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MIRABELA NICKEL LTD
DIRECTORS’ REPORT

The Directors of the Company present their report together with the financial report of Mirabela Nickel Ltd (the
Company) and of the Group being the Company and its subsidiaries for the financial year ended 30 June 2007
and the auditors report thereon.

DIRECTORS AND COMPANY SECRETARY

The Directors and the Company Secretary of the Company at any time during or since the end of the financial
period are as follows.

1.1 Directors
Mr Bill Clough BSc Geol, BCom (Hons) — Non Executive Chairman, Age 46, Appointed 5/3/2004

Mr Clough has many years experience in mining, engineering and logistics businesses, with a focus on
resource opportunities in developing countries. His humerous business interests span a variety of sectors,
including identifying and salvaging centuries old shipwrecks, importing tyres, and waste recycling.

Since 1999, Mr Clough has pursued mining projects in Brazil and was the founding investor and current Chief
Executive of Serabi Mining plc. Serabi’'s area of interest within the Tapajos Gold Region, the Palito gold mine
and resulting wide gold exploration portfolio, culminated in the subsequent listing of Serabi Mining plc on the
London Stock Exchange’s AIM on 10th May 2005. Mr Clough identified and negotiated the acquisition of the
Mirabela Nickel projects and continues to seek further base metals projects suitable for acquisition by the
Company.

Mr Nick Poll BSc (Hons), MSc (Geol), MSc (Bus) - Managing Director, Age 42, Appointed 5/3/2004

Mr Poll is the founding Managing Director of Mirabela Nickel and has led the discovery and development
of the Santa Rita resource. He has over 15 years experience in the geological and business development
of mining projects internationally and worked in London for several years as a corporate development
consultant.

Having gained considerable experience in nickel sulphide exploration and mining development at WMC'’s
Kambalda nickel project, Mr Poll then became involved in WMC'’s Brazilian operations for several years.
Subsequently, he set up and managed WMC's gold exploration program in French Guiana. He is a fluent
speaker of Portuguese and French.

Mr Poll has an MSc in geology from the Colorado School of Mines and an MSc in business from the London
Business School.

Mr Craig Burton BJuris, LLB, MAICD — Executive Director, Age 44, Appointed 5/3/2004

Mr Burton is an experienced and active investor in start-up projects and businesses, both public listed and
private. Over the last 15 years he has co-founded numerous development companies, with a focus upon the
resources, oil and gas, mining services and agribusiness sectors. He often takes on a commercial executive
role to assist the early development of such companies.

Mr Burton is currently an executive director of Mirabela Nickel Ltd and a non-executive director of
Wildhorse Energy Limited, Matra Petroleum plc, Exco Resources NL, Solimar Energy Limited, Rewards
Group Limited and Capital Drilling Limited. He was a co-founder of Albidon Limited, Sally Malay Mining
Limited and Energy Ventures Limited. He has a Bachelor of Laws degree from the University of Western
Australia and is a member of the Australian Institute of Company Directors.

Mr Nick Sheard MAIG, R, P.Geo - Non Executive Director, Age 57, Appointed 20/3/2007

Mr Sheard has a long history of involvement in nickel sulphide exploration and development. Until recently,
Mr Sheard was the Vice President of Exploration of Inco. Based in Toronto, Mr Sheard managed an
exploration team of 250 people with nine offices and 11 mines worldwide. Under Mr Sheard's leadership,
the Inco team discovered the Reid Brook nickel sulphide deposit in Labrador, Canada. Prior to joining Inco,
Mr Sheard held various senior management positions with MIM Exploration Pty Ltd in Australia from 1990 to
2003, including General Manager of Worldwide Exploration and Chief Geophysicist. As Chief Geophysicist
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for MIM Exploration Pty Ltd, Mr Sheard helped to develop MIMDAS, a new array style geophysical system,
now in commercial operation.

Mr Joe Hamilton BSc (Hons), MSc — Non Executive Director, Age 46, Appointed 26/3/2007

Mr Hamilton has over 22 years experience in the international mining industry and is currently the Chief
Executive Officer and a Director of African Copper Plc. Previously a precious metals research analyst with
Dundee Securities Corporation, and with RBC Capital Markets - Global Mining Division, Mr Hamilton holds
a B.Sc. (Hons) degree from the University of Toronto and a Master's of Science (Applied) from Queens'
University. Mr Hamilton is a Chartered Financial Analyst and is currently a member of the CFA Institute. Mr
Hamilton is registered in Canada as a Professional Geologist (P.Geo.) with the Association of Professional
Geoscientists of Ontario and with the Association of Professional Engineers and Geoscientists of
Saskatchewan. In addition to Mirabela and African Copper Plc, Mr Hamilton serves as a Director of
Aurelian Resources Inc. and of Atikwa Minerals Corporation.

1.2 Company Secretary
Mr Stephen Hills BCom, BCompt Hons CA - Chief Financial Officer/ Company Secretary, Age 48

Mr Hills is a Chartered Accountant with over 20 years experience, of which the last ten years have been as
Chief Financial Officer of public companies listed on the ASX. As Chief Financial Officer of Gallery Gold
Limited, Mr Hills was involved with the successful financing of Mupane Gold Project and the commissioning
and production phases of its open-cut operations in Botswana. Prior to that Mr Hills was Chief Financial
Officer of Scientific Services Limited Company, a business providing mineral laboratory analytical services
and down-hole drilling tools, with a focus on the resource sector.

1.3 Directors’ Meetings

The number of Directors’ meetings and number of meetings attended by each of the Directors of the Company
during the financial period were:

Director Board of Directors Audit Committee
Present Held Present Held

Bill Clough 3 5

Nick Poll 5 5 -

Craig Burton 5 5 1 1

Nick Sheard 3 3 1 1

Joe Hamilton 3 3 1 1

1.4 Corporate Governance

The Directors of Mirabela Nickel Ltd support and have adhered to the principles of sound corporate
governance. The Board recognises the recommendations of the Australian Securities Exchange Corporate
Governance Council, and considers that Mirabela Nickel Ltd is in compliance with those guidelines which are
of importance to the commercial operations of an organisation of Mirabela’s size and complexity. During the
financial year shareholders continued to receive the benefit of an efficient and cost-effective corporate
governance policy for the Company.

SUMMARY OF OPERATIONS

The Company continued to develop the Santa Rita resource during the year and substantial progress
has been made towards its development following announcement of a bankable feasibility study in July.
This is the Company’s lead project. Other active projects during the year included Serra Azul (nickel
laterite resource) and S&o Francisco (nickel sulphide exploration).

A total of US$183 million was raised on the Toronto stock exchange in April, of which US$160m has
been allocated towards construction of the Santa Rita project. This completes the equity finance
component of the funding required to construct the project and banks have shown a strong interest in
providing the remaining financing in debt.
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Santa Rita Resource

An updated Potential Mill Feed resource (the estimated resource available as mill feed based
upon a pit optimisation study) was announced in June as follows:

e Measured and Indicated — 69.2 million tonnes grading 0.61% Ni (925 million Ibs)
e Inferred — 6.8 million tonnes grading 0.53% Ni (79 million Ibs)
e Indicative strip ratio 7.7:1

The new tonnage of potential mill feed from the Measured and Indicated mineral resource categories
combined (69.2mt grading 0.61% Ni) represents an increase of 40% above the previous in-pit Indicated
mineral resource (49.5mt grading 0.61% Ni). This increase exceeded expectations and reflected positive
results from infill drilling and extensions to the mineral resource, particularly in the southern half.

The upgrade represents a significant increase in the life of the Santa Rita project and increases the
scale and scope of the Santa Rita project. The production rate will be increased from 4 to 4.6 mtpy and
a scoping study for an Ausmelt nickel sulphide smelter is already underway.

A breakdown of the resource estimate is as follows:

Potential Mill Feed resource estimate (indicative strip ratio 7.7:1)

Category Million Ni Cu Million Ibs Ni
Tonnes
Measured 8.5 0.65% 0.16% 122
Indicated 60.7 0.60% 0.15% 803
Measured + Indicated 69.2 0.61% 0.15% 925
Inferred 6.8 0.53% 0.15% 79

Includes 5% ore loss. Weighted average cut-off grade - 0.38% Ni.

The recent resource estimate is based on 313 drill holes for 73,500 meters drilled. The Company
believes that more recent results from the Southern Deeps drilling program, not included in the current
estimate, will further add to the potential mill feed resource.

Santa Rita feasibility study and development

The Company made substantial preparations towards construction of the Santa Rita project during the
year. This work was undertaken based on very positive results from the feasibility study, confidence in
the permitting process and continued strong market demand for nickel over the coming years. As a
result, the Company is now well positioned to commence project construction immediately upon
receiving the final environmental approvals.

An Environmental Impact Assessment was approved in December 2006. This was an approval of the
project concept by the state environmental authorities and included a community consultation process.
A full Environmental Management Plan was submitted in July and management believes that the final
permits will be obtained by October. Once granted, construction will be ready to commence
immediately.

Long lead time items have already been ordered. The SAG/ball mill grinding circuit was ordered in April,
whilst the crushing circuit was ordered in May 2007. Engineering and commercial arrangements for the
delivery of electricity from the state power grid are well advanced and on schedule.

A project development team with extensive experience in the development of nickel sulphide projects
and the construction of sulphide flotation plants in Brazil has been appointed, and the Company
commenced the first phase of project implementation, including detailed project planning and
engineering.

The Bankable Feasibility Study confirmed that the development of a 4.0 million tpa open pit mine and
concentrator at Santa Rita to produce 16,000 tpa of Ni in concentrate is technically and commercially
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feasible. Capital costs for development of plant and associated infrastructure are estimated at
US$263m including an 8% contingency cost.

Detailed engineering currently being undertaken for the Project is on the basis of an increased
throughput of 4.6 mtpa enabling production of approximately 18,500 tpa (41 million Ib pa) of Ni in
concentrate, making Mirabela a substantial Ni producer.

Given the larger potential mill feed tonnage from the Santa Rita Resource, the Company has initiated a
scoping level evaluation (+/-50%) of the capital and operating costs of constructing and operating a
smelter with capacity of about 150,000 tpa concentrate and related infrastructure located adjacent to the
Santa Rita concentrator. The smelter would convert the Santa Rita concentrates grading 12-13% Ni
into a matte grading 50-60% Ni, thereby attracting a higher payability and substantially reducing
transport costs.

In January 2007, the Company entered into option agreements to acquire the surface rights over 1,724
Ha of land containing the Santa Rita deposit and surrounding areas for plant, waste dumps and tailings
dam. The company is currently finalizing these acquisitions.

At Palestina, 25 kilometres south of Santa Rita, environmental permits were obtained to conduct drilling
programs over forested areas that contain the most promising nickel sulphide targets. A small drilling rig
has been mobilized from overseas and the program is expected to commence in October.

A mapping program has been completed over an area of known nickel mineralization at Sao Francisco.
Planning is underway for further work.

Corporate

In chronological order, highlights of the corporate activities during the year under review are:

In August 2006, the Company completed the private placement of 9,000,000 ordinary shares at A$ 1.25
per share for gross proceeds of A$11,250,000.

In December 2006, the Company completed placements of 12,500,000 ordinary shares at $2.10 per
share, primarily to Toronto based investors, to raise A$26,250,000. The Company also lodged an
application to have its shares listed on the Toronto Stock Exchange (“TSX".)

In March 2007, the Company was included in the S&P All Ordinaries index. The Company’s shares
commenced trading on the TSX (code: MNB) on 26 March 2007. On 29 March the Company lodged a
preliminary prospectus for a public offering in each of the provinces of Canada other than Quebec to
offer 30,000,000 ordinary shares for issue, with an over-allotment option for a further 4,500,000 ordinary
shares.

In May 2007, the Company announced that a total of 34,500,000 shares had been issued at C$5.30
each pursuant to the final prospectus lodged in April for gross proceeds of C$182.85 million. A further
3,450,000 shares were subsequently issued to CVRD Inco on 31 May at C$5.30 per share for additional
proceeds of C$18.29 million, CVRD Inco having exercised its right to participate in the capital raising.

During the year a total of 1,400,000 ordinary shares were issued upon the exercise of incentive options
for proceeds of A$527,500.

At the end of the financial year the Company’s issued share capital consisted of 126,800,000 ordinary
shares, an increase of 60,850,000 shares in issue for net proceeds of approximately A$266 million.

The Company had cash balances on hand of A$216 million as at 30 June 2007, as compared to A$6
million at the end of the previous year.

Net financing cash flows totalling A$209.30 million were received by the Company during the fourth
quarter, comprising the net proceeds of the public offering undertaken in Canada for 34,500,000 shares
at C$5.30 per share, proceeds of the private placement of 3,450,000 shares to CVRD Inco Limited also
at the issue price of C$5.30 and proceeds from the exercise of 400,000 options.
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Environmental Regulations & Performance

The Company’s operations are subject to Brazilian Federal and State environmental regulation in relation to
it's ongoing exploration activities. Directors are not aware of any breaches of the relevant environmental
legislation to the date of this report.

REMUNERATION REPORT

This Remuneration Report outlines the remuneration arrangements which were in place during the
period, and remain in place as at the date of this report, for the Directors of Mirabela Nickel Ltd.

3.1 Principles of compensation — audited
Remuneration is referred to as compensation throughout this report.

Key management personnel have authority and responsibility for planning, directing and controlling the
activities of the Company and the Group, including directors of the Company and other executives. Key
management personnel include the most highly remunerated S300A directors and executives of the
Company and the Group.

Compensation levels for key management personnel and secretaries of the Company and relevant key
management personnel of the Group are competitively set to attract and retain appropriately qualified and
experienced directors and executives. The Company obtains independent advice on the appropriateness
of compensation packages of both the Company and the Group given trends in comparative companies
both locally and internationally, and the objectives of the Company’s compensation strategy.

The compensation structures explained below are designed to attract suitably qualified candidates,
reward the achievement of strategic objectives, and achieve the broader outcome of creation of value for
shareholders. The compensation structures take into account:

e The capability and experience of the key management personnel
e The key management personnel’s ability to control relevant segment performance
e The consolidated entity’s performance including:
0 The consolidated entity’s earnings
0 The growth in share price and delivering constant returns on shareholder wealth
e The amount of incentives within each key management person’s compensation

Compensation packages include a mix of fixed and variable compensation with performance-based
incentives.

In addition to their salaries, the Group may also provide non-cash benefits to its key management
personnel.

3.1.1 Fixed Compensation
Fixed compensation consists of base compensation, which is calculated on a total cost basis and
includes employer contributions to superannuation funds.

3.1.2 Performance-linked compensation

The Company currently has no fixed formula for the cash component of performance based remuneration built
into director or executive remuneration packages. Compensation levels are reviewed annually by the Board
through a process that considers individual, segment and overall performance of the Group.

Cash bonuses designed to reward key management personnel for meeting or exceeding their operational
objectives are paid at the discretion of the board. Performance incentives are provided as options over
ordinary shares of the Company (see note 17 to financial statements).
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3.1.3 Long-term incentive

Options are issued to key management personnel, both employees and consultants at the discretion of
directors of the consolidated entity. The ability to exercise the options is conditional upon the key
management personnel achieving certain performance hurdles.

These performance hurdles are set for each employee or consultant and are based either on the time
spent on the project or the achievement of certain operational targets.

3.1.4 Service contracts
The Company has entered into service contracts with the Managing Director, Chief Financial Officer and
the Operations Manager.

Mr Nick Poll, Managing Director, entered into an executive services agreement with the Company on 1
July 2006. The contract is unlimited in term but capable of termination upon 6 months notice by either

party.

Mr Stephen Hills, Chief Financial Officer, entered into an executive services agreement on 23 March
2007 with the Company. The contract is unlimited by term but capable of termination upon 3 months
notice by either party.

Mr Dave Chapman, Operations Manager, entered into an executive services agreement on 1 March 2007
with the Company. The contract is unlimited by term but capable of termination upon 3 months notice by
either party.

3.1.5 Non-Executive Directors

Total compensation for all non-executive Directors may not exceed $180,000 per year as detailed in the
Company’s Constitution. Non—executive Directors’ base fees are presently $60,000 per annum.
Directors’ fees cover all main Board activities and membership of one committee.

3.2 Directors and executive officers’ remuneration (Company and consolidated) - audited

The following table sets out remuneration paid to Directors and key executive personnel of the Company and
the Group during the financial year:

Post- . Value of options
employment Equity as proportion of
Short-term Super Share based remuneration
Directors’ remuneration - 2007 Wages and fees  contributions payments Total %
Bill Clough 60,000 - 60,000 %
Craig Burton 120,000 - 120,000 %
Nick Poll 340,000 - 340,000 %
Nick Sheard 50,000 - 50,000 %
Joe Hamilton 16,667 - 16,667 -%
586,667 - 586,667
Post- Value of options
employment Equity as proportion of
Short-term Super Share based remuneration
Directors’ remuneration - 2006 Wages and fees  contributions payments Total %
Bill Clough 60,000 60,000 %
Craig Burton 120,000 120,000 %
Nick Poll 208,598 41,440 250,038 17%
388,598 41,440 430,038
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Key personnel remuneration - 2007

Stephen Hills, Chief Financial Officer 240,046 4,954 62,085 307,085 20%

Dave Chapman, Operations Manager 237,621 4,954 20,695 263,270 8%

Paulo Oliva, Mine Manager 220,716 - 9,867 230,583 3%

Brett Mitchell, Company Secretary 35,000 - - 35,000 %
733,383 9,908 92,647 835,938

Key personnel remuneration - 2006

Stephen Hills, Chief Financial Officer 16,500 - 31,042 47542 65%

Dave Chapman, Operations Manager 216,357 - 47,849 264,206 18%

Paulo Oliva, Mine Manager 218,105 - 49,333 267,438 18%

Brett Mitchell, Company Secretary 55,000 - - 55,000 %
505,962 - 128,224 634,186

Remuneration payments to Mr Burton were made to a related entity, Verona Capital Pty Ltd.

Remuneration payments to Mr Clough were made to a related entity, WM Clough Pty Ltd.

Remuneration payments to Mr Chapman were made to a related entity, Parati Pty Ltd up to 31/3/2007.
Remuneration payments to Mr Oliva were made to a related entity, Proliva Geologica.

Remuneration payments to Mr Hills were made to a related entity Jaluni Pty Ltd up to 31/3/2007.
Remuneration payments to Mr Mitchell were made to a related entity Sibella Capital Pty Ltd up to 22/1/2007.

3.21 Notes in relation to the directors’ and officers’ remuneration — audited

The fair value of services received in return for share options granted are measured by reference to the
fair value of share options granted. The estimate of the fair value of the services received is measured
based on the binomial option-pricing model. The contractual life of the option is used as an input into this
model. Expectations of early exercise are incorporated into the binomial option-pricing model.

Consultant options Director options Consultant options

granted on granted on granted on
25 May 2005 16 June 2005 24 April 2006
Fair value at grant date $0.3811 $0.3811 $0.4139
Share price at grant date $0.54 $0.54 $0.92
Exercise price $0.60 $0.60 $0.95
Expected volatility
(expressed as weighted average volatility used in the
modelling under binomial option-pricing model) 100 100 75
Option life
(expressed as weighted average life used in the modelling
under binomial option-pricing model) 4 years 4 years 4 years
Expected dividends - - -
Risk-free interest rate
(based on national government bonds) 5.305% 5.305% 5.750%

The expected volatility is based on the historic volatility (calculated based on the weighted average
remaining life of the share options), adjusted for any expected changes to future volatility due to publicly
available information.

Share options are granted under a service condition and, for grants to key management personnel,

market and non-market performance conditions. Non-market performance conditions are not taken into
account in the grant date fair value measurement of the services received.

10
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3.3

Equity instruments

All options refer to options over ordinary shares of Mirabela Nickel Limited, which are exercisable on one-
for-one basis under the Company’s share option plan.

3.3.1

Options granted as compensation - audited

During the financial year, no options over ordinary shares in the Company were granted as compensation to
directors and key management personnel. Details on options granted to key management personnel during
the comparative financial year are as follows:

Number of Number of Fair value per Exercise
options options option at price per

2006 granted vested during |  grant date option
Directors and executives | during 2006 | Grant date 2006 $ $ Expiry date
Stephen Hills
Chief Financial Officer 300,000 | 24/04/2006 75,000 041 0.95 | 30/04/2010
Dave Chapman
Operations Manager 200,000 | 24/04/2006 308,333 0.41 0.95 | 30/04/2010

Since the end of the financial year, further options were issued to directors and employees. Details of options
granted as remuneration since the end of the financial year are included in section 11 of Directors’ Report,
under heading Share options.

No terms of equity-settled share-based payment transactions have been altered or modified during the
financial year.

During the reporting period no shares were issued to key personnel on the exercise of options previously
granted as compensation to directors and executives. All options expire on the earlier of their expiry date or
on termination of the individual's employment. The options are exercisable on an annual basis four years from
grant date.

3.3.2 Analysis of options over equity instruments granted as compensation — unaudited
Details of vesting profiles of the options granted as remuneration to each director of the Company and
each named Company executive and relevant group executives is detailed below.

%
Vested Forfeited in | Financial years in which
Number Date in year year (A) grant vests Min (B) | Max (C)

Directors

Nick Poll 400,000 | 16/06/2005 70% % 1 July 2008 -

Executives

Paulo Oliva 400,000 | 25/05/2005 100% % 1 July 2008 -

Dave Chapman | 300,000 | 25/05/2005 100% % 1 July 2008 -

Dave Chapman | 200,000 | 24/04/2006 29% -% 1 July 2009 -

Stephen Hills 300,000 | 24/04/2006 75% -% 1 July 2009 -

(A) The % forfeited represents the reduction from the maximum number of options available to vest

due to the highest level performance criteria not being achieved.

(B)  The minimum value of options yet to vest is $nil as the performance criteria may not be met and
consequently the option may not vest.

(C) The maximum value of options yet to vest is not determinable as it depends on the market price
of shares of the Company on the Australian Securities Exchange at the date the option is
exercised.

3.3.3 Exercise of options granted as compensation — audited

During the financial year no shares were issued to the directors and key executives on the exercise of
options previously granted as compensation.

11
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3.34 Analysis of movements in options — unaudited

During the financial year, there was no movement, by value, of options over ordinary shares in the
Company held by each Company director and each of named Company executives and relevant Group
executives and other key management personnel.

4. PRINCIPAL ACTIVITIES

The principal activity of the Group during the course of the financial year consisted of the exploration and
evaluation of the Santa Rita nickel sulphide project and the Serra Azul nickel saprolite project located in the state
of Bahia, Brazil.

5. AUDIT COMMITTEE

The audit committee has a documented charter, approved by the board. All members are non executive directors.
The committee advises on the establishment and maintenance of a framework of internal control and appropriate
ethical standards for the management of the group.

The members of the audit committee during the year were:
- Joe Hamilton, BSc (Hons), MSc — (Chairperson) Independent Non Executive
- Craig Burton, BJuris, LLB, MAICD- Non Executive
- Nick Sheard, MAIG, R, P.Geo — Independent Non Executive

The audit committee was established on 26 March 2007, since its inception the committee has met once and
committee member’s attendance record is disclosed in the table of directors meetings on page 5.
6. RESULTS AND DIVIDENDS

The loss after tax attributable to members of the Group for the financial year ended 30 June 2007 was $3,092,456
(2006: $925,760).

No dividends have been paid or declared by the Company during the year ended 30 June 2007 (2006: Nil).

7. LOSS PER SHARE

The basic loss per share for the Group for the year was 3.6 cents per share (2006: 2.1 cents per share).

8. EVENTS SUBSEQUENT TO REPORTING DATE

8.1 Purchase of farm land
Since the end of the financial year the Group has made instalment payments totalling $679,709 for the
acquisition of land in the proposed Santa Rita project development area in Bahia, Brazil.

8.2 Forward contracts

Since 30 June 2007, the Group has entered into foreign exchange forward contracts to convert US$140
million to Brazilian Real at an average exchange rate of 2.034. Under these contracts, the Company is
committed to converting US$10 million per month to Brazilian Real for each of the fourteen months
commencing November 2007.

8.3 Options over ordinary shares of the Company granted as remuneration

Subsequent to the reporting date, a further 3,200,000 options were granted as remuneration to Group’s
executives and employees integral to the development of the Santa Rita project. Details of options granted
are included in section 11 of this report.

Options were approved by shareholders at a General Meeting of the company held o August 2007

12
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9. LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The Company expects to commence construction activities for the Santa Rita project by December 2007
assuming requisite environmental and mining approvals are obtained, and will proceed with development

and financing with the aim of achieving production in mid 2009.

Further information about likely

developments in the operations of the Company and the expected results of those operations in the future

financial years has not been included in this report.

10. DIRECTORS’ AND EXECUTIVES' INTERESTS

As at the date of this report, the interests of the Directors and executives in the shares and options of Mirabela

Nickel Ltd (the Company) were:

Options, Options, Options, Options, Options,
2007 Shares exercisable at | exercisableat | exercisable at exercisable at Exercisable at
Directors and executives 20 cents 60 cents 95 cents $5.60 $6.20
Bill Clough 8,000,000 - - - -
Nick Poll 2,000,000 2,000,000 400,000 - 1,200,000
Craig Burton 6,000,000 - - - 600,000 -
Paulo Oliva - - 400,000 - - 150,000
Dave Chapman - - 300,000 200,000 150,000
Stephen Hills - - - 300,000 - -
Total 16,000,000 2,000,000 1,100,000 500,000 1,800,000 300,000
Options, Options, Options, Options, Options,
2006 Shares exercisable at | exercisableat | exercisable at exercisable at Exercisable at
Directors and executives 20 cents 60 cents 95 cents $5.60 $6.20
Bill Clough 8,000,000 - - - -
Nick Poll 2,000,000 2,000,000 400,000 -
Craig Burton 6,000,000 - - - -
Paulo Oliva - - 400,000 - -
Dave Chapman - 300,000 200,000 -
Stephen Hills - - - 300,000 - -
Total 16,000,000 2,000,000 1,100,000 500,000

11. SHARE OPTIONS

11.1 Options granted to officers and employees of the Company

Since the end of the financial year, under its share option plan the Company granted

consideration over unissued ordinary shares as follows:

options for no

Grant Number of Contractual
Employee Entitled . Vesting conditions life of
Date instruments .
options
9 August 2007 E:Ltle(cts(r)s”Optlons 1,200,000 Continuous executive services for 2 years 4 years
9 August 2007 Dweptors Options 600,000 Continuous executive services for 2 years 4 years
Craig Burton
9 August 2007  Employees 1,400,000 Project commissioning 4 years
Total share options 3,200,000
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11.2 Unissued shares under options
As at the date of the report there were 7,578,900 unlisted options over unissued ordinary shares in the
Company as detailed below:

Number of Options Exercise Price Expiry Date
2,000,000 $0.20 31 May 2008
1,400,000 $0.60 30 June 2009

978,900 $0.95 30 September 2010
1,800,000 $5.60 23 February 2011
1,400,000 $6.20 30 June 2011

Option holders do not have any right, by virtue of the option, to participate in any share issue of the Company.

11.3 Shares issued on exercise of options
During or since the end of financial year, the Company issued ordinary shares as a result of the exercise of
options as follows:

Number of shares Date of exercise Amount paid on each share
500,000 31 October 2006 20 cents
500,000 6 November 2006 20 cents
150,000 8 May 2007 60 cents
250,000 14 May 2007 95 cents
50,000 12 July 2007 60 cents
21,100 18 July 2007 95 cents

12. INDEMNIFICATION AND INSURANCE OF OFFICERS AND AUDITORS

12.1 Indemnification

An indemnity agreement has been entered into with each of the Directors and the Company Secretary of
the Company named earlier in this report. Under the agreements, the Company has agreed to indemnify
those officers against any claim or for any expense or cost which may arise as a result of work performed
in their respective capacities to the extent permitted by law. There is no monetary limit to the extent of this
indemnity.

12.2 Insurance
Since the end of the previous financial year the Company has paid insurance premiums in respect of
directors’ and officers’ liability and legal expenses for current directors and officers.

The insurance premiums relate to costs and expenses incurred by the relevant officers in defending
proceedings, whether civil or criminal and whatever their outcome; and other liabilities that may arise from
their position, with the exception of conduct involving a wilful breach of duty or improper use of
information or position to gain a personal advantage.
Premiums totalling $31,342 were paid in respect of the following officers of the Company and its
controlled entities; Craig Burton, Bill Clough, Nick Poll, Nick Sheard, Joe Hamilton, Stephen Hills and
Dave Chapman.
The insurance policies outlined above do not contain details of the premiums paid in respect of individual
officers of the Company.

13. CORPORATE STRUCTURE

Mirabela Nickel Ltd is a company limited by shares that is incorporated and domiciled in Australia.
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14. NON-AUDIT SERVICES

During the year KPMG, the Company’s auditor, has performed certain other services in addition to their statutory
duties. ’

The board has considered the non-audit services provided during the year by the auditor and is satisfied that the
provision of those non-audit services during the year by the auditor is compatible with, and did not compromise,
the auditor independence requirements of the Corporations Act 2001.

All non-audit services were subject to the corporate governance procedures adopted by the Company and have
been reviewed by the board to ensure they do not impact the integrity and objectivity of the auditor; and the non-
audit services provided do not undermine the general principles relating to auditor independence as set out in
Professional Statement F1 Professional independence, as they did not involve reviewing or auditing the auditor's
own work, acting in a management or decision making capacity for the Company, acting as an advocate for the
Company or jointly sharing risks and rewards.

2007 2006
AUD AUD
Auditors of the Company
KPMG Australia:
Other assurance services 10,250 16,639
Other assurance services (Cost of Capital) 103,089 -
113,339 16,639

15. LEAD AUDITOR’S INDEPENDENCE DECLARATION

The lead auditor’s Ingependence Declaration is set out on page and 17 and forms part of the Directors’ report for
the ﬁ ear gfided 30 June 2007.

Ve

Craig Burton

Director
Perth, 21 September 2007
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1 In the opinion of the directors of Mirabela Nickel Limited (“the Company”):

a.

The financial statements and notes (and the Remuneration disclosures that are contained in
sections 3.1, 3.2, 3.3.1 and 3.3.3 of the Remuneration report in the Directors report), set out
on pages 20 to 49, are in accordance with the Corporations Act 2001, including:

i. Giving a true and fair view of the financial position of the Company and the consolidated
entity as at 30 June 2007 and of their performance, for the financial year ended on that
date; and

ii. Complying with Australian Accounting Standards and the Corporations Regulations
2001; and

The financial report also complies with International Financial Reporting Standards as
disclosed in note 2(a);

the Remuneration disclosures that are contained in sections 3.1, 3.2, 3.3.1and 3.3.3 of the
Remuneration report in the Directors’ report comply with Australian Accounting Standard
AASB 124 Related Party Disclosures; and

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

2 The directors have been given the declarations required by Section 295A of the Corporations Act
2001 by the chief executive officer and chief financial officer for the financial year ended 30 June
2007.

Dated at Perth this 21st day of September 2007.

Signed in accordapee with a resolution of the directors.

Craig Burton
Director
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Independent auditor’sreport to the members of Mirabela Nickel Limited

Report on the financial report and AASB 124 remuner ation disclosur es contained in the
directors report

We have audited the accompanying financia report of Mirabela Nickel Limited (the Company), which
comprises the balance sheets as at 30 June 2007, and the income statements, statements of changesin
equity and cash flow statements for the year ended on that date, a description of significant accounting
policies and other explanatory notes and the directors' declaration of the Group comprising the
Company and the entities it controlled at the year’'s end or from time to time during the financial year.

As permitted by the Corporations Regulations 2001, the Company has disclosed information about the
remuneration of directors and executives (remuneration disclosures), required by Australian Accounting
Standard AASB 124 Related Party Disclosures, under the heading “ Remuneration report” in sections
3.1, 3.2, 3.3.1 and 3.3.3 of thedirectors' report and not in the financia report. We have audited these
remuneration disclosures.

Directors’ responsibility for the financial report and the AASB 124 remuneration disclosures contained
in the directors’ report

The directors of the Company are responsible for the preparation and fair presentation of the financial
report in accordance with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Act 2001. This responsibility includes establishing and
maintaining internal control relevant to the preparation and fair presentation of the financial report that
is free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances. In note
2(a), the directors aso state, in accordance with Australian Accounting Standard AASB 101
Presentation of Financial Statements, that the financial report of the Company and the Group,
comprising the financial statements and notes, complies with International Financial Reporting
Standards.

The directors of the Company are also responsible for the remuneration disclosures contained in the
directors’ report.

Auditor’s responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosuresin
the financial report and the remuneration disclosures contained in the directors' report. The procedures
selected depend on the auditor’ s judgement, including the assessment of the risks of material
misstatement of the financial report and the remuneration disclosures contained in the directors' report,
whether due to fraud or error. In making those risk assessments, the auditor considersinternal controls
relevant to the entity’ s preparation and fair presentation of the financial report and the remuneration
disclosures contained in the directors' report in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal controls. An audit also includes eval uating the appropriateness of accounting policies used and

KPMG, an Australian partnership, is part of the KPMG International
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the reasonabl eness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the financial report and the remuneration disclosures contained in the directors' report.

We performed the procedures to assess whether in all material respects the financial report presents
fairly, in accordance with the Corporations Act 2001 and Australian Accounting Standards (including
the Australian Accounting Interpretations), a view which is consistent with our understanding of the
Company’s and the Group’ s financial position and of their performance and whether the remuneration
disclosures are in accordance with Australian Accounting Standard AASB 124.

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

Auditor’s opinion on the financial report

In our opinion:

(@) thefinancia report of Mirabela Nickel Limited isin accordance with the Corporations Act 2001,
including:

(i) giving atrue and fair view of the Company’s and the Group’s financial position as at 30 June
2007 and of their performance for the year ended on that date; and

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

(b) thefinancial report also complies with International Financial Reporting Standards as disclosed in
note 2(a).

Auditor’s opinion on AASB 124 remuneration disclosures contained in the directors’ report

In our opinion the remuneration disclosures that are contained in 3.1, 3.2, 3.3.1 and 3.3.3 of the
directors report comply with Australian Accounting Standard AASB 124 Related Party Disclosures.

KPt

—

T RHART
Partner

Perth
21 September 2007
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Lead Auditor’s Independence Declaration under Section 307C of the Corporations Act 2001

To: the directors of Mirabela Nickel Limited

| declare that, to the best of my knowledge and belief, in relation to the audit for the financial year ended

30 June 2007 there have been:

0) no contraventions of the auditor independence requirements as set out in the Corporations Act

2001 in relation to the audit; and

(i) no contraventions of any applicable code of professional conduct in relation to the audit.

K MU/

KPMG

/

T RHART
Partner

Perth
21 September 2007

KPMG, an Australian partnership, is part of the KPMG International
network. KPMG International is a Swiss cooperative



MIRABELA NICKEL LTD
Income statements

For the year ended 30 June 2007

Professional fees

Employee benefits

Contractor expenses
Depreciation expense
Exploration expense

Property lease and overheads
Printing, stationery and postage
Listing and corporate costs
Other expenses from ordinary activities
Results from operating activities
Financial income

Financial expense

Net financial income/(expense)
Loss before tax

Income tax benefit/(expense)
Loss for the period

Attributable to:

Loss per share for loss attributable to the ordinary

equity holders of the Company:
Basic loss per share (cents per share)
Diluted loss per share (cents per share)

Note

10
10

Consolidated The Company
30-Jun-07 30-Jun-06 30-Jun-07 30-Jun-06
AUD AUD AUD AUD
(167,560) (69,735) (147,538) (60,497)
(1,226,582) (409,765) (1,133,216) (389,181)
(465,353) (278,609) (465,353) (278,609)
(52,576) (28,311) (38,054) (21,031)
- (8,969,414) (2,613,375)
(214,394) (164,895) (214,394) (164,895)
(90,677) (62,311) (90,677) (62, 311)
(381,161) (381,161)
(310,171) (67,001) (295,690) (65,151)
(2,908,474) (1,080,627)  (11,735,497) (3,655,050)
4,124,235 161,918 4,123,880 161,893
(4,315,268) (4,315,268) -
(191,033 161,918 (191,388) 161,893
(3,099,507) (918,709)  (11,926,885) (3,493,157)
7,051 (7,051) 7,051 (7,051)
(3,092,456) (925,760)  (11,919,834) (3,500,208)
(3.6) (2.1)
(3.6) (2.1)

The income statements are to be read in conjunction with the notes to the financial statements set out

on pages 24 to 49.
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MIRABELA NICKEL LTD
Statements of changes in equity
For the year ended 30 June 2007

Consolidated

For the year ended 30 June 2007

Balance at 1 July 2006

Equity settled share based payment transactions
Exercise of options

Share issue net of issue costs

Effect of translation of foreign operations to group
presentation currency

Net loss for the period

Balance at 30 June 2007

Consolidated

For the year ended 30 June 2006

Balance at 1 July 2005

Equity settled share based payment transactions
Share issue net of issue costs

Effect of translation of foreign operations to group
presentation currency

Net loss for the period

Balance at 30 June 2006

The Company

For the year ended 30 June 2007

Balance at 1 July 2006

Equity settled share based payment transactions
Exercise of options

Share issue net of issue costs

Net loss for the period

Balance at 30 June 2007

The Company

For the year ended 30 June 2006

Balance at 1 July 2005

Equity settled share based payment transactions
Share issue net of issue costs

Net loss for the period

Balance at 30 June 2006

Accumulated

Issued capital losses Reserves Total equity

AUD AUD AUD AUD

20,062,514 (1,546,501) 1,973,320 20,489,333

- - 154,333 154,333

- (720) (720)

245,917,995 - 245,917,995

- - (1,903,929) (1,903,929)

- (3,092,456) - (3,092,456)

265,980,509 (4,638,957) 223,004 261,564,556

6,447,097 (620,741) 469,624 6,295,980

- - 242,339 242,339

13,615,417 - 13,615,417

- - 1,261,357 1,261,357

- (925,760) - (925,760)

20,062,514 (1,546,501) 1,973,320 20,489,333

Accumulated
Issued capital losses Reserves Total equity

AUD AUD AUD AUD

20,062,514 (4,985,536) 243,059 15,320,037

- - 154,333 154,333

- (720) (720)

245,917,995 - - 245,917,995

- (11,919,834) - (11,919,834

265,980,509 (16,905,370) 396,672 249,471,811

6,447,097 (1,485,328) 720 4,962,489

- - 242,339 242,339

13,615,417 - - 13,615,417

- (3,500,208) - (3,500,208)

20,062,514 (4,985,536) 243,059 15,320,037

The statements of changes in equity are to be read in
conjunction with the notes to the financial statements set out on pages 24 to 49.
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MIRABELA NICKEL LTD
Balance sheets
As at 30 June 2007

Assets
Cash and cash equivalents
Trade and other receivables
Other financial assets

Total current assets

Property, plant and equipment
Exploration and evaluation expenditure
Other financial assets

Total non-current assets

Total assets

Liabilities
Trade and other payables
Provisions
Total current liabilities
Total liabilities
Net assets
Equity
Contributed equity
Reserves
Accumulated losses
Total equity

Note

11
12
13

14
15
13

16
18

19
20

Consolidated The Company
30-Jun-07 30-Jun-06 30-Jun-07 30-Jun-06
AUD AUD AUD AUD

216,307,148 6,427,797 213,438,904 6,015,625
972,767 767,535 767,698 156,934
1,711,103 - 1,711,103 -
218,991,018 7,195,332 215,917,705 6,172,559
6,752,704 286,718 4,073,036 126,531
37,146,305 13,494,371 - -
- - 30,788,855 9,488,366
43,899,009 13,781,089 34,861,891 9,614,897
262,890,027 20,976,421 250,779,596 15,787,456
1,258,364 474,539 1,241,178 454,870
66,607 12,549 66,607 12,549
1,325,471 487,088 1,307,785 467,419
1,325,471 487,088 1,307,785 467,419
261,564,556 20,489,333 249,471,811 15,320,037
265,980,509 20,062,514 265,980,509 20,062,514
223,004 1,973,320 396,672 243,059
(4,638,957) (1,546,501)  (16,905,370)  (4,985,536)
261,564,556 20,489,333 249,471,811 15,320,037

The balance sheets are to be read in conjunction with the notes to the financial statements set out

on pages 24 to 49.
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MIRABELA NICKEL LTD
Statements of cash flows
For the year ended 30 June 2007

Cash flows from operating activities
Cash paid to suppliers and employees
Net cash used in operating activities

Cash flows from investing activities
Acquisition of property, plant and equipment
Payment for exploration and evaluation
expenditure

Payment for investments in controlled entities
Net cash from investing activities

Cash flows from financing activities
Proceeds from the issue of share capital
Share issue cost

Interest received

Net cash from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at 1 July

Effect of exchange rate fluctuations on cash held

Cash and cash equivalents at 30 June

Note

24

11

Consolidated The Company
30-Jun-07 30-Jun-06 30-Jun-07 30-Jun-06
AUD AUD AUD AUD

(2,696,125) (1,279,511) (2,983,608) (3,227,322)
(2,696,125) (1,279,511) (2,983,608) (3,227,322)
(6,665,134) (191,075) (4,001,129) (48,539)
(25,034,031) (7,631,768) - -
- - (29,866,270) (6,222,631)
(31,699,165) (7,822,843) (33,867,399) (6,271,170)
257,442,581 13,677,500 257,442,581 13,677,500
(11,383,581) (62,082) (11,383,581) (62,082)
2,413,132 161,918 2,412,777 161,893
248,472,132 13,777,336 248,471,777 13,777,311
214,076,842 4,674,982 211,620,770 4,278,819
6,427,797 1,762,998 6,015,625 1,736,806
(4,197,491) (10,183) (4,197,491) -
216,307,148 6,427,797 213,438,904 6,015,625

The cash flow statements are to be read in conjunction with the notes to the financial statements set out

on pages 24 to 49.
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Notes to the consolidated financial statements

1. Reporting entity

Mirabela Nickel Limited (the ‘Company’) is a company domiciled in Australia. The address of the
Company’s registered office is Ground Floor, 8 Colin Street, West Perth WA, 6005. The consolidated
financial statements of the Company as at and for the year ended 30 June 2007 comprise the Company
and its subsidiary (together referred to as the ‘Group’). The Group is primarily involved in exploration and
development of mineral properties in Brazil.

2. Basis of preparation

(a) Statement of compliance
The financial report is a general purpose financial report which has been prepared in accordance
with Australian Accounting Standards (‘AASBS’) (including Australian Interpretations) adopted by the
Australian Accounting Standards Board (‘AASB’) and the Corporations Act 2001. The Company’s
and the consolidated financial report of the Group also comply with IFRSs and interpretations
adopted by the International Accounting Standards Board.

The financial statements were approved by the Board of Directors on 21 September 2007.

(b) Basis of measurement
The consolidated financial statements have been prepared on the historical cost basis except for the
following:
- financial instruments at fair value through profit or loss are measured at fair value
- liabilities for cash-settled share-based payment arrangements are measured at fair value.
The methods used to measure fair values are discussed further in note 4.

(c) Functional and presentation currency
These consolidated financial statements are presented in Australian dollars, which is the Company’s
functional currency. The functional currency of the Company’s foreign subsidiary is Brazilian Real.

The functional currency of each of the Group’s entities is measured using the currency of the primary
economic environment in which that entity operates.

(d) Use of estimates and judgments
The preparation of financial statements requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in any future periods
affected.

In particular, information about significant areas of estimation uncertainty and critical judgments in
applying accounting policies that have the most significant effect on the amount recognised in the
financial statements are described in the following notes:

- Note 13 — valuation of financial instruments

- Note 9 — utilisation of tax losses

- Note 17 — measurement of share-based payments.

3. Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements and have been applied consistently by Group entities.

(a) Basis of consolidation

(i) Subsidiaries
Subsidiaries are entities controlled by the Company. Control exists when the Company has the
power, directly or indirectly, to govern the financial and operating policies of an entity so as to obtain
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Notes to the consolidated financial statements

benefits from its activities. In assessing control, potential voting rights that presently are exercisable
or convertible are taken into account. The financial statements of subsidiaries are included in the
consolidated financial statements from the date that control commences until the date that control
ceases.

Investments in subsidiaries are carried at their cost of acquisition in the Company’s financial
statements.

(ii) Transactions eliminated on consolidation
Intragroup balances, and any unrealised gains and losses or income and expenses arising from
intragroup transactions, are eliminated in preparing the consolidated financial statements.

(b) Foreign currency

(i) Foreign currency transactions

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet
date are translated to Australian dollars at the foreign exchange rate ruling at that date. Foreign
exchange differences arising on translation are recognised in the income statement. Non-monetary
assets and liabilities that are measured in terms of historical cost in a foreign currency are translated
using the exchange rate at the date of the transaction. Non-monetary assets and liabilities
denominated in foreign currencies that are stated at fair value are translated to Australian dollars at
foreign exchange rates ruling at the dates the fair value was determined.

(ii) Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on
consolidation, are translated to Australian dollars at foreign exchange rates ruling at the balance sheet
date. The revenues and expenses of foreign operations are translated to Australian dollars at rates
approximating to the foreign exchange rates ruling at the dates of the transactions. Foreign exchange
differences arising on retranslation are recognised directly in a separate component of equity.

(iii) Net investment in foreign operations

Exchange differences arising from the translation of the net investment in foreign operations, and of
related hedges are taken to translation reserve. They are released into the income statement upon
disposal.

(c) Financial instruments
(i) Non-derivative financial instruments

Non-derivative financial instruments comprise investments in equity and debt securities, trade and
other receivables, cash and cash equivalents, loans and borrowings, and trade and other payables.

Non-derivative financial instruments are recognised initially at fair value plus, for instruments not at fair
value through profit or loss, any directly attributable transaction costs, except as described below.
Subsequent to initial recognition non-derivative financial instruments are measured as described
below.

A financial instrument is recognised if the Group becomes a party to the contractual provisions of the
instrument. Financial assets are derecognised if the Group’s contractual rights to the cash flows from the
financial assets expire or if the Group transfers the financial asset to another party without retaining
control or substantially all risks and rewards of the asset. Regular way purchases and sales of financial
assets are accounted for at trade date, i.e., the date that the Group commits itself to purchase or sell the
asset. Financial liabilities are derecognised if the Group’s obligations specified in the contract expire or
are discharged or cancelled.

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are
repayable on demand and form an integral part of the Group’s cash management are included as a
component of cash and cash equivalents for the purpose of the statement of cash flows.

Accounting for finance income and expense is discussed in note 3(k(i)).
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Notes to the consolidated financial statements

(i) Derivative financial instruments

The Group holds derivative financial instruments to hedge its foreign currency exposures. Derivatives
are recognised initially at fair value. Subsequent to initial recognition, derivatives are measured at fair
value, and changes therein are recognised in the profit and loss.

(ii) Share capital
Ordinary shares

Incremental costs directly attributable to issue of ordinary shares and share options are recognised as
a deduction from equity, net of any related income tax benefit.

(iii) Available for sale financial assets

Available for sale financial assets are carried at cost, net of any impairment losses (note 3(g)). The
inter company loans which are non-interest bearing and have fixed term of repayment are classified
as investments in subsidiaries.

(d) Property, plant and equipment

(e)

(i) Recognition and measurement

Items of property, plant and equipment are stated at cost or less accumulated depreciation (see
below) and impairment losses (note 3(g)). The cost of self-constructed assets includes the cost of
materials, direct labour, and an appropriate proportion of production overheads. The cost of self-
constructed assets and acquired assets includes the cost of materials, direct labour, the initial
estimate, where relevant, of the costs of dismantling and moving the items and restoring the site on
which they are located, and an appropriate proportion of production overheads.

Mining property and development assets include costs transferred from exploration and evaluation
assets once technical feasibility and commercial viability of an area of interest are demonstrable and
subsequent costs to develop the mine to the production phase.

(ii) Subsequent costs

The Group recognises in the carrying amount of an item of property, plant and equipment the cost of
replacing part of such an item when that cost is incurred if it is probable that the future economic
benefits embodied within the item will flow to the Group and the cost of the item can be measured
reliably. All other costs are recognised in the income statement as an expense as incurred.

(iii) Depreciation

With the exception of freehold land and mining property and development assets, depreciation is
charged to the income statement using a diminishing value method over the estimated useful lives of
each part of an item of property, plant and equipment. Land is not depreciated. Mining property and
development assets are depreciated on the units of production basis over the life of the economically
recoverable reserves.

The estimated useful lives in the current and comparative periods are as follows:
Plant and equipment 2.5t0 10 years

The residual value, the useful life and the depreciation method applied to an asset are reassessed at
least annually.

Exploration and evaluation expenditure

Exploration and evaluation costs, which are intangible costs, including the costs of acquiring licences,
are capitalised as exploration and evaluation assets on an area of interest basis. Costs incurred
before the Group has obtained the legal rights to explore an area are recognised in the income
statement.

Exploration and evaluation assets are only recognised if the rights of the area of interest are current
and either:
() the expenditures are expected to be recouped through successful development and
exploitation of the area of interest; or
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Notes to the consolidated financial statements
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(i) activities in the area of interest have not at the reporting date, reached a stage which permits
a reasonable assessment of the existence or other wise of economically recoverable reserves
and active and significant operations in, or in relation to, the area of interest are continuing.

Exploration and evaluation assets are assessed for impairment if (i) sufficient data exists to determine
technical feasibility and commercial viability, and (ii) facts and circumstances suggest that the carrying
amount exceeds the recoverable amount (note 3(g)). For the purposes of impairment testing,
exploration and evaluation assets are allocated to cash-generating units to which the exploration
activity relates. The cash generating unit shall not be larger than the area of interest.

Once the technical feasibility and commercial viability of the extraction of mineral resources in an area
of interest are demonstrable, exploration and evaluation assets attributable to that area of interest are
first tested for impairment and then reclassified from intangible assets to mining property and
development assets within property, plant and equipment.

Other receivables
Other receivables are recorded at amounts due less any allowance for doubtful debts.

Impairment

The carrying amounts of the Group’s assets, other than exploration assets (note 3(e)), and deferred tax
assets, are reviewed at each balance sheet date to determine whether there is any indication of
impairment. If any such indication exists, the asset’s recoverable amount is estimated (note 3(g(i))).

For goodwill, assets that have an indefinite useful life and intangible assets that are not yet available
for use, the recoverable amount is estimated at each balance sheet date.

An impairment loss is recognised whenever the carrying amount of an asset or its cash generating
unit exceeds its recoverable amount. Impairment losses are recognised in the income statement
unless the asset has previously been revalued, in which case the impairment loss is recognised as a
reversal to the extent of that previous revaluation with any excess recognised through profit or loss.

Impairment losses recognised in respect of cash-generating units are allocated first to reduce the
carrying amount of any goodwill allocated to the cash-generating unit (group of units) and then, to
reduce the carrying amount of the other assets in the unit (group of units) on a pro rata basis.

(i) Calculation of recoverable amount

The recoverable amount of the Group’s investments in held-to-maturity securities and receivables
carried at amortised cost is calculated as the present value of estimated future cash flows, discounted
at the original effective interest rate (i.e. the effective interest rate computed at initial recognition of
these financial assets). Receivables with a short duration are not discounted.

Impairment of receivables is not recognised until objective evidence is available that a loss event has
occurred. Significant receivables are individually assessed for impairment. Impairment testing of
significant receivables that are not assessed as impaired individually is performed by placing them into
portfolios of significant receivables with similar risk profiles and undertaking a collective assessment of
impairment. Non-significant receivables are not individually assessed. Instead, impairment testing is
performed by placing non-significant receivables in portfolios of similar risk profiles, based on objective
evidence from historical experience adjusted for any effects of conditions existing at each balance
date.

The recoverable amount of other assets is the greater of their fair value less costs to sell and value in
use. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset. For an asset that does not generate largely independent cash inflows,
the recoverable amount is determined for the cash-generating unit to which the asset belongs.
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(ii) Reversals of impairment

Impairment losses, other than in respect of goodwill, are reversed when there is an indication that the
impairment loss may no longer exist and there has been a change in the estimate used to determine
the recoverable amount.

An impairment loss in respect of goodwill is not reversed.
An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed

the carrying amount that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.

(h) Employee benefits

0]

)

(k)

(i) Share-based payment transactions

The directors may, at their discretion, issue options to employees or consultants of the Company or
Group as part of their compensation arrangement. The fair value of options granted is recognised as
an employee or consultant’'s expense with a corresponding increase in equity. The fair value is
measured at grant date and spread over the period during which the employees become
unconditionally entitled to the options. The fair value of the options granted is measured using a
binomial option-pricing model, taking into account the terms and conditions upon which the options
were granted. The amount recognised as an expense is adjusted to reflect the actual number of
share options that vest except where forfeiture is only due to share prices not achieving the threshold
for vesting.

(i) Wages, salaries and annual leave

Liabilities for employee benefits for wages, salaries and annual leave that are expected to be settled
within 12 months of the reporting date represent present obligations resulting from employees’
services provided to reporting date, are calculated at undiscounted amounts based on remuneration
wage and salary rates that the consolidated entity expects to pay as at reporting date including related
on-costs, such as workers compensation insurance and payroll tax.

Provisions
A provision is recognised in the balance sheet when the Group has a present legal or constructive
obligation as a result of a past event, and it is probable that an outflow of economic benefits will be
required to settle the obligation. If the effect is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the time value
of money and, when appropriate, the risks specific to the liability.

(i) Site restoration

In accordance with the Group’s published environmental policy and applicable legal requirements, a
provision for site restoration in respect of contaminated land is recognised when the land is
contaminated.

The provision is the best estimate of the present value of the expenditure required to settle the
restoration obligation at the reporting date, based on current legal requirements and technology.
Future restoration costs are reviewed annually and any changes are reflected in the present value of
the restoration provision at the end of the financial year.

The amount of the provision for future restoration costs is capitalised and is depreciated over the
useful life of the mineral reserve. The unwinding of the effect of discounting on the provision is
recognised as a finance cost.

Trade and other payables
Trade and other payables are non-interest bearing liabilities stated at cost and settled within 30 days.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity
and the revenue can be reliably measured.
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V)

(i) Net finance income

Finance Income comprises interest income on funds invested, dividend income, gains on the disposal
of available for sale assets, change in value of financial assets at fair value through profit or loss,
foreign currency gains, and gains on hedging instruments that are recognised in profit or loss. Interest
income is recognised in the income statement as it accrues, using the effective interest method.
Dividend income is recognised in the income statement on the date the entity’s right to receive
payments is established which in the case of quoted securities is the ex-dividend date.

Finance expenses comprise interest expense on borrowings, unwinding of discount on provisions,
dividend on preference shares classified as liabilities, foreign currency losses, changes in value of
financial assets at fair value through profit or loss, impairment losses recognised on financial assets,
and losses on hedging instruments that are recognised in profit or loss, All borrowing costs are
recognised in profit or loss using the effective interest rate.

Income tax

Income tax on the income statement for the periods presented comprises current and deferred tax.
Income tax is recognised in the income statement except to the extent that it relates to items
recognised directly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantially enacted at the balance sheet date, and any adjustment to tax payable in respect of
previous years.

Deferred tax is provided using the balance sheet liability method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the
amounts used for taxation purposes.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be
available against which the asset can be utilised. Deferred tax assets are reduced to the extent that it
is no longer probable that the related tax benefit will be realised, or to the extent that the group has
deferred tax liabilities with the same taxation authority.

Additional income taxes that arise from the distribution of dividends are recognised at the same time
as the liability to pay the related dividend.

(m) Earnings per share

(n

~

(0)

The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic
EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by
the weighted average number of ordinary shares outstanding during the period.

Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the
weighted average number of ordinary shares outstanding for the effects of all dilutive potential
ordinary shares, which comprise convertible notes and share options granted to employees.

Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing products or
services (business segment), or in providing products or services within a particular economic
environment (geographical segment), which is subject to risks and rewards that are different from
those of other segments.

Goods and Services Tax

Revenue, expenses and assets are recognised net of the amount of goods and services tax (GST),
except where the amount of GST incurred is not recoverable from the taxation authority. In these
circumstances, the GST is recognised as part of the cost of acquisition of the asset or as part of the
expense.

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 or liability in the statement of
financial position.
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Cash flows are included in the statement of cash flows on a gross basis. The GST components of
cash flows arising from investing and financing activities which are recoverable from, or payable to,
the ATO are classified as operating cash flows.

(p) New standards and interpretations not yet adopted
The following standards, amendments to standards and interpretations have been identified as those
which may impact the entity in the period of initial application. They are available for early adoption at
30 June 2007, but have not been applied in preparing this financial report:

AASB 7 Financial Instruments: Disclosures (August 2005) replaces the presentation
requirements of financial instruments in AASB 132. AASB 7 is applicable for annual reporting
periods beginning on or after 1 January 2007, and will require extensive additional disclosures
with respect to the Group’s financial instruments and share capital.

AASB 2005-10 Amendments to Australian Accounting Standards (September 2005) makes
consequential amendments to AASB 132 Financial Instruments: Disclosure and Presentation,
AASB 101 Presentation of Financial Statements, AASB 114 Segment Reporting, AASB 117
Leases, AASB 133 Earnings Per Share, AASB 139 Financial Instruments: Recognition and
Measurement, AASB 1 First time Adoption of Australian Equivalents to International Financial
Reporting Standards, AASB 4 Insurance Contracts, AASB 1023 General Insurance Contracts
and AASB 1038 Life Insurance Contracts arising from the release of AASB 7. AASB 2005-10 is
applicable for annual reporting periods beginning on or after 1 January 2007 and is expected to
only impact disclosures contained within the consolidated financial report.

AASB 8 Operating Segments replaces the presentation requirements of segment reporting in
AASB 114 Segment Reporting. AASB 8 is applicable for annual reporting periods beginning on
or after 1 January 2009 and is not expected to have an impact on the financial results of the
Company and the Group as the standard is only concerned with disclosures.

AASB 2007-3 Amendments to Australian Accounting Standards arising from AASB 8 makes
amendments to AASB 5 Non-current Assets Held for Sale and Discontinued Operations, AASB
6 Exploration for and Evaluation of Mineral Resources, AASB 102 Inventories, AASB 107 Cash
Flow Statements, AASB 119 Employee Benefits, AASB 127 Consolidated and Separate
Financial Statements, AASB 134 Interim Financial Reporting, AASB 136 Impairment Assets,
AASB 1023 General Insurance Contracts and AASB 1038 Life Insurance Contracts. AASB
2007-3 is applicable for annual reporting periods beginning on or after 1 January 2009 and must
be adopted in conjunction with AASB 8 Operating Segments. This standard is only expected to
impact disclosures contained within the financial report.

Interpretation 10 Interim Financial Reporting and Impairment prohibits the reversal of an
impairment loss recognised in a previous interim period in respect of goodwill, an investment in
an equity instrument or a financial asset carried at cost. Interpretation 10 will become
mandatory for the Group’s 2008 financial statements, and will apply to goodwill, investments in
equity instruments, and financial assets carried at cost prospectively from the date that the
Group first applied the measurement criteria of AASB 136 and AASB 139 respectively.
Interpretation 10 is not expected to have any impact on the financial report. The potential effect
of the Interpretation on the Company’s financial report has not yet been determined.

Interpretation 11 AASB 2 Share-based Payment -- Group and Treasury Share Transactions
addresses the classification of a share-based payment transaction (as equity or cash settled), in
which equity instruments of the parent or another group entity are transferred, in the financial
statements of the entity receiving the services. Interpretation 11 will become mandatory for the
Group’s 2008 financial report. Interpretation 11 is not expected to have any impact on the
financial report. The potential effect of the Interpretation on the Company’s financial report has
not yet been determined.

AASB 2007-1 Amendments to Australian Accounting Standards arising from AASB
Interpretation 1l amends AASB 2 Share-based Payments to insert the transitional provisions of
AASB 2, previously contained in AASB 1 First-time Adoption of Australian Equivalents to
international Financial Reporting Standards. AASB 2007-1 is applicable for annual reporting
periods beginning on or after 1 March 2007 and is not expected to have any impact on the
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4.

consolidated financial report. The potential impact on the Company has not yet been
determined.

ASB101 Presentation of Financial Statements (October 2006) removes Australian specific
paragraphs (economic dependence and where functional currency is different to presentation
currency) and example formats for balance sheet and income statement in appendix. The
revised standard is applicable for annual reporting periods commencing on or after 1 January
2007 and is expected to only impact disclosures contained within the consolidated financial
report.

AASB 2007-4 Amendments to Australian Accounting Standards (April 2007) arising from ED151
and Other Amendments implements the proposals in ED151 Australian Additions to, and
Deletions from, IFRSs amends 34 standards. AASB 2007-4 introduces changes to accounting
for government grants and new accounting policy choices and removal of various Australian-
specific disclosure requirements (internationalising specific Australian treatments) and now
allows the following:

o choice of reporting in cash flow statement from direct only to now include

indirect

0 proportionate consolidation for joint ventures

0 tax reconciliation to be done on tax rate basis
AASB 2007-4 is applicable for annual reporting periods beginning on or after 1 July 2007 and is
not expected to have any impact on the consolidated financial report. The potential impact on
the Company has not yet been determined.

AASB 2007-7 Amendments to Australian Accounting Standards amends AASB1 First-time
Adoption of Australian Equivalents to International Financial Reporting Standards, AASB 2
Share-based Payment, AASB 4 Insurance Contacts, AASB 5 Non-current Assets Held for Sale
and Discontinued Operations, AASB 107 Cash Flow Statements and AASB 128 Investments in
Associates. AASB 2007-7 makes editorial amendments to six Standards; it removes the
encouragement in AASB 107 Cash Flow Statements to adopt a particular format for the cash
flow statement and deletes superseded implementation guidance accompanying AASB 4
Insurance Contracts. AASB 2007-7 is applicable for annual reporting periods commencing on or
after 1 July 2007 and it is not expected to have any impact on the consolidated financial report.
The potential impact on the Company has not yet been determined.

Determination of fair values

A number of Group’s accounting policies and disclosures require the determination of fair value, for both
financial and non-financial assets and liabilities. Fair values have been determined for measurement
and/or disclosure purposes based on the following methods. Where applicable, further information
about the assumptions made in determining fair values is disclosed in the notes specific to that asset or
liability.

Derivative Financial Instruments
The fair value of forward foreign exchange contracts is based on their listed market price, if available. If
a listed market price is not available, then fair value is estimated by discounting the difference between
the contractual forward price and the current forward price for the residual maturity of the contract using
a risk-free interest rate (based on government bonds)

Share-based payment transactions

The fair value of employee stock options is measured using a binomial lattice model. Measurement
inputs include share price on measurement date, exercise price of the instrument, expected volatility
(based on weighted average historic volatility adjusted for changes expected due to publicly available
information), weighted average expected life of the instruments (based on historical experience and
general option holder behaviour), expected dividends and the risk-free interest rate (based on
government bonds). Service and non-market performance conditions attached to the transactions are
not taken into account in determining fair value.
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5. Segment information

During the year Mirabela Nickel Limited operated in one business segment — mineral exploration and
evaluation, and in one primary geographical area — Brazil.

6. Net financial income

Interest received

Gain on forward foreign exchange contracts

Foreign exchange loss

Net financial income

7. Professional fees

Audit services

Auditors of the Company

KPMG Australia:

Audit and review of financial reports
KPMG Brazil;

Audit and review of financial reports
KPMG Australia;

Other assurance services*

Total auditors' remuneration

Tax compliance

Legal Fees

Other professional costs
Total professional fees

Consolidated The Company

2007 2006 2007 2006

AUD AUD AUD AUD
2,413,132 161,918 2,412,777 161,893
1,711,103 - 1,711,103 -
4,124,235 161,918 4,123,880 161,893
(4,315,268) - (4,315,268) -
(4,315,268) - (4,315,268) -
(191,033) 161,918 (191,388) 161,893

Consolidated The Company

2007 2006 2007 2006

AUD AUD AUD AUD
72,788 33,683 72,788 33,683

11,803

10,250 16,639 10,250 16,639
94,841 50,322 83,038 10,250
17,000 19,413 17,000 10,175
44,772 - 44,772 -
10,947 2,728 -
167,560 69,735 147,538 60,497

* Additional fees of $103,089 paid to KPMG in relation to the Canadian Prospectus has been accounted for

in Cost of Capital.

8. Employee benefits

Salaries and fees

Superannuation
Share based payments expense

Consolidated The Company
2007 2006 2007 2006
AUD AUD AUD AUD
1,044,572 160,644 951,206 140,060
27,677 6,782 27,677 6,782
154,333 242,339 154,333 242,339
1,226,582 409,765 1,133,216 389,181

32



MIRABELA NICKEL LTD

Notes to the consolidated financial statements

9. Income tax expense

Major components of income tax expense for the years ended 30 June 2007 and 2006 are:

Income statement

Current income

Current income tax charge

Benefit from previously unrecognised temporary
difference to reduce current tax expense
Adjustments in respect of current income tax of
previous years

Deferred income tax

Relating to origination and reversal of temporary
differences

Income tax expense/ (benefit) reported in income
statement

Statement of changes in equity

Current income tax

Current income tax on exchange difference on loan
Deferred income tax

Revaluation of foreign exchange contracts
Income tax expense reported in equity

Consolidated The Company

2007 2006 2007 2006

AUD AUD AUD AUD
(7,051) 7,051 (7,052) 7,051
(7,052) 7,051 (7,052) 7,051

A reconciliation of income tax benefit applicable to accounting profit before income tax at the statutory
income tax rate to income tax expense at the company’s effective income tax rate for the years ended 30

June 2007 and 2006 is as follows:

Accounting loss before tax from continuing operations
Loss before tax from discontinued operations
Accounting loss before income tax

At the statutory income tax rate of 30% (2006: 30%)
Adjustments in respect of current income tax of
previous years

Non-deductible expenses

Tax losses not brought to account as a deferred tax
asset

Temporary differences not brought to account as a
deferred tax asset

Adjustments in respect of deferred income tax of
previous years

At effective income tax rate of 0% (Parent: 0%) (2006: -

0.8%, Parent: -0.2%)

Income tax expense reported in income statement
Income tax attributable to discontinued operation

Consolidated The Company

2007 2006 2007 2006

AUD AUD AUD AUD
(3,099,507) (918,709)  (11,926,885) (3,493,157)
(3,099,507) (918,709) (11,926,885) (3,493,157)
(929,852) (275,613) (3,578,066) (1,049,947)
(7,051) - (7,051) ;
685,256 299,858 3,376,080 1,074,192
224,870 - 182,259 -
19,726 - 19,726 -
(17,194) - (17,194)
(7,051) 7,051 (7,051) 7,051
(7,051) 7,051 (7,051) 7,051
(7,051) 7,051 (7,051) 7,051
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9. Income tax expense (continued)

Deferred income tax

Consolidated

Deferred income tax at 30 June relates to the
following:

Deferred income tax liabilities

Capitalised exploration
Unrealised gain on forward contract

Deferred income tax assets
Employee entitlements

Accrued expenses

Unrealised foreign exchange loss
Tax Losses

Gross deferred income tax assets

Net deferred tax asset/ (liability)
Deferred income tax expense

Company

Deferred income tax at 30 June relates to the
following:

Deferred income tax liabilities

Capitalised exploration
Unrealised gain on forward contract

Deferred income tax assets
Employee entitlements

Accrued expenses

Unrealised foreign exchange loss
Tax losses

Gross deferred income tax assets

Net deferred tax asset/ (liability)
Deferred income tax expense

Unrecognised deferred tax assets

Deferred tax assets have not been recognised in respect
of the following items:

Capital raising costs

Tax losses

Unrealised Foreign exchange loss

Overseas capitalised exploration*

Overseas tax toss**

Balance Sheet

Income Statement

2007 2006 2007 2006
AUD AUD AUD AUD
513,331 513,331
513,331
1,455 (1,455)
972 (972)
510,904 (510,904)
513,331
513,331 513,331
513,331
1,455 (1,455)
972 (972)
510,904 (510,904)
513,331
Consolidated The Company
2007 2006 2007 2006
AUD AUD AUD AUD
2,857,314 2,857,314 -
217,613 217,613 -
748,790 748,790 -
(11,143,892) - .
11,186,502 - -
3,866,328 3,823,717 -
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9. Income tax expense (continued)

The tax losses do not expire under current tax legislation. Deferred tax assets have not been recognised in

respect of these items because it is not probable that future taxable profit will be available against which the

company can utilise benefits.

* Overseas capitalised exploration has not yet been verified if it is able to be claimed as a tax deduction.

*x Overseas tax losses have not yet been verified if they can be carried forward to offset against future
taxable profits in the overseas subsidiary.

10. Earnings per share

Basic loss per share

The calculation of basic loss per share of 3.6 cents at 30 June 2007 was based on the loss attributable to
ordinary shareholders of $3,092,456 (2006: $925,760) and a weighted average number of ordinary shares
outstanding during the financial year ended 30 June 2007 of 86,265,205 (2006: 43,387,986), calculated as

follows:

Loss attributable to ordinary shareholders

Consolidated

2007 2006
Loss attributable to ordinary shareholders AUD AUD
Loss attributable to ordinary shareholders (3,092,456) (925,760)
Weighted average number of ordinary shares
Issued ordinary shares at 1 July 65,950,000 37,161,000
Effect of issue of shares to 30 June 2006 - 6,226,987
Effect of 18 Aug 06 share issue 5,210,959 -
Effect of 23 Aug 06 share issue 2,564,384
Effect of 31 Oct 06 share issue 332,877
Effect of 06 Nov 06 share issue 324,658
Effect of 31 Dec 06 share issue 5,634,521
Effect of 01 Feb 07 share issue 493,151
Effect of 04 May 07 share issue 5,482,192
Effect of 08 May 07 share issue 22,192
Effect of 14 May 07 share issue 32,877
Effect of 08 Jun 07 share issue 217,397
Weighted average number of ordinary shares at 30 June 86,265,205 43,387,987
Basic loss per share
Basic loss per share (cents per share) (3.6) (2.1)
Diluted loss per share
Diluted loss per share (cents per share)* (3.6) (2.1)
*The potential ordinary shares are anti dilutive.
11. Cash and cash equivalents
Consolidated The Company
2007 2006 2007 2006
AUD AUD AUD AUD
Cash at bank and on hand 204,307,148 1,107,978 201,438,904 695,806
Term deposits 12,000,000 5,319,819 12,000,000 5,319,819
216,307,148 6,427,797 213,438,904 6,015,625
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12. Trade and other receivables

Consolidated The Company
2007 2006 2007 2006
AUD AUD AUD AUD
Trade debtors 95,611 70,998 85,364 68,143
Other receivables and prepayments 877,156 696,537 682,334 88,791
972,767 767,535 767,698 156,934

Other receivables and prepayments are non-interest bearing and are settled within 12 months.

13. Other financial assets

Consolidated The Company
2007 2006 2007 2006
AUD AUD AUD AUD
Current
Financial assets designated at fair value through profit
or loss 1,711,103 - 1,711,103 -
1,711,103 - 1,711,103 -
Non-current
Investment in Mirabela Mineracao Brasil Ltda (100%) - - 30,788,855 9,488,366
Investment in controlled entity - at cost - - 30,788,855 9,488,366
14. Property, plant and equipment
Consolidated The Company
2007 2006 2007 2006
AUD AUD AUD AUD
Plant and equipment at cost 663,784 342,436 280,524 171,773
Less: accumulated depreciation (100,473 (55,718) (75,394) (45,242)
Carrying value of plant and equipment 563,311 286,718 205,130 126,531
Capital work in progress
Deposits for acquisition of plant and equipment 3,867,906 - 3,867,906 -
Carrying value of capital work in progress 3,867,906 - 3,867,906 -
Property
Deposits for acquisition of land 2,321,487 - -
Carrying value of property 2,321,487 - - -
6,752,704 286,718 4,073,036 126,531

Reconciliation of carrying amount of property, plant and equipment

Consolidated The Company

2007 2006 2007 2006

AUD AUD AUD AUD
Plant and equipment at cost
Balance at the beginning of the year 342,436 145,576 171,773 123,234
Acquisitions 438,922 190,847 133,223 48,539
Disposals (24,472) - (24,472) -
Effect of movements in foreign exchange (93,102) 6,013 - -
Balance at the end of the year 663,784 342,436 280,524 171,773
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14. Property, plant and equipment (continued)

Plant and equipment - depreciation and impairment

losses

Balance at the beginning of the year
Depreciation charge for the year

Disposals
Effect of movements in foreign exchange

Balance at the end of the year

Carrying amounts of plant and equipment
Balance at the beginning of the year
Balance at the end of the year

Capital work in progress

Balance at the beginning of the year

Deposits on acquisition of plant and equipment
Transfer to plant and equipment at cost

Effect of movements in foreign exchange
Balance at the end of the year

Carrying amounts of capital work in progress
Balance at the beginning of the year
Balance at the end of the year

Property

Balance at the beginning of the year
Deposits for acquisition of land

Transfer to land at cost

Effect of movements in foreign exchange
Balance at the end of the year

Carrying amounts of property
Balance at the beginning of the year

Balance at the end of the year

Carrying amount of property, plant and equipment

15. Exploration and evaluation expenditure

Balance at the beginning of the year
Expenditure incurred during the year
Effect of movements in foreign exchange
Balance at the end of the year

Consolidated The Company
2007 2006 2007 2006
AUD AUD AUD AUD
(55,718) (26,913) (45,242) (24,211)
(52,575) (28,311) (38,053) (21,031)
7,901 - 7,901 -
(81) (494) - -
(100,473 (55,718) (75,394) (45,242)
286,718 118,663 126,531 99,023
563,311 286,718 205,130 126,531
3,904,725 - 3,867,906 -
(36,819) - .
3,867,906 - 3,867,906 -
3,867,906 - 3,867,906 -
2,321,487 - .
2,321,487 - .
2,321,487 - - -
6,752,704 286,718 4,073,036 126,531
Consolidated The Company
2007 2006 2007 2006
AUD AUD AUD AUD
13,494,371 4,555,681 -
25,034,030 8,631,863 -
(1,382,096) 306,827 -
37,146,305 13,494,371 -

The recoverability of the carrying amounts of exploration and evaluation assets is dependent on the

successful development and commercial exploitation or sale of the respective area of interest.
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16. Trade and other payables

Consolidated The Company
2007 2006 2007 2006
AUD AUD AUD AUD
Trade creditors 799,677 273,901 799,677 273,901
Other payables and accrued expenses 459,187 200,638 441,501 180,969
1,258,864 474,539 1,241,178 454,870

Trade and other payables are non-interest bearing liabilities stated at cost and settled within 30 days.

17. Employee benefits

Share-based payments

a) Option Plans
At 28 April 2005, the consolidated entity established share option programmes that entitle key management
personnel and consultants to purchase shares in the entity. In accordance with these programmes options
are exercisable at the market price of the shares at the date of grant.

The terms and conditions of the grants are as follows, whereby all options are settled by physical delivery of
shares:

Grant . Number of . - Coqtractual
Employee Entitled . Vesting conditions life of
Date instruments .
options
25 May 2005 | Consultants Options 800,000 | Pro-rata over 2 years 4 years
25 May 2005 Consultants Options 400,000 | Pro-rata over 3 years 4 years
16 June 2005 | Directors' Options 100,000 | The first commercial shipment of saprolite ore by 4 years
Nick Poll the company.
16 June 2005 | Directors' Options 100,000 | Completion of a bankable feasibility study on the 4 years
Nick Poll Santa Rita nickel project
16 June 2005 | Directors' Options 200,000 | Completion of financing for the development of 4 years
Nick Poll Santa Rita project
24 April 2006 | Consultants Options 200,000 | Probable reserve and mine design 4 years
24 April 2006 | Consultants Options 250,000 | Project financing (debt and equity) 4 years
24 April 2006 | Consultants Options 200,000 | Completion of EPCM contract 4 years
24 April 2006 | Consultants Options 50,000 | Flow sheet design 4 years
24 April 2006 | Consultants Options 150,000 | Six months remaining on the project 4 years
24 April 2006 | Consultants Options 150,000 | Twelve months remaining on the project 4 years
Total share options 2,600,000
Set out below are the summaries of options granted under the plan:
Consolidated and parent entity — 2007
Vested and
Balance at Granted Exercised Forfeited Balance at  exercisable
Exercise  start of the during the during the during the end ofthe  atend of the
Grantdate  Expiry date price year year year year year year
Number Number Number Number Number Number
25/05/2005  30/06/2009 $0.60 1,200,000 - 1,200,000 1,200,000
16/06/2005  30/06/2009 $0.60 400,000 - 400,000 -
24/04/2006  30/09/2009 $0.95 1,000,000 - 1,000,000 429,167
2,600,000 - 2,600,000 1,629,167
Weighted average exercise price $0.73 $0.73 $0.69
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Consolidated and parent entity — 2006

Vested and
Balance at Granted Exercised Forfeited Balanceat  exercisable
Exercise  start of the during the during the during the endofthe  atend of the
Grantdate  Expiry date price year year year year year year
Number Number Number Number Number Number
25/05/2005  30/06/2009 $0.60 1,200,000 - - 1,200,000 1,106,250
16/06/2005  30/06/2009 $0.60 400,000 - 400,000 -
24/04/2006  30/09/2009 $0.95 1,000,000 1,000,000 -
1,600,000 1,000,000 - 2,600,000 1,106,250
Weighted average exercise price $0.60 $0.95 $0.73 $0.60

The options outstanding at 30 June 2007 have an exercise price in the range of $0.60 to $0.95 and a
weighted average contractual life of 4 years.

During the financial year, no options issued under the plan were exercised (2006: Nil).

The fair value of services received in return for share options granted are measured by reference to the fair
value of share options granted. The estimate of the fair value of the services received is measured based on
the binomial option-pricing model. The contractual life of the option is used as an input into this model.
Expectations of early exercise are incorporated into the binomial option-pricing model.

Consultant Consultant
options Director options options
granted on granted on granted on
25 May 2005 16 June 2005 24 April 2006
Fair value at grant date $0.3811 $0.3811 $0.4139
Share price at grant date $0.54 $0.54 $0.92
Exercise price $0.60 $0.60 $0.95
Expected volatility
(expressed as weighted average volatility used in the
modelling under binomial option-pricing model) 100 100 75
Option life
(expressed as weighted average life used in the modelling
under binomial option-pricing model) 4 years 4 years 4 years
Expected dividends - -
Risk-free interest rate
(based on national government bonds) 5.305% 5.305% 5.750%

The expected volatility is based on the historic volatility (calculated based on the weighted average

remaining life of the share options), adjusted for any expected changes to future volatility due to publicly
available information.

Share options are granted under a service condition and, for grants to key management personnel, market
and non-market performance conditions. Non-market performance conditions are not taken into account in
the grant date fair value measurement of the services received.
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b) Expenses arising from share-based transactions

Share options granted in 2005 - equity settled

Share options granted in 2006 - equity settled
Total expense recognised as employee costs

18. Provisions

Provision for income tax
Annual leave provision

Reconciliation of movement in provisions

Annual leave provision - reconciliation of
movement

Balance at the beginning of the year
Provision made during the financial period
Balance at 30 June

Provision for income tax - reconciliation of
movement

Balance at the beginning of the year
Provision made during the financial period
Balance at 30 June

19. Contributed equity

Ordinary shares
Share issue cost

Consolidated The Company
2007 2006 2007 2006
AUD AUD AUD AUD
15,504 31,335 15,504 31,335
138,829 211,004 138,829 211,004
154,333 242,339 154,333 242,339
Consolidated The Company
2007 2006 2007 2006
AUD AUD AUD AUD
- 7,051 - 7,051
66,607 5,498 66,607 5,498
66,607 12,549 66,607 12,549
Consolidated The Company
2007 2006 2007 2006
AUD AUD AUD AUD
5,498 - 5,498 .
61,109 5,498 61,109 5,498
66,607 5,498 66,607 5,498
7,051 - 7,051 -
(7,051) 7,051 (7,051) 7,051
- 7,051 - 7,051
66,607 12,549 66,607 12,549
Number of securities Value in AUD
2007 2006 2007 2006
126,800,000 65,950,000 278,129,581 20,687,000
- - (12,149,072 (624,486)
126,800,000 65,950,000 265,980,509 20,062,514
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Movement in share capital for the period ended 30 June 2007

Number of

2007 Ordinary shares shares Issue price AUD
1 July 2006 Opening balance 65,950,000 20,687,000
18 August 2006 Issue of ordinary shares fully paid 6,000,000 $1.250 7,500,000
23 August 2006 Issue of ordinary shares fully paid 3,000,000 $1.250 3,750,000
31 October 2006 Options converted 500,000 $0.200 100,000
6 November 2006 Options converted 500,000 $0.200 100,000
31 December 2006 Issue of ordinary shares fully paid 11,300,000 $2.100 23,730,000
1 February 2007 Issue of ordinary shares fully paid 1,200,000 $2.100 2,520,000
4 May 2007 Issue of ordinary shares fully paid (Canada) 34,500,000 $5.757 198,620,465
8 May 2007 Options converted 150,000 $0.600 90,000
14 May 2007 Options converted 250,000 $0.950 237,500
8 June 2007 Issue of ordinary shares fully paid (Canada) 3,450,000 $6.027 20,794,616

Closing balance 126,800,000 278,129,581

Less:

Share issue costs (12,149,072)

265,980,509
Number of

2006 Ordinary shares shares Issue price AUD
1 July 2005 Opening balance 37,150,000 6,786,000
31 October 2005 Issue of ordinary shares fully paid 2,200,000 $0.600 1,320,000
16 December 2005 Issue of ordinary shares fully paid 1,000,000 $0.800 800,000
6 February 2006 Issue of ordinary shares fully paid 2,000,000 $0.850 1,700,000
23 February 2006 Issue of ordinary shares fully paid 6,000,000 $0.800 4,800,000
27 February 2006 Conversion of 11,000 performance shares 11,000,000 $0.001 11,000
6 April 2006 Issue of ordinary shares fully paid 5,000,000 $0.850 4,250,000
10 May 2006 Conversion of options 450,000 $0.200 90,000
16 May 2006 Issue of ordinary shares fully paid 1,000,000 $0.900 900,000
20 June 2006 Conversion of options 150,000 $0.200 30,000
30 June 2006 Closing balance 65,950,000 20,687,000

Convertible performance shares
1 July 2005 Opening balance 11,000 11,000

Converted to ordinary shares (11,000) (11,000)
30 June 2006 Closing balance - -

Less:

Share issue costs (624,486)

20,062,514

Options on issue at 30 June 2007

Number of
Expiry date Exercise price options
31 May 2008 $0.20 3,000,000
30 June 2009 $0.60 1,600,000
30 September 2010 $0.95 850,000
5,450,000
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Reconciliation of issued options - 2007 movement

Exercisable on or Number of Exercise Value
before options price AUD
Opening balance 6,850,000 720
31 October 2006 Conversion to ordinary shares (500,000) $0.20 (360)
6 November 2006 Conversion to ordinary shares (500,000) $0.20 (360)
8 May 2007 Conversion to ordinary shares (150,000) $0.60 -
14 May 2007 Conversion to ordinary shares (250,000) $0.95
Closing Balance at 30 June 2007 5,450,000
Reconciliation of issued options — 2006 movement
Exercisable on or Number of Exercise Value
before options price AUD
Opening balance 7,450,000 $0.20 720
10-May-06 Conversion to ordinary shares (450,000)
20-Jun-06 Conversion to ordinary shares (150,000)
Closing balance at 30 June 2006 6,850,000 720
20. Reserves
Consolidated The Company
2007 2006 2007 2006
AUD AUD AUD AUD
Share based payments reserve 396,672 242,339 396,672 242,339
Foreign currency translation reserve (173,668) 1,730,261 - -
Option premium reserve - 720 - 720
223,004 1,973,320 396,672 243,059
Reconciliation of movement in reserves
Share based payments reserve
Balance at the beginning of the year 242,339 - 242,339 -
Equity settled share based payment transactions 154,333 242,339 154,333 242,339
Balance at 30 June 396,672 242,339 396,672 242,339
Foreign currency translation reserve
Balance at the beginning of the year 1,730,261 468,904
Effect of translation of foreign currency operations to
group presentation currency (1,903,929) 1,261,357
Balance at 30 June (173,668) 1,730,261
Option premium reserve
Balance at the beginning of the year 720 720 720 720
Exercise of options (720) - (720)
Balance at 30 June - 720 - 720
223,004 1,973,320 396,672 243,059
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Share based payments reserve

The reserve represents the value of options issued under the compensation arrangement that the Group is
required to include in the consolidated financial statements. This reserve will be reversed against share
capital when the underlying options vest and are exercised. No gain or loss is recognised in the profit or loss
on the purchase, sale, issue or cancellation of the consolidated entity’s own equity instruments.

Translation reserve

The translation reserve comprises all foreign exchange differences arising from the translation of the
financial statements of foreign operations where their functional currency is different to the presentation
currency of the reporting entity, as well as from the translation of liabilities that hedge the Company’s net
investment in a foreign subsidiary.

21. Financial instruments
Exposure to credit, interest rate and currency risks arise in the normal course of the Group’s business.

(@) Interest rate risk

The Group's exposure to interest rate risk and the effective weighted average interest rate for
classes of financial assets and liabilities is set out below:

Effective 6 months 6-12 1-2 2-5 More than
interest Total or less months years years 5 years
Consolidated - 2007 rate AUD AUD AUD AUD AUD AUD
Cash and cash equivalents 5.16% 204,307,148 204,307,148 - - -
Term deposits 6.29% 12,000,000 12,000,000 - - -
216,307,148 216,307,148 - - -
Consolidated - 2006
Cash and cash equivalents 5.50% 1,107,978 1,107,978 - -
Term deposits 6.00% 5,319,819 5,319,819 - -
6,427,797 6,427,797 - -
Effective 6 months 6-12 1-2 2-5 More than
interest Total or less months years years 5 years
The Company - 2007 rate AUD AUD AUD AUD AUD AUD
Cash and cash equivalents 5.16% 201,438,904 201,438,904 - - -
Term deposits 6.29% 12,000,000 12,000,000 - - -
213,438,904 213,438,904 ° = °
The Company - 2006
Cash and cash equivalents 5.50% 695,806 695,806 - -
Term deposits 6.00% 5,319,819 5,319,819 - -
6,015,625 6,015,625 - -

(b) Credit risk

The maximum exposure to credit risk, excluding the value of any collateral or other security, at
balance date in portion to each class of recognised financial asset, is the carrying amount, net of any
provisions for doubtful debts, as disclosed in the balance sheet and notes to the financial

statements.

The Company does not have any material risk exposure to any single debtor or group of debtors.
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()

(d)

Foreign currency risk
Foreign exchange risk arises when future commercial transactions and recognised assets and
liabilities are denominated in a currency that is not the entity’s functional currency.

The Group operates internationally and is exposed to foreign exchange risk arising from currency
exposures to the Brazilian Real and US dollar.

Net fair values

Methods and assumptions used in determining net fair value.

For assets and other liabilities, the net fair value approximates their carrying value. No financial
assets and financial liabilities are readily traded on organised markets in standardised form. The
Company has no financial assets where carrying amount exceeds net fair values at balance date.

The aggregate net fair values and carrying amounts of financial assets and financial liabilities are
disclosed in the balance sheet and in the notes to and forming part of the financial statements.

22. Capital and other commitments

Consolidated The Company
2007 2006 2007 2006
AUD AUD AUD AUD
Operating lease commitments
Non- cancellable operating lease rentals are payable as
follows:
Within one year 115,554 104,000 115,554 104,000
One year or later and no later than five years 115,554 208,000 115,554 208,000
231,108 312,000 231,108 312,000
Exploration expenditure commitments
Commitments for rental fees under exploration license
agreements:
Within one year 80,180 79,550 - -
80,180 79,550 - -
Capital Expenditure commitments
Contracted but not provided for and payable:
Within one year 13,464,298 - 13,464,298 -
One year or later and no later than five years 13,276,020 - 13,276,020 -
26,740,318 - 26,740,318 -

23. Contingent liabilities
The directors are of the opinion that provisions are not required in respect of these matters, as it is not
probable that a future sacrifice of economic benefits will be required or the amount is not capable of reliable
measurement.

Consolidated The Company
2007 2006 2007 2005
AUD AUD AUD AUD
Contingent liabilities considered remote:
Compensation payable to CBPM* if the
Company's acts or omissions result in the loss of
mineral rights. 306,540 310,035
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Consolidated The Company
2007 2006 2007 2005
AUD AUD AUD AUD
(i)  Transfer premium payable to CBPM* and/or Rio
Salitre upon entering into a mining lease in favour
of the Company. If not paid the Company's rights
to the respective tenement will be relinquished. 312,671 316,236
(i)  Penalty payable upon termination of the
mining lease. 306,540 310,035
925,751 936,306

*CBPM (Companhia Bahiana de Pesquisa Mineral) is one of the parties to the Exploration and Mining Lease

Agreement for Mirabela Project in Brazil.

24. Reconciliation of cash flows from operating activities

Consolidated The Company
30-Jun-07 30-Jun-06 30-Jun-07 30-Jun-06
AUD AUD AUD AUD
Cash flows from operating activities
Profit/(loss) for the period (3,092,456) (925,760) (11,919,834) (3,500,208)
Adjustments for:
Depreciation and amortisation expense 52,576 28,311 38,054 21,031
Impairment charge on intercompany loan - - - -
Gain on forward contracts (1,711,103) - (1,711,103) -
Exploration expenditure written off - - 8,969,414 -
Foreign exchange (gains)/losses 4,315,268 - 4,315,268 -
Interest income (2,413,132) (161,918) (2,412,777) (161,893)
Equity-settled share-based payment expenses 154,333 242,339 154,333 242,339
Income tax expense (7,051) 7,051 (7,051) 7,051
Operating profit before changes in working capital
and provisions (2,701,565) (809,977 (2,573,696) (3,391,680)
Increase in trade and other receivables (205,232) (721,154) (610,764) (68,437)
Increase in trade and other payables 210,672 246,122 200,852 227,297
Increase in provisions - 5,498 - 5,498
Income taxes paid - - - -
Net cash from operating activities (2,696,125) (1,279,511) (2,983,608) (3,227,322)
25. Consolidated entities
Ownership interest

Country of Class of 2007 2006
Name of entity incorporation shares % %
Parent entity
Mirabela Nickel Ltd Australia Ordinary

Preference

Subsidiaries
Mirabela Mineracao Brasil Ltda Brazil Ordinary 100 100
Mirabela Investments Pty Ltd Australia Ordinary 100 -
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26. Related parties

The following were key management personnel of the Group at any time during the financial year and unless
otherwise indicated were key management personnel for the entire period:

Non-executive directors Executive directors Executives

Bill Clough Nick Poll Stephen Hills (Chief Financial Officer/ Company Secretary)
Joe Hamilton Craig Burton David Chapman (Operations Manager)

Nick Sheard Paulo Oliva (Mine Manager, Mirabela Mineracao Brasil Ltda)

Brett Mitchell (Company Secretary, resigned 22/1/2007)

Key management personnel compensation
The key management personnel compensation included in ‘employee benefits’ and ‘contractor expenses’
are as follows:

Consolidated The Company
2007 2006 2007 2006
AUD AUD AUD AUD
Short-term employee benefits 1,320,050 894,560 1,320,050 894,560
Post-employment benefits 9,908 - 9,908 -
Equity compensation benefits 92,647 169,664 92,647 169,664
1,422,605 1,064,224 1,422,605 1,064,224

Information regarding individual directors and executives compensation and some equity instrument
disclosures as permitted by Corporations regulation 2M.3.03 and 2M.6.04, is provided in the Remuneration
Report section of the Directors’ report on pages 8 to 12.

Apart from the details disclosed in this note, no director has entered into a material contract with the
Company or the Group since the end of the previous financial year and there were no material contracts
involving directors’ interests existing at year-end.

Other key management personnel transactions with the Company or its controlled entities

A number of key management persons, or their related parties, hold positions in other entities that result in
them having control or significant influence over the financial or operating policies of those entities.

A number of these entities transacted with the Company or its subsidiaries in the financial year. The terms
and conditions of the transactions with management persons and their related parties were no more
favourable than those available, or which might reasonably be expected to be available, on similar
transactions to non-director related entities on an arm’s length basis.

The aggregate amounts recognised during the year relating to key management personnel and their related
parties were as follows:

Consolidated The Company

2007 2006 2007 2006

AUD AUD AUD AUD
Bill Clough 4,863 7,550 4,863 7,550
Craig Burton (i) 309,461 25,519 309,461 25,519
Nick Poll 110,720 15,000 110,720 15,000
Stephen Hills 13,412 47,300 13,412 47,300
438,456 95,369 438,456 95,369

0] During the year the Company was invoiced by Mitchell River Group Pty Ltd $381,105 (2006:

$65,700) for provision of technical services including; database administration, GIS services,
geophysical services, geological and resource monitoring. The services were provided on
commercial arms length terms. The Company recharged the Mitchell River Group Pty Ltd the
total of $15,566 (2006: $33,481) for the rent and shared overheads. Mitchell River Group Pty
Ltd is a director related entity associated with Mr Craig Burton.
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The Company recharged Verona Capital Pty Ltd the total of $34,891 (2006: nil) for the rent and

shared overheads.

Burton.

Verona Capital Pty Ltd is a director related entity associated with Mr Craig

The Company charged $8,837 (2006: $36,347) to Exco Resources Ltd for the shared
overheads and premises rent costs. Exco Resources Ltd is a director related entity associated
with Mr Craig Burton.

The Company charged $13,319 (2006: $24,944) to Livingstone Petroleum Ltd for the shared

overheads and premises rent costs.

associated with Mr Craig Burton.

All amounts for services were billed based on normal market rates for the services provided.

Assets and liabilities arising from the above transactions

Current receivables
Trade debtors

Current payables
Trade creditors

Livingstone Petroleum Ltd is a director related entity

Consolidated The Company
2007 2006 2007 2005
AUD AUD AUD AUD
42,789 52,608 42,789 52,608
42,789 52,608 42,789 52,608
16,422 36,667 16,422 36,667
16,422 36,667 16,422 36,667

Options and rights over equity instruments granted as compensation

The movement during the financial year in the number of options over ordinary shares in Mirabela Nickel
Limited held, directly, indirectly or beneficially, by each key management person, including their related

parties, is as follows:

2007 - Directors
Nick Poll

2006 - Directors
Nick Poll

Executives - 2007
Stephen Hills
David Chapman
Paulo Oliva

Vested and
Held at Granted as Held at Vested exercisable at
1 July 2006 compensation 30 June 2007 during the year 30 June 2007
400,000 400,000 - 280,000
400,000 400,000 - 280,000
Vested and
Held at Granted as Held at Vested exercisable at
1 July 2005 compensation 30 June 2006 during the year 30 June 2006
400,000 400,000 280,000 280,000
400,000 400,000 280,000 280,000
Vested and
Held at Granted as Held at Vested exercisable at
1 July 2006 compensation 30 June 2007 during the year 30 June 2007
300,000 300,000 150,000 225,000
500,000 500,000 50,000 458,333
400,000 400,000 66,667 400,000
1,200,000 1,200,000 266,667 1,083,333
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Executives - 2006
Stephen Hills
David Chapman
Paulo Oliva

Directors - 2007
Nick Poll

Directors - 2006
Nick Poll

Executives- 2006
Brett Mitchell

Vested and
Held at Granted as Held at Vested exercisable at
1 July 2005 compensation 30 June 2006 during the year 30 June 2006
300,000 300,000 75,000 75,000
300,000 200,000 500,000 308,333 300,000
400,000 400,000 333,333 333,333
700,000 500,000 1,200,000 716,666 708,333
Movement in options — other than options granted as compensation
Held at Held at
1 July 2006 Acquired Exercised 30 June 2007
2,000,000 - - 2,000,000
2,000,000 - - 2,000,000
Held at Held at 30
1 July 2005 Acquired Exercised June 2006
2,000,000 - 2,000,000
2,000,000 - 2,000,000
Held at Held at 30
1 July 2005 Acquired Exercised June 2006
300,000 300,000 -
300,000 300,000 -

Movement in shares

The movement during the financial year in the number of ordinary shares in Mirabela Nickel Limited held,
directly, indirectly or beneficially, by each key management person, including their related parties, is as

follows:

Directors - 2007
Bill Clough

Craig Burton
Nick Poll

Directors - 2006
Bill Clough

Craig Burton
Nick Poll

Executives - 2006
Brett Mitchell

Conversion of

Held at performance Held at
1 July 2006 Purchases shares Sales 30 June 2007
8,000,000 8,000,000
6,000,000 6,000,000
2,000,000 2,000,000
16,000,000 16,000,000
Conversion of
Held at performance Held at
1 July 2005 Purchases shares Sales 30 June 2006
4,000,000 4,000,000 - 8,000,000
3,000,000 3,000,000 - 6,000,000
1,000,000 1,000,000 - 2,000,000
8,000,000 8,000,000 - 16,000,000
Held at Exercise of Held at
1 July 2005 Purchases options Sales 30 June 2006
300,000 - 300,000
. 300,000 - 300,000
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No shares were granted as compensation to key management personnel during the financial year ended 30
June 2007.

The movement during the comparative period in the number of Performance Shares in Mirabela Nickel

Limited held, directly, indirectly or beneficially, by each key management person, including their related
parties, is as follows:

Conversion to

Directors and executives — Held at ordinary Held at 30
2006 1 July 2005 Purchases shares Sales June 2006
Bill Clough 4,000 - 4,000 - -
Craig Burton 3,000 - 3,000 - -
Nick Poll 1,000 - 1,000 - -
8,000 - 8,000 - -

Other related party transactions

In the current year, further investments were made by the Company to a wholly owned subsidiary for
exploration and evaluation expenditure purchases. During the financial year ended 30 June 2007, the
investment in the subsidiary totalled $30,788,855 (2006: $9,488,366).

27. Subsequent events

a) Purchase of farms
Since the end of the financial year the Group has made instalment payments totalling $679,709 for the
acquisition of land in the proposed Santa Rita project development area in Bahia, Brazil.

b) Forward contracts

Since 30 June 2007, the Group has entered into foreign exchange forward contracts to convert US$140
million to Brazilian Real at an average exchange rate of 2.034. Under these contracts, the Company is
committed to converting US$10 milion per month to Brazilian Real for each of the fourteen months
commencing November 2007. These contracts are derivative financial instruments initially recognised and
subsequently measured at fair value.

c) Options over ordinary shares of the Company granted as remuneration

Subsequent to the reporting date, a further 3,200,000 options were granted as remuneration to Group'’s
executives and employees integral to the development of the Santa Rita project. Details of options granted
are included in section 11 of the directors report. These contracts are derivative financial instruments initially
recognised and subsequently measured at fair value.

Options were approved by shareholders at the General Meeting held o" August 2007.

No other matters or circumstances have arisen since the end of the financial year which significantly affected
or may significantly affect the operations, results or state of affairs of the consolidated entity or the parent
company in future financial years.
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