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chairman’s
address

[ am pleased to present you with the 2000 Annual Report of

Pima Mining NL.

We have had another financial year of significant and exciting

progress in our 80% owned subsidiary SAMAG Limited, which

is developing the Port Pirie magnesium project.
The development of SAMAG has resulted from our stated

strate gy:

The Port Pirie magnesium metal production
project of SAMAG is based on the Northern Flinders
Ranges magnesite deposits where a major core-
drilling program which began in October 1998,
defined a world-class resource totalling 516 million
tonnes of contained magnesite.

This resource will provide the feedstock for the
Port Pirie magnesium plant which will be at the
bottom of the cost curve for magnesium metal and
alloy production. In addition to the Flinders Ranges
magnesite deposits supporting the production of
magnesium metal at Port Pirie, SAMAG is actively
developing a program to investigate opportunities for

agricultural and other markets for the magnesite and

the dolomite which is interleaved between the
magnesite beds in the deposit. We believe there are
major opportunities in these areas as we will have
available substantial quantities of raw magnesite
and dolomite portside Port Pirie for particularly
low costs.

Our progress on the SAMAG magnesium project
continues to be rapid and dramatic and has been
assisted by shareholder support through the
underwritten exercise of $10.8 million in options
on 30 September 2000. This enabled the project
momentum to continue at a rapid rate as we move
towards currently scheduled financial close during the

2nd quarter 2001.



Significant achievements during the past year have
included:
* Establishment of an 18.3 million tonne mineable reserve
at Mount Hutton, 17 kilometres from the Leigh Creek

Rail Head.

A trial mining program that has confirmed mining

techniques and costs and dilution factors.

Undertaken extensive batch and continuous leach test
work to refine and define design parameters for the acid

leach and purification sections of the proposed plant.

Undertaken further engineering design and costing work
that is expected to lead to a bankable feasibility study by
the end of 2000. This work is being undertaken by Krupp
Uhde, a major German engineering technology and

contracting company and Thiess Contractors Pty Limited.

Developed gas and electricity supply strategies which are
in the process of being implemented. As energy is a
significant operating cost component this is a significant
element in ensuring the project’s bankability. To date,

all indications are that energy prices will be within the
levels utilised in the Definitive Feasibility Study (“DFS”)
completed in September 1999 that demonstrated the

project’s economic viability.

Acquired a worldwide exclusive licence over the Dow

Chemical Company magnesium production technology.

Developed a two-pronged financing strategy to either:
- Introduce a major joint venture partner; or

- Pursue development in our own right.

Continued and extensive program of discussions with
potential major magnesium and alloy off-take customers.
The DFS, which was completed in September 1999,

showed that we have a robust project which will generate
sound financial returns. The DFS estimated capital costs to
be US$375 million and cash operating costs to be below
US$0.60/1b of magnesium metal or alloy.

Subsequent engineering design and optimisation work

that has been undertaken gives us confidence that the

capital costs will be reduced as well as confirming the
operating cost numbers.

The key plank in the Company’s strategy to enter the
primary magnesium production business is the acquisition
of the Dow magnesium production technology. The
production of magnesium by electrolytic processes requires
proprietary dehydration and cell technology. Dow, up
until the closure of their plant in Freeport USA, was the
world’s largest magnesium producer. The Dow processes
for magnesium production from magnesium chloride
brine, which SAMAG will be utilising, have produced more
magnesium than any other competing process by at least
3 times. There is little doubt that the Dow process
technology that has been utilised in its various
developments for over 50 years is well proven.

More importantly, we have been successful in attracting
to SAMAG’s management team a number of the former
Dow magnesium senior technical and engineering
personnel to assist us in engineering, environmental,
commissioning and operational matters. In particular,
SAMAG Limited has appointed Mr Frank Petitti, Dow
Magnesium’s Global Business Director as a non-executive
director and marketing consultant.

The technology acquired from Dow comprises not
only process and production and related technology but
also the results of extensive research and development in
a broad range of downstream magnesium applications.
We are only just coming to grips with the extent of the
information SAMAG has available to it but it is already
clear that it will provide SAMAG with a significant
competitive advantage in developing specialist application
markets for primary magnesium.

The year ahead promises to be one with significant
challenges as SAMAG moves to financial close. The focus
within SAMAG aimed at achieving the financial close

includes:



chairman’s address cont.

* Finalise continuous leach test work for basic engineering
design and process guarantee purposes;

* Finalise current conceptual design engineering and new
capital and operating cost estimates to bankable status;

* Finalise marketing negotiations in relation to material off
take sufficient to support project finance lending needs;

* Finalise and enter into contractual arrangements in
relation to key inputs, particularly gas and electricity.

Needless to say, with the entire Pima focus on our
involvement in the SAMAG Magnesium Project, we have
put less emphasis on the exploration of gold and base metal
targets in the Gawler Craton and in the Adelaide Hills.
Apart from organisational resources, both the financing
of these activities is difficult to justify in the recent
environment for exploration of smaller resource
companies. Although we were pleased with the progress
we have made in terms of exploration results, we have
taken the decision to minimise expenditures on exploration
even if this means a number of tenements are relinquished.

We are, however, mindful that Pima’s role in the
development of SAMAG is primarily one of project
development and that significant changes in management
will no doubt be necessary once the project goes through
financial close and into construction and operation. In
light of this, the Pima Board remains alert to opportunities
for the Company and its people to apply their skills and
knowledge to other possible resource developments.

We are looking forward, through our 80% owned
subsidiary SAMAG, to becoming a major, profitable and
innovative new entrant into the magnesium industry that
offers the prospect of significant and profitable growth
once the stage 1 plant has been established at Port Pirie.

We are planning the Port Pirie operation on the basis that

it may ultimately become a 250,000 tonne per annum
production facility as the magnesium market develops.

Whilst we have made significant advances with the
SAMAG project as project developers we remain mindful
that the project concept was developed by the magnesium
study group within Primary Industries and Resources,
South Australia (“PIRSA”) which had the foresight to
pursue the possibilities and undertake the pre-feasibility
study prior to our involvement in 1998. We are indebted
to PIRSA for their past and ongoing support of SAMAG.

Our exploration and technical team under the
leadership of our Managing Director Ric Horn is to be
congratulated on their professionalism, enthusiasm and
dedication in undertaking the resource drilling, reserve
definition, mine planning and test work supervision of
what is a world-class magnesite resource.

Through the year SAMAG’s needs for internal
engineering expertise has increased and John Clark,
SAMAG’s Director Engineering has developed a small
core team with the necessary engineering expertise both
in Australia and Freeport, Texas to ensure that we have
the capacity to bring the SAMAG Port Pirie operation
to fruition.

The Pima Board and Shareholders can only express
their gratitude for the dedication and application that the
Pima and SAMAG teams have shown in pursuing the

SAMAG development.

P J D Elliott

Chairman



review of

SAMAG LIMITED — MAGNESIUM PROJECT

projects

SAMAG Limited is an 80% owned subsidiary that is

undertaking the development of the Port Pirie magnesium
project. Full details of SAMAG's activities are included in the

accompanying SAMAG 2000 Project Report.

GOLD AND BASE METALS

Late last year the Board of Pima Mining NL decided
to minimise all exploration expenditure on the company’s
gold and base metal tenements. This decision was taken
due to a significant downturn capital market interest in
supporting exploration and in order to focus all resources
on the development of the Magnesium Metal Project.

The following exploration licences were either
relinquished or the joint venture terminated: EL 2187
Hiltaba, EL 2416 Reid, EL 2520 Mt Craig, EL 2323
Yardea, EL 2323 Smokey Bay, EL 2528 Sketching Pile,
EL 2330 Mt Wedge, EL 2320 Bulgunnia, EL 2417
Holowilena, EL 2287 Glendambo, EL 2302 Glendambo
and EL 2303 Kingoonya. These tenements had all been
held primarily for gold and base metal exploration.
Sandstone (EL 2239, EL 2503) — 76.6% and 45%
respectively.

No field activities have been undertaken within
EL 2239.

EL 2503 located 40 kilometres northeast of the
Challenger gold resource, is currently joint ventured
with Minotaur Gold Limited and Gawler Gold Limited,

with Minotaur managing the project. Results of 17

reverse circulation drillholes carried out in the previous
year returned extremely encouraging results. Best
intersection was hole number 8, which recorded 20
metres at 0.12g/t gold from 56 metres to 76 metres
and 0.13g/t gold from 100 metres to 112 metres,
including 4 metres at 0.68g/t gold.

Further drilling is considered warranted, however,
the Board of Directors opted not to allocate funds to
drilling pending an improvement in the gold price and
the commitment of available funds to the highly rated
SAMAG project.

Kanmantoo (EL2663 — formerly EL 1965 and
EL 2523) — 60% and 100% respectively.

No field exploration activities were undertaken
during the year. A proposal by CRC — LEME (CSIRO)
to undertake a study of the geochemistry and
mineralogy of saline acid sulphate soil seepages in the
Mt Lofty Ranges is been supported by Pima. This work
is designed to aid the geochemical exploration for
buried copper-lead-zinc-gold deposits associated with
the well-mineralised Talisker Calc-Silicate unit. The Mt
Torrens, Angas, Strathalbyn, Wheal Ellen, Kanmantoo

and Brukunga deposits are all located within this



horizon. Further exploration is considered warranted

pending an improvement in gold and base metal prices.
Processing and interpretation of newly acquired

acromagnetic data is continuing and a Joint Venture partner

is being sought.

No field exploration activities were undertaken during
the year. The joint venture partners were advised that
Pima Mining NL did not intend to spend any further
exploration funds on this project and Pima relinquished
the management of the joint venture.

Efforts were made to attract a major partner to the
Joint Venture without success and the Board of Directors is

now considering terminating the joint venture agreement.

During the year EL 2528 (Sketching Pile) was
relinquished and a portion of EL 2533 was surrendered.

On the 13 January 2000 the company entered into
a farm-out agreement with Billiton Exploration and
Minotaur Gold NL with respect to EL 2533.

Under the terms of the farm-out arrangement,
Billiton/Minotaur may expend $750 000 to earn 75%
equity in EL 2533 within 24 months of the granting of
drilling approvals. Billiton/Minotaur may expend an
additional $1,250,000 to earn an additional 15% within a
further 24 months. Kelaray may elect to dilute to a 2% free
carried interest to the end of a bankable feasibility study.

No field activities have been taken due to the pending
negotiation of Native Title Agreements with the Kokatha,
Barngarla and Kuyani Claimant groups. A detailed gravity
survey is planned for implementation as soon as native

title agreements have been secured.

Pima has maintained its 33% interest in Coombedown
Resources NL.
The main Coombedown asset is a 10% free carried

interest in EL’s 2238 and 2654 joint ventured to

Dominion/Resolute. Tenements held in the
Kingoonya/Glendambo area (EL 2287, 2302, 2303 and
ELA 84/99) were all relinquished after failing to attract a
joint venture partner. Coombedown is actively secking a
partner to participate in the development of large deposits
of palygorskite located within EL 2238 and 2654

(absorbent clay) used in environmental clean-ups.

Pima Mining holds four (4) exploration licence
applications in the AP lands. The Musgrave block has had
very little exploration since the late 1960’s early 1970’
and is considered a totally unexplored geological terrain
with potential for the discovery of nickel, copper cobalt,
platinum group elements and gold.

The recent discovery of significant nickel-copper-cobalt
deposit by Western Mining in the Western Australia portion
of the Musgrave Block, approximately 200km west of the
Pima tenements, has enhanced the exploration potential in
the South Australian portion of the Musgrave Block.

Pima Mining intends to acquire the new detailed
aeromagnetic data from the TEISA surveys for the processing
and geological interpretation. Consideration is being given

to attractjng a joint venture partner for the project.

Pima has examined a number of prospects and joint
venture opportunities and considers that the interests
of the shareholders will be best served by seeking
involvement in more advanced projects. A range of
commodities including mineral sands, industrial minerals,
oil and gas, gold, nickel copper and basemetals are
currently been reviewed. The primary focus of expenditure
by Pima Mining during the coming 12 months will
continue to be the SAMAG Magnesium Metal Project
at Port Pirie. Other opportunities for the development
of the vast Leigh Creek Magnesite deposits such as the
building, chemical and agricultural industries are also

being examined.



GAWLER CRATON

EL 2558  Talia — Jennet
EL 2663  Kanmantoo

EL 2239  Sandstone

EL 2503  Aurora Tank

EL 2523  Wheal Ellen
EL 2533  Bosworth  (a)

COOMBEDOWN RESOURCES
EL 2238  Sandstone
EL 2654  Sandstone

SAMAG LIMITED
EL 2100  Leigh Creek (b)

EL 2570 Mt Parry
EL 2565  Willouran Ranges
EL 2695  Leigh Creck

(a) Since reapplied for
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TENEMENT SCHEDULE AS AT 30 JUNE 2000

1,644
685
215
80
4.43
295

42
946

1,293

855
783
27

26.10.1998
03.11.1999
22.11.1996
26.03.1998
25.06.1998
13.07.1998

22.11.1996
13.10.1999

04.08.1995

03.01.1999
19.11.1998
19.11.1998

(b) Since reapplied for as a new EL due to five year term being up

25.10.2000
02.11.2000
21.11.2001
25.03.2001
24.06.2001
12.07.2000

21.11.2000
12.10.2000

03.08.2000

04.01.2001
18.11.2000
02.02.2001

Earning 75%
60%

73%

45%

100%

100%

3.3%
3.3%

100% of
magnesite

100%
100%
100%



Pima Mining N L
and its controlled
entities

The directors present their report
together with the financial report of
Pima Mining NL (“the Company”) and
the consolidated financial report of the
consolidated entity, being the Company
and its controlled entities, for the year

ended 30 June 2000 and the auditors’

report thereon.



DIRECTORS

The directors of the company in office at any time
during or since the financial year are:

Patrick James Dymock Elliott - MBA, BComm,

CPA - Director and Chairman

Mr Elliott, aged 48, has had over 28 years experience

in investment, financial and industrial management, having

previously been with Consolidated Goldfields Australia
Limited, Morgan Grenfell Australia Limited and Natcorp
Investments Limited. He is also a Director of Alpha
Healthcare Limited, St. Francis Group Ltd, Sundowner
Corporation Limited, Marlborough Resources NL,
Orbcomm Australia Pacific Limited, Huntley Business
Network Limited and Christie Retail Management
Limited (the Manager of the listed Homemaker Retail
Property Trust).

Cedric Murray Horn - BSc -

Managing Director

Mr Horn, aged 57 was appointed Managing Director
in November 1996 and immediately prior to joining the
company was Director, Minerals of the South Australian
Department of Mines and Energy. Whilst with the
department Mr Horn was responsible for the South
Australian Exploration initiative which was the catalyst
for the significant increase in exploration activity in the
Gawler Craton since 1994. Mr. Horn has had extensive

experience in exploration management and is uniquely

qualified to direct Pima in the development of its extensive

interests in the Gawler Craton.

Richard Clement Fitzhardinge Tiley -

FCA, ACIS - Director and Secretary

Mr Tiley, aged 70 is a chartered accountant and former
partner of Touche Ross & Co with 30 years experience in
corporate finance and administration in mining and other
industries. Mr Tiley is also a director of a number of
unlisted public and private companies.

Rhoderic Charles Whyte -

BEc, BA, MSI (Dip) - Director

Mr Whyte, aged 56, is a graduate in Economics from
Monash University in Melbourne and in Arts from the
Australian National University in Canberra, ACT. He has
30 years experience in corporate finance and international
investment and is a widely respected member of the
London financial community.
He has analysed, advised and helped finance a spectrum
of Australian, British and North American mining and oil
companies. Mr Whyte is also a Director and Chairman

of Moneta Porcupine Mines Inc.

DIRECTORS' MEETINGS
Seven meetings of directors were held during the year.
The number of meetings attended by each of the directors

of the company during the financial year are set out below:

Director No. of Meetings Attended
P J D Elliott 7
C M Horn 6
R C FTiley 7
R C Whyte 7



The relevant interest in the share capital of individual
directors as notified by the Directors to the ASX in
accordance with Section 205G(1) of the Corporations Law,
as at the date of this report is as follows:

PJD Elliott CM Horn RCFTiley RC Whyte

Shares 450,000 80,242 650,000 1,594,522
Options 162,500 - 162,500 1,800,000
30.9.2000

Options 1,400,000 - 600,000 700,000
27.11.2001

Options - 1,250,000 - -
02.12.2001

Options 112,500 11,250 212,500 -
31.3.2002

Options 1,400,000 1,250,000 600,000 700,000
25.11.2003

Options issued during year
25.11.2004 2,000,000 500,000 500,000 500,000

Full details of options issued are contained in Note 15.

DIRECTORS’ AND SENIOR EXECUTIVE’S —
EMOLUMENTS

Details of the nature and amount of each major element
of the emoluments of each director of the Company, and,
the only named officer of the company and the consolidated

entity receiving the highest emoluments, are:

DIRECTORS
PJD Elliott CM Horn RCF Tiley RC Whyte
$ $ $ $
Salary - 113,591 - -
Directors’ 18,000 - 24,000 22,000
Fees
Super - 23,409 20,000 -
Consulting 202,500 - 104,093 9,500
Fees
Non-cash - 2,401 2,493 -
Benefits
Total 220,500 139,401 150,586 31,500

OFFICERS
Consolidated Entity

JM Clark
$

Consulting 65,000

Fees
The value of unquoted options granted during the year
has been determined as nil as the exercise price at the time
of issue was higher than market value. Accordingly, no
amount has been included in the total emoluments above.
Details of options granted during the year are set out

under directors’ interests above.

The principal activities of the consolidated entity
during the course of the financial year consisted of

investment in mining properties and mineral exploration.

GROUP RESULTS

The operating loss of the consolidated entity for the
year ended 30 June 2000 after income tax was $1,432,165
(1999 loss - $1,671,465).

From 1 July 1999 to the date of this report, the
consolidated entity's principal operations have been
directed toward the acquisition and development of mining
properties. A detailed review of operations is contained in

the Chairman’s Address and Review of Projects.

DIVIDENDS
The directors do not recommend the payment of

a dividend.

There was major progress made towards the
development of the South Australia Magnesium Project

during the year.



In the opinion of the directors there were no other
significant changes in the state of affairs of the consolidated

entity that occurred during the financial year under review.

EVENTS SUBSEQUENT TO BALANCE DATE

In August 2000, the company entered into an
underwriting agreement in connection with the exercise of
54,256,872 listed options expiring on 30 September 2000
at an exercise price of 20 cents per share which will raise

$10.8 million.

110,344,483 options to take up ordinary shares issued
remain unexercised at 30 June 2000. Details of these
options including 4,500,000 options issued during the year
are given in Note 15 to the financial statements.

From the commencement of the financial year to the
date of this report there have been 105,350 shares issued
by virtue of the exercise of options at an exercise price of

20 cents per share.

DERIVATIVES AND OTHER FINANCIAL

INSTRUMENTS
At this stage of its development, the consolidated
entity’s exposure to changes in interest rates, foreign

exchange rates and commodity prices is minimal.

Likely future developments in the operations of the
consolidated entity will be in investment in mining
properties and in mineral exploration. It is the opinion of
the directors that the disclosure of any further information
on developments in the consolidated entity’s operations
other than included elsewhere in these accounts would
prejudice the interests of the consolidated entity, its

shareholders and employees.

10

ENVIRONMENTAL REGULATIONS

The consolidated entity’s operations are subject
to normal environmental regulations under both
Commonwealth and State legislation in relation to
its mining exploration activities.

The directors are not aware of any significant

breaches during the period covered by this report.

Any director may nominate a person to be considered
for appointment as a director of the company, either as
an additional director or as a replacement for a retiring
director. Criteria for Board membership rests on the
Board’s assessment of the capacity of a nominee to
contribute to the company. Membership of the Board
of Directors is reviewed on an on-going basis by the
Chairman of the Board.

The terms and conditions relating to the appointment
and retirement of non-executive directors are determined
by the Board on an individual basis at the time of
appointment of the director and are reviewed by the
Chairman on an on-going basis.

Each director of the company or a controlled entity
has the right to seek independent professional advice at
the expense of the company or the controlled entity.
Prior approval of the relevant Chairman is required
which is not unreasonably withheld.

The remuneration of executive directors and
non-executive directors is reviewed by the Board of
Directors with the exclusion of the Director concerned.
The remuneration of other senior executives of the
company is approved by the Chairman.

The nomination of external auditors and the review
of the adequacy of external audit arrangements is the

responsibility of the Board of Directors as a whole.



The company does not have a nomination committee,
a remuneration committee or an audit committee as the
company is not of a size or complexity to justify such
separate committees of directors. All matters which
might properly be dealt with by such committees are
subject to scrutiny at full board meetings.

The identification of areas of significant business
risk and arrangements to manage such risks are the
responsibility of the Chairman, executive directors
and senior executives. The Chairman reports to the
Board on such matters on an on-going basis.

All directors, executives and staff of the company
and of all controlled entities are required to abide by the
legal requirements and the standards of ethical conduct
as recognised in each relevant jurisdiction in which the

consolidated entity operates.

Indemnification

Since the end of the previous financial year, the
Company has not indemnified or made a relevant
agreement for indemnifying against a liability any person
who is or has been an officer or auditor of the Company.

Insurance Premiums

Since the end of the financial year the ultimate parent
entity has paid premiums on behalf of the Company in
respect of directors’ and executive officers’ liability and
legal expenses insurance contracts for the year ended
30 June 2001. Such insurance contracts insure against

certain liability (subject to specific exclusions) persons

who are or have been directors or executive officers of
the company.

Directors have not included details of the nature of
the liabilities covered or the amount of the premium
paid as such disclosure is prohibited under the terms
of the contract.

Signed at Sydney this 12th day of September 2000

accordance with a resolution of the Directors:

Patrick | D Elliott, Director

Richard C F Tiley, Director

11



financial statements

Note Consolidated The Company
2000 1999 2000 1999
$ $ $ $

Operating Loss Before Income Tax 3 (1432,165) (1,671,465  (2,060,618) (443,868)
Income tax attributable to operating loss 5 - - - -
Operating Loss After Income Tax (1,432,165) (1,671,465) (2,060,618) (443,868)
Outside equity interests in operating loss 22 (402) 422 - -
Net loss attributable to members of the company (1,432,567) (1,671,043) (2,060,618) (443,868)
Accumulated losses at the beginning of the financial year (5,944,166) (4,273,123) (4,452,461) (4,008,593)
Accumulated Losses at the End of the Financial Year (7,376,733) (5,944,166) (6,513,079) (4,452,461)

The profit and loss statements are to be read in conjunction with the notes to the financial statements set out on pages 15 to 31.
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PIMA MINING NL AND ITS CONTROLLED ENTITIES
BALANCE SHEETS AS AT 30 JUNE 2000

Note Consolidated The Company
2000 1999 2000 1999
$ $ $ $
CURRENT ASSETS
Cash 5,347,056 4,045,706 4,983,937 4,013,892
Receivables 6 29,866 11,011 5,604 8,177
Investments 7 107,880 122,880 107,880 122,880
Other & 15,020 L1oo b0 1100
Total Current Assets (3499823 4,180,697 5,098,521 | 4,146,049
NON-CURRENT ASSETS
Receivables 6 - - 9,153,147 5,747,929
Investments 7 2 65,000 82 82
Property, plant and equipment 9 121,186 90,510 107,310 66,257
Intangibles 10 - 10,227 - 10,227
Exploration and cvaluation expenditure 1 10487210 4882110 S -
Total Non-Current Assets 10608398 047847 9260539 5824495
Total Assets 16108221 908544 14359060 9,970,544
CURRENT LIABILITIES
Accounts payable 12 1,253,277 919,065 172,662 168,958
Provisions 13 26,615 - 26,615 -
Borrowings 14 14,672 22,207 14,672 22,207
Total Current Liabilities 1294564 94107 213949 191,165
NON-CURRENT LIABILITIES
Borrowings 14 1,538,922 17,582 6,722 17,582
Total Non-Current Liabilities 1538922 17,58 6722 17,58
Total Liabilities 2,833,486 958,854 20671 208,747
Net Assets 1B274TIS 8,269,600 14,138,389 9,761,797
SHAREHOLDERS’ EQUITY
Share capital 15 20,651,468 14,214,258 20,651,468 14,214,258
Reserves 16 - - - -
Accumulated losses (7,376,733) (5,944,166) (6,513,079)  (4,452,461)
Total Members’ Equity 13,274,735 8,270,092 14,138,389 9,761,797
Outside equity interests in controlled entities 22 - (402) - -
Total Shareholders’ Equity 13,274,735 8,069,690 14,138,389 9,761,797

The balance sheets are to be read in conjunction with the notes to the financial statements set out on pages 15 to 31.
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PIMA MINING NL AND ITS CONTROLLED ENTITIES
STATEMENTS OF CASH FLOWS FORTHE YEAR ENDED 30 JUNE 2000

Note Consolidated The Company
2000 1999 2000 1999
$ $ $ $

CASH FLOWS FROM OPERATING ACTIVITIES
Cash payments in course of operations (543,679) (755,062) (164,167) (604,107)
Exploration and evaluation expenditure (6,411,398) (2,454,983) - -
Interest received 183,442 51,603 107,140 50,836
Interest paid - (4,164) - (4,164)
Net Cash Used in Operating Activities 170) C(6T71,635)  (3,162,606)  (5T,027)  (557,435)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of controlled entity - - - (75)
Proceeds from sale of investments 213,292 12,694 213,292 12,694
Payments for exploration security deposits (10,000) - - -
Payments for plant and equipment (81,322) (21,078) (75,817) (19,380)
Net Cash Provided by/(Used In) Investing Activities 121,970 ............ (8 ,384—) ...... 137,4—75 ............. (6,761)
CASH FLOWS FROM FINANCING ACTIVITIES
Net proceeds from share issues 6,437,210 7,098,859 6,437,210 7,098,839
Proceeds from loans 1,532,200 - - -
Loans to controlled entities - - (5,529,218)  (2,637,152)
Finance lease repayments (18,395) (15,796) (18,395) (15,796)
Net Cash Provided by Financing Activities 7,95 1,015 ........ 7,083 ,063 ...... 8 89,597 ........ 4-,4-4-5,891
Net Increase/(Decrease) in Cash Held 1,301,350 3,912,073 970,045 3,881,695
Cash at the beginning of the financial year 4,045,706 133,633 4,013,892 132,197
Cash at the End of the Financial Year @ 5347,05 4,045,706 4983937 401389

The statements of cash flows are to be read in conjunction with the notes to the financial statements set out on pages 15 to 31.
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Pima Mining N L
and its controlled
entities

notes to the financial
statements

NOTE 1
STATEMENT OF SIGNIFICANT

ACCOUNTING POLICIES
The significant policies which have been adopted in the

preparation of this financial report are:

() Basis of Preparation

The financial report is a general purpose financial report which
has been prepared in accordance with Accounting Standards,
Urgent Issues Group Consensus Views, the authoritative
pronouncements of the Australian Accounting Standards

Board and the Corporations Law.

It has been prepared on the basis of historical costs and except
where stated, does not take into account changing money values

or current valuations of non-current assets.

These accounting policies have been consistently applied by each
entity in the consolidated entity and, except where there is a
change in accounting policy, are consistent with those of the

previous year.

(b) Non-current Assets

The carrying amounts of non-current assets, other than explo-
ration and evaluation (refer note 1(h)), are reviewed to determine
whether they are in excess of their recoverable amount at balance
date. If the carrying amount of a non-current asset exceeds the
recoverable amount, the asset is written down to the lower value.
In assessing recoverable amounts of non-current assets the
relevant cash flows have not been discounted to their present

value, except where specifically stated.

(c¢) Principles of Consolidation
The consolidated accounts of the consolidated entity include the
financial statements of the Company, being the parent entity, and

its controlled entities.

Where an entity either began or ceased to be controlled during
the year, the results are included only from the date control com-

menced or up to the date control ceased.

The balances, and effects of transactions, between controlled

entities included in the consolidated accounts have been eliminated.
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(d) Foreign Currency

Foreign currency transactions are translated to Australian curren-
cy at the rates of exchange ruling at the dates of the transactions.
Amounts receivable and payable in foreign currencies at balance

date are translated at the rates of exchange ruling on that date.

Exchange differences relating to amounts payable and receivable
in foreign currencies are brought to account as exchange gains or
losses in the profit and loss statement in the financial year in

which the exchange rates change.

(e) Income Tax

The consolidated entity adopts the liability method of tax effect
accounting, Income tax expense is calculated on operating prof-
it/ (loss) adjusted for permanent differences between taxable and
accounting income. The tax effect of timing differences which
arise from items being brought to account in different periods for
income tax and accounting purposes, is carried forward in the

balance sheet as a future income tax benefit or a deferred tax liability.

Future income tax benefits are not brought to account unless
realisation of the asset is assured beyond reasonable doubt. Future
income tax benefits relating to tax losses are only brought to
account when their realisation is virtually certain. The tax effect

of capital losses is not recorded unless realisation is virtually certain.

(f) Property, Plant and Equipment

Items of plant and equipment are depreciated/amortised over
their estimated useful lives using both the diminishing value and
the prime cost method. The depreciation rates for each class of

asset are as follows:

PC DV
Plant and Equipment 13-33% 20-40%
Lease Plant and Equipment 22.5-28% -

(g) Investments

Investments in controlled entities and other listed and unlisted
companies are carried at the lower of cost and recoverable
amount being a directors valuation based on market values for

underlying net asset values at the time of the valuation.

(h) Exploration and Evaluation Expenditure
Initial acquisitions of mining properties and exploration and eval-
uation costs are accumulated in respect of each separate area of

interest. These costs are carried forward where the right of
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tenure of the area of interest is current and they are expected to
be recouped through sale or successful development and
exploitation of the area of interest, or where activities in the

area of interest have not yet reached a stage that permits
reasonable assessment of the existence of economically
recoverable reserves and active and significant operations in,

or in relation to, the area of interest are continuing,

When an area of interest is abandoned or the directors decide
that it is not commercial, any accumulated costs in respect of that
area are written off in the year the decision is made. Each area of
interest is also reviewed annually and accumulated costs written

off to the extent that they will not be recoverable in the future.

The Company’s loans to controlled entities, whose principal
activity is the exploration and evaluation of mining and tenement
interests, have been utilised by those entities for exploration and
evaluation expenditure and have therefore been accounted for in
accordance with the above accounting policy as this represents

the underlying substance of these loans.

Amortisation is not charged on costs carried forward in respect
of areas of interest in the development phase until production

commences.

(i) Intangibles
A lease premium paid in respect of a lease is amortised over the

term of the lease.

(j) Interests in Joint Ventures

The consolidated entity’s interest in unincorporated joint
ventures is brought to account as exploration and evaluation
expenditure and plant and equipment, which represents the
consolidated entity’s proportionate interest in the joint venture

less amounts written off.

(k) Leases

Leases of plant and equipment under which the Company or its
controlled entities assume substantially all the risks and benefits
of ownership are classified as finance leases and are brought to
account as leased plant and equipment and lease liabilities.
Other leases are classified as operating leases and rentals are

expensed when due.



PIMA MINING NL AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS

Consolidated The Company
2000 1999 2000 1999
$ $ $ $
NOTE 2 - REVENUE
REVENUE FROM OPERATING ACTIVITIES
Interest from other parties 183,442 51,611 107,140 50,836
Management fee from controlled entity - - 879,382 294,621
Revenue from Outside Operating Activities
Gross proceeds from sale of non-current assets 213,292 12,694 213,292 12,694
Other Income 384 - 112 -
397’118 ................ ; 4’305 ..... 1’199’926 .............. 358’151
NOTE 3 - OPERATING LOSS
THE OPERATING LOSS HAS BEEN ARRIVED AT AFTER
CHARGING/ (CREDITING) THE FOLLOWING ITEMS:
Depreciation of Plant and Equipment 38,318 36,007 22,436 10,162
Less capitalised depreciation - (7,252) - -
38’318 ................ 2 8’755 .......... 22’43610’162
Amortisation of:
Leased Assets 12,328 15,555 12,328 6,345
Intangibles 10,227 15,352 10,227 11,235
Operating lease rental expense 75,308 86,211 57,153 64,457
Finance charges on capitalised leases - 4,144 - 4,144
Amount set aside to provision for diminution in
in value of investments - 58,694 - 58,694
Amount set aside to provision for diminution in
loans to controlled entities - - 2,124,000 -
Amount set aside to provision for diminution
exploration expenditure 400,000 - - -
Exploration and evaluation expenditures written off 471,296 898,465 - -
Net gain on disposal of investments (198,292) - (198,292) -
Amount set aside for provision for employee entitlements 26,615 - 26,615 -
NOTE 4 - AUDITORS’ REMUNERATION
Auditors of the company
- audit services 25,400 21,000 21,400 21,000
- other services - 22,838 - 22,838
25,40043)838 ......... 21,400 ................ 43’838
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PIMA MINING NL AND ITS CONTROLLED ENTITIES
NOTESTO THE FINANCIAL STATEMENTS

Consolidated The Company
2000 1999 2000 1999
$ $ $ $
NOTE 5 - INCOMETAX
INCOME TAX EXPENSE
Prima facie income tax benefit calculated at 36%
(1999: 36%) on the operating loss (515,580) (372,877) (741,822) (159,792)
Decrease/ (increase) in income tax benefit due
to permanent differences (50,160) 7,813 (31,767) 7,813
Tax losses and timing differences not recognised 565,740 365,064 773,589 151,979
Income tax atrbutable woperstnglos S Lo .
FUTURE INCOMETAX BENEFIT
NOT TAKEN TO ACCOUNT
The potential future net income tax benefit at 30%
(1999: 36%) arising from tax losses and timing differences,
has not been recognised as an asset because recoverability is
not virtually certain
Tax losses
Revenue Losses 5,540,101 4,187,332 1,599,567 1,875,733
Capital Losses 1,984,800 2,117,978 1,984,800 2,117,978
Timing differences (net) (2,904,586) (1,879,060) 721,486 107,350
4620315 4426250 4,305,853 4,101,061

The potential future income tax benefit will only be obtained if:

(i) the Company and/or the consolidated entity derives future assessable income of a nature and an amount sufficient to enable the benefit

to be realised, or the benefit can be utilised by another company in the consolidated entity in accordance with Division 170 of the

Income Tax Assessment Act 1997,

(if) the Company and/or the consolidated entity continues to comply with the conditions for deductibility imposed by the law; and

(ili) no changes in tax legislation adversely affect the company and/or the consolidated entity in realising the benefit.

The Company, and its controlled entities, have no franking credits available.
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PIMA MINING NL AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS

Consolidated The Company
2000 1999 2000 1999
$ $ $ $
NOTE 6 - RECEIVABLES
CURRENT
Other debtors 29,866 11,011 5,604 8,177
NonoCurrent
Loans to controlled entities - - 11,277,147 5,747,929
Less provision for diminution - - 2,124,000
................... S 9’153’1475,747’929
Further details of loams to controlled entities are set out in Noge g I
NOTE 7 - INVESTMENTS
CURRENT
Other Corporations
Listed Shares at cost 338,907 353,907 338,907 353,907
Less provision for diminution in value 231,027 231,027 231,027 231,027
........ 1 07,880122,880 107,880122’880
NON-CURRENT
Controlled entities - - 82 82
Unlisted Shares at cost 2 65,000 -
.................. 265,000 8282
Market value of listed investments 471,965 300,911 471,965 300,911
NOTE 8 - OTHER CURRENT ASSETS
Prepayments 3,921 - -
Security deposit 11,100 1,100 1,100 1,100
15’021 .................. 1’100 1’1001’100
NOTE 9 - PROPERTY,
PLANT AND EQUIPMENT
Plant and equipment at cost 213,872 131,354 121,371 45,552
Less accumulated depreciation 119,979 80,466 41,354 18,917

Leased plant and equipment at capitalised cost

Less accumulated amortisation

TOTAL PROPERTY, PLANT AND EQUIPMENT
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PIMA MINING NL AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS

Consolidated The Company
2000 1999 2000 1999
$ $ $ $
NOTE 10 - INTANGIBLES
Premium on lease at cost 55,000 55,000 55,000 55,000
Less accumulated amortisation 55,000 44,773 55,000 44,773
_10’227 .................... R ] 0’227
NOTE 11 - EXPLORATION AND
EVALUATION EXPENDITURE
Exploration and evaluation expenditure carried forward at cost 11,287,210 5,282,110 - -
Less Provision for diminution 800,000 400,000 - -
10’487’210 .......... 4’882,1 10 ................... S :

At 30 June 2000 this expenditure related to mining properties in the exploration and evaluation phase including 12 Exploration Licences

in South Australia in which the consolidated entity has acquired or is in the process of earning an interest.

The recoupment of expenditure carried forward in respect of mining properties depends on the successful development and commercial

exploitation or sale of mineral resources which have been, or may be, discovered in those properties.

NOTE 12 - ACCOUNTS PAYABLE

CURRENT
Trade creditors 771,004 268,307 - 86,650
Other creditors and accruals 247,662 650,758 172,662 82,308
Amounts due to related parties 234,551 - - -
""" 1,253,077 919,065 172,662 168,958
NOTE 13 - PROVISIONS
Annual Leave 26,615 - 26,615 -
NOTE 14 - BORROWINGS
CURRENT
Lease Liability 14,672 22,207 14,672 22,207
NON CURRENT
Lease Liability 6,722 17,582 6,722 17,582
Loan - unsecured 1,532,200 - - -
""" 1,538,922 17,580 6722 17,58

The unsecured loan is from the minority shareholder in a controlled entity and is interest free with no fixed repayment term.
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PIMA MINING NL AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS

Consolidated The Company
2000 1999 2000 1999
$ $ $ $
NOTE 15 - SHARE CAPITAL
ISSUED AND PAID UP CAPITAL
184,210,954 (1999: 162,377,177 ) ordinary shares, fully paid 20,688,488 14,214,278 20,668,488 14,214,258
MOVEMENTS IN ORDINARY SHARE CAPITAL
Balance at the beginning of the FinancialYear 14214058 10,072,110 14214258 10,072,110
Balance of share discount reserve - (2,956,690) - (2,956,690)
Shares issued
- 18,400,000 (1999: 112,003,751) shares issued for cash 6,046,000 7,096,263 6,046,000 7,096,263
- 3,433,777 (1999: 12,875) shares issued from the exercise
of options 686,755 2,575 686,755 2,575
- share placement costs (295,545) - (295,545) -
Balance at the end of the Financial Year 20,651,468 14,214,258 20,651,468 14,214,258
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PIMA MINING NL AND ITS CONTROLLED ENTITIES
NOTESTO THE FINANCIAL STATEMENTS

OPTIONS ON ISSUE

Expiry Date Exercise Number on Granted Converted to Exercised Number on Issue
Price Issue 30 June 1999 during year listed during during year 30 June 2000 year
Listed
30.9.2000 $0.20 52,364,774 - 2,000,000 (107,902) 54,256,872
31.3.2002 $0.20 39,411,486 - - (23,875) 39,387,611
Total Listed 91,776,260 - 2,000,000 (131,777) 93,644,483
Unlisted
31.3.2000 $0.20 3,302,000 - - (3,302,000) -
29.9.2000 $0.20 2,000,000 - (2,000,000) - -
30.6.2001 $0.20 1,000,000 - - ; 1,000,000
27.11.2001 $0.20 2,700,000 - ; ; 2,700,000
2.12.2001 $0.20 1,250,000 - - ; 1,250,000
30.4.2002 $0.20 3,000,000 - - - 3,000,000
25.11.2003 $0.20 3,950,000 - - - 3,950,000
25.11.2003 $0.35 - 1,000,000 - - 1,000,000
27.8.2004 $0.20 300,000 - - - 300,000
25.11.2004 $0.30 - 3,500,000 ; ; 3,500,000

Total Unlisted

Total Options

Notes:

1. On 23 July 1999 200,000 fully paid shares and 2,000,000 options, expiring on 29 September 2000, were issued to Rasp
Resources NL in connection with the earning of a 51% interest in certain tenements. Each option is exercisable at $0.20
in exchange for one fully paid ordinary share. These were converted to listed options expiring on 30 September 2000.

2. On 31 March 2000 3,302,000 fully paid shares were issued on the exercise of options expiring on that date.

3. 131,777 shares were issued during the year pursuant to the exercise of options.

4. On 25 November 1999 3,500,000 options were granted to directors at an exercise price of 30 cents with an expiring date
of 25 November 2004.

5. On 25 November 1999 1,000,000 options were granted at an exercise price of 35 cents with an expiry date of 25
November 2003.
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PIMA MINING NL AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS

Consolidated The Company
2000 1999 2000 1999
$ $ $ $
NOTE 16 - RESERVES
YEAR END BALANCE

Share discount reserve - R -

MOVEMENT IN RESERVES

SHARE DISCOUNT RESERVE

Balance at the beginning of the Financial Year - (2,956,690) - (2,956,690)
Included with share capital - 2,956,690 - 2,956,690

Balance at the end of the Financial Year - R -

NOTE 17 - NOTESTO THE
STATEMENTS OF CASH FLOWS

(a) Reconciliation of cash

For the purposes of the Statements of Cash Flows, cash
includes cash on hand and at bank and short term deposits

at call, net of outstanding bank overdrafts.

Cash as at the end of the Financial Year as shown in the
Statements of Cash Flows is reconciled to the related items

in the balance sheets as follows:

Cash 554,738 4,023,706 191,619 3,991,892
Short Term Deposits 4,792,318 22,000 4,792,318 22,000
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PIMA MINING NL AND ITS CONTROLLED ENTITIES
NOTESTO THE FINANCIAL STATEMENTS

Consolidated The Company
2000 1999 2000 1999
$ $ $ $
NOTE 17 - NOTESTO THE
STATEMENTS OF CASH FLOWS CONT.
(b) Reconciliation of operating loss after

income tax to net cash used in
operating activities
Operating loss after income tax (1,432,165)  (1,671,465) (2,060,618) (443,868)
Add/ (less) items classified as financing activities:
Profit on sale of non-current investments (198,292) - (198,292) -
Expense recovery from controlled entity - - (879,382) (294,620)
Add/(less) non cash items:
Amounts set aside to provisions 426,615 58,694 2,150,615 58,694
Amortisation 22,555 30,907 22,555 30,907
Depreciation 38,318 36,007 22,436 10,162
Exploration expenditure written off 471,296 - - -

""" (671,673)  (1,545,857)  (942,686)  (638,725)
Changes in assets and liabilities during the year:
(Increase)/decrease in sundry debtors and prepayments (22,776) (1,306) 2,573 1,377
(Increase)/decrease in exploration expenditure (6,411,398)  (2,396,794) - -
Increase/ (decrease) in trade creditors and accruals 334,212 781,351 883,086 79,913
Net cash used in operating activities (6,771,635)  (3,162,606) (57,027)  (557,435)

(c) Non-cash financial and investment activities
There were no non-cash financial and investment activities

during the year

(d) Financing facilities

The consolidated entity does not presently have any financing facility.
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PIMA MINING NL AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS

NOTE 18 - PARTICULARS IN RELATIONTO CONTROLLED ENTITIES

The controlled entities of Pima Mining NL are:

Name % Ownership Country of
2000 1999 Incorporation
Kelaray Pty Ltd 100% 100% Australia
Samag Limited 80% 80% Australia
Magnesium Holdings Pty Ltd 80% 80% Australia
Magnesium Developments Limited 80% 80% Australia

NOTE 19 - DIRECTORS’ REMUNERATION

Directors’ Income

The number of directors of Pima Mining NL whose income from the company or any related party falls within the following values are:

Consolidated The Company
2000 1999 2000 1999
$ $ $ $

$20,000 - $29,999 1 3
$30,000 - $39,000 1
$40,000 - $49,000 1
$130,000 -$139,999 1 1
Total income paid or payable, or otherwise made available,
to all Directors of the company and controlled entities from
the company or any related party $225,894 $212,179 $225,894 $212,179

Mr PJD Elliott is a director of Panstyn Investments Pty Ltd, and

Mr RCF Tiley is a director of Thalassa Services Pty Ltd. During

the year Panstyn Investments received consulting fees of $202,500
(1999: $153,000). Thalassa Services, and RCF Tiley, received fees for
the provision of administration, accounting and corporate secretarial
services of $74,093 (1999: $30,000) and $30,000 (1999: $90,000)
respectively. Mr RC Whyte received $18,338 (1999: §18,338) for
marketing services. These amounts are not included in the above

Directors’ remuneration disclosure.
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PIMA MINING NL AND ITS CONTROLLED ENTITIES
NOTESTO THE FINANCIAL STATEMENTS

NOTE 20 — EXECUTIVES’ REMUNERATION

The number of Executive Officers (who may also be Directors) of the Company and of controlled entities, whose remuneration from the

Company or related parties, and from entities in the consolidated entity exceeds $100,000 p.a., fall within the following bands:

Consolidated The Company
2000 1999 2000 1999
$ $ $ $
$130,000 - $139,999 1 1
Total income received, or due and receivable, from the
Company, entities in the consolidated entity or related parties
by Executive Officers of the Company and of controlled entities
whose income is $100,000 or more $139,401 $132,999 $139,401 $132,999
NOTE 21 — RELATED PARTY TRANSACTIONS
The following people held the office of director during the year: Patrick JD Elliott Richard CF Tiley
Cedrick M Horn Rhoderic C Whyte

Directors
Details of directors remuneration are set out in Note 19.  Apart from the details disclosed in Note 19, no director has entered into a
material contract with the company or the consolidated entity since the end of the previous financial year and there were no material

contracts involving directors' interests subsisting at year end.

Directors’ holdings of shares and share options
The interests of directors of the reporting entity and their director related entities in shares and share options of entities within the

consolidated entity at year end are set out below:

Listed Not Listed Not Listed Listed Not Listed Not Listed

Ordinary Options Options Options Options Options Options

Shares 30.09.2000  27.11.2001 02.12.2001  31.03.2002 25.11.2003 25.11.2004

Held at 1 July 1999 2,741,022 1,654,516 2,700,000 1,250,000 486,250 3,950,000 -

Shares and Options acquired 17,492 486,734 - - - - 3,500,000

Options exercised 16,250 (16,250) - - - - -

Shares and Options disposed of - - - - - - -

Held at 30 June 2000 2,774,764 2,125,000 2,700,000 1,250,000 486,250 3,950,000 3,500,000
Wholly owned group

Details of interests in wholly owned entities are set out at Note 18.

Partly owned controlled entities

Details of interests in partly owned controlled entities are set out at Note 18.

The Company received $879,382 (1999 $294,621) from SAMAG Limited to cover costs associated with the management of that company
in accordance with the SAMAG service agreement.

Funds receivable from wholly owned and partly owned controlled entities are provided interest free with no fixed repayment terms.

The consolidated entity received a loan of $1,532,000 (1999 — $Nil) from the minority shareholder in SAMAG. Further details are provided
in Note 14.
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PIMA MINING NL AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS

NOTE 22 — OUTSIDE EQUITY INTERESTS

Outside equity interests in controlled entities comprise:

Consolidated
2000 1999
$ $
Interest in accumulated losses at the beginning of the financial year (422)
Interest in operating loss after income tax during the year (125,162) (422)
Interest in accumulated losses at the end of the financial year (125,584) ................. ( 422)
Outside equity interests in net liabilities not recognised 125,564
peetmsme il T 20 ....................... 20
Total outside equity nterests S ( 402)

NOTE 23 — FINANCIAL REPORTING BY SEGMENTS

The consolidated entity operates predominantly in the mineral exploration and development industry in Australia.

NOTE 24 — COMMITMENTS

Consolidated The Company
2000 1999 2000 1999
$ $ $ $

Finance Lease commitments
Finance lease rentals are payable as follows:
Payable not later than one year 12,010 24 981 12,010 24,981
Payable later than one, not later than two years 7,813 8,198 7,813 8,198
Payable later than two, not later than five years 3,921 11,733 3,921 11,723

23,744 44,912 23,744 44912
Deduct future finance charges on finance leases 2,350 5,124 2,350 5,124

21,394 39,789 21,394 39,789
Lease liabilities provided for in the financial statements:
Current 14,622 22,207 14,622 22,207
Non-Current 6,772 17,582 6,772 17,582

21,394 39,789 21,394 39,789
Operating Lease commitments
Operating lease rentals are payable as follows:
Payable not later than one year 87,780 57,780 87,780 57,780
Payable later than one, not later than two years 30,000 57,780 30,000 57,780
Payable later than two, not later than five years 57,500 - 57,500

175,280 115,560 175,280 115,560
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PIMA MINING NL AND ITS CONTROLLED ENTITIES
NOTESTO THE FINANCIAL STATEMENTS

NOTE 24 — COMMITMENTS CONT.
COMMITMENTS FOR EXPLORATION EXPENDITURE

In order to maintain its interest in Exploration Tenements a commitment has been made to meet conditions under which the tenements

were granted or the particular interest is being earned.

The timing and amount of exploration expenditure commitments and obligations are subject to the minimum expenditure commitments
required by the applicable Mining Legislation or Joint Venture Agreement and may vary significantly from the forecast based upon the results
of the work performed which will determine the prospectivity of the relevant area of interest. Financial commitments for subsequent

periods are contingent upon results from the current period and, as such, will be negotiated at a future date.

Consolidated Consolidated
2000 1999 2000 1999
$ $ $ $
Annual expenditure commitments as at
30 June are 700,000 1,510,000 200,000 590,000

At balance date the consolidated entity was not subject to any material rehabilitation or restoration expenditure commitments.

NOTE 25 — CONTINGENT LIABILITIES

Termination Benefits
Under a service agreement with a director there is a contingent liability for termination benefits which cannot be quantified at this time.
Dow Chemicals

Under agreement with The Dow Chemical Company (“Dow”) a controlled entity, SAMAG Ltd (SAMAG), has purchased Dow’s technology
for the manufacture of magnesium. The purchase gives SAMAG full access to Dow’s technology for the manufacture of magnesium and to
Dow’s magnesium database and patents. The consideration for the purchase was $US350,000 (A$537,448), which was paid during the year
and a second technology fee of US$1 million is payable after SAMAG receives financial approval for the project. A third technology fee of

US$4 million is payable in four parts over 30 months, commencing after SAMAG gives notice that it will proceed with the main construction contract.
Native Title Claims

The SAMAG project, in particular the proposed mine site at Mount Hutton (Leigh Creek) is covered by one or more Native Title Claims.
EL’s 2100, 2565, 2695 and 2570 are subject to overlapping Native Title claims by the Kuyani Association Inc (SC95/4), Adnyamathanha

(SC99/1) and the Barngarla Families (SC96/4) and are subject to negotiations with representatives of the Traditional Owners.

All other tenements (except EL 2663) in which the consolidated entity has an interest are covered by one or more Native Title claims or are
within Aboriginal Lands and are subject to negotiations with representatives of the Traditional Owners. The consolidated entity has completed
a Mining Native Title Agreement (exploration) with respect to EL 2558. However, negotiations are in progress with respect to work pro-

grammes on other tenements.

The estimated contingent liability likely to exist with respect to continuing Native Title negotiations during the ensuring year is unlikely to

exceed $180,000.
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PIMA MINING NL AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS

NOTE 25 — CONTINGENT LIABILITIES CONT.
Other

There is a contingent liability of $200,000 under an agreement with a financial institution relating to assistance given to a controlled entity

in respect of project development financing,

A controlled entity has an agreement with an engineering company where in certain circumstances an estimated amount of $600,000 may

be payable.

In June 2000 a controlled entity approved the establishment of a bonus scheme to provide a performance incentive for key members of
management and technical team. Initial offers to participate in the scheme were issued in July 2000. Cash payouts under the scheme may
result after the elapse of a minimum period of two years from date a participant joins the scheme. Any payment will be determined in

accordance with a formula based on a future increase in the price of shares in Pima Mining NL.

NOTE 26 — INTEREST IN JOINT VENTURES

The consolidated entity holds interests ranging from 3.3% to 90% in various unincorporated joint ventures whose principal activities are

gold exploration. During the year ended 30 June 2000 the consolidated entity together with the other venturers were tenants-in-common
in various areas of mining interest. Included in the assets and liabilities of the Company and the consolidated entity are the following items
which represent the Company’s and the consolidated entity’s interest in the assets and liabilities employed in the joint ventures, recorded in

accordance with the accounting policy described in Note 1 (h).

Consolidated The Company
2000 1999 2000 1999
$ $ $ $

Non-current assets

Exploration and evaluation expenditure 1,482,767 1,735,351 -

Total non-current assets 1,482,767 1,735,351 -

Total assets 1,482,767 1,735,351 -

Exploration expenditure written offto profit and loss satement 403,908 256,645 S

No products or services have been received from the joint venture operations

NOTE 27 — LOSS PER SHARE

Consolidated
2000 1999
$ $
Basic loss per share 0.86 1.1
Weighted average number of ordinary shares used
in the calculated of basic loss per share 166,137,010 90,397,645

The diluted loss per share is not materially different from the basic loss per share
Options

Options to purchase ordinary shares not exercised at 30 June 2000 have not been included in the calculation of basic loss per share.
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