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DIRECTORS’ REPORT

the directors present their report on the consolidated entity 
consisting of iluka resources limited and the entities it controlled at 
the end of, or during, the year ended 31 december 2009.

d i r e c t o r s

the following individuals were directors of iluka resources limited 
during the whole of the financial year and up to the date of this 
report:

robert lindsay every (chairman)
donald marshall morley
George John Pizzey (deputy chairman)
Gavin John rezos
david alexander robb
Jenny seabrook
Wayne Geoffrey osborn (was appointed as director on 26 march 2010)
stephen John turner (was appointed as director on 26 march 2010)

P r i N c i Pa l  a c t i V i t i e s

the activities of the consolidated entity consist of exploration, 
mining, concentration and separation of mineral sands, production of 
ilmenite, rutile, synthetic rutile and other titaniferous concentrates 
and zircon, and sales of these products throughout the world.

s i G N i F i c a N t  c H a N G e s

during the year the following significant changes occurred:

(a)  $114.0 million in new equity funds raised through a share 
placement.

(b)  settlement was reached with downer mining for $9.0 
million in relation to the long running dispute over the 
construction by downer mining of the first stage of iluka’s 
murray Basin operations, completed in 2007.

(c) the business service interruption insurance claim in respect 
of the pipeline explosion at apache energy’s Varanus island 
facility was finalised.

(d)   disposed of shares in consolidated rutile limited (“crl”) 
on 27th may 2009 to unimin australia limited for 45 cents 
per share.

(e)  in response to an unprecedented reduction in short term 
demand for mineral sands products, particularly zircon, 
associated with the global economic crisis, iluka took a 
number of actions to reduce production and ongoing cash 
costs at it’s existing operations, further detail is outlined in 
the review of operations.

there were no other significant changes in the state of affairs of the 
Group during the financial year.

r e V i e W  o F  o P e r at i o N s

reported earnings

iluka recorded a net loss after tax and minority interests for the year 
of $108.6 million, compared with a net profit of $77.5 million for the 
previous corresponding period.  

the result includes a significant non-cash charge of $67.6 million, 
before tax, and a contribution of $23.3 million from the sale of iluka’s 
interest in consolidated rutile limited (“crl”).  

sales volumes declined by 37 per cent from 2008, including a 55 per 
cent reduction in zircon sales volumes.  sales revenue, including 
hedge losses, declined by 38.1 per cent to $533.1 million (2008: 
$862.4 million). 

in response to an unprecedented reduction in short term demand 
for mineral sands products, particularly zircon, associated with the 
global economic crisis, iluka took a number of actions to reduce 
production and ongoing cash costs at its existing operations.  the 
actions were aimed at more closely matching supply with demand 
and resulted in restructure and idle capacity cash costs of $57.8 
million, directly expensed depreciation on idled assets of $32.8 
million and a non-cash charge of $67.6 million to write off the fair 
value ascribed to deposits acquired in 1998 and 2002 which are now 
unlikely to be mined.  in the previous corresponding period $12.6 
million of cash costs and depreciation of $6.1 million were directly 
expensed due to production curtailments as a result of the Western 
australia gas supply disruption.

total cash costs of production of $453.6 million were 19.6 per cent 
lower than 2008 due to the changes in production made during the 
year.  unit cash costs of production of saleable product increased 
by 12.2 per cent to $396/t due to a 27.8 per cent reduction in 
production volumes associated with the production curtailments and 
the cessation of lower value ilmenite mining operations in Western 
australia as they reached the end of their economic lives.

total group eBit, before impairment charges and reversals, was 
a loss of $114.3 million (2008 profit: $50.6 million), with mining 
area c (“mac”) making an eBit contribution of $50.2 million (2008 
$56.4 million).  mac capacity payments were $2 million higher than 
the prior year but royalty payments reduced, despite a 10 per cent 
increase in sales volumes, due to lower iron ore prices received for 
mac product.  

the loss before tax from continuing operations of $204.6 million 
compares to a profit of $21.9 million in 2008.  a net tax benefit of 
$72.9 million was recognised for the year.

the sale of iluka’s investment in crl in the first half of 2009 
generated a profit of $23.3 million.  No tax expense arises on the 
profit as the sale generated a capital loss for income tax purposes.

earnings per share for the year were (26.8) cents compared to 22.4 
cents in 2008.  total shares on issue at 31 december 2009 were 
418.7 million compared with 380.7 million at 31 december 2008 
following an institutional share placement during the period.

Gearing and net debt

Gearing (net debt/net debt + equity) was 25.9 per cent at 31 
december 2009, compared with 17.4 per cent at 31 december 2008.  
Net debt of $382.1 million increased by $166.4 million during the 
period due to the significant capital expenditure on murray Basin 
stage 2 and Jacinth ambrosia.  the increase was partially offset 
by the proceeds from the sale of crl and the share placement 
amounting to approximately $200 million.

dividend

in the context of current Group earnings, cash flows and the franking 
credit position the Board has decided not to pay a 2009 dividend.


