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DIRECTORS" REPORT

RESOURCES NI for the year ended 30 June 2000

The Directors present their report together with the financial report of Amalg Resources NL ("the Company") and the
consolidated financial report for the consolidated entity being the Company and its controlled entity, for the year ended 30 June
2000 and the auditors’ report thereon.

DIRECTORS

The names and particulars of the Directors of Amalg Resources NL holding office at any time during or since the financial year
are:

Graham McGarry AASA, CD (Chairman and Managing Director) (Director since 1993)

(Chairman since March 1999)

Graham McGarry (52) has been employed directly or indirectly in the mining industry in the Eastern Goldfields for over 30 years,
including 10 years as Company Secretary of a publicly listed mining Company.

McGarry was employed by the Amalg Syndicate for the eight years prior to the formation of Amalg Resources NL principally
in identifying and securing mining opportunities capable of profitable exploitation. This work has resulted in the exploitation of
gold, copper and nickel deposits in Western Australia, Northern Territory and South Australia.

McGarry has had extensive administration experience in the mining/exploration industry including three years as an industry
representative on the Mining Industry Liaison Committee advising the Minister of Mines in Western Australia. McGarry was a
director of Moonta Mining NL between 1987 and 1997. Moonta was a partner with the Amalg Syndicate in a copper/gold
mining operation in South Australia from 1987 to 1994.

Geoffrey Warren Greenhill AWASM (Operations Director) (Director since 1993)

Geoff Greenhill (50) is a metallurgist who graduated from the Western Australian School of Mines and has over 25 years
experience in the mining industry. Greenhill has been involved in the production of gold, copper, nickel, vanadium, tin/tantalum
and mineral sands during this time.

Greenbhill has been responsible for the design, construction and commissioning of a number of small to medium scale mining
and processing operations in Western Australia, Northern Territory and South Australia. For the ten years prior to 1996,
Greenhill was involved in full-time work with the Amalg Syndicate’s projects and was project manager for the Moonta Mining
Joint Venture operations and a director of Moonta Mining NL.

Since July 1998, Greenhil has been General Manager of Loongana Lime Pty Ltd.

John Albert Alman (Director) (Director since 1993)

John Alman (65) has operated a successful contracting business in the Eastern Goldfields since 1964. Alman was a partner in
Amalg Syndicate since its inception and was the Chairman of Moonta Mining NL for seven years. Moonta Mining NL was a
partner with the Amalg Syndicate in a copper/gold mining operation in South Australia from 1987 to 1994.

Garry Patrick Connell (Director) (Appointed Director on 1 October 1999)

Garry Connell (48) has gained valuable experience in the mining industry through successful fuel supply and earthmoving
businesses.
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for the year ended 30 June 2000 (Continued) QES500BCEES WA

Between 1984 and 1998 Connell was the Managing Director, and with his wife, owned the Kalgoorlie Fuel Company (Kalfuel).
Kalfuel was one of BP Australia Limited's largest independent fuel distributors in Australia and supplied many of the largest
mining and industrial companies in the Kalgoorlie / Goldfields area. Under Connell's management, the business grew from a
small distributorship to one of major significance for BP Australia Ltd.

Prior to this Connell had extensive experience in the earthmoving business and has undertaken many large and complex
projects.

Garry has a 'hands on' approach to management and is a well-known and charismatic identity in both the Perth and Kalgoorlie
business communities.

Douglas Charles Daws JP (Alternate Director) (Alternate Director for John Alman)
(Appointed Alternate on 1 October 1999)

Doug Daws (57) has over 35 years diverse experience in the resources industry - in particular, exploration and mining in
Western Australia.

Between 1982 and 1986 he was Regional Administrator of the Goldfields-Esperance Region and during this period he was
responsible for initiating and facilitating the development of major resource and regional development projects.

Between 1986 and 1991 Daws was Manager of Projects, Western Australian Mint and Manager of the Australian Gold
Refineries, Kalgoorlie.

In March 1991 Daws was appointed Chairman of Gold Capital Corporation Limited, a mining finance and investment
corporation specialising in gold and other precious metals. Since then Daws has conducted a number of investigations into
the development of mining and downstream processing projects in several overseas countries including Romania, Sri Lanka,
Myanmar and China.

Andrew Neil White B.Bus, ASA (Alternate Director) (Alternate Director for Geoffrey Greenbhill)
(Appointed Alternate on 25 October 1999)

Andrew White (34) who is also the Company Secretary has worked in the mining sector since 1994 in both Western Australia
and New South Wales.

Prior to joining Amalg Resources he was an accountant for the David Mitchell Group.

Mark George Wilkinson B Com B Compt (Hons) CA (Director) (Appointed Director in August 1999)
(Resigned as Director 28 September 1999)

Mark Wilkinson (44) is the Chief Executive of McRoss Developments Pty Ltd, which is owned by the Walker Family. Wilkinson

has experience in accounting, finance and investment.

Langley Alexander Walker (Alternative Director for Mark Wilkinson) (Appointed Alternate in August 1999)
(Resigned as Alternate on 29 September 1999)

Lang Walker (55) is the founder and Chief Executive of Walker Corporation Ltd and the Executive Chairman of McRoss
Developments Pty Ltd. Walker has extensive experience in property development and investment.
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RESOURCES NI for the year ended 30 June 2000 (continued)

DIRECTORS’ INTERESTS AND MEETINGS OF DIRECTORS

The following table sets out the relevant interests of each director in the share capital of the Company at the date of this report,
the numbers of meetings of the Directors held during the year ended 30 June 2000 whilst they held the position of Director
and the number of meetings attended by each director. Due to the size and nature of the Company’s operations it has not
been considered necessary to form an audit committee of the Board of Directors.

Name of Directors’ Interests in Number of Number of

Director Ordinary Shares Directors’ Meetings Directors’ Meetings
Attended Held

G McGarry 27,182,516* 15 16

G W Greenhil 24,675,747* 16 16

J A Alman 27,521,497* 15 16

G P Connell 28,858,552 7 12

M G Wilkinson - - -

L A Walker (alternate) - - -

D C Daws (alternate) 280,001 1 1

A N White (alternate) - - -

* includes shares owned by Alameda Pty Ltd, Moonta Mining Pty Ltd and Spargoville Nickel Pty Ltd, companies in which
Messes J A Alman, G W Greenhill and G McGarry each hold an interest.

No options have been issued to Directors of the Company.

PRINCIPAL ACTIVITIES

The principal activities of the consolidated entity during the financial year were those of copper, gold, limestone and quicklime
production and the mineral exploration and development of gold, nickel and copper.

RESULT
The consolidated loss after income tax for the financial year was $218,000 (1999: loss of $2,148,000).

REVIEW OF OPERATIONS

The review of operations and the results of operations of the consolidated entity during the year are discussed in other sections
of the Annual Report.

DIVIDENDS

Dividends paid or declared since the end of the previous financial year are:
2000 - The Directors recommend that no dividend be paid in respect of the current financial year.
1999 <« The Directors recommended that no dividend be paid in respect of the 1999 financial year.

ANNUAL
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for the year ended 30 June 2000 (continued) QES500BCEES WA

LIKELY DEVELOPMENTS AND EXPECTED RESULTS OF OPERATIONS

Likely future developments in the operations of the consolidated entity are referred to in other sections of the Annual Report.
Other than as referred to in this Annual Report, further information as to likely developments in the operations of the
consolidated entity and the expected results of those operations would be, in the opinion of the Directors, likely to result in
unreasonable prejudice to the consolidated entity.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

On 10 August 1999, Amalg Resources NL announced the placement of 32 million fully paid shares to clients of CIBC Wood
Gundy at 12 cents per share to raise $3.64 million, net of share issue costs of $0.196 million. The Australian Stock Exchange
granted official quotation to the placement on 16th August 1999.

In the opinion of the Directors, other than as set out above, there were no significant changes in the state of affairs of the
consolidated entity that occurred during the financial year.

ENVIRONMENTAL REGULATION

The consolidated entity’s operations are subject to significant environmental regulations under both Commonwealth and State
legislation in relation to its mining activities.

Amalg Resources NL views environmental management as essential to its own future and that of the mining industry in general.
The consolidated entity considers that sound environmental management benefits all stakeholders, including shareholders,
employees, nearby residents and the community in general.

The Directors recognise that environmental management is an integral part of all activities, from exploration and mining to
processing and exporting. As a result, all operations of the consolidated entity are committed to developing, implementing and
maintaining good environmental policies and practices.

The consolidated entity's mining activities are situated in Queensland and Western Australia. There are significant
environmental regulations under the Queensland and Western Australian Mining and Environmental Protection Acts. There are
license requirements relating to waste disposal, water and air pollution and the handling of dangerous goods in relation to the
consolidated entity’s activities.

The Board believes that the consolidated entity has adequate systems in place for the management of its environmental
requirements and is not aware of any breach of those environmental requirements as they apply to the consolidated entity.




DIRECTORS" REPORT

RESOURCES NI for the year ended 30 June 2000 (continued)

DIRECTORS’' AND SENIOR EXECUTIVES' EMOLUMENTS

The Board of Directors’ is responsible for setting the remuneration of executive Board members and senior executives of the
Company. Their broad policy is to ensure the remuneration package properly reflects the person’s duties and responsibilities
and to ensure that the remuneration is competitive in attracting, retaining and motivating people of the highest quality. The
Company’s performance is taken into consideration when setting remuneration.

Details of the nature and amount of each major element of the emoluments of each Director of the Company and each of the
five named officers of the Company and the consolidated entity receiving the highest emoluments are:

Base Non-cash Super Total
Emolument Benefits Contributions
$ $ $ $

Director
Mr G McGarry 143,500 - 12,500 156,000
Mr G W Greenhill 120,000 - 12,500 132,500
Mr J A Alman 13,500 - - 13,500
Mr G P Connell 3,375 - - 3,375
Mr M G Wilkinson - - - -
Officer
The Company
Mr A J Lord 130,000 - 9,100 139,100
Mr G C Lucas 115,000 - 8,050 123,050
Mr L Taylor 103,477 - 6,946 110,423
Mr J Penna 94,050 - 11,408 105,458
Mr H Conrad 84,623 - 3,252 87,875
Consolidated
Mr A J Lord 130,000 - 9,100 139,100
Mr G C Lucas 115,000 - 8,050 123,050
Mr L Taylor 103,477 - 6,946 110,423
Mr J Penna 94,050 - 11,408 105,458
Mr C R Burns 85,884 4,691 6,036 96,611
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for the year ended 30 June 2000 (continued) RES O URCES NI
OPTIONS

At the date of this report the following employee share options over unissued ordinary shares of the Company were
outstanding:

Exercisable Before Exercise Price Granted Exercised Lapsed Outstanding

27 July 2000 68 cents 1,183,052 - 633,254 549,798

14 February 2002 50 cents 850,000 - 200,000 650,000

At the date of this report the following options over unissued ordinary shares of the Company, issued to Macquarie Bank Ltd
as part of the loan facility, were outstanding:

5 November 2004 * 20 cents 7,500,000 - - 7,500,000
* QOptions are not exercisable after 30 June 2001 if all amounts outstanding to Macquarie Bank Limited are repaid.

These options do not entitle the holder to participate in any share issue of the Company or any other body corporate. No
options have been issued to Directors or Senior Executives during or since the end of the financial year. There are no unissued
shares under option as at the date of this report, other than those referred to above.

EVENTS SUBSEQUENT TO THE END OF THE FINANCIAL PERIOD

There has not arisen in the interval between the end of the financial year and the date of this report any other item, transaction
or event of a material and unusual nature likely, in the opinion of the Directors of the Company, to affect significantly the
operations of the consolidated entity, the results of those operations, or the state of affairs of the consolidated entity, in
subsequent financial years.

INSURANCE PREMIUMS

Since the end of the previous financial year the Company has paid insurance premiums in respect of Directors’ and
Officers’ Liability and Company Reimbursement Insurance contracts, for the current Directors and current and former officers,
including executive officers and secretaries of the Company. The Directors have not included details of the nature of the
liabilities covered or the amount of the premium paid in respect of this insurance, as disclosure is prohibited under the terms
of the contract.

ROUNDING OFF

The Company is of a kind referred to in ASIC Class Order 98/100 dated 10 July 1998 and in accordance with that Class Order,
amounts in this report and the accompanying financial report have been rounded off to the nearest one thousand dollars unless
otherwise indicated.

Dated at Kalgoorlie this 20th day of September 2000.

Signed in accordance with a resolution of the Directors.

m

DIRECTOR




CORPORATE GOVERNANCE STATEMENT

RESOURCES NI for the year ended 30 June 2000

This statement outlines the main Corporate Governance practices that were in place throughout the financial year unless
otherwise stated.

Board of Directors

The Board is responsible for the overall Corporate Governance of the consolidated entity including its strategic direction,
establishing goals for management and monitoring the achievement of those goals. The Board operates in accordance with
Amalg Resources NL's Constitution, ASX Listing Rules, the Corporations Law, various Mining Acts and other applicable laws
whilst achieving these goals.

At the start of the financial year, the Board of Directors was comprised of one non-executive Director, and two executive
Directors, one of whom was Managing Director and Chairman and one of whom was Operations Director. A non-executive
director was elected to the Board in August 1999 and resigned in September 1999. In September 1999 a further non-
executive director was elected to the Board.

The consolidated entity is not considered to be of a size, nor is its affairs of such complexity to justify the establishment
of separate committees, accordingly all matters, which may be capable of delegation to a committee, are dealt with by the
full Board.

In addition to formal Board meetings, the Board meets informally regularly in order to retain full and effective control over the
consolidated entity and monitor the executive management. The Board has established a framework for the management of
the consolidated entity including a system of internal control, a business risk management process and the establishment of
appropriate ethical standards.

The names of each director, together with the details of their relevant qualifications and experience are set out in the financial
report.

The Company’s Articles of Association and the Listing Rules of Australian Stock Exchange Limited govern the procedures for
election and retirement of Directors.

All Directors have the right to seek independent legal and accounting advice concerning any aspect of the Company’s
operations and undertakings.

Auditors

Whilst the Company does not have a formally constituted audit committee, the Board reviews the performance of the external
auditors on a regular basis. They also review the draft financial statements and audit/review reports at year-end and half year.

Internal Control Framework

The Board acknowledges that it is responsible for the overall internal control framework, but recognises that no cost effective
internal control system will preclude all errors and irregularities. To assist in discharging this responsibility the Board relies on
several internal controls:

. There is a comprehensive monthly management reporting system. Management reports detailing consolidated entity
expenditure are prepared and presented to Board members monthly. Results are reported against budget and
variations from budget have been discussed with site personnel to ascertain the reasons for the variances each month
for each of the consolidated entity’s operations. Budgets are revised when management has sufficient historical
information to make informed forecasts.

ANNUAL
REPORT




CORPORATE GOVERNANCE STATEMENT

for the year ended 30 June 2000 (continued) RES O URCES NI

. Procedures are in place to ensure that price sensitive information is reported to the ASX in accordance with the
Continuous Disclosure Requirements.

. The consolidated entity conducts a review of the ability and experience of potential senior employees prior to
appointment. Informal appraisals are conducted regularly together with on the job monitoring and training for all
employees.

. The Managing Director and Operations Director are in regular contact with senior site personnel at all the consolidated

entity’s operations on an informal basis. In addition, formal monthly reporting together with periodic site visits by the
Managing Director and Operations Director all contribute to controls in this area.
Ethical Standards

Amalg Resources NL recognises the need for Directors and employees to observe the highest standards of behaviour and
business ethics in conducting its business, and intends to maintain a reputation of integrity.

Whilst the consolidated entity does not believe it is of a size to warrant the development of formal ethical guidelines, the
Directors endeavour to ensure that their actions are appropriate and believe they provide the benchmark for their employees.
Environment

The consolidated entity aims to ensure a high standard of environmental care is achieved. Refer to the Directors’ report for
further discussion.

Business Risks

The Board adopts practices to identify significant areas of risk and to effectively manage those risks in accordance with the
consolidated entity’s risk profile.

Where appropriate the Board draws on the expertise of appropriate external consultants to assist in dealing with or mitigating
risk.

The Company’s main areas of risk include:

. exploration, development and production;

. fluctuating commodity prices and exchange rates;
. financing; and

. title to assets.

The Board gives regular consideration to all these matters.

The Role of Shareholders

The Board of Directors ensures that all shareholders are informed of all developments affecting the consolidated entity's state
of affairs. Shareholders are forwarded:

. the Company’s Annual Report;

. the Company’s Quarterly Reports; and

. a copy of any major announcements made to the market.




PROFIT AND LOSS STATEMENTS

RESOURCES NI for the year ended 30 June 2000

Note Consolidated The Company
2000 1999 2000 1999
$'000 $'000 $'000 $'000
Revenue 2 72,696 67,697 59,131 56,657
Operating profit/(loss) before income tax 2 (443) (2,148) 580 (1,743)
Income tax benefit attributable to operating profit/(loss) 4 225 - 92 -
Operating profit/(loss) after income tax (218) (2,148) 672 (1,743)
Accumulated losses at the beginning of the year (3,063) (915) (2,850) (1,207)
Accumulated losses at the end of the year (3,281) (3,063) (2,178) (2,850)

The profit and loss statements are to

be read in conjunction with the notes ANN“AI_

to and forming part of the financial

statements. REPURT




BALANCE SHEETS

as at 30 June 2000 DESODLERS 0
Note Consolidated The Company
2000 1999 2000 1999
$'000 $'000 $'000 $'000
CURRENT ASSETS
Cash 665 176 1,204 132
Receivables 5 3,048 2,036 996 553
Investments 6 9 196 9 9
Inventories 7 5,130 6,375 2,114 4,824
Other 8 727 460 529 441
TOTAL CURRENT ASSETS 9,579 9,243 4,852 5,959

NON CURRENT ASSETS

Receivables 5 843 936 24,216 19,696
Property, plant and equipment 9 29,155 29,207 6,163 7,177
Exploration and development expenditure 10 18,222 20,389 18,220 20,387
Other 8 372 - - -
TOTAL NON CURRENT ASSETS 48,592 50,532 48,599 47,260
TOTAL ASSETS 58,171 59,775 53,451 53,219

CURRENT LIABILITIES

Accounts payable 11 9,263 12,085 6,897 7,037
Borrowings 12 2,390 6,137 1,359 5,562
Provisions 13 505 708 293 465
Other 14 - 118 - 118
TOTAL CURRENT LIABILITIES 12,158 19,048 8,549 13,182

NON-CURRENT LIABILITIES

Borrowings 12 4,424 2,489 2,240 1,741
Provisions 13 2,356 2,431 2,326 2,276
TOTAL NON-CURRENT LIABILITIES 6,780 4,920 4,566 4,017
TOTAL LIABILITIES 18,938 23,968 13,115 17,199
NET ASSETS 39,233 35,807 40,336 36,020

SHAREHOLDERS’ EQUITY

Share capital 15 42,514 38,870 42,514 38,870
Accumulated losses (3,281) (3,063) (2,178) (2,850)
TOTAL SHAREHOLDERS’ EQUITY 39,233 35,807 40,336 36,020

The balance sheets are to be read in
conjunction with the notes to and

forming part of the financial
statements.




STATEMENTS OF CASH FLOWS

RESOURCES NI for the year ended 30 June 2000

Note Consolidated The Company

2000 1999 2000 1999

$'000 $'000 $'000 $'000
Cash flows from operating activities
Cash receipts in the course of operations 70,995 69,430 58,553 58,943
Cash payments in the course of operations (58,968) (49,657) (44,201) (39,742)
Net cash provided by operating activities 22(b) 12,027 19,773 14,352 19,201
Cash flows from investing activities
Payments for investments - (283) - (11)
Proceeds from the sale of investments 2(a) 277 109 - 50
Payments for exploration and development (6,501) (6,848) (6,501) (6,848)
Payments for property, plant and equipment (3,081) (13,989) (786) (1,038)
Proceeds from the sale of plant and equipment 2(a) 307 107 96 100
Interest received 2(a) 58 202 41 169
Loan to controlled entity 5 - - (4,613) (12,272)
Net cash used in investing activities (8,940) (20,702) (11,763) (19,850)
Cash flow from financing activities
Proceeds from issue of shares 15 3,840 - 3,840 -
Costs of issue of shares 15 (196) - (196) -
Proceeds from borrowings 12 2,000 2,582 2,000 1,266
Repayment of borrowings 12 (5,418) (3,977) (5,418) (3,544)
Repayment of lease liability (1,677) (1,166) (777) (684)
Dividends paid - (1,201) - (1,201)
Interest and costs of finance paid 2(b) (1,147) (582) (966) (531)
Net cash used in financing activities (2,598) (4,344) (1,517) (4,694)
Net increase/(decrease) in cash held 489 (5,273) 1,072 (5,343)
Cash at the beginning of the financial year 176 5,449 132 5,475
Cash at the end of the financial year 22(a) 665 176 1,204 132

The statements of cash flows are to be

read in conjunction with the notes to ANN“AI_

and forming part of the financial

statements. REP“RT




NOTES

to and forming part of the financial statements

RESOURCES NI

for the year ended 30 June 2000

1.

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES
The significant policies, which have been adopted in the preparation of this report, are:

a)

Basis of Preparation

The financial report is a general-purpose financial report, which has been prepared in accordance with
Accounting Standards, Urgent Issues Group Consensus Views, other authoritative pronouncements of the
Australian Accounting Standards Board and the Corporations Law.

It has been prepared on the basis of historical costs and, except where stated, do not take into account changing
money values or current valuations of non-current assets.

The accounting policies have been consistently applied and, except where there is a change in accounting
policy, are consistent with those of the previous year.

Where necessary, comparative information has been reclassified to achieve consistency in disclosure with
current financial year amounts and other disclosures.

Going Concern

The consolidated entity has incurred a loss after taxation during the year of $218,000 and has a deficiency of
working capital of $2,615,000. The accounts have been prepared on the basis of going concern, which
contemplates continuity of normal business activities and the realisation of assets and settlement of liabilities in
the ordinary course of business. The Directors believe this to be appropriate for the following reasons:

() The Loongana Lime kiln commissioning problems have been overcome. They are expected to generate
significant positive cash flow in the future;

(ii) The increasing world copper price is expected to increase cash flows from the Eloise Copper Mine. By
30th September 2000 the Company will have delivered into all of its outstanding sold call options, which
at 30 June 2000 covered US$5.1 milion exercisable at 0.7475. Subsequent US dollar sales are
expected to be delivered into spot, which at 30 June 2000 was 0.60;

(i) The debt to Macquarie Bank Limited has reduced by $5.3 million this half year, with only $1.67 milion
outstanding at year-end.
Sales Revenue

Sales revenue is recognised when there has been a passing of risk to the customer in accordance with the sales
contracts.

Sales revenue is calculated after commodity and foreign exchange hedging, and foreign exchange differences
on sales receipts, but prior to treatment, refining and freight costs. Sales revenue may be adjusted due to assay,
metal price, weight and currency variations

Foreign Currency

Foreign currency transactions are translated to Australian currency at the rates of exchange ruling at the dates of
the transactions. Amounts receivable and payable in foreign currencies at balance date have been translated at
the rates of exchange ruling on that date.

Exchange differences relating to amounts payable and receivable in foreign currencies are brought to account
as exchange gains or losses in the profit and loss account in the financial year in which exchange rates change.




NOTES

to and forming part of the financial statements
for the year ended 30 June 2000 (continued)

RESOURCES NI

e) Derivatives
The consolidated entity is exposed to changes in foreign exchange rates and commodity prices from its activities.
It is the Company’s policy to use derivative financial instruments from time to time to hedge these risks. The
consolidated entity’s policy is not to enter, hold or issue these derivative financial instruments for trading
purposes.

Hedges

Where hedge transactions are designated as a hedge of the sale of products, exchange differences arising up
to the date of sale, together with gains arising at the time of entering into the hedge, are deferred and included
in the measurement of the sale.

If a hedge transaction is redesignated as a hedge of another specific sale, and the original transaction is stil
expected to occur, the gains and losses that arise in the hedge prior to this redesignation are deferred and
included in the measurement of the original sale when it takes place.

Premium income received on hedging instruments is deferred and recognised in the profit and loss statement
over the period of the hedge.

Options
The consolidated entity has sold options as part of its strategy to manage exposure to foreign currency

movements. These sold options are not hedges as they do not protect against fluctuations in exchange rates.
Exchange differences are accounted for when the options are exercised.

f) Income Tax
The Company adopts the liability method of tax effect accounting.

Income tax expense is calculated on operating profit adjusted for permanent differences between taxable and
accounting income. The tax effect of timing differences which arise from items being brought to account in
different periods for income tax and accounting purposes, is carried forward in the balance sheet as a future
income benefit or a deferred tax liability.

Future income tax benefits are not brought to account unless realisation of the asset is beyond reasonable doubt.
Future income tax benefits relating to tax losses, are only brought to account when their realisation is virtually
certain.

Q) Non-current Assets
The carrying amounts of non-current assets, other than exploration and evaluation expenditure carried forward
(refer Note 10 and Note 1k) are reviewed to determine whether they are in excess of their recoverable amount
at balance date. If the carrying amount of a non-current asset exceeds the recoverable amount, the asset is
written down to the lower value. In assessing recoverable amounts the relevant cash flows have not been
discounted to their present value.

h) Acquisition of Assets
ltems of property, plant and equipment are initially recorded at cost and depreciated as outlined below.
The cost of property, plant and equipment constructed by the consolidated entity includes the cost of materials
and direct labour costs.

i) Depreciation
Depreciation is calculated on a straight-line basis so as to write off the net cost of each item of property, plant
and equipment over its expected useful life. Estimates of remaining useful lives are made on a regular basis for
all assets, with annual reassessments for major items. The depreciation rates used vary between 5% and 40%
for plant and equipment. Assets are depreciated from the dale of acquisition, or in respect of internally
constructed assets, from the time the asset is completed and held ready for use.

ANNUAL
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NOTES

to and forming part of the financial statements e fsovpcrs ST
for the year ended 30 June 2000 (continued)

m)

Leased Plant and Equipment

Leases of plant and equipment under which the Company or its controlled entity assume substantially all the risks
and benefits of ownership are classified as finance leases. Other leases are classified as operating leases.

Finance leases are capitalised. A lease asset and a lease liability equal to the present value of the minimum lease
payments are recorded at the inception of the lease. Capitalised lease assets are depreciated on a straight-line
basis over the term of the relevant lease, or where it is likely the consolidated entity will obtain ownership of the
asset, the life of the asset. Repayments of principal reduce lease liabilities. The interest components of the lease
payments are charged to the profit and loss account.

Exploration, Evaluation, Development and Production Expenditure

Exploration and Evaluation Expenditure

Exploration and evaluation costs are accumulated in respect of each separate area of interest. These costs are
carried forward where right of tenure of the tenement is current and where they are expected to be recouped
through sale or successful development and exploitation of the area of interest, or, where activities in the area of
interest have not yet reached a stage that permits reasonable assessment of the existence of economically
recoverable reserves.

When an area of interest is abandoned or the Directors decide that it is not commercial, any accumulated costs
in respect of that area are written off in the year the decision is made. Each area of interest is also reviewed
annually and accumulated costs written off to the extent that they will not be recoverable in the future.

Development and Production Expenditure

Amortisation is not charged on costs carried forward in respect of areas of interest until production commences.
When production commences, carried forward exploration, evaluation, development and production costs in
respect of the area of interest are amortised on a units of production basis over the life of the economically
recoverable reserves.

Employee Entitlements
The provision for employee entitlements to wages, salaries and annual leave represents the amount that the
consolidated entity has a present obligation to pay resulting from employee’s services provided up to the balance
date. The provisions have been calculated at nominal amounts based on current wage and salary rates and
includes related on-costs.

The liability for employee’s entitlements to long service leave represents the present value of the estimated future
cash outflows to be made by the employer resulting from employees’ services provided up to the balance date.
In determining the liability for employee entitlements, consideration has been given to future increases in wages
and salary rates, and the consolidated entity’s experience with staff departures. Related on-costs have also been
included in the liability.

The Company has granted options to certain employees under an employee share plan. Further information is
set out in Note 15 to the financial statements. Other than the costs incurred in administering the plan, which are
expensed as incurred, the plan does not result in any expense to the Company. The Company does not
contribute to any defined benefit superannuation plans.

Inventories of Mat