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Friday, 16 February 2006

MARKET ANNOUNCEMENT

Pre-Reinstatement Disclosure - Statement of the Impact of AIFRS

The following statement is consistent with the
diselosurs in Note 1.17 to the financial statements for
the year ended 30 June 2005 (4t page 52 of the Fast
Secout Limited 2005 Annual Report).

The Consolidated Entity (Strike Resources Limited and
controlled entities) [s preparing &nd managing the
transition to Australlan Egulvalents to International
FInzneial Reporting Standardg (AIFRS) effactive for the
financlal years commencing from L January 2005. The
adoptlon of AIFRS will be reflected In the Consolidated
Entity's and the parent entity’s financlal statements for
the year anding 3C June 2006. On first adaption of
AlFRS, comparatives for the financlal vear ended 30
June 2005 are required to be restated, The majority of
the AIFRS transltional asdjustments will he made
retrospectively against retained earnings at 1 July
2004,

The Consaolldated Entity's management, with the
assistance of its auditors (Stanton Partners) and
external congultants, have assessed the slgnificance of
the expected changes and have prepared for their
implementation. The impact of the alermative
treatrnents and electlons under AASR 1. First Time
Adoption of Austraflan Equivalents to Intemational
Financial Reporting Standards has been consldered
where applicable,

The Directors are of the opinion that the key material
differences |n the Consolidated Entity's aceounting
policies on gonversion to AIFRS and the flnancial effect
of these differances where known, are as follows. Users
of the Cansolldated Entity's financial stataments should
note, howaver that the amounts disclosad therain could
change if there arg any amendments by standard-
getters to the current AIFRS or interpretation of the
AIFRS requirements changae,

I Ihsome Tax

Frior to 1 July 2005, the Consalidated Entity
adopted the “liapllity method” of tax-effect
accounting whereby the Income tax expense
was based on the accounting profit adjustad for
any permenent differences, Timing differences
were brought to accourt as ether a provision for
deferred income tex or future income tax
beanefit,

Fost 1 Juty 2008, urder the AASB112: lacome
Taxes, the Consolldatad Entity will be required to
adopt a “balance cheet gpproach” under which
temporary differences are identified for each
As5eT and lighility rather than the effects of

timing and permanent differences between
taxable Income and accounting profit,

The effest of this change in the accounting
polley agplied to the 30 June 2005 accounts
gives rflse 1o a potential deferred tax asset of
$77T677 In addition to the deferred tay asset
arising  from tax losses  amaunting  to
§2,857,006 diseiosed in Note 4 to the finanelal
statements for tha year ended 30 June 2Q0%,
which would ordinarlly raduce the [pss from
ordinary activities after tax. The Consolidated
Entity had elected not to adjust the
comparatives in the financlal statermnents for the
yaar ended 30 lune 2005 ag the realisation of
the benefit of the deferred tax esset realisation
was not virtually ceraln.

Non-Current Investments

Under AASE 13%9; Fingnelal instruments:
Recognition end Measurement, financial gsaets
are reguired to be classifled Into four categories,
which determines the accounting treatrmant of
the em. The categories and varlous trestments
are:

¢« Held 10 maturity, measured at amortised
COsT;

*  Held for trading (or designated “zs at fair
valug through profit and loss" upon Inltal
recognitlon), measured &t fair value with
unreallsed galns or losses charged 1o tha
proflt and loss;

* Loans and receivables, measured at
amortised cost; and

*  Avaijlable for sale Instruments, measured at
fair value with unreallsed gains or losses
taken to equity.

The Consolidated Entiy's  listed  share
Investrnents are financlal assets classified "as
at fair value through profit and lass™ upon initial
recognition and are recognised n the Statement
of Flnancial Position at falr value. During an
gecounting period changes in the fair value of
Invastment securities will he recognised in the
Statemert of Financial Performance. The fair
value of financlal assets will be measured at bld
price and will exclude disposal costs.
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Under AASE 138 Financial  instruments:
Recognition and Measurerment, the
measurerment of avallable for sale Instruments
at falr value diffared fram the pre 1 July 2006
accountng polley which measured non-curent
Investments at cost with an annual review by
Directors to ensure the carrying amounts are
not in excess of the recoverable value of the
instrument.

AASB 1 provides an elsction whersby the
requirements of AASE 139 dealing with flnancial
instruments are not required to be zpplied to
the AIFRS comparative year, and the first time
adoption of this standard will apply from 1 July
2005, The Consolidated Entity has decided that
It will adapt this electlon and will not restate
comparative  Information  |In the flnanclal
statements Tor the vear endad 30 June 2005,

Exploration Expenditure

AASE & “Peploration for and Evaluation of
Mineral Resources" contlnues to  allow
companies elther to expense exploration and
avaluatlon eosts as Ineurred or to partially or
fully capltallse costs on an area of interest
bazls. Undar AASE 8, if facts and circumgtances
sugdest that the carylng amaount of any
recognised exploration and evalyatlon assets
may be impeired, the Company must perform
Impairment tests on those assets and measure
any Impalrment Ih accordance with AASE 136
“Impzlrment  of Assets”.  Impairment of
exploration and ovalugtion assets is 10 be
assogsed at a cash generating unit or group of
cash generating units level provided thiz is no
larger than an area of interest. Any impairment,
loss is to be recognised as an expense in
accordance with AASB 13.

The Consolidated Entity did not have capitalised
explaration and evaluation costs as at 20 June
2005, Such costs will be considered under
AASE G post L July 2005,

MO, 485 P.18-22

20060216 5Rj Pre-Relnstatement Riscosure = Impact of AIFRS. DOC

For Further infarmation:
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