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LATROBE MAGNESIUM LIMITED
AND ITS CONTROLLED ENTITIES
ABN 52 009 173 611

DIRECTORS’ REPORT

The directors submit the financial report of the consolidated entity for the half-year ended 31 December
2006.

DIRECTORS
The names of directors who held office during or since the end of the half-year:
> & Paterson, Chairman
P F Bruce
K A Torpey
R B Foster
The directors have been in office for the whole of the period.

REVIEW OF OPERATIONS

The consolidated loss of the group for the half-year after providing for income tax was $151,945 (2005:
$96,669),

TROBE MAGNESIUM PROJECT

During the period under review, the Company executed au ash supply agreement with Hazelwoed Power,
which extends its previous agreement to 31 December 2009, A high level independent technical review of the
Latrobe Magnesium Project was undertaken by Process Essentials, a Biisbane based consulting firm,
specialising in process development with previous involvement in magnesium projects in Australiz,

The scope of the review included:

Review of proposed flowsheets

- Review of caleiom removal optione

identify operating costs for the calcivm removal options: and

- Provide comment on their technical and economical assegsment of the project.

The technical review confitmed previous test work undertaken by Worley Parsons that dry ash and the
precipitation process was effective in the removal of caleiwm oxide in the neutralisation /purification stap and
recommended some modifications to the process configaration, Process Bssentinls further concluded that the
adoption of proven Russian technolegy was techaically and commercially appropriate. Due to the corrent
state of the magnesium market, work on progressing the bankabie feasibility study has been deferred, Project
development work over the next twelve months will concentrate on the continued refinement of project
capitel and operating costs.

The Dotars grant lapsed during the period.



LATROBE MAGNESIUM LIMITED
AND ITS CONTROLLED ENTITIES
ABN 52 009 173 611

DIRECTORES REPORT (CONT'D)

BANGEMALL EXPFLORATION AREA WESTERN AUSTRALIA

In June 2006 the Compeny executed an agreement fo acquire a 100% equity inferest in exploration liceace
application E09/1293,

Geologically the tenement is located on the Morthern comtact between the Gascoyne Complex and the
Banget;lall Basin, centred on the Cobra anticline. The original application covered an area of approximately
648km”,

The Company has contpleted a detailed assessment of past exploration data and following the issue of the
notice of intention fo grant hies undertaken initial rock chip sampling and hand held scintiflometer work to
allow formulation of the first years exploration programme to be implemented on transfer of the licence.

SUBSEOUENT EVENTS

Exploration licence E09/1293 was recently granted by the Western Australian Department of Industry and
Resources. The tenement compriscs 154 blocks of the criginal 200 blocks applied for.

A transfer instrument has been lodged with the Deparfrent of Industry and Resources to transfor the
tenement to Latrobe Magnesium Limited.

The balance of the consideration, being 5,000,000 fully paid ordinary sharcs have bean issued, Inclnding this
issug the Company now has 535,112,440 ordinary fully paid shares on issue.

FUTURE WRECTION

With regerd to the Latrobe Magnesium Projuct, the board proposes now that it has abtained some certainty in
relation to an appropriate technology process and its refated capital and operating costs to ssoure a long term
strategic partner intsrested in participating in the project by way of a joint venture,

In addition the board contizuss to actively pussue other resource based investrment opportunities with
potential to provide short-term positive cash flows and growth opportunities,

AUPDITOR'S INBEPENDENCE DECLARATION

ey -

The auditer’s independence declaration under seciion 307C of the Corporaiions Act 2001 is sef out on page
14 for the half-year ended 31 December 2006 and forms part of this seport,

This report is signed in accordance with a resalution of the Board of Directors,

ot

D.O Paterson
Chatrman
Diated at Sydney this 15™ day of March 2007,




LATROBE MAGNESIUM LIMITED
AND ITS CONTROLLED ENTITIES
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CONSOLIDATED INCOME STATEMENT
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

Note Consolidated Entity
31 December 31 December
606 2005
$ $

Revenue
Other revenue 16,594 F19
Administration expenses (168,213 {97 448)
Fipance Costs (326) -
Loss before income tax expense (151,945 " (56,669)
Income tax expense | - .
Logs attributable to membe:fs of the parent entity z (151.045) {96,669)
Basic Harnings per share (cenis per share) {.03) (0.03)
Diluted earnings per share (cents per share) (0.03) , 003

The financial statements should be read in conjunction with the accompanying notes.




LATROBE MAGNESIUM LIMITED
AND ITS CONTROLLED ENTITIES
ABN 52009173 611

CONSOLIDATED BALANCE SHEET
AS AT 31 DECEMBER 2006

Note Consolidated Entity
' 31 December 30 June
2006 166
$ $

Current Assets

Cash and cosh equivalents 719,031 855,686

Trade and other receivables 36,826 48,767
Total Current Assets 753,857 904 453
Non-Current Assets

Mining teneroents 60,000 -

Properiy plant & equipment 2.612 3,022

Intangible agsefs 5,684,000 5,684,0G0
Total Non-Current Assets 5,746,612 3,687,022
Total Assefs ' §,302.469 - 6,591,475
Current Liahilities

Trade and other payables 85,511 32,572
Total Current Linbitities 85,541 82,572
Feotal Liabilities 85,511 82,572
Net Assets 6,416,958 6,508,903
Equity

Issued capital 23,651,650 23,581,650

Reserves 1,315,402 1,315402

Accumylated fosses {1%,550,094) {18,398,149)

5416058 £,508 803

Tntal 'ﬁ‘_qn ity
Lt

The financial staternents should be read in conjunction with the accompanying notes.




LATROBE MAGNESIUM LIMITED
AND ITS CONTROLLED ENTITIES
ABN 52 008 173 611

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
AS AT 31 DECEMBER 2066

Share
Capital
Ordinary Regervey Accumulated Total
Losses
8 $ $ §

Balance at [ July 2005 22,569,377 1,315,402  (18,186,861) 5,647,018
Loss for period - - {96,669) {96,669)
Tofal recognised income and
expenses for the pariod - - {96,669) {96,669)
Balance at 31 December 2008 22,509,377 1,315,402 (18,283,530) 5,601,249
Balance at 1 July 2006 23,591,650 1,315,402 (18,308,149} 6,308,903
Loss for period - - {151,945) {151,945)
Total racognised income and
expenses for the period - - {151,945) {151,%45)
Shares issued during period 60,000 - - 60,000
Balaace at 31 December 2006 23,651,650 1315402  {18,550,094) 6,415,958

The figancial staternents should be read in conjunction with the accompanying notes




LATROBE MAGNESTUM LIMITED
AND ITS CONTROLLED ENTITIES
ABN 52 009 173 611

CONSOLIDATED CASH FLOW STATEMENT
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

Conselidated Entity
31 December 31 December
2646 2005
$ $
Cash Flows from Operating Aetivities
Receipts from customers 11,940 -
Payments to suppliets and emiployees (164,863) {1356,922)
Interest received 16,594 TG
Interest paid (326} -
Net Cash used in Operating Activities (136,655} (136,143)
Cash Flows {roan Investing Activities - -
Net Cash from Investing Activities - -
Cash Flows from Financing Activities - -
Net Cash from Financing Activities - -
Net Decrease in Cash and Cash Equivalents {136,655) (136,143)
Cash and Cash Equivalents af Beginning of Period 835,086 149,202
Cash and Cash Eqguivalenis at end of Period 719,031 13,059

The financial statements should be read in conjunction with the accompanying notes.




LATROBE MAGNESTUM LIMITED
AND I'TS CONTROLLED ENTITIES
ABN 52 009 173 611

NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALE-YEAR ENDED 31 DECEMBER 2006

NOTE 1: BASIS OF PREPARATION

The half-year consolidated financial statements are a general purpose financial repott prepared in
accordance with the requirements of the Corporations Act 2001, Accounting Standard AASB 134:
Interimm  Financial Reporting, Urgent Issues Group Interprotations and other authoritative
pronouncements of the Australian Accounting Standards Board.

The accounting policies have been consistently applied by the entities in the consolidated group and
are consistent with those applied in the 30 June 2006 annual report.

It is recommended that this financial report be read in conjunction with the annual financial repott
for the year ended 30 June 2006 and any public announcements made by Latrobe Magnesium
Limited and its controlled entities during the half~year in accordance with continuous disclosure
requirements arising under the Corporations Act 2001,

The half-year report does not include fuli disclosures of the type normally included in an anmual
financial report.

Congolidated Enfity

NOTE 2: LOSS FROM ORDINARY ACTIVITIES 31 December 31 Decembher
_ 2006 20605
$ $
The following revenue and ecxpense Hems are relevant in
explaining the financial performance of the interim period
(y COther revenue
- Pinance Income 16,594 79
(i Expenscs
- Deprecigtion 430 230
- Evaluations costs expenses 29,886 - 31,185

10




LATROBE MAGNESIUM LIMITED
AND ITS CONTROLLED ENTITIES

ABN 32069173 611

NOTE 3: ISSUED CAPITAL

Ordinary Shares

a)

b}

c)

Issued and fully paid

Movements in ordinary shares at issue

Balance at beginning of reporting period

- 5,000,000 ordinary shares tssued in August 2006 at

$0.012 each in part consideration for acquisition of an

exploration Heence application

- 30,000,000 fully paid ordinary shares issued at 0.5

cents each pursuant to a private placement

- 80,000,000 fully paid ordinary shares issued at 0.6
cents each pursuant to a private placement

~ 2,500,000 fully paid ordinary shares issued at 0.6
cenis each to convert debt 10 equity

- 40,000,000 fully paid ordinary shares issued at 1.1
cents cach pursuam 1o & private placement

Transaction costs relating to share issue
Balance at end of reporting period

Shares on Issue

Balance at beginning of reporting period
Share Issues

- 21 Angust 2006

- 17 February 2006

- 27 Febmary 2006

- 28 February 2060

- 6 May 2006

Balance at end of reporting period

Options

31 Pecember 20 June
2006 2006
$ $
23,501,650 22,569,377
603,000 -
- 130,000
480,000
- 15,000
- 440,000
- (62.727)
23,651,650 23,551,650
No. No,
525,112,440 372,612,440
5,000,000
- 30,000,000
- 2,500,000
80,000,000
- 40,000,000
530,112,440 525,112,440

No opiions were granied during the period from the beginaing of this reporting period and up to the
dete of report.

At the date of this report there were no unissued ordinary shares of Latrobe Magunesium Limited
held under option.

11




LATROBE MAGNESIUM LIMITED
AND ITS CONTROLLED ENTITIES
ABN 52 008 173 611

NOTE 4. SEGMENT INFORMATION

The consolidated entity operated predominately in one industry within Australia during the period
under review,

The principal aclivity of the consolidated entity was the continued development of the Lattobe
Magnesinm Metals project.

Exploration activity in relation to exploration licence E(09/1293 was deferred pending the transfer of
the tenement.

NOTE 5. CONTINGENT LIABILITES
There has been no change in contingent liabilities since the last annual reporting date.
NOTE 6. EVENTS SUBSEQUENT TC REPORTING DATE

Exploration licence B09/1293 was granted by the Western Australian Department of Industry and
Resources on 31 January 2007. The tenement comprises 154 blocks of the original 200 blocks
applied for,

A mansfer instrument has been lodged with the Department of Industry and Resources to transfer
the tenement to Latrobe Magnesium Limited.

The balance of the consideration, being 5,000,000 ordinary fully paid shares have been issned.
Including this issue, the Company now has 535,112,440 ordinary fully paid shares on issue.

NOTE 7. ACCOUNTING ESTIMATES

The group assesses impairment at each reporting date by evaluating conditions specific to the group
that may lead to impairment of assefs. Where an impairment trigger exists, the recoverable amount
of the asset is determined.

As at 31 December 2006 the Company underiook an impairment test relating to the carrving value
of intangible assets.

It was determined that no impairment indicators were present. The key assumptions underlying this
impairment test have been based on data provided in the Worley Parsons pre-feasibility study and
subsequent reports by both Worley Parsons and Process Fssentials.

The key assumptions include a budgeted cash flow period of 20 vears, based on market information
for metal prices and exchange rates, utilising a discount rate of 13%.

12




LATROBE MAGNESIUM LIMITED
AND ¥TS CONTROLLED ENTITIIES
ABN 82009 173 611

: DIRECTORY DECLARATION
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

The directors of the company declare that:
1. The financiai staternents and notes, as ses out on pi:ges 610 12:

a) comply with Accounting Standards AASB 134: Interim Financial Reporting and the
Corporation Regulations; and

b} give a true and fair view of the economic entity’s financial position s at 31 December
2006 and of its performance for the halfyear ended on that date.

2. Inthe director’s oplnion there are reasonable grounds to believe that the company will be able to
pay its debis es and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Dirsetors,

On behalf of the Directors

A thtza s

D O Paterson
Chaimman
Dated at Sydney this 15” day of March 2007,

13
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Grant Thornton %

Auditor’'s independence declaration

To the Directors of Latrobe Magnesium Limited

1o accordance with the requirements of section 307C of the Corporations Act 2001, as lead
auditor for the review of Latrobe Magnesinm Limited for the year ended 31 December 2006,
I declare that, to the best of my knowledge and belief, there have been:

i na contraventions of the auditor’s independence requirements as set out in the
Corporations Act 2001 in relation to the audit; and

il. no contraventions of any applicable code of professional conducet In relation to the
andit,

oot Thomdom. MSY

GRANT THORNTON NSW

Chattered Accountants

3 3 LAY D

Partner

Sydney 15 March 2007
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Chartsred Accountasks

Business Advizere and Consullants ’ G’I'ant Th()mton 3
Independent review report

To the members of Latrobe Magnesium Limited
Report o the hatf-year financial report

We have teviewed the accompanying half-year financlal report of Latrobe Magnesiom
Limited (the Company} and the entities it controlled (the consolidated entity), which
compuises the balance sheet a3 at 31 Decernber 2006, and the income statement, statement
of changes in equity and cash flow statement for the half-year ended on that date, other
selected explanztory notes and the ditectors” declaration. The consolidated entity comprises
both Latrobe Magnesium Limited (the Company) aad the entities it controlled during that
half.year.

Lirestors’ regponsibifity for the halfyear finandal report

; The directors of the consolidated entity are responsible for the preparation and fair
presentation of the half-year financial report in accordance with Anstralian Accounting
Standards {including the Australian Accounting Interpretations) and the Cotporations Act
2001. This tesponsibility includes designing, implementing and maintaining internal control
relevant to the preparation and fair presentation of the half-year financial report that is free
from material misstatement, whether due to fraud or ervor; selecting and applying
appropriate accounting pelicies; and making accounting estimates that are reasonable in the
circumstances,

Anditor’s rsponsibility

Our responsibility is to express a conclusion on the half-year financial report based on our
teview. We conducted our review in accotdance with Auditing Standard on Review
Engagement ASRE 2410: Review of an Interim Financial Report Performed by the
Independent Auditor of the Entity, in order to state whether, on the basis of the procedures
described, we have become aware of any matter that malkes us believe that the financial
repott is not in accordance with the Corporations Act 2001 including giving 1 true and fair

g;fe?- B Fart St view of the consolidated entliy’s financial position s at 31 December 2006 and its

PO Locked Bog Q800 erformance for the half-yesr ended on that date; and complying with Acconnting Standard
VB Post Office P Y pyne &

Sycey NSW 1230 AASB 134 Interim Financial Reporting and the Corpotations Regulations 2001, As the

§ L e anditor of Latrobe Magnesium Limited, ASRE 2410 requizes that we comply with the

£ ifo@yiaw.com s ethical requirernents relevant to the audit of the annual finandal report.

W wwegrantibornton.corm. au

Granl Thornton NSW
ABN 23 024 787 757
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uaer Prolassionad Slentands Legistation,
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by indeceandnt s and entizs theoughout fhe world,



Grant Thornton &

A review of a half-year financial report consists of making enquiries, primarily of persons
tesponsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in zccordance
with Australian Auditing Standards and consequently does not ensble us to obtain
assurance that we would become aware of all significant matters that might be identified in
an audit. Accordingly, we do not express an audit opinion,

Independence

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

Conclusion

Based on out review, which is not an audit, we have not becotme awate of any matier that
mazkes us believe that the half-year financial repost of Lattobe Magnesium Limited is not in
accordance with the Corporations Act 2001, including:

()  giving a true and fair view of the consolidated entity’s financial position as at 31
Decernber 2006 and of its petformance for the balf-year ended on that date; and

(b)  complying with Accounting Standard AASB 134: Intetim Financial Repotting and
Corporations Regulations 2001.

(..—M T heritnn. AS\

GRANT THORNTON NSW
Chattered Accountants

Partner - Sydney 15 March 2007
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