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TERRAMIN AUSTRALIA LIMITED ABN 67 062 576 238
AND CONTRGLLED ENTITIES

INTERIM FINANCIAL REPORT FOR THE SIX MONTHS ENDED 30 JUNE 2005

DIRECTORS' REPORTY.

Your directors subwait the financial report of the economic entity for the haif-year ended 30 June 2005

Board of Directors
The names of directors who held office during or since the end of the half-year:

D Kevin © Moriarty

Mr David A Paterson

Mr Colin G Jackson

Mr Michael H Kennedy {appointed 15 June 2005}
Mr Steven A J Bonett {appointed 15 June 2005)

Review of Operations

Terramin {‘the Company'} focuses on investment in advanced mineral projects, with early cash flow potentiat and with a
curent preference in base metals, particularly zinc, To achieve this it seeks to identify and acquire projects with cerlain
characteristics viz: identified resources or targets, proximity fo infrastructure, potential for high-grade reserves, potential to
grow resources or expand production fo larger tonnages. It will undertake greenfields exploration if the tenements are
incated near infrastructure or existing operations. The Company is aclively advancing some projects and assessing others
for acquisition. The emphasis s on projects that already have substantial work, but which, for various reasons, have not
been progressed.

Major events for the Half Year
The Company has progressed significantly in the last six months with the following points worthy of special note ©

+  Share placement to Macquarie Bank at 25 cents per share raising $1.0 million confirming a refationship that
may have vale in future financings

»  Share placement fo Sempra Melals & Concentrates Corp ("Sempra’} at 25 cents per share raising $0.5 million.

- issue of convertible notes to Sempra raising $6.5 million in funding to complete mining studies at Angas.

»  Commitment from Sempra to extend additional funding of $10 milion for Angas development subject to various
conditions

=  Signing by Sempra of a lfe of mine concenirate offtake agreement for Angas output.

. Fomation of Menninnie Metals {'MML"} to hald the Company's Gawier Craton titles

«  Share placement to Zinifex Lirnited for a 20% interest in MML raising $0.5 million

- Formation of an exploration joint venture with Zinifex over the Menninnie Dam Project (EL 2848) requiring them
0 spend up to $8 million to sarn a 0% mterest.

»  Receipt of South Australian Government PACE program funding ($83.738) to conduct certain exploration at
hoth Angas and Menninnie Dam

«  Appointment of senior executives Bob Jones { General Manager, Angas Project) and John Parker {Managing
Director, MMLY,

«  Appointment of two additional directors in Michae! Kennedy & Steven Boneft.

»  Significant advancement of the Angas Project including expansion of the zine resource and fast tracking of the
project feasiility study.

«  {ngoing exploration success at Menninnie Bam including new copper anomalies,
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TERRAMIN AUSTRALIA LIMITED ABN 67 062 576 238
AND CONTROLLED ENTITIES

DIRECTORS REPORT {cont’d)

Angas Project EL. 2839 (TZN 100%;}
Angas has been the major focus of aclivities during the reporiing period. The important funding milestones are noted
ahove. This has enabled the following work o be advanced, much of which is ongoing.

«  Drilling to improve resource definition and expand the Bmits of known mineralisation.

»  Preparation of Mining Lease Application

. Mineral processing test work including optimisation of flotation reagenis and confirmation of zine and lead
concentrate grade and characteristics.

«  Refinement of project capital costs

s Preparation of mining and rehabilitation programs

= Strathalbyn community refations activities including presentations fo key stakenolders

No new work was carried out on the company's Fleurieu exploration fiffles (EL's 3128 and 2677). PIRSA expenditure
commitments have been amalgamated with Bremer, EL 2839 expenditure. Terramin continues te hold 100% of these
titles.

A detailed updaie will be provided in the September 2005 guarterly Activities Report to be lodged with the Australian
Stock Exchange Lid {ASX') during the month of October 2005,

Menninnie Dam EL 2848 {MBML 100%)

Resource definition of the lead-zinc-siiver deposits is to be fast-tracked under a heads of agreement announced in May
2005 between Terramin and Melbourne-based Zindfex Australia Limited. The agreement will see up fo $8 million injected
by Zinifex - one of the world’s largest integrated lead and zinc companies. Under the Menninnie agreement, Zinifex must:

«  Spend a minimum §2 million on the project’s exploration and development by 31 December 2008, but with
no project entitfement,

+  Spend an additional $3 million by 31 December 2008 to sam an initial 49% equity interest in the project;
and

«  Spend an additional $3 million by 31 December 2010 to move to a 70% position in the joint venture.

Zinifex has also paid $500,000 for a 20% interest in Terramin subsidiary, Menninnie Metals Limited {MML} which now
halds title to EL 2848, Menninnie Dam and the Gawler Craton Tilles referred {o below.

A substantial air core drill program has been completed over sofl and caierete geocheamical anomalies identitied as being
highly prospective for large copper, copper gold and copper-lead-zinc deposits. Preliminary results were released fo ASX
on 27July 2005 which identified new copper, lead and zinc zones in five ddlt holes. A major program of diamond drilling
planned for later this year will follow up these results and also target extensions of known lead-2inc mineralisation that
makes up the central zone of the Menninnie Dam deposit.

A detailed update will be provided In the September 2005 quarterly Activities Report to be lodged with the ASX during the
maonth of October 2005,

Gawler Craton Titles — EL 2969 Ingomar, EL 3639 National Trig, EL2987 Phar Lap {MML. 100%}

There was no exploration expenditure on the titles during the half year. The tenements have been renewed untit mid
20086, Exploration including  surface geochemical sampling, air core drilling and gravity surveys have been scheduled for
later this year.

Business Development

Terramin is investigating & number of advanced zinc projects outside of Ausiralia with potential to meet the investiment
criteria outlined above. importantly the Company can now guickly deploy a wide range of in-house expertise. is
relationships with Macquarie Bank, Sempra and ZinHfex have the polential to achieve significant acoretive value to
shareholders.

The March and June quarterly Activities Reports lodged with ASX contain a summary of the Company’s operations over
the six month peried under review.

o



TERRAMIN AUSTRALIA LIMITED ABN 67 0682 576 238
AND CONTROLLED ENTITIES

DIRECTORS' REPORT {cont'd)

Firancial

The Company made a loss for the half year ended 30 June 2005 of $213,074 (half year to 30 June 2004 loss $241.687).
A total of $918,534 spent during the period on exploration and evaluation of the Company's tenements has been carried
forward as an asse! in the Company's Staterment of Financial Positicn.

$4,117 in previous axploration expenditure on EL 2070 Lake Eyre was written off.

Dring the period the Company raised $1,500,000 from the issue of 6,000,000 new shares at 25 cents each. In addition
another 250,000 shares were issusd pursuant fo the exercise of unlisted options at 20 cents raising % 50,000,

No dividends were paid and the directors have not recommended the payment of a dividend.

Corporate Governance

The recent appointments of Michaet Kennedy and Steven Bonett as direclors of the Company bring important legal,
commercial, metals marketing and compliance skills to the board. Board commiltees covering the following corporate
governance areas {1} Audit {2} Compliance (3) Remuneration {4} Environmental & Occupational Health and Safety {OHS)
have been established.

Other Significant Events
Subsequent to the half year end, 3,243,436 options were exercised raising $ 648,687 in share capital.

Adoption of Australian Equivalents to IFRS
This interimn financial report has been prepared under Australian equivalents to IFRS, A reconciliation of differences
bebween pravicus GAAF and Australian equivalents to IFRS has been included in Note 9 of this repod.

Auditor's Declaration
The lead auditor's independence declaration under section 3070 of the Corporafions Act 2001 is set out on page 4 for
the half-year ended 30 June 2008,

This report is signed in accordance with a resolution of the Board of Directors.

fff/@w ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

Kevin C Moriarty
Dated this 127 day of September 2005

Draector. i,
Bavid A Paterson

Dated this 12" day of September 2005




TERRAMIN AUSTRALLIA LIMITED ABN 67 062 576 238
AND CONTROLLED ENTITIES

Lead Auditor’s Independence Declaration under Section W7C of the Corporation Act 2001

To: The Directors of Terramin Australia Limited

[ declare that, to the best of my knowledge and belief, in refation o the review for the half-year
ended 30 June 2003, there have been:

(i)  no contraventions of the auditor independence requirements as set out in the
Corporations Act 2001 in relation to the review; and

(i) no contraventiens of any applicable code of professional conduct in relation to the
review.

KPMG

[%‘fim :i!}a,::wm-%f B«

P I Robertson
Partner

Adelaide

12 September 2005




TERRAMIN AUSTRALIA LIMITED ABN 67 062 576 238
AND CONTROLLED ENTITIES

CONSOLIDATED INCOME STATEMENT

FOR THE HALF-YEAR ENDED

30 JUNE 2665

Revenue

Depreciation expense

Employee benefits expense

Tenement expenditure written off
Administration expenses

Profitfl.oss) before income tax and unrealised
foreign exchange loss

tinreafized foreign currency exchange loss

fricome {ax sxpense
Profitiil.oss) for the period
Profiti{l.oss) attributable o minority equity interast

Profiti{l.oss) attributable to members of the parent
Entity

Overall Cperations:
Basic earnings per share {cents per share}

DHuted earnings per share {cents per share)

The acoompanying notes form part of these financial statements

Neote

Ecanomic Enfity

50.6.2605 30.6.2004
$ %
§7,496 107,075
(7407 {5,139)
{156,665} {20,087}
(5417} -
{279,124) (323 536)
Ghosth' Gieen
{128,339} -
{509,156} (241 ,887)
(296.082) .
{213,074 (241,687)
{0.37} (0.44)
{0.37) (0.44}




TERRAMIN AUSTRALIA LIMITED ABN 67 082 576 238
ANE CONTROLLED ENTITIES

CONSOLIDATED BALANCE SHEET

AS AT
38 JUNE 2005
Economic Entity
30.6.2005 31122004
$ %

ASSETS Note
CURRENT ASSETS
{ash and cash equivalents 8,961,424 2.400,104
Trade and other receivables 306396 ... 13848
TOTAL CURRENT ASSETS 8,267,820 2413882
NON-CURRENT ASSETS L e . e
Property, plant and equipment 517,418 45014
Exptoration & evaluation 3 3,469,775 2.465 358
Other non-current assets 28,578
TOTAL NON.CURRENT ASSETS g e s
TOTAL ASSETS T 43223589 T 4954324
CURRENT LIABILITIES
Trade and other payables 315,918 327,312
Provisions . 20a6s 1.002
TOTAL CURRENT LIABILITIES 336,023 T 328314
NON-CLRRENT LIABILITIES e .
Borrowings 4 6,631,660 -
TOTAL NON-CURRENT LIABILITIES 5,631,560 -
TOTAL LIABILITIES R T, [
NET ASSETS 6,255,906 42 H0
EQUITY
issued capital 7,540,609 5962109
Share option reserve 5 S 552 -
Retained eamingsiioss) 1,579,173 {1,366,099)
Parent entity interest 6,851,988 4,626,010
Mincrity equity interest 203,918 -

The accompanying notes form part of these financial statements

G



TERRAMIN AUSTRALIA LIMITED ABN 67 662 576 238
ANE CONTROLLED ENTITIES

CONSOLIDATED STATEMENT OF CHANGES IN EQUATY
FOR THE HALF-YEAR ENDED

30 JUNE 2005

Share Reserves Refained Minority Totat

Capital Profitsf{L.oss) interests

Ordinary

$ $ § $ $
Bzlance at 1 January 2004 5,992,108 - {911,514 - 5,510,063
Profit atiributable fo rembers of - {241 68T} - {241,687}
parent entity
Salance at 30 June 2004 AT ~(11532€}1} e eReT
Balance at 1 January 2005 5,992,108 - {1,366,099} 4,626,010
Shares issued during the pericd 1,650,000 1,550,000
Share issue costs {1,500} {1.500)
Share oplion reserve 80,552 80 552
Share issue atiributable to minority 800,000 500,000
7,540,809 90,552  {1,366,098) 500,000 6,765,062

Loss for the period {508,156} {509,156}
Profit attributabie to minority {138} 138 -
sharghaolders
Net profit on disposat {premium 286,221 {296,221} -
paid for acquisition} of minority
interest in subsidiany
Attribuiable loss for the period {213,674} {286,082 {509,156}
Balance at 36 June 2005 7,540,808 80,552 (1,878,173) 203918 6,255,906

This is the first reporting period in which there is a minority equity interest due o the acquisition by Zinifex Limited of
20% of the issued capital in Menninnie Metals Limited as referred o in the Directors’ report.

The aceompanying notes form part of these financial statemenis.,



TERRAMIN AUSTRALIA LIMITED ABN 67 662 576 238
AND CONTROLLED ENTITIES

CONSOLIDATED CASH FLOW STATEMENT
FOR THE HALF-YEAR ENDED
30 JUNE 2008

w
#

Economic Entity

30.6.2005 33.8.2004
$ $
CASH FLOWS FROM OPERATING
ACTWVITIES
Payments to suppliers and employees {233,416} {292.512)
interest received ) 47 472 _ 64
Net cash provided by {used in) eperating activities {185,844y gy "

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of non-current assets {492,944} {58,812}
Exploration expenditure payments {1,308,792} {760,274}
Net oash provided by (used in) investing activilies R R T R

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of shares 2,050,000 -
Procaeds from borrowings 6,560,800 -
Net cash provided by (used in} financing activities T R
Net increase in cash held 6,561,320 {1,018,234)
Cash at 1 January 2005 2,400,104 4 361,136
Cash at 30 June 2005 8,961,424 3,341,802

The accompanying notes form part of these financial statements.
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TERRAMIN AUSTRALIA LIMITED ABN 67 062 576 238
AND CONTROLLED ENTITIES

NOTES TQO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED
30 JUNE 20605

Note 1: Basis of Preparation

The half-year consolidated financial statements are a general purpose financial report prepared in

accordance with the requirements of the Corporations Act 2001, Australian Accounting Standard AASB 134! Interim
Financial Reporting, Urgent lssues Grodp Interpretations and other authoriative pronouncements of the Australian
Accounting Standards Board. i has been preparad on the basis of historicat costs and except where stated, doas not
take into account changing money values or falr values of assels. These accounting policies have heen consistently
applied by the Company and are consistent with those of the previous reporiing period.

i is recommaended that this financial report be read in conjunction with the annual financial report for the year ended 31
Becember 2004 and any public announcements made by Terramin Australia Limited and its controlled entities during the
half-year in accordance with continuous disclosure requirements arising under the Corporations Act 2001,

As this is the first interim financial report prepared under Australian eguivalents to IFRS, the accounting policies applied
are inconsistent with those appfied in the 31 December 2004 annual report as this repart was presented under previous
Australian GAAP. Accordingly, 2 summary of the significant accounting poficies under Australian equivalents to IFRS has
heen included below. A reconciliation of equity and profit and loss between previous GAAP and Australian equivalents to
IFRS tas been prepared per Nofe 9.

The half-year report does not include full disclosures of the type normally included in an annua! financial report.

Accounting Policies

{a} Princigles of Consolidation
A controlled entity is any entity Terramin Ausiralia Limited has the power to controf the financial and operating
policies of, 50 a8 to obtain benefits from its activities.

Al controlled entities have a December financial year-end.

All inter-company balances and transactions between entities in the economic entily, including any unrealised
profits or losses, have been eliminated on consalidation. Accounting policies of subsidiaries have been
changed where necessary i snsure consistencies with those policies applied by the parent entity.

Where controlled entities have entered the economic entity during the year, their operating resulis have been
included from the date control was oblained.

Minority equity interests in the equity and results of the entitles that are controlled are shown as a separste
itern in the consolidated financiat repori,

{b} Income Tax
The charge for cument income fax expenses is based on the profit for the year adjusted for any non-assessable
o disaliowed Hems. 1t is calculated using tax rates that have been enacted or are substantively ¢nacted by the
halance sheet date.

Deferred tax is accounted for using the balance sheet hiability method in respect of temparary differences arising
hetwaen the tax bases of assels and liabiliies and their carrying amounts in the financial statements. No
deferred income tax will be recognised from the initial recognition of an asset or liability, excluding a businass
combination, where there is no effect on accounting or faxable profit orloss.

Deferred tax is calculaled at the tax rates that are expected to apply o the period when the asset is realised or
Hability is settied. Defarred tax is credited in the income statement except where it relates to itams that may be
credited directly to equity, in which case the deferred tax Is adjusted directly against equity.

Deferred income fax assets are recogrised 1o the extent that it is probable that future tax profits will be
available against which deductible temporary differences can te utilised.

The amaount of benefits brought fo account or which may be realised in the future is based on the assumption
that no adverse change will oceur in income taxation legislation and the anticipation that the economic entity will
derive sufficient future assessable income fo enable the benefit to be realised and comply with the conditions of
geductibility imposed by the law.

Terramin Australia Limited is not part of an income tax consolidated group under the Tax Consdclidation Regime.

G




TERRAMIN AUSTRALLIA LIMITED ABN 67 062 576 238
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED
30 JUNE 2005

Note 1: Basis of Preparation {cont'd)

{e}

{d)

(e)

Property, Piant and Equipment
Each class of property, plant and equipment is carmed al cost less where applicable, any accumudated
depreciation and impairment losses,

Property
Freehold land and bulldings are shown at historical cost.

Plant and gquipment
Plant and equipment are measured on the cost basis less depreciation and impairment losses.

The camrying amount of plant and equipment is reviewed annually by directors to ensure it fs not in excess of the
recoverable amount from these assets. The recaverable amount Is assessed on the basis of the expected net
cash fiows that will be received from the assels employment and subsequent disposal. The expected net cash
fiows have been discounted 1o their present values in determining recoverable amounts.

Depreciation

The depreciable amount of ail fixed assets including buliding and capitalised lease assets, but exchiding freehold
land, is depreciated over their usefu tives to the economic entity commencing from the time the assel is held
ready for use.

The depreciation rates used for each dass of depreciable assefs are:

Class of Fixed Asset Depreciation
Rate
Computers & office equipment 15-40%
Plant and equipment 5-33%
Motar vehitles 22.5%

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each balance
sheet date.

An assel's carrying amount is written down immediately to its recoverable amount i the assel's carrying
amount is greater than its estimated recoverable amount.

Expioration ang Evaluation Expenditure

Expicration & evaluation expenditure incurred is accumulated in respect of each identifiable area of interest.
These costs are only carried forward to the extent that they are expecled to be recouped throuoh the successful
davelopment of the area or where activities in the area have not yet reached a stage that permits reasonable
assessment of the existence of economically recoverable reserves,

Accumudated costs in relation to an abandoned area are written off in full against profil in the year in which the
decision to abandon the area is made,

When production commenaes, the accumulated costs for the relevant area of interest are amortised over the life
of the area according fo the rate of depletion of the economically recoverable reserves.

A reguiar review is underiaken of each area of interest to determing the appropriateness of continuing
ter carry forwerd costs in relation to that area of interest,

impairment of Assets

At each reporiing date, the group reviews the carrying values of its assets to determine whether there is any
indication that those assets have been impaired. If such an indication exists, the recoverable amount of the asset,
being the higher of the asset's fair value less costs to sefl and value inuse, is compared to the assel's carrying
value. Any axcess of the asset's carrying value over it recoverable amount is expensed o the income statement.

Where it is not possible to estimate the recoverable amount of an individual asset, the group estimates
the recoverable amount of the cash-ganerating unit 1o which the asset belongs.




TERRAMIN AUSTRALIA LIMITED ABN 67 062 576 238
AND CONTROLLED ENTITIES

NOTES TO THE EINANCIAL STATEMENTS
FOR YTHE HALF-YEAR ENDED
30 JUNE 2005

Noie 1: Basis of Preparation {(cont'd}

0

()

(h)

0]

{4

{&)

"

{m)

{n)

Empioyee Benefits

Provision is made for the company's fizbility for employee benefils arising from services rendered by employees
to balance date. Employee henefits that are expecied to be setded within one year have been measured al the
amounts expected to be paid when the liability Is selled, plus related on costs. Employee benefits payable later
than one year have been measured at the present value of the estimated Tuture cash outflows 1o be made for
those benefits.

Share-based payments

Share-based compensation benefits are provided to employees and directors. The fair value al grant date is
independently determined using a Black-Scholes option pricing model that takes into account the exercise price,
the term of the option, the vesting and performance criferfa, the impact of dilution, The non-tradable pature of
the option, the share price at grant date and expected price volafility of the underlying share, the expected
dividend yield and the risk-free interest rate for the term of the option.

tipon the exercise of options, the balance of the share-based payments reserve relating to those options is
transterred to share capital,

Provisions
Provisions are recognised when the group has a legal or consiructive obligation, as a result of past events, for
which it is probable that an autflow of economic benefits will results and that outflow can be reliably measured.

Cash and Cash Equivalents
Cash and cash equivalents inciudes cash on hand, deposits held af call with banks, other short-term highly
fquid investments with original maturities of three months or less.

Revenue

Interest revenue is recognised on a proportional basis faking into account the interest rates
applicable to the fnancial assets.

Revenue from the renderng of a service is recognised upon the delivery of the service to the
cuslomers,

All revenue is stated net of the amount of goods and services tax ((GSTL

Goods and Services Tax (GS5T}

Revenues, expenses and assels are recognised net of the amount of GBT. Receivables and payables inthe
batance sheet are shown inclusive of GST,

Cash flows are presented in the cash flow statement on a gross basis, except for the GET component

of investing and financing activities, which are disclosed as operating cash flows.

Comparative Figures
Whenr required by Accounting Standards, comparative figures have been adjusted to conform 1o changes in
presentation for the current inancial year,

Earnings Per Share

Basic earnings per share

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the company,
exchading any costs of servicing equity other than ordinary shares, by the weighted average number of ordinary
shares oulstanding during the haif-year.

Difuted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic eamings per share {0 take into
account the afier tax income tax effect of interest and other financing costs associaled with dilutive potential
ordinary shares and the weighted average number of shares assumed fo have been Issued for no consideration
in relation {o gilutive potential ordinary shares.

Foreign Currency Translation

Forsign currency transactions are transtated into Ausfralian dollars using the exchange rates prevalling at the
dates of the transactions. Foreign exchange gains and osses resulting from the sefilement of such transactions
and from the transiation at half year end exchange rates of monefary assets and liabilities denominated in
foreign currencies are recognised in the income statement,

Borrowing Costs
Borrawing costs are recognised as a non-current asset and are amortised over the lesser of the period of the
borrowings or 6 years.

B2



TERRARMIN AUSTRALIA LIMITED ABN 67 062 576 238
AND CONTROLLED ENTITIES

NOTES TG THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED
36 JUNE 2005

Note 2: Administration Expenses — Significant ltems
Significant items included in administration expenses for the half year are:

Accounting and secretarial fees $24.481
Audit fee accrual $12,500
Consulting fees $26,66%
Printing and stationery $16,311
Options issued $90,552
Rent and office services 520,684

Note 3: Exploration & Evaluation

Haif year to Half yearto
30 June 2605 30 June 2004
$ &
Halance at the beginning of the period 2,485 3158 T7T1.876
Expenditure for the half year 918,534 1.010.936
Less, amourts written off {5,117} -
Balance at the end of the period 3,408,775 1, 782812

AASB 6 Exploration for and Evaluation of Mineral Resources is the Australian equivalent of IFRS 6. These standards
apply from 1 January 2005 and 1 January 20086 respectively, and aliow entities to continue with their existing policy for
exploration and evaluation expendiiure as applied in their most recent financial report, The exploration & evaluation
assets are treated as intangible.

Note 4: Convertible Notes

Sempra Metals has subscribed for US$5,050.000 (A$6.5 million) five year unfisted convertible redesmable notes in
Terramin, with the procesds being used fo finance scheduled capital expenditures untll the commencement of mining. The
foreign currency amounts have beern transhated to Austrafian dollar equivalents using the spot currency rate at 30 June
2005, which has given fise to an unrealised foreign currency exchange loss of $128,338 for the half year. Interestis
payable quarterly based on the London Interbank Offered Rate (Libor) plus a margin of 300 basis points, the total rate for
the current interest period being 6.4394%. The interest and capital is payable in either cash or shares at the discretion of
the Company.

Note 5: Options issued

Buring the period 430,000 options {exerciaable at $0.52 before 16 June 2010) were issued to employees ant 550,000
options {exercisable at $0.52 before 16 June 2008} were issued to directors and the folal thereof expensed at $80.552
{refer note 2) being the fair value of the options at grant date as determined by the Black-Scholes option pricing madel
{refer to note 1(f). In addition, 4,000,000 options were issued to non-employees or directors.

Nate 8: Deferred ncome Tax Asset

The company has potential fulure income fax benefits of $398,884 calculated at 30% atiribulable to tax losses and timing
differences carried forward. They have not baen brought to account because the directors do not belleve if is appropriale
to record the realisation of the deferred tax asset as probable {refer note 1b). The benefits of these tax [osses will unly be
obtained i

a) the Campany derives future assessable income of a nature and of an amaunt sufficient to enable the benefits to
he realised;

b} the Comparny can comply with the conditions for deductibility imposed by tax legiskation, and

c} na changes in the income tax legislation adversely affect the Company in realising the benefif from the

deduction of the loss.




TERRAMIN AUSTRALIA LIMITED ABN 67 662 576 238
AND CONTROLLED ENTITIES

NOTES YO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED
30 JUNE 2008

Note 7: Commiiments & Contingencies
There are no material confractual commitmants or contingent liabilities at the reporting date.

As at the date of this report, the Company is not involved in any ltigation, other than the following.

On 18 September 2003 Terramin filed a claim for payment of $335, 375 against WRF Securities Limited {WRF'} in the
District Court of South Australia. The claim arises from a former joint verture agreement with AXG Mining Limited {'AXG)
{a subsidiary of WRF) and WIRF dated 25 March 2002. The joint venture agreement required that AXG incur minirmum
expenditure of $425, 000 on exploration. WRF guaranteed the payment to Terramin of amounts dus by AXG under the
joint veniure agreement. In the proceedings Terramin states that AXG did not incur the minimum exploration expenditure
i was required to incur, and accordingly, WRF is Hable for the amount of unpaid balance.

On April § 2004, Terramin made separate claim against AXG in the District Court of South Australia seeking payment
which totalled $1.71 million. In addition to the exploration expenditure shortfall Terramin seeks resolution of lnsses related
to potential joint venture exploration opportunities and various costs. The actions against WRF and AXG were
successiully merged inte a single daim on 22 June 2004,

The company will continue 1o seek a favaurable outcome in refation fo this litigation.

Note 8: Evenis subsequent o Reporting Date
Subsequent to the half year end, 3,243,436 options were exgrcised ralsing 3648,687 in share capital.




TERRAMIN AUSTRALIA LIMITED ABN 67 062 576 238

AND CONTROLLED ENYTITIES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE HALF-YEAR ENDED

Note 9: First-time Adoption of Australian Equivalents
To Internationai Financial Reporting Standards

Reconcitiation of Equity at 1 January 20604

ASSETS
CURRENT ASSETS
Cash and cash equivalents

Trade and othar receivables
TOTAL CURRENT ASSETS

NON-CURRENT ASSETS

Property, plant and equipment
Exploration & evaluation
TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Trade and other payables

TOTAL CURRENT LIABILITIES
TOTAL LIABILITES

NET ASSETS

EQUITY
lssued capial

Retained earnings
Parent interest
Minority equity interest
TOTAL EQUITY

36 JUNE 2005

Economic Entity

Pravious Adpustments on Australian
GAAP introduction of equivatents to
Af1.1.2004 Australian RS at 1.1.2004
equivalenis to IFRS
% § $
4,361,136 4,361,136
AR PR
2,788 2,798
LTSI 7976
554 g
EESE E g
70,108 70,108
5,080,554 5,080,584
5,892,108 5,992,108
{811,515) {811,515}
£,080,504 5,080,584
R OBBEGE T T E A e



TERRAMIN AUSTRALIA LIMITED ABN 67 062 576 238
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED

30 JUNE 2005
Economic Entity
Previous Adjustments on Austratian
GAAP nfroduction of equivalents to
At 30.6.2004 Australian IFRE at 30.6.2004
equivalents fo IFRS
Kote 9: First-tima Adoption of Australian Equivaients $ $ %

to international Financial Reporting Standards {(cont'd)

Reconciliation of Eqguity a2t 30 June 2004

ASSETS
CURRENT ASSETS
Cash and cash ecuivalents 3,341,802 3,341,802
Trade and other receivables B 5 SO LA
TOTAL GURRENT ASSETS emaer L e
NON-CURRENT ASSETS
Property, plant ang equipment 54 280 54,280
Exploration & evaluation 1,782,912 1,782,912
18371 1,837,182
TOTAL NON-CURRENT ASSETS vz 83
TOTAL ASSETS 5,258,203 5,258,283
CURRENT LIABILITIES
Trade and other payables 419,386 419,386
TOTAL CURRENT LIABILITIES 419,386 418.386
TOTAL LIABILITIES 419,386 419,386
NET ASSETS 4,838,907 4,838,807
EQUITY
lssued capital 50892108 5,992,108
Retained earmings (1,183,202} {1.153.202)
Parent interest 4,838,907 4 838,907
Minority equity interest - -
TOTAL EQUITY 4,838,907 4,838,907
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TERRAMIN AUSTRALIA LIMITED ABN 87 062 576 238
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE HALF-YEAR ENDED
30 JUNE 2665

Economic Entity

Adiustments

Pravious on infroduction Aus_trai;ant
GAAR of Australian equivaients
equivalentsto O TRS
at 31.12.2004 IERS at 31.12.2004
§ § %

Note 9: First-time Adoption of Australian Equivalents to International
Financial Reporting Standards (cont'd)
Reconciliation of Equity at 31 December 2004
ASSETS
CURRENT ASSETS
Cash and cash aquivalents 2400104 2,400,104
Trade and other receivables 13,848 13,848
TOTAL CURRENT ASSETS 2413852 24138562
NON CURRENT ASSETS
Property, plant and equipment 45,014 45 014
Exploration & evaiuation 2,495,355 o 2,495 358
TOTAL NON-CURRENT ASSETS 2,540,372 2540372
TOTAL ASSETS 4,954‘324 4,954‘324
CURRENT LIABILITIES
Trade and other payables 327.312 327,312
Short-term provisions 1,602 1,002
TOTAL CURRENT LIABILITIES 328314 328,314
TOTAL LJABILITIES 328,314 328,314
NET ASSETS 4626010 4,626,010
EQUITY
issued capitat 5,982,108 5,892,108
Retained earnings {1,366,099) {1.366.099)
Parent interest 4626010 4 626,010
Minority equity interast - _
TOTAL EQUITY 4626010 4 626,010
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TERRAMIN AUSTRALIA LIMITED ABN 67 862 576 238
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENYS
FOR THE HALF-YEAR ENDED
30 JUKNE 2005

Economic Entity

Previous Effect of Australian

GAAP transiton to equivatents o

AL 31122004 Australian FRS

equivalents to IFRS AL 31.12.2004
§ b 3

Note 9; First-time Adoption of Australian Eguivalents
to International Financial Reporting Standards {cont'd)
Reconciliation of Profit or Loss for the half year 30 June 2864
Revene 107,075 1075
Emplovee henefils expense {20,087} {20,087
Depretiation expense {5,139} {5,133
Cther expenses {323,536} o {323,536)
Profitfloss) before income tax {241 687} {241,687)
tnceme fax expense - o -
ProfitiiLoss) for the year {241,687y (241,687}
Profitifl.oss) atiributable 1o minority equity interest w -
ProfitiLoss) attributable to members of the parent entity (zdreeny ) T eatesTy
Reconciliation of Profit or Loss for the full year to 31 December 2004
Revenus 179,911 179,911
Employes benefils expense {36,397} {36.367)
Depraciation expense {11,147} {11,147}
Other expenseas {586 951} (586,951}
Profits/{Loss) before income tax (454.584) (454,584
income tax expense - -
Profit{Loss) for the year {454 584} {454,584}
Profit attributable to minority aquity interest - ' o
ProfitLoss) attributable fo members of the parent entity (54T e (asdg6a

&
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TERRAMIN AUSTRALIA LIMITED ABN 67 862 578 238
AND CONTROLLED ENTITIES

DRECTORS DECLARAYION

The directors of the company deciare thak
1. The financial statements and noles, as set out on pages S to 17;

{a} comply with Accounting Standard AASE 134: Interim Financial Reporting and the
Corporations Requlations; and

{b} give & true and fair view of the economic entity's financial position as at 30 June 2005 and of its
performance for the half-year ended on that date.

2. in the directors’ opinton there are reasonable grounds to believe that the company will be able {o pay s debts
as and when they become due and payable.

This declaration is made in accordance with a resolution of the Beard of Directors.

DIrectorn. e LD S

[T 0sY0k (o SOOI O ol v POTPRTI. AP

[}aw{jAPaterggn

Dated this 12" day of September 2008
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Independent review report te the members of
Terraniin Australia Limited

Scope
The financiad report and directors’ responsibility

The financial report comprises the consohidated interim statements of income, balance sheet,
statement of recognised income and expense, cash flows, accompanying notes to the financial
statements, and the directors” declaration for Terramin Australia Limited (“the Consolidated
Entity™), for the half-year ended 30 June 2005. The Consolidated Entity comprises Terramin
Australia Limited {“the Company™) and the enfities it controlled during that half year.

The directors of the Company are responsible for the preparation and true and fair presentation
of the financial report in accordance with the Corporations Act 2001, This includes
responsibitity for the maintenance of adequate accounting records and internal controls that are
designed to prevent and detect fraud and error, and for the accounting polictes and accounting
estimates inherent in the financial report, The directors are also responsibie for preparing the
relevant reconciling information regarding adjustments required under the Australian
Accounting Standard AASB 1 “First-Time Adoption of Australian equivalents to International
Financial Reporting Standards”.

Review approach

We conducted an independent review in order for the Compuny to lodge the financial report with
the Australian Securities and Investments Commission. Our review was conducted in
accordance with Australian Auditing Standards apphicable to review engagements,

We performed procedures in order to state whether on the basis of the procedures described
anything has come to our attention that would indicate the financial report does not present
fairly, in accordance with the Corporations Act 2001, Australian Accounting Standard AASB
134 “Interim Financial Reporting” and other mandatory financial reporting requirenients in
Australia, a view which is consistent with our understanding of the Consolidated Entity’s
financial position, and of its performance as represented by the results of its operations and cash
flows,

We formed our statement on the basis of the review procedures performed, which were limited
primarily fo:

« enguiries of company personnel; and

« analytical procedures applied 1o the financial data.

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

The procedures do not provide all the evidence that would be required in an audit, thus the level
of assurance is less than given in an audit. We have not performed an audit and, accordingly, we

do not express an audit opinion.

A review cannot guarantee that all material misstatements have been detected.

19

EHE



Statement

Based on our review, which is not an audit, we have not become aware of any matter that makes
us believe the interim financial veport of Terramin Australia Limited is not in accordance with:

{a}  the Corporations Act 2081, including:

{1} giving a true and fair view of the Consolidated Entity’s financial position as at
30 June 2005 and of its performance for the hulf-year ended on that date; and

(i} complying with Australian Accounting Standard AASB 134 “Interim Financial
Reporting” and the Corporations Regulations 2001; and

(b}  other mandatory financial reporting requirements in Australia,

Fiiee,

KPM{;

AT

Pater Robertson
Partner

Adelaide

12 September 20035
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