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LETTER FROM THE CHAIRMAN

Dear Shareholder

Please find attached the Phosphate Resources Limited (“PRL") Annual Report for the financial year
ending 30 June 2010.

PRL has achieved a profit that is broadly in line with the average over the last few years, with the
exception of last year when extraordinary phosphate prices were able to be obtained. Earlier this year
the Company anticipated achieving its second best ever result, but unfortunately unseasonal inclement
weather and highly competitive market conditions combined to provide a more subdued outcome. In
saying this the Consolidated after tax profit attributable to the members of PRL of $7.5 million is a positive
outcome for the shareholders and company having regard to the many operational interruptions due to
inclement weather and ongoing access issues related to the clearing permit process.

It was particularly disappointing that the Minister for the Environment rejected our new mining lease
applications on the eve of a federal election. Whilst our current resource statement and lease term
provide for a 2019 completion date, | feel the Federal Government has taken a very short sighted
approach to ensuring a stable and viable economic base for Christmas Island. The rejection of the
proposed addition of 256 hectares to our mining leases may prove to be death knell of the Island’s
economy as the other major employer — the immigration centre - is likely to wind up at some point
leaving little or no economic activity to springboard alternative post mining industries.

The Company will determine its approach to future mining on Christmas Island after it has considered the
Minister’s reasons for the decision and had the opportunity to discuss them with the new Government.

Our new mining leases were rejected on the grounds that they would have an unacceptable impact on
the environment. This reasoning is in sharp contrast to the Government's own independent expert
working group that identified invasive species as the single largest major threat to the environmental
values of the island. The independent expert working group recommended a range of environment
programs to preserve the environment values of the island. The Government has ignored those
recommendations and failed to allocate any additional funds to implement them. If the Government
had a genuine concern about the environmental integrity of the island it would allocate the funding
needed fo combat the invasive species. Regrettably it seems there is one set of environmental standards
for the company and another for the Government.

Our Structural repair and Loading Chute replacement programs are underway. While these programs
involve significant costs, they are critical to ensuring the business and operational continuity of the
Christmas Island Operations into the coming years. The PRL commitment to the confinuous improvement
of business and safety systems has also started to pay dividends with improved efficiencies and reduced
risk across the business.

Whilst we can see a marginal level of normality returning fo sales and production, the impacts of the
global financial crisis and inclement weather cannot go unstated. The year ahead should present PRL
with the opportunity to consolidate its phosphate operation for the next few years.

Your Board will also be carefully considering appropriate investments during this period so that we can
maintain a viable company operation post mining on Christmas Island.

| concur with the observations made by the Managing Director in his report and also commend the
Board, Executive, management and all of our staff for their diligent work through this difficult year.

Yours Sincerely

; - /"/
& A

Clive Brown
Chairman
9 September 2010



MANAGING DIRECTOR’S REPORT

Once again, | present the Phosphate Resources Limited Annual report for the year ending 30 June 2010.
Financial Performance and Production

The Group has posted an annual audited profit after tax attributable to the members of PRL of $7.5
million dollars. The result is impacted by the impairment of our China investment.

PRL has experienced many interruptions to both our primary operations on Christmas Island, value of our
products and sales during this reporting year. Early in 2009 there was further decrease in Phosphate
product value and sales as a result of the continuing global economic slowdown caused by the global
financial crisis. Delay in the issue of clearing permits controlled by the Federal Government again slowed
product availability and weather has also hampered our production.

Unseasonal inclement weather experienced in the later part of the financial year on Christmas Island had
a large impact to our business performance. PRL production strategies make provisions and allowances
for seasonal ocean swell and inclement weather which are reviewed regularly. The planning reduces
production and shipping requirements in these periods allowing maintenance and other repair activity to
be conducted. These provisions were in place by the end of January with an expectation the operation
would be in full production by early April. This year has seen significant rain falls through April to June that
depleted the on-ground stock needed for the operation to maintain regular shipping and sales. The
effects of the weather will be felt well into the new financial year as the business restocks its product to
meet the continually increasing customer needs.

The Christmas Island operation shipped a disappointing total of only 566,645 tonnes of product for this
reporting period. Our results were, however, shored up by a successful foreign exchange hedging
strategy put in place in previous years.

Our ground stocks will take some 3 months to correct and | thank our Senior Management and Executive
for working through the difficult situation to produce such a reasonable result. PRL will continue planning
in the coming year to ensure measures are taken to further mitigate these issues in the future.

Quality, Safety and Risk Management

With ever increasing compliance auditing demanded by government authorities, PRL has continued with
its program of implementation of the PRIMS (Phosphate Resources Integrated Management System) to
meet the requirements. Through our new safety system we have seen a significant increase in the
reporting and tracking of operational hazards and a decrease in the number of significant incidents. We
are identifying trends within the operation and developing the required conftrols to mitigate the risks and
ensure a safer working environment.

PRL completed its Master Site Hazard and Risk Register for 2010 which has led to the development of the
Christmas Island Business Continuity Plan for 2010 to 2015. The plan has identified the key areas of supply
integrity risk and operational risk with a range of confrols and responses that will ensure minimum impacts
of any major or significant interruption.

Our Occupational Health, Safety and Environmental department was restructured at the end of 2009
with the appointment of Senior Management to the direct line reporting. This has added significant value
to the department with positive results and improvements in all audits conducted internally and by
external regulating bodies. The PRIMS system will be fully implemented in 2010. The system has been
designed as a Phosphate operation generic safety model that the company can utilise in future mining
opportunities as they arise.

Environmental initiatives and Research Programs

PRL continued with its scientific programs on Christmas Island with improved mining techniques, Mulching
and Yellow Crazy Ant Baiting trials. The inferim report of the Christmas Island Expert Working Group
established by the Minister for the Environment was tabled in 2009 by Professor Bob Beeton. This
confirmed that the most significant threat to Christmas Island Ecosystem was not mining but a failure of
quarantine and infroduced invasive species such as the Yellow Crazy Ants, Giant Cenfipedes and the
Giant African Snails.



As the Department of Environment and Conservation did not commit any new funding in the 2010/11
budget to implement the report’'s recommendations, the PRL scientific programs have become critical to
the Islands long term prospects. The midterm report for the Yellow Crazy Ant program has been released
with significant findings from the study. Both the mulching and the new mining fechniques have also
produced results that validate the viability of the program:s.

PRL maintains good levels of compliance under its environmental operating licenses and clearing permits
conditions. Two workshops were conducted during the year to implement new controls including Mines
Work Permits and Environmental Protocols such as ship loading and dust management. Annual reports
from regulatory bodies have noted significant improvement of the PRL operations.

Major Projects and Subsidiaries

A new cascade ship loading system will be installed in early 2011. This system will improve emission
outcomes and greatly expedite ship loading fimes.

The PRL Board have also approved the repair of the ageing fixed infrastructure within the Christmas Island
operation. A permanent Structural Engineer was appointed in late 2009 to commence planning and
prioritising of the repair and upgrades required to ensure production stability and safety. The next phase
of the program has been scheduled for 18 months with a commencement date for the next round of
works to start in mid September. PRL has previously completed high priority areas through resources
available on Island but with the volume of works for the following phase PRL will be engaging an external
structural team until the completion of the project.

Cl Maintenance Services (CIMS) has again performed positively this year. The continuing growth in the
Immigration Detention Services has seen CIMS expand its turnover to $6.7m in the 2009/10 financial year.
CIMS has maintained a flexible approach to its business role and has increased its service offerings to
include accommodation management for the 400 - 500 workers the Department of Immigration
currently have on the Island. CIMS will continue to pursue further growth and additional services in the
coming year.

Our China project remains problematic with the terms of a forced consolidation with a neighbouring
mine as decreed by the Chinese government still being negotiated and extreme floods in large parts of
China dramatically curtailing the production of fertilisers. As noted above, we have further impaired the
holding value of our assets to reflect the current marketable value of same in the uncertain environment
which has impacted on our consolidated outcome for the year.

New Lease applications, Clearing Permits and Resources

The Minister for the Environment made the announcement on the 16t July 2010 that the PRL applications
for new leases have again been refused. This was an extremely disappointing outcome for the company
and Christmas Island community as a whole. Phosphate Mining is the cornerstone of the region both in
the social fabric and economically. The region has witnessed many industries go through the economic
peaks and troughs as mining provided a stable base economic support line. PRL is of the opinion that the
decision was made with a strong bias on political and green positioning rather than sound economic
and environmental assessments. Consideration, in due course, will be given by your Board o the nature,
scale and commercial justification for any fresh application.

During the course of the year PRL has secured access to around half of its current leases under a single
‘purpose’ clearing permit. We will continue in the coming year to work towards securing the rest of our
available mining areas under a second purpose permit fogether with the re-acquisition of areas we were
obliged to relinquish for the now failed space ports project. Whilst confident we will secure access to
these remaining areas the processes with the various Commonwealth Departments remains complex,
fime consuming and uncertain.

PRL's current resource statement for Christmas Island operations gives consideration to the factors of
available grades and approved clearing permits over current lease areas. We currently have af least 5
years of commercially viable production available under current approvals, economic conditions and
market parameters. We remain relatively confident that the processes already under way in regards to
the remainder of our original lease areas will ensure we can continue operations until the end of our
current lease in 2019.



The Year Ahead

Whilst we have experienced some increased customer demand, the year ahead will present many
challenges. The significant capital program including structural works and ship loader chute
replacements will require an ongoing focus as a lack of suitable labour resources in the region and the
scale of work required present a level of risk to the company. Our clearing permits and continued delays
from government agencies must be addressed and managed to ensure production and sales are not
adversely impacted.

In summary | again commend our Board, Management and all employees on producing another
positive result for the shareholders of PRL.

We are committed fo a buoyant financial future for the company with a strong focus on safety,
efficiencies, productivity and careful management. Our aim is o capitalise on the increasing realisation
about the global importance of Phosphate products in the coming year and maintain our market
position whilst exploring other opportunities for PRL. We have been and will continue actively
investigating investment prospects in non mining activities in Indonesia, Malaysia and Papua New Guinea
with a view to establishing an additional and alternative long term sustainable cash flow business for the
Company.

S

LAl Ah Hong
Managing Director
9 September 2010
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REGISTERED AND HEAD OFFICE

12 Lyall Street

South Perth, Western Australia 6151
PO Box 1194, South Perth WA 6951
Telephone: +618 9474 6811
Facsimile: +618 9474 6877

Email: info@cirp.com
Operations Office

Christmas Island

PO Box 104, Christmas Island
Indian Ocean WA 6798
Telephone: +618 9164 8400
Facsimile: +618 9164 8404

Email: info@cirp.com.au

Phosphate Resources (Singapore) Pte Lid

8 Liang Seah Street
#02-06 Liang Seah Court
Singapore 189029
Telephone: +65 6332 0961
Facsimile: +65 6332 0962
Email: info@cirp.com

Phosphate Resources (Malaysia) Sdn Bhd
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97 Jalan SS7/2, Kelana Jaya, 47301
Petaling Jaya, Selangor, Malaysia
Telephone: +60 3 7880 4911
Facsimile: +60 3 7880 5877

Email: info@cirp.com

Cl Maintenance Services Pty Lid
Christmas Island

PO Box 104, Christmas Island

Indian Ocean WA 6798

Telephone: +618 9164 8400
Facsimile: +618 9164 8404

Email: info@cirp.com.au

XinAo (Guizhou) Mining Consultancy Co. Lid

China

#602 Unit 3 Block 4, Group 5

Shan Shui Qion Chong, Si Fong River Road
Guiyang Guizhou Province 55009 PR China
Telephone: +86851 5151589

Facsimile: +86851 5151568

WEB SITE
WWW.Cirp.com

COMPANY AUDITORS

Ernst & Young
11 Mounts Bay Road
Perth, Western Australia 6000

COMPANY BANKERS

Westpac Banking Corporation
109 St George's Terrace
Perth, Western Australia 6000

National Australia Bank
100 St George’'s Terrace
Perth, Western Australia 6000

The Royal Bank of Scotland NV
One Raffles Quay

South Tower

Singapore 048583

The DBS Bank Ltd
6 Shenton Way
DBS Building
Singapore 068809

Standard Chartered Bank (Hong Kong) Ltd
15F Standard Charter Tower

388 Kwun Tong Road

Hong Kong

Hong Leong Bank Berhad

63 & 65SS 23/15

Taman Sea, 47400

Petaling Jaya, Selangor Darul Ehsan
Malaysia



BOARD OF DIRECTORS

Mr Clive Brown
Non-Executive Chairman

Mr Brown is the former Minister for State
Development in Western Australia. He was
previously a director of Phosphate Resources
Ltd from 1992 to 1999.

Mr LAl Ah Hong

Managing Director

Mr Lai has had extensive experience in
private enterprise on Christmas Island as well
as with the union movement. Mr Laiis a
former president of the Union of Christmas
Island Workers and has been involved in the
phosphate industry for 27 years. He was also
a founding director of Phosphate Resources
Limited in 1991.

Mr CHAN Khye Meng
Non-Executive Director

Mr Chan is active in the Christmas Island
community as a member of the Poon Saan
Club and the Chinese Literary Association.
Mr Chan, who has lived on Christmas Island
for 29 years, is the managing director of his
own company on Christmas Island.

Mr CHENG Hang OAM
Non-Executive Director

Mr Cheng was a long time resident of
Christmas Island with involvement in the
phosphate industry since 1962. Heis a
founding member and was president of the
Union of Christmas Island Workers from 1979
to 1989 and a director of Phosphate Mining
Company from 1985 to 1987. Mr Chengis a
founding member and has been president of
the Christmas Islanders and Friends
Association in Perth since 1997.

He was awarded the Order of Australia
Medal on Australia Day 2006 for service to
the Christmas Island Community.

Mr PHUAR Kong Seng
Non-executive Director

Mr Phuar Kong Seng is an entrepreneur and
businessman with many years of experience
in running successful businesses. He has
worked in the fertiliser and chemical industries
since 1979 covering a spectrum of

responsibilities ranging from accounts, sales,
marketing and management. He is also a
Director of Cl Resources Ltd.

Mr PHUA Siak Yeong

Executive Director Projects

Mr Phua Siak Yeong graduated from the
University of Malaysia with first class honours
degree in Chemical Engineering. He
obtained his MBA from the same university in
1990. He worked at Esso Singapore after
graduation and then as a Marketing
Executive for Bulk Chemicals Sdn Bhd from
1979 to 1983. He joined the Hong Leong
Group in Malaysia in 1983, involved in
motorcycle manufacturing. From 1994 to
1996 Mr Phua was posted to China to
manage the motorcycle manufacturing joint
venture. He returned to Malaysia in 1997 to
head the motorcycle research and
development company in the Hong Leong
Group. In 2002 he was transferred to MZ
Motorrad Sdn Bhd to develop the MZ brand
in Malaysia. Mr Phua refired in 2008 from the
Hong Leong Group. He is currently also a
Director of Cl Resources Ltd. He was
appointed as a Director of Phosphate
Resources Ltd on 7 April 2010 and as
Executive Director Projects on 15 April 2010.

Mr TEE Lip Sin

Non-executive Director

Mr Tee Lip Sin holds a Diploma in Business from
Curtin University and a Diploma in Plantation
Management from the University of Malaya.
He has been employed in senior
management for the past 10 years and is
currently an Executive Director of several
companies. He is also a Director of Cl
Resources Lid.
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DIRECTORS REPORT

For the year ended 30 June 2010

Your Directors submit their report for the year ended 30 June 2010.

DIRECTORS — CURRENT

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

Clive Brown Chairman

LAl Ah Hong Managing Director

CHAN Khye Meng  Non-Executive Director
CHENG Hang OAM  Non-Executive Director
PHUAR Kong Seng  Non-Executive Director

Non-Executive Director
TEE Lip Sin

PHUA Siak Yeong  gyccytive Director Projects

(appointed 7 April .
2010)

COMPANY SECRETARY

Kevin Edwards B.Juris, LL.B

Mr Edwards has been the Company
Secretary since 12 December 2006 and is
also a practicing barrister & solicitor. He
has been retained as an Advisor to The
Board of Directors since 2004 and as Chief
Operating Officer from 2 December 2009.

PRINCIPAL ACTIVITIES

During the year, the principal activities of
enfities within the consolidated entity were:

¢ mining, processing and sale of
phosphate rock, phosphate dust and
chalk; and

e providing earthmoving, fuel pilotage,
maintenance and stevedoring services
to other Christmas Island organisations.

REVIEW AND RESULTS OF
OPERATIONS

The consolidated entity recognised for
members of the parent a profit after tax of
$7.561 million [2009: $47.955 million].

The chief entity has approximately 182
shareholders (2009: 118) of whom 43% are
Christmas Island residents holding 14.9% of
the total shares issued.

For more detailed information please refer
to the Managing Director's Report of this
Annual Report.

SIGNIFICANT CHANGES IN THE
STATE OF AFFAIRS

There was no significant change in the
state of affairs of the company or ifs
confrolled entities during the financial
year other than that referred to in the
financial statements or notes thereto.

SIGNIFICANT EVENTS AFTER THE
BALANCE DATE

No matters or circumstances have arisen
since the end of the financial year which
significantly, or may significantly, affect
the operations or the state of affairs of the
economic entity in future financial years.

LIKELY DEVELOPMENTS AND
EXPECTED RESULTS

The Directors note that current strategies
suggest that the 2011 financial year will
see the Company remain profitable and
in line with the performance of the current
year.

Further information on likely developments
in the operations of the consolidated
entity and the expected results of those
operations have not been included in this
report because the Directors believe that
it would be likely to result in unreasonable
prejudice to the Company.



ENVIRONMENTAL REGULATION &
PERFORMANCE

Phosphate Resources Limited holds various
licenses regulating its mining and exploration
activities on Christmas Island and in China.
Licenses issued by the Commonwealth
Government of Australia and the Peoples
Republic of China include general
environmental conditions, air pollution
control conditions and water conftrol
conditions. These condifions regulate the
management of mining waste and
restoration, dust, liquid chemical storage,
and water monitoring.

There have been no significant known
breaches of the consolidated entity’s
licences.

INDEMNIFICATION AND INSURANCE
OF DIRECTORS AND OFFICERS

During or since the financial year the
Company has paid premiums in respect of a
confract insuring all the Directors of
Phosphate Resources Limited against costs
incurred in defending proceedings for
conduct involving:

e a wilful breach of duty or

. a confravention of Sections 182 or 183
of the Corporations Act 2001, as
permitted by Section 199B of the
Corporations Act 2001.

The total amount of insurance contract
premiums paid was $19,730.

AUDITOR INDEPENDENCE AND
NON-AUDIT SERVICES

No amounts have been paid during the year
or are payable to the auditor for non-audit
services.

The auditor’'s independence declaration is
included on page 61 of the financial report.

DIRECTORS’ MEETINGS HELD
DURING THE YEAR ENDED 30 JUNE
2010

Directors Nllflmlzer

. Meetings =

Director A“endegd While in
Office

Clive Brown 7 8
Lai Ah Hong 8 8
Willy Teo See Khiang
(resigned on 7
January 2010) 4 5
Chan Khye Meng 8 8
Cheng Hang 7 8

Tony Brennan
(resigned on 29
January 2010) 5 5

Phuar Kong Seng
Tee Lip Sin

Phua Siak Yeong
(appointed 7 April
2010) 1 1

AUDIT COMMITTEE

The members of the Audit Committee are
Directors Mr Clive Brown, Mr Cheng Hang
and Mr Anthony Brennan and external
consultant Mr Leong Hong Chiew. There
were 2 audit committee meetings during
the year and all members attended each
meeting except Mr Clive Brown who was
absent from one meeting.

ROUNDING

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

PARENT ENTITY INFORMATION

Phosphate Resources has included parent
entity financial statement in this financial
report under the option available to the
Company under ASIC Class Order 10/654.
The Company is an entity fo which the
Class Order applies.



REMUNERATION REPORT (audited)

The remuneration report outlines the director and executive remuneration arrangements of the
Company and the Group in accordance with the requirements of the Corporations Act 2001 and
its Regulations. For the purposes of this report Key Management Personnel (KMP) are defined as
those persons having authority and responsibility for planning, directing and controlling the major
activities of the Company and the Group, directly or indirectly, including any director (whether
executive or otherwise) of the parent company, and includes the five executives (or all executives if
less than 5) in the Parent and the Group receiving the highest remuneration.

For the purposes of this report the term executive encompasses the executive directors, senior
executives and Company Secretary of the Parent and the Group.

Remuneration Philosophy

The Board of Directors is responsible for reviewing and making recommendations on compensation
arrangements for the directors and the executive team. The Board assesses the appropriateness of
the nature and amount of emoluments of such officers on a periodic basis. The overall objective is
the retention of a high quality board and executive team fo maximise value of the shareholders’
investment. Such officers are given the opportunity to receive their emoluments in a variety of
forms including cash and fringe benefits, such as motfor vehicles and expense payments. It is
intended that the manner of payment chosen will be the most beneficial for the recipient without
creating additional cost to Phosphate Resources Limited.

A discretfionary bonus scheme for the executive team based on the consolidated profit after fax
was continued for the current year.

Non-Executive Director Remuneration
Fees and payments to non-executive directors reflect the demands made on, and the
responsibilities of, the directors.

Executive Remuneration

The remuneration of executives is generally reviewed annually with the review taking into
consideration the conftribution of the individual commensurate with the performance of the group
and comparable employment market conditions. The executive salary can be packaged and
includes a cash component and other remuneration including salary sacrificed superannuation
and non-cash benefits such as motor vehicles. The combination of these comprises the executive’s
fotal remuneration. No component of the executive salary is af risk.

Employment Contracts
Remuneration and other terms of employment for the executive directors and the executives are
formalised in services agreements. These agreements have a fixed term of three years.

Details of Key Management Personnel
The following persons acted as directors or senior management during or since the end of the
financial year:

Directors

Clive Brown Non-Executive Chairman

Lai Ah Hong Managing Director

Willy Teo See Khiang Executive Director (Resigned 7 January 2010)
Chan Khye Meng Non-Executive Director

Cheng Hang Non-Executive Director

Anthony Brennan Non-Executive Director (Resigned 29 January 2010)
Phuar Kong Seng Non-Executive Director

Tee Lip Sin Non-Executive Director

Phua Siak Yeong Executive Director

Executives

Kevin Edwards Company Secretary / Chief Operating Officer
Alfred Chong Resident Manager / Director (subsidiary)

Allan Robartson Financial Conftroller

-3-



REMUNERATION REPORT (audited) (continued)

There were no changes to key management personnel between the reporting date and the date
this financial report was authorised for issue.

Remuneration of Key Management Personnel

Year ended 30 June 2010

Short Term Post
Salary & Bonus Non- Employment  Termination Total Perform-
Fees cash Super- ance
Benefits annuation Related
Contribution
$ $ $ $ $
Directors
Clive Brown 150,000 - 16,500 - 166,500
Lai Ah Hong 322,820 367,698 30,770 75,957 - 797,245 46.1%
Willy Teo See
Khiang 134,753 358,220 11,359 5,965 205,985 716,282 50.0%
Chan Khye
Meng 75,000 - 2,342 8,250 - 85,592
Cheng Hang 75,000 - 16,515 8,250 - 99.765
Anthony
Brennan 49,039 - - 5,394 - 54,433
Phuar Kong
Seng 75,000 - - - - 75,000
Tee Lip Sin 75,000 - - - - 75,000
Phua Siak
Yeong 34,163 - - 2,050 - 36,213
Executives
Kevin Edwards 215,020 310,460 6,745 - - 532,225 58.3%
Alfred Chong 214,525 307,351 18,650 57,406 - 597,932 51.4%
Allan Robartson 152,313 230,514 8,165 42,111 - 433,103 53.2%
1,572,633 1,574,243 94,546 221,883 205,985 3,669,290
Year ended 30 June 2009
Short Term Post
Employment
Salary & Bonus Non-cash Super- Total Perform-
Fees Benefits annuation ance
Contribution Related
$ $ $ $
Directors
Clive Brown 122,000 - - 13,420 135,420 -
Lai Ah Hong 317,848 82,760 58,646 39.447 498,701 16.6%
Willy Teo See Khiang 307,100 59,350 22,718 11,931 401,099 14.8%
Chan Khye Meng 66,372 - 12,708 7.301 86,381 -
Cheng Hang 73,000 - 8,113 8,030 89,143 -
Anthony Brennan 73,000 - - 8,030 81,030 -
Phuar Kong Seng 22,930 - - - 22,930 -
Tee Lip Sin 14,930 - - - 14,930 -
Executives
Kevin Edwards 229,309 51,440 - - 280,749 18.3%
Alfred Chong 222,512 56,530 16,169 24,476 319,687 17.7%
Allan Robartson 163,276 42,400 - 17.960 223,636 19.0%
1,612,277 292,480 118,354 130,595 2,153,706




SIGNED IN ACCORDANCE WITH A RESOLUTION OF THE BOARD OF DIRECTORS:

7/géw

Clive Brown
Chairman

/%z{

LAl Ah Hong
Managing Director

Dated: 9 September 2010



INCOME STATEMENT

For the year ended 30 June 2010

Consolidated

Phosphate Resources

Limited
2010 2009 2010 2009
Notes $’000s $’000s $’000s $'000s

Continuing operations
Sale of goods 70,439 137,461 67,595 137,190
Rendering of services 9,023 4,086 793 547
Other revenue 807 1,057 778 994
REVENUE 5(a) 80,269 142,604 69,166 138,731
COST OF SALES 5(b) (56.,893) (60,559) (51,637) (59.775)
GROSS PROFIT 23,376 82,045 17,529 78,956
Other income 5(c) 4,081 6,229 4,084 5,785
Other expenses 5(d) (20,657) (18,447) (11,623) (15,728)
Finance costs 5(e) (603) (800) (600) (798)
PROFIT BEFORE INCOME TAX 6,197 69,027 9.390 68,215
INCOME TAX EXPENSE 6 (3,042) (21,558) (3,694) (19.606)
NET PROFIT FOR THE YEAR 3.155 47,469 5,696 48,609
Profit/(loss) is attributable to:
Non-controlling interest (4,406) (486) - -
Owners of the parent 7,561 47,955 5,696 48,609

3,155 47,469 5,696 48,609




STATEMENT OF COMPREHENSIVE INCOME
For the year ended 30 June 2010

Profit for the year 3,155 47,469 5,696 48,609

Other comprehensive income
Exchange differences on translation of
foreign operations 1,753 107 - -

Other comprehensive income, net of tax 1,753 107 - -

Total comprehensive income for the
year, net of tax 4,908 47,576 5,696 48,609

Attributable to:

Non-conftrolling interest (4.406) (486) - -
Owners of the parent 9,314 48,062 5,696 48,609
4,908 47,576 5,696 48,609




STATEMENT OF FINANCIAL POSITION

As at 30 June 2010

Consolidated

Phosphate Resources

Limited
2010 2009 2010 2009
Notes $'000s $'000s $'000s $'000s

CURRENT ASSETS
Cash and cash equivalents 24(b) 23,770 24,126 22,118 22,885
Trade and other receivables 8 17,340 15,338 15,155 13,726
Inventories 9 10,166 10,553 7,263 8,004
Other 10 6,351 10,626 6,357 10,607
TOTAL CURRENT ASSETS 57,627 60,643 50,893 55,222
NON-CURRENT ASSETS
Term Deposits 11 22,482 16,412 21,557 15,532
Other receivables 12 - - 6,574 9,715
Other financial assets 13 - - 1,406 1,406
Property, plant and equipment 14 10,860 12,586 6,646 7.992
Mine properties 15 5,347 13,262 - -
Deferred tax assets 6 6,515 4,499 6,319 5,949
TOTAL NON-CURRENT ASSETS 45,204 46,759 42,502 40,594
TOTAL ASSETS 102,831 107,402 93,395 95,816
CURRENT LIABILITIES
Trade and other payables 17 5,307 7.118 2,743 4,351
Interest-bearing loans and borrowings 18 1,711 37 1,711 28
Income tax payable 4,074 5,018 3,850 4,893
Provisions 19 2,374 5,512 2,137 5,440
TOTAL CURRENT LIABILITIES 13,466 17,685 10,441 14,712
NON-CURRENT LIABILITIES
Interest-bearing loans and borrowings 20 1,954 6 1,954 -
Deferred tax liabilities 6 4,705 7.356 3,094 3,984
Provisions 21 14,417 12,983 13,775 12,694
TOTAL NON-CURRENT LIABILITIES 21,076 20,345 18,823 16,678
TOTAL LIABILITIES 34,542 38,030 29,264 31,390
NET ASSETS 68,289 69,372 64,131 64,426
EQUITY
Equity attributable to equity holders of the
parent

Conftributed equity 22 4,509 4,509 4,509 4,509

Retained earnings 61,921 60,351 59,165 59,460

Reserves 23 1,986 233 457 457
Parent interests 68,416 65,093 64,131 64,426
Non-conftrolling interests (127) 4,279 - -
TOTAL EQUITY 68,289 69,372 64,131 64,426




STATEMENT OF CHANGES IN EQUITY

For the year ended 30 June 2010

Contrib- Retained Foreign Share Non- Total
vted earnings currency Option controlling
equity translation Reserve Interests
reserve
$'000s $'000s $'000s $'000s $'000s $'000s
CONSOLIDATED
At 1 July 2008 4,509 22,152 (331) 457 - 26,787
Profit for the period - 47,955 - - (486) 47,469
Other comprehensive income - - 107 - 691 798
Total comprehensive income for
the period - 47,955 107 - 205 48,267
Transactions with owners in their
capacity as owners:
Dividend paid - (2.756) - - - (9.756)
Non-conftrolling interest on
acquisition of subsidiaries - - - - 4,074 4,074
At 30 June 2009 4,509 60,351 (224) 457 4,279 69,372
At 1 July 2009 4,509 60,351 (224) 457 4,279 69,372
Profit / (Loss)for the period - 7.561 - - (4.,406) 3.130
Other comprehensive income - - 1,753 - - 1,753
Total comprehensive income for
the period - 7.561 1,753 - (4,406) 4,908
Transactions with owners in their
capacity as owners:
Dividend paid - (5,991) - - - (5.991)
At 30 June 2010 4,509 61,921 1,529 457 (127) 68,289




STATEMENT OF CHANGES IN EQUITY (CONTINUED)

For the year ended 30 June 2010

PHOSPHATE RESOURCES LIMITED
At 1 July 2008
Profit for the period

Other comprehensive income
Total comprehensive income for the period

Transactions with owners in their capacity as owners:

Dividend paid
At 30 June 2009

At 1 July 2009

Profit for the period
Other comprehensive income
Total comprehensive income for the period

Transactions with owners in their capacity as owners:

Dividend paid
At 30 June 2010

-10 -

Contributed Retained Shqre Total
equity earnings Option
Reserve

$'000s $'000s $’000s $’000s
4,509 20,607 457 25,573
- 48,609 48,609
- 48,609 48,609
- (2.756) (2.756)
4,509 59,460 457 64,426
4,509 59,460 457 64,426
- 5,696 5,696
- 5,696 5,696
(5.991) (5991)
4,509 59,165 457 64,131




CASH FLOW STATEMENT

For the year ended 30 June 2010

Consolidated

Phosphate Resources

Limited
2010 2009 2010 2009
Notes $'000s $'000s $'000s $'000s
CASH FLOWS FROM OPERATING
ACTIVITIES
Receipts from customers 77,460 138,425 66,959 135,589
Payments to suppliers and
employees (60,566) (73,243) (53,039) (69.870)
Interest received 807 1,057 778 994
Grantincome - - - -
Finance costs paid (2) (320) - (318)
Income tax paid (8,653) (17,395) (5,997) (17,235)
NET CASH FLOWS FROM OPERATING
ACTIVITIES 24(q) 9.046 48,524 8,701 49,160
CASH FLOWS FROM INVESTING
ACTIVITIES
Increase in term deposit (6.070) (6.561) (6.025) (6.153)
Proceeds from disposal of property,
plant and equipment 30 - 30 -
Payments for acquisition of property,
plant and equipment (993) (6.960) (1.118) (6.139)
Payment for purchase of subsidiary - (6,401) - -
NET CASH FLOWS USED IN INVESTING
ACTIVITIES (7.033) (19,922) (7.113) (12,292)
CASH FLOWS FROM FINANCING
ACTIVITIES
Proceeds from / (repayment of)
borrowings 526 (616) 526 -
Finance lease principal paid (516) (265) (502) (259)
Sale and lease back 3,612 - 3,612 -
Loans to subsidiaries - - - (8.426)
Equity dividend paid (5.991) (2.756) (5.991) (2.756)
NET CASH FLOWS USED IN FINANCING
ACTIVITIES (2.369) (10,637) (2,355) (18,441)
NET INCREASE/(DECREASE) IN CASH
AND CASH EQUIVALENTS (356) 17,965 (767) 18,427
Cash and cash equivalents at
beginning of period 24,126 6,161 22,885 4,458
CASH AND CASH EQUIVALENTS AT
END OF PERIOD 24(b) 23,770 24,126 22,118 22,885
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

1. CORPORATE INFORMATION
The financial report of Phosphate Resources Limited for the year ended 30 June 2010 was
authorised for issue in accordance with a resolution of the directors on 9 September 2010.

Phosphate Resources Limited (the parent) is a company limited by shares and incorporated in
Australia. The nature of the operations and principal activities of the Group are described in the
Directors' Report.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

The financial report is a general-purpose financial report which has been prepared in accordance
with the requirements of the Corporations Act 2001, Australian Accounting Standards and other
authoritive pronouncements of the Australian Accounting Standards Board. The financial report
has also been prepared on a historical cost basis except for derivatives which have been
measured at fair value.

The financial report is presented in Australian dollars and all values are rounded to the nearest
thousand dollars (*$'000"), unless otherwise stated.

(a) Compliance with IFRS

The financial report complies with Australian Accounting Standards and International Financial
Reporting Standards (IFRS).

(b) New accounting standards and interpretations

(i)  Changes in accounting policy and disclosures.

The accounting policies adopted are consistent with those of the previous financial year
except as follows:

The group has adopted the following new and amended Australian Accounting Standards
and AASB interpretations as of 1 July 2009.

AASB 7 Financial Instruments: Disclosures effective 1 January 2009
AASB 101 (Revised) Presentation of Financial Statements and consequential amendments
to other Australian Accounting Standards effective 1 January 2009

e AASB 2008-5 and AASB 2008-6 Annual Improvement Plan effective 1 January 2009

e AASB 123 (Revised) and AASB 2007-6 Borrowing cost and consequential amendments to
other Australian Accounting Standards effective 1 January 2009
AASB 3 (Revised) Business Combination effective 1 July 2009
AASB 127 (Revised) Consolidated and Separate Financial Statements effective 1 July 2009

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

AASB 7 Financial Instruments: Disclosures

The amended Standard requires additional disclosures about fair value measurement and
liquidity risk. Fair value measurements related to all financial instruments recognised and
measured at fair value are to be disclosed by source of inputs using a three level fair value
hierarchy, by class. In addition, a reconciliation between the beginning and ending balance
for level 3 fair value measurements is now required, as well as significant transfers between
levels in the fair value hierarchy. The amendments also clarify the requirements for liquidity risk
disclosures with respect to derivative fransactions and assets used for liquidity management.
The fair value measurement disclosures are presented in Note 10.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) New accounting standards and interpretations (continued)

AASB 101 (Revised) Presentation of Financial Statements

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

AASB 2008-5 and AASB 2008-6 Annual Improvements Project

In May 2008 09 the AASB issued omnibus of amendments fo its Standards as part of the Annual
Improvements Project, primarily with a view to removing inconsistencies and clarifying wording.
There are separate fransitional provisions and application dates for each amendment.

AASB 123 (Revised) and AASB 2007-6 Borrowing cost

The amendments to AASB 123 require that all borrowing costs associated with a qualifying
asset be capitalised.

AASB 3 (Revised) Business Combination

The revised standard infroduces a number of changes to the accounting for business
combinations, the most significant of which allows entities a choice for each business
combination entered into — to measure a non-conftrolling interest (formerly a minority interest) in
the acquiree either at its fair value or at its proportionate interest in the acquiree’s net assets.
This choice will effectively result in recognising goodwill relating to 100% of the business
(applying the fair value option) or recognising goodwill relating to the percentage interest
acquired. The changes apply prospectively.

AASB 127 (Revised) Consolidated and Separate Financial Statements
Under the revised standard, a change in the ownership interest of a subsidiary (that does not
result in loss of conftrol) will be accounted for as an equity fransaction.

The adoption of the amendments resulted in no changes to accounting policies and did not
have any impact on the financial position or performance of the group.

(i) Accounting Standards and Interpretations issued but not yet effective.
Australian Accounting Standards and interpretations that have recently been issued or
amended but are not yet effective have not been adopted for the annual reporting period
ended 30 June 2010. These are outlined in the table below:

Reference | Title Summary Applica- Impact on group's | Applica-
tion date of | financial report tion date
standard for

Group

AASB 1 January The Group has not | 1 July

2009-5 2010 yet determined 2010

the extent of the
impact of the
amendments, if
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Reference

Title

Further
Amendments
to Australian
Accounting
Standards
arising from the
Annual
Improvements
Project

[AASB 5,8, 101,
107,117, 118,
136 & 139]

Further
Amendments
to Australian
Accounting
Standards
arising from the
Annual
Improvements
Project

[AASB 5, 8, 101,

107,117,118,
136 & 139]

any.

Summary Applica- Impact on group's
tion date of | financial report
standard

The amendments to some
Standards result in
accounting changes for
presentation, recognition
or measurement purposes,
while some amendments
that relate to terminology
and editorial changes are
expected to have no or
minimal effect on
accounting except for the
following:

The amendment to AASB
117 removes the specific
guidance on classifying
land as a lease so that
only the general guidance
remains. Assessing land
leases based on the
general criteria may result
in more land leases being
classified as finance leases
and if so, the type of asset
which is to be recorded
(infangible vs. property,
plant and equipment)
needs fo be determined.

The amendment to AASB
101 stipulates that the
terms of a liability that
could result, at anytime, in
its settlement by the
issuance of equity
instruments at the option
of the counterparty do not
affect its classification.

The amendment to AASB
107 explicitly states that
only expenditure that
results in a recognised
asset can be classified as
a cash flow from investing
activities.

The amendment to AASB
118 provides additional
guidance fo determine
whether an entity is acting
as a principal or as an
agent. The features

- 14-

Applica-
tion date
for
Group



NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Reference

Title

indicating an entity is

Summary Applica- Impact on group's
tion date of | financial report
standard

acting as a principal are

whether the entity:

» has primary
responsibility for
providing the goods or
service;

» has inventory risk;

» has discretion in
establishing prices;

bears the credit risk.

The amendment to AASB
136 clarifies that the
largest unit permitted for
allocating goodwill
acquired in a business
combination is the
operating segment, as
defined in IFRS 8 before
aggregation for reporting
purposes.

The main change to AASB
139 clarifies that a
prepayment option is
considered closely related
to the host contract when
the exercise price of a
prepayment option
reimburses the lender up
to the approximate
present value of lost
interest for the remaining
term of the host confract.

The other changes clarify
the scope exemption for
business combination
confracts and provide
clarification in relation to
accounting for cash flow
hedges.

-15-
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tion date
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Group



NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Reference

AASB 9

Title

Financial
Instruments

Summary Applica- Impact on

tion date of  Company's

standard financial report
AASB 9 includes 1 January The Group has not
requirements for the 2013 yet determined
classification and the extent of the
measurement of financial impact of the
assets resulting from the amendments, if
first part of Phase 1 of the any.

IASB’s project to replace
IAS 39 Financial
Instruments: Recognition
and Measurement (AASB
139 Financial Instruments:
Recognition and
Measurement).

These requirements
improve and simplify the
approach for classification
and measurement of
financial assets compared
with the requirements of
AASB 139. The main
changes from AASB 139
are described below.

(a) Financial assets are
classified based on
(1) the objective of
the entity’s business
model for managing
the financial assefs;
(2) the characteristics
of the contfractual
cash flows. This
replaces the
numerous categories
of financial assefts in
AASB 139, each of
which had its own
classification criteria.
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Applica-
tion date
for
Group

1
January
2013



NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Reference | Title Summary Applica- Impact on Applica-
tion date of | Company's tion date
standard financial report for

Group

(b) AASB 9 allows an
irevocable election
on initial recognition
to present gains and
losses on investments
in equity instruments
that are not held for
frading in other
comprehensive
income. Dividends in
respect of these
investments that are
aretfurn on
investment can be
recognised in profit or
loss and there is no
impairment or
recycling on disposal
of the instrument.

Financial assetfs can be
designated and measured
at fair value through profit
or loss at initial recognition
if doing so eliminates or
significantly reduces a
measurement or
recognition inconsistency
that would arise from
measuring assets or
liabilities, or recognising
the gains and losses on
them, on different bases.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Reference

AASB
2009-11

Title

Amendments
to Australian
Accounting
Standards
arising from
AASB 9

[AASB 1,3, 4, 5,

7,101,102,
108,112,118,
121,127,128,
131, 132, 136,
139, 1023 &
1038 and
Interpretations
10 & 12]

Summary Applica-
tion date of
standard

The revised Standard 1 January

infroduces a number of 2013

changes to the
accounting for financial
assets, the most significant
of which includes:

» two categories for
financial assets being
amortised cost or fair
value

» removal of the
requirement to separate
embedded derivatives
in financial assets

» strict requirements to
determine which
financial assetfs can be
classified as amortised
cost or fair value,
Financial assets can
only be classified as
amortised cost if (a) the
confractual cash flows
from the instrument
represent principal and
interest and (b) the
entity’s purpose for
holding the instfrument is
to collect the
confractual cash flows

» an option for
investments in equity
instruments which are
not held for frading to
recognise fair value
changes through other
comprehensive income
with no impairment
testing and no recycling
through profit or loss on
derecognition

» reclassifications
between amortised cost
and fair value no longer
permitted unless the
entity’s business model
for holding the asset
changes
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Impact on
Company's
financial report

The Group has not
yet deftermined
the extent of the
impact of the
amendments, if
any.

Applica-
tion date
for
Group

1
January
2013



NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Reference

AASB 124
(Revised)

Title

Related Party
Disclosures
(December
2009)

Summary

» changes to the
accounting and
addifional disclosures for
equity instfruments
classified as fair value
through other
comprehensive income

The revised AASB 124
simplifies the definition of a
related party, clarifying ifs
intended meaning and
eliminating inconsistencies
from the definition,
including:

(a)

(o)

the definition now
identifies a subsidiary
and an associate
with the same
investor as related
parties of each other;
entities significantly
influenced by one
person and entities
significantly
influenced by a close
member of the family
of that person are no
longer related parties
of each other; and

the definition now
identfifies that,
whenever a person or
entity has both joint
control over a
second entity and
joint conftrol or
significant influence
over a third party, the
second and third
entities are related to
each other.
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Applica-

tion date of

standard

1 January
2011

Impact on
Company's
financial report

The Group has not
yet deftermined
the extent of the
impact of the
amendments, if
any.

Applica-
tion date
for
Group

1
January
2011



NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Reference

AASB
2009-12

AASB
2010-1

Title

Amendments
to Australian
Accounting
Standards
[AASBs 5, 8,
108, 110, 112,
119,133,137,
139, 1023 &
1031 and
Interpretations
2,4,16,1039 &
1052]

Amendments
to Australian
Accounting
Standards -
Limited
Exemption
from
Comparative
AASB 7
Disclosures for
First-time

Summary Applica-

tion date of

standard

A parfial exemption is also
provided from the
disclosure requirements for
government-related
entifies. Enfities that are
related by virtue of being
controlled by the same
government can provide
reduced related party
disclosures.

1 January
2011

This amendment makes
numerous ediforial
changes to a range of
Australian Accounting
Standards and
Interpretations.

In particular, it amends
AASB 8 Operating
Segments to require an
entity o exercise
judgement in assessing
whether a government
and enfities known to be
under the control of that
government are
considered a single
customer for the purposes
of certain operating
segment disclosures. It
also makes numerous
editorial amendments to a
range of Australian
Accounting Standards
and Inferpretations,
including amendments to
reflect changes made to
the text of IFRSs by the
IASB.

First-time adopters of
Australion Accounting
Standards are permitted
to use the same transition
provisions permitted for
existing preparers of
financial statements
prepared in accordance
with Australian Accounting
Standards that are
included in AASB 2009-2.

1 July 2010
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Impact on
Company's
financial report

The Group has not
yet defermined
the extent of the
impact of the
amendments, if
any.

The Group has not
yet defermined
the extent of the
impact of the
amendments, if
any.

Applica-
tion date
for
Group

1
January
2011

1 July
2010



NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Reference

AASB
2010-4

Adopters
Title

Further
Amendments
to Australian
Accounting
Standards
arising from the
Annual
Improvements
Project [AASB
1, AASB 7,
AASB 101,
AASB 134 and
Interpretation
13]

Summary

Emphasises the interaction
between quantitative and
qualitative AASB 7
disclosures and the nature
and extent of risks
associated with financial
instfruments.

Clarifies that an entity will
present an analysis of
other comprehensive
income for each
component of equity,
either in the statement of
changes in equity or in the
notes to the financial
statements.

Provides guidance to
illustrate how to apply
disclosure principles in
AASB 134 for significant
events and fransactions

Clarify that when the fair
value of award credits is
measured based on the
value of the awards for
which they could be
redeemed, the amount of
discounts or incenftives
otherwise granted to
customers not
participating in the award
credit scheme, is to be
taken intfo account.
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Applica-
tion date of
standard

1 January
2011

Impact on
Company's
financial report

The Group has not
yet determined
the extent of the
impact of the
amendments, if
any.

Applica-
tion date
for
Group

1 July
2011



NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(c) Basis of consolidation

A controlled entity is any entity Phosphate Resources Limited has the power to conftrol the financial
and operating policies of so as to obtain benefits from its activities.

All confrolled entities have a June financial year-end with the exception of the companies
domiciled in China which have a December year-end.

All intfer-company balances and fransactions between entities in the economic entity, including
any unrealised profits or losses, have been eliminated on consolidation. Accounting policies of
subsidiaries have been changed where necessary to ensure consistencies with those policies
applied by the parent entity.

Subsidiaries are fully consolidated from the date on which control is obtained by the Group and
cease to be consolidated from the date on which control is fransferred out of the Group.
Investments in subsidiaries held by Phosphate Resources Limited are accounted for at cost

in the separate financial statements of the parent entity.

Where conftrolled entities have entered or left the economic entity during the year, their operating
results have been included/excluded from the date confrol was obtained or until the date conftrol
ceased.

(d) Income tax

The charge for current income tax expense is based on the profit for the year adjusted for any non-
assessable or disallowed items. It is calculated using tax rates that have been enacted or are
substantively enacted by the balance sheet date.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary
differences arising between the tax bases of assets and liabilities and their carrying amounts in the
financial statements. No deferred income tax will be recognised from the initial recognition of an
asset or liability, excluding a business combination, where there is no effect on accounting or
taxable profit or loss.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset
is realised or liability is settled. Deferred tax is credited in the income statement except where it
relates to items that may be credited directly to equity, in which case the deferred tax is adjusted
directly against equity.

Deferred income tax assets are recognised to the extent that it is probable that future tax profits will
be available against which deductible temporary differences can be utilised. Unrecognised
deferred income tax assets are reassessed at each balance sheet date and are recognised to the
extent that it has become probable that future taxable profit will allow the deferred tax asset to be
recovered.

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

(e) Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of mining stocks
includes direct materials, direct labour, fransportation costs and variable and fixed overhead costs
relating to mining activities. Overheads are applied on the basis of normal operating capacity.
Costs are assigned on the basis of weighted average costs.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated
costs of completion and the estimated costs necessary fo make the sale.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(f) Property, plant and equipment

Each class of property, plant and equipment is carried at cost less accumulated depreciation and
any impairment losses.

Property

Freehold land and buildings are measured at cost less accumulated depreciation on buildings.

Plant and equipment

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

The carrying amount of plant and equipment is reviewed annually by the directors to ensure it is not
in excess of the recoverable amount from these assets (refer to note 2(l) for accounting policy on
recoverable amount).

The cost of fixed assets constructed within the economic entity includes the cost of materials, direct
labour, borrowing costs and an appropriate proportion of fixed and variable overheads.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate only when it is probable that future economic benefits associated with the item will
flow to the group and the cost of the item can be measured reliably. All other repairs and
maintenance are charged to the income statement during the financial period in which they are
incurred.

Depreciation

The depreciable amount of all fixed assets including building and capitalised lease assets, but
excluding freehold land are depreciated on a straight line or diminishing balance basis over their
useful lives fo the economic entity commencing from the time the asset is held ready for use.
Leasehold improvements are depreciated over the shorter of either the unexpired period of the
lease or the estimated useful lives of the improvements. The depreciation rates used for each class
of depreciation assefts are:

Class of Fixed Asset Depreciation Rate

Leasehold and strata title properties Shorter of the
lease and 2%

Plant and equipment under lease:

- the shorter of the lease term and life span 20 - 30%
Plant and equipment 13 - 40%
Mine properties Life of mine

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

Gains and losses on disposals are determined by comparing proceeds with the carrying amount.
These gains and losses are included in the income statement.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(g) Mining tenements and exploration expenditure

Costs incurred during exploration and evaluation activities related to an area of interest are
accumulated at cost.

Such costs are only carried forward to the extent that they are expected to be recouped through
the successful development of the area of interest, or alternatively its sale, or where 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 operations are continuing.

Accumulated costs in relation to abandoned areas of interest are written off in full in the year in
which the decision fo abandon the area is made.

A regular review is undertaken of each area of interest to determine the appropriateness of
continuing fo carry forward costs in relation to that area of interest.

(h)  Mine properties

Costs incurred prior to the start up of operations or mining assets acquired are accumulated at
cost. Such costs are only carried forward to the extent that they are expected to be recouped
through the successful exploitation of the known reserves.

Impairment

The carrying amount of mine properties is reviewed annually by the directors o ensure it is not in
excess of the recoverable amount of these assets (refer to note 2(I) for accounting policy on
recoverable amount).

(i) Restoration

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

If the effect of the time value of money is material, the amounts are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the time
value of money and, where appropriate, the risks specific to the liability.

The amortisation or ‘unwinding’ of the discount applied in establishing the net present value of
provision is charged to the income statement in each accounting period, and is disclosed as a
financing cost.

Other changes in the measurement of an existing restoration obligation that result from changes in

the estimated timing or amount of future costs, or a change in the discount rate, are recognised as
an adjustment to production costs included in cost of goods sold.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

) Leases

Leases of fixed assets where substantially all the risks and benefits incidental to the ownership of the
assef, but not the legal ownership that are tfransferred to entities in the economic entity are
classified as finance leases.

Finance leases are capitalised by recording an asset and a liability at the lower of the amounts
equal to the fair value of the leased property or the present value of the minimum lease payments,
including any guaranteed residual values. Lease payments are allocated between the reduction
of the lease liability and the lease interest expense for the period.

Leased assets are depreciated on a straight-line basis over their estimated useful lives where it is
likely that the economic entity will obtain ownership of the asset or over the term of the lease.

Lease payments of operating leases, where substantially all the risks and benefits remain with the
lessor, are charged as expenses in the periods in which they are incurred.

Lease incentives under operating leases are recognised as a liability and amortised on a straight-
line basis over the life of the lease term.

(k) Derivative financial instruments

Derivative financial instruments are used by the Group to provide an economic hedge of exposures
to exchange rates. The consolidated entity does not apply hedge accounting and accordingly all
fair value movements on derivative financial instruments are recognised in the Income Statement.

Derivative financial instruments are stated at fair value on the date a derivative contract is entered
info and are subsequently remeasured to their fair value at each reporting date. Derivatives are
carried as assets when their fair value is positive and as liabilities when their fair value is negative.
The resulting gain or loss is recognised in profit or loss immediately.

The fair values of forward currency contracts are calculated by reference to current forward
exchange rates for confracts with similar maturity profiles.

(0] Impairment of non-financial assets other than goodwill

At each reporting date, the company assesses whether there is any indication that an asset may
be impaired. Where an indicator of impairment exists, the Company makes a formal estimate of
recoverable amount. Where the carrying amount of an asset exceeds its recoverable amount the
asset is considered impaired and is written down to its recoverable amount.

Recoverable amount is the greater of fair value less costs to sell and value in use. It is determined
for an individual asset, unless the asset’s value in use cannot be estimated to be close tfo its fair
value less costs to sell and it does not generate cash inflows that are largely independent of those
from other assets or groups of assets, in which case, the recoverable amount is determined for the
cash-generating unit fo which the asset belongs.

In assessing value in use, the estimated future cash flows are discounted to their present value using

a pre tax discount rate that reflects current market assessments of the time value of money and the
risks specific to the asset.
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For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(m) Intangibles

Goodwill

Goodwill is initially recorded af the amount by which the purchase price for a business or for an
ownership interest in a controlled entity exceeds the fair value attributed to the identifiable net
assefs af the date of acquisition.

Following initial recognition, goodwill is measured at cost less any accumulated impairment losses.

Goodwill is reviewed for impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired. Impairment losses recognised for
goodwill are not subsequently reversed.

Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to the
enfity sold.

Research and Development

Expenditure during the research phase of a project is recognised as an expense when incurred.
Development costs are capitalised only when technical feasibility studies indicate that the project
will deliver future economic benefits and these benefits can be measured reliably.

(n) Foreign currency transactions and balances
Functional and presentation currency

The functional currency of each of the group’s entities is determined by reference to the currency
of the primary economic environment in which that entity operates. The consolidated financial
statements are presented in Australian dollars which is the parent entity’s functional and
presentation currency.

Transactions and balances

Foreign currency transactions are franslated into the functional currency using the exchange rates
prevailing at the date of the transaction. Foreign currency monetary items are translated at the
year-end exchange rate. Non-monetary items measured at historical cost continue to be carried
at the exchange rate at the date of the transaction. Non-monetary items measured at fair value
are reported at the exchange rate at the date when fair values were determined.

Exchange differences arising on the translation of monetary items are recognised in the income
statement.

Exchange differences arising on the translation of non-monetary items are recognised directly in
equity to the extent that the gain or loss is directly recognised in equity, otherwise the exchange
difference is recognised in the income statement.

Group companies

The financial results and position of foreign operations whose functional currency is different from
the group's presentation currency are translated as follows:

e Assets and liabilities are franslated at year-end exchange rates prevailing at that reporting
date.

e |Income and expenses are translated at average exchange rates for the period.

Exchange differences arising on translation of foreign operations are fransferred directly to the
group’s foreign currency translation reserve in the balance sheet. These differences are recognised
in the income statement in the period in which the operation is disposed.
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For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(o) Cash and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with banks, other short-
term highly liquid investments with original maturities of three months or less, and bank overdrafts.
Bank overdrafts are shown within short-term borrowings in current liabilities on the balance sheet.

(p) Trade and other receivables

Trade receivables, which generally have 30 to 90 day terms, are carried at nominal amounts due
less an allowance for any uncollectible amounts. An allowance for doubtful debts is made when
there is objective evidence that the Group will not be able to collect the debts. Bad debts are
written-off when identified.

Receivables from related parties are recognised and carried at the nominal amount due. An
estimate for doubtful debts is determined based on the net assets of the related party.

(q) Trade and other payables

Trade payables and other payables are carried at amortised costs and represent liabilities for goods
and services provided to the Group prior to the end of the financial year that are unpaid and arise
when the Group becomes obliged to make future payments in respect of the purchase of these
goods and services.

(r) Revenue

Sale of goods
Revenue is recognised when there has been a passing of the significant risks and rewards of
ownership, which means the following:
® The productisin a form suitable for delivery and no further processing is required by or on
behalf of the consolidated entity;
® The quantity and quality of the product can be determined with reasonable accuracy;
The product has been despatched to the customer and is no longer under the physical
conftrol of the consolidated entity;
The selling price can be measured reliably;
e |tis probable that the economic benefits associated with the fransaction will flow to the
consolidated entity; and
e The costsincurred, or expected o be incurred, in respect of the transaction can be
measured reliably.

Interest

Revenue is recognised as the Interest accrues using the effective interest rate method (which is the
rate that exactly discounts estimated future cash receipts through the expected life of the financial
instrument to the net carrying amount of the financial asset).

Rendering of services

Revenue from a confract to provide services is recognised by reference to the stage of completion
of the contract.

Dividends
Revenue is recognised when the right fo receive a dividend has been established.
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For the year ended 30 June 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(s) Government grants

Government grants are recognised when there is reasonable assurance that the grant will be
received and all aftaching conditions will be complied with.

When the grant relates to an expense item, it is recognised as income over the periods necessary to
match the grant on a systematic basis to the costs that it is intended to compensate.

When the grant relates to an asset, the fair value is credited to a deferred income account and is
released to the income statement over the expected useful life of the relevant asset by equal
annual instalments.

(1) Employee benefits

Provision is made for the company’s liability for employee benefits arising from services rendered by
employees up until balance date. Employee benefits that are expected to be settled within one
year have been measured at the amounts expected to be paid when the liability is settled, plus
related on-costs. Employee benefits payable later than one year have been measured at the
present value of the estimated future cash outflows to be made for those benefits.

(u) Provisions

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

(v) Borrowing costs

Borrowing costs directly atfributable to the acquisition, construction or production of assefs that
necessarily take a substantial period of time to prepare for their infended use or sale, are added to
the cost of those assets, unfil such fime as the assets are substantially ready for their intended use or
sale.

All other borrowing costs are recognised in income during the period in which they are incurred.
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3.

For the year ended 30 June 2010

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group'’s principal financial instruments comprise receivables, payables, finance leases, cash
and short-term deposits, long-term deposits and foreign exchange derivatives.

Market, liquidity and credit risk (including foreign exchange, commodity price and interest rate
risk) arise in the normal course of the Group's business.

The Group manages its exposure to key financial risks, including interest rate, currency and
commodity risk in accordance with the Group's risk management procedures. The overall
objective of these procedures is to:

. Ensure that net cash flows are sufficient to meet all financial commitments as and when
they fall due.

. Support the delivery of the Group's financial targets whilst protecting future financial
security.

. Minimise the potential adverse effects resulting from volatility on financial markets.

The Group continually monitors its forecast financial position against these criteria.

Itis, and has been throughout the period under review, Group policy that no speculative trading
in financial instruments be undertaken.

Risk Exposures and Responses

a) Creditrisk

Credit risk is the risk that a confracting entity will not complete its obligation under a financial
instrument that will result in a financial loss to the Group. The carrying amount of financial assets
represents the maximum credit exposure.

Financial instruments that potentially subject the consolidated entity to concentrations of credit
risk consist principally of cash deposits and receivables. The Group places its cash deposits and
derivatives with high credit-quality financial institutions. Receivables balances are monitored on
an ongoing basis with the results that the Parent’s and Group's exposure to bad debfts is not
significant.

There are no significant concentrations of credit risk within the Group.

b) Market risk

i) Interest rate risk
The Group's does not have significant interest bearing liabilities. Interest rate risk on cash
and short term deposits is not considered to be a material risk due fo the short term nature

of these financial instruments.

As the interest rates for term deposits are fixed and there is no material risk for interest
bearing assets, a sensitivity analysis has not been prepared.
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For the year ended 30 June 2010
3. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

c) Liquidity risk

The Group's liquidity position is managed to ensure that sufficient funds are available to
meet its financial commitments in a fimely and cost effective manner.

Management monitors the Group'’s liquidity reserve on the basis of expected cash flow. The
table below reflects a balanced view of cash inflows and outflows and shows the implied risk
based on those values. Trade payables and other financial liabilities originate from the
financing of assets used in the Group's ongoing operations. These assets are considered in
the Group's overall liquidity risk.

Management conftinually reviews the Group liquidity position including cash flow forecasts to

determine the forecast liquidity position and maintain appropriate liquidity levels.

Maturity analysis of financial assets and liabilities based on management’s expectation

Consolidated

Year ended 30 June <6 months 6-12 1-5 years >5 years Total
2010 months

$'000 $'000 $'000 $'000 $'000
Financial assets
Cash 23.770 - - 23.770
Trade and other
receivables 17,340 - - 17,340
Term deposits 22,482 - 22,482
Foreign exchange
contracts 2,596 2,442 518 5,556
Financial liabilities
Trade and other
payables 5,307 - - 5,307
Interest bearing loans
and borrowings 1,119 592 1,954 3,665
Year ended 30 June <6 months 6-12 1-5 years >5 years Total
2009 months

$'000 $'000 $'000 $'000 $'000
Financial assets
Cash 24,126 - - 24,126
Trade and other
receivables 15,338 - - 15,338
Term deposits - 16,412 - 16,412
Foreign exchange
contracts 2,889 3,193 2,817 8,899
Financial liabilities
Trade and other
payables 7.118 5,018 - 12,136
Interest bearing loans
and borrowings 43 - - 43
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For the year ended 30 June 2010
3. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

c) Liquidity risk (continued)

Parent

Year ended 30 June <6 months 6-12 1-5 years >5 years Total
2010 months

$'000 $'000 $'000 $'000 $'000
Financial assets
Cash 22,118 - - - 22,118
Trade and other
receivables 15,155 - - - 15,115
Term deposits - - 21,557 - 21,557
Foreign exchange
contracts 2,596 2,442 518 5,556
Financial liabilities
Trade and other
payables 2,743 2,743
Interest bearing loans
and borrowings 1,119 592 1,954 3,665
Year ended 30 June <6 months 6-12 1-5 years >5 years Total
2009 months

$'000 $'000 $'000 $'000 $'000
Financial assets
Cash 22,885 - - - 22,885
Trade and other
receivables 13,726 - - 9.715 23,441
Term deposits - - 15,532 - 15,532
Foreign exchange
contracts 2,889 3,193 2,817 - 8,899
Financial liabilities
Trade and other
payables 4,351 4,893 - - 9,244
Interest bearing loans
and borrowings 28 - - - 28
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For the year ended 30 June 2010
3. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

d) Derivative instruments

The Group's future revenues are exposed to movements in foreign exchange rates,
particularly the US dollar/Australian dollar rate. The Group may from fime to time enter into
foreign exchange derivative instruments to manage this exposure.

The Group has, as outlined in note 10, forward currency contracts designated as held for
trading that are subject to fair value movements through profit or loss as foreign exchange
rates move.

At 30 June 2010, had the Australian Dollar moved, as illustrated in the table below, with all
other variables held constant, post tax profit and equity would have been affected as

follows:

Judgements of reasonably Post tax profit Equity

possible movements: Higher/Lower Higher/Lower
2010 2009 2010 2009
$'000s $'000s $'000s $'000s

Consolidated

AUD/USD + 10% (4.876) (7.509) (4,876) (7.509)

AUD/USD - 10% 5,360 6,143 5,360 6,143

Parent

AUD/USD + 10% (4.876) (7.509) (4.876) (7.509)

AUD/USD - 10% 5,360 6,143 5,360 6,143

Management believe the balance date risk exposures are representative of the risk
exposure inherent in the financial instruments.

e) Fair values

The Directors have performed a review of the financial assets and liabilities as at 30 June
2010 and have concluded that the fair value of those assets and liabilities are not materially
different to book values. The methods and assumptions used to estimate the fair value of
financial instruments were:

+ Cash - The carrying amount is fair value due to the liquid nature of these assets.

+ Receivables/payables - due to the short term nature of these financial rights and
obligations, and/or market interest received/paid, their carrying values are estimated
to represent their fair values.

« Derivatives - The fair values of forward currency contracts are calculated by reference
fo current forward exchange rates for contracts with similar maturity profiles.

+ Finance lease liability — The fair value is the present value of minimum lease payments.
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For the year ended 30 June 2010

4. JUDGEMENTS IN APPLYING ACCOUNTING POLICIES AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

(i) Significant accounting judgements

In the process of applying the Group's accounting policies, management has made the following
judgements, apart from those involving estimations, which have the most significant effect on the
amounts recognised in the financial statements.

Assessment of mine life on Christmas Island
The Financial statements have been prepared on the basis that the resource supports continued
operations for at least 5 years on the current market parameters and expectations.

Determination of mineral resources and ore reserves

The Group's policy for estimating its mineral resources and ore reserves requires that the Australian
Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves 2004 (the ‘JORC
code’) be used as a minimum standard. The information on mineral resources and ore reserves
were prepared by or under the supervision of Competent Persons as defined in the JORC code.
The amounts presented are based on the mineral resources and ore reserves determined under the
JORC code.

There are numerous uncertainties inherent in estimating mineral resources and ore reserves and
assumptions that are valid at the time of estimation may change significantly when new information
becomes available.

Changes in the forecast prices of commodities, exchange rates or production costs may change

the economic status of resources and may, ultimately, result in the resources being restated. Such
changes in resources could impact on depreciation and amortisation rates, asset carrying values

and provisions for decommissioning and restoration.

The carrying amounts of certain assets and liabilities are often determined based on estimates and
assumptions of future events. The key estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of certain assets and liabilities within the
next annual reporting period are:

Impairment of property, plant and equipment

Property, plant and equipment is reviewed for impairment if there is any indication that the carrying
amount may not be recoverable. Where a review for impairment is conducted, the recoverable
amount is assessed by reference to the higher of ‘value in use’ (being the net present value of
expected future cash flows of the relevant cash generating unit) and ‘fair value less costs to sell’.

In determining value in use, future cash flows are based on:

° Estimates of the quantities of ore reserves and mineral resources;
° Future production levels;

° Future commodity prices and foreign exchange rates; and

. Future cash costs of production and capital expenditure.

Variations to the expected future cash flows, and the timing thereof, could result in significant
changes to any impairment losses recognised, if any, which could in turn impact future financial
results.

Provisions for decommissioning and restoration costs

Decommissioning and restoration costs are a normal consequence of mining and the majority of
this expenditure is incurred at the end of a mine’s life. In determining an appropriate level of
provision consideration is given o the expected future costs to be incurred, the timing of these
expected future costs (largely dependent on the life of the mine), the appropriateness of the
discount rate and the estimated future level of inflation.
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For the year ended 30 June 2010

4, JUDGEMENTS IN APPLYING ACCOUNTING POLICIES AND KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

(ii) Significant accounting estimates and assumptions

The ultimate cost of decommissioning and restoration is uncertain and costs can vary in response to
many factors including changes to the relevant legal requirements or the emergence of new
restoration techniques. The expected timing of expenditure can also change, for example in
response to changes in reserves or to production rates.

Changes to any of the estimates could result in significant changes to the level of provisioning
required, which would in turn impact future financial results.
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For the year ended 30 June 2010

Consolidated Phosphate Resources
Limited
2010 2009 2010 2009
$'000s $'000s $'000s $'000s
5. REVENUES AND EXPENSES
(a) Revenue
Sale of goods
Phosphate sales 69,796 137,461 67,595 137,190
Oil sales 643 - - -
70,439 137,461 67,595 137,190
Rendering of services
Stevedoring 994 838 -
Other 8.029 3,248 793 547
Other revenue
Finance revenue - interest 807 1,057 778 994
80,269 142,604 69,166 138,731
(b) Cost of sales
Cost of production:
Production costs 32,543 25,561 29,411 26,652
Royalfies 1,082 3.464 1,082 3,464
Insurance 2,257 2,279 2,053 2,089
35,882 31,304 32,546 32,205
Shipping and marketing costs:
Shipping charges 15,129 23,834 14,013 22,736
Port charges 1,492 1,655 1,388 1,508
Levy 1,022 994 1,022 994
Commission 234 378 234 378
17.877 26,861 16,657 25,616
Depreciation:
Plant and equipment 3,134 2,394 2,434 1,954
Total cost of sales 56,893 60,559 51,637 59.775
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For the year ended 30 June 2010

Consolidated

Phosphate Resources

Limited
2010 2009 2010 2009
$'000s $'000s $'000s $'000s
5. REVENUES AND EXPENSES (Continued)
(c) Otherincome
Government grants 20 - 20 -
Net gain/(loss) on disposal of assets 42 (10) 45 10
Net foreign exchange gain 4,019 5,283 4,019 4,819
Change in net present value of
demolition provision - 956 - 956
4,081 6,229 4,084 5,785
(d) Other expenses
Government grant expendifure 2 9 2 9
Redundancy expense 612 563 460 555
Depreciation 60 751 - 344
Impairment of mine properties  (*) 7.410 4,209 - -
Administration 11,586 13,038 8,070 10,693
Bad debt expense/(recovery) 293 (68) 3,142 4,182
Net Foreign exchange loss 745 - - -
Allowance for inventory obsolescence (51) (55) (51) (55)
20,657 18,447 11,623 15,728
(e) Finance costs
Interest expense 2 308 - 307
Finance lease 1 12 - 11
Accretfion on demolition provision 600 480 600 480
603 800 600 798
(*)Impairment of mine properties
aftributable to:
Non-controlling interest 4,535 - - -
Owners of the parent 2,875 4,209 - -
7,410 4,209 - -
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For the year ended 30 June 2010

Consolidated Phosphate Resources
Limited
2010 2009 2010 2009
$'000s $'000s $'000s $'000s

6. INCOME TAX
The major components of income tax are:

Income statement
Current income tax

Current income tax charge 7,205 20,309 6,243 19,888

Adjustments in respect of current income

tax of previous years (1,289) - (1,289) -
Deferred income tax

Relating o origination and reversal of

temporary differences (4,667) 1,249 (1,260) (282)

Adjustments in respect of deferred tax of

previous years 1,793 - - -

Income tax expense reported in the income
statement 3,042 21,558 3,694 19.606

A reconciliation between tax expense and the
product of accounting profit before income tax
multiplied by the Group’s applicable income
tax rate is as follows:

Accounting profit before income tax 6,172 69,027 9,390 68,215

At the Group'’s staftutory income tax rate of 30%
(2009: 30%) 1,851 20,708 2,817 20,464

Income/expenditure not allowable for income
tax purposes:
Add:
- Adjustments in respect of current income tax

of previous years (1,289) - (1,289) -
- Expenditure not allowable for income tax

purposes 68 1,364 974 101
- Prior year adjustment in respect of temporary
difference 2,099 - 879 -
- Deferred tax asset not bought to account 313 313

- Other - (514) - (959)

Aggregate income tax expense 3,042 21,558 3,694 19,606
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For the year ended 30 June 2010

Balance Sheet

Income Statement

2010 2009 2010 2009
$'000s $'000s $'000s $'000s
6. INCOME TAX (continued)
Deferred income tax
Deferred income tax at 30 June relates to the
following:
CONSOLIDATED
Deferred tax liabilities
Consumables (242) (699) 243 (65)
Accelerated depreciation — fixed assets (637) (637) 599
Mine propertiesf (1,604) (3.372) (1.768) -
Unrealised gains (2,159) (2,648) (489) 2,223
Gross deferred income tax liabilities (4,705) (7,356)
Deferred tax assets
Provisions and accruals 3,848 3,958 110 (1.348)
Depreciation - fixed assefs 1,047 541 (506) (160)
Allowance for doubtful debt 1,620 (1,620)
Gross deferred income tax assets 6,515 4,499
Deferred tax income/(expense) (4,667) 1,249
PHOSPHATE RESOURCES LTD
Deferred tax liabilities
Consumables (235) (677) 258 (87)
Accelerated depreciation — fixed assets - (637) (511) 637
Unrealised gains (2,159) (2,670) (637) 2,247
Gross deferred income tax liabilities (3,094) (3,984)
Deferred tax assets
Provisions and accruals 3,713 5,479 1766 (2.977)
Depreciation for tax purposes 905 470 (435) (102)
Allowance for doubtful debt 1,701 (1,701)
Gross deferred income tax assets 6,319 5,949
Deferred tax income/(expense) (1,260) (282)

(i) Deferred tax liability acquired as part of business combination

This deferred tax asset will only be obtained if:

(a)  future assessable income is derived of a nature and of an amount sufficient to enable the

benefit to be realised;

(b)  the conditions for deductibility imposed by tax legislation continue to be complied with; and
(c) no changes in tax legislation adversely affect the consolidation entity in realising the benefit.
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For the year ended 30 June 2010

6. INCOME TAX (continued)

The parent entity has made non-current provisions for demolition of $ 6,904,000 (2009: $6,304,000) and for
employee redundancies of $5,349,000 (2009: $4,885,000). The future income tax benefit relating to the
provision on restoration and demolition is not probable of recovery, as it is believed that when the
provisions are required the parent entity may not have future taxable income to utilise the tax benefit. It
is opined that 65% of the provision for employee redundancy is probable of recovery on the premise that
this proportion of total employee severance will be incurred prior to mine closure.

Phosphate Resources Limited and its wholly owned controlled entities have not entered into a tax
consolidation agreement.

Consolidated Phosphate Resources
Limited
2010 2009 2010 2009
$'000s $'000s $'000s $'000s
7. DIVIDENDS
(a) Dividends proposed
— Franked dividend - - - -
(b) Dividends paid or provided for during
the year
Current year interim
— Franked dividend 5,991 9,756 5,991 9,756

Previous year final
— Franked dividend - - - -

(c) Franking credits balance

The amount of franking credits
available for the subsequent
financial year are:
— franking account balance as at
the end of the financial year at
30% (2009: 30%) 36,080 31,130
— franking credits that will arise from
the payment of income tax
payable as at the end of the
financial year 3.994 5,018

40,074 36,148

The tax rate at which paid dividends have or will be franked is 30% (2009: 30%).
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Consolidated

Phosphate Resources

Limited
2010 2009 2010 2009
$'000s $'000s $'000s $'000s
8. TRADE AND OTHER RECEIVABLES
(CURRENT)
Trade debtors 17,337 15,364 15,155 13,726
Less: allowance for doubftful debts - (26) - -
Other Debtors 3 - - -
17,340 15,338 15,155 13,726
9. INVENTORIES (CURRENT)
Consumable materials and stores 2,565 2,329 2,544 2,257
Finished goods 7.601 8,224 4,719 5,747
10,166 10,553 7.263 8,004
10. OTHER (CURRENT)
Prepayments 795 1,727 801 1,708
Forward currency contracts — held for
tradinglel 5,556 8,899 5,556 8,899
6,351 10,626 6,357 10,607

(@) Forward currency confracts — held for trading

The Group has entered into forward exchange contracts which are economic hedges but do not

saftisfy the requirements for hedge accounting.

Notional amounts

Average exchange rate

SAUD

2010 2009 2010 2009

$'000s $'000s
Sell USS/buy Australian $§
Consolidated
Sell US$ maturity O to 12 months 35,970 76,476 0.7173 0.6941
Sell US$ maturity 12 to 24 months 17,646 - 0.7820 -
Parent
Sell US$ maturity O to 12 months 35,970 76,476 0.7173 0.6941
Sell US$ maturity 12 to 24 months 17,646 - 0.7820 -

These contracts are fair valued by comparing the contracted rate to the market rates for contracts with
the same length of maturity. All movements in fair value are recognised in profit or loss in the period they
occur. The net fair value gains on foreign currency derivatives during the year were $ 4.019 million for the
Group (2009: gain of $4.819 million) and $ 4.019 million (2009: gain of $4.819 million) for the Company.
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For the year ended 30 June 2010

Consolidated Phosphate Resources
Limited
2010 2009 2010 2009
$'000s $'000s $'000s $'000s

The group uses various methods in estimating the fair value of a financial insfrument. The methods
comprise:

Level 1: the fair value is calculated using quoted price in active markets;

Level 2: the fair value is estimated using inputs other than quoted prices included in Level 1 that are
observable for the assefts or liability, either directly (as price) or indirectly (derived from prices); and

Level 3: the fair value is estimated using inputs for the assets or liability that are not based on observable
market data.

Level 1 Level 2 Level 3 Total

‘000 ‘000 ‘000 ‘000

Forward currency contracts — held for - 5,556 - 5,556
trading

- 5,556 - 5,556

Transfer between categories:
There were no fransfer between level 1 and level 2 during the year.

11.  TERM DEPOSITS (NON-CURRENT)

Trust fund term deposit 3,735 3,074 3,735 3,074
Demolition and restoration bonds 1,957 1,868 1,957 1,868
Other term deposits 16,790 11,470 15,865 10,590

22,482 16,412 21,557 15,532

Under the terms of the current Workplace Agreement between the Union of Christmas Island Workers and
Phosphate Resources Limited a frust fund term deposit to meet employee entitlements is maintained. This
trust fund may only be used to meet employee entitlements but may be drawn down as they arise. It is
supplemented by a minimum amount of $500,000 annually. The trust fund term deposit currently stands at
$3,735,308 (2009: $3,074,039). The interest earned on the term deposit of $183,751 (2009: $206,037) has
been added to the term deposit.

Other term deposits have varying maturities all greater than 12 months and earn interest at commercial
rates.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

Consolidated

Phosphate Resources

Limited
2010 2009 2010 2009
$'000s $'000s $'000s $'000s
12. OTHER RECEIVABLES
(NON-CURRENT)
Related party receivables:
loans to confrolled entities (i) - - 14,819 15,105
Less: allowance for doubtful debts ) _ (8,245) (5,390)
- - 6,574 9.715

(i) The terms and conditions of
related party fransactions are set out

in Note 26.
Consolidated Phosphate Resources
Limited
2010 2009 2010 2009
$'000s $'000s $'000s $'000s
13. OTHER FINANCIAL ASSETS
(NON-CURRENT)
Investments at cost comprise:
shares in controlled entities - 1,406 1,406
Interests in subsidiaries
Name Country of Percentage of equity Investment
Incorporation interest held by the
consolidated entity
2010 2009 2010 2009
% % $'000s  $'000s
- Cl Maintenance Services Pty Ltd {iii) Australia 100 100 - -
- Phosphate Resources Properties Pty Ltd {iii) Australia 100 100 - -
- Indian Ocean Stevedores Pty Ltd {iii) Australia 100 100 901 901
- Phosphate Resources (Singapore) Pte Lid (i) Singapore 100 100 504 504
(ii)
- Indian Ocean Oil Company Pty Ltd {iii) Australia 100 100 - -
- Indian Ocean Mechanical Services Pty Ltd Australia 100 100 - -
(iii) (iv)
- Phosphate Resources Laos Pty Ltd {iii) (iv) Australia 100 100 - -
- Phosphate Resources (China) Ltd (i) Hong Kong 100 100 1 1
- Phosphate Resources (Hau-Li) Ltd (i) (vi) Hong Kong 59.275 59.275 - -
- Phosphate Resources Plantations Pty Ltd {iii) Australia 100 - - -
(iv) (v)
- Phosphate Resources (Malaysia) Sdn Bhd (ii) Malaysia 100 - - -
(v)
- XingAo (Guizhou) Mining Consultancy Ltd (i) China 100 59.275 - -
(vi)
1,406 1,406
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NOTES TO THE FINANCIAL STATEMENTS

(i)
(ii)
(i)
(iv)

(vi)

For the year ended 30 June 2010

Unfil the 31 December 2009 Audited by Auditors other than the auditors of the chief entity.
Overseas confrolled entities carry on business in the country of incorporation.

These companies meet the definition of a small proprietary limited company as set out in the
Corporations Act 2001. Ernst & Young has not issued separate audit opinions in respect of these
entities.

Dormant company.
Incorporated in the current financial year.
These entities are indirectly owned through Phosphate Resources (China) Lid.
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For the year ended 30 June 2010

Consolidated Phosphate Resources
Limited
2010 2009 2010 2009
$'000s $'000s $000’s $'000s
14. PROPERTY, PLANT AND EQUIPMENT
Leasehold buildings
At cost 928 692 836 627
Accumulated depreciation (783) (633) (717) (582)
145 59 119 45
Land and buildings
At cost 1,237 1,237 - -
Accumulated depreciation (809) (694) - -
428 543 - -
Strata title properties
At cost 1,255 1,275 - -
Accumulated depreciation (163) (153) - -
1,092 1,122 -
Plant and equipment
At cost 46,473 45,483 41,117 40,620
Accumulated depreciation and impairment (40,364) (38,633) (37.644) (36,531)
6,109 6,850 3.473 4,089
Plant and equipment under lease
At cost 3,768 620 3,722 435
Accumulated depreciation (818) (356) (804) (319)
2,950 264 2,918 116
Construction in progress 136 3,748 136 3,742
Total property, plant and equipment
At cost 53,797 53,055 45,811 45,424
Accumulated depreciation and impairment (42,937) (40,469) (39.165) (37.432)
Net carrying amount 10,860 12,586 6,646 7.992

(a) Assets pledged as security:

Included in all balances above are assets of Phosphate Resources Limited, Phosphate Resources
Properties Pty Ltd and strata fitle properties of Phosphate Resources (Singapore) Pte Ltd over which first
and second mortgages have been granted as security. The terms of the mortgages preclude the assets
being sold or being used as security for further mortgages without the permission of the first mortgage
holder. The net book values of the assets pledged are:

Consolidated Phosphate Resources
Limited
2010 2009 2010 2009
$'000s $'000s $000's $'000s
10,166 11,876 8,121 9,410
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

14.  PROPERTY, PLANT AND EQUIPMENT (continued)

(b) Reconciliations

Reconciliations of the carrying amounts of property, plant and equipment at the beginning and end of

the current financial year.

Consolidated

Phosphate Resources

Limited
2010 2009 2010 2009
Notes $'000s $'000s $'000s $'000s
Leasehold buildings
Carrying amount at beginning 59 87 45 61
Transfer from construction in progress - 15 - 15
Additions 127 - 103 -
Disposals - - - -
Depreciation expense (41) (43) (29) (31)
145 59 119 45
Land and buildings

Carrying amount at beginning 543 653 - -
Transfer from construction in progress - 7 - -
Additions - - - -
Disposals - - - -
Depreciation expense (115) (117) - -
428 543 - -

Strata title properties
Carrying amount at beginning 1,122 1,017 - -
Impact of foreign exchange (18) 119 - -
Additions - - - -
Disposals - - - -
Depreciation expense (12) (14) - -
1,092 1,122 - -

Plant and equipment
Carrying amount at beginning 6,850 3,983 4,089 2,880
Transfer from construction in progress - 2,864 - 2,767
Impact of foreign exchange (633) 239 - -
Additions 1520 2,003 985 -
Transfer from/(to) equipment under lease 6 626 - 626
Disposals - (8) - (4)
Impairment 556 - - -
Depreciation expense (2,190) (2,857) (1,601) (2,180)
6109 6,850 3,473 4,089
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

14.  PROPERTY, PLANT AND EQUIPMENT (continued)

Consolidated Phosphate Resources
Limited
2010 2009 2010 2009

(b) Reconciliations (continued) Notes $'000s $'000s $'000s $'000s
Plant and equipment under lease
Carrying amount at beginning 264 989 116 829
Gain / (loss) on franslation of foreign
exchange (4) 22 - -
Additions - - - -
Disposals (84) (7) - -
Transfer (to)/from plant and equipment 3,606 (626) 3.606 (626)
Depreciation expense (832) (114) (804) (87)

2,950 264 2,918 116
Construction in progress
Carrying amount at beginning 3,748 408 3.742 401
Additions - 6,241 - 6,138
Disposals - - - -
Written off - (15) - (15)
Transferred to plant and equipment (3,612) (2,886) (3,606) (2,782)

136 3,748 136 3,742
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For the year ended 30 June 2010

Consolidated Phosphate Resources
Limited
2010 2009 2010 2009
Notes $'000s $'000s $'000s $'000s
15.  MINE PROPERTIES
Mine development (at cost) 5,347 13,262 - -
Carrying amount at start of year 13,262 - - -
Acquired - 11,907
Additions - - - -
Impact of foreign exchange (242) 1.714
Impairment (7,673) (359) - -
5,347 13,262 - -

(i)

Effective 1 May 2009 a subsidiary of Phosphate Resources Limited, PRL China Pty Ltd, acquired 59.275%
interest in a Phosphate mining project comprising three mines in China. The carrying value of these mine
properties is $5,347,000 as at 30 June 2010.

The mining license relating to these mine properties was due to be renewed in April 2010 by the Chinese
government, subject to consolidation of the three mines with a fourth mine owned by an independent
third party. During the year ended 30 June 2010 Chinese government has advised the Company that it
now requires the Company to conduct a driling programme in order to confirm and update resource
estimates. It renewed the license until 31 October 2010 in order for this program and revised resource
estimate to be completed.

The Chinese government has advised that once the drilling program is completed, and revised resource
estimate is available, and subject to its approval of the consolidation of the four mines, it will issue a final
mining license and resource rights for the mines.

The Directors have no reason to doubt the advice of the Chinese Government officials that the mining
license and resource rights will be extended.

The Directors believe that the current value of these mine properties reflects the fact that the licenses
are renewed only until 31 October 2010. If the licenses and resource rights are not extended, the
recoverable value of the mine properties may be impacted in the subsequent periods.

(ii)

Since the determination of the acquisition price of the phosphate mines in China, recoverable
phosphate prices have declined in the People’s Republic of China and the demand has dropped
considerably.

The mining operations remained break even for 20029/10, however extensive floods in China over past
months have limited the demand for ferfiliser products and the operation remains marginal.

The value of the mine properties has been calculated on the basis of the sale of shares of a minority

shareholder in Phosphate Resources (Hauli) Ltd, the company holding the mine properties. The
impairment charge has been allocated this year to mine development only.
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For the year ended 30 June 2010

Consolidated

Phosphate Resources

Limited
2010 2009 2010 2009

Notes $'000s $'000s $'000s $'000s
16. GOODWILL
Goodwill arising from business
combination (Note 30) - 3,337 - -
Impact of foreign exchange - 513 - -
Impairment - - -

(3.850)

The total balance of goodwill was allocated to the three phosphate mining operations forming the
cash generating unit. The recoverable amount of the goodwill relating to this CGU as at year end has

been determined as nil (refer to Note 15).

Consolidated

Phosphate
Resources Limited

2010 2009 2010 2009
Notes $'000s $'000s $'000s $'000s
17. TRADE AND OTHER PAYABLES
(CURRENT)
Trade Creditors 5,307 7,118 2,338 4,199
Controlled entity - - 405 152
5,307 7,118 2,743 4,351
18.  INTEREST-BEARING LOANS AND
BORROWINGS (CURRENT)
Insurance premium funding loan 526 - 526 -
Lease liability 29(a) 1,185 37 1,185 28
1,711 37 1,711 28
Notes Consolidated Phosphate Resources
Limited
2010 2009 2010 2009
$'000s $'000s $'000s $'000s
19. PROVISIONS (CURRENT)
Employee entitlements 2,374 5512 2,137 5,440
20. INTEREST-BEARING LOANS AND
BORROWINGS (NON-CURRENT)
Lease liabilities 29(a) 1,954 6 1,954 -
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For the year ended 30 June 2010

Consolidated Phosphate Resources
Limited
2010 2009 2010 2009
$'000s $'000s $'000s $'000s
21. PROVISIONS

(NON-CURRENT)

Redundancy (a) 5,349 4,885 4,998 4,704
Employee entitlements 2,164 1,794 1,873 1,686
7,513 6,679 6,871 6,390
Decommissioning and restoration (o) 6,904 6,304 6,904 6,304
14,417 12,983 13,775 12,694

(a) Provision for redundancy

The amounts employees are entitled to receive if made redundant in accordance with their

employment agreements are fully provided. The redundancy provision was increased by a net

amount of $464,000 during the year ended 30 June 2010 (2009: $500,000).
(b) Provision for decommissioning and

restoration

Based on the Mining Lease Agreement between the Commonwealth Government and Phosphate

Resources Limited a provision for decommissioning and restoration has been recognised for costs

associated with:

- Demolition of all improvements specified for the removal of all debris resulting from demoalition,
removal of plant and equipment and leaving the leased land in a safe, clean and tidy
condifion at the expiry of the lease.

Estimates of the decommissioning and restoration obligations are based on anticipated technology

and legal requirements and future costs, which have been discounted to their present value. In

determining the decommissioning and restoratfion provision, the enfity has assumed no significant
changes will occur in the relevant Federal and State legislation in relation to demolition or
restoration of such mines in the future.
Consolidated Phosphate Resources
Limited
$'000s $'000s
(c) Movementin provisions

Provision for decommissioning

and restoration :

Carrying amount at the

beginning of the financial year 6,304 6,304
Additional provision

Change in net present value of

provision:

- Credited to profit or loss 600 600
- Credited to related asset

Intferest charge: reduction in net

present value of provision - -

Carrying amount at the end of
the financial year 6,904 6,904
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For the year ended 30 June 2010

Consolidated and Phosphate Resources

Limited
2010 2009 2010 2009
Number on Number on
$'000s $'000s issue issue
22. CONTRIBUTED EQUITY
4,509 4,509 3,423,507 3,423,507
(a) Movements in ordinary shares on issue Number on
$'000s issue
Balance af the beginning and end of the
year 4,509 3,423,507

(b) Terms and conditions of contiributed equity

Ordinary shares

Ordinary shares have the right to receive dividends as declared and, in the event of winding up the
Company, to participate in the proceeds from the sale of all assets less payment of liabilities in proportion

to the number of fully paid shares held.

Each ordinary share entitles their holder to one vote, either in person or by proxy, at a meeting of the

Company.

Consolidated

2010 2009
$'000s $'000s

Phosphate Resources
Limited
2010 2009
$'000s $'000s

23.  RESERVES

(a) Foreign currency translation reserve

Foreign currency translation reserve

Nature and purpose of reserve

The foreign currency translation reserve is
used to record exchange differences arising

from the franslation of the financial
statements of foreign operations.

(b) Share option reserve
Share opftion reserve

Nature and purpose of reserve

The Share Option Reserve is used to record

the fair value of share based payments
provided to employees of the Group.

1,529 (224)

457 457

457 457

1,986 233

457 457
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For the year ended 30 June 2010

Consolidated

Phosphate Resources

Limited
2010 2009 2010 2009
$000 $000 $000 $000
24, CASH FLOW STATEMENT
(a) Reconciliation of the operating profit after
tax to the net cash flows from operations
Profit after tax 3,155 47,469 5,696 48,609
Non-Cash ltems
Depreciation and amortisation 3,194 3,145 2,434 1,954
Unrealised foreign exchange (gain) / loss 3,344 (7.490) 3.343 (7.490)
Gain on disposal of non-current assets - - - -
Impairment 7.410 4,209 3.142 4,182
Accretion of demolition provision 600 480 600 480
Change in net present value of demolition
provision - (256) - (956)
Changes in assets and liabilities
(Increase)/decrease in frade and other receivables (2,002) (3,189) (1,429) (2,214)
Movement in deferred tax balances (4,667) 1,644 (1,260) (282)
(Increase)/decrease in inventories 387 (2,788) 741 (1,192)
Decrease in tfrade creditors and accruals (1,811) 110 (1,608) 353
Increase in provisions (551) 4,155 (2.822) 4,170
Decrease/(increase) in prepayments 932 (784) 907 (1,107)
(Decrease)/increase in tax payable (245) 2,519 (1,043) 2,653
Net cash flow from operating activities 9,046 48,524 8,701 49,160
(b) Reconciliation of cash
Cash balance comprises:
Cash at bank 23,770 24,126 22,118 22,885

(c) The chief and economic entity have a bank overdraft facility available to the extent of $500,000
(2009: $500,000) with an opftion to increase the facility by a further $500,000 during the swell season
(December to March). The bank overdraft facility is secured against the prevailing first mortgage on the
assets of the Company. The facility was unused at year end. Average interest rate for the year was

10.2% (2009: 9.5%).
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For the year ended 30 June 2010

Consolidated Phosphate Resources
Limited
2010 2009 2010 2009
$000 $000 $000 $000
25. EMPLOYEE ENTITLEMENTS, REDUNDANCY
AND SUPERANNUATION COMMITMENTS
Employee Entitlements
The aggregate employee entitlement liability
is comprised of:
Accrued wages, salaries, bonus and on costs 1.796 5,062 1,754 5,062
Provisions (current) 2,374 5,512 2,137 5,440
Provisions (non-current) 2,164 6,679 1,873 6,390
6,334 17,253 5,764 16,892

Retirement and superannuation payments

The percentage amounts of base salaries and wages paid

fo superannuation funds by the economic

entity is 11 % (2009: 11%) for permanent employees and 9 % (2009: 9%) for casual employees. The amount
required by the Superannuation Guarantee Scheme is 9 % (2009: 9%).

26.

RELATED PARTY TRANSACTIONS

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

Other related party transactions with directors of the chief entity

(i)

(it

Mr Lai Ah Hong is the owner of property MQ 77 on Christmas Island leased to Indian Ocean
Stevedores Pty Ltd for three years ending 10 April 2011. Mr Lai Ah Hong received a total rent of
$22,187 during the year(2009: 18,200)

Mr Chan, Khye Meng is the sole proprietor of Meng Chong trading based on Christmas Island.
Meng Chong Trading provided such goods as toilet requisites and groceries totalling $ 16,282
(2009: $15,263) during the year.

Transactions with related parties in the wholly owned group

(i)

(it

(i)

(iv)

(v)

Management services are provided to Phosphate Resources Limited by Phosphate Resources
(Singapore) Pte Ltd on commercial terms. Total services provided for the year were $1,797,432
(2009: $1,742,559).

Management services are provided to Phosphate Resources Ltd by Phosphate Resources
(Malaysia) Sdn Bhd on commercial terms. Total services provided for the year was $254,430 (2009:

$Nil)

Rent was paid to Phosphate Resources Properties Pty Ltd by Phosphate Resources Limited on
normal commercial ferms and conditions. Total rent for the year was $44,200 (2009: $44,200).

Indian Ocean Oil Company Pty Ltd provides fuel to Phosphate Resources Limited under commercial
terms and conditions. Total fuel sales for the year were $6,136,103 (2009: $6,144,887).

Accounting fees were paid to Phosphate Resources Limited by Phosphate Resources Properties Pty

Ltd under commercial terms and conditions. Total accounting fees paid for the year were $1,200
(2009: $1,200)
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For the year ended 30 June 2010

26. RELATED PARTY TRANSACTIONS (continued)

Transactions with related parties in the wholly owned group (continued)

(vi) Accounting fees were paid to Phosphate Resources Limited by Indian Ocean Stevedores Pty Ltd
under commercial tferms and conditions. Total accounting fees paid for the year were $36,000
(2009: $36,000).

(vii) Accounting fees were paid to Phosphate Resources Limited by Cl Maintenance Services Pty Ltd
under commercial tferms and conditions. Total accounting fees paid for the year were $36,000
(2009: $36,000).

(viii) Accounting and management fees were paid to Phosphate Resources Limited by Indian Ocean Oil
Company Pty Ltd on normal commercial terms. Total accounting and management fees paid for
the year were $64,800 (2009: $64,800).

(ix) Stevedoring services are provided to Phosphate Resources Limited by Indian Ocean Stevedores Pty
Ltd a controlled entity, on normal commercial terms. Total services provided for the year were
$34,500 (2009: $20,000).

(x) Stevedoring services are provided to Indian Ocean Oil Company Pty Ltd by Indian Ocean
Stevedores Pty Ltd on normal commercial terms. Total services provided for the year were $1,500
(2009: $1,500).

(xi) Indian Ocean Oil Company Pty Ltd provided fuel to Indian Ocean Stevedores Pty Ltd on normal
commercial terms. Total fuel sales for the year were $6,627 (2009: $6,649).

(xii) Phosphate Resources Limited is the ultimate confrolling entity.
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For the year ended 30 June 2010

27. DIRECTOR AND EXECUTIVE DISCLOSURES

(a) Compensation by category: Key Management Personnel

Consolidated

Phosphate Resources

Limited
2010 2009 2010 2009
$ $ $ $
Short-term 3,241,421 2,035,352 2,737,090 2,035,352
Post-employment 427,869 116,816 215,918 116,816
3,669,290 2,152,168 2,953,008 2,152,168
(b) Shareholdings of Key Management Personnel (consolidated)
Fully Paid Ordinary Shares
Held at Net change Held at
30 June 2010 1 July 2009 other 30 June 2010
Directors
Clive Brown - - -
Lai Ah Hong 55,001 - 55,001
Willy Teo See Khiang (resigned on 7 January
2010) 57,350 - 57,350
Chan Khye Meng 1 - 1
Cheng Hang 55,000 - 55,000
Tony Brennan (resigned on 29 January 2010) - - -
Phuar Kong Seng (appointed 25 Nov 2009) - - -
Tee Lip Sin (appointed 25 Nov 2009) - - -
Phua Siak Yeong (appointed 9 April 2010)
Executives
Kevin Edwards 5,000 - 5,000
Alfred Chong 2,000 - 2,000
Allan Robartson 2,000 - 2,000
Total 176,352 - 176,352
Fully Paid Ordinary Shares
Held at Net change Held at
30 June 2009 1 July 2008 other 30 June 2009
Directors
Clive Brown - - -
Lai Ah Hong 55,001 - 55,001
Willy Teo See Khiang 57,350 - 57,350
Chan Khye Meng 11,001 (11,000) 1
Cheng Hang 55,000 - 55,000
Tony Brennan - - -
Executives
Kevin Edwards 5,000 - 5,000
Alfred Chong 2,000 - 2,000
Allan Robartson 2,000 - 2,000
Total 187,352 (11,000) 176,352
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For the year ended 30 June 2010

27. DIRECTOR AND EXECUTIVE DISCLOSURE (continued)

All equity transactions with key management personnel have been entered into under terms and
condifions no more favourable that those the Group would have adopted if dealing at arm’s length.

(c) Loans to key management personnel
There were no loans to key management personnel during the period.

(d) Other transactions and balances with key management personnel
There were no other transactions or balances with key management personnel.

Consolidated Phosphate Resources
Limited
2010 2009 2010 2009
$'000s $'000s $'000s $'000s

28. AUDITORS’ REMUNERATION

Amounts received or due and receivable by Ernst &
Young (Australia) for:
- audit of the financial report of the parent entity and

the consolidated entity 130 110 130 110

- review of the half year financial report of the
consolidated entity 4] 38 41 38
171 148 171 148

Amounts received or due and receivable by
related practices of Ernst & Young (Australia)
for the audit of the financial statements 53 45 - -

224 193 171 148
Amounts received or due and receivable by
auditors other than Ernst & Young for:
- an audit or review of the financial report of
a confrolled entity 1 3 - -

225 196 171 148
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Consolidated

Phosphate Resources

Limited

2010 2009 2010 2009

$'000s $'000s $'000s $'000s
29. EXPENDITURE COMMITMENTS
(a) Lease expenditure commitments
Operating leases
- not later than one year 144 192 120 125
- later than one year and not later than five

years 169 127 125 79

- fotal minimum payments 313 319 245 204

Operating leases are entered info as a means of providing residential accommodation and office
premises for Phosphate Resources Limited; residential accommodation for Indian Ocean Stevedores Pty
Ltd and office equipment for Phosphate Resources (Singapore) Pte Ltd.

Finance leases 2010 2009
Minimum Present Minimum Present
Lease Value of Lease Value of
Payments Lease Payments Lease
Payments Payments
CONSOLIDATED $’000s $’000s $’000s $’000s
Within one year 1,383 1,185 39 37
After one year but not more than five years 2,074 1,954 6 6
Total minimum lease payments 3,457 3,139 45 43
Less amounts representing future finance
charges 318 - (2) -
Present value of minimum lease payments 3,139 3,139 43 43
PARENT
Within one year 1,383 1,185 29 28
After one year but not more than five years 2,074 1,954 - -
Total minimum lease payments 3,457 3,139 29 28
Less amounts representing future finance
charges 318 - (1) -
Present value of minimum lease payments 3,139 3.139 28 28

Finance leases are entered intfo as a means of financing the acquisition of plant and equipment.

(b) The Company provides a guarantee and indemnity to the Commonwealth Government of
Australia (Commonwealth) to ensure the performance of Indian Ocean Oil Company Pty Ltd’s

obligations under the terms of a 20 year fuel lease arrangement.

(c¢) The Company has committed to undertake various environmental management targets and
objectives as detailed in the Christmas Island Phosphates Environmental Management Plan.

(d) The Company has provided a bank guarantee of $1 million to the Commonwealth Government

under the terms of the Mining Lease Agreement.

(e) The Company has capital commitments of $ Nil (2009: $2,200,000) for items of plant on order but

not yet delivered.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2010

30. BUSINESS COMBINATION

Acquisition of phosphate mining project

Effective 1 May 2009 a subsidiary of Phosphate Resources Limited, PRL China Pty Ltd, acquired a 59.275%
inferest in a phosphate mining project based in the People’s Republic of China with principal activities of
mining phosphate. The total cost of the combination was $9.266 million and was settled by way of cash.

The provisional fair value of the identifiable assets acquired as at the date of the acquisition are:

Property, plant and equipment
Mine development

Cash

Trade receivables

Inventory

Other assets

Trade payables
Other payables
Deferred tax liability

Fair value of identifiable net assets
Goodwill arising on acquisition i)

The cash outflow on acquisition is as follows:

Deposit paid in prior year
Cash paid in current year
Total cash paid

The cash outflow on acquisition is as follows:

Net cash acquired with the subsidiary
Cash paid
Net consolidated cash outflow

The acquired business contributed revenues of $0.457 million and a net loss of $66,000 before an

CONSOLIDATED

Recognised
on acquisition
$’000s

1,492
11,907

68
183
50
311

Carrying
valve
$'000s

1,492
68
183
50
311

14,011

2,104

(208)
(822)
(2,977)

(208)
(822)

(4,007)

(1,030)

10,004
3,337

13,341

2,865
6,401

9.266

68
(9.266)

9.198

impairment charge of $4.209 million to the Group for the period from 1 May 2009 to 30 June 2009. Had the
Group owned the project from 1 July 2008, consolidated revenue and consolidated profit for the year
ended 30 June 2009 would have been $1.858 million and $0.204 million respectively.

The goodwill recognised on acquisition was written down to nil at 30 June 2009 (refer to note 16).

The mining licenses covering the phosphate mining operation are due for renewal within 12 months.

Management are confident the mining licenses will be renewed.
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31. CONTINGENT ASSETS AND CONTINGENT LIABILITIES

As part of the conditions of sale of the stevedoring and mooring services in January 2007 the Company
has agreed that, in the event of premature closure of the mine (and hence cessation of shipping of
phosphate) within five years of the date of sale of the business, the purchaser will be reimbursed an
amount not exceeding $200,000 for each year remaining of the five year period as at the date shipping
of phosphate ceases.

There are no other contingent assefts or liabilities as at the date of this report.

32. SUBSEQUENT EVENTS

No matter or circumstance has arisen that has significantly affected, or may significantly affect, the
operations of Phosphate Resources Limited and its controlled entities, the results of those operations or
the state of affairs of Phosphate Resources Limited and its controlled entities in sulbbsequent years that is
not otherwise disclosed in this report or the consolidated financial statements.

33. RECONCILIATION TO PRELIMINARY REPORTED PROFIT

Consolidated Phosphate
Resources
Limited
$'000s $'000s
Preliminary unaudited net profit after tax reported 1 September
2010 7.356 5,696
Transposition adjustment 180 -
Prior period minority adjustment 25 -
Audited neft profit after tax 7,561 5,696
Unaudited net assets attributable to PRL shareholders reported
1 September 2010 68,289
Adjustments to net profit as per above 25
Adjustments to minority interest and reserves in relation to asset fair
values and deferred tax arising from the acquisition of the
phosphate mines in China (25)
68,289
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DIRECTORS’ DECLARATION

PHOSPHATE RESOURCES LIMITED
FOR THE YEAR ENDED 30 JUNE 2010

In accordance with a resolution of the Directors of Phosphate Resources Limited, we state that:

(1)  Inthe

(a)

(b)

(0)

SIGNED ON

opinion of the Directors:

the financial statements and notes of the Company and of the consolidated entity are
in accordance with the Corporations Act 2001, including:

(i) giving a frue and fair view of the Company’s and consolidated entity’s financial
position as at 30 June 2010 and of their performance for the year ended on that
date; and

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

the financial statement and notes also comply with International Financial Reporting
Standards as disclosed in Note 2; and

there are reasonable grounds to believe that the Company will be able to pay ifs
debts as and when they become due and payable.

BEHALF OF THE BOARD:

= 7~
// ,7/{;/’?«(& /W

Clive Brown
Chairman

LAl Ah Hong
Managing Director

Dated: 9 September 2010
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To the members of Phosphate Resources Limited
Report on the Financial Report

We have audited the accompanying financial report of Phosphate Resources Limited, which comprises the statement of financial
position as at 30 June 2010, the income statement, statement of comprehensive income, statement of changes in equity and
statement of cash flows for the year ended on that date, a summary of significant accounting policies, other explanatory notes and
the directors’ declaration of the consolidated entity comprising the company and the entities it controlled at the year's end or from
time to time during the financial year.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the financial report in accordance with the
Australian Accounting Standards (including the Australian Accounting Interpretations) and the Corporations Act 2001. This
responsibility includes establishing and maintaining internal controls relevant to the preparation and fair presentation of the
financial report that is free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances. In Note 2, the directors also state
that the financial report, comprising the financial statements and notes, complies with International Financial Reporting Standards
as issued by the International Accounting Standards Board.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in accordance with
Australian Auditing Standards. These Auditing Standards require that we comply with relevant ethical requirements relating to
audit engagements and plan and perform the audit to obtain reasonable assurance whether the financial report is free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial report. The
procedures selected depend on our judgment, including the assessment of the risks of material misstatement of the financial
report, whether due to fraud or error. In making those risk assessments, we consider internal controls relevant to the entity’s
preparation and fair presentation of the financial report in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal controls. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by the
directors, as well as evaluating the overall presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Independence

In conducting our audit we have met the independence requirements of the Corporations Act 2001. We have given to the directors
of the company a written Auditor’s Independence Declaration, a copy of which is included in the directors’ report.

RC:VP:PRL:018 Liability limited by a scheme approved under
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Auditor’s Opinion
In our opinion:
1. the financial report of Phosphate Resources Limited is in accordance with the Corporations Act 2001, including:

i giving a true and fair view of the financial position of Phosphate Resources Limited and the consolidated entity at
30 June 2010 and of their performance for the year ended on that date; and

ii complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and the
Corporations Regulations 2001.

2. the financial report also complies with International Financial Reporting Standards as issued by the International
Accounting Standards Board.

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 3 to 4 of the directors’ report for the year ended 30 June 2010. The
directors of the company are responsible for the preparation and presentation of the Remuneration Report in accordance with
section 300A of the Corporations Act 2001. Our responsibility is to express an opinion on the Remuneration Report, based on our
audit conducted in accordance with Australian Auditing Standards.

Auditor’s Opinion

In our opinion the Remuneration Report of Phosphate Resources Limited for the year ended 30 June 2010, complies with section
300A of the Corporations Act 2001.

foke

Ernst & Young

RJ Curtin

Partner

Perth

9 September 2010
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Auditor's Independence Declaration to the Directors of Phosphate Resources Limited

In relation to our audit of the financial report of Phosphate Resources Limited for the year ended 30 June 2010, to the best of my
knowledge and belief, there have been no contraventions of the auditor independence requirements of the Corporations Act 2001 or
any applicable code of professional conduct.

foke

Ernst & Young

i

RJ Curtin

Partner

Perth

9 September 2010

RC:VP:PRL:019 Liability limited by a scheme approved under
Professional Standards Legislation








