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Directors’ Report

Your Directors submit their report for the year ended 31 December 2009.

DIRECTORS

The names and details of the Company’s Directors in office during the financial year and until the date of
this report are as follows. Directors were in office for this entire period unless otherwise stated.

BRIAN PHILLIPS, AWASM-Mining, FAusIMM, MIMMM.
Chairman, Non-Executive

Appointed as a Director of the Company on 1 April 2005, Mr Phillips was appointed Non-Executive
Chairman of the Company on 21 April 2005 and also serves as a member of the Audit Committee.

Mr Phillips is a mining engineer with over 40 years experience in the mining industry. He worked for the
Goldfields Group in Tasmania, the United Kingdom and Western Australia. In 1981, he joined Metals
Exploration Limited and served as an executive director of Metals Exploration, North Kalgurli Mines
Limited and Gold Mines of Kalgoorlie Limited. Mr Phillips joined MPI Mines Limited in 1992 and was
managing director from October 2002 until December 2004, followed by two years as chairman of
Leviathan Resources Limited. Mr Phillips is a past president of the Victorian Chamber of Mines (now the
Minerals Council of Australia — Victorian division).

During the past three years, Mr Phillips has served as a director of the following other listed companies:

- Tawana Resources NL (from April 2005 to July 2009)

- Panoramic Resources Limited (previously Sally Malay Mining Limited) (since March 2007)
- Perseverance Corporation Limited (from January 2007 to February 2008)

- Leviathan Resources Limited (from November 2004 to January 2007)

- Rex Minerals Limited (since February 2010)

RICHARD LAUFMANN, BEng (Mining), MAusIMM, MAICD.
Chief Executive Officer and Managing Director

Appointed as Chief Executive Officer and Managing Director (CEO/MD) on 13 June 2007, Mr Laufmann
was previously a non-executive director following his original appointment on 1 May 2003.

From August 2002 to March 2007, he was the chief executive officer and managing director of Ballarat
Goldfields NL. Mr Laufmann is a non-executive director of Rex Minerals Limited and he is a past
chairman of the state council of the Minerals Council of Australia — Victorian division. From 1989 to 2001,
Mr Laufmann worked for Western Mining Corporation (WMC) and held a number of managerial positions,
including manager-mining at Kambalda nickel operations, general manager — St Ives and general
manager — gold operations. In 1996 to 1997, Mr Laufmann was project study manager for WMC at the
Tampakan Project. Mr Laufmann was appointed as Indophil’s nominated Director on the Sagittarius
Mines Inc. Board in February 2009.

During the past three years, Mr Laufmann has served as a director of the following other listed
companies:

- Ballarat Goldfields NL (sold to Lihir Gold Limited) (from August 2002 to March 2007)
- Rex Minerals Limited (since September 2007)



Directors’ Report (continued)

TONY ROBBINS, BSc (Hons), MSc, MAusIMM, MIMMM, FAAG
Director, Non-Executive

Appointed as a Non-Executive Director of the Company on 1 July 2007, Mr Robbins was previously the
managing director until 30 June 2007.

Mr Robbins is a geologist/geochemist with over 40 years experience in the mining industry and has lived
or worked in the South East Asia mining community for 20 years. From 1968 to 1996, Mr Robbins worked
for WMC where he held a number of senior positions including operations manager, exploration manager
— Eastern Australia and exploration manager — South East Asia/Pacific region and in his last position, he
managed the exploration program and the team that discovered the Tampakan Project. Mr Robbins was
also involved in the discoveries of the Benambra copper deposit, Junction, Redeemer and Yandan gold
deposits, Edwin nickel deposit and Olympic Dam. He is a past president of the Philippine Mineral
Exploration Association and is a member of the board of the Philippine Chamber of Mines. Mr Robbins is
Indophil's representative in South East Asia and was Indophil’s nominated director on the Sagittarius
Mines Inc. Board until February 2009.

During the past three years, Mr Robbins has not served as a director of any other listed company.

KYLE WIGHTMAN, BComm, MBA, FAICD, CFTP (Snr)
Director, Non-Executive

Appointed as a Non-Executive Director of the Company on 8 December 2006, Mr Wightman also serves
as Chairman of the Audit Committee.

Mr Wightman is an economist, financier and business consultant with over 40 years experience,
particularly relating to the feasibility, development and financing of major projects and investments. Mr
Wightman has held a number of senior roles, including positions in CRA Limited (now Rio Tinto Limited)
as treasurer — AM&S and treasurer-projects, in both Chase Manhattan Bank Australasia and Australia
and New Zealand Banking Group Limited as head of project & structured finance, and in
PricewaterhouseCoopers as director-projects. Mr Wightman now advises private and public sector clients
on major projects through his own company, Tait Capital Pty Ltd. Mr Wightman has been involved in the
development and financing of a number of major projects, including Argyle Diamonds, Tarong Coal,
Mount Channar Iron Ore, Misima Gold, Energy Developments Ltd, Melbourne City Link and the Loy Yang
A Power Privatization. Mr Wightman is a Non-Executive Director and Chairman of the audit and finance
committee of lvanhoe Australia Limited.

During the past three years, Mr Wightman has served as a director of the following other listed company:

- Ivanhoe Australia Limited (since July 2008)

COMPANY SECRETARY

Anita Krauser — MAcc; CFTP

Ms Krauser is a qualified accountant with over 15 years experience and was appointed Company
Secretary on 7 November 2008.



Directors’ Report (continued)

INTEREST IN THE SHARES AND OPTIONS OF THE COMPANY

As at the date of this report, interests of the Directors in the shares and options of Indophil Resources NL
(the Company) were:
Number of Options

Number of over Ordinary
Director Ordinary Shares Shares
B Phillips W 100,000 1,000,000
R Laufmann 316,750 -
T Robbins 1,171,750 2,500,000
K Wightman 50,000 250,000
Note:

(1) Mr Laufmann also holds $1,350,000 of Performance Rights (see page 12 for further details).

DIRECTORS’ MEETINGS

The number of meetings of Directors (including meetings of committees of Directors) held during the
year were as follows:

No. of meetings No. of meetings
Board or committee this year previous period
Full Board 8 18
Audit 2 2

Audit Committee members

K Wightman (Chairman)
B Phillips

The attendance of Directors at the meetings of the Board of Directors and Board of Directors’
Committees during the year was as follows:

Board Audit Committee
Director Meeting @ Meeting
B Phillips 8 2
R Laufmann 8
T Robbins 8 -
K Wightman 8 2
Note:

(1) All directors were eligible to attend all meetings held.



Directors’ Report (continued)

DIVIDENDS

No dividends have been paid, declared or proposed by the Board of Directors since the end of the
previous financial year.

PRINCIPAL ACTIVITIES

The Company is a mining exploration company focusing on exploration and development of gold and
copper-gold opportunities in South East Asia. The Company is a joint venture partner in the world-class
Tampakan Copper-Gold Project (Tampakan Project) in the southern Philippines.

The Company has other exploration interests in the Philippines and continues to advance existing
exploration programs apart from the Tampakan Project.

REVIEW OF OPERATIONS

During the year, the Company continued to fund its 34.23% share of the exploration, feasibility and
development expenditure on the Tampakan Project, through 100% owner, Sagittarius Mines Inc. (SMI).
Xstrata Copper (Xstrata) (62.5% owner of SMI), on behalf of the operator SMI, manages the technical
studies for the Tampakan Project. The Indophil Group increased its share in SMI to 37.5% just prior to the
reporting date and held beneficial ownership over the additional 3.27%. Following Philippine Regulatory
approvals obtained in January 2010, the shares have since been registered in the name of Indophil
Resources Phils Inc. (IRPI).

Extended Pre-Feasibility Study (XPFS)

SMI completed the XPFS of which the study outcomes were announced to the market on 22 April 2009.
The study results, which remain subject to confirmation within the Final Feasibility Study (FFS), showed
significant improvements over the Pre-Feasibility Study completed in September 2006, including annual
production and cash cost estimates.

These preliminary outcomes are summarised below:

- An annual average copper production of 340,000 tonnes per annum and 350,000 ounces per annum
of gold; based on a 20 year operation.

- Open pit mining with land-based waste rock and tailings storage.

- Mill recovery rates of 83-90% for copper and 60-80% for gold, with a copper concentrate grade of
34-37%.

- An initial stage one capital outlay of US$5.2 billion, including provision for associated infrastructure
and a contingency of more than US$800 million.

Final Feasibility Study (FFS)

SMI's shareholders formally approved the commencement of the US$74m FFS on 26 June 2009,
followed by the appointment of Bechtel International, Inc. (Bechtel), a leading engineering and
construction group, to lead the FFS.

The FFS is expected to be submitted to the Philippines Government in the second quarter of 2010.
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REVIEW OF OPERATIONS (continued)
Mineral Resource Upgrade

Xstrata announced a Resource Upgrade on 20 October 2009 for the Tampakan Project, a summary
which includes:

- Anincrease in the mineral resource estimate from 2.2 billion tonnes (Bt) to 2.4Bt.

- An increase in the all-important Measured tonnes category, from 620 million tonnes (Mt) to 780Mt,
thereby improving confidence levels.

- Contained copper up from 12.8Mt to 13.5Mt, and contained gold up from 15.2 million ounces (Mozs)
to 15.5Mozs.

- Significant upside for growth and new discovery in the project area.

Alsons Corporation - Acceleration Agreement increases stake in Tampakan to 37.5%

On 26 October 2009, the Company and Alsons entered into an amended Memorandum of Agreement as
follows:

- A trigger for the Company to accelerate the milestones, should the Company receive an acceptable
third party proposal to purchase its Tampakan interest (or the Company).

- The cash consideration payable would be waived (leaving only the 25.900m share consideration
payable) in return for the Company continuing to fund Alsons’ share of the project.

Takeover Bid

On 1 December 2009, the Board unanimously recommended a takeover bid from Zijin Mining Group Co.,
Ltd. With the consent of Alsons, this immediately triggered the remaining milestones for the Company to
increase its stake in SMI to 37.5%. On 21 December 2009, 25.900m Indophil Shares were issued to
Alsons in consideration for its additional stake of 3.27% in SMI. At the reporting date, the Company was
awaiting registration of the transfer of shares which were subject to Philippine regulatory approval.
Approval has since been obtained and the shares were registered in the name of IRPI on 12 February
2010, as announced to the market.

Non-Tampakan Exploration

The Group acquired beneficial ownership of the Itogon Gold Project in northern Luzon (the Philippines)
during the period. At the date of this report the Group is awaiting Philippine Regulatory Approvals to
finalise the transaction.

The Group continued working on its other exploration programs with the focus being on the Balatoc
(Northern Luzon), Central Mindanao and Manat (Eastern Mindanao) properties.

S&P/ASX 300

On 4 September 2009, Standard & Poor’s announced its quarterly rebalance of indices with the inclusion
of Indophil entering the S&P/ASX 300.
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REVIEW OF OPERATIONS (continued)
Operating results for the year
The Group recorded a net loss after tax of $10.586m (2008: $14.837m) for the year.

This movement resulted predominantly from:

(i) Corporate costs incurred during the year of $8.390m (2008: $12.449m) related to strategic corporate
activity undertaken (refer summary of corporate and operational events).

(i) Share of (profit)/loss from associate of ($0.058m) (2008: $2.786m) for the year.

As at 31 December 2009, the Group held $36.059m (2008: $76.586m) in cash balances.

A detailed review of operations is presented in the full annual report.

Corporate Activity

During the year, the Company continued to pursue various options in order to optimise value for
shareholders. The Company, together with its corporate advisors, ran a rigorous sale process in relation
to its major asset, its interest in the Tampakan Project, and the Company entered into a number of
confidentiality deeds with high calibre parties. A data room was then accessed by these parties.

Arising from this process, on 1 December 2009, both the Company and Zijin Mining Group Co., Ltd (Zijin)
announced the agreed terms of a takeover offer by Zzijin for the Company. The Indophil Board
unanimously recommended the $1.28 per share cash takeover offer, in the absence of a superior
proposal, valuing Indophil at approximately $545m.

Both the Bidder's Statement and the Target's Statement were lodged on 23 December 2009 and mailed
to shareholders on 18 January 2010.

The Zijin offer opened on 18 January 2010 and now closes (unless extended) at 7pm (AEST) on 16 April
2010. At the date of this report, two of the key bid conditions had been fulfilled; namely:

- Foreign Investment Review Board (FIRB) approval granted.

- Alsons’ 3.27% stake in SMI has been transferred into the name of IRPI.

The number of shares in which Zijin hold a relevant interest at the date of this report is 132,670,177

(31.66%). This does not include acceptances under the Institutional Acceptance Facility of 41,248,421
(9.84%) received to date.
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(continued)

REVIEW OF OPERATIONS (continued)

Summary of Corporate and Operational Events

Date

Event

19 February 2009

Indophil announces preliminary results from the Xstrata Copper-managed
Extended Pre-Feasibility Study.

20 April 2009

Indophil holds its Annual General Meeting.

22 April 2009

Indophil receives and reviews the completed Extended Pre-Feasibility Study,
confirming the world-class, low-cost and long-life nature of the Tampakan deposit.

26 June 2009

The Tampakan Project receives the formal go-ahead from its joint venture partners
for commencement of the Final Feasibility Study. At the same time, Indophil begins
signing Confidentiality Agreements and opens a data room as part of the sale
process for Indophil’'s share of the project.

20 October 2009

Xstrata Copper announces an upgraded mineral resource for the Tampakan
Project — up from 2.2 billion tonnes (Bt) to 2.4Bt, containing 13.5 million tonnes of
copper and 15.8 million ounces of gold at a 0.3% Copper cut-off grade.

26 October 2009

Indophil and Alsons’ Corporation reach agreement by which Indophil may
accelerate the pace at which it acquires a further 3.27% of the Tampakan Project,
lifting Indophil’s stake to 37.50%.

1 December 2009

Indophil agrees terms with Zijin, China’s largest gold producer and third largest
copper producer, for a recommended takeover offer of Indophil for $1.28 per
share, valuing Indophil at approximately $545 million.

21 December 2009

In finalising the Indophil-Alsons’ acceleration agreement, Indophil issues 25.900m
Indophil shares to Alsons as consideration for acquisition of Alsons’ 3.27% interest
in SMI, the holder of the Tampakan Project.

23 December 2009

Zijin's Bidder’s Statement and Indophil's Target's Statement lodged with ASIC and
various stock exchanges.

8 January 2010 Zijin advises that its takeover offer for Indophil has been approved by the
Australian Government’'s Federal Treasurer on recommendation from the Foreign
Investment Review Board (FIRB).

18 January 2010 The offer opened on 18 January 2010. Zijin’s Bidder's Statement and Indophil’s

Target’'s Statement dispatched for consideration by shareholders.

12 February 2010

Zijin declares that the condition of its takeover offer relating to the completion of
the acquisition of all of Alsons Corporation’s shares in SMI has been fulfilled.

10 March 2010

Zijin extends the offer period from 19 March 2010 to 7pm (Melbourne time) on
16 April 2010.
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SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

The Company increased its stake in SMI from 34.23% to 37.50%. Refer Review of Operations for further
detail.

SIGNIFICANT EVENTS AFTER BALANCE DATE

The Zijin takeover Offer opened on 18 January 2010, with relevant interest acceptance levels of 31.66%
at the date of this report. This does not include the Institutional Acceptance Facility of 9.84% received to
date. The bid is scheduled to close on 16 April 2010.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

Completion of the SMI FFS ahead of formal submission to the Department of Environmental and Natural
Resources in the Philippines in the second quarter 2010.

Completion of the Zijin takeover bid which is scheduled to close 16 April, 2010.

ENVIRONMENTAL REGULATION AND PERFORMANCE

The environmental obligations of the Company and its controlled entities arise primarily from exploration
and evaluation activities at its various project sites in the Philippines. The policies of the Company require
management and employees to, as a minimum, meet environmental performance standards required by
law in the Philippines.

There have been no significant known breaches of standards or regulations of environmental agencies in
Australia and the Philippines as at the date of this report.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFI CERS

The Company has entered into agreements to indemnify the Directors, Officers and the Company
Secretary named in this report against all liabilities to persons (other than the Company), which arise out
of the performance of their normal duties as Directors, Officers or the Company Secretary unless the
liability relates to conduct involving a lack of good faith or is otherwise prohibited by law. The Company
has agreed to indemnify the Directors, Officers and the Company Secretary against all costs and
expenses incurred in defending an action that falls within the scope of the indemnity and any resulting
payments.

In accordance with common commercial practice, the insurance policy prohibits disclosure of the nature
of the liability insured against and the amount of the premium.
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SHARE OPTIONS
Unissued Shares

At the reporting date and the date of this report, there were 5,350,000 unissued ordinary shares under
options. Refer to the Remuneration Report for further details of the options outstanding.

Option holders do not have any right, by virtue of the option, to participate in any share issue of the
Company or any related body corporate.

Shares Issued as a result of the exercise of Option s

During the financial year, there were no options exercised by employees or Executives.

ROUNDING

The amounts contained in this report and in the Financial Report have been rounded to the nearest
$1,000 (where rounding is applicable) under the option available to the Company under ASIC Class
Order CO 98/0100. The Company is an entity to which the Class Order applies.
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REMUNERATION REPORT

This Remuneration Report outlines the Director and Executive remuneration arrangements of the
Company and the Group in accordance with the requirements of the Corporations Act 2001 and its
Regulations. The disclosures in the Remuneration Report have been audited.

For the purpose of this report, Key Management Personnel (KMP) of the Company are defined as those
persons having authority and responsibility for planning, directing and controlling the major activities of
the Company and the Group, directly or indirectly, including any Director (whether Executive or otherwise)
of the Company, and includes the five Executives in the Company and the Group receiving the highest
remuneration. For the purposes of this report, the term ‘Executive’ encompasses the Chief Executive
Officer and Managing Director (CEO/MD) and other Executives of the Company. For further details of
KMP, refer to Note 26(a) in the Financial Report.

Key Management Personnel

0] Chief Executive Officer and Managing Director
R Laufmann

(i)  Other Executives

A Krauser Chief Financial Officer and Company Secretary

S Caithness General Manager - Exploration and Business Development
G Collery Manager - Corporate Affairs

R Mirfield Senior Manager - Technical

(i)  Non-Executive Directors

B Phillips Chairman
T Robbins
K Wightman

Remuneration Structure

The Board assesses the appropriateness of the nature and amount of remuneration of Directors on a
discretionary basis and Executives on a periodic basis by reference to relevant employment market
conditions. The Board’s aim is to ensure that remuneration packages properly reflect each person’s
duties and responsibilities, and that the Company remains competitive in attracting, retaining and
motivating people of the highest calibre.

Non-Executive Director Remuneration

The Board seeks to set aggregate remuneration at a level that provides the Company with the ability to
attract and retain Directors of the highest calibre, whilst incurring a cost that is acceptable to
shareholders.

Fees paid to Non-Executive Directors reflect the demands that are made on, and responsibilities of, Non-
Executive Directors in discharging their duties. The fees are fixed and no remuneration is tied to the
Company’'s performance. Each Non-Executive Director receives a fee for being a Director of the
Company. No additional fee is paid for each Board committee on which a Director sits.

Each Non-Executive Director other than the Chairman receives a base fee of $55,000 per annum and a
9% superannuation contribution for being a Director of the Group. Directors are also entitled to be
reimbursed for all business related expenses, including travel on company business as may be incurred
on the discharge of their duties. Such reimbursements are not included in the remuneration cap.

The base fee for the Chairman is $150,000 per annum and a 9% superannuation contribution plus life
insurance coverage.

Each Non-Executive Director was entitled to participate in the Option Plan, which ceased in May 2007.
10
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REMUNERATION REPORT (continued)
Executive and Executive Director Remuneration
The remuneration structure for Executives and Executive Directors consists of the following components:

- fixed annual reward; and

- long-term incentives.
0] Fixed Annual Reward

Fixed Remuneration refers to agreed base salary plus associated benefits. This also includes life
insurance coverage and statutory benefits such as superannuation, annual and sick leave. Fixed
Remuneration is benchmarked annually against industry and job role comparator groups. Individual
performance will influence the changes in Fixed Remuneration.

(i)  Long-term Incentives (LTI)

The objective of long-term incentives is to encourage Executive performance to deliver sustained
shareholder value.

(@ Indophil Employee Share Plan

The Indophil Employee Share Plan (ESP) has been implemented to directly align Executives’ and
shareholders’ interests. The ESP involves the issue of shares in the Company.

Under the terms of the ESP, an initial share allocation may be made after completion of a qualifying
period of 12 months. The Company has adopted a four year vesting period for shares issued under the
ESP as follows:

Year 1 - 25%
Year 2 - 25%
Year 3 - 25%
Year 4 - 25%

Under the ESP, an interest free non-recourse loan is made to the Executives to fund the acquisition of
shares in the Company.

Dividends are required to be applied to the loan reduction and the loan balance must be paid out from
any share sale proceeds. If the loan balance is not retired, the Executive is unable to receive any benefit
from the shares. Generally if an Executive leaves the Company prior to the vesting of shares, then the
unvested shares are forfeited and the loans are forgiven. The Company has not issued any shares under
the ESP to KMP during 2009.

(b)  Indophil Option Plan

The Company has not issued any options under the Indophil Option Plan (Option Plan) since 1 May 2007.
Under the existing Option Plan, options granted to Non-Executive Directors and Executives continue to
vest over a period of three years as follows:

- one third of the number of options granted will vest on the first anniversary of the issue date of those
options;

- afurther one third will vest on the second anniversary of the issue date of those options; and

- afinal one third will vest on the third anniversary of the issue date of those options.

The life and exercise period of the options is no greater than five years.

11
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REMUNERATION REPORT (continued)

Executive and Executive Director Remuneration (cont  inued)
(i)  Long-term Incentives (continued)

(b)  Indophil Option Plan (continued)

Change of control provisions

If a notice is lodged with the ASX which states that a person has become entitled to “not less than 50%”"
of all the Company’s shares, all such Options will immediately vest and be exercisable for a period of 30
days. Any such options which have not been exercised during the 30 day period will lapse.

(c) Performance Rights

Performance Rights, as approved at the Annual General Meeting held on 24 April 2008, have been
issued to the CEO/MD at nil consideration with a total value equivalent to $1,350,000 split equally into
shares between both time and performance-based hurdles as follows:

0] Time-based Performance Rights

The objective of the time-based performance rights is to align decision-making of the CEO/MD with
shareholder value in the longer term. The time-based performance rights are determined as follows:

- $200,000, based on dividing this amount by the volume weighted average share price of the five
trading days preceding (Share Price) 28 May 2007,
- $225,000, based on dividing this amount by the Share Price of 13 June 2008;

- $250,000, based on dividing this amount by the Share Price of 13 June 2009.

Subject to these terms, the performance rights shall vest on 13 June 2010, whereupon the performance
rights shall automatically convert on a one-for-one basis into ordinary fully paid shares. Should the
CEO/MD elect to leave the Company before the completion of his three year term, the rights will be
forfeited.

(i)  Market-based Performance Rights

These performance rights are subject to market performance vesting conditions, linked to the annual
increase in the Company's share price over each year of the CEO/MD’s contract term. Vesting
commences at 20% of the maximum possible entittement for a share price increase of 6% in a year,
increasing linearly up to a full vesting at a share price increase of at least 10% in a year.

The maximum possible entitlement to market-based performance rights for each year of the contract term
is determined as follows:

- $200,000, based on dividing this amount by the Share Price prior to 28 May 2007;
- $225,000, based on dividing this amount by the Share Price of 13 June 2008;
- $250,000, based on dividing this amount by the Share Price of 13 June 2009.

Subject to these terms, the performance rights which have vested shall automatically convert on a one-
for-one basis into ordinary fully paid shares on 13 June 2010.

Should the CEO/MD elect to leave the Company before the completion of his three year term, the rights

that have vested shall automatically convert one month thereafter and the performance rights which have
not vested shall lapse as at the date of cessation.

12
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REMUNERATION REPORT (continued)

Executive and Executive Director Remuneration (cont  inued)

(i)  Long-term Incentives (continued)
(c) Performance Rights (continued)
(i)  Market-based Performance Rights (continued)

Where a takeover bid is made for the Company and the bidder becomes entitled to become the
registered holder of at least 90% of the ordinary shares during the bid period, the Performance Rights
shall vest automatically at that date using the transaction Share Price as at that date for any
undetermined Performance Rights, and the Performance Rights shall there upon convert on a one-for-
one basis into ordinary fully paid shares.

(iii)

The Company prohibits Executives and employees from entering into arrangements to protect the value
of unvested long-term incentive awards. The prohibition includes entering into contracts to hedge their
exposure to options awarded as part of their remuneration package.

Hedging of equity awards

The graph below shows the share price of the Group since January 2007:
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Employment Contracts
0]

R Laufmann

Chief Executive Officer and Managing Director

Mr Laufmann was appointed CEO/MD on 13 June 2007. Mr Laufmann has a three year contract and may
resign from the Company on giving three months notice. Except in the case of breach of contract, if the
Company terminates his employment before the end of the term, including as a result of a redundancy,
Mr Laufmann will be entitled to a payment equivalent to 12 months salary plus outplacement services to a
maximum of $50,000.This contract expires 13 June 2010 and may be extended to facilitate the closure of
the bid process.

13
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REMUNERATION REPORT (continued)

Employment Contracts (continued)

(i)  Other Executives

A Krauser — Chief Financial Officer and Company Secretary

Ms Krauser was appointed Chief Financial Officer on 1 December 2007 and Company Secretary on
7 November 2008. Ms Krauser may resign from the Company by giving three months notice. The
Company may terminate her employment as of right on three months notice.

In the event that the employment of Ms Krauser is terminated as a result of a redundancy, Ms Krauser will
be entitled to a payment equivalent to 12 months salary.

S Caithness — General Manager — Exploration and Business Development

Mr Caithness was appointed as General Manager — Exploration and Business Development on
15 January 2007 and may resign from the Company by giving three months notice. The Company may
terminate his employment before the notice period has expired and pay him an amount equal to his fixed
annual reward for the period of unserved notice. The Company may terminate his employment as of right
on six months notice.

In the event that the employment of Mr Caithness is terminated as a result of the acquisition of the
Company by a third party, Mr Caithness will be entitled to a severance payment equivalent to a minimum
of 12 months fixed annual reward.

G Collery — Manager — Corporate Affairs

Mr Collery was appointed Manager — Corporate Affairs on 12 September 2005 and may resign from the
Company by giving three months notice. The Company may terminate his employment before the notice
period has expired and pay him an amount equal to his fixed annual reward for the period of unserved
notice. The Company may terminate his employment as of right on six months notice.

In the event that the employment of Mr Collery is terminated as a result of the acquisition of the Company
by a third party, Mr Collery will be entitled to a severance payment equivalent to a minimum of 12 months
fixed annual reward.

R Mirfield — Senior Manager - Technical

Mr Mirfield was appointed Senior Manager — Technical on 1 May 2007 and may resign from the Company
by giving three months notice. The Company may terminate his employment before the notice period has
expired and pay him an amount equal to his fixed annual reward for the period of unserved notice. The
Company may terminate his employment as of right on six months notice.

In the event that the employment of Mr Mirfield is terminated as a result of the acquisition of the Company

by a third party, Mr Mirfield will be entitled to a severance payment equivalent to a minimum of 12 months
fixed annual reward.
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Directors’ Report

(continued)

REMUNERATION REPORT (continued)

Composition of Remuneration of Key Management Perso nnel
Post- Long-term Performance
Short-term benefits Employment benefits Share-based Payments Total Related
Non- Long Options/
Salary & Cash Monetary Super- Service Employee Performance
Fees Bonus Benefits () annuation Leave Share Plan () Rights (3)
$ $ $ $ $ $ $ $ %
Directors
B Phillips () 2009 150,000 - 16,703 13,500 - - - 180,203 -
2008 338,541 - 14,810 63,015 - 8,279 - 424,645 2
R Laufmann () 2009 450,000 - 5,982 40,500 6,852 - 482,262 985,596 49
2008 450,000 - 4,901 40,500 3,032 - 391,741 890,174 44
T Robbins ¢) 2009 - - - 59,950 - 32,192 - 92,142 35
2008 - - - 59,950 - 91,488 - 151,438 60
K Wightman 4y 2009 - - - 59,950 - 12,893 - 72,843 18
2008 171,000 - - 75,340 - 30,092 - 276,432 11
R Potts () 2009 - - - - - - - - -
2008 41,250 - - 3,713 - 30,092 - 75,055 40
Other Executives
A Krauser 2009 175,000 - 4,249 15,750 2,468 70,632 - 268,099 26
2008 175,000 - 3,957 15,750 823 90,209 - 285,739 32
S Caithness 2009 235,368 - 16,810 21,183 3,887 117,921 - 395,169 30
2008 231,526 - 14,324 20,837 2,002 176,454 - 445,143 40
G Collery 2009 154,383 - 20,370 34,604 1,708 58,202 - 269,267 22
2008 118,942 - 14,499 68,307 1,244 83,282 - 286,274 29
R Mirfield 2009 203,951 - 16,683 20,816 3,159 74,482 - 319,091 23
2008 175,472 - 14,167 47,603 1,495 106,994 - 345,731 31
A Rivamonte () 2009 - - - - - - - - -
2008 72,940 - 1,944 6,565 352 34,514 - 116,315 30
Total 2009 1,368,702 - 80,797 266,253 18,074 366,322 482,262 2,582,410
2008 1,774,671 - 68,602 401,580 8,948 651,404 391,741 3,296,946
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Directors’ Report (continued)

REMUNERATION REPORT (continued)
Remuneration of Key Management Personnel (continued )

Notes:

Q) Non-monetary benefits comprise life insurance premiums paid by the Company.
) Fair value charge of Long-term Incentives granted to Non-Executives and Executives.
3) Performance Rights granted by the Indophil Board to Mr Laufmann were approved by the Company’s shareholders at the Annual General Meeting on 24 April 2008.

4) In accordance with the Constitution, special remuneration was paid to Mr Phillips of $218,400 and Mr Wightman $171,000 for the performance of special exertions associated
with corporate activity undertaken by the Company during the year ended 31 December 2008.

(5) The remuneration paid to Mr Robbins excludes a consultancy fee of $200,535 (2008: $190,430) of which $66,437 (2008: $115,246) relates to his secondment to SMI.
(6) Mr Potts passed away and hence ceased directorship on 29 September 2008.
) Ms Rivamonte resigned from the Company Secretary position on 7 November 2008.
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Directors’ Report (continued)

REMUNERATION REPORT (continued)

Long-term Incentive Indophil Employee Share Plan gr  anted and vested during the year

There were no shares issued under the ESP to KMP’s in 2009. The following table shows the number and

percentage of shares vested from previously issued awards to KMP’s, during the 2009 year.

31 December 2009

Vested

Number %
Executives
A Krauser 165,720 25
S Caithness 222,887 25
G Collery 124,783 25
R Mirfield 148,407 25
Total 661,797

Options granted as part of remuneration

There have been no options granted as part of remuneration during the year.

Shares issued on exercise of compensation options

No shares were issued on exercise of compensation options during the year.
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Directors’ Report (continued)

AUDITOR INDEPENDENCE AND NON-AUDIT SERVICES

The following non-audit services were provided by the entity’s auditor, Ernst & Young. The Directors are
satisfied that the provision of non-audit services is compatible with the general standard of independence
for auditors imposed by the Corporations Act 2001. The nature and scope of each type of non-audit
service provided means that auditor independence was not compromised.

Ernst & Young received, or was due to receive, the following amounts for the provision of non-audit
services:

$
Accounting advice 8,240
Tax and corporate advice 26,368
Other assurance services -
Total 34,608

Liability limited by a scheme approved
under Professional Standards Legislation

Signed in accordance with a resolution of the Directors.

B Phillips
Chairman
Melbourne, 30 March 2010
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Corporate Governance Statement

The Company complies with the recommendations of the Australian Securities Exchange Corporate
Governance Council (Council) as contained in the revised ASX Corporate Governance Principles and
Recommendations, as updated in August 2007, to the extent that the Board believes they are practical
and applicable to the Company. Entities are required to disclose corporate governance principles that
they have not adopted and to state the reasons why specific principles have not been adopted and the
details of any departures are set out below. The corporate governance principles and policies of the
Company have been structured with reference to the Council’s eight corporate governance principles.

(1) Lay solid foundations for management and oversi ght

The Board is responsible for protecting the rights and interests of shareholders and for the overall
corporate governance of the Company. The responsibilities of the Board include:

0] providing input into and final approval of management’s strategy and goals designed to promote the
achievement of those strategic objectives;

(i)  delegating the necessary authorities and ensuring appropriate resources are available to the
CEO/MD and senior Executives to deal with the day-to-day operational aspects of the Company;

(i)  monitoring the performance of the CEO/MD and senior Executives against these goals and
objectives;

(iv)  ensuring that the business risks facing the Company are, wherever possible, identified and that the
appropriate monitoring and reporting controls are in place to manage these risks; and

(v) appointing the CEO/MD, approving the performance evaluation and determining the remuneration
of executive levels of management. Ensuring that appropriate policies and procedures are in place
for recruitment, remuneration and succession planning.

Given the modest size of the Company and the focus on the advancement of the Tampakan Copper-Gold
Project, the establishment of a formal performance evaluation strategy is considered inappropriate.
Performance evaluation of the CEO/MD and senior Executives is a matter for consideration by the entire
Board, which meets annually to assess the performance of management.

(2)  Structure the Board to add value

The Directors of the Company and details of their skills, qualifications, attendances at meetings and the
period of office held are included in this Directors’ Report.

The Company has four Directors, three of whom are Non-Executive Directors.

The Board of the Company satisfies the Council's Recommendation 2.1 that a majority of the Board
members are independent, generally taking into account the factors set out in the commentary to
Recommendation 2.1, namely Mr Phillips (Chairman), Mr Wightman and Mr Robbins. At the date of this
report, it is more than 34 months since Mr Robbins served as managing director. The Company considers
Mr Robbins to be an independent director. The fourth member of the Board is Mr Laufmann who is
CEO/MD. In addition, the Board has a diverse skills base with its members having substantial experience
in mining, geosciences, commercial and financial activities. The Board also has extensive experience in
financing, constructing, commissioning and operating mining projects.

Each Director has the right of access to all relevant Company information and to the Company’s
Executives and, subject to prior consultation with and approval from the Chairman, may seek
independent professional advice from a suitably qualified advisor at the Company’'s expense. The
Director must consult with an advisor suitably qualified in the relevant field and obtain the Chairman’s
approval of the fee payable for the advice before proceeding with the consultation. A copy of the advice
received by the Director is made available to all other members of the Board.
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Corporate Governance Statement  (continued)

(2)  Structure the Board to add value (continued)

The Company has not established separate Remuneration and Nominations Committees. The duties and
responsibilities of such committees are the responsibility of the full Board. The Board does not believe
that any significant efficiencies or enhancements would be achieved by the establishment of separate
Remuneration or Nominations Committees.

(3) Promote ethical and responsible decision-making

The Company recognises the need to ensure that the highest ethical standards are adopted at all times.
As per the Company’s code of conduct policy (a copy of which can be found on the website), all Directors,
Executives and employees must conduct themselves with the utmost integrity and objectivity in their
business dealings, comply with their legal obligations, and have regard to reasonable expectations of its
stakeholders.

In addition, the Company has well developed cultural awareness and social justice policies and practices
that, where appropriate, contribute to the education and welfare of indigenous people within its areas of
activity, including establishing the framework for sustainable development.

In relation to dealings in shares of the Company, the approved policy of the Board is that:

0] Directors, Executives and employees are entitled to purchase/sell shares and other securities in the
Company for a four-week period following the electronic release of the annual report, half-year
report and quarterly reports.

(i)  The four-week period in which Directors, Executives and employees can purchase/sell shares and
other securities in the Company will commence one business day after the release of these reports.

(i)  Where a Director, Executive or employee wishes to transact in shares and other securities of the
Company outside periods referred to above, the Director, Executive or employee must seek the
approval of the Chairman prior to purchasing/selling shares or other securities.

(iv)  Where the Chairman wishes to transact in shares and other securities of the Company outside
periods referred above, the Chairman must advise the CEO/MD prior to purchasing/selling shares
or other securities.

(v) The Company prohibits the hedging of unvested options or trading in products that limit the
economic risk of security entittements in the Company over unvested entitlements.
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Corporate Governance Statement  (continued)

(4) Safeguard integrity in financial reporting

The Audit Committee comprises two of the three Non-Executive Directors. Mr Wightman was appointed
as Chairman of the Audit Committee on 14 February 2007. Mr Phillips is the second Audit Committee
member. The members have a good knowledge of finance and accounting practices (see details of their
respective skills and experience in the Directors' Report). Given the size of the Board, the Company
considers it appropriate to have two members in the Audit Committee, rather than three as proposed by
the ASX Corporate Governance Recommendations. The Audit Committee held two meetings during the
financial year ended 31 December 2009, which were attended by both members of the audit committee.

The external auditors are invited to attend every meeting of the Audit Committee.

The role of the Audit Committee is to consider any matters relating to the financial affairs of the Company
and the Group as set out in the Audit Committee Charter (a copy of which is on the Company's website)
as well as other matters referred to it by the Board.

(5) Make timely and balanced disclosure

The Board is committed to the promotion of investor confidence by ensuring that trading in its securities
takes place in an efficient, competitive and informed market. In accordance with the continuous disclosure
requirements of the ASX Listing Rules, the Company has written policies and procedures in place (copies
of which are on the Company's website) to ensure that price sensitive information is identified, reviewed
by management and disclosed to the ASX in a timely manner and that all information provided to the ASX
is posted on the Company’s website as soon as possible after its disclosure to the ASX. The Company
Secretary manages the Company’s compliance with its continuous disclosure obligations and is
responsible for communications with the ASX.

From time to time, the Company conducts briefings with analysts, media representatives and major
shareholders in order to promote a better understanding of the Company. In conducting such briefings,
the Company takes care to ensure that any price sensitive information included in the content of the
briefings has already been made available to the market.

(6) Respect the rights of shareholders

The Board aims to ensure that shareholders are informed of all information necessary to assess the
performance of the Directors, Executives and the Company through:

0] the half-yearly report and annual report;
(i)  quarterly reports;

(i)  the Annual General Meeting of Shareholders and any other meeting called to obtain approval for
the Board to take appropriate action to strengthen the Company; and

(iv) the Indophil website, which contains ASX announcements, broker reports and other relevant
information.

The Company welcomes questions and endeavours to answer such questions within the confines of
information that is not market sensitive or that is already in the public domain.

The external auditor attends the Annual General Meeting of Shareholders and is available to answer
questions in relation to the conduct of the audit and the audit report.
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Corporate Governance Statement  (continued)

(7) Recognise and managing risk

As a matter of practice, the Board retains overall responsibility for risk oversight and management. Given
the modest size of the Company, the Board does not consider it appropriate to have separate risk
management and control systems designed by management which are to be reported to the Board.

The Board defines risk to be any event that, if it occurs, will have a material impact (whether financial or
non-financial) on the Company’s ability to achieve its business objectives. The Board has established
various policies and practices designed to identify and manage significant business risks, including:

0] the Company’s business plan;
(i)  approval of budgets by the Board;
(i) detailed monthly financial and operational reporting to the Board;

(iv)  policies regarding internal controls, authority levels for expenditure, commitments and general
decision making;

(v) policies and procedures relating to health, safety and environment designed to ensure a high
standard of performance and regulatory compliance; and

(vi) policies and procedures to promote cultural awareness amongst employees and consultants. Day-
to-day responsibility for risk oversight and management is delegated to the CEO/MD, who is
primarily responsible for identifying risks, monitoring risks, promptly communicating risk events to
the Board and responding to risk events.

The above policies can be found on the Company's website.

The Board requires the CEO/MD and Chief Financial Officer to certify annually that the financial
statements of the Company and the Group are founded on a sound system of risk management and
internal control which implements the policies adopted by the Board and that these systems operate
effectively in all material respects in relation to the financial reporting risks.

(8) Remunerate fairly and responsibly

Given the modest size of the Company and its Board, the Company does not have a separate
Remuneration Committee. The full Board is responsible for determining and reviewing compensation
arrangements for Non-Executive Directors, the CEO/MD, Executives and employees. As set out in the
Remuneration Report, the Company distinguishes between the structure of remuneration for Non-
Executive Directors and Executive Directors. The Board assesses the appropriateness of the nature and
amount of remuneration of Directors, Executives and employees on a periodic basis by reference to
relevant employment market conditions and the overall object of ensuring maximum stakeholder benefit
from the retention of high quality Directors, Executives and employees.
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Statement of Comprehensive Income

FOR YEAR ENDED 31 DECEMBER 2009

Note

Consolidated Parent
2009 2008 2009 2008
$000 $000 $000 $000
Revenue 5 6,593 9,655 6,593 9,654
Other income 5 91 64 20 55
Other expenses 5 (15,606) (19,413) (14,923) (19,372)
Exploration and evaluation (1,723) (1,738) (1,462) (1,123)
Impairment of investments 5 - - (1,115) (613)
Share of profit/(loss) of an associate entity 14 58 (2,786) - -
Loss before income tax (10,587) (14,218) (10,887) (11,399)
Income tax benefit/(expense) 6 1 (619) 1 (619)
Loss after income tax (10,586) (14,837) (10,886)  (12,018)
Other comprehensive loss for the year, net of
tax - - - -
'cl)'f():;\:(comprehensive loss for the year, net (10,586) (14,837) (10,886)  (12,018)
Cents Cents

Earnings per share for loss from
operations attributable to the ordinary
equity holders of the Parent: 7
Basic loss per share (2.71) (3.86)
Diluted loss per share (2.71) (3.86)

The above Statement of Comprehensive Income should be read in conjunction with the accompanying notes.
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Statement of Financial Position

AS AT 31 DECEMBER 2009

Note Consolidated Parent
2009 2008 2009 2008
$000 $000 $000 $000
ASSETS
Current Assets
Cash and cash equivalents 9 36,059 76,586 35,913 76,505
Other receivables 10 783 1,184 772 1,173
Prepayments 11 473 205 160 197
Total Current Assets 37,315 77,975 36,845 77,875
Non-Current Assets
Other financial assets 12 2,606 2,583 161,907 94,187
Investment in associate 14 150,954 83,024 - -
Plant and equipment 15 131 258 107 193
Total Non-Current Assets 153,691 85,865 162,014 94,380
TOTAL ASSETS 191,006 163,840 198,859 172,255
LIABILITIES
Current Liabilities
Trade and other payables 16 579 3,047 550 3,012
Provisions 17 7,673 188 7,672 180
Income tax payable 6 - 39 - 39
Total Current Liabilities 8,252 3,274 8,222 3,231
Non-Current Liabilities
Provisions 17 15 15 15 15
Total Non-Current Liabilities 15 15 15 15
TOTAL LIABILITIES 8,267 3,289 8,237 3,246
NET ASSETS 182,739 160,551 190,622 169,009
EQUITY
Equity attributable to equity holders of the
parent
Contributed equity 18 175,847 143,940 177,735 146,103
Retained earnings 19(a) 3,716 14,181 9,711 20,476
Reserves 19(b) 3,176 2,430 3,176 2,430
TOTAL EQUITY 182,739 160,551 190,622 169,009

The above Statement of Financial Position should be read in conjunction with the accompanying notes.
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Statement of Cash Flows
FOR THE YEAR ENDED 31 DECEMBER 2009

Consolidated Parent
Note 2009 2008 2009 2008
$000 $000 $000 $000
Cash flows from operating activities
(F;g)frr;]ents to suppliers and employees (inclusive of (8,714) (15,601) (9,031)  (15.722)
Income tax paid (38) (1,180) (38) (1,180)
Interest received 2,904 8,033 2,904 8,031
Net cash flows used inoperating activities 25(a) (5,848) (8,748) (6,165) (8,871)
Cash flows from investing activities
Purchase of plant and equipment (13) (103) (13) (73)
Cost incurred on acquisition of additional share in ) (12) _ (12)
associate
Exploration and evaluation (1,723) (1,651) (1,462) (1,123)
Prepayment — purchase of Anvil Philippines Mining
Ventures Inc. (299) - - -
Loans (made)/repaid:
Associate entity (32,655) (18,835) (32,655) (18,835)
Controlled entities - - (555) 447)
Controlled entities — Indophil Employee Share Plan - - 240 -
Security deposit 18 (65) 18 (65)
Net cash flows used in investing activities (34,672) (20,666) (34,427)  (20,555)
Cash flows from financing activities
Proceeds from exercise of options 18 - 518 - 518
Net cash flows from financing activities - 518 - 518
Net (decrease)/increase in cash and cash
equivalents (40,520)  (28,896) (40,592)  (28,908)
Net foreign exchange differences (7 (7 . i
gsr?gdand cash equivalents at the beginning of the 76,586 105,489 76,505 105413
Cash and cash equivalents at the end of the period 9 36,059 76,586 35,913 76,505

The above Statement of Cash Flows should be read in conjunction with the accompanying notes.
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Statement of Changes in Equity
FOR THE YEAR ENDED 31 DECEMBER 2009

Attributable to equity holders of the Consolidated Entity
Contributed Retained Total

CONSOLIDATED ENTITY Eilg% Earnisno%so Rese;\{)%% E%lg%
At 1 January 2008 127,983 28,741 2,796 159,520
Total comprehensive loss for the period, net of tax - (14,837) - (14,837)
Equity Transactions

Shares issued 14,208 ) ) 14,208
Share-based payments expense - - 1,142 1,142
Exercise of options 518 - - 518
Transfer of lapsed/cancelled options - 277 277) -
Transfer of exercised options 1,231 - (1,231) -
At 31 December 2008 143,940 14,181 2,430 160,551
Total comprehensive loss for the period, net of tax - (10,586) - (10,586)
Equity Transactions

Shares issued 31,598 - - 31,598
Share-based payments expense - - 901 901
Transfer of lapsed/cancelled options - 121 (121) -
Transfer of exercised options 34 - (34) -
Shares issued — Indophil Employee Share Plan 275 - - 275
As at 31 December 2009 175,847 3,716 3,176 182,739

The above Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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Statement of Changes in Equity
FOR THE YEAR ENDED 31 DECEMBER 2009

Attributable to equity holders of the Parent Entit y

Contributed Retained Total
Equity Earnings Reserves Equity

PARENT ENTITY $000 $000 $000 $000
At 1 January 2008 127,983 32,217 2,796 162,996
Total comprehensive loss for the period, net of tax - (12,018) - (12,018)
Equity Transactions
Shares issued 14,208 - - 14,208
Share-based payments expense - - 1,142 1,142
Exercise of options 518 - - 518
Transfer of lapsed/cancelled options - 277 (277) -
Transfer of exercised options 1,231 - (1,231) -
Shares issued — Indophil Employee Share Plan 2,163 - - 2,163
At 31 December 2008 146,103 20,476 2,430 169,009
Total comprehensive loss for the period, net of tax - (10,886) - (10,886)
Equity Transactions
Shares issued 31,598 - - 31,598
Share-based payments expense - - 901 901
Transfer of lapsed/cancelled options - 121 (121) -
Transfer of exercised options 34 - (34) -

177,735 9,711 3,176 190,622

As at 31 December 2009

The above Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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Notes to the Financial Statements  (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

1. CORPORATE INFORMATION

The Financial Report of Indophil Resources NL (the Company) for the year ended 31 December 2009
was authorised for issue in accordance with a resolution of the Directors on 30 March 2010.

Indophil Resources NL (the Parent) is a company limited by shares incorporated in Australia whose
shares are publicly traded on the Australian Stock Exchange (ASX code: IRN).

The nature of the operations and principal activities of the Company and its controlled entities (the Group)
are described in the Directors’ Report.

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(@) Basis of preparation

The Financial Report is a general-purpose financial report, which has been prepared in accordance with
the requirements of the Corporations Act 2001, Australian Accounting Standards and other authoritative
pronouncements of the Australian Accounting Standards Board.

The Financial Report has been prepared on a historical cost basis, except for any derivative financial
instruments that have been measured at fair value.

Comparative information, where necessary, has been reclassified in order to achieve consistency in
presentation with amounts disclosed in the current year.

This Financial Report is presented in Australian dollars and all values are rounded to the nearest
thousand dollars ($000) unless otherwise stated.

Going Concern

At 31 December 2009, the Group’s current assets exceed its current liabilities by $29.063m. This net
current asset position provides the Group with sufficient funds to meet it's share of the commitment to the
SMI Final Feasibility Study (FFS) which extends to April 2010 (refer Note 21(b)).

The nature of activities to be undertaken subsequent to the completion of the FFS and the costs
associated with those activities, is subject to the final findings of that study. Accordingly, the SMI budget
beyond April 2010 has not yet been approved by the respective shareholders of SMI.

As disclosed, the Company is currently under a takeover offer by the Zijin Mining Group Co., Ltd (Zijin).
The takeover offer is currently scheduled to close on 16 April 2010. The timing of the bid closure is
subject to the receipt of Chinese Regulatory Approvals which can often take considerable time. Based on
negotiations conducted to date, the Directors are confident the bid will proceed successfully.

In order to continue to participate at current ownership levels beyond completion of the SMI FFS, the
Group will need to secure additional funding to meet its share of continued development of the Tampakan
Project. In the unforseen circumstance that the bid does not progress, this funding will need to come from
sources other than Zijin.

Whilst these uncertainties exist, the Directors remain confident in the ability to raise capital or pursue
alternative capital management initiatives, if required.

The accounts have been prepared on a going concern basis and no adjustments have been made
relating to recoverability and classification of recorded assets and liabilities.
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Notes to the Financial Statements  (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
(b)  Statement of compliance

The Financial Report complies with Australian Accounting Standards and International Financial
Reporting Standards issued by the International Accounting Standards Board.

(c) New Accounting Standards and Interpretations
0] Changes in accounting policy and disclosures.
The accounting policies adopted are consistent with those of the previous financial year except as follows:

The Group has adopted the following new and amended Australian Accounting Standards and
Interpretations as of 1 January 2009.

- AASB 2008-1 Amendments to Australian Accounting Standard — Share-based Payments: Vesting
Conditions and Cancellations effective 1 January 2009

- AASB 7 Financial Instruments: Disclosures effective 1 January 2009
- AASB 8 Operating Segments effective 1 January 2009
- AASB 101 Presentations of Financial Statements (revised 2007) effective 1 January 2009

- AASB 2008-1 Amendments to Australian Accounting Standard — Share-based Payment: Vesting
Conditions and Cancellations (AASB 2) effective 1 January 2009

- AASB 2008-5 Amendments to Australian Accounting Standards arising from the Annual
Improvements Project effective 1 January 2009

When the adoption of the Standard or Interpretation is deemed to have an impact on the financial
statements or performance of the Group, its impact is described below:

AASB 7 Financial Instruments: Disclosures

The amended Standard requires additional disclosures about fair value measurement and liquidity risk.
Fair value measurements related to all financial instruments recognised and measured at fair value are to
be disclosed by source of inputs using a three level fair value hierarchy, by class. In addition, a
reconciliation between the beginning and ending balance for level 3 fair value measurements is now
required, as well as significant transfers between levels in the fair value hierarchy. The amendments also
clarify the requirements for liquidity risk disclosures with respect to derivative transactions and assets
used for liquidity management. The fair value measurement disclosures are presented in Note 3. The
liquidity risk disclosures are not significantly impacted by the amendments and are presented in Note 3.

AASB 8 Operating Segments

AASB 8 replaced AASB 114 Segment Reporting upon its effective date. The new standard requires a
“management approach”, under which segment information is presented on the same basis as that used
for internal reporting purposes, i.e. in a manner that is consistent with the internal reporting provided to
the executive management team of the Group (the Chief Operating Decision Maker). The executive
management team review and use consolidated balance sheet and profit and loss information for
allocating resources and assessing performance and as such, the Group no longer presents segmented
financial information by geographical region.
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Notes to the Financial Statements  (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

(c) New Accounting Standards and Interpretations (¢~ ontinued)
AASB 101 Presentation of Financial Statements

The revised Standard separates owner and non-owner changes in equity. The statement of changes in
equity includes only details of transactions with owners, with non-owner changes in equity presented in a
reconciliation of each component of equity and included in the new statement of comprehensive income.
The statement of comprehensive income presents all items of recognised income and expense, either in
one single statement, or in two linked statements. The Group has elected to present one statement.

Annual Improvements Project

In May 2008 and April 2009, the AASB issued an omnibus of amendments to its Standards as part of the
Annual Improvements Projects primarily with a view to removing inconsistencies and clarifying wording.
There are separate transitional provisions and application dates for each amendment. The adoption of the
following amendments resulted in changes to accounting policies but did not have any impact on the
financial position or performance of the Group.

- AASB 101 Presentation of Financial Statements: assets and liabilities classified as held for trading in
accordance with AASB 139 Financial Instruments: Recognition and Measurement are not
automatically classified as current in the statement of financial position. The Group amended its
accounting policy accordingly and analysed whether management’'s expectation of the period of
realisation of financial assets and liabilities in accordance with AASB 101. This did not result in any
re-classification of financial instruments between current and non-current in the statement of financial
position.

- AASB 116 Property, Plant and Equipment: replace the term “net selling price” with “fair value less
costs to sell”. The Group amended its accounting policy accordingly, which did not result in any
change in the financial position.

- AASB 128 Investment in Associates: an investment in an associate is a single asset for the purpose
of conducting the impairment test, including any reversal of impairment. Any impairment is not
separately allocated to the goodwill included in the investment balance. Any impairment is reversed if
the recoverable amount of the associate increases. The Group has amended its impairment
accounting policy accordingly. The amendment had no impact on the Group’s financial position or
performance.

Other amendments resulting from the Annual Improvements Project to the following standards did not
have any impact on the accounting policies, financial position or performance of the Group:

- AASB 2 Share-based Payment

- AASB 108 Accounting Policies, Change in Accounting Estimates and Error
- AASB 110 Events after the Reporting Period
- AASB 117 Leases

- AASB 118 Revenue

- AASB 119 Employee Benefits

- AASB 123 Borrowing Costs

- AASB 131 Interests in Joint Ventures

- AASB 136 Impairment of Assets

- AASB 138 Intangible Assets

- AASB 140 Investment Property
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Notes to the Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2009

(continued)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

(c) New Accounting Standards and Interpretations (¢~ ontinued)

(i)  Accounting Standards and Interpretations issued but not yet effective
Australian Accounting Standards and Interpretations that have recently been issued or amended, but are

not yet effective, have not been adopted by the Group for the annual reporting year ended 31 December
2009. These are outlined in the table below:

Reference Title Summary Application Impact on
date of Group
standard Financial
Report
AASB 127 Consolidated and | There are a number of changes arising from the | 1 July 2009 The
(Revised) Separate revision to AASB 127 relating to changes in amendments
Financial ownership interest in a subsidiary without loss of are not expected
Statements control, allocation of losses of a subsidiary and to have any
accounting for the loss of control of a subsidiary. impact on the
Specifically in relation to a change in the Group’s
ownership interest of a subsidiary (that does not Financial
result in loss of control) — such a transaction will Report.
be accounted for as an equity transaction.
AASB Amendments to This Standard makes amendments to Australian | 1 January The
2009-8 Australian Accounting Standard AASB 2 Share-based 2010 amendments
Accounting Payment and supersedes Interpretation 8 Scope are not expected
Standards — of AASB 2 and Interpretation 11 AASB 2 — to have any
Group Cash- Group and Treasury Share Transactions. impact on the
settled Share- The amendments clarify the accounting for Group’s
based Payment group cash-settled share-based payment Financial
Transactions transactions in the separate or individual Report.
[AASB 2] financial statements of the entity receiving the
goods or services when the entity has no
obligation to settle the share-based payment
transaction.
The amendments clarify the scope of AASB 2 by
requiring an entity that receives goods or
services in a share-based payment arrangement
to account for those goods or services no matter
which entity in the group settles the transaction,
and no matter whether the transaction is settled
in shares or cash.

No other accounting standards or interpretations that have been recently been issued or amended, but
are not yet effective, are expected to have any impact on the Group’s Financial Report.

(d) Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and its
controlled entities (the Group) as at 31 December 2009. Interests in associates are equity accounted and
are not part of the Consolidated Group (see Note 2(i)).

Controlled entities are all those entities (including special purpose entities) over which the Group has the
power to govern the financial and operating policies so as to obtain benefits from their activities. The
existence and effect of potential voting rights that are currently exercisable or convertible are considered
when assessing whether a group controls another entity.
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Notes to the Financial Statements  (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

(d) Basis of consolidation (continued)

The financial statements of controlled entities are prepared for the same reporting period as the Parent,
using consistent accounting policies. In preparing the consolidated financial statements, all intercompany
balances and transactions, income and expenses and profit and losses resulting from intra-group
transactions have been eliminated in full.

Controlled entities are fully consolidated from the date on which control is obtained by the Group and
cease to be consolidated from the date on which control is transferred out of the Group.

The acquisition of subsidiaries is accounted for using the acquisition method of accounting. The
acquisition method of accounting involves recognising at acquisition date, separately from goodwill, the
identifiable assets acquired, the liabilities assumed and any non-controlling interest in the acquiree. The
identifiable assets acquired and the liabilities assumed are measured at their acquisition date fair values.
The difference between the above items and the fair value of the consideration (including the fair value of
any pre-existing investment in the acquiree) is goodwill or a discount on acquisition.

(e)  Foreign currency translation

0] Functional and presentation currency

Both the functional and presentation currency of Indophil and its Australian controlled entities are
Australian dollars (AUD). The Philippines controlled entities’ functional currency is AUD.

(i)  Transactions and balances
Transactions in foreign currencies are initially recorded in the functional currency by applying the
exchange rates ruling at the date of the transaction. Monetary assets and liabilities denominated in

foreign currencies are re-translated at the rate of exchange ruling at the reporting date.

All exchange differences in the consolidated Financial Report are taken to the Statement of
Comprehensive Income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rate as at the date of the initial transaction. Non-monetary items measured at fair
value in a foreign currency are translated using the exchange rates at the date when the fair value was
determined.

(f)  Cash and cash equivalents

Cash and cash equivalents in the Statement of Financial Position comprise cash in hand and at bank and
short-term deposits with an original maturity of three months or less that are readily convertible to known

amounts of cash and which are subject to an insignificant risk of changes in value.

For the purposes of the Statement of Cash Flows, cash and cash equivalents are as defined above.
(g) Other receivables

Other receivables, which generally have 30-90 day terms, are recognised and carried at original invoice
amount less an allowance for any uncollectible amounts.
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Notes to the Financial Statements  (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
(g) Other receivables (continued)

Collectability of receivables is reviewed on an ongoing basis. Debts that are known to be uncollectible are
written off when identified. An allowance for doubtful debts is raised when there is objective evidence that
the Group will not be able to collect the receivable.

The amount of the impairment loss is the receivable carrying amount compared to the present value of
estimated future cash flows, discounted at the original effective interest rate.

(h) Investments and other financial assets

Investments and financial assets in the scope of AASB 139 Financial Instruments: Recognition and
Measurement are classified as either financial assets at fair value through the Statement of
Comprehensive Income, loans and receivables, held-to-maturity investments, or available-for-sale
financial assets. The classification depends on the purpose for which the investments were required.
Designation is re-evaluated at each financial year end, but there are restrictions on reclassifying to other
categories.

When financial assets are recognised initially, they are measured at fair value, plus, in the case of
investments in the three categories other than those at fair value through the Statement of
Comprehensive Income, directly attributable transaction costs.

Recognition and derecognition

All regular way purchases and sales of financial assets are recognised on the trade date, ie. the date that
the Group commits to purchase the asset. Regular way purchases or sales are purchases or sales of
financial assets under contracts that require delivery of the assets within the period established, generally
by regulation or convention in the market place. Financial assets are derecognised when the right to
receive cash flows from the financial assets have expired or are being transferred.

Subsequent measurement
0] Financial assets at fair value through the Statement of Comprehensive Income

Financial assets classified as held-for-trading are included in the category ‘financial assets at fair value
through the Statement of Comprehensive Income’. Financial assets are classified as held-for-trading if
they were acquired for the purpose of selling in the near term with the intention of making a profit.
Derivatives are also classified as held-for-trading unless they are designated as effective hedging
instruments. Gains or losses on financial assets and investments held-for-trading are recognised in the
Statement of Comprehensive Income and the related assets are classified as current assets in the
Statement of Financial Position.

(i)  Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as
held-to-maturity when the Group has the positive intention and ability to hold to maturity.

Investments intended to be held for an undefined period are not included in this classification.
Investments that are intended to be held-to-maturity, such as bonds, are subsequently measured at
amortised cost. This cost is computed as the amount initially recognised minus principal repayments, plus
or minus the cumulative amortisation using the effective interest method of any difference between the
initially recognised amount and the maturity amount. This calculation includes all fees and points paid or
received between parties to the contract that are an integral part of the effective interest rate, transaction
costs and all other premiums and discounts. For investments carried at amortised cost, gains and losses
are recognised in the Statement of Comprehensive Income when the investments are derecognised or
impaired, as well as through the amortisation process.
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Notes to the Financial Statements  (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
(h)  Investments and other financial assets (continu ed)
(i)  Loans and receivables

Loans and receivables, including loan notes and loans to Key Management Personnel (KMP), are non-
derivative financial assets with fixed or determinable payments that are not quoted in an active market.
Such assets are carried at amortised cost using the effective interest method. Gains and losses are
recognised in the Statement of Comprehensive Income when the loans and receivables are derecognised
or impaired. These are included in current assets, except for those with maturities greater than 12 months
after the reporting date, which are classified as non-current.

(iv)  Available-for-sale securities

Available-for-sale investments are those non-derivative financial assets, principally equity securities, that
are designated as available-for-sale or are not classified as any of the three preceding categories. After
initial recognition, available-for-sale investments are measured at fair value with gains or losses being
recognised as a separate component of equity until the investment is derecognised or until the investment
is determined to be impaired, at which time the cumulative gain or loss previously reported in equity is
recognised in the Statement of Comprehensive Income.

The fair values of investments that are actively traded in organised financial markets are determined by
reference to quoted market bid prices at the close of business on the reporting date. For investments with
no active market, fair values are determined using valuation techniques. Such techniques include: using
recent arm’s length market transactions; reference to the current market value of another instrument that
is substantially the same; discounted cash flow analysis and option pricing models making as much use
of available and supportable market data as possible and keeping judgemental inputs to a minimum.

0] Investment in associate

The Group’s investment in associate is accounted for using the equity method of accounting in the
consolidated financial statements and at cost in the Parent. The associates are entities over which the
Group has significant influence and that are neither controlled entities nor joint ventures.

The contractual arrangements between the Company and Xstrata Copper (Xstrata) have resulted in the
Group having an interest of 37.50% (2008: 32.50%) and Xstrata having an interest of 62.50% (2008:
62.50%) of the Class ‘A’ Shares in SMI with Xstrata accordingly exercising control over the financial and
operating policies of SMI.

Under the equity method, investments in associates are carried in the consolidated Statement of Financial
Position at cost plus post-acquisition changes in the Group’s share of net assets of the associates.
Goodwill relating to an associate is included in the carrying amount of the investment and is not
amortised. After application of the equity method, the Group determines whether it is necessary to
recognise any impairment loss with respect to the Group’s net investment in associate.

The Group’s share of its associates’ post-acquisition profits or losses is recognised in the Statement of
Comprehensive Income, and its share of post-acquisition movements in reserves is recognised in
reserves. The cumulative post-acquisition movements are adjusted against the carrying amount of the
investment. Dividends receivable from associates are recognised in the Parent entity’'s Statement of
Comprehensive Income, while in the consolidated financial statements they reduce the carrying amount
of the investment.

When the Group’s share of losses in an associate equals or exceeds its interest in the associate,
including any unsecured long-term receivables and loans, the Group does not recognise further losses,
unless it has incurred obligations or made payments on behalf of the associate.

The reporting dates of the associates and the Group are identical and the associates’ accounting policies
conform to those used by the Group for like transactions and events in similar circumstances.
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Notes to the Financial Statements  (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
()  Plant and equipment

Plant and equipment is stated at historical cost less accumulated depreciation and any accumulated
impairment losses.

Depreciation is calculated on a straight-line basis over the estimated useful life of the asset as follows:
- Plant and equipment — over 3 to 5 years

The assets’ residual values, useful lives and amortisation methods are reviewed, and adjusted if
appropriate, at each financial year end.

Derecognition

An item of plant and equipment is derecognised upon disposal or when no further future economic
benefits are expected from its use or disposal.

Any gain or loss arising on derecognition of an asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included in the Statement of Comprehensive
Income in the year the asset is derecognised.

(k)  Exploration and evaluation expenditure

Expenditure on exploration and evaluation is accounted for in accordance with the ‘area of interest’
method. Once the legal right to explore has been acquired, exploration and evaluation expenditure is
charged to the Statement of Comprehensive Income as incurred, unless the Directors conclude that a
future economic benefit is more likely to be realised than not. These costs include materials and fuel
used, surveying costs, drilling costs and payments made to contractors.

Exploration and evaluation expenditure is capitalised provided the rights to tenure of the area of interest
are current and either:

(i) the exploration and evaluation activities are expected to be recouped through successful
development and exploitation of the area of interest or, alternatively, by its sale; or

(i) exploration and evaluation activities in the area of interest have not at the reporting date reached a
stage that permits a reasonable assessment of the existence or otherwise of economically
recoverable reserves, and active and significant operations in, or relating to, the area of interest are
continuing.

When the technical feasibility and commercial viability of extracting a mineral resource have been
demonstrated then any capitalised exploration and evaluation expenditure is reclassified as capitalised
mine development. Prior to reclassification, capitalised exploration and evaluation expenditure is
assessed for impairment.

Impairment

The carrying value of capitalised exploration and evaluation expenditure is assessed for impairment at the
cash generating unit level whenever facts and circumstances suggest that the carrying amount of the
asset may exceed its recoverable amount.

Impairment exists when the carrying amount of an asset or cash-generating unit exceeds its estimated

recoverable amount. The asset or cash-generating unit is then written down to its recoverable amount.
Any impairment losses are recognised in the Statement of Comprehensive Income.
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Notes to the Financial Statements  (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
0] Trade and other payables

Trade payables and other payables are carried at amortised cost and due to their short term nature they
are not discounted. They represent liabilities for goods and services provided to the Group prior to the
end of the financial year that are unpaid and arise when the Group becomes obliged to make future
payments in respect of the purchase of these goods and services. The amounts are unsecured and are
usually paid within 30 days of recognition.

(m) Provisions and employee benefits

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a
past event, and it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation and a reliable estimate can be made of the amount of the obligation.

Provisions are measured at the present value of management’s best estimate of the expenditure required
to settle the present obligation at the Statement of Financial Position date using a discounted cash flow
methodology. If the effect of the time value of money is material, provisions are discounted using a
current pre-tax rate that reflects the time value of money and the risks specific to the liability. The increase
in the provision resulting from the passage of time is recognised in finance costs.

Employee leave benefits
(i)  Wages, salaries, annual leave and sick leave

Liabilities for wages and salaries, including non-monetary benefits, annual leave and accumulating sick
leave expected to be settled within 12 months of the reporting date are recognised in respect of
employees’ services up to the reporting date. They are measured at the amounts expected to be paid
when the liabilities are settled. Liabilities for non-accumulating sick leave are recognised when the leave
is taken and are measured at the rates paid or payable.

(i)  Long service leave

The liability for long service leave is recognised and measured as the present value of expected future
payments to be made in respect of services provided by employees up to the reporting date using the
projected unit credit method. Consideration is given to expected future wage and salary levels,
experience of employee departures, and periods of service. Expected future payments are discounted
using market yields at the reporting date on national government bonds with terms of maturity and
currencies that match, as closely as possible, the estimated future cash outflows.

(n)  Share-based payment transactions

The Group provides benefits to its employees (including Directors and KMP) in the form of share-based
payments, whereby employees render services in exchange for shares or rights over shares (equity-
settled transactions).

There are three plans in place to provide these benefits:

0] the Indophil Option Plan which provides benefits to Directors and Senior Executives and employees
(no further options are granted under this plan);
(i)  the Indophil Employee Share Plan (ESP) which provides benefits to employees only; and

(i)  performance rights which provides benefits to the CEO/MD.
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Notes to the Financial Statements  (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
(n)  Share-based payment transactions (continued)

Currently the Company operates the ESP where shares were issued to qualifying employees and
financed by way of an interest-free non-recourse loan to the employee. These shares vest to the
employee at 25% per year over four years.

The cost of these equity-settled transactions with employees is measured by reference to the fair value of
the equity instrument at the date at which they are granted. The fair value is determined by an external
valuer, Cape Leveque, using a Black-Scholes model. Note 20 sets out the assumptions used by the
external valuer for arriving at the fair value for the shares granted to employees. The same assumptions
and basis has been applied to the performance rights granted to the CEO/MD.

In valuing equity-settled transactions, no account is taken of any vesting conditions. The cost of equity-
settled transactions is recognised, together with a corresponding increase in equity, over the period in
which the performance conditions are fulfilled (vesting period), ending on the date on which the relevant
employees become fully entitled to the award (vesting date).

At each subsequent reporting date until vesting, the cumulative charge to the Statement of
Comprehensive Income is the product of (i) the grant date fair value of the award; (ii) the current best
estimate of the number of awards that will vest, taking into account such factors as the likelihood of
employee turnover during the vesting period and the likelihood of non-market performance conditions
being met; and (iii) the expired portion of the vesting period.

The charge to the Statement of Comprehensive Income for the period is the cumulative amount as
calculated above less the amounts already charged in previous periods. There is a corresponding entry to
equity.

Until an award has vested, any amounts recorded are contingent and will be adjusted if more or fewer
awards vest than were originally anticipated to do so. Any award subject to a market condition is
considered to vest irrespective of whether or not that market condition is fulfilled, provided that all other
conditions are satisfied.

If the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the
terms had not been modified. An additional expense is recognised for any modification that increases the
total fair value of the share-based payment arrangement, or is otherwise beneficial to the employee, as
measured at the date of modification.

If an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised immediately. However, if a new award is
substituted for the cancelled award, and designated as a replacement award on the date that it is granted,
the cancelled and new award are treated as if they were modifications of the original award, as described
in the previous paragraph.

The dilutive effect, if any, of outstanding options is reflected as additional share dilution in the
computation of diluted earnings per share.

(o) Derivative financial instruments

From time to time, the Group uses derivative financial instruments such as option arrangements in order
to advance its exploration portfolio.

The Group values the derivative financial instrument on a fair value basis.
Movements in the fair value from re-measuring the option arrangements are recognised in the Statement

of Comprehensive Income.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
(p)  Contributed equity

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares
or options are shown in equity as a deduction, net of tax, from the proceeds.

Reserved shares

The Group’s own equity instruments, which are reacquired for later use in employee share-based
payment arrangements (reserved shares), are deducted from equity. No gain or loss is recognised in
profit or loss on the purchase, sale, issue or cancellation of the Group’s own equity instruments.

(g) Revenue recognition

Revenue is recognised and measured at the fair value of the consideration received or receivable to the
extent it is probable that the economic benefits will flow to the Group and the revenue can be reliably
measured. The following specific recognition criteria must also be met before revenue is recognised:

0] Rendering of services

The Group provides commercial, financial, management and technical expertise to SMI, an associate
entity, to assist the latter with the advancement of the Tampakan Copper-Gold Project and accordingly,
invoices SMI for those services.

(i)  Interestincome

Revenue is recognised as interest accrues using the effective interest method. This is a method of
calculating the amortised cost of a financial asset and allocating the interest income over the relevant
period using the effective interest rate, which is the rate that exactly discounts estimated future cash
receipts through the expected life of the financial asset to the net carrying amount of the financial asset.

() Leases

The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement and requires an assessment of whether the fulfilment of the arrangement is dependent on
the use of a specific asset or assets and the arrangement conveys a right to use the asset.

Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership
of the leased item, are capitalised at the inception of the lease at the fair value of the leased property or, if
lower, at the present value of the minimum lease payments.

Lease payments are apportioned between the finance charges and reduction of the lease liability so as to
achieve a constant rate of interest on the remaining balance of the liability. Finance charges are
recognised as an expense in the Statement of Comprehensive Income.

Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset and
the lease term if there is no reasonable certainty that the Group will obtain ownership by the end of the
lease term.

Operating lease payments are recognised as an expense in the Statement of Comprehensive Income on

a straight-line basis over the lease term. Lease incentives are recognised in the Statement of
Comprehensive Income as an integral part of the total lease expense.
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
(s) Income tax

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to
be recovered from or paid to the taxation authorities based on the current period’s taxable income. The
tax rates and tax laws used to compute the amount are those that are enacted or substantively enacted
by the Statement of Financial Position date.

Deferred income tax is provided on all temporary differences at the reporting date between the tax bases
of assets and liabilities and their carrying amount for financial reporting purposes.

Deferred income tax liabilities (DTL) are recognised for all taxable temporary differences except:

(i)  when the DTL arises from the initial recognition of goodwill or of an asset or liability in a transaction
that is not a business combination and that, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; or

(i)  when the taxable temporary differences are associated with investments in controlled entities,
associates or interests in joint ventures, and the timing of the reversal of the temporary differences
can be controlled and it is probable that the temporary difference will not reverse in the foreseeable
future.

Deferred income tax assets (DTA) are recognised for all deductible temporary differences, carry-forward
of unused tax credits and unused tax losses, to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and carry-forward of unused tax assets and
unused tax losses can be utilised, except:

()  when the DTA relating to the deductible temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; or

(i) when the deductible temporary differences are associated with investments in controlled entities,
associates or interests in joint ventures, in which case a DTA is only recognised to the extent that it
is probable that the temporary differences will reverse in the foreseeable future and taxable profit
will be available against which the temporary differences can be utilised.

The carrying amount of DTA's is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part of the DTA to be utilised.

Unrecognised DTA'’s are reassessed at each reporting date and are recognised to the extent that it has
become probable that future taxable profit will allow the DTA to be recovered.

DTA's and DTL's are measured at the tax rates that are expected to apply to the year when the asset is
realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the reporting date.

Income taxes relating to items recognised directly in equity are recognised in equity and not in the
Statement of Comprehensive Income.

DTA's and DTL'’s are offset only if a legally enforceable right exists to set off current tax assets against

current tax liabilities and the DTA’s and DTL's relate to the same taxable entity and the same taxation
authority.
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

(t) Other taxes

Revenues, expenses and assets are recognised net of the amount of GST except when:

0] the GST incurred on a purchase of goods and services is not recoverable from the taxation
authority, in which case the GST is recognised as part of the cost of acquisition of the asset or as
part of the expense item as applicable; and

(i)  receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the Statement of Financial Position.

Cash flows are included in the Statement of Cash Flows on a gross basis and the GST component of
cash flows arising from investing and financing activities, which is recoverable from, or payable to,
taxation authorities, is classified as part of operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to,
the taxation authority.

(u)  Earnings per share

Basic earnings per share

Basic earnings per share is calculated by taking the net profit or loss attributable to members of the
parent, adjusted to exclude preference share dividends, divided by the weighted average number of
ordinary shares, adjusted for any bonus element.

Diluted earnings per share

Diluted earnings per share is calculated as net profit attributable to members of the Parent, adjusted for:

0] preference share dividends;

(i)  the after tax effect of dividends and interest associated with dilutive potential ordinary shares that
have been recognised as expenses; and

(i)  other non-discretionary changes in revenues or expenses during that period that would result from
the dilution of potential ordinary shares, divided by the weighted average number of ordinary
shares and dilutive potential ordinary shares, adjusted for any bonus element.

(v) Segment reporting

An operating segment is a component of an entity that engages in business activities from which it may
earn revenues and incur expenses (including revenues and expenses relating to transactions other than
components of the same entity), whose operating results are regularly reviewed by the entity’s chief
operating decision maker to make decisions about resources to be allocated to the segment and assess
its performance and for which discrete financial information is available. This includes start up operations
which are yet to earn revenues.

Operating segments that meet the quantitative criteria as prescribed by AASB 8 are reported separately.

However, an operating segment that does not meet the quantitative criteria is still reported separately
where information about the segment would be useful to users of the financial statements.
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
(w) Significant accounting judgements, estimates an d assumptions

In applying the Group’s accounting policies management continually evaluates judgements, estimates
and assumptions based on experience and other factors, including expectations of future events that may
have an impact on the Group. All judgements, estimates and assumptions made are believed to be
reasonable based on the most current set of circumstances available to management. Actual results may
differ from the judgements, estimates and assumptions. Significant judgements, estimates and
assumptions made by management in the preparation of these financial statements are outlined below.

Significant accounting judgements
0] Impairment of non-financial assets other than goodwiill

The Group assesses impairment of all assets at each reporting date by evaluating conditions specific to
the Group and to the particular asset that may lead to impairment. These include technology, economic
and political environments. If an impairment trigger exists the recoverable amount of the asset is
determined. This involves value-in-use calculations, which incorporate a number of key estimates and
assumptions.

The Group’s Investment in Associate represents the investment held in the Tampakan Project for which
the Group’s Joint Venture partner, Xstrata, continues to conclude Feasibility Studies. The nature of the
Tampakan Project is such that continuing work is being performed to assess the potential development of
the Tampakan Project. Given the ongoing feasibility studies, the Company considers the carrying value of
these assets with regard to existing estimates of future development costs and estimates of future
cashflows in addition to other corroborative evidence of observed market values for copper development
projects. On 1 December 2009, the Company announced a $1.28 per share cash offer by the Zijin Mining
Group, valuing the Company at approximately $545.000m. The current offer officially opened on
18 January 2010 and further supports the carrying value of the Group’s investment in SMI.

(i)  Recoverability of deferred tax assets

Deferred tax assets are recognised for deductible temporary differences to the extent that it is probable
that future taxable profits will be available to utilise those temporary differences.

Significant accounting estimates and assumptions
0] Share-based payment transactions

The Group measures the cost of equity-settled transactions with employees by reference to the fair value
of the equity instruments at the date at which they are granted. The fair value is determined by an
external valuer, Cape Leveque, using a Black-Scholes model, with the assumptions detailed in Note 20.
The accounting estimates and assumptions relating to equity-settled share-based payments would have
no impact on the carrying amounts of assets and liabilities within the next annual reporting period but may
impact expenses and equity.

(i)  Estimation of useful lives of assets
The estimation of the useful lives of assets has been based on historical experience. In addition, the

condition of the assets is assessed at least once per year and considered against the remaining useful
life. Adjustments to useful life are made when considered necessary.
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3. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICI ES

The Group’s principal financial instruments comprise cash and short-term deposits and other financial
assets.

The main purpose of these financial instruments is to invest funds raised by the Company until utilised in
exploration and evaluation activities, including the Tampakan Copper-Gold Project.

The Group has various other financial instruments such as receivables (current) and payables (current),
arising from corporate activities.

The main risks arising from the Group’s financial instruments are interest rate risk, foreign currency risk,
credit risk and liquidity risk. The Group manages its exposure to key financial risks in accordance with the
Group’s Treasury Policy. The objective of the policy is to support the delivery of the Group’s financial
targets whilst protecting future financial security.

The Board reviews and agrees policies for managing each of these risks as summarised below.

Risk Exposures and Responses

Interest rate risk

The Group’s exposure to market interest rates relates primarily to the Group’s short-term deposits.

At the reporting date, the Group had the following financial assets exposed to Australian variable interest
rate risk:

Consolidated Parent

2009 2008 2009 2008

$000 $000 $000 $000

Cash and cash equivalents 36,059 76,586 35,913 76,505

At the reporting date, the Group had no financial liabilities exposed to variable interest rate risks.

The Group’s policy is to manage its interest revenue using a mix of fixed rate interest of periods of 30,
60 and 90 days.

The following sensitivity analysis is based on the interest rate risk exposure in existence at the Statement
of Financial Position date.

At 31 December 2009, if interest rates had moved, as illustrated in the table below, with all other
variables constant, post tax profit and equity would have been affected as follows:

Judgements of reasonable possible movements:

Post Tax Profit Equity
Higher/(Lower) Higher/(Lower)
2009 2008 2009 2008
$000 $000 $000 $000
Consolidated
+1% (100 basis points) 252 536 252 536
-1% (100 basis points) (252) (536) (252) (536)
Parent
+1% (100 basis points) 251 535 251 535
-1% (100 basis points) (251) (535) (251) (535)
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3. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICI ES (continued)
Risk Exposures and Responses (continued)
Interest rate risk (continued)

The movements in equity are directly linked to movements in the Statement of Comprehensive Income as
no hedging relationships exist as at 31 December 2009.

Foreign currency risk

The Group makes Australian dollar advances to Philippines incorporated entities to enable these entities
to conduct exploration and evaluation activities. The Philippine entities convert Australian dollar
advances, as and when required, to Philippine pesos in order to meet Philippine peso obligations. The
Group, as far as practicable, minimises foreign transactions by retaining consultants and contractors on
contractual terms that require settlement by way of Australian dollars. Foreign currency balances are also
minimised through internal policies that require, as far as practicable, cash balances to be maintained in
Australian dollars.

At the reporting date, the Group holds minimal financial assets or liabilities which are exposed to foreign
currency risk.

Commaodity price risk

Given the Tampakan Copper-Gold Project is in the pre-production phase, the Group’s financial assets
and liabilities are subject to minimal commodity price risk.

Credit risk
Credit risk arises from the financial assets of the Group, which comprise cash and cash equivalents and
other receivables. The Group’s Treasury Policy only allows the investment of short-term deposits with

institutions that have AA/Stable/A-1+ ratings for short-term credit.

Current receivables are monitored on an ongoing basis with the result that the Group’s exposure to bad
debts is not significant.

Concentration risk

Presently, the Group undertakes exploration and evaluation activities exclusively in the Philippines. There
are no significant concentrations of credit risk within the Group and financial instruments are spread
amongst a number of financial institutions to minimise the risk of default of counterparties.

Liquidity risk

Liquidity risk arises from the financial liabilities of the Group and the Group’s subsequent ability to meet
their obligations to repay their financial liabilities as and when they fall due.

The Group does not have any external borrowings. Short-term deposits are invested with several financial
organisations.
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3. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIE S (continued)
Risk Exposures and Responses (continued)
Liquidity risk (continued)

Maturity analysis of financial assets and liabilities:

Year ended 31 December 2009 0-30 31-60 61-90 91-180
Days Days Days Days Total
$000 $000 $000 $000 $000
Consolidated Financial Assets
Cash and cash equivalents 36,059 - - - 36,059
Interest receivables 754 - - - 754
36,813 - 36,813
Consolidated Financial Liabilities
Trade and other payables (579) - - - (579)
Net maturity 36,234 - - - 36,234

Parent Financial Assets

Cash and cash equivalents 35,913 - - - 35,913

Interest receivables 754 - - - 754
36,667 - - - 36,667

Parent Financial Llabilities

Trade and other payables (550) - - - (550)
36,117 - - - 36,117

Net maturity

Year ended 31 December 2008

Consolidated Financial Assets

Cash and cash equivalents 26,735 28,351 21,500 - 76,586

Interest receivables 555 281 39 - 875
27,290 28,632 21,539 - 77,461

Consolidated Financial Liabilities

Trade and other payables (3,047) - - - (3,047)

Net maturity 24,243 28,632 21,539 - 74,414

Parent Financial Assets

Cash and cash equivalents 26,654 28,351 21,500 - 76,505
Interest receivables 555 281 39 - 875
27,209 28,632 21,539 - 77,380
Parent Financial Liabilities
Trade and other payables (3,012) - - - (3,012)
Net maturity 24,197 28,632 21,539 - 74,368
Fair values

All assets and liabilities recognised in the Statement of Financial Position, whether they are carried at cost
or at fair value, are recognised as amounts that represent a reasonable approximation of fair value unless
otherwise stated in the applicable notes.
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4, SEGMENT INFORMATION

The Group operates solely in the mining exploration industry, and to date has only had one flagship
project, the Tampakan Copper-Gold Project. With the Group’s other mining tenements in the Philippines,
additional segments may be disclosed in the future.

The Group determines its operating segments by reference to internal reports that are reviewed and used
by the executive management team (the chief operating decision maker) in assessing performance and in
determining the allocation of resources. The executive management team currently receive consolidated
balance sheet and profit and loss information that is prepared in accordance with Australian Accounting
Standards.

5. REVENUE AND EXPENSES

Consolidated Parent
2009 2008 2009 2008
$000 $000 $000 $000
Revenue
Interest income:
Related entities 3,932 2,615 3,932 2,615
Other entities 2,595 6,925 2,595 6,924
Management fees — related entities 66 115 66 115
6,593 9,655 6,593 9,654
Other income 91 64 20 55
Other expenses
Administration 3,597 3,042 3,351 3,008
Corporate 10,070 14,395 9,970 14,377
Share-based payments expense 901 1,142 901 1,142
Operating lease payments 310 303 277 269
Depreciation 125 144 95 116
Superannuation expense 296 463 294 460
Unrealised exchange losses/(gains) 307 (76) - -
Write down of loans receivable - - 35 -
Total other expenses 15,606 19,413 14,923 19,372

Note:

(i) Corporate expenses include payments and provisions for legal, corporate and taxation advice in relation to
various corporate activities that occurred during the year.

Impairment of investments

Advances — controlled entities - - 1,115 613
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6. INCOME TAX

Consolidated Parent
2009 2008 2009 2008
$000 $000 $000 $000
(@) Income tax expense
The major components of Income tax expense are:
Current Income Tax
Current income tax charge - 302 - 302
Adjustments in respect of current income tax of previous years (1) 6 (1) 6
Deferred Income Tax
Relating to origination and reversal of temporary differences - 311 - 311
Income tax (benefit)/expense reported in the Statement of (1) 619 (1) 619
Comprehensive Income
(b) Amounts charged or credited directly to equity
Deferred income tax related to items charged/(credited)
directly to equity - - - -
(c) Numerical reconciliation between aggregate tax expe  nse recognised in the Statement of
Comprehensive Income and tax expense calculated per the statutory income tax rate
A reconciliation between tax expense and the product of accounting profit
before income tax multiplied by the Group’s applicable income tax rate is as follows:
Accounting (loss)/profit before tax from continuing operations (10,587)  (14,218) (10,887) (11,399)
At the Parent entity’s statutory income tax rate 30% (3,176) (4,265) (3,266)  (3,420)
(2008: 30%) ' ' ' '
Exploration and evaluation 285 178 285 102
Exchange fluctuations arising on translation of foreign
currency financial statements 92 (23) - ;
Share-based payments 270 343 270 343
Share of net (profit)/loss of associate entity (18) 836 - -
Other Items (31) (5) 321 190
Temporary difference where no DTA/DTL have been recognised @ 1,819 3,404 1,819 3,404
Current year losses for which no deferred tax asset
was recognised @)(3) 758 151 570 -
Income tax (benefit)/expense (1) 619 (1) 619
Notes:

(2) DTA’s of $6.753m (2008: $7.350m) relating to temporary differences have not been recognised at the
reporting date, as it is not expected the Company will have sufficient taxable income in the foreseeable future
to offset these temporary differences. DTA’s relating to temporary differences were recognised for the

comparative period.

(2) Tax losses not previously brought to account relate to net operating losses carried over from Philippine
subsidiaries. Total carried forward losses of $0.420m have an expiry period of three years. In 2010, $0.266m

of carried forward tax losses will expire if not recouped.

) Australian tax losses not brought to account for the current year amount to $1.900m (2008: nil).
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(continued)

6. INCOME TAX (continued)

(d) Recognised deferred tax assets and liabilities

Opening balance
Charged to income
Charged to equity
Income tax payments
Acquisitions/(disposals)

Closing balance

Opening balance
Charged to income
Charged to equity
Other payments
Acquisitions/(disposals)

Closing balance

Consolidated

Current Deferred Current Deferred

Income Income Income Income

Tax Tax Tax Tax

2009 2009 2008 2008

$000 $000 $000 $000

(39) - (911) 311

1 - (308) -

38 - 1,180 -

- - - (311)

- - (39) -
Parent

Current Deferred Current Deferred

Income Income Income Income

Tax Tax Tax Tax

2009 2009 2008 2008

$000 $000 $000 $000

(39) - (911) 311

1 - (308) -

38 - 1,180 -

- - - (311)

- - (39) -

The Group has Australian capital losses for which no DTA is recognised on the Statement of Financial
Position of $0.298m (2008: $0.298m) which are available indefinitely for offset against future capital
gains subject to continuing to meet relevant statutory tests.
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7. EARNINGS PER SHARE
Consolidated

2009 2008
$000 $000
Net loss after tax (10,586) (14,837)

Consolidated

2009 2008
Number Number
of Shares of Shares
Weighted average number of ordinary shares used in
calculating basic earnings per share 390,687,350 383.926.928

Options granted to employees as described in Note 20 are considered to be potential ordinary shares and
are included in the determination of diluted earnings per share to the extent they are dilutive. Given the
loss per share, there are no potential ordinary shares that are considered to be dilutive in the current or
comparative period as their conversion would reduce the loss per share. These potential ordinary shares
may be dilutive in future periods.

There are no transactions involving ordinary shares or potential ordinary shares that would significantly

change the number of ordinary shares or potential ordinary shares outstanding between the reporting
date and the date of completion of these financial statements.

8. DIVIDENDS PAID AND PROPOSED

No dividends were paid during the period (2008: nil) and no dividend is proposed to be paid at the
reporting date 31 December 2009 (2008: nil).

There are $1.218m (2008: $1.180m) franking credits available for future reporting periods.

9. CASH AND CASH EQUIVALENTS

Consolidated Parent

2009 2008 2009 2008

$000 $000 $000 $000

Cash in hand 4 2 4 2
Cash at bank 4,863 153 4,717 72
Short-term deposits 31,192 76,431 31,192 76,431
36,059 76,586 35,913 76,505

Cash at bank accrues interest at floating rates based on daily bank deposit rates.
Short-term deposits with banks are made for varying periods of between 30 and 90 days depending on

the immediate cash requirements of the Group, and accrue interest at the respective short-term deposit
rates.

48



Notes to the Financial Statements
FOR THE YEAR ENDED 31 DECEMBER 2009

(continued)

10. OTHER RECEIVABLES

Consolidated Parent

2009 2008 2009 2008

$000 $000 $000 $000

Interest receivables 754 875 754 875
Related party receivables (a) 7 18 7 18
Other 22 291 11 280
783 1,184 772 1,173

(€) Related party receivables

These receivables relate to the provision of consulting fees to an associated entity.

(b)  Creditrisk, interest rate risk and foreign exc  hange risk
Risk management policies of the Group are set out in Note 3.

(c) Fair value and credit risk

Due to the short-term nature of those receivables, their carrying value is assumed to approximate their fair value.

The maximum exposure to credit risk is the fair value of receivables. Collateral is not held as security, nor is it the
Group’s policy to transfer (on-sell) receivables to special purpose entities.

11. PREPAYMENTS

Consolidated Parent

2009 2008 2009 2008

$000 $000 $000 $000

Purchase of Anvil Philippines Mining Ventures Inc. ® 299 - - -

Other 174 205 160 197

473 205 160 197

Note:

0] The Group is in the process of acquiring Anvil Philippines Mining Ventures Inc. and is currently awaiting

Philippine Regulatory Approval in order to register the shares in the name of Indophil (Itogon) Holdings Pty

Ltd (refer Note 22).

49



Notes to the Financial Statements  (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

12. OTHER FINANCIAL ASSETS

Consolidated Parent

2009 2008 2009 2008

$000 $000 $000 $000

Shares - - 17,262 17,262
Advances 2,419 2,396 142,570 74,575
Advances to Indophil Employee Share Plan - - 1,888 2,163
Other 187 187 187 187
2,606 2,583 161,907 94,187

Note:

The Group'’s interest in SMI is accounted for using the equity method on a consolidated basis (refer Note 14).

13. INVESTMENTS IN CONTROLLED ENTITIES

Name Country of  Equity interest held by
Incorporati  the Consolidated Entity Investment
on
2009 2008 2009 2008
% % $ $
Indophil Resources Phils Inc. () Philippines 40 40 43,834 43,834
Luzon Resources Pty Ltd (3) Australia 100 100 100 100
Omega Mineral Exploration Corp Inc’ (1) Philippines 100 100 95,651 95,651
Osprey Mineral Exploration Corp (s) Philippines 60 60 2,012 2,012
Pulong llog Mineral Exploration Corp (s) Philippines 60 60 2,012 2,012
San Christo Mineral Exploration Corp (2)/s) Philippines 100 100 108,413 108,413
San Eduardo Mineral Exploration Corp () Philippines 100 100 4,413 4,413
San Leonardo Mineral Exploration Corp () Philippines 60 60 2,013 2,013
Southern Exploration Corporation () Philippines 100 100 - -
Southern Philippines Exploration Pty Ltd (3) Australia 100 100 100 100
Visayan Resources Pty Ltd (3) Australia 100 100 100 100
Xenia Mineral Exploration Corp (2) Philippines 100 100 97,451 97,451
Indophil Services International Pty Ltd (3) Australia 100 100 6 6
Indophil (Itogon) Holdings Pty Ltd (3) Australia 100 100 6 6
Indophil (Sagittarius) Holdings Pty Ltd (3) Australia 100 100 6 6
Indophil (Balatoc) Holdings Pty Ltd (3) Australia 100 100 6 6
Indophil Finance Limited (3) Australia 100 100 6 6
Indophil Southern Philippines Holdings Limited (3) Australia 100 100 100 100
Indophil Employee Share Plan Pty Ltd (3) Australia 100 100 1 1
356,230 356,230
Impairment Losses (356,230) (356,230)
Notes:
(1) Investments in Omega Mineral Exploration Corporation are held by Luzon Resources Pty Ltd.
(2) Investments in San Christo Mineral Exploration Corporation and Xenia Mineral Exploration Corporation are
held by Visayan Resources Pty Ltd.
3) Investments held by Indophil Resources NL.

4) Indophil Resources NL held a call option to purchase the 60% equity in Indophil Resources Phils Inc. held by
other shareholders. In consideration for the grant of the call option, the Option Deed requires Indophil
Resources NL to advance loans to the 60% shareholders to enable those shareholders to meet Cash Calls for
exploration and evaluation expenditure. In such circumstances, the assets and liabilities and the net loss of
Indophil Resources Phils Inc. have been 100% attributed to the Consolidated Entity.

Indophil exercised the Call Option on 15 December 2009, and is currently awaiting Philippine Regulatory
approval.

(5) Investments held by San Eduardo Mineral Exploration Corporation.
(6) Investment in Southern Exploration Corporation held by Southern Philippines Exploration Pty Ltd.
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14. INVESTMENT IN ASSOCIATE

The Group accounted for its share of the operating result of SMI for the year ended 31 December 2009.
The Company increased its stake in SMI by 3.27% to 37.5% (at the reporting date the Group held
beneficial interest in the additional 3.27%, subject to Philippine regulatory approval, which has since been
received).

SMI was registered by the Department of Environment & Natural Resources as the holder of the
Columbio Financial and Technical Assistance Agreement (FTAA) following the exercise by the Tampakan
Group of Companies of their right of first refusal over the Columbio FTAA previously held by WMC
Philippines Inc., in December 2001. The Columbio FTAA held by SMI includes the Tampakan Copper-
Gold Project. On 1 December 2005, the Supreme Court declared the FTAA both valid and constitutional
and declared its 1 December 2005 decision final and executory on 1 February 2006.

Alsons’ Transaction

On 16 March 2007, the Company entered into a Memorandum of Agreement (MoA) to acquire the 5%
beneficial interest held by Alsons Corporation (Alsons) in SMI. Under the MoA, the Company agreed to
acquire the beneficial interest in three instalments on the achievement of three Tampakan Copper-Gold
Project milestones.

The first milestone was satisfied in March 2007 and a 1.73% interest in SMI was transferred by Alsons to
the Company in exchange for a cash payment of $2.786m and the subsequent issue of 11.100m Indophil
shares.

On 26 October 2009, the Company and Alsons amended the MoA as follows:

- atrigger for the Company to accelerate the milestones, should the Company receive an acceptable
third party proposal to purchase its Tampakan interest.

- the cash consideration payable would be waived in return for the Company to continue funding the
Alsons’ share of the project.

On 1 December 2009, the Board unanimously recommended a takeover bid from the Zijin Mining Group.
With the consent of Alsons, this immediately triggered the remaining milestones in order for the Company
to increase its stake in SMI to 37.5%. On 21 December 2009, 25.900m Indophil shares were issued to
Alsons in consideration for their additional stake of 3.27% in SMI. At the balance date the Company held
beneficial ownership and was awaiting registration of the transfer of shares which were subject to
Philippine regulatory approval. Approval has since been obtained and the shares were registered in the
name of IRPI on 12 February 2010, as announced to the market.

The Group has accounted for its interest in SMI in accordance with the accounting policy described in
Note 2(i).
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14. INVESTMENTS IN ASSOCIATE (continued)

The following table sets out the composition and the movement in the carrying value of the Group’s
investment in SMI:

Consolidated

2009 2008

$000 $000
Cost
Opening balance 83,024 47,468
Purchase of additional shares from Alsons’ 31,598 17,126
Advances during the year 36,274 21,216
Share of net profit/(loss) for period 58 (2,786)
Carrying value 150,954 83,024

The following table summarises financial information relating to assets, liabilities, revenues and losses
of SMI:

Consolidated

2009 2008
$000 $000
Share of associate’s Statement of Financial Position
Beneficial interest 37.50% 34.23%
Current assets 2,248 1,338
Non-current assets 80,634 43,473
Current liabilities (3,708) (2,625)
Non-current liabilities (85,256) (46,542)
Net liabilities (6,082) (4,356)
Extract from associate’s Statement of Comprehensive | ncome
Revenue - -
Profit/(loss) before income tax 58 (2,786)
Income tax expense - -
Profit/(loss) after income tax 58 (2,786)
Share of associate’s commitments
Share of capital commitments (refer Note 21(b)) 11,794 33,010
Share of associate’s contingent liabilities
Share of contingent liabilities (refer Note 22) 4,199 4,956
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15. PLANT AND EQUIPMENT

Consolidated Parent
2009 2008 2009 2008
$000 $000 $000 $000
Reconciliation of carrying amounts at the beginning and end
of the period
At 1 January
Net of accumulated depreciation and impairment 258 296 194 231
Additions 8 106 8 78
Disposals - - - -
Write-off of plant and equipment - cost (117) (57) (16) (16)
Write-off of plant and equipment - accumulated depreciation 117 57 16 16
Depreciation for the year (125) (144) (95) (116)
FX translation (10) - - -
At 31 December
Net of accumulated depreciation and impairment 131 258 107 193
At 1 January
Cost or fair value 694 645 463 401
Accumulated depreciation and impairment (436) (349) (269) (170)
Net carrying amount 258 296 194 231
At 31 December
Cost or fair value 585 694 455 463
Accumulated depreciation and impairment (454) (436) (348) (270)
Net carrying amount 131 258 107 193
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16. TRADE AND OTHER PAYABLES

Consolidated Parent

2009 2008 2009 2008

$000 $000 $000 $000

Trade payables (a) 471 2,930 450 2,899
Other payables (b) 108 117 100 113
579 3,047 550 3,012

(@  Trade payables

Are non-interest bearing and are normally settled on 30 day terms.
(b)  Other payables

Are non-interest bearing and have an average term of 30 days.

(c) Fair value

Due to the short-term nature of these payables, their carrying value is assumed to approximate their fair value.

17. PROVISIONS

Consolidated Parent
2009 2008 2009 2008
$000 $000 $000 $000
CURRENT

Employee benefits
Annual leave 201 168 200 160
Long service leave 44 20 44 20
245 188 244 180
Other — corporate costs © 7.428 N 7.428 3
7,673 188 7,672 180

Note:

0] Corporate costs include the provision of fees for corporate and advisory services undertaken in relation to
corporate activities undertaken during the year. These fees will be due in the event of a successful takeover
by Zijin. Management consider the success of the takeover highly probable.

NON-CURRENT
Employee benefits

Long service leave 15 15 15 15
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18. CONTRIBUTED EQUITY

Ordinary Shares

Ordinary Shares

2009 2008 2009 2008

Number Number $000 $000

Balance at the start of the period 393,127,937 377,400,444 146,103 127,983
Movements in contributed equity for the financial year

Issue of shares pursuant to:

Purchase of Alsons’ investment in SMI 25,900,000 11,100,000 31,598 14,208

Employee share purchase plan - 3,277,493 - 2,163

Exercise of employee options - 1,350,000 - 518

Transfer from reserves - - 34 1,231

25,900,000 15,727,493 31,632 18,120

Balance at the end of the period Parent Entity 419,02 7,937 393,127,937 177,735 146,103

Less employee share purchase plan (2,861,161) (3,277,493) (1,888) (2,163)

Balance at the end of the period Consolidated Entity 416,166,776 389,850,444 175,847 143,940

Notes:

@) Shares issued under the Indophil Employee Share Plan have been eliminated on consolidation. Refer Note 20
for additional details in relation to the Indophil Employee Share Plan.

(i) Ordinary shares entitle their holder to one vote, either in person or by proxy, at a meeting of the Company.

(i)  Ordinary shares have the rights to receive dividends as declared and, in the event of winding up, participate in
the proceeds from the sale of all surplus assets in proportion to the number of, and amounts paid up on, the

shares held.

(iv) The Company has granted Non-Executive Directors and employees options over ordinary shares (refer

Note 20).

(v) Ordinary shares issued to shareholders since incorporation have had no par value.

Capital management

When managing capital, management’s objective is to ensure the entity continues as a going concern as well as to
maintain optimal returns to shareholders and benefits for other stakeholders. Management also aims to maintain a
capital structure that ensures the lowest cost of capital available to the entity.

19. RETAINED EARNINGS AND RESERVES

(&8 Movements in Retained Earnings were as follows:

Consolidated Parent

2009 2008 2009 2008

$000 $000 $000 $000

Opening balance at 1 January 14,181 28,741 20,476 32,217
Net loss (10,586) (14,837) (10,886) (12,018)
Transfer from reserves 121 277 121 277
Closing balance at 31 December 3,716 14,181 9,711 20,476
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19. RETAINED EARNINGS AND RESERVES (continued)

(b) Movements in Reserves were as follows:

Consolidated Parent

Employee Equity Employee Equity

Equity Instruments Equity Instruments
Benefits Granted Total Benefits Granted Total
$000 $000 $000 $000 $000 $000
At 1 January 2008 1,875 921 2,796 1,875 921 2,796
Share-based payments expense 1,142 - 1,142 1,142 - 1,142
Transfer of exercised options (310) (921) (1,231) (310) (921) (1,231)
Transfer of lapsed options (277) - (277) (277) - (277)
At 31 December 2008 2,430 - 2,430 2,430 - 2,430
At 1 January 2009 2,430 - 2,430 2,430 - 2,430
Share-based payments expense 901 - 901 901 - 901
Transfer of lapsed options (121) - (121) (121) - (121)
Transfer of shares — Indophil Employee Share Plan (34) - (34) (34) - (34)
At 31 December 2009 3,176 - 3,176 3,176 - 3,176

Nature and purpose of reserves

Employee Equity Benefits reserve

The employee benefit equity reserve represents the fair value of equity benefits provided to Non-Executive Directors, Executives and employees as part of their
remuneration (see Note 20).
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20. EMPLOYEE BENEFITS
Recognised share-based payment expense

The share-based expense recognised for employee and director services received during the year was
$0.901m (2008: $1.142m).

Types of share-based payment plans
(@ Indophil Employee Share Plan (ESP)

Shares were granted to employees to align interests with those of shareholders to increase the value of
the Company’s shares. Under the terms of grant, the share price was set by reference to the weighted
average share price five days prior to issue on the grant. The shares were issued as restricted securities.
There are no ongoing performance hurdles governing vesting other than the continued employment of the
employee for longer than 12 months. Subject to that continued employment the shares issued vest
automatically on the anniversary of the issue date at a rate of 25% each year.

If an employee ceases employment prior to the vesting of the shares, the unvested shares are forfeited
unless cessation of employment is due to death. In the event of a change of control the vesting period
dates may be brought forward to the date of the change of control and awards will vest subject to
performance over this shortened period.

0] Employee Share Loans (ESL)

Employees are also granted a share loan which is applied to payment of the subscription price of the ESP
shares issued. The loan is interest free with recourse limited to the underlying shares. The loan was made
based on the market price of the underlying shares on the grant date and not subject to any specific
vesting conditions. The loan is repayable at the employee's option, however all dividends and proceeds
from share sales must be applied against the repayment of the loan.

Under the terms of the ESP an initial share allocation may be made after completion of a qualifying period
of 12 months. The Company has adopted a four year vesting period for shares issued under the ESP as
follows:

Year 1 -25%
Year 2 - 25%
Year 3 - 25%
Year 4 - 25%

Under the ESP an interest free non-recourse loan is made to the employees to fund the acquisition of
shares in the Company.

Dividends are required to be applied to the loan reduction and the loan balance must be paid out from
any share sale proceeds. If the loan balance is not retired, the employee is unable to receive any benefit
from the shares. If an employee leaves the Company prior to the vesting of shares then the unvested
shares are forfeited and the loans are forgiven.
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20. EMPLOYEE BENEFITS (continued)

Types of share-based payment plans (continued)

(@ Indophil Employee Share Plan (ESP) (continued)
(i)  Summary of ESP shares granted

The following table illustrates the number and weighted average issue prices (WAIP) of, and movements
in, shares issued during the year.

2009 2009 2008 2008

Number WAIP Number WAIP

$ $

Outstanding at the beginning of the year 3,277,493 0.66 - -
Granted during the year - - 3,277,493 0.66
Forfeited during the year (325,927) - - -
Exercised during the year (63,405) - - -
Expired during the year - - - -
Outstanding at the end of the year 2,888,161 0.66 3,277,493 0.66

The weighted average share price at the date of issue, and the five days prior to issue was $0.66.

(i)  Weighted average fair value of ESP

The provision of the non-recourse loan has required that the ESP shares issued be treated as if the issue
was a grant of options on the relevant date. Under those principles the fair value of the ESP on the date
of issue was $0.33, the assumptions of which are outlined in note (iv) below.

(iv)  Fair Value pricing model: ESP

The fair value of the equity-settled ESP shares issued was estimated as at the date of grant using a
Binomial Model taking into account the terms and conditions which upon which the shares were issued.

The model takes into account the historic share price volatilities and implied dividend yields.

The following table lists the key assumptions to the model used for the ESP:

Model used Binomial

Dividend yield (%)

Expected volatility (%) 53.00
Risk-free interest rate (%) 6.09
Expected life of options (years) 4.08
Share price at grant date ($) 0.66

The share price at grant date is the volume-weighted average share price of ordinary shares of the five
trading days immediately preceding the granting of options.

The expected life of the options is based on historical data and is not necessarily indicative of exercise
patterns that may occur.
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20. EMPLOYEE BENEFITS (continued)
Types of share-based payment plans (continued)
(b)  Indophil Option Plan

The Company has not issued any options under the Indophil Option Plan (Option Plan) since 1 May 2007.
Under the existing Option Plan, options granted to Non-Executive Directors and Executives continue to
vest over a period of three years as follows:

- one third of the number of options granted vested on the first anniversary of the issue date of those
options;

- afurther one third vested on the second anniversary of the issue date of those options; and

- the final one third will vest on the third anniversary of the issue date of those options.

The life and exercise period of the options is no greater than five years.
Change of control provisions
If a notice is lodged with the ASX which states that a person has become entitled to “not less than 50%”

of all the Company’s shares, all such options will immediately vest and be exercisable for a period of 30
days. Any such options which have not been exercised during the 30 day period will lapse.

The table below sets out the number and weighted average exercise prices (WAEP) of options over
ordinary shares under the Option Plan:

Number of Number of

Options WAEP Options WAEP

2009 2009 2008 2008

$ $

Outstanding at the beginning of the year 5,350,000 0.63 6,900,000 0.59

Options:

Granted during the year - - - -

Forfeited during the year - - (200,000) 0.75

Exercised during the year - - (1,350,000) 0.35

Expired during the year . . _ i

Outstanding at the end of the year 5,350,000 0.63 5.350.000 0.63
Number of options vested under the Option Plan at

@
the end of the year 4,658,333 0.49 3,708,333 0.49

Note:

(2) The options outstanding and options vested only relate to options held by Directors, Executives and
employees who continue to be employed by the Group.
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20. EMPLOYEE BENEFITS (continued)
Types of share-based payment plans (continued)
(b)  Indophil Option Plan (continued)

Options over ordinary shares granted under the Indophil Option Plan outstanding at the end of the year
are represented by:

Number of

Expiry date Exercise Price Options
$ 2009

21 April 2010 0.30 1,500,000
27 May 2010 0.55 1,000,000
16 February 2011 0.80 275,000
28 April 2011 0.80 500,000
14 February 2012 0.80 500,000
1 May 2012 0.80 500,000
1 May 2012 0.85 500,000
1 May 2012 0.95 575,000

Total 5,350,000

The average contractual life for the share options outstanding as at 31 December 2009 is between one
and two years (2008: two and three years).

Weighted average fair value

There were no options granted during the year or prior year.

(c) Performance Rights

The Company issued Performance Rights to the CEO/MD at nil consideration with a total value of
$1,350,000 split equally between both time and performance based hurdles. The grant of these options
was approved by Shareholders at the Annual General Meeting held on 24 April 2008.

0] Time-based Performance Rights

Time-based Performance Rights are determined as follows:

- $200,000, based on dividing this amount by the volume weighted average share price of the five
trading days prior (Share Price) to 28 May 2007;

- $225,000, based on dividing this amount by the Share Price of 13 June 2008;
- $250,000, based on dividing this amount by the Share Price of 13 June 2009.

Subject to these terms, the performance rights shall vest on 13 June 2010, whereupon the performance
rights shall automatically convert on a one for one basis into ordinary fully paid shares. Should the
CEO/MD elect to leave the Company before the completion of his three year term, the rights will be
forfeited.
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20. EMPLOYEE BENEFITS (continued)

Types of share-based payment plans (continued)
(c) Performance Rights (continued)

(i)  Market-based Performance Rights

These performance rights are subject to market performance vesting conditions, linked to the annual
increase in the Company's share price over each year of the CEO/MD’s contract term. Vesting
commences at 20% of the maximum possible entitlement for a share price increase of 6% in a year,
increasing linearly up to a full vesting at a share price increase of at least 10% in a year.

The maximum possible entitlement to Market-based Performance Rights for each year of the contract
term is determined as follows:

- $200,000, based on dividing this amount by the Share Price as at 28 May 2007;
- $225,000, based on dividing this amount by the Share Price of 13 June 2008;
- $250,000, based on dividing this amount by the Share Price of 13 June 2009.

Subject to these terms, the performance rights which have vested shall automatically convert on a one for
one basis into ordinary fully paid shares on 13 June 2010. Should the CEO/MD elect to leave the
Company before the completion of his three year term, the rights that have vested shall automatically
convert one month thereafter and the performance rights which have not vested shall lapse at the date of
cessation.

Where a takeover bid is made for the Company and the bidder becomes entitled to become the registered
holder of at least 90% of the ordinary shares during the bid period, the Performance Rights shall vest
automatically at that date using the transaction Share Price as at that date for any undetermined
Performance Rights, and the Performance Rights shall thereupon convert on a one for one basis into
ordinary fully paid shares

Option pricing model
Equity-settled transactions
The fair value of the equity-settled share options and performance rights granted is estimated as at the

date of grant using a Black-Scholes Model taking into account the terms and conditions upon which the
options and performance rights were granted.
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20. EMPLOYEE BENEFITS (continued)
Superannuation

The Group does not operate a superannuation plan. In Australia, the Group contributes 9% of the salary
paid to an employee to the employee-nominated approved superannuation funds.

In the Philippines, the Group contributes to government prescribed social security plans at varying rates.

In addition, the Group is required to provide for a retirement plan for employees who, at the age of 60,
have worked more than five consecutive years of service.

21. COMMITMENTS
(@) Operating lease commitments

The Group has entered into commercial leases on office space and items of plant and equipment. These
leases have an average life of between one to five years.

Future minimum rental payments under non-cancellable operating leases as at 31 December 2009:

Consolidated Parent

2009 2008 2009 2008
$000 $000 $000 $000

Estimated lease expenditure contracted for
at the reporting date, but not provided for, payabl e:

Within one year 234 261 218 244
After one year but not more than five years 411 630 411 630

After more than five years

645 891 629 874
Estimated sublease payments expected to be
received under non-cancellable sublease at reportin g date: i 28 _ 28
(b) Exploration and evaluation expenditure commitme nts

Consolidated Parent

2009 2008 2009 2008
$000 $000 $000  $000

The Board has approved an interim exploration and evaluation
expenditure budget for its controlled entities 765 3,429 765 3,429

The Board has approved the Final Feasibility Study expenditure for
the Tampakan Copper-Gold Project 11,794 33,010 11,794 33,010
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22. CONTINGENT LIABILITIES

Contingent Liabilities

Amount due to WMC Resources International Pty Ltd (WMCR
Int’l)

As part of the Sale & Purchase Agreement between WMCR Intl
and the Tampakan Group of Companies, Sagittarius Mines Inc.
(SMI) is required to pay, in two equal instalments, for the shares
transferred by WMCR Int'l in Tampakan Mineral Resources
Corporation (formerly WMC Philippines Inc.) to SMI after the
commencement of production.

The amount due to WMCR Intl on the commencement of
production is US$10m with the Company’s share of this obligation
being 37.50% (2008: 34.23%)

Alsons’ ‘Free-Carry’ Agreement

On 13 December 2004, the Company and Alsons reached
agreement whereby the Company would provide Alsons with a
US$5.0m (A$6.8m) ‘free-carry’ for its existing 5% beneficial
ownership interest in the Tampakan Copper-Gold Project. In
consideration for the ‘free-carry’, Alson agreed to forego its rights
to an additional 5% beneficial ownership interest under the
Alsons’ Option Agreement.

As a result of the additional 1.73% interest acquired during the
year, the overall financial impact of the ‘free-carry’ means that the
Company and Xstrata will fund 35.87% and 64.13% (2008:
35.87% and 64.13%) respectively, of exploration, feasibility and
development expenditures up to US$100m.

The ‘free-carry’ obligation was satisfied during the 2009 year

Anvil Philippines Mining Ventures, Inc.

Indophil (Itogon) Holdings Pty Ltd (I(I)HPL) is in the process of
acquiring a new Company Anvil Philippines Mining Ventures Inc.
(APMVI), in order to acquire mining claims in the Itogon District,
Bengeut Province of the Philippines, from current owners Itogon-
Suyoc Resources Inc. (ISRI). Previously, Anvil Mining Limited
(AML), the parent company of APMVI, entered into an ‘Evaluation
and Development Agreement Mineral Properties in Itogon District’
dated 17 August 2006 to ultimately secure the interests in the
mining claims. This agreement was later amended on
11 February 2009 by ISRI and AML. On 14 July 2009, AML and
I(NHPL entered into an Assignment Agreement, to assign all AML
rights and responsibilities to I(I)HPL.

Per these agreements I(I)HPL is required to pay US$5.400m in
two equal instalments upon reaching the following milestones:

- On completion of the Bankable Feasibility Study

- On commencement of Commercial Production

Consolidated Parent
2009 2008 2009 2008
$000 $000 $000 $000
4,199 4,956 4,199 4,956
- 499 - 499
2,799 - - -
2,799 - - -
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23. EVENTS AFTER BALANCE SHEET

The Zijin takeover Offer opened on 18 January 2010, with relevant interest acceptance levels of 31.66%
at the date of this report. This does not include the Institutional Acceptance Facility which holds a further
9.84% acceptances. The bid is scheduled to close on 16 April 2010.

24. RELATED PARTY DISCLOSURES
Directors
The Directors of the Company during the financial year were:

B Phillips

R Laufmann
T Robbins
K Wightman

The Company has applied Class Order CO 06/05 ‘Transfer of remuneration information into directors’
report’ issued by the Australian Securities & Investments Commission on 30 January 2006 and presented
remuneration information required to be disclosed in the Financial Report under AASB 124 Related Party
Disclosure into the Directors’ Report.

Wholly-owned group transactions

During the financial year, the Company advanced $29.032m (2008: $2.787m) to controlled entities. At the
reporting date, 31 December 2009 and 31 December 2008, Indophil provided $1.115m (2008: $0.613m)
against monies advanced to controlled entities in the Philippines by way of shareholder advances.

Note 13 sets out the Company’s controlled entities.
Entities subject to Class Order relief

Pursuant to Class Order 98/1418, relief has been granted to Indophil Finance Ltd (IFL) and Indophil
Southern Philippines Holdings Limited (ISPHL) from the Corporations Act 2001 requirements for the
preparation, audit and lodgement of their financial reports.

As a condition of the Class Order, the Company, IFL and ISPHL (the “Closed Group”), entered into a
Deed of Cross Guarantee on 21 December 2009. The effect of the deed is that the Company has
guaranteed to pay any deficiency in the event of winding up of the controlled entities or if they do not
meet their obligations when they become due. The controlled entities have also given a similar guarantee
in the event that the Company is wound up or if it does not meet its obligations when they become due
subject to the guarantee.
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(continued)

24. RELATED PARTY DISCLOSURES (Continued)

Entities subject to Class Order relief (Continued)

The consolidated Statement of Comprehensive Income and Statement of Financial Position of the entities

that are members of the Closed Group are as follows:

Consolidated Statement of Comprehensive Income

Closed Group

2009

$000
Profit from continuing operations before income tax (10,888)
Income tax expense 1
Net profit for the period (10,887)
Retained earnings at the beginning of the period 20,461
Transfer of lapsed options 121
Retained earnings at the end of the period 9,695

Consolidated Statement of Financial Position

Closed Group

2009
$000
ASSETS
Current Assets
Cash and cash equivalents 35,913
Other receivables 772
Prepayments 160
Total Current Assets 36,845
Non-Current Assets
Other financial assets 161,891
Plant and equipment 107
Total Non -Current Assets 161,998
TOTAL ASSETS 198,843
LIABILITIES
Current Liabilities
Trade and other liabilities 550
Provisions 7,672
Total Current Liabilities 8,222
Non-Current Liabilities
Provisions 15
Total Non-Current Liabilities 15
TOTAL LIABILITIES 8,237
NET ASSETS 190,606
EQUITY
Equity attributable to  equity holders of the Parent
Contributed Equity 177,769
Retained earnings 9,695
Reserves 3,142
TOTAL EQUITY 190,606
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24. RELATED PARTY DISCLOSURES (continued)

Other related party transactions

Sagittarius Mines Inc. (SMI)

The Company has provided loans to an associate entity, SMI, totalling $111.751m (2008: $75.376m)
under a number of Loan Deeds. An amount of $3.197m advanced to SMI has previously been provided
against.

Interest earned by the Company on loans made to SMI was $3.719m (2008: $2.335m).

The Company provides certain commercial, corporate relations, financial and management support
services to SMI and accordingly, invoiced $0.066m (2008: $0.115m) during the financial year for

management fees.

The remuneration paid to Mr Robbins excludes a consultancy fee of $200,535 (2008: $190,430) of which
$66,437 (2008: $115,246) relates to his secondment to SMI.

Mr Laufmann replaced Mr Robbins as the appointed Indophil nhominated Director on the SMI Board in
February 2009.

Xstrata Queensland Limited (Xstrata)

At the reporting date, 31 December 2009, Xstrata held 78,594,711 ordinary shares in the Company
(2008: 78,594,711).

Alsons Corporation (Alsons)

At the reporting date, 31 December 2009, Alsons and its related bodies held 38,024,900 ordinary shares
in the Company (2008: 13,576,900).

Government Relations Australia Advisory Pty Limited (GRA)

GRA provided advisory services to the Company totaling $0.060m for the period (2008: Nil). Peter
Phillips, a Director of GRA, is related to Brian Phillips, Chairman of the Company.

Lion Selection Group Limited (Lion)

Lion holds nil shares (2008: 26,853,206) in the Company.

Ultimate parent entity

Indophil Resources NL is the ultimate parent entity.
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25. CASH FLOW STATEMENT RECONCILIATION

(@) Reconciliation from the net (loss)/profit after tax to the net cash flows from operating

activities
Consolidated Parent
2009 2008 2009 2008
$000 $000 $000 $000
Net (loss)/profit after income tax (10,586) (14,837) (10,886) (12,018)
Adjustments for:
Depreciation of plant and equipment 125 144 95 116
Interest income (3,931) (2,615) (3,931) (2,615)
Management fees 11 (18) 11 (18)
Impairment of investments:

Loans to controlled entities - - 1,121 613
Share of associate entity’s net (profit)/loss (58) 2,786 - -
Write-offs:

Exploration and evaluation expenditure 1,723 1,738 1,462 1,123

Indophil Employee Share Plan — Loan 35 - 35 -

Reversal of impairment - - (6) -
Net foreign exchange differences 307 7 - -
Share options expensed 901 1,142 901 1,142
Changes in assets and liabilities
(Increase)/decrease in assets

Other receivables 570 973 5 810

Prepayments 31 (138) 37 (139)

Deferred tax asset - 311 - 311
(Decrease)/increase in liabilities

Trade and other payables (2,422) 2,605 (2,462) 2,645

Income tax payable (39) (872) (39) (872)

Provisions 7,485 26 7,492 31
Net cash flows (used in)/from operating activities (5,848) (8,748) (6,165) (8,871)

(b)  Non-cash investing and financing activities

Interest charged by the Company on shareholders’ advances to SMI of $3.719m (2008: $2.335m) has
been credited to the advances balance as disclosed in Note 14.

During the year, the Company issued a further 25.900m Indophil shares in consideration for the remaining
3.27% Alsons’ stake in SMI, at a fair value of $29.473m. In 2008, the Company financed part of the
additional 1.73% interest in the Tampakan Project from Alsons’ by way of issuing 11.100m Indophil
shares on 23 June 2008, at a fair value of $14.208m.

No further shares were issued under the Indophil Employee Share Plan during the year. In 2008, the

Company issued 3.277m ordinary shares in the Company to the Indophil Employee Share Plan at a fair
value of $2.163m.
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26. KEY MANAGEMENT PERSONNEL

(@) Details of Key Management Personnel

0] Chief Executive Officer and Managing Director
R Laufmann

(i)  Other Executives

A Krauser Chief Financial Officer and Company Secretary
S Caithness General Manager - Exploration and Business Development

G Collery Manager - Corporate Affairs
R Mirfield Senior Manager - Technical

(i)  Non-Executive Directors
B Phillips Chairman

T Robbins
K Wightman

(b) Compensation of Key Management Personnel

Consolidated Parent

2009 2008 2009 2008

$000 $000 $000 $000

Short-term employee benefits 1,450 1,843 1,450 1,843
Post-employment benefits 266 402 266 402
Other long-term benefits 18 9 18 9
Termination benefits - - - -
Share-based payments 848 1,043 848 1,043
2,582 3,297 2,582 3,297
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26. KEY MANAGEMENT PERSONNEL (continued)

(c) Options held by Key Management Personnel

Balance at Balance
beginning Net at end of
of Period Granted in Options Change Period Non-
1Jan’09 Remuneration Exercised Other 31 Dec '09 Total Exercisable Exercisable
Directors
B Phillips 1,000,000 - - 1,000,000 1,000,000 1,000,000 -
R Laufmann - - - - - - -
T Robbins 2,500,000 - - 2,500,000 2,500,000 2,333,333 166,667
K Wightman 250,000 - - 250,000 250,000 166,667 83,333
3,750,000 - - 3,750,000 3,750,000 3,500,000 250,000
Executives
A Krauser - - - - - - - -
S Caithness 600,000 - - - 600,000 600,000 400,000 200,000
G Collery 250,000 - - - 250,000 250,000 216,667 33,333
R Mirfield 250,000 - - - 250,000 250,000 166,667 83,333
1,100,000 - - - 1,100,000 1,100,000 783,334 316,666
Total 4,850,000 - - - 4,850,000 4,850,000 4,283,334 566,666
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26. KEY MANAGEMENT PERSONNEL (continued)

(c) Options held by Key Management Personnel (conti  nued)

Balance at Balance

beginning Net at end of

of Period Granted in Options Change Period Non-

1Jan’'08 Remuneration Exercised Other 31 Dec '08 Total Exercisable  Exercisable
Directors
B Phillips 1,000,000 - - - 1,000,000 1,000,000 1,000,000 -
R Laufmann 250,000 - (250,000) - - - - -
T Robbins 2,500,000 - - - 2,500,000 2,500,000 2,000,000 500,000
K Wightman 250,000 - - - 250,000 250,000 83,333 166,667
R Potts @ 250,000 - - - 250,000 250,000 83,333 166,667

4,250,000 - (250,000) - 4,000,000 4,000,000 3,166,666 833,334
Executives
A Krauser - - - - - - - -
S Caithness 600,000 - - - 600,000 600,000 200,000 400,000
G Collery 250,000 - - - 250,000 250,000 133,333 116,667
R Mirfield 250,000 - - - 250,000 250,000 83,333 166,667
A Rivamonte - - - - - - - -

1,100,000 - - - 1,100,000 1,100,000 416,666 683,334
Total 5,350,000 - (250,000) - 5,100,000 5,100,00 3,583,332 1,516,668
Notes:

Q) Mr Potts has passed away and hence ceased directorship on 29 September 2008.
2) Ms Rivamonte resigned from the Company Secretary position on 7 November 2008.
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26. KEY MANAGEMENT PERSONNEL (continued)
(d) Shares held by Key Management Personnel
Balance Granted as On Exercise Other Balance
1Jan’09 Remuneration of Options Changes 31 Dec '09
Directors
B Phillips 100,000 - - - 100,000
R Laufmann 316,750 - - - 316,750
T Robbins 1,171,750 - - - 1,171,750
K Wightman 50,000 - - - 50,000
1,638,500 - - - 1,638,500
Executives
A Krauser - - - - -
S Caithness - - - - -
G Collery 13,000 - - - 13,000
R Mirfield - - - - -
13,000 - - - 13,000
Total 1,651,500 - - - 1,651,500
Balance Granted as On Exercise Other Balance
1Jan’08 Remuneration of Options Changes 31 Dec '08
Directors
B Phillips 100,000 - - - 100,000
R Laufmann 66,750 - 250,000 - 316,750
T Robbins 1,171,750 - - - 1,171,750
K Wightman 50,000 - - - 50,000
R Potts - - - - -
(has passed away and hence ceased
directorship on 29 September 2008)
1,388,500 - 250,000 - 1,638,500
Executives
A Krauser B B B - -
S Caithness - - - - -
G Collery 13,000 - - - 13,000
A Rivamonte ) ) ) ) )
(resigned 7 November 2008)
13,000 - - - 13,000
Total 1,401,500 - 250,000 - 1,651,500
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27. AUDITOR’'S REMUNERATION

Consolidated Parent
2009 2009 2008 2008
$000 $000 $000 $000
Amounts received or due and receivable by Ernst & Young
(Australia) for:
An audit or review of the financial report of the Consolidated
Entity and Indophil Resources NL 123 162 123 162
Other services in relation to the Consolidated Entity and any
other entity in the Consolidated Entity
- Accounting advice 8 14 ) 14
- Tax and corporate advice 26 134 26 134
- Assurance services - other - 17 - 17
157 327 157 327
Amounts received or due and receivable by related practices of
Ernst & Young (Australia) for:
An audit or review of the financial report of the Consolidated
Entity and any other entity in the Consolidated Entity 62 52 21 -
Other services in relation to the Consolidated Entity and any
other entity in the Consolidated Entity
- Tax and corporate advice 108 41 108 41
327 420 286 368
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Directors’ Declaration
FOR THE YEAR ENDED 31 DECEMBER 2009

In accordance with a resolution of the Directors of Indophil Resources NL, | state that:

1. In the opinion of the Directors:

@)

the financial statements, notes and the additional disclosures included in the Directors’
Report designated as audited of the Company and the Group are in accordance with the
Corporations Act 2001, including:

0] giving a true and fair view of the Company’s and the Group’s financial position as at
31 December 2009 and of their performance for the year ended on that date;

(i)  complying with Accounting Standards and Corporations Regulations 2001; 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.

(c) as at the date of this declaration, there are reasonable grounds to believe that the members
of the Closed Group identified in Note 24 will be able to meet any obligations or liabilities to
which they are or may become subject, by virtue of the Deed of Cross Guarantee.

2. This declaration has been made after receiving the declarations required to be made to the

Directors in accordance with section 295A of the Corporations Act 2001 for the financial year
ending 31 December 2009.

On behalf of the Board of Directors

B Phillips
Chairman

30 March 2010

73



Audit Report

FOR THE YEAR ENDED 31 DECEMBER 2009

74



Audit Report

FOR THE YEAR ENDED 31 DECEMBER 2009

75
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FOR THE YEAR ENDED 31 DECEMBER 2009

Additional information required by the Australian Securities Exchange Ltd (ASX) and not shown
elsewhere in this report is as follows. The information is current as at 26 March 2010:

Distribution of ordinary shares

The number of shareholders, by size of holding, is:

Ordinary Shares

Number of Number of
Holders Shares

1-1,000 268 159,339
1,001 - 5,000 662 2,048,022
5,001 — 10,000 484 4,015,356
10,001 — 100,000 688 21,330,167
100,001 — 9,999,999,999 78 391,475,053
Total
The number of parcels with holdings less than
a marketable parcel of shares as defined in the
ASX listing rules 77 2,924

Twenty largest shareholders

Listed Ordinary Shares

Number of  Ordinary Shares

Holders %
Xstrata Queensland Limited 78,594,711 18.76
National Nominees Limited 37,483,983 8.95
ANZ Nominees Limited (Cash Income A/C) 37,246,095 8.89
Alsons Corporation 34,000,000 8.11
HSBC Custody Nominees (Australia) Limited — A/C 2 30,801,135 7.35
HSBC Custody Nominees (Australia) Limited — A/C 3 29,254,814 6.98
HSBC Custody Nominees (Australia) Limited 29,166,338 6.96
JP Morgan Nominees Australia Limited 19,441,081 4.64
CitiCorp Nominees Pty Limited 16,090,725 3.84
HSBC Custody Nominees (Australia) Limited-GSCO-ECA 15,269,943 3.64
Brispot Nominees Pty Ltd 12,946,298 3.09
Zero Nominees Pty Ltd 10,750,000 2.57
UBS Nominees Pty Ltd 6,350,608 1.52
Bainpro Nominees Pty Limited 3,812,450 0.91
Indophil Employee Share Plan Pty Ltd 2,861,161 0.68
CitiCorp Nominees Pty Ltd (Cwlth Bank Off Super A/C) 2,431,069 0.58
CS Fourth Nominees Pty Ltd <Corporate Actions A/C> 2,130,415 0.51
Haustella Pty Ltd 2,012,105 0.48
CS Fourth Nominees Pty Ltd <Unpaid account> 1,739,715 0.42
Merrill Lynch (Australia) Nominees Pty Ltd 1,364,956 0.33
Total 373,747,602 89.21
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Substantial Shareholders

The names of substantial shareholders who have notified Indophil Resources NL in accordance with
Section 671B of the Corporations Act 2001 are as follows:

Number of Shares

Golden Resource Mining (BVI) Limited — Zijin Mining Group 132,670,177
Acorn Capital Limited (held by nominees) 30,591,945
UBS Nominees Pty Ltd and its related bodies corporate (mostly held by other nominees) 27,076,058
Schedule of Interests in Approved Mining Tenements
Tenement Approval Date  Current Project Area Agreement Equity
Ownership (Km 2) Type
FTAA 23/03/1995 Sagittarius Tampakan  304.9 Operating 37.5%
02-95-X1 (R)11/12/02 Mines Inc. Royalty
(Columbio)
MPSA 20/11/1997 Alsons Manat 15.47 Farm-in & 25%
094-97-XI (R)12/04/2002  Development N\Y
Corporation
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