Appendix 4E

LYNAS CORPORATION LIMITED

| ABN 009 066 648 | |  Financial Year Ended 30 June 2004

For announcement to the market

Current Previous

meambers

Net loss for the”peﬁdd attributable to memi}ers

Earnings per share Cents
Basic (4.52)
Diluted {4.82}
Dividends

No dividends have been declared or proposed during the current year or the previous year.

Notes on the Financial Results

The activities of Lynas Corporation Limited {"Lynas”} during the financial year have been directed
toward the implementation of the integrated RED mode! and development of the Mt Weld Project.

During the year Lynas acquired a 19.92% shareholding in AMR Technologies Inc. {"AMR"), a
Canadian TSX listed company. AMR is an international technology company that engineers Rare
Earths, zirconium and magnetic powders and is the second largest producer of advanced Rare
Earths in the world. AMR has manufacturing faciliies in China and Thailand Annual sales of
approximately US$50m are achieved across all global Rare Earths markets .

The Directors of Lynas believe AMR’s market presence, manufacturing facilities, and Rare Earths
industry experience strongly complements Lynas’ Rare Earths activities.

Cash inflows from operating activities for the current year were $0.75 million represented by interest
received on surplus funds and rental income. Cash outflows from operating activities of $5.84 million
substantially reflect the operating costs involved in undertaking the feasibility study of the Mt Weld
Project. The pricr year operating cash outflows were $6.45 million.

The group has sufficient funds to finance its operations for the next financial year but will seek to
raise additional funds for the development of its mining and concentration operations.

Cash at 30 June 2004 was $12.4 million with total assets of $36.5 million and net assels of $27.3
million representing $0.13 per share.

The atiached financial stalementis give full details of the performance of the Company over the past
year, and changes in business activities.
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

Directors’ Report

Your directors submit their report for the year ended 30 June 2004,

DIRECTORS

The names and details of the company’s directors in office during the financial year and unii the date of this report are
as follows. Directors wers in office for this entire period unless othierwise stated.

Mames, qualifications, experience and special responsibilities
Brian Davidson LL.B. {Hons} (Non-executive Chairman)

Mr Davidson is a consultant to Deacens, a major naticnal law firm, having retired as a partner on 30 June 2004, Mr
Davidson has over 35 years experience in corporaie and commerciat law, particularly in the natural resources industry.
He has been a director of many listed public companies including Carr Boyd Minerals Ltd and is presently a director of
Sing Gold Limited and a number of private company groups.

Nicholas Curtis, B.A. {Mons) {President and Chief Executive Officer)

Mr Curtis is the Presideni and Chief Executive Officer of the Company; hie is the Chairman of Sino Gold Limited, an
Australian fisted public company with gold mining operations in China; Chairman of 5t Vincent and Mater Health
Sydney Limited; Director of Garvan Institute of Medical Research; and President of Australia China Business Council
NEW Branch. His background is in resources banking and financing based on more than 20 years as a professional in
the futures, commodities and stockbroking industries.

Harold Ou Wang, M.SC.

Mr. Wang is an Executive Director of the Company and joined the Board on 28 September 2001, Previously he was
Vice President China Business Development of Sino Mining International Limited. Prior to that he was Vice Director of
the Foreign Affairs Bureau of China National Nonferrous Metals Industry Corporation {CNNC) where he had
responstbility for planning and administering the norferrous industry niationwide with particular emphasis oni examiring
and approving new projects. Mr. Wang hias an undergraduate and Master's degree in engineering with an emphasis
oni statistical analysis and modelling.

David Davidson

Mr. Davidson is 2 Non-executive Director of the Company and joined the Board on 28 March 2002. He has had a
distinguished career with ICl and DuPont. An Australian, he has lived and worked in Europe and North America and
held a number of senior execulive roles with global responsibiliies. He is a former director of 1C! America Inc. Sirice
returning fo Austratia, Mr. Davidson has been providing executive and corporate advice on organisation development
and strategy.

Andrew Lupton, MBA
Mr Lupton was an Executive Director and was the Vice President Corporate and Marketing uniil his resigriation on
22 October 2003,

COMPANY SECRETARY
Ivo Polovineo PNA, MNIA

Mr. Polovineo has been the company secretary for Lynias Corporation Limited for the past 3 years. He has spent over
18 years in senior management roles in the resource sector including over 15 years as company secretary of a
number of listed public companies.

Interests in the shares and options of the company and related bodies corgorate
As at the date of this report, the interests of the direciors in the shares and oplions of Lynas Corporation Limited were:

Ordinary Options over  Employee Options
Shares Ordinary over Ordinary
Shares Shares
Brian Davidsorn 758,000 — 300,000
Nicholas Curtis 15,564,192 — 2,000,000
Harold Ou Wang 800,000 — 1,500,000
David Davidson 535,000 — 300,000
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

Directors’ Report continued

EARNINGS PER SHARE Cents
Basic earnings per share {2.35)
Diluted earnings per share {2.35)
BIVIDENDS

No dividend has been recommended or recommended since the end of the previous financial year.

CORPORATE INFORMATION
Corporate structure

Lynas Corporation Limited is a company limited by shares that is incorporated and domiciled in Australia. Lynas
Corporation Limited has prepared a consolidated financial report inicorporating the entities that it controtled during the
financial year, which are outlined in the following illustration of the group’s corporate structure:

Lynas Corporation

Limited
100%
100% 100%

Mt Weld Holdings

Lynas T_fagsaies Pty Wt Weld Rare Earths Limited i

Limited Pty Limited

F04

It Weld Mining

Pty Limited

MNature of operations and principal activities

The principal activities during the year of entities within the consolidated entity were:
B Exploration and development of Rare Earths deposits;
B Exploration for other mineral resources.

Employees
The conisolidated entity employed 17 employses as at 30 June 2004 {2003. 1B employses).

REVIEW AND RESULTS OF OPERATIONS
Group Overview

During the year to 30 June 2004 the company issued a further 50,880,383 shares following exercise of listed options,
unilisted options, employee options and convertible notes.

Operating Results for the Year Gr;up Pa;ent
Reveriue 734,546 734,546
Loss before depreciation and interest (3,827,742} (3,821,842}
Depreciation and interest {555,028) (595,028)
L.oss from operations before income tax (4,422770) {4,416,870}
Income tax expense - -
Net loss (4,422,770} (4,416,870}
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

Directors’ Report continued

Performance Indicators

Management and the Board monitor the group's overall performarice, from its implementation of the mission statement
and strategic plan through to the performarnce of the company against operating plans and financial budgets.

The Board, together with management, have identified key performance indicators {KPIs) that are used to monitor
performance. Management monitor KPis on a regular basis. Directors receive the KPIs for review prior 1o each
monthly board meeting allowing all directors fo actively monitor the group's performance.

Investments for Future Performance

The aclivities during the past financial year have all been directed toward the implementation of the integrated RED
model and development of the Mt Weld Project.

On 28 January 2004 Lynas Corporation Limited acquired by private agreement, 3,180,375 common shares of AMR
Technologies Inc. (*AMR"}, a Canadian company whose shares are listed on the Toronte Stock Exchange, at a price
of C$2.35 per share from Whiterock Investmerits Lid of Singapore. This acquisition increased Lynas' total holding to
3,316,375 common shares of AMR representing 19.92% of the 16,645,100 common shares at the date of acquisition.

AMR is an international technology company that engineers Rare Earths, zirconium and magnetic powders. Over the
past ten years AMR has become the second largest producer of advanced Rare Earths in the world. AMR has
manufacturing faciliies in China and Thailand, and a nanctechnelogy research and development ceritre in the UK.
Annual sales of approximately US$50m are achieved across all giobal Rare Earths markets - South Korea, Japan,
Europe, China, and the United States.

The strategic value of this investment is underpinned by the value of the infegrated RED model. The Directors of
Lynas believe AMR’s market preserice, manufacturing faciliies, and Rare Earths indusiry experience strongly
complements Lynas’ Rare Earthis activities.

Review of Financial Condition
Capital Structure

At the start of the period the Company had 151,847,842 shares on issue. During the pericd, 60,680,383 shares were
issued following exercise of listed options, urnlisted options, employee options and convertible notes. At the end of the
period there were 212,528,225 ordinary shares, 26,585,404 urilisted options on ordinary shares on issue.

Af the end of the pericd there are alse 155 convertible notes outstanding which, if converted would add a further
72,333,385 ordinary shiares to give a total of 311,447,014 ordinary shares on a fully diluted basis.

it should be nioted that the Company has sought legat advice that endorses the view that the Company may have the
right o refuse conversion of the 100 convertible notes currently held by CMIEC {Australia) Py Limited.

Cash from Operations

Cash inflows from operating activities for the current year of $671,251 represent interest received on funds at bank,
and rental received for surplus premises.

Cash outflows from operating aclivities of $5,780,380 substantially reftect the operating costs involved in undertaking
the feasibifity study of the Mt Weld Project. The priar year operating cash outflows were $6,447,599.

Liguidity and Funding
The group has an unsecured Hability for §7.75 million associated with ouistanding converiible notes as al
30 June 2004 if such notes are not converted by their maturity date {November 2008). The group has sufficient funds

to finance its operations for the next financial year with the exception of additional capital which it will seek fo raise
during the next financial year to commence development of the mining and concentration operations.

Risk Management

The group takes a proactive approach to risk management. The Board is responsible for ensuring that risks, and also
opportunities, are identified on a timely basis and that the group’'s obiectives and aclivities are aligned with the risks
and opportunities ideritified by the Board.

The group believes that it is crucial for Board members to be a part of this process, and as such has established a
Safety, Health, Environment & Community (SHEC) Commiltee which manages the risks of the company and the
interface with the community in which it operates.

The Board has a number of mechanisms in place to ensure that management's objectives and activities are aligned
with the risks identified by the Board.
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

Directors’ Report continued

Statement of Compliance

The report is based on the guidelines in The Group of 100 Incorporated publication Guide to the Review of Operations
and Financial Condifion.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

Shareholders’ equily increased after a further $19,501,454 capital was raised through share issues from the
conversion of listed options, unlisted options and convertible notes and these funds continue to be used to finance
feasibility studies, acquisitions and working capital.

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

At the date of this report there are ric material events post balarice date that require to be disclosed other than the
exercise of the 1,000,000 July 2004 options, the lapsing of the 343,750 July 2004 options, and the excercise of 5
convertible noles of $50,000 each fo equity.

HIKELY DEVELOPMENTS AND EXPECTED RESULTS
The Company intends raising funds and commencing project development over the next 12 months.
The Company does niot intend disposing of its investment in the shares of AMR Techniclogies Inc.

SHARE OPTIONS
Unissued shares

As at year end the Company had on issue the foliowing options to acquire ordinary fully paid shares:

Description Number Expiry date Exercise price
Unlisted options 1,000,000 July 2004 $0.30c
Urilistad options 343,750 July 2004 $0.36¢
incentive Plan options 9,375,000 Various dates beyond November 2004 $0.25¢
Unlisted options 4,266,656 November 2008 $0.20¢c
Unlisted options 3,000,000 November 2006 $0.20¢
incentive Plan options 300,000 30 November 2007 $0.30¢c
Unlisted options 7,500,000 November 2007 $0.30c
Unlisted options 795,958 November 2007 $0.20¢

Option hotders do not have any right, by virtue of the option, to participate in any share issue of the company or any
related body corporate or in the interest issue of any other registered scheme.

Shares issued as a result of the exercise of options

Buring the financial year, the following oplions were exercised:

B 32421494 listed options at an exercise price of $0.40 each,

B 3,100,000 employees options at an exercise price of $0.25 each and

B 933,331 unlistad options at an exercise price of $0.20 each.

The holders of 59,670 tisted options did not exercise and therefore forfeited their rights.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

During or since the financial year, the compariy has paid premiums in respect of a coniract insuring all the directors of
Lynas Corporation L1d against costs incurred in defending proceedings for conduct involving:

{a) a wilful breach of duty; or
{b} a contravention of sections 182 or 183 of the Corporations Act 2001,
as permitted by section 1998 of the Corporations Act 2001,

The total amount of insurance contract premiums paid was $99,655. This amount is not included as part of the
directors remuneration in note 27.

ENVIROMNMENTAL REGULATION ARD PERFORMANCE

The consolidated eritity is bournid by the requirements of the relevant environmental protection authorities for the
management and rehabilitation of tenements owned or previously owned by the group. Tenements are being
miaintained and rehabilitated following these guidelines. There have been no kriown breaches of any of these
conditions.
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

Directors’ Report continued
HRECTORS AND OTHER OFFICERS’ EMOLUMERNTS

FRemuneration policy

The Board of Directors is responsibie for defermining and reviewing compensation arrangements for the Directors, the
Chief Exscutive Officer and the executive team. The Board assesses the appropriateness of the nature and amount of
emolumenis of such officers on a periodic basis by reference to relevant employment market conditions with the
overall objective of ensurinig maximum stakehiolder benefit from the retention of a high quality board and executive
team.

To assist in achievirig these objectives, the Board links the nature and amount of Executive Directors’ and Officers’
emotuments 1o the Company's financial and operational performance. All senior executives have the opportunity fo
qualify for participation iri the Employee Share Incerntive Plan which currently provides cash inceritives where specified
criteria are met including criteria relating to profitability, cash flow, share price growth and environimental performarice.
Details regarding the issue of share options under this plan are provided in note 22 to the financial statements.

Detatls of the nature and amount of each element of the emoclument of each director of the company and each of the
executive officers of the company and the consolidated entity for the financial year are as follows:

Annuzl Emoluments Long Term Emoluments
Base Bonus Gther  Termination & Options @ Superannuation
Fae Similar
Payments
$ 3 $ $ Number $ % of %
granted Amortised  Remuneration
cost
N. Curtis 319,852 — 2,700 s — 8,800 2.4% 27,935
A. Luapton 41,284 — — 3088613 — 8,600 1.8% 3.7186
0. Wang 204,000 — 50,000 e — 6,600 2.4% 16,514
8. Davidson 55,000 - — — —_— 1,320 1.7% 20,000
D, Davidsor 50,000 — — — — 8,540 11.6% —

* Living Away From Home Allowance

Emoluments of the executive officers” of the comgpany and the consolidated entity

Annuai Emoiuments Long Term Emoiuments
Base Fee Bonus Other Termination Options @ Superannuation
& Similar
Payments
% $ % $ Number % Amoriised %
granted cost
M. Vaisey 208 857 — — — — 1,100 18,797
M. Whillier 193,720 — — — — 2,200 17,435
M. James 208,718 — — — — 1,327 18,784

Notes
The terms ‘director’ and ‘officer’ have been freated as mutually exclusive for the purposes of this disclosurs.

*

The elements of emoluments have been delermined on the basis of the cost fo the company and the
consolidated entity.

# Executives are those directly accournitable and responsible for the operational management and sirategic
direction of the company and the consolidated entity.

@ The Company uses the fair value measurement provisions of AASB1046 “Director and Executive Disclosures
for Disclosing Entities” and the pending AASB2 "Share-based Payment” prospectively for all options granted fo
directors and relevarnt executives, which have riot vested as at 1 July 2003. The fair value of such grants is
being amortised and disclosed as part of director and executive emoluments on a straighi-line basis over the
vesting period. No adjustments have been or will be made to reverse amounts previously disclosed in relation
o options that never vest {i.e. forfeituras).

From 1 July 2003, options granted as part of director and executive emoluments have been valued using a
Binomial option pricing model, which takes account of factors including the option exercise price, the current
level and volatility of the underlying share price, the risk-free interest rate, expectad dividends on the underlying
shiare, current market price of the underlying share and the expected life of the option. See below for further
details.
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

Directors’ Report continued

The fair value of each option is estimated on the date of grant using a Binomial option-pricing mode! with the following
weighted average assumptions for grants made on 30 November 2001, 30 November 2002 and 30 June 2003:

30 November 2001 30 November 2002 30 June 2003
Dividend yield Nil it Nil
Expected volatility 25.6% 26.2% 25.8%
Histarical volatility 25.6% 26.2% 25.8%
Risk-free interest rate 4.47% 4.89% 4.39%
Expected life of option 5 years 5 years 5 vears

No dividends have been paid in the past and hence it is not appropriate fo estimate future possible dividends in the
calcutations. The expected life of the options is based on historical data and not necessarily indicative of exercise
patterns that may occur. The expected volatility reflects the assumption that the historical volatility is indicative of future
trends, which may also not necessarily be the actual outcome.

The resuliing weighted average fair values per option for those options vesting after 1 July 2003 are:

Number of options Grant date Vestihg date Weighted average fair value
4,550,000 30 November 2001 30 November 2008 $0.02
404,000 30 November 2002 30 November 2007 $0.04
870,000 30 June 2003 30 June 2008 $0.01

Currently these fair values are not recognised as expenses in the financial statements. Howsver, shiould these granis
be expensed, they would be amortised over the vesting pericds resulfing in an increase in employes benefits expernise
of $30,5621 for the 2004 financial year {2003: $29,149). Note that no adjustments fo these amounts have been made
to reflect estimated or actual forfeitures {i.e. options that do not vest).

DIRECTORS MEETINGS

The number of meetings of directors {including meetings of commitiees of directors) held during the year and the
number of meetings attended by each director were as follows:

Directors’ Meetings of Committees
Meetings Audit Nomination and SBafety, Health,
Remuneration Environment &
Community
Number of meetings held: 7 2 2 1
Number of mestings attended:
8. Davidsorn 7 2 2
N. Curtis 7 2 1
H. Wang 6
0. Davidson 7 2 1
A. Lupton {resigned 23 September 2003} 1

Cormmitiee membership

As at the date of this report, the company had an Audit Commitiee, a Nomination and Remuneration Commitiee and a
Finance Commitiee of the board of directors.

Members acting on the commitiees of the board during the year were:

Audit Nomination and Remuneration Safety, Health, Environment
& Cornmunity
B. Davidson (c} 8. Davidson {c) N. Curlis
N. Curtis 0. Davidson 0. Davidsorni {c)

TAX CONSOLIDATION

Effective 1 July 2002, for the purposes of income taxation, Lynas Corporation Lid and its 100% owned subsidiaries
have formed a tax consolidated group. Members of the group have entered into a tax sharing arrangement in order to
allocate income tax expense to the wholly-owned subsidiaries on a pro-rata basis. In addition the agreement provides
for the allocation of income tax liabilities between the enfities should the head entity defaull on its tax payment
obligatioris.
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

Directors’ Report continued

CORPORATE GOVERNANCE

in recognising the need for the highest standards of corporate behaviour and accourntability, the directors of Lynas
Corporation Ltd seek fo ensure appropriate and effective corporate governance. The company’s corporate governarice
statement is contained in the following section of this annual report.

Signed in accordance with a resolution of the directors.

il JhcC—

8. Davidson N. Curtis
Director Director

Sydney, 25 August 2004
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

Corporate Governance Statement

The Board of Directors of Lynas Corporation Limited is responsible for the corporate governance of the corisolidated
entity. The Board guides and monitors the business and affairs of Lynas Corporation Limited on behalf of the
shareholders by whom they are elected and to whom they are accountable.

The format of the Corporate Governance Statement has changed in comparison fo the previous year due fo the
infroduction of the Austratian Stock Exchange Corporate Governance Courncil’s best practice recommendations. In
accordarice with the Council's recommendations, the Corporate Governance Statement must now contain certain
specific information and also report on the Company's adoption of the Council’s best practice recommendations on an
exception basis, whereby disclosure is required of any recommendations that have not been adopted by the Company,
together with the reasons why thiey have not been adopted. Lynas Corporation Limited's corporate governarice
principles and policies are therefore structured with reference to the Corporate Govemance Council's best practice
recommendations, which are as follows:

Principte 1. Lay solid foundations for management and oversight
Principle 2. Structure the board to add value

Principte 3.  Promote ethical and responsible decision making
Principte 4.  Safeguard integrity in financial reporting

Principte 5. Make timely and balanced disclosure

Principle 6. Respect the rights of shareholders

Principte 7. Recognise and manage risk

Principte 8.  Encourage enhanced performance

Principte 9. Remunerate fairly and responsibly

Principle 10, Recognise the legitimate interests of stakeholders

Independence

Corporate Governance Courncil Recommendation 2.1 requires a majority of the board to be independent directors. In
addition, Recommendation 2.2 requires the chairperson of the company to be independent The Corporate
Governance Council defines independence as being free from any business or other relationship that could materially
interfere with — or could reasonably be perceived fo materially interfere with — the exercise of unfelfered and
independent judgement.

in accordance with the definition of independence above, and the materiality thresholds set, Brian Davidson and David
Davidson are viewsd as independent Directors of Lynas Corporation Limited. Whilst having had associationis with the
Company in the past, the Board does not view this as interfering with the exerdise of unfeltered and independent
judgement.

in accordance with Corporate Governance Council Recommendation 2.1, Lynas Corporation Limited anticipates
appointing an additional independent Director during the forthcoming year.

There are procedures in ptace, agreed by the board, to enable directors, in furtherance of their duties, to seek
independent professional advice at the comparny’s expense.

The term ini office held by each director in office at the date of this report is as follows:

Name Term in office Name Term in office
8. Davidsori 3 years N. Curtis 3 years
H. Wang 3 years 0. Davidson 2 years

For additional details regarding board appointments, please refer to our website.

Momination and Remuneration Committes

Recommendation 2.4 requires listed entities to establish a nomination commitiee. During the year ended 30 June
2004, Lynas Corporation Limited operated a joint nomination and remuneration commities. The dufies and
responsibilities typically delegated o such a commiltee are expressly included in the board’s own charter as being the
responsibility of the full board. The board does not believe that any marked efficiencies or enhancements would be

achieved by the creation of a separate nomination commitiee.
The Board is responsible for determining and reviewing compensation arrangements for the directors themselves and
the chief executive officer and the executive team. The Board has established, as a single unit, a nomination and

remuneration committee, comprising fwo non-executive directors. Members of this commitiee throughout the year
were:

8. Davidson {c)
0. Davidson
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

Corporate Governance Statement

Audit Committee

The Board has established an audit commiltee, which operates under a charier approved by the Board. It is the
Board's responsibility fo ensure that an effective internal control framework exists within the entity. This includes
internal controls to deat with both the effectiveness and efficiency of significant business processes, the safeguarding
of assets, the maintenarnce of proper accounting records, and the reliability of financial information as well as non-
financial considerations such as the benchmarking of operational key performance indicators. The Board has
delegated the responsibifity for the establishment and maintenance of a framework of internal control and sthical
standards for the managemenit of the consolidated entity fo the audit committee.

The commitiee also provides the board with additional assurance regarding the retiability of financial information for
inclusion in the financiat reports.

Recommendation 4.3 deals with the sfructure of the audit committee and requires independence of the members of
the audit committee.

Lynas Corporation Limited has orily been admiltted o the ASX/S&P top 300 all ordinaries listing during the year 30
June 2004 and has niot comptied during the year. Howsver, the skills and experience brought by the members of the
audit commitiee are such that the Board does not believe that any marked efficiencies or enhancements would be
achieved by a change during the period.

The Board of Lynas Corporation Limited intends o comply with Recommendation 4.3 in the ensuing financial year.
The members of the audit commiitee during the year were:

8. Davidson {c)

N. Curtis

Qualifications of audif commiftee members

Mr. Davidson LL.B. {Hons) is chairman of the audit committee. Mr Davidson is a conisultant to Deacons, a major
nationial law firm, having retired as a pariner on 30 June 2004. He has over 35 years experienice in corporate and
commercial law, particularly in the natural resources industry and is a Fellow of the Australian Instituie of Company
Directors. He has been a director of many listed public companigs including Carr Boyd Minerals Lid and is presently a
director of Sino Gold Limited and a number of private company groups.

Mr Curtis is the President and Chief Executive Officer of the Company; he is the Chairman of Sino Gold Limited, an
Australian listed public comparny with gold mining operations in China; Chairman of St Vincent and Mater Health
Sydney Limited; Director of Garvan Institute of Medical Research; and President of Australia China Business Council
NSW Branch. His background is in resources banking and financing based on more than 20 years as a professional in
the futures, commodities and stockbroking industries.

for details on the number of meetings of the audit commitiee held during the year and the attendeses at those
meetings, refer to page 9 of the Direciors’ Report.

Performance

The performarice of the board and kay executives is reviewed regularly against both measurable and qualitative
indicators. Dusing the reporting period, the riomination committee conducted two performance evaluations which
involved an assessment of each board member's and key executive’s performance against specific and measurable
qualilative and guantitative performarice criteria. The performance criteria against which directors and executives are
assessed are aligned with the financial and non-financial obiectives of Lynas Corporation Limited. Birectors whiose
performance is consistently unsatisfactory may be asked to retire.

Remuneration

H is the company's objective to provide maximum stakeholder benefit from the retention of a high quality board and
executive team by remunerating directors and key executives fairly and appropriately with refererice to relevant
employment market coriditions. To assist in achieving this objective, the Remurieration Committee links the nature and
amount of executive directors’ and officers’ emoluments to the company’s financial and operational performance. The
expected outcomes of the remuneration structure are:

B Retention and Motivation of key executives

B Attraction of quality management to the company

] Performance incerntives which allow executives to share the rewards of the success of Lynas Corporation
Limited

for details on the amount of remuneration and all monetary and non-monstary components for each of the non-
director executives during the year and for all directors, refer fo page 8 of the Directors’ Report. In relation to the
payment of bonuses, options and ofthier incentive paymenits, discretion is exercised by the board, having regard to the
overall performance of Lynas Corporation Limited and the performance of the individual during the period.

There is no scheme to provide retirement benefits, other than statutory superannuation, to non-executive directors.
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

Corporate Governance Statement

The Board is responsible for determining and reviewing compensation arrangements for the directors themselves and
the chief executive officer and the executive fsam. The Board has established a remuneration commitiee, comprising
the non-executive directors. Members of the remuneration commitiee throughout the year wers:

B. Davidson (c}
D. Davidson

for details on the number of meetings of the remuneration commitiee held during the year and the attendees at those
meetings, refer to page 9 of the Direciors’ Report.

Safety, Health, Envirenment and Community (SHEC) Committee

During April 2003 the Board recogriised the need for the SHEC Commitiee, to prepare the compariy for the emerging
Mt Weld project. The principal objective is 1o receive reports and consult with management to monitor and review, on
behalf of the Board, the due compliarice of the company with laws, regulations and policies relating to the following:

B workplace health and safety

B environmental matters and

B community relationships.

The key activities of the Committee are:-

B ensuring appropriate policies are in place and regularly reviewing those policies

B8 ensuring that appropriate systems are implemented to menitor and measure compliance with the enacted policies
and the maintenance of the adherence to these systems

B reporting fo the Board on its defiberationis and recommending appropriate courses of action as riecessary.
The members of the SHEC commitiee during the year were:

D. Davidson {c}

N. Curtis
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

Statement of Financial Performance

YEAR ENDED 28 JUNE 2004

REVENUES FROM ORDINARY ACTIVITIES

EXPENSES FROM ORDINARY ACTIVITIES
Depreciation expense

Borrowing costs expense

Salaries and employee benefits expense

Cost of disposal of shares in a controlied entity
Forgiveness of subsidiary company debt
Other expenses from ordinary activities

LOSS FROM ORDINARY ACTIVITIES BEFORE
INCOME TAX EXPENSE

INCOME TAX EXPENSE RELATING TO ORDINARY
ACTIVITIES

NET LOES ATTRIBUTABLE TO MEMBERS OF
LYNAS CORPORATION LIMITED

Share issue costs

TOTAL EXPENSES ATTRIBUTABLE TO MEMBERS
OF LYNAS CORPORATION LIMITED AND
RECOGHISED DIRECTLY N EQUITY

TOTAL CHANGES IN EQUITY OTHER THAN
THOSE RESULTING FRUOM TRANSACTIONS WITH
OWNERS AS OWNERS ATTRIBUTABLE TO
MEMBERS OF LYNAS CORPORATION LTD

Basic loss per share {cents per share}
Diluted logs per share (cents per share}

Notes CONSOLIDATED LYNAS CORPORATION LIMITED
2004 2003 2004 2003
$ $ $
2 747,300 247,300
3 {192,136} {192,136)
3 (348,684} (348,684)
{2,468 516) {2,488,516)
{500,000} —
— {133,755)
3 (2,324,802} (2,324,802}
(5,086,838} (5,220,593}
4 _
(5,086,838} (5,220,838)
19

— (319,507} — (319,507)
— (319,507} — (319,507)
(4422,770) (5406345}  (4,416.870)  (5.540,100)

25 {2.35) (4.52) {2.35) (4.52)

25 {2.35) (4.52) {2.35) (4.52)

Page 14



LYNAS CORPORATION LIMITED—ANNUAL REPORT

Statement of Financial Position

AT 30 JUNE 2004 Notes CONSOLIDATED LYNAS CORPORATION LIMITED
2004 20603 2004 2003
$ $ $ $

CURRENT ASSETS

Cash assets 3,183,876 3,183,885
Regeivables 8 128,101 128,101
Other 7 148,246 148,246
TOTAL CURRENT ASSETS 3,460,223 3480212

NON-CURRENT ASSETS

Receivables 8 — 11,205,435
Investrments 2] — 3,044,638
Property, plant and equipment 16 162,047 182,047
Deferred exploration, evaluation and development 11 14,252,021 —
costs

Other 12 71,527 71,527
TOTAL NON-CURRENT ASSETS 14,485 595 14,483,647

TOTAL ASSETS 17,845,818 17,943,888

CURRENT LIABILITIES

Payables 13 1,608,222 1,606,263
Interast bearing liabilities 14 — —
Provigions 15 482,168 482,168
TOTAL CURRENT LIABILITIES 2,090,380 2,088,431

NOMN-CURRENT LIABILITIES

Interest-bearing liabilities 16 3,227,828 3,227,828
Provisions 17 447,408 447,406

TOTAL NON-CURRENT LIABILITIES 3,675,234 3,675,234
TOTAL LIABILITIES 5,765,624 5,763,665
NET ASSETS 12,180,184 12,180,194
EQUITY

Parent entity interest
Contributed equity 18 29,082 415 29,062,415
Accumulated losses 19 {16,882,221} {16,882,221}

TOTAL EQINTY 12,180,194 12,180,194
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

Statement of Cash Flows

YEAR ENDED 38 JUNE 2004

CONSOLIDATED
2004 2003
$ $

Notes

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from rental

Payments to suppliers and employees
interast received

Borrowing costs

NET CASH FLOWS USED N OPERATING
ACTIMITIES

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment
Proceeds from sale of shares in a confrolled entity
Procesds from sale of tenement

Proceeds from sale of property, plamt and equipment
Purchase of investments

Security bonds ledged

Advances to subsidiary company

Payments for exploration

NET CASH FLOWS FROMI{USED N} INVESTING
ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issues of ordinary shares
Payment of share issue costs

Proceeds from borrowings

Repayments of borrowings

NET CASH FLOWS FROM FINANCING
ACTIVITIES

NET INCREASE iN CASH HELD
Add opening cash brought forward
CLOSING CASH CARRIED FORWARD

233,276
(6,441,549}

87,826

(6,050}

20 {6,126,497)

{18,391}
2 500,000
2 25,000

{2,075,591)
(1,568,982}

6,450,000
(319,507}
3,500,000
(500,000}

9,130,493

18(b)
18(b}

1,435,014
1,748,862

20{b} 3,183,876

LYNAS CORPORATION LIMITED
2004 2003
3 $

229,236
{8,513,100)
87,826
(6,050)
(8,202,088}

(18,391)
500,000
25,000

506,609

6,450,000
{319,507}
3,500,000
{500,000}

9,130,483

1,435,014
1,748,851
3,183,865
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

Notes to the Financial Statements

30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

{a) Basis of accounting

The financial report is a general-purpose financial report, which has been prepared in accordance with the
requirements of the Corporations Act 2001 including applicable Accounting Standards. Other mandatory professional
reporting requirements {Urgent Issues Group Consensus Views) have also besn complied with.

The financial report hias been prepared in accordance with the historical cost convention.

{b) Changes in accounting policies
The accounting policies adopted are consisterit with those of the previous year.

{c) Principles of consolidation

The consolidated finaricial statements are those of the consolidated entity, comprising Lynas Corporation Limited {the
parerit company) and all entities that Lynas Corporation Limited controlled from fime fo time during the ysar and at
reporting date.

Information from the financial statements of subsidiaries is included from the date the parent compary obtains control
anitil such time as controt ceases. Where there is loss of control of a subsidiary, the consclidated financial statemerits
include the results for the part of the reporting period during which the parent company has conirol.

Subsidiary acouisitions are accounted for using the purchase method of accounting.

The financiat stalemenis of subsidiaries are prepared for the same reporting period as the parent company, using
consistent accounting policies. Adiustments are made o bring into line any dissimilar accounting policies that may
exist.

All intercompany balances and fransactions, including unreatised profits arising from intra-group fransactions, have
been eliminated in full. Unrealised losses are eliminated urnless costs canniot be recovered.

{d) Foreign currencies
Translation of foreign currency transactions

Tranisactions in forsign currencies of entities within the consolidated entity are converted fo local currency at the rate
of exchange ruling at the date of the transaction.

Foreign currency monetary items that are outstanding at the reporting date {other than monetary items arising under
foreign cusrency confracts where the exchange rate for that monetary item is fixed in the contract) are franslated
using the spot rate at the end of the financial year.

All resuiting exchange differences arising on seitlement or re-statement are recognised as revenues and expenses
for thie finanicial year.

{e) Cash and cash equivalents

Cash oni hand and iri banks and short-term deposits are stated at nominat value.

for the purposes of the Statement of Cash Flows, cash includes cash on hand and in banks, and money market
investments readily convertible to cash within 2 working days, net of cutstanding bank overdrafis.

{f} Receivables
Receivables from related parties are recognised and carried at the riominal amount due.

funds on deposit are measured at nominal value.

{g) Investments

interests in listed and unlisted securities are brought to account at cost, and dividend income is recognised in the
statement of financial performance when received.

Al non-currend investmenis are carried at the lower of cost and recoverabie amount.
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

Notes continued

30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

{h) Recoverable amount

Non-current assets measured using the cost basis are not carried at an amount above their recoverable amount, and
where a carrying value exceeds this recoverable amount, the asset is written down. In determining recoverable
amount, the expected net cash flows have beern discounted fo their preserit value using a market determinied risk
adjusted discount rate of 12%.

{i} Property, plant and equipment

Cost and valuation

All classes of property, plant and equipment are measured at cost.

Where assets have been revalued, the potential effect of the capitat gains tax on disposal has not been taken into

account in the determination of the revalued carrying amount. Where # is expected that a liability for capital gains tax
will arise, this expected amount is disclosed by way of note.

Depreciation
Depreciation is provided on a straight-line basis on all property, plant and equipment.
Major depreciation periods are: 2004 2003
L.easehold improvements: The lease term The lease term
Plant and equipment:
- furniture & fitiings 5 years 5 years
- mine buildings, plant & equipment 5to 15 years 510 15 years
- computer equipment and office machines 3 o 5 years 3 to 5 years
{j} Leases

L.eases are classified at their inception as either operating or finance leases based on the economic substance of the
agreement so as to reflect the risks and benefits incidental fo ownership.

Operating leases

The minimum lease paymerits of operating leases, where the lessor effectively retains substantially all of the risks
anid benefits of ownership of the leased item, are recognised as an expense on a straighit-line basis.

The tease incentive liability in retation o the non-canceliable operating lease is being reduced on an imputed interest
basis over the lease term (5 years) at the interest rate implicit in the lease.

Contingent reritals are recognised as an expense in the financial year in which they are incurred.

{k) Exploration, evaluation, development and restoration costs
Costs carried forward

Costs arising from exploration and evaluation activities are carried forward provided such costs are expected o be
recouped through successful developmeni, or by sale, or where exploration and evaluation activities have riot, at
reporting date, reached a stage to allow a reasonable assessment regarding the existence of economically
recoverable reserves.

As the Mt Weld project has not yet reached final feasibility all evaluation costs including a proportion of overhead
costs are deferred.

Grants and subsidies are offset against costs as incurred.

Costs carried forward in respect of an area of inferest that is abandoned are written off in the year in which the
decision to abanden is made.

Amortisation

Costs on productive areas are amortised over the life of the area of interest to which such costs relate on the
production output basis.
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Notes continued

30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

{k} Exploration, evaluation, development and restoration costs (continued)

Restoration costs

Restoration costs that are expected o be incurred are provided for as part of the cost of the exploration, evaluation,
development, construction or production phases thatl give rise to the need for restoration. Accordingly, these costs
are recogrised gradually over the life of the facility as these phases occur. The costs include obligations relating to
reclamation, waste site closure, plant closure, piatform removal and other costs associated with the restoration of the
site. These estimates of the restoration obligations are based on anticipaied technology and legal requirements and
future cosis. Any chariges in the estimates are adjusted on a retrospective basis. In determining the restoration
obligations, the erntity has assumed no significant changes will occur in the relevant Federal and State legisiation in
relation to restoration of such mines in the future.

{1} Other non~current assets

Research and development costs

Research and development costs are expensed as incurred, except where fulure benefils are expected, beyond any
reasonable doubt, fo exceed those costs. Where research and development costs are deferred such costs are
amortised over future periods on a basis related to expected future benefits. Unamortised costs are reviewed at each
reporting date to determine the amount {if any) that is no longer recoverable and any amount identified is writien off.

Expendifure carned forward

Significant items of carry forward expenditure having a benefit or relaticnship to more than orne period are written off
over the periods to which such benefit relates.

{m) Payables
Liabilities for trade creditors and other amounts are carried at cost which is the fair value of the consideration to be
paid in the future for goods and services received, whether or riot billed to the consolidated entity.

Payables o related parties are carried at the principal amount. Interest, when charged by the lender, is recognised
as an experise on an accrual basis.

Deferred cash setilements are recognised at the present value of the outstanding consideration payable on the
acquisition of an asset discounted at prevailing commerciat borrowing rates.

Liahilities for trade creditors amounts represent fiabilities for goods and services provided fo the Company prior fo the
end of the finaricial year and which are unpaid. The amounis are unsecured and are usually paid within 30 days of
recognition.

{(n}) Interest-bearing liabilities
All loans are measured at the principal amount. Interest is recognised as an expense as it accrues.

{0} Provisions

Provisions are recognised whien the economic entity hias a legal, equitable or constructive obiigation fo make a futurs
sacrifice of economic benefils to other entilies as a result of past transactions or other past events, it is probable that
a future sacrifice of economic benefits will be required and a reliable estimate can be made of the amount of the
obligation.

A provision for dividends is not recogriised as a liability unless the dividends are declared, determined or publicly
recommended on or before the reporling date.

{p} Contributed equity
tssued and paid up capital is recognised at the fair value of the consideration received by the company.

Any tranisaction costs arising on the issue of ordinary shares are recognised directly in equity as a reduction of the
share proceeds received.
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Notes continued

30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

{q} Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow fo the entity and the
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is
recognised:

Sale of goods

Revenue received from the sale or disposal of products, material or services during the exploration, evaluation or
development phases of operations is offset against deferred expenditure in respect of the area of interest or mineral
resource concerned.

Interest
Controf of the right o receive the interest payment.

{r} Taxes

Income faxes

Tax-effect accounting is applied using the liability method whereby income tax is regarded as an expense and is
calculated on the accounting profit after allowing for permanent differences. To the extent fiming differences occur
between the fime items are recognised in the financial stetements and when items are taken into accourt in
determining taxable income, the niet related taxation benefit or liability, calculated at current rates, is disclosed as &
future income tax bensefit or a provision for deferred income tax. The net fiture income tax benefit relating fo tax
losses and timing differences is not carried forward as an asset unless the benefit is virtually cerfain of being
realisad.

Goods and Services Tax (G571}

Revenues, expenses and assets are recognised niet of the amount of GST except:

B where the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in
which case the GST is recogrised as part of the cost of acquisition of the asset or as part of the expense item as
appiicable; and

B receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or
payables in the Statement of Financial Position.

Cash flows are included in the Statement of Cash Flows on a gross basis and the GST component of cash flows
arising from investing and financing activities, which is recoverable from, or payable fo, the taxation authority are
classified as operatinig cash flows.

Commitmerits and contingencies are disclosed riet of the amount of GST recoverable from, or payable fo, the
taxation authority.

{s) Employee benefits

Provision is made for employee bensfils accumulaled as a result of employees rendering services up fo the
reporting date. These benefits include wages and salaries, annual leave, sick leave and long service leave.

Liabiliies arising in respect of wages and salaries, anniual leave, sick leave and any other employes bensfils
expected to be setiled within twelve months of the reporting date are measured at their nominal amounts based on
remuneration rates which are expected to be paid when the liability is settled. Al other employee berniefit liabilities
are measured at the present value of the astimated future cash outflow to be made in respect of services provided
by employees up to the reporting date. In determining the present vaiue of future cash outflows, the market vield as
at the reporting date on national government bonds, which have terms to maturity approximating the terms of the
relatad liability, are used.

Employee benefit expenses and revenues arising in respect of the following categories:

B wages and salaries, non-mornetary benefils, annual leave, long service leave, sick leave and other leave
benefits; and
] othier types of employee bensfits

are recognised against profits on a niet basis in their respective categories.
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Notes continued

30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

{s) Employee benefits {continued}

The value of the equity-based compensation scheme described in note 22 is riot being recognised as an employes
benefits expense.

in respect of the consclidated entity's defined benefits superannuation plans, any cortributions made fo the
superannuation plans by enitities within the consclidated entity are recognised against profits when due.

{t} Earnings per share

Basic EPS is calculated as net profit atiributable to members, adjusted to exclude costs of servicing eguity {other than
dividends} and preference share dividends, divided by the weighted average number of ordinary shares, adjusted for
arny bonus elemenit.

Dilvted EPS is calcutated as niet profit attributable 1o members, adjusted for:
] costs of servicing equity {other than dividends) and preference share dividends;

B the after tax effect of dividends and interest associated with diltive potential ordinary shares that have been
recognised as experises,; and

] other non-discretionary changes in revenues or expenses during the period that would resuit from the ditution
of potential ordinary shares;

divided by the weighted average number of ordinary shares and dilutive potential ordinary shares, adjusted for any
bonus element.

{u) Borrowing Costs

Borrowing costs are recognised as expensas in the period in which they are incurred, except where they are included
in the costs of gqualifying assets. A qualifying asset is an asset that necessarily takes a substantial period of fime to
get ready for ils intended use or sale. The capitalisation rate used to determine the amount of borrowing costs o be
capitalised is the weighted average interest rate applicable to the entity's outstandinig borrowings during the period.

{v} Comparatives

Where necessary, comparatives have been reclassified and repositioned for consistency with current year
disclosures.

Page 21



LYNAS CORPORATION LIMITED—ANNUAL REPORT

Notes continued

30 JUNE 2004 Notes CONSOLIDATED LYNAS CORPORATION LIMITED
2004 2003 2004 2003
$ $ $ $

2. REVENUE FROM ORDINARY ACTIVITIES

Revenues from non-operating activities
Rernt : 124,977
Inferast - other parsons/corporations 97,323
Proceeds from disposal of property, plant and equipment —
Proceeds from disposal of shares in a controlled entity 500,000

Other revenue — sale of tenements 25,000
Total revenues from non-operating activities

Total revenues from ordinary activities 747,300

3. EXPENSES AND LOSSES/H{GAINS)

{a} Expenses

Dapraciation of non-current assets
Leasshold improvements
Plant and squipment

Total depraciation of non-current assets

Borrowing costs expensed
Interast expense
Convertible note facility
Amortisation of borrowing costs

Total borrowing costs expensed

Other expenses
Office expenses

1,064,087
96,564
418,837

Operating lease rental
Travel and accommodation

Consulting 315,193
Accodnting and tax consulting 110,366
Audit and accounting fees — auditors 41,000
Legat consulting 167,916

Other

Total Other expenses

110,858
2,324,802

Superannuation contributions 154,157

{b} LossesH{gains)

Net loss on disposal of property, plant and equipment

Net {profit) on disposat of tenements {25,000)

1,084 0687

2,324,802

154,157
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

Notes continued

30 JUNE 2004 Notes CONSOLIDATED LYNAS CORPORATION LIMITED
2004 2003 2004 2003
$ $ $ §

4. INCOME TAX

The pritma facie tax, using tax rates applicable in the
country of operation, on profit and extraordinary items
differs from the income tax provided in the financial
statements as follows:

Prima facie tax benefit on loss from ordinary activities {1,526,051) {1,566,178}
Tax effect of permanent differences
Other iterns (net) 42,274 42,274

Future income tax benefits on tax losses not brought
to account

1,483,777 1,523,804

income tax expense atiributable to ordinary activities

income tax losses

Future income tax benefit arising from tax losses of a
controfled entity not recognised at reporting date as
realisation of the benefi is not regarded as virtually
certain

2,183,476 2,137,801

This future income tax benefit will only be obtained if:

{a} future assessable income is derived of a nature and of an amount sufficient to enable the benefit to be realised;
{b} the conditions for deductibility imposed by tax legistation continug to be complied with; and

{c} no changes in tax legislation adversely affect the consolidated entity in realising the benefit.

Tax consolidation

Effective 1 July 2002, for the purposes of income taxation, Lynas Corporation Lid and its 100% owned subsidiaries have formed a tax
consolidated group. Members of the group have entered info a tax sharing arrangement in order to allocate income tax expense to the
wholly-owned subsidiaries on a pro-rata basis. In addition, the agreement provides for the allocation of income tax liabilities between
the entities should the head entity default on iis tax payment obligations. At the balance date, the possibility of defauit is remote. The
head entdity of the tax consolidated group is Lynas Corporation Lid.

Thete has been no material effect on the accounting for future income tax benefit or the provision for deferred tax liabilities. Lynas
Carporation Ltd has formally notified the Australian Tax Office of its adoption of the tax consolidation regime.

5. DIVIDENDS PAID OR PROVIDED FOR ON ORDINARY SHARES
No Dividend has been recommended or declared since the end of the previous financial year

6. RECEIVABLES (CURRENT)
Other receivables — security bonds 128,101 128,104
128,101 128,104

7. OTHER CURRENT ASSETS

Borrowing costs

Prepayments-other
148,246 148,246

8. RECEIVABLES (NON-CURRENT)
Related party receivables

Wholly-owned group
— controlled entities 28 11,208,435

11,205,435
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Notes continued

30 JUNE 2004 Notes CONSOLIDATED LYNAS CORPORATION LIMITED
2004 2003 2004 2003
$ $ $ $

9. INVESTMENTS (NON-CURRENT}

Investments at cost comprise:

Shares
Interast in subsidiaries 3,044,638
Listed —

Total investments 3,044,638

Listed Shares

Quoted market value at balance date of investments 7,163,028 — 7,163,028 —
listed on & prescribed stock exchange

The listed shares at cost comprises the investment in 3,316,375 common shares AMR Technologies inc, which is listed on the Toronto
Stock Exchange in Canada, as announced on 28 January 2004, Lynas’ total holding of AMR shares represents 19.82% of the
16,645,100 common shares outstanding at the time of acquisition.

Lynas Corporation Limited does not have any board seats in AMR Technologies Inc, nor does it exercise significant influence over that
company and accordingly this asset is carried at cost.

Interast in Bubsidiaries

Name Coundry of Percentage of equity interest investment
incorporation held by the consclidated
entity
20664 2003 2004 2003
% Ya $
Mt Weld Rare Earths Py Ltd Austratia 100 5
Wt Weld Holdings Lid Austratia 100 3,044,631
Mt Weld Mining Pty Lid Australia 100 1
Lynas Transales Ply Lid Australia 100 t
3,044,638
Notes CONSOLIDATED LYNAS CORPORATION LEMITED
2004 2003 2004 2003
$ $ $ g
10. PROPERTY, PLANT AND EQUEPMEKRT
Leasshold improvements
At cost —
Accumutated amortisation —
Furniture & Fittings
At cost 310,141 310,141
Accumulated depraciation {148,084} {148,084}
162,047 162,047
Total Property, plant and equipment
At cost 310,141 310,141
Accumulated depreciation and amortisation {148,084} {148,084}
Total plant and equipment written down 162,047 162,047
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Notes continued

30 JUNE 2004 Notes CONSOLIDATED LYNAS CORPORATION LIMITED
2004 2003 2004 2003
$ $ $ §

10. PROPERTY, PLANT AND EQUEPMENT {Continued)
{a} Reconciliations

Reconciliations of the carrying amounts of property, plant and
equipment at the beginning and end of the current financial year.

L easehold improvermenis
Carrying amount at beginning
Additions

Dapraciation sxpense

Furniture & Fiftings

Carrying amount at beginning
Additions

Disposals

Dapraciation sxpense

11. DEFERRED EXPLORATION, EVALUATION
AND DEVELOPMENT COSTS

Exploration, evaluation and development costs carried
forward in respect of mining areas of interest

Pre-production - exploration and evaluation phases
Caosts brought forward

Expenditure incurred during the year

Disposal of shares in a controlled entity

220,986
18,391

{77,330
162,047

12,676,430
2,075,501
(500,000)
14,252,021

The uitimate recoupment of costs carred forward for sxploration and evaluation phases is dependent on the successful devalopment
and commerclal exploitation or sale of the respective mining areas. Amortisation of the costs carried forward for the development
phase is not being recognised pending the commencement of production.

12. OTHER NON-CURRENT ASSETS
Expenditure carried forward — Borrowing costs
Accumudated amortisation

13. PAYABLES {CURRENT)

170,000
{98,473)

170,000
{98,473}

Trade cradifors 1,007,782 1,007,782
Trade creditors relating to exploration and technical 484 017 484,017
projects

Other creditors 75,211 73,252

Withholding tax payable

Terms and condifions relating to the above financial instruments:

41,212
1,608,222

41,212
1,606,263

{4} Trade credifors are non-interest bearing and are normally seitied on 30 day terms.
{ity Other creditors are non-interest bearing and have an average term of 30 days.

14. INTEREST-BEARING LIABILITIES {CURRENT)

Inferast on convertible notes
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Notes continued

Notes CONSOLIDATED
30 JUNE 2004

2604 2063
$ )

15. PROVISIONS (CURRENT)

Employee benefits 22 138,536
Restoration, rehabilitation and closure 17{b} 343,632

{a} Employee Benefits

LYNAS CORPORATION LIMITED
2004 2803
§ §
138,636
343,632
482,168

Employee benefits reflect the anticipated amounts due and payable to employees at balance date for annual leave enfitlements.

16. INTEREST-BEARING LIABILITIES
{NON-CURRENT)

Borrowings secured by floating charge
— conhvertible note 3,227,828
Unsescurad borrowings
— cohvertible note

3,227 828

Unsecured Borrowings
Terms and conditions relating to the above financial instruments

3,227,828

3,227,828

it November 2003 the Company issued 100 Converfible Notes of $50,000 sach to clients of Horse Creek Mining Pty Limited and 100
Convertible Notes of $80,000 sach to CMIEC (Australia) Pty Limited. This facility is unsecured. The period of the facility is 36 months

and it can bea redeemed for cash, or convettad info shares at the rate of:

. dpon conversion within one year after issue date 333,334 Shares and 133,333 Options each to acquire one Share at a price of
$6.20 for sach $50,000 note, expiring three years after the last day of the calendar year in which the Options are issued
. upon Conversion after one year, but before two years affer the issue Date, the Noteholder will receive 284,118 Shares and

58,824 Opfions each to acquire one Share at a price of $0.20 per $50,000 note explring three years after the last day of the

calendar year in which the Options are issued

. dpon Conversion after two years affer the tssue Date, but before the Maturity Date the Noteholder will receive 263,158 ordinary

Shares for every Note.
Secured Borrowings

The 30 Convertible Netes under the agreement with SG Australia Limited were converted to ordinary shares thereby repaying the entire

facility.

it should be noted that the Company has sought legal advice that endorses the view that the Company may have the right 1o refuse

conversion of the 100 convertible notes currently held by CMIEC {Australia) Pty Limited.

During the period 45 unsecured convertble notes of $50,000 sach and 30 secured convertible notes of $100,000 each {plus

accumulated inferestfed) were exercised for a total value of 5,571,185 in equity.

17. PROVISIONS (NON-CURRENT)
Employee enfilements 22 122,847

Restoration, rehabilitation and closure 17{b} 241,813

122,847
241,813

{a} Provision for employee benefits

Employee benefits reflect the anticipated amounts due and payable to employee at balance date for long service leave.

{b} Provision for Restoration, Rehabilitation and Closure

Closure costs reflact the estimated amounts that will be incurred and the net exposure to future costs for the closure of the Perth

Premises.

Provision for restoration I8 recognised in relation to the mining activities for costs such as reclamation, waste site closure, plant
clesdre and other costs associated with the restoration of a mining site. Estimates of the restoration obligations are based on
anticipated technology and legal requirements and future costs, which have been discounted to their present value. In defermining
the restoration provision, the entity has assumed no significant changes will occur in the relevant Federal and State legislation in

refation o resforation of such mines in the futurs,
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Notes continued

30 JUNE 2004 Notes

17. PROVISIONS (NON-CURRENT) {Continued)
Movements in provisions

{ly Employee benefits

Carrying amourt at beginning

Additionat provision

Carrying amount at end

{li} Restoration, rehabilitation and cosure
Carrying amourt at beginning

increase {reduction} in provision
Amounts utilised during the vear

Carrying amount at end

18. CONTRIBUTED EQUITY

{a} Issued and paid up capital

Ordinary shares fully paid

{b} Movements in shares on issue

CONSOLIDATED

2004
3

2003
$

181,300
668,181
928574

575,594
510,831
{422,734}
668,181

29,062,415
29,062,415

2004
3

LYHAS CORPORATION LIRITED

2003
3

181,300
568,191
829,574

579,994
510,931
{422,734}
568,191

28,062,415
28,062,415

2044 2003
Numiber of % Nurmber of 3
shares shares
Beginning of the financial year 151,847,842 29,062,415 87,347,842 22,831,922
tssued during the year
- placement o e 18,500,000 1,850,000
- public equity ralsing e e 45,000,000 4,500,000
- less fransaction costs e e — {319,507}
- ssue of ghares pursuant to exercise of
converfible notes 24,225,558 5,571,195 _ _
- wasue of shares pursuant to option conversion 36,454,825 43,930,259 — —
End of the financial year 212,528,225 48,563,869 151,847,842 28,062,415
{c} Share Options
Number Exercise Price Expiry

Unilisted options 1,000,000 $0.30 July 2004

Uniisted options 343,750 $0.36 July 2004

incentive Plan options 1,700,000 $0.25 December 2004

incentive Plan options 7.675,000 $0.25 November 2006

Unlisted options 4,266,656 $0.20 December 2006

Unilisted options 3,000,000 $0.20 November 2006

incentive Plan options 300,060 $0.30 November 2007

Unilisted options 7.500,000 $0.30 Movemnber 2007

Unlisted options 799,098 $0.20 Dacember 2007

26,585,404

At the end of the year there were 26,585,404 {2003: 54,008,914} unissued ordinary shares in respect of which options were

outstanding.
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Notes continued

30 JUNE 2004

18. CONTRIBUTED EQUITY {Continued)

At the end of the financial year there were 155 convertible notes ocutstanding. i these neotes were fully exercised there would be an
additional 20,666,615 options over ordinary shares on issue,

{d} Terms and conditions of contributed equity
Ordinary shares

Ordinary shares have the right 1o receive dividends as declared and, in the event of winding up the company, fo participate in the
proceads from the sale of all surplus assets In proportion to the number of and amounts pald up on shares held.

Ordinary shares entitle their holder to one vote, either in person or by proxy, at a meeting of the company.

18, ACCUMULATED LOSSES
Accumulated losses

Balance at the beginning of year

{11,795,383)

Notes CONSOLIDATED LYNAS CORPORATION LIMITED
2004 2003 2004 2003
$ $

{11,661,628)

Net loss atfributable to members of Lynas Corporation (5,086,838} {5,220,593}
Lirnited
Balance at end of year {16,882,221} {16,882,221}
20. STATEMENRT OF CASH FLOWS
{a} Reconciliation of the netloss afier tax to the
net cash flows from operations
Net loss 18 (5,086,838} {8,220,593}
Non-Cash itemns
Depreciation and Amortisation of non-current assets 77,330 77,330
Amortisation of borrowing costs 114,806 114,806
Net {profit}ioss on disposat of property, plant and — —
eqguipment
Net (profitiioss on disposal of tenements {25,000} {25,000}
Interast capHalised 227,828 227,828

Chariges in assets and Habilities
{increase)/decrease in trade and other receivables
{increase)fdecrease in other assels

88,802

(1,542,501}

{increase)/decrease in investiments e {304,573}
{Decreaselincrease in trade and other creditors {1,391,658) {1,387 618)
{Decreaselincrease in interest bearing liabilities — —
{Decreaselincrease in employee entilements {141,767} {141,767}
{Decreaselincrease in rehablitation provision — —
Net cash flow from operating aclivities {6,126 497} (8,202,088}

{b} Reconciliation of cash

Cash balance comprises:

— cash assels 3,183,878 3,183,865

Closing cash balance 3,183,876 3,183,885
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Notes continued

30 JUNE 2004 Notes

20. STATEMENT OF CASH FLOWS (Continued)

{c} Financing facilities available

At reporting date, the following financing facilities had
been negotiated and were available:

Total facilities

— Convettible note facility 13

Facilities used at reporting date
—  Convertible note facility 8

21. EXPENDITURE COMMITMENTS

{a} Exploration commitments

— notiater than one year

—  later than one year and not later than five years

— later than five years

The reduction in the overall commitment for
axploration arisss from the disposal of tenements
during the financial year.

{b} Lease commitnients
— ot iater than one year
— later than one year and not later than five years

— later than five years

22. EMPLOYEE BENEFITS AND
SUPERANNUATION COMMITMENTS

Employes Benefits

The aggregate employee benefit liability s comprised
of:

Accrued wages, salaries and on-costs
Provisions {current)
Provisions {non-current)

Empleyes Share Incentive Scheme

CONSOLIDATED
2004 2003
$ $

3,227,828

3,227,828

1,568,076

88,615
156,709
122,847

LYNAS CORPORATION LIMITED
2004 2003
3 3

3,227,828

3,227,828

200,000
844,554
723,522
1,568,076

88,615
156,708
122,847
368,171

An employee share scheme has been established where Lynas Corporation Limited may, at the discretion of directors, grant options
over the ordinary shares of Lynas Corporation Limited o directors, executives and ceriain members of staff of the consolidated entity.
The options, issued for nil consideration, are granted in accordance with performance guidelines established by the directors of Lynas
Caorporation Limited, although the management of Lynas Corporation Limited retains the final discretion on the issue of the oplions.
The options are issued for a term of B years and are exercisable beginning on the third anniversary of the date of grant. The options
cannot be transferred and will not be quoted on the ASX. There are currently five directors, three executives and ten staff eligible for

this scheme.
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Notes continued

30 JUNE 2004

22. EMPLOYEE BENEFITS AND SUPERANNUATION
COMMITMENTS {Continued)

information with respect to the number of options granted under the employee share incentive scheme is as follows:

2004 20603
Number of Weighted Number of Weighted
options average aptions average
exercise price SXErCise prive

Balance at beginning of year 11,975,000 $0.25 11,675,000 $0.25
- granted - — 300,000 $0.30
- exercisad {2,300,000} $0.25 — —
Balance at end of year 9,675,000 $0.25 11,975,000 $0.25
Exercisable at end of year 5,690,000 $6.25 250,000 $0.25

{a) Superannuation Commitmants

All employees are entitied fo varying levels of benefits on retirement, disabliity or death. Employees contribute to the plans at various
percentages of their wages and salaries. Confributions by the consolidated entity of up to 9% of employees’ wages and salaries are
legally enforceable in Australia.

{b) Options held at the beginning of the reporting period:
The folfowing table summarises information abeut options held by employees as at 1 July 2003:

Number of options Grant date Vesting date Expiry date Weighted average
exercise price
2,880,000 23 Decernber 1999 § years to 31 December 2004 31 December 2004 0.25
150,000 31 ktay 2000 5 years fo 31 May 20056 31 May 2005 0.25
7.875,000 30 October 2001 § years to 30 November 2006 30 November 2006 0.25
106,000 1 August 2002 § years to 1 August 2007 1 August 2007 0.30
100,000 2 December 2002 § years to 2 December 2007 2 December 2007 0.30
1,070,000 30 June 2003 § years to 30 June 2008 30 June 2008 0.30
11,875,000

{c) Options granted during the reporting period:
Mo options were granted during the reporting petiod

{d) Options exercised
{i} The following table summarises information about options exercised by employees during the year ended 30 June 2004:

Number of Grant date Exercise date Expiry date Weighted Proceed Murmber Issue date Fair
options average s from of value
exercise sharas shares of
prica insted ssuad shares
issugd
280,000 23 December 1980 28 Augast 2003 31 Decernber 2004 .25 $82,500 250,000 28 August 2003 .37
D000 23 December 1889 4 September 2003 31 December 2004 .25 $75,000 300,000 4 Beplember 2003 048
75,000 23 December 1968 12 Septernbar 31 December 2004 .25 385,425 75,000 12 Beplember 2003 0.45
2603
250000 23 December 1900 17 Supternbar 31 December 2004 .25 $82 500 250,000 17 Seplember 2003 1.4%
2603
200000 23 Decsmber 1968 19 Supternbar 31 Decernber 2004 .25 $50,000 200,000 14 Beplember 2003 .48
2603
250,000 23 Decsmber 1968 26 September 31 Decernber 2004 .25 $82,500 250,000 26 Septermber 2003 .51
2603
100,000 23 Decemnber 1980 2 Ootober 2003 31 Decermber 2004 .25 $25,000 100,000 2 October 2003 .51
30,000 23 December 1989 8 Ootober 2003 31 Decernber 2004 025 87,500 30,000 8 October 2003 {.52
400,000 23 Decernber 1980 13 Gotober 2003 31 Decernber 2004 .25 F100,000 400,000 13 October 2003 {.58
170,000 23 December 1999 11 November 20063 31 Decernber 2004 .25 $42 504 170,000 11 Novemnbar 2003 0.61
275000 23 Decsmber 1998 28 Aprd 2004 31 Decernber 2004 025 68,750 275,000 28 Apri 2004 .43
2,300,000

{it} No employee options were exercised by employees during the year ended 30 June 2003,
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Notes continued

Falr value of shares issued during the reporting period is estimated to be the market price of shares of Lynas Corporation Limited on the
ASX as at close of frading on their respeciive issue dates.

30 JUNE 2004

{e} Options held as at the end of the reporting petiod:
The folfowing table summarises information about options held by the employees as at 30 Juns 2004:

Number of options Grant date Vesting date Expiry date Weighted average
exercise price
580,000 23 December 1985 5 years to 31 Decemnber 2004 31 December 2004 0.25
150,000 31 May 2000 5 years to 31 May 2005 31 May 2005 0.25
7,675,000 34 October 2001 5 years fo 30 November 2006 30 November 2006 0.25
100,000 1 August 2002 & years to 1 August 2007 1 August 2007 0.30
100,000 2 December 2002 5 years to 2 December 2007 2 December 2007 0.30
1,070,000 30 June 2003 5 years to 30 June 2008 30 June 2008 0.30
9,675,000

23. CONTINGENT LIABILITIES AND CONTINGENT ASSETS
{a} Contingent Habilities
General

The Company had entered info guarantees, confracts, maintenance bonds and warranties in the normal course of business, including
performance bond guarantees arranged with a bark totalling $356,161 (2003 - $128,101).

The tenements at Mt Weld are not presently subject to any claims under the Commenwealth Native Title Act.
Mt Weld Project Contingent Debt and Royalty
Lynas Corporation Limited will be responsible for making payments to Ashion Mining {WA) Pty Limited as follows:

- $7.500,000 {indexed by the increase in the consumer price index, with the first indexation occurdng on 31 December, 2001} on the
oceurrence of the following:

- within 2 business days after the first drawdown {or other actual provision of funds) under financing provided to develop any Mt Weld
Project or otharwise for the purpose of mining minerals from any part of the tenements {whether alone or with other purposes);

- within one month after the date on which pre stripping {or a similar or equivalent form of major surface disturbance} commences for
the purposes of mining any minerals fom any part of the tenements;

- if Ef Calden 8A exercises its righis in the project, the total amount paid by El Calden SA up to the total amount of this contingent
debt must be repaid within 2 business days of payment;

- the whole of the contingent debt (or the portion that remains outstanding after EI Calden 8A exercises s rights) becomes
immediately repayable if any security granted to Ashton Mindng (WA) Pty Limited becomes enforceable.

The capital sum of the contingent debt is secured by & first ranking tenement morigage over the tenements M38/58, M38/59, M38/326
and M38/327; as well as morigages over the shares of Mt Weld Rare Earths Ply Limited and Mt Weld Mining Py Limited .

The above contingent debt will not be payable i there exists uneconomic reserves which result in the cessation of mine development.

A Royalty capped at $10,700,000 lindexed by the increase in the consumer price index, with the first indexation occurring on
31 December, 2001} payable at the rate of 1% on all Rare Earths sales and all mineral sales out of the Mt Weld tenements.

24.8UBSEQUENT EVENTS

A the date of this report there are no material post balance date events which require disclosure other than the exercise of the
1,000,000 July 2004 options, the lapsing of the 343,750 July 2004 options and the exercise of 5 convertible notes.
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30 JUNE 2004 CONSOLIDATED
2004 2003

$ 3

25. EARNINGS PER SHARE

The following reflects the income and share data used in the calculations of basic and
diluted earnings per share:

Net profit {5,086,838)

Earnings used in calculating basic and diluted earmings per share {5,086,838)
Number of

shares

Weighted average number of ordinary shares used in calculating basic sarings per 112,645,993

share:

Effect of dilutive securities:

The number of oplions and convertible notes which are potential ordinary shares that 54,099,914

are not dilutive and hence not used in the calculation of the diluted earnings per share

Adiusted welghted average number of ordinary shares used in calculating diluted 112,645,993

safnings per share

Conversions, calls, subscription or issues after 30 June 2004

There have been no other conversions fo, calls of, or subscriptions for ordinary shares or issues of potential ordinary shares since the
reporting date and before the completion of this financial report.

CONSOLIDATED LYNAS CORFORATION LITED
2004 2003 2004 2003
3 5 $ $

26. AUDITORS’ REMUNERATION

Amourts received or due and receivable by Ernst & Young
Australia for:

— an audit or review of the financial report of the entity and any
other entity in the consolidated entity

— tax relates services
— transaction advice

— accounting assistance

27. DIRECTOR AND EXECUTIVE DISCLOSURES
{a} Details of Specified Directors and Specified Execulives
{i} Specified directors

8. Davidson Chairman {non-executive)

M. Curlis Chief Executive Officer and President

H. Wang Director {executive)

0. Davidson Director {non-executive)

A, Lupton Director {executive) resigned 23 October 2003

(it Specified executives

M. Vaigey General Manager — Process Development and Technical
ML Wihillier General Manager - Finance
M. James General Manager — Marketing and Sales
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27. DIRECTOR AND EXECUTIVE DISCLOBURES (Continued)
(b} Remuneration of Specified Directors and Specified Exscutives
{ij Remuneration Poficy

The Remuneration Committee of the Board of Directors of Lynas Corporation  Limited is responsible for determining and reviewing
compensation arrangements for the directors, the chief executive officer and the executive team. The Remuneration Committee
assesses the appropriateness of the nature and amount of emoluments of such officers on a periodic basis by reference to relevant
employment market conditions with the overall objective of ensuring maximum stakeholder benefit from the retention of a high quality
board and executive team. Such officers are given the opportunity fo recelve thelr base emolument in a variety of forms including
cash and fringe benefits such as motor vehicles and expense payment plans. | is intended that the manner of payment chosen will
be optimal for the recipient without ereating undue cost for the company.

To assist in achieving thess objectives, the Remuneration Committes links the nature and amount of executive directors’ and officers’
emoluments to the company’s financial and operational perfrrmance. Al directors and executives have the opportunity to qualify for
participation in the Employee Share Incentive Plan which currently provides incentives where specified criteria are met including
criteria relating to profitability, cash flow, share price growth and environmental performance.

it is the Remuneration Committee's policy that employment agreements shall only be entered into with the Chief Executive Officer
and with no other executives.

The Company entered info an agreement ("Employmert Agreement”) dated 2 August 2001 with Mr N Curtis for the provision of
e Curtis' services as Chief Executive Officer on reasonable commercial terms and conditions. The current employment agreement
with the Chief Executive Officer has been extended and expires on 31 July 2008.

The Company entered into an agreement ("Employment Agreement”) dated 2 August 2001 with Mr O Wang for the provision of
Mr Wang's services as a Vice President on reasonable commercial terms and conditions.,

{if} Remwuneration of Specified Directors and Specified Execulives

Primary Post Employment Equity Total
Salary Cash  LAFHA  Non Superan- Ratirement Options Bonuses
& Fees Bonus Monetary nuation benefits

Specifiad Directors benafits

B. Davidson

N. Curtis

2003 272,822 - - 5,400 24,554 - 8,800 - 311,578

2003 200,000 - 80,000 - 16,514 - 8,600 - 273,114

AL Lupton

2003 247171 - - - 22,245 - 8,600 - 276,018

Total Remuneration: Specified Directors

2003 844 593 - 50,000 5,400 83,313 - 31,192 - 994 858
Specified Executives
W Vaisey

2003 185,184 667 . 1,100 202,951

M. Whillier

k. James

¥

Total Rermmuneration: Specified Executives

2003" 488,925 - - - 44,504 - 3,500 - 547,418
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27.DIRECTOR AND EXECUTIVE DISCLOSURES (Continued)

* Grodp totals in respect of the financial year ended 2003 do not necessarily equal the sums of amounts disclosed for 2003 for
individuals specified in 2004, as different individuals were specified in 2003,

(¢} Remuneration options! Granted and vested during the year
During the financial year no oplions were granted as equity compensation benefits to specified directors and specified executives.

(4) Shares issued on exercise of remuneration options
During the inancial year no shares were issued on exercise of remuneration options to specified directors and specified executives.

(e} Opticn heldings of specified directors and specified executives

Balance at Granted as Options Balance at

beginning Remunerati Exercised Net Change end of Vested at 30 June 2004

of period on Other period

30 June Mot
1 July 2003 # 2004 Total exercisable  Exercisable
Specified Directors

B. Davidson 400,000 - {100,000) - 306,000 - - -
M. Curtis 13,900,000 - - {11.900,000) 2,006,000 - - -
H. Wang 2,850,000 - {300,000) {850,000} 1,500,000 - - -
0. Davidson 800,000 - {500,000) - 306,000 - - -
A Lupton 2,850,000 - - {1.350,000) 1,500,000 - - -
Specifiad
Executives
M. Vaisay 500,000 - - - 506,000 - - -
M. Whillier 600,000 - - {100,000} 506,000 - - -
M. James 500,000 - - - 500,000 - - -
Total 22,200,000 - {900,000y  {14,200,000) 7,100,600 . - «

# includes forfelfs and offer fo all employees under the Employee Share Schemme dated 30 June 2004 - refer to Note 22 for delails
of the Scheme.

(f} Shareholdings of Specified Directors and Specified Executives

Shares held in Lynas Corporation Lid Balance Granted as On Exercise Net Change Balanice
{number) 1 July 03 Remuneration of Options Other 36 June 04
Ord Ord Ord Ord Ord

Specified Directors

B. Davidson 658,000 - 100,000 - 758,000
N. Curtis 15,580,192 - - {26,000) 15,564,192
H. Wang 800,000 - 300,000 - 800,000
0. Davidson 135,000 - 500,000 - 835,000
A, Lupton 300,000 - - {300,000} -

Specified Executives

M. Vaisey 70,330 - - (70,330) -
M. Whillier 298,083 - - 12,000 310,083
M. James 580,000 - - {190,000) 390,000
Total 18,131,605 - 900,000 (574,330) 18,457,275

Al equity transactions with specified directors and specified exscutives other than those arising from the exercise of remuneration
options have been entered into under terms and conditions no more favourable than those the entity would have adopted if dealing
at arm's length.

(g} Loans to specified directors and specified executives
There are no loans fo spacified directors or specified executives.

(k) Other transactions and balances with specified directors and specified executives
Services

Legal services amounting to $278, 805 were provided to Lynas Corporation Limited by Deacons at standard commercial rates.
Me. B. Davidson is a consultant to Deacons, a major national law firm, having retired as a pariner on 30 June 2004, The confract
for the provision of services was approved by shareholders at an Annual General Meeting.
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27 .DIRECTOR AND EXECUTIVE DISCLOSURES {Continued)

Administrative services amounting to $145,498 were provided by Sine Gold Limited to Lynas Corporation Limited at rates based on
arme-length transactions. During the year the company sold $62,655 of furndture and fittings to Sino Gold Limited at book value,
which was assessed o be a fair and equitable arms-length price. 8ino Gold Limited is a company of which kr. N. Curtis and Mr.
B. Davidson are directors. The contract for the provision of services was approved by sharegholders at an Annual General Maeting.

Management consulting services amounting to $120,000 were provided to Lynas Corporation Limited by Maxipot on an arms-
length basis. Maxipot is a company controlled by Mr. D. Davidson. The contract for the provision of services was approved by
shareholders at an Annual General Meeting.

The balance owing on items detailed above reflected in the current liabilities at year end is $36,463 (2003 $21,989)

28. RELATED PARTY DISCLOSURES
Ulémate parent
Lynas Corporation Limited Is the ultimate parent company

Whally-owiied groug transactions
Loans

Loans made by Lynas Corporation Limited to wholly-owned subsidiaries. The loans are unsecured and inferest free with no fixed
terms of repayment.

During the year the Lynas Corporation Limited advanced funds amounting 1o $853,317 to Mt Weld Mining Pty Limited to fund feasibility

study activities.
Asg at 30 Jure 2004 the total amount owing by Mt Weld Mining Pty Limited fo the Parent Company was $12,158,746 {2003:

$11,205,429), This advance is at call and interest free and is not expected to be repaid during the next twelve months, {Refer: note 8).
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29. SEGMENT INFORMATION

Segment products and locations

The Company’s main concentration has been on the Rare Earths resource at Mt Weld near Laverton in Western Australia.
Geographically, the group operates in a single geographic segment, being Australia.

Segmeand accounting policies

Segment accounting policies are the same as the consolidated eniity’s policies described in Note 1. During the financial year, there were
no changes in segment accounting policies that had a material effect on the segment information.

Business segments Rare Earths Niebium / Tantalum Gold Consolidated
2004 2003 2004 20403 2504 2003 2004 2003
¥ ] 5 3

Total segmernd revende — — — —
Non-segrent revenues

irderest reveanue 47,323 — — 47,323

Proceads on sale of plant and — — — —

aguipment

Frocesds on disposal of — 500,000 25000 525,000

imvestmants and tenements
Eriallocated ravenie - rent 124,877 — — 124,977
Total consnlidated revenie 222,300 500,000 28000 747 300
Fesults
Segment result {4,877 960} {4 852 080
Non-segrment expenses

frferest expense {233.878)

Unallocated expenses
(5,086,838)

Consofidated entity koss from
ardirary activilies before
iMcome tax expense

INCOrTHE tax expernse

Mef loss (5,088 838)

Assets

Segment asseis 15,945,818 2 000,000 17545818

17845818

Total assets

Liabilitios

Segrnent liabifitley 5,097 433 5,769,624

MNoresegment lizbifites

Tortal ligbilities 5,765,624

Orthver segrment information:

18,391 18,381

Acouisttion of property, plant and
anuipment, intangible sssets and
other norecurrent assels

77,330
114,808

77,330
114,808

Dapraciation

Amortisation of borrowing costs
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LYNAS CORPORATION LIMITED—ANNUAL REPORT

30. FINANCIAL INSTRUMENTS
306{a) Interest rate risk

The consolidated entity's exposure fo interest rafe risks and the offective interest rates of financial assets and financial liabilities, both recognised and unrecognised at the reporting date,

are as follows:

Financial Instrumeants Floating interest rate

2004 2003
3 3

{ii  Financial asgets
Cash 3,183,876
Faecaivables 128,104

Total financial assets 331,877

Fixed interest rate maturing in:

1 year or fess

20064 2003
$

Overito §
years

2004

2003
§

N/A - not applicable for non-interest bearing financial instruments,

Financiat Floating interest rate

instruments

2004 20403
3

{1 Financial Highilities
Trade and olher craditors

(3,207 828}

Canvertibie note loan
Facility

Toiai financial liakilitles

(3,207 B28)

More than 5
years

2004
3

Fixed interest rate maturing in?

1 year or less

3

N/A not applicable for non-interest bearing financial instruments,

2004 2003 2004

Overtto§
years

2003

20604

2003
§

More than 5
years

2003

Non-interest bearing  Total carrying amount
as per the statement
of financial position

2004

20064

2003
$

Non-interest bearing

2503

(1,608,222}

(1,608,222}

2004

Totat carrying amount
as per the statement
of financial position

2004

2003
$

3,183,878
128,104

3311477

2003
3

{1,608,222)
(3,207 828}

(4,836,050}

Weighted
average effective
interest rate
2004

Yo

Mia

2003
Yo

45
3.5
Mfa

Weighted
average
effective

interest rate
2004
Y

2003
o

NiA
74
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Notes continued

30 JUNE 2004

30. FINANCIAL INSTRUMENTS (continued)

30G{b) Net fair values

The carrying amounts of all financlal assets and liabilities approximate the net fair values st balance date, with the exception of the
investment in AMR Techniologies Inc...

30{c) Credit risk exposures

The maximum exposure to credit risk, excluding the value of any collateral or other security, net of any provisions for doubtful debts
of those assels is the carrying value, as disclosed in the Statement of Financiat Position and notes to the financial statements.

The economic entity does not have any material credit risk exposure to any single debtor or group of debtors under financial
insfruments entered into by the economic entity.

J1LIMPACT OF ADOPTING AASE EQUHIVALENTS TO 1ASE STANDARDS

Lynas Corporation Lid has commenced transitioning its accounting policies and financial reporting from current Australian Standards
to Australian equivalents of infemational Financlal Reporting Standards {(IFRS). The company has allocated internal resources and
engaged expert consultants to perform diagnostics and conduct impact assessments o isolate key areas that will be impacted by the
transition to IFRS. As Lynas has a 30 June year-end, priority has been given to considering the preparation of an opening balance
sheet in accordance with AASE equivalents to IFRS as at 1 July 2004, This will form the basis of accounting for Australian
equivalents of IFRS in the future, and is required when Lynas prepare its first fully IFRS compliant financial report for the year ended
30 June 2008, Set out below are the key areas where accounting policies will change and may have an impact on the financial report
of Lynas. At this stage the company has not been able to reliably quantify the impacts on the financial report.

fdeasurement of Finandial Instruments

Urder AASE 138 Financial Instruments: Recognifion and Measurement, financial instruments will be required to be classified into one
of five categories which will, in turn, determine the accounting treatment of the item. The classifications are loans and receivables-
measured at amortised cost, held to maturity - measured at amortised cost, held for trading — measured at fair value with fair value
changes charged to net profit or loss, available for sale — measured at fair value with fair value changes taken to equity and non-
trading liablfities - measured at amortised cost. This will result in a change in the current accounting policy that does not classify
financial instruments,

Currently the investment in AMR Technologies Inc. s carried at cost because Lynas owns less than 20% of the shares in that
company, doas not have any Directors on the Board and does not exercise any influence over the Board or management of the
company. Under the change in accounting standards this investment would be recorded at market value which would result in a
reduction of value of the investment of $506,893 as at 30 June 2004.

Deferred Exploration, Evaluation and Development Costs

The IASD has yet to issue a standard dealing with exploration and svaluation costs. it is currently expected that a standard will be
released late in 2004 based on the Exposure Draft (EDS — Explorafion for and Evaluation of Mineral Resources). EDS proposes that
sritities can slect to cortinug to recogrise and measura exploration and evaluation assets in accordance with the accounting policies
applied in their most recent annual financial statements. Entities will only be permitted to carry forward such costs after also having
applied AASB136 — impairmment of Assels in respect of any impairment.

As the standard s yet fo be issued it is not included in the “stable platform” that the AASB has made availablg by 30 June 2004 for
Australian entities to use on transition {o IERS. While early adoption is permitted, it is not mandatory. The future financial effect of
this change in accounting policy is ot yet known.

Share based paymenis

Under AASB 2 Share based Payments, the company will be required to determine the fair value of options issued to employees as
remuneration and recognise an expense in the Statement of Financlal Performance. This standard is not limited to options and also
extends to other forms of equity based remuneration. it applies to all share-based payments issued after 7 November 2002 which
have not vested as at 1 January 2005, Reliable estimation of the future financial effects of this change in accounting policy is
impracticable as the details of future equity based remuneration plans are unknown.

Income faxes

Under the Australian equivalent to IAS 12 fncome Taxes, the company will be required to use a balance sheet liability method which
focuses on the tax effects of transactions and other events that affect amounts recognised in either the Statement of Financial
Position or a tax-based balance sheet. It is not expected that there will be any further material impact as a result of adoption of this
standard. Presently, and for the past several years Lynas has been operating in a loss position. Due to the uncertainty regarding the
recoverability of these losses, they have not been brought fo account.
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Notes continued

in accordance with a resoclution of the directors of Lynas Corporation Limited, | state that:

{1} Inthe opinion of the directors:

{a} the financial stalemenis and notes of the company and of the consolidated entity are in accordarice with the
Corporations Act 2001, including:

{iy giving a true and fair view of the company's and consolidated entity’s finaricial position as at 30 June
2004 and of their performarnice for the year ended on that date; and

{iy complying with Accounting Standards and Corporations Regulations 2001; and

{b) there are reasonable grounds to believe that the company will be able to pay its debts as and when they
become due and payable.

On behalf of the Board

P LA~

Director Birector
8. Davidson N. Curtis

Sydney, 25 August 2004
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Independent audit report to members of Lynas Corporation Limited

Scope

The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial
performance, statement of cash fows, accompanying notes fo the financial statements, and the
directors’ declaration for Lynas Corporation Limited (the company) and the conselidated entity, for
the year ended 30 June 2004. The consolidated entity comprises both the company and the entities
it controlied during that year.

The directors of the company are responsible for preparing a financial report that gives a true and
fair view of the financial position and performance of the company and the consoelidated entity, and
that complies with Accounting Standards in Australia, in accordance with the Corporations Act
2001. This includes responsibility for the maintenance of adequate accounting records and internal
controls that are designed to prevent and detect fraud and ervor, and for the accounting policies and
accounfing estimates inherent in the financial report.

Audit approach

We conducted an independent audit of the financial report in order to express an opinion on it to the
members of the company. Our audit was conducted in accordance with Australian Auditing
Standards in order to provide reasonable assurance as to 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 limitations of infernal control, and the
availability of persuasive rather than conclusive evidence. Therefore, an audif cannot guarantee that
all material misstatements have been defected.

We performed procedures to assess whether in all material respects the financial report presents
fairly, in accordance with the Corporations Act 2001, including compliance with Accounting
Standards in Australia, and other mandatory financial reporting requirements in Australia, a view
which is consistent with our understanding of the company’s and the conselidated entity’s financial
position, and of their performance as represented by the results of their operations and cash flows.

We formed our audif opinion on the basis of these procedures, which included:

. examining, on a test basis, information to provide evidence supporting the amounts and
disclosures in the financial report, and

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

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

Linhility Ihmited by the Accountants Scheme, approved
ander the Professional Standards Ace 1994 (NSW
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We performed procedures to assess whether the substance of business transactions was accurately
reflected in the financial report. These and our other procedures did not include consideration or

judgement of the appropriateness or reasonableness of the business plans or strategies adopted by
the directors and management of the company.

Independence
We are independent of the company, and have met the independence requirerments of Australian

I~

professional ethical proncuncements and the Corporations Aet 2001, In addition to our audit of the

financial report, we were engaged to undertake the services disclosed in the notes to the financial
statements. The provision of these services has not impaired our independence.

Audit opinion
In our opinion, the financial report of Lynas Corporation Limited is in accordance with:
(a) the Corporations Act 2001, including:

(1) giving a true and fair view of the financial position of Lynas Corporation Limited
and the consolidated entify at 30 June 2004 and of their performance for the year
ended on that date; and

(i1} complying with Accounting Standards in Australia and the Corporations
Regulations 2001; and

(b} other mandatory financial reporting requirements in Australia.
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Emst & Young

Michael Elliott
Partner

Sydney

25 August 2004



