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4 Amerod Resources Lid

Level 5, Grafton Bond Building
T4 201 Kent Street, Sydney,
NSW, Australia 2000

Chairman’s Letter

Dear Sharcholder

Following the approval of sharcholders on 18 February 2005 at the compuny’s Extraordinary General Mecting, the
company has achieved many significant milestones during the financial year. Fhe year has seen the company:

*  Undertake and complete a recapitalisation process, incorporating a 1 for 20 share consolidation with a $3.5
million capital raising.
s  Change Lhe nature of its business activities fo o company that is focused on crcating a diversified resouree
group. Amerod’s assets now include:
o Mincral Exploration Asscts: A numbcr of nickel sulphide exploration projects located in Western
Australia.
o Coal Technology Assets: An option to acquire a world leading patentied coal technology.
»  Successfully raise an additional $500,000 at a price of ALS0.25 per sharc under a Prospectus dated 26 July
2005. This offer closed carly and was fully subscribed by clients of Cameron Stockbrokers Limited.

Initial steps in evaluating the mineral exploration assels have commenced, with further investigations and work 1 be
undertaken in the coming months.

As annownced fo the market on 8 June 2005, Amcrod has signed a six month converling note agreement with While
Energy Yechnology to acquire White's world leading patented coal technaelogy. The technology is owned through two of
its subsidiaries, Binderless Conl Brigquetting Company Pty Lid and Coking BCB Pty Ltd. The technology processes
relatively poor guality coal inlo higher quality, more environmentally (riendly conl with resultant significant cost
benclits both at the transportation and processing levels, In the ansouncement, Amered noted that commercial
negotiations had commenced with parties 10 exploit this technology in China, USA, Indonesia and South Africa. Over
the coming wmonths, Amerod witt be evaluating and continuing to conduct due didigence on the White Energy
technology. Once this process is complete we hope to be in a position o present this transaction to shareholders for their
approval prior to the end of the calendar year,

The Board would like to thank the sharcholders, both ofd and new sharcholders who have joined in the recent capital
raisings, for providing Amerod with the opporiunity (o undertake these new and exciting projects.

Yours faithfully

23 September 2005



AMEROD RESOURCES LIMITED

ABN €2 071 627 083

Directors’ report

The dircctors present their report on the consoliduted entity, consisting of Amerod Resources Limited (“the Company” or
“Amerod™} and the cniitics it controlicd at the end of, or during, the ye¢ar ended 30 June 2005.

Directors

The following persons were direciors of the Company during the whole of the Tinancial year and up to the date of this report:
LV. McGuigan
J.C. Akinson
[T, Khan

Principal Activities

During the year the principal continuing activities of the consolidated entity consisted of a considerstion of how best w0
restructure the company and a review of alternative opportunitics. [uring the year, the Board proposed to sharcholders to
acquire 2 mining exploration company, Amerod Exploration Limited (formerly Amerod Resources Limited). This was
approved by sharcholders on 18 February 2005,

Dividends

No amounis have been paid or declared by way of dividend during the current financial vear (2004 : Nil).

Review of Operations

The conselidated enfity’s loss from ovdinary activitics was $488,799 (2004: loss $412,024). Comments on the operations
and the resulis of those operations are set oul below:

2)  Revenue comprises $56,285 interest earncd on the consolidaled entity’s cash deposits and other income of $3,049;

b}  In February 2005, sharcholders approved the consolidation of shares (1 for 20) reducing the number of shares on issue
from 137,186,243 10 6,859,477

¢y In March 2005 the Company raiscd $3,500,000 of funds through a placement under Prospectus dated 4 Febraary 2005;

4} In March 2005 the Company acquired the company Amerad Exploration Limited (formerly Amerod Resources
Limited) lor the issue of 7,000,000 ordinary shares at $0.20, 7,000,004 options exercisable at $0.25 expiring 30
November 2008 and 6,000,000 options exercisable ol 30.40 expiring 30 November 2008;

¢} In March 2005, the company issucd 3,830,000 ordinury shares turther to spproval of sharcholders under the
Extraordinary General Meeting ot 18 February 2005;

f3 I March 2005, the Company raised $164,800 of tunds theough s placement under Listing Rule 7.1;

g} On L8 February 2005 the Company changed its name from Spike Networks Limited to Amerod Resources Limited;

hy  On 8 June 2008, the Company purchased a converlible note for $250,000 with While Energy Technology with an
aplion io purchase their palented coal processing technology.

Earnings per share _ 2008 2004
Cents cents
Basic and diluted camings per share : (3.0 (0.4)

Diluted earnings per share represents the impact on sharcholder carmings if all options that had been on issue were instead
converled into ordinary sharcs,
Significant Changes in the State of Affairs

During the year, the Company changed the nature of its activitics to a company involved in the resources industry to build a
broad based resource house with an inftind project in nickel exploration and a significant change in the scale of those
selivities.

Changes 10 the contributed equity of the Company {rom $53,638,330 10 $59,663,559 has resuited from:



AMEROD RESOURCES LIMITED
ABN 62 071 527 083

Directors’ report (continued) -

Number of  Number of

Date Detuils Notes shares . options 3
1 July 2003  Opening balance 93,707,983 53,638,330
2 Feb 2004  lIssue of shares at $0.023 per share 43,478,260 1,000,000
54,638,330
Less: Transaction costs arising on share issues (65,000}
30 June 2004 Balanee 137,186,243 54,573,330
18 Feb 2005 Consolidation of shares 1 for 20 (130,326,766) -
B Mar 2005  Issuc of shares at $0.20 per share ‘ () 17,500,000 3,500,000
B Mar 2005  Issue of shares at nil consideration (b} 3,830,000
B Mar 2005 Issuc of shares at $0.20 per share (c) 7,000,000 1,400,000
B Mar 2005 Issue of 25 cent options expiring 30 Nov 2008 () 7.000,000 269,167
B Mar 2005  Issue of 30 cent options expiring 30 Nov 2008 (€} 6,000,000 262,650
R Mar 2005 Issuc of shares at $0.20 per share (d} £24,000 164,800
60,169,947
Less: Transaction costs arising on share issues (504,388)
30 June 2005 Balance : 36,013,477 59,663,559

{8) On & March 2005 the company ruised $3,500,000 of funds through a placement of 17,500,000 ordinary shares
as approved by sharcholders ai the Extraordinary Genersl Meeting in 18 February 2005,

(b) On 8 Muarch 2005 the company allotted Taurus Advisory Croup PPL for nil consideration 3,830,000 ordinary
shares as approved by sharcholders at the Extraordinary General Mecling in 18 February 20085,

{¢) On 8 March 2005 the company purchased Amerod Explorations Limited (formerly Amerod Resowrces
Limited) through a placement of 7,000,000 vrdinary shares, 7,000,000 vptions excrcisable at 30.25 cxpiring 30
November 2008 and 6,000,000 performance options exercisable at $0.40 expiring 30 November 2008 as
approved by sharcholders at the Extraordinavy Generad Meeting in 18 February 2005.

{d) Parsoant to Listing Rule 7.1, the company raiscd $164,800 of funds through a placement of 824,000 ordinary
shares.

Except for the matters discussed above, there were no significant changes in the staic of affairs of the consolidated entity
during the financial year,

Matters Subsequent to the End of the Financial Year

Except for the mallers discussed below, no matiers or circumstances have arisen since 30 June 2005 that significantly
aflected, or may significantly affect:

(a) the consolidated entity’s operations in future financial years, or
(bY  the results of those operations in future financial years, or
() the consolidated entity’s state of afTairs in future financial years,

On 2 August 2005, the Company caised $500,000 through the issue of 2,000,000 shares at $0.25 under Prospectus dated 26
July 2005 for additional working capital purposes.

Likely Developinents und Expected Results of Operations

The Board is currently reviewing investment options and opportunitics regarding the future of Amerod and will revert to
sharchotders in this regard af an appropriate time such as the White Encrgy Technology proposal.

Amerod will continge 10 undertake work on its exploration projects as outlined in its prospectus daied 4 February 2005 and
examine other projects as they arise.



AMEROD RESOURCES LIMITED

ABN 62 071 627 083

Directors’ report (continued)

Information on Directors

JV McGuigan LL.B, B.Ec., FCPA — Non-Executive Chairman

Mr McGuigan was appointed as s director on 11 September 1998 and as Executive Choirman on 7 March 2000, Mr
McGuigan stood down as exceulive chairman on 30 June 2001, Mr McGuigan has both an accounting and legal background.
He has been on the boards of a number of public and privaic companies and has maintained an active involvement in
charitable and civic organisations. Mr McGuigan retired as a partner of Baker & McKenzie in June 1998 1o co-found
Hunter Bay Partners with Mr Atkinson.  Mr MeGuigan is a2 member of the awdit commiftee and the
remuneration/nomination commitiee,

Other current direetovships ; Victor Chang Cardiae Rescarch Institute |imitcd

Farmer divectorships in fast 3 years : Hunter Bay Innovation Limited

JC Atkinson B.Juris., LL.B — Executive Director

Prior to joining the Company Mr Atkinson was a solicitor and partner with Boker & McKenzic in Hong Kong, where he
practised principally as a mergers and acquisitions lawyer, He resigned as a partner of Baker & McKenzic in June 1998 to
co~found Hunter Bay Partners with Mr McCiuigan. Mr Atkinson became a director of the Company on 15 February 1999
and is a member of the sudit commiltee and the remuneraiion/nomination commitiee. On 1 Januvary 2003, Mr Atkinson was
appointed an executive director.

(Other current directorships :
Former directorships in last 3 years :

IT Khun B.A. (Hons) — Nou-Executive Director

Co-founder of techpacitic. Former managing director of Nomura, based in Hong Kong, and responsible for regional (non-
Japan Asian) investment banking and fixed income business. Mr Khan has over 16 years” corporate finance and investment
banking experience with financial institations such as Citicorp, UBS and Schroders. In addition to techpacific, Mr. Khan is
also managing director of Crosby Asia Holdings, 2 regional Asian invesunent banking firm, and a board member of Entone,
1 Hong Kong and US-based broadband services company.

Other current directorships :

Former directorships in last 3 years :

infermation on Company Secretary

The Company Sceretary is David Pranks Blie, CA, CFP, JP. Mr Franks was appointed on 3 February 2005 and is principa)
of Franks and Associates Pty Ltd (Charered Accountants).  He is currently company secretary of the following public
companies: Microview Limited, Real Brands Limited, Amerod Resources Limited, Etick Limited, Solar Saitor Holdings
Limited, Redman Mining Limited, Van Eyk.Com Limited, Van Eyk Rescarch Limited and Stem Cells Technologics
Limited.

Particulars of Directors® Interests in Shares and Options

Details of the directors” interests in shares and options of the Company as at the dute of this report are as follows;

Director Ordinary shares  Options (1) Options (2)

1V McGuigan 1,330,623 %),500 -

1C Atkinson 1,294,973 70,500 -

I'T Khan (3) - - -

Hunter Bay Partners Pty Lid (4) - - 6,000,000

1)) Stondard options: $0.25 exercise price, expiring 30 November 2008.

) 6,000,000 performance options: $0.40 excrcise price, expiring 3¢ November 2008 held by Hunter Bay Partners of
which John Atkinson and John McCuigan are principals.

3 Mr IT Khan is a director and minority shareholder in Techpacific.Com Dighal Limited which holds §23,528
Shares. :

(C)) Messrs MeGuigan and Alkinson are principals of Funier Bay Partners Pty Limited.

4




AMEROD RESOURCES LIMITED

ABN 62 071 627 083

Directors’ report (continued)

Meetings of Directors

The numbers of meetings of the Company s Board of directors and of each Board committee held during the year ended 30
June 2({}5 and the number of meetings atlended by each director were:

Meetings of Audit & Finance

Meetings of Directors Committee
Non-execufive directors Held * Attended Held * Attended
IV MeGoigan 13 13 N/A N/A
IT Khan 13 13 # #
Executive director . .
JC Atkinson 13 13 N{A N/A

* reflects the numbers of meetings held while a director held office or was a member of the commitice
# not a member of the Audit & Finance committce

W/A Given the significant involvement by the Board in the operations of the business during the year and in the restructuring
thal has ocecurred, it wis not decmed necessary that the sudit and fimance committee meet during the financial year as ali
matters normally dealt with by the audit and finance committee were dealt with directly by the Board.

Retirement, Election and Continuation in Office of Directors

[t is the Board’s palicy to consider the appointment and retirement of non-executive directors on a case-by-case basis. In
doing so, the Noard must take inlo account the requirements of the Australion Stock Exchange Listing Rules and the
Corporations Act 2001,

In aceordance with the Company's constitution Mr N McGaigan will retire al the Company’s forthcoming annual general
mecting and offer hinmself for re-election.

Currently, all directors are required to be re-clected at least every three years, at least onc-third of (he directors must retire at
cach annual general mecting.

Remuneration report

The remuncration reporl is set out under the {ollowing main headings:
A. Principles used to deteemine the natore and amount of remuneration
B. Details of remuneration
C. Service agreements

D. Share based compensaiion - oplions

A. Principles used to determine the nature and emount of remunerafion

Remuneration of exceutive dircetors und pther scrior executives and the remuneration pelicies of the Company generally are
determincd by the Board. Exccutive remuneration is reviewed annually by the Board, having regard to individual
petformance and comparative market raies. 1n addition 1o base salary, remuneration packages include superannuation and
fringe benefits. Executives are also cligible to participate in the Company’s Employce Option Plan {details arc set out in
Nolc 16). Remuncration and other ierms of employment are fonmalised in service agrecments. In relation to Mr Atkinson,
executive director, the remuncration and other terms of employment for the Exceutive Director have not yet been formalised
in u service agreement, however have been agreed by the Board of Directors. The Board of Directors will revisit the
remuneration and other terms of employment when significam developments within the Company occur.



AMEROD RESOURCES LIMITED
ABN 62 071 627 083 :

Directors’ report (continued)

Remuneration of non-cxeculive dircetors is determined by (he Board within the maximum approved by ihe sharcholders
from time 10 time. Non-cxeculive directors are also eligible (o participate in the Company’s Employce Option Plan.
Effective | April, 2002 the directors resolved to suspend payment of all directors® fees.

B. Details of remuneration

Details of the nature and amount of cach element of the emoluments of cach dircctor of the Company and each of the
officers of the Company and ihe consolidaied entity receiving the highest cmoluments are sct out in the following Lable:

Neon-executive directors of Amerod Resources Limited

Directors’ fees Superannuation. Options Total
Name b 3 s 5
1V MeGuigan - - - -
IT Khan - - - -

Executive director of Amerod Resources Limited

Cash salary and FBT  Superannuation Options Total
Name $ s $ $
JC Atkinson 139,240 0,800 - 150,040
Huater Bay Partners Pty Ltd (3) - - 270,000 270,000

As it was the case in the prior year, John Atkinson assumed cerlain execative responsibilities particularly in relation to the
investigation and review of alternative business opportunitics and the capital cestrucluring of the Company wilh the
objective of requoting the Company’s shares on the ASX and was appointed an execulive dircctor on 'l January 2003.

(i} Messrs MeGuigan and Atkinson are principals of Hunter Bay Pariners Pty Limiled and Hunter Bay Services Py Limited.
Further to the Notice of Extraordinary General Meeting held on 18 February 2008, Hunter Bay Partners Pty 1.td was issued
with 6,000,000 incentive oplions. These were valued at $270,000 in the Explanatory Memorandum attached to the Notice.
During the year $17,640 was paid lo Hunler Bay Partners for secretarial services and 344,045 was paid to Hunter Bay
Services for reni, communication and administeative costs relating o Amerod’s office costs.

Company Secretary of Amerod Resvurces Limited

Consulting Fees Superannuation Options Total
Name 3 5 s 3
IYavid Franks 18,895 ' - - 18,895

David Franks™ chartered accounting tirm, Franks & Associates Ply Ltd, is paid for performing these services. The fees above
are excluding GST (totn) of $20,784 including GST).

. Service Agreements

Remunerstion and other terms of employment for the 1Ixecutive Direclor have not yet been formalised in o service
sgreement, however they have been agreed by the Board of Directors. The Board of Directors will revisit the remuneration
and other terms of employment when significant developments within the Company oceur.

Arcangements refoting to remuneration currently in place are set oul below:
JC Atkinson, Execulive Director '
s Term of agreement — medium term commencing 1 November 2004

* RBase salary, inclusive of supcrannoation, for he year cnded 30 June 2005 of $10,900 per month, to be reviewed
annually by (he remuneration conmiftee, plus motor vehicle altowance.



AMEROD RESOURCES LIMITED
ABN 62 071 627 083

Directors’ report {(continued)

DJ Franks, Company Secretary
s Term of agreement - 12 months from February 20035

s  Retainer of $2,200 (including GST) per month plus $165 (including GST) per hour for work outside scope of
retainey,

D. Shure based compensation - options

Pursuant w the approval of shareholders at the Extraordinary General Meeting on |8 February 20085, 6,000,600
performance options with an exercise price of $0.25 and an expiring date of 30 November 2008 were issued to Hunter Bay
Partners Pty Lid, an entity associated with Mr John MeGuigan and Mr John Atkinson.

Any other eptions granted during or since the end of the financial yesr have been in relation to investments made under the
Praspecius dated 4 February 2005 under the same terms and couditions as all other shareholders and as part of the
consideration issued lo sequire a business, as approved in the Extraordinary General Meeting on 18 Febroary 2003,

Shares Under Option

Pursuant to the approval of shareholders at the Annual Geaeral Meeting in December 2004, certain oplions were issucd to
Artthur Phiflip Pty Lid in consideration for investment banking services rendered. These options were cancelled under the
Prospectus dated 4 Febroary 2005, Details are as follow:

lusue price of Number under
Date options granted Expiry date Shares option
2 February 2004 * 30 September 2007 3.7 cents 8,000,000

* Termys and conditions

First tranche of 2,000,000 options may be exercisable al any time from the date of issue

Further tranche of 2,000,000 options may not be exercised until such time that the volume weighted average share price of
the Company over 20 truding days is in excess ol' 4 cents per shure

Further tranche of 2,000,000 options may net be exercised until such time that the volume weighted average share price of
the Company over 20 trading days s in excess of' 5 cents per share

Further tranche of 2,000,000 optmns may not be exercised until such time that the volume wmg,hled average share price of
the Campany over 20 trading days is in excess of 7.5 cents per share

In addition to this cancellation of options, additional options issved during the year are outlined below:

Issue price of Nuamber under

Date options granted Expiry date Shures option
8 March 2005 (1) 30 November 2008 25.0 couts 8,750,000
& March 2005 (2) . 30 November 2008 25.0 ceots 7,000,000
15 March 2005 {3) 30 November 2008 25.0 cenls 412,000
8 March 2005 {4) 30 November 2008 25.0 cents 6,000,000
8 March 2005 (5} 30 November 2008 40.0 cents 6,000,000

28,162,000

(1) Issucd under Prospectus duted 4 February 2005, 1 for 2 attached free option

(2) Issucd under Prospeetus daied 4 February 2003, part consideration for acquisition of Amerod Exploration Limited
(fonnerly Amerod Resources 1.imited)

(3} Issued under Listing Rule 7.1

(4) Issucd under Prospectus, pertormance options o Hunter Bay Partners Pty 1.td, an entity which is associaled with Mr JV
McGuigan amd Mr JC Atkinson

(5) 1ssued under Prospectus dated 4 February 2005, pun consideration for acquisition of Amerod Exploration Limitcd
(formerly Amerod Resources Limited) .
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ABN 62 071 627 083

Directors® report {continued)

No option holder has any right under the oplions to participate in any other share issue of the company or of any other
entity. :

Al options that had previously been issued 1o employecs lapsed upon eessation of their employment pursuant to the Rules
of the Employee Option Plan. '

Shares Issued on Exercise of Optiony

No aptions were exercised under the Company’s Emplovee Option Plan and the Company’s Option Plan during the year
ended 30 June 2005, ’

There is a total of 28,162,000 options over ordinary shares on issue st 30 June 2005, with the teems and conditions outlined
ubove,

Subseguent to vear end, on 4 August 2005 10,000 options were exercised at an exercise price of 25 cents.

Insurance of officers

During the financial year, the consolidated entity paid an insarance premium in respect of an insarance policy for the
henefit of thase named and referred (o sbove and the directors, secretaries, executive officers and employees of any
subsidiary bodies corporate as detined in the insurance policy.

In secordance with commercial practice, the insurance policy prohibits disclosure of the terms of the policy including the
nature of the liability insared against and the amount of the premium,

Environmental regulation

The consolidzied entity is committed to ¢nvironmental care and aims 10 carry out its activities in an environmentally
responsible and scientifically-sound way. In performing exploration activitics, some distorbances of the [and in the crestion
of tracks, drill rig pads, sumps and the clearing of vegetation occur. ‘These zctivitics have becn managed in a way that
reduced environmental impact to a practical minimun. Rehabilitation of any land disturbances would occur as soon as
practicable afler exploration getivity in an arca has been completed.

The consolidated cntity has, as fizr as the Directors sre aware, complicd with all stalotory requirements relating 1o its
exploration activities.

Non-sudit services

The company may decide to employ the auditor ‘on assigriments additional to their statutory sudit datics where the auditor’s
expertise and experience with the company gre important.

Details of amounts paid or payable fo the auditor for additional non-audit services provided during the year are st oul in
Note 15 to the Finoncial Slatements.

The Board of Dircctors has considered the position and is satistied that the provision of the non-audit services is compatible
with the general standard of independence for avditors imposed by the Corporations Act 2001, The directors are satisfied
that the provision of non-audit services by the suditor, as set out in Note 15 to the Finsocial Statements, did not compromise
the auditor independence requirements of the Corporations Acl 2001 for the following ressons:

+  All non andit services have been reviewed by the board to ensure they do not impact the impartiality and
objectivity of the auditor

+  Nonc of the services underminc the general principles relating o suditor independence as set out in Professionat
Statement 1, including reviewing or auditing the auditors own waork, acting in a management or decision making
capacity for the company, acting as advocate for (the company or jointly sharing economic risk and rewards.

8
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ABN 62 071 627 083

Directors’ report (continued)

A copy of the auditors” independence declaration as required under Section 307C of the Corporations Act 2001 is set oul on
Page 0.

Auditor

PricewaterhouseCoopers continues in office in accordance with scetion 327 of the Corporations Act 2001,

This report is made in accordance with a resolution of the directors.

Sydney
23 Seplember 2005

‘) 1




[PRICEWAIERHOUSE QOPERS (@

Auditors’ Independence Declaration

As lead auditor for the.audit of Amerod Resources Limited for the year
ended 30 June 2005, [ declare that to the best of my knowledge and

belief, there have been:

PricewatertiouseCoopers
ABN 52 780 433 757

Daring Park Tower 2

201 Sussex Street

GPO BOX 2650

SYDNEY NSW {171

DX 77 Sydney

Australia

WWW.pwe.comsau
Telephone +61 2 8266 0000
Facsimile +61 2 8266 9599

a) no contraventions of the auditor independence requirements of the Corporations Act

2001 in relation to the audit; and

b) no contraventions of any applicable code of professional conduct in relation to the

audit,

This declaration is in respect of Amerod Resources Limited and the entities it controlled

during the period.

Wk

BK Hunter

Partner
PricewaterhouseCoopers

Lizbility fimited by a scheme approved under Prafeasional Standards Legislation

Sydney

23 September 2005
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Corporate governance statement

The Board of Directors of Amerod Resovrces Limited is responsible for the corporate governance of the Company. The
Board monitors the business afTairs of the Company on behalf of the sharsholders by whom they are elected and to
whom they are accountable.

The Board of Directors ecknowledge the Principats of Good Corporate Governance and Best Practice Recommendations
set by the Australian Stock Exchange (*ASX"™) Corporate Governance Council. Hawever in view of the Company’s
current size and extent of nature of operations, full adoption of the recommendations is currently not practical. The
Board will continue to work lowards full adoption of ihe recommendations in line with growth and development of the
Company in the years aead. Where the Company's framework was diflercat 1o the Principals of Good Corporate
Governonce and Best Practice Recommendations set by the Australian Stock Exchange (“ASX") Corporate Governance
Council, it has been noted,

A summary of the current corporale governance priclices as adopred by the Board is as follows:

The Board of Directors

The board carries out its rl.:ﬁp()l].‘:ll)l]lll(.s according Lo the fellowing mandate:

-~ The Board should comprise at least three directors, with at least two-thirds being non-exceative djrct.tm‘.

= The Chairman of the board should be 2 non-execultive director;

—  The directors should possess a broad range of skills, qualifications and experience;

- The board should at least meet on a quarterly basis; and

- Allavailable information in conrection with itemis to be discussed at a meeting of the board shall be provided to
cach director prior to that meeting. :

The primary responsibilitics of the Board include:

- The approval of the annuval and hatf-yearly financial eeport;

—  The establishment of (he long term goals of the consolidated entity and strategic plans to achieve those goals;

—  The review and adoption of annual budgets for the financial performance of the consolidated entity and monitoring
ihe results on a quarterly basis;

—  Ensuring that the consolidated entity has implemented adequate internal conirols wogether with appropriate
monitoring of campliance activities; and

—  Ensuring that the consolidated entity is able to pay its debts as and when they fall due.

The Company discloses the eurriculum vitae of each director in its Annual Report. )
The tunction of Chairperson (John McGuigan) and Exccutive Dircctor (John Atkinson) are sepurate,
Bue to the size of the Company, the members of the Remuneration Committee and Nomination Committee are the same.

Due to the Company’s current size and extent of nature of operations, the following departures from the Principles of

Goad Corparate Governance and Best Practice Recommendations have oceurred:

- The majority of the Board should be independent. Presently the Board consists of one part time execuive director
{Juhn Atkinson) and twa non-exceutive directars (John MeGuigan and 1lyas Khan). However as cach ot their
sharcholding in the Company is considered substantial, (hey are not considered independent.

—  The Chairperson shoukd e independent. Presently the Chairperson is John MeGuigan who is o non-executive
director, However as his sharcholding in the Company is considered substantial, he is not considered independent.

Independent Professional Advice

With the prior approval of the Chairman, each director has the right to seek independent legal and other professional
advice al the consolidated entity s expense concerning any aspect of the consolidaied entity*s operations or underiaking
in order (o fulfi] their dutics and responsibilities as directors.

Ethical Standards

The Bpard endcavours to cnsure that the Dircclur.s, officers and cmployecs of the Company act with integrity and
observe the highest standards of behaviour and business ethics in relution to their corporate activities,

11
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i

Corporate governance statement (continued)

Specifically, that Directors, officers and employees must:

- Comply with the law

- Act in the best interests of the Company

- Be responsible and accountable for their aclions, and

- Observe the cihical principles of fairness, honesty and truthlulness, including disclosure of polential conflicts,

Trading Policy

The company s policy regarding Directors and employees trading in its securities, is sct by the finance committee. The
policy restricts Directors and employecs from acting on material information until it has been released to the market and
adequate time has been given for this 1o be reflected in the seeority’s prices.

Audit & Finance Committee

The board has established an audit and finance committee consisling of the following directors:
—  Mr John McGuigan {Chairperson)

- Mr john Atkinson

The names and qualifications of the directors in the Audit & Finance Committee and the number of meetings held are
disclosed in the Annual Report.

‘The audit and finance committee provides a forum for the cffective communication between the Board and external
auditors. The commiilee reviews:

—  The annual and half-yearty financial report prior 1o their approval by the Board;

—  The effectiveness of management information systems und systems of internal control; and

- The efficiency and etfectiveness of the external audit function.

The audit and finance committee invites the Chicf Financia) Officer, other directors and the externgl auditors to sttend
committee mectings on occasion. The audit and finarce committee also meets with external auditors, as necessary,
concerning any matters that arise in connection with the performance of their role, including the adequacy of infemal
controls. Given the significant involvemnent by the Board in the operations of the business during the year and in the
restructuring that has occurred, it was not deemed necessary that (he audit and finance commitiee mect during the
financial year as all matters normally dealt with by the audit and finance commillee were dealt with dircelly by the
board.

The Audit & Finance Commiiiee requests the Company’s external auditor to aftend the annual general meeting and be
availeble ta answer shareholder questions about the conduet of the nudit and the preparstion and content of the suditors
report.

Duc 10 the Company’s corrent sive and extent of nature of operations, the {following departures from the Principles of
Good Corporate Governance and Best Practice Reconmendations have oceurred:

- The Audit & Finance Commitee should consist of three members, the majority being independent and the
Chairperson being independent and not the Chairperson of the Board. The comimiilee anly consists of two
members, with the Chairperson being the Chairperson of the Board and as outlined in The Board of Directors
Scetion, the directors are not considered independent.

Continuous Disclosure

The company secretury has been appointed as the person respansible for commenications with the Australian Stock
Exchange (ASX). This person is also responsible for ensuring compliznce with the continuous disclosure requirements
in Lhe ASX listing rules and overseeing and co-ordinating information disclosure to the ASX.

The Board and the Conipany Sccretary vre responsible for the communications strategy to promaote cifective
comununications with shareholders and encourage effcetive participation al general mectings. The Company adheres o
best praclice in its preparafion of Notices of Mectings to ensure all sharcholders are fully informed.
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Corporate governance statement (continued)

Remuneration Committee / Nomination Committee

The Board has established a remungration committee / nominalion conunittee consisting of the following directors:
~  Mr John McGuigan (Chairperson)

- Mr John Atkinson

The remuncration commitice reviews the remuneration policies applicable to all Directors and executive oflicers on an
as needed basis and makes recommendations on remuneration packages and terms of empleyment to the board.
Remuneraiion packages, which consist of base salary, fringe benclits, incentive schemes (including perlormance-related
bonuses), superannuition, and entitlements upon retirement or terminalion, are reviewed with due regard to performance
and other relevant factors,

In order 10 retain and attract executives of suflicient calibre o facilitate the efficient and effective management of the
consolidated entity's operations, the remuncration conumifiee occasionally secks the advice of extemal advisers in
connection with the structure of remuneration packages.

Full remuneration disclosure, including superannuation entitlements, and the number of meetings of the Remuneration
Commiitee is provided by the Company in its Annual Report. The Remuneration Committee ensures that all equity
based exceutive remuneration is made within the guidelines set by plans approved by sharcholders.

Due oy the Company s carrent size and extenl of nature of operations, the {ollowing departures from the Principles of

Guood Corporate Governance and Best Practice Recommendations have occurred:

- The Remuneration Committee shoald consist of three members, the majority being independent and chaired by an
independent person. The commitice only consists of two members and as outlined in The Board of Directors
Sectivn, the directors are not considered independent

The nomination commitiee considers Lhe appointment and retirement of non-exceutive directors on a case by case basis.
[z doing so, the Board must take into account the requirements of Listing Rules and the Corporations Aet 2001,
Curently all Dircetors are required to be re-eleciled at least every three years and at least one-third of directors must
retire at cach annual general meeting. This process also includes ongoing evaluation of' the performance of the Board
and its individuals according to the goals, objectives and primary responsibilities of cach dircctor as outlined in The
Bourd of Hrectors Section.

Due to the Company s corrent size and extenl of nature of uperations, the following depanures from the Principles of

Guod Carporate Governance and Best Practice Recommendations have occurred:

- The Nomination Commitiee should consist of three members, the majority being independent. The commitice only
consists of two members and as oullined in.The Board of Directors Seetion, the directors are not considered
independent

Risk Munagement

‘The Board is responsibic for the consolidated entity’s system of internal controls. The Board constanily monitors the
operation and financial aspects of the consolidated entity’s activitics and considers the recommendations and advice of
external auditors and other external advisers on the operations end financial risks that face the consolidated entity.

The Board cnsures that recommendations made by the external auditors and other external advisers are investigaled and,
where considered necessary, appropriate aclion is taken to ensure that the consolidated entity has an appropriate internal
control environment in place fo manage the key risks identificd.

In addition, the Board investigates ways of enhancing existing risk management strategies, including appropriate
segregation of duties and the emplovment gnd training of suitably quatified and expericnced persennel,

Due to the Company’s current size and extent of natore of operations, the following departures from the Principles of

Good Corporate Governance and Best Practice Recommendations have oceurred:

—  The Company does not have s full time chicl executive officer or chief financial officer and therefore statements
arc rot oblained (rom such persons in relation to Best Practice Recommendation 4.1,

-
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Corporate governance statement (continued)

Code of Conduct .

As part of the Board™s commitment to the highest standard of conduct, the consolidatcd entity adopts a code of conduct
10 guide executives, management and employees in carrying out their duties and responsibilitics, The code of conduct
covers such matters as:

- Responsibilities to sharcholders;

- Compliance with faws and regulations;

—  Relations with customers and suppliers;

- Ethical responsibilities;

—  Employmeni practices; and

- Responsibilitics to the environment and the community.
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This financial report covers both Amerod Resources Limiied as 2n individual entity and the consolidated entity consisting
of Amerod Resources Limited and iis controtled entities.

Amerod Resources Limited is a company limited by shares, incorporated and domiciled in Australia. Its registered office
and principal place of business i

Amerod Resources Limited
Level 5, Grafion Bond Building
201 Kent Street

Sydncy NSW 2000

A deseription of the nature of the consolidaled enlily's operations and its principal activities is included in the directors’
report on pages 2- 10, which is not part of this financial report.
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Statements of financial performance - for the year ended

30 June 2005 ‘

Consolidated Parent
Notes 2005 2004 2008 2004
5 5 5 $
Revenue from ordinary activities 2 56,334 16,54) 45,530 3,234
Employee bencfits cxpense (275,811) (185,137) (275,811) (185,137)
Depreciation and amortisation expenses 3 (8,578) (2,730) (8,531) (2,730)
Borrowing cosls expense 3 (23} (145) (23) (145)
External advisory fees {227,245) (143,944) (227,245) {143,944)
{nher expenses from ordinary activities {36,476) (96,609) {34,160) (96,085)
{Loss) from ordinary activities before
income {ux expense 3 {488,799) {412,024) (500,240) (424,807)
Income tax expensc 9 - - -
Net (loss) {488,799) (412,024) (500,240) {424,807)
Total changes in equity other than those
resulting from transactions with uwners
as owners 12 {488,799) (412,024) {500,240) (424,807)
Cents Cents
Basic and diluted carnings per share 20 (3.0) (0.4)

The abave stutements of finonciul performence showd be recd in conjunction with the avcompanying notes.
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Statements of financial position - as at
30 June 2005

Consolidated Parent
Notes 2005 2004 2005 2004
$ 5 s b
Current assets
Cash assets 513 2,948,989 815,79 1,946,090 350,897
Receivables [ 10,227 4,423 131,455 307
Total current psscts 2,959,216 820,219 3,077,545 351,204
Non-current assets
Other financial assets 7 250,000 - 2,631,817 450,000
Exploralion asscts 3 2,048,702 - - -
Property, plant and equipment 9 10,233 14,334 5,803 14,334
Total non-current assels 2,308,935 14,334 2,637,620 464,334
Tatul nssets 5,268,151 834,553 5,715,165 815,538
Current ligbilities
Payables 10,13 92,464 262,29 569,934 262,796
Total curecnt liabilities 92,464 262,296 569,934 262,256
Total liabilities 92,464 262,296 569,934 262,296
Net assets 5,175,687 572,257 5,145,231 553,242
Equity
Parent entity inlerest
Contributed equity 11 59,665,559 54,573,330 59,665,559 54,573,330
Accumulsted losses 12 (54,489.872) (54,001,073) (54,520,328} (54,020,088}
Total equity 5,175,687 572,257 5,415,231 553,242

The arbove statements of finaneinl position should be read in confunction with the accompentving notes.
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Statements of cash flows - for the year ended

30 June 2005
Consolidated Parent
Notes 2008 2004 2005 2004
$ 5 b b
Cash flow from operating activities
Receipts from customers (inclusive of goods &
services Lax) 3,649 - 3,049 -
Paymetits to suppliers and employces (inclusive of
goods & scevices tax) (808,507) - (427371) (707,748) (425,897)
(805,d58)  (427,371)  (704,699)  (425.897)
Interest received £0,481 16,541 36,677 3,234
Barrowing cosls (23) (145) (23) (145)
Net cash (outflows) from operating activities 21 {755,000) {410,975) (668,045) (422,808)
Cash flows from investing activities
Loans made to controlled entilies - . (125,344) -
Loans received from controlled entities . - - 478,178) -
Cash acguired through business combination 3,150
Payments {or investment in other entity (250,000) - (250,000) -
Payments for exploration asscts (20,892) - - -
Payineuts for property, plant and cquipment {4,477) {17,064) - {17,064)
Net cash (outflows) from investing sctivities (272,219) {17,064) 102,826 {17,064)
Cash flows from financing activities
Proceeds from shares and oplions jssued 3,664,800 635,600 3,664,800 933,600
Costs of share issuc (504,388) - (504,388) -
Repayment of borrowings to related parties - - - (195,000)
Net cash inflows from financing activities 3,160,412 935,600 3,160,412 740,000
Net increase (decrease) in cash held 2,133,193 506,961 2,595,193 300,128
Cash at the heginning of the financial year 815,796 308,835 350,897 50,769
Cash at the end of the financial year 5 2,948,989 815,796 2,946,090 350,897

Non cash investing and financing actjvities 21

The abave stalernents of cash flovws should be read in confunction with the avceompanying notes.

18




AMEROD RESOURCES LIMITED

ABN 62 071 527 083

Notes to the financial statements
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Note

o b

b SV ]

10

H
12
13
14
13
16
17
18
19
20
21

22
23

Contents

Summary of signiticant accounting policies
Revenue
L.oss (rom ordinary activities
{ncome tax
Current assets
Cash asscls
Receivables
Non-current assets
Other financial assets
Exploration nssets
Property, plant & equipment
Current liabilities
Payables
Tota) equity
Contributed equity
Accumulated losses
Financial instruments
Director and execulive disclosures
Remuneration of auditors
Employee entitlements
Relaied parties
Investments in controlled entitics
Segment informution
lZarnings per share

Reconciliation of {loss) from ordinary activities after income tax

1o net cash outflow from operating sctivitics
Commitments for expenditure

Impact of adopting Australian equivalents 1o IFRS

19

Page

20
23
23
24

5
25

25
25
26

36
36
37



3y

AMEROD RESOURCES LIMITED

ABN 62 071 527 083

Notes to the financial statements

Note 1. Summary of significant accounting policies

This general purpase financial report has been prepured in aceordance with Accounting Standards, other authoritative
pronouncements of the Australian Accounting Standards Board, Urgent Issues Group Consensus Views and the
Corporations Acl 2001,

It is prepared in accordance with the historical cost convention.  Unless otherwise stated, the accounting policies
adopted are consistent with thosc of the previous year.

The Australian Accounting $Standards Board (AASR) is adopting Inlernational Financial Reporting Standards (I'RS) for
application to rcporting periods beginning on or alter 1 Janvary 2005. The AASB will issuc Australian cquivalents to
IFRS (AIFRS), and the Urgent Issues Group will issue abstracts corresponding 10 1ASB interpretations originaied by the
International Financia) Reporting Interpretations Commitiee or the former Standing Interpretations Commitiee.  The
adopiion of AIFRS will be Tirst reflected in the consolidated entity’s fingncial statements for the half-ycar ending 31
December 2005 and the year ending 30 June 2006, (nformation about how the transition to AIFRS is being managed,
and the key differences in accounting policies that are expeeted to arise, is set oul in note 23.

(a) Principles of consolidation

The consolidated financial statements incorporate the asseis and liabilities of all entitics controlled by Amerod
Resources Limited (“Amerod”, "Company” or "parent entity™) as at 30 June 2005 and the results of all controled
entities for the year then ended. Amerod Resources Limited and its controlled entities together are referred to in this
financial repont as the consolidated entity. The effects of all transactions between entitics in the consolidited entity are
climinated in full.

Where control of an cntity is obtained during o financial year, its resulls are incladed in the consolidated statement of
financial performance from the date on which control commences. Where control of an entity ceases during a financial
year its results are included for that part of the year during which control existed.

(b) Income tax

Tax cflect acounting procedures are followed whereby the income tax expense in (he statement of financial
performance is malched with the accounting loss after allowing for permanent differences.  The future tax benefit
relating Lo tax losscs is not carricd forward as sn asset unless the henefit is virlually certain of realisation. Income 1ax on
cumulative timing diflerences is sel aside to the deferred income tax or the future income tax benefit accounts at the
rates which are expected to apply when those tinting differences reverse.

Tax consolidation legisiution

Amerod and its wholly-owned Australian controlled eutity have decided to implement the tax consolidation fegisiation
as of 1 July 2003. The Australian Taxation Office has not yet been notified of this decision.

As a conscquence, Amerod, us the head entity in the tax consolidated group, will recognise current and deferred tax
amounts relating to transactions, events and balances of the wholly-owned Australian controlled entity in this group as it
those transactions, events and balances were its own, in addition 1o the cwrent and deferred tax amounts arising in
relation to its own transactions, events and balances. Under @ proposed tax sharing agreement, amounts reccivable or
payable with the tax censolidated entities will be recognised separately a8 tax-related amounts receivable or payable.
Expenscs and revenues arising under the tax sharing sgreemnent will be recognised as a component of income tax
expense (revenue).

The deferred tax halances when recognised by the parent entity in relation 1o wholly-owned cntitics joining the tax
consolidated group will be messured bascd on their carrying amounts at the level of the 1ax consolidated group before
the implementation of the tax consolidation regime, with one exception. The deferred 1ax balances relating to asscts that
had their eox values reset on joining the tax consolidated group, will be remeasured bascd on the carrying smount of
those assels al the tax-consolidated group level and their resct tax values. The remeasurcment adjustments Lo Lhese
deferred ax balances will also be recognised in the consolidated financial stalements us income tax expense or revenue,
or as direct debits Lo the asset revalvation reserve 1o the extent the adjustments relate to the revaluaiion of assets. There
is no impact on the income tax expense for the year.
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Note 1. Summary of significant acéo’unting policies (continued)

{¢) Acquisition of asgets

The purchase method of accounting is used for all acquisitions of assets regardless of whether shares or other assets arc
acquired. Cost is measured as the fair value of the assets given up, shares or options issued or Habilitics underiaken at
the date of acquisition plus incidental costs directly attributable to the acquisition. Where shares or options are issued in
#n acquisition, the value of the shares or options is determined having reference o the fair value of the assets or net
assels sequired, including goodwill or discount on acquisition where applicable.

Whore scttlement of any part of cash consideration is deferred, (he amounts payable in the future are discounted to their
present value as ai Lhe date of acquisition.  The discount rate used is the rate al which a similar borrowing could be
obtained from an independent financier under comparable lerms and conditions.

(d} Revenue recognition

Revenue is generally recognised in proportion to the service that has been completed and collection of the resulling
receivable is probable.

Interest income is recognised as it acerues,
(e} Receivables

All trade debrors are recognised at the amounts receivable as they are due for settlement no more than 30 days from the
date of recognition,

Collectibility of trade debtors is reviewed on an vngoing basis. Debts which are known o be uncollectible are written
off. A provision for doubiful debis is raised where some doubt as to collection exists.

() Exploration and Evaluation Costs

Exploration and cvaluation expenditure on exploration tenements and rights to farm-in are accumulated separately for
cach area of inferest, Such expenditure comprises of net direct costs and an appropriate portion of related overhead
expenditure, but does not include general overheads or administrative expenditure not having a specific nexus with o
particular arca of interest

Exploration expenditure for each arca of interest is carried forward as an asset provided one of the following conditions
is met;

» such casts are expected 1o be recouped through suceessful development and exploitation of the arca of interest,
or ‘

»  allernalively, by its salg; or

» cxplomtion activities in the area of interest have not yet reached 4 stage which permit a reasenable assessment
of the existence or otherwise of recoverable mineral resources, and active and significant operations in relation
toy the arca are continuing.

Exploration expenditure that fails 1o meet at least one of the conditions outlined sbove is writien oft or a provision
made. Provisions arc made where firm-in partners are sought and there is a possibility that carried-forward expenditures
may have to be written off in the future. In the event that farm-in agreements arc reached or the Company undertakes
further exploration in its own right on those propertics, the provisions would be reviewed and if appropriate, written
back.

Evaluation of each ares of interest/mineral resource is carried forward, but only Lo the extent its recoupment out of
revenue 1o be derived from the relevani arca of interestymineral resource, or from sale of that area ol interest, is
reasonably assured.

When an area of interest is abandened, any expenditure carried forward in cespect of that area is written off.

Expenditore is not careicd forward in respect of any area of interest unless the Company's right of tenure 10 that arca of
interest is current.
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Note 1. Summary of significant accounting policies (continued)

(N Exploration and Evaluation Costs {continued)

Identifiable exploration assets scquired from another mining company are recognised as assets at their cost of
acquisition, s determined by the requiremends of AASEI015 Accounting for the Acguisition of Assets. Lxploration
assels acquiced are reassessed on a regular basis and these costs are carried forward provided that ot least onc of the
above conditions is mat.

{g) Recoverable amount of non-current assets

The recoverable amount of an asset is the net amount expected to be recovered through the cash inflows and outflows
arising from its continued use and subsequeni disposal.

Where the carrying amount of a non-cerrent asset is greater than its eecoverable amount, the asset is writlen down to its
recoveruble amount. Where net cash inflows are derived from a group of assets working together, recoverable amount is
determined on the busis of the relevant group of assets. The decrement in the carying amount is recognised as an
expense in net profit or loss in the reporting period in which the recoverable amount write-down occurs. The expected
net cashflows included in determining recoverable amounts of non-current assets are discounted to their present values
using a market determined, risk adjusted discount rate.

{(h} Investments

Investmients in unlisted securitics, other than controlled entitics in the conselidated financiyd statements, are brought to
account ai cost and dividend income is recognised tn the statement of financial performance when receivable. Controfled
entitics are accounted for in the consolidated financial statements as set out in note 1 (a).

(i) Depreciation of property, plant and equipment

Deprecintion is calculated on a straight line basis 1o write ofT the net cos( of each item of property, plant and equipment
(cxeluding land) over its expected aseful {ife to the consolidaled entity. Estimates of remaining useful tives are made on
a regular basis for all assets, with annual reassessments for major items. The expected useful lives are as follows:

Plant and cyuipitent 2 -3 years

Where items of plant and equipment have separptely identifiable componetts which are subject to regular replacement,
those components are assigned usefid lives distinet from the item of plant and eguipment to which they relate.

{j} Trade zud other credifors

These amounts represent Jiabilities for goods and services provided to the consolidated entity prior to the end of the
financinl year and which arc unpaid. The amounts are unsecured and are usually paid within 30 days of recognition.

{k) Employee entitlements

{i) — Share-based compensation
The value of the equity-based compensation scheme described in note 14 15 not being recognised as an emplovee
henclits expense.

(ii) - Superannnation

The amount charged to the statement of financial performance in respect of superannuation represents the contribution
miade by the Company to the superannuation fund.

(I Borrowing costs

Borrowing costs are recognised as expenses in the period in which they are incurred, except where they are included in
the costs of qualifying assets. Borrowing costs include interest on bank overdrafis, bunk fees and charges.

{m) Cash

For parposes of the statement of cash flows, cash includes deposits at call which are readily convertible to cash on hand
and are subject to an insignificant risk of changes in value, oot of cutstanding bunk overdrafts.
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Note 1. Summary of significant accounting policies (continued)

{n} Earnings per share

{i) - Basic earnings per share

Basic camings per share is determined by dividing the profiv{loss) after Income 1ax aftributable to members of the
Company, cxcluding any costs of servicing equity other than ordinary shares, hy the weighted average number of
ordinary shares outstanding during the financial year, adjusted for bonus elements in ordinary shares issued during the
year,

{ii) - Diluted earningy per share

Dilutcd camings per share adjusts the figures osed in the determination of basic varnings per share to take inte accout
the alter income tax cffect of interest and other financing costs associated with dilutive potential ordinary shares and the
weighted sverage number of shares assumed (o have been issued for ne consideration in relation to dilutive potentiol
ordinary shares.

Note 2. Revenue

Consolidated Parent
2008 2004 2008 2004
5 3 5 3
Revenue from ordinary activities
Interest 56,285 16,541 42,481 3.234
Other 3,049 - 3,049 -
59,334 16.541 45,530 3,234
Note 3. Loss from ordinary activities
Consolidsted Parent
2005 2684 2008 2004
3 3 5 s
Loss from ordinary activitics before income {ax includes
the following specific net gains and expenscs:
Net gaius :
Reversal of provision — closure costs 200,080 ' - 200,000 -
Net expenses
Interest and (inance charges paid/payable 23 145 23 145
Depreciation plant and cquipment 8,578 2,730 8,531 2,730
Rentgl expense 36,817 60,000 36,817 60,000
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Note 4. Income tax

Consolidated Parent
_ 2008 2004 2005 2004
b3 3 3 3

Incomme tax expense

The income tax expense for the financial year dtﬁ'crs
from the amount calculated on the loss. The ditTerences
are reconciled as foltows:

{Loss) from ordinary activities befure income tax expense (488,799) (412,029 {500,240) (424,807)

Income tax calculated £ 30% (146,640) {123,607} {150,972) (127,442)
Tax effect of permanent differences:
Restructuring costs in relation 1o reversal of

provision 60,000 - 60,000 -
Income tax adjusted for permaneni diflerences (86,640) (123,607) (90,672) (127,442)
Tax Josses and timing difTerences not bought 1o account 86,640 123,607 90,072 127,442
Aggregate incomc lax expense - - - -
Tax losses

The directors estimate that the potential future
income tax benefit at 30 June 2005 in respect of Lax
losses and timing difTerences not bought to account is: - 213,328 - 219,033

This benefit for tax losses will enly be obtained ifs

a) the consolidated entity derives fulure assessable income of 2 nature and of an amount sufTicient to enable the benefit
from the deductions for the Jusses to be realised; or

b) the losses are transferred Lo an eligible entity in the consolidated entity; and

¢} the cunsolidated entity continues to comply with the conditions for dulu:.libility imposed by tax fegislation; and

d) no changes in tax legislation adversely atTcu the consolidated entity in realising the benefit from the deductions for
the Josses.

Tux consolidation legislation

Amerod Resources Limited and its whoily-owned Avstralian subsidiary have decided to implement the tax consolidation
legislation as of 1 July 2003, The Australian Toxation Oflice has not yet been rotified of this decision. The accounting
policy on implementation of the Jegislation is set out in note 1{b). There is no impact on the income tax expense for the
ycar.

The whoily-owned entities have fully compensaied Amevod for deferred tax liabilities assumed by Amerod on the dale
of the implementation of the Jegislation and have been fully compensated for any deferred tax assets transferred to
Amerod.

The entities will enter into a fax sharing and funding agreement.  Under the terms of this proposed agreement, the
wholly-owned entitics will reimburse Amered for any current income tax payable by Amerod arising in respect of their
activitics. The reimbursements will be payable at the same time as the associated income tax liability falls due and will
theretore be cecognised as a current tax-related receivable by Amerod. In the gpinion of the Directors, the proposed tax
sharing agreement will also be a valid agreement under the 1ax consolidation legislation and limits the joint and several
liability of the wholly-0wned entities in the case of a defauh by Amerod.
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Note 5. Current assets — Cash assets

Consolidated Parent
2008 2004 2005 2004
5 b 5 5
Cash at bank and on hand 2,948,989 273,359 2,946,090 262,229
Deposits al call - 542,437 - 88,668
2,948,989 815,796 2,946,090 350,897
Deposits at cull
In 2004, the deposits bear interest at rate of 4.6% and 317,501} is secured pursuant w 3 Bank Guarantee.
Note 6. Current assets - Receivables
Consolidated Parent
2008 2004 2005 2004
3 b3 s b
Loans to related parties . - 125,344 -
Other 10,227 4,423 6,111 307
10,277 4423 131,455 307
Note 7. Non-current assets - Other financial assets
Consolidated Parcut
2005 2004 2008 2004
) b 5 $
Other (hon-traded} investments
Conventible Note in privaic company 250,000 - 250,000 -
Shares in controlled entities {note 18) - - 2,381,817 454,000
Shares in other related parties - - - -
250,000 - 2,631,817 450,000
Note 8. Non-current assets — Exploration assets
Consolidated Parent
1008 2004 2008 2004
L) :3 $ )
Other (non-traded) investments '
Exploration Tenaments
Glen Ayle - E69/1962 11,714 - - -
Glen Ayle - E69/1963 9,061 - - -
Gien Ayle : E69/1964 8,051 - - -
Bridgetown : ET0/2723 13,112 - - -
Bridgetown : E70/2724 14,179 - - -
Nanutarra : 12:08/1162 32,650 - - -
Mt Mundy : E37/771 25,997 - - -
Exploration rights 1,933,938 - - -
2,048,702 - - By
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Note 9. Non-current assets — Property, plant & equipment

Consolidated Parent
2008 2004 2008 2004
3 3 b b
Plant and equipment
Plant and cqnipment — at cost 27334 22,857 22,857 22,857
Less: Accumulated depreciation (17,101) (8,523) (17,054) {8,523}
Total plant and cyuipment 10,233 14,334 5,803 14,334

Reconciliations

Reconciliations of the carrying amounts of each class of property, plant and cquipment at the beginning and end of the
current financial year are sef oul below.

Consolidated Parent
Plant and Plant and
equipment equipment
5 $

Carrying amount at 1 July 2004 14,334 14,334
Additions 4477 -
Dcprcciaﬁom‘nmorlisn;iml expense (note 3) (8.578) {1.531)
Carrying amount at 30 June 2005 : T 10233 T 5803

Note 10. Current liabilities - Payables

7 Consolidated Parent

2005 2004 2008 2004
3 b $ 3
Trade creditors 33,433 47,295 32,733 47,206
Loans from controlled entitics - - 478,170 -
Other creditors — aceruals 59,031 215,000 59,031 215,000
92,464 262,296 569,934 262,296

Note 11. Contributed equity

Parent Parent
2005 2004 2008 2004
Shares Shares $ b
{a) Share capital

Paid up capital ordinary shares cach fully paid 36,013,477 137,186,243 59,665,559 54,573,330
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Note 11. Contributed equity (continued)

{b) Movements in erdinary share capital

Number of  Number of

Date Details Notes shares options 5
1 July 2003 Opening balance 93,707,983 53,638,330
2 Feb 2004 Issue of sharcs at $0.023 per share 43,478,260 1,000,060
54,638,330
Less: Transaction costs arising on share issucs (65,000)
30 June 2004 Balanee 137,186,243 54,573,330
18 Feb 2005 Consolidation of shares 1 for 20 (8) (130,326,766) -
8 Mar2005  Issue of shares at $0.20 per share {c) 17,500,000 3,500,000
8 Mar 2005  Issue of shares at pil consideration (e) 3,830,000 -
B Mar 2005 Issue of shares at $0.20 per share () 7,060,000 1,400,000
B Mar 2005 Issue of 25 cemt options expiring 30 Nov 2008 (d) 7.000,000 269,167
8 Mar 2005 Issue of 4 ceat options expiring 30 Nov 2008 (d} 6,000,000 262,650
8 Mar 2005 1ssue of shares at $0.20 per share (e) £24,600 164,800
60,169,947
Less: Transaction costs arising on share issues (504,388}
30 Junc 2005 Balance 36,013,477 59,665,559

(c} Ordinary shares
Ordinary shares entifle the holder to participate i dividends and the proceeds on winding vp of the Company in
proportion to the number of and amounts paid on the shares held,

Subject to any rights or restrictions for the time eing attached (o any closs of shares, at 8 mecling of sharcholders cach
sharcholder is entitled to vole, may vote in person, or by proxy or attorney or, being a corporation, he representative
duly anthorised under the Corporations Act 2001, and has one vote on a show of hands and one vote per fully patd share
on a poll,

{d) Options

Pursuant to the approval of sharchelders at the Annual General Mecting in Decomber 2004, 8,000,000 options were
issued to Arthur Phillip Pty Ltd in consideration for investment banking services rendered at an issuc price of 3.7 cents a
share and an expiry date of 30 Scptember 2007, Pursuant to the Prospectus dated 4 February 2003, these oplions were
cancelled.

Pursuant fo the approval of shareholders et the Extrazordinary Generad Meeting on 18 February 2005, 15,750,000 options
with an exercise price of $0.25 and an expiring date of 30 November 2008 were issued as follows:

(i) 7,000,000 options Lo the vendors of Amerod Explorations Limited (formerly Amerod Resources Limited)
which are included in the cost of scquiring the business

{ii) 750,000 options to the subscribers under the Prospectus where | free aftaching option was issued for
every 2 shares allotted and issued.

Pursuant to the approval of sharcholders at the Extraordinary Gencral Mecting on 18 February 2005, 6,000,000 options
with an exercise price of $0.25 and an expiring date of 30 November 2008 were issoed to Hunter Bay Partners Pty 1.td,
an catity associated with Mr John McGuigan and Mr John Atkinson.

Pursuant to the approval of sharcholders at the Extraordinary General Mecting on 18 February 2008, 6,000,000 options
with an excrcise price of $0.40 and an cxpiring date of 30 November 2008 were issued to the vendors of Amerod
Exploralions Limited {formerly Amerod Resources Limited) which are included in the cost of acquiring the business.
Pursuant to Listing Rule 7.1, 412,000 options with au exercise price of $0.25 and an explring date of 30 November 2008
were issued to the subscribers where 1 tree attaching option was issucd for every 2 shares allotted and issued.
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Note 11. Contributed equity (continued)

{e) Issue of shares

On 8 March 2005 the company raised $3,500,000 of tunds through a placement of 17,500,000 ordinary shares as
approved by sharcholders at the Extraordinary Genera) Mecting in 18 February 2005,

On 8 March 2005 the campany purchased Amerod F.xplorali;ms Limited (formerly Amerod Resources Limited) through
a placement of 7,000,000 ordinary shares al an issuc price of $0.20 as approved by sharcholders at the Extraordinary
CGeneral Meering in 18 Febroary 2005,

On 8 March 2005 the company allotted Taurus Advisory Group PPL for nil consideration 3,830,000 ordinary shares as
approved by shareholders at the Extraordinary Genera) Mecting in 18 February 2005,

Pursuant o Listing Rule 7.1, the company raised $164,800 of funds through a placement of' 824,000 ordinary shares.
{N Employee share scheme

Information relating to the Amerod Resourees Limited Emplovee Option Plan, including details of options issued under
the Scheme, are set out in Note 16.

{g) Share consalidation

As approved by sharcholders on 18 February 2005 the company consolidated its shargs on o | for 20 basis, resulling in 2
reduction in the number shares from 137,186,243 o 6,859,477,

Note 12. Accumulated losses

Consolidated Parent
2005 2004 2008 2004
b $ 5 b

Accumulated losses at the beginning of the financial year {54,001,073) (53,589,049) (54,020,088) (53,595281)

Loss altributable to members of Amerod Resources

Limited - (488,799) {412,024) (500.240) {424.807)

Accumulated losses at the end of the tinancial ycar - (54,489,872) (54,001,073} (54,520,328) (54,020,088)

Note 13. Financial instruments

{a) Credit risk exposures

The credit risk on financial assets of the consolidated entity which have been recognised on the statement of financial

performance, other than investments in shares, is generally the carrying amount, nel of any provisions for doubtful debts.

(b} Interest rate risk exposures

The consolidated cntity's exposure to interest rate risk and the effective weighted average interest rate by maturity

periods are set out in the following tabie. For interest rates applicable to each elass of asset or liahility refer to individual
notes t the financial statements. :

Exposurcs arise predominantly from assets and liabililies bearing variable interest rates as the consolidated entity
intends 10 hold fixed rate assets and liabilities to maturity.
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Note 13. Financial instruments (continued)

Notes Floating Fixed 1 year Non-interest
interest rute or less Beuring Tota)
% $ 3 3

2008
Financia) assets
Cash and deposits 5 2,948 989 - - 2,948,989
Receivables 6 - - 10,227 10,227
Weighted average interest rate . 1.63%
Financiul lisbilities
Trade and other creditors 11 - - 92,464 92,464
Net Mnancial assots f (liabilities) 2,948 9RY - (82,237} 2,866,752
1004
Financin) assets
Cash and deposits 5 Bt5,796 - - 815,796
Receivables 6 - - 4423 4,423
Weighted avernge interest rate 3.07%
Financial linbilities
‘Frade and other creditors 0 - - 262,29 262,296
Net financial assets / (Habilities) ' 815,796 - (257,873) 557,923

On balance sheet

The net fiir vatue of cash and cosh equivalents and non-interest hearing monetary financinl assels and financial

lizbilities of the consolidated entity approximates their carrying amounts.

Note 14. Director and executive disclosures
Directors
The following persons were direetors of Amerod Resources Limited during the financial year:

Chalrmun — non-executive
1.V, MeGuigan

Executive directors
L.C. Atkinson, Managing Director

Naon-executive directors
I.T. Khan

Executives (other than directors)
Except for the executive director discussed above, there are no other exccutives.
Remuuneration of directors and executives

Principley used tv defermine the nature und amount of rermuneration

Remuneretion of exccutive directors and other senior exceutives and the remunseration policies of the Company
gencrally are determined by the Board. Executive remuneration is reviewed annually by the Board, having regard to
individual performance and comparative market rates.  In addition 1o base salury, remuncratien packages include
superannuation and fringe benefits. Executives are also cligible to participate in the Company’s Employce Option Plan
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Note 14. Director and executive disclosures (continued)

(details are set out in note 16). Remuneration and other terms of emplovinent are formalised in service agreements
excepl where noted otherwise.

Remuneration of non-executive dircctors is determined by the Board within the maximum approved by the sharcholders
from time to time. Non-cxeculive dircctors are also ¢ligible to participate in the Company’s Employee Option Plan,
Effective | April, 2002 the directors resolved W suspend payment of all non-execulive directors’ fecs,

Derails of remunerution

Details of the nature and amount of each clement of the emoluments of cach director of the Company and cach of the
officers of the Company and the consolidated entity receiving the highest emoluments are set out in the Jollowing Lable:

Non-executive directors of Amerod Resources Limited

Directors’ fees Superannuation Options Total
Name b $ b3 s
IV McGuigan - - - -
IT Khan - - - -
Executive director of Amerod Resources Limited

Casl salary Superannuation Options Total
Name 5 § 5 5
JC Atkinson 139,240 10,800 - 150,040
Hunter Bay Partners Pty Lid . - 270,040 270,000

As il was the case in prior year, John Atkinson assumed certain cxecutive responsibilitics particularly in refation to the
investigation and review of alternative business opportunitics and the capita) restructuring of' the company with the
objective of requoting the Company’s shares on the ASX and was appointed an execulive dircctor on | November 2004,

Messrs McGuigan and Atkinson wre principals of Hunfer Bay Partners Pty Limited and Hunter Bay Services Pty
Limited. Further to the Notice of Extraordinary General Mecting held on 18 February 2005, Hunter Bay Partners Pty Ltd
was issued with 6,000,000 incentive options (exercise price of $(0.25 and an expiring date of 30 November 2008). These
were valued at $270,000 in the Explanatory Memorandum attached to the Notice.

Company Secretary of Amerod Resources Limired

Consulting Fees Superannuation Options Total
Name b 3 5 $
David Franks 18,895 - - 18,895

David Franks’ chartered accounting firm, Franks & Associales Ply Litd, are paid for performing these services. The fees
above are excluding GST (towal of $20,784 including GST).
Service agreements

Remuneration and other terms of emptayment for he Executive Dircetor have not yet been formalised in a service
agreement, however they have been agreed by the Board of Directors. The Board of Direclors will rovisit the
rommunerttion and other terms of emploviment when significant developments within the Company oceur.

Arrangements relating to remuneration currenty in place are sct out below
1.C. Atkinson, KExecufive Director
s Term of agreement ~ medium teem commencing 1 November 2004,

*  Base salary, inclusive of superannoation, for the year ended 30 June 2005 of 310,900 per month, (o be reviewed
annually by the remuncration commitlee, plus motor vehicle aflowance.
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Note 14, Director and executive disclosures (continued)

{2 Franks, Compuany Secretary

*  Term of agreement — 12 months from Febroary 2005

s Retainer of $2,200 (including GST) per month plus $165 (including GST) per hour for work outside scope of
reiainer.

Share-based compensation — options

No options were granted to nor exercised by executive and non-cxecutive directors under the Amerod Resources

Limited Employee Option Plan, details of which are set out in note 16.

Equity instrument disclosures relating to directors and executives

Option and shareholdings

Share and options over ordinary shares in the company held during the financial year by any dircctor of Amerod
Resources Limited or any of the speeitied cxecutives of the consolidated entity, including their personally-related
entities arc oullined helow:

Director Ordinary shares  Options (1) Options (2)

JV MeGuigan 1,330,623 9,500 -

JC Atkinson 1,204,973 70,500 -

IT Khan (3) . ‘ . -

IHunter Bay Partners Pry 1Ltd (4) - . 6,000,000

43 Standard options: 30.25 exercise price, expiring 30 November 2008.

2 6,000,000 performance oplions: $0.40 exercise price, expiring 30 Noverber 2008 held by Hunter Bay Parmers of

which John Atkinson and John McCGuigan are principals, with 3,000,000 vesting where the volume weighted
average share price is above $0.30 for one month and with 3,000,000 vesting where the volume weighted average
share price is above $0.35 for one month.

€} Mr 1T Khan is a director and minarily sharchalder in Techpacific.Com Digital Limited which holds 523,528
Shares. . '
“ Messrs McGuigan and Atkinson are principals of Hunter Bay Pariners Pty Limited.

The numbers of options granted under the Amerod Resources Limited Employeé Option Plan and the terms and
conditions under which they were to be granted are described in note 16. All other transactions relating to shares and
options of the Company were on the same basis as similar transactions with other sharcholders unless specifically noted.

Optian provided us remmneration

Options Granted Options Vested
Name Number Number
Hunter Bay Partner Pty Lid 6,000,000 0

The assessed fair value of the options granted to directors is allocated upon a vesting event, with the amount included in
the remuncration period on granting of the option, as the vesting period is unknown or unceriain. Fair values at grast
date are determined using a Black-Schotes option pricing model that fakes into account the exercise price, the term of
the option, the impact of dilution, the non tradeable nature of the option, the share price ot grant date and the expected
price volatility of the underlying share, the expected dividend yield and the risk fice interest rate for the torm of the
option.

The maodel inputs for options granted during the yenr ended 30 June 2005 included:
»  Options are geanled for no consideration, with no discount attributed as a result of vesting periods
»  Exercise price of $0.25 '
+  Grant date is 18 February 2005, being the date of the Extreordinary General Meeting
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Note 14. Director and executive disclosures (continued)

¢  Expiry date is 30 November 2008

e Share price of grant date of $0.20 )

* Expecled price valatility of the company s shares between 42.9% and 50% depending on the performance
huardles for the respective tranches

e No expected dividend yield

¢ Risk fice interest rate of 5.15%

Option holdings

The numbers of options over shares in the company held during the financial year by cach director of Amerod
Resources Limiled and each of the specified executives of the consolidaied entity, incloding their personally-reluted
enfities, arc set out below.,

Ciranted Vested and
Balance during the vear Balunce Excrcisable
at the starl of i 5 Lyl pttheend of | at the end of
Name the year a5 remuncration the vear the year
Nan-executive direciors of Amerod Resources Limited
1.V. McGuigan bo- - - -
LT, Khan - - - -
Executive direcior of fie consolidated entity
L.C. Atkinson - - - -
Hunter Bay Partners Pty Ltd 0 6,000,000 6,000,000 0

No options are vested and unexcercisable at the end of the yvear.

Share holdings

The numbers of shares in the company held during the financial year by cach director of Amerod Resources Limited and
cach of the specificd exccutives of the consolidated entity, including their personally-relaed oniities, are set out below.

Received during
Balance the year on the | Other changes Balance
at the start of exercise of during the at the end of

Nume the year oplions year the year
Non-executive direcfors of Amerod Resources Limited
1.V. McGuigan 11,475,473 - | (10,144,850} 1,330,623
L.T. Khan - - - -
Executive director of the consolidated entity
1.C. Atkinson 12,100,793 - | (10,805.820) 1,294,973

Other transactions with directors ang specified execntives

Hunter Bay Partners Pty Lid, a dircctor related entity, and Honter Bay Services Pty Limited, a director-related entity,
were paid 344,045 (2004 : $84,370) for the provision of office accommuodation, parking and the use of certain vilice-
refated facilities and services and were paid $17,640 (2004 : $40,000) for the provision of secrctarial services during the

12 months ended 30 June 2005,
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Note 15. Remuneration of auditors

Consolidated

Parent
2005 2004 2008 2004
3 3 3 £

During the year the following scrvices were paid fo
the auditor of the parent entity and its related
practices:
Fees paid to PricewaterhouseCoopers - Australia
Audil and review of linancial reports 26,237 15,000 26,237 15,600
Accounting services 3,520 5,500 3,520 5,500
Tax compliance services - 9,000 - 9,600
Tax advice on gequisitions and group reorganisation - 15,050 - 15,050
Valuation and due ditigence advice - 15,050 - 15,050

The parent entity bears the cost ol the audil for all companies within the group. 1t is the consolidated entity’s policy to

employ PricewaterhouseCouopers on assignments additional to their statutory audit dutics where

PricewaterhouseCoopers’ expertise and experience with the consolideted entity are important. These assignments arc
principally tax advice and due diligence reporting on acquisitions, or where PricewaterhouseCoopers is awarded
assignments on a competitive basis, 1t is the consolidated entity’s policy to seck competitive tenders for all major

consulting projects,

Note 16. Employee entitlements

Consolidated Parent
2005 2004 20058 2004
3 3 $ 5
Employee benefit and related on-costs liabilities
Included in other creditors - - - -
Employee nembers
Average number of employees during the financial year 2 2 2 2

Amerod Resources Limited Employee Option Plan

All full and part-time employees and ofticers and al! directors (cxecutive and non-cxecttive) of the Company and its
controlled entifies or any other entity nominated by the dicectors of the Company are ¢ligible to participate in the plan.
No aptions were granted nor exercised during the year, The number of unissued ordinary shares under aption pursaant

lo the Amerod Resources Limited Employee Option Plan at 30 June 2005 was nil (2004: nil).
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Note 17. Related parties

Directors and specified executives

Disclosures relating to directors and specified executives are sel out in note 14,

Wholly-owned group

The wholly-owned group consists of Amerod Resourees Limited and its wholly-owned controlled entities, Amerod

Exploration Limited, Amerod Holdings Py Ltd, Spike Scrvices Py Limiled and Spike Licenses, Inc.

Other related partics

Agpregate aimount bought o account in relation 1o other transactions with cach class of related parties:

@

Consolidated Parent
2008 2004 2008 2004
§ 5 $ $
Loan repaid to:
Controlled entity - - 478,170 195,000

Ownership interests in related parties

Interests held in controlled entilies is sel out in note 18,

Note 18. Investments in controlled entities

Naine of entity Country of Class of Equity Holding Cost of parent entity's
incorporation share investment
2005 2004 2005 2004
Yo Yo $ %
Spike Services 'ty L.td - Australia Ordinary 160 1040 456,000 450,000
Spike Licenses, [ne. United States Ordinary 100 160 158 155
Amerod Exploration Lud - Australia Ordinary 10¢ - 1,931,817 -
- Amerod Holdings Pty Australia Ordinary 100 - - -
Lid

. Shares in controlled entities — at cost 2,381,972 450,158
Less: provision for write down to recoverable amount (155) (155)
Shares in controlled entities — al recoverable amount 2,381,817 450,000

Acquisition of controlled entity

On |8 Febraary 2005 the parent entity acquired 100% of the issued share capital of Amerod Exploration Limited
(formerly Anterod Resources Limited) for $1,931,817. The Company acquired the company Amerod FExplocation
Limited (formerly Amered Resources Limited) for the issue of 7,000,000 ordinary shares at $0.20, 7,000,000 options
excreisable at $0.25 expiring 30 November 2008 and 6,000,000 options exercisable at $0.40 expiring 30 Nevember

2008,

The operating results of this newly controlled entity have been included in the consolidated statement of financial

performance since the date of acquisition.
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Note 18. Investments in controlled entities (continued)

Details of the acquisition are as follows:

3
Fair value of identifiable nei asseis of controbied entity acquired
Cash 3,150
Plant and cquipment -
Exploration asscls 03,872
Trade creditors (99,143}
(2,121)
Less: Outside equity interests -
(2,121}
Deferred exploration expenditure 1,933,938
Consideration through issuc of 7,000,000 shares st $0.20 ecach, 7,000,000 options
excercisahle af 25 cents and 6,000,000 perfomnee options exercisable ot 40 cents. 1,931,817
Ouflow of cash o acquire controlled entity, net of cash acyuired:
Cash consideration -
Add: Cash acquired 3,150
Inflow of cash 3,150
Note 19. Segment Information
‘The Company operated in a single business segment, being exploration mining company in one geographical arca
during the year, being Australia.
Note 20. Earnings per share
Consolidated
2004
Cents
Basic and diluted carnings per share (0.4)

Weighted avernge number (post consolidation) of
ordinary shares outstanding during the year used in

the caleulation of basic and diluted carnings per share 15,974,279 111,823,925

As there are no amounts unpaid on ordinary shares or any reduction arising from the exercise of options outstanding
during the financial year, no adjusunent is necessary in the determination of diluted eamnings per share.

Information concerning the classification of securities

Options

The oplions issued to sharehelders and related partics are considered to be potential ordinary shares and have been
considered in the determination of diluted camings per share. These options do nof have a dilutive cffect on camings
per share, therefore diluted carings per share is not materislly different from basic carnings per share. [wefails relating
10 Lhe options are set out innote 11,
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Note 21. Reconciliation of (loss) from ordinary activities after income tax to net
cash outflow from operating activities

Consolidated Parent
2005 2004 2008 2004
3 i by 5
Operating (loss) after income tax {488,799) (412,024) {500,240} (424,807)
Depreciation and amortisation 8,578 2,730 8,531 2,730
Reversal of provision for closure {200,000) - (260,000) -
Change in operating assets and liabilities, net of
eflects frem purchase of controlled entity
(Increase) in other operating assets - (1,257) - {307)
(Increase) in other reccivables (5.804) - (5,804) -
Increase / {(decrease) in trade and other ereditors (68,975) (424) 29,468 (424)
Net cash (outflow) from operating activitics {755,000) (410,975} {668,045) (422,808)

Neon cash flow transactions

On 8 March 2005, the Company acquired Amerod Exploration Limited {formeely Amerod Resources Limited) for a
totat of 1,931,817 in ordinary shares, ordinary options and performance oplions.

Note 22. Commitments for expenditure

Iny order to maintain an interest in the mining and exploration tenements in which the consolidated entity is involved, the
consolidated entity is committed to meet the conditions under which the tenements were granted and the obligations of
any joint venture agreements. The timing and amount of exploration expenditure commitments and obligations of the
consolidated entity are subject to the minimum expenditure commitments required by the celevant state department of
Minerals and Energy. and may vary signiticantly from ihe forecast based upon the results of the work performed which
will determine the prospectivity of the relevant area of inierest.

fa}  Exploration Work

The company has cerlain obligations to perfonm minimum exploration work and expend minimum zmounts of mancy on
its mining tenements. Obligations for the next 12 months are expected to amount o $61,130 (2004: 30). No estimate
has been given of expenditure commitments beyond 12 months as this is dependent on the directors” ongoing
assessiment of operadions and, in cerlain instances, Native Title negotiations.

I Junc 1992 the High Court of Australia held in the Mabo case that the common law of Australia recognises a form of
native title. The full inypact that the Mabo decision may have on lenements hedd by the Company

is not yet known. The Company is aware of native title claims that have been lodged with the National Native Title
Tribunal ("the Tribunal"} over several areas in Western Australia in which the Company helds

inlerests. The nalive title claims have been accepted by the Tribunal for determination under seetion 63{1) of the Native
Title Act 1993 {Commonwealih).
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Note 23. Impact of adopting Australian equivalents to IFRS

The Australian Accounting Standards Board (AASB) is adepting International Financial Reporting Standards ([IFRS) for
application Lo reporting periods beginning on or afler | Janvary 2005, The AASB has issucd Auvstrlian equivalents o
IFRS (AIFRS), and the Urgent Issues CGroup has issued interpretations corresponding to TASB interpretations originated
by the lnternational Financial Reporting Lnterprefations Commities or the former Standing [nterpretations Committee.
The adoption of AIFRS will be first reflected in the consolidated eniity’s financial statements for the half-vear ending 31
December 2005 and the year ending 30 June 2006.

Entities complying with AIFRS for the first time will be requiced to restate their comparative financial statements Lo
amounts reflecting the application of AIFRS {o thal comparative period.  Most adjustments required on transition to
ATFRS will be made, retrospectively, against opening retained enmings as at 1 July 2004,

The Board has appointed the Ixccutive Director fo manage the transition to AIFRS. The Executive Director hos
analysed all of the AIFRS and has identificd the accounting policy changes that will be required. In some cases choices
of accounting policics are available, including clective exemptions under Accounling $tandard AASB 1 Firse-itme
Adoption of Ausiralian Lguivalents to International Financlal Reporting Standards. These choices have been analysed
to determing the most appropriate accounting policy for the consolidaied entity.

The known or reliably estimable impacts on the financial report for the year ended 30 June 2005 had it been preparcd
using AIFRS are set out below, No material impacts are expected in relation to the statement of cash flows,

Although the adjustments disclosed in this nole are based on management’s best knowledge of expected standards and
interpretations, and current facts and circumstances, these may chimge. For example, amended or additional standards
or interpretations may be issucd by the AASB and the 1AS3. Therefore, until the company preparcs its fiest full AIFRS
financial statements, the possibility cennot be excluded that the acecompanying disclosures may have to be adjusted.

(a) [Income tax

Under AASB 112 fncome Teves, deferred tax bakances are determined using (he balance shect method which calculates
temporary differences based on the carrying amounts of an entity’'s assets and liabilitics in the sttement of financial
position and their associated 1ax bases. In addition, current snd deferred taxes atributable to amounis recognised
dircetly in equity sre also recognised directly in equity.

This will resull in a change to the current accounting policy, under which deferred tox balances are determined wsing
the income statement method, items are only tax-cfTected if they are included in the determination of pre-tax accounting
profit or loss und/or taxuble income or foss snd current and deferred faxes cannot be recognised directly in equity.

If the policy required by AASEB 112 had been applied during the year ended 30 June 2005 tliere would be no significan
differences o the consolidated or parent entity statement of financial performance or statement of finaneial position.

Tax Consvitdation legisiation

Under UIG 1052 Tax Consolidation Accounting, Amerod, as the head entity in the tax consolidated group, will be
reyuired to recognise the current tax payvable of the lax consolidated subsidiaries and deferred tax assets relating to tax
losses of these subsidiaries. The net difference between these amounts and amounts reccivable or payable under lax
funding agreements will result in equily contributions or distributions being recognised in the head entity and oiher
members of the tax consolidated group.

The parent entity’s own tax amounts will be measured using one of the acecpiable allocation methods in ULG 1052.

This differs from the current sccounting policy, under which the parent eatity recognises cureent and deferred tax
amounts relating 1o transactions, cvents and balances of the tax consolidated subsidiaries as if those transactions, cvents
and balances were its own, and imcasares 1S own tax amounts by applying the principles in AASB 1020, Management
has not completed ils assessmenlt of the eflects of the head entity adopting this standard. The consolidated tax balances
will pot be impacted as a result of UG 1052,
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Note 23. Impact of adopting Australian equivalents to IFRS (continued)

(b} Equity-based compensation benefits

Under AASB 2 Share bascd Mayments, from 1 July 2004 the company is required to recognise an cxpense for those
options that were issued to employees under the Amerod Employee Option Plan and 1o other partics in cxchange for
services after 7 November 2002 but that had not vested by | January 2005,

This will result in a change to the current aceounting policy under which no expense is recognised for equity-based
compensation.

If the policy required by AASD 2 had been applicd during the year ended 30 June 2005, consolidated and parent entity
accunulated lasses at 30 June 2005 would have been $270,000 higher, with 2 corresponding increase in the share-bascd
payment reserve. For the year ended 30 Junce 2005, the consolidated and parent entity external advisory fees cxpense
wauld have been 3270,006 higher.

{c) Exploration

AASB 6 Exploration for and evaluation of mineral resources was released in December 2004 and will supersede the
existing AASB 1022 decounting for the extractive industries. The primary difference in the new standard is that it
applies oaly to exploration and evaluation expenditure. The differences between these two standards will not impact the
Company.
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Directors’ Declaration

The directors declore that the financial statements and notes set out on pages 15 o 38:

In the directors’ opinion:

(a}  the financial staiements and notes set out on pages 15 10 38 are in accerdance with the Corporations
Act 2001, including:
(i) complying with Aceounting Standards, the Corporations Regulations 2007 and other
mandatory professional reporting requirements; and
(i)  giving a true and fair view of the Company s and consolidated entity’s financial position as at
30 June 2005 ond of their performance, as represented by the results of their operations and
their cash flows, for the financial year ended on that date; and

(b}  there are reasonable grounds to believe that the Company will be able to pay its debts as and when
they become due and payable,

The dircctors have been given the declarations by (he Exceutive Director required by Section 295A of the
Corporations Act 2001.

This declaration is made in accordance with a resolution of the directors,

Sydney
23 Scptember 2005

K}
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PricewaterhouseCoopers
ABN 52 780 433 757

Darling Park Tower 2
201 Sussex Street

Independent audit report to the members of GPO BOX 2650
SYDNEY NSW 1171

Amerod Resources Limited , gﬂ;liydney
WWW.pWC.Com/au

Telephone +61 2 8266 0000
Facsimile +61 2 8266 9999

Audit opinion
In our opinion, the financial report of Amerod Resources Limited:

e gives a true and fair view, as required by the Corporations Aer 2001 in Australia, of the
financial position of Amerod Resources Limited and the Amerod Resources Group
(defined below) as at 30 June 2005, and of their performance for the year ended on that

. date, and

* s presented in accordance with the Corporations Act 2001, Accounting Standards and
other mandatory financial reporting requirements in Australia, and the Corporations
Regulations 2001,

This opinion must be read in conjunction with the rest of our audit report.

Scope

The financial report and directors’ responsibility

The financial report. comprises the statement of financial position, statement of financial
performance, statement of cash flows, accompanying notes to the financial statements, and the
directors’ declaration for both Amerod Resources Limited (the company) and the Amerod
Resources Group (the consolidated entity), for the year ended 30 June 2005, The consolidated
entity comprises both the company and the entities it controlied during that 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 responsibility for
the maintenance of adequate accounting records and internal controls that are designed to prevent

. and detect fraud and error, and for the accounting policies and accounting estimates inherent in the
financial report.

Audit approach

We conducted an independent audit in order to express an opinion to the members of the company.
Qur audit was conducted in accordance with Australian Auditing Standards, in order to provide
reasonable assurance as to whether the financial report is free of material misstatement. The nature
of an audit is influenced by factors such as the use of professional Judgement selective testing, the
inherent limitations of interna! control, and the availability of persuasive rather than conclusive
evidence. Therefore, an audit cannot guarantee that all material misstatements have been detected.
For further-explanation of an audit, visit our website

http://www. pwe.com/au/financialstatementaudit.

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

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

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

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

Our procedures include reading the other information in the Annual Report to determine whether it
contains any material inconsistencies with the financial report,

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

Our audit did not involve an analysis of the prudence of business decisions made by directors or
management. :

Independence

In conducting our audit, we-followed applicable independence requirements of Australian
professional ethical pronouncements and the Corporations Act 2001.

PricewaterhouseCoopers

S ne

BK Hunter ' Sydney
Partner : 23 September 2005
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Shareholder information

The sharcholder information set out below was applicable as at 12 Ociober 2005.
A. Distribotion of equity securities

Analysis of numbers of equity sceurity holders by size of holding:

Ordinary shares Options (1) Options (2) Options (3)
| - 1,000 1,701 - - -
1,601 - 5,000 152 280 - -
5,000 - 10,060 153 24 - -
10,001 - 100,000 73 25 - -
100,001 & over 29 13 1 1

2,108 342 1 1
Issue price of Number under option
Expiry date Shares
{1} 30 November 2008 25.0 cents 16,012,000
{2)30 Noveber 2008 25.0 cents 6,000,000
{3} 30 November 2008 40.0 cents 6,000,000

There were 1,636 holders of fess than a marketable parcel of ordinary shares.
. Equity security holders

Twenty largest guoted equity security holders

The names of the (wenty largest bolders of quoled equity securitics are listed below:

Ordinary Shares

Name Percentage of
- Number held issued shares

Nationa) Nominees Limited 22,354,544 58.5%
Arthor Phillip Nominees Py Ltd 1,903,170 5.0%
Amanda Poole 1,250,000 13%
Arthar Phillip Pty 1.4d 995,741 2.6%
Citicorp Nominees Pty Limited 670,921 1.7%
Sanjur Pty Limited ) 633,183 1.7%
Craig fan Burton 300,000 1.3%
Willism Brownlic Fairweather 500,000 1.3%
Greateily Corporation Pty [Lid 500,000 1.3%
Nomial Pty Lad 500,000 1.3%
Donal Paul Windrim 500,000 1.3%
Matko Investments Pty Limited 481.090 1.2%
Merrill Lynch (Australiny Nominees Pty Ltd 332,684 0.8%
Financing Solutions Pty Ltd 250,000 0.7%
Jlaxhy Pty Ltd 250,000 0.7%
Alan Douglas Hopwood 250,000 0.7%
Enterlainment Merketing Enterprise Pty Ltd 225,000 0.6%
Pontego Investments Sole Establishment 220,060 0.6%
ANZ Nominees Limited . 216,722 0.6%
DN Pry Limited 207,000 0.6%
Reilav Pry Lid 200,000 0.5%
32,940,055 86.3%
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Shareholder information (continued)

Unguoted equity securily

Number on issuc
Number of holders

Greuater than 20% Holders
Tuwrus Advisory Greup LLC
Arthur Phillip Nominees Pty Lid
Hunter Bay Pariners Pty L.id

Expiry date
{1} 30 November 2008
{230 November 2008
(31 30 November 2008

C. Substantial shareholders

Options (1) Options (2) Options (3)
16,012,000 6,004,000 6,000,000
342 1 1
6,875,000 - -

- 6,000,000 -

- - 6,000,000

Issue price of
Shares
25.0 cents
25.0 cents
40.0 cents

Substantial shareholders in the company are set out below:

Name
Taurus Advisory Group LL.C

Arthur Phillip Nominees Pty Ld

F. Voting rights

Number held
22,154,544
1,903,170

The voting rights attaching to each class of equily scearilies are set out below:

(a) Ordinary shares

Number under option

16,012,000
6,000,000
6,800,000

Peréentsge
58.5%
5.0%

Subject to any rights or restrictions for the ime being attached (o any class of shares, at a meeling of
sharcholders cach sharcholder entitied to vote may vote in porson or by proxy or attorney or, being a
corporation, by representative duly suthorised under the Corporations Law, and has one vote on 2 show of
hands and one vote per folly paid share on a poll.

{by Optious
No voling rights.
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Information and services

Registered Offtce

Level 5, Grafton Bond Building, 201 Kent Steet, Sydney  NSW 2000 Telephone: {(02) 9251 1311 Facsimile:
((2) 9251 1638 .

Shure Registry / Principal Register

Computershare Investor Services Py Limited, Level 3, 60 Carrington Street, Sydney  NSW 2000 Telephone
(02) 8234 5222 Facsimile (02) 8234 5050

Compuany Secretary

David Franks

Auditor

PricewaterhouscCoopers, Darling Park Tower 2, 201 Sussex Sueet, Sydney NSW 2000
Solicitors

Baker & MeKenzie, AMP Centre, 5¢ Bridge Strect, Sydney NSW 2000
Sicinpreis Paganin, Level 4, Next Building, 16 Milligan Street, Perth WA 6000

Bankers

Commonwealth Bank, 48 Martin Place, Sydney NSW 2000
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