M D L Kintey (Group Financial Controller);

{ily Mr G E Weston (General Manager: Australian Mud Company Pty Ltd, Surtron Technologies Pty Ltd and Ace
Drilling Supplies}, and

{iv) M C 8 Munyard {Manager Surtron: Technologles Pty Lid).

Ejements of Director and Executive Remuneration
Remuneration packages contain the following key elements:

£} Short-term benefits — salary/fees, bonuses and non monetary benefits including the provision of motor vehicles and health
benefits;

{ii} Post-employment benefits — including superannuation and prescribed retirement benefits;
iy Equity — share options granted under the Staff Option Scheme as disclosed in Note 31; and

{ivi  Other benefits.
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IMDEX LIMITED

and ifs controffed entifies

DIRECTORS REPORT FOR THE YEAR ENDED 30 JUNE 2006

Details of Directors' ramuneration are set out below, Further information is also sef out in Note 30:

Executive Director
B W Ridgeway, Managing Director
Non Executive Directors

f £ Bursion, Chairman
H H Al-dtarry

W Kefly

K A Dundo

f R Frasman

Motes

Details of remuneration of the highest remunerated Group Executives are set out below:

Group Exacutives

3 J Lyons, Company Secretary

[ L #inley, Group Financial Controllar
G E Waeston, General Manager AMC,
Ace & Surtron

C 3 Munyard, Manager Surtron *

J P ONedl

Motes

(i}
(i}
(i}
(i)
(i}

Short-term empicyes benefits Post Employment Other long- | Termination Share-based payment
tarm Benefits
Salary & Bonus Non- Other Super- Other empioyee Equity-settied Cash Other
faes monetary anfuation hanefits settled
Shares &] Cptions
nits | & Rights Total

$ 1 $ $ ] ) $ 5 ) $ $ $ )
281,827 - 28,801 23,584 4,789 - 25780 - 344,541

B2,B75 - - - - - - - 82,875

50,000 - - 4,500 - - - - 54,5030

56,000 - - 4,500 - - - - 54,500

43,288 - - - - - - - 43,288
487,980 - 28,801 32,564 4,760 - 2B 780 - 579,704

Shert-term amployee benefits Post Employmant Other long- | Termination Share-based payment
term Benefits
Safary & Bonus Mo~ Othar Seper- Cther employes Eqrety-saitied Cash Tther
femsg monatary annuaticn henefits settled
Shares & | Options
Units | & Rights Toial

5 § 5 $ 5 5 $ $ $ ) $ ) )
134,800 - 2,282 5,310 - - 3,800 - 148,002
118,413 - 10,846 10,857 - - 2,400 - 142,416
237,539 - 14,088 25,852 13,024 - 24,000 - 314,483
120,538 54,950 9,314 11,658 10,262 - 1,800 - 217,822

B2 472 8,023 28,754 13,151 - - - - 133,410
702 862 B3,873 55,374 66,628 23,286 - 31,800 - W53, 8273

* . C 8 Munyard was paid & bonus of $54,950 during the current year for work done in relation to the development of the Ace Core Tool, not in his capacity as Manager of Surtron.
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IMDEX LIMITED

and its controffed entifies

DIRECTORS’ REPORT FOR THE YEAR ENDED 30 JUNE 2006

Eiemients of remuneration related to performance

)

(i

{iif)

Managing Director:  Of the cash remuneration package of the Managing Director, 20% s linked to the performance of the
Company by way of short term cash incentives. In addition options have been the method by which mdex has sought to reward
key executives in a manner linked to the performance of the Company. Any such options te the Managing Director, or any
Director, require the approval by Shareholders in General Meeting.

Non Executive Direclors: The remuneration of Non Executive Directors is not linked to the performance of the Company. The
maximum total remuneration payable to Non Executive Directors was approved by Shareholders at the 2003 Annual General
Mesting and is currently $300,000. In the current year remuneration to Non Executive Directors totalled $235,163, including
statutory superannuation. The Board determines the apportionment of directors’ fees between each Director.

Group Executives: The remuneration of specified Executives generally comprises a fixed monetary total that is not linked to the
performance of the Company. Bonuses related to the performance of the Company may, however, be agreed between that
Executive and the Company from time fo time. [n addition, subject to a qualifying period, Group Executives may be issued
options in the Staff Option Plan at the discretion of the Board. The percentage of the value of remuneration that consisted of
options for each Executive is set out below.

Value of options issued to Directors and Executives

The following table discloses the value of options granted, exercised or lapsed during the year:

Option ptions Lapsed . Total value of :

Granted{i) Exercised options options remuneration
granted, i includedin | forthe year
Valueat  Value at time of | lapsed . duringthe | of options |
date exercise date | lapse ; yoartii)
$ $ $ $ $
. BW Ridgeway - - 25760 25,760
S J Lyons - - 3600 3600

- DL Kinley

- - 2,400 2,400

- - 24,000 24,000

| C'§ Munyard 6,167 - 7.967 1,800

£} The total value of options gramted during the vear is calculated based on the fair value of the option at grant date muitiplied by
the number of options issued during the year,

{ii} The total value of options included in remuneration for the year is calculated in accordance with Accounting Standard AASB
1046 “Director and Executive Disclosures by Disclosing Enfities”, as amended by Accounting Standard AASE 1046A. As the
options immediately vest the full value of the option is recognised in remuneration in the current year,

{g} Share options

£} Share options granted to Direclors and Executives

During or since the end of the financial year an aggregate of 3,325,000 options were granted to the following directors and executives of
the Group. No options were granted during or since the end of the financial year fo Non-Executive Directors,
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IMDEX LIMITED

and its controffed entifies

DIRECTORS’ REPORT FOR THE YEAR ENDED 30 JUNE 2006

Numbar of i lssuing entity | Number of ordinary
options granted ;. shares under option

2,000,000 Imdex Limited 2,000,000

150,000 | Imdex Limited | 150,000

100,000 | Imdex Limited 100,000

1,000,000

1,000,000 Imdex Limited

; € & Munyard 75,000 imdex Limited

{ii}  Share options on issue at year end

Details of unissued shares or interests under option are:

Key terms
ofoptionn | shares under |
; option ;

Class of option Class of Exercise Issue date of Expiry date of
: . shares | priceof | option option
i option

| 1ssuing
. Entity

Staff Share QOrdinary 1 Feb 2006

Oplions

i Imdex
¢ Limited

i Imdex 1 Aug 2004 3,048,333

; Limited Options

lmdex Corporate © Ordinar
P Limited ¢ Advisor Options |

100,000

¢ Imdex : Corporate
i Limited | Advisor Cplions

31 Ot 2007

QOrdinary

C lmdex Corporate QOrdinary 31 Oct 2007

i Limited | Advisor Options

i lmdex Managing

_ . Ordinary | 30 cents | 14 Sep 2010
; Limited . Director Options |

{as) exercisable one year after the date of issue, in one-third lots each year thereafter;
{bb) exercisable at any point priot to expiry;

{ce) exercisable at any point prior to expiry. The condition that Imdex shares trade at 30 cents for b consecutive trading days has
rtow been achieved,

{dd) exercisable at any point prior to expiry; and

{ee) exarcisable at any point from 2 years after date of issue untll expiry.

{ity  Share options exercised during the year

C 8 Munyard exercised 25,000 options during the year and received 25,000 ordinary shares. The exercise price was 20c¢ per option. No
unpaid amounts remain on these shares.

{h} Principal Activities

The Consolidated Entity’s principal continuing activities during the course of the financial year were the manufacturing and sale of &
range of driling products and services.
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IMDEX LIMITED

and its controffed entifies

DIRECTORS’ REPORT FOR THE YEAR ENDED 30 JUNE 2006

{iy Review of Operations

A review of the operations for the financial year together with fulure prospects is contained in the Chairman’s Report, the Managing
Diractor's Review and the Financial Report,

{iy Dividends

A fully franked interim dividend of 1 cent per ordinary share was paid on 30 March 2008 to shareholders regisiered on 23 March 2008,
in the prior year no dividends were declared or paid. Since 30 June 2008 the Directors have declared a fully franked final dividend of 1
cent per ordinary share, the financial effect of which has not been reflected in the Financial Report.

{k} Changes in State Of Affairs

During the financial year, there were no significant changes in the state of affairs of the Consolidated Entity other than referred to in the
Financial Statements or notes thereto,

in Subsequent Events

Effective 1 August 2006 the Company acquired 100% of the shares of the Swedish-based Reflex Group {Reflex} and the United
Kingdom-based Chardec Consultants Limited {Chardec).

The purchase price for Reflax is $25.4 million to ba settfed $15 million in cash at setlement and the issue of a convertible note with a
face value of $10.4 million. The convertible note carrles the right to convert into 20.8 million Imdex shares at a price of 50 cents per
share at any time untit 30 June 2008. The coupon rate will be 8% per annum. Under the terms of the agreement, conversion will be
triggered aufomatically by the Imdex share price reaching $1 per share. Any lndex shares issued under this note prior to 30 June 2008
will be held in voluntary escrow untit 30 June 2008,

The purchase price for Chardec is GBP6.8 million {approximately $17 million) to be satisfied through the payment of GBP2.5 million in
cash at setifement and a further GBP4.3 million over three years from date of settiement.

Apart from these matters, no other matter or circumstance has arisen since the end of the financial year that has significantly affected or
may significantly affect the operation of the Consolidated Entity, the results of those operafions, the financial position or the state of
affairs of the Consolidated Entity in future financial years.

Additional disclosures with respect to these acquisitions are impracticable at this stage as the fair value at acquisition balance sheet and
other matters relating to the acquisitions are still being finalised.

Subsequent to year end the Directors declared a 1 cent per share fully franked dividend with a record date of 10 October 2006 and a
payment date of 13 October 2006. The effect of this dividend has not been reflected in this financial report.

{m) Future Developmaents

Disclosure of information regarding likely developments in the operations of the Consolidated Entity in future financial years and the
expected results of those operations is likely to resuit in unreasonable prejudice to the Consclidated Entity. Accordingly, this information
has not been disclosed in this report.

{1}  Environmental Regulations

lry prior years the Company, through Imdex Minerals, was subject o onerous environmental regulations. As described in this Financial
Report, Imdex Minerals was sold on 1 July 2005,

{o} Non-audit services

The Directors are satisfied that the provision of non-audit services, during the year, by the auditor (or by another person or firm on the
auditor's behalf) is compatible with the general standard of independence for auditors imposed by the Corporations Act 2001,

Details of amounts paid or payable to the auditor for non-audit services provided during the year by the auditor are outlined in Note 4 to
the Financial Report.

{p}) Auditor's Independence Declaration

The auditor's independence declaration is included on page 12 of the Financial Report.
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IMDEX LIMITED

and its controffed entifies

DIRECTORS’ REPORT FOR THE YEAR ENDED 30 JUNE 2006

{a} Indemnification of Officers and Auditors

During the financial year, the Company paid a premium in respect of a contract insuring the Directors of the Company, the Company
Secretary, and all Executive Officers of the Company and of any related body corporate against a liabllity incurred as such a Director,
Secretary or Executive Officer to the extent permitted by the Corporations Act 2001, The contract of insurance prohibits disclosure of
the nature of the liability and the amount of the premium.

The Company has not otherwise, during or since the end of the financial year, indemnified or agreed to indemnify an officer or auditor of
the Company of of any related body corporate against a liability incurred as such an officer or auditor.

{r}  Rounding Off of Amounts

The Company is a Company of the kind referred to in ASIC Class Order 98/0100, dated 10 July 1998, and in accordance with that Class
Order amounts in the Directors' report and the financial report are rounded off to the nearest thousand dollars,

Signed in accordance with a resolution of the Directors made pursuant to 8.298(2} of the Corporations Act 2001,

On behalf of the Directors

ol

Mr kan Burston
Chairman

PERTH, Western Australia, 25 August 2006,
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Deloitte Touche Tohmatsu
ABN 74 430 121 060

Weoodside Plaza

Level 14

240 Bt Georges Terrace
Perth WA 8000

GPO Box Ad6

FPerth WA 6837 Ausiralia

DX 208

Tel: +81 {{} 8 9365 7000
Fax: +&1 {0) 8 9365 7001
www_deloitte.com.au

Independent audit report to the members
of Imdex Ltd

Scope
The financial report and direciors’ vesponsibility

The financial report comprises the balance sheet, income statement, cash flow statement, statement of
changes in equity, a summary of significant accounting policies and other explanatory notes and the
directors” declaration for both Imdex Litd (the company) and the consolidated entity, for the financial
year ended 30 June 2006 as set out on page 11 and pages 18 to 64. The consolidated entity comprises
the company and the entities it controlled at the year’s end or from time to time during the financial
year.

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

Audit approach

We have conducted an independent audit of the financial report in order to express an opinion on i to
the members of the company. Our audit has been conducted in accordance with Australian Auditing
Standards to provide reasonable assurance whether the financial report is free of material
misstatement. The nature of an audit is influenced by factors such as the use of professional
Judgement, selective testing, the inherent imitations of internal controls, and the availability of
persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that all material
misstatements have been detected.

We performed procedures to form an opinion whether, in all material respects, the financial report is
presented fairly in accordance with Accounting Standards in Australia and the Corporations Act 2001
0 as to present a view which is consistent with our understanding of the company’s and the
consolidated entity’s financial position, and performance as represented by the resuits of their
operations, their changes in equity and their cash flows.

Our procedures included examination, on a test basis, of evidence supporting the amounis and other
disclosures in the financial report, and the evaluation of accounting policies and significant accounting
estimates made by the directors.

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

Rfarnbar of
Balnkite Towche Tolwmatuy

Liability Hmited by a scheme approved under Professional Standards Legislation.



Deloitte.

The audit opinion expressed in this report has been formed on the above basis.
Audit Opinion

In our opinion, the financial report of Imdex Ltd s in accordance with the Corporations Act 2001,
including:

(a)  giving a true and fair view of the company’s and consolidated entity’s financial position as at 30
June 2006 and of their performance for the year ended on that date; and

(by  complying with Accounting Standards in Australia and the Corporations Regulations 2601.

{Mj/ /ﬁw’l //,gm A

DELOITTE TOUCHE TOHMATSU

Keith Jones

Partner

Chartered Accountants
Perth, 25 August 2006



IMDEX LIMITED

and its controffed entifies

DIRECTORS DECLARATION

The Directors declare that:

{a} inthe Directors’ opinion, there are reasonable grounds to believe that the Company will be able to pay Hs debls as and when they
become due and payable;

{b} in the Directors' opinion, the aftached Financial Report and notes thereto are in accordance with the Corporations Act 2001,
including compliance with accounting standards and giving a true and fair view of the financial position and performance of the
Censolidated Entity; and

{c} the Direclors have been given the declarations required by 8.295A of the Corporations Act 2001,

At the date of this declaration, the Company is within the class of companies affected by ASIC Class Order 98/1418. The nature of the
deed of cross guarantee is such that each company which is party to the deed guarantses to each creditor payment in full of any debt in
accordance with the deed of cross guarantes.

in the Directors’ opinden, there are reasonable grounds to believe that the Company and the companies to which the ASIC Class Order
applies, as detailed in note 23 to the Financial Report will, as a group. be able to meet any obligations or liabilities to which they are, or
may become, subject by virfue of the deed of cross guarantes.

Signed in accordance with a resolution of the Directors made pursuant to s. 303(5} for the Corporations Act 2001,

Dafed at Perth, 25 August 2006,

wfn.

lan F Burston
Chairman
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ABN 74 430 121 060

Weoodside Plaza

Level 14

240 Bt Georges Terrace
Perth WA 8000

GPO Box Ad6

FPerth WA 6837 Ausiralia

- I DX 206
The Board of Directors Tel: +81 () 8 0365 7000
Imdex Lid Fax: +B1 (0) 8 9365 7001

www_deloitte.com.au

Fevel 3 Redgum House
18 Richardson Street
WEST PERTH WA 6005
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Prear Board Members
Imdex Limited

In accordance with section 307C of the Corporations Act 2001, 1 am pleased to provide the
following declaration of independence to the directors of Imdex Limited.

As lead audit partner for the audit of the financial statements of Imdex Limsited for the
financial year ended 30 June 2006, 1 declare thai to the best of my knowledge and belief,
there have been no contraventions of’

(i} the auditor independence requirements of the Corporations Act 2001 in relation
to the audit; and

(i) any applicable code of professional conduct in relation fo the audit.

Yours sincerely

k
i
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DELOITTE TOUCHE TOHMATSU

Keith Jones
Partner
Chartered Accountants
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IMDEX LIMITED

and its controffed entifies

CORPORATE GOVERNANCE STATEMENT

{a} ASX Governance Principles and ASX Recommandations

The Australian Stock Exchange Corporate Govermance Councll sels out best praclice recommendations, including corporate
governance practices and suggested disclosures.  ASX Listing Rule 4.10.3 requires companies to disclose the extent to which they
have complied with the ASX recommendations and to give reasons for niot following them.

Urndess otherwise indicated the best practice recommendations of the ASX corporate Governance Council, including corporate
governance practices and suggested disclosures, have been adopted by the Company for the full year ended 30 June 20086. In addition,
the Company has a Corporate Governance section on its website: www.imdex.com.au {under the “Investor” heading} which includes the
refevant documentation suggested by the ASX Recommendations.

The extent to which imdex has complied with the ASX Recommendations during the year ended 30 June 2008, and the main corporate
governance practices in place are set out below.

{b) Principle 1: Lay solid foundation for management and oversight

The Board has implemented 2 Board Charter that formalises the functions and responsibilities of the Board. The Charfer is published
on the Company's website.

{c} Principle 2: Structure the Board to add value

imdex’s Board structure s consistent with the ASX Recommandations on Principle 2, with the exception that it does not have a sseparate
nomination committee for the reasons detailed below.

in addition, excluding Mr J P O'Neil who I8 an alternate Director for Mr | B Freeman, the Board currertly has six Directors, thres of
whaom are considerad independent. Despite not having a “majority” of indeperdent Non Executive Directors, the structure of the Board
is considered appropriate and adequate at the current time, for the Company’s operations.

{i} Board Structure
The Board consists of a Non Executive Chalrman, four Non Executive Directors and one Executive Director,

in accordance with the Company's Consfitution the minimum number of Directors is three. There is no maximum number, although it
wouid be expectad that the optimal number of Directors would be five or gix.

The names of the Directors of the Company in office at the date of this Statement are set out in the Directors’ Report and further details
concerning the skills, experience, expertise and tenn of office of each Director is set out in the Director’s Profiles in the first section of
the Annual Report.

{it} Board independence

Directors are expected to bring independent judgement to bear in the decision making of the Board. To facilitate this, each Director has
the right to seek independent legal advice at the Consolidated Entity's expense with the prior approval of the Chairman, which may not
be urreasonably withheld.

In assessing Director independence, materislity has been determined from both a quantitative and qualitative perspective. An amount
of over 5% of turnover is considered material. Similarly, a fransaction of any amourtt, or a relationship, is deemed material if knowledge
of it impacts, or may impact, the Sharsholders’ understanding of the Direclor's performance. The Board has conducted a review of each
Diractor's independence and reports as follows:
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IMDEX LIMITED

and its controffed entifies

CORPORATE GOVERNANCE STATEMENT

| Existence of any matiers contained in

| Assessment ASX Recommendation 2.1 affecting Independence

| Director

Me | F Burston,
Non Executive Chazrman

Mr B WY Ridgeway,
; Managing Director

. Independent

Not ndependent

e H H Al-Merr Mr Al- Merry is the prmcapaI af Rasmd Tradmg Estabizshmem ;
: ¥, Not Independent +which was involved as a Joint Venture partner with the

. Non Executive Director . Company in the Middle East.

. Mr RW Kefly,
Non Executive Director

Mr K A Dundo,
; Nen Executive Director

independent i

independent Wil

Mt R Freeman,
; Non Executwe D:recior

Mr J P O Neti Not Independent Mi‘ O Neil is a major shareholder havmg arn mdzreci mterest in
; Alternate Director fo Mr 1 R Freeman 12 B47,202 shares of the Company. i

Mr Freeman is a major shareholder, having an indirect inferest
m 16 &;9 002 shares of the Company

MNot Independent

{iit) Board Nomination

The Board does not have a separate nomination committee and, given the Company's size, does not intend to form such a commities,
Howaver, the composition of the Board is determined using the following principles:

+« The Board should comprise a majority of independent, Non Executive Directors with a broad range of experience, skills and
expertise;

. The Chalrman of the Board should be an indepandent, Non Executive Director; and

+«  The roles of the Chairman and the Managing Director should not be exercised by the same individual.
{ivi Procedure for the selection and appointment of new Directors to the Board
The Company has published on g website, procedures for the selection and appointment of new Directors to the Board. The Comparny
also has terms and condiions which govern the appointment of Nen Executive Direclors. These are subject to the Company's
Constitution and the Corporations Act 2001, and cover: appointiment, refirement, Corporate Governance, remuneration, Board meetings,
and Board Committees.
The Board doss not imposs on Directors an arbitrary time Hmit on thelr tenure. Under the Company's Constitution and the ASX Listing
Rules however, each Director must relire by rotation within a three year period following their appeintment. |n such cases, the Director's
nomination for re-election should be based on performance and the needs of the Company.
{d) Principle 3: Promote ethical and responsible decision-making
{i} Code of Conduct
The Company has developed a Code of Conduct that applies to all employees, officers and Directors of the Company. The Code
addresses matters relevant to the Company's legal and other obligations to its Shareholders and covers: the way in which we must
discharge our duties; compliance with laws; conflicts of interest; confidentiality; insider trading; the use of the Company's resources and
the envirornment, health and safety.
The Code is published on the Company’s website.
{ii} Share Trading Policy

The Board has developed s Bhare Trading Policy that resfricts Directors and Sendor Management to trading in the Company's shares
during the one month periods following the annual and half yearly results announcements and the Anhnual General Meeting.

At ali other times the Chalrman must be approached, prior to trading, fo determine whether frading at that particular time Is appropriate.

The Policy also reminds other staff of the laws applying to insider trading and stipulates that employees must not engage in short term
trading of Imdex’s shares.
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CORPORATE GOVERNANCE STATEMENT

Each of the Directors has signed an agreement requiting them to provide immediate notification to the Company of any changes in
securities held, or controlled, by the Director. The Company makes an immediate notification to the ASX providing details of any
changes in a Director's shareholding.

The Policy is published on the Company's website,

{e} Principle 4: Safeguard integrity in financial reporting

{i} Statement by the Managing Director and Group Financial Controller

The Managing Director and the Group Financial Confroller have signed a declaration to the Board attesting to the fact that the 2006
Annual Financial Report presents a true and falr view, in all material respects, of the Company's financial condition and operational
resuits and are in accordance with relevant accounting standards.

{ii} The Audit and Compliance Committes

The Audit and Compliance Committes consists of three independent Non Exscutive Directors and operates under a formal charter
approved by the Board. The Charter is published on the Company's website.

The Committee is chaired by an independent Chairperson who 18 not the Chairman of the Board of Directors.
The role of the Committee is to advise on the establishment and maintenance of a framework of infernal control, risk management
protocols and appropriate ethical standards for the management of the Company. 1t also gives the Board assurance regarding the
quality and reliability of financial information prepared for use by the Board in determining policies for inclusion in Financial Statements.
The members of the Audit Committee during the year and at the date of this Statement were:

Mr K A Dundo {Chairman);

Me | F Burston; and,

M ROW Kelly.

The experience and qualifications of each committee member is sat out in the Directors’ Profiles in the first section of the Annual Report.
The Company Secretary acts as secrefary of this Committes.

The external auditors, the Managing Director and the Group Financial Controller are invited fo Audit Committee meetings at the
diseretion of the Committes. The Audit Committee met three times during the year as set out in the Directors’ Report.

{iit) External Auditors

The Board reviews the performance, skills, cost and other matters when assessing the appointment of external auditors. This review is
generally undertaken at the completion of the preparation of the Annual Financial Report and involves discussions with the audifors and
the Consolidated Entity's senior management. information concetning the selection and appointment of external auditors is published on
the Company's website.

The external auditors are invited to attend the Annual General Meeting of the Company and to be available fo answer questions from
Shareholders.

{f) Principle 5: Make timely and balanced disclosure

{i} Continuous disclosure policies and procedures

The Company has developed procedures to ensure that it complies with the disclosure requirements of the ABX Listing Rules. The
procedures are published on the Company’s website.

The procedures set out whe is responsible for determining whether information is of a type or nature that requires disclosure, the Boards
rofe in reviewing the information disclosed to ASBX and the procedures for ensuring that the information is released to ASX.

Al information disclosed to the ASX is published on the Company's website as soon as practicable.
{g) Principle 6: Respect the rights of Shareholders

Shareholders Communications Strategy: The Board aims to ensure that Shareholders are informed of all major developments affecting
the Consolidated Entity’'s state of affairs. Information is communicated to Shareholders through:
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{i} the Annual Report distributed to all Shareholders {urdess a Shareholder has specifically requested not to receive the Report). The
Board ensures that the Annual Report includes relevant information about the operations of the Consdlidated Entity during the year,
changes in the state of affairs of the Consclidated Entity and detalls of future developments, in addition o the other disclosures required
by the Corporations Act 2001;

{ii} the Half-Yearly Report which contains summarised financial information and a review of the operations of the Conselidated Entity
during the pericd. Half-Year Financial Report prepared in accordance with the requirements of Accounting Standards and the
Corporations Act 2001 are lodged with the Australian Securities & Investments Commission and the Australian Stock Exchange. The
Half-Year Financial Repott is sent to any Shareholder who requests theim;

{iit) regular reports released through the ASX and the media;

{iv) proposed major changes in the Consoclidated Entity, which may impact on share ownership rights are submitted to a vote of
Shareholders, and

{v} the Board encourages full participation by Shareholders at the Annual General Meeting to ensure a high level of accountability and
denfification with the Consolidated Entity's strategy and goals. Imporiant issues are presented to the Shareholders as single
resolutions. The Shareholders are responsible for voting on the re-appointment of Non Executive Directors.

Further information concerning the Company and the full text of the various announcements and reports referred to above are avallable
on the Companys website: wwwimdex.comad., Further information can also be obtained by emalling the Company at
imdex{@imdex.com.au and Shareholders may register on the Company's website to receive automatic nofification of ASX
announcemernts.

The auditor is also invited fo the Company's Annual General Meetings and is available to answer Sharsholders questions concerning
the conduct of the audit.

The Company's Shareholder Communications Strategy is published on the Company's website.

{h) Principle 7: Recognise and manage risk

{i} Risk aversight and management policies

The Board has sought to mirimise the business’ risks by focusing on the Company's core business, making changes as outlined in the
Chairman’'s Report and the Managing Director's Report. The Board is responsible for ensuring that the Company's risk management

systems are adequate and operating effectively.

The Company does not have a separate infernal audit function and, given the Company's size, the Board does not intend to implement
such g function.

The Board believes that through the Board itself, the Audit Committee and the external auditors there is adequate oversight of the
Company's risk management and internal controls.

The risk management policy is published on the Company’s website.

{ii} Statement by the Managing Director and Group Financial Controller

The Managing Director and the Group Financial Controller have signed a declaration to the Board attesting to the fact that the integrity
of Financial Repoits are founded on & sound system of risk management and irdernal compliance and control which implements the
policies adopted by the Board, and that the system is operating efficiently and effectively in all material respects.

{iy Principle 8: Encourage anhanced performance

{i} Performance evaluation of the Board, its Committess, individual Directors and key executives

There is an informal process in place to enable the Chairman to discuss and evaluate with each Director their conttibution to the Board
arnd to enable that Director to comment on all facets of the operation of the Board. A formal performance evaluation of the Board was

not conducted during the year.

Given the Company's size, the Board considers that this process is adequate and does not enwvisage forming a Nomination Committee
to perform this function or to formalise the performance evaluation process.
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All other Executives, and all staff of the Company, are subject to formal annual reviews of their performance as set out in the Directors’
Report,

The description of the process for performance evaluation is published on the Company's website.

{iy Principle 9: Remunerate fairly and responsibiy
{i} Company’s remuneration policies

Defalls on the remuneration of Directors and Executives are set out in Note 30, The Company's remuneration policies are set out in the
Remuneration Report contained in the Directors Report.

{ii} Remuneration Committee

The Remuneration Committee consists of three Non Executive Directors and assists the Board in determining executive remuneration
policy, determining the remuneration of Executive Directors and reviewing and approving the remuneration of senior management.

The members of the Committee during the year and at the date of this Statement were:
Mr K A Dundo {Chaliman),
Me | F Burston; and,
M R W Kelly,
The experience and qualfications of sach committee member is sat out in the Directors’ Profiles in the first section of the Annual Report.
The Remuneration Committee Charter is published on the Company's website.
{iit) Non Executive Director’s remuneration
The terms and conditions governing the remuneration of Non Executive Director's are set out in their appointment letter.
All Non Executive Directors are remunerated by way of fixed cash fees. Non Executive Directors are not provided with retirement
benefits other than statutory superannuation. The maximum total remuneration payable to Non Executive Directors was approved by

Shareholders at the 2003 Annual General Mesting and is currently $300,000.

No Non Executive Director received options in the Company during the year.

{k} Principle 10: Recognise the legitimate interests of stakeholders
{i} Code of Conduct

As set out in Principle 3 above, the Company has developed and published fo its website a Code of Conduct.
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IMDEX LIMITED
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INCOME STATEMENT
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

Consaolidated Company
Year Ended Year Ended Year Ended Year Ended
36 June 2008 30 June 2005 30 June 2006 30 June 20085
Notes 8000 3000 $°000 8000

Revenue from sale of goads, rendering of services and operating P
lease rental 66,614 40,051 11,373 7,202
Other revenua from operations 2z 178 - B2 -
Total revenue 66,792 40 (51 11,481 7202
Chther incoms 2z 75 466 1.402 1,752
Share of losses of azsodiates socounted for using the equity
method 7 {301} - - -
Raw materials and consumables used 2z {32,778} {15,602} (4,415) (4,068)
Employee benefit expense {11,088) (6,85%9) (2,179 (1,368)
Depreciation and amortisation expense 2z {2,431} 1,380 (1,288} 481
Finance costs 2 {218} {4941 {40} {324}
Shange in fair value of investments held for trading 7 4,500 - 4109 -
fmpairment adjustment 2 {2,275) - (3,480} -
Other expenses 2 (10418} (7,167} (3,193) (1,739
Profit before income tax expense 11,864 5,005 2507 a75
fncome tax expense relating to ordinary activities 3 {3,880 (1,723 (1,325 {905
Profit from continuing operations 7,084 3,282 1,178 ol
Frofit from discontinued operations 28 - 8B40 - 200
Profit attributabie to ordinary equity hoiders of Imdex Limited 7,984 4,172 1,178 857
Earnings per share:
Basic earnings per share {cents) 18 .07 166
Giluted sarnings per share (cents) 18 5.85 3.66
Earnings per share from continuing operations:
Basic earnings per share from continging operations {cents) 18 8.07 258
Diluted sarnings per share from continuing operations (cents) 18 585 2.88
Dividends per ordinary share:
frterien dividend paid (cents) 19 1.00 -
Final dividend declared (cents} 18 1.04 -

The income Stalement should be read in confunction with the accompanying notas.
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BALANCE SHEET
AS AT 30 JUNE 2006

Current Assets

Cash and Cash Equivalents

Trade and Other Receivables

fnventaries

Other Financiat Assets

Mon Current Assets classified as held for sale
Total Current Assets

Non Current Assets

Other Finencial Assets
Froperty, Flant and Equipment
Goodwili

Oither Intangibie Assets
Deferrad Tax Assels

Total Nos: Current Assats
Total Aseets

Current Liabilities

Trade and Other Payabies
Borrowings

Currant Tax Payables
Frovisions

Liabiiities directly associated with Non Current Assets classified

as held for sale
Total Current Liahilities

Mon Current Liabilities
Borrowings

Deferred Tax Liabilities
Provisions

Total Non Current Liabitities
Total Liabilities

Met Assets

Equity

fesead Capital

Asget Revaluation Reserve

Foreign Currency Translation Reserve
Employes Equity-Settied Benefils Reserve
Retained Profits/(Accomulated Losses)
Total Equity

Notes

12

14

26

13

14

Consolidated Company
30 June 2006 30 June 2005 30 June 2006 36 June 2605
$00¢ $0006 $000 3000

6,421 103 2,003 98
18,758 13,918 5,502 4,554
9,707 7,030 1,081 23
4,512 18 4,504 3
- 5,453 - 5,453
39,438 27,522 13,080 12,028
124 1,475 2,286 2,984
9,967 5,890 4,088 2,047
1,006 - - -
1,313 12 - 12

- 515 - 224
13,310 7582 £,384 5,267
52,748 35.414 14474 17,288
13,629 7872 KRER 2,526
1,33 3,965 448 4,818
2,088 530 1,973 531
830 569 189 107

- 152 - 182
17,808 13,218 5771 7,062
1,503 2,883 220 4,172
458 . 1,038 -
226 2593 40 78
2,187 3,176 1,298 4,250
20,0895 16,354 7,065 12,242
32,653 14,020 12,405 5,084
26,4590 14,008 26,480 14,008
{454} - . -
105 48 105 485
8,552 (36) {14,180} {13,872}
32,653 14,020 12,405 5,084

The Balance Sheet showld be read in comjunction with the accompanying notes.
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STATEMENT OF CHANGES IN EQUITY
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

CONSOLIDATED

Baiance at 1 July 2004

Revaluation adjustment

Net income recognised directly in equity
Frofit for the pericd

Toisl recognised income and expense for

the period

Share based payments
Sancelfation of shares held by MrH H AL
herry on restructure of the RTEAmdex

Joint Wenture

Baiance at 3¢ June 2605

Exchange differences on translation of
forgign cperations after taxaticn

Met income recognised directly in eguity
Frofit for the pericd

Todsl recognised income and expense for

the period
Dividend paid

Share based payments
fssue of shares as part consideration for the
acquisition of Samchem

fesee of equity securiies for working capitat
Share issue costs (net of tax)

Options axpired

fesew of shares under staff option plan
Balance at 3¢ June 2608

COMPANY

Balance at 1 July 2004

Revaluation adjustment

Net income recognised directly in equity
Frofit for the pericd

Todsl recegnised income and expanse for

the period

Share based payments
Sancellation of shares hefd by MrH H AL
herry on restructure of the RTEAmdex

Joint Wenture

Balance at 30 June 2605
Frofit for the pericd
Total recognised income and expense for

the period
Dividend paid

Share based payments
fesue of shares as part consideration for the
acquisttion of Samchem

fesue of equity securiies for working capitat
Share issue costs (net of tax)

Options axpired

fesem of shares under staff option plan
Baiance at 3¢ June 2608

Notes

Notes

15
15
15
15

Ordinary Foreigs Employea Asset Retained Total
Shares Currency Equity-Settled Revaiuation Earsnings ! Attributable
Translation Benefits Reserve {Accumulated to Equity
Reserve Reserve Lossas) Holders of
the Entity
$600 000 $600 0006 $'oto $060
21,088 - - 8 {4,208) 16,858
- - - {8 - {8}
- - - 8 - {8}
B - - - 4,172 4172
- - - - 4,172 4172
- - 48 - - 48
{2 050 - - - - {2 050}
18,008 - 48 - [36) 18,020
- {494} - - - (A9}
- (494} - - - (494}
- - - - 7,884 7,984
- - - - 7,884 7,984
E - - - {1,398) {1,396)
- 58 - - 59
3592 - - - - 3592
3,200 - - - - 3,990
(112 - - - - (112}
1 - 43 - - -
1t - {1 - - 10
26,480 {494} 105 - £ 552 32,853
Ordinary Foreigs Employea Assget Retained Total
Shares Currency Equity-Settled Revaiuation Earnings { Attributable
Translation Benefits Reserve {Accumulated to Equity
Reserve Resarve Lossas) Holders of
the Entity
$600 000 $600 0006 $'oto $060
21,088 - - 8 (14,929 8,137
- - - {8 - {8}
- - - 8 - {8}
B B - - 957 957
- - - - 957 o457
E - 48 - E 48
{2 050 - - - - {2,050}
18,008 - 48 - (13,972) 5084
- - - - 1,178 1,178
- - - - 1,178 1,178
- - - - {1,398) {1,396)
- - 58 - - 59
3592 - - - - 3592
3,990 - - - - 3,990
(112 - - - - (112}
1 - 43 - - -
1t - {1 - - 10
26 450 - 1015 - {14 180} 12 405

The Statement of Changes in Cquily showld be read in confunction with the accompanying notas.
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CASH FLOW STATEMENT
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

Consaolidated Company
Year Ended Year Ended Year Ended Year Ended
36 June 2606 30 June 2005 30 June 2006 30 June 2005
Notes $'0o0 3000 $000 $99¢

Cash Flows From Gperating Activities
Receipts from customers 67,500 48 757 10,568 15,135
FPayments to suppliers and empioyees {55,635} {44,875} (16.207) (18,027)
Gther income - - 1,020 1.020
Gividend received - . 344 BB
fnterest and othar costs of finance paid {8) {351} - (351)
fncome fax paid {1,758} {2586) - -
Net cash provided by Operating Activities 10,674 3,155 1 ¥a8 485
Cash Flews From Investing Activities
fnterest and bill discounts received g7 16 B2 18
Payment for property, plant and squipment {8,730} (2,791 £3,303) {1,719)
Frocesds from sale of property, plant and equipment B52 B30 122 251
Fayments for intangible assets - {11 - {11
Proceeds from recaivable - RTEmdex Joint Venture 928 189 928 189
Procesds from sale of Imdex Minerals 26 8,271 - 68,271 -
Fayment for the scouisition of the business of Samchem 24 3o - 3011 -
Payment of deferred acquisiicn costs {350} {218} {380 ]
Met cash provided byf{used in) investing Activities {2,143} (21745 45 {1,488
Cash Flews From Financing Activities
Advances from Controlfed Entities - - 24358 8657
Frocesds from issue of equity securities 15 3,880 - 3,950 -
Payment for share issue costs 15 {112} - {113 -
Cash received on axercise of options 14 10 -
Dividend paid 18 {1,398) - {4,396) -
Hire purchase and lease payments {1,507} {1,286) {508) [387)
Procesds from borrowings 1,435 2478 548 1,682
Repayment of borrowings 13 {3,625} (1,075} {3 625 {1075
Met cash (used in¥provided by Financing Activities {1,205} 108 1,342 BT
Net Increase in Cash and Cash Eguivalents Held 5,726 1,088 37186 [148)
Cash and Cash Equivalents At The Beginning Of The Financial
Yoar 28 {a} {364) (1,453 {4.713) {1,567)
Efferts of exchange rate changes on the balance of cash and
cash equivalents held in foreign curencies 54 - - -
Cash and Cash Equivalents At The End Of The Financial
Year 28 {a} 5,421 {3643 2,003 {1,713

The Cash Flow Statemant should he read in conjunction with the sccompanying notas.
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NOTES TO THE FINANCIAL REPORT

1 Summary of Significant Accounting Policies

The financial report is a general purpose financial report which has been prepared in accordance with the Corporations Act 2001,
Accourting Standards and Urgent Issues Group Interpretations, and complies with other requirements of the law. Accounting Standards
include Australian equivalents to Infernational Financlal Reporting Standards (A-IFRS".

Compliance with the A-IFRS ensures that the consolidated financial statements and notes of the Consolidated Entity comply with
internationat Financlal Reporting Standards {'IFRS’). The parent entity financial statements and notes also comply with IFRS except for
the disclosure requirements in 1AS 32 ‘Financial Instruments: Disclosure and Presentation' as the Ausirslian equivalent Accounting
Standard, AASB 132 Financial Instruments: Disclosure and Presentation’ does not require such disclosures to be presented by the
parent entity where Hs separate financial statements are presented together with the consolidated financial statements of the
Consolidated Ertity.

The financial statements were authorised for issue by the directors on 25 August 2006.

{a} Basis of preparation

The Financial Report has been prepared on the basis of historical cost except for the revaluation of certain non-current assets and
financial instruments. Cost is based on the fair values of the consideration given in exchange for assets.

Iny the application of A-IFRS management s required to make judgments, estimates and assumptions about carrying values of assets
and liabilittes that are not readily apparent from other sources. The estimates and assoclated assumplions are based on historical
experience and various other factors that are believad to be reasonable under the clrcumstancs, the results of which form the basis of
making the judgments. Actual results may differ from these estimates. The estimates and underlying assumpfions are reviewed on an
angoing basis. Revisions to accounting estimates are recognised in the period in which the estimate is revised if the revision affects only
that period, or In the period of the revision and future perlods if the revision affects both currant and future periods.

Judgments made by management in the application of A-IFRS that have significant sffects on the financial statements and estimates
with a significant risk of material adjustments in the next year are disclosed, where applicable, in the relevant notes to the financial
statements.

Accourtting policies are selected and applied in a manner which ensures that the resulting financial information satisfies the concepts of
relevance and reliability, thereby ensuring that the substance of the underlying transactions or other events is reported.

The Conselidated Ertity changed is sceounting policies on 1 July 2005 to comply with A-IFR8. The transition to A-IFRS is accounted
for In accordance with Accounting Standard AASE 1 First-time Adoption of Australian Equivalents to International Financial Reporting
Standards’, with 1 July 2004 as the date of transition. An explanation of how the transition from superseded policies to A-IFRS has
affected the Company's and Consolidated Entity’s financlal position, financial performance and cash flows is discussed in note 33,

The Direclors have also elacted under s.334(5) of the Corporations Act 2001 fo apply Accounting Standard AASE 118 ‘Employee
Benefits’ {(December 2004}, even though the Standard is not required to be applied undit annual reporting periods beginning on or after 1
January 2006.

The accounting policies set out below have been applied in preparing the financial statements for the year ended 30 June 2008, the
comparative irformation presented in these financial statements for the year ended 30 June 2005, and in the preparation of the opening
A-IFRS balance sheet at 1 July 2004 {as disclosed in note 33), the Consolidated Entity's date of transition, except for the acoounting
policies in respect of financial instruments. The Consolidated Entity has not restated comparative information for financial instruments,
including derivatives, as permitted under the first-time adoption transitional provisions. Refer note 1 {x) and (v}

The folfowing significant accounting policies have been adopted in the preparation and presentation of the Financial Report:

{b} Cash and cash eguivalents

Cash and cash equivalents comprise cash on hand, cash in banks and investments in money market instruments, net of outstanding
bank overdrafts. Bank overdrafts are shown within borrowings in current Eabilities in the balance sheet.

{c) Goods and services tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax {G8T), except:

£} where the amount of GST incurred is not recoverable from the taxation authority, it I8 recogrised as part of the cost of
acquisition of an asset or as part of an item of expense; or
{ii} for recelvables and payables which are recognised inclusive of GBT.

The net amount of GST racoverable from, or payable fo, the faxation authority is included as part of receivables or payables. Cash
flows are included in the cash flow statement on a gross basis. The GST component of cash flows arising from investing and financing
activities which is recoverable from, or payable to, the taxation authority is classified as operating cash flows.
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(d) Goodwill

Goodwill, representing the excess of the cost of acquisition over the fair value of the identifiable assets, llabilities and contingent
liabilities acquired, is recognised as an asset and not amortised, but tested for impairment annually and whenever there is an indication
that the goodwill may be impaired. Any impairment is recognised immediately in profit or loss and is not subsequently reversed. Refer fo
note 1 {v).

(e} Nen-current assets held for sale

Non-current assets {and disposal groups) classified as held for sale are measured at the lower of carving amount and falr value less
costs to sell. Non-current assets and disposal groups are classified as held for sale if thelr carrying amount will be recovered through a
sale transaction rather than through continuing use. This condition {s regarded as met only when the sale is highly probable, the asset
{or disposal group} is available for immediate sale in its present condition and the sale of the asset (or disposal group) is expected fo be
completed within one year from the date of classification.

{(f) inventories

inventories are valued at the lower of cost and net realisable value. Costs, including an appropriate portion of fixed and varisble
overhead expenses, are assigned to inventory on hand by the method most appropriate to each particular cass of inventory, with the
majority being valued on a first in first out basis. Net realisable value represenis the estimated selling price less all estimated costs of
completion and costs to be incurred in marksting, selling and distribution.

{g) Payables

Trade payables and other accounts payable are recognised when the Consolidated Entity becomes obliged to make future paymenis
resulting from the purchase of goods and setvices.

(k) Borrowings

Borrowings are recorded initially at fair value, net of transaction costs.

Subsequent to initial recognition, borrowings are measured at amortised cost with any difference between the initial recognised amount
and the redemption value being recognised in profit and loss over the period of the borrowing using the effective interest rate method.

{iy Property, plant and aguipment

Land and buildings are stated at cost less accumulated depreciation and impalrment. Cost includes expenditure that s directly
attributable to the acquisition of the item. In the event that settlement of all or part of the purchase consideration is deferred, cost is
determined by discounting the amounts payable in the future to thelr present value as at the date of acquisition.

Plant and squipment, leasehold improvements and equipment under finance lease are stated at cost less accumulated depreciation and
impairment. Cost includes expenditure that is directly attributable to the scquisition of the item. In the event that settlement of alt or part
of the purchase consideration is deferred, cost is determined by discounting the amounts payable in the future to their present value as
at the date of acquisition.

Depreciation is provided on property, plant and equipment. Depreciation is calculated on a straight line basis so as to write off the net
cost or other revalued amount of sach asset over s expected useful iifs fo its estimated residual value. Leasehold improvements are
depreciated over the period of the lease or estimated useful life, whichever is the shorter, using the straight line method. The estimated
useful lives, residual values and depreciation method is reviewed at the end of each annual reporting period.

The annual depreciation rates used for each class of assets are as follows:

Freehold land: rit

Freshold bulidings: 5%

Plant and equipment: 16% to 40%

Equipment rented o third parties: 10% to 40%

Equipment under finance leasa: 13% to 22.5%
{iy Share-based payments

Equity-setiled share-based payments granted after 7 November 2002 that were unvested as of 1 January 2005, are measured at fair
value at the date of grant. Fair value is measurad by use of the Black-Scholes Model. The expected life used in the model has been
adjusted, based on management's best estimate, for the effects of non-fransferability, exercise resttictions, and behavioural
considerations. The fair value determined at the grant date of the squity-settied share-based payments is expensed on a straight-ine
basis over the vesting peried, based on the Consolidated Entity's estimate of shares that will eventually vest.
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{k} Principles of consolidation

The consolidated Financial Report is prepared by combining the financial statements of all the entities that comprise the Consolidated
Entity, being the company {the parent entity} and its subsidiaries as defined in Accounting Standard AASB 127 'Consolidated and
Separate Financial Statements'. Consistent accounting policies are employed in the preparation and presentation of the consolidated
financial staternents.

On acquisition, the assets, liabilities and contingent liabilities of a subsidiary are measured at their fair values at the date of acquisition.
Ay excess of the cost of acquisition over the fair values of the identifiable net assets acquired is recognised as goodwill. if, after
reassessment, the fair values of the idenfifiable net assefs acquired exceeds the cost of acquisition, the deficiency is credited fo profit
and loss in the period of acquisition. The interest of minority shareholders is stated at the minority’s proportion of the fair values of the
assets and liabilities recognised. The consolidated Financlal Report includes the information and results of esch subsidiary from the
date on which the company obtains control and until such time as the company ceases to control such entity. In preparing the
consolidated Financlal Report, all infercompany balances and transactions, and urrealised profits arising within the Consolidated Entity
are eliminated in full,

{1 Borrowing costs

Borrowing costs are expensed as incurred.

{rm) Foreign currency

£} Foreign currency transactions

Al foreign currency transactions during the financial year are brought to account Using the exchange rate in effect at the date of the
transaction. Foreign currency monetary items at reporting date are franslated at the exchange rate existing at reporting date.  Non-
monetary assefs and liabilities carried at fair value that are denominated in foreign currencies are translated at the rates prevailing at the
date when the fair value was determined. Exchange differences are recognised in profit or loss in the period in which they arise except
that: exchange differences on monetary items receivable from or payable to a foreign operation for which setflement is neither planned
or lkely to ocour, which form part of the net investment in & foreign operation, are recognised in the consolidated financial statements in
the foreign currency translation reserve and recognised in profit or boss on disposat of the net investment.

{iiy Eoretgn operations

On consolidation, the assets and liabilities of the Consolidated Entity’s overseas operations are fransiated at exchange rates prevailing
at the reporting date. Income and expense items are franslated at the average exchange rates for the period unless exchange rates
fluctuate significantly. Exchange differences arising, if any, are recognised in the foreign currency translation reserve, and recognised in
profit or loss on disposal of the foreign operation. The financial statements of foreign subsidiaries, associates and jointly controlled
entities that report in the currency of a hyperinflationary economy are restated in terms of the measuring unit current at the reporting
date before they are translated into Australian dollars. Goodwill and fair value adjustments arising on the acquisition of a foreign entity
on or after the date of transition to A-IFRS are treated as assets and liabilities of the foreign entity and translated at exchange rates
prevailing at the reporting date.

{rs) Financial assets

Investments are recognised and derecognised on frade date where purchase or sale of an investment is under a contract whose terms
require delivery of the investment within the timeframe established by the market concerned, and are initially measured at fair value, net
of transaction costs.

Subsequent to initial recognition, investments in subsidiaries are measured at cost. Subsequent to initial recognition, investments in
associates are accounted for under the equity method in the consclidated financial statements and the cost methed in the Company
financial statements,

Other financial assets are classified into the following specified categories: financial assels “at fair value through profit or loss’, 'held-to-
maturity’ investments, ‘avallable-for-sale’ financial assets, and ‘loans and receivables’. The classification depends on the nature and
purpose of the financial assels and is determined at the time of intial recognition.

{i} Financial assets at falr value through profit or loss

Financlal assets held for trading purposes are classified ag current assets and are stated at fair value, with any resultant gain or loss
recognised in profit or logs.

{iit} Held-to-maturity investments

Bills of exchange and debentures are recorded at amortised cost using the effective interest method less impairment, with revenue
recognised on an effective yield basis. The effective interest method is a method of calculating the amortised cost of a financial asset
and of allocating interest income over the relevant period.  The effective interest rate is the rate thaf exactly discounts esfimated future
cash receipts through the expected life of the financial asset, or, where appropriate, a shorter period.
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{ily Available-for-sale financlal assets

Certain shares held by the Consolidated Entity are classified as being available-for-sale and are stated at fair value less impairment.
Gaing and losses arising from changes in fair value are recognised directly in the available-for-sale revaluation reserve, until the
investment is dispesed of or is determined o be impaired, at which fime the cumulative gain or loss previously recognised in the
avalable-for-gale revaluation reserve is included in profit or loss for the pariod.

{iv) Loans and receivables
Trade receivables, loans, and other raceivables are recorded at amortised cost less impairment.

{0} Financial instruments issued by the company

£} Debt and equity instruments

Debt and equity instruments are classified as either liablliies or as equity in accordance with the substance of the contractual
arrangement.

{ii} Transaction costs on the issue of equity instruments

Transaction costs arising on the issue of equity instruments are recognised directly in equity as a reduction of the proceeds of the equity
instruments to which the costs relate. Transaction costs are the costs that are incurred directly in connection with the ssue of those
equity insfruments and which would not have been incurred had those instruments not been issued.

¢ty interest and dividends

interast and dividends are classified as expensss or as distributions of profit consistent with the balance sheet classification of the
refated debt or equity insfruments or component parts of compound instruments.

{p} intangible assets

{i} Patents

Patents are recorded at cost less accumulated amortisation and impairment. Amortisation is charged on a straight line basis over thelr
estimated useful lives of 20 years. The estimated useful life and amortisation method is reviewed at the end of sach annual reporting
pariod.

{ii} Intangible assets acquired in a business combination

All poterttial intangible assets acquired in a business combination are identified and recognised separately from goodwill where they
satisfy the definition of an intangible asset and their fair value can be measurad reliably.

{q) Faxation

{i} Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the taxable profit or tax loss
for the period. It is calculated using tax rates and tax laws that have been enacted or substantively enacted by reporting date. Current
tax for current and prior periods is recognised as a iability {or assef) fo the extent that it Is unpaid {or refundable).

{iit} Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet Hability method in respect of temporary differences arising from
differences between the carrying amount of assets and liabilities in the Financial Report and the corresponding tax base of those items.

Iny principle, deferred tax Habilities are recognised for all taxable temporary differences. Deferred tax assets are recognised to the extent
that it is probable that sufficient taxable amounts will be available against which deductible temporary differences or unused tax losses
and tax offsets can be ufilised. However, deferred tax assels and liabilities are not recognised if the temporary differences giving rise to
them arise from the initial recognition of assets and liabiliies {other than as a result of a business combination) that affects neither
taxable income nor accounting profit.  Furthermore, a deferred tax liability is not recognised in relation to taxable temporary differences
arising from goodwill.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries, branches, associates and
joint veniures except where the Consolidated Endity is able {o conirol the reversal of the temporary differences and it is probable that the
temporary differences will not reverse in the foresesable future. Deferred tax assets arising from deductible temporary differences
associated with these investments and interests are only recognised to the exdent that it is probable that there will be sufficlent taxable
profits against which to utllise the benefits of the temporary differences and they are expected to reverse in the foreseeable future.

Deforred tax assets and liabllities are measured at the tax rates that are expected to apply to the period{s) when the asset and liablity
giving rise to them are realised or seltled, based on tax rates (and tax laws) that have been enacted or substantively enacted by
reporting date. The measurement of deferred fax liabilities and assets reflects the tax consequences that would follow from the manner
in which the Consolidated Entity expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities.

Deferred fax assets and Habiliies are offsel when they relate fo income taxes levied by the same taxation awthority and the
Company/Consolidated Entity intends o settie its current tax assets and lisbilities on a net basis.
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(il Current and deferred tax for the period.

Current and deferred tax is recognised as an expense of income in the income statement, except when it relates to items credited or
debited directly fo equity, in which case the deferred tax is also recognised directly in equity, or where it arises from the initlal accounting
for a business combination, in which case it is taken into account in the determination of goodwill or excess.

{iv) Tax consolidation

The Company and all #s wholly-owned Australian resident entities are part of a tax consolidated group under Australian taxation law.
imdex Limited is the head entity in the fax-consolidated group. Tax expensefincome, deferred tax liabilittes and deferred tax assets
arising from termporary differences of the members of the tax consolidated group are recognised in the separate financial statements of
the members of the tax-consolidated group using the ‘separate taxpayer within group” approach. Current fax liabilities and assets and
deferred tax assets arising from unused tax losses and tax credits of the members of the tax-consolidated group are recognised by the
Company {as head entity in the tax-consolidated group).

{ri Leased assets

Leases are classified as finance leases whenever the terms of the lease transfer substantially alf the risks and rewards of ownership to
the lessee. All other leases are classified as operating leases.

£} Consolidated Entity as Lesgor

Amounts due from lessees under finance leases are recorded as receivables. Finance lease receivables are initially recognised at
amounts equal to the present value of the minimum lease payments receivable plus the present value of any unguaranteed residual
value expected o accrue at the end of the lease term. Finance lease payments are allocated between interest revenue and reduction of
the {ease receivable over the term of the lease in order o reflect a constant periodic rate of retum on the net investment outstanding in
respact of the lease.

Rental income from operating leases is recognised on a straight line basis over the term of the relevant lease.
{if} Consolidated Entity as Lessee

Assets held under finance leases are inifially recognised at thelr fair value or, if lower, at amounts equal to the present value of the
minimum lease payments, each determined at the inception of the lease. The corresponding liability to the lessor is included in the
balance sheet as a finance lease obligation.

Lease paymenis are apportioned between finance charges and reduction of the lease obligation so as to achieve a constant rate of
interest on the remaining balance of the lability. Finance charges are charged directly against income, urdess they are directly
attributable to qualifying assets, in which case they are capitalised in accordance with the Consolidated Endity's general policy on
borrowing costs.

Finance leased assets are amortised on a straight Ene basis over the estimated useful life of the asset.

Operating lease paymertds are recognised as an expense on a straight-line basis over the lease {erm, except where another systematic
basks s more reprasentative of the time pattern In which economic benefits from the leased asset are consumed.

in the event that lease incentives are received to enter into operating leases, such incentives are recognised as a liabllity. The
aggregate benefits of incentives are recognised as a reduction of remtal expense on a straight-line basis, except where another
systematic basis is more representative of the time pattern in which economic benefits from the leased asset are consumed.

(s} Revenue

£} Sale of goods

Revenue from the sale of goods is recognised when the Consolidated Entity has transferred 1o the buyer the significant risks and
rewards of ownership of the goods.

{ii} Rendering of services

Revenue from a coniract fo provide services is recognised by reference to the stage of completion of the contract.

(il Royalties

Royalty revenue is recogised on an acorual basis in accordance with the substance of the relevant agreement.

{iv} Dividend and interest revenue

Dividend revenue I8 recognised on a receivable basis. Interest revenue is recognised on a fime proportionate basis that takes into
account the effective vield on the financial asset.
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{t) Employee benefits

£ Provisions
Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave, long service leave, and sick leave
when it is probable that settlement will be required and they are capable of being measured reliably.

Provisions made in respect of employee benefits expecied to be setifed within 12 months, are measured at their nominal values using
the remuneration rate expected to apply at the time of settlement.

Provisions made in respect of employse benefits which are not expected o be settled within 12 months are measured as the present
value of the estimated fulure cash cutflows to be made by the Consolidated Entity in respect of services provided by employess up o
reporting date.

{ii} Defined contribution plans
Contributions to defined confribution superannuation plans are expensed when incurred.

{u} Govarnment grants

Government grarts are assistance by the government in the form of transfers of resources to the Consolidated Entity in return for past
compliance with cettain conditions relating to the operating aclivities of the entity. Government grants include government assistance
where there are no conditions specifically relating to the operating activities of the Consolidated Entity other than the requirement to
operate in ceftain regions or industty sectors.

Government grants that are receivable as compensation for expenses or losses already incurred or for the purpose of giving immediate
financial support to the Consolidated Entity with no future related costs are recognised as income of the period in which it becomes
receivable.

{v) Impairment of assets

At each reporting date, the Consolidated Entity reviews the carrying amounts of its tangible and intangible assets to determine whether
there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment loss (if any). Where the asset does not generate cash flows that
are independent from other assets, the Consolidated Entity estimates the recoverable amount of the cash-generating unit to which the
asset belongs.

Goodwill, intangible assets with indefinite useful lives and intangible assets not yet avallable for use are tested for impairment annually
and whenever there is an indication that the asset may be impaired. An impairment of goodwill is not subsequently reversed,

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future cash
flows are discounted o their present value using a pre-tax discourt rate that reflects current market assessments of the time value of
money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted. if the recoverable
amount of an asset {or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the asset (cash-
generating unit) is reduced to its recoverable amourt.

An impainment loss is recognised in profit or loss immediately, unless the relevant asset s carried at fair value, in which case the
impairment foss is treated ag a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased fo the revised
estimate of its recoverable amount, but only o the extent that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognised for the asset (cash-generating unit) in prior years. A reversal of
an impairment loss I8 recognised in profit or loss immediately, unfess the relevant asset is carried at fair value, in which case the
reversal of the impairment loss is treated as a revaluation increase.

{w) Provisions

Provisions are recognised when the Consolidated Entity has a present obligation, the future sacrifice of economic benefits is probable,
and the amount of the provision can be measured reliably.

The amount recognised as a provision Is the best estimate of the consideration required fo setle the present obligation at reporting
date, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured using the cashflows
estimated to setiie the present obligation, its carrying amount is the present value of those cashflows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, the receivable
i recognised as an asset if i s virtually certain that recovery will be received and the amount of the receivable can be measured
refiably.

Page 27 of 68



IMDEX LIMITED

antl its controfled entifies
NOTES TO THE FINANCIAL REPORT

{x} Comparative information - financial instruments

The consolidated entity has elected not to restate comparative information for financial instruments within the scope of Accounting
Standards AASB 132 ‘Financial instruments: Disclosure and Presentation’” and AASE 138 Financial Instruments: Recognition and
Measurement, as permitted on the first-time adopfion of A-IFRS.

The accounting policies applied to accounting for financial instruments in the current financial year are detalled in notes 1{a} to {w}. The
following accounting policies were applied to accounting for financial instruments in the comparative financial year:

{i} Accounts payable

Trade payables and other accounts payable are recognised when the Consolidated Entity becomes obliged to make future paymenis
resulting from the purchase of goods and setvices.

{ii} Financial instruments issued by the company
Debt and equity instruments

Debt and equity instruments are classified as either liabilities or as equity in accordance with the substance of the contractual
arrangement.

Trarssaction costs on the issue of equily Instruments

Transaction costs arising on the issue of equity instruments are recognised directly in equity as a reduction of the proceeds of the equity
instrumenis to which the costs relate. Transaction costs are the cests that are incurred directly in connection with the issue of those
equity instruments and which would not have been incurred had those instruments not been issued.

Interest and dividends

Interast and dividends are classified as sxpenses or as distributions of profit consistent with the balance sheaet classification of the
related debt or equity insfruments or component parts of compound instruments.

{iity Borrowings

Debentures, bank loans and other loans are recorded at an amount equal to the net proceeds received. Interest expense is recognised
on an accrual basis.

Ancillary costs incurred in connaction with the arrangement of borrowings are deferred and amortised over the petiod of the bortowing.
{iv) Investments
Investments other than invesiments in subsidiaries, assotiates and joint venture entities are recorded at cost.

Dividend revenue I8 recognised on a receivable basis. Interest revenue is recognised on a fime proportionate basis that takes into
account the effective vield on the financial asset.

{v} Receivables

Trade receivables and other receivables are recorded at amounts due less any allowance for doubtful debits.

{v} Effect of changing the accounting policies for financial instruments

The effect of changes in the accounting policies for financial instruments on the balance sheet as at 1 January 2005 as detailed in note
H{x} is il
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[F4] Australian Accounting Standards not yat effective

Australian Accounting Standards that have recently been issued or amended but are not yet effective have not been adopted for the

annual reporting period ended 30 June 2006:

Affected Standards

Nature of change to
accounting policy

Application date
of standard*

Application date

AASE138: Financial instruments: Recognition and
Measurement

AASE 1: First time adoption of AIFRS

AASEB13S: Financial instruments: Recognition and
Measuremert

AASE 3: Business Combinations

AASE 132: Financial instruments: Disclosurs and
Prasentation

AASDE101: Presentation of Financial Statements
AASB114: SBegment reporting

AASDB117: Leases

AASB133: Earnings per Share

AASB13D: Financial instruments: Recognition and
Meastirement

UG 4 Determining whether an Arrangement
contains & lease

tHG 8 Scope of AASE 2

AASBT Financidl Instruments: Disclosures

A project team has been formed
to assess the impact of these
new standards. A final
assessment has not been made
on the expected impact of these
standards, howsever, His
expected that that there will be
no gignificant changes in the
Group’s accounting policies.

1 January 2006

1 July 2006

1 January 2007

1 July 2007

* - reporting petiod commences on or after

The folfowing amendments are not applicable to the Group and therefore have no impact:

Affected Standards

Comment

AASB1023: General Insurance Contracts
AASD1028: Life Insurance Confracts
AASB4: Insurance Contracts

UIG 5 Rights to Interests arising from Decommissioning,
Restoration and Environmenial Rehabititation Funds
UIG 7 Applying the Restatement Approach under AASB129

Financial Reporting in Hyperinflationary Economies

These standards are not applicable to the Consolidated Enfity.
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2 Profit from Operations

Censolidated Company
2006 2005 2006 2005
$0006 $0006 $000 $'000
{a) Revenue from cperations
Ravenue from continuing and discontinued operations consisted of the folfowing iterns:
Revenue from continuing operations
Ravenue from the sale of goods 47,251 30,372 5,855 7.202
Revenue from the rendering of services 13,843 46573 - -
Operating lpase rental revenue 5,520 - 5520 -
Cither operating revenue 178 - B2 -
66,702 41,051 11,461 7,202
Revenue from discontinued operations
Ravenue from the saie of goods - 8,784 - 8,784
56,702 46,835 11,461 13,8685

{t) Profit before income tax

Other than as disclosed on the face of the income statement, profit before income tax has been arrived at after crediting / {charging) the foliowing

gaing and fosses from continuing and discontinued cperations:

Grants received for the development of export markets - i - -
Gain/floss) on disposal of property, plant and eguipment 76 3584 3B 44
Farsign exchangs gain/icss) {158} {545 533 {8}
51 377 571 38
Gains attributable ta:
Continuing operations 78 451 571 50
Discontinued cperations - - - -
75 451 571 50
Lasses attributable to:
Continuing operations {18) 72y - -
Discontinued cparations - {124 - {12}
(15} (B4 - {12}
51 377 571 35

Profit before income tax has been arrived at after charging the foliowing llems of income and expense. The line items below combine amounts

atiributable fo both continuing and discontinued operations:

Other income

Grants received for the development of export markets - i - -
Gain/(loss) on disposal of property, plant and equipment 78 354 3B 44
hWanagement fees from Controlied Entities - - 1.020 1.020
Dividends from Controlied Entities - - 344 BB
Cther revenue - 5 - -
75 456 1,402 1,752
Depreciation and amortisation of Non Current Assats
Dapreciation of property, plant and equipment 2,431 1,648 1,288 Fittd
Finance costs
Hire purchase liabilities 210 194 40 28
frterest on loans - 335 - 333
Cther G - - -
216 528 40 358
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2 Profit from Operations (continued)

{b) Profit before income tax {tontinued)

Censolidated

2006 2005
$'000 $'000

Company

2006
$'006

2005
$'000

Profit before income tax has been arrived at after charging the foliowing llems of income and expense. The iine items below combine amounts

atirbetable fo both continuing and discontinued operations:

Other expenses
Commissions
Communicaticn
Consultancy faes

Electricity

Farsign exchangs (gamiicss
Fraight

Hire of plant and equiprment
fnsurance

Cither expenses

Legal and professional fees
Rant and premises costs
Repairs and maintenance
Travel and accommodation
Vehicle expenses

Employee benefits expense
Dafined contribution superannuation costs
Fost-smployment benefits other than superannuation

Equity-settied Share Based Payments
Employee benefit expense
Consuitancy exXpenses

Cost of sales
Bad debts written off - trade debtors
Operating lease rental expense {minimum leass payments}

Impairment adjustment
Raceivable due from Rashid Trading Enterprise
fnvestment in RTE/Imdex Joint Vanture

3 Income Taxes

{a} Income tax recognised in the income statement

Tax expanse comprises:

Curent tax expense

Deferred tax expense refating to the origination and reversal
of temporary differences

(Overyunder provision per prior year

Total tax expense

Attributable to:
Continuing operaticns
Biscontinued cperations

1,243 726 24 120
503 320 136 122
626 5% 141 304
51 377 13 362
{15} {843 533 {&)
661 518 221 305
188 811 7 168
265 280 6 a9
1,857 2,192 560 714
316 304 246 287
1,275 1,013 306 x|
1,087 264 553 586
1,215 988 216 122
1,057 748 165 211
10,413 9.817 3,193 3,725
2488 §12 5% 224
2488 §12 5% 224
54 23 5% 23
- 25 - 25
54 48 5% 48
32,775 23,180 4,415 7,832
2 O 2 2
1,443 715 312 278
875 - 875 B
1,400 - 2,585 -
2,275 - 3,460 -
Censolidated Cempany
2006 2065 2606 2005
$ac60 3000 3000 $'000
2835 1,034 153 &)
1,430 52 1,564 53
{385) (211} (388) 1]
3,880 575 1,329 £1
3,880 1,723 1,329 908
. {548} - {848}
3,880 575 1,329 £1
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3 Income Taxes (continued)

Censolidated Cempany
20066 2065 2606 2005
$ac60 3000 3000 $'000

The prima facie income tax expense on pre-tax accounting
profit from operations reconciles fo the income tax expanse in
the financial statements as follows:
Frofit from continuing cperations 11,8584 5,005 2,507 978
Frofit from discontinued operaticas - 42 - 42
Frofit from operations 11.854 5047 %50? 1,018
fncome (ax expense caloulated at 30% 3,559 1,514 752 305
Tax benefit of losses transferred to a controlied entity - - - 389
Mon-deductible expenses and capital proceeds relating to the
investment in the RTE/lmdex Joint Venture 4 - 9 379
frpatrmeant of investment in RTEIimdex Joint Venture 420 - 77g -
frtercompany dividends received - - {103 {208}
Bad debts 283 {BY8) 283 {878}
Recoverable amount adjustment - property, piant and
aquipment - 479 . .
Deductible share raising costs . (13) . {13)
Mon-deductible expanses 20 58 20 43
Temporary differences not previously brought to account - 24 - 24
Tax rate differential arising from foreign entities %) . . -
[Ower) J under provision of prioy year income tax {385) {2113 [(388) i3

3,880 B75 1,328 5]

The 1ax rate used in the sbave reconciliation s the corporate tax rate of 30% payable by Australian corporate entities on taxable profits under
Austratian faw. There has been no change in the corporate tax rate when compared with the previoos reporting period.

{h) Income tax recognised directly in equity

The foilowing current and deferred amounts were charged directly to equity during the period:

Cugrent tax: Share issue expenses 48 - 48 -
Deferred tax: Translation of foreign operations 212 - - -
260 - 48 -

{g) Current tax assets and liabilities

Cuarent tax payable 2,058 530 1,873 531
{d) Deferred tax balances
Deferred tax assets comprise:
Provisions 455 460 183 71
Property, plant and eguipment - - - 119
Accruals 262 89 a0 34
Foralgn currancy translation reserves 212 - - -
Share iss0e expenses i3 - 38 -
957 558 281 224
Deferrad tax liabiities comprise:
Property, plant and equipment {148) (44 £54) -
Intedlectual property 19 - - -
Hedd for trading financial assets (1,260} - {1,260) -
(1.425) [44) {1,319) -
Met deferred tax balances {458) 515 {1,038 224

There are no enrecognised deferred tax balances.
Tax Consolidation

Relevance of tax consolidation o the consolidatad entity

Legislation to allow groups, comprising a parent entity and its Australian resident whoily-owned entities, to eiect to consolidate and be treated as
a single entity for income tax purposes was substantively enacted on 21 October 2002, The Company and its wholfy-owned Australian resident
aentities are eligible to conscfidate for tax purposes under this legisliation and have slected to be taxed as a single entity from 1 July 2003, The
head entity in the {ax consclidated group for the purposes of the tax consolidation system is Imdex Limited.

Nature of tax funding arrangemants and tax sharing agreements

Entities within the tax-consclidated group have entered into a tax-sharing agreement with the head entity. Under the terms of this agreament,
fmdex Limited and @ach of the entities in the tax consolidated group has agreed to pay & tax equivalent payment to or from the head entity,
based on the net accounting profit or loss of the entity and the current tax rate. Such amounts are reflected in amounts receivable from or
payable to other entities in the tax consolidated group.
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4 Remuneration of Auditors

Consolidated Company
2606 2008 2006 2005
$ 5 $ 5
Auditer of the parant entity - Delcitte Touche Tohmatsu
Audit or review of the financial report 122,180 83,206 122,140 83,206
Taxation services 24 182 B2.326 24,182 B2,326
Other non-audit services: Other consulting services 9,850 27,300 9,850 21,300
Cther non-audit services: A-IFRS sssistance 35,439 12 500 35,4358 12,500
191,661 205,332 181,661 205,332
Cther auditors - Moore Stephens
Audit or review of the financial report 27 501 - - -
Cther non-audit services: Accounting assistance and taxation
advice 14,462 - - -
233,624 205,332 181,661 205,332
5  Trade and Other Receivables
Censolidated Company
2006 2605 2966 2005
Nates $0006 8000 $ooo $0006
Current
Trade receivables {i} 18,860 11,871 3,267 2,744
Aliowance for doubifud debts {306) £3873) {1143 {113
18,354 11,488 3,153 2,631
Loans to Controlied Entities {il} - - 2,349 -
Bue from Quadripart Investment Holdings {Pty) Ltd 27 444 - - -
Do from Rashid Trading Establishment 2 - 1,768 - 1,768
Other receivables - 663 - 156
frdex Minerals receivables classified ag heid for sale 28 - {2} - (2
18,798 13,818 5,502 4,554

(i} The average credit pericd on sales of goods is 80 days. Trade recelvables are interest free. An allowance has been made for estimated
irracoverable amounte from the sale of goods, determined by reference to past default experience. The movement in the aliowance was
recognised in the income statement for the current year.

(1Y Loans to Controfled Entities have no specific terms or conditicns.

6 Inventories

Consolidated Company
2966 2005 2066 2005
$ 600 $000 $'eoo $'000
Current
Raw materials - at cost 421 1,070 - 1,070
Finished goods - at cost 9. 2RY 7,288 1081 1,178
8707 8,358 1,084 2,248
frdex Minerals classified a2s held for zale - {1,326} - {1,328}
9707 7,030 1,081 923
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7 Other Current Financial Assets

Consolidated Company
2006 2605 2066 2005
Nates $0006 8000 $ooo $0006
At fair vaiue
Held for Trading: Shares fi} 4,500 - 4,500 -
At amortised cost {305: cost)
Frepayments 12 15 4 3
4,512 15 4,504 3

(i) The Consolidated Entity holds an investment of 15 million shares (2005 nil) in Sino Gas & Energy Limited, an energy company operating in
Ching. The difference between the previous carrying valee {consolidated: nif under the equity method; company. 3301 and fair value
(consolidated and company: $4.5miliion) at year end has been recognised as a change in fair value on the face of the income statement. These
shares are classified as hekd for trading as it is the inteation of the Company to dispose of this investment 88 soon 28 it is practicable.

The fair value of this non-listed investment has been determined using the Directors’ best estimmate. The Directors have estimated the fair market
value by having regard to share placements previously made by Since Gas and Energy Limited, the results of exploration activily o date,
discissions with potential invesiors and having regard to the fact that Sino is an uniisted entity and the shares held in Sino can not be readily
traded on any share market.

8 Other Non-Current Financial Assets

Consolidated Company
20608 2008 2066 2605
Notes 3000 $0006 oo 3000
At amaortised cost (2005: cost)

fnvestments in Controlied Entities - - 2172 324
fnvestment in othar entities - RTE [ Imdex Joint Venture fi} - 1,400 - 2,585
Daferred acouisition costs 124 75 124 15
124 1,475 2,206 2,584

(i) At the Annual General Meeting on 8 November 2004, Shareholders approved the re-structure of the investment in fmdex Arabia and the RTE
fmdex Joint Venture. The main cutcomes of the re-structure wers:

- The canceliation of 10,000,000 shares in imdex Limited heid by Mr H H Al-Merry on 23 Movember 2004, Refer Note 15,

- That RTE pay fo imdex Limited, 3US 1.5 million net; and

- That, on the completion of the re-strocture, the Company’s interest in Imdex Arebia and the RTE J imdex Joint Venture wodid be reduced from
A9% to 20%.

fn relation to the US%1.5 million due from Rashid Trading Establishment (RTE), in February 2005, a further binding agreement, including a
promissary note and perscnal guarantee from My H H Al-Merry {the principal of RTE and a Director of imdex} was reached with RTE which
reqeired RTE to pay US$100,000 per month to imdex with the entire amount to be paid by 31 December 2005, As at 30 June 2008, RTE has
paid USEBE0,000 of the total of USE1 Smillion due to Imdex. Accordingly, the amount due from RTE at 30 June 2008 is USES50,000
[AUDEE7YS,854).

The Directors have determined that due toc ongoing recovery difficuities, the batance of the receivable {consolidated and company: $875k) and
the investment in the Joint Venture {consclidated: $1.4million; company: §2.588miilion} have become impaired. The impairment adjustment is
shown an the face of the income statement. Refer aiso note 2.

Page 34 of B8



IMDEX LIMITED

and its controffed entifies

NOTES TO THE FINANCIAL REPORT

9 Property, Plant and Equipment

Consolidated

Gross Carrying Value
Balance at 30 June 2004
Additions

Disposals

Transfer

Classified as held for sale
Other

Balance at 30 June 2005
Additions

Purchase of business
Disposals

fmpact of exchange rate changes
Transfer

Balance at 30 June 2005

Accumulated Depresiation
Balance at 30 June 2004
Disposals

Depreciation expense
Classified as held for sale
Transfer

Balance at 30 June 2005
Disposals

FPurchase of business
Depreciation expense
fmpact of exchange rate changes
Transfer

Balance at 30 Juna 2008

Met Book Value
As at 30 June 2005
As at 30 June 2008

Company

Gross Carrying Value
Balance at 30 June 2004
Additions

Disposals

Transfer

Classified as held for sale
Other

Balance at 30 June 2005
Additions

Disposals

Transfer

Balance at 30 June 2005

Accumulated Depreciation
Balance at 30 June 2004
Disposals

Depreciation expense
Classified as held for sale
Transfer

Balance at 30 June 2005
Disposals

Depreciation expense
Transfer

Balance at 30 Jure 2008

Met Book Value
As at 30 June 2005
As at 30 June 2008

Freshokd Land Frashofd Plant and Enquipment Equipment  Capital works TOTAL
at cost i) Buiidings at  Equipment at Ranted to upder fire  in progress at
cost (i) cost Third Parties  purchase at cost
at cost Gost
600 3000 $000 5 oo0 8000 $0006 $'0o0

875 3,278 11,2683 622 5,043 - 21,161
- - 874 686 BY9 353 2,192
- {584) {43 {1,112} - {1,739
- - 428 - {443} - {19

(875 {3,278) {5,755} - - - {0,008)
- - {32} - - - 32
- E §,222 1,245 4,437 353 12,257
- - 3,006 3,180 574 - 6,730
- - 418 - - - 415
- - {54} {1,052} - {1,106)
- - {11} - - - 1
- - 966 1,245 {2,022} {189 -
B E 14,485 5540 1837 64 18226
- 744 7,532 370 1,744 - 10,380
- - {1003 5 {8743 - (869)
- 98 854 207 887 - 1,648
- {842} {3,941} - - - {4, 7833
- - 888 {383 {8673 - {17}
- E 4,843 534 830 - 8,367
- - []] - {5213 - (530}
- - 748 1,058 §27 - 2,434
- - 9) . - - (9)
- - {6123 533 78 - -
N - 5,059 2125 1,075 N 8,259
- - 1,273 711 3,547 353 5,890
- > BAT0 RESE Bor oA BOeT

875 3,278 5,786 622 1,597 - 12,138
- - 451 666 304 288 1,219
- {3843 {43 (99 - (526)
- - 431 - {4413 - {14y

[(875) {3.278) {5,755} - - - {3,908)
- - {22} - - - {32}
- E 477 1,245 1,381 288 3,381
- - a5 3,180 147 - 3383
- - - - (84) - {84;
- - §13 1,245 {1,376} {3003 182
- - T.156 5,840 48 3] 6,872
- 744 4,678 370 518 - 5,709
- . - {5 {3143 - (319)
- 98 225 207 207 - 737
- {842} {3,941} - - - {4, 783)
- - 38 {383 {8} - {14}
- E 388 534 404 - 1,334
- - 104 1,058 106 B 1,268
- - 138 533 {485 - 182
- - i 2125 Lk - s
- - a1 711 a57 288 2047
. ” s T g ] oy
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9 Property, Plant and Equipment (continued)

(i) Land and budldings jocated st ¥-15 Spencer Street, Jandakot, Western Australia and 1 Tichbourne Street, Jandakot, Western Australia, were
independantly valued in January 2008 by T & Anderson FAP| {Certified Practising Valuer -~ Reg No471}, of Jones Lang LaSalle, on the basis of
existing use at $3,900,000. Land and buildings were sold on 1 July 2005, Refer note 28,

Aggregate depreciation  allocated, whether recognised as an
expense or capitalised Bs part of the carrving amount of other

assets during the yean

Freshold Buildings
Flant and Equipment
Equipment under hire purchase

10 Goodwill

Gross Carrying Amount

Balance at beginning of the financial year
Recognised from acquisitions during the year
Effect of foreign exchange movements
Balance at end of the financial year

Accumulated impairment Losses
Balance at beginning of the financial year
fmpairment {osses for the year

Balance at end of the financial year

Met Book Value

At the beginning of the financial year
At the end of the financial year

Motes

{H

Consolidated Company
2006 2605 2006 2065
5 oo0 8000 $0006 $'0o0
- 98 - 48
1,804 BE1 1,162 432
27 887 108 207
2431 1,648 1,268 737
Coensclidated Company
2006 20605 2006 2005
yooo 8000 $000 $ac0
24492 - - -
(586}
1,906 - - -
1,906 - E -

(i) Goodwill arose during the year on the acquisition by Samchem Drifling Fluids & Chemicafs {Pty) Ltd, a wholly owned subsidiary of Imdex
Limited, of the business of 34 Mud Services (Pty) Lid and 2 range of cfay and cement chemical additive inventory items effective 1 August 2005

Refer note 24,

Samchem Driting Fluids & Chemciats (Pty} Lid is considered to be a separate cash generating unit since it operates independently from other

fmdex operations in a separate gecgraphical area.

The recoverable amount of this goodwill has been determined based on a valee in use calculation which uses a 5 year discounted cash fow
projection based on the 2007 bedget. The projection assemes no additional growth in the business. A discount rate of 8.25% has been used.
Management believe that any reasonably possible change in the Key assumptions on which recoverable amount is based would not cause the

carrying amount to excesd its recoverable amount.
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11 Other Infangibles

Patent Costs

Balance at beginring of the financial vear

Additions
Written off

Balance at end of the financial year

Inteilectizal Proparty

Balance at beginring of the financial year
Recognised from acquisitions during the year
Effect of foreinn exchange movements
Balance at end of the financial year

Accumulated impairment Losses
Balance at beginning of the financial vear

fmpairment losses for the year

Balance at end of the financial year

Met Book Value

At the beginning of the financial year

At the end of the financial year

{H

Coensoclidated Company

2006 20605 2006 2005
$ 600 3000 $000 $ac0

12 - 12 -

- 12 - 12

{123 - {12} -

- 12 - 12

1,437 - - -

(1243
1,313 - . B
12 - 12 -
1,313 12 - 12

(i) Inteflectual Property arose during the year on the acquisition by Samchem Driliing Fiulds & Chemicals {Pty) Ltd, a wholly owned subsidiary of
fmdex Limited, of the business of SA Mud Services [Pty) Ltd and a range of clay and cement chemical additive inventory items effective 1

August 2005 Refer note 24,

frteliactuaf Property has an indefinite fife due to the uniqueness of the manufacturing processes and products, high cost barlers to entry and the
dominant market share held. intellectieal Property is therefore subjected to annual impairment testing.

The recoverable amount has been determined based on a2 value in use calculation which vses 8 5 year discounted cash flow projection based on
the 2007 budget. The projection assumes no additional growth in the bosiness. A discount rate of 8.25% has been used. Managament believe
that any reascnably possible change in the key assumptions on which recoverable amcent is based would not cause the carrying amount to

excead its recoverable emount.

12 Trade and Other Payables

Trade payables
Accruals and other payables

Notes

Consoiidated Company
2606 2005 2006 2605
$'000 $'006 5600 $'000
11,280 8,765 2202 2,208
2,349 1,177 el 318
13,628 7,972 3,111 2,528

(i) Trade payabies are interest free for pericds ranging from 30 to 180 days. Thereafier interest is charged at commercial rates. The consolidated
antity has financial risk management policies in place to ensure that afl pavables are paid within the credit imeframe.
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13 Borrowings

Current borrowings

Sacured
At amortised cost
Bank overdraft
Banrk loan
Hire purchase Habilities

Imdex Minerals hire purchase liabilities reciassified as
discontineed operaticns

Mos-current horrowings

Unsecured
At amortised cost
Loans from Controfled Entities

Sacured
At amortised cost
Banrk loan
Hire purchase Habilities

Notes

(i
(Hy 22

(31}

(i
(Hy 22

Consolidated Company
2006 2008 2906 20065
$0006 $99¢ 60 §6e0
- 487 - 1,808
- 2,500 . 2,500
1,391 1,680 498 388
1,391 4,047 498 4,608
- {82} - (82
1,391 3,985 498 4,616
- - - 2718
; 1,125 . 1,125
1,503 1,758 220 33t
1,503 2,883 220 4172

(i) Bank Loans comprised fixed and floating rate Commercial Bills. The Company retired afl bank loans in December 2005,

(ify The hire purchese liabifities are secured over the assets to which they relate, the current market value of which exceeds the value of the hire
purchase lability. The Consolidated Entity does not hold title to the squipment under hire purchase pledged as security.

(i) Loans from Controlled Entities have no specific terms of conditions,

14  Provisions

Current provisions
Employee entittements

fmdex Minarals employee entitlements reciassified as
discontinued operations

Mon-current provisions

Employes entittements

Notes

28

Consolidated Campany
2006 20905 20066 2005
8000 $ac0 G600 8000
B30 B0 188 207
- (100 . (100
B30 5650 188 107
228 243 A0 b
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15 Issued Capital

Censolidated Company
2006 2005 2006 2005
Notes $ac0 $ac0 60 $ac0
Issued and Paid Up Capital
Fully paid ordinary shares (i 26,490 15 008 26,490 15 008
(i) FuHy paid ordinary shares carry one vile per share and the right to dividends.
Censolidated and Company
20086 2005
Notes Number $'000 Number $000
Ordinary shares
Balance at beginring of the financial year 110,055,368 14,008 120,055 368 21,058
Cancellation of shares heid by Mr H H Al-Merry on restructure
of the RTEAmdex Joint Venture g - - {10,600,000) (2,060}
fesue of shares a8 part consideration for the aoouisition of
Samchem 24 16,059,002 3,502 - -
fesue of equity securiies as part of working capital raising 13,300,000 3,880 - -
Share issue costs (net of fax}) - {112 - -
Options expired - 1 - -
fesue of shares under staff option pfan 51,887 11 - -
Ciesing batance at end of the financial year 138,466 037 26,490 1101055 368 14 008
Issuances of other equity securities
Datails of the Staff Option Flan can be foend in note 31,
16 Reserves
Consolidated Company
2606 2005 2008 2005
8000 $000 $000 $0006
Asset Revaluaticn Reserve . - - -
Fareign Currency Transtation Reserve (4547 - - -
Employes Equity-Settied Benefits Resarve 108 48 105 48
(365 48 105 48
Asset Revaluation Reserve
Balance at beginning of the financial year - 8 - 8
Revaluation adjustment - {8 - {8}

Balance at the end of the finandal vear

The asset reveluation reserve arose on the revaluation of land and buifdings in prior periads.
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16 Reserves (continued)

Fereign Currency Translatien Reserve

Balsnce at beginring of the financial year
Transiation of foreign operations after taxation
Balance at the end of the finandal vear

Notes

Consolidated Company
2605 2005 2006
8000 8000 3000

(4594) . .

2005
$'000

(434) - -

Exchange differances relating to the translation from Scuth African Rand, being the functional currency of the Consclidated Entity's foreign
controlied entity in South Africs, into Australian doliars are brought to account by entries made directly to the foreign currency transiation reserve.

Employee Equity-Sattled Benefits Raserve

Balance at beginming of the financial year
Options issued during the financial year
Options exercised during the financial year
Options expired during the financial year
Balance at the end of the finandal year

15
15

48 - 48 -
59 48 59 48
] - {1} -
) - {1} -

105 48 105 48

The employsse equity-seftled benefits reserve arises on the grant of share options to Directors and empioyees. Amounts are transferred out of the
resgrve and into issued capital when the options are exercised or expire. Further information regarding the Staff Option Pian is contained in note

31.

17  Retained Profits

Balance at beginning of the financial year

Net profit attributable to members of the parent entity
Bividends provided for or paid

Balance at end of the financial year

18  Earnings Per Share

Basic earnings per share
From continuing operaticns
From discontinued operations
Total basic sarnings per share

Diluted earnings per share
From continuing operaticns
From discontinued operations
Total diiuied earnings per share

{a) Basic earnings per share

The earnings and weighted average number of ordinary shares used in the

calculation of basic earnings per share are as follows:

Earnings (i)
Earnings from continuing operations {i)

Notes

19

Consolidated Company
2006 2065 2006 2008
$ac0 $'0o0 3000 $000
{36} (4.208) (13,972) {14, 929)
7.984 4172 1,178 857
{1.396) - {1.306) -
£ 552 {363 (14,1907 {13,972)

Consolidated
2006 2005
Cents per share Cents per shara

8.67 2.88

- 0.78

8,67 3.66

585 2.88

- 0.78

5,85 3.66

$'0090s $'600s

7,984 4,172

7,984 3,282
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18  Earnings Per Share (continued)

Consolidated

2006 2005
{a} Basic earnings per share {continued) Shares Shares
Weighted average number of ordinary shares for the purposes of basic
sAMNgs per share 131,472,908 114,055 368
(i} Earnings used in the calculation of total basic eamings per share and
basic earnings per share from continuing cperations reconciles to net
profit in the income statement as follows: 20066 2005
$000s $'0060s
Net profit 7,984 4,172
Earnings used in the caiculation of basic EPS 7,984 4172
Adjustments to exciude profit for the period from discontinued operaticns - {890)
Earnings used in the calculation of basic EFS from continueing operations
7,984 3,282

{b) Diluted sarnings per share

The earnings and weighted average number of ordinary shares used in the calculation of diluted earnings per share are as

foilows:
Consolidated
2006 2005
$009s $'000s
Earmings {iiy 7,984 4172
Earnings from continuing cperations (if) 7084 3,282
Shares Shares
Weighted average number of ordinary shares for the purposes of difuted
sarmings per share (iH} 134,086,084 114 388 252
(ify Earnings used in the calcutation of total dijuted earnings per share and
diivted sarnings per share from continuing operations reconclles to net
profit in the income statement as follows: 2006 2005
$000s $'0060s
Net profit 7.984 4,172
Earnings used in the calculation of diluted EFS 7,984 4,172
Adjustments to exciude profit for the period from discontinued operaticns - {8A0)
Earnings used in the calculation of diluted EFS from contingng operations
7,984 3,282
(i)} The weighted average number of ordinary shares for the purposes of
diinted sarnings per share reconcifes to the weighted average number of
ordinary shares used in the calcuiation of basic earnings per share as
foilows: 2006 2005
Shares Shares
Weighted average number of ordinary shares used in the calcudation of 131,472,906 114,055,368
basic EPS
Shares deemed to be issued for no consideration in respect of employes
and Director options 2,624,078 300,584
Weighted average number of ordinary shares used in the calcudation of
diluted EPS 134,085,984 114,088,252
(iv} The foflowing potential ordinary shares sre not dilutive and are
therafore excluded from the weighted average nember of ordinary shares
for the purposes of diiuted earnings par share: 2066 2005
Shares Shares
Employess and Consuitants share options - 3160600
Corporate Advisors share options - 3,100,000
- § 260,500
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19  Dividends

2005
Cents per
share

2005
Total
$0400

2006 20066
Notes Cents per Total
share $ 600
Recognised amounts
Fuly paid ordinary shares - interim dividend franked to 30% {iy 1.00 1,305
Unrecognised amounts
Fuly paid ordinary shares - final dividend franked to 30% {ii) 1.00 1,305

(i) The interim, fully franked dividend was paid on 30 March 2008. The record date for determining the entittement to the interim dividend was 23

harch 2008, There are no dividend reinvestment plans in operation.

(ify The final, fully franked dividend was decfared on 18 August 2008 with an entittement date of 10 Gctober 2006, The financial effect of the

dividend has not been recognised in the financial slatements at 30 June 2008,
Consolidated

2006 2005

$600s $000s
Adjusted frenking account balance 5,86Ei 4,528
fripact on franking account of dividends not recognised (598} -

20 Commitments for Expenditure

{a) Capital expenditure commitments

At 30 June 2006 capitsl expenditure commitments were nil (2005 nil}

{b) Lease commitments

Hire purchase liabilities and non-canceliabie operating lease commitments are disclosed in note 22,

{&) Superannuation commitments

The Company and its Controlisd Entities contribute to various defined contribution employee superannuation funds in accordance with the
requirements of the Superannuation Guarantes Administration Act 1982 The coniributions are based on a percentage of employee gross
salaries. All employess are entitied to benefit on retirement, disability or death. The Company and its Controlied Entities are under no legal

oblination to make vp any short{al in the funds sEsets to meet payments due to employees.

21 Contingent Liabilities and Contingent Assets

Consolidated Company
20066 20605 2006 2005
Notes yooo 3000 3000 $000
Contingent Liabilities

fndemmty o power transmission ulility {1y {iny - 16 - 18
Rentaf bond {i) 180 100 100 100
Dapartment of Mines (17 {iy - a¥ - 27
Minister of State Developrment (i) - 12 - 12
180 155 100 185

Contingent Assets - -

(i) Comprise bank guarantess supporting the extension of credit or the performance of the Consolidated Entity in respect of its operations. The
Directors are not aware of any dircumstance of information which would lead them to befieve that these Habifities will crystallise. Consequently no
provisions have been made in the Financial Report in respect of these matters. No material losses are expected o arise in respect of these

guaranteas.

(ity These Contingent Lizgbilities refated to the business of imdex Minerals which was disposed of during the current year.
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22 Leases

{a) Hirae Purchases

Hire purchase arrangements

Hire purchase arrangements relate to plant and equipment with terms of up to 5 years. The Consolidated Entity has options to purchase the

equipment for a nominal amount at the conclusion of the arrangements.

Mizimum future lease payments Present value of minimum future iease
paymests
Consolidated Company Censolidated Company
2066 2005 2006 20605 2006 2065 2008 2008
5000 5000 5900 5000 $000 5960 5000 $000
Hire purchase commitments
Hire purchase commitments are payabie as foflows.
Bue:
Within one year 1,569 1,281 534 425 1,391 1218 458 396
Betwaan one and five years 1,581 1,807 228 34y 1,503 1,622 220 324
Later than five years - - - - - - - -
Minimum iease payments 3160 3,168 Fe0 Fia 2,804 2,838 718 720
Less: future finance charges [265) {330 42} {52} - - - -
Imdex Minerals hire purchase liabilities reciassified
as discontinued operations . (823 . 82} . {82) . {82}
2,894 2756 718 838 2,804 2,758 718 638
Hire purchase fiabilities provided for in the Financial Repart
Cegrant - Note 13 1,391 agB 498 307
Nos current - Note 13 1,503 1.788 220 331
2,894 2,750 i (R

{h) Operating Leases

Operating leasing arrangemants

Operating leases refate to premises and the fease of motor vehicles used by the Consclidated Enfity in ifs operstions, generally with ferms
between 2 and 5 years. Some of the operating ieases contain options to extend for further periods and an adjustment to bring the lease payments

into Hne with market rates prevailing at that time. The leases do not contain an option to purchase the leased proparty.

Consolidated Company
2066 2005 2006 20605
$'oo0 $'000 $900 $'000
Mon-canceliable operating lease paymenis

Within one year Kl 537 B4 251
Betwean one and five years 1478 §75 11 102
Later than five vears 351 300 - -

3,120 1,512 a7 353

23  Subsidiaries

Ownership Interest

Country of 2006 2605

Hotes  Incorporation Y% %
Parent Entity
frdex Limited i Alstralia
Controlied Entities
Australian Mud Company Pty Ltd {3y, {iv} Australia 100 100
Surtron Technologies Py Ltd {83, {iv} Alstralia 100 100
Australian Moed Company Chile SA {ii} Chite 100 00
Samchem Drilling Fluids & Chemicats {Ply) Ltd 24 South Africa 100 -

(i) Imdex Limited is the ultimate parent company and is the head entity within the fax consciidated group.
(ify Under Chilean faw an audit of this company is not required.
(it} These companies are par of the fax consolidated group.

{iv} These wholly-owned subsidiaries have entsred into a deed of cross guarantee with imdex Limited pursuant to ASIC Class Order
S8M1418 and are relieved from the reguirement to prepare and fodge an audited financial report. These companies became a parly to the

deed of cross guarantes on 30 June 2006,
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23 Subsidiaries (continued)

The consclidated income statement and balance sheet of entities which are pardy o the deed of cross guarantee are:

Income Statement

Revenus from sale of goods, rendering of services and cperating iease
rental

Other revenue from operations

Total revenue

Other income

Raw materials and consumables used
Other expenses

Employes expenses

Dapreciation and amortisation expense
Finance costs

Profit before incomse tax expense

fncome tax expense relating to ordinary activites
Profit for the year
Balance Sheet

Current Assets

Cash and Cash Equivalents
Trade and Other Receivables
frventories

Other

Total Current Assats

Mon Current Assets
Property, Plant and Equipment
Deferred Tax Assets

Total Kon Current Assats
Total Assets

Current Liabilities

Trade and Other Payables
Borrouwdngs

Frovisions

Total Current Liabitities

Mon Current Liabilities
Borrowings

Total Mon Current Liabilities
Total Liabilities

Met Assets

Equity
fesued Capital
Ratained Frofits *

Total Equity

* Retained Profit at the beginning of the financial year
Net Profit
Bividend provided for or paid
Retained Frofit at the end of the financial year

2006
$'000

44,861

3,814
16,428
7457

27,706

5,204
480
5,774
33,480

10,261
893
848

12,002

1,282
1,282
13,284
203,196

260
18,938
203,196

18,085
5,195
{344)
15,536
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24 Acquisition of Businesses

With effect from 1 August 2005, Samchem Drifling Fluids & Chemicals {Pty) Lid {"Samchem"), Imdex's 100% owned South African subsidiary,
acquired the business of SA Mud Services {Pty) Lid and a range of clay and cement chemical additive inventory items. SA Mud Services (Fty)
Ltd was the largest supplier of diilling fluids and chemicals fo the mining industry in Africa. Samchem operates a manufacturing facility in
Johannesburg, South Africa from which it manufactures and markets a wide range of chemicals primarily for the driiling industry. At the General
hWeating held on § August 2805, the shareholders of Imdex Uimited approved this acquisition and the associated share issue.

Details of the assets and liahilities and goodwili are as follows:

Book value Fair value Fair value on
adjustments acquisition
Notes $006 5966 5000
Trada and other receivables 1,138 - 1,735
fhventory 1,607 - 1,507
Froperty, plant and equipment 373 43 418
fnteliectuat property associated with clay chermical and mud brick
manufacturs i - 1,437 1,437
Trade and other payables (523} - {523}
Provision for employee entittements (44) - {443
Daferred tax liabilities - (4171 {4171
Fair vaiue of net identifiable assets acquired 3.048 1,063 4111
Goodwill on acquisition {1 2,492
Total purchase consideration £ 803
Total purchase consideration
Consideration in cash and cash equivalents ity 2,801
Less cash and cash equivalents acquired -
Direct costs relating to the acqeisition i) (1]
Shares issued: 18,059 302 ordinary shares of Imdex Limited {ii} 15 3,582
£.603

Results since

acquisition
yooo

Operating results of the business of Samchem incieded in the
Consclidated Income Statement of Imdex Limited from acquisition on 4
August 2005:
Revenue from the sale of goods 10,391
Total expenses iQ,E}ﬁQE
Frofit for the perfod ({#} 422

(i) lmdex acquired the business of Samchem, and paid the premium {goodwifl) over identifiable assets, due to the fact thet Samchem is expected
to complement the business of the Australian Med Company (AMC) (Imdex's wholly owned drilling fluids subsidiary). There were no acquisition
provisions created, nor were there any contingent iabilities assumed in the acquisition. The balances of goodwill and intellectuat property, noted
ahbave, do not tie to the Balance Sheet at 30 June 2008, As set out in Note 1(m i), this is due to the fact that these balances are translated at the
sxchange rates prevaifing at the reporting date, rather than the acquisition date as above.

fn determining the value atinbeted to identifiable intangibles and goodwill, the following additicnal possible intangible zssels were identified:
customer relationships, brands and unpatented technclogy. o all cases these intangibles did not meeat the “identifiability” criteria and therafore
weare Not recognised.

The inteflectual properly associated with the clay chemical and mud brick mangfacture has been assessed as having an indefinite usefut fife and
therefore has not been amortised. This estimated useful life of these assets will be reviewsd annually.

(ify The fair value of the ordinary shares issued were 22 37 cents each which was based on the weighted average share price of Imdex’s ordinary
shares in the 10 trading days pricr to the completion of the Boouisition.

(i) Had the acquisition of Samchem been effected on 1 July 2005, the beginning of the current year, the Groups revenue would be
approximately $67,737k and the profit would be approximately $8,.022k. The resudts of Samchem are included in the Drilling Fluids & Chemicals
segment in Note 25,

(iv} The Consolidated Cash Flow Statement for the year ended 30 June 2008 records the peayment for the acquisition of the business of
Samchem as $3.011k,
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25  Segment Information

Segment resufts, assets and liabilities inclede items directly attributable to a8 segment as walf 2s those that can be allocated on 2 reasonable
basis. Unaliccated itams mainky comprise income earning assets and revenue, interest bearing foans, borrowings and expenses, and corporate
asseis and expenses. Segment capital expenditure is the total cost incurred during the period to Bcquire segment assets that are expected to be
used for more than one period.

Business Segments

The Conschdated Entity comprises the following main business segments, based on the Consolidated Entity's management reparting system:

(i) Brifling products and services: Down hole surveying, geophysical logging end directional drifling; down hole motors, cameras end drifling
products;

(ify Minerals Processing: Milling and processing of industrial minerals; and

(i) Driliing fluids and chemicals: Manufacture and supply of drilling #uids and chemicals to the mining, mineral exploration, oll and gas and water
wel driiling industies,

Geographical Segmants
fn presenting information on the basis of geographical segments, segment revence is based on gecgraphical location of costomers. Segment
assets are based on the geographical iocation of the assets.

The Conscfidated Entity’s business segmants operate gecgraphically as folfows:

(i) Australia: Drilfing services; milling and processing of industrial minerals, manufacture and supply of driliing fluids and chemicais; down hole
motors, camearas and drifling products;

(ify Saudi Arebia: Supply of driiling fuids and chemicals to the oif and gas industry;

(i) Africa: Drilling services, supgly of drilling fluids and chemicals;

(iw} South East Asia: Manufacture and supply of diilling fluids and chemicals to the mining and mineral exploration industries.

Primary reporting: Business Segments

{a} Segment Revenues External revenue Inter-segment Cther YTotal

2006 20065 20606 2005 20066 2605 2006 20065

$000 $000 $060 $000 0006 $'oto 5000 0006
Grifling fluids and chemicals 41,583 23,171 - - 96 - 41,689 23,171
Driliing products and services 25021 18,880 2 25023 16,880
Winerais processing - 6,784 - - 8,784
Total of ali segments 65 614 46,835 s §6,712 45,835
hinerais processing revenue reclassified as discontinued operations - {8,784}
Unaliccated BO -
Total revenue - continuing operaticns 86,7592 40,051
{h) Segment Results
Continuing operations
Grilling fluids and chemicals 3,462 3,008
Driliing products and services 5,253 2,872
Toial of ali segments 8718 5,878
Eliminations - -
Unaliocated 3149 {1,385)
Brofit before incoma tax expense 11,864 4,513
fncome (ax expense 3,880 {1,231}
Profit for the year - continuing cpearations 7,884 3,282
Disgontinued operations
Winerais processing - 42
Toial of ali segments - 42
Eliminations - -
Unaliocated - -
Frofit before incoma tax expense - 42
fncome (ax expense - B4
Profit for the year - discontinued operations - BOG
Profit for the year 7,884 4,172
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25  Segment Information (continued)

{&) Segment Assets and Liahilities Assets Liahilities
2006 20605 2006 2605
$060 5000 5060 $o00
Driliing fluids and chemicats 37,808 13,383 9,492 4,800
Briliing products and services 16,255 12,474 8,588 £,051
Winerais processing - 7344 - 800
Total of ali segments 54,063 33,201 18,080 11,551
Receivable and investment in the RTEfAmdex Joint Venture . 3,189 . -
Eliminations {2,383 (2,077 (443} {2,077}
Unaliccated 1,078 1,121 2.458 5,820
Conscfidated 52 748 35414 20,085 16,304
{d) Other segmant information
Depreciation Acguisition of segment  Mon cash expenses
assets other than depreciation
2066 2005 2006 2605 2006 2605
50006 600 5000 $060 5000 $060
Driliing fluids and chemicats 237 147¥ 467 250 2308 41
Griliing products and services 2,108 1,166 6,159 2,198 30 57
Minerais processing - 256 - 55 - 1,181
Tetal of all segments 2345 1,568 8,626 2513 2.335 1,229
Winerals processing reclassified as discoontinued operations - {256} . {(85) . {1,101
Unaliccated BS 77 104 273 301 -
Conscfidated 2431 1,380 8,730 23727 2,638 1285
Carrying amounts of Impairment losses  Share of profitsi{losses)
associates { joint of asscciates { joint
veniires ventires
2066 2005 2006 2605 2006 2605
50006 600 5000 $060 5000 $060
Briliing fluids and chemicats - 3,189 {2,275} - - -
Driliing products and services - - - - - -
Winerais processing - - - - - -
Tetal of al segments - 3,169 {2,275} - - -
Winerals processing reclassified as discoontinued operations - - B . . .
Unaliccated - - - - {301 -
Conscfidated - 3,189 {2.275) - (301} -
I
Secondary Reporting: Gecgraphical Segments
Revenue from external Segment assois Acquisition of segment
customers assets
2066 2005 2006 2605 2006 2605
50006 600 5000 $060 5000 $060
Australia 43,312 37,389 43,453 28,736 6,351 2,792
Saudi Arabia - - - 3,189 - -
Africa 13,014 1,217 5411 335 379 -
South East Asia B4t1 4,808 1.470 1,264 - -
China 112 543 858 316 - -
Other 1,843 2,878 1.756 504 - -
86,792 46,835 52,748 35414 8,730 2,792
Minerals processing revenue reclassified ps discontinued
operations - 8,754 - - - {65}
Total 56,72 40.051 52.748 35,414 8730 2727
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26 Discontinued Operations

O 1 Febroary 2005, imdex Limited initiated an active program to dispose of the Imdex Minerals Divisicn, #s industrial minerals processing
business. The sale was one part of the Company’s strategy to focus on its core business as a globat provider of “drifling products and services”.

As announced to the Austratian Stock Exchangs on 8 June 2005, Imdex Limited entered into a definitive agresment for the sale of the Imdex

hinerals Division with the sale being completed on 1 July 2008,

Financial information relating to the discontinued operation for the period to the date of disposal is set cut below.

Profit from discentinued operations

Revanue

Expensaes

Profit before income tax

fncome tax expense

Profit after income tax of discontinued aperations
Galn/floss) on remeasurement fo falr value jess costs to self
Galn/floss) on safe of the division before income tax
fncome tax expense

Gainfioss) on sale of the division after income tax

Profit from discentinued operations

Cash fiows from discontinued operations

Net cash inflow from ordinary activities

Met cash inflow from investing activities (including the proceeds from the
sale of the business)

Met cash inflow from financing

Carrying amounts of assets and liabilities

Froperty, plant and equipment

frventories

Frepayments

Tiisl assets classified as held for sale

Hire purchase liabilities

Employes entilements

Total liabilities asscciated with sssets ciassified as hefd for sale
Met agsets

Details of the sale of the division
Consideration received:

Cash

Additional deferred consideration
Total disposal consideration

Carrying smount of net assets sold
Galn/floss) on sale before income fax
fncome fax expense

Gain/floss) on sale after income fax

Notes

{iy

Consoclidated

2066
§'c00

2005
$006

8,784
(8,742

42
848

RGO

B30

(1,077

{85}
(285)

{1,427}

5,125
1,328

£,453

{82}
{100}

(182}

£.271

6,271

271
(6,271

(i) As part of the sale agreement, Imdex Limited is entiled to a further cash payment of $1.5million, subject to the futvre profitability of certain
agricuitural products which, at the Sme of sale, were still in the early stages of development and commercialisation. This has not been recognised
in the consideration received and the gain on sale of lmdex Minerais as the probabiiity of receiving the deferred consideration cannot be
accurately predicled at this stage. If this consideration is recogrised in & future period it will increase the gain on the safe of Imdex Minerals.
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27

{a) Equity interests in related parties

Related Party Disclosures

Betails of the percentage ownership of controlied entities and the wholly owned Group is set out in Note 23, The wholly owned Group consists of

frndex Limited and its wholly owned Controlled Entities.

Detaiis of ownership interests in joint venture entities are set out in Note 8.

{h) Key management personnei compensation

Detaiis of remuneration of key management perscanel 1s set out in Note 340,

{c) Key management personnel equity holdings

(i) Fulty paid ordinary shares issued by lmdex Limited

20606

hr | F Burston
hir B W Ridgeway
hr H H Ai-Berry
hr R W Keliy
ke K A Bundo
ke | R Freaman
Mr 3 £ O'Nedl
Mr & J Lyons
hr O L Kinley
hr G E Weston
hr & & Menyard

2605

hr | F Burston

hir B W Ridgeway
hr H H Al-Merry
hir R W Keliy

ke K A Bundo

Mr & J Lyons

hr O L Kinley

hr G E Weston
Wr C 8 Munyard
hr | Tan

Balance at 1 Granted as Received on  Net other Balance at 30 Balance held
July 2005 compensation  exercise of change June 2066 nominatly
options
HNo. Na. No. Mo. No. No.
100,000 - - 100,000 260,000 -
8,025,600 - - (1,025,000} 5,000,000 -
755,000 - - - 755,000 -
85,000 - - 260,000 265,000 -
100,000 - - 260,600 350,000 -
- - - 16,058,002 16,054,002 -
- - - 12,847,202 12,847,202 -
50,000 - - - 50,000 -
120,000 - - - 120,600 -
- - 25,000 - 25 000 -
7,215,000 - 25,000 28,381,204 35,821,204 -
Balance at 1 Granted as Received on Net other Balance at 30 Balance held
July 2004 compensation  exercise of change June 2065 nominatly
options
HNo. HNo. No. Mo. No. No.
106,000 - - - 180,080 -
6,143,993 - - {118,503) 6,025,000 -
10,755,000 - - {10,0:00,000) 755,000 -
65,000 - - - 85,000 -
- - - 100,640 100,030 -
50,000 - - - 50,000 -
120,000 - - - 120,030 -
17,233,083 - - {10,018,883) 7,215,000 -

(ify Share options issued by fmdex Limited

20606

ke | F Burston
hr B W Ridgeway
R H H Al-Merry
hir R W Keliy

ke K A Bundo
ke | R Freaman
Mr 3 £ O'Nell

Mre & J Lyons

hr O L Kinley

hr G E Weston
hr & & Monyard

Balance at 1 Granted as Exercizsed Balance at 30 Bal. vested at Vested but  Vested and Options
July 2005 compensation June 2066 30 June 2066 not axercisable vested

exercizable during year

No. No. No. No. No. No. No. No.
- 2,500,000 - 2,040,000 2,640,080 - 2,000,000 2,000,000
50,600 150,000 - 260,000 260,004 150,080 50,040 50,080
100,600 160,000 - 260,000 260,004 160,000 140,080 100,080
2,000,000 1,000,000 3,000,000 3,000,600 1,000,000 2,000,000 2,800,000
75,000 75,000 {25,004} 125,008 125,004 75,600 50,040 50,080
2,225,000 3,325,000 {25,004} 5,525,000 5,525,000 1,385,600 4,200,680 4,200,000
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27  Related Party Disclosures (continued)

20605 Balance at 1 Granted as Expired  Salance at 30 Bal. vested at Vested but  Vested and Options
July 2004 compensation June 2005 30 June 2065 not axercisable vested
axercisable during year
No. No. No. No. No. No. No. No.

Me | F Burston 2,000,000 - (2,000,000} - - - - -
hr B W Ridgeway 1,500,000 1,000,000} - - - - -
R H H Al-Merry - - - - - - - -
M R W Keliy - - - - - - - -
e K A Bundo - - - - - - - -
Mr & J Lyons - 50,000 - 50,000 50,000 50,080 - -
Me O L Kinley - 100,800 - 100,000 100,000 100,000 - -
Mr G E Weston - 2,000,000 - 2,000,000 2,000,000 2,050,000 - -
Wr C 8 Munyard - 75,000 - 75,000 75,004 75,080 - -
e | Tan - - - - - - - -

3,000,000 2,225,600 (3,000,000} 2,225,008 2,225,600 2,225,080 - -

The options granted to Xey management perscanel during the financial year were made in sccordance with the Siaff Gption Flan, ss further
described in Mote 31, Each share option coaverts inte 1 ordinary share of imdex Limited. No amounts were paid, or are payabie, by the recipient on
receipt of the option. The options are exercisable in one third 1ot at the end of each of the first three years during their life.

{d) Other transactions with key managemant parsonnel {and their related parties) of Imdex Limited

(i) Lot 1588 Willis Street, Newman was rented by Surtron Technologies Pty Lid from Mr G E Weston on normal commercial terms and conditions for
the period 1 July 2005 to 16 Jancary 2008,

(i Ay amount of R2 364,160 (AS443,516) is owed to Samchem Drilling Fluids & Chemicals (Pty) Ltd, a wholly owned imdex Limited subsidiary, by
Quadripart Investment Holdings {Ply) Ltd, a company in which Mr | R Freeman has an interest. This loan does not carry interest and has no specific
terms and conditions. Refer Note 5.

(i) The premises on which the administration and factory buildings of Samchem Brifling Fiuids & Chemicals (Pty) Ltd are iocated in Alroda,
Albaerton, South Africa are ieased on normal commercial terms and conditicns from FTS Investments {Pty) Lid and Basalt Properties {Pty) Bid,
companies in which Mr i R Freeman has an interest.

{iv} Mr K A Dundo is a Partner of the fegal firm Oiegal, that provided legal services to the Imdex Group on normal commercial terms and
conditions,

(v} As described in these financial statements, imdex Limited was involved in a Joint Venture with Rashid Trading Estabiishment (RTE), a Company
i which Mr H H Al-berry is the FPresident and Owner. RTE also acts as the agent of the Joint Venture in some circomstances. There were no
amounts recognised during the year refating to transactions between the Company and RTE as agent. During the current year the investment
balance in the Joint Venture of $1.4 miliion and the receivable balance due from RTE of $B75k were considered o be fully impaired. The
impairment adjustment is shown on the face of the income statement. During the prior year, and as approved by Shareholders at the 2004 Annual
Ganeral Meeting, 10,000,000 shares held by Mr H H Al-Merry, in connection with the RTE/lmdex Saudi Arabian Joint Ventwre, were cancelfed.

(wi} Transactions with Directors

Consoclidated Company
Note 20066 20065 20066 2605
] ] $ $
Frofit from ordinary activiies before income tax inciudes the foliowding
items of expenses relsting to transactions, other than compensation,
with Directors or their personally-refated entities:
Operating lease rental dlii} 117,375 . . .
Legal sarvices v} 25 604 8_51126 25 604 B2 126
Tois! assets arising from transactions, other than compensation, with
Birectors or their perecasliy-related entities:
Goodwili and deferred acquisiton costs dfivy B5 727 - BE72Y -
Tota! assets and fiabilities arising from transactions, other than
compensation, with Directars or their personally-related entities:
Cugrrant Assets il 443,518 . . -
Curent Liabilities dfii), dfiv}y 54,554 37,572 34,1868 37,572

Page 50 of 68



IMDEX LIMITED

and its controffed entifies

NOTES TO THE FINANCIAL REPORT

27  Related Party Disclosures (continued)

{e) Transactions with other related parties
(i} Transactions within the wholiv-owned Group
Betails of dividend revenue received by the ultimate parent entity s disclosed in Note 2. Amounts receivable from, and payable to entities in the

wholly-cwined Group are disclosed in Note 5 and Mote 13, During the financial year Imdex Limited provided management services to entities in the
wholly-cwned Group as disclosed in Note 2.

Busing the prior year, the Directors elected for whofly-owned Australian entities within the Group to be taxed as a single entity from 1 Jody 2003,
Entities within the tax-consclidated group have entered inte a tax-sharing agreemeant with the head entity. Under the terms of this agreement, Imdex
Limited and each of the entities in the tax consclidated group has agreed to pay a tax equivalent payment o or from the head entity, based on the
net accounting profit or foss of the entity and the current tax rete. Such amounts are reflected in amounts receiveble from or payabie to other
antities in the tax conscfidated Group.

{f) Parent entity

The ultimate parent entity in the Conscfidated Entity is imdex Limited, 8 Company incorporated in Western Acstralia.

28  Notes to the Cash Flow Statement

{a) Reconciliation of cash and cash equivalents

Far the purposes of the Statement of Cash Flows, cash and cash equivalents incledes cash on hand and in banks and investment in monay
market instruments, net of ocutstanding bank cverdrafts. Cash and cash equivaients at the end of the year as shown in the Cash Flow Statement
is reconciled to the related items in the balance sheet as follows:

Consolidated Company
2006 2065 2006 2005
960 $000 $000 $'0o0
Cash and cash squivalents 5,421 103 2003 95
Bank overdraft - (467 - {1 BOH
5,421 (364) 2,003 {1,713

Cash at bank and in hand eams interest at floating rates based on daily bank deposit rates. The fair value of cash and cash eguivalents is
$6,420,802 {2008: $364,000 negative)

{b) Non cash financing and investing activities

Gusing the year the Consolidated Entity converted $300k of funds advanced to an investee info an investrment in that entity. This is not reflected
in the cash flow statement.
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28  Notes to the Cash Flow Statement (continued)

{&) Reconciliation from the Profit for the Year te Net Cash Provided by Operating Activities

Profit for the year

Adjustments for
Depreciation of non-current assets
Share of associates iosses
Interest received disciosed as investing activities
Share options expensed
Frofit on sale of noa-current assets

Mon-cash items disclosed s profit on discontinesd

operations
Interest on hire purchase labiities

Fair value adjustment: Held for Trading investments

Impairmeant adjustment
Increase [ {decrease) in current tax liability
Increase in deferred tax balances

Changas in assats and isbililies during the financial year

{Increase) / decrease in assets
Current receivables
Current inventaries
Other current assets

Increase [ {decrease) in fisbiiities:
Current payables
Provision for employee entitiements

Met Cash Provided by Cperating Activities
{d) Financing facHities

Total faciiities availabie
Bank ioan
Equipment finance facifity
Wulti option faciity {including bank overdraft)

Facifities utilised at balance shest date
Bank ioan
Equipment finance facifity
Wulti option faciity {including bank overdraft)

Facilities not utilised at batance shest date
Bank ioan

Enuipment finance facifity
Wulti option faciity {including bank overdraft)

29  Financial Instruments

{a) Financial rigk management objectives

Censolidated Company
2006 2065 2606 2005
$000 $'000 3000 $000
7,084 4,172 1,178 a5y
2,431 1,646 1,268 73
301 - - .
a7 {16} {82 {18
5% 48 58 48
{78} (384} {38 {44
. 32 - 32
210 194 40 26
{4,500 - {4,190} -
2,275 - 3,460 -
1,528 535 87 14
556 55 1,262 73
(4.851) {2,038} {1,772} {87
{1,284 {20 8) {158} {1,300
18 {13} 11 [}
5,370 748 585 35
150 193 44 32
101,074 3,155 1,725 465
1,870 3,700 1,870 3,700
. 500 - 500
1,130 1,550 1,410 1,550
IO ETo0 PR 750
. 3,760 - 3,700
. 257 - 257
- 1,508 - 1,508
- T ARG = T.a00
1,870 . 1,870 .
. 243 - 243
1,130 41 1,410 41
IO i) PR TS

The Consolidated Entity's head office encompasses a treasury function that provides services to the business, cootdinates aceess to
domestic and international financial markets, and manages the financial risks relating fo the operations of the Consolidated Entity. The
Consolidated Entity dees not enter into or trade financial instruments, including derivative financial instruments, for speculative
purposes. The Consolidated Entity's activilies expose it primarily to the financial risks of changes in interest rates.

{b) Significant accounting policias

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis of measurement and
the basis on which income and expenses are recognised, in respect of each class of financial asset, financial Hability and equity

instrument are disclosad in note 1 to the financial statements.
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29  Financial Instruments (continued)

{c} Foreign currency risk managensent

The group undertakes certain transactions denominafed in foreign currencies, hence exposures fo exchange rate fluctuations arise.
Exchange rate exposures are managed within approved policy parameters and are not material to the financial statements. Refer note 2

for quantum of exchange differences arising.

{d) Interest rate risk management

The Consolidated Entity is exposed to interest rate risk as i borrows funds at both fixed and floating interest rates. The risk is managed
by maintaining an appropriate mix between fixed and floating rate borrowings. The following table details the Consolidated Entity's
exposure to interest rate risk.

20606

Financial Agsets
Cash and cash
aquivalents
Raceivables
Cther

Financial Liabifities
Fayables

Hire purchase liabilities
Employes entitfements

2005

Financial Assets
Cash
Receivables
Cther

Financial Liabilities
Payables

Bank cverdraft

Bank loans

Hire purchase liabilities
Employes entitfements

Notes

28

78

12

{iy 14

12
13
13
13
{iy 14

Weighted
average
interest rate

Yo

4.10%

7.58%
5.97%

1.50%

B.95%
7.12%
7.56%
5.97%

Fixed intergst Maturing in:

Fleating Lessthan1 1tofSyears Morethan5 Mon-interast Total
interest rate year years bearing
3000 000 000 600 3000 3000
§421 - - - - B421
- - - - 18,798 18,798
- - - - 4,624 4,624
[ - - - 23 422 23 843
_ N
- - - - 13,629 13,829
- 1,304 1,503 - - 2,894
. . - - 1,058 1,088
- 1,304 1,503 - 14 G685 17,579
a5 - - - 8 163
- - - - 13,920 13,920
- - - - 1,478 1,478
95 - - - 15,403 15,498
- - - - 7972 7972
487 - - - - 487
2825 1,000 - - - 3825
- 1,080 1,758 - - 2838
- - - - 462 462
3,09_2 %{JBG 1 758 - 8 434 15 Bid

(i} Emploves entiements to be settied i cash fall under the definition of financial liabilites. The weighted average interest rate is the discount

rate used to caiculate Long Service Leave Liahility.

{e) Credit risk management

Credit risk rofers to the riek that a counterparty will default on its contractual obligations resulting in financial loss to the Consolidated
Entity. The Consolidated Entity has adopted a policy of only dealing with creditworthy counterparties and obtaining sufficient collateral
where appropriate, as a means of mitigating the risk of inancial loss from defaults. The Consolidated Entity measures credit risk on a

fair value basis.

Trade accounts receivable consist of a large number of customers, spread across diverse industries and geographical areas. Ongeing
credit evaluation i3 performed on the financial condition of accounts recelvable and, where appropriate, credit guarantee insurance
cover is purchased. The Consolidated Entity does not have any significant credit risk exposure to any single counterparty or any group

of courterparties having similar characteristics.

The carying amount of financial assets recorded in the financial statements, net of any allowances for losses, represents the
Consohidated Entity’s maximum exposure to credit risk without taking account of the value of any collateral obtained.
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{f) Fair value of financial instruments

The Directors consider that the cartying amount of financial assets and financial liabilittes recorded in the financial statements
approximates their fair values {2008: net fair value). The determination of fair value is outlined in note 7.

{g) Liguidity risk management

The Consclidated Entity manages liquidity risk by maintaining adequate reserves, banking facilities and reserve borrowing facilities, by
continuously monitoring forecast and actual cash flows and matching the maturity profiles of financial assets and liabiities.

30 Key Management Personnel Compensation

{a} Details of key management personnel
The key management personnel of Imdex Limited during the year were:

Mr | F Burston {independent, Non Executive Chalrman)

Mr B W Ridgeway {Managing Director)

M H H Al-Merry (Non Executive Director), office vacated 18 August 2006

Mr R W Kelly {Independent, Non Executive Director)

Mr K A Dundo {independent, Non Executive Director)

ir | R Freeman {Non Executive Director), appointed 23 August 2008

Mr J P O'Neil {Non Executive Director - Alternate to Mr 1 R Freeman), appointed 23 August 2008
Mr 8 J Lyons {Company Secretary, imdex Limited)

Mr D L Kinley (Group Financiat Controller, imdex Limited)

Mr G E Weston {General Manager: Australian Mud Company Pty Ltd, Surtron Technologies Pty Lid and Ace Drilling Supplies)
Mr C 8 Munyard {Manager: Surtron Technologies Py Lid}

(b} Key management personnel compensation policy
All key management personnel, and all staff of the Company, are subject to formal annual reviews of their performance. The
compensation of Key managemert personnel generally comprises a fixed monetary total, although bonuses related to the performance

of the Company may be agreed between the individual and the Company from time to time.

The Board seeks the approval of Shareholders, where required, in relation to the aggregate of Non Executive Director compensation
and any options that may be granted to Directors.

Compensation packages are reviewed and determined with due regard to current market rafes.
The Managing Director's compensation is determined by the Remuneration Committee with due regard to current market rates. The

Managing Director has a short term incentive bonus amourtding to 20% of his cash compensation package that is linked to the EBIT
petformance of the Company. The balance of his compensation package is not linked fo the Company’s performance.

Key management personnel compensation

The aggregate compensation of the key managament personnet of the Consolidated Entity and the Company is set oul befow:

Consolidated Company
2006 2065 2006 2065
Short-term amployves benefits 1,348,800 1,102,654 803,391 §21,044
Fost-employment benefits 98,192 84,235 67,6882 42,851
Other long-term benefits 28,075 24 821 4,788 13,372
Termination bensfits - - - -
Share-based payments 57,580 26,700 31,780 1,800

1,533,627 1238210 1001822  §78.167

The compensation of each member of the key management personne! of the Conscfidated Entity is set out on the foflowing page:
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(c} Key managemant personnel compensation

2006

i F Burston, Chairman

B W Ridgeway, Managing Director

H H Al-Merry, Non Executive Director
R Kelly, Non Executive Director
KA Dunde, Non Executive Director

i R Freeman, Non Executive Director
J P O'Neil, Non Exscutive Director -
Alternate fo Mr i R Freeman

5 F Lyons, Company Secretary

B3 £ Winkey, Group Finencial Controllar
G E Weston, General Managen AMC,
Ace & Surtron

C 8 Munyard, Manager Surtron

2005

i F Burston, Chairman

B W Ridgaway, Managing Direcior

H H Al-Merry, Non Executive Director
R Kelly, Non Executive Director
EA Dunde, Non Executive Director

5 F Lyons, Company Secretary

B3 L Kintey, Group Financial Controilar
G E Weston, General Managen AMC,
Ace & Surtron

C 8 Munyard, Manager Surtron

i Tan, General Manager: imdex Minerais

Motes

{idiy
{iv}
{v}
{vi}

(i}

{idiy
{iv}
{v}
{vi}

il

Shori-term empioyee benefits Post Employment Cther long- | Termination Share-based payment
term Benefits
Sgplary & Bonus Mon- Other Buper- Cther employee Equity-settied Cash Other
foas monetary annuation benefits sattled
Shares & Cptions
units | & Rights Total
$ ) $ ) $ $ ) § ) 5 $ $ 5
B2 BYS - - - - - - - B2 878
261,827 - 28,801 23,564 4,789 - 2B7BOG - 344,541
506,000 - - 4,500 - - - - 54 500
50,000 - - 4,500 - - - - 54,500
43,288 - - - - - - - 43,288
B2 472 2,023 28,764 13,151 - - - - 133,410
134,900 - 2282 5,310 - - 3,800 - 146,082
118,413 - 16,946 10,857 - - 2,400 - 142 416
237,539 - 14,068 25,852 13,024 - 24,000 - 314,483
129,538 54,950 9,314 11,658 10,262 - 1,800 - 217,522
T 190,552 B3.073 T2,075 00,102 ZB075 - 57,560 - T 533,627
56,000 - - 4,500 - - - - 54,500
250,000 - 22123 22,500 13,372 - - - 307,995
35,000 - - 3,150 - - - - 38,150
35,000 - - 3150 - - - - 38,150
112,078 - - - - - 800 - 112,878
107,231 - 8,612 49,651 - - 1,200 - 127 604
200,000 - 8,735 17,965 5,661 - 24000 - 254 421
106,838 - 9,351 4,615 5,588 - 400 - 132,282
152,269 - £,357 13,704 - - - - 172,330
AL S - oL gt L, 230 2 527 - 76, 700 - 1,238,271

*« 8 Munyard was paid 2 bonus of $54,850 during the current year for work done in relation to the development of the Ace Core Tool, not in his capacity as Manager of Suriron,
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{i} The Managing Director, Mr B W Ridgeway does not, currently, have a service contract with the Company. The Managing Director's
compensation is reviewed and determined by the Remuneration Committee.

The Managing Director has a short term incentive bonus amounting to 20% of his cash compensation package that is linked to the EBIT
performance of the Company. The batance of his compensation package is not linked fo the Company’s performance.

in the current year, following approval by members in General Meeting, Mr Ridgeway was granted 2,000,000 options. The options carry
na rights to dividends and no voting rights. They expire on their expiry date or three calendar months after ceasing to be a Director, and
may be exercised after 2 years and at any time fo their expiry date. The percentage of the value of compensation that consisted of
options was 7.5%.

{iiy Me 1 H Al-Merry Is the President and owner of Rashid Trading Establishment (RTE), which was involved in a Joint Venture with
imdex Limited in the Middle East. Mr A-Merry is remunerated directly by the RTE/Imdex Joint Venture.

{il) Mr B J Lyons was party to a consulting agreement with Imdex Limited umtl 31 December 2005, This agreement was setout en a
fixed fee basis and prescribed other general terms and conditions. The consulting agreement was terminated and from 1 January 2006
onwards Mr Lyons is party to a service contract with Imdex Limited, which sets out a fixed compensation package, reviewable annually.
The service confract specifies a two mornth notice period In the event that the contract is terminated. There are no termination benefits
specified in this confract. Additional performance incentives may be agreed between Mr Lyons and the Company from time to time.

In the current year, Mr Lyons was granted 150,000 options, along with other staff of the Group, under the Staff Option Scheme as set
out it Note 31. The percentage of the value of compensation that consisted of options was 2.5%.

{ivi Mr O L Kinley i a party to a service confract with Imdex Limited, which sets out a fixed compensation package, reviewable annually.
The service confract specifies a one month notice pericd in the gvent that the contract is terminated. There are no termination benefits
specified in this confract. Additional performance incentives may be agreed between Mr Kinley and the Company from time to time.

In the current year, Mr Kinley was granted 100,000 options, along with other staff of the Group, under the Staff Option Scheme as set
out it Note 31. The percentage of the value of compensation that consisted of options was 1.7%.

(v Mr G £ Weston is parly to a service contract with the Australian Mud Company Pty Lid, which sete out a fixed compensation
package, reviewable annually. The service contract stipulates a 12 month notice period in the event that the confract is terminated.
There are no termination benefits specified in this contract. Performance incentives may be agreed between Mr Weston and the
Austratian Mud Company Pty Lid from time to time. Additionally, Mr Weston is party to a deed with mdex Limited, in respect of which Mr
Weston has a right of first refusal in the event that Tmdex receives an offer to purchase 100% of the shares held by limdex in the
Australian Mud Company Ply Ltd. This right’ lapses automatically should Mr Weslon no longer be employed by the Australian Mud
Company Pty Ltd.

In the current year, Mr Weston was granted 1,000,000 options, along with other staff of the Group, under the Staff Option Scheme as
set out in Note 31. The percentage of the value of compensation that consisted of options was 7.6%.

ivi) Mr © 8 Munyard is a party to a service contract with Surtron Technelogies Py Lid, which sets out a fixed compensation package
reviewable annually. The service contract specifies a one monih neotice period in the event that the contract is terminated. There are no
termination benefits specified in this confract. Additional performance incentives may be agreed between Mr Munyard and Surtron
Technologies Pty Lid from times to time.

In the current year, Mr Munyard was granted 75,000 options, along with other staff of the Group, under the Staff Option Scheme as set
out in Note 31. The percentage of the value of compensation that consisted of options was 0.8%.

{vii} Mr | Tan is party to a service contract with Imdex Limited, which sets out a fixed compensation package, reviewable annually. The
setvice contract specifies 2 one month notice period in the event that the contract Is terminated. There are no terminafion benefits
specified in this confract.

Mr Tan was not granted any options during the prior year due fo his imited tenure at the time the Staff options were issued.
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{a} Share Based Payment Arrangemaents

Staff Option Plan

The Consolidated Entity has in place a Staff Option Scheme {Scheme) to reward employees lincluding Key Management Personnel) for
their past services as wall as provide an incentive for future efforts. The ferms and conditions of the Schame are set ouf in the Scheme
Rules with the Board of Directors responsible for the administration of the Scheme. The opliens carry no rights to dividends and no
voting rights. The options expire on their expiry date. The number of options grarted to staff is generally based on an assessment of the
performance of that staff member as determined by the Board of Directors. Staff are only eligible to receive options when they have
been with the Company in excess of 12 months. Generally the opfions will also be faken to have expired when the option holder ceases
o be employed by the Consolidated Entity. As at 30 June 20086 all of the options had vested.

Non-Executive Directors” Options
In accordance with ASX Principles of Good Corporate Govemance, Non-Executive Directors do not receive opfions.

Managing Directors® Options

The options issued to the Managing Director have been approved by members in General Meeting. The options carry no righis to
dividends and no voting rights. The options expire on their expiry date or three calendar months after ceasing to be a Director, and may
be exercised after 2 years at any time to their expiry date. As at 30 June 2006 all of the options had vested.

Corporate Advisors Options
During the prior year options were issued to Corporate Advisors of the Company as a performance incentive. The options carry no rights
to dividends and no voling rights. As at 30 June 2006 all of the options had vested.

{t) The foliowing share based payment arrangements were in existence during the pariod:

2006 Issue Date  Vesting Expiry Date Exercise Fair Value Numbear of Options
Date Price & atGrant Opening issued Exercised Lapsed Closing
Date katance current  current year current year  balance
s year
Staff Options
Tranche 1 1-Aug-84  1-Aug-04 31-3u08 0.20 0.a1 3,160,000 - {51,667) {60,000) 3,0048,333
Tranche 2 1-Fab-08 t-Feb-06  31-dan-11 0.35 (.02 - 2,880,000 - {20,000) 2,660,000

Managing Directors® Options

Tranche 1 15-Sep-05  15-8ep-05  14-Sep-14 0.30 0.41 - 2,000,000 - - 2,040,060

Corporate Advisors Options

Tranche 1 (Y 23-Dec-04 23-Dec-04  31-Jurd9 0.20 0.03 104,000 - - - 100,800

Tranche 2 {ii)  23-Dec0d  23-Dec-04 310007 020 0.02 2,000,000 - - - 2,000,080

Tranche 3 {i} 23-Bec-04 23-Dec-0d4  31-0ct-07 0.35 6.01 1,066,000 - - - 1,800,600
5,260,000 4,680,000 51,667) [BOO00 10,808,353

2005

Staff Options

Tranche 1 1-Aug-34  1-Aug-04 31-3ukD8 0.20 .41 - 3,210,000 - {50,000 3,160,040

Directors' Options

Tranche 1 25-0ct-01  25-Oct-1 24-Oct-04 0.20 0.63 1,000,000 - - {1,000,000) -

Tranche 2 25-0ct-01  25-Oct-l1 24-Oct-04 0.35 .61 1,060,000 - - {1,000,000) -

Tranche 3 25-0ct-01  25-Oct-(1 24-Oct-04 0.45 .41 1,064,000 - - {1,000,000) -

Corporate Advisors Options

Tranche 1{} 23-Dec-04 23-Dec-04  31-Jurd9 0.20 0.63 - 104,000 - - 140,080

Tranche 2 {ii) 23-Dec-04 23-Dec-04  31.0ct-07 0.20 0.62 - 2,000,000 - - 2,000,000

Tranche 3 {i} 23-Bec-04 23-Dec-0d4  31-0ct-07 0.35 .41 - 1,000,000 - - 1,080,680
000,000 G, 0 - 13,050,000 8,200,000

(i) Exercisable at any time ap 1o expiry.
(ify Exercisable at any time after fmdex shares trade at 30 cents for 5 consecutive trading days. This condition has been satisfied.
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{&) Fair vaiue of optiens granted during the financiat year

The weighted average fair value of the share cptions granted during the financial year fs $4.02 {2005 $0.02). Options were priced using a8 Black-
Scholes option pricing model. Where relevant, the expecied iife used in the model has been adjusted based on management's best estimate for the
affects of non-transferability, exercise restrictions {inciuding the probability of meeting market conditions attached to the option), and behaviourat
considerations. Expected volatility s based on the historical share price volatiity for the preceding 12 months.

2006 Managing Directers
Options Staff Options
Tranche 1 Tranche 2
Inputs inte the model
Grant date share price (5} 0.29 0.20
Exarcise price {$} .35 9.30
Expected volatility 20% %
Cption Hfe {years) 500 500
Lack of marketability discount 40% 456%
Rigk-froe interast rate 5.95% 5.75%
Dividend yiefd 0.00% 0.00%
204 Corporate Advisors Corporate Advisors Corporate Advisors
Staff Options Options Options Options
Tranche 1 Tranche 1 Tranche 2 Tranche 3
Inputs into the mode}
Grant date share price (5} 013 0,19 0.19 0.19
Exarcise price {$) .20 0.20 0.20 0.35
Expected volatility 38% 368% 368% 5%
Option life {years) 5.00 4.50 385 380
Lack of marketability discount 40% 40% 40% 40%
Risk-free interast rate 5.50% 5.50% 5.50% 5.50%
Dividend yield 0.00% 3.00% 0.00% 0.00%

{d) Exercised during the financial year

The foilowing options under the Staff Gpticn Plan were exercised during the finencial year:

Number Exercise Share Price at
Option Series Exercised Date Exarcise Date
Staff Options Tranche 1 16,867 15-Nov-pDs 0.30
Staff Options Tranche 1 25000 1.Feb.0s .41
Staff Options Tranche 1 10000 20 0un-08 0.58
51,667

32  Subsequent Events

Effective 1 August 2006 the Company acquired 100% of the shares of the Swedish-based Reflex Group {Reflex}) and the United
Kingdom-based Chardec Consultants Limited {Chardec).

The purchase price for Reflax is $25.4 million to be settfed $15 million in cash at setlemant and the issue of a convertible note with a
face value of $10.4 million. The convertible note carries the right to convert into 20.8 millon Imdex shares at a price of 50 cents per
share at any time until 30 June 2008. The coupon rate wilt be 8% per annum. Under the terms of the agreement, conversion will be
triggered automatically by the Imdex share price reaching $1 per share. Any Iindex shares issued under this note prior to 30 June 2008
will be held in voluntary escrow until 30 June 2008.

The purchase price for Chardec is GBP6.8 million {approximately $17 million) to be satisfied through the payment of GBP2.5 million in
cash at setifement and a further GBP4.3 million over three years from date of settiement.

Addifional disclosures with respect fo these acquisitions are impracticable at this stage as the acquisition accounting is still being
firatised.

Subsequent to year end the Directors declared a 1 cent per share fully franked dividend with an entifement date of 10 October 2006
and a payment date of 13 Oclober 2006, The effect of this dividend has not been reflected in this financial report.
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Reporting Standards

The Consclidated Entity changed its accounting polictes on 1 July 2005 to comply with Australian equivalents to international Financial
Reporting Standards (A-IFRS"). The transition to A-IFRS is accounted for in accordance with Accounting Standard AASB 1 First time
Adoption of Australian Equivalents to International Financial Reporting Standards’, with 1 July 2004 as the date of fransition, except for
financial instruments, including derivatives, where the date of transition is 1 July 2008 {refer note 1{a}). An explanation of how the
transition from superseded policies to AIFRS has affected the company and Consolidated Entity's financial position, financial
performance and cash flows is set out in the following tables and the notes that accompany the tables.

{a) Effect of A-IFRS on the balance sheet as at 1 July 2004

Consolidated Coempany
Superseded Effect of A-IFRS Supersaded Effect of A-IFRS
policies *  transition fo A- policies * transition to A-
iFRS IFRS
Notes $0006 60 3000 §eoo 8000 $'000
Current Assaets
Cash Assets 56 - 54 35 - 35
Racaivables 8,358 - 9,355 2,548 - 2.548
fhventories 8,340 - 8,340 a4 - 947
Current Tax Assets - - - a2 - 22
Other ] - 2] - - -
Mon Current Assats classified as
held for sale {i} - - - - - -
Tota! Current Assets 15,759 - 15,759 3,552 - 3,552
Mon Current Assets
Recetvables - - - - - -
Chther Financial Assets 5412 - 5,412 B.917 - 8,947
Property, Flant and Equipment {iy 14,771 {1,000 10,771 7420 (1,000 5,429
Exploration, Evatuation and
Development Expenditure {iy 41 {841) - &41 {841} -
fntangibles - - - - - -
Dafarred Tax Assets {iv} 54 387 S8 260 gy B47
Total Non Current Assets 18,418 {1,254) 17,164 18,247 (1,254} 13,983
Tota! Assets 34177 {1,254) 32,923 18,759 (1,254} 17,545
Current Liabhitities
Payables 7.220 - 7,220 2,482 - 2482
frterest Bearing Lighilities 4,429 - 4,428 3,548 - 3,888
Current Tax Liabilities L - s - - -
Provisions {ii) 540 {161) 479 203 {50 153
Liabilities directly asscciated with
Mon Current Assats classified as
held for sale {i} - - - - - -
Tota! Current Liabilities 12,327 {161) 12,166 5,583 {50} 5,533
Mon Current Liabilities
frterest Bearing Liahilities 3,238 - 3,238 4,405 - 4,405
Daferrad Tax Liabilities 370 - 370 30 - 370
Provisions {ii) 130 161 281 51 50 100
Total Non Current Liabilities 3,738 161 3,888 4,525 50 4,875
Total Liabilities 16,085 - 16,065 11,408 . 11,408
Net Assets 18,112 {1,254) 16,858 7,381 (1,254} 5,137
Equity
Contributed Equity 21058 - 21,088 21,058 - 21,058
Asset Revaluation Reserve ] - 2] B - ]
Farmign Currency Transiation
Rasarve - - - - - -
Employes Equity Settled Benefils
Rasarve {Hi - - - - -
Fetained Frofits/fAccumadated
Lossas) {vi} {2,854} {1,254) {4,208} (13,675) (1,254 {14,929)
Total Equity 18,112 {1,254) 16,858 7,381 (1,254} 5,137

* Reported financial position for the finandial year ended 30 June 2004

Page 59 of 68



IMDEX LIMITED

and its controffed entifies

NOTES TO THE FINANCIAL REPORT

33 Impacts of the Adoption of Australian Equivalents to International Financial
Reporting Standards (continued)

{h) Effect of A-IFRS on the income statement for the financiat year ended 30 June 2995

Revenue from sale of goods and
renderning of services

Other revenue from ordinary
activities

Total revenue

Other income

Write down of property, plant and
aequipment of Imdex Minerals to
recoverable amount

Raw hMaterials and Consumables
Used

Other expenses from ordinary
activities

Employes benafit expenses
Depreciation and amortisation
axpense

Borrowing costs

Profit before incomse tax expense

fncome tax expense relating to
ardinary activities

Profit from continuing operations

Frofitfloss) from discontinued
operations

Profit for the period

Frofit attributable to mincrity interest

Profit attributable to ordinary
aquity holdars of Imdex Limited

Notes

vy i)
v
v

Consolidated Company
Superseded Effact of AFRS Supersaeded Effect of A-IFRS
policies *  transition to A- policies * transition to A-
iFRS IFRS
$0006 60 3000 §eoo 8000 $'000

48,835 {6,784) 40,051 13,988 (8,784} 7.202
1,335 {1,335) - 1,955 (1,858 -
48,170 {8119 40,051 15,945 (8,743) 7.202
- 468 465 E 1,752 1,752
{1,370} 1,370 - (1,370 1,370 -
{21837} 2,038 {19,602} (8,103) 2,035 {4,088}
{10,661} 3,484 {7,189 (4,569 2,832 {1,737}
{8.569) 1716 {6,850} (3.078) 1,710 {1,368)
{1,949) 558 {1,380} (1,540 558 {481}
(529} 35 {484} {358 35 {324)
3455 1,550 5,605 {5743 1,550 978
(383} {4,340) {1,728 431 (1,340 {9049)
3072 210 3,282 {1433 2190 57
- 840 880 - 8990 280
3072 1,100 4,172 {1433 1,100 957
3072 1,100 4,172 {1433 1,100 957

* Reported financial results for the financial vear ended 30 June 2005

Page 60 of 68



IMDEX LIMITED

and its controffed entifies

NOTES TO THE FINANCIAL REPORT

33  Impacts of the Adoption of Australian Equivalents to International Financial

Reporting Standards (continued)

{c) Effect of A-IFRS on the balance sheet as at 30 June 2005

Consolidated Company
Superseded Effact of AFRS Supersaeded Effect of A-IFRS
policies *  transition to A- policies * transition to A-
iFRS IFRS
Notes 060 $'eoo 5000 $000 50006 $060
Current Assets
Cash Assets 103 - 103 o8 - 213}
Raceivables 3,520 - 13,920 4,556 - 4 558
fnvantories 8358 - 5,356 2,245 - 2,249
Current Tax Assets - - - - - -
Cther 18 - 18 3 - 3
Non Current Assets classified as
held for sale {iy - 5,125 5,125 - 5,125 5,125
Total Current Assets 22,397 5,128 27,522 B, 004 5,125 12,029
Mon Current Assets
Receivables - - - - -
Cther Financial Assets 1,475 - 1,475 2,884 - 2,984
Property, Flant and Equipment (i} 10,414 {4,524) 5,880 8,571 (4,524} 2,047
Exploration, Evaluation and
Davelopment Expenditure fi} 01 {804) - il B0 -
fntangibles 12 - 12 12 - 12
Daferrad Tax Assets {iv} 564 {108 559 320 {105) 234
Total Nos: Current Assets 13,166 {5,230) 7,938 10,457 (5,230 5,267
Total Assets 35,5683 {108 35,458 17,401 {105) 17,208
Current Liabitities
Fayables 7o¥z - 7972 2,526 - 2,528
frterest Bearing Lighilities fi} 4047 (B2 3,985 4,688 {524 4818
Cutrent Tax Liabifities 574 - 574 531 - 531
Frovisions {1} BEG {290 569 247 {140 07
Liabilities directly asscciated with
Mon Current Assats classified as
held for sale {i} - 182 182 - 182 182
Total Current Liahilities 13,452 {190 13,262 8,002 {40 7 BE2
Mon Current Liabilities
frierest Bearing Liahilities 2,883 - 2,883 4172 - 4,172
Daferrad Tax Liabilities - - - - - -
Frovisions {H} 103 190 243 38 40 78
Total Nos: Current Liabilities 72086 180 3,175 4,210 40 4,250
Total Liabilities 16,438 - 16,438 12,212 - 12,212
Met Assats 19,125 {108 18,020 5 180 {105) 5, G4
Equity
Contributed Equily 14,008 - 18,608 19,008 - 19,008
Asset Revaluation Reserve - - - - - -
Foreign Currency Transiation
Reserve - - - - - -
Employes Equity Seitled Benefils
Rasarve {Hi - 48 48 48 48
Fetained Frofits/fAccumedated
Lozsas) {wi} 117 {183 eti] (13,819 {1530 {13,873}
Total Equity 18,125 {108} 18,020 5 180 {105} 5,084

* Reported financial position for the finandial year ended 30 June 2605
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33  Impacts of the Adoption of Australian Equivalents to International Financial

Reporting Standards (continued)

{d) Effect of A-IFRS on the cash flow statement for the financial year ended 30 June 2065

There are no matenal differences between the cash flow statement presented under A-IFRS and the cash flow statement presented under the

superseded policies.
{e) Netes fo the reconciliations of income and equity

(i) Adjustments arising from the Business of Imdex Minerals

Notes

Incorne Statement Adjustments
Revenue
Raw matarials
Other expenses from ordinary activities
Employes benefit expenses
Depreciation and amortisation
Borrowing costs
Other
Income tax expense
(Frofit} from discontinued operation shown as a separate line ftem on the Income
Staterment (aa)

Reversal of depreciation and amortization on impaired assets (bb)
Reversal of depreciation on Imdex Minerals from 1 Feb 2005 when the business

was cfassified as hefd for sale {ag), {bb}
Reversal of AGAAP write down at 30 June 2008

Other

fncome {ax expense appficable to depreciation and amortisation reversal

Met adjestments to current pericd profits

Balance Sheet Adjustments
Reclassification of Non Current Assets held for sale [aa)
Reclassification of liabilities associated with Non Current Assets held for sale [aa)

Specific adjustments refating to the impairment of the Micaceous fron Oxide
Impairment of Property, Plant & Equipment (bb)
Reversal of depreciation on impaired Froperty, Plant & Equipment (bb)
Reversal of depreciation on Imdex Minerals from 1 Feb 2005 when the business
was classified as held for sale (ag)
Other
Reversal of AGAAP write down at 30 June 2008
Reclassification of Non Current Assets held for sale

fmpairment of Exploration, Evaluation and Development Expenditure
Reversal of aescciated amortisation on Exploration, Evaleation and
Development Expendiiure {bb)

Deferred tax agset adjustment relating to the impairment

39 June 2604
kR L]

30 June 20405
$0400

(8,764)
2,035
2,650
1,734

256
3%
32

(848)

(880)

120

183
1,370
{31}
(482)

1,150

5,125
182

(1,000
79

183
(31}
1,570
{5,128

(4.5243

(6413

40

{6013

{105}
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33  Impacts of the Adoption of Australian Equivalents to International Financial
Reporting Standards (continued)

The table above sets out the adiustments thal arise from the impairment write down and the dassification of the mdex Minerals
business as held for sale. With reference to the table:

{aa} Non Current Assets Held for Sale

Under A-IFRS, when the carrying amount of a group of assets is expected o be recovered principally through a sales transaction, rather
than continuing use, such assefs must be classified as held for sale. Assets held for sale are shown separately on the balance sheet
and their results (after tax) as a single amount on the Income Statement. In addition, depreciation for such assets ceases from this
point.

The business of Imdex Minerals met the definition of held for sale from 1 February 2005 and accordingly depreciation has ceased from
this date. This has resulted in a reduction in depreciation expense of $183k in the year ended 30 June 2005.

The profit from discontinued operations for the years ended 30 June 2005, reflect the transfer of Minerals’ revenue, expenses and
income tax into a single amount on the Income Statement.

{bb} Impairment of Assets

Under AGAAP assets are written down to recoverable amount when the asset's carrying value exceeds its recoverable amount. Under
A-IFRS, both current and non current assets are tested annually for impalrment. In addition, A-IFRS has a more prescriptive impairment
tesl, and requires, for instance, discounted cash flows (o be used where value in use Is used fo assess recovearable amount,

Under A-IFRE, based on a review of discounted cash flows of the Micaceous ron Oxide business, which is a separate ‘cash generating
unit’ of the business of Imdex Minerals, a write down of $1,000k for plant and equipment and $641K for exploration, evaluation and
development expenditure carled forward is required at 30 June 2004, Under AGAAP at 30 June 2004, the business of imdex Minerals
was assessed for recoverability, however as the business was assessed as g whole and not at the 'cash generating unit’ level as
required under A-IFRS no write down was indicated at that tims.

As set out in the 2005 Annual Report, the carrying value of imdex Minerals was wiitten down under AGAAP by $1.37millon at 30 June
2008, Due to the A-IFRS impalrment required at 30 June 2004, this write down has been reversed through the income statement for the
year ended 30 June 2005,

The decrease in the carrying value of property, plant and equipment and the carry forward exploration, evaluation and development
expenditure has resulfed in a reduction in depreciation and amortisation expense of $303k in the year ended 30 June 2005.

{it} Non Current Employee Benefits

Under AGAAP, provision for Annual Leave {short-terin employee benefit) was measured at nominal amounts and classified as a current
Habiity.

Urider AASB118 "Emploves Benefits” lisbllities for short-term employee benefils confinue fo be measured at thelr nominal amounts,
however employee benefits not expecied to be settied within 12 months are measured at their present value.

{iit) Share Based Payments

For the year ended 30 June 2005, share based payments of $48k to employees and consultants were not recognised under AGAAP.
Corresponding enfries have been made fo shareholders equity at 30 June 2005, There is no tax effect of these payments,

{iv} Income Tax

Under AGAAP, the Consolidated Entity adopted tax effect accounting principles whereby the income tax expense was calculated on
pre-tax accounting profits after adjusting for permanent differences. The tax effect of timing differences, which ococur when items were
included or allowed for income tax purposes in a period different to that for accounting were recognised at current faxation rates as

deferred tax assets and deferred tax liabilities, as applicable.

Under A-IFRS, deferred tax is determined using the balance sheet liability method in respect of temporary differences arising from
differences between the carrying amount of assets and liabilities in the Financial Report and their corresponding ax bases.
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Effact of A-iFRS adjustmants on deferrad tax halances
Daeferrad tax adjustments resuiting from the adjustments required under A-IFRS

Met increasel(decrease) to deferred tax balances

Effact of A-iFRS adjustmants on income tax expense
Adjustment required to income tax expense

Met increasel(decrease} In income tax expense

{v} Revenue

Consolidated and Company
30 June 2604 30 June 20085
o600 5000

387 {105)

387 {105}

Consoclidated and Company
Year ending 30
June 2065
$'000

(575)

575

Under AGAAP, the proceeds on sale of non current assets wers included in revenue with the cost of sale recorded in expenses. Under

A-IFRS, the net gain or loss from the sale of non current assets is recognised as Other income in the Income Statement.

Similarly, income from Grants and other non operating income has been recognised in Other Income, rather than included as part of

Cther Reverwe.
There is no net impact on the profit for the period as a result of these adjustments.

{vi) Retained profits

The effect on retained profits of the adjustments described above is set out below,

Notes
Retained earnings
fmpairment of the business of Imdex Minerals {iy
Adjustment 1o depreciation and amorlisation expense for the business of lmdex {iy
hinerais due to its impairment and classification as held for sale
Reversal of the write down of imdex Minerals to its recoverable amount {iy
Expensing share based payments £iily
Other
Adjustments to tax balances i)

Total adjustment to retained eamings

Consolidated and Company
30 June 2604 30 June 20085
§eoo 8000

1,641} {1,641}

. 303
. 1,370
. (45)
- (32
387 {105}

(1,254} {153}

Page b4 of b8



IMDEX LIMITED

and its controffed entifies

ADDITIONAL STOCK EXCHANGE INFORMATION

AS AT 21 AUGUST 2006

{a} Distribution of Shareholders
Fully Paid Options
Ordinary
Shares
1-1,000 50 -
1,001 - 5,000 344 4
5,001 - 10,000 380 18
10,001 - 100,000 880 66
100,001 — and over 144 8
1,798 94
Holding less than a marketable parcel 26 -
{b} Substantial Shareholders
Ordinary Shareholders Fully Paid
Number Parcentage
Souts Private Equity Limited 12,889,885 8.24%
Quadripart Investment Holdings {Pty) Lid 12,847,202 8.21%
J P Morgan Nominees Australia Limited 5 603,783 4025,
{c} Twanty Largest Holders of Quoted Equity Securities
Ordinary Shareholders Fully Paid
Numiber Parcantage
Souts Private Equity Limited 12,889,885 8.24%
Quadripart Investment Holdings {Pty) Lid 12,847,202 B8.21%
J P Morgan Nominses Australia Limited 5,603,783 4.02%
Mr William Wavish 5542000 3.97%
Wear Services Py Lid 5,000,000 3.E8%,
Chelverton Dividend Income Fund Limited 3,775,262 2.71%
lscosa (Phy) Lid 3,211,800 2.30%
Citicorp Nominees Py Limited 3,169,010 2.27%
Telic Alcate] {Australia) Py Lid 2,840,000 2.04%
MNational Nominess Limited 2,280,700 1.64%
Cogent Nominees Pty Limited 1,861,762 1.33%
Mr Patrus Cornelius Nicolass Middendorp 1,753,500 1.26%
ANZ Nomineas Limited 1,715,000 1.23%
Primbee Investments Pty Lid 1,615,921 1.16%
Longo Pty Lid 1,572,826 1.13%
Chippell Pty Ltd 1,210,273 0.87%
71,050,424 50.94%
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{d) Director and Company Secretary Shareholdings
Name Number of Number of
Bharas Optiens

Mr B W Ridgeway {indirectly} 5,000,060 2,000,600

Me | F Burston {indirectly) 200,000 -

Me H H Al-Blerry (directly) 755,000 -

Mr R W Kelly {indirectiy} 265,000 -

Mr K A Dundo {directly} 300,000 -

Mr | R Freeman {indirectly) 16,059,002 -

Mr J P O'Neil (indirectly} 12,847,202 -

Mr S J Lyons {directly) 50,000 200,000
35,478,204 2,200,600

{e} interests in Mining Tenements

Due to the disposal of Imdex Minerals on 1 July 2005, Imdex no longer holds an interest in any mining tenements at the date of this

report.

{f) Company Secretary

Mr Stephen John Lyons

{g) Registered Office

Level 3, Redgum House
18 Richardson House
West Perth

Wesfern Australia
Phone: {08) 8481 5777

{g) Share Registry

Computershare Investory Setvices
Lavel 2

45 8t Georges Terrace

Perth YA 8000

Phone: {08) 9328 2000
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