Whitehaven Coal Mining Limited
and its controlled entities

31 December 2006
interim financial report




-~ Contents

Consolidated interim income statement
Consolidated interim statement of changes in equity
Consolidated interim balance sheet

Consolidated interim statement of cash flows

Notes to the interim financial statements

Diractors’ declaration
RHeaview report




Whitehaven Coal Mining Limited and its controlled enﬁtzes
Consolidated interim income statement
for the six months ended 31 December 2006

in thousands-of AULY

Revenue ffom sale of coal
Cost of sales
Gross profit

Other income

Seliing and distribution expenses
Administrative sxpanses

Other expensas

Raesults from operating activities

Finance income
Finance axpenses
Net financo income

Profit before income tax

[noorme tax expanss

Profit for the period

The interim incoms statement is to be read in conjunction with the cnndensed notes to tha
oonsolldated mtar[m financial report set out on pagas 5 to 14 :




Whitehaven Coal Mining Limited and its controlied entities
Consolidated interim statement of changes in equity

for the six months ended 31 December 2006

In thousands of AUD

Opening balance at 1 July 2008
Net profit for the period

Tota! recognised income and expense for the pericd
Dividends paid

Closing balance at 31 Dacember 2006

Issupd Ratained
capital earmings Total
31,000 22,254 63,254
- 8,922 6,922
- 8,822 9,822
31,000 32,178 83,17_6

The imerim statement of changes in equity is to be read in conjunction with the condensed
- hotes to the consofidated mtenm fmanmal repurt sef out on pages 510 14




. Total non-current liabilities

%:tehaven Coal Mining Limited and its contrailed entities
Consolidated interim balance sheet
as at 31 December 2006 .

_ ' Nate
I thousands of AUD ’

Currant assets
- {ash and cash equivalents
- ‘Trade and other recsivables
. Inventorias :
Referred stiripping
Cther
Total current assets
Non-currant assets
- BRaceivables
Biological assets
- Ihvesiments
Property, plant and equipment
Exploration and evaluation
Qther
‘!‘otal non-current assats
-Total assets
Current Habilities
Tradae and other payables
nterest bearing loans and borrowings &
Employes benefits
income tax payable
“Total current liabilities
-Non-current liabiiities
-Payables _
" interest bearing loans and borrowings 5
Deferred tax labifities :
Provisions

Totat liabilities
Mot assets
Equity
tssued capital
Retained earnings
Total equity

Tha irterim balance sheet is to be read in conjunction with the condensed notes fo the
consolidated interim financial report set out on pages 510 14.




Whi'behaven CGoal Mining L:mnted and its controlled entities
Consolidated interim statement of cash flows : '
for the six months ended 31 December 2006

In thousands of AUD

Cash flows from operating activities
Cash receipts from customers

Cash paid 1o suppliers and employses
Cash generated from oparations
Interest paid

income taxes paid

Net cash used in operating activities

Gash flows from investing activities

Procesds from sale of proparty, plant and sguipment
Acquisition of property, plant and equipment
Exploration and evaluation expenditure

Loans to related entitias

Net cash used In investing activiies

Cash flows from financing activities
Procesds from the issuancs of bormowings
Repayment of borrowings

Net cash from financing activities

Net increase in cash and cash squivalents
Cash and cash equivalents st 1 July
Cash and cash equivalents at 31 December

The interim staternent of cash flows is to be read in sonjunction with the condensed nozes to
the consohdated mtenm firnancial repor'{ set out on pages 5 to 14 ' :




Whitehaven Coal Mining Limited
Condensed notes to the consolidated interim financial report
for the six months ended 31 December 2006

1 | Reporting éntitv

Whitehaven Coal Mining Limited {the “Company”) is a company domiciled in Australia. The
consclidated interim financiat report of the Company as &t and for the six months ended 31
December 2006 comprises the Company and its subsidiaries (together referred to as the
“consolidated entity”} and the consolidated entity’s interests in jointly controfled entitiss.

The consolidated annual financial report of the consolidated sntity as at and for the vear ended
30 June 2006 is available upon request from the Company's registered office at 895 Ann
Streat, Brisbans Qld 4000,

z - Stazamentofcumpﬁanw

The condensed consolidated interim financial report is & spacial purpose financial report that
has been prepared for distribution to members. The special purpose financial report has been
prepared in accordance with the roguirements of the recognition and measurement aspects of
all appilicable Australian Accounting Standards adopt=d by the Australian Accounting Standards
Board (“AASB”) and other authoritative pronouncerments of the AASB that have a material
affact,

The financial report doas not include the diselosure requiremants of the following
pronouncements having a material effect: AASB 134 Interim Financial Reporiing (requirements
for comparative reporting). The consolidated interim financial report does not comply with
International Financial Reporting Standards ("IFRS*) as it does not cormply with  certain
disclosure requiraments required under |AS 34 Interim Financial Reporting.

The consolidated interim financial report does not include all of the information reguired for a
full annual firanclal report, and should be read in conjunction with the consolidated annual
financiel report of the consolidated entity as at and for the vear ended 30 June 2006,

This consolidated interim financizl report was approvad by the Board of Directors on 28 Mareh
2007,

Amounts in the financial report have been rounded off to the nearest thousand dollars, unless
otherwise staled. As this is a special purpose financial report and the first intarim report
-prepared by the consolidated entity, no comparative information is presented.

3 Significant accounting policies
- {a) Basis of consolidation
Subsidiaries

-Subsidiaries are entities controfled by the Company, Control exkis when the Company has the

powaer, directly of indirectly, to govern the financial and oparating policiss of an entity so as to
obtairn benefits from its activities. In assessing control, potential voting rights that presently ars
exercisable or convertible are taken into account. The financial statements of subsidiaries are
included in the consolideted financial statamants from the dale that control commencas urdil
the date that control cedses.

Investments in subsidiaries are caried st their cost of acquzsmon in the Company's financial

staterments.
“Joint veriures

Joint ventures are those entities over whose activities the consalzdated enmy has joint ccmmi
-ostablished by contractual agresment. :

: -.Jointly controllad gperations

" The interest of the Company and of the consoladated entity in unmcorporated joint vaniures arg
Lbrought to account by recognising’in ts financial statements the assets it controls, the liabilities
that it incurs, the expenses it incurs and |ts share of income that 1: eams from the saie cf gcods

- or services by the joint venture, : :

Transactions sliminated on consalidation

Intragroup balences and. any unrealised gains and losses or incoms and axpansas ansmg from
zntragroup transactzons are. elzmmated in prepanng the ca nsoEtdated fmancaai statements




Whitehaven Coal Mining Limited

- Condensed notes to the consolidated interim financial report
- for the six months ended 31 December 2006

3 Slgnificant accounting policies (cont'd)
(b} Foreign currency

Transactions in foreign cutrencies are translated at the forsign exchange rate ruling at the dste
of the transaction. Monetary assets and liabilities denominated in foreign currencies at the
balance sheet dets are transiated to Australian dolfars at the foreign exchange rate ruling at that
date. Foreign exchange differences arising on transiation are recognised in the incoma
stetament. Nor-monstary assets and lsbilities that are measured in terms of historical cost in
a fareign currency are transiated using the exchange rate at the date of the transaction. Non.
monretary assels and ilghilities denominated in foreign currencies that are stated at fair value
are translated o Australian dollars at foreign exchange rates ruling at the dates tha fair value
was determined.

fc) Derivative financial Instruments

The consolidatad entity is exposed to changes in foreign exchange rates from its activities, The
consolidated entity uses the following derivative financial instruments to hedge these risks:
foreign currency options. Derivative financial instruments are not held or used for trading
purposes. However, darivatives thet do not qualify for hedge aocoun‘tmg are asccounted for as
trading instruments.

Derivative financial instruments are initislly recognised at fair value. Subsequent to initial
retognition, derivative financial instruments are stated at their fair value, with the gain or loss
on re-mgastrement 1o falr value recognised immadistsly in profit or loss. Howaver, where
derivatives qualify for hadge accounting, recognition of any resuitant gain or ioss depends on
the natura of the item being hedged.

The fair value of foreign currency options is the estimated amount the consolidated entity
waould pay or receive to tarminate the derivative at tha balance shest dats, taking into account
guoted markel rates and the current creditworthinass of the counterparties.

{d} Property, plant and aguiprmant
Owned assets

{tems of property, plant and equipment are stated at cost loss acoumulatad deprociation (ses
below} and impairment losses. The cost of selfconstructed assets includes the cost of
materials, direct abour, the initial estimate, whera relevant, of the costs of dismantling and
removing the items and restoring the site on which they are located, and an appropriate
proportion of production ovarheads.

Where parts of an itemn of property, plant and equibment have different useful lives, they are
accouniad for as separats items of property, plant and eguipment.

Leased assets

Leases in terrns of which the consolidated entity assumes substantially all the risks and
rewards of ownarshlp are classified as fznance !easas

Subsequent costs .
The consolidated entity recognises in the carrying amount of an item of praperty, plant and

" equipment the cost of replacing part of such an item when that cost is incurred if it is probable

that the futura sconomic benefits embodied within the iterm will flow 1o the consolidated entity

© and the cost of the itern can be measured reiiably All other costs are recegnised in the income

staternent as an expense as incurrad,
Depreciation

. With the exception of freehold land, deprecistion is charged to the income statement on a
. straight-line basis or units of production over the estimated useful ives of sach part of an item
~of property, plant and equipment. Land is not depreciated. Mining property and davelopment
- assets are depreciated on & units of prodact;on basis over the fifs of the economtc:afly
'reooverabla reserves : : :




o the carnving amount of any goodwill allocated to cash-genierating units {group of units} and then,

Whitehaven Coal Mining Limited
Condensed notes to the consolidated interim financial report
for the six months endéd 31 December 2006

3 Significant accounting policies {cont’d)

{d) Property, plant and equipment feont'd)

Degoreciation (cont’d)

The depreciation rates used in the current and comparative periods are as follows:
s plant and agquipment 2 -20%

* lgased plant and egquipment 11— 14%

* mining property and development assets  units of production

The residual value, the useful iife snd the dopreciation methed applied 1o an asset are
reassessed at least annually.

fe} Biological assets

Biological assets are stated at fair value less estimated point-of-sale costs, with any resultant
gain or loss recognised in the incoms siatement. Pointofsale costs include all costs that
would be necessary 1o sell the assets, sxcluding costs necessary to get the assets to market.

As the fair valus of the asset is based on its present location and condition, the costs necessary
¢ get the assets to rarket is deducted from the market price in order to determine its fair
value,

The fair value of livestock held for sate is bassed on the market price of livestock of similar age,
bread and genetic meri,

iy Trade and other receivables ' 3 . |
Trade and other receivables are stated at their amortisad cost less lmpalrment fosses. :
{g) inventories

Inventories are stated at the lower of cost and net resfisable velue, Nst realiszble velus is the
estimatad selling price in the ordinary course of business, loss the estimated costs of completion
and selling expenses. Biological assets related to agricultural activity are measured at fair value
less cost 1o gell.

The cost of mining inventories is determined using a weighted aversge basis. Cost includes
direst material, overburden remaoval, mining, processing, labour, related transportation costs to
the point of sale, mine rehabilitation costs incurrad in the extraction process and other fixed and
- variable overhead costs directly relatad (o mining activitias.

" (h}  Cash and cash aguivalents

Cash and cash eguivalents comprise cash balances, short term bills and call deposits. Bank
overdrafts that ars repayable on demand and form an integral part of the consolidated entity's
cash management are included as a component of cash and cash sguivalents for the putposs
of the statement of cash flows.

{i} Impairment

‘The canrying.amounts of the consolidated entity's assets, other than biclogical assets, inventories
and deferred tax assets, are reviewed at sach halance sheet date to determine whether there
is any indication of rnpairrnent. If any such indication exists, the asset’s recoverable amount is
astimated.

An impairment loss is recognised whenever the camving amount of an asset or its cashe
_generating unit exceéds its recoverable amount. Impairment losses are recognised in the
[incorne statemnent, unless an asset has previously been revalued, in which case the impairment
loss s recognised as a revarsal to the extent of that previoys revaluation with any excess
recognised throught profit or ioes.

Impairment losses racognised in respect of cash—generatlng unas are allocated first to reducs

h to raduce the carrymg amount of the othar assets in the umt (group of umzs} cna pro raia basrs




Whitehaven Coal Mining Limited
Condensed notes to the consolidated interim financial report
for the six months ended 31 Decembsr 2006

3 Significant accounting policies {cont’d)
{i) impalrment {eont'd}
Calculation of recoverable amount

The recoverable amount of the consolidated entity's receivables carried at amortised cost is
calculated as the prosent value of estimated future cash flows, discounted st the originai
affactive interest rate {ie. the offective interest rate computed at initial racognition of thess
" financial assets]. Receivables with a sheort duration are not discounted.

impairment of recelvablos 5 not recognised until objective eviderce is avallable that a loss
avent has occurred.  Significant receivables are individually assesssd for impairmant.
Impairment testing of significant receivahles that are not assessed as impaired individually is
performed by placing them into portiolios of significant recaivables with similar risk profiles and
undertaking a collective assessment of impairment. Non-significant receivables are not
individually assessed. Instead, impairment testing is performed by placing non-significant
receivables in portfolios of similar risk profiles, based on objective evidencs from historical
exparience adjusted for any effects of conditions existing st each balance sheet dats.

The recoverable amount of other assets is the greater of thelr fair value Jess costs to sell and
valkig inuse. In essessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount raie that reflects current market assessments of the
time value of monsy and the risks specific to the ssset. For an asset that doss not generats
largely independent cash inflows, the recoverable amount is determined for the cash-
generating unit to which the asset belongs. :

Reversals of impairment

Impairment losses are raversed when thers is an indication that the impairment loss may no
longer exist and there has besn a change in the sstimate used to determing the recoverable
amount,

An impairment loss in respect of a receivable carried at amortised cost is reversed i tha
subsequent increase in recoverable amiount can be related objectively to an event occurring
“after the impairment loss was recognised.

An impairment loss is reversed only to the extent that the asset’s carrying amount does rot
exceed the carrying amount that would have been determinad, net of dapreciation or
amortisation, if ne impairment loss had been recognissd,

i Share capital
Transaction costs

Transaction costs of an equity transaction are accounted for as a daduction from equity, nat of
any ralatad income tax benefit.

Dividends
Dividends are recognised as a Hability in the period in which they are declarad.
{k} interes t-bearing borrowings

.. Interest-bearing borrowings are recognised initially at fair value less attribuiable transaction

+ costs.  Subsequent to initial recognition, interest-baaring borrowings are stated at amorntised
cost with any difference between cost and redsmption valua being recognised in the income
statament over the period.of the bomowings on an effective interest basis.

iy Employee henefits
Defined contribution supsrannuation funds

Obligations for contributions to defined contribution superannuation funds are recognised as an \
axpansa inthei mcome statemani as incurred, : y




Whitehaven Coal Mining Limited
Condensed notes to the consolidated interim finaneial report
for the six months ended 31 December 2006

3 Significant accounting policies {cont'd)
it Employea banefits (cont'd)
Long-term service benafits

The consolidated entity's net obligstion in respect of long-term service benefits is the amount
of future benefit that employees have earred in return for thair service in the curront and prior
periods. The obligation is caleulated using expected future increases in wage and salary rates
including related on-costs and expected seitlement dates, and is discounted using the rates
attached 1o the Commonwealth Government bonds at the balance shest date which have
maturity dates approximating to the terms of the consolideted antity's obligations.

Wagss, salaries and annual lsave

Liabilitios for employes benefits for wages, salaries and annual leave that are sxpected o be

settlsd within 12 months of the reporting date represent present obligations resulting from

~ smployees’ services provided to reporting date, are caloulated at undiscounted amounts based

- on remunseration wage and salary rates that the consolidated entity expects to pay as at
reporting date including refated on-costs, such as workers compensation insurance and payroll
tax.

fm}  Provisions

A provision is recognised in the balance shest when the consolidated entity has a present legal
or constructive obligation as a result of a past avent, and it is probable that an outflow of
sconomic benefits will be requirsd 10 settie the obligation. Provisions are determined by
discounting the expected future cash flows gt a predax rate that reflects current market
asssssments of the time value of money and, where appropriate, the risks specific to the
liability.

Provisions are made for the estimated cost of rehabilitation refating to areas disturbed during
the mine’s operation up to reporting date but not yet rehabilitated. Provision has been made in
full for all disturbed aress at the reporting date basad on curent estimates of sosts to
rehabilitate such areas, discounted to thelr present value based on expected future cashilows,
-The estimatad cost of rehabilitation includes the current cost of recontouring, topsoiling and
revegetation employing legislative requirements. Changes in estzmstes are dealt with on g
prospective basis as they arise,

Significant uncertainty exists as 1o the amount of rehabilitation cbligations which will be
incurred dus to the impact of changes in environmental tagislation, The amewunt of the
provision refating to rehabilitation of mine infrastructure and dismantling obligations is
‘recognised at the commencement of the mining project andfor construction of the assets
'whete a legal or constructive obligation exists at that time. The provision is recognised as a
nen-current liability with a corresponding esset ingluded in mining property ang development
‘assets.

At each reporting date the rehabilitation Hability is re-measured in line with changes in discount
rates, and timing or amount of the costs to be incurred. Changes in the fiability relating to
rehabilitation of mine infrastructure and dismantling obligations are added to or deducted from
the related asset, other than the unwinding of the discount which i is recognised as a finance
cost in the income statement as it ocours.

if the change in the liability results in a decrease in the liability that excesds the carrying
amount of the asset, the asset is written-down to nil and the excess is recognised immeadiately
in the Incoms staternent. If the change in the Jiability results in an addition 1o the cost of the

- asset, the recoverability of the new cartying amount is considered. Where there is an indication

- "that the new carfying amount is not fully recoverable, an impairment test is performed with the .
- write-down recognised in the income statement in the period in which it occurs,

The amount of the provision ralating to rehabilitation of snvironmental disturbance caused by
on~going production and extraction activities is recognised in the income statement as incurred.

Changes in the liability are charged to the income statement. as rehabilitation expensa other
than the unwsndmg of the discount whlch is racogmsed as a fmance £ost. :




Whitehaven Coal Mining Limited
Condensed notes t0 the consolidated interim financial report
for the six months ended 31 December 2006

3 Significant accounting policies (cont’d}

in) Trade and other payables

Trade and other payables are stated at their amortised cost.

Trads payables are non-intersst bearing and are normally settled on 60-day terms.
{o) Reventie

Revenue from the sale of coal is recognised in the income staterent when the significant risks
and rewards of ownership have been transferred to the buyer.

v} Expenses
Operating lease pavmenis

Payments made under operating leases are recognised in the income statement on 2 straight-
line basis over the term of the lease. Lease incentives received are recognised in the income
statement &3 an integral part of the total Isase expense and spread over the leass term,

Finance lease payments

Minirnum lease payments are apportioned batween the finance charge and the reduction of the
gutstanding iability. The finance charge is aliocated to each period during the lease term so as
10 producs a constant periodic rate of interest on the remammg balance of the liability.

Net financing costs

Net financing costs comprise interest payable on hormwmgs calcuiated using the effsttive
interest method, interast recsivable on funds invested, dividend income, foreign exchange
~ gains and losses, and gains and losses on derivatives not qualifying for hedge accounting.
.-Borrowing costs are expensed as incurred and included in net financing costs.

Interest income is recognised in the income statement as it accrues, using the effective
intarost method. Dividend income is racognised in the income staterrient on the dais the
enifty’s right to receive payments is established which in the case of quoted securities is ex-
dividend date. The interest expanse component of financs lease paymants is recognised in the
Iincome statement using the effectiva interest methad.

{a} Income tax

- Income tax on the profit or loss for the year comprises current and deferred tax. ncome tax is -
recognised in the income statement except to the extent that it relates to items recognised
directly in aguity, in which case it is recognised in squity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantively enacted at the balance shest date, and any adjustment to tax payable
in respect of previous vears,

Deferrsd tax is provided using the balance sheet liability method, providing for tamporary
differences between the camying amounts of assets and liabiliies for financial feporting
purposes and the amounts used for taxation purposes. The following temporary differences
are not provided for: the initial recognition of assets or liabilities that affect neither accounting
nor taxable profit and differences relating to investments in subsidiaries o the axtent that thay
will probably not reverse in the foressaable future. The amount of deferred tax provided is
based on the expectad manner of realisation or settfement of the carrying amount of assets
* and tiabilities, using tax rates anacted or substantively enacted at tha balance sheet dste.

A deferred tax asset is recognised only to the extent that it is probable that future taxable
profits will be available against which the asset can be utilised. Deferred tax assets are
reduced to the extent that it is no longer probable that the related tax benefit will be reslised.

Additional income texes that arise from tha distribution of dividends are recognised at the same
time as the liability to pay the relatad dwtdend

Tax consolidation

The Company and its wholly-owned Australian resident entities have formed a tax-consolidated -

. group with effect from 1 July 2003 and are therefore taxed as a single entity from that date.
.- Tha head emity wrthm the tax-consellciatad group is Whitehaven Coal Mining Limited. :

10




Whitehaven Coal Mining Limited
Condensed notss o the consolidated interim financial report
for the six months endect 31 December 2006

3 Significant accounting policies {mnt’;!)
{q; Income tax [cont'd]
Tax consolidation feont'e)

Current tax expensefincome, deferred tax lisbilities and deferred tax assots arising from
termporary differences of the members of the tax-consolidated group are recognised in the
separate financial statements of the members of the tax-consolidated group using tha 'separate
taxpayer within group” approach by roference 1o the carrying amounts of assets and Habilities in
the separate finencial stetaments of each entity and the tax values applying under tax
consolidation,

Any current tax liabifitios {or assets) and deferred tax assets arising from unused tsx losses of
the subsidiaries is assumed by the head entity in the tax-consolidated group and are recoghised
as amounts payable (reseivable} to {from) other entities in the tax-consolideted gréup in
conjunction with any tex funding arangement amounts {refer below). Any difference between
these amounts is recognised by the Company as an equity contribution or distribution,

The Company recognises deferred tax assets arising from unused tax losses of the tax
consolidated group to the extent that it is probable that future taxable profits of the tax-
consplidated group will be available against which the asset can be utilised.

Any subsequent period adjustments to deferred tax assets arising from unused tax iosses as a
result of revised assessments of the probability of recoverability is recognised by the head
antity only,

Nature of tax funding arrangements and tax shering arrangements

The head entity, in conjunction with other mambers of the tax-consolidated group, has emered
into a tax funding arrangement which sets out the funding obligations of members of the tax-
consolidated group in respect of tax amounts. The tax funding srrangements require payments
toffrom the head entity equal 1o the current tax liability {asset) assumed by the head entity and
any tax-oss deferred tex asset assumed by the head entity, resulting in the haad entity
recognising an inter-entity receivable (payabls} equal in amount to the tax liability {ssset)
assumed. The inter-erdity rossivable {payabls} are at call. -

- Contributions to fund the current tax labilities are payabls as per the tax funding arrangerment
‘and reflact the timing of the head entity's obligation to make payments for tax liabilities to the
Tetevant tax authorities.

~The head entity in conjunction with other members of the tax-vonsolidated group, has aiso

... emered intc @ tax sharing agreement. The tax sharng agresment provides for the
. determination of the allocation of income tax liabllitios betwaen the entitiss should the head
- . entity default on its tax payment obligations. No amounts have been recognisad in the financial

‘statements in respect of this agresment as payment of | any amounis under the tax sharing
agreament is considered remots.
1) Segment reporting

A segmen is a distinguishable component of the consolidated entity that is engaged either in
proviging products or services {business segment), or in providing products or services within a
particular scoromic environthent (geographical gegment), which is sub;ect 1o risks and rewards
that are different from those of other segments. :

(s]  Goods and services tax

Revenue, expenses and assets are recoghised net of the amount of goods and services tax
{GST), excapt where the amount of GST incurrad is not recoverabis from the taxation authority.

: " Inthese circumstances, the GST Is recognzsed as part of the cost of acquisition of the asset or

as part of the expense.

Receivables and payablas sre stated with the amnunt of GST included, The net amount of GST
racoverable from, of payable to, tha ATO is inclucled as a carrent asset or lability in the balance
‘sheet.

_ Cash flows are inclided in the statement of cash ﬂcws on & gross besis. The GST components
‘of cash flows arsing from investing and financing acthvities which ara racoverahle irom, or
: payab!e 10, the ATOf are clasmﬂsd as Operatmg cash fiows, :




Whitehaven Coal Mining Limited
Condensed notes to the consolidated interim financial report
for the six months ended 31 December 2006

23 Signiticant accounting pulicies (cont'd}
it} Deferred stripping costs

Expenditure incurred 1o remove overburden or waste matarial during the production phase of a
mining operation is deferred to the extent it gives rise to future economic benefits and charged
o operating costs on a units of production basis using the sstimated average stiripping ratio for
the area being mined. Changes in estimates of average stripping ratios are accounted for
prospactively,

For the purposes of assessing impairment, deferred stripping costs are grouped with other
assels of the relevant cash generating unit.

{u) Exploration and evaluation assets

Explorgtion and evaluation costs, inciuding the costs of acquiring licences, are capitalised as
sxploration and evalustion sssets on an area of intorest basis. Costs incurred bafors the
consolidated emity hes obtainad the lsgal rights to explore an area are recognised in the
icome statement,

Exploration end evaluation assets are onty recognisad i the rights of the area of interest are
current and either;

3} the expsnditures are expected o be recoupsed through successful development snd
exploitation of the area of interest; or
i} activities in the area of interest have not at the reporting date, reached a stage which

parmids a reasonable assessmant of the existence or otherwise of aconomically
recoverabla raserves and active and significant operations in, or in relation to, the ares
of interest are continuing.

Exploration and ewvaiuation assets are assessaed for impairment if [} sufficiant deta exists to
determine technical feasibility and commercial viability, and (i) facts and circumstances suggest
that the carrying amount exceeds the recoverable amount. For the purposes of impairment
testing, exploration and evaluation assets are allocated to cash-gensrating units to which the
axploration activity related. The cash generating unit shall not be larger than the ares of interast.

Once the technical foasibility and commercia) viability of the extraction of mineral resources in
an area of interest are demonstrable, exploration and aveluation assets attribulable 1o that area
of interest are first tested for impairment and then reclassified from intangible assats to mining
preperty and devalopment assets within proparty, plant and deveiopment.,

4 Estimates

The preparation of the Interim financial report requires management fo make judgements,
estimates and assumptions that affect the application of accounting policias and the reported
amounts of assets and liabilities, incoma and expense. Actual results may differ from these
astimates,

in preparing this consolidated interim financial report, the significant udgsments made by
management in applying the consoclidated entity's accounting policies and the key sources of

estimation uncertainty were the same s those that applied to the cansolidated financial report

as at and for the yaar ended 30 June 2008

12




Whitehaven Coal Mining Limited

- Gondensed notes to the consolidated interim financial report

for the six months ended 31 December 2006
5 Intergst bearing liabilities

The following interest baaring liabilities were issusd and repaid during the six months ended 31
December 2006: .

Carrying
in thousands of AUD amount
Balance at 1 July 2008 Z
New issuss
Finance leass liabilities, net increasa
Repayments

Secured bank loan
Balanee at 31 Docember 2008

[ Contingencias
There were no significant contingencss at 31 Dacembear 2006.

7 Subsequent events

Subsequent t 31 December 2008, the Company lodged an application to changs its status
from a propristary company to an unlisted public company. This application was approved in
February 2007 and accordingly, the Company changed its name from Whitshaven Coal Mining
Pty Limited to Whitshaven Coal Mining Limited, There is no impact ton the financial
staterments for the six months ended 31 December 2006,

Other than the matter described above, there has not arisen since the end of the financial
period any item, transaction or event of a material and unusual natura likaly, in the opinion of
the directors of the Company, to affect significantly the operations of the Company, the results
of those operations or the state of affairs of the Company, in future financial years.
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Directors’ declaration

In the opinion of the Directors of Whitehaven Coal Mining Limited:

a) the financial staternents and notes, set out on pages 1 to 13, are drawn up in
accordance with the basis of accounting described in Notes 1 to 4, applicable Australian
Accountting Standards and other mandatory reporting requiremants, so as to present
fairly the financial pesition of the consolidated entity as at 31 Dacember 2006 and its
performance, as raprasented by the results of its operations and its cash flows, for tha
six months ended on that date; and

b} there are reasonable grounds to believe that the Company will be able to pay ftS debts
as and when they becoms due and payable.

Dated at Brisbane this 29 day of March 2007.

Signaed in accordance with a resolution of the Directors.

Leigh Whitton
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.Independent auditor's review report
to the members of Whitehaven Coal Mining Limited

Report on the financial report

We have reviewed the accompanying interim financial report of Whitehaven Coal Mining
Limitad being a special purpose financial report which comprises the consolidated interim
balance sheet as at 31 December 2008, income statement, statement of changes in equity and
cash fiow statemant for the half-yeer ended on that date, 5 slatement of significant acoounting
policies, and other selected explanatory notes 1 to 7 of the consolidated entity comprising the
Company and the entities it contrelled at the half-year's and or from time to time during the
half-year.

Directors’ responsibility for the financial report

The directors of the Company ara responsible for the preparstion and fair prasentation of the
interirn financial report and have determined that the accounting polices used and described in
Notes 1 1o 4 to the financial statements are appropriate 1o meet the neads of the members.
This responsibility includes designing, implementing and maintaining Internal control relevant 1o
ihe preparation and fair presentation of the interim financial report that is free from material
misstatement, whather due to fraud or error: ssiecting and applying appropriste accounting
policies; and making accounting estimates that ars reasonable in the circumstances.

Auditor's responsibility

Qur responsibility is to express a conclusion on the interirs financial report based on our review.
We conducted our review in accordence with Auditing Standard on Beview Engagements
ASRE 2410 Review of an Interim Financlal Report Performed by the independent Auditor of the
Entity, in order to state whether, on the basis of the procedures described, we have become
aware of any matter that makes us believe that the interim financial report dees not present
fairly the consolidated entity’s financial position as at 31 December 2006 and its performance
for the halfyear ended on that date. As auditor of Whitehaven Coal Mining Limited, ASRE
2410 reqguires that we cormply with the ethica! requirements refavant to the audit of the annual
financial raport.

A review of an interim financial report consists of making enquiries, primsrily of persons
responsible for finaneial and accounting matters, and applyving analytical and other review
protedures. A review is substantially less in scope than an audit conducted in accordance with
Australian Auditing Standards and consequently does not enable us 1o obtain assurance that we
would become aware of ali significant matters that might be identified in an sudit. Accordingly,
we do not express an audit opinion.

Conclusion

Based on our review, which is not an audit, we have not become aware of any matier that
makes us believe that the interim financial report of Whitehaven Coal Mining Limited is not
properly drawn up S0 as 1o preseni fairly the consolidated entity’s financial position as at 31
December 2006 and its performence for the six month period ended on that date, in
accordance with the basis of accounting described in Notes 1 1o 4 1o the financial statements.

AL
KPMG

< . .

Simon Crane
FPartner

Brishane
28 March 2007
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