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Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640

DIRECTORS’' REPORT

Your Directors present their report on the Company and its controlled entities for the financial year ended 31 December
2006.

DIRECTORS

The following persons were Directors of Austindo Resources Corporation N.L. during the financial year and up to the
date of this report:

Mr. Bruce J. Watson (Non-Executive Chairman)
Mr. George S. Tahija

Mr. John C. Carlile

Mr. Christopher P. Melloy

Mr. lan Price resigned as Managing Director on 31 July 2006.
PRINCIPAL ACTIVITIES

During the year, the principal activity of Austindo Resources Corporation N.L. (“Austindo” or the “Company”) and its
controlled entities (“Group”) was the exploration and development of the Cibaliung Gold Project in Banten Province,
Indonesia. The Group also has Indonesian exploration interests in Pekalongan (Central Java), in Trenggalek (East
Java), and Aisasjur (Papua).

REVIEW OF OPERATIONS

During the financial year, the Group continued development of the Cibaliung Gold Project (the “Project”). During the
financial year the following activities have been undertaken in relation to the Project:

e Dismantlement of Mount Olympus gold processing plant and transportation from Western Australia to the
Cibaliung site;

Completion of detailed engineering for the re-erection of the gold processing plant;

Construction of the box cut and commencement of the decline development;

Substantially completed bulk earthworks, site access, roads and bridges;

Commencement of the re-erection of the gold processing plant, with re-erection of the plant 75% complete at
year-end; and

e Construction of the elution circuit and gold room completed in Australia, with shipment to site underway.

To fund Project expenditures during the year the Group has fully drawn down US$26 million under the Project Facility
Agreement with the Australian and New Zealand Banking Group Limited (“ANZ Bank”).

Additionally, under the Cibaliung Joint Venture Agreement, our joint venture partner P.T. Antam Tbk contributed a
further US$625,000 to the Project to maintain its 10.25% interest in the Project.

During the first half of year the Company raised A$12 million through a placement of 218 million shares at 5.5 cents per
share for working capital purposes, increased exploration in Indonesia, and also funded additional development costs in
relation to the Project.

As required under the terms of the ANZ Project Facility Agreement, the Group has entered into arrangements to hedge
185,014 ounces of gold for delivery from June 2007 to December 2010 on a fixed flat (par) forward basis at a price of
US$651 per ounce. The hedging contract for the delivery of 13,306 ounces in the June 2007 quarter was closed out in
March 2007 at no cost to the Group.
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DIRECTORS’ REPORT (CONTINUED)
REVIEW OF OPERATIONS (CONTINUED)

During the second half of the year the Company reported significant cost increases for the Project. These cost
increases related primarily to an initial under-estimation in the process plant re-erection cost, a re-rating of seismic
factors throughout the region, poorer than expected ground conditions in the processing plant area and associated
costs with construction, engineering, earthworks, steelwork and process plant foundations.

During the second half of the year the Company also reported the unsatisfactory progress of the decline development.
The unsatisfactory progress on the decline development was further adversely impacted by significant remedial work
having to be undertaken following side wall swelling in the decline as well as a large deformation causing a blockage at
the 70 metre mark of the tunnel. These remedial works were continuing at year-end. The delays in the decline
development and the remedial work undertaken have also had a significant cost impact on the Project, as well as
making the previously targeted date of May 2007 for first gold pour unachievable.

The Company is investigating an alternate mining plan to permit gold production to commence at the earliest opportunity.

With the delay in the first gold pour, and the requirement for a revised mining plan, the Group is no longer able to
regard the gold and currency hedges as satisfying the ‘highly probable’ requirements of AASB 139 Financial
Instruments: Recognition and Measurement. As a consequence the fair value of the cash flow hedge losses of
A$11,463,539 (US$8,681,911) have been reflected in the income statement.

The Company has been working to finalise arrangements for additional funding to allow completion of the development
of the Project. The ANZ Bank has provided an offer for an additional debt facility of US$5 million. There are a number of
pre-conditions associated with this facility including a requirement to restructure the existing hedging arrangements.

In addition to this proposed ANZ facility, the Company envisages that it will need to raise additional equity in excess of
US$20 million to complete the development of the Project.

Prior to year-end the Company arranged a Bridging Loan Facility of US$5 million to be available for drawdown during
January 2007. This facility was provided by P.T. Austindo Nusantara Jaya, AuSelect Limited, Mr. Hermani Soeprapto
(Chief Operating Officer) and Mr. John Carlile (non- Executive Director).

In February 2006 the Group secured a 95% joint venture interest in an exploration area in East Java known as
Trenggalek. Encouraging results were received from continuous-chip sampling at Trenggalek with identification of
several prospects for drill testing in 2007. The Group also continued its Indonesian exploration activities in the Cibaliung
and Pekalongan exploration areas.

The Group has a strategic alliance with the Anglo American Group to explore for large porphyry copper/gold deposits in
an exploration area known as Aisasjur, Papua. The company has a 20% joint venture interest in the Aisasjur project
while the Anglo American Group has the obligation to fund all exploration activities pursuant to the terms of the strategic
alliance. A 4,000 metre drilling program was commenced during the year and was near completion at year-end.

In April 2006, Mr. John Carlile ceased to be a Director of Castlemaine Goldfields Limited. As of this date, Austindo
Resources Corporation N.L. could no longer exercise a significant influence over the direction of Castlemaine Goldfields
Limited and, as such, ceased to account for its investment in Castlemaine Goldfields Limited using the equity method.
The investment in Castlemaine Goldfields Limited is now measured at fair value.

The process of liquidating P.T. Eastara Melawi Mineral is continuing.

CONSOLIDATED RESULT

The consolidated loss of the Group for the financial year was $13,389,227 (2005: $540,903 loss) after income tax, of
which $11,463,539 was attributable to the requirement to reflect the fair value of cash flow hedge losses in the income
statement given the delay in the expected first gold pour date.

The fair value cash flow hedge losses are unrealised losses. When gold production eventually commences the Group

will be able to report higher revenues and earnings than would have been the case if these losses had not been
recognised during the 2006 financial year.
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DIRECTORS’ REPORT (CONTINUED)

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

In the opinion of the Directors there were no significant changes in the state of affairs of the consolidated entity that
occurred during the financial year not otherwise disclosed in this report or the consolidated financial statements.

MATTERS SUBSEQUENT TO END OF THE FINANCIAL YEAR

During January 2007, the Company appointed Gryphon Partners to explore a range of corporate alternatives in order to
ensure the timely completion of the Cibaliung Project. These alternatives include discussions with other parties at a
corporate and project level. These discussions have not to date resulted in a proposal that the Company could put to
shareholders.

During January 2007 the Company has fully drawn down the US$5 million under the Bridging Loan Facility.

The decline development contract has been terminated, with the decline contractor extracting the road header and
demobilizing at its own cost.

In February 2007 the Company announced that it was putting on hold all major works on site at the Cibaliung Project to
conserve cash whilst it finalises its funding arrangements.

During March 2007, the Company sold 17,000,000 shares in Castlemaine Goldfields Limited at a price of 19 cents per
share to raise A$3.2 million before costs.

During March 2007 the Company announced that it had agreed non-binding indicative terms and conditions in respect
of a Convertible Note facility to raise US$20 million (with provision for oversubscriptions up to a further US$5 million).
Funds raised from this facility will be predominantly applied to the Cibaliung Project.

South East Asian Strategic Assets Fund (“SEASAF") and its advisor CIMB-Standard Strategic Advisors Pte Ltd of
Singapore will arrange the Facility in co-operation with Austock Corporate Finance Limited (“Austock”).

It is anticipated that SEASAF will participate for US$10 million in the Convertible Note facility. It is further contemplated
that participants in the US$5 million bridging facility arranged in December 2006 will roll into the Convertible Note
facility. Austock will arrange the US$5 million balance of the facility. Oversubscriptions will be jointly managed by
SEASAF and Austock.

Drawdown on the Convertible Note facility is subject to the successful finalisation of formal documentation and the
satisfaction of a number of conditions precedent, including shareholder approval and the preparation of a new
engineering/mining plan covering the decline development, steps to be taken to the start of ore extraction and
methodology required to ramp-up to full production. It is anticipated that shareholder approval will be sought at the
Company’s Annual General Meeting. Work on satisfaction of the conditions precedent continues.

The Convertible Notes will have a five year term and be convertible (at the option of the holder) at any time, at an issue
price of US$0.01709 per share.

During March 2007, with the expected delay in gold production, the Group has closed out its first quarter of gold
hedging which was originally established for delivery of 13,306 ounces for the June 2007 quarter. This contract was
closed out at no cost to the Group.
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MATTERS SUBSEQUENT TO END OF THE FINANCIAL YEAR (CONTINUED)

On 9 March 2007, the Company raised a further A$5.16 million through a placement of 344.0 million shares at 1.5 cents
per share. Tranche 1 comprised of 193.1 million shares raising A$2.9 million which was received during March 2007
with a further A$2.26 million expected to be received in April from Tranche 2 comprising 150.9 million shares at 1.5
cents per share. Tranche 2 is subject to Shareholder approval.

Other than the matters discussed above, there has not arisen in the interval between the end of the financial year and
the date of this report any item, transaction or event of a material and unusual nature likely, in the opinion of the

Directors of the Company, to affect significantly the operations of the consolidated entity, the results of those operations,
or the state of affairs of the consolidated entity, in future financial years.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS OF OPERATIONS

Likely developments in the operations of the consolidated entity constituted by Austindo and the entities it controls include
the raising of additional funding to complete the development of the Cibaliung Gold Project and the commencement of
gold production.

It is anticipated a Managing Director will be appointed during 2007.

DIVIDENDS

No dividend has been declared, or paid, by the Company since the end of the previous financial year.

STATEMENT OF INTERESTS OF DIRECTORS

As at the date of this report, the interests of the Directors and their associates in the issued shares and options of the
Company were:

DIRECTORS SHARES OPTIONS
Mr. Bruce Watson 5,666,517 2,000,000
Mr. George Tahija 367,536,022 -
Mr. John Carlile 9,699,028 -

Mr. Christopher Melloy - -

INDEMNITIES AND INSURANCE OF DIRECTORS AND OFFICERS

In accordance with the Constitution of the Company, to the extent permitted by law, the Company indemnifies every
director, officer and employee of the Company and each officer of a related body Corporate of the Company against any
liability incurred by that person:

(a) in his or her capacity as a director, officer or employee of the Company; and
(b) to a person other than the Company or a related body corporate of the Company.

Austindo Resources Corporation N.L. during the financial year, paid an insurance premium in respect of an insurance
policy for the benefit the Directors of the Company, Company Secretaries, executive officers and employees of the
Company and any subsidiary bodies corporate as defined in the insurance policy, against a liability incurred as such a
director, company secretary, executive officer or employee to the extent permitted by the Corporations Act 2001.

In accordance with commercial practice, the insurance policy prohibits disclosure of the terms of the policy including the
nature of the liability insured against and the amount of the premium.
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DETAILS OF DIRECTORS (as at the date of this report)

Mr. Bruce J. Watson - Mr. Watson is the Managing Director of Cubic Corporate Advisory Pty. Limited and was
previously Head, Corporate Advisory & Equities at Westpac Institutional Bank and prior to that a founding director of
Grant Samuel & Associates Pty. Limited. Mr. Watson has a diverse and comprehensive background across the
Australian banking and investment community and a high level of technical capability within the core areas of legal and
financial structuring. Mr. Watson was also formerly a director of Austindo from 1998 until April 2001.

Mr. Watson was appointed as a Director of the Company on 3 April 2005 and as Non-Executive Chairman on 23 June
2005. Mr. Watson is also a member of the Audit Committee. He holds degrees in Commerce and Law.

Mr. George S. Tahija - Mr. Tahija is the President Director of the Austindo Group of Indonesia and is also a
Commissioner of Freeport Indonesia. His qualifications include a BSc. in Mechanical Engineering from Trisakti
University, Jakarta, Indonesia and an MBA from the University of Virginia, USA. He has extensive involvement in the
principal activities of the Austindo Group of Indonesia which include financial services, agribusiness and exploration and
mining.

Mr. Tahija was appointed as a Director of the Company on 3 March 1998.

Mr. John C. Carlile - Mr. Carlile is a geologist with a BSc. (Hons) degree in Geology from the University of Reading
and a MSc. (DIC) in Mineral Exploration from the Royal School of Mines, University of London. Mr. Carlile is a Fellow of
The Aus.I.M.M. and CPGeo., a Fellow of Geo.Soc.Lond. and a Member of the Singapore Institute of Directors. He has
over 25 years experience in the mining industry, primarily in gold exploration, and has previously held senior positions in
the Asian region with major mining companies including BHP and Newcrest Mining Limited.

Mr. Carlile was appointed as a Director of the Company on 3 March, 1998 and was the Managing Director and Chief
Executive Officer of the Company until 17 November 2002. From 18 November 2002 Mr. Carlile has continued on the
Board as a Non-Executive Director and is also a member of the Audit Committee. Mr. Carlile was formerly a Director of
Castlemaine Goldfields Limited and formerly Chairman of PEARL Energy Limited, a Singapore company focused on oil
and gas exploration and production in South-East Asia.

Mr. Christopher P. Melloy - Mr. Melloy is an Executive Director of the management company responsible for the
operation of Lion Selection Group, one of Austindo’s major shareholders. He holds an Honours Degree in Mining
Engineering, a Masters Degree in Engineering Science and a Graduate Diploma in Applied Finance and Investment.

Mr. Melloy has 30 years experience in the mining industry in both operations and finance. He spent 11 years with MIM's
Mount Isa operations in planning, operating and senior management roles. Mr. Melloy was employed by J B Were &
Son for 10 years as a mining analyst with specific responsibility for researching the base metals sector.

In 1997 Mr. Melloy was one of the founders of the Lion Manager which is responsible for the management of Lion
Selection Group and AuSelect Limited which provide equity capital to emerging Australian and overseas mining
companies.

Mr. Melloy was appointed as a Director of the Company on 9 January 2001.
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COMPANY SECRETARIES

Mr. Andrew J. Cooke LLB, FAICS

Mr. Cooke has 20 years experience in law, corporate finance and as a Company Secretary of listed resource
companies. He is responsible for corporate administration together with stock exchange and regulatory compliance.

Mr. Anthony M. Nadalin B. Com, CPA

Mr. Nadalin has 20 years experience in accounting and finance and as a Financial Controller of listed companies. He is
responsible for financial reporting and administration as well as being Assistant Company Secretary.

DIRECTORSHIPS OF OTHER LISTED COMPANIES

Directorships of other listed companies held by Directors in the 3 years immediately before the end of the financial year
are as follows:

Director Company Period of Directorship
Bruce Watson Nil -
lan Price Castlemaine Goldfields Limited July 2004 to March 2005
George Tahija PEARL Energy Limited July 2003 to June 2006
John Carlile PEARL Energy Limited July 2003 to May 2006
Castlemaine Goldfields Limited June 2004 to April 2006
Christopher Melloy Westonia Mines Limited Since April 2002
Exco Resources NL Since October 2005

REMUNERATION REPORT

a. Principles used to determine the nature and amount of remuneration (audited)

The Company'’s policy in respect of senior executives is to remunerate them on the basis of their job function, taking into
account their qualifications and experience. The level of remuneration for each senior executive is within a range that is
considered to be applicable on an industry standard basis. The level of remuneration is determined by the Managing
Director in consultation with the Board taking into account the position and responsibilities for which each senior
executive is charged.

While the consolidated entity’s operations have been in the project development stage, the objective of the Board has
been to minimise the number of senior executives it employs to maintain the total remuneration of such executives at a
level that is commensurate with the resources of the consolidated entity and the level of activity undertaken.

From time to time, the Board considers the issue of options to employees and contractors as an additional incentive for
them to generate shareholder wealth and for them to participate in the success of the Company. In the past, options
have been priced at a premium above market at the time of grant.
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DIRECTORS’ REPORT (CONTINUED)
REMUNERATION REPORT (CONTINUED)
a. Principles used to determine the nature and amount of remuneration (audited) (continued)
Non-Executive Directors

The Chairman (non-executive) receives director's fees of $45,000 per annum. Other non-executive directors receive
director’s fees of $30,000 per annum. The level of remuneration is based on an approximate time cost basis. The Board
considers that this policy is appropriate while the Company is in a project development phase. Total remuneration for all
non-executive directors was last voted on by shareholders at the 2005 Annual General Meeting is not to exceed
$250,000 per annum. No additional fees are paid for duties carried out in relation to the Audit Committee. Compulsory
superannuation contribution of 9% is paid in relation to the directors fees paid to the Chairman. Compulsory
superannuation contributions are not required in relation to the other non-executive directors.

Consulting fees were paid to Cubic Corporate Advisory Pty Limited, of which Mr. Bruce Watson is Managing Director.
These consulting fees are for additional responsibilities Mr. Watson has undertaken outside of his direct Board and
Committee responsibilities.

Under the Employees and Contractors Option Plan of the Austindo Group established in 2001, the Board subject to the
Rules of the Plan and shareholder approval may grant options to non-executive directors.

Directors’ post employment benefits
The Company does not have a retirement benefit scheme for non-executive directors.
Executive directors and other key management personnel
Executive remuneration packages comprise a mix of the following components:
e Fixed remuneration;
. ;ﬁgg term incentives provided by the issuing of options under the Employees and Contractors Option Plan;

e Post employment benefits.

Post employment benefits are accrued for Indonesian executives in accordance with Indonesian Labour Law No.
13/2003 and are payable upon resignation or retirement.

No short term performance bonuses are payable to executive directors or other key management personnel.

Fixed remuneration

The level of fixed remuneration is set so as to provide a base level of remuneration, which is both appropriate to the
position and competitive in the market. Fixed remuneration for most executives is comprised of base salary,
superannuation contributions, and in some cases with Indonesian-based executives includes other benefits such as

housing, medical care and vehicles.

The level of fixed pay is reviewed annually to ensure it is competitive and appropriate to assist in the attraction and
retention of high quality executives.
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REMUNERATION REPORT (CONTINUED)

a. Principles used to determine the nature and amount of remuneration (audited) (continued)

Long term incentives
The Employees and Contractors Option Plan (“the Plan”) of the Austindo Group was established in 2001.

The objective of the Plan is to provide an opportunity for senior executives and contractors to potentially participate as
equity owners in the Company and to reward key executives and contractors in a manner which aligns this element of
remuneration with the creation of shareholder wealth.

At the discretion of the Board, executives may be granted options under the Plan, subject to the Rules of the Plan.

No consideration is payable by any person in respect of the granting of options pursuant to the Plan however option
holders must pay the full exercise price to the Company at the time that they elect to exercise any option.

The Directors are permitted to specify the exercise price of options granted pursuant to the Plan. In so doing they may
specify the exercise price as a fixed amount or as an amount determined by reference to the market price of the shares
of the Company. In addition the Directors may specify the period within which options may be exercised, any
performance hurdles that must be satisfied and any other requirements that must be satisfied in relation to the exercise
of options.

Options granted pursuant to the Plan lapse at the end of any expiry date (if one is specified) or when the option holder
ceases to be an “Eligible Person” as defined by the Plan.

b. Details of remuneration (audited)

Details of the remuneration of each Director of Austindo Resources Corporation N.L. and each of the other key
management personnel of the Company and Group are disclosed in accordance with AASB 124 Related Party
Disclosures and are set out in the following tables. These tables also provide the disclosure of the five named
executives who received the highest remuneration as required by the Corporations Act 2001.

The key management personnel of Austindo Resources Corporation N.L. include the Directors and the following
executive officers, who include the 3 highest paid executives of the Company:

Name of Executive Title Period of Responsibility

Mr. Andrew Cooke Company Secretary Full year

Mr. Stephen Williams General Manager Projects 1 January to 14 September 2006
Mr. Anthony Nadalin Financial Controller Full year
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REMUNERATION REPORT (CONTINUED)

b. Details of remuneration (audited) (continued)

The key management personnel of the Group includes the Directors and the following executive officers, who include

the 3 of the 5 highest paid executives of the Group:

Name of Executive

Title

Period of Responsibility

Mr. Andrew Cooke

Company Secretary

Full year

Mr. Stephen Williams

General Manager Projects

1 January to 14 September 2006

Mr. Anthony Nadalin Financial Controller Full year
Mr. Hermani Soeprapto Chief Operating Officer From 1 August 2006
Mr. Sucipto Marijan President Director Full year
Mr. Sinambela Djundjungan | General Manager Operations | Full year

Mr. Brad Wake

Exploration Manager

From 1 May 2006

Mr. Sukmandaru Prihatmoko

General Manager Exploration

1 January to 6 March 2006

Mr. Don Faulkner

Project Manager

From 3 August 2006

Mr. Stewart Maxworthy

Site Project Manager

1 January to 8 August 2006

In addition to the above the following executives, whilst not
AASB124, should be included in the executive remuneration report due to the fact that they were among the five

highest remunerated executives during the year:

e Mr. Steven Harper
e Mr. Dean Boyd

— Engineering Manager

key management personnel in accordance with

— Underground Decline Superintendent

Remuneration details of Non-Executive Directors

2006 Directors Superannuation Options (d) Total
Fees

Name $ $ $

Bruce Watson (a) 45,000 4,050 39,471 88,521

John Carlile 30,000 - - 30,000

Christopher Melloy (b) 30,000 - - 30,000

George Tahija (c) - - - -

a. Consulting fees of $154,500 were paid or payable to Cubic Corporate Advisory Pty Limited, of which Mr. Watson

is Managing Director.

b. Fees for provision of services as a director for Mr. Melloy are paid to Lion Manager Pty. Ltd.

c. Mr. Tahija has waived his entitlement to directors’ fees, and no amounts were paid to Mr. Tahija for the provision

of his services during the year.

d. The fair value of options at issue date was determined by the Directors having regard to an independent valuation

completed by WHK Corporate Advisory Limited in accordance with AASB2 “Share-based Payment”

2005 Directors Superannuation Options Total
Fees

Name $ $ $

Bruce Watson 30,000 2,700 - 32,700
John Carlile 26,250 - - 26,250
Christopher Melloy (a) 25,000 - - 25,000
George Tahija (b) - - - -
Pieter Greeff (c) 17,250 1,553 - 18,803
Bruce Paterson (d) 3,750 338 - 4,088

a. Fees for provision of services as a director for Mr. Melloy are paid to Lion Manager Pty. Ltd.

b. Mr. Tahija has waived his entitlement to directors’ fees, and no amounts were paid to Mr. Tahija for the provision

of his services during the year.
Mr. Greeff resigned 30 June 2005, and no retirement or termination benefit was paid.

C.
d. Mr. Paterson resigned 11 March 2005, and no retirement or termination benefit was paid.
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DIRECTORS’ REPORT (CONTINUED)

b. Details of remuneration (audited) (continued)

Other Key Management Personnel of Austindo Resources Corporation NL

2006 Short-term benefits Post-employment benefits Share

Based

Payments
Name Cash Non-
Salary and | monetary Super- Retirement Termination Options
Fees Benefits annuation Benefits Benefits (a) Total
$ $ $ $ $ $ $

Executive Director
lan Price 205,734 - 14,438 - 68,750 - 288,922
Executives - -
Andrew Cooke 220,318 - - - - 14,523 234,841
Stephen Williams 186,562 - 16,367 - - - 202,929
Anthony Nadalin 152,499 - 30,075 - - - 182,574

a. The fair value of options at issue date was determined by the Directors having regard to an independent valuation
completed by WHK Corporate Advisory Limited in accordance with AASB2 “Share-based Payment”.

2005 Short-term benefits Post-employment benefits Share

Based

Payments
Name Cash Non-
Salary and | monetary Super- Retirement Termination Options
Fees Benefits annuation Benefits Benefits (c) Total
$ $ $ $ $ $ $

Executive Director
lan Price 257,472 - 23,172 - - 418 281,062
Executives - - -
Andrew Cooke 140,250 - - - - 13,275 153,525
Stephen Williams (a) 122,500 - 11,025 - - 19,914 153,439
Anthony Nadalin (b) 53,117 - 4,780 - - - 57,897

a. Stephen Williams commenced employment on 1 June 2005.

b. Anthony Nadalin commenced employment on 4 August 2005.

c. The fair value of options at issue date was determined by the Directors having regard to an independent valuation
completed by WHK Corporate Advisory Limited in accordance with AASB2 “Share-based Payment”.

10
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DIRECTORS’ REPORT (CONTINUED)

Other Key Management Personnel of the Group and Specified Remunerated Executives

Short-term benefits Post-employment benefits Share
Based
Payments

Name Cash

Salary Non-

and monetary Super- Retirement | Termination Options

Fees Benefits annuation Benefits Benefits €)) Total

$ $ $ $ $ $ $
2006
Executive Director
lan Price 205,734 - 14,438 - 68,750 - 288,922
Executives
Andrew Cooke 220,318 - - - - 14,523 234,841
Stephen Williams 186,562 - 16,367 - - - 202,929
Anthony Nadalin 152,499 - 30,075 - - - 182,574
Hermani Soeprapto 82,525 3,529 3,053 18,939 - - 108,046
Sucipto Marijan 111,125 4,860 3,576 34,609 - 14,523 168,693
Sinambela Djundjungan 73,787 4,428 2,466 8,212 - 21,783 110,676
Brad Wake 138,742 1,188 - - - - 139,930
Sukmandaru Prihatmoko 32,674 2,390 598 - - - 35,662
Stewart Maxworthy 213,492 2,143 - - - - 215,635
Don Faulkner 175,357 - - - - - 175,357
Steven Harper 264,775 2,298 - - - - 267,073
Dean Boyd 181,763 3,618 - - - - 185,381
2005
Executive Director
lan Price 257,472 - 23,172 - - 418 281,062
Executives
Andrew Cooke 140,250 - - - - 13,275 153,525
Stephen Williams 122,500 - 11,025 - - 19,914 153,439
Anthony Nadalin 53,117 - 4,780 - - - 57,897
Sucipto Marijan 80,409 4,390 2,699 24,268 - 13,275 125,041
Sinambela Djundjungan 52,981 1,688 - 5,451 - 19,914 80,034
Sukmandaru Prihatmoko 61,357 3,431 2,059 - - 13,275 80,122
Stewart Maxworthy 136,267 187 - - - - 136,454
a. The fair value of options at issue date was determined by the Directors having regard to an independent

valuation completed by WHK Corporate Advisory Limited in accordance with AASB2 “Share-based

Payment”.

11
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REMUNERATION REPORT (CONTINUED)

b. Details of remuneration (audited) (continued)

Options

On 23 May 2006, shareholders at the Annual General Meeting approved a resolution authorising the granting and

issuing to Mr. Bruce Watson 2,000,000 options, each to subscribe for one fully paid ordinary share in the capital of the
Company. Details of these options are as follows:

Number of Fair Value per Exercise Vesting Date Expiry Date
Options Option at Grant Price per
Date Option
1,000,000 $0.022879 $0.07 31 July 2006 31 July 2010
500,000 $0.023557 $0.07 | 31 January 2007 31 July 2010
500,000 $0.024245 $0.07 31 July 2007 31 July 2010

These options were granted and issued in accordance with the rules of the Employees and Contractors Option Plan.
There are no performance hurdles which must be satisfied before these options are exercisable.

No other options were granted during the financial year or since the end of the financial year.

The total number of options issued to subscribe for ordinary shares in the Company under the Plan at the date of this
report is 11,000,000. (Number of potential ordinary shares 11,000,000) Each option entitles the option holder to one
ordinary share of the Company at an exercise price of 7.0 cents per share, exercisable at any time from the date of
vesting where applicable.

The names of all persons who currently hold options granted under the Plan are entered in the Register of Options kept
by the Company. The Register may be inspected free of charge. Particulars of options granted to Directors of the
Company are detailed, under the heading, Statement of Interests of Directors.

No person entitled to exercise any option referred to above has or had, by virtue of the option, a right to participate in
any share issue of any other body corporate. No shares have been issued during or since the end of the financial year
by the exercising of an option.

Details of options that were granted or vested during the year to Directors or other key management personnel, held
directly or beneficially, were as follows:

Name Number of options granted Number of options vested during
during the year the year

2006 2005 2006 2005
Directors
Bruce Watson 2,000,000 - 1,000,000 -
lan Price - - - 1,000,000
Other key management personnel
Andrew Cooke - 2,000,000 1,000,000 -
Stephen Williams - 3,000,000 1,500,000 -
Sucipto Marijan - 2,000,000 1,000,000 -
Sinambela Djundjungan - 3,000,000 1,500,000 -
Sukmandaru Prihatmoko - 2,000,000 1,000,000 -
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Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640

DIRECTORS’ REPORT (CONTINUED)

REMUNERATION REPORT (CONTINUED)
b. Details of remuneration (audited) (continued)

Further details relating to option based remuneration of the Directors of the Company and the five highest paid
executives of the Company and the Group are set out below:

Balance Granted Exercised Lapsed Balance 31
1 January 2006 | during during year | during December
year year 2006
Qty Qty Qty Qty Qty
lan Price 4,000,000 - - | 4,000,000 -
Bruce Watson - 2,000,000 - - 2,000,000
John Carlile 2,000,000 - - | 2,000,000 -
Christopher Melloy - - - - -
George Tahija 500,000 - - 500,000 -
Stephen Williams 3,000,000 - - | 3,000,000 -
Andrew Cooke 2,000,000 - - - 2,000,000
Anthony Nadalin - - - - -
Stewart Maxworthy - - - - -
Steven Harper - - - - -
Dean Boyd - - - - -
Total 11,500,000 2,000,000 - | 9,500,000 4,000,000
A B C D
Remuneration Lapsed Total
consisting of Granted Exercised during
options during year | during year year
% $ $ $ $
lan Price - - - 91,516 91,516
Bruce Watson 45% 45,758 - - 45,758
John Carlile - - - 45,758 45,758
Christopher Melloy - - - - -
George Tahija - - - 11,440 11,440
Stephen Williams - - - 68,637 68,637
Andrew Cooke 6% - - - -
Anthony Nadalin - - - - -
Stewart Maxworthy - - - - -
Steven Harper - - - - -
Dean Boyd - - - - -
Total 45,758 - 217,351 263,109

A= The percentage of the value of remuneration consisting of options, based on value at grant date.

B= The total value at grant date calculated in accordance with AASB 2 Share Based Payment of options granted
during the year as a part of remuneration.

C= The value at exercise date of options that were granted as part of remuneration and were exercised during the
year.

D= The value at lapse date of options that were granted as part of remuneration that lapsed during the year.
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Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640

DIRECTORS’ REPORT (CONTINUED)

REMUNERATION REPORT (CONTINUED)

C. Service Agreements - audited

Remuneration and other terms of employment for key management personnel are formalised in employment
agreements. With the exceptions noted below all employment agreements are unlimited in term but may be
terminated by written notice of one month from either party or the employing entity with the Group making a payment
in lieu of notice. Employee remuneration is reviewed on an annual basis.

Exceptions to the above terms of employment are:

e Mr. Hermani Soeprapto has a notice period of 3 months.
e Mr. Sucipto Marijan, Mr. Sinambela Djundjungan, and Mr. Brad Wake have a notice period of 2 months.
e Mr. Don Faulkner has a fixed term contract concluding 17 July 2007.

ENVIRONMENTAL PERFORMANCE

The Group’s activities during the year were primarily confined to the province of Banten, Indonesia and accordingly
the Group is not subject to environmental regulation under Australian law.

In Indonesia, the Group’s activities are carried out in accordance with environmental regulations as determined by the

Ministry of Mines and Energy. All field operations in Indonesia are conducted on the premise of respect for the
environment and a commitment to regeneration.

AUDITOR’S INDEPENDENCE DECLARATION

A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is set
out on page 71.

NON-AUDIT SERVICES

No material amounts were paid or payable to auditors for non-audit services provided to any entity that is part of the
consolidated entity during the year by the auditors of the consolidated entity.
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Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640

DIRECTORS’ REPORT (CONTINUED)

MEETINGS OF DIRECTORS

The following table sets out the number of meetings of the Company’s Directors (including meetings of Committees of
Directors) held during the year ended 31 December, 2006 and the number of meetings attended by each Director:

Meetings of Directors Audit Committee

E“A%Itglr? dto Attended EI,'A%{ZI:} dto Attended
Bruce Watson 18 17 5 5
lan Price (resigned 31 July 2006) 10 10 * 5
George Tahija 18 15 * *
John Carlile 16 14 5 5
Christopher Melloy 18 18 * *

* Not a member of the relevant committee

This report is made on behalf of the Board of Directors pursuant to a resolution of Directors.

Dated this 30th day of March 2006.

P &

e P “H-""'-u.ﬁ_‘ _ —
e NI
Bruce J. Watson John C. Carlile
Chairman Non Executive Director
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Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640

Income statements
For the Year Ended 31 December 2006

Revenue

Employee expenses

Depreciation expenses

Management & administrative expenses
Unrealised foreign exchange gain (loss)
Exploration and evaluation expenditures
Other expenses

Deconsolidation of controlled entity
Changes in associate ownership interest
Share of net loss of associate accounted
for using the equity method

Net loss on cash flow hedges

Loss before financing costs

Interest revenue

Interest income on related party loans
discounted to fair value

Finance expenses

Profit/(Loss) before income tax
Income tax benefit

Profit/(Loss) for the year

Equity holders of the parent
Minority interests

Profit/(Loss) for the year

Basic earnings/(loss) per share from
continuing operations (cents per share)

Diluted earnings/(loss) per share from
continuing operations (cents per share)

Note

3(@)(0)
3(b)

3(e)
3(f)
3(9)
3(9)

3(9)
3(h)

3(a)(ii)

3(a)(ii)
3(d)

5

Consolidated

Austindo Resources
Corporation N.L.

31.12.06 31.12.05  31.12.06  31.12.05
$ $ $ $
1,964 412,326 - 405,900

(1,314,669)  (902,037)  (570,194)  (524,910)
(68,558) (17,651) (11,660)  (13,328)

(1,199,310)  (863,825) (1,048,568)  (889,663)
(485) (2,636) (2,367,778) 639,705
- (87,115) - -

(187,421) (32,099)  (841,223)  (32,099)
- (516,082) - -

- 1,626,932 - -
(34,952)  (269,471) - -

(11,463,539) ) - ]

(14,266,970)  (651,658) (4,839,423)  (414,395)
455,245 340,861 455,245 340,861
- - 1,912,452 721,093

(401,604)  (230,106)  (401,604)  (254,734)

(14,213,329)  (540,903) (2,873,330) 392,825
824,102 - 1,236,391 -

(13,389,227)  (540,903) (1,636,939) 392,825

(11,859,670)  (540,903) (1,636,939) 392,825

(1,529,557) - - -

(13,389,227)  (540,903) (1,636,939) 392,825
(1.08) (0.07) - -
(1.08) (0.07) - -

The accompanying notes form part of these financial statements.
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Austindo Resources Corporation N.L. and its Controlled Entities

CURRENT ASSETS

Cash and cash equivalents
Receivables

Available for sale financial assets
Derivative financial instruments
Other

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Receivables

Other financial assets

Investments accounted for using the
equity method

Office furniture, equipment and motor
vehicles

Exploration and evaluation
expenditure

Project development expenditure

TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

CURRENT LIABILITIES
Trade and other payables
Derivative financial instruments
Interest bearing liabilities
Provisions

Other

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Payables

Interest bearing liabilities
Derivative financial instruments
Provisions

TOTAL NON-CURRENT
LIABILITIES

TOTAL LIABILITIES
NET ASSETS

EQUITY
Contributed equity
Reserves
Accumulated losses
Parent interest
Minority interest

TOTAL EQUITY

A.B.N. 48 002 678 640
Balance Sheets

As at 31 December 2006

Note Consolidated Austindo Resources
Corporation N.L.
31.12.06 31.12.05 31.12.06 31.12.05
$ $ $ $
6 9,514,147 13,431,506 4,442,431 12,994,057

7(a) 7,403 95,362 1,327,937 3,775,964

11 4,500,000 - 4,500,000 -

9 58,060 - - -

8 849,795 390,025 359,020 337,726
14,929,405 13,916,893 10,629,388 17,107,747

7(b) 101,896 106,247 30,585,043 12,507,964

10 - - 8,774,333 7,725,387

12 - 1,787,944 - -

13 1,481,984 385,524 32,036 39,328

14(a) 15,240,683 15,396,740 - -

14(b) 56,778,501 8,984,296 - -
73,603,064 26,660,751 39,391,412 20,272,679
88,532,469 40,577,644 50,020,800 37,380,426

15 7,156,583 2,739,877 226,102 289,916

9 508,786 - - -

19 3,987,110 - - -

16 14,213 45,134 14,213 45,134

17 66,077 66,216 66,077 66,216
11,732,769 2,851,227 306,392 401,266

18 1,882,673 414,321 - -

20 32,870,213 4,000,000 4,000,000 4,000,000

9 10,683,594 - - -

16 1,056,836 753,726 - -
46,493,316 5,168,047 4,000,000 4,000,000
58,226,085 8,019,274 4,306,392 4,401,266
30,306,384 32,558,370 45,714,408 32,979,160

21 75,316,707 63,934,259 75,316,707 63,934,259

23 121,392 477,083 3,049,478 135,018

24 (43,977,333) (32,192,942) (32,651,777) (31,090,117)
31,460,766 32,218,400 45,714,408 32,979,160

22 (1,154,382) 339,970 - -
30,306,384 32,558,370 45,714,408 32,979,160

The accompanying notes form part of these financial statements.
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Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640

Statements of recognised income and expense
For the Year Ended 31 December 2006

Note

Amounts recognised directly in

equity

Net change in fair value of available for
sale financial assets

Cost of share based payments

Share of associate reserves

Options reserve relinquished on
deconsolidation of controlled entity

Foreign exchange translation

differences

23

Net income (expense) recognised
directly in equity

Profit/(Loss) for the year

Total recognised income and
expense for the year

Attributable to:
Parent interest
Minority equity interest

Consolidated

Austindo Resources
Corporation N.L.

31.12.06 31.12.05 31.12.06 31.12.05
$ $ $ $
1,974,688 - 2,884,916 -
104,823 124,879 104,823 124,879
(51,785) 51,785
- (52,903) - -
(2,308,138) 290,280 - -
(280,412) 414,041 2,989,739 124,879
(13,389,227) (540,903)  (1,636,939) 392,825
(13,669,639) (126,862) 1,352,800 517,704
(12,140,082) (126,862) 1,352,800 517,704
(1,529,557) - - ]
(13,669,639) (126,862) 1,352,800 517,704

The accompanying notes form part of these financial statements.
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Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640

Cash flows from operating activities
Receipts from customers (inclusive of
goods and services tax)

Payments to suppliers and employees
(inclusive of goods and services tax)
Interest received

Finance costs

Net cash outflows from operating
activities

Cash flows from investing activities
Capital acquired in controlled entities
Proceeds from sale of share rights
Payments for office furniture, equipment
and vehicles

Exploration and evaluation expenditures
Project development expenditures
Advances to controlled entities

Net cash from investing activities

Cash flows from financing activities
Proceeds from borrowings

Gross proceeds from the issue of share
capital

Payments for share issue costs
Payment of security deposits
Proceeds from the issue of convertible
notes

Payments for convertible notes issued
Repayment of convertible notes issued
to related party

Loans to other persons

Contribution from project joint venture
partner- PT Antam Thk

Net cash from financing activities

Net increase (decrease) in cash and
cash equivalents

Cash and cash equivalents at beginning
of the financial year

Cash relinquished on deconsolidation of
controlled entity (refer note 10)

Effects of exchange rate changes on the
balances of cash held in foreign
currencies

CASH AND CASH EQUIVALENTS AT
END OF THE FINANCIAL YEAR

Cash Flow Statements
For the Year Ended 31 December 2006

Note

30(b)

30(a)

Consolidated

Austindo Resources
Corporation N.L.

31.12.06 31.12.05 31.12.06 31.12.05
$ $ $ $
98,285 6,426 96,947 -

(1,831,176)  (1,280,149)  (1,571,368) (1,260,970)
447,943 347,840 447,943 347,840
(348,322)  (108,815) (348,322)  (108,815)
(1,633,270)  (1,034,698)  (1,374,800)  (1,021,945)
- - - (661,663)
- 405,900 - 405,900
(1,330,740)  (351,632) (4,368) (11,977)
(964,696)  (2,564,453) - -

(44,964,981)  (6,693,444) - -

- - (18,498,210)  (9,275,178)

(47,260,417)  (9,203,629) (18,502,578) (9,542,918)

32,857,323 - - -
12,000,169 18,735,812 12,000,169 18,735,812
(617,717)  (499,078) (617,717)  (499,078)
(17,504)  (200,000) - (200,100)
- 4,000,000 - 4,000,000
- (160,000) - (160,000)
- (900,000) - (900,000)
(56,700) (20,541) (56,700) (20,541)
829,000 - - -
44,994,571 20,956,193 11,325,752 20,956,093
(3,899,116) 10,717,866  (8,551,626) 10,391,230
13,431,506 4,259,446 12,994,057 2,602,827
- (1,538,514) - -
(18,243) (7,292) - -
9,514,147 13,431,506 4,442,431 12,994,057

The accompanying notes form part of these financial statements.
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Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640

Notes to the consolidated financial statements
For the Year Ended 31 December 2006

1. CORPORATE INFORMATION

Austindo Resources Corporation N.L. (“Austindo”) is a publicly listed no liability company that is incorporated and
domiciled in Australia. The Company has prepared a consolidated financial report incorporating entities that it
controlled during the financial year.

The registered office and principal place of business of Austindo Resources Corporation N.L. is located at:

Level 8, North Tower
459 Collins Street
Melbourne VIC 3000

During the year, the principal activity of Austindo Resources Corporation N.L. and its controlled entities was gold
exploration in Indonesia and development of the Cibaliung Gold Project in Banten Province, Indonesia.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is a general purpose financial report that has been prepared in accordance with Australian
Accounting Standards, Urgent Issues Group Interpretations, other authoritative pronouncements of the Australian
Accounting Standards Board and the Corporations Act 2001.

The financial report covers the economic entity of Austindo Resources Corporation N.L. and its controlled entities, and
Austindo Resources Corporation N.L. as an individual parent entity.

Statement of Compliance

The financial report of Austindo Resources Corporation N.L. and its controlled entities (together referred to as the
“Group” or “consolidated entity”), and Austindo Resources Corporation N.L. as an individual parent entity comply with
all Australian equivalents to International Financial Reporting Standards in their entirety.

Compliance with IFRS

The financial report is a general purpose financial report which has been prepared in accordance with Australian
Accounting Standards adopted by the Australian Accounting Standards Board (“AASB”) and the Corporations Act
2001. International Financial Reporting Standards (“IFRS™) form the basis of Australian Accounting Standards
adopted by the AASB, and for the purpose of this report is called Australian equivalents to IFRS (“AIFRS”) to
distinguish from previous Australian GAAP. The financial reports of the consolidated entity and the Company also
comply with IFRS and interpretations adopted by the International Accounting Standards Board. The financial report is
presented in Australian dollars.

The following is a summary of the material accounting policies adopted by the economic entity in the preparation of
the financial report. The accounting policies have been consistently applied, unless otherwise stated.
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Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640
Notes to the consolidated financial statements
For the Year Ended 31 December 2006

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

The financial report is prepared on the historical cost basis except that the following assets and liabilities are stated at
their fair value: derivative assets and liabilities and financial instruments classified as available for sale.

Accounting estimates

The preparation of a financial report, in conformity with Australian Accounting Standards, requires management to
make judgements, estimates and assumptions that affect the application of policies and reported amounts of assets
and liabilities, income and expenses. The estimates and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under the circumstances, the results of which form the
basis of making the judgements about the carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates. These accounting policies have been consistently
applied by each entity in the consolidated entity.

The 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 if the revision affects only that period or in the period of the
revision and future periods, if the revision affects both current and future periods.

(b) Principles of Consolidation

Controlled Entities

A controlled entity is any entity controlled by Austindo Resources Corporation N.L. Control exists where Austindo
Resources Corporation N.L. has the capacity to dominate the decision making in relation to the financial and
operating policies of another entity so that the other entity operates with Austindo Resources Corporation N.L. to
achieve its objectives.

All inter-company balances and transactions between entities, including any unrealised profits or losses, have been
eliminated on consolidation.

Outside equity interests in the results and equity of controlled entities are shown separately in the consolidated
financial report.

Associates

Associates are all entities over which the Group has significant influence but not control. Investments in associates
are accounted for in the parent entity’s financial statements using the cost method and in the consolidated entity using
the equity method of accounting, after initially being measured at cost.

The Group's share of its associate's post acquisition profits or losses is recognised in the income statement and its
share of post acquisition movements in reserves is recognised in reserves. The cumulative post acquisition
movements are adjusted against the carrying value of the investment.

When the Group's share of losses in an associate equals or exceeds its interest in the associate, the Group does not
recognise further losses.
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Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640
Notes to the consolidated financial statements
For the Year Ended 31 December 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(b) Principles of Consolidation (continued)

Joint ventures

Joint ventures are those entities over whose activities the consolidated entity has joint control, established by
contractual arrangement. Where material, the interest in a joint venture is accounted for in the consolidated financial
statements using the equity method and is carried at cost in the Company’s financial statements. Under the equity
method, the share of profits or losses of the partnership is recognised in the income statement, and the share of
movements in reserves is recognised in the balance sheet. No material joint ventures were recorded in the current
financial year.

(c) Foreign Currencies

Functional and presentation currency
Items included in the financial statements of each of the Group’s entities are measured using the currency of the
primary economic environment in which the entity operates (the functional currency).

Although Austindo Resources Corporation N.L. believes the functional currency of its main operating entities in
Indonesia is US dollars, for reporting purposes it has adopted Australian dollars as its presentation currency.

Group Entities

The results and financial position of all the Group entities (none of which has the currency of a hyperinflationary
economy) that have a functional currency different from the presentation currency are converted into the presentation
currency as follows:

- assets and liabilities for each balance sheet are translated at the closing exchange rate at the date of
the balance sheet;

- income and expenses are translated at the average exchange rate for the period; and
- all resulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the translation of any net investment in foreign entity, including
long term loans, are taken to shareholders’ equity.

(d) Derivative Financial Instruments

Current accounting policy

The consolidated entity uses derivative financial instruments to hedge its exposure to gold prices, foreign currency
exchange and interest rate risks arising from operating, financing and investing activities. The consolidated entity
does not hold or issue derivative financial instruments for trading purposes. However, derivatives that do not qualify
for hedge accounting are accounted for as trading instruments.

On entering into a hedging relationship, the consolidated entity formally designates and documents the hedge
relationship and the risk management objective and strategy for undertaking the hedge. The documentation includes
identification of the hedging instrument, identifying the hedged item or transaction, the nature of the risk being hedged
and how the changes in the hedged item’s cash flows are attributable to the hedged risk. Such hedges are expected
to be highly effective in achieving offsetting changes in fair value or cash flows and are assessed on an ongoing basis
to determine that they actually have been highly effective throughout the financial periods for which they are
designated. The ineffective part of any gain or loss is recognised in the income statement.
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Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640
Notes to the consolidated financial statements
For the Year Ended 31 December 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(d) Derivative Financial Instruments (continued)

Cash flow hedge

Where a derivative financial instrument is designated as a hedge of the variability in cash flows of a recognised asset
or liability, or a highly probable forecasted transaction, the effective part of any gain or loss on the derivative financial
instrument is recognised directly in equity.

For cash flow hedges, the associated cumulative gain or loss is removed from equity and recognised in the income
statement in the same period or periods which the hedged forecast transaction affects profit or loss.

Cash flow hedge-swaps

The effective portion of changes in the fair value of swaps that are designated and qualify as cash flow hedges is
recognised in equity in the hedging reserve. The gain or loss relating to the ineffective portion is recognised
immediately in the income statement.

Amounts accumulated in equity are recycled in the income statement in the periods when the hedged item will affect
profit or loss. The gain or loss relating to the ineffective portion of the interest rate swaps is recognised in the income
statement but then has been capitalised as part of the Cibaliung Project development costs.

When a hedging instrument expires or is sold or terminated or when a hedge no longer meets the criteria for hedge
accounting, any cumulative gain or loss existing in equity at the time remains in equity and is recognised when the
forecast transaction is ultimately recognised in the income statement. When a forecast transaction is no longer
expected to occur, the cumulative gain or loss that was reported in equity is immediately transferred to the income
statement.

Financial liabilities

Non-derivative financial liabilities are recognised at amortised cost, comprising original debt less principal payments
and amortisation.

(e) Fair value estimation

The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for
disclosure purposes. The fair value of financial instruments traded in active markets is based on quoted market prices
at the balance sheet date. The quoted market price used for the financial assets held by the Group is the current bid
price, the appropriate quoted market price for financial liabilities is the current ask price.

The fair value of financial instruments that are not traded in an active market is determined using recognised valuation
techniques. The Group uses a variety of methods and makes assumptions that are based on market conditions
existing at each balance date. Interest rate swaps are fair-valued by determining the theoretical gain or loss had the
swap contracts been terminated on market at the balance date. Other techniques, such as estimated discounted cash
flows, are used to determine fair value for the remaining financial instruments.

The nominal value less estimated credit adjustments of trade receivables and payables are assumed to approximate
their fair values. The fair value of financial liabilities for disclosure purposes is estimated by discounting the future
contractual cash flows at the current market interest rate that is available to the group for similar transactions.
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Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640

Notes to the consolidated financial statements
For the Year Ended 31 December 2006
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

® Acquisition of Assets

All assets acquired, including property, plant, equipment and intangibles, other than goodwill, are initially recorded at
cost, at the date of acquisition.

(9) Plant and Equipment

Items of property, plant and equipment are stated at cost or deemed cost less accumulated depreciation and
impairment losses. The cost of self-constructed assets includes the costs of materials, direct labour, and the initial
estimate, where relevant, the costs of dismantling and removing items, restoring the site and an appropriate
proportion of production overheads.

When assets are retired or otherwise disposed of, their carrying values and the related accumulated depreciation are
removed from the accounts and any resultant gain or loss is credited or charged to deferred exploration or Project
development expenditures.

Construction in progress is stated at cost and it is transferred to the respective property and equipment account when
completed and ready for use.

(h) Depreciation

Plant and equipment, motor vehicles, office equipment, and furniture are recorded at cost and are depreciated over
their estimated useful economic lives using the straight line or diminishing value methods.

Major depreciation rates are:

2006
Office equipment 25-40%
Office furniture 15-30%
Plant and equipment 25%
Motor vehicles 25%
0] Mineral Exploration, Evaluation and Development Expenditure

The Group's policy with respect to exploration and development expenditure is to use the area of interest method.
Under this method exploration costs are carried forward on the following basis:

(i) Each area of interest is considered separately when deciding whether, and to what extent, to carry forward
or write off exploration and evaluation costs;

(i) Exploration costs related to an area of interest are carried forward provided that rights of tenure of the
areas of interest are current and that one of the following conditions is met:

- such exploration costs are expected to be recouped through successful development and
exploitation of the area of interest or alternatively, by its sale; or

- exploration and/or evaluation activities in the area of interest have not yet reached a stage which
permits a reasonable assessment of the existence or otherwise of economically recoverable
reserves and active and significant operations in relation to the area are continuing;

(i) Exploration costs accumulated in respect of each particular area of interest include only expenditure
related directly to operational activities in those areas;
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Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640
Notes to the consolidated financial statements
For the Year Ended 31 December 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
0] Mineral Exploration, Evaluation and Development Expenditure (continued)
(iv) The Group will maintain the tenements in good standing for at least the next twelve months; and

(v) The carrying values of mineral tenements are reviewed annually by directors where results of exploration
and/or evaluation of an area of interest are sufficiently advanced to permit a reasonable estimate of the
amount expected to be recouped through successful development of the area of interest or by its sale.
Expenditure in excess of this amount is written off to the income statement in the period in which the review
occurs. The carrying value of mineral tenements are carried forward and amortised over the expected useful
life of each project.

) Investments and other Financial Assets

Financial Instruments held for trading are classified as current assets and are stated at fair value with any resultant
gain or loss recognised in the income statement.

Other financial instruments held by the consolidated entity are classified as available for sale and are measured at
their fair value with the resultant gain or loss being recognised directly in equity, except for impairment losses and, in
the case of monetary items such as debt securities, foreign exchange gains or losses. When these investments are
derecognised, the cumulative gain or loss previously recognised directly in equity is recognised in the income
statement.

The fair value of financial instruments classified as held for trading and available for sale is the quoted bid price at the
balance sheet date.

Financial instruments classified as held for trading or available for sale investments are recognised/derecognised by
the consolidated entity on the date it commits to purchase/sell the investment.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit and loss are financial assets held for trading which are acquired principally
for the purpose of selling in the short term with the intention of making a profit. Assets in this category are classified
as current assets if they are either held for trading or are expected to be realised within 12 months of the balance
sheet date.

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed determinable payments that are not quoted in an
active market and are stated at amortised cost using the effective interest rate method. They are included in the
current assets, except for those with maturities greater than 12 months after balance sheet date which are classified
as non-current assets.

As per AASB 139, the Group is required to recognise any financial asset and/or liability issued to related parties, or
otherwise, at its fair value, using the effective interest rate method. The effective interest rate method calculates the
cash consideration at its present value and determines how much interest income and/or expense is to be reported in
each period.

The issuer is initially required to account for the difference between the fair value and the cash consideration in the
income statement as interest expense, if the borrower is an unrelated party. If the borrower is a subsidiary, the
difference is accounted for in the parent’s Investment account and subject to impairment testing each financial year.
Any impairment is recorded in the income statement in that period.

Subsequent measurement requires the issuer to allocate the amortised cost over the life of the loan. The fair value
will increase over the term to the ultimate maturity amount and this accretion will be recognised in the income
statement as interest income.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
) Investments and other Financial Assets (continued)

The borrower is initially required to account for the difference between the fair value and the cash consideration in the
income statement as interest revenue, if the issuer is an unrelated party. If the issuer is the parent entity, the
difference is then accounted for in the subsidiary’s Shareholders Equity account and subject to impairment testing
each financial year. Any impairment is recorded in the income statement in that period.

Subsequent measurement requires the borrower to allocate the amortised cost over the life of the loan. The fair value
will increase over the term to the ultimate maturity amount and this accretion will be recognised in the income
statement as interest expense.

Available for sale financial assets
Available for sale financial assets comprise principally of marketable equity securities that are non derivatives, and
are not classified in any other category. They are included in current assets if they are to be disposed of within 12
months of the balance sheet date.

(k) Cash

For the purposes of the statement of cash flows, cash includes cash on hand and at call deposits with banks or
financial institutions, deposits held at call with financial institutions, other short-term, highly liquid investments with
original maturities that are readily convertible to known amounts of cash and which are subject to insignificant risk of
changes in value. Bank overdrafts are shown within borrowings in current liabilities on the balance sheet.

) Trade Receivables

Trade receivables are recognised initially at fair value and subsequently measured at fair value less provision for
doubtful debts.

A provision for doubtful debts is established when there is objective evidence that the Group will not be able to collect
all amounts due according to the original terms of the receivables. The amount of the provision is the difference
between the asset’s carrying amount and the present value of estimated future cash flows, discounted at the original
effective interest rate. The amount of the provision is recognised in the income statement.

(m) Trade and other Payables

Trade and other payable amounts represent liabilities for goods and services provided to the Group prior to the end of
the financial year which are unpaid. The amounts are non-interest bearing and unsecured.

(n) Comparative Amounts to Conform with Change

Where required, comparative figures have been adjusted to conform to changes in presentation for the current
financial period.

(0) Impairment of Assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment. Assets
that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the
asset's carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair
value less costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows (cash generating units).
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(P) Employee and Contractors Share and Option Plan

Share options granted after 7 November 2002 and vested before 1 January 2005
No expense is recognised in respect of these options, as per IFRS’s guidelines. The shares are recognised when the
options are exercised and the proceeds received allocated to share capital.

Share options granted after 7 November 2002 and vested after 1 January 2005

The fair value of options granted is recognised as an employee benefit or other expense with a corresponding
increase in equity. The fair value is measured at grant date and recognised over the period during which the holder
became unconditionally entitled to the options.

The fair value at grant date was independently determined by WHK Corporate Advisory Limited using the Trinomial
Tree option pricing model that takes into account the exercise price, the term of the option, the vesting and
performance criteria, the impact of dilution, the non-tradable nature of the option, the share price at grant date and the
expected price volatility of the underlying share, the expected dividend yield and the risk-free interest rate for the term
of the option.

Options are expensed in the year they are granted. Upon the exercise of the option, the balance of the options
reserve relating to those options is transferred to share capital. Where options lapse during the year the amounts in
relation to these lapsed options, previously credited to the options reserve, are transferred to the Accumulated Losses
account.

@ Earnings/(loss) Per Share

Earnings/(loss) per share is calculated as the operating profit/(loss) after income tax divided by the weighted average
number of ordinary shares outstanding during the period.

(r) Diluted Earnings/(loss) Per Share

Diluted earnings/(loss) per share is calculated as the operating profit/(loss) after income tax divided by the weighted
average number of ordinary shares outstanding during the year, together with potential ordinary shares, in respect of
all options and convertible notes on issue and remaining unconverted as at the end of the period.

(s) Convertible Notes

Convertible Notes that can be converted to share capital at the option of the holder, where the number of shares
issued does not vary with changes in their fair value, are accounted for as compound financial instruments.

Where the Convertible Notes issued by the Company, give rise to a contractual obligation to deliver cash to the
holder, they are classified as liabilities to the extent of the obligation.

Interest expense on compound instruments is determined based on the liability component and includes the actual
interest paid to holders. There are no dividends associated with the equity component.

® Employee Benefits

Wages, salaries, and annual leave

Liabilities for wages and salaries and annual leave are expected to be settled within 12 months of the reporting date
and are recognised in provisions in respect of employees' services up to the reporting date. The amount is measured
as the amounts expected to be paid when liabilities are settled.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
® Employee Benefits (continued)

Long Service Leave

A 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. Consideration is given to expected future
wage and salary levels, experience of employee departures and periods of service. Expected future payments are
discounted using interest rates on national government guaranteed securities with terms to maturity that match, as
closely as possible, the estimated future cash outflows.

Superannuation
The amount charged to the income statement in respect of superannuation represents the contributions made by the
Group to the superannuation funds of the employees.

(w) Provisions

Provisions for legal claims are recognised when the Group has a present legal or constructive obligation as a result of
past events; it is more likely than not that an outflow of resources will be required to settle the obligation; and the
amount has been reliably estimated. Provisions are not recognised for future operating losses. Where there are a
number of similar obligations, the likelihood that an outflow will be required in settlement is determined by considering
the class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with respect to any
one item included in the same class of obligation may be small.

Provisions are measured at the present value of managements best estimate of the expenditure required to settle the
present obligation at balance sheet date.

(v) Restoration, Rehabilitation and Environmental Expenditure

Restoration costs that are expected to be incurred are provided for as part of the cost of the exploration, evaluation,
development, construction or production phases that give rise to the need for restoration. If this occurs prior to
commencement of production, the costs are included in capitalised tenement and infrastructure acquisition
expenditure. If it occurs after commencement of production, restoration costs are provided for and charged to the
profit and loss account.

The ‘best estimate’ approach as per AASB 137 Provisions, Contingent Liabilities and Contingent Assets has been
used to record the restoration provision. The provision is the best estimate of the expenditure required to settle the
restoration obligation at the reporting date, based on current legal requirements and technology. Future costs are
reviewed annually and any changes are reflected in the restoration provision at the end of the reporting period.

(w) Revenue

Revenue is recognised as the interest accrues (using the effective interest method where applicable) to the net
carrying amount of the financial asset.

Profit from the disposal of non-current assets is recognised when derived.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(x) Leases

Material finance leases of the consolidated entity are capitalised. Operating leases are not capitalised. Rental
payments are charged against profits in equal instalments over the term of the lease.

(y) Finance Costs

Finance costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets
that, where necessary, take a substantial period of time to get ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalisation.

Until the commencement of gold production, P.T. Cibaliung Sumberdaya’s borrowing costs are fully capitalised.
All other finance costs are recognised in the income statement in the period in which they are incurred.
2 Goods and Services Tax (GST) and Value Added Tax (VAT)

Goods and services taxes

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST incurred
is not recoverable from the Australian Taxation Office. In these circumstances the GST is recognised as part of the
cost of acquisition of the asset or as part of an item of the expense. Receivables and payables are stated inclusive of
the amount of GST receivable and recoverable. The net amount of GST recoverable from, or payable to, the
Australian Taxation Office is included with other receivables or payables in the balance sheet.

Value added taxes

VAT applies to good and services in Indonesia. In 2004, upon request by the Group, the Directorate General of
Taxation issued a confirmation letter stating that gold bars are in the category of the types of goods not subject to
VAT, and therefore the delivery of gold from the Group to PT Antam Tbk will not be subject to VAT output tax. In
addition, input VAT amounts related to the production and delivery of gold cannot be credited against VAT output
amounts, and therefore such VAT amounts are expensed or form part of the Project capitalised costs.

(aa) Income Tax

The charge for current income tax expense is based on the profit/(loss) for the period adjusted for any non-
assessable revenue or disallowable expenditure items. It is calculated using the tax rates that have been enacted or
are substantially enacted by balance sheet date.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to apply when
the assets are recovered or liabilities are settled, based on those tax rates which are enacted or substantively enacted
for each jurisdiction. The relevant tax rates are applied to the cumulative amounts of deductible and taxable
temporary differences to measure the deferred tax asset or liability. An exception is made for certain temporary
differences arising from the initial recognition of an asset or liability. No deferred tax asset or liability is recognised in
relation to these temporary differences if they arose in a transaction, other than a business combination, that at the
time of the transaction did not affect either accounting profit or taxable profit or loss.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable
that future taxable amounts will be available to utilise those temporary differences and losses.

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying amount and tax

base of investments in subsidiaries where the parent entity is able to control the timing of the reversal of the
temporary differences and it is probable that the differences will not reverse in the foreseeable future.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(ab)  Australian Accounting Standards issued but not yet effective

AASB 7 Financial Instruments: Disclosure

The Australian Accounting Standards Board (AASB) issued AASB 7 Financial Instruments: Disclosures in August
2005 for application to annual reporting periods beginning on or after 1 January 2007 with early adoption permitted for
annual reporting periods beginning on or after 1 January 2005. The Group has decided not to early adopt AASB 7 and
will adopt the standard when required.

On the adoption of AASB 7, the Group will be required to apply the disclosure requirements in relation to financial
instruments in accordance with AASB 7; however the presentation requirements of AASB 132 Financial Instruments:
Disclosure and Presentation will continue to apply. AASB 7 requires further balance sheet and income statement
disclosures about the Group's exposures to risk arising from financial instruments.

(ac) Financial Risk Management

The Groups’ activities expose it to a variety of financial risks: market risks (including currency risk, fair value interest
rate risk and commodity price risk), credit risk, liquidity risk and cash flow interest rate risk. The Group’s overall risk
management program focuses on the unpredictability of financial markets and seeks to minimise potential adverse
effects on the financial performance of the Group. The Group uses derivative financial instruments such as interest
rate swaps to hedge certain risk exposures. Areas of risk are:

0] Foreign exchange risk

P.T. Cibaliung Sumberdaya will receive its expected gold production revenues from the Cibaliung Project in
US Dollars and the majority of the Project’'s capital and operating expenditures will be denominated in US
dollars. However the Cibaliung Project does have some significant expenditures denominated in Indonesian
Rupiah (“IDR"). As such the Group has a material exposure to foreign exchange risk arising from fluctuations
in the USD/IDR exchange rates. The Group, in the management of its exchange rate exposures, utilises
currency derivatives to hedge significant future highly probable IDR capital and operating expenditures.

To minimise its foreign exchange risk to the IDR, the Group was required by the ANZ Banking Group Limited
to hedge its exposure on its expected IDR expenditures up to March 2008 at a flat forward rate. The Group
records these transactions as cash flow hedges.

(ii) Commodity price risk
The Group is exposed to commodity price risk. This arises from the sale of gold which is priced on, or
benchmarked to, the open market.

To minimise its commodity risk, the Group was required by the ANZ Banking Group Limited to hedge 185,014
ounces of its expected future gold production (approximately 70% of its estimated total gold production up to
December 2010). This estimated gold production is hedged at a flat forward rate of US$651.15 per ounce of
gold, out to December 2010.

The Group records these transactions as cash flow hedges.

(iii) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient assets to meet liabilities when they fall due.
Subject to the disclosure in note 2(ad) on going concern matters, the Group ensures that financial obligations
are met by maintaining sufficient reserves of cash and marketable securities to meet forecasted cash outlays.

(iv) Cash flow and fair value interest rate risk

The Group is exposed to interest rate risk arising from its borrowings from fluctuations in variable interest
rates. Borrowings issued at variable rates expose the Group to cash flow interest rate risk. Borrowings issued
at fixed rates expose the Group to fair value interest rate risk.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(ac) Financial Risk Management (continued)
(v) Cash flow and fair value interest rate risk (continued)
The Group currently manages a portion of its cash flow interest rate risk through the use of floating to fixed
interest rate swaps which have the economic effect of converting borrowings from floating rates to fixed rates.
Under the interest rate swaps, the Group agrees with hedge counterparties to exchange at specified intervals
(monthly) the difference between fixed contract rates and floating rate interest amounts calculated with
reference to the agreed notional borrowing amount.
In accordance with the conditions of the Project Facility Agreement at the inception of the debt facility the
ANZ Banking Limited Group required the Group to hedge 90% of the expected borrowings under the facility
provided in relation to the Cibaliung Project.
The Group records its interest rate swap as cash flow hedges.

(ad) Going Concern

The financial report is prepared on a going concern basis, which assumes that the Company will be able to source the

additional funding required to complete the capital works and mine development of Cibaliung Gold Project (the

“Project”) to enable it to commence gold production.

The Company has estimated that in order to be able to complete the Project and commence gold production that it
will need to source at least an additional US$25 million in funds from equity, convertible notes or borrowings.

In order for the Company to have sufficient available cash facilities to continue to trade whilst these fund raising
activities are underway the Company has:

0] drawn down US$5m from the Bridging Loan Facility;

(i) sold 17,000,000 shares in Castlemaine Goldfields Limited at a price of 19 cents per share to
raise A$3.2 million before costs;

(i) resolved to put all major works for the Project on hold until funding arrangements are
finalised;

(iv) entered into an agreement with non-binding indicative terms and conditions in respect of a
US$20 million Convertible Note Facility as detailed below; and

v) raised equity funds of A$5.16 million as detailed below.

The Company has been working to finalise arrangements for additional funding to allow completion of this
development phase of the Project. The Australian and New Zealand Banking Group Limited (“ANZ") has provided an
offer for an additional debt facility of US$5 million. There are a number of pre-conditions associated with this facility
including a requirement to restructure the existing hedging arrangements.

On 5 March the Company announced that it had agreed non-binding indicative terms and conditions in respect of a
Convertible Note facility to raise US$20 million (with provision for oversubscriptions up to a further US$5 million).
Funds raised from this facility will be predominantly applied to the Cibaliung Project.

South East Asian Strategic Assets Fund (“SEASAF") and its advisor CIMB-Standard Strategic Advisors Pte Ltd of
Singapore will arrange the Facility in co-operation with Austock Corporate Finance Limited (“Austock”).

It is anticipated that SEASAF will participate for US$10 million of the Convertible Note facility. It is further
contemplated that participants in a US$5 million bridging facility arranged in December 2006 will roll into the
Convertible Note facility. Austock will arrange the US$5 million balance of the facility. Oversubscriptions will be jointly
managed by SEASAF and Austock.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(ad) Going Concern (continued)

Drawdown on the Convertible Note facility is subject to the successful finalisation of formal documentation and the
satisfaction of a number of conditions precedent, including, shareholder approval and the preparation of a new
engineering/mining plan covering the decline development, steps to be taken to the start of ore extraction and
methodology required to ramp-up to full production. It is anticipated that shareholder approval will be sought at the
Company’'s Annual General Meeting. The Convertible Notes will have a five year term and be convertible (at the
option of the holder) at any time, at an issue price of US$0.01709 per share. Work continues on the satisfaction of
these conditions precedent.

On 9 March 2007, the Company raised a further A$5.16 million through a placement of 344.0 million shares at 1.5
cents per share. Tranche 1 comprising of 193.1 million shares raising A$2.9 million and was received during March
2007 with a further A$2.26 million expected to be received in April from Tranche 2 comprising 150.9 million shares at
1.5 cents per share. Tranche 2 is subject to Shareholder approval.

Additionally, in January 2007 the Company appointed Gryphon Partners to explore a range of corporate alternatives to
assist with the timely completion of the Cibaliung Project. These alternatives include discussions with other parties at a
corporate and project level. These discussions have not to date resulted in a proposal that the Company could put to
shareholders.

The ability of both the Company and the Group to continue as a going concern during 2007 and to complete the
development of the Project to be able to eventually generate gold production revenue is fully dependent on the above
equity, convertible note and ANZ funding arrangements being able to be completed in a sufficiently timely manner.
Although the Group has heavily cut-back expenditures, the Group continues to incur certain monthly fixed costs,
salary costs, and financing costs, which places constraints upon the period of time that the Company has to complete
such fund raising activities.

At the date of this report, in the Directors’ opinion there are reasonable grounds to expect that the Company’s fund
raising activities will be successful, and that both the Company and Group will be able to continue as a going concern.
However if these efforts are unsuccessful, both the Company and Group would be unlikely to be able to continue as a
going concern.

No adjustments have been made relating to the recoverability and classification of recorded asset amounts and

classification of liabilities that might be necessary should both the Company and Group not continue as a going
concern.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(ae) Critical Accounting Estimates and Assumptions

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the actual related results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are as
follows:

0] Fair value of derivative financial instruments

The Group assesses the fair value of its gold hedges, Indonesian Rupiah currency hedges and interest rate
swaps in accordance with the Group accounting policy. Fair values have been determined based on well
established pricing models and market conditions existing at balance date. These calculations require the use of
estimates and assumptions. Changes in assumptions concerning interest rates, gold prices, and Indonesian
Rupiah exchange rates and volatilities in these rates could have a significant impact on the fair values attributed
to these financial instruments.

When these assumptions change in the future, such differences will impact asset and liability carrying values as
well as amounts recognised in the income statement in the period in which they change or become known.

(ii) Gold reserve estimates

The estimated quantities of economically recoverable reserves are based upon interpretations of geological and
geophysical models and require assumptions to be made requiring factors such as estimates of future operating
performance, future capital requirements, of short and long term commodity prices, and short and long term
exchange rates. Changes in reported reserves estimates can impact the carrying value of capitalised project
development expenditures.

(i) Exploration and evaluation expenditure

The Group’s accounting policy for exploration and evaluation expenditures results in certain items being
capitalised for an area of interest where its is considered likely to be recoverable by future exploitation or sale or
where the activities have not reached a stage which permits a reasonable assessment for the existence of
reserves. The policy requires management to make certain estimates and assumptions as to future events and
circumstances, in particular whether an economically viable mining operation can be established. As such
estimates and assumptions may change as new information becomes available. If, after having capitalised the
expenditure under the policy, a judgment is made that recovery of the expenditure is unlikely, the relevant
capitalised amount will be written off to the income statement.
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3(a)(i)

3(a)(ii)

Austindo Resources Corporation N.L. and its Controlled Entities

A.B.N. 48 002 678 640

Notes to the consolidated financial statements

For the Year Ended 31 December 2006

REVENUE AND EXPENSES

Consolidated

Austindo Resources
Corporation N.L

31.12.06 31.12.05 31.12.06 31.12.05
$ $ $ $
Revenue
Revenue from continuing activities
Sundry income 1,964 6,426 - -
Proceeds received from sale of Castlemaine
Goldfields Limited share rights - 405,900 - 405,900
1,964 412,326 - 405,900
Revenue from interest earned or accrued
Interest received or receivable from other persons 455,245 340,861 455,245 340,861
Interest income on related party loans discounted
to fair value - - 1,912,452 721,093

The parent entity recorded interest revenue of $1,912,452. At a consolidated level these entries are eliminated.

3(b)

3(c)

Employee benefits expense

Wages and salaries 1,184,225 718,210 439,750 341,083

Superannuation & pension plan contributions 56,542 37,665 56,542 37,665

Increase (decrease) in liability for annual leave (31,159) 21,283 (31,159) 21,283

Increase in liability for long service leave 238 - 238 -

Equity settled transactions 104,823 124,879 104,823 124,879
1,314,669 902,037 570,194 524,910

Auditors’ remuneration

Audit services

Auditors of the Company

W E Beauman, G H Cowling and R A Catterall

Audit fees paid to the auditor and related parties 57,644 36,930 57,644 36,930

of the auditor for the audit or review of the

financial statements of the parent entity

Overseas Deloitte Firms

Audit and review of the financial statements of

controlled entities. 71,297 42,072 - -

128,941 79,002 57,644 36,930
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For the Year Ended 31 December 2006

REVENUE AND EXPENSES (CONTINUED)

Consolidated

Austindo Resources
Corporation N.L

31.12.06 31.12.05 31.12.06 31.12.05
$ $ $ $
Financing costs
Convertible note fees paid - 160,000 - 160,000
Interest paid or payable: - 26,726 - 26,726
- Other persons 1,604 43,380 1,604 43,380
- Other persons - convertible notes 400,000 - 400,000 -
Interest expense to related party loan discounted to
fair value - - - 24,628
401,604 230,106 401,604 254,734

In accordance with AASB 139, the Group is required to recognise any financial asset and/or liability issued to related
parties, or otherwise, at its fair value, using the effective interest rate method. The effective interest rate method
calculates the cash consideration at present value and determines how much interest income and/or expense is to be
reported in each period. Details relating to the effective interest rate method are set out in Note 2(j).

3(e)

Unrealised foreign exchange gain (loss)

Unrealised foreign exchange (gain) loss 485
Less amounts capitalised to mining tenements -

(2,313) 2,367,778 (639,705)
4,949 - -
485 2,636 2,367,778 (639,705)
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3 REVENUE AND EXPENSES (CONTINUED)
Consolidated Austindo Resources
Corporation N.L

31.12.06 31.12.05 31.12.06 31.12.05
$ $ $ $
3(f) Other expenses
Office and occupancy costs 187,421 32,099 68,227 32,099
Provision for doubtful debts in P.T. Indonusa
Mining Services - - 536,225 -
Diminution in value of investment in P.T. Indonusa
Mining Services - - 236,771 -
187,421 32,099 841,223 32,099
3(g) Significant items
Loss to the Austindo Group on deconsolidation of - 516,082 - -
Castlemaine Goldfields Limited (“CGT")
Changes in associate ownership interests in CGT - (1,626,932) - -
Austindo's share of CGT losses for the period 34,952 269,471 - -

During April 2006, Mr. John Carlile ceased to be a Director of Castlemaine Goldfields Limited. As of this date,
Austindo Resources Corporation N.L. could no longer exercise a significant influence over the direction of
Castlemaine Goldfields Limited and, as such, ceased to account for its investment in Castlemaine Goldfields Limited
using the equity method. Details relating to the equity method previously adopted for this investment are set out in
Note 12.

3(h) Cash flow hedges

Cash flow hedges deemed ineffective (11,463,539) - - -

For the Cibaliung Gold Project, with the delay in the development of the decline and the requirement to develop a
revised mining plan, the original forecasted gold production schedule and expected Indonesian Rupiah expenditures
can no longer be regarded as highly probable.

On this basis these hedges can no longer be regarded as being effective in accordance with the requirements of

AASB139 Financial Instruments: Recognition and Measurement, and as such the fair value losses on these hedges
as at balance date have been charged to the income statement.
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4. EARNINGS/(LOSS) PER SHARE

The calculation of basic earnings/(loss) per share (cents per share) as at 31 December 2006 was based on the
earnings/(loss) attributable to ordinary shareholders of ($13,389,227) (2005: ($540,903) and a weighted average
number of ordinary shares outstanding during the financial year ended 31 December 2006 of 1,239,353,747 (2005:
793,052,431) calculated as follows:

Consolidated

31.12.06 31.12.05
$ $

Net earnings/(loss) (13,389,227) (540,903)
Earnings/(loss) used in the calculation of basic and dilutive earnings/(loss)

per share (13,389,227) (540,903)
Weighted average number of shares outstanding during the year 1,239,353,747 793,052,431
Weighted average number of options outstanding during the year, which are

considered dilutive - 20,098,630
Weighted average number of convertible notes outstanding during the year,

which are considered dilutive - 6,940,639
Weighted average number of ordinary shares outstanding during the year

used in the calculation of dilutive earnings/(loss) per share 1,239,353,747 820,091,700
Basic earnings/(loss) per share (cents per share) (1.08) (0.07)
Diluted earnings/(loss) per share (cents per share) (1.08) (0.07)

Information Concerning the Classification of Securities

a) Options

The options granted to employees and contractors under the Company Employee and Contractor Option Plan are not
included in the calculation of diluted earnings per share because they are antidilutive for the year ended 31 December
2006. These options could potentially dilute basic earnings per share in the future. Details relating to the options are
set out in Notes 21(b) and (d).

b) Convertible Notes

The convertible notes are not included in the calculation of diluted earnings per share because they are antidilutive for

the year ended 31 December 2006. These notes could potentially dilute basic earnings per share in the future.
Detalils relating to the convertible notes are set out in Notes 20 and 21(c).
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Consolidated Austindo Resources
Corporation N.L.

31.12.06 31.12.05 31.12.06 31.12.05
$ $ $ $
5. INCOME TAX EXPENSE

Numerical reconciliation of income tax expense
to prima facie tax payable:
Accounting Profit/(loss) from continuing
operations before income tax benefit (14,213,329) (540,903) (2,873,330) 392,825
Income tax expense/(benefit) at the statutory
rate of 30% (2005-30%) (4,263,999) (162,271) (861,999) 117,848
Tax effect of amounts which are not deductible
(taxable) in calculating taxable income:
Expenditure not allowed for tax 1,313 1,536 1,313 1,536
Non-assessable interest income-related party - - (573,736) (216,328)
Non-deductible interest expense-related party - - - 7,388
Non-deductible investment diminution and
doubtful debts expense-related party -
Non-deductible unrealised cash flow hedge loss 3,450,861 -
Deconsolidation of entity - 154,825 - -
Changes in associate ownership interest - (488,079) - -
Share of net loss of associate 10,486 80,841 -

(801,339) (413,148) (1,202,523) (89,556)

- 231,899 -

Less tax losses not recognized and carried

forward 801,339 413,148 1,202,523 89,556

Tax benefit on investment revaluation (824,102) - (1,236,391) -

Income tax benefit (824,102) - (1,236,391) -

Income tax benefit comprises:

Current tax benefit (824,102) - (1,236,391) -
(824,102) - (1,236,391) -

The estimated carried forward tax losses and timing differences of the parent entity are $72,223,136 (31.12.2005:
$71,408,495) representing a potential future income tax benefit of $21,666,941 at 30% (31.12.2005: $21,422,549),
subject to the provisions of the Income Tax Assessment Act (1936) and the Income Tax Assessment Act (1997)
determining the ability to utilise carry forward losses.

Included in the above losses are losses of a capital nature amounting to $53,686,128 (31.12.2005: $53,686,128)
representing a potential future income tax benefit of $16,105,834 at 30% (31.12. 2005: $16,105,834), subject to the
provisions of the Income Tax Assessment Act (1936) and the Income Tax Assessment Act (1997) determining the
ability to utilise carry forward losses.

Capital losses can only be offset against capital gains and are therefore not available to reduce future income of a
revenue nature.

The investment in Castlemaine Goldfields Limited held at balance date (17 million shares were subsequently sold in
March 2007) is now measured at fair value with a credit to reflect the fair value adjustment being made to the
revaluation reserve account. The tax-affect of this revaluation created a deferred tax liability which the Company has
offset with available capital tax losses previously unbooked. The recognition of this previously unbooked capital tax
loss created a tax benefit of $1,236,391, for the parent entity, in the income statement due to the fact the investment
in Castlemaine Goldfields Ltd was reflected at cost in the parent’'s accounts. At a consolidated level, the investment in
Castlemaine Goldfields was valued using the equity method, which reflected a higher cost base at a Group level,
therefore reducing the Group’s tax benefit down to $824,102.
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5. INCOME TAX EXPENSE (continued)

The estimated carried forward tax losses and timing differences of the Group including the capital losses is
$72,245,899 representing a potential future income tax benefit of $21,673,770 at 30%. These benefits will only be
obtained if:

(a) The Group derives further assessable income of a nature and an amount sufficient to enable the benefit from the
deductions for the loss to be realised;

(b) The Group continues to comply with the conditions for deductibility imposed by law;

(c) No changes in tax legislation adversely affect the Group in realising the benefit from the deduction for the losses.

With further significant mining and development expenditure to be incurred during 2007, it is unlikely the Group will be
required to pay income tax during the 2007 financial year.

Austindo Resources
Corporation N.L.

Consolidated

31.12.06 31.12.05 31.12.06 31.12.05
$ $ $ $
6. CASH AND CASH EQUIVALENTS
Cash at bank and in hand 6,014,147 7,999,679 942,431 7,562,230
Short term deposits 3,500,000 5,431,827 3,500,000 5,431,827
Cash and cash equivalents in statement of
cash flows 9,514,147 13,431,506 4,442,431 12,994,057
7(a) CURRENT RECEIVABLES
Unsecured amounts receivable from
Controlled entities - - 1,286,877 3,635,886
Other debtors 100 91,270 100 88,865
Goods and services tax (GST) recoverable
and other consumption taxes - - 33,657 47,121
Interest receivable from non related parties 7,303 4,092 7,303 4,092
7,403 95,362 1,327,937 3,775,964
7(b) NON-CURRENT RECEIVABLES
Unsecured amounts received from
Loans to controlled entities - - 31,019,372 12,414,481
Less provision for doubtful debts - - (536,225) -
- - 30,483,147 12,414,481
Other debtors 101,896 106,247 101,896 93,483
101,896 106,247 30,585,043 12,507,964

During the current financial year a provision for doubtful debts for $536,225 was raised by the parent entity in relation
to an impairment loss on a receivable amount owing by P.T. Indonusa Mining Services.

8. OTHER CURRENT ASSETS
Prepayments 489,266 76,592 31,171 24,293
Security deposits 294,354 247,217 261,674 247,217
Monies held in trust 66,175 66,216 66,175 66,216
849,795 390,025 359,020 337,726
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9. DERIVATIVE ASSETS AND LIABILITIES

In April 2006, P.T. Cibaliung Sumberdaya entered into various derivative contracts with the ANZ Banking Group
Limited as a means of managing its exposure to commodity prices, foreign currency and interest rate risk.

As at 31 December 2006, derivative assets and liabilities of the Group are as follows:

2006
Assets Liabilities
$ $
Gold flat forward contracts 12,897 11,014,195
Forward foreign exchange contracts 45,163 15,572
58,060 11,029,767

Total net ineffective gold flat forward contract and forward
foreign exchange contract derivatives of US$8,681,911 at year 10,971,706
end balance sheet rate 0.7913

Total net ineffective gold flat forward contract and forward

foreign exchange contract derivatives of US$8,681,911,

calculated at the average rate of 0.7574 and taken directly to the 11,463,539
income statement

Interest rate swap contracts - 162,613
Total net ineffective interest rate swap contract derivatives 162,613
capitalised

Current 58,060 508,786
Non-current - 10,683,594
Total ineffective derivatives capitalised 58,060 11,192,380

As at 31 December 2006, the fair value of the ineffective portion of the cash flow hedges, taken to the income
statement was $11,463,539. This amount represents the ineffective derivative amount of USD$8,681,911, calculated
at the average year USD/AUD rate of 0.7574. The balance sheet amount of $10,971,706 was calculated using the
ineffective derivative amount of USD$8,681,911 at the year-end USD/AUD rate of 0.7913. The total interest rate
swaps loss of $162,613, which also proved to be ineffective, was capitalised to the Cibaliung Project development
costs.

Gold forward contracts
P.T. Cibaliung Sumberdaya uses gold flat forward contracts to manage its exposure to price movements in its
expected gold production. At balance date the hedged production amount is equivalent to 185,014 ounces of gold,
which represents around 70% of the gold originally estimated to be produced up until 31 December 2010. Under this
forward contract, the Company is expected to sell the gold to the ANZ Banking Group Limited at a flat forward rate of
US$651.15 per ounce.

As at 31 December 2006 the fair value of the gold flat forward contracts is estimated to be a loss of $11,001,298, and
as the cash flow hedge proved to be ineffective, due to the delay in the expected first gold pour and the requirement
for a revised mining plan, these losses have been charged to the income statement.

Interest rate swap contracts

P.T. Cibaliung Sumberdaya uses interest rate swaps to manage its exposure to interest rate movements on its loan
payable to the ANZ Banking Group Limited by swapping a portion of this borrowing from a floating to a fixed rate. The
contracted notional value is equivalent to the forecasted balance of the loan during designated periods and has a
fixed interest rate of 5.43% per annum and floating interest receipts at USD-LIBOR-BBA for periods up to March 31
2010.

As at 31 December 2006 the net fair value of the swap liability is estimated to be a loss of $162,613. As these swaps
have not satisfied the effectiveness testing as required by AASB 139 Financial Instruments: Recognition and
Measurement, due to the Cibaliung Project drawing down funds under the Project Facility at a slower rate than initially
anticipated and hedged, these losses have been capitalised to the Cibaliung Project development costs.

Forward foreign exchange contracts

P.T Cibaliung Sumberdaya, in the management of its exchange rate exposures, utilises currency derivatives to hedge
significant future highly probable capital and operating expenditures which are denominated in Indonesian Rupiah. As
at 31 December 2006 the net fair value of the foreign exchange forward contracts is estimated to be a gain of
$29,591, and as it is an ineffective cash flow hedge, due to the delay in the expected first gold pour and the
requirement for a revised mining plan, these gains have been charged to the income statement.
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Consolidated Austindo Resources
Corporation N.L.

31.12.06 31.12.05 31.12.06 31.12.05
$ $ $ $
10. INVESTMENTS
Investment in controlled entities
P.T. Cibaliung Sumberdaya — at fair value - - 8,774,333 7,199,541
P.T. Indonusa Mining Services — at fair value - - 236,771 147,149
Less provision for diminution -P.T. Indonusa
Mining Services - - (236,771) -
- - 8,774,333 7,346,690
Investment in associate entities
Castlemaine Goldfields Limited - - - 378,697
- - 8,774,333 7,725,387

Impairment loss on controlled entity investment

An impairment loss amounting to $236,771 in respect to P.T. Indonusa Mining Services was recognised by the parent
company during the current financial year. The issue of impairment was considered due to the fact that P.T. Indonusa

Mining Services had negative net assets as at 31 December 2006.

Investment in associate entities

During the financial year Austindo Resources Corporation N.L. ceased to account for its investment in Castlemaine
Goldfields Limited using the equity method. The investment in Castlemaine Goldfields Limited is now accounted for as

an Available for Sale Financial Asset. Refer to Note 11 and Note 12 for further details.
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Consolidated Austindo Resources
Corporation N.L.

31.12.06 31.12.05 31.12.06 31.12.05

$ $ $ $
11. AVAILABLE FOR SALE FINANCIAL -
ASSETS
Investment in Castlemaine Goldfields
Limited 4,500,000 - 4,500,000 -
4,500,000 - 4,500,000 -

At balance date the investment in Castlemaine Goldfields Limited has been classified as an Available for Sale
Financial Asset, as it was considered that the Company was likely to sell its investment in Castlemaine Goldfields
Limited during the course of 2007. Subsequently during March 2007 17 million shares were sold.

12. INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOD

Investment in Castlemaine Goldfields
Limited - 1,787,944 - -

- 1,787,944 - -

Castlemaine Goldfields Limited

During April 2006, Mr. John Carlile ceased to be a Director of Castlemaine Goldfields Limited. As of this date,
Austindo Resources Corporation N.L. could no longer exercise a significant influence over the direction of
Castlemaine Goldfields Limited and, as such, ceased to account for its investment in Castlemaine Goldfields Limited
using the equity method.

The share of net losses of $34,952 in the income statement reflects the Group’s share of Castlemaine Goldfields
Limited’'s net losses for the first quarter of 2006, which is the period during which the Group exerted significant
influence.

The investment in Castlemaine Goldfields Limited is now measured at fair value, with an entry, net of tax, credited to
the revaluation reserve. The tax-affecting of this revaluation created a deferred tax liability which the Company has
offset with available capital tax losses previously unbooked. The recognition of this previously unbooked capital tax
loss created a tax benefit of $1,236,391 for the Company in the income statement.

As at the 31 December 2006, the Company owned 20,000,000 shares at a quoted bid price of 22.5 cents per share.
The fair value of the investment, in Castlemaine Goldfields Limited, as at the 31 December 2006, was $4,500,000.

The Company’s shareholding in Castlemaine Goldfields Limited was escrowed until 3 March 2007, and 17 million
shares have subsequently been sold since this date.
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OFFICE FURNITURE, EQUIPMENT

AND MOTOR VEHICLES

(a) Office furniture and equipment

Gross carrying amount
Opening balance

Additions

Net foreign exchange differences
Closing balance

Accumulated depreciation
Opening balance

Depreciation expense
Depreciation capitalised

Net foreign exchange differences
Closing balance

Net office furniture and equipment

(b) Motor vehicles

Gross carrying amount
Opening balance

Additions

Net foreign exchange differences
Closing balance

Accumulated depreciation
Opening balance

Depreciation expense
Depreciation capitalised

Net foreign exchange differences
Closing balance

Net motor vehicles

Consolidated

Austindo Resources
Corporation N.L.

Total office furniture, equipment and motor

vehicles

31.12.06 31.12.05 31.12.06  31.12.05
$ $ $ $
400,137 137,599 59,680 47,703
1,100,535 256,988 4,368 11,977
(16,458) 5,550 - -
1,484,214 400,137 64,048 59,680
(100,554) (69,296) (20,352) (7,024)
(58,451) (14,891) (11,660) (13,328)
(112,667) (12,024) - -
7,319 (4,343) - -
(264,353)  (100,554) (32,012) (20,352)
1,219,861 299,583 32,036 39,328
127,642 31,080 - -
230,205 94,644 ; ]
(9,291) 1,918 ; ]
348,556 127,642 - -
(41,701) (30,430) - -
(10,107) (2,760) - -
(37,660) (6,300) - -
3,035 (2,211) - -
(86,433) (41,701) - -
262,123 85,941 - -
1,481,984 385,524 32,036 39,328
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(a) EXPLORATION AND EVALUATION
EXPENDITURE

Carrying amount

Opening balance

Additions

Depreciation capitalised

Transfers to mine development
Deconsolidation of entity

Net foreign exchange differences

Total exploration and evaluation expenditure

(b) CIBALIUNG PROJECT-
PLANT AND EQUIPMENT AND
CONSTRUCTION IN PROGRESS

Gross carrying amount

Opening balance

Additions

Construction in progress

Transfers from exploration expenditure

Net foreign exchange differences

Net plant and equipment and construction in
progress

Consolidated

Austindo Resources
Corporation N.L.

31.12.06 31.12.05  31.12.06  31.12.05
$ $ $ $
15,396,740 14,038,227 - -
964,696 2,564,453 - -
- 24,209 - -
- (254,369) - -
- (1,005,728) - -
(1,120,753) 29,948 - -
15,240,683 15,396,740 - -
8,984,296 298,573 - -
17,744,123 5,477,105 - -
30,685,610 2,953,478 - -
- 254,369 - -
(635,528) 771 - -
56,778,501 8,984,296 - -

Until the commencement of gold production, P.T. Cibaliung Sumberdaya’s borrowing costs are fully capitalised.
Capitalised borrowing costs for the financial year were $1,827,215.
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Consolidated Austindo Resources
Corporation N.L

31.12.06  31.12.05 31.12.06 31.12.05

$ $ $ $
15. TRADE AND OTHER PAYABLES
Trade payables and accrued expenses 6,828,818 2,602,461 125,280 247,176
Goods and services tax (GST) and other consumption
taxes payable 226,943 90,070 - -
Payable to related party - 4,606 - -
Interest payable on convertible notes 100,822 42,740 100,822 42,740

7,156,583 2,739,877 226,102 289,916

16. PROVISIONS
Current liabilities

Employee entitlements 14,213 45,134 14,213 45,134
14,213 45,134 14,213 45,134
Non-current liabilities
Site restoration 166,814 - - -
Post employment benefits 321,914 141,018 - -
Liguidation expenses 568,108 612,708 - -
1,056,836 753,726 - -
Current and non-current provisions 1,071,049 798,860 - -

Site Restoration provision
A provision of $166,814 was raised during the financial year ended 31 December 2006 in respect of the consolidated
entity’s obligation to provide funding for the restoration of Cibaliung Project site at the end of the Project.

Post employment cost provision

The company provides post-employment benefits for its employees in Indonesia in accordance with Indonesian Labor
Law NO 13/2003. The number of employees entitled to the benefits was 133 in 2006 and 31 in 2005. An additional
provision amount of $180,896 was raised during the financial year ended 31 December 2006.

Liguidation provisions
A provision was raised in 2002 in respect to the liquidation of P.T. Eastara Melawi Mineral. No liquidation costs were
incurred during the year ended 31 December 2006.

Employee leave provisions

A provision of $61,632 was raised during the financial year ended 31 December 2006 in respect of the consolidated
entity’'s employees’ annual and long service leave obligations. During the financial year an amount of $92,553 was
paid to employees from this provision.
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PROVISIONS (continued)

Provisions itemised Site Post Liquidation Employee Total
Restoration employment expenses leave
. benefits provisions
Consolidated $ $ $ $ $
Balance 1 January 2006 - 141,018 612,708 45,134 798,860
Provisions raised during the year 166,814 180,896 - 61,632 409,342
Provisions used during the year - - - (92,553) (92,553)
Gains(loss) on translation - - (44,600) - (44,600)
Balance 31 December 2006 166,814 321,914 568,108 14,213 1,071,049
Current provisions - - - 14,213 14,213
Non-current provisions 166,814 321,914 568,108 - 1,056,836
Consolidated Austindo Resources

Corporation N.L

31.12.06 31.12.05 31.12.06 31.12.05
$ $ $ $
OTHER CURRENT LIABILITIES
Amounts payable to other persons 66,077 66,216 66,077 66,216
66,077 66,216 66,077 66,216
NON-CURRENT PAYABLES
Amounts payable to other persons 1,882,672 414,321 - -

1,882,672 414,321 -

INTEREST BEARING LIABILITIES (CURRENT)

Amounts payable to ANZ Banking Group Limited -
Secured 3,987,110 - -

3,987,110 - -
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INTEREST BEARING LIABILITIES
(NON-CURRENT)

Convertible notes
Amounts payable to ANZ Banking Group
Limited - Secured

Consolidated

Austindo
Resources
Corporation N.L

31.12.06 31.12.05 31.12.06 31.12.05
$ $ $ $
4,000,000 4,000,000 4,000,000 4,000,000
28,870,213 - - -
32,870,213 4,000,000 4,000,000 4,000,000

ANZ Banking Group Limited-Secured Loan
On 1 December 2005, the Group entered into the Cibaliung Gold Project Facility Agreement (“the Project Facility”)
with the Australian and New Zealand Banking Group Limited (“ANZ"). This Project Facility included a loan of US$26
million to fund the project costs.

As at 31 December 2006, the Group had fully drawn the maximum amount of the term facility of US$26 million. Refer
to Note 34 for further details.

Convertible notes
During November 2005, the parent entity issued 4,000,000 convertible notes at $1.00 per note. An interest rate of
10% per annum is charged. The notes are convertible into ordinary shares in the capital of the parent entity at a
subscription price of $0.06 per share (66,666,667 share options) up to and including 30 November 2008 at which time
all notes not converted are redeemable for cash. The notes are unsecured.

21.

CONTRIBUTED EQUITY

1,300,923,710 ordinary shares fully paid
(31.12.05: 1,082,738,890)

(@) Ordinary shares

At the beginning of the year

Shares issued during the year
84,340,000 on 22 June 2005 @ 3.6¢

363,553,473 on 28 July 2005 @ 3.6¢
72,545,750 on 28 July 2005 @ 3.6¢
59,000,840 on 20 April 2006 @ 5.5c

159,183,980 on 23 May 2006 @ 5.5¢

Transaction costs relating to share issues

**Deconsolidation of controlled entity

Fully paid ordinary shares

At the beginning of the year
Shares issued during the year
22 June 2005

28 July 2005

28 July 2005

20 April 2006

23 May 2006

75,316,707 63,934,259 75,316,707 63,934,259
63,934,259 46,114,226 63,934,259 45,697,525
- 3,036,240 - 3,036,240
- 13,087,925 - 13,087,925
- 2,611,647 - 2,611,647
3,245,046 - 3,245,046 -
8,755,119 - 8,755,119 -
(617,717) (499,078) (617,717) (499,078)
- (416,701) - -
75,316,707 63,934,259 75,316,707 63,934,259
No. No. No. No.
1,082,738,890 562,299,667 1,082,738,890 562,299,667
- 84,340,000 - 84,340,000
- 363,553,473 - 363,553,473
- 72,545,750 - 72,545,750
59,000,840 - 59,000,840 -
159,183,980 159,183,980

1,300,923,710

1,082,738,890

1,300,923,710

1,082,738,890
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21. CONTRIBUTED EQUITY (Continued)

On 13 April 2006 Austindo Resources Corporation NL announced a placement of 218 million ordinary fully paid
shares in the Company at 5.5 cents per share to raise $12 million (“Placement”) for the development of the Cibaliung
Gold Project and the Company’s exploration activities in Indonesia. On 20 April 2006 the Company completed
Tranche 1 of the Placement, raising $3,245,046. Tranche 1 was comprised of 59.0 million shares.

Following the Annual General Meeting on 23 May 2006, the Company completed Tranche 2 of the Placement
comprising 159.2 million shares and raising $8,755,119.

(b) Movements in options to take up ordinary shares in the capital of the parent entity during the year are as

follows:
Aggregate
No. of subscription
No. of options potential price at 31
outstanding Exercise ordinary December
Opening balance  No. of options  No. of options 31 December price shares 2006
1 January 2006 issued lapsed 2006 $ outstanding $
28,000,000 2,000,000 (19,000,000) 11,000,000 0.07 11,000,000 770,000

No options were exercised during the year. There are 5.5 million options that are currently exercisable as at 31
December 2006 as detailed below.

(i) Based on a Directors’ Resolution on 4 April 2001, the parent entity granted options over 4,500,000 shares to
employees/officers/contractors at an exercise price of 7.0 cents. These options have lapsed due to the grantees
ceasing to be eligible participants.

(i)  Based on shareholder approval granted at the Annual General Meeting held on 22 May 2001, the parent entity
has granted and issued options over 4,000,000 shares to the Directors at an exercise price of 7.0 cents. These
options have lapsed either due to the grantees ceasing to be eligible participants or the options not being
exercised.

(i) Based on a Directors’ Resolution on 22 October 2002, the parent entity granted options over 3,000,000 shares
to employees/officers/contractors at an exercise price of 7.0 cents. These options have an expiry date of 22
October 2007. These options have lapsed either due to the grantees ceasing to be eligible participants or the
options not being exercised.

(iv) Based on shareholder approval granted at the Annual General Meeting held on 26 May 2003, the parent entity
has granted and issued options over 4,000,000 shares at an exercise price of 7.0 cents. These options have
lapsed due to the grantees ceasing to be eligible participants.

(v) Based on a Directors’ Resolution on 10 December 2004, the parent entity granted options over 2,000,000
shares to a contractor at an exercise price of 7.0 cents. These options have lapsed due to the grantee ceasing
to be an eligible participant.

(vi) Based on a Directors’ Resolution on 25 July 2005, the parent entity granted options over 14,000,000 shares to
employees/officers/contractors at an exercise price of 7.0 cents. The options have an expiry date of 31 July
2010. 5,000,000 options lapsed due to the grantees ceasing to be eligible participants. 4,500,000 of the un-
lapsed options are now exercisable.

(vii) Based on a shareholder approval at the Annual General Meeting on 23 May 2006, the parent entity granted

options over 2,000,000 shares to Mr. Bruce Watson at an exercise price of 7.0 cents. The options have an
expiry date of 31 July 2010. 1,000,000 of these options are now exercisable.
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21. CONTRIBUTED EQUITY (Continued)

(c) Movement in notes convertible to ordinary shares in the capital of the parent entity are as follows:

Details No. of Conversion No. of Balance
convertible price potential $
notes $ ordinary
shares
Opening balance 4,000,000 0.060 66,666,667 4,000,000

Repayment of borrowing - - -
Issue of convertible note - - R
Closing balance 4,000,000 66,666,667 4,000,000

The total number of potential ordinary shares outstanding in the capital of the parent entity at 31 December 2006, in
respect of options and convertible notes, is 77,666,667 (2005: 94,666,667) ordinary shares.

(d) Options held under the Company Employee and Contractors Option Plan:

As at 31 December 2006 the following Directors and officers of the economic entity held directly or beneficially options
in the parent entity under the Company Employee and Contractors Option Plan.

Mr. Andrew Cooke 2,000,000 Options
Mr. Angelo Wisnu 2,000,000 Options
Mr. Bruce Watson 2,000,000 Options
Mr. Sinambela Djundjungan 3,000,000 Options
Mr. Sucipto Marijan 2,000,000 Options

The eligible participants in the Company’s Employee and Contractors Option Plan are:

0] A person who is a Director, alternate Director or Company Secretary of the Company or any entity in the Group;

(i) A permanent or part-time employee of the Company or Group;

(i) A person who is in an independent contractor relationship with the Company or Group and provides goods or
services to the Company or Group;

(iv) A full time or permanent part-time, employee of a person under (iii); and

(v)  Atrust or entity either controlled by or associated with the persons referred to in (i) and (ii) above.

Each option entitles the option holder to one ordinary share of the Company at an exercise price of 7.0 cents per

share, exercisable at any time from the date of a vesting where applicable. None of the above mentioned options
were exercised during the financial year.
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Consolidated Austindo Resources
Corporation N.L

31.12.06 31.12.05 31.12.06 31.12.05

$ $ $ $
OUTSIDE EQUITY INTERESTS IN
CONTROLLED ENTITIES
Outside Equity Interest comprises:
P.T. Cibaliung Sumberdaya
Contributed capital opening balance 339,970 339,970 - -
Contributed capital in 2006 35,205 - - -
Accumulated losses (1,529,557) - -

(1,154,382) 339,970 - -

RESERVES

Foreign currency translation reserve
The foreign currency translation reserve records exchange differences arising on translation of foreign
controlled entities.

Balance at the beginning of financial year 290,280 - - -
Translation of foreign operations during the -

year (2,308,138) 290,280 -
Balance at end of the financial year (2,017,858) 290,280 - -

Asset revaluation reserve
The asset revaluation reserve records the valuation differences relating to investments measured at fair
value.

Balance at the beginning of financial year - -
Asset revalued during the financial year 1,974,688 - 2,884,916 -

Balance at end of the financial year 1,974,688 - 2,884,916 -

Options reserve
The options reserve relates to the cumulative balance of share options granted to directors, employees
and contractors.

Balance at the beginning of financial year 186,803 63,042 135,018 10,139
Options expensed 149,489 124,879 149,489 124,879
Options lapsed-current year (44,666) - (44,666) -
Options lapsed-prior period taken directly to

retained earnings/accumulated losses (75,279) - (75,279) -
Share of associate option reserve (51,785) 51,785 - -
Options relinquished on deconsolidation of a

controlled entity - (52,903) - -
Balance at end of the financial year 164,562 186,803 164,562 135,018
Total Reserves 121,392 477,083 3,049,478 135,018
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23. RESERVES (Continued)

Foreign currency translation reserve

The foreign currency 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 currency of
the reporting entity.

Asset revaluation reserve

The revaluation reserve relates to an investment measured at fair value in accordance with applicable Australian
Accounting Standards. Where an asset is reclassified as an investment asset, the cumulative change in its fair value,
at the date of reclassification, in excess of any previous impairment losses, is included in the revaluation reserve.

Castlemaine Goldfields Limited was accounted for, in the 2005 financial year, in the parent entity’s financial
statements, using the cost method and in the consolidated entity using the equity method of accounting. The parent
recorded the initial cost of the shares as ‘Investment in Associates’ and recognised, at a consolidated level, in the
income statement its share of profits or losses.

As Mr. John Carlile ceased to be a Director of Castlemaine Goldfields Limited in April 2006, the Group could no
longer account for its investment in Castlemaine Goldfields Limited using the equity method. The shares, in the parent
entity’s accounts, were then valued using the bid price as at the 31 December 2006 and the revaluation amount of
$2,884,916, net of the tax benefit was recorded in the asset revaluation reserve.

At a consolidated level, the asset revaluation reserves account was adjusted to reflect the fair value of Castlemaine
Goldfields Limited compared to its value as per the equity method. The revaluation amount of $1,974,691, net of the
tax benefit due to the Group entities’ capital losses carried forward, was recorded in the asset revaluation reserve.

Due to the cessation of the equity method, the investment in Castlemaine Goldfields Limited is now measured at fair
value and is classified as an Available for Sale Financial Asset.

Options reserve

The options reserve relates to cumulative balance of share options granted to directors, employees and contractors.
Upon the exercise of the options, the balance of the options reserve relating to those options is transferred to share
capital. Where options lapse during the year the amounts in relation to these lapsed options, previously credited to the
options reserve, are transferred to the Accumulated Losses account.

Consolidated Austindo Resources
Corporation N.L

31.12.06 31.12.05 31.12.06 31.12.05
$ $ $ $
24. ACCUMULATED LOSSES

Balance at the beginning of the financial year (32,192,942) (31,652,039) (31,090,117) (32,232,660)

Effect of prior year correction (Note 38) 749,718
Net profit/(loss) attributable to Austindo

Resources Corporation N.L. (11,859,670) (540,903) (1,636,939) 392,825
Options lapsed during the year (Note 23) 75,279 - 75,279 -
Balance at the end of the financial year (43,977,333) (32,192,942) (32,651,777) (31,090,117)
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25. KEY MANAGEMENT PERSONNEL DISCLOSURES

@)

Details of key management personnel

The following persons were identified as key management personnel of the Group and the Company during the
reporting period and unless otherwise indicated were key management personnel for the entire period:

Non- Executive Directors

Mr
Mr
Mr
Mr

. Bruce Watson

. George Tahija

. John Carlile

. Christopher Melloy

Executive Director

Mr

. lan Price

Other Key Management Personnel

Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.

Andrew Cooke

Stephen Williams
Anthony Nadalin
Hermani Soeprapto
Sucipto Marijan
Sinambela Djundjungan
Brad Wake

Sukmandaru Prihatmoko
Don Faulkner

Chairman
Director
Director
Director

Managing Director (resigned 31 July 2006)

Company Secretary

General Manager Projects (resigned 14 September 2006)
Financial Controller

Chief Operating Officer (commenced 1 August 2006)
President Director

General Manager Operations

Exploration Manager (commenced 1 May 2006)

General Manager Exploration (resigned 6 March 2006)
Project Manager (commenced 3 August 2006)

Austindo Resources Corporation N.L. has applied the option under the Corporations Amendment Regulations 2006
to transfer key management personnel remuneration disclosures required by AASB 124 Related Party Disclosure,
paragraphs AUS25.4 to AUS25.7.2, to the Remuneration Report section of the Directors’ Report. These transferred
disclosures have been audited.

There are no loans to key management personnel. For information on other transactions between key management
personnel and entities in the Group, refer Note 28(c).

(b)

Remuneration

The aggregate of compensation of the key management personnel of the Group and Company is set out below:

Short term employee benefits
Post employment benefits
Termination benefits

Share based payment

Consolidated Austindo Resources
Corporation N.L.

31.12.06 31.12.05 31.12.06 31.12.05
1,774,319 1,016,299 938,862 675,589
147,164 78,045 64,930 43,568
68,750 - 68,750 -
90,300 80,071 53,994 33,607

2,080,533 1,174,415 1,126,536 752,764
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25. KEY MANAGEMENT PERSONNEL DISCLOSURES (CONTINUED)

(c) Option holdings

Number of options held by Directors and other key management personnel either directly or beneficially:

2006 Total

Balance at Granted as Options Total at exercisable
1.1.06 remuneration Lapsed 31.12.06 at 31.12.06

Directors

Mr. | Price 4,000,000 - (4,000,000) - -

Mr. G Tahija 500,000 - (500,000) - -

Mr. J Carlile 2,000,000 - (2,000,000) - -

Mr. B Watson - 2,000,000 - 2,000,000 1,000,000

Other Key Management

Personnel

Mr. A Cooke 2,000,000 - - 2,000,000 1,000,000

Mr. S Williams 3,000,000 - (3,000,000) - -

Mr. S Marijan 3,000,000 - (2,000,000) 2,000,000 1,000,000

Mr. S Prihatmoko 3,000,000 - (3,000,000) - -

Mr. D Sinambela 3,000,000 - - 3,000,000 1,500,000

No options held by the directors and other key management personnel were exercised during the year-end 31
December 2006. The options issued during the year were granted on 23 May 2006 at an exercise price of 7 cents per
option and their value at grant date was an average value of 2.36 cents per option. The first and last exercise dates
are 30 July 2006 and 30 July 2007 respectively. The options will expire on 31 July 2010.

Total

2005 Balance at Granted as Options Total at exercisable

1.1.05 remuneration Lapsed 31.12.05 at 31.12.05
Directors
Mr. | Price 4,000,000 - - 4,000,000 4,000,000
Mr. G Tahija 500,000 - - 500,000 500,000
Mr. J Carlile 2,000,000 - - 2,000,000 2,000,000
Mr. P Greeff (resigned 30 June
2005) 500,000 - - 500,000 500,000
Mr. B Paterson (resigned 11
March 2005) 500,000 - - 500,000 500,000
Other Key Management
Personnel
Mr. A Cooke - 2,000,000 - 2,000,000 -
Mr. S Williams - 3,000,000 - 3,000,000 -
Mr. S Marijan 1,000,000 2,000,000 3,000,000 1,000,000
Mr. S Prihatmoko 1,000,000 2,000,000 - 3,000,000 1,000,000
Mr. D Sinambela - 3,000,000 - 3,000,000 -

No options held by the directors and other key management personnel were exercised during the year-end 31
December 2005. The options issued during 2005 were granted on 25 July 2005 at an exercise price of 7 cents per
option and their value at grant date was 1.5 cents per option. The first and last exercise dates are 30 January 2006
and 30 July 2007 respectively. The options will expire on 31 July 2010.

(d) Shares held by Directors

No shares have been issued to any Director (either directly or beneficially) of the parent entity on terms more
favourable than those available to any other investor.

(e) Remuneration Practices

Information regarding the principles and polices for the remuneration of key management is set out in the
Remuneration report in the Directors’ report.

53



Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640

Notes to the consolidated financial statements
For the Year Ended 31 December 2006

26. SEGMENT INFORMATION
(@) Primary reporting business segments
The consolidated entity is organised into the following business segments:

Australia
The home country of the parent entity. The areas of operation are management and administration.

Indonesia
e P.T. Cibaliung Sumberdaya -exploration, development and mining of the Cibaliung Project;
e P.T. Indonusa Mining Services — management services and exploration activities in Indonesia;
e P.T. Eastara Melawi Mineral — in liquidation.

Primary Reporting

Austindo P.T P.T
Resources Indonusa Eastara
Corporation P.T Cibaliung Mining Melawi Castlemaine
N.L. Sumberdaya Services Mineral Goldfields Eliminations  Consolidated
2006 $'000 $'000 $'000 $'000 $'000 $'000 $'000

External revenue - - 1,964 - - 1,964
Inter segment sales - - 628,689 - (628,689) -
Total segment revenue - - 630,653 - (628,689) 1,964
Operating costs (excluding
depreciation) (1,889,787) - (141,851) 2,435 106,247 (1,922,956)
Depreciation (11,660) - (56,898) - - (68,558)
Diminution in value of
investment in P.T.
Indonusa Mining Services - - (236,771) - - 236,771 -
Provision for doubtful debts
in P.T. Indonusa Mining
Services - - (536,225) - - 536,225 -
Unrealised foreign
exchange loss (2,367,778) - - - - 2,367,293 (485)
Net loss on cash flow
hedges (11,463,539) - - - - (11,463,539)
Other income and expense (570,198) - (202,510) (5,736) - - (778,444)
Segment result (4,839,423) (11,463,539) (543,602) (3,301) - 2,617,847 (14,232,018)

Share of net loss of
associates accounted for
using the equity method - - - - (34,952) - (34,952)

Loss before net
financing costs and
income tax (4,839,423) (11,463,539) (543,602) (3,301) (34,952) 2,617,847 (14,266,970)

Net financing costs 53,641
Loss from continuing
operations before

income tax (14,213,329)
Income tax benefit 824,102
Loss after tax benefit (13,389,227)

Acquisition of property,

plant, equipment and other

non-current segment

assets 4,368 50,486,167 234,634 - - - 50,725,169
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26. SEGMENT INFORMATION (continued)

€) Primary reporting-business segments (continued)

Primary Reporting

2005

External revenue
Inter segment sales

Total segment revenue

Operating costs (excluding
depreciation)
Depreciation

Other income and expense

Segment result
Deconsolidation of
controlled entity

Change in associate
ownership interest

Share of net loss of
associated accounted for
using the equity method

Loss before net
financing costs and
income tax

Net financing costs
Loss from continuing
operations before
income tax

Income tax benefit
Loss after tax benefit

Acquisition of property,
plant, equipment and other
non-current segment
assets

Austindo P.T P.T
Resources Indonusa Eastara
Corporation  P.T Cibaliung Mining Melawi Castlemaine
N.L. Sumberdaya Services Mineral Goldfields Eliminations  Consolidated
$'000 $'000 $'000 $'000 $'000 $'000 $'000
405,900 - 6,426 - - 412,326
- - 382,222 - (382,222) -

405,900 - 388,648 - (382,222) 412,326
(282,057) - (289,442) (9,891) (404,285) (985,675)
(13,328) - (4,323) - - (17,651)
(524,910) - (377,127) - - (902,037)
(414,395) - (282,244) (9,891) (786,507) (1,493,037)
- - - - (516,082) - (516,082)
- - - - 1,626,932 - 1,626,932
- - - - (269,471) - (269,471)
(414,395) - (282,244) (9,891) 841,379 (786,507) (651,658)
110,755
(540,903)
(540,903)
11,980 11,241,117 93,571 - - - 11,346,668
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26. SEGMENT INFORMATION (continued)

(a) Primary reporting-business segments (continued)
Austindo P.T P.T
Resources Indonusa Eastara
Corporation P.T Cibaliung Mining Melawi
N.L. Sumberdaya Services Mineral Eliminations  Consolidated
2006 $'000 $000 $'000 $'000 $'000 $'000
Segment assets 50,020,800 37,719,805 755,716 36,148 - 88,532,469
Inter segment assets 1,975,729 39,501,745 236,771 - (41,714,245) -
Total
assets 88,532,469
Segment liabilities 4,306,392 52,566,334 775,826 577,533 - 58,226,085
Inter segment liabilities 1,975,729 31,437,641 772,996 - (34,186,366) -
Total
liabilities 58,226,085
Austindo P.T P.T
Resources Indonusa Eastara
Corporation P.T Cibaliung Mining Melawi
N.L Sumberdaya Services Mineral Eliminations  Consolidated
2005 $'000 $'000 $'000 $'000 $'000 $'000
Segment assets 37,380,426 3,154,767 - 42,451 - 40,577,644
Inter segment assets (1,493,304) 17,526,681 38,567 - (16,071,944) -
Total
assets 40,577,644
Segment liabilities 4,401,266 2,771,373 223,705 622,930 - 8,019,274
Inter segment liabilities (47,121) 14,901,570 (32,799) - (14,821,650) -
Total
liabilities 8,019,274

(b)

Segment revenues, expenses and results include transfers between segments.
length basis and are eliminated on consolidation.

Inter-segment transfers
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27. INVESTMENTS IN CONTROLLED ENTITIES
Equity Holdings

Country of 31.12.06 31.12.05
Incorporation Class of Shares % %
Controlled Entities
P.T. Cibaliung Sumberdaya Indonesia Ord 89.75 89.75
P.T. Eastara Melawi Mineral Indonesia Ord 99.00 99.00
P.T. Indonusa Mining Services Indonesia Ord 100.00 100.00

(1) P.T. Cibaliung Sumberdaya (“CSD”), P.T. Eastara Melawi Mineral (‘EMM") and P.T. Indonusa Mining

Services (“IMS”) are audited by Osman Ramli Satrio & Rekan / Deloitte Touche Tohmatsu Jakarta.

(2) In February 2006, PT Antam Tbk (“Antam”) announced its intention to contribute to the 2006 expenditure
budget and therefore maintain an effective 10.25% interest in the Project. Following this announcement
Antam contributed US$625,000 to maintain its 10.25% interest. The Company anticipates that Antam will

continue to make further contributions as necessary to maintain its interest at 10.25%.

(3) In 2002 the parent entity agreed that EMM was to proceed with its dissolution. As a result, EMM has changed
its basis of accounting for periods subsequent to 9 June, 2000 from the going concern basis to the liquidation

basis, under which assets and liabilities are reflected at their expected net realizable value.

Pursuant to a circular resolution of the shareholders of EMM, a liquidator of the company has been appointed
and authorised to execute the Liquidation Deed and to proceed with the sale of assets and liquidation of

EMM.

The Liquidation Deed was signed on 25 October, 2002. At 31 December 2006 the formal process of

liquidation is on-going.

(4) IMS was incorporated on December 23, 2004 and commenced trading in February 2005. The main activities
of IMS are provision of corporate management services to CSD, provision of exploration resources to CSD for
further exploration activities in the Cibaliung area, and preliminary exploration in the Trenggalek and

Pekalongan areas as part of the Group’s joint venture with P.T. Sumber Mineral Nusantara.

57



Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640

Notes to the consolidated financial statements
For the Year Ended 31 December 2006
28. RELATED PARTY TRANSACTIONS

Transactions between related parties are on normal commercial terms and conditions no more favourable than
those available to other parties, unless otherwise stated.

(a) Directors during the year

The Directors of Austindo Resources Corporation N.L. during part or the whole of the year were:

Mr. Bruce Watson Non-Executive Chairman

Mr. lan Price Managing Director & Chief Executive Officer (resigned 31 July 2006)
Mr. George Tahija Non-Executive Director

Mr. John Carlile Non-Executive Director

Mr. Christopher Melloy Non-Executive Director

(b) Related Party

As at 31 December, 2006 P.T. Austindo Nusantara Jaya, an Indonesian entity and its associates is a related entity
as they hold 28.25% (2005: 33.9%) of the issued capital of the Company and Mr. George Tabhija is a Director and
direct shareholder in this company.

Consolidated Austindo Resources
Corporation N.L

31.12.06 31.12.05 31.12.06 31.12.05
$ $ $ $
(c) Transactions of Directors and Related Party
Entities:

During the financial year P.T. Austindo Nusantara Jaya,
a company which Mr. George Tabhija is a Director and a
direct shareholder, received rental revenues, in the
amount of: 22,622 16,139 - -

During the previous financial year P.T. Austindo
Nusantara Jaya, a company which Mr. George Tahija is
a Director and a direct shareholder, received interest in
respect of convertible notes issued by Austindo
Resources Corporation N.L., in the amount of: - 26,726 - 26,726

Reimbursable expenses charged by the Company to
P.T. Cibaliung Sumberdaya: - - 1,689,379 585,538

During the previous financial year the Company
acquired a gold processing plant on behalf of P.T.
Cibaliung Sumberdaya. This amount is disclosed was a

loan as at 31 December 2005: - - - 2,768,804
Reimbursable expenses charged by the Company to
P.T. Indonusa Mining Services: - - 34,619 34,687

During the financial year the parent company paid Cubic
Corporate Advisory Pty Limited, a company which Mr.
Bruce Watson is the Managing Director, consultancy
fees, in the amount of: 154,500 - 154,500 -
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RELATED PARTY TRANSACTIONS (CONTINUED)

(d) Loans by the Company to Controlled
Entities:-

Amounts advanced to P.T. Cibaliung

Sumberdaya, a controlled entity to fund the

development of the Cibaliung Gold Project and

exploration activities during the year:

Amounts advanced to P.T. Indonusa Mining
Services, a controlled entity, during the year:

(e) Advances by the Company to Controlled
Entities:-

Expenditure incurred on behalf of P.T. Cibaliung

Sumberdaya, a controlled entity, during the year:

Expenditure incurred on behalf of P.T. Indonusa
Mining Services, a controlled entity, during the
year:

Consolidated

Austindo Resources
Corporation N.L

31.12.06  31.12.05  31.12.06  31.12.05
$ $ $
- 12,460,585 8,639,718
- 1,190,573 132,335
- 1,689,379 585,538
- 34,619 34,687

Amounts receivable from and payable to these related parties are disclosed in Notes 7, and 15 to the financial
statements. All loans advanced to and payable to related parties are unsecured and subordinate to other
liabilities. Interest is not charged on the outstanding intercompany loan balances.

(f) Share transactions of Directors and
Director-Related Parties

Directors and Director related entities Group Group Company Company
hold directly, indirectly or beneficially Number Number Number Number
equity interests in members of the 2006 2005 2006 2005
consolidated entity:

Austindo Resources Corporation N.L:

Number of ordinary shares 382,901,567 377,441,567 382,901,567 377,441,567
Number of options over ordinary shares 2,000,000 6,500,000 2,000,000 6,500,000
P.T. Austindo Nusantara Jaya hold the

following shares in P.T. Eastara Melawi

Mineral

- Number of Series A shares 15,000 15,000 - -

- Number of Series B shares 130,366 130,366 - -
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28. RELATED PARTY TRANSACTIONS (CONTINUED)
(g9) Bridging Loan facility with Director and Director-Related Entity

During December 2006 the Company arranged a Bridging Loan Facility of US$5 million to be available for drawdown
during January 2007. This facility included commitments from a Director and a related entity. PT Austindo Nusantara
Jaya, a company which Mr. George Tahija is a Director and a direct shareholder provided a commitment of
US$3,000,000. Mr. John Carlile (non- Executive Director) provided a commitment of US$500,000.

The Bridging Loan Facility is repayable by 31 May 2007, and the lenders at the time of repayment may subscribe the
loan amount into the convertible note funding proposed to be undertaken by the Company to further fund the
Cibaliung Project. The terms of this short-term bridging facility from these related parties are on normal commercial
terms and conditions no more favourable than those that were offered to other parties.

29 FINANCIAL INSTRUMENTS
a. Financial risk management

The Group’s financial instruments consist mainly of deposits with banks, accounts receivable and payable, loans to
and from subsidiaries. The main purpose of non-derivative financial instruments is to raise funding for Group
operations.

Financial Risks
The main risks the Group is exposed to through its financial instruments are foreign currency risk, liquidity risk, and
credit risk.

Foreign currency risk

PT Cibaliung Sumberdaya will receive its expected gold production revenues from the Cibaliung Project in US Dollars
and the majority of the Project’s capital and operating expenditures will be denominated in US dollars. However the
Cibaliung Project does have some significant expenditure denominated in Indonesian Rupiah (“IDR”). As such the
Group has a material exposure to foreign exchange risk arising from fluctuations in the USD/IDR exchange rates. The
Group in the management of its exchange rate exposures utilises currency derivatives to hedge significant future
highly probable capital and operating expenditures.

Commodity price risk
The Group is exposed to commodity price risk. This risk arises from the sale of gold which is priced on, or
benchmarked to, the open market.

Liquidity risk
The Group manages liquidity risk by monitoring forecasted cash flows and ensuring that adequate funding facilities
are maintained.

Credit risk

The maximum exposure to credit risk, at balance date to recognised financial assets, is the carrying amount, net of
any provisions for impairment of those assets, as disclosed in the balance sheet and notes to the financial statements.
The economic entity does not have any material credit risk exposure to any single receivable or Group of receivables
under financial instruments entered into by the economic entity.

Cash flow and fair value interest rate risk

The Group is exposed to interest rate risk arising from interest rates on its long term borrowings. Borrowings issued at
variable rates expose the Group to cash flow interest rate risk. Borrowing issued at fixed rates expose the Group to
fair value interest rate risk.
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b. Interest rate risk

2006

Financial Assets
Cash at bank

Term deposits
Receivables &
prepayments
Security deposits
Monies held in trust
Derivative Asset
Investments

Financial Liabilities
Bank loans

Trade and other
creditors
Convertible notes
Derivative liabilities-
interest rate swaps
(receive floating
LIBOR pay fixed at
5.43%)

Derivative liabilities
Liability as trustee

Net Financial
Assets

Notes to the consolidated financial statements
For the Year Ended 31 December 2006

Effective
average
interest

rate

3.33%
5.90%

0.00%
5.90%
0.00%
0.00%
0.00%

7.80%

0.00%
10.00%

5.43%
0.00%
0.00%

Fixed Maturity dates:

Floating Within 1to5 Non- Total
interest rate year years interest
$ bearing
$ $ $ $

6,013,647 - - 500 6,014,147
- 3,500,000 - - 3,500,000
- - - 598,565 598,565
- 294,354 - - 294,354
66,175 - - - 66,175
- 58,060 - - 58,060
- - - 4,500,000 4,500,000
6,079,822 3,852,414 - 5,099,065 15,031,301
32,857,323 - - - 32,857,323
- - - 9,039,256 9,039,256
- - 4,000,000 - 4,000,000
- 162,613 - - 162,613
- 346,173 10,683,594 - 11,029,767
- - - 66,077 66,077
32,857,323 508,786 14,683,594 9,105,333 57,155,036
(26,777,501) 3,343,628 (14,683,594) (4,006,268) (42,123,735)
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29. FINANCIAL INSTRUMENTS (CONTINUED)

b. Interest rate risk
Fixed Maturity dates:
Effective Floating Within 1to5 Non- Total
average interest rate year years interest
2005 interest $ bearing
rate $ $ $
$

Financial Assets
Cash at bank 4.10% 7,999,495 - - 184 7,999,679
Term deposits 5,431,827 - - 5,431,827
Receivables &
prepayments 0.00% 278,201 278,201
Security deposits 5.40% - 247,217 - - 247,217
Monies held in trust 0.00% 66,216 - - - 66,216
Equity Investments 0.00% - - - 1,787,944 1,787,944

8,065,711 5,679,044 - 2,066,329 15,811,084
Financial
Liabilities
Trade creditors and
other loans 0.00% - - - 3,154,197 3,154,197
Convertible notes 10.00% - - 4,000,000 - 4,000,000
Liability as trustee 0.00% - - - 66,216 66,216

- - 4,000,000 3,220,413 7,220,413

Net Financial
Assets 8,065,711 5,679,044 (4,000,000) (1,154,084) 8,590,671
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FINANCIAL INSTRUMENTS (CONTINUED)

C. Fair values

Set out below is a comparison by category of carrying amounts and fair values of the Group’s financial instruments.
The net fair value for unlisted investments, where there is no organised financial market, has been based on a
reasonable estimation of the underlying net assets or discounted cash flows of the investment. The net fair values of
bank loans and convertible notes are determined by discounting the cash flows, at market interest rates of similar
borrowings, to their present values. Assets classified as ‘available for sale financial assets’ have been valued at their
market bid price as at the 31 December 2006. For other assets and other liabilities the net fair value approximates

their carrying value.

The fair values together with the carrying amounts shown in the balance sheet are as follows:

Carrying Fair value Carrying Fair value
amount amount
Consolidated 2006 2006 2005 2005
Financial Assets
Cash and cash equivalents 9,514,147 9,514,147 13,431,506 13,431,506
Receivables 109,299 109,299 201,609 201,609
Available for sale financial assets 4,500,000 4,500,000 - -
Other assets 849,795 849,795 390,025 390,025
Derivative financial instruments 58,060 58,060 - -
Total Financial Assets 15,031,301 15,031,301 14,023,140 14,023,140
Financial Liabilities
Trade and other payables 9,039,256 9,039,256 3,154,197 3,154,197
Derivative financial instruments 11,192,380 11,192,380 - -
Bank loans 32,857,323 32,857,323 - -
Convertible notes 4,000,000 3,926,188 4,000,000 4,000,000
Other liabilities 66,077 66,077 66,216 66,216
Total Financial Liabilities 57,155,036 57,081,224 7,220,413 7,220,413
Parent Company
Financial Assets
Cash and cash equivalents 4,442,431 4,442,431 12,994,057 12,994,057
Receivables 32,272,001 32,272,001 20,233,351 20,233,351
Available for sale financial assets 4,500,000 4,500,000 - -
Other financial assets 8,774,332 8,774,332 4,113,690 4,113,690
Total Financial Assets 49,988,764 49,988,764 37,341,098 37,341,098
Financial Liabilities
Trade and other payables 226,102 226,102 289,916 289,916
Other liabilities 66,077 66,077 66,216 66,216
Convertible notes 4,000,000 3,926,188 4,000,000 4,000,000
Total Financial Liabilities 4,292,179 4,218,367 4,356,132 4,356,132
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Derivative financial instruments

FINANCIAL INSTRUMENTS (CONTINUED)

The consolidated entity has entered into certain derivative contracts with the ANZ Banking Group Limited as a means
of managing its exposure to fluctuations in commodity prices, foreign currencies and interest rates risk. Further details
on the derivative risk are outlined in Note 9.

30.
@)

(b)

NOTES TO THE CASHFLOW

Reconciliation of cash and cash equivalents

Consolidated

31.12.06
$

31.12.05
$

Austindo Resources
Corporation N.L

31.12.06
$

31.12.05
$

For the purposes of the cash flow statement, cash and cash equivalents include cash at bank and on hand.
Cash and cash equivalents at the end of the financial year as shown in the cash flow statement is reconciled to
the related items in the balance sheet as follows:

Cash at bank and in hand
Term deposits

Cash flows from operating activities

Profit/(Loss) for the financial year
Net depreciation

Impairment losses in investment value in subsidiary

Share options expensed

Unrealised foreign exchange (gain)/loss
Proceeds from sale of equity instruments
Share of associates loss

Convertible note fee

Loss on deconsolidation of controlled entity

Provision for doubtful debts in subsidiary
Change in associate ownership interest
Share of losses for current year up to
deconsolidation of controlled entity

Net loss on cash flow hedges

Correction prior year interest

Income tax benefit

(Increase)/decrease in assets:
Current receivables

Interest receivable

Other current assets

Other non-current assets

Increase/(decrease) in liabilities:

Current payables

Interest payable on borrowings

Current provisions

Non-current provisions

Net cash flow from operating activities
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6,014,147 7,999,679 942,431 7,562,230
3,500,000  5431,827 3,500,000 5,431,827
9,514,147 13,431,506  4,442431 12,994,057

(13,389,227)  (540,903)  (1,636,939) 392,825

68,558 17,651 11,660 13,328

- - 236,771 -
104,823 124,879 104,823 124,879
485 2,636 2,367,778 (639,705)
- (405,900) - (405,900)

34,952 269,471 - -
- 160,000 - 160,000

- 516,082 - -

- - 536,225 -

- (1,626,932) - -

- 113,483 - -

11,463,539

- (696,465)

(824,102) - (1,236,391) -
144,660 45821 2,481,684 (2,118)
- 6,978 - 6,978
(1,764,776) (18,513)  (4,284,523) (13,320)

(2,212,744) - (227,496) -
4,416,705 222,646 (97,471) 54,979
51,668 (38,709) - (38,709)
(30,921) 21,283 369,079 21,283

303,110 95,329 - -
(1,633,270)  (1,034,698) (1,374,800)  (1,021,945)
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Note Ownership Interest Carrying amount of
investment

31.12.06 31.12.05 31.12.06 31.12.05

% % $ $
ASSOCIATE COMPANY
Carrying amount
Castlemaine Goldfields Limited is a gold
exploration company incorporated in Australia
Ordinary shares held - 25.7% - 1,787,944

In April 2006, Mr. John Carlile ceased to be a Director of Castlemaine Goldfields Limited. As of this date,
Austindo Resources Corporation N.L. could no longer exercise a significant influence over the direction of
Castlemaine Goldfields Limited and, as such, ceased to account for its investment in Castlemaine Goldfields
Limited using the equity method. The investment in Castlemaine Goldfields Limited is now measured at balance
date at fair value as an Available for Sale Financial Asset.

Consolidated Austindo
Resources
Corporation N.L

31.12.06 31.12.05 31.12.06 31.12.05

$ $ $ $
(a) Movements during the year in equity accounted
investment in associate company
Balance at beginning of the financial year 1,787,944 - - -
Shares at cost 10 - 378,697 - -
Impact of associate capital raising 3 - 1,626,933 - -
Share of associate reserves - 51,785 - -
Share of Castlemaine Goldfields (loss) from date of - -
deconsolidation 3 - (269,471)
Investment ceasing to be accounted for under equity
accounting (1,787,944) - - -
Balance at end of the financial year - 1,787,944 - -

(b) Equity accounted associate profit/(loss) is
broken down as follows:

Share of associate’s (loss) from ordinary activities
before income tax (34,952) (269,471) - -
Share of associate’s income tax expense - -

Share of associate’s (loss) from ordinary activities
after income tax (34,952) (269,471) - -
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Consolidated

Austindo Resources
Corporation N.L

31.12.06 31.12.05 31.12.06 31.12.05
LEASING COMMITMENTS
$ $ $ $

Operating Lease Commitments
Non-cancellable operating leases contracted for but
not capitalised in the financial statements:
Payable
- not later than 1 year 126,481 36,260 37,529 36,260
- longer than 1 year but not later than 5 years 140,069 66,409 28,879 66,409

266,550 102,669 66,408 102,669

The operating leases relate to rental of office space on a fixed basis with no option to renew.

COMMITMENTS FOR CAPITAL EXPENDITURE

Capital expenditure commitments:

Payable

Plant and equipment:

- not longer than 1 year 2,859,676 497,478 - -

- longer than 1 year and not longer than 5 years - - - -
2,859,676 497,478 - -

The capital commitments relate to contractual commitments entered into for the development of the Cibaliung

Gold Project.

66



Austindo Resources Corporation N.L. and its Controlled Entities
A.B.N. 48 002 678 640
Notes to the consolidated financial statements
For the Year Ended 31 December 2006

34. BANK LOAN

On 1 December 2005, the Group entered into the Cibaliung Gold Project Facility Agreement (“the Project Facility”)
with the Australian and New Zealand Banking Group Limited (“ANZ”"), the initial financer, swap bank and agent and
ANZ Fiduciary Services. The related loans under this facility bear interest at the London Inter Bank Offered Rate
(“LIBOR”) plus a margin ranging from 2% to 3.25%.

This Project Facility is a term facility of up to US$26 million consisting of Tranche 1 with a maximum amount of US$21
million and Tranche 2 with a maximum of US$5 million. This facility is intended only for funding project costs, interest,
hedging costs and related expenses and any other purposes agreed to by the ANZ.

Under the Project Facility repayments commence in June 2007 with the final repayment in December 2010. The
current classification of the loan in the financial statements between current and non-current is based on the minimum
scheduled repayments in accordance with the terms on the Project Facility agreement. With the delay in the decline
development and the delay in the first gold pour it is envisaged that the terms of the Project Facility in relation to
scheduled repayments may be required to be varied following the submission of a revised mining plan and cost
forecasts to the ANZ.

A cost overrun facility of up to US$2 million, upon approval from the ANZ, is available for funding cost overruns as
well as another US$2 million for working capital purposes upon commencement of gold production.

A bank guarantee facility of up to US$1 million, which is intended for funding any obligation to pay a deposit on the
purchase of any asset in relation to the Project or bond to any government authority in relation to the Project.

As security, under the ANZ Project Facility Agreement, the Australian and New Zealand Banking Group Limited has
executed a number of deeds of security over PT Cibaliung Sumberdaya's receivables, fixed assets, project bank
accounts, inventories, any potential insurance proceeds as well as future mining and refining rights.

At balance date the value of the assets over which Australian and New Zealand Banking Group Limited has security
is as follows:

31.12.06
$
Cash and cash equivalents 4,847,713
Receivables 15,176
Fixed assets and project development expenditures 58,260,485

As at 31 December 2006, the Group had fully drawn the maximum amount of the term facility of US$26 million.

35. ECONOMIC DEPENDENCY

P.T. Eastara Melawi Mineral (in liquidation), P.T. Cibaliung Sumberdaya and P.T. Indonusa Mining Services,
controlled entities of the Group are reliant upon the continued financial support of the parent entity.

36. CONTINGENT LIABILITIES

Project Facility Agreement
As referred to in Note 34 the Group executed a Project Facility Agreement with the ANZ to support the development
of the Cibaliung Gold Project in Banten Province, Indonesia. The Company is a guarantor under this agreement.
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37. EVENTS SUBSEQUENT TO REPORTING DATE

During January 2007, the Company appointed Gryphon Partners to explore a range of corporate alternatives in order to
ensure the timely completion of the Cibaliung Project. These alternatives include discussions with other parties at a
corporate and project level. These discussions have not to date resulted in a proposal that the Company could put to
shareholders.

During January 2007 the Company fully drew down the US$5 million under the Bridging Loan Facility.

The decline development contract has been terminated, with the decline contractor extracting the road header and
demobilizing at its own cost.

In February 2007 the Company announced that it was putting on hold all major works on site at the Cibaliung Project to
conserve cash whilst it finalises its funding arrangements.

During March 2007, the Company sold 17,000,000 shares in Castlemaine Goldfields Limited at a price of 19 cents per
share to raise A$3.2 million before costs.

During March 2007 the Company announced that it had agreed non-binding indicative terms and conditions in respect
of a Convertible Note facility to raise US$20 million (with provision for oversubscriptions up to a further US$5 million).
Funds raised from this facility will be predominantly applied to the Cibaliung Project.

South East Asian Strategic Assets Fund (“SEASAF") and its advisor CIMB-Standard Strategic Advisors Pte Ltd of
Singapore will arrange the Facility in co-operation with Austock Corporate Finance Limited (“Austock”).

It is anticipated that SEASAF will participate for US$10 million of the Convertible Note facility. It is further contemplated
that participants in a US$5 million bridging facility arranged in December 2006 will roll into the Convertible Note facility.
Austock will arrange the US$5 million balance of the facility. Oversubscriptions will be jointly managed by SEASAF and
Austock.

Drawdown on this Convertible Note facility is subject to the successful finalisation of formal documentation and the
satisfaction of a number of conditions precedent, including shareholder approval and the preparation of a new
engineering/mining plan covering the decline development, steps to be taken to the start of ore extraction and
methodology required to ramp-up to full production. It is anticipated that shareholder approval will be sought at the
Company’s Annual General Meeting. Work on the satisfaction of the conditions precedent continues.

The Convertible Notes will have a five year term and be convertible (at the option of the holder) at any time, at an issue
price of US$0.01709 per share.

During March 2007 with the expected delay in first gold production, the Group has closed out its first quarter of gold
hedged which was originally established for delivery of 13,306 ounces for the June 2007 quarter. This contract was
closed out at no cost to the Group.

On 9 March 2007, the Company has raised a further A$5.16 million through a placement of 344.0 million shares at 1.5
cents per share. Tranche 1 comprising of 193.1 million shares raising A$2.9 million was received during March 2007
with a further A$2.26 million expected to be received in April from Tranche 2 comprising 150.9 million shares at 1.5
cents per share. Tranche 2 is subject to Shareholder approval.

Other than the matters discussed above, there has not arisen in the interval between the end of the financial year and
the date of this report any item, transaction or event of a material and unusual nature likely, to affect significantly the
operations of the consolidated entity, the results of those operations, or the state of affairs of the consolidated entity, in
future financial years.
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38. CORRECTION OF ERROR IN PREVIOUS FINANCIAL PERIODS

In the 2005 financial year, the loans receivables and payable in the parent company and individual subsidiaries
reflected the cash consideration amount only and not fair values. This was not in accordance with AASB 132
Financial Instruments: Disclosure and Presentation and AASB 139 Financial Instruments: Recognition and
Measurement.

As a result, in the 2006 financial year, the Group adopted both AASB 132 Financial Instruments: Disclosure and
Presentation and AASB 139 Financial Instruments: Recognition and Measurement and the cash consideration of the
relevant loan receivables and payables were discounted to their present values, the loan balances reflecting their fair
values. The effective interest rate method was used to discount the balances and the applicable interest revenue and
expense items were adjusted in prior financial periods.

The full impact on the parent company’s retained earnings, up until 2005 financial year, was $1,446,184. There was
no impact to the Group’s accounts at a consolidated level. Refer to Note 3(a)(ii)

Austindo Resources 2005 2005 2005 2004 2004 2004
Corporation N.L Restated Variance Previously Restated Variance Previously
Reported Reported
Balance Sheet $ $ $ $ $ $
Non-current assets
Receivables 12,507,964 1,685,706 14,193,670 6,066,756 1,471,189 7,537,945
Other financial assets 7,725,387 (3,131,890) 4,593,497 6,152,741 (2,220,907) 3,931,834
Equity
Accumulated losses (31,090,117) (1,446,184) (32,536,301) (31,482,942) (749,718) (32,232,660)
Income Statement
Revenue 405,900 - 405,900
Employee expenses (524,910) - (524,910)
Depreciation expenses (13,328) - (13,328)
Management & administrative -
expense (889,663) (889,663)
Unrealised foreign exchange -
gain (loss) 639,705 639,705
Exploration and evaluation
expenditure - - -
Other expenses (32,099) - (32,099)
Loan to controlled entity
written down - - -
Loss before financing costs (414,395) - (414,395)
Interest revenue 340,861 - 340,861
Interest income on related
party loans discounted to fair 721,093 721,093 -
value
Finance expenses (254,734) (24,628) (230,106)
Profit/(Loss) before income
tax 392,825 (696,465) (303,640)
Income tax benefit - - -
Profit/(Loss) for the year 392,825 (696,465) (303,640)
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DIRECTORS’ DECLARATION
In the opinion of the Directors of Austindo Resources Corporation N.L. (“the Company”)

the financial statements and notes (including the remuneration disclosures that are contained in page 6 to
page 14 of the Remuneration report in the Directors’ report) as set out on pages 16 to page 69, are in
accordance with the Corporations Act 2001, including:

0] giving a true and fair view of the financial position of the Company and the consolidated entity as
at 31 December 2006 and of their performance as represented by the results of their operations
and their cash flows, for the financial year ended on that date; and

(ii) complying with the Australian Accounting Standards and the Corporations Regulations 2001; and

the remuneration disclosures that are contained on page 6 to page 14 of the Remuneration report in the
Directors’ report comply with Australian Accounting Standard AASB 124 Related Party Disclosures; and

as disclosed in Note 2 (ad) there are reasonable grounds to believe that the Company will be able to pay
its debts as and when they become due and payable.

The Directors have been given a declaration as required by Section 295A of the Corporations Act 2001
by the Non-Executive Chairman and the Chief Financial Officer for the financial year ended 31 December
2006.

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

Dated this 30th day of March 2007.

Bruce J. Watson
Chairman

7

John C. Carlile
Non-Executive Director
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