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DIRECTORS’ REPORT

Your Directors submit their report for the half year ended 30 June 2005,
DIRECTORS

The names of the company’s directors in office during the Half-year and until the date of _this report we
a5 below. Dhrectors were in office for this entire period uniess otherwise stated, :

wichael Atkins (Chairman)

Dermot Ryan {Chief Executive Officer) (appointed 13 May 2005 )
Mark Wilson (Executive Director) {(appointed 13 May 2005) |
Murray McDonald (resigned 13 Aprik 205)

Tan Cowden (resigned 30 May 2005)

Andrew Chapman (appointed 15 April 2005 and resigned 30 May 2005y

RESULTS OF OPERATIONS

tax.

REVIEW OF OPERATIONS

The loss of the consolidated entity for the half-year was $2,987,64% (2004: profit $94,947) after income - L

On 10 January 2005, the sharcholders of legend Mining Limited (“the Company”y voted . .
overwhelmingly in favour of the takeover of Gidgee Resources Limited, a company assoctated with Mr -

Mark Creasy. Mr Creasy had lent the Company $5 million in late F004 via a convertible note, and had
agreed to vend in Gidgee Resources Limited for a consideration of $3 million of Legend Shares and
Options. ‘This transaction consolidated Legend’s jand position in the Gidgee greenstone belt to 2,600 sg
kilometres, and allowed the Company to commence exploration on 2 larger scale and for larger deposits
than was hitherto possible,

I mid January 2005 the decision was made to place the loss rmaking Swan Bitter underground mine on
temporary care and maintenance, due to lack of mineable ore reserves, Remaining underground
production focused on mining of all fully developed siopes, and wnderground development was
minimised. Underground operations ceased at the end of February, with the care and rmaintgnance.
program for the mine being completed by March 9. '

The care and maintenance programme in the processing plant was compieted in early April with the mill
being shut down and most mine employees and contractors being re-deployed. Gold preduction reflects
the campaign milling programme which continued through January angd February. Gold production for
the half vear totalled 6,860 ounces. '

Frova the end of January, Legend initiated a major near mine exploration and resoiree extension drifhng - : s
programme, with the objective of discovering gold resources that could become the basis for new ore -

reserves 1o allow full scale mining and milling to recommence, with a minimam thiee years mine life.




Although Legend’s exploration focus has been almost exclusiv
reporting period, the Company will continue to review how best to advance the Karatha project and . .
increase its vajue for shareholders. B e

AUDITOR’S INDEPENDENCE DECLARATION
We have obtained the independence declaration from our suditors,

the Divectors Report.

SICNED in accordance with a Resolution of the Divectors on behalf of the Board - :

1y

D Ryan

Dated this 13th day of September 2005

Perth, Western Austratia

ely on its Gidgee property during the e

Frast & Young which is aftached 10 - o




e et & Tuung Building

kY fr Bl

Bl ERNST & YOUNG .

Auditer’s independence Declaration to the Directors of Legend Mining Limited

fn relation to our review of the financial report of Legend Mining Limited for the half-year ended 30 June
2003, to the best of my knowledge and belief, there have been no comraventions of the auditor
independence requirements of the Corporations Act 2001 or any applicable code of professional conduct.

Ernst & Young

{3 H Meyerowitz
Partner

Perth

13 September 2005

Ligbikity Hiited by the Accountants Behome, approved. — 7
under the Peotessionat Smandards Act 1094 (REW). o




CONDENSED INCOME STATEMENT

FOR THE HALF-YEAR ENDED 30 JUNE 2005

Sales revenues
Cost of sales
Gross profit/{loss)

Other income

Other expenses

Exploration expenditure written off
Corporate head office costs

Profit/(loss) from continuing operations before tax and
finance costs
Finance coss

Net profit/(foss) before income tax expense
Income tax benefit/ (expense}

Net profit/(loss) attributable to members of the entity

FARNINGSHLOSS) PER SHARE (cents per share)
Basic for profit/(loss) for the half-year
Diluted for profit/(foss) for the half-year

Note

2

CONSOLIDATED

2005 2004
4 S
4,591,805 15,709,814
(5,580,031} (14,647,675
997,226y . 1062139
220,778 7113
(11,107 .
(833,285) (1,664)
(1,128,295) (773,057
(2,749,135) 365,131
(238,506) (244,972)
(2.987,641) 120,159
- (25.212)
(2,987,641) 94,947
©o2y . 000
(0.022)




CONDENSED BALANCE SHEET
HALF-YEAR ENDED 30 JUNE 2003

CONSOLIDATED
Motes As At As AL
30 June 2003 31 December 2004
$ $
ASSETS
Current Assets o
Cash assets 1,868,945 2,163,374
Receivables 178883 418,584
Inventories 150,000 1,647,028 . 0
Total Current Assets 2,197,828 4,228,986 R
Non-current Assets .
Cither financial assets 2,162,694 2,133,077
Property, plant and equipment 1,499,914 1,704,463
Deferred exploration & evaluation c0sis 16,459,638 5,946,701
Total Non-current Assets 20,122,246 9784241 -
TOTAL ASSETS 22,320,074 14013227
LIABILITIES
Current Eiabilities "
Payables 1,038,270 . 4,372,956
Interest-bearing labilities - 5,564,201
Provisions 34,455 128,352
Toral Carrent Liabilities 1,072,725 10,065,500
Non-current Liabilities
Interest-bearing labilities 5,000,000 -
Provisions 2,120,000 2,120,060
Total Non-current Liabilities 7,120,000 2,120,600
TOPAL LIABILITIES 8,162,725 12,185.509
NET ASSETS 14,127,349 1,827,718
EQUITY
fssued Capital 31,301,459 17,969,067
Share Option Premium Reserve 2,007,272 L 361,890
General Reserve 19,498 -
Accumulated fosses (16,490,380} (16503239,
TOTAL EQUITY L8718

14,127,349




CONDENSED CASH FLOW STATEMENT

FOR THE HALF-YEAR ENDED 30 JUNE 2008

€ ASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers

Payments to suppliers and employees

Payments for exploration

Interest received

Borrowing £osts

Net cash flows from/ (used) in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of property, plant & equipment
Payments for property, plant & equipment

Payment of final amount due to vendor for the acquisition of
the Gidgee Gold Project

Payment for mine properties & development
Performance Bond Term Deposit
Acguisition of subsidiary, net of cash acquired

Net cash flows fromy/ (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of ordinary shares

Proceeds from issue of options

Payment of share issue costs

Proceeds from borrowings

Repayment of borrowings

Wet cash flows from financing activities

Net increasef{decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of period

Cash and cash equivalents at end of period

CONSOLIDATED
30 June 2005 30 June 2004
$ $
4,600,115 15430574
(7,877,028)  (10,092.565)
(4,204,570} (182,738)
128,961 60,573
(353,102 (124,416)
(7.795,620) 4,491,428
95,355 7,300
(61,051 (135,229
- {1,300,000)
- {3.025.269)
- (2,057,000}
170 -
3674 (6510,198)
7,119,512 3,242,250
1,025,892 .
(129,240) (162,000)
- 2,000,000
(549,647) (630,597)
7,466,517 4,449,653
(204,429) 2430883
2,163,374 2,059,068

1,868,943

4,489,951




STATEMENT OF CHANGE IN EQUITY
FOR THE HALF-YEAR ENDED 3¢ JUNE 2005

Cansolidated Issued Share Option  Retained Generat - Total
Cupital Preprivm Barnings Reserve - - Equity
Reserve '
$ $ $ 8 %
At 01 fanuary 2003 17,969,067 361,890 (16,503,239} S Lo LB27.718
Profiv/(loss) for the half- year - - (2,987,641) T o 987641
Unrealised pain on available-for-sale o B
trvestments - - - 14455 19498
Iasue of Share Capital §,446,672 (1,618) - - "__-8_,4.45,654
tssue of Share Capital — : . _ .
Acquisition of Gidgee Resources Lid 4,776,610 - oo - 4TIBSI0
Tssue of Share Options — L . :
Acquisition of Gidgee Resources Lud - 9,475,000 . . 2ATSO0 o
Exercise of Share Option — . o
Acguisition of Gidgee Resources Led 825,000 {B25,000) - - -
Cost of Issue of Share Capital {428,890) - - - {428,890y
Cost of Yssue of Share Capital- o )
Share based payment {87,000} 71,000 - - -
AL 30 June 2005 31,501 459 2.097,272 {16,490 8803} 19,498 14,127,349
A+ 0T January 2004 13,230,447 361,800 (7,289,519 6I0LBIR
Frofit for the half-year - - G4 G547 . 94,547
Issue of Share Capital 3,442,250 : . 3440256
Ceost of issue of Share Capital {162,0000 - - {162,000
At 30 June 2004 16,510,097 361,850 {?,'}.94,5.7’2)_ 9,678,015




e

NOTES TO THE HALF-YEAR FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 30 J UNE 2065

MOTE 1: BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT

The half-year financial report does not include all notes of the type ngrmaily incladed \fv.i.thj_f; the
annual financial report and therefore cannot be expected to provide as full an underat.andmg of thu o
financial performance, financial position and financing and investing activities of the consolidated .
entity as the full financial report. :

The half-year financial report should be read in conjunction with the ammxal Fiﬁm?ciai Report of
tegend Mining Limited as af 31 December 04, which was prepared based on Australian Accouniing
Seandards applicable before | January 2005 (CAGAAPT) o
It is also recommended that the hall year financial report be considered with any public Tl
announcements made by Legend Mining Limited during the half year ended 30 Jupe 2005 @ e
accordance with disclosure obligations arising under the Corporations Act 2001, T e

{#) Basis of accounting _ .
"The half-year financial report 18 a general-purpose financial report, which has been prepared in
accordance with the requirements of the Corporations Act 2001, applicable. Accounting Standards
including AASB 34 ‘Interim Financial Reporting” and ‘other, mandatory professional reporting
requirements. T o B g

The half-year financial réport has Deen-prepared on a historical post basis, except for available for
sale financial assets that have been measured at fair value.. o .
For the purpose of preparing the walf-year financial report; he half year has been treated as & discrete
reporting period. . ST .

(b} Statement of complisnce
The half vear financial report comphies with Australian Accounting Standards, which include
Australian equivalénts to International Financial Reporting Standards (‘AIFRS"). Compliance with
ATFRS ensures that the half year financial report, comprising the financial statements and nofes
thereto, complies with [AS 34 ‘Interim Financial Reports”. '

This is the first half-year financial feport prepared based on AIFRS and comparatives for the half-
year ended 30 June 2004 and the ful] year ended 31 December 2004 have been restated accordingly.
A summary of the significant accounting poticies of the Group under AIFRS are disclosed in Nofe.
f{c) below, : ' -

Reconciliations of: :
- AIFRS equity as at § January 2004, 31 December 2004 and 30 June 2004; and
- AIFRS profit for the half year 30 June 2004 and full year 31 December 2004, '
to the balances reported in the 30 June 2004 half year report and 31 December 2004 full year
financial report prepared under AGAAP are detailed in Mote 1{e) below AT
(¢} Summary of significant accounting policies '
3] Rasis of consolidation _
The consolidated financial statements comprise the financial stalements of Legend Mining
Limited and its subsidiaries { ‘the Group”)

The financial statemnents of subsidiaries are prepared for the same reporting period as the parent
company, using copsistent accouating policies. a '

All intercompany balances and transactions have been eli minated in full,

Subsidiaries are consolidated from the date on which control ts transferred to the Group and cease
to be consolidated from the date on which controf is transferred out of the Group. o

Gidgee Resources Lid has been included in the consol idated financial statements using the

purchase method of accounting, which measures the acquiree’s assets and Habilities al their fair
value at acquisition date. Accordingly, the consolidated financial statements include the results of
Gidgee Resources Lid for the three-month period from its acquisition on 7 April 2005. The

purchase consideration has been atlocated to the assets and liabilities on the basis of fair value at - -
the date of acquisition. o SR




NOTES TO THE BALF-YEARF INANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 39 JUNE 2005

NOTE 1: BASIS OF PREPARATION OF THE BALF-YEAR FINANCIAL REPORT

() Property, plant and equipment

Property, plant and equipment is ctated at cost Jess accumulated depreciation and any impairmient
in vatue,

Deepreciation is calculated on 2 straight line basis over the useful Hife of the asset from the time the
asset is held ready for use.

Production assets are not depreciated during periods where mining activity is placed on & Ca7¢ and.
maintenance basis. :

The depreciation rates used for each class are?

Buildings 10%

Plant and equipment 7.5% - 50%
f cased plant and equipment 22.5%
impairment

The carrying vatues of property, plant and equipment are reviewed for npairment when events or
changes in circumstances indicate the carrying value may not be recoverable,

For an asset that does not generate largely independent cash infiows, the recoverable amount is ©
determined for the cash-generating unit to which the asset helongs. T

if any such indication exists and where the carrying values exceed the estimated recoverable .

amount, the assets or cash-generating units are written down 0 their recoverable amounts.

The recoverable amount of property, plant and equipment Is the greater of fair value less costs to
cell and value in use. In assessing value in use, the estimated future cash flows are disconnted o -
their present value using a pre-tax discount rate that reflects current market assessments of the -
time value of money and the risks specific to the asset. o

An item of property, plant and equipment is derecognised upon disposal or when 0o future
econommic berefits are expected to arise from the continued use of the asset.

Any gain or loss arising on derecognition of the asset {calculated as the difference between the
net disposal proceeds and the carrying amount of the item) is included in the income statement in- - -
the period the item is derecognised. : ' R

(i)  Borrowing costs
Borrowing costs are recognised as an expense when incarred.

(v} Cash and cash equivalents -
Cash and short-terin deposits in the balance sheet comprise cash at bank and in hand, shost-term -
deposits with an original maturity of three months or less,

For the purposes of the Cash Flow Statement, cash and cash equivalents consist of cash and cash -
equivalents as defined above, net of outstanding bank overdrafis.

(v Trade and ofhey receivables

Trade receivables to be settied are carried at the amounts due. Speeific provision is made forany
accounts, the collection of which is considered doubtiul. Rad debts are written off when
identified. o

Receivables from related parties are recognised and carried at the pominal amount. -




NOTES TO THE HALF-YEAR FINANCIAL STATEMENTS
FOR THE BALF-YEAR ENDED 30 JUNE 2005

NOTE 1: BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT

{viy Imvestments ) .
All investments are mitially recognised at cost, being the fair value of the comgideration given and
including acquisition charges assoctated with the investinent. -

After initial recognition, investments which are classified s held for wading and available-for-sale,
and are measured at fair value. Gains or losses on investments held for trading are recognised inthe
income statement. :

Gains or losses on available-for-sale listed shares are recognised as a separate component of equity
until the investment is sold, collected or otherwise disposed of, or until the investment I8
determined to be impaired, at which time the cumulative gain or loss previousty reported in equity
is included in the income statement

For investments that are actively traded in organised financial markets, fair value is determined by
ceference to Stock Exchange quoted market bid prices at the close of business on the balance date.

(vii) Joint Ventore _
The consolidated entity’s share of assets, liabilities, revenue and expenses of joint venlure

operations are included in the appropriate items of the consolidated statements of condensed .

income and balance sheet.

{viii) Invendories
Gold Dore

fnventaries are valued at the fower of weighted cost and net realisable value. Costs include fixed. L

dirert costs, variable direct costs and an appropriate portion of fixed overhead cous.

Orre
TInventories are valued at the lower of weighted average cost and net reall sable value. Costs include
fixed direct costs, variable direct costs and an appropriate portion of fixed overbead costs.

Gold In Clreuit

Ciold in circuit is valued at the lower of cost and net realisable value. The average cash cost of
production for the month is nsed and allocated o gold that is in the circuit at period enrd. These
costs include mining and production costs as well as commercial, environmental, health and safety
expenses and stock movemenis.

Stores

Inventoties of consumable supplies and spare parts are valued at the ower of cost and net reafisable
value. Cost is assigned on a weighted average basis. B

{ix} Beferred exploration and evaluation costs

Dreferred exploration and evajuation COsts

Exploration and evaluation expenditure s stated at cost and is accumulated in vespect of gach -

identifiable area of interest.

Such costs are only carried forward (o the extent that they are gxpected to be recouped through the
successfut development of the area of interest (or alterpatively by its sale), or where activities in the
area have not yet reached a stage which permits a reasonable assessment of the existence or
otherwise of sconomically recoverable reserves, and active operations are continuing.

Accumulated costs in relation to an abandoned area ave written off o the income statemnent in the
periad in which the decision to abandon the area is made. ' '

il




NOTES TO THE HALF-YEAR FIN ANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 30 JUNE 2005

NOFE 1: BASES OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORY -

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

{mpairment

The carrying values of exploration and evatuation costs are reviewed for jmipairment when events
or changes in CIFCUMSLANCes indicate the carrying value may not be recoverable.

The recoverable amount of exploration and evaluation costs is the greater of fair value less costs o
cell and value in use. In assessing the value in use, the estimated tuture cash Fows are discounted to
their present value using a pre-tax discount rate that reflects current market assessments of the fair
value of money and the risks specific to the asset.

Accumulated ‘costs in relation w an abandoned ares are written off in full against profit or loss in
the year in which the decision {0 ahandon the area is made. A regalar review 1s andertaken of each
area of interest to determine the appropriateness of continu ing to carry forward costs in relation {o
that area of interest. Each area of interest is limted t0 the size related to known or probable
mineral resources capable of supportiag a mining operation.

Amortisation is not charged on costs carried forward in respect of areas of interest in development
phase until production reaches commercial levels, When comumercial production commences
carried forward exploration, evaluation and development costs are amortised on a units of
production basis over the life of consojidatedally recoverable reserves.

(%3 Provisions

Provisions are recognised when the Group has a present obtigation (legal or constructive} as a
result of a past event, it is probable that an outflow of resonrces embodying economic benefits will
be required to settle the obligation and a reasonable estimate is made of the amount of the
obiigation.

The expense relating to any provision is presented in the income statement net of any
reimbursement.

If the effect of the time value of money is material, provisions are deterniined by discounting the
expected future cash flows at a pre-lax rate that reflects current market assessments of the time
value of money and, where appropriate, the risks specific to the Hability. '

Where discounting is used, the increase in the provision due to the passage of time is recognised as
a finance cost.

(i}  Rehabilitation provision

Long-derm environmental obligations are pased om the Group’s environmental
management  plans, in compliance with current environmental and  regulatory
requirements.

Full provision is made, based on the net present value of the estimated cost of restoring
the environmental distusbance that has occurred up to the balance sheet date, Increases
due to additional environmental disturbances are capitalised and amortised over the
remnaining lives of the mines. These increases are accounted for on 4 net present value
basis.

Annual increases in the provision relating 1o the change in the net present value of the
provision and inflationary incieases are accounied for in the earnings.

Fhe estimated costs of rehabilitation are reviewed annually and adjusted as appropriate
for changes in legislation, technology and other circumstances, Cost estimates are not
reduced by the potential proceeds from the sale of assets oF from plant cleap-up al -
closure. - o

32




NOTES TO THE HALF-YEARFIN ANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 30 J UNE 2005

NOYTE 1: BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORY

(xiy  Leased Assefs

Finance leases, which transter to the Group substantiaily al} the risks and benefits incidental 1o the
ownership of the leased 1tem, are capitalised at the inception of the lease at the fair value of the
feased property or, if fower, at the present value of the minimum lease payments.

Lease payments are apportioned between the finance charges and reduction of the lease tabilty so
4% 1o achieve a constant rate of interest on the remaining batance of the lability. Finance ¢harges
are charged directly against income.

Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset or
the lease term.

I sases where the lessor retains substantiaily all the risks and benefits of ownership of the asset are
classified as operating leases.

Crperating lease payments are recognised 2s an expense in the INCOME statements on a straight-line
basis over the lease term.
(xii) HRevenue

Revenue is recognised to the extent that it is probable that economic benefits will flow to the Group
and the revenue can be reHably measured.

Sale of Goods :

Revenue from the sale of goods (precious metals) is recognised when the significant risks and
rewards of ownership of the goods have passed to the buyer and can be pieasured reliably. Risks
and rewards are said to have passed to the buyer, for precious metals, upon the outturn (refining) of |
the gold dore by the refining and selling agent. S

interest
Interest revenue is recognised as it is carned or as 1t acerues,

Rental Income

Fental income on nvestment properties is accounted for on a straight line basis over the lease term.
Dividends

Dividend revenue is recognised when the right to receive the dividend has been established.

Dividends received from associates and joint venture entities are accounted for in accordance with
the equity method of accounting.

All revenue is stated net of the amount of goods and services tax {GST).

(xiify  Income tax

Deferred income tax is provided on all temporary differences at the balance sheet date between the
tax hases of assets and liabilities and their carrying amounts for financial reporting purposes.

Pleferred income tax Habilities are recognised for all taxable temporary differences:

s Bxcept where the deferred income tax Hability arises from the initial recognition of an asset or
lability in a transaction that Is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

s In respect of taxable temporary differences associated with investiments In subsidiaries,
associates and interests in joint ventures, except where the timing of the yeversal of the
temporary differences can be controlied and it is probable that the temporary differences will
not reverse in the foreseeable future. o -

13




NOTES TO THE HALF-YEAR FINANCIAL ST&TEMENTS
FOR THE HALF-YEAR ENDED 30 JUNE 2005

NOTE 1: BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPOUT

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward
of unused tax assets and unused tax 10sses, O the extent that it is probable that taxable profit wili be
available against which the deductible temporary differences, and the carry-forward of nnused X
assets and unused tax losses can be utilised:
¢ Except where the deferred income tax assel relating to the deductible temporary differences
arises from the inifial recognition of an asset or liability in a transaction that is not &
husiness combination and, at the time of the trapsaction, affects neither the accpunting
profit not taxable profit or toss; and
s Inrespect of deductible temporary differences associated with investraents in subsidiaries,
associates and interests in joint ventures defeired tax assels are only recognised to the
extent that it is probable that the temporary differences will reverse in the foreseeable -
future and taxable profit will be available against which the temporary differences can be ~
utitised.

The carrying amounts of deferred meome tax assets s reviewed at each balance sheet date and
reduced 1o the extent that it is no fonger probable that sufficient taxable profit will be available to
allow all or part of the deferred income tax assets to be utilised.

Deferred income tax assets and liabilities are measured at the tax rates. that are expected 1o apply 0

the year when the asset is realised or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the balance sheet date.
Income taxes relating to items recognised directly m equity are recogrised in equity and pot in the. '
income statement.

(xiily Opther taxes

Revenue, expenses and assets are recognised net of the amound of G8T except;

o where the amount of the GST incarred is not recoverable from the Austraiian Taxapion Office.
fn these circumstances the GST is recognised as part of the cost of acquisition of the asset or.
as part of the expense. N

o Receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to the ATO is included as a current asset OF
fiability in the Balance Sheet.

Cashflows are included in the Cash Flow Statement on a gross basis. The GST components of
cashflows arising from imvesting activities which are recoverable from, or payable to the ATO are
classed as operating cashflows. - .

Commitments and contingencies are disclosed net of the amount of GST recoverable from, oF
payable to, the taxation authority.

(xiv) Recoverable amounts of assefs

At each reporting date, the Group assesses whether there is any indication that an asset may be .
impaired. Where an indicator of impatrment exists, the Group makes a formal estimate of =
recoverable amount. Where carrying amount of an asset exceeds its recoverable amount ihe assef is
considered impaired and is written down {0 its recoverable amount.

Recoverable amount is the greater of fair value less costs to sell and value iy use. Tt is determined
for an individual asset, unless the asset’s value in use cannot be estimated (o be close to s fair
value less costs 1o sell and it does not generate cash inflows that are largely independent of those -
from other assets or groups of asseis, in which case, the recoversble amount is determined for the
cash-generating unit to which the asset belongs, ' ' - '

t4




NOTES TO THE HALF-YEAR FINAMCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 30 JUNE 20603

NOTE 1: BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT

in assessing value in use, the cstimated future cash flows are discounted to their present value using
a pre tax discount rate that reflects current market assessments of the time vahe of money and the .
risks specific to the asset. '

(xv} Interest bearing loans and borrawings

All loans and borrowings are initially recognised at cost, being the fair value of the consideration - h

received net of issue costs associated with the BoTrowing,

After initial recognition, interest bearing loans and borrowings are subseqguently mpasured at
amortised cost using the effective miterest method. Amortised cost is calenlated by taking mto
account any issue costs, and any discount of premivm on settlement,

Gains and losses are recognised in the income statemnent when the Habilities are derecognised and. - -
as well as throagh the amortisation process. R

{xvi) Share based payment transactions

The Group provides benefils to employecs (including directors) of the Group and to the providers
of services to the Group in the form of share based payment fransactions, wherebry employdes or
service providers render services m exchange for shares or rights over shares {‘equity-settled
transactions’ }. P

"There are currently two scenarios in place 10 provide these services:
(a) ‘Employees Share Option Plan’, which provides benefits to eligible persons; and
(b)  Capital raising costs, which provide payment o stockbrokers and finance institutions
for capital raising services and commnissions. '

The cost of these cquity-settled transactions is measured by reference to the fair value of the service .
received at the date they are granted. "

The fair value is determined by an external valuer using a binomial model.

The cost of equity-settled transactions is recognised, together with a corresponding mcrease in

equity, over the period in which the performance conditions are fulfilled, ending on the date on

which the relevant service provider becomes fully entitled to the award (‘vesting date’}
(xvii) Interest-bearing convertible notes

Om the issue of the convertible note, the falr value of the liability component is determined by
calculating the present value of the capital and interest stream using a pre tax discount rate that

reflects current market assessments of the time value of money and the risks specified in. -

convertible note.

As the contingent settlement provisions allow for the hotder to call for the face value if the default .

event ocours, the entire instrument has been classified as debt and there is no equity compenerl. . R

Tssue costs on the convertible notes have been expensed as incurred.
{xviii) Issued Capital
Issued and paid up capital is recognised at the fair value of the consideration received by the

Company. Any transaction costs arising on the issue of ordinary shares are recognised directly in
equity as a reduction of the proceeds received. o '
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NOTES TO THE HALF-YEAR FINANCIAL STATEMENTS
FOR THE BALF-YEAR ENDED 30 JUNE 2008

NOTE 1: BASIS OF PREPARATION OF THE HALF-VEAR FINANCIAL REPORT
(xix) Employee Benefits
Provision is made for employee annual leave sceumulated as a result of employee services up o

the reporting date. These employee benefits include wages, salaries, annual Jeave and, include
related on-costs such as superannuation and payroll tax.

Provision for annual leave together with the associated employment on-costs are measured at their
nominal amounts based on reruneration rates expected 1o be paid when the tiability is settled. L
No provisiom is made for non-vesting sick leave, as the anticipated pattern of future sick Jeave = .-
raken indicates that aceumulated no-vesting sick leave will never be paid. AP

Long servie leave entitlements donot apply.

Contributions to employee superannuation funds of choice are expensed as incurred,

{xx) Earnings per share

Rasic EPS is calculated as net loss attributable to members, adjusted to exclude costs of servicing
equity (other than dividends), divided by the weighted average number of ordinary shares, adjusted .
for any bonus element. S

Diluted EPS is calculated as net loss attributable to members, adjusted for

() Costs of servicing equity {other than dividends). e

(ify The after tax effect of dividends and inferest associated with the dilutive potential =
ordinary shares that have been recognised as expenses; and

(iify Other non-discretionary changes in revenues or expenses during the period that would
result from the dilution of potential ordinary shares;

divided by the weighted average nurmber of ordinary shares and dilutive potential ordinary shares, -
adjusted for any bonus element. o

{d) AASB 1 Transitivaal exemptions
The Group has made its election in relation to the iransitional exemptions allowed by AASB |
“First-time Adoption of Australian Equivaients to Imernational Financial Reporting Standards” as
follows:

Business combingtions o
AASE 3 ‘Business Combinations’ was not applied retrospectively to past business combinations
{i.e. business combinations that occurred before the date of trapsition 1o ATFRS). S

Share-based payment transactions

AASE 2 ‘Share-Rased Payments” is applied only to equity instruments granted after 7 November -
20072 that had not vested on or before 1 JYanuary 2003.

Exemption from the requirements 1o vestate compdrative information for AASBI32 and AASE 139
The Group has elected to adopt this exemption and has applied AASB 132 ‘Fipancial
Instruments: Presentation and Disclosure” and AASB 139 “Financial Instruments: Recognifion
and Measurement’ to its comparative information. o ' T
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NOTES TO THE HALF-YEAR FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 30 JUNE 2005

NOTE 1: BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT

() Impact of adoeption of ATFRS
The impacts of adopting AIFRS on the total equity and profit after tax as reported under -
Australian Accounting Standards applicable hefore 1 January 2005 CAGAAP’) are il}_;;strated. '
helow: s
(i} Reconcitiation of the total equity

as presented under AGAAP to that under AIFRS

CONSOLIDATED
Fi:Pree-04 30-Fran-0d F-fan-04
b3 % %
Total sguity under AGAAP 1,827,718 4,678,017 6,302,818
Adustments to eguity
De-recognition of gold bullion as revenug {A) {906,934y - -
Recognition of gold bullion as movenent in cost of sales (B} 906,954 - -
Total equity uider ATFRS 18271718 5673017 6302818
(A Gold Dore was recopnised as revenug and as a cash equivalent under AGAAT, however it does
not qualify for recognition ander AASE 11% “Revenges’. .
(B Gold Dote treated as a movement i cost of sales and as wwventory under AASB 102 .
Inventories’ . o
(i) Reconciliation of profit after tax under AGAAR (0 that under ATFRS
CONSOLIBATED
Year ended $Ialf year ended .
33-Dec-B4 30-Jan-04
§ I
(Loss)y / Profit after tax as previously reported (9,213,720) 64,047
Adiustments (o profit
Drerecognition of gold buliion as revenue {A) {906,954} -
Recognition of gold bullion as movemment In cost of sales (B} 000,954 -
(1oss) / Profit after tax under AIFRS 9,213,720} Q4,947
(A) Cotd Dors was recognised as rovenue and as a cash asset ander AGAAP, however &t does not gualify for .
recognition under AASE L8 ‘Revenues’.
(#3 Clodd Dore treaied 4s 4 movement in costof sales and as inventary under AASBINE “nventories’
(i) Explanation of material adjustments to the cash flow statements
CONSOLIDATED
35-Puc-fd  30-Jun-04 1-Fan-63
% 8 % .
Cash on hand as previously reported 3,070,328 4,480,951 3303,622
Adjustments to cash on hand ' .
De-recogaition of gold builion ag cash asset (A) (9065, 954) - -
Cash on hand under AIFRS 2363,37.4 4,488 651 . 3,303,622
{A) Gold Dore was recognised as 3 cash assct under AGAAF, however it does not qualify for recugoition

pnder AASE 118 ‘Revenues”




NOTES TO THE HALF-YEAR FIN ANCIAL STATEMENTS

FOR THE BALF-YEAR ENDED 30 JUNE 2005

NOTE 2: REVENUE AND EXPENSES

‘Fhe following revenue and expense iterns are relevant 1n
explaining the financial performance for the interim period:

Revenues from ordinary activities
i.  Operating activities
Sales rovenue

CONSOLIDATED - o
30 June 2005 . 30 June 004

5

i, Other ncome
Interest revenue
Rental income
MWhscellaneous income

if. Expenses
Depreciation & amortisation
Employee Benetis
Royalties paid
Salaries and wages expense
Mate:

4,591,805 15,709,814
128,741 60,573
15,000 4,282
11037 12,858
270,778 77713
169,168 2,637,725
55,960 L 231,486
91,579 370,017
1,119,541 1,700,850

Mining and processing assets were placed on a care and ragintenance basis at the end of February 2005,
Depreciation has not been charged to Condensed Income Statement for the period March 2005 to June -

2005,

NOTE 3: ISSUED CAPITAL

Ordinary shares
Tssued and fully paid
Issue costs

Movement in ordinary shares on issue

At 1 January 2005

14-Febh-05 Issued for cash on capital raising

17-Feb-05 Share-based payment transaction for capital rajsiing costs
07-Apr-05  Acquisition of Gidgee Resources Lid

27-Apr-05 Issued for cash on capital raising

1 1-May-05 Issued for cash on exercise of share options

36 June 05 Issue for cash & option premium on exercise of share
option {share certificate issued 3 July {5},

.I;§_tm~€}5 '
% $
32,452,548 18,404,266
(951,089 435199y
31501450 17969067
- Ne $
170,633,328 18,404,266
82,768,999 4,967,330
4,994,167 299,650
75,000,000 4776610
20,000,000 2,153,800
161,828 25,892
25,000,000 1,825,000

378,578,322

32,452,548




NOTES TO THE BALF-YEAR FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 30 JUNE 2005

NOTE 4: SEGMENT INFORMATION
The consolidated entity operates in one business and geographical segment being mineral
exploration and gold mining within Australia.

NOTE 5: CHANGES IN COMPOSITION OF ENTITY

Acquisition of Gidgee Respurces Lid

O the 10 Januery 2005, the effective date, shareholders of Legend Mining Limited approved the
1009 acquisition of Gidgee Resources fid.

On the 7 April 2005, the settlement date, lLegend Mining Limited acquired 100% of the voting
shares of Cidgee Resources Lid, an antisted public compary hased in Australia, involved in the
mining mdustry. S

In connection with the acquisition, Legend Mining Limited tssued 75,000,000 ordinary shares with
4 fair value of $0.0636 each based on the published price of the Legend Mining Limited shares at
the effective date of acquisition and issued 75,000,000 share options with a binomial value of
$0.033 cach. Both shares and options are held in escrow until 19 April 2006,

The fair value of the identifiable assets and fiabilities of Gidgee Resources Fid as at setttement date
are:

Recognised Carrying -
on acgnisition C e Yalue
$ &
Cash at bank 170 170
Dieferred exploration & development costs 7602 636 351,808
7,602,866 351,978
Loan Account Legend Mining Limited {350,684) {350,684)
Taxation payable (312) {512y
- {351,194 {351,196)
Fair value of assets 7,251,614 182
Goodwill arising on acquisition - R
7,231,610
Consideration
Shares issued at fair value ' 4,776,610
Share options issued at fair value 2,475,000
Tota! consideration 7,251,610
The cash outlay on acquisition is as follows:
Net cash acquired with subsidiary 170
Cash paid £
Met cash flow 170
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NOTES TO THE HALF-YEAR FINAN CIAL STATEMENTS

FOR THE HALF-YEAR ENDED 30 J

UNE 2005

NOTE 6: SHARE OPTIONS

®

(i)

Listed eptions — Expiry date 30 April 08
At 1 January 2005

Qptions issoed

Options converted

Options expired

AL 30 June 2003

Unlisted options — Expiry date 30 May 2806
At 't January 2005

Options issued

Oiptions converted

Options expired

At 30 Fane 2005

Unlisted options - Expiry date 20 April 2607
At 1 Fanuary 2003

Options issued

Options converted

Options expired

At 30 June 2003

{nlisted options ~ Expiry date 30 July 2007
At 1 January 2085

Options issued

Options converted

Options expired

AL 30 June 2005

Untisted options — Expiry date 7 Febroary
2068

At} January 2005

COptions issued

Options converted

Options expired

At 30 June 2005

Unlisted options — Expiry date 31 May 2009
At 1 Fanuary 2003

Options Issued

Oplions converted

Options expired

At 30 June 2005

Unlisted options — Expiry date 30 July 2009
At T January 2005

Options issued

Options converted

Options expired

At 30 Jene 2005
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Namher

36,174,207

{161,828)

(36.012.379)

2,350,000

37350,000

15,000,000

15,000,000

250,000
1,200,000

(1,200,000)

250,000

2,000,000

2,600,000

745,000,000
(25,000,000)

50,000,000

1,508,000

1,500,000

Exercise price
cents per share

_"1 Sepnis

: .Ezcan_t-s .
22cents .

-~ Focents

- P0cents o

20cents
- 20cents

 icents

20cents _.;

$cents

10cents

 doents
_ doents

o deents

S{R:ems

30cents ..




NEOTES TO THE HALF-YEAR FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 36 § UNE 2005

NOTE 7: CONTINGENT Li ABILITIES
Since the last annual reporting date, there thas been no material change of any contingent

Fabilities,

No matter or circumstance has arisen since the end of the half-year to the dafe of this report which
has significantly effected, or may significantly effect, the operations of the consolidated entify the
results of those operations or the state of affairs of the consolidated entity.

NOTE §: EVENTS AFTER THE BALANCE SHEET DATE

O the 2 August 2005 the Directors of Legend Mining Limited announced that the company had
entered into an agreement with Oroya Mining Limited to acquire Moreing Pty Lid, s wholly
awned subsidiary and the sole proprietor of Mit Gibson Gold Pry Lid.

The consideration consisting of $3.25 million, comprised of $250,000 cash and the issue 0f 30
milkion ordinary shares in Legend Mining Limited. :

The financial effect of these events have not been recognised at the 30 June 2005,

NOTE 9: TAX CONSOLIDATION

As at 30 June, 2005 Legend Mining Limited and its subsidiaries had not formed a 1ax consolidated
group. This will not have any material financial irpact on the consotidated entity.

NOTE 10: ADDITIONAL INFORMATION
For the purpose of the Condensed Cash Flow Staternent, cash and cash eguivalents comprise the
following at 30 June 2005

CONSOLIDATED
2005 2004
3 b3
gsh at bank and in hand 1,852,334 2,146,773
Short term deposits 16,611 16,601

1,868,045 2,163,374
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DIRECTORS’ DECLARATION

1n accordance with a resofution of the directors of Legend Mining Limited, 1 state that:

In the opinion of the directors:
I the financial statements and notes, of the consolidated entity:

a. Giive a true and fair view of the financial position as at 30 Jane 2005 and the
performance for the half-year ended on that date of the consolidated entity; and

b Comply with Accounting Standard AASB 134 “Interim Financial Reporting” and
the Corporations Regulations 2001, and

2 there are reasonable grounds to believe that the company will be able to pay its debts as
and when they become due and payable. :

On behall of the Board.

Yas

B Byan
Dhirector

Dated this 13th day of September 2005
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Independent review report to members of Legend Mining Limited

Seape

Yhe financial seport and directors’ resporsibility

The Branclal report comprises the bolance sheet, income statement, cash flow statement, staterment of changes in equity and
secompanying aotes to the financial statements for the consolidited entity coemprising both Legend Mining Limited (the company)
and the entitics # controlled during the hali-year, and the directors’ declaration for the company, for the halfyear ended 30 Jime
205,

The directors of the company are responsible for preparing o financial report that gives 2 true and fair view of the Snancial position
and performance of the consolidated entity, and that complics with Accounting Stundard AASE 134 “Interim Financial Reporting”,
in accordance with the Corporations Act 2001, This includes responsibility for the malnstenance of adequate accounting records and
internal controls that are designed 1o prevent and detect fraud and error, and for the acotunting policies and decounting ostimates |
nherent in the linancial report. .

Review approoch

We conducted an independent review of the financial report in order to make 2 statement abowt it 1o the members of the “CORMARnY,
and in order for the crmpsny fo lodge the (inancial report with the Australion Steck Exchange and the Australian Securities and
Investments Commission.

Our review was conducted in accordance with Australian Auditing Standards. applicable 1o Teview engagements, i order to state
whether, on the basis of the provedures described, anything has come fo our atiention that would indicate that fhe {inancial coport is
not presenied fairly in pocordance with the Corporations Act 2001, Accounting Standard AASE 134 “Interimy Financial Reporting™
and other mandalory fnancial reporting requirements in Australiz, 50 5 10 present 2 view which is consisient with our widerstanding
of the conselidated entity’s findncial position, and of its performance as sepresented by the vesulits of Jis operations and cash fows.

A review is limited primarily to inquiries of company personnel and anatylical procedures apphied to the fnancial duta. These
procedures do not provige all the evidence that wonld be requived i an andit, thus the level of assurance i fess than ghven it an
audit. We have not performed an audit and, sccordingly, we do not express an audit opinion.

Independence

We are mdependent of the company, snd have met the independence requirements of Austrabian professional efbical prosouncements
and the Corporations Act 2001, We have given to the direciors of the company & wrilten Auditor's Independence Declaration, a copy
of which is inctuded in the Directors” Report,

Statenment
Based on owr review, which s not an audit, we have not become awareé of any atter that makes us believe that the fimancial report of
the consolidated entity, comprising Legend Mining Limited and the eatities it controlled during the half>year 15 not in accordance
with:
{a} the Corporations Act 2001, including:
{1} giving o true and fair view of the financial pesition of the consolidited ertity at 30 June 2005 and of its
performance for the halfyear ended on that date; and
(it} complying with Accounting Standard AASB 134 “Juterim Financial Reporting” and the Corporations
Reglations 2001 and . o ”

(b} other mandatory financial reporting reguirements in Austraiia.
k\,{u;k:.t o
ST

Ernst & Young
W T
\ \

£ # Meyerowitz

Partner

Farth
I3 September 2005

Ligbitiry Yimited by the Accountanty Scheme, approved
under the Frofessional Standards Act 1994 (N8W), )
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