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Directors’ report 
 
Your directors present their report on the consolidated entity consisting of Magnum Mining and 
Exploration Limited and the entities it controlled at the end of, or during, the year ended 31 December 
2006. 
 
The following persons were directors of Magnum Mining and Exploration Limited during the whole of 
the year, and up to the date of this report: 
 
J.B. Rodger     
J.C. Schiller 
P.R. Richard 
 
G.M. Button was appointed a director on 6 February 2006 and continues in office at the date of this 
report. 
 
G.A. Nealon was appointed a director on 23 May 2006 and continues in office at the date of this report. 
 
Principal Activity 
The principal continuing activity of the group in the course of the year is the exploration for natural 
resources. 
 
Operating Results 
The consolidated loss of the consolidated entity for the year, after income tax and eliminating minority 
interest was $417,901 (2005: loss $267,498). 
 
Dividends 
No dividends have been paid or declared by the company during the year (2005: nil).  The directors of the 
company do not recommend the payment of a dividend in respect of the year (2005: nil). 
 
Review of Operations 
(The information in this report that relates to Exploration Results, Mineral Resources or Ore Reserves is 
based on information compiled by Dr. Jeffrey Christopher Schiller BSc (Hons),PhD, who is a Member of 
The Australasian Institute of Mining and Metallurgy. Dr. Schiller is a self-employed consultant. 
Dr. Schiller has sufficient experience which is relevant to the style of mineralisation and type of deposit 
under consideration and to the activity which he is undertaking to qualify as a Competent Person as 
defined in the 2004 Edition of the ‘Australasian Code for Reporting of Exploration Results, Mineral 
Resources and Ore Reserves’.  Dr. Schiller consents to the inclusion in the report of the matters based on 
his information in the form and context in which it appears.) 
 
Tantalite Valley Project, Namibia 
The Tantalite Valley Project is a new exploration and mining opportunity, upon which extensive due 
diligence studies have been undertaken during the year.  At an Extraordinary General Meeting held on 
31st July 2006, the Shareholders approved the Acquisition of the Project, subject to a successful outcome 
of these due diligence studies and certain Conditions Precedent.  The final outstanding Condition 
Precedent required the transfer of Mining Licence 77 (“ML77”) to Tameka Shelf Company Four (Pty.) 
Ltd. in Namibia, a wholly owned subsidiary of the Company.  On 28th February 2007, the Company 
advised the Market that the Honourable Minister for Mines and Energy for Namibia had approved the 
transfer of ML77.  Upon completion of said Transfer, the Company will proceed to formal Settlement for 
the Acquisition. 
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Directors’ report (continued) 
 
Review of Operations (continued) 
Bunawan Project, Philippines 
The Bunawan Project is a joint venture between Magnum Mining and Exploration Limited (“Company”) 
and Philsaga Mining Corporation (“Philsaga”) in which the Company can earn 50% equity in the project 
by expenditure of US$1.5 million.  Philsaga is the manager of the joint venture.  The Bunawan Project is 
located 5 – 10 kms south of Philsaga’s operating gold mine at Co-O, situated in central eastern Mindanao 
in the south of the Philippines. 
  
A previous program of geochemical sampling and mapping highlighted a gold-copper target area at the 
Maboyo Creek Prospect, located in the northernmost part of the joint venture area.  The prospect has a 
hydrothermally altered zone, which is associated with quartz veins containing gold values below 1 g/t Au 
at the surface and a 90 -100 ppm Cu drainage anomaly.  This prospect is considered prospective for 
epithermal gold mineralization (similar to Co-O) or porphyry copper-gold mineralization (and similar to 
other deposits in the belt). 
 
A diamond drill hole, BUN-001, was completed to test the Maboyo Creek Prospect.  The drill hole was 
designed to test for epithermal quartz vein mineralisation in the upper part of the hole and possible 
indications of porphyry copper-gold mineralization in the lower part of the hole.  It successfully 
intersected a gold mineralized zone associated with quartz veins within silicified and chloritised 
porphyritic andesite. 
 
The intersected mineralized zone from 117.5m to 125.25m (down hole) contained only low grade gold 
and copper, with grades between 0.2 - 0.67 ppm Au and 34 - 311 ppm Cu. 
 
The joint venture partners are currently reviewing any further work in the Bunawan Project. 
 
Other Activities 
The company continues to monitor exploration opportunities for participation in additional projects. 
 
Significant Changes in the State of Affairs 
Significant changes in the state of affairs of the company during the year were as follows: 
 
An increase in contributed equity of $2,900,000 (from $8,707,938 to $11,607,938) as a result of: 
 
 $ 
Issue of 45,000,000 fully paid ordinary shares at 10 cents each 4,500,000
Less: Transaction costs arising on share issues (100,000)
            15,000,000 shares issued as consideration for acquisition not finalised at   
                31 December 2006 (1,500,000)
 

2,900,000
 
A placement of 30,000,000 fully paid shares to sophisticated investors was undertaken in order to finance  
the purchase of 49% of the issued capital of Tantalite Valley Estates (Pty.) Ltd. (“TVE”); to fund the 
purchase of Mining Licence 77 by wholly owned subsidiary Tameka Shelf Company Four (Pty.) Ltd. 
from TVE; to explore and develop Mining Licence 77 in Namibia; to meet ongoing exploration costs of 
the Bunawan gold/copper project in the Philippines and to provide working capital.  The shares were 
issued at a price of ten (10) cents per share. 
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Directors’ report (continued) 
 
Significant Changes in the State of Affairs (continued) 
The company issued 15,000,000 fully paid shares as consideration for the acquisition of 100% of the 
issued capital of Namibian Tantalite Investment (Pty.) Ltd.  As the completion of this acquisition was 
continuing at balance date the issued shares were held in voluntary escrow until the acquisition was 
finalised on 23 February 2007.  The shares were issued at a price of ten (10) cents per share.  
 
Likely Developments  
The Group proposes to continue its natural resources exploration programme. 
 
Additional comments on expected results of certain operations of the Group are included in this report, 
above, under the review of operations. 
 
Further information on likely developments in the operations of the Group and the expected results of 
operations have not been included in this report because the directors believe it would be likely to result 
in unreasonable prejudice to the Group. 
 
Matters subsequent to the End of the Year 
The company has contracted to acquire 49% of the issued capital of Tantalite Valley Estates (Pty.) Ltd. 
(“TVE”) a company which owns Mining Licence 77, farmland, mining land and buildings and land in 
Karasburg, Namibia.    
 
Wholly owned subsidiary, Tameka Shelf Company Four (Pty.) Ltd. has agreed to purchase Mining 
Licence 77 from TVE for the sum of N8.0 million (approx. A$1.38 million). 
 
The company contracted to acquire 100% of the issued capital of Namibian Tantalite Investment (Pty.) 
Ltd. (“NTI”) for the sum of A$1.5 million.  Consideration for the acquisition was satisfied by the issue of 
15,000,000 shares in Magnum Mining and Exploration Limited credited as fully paid.  
 
The completion of the above acquisitions were finalised 23 February 2007.   
 
The financial effects of the above transactions have not been brought to account at 31 December 2006. 
 
Environmental Regulation 
The Group is subject to significant environmental and monitoring requirements in respect of its natural 
resources exploration activities. 
 
The directors are not aware of any significant breaches of these requirements during the year. 
 
Information on Directors 
John Brian Rodger. Executive Chairman. Age 72. 
Experience and expertise 
Mr. Rodger was appointed as an Executive Director of the company on 17 August 2004 and was elected 
as Chairman of the Board on 24 March 2005. 
 
Mr. Rodger has been involved with the resources industry since 1980 and during that time he has been a 
director of more than 15 publicly listed entities.  He has broad experience in the management of mining 
companies both in Australia and overseas.  Mr. Rodger uses his wide range of contacts to assist the 
company in expanding its prospecting and exploration base. 
 
Other current directorships 
None. 
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Directors’ report (continued) 
 
Information on Directors (continued) 
John Brian Rodger (continued) 

Former directorships in last 3 years 
None. 
 

Special responsibilities 
Chairman of the Board, Chief Executive Officer and Chief Financial Officer. 
 

Interests in shares 
12,000,000 ordinary shares in Magnum Mining and Exploration Limited. 
 
Jeffrey Christopher Schiller, BSc. (Hons), PhD. (University of Adelaide). Non-Executive Director. 
Age 54. 
Experience and expertise 
Dr. Schiller was appointed as a Non-Executive Director of the company on 19 October 2004. 
 

Dr. Schiller has had extensive experience as a director and/or exploration manager of a number of 
publicly listed mining entities.  Dr. Schiller is a Member of the Australian Institute of Mining & 
Metallurgy and the Geological Society of Australia.  
 
Other current directorships 
None. 
 

Former directorships in last 3 years 
Non-Executive Chairman of Medusa Mining Limited – July 2003 to January 2006. 
 

Special responsibilities 
None. 
 

Interests in shares 
2,000,000 ordinary shares in Magnum Mining and Exploration Limited. 
 
Peter Robert Richard. Non-Executive Director. Age 61. 
Experience and expertise 
Mr. Richard was appointed as an independent Non-Executive Director of the company on 24 March 2005. 
 

Mr. Richard has over 36 years experience as a partner and director of several stock broking firms with 
particular reference to capital raisings for emerging resource companies.  He is currently CEO of the 
Ironbark Group, an export orientated consulting group and has been a board member of several publicly 
listed companies in the investment and mining industries over the past 20 years.
 

Other current directorships 
None. 
 

Former directorships in last 3 years 
None. 
 
Special responsibilities 
None. 
 

Interests in shares 
Nil. 
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Directors’ report (continued) 
 
Information on Directors (continued) 
Grant Michael Button. B.Bus. (Acc), C.P.A. Non-Executive Director. Age 45. 
Experience and expertise 
Mr. Button was appointed as a Non-Executive Director of the company on 6 February 2006. 
 

Mr. Button has 16 years experience at senior management level within the resources industry. His roles 
have included those of executive director, financial director, chief financial officer and company secretary 
in a range of publicly listed entities. 
In addition to his considerable experience in capital raisings, and in negotiating and finalising the 
acquisition and disposal of companies and project assets within the resources sector, Mr. Button has 
considerable expertise in financial reporting and compliance and risk management, as well as other 
corporate governance matters.  
 

Other current directorships 
Executive Director Sylvania Resources Limited (since December 2002). 
 

Non-executive Director of Washington Resources Limited (since March 2005). 
 
Former directorships in last 3 years 
None. 
 
Special responsibilities 
None. 
 
Interests in shares 
100,000 ordinary shares in Magnum Mining and Exploration Limited. 
 
Gerard Anthony Nealon B.Sc. (Hons), M.Sc., MRACI, C.Chem. Executive Director. Age 47. 
Experience and expertise 
Mr. Nealon was appointed as an Executive Director of the company on 23 May 2006. 

 

Mr. Nealon is a Chartered Chemist holding the degrees of B.Sc. (Hons) in Biochemistry and M.Sc. in 
Forensic Science.  He has approximately twenty five years of work experience, primarily in the areas of 
forensic science, quality systems, risk management, research & development, corporate governance and 
due diligence. 

 

Mr. Nealon was initially employed by government agencies, prior to moving into the private sector and 
founding his own consulting company in 1994.  His  main  areas  of  operation  have  principally  been 
Australia, South Africa, Singapore, Malaysia, Thailand and the USA, having previously held the 
positions of Chairman of Sylvania Resources Limited (listed on AIM and ASX) and Commercial 
Manager of Dwyka Diamonds Limited (listed on AIM and ASX). 
 

Other current directorships 
Non-executive Chairman Tanzania Gold plc - listed on AIM UK (since December 2004).  
 
Former directorships in last 3 years 
Non-executive Chairman Sylvania Resources Limited – December 2002 to November 2003. 
 

Special responsibilities 
None. 
 

Interests in shares 
Nil. 
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Directors’ report (continued) 
 
Company Secretary 
The company secretary is Steven John Danielson F.C.A., B.B.S.  Mr. Danielson was appointed to the 
position of company secretary on 20 September 1988.  He is a practising Chartered Accountant and has 
extensive experience in taxation law, business and management practices.  Mr. Danielson is also company 
secretary of several other publicly listed entities.   
 
Meeting of Directors 
The following table sets out the number of meetings of the company’s directors held during the year 
ended 31 December 2006, and the numbers of meetings attended by each director: 
 
Meetings attended/held 
 
Director Board 

 
  
J.B. Rodger  8/8 
J.C. Schiller  8/8 
P.R. Richard  8/8 
G.M. Button (appointed 6 February 2006) 6/6 
G.A. Nealon (appointed 23 May 2006) 3/3 
 
Meetings shown reflect those meetings the director was able to attend as a director. 
 
Remuneration Report (audited) 
This report details the policy and principles that govern the remunerations of directors and executives of 
the Company; the link between remuneration policy and principles and the Company’s performance for 
the year; and the remuneration arrangements of directors and executives. 
 
The directors and executives who are responsible for the overall planning, directing and controlling of the 
activities of the Group during the year are as follows: 
 
Executive Chairman, Chief Executive Officer and Chief Financial Officer 
J.B. Rodger 
 
Executive Director 
G.A. Nealon 
 
Non-Executive Directors 
J.C. Schiller 
P.R. Richard 
G.M. Button 
 
Remuneration policy 
Objectives and principles of remuneration policy 
The objective of the company’s remuneration policy and its principles is to ensure that reward is 
competitive and appropriate. 
 
No element of remuneration is determined in relation to the financial performance of the company. As 
there is no link to financial performance there is no further discussion of the matters required by section 
300A and Part 2M of the Corporations Act 2001. These sections require discussion over the current year 
and the previous 4 years of the link between reward and: 
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Directors’ report (continued) 
 
Remuneration policy (continued) 
Objectives and principles of remuneration policy (continued) 
 
• earnings 
• dividends 
• share price movements 
 
During the year ended 31 December 2006, the company did not have a separate remuneration committee. 
Instead, the duties and responsibilities typically delegated to such a committee are considered to be the 
responsibility of the entire Board.  
 
The Board ensures that executive reward satisfies the following key criteria for good reward governance 
practices: 
 
• competitiveness and reasonableness 
• acceptability to shareholders 
• transparency 
• capital management. 
 
Remuneration and other terms of employment for directors are formalised within the Company’s 
Constitution. This states that directors are to be paid remuneration that the Company determines by 
resolution which is currently limited to $150,000 in total.  Increase of total directors’ remuneration 
requires members’ approval by ordinary resolution at a general meeting.  The directors determine how 
total remuneration is divided among them.   
 
Details of remuneration (audited) 
Executive directors’ and non-executive directors’ remuneration and other terms of employment are 
reviewed annually by the Board. The current base remuneration was last reviewed with effect from 1 
January 2006. The remuneration details of executive and non-executive directors are set out in the table 
below. 
 

2006 Short-
term 
benefits 

Post-
employment 
benefits 

Share-
based 
payment

 

Name Directors’ 
Base Fee 
$ 

Super-
annuation 
$ 

Options 
 
$ 

Total 
 
$ 

Remune-
ration 
consisting of 
options 
% 

 
Executive directors 
J.B. Rodger  
G.A. Nealon 

25,000 
14,583 

2,250 
1,313 

- 
- 

 
27,250 
15,896 

- 
- 

Non-executive directors 
J.C. Schiller 
P.R. Richard 
G.M. Button 

25,000 
25,000 
22,917 

2,250 
2,250 
2,062 

- 
- 
- 

27,250 
27,250 
24,979 

- 
- 
- 

Total 112,500 10,125 - 122,625 - 
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Directors’ report (continued) 
 
Details of remuneration (audited) (continued) 
 

2005 Short-
term 
benefits 

Post-
employment 
benefits 

Share-
based 
payment

 

Name Directors’ 
Base Fee 
$ 

Super-
annuation 
$ 

Options 
 
$ 

Total 
 
$ 

Remune-
ration 
consisting of 
options 
% 

 
Executive directors 
J.B. Rodger  
G.A. Nealon 

9,000 
- 

- 
- 

- 
- 

 
9,000 

- 
- 
- 

Non-executive directors 
J.C. Schiller 
P.R. Richard 
G.M. Button 

9,000 
9,000 

- 

- 
- 
- 

- 
- 
- 

9,000 
9,000 

- 

- 
- 
- 
- 

Total 27,000 - - 27,000 - 
 
No bonuses or share options have been paid or issued to directors during the year (2005: nil). 
 
No other key management personnel of the company were identified. 
 
Information on directors’ shareholdings is set out in note 18 to the financial statements. 
 
Non-Audit Services  
The company may decide to employ PricewaterhouseCoopers, the company’s auditor on assignments 
additional to their statutory audit duties where the auditor’s expertise and experience with the company 
and/or the consolidated entity are important. 
 
Details of the amounts paid or payable to the Company auditor, for audit and non-audit services provided 
during the year are set out in note 19 to the financial statements. 
 
The board of directors has considered the position and is satisfied that the provision of the non-audit 
services is compatible with the general standard of independence for auditors imposed by the 
Corporations Act 2001.  The directors are satisfied that the provision of non-audit services by the auditor, 
as set out in note 19 to the financial statements, did not compromise the auditor independence 
requirements of the Corporations Act 2001 for the following reasons: 
 
• all non-audit services have been reviewed by the board of directors to ensure they do not impact 

the impartiality and objectivity of the auditor 
• none of the services undermine the general principles relating to auditor independence as set out in 

Professional Statement F1, including reviewing or auditing the auditor’s own work, acting in a 
management or a decision-making capacity for the company, acting as advocate for the company 
or jointly sharing economic risk and rewards. 

 
 
 

 
9 



MAGNUM MINING AND EXPLORATION LIMITED  A.B.N.  70 003 170 376 
      
 
Directors’ report (continued) 
 
Auditors 
PricewaterhouseCoopers continue in office in accordance with Section 327 of the Corporations Act 2001. 
 
Auditors’ independence declaration 
A copy of the auditors’ independence declaration as required under section 307C of the Corporations Act 
2001 is set out on page 11. 
 
This report is made in accordance with a resolution of the directors. 
 
 
 
 
 
 
J.B. Rodger 
Director 
 
 
Sydney           
30 March 2007
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Auditors’ independence declaration 
 
 
 
 
As lead auditor for the audit of Magnum Mining and Exploration Limited for the year ended 31 December 
2006, I declare that to the best of my knowledge and belief, there have been: 
 
(a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in 

relation to the audit; and 

(b) no contraventions of any applicable code of professional conduct in relation to the audit. 
 
This declaration is in respect of Magnum Mining and Exploration Limited and the entities it controlled 
during the period. 
 
 
 
 
Marc Upcroft 
Partner Sydney 
PricewaterhouseCoopers   30 March 2007 
 
 
 
 
 

 
 

Liability limited by a scheme approved under Professional Standards Legislation 
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Corporate governance statement 
 
The Board of Directors of Magnum Mining and Exploration Limited is committed to attaining and 
implementing the highest standards of corporate governance.  The board has reviewed the company’s 
corporate governance practices in relation to the best practice recommendations released by the 
Australian Stock Exchange Corporate Governance Council.  The Board supports the intent of the best 
practice recommendations and recognises that given the present size and scope of the company it is not 
practical to institute all of the best practice recommendations at present. 
 
A description of the company’s main corporate governance practices is set out hereunder.  Unless stated 
otherwise, all of the following practices were in place for the entire year. 
 
The Board of Directors 
The Board of Directors are responsible to the shareholders for the performance of the company and the 
implementation of corporate governance policies.  The Board operates in accordance with the following 
principles: 
 
• The Board should comprise between 3 and 12 directors, with a mix of executive and non-executive 

directors; 

• The Board should comprise directors with a range of skills and experience that are appropriate and 
assist the directors in performing their duties within the scope of the company’s operations. 

Directors are initially appointed by the full Board and are subject to re-election at the annual general 
meeting by shareholders at three-yearly intervals, or at the next annual general meeting after their initial 
appointment.  
 
The Chairman of the Board is an executive director who is elected by the full Board. 
 
Corporate governance best practice recommendations 2.1, 2.2, 2.3 which requires the majority of the 
Board to be independent directors, the Chairman to be an independent director and the roles of Chairman 
and Chief Executive Officer to be exercised by different individuals have not been adopted by the 
company.  The Board is of the opinion that the company is best served by its current board composition 
of executive and non-executive directors and a chairman who is an executive director and also performs 
the role of chief executive officer.     
 
The company considers corporate governance best practice recommendation 1.1 which requires 
formalisation and disclosure of the functions reserved to the Board and those delegated to management 
inappropriate given the size of the company’s operations, the number of directors constituting the Board 
and the fact that the company has no employees.  Accordingly, the Board is responsible for the functions 
typically delegated to management in addition to its usual Board functions. 
 
Independent Professional Advice 
Directors have the right, in connection with their duties and responsibilities as directors, to seek 
independent professional advice at the company’s expense.  Prior approval of the Chairman is required, 
which will not be unreasonably withheld. 
 
 Performance Assessment 
The Board undertakes annual self assessment of its collective performance and the performance of the 
Chairman. 
 
The Chairman undertakes an annual assessment of the performance of individual directors.  The 
Directors’ performance is measured against specific performance goals as set out by the Board annually. 
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Corporate governance statement (continued) 
 
Nomination and Remuneration of Directors and Audit Committees 
Corporate governance best practice recommendations 2.4, 4.2 and 9.2 require listed entities to establish a 
nomination committee, an audit committee and a remuneration committee respectively.  During the year 
ended 31 December 2006, the company did not have a separate nomination, audit or remuneration 
committee.  However, the duties and responsibilities typically delegated to such committees are 
considered to be the responsibility of the full Board.   
 
Due to the relatively small size of the company’s operations and the number of directors constituting the 
Board, the Board of Directors unanimously believe that the company’s policies relating to the nomination 
and remuneration of directors and the review of external audit arrangements are best catered for by the 
involvement of the entire Board.  The main procedures that the company has in place regarding the 
nomination and remuneration of directors and reviewing the adequacy of existing external audit 
arrangements are set out below. 
 
Nomination of Directors 
Any Board member may make recommendations on Board composition and appointments, however 
appointments are subject to the final approval of the full Board. 
 
Remuneration of Directors 
The amount of remuneration payable to directors is determined and reviewed by the full Board.  Further 
information on directors’ remuneration is set out in Note 18 to the financial statements. 
 
Review of External Audit Arrangements 
The assessment of the scope and quality of the company’s audit is carried out by the full Board.  
Assessment procedures include: 
 
• Reviewing external audit reports to ensure that any significant deficiencies or breakdowns in controls 

or procedures have been identified and remedied; 
• Liaising with the auditors and ensuring that the annual statutory audit and half-year review are 

conducted in an effective manner. 
 
Ethical Standards 
The Board expects all directors to perform their duties in a manner which is ethical, honest and objective 
and at all times endeavour to maintain and improve the performance and reputation of the company.  A 
code of conduct, as purported in best practice recommendation 3.1 and 10.1, has not been formally 
established as the Chairman consistently and continuously ensures that all members of the Board have a 
clear understanding of their duties, responsibilities and their accountability to the company and its 
shareholders for their conduct.    
 
The purchase and sale of company securities by Directors and employees is permitted.  However, buying 
or selling of the company’s shares is not allowed at any time by any person who possesses unpublished 
information which may affect the price of the company’s shares. 
 
Communication with Shareholders and Continuous Disclosure 
The company aims to provide relevant and timely information to its shareholders and the broader 
investment community in accordance with its continuous disclosure obligations under the ASX Listing 
Rules. 
 
The Board has established policies and procedures to ensure compliance with ASX Listing Rule 
disclosure requirements and accountability at a senior management level for that compliance.  However, 
the Board believes that the formalisation of these policies and procedures in a written form as  
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Corporate governance statement (continued) 
 
Communication with Shareholders and Continuous Disclosure (continued) 
recommended in best practice recommendation 5.1 is not necessary as the Board is satisfied that all Board 
members are acutely aware of the importance of making timely and balanced disclosure.  
 
Mr. S.J. Danielson, company secretary, has been nominated as the person responsible for communications 
with the Australian Stock Exchange (ASX).  This role includes responsibility for ensuring compliance 
with the continuous disclosure requirements in the ASX listing rules and overseeing and co-ordinating 
information disclosure to the ASX, analysts, brokers, shareholders, the media and the public.   
 
Risk Assessment and Management 
The Board is responsible for ensuring there are adequate policies in relation to risk management, 
compliance and internal control systems.  
  
The assessment of identified and potential significant business risk is monitored by the executive 
directors.  The executive directors are responsible for the development and implementation of appropriate 
risk management strategies in order to mitigate such risk. 
 
The Chairman has declared, in writing to the Board, that the financial reporting risk management and 
associated compliance and controls have been assessed and found to be operating efficiently and 
effectively.  All risk assessments covered the whole year and the period up to the signing of the annual 
financial report for all material operations in the company.  
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Income statements  
for the year ended 31 December 2006 
 

Notes Consolidated Parent Entity 
 2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
 
Revenue from continuing operations  
 

 
5 

 
55,984 

 
26,903 

 
55,819 

 
26,832 

Exploration expense 
 

 (8,105) (70,605) (8,105) (70,605) 

Administration expense 
 

 (419,664) (199,968) (412,851) (193,573) 

Depreciation expense  (4,068) - (4,068) - 

Other expenses  
 

6 (40,524) (26,253) (40,524) (25,660) 

Share of loss of associate accounted for 
using the equity method   

  
(1,524) 

 
(1,124) 

 
- 

 
- 

 
Profit/(loss) before income tax  
 

 
 
 

 
(417,901) 

 
(271,047) 

 

 
(409,729) 

 

 
(263,006) 

 
Income tax expense 7 - - - - 
 
Profit/(loss) for the year 
 

 
 
 

 
(417,901) 

 
(271,047) 

 

 
(409,729) 

 

 
(263,006) 

 
Loss attributable to minority interest 17 - 3,549 - - 
 
Profit/(loss) attributable to members of 
Magnum Mining and Exploration 
Limited 

 
 
 

 
 
 

(417,901) 

 
 
 

(267,498) 

 
 
 

(409,729) 

 
 
 

(263,006) 
 
Earnings per share for loss attributable 
to the ordinary equity holders of the 
company: 

 
 

 
Cents 

 
 

 
Cents 

 
 

 
 

 
 

Basic and diluted earnings per share  26 (0.44) (0.33)   
 

The above income statements should be read in conjunction with the accompanying notes. 
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MAGNUM MINING AND EXPLORATION LIMITED  A.B.N.  70 003 170 376 
      

Balance sheets 
As at 31 December 2006 
 

Notes Consolidated Parent Entity 
2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
ASSETS      
Current Assets      
Cash and cash equivalents 8 3,027,411 512,067 3,011,154 483,407
Receivables 9 66,456 7,116 68,730 13,151
Total Current Assets  3,093,867 519,183 3,079,884 496,558
 
Non-Current Assets 

 
 

 
 

Investments accounted for using the equity 
method 

 
10 263,394

 
147,674 - -

Plant and equipment 11 29,635 - 29,635 -
Other financial assets 12 - - 287,922 174,639
Exploration and evaluation expenditure 13 - - - -
Total Non-Current Assets  293,029 147,674 317,557 174,639
 
Total Assets 

 
3,386,896

 
666,857 3,397,441 671,197

   
LIABILITIES   
Current Liabilities   
Payables 14 289,894 53,806 289,387 53,414
Total Current Liabilities  289,894 53,806 289,387 53,414
 
Total Liabilities 

 
289,894

 
53,806 289,387 53,414

 
Net Assets 

 
3,097,002

 
613,051 3,108,054 617,783

 
EQUITY 
Contributed equity 

 
 

15 11,607,938

 
 

8,707,938 11,607,938 8,707,938
Reserves 16 1,612 (240) - -
Accumulated losses 16 (8,512,548) (8,094,647) (8,499,884) (8,090,155)
Parent entity interest  3,097,002 613,051 3,108,054 617,783
Minority interest  17 - - - -
 
Total Equity 

 
 3,097,002

 
613,051 3,108,054 617,783

     
 

The above balance sheets should be read in conjunction with the accompanying notes. 
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MAGNUM MINING AND EXPLORATION LIMITED  A.B.N.  70 003 170 376 
      
 
Statements of changes in equity  
for the year ended 31 December 2006 
 
 Notes Consolidated Parent Entity 
  2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
 
Total equity at the beginning of the 
year 

 

613,051

 
 

390,562 617,783 390,562
 
Exchange differences on translation of 
foreign operations  

 
 

16 1,852

 
 

(240) - -
Net income recognised directly in 
equity 

 
1,852

 
(240) - -

Loss for the year  (417,901) (271,047) (409,729) (263,006)
Total recognised income and expense 
for the year 

 
(416,049)

 
(271,287) (409,729) (263,006)

 
Transactions with equity holders in their 
capacity as equity holders: 

Contributions of equity, net of 
transaction costs 

 
 
 
 

15 4,400,000

 
 
 
 

490,227 4,400,000 490,227
Shares issued as consideration for 
acquisition   15 (1,500,000) - (1,500,00) -
Total changes in minority interest in 
subsidiary  17 - 3,549 - -
 
Total equity at the end of the year  3,097,002

 
613,051 3,108,054 617,783

 
Total recognised income and expense for 
the year is attributable to: 

 
 
 

 
 
 

Members of Magnum Mining and 
Exploration Limited 

 
(416,049)

 
(267,738) (409,729) (263,006)

Minority interest  - (3,549) - -
  

(416,049)
 

(271,287) (409,729) (263,006)
 
 

The above statements of changes in equity should be read in conjunction with the accompanying notes. 
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MAGNUM MINING AND EXPLORATION LIMITED  A.B.N.  70 003 170 376 
      
 
Statements of cash flows 
for the year ended 31 December 2006 
 

Notes Consolidated Parent Entity 
2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
Cash flows from operating activities   
Interest received  55,984 26,903 55,819 27,747
Receipts from customers and related parties 
(inclusive of goods and services tax) 

 
31,528

 
18,523 31,528 18,523

Payments   
- to suppliers and employees (inclusive of 

goods and services tax) 
 

(314,968) (219,436) (304,527) (213,756)
- for exploration expenditure (inclusive of 

goods and services tax) 
 

(8,105) (70,605)  (8,105) (70,605)
 
Net cash inflow/(outflow) from operating 
activities 

 
 

25 (235,561)

 
 

(244,615) (225,285) (238,091)
 
Cash flows from investing activities 

 
 

 
 

Payment for investment in subsidiary  - - - (2,417)
Payments for investment in associate  (113,265) (178,359) (113,265) (172,222)
Payments for plant and equipment  (33,703) - (33,703) -
 
Net cash inflow/(outflow) from investing 
activities 

 

(146,968) (178,359) (146,968) (174,639)
 
Cash flows from financing activities 

 
 

 
 

Proceeds from share issue  3,000,000 60,000 3,000,000 60,000
Share issue transaction costs  (100,000) (9,773) (100,000) (9,773)
Payment of loans to subsidiary  - - - (6,035)
Proceeds from loans to associate  - 29,373 - -
Issue of shares by group company to 
minority interest 

 
-

 
3,781 - -

 
Net cash inflow/(outflow) from financing 
activities 

 

2,900,000

 
 

83,381 2,900,000 44,192
 
Net increase/(decrease) in cash and cash 
equivalents 

 

2,517,471

 
 

(339,593) 2,527,747 (368,538)
 
Cash and cash equivalents at the beginning 
of the year 

 
 482,067

 
821,945 453,407 821,945

Effects of exchange rate changes on cash 
and cash equivalents  (2,127) (285) - -
 
Cash and cash equivalents at the end of 
the year 

 
8 2,997,411

 
482,067 2,981,154 453,407

 
The above statements of cash flows should be read in conjunction with the accompanying notes.
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MAGNUM MINING AND EXPLORATION LIMITED  A.B.N.  70 003 170 376 
      
 
Notes to the financial statements 
31 December 2006 (continued) 
 
Note 1: Summary of significant accounting policies 
 
The principal accounting policies adopted in the preparation of the financial report are set out below.  
These policies have been consistently applied to all the years presented, unless otherwise stated.  The 
financial report includes separate financial statements for Magnum Mining and Exploration Limited as an 
individual entity and the consolidated entity consisting of Magnum Mining and Exploration Limited and 
its subsidiaries. 
 
(a) Basis of preparation  

This general purpose financial report has been prepared in accordance with Australian equivalents to 
International Financial Reporting Standards (AIFRSs), other authoritative pronouncements of the 
Australian Accounting Standards Board, Urgent Issues Group Interpretations and the Corporations Act 
2001. 
 
Compliance with IFRSs 
Australian Accounting Standards include Australian equivalents to International Financial Reporting 
Standards. Compliance with AIFRSs ensures that the consolidated financial statements and notes of 
Magnum Mining and Exploration Limited comply with International Financial Reporting Standards 
(IFRSs).    The parent entity financial statements and notes also comply with IFRSs except that it has 
elected to apply the relief provided to parent entities in respect of certain disclosure requirements 
contained in AASB 132 Financial Instruments: Presentation and Disclosure. 
 
Historical cost convention 
These financial statements have been prepared under the historical cost convention. 
  
Critical accounting estimates 
The preparation of financial statements in conformity with AIFRS requires the use of certain critical 
accounting estimates.  It also requires management to exercise its judgement in the process of applying 
the Group’s accounting policies.  The areas involving a higher degree of judgement or complexity, or 
areas where assumptions and estimates are significant to the financial statements are disclosed in note 2. 
 
(b) Principles of consolidation 

(i) Subsidiaries 
The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Magnum 
Mining and Exploration Limited (“Company” or “parent entity”) as at 31 December 2006 and the results 
of all subsidiaries for the year then ended.  Magnum Mining and Exploration Limited and its subsidiaries 
together are referred to in this financial report as the Group or the consolidated entity. 
 
Subsidiaries are all those entities (including special purpose entities) over which the Group has the power 
to govern the financial and operating policies, generally accompanying a shareholding of more than one-
half of the voting rights.  The existence and effect of potential voting rights that are currently exercisable 
or convertible are considered when assessing whether the Group controls another entity. 
 
Subsidiaries are fully consolidated from the date on which control is transferred to the Group.  They are 
de-consolidated from the date that control ceases. 
 
Intercompany transactions, balances and unrealised gains on transactions between Group companies are 
eliminated.  Unrealised losses are also eliminated unless the transaction provides evidence of the  
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MAGNUM MINING AND EXPLORATION LIMITED  A.B.N.  70 003 170 376 
      
 
Notes to the financial statements 
31 December 2006 (continued) 
 
Note 1: Summary of significant accounting policies (continued) 
 
(b) Principles of consolidation (continued) 

impairment of the asset transferred.  Accounting policies of subsidiaries have been changed where 
necessary to ensure consistency with the policies adopted by the Group. 
 
Minority interests in the results and equity of subsidiaries are shown separately in the consolidated 
income statement and balance sheet respectively. 
 
Losses applicable to minority interest which exceed the minority interest in the subsidiary’s equity are 
allocated against the parent interest. 
 
(ii) Associates 
Associates are all entities over which the Group has significant influence but not control, generally 
accompanying a shareholding of between 20% and 50% of the voting rights. Investments in associates are 
accounted for in the parent entity financial statements using the cost method and in the consolidated 
financial statements using the equity method of accounting, after initially being recognised at cost. The 
Group’s investment in associates includes goodwill (net of any accumulated impairment loss) identified 
on acquisition (refer to note 23). 
 
The Group’s share of its associates’ post-acquisition profits or losses is recognised in the income 
statement, and its share of post-acquisition movements in reserves is recognised in reserves. The 
cumulative post-acquisition movements are adjusted against the carrying amount of the investment. 
Dividends receivable from associates are recognised in the parent entity’s income statement, while in the 
consolidated financial statements they reduce the carrying amount of the investment. 
 
When the Group’s share of losses in an associate equals or exceeds its interest in the associate, including 
any other unsecured receivables, the Group does not recognise further losses, unless it has incurred 
obligations or made payments on behalf of the associate. 
 
Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the 
Group’s interest in the associates. Unrealised losses are also eliminated unless the transaction provides 
evidence of an impairment of the asset transferred. Accounting policies of associates have been changed 
where necessary to ensure consistency with the policies adopted by the Group. 
 
(c) Segment reporting 

A business segment is a group of assets and operations engaged in providing products or services that are 
subject to risks and returns that are difference to those of other business segments.  A geographical 
segment is engaged in providing products or services within a particular economic environment and is 
subject to risks and returns that are different from those of segments operating in other economic 
environments. 
 
(d) Foreign currency translation 

(i) Functional and presentation currency 
Items included in the financial statements of each of the Group’s entities are measured using the currency 
of the primary economic environment in which the entity operates (‘the functional currency’). The  
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MAGNUM MINING AND EXPLORATION LIMITED  A.B.N.  70 003 170 376 
      
 
Notes to the financial statements 
31 December 2006 (continued) 
 
Note 1: Summary of significant accounting policies (continued) 
 
(d) Foreign currency translation (continued) 

consolidated financial statements are presented in Australian dollars, which is Magnum Mining and 
Exploration Limited’s functional and presentation currency. 
 
(ii) Transactions and balances 
Foreign currency transactions are translated into the functional currency using the exchange rates 
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement  
of such transactions and from the translation at year end exchange rates of monetary assets and liabilities 
denominated in foreign currencies are recognised in the income statement, except when deferred in equity 
as qualifying cash flow hedges and qualifying net investment hedges. 
 
(iii) Group companies 
The results and financial position of all the Group entities (none of which has the currency of a 
hyperinflationary economy) that have a functional currency different from the presentation currency are 
translated into the presentation currency as follows: 
 
• assets and liabilities for each balance sheet presented are translated at the closing rate at the date of 

that balance sheet; 

• income and expenses for each income statement are translated at average exchange rates (unless this 
is not a reasonable approximation of the cumulative effect of the rates prevailing on the transaction 
dates, in which case income and expenses are translated at the dates of the transactions); and 

• all resulting exchange differences are recognised as a separate component of equity. 

On consolidation, exchange differences arising from the translation of any net investment in foreign 
entities, and of borrowings and other currency instruments designated as hedges of such investments, are 
taken to shareholders’ equity.  When a foreign operation is sold or borrowings repaid, a proportionate 
share of such exchange differences are recognised in the income statement as part of the gain or loss on 
sale. 
 
(e) Revenue recognition 

Revenue is measured at the fair value of the consideration received or receivable.  Amounts disclosed as 
revenue are net of returns, trade allowances and duties and taxes paid. 
 
Interest income is recognised on a time proportion basis using the effective interest method.  
 
(f) Income tax 

The income tax expense or revenue for the period is the tax payable on the current period’s taxable 
income based on the national income tax rate for each jurisdiction adjusted by changes in deferred tax  
assets and liabilities attributable to temporary differences between the tax bases of assets and liabilities 
and their carrying amounts in the financial statements, and to unused tax losses. 
 
Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to 
apply when the assets are recovered or liabilities are settled, based on those tax rates which are enacted or  

 
22 



MAGNUM MINING AND EXPLORATION LIMITED  A.B.N.  70 003 170 376 
      
 
Notes to the financial statements 
31 December 2006 (continued) 
 
Note 1: Summary of significant accounting policies (continued) 
 
(f) Income tax (continued) 

substantively enacted for each jurisdiction. The relevant tax rates are applied to the cumulative amounts  
of deductible and taxable temporary differences to measure the deferred tax asset or liability. An 
exception is made for certain temporary differences arising from the initial recognition of an asset or a 
liability. No deferred tax asset or liability is recognised in relation to these temporary differences if they  
 
arose in a transaction, other than a business combination, that at the time of the transaction did not affect 
either accounting profit or taxable profit or loss. 
 
Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is 
probable that future taxable amounts will be available to utilise those temporary differences and losses. 
 
Deferred tax liabilities and assets are not recognised for temporary differences between the carrying 
amount and tax bases of investments in controlled entities where the parent entity is able to control the 
timing of the reversal of the temporary differences and it is probable that the differences will not reverse 
in the foreseeable future. 
 
Current and deferred tax balances attributable to amounts recognised directly in equity are also 
recognised directly in equity. 
 
Magnum Mining and Exploration Limited and its wholly-owned Australian controlled entities have not 
implemented the tax consolidation legislation. 
 
(g) Acquisition of assets 

The purchase method of accounting is used to account for all business combinations, including business 
combinations involving entities or businesses under common control, regardless of whether equity 
instruments or other assets are acquired.  Cost is measured as the fair value of the assets given, shares 
issued or liabilities incurred or assumed at the date of exchange plus costs directly attributable to the 
acquisition.  Where equity instruments are issued in an acquisition, the fair value of the instruments is 
their published market price as at the date of exchange unless, in rare circumstances, it can be 
demonstrated that the published price at the date of exchange is an unreliable indicator of fair value and 
that other evidence and valuation methods provide a more reliable measure of fair value. Transaction 
costs arising on the issue of equity instruments are recognised directly in equity. 
 
Where settlement of any part of cash consideration is deferred, the amounts payable in the future are 
discounted to their present value as at the date of acquisition. The discount rate used is the rate at which a 
similar borrowing could be obtained from an independent financier under comparable terms and 
conditions. 
 
(h) Cash and cash equivalents  

Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions, other 
short-term, highly liquid investments with original maturities of three months or less that are readily 
convertible to known amounts of cash and which are subject to an insignificant risk of changes in value, 
and bank overdrafts.  Bank overdrafts are shown within borrowings in current liabilities on the balance 
sheet. 
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MAGNUM MINING AND EXPLORATION LIMITED  A.B.N.  70 003 170 376 
      
 
Notes to the financial statements 
31 December 2006 (continued) 
 
Note 1: Summary of significant accounting policies (continued) 
 
(i) Receivables 

Collectibility of receivables is reviewed on an ongoing basis. Debts which are known to be uncollectible 
are written off. A provision for doubtful receivables is established when there is objective evidence that 
the Group will not be able to collect all amounts due according to the original terms of receivables.  
 
(j) Investments and other financial assets  

The Group classifies its investments as loans and receivables. The classification depends on the purpose 
for which the investments were acquired. Management determines the classification of its investments at 
initial recognition. 
 
(i) Loans and receivables 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not 
quoted in an active market.  They arise when the group provides money, goods or services directly to a 
debtor with no intention of selling the receivable.  They are included in current assets, except for those 
with maturities greater than 12 months after the balance sheet date, which are classified as non-current 
assets.  Loans and receivables are included in receivables in the balance sheet. 
 
The Group assesses at each balance date whether there is objective evidence that a financial asset or 
group of financial assets is impaired. Impairment losses recognised in the income statement on equity 
instruments are not reversed through the income statement. 
 
(k) Fair value estimation 

The fair value of financial assets and financial liabilities must be estimated for recognition and 
measurement or for disclosure purposes. 
 
The nominal value less estimated credit adjustments of trade receivables and payables are assumed to 
approximate their fair value.  The fair value of financial liabilities for disclosure purposes is estimated by 
discounting the future contractual cash flows at the current market interest rate that is available to the 
Group for similar financial instruments. 
 
(l) Exploration and evaluation expenditure 

Exploration and evaluation expenditure is accumulated separately for each area of interest. Such 
expenditure comprises net direct costs and an appropriate portion of related overhead expenditure, but 
does not include general overheads or administrative expenditure not having a specific nexus with a 
particular area of interest. 
 
For each area of interest, expenditures incurred in the exploration for and evaluation of mineral resources 
is expensed as incurred unless; 
 

• the exploration and evaluation expenditures are expected to be recouped through successful 
development and exploitation of the area of interest, or alternatively, by its sale and exploration 
and; 
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MAGNUM MINING AND EXPLORATION LIMITED  A.B.N.  70 003 170 376 
      
 
Notes to the financial statements 
31 December 2006 (continued) 
 
Note 1: Summary of significant accounting policies (continued) 
 
(l) Exploration and evaluation expenditure (continued) 

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

The recoverability of the carrying amount of the exploration and evaluation assets is dependent on 
successful development and commercial exploitation, or alternatively, sale of the respective areas.  The 
directors review the carrying amount for impairment annually.  

(m) Trade and other payables 

These amounts represent liabilities for goods and services provided to the Group prior to the end of year 
which are unpaid.  The amounts are unsecured and are usually paid within 30 days of recognition. 
 
(n) Impairment of assets 

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

(o) Provisions 

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

 
(p) Contributed equity  

Ordinary shares are classified as equity. 
 
Incremental costs directly attributable to the issue of new shares or options are shown in equity as a 
deduction, net of tax, from the proceeds.  Incremental costs directly attributable to the issue of new shares 
or options, or for the acquisition of a business, are not included in the cost of the acquisition as part of the 
purchase consideration. 
 
 
 

 
25 
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Notes to the financial statements 
31 December 2006 (continued) 
 
Note 1: Summary of significant accounting policies (continued) 
 
(p) Contributed equity (continued)  

 Earnings per share 
(i) Basic earnings per share 
 
Basic earnings per share is calculated by dividing the profit attributable to equity holders of the company, 
excluding any costs of servicing equity other than ordinary shares, by the weighted average number of 
ordinary shares outstanding during the year, adjusted for bonus elements in ordinary shares issued during 
the year. 
 
(ii) Diluted earnings per share  
 
Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take 
into account the after income tax effect of interest and other financing costs associated with dilutive 
potential ordinary shares and the weighted average number of shares assumed to have been issued for no 
consideration in relation to dilutive potential ordinary shares. 
 
(q) New Accounting Standards and UIG interpretations 

(i) AASB 7 Financial Instruments: Disclosures and AASB 2005-10 Amendments to Australian 
Accounting Standards (AASB 132, AASB 101, AASB 114, AASB 117, AASB 133, AASB 139, AASB 
1, AASB 4, AASB 1023 and AASB 1038) 

 
AASB 7 and AASB 2005-10 are applicable to annual reporting periods beginning on or after 1 January 
2007. The Group has not adopted the standards early. Application of the standards is not expected to 
affect any of the amounts recognised in the financial statements, but will impact the type of information 
disclosed in relation to the Group’s financial instruments. 
 
UIG 8 Scope of AASB 2 
UIG 8 is applicable to annual reporting periods beginning on or after 1 May 2006.  It requires 
consideration of transactions involving the issuance of equity instruments - where the identifiable 
consideration received is less than the fair value of the equity instruments issued - to establish whether or 
not they fall within the scope of AASB 2.  The Group will apply UIG 8 from 1 January 2007, but it is not 
expected to have any impact on the Group's financial statements. 
 
Note 2: Financial risk management 
 
The company's activities expose it to a variety of financial risks; market risk (including currency risk, fair 
value interest rate risk and price risk), credit risk, liquidity risk and cash flow interest rate risk.  The 
company's overall risk management program focuses on the unpredictability of financial markets and 
seeks to minimise potential adverse effects on the financial performance of the company.  
 
(a) Market risk 
 
(i) Foreign exchange risk 
 
Foreign exchange risk arises when future commercial transactions and recognised assets and liabilities are 
denominated in a currency that is not the entity’s functional currency. 
 
The company operates in the Philippines and is exposed to foreign exchange risk arising from currency 
exposures to the US dollar. 
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Notes to the financial statements 
31 December 2006 (continued) 
 
Note 2: Financial risk management (continued) 
 
(b) Liquidity risk 
 
Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the 
availability of funding through an adequate amount of committed credit facilities and the ability to 
close-out market positions.  Due to the dynamic nature of the underlying businesses, Treasury aims at 
maintaining flexibility in funding by keeping committed credit lines available. 
 
Note 3: Critical accounting estimates and assumptions 
 
The Group makes estimates and assumptions concerning the future.  The resulting accounting estimates 
will, by definition, seldom equal the related actual results.  The estimates and assumptions that have a 
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within 
the next year are discussed below. 
 
Exploration and evaluation expenditure 
 
Certain exploration and evaluation expenditure is capitalised where it is considered likely that the 
expenditure will be recoverd by future exploitation or sale, or where activities have not reached a stage 
which permits a reasonable assessment of the existence of commercially recoverable reserves. This 
process necessarily requires management to make certain estimates and assumptions as to future events  
and circumstances, in particular, whether economically viable extraction operations can be established. 
Any such estimates and assumptions may change as new information becomes available. If, after having 
capitalised expenditure under this policy it is concluded unlikely that the expenditure will be recovered by 
future exploitation or sale, the relevant amount capitalised is written off to the income statement.  
 
Note 4: Financial reporting by segments 
 
The group operates as a natural resources explorer in South East Asia and manages this activity from its 
head office in Australia. 
 

Primary reporting format – geographical segments 
 
 Segment revenue Segment results Segment assets Segment liabilities 
 2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
Australia 55,819 26,832 (409,729) (263,006) 3,107,225 490,253 289,387 49,774
South 
East Asia 

 
165 

 
71 (8,172) (4,492) 279,671

 
176,334 507 4,032

  
55,984 

 
26,903 (417,901) (267,498) 3,386,896

 
666,857 289,894 53,806

 
Note 5: Revenue 
 

Consolidated Parent Entity 
2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
Revenue from operations    
Interest received  55,984 26,903 55,819 26,832
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Notes to the financial statements 
31 December 2006 (continued) 
 
Note 6: Expenses 

Consolidated Parent Entity 

 
2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
Loss before income tax includes the following 
specific expenses: 

 
 

 
 

 
  Travelling expenses 

 
30,074

 
19,646 

 
30,074 

 
19,646

 

The company has 5 employees (2005: 6). 
    

 
Note 7: Income tax expense 
 

 

(a) Income tax (expense)/benefit 
 

-
 

- 
 

- 
 

 

-

(b) Numerical reconciliation of income tax 
expense to prima facie tax payable  

 

  

Profit/(loss) before income tax expense (417,901) (271,046) (409,729) (263,006)
 
Tax at the Australian rate of 30% (2005: 30%) 125,370 81,314 122,919 78,902
Tax effect of amounts which are not deductible 
(taxable) in calculating taxable income:     
        Share of net loss of associates (457) (337) - -
Deferred tax asset not brought to account (124,913) (80,977) (122,919) (78,902)
 
Income tax expense/(benefit) 

 
-

 
- 

 
- 

 
-

 

(c) Tax losses 
 
Unused tax losses for which no deferred tax asset 
has been recognised 2,118,517 1,702,140 2,104,953 1,695,223
 
Potential tax benefit @ 30% 635,555 510,642 631,486 508,567
 
Note 8: Current assets – cash and cash equivalents 
 

Cash at bank and on hand 2,997,411 482,067 2,981,154 453,407
Deposits at call 30,000 30,000 30,000 30,000
 

3,027,411
 

512,067 
 

3,011,154 
 

483,407
 

(a) Reconciliation to cash at the year end 

The above figures are reconciled to cash at the end of the year as shown in the statement of cash flows as 
follows: 
 

Balances as above 3,027,411 512,067 3,011,154 483,407
Restricted cash held on deposit as security for 
guarantees (30,000)

 
(30,000) 

 
(30,000) (30,000)

 
2,997,411

 
482,067 

 
2,981,154 453,407
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Notes to the financial statements 
31 December 2006 (continued) 
 
Note 8: Current assets – cash and cash equivalents (continued) 
 
(b) Cash at bank and on hand 

Cash at bank balances are subject to interest at variable rates and the average rate for the year was 4.15% 
(2005: 3.25%). 
 
(c) Deposits at call 

Deposits at call are subject to interest at fixed rates and the average rate for the year was 5.5% 
(2005: 4.25%). These deposits have a maturity of 30 days. 
 
(d) Restricted cash 

Restricted cash comprises deposits held in respect of guarantees against mining tenements with the 
department of Mineral Resources (refer to note 24).  
 
Note 9: Current assets – receivables 
 

Consolidated Parent Entity 

 
2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
Sundry debtors 11,668 7,116 7,907 7,116 
Other debtors 54,788 - 54,788 - 
Loans to controlled entities - - 6,035 6,035 
  

66,456 
 

7,116 
 

68,730 
 

13,151 
 

The carrying value of receivables approximates their fair value. Loans to controlled entities are non-
interest bearing and repayable on demand. 
 
Note 10: Non-current assets – investments accounted for using the equity method 
 
Share in associates (note 23) 

 
263,394

 
147,674 

 
- 

 
-

  
(a) Share in associates 
Investments in associates are accounted for in the consolidated financial statements using the equity 
method of accounting and are carried at cost by the parent entity (refer to note 12). 
 
Note 11:     Non-current assets – plant and equipment 
 
Equipment, furniture and fittings – cost 33,703

 
- 

 
33,703 -

Accumulated depreciation (4,068) -  (4,068) -
 29,635 - 29,635 -
 
Note 12: Non-current assets – other financial assets 
 
Shares in subsidiaries (note 22) - - 2,435 2,417
Share in associates (note 23) - - 285,487 172,222
 
 -

 
- 

 
287,922 174,639

 
These financial assets are carried at cost. 
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Notes to the financial statements 
31 December 2006 (continued) 
 
Note 13: Non-current assets – exploration and evaluation expenditure 
 

Consolidated Parent Entity 

 
2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
 
Cost brought forward - 23,648

 
- 23,648

Expenditure incurred during the year 8,105 70,605 8,105 70,605
Expenditure written off during the year (8,105) (70,605) (8,105) (70,605)
Amounts provided for in prior period and 
utilised - (23,648) - (23,648)
 
Exploration and evaluation expenditure carried 
forward - -

 
 

- -
 
The above amounts represent costs of areas of interest carried forward as an asset in accordance with the 
accounting policy set out in note 1(l).  The ultimate recoupment of deferred exploration and evaluation 
expenditure in respect of an area of interest carried forward is dependent upon the discovery of 
commercially viable reserves and the successful development and exploitation of the respective areas or 
alternatively sale of the underlying areas of interest for at least their carrying value. Amortisation in 
respect of the relevant area of interest is not charged until a mining operation has commenced. 
 
Note 14: Current liabilities – payables 
  
Other creditors and accruals 289,894 53,806 289,387 53,414
 
Note 15: Contributed equity 
 
 (a) Share Capital 
 

    

 5 ordinary shares of $0.20 each, fully paid, 
issued as subscriber shares 1 1

 
1 1

 126,165,612 ordinary shares of $0.20 each 
fully paid 13,107,937 8,707,937

 
13,107,937 8,707,937

         Less shares issued as consideration for 
Namibian Tantalite Investment (Pty) Ltd (1,500,000) -

 
(1,500,000) -

 
11,607,938 8,707,938

 
11,607,938 8,707,938
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Notes to the financial statements 
31 December 2006 (continued) 
 
Note 15: Contributed equity (continued) 
 
(b) Movements in ordinary share capital: 
 

Date Details Notes Number of 
Shares 

Issue 
Price 

(cents) 

$ 

1 January 2005 Opening balance 76,165,617  8,217,711
17 January 2005 Share issue (d) 5,000,000 10 500,000
 Less:  Transaction costs 

arising on share issue 
  

(9,773)
31 December 2005 Balance 81,165,617  8,707,938
   
14 September 2006 Share issue (d) 45,000,000 10 4,500,000
 Shares issued as 

consideration  (e)
  

(1,500,000)
 Less:  Transaction costs 

arising on share issue 
  

(100,000)
 
31 December 2006 

 
Balance 126,165,617

 
11,607,938

 
(c) Ordinary shares 
 
Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the 
company in proportion to the number of and amounts paid on the shares held. 
 
On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is entitled 
to one vote, and upon a poll each share is entitled to one vote. 
 
At 31 December 2006 there were 126,165,617 ordinary shares fully paid to 20 cents. 
 
(d)     Share issue 
 
The share issue on 17 January 2005 was undertaken in order to finance the continuing exploration 
activities of the Group and for general working capital purposes. 
 
On 14 September 2006, 30,000,000 shares were issued to provide funds to purchase 49% of the issued 
capital of Tantalite Valley Estates (Pty) Ltd (“TVE”); to fund the purchase of Mining Licence 77 by  
wholly owned subsidiary Tameka Shelf Company Four (Pty) Ltd from TVE; to explore and develop 
Mining Licence 77; to meet ongoing costs of the Bunawan gold/copper project; and to provide working 
capital. 
 
(e)     Share issue yet to be called 
 
A further 15,000,000 shares were issued on 14 September 2006 as consideration for the acquisition of 
100% of the issued capital of Namibian Tantalite Investment (Pty) Ltd.  The issued shares are held in 
escrow subject to the completion of conditions precedent in relation to the acquisition agreement. 
Completion of the acquisition was finalised on 23 February 2007. 
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Notes to the financial statements 
31 December 2006 (continued) 
 
Note 16: Reserves and accumulated losses 
 
(a) Reserves 
 
 Consolidated Parent Entity 
 2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
 
Foreign currency translation reserve 1,612 (240)

 
- -

 
Movements:  
Foreign currency translation reserve 
 

 

Balance 1 January  (240) - - -
Currency translation differences arising during 
the year 1,852 (240)

 
- -

 
Balance 31 December 1,612 (240)

 
- -

 
 (b) Accumulated Losses 
 
Movements in accumulated losses were as 
follows: 

 
 

 

  
Balance 1 January  (8,094,647) (7,827,149) (8,090,155) (7,827,149)
Net loss for the year (417,901) (267,498) (409,729) (263,006)
 
Balance 31 December (8,512,548) (8,094,647)

 
(8,499,884) 

 
(8,090,155)

 
(c) Nature and purpose of reserves 
 
(i) Foreign currency translation reserve 
Exchange differences arising on translation of the foreign controlled entity are taken to the foreign 
currency translation reserve, as described in note 1(d). The reserve is recognised in profit and loss when 
the net investment is disposed of. 
 
Note 17: Minority interest 
 
Interest in: 

  
 

 

Share capital 3,698 3,628 - -
Reserves  (3,698) (79) - -
Accumulated losses allocated to minority interest - (3,549) - -
 
 

 
- -

 
- 

 
-
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31 December 2006 (continued) 
 
Note 18: Key management personnel disclosures 
 
(a) Directors 
 
The following persons were directors of Magnum Mining and Exploration Limited during the financial 
year: 
 
(i)  Chairman – executive 
J.B. Rodger 
 
(ii) Executive director 
G.N. Nealon (from 23 May 2006) 
 
(iii) Non- executive directors 
J.C. Schiller 
P.R. Richard  
G.M. Button (from 6 February 2006) 
 
No other key management personnel were identified during the period. 
 
(b) Key management personnel compensation 
 
 Consolidated Parent Entity 
 2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
 
Amount paid or payable, or otherwise made 
available to the key management personnel of 
Magnum Mining and Exploration Limited from 
the company and related corporations in 
connection with the management affairs of the 
company and its controlled entities 

 

122,625

 

27,000

 
 
 
 
 
 

122,625 

 
 
 
 
 
 

27,000
 
No remuneration was paid to any key management personnel of the company other than the amounts 
disclosed above. 
 
Disclosures relating to key management personnel transactions with the Group are set out in note 20. 
 
(c) Shareholdings 
 
The numbers of shares in the company held during the financial year by each director of Magnum Mining 
and Exploration Limited and other key management personnel of the Group, including their personally 
related entities, are set out below. Where shares are held by the individual director or executive and any 
entity under the joint or several control of the individual director or executive they are shown as 
‘beneficially held’. Shares held by those who are defined by AASB 124 Related Party Disclosures as 
close members of the family of the individual director or executive are shown as ‘non-beneficially held’. 
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Notes to the financial statements 
31 December 2006 (continued) 
 
Note 18: Key management personnel disclosures (continued) 
 
(c) Shareholdings (continued) 
 
Name Type Balance as at 

31 December 
2005 

Net changes 
during the 

year 

Balance as at 
31 December 

2006 
Executive directors 
J.B. Rodger 
 
G.A. Nealon 
 
 
Non-executive directors 
J.C. Schiller 
 
P.R. Richard 
 
G.M. Button 
 
 

 
Beneficially held 
Non-beneficially held 
Beneficially held 
Non-beneficially held 
 
 
Beneficially held 
Non-beneficially held 
Beneficially held 
Non-beneficially held 
Beneficially held 
Non-beneficially held 
 

12,000,000
-
-
-

500,000
1,000,000

-
-

100,000
-

 
- 
- 
- 
- 
 
 

500,000 
- 
- 
- 
- 
- 

12,000,000
-
-
-

1,000,000
1,000,000

-
-

100,000
-

 
(d) Loans to directors and executives 
No directors or executives held any loans with the Company during the year. 
 
(e) Other transactions with directors and executives 
Refer to note 20 of the financial statements for details of related party transactions with directors and 
executives. 
 
Note 19: Remuneration of auditors 
 
During the year the following fees were paid or payable for services provided by the auditor of the parent 
entity, its related practices and non-related audit firms: 
 

Consolidated Parent Entity 
2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
(a) Assurance services     
Audit services     
PricewaterhouseCoopers Australian firm 
Auditors of parent entity 

 
 
 

Audit and review of financial reports and other 
audit work under the Corporations Act 2001 
 

32,500 17,000 
 

32,500 17,000

Non-PricewaterhouseCoopers audit firms for the 
audit or review of financial reports of any entity in 
the Group 1,013 977 - -
Total remuneration for audit services carried 
forward 33,513

 
17,977 32,500 17,000
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Note 19: Remuneration of auditors (continued) 
 

Consolidated Parent Entity 
2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
Total remuneration for audit services brought 
forward 33,513

 
17,977 32,500 17,000

  
Other assurance services  
PricewaterhouseCoopers Australian firm 
    Due diligence services -

 
9,158 - -

 
Total remuneration for assurance services 33,513

 
27,135 32,500 17,000

 
It is the Group’s policy to employ PricewaterhouseCoopers on assignments additional to their statutory 
audit duties where PricewaterhouseCoopers expertise and experience with the Group are important. It is 
Group policy to seek competitive tenders for all major consulting projects. 
 
Note 20: Related party transactions 
 
(a) Parent entity 

The ultimate parent entity within the Group is Magnum Mining and Exploration Limited  
 
(b) Subsidiaries 

Interests in subsidiaries are set out in note 22. 
 
(c)  Directors and specified executives  

Disclosures relating to directors and specified executives are set out in note 18. 
 
(d)  Loans to controlled entities  

Loans to controlled entities comprise (refer to note 9):  
 
   Magold Mindanao Holding Corporation - -

 
6,035 6,035

 
Note 21: Dividends 
 
Franking credits available for the subsequent year 

 
58,451

 
58,451

 
58,451 

 
58,451

 
The above amounts represent the balance of the franking account as at the end of the year, adjusted for: 
 
(a) franking credits that will arise from the payment of the amount of the provision for income tax  
(b) franking debits that will arise from the payment of dividends recognised as a liability at the 

reporting date, and 
(c) franking credits that will arise from the receipt of dividends recognised as receivables at the 

reporting date. 
 
The consolidated amounts include franking credits that would be available to the parent entity if 
distributable profits of subsidiaries were paid as dividends. 
 
No dividends have been paid or declared during the year (2005: nil). 
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Note 22: Subsidiaries 
 
The consolidated financial statements incorporate the assets, liabilities and results of the following 
subsidiaries in accordance with the accounting policy described in note 1(b): 
 
Name of Entity Country of Class of Equity Holding 
 Incorporation Shares 2006 

% 
2005 

% 
 
Magold Mindanao Holding Corporation 

 
Philippines 

 
Ordinary 

 
39.99 

 
39.99 

Tameka Shelf Company Four (Pty) Ltd Namibia Ordinary 100 100 
 
Magold Mindanano Holding Corporation has been treated as a fully consolidated entity on the basis that 
the parent entity has the power to govern its operating and financial policies. 
 
Note 23: Investments in associates 
 
The consolidated entity has a 49.99% investment in Magphil Mineral Resources Corporation (also 
referred to as the Bunawan Project), which is incorporated in the Philippines. This investment is held via 
a 39.99% interest by the parent entity and a 10% interest by Magold Mindanao Holding Corporation a 
fully consolidated entity (refer to note 22).  
 
The principal activity of Magphil Mineral Resources Corporation is the exploration of gold in the 
Philippines. 
 
(a) Carrying amounts 
 
 

Name of Entity Ownership 
interest 

Consolidated Parent Entity 

 2006 2005 2006 2005 2006 2005 
 % % $ $ $ $ 
     
Magphil Mineral Resources 
Corporation 

 
49.99 

 
49.99 263,394

 
147,674 285,487 172,222

 
(b) Movement in carrying amounts 
 
 Consolidated 
 2006 2005 
 $ $ 
Carrying amount at the beginning of the year 147,674 - 
Initial investment – at cost - 30,685 
Additional investment through exploration spend incurred 113,265 147,674 
Loans to intercompany - (29,373)
Share of losses before income tax (1,524) (1,124)
Share of movement in foreign exchange reserve 3,979 (188)
 
Carrying amount at the end of the year                                          

 
263,394 

 
147,674 
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Note 23: Investments in associates (continued) 
 
(c) Summarised financial information of associates 
 

 Group’s share of: 
 Assets Liabilities Revenues Loss 

 
$ $ $ $ 

2006     
Magphil Mineral Resources Corporation 263,394 - 89 (1,524)
     
2005  
Magphil Mineral Resources Corporation 147,674 810 84 (1,124)
 
Note 24: Contingent liabilities 
 
Details and estimates of maximum amounts of contingent liabilities are as follows: 
 
Guarantees Consolidated Parent Entity 
 2006 

$ 
2005 

$ 
2006 

$ 
2005 

$ 
Secured guarantees in respect of mining tenements 
with the Department of Mineral Resources. These 
guarantees comprise deposits held with financial 
institutions on behalf of (note 8): 

 

Magnum Mining and Exploration Limited 30,000 30,000 30,000 30,000
 
Note 25: Reconciliation of profit/(loss) after income tax to net cash outflow from operating 

activities 
 
Profit/(loss) after income tax (417,901)

 
(271,047) 

 
(409,729) (263,006)

Depreciation 4,068 - 4,068 -
Share of loss in associates 1,524 1,124 - -
Change in operating assets and liabilities:   

(Increase) decrease in interest receivable - 915 - 915
(Increase) decrease in sundry debtors (4,552) 1,556 (791) 1,556
Increase (decrease) in other debtors (54,788) - (54,788) -
Increase (decrease) in other creditors 236,088 22,837 235,955 22,444

 
Net cash outflow from operating activities (235,561)

 
(244,615) 

 
(225,285) (238,091)

 
 
 
 
 
 
 
 
 

 
37 



MAGNUM MINING AND EXPLORATION LIMITED  A.B.N.  70 003 170 376 
      
 
Notes to the financial statements 
31 December 2006 (continued) 
 
Note 26: Earnings per share 
 
 Consolidated 
 2006 

$ 
 

2005 
$ 

Basic earnings per share (0.0044) (0.0033)
 
Weighted average number of ordinary shares used as the 
denominator in calculating basic earnings per share 

 
 

94,480,685 80,932,740
   
(a) Reconciliation of earnings used in calculating earning per 

share 
  

   
Loss attributable to members of Magnum Mining and Exploration 
Limited 

 
(417,901) (271,047)

Loss attributable to minority interests - 3,549
Loss attributable to ordinary equity holders of the company used in 
calculating basic earning per share 

 
(417,901) (267,498)

 
Diluted earnings per share are the same as basic earnings per share. 
 
Note 27: Commitments for exploration expenditure 
 
Exploration Commitments 
Magnum Mining and Exploration Limited (“Magnum”) is a party to the joint venture known as the 

the Bunawan Project with  Philsaga Mining Corporation (“Philsaga”).  Magnum can earn 50% equity in 
the project by the expenditure of US$1.5 million.  However, this expenditure is discretionary as there is 
no contractual obligation for Magnum to meet the expenditure requirement of US$1.5 million.    
 
Note 28: Events occurring after the balance sheet date 
 
The company has contracted to acquire 49% of the issued capital of Tantalite Valley Estates (Pty.) Ltd. 
(“TVE”) a company which owns Mining Licence 77, farmland, mining land and buildings and land in 
Karasburg, Namibia.  
 
Wholly owned subsidiary, Tameka Shelf Company Four (Pty.) Ltd. has agreed to purchase Mining 
Licence 77 from TVE for the sum of N8.0 million (approx. A$1.38 million). 
 
The company has contracted to acquire 100% of the issued capital of Namibian Tantalite Investment 
(Pty.) Ltd. (“NTI”) for the sum of A$1.5 million.  Consideration for the acquisition is to be satisfied by 
the issue of 15,000,000 shares in Magnum Mining and Exploration Limited credited as fully paid. 
 
The completion of the above acquisitions were finalised 23 February 2007.   
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Directors’ declaration 
 
In the directors’ opinion: 
 
(a) the financial statements and notes set out on pages 15 to 38 are in accordance with the Corporations 

Act 2001, including: 
 

(i) complying with Accounting Standards, the Corporations Regulations 2001 and other 
mandatory professional reporting requirements; and 

 
(ii) giving a true and fair view of the company’s and consolidated entity's financial position as at 

31 December 2006 and of its performance, as represented by the results of their operations, 
changes in equity and their cash flows, for the year ended on that date; and 

 
(b) there are reasonable grounds to believe that the company will be able to pay its debts as and when 

they become due and payable; and 
 
(c) the audited remuneration disclosures set out on pages 7 to 9 of the directors’ report comply with 

Accounting Standards AASB 124 Related Party Disclosures and the Corporations Regulations 
2001. 

 
The directors have been given the declarations by the chief executive officer and the chief financial 
officer required by section 295A of the Corporations Act 2001. 
 
This declaration is made in accordance with a resolution of the directors. 
 
 
 
 
J.B. Rodger 
Director 
 
 
Sydney 
30 March 2007 
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Independent audit report to the members 
of Magnum Mining and Exploration Limited 
 
 
 
 
Audit opinion 
 
In our opinion: 

1. the financial report of Magnum Mining and Exploration Limited Group: 

• gives a true and fair view, as required by the Corporations Act 2001 in Australia, of the 
financial position of Magnum Mining and Exploration Limited and the Magnum Mining 
and Exploration Limited Group (defined below) as at 31 December 2006, and of their 
performance for the year ended on that date, and 

• is presented in accordance with the Corporations Act 2001, Accounting Standards and 
other mandatory financial reporting requirements in Australia, and the Corporations 
Regulations 2001; and  

2. the audited remuneration disclosures that are contained in pages 7 to 9 of the directors’ report 
comply with Accounting Standard AASB 124 Related Party Disclosures (AASB 124) and the 
Corporations Regulations 2001. 

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

Scope  

The financial report, remunerations disclosures and directors’ responsibility 
The financial report comprises the balance sheet, income statement, cash flow statements, statement of 
changes in equity, accompanying notes to the financial statements, and the directors’ declaration for 
both Magnum Mining and Exploration Limited (the company) and the Magnum Mining and 
Exploration Limited Group (the consolidated entity), for the year ended 31 December 2005. The 
consolidated entity comprises both the company and the entities it controlled during that year. 

The company has disclosed information about the remuneration of directors and executives (audited 
remuneration disclosures) as required by AASB 124, under the heading “remuneration report” on 
pages 7 to 10 of the directors’ report, as permitted by the Corporations Regulations 2001. 

The directors of the company are responsible for the preparation and true and fair presentation of the 
financial report in accordance with the Corporations Act 2001. This includes responsibility for the 
maintenance of adequate accounting records and internal controls that are designed to prevent and 
detect fraud and error, and for the accounting policies and accounting estimates inherent in the 
financial report.  The directors are also responsible for the remuneration disclosures contained in the 
directors’ report.  

Liability limited by a scheme approved under Professional Standards Legislation 
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Audit approach 
We conducted an independent audit in order to express an opinion to the members of the company. 
Our audit was conducted in accordance with Australian Auditing Standards, in order to provide 
reasonable assurance as to whether the financial report is free of material misstatement and the 
remuneration disclosures comply with AASB 124 and the Corporations Regulations 2001. The nature 
of an audit is influenced by factors such as the use of professional judgement, selective testing, the 
inherent limitations of internal control, and the availability of persuasive rather than conclusive 
evidence. Therefore, an audit cannot guarantee that all material misstatements have been detected. For 
further explanation of an audit, visit our website http://www.pwc.com/au/financialstatementaudit. 

We performed procedures to assess whether in all material respects the financial report presents fairly, 
in accordance with the Corporations Act 2001, Accounting Standards and other mandatory financial 
reporting requirements in Australia, a view which is consistent with our understanding of the 
company’s and the consolidated entity’s financial position, and of their performance as represented by 
the results of their operations, changes in equity and cash flows. We also performed procedures to 
assess whether the remuneration disclosures comply with AASB 124 and the Corporations 
Regulations 2001. 

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

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

• assessing the appropriateness of the accounting policies and disclosures used and the 
reasonableness of significant accounting estimates made by the directors. 

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

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

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

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

 
 
 
PricewaterhouseCoopers 
 
 
 
 
Marc Upcroft Sydney 
Partner 30 March 2007 
 
 
Liability limited by a scheme approved under Professional Standards Legislation 
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Shareholder information 
 
The shareholder information set out below was applicable as at 22 March 2007. 
 
1. Substantial Holders 

Substantial holders in the company are set out below: 
 
 Ordinary Shares 
 Number held Percentage
John Brian Rodger 12,000,000 9.51 
Stately Glory Limited 6,000,000 4.76 

 
2. Voting Rights 

The voting rights attaching to the shares are, on a show of hands every member present in person or by 
proxy shall have one vote and upon a poll, each share shall have one vote. 

 
3. On-Market Buy-Back 
 There is no current on-market buy-back. 
 
4. Distribution of Shareholders 

(i) Analysis of numbers of shareholders by size of holding: 
 

No. of Shares  No. of Shareholders 
1 – 1,000 

1,001 – 5,000 
5,001 – 10,000 

10,001 – 100,000 
100,001 and over

 124 
321 
137 
326 
127

 

 1,035  
(ii) There were 160 holders of less than a marketable parcel of shares. 
 

5. Twenty Largest Shareholders 
 
Name of Shareholder: 

Number 
Held: 

Percentage of 
Issued Shares: 

1. Sunshore Holdings Pty Limited 
2. Aero Agencies International Limited 
3. Blackmort Nominees Pty Limited 
4. Stately Glory Limited 
5. Elegant Global Limited 
6. Merrill Profits Limited 
7. Minvest Capital Holdings Limited 
8. Houtbay International Limited 
9. Shannon Corporate Nominees Pty Limited 
10. Australian Sport & Recreation Link Pty Limited 
11. Dr. Salim Cassim 
12. K C Investments 
13. Portpatrick Incorporated 
14. Citi Corp Nominees Pty Limited 
15. ANZ Nominees Limited (Cash Income Account) 
16. Allegiance Trading Limited 
17. Christopher Robert Rogerson (Almondbury Account) 
18. HSBC Custody Nominees (Australia) Limited 
19. Warmbad Investment Holdings (Pty) Limited 
20. Yarandi Investments Pty Limited (Griffith Family No. 2 Account) 
 

11,500,000 
7,000,000 
5,140,000 
5,000,000 
4,125,000 
4,075,000 
3,750,000 
3,000,000 
2,900,000 
2,600,000 
2,500,000 
2,500,000 
2,500,000 
2,210,709 
2,005,000 
2,000,000 
1,600,000 
1,500,000 
1,500,000 
1,281,661 

 9.12
5.55
4.07
3.96
3.27
3.23
2.97
2.38
2.30
2.06
1.98
1.98
1.98
1.75
1.59
1.59
1.27
1.19
1.19
1.02

 68,687,370  54.45
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Schedule of Tenements 
 
Magnum Mining and Exploration Limited hold no current tenements. 
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