














MIRABELA NICKEL LTD
INCOME STATEMENTS
For the year ended 30 June 2008

Consolidated The Company
2008 2007 2008 2007
Note  AUD (000) AUD (000) AUD (000) AUD (000)

Professional fees 7 (1,401) (168) (1,316) (148)
Employee benefits 8 (5,737) (1,227) (5,549) (1,133)
Contractor expenses - (465) - (465)
Depreciation expense 14 (120) (53) (72) (38)
Exploration expense (72) - (394) (8,969)
Development expense - - (12,134) -
Property lease and overheads (729) (214) (729) (214)
Printing, stationery and postage (204) (91) (204) (91)
Listing and corporate costs (213) (381) (213) (381)
Other expenses from ordinary activities (424) (309) (367) (297)
Results from operating activities (8,900) (2,908) (20,978) (11,736)
Financial income 6 56,913 4,124 56,748 4,124
Financial expense 6 (13,626) (4,315) (13,626) (4,315)
Net financial income/(expense) 43,287 (191) 43,122 (191)
Profit/ (loss) before tax 34,387 (3,099) 22,144 (11,927)
Income tax (expense)/ benefit 9 (14,652) 7 (10,979) 7
Profit/ (loss) for the period 19,735 (3,092) 11,165 (11,920)
Earnings per share

Basic earnings/ (loss) per share (cents per

share) 10 15.46 (3.60)

Diluted earnings/ (loss) per share (cents per

share) 10 14.60 (3.60)

The income statements are to be read in conjunction with the notes to the financial statements set out
on pages 31 to 72.
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MIRABELA NICKEL LTD
Statements of changes in equity
For the year ended 30 June 2008

Consolidated

Accumulated

profit/

Issued capital (losses) Reserves Total equity
For the year ended 30 June 2008 AUD (000) AUD (000) AUD (000) AUD (000)
Balance at 1 July 2007 265,981 (4,639) 223 261,565
Transactions charged direct to equity
Equity settled share based payment transactions - - 3,556 3,556
Share issue net of issue costs 802 - - 802
Effect of translation of foreign operations to
Consolidated Entity presentation currency - - 5,393 5,393
Deferred tax benefit on items charged direct to
equity 2,188 - - 2,188
Total transactions charged direct to equity 268,971 (4,639) 9,172 273,504
Net profit for the period - 19,735 - 19,735
Balance at 30 June 2008 268,971 15,096 9,172 293,239
For the year ended 30 June 2007
Balance at 1 July 2006 20,063 (1,547) 1,973 20,489
Transactions charged direct to equity
Equity settled share based payment transactions - - 155 155
Share issue net of issue costs 245,918 - - 245,918
Reversal of option reserves on conversion of
1,000,000 options - - (1) (1)
Effect of translation of foreign operations to
Consolidated Entity’s presentation currency - - (1,904) (1,904)
Total transactions charged direct to equity 265,981 (1,547) 223 264,657
Net loss for the period - (3,092) - (3,092)
Balance at 30 June 2007 265,981 (4,639) 223 261,565
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MIRABELA NICKEL LTD
Statements of changes in equity
For the year ended 30 June 2008

Company

Accumulated

profit/

Issued capital (losses) Reserves Total equity
For the year ended 30 June 2008 AUD (000) AUD (000) AUD (000) AUD (000)
Balance at 1 July 2007 265,981 (16,905) 396 249,472
Transactions charged direct to equity
Equity settled share based payment transactions - - 3,556 3,556
Share issue net of issue costs 802 - - 802
Effect of translation of foreign operations to
Consolidated Entity’s presentation currency - - - -
Deferred tax benefit on items charged direct to
equity 2,188 - - 2,188
Total transactions charged direct to equity 268,971 (16,905) 3,952 256,018
Net profit for the period - 11,165 - 11,165
Balance at 30 June 2008 268,971 (5,740) 3,952 267,183
For the year ended 30 June 2007
Balance at 1 July 2006 20,063 (4,985) 242 15,320
Transactions charged direct to equity
Equity settled share based payment transactions - - 155 155
Share issue net of issue costs 245,918 - - 245,918
Reversal of option reserves on conversion of
1,000,000 options - - (1) (1)
Effect of translation of foreign operations to
Consolidated Entity’s presentation currency - - - -
Total transactions charged direct to equity 265,981 (4,985) 396 261,392
Net loss for the period - (11,920) - (11,920)
Balance at 30 June 2007 265,981 (16,905) 396 249,472

The statements of changes in equity are to be read in conjunction with the notes to the financial statements
set out on pages 31 to 72.
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MIRABELA NICKEL LTD
Balance sheets

As at 30 June 2008
Consolidated The Company
2008 2007 2008 2007

Note AUD (000) AUD (000) AUD (000) AUD (000)
Assets
Cash and cash equivalents 11 45,955 216,307 27,373 213,439
Other receivables and prepayments 12 1,274 973 610 768
Other financial assets 13 34,585 1,711 34,585 1,711
Total current assets 81,814 218,991 62,568 215,918
Property, plant and equipment 14 268,765 6,753 6,630 4,073
Exploration and evaluation expenditure 15 5,664 37,146 - -
Other financial assets 13 - - 209,740 30,789
Total non-current assets 274,429 43,899 216,370 34,862
Total assets 356,243 262,890 278,938 250,780
Liabilities
Trade and other payables 16 50,391 1,259 2,838 1,241
Provisions 17 150 67 127 67
Current tax liability 9 8,819 - 5,146 -
Total current liabilities 59,360 1,325 8,111 1,308
Deferred tax liability 9 3,644 - 3,644 -
Total non-current liabilities 3,644 - 3,644 -
Total liabilities 63,004 1,325 11,755 1,308
Net assets 293,239 261,565 267,183 249,472
Equity
Contributed equity 19 268,971 265,981 268,971 265,981
Reserves 20 9,172 223 3,952 396
Accumulated losses 15,096 (4,639) (5,740) (16,905)
Total equity 293,239 261,565 267,183 249,472

The balance sheets are to be read in conjunction with the notes to the financial statements set out

on pages 31 to 72.
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MIRABELA NICKEL LTD
Statements of cash flows
For the year ended 30 June 2008

Consolidated The Company
2008 2007 2008 2007
Note  AUD (000) AUD (000) AUD (000) AUD (000)
Cash flows from operating activities
Cash paid to suppliers and employees (3,944) (2,696) (4,238) (2,984)
Net cash used in operating activities 24 (3,944) (2,696) (4,238) (2,984)
Cash flows from investing activities
Proceeds from the settlement of forward
contracts 17,202 - 17,202 -
Acquisition of property, plant and
equipment (172,096) (6,665) (13,742) (4,001)
Payment for exploration and evaluation
expenditure (5,736) (25,034) (394) -
Payment for investments in subsidiaries - - (163,252) (29,866)
Loan to subsidiaries - - (15,699) -
Net cash used in investing activities (160,630) (31,699) (175,885) (33,867)
Cash flows from financing activities
Proceeds from the issue of share capital 1,052 257,443 1,052 257,443
Share issue cost (250) (11,384) (250) (11,384)
Interest received 6,837 2,413 6,672 2,413
Net cash from financing activities 7,639 248,472 7,474 248,472
Net (decrease)/increase in cash and cash
equivalents (156,935) 214,077 (172,649) 211,621
Cash and cash equivalents at 1 July 216,307 6,428 213,439 6,016
Effect of exchange rate fluctuations on
cash held (13,417) (4,197) (13,417) (4,197)
Cash and cash equivalents at 30 June 11 45,955 216,307 27,373 213,439

The cash flow statements are to be read in conjunction with the notes to the financial statements set out

on pages 31 to 72.
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MIRABELA NICKEL LTD

Notes to the financial statements

1. REPORTING ENTITY

Mirabela Nickel Limited (the ‘Company’) is a company domiciled in Australia. The address of the Company’s
registered office is Level 21, Allendale Square, 77 St Georges Terrace, Perth WA 6000. The consolidated
financial statements of the Company as at and for the year ended 30 June 2008 comprise the Company and
its subsidiary (together referred to as the ‘Consolidated Entity’). The Consolidated Entity is primarily
involved in development and exploration of mineral properties in Brazil.

2. BASIS OF PREPARATION

(a)

(b)

(c)

(d)

Statement of compliance

This financial report is a general purpose financial report which has been prepared in accordance
with Australian Accounting Standards (‘AASBs’) (including Australian Interpretations) adopted by
the Australian Accounting Standards Board (‘AASB’) and the Corporations Act 2001. The Company’s
and the consolidated financial report of the Consolidated Entity also comply with International
Financial Reporting Standards (IFRS) and interpretations adopted by the International Accounting
Standards Board.

The financial statements were approved by the Board of Directors on 30 September 2008.

Basis of measurement

The consolidated financial statements have been prepared on the historical cost basis except for
the following:

- financial instruments at fair value through profit or loss are measured at fair value
- liabilities for cash-settled share-based payment arrangements are measured at fair value.

The methods used to measure fair values are discussed further in note 4.

Functional and presentation currency

These consolidated financial statements are presented in Australian dollars, which is the
Company’s functional currency. The functional currency of the Company’s foreign subsidiary is
Brazilian Real.

The functional currency of each of the Consolidated Entity’s entities is measured using the currency
of the primary economic environment in which that entity operates.

Use of estimates and judgments

The preparation of financial statements requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in any future periods
affected.

In particular, information about significant areas of estimation uncertainty and critical judgments in
applying accounting policies that have the most significant effect on the amount recognised in the
financial statements are described in the following notes:

e Note 21 — valuation of financial instruments

e Note 9 — utilisation of tax losses
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MIRABELA NICKEL LTD

Notes to the financial statements

(e)

e Note 8 — measurement of share-based payments.

e Note 14 — estimates of useful lives and recoverability of property, plant and equipment

Financial Position

The financial report has been prepared on a going concern basis that contemplates the continuity
of normal business activities and the realisation of assets and extinguishment of liabilities in the
ordinary course of business.

The Consolidated Entity requires significant further funding during the 2009 financial year in order
to meet its obligations as they fall due but particularly to complete the construction and
commissioning of the Santa Rita Nickel Project (“Project”). Construction and commissioning of the
Project is expected to incur total capital and commissioning costs of approximately US$515 million.

As at the 30 June 2008 balance date, the Consolidated Entity had sufficient shareholder funds to
meet the equity component of the funding requirement, with the remainder of the requirement
anticipated to be sourced through (i) a US$280 million senior debt facility, (i) US$100 million of
debt provided through loans from offtakers which are subordinated to the senior debt facility, and
(iii) an equipment financing lease for the proposed mining fleet.

The disclosure at Note 26 “Subsequent Events” sets out the detail of funding received by the
Consolidated Entity subsequent to 30 June 2008. In summary, those events include:

e Entering into an offtake and prepayment loan agreement with Votorantim Metais Niquel
S.A., whereby the Consolidated Entity has contracted to sell 50% of its nickel concentrate
production and has received a SUS50 million prepayment facility, subordinated to the senior
loan facility and fully drawn in August 2008.

e Entering an offtake and prepayment loan agreement with Norilsk Nickel Harjavalta OY,
whereby the Consolidated Entity has contracted to sell 50% of its nickel concentrate
production and has received a SUS50 million prepayment facility, which is intended to be
drawn in October 2008.

e Entering into a bridge loan facility with mandated lead arrangers for SUS80 million.

e Entering into a US$280 million underwritten senior term loan facility with the lead arrangers
for financing of the remaining capital and commissioning costs. To 30 September 2008,
SUS50 million of the bridge facility has been drawn. The bridge loan facility will be repaid on
drawdown of the US$280 million senior term loan facility.

Completion under the senior term loan facility and subsequent drawdown of the funds is subject to
normal banking conditions precedent, including the successful syndication of the facility. Certain
significant conditions and events which have already been concluded in satisfaction of these
conditions are:

e Completion of metal hedging of 17,000 tonnes of nickel at an average price of $US8.00/ Ib
and 9,000 tonnes of copper at an average price of $US2.73/ lb in support of the Project

e Finalisation of lenders’ due diligence, including an independent tax review of the project
financial model and an Independent Expert’s Report

e Launch of the senior term loan syndication

The Directors are confident that the senior term loan facility will be successfully completed for an
amount sufficient to enable the completion of the construction and commissioning of the Project.
Should the Consolidated Entity not succeed in completing and drawing the senior term loan facility,
the Company will be required to seek alternative debt or equity funding or a combination of the
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MIRABELA NICKEL LTD

Notes to the financial statements

two. The Directors are confident that such alternative arrangements, if required, would be
successfully achieved to enable the Consolidated Entity to fund its obligations and to continue as a
going concern.

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements and have been applied consistently by Consolidated Entity entities.

(a) Basis of consolidation

(i) Subsidiaries

Subsidiaries are entities controlled by the Company. Control exists when the Company has the
power, directly or indirectly, to govern the financial and operating policies of an entity so as to obtain
benefits from its activities. In assessing control, potential voting rights that presently are exercisable
or convertible are taken into account. The financial statements of subsidiaries are included in the
consolidated financial statements from the date that control commences until the date that control
ceases.

Investments in subsidiaries are carried at their cost of acquisition in the Company’s financial
statements.

(ii) Transactions eliminated on consolidation

Intra group balances, and any unrealised gains and losses or income and expenses arising from intra
group transactions, are eliminated in preparing the consolidated financial statements.

(b) Foreign currency
(i) Foreign currency transactions

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of
the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are translated to Australian dollars at the foreign exchange rate ruling at that date.
Foreign exchange differences arising on translation are recognised in the income statement. Non-
monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are
translated using the exchange rate at the date of the transaction. Non-monetary assets and
liabilities denominated in foreign currencies that are stated at fair value are translated to Australian
dollars at foreign exchange rates ruling at the dates the fair value was determined.

(ii) Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising
on consolidation, are translated to Australian dollars at foreign exchange rates ruling at the balance
sheet date. The revenues and expenses of foreign operations are translated to Australian dollars at
rates approximating to the foreign exchange rates ruling at the dates of the transactions. Foreign
exchange differences arising on retranslation are recognised directly in a separate component of
equity.
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MIRABELA NICKEL LTD

Notes to the financial statements

(iii) Net investment in foreign operations

Exchange differences arising from the translation of the net investment in foreign operations, and of
related hedges are taken to translation reserve. They are released into the income statement upon
disposal.

(c) Financial instruments
(i) Non-derivative financial instruments

Non-derivative financial instruments comprise investments in equity and debt securities, trade and
other receivables, cash and cash equivalents, loans and borrowings, and trade and other payables.

Non-derivative financial instruments are recognised initially at fair value plus, for instruments not at
fair value through profit or loss, any directly attributable transaction costs, except as described
below. Subsequent to initial recognition non-derivative financial instruments are measured as
described below.

A financial instrument is recognised if the Consolidated Entity becomes a party to the contractual
provisions of the instrument. Financial assets are derecognised if the Consolidated Entity’s contractual
rights to the cash flows from the financial assets expire or if the Consolidated Entity transfers the
financial asset to another party without retaining control or substantially all risks and rewards of the
asset. Regular way purchases and sales of financial assets are accounted for at trade date, i.e., the date
that the Consolidated Entity commits itself to purchase or sell the asset. Financial liabilities are
derecognised if the Consolidated Entity’s obligations specified in the contract expire or are discharged
or cancelled.

Accounting for finance income and expense is discussed in note 3(I(i)).

(i) Derivative financial instruments

The Consolidated Entity holds derivative financial instruments to hedge its foreign currency
exposures. Derivatives are recognised initially at fair value. Subsequent to initial recognition,
derivatives are measured at fair value, and changes therein are recognised in the profit and loss.

(ii) Share capital

Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to issue of ordinary
shares and share options are recognised as a deduction from equity, net of any related income tax
benefit.

(d) Property, plant and equipment
(i) Recognition and measurement

Items of property, plant and equipment are stated at cost or less accumulated depreciation (see
below) and impairment losses (note 3(h)). Cost includes expenditure that is directly attributable to
the acquisition of the asset. The cost of self-constructed assets and acquired assets includes the cost
of materials, direct labour, any other costs directly attributable to bringing the asset to working
condition for its intended use and the costs of dismantling and removing the items and restoring the
site on which they are located.

Mining development assets include costs transferred from exploration and evaluation assets once
technical feasibility and commercial viability of an area of interest are demonstrable and subsequent
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MIRABELA NICKEL LTD

Notes to the financial statements

(f)

costs to develop the mine to the production phase. Mine development assets are accounted for in
terms of note 3(g) below.

(ii) Subsequent costs

The Consolidated Entity recognises in the carrying amount of an item of property, plant and
equipment the cost of replacing part of such an item when that cost is incurred if it is probable that
the future economic benefits embodied within the item will flow to the Consolidated Entity and the
cost of the item can be measured reliably. All other costs are recognised in the income statement as
an expense as incurred.

(iii) Depreciation

The carrying amounts of property, plant and equipment (including initial and subsequent capital
expenditure) are depreciated to their estimated residual value over the estimated useful lives of the
specific assets concerned or the estimated life to the associated mine, if shorter. Depreciation is
calculated using a straight line method over the estimated useful lives of each part of an item of
property, plant and equipment or are depreciated on the units of production basis over the life of
the economically recoverable reserves.

The estimated useful lives in the current and comparative periods are as follows:
Plant and equipment 2.5to 10 years

The residual value, the useful life and the depreciation method applied to an asset are reassessed at
least annually.

Gains and losses on disposal of an item of property, plant and equipment are determined by comparing
the proceeds from disposal with the carrying amount of property, plant and equipment and are
recognised net within “other income” in profit or loss. When revalued assets are sold, the amounts
included in the revaluation reserve are transferred to retained earnings.

Exploration and evaluation expenditure

Exploration and evaluation costs, which are intangible costs, including the costs of acquiring licences,
are capitalised as exploration and evaluation assets on an area of interest basis. Costs incurred
before the Consolidated Entity has obtained the legal rights to explore an area are recognised in the
income statement.

Exploration and evaluation assets are only recognised if the rights of the area of interest are current
and either:

(i) the expenditures are expected to be recouped through successful development and
exploitation of the area of interest; or

(ii) activities in the area of interest have not at the reporting date, reached a stage which
permits a reasonable assessment of the existence or other wise of economically recoverable
reserves and active and significant operations in, or in relation to, the area of interest are
continuing.

Exploration and evaluation assets are assessed for impairment if (i) sufficient data exists to
determine technical feasibility and commercial viability, and (ii) facts and circumstances suggest that
the carrying amount exceeds the recoverable amount (note 3(h)). For the purposes of impairment
testing, exploration and evaluation assets are allocated to cash-generating units to which the
exploration activity relates. The cash generating unit shall not be larger than the area of interest.

Once the technical feasibility and commercial viability of the extraction of mineral resources in an
area of interest are demonstrable, exploration and evaluation assets attributable to that area of
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Notes to the financial statements

(s

(h

(i)

)

~

interest are first tested for impairment and then reclassified from intangible assets to mining
property and development assets within property, plant and equipment.

Mine development

Once the technical feasibility and commercial viability of the extraction of mineral resources in a
particular area of interest become demonstrable the exploration and evaluation assets attributable to
that area of interest are reclassified as mine development and disclosed as a component of property,
plant and equipment. All development costs subsequently incurred within that area of interest are
capitalised and carried at cost.

Amortisation of capitalised mine development costs is provided on the unit-of-production method
resulting in an amortisation charge proportional to the depletion of the economically recoverable
mineral resources. Costs are amortised from the commencement of production.

(i) Overburden removal costs

Overburden and other mine waste material are often removed during the initial development of a
mine site in order to access the mineral deposit. The directly attributable costs (inclusive of an
allocation of relevant overhead expenditure) are capitalised as development costs within property,
plant and equipment. Capitalisation ceases and depreciation of those costs commences at the time
that saleable material begins to be extracted from the mine. Depreciation is determined on a unit of
production basis for each area of interest.

(ii) Leased Assets

Leases in terms of which the Consolidated Entity assumes substantially all the risks and rewards of
ownership are classified as finance leases. Upon initial recognition the leased asset is measured at an
amount equal to the lower of its fair value and the present value of the minimum lease payments.
Subsequent to initial recognition, the asset is accounted for in accordance with the accounting policy
applicable to that asset.

Other leases are operating leases and, except for investment property, the leased assets are not

recognised on the Consolidated Entity’s balance sheet. Investment property held under an operating
lease is recognised on the Consolidated Entity’s balance sheet at its fair value.

Other receivables
Other receivables are recorded at amounts due less any allowance for doubtful debts.

Impairment

The carrying amounts of the Consolidated Entity’s assets, other than exploration assets (note 3(e)), and
deferred tax assets, are reviewed at each balance sheet date to determine whether there is any
indication of impairment. If any such indication exists, the asset’s recoverable amount is estimated
(note 3(h(i))).

An impairment loss is recognised whenever the carrying amount of an asset or its cash generating
unit exceeds its recoverable amount. Impairment losses are recognised in the income statement
unless the asset has previously been revalued, in which case the impairment loss is recognised as a
reversal to the extent of that previous revaluation with any excess recognised through profit or loss.
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Notes to the financial statements

@

Impairment losses recognised in respect of cash-generating units are allocated first to reduce the
carrying amount of any goodwill allocated to the cash-generating unit (group of units) and then, to
reduce the carrying amount of the other assets in the unit (group of units) on a pro rata basis.

(i) Calculation of recoverable amount

The recoverable amount of the Consolidated Entity’s investments in held-to-maturity securities and
receivables carried at amortised cost is calculated as the present value of estimated future cash
flows, discounted at the original effective interest rate (i.e. the effective interest rate computed at
initial recognition of these financial assets). Receivables with a short duration are not discounted.

Impairment of receivables is not recognised until objective evidence is available that a loss event has
occurred. Significant receivables are individually assessed for impairment. Impairment testing of
significant receivables that are not assessed as impaired individually is performed by placing them
into portfolios of significant receivables with similar risk profiles and undertaking a collective
assessment of impairment. Non-significant receivables are not individually assessed. Instead,
impairment testing is performed by placing non-significant receivables in portfolios of similar risk
profiles, based on objective evidence from historical experience adjusted for any effects of
conditions existing at each balance date.

The recoverable amount of other assets is the greater of their fair value less costs to sell and value in
use. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. For an asset that does not generate largely independent cash
inflows, the recoverable amount is determined for the cash-generating unit to which the asset
belongs.

(ii) Reversals of impairment

Impairment losses, other than in respect of goodwill, are reversed when there is an indication that
the impairment loss may no longer exist and there has been a change in the estimate used to
determine the recoverable amount.

An impairment loss in respect of goodwill is not reversed.

An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed
the carrying amount that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.

Employee benefits
(i) Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed
contributions into a separate entity and will have no legal or constructive obligation to pay further
amounts. Obligations for contributions to defined contribution plans are recognised as a personnel
expense in profit or loss when they are due. Prepaid contributions are recognised as an asset to the
extent that a cash refund or a reduction in future payments is available.

(ii) Termination benefits

Termination benefits are recognised as an expense when the Consolidated Entity is demonstrably
committed, without realistic possibility of withdrawal, to a formal detailed plan to either terminate
employment before the normal retirement date or to provide termination benefits as a result of an
offer made to encourage voluntary redundancy. Termination benefits for voluntary redundancies
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are recognised as an expense if the Consolidated Entity has made an offer encouraging voluntary
redundancy, it is probable that the offer will be accepted, and the number of acceptances can be
estimated reliably.

(iii) Share-based payment transactions

The directors may, at their discretion, issue options to employees or consultants of the Company or
Consolidated Entity as part of their compensation arrangement. The fair value of options granted is
recognised as an employee or consultant’s expense with a corresponding increase in equity. The fair
value is measured at grant date and spread over the period during which the employees become
unconditionally entitled to the options. The fair value of the options granted is measured using a
binomial option-pricing model, taking into account the terms and conditions upon which the options
were granted. The amount recognised as an expense is adjusted to reflect the actual number of
share options that vest except where forfeiture is only due to share prices not achieving the
threshold for vesting.

(iv) Wages, salaries and annual leave

Liabilities for employee benefits for wages, salaries and annual leave that are expected to be settled
within 12 months of the reporting date represent present obligations resulting from employees’
services provided to reporting date, are calculated at undiscounted amounts based on remuneration
wage and salary rates that the consolidated entity expects to pay as at reporting date including
related on-costs, such as workers compensation insurance and payroll tax.

(k) Provisions

(n

A provision is recognised in the balance sheet when the Consolidated Entity has a present legal or
constructive obligation as a result of a past event, and it is probable that an outflow of economic
benefits will be required to settle the obligation. If the effect is material, provisions are determined
by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, when appropriate, the risks specific to the liability.

(i) Mine closure and site restoration

Mine closure and restoration costs include the costs of dismantling and demolition of infrastructure
or decommissioning, the removal of residual material and the remediation of disturbed areas specific
to the site. Provisions are recognised at the time that the environmental disturbance occurs.

The provision is the best estimate of the present value of the future cash flows required to settle the
restoration obligation at the reporting date, based on current legal requirements and technology.
Future restoration costs are reviewed annually and any changes are reflected in the present value of
the restoration provision at the end of the financial year.

The amount of the provision for future restoration costs is capitalised as an asset and recognised in
property, plant and equipment and is depreciated over the useful life of the mineral resource. The
unwinding of the effect of discounting on the provision is recognised as a finance cost.

Trade and other payables

Trade and other payables are non-interest bearing liabilities stated at cost and settled within 30
days.
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(m) Finance income and expenses

(n

~

Finance income comprises interest income on funds invested, dividend income, gains on the disposal of
available for sale assets, change in value of financial assets at fair value through profit or loss, foreign
currency gains, and gains on hedging instruments that are recognised in profit or loss. Interest income
is recognised in the income statement as it accrues, using the effective interest method. Dividend
income is recognised in the income statement on the date the entity’s right to receive payments is
established which in the case of quoted securities is the ex-dividend date.

Finance expenses comprise interest expense on borrowings, unwinding of discount on provisions,
dividend on preference shares classified as liabilities, foreign currency losses, changes in value of
financial assets at fair value through profit or loss, impairment losses recognised on financial assets,
and losses on hedging instruments that are recognised in profit or loss. All borrowing costs are
recognised in profit or loss using the effective interest rate.

Foreign currency gains and losses are reported on a net basis.

Income tax

Income tax on the income statement for the periods presented comprises current and deferred tax.
Income tax is recognised in the income statement except to the extent that it relates to items
recognised directly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantially enacted at the balance sheet date, and any adjustment to tax payable in respect of
previous years.

Deferred tax is provided using the balance sheet liability method, providing for temporary
differences between the carrying amounts of assets and liabilities for financial reporting purposes
and the amounts used for taxation purposes.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will
be available against which the asset can be utilised. Deferred tax assets are reduced to the extent
that it is no longer probable that the related tax benefit will be realised, or to the extent that the
Consolidated Entity has deferred tax liabilities with the same taxation authority.

Additional income taxes that arise from the distribution of dividends are recognised at the same time
as the liability to pay the related dividend.

(o) Earnings per share

The Consolidated Entity presents basic and diluted earnings per share (EPS) data for its ordinary
shares. Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders by
the weighted average number of ordinary shares outstanding during the period.

Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and
the weighted average number of ordinary shares outstanding for the effects of all dilutive potential
ordinary shares, which comprise convertible notes and share options granted to employees.

(p) Segment reporting

A segment is a distinguishable component of the Consolidated Entity that is engaged either in
providing products or services (business segment), or in providing products or services within a
particular economic environment (geographical segment), which is subject to risks and rewards that
are different from those of other segments.
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(q) Goods and Services Tax

(r)

Revenue, expenses and assets are recognised net of the amount of goods and services tax (GST),
except where the amount of GST incurred is not recoverable from the taxation authority. In these
circumstances, the GST is recognised as part of the cost of acquisition of the asset or as part of the
expense.

Receivables and payables are stated with the amount of GST included. The net amount of GST
recoverable from, or payable to, the ATO is included as a current asset or liability in the statement of
financial position.

Cash flows are included in the statement of cash flows on a gross basis. The GST components of cash
flows arising from investing and financing activities which are recoverable from, or payable to, the
ATO are classified as operating cash flows.

New standards and interpretations not yet adopted

The following standards, amendments to standards and interpretations have been identified as those
which may impact the entity in the period of initial application. They are available for early adoption
at 30 June 2008, but have not been applied in preparing this financial report:

. Revised AASB 3 Business Combinations changes the application of acquisition accounting for
business combinations and the accounting for non-controlling (minority) interests. Key
changes include: the immediate expensing of all transaction costs; measurement of contingent
consideration at acquisition date with subsequent changes through the income statement;
measurement of non-controlling (minority) interests at full fair value or the proportionate
share of the fair value of the underlying net assets; guidance on issues such as reacquired
rights and vendor indemnities; and the inclusion of combinations by contract alone and those
involving mutuals. The revised standard becomes mandatory for the Consolidated Entity’s 30
June 2010 financial statements. The Consolidated Entity has not yet determined the potential
effect of the revised standard on the Consolidated Entity’s financial report.

. AASB 8 Operating Segments introduces the “management approach” to segment reporting.
AASB 8, which becomes mandatory for the Consolidated Entity’s 30 June 2010 financial
statements, will require the disclosure of segment information based on the internal reports
regularly reviewed by the Consolidated Entity’s Chief Operating Decision Maker in order to
assess each segment’s performance and to allocate resources to them. Currently the
Consolidated Entity presents segment information in respect of its business and geographical
segments (see note 5).

. Revised AASB 101 Presentation of Financial Statements introduces as a financial statement
(formerly “primary” statement) the “statement of comprehensive income”. The revised
standard does not change the recognition, measurement or disclosure of transactions and
events that are required by other AASBs. The revised AASB 101 will become mandatory for
the Consolidated Entity’s 30 June 2010 financial statements. The Consolidated Entity has not
yet determined the potential effect of the revised standard on the Consolidated Entity’s
disclosures.

° Revised AASB 123 Borrowing Costs removes the option to expense borrowing costs and
requires that an entity capitalise borrowing costs directly attributable to the acquisition,
construction or production of a qualifying asset as part of the cost of that asset. The revised
AASB 123 will become mandatory for the Consolidated Entity’s 30 June 2010 financial
statements and will constitute a change in accounting policy for the Consolidated Entity. In
accordance with the transitional provisions the Consolidated Entity will apply the revised AASB
123 to qualifying assets for which capitalisation of borrowing costs commences on or after the
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effective date. The Consolidated Entity has not yet determined the potential effect of the
revised standard on future earnings.

. Revised AASB 127 Consolidated and Separate Financial Statements changes the accounting for
investments in subsidiaries. Key changes include: the remeasurement to fair value of any
previous/retained investment when control is obtained/lost, with any resulting gain or loss
being recognised in profit or loss; and the treatment of increases in ownership interest after
control is obtained as transactions with equity holders in their capacity as equity holders. The
revised standard will become mandatory for the Consolidated Entity’s 30 June 2010 financial
statements. The Consolidated Entity has not yet determined the potential effect of the revised
standard on the Consolidated Entity’s financial report.

. AASB 2008-1 Amendments to Australian Accounting Standard - Share-based Payment: Vesting
Conditions and Cancellations changes the measurement of share-based payments that contain
non-vesting conditions. AASB 2008-1 becomes mandatory for the Consolidated Entity’s 30
June 2010 financial statements. The Consolidated Entity has not yet determined the potential
effect of the amending standard on the Consolidated Entity’s financial report.

4. DETERMINATION OF FAIR VALUES

A number of the Consolidated Entity’s accounting policies and disclosures require the determination of fair
value, for both financial and non-financial assets and liabilities. Fair values have been determined for
measurement and/or disclosure purposes based on the following methods. Where applicable, further
information about the assumptions made in determining fair values is disclosed in the notes specific to that
asset or liability.

Derivative Financial Instruments

The fair value of forward foreign exchange contracts is based on their listed market price, if available. If a
listed market price is not available, then fair value is estimated by discounting the difference between the
contractual forward price and the current forward price for the residual maturity of the contract using a
risk-free interest rate (based on government bonds).

Share-based payment transactions

The fair value of employee stock options is measured using a binomial lattice model. Measurement inputs
include share price on measurement date, exercise price of the instrument, expected volatility (based on
weighted average historic volatility adjusted for changes expected due to publicly available information),
weighted average expected life of the instruments (based on historical experience and general option holder
behaviour), expected dividends and the risk-free interest rate (based on government bonds). Service and non-
market performance conditions attached to the transactions are not taken into account in determining fair
value.

5. SEGMENT INFORMATION

During the year Mirabela Nickel Limited operated in one business segment — mineral exploration and
development, and in one primary geographical area — Brazil.
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6. NET FINANCIAL INCOME

Interest received

Gain on settlement on forward foreign exchange

contracts

Unrealised gain on forward foreign exchange

contracts

Unrealised foreign exchange gain

Realised foreign exchange loss

Net financial income

7. PROFESSIONAL FEES

Audit services
Auditors of the Company
KPMG Australia:

Audit and review of financial reports

KPMG Brazil:

Audit and review of financial reports

KPMG Australia:

Other assurance services
Total auditors' remuneration
Tax compliance

Legal Fees

Other professional costs

Total professional fees

Consolidated The Company
2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000)
6,837 2,413 6,672 2,413
17,202 - 17,202 -
32,874 1,711 32,874 1,711
56,913 4,124 56,748 4,124
(13,417) (4,315) (13,417) (4,315)
(209) - (209) -
(13,626) (4,315) (13,626) (4,315)
43,287 (191) 43,122 (191)
Consolidated The Company
2008 2007 2008 2007
AUD AUD AUD AUD
(74,833) (72,788) (74,833) (72,788)
(20,823) (11,803)
(29,210) (10,250) (29,210) (10,250)
(124,866) (94,841) (104,043) (83,038)
(56,281) (17,000) (56,281) (17,000)
(201,361) (44,772) (206,502) (44,772)
(1,018,268) (10,947) (949,668) (2,728)
(1,400,776) (167,560) (1,316,494) (147,538)
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8. EMPLOYEE BENEFITS

Note
Salaries and fees
Superannuation
Share based payments expense (b)

Share-based payments
a) Option Plans

Consolidated The Company
2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000)
(2,073) (1,045) (1,885) (951)
(108) (28) (108) (28)
(3,556) (154) (3,556) (154)
(5,737) (1,227) (5,549) (1,133)

On 28 April 2005, the consolidated entity established a share option program that entitles senior
employees and consultants to purchase shares in the entity. In accordance with this program options are
exercisable at the market price of the shares at the date of grant.

The terms and conditions of the grants are as follows, whereby all options are settled by physical delivery

of shares:
Contractual
Grant . Number of . . .
Employee Entitled . Vesting conditions life of
Date instruments .
options
25 May 2005 Consultants Options 800,000 | Pro-rata over 2 years 4 years
25 May 2005 Consultants Options 400,000 | Pro-rata over 3 years 4 years
16 June 2005 Directors' Options 100,000 | The first commercial shipment of 4 years
saprolite ore by the company.
16 June 2005 Directors' Options 100,000 | Completion of a bankable feasibility 4 years
study on the Santa Rita nickel project
16 June 2005 Directors' Options 200,000 | Completion of financing for the 4 years
development of Santa Rita project
24 April 2006 Consultants Options 200,000 | Probable reserve and mine design 4 years
24 April 2006 Consultants Options 250,000 | Project financing (debt and equity) 4 years
24 April 2006 Consultants Options 200,000 | Completion of EPCM contract 4 years
24 April 2006 Consultants Options 50,000 | Flow sheet design 4 years
24 April 2006 Consultants Options 150,000 | Six months remaining on the project 4 years
24 April 2006 Consultants Options 150,000 | Twelve months remaining on the 4 years
project
09 August 2007 Directors' Options 1,200,000 | Two years of service 4 years
09 August 2007 Directors' Options 600,000 | Two years of service 4 years
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09 August 2007 Employees & 1,400,000 | Commissioning of plant 4 years
Consultant Options
30 November 2007 Directors' Options 150,000 | Two years of service 4 years
30 November 2007 Directors' Options 150,000 | Two years of service 4 years
17 April 2008 Consultant Options 350,000 | Two years of service 4 years
Total share options 6,450,000
Set out below are the summaries of options granted under the plan:
Consolidated and parent entity — 2008
Balance at Granted Exercised  Forfeited Balance Exercisable
Exercise startofthe duringthe during the during at end of at end of
Grant date Expiry date price year year year the year the year the year
Number Number Number Number  Number Number
25/05/2005 30/06/2009  $0.60 1,050,000 - 800,000 - 250,000 250,000
16/06/2005 30/06/2009  $0.60 400,000 - - - 400,000 -
24/04/2006 30/09/2009  $0.95 1,000,000 - 181,100 - 818,900 250,000
9/08/2007 23/02/2011  $5.60 - 1,800,000 - - 1,800,000 -
9/08/2007 30/06/2011  $6.20 - 1,400,000 - - 1,400,000 -
30/11/2007 7/09/2011 $6.20 - 300,000 - - 300,000 -
17/04/2008 31/12/2011  $6.20 - 350,000 - - 350,000 =
2,450,000 3,850,000 981,100 - 5,318,900 500,000
Weighted average exercise price $0.74 $5.92 $0.66 $4.50 $0.78
Consolidated and parent entity — 2007
Exercisabl
Balance at Granted Exercised Forfeited  Balance at eatend
Exercise start of during the duringthe duringthe end of the of the
Grant date Expiry date price the year year year year year year
Number Number Number Number Number Number
25/05/2005 30/06/2009 $0.60 1,050,000 - - - 1,050,000 1,200,000
16/06/2005 30/06/2009 $0.60 400,000 - - - 400,000 -
24/04/2006 30/09/2009 $0.95 1,000,000 - - - 1,000,000 -
2,450,000 - - - 2,450,000 1,200,000
Weighted average exercise price $0.74 - - - $0.73 $0.60
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The options outstanding at 30 June 2008 have an exercise price in the range of $0.60 to $6.20 and a
weighted average contractual life of 4 years.

During the financial year 981,100 options issued under the plan were exercised for $652,045. (2007: Nil).

The fair value of services received in return for share options granted are measured by reference to the fair
value of share options granted. The estimate of the fair value of the services received is measured based
on the binomial option-pricing model. The contractual life of the option is used as an input into this model.
Expectations of early exercise are incorporated into the binomial option-pricing model.

Consultant
Director & employee Director Executive
2008 options options options options
issued on issued on issued on granted on
9 August 9 August 30 November 17 April
2007 2007 2007 2008
Fair value at measurement date $2.397 $1.907 $2.800 $3.100
Share price on grant date $4.72 $4.72 $6.39 $6.20
Exercise price $5.60 $6.20 $6.20 $6.20
Expected volatility 55 55 55 60
(expressed as weighted average volatility
used in the modeling under binominal
option-pricing model)
Option life 4 years 4 years 4 years 3.7 years
(expressed as weighted average life used in
the modeling under binominal option-pricing
model)
Expected dividends - - - -
Risk-free interest rate
(based on national government bonds) 6.35% 6.25% 6.47% 6.14%

The expected volatility is based on the historic volatility (calculated based on the weighted average
remaining life of the share options), adjusted for any expected changes to future volatility due to publicly
available information.

Share options are granted under a service condition and, for grants to key management personnel, market
and non-market performance conditions. Non-market performance conditions are not taken into account
in the grant date fair value measurement of the services received.
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b) Expenses arising from share-based transactions

Consolidated The Company
2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000)
Share options granted in 2005 - equity settled - 15 - 15
Share options granted in 2006 - equity settled 132 139 132 139
Share options granted in 2008 - equity settled 3,424 - 3,424 -
Total expense recognised as employee costs 3,556 154 3,556 154

9. INCOME TAX EXPENSE
Major components of income tax expense for the years ended 30 June 2008 and 2007 are:
Consolidated The Company
2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000)

Current tax expense
Current income (8,819) 7 (5,146) 7
Deferred tax expense

Relating to origination and reversal of temporary
differences (5,833) - (5,833) -

Income tax (expense)/ benefit reported in
income statement (14,652) 7 (10,979) 7

Statement of changes in equity
Deferred tax expense

Capital raising costs (2,188) - (2,188) -

Income tax expense reported in equity (2,188) - (2,188) -

A reconciliation of income tax benefit applicable to accounting profit before income tax at the statutory
income tax rate to income tax expense at the company’s effective income tax rate for the years ended 30
June 2008 and 2007 is as follows:
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Accounting profit (loss) before tax from
continuing operations

At the statutory income tax rate of 30% (2007:
30%)

Add:
Non-deductible expenses
Temporary differences not recognised

Tax loss not brought to account as a deferred tax
asset

Adjustments in respect of previous current
income tax

Less:

Prior year foreign exchange losses for which no
deferred tax asset was recognised

Recognition of prior year tax losses not
previously recognised

At effective income tax rate of 42.6% (Parent:
49.5%) (2007: 0.2%, Parent: 0.1%)

Consolidated The Company
2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000)

34,387 (3,100) 22,144 (11,927)
(10,316) 930 (6,643) 3,578
(5,494) (685) (5,494) (3,376)
- (20) - (20)
= (225) = (182)
- 7 - 7

749 749

409 409
(14,652) 7 (10,979) 7
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Recognised deferred tax assets and liabilities

Deferred tax assets and liabilities are attributable to the following:

Assets Liabilities Net
2008 2007 2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000) AUD (000) AUD (000)
CONSOLIDATED
Cash and Cash Equivalent - - - - - -
Trade and Other Receivables - - - - - -
Other Financial Assets - - 9,862 513 9,862 513
Trade and Other Payables (2) (1) - - (1) (1)
Provisions (2) (1) - - (3) (1)
Unrealised foreign exchange loss (4,026) (511) - - (4,026) (511)
Capital raising costs (2,188) - - - (2,188) -
Tax Losses = - = - = -
Deferred tax (assets)/ liabilities (6,218) (513) 9,862 513 3,644 -
Set off of tax 6,218 513 (6,218) (513) - -
Net deferred tax liabilities - - 3,644 - 3,644 -
Movement in temporary differences during the year
Balance Recognised in Recognised in Balance
1 July 2007 Income Equity 30 June 2008
Other Financial Assets 513 9,348 - 9,862
Trade and Other Payables (1) - - (1)
Provisions (1) (2) - (3)
Unrealised foreign exchange loss (511) (3,515) - (4,026)
Capital raising costs - - (2,188) (2,188)
Tax Losses = = = =
= 5,833 (2,188) 3,644

48



MIRABELA NICKEL LTD

Notes to the financial statements

Movement in temporary differences during the year

Balance Recognised in Recognised in Balance
1 July 2006 Income Equity 30 June 2007
Other Financial Assets 513 - 513
Trade and Other Payables (2) - (1)
Provisions (1) - (1)
Unrealised foreign exchange loss (511) - (511)
Tax Losses - - -
Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:
Assets Liabilities Net
2008 2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000) AUD (000) AUD (000)

COMPANY

Other Financial Assets - - 9,862 513 9,862 513

Trade and Other Payables (2) (1) - - (1) (1)

Provisions (3) (1) - - (3) (1)

Unrealised foreign exchange

loss (4,026) (511) - - (4,026) (511)

Capital raising costs (2,188) - - - (2,188) -

Tax Losses = - = - = -
Deferred tax (assets)/ liabilities (6,218) (513) 9,862 513 3,644 -
Set off of tax 6,218 513 (6,218) (513) - -
Net deferred tax liabilities - - 3,644 - 3,644 -
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Unrecognised deferred tax assets

Deferred tax assets have not been recognised in respect of the following items

Consolidated The Company
2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000)
Capital Raising Costs - (2,857) - (2,857)
Tax losses - (211) - (211)
Unrealised foreign exchange Loss - (749) - (749)
Overseas Capitalised Exploration* 1,699 - - -
Overseas Mine Development* 67,746 - - -
Overseas Tax Losses** (69,445) - - -
= (3,817) = (3,817)

The tax losses do not expire under current tax legislation. Deferred tax assets have not been recognised in
respect of these items because it is not probable that future taxable profit will be available against which
the company can utilise benefits.

* Overseas Capitalised Exploration and Mine Development has not yet been verified if it is able to be
claimed as a tax deduction.

** Overseas tax losses have not yet been verified if they can be carried forward to offset against future
taxable profits in the overseas subsidiary.

10. EARNINGS PER SHARE
Basic earnings per share

The calculation of basic earnings per share of 15.46 cents at 30 June 2008 (3.60 loss per share) was based
on the profit attributable to ordinary shareholders of $19.7 million (2007: $3.1 million loss) and a weighted
average number of ordinary shares outstanding during the financial year ended 30 June 2008 of
127,657,807 (2007: 86,265,205), calculated as follows:

Basic earnings/ (loss) per Diluted earnings/ (loss) per
share share

2008 2007 2008 2007
Profit attributable to ordinary shareholders AUD AUD AUD AUD
Profit attributable to ordinary shareholders 19,735,105 (3,092,456) 19,735,105 (3,092,456)
Issued ordinary shares at 1 July 126,800,000 65,950,000 126,800,000 65,950,000
Effect of issue of shares to 30 June 2007 - 20,315,205 - 20,315,205
Effect of share options exercised 857,807 - 857,807 -
Effect of share options on issue - - 4,573,010

127,657,807 86,265,205 132,230,816 86,265,205

Earnings per share 15.46 (3.60) 14.92 (3.60)
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11. CASH AND CASH EQUIVALENTS

Consolidated

The Company

2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000)
Cash at bank and on hand 35,905 204,307 17,323 201,439
Call deposits 10,050 12,000 10,050 12,000
45,955 216,307 27,373 213,439

The Consolidated Entity’s exposure to currency risk, interest rate risk and sensitivity analysis for financial

assets and liabilities are disclosed in note 21.

12. OTHER RECEIVABLES AND PREPAYMENTS

Consolidated The Company
2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000)
Other receivables 546 96 442 85
Prepayments 729 877 168 682
1,275 973 610 768
Other receivables and prepayments are non-interest bearing and are settled within 12 months.
13. OTHER FINANCIAL ASSETS
Consolidated The Company
2008 2007 2008 2007
Note  AUD (000) AUD (000) AUD (000) AUD (000)
Current
Financial assets designated at fair value (i
through profit or loss 34,585 1,711 34,585 1,711
34,585 1,711 34,585 1,711
Non-current
Investment in Mirabela Mineracao
Brasil Ltda (100%) - - 194,041 30,789
Loan to Mirabela Mineracao Brasil Ltda
(100%) - - 15,699 -
- - 209,740 30,789

(i) As at 30 June 2008 Mirabela Nickel Ltd has entered into forward contracts totalling US$270m with an
average rate of R$1.99. These contracts are accounted for as derivatives and are not hedge accounted
for. Any unrealised gain or loss on the contracts is recognised in the income statement.
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In the current year, further investments were made by the Company to a wholly owned subsidiary for
exploration, evaluation and development expenditure purchases. During the financial year ended 30 June
2008, the investment in the subsidiary totalled $194,041,319 (2007: $30,788,855).

The Consolidated Entity’s exposure to credit, currency and interest rate risks related to other financial

assets is disclosed in note 21.

14. PROPERTY, PLANT AND EQUIPMENT

Plant and equipment at cost

Less: accumulated depreciation

Carrying value of plant and equipment
Capital work in progress

Deposits for acquisition of plant and equipment
Carrying value of capital work in progress
Land

Acquisition of land

Carrying value of land

Mine development asset

Mine development asset at cost

Carrying value of mine development asset

Consolidated

2008 2007

AUD (000) AUD (000)

The Company

2008 2007

AUD (000) AUD (000)

5,884 664 412 281
(220) (100) (147) (75)
5,664 564 265 205
6,365 3,868 6,365 3,368
6,365 3,868 6,365 3,368
14,818 2,321 - -
14,818 2,321 - -
241,918 - - -
241,918 - - -
268,765 6,753 6,630 4,073
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Reconciliation of carrying amount of property, plant and equipment

Plant and equipment at cost

Balance at the beginning of the year
Transferred to property

Acquisitions

Disposals

Effect of movements in foreign exchange
Balance at the end of the year

Plant and equipment - depreciation
Balance at the beginning of the year
Depreciation charge for the year
Disposals

Effect of movements in foreign exchange

Balance at the end of the year

Carrying amounts of plant and equipment

Balance at the beginning of the year

Balance at the end of the year

Capital work in progress

Balance at the beginning of the year

Deposits on acquisition of plant and equipment

Effect of movements in foreign exchange

Balance at the end of the year

Carrying amounts of capital work in progress

Balance at the beginning of the year

Balance at the end of the year

Land

Balance at the beginning of the year
Acquisition of land

Effect of movements in foreign exchange

Balance at the end of the year

Consolidated The Company
2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000)

664 342 280 172
(184) - - -
5,314 439 161 132
(29) (24) (29) (24)
119 (93) = -
5,884 664 412 280
(100) (55) (75) (45)
(120) (53) (72) (38)
- 8 - 8
(220) (100) (147) (75)
564 287 205 127
5,664 564 265 205
3,368 - 3,868 -
2,497 3,905 2,497 3,868
- (37) - -
6,365 3,868 6,365 3,868
3,868 - 3,868 -
6,365 3,868 6,365 3,868
2,321 - - -
12,043 2,321 = -
454 - - -
14,818 2,321 - -

53



MIRABELA NICKEL LTD

Notes to the financial statements

Carrying amounts of land
Balance at the beginning of the year

Balance at the end of the year

Mine development
Balance at the beginning of the year

Transfer from exploration and evaluation
expenditure

Expenditure incurred during the period
Effect of movements in foreign exchange

Balance at the end of the year

Carrying amounts of mine development asset
Balance at the beginning of the year
Balance at the end of the year

Carrying amount of property, plant and
equipment

2,321 -

14,818 2,321

15. EXPLORATION AND EVALUATION EXPENDITURE

Balance at the beginning of the year
Transfer to development expenditure*
Expenditure incurred during the period
Expenditure written off during the period
Effect of movements in foreign exchange

Balance at the end of the year

Consolidated The Company
2008 2007 2008 2008
AUD (000) AUD (000) AUD (000) AUD (000)
37,050 - - -
202,852 - - -
2,016 - - -
241,918 - - -
241,918 - - -
268,765 6,753 6,630 4,073
Consolidated The Company
2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000)
37,146 13,494 - -
(37,050) - - -
5,612 25,034 = -
(72) - - -
28 (1,382) - -
5,664 37,146 = -

The recoverability of the carrying amounts of exploration and evaluation assets is dependent on the

successful development and commercial exploitation or sale of the respective area of interest.
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*During the period the decision was made to proceed with the development of the Santa Rita project.
Accordingly the balance of $37,049,591 in respect of exploration and development expenditures incurred
to that date was transferred from Exploration and evaluation to Property, plant and equipment as mine
development in accordance with the Company’s accounting policies.

16. TRADE AND OTHER PAYABLES
Consolidated The Company
2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000)

Trade creditors 25,710 800 2,030 800
Other payables and accrued expenses 24,681 458 808 442
50,391 1,258 2,838 1,241

Trade and other payables are non-interest bearing liabilities stated at cost and settled within 30 days.

The Consolidated Entity’s exposure to currency and liquidity risk related to trade and other payables are
disclosed in note 21.

17. PROVISIONS

Consolidated The Company
2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000)
Annual leave provision 150 67 127 67
150 67 127 67
Reconciliation of movement in provisions
Consolidated The Company
2008 2007 2008 2007

AUD (000) AUD (000) AUD (000) AUD (000)

Annual leave provision - reconciliation of

movement

Balance at the beginning of the year 67 5 67 5
Provision made during the financial period 83 62 60 62
Balance at 30 June 150 67 127 67
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18. RELATED PARTIES

The key management personnel compensation included in ‘employee benefits’ and ‘contractor expenses’
are as follows:

Consolidated The Company
2008 2007 2008 2007
AUD AUD AUD AUD
Short-term employee benefits 1,967,039 1,320,050 1,210,000 1,320,050
Post-employment benefits 76,500 9,908 76,500 9,908
Equity compensation benefits 2,527,897 92,647 2,224,510 92,647
4,571,436 1,422,605 3,511,010 1,422,605

Other key management personnel transactions

A number of key management persons, or their related parties, hold positions in other entities that result
in them having control or significant influence over the financial or operating policies of those entities.

A number of these entities transacted with the Company or its subsidiaries in the financial year. The terms
and conditions of the transactions with management persons and their related parties were no more
favourable than those available, or which might reasonably be expected to be available, on similar
transactions to non-director related entities on an arm’s length basis.

The aggregate amounts recognised during the year relating to key management personnel and their related
parties were as follows:

2008 2007 2008 2007
AUD AUD AUD AUD
Craig Burton 802,626 309,461 802 309,461
802,626 309,461 802 309,461

e During the year the Company was invoiced by Mitchell River Consolidated Entity Pty Ltd
$802,626 (2007: $381,105) for provision of technical services including database
administration, GIS services, geophysical services, geological and resource monitoring. The
services were provided on commercial arms length terms. The Company charged Mitchell
River Consolidated Entity Pty Ltd the total of $5,673 (2007: $15,566) for office rent and shared
overheads. Mitchell River Consolidated Entity Pty Ltd is a director related entity associated
with Mr Craig Burton.

e The Company charged Verona Capital Pty Ltd the total of $23,434 (2007: $34,891) for office
rent and shared overheads. Verona Capital Pty Ltd is a director related entity associated with
Mr Craig Burton.

e The Company charged $19,299 (2007: $8,837) to Exco Resources Ltd for the shared overheads
and premises rent costs. Exco Resources Ltd is a director related entity associated with Mr
Craig Burton.

All amounts for services were billed based on normal market rates for the services provided.
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Assets and liabilities arising from the above transactions

Current receivables

Trade debtors

Non- current receivables

Financial assets — loan to subsidiary

Current payables

Trade creditors

Consolidated The Company
2008 2007 2008 2007
AUD AUD AUD AUD
5,896 42,789 5,896 42,789
5,896 42,789 5,896 42,789
- - 15,698,587 -
- - 15,698,587 -
16,500 16,422 16,500 16,422
16,500 16,422 16,500 16,422

The movement during the financial year in the number of ordinary shares in Mirabela Nickel Limited held,
directly, indirectly or beneficially, by each key management person, including their related parties, is as

follows:
2008
Held at Exercise of Held at
Directors 1 July 2007 Purchases options Sales 30 June 2008
Bill Clough 8,000,000 - - - 8,000,000
Craig Burton 6,000,000 = = = 6,000,000
Nick Poll 2,000,000 - 2,000,000 1,000,000 3,000,000
Joe Hamilton - 55,000 - - 55,000
Executives
Dave Chapman - - 300,000 300,000 -
Stephen Hills - - - - -
Raphael Bloise - - - - -
Paulo Oliva - - 400,000 - 400,000
16,000,000 55,000 2,700,000 1,300,000 17,455,000
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2007
Held at Exercise of Held at
Directors 1 July 2006 Purchases options Sales 30 June 2007
Bill Clough 8,000,000 - - - 8,000,000
Craig Burton 6,000,000 - - - 6,000,000
Nick Poll 2,000,000 - - - 2,000,000
Executives
Dave Chapman - - - - -
Stephen Hills - - - - -
Paulo Oliva - - - - -
16,000,000 - - - 16,000,000

The movement during the financial year in the number of options over ordinary shares in Mirabela Nickel
Limited held, directly, indirectly or beneficially, by each key management person, including their related
parties, is as follows:

2008
Vested and
Held at Granted as Held at Vested during exercisable at
Directors 1July 2007 compensation Exercised 30 June 2008 the year 30 June 2008
Bill Clough - - = - - -
Craig Burton - 600,000 - 600,000 599,250 -
Nick Poll 2,400,000 1,200,000 2,000,000 1,600,000 1,198,500 -
Nick Sheard - 150,000 - 150,000 122,500 -
Joe Hamilton - 150,000 - 150,000 122,500 -
Executives
Dave Chapman 600,000 150,000 (300,000) 450,000 150,718 100,000
Stephen Hills 300,000 - - 300,000 31,043 300,000
Raphael Bloise - 200,000 - 200,000 173,364 -
Paulo Oliva 400,000 150,000 (400,000) 150,000 130,023 -
3,700,000 2,600,000 1,300,000 3,600,000 2,527,897 400,000
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2007

Directors

Bill Clough
Craig Burton
Nick Poll
Executives
Dave Chapman
Stephen Hills

Paulo Oliva

Held Held Vested and
eldat Granted as eldat Vested during exercisable at
1July 2006  compensation Exercised 30 June 2007 the year 30 June 2007
2,400,000 - 2,400,000 - -
600,000 - 600,000 50,000 458,333
300,000 - 300,000 150,000 225,000
400,000 - 400,000 66,667 400,000
3,700,000 - 3,700,000 266,667 1,083,333

19. CONTRIBUTED EQUITY

Ordinary shares

Share issue cost

Number of securities (000)

Value in AUD (000)

Deferred tax benefit on deductible share

issue costs

2008 2007 2008 2007
129,781 126,800 267,033 278,130
- - (250) (12,149)
- - 2,188 -
129,781 126,800 268,971 265,981

59



MIRABELA NICKEL LTD

Notes to the financial statements

Movement in share capital for the period ended 30 June 2008

Number of
2008 Ordinary shares shares Issue price AUD
1 July 2007 Opening balance 126,800,000 265,980,509
12 July 2007 Options converted 50,000 $0.60 30,000
12 July 2007 Options converted 21,100 $0.95 20,045
15 October 2007 Options converted 100,000 $0.60 60,000
8 November 2007 Options converted 300,000 $0.60 180,000
8 November 2007 Options converted 100,000 $0.60 60,000
15 November 2007 Options converted 100,000 $0.95 95,000
30 November 2007 Options converted 100,000 $0.60 60,000
4 December 2007 Options converted 50,000 $0.95 47,500
10 December 2007 Options converted 100,000 $0.60 60,000
10 December 2007 Options converted 50,000 $0.60 30,000
25 January 2008 Options converted 5,000 $0.95 4,750
12 May 2008 Options converted 5,000 $0.95 4,750
20 May 2008 Options converted 2,000,000 $0.20 400,000
Closing balance 129,781,100 267,032,554
Less:
Share issue costs (250,079)
Add:
Deferred tax benefit on deductible share
issue costs 2,188,413
268,970,888
Number of
2007 Ordinary shares shares Issue price AUD
1 July 2006 Opening balance 65,950,000 20,687,000
18 August 2006 Issue of ordinary shares fully paid 6,000,000 $1.250 7,500,000
23 August 2006 Issue of ordinary shares fully paid 3,000,000 $1.250 3,750,000
31 October 2006 Options converted 500,000 $0.200 100,000
6 November 2006 Options converted 500,000 $0.200 100,000
31 December 2006 Issue of ordinary shares fully paid 11,300,000 $2.100 23,730,000
1 February 2007 Issue of ordinary shares fully paid 1,200,000 $2.100 2,520,000
Issue of ordinary shares fully paid
4 May 2007 (Canada) 34,500,000 $5.757 198,620,465
8 May 2007 Options converted 150,000 $0.600 90,000
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14 May 2007 Options converted 250,000 $0.950 237,500
Issue of ordinary shares fully paid
8 June 2007 (Canada) 3,450,000 $6.027 20,794,616
Closing balance 126,800,000 278,129,581
Less:
Share issue costs (12,149,072)
265,980,509

Options on issue at 30 June 2008

Expiry Date Exercise Price Number of Options

30 June 2009 $0.60 650.000

30 September 2010 $0.95 818,900

23 February 2011 $5.60 1,800,000

30June 2011 $6.20 1,400,000

7 September 2011 $6.20 300,000

31 December 2011 $6.20 350,000
5.318.900
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20. RESERVES

Share based payments reserve

Translation reserve

Reconciliation of movement in reserves

Share based payments reserve

Balance at the beginning of the year

Equity settled share based payment transactions

Balance at 30 June

Translation reserve
Balance at the beginning of the year

Effect of translation of foreign currency
operations to Consolidated Entity presentation
currency

Balance at 30 June

Option premium reserve
Balance at the beginning of the year
Exercise of options

Balance at 30 June

Share based payments reserve

Consolidated The Company
2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000)

3,953 397 3,952 396
5,219 (174) = -
9,172 223 3,952 396
397 243 396 242
3,556 154 3,556 154
3,953 397 3,952 396
(174) 1,730 = -
5,393 (1,904) = -
5,219 (174) - -
- 1 - 1
- (1) - (1)
9,172 223 3,952 396

The reserve represents the value of options issued under the compensation arrangement that the
Consolidated Entity is required to include in the consolidated financial statements. This reserve will be
reversed against share capital when the underlying options vest and are exercised. No gain or loss is
recognised in the profit or loss on the purchase, sale, issue or cancellation of the consolidated entity’s own

equity instruments.

Translation reserve

The translation reserve comprises all foreign exchange differences arising from the translation of the
financial statements of foreign operations where their functional currency is different to the presentation
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currency of the reporting entity, as well as from the translation of liabilities that hedge the Company’s net
investment in a foreign subsidiary.

21. FINANCIAL INSTRUMENTS
Financial Risk Management
Overview
The Company and Consolidated Entity have exposure to the following risks from their use of financial
instruments:
. credit risk
. liquidity risk
. market risk
The Consolidated Entity’s management of financial risk is aimed at ensuring net cash flows are sufficient to:
° Meet all of its financial commitments;
. Maintain the capacity to fund the Santa Rita Project and ancillary exploration

The Board of Directors has overall responsibility for the establishment and oversight of the risk
management framework. Management monitors and manages the financial risks relating to the operations
of the Consolidated Entity through regular reviews of the risks.

Market, liquidity and credit risk (including foreign exchange, commodity price and interest rate risk) arise in
the normal course of business. These risks are managed under Board approved directives which underpin
treasury practices and processes. The Consolidated Entity’s principal financial instruments as at the balance
date were non-deliverable forward foreign exchange contracts.

This note presents information about the Company’s and Consolidated Entity’s exposure to each of the
above risks, their objectives, policies and processes for measuring and managing risk, and the management
of capital.

Credit risk

Credit risk is the risk of financial loss to the Consolidated Entity if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the Consolidated Entity’s
hedge counterparties and banks. For the Company it arises from financial assets relating to non-deliverable
forward foreign exchange contracts recorded at fair value.

Exposure to credit risk

The carrying amount of the Consolidated Entity’s financial assets represents the maximum credit exposure.
The Consolidated Entity’s maximum exposure to credit risk at the reporting date was:

Carrying amount

In thousands of AUD Note 2008 2007

Financial assets at fair value through profit or loss 13 34,585 1,711
Other receivables 12 546 96
Cash and cash equivalents 11 45,955 216,307
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Liquidity risk

Liquidity risk is the risk that the Consolidated Entity will not be able to meet its financial obligations as they
fall due. The Consolidated Entity’s approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,

without incurring unacceptable losses or risking damage to the Consolidated Entity’s reputation.

The Consolidated Entity manages liquidity risks by maintaining adequate reserves by continuously
monitoring forecast and actual cash flows.

As at the year end, the Company was in the process of arranging a project financing facility and
prepayment loans to finance the ongoing development of the Santa Rita Project. Details of these
arrangements are disclosed in note 26 “Subsequent events” and Note 2(e).

The following are the contractual maturities of financial liabilities, including estimated interest payments

and excluding the impact of netting agreements:

Consolidated

30 June 2008
In thousands of AUD More
Carrying  Contractual 6 mths than5
amount  cash flows orless 6-12mths 1-2years 2-5years years
Non-derivative financial
liabilities
Trade and other payables 50,391 - 50,391 - - - -
50,391 - 50,391 - - - -
30 June 2007
Non-derivative financial
liabilities
Trade and other payables 1,259 - 1,259 - - - -
1,259 - 1,259 - - - -
Company
30 June 2008
In thousands of AUD More
Carrying Contractual 6 mths than5
amount  cash flows orless 6-12mths 1-2years 2-5years years
Non-derivative financial
liabilities
Trade and other payables 2,838 - 2,838 - - - -
2,838 = 2,838 = = = =
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30 June 2007 Carrying Contractual 6 mths or More than 5
amount  cash flows less 6-12mths 1-2years 2-5years years

Non-derivative financial

liabilities

Trade and other payables 1,241 - 1,241 - - - -
1,241 - 1,241 - - - -

Market Risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and
equity prices will affect the Consolidated Entity’s income or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market risk exposures
within acceptable parameters, while optimising the return.

Currency risk

The Consolidated Entity and the Company are exposed to currency risk on purchases and borrowings that
are denominated in a currency other than the respective functional currencies of Consolidated Entity
entities, primarily the Brazilian Real (BRL), but also the US Dollar (USD) and the Australian Dollar (AUD). The
Consolidated Entity holds most of its cash in US Dollars.

The Company and the Consolidated Entity has entered into the foreign exchange forward contracts to
mitigate the impact of movement in the currencies. The Consolidated Entity has foreign exchange forward
contracts in place to limit its exposure to the fluctuation in BRL against the USD, with BRL being the
denomination currency for most of the Consolidated Entity’s payables.

In respect of other monetary assets and liabilities denominated in foreign currencies, the Consolidated
Entity ensures that its net exposure is kept to an acceptable level by buying or selling foreign currencies at
spot rates when necessary to address short-term imbalances.

Exposure to currency risk

The Consolidated Entity’s exposure to foreign currency risk at balance date was as follows, based on
notional amounts:

In thousands of AUD AUD BRL usD CAD Total AUD BRL usD CAD Total

30 June 2008 30 June 2007
Cash 10,542 2,883 32,027 503 45,955 17,442 2,868 175,928 20,069 216,307
Other receivables 442 104 - - 546 96 - - 96
Trade payables (2,838) (47,553) - - (50,391) (1,240) (18) - - (1,258)
Gross balance sheet
exposure 8,146  (44,566) 32,027 503 (3,891) 16,298 2,851 175,928 20,069 215,145
Forward exchange
contracts 34,585 - 34,585 1,711 1,711
Net exposure 8,146  (44,566) 66,612 503 30,694 16,298 2,851 177,639 20,069 216,856
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The Company’s exposure to foreign currency risk was as follows, based on notional amounts:

In thousands of AUD AUD usb CAD Total AUD usb CAD Total

30 June 2008 30 June 2007
Cash 10,542 16,328 503 27,373 17,442 175,928 20,069 213,439
Other receivables 442 - - 442 85 - - 85
Loans to subsidiaries - 15,699 - 15,699 - - - -
Gross balance sheet
exposure 10,984 32,027 503 43,513 17,527 175,928 20,069 213,524
Forward exchange
contracts 34,585 - 34,585 - 1,711 - 1,711
Net exposure 10,984 66,612 503 78,099 17,527 177,639 20,069 215,235
The following significant exchange rates (AUD) applied during the year:

Average rate Reporting date spot rate

2008 2007 2008 2007
BRL 0.6317 0.6071 0.6503 0.6131
usb 1.1183 1.2749 1.0411 1.1784
CAD 1.1073 1.1264 1.0555 1.1128

Sensitivity analysis

A 10 percent strengthening of the Australian dollar against the following currencies at 30 June would have
increased / (decreased) equity and profit or loss by the amounts shown below. This analysis assumes that
all other variables, in particular interest rates, remain constant. The analysis is performed on the same basis

for 2007.
Consolidated

Effect in thousands of AUD Equity Profit or loss

Company

Equity Profit or loss

30 June 2008
BRL (4,457) -
usD - 6,661

30 June 2007
BRL 304 -

usb - 19,771

- 6,661

- 19,771

A 10 percent weakening of the Australian dollar against the above currencies at 30 June would have had
the equal but opposite effect on the above currencies to the amounts shown above, on the basis that all

other variables remain constant.
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INTEREST RATE RISK

At the reporting date the interest rate profile of the Company’s and the Consolidated Entity’s interest-
bearing financial instruments was:

In thousands of AUD Consolidated Company
Carrying amount Carrying amount
2008 2007 2008 2007

Variable rate instruments
Financial assets 45,955 216,307 27,373 213,439

Financial liabilities = - - -

45,955 216,307 27,373 213,439

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates at the reporting date would have increased (decreased)
equity and profit or loss by the amounts shown below. This analysis assumes that all other variables, in
particular foreign currency rates, remain constant. The analysis is performed on the same basis for 2007.

Profit or loss Equity

Effect in thousands of AUD 100bp 100bp 100bp 100bp

increase decrease increase decrease
30 June 2008
Variable rate instruments 979 (979) - -
Cash flow sensitivity (net) 979 (979) - -
30 June 2007
Variable rate instruments 437 (437) - -
Cash flow sensitivity (net) 437 (437) - -
FAIR VALUES

Fair values versus carrying amounts

The fair values of financial assets and liabilities, together with the carrying amounts shown in the balance
sheet, are as follows:

Consolidated 30 June 2008 30 June 2007
In thousands of AUD Carrying Fair value Carrying Fair value
amount amount

Financial assets designated at fair value through profit

or loss 34,585 34,585 1,711 1,711
Loans and receivables 546 546 567 567
Cash and cash equivalents 45,955 45,955 216,307 216,307
Trade and other payables (50,391) (50,391) 1,259 1,259

30,695 30,695 219,844 219,844
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Company 30 June 2008 30 June 2007
In thousands of AUD Carrying Fair value Carrying Fair value
amount amount

Financial assets designated at fair value through profit

or loss 34,585 34,585 1,711 1,711

Investments in subsidiaries 194,041 194,041 30,789 30,789

Loans to subsidiaries 15,699 15,699 - -

Other receivables 442 442 85 85
244,767 244,767 32,585 32,585

The basis for determining fair values is disclosed in note 3.

CAPITAL MANAGEMENT

The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market
confidence and to sustain future development of the business. The Board of Directors monitors the return
on capital, which the Consolidated Entity defines as net operating income divided by total shareholders’

equity.

Million AUD 2008 2007
Equity attributable to shareholders of the Company 299 262
Minorities - -
Equity 299 262
Total assets 340 263
Equity ratio in % 1.14% 1.01%
Average equity 299 262
Net Profit 34 (3)
Return on Equity in % 11.48% (1.18%)

There were no changes in the Consolidated Entity’s approach to capital management during the year.

As at 30 June 2008, neither the Company nor any of its subsidiaries are subject to externally imposed

capital requirements.
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22. CAPITAL AND OTHER COMMITMENTS

Operating lease commitments

Non- cancellable operating lease rentals are
payable as follows:

Within one year
One year or later and no later than five years

Greater than five years

Exploration expenditure commitments

Commitments for rental fees under exploration
license agreements:

Within one year

Capital Expenditure commitments
Contracted but not provided for and payable:
Within one year

One year or later and no later than five years

Consolidated Company
AUD (000) AUD (000) AUD (000) AUD (000)
2008 2007 2008 2007
345 116 345 116
1,503 116 1,503 116
859 - 859 -
2,707 232 2,707 232
102 80 - -
102 80 - -
92,296 13,464 92,296 13,464
- 13,276 - 13,276
92,296 26,740 92,296 26,740

69



MIRABELA NICKEL LTD

Notes to the financial statements

23. CONTINGENT LIABILITIES

The directors are of the opinion that provisions are not required in respect of these matters, as it is not
probable that a future sacrifice of economic benefits will be required or the amount is not capable of
reliable measurement.

Consolidated The Company
2008 2007 2008 2007
AUD (000) AUD (000) AUD (000) AUD (000)

Contingent liabilities considered remote:

(i) Compensation payable to CBPM* if the
Company's acts or omissions result in the
loss of mineral rights. 323 307 - -

(ii) Transfer premium payable to CBPM* and/or
Rio Salitre upon entering into a mining lease
in favour of the Company. If not paid the
Company's rights to the respective
tenement will be relinquished. 330 313 - -

(iii)  Penalty payable upon termination of the
mining lease. 323 307 - -

976 927 = -

*CBPM (Companhia Bahiana de Pesquisa Mineral) is one of the parties to the Exploration and Mining Lease
Agreement for Mirabela Project in Brazil.

24. RECONCILIATION OF CASH FLOWS FROM OPERATING ACTIVITIES

Consolidated The Company

2008 2007 2008 2007

AUD AUD AUD AUD
Cash flows from operating activities
Profit/(loss) for the period 19,735 (3,092) 11,165 (11,920)
Adjustments for: - - - -
Depreciation and amortisation expense 120 53 72 38
Impairment charge on intercompany loan = - = -
Unrealised gain on forward contracts (32,874) (1,711) (32,874) (1,711)
Exploration expenditure written off 72 - 394 8,969
Development expenditure written off - - 12,134 -
Unrealised foreign exchange losses 13,626 4,315 13,626 4,315
Gain on settlement on forward foreign
exchange contracts (17,202) - (17,202) -
Interest income (6,837) (2,413) (6,672) (2,413)
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Equity-settled share-based payment expenses 3,556 154 3,556 154
Income tax expense 14,652 (7) 10,979 (7)
Operating profit before changes in working

capital and provisions (5,152) (2,701) (4,822) (2,575)
Increase in trade and other receivables (299) (204) 162 (610)
Increase in trade and other payables 1,423 209 362 201
Increase in provisions 84 - 60 -
Net cash flow used in operating activities (3,944) (2,696) (4,238) (2,984)

25. CONSOLIDATED ENTITIES

Ownership interest

Country of Class of 2008 2007

Name of entity incorporation shares % %
Parent entity
Mirabela Nickel Ltd Australia Ordinary

Preference
Subsidiaries
Mirabela Mineracao Brasil Ltda Brazil Ordinary 100 100
Mirabela Investments Pty Ltd Australia Ordinary 100 100

26. SUBSEQUENT EVENTS
Finance

In July 2008, Mirabela entered into a USS80 million bridge financing facility and a US$280 million term loan
facility with Barclays Capital (“Barclays”) and Credit Suisse Group (“Credit Suisse”) to fund ongoing
construction at the Santa Rita Project. The term loan facility is subject to standard conditions including
syndication. Mirabela has drawn USS$50 million under the bridge facility. Drawdown under the USS280
million term loan is expected to take place before year end whereupon the US$80 million bridge facility will
be repaid. In connection with the bridge facility, the Company issued each of Barclays and Credit Suisse
750,000 stock options. The options will have an exercise price of A$7.22, will vest subject upon the
achievement of certain milestones and will expire three years after vesting.

Offtake agreement with Votorantim

Also in July 2008, Mirabela entered into a five year offtake agreement with Votorantim Metais Niquel S.A.
(“Votorantim”). Pursuant to that agreement, Votorantim will purchase 50% of the nickel concentrate
produced at Santa Rita until the end of 2014. The concentrate will be purchased at the mine gate. As part
of the offtake arrangements Votorantim agreed to provide Mirabela with a prepayment facility of USS50
million, which will be subordinated to the US$280 million bank debt facility.
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Nickel & Copper hedging complete

In accordance with the terms of its USS280 million senior debt facility, in September 2008, the
Consolidated Entity entered into forward sales contracts for 17,000 tonnes of nickel at an average price of
USS$8.00/1b for July 2010 to March 2014 and 9,000 tonnes of copper at an average price of US$2.73/lb for
April 2011 to March 2015. The hedging represents approximately 20% of payable nickel production and
40% of payable copper over the 4.5 year payback period of the Senior Debt and less than 5% of current life
of mine payable nickel.

Offtake agreement with Norilsk

In September 2008, the Company also entered into a five year off-take agreement with Norilsk Nickel
Harjavalta Oy (“Norilsk”) pursuant to which Norilsk will purchase 50% of the nickel concentrate produced at
the Santa Rita Project until 2014. The nickel concentrate will be shipped to Norilsk’s smelter in Finland. As
part of the off-take arrangement, Norilsk agreed to provide Mirabela with a USS50 million subordinated
debt facility, with an option to convert up to US$40 million of the amount borrowed under that facility into
ordinary shares of Mirabela at a price of US$8.00 per share.

No other matters or circumstances have arisen since the end of the financial year which significantly
affected or may significantly affect the operations, results or state of affairs of the consolidated entity or
the parent company in future financial years.
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