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It is with great pleasure that I write to shareholders as Chairman of 
Fortescue Metals Group. Since becoming a director in 2003 and then 
chairman in May 2006, have been privileged to be a part of your 
company and to play a role in the strategic planning and implementation 
of its truly remarkable project. 

In a continuing theme of opportunities and challenges, the past year has 
presented Fortescue with many of each. However, without the right 
people and management structures in place a company can waste its 
opportunities and fail to overcome its challenges. Not so for Fortescue, 
as the results of the last 12 months provide testament to the rewards 
that can be achieved through dedication and hard work. On behalf of 
the Board I would like to express my sincere thanks to the whole team 
for these achievements.

Fortescue CEO, Mr Andrew Forrest, has displayed extraordinary 
leadership and vision as the key driver of the company since inception. 
His ability to attract and build a highly motivated team of senior 
executives has been the keystone to the company’s evolution into a 
powerful organisation. Importantly, I am certain that the right people 
and governance structures are in place to provide the appropriate base 
for growth and prosperity.

Such growth potential is clearly evident as the continuing demand 
driven commodity cycle shows no signs of abating. With China and India 
experiencing extraordinary economic growth rates driven by the twin 
forces of urbanisation and industrialisation, the consumption of iron 
ore keeps rising. The positioning of Fortescue as a major new supplier 
into the international iron ore market is the fundamental driver of your 
company’s business objective.

Bringing this ambition into reality in a safe and efficient manner is 
the key focus of all Fortescue employees. In this context it is pleasing 
for me to report on the growing maturity of what is still a relatively 
young company. The management of risk and the mitigation of key risk 
variables has been a priority within the organisation.

A significant achievement was the major capital raising in August 
last year. The setting of a robust financial platform to kick-start the 
major project works program was an important undertaking. Other 
milestones, such as the development of marketing agreements with 
the largest of China’s steel mills provided further evidence and 
acknowledgment of Fortescue’s industry profile.

C H A I R M A N ’ S  R E P O R T
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In combination with the many other milestones – such as progress 
on community housing, the first graduation of indigenous students 
from the company’s vTEC program, ongoing development of 
environmental plans, continuing engagement of native title groups 
and the successful implementation of Fortescue’s recruitment 
plans – the maturity of the business advances.

The challenges faced in March resulting from the impact of three 
cyclones was also a defining moment for the company. The tragic 
death of two contractors was felt deeply across the company and 
memorial awards will be implemented to remember these people.

The impact of the cyclones was also felt across the construction 
teams as progress was hampered by flooding and storm damage. 
However, the company has bounced back and with the focus and 
commitment from all its contractors, remarkable progress has 
been made to enable first ore on ship to be set for mid May 2008.

With construction now powering ahead, the next year is lining up 
to be a rewarding experience for all stakeholders.

In its guidance role, the Board continues to establish the required 
corporate structures and processes to ensure all issues of risk 
management and governance are monitored and managed.

I would like to thank my fellow directors for their ongoing 
commitment and enthusiasm towards the company. Also I would 
like to make special thanks to Gordon Toll who retired from the 
Board in May 2007. Gordon was chairman of the company over its 
formative years and his contribution was greatly appreciated.

Herb Elliott
Chairman
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Each year Fortescue grows stronger and more resolute in its inexorable 
march to be the new force in iron ore.  Project risk is rapidly diminishing 
as the company has established a solid financial platform and is now 
moving to 70% of construction completion.

Normally, there is a corresponding trade off between risk and reward 
for investors. At Fortescue we think that while risk has diminished, 
reward, or upside, remains undiminished. Demand for our products, 
our exploration success and our ability to execute and operate major 
projects to link our new iron ore supply with expanding markets, 
continues to grow.

Recognition of this is reflected in Fortescue’s market capitalization and 
the company’s inclusion in the S&P / ASX 100 index and global MSCI 
index.  

While substantial, the market cap represents only a fraction of our 
(direct ship) iron ore industry peers.  Our industry competitors 
respectively are one, two and three of the world’s largest mining 
companies. We see this no longer as an industry challenge, but rather as 
a major opportunity. 

Our most obvious competitive strength is our ability to compress 
timelines to an extent previously thought impossible by others. What 
takes others years has taken us months. We at Fortescue recognise this 
as our inherent cultural value and the coincident implications it has for 
the way we work.

The winds of global growth are filling Fortescue’s sails, fanned by the 
macro economic momentum of East-Asian growth.  All major analysts, 
some famous for their rear view mirror forecasting strategy, now 
agree that the economic drivers of industrialisation, urbanisation and 
globalisation currently being seen in China, India and beyond throughout 
Asia, will ensure a sustained, heavy demand for iron ore for many years 
to come.

Accordingly, Fortescue’s growth will not be market constrained as many 
of the large international steel mills continue to strongly encourage the 
Company to fast track its growth planning.  With much larger tenement 
areas than our Pilbara competitors put together, we are pursuing an 
energetic and highly productive exploration program. Supported by the 
momentum of past exploration successes, Fortescue is well placed for 
growth and must act on this opportunity now.

The initial 45 to 55 million tonnes per annum (“Mtpa”) target has 
been “sold out” and agreements pertaining to a further 50Mtpa have 
been signed.  Such sales will set the Company up to seek, optimise and 
expand new projects in the decades to come.  Our collective ambition 
of achievement, competitive free thinking and highly energetic culture 
that compresses timelines, must not be allowed to waiver.

Notwithstanding all the collective single achievements that have 
underwritten our progress over 2007, the single most important has 
been the ongoing development of the Fortescue group culture. We 
set our industry’s development timeline benchmarks, we confound 
our competitors at our rate of progress and combine imaginative new 

CHIEF ExECuTIvE OFFICER’S STATEMENT
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innovations in every aspect of our work. Above all else, this is 
the reason behind our achievements and the bedrock of our 
future success.

The people at Fortescue are joined together as a family.  
This ‘family’ culture runs through us like the Fortescue River 
cuts through the Pilbara.  We share a common destiny and 
empower each other to achieve the seemingly impossible.

We have a saying at Fortescue that as big and nationally 
important as they are, we can always replace or recreate 
a railway line, a port or even discover a new mine, but 
we can never replace the culture of empowerment and 
determination that created these assets.  Therefore, of all the 
assets of Fortescue, the one we value most and see as most 
powerful is our people and our culture.  

It is that culture which drives our people now and will 
empower them long into the future to manage our business, 
in a way that is difficult for our competitors to follow. More 
specifically, it will fuel our exploration success, our major 
developments and the execution of both through our 
operations. 

Our next challenge is to become the world’s most reliable 
and lowest cost producer.  Having met the challenges that 
have come before, we have forged our reputation on the 
anvil of “doing what we say we are going to do” before 
others thought it possible.

Only if we maintain the unique Fortescue culture which 
created our enormous wealth of physical assets, can we make 
the most of them.  We must galvanise ourselves against stifling 
management-through-systems, which results in an inevitable 
debilitating culture of bureaucracy - and worse - bureaucrats 
at the helm, which this type of culture creates.

The initial custodians of our culture are of course all of us 
at Fortescue, particularly those of us in leadership roles and 
in departments such as Human Resources, Recruitment and 
Safety.  In many large companies, these hard working people 
are often thought of as the ‘fun police’ or ‘safety nazis’. In 
our industry maybe some deserve this reputation, but at 
Fortescue these people strive hard to maximize and develop 
our culture.

Fortescue leadership invites all those interested in sharing our 
vision of a rich and vibrant Pilbara to join us, bringing your 
enthusiasm and ideas with you, knowing each day you will be 
strongly encouraged to put them to the test.  

We know that if we want a vastly different result, one which 
strives to set, not follow, world class standard in everything 
we do, then we must go about the process differently to 
our predecessors. Our investors and our customers depend 
on us to be a reliable and low cost producer, as we target 
being the world’s lowest cost producer.  It is this openness, 
this transparency in our dealing with others that gives us that 
reputation of doing what we say we are going to do. 

It will be our people, our culture of determination, 
persistence, enthusiasm and empowerment through common 
shared values that will make our large Australian company 
even more successful. 

Future Fortescue team members rely on us to set that 
example. It is this attitude of ideas, encouragement, 
enthusiasm combined with the raw persistence of a “never-
give-up” determination that has made Fortescue what it 
is today, giving us the power to create what we can be 
tomorrow.

The past year has been a kaleidoscope of joy and struggle 
to get to the point where the first baton change from 
construction to operations is now clearly in sight.

No issue was more poignant nor tragic than the calamity 
of Cyclone George.  Two of our workmates lost their lives 
and two further cyclones in quick succession cut deeply into 
our unprotected development work.  I am deeply grateful 
for the fortitude of all of us at Fortescue and our family of 
contractors who persevered through these trying times. It 
was our culture and our team that, further cemented by 
these challenges, saw Fortescue through these times.

The target date for first ore on ship is still the first half 
of 2008 and our resolute commitment to this remains 
undiminished, as world demand for iron ore, and its price 
escalates.

Our staff and partners see this date as a deadline for 
construction; our investors view this date as the meeting of 
a major challenge; and for our customers, it is a wonderful 
opportunity to be rewarded with a major new independent 
supplier of much needed direct ship iron ore.

Finally, patient shareholders and stakeholders will see the true 
and timely attainment of their vision in supporting Fortescue.

My management team, contractors and suppliers will see 
this First Ore on Ship date as the first strong leap in that 
Fortescue vision. This achievement will cement, like no other 
outcome, the competitive strengths we have. I thank you and 
them for your help in bringing into existence a great new 
Australian company and employer.

Andrew Forrest
Chief Executive Officer
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Introduction

Fortescue Metals Group Ltd. has made significant advances in its 
infrastructure construction in the past 12 months.  Having raised 
A$3.2 billion in August 2006, the financial platform was set to kick 
start all key project construction areas.

Construction across the port, rail and mine sites has advanced 
strongly and the First Ore on Ship target of May 2008 is within 
reach.

Fortescue is now internationally recognised by steel manufacturers, 
the iron ore industry, financiers, independent media, Government 
and the wider community as the rapidly emerging new force in iron 
ore that will be positioned to supply the world markets for many 
generations.

Analysts agree that global demand for iron ore is likely to maintain 
its upwards trend over the medium term and Fortescue is 
well positioned to capitalise on that growth as it moves into its 
production phase in the 2007/08 financial year.

Marketing

Fortescue’s marketing achievements in 2006/2007 have been 
remarkable. The company’s initial 45 million tonnes per annum 
(mta) production is sold out and agreements have been signed for 
an additional 50mta of expansion tonnage. In excess of 35 sales 
agreements have now been signed, including contracts with all of 
the top ten Chinese steel mills.

The Company signed one of Australia’s largest single iron ore off-
take deals in March 2007, when Baosteel Trading Co Ltd agreed 
to take up to 20mta. Baosteel is China’s largest steel mill and has 
agreed to take 11.1% (up to 5mta) of Fortescue’s initial 45mta and 
has committed to purchase up to a further 15 mta from Fortescue’s 
first expansion tonnages.

Separately Baosteel also signed a joint venture agreement 
to explore and potentially develop a large area of magnetite 
mineralisation.

Negotiations with China’s third largest steel producer, Tangshan, 
also proved to be equally rewarding.  In May 2007 Tangshan agreed 
to extend its original 5mta offtake agreement to purchase an 
additional 15mta from expansion tonnage – which forms part of the 
Fortescue’s second stage development plan.

World iron ore demand appears strong for the medium to long-
term and Fortescue’s initial 45mta contribution will not fill the 
shortfall for very long.  Accordingly, the Company moved towards 
optimising its initial production capability with the view to expediting 
its expansion program. 
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Fortescue’s marketing strategy will continue to focus primarily 
on Chinese markets to take advantage of the super cycle of 
Chinese growth.  We expect that the rapid industrialisation 
of China will continue and accordingly broaden into a new 
phase of production, based on the internal consumption of 
consumer goods.

The Company opened its first offshore office in China 
located in the prestigious Pudong area of Shanghai. Shanghai 
is central to the majority of the major mills of China and its 
location provides excellent hub transport access.

The first senior Fortescue staff members have been recruited 
to head up the operation in Shanghai, led by Chief China 
Representative, Simon Huo and his Deputy, Jianqiu Dai. 
Over the months between now and the first shipment of 
Fortescue’s iron ore in second quarter of 2008, the office will 
become a regular stop-over point for the mills of China and 
key Chinese suppliers to Fortescue’s Chichester Iron Ore and 
Infrastructure project.

Product Quality

Independent metallurgical testing of Fortescue’s product 
range has underpinned the many marketing successes of 
the last year.  The sintering qualities of the Company’s Cloud 
Break ore is now widely understood and blend testing shows 
it to be comparable to a large percentage of the ore that is 
already present in the market.

Fortescue has developed a close working relationship with 
one of China’s pre-eminent metallurgical research centres 
China Central South University which conducted numerous 
test programs over 2007.  The benefit to Fortescue is that 
these test results are held in the highest regard by the 
Chinese steel industry and provides Fortescue with a level of 
credibility that would normally take years to achieve. 

The mineral base for Fortescue’s initial product range is 
Marra Mamba and it is interesting to note that this ore type 
is rapidly becoming the predominant ore blend for Australia’s 
export range.

Fortescue’s product line is to be based on three ore blends 
being high grade lump (~ 61% Fe) and high grade fines 
(~ 60% Fe), and rocket fines (~ 59.0%).

The Fe percentage of Fortescue’s product is higher than 
approximately 45% of existing Australian product being 
exported.   Also, considerable work has been made to ensure 
the usual iron ore contaminants of alumina and phosphorous 
are kept to a minimum which means that overall, the 
chemistry of Fortescue’s ore is highly attractive.

The physical properties of Fortescue’s product range have 
also been extensively tested.  This has included degradation 
testing to reflect the impact of transportation on the lump 
product.  This is achieved through drop tower simulation of 
the conditions under which the ore will be transported from 
the mine to the steel mill.  The objective is to ensure the 
buyers do not experience unwanted surprises when the ore 
is delivered. It is fundamental that the customers’ expectations 
are met and that the Company’s reputation for reliability and 
product predictability are continually reinforced.

Reserve and Resource Delineation

The long-term success of Fortescue’s project rests upon the 
quality and quantity of its mineral reserves and resources. 

To date, Fortescue has estimated a reserve of 1.1 billion 
tonnes, which includes 121 million tonnes of proved and 
932 million tonnes of probable reserves, as classified under 
the JORC code.  The exploration program has so far drilled 
nearly 11,000 holes for 438km of drilling sample.

Importantly the exploration effort has been concentrated 
within a relatively small part of Fortescue’s overall tenement 
portfolio.  This provides for significant expansion potential as 
approximately 95% of Fortescue’s 40,000km2 portfolio has 
yet to be substantially explored by the Company’s geologists.

The Cloud Break and Christmas Creek deposits extend 
across 770km2 and comprise significant quantities of Marra 
Mamba style mineralisation, providing the foundation for initial 
export tonnage.  Drilling at other sites, such as Solomon, has 
delineated CID and Brockman mineralisation that has the 
potential to further consolidate an already strong resource 
portfolio and provide the basis for future expansion.

The imminent completion of Fortescue’s rail and port 
infrastructure, coupled with the prospect of access to existing 
rail infrastructure are set to fortify the Company’s place in 
the market and provide the foundation for further phases of 
exploration.  Whilst stage one in the project involves ensuring 
an output of 45mta, Fortescue is committed to optimising 
and expanding its production.

Mining

Since the completion of the mining definitive feasibility study 
in April 2006, significant work has been done to optimise 
the proposed mining methodology and the ore processing 
systems. 
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After recent further mining trials with the new purpose-built 
Wirtgen surface miners, Fortescue is even more confident 
that this mining style will provide enormous cost and 
efficiency advantages when applied to the flat-lying Cloud 
Break deposit.  As predicted, the Marra Mamba ore type has 
sufficient micro fractures that it is well suited to the cutting 
drum style of excavation.  Significant work has been done on 
the durability of the cutting picks with the pick “life” having 
been extended considerably from those used in the 2005 
trials.

The benefits of using surface miners are numerous and 
include elevated grade control; obviation of primary crushing, 
drilling and blasting; reduced downtime as  post-blast 
remobilisation becomes unnecessary;  flatter pit floors, which 
leads to reduced damage to vehicles and tyres; and increased 
safety as a by-product of higher predictability.  Fortescue 
believes that each of these benefits will directly translate into 
better, more cost efficient product.

Finance

A major funding program was completed in August 2006 
when a total of A$3.2 billion was raised.  The main tranche of 
A$2.7 billion came through the issue of a series of secured 
loan notes into the international bond market.   These notes 
are traded on the Singapore Stock Exchange and since listing 
they have reached a significant premium over their initial issue 
price.  This premium is reflective of the perceived lower risk 
profile under the notes following the strong project progress 
of the last 12 months.

The other tranche of A$520m came from Leucadia National 
Corporation with equity of A$400m and an subordinated 
loan note of A$120m.

Since this time a further equity capital raising was conducted 
in July 2007.  While this is a post balance date event, it is 
worth noting given the raising was for A$500m and was 
achieved with only a small equity dilution of just over 5% 
of share capital.   The finance team successfully issued 
14,000,000 shares at A$36 per share to raise the funds.  
Included in this amount was the exercise by Leucadia of its 
pre-emptive rights to take up 1,398,600 shares to maintain its 
9.99% shareholding.

Additionally, Fortescue was added to the S&P/ASX 100 
and MSCI Standard Series Indices during the year.  Inclusion 
in Australia’s foremost market index illustrates the size to 
which the project has grown and enhances the Company’s 
prospects of forming a fundamental part of a share market 
portfolio.

Port and Rail Infrastructure

Fortescue’s open-access infrastructure will increase the 
throughput capacity of Port Hedland and remove a 
fundamental barrier to entry for junior mining companies.  As 
a result, increased production, competition and efficiencies 
will result for the bulk mineral exports in the Pilbara region.

Overall project construction is now well past the halfway 
point and First Ore on Ship remains scheduled for mid May 
2008.

The port works remain ahead of schedule with major 
earthworks now completed and the installation of conveyors, 
pad construction for stackers and reclaimers and structural 
steel for the train unloader underway. 

Mine works are within schedule with the majority of the 
bulk earthworks now completed and major steel erection 
programs underway.  A major boost to the productivity of the 
mine site was the opening of the Cloud Break airstrip.  CASA 
approval for the “David Forrest” airport was granted in June 
with regular charter flights scheduled and all accommodation 
rooms at the permanent mine village commissioned. 

The rail earthworks program was impaired by the impact of 
the March 2007 cyclones and the program remains on the 
critical path.  However, additional contractor services have 
been deployed along the rail route and this effort is certainly 
having a positive impact on catching up the original schedule.  
The procurement of the ore wagons and locomotives is going 
to schedule and equipment is scheduled to arrive on site in 
late calender 2007.

Human Resources and Recruitment

A highly successful major recruitment campaign was 
implemented in mid-2006 to secure candidates to complete 
the construction phase and prepare for operations. This feat 
occurred in a tight labour market in which other companies 
were struggling to find workers. Over 2,500 people are 
currently employed on the project, of which over 350 are 
direct Fortescue employees.  The number of direct Fortescue 
employees will rise significantly as the date of full operations 
draws closer.

Both the labour market and the general public are strongly 
aware of the points of differentiation in the Fortescue brand.  
Fortescue has built upon its reputation for lateral thinking, 
innovation, passion and success in the last year and is highly 
confident that the remaining roles will be filled without 
sacrificing the Company’s high standards for its employees or 
paying employees above market prices.
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The task before Human Resources is to ensure that the 
unique points of differentiation that have so greatly assisted 
Fortescue in attracting and retaining its key management 
team are carried forwarded and honed to enable us to bring 
on the greater body of our employees at peak levels.  Our 
task will be to attract the very best employees into this iconic 
company.

Community

Fortescue’s commitment to community programs was 
again highly visible this year with the achievement of many 
significant milestones for the Company.  The Community 
Development Office in Port Hedland grew larger and has 
proactively established a place for Fortescue in the life of the 
area.

In Port Hedland, as part of Fortescue’s “build local 
communities first” commitment, construction of 250 high 
quality, community, family and environmentally friendly homes 
for Fortescue staff is advancing towards completion.  This 
large project follows the completion of the Company’s own 
hotel, which was finished in mid-2007.

Fortescue’s vTEC Aboriginal training program graduated its 
first 20 participants, who were then placed directly into jobs 
with local employers. This program achieved national acclaim 
and may become the future blueprint for this kind of training 
programme.

Conclusion

Fortescue Metals Group Ltd. has achieved significant 
advances in all aspects of its business in the past 12 months.  
Achievements include:

	 •	 Raising	A$3.2	billion	in	debt	and	equity;	
	 •	 Selling	out	all	of	its	initial	production;	
	 •	 Assuring	customers	of	the	quality	of	the	Company’s		
  product; 
	 •	 Expanding	its	tenements	to	40,000km2; 
	 •	 Achieving	a	significant	proportion	of	total	project			
  construction goals; 
	 •	 Building	a	huge	team	of	employees	and	contractors;		
  and 
	 •	 Contributing	significantly	to	the	community	in	the			
  Pilbara region.

Fortescue is now internationally recognised by steel 
manufacturers, the iron ore industry, financiers, independent 
media, Government and the wider community as the rapidly 
emerging new force in iron ore that will be positioned to 
supply the world markets for many generations.
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ASX best practice recommendations

The ASX Principles Compliance Statement provides a description of 
the manner in which Fortescue Metals Group Ltd (the “Company”) 
and its controlled entities (“Fortescue”) complies with the ASX 
Principles and associated recommendations. The Board of Directors 
is committed to implementing high standards of corporate 
governance over Fortescue and is ultimately responsible to the 
shareholders for the performance of the Company.

More detailed compliance statements are also available in the 
corporate governance section of Fortescue’s website 
(www.fmgl.com.au).

Principle 1: Lay Solid Foundations
ASX Principle 1 states that a company should “recognise and 
publish the respective roles and responsibilities of the Board and 
Management”. Fortescue complies with this principle and associated 
recommendations in the following manner:

Recommendation 1.1: Formalise and disclose the functions reserved to 
the Board and those delegated to management.
The Company has an experienced Board of Directors with 
appropriate expertise across a range of sectors including mining, rail 
and port operations, finance and marketing. The Board has adopted 
a specific Director’s Code of Conduct, in accordance with the Code 
of Conduct of the Australian Institute of Company Directors, which 
defines core principles that all Directors are required to adhere to.

The Company has also adopted a Statement of Matters Reserved 
for the Board to further clarify and distinguish the roles of 
Directors and Management. This statement summarises the roles 
and responsibilities of the Board of the Company. The disclosure of 
the role and responsibility of the Board is designed to assist those 
affected by corporate decisions to better understand the respective 
accountabilities and contributions of the board and management of 
Fortescue.

A S x  B E S T  P R AC T I C E  R E C O M M E N DAT I O N S
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The Board has specifically reserved the following matters for 
its decision:

	 •	 Appointing,	evaluating,	rewarding,	and	if	necessary	the		
  removal of, the Chief Executive Officer (“CEO”);
	 •	 Guidance	for	and	approval	of	business	strategy;
	 •	 Determination	of	major	capital	and	operating		 	
  expenditures and major funding activities proposed by  
  management; and
	 •	 Formal	determinations	that	are	required	by		 	
  Fortescue’s constitutional documents, by statute or by  
  other external regulation.

The Board has delegated responsibility for the day-to-day 
activities to the CEO and the Executive Directors. The Board 
ensures that the team is appropriately qualified and
experienced to discharge their responsibilities.

Each new Director is required to sign and return a letter of 
appointment which sets out the key terms of the Director’s 
appointment. The contents of the letter of appointment for 
new Directors are consistent with the ASX Principles.

Reporting on ASX Principle 1
A copy of the Director’s Code of Conduct and the Statement 
of Matters Reserved for the Board are available in the 
corporate governance section of Fortescue’s website.

Principle 2: Board Structure
ASX Principle 2 states that a company should “have a 
Board of an effective composition, size and commitment to 
adequately discharge its responsibilities and duties”. Fortescue 
complies with this principle and associated recommendations, 
other than Recommendation 2.1, in the following manner:

Recommendation 2.1: A Board should consist of a majority of 
independent directors.
In accordance with the Company’s constitution the Board is 
to comprise a minimum of three directors up to a maximum 
of twelve directors. During the year Fortescue had a board 
of seven directors with four classified as non executive (one 
of which represents the substantial shareholder Leucadia 
National Corporation Inc. and is therefore not independent) 
and three executive directors. While the Board does not 
comply with Recommendation 2.1 in that it does not have a 
majority of independent directors, there is a majority of non 
executive directors and the chairman, who is an independent 
director, has a casting vote in certain circumstances.

On 1 July 2007, a new director Mr Geoff Brayshaw joined the 
Board replacing Mr Gordon Toll who retired in May 2007. Mr 
Brayshaw is an independent, non executive director.

The Board recognises that its current composition is 
contrary to the ASX Best Practice Recommendations and 
the Nominations Committee has an ongoing brief to review 
the board structure with a view to bringing on an additional 
independent director in due course.

Recommendation 2.2: The chairperson should be an 
independent director.
Fortescue complies with this recommendation as the 
chairman of the Board is an independent, non executive 
director.

Recommendation 2.3: The roles of chairperson and chief 
executive officer should not be exercised by the same 
individual.
The positions of Chairman and CEO are not filled by the 
same person.

Recommendation 2.4: The Board should establish a 
nominations committee.
The Company has a Nominations Committee which forms 
part of the Remuneration Committee. The charter for this 
committee is included in the Remuneration Committee 
charter and is available from Fortescue’s website. In regards 
to its nominations role, the Committee is responsible to 
regularly review and make recommendations to the Board on 
the optimum size of the Board, the appropriate skills required 
of Directors and the appropriate evaluation methods to 
review the performance of the Board. The Board has also 
adopted a policy known as a Procedure for Selection and 
Appointment of New Directors which is a clear statement of 
intent.
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Recommendation 2.5: Provide the information indicated in 
Guide to reporting on Principle 2.
The names of the Directors in office at the date of this 
report, the year of their appointment, their independence 
(or otherwise) and whether they retire at the 2007 annual 
general meeting are set out in the table below. The detail of 
each Director’s tenure and prior corporate experience is 
provided on page 20. The attendance of Board meetings and 
Committee meetings is detailed on page 22. The Board has 
accepted the criteria to assess independence of Directors 
provided by the ASX.

Director Appointed

Executive/ 
Non-

Executive Independent

Retiring 
and 

seeking 
re-election 

in 2007

Herb 
Elliott 2003

Non-
Executive Yes No

Andrew 
Forrest (CEO) 2003 Executive No No

Graeme 
Rowley 2003 Executive No No

Russell 
Scrimshaw 2003 Executive No Yes

Ken 
Ambrecht 2003

Non-
Executive Yes Yes

Joseph 
Steinberg 2006

Non-
Executive No No

Geoff 
Brayshaw

2007 
(joined 
July 07)

Non-
Executive Yes Yes

Mr Gordon 
Toll

2005 
(retired 
May 07)

Non-
Executive Yes N/A

Reporting on ASX Principle 2
A copy of the Remuneration & Nominations Committee 
Charter is available in the corporate governance section of 
Fortescue’s website.

Principle 3: Ethical and Responsible Decision Making.
ASX Principle 3 states that a company should “actively 
promote ethical and responsible-decision making”. Fortescue 
complies with this principle and associated recommendations 
in the following manner.

Recommendation 3.1: Establish a code of conduct to guide the 
directors, the Chief Executive Officer, the Chief Financial Officer 
and other key executives as to:

3.1.1 the practices necessary to maintain the confidence in the 
Company’s integrity.

3.1.2 the responsibility and accountability of individuals for 
reporting and investigating reports of unethical practices.
Fortescue has established a Director Code of Conduct 
together with a more general Employee Code of Conduct 
which describes the standards of ethical behaviour that 
directors and key executives are required to maintain. The 
director’s code details a range of issues relating to director’s 
responsibilities including those required under Corporations 
Law. The code also provides a concise summary of the 
general principles and duties expected of the Company’s 
directors with commentary on issues relating to professional 
integrity, conflicts of interest and general duties owed to the 
Company, stakeholders and creditors.

The broader Employee Code of Conduct provides a guide 
to adherence of appropriate practices so as to maintain 
confidence in the Company’s integrity. The document sets 
out the responsibilities and accountability of individuals for 
reporting or investigating reports of unethical practices.

Recommendation 3.2: Disclose the policy concerning trading in 
company securities by directors, officers and employees.
The board has established a Securities Trading Policy which 
outlines the policy for directors and employees when 
trading in shares of the Company. The policy sets out a brief 
summary of the law on insider trading and other relevant 
laws and sets out the restrictions on dealing in securities by 
people who work for, or are associated with, Fortescue.

The policy defines specific periods of time when it is generally 
acceptable to trade in the Company’s shares. It is however 
recognised that these periods are not always determinable 
in advance as the Company will continue to make market 
disclosures as required as it develops its major project. 
Accordingly within the policy there is a requirement that any 
director or employee wishing to trade shares must inform the 
notifications officer who will give final clearance as to timing 
of any sale or purchase. This is designed to protect directors 
and employees from inadvertently dealing in shares at a time 
when an announcement may be imminent.

Recommendation 3.3: Provide the information indicated in 
Guide to reporting on Principle 3.
Fortescue complies with the best practise recommendations 
of Principle 3. A copy of the Director’s Code of Conduct, 
Employee Code of Conduct and Securities Trading Policy is 
available in the corporate governance section of Fortescue’s 
website.

A S x  B E S T  P R AC T I C E  R E C O M M E N DAT I O N S
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Reporting on ASX Principle 3:
A summary of the main provisions of the Codes of Conduct 
for directors and key executives and the main provisions of 
the Securities Dealing Policy are available in the corporate 
governance section of Fortescue’s website.

Principle 4: Financial Reporting Integrity
ASX Principle 4 states that a company should “have a 
structure in place to independently verify and safeguard the 
integrity of the Company’s financial reporting”. Fortescue 
complies with this principle and associated recommendations 
in the following manner.

Recommendation 4.1: Require the Chief Executive Officer and 
the Chief Financial Officer to state in writing to the Board that 
the Company’s financial reports present a true and fair view, 
in all material respects, of the Company’s financial condition 
and operational results and are in accordance with relevant 
accounting standards.
The Chief Executive Officer and the Chief Financial Officer 
have provided a letter to the board of directors stating that 
the Company’s 2007 financial reports;

	 •	 	have	been	maintained	properly	in	accordance		 	
  with the Corporations Act;

	 •	 are	in	accordance	with	relevant	accounting		 	
  standards; and

	 •	 present	a	true	and	fair	view,	in	all	material		 	
  respects, of Fortescue’s financial position and   
  performance.

Recommendation 4.2: The Board should establish an 
Audit Committee
Fortescue has established an audit committee. The structure 
of the audit committee is outlined under Recommendation 
4.3.

Recommendation 4.3: To structure the Audit Committee so that 
it consists of:

	 •	 only	Non-Executive	Directors;

	 •	 a	majority	of	independent	directors;

	 •	 an	independent	chairperson,	who	is	not	chairperson	of		
	 	 the	board;	and

	 •	 at	least	three	members.

The audit committee is comprised of three non-executive 
directors of whom all are considered independent. The 
chairman of the committee as of July 2007 is Mr Geoff 
Brayshaw who is not the chairman of the board and who 
holds the relevant technical expertise as a previous audit 
partner of a major accounting firm. During FY2007 Mr Elliott 
was chairman of audit committee but stood down from this 
role after taking on the Company Chairman role in March 
2007. Mr Elliott remains a member of the audit committee.

Recommendation 4.4: The audit committee should have a 
formal charter.
The Board has approved an Audit Committee Charter that is 
available on Fortescue’s website.

Recommendation 4.5: Provide the information indicated in 
Guide to reporting on Principle 4.
The experience of the Audit Committee members being Mr 
Elliott (previous chairman) Mr Brayshaw (current chairman) 
and Mr Ambrecht can be found on page 20. Detail on the 
number of meetings held and attended by members over 
the financial year ended 30 June 2007 can be found on page 
22. The Audit Committee also oversees the external auditor 
relationship including the terms of engagement of Fortescue’s 
external auditor.

Reporting on ASX Principle 4:
A copy of the Audit Committee Charter is available in the 
corporate governance section of Fortescue’s website.

Principle 5: Timely and Balanced Disclosure.
ASX Principle 5 states that a company should “promote 
timely and balanced disclosure of all material matters 
concerning the Company”. Fortescue complies with this 
principle and associated recommendations in the following 
manner.

Recommendation 5.1: Establish written policies and procedures 
designed to ensure compliance with ASX Listing Rule 
disclosure requirements and to ensure accountability at a 
senior management level for that compliance.
Fortescue has a Continuous Disclosure Policy, a copy of 
which is available on Fortescue’s website. The policy provides 
a broad overview of the reporting requirements including the 
statutory environment within which the Company operates. 
It identifies requirements at law under section 674 of the 
Corporations Act and under ASX Listing Rule 3.1 including:
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	 •	 issues	and	tests	for	materiality;

	 •	 the	type	of	information	that	needs	to	be	disclosed;

	 •	 the	process	for	bringing	such	information	to	the		 	
  attention of the Company and its nominated   
  reporting officer ;

	 •	 the	role	of	the	Chief	Executive	Officer	as	ultimate		
  decision maker for Fortescue’s continuous   
  disclosure obligations; and

	 •	 the	role	of	the	board	to	review	all	disclosures	made		
  during the time since the previous meeting.

With regard to general disclosures at media briefings or 
public presentations only the chairman, the chief executive 
officer or their delegated person/s are authorised to issue 
public comments on behalf of the Company or provide 
journalists and members of the investment community with 
information.

Reporting on ASX Principle 5:
A copy of the Continuous Disclosure Policy Is available in the 
corporate governance section of Fortescue’s website.

Principle 6: Shareholder Rights.
ASX Principle 6 states that a company should “respect the 
rights of shareholders and facilitate the effective exercise 
of those rights”. Fortescue complies with this principle and 
associated recommendations, other than Recommendation 
6.1, in the following manner.

Recommendation 6.1: Design and disclose a communication 
strategy to promote effective communication with shareholders 
and encourage effective participation at general meetings.
The Company’s shareholder communications strategy 
remains an ongoing “work in progress” matter. The 
principle behind the strategy is to encourage a two way 
communication channel with shareholders. The Company 
produces a newsletter from time to time which is available 
on the website. The Company also ensures it produces 
extensive quarterly reports which are provided to the ASX 
and posted to its website. various senior executives of the 
Company make regular presentations at industry forums and 
conferences.

The underlying shareholder communications policy is based 
on the objective that:

	 •	 Fortescue	communicates	effectively	with	its		 	
  shareholders and will give shareholders ready access  
  to balanced and understandable information about   
  Fortescue and its corporate proposals; and
	 •	 Fortescue	recognises	the	importance	of	shareholder		
  participation in general meetings and supports and  
  encourages that participation.

Recommendation 6.2: Request the external auditor to attend 
the annual general meeting and be available to answer 
shareholder questions about the conduct of the audit and the 
preparation and content of the auditor’s report.
The Company ensures that its external auditor is in 
attendance at its Annual General Meeting and is available to 
answer questions regarding the audit process and preparation 
of financial reports.

Reporting on ASX Principle 6:
The Company has recently employed an in-house 
communications manager and has also recently upgraded its 
web site to facilitate the flow of information to stakeholders. 
An important recent development has been the creation of 
an email alert option whereby people can register through 
the web site and be set up to receive timely correspondence 
from the company. This is all part of a stakeholder 
communications policy under development.

Principle 7: Recognise and Manage Risk.
ASX Principle 7 states that a company should “establish 
a sound system of risk oversight and management and 
internal control”. Fortescue complies with this principle and 
associated recommendations in the following manner.

Recommendation 7.1: The Board or appropriate Board 
committee should establish policies on risk oversight and 
management.
The Company has made significant progress in the 
development of its risk management systems and policy. A 
thorough review process consistent with the Australian / 
New Zealand risk management standard AS/NZS4360:2004 
has been done covering the port, rail and mine construction 
and operations. A register of identified risks and ratings 
thereof has been completed and plans established in 
mitigation of the material business risks. This review process 
is being progressively extended across the other material 
business areas and will ultimately result in the compilation of 
an enterprise wide risk management policy. The Company 
has engaged specialist assistance from BDO and a team 
has been tasked with the co-ordination of a consistent risk 
management framework across the whole business.

A S x  B E S T  P R AC T I C E  R E C O M M E N DAT I O N S
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Recommendation 7.2: The Chief Executive Officer and the Chief 
Financial Officer should state in writing to the Board that:

7.2.1 the statement given in accordance with best practice 
recommendation 4.1 (the integrity of the financial statements) 
is founded on a sound system of risk management and internal 
compliance and control which implements the policies adopted 
by the Board

7.2.2 the Company’s risk management and internal compliance 
and control system is operating efficiently and effectively in all 
material respects.
The Chief Executive Officer and the Chief Financial Officer 
have provided a statement to the board of directors 
stating that the Company’s financial reports were based 
on the existence of a sound system of risk oversight and 
management and internal control.

Recommendation 7.3: Provide the information indicated in 
Guide to reporting on Principle 7.
The Company is in the process of developing a 
comprehensive risk management policy document. The 
charter of the Company’s audit committee has been 
broadened to include the oversight of the development 
and then subsequent monitoring of the risk management 
policy. The adoption of the AS/NZS4360:2004 will ensure 
consistency across the various business units and the specialist 
team from BDO will assist Audit Committee through the 
development phase..

Reporting on ASX Principle 7:
A comprehensive risk management policy document is 
currently being developed and as such, is not yet available on 
the web site.

Principle 8: Enhanced Performance
ASX Principle 8 states that a company should “fairly review 
and actively encourage enhanced Board and management 
effectiveness”. Fortescue complies with this principle and 
associated recommendations in the following manner.

Recommendation 8.1: Disclose the process for performance 
evaluation of the Board, its committees and individual directors, 
and key executives.
The Board evaluates the performance of directors and 
executives as required. The Chairman and the CEO are 
responsible for ensuring that each new board member is 
inducted and that they have every opportunity to increase 
their knowledge about the Company to ensure that they can 
participate in an effective manner to the board deliberations.

Procedures are in place to allow any director or committee 
of the board to seek external professional advice as 
considered necessary at the company’s expense.

All directors are expected to maintain the skills required 
to discharge their obligations to Fortescue. Directors are 
encouraged to undertake continuing professional education 
and where this involves industry seminars and approved 
education courses, this is paid for by Fortescue where 
appropriate. In additional, management provides presentations 
on industry-related matters and new developments with 
potential to affect Fortescue.

Reporting on ASX Principle 8:
Fortescue is continuing to develop its board and executive 
evaluation processes. At this stage there is not a formal policy 
or charter in place but it remains the Company’s
objective to develop such a policy and to make this available 
on Fortescue’s website.

Principle 9: Remuneration
ASX Principle 9 states that a company should “ensure that 
the level and composition of remuneration is sufficient and 
reasonable and its relationship to corporate and individual 
performance is defined”. Fortescue complies with this 
principle and associated recommendations, other than 
Recommendation 9.2, in the following manner.

Recommendation 9.1: Provide disclosure in relation to the 
Company’s remuneration policies to enable investors to 
understand (i) the costs and benefits of those policies and 
(ii) the link between remuneration paid to Directors and key 
executives and corporate performance.
Details of remuneration policies and remuneration paid 
to the Company’s directors and to its five highest paid 
executives are disclosed within the remuneration report of 
the Annual Report.

In prior years there have been employees issued with share 
options and the details of those provided to the five highest 
paid executives of the Company have been identified within 
the remuneration section of this Annual Report. The terms 
and conditions of issue require the recipients to remain as 
employees for at least four years before they become entitled 
to their full allocation. Under the specific option terms they 
are only exercisable in stages commencing after 12 months 
from issue at 25% of the allotment and then increasing in the 
same percentage until full entitlement is achieved after 48 
months of service from the issue date.
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The development of appropriately tailored performance 
targets for directors and key employees is currently being 
reviewed as part of Fortescue’s ongoing refinement of 
its remuneration planning. To date the company has been 
focused on getting the project financed and into construction. 
The target for all employees has been clearly defined given 
this single focus. Going forward however, as the project moves 
through construction and into operations, the development 
of key performance targets will become much more 
important and linked to operational and profit outcomes. In 
recognition of 9.1 ii) these will be disclosed accordingly.

Recommendation 9.2: The Board should establish a 
remuneration committee.
The Company has a Remuneration & Nomination 
Committee and its charter is available on the website.

The Company complies with the recommendation that the 
Committee consists of at three people with the majority 
being independent directors. The chairman of committee 
is Mr Elliott and the other members are Mr Steinberg, Mr 
Ambrecht and the CEO Mr Forrest.

The Company’s objective as stated in the charter is to ensure 
that all senior executives including the CEO and executive 
directors have their remuneration packages reviewed on 
a regular basis. These reviews aim to ensure the balance 
between base pay, incentive schemes and superannuation 
plans are appropriate to Fortescue’s circumstances and goals.

Recommendation	9.3:	Clearly	distinguish	the	structure	of	non-
executive directors’ remuneration from that of executives.
Details of remuneration policies and remuneration paid 
to the Company’s executive directors and non-executive 
directors are disclosed within the remuneration report of 
the Annual Report. Non executive directors do not receive 
performance related compensation.

Recommendation	9.4:	Ensure	that	payment	of	equity-based	
executive remuneration is made in accordance with thresholds 
set in plans approved by shareholders.
The Fortescue Metals Group employee share option plan 
“ESOP” was approved by shareholders at the 2005 AGM and 
the Performance Right Plan was approved at the 2006 AGM. 
Notwithstanding there were no equity based remuneration 
allotments made during the 2007 financial year.

Recommendation 9.5: Provide the information indicated in 
Guide to reporting on Principle 9.
The experience of the Remuneration & Nominations 
Committee members being Mr Elliott, Mr Scrimshaw (retired 
from committee in 2007), Mr Toll (retired from committee in 
2007), Mr Ambrecht and Mr Steinberg can be found on page 
21. Detail on the number of meetings held and attended by 
members over the financial year ended 30 June 2007 can be 
found on page 22 .

Reporting on ASX Principle 9:
A copy of the Remuneration & Nominations Committee 
Charter is available in the corporate governance section of 
Fortescue’s website.

Principle 10: Interest of Stakeholders.
ASX Principle 10 states that a company should “recognise 
the legal and other obligations of all legitimate stakeholders”. 
Fortescue complies with this principle and associated 
recommendations in the following manner:

Recommendation 10.1: Establish and disclose a code of 
conduct to guide compliance with legal and other obligations to 
legitimate stakeholders.
The Company has established a Code of Conduct as a guide 
for compliance with the legal and social obligations owed 
by Fortescue to all stakeholders. The Company is active in 
the direct engagement of relevant stakeholders and this has 
been an important part of progressing the development of 
Fortescue’s environmental and native title approval processes 
together with the enhancement of its general community 
relations position.

Reporting on ASX Principle 10:
A summary of the main provisions of the Code of Conduct Is 
available In the corporate governance section of Fortescue’s 
website.

A S x  B E S T  P R AC T I C E  R E C O M M E N DAT I O N S
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The first Fortescue Woodstock Abydos heritage project camp in June with members 
of the Kariyarra and Palyku native title claimant groups.
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D I R E C TO R S ’  R E P O R T

DIRECTORS
The Directors of the Company in office during the financial year and 
until the date of this report are as follows:

Non-Executive
Mr Herb Elliott – Chairman (appointed Chairman 16 March 2007)
Mr Gordon Toll - retired 18 May 2007
Mr Ken Ambrecht
Mr Joseph Steinberg – appointed 18 August 2006
Mr Geoff Brayshaw – appointed 1 July 2007

Executive

Mr Andrew Forrest
Mr Graeme Rowley
Mr Russell Scrimshaw

Directors were in office for the entire period unless otherwise stated.

Names, qualifications, independence status, experience, 
special responsibilities and other directorships

Mr	Herb	Elliott	AC,	MBE	–	Chairman	-	Age	69

Mr Elliott was elected a Non-Executive Independent Director of 
the Company in October 2003, Deputy Chairman in May 2005 and 
Chairman on 16 March 2007. Mr Elliott is a member of the Audit 
Committee and was chairman of this committee until 5 July 2007. 
He is Chairman of the Remuneration & Nominations Committee. Mr 
Elliott is also Chairman of Telstra Foundation Limited and has been a 
Director of Ansell Limited and Pacific Dunlop Ltd. He is also Chairman 
of the private corporate health company Global Corporate Challenge. 
Previous executive roles include President of PUMA North America. Mr 
Elliott is the former inaugural Chairman of the National Australia Day 
Committee and was a Commissioner on the Australian Broadcasting 
Commission.

Mr Gordon Toll – Chairman – Age 60

(retired 18 May 2007)
Mr Toll was appointed as a Non-Executive Independent Director of 
the Company in January 2005 and became Chairman in May 2005. He 
was a member of the Audit Committee. Mr Toll is Chairman of Linq 
Capital Ltd responsible entity for Linq Resources Fund (since July 2002), 
Executive Chairman of Compass Resources NL and Non Executive 
Director of Eastern Mediterranean Minerals Ltd. Mr Toll previously held
senior executive positions with BHP Billiton Ltd and Rio Tinto plc and 
in those roles had experience in the development of iron ore projects 
within the Pilbara region of Western Australia. He was a Non-Executive 
Director of Avocet Mining plc.

D I R E C T O R S ’ 
R E P O R T

Your Directors present 
their report on the 
consolidated entity 

(“Fortescue”), consisting of 
Fortescue Metals
Group Ltd (the 

“Company”) and the 
entities it controlled at the 
end of, or during, the year 

ended 30 June
2007.
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Mr Andrew Forrest – Chief Executive Officer – Age 46

Mr Forrest has been Chief Executive Officer of the Company 
since July 2003 and was Interim Chairman from then until May 
2005. Mr Forrest is Chairman of Poseidon Nickel Ltd and the 
Australian Children’s Trust. His previous roles include Chief 
Executive Officer and Deputy Chairman of Anaconda Nickel 
Limited (now Minara Resources Ltd), Chairman of the Murrin 
Murrin Joint venture, Non Executive Chairman of Moly Mines Ltd, 
Non Executive Chairman of Arafura Pearls Ltd, Non-Executive 
Director of Sibera Mining Corporation Limited (now Monarch 
Gold Ltd), Director of the West Australian Chamber of Minerals 
and Energy and Chairman of Athletics Australia. Mr Forrest 
has extensive experience in the mining sector with specialist 
expertise in major project finance.

Mr Graeme Rowley AM – Executive Director – Age 67

Mr Rowley has been Executive Director Operations of the 
Company since October 2003. Previously he was an executive 
with Rio Tinto plc holding senior positions in Hamersley Iron 
and Argyle Diamonds. Mr Rowley’s previous directorships have 
included the Dampier Port Authority, the Pilbara Development 
Commission, the Council for the West Pilbara College of TAFE 
and the Western Australian State Government’s Technical 
Advisory Council. Mr Rowley has extensive experience in 
operational management of both iron ore ship loading facilities 
and heavy haul railway within the unique Pilbara environment. 

Mr Russell Scrimshaw – Executive Director – Age 58

Mr Scrimshaw was a Non-Executive Director of the Company 
from October 2003 to June 2005, at which time he became 
Executive Director. Mr Scrimshaw is also an Associate Member 
of the Australian Society of Certified Practicing Accountants. 
Mr Scrimshaw previously held executive positions within the 
Commonwealth Bank of Australia, Optus, Alcatel IBM and Amdahl 
USA.

Mr	Ken	Ambrecht	–	Non-Executive	Director	–	Age	61

Mr Ambrecht is a Non-Executive Independent Director of 
the Company and is a member of the Audit Committee and 
Remuneration & Nominations Committee. He is a Non-
Executive Director of American Financial Corporation Inc. (since 
April 2005), Great American Financial Resources Inc (since July 
2004) and Dominion Petroleum Ltd. Mr Ambrecht was previously 
Managing Director of the high yield division of the Royal Bank of 
Canada following a 25 year career in the capital markets division 
of Lehman Brothers.

Mr Joseph Steinberg – Non Executive Director – Age 63

Mr Steinberg was appointed a Non-Executive Independent 
Director of the Company in August 2006 and he sits on the 
Remuneration & Nominations Committee. Mr Steinberg 
has been President since January 1979 and a Director since 
December 1978 of Leucadia National Corporation Inc 
(“Leucadia”) of the United States of America. Mr Steinberg was 
invited onto the Fortescue Board to represent Leucadia following 
its investment in Fortescue in August 2006. Mr Steinberg is 
also President and Director of The FINOvA Group, Inc., Jordan 
Industries, Inc. and Chairman of HomeFed Corporation. He is a 
Trustee of New York University and serves on several non-profit 
boards. Mr. Steinberg served as a director of White Mountains 
Insurance Group, Ltd. from June 2001 through June 2005. Mr 
Steinberg received an AB in government in 1966 from New York 
University and an MBA from Harvard Business School in 1970. 
He served in the United States Peace Corps from 1966 to 1968. 

Mr	Geoff	Brayshaw	AM	–	Non-Executive	Director	–	Age	57

Mr Brayshaw was appointed a Non-Executive Director of the 
Company on 1 July 2007 and was appointed Chairman of the 
Audit Committee on 5 July 2007. Mr Brayshaw was formerly 
an audit partner with a large international accounting firm and 
retired in June 2005. He has held a number of positions in 
commerce and professional bodies including National President 
of the Institute of Chartered Accountants in 2002, Independent 
Director and Audit Committee Chairman of Fortron Insurance 
Group, Board member of the Small Business Development 
Corporation and Chairman of a Trustee Company related to an 
Aboriginal Corporation.
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DIRECTORS’ MEETINGS
The numbers of meetings of the Company’s Board of Directors and of each Board committee held during the year ended 30 
June 2007, and the numbers of meetings attended by each Director were:

Committee Meetings

Board Meetings Audit Remuneration

Director A B A B A B

Mr Gordon Toll 8 11 2 2 1 2

Mr Herb Elliott 13 13 2 2 2 2

Mr Andrew Forrest 12 13 • • • •

Mr Graeme Rowley 13 13 • • • •

Mr Russell Scrimshaw 13 13 • • 1 1

Mr Ken Ambrecht 11 13 2 2 1 1

Mr Joseph Steinberg 11 11 • • 1 1

A = Number of meetings attended
B = Number of meetings held during the time the Director held office or was a member of the committee during the year 
•	=	Not	a	member	of	the	relevant	committee

The Remuneration Committee also acts as the Nomination Committee. In addition to the scheduled Board and Committee 
meetings a number of matters were resolved by circulating Board Resolutions.

Director
No of Circulating 

Resolutions Eligible
No of Circulating 

Resolutions Executed

Mr Gordon Toll 7 7

Mr Herb Elliott 7 7

Mr Andrew Forrest 7 7

Mr Graeme Rowley 6 6

Mr Russell Scrimshaw 6 6

Mr Joseph Steinberg 4 4

COMPANY SECRETARIES’ PARTICULARS

The following people held the position of Company Secretary at the end of the financial year.

Mr Rod Campbell – Age 47

Mr Campbell was appointed Company Secretary of the Company in November 2004. Prior to that time Mr Campbell was State 
Manager Western Australia for RaboBank Australia Ltd and before that was a Senior Manager with State Bank NSW Ltd. Mr 
Campbell holds a Bachelor of Agricultural Economics from the University of New England and a Diploma from the Securities 
Institute of Australia.

Mr Christopher Catlow – Age 46

Mr Catlow has been Chief Financial Officer of the Company since September 2003 and Company Secretary since November 
2003. Mr Catlow has extensive experience in the resources sector, having previously been a Director of Consolidated Rutile Ltd 
and Sierra Rutile Ltd. He was also Executive General Manager Finance of Iluka Resources Limited and Chief Financial Officer 
of Energy Equity Corporation Limited and Gold Fields Australia Pty Ltd. Mr Catlow is a Fellow of the Institute of Chartered 
Accountants in Australia.

D I R E C TO R S ’  R E P O R T
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PRINCIPAL ACTIVITIES
The principal activity of the Company during the course of the financial year was the development of the
Pilbara Iron Ore and Infrastructure Project. No significant changes in the nature of the activities of Fortescue
occurred during the year.

REVIEW OF OPERATIONS

The results from operations are as follows:

2007
$’000

2006
$,000

Operating loss after income tax (68,430) (2,146)

Total assets 3,689,663 221,048

Net assets 496,515 137,106

The company raised A$3.2 billion in equity and debt in August 2006 to complete construction of the project and commence 
operations. The equity was provided by Leucadia National Corporation and the debt through an issue of Senior Secured Notes 
to the international capital markets.

Construction of the project is progressing well with the overall development approaching 70% complete. The port works are 
ahead of schedule, the mine site development is near schedule and the rail works are lagging schedule due largely to the impacts 
of the three cyclones that passed through the project area in March 2007. Since then plans have been implemented to bring the 
rail schedule back into line for completion in early 2008 and overall, the project remains on schedule for the first ore on ship in 
May 2008.
The company issued 14 million new shares in July 2007 to raise A$504 million to provide additional liquidity for these initiatives.

DIVIDENDS

No dividends have been paid or declared by the Company to members since the end of the previous financial year and the 
Directors do not recommend the payment of a dividend in respect of the current financial year.

ENVIRONMENTAL REGULATIONS

Fortescue’s exploration and mining activities are governed by a range of environmental legislation and regulations. During this 
financial year, activities at all Fortescue sites have increased. Monitoring is conducted at these sites to ensure that activities 
continue to operate in accordance with the environmental regulations and to date performance at sites has been within the 
requirements of our environment licences. Fortescue is also proactively working to ensure that the environmental impact from 
the construction phase of the project is as minimal as possible. Proactive techniques employed include clearing controls to limit 
vegetation disturbance, trapping and relocation of priority fauna species and education and training on environmental issues for 
all supervisors and managers. Through these and other techniques, Fortescue is aiming to raise environmental awareness within 
our activities and ensure we consistently meet high standards of environmental management.
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SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS
On 21 August 2006 Fortescue completed settlement of its A$3.2 billion capital raising. On completion the funds raised were 
paid into Fortescue’s project account. The monies will be used to facilitate the construction and initial operations of Fortescue’s 
Pilbara Iron Ore and Infrastructure Project. The total raising included US$1.65 billion in US denominated funds, 315 million 
in Euro denominated bonds and US$400 million invested by Leucadia National Corporation. Significant changes in the state 
of affairs of Fortescue during the financial year as part of the development of the Pilbara Iron Ore and Infrastructure Project 
were an increase in contributed equity of $426,850,000 (from $147,153,000 to $574,003,000) and an increase in borrowings 
of $2,844,318,000 (from $67,268,000 to $2,911,586,000). Net cash received from the increase in contributed equity and 
borrowings was used principally for the development of the Pilbara Iron Ore and Infrastructure Project. The increase in 
contributed equity is explained in the Statements of Changes in Equity. The increase in borrowings is explained in note 24 and 
the increase in net cash is explained in the Statements of Cash Flows.

EVENTS SUBSEQUENT TO REPORTING DATE

On 18 July 2007 the Company issued 14,000,000 shares at A$36 per share to raise A$504,000,000. The funds raised will be used 
to provide additional liquidity and allow the first phase of the Pilbara Iron Ore and Infrastructure Project to be optimised.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS OF OPERATIONS

In the opinion of the Directors it may prejudice the interests of the Company to provide additional information (except as 
reported in this Directors’ Report), in relation to likely developments and business strategies of the operations of Fortescue and 
the expected results of those operations in subsequent financial years.

DIRECTORS’ INTERESTS

The relevant interest of each Director in the shares and options issued by the Company, as notified by the Directors to the 
Australian Securities Exchange in accordance with S205G(1) of the Corporations Act 2001, at the date of this report is as follows:

Director Ordinary Shares

Mr Herb Elliott 560,000

Mr Andrew Forrest 102,307,830

Mr Graeme Rowley 2,023,569

Mr Russell Scrimshaw 802,600

Mr Ken Ambrecht 650,000

Mr Joseph Steinberg 27,798,600

Mr Geoff Brayshaw 1,350

No Directors held options during the year.

D I R E C TO R S ’  R E P O R T
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SHARE OPTIONS

Options granted to Directors and Officers of the Company
During or since the end of the financial year, the Company did not grant options to Directors or Officers of the Company.

Unissued Shares Under Options 
The number of options on issue at the date of this report is as follows. All of these options are unlisted.

Date Options Granted Expiry Date Issue Price of Shares Number under Option

1 June 2005 31 December 2009 $2.67 1,442,550

25 January 2006 25 January 2011 $5.69 340,625

1 June 2006 1 June 2011 $7.03 497,500

2 October 2006 31 December 2009 $8.22 100,00

9 October 2006 31 December 2009 $8.78  20,000

28 October 2006 31 December 2009 $9.29 20,000

All options expire on the earlier of their expiry date or termination of the employee’s employment. These
options were issued pursuant to the Company’s Employee Incentive Option Scheme and have been allotted
to individuals on condition that they serve specified time periods as an employee of the Company before
becoming entitled to exercise the options. These options do not entitle the holder to participate in any share
issue of the Company or any other body corporate.

Shares Issued on Exercise of Options
During or since the end of the financial year, the Company issued ordinary shares as a result of the exercise
of options as follows (there were no amounts unpaid on the shares issued):

Date Options Granted Number Vested Number of Shares Issue Price of Shares

1 June 2005 530,000 417,450 $2.67

25 January 2006 132,500 89,375 $5.69

1 June 2006 118,750 2,500 $7.03

2 October 2006 - - $8.22

9 October 2006 - - $8.78

28 October 2006 - - $9.29

DIRECTORS AND OFFICERS INDEMINITIES AND INSURANCE
Since the end of the previous financial year, the Company has paid premiums to insure the Directors and
Officers of Fortescue.

The liabilities insured are legal costs that may be incurred in defending civil or criminal proceedings that
may be brought against the Officers in their capacity as Officers of Fortescue, and any other payments
arising from liabilities incurred by the Officers in connection with such proceedings, other than where such
liabilities arise out of conduct involving a wilful breach of duty by the Officers or the improper use by the
Officers of their position or of information to gain advantage for themselves or someone else or to cause
detriment to Fortescue. It is not possible to apportion the premium between amounts relating to the
insurance against legal costs and those relating to other liabilities.
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REMUNERATION REPORT
The remuneration report is set out under the following main headings:
A Principles used to determine the nature and amount of   
 remuneration
B Details of remuneration
C Service agreements
D Share-based compensation
E Additional information

The information provided under headings A-D includes remuneration 
disclosures that are required under

Accounting Standard AASB 124 Related Party Disclosures. These 
disclosures have been transferred from the financial report and have been 
audited. The disclosures in Section E are additional disclosures required by 
the Corporations Act 2001 and the Corporations Regulations 2001 which 
have not been audited.

A PRINCIPLES USED TO DETERMINE THE NATURE  
 AND AMOUNT OF REMUNERATION (audited)

Remuneration is referred to as compensation throughout this report. Key 
Management Personnel have the authority and responsibility for planning, 
directing and controlling the activities of the Company and other executives. 
Key Management Personnel include the directors as per pages 20 and 
the five most highly remunerated executive officers for the Company, and 
Fortescue in accordance with S300A of the Corporations Act 2001.

The framework aligns executive reward with the achievement of
strategic objectives and the creation of value for shareholders, and 
conforms with market best practice for delivery of reward. The Board 
ensures that executive reward satisfies the following key criteria for good
governance practices:

•	 Competitiveness	and	reasonableness
•	 Acceptability	to	shareholders
•	 Performance	linkage	/	alignment	of	executive	compensation
•	 Transparency
•	 Capital	management

In consultation with external remuneration consultants, Fortescue 
has structured an executive remuneration framework that is market 
competitive and complimentary to the reward strategy of the organisation.
Alignment to shareholder’s interests:

•	 Has	economic	profit	as	a	core	component	of	plan	design
•	 Focuses	on	sustained	growth	in	share	price	and	delivering	constant		
 return on assets as well as focusing the executive on key 
 non-financial drivers of value
•	 Attracts	and	retains	high	calibre	executives	

Alignment to program participants’ interests:

•	 Rewards	capability	and	experience
•	 Reflects	competitive	reward	for	contribution	to	shareholder		growth
•	 Provides	a	clear	structure	for	earning	rewards
•	 Provides	recognition	for	contribution

R E M u N E R AT I O N  R E P O R T

REMUNERATION
REPORT

‘‘The objective of Fortescue’s 
executive reward framework is to 
ensure reward for performance is 

competitive and appropriate for the 
results delivered.’’
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The Board has established a remuneration committee which 
provides advice on remuneration and incentive policies and 
practices and specific recommendations on remuneration 
packages and other terms of employment for Executive 
Directors, other senior executives and Non-Executive 
Directors. The Corporate Governance Statement provides 
further information on the role of this committee. Until 
the current financial year, the Company used the existing 
Fortescue Metal’s Group Incentive Option Scheme 
(“FMGIOS”) as an appropriate long-term incentive scheme. 
During the financial year the Board established a new 
long-term incentive plan (“LTIP”) as set out below that it 
believes provides a more appropriate reward scheme for 
staff participation rather than the ESOP. The ESOP is utilised 
where circumstances exist which lead the Directors to 
believe a grant of options under the FMGIOS to be more 
appropriate, as may be the case with Key Management 
Personnel of the Company. The new LTIP was approved by 
shareholders at the November 2006 AGM. The remuneration 
scheme that has been adopted and approved by shareholders 
at the 2006 AGM of the Company consists of the following 
components:
•	 Fixed	Compensation	(“FC”)	being	annual	salary;	and
•	 Incentive	Schemes,	comprising:	
 i. Short Term Incentive Plan (“STIP”) being an annual  
  cash bonus
 ii. Long Term Incentive Plan (“LTIP”) being   
  Performance Rights; and
 iii. Fortescue Metal’s Group Incentive Option Scheme  
  (“FMGIOS”)

Fixed Compensation

Fixed compensation (“FC”) consists of base remuneration 
(which is calculated on a total cost basis and includes FBT 
charges to employee benefits including motor vehicles), as 
well as employer contributions to superannuation funds. 
Overall remuneration levels are reviewed annually by the 
Remuneration Committee through a process that considers 
both individual performances and the overall performance of 
the Company. In addition, external consultants provide analysis 
and advice to ensure the Directors’ and senior executives’ 
compensation is competitive in the marketplace. A senior 
executive’s compensation is also reviewed on promotion.

Performance-Linked	Compensation

Performance linked compensation includes both short-term 
and long-term incentives and is designed to reward Key 
Management Personnel for meeting or exceeding their 
financial and personal objectives. The STIP is an “at risk” bonus 
provided in the form of cash, while the long-term incentive is 
provided through the LTIP and the FMGIOS. 

STIP
The STIP provides compensation to employees when key 
performance measures are achieved in line with business 
targets. The broad terms around the quantum of any STIP 
cash payment, under current company practice, is related 
to a percentage of the FC amount. The Company has set 
a maximum amount payable under a STIP at 100% of an 
individual’s FC amount noting that this would only be made in 
recognition of extraordinary work that led to the successful 
completion of a project and/or objective by an individual or 
a team. The general practice would be to pay an amount of 
between 0% - 50% of the FC sum in recognition of actual 
performance levels.

LTIP
The Board has recently adopted a recommendation from 
the Remuneration and Nominations Committee to establish 
a more formalised remuneration policy to reflect the fact 
that the Company has now established the requisite financial 
platform to take the Company into production of iron ore. 
Accordingly, the Company seeks to build on the remuneration 
policies established to date to ensure it is well positioned to 
attract, motivate and retain people of the highest calibre.

The aims of the LTIP component of remuneration are to:
•	 align	the	interests	of	employees	and	shareholders;
•	 provide	targeted	but	competitive	remuneration		 	
 and a long-term incentive for the retention of key  
 employees; and
•	 support	a	culture	of	employee	share	ownership.

Under the LTIP, participants are offered an award of rights to 
acquire ordinary shares in the Company (referred to here as 
“Performance Rights”). The offer of Performance Rights under 
the LTIP takes the form of a conditional entitlement to issued 
shares in the Company for nil consideration at the end of 
the applicable performance period subject to the satisfaction 
of performance conditions. Unless the Board otherwise 
determines, where a participant is entitled to be issued shares 
under the LTIP, the Company will issue those shares to the 
participant.

Performance Rights become vested only if the performance 
condition is met. The vesting of the Performance Rights will 
be over a period that is consistent with the realisation of the 
long term strategic objectives of the Company as approved 
by the Board. Under the LTIP the minimum vesting period 
will be three (3) years and the maximum vesting period will 
be seven (7) years. Any Performance Rights not vested within 
seven years will lapse.
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FMGIOS
The change in share price is the key performance criteria for the FMGIOS as the realised value arising from options issued under 
the FMGIOS is dependent upon an increase in the share price to above the exercise price of the options.

Consequences of performance on shareholders wealth
In considering Fortescue’s performance and benefits for shareholders wealth, the Remuneration Committee have regard to the 
following indices in respect of the current financial year and the previous four financial years.

2007
AIFRS
‘000

2006
AIFRS
‘000

2005
AIFRS
‘000

2004
AGAAP

‘000

2003
AGAAP

‘000

Revenue  $223,815 $11,830 $3,438 $4,267 $1,753

Net profit/(loss) ($68,430)  ($2,146) ($4,519) $602 ($834)

Dividends paid - -  - - -

$ Change in share price $24.30 $6.60 $2.85 $0.30  $0.12

% Change in share price 256% 228% 469% 143% 128%

The overall level of key management personnel’s compensation takes into account the performance of Fortescue over a number 
of years.

Non-Executive Directors
Total compensation for all Non-Executive Directors, last voted upon by shareholders at the 2005 AGM, is not to exceed 
$500,000 per annum and is set based on advice from external advisors with reference to the fees paid to other Non-Executive 
Directors of comparable companies. Non Executive Directors’ base fees are presently up to $80,000 per annum.

The Chairperson receives $162,000 per annum. Non-Executive Directors do not receive performance related compensation. 
Directors’ fees cover all main Board activities. Non-Executive Directors who sit on a Board Committee receive an additional 
$4,000 per annum per committee and the chair of a committee, other then the audit committee, receives $6,000 per annum. The 
chairman of the audit committee receives an additional $15,000 per annum.

Executive Directors
Executive Director fees are disclosed in part B of the Remuneration Report.

B DETAILS OF REMUNERATION (audited)
Amount of remuneration
The key management personnel (as defined in AASB 124 Related Party Disclosures) of the Company and
Fortescue who have authority and responsibility for planning, directing and controlling the activities of the
entity includes the directors as per pages 20 and the following executive officers:

Alan Watling – Chief Operating Officer

Chris Catlow – Chief Financial Officer

Peter Thomas – Head of Finance

R E M u N E R AT I O N  R E P O R T
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DIRECTORS AND EXECUTIVE OFFICERS’ REMUNERATION (COMPANY AND CONSOLIDATED)

Details of the nature and amount of each major element of remuneration of each Director of the Company, each of the Key Management 
Personnel are:

Short-term

Post-
employment

Other 
long 
term

Share
based

payments

Salary
& fees

$

Cash
bonus

$

Non-
monetary
benefits

$
Total

$

Super-
annuation
benefits

$ $
Termination

benefits

Options
(A)
$

Total
$

Proportion of
remuneration
performance

related %

Value of
options as

proportion of
remuneration

%

Directors of Fortescue Metals Group Ltd
Non-Executive

Mr H Elliott (Chairperson) 2007 - - - - 85,766 - - - 85,766 - -

2006 - - - - 56,000 - - -  56,000 - -

Mr G Toll (resigned 17 May 2007) 2007 144,697 - - 144,697 - - - - 144,697 - -

2006 166,000 - - 166,000 - - - - 166,000 - -

Mr K Ambrecht 2007 318,295 - - 318,295 - - - - 318,295 - -

2006 44,000 - - 44,000 - - - -  44,000 - -

Mr J Steinberg – (appointed 18 August 2006) 2007 - - - - - - - - - - -

2006 - - - - - - - - - - -

Mr G Brayshaw – (appointed 1 July 2007) 2007 - - - - - - - - - - -

2006 - - - - -  - - - - - -

Executive

Mr A Forrest, CEO 2007 101,000 110,000 1 - 211,000 10,100 - - - 221,100 50% -

2006 100,000 - - 100,000 10,000 - - - 110,000 - -

Mr G Rowley, Executive Director 2007 423,153 380,000 1 - 803,153 42,315 - - - 845,468 45% -

Operations 2006 345,454 - - 345,454 34,546 - - - 380,000 - -

Mr R Scrimshaw, Executive Director 2007 373,617 252,294 1 - 625,911 36,383 - - - 662,294 38% -

Commercial 2006 225,000 - - 225,000 25,000 - - - 250,000 -

Key management personnel

Mr A Watling, Chief Operating Officer 2007 392,119 300,000 1 - 692,119 39,212 - - 98,258 829,589 36% 12%

2006 272,727 150,000 2 - 422,727 27,273 - - 98,258 548,258 27% 18%

Mr C Catlow, Chief Financial Officer 2007 339,089 300,000 1 - 639,089 33,909 - - 115,101 788,099 38% 15%

2006 272,727 - - 272,727 27,273 - - 49,194 349,194 - 14%

Mr P Thomas, Head of Finance 2007 327,455 270,000 1 - 597,455 32,305 - - 122,120 751,880 36%- 16%

2006 245,453 75,757 2 - 321,210 32,121 - - 105,644 458,975 17% 23%

Mr J Tapp, Head of Government Relations 2007 - - - - - - - - - - -

2006 209,091 - - 209,091 20,909  - - 68,807 298,807 - 23%

Dr J Clout, Head of Resources Strategy 2007 - - - - - - - - - - -

2006 172,725 - - 172,725 18,182 - - 77,265 268,172 - 29%

Mr B Ramsey, Project Director 2007 - - - - - - - - - 45% -

2006 178,974 - - 178,974 17,897 - - 49,194 246,065 - 20%

Total: directors and other key management 2007 2,419,425 1,612,294 - 4,031,719 279,990 - - 335,479 4,647,188 35% 7%

personnel (consolidated and company) 2006 2,232,151 225,757 - 2,457,908 269,201 - - 448,362 3,175,471 8% 14%

1 Bonuses were approved in September 2006 by the board of directors under the STIP as reward for Fortescue achieving its funding and budget 
scheduling targets. Payments were a percentage of fixed compensation based on contribution to achievement of the targets.
2 Bonuses were approved in August 2005 by the board of directors under the STIP as reward for achieving DFS budget scheduling targets. 
Payments were a percentage of fixed compensation based on contribution to achievement of the targets.

All key management personnel are employed by the parent entity.
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The relative proportions of remuneration that are linked to performance and those that are fixed are as follows:

Name Fixed remuneration At risk - STI At risk - LTI

2007 2006 2007 2006 2007 2006

Executive directors of Fortescue Metals Group Ltd

Mr A Forrest 50% 100% 50% - - -

Mr G Rowley 55% 100% 45% - - -

Mr R Scrimshaw 62% 100% 38% - - -

Other key management personnel

Mr A Watling 52% 55% 36% 27% 12% 18%

Mr C Catlow 47% 85% 38% - 15% 14%

Mr P Thomas 48% 60% 36% 17% 16% 23%

Mr J Tapp - 77% - - - 23%

Dr J Clout - 71% - - - 29%

Notes in relation to the table of Directors and other Key Management Personnel’s remuneration
(a) The fair value of the options is calculated at the date of grant using the Black-Scholes model and allocated to each reporting 
period evenly over the period from grant date to vesting date. The value disclosed is the portion of the fair value of the options 
allocated to this reporting period. In valuing the options, market conditions have been taken into account. 

The following factors and assumptions were used in determining the fair value of options on grant date:

Grant Date Expiry Date
Fair value
per option

Exercise
price

Price of
shares on
grant date

Expected
volatility

Risk free
interest rate

Dividend
yield

1 June 2005 31 December 2009 $1.97 $2.67 $2.67 26.40% 5.75% -

25 January 2006 25 January 2011 $4.60 $5.69 $6.15 26.80% 5.13% -

1 June 2006 1 June 2011 $5.79 $7.03 $7.68 26.80% 5.75% -

C SERVICE AGREEMENTS (audited)
Remuneration and other terms of employment for the Executive Directors and other Key Management Personnel are formalised 
in a service agreement. The major provisions of the agreements relating to remuneration are set out below.

Mr Andrew Forrest, Chief Executive Officer

•	 Term	of	agreement	–	Unspecified
•	 Base	salary,	inclusive	of	superannuation,	for	the	year	ended	30	June	2007	of	$110,000	to	be	reviewed	annually	by	the			
 Remuneration Committee.

Mr Graeme Rowley, Executive Director Operations

•	 Term	of	agreement	–	Unspecified
•	 Base	salary,	inclusive	of	superannuation,	for	the	year	ended	30	June	2007	of	$520,000	to	be	reviewed	annually	by	the			
 Remuneration Committee.

Mr Russell Scrimshaw, Executive Director Commercial

•		 Term	of	agreement	–	Unspecified
•		 Base	salary,	inclusive	of	superannuation,	for	the	year	ended	30	June	2007	of	$520,000	to	be	reviewed	annually	by	the			
 Remuneration Committee.

R E M u N E R AT I O N  R E P O R T
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Mr Alan Watling, Chief Operating Officer

•		 Term	of	agreement	–	Unspecified
•		 Base	salary,	inclusive	of	superannuation,	for	the	year	ended	30	June	2007	of	$520,000,	to	be	reviewed	annually	by	the			
 Remuneration Committee.

Mr Christopher Catlow, Chief Financial Officer

•		 Term	of	agreement	–	Unspecified
•		 Base	salary,	inclusive	of	superannuation,	for	the	year	ended	30	June	2007	of	$420,000,	to	be	reviewed	annually	by	the			
 Remuneration Committee.

Mr Peter Thomas, Head of Finance

•		 Term	of	agreement	–	Unspecified
•		 Base	salary,	inclusive	of	superannuation,	for	the	year	ended	30	June	2007	of	$420,000,	to	be	reviewed	annually	by	the			
 Remuneration Committee.

All service agreements do not provide termination payments and are able to be terminated on one month’s notice.

Details of performance related remuneration
Details of Fortescue’s policy in relation to the proportion of remuneration that is performance related is discussed on page 26.

Bonuses were approved by the Board of Directors under the STIP as reward for Fortescue achieving its funding and budget 
scheduling targets.

D	SHARE-BASED	COMPENSATION	(audited)
All options refer to options over ordinary shares of the Company, which are exercisable on a one-for-one basis under the FMGIOS.

Options over equity instruments granted as compensation
Details of options over ordinary shares in the company that were granted as compensation to each director and each of the key 
management personnel are set out below. When exercisable, each option is convertible into one ordinary share of Fortescue 
Metals Group Ltd.

Number of options granted during the year Number of options vested during the year

Name 2007 2006  2007  2006

Directors

Mr H Elliott - -  -  -

Mr K Ambrecht  - - - -

Mr J Steinberg - - -  -

Mr G Brayshaw - - - -

Mr A Forrest - -  - -

Mr G Rowley -  - - -

Mr R Scrimshaw - -  - -

Other key management personnel

Mr A Watling - - 50,000 50,000

Mr C Catlow - 100,000 25,000  -

Mr P Thomas - 25,000 53,750 47,500

Mr J Clout - 30,000  - 37,500

Mr J Tapp - 40,000 - 25,000

The options were provided at no cost to the recipients. All options expire on the earlier of their expiry date or termination of 
the individual’s employment. The options are exercisable on an annual basis four years from grant date.
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Modification	of	terms	of	equity-settled	share-based	payment	transactions
No terms of equity-settled share-based payment transactions (including options granted as compensation to a key management 
person) have been altered or modified by the Company during the reporting period. A number of unallocated options from the 
June 2005 tranche have been issued to new employees with an additional premium payable to the company upon exercise. The 
premium reflects the five day average share price on the day the individual joined the company. 

Exercise of options granted as compensation 
Details of ordinary shares in the company provided as a result of the exercise of remuneration options to each director of 
Fortescue Metals Group Ltd. and other key management personnel of the group are set out below.

Number of ordinary shares issued on 
exercise of options during the year

Date of exercise of options 2007 2006

Name

Directors of Fortescue Metals Group Ltd

Mr H Elliott - - -

Mr K Ambrecht - - -

Mr J Steinberg - - -

Mr G Brayshaw - - -

Mr A Forrest - - -

Mr G Rowley - - -

Mr R Scrimshaw - - -

Other key management personnel

Mr A Watling - - -

Mr C Catlow - - -

Mr P Thomas - - -

R E M u N E R AT I O N  R E P O R T
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E ADDITIONAL INFORMATION (unaudited)

Details	of	remuneration	-	cash	bonuses	and	options

For each cash bonus and grant of options included in the tables on pages 29 to 30 and 33 the percentage of the available bonus 
or grant that was paid, or that vested, in the financial year, and the percentage that was forfeited because the person did not 
meet the service and performance criteria is set out below. No part of the bonuses is payable in future years. The options were 
issued pursuant to the FMGIOS and may be exercised 25% after one year, 50% after two years, 75% after three years and in 
full after four years from grant date. No options will vest if conditions are not satisfied, hence the minimum value of the option 
yet to vest is nil. The maximum value of the options that is yet to vest has been determined as the amount of the grant date fair 
value of the options that is yet to be expensed.

Cash bonus Options

Name 
Paid
%

Forfeited
%

Year
Granted

vested
%

Forfeited
%

Financial 
years in which 
options may 

vest

Minimum total
value of grant

yet to vest
$

Maximum total 
value of grant 

yet to vest
$

Directors of Fortescue Metals Group Ltd

Mr H Elliott - - - - - - - -

Mr K Ambrecht - - - - - - - -

Mr J Steinberg - - - - - - - -

Mr G Brayshaw - - - - - - - -

Mr A Forrest - - - - - - - -

Mr G Rowley - - - - - - - -

Mr R Scrimshaw - - - - - - - -

Other key management personnel

Mr A Watling 100 - 2005 50% - 30/06/2010 - 188,440

Mr C Catlow 100 - 2006 25% - 30/06/2011 - 163,979

Mr P Thomas 100 - 2006 25% - 30/06/2010 - 179,018

- - 2005 50% - 30/06/2011 - 40,995

Further details relating to options are set out below

Name

A
Remuneration
consisting of 

options

B
Value at 

grant date
$

C
Value at 

exercise date
$

D
Value at 

lapse date
$

E
Total of 

columns B-D
$

Directors of Fortescue Metals Group Ltd

Mr H Elliott - - - - -

Mr K Ambrecht - - - - -

Mr J Steinberg - - - - -

Mr G Brayshaw - - - - -

Mr A Forrest - - - - -

Mr G Rowley - - - - -

Mr R Scrimshaw - - - -  -

Other key management personnel

Mr A Watling 12% - - - -

Mr C Catlow 15% - - - -

Mr P Thomas 16% - - - -

A = The percentage of the value of remuneration consisting of options, based on the value of options expensed during the current year.
B = The value at grant date calculated in accordance with AASB 2 Share-based Payment of options granted during the year as part of remuneration.
C = The value at exercise date of options that were granted as part of remuneration and were exercised during the year, being the intrinsic value of the options at that date.
D = The value at lapse date of options that were granted as part of remuneration and that lapsed during the year. Lapsed options refer to options that vested but expired  
  unexercised.
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D I R E C T O R S ’  R E P O R T

NON-AUDIT	SERVICES

The Company may decide to employ the auditor on assignments additional to their statutory audit duties where the auditor’s 
expertise and experience with Fortescue is important. 

Details of the amounts paid or payable to the auditor (BDO Kendalls Audit & Assurance (WA) formerly
BDO) for audit and non-audit services provided during the year are set out below.

The Board of Directors has considered the position and, in accordance with the advice received from the
Audit Committee, is satisfied that the provision of the non-audit services is compatible with the general
standard of independence for auditors imposed by the Corporations Act 2001. The Directors are satisfied that
the provision of non-audit services by the auditor, as set out below, did not compromise the auditor
independence requirements of the Corporations Act 2001 for the following reasons:

•	 all	non-audit	services	have	been	reviewed	by	the	Audit	Committee	to	ensure	they	do	not	impact	the	impartiality	and		 	
 objectivity of the auditor

•	 none	of	the	services	undermine	the	general	principles	relating	to	auditor	independence	as	set	out	in	APES	110 Code of   
 Ethics for Professional Accountants, including reviewing or auditing the auditor’s own work, acting in a management or a   
 decision-making capacity for the Company, acting as advocate for the Company or jointly sharing economic risk and rewards.  
 During the year the following fees were paid or payable for services provided by the auditor of the Company, its related   
 practices and non-related audit firms.

Consolidated

Amounts received or due and receivable by auditors for:
2007

$
2006

$

Audit Services:

Audit and review of financial reports (BDO Kendalls Audit &
Assurance (WA) formerly BDO) 99,023 56,715

Services other than statutory audit:

Other assurance services

Financial due diligence (BDO Consultants (WA)) 63,179 107,261

Total Remuneration 162,202 163,976

R E M u N E R AT I O N  R E P O R T
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AUDITOR’S INDEPENDENCE DECLARATION

The auditor’s independence declaration under section 307C of the Corporations Act 2001 is set out on page 36 and forms part 
of the Directors’ Report for the financial year ended 30 June 2007.

ROUNDING OFF

Fortescue is of the kind referred to in ASIC Class Order 98/100 dated 10 July 1998 and in accordance with that Class Order, 
amounts in the financial report and Directors’ Report have been rounded off to the nearest thousand dollars, unless 
otherwise stated.

AUDITOR

BDO Kendalls Audit & Assurance (WA) formerly BDO continue in office in accordance with section 327 of the Corporations 
Act 2001.

This report is made in accordance with a resolution of the Directors.

Herb Elliott
Chairman

Dated at Perth this 24th day of August 2007.
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Page 21 

BDO Kendalls Audit & Assurance (WA)  

128 Hay Street 

SUBIACO  WA  6008 

PO Box 700 

WEST PERTH  WA  6872 

Phone 61 8 9380 8400 

Fax 61 8 9380 8499 

aa.perth@bdo.com.au 

www.bdo.com.au 

 

ABN 90 360 101 594 

 

BDO Kendalls is a national association of  

separate partnerships and entities 

24 August 2007 

The Directors 
Fortescue Metals Group Limited 
Level 2, 87 Adelaide Terrace 
EAST PERTH  WA  6004 

Dear Sirs 

DECLARATION OF INDEPENDENCE BY BDO KENDALLS TO THE DIRECTORS OF 
FORTESCUE METALS GROUP LIMITED 

As lead auditor of Fortescue Metals Group Limited for the year ended 30 June 2007, I 
declare that, to the best of my knowledge and belief, there have been no contraventions 
of: 

• the auditor independence requirements of the Corporations Act 2001 in relation to the 
audit; and 

• any applicable code of professional conduct in relation to the audit. 

This declaration is in respect of Fortescue Metals Group Limited and the entities it 
controlled during the period. 

Yours faithfully 
BDO Kendalls Audit & Assurance (WA) 

BG McVeigh 
Partner 
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Note Consolidated Company

2007 2006 2007 2006

$’000 $’000 $’000 $’000

Revenue from continuing operations 5 - - - -

Other income 6 223,815 11,830 - 11,828

Financial expenses 7 (304,001) (6,543) (274)  (6,543)

Personnel expense 8 (7,795)  (4,377) (7,795)  (4,434)

Other expenses 9 (15,598) (2,645) (15,598) (2,586)

Loss before income tax (103,579) (1,735) (23,667) (1,735)

Income tax benefit 11 35,150  - 12,575 -

Loss from continuing operations (68,430) (1,735) (11,092) (1,735)

Loss on sale of discontinued operation 
(net of income tax) 10 - (411) - -

Loss for the period (68,430) (2,146) (11,092) (1,735)

Loss attributable to members of the Company  (68,430) (2,146) (11,092) (1,735)

Earnings per share:

Basic earnings per share (cents) 28 (26.25) (0.96)

Diluted earnings per share (cents) 28 N/A N/A

Continuing operations:

Basic earnings per share (cents) 28 (26.25) (0.78)

Diluted earnings per share (cents) 28 N/A N/A

Discontinued operations:

Basic earnings per share (cents) 28 - (0.18)

Diluted earnings per share (cents) 28 N/A N/A

The above income statements should be read in conjunction with the accompanying notes.

I N C O M E  S TAT E M E N T S  F O R  T H E  Y E A R  E N D E D  3 0  J u N E  2 0 07
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Note Consolidated Company

2007
$’000

2006
$’000

2007
$’000

2006
$’000

CURRENT ASSETS

Cash and cash equivalents 12 1,682,201 18,054 48,092 18,054

Trade and other receivables 13 257,533 1,373 375,418 6,039

Financial assets 14 38 323 38 323

Other current assets 15 1,283 161 1,283 161

Total Current Assets 1,941,055 19,911 424,831 24,577

NON-CURRENT ASSETS

Trade and other receivables 13 5,606 14,323 2,438 14,323

Exploration and evaluation expenditure 17 5,101 182,914 - 178,248

Development Expenditure 18 687,224 - - -

Property, plant and equipment 21 838,138 3,874 8,996 3,874

Intangible assets 22 5,320 - 5,320 -

Deferred tax assets 16 207,218 - 116,017 -

Other financial assets 14 1 26 1 26

Total Non-Current Assets 1,748,608 201,137 132,772 196,471

TOTAL ASSETS 3,689,663 221,048 557,603 221,048

CURRENT LIABILITIES

Borrowings 24 265,816 - - -

Trade and other payables 23 66,246 16,674 2,544 16,674

Total Current Liabilities 332,062 16,674 2,544 16,674

NON-CURRENT LIABILITIES

Borrowings 24 2,645,770 67,268 - 67,268

Trade and other payables 23 43,248 - - -

Deferred tax liabilities 16 172,068 - 1,206 -

Total Non-Current Liabilities 2,861,086 67,268 1,206 67,268

TOTAL LIABILITIES 3,193,148 83,942 3,750 83,942

NET ASSETS 496,515 137,106 553,853 137,106

EQUITY

Contributed equity 574,003 147,153 574,003 147,153

Reserves 3,896 2,907 3,896 2,907

Accumulated losses (81,384) (12,954) (24,046) (12,954)

TOTAL EQUITY 29 496,515 137,106 553,853 137,106

The above balance sheets should be read in conjunction with the accompanying notes.

B A L A N C E  S H E E T S  A S  AT  3 0  J u N E  2 0 07
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Note Consolidated Company

2007
$’000

2006
$’000

2007
$’000

2006
$’000

CASH FLOWS FROM OPERATING ACTIVITIES

Cash receipts from customers - 834 - -

Interest received 111,438 2,219 - 2,217

Payments to suppliers and employees (19,033) (7,848) (19,033) (7,032)

Exploration and evaluation expenditure (5,101) (124,316) - (124,316)

Development Expenditure (539,252) - (299,128) -

Payments for purchase of plant

and equipment, assets under construction (829,142) - - -

Interest paid (153,025) - (2,254) -

Net cash outflow from operating activities 12(a) (1,434,115) (129,111) (320,415) (129,131)

CASH FLOWS FROM INVESTING ACTIVITIES

Payments for purchase of other plant and equipment (2,501) (3,396) (2,501) (3,396)

Payments for purchase of Intangible Assets (5,320) - (5,320) -

Proceeds from disposal of plant and equipment 29 - 29 -

Cash lost on disposal of Allied Medical Ltd 10(d) - (137) - -

Net cash outflow from investing activities (7,792) (3,533) (7,792) (3,396)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from the issue of share capital 425,933 - 425,933 -

Proceeds from borrowings 2,964,044 67,268 132,760 67,268

Repayment of borrowings (197,135) (197,135)

Deposits received 43,247 - - -

Net cash inflow from financing activities 3,236,089 67,268 361,558 67,268

Net increase/(decrease) in cash and cash equivalents 1,794,182 (65,376) 33,351 (65,259)

Cash and cash equivalents at 1 July 18,054 81,158 18,054 81,041

Effect of exchange rate changes on cash and cash equivalents (130,035) 2,272 (3,313) 2,272

Cash and cash equivalents at 30 June 12 1,682,201 18,054 48,092 18,054

The above cash flow statements should be read in conjunction with the accompanying notes.

C ASH F LOW STATEMENTS  FOR THE  YEAR  ENDED 30  JuNE 2007
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Consolidated

Contributed 
equity
$’000

Accumulated 
losses
$’000

Reserves
$’000

Total Equity
$’000

Opening balance at 1 July 2005 69,476 (10,808) 773 59,441

Revaluation of property, plant and equipment - - 880 880

Net income recognised directly in equity - - 880 880

Net loss for the period - (2,146) - (2,146)

Total recognised income and expense for the year - (2,146) 880 (1,266)

Transactions with equity holders in their capacity as equity 
holders:

Issue of share capital 76,797 - - 76,797

Distribution in specie due to Allied Medical Ltd de-merger 880 - - 880

Equity settled share based payment transactions - - 1,254 1,254

77,677 - 1,254 78,931

Closing balance at 30 June 2006 147,153 (12,954) 2,907 137,106

Consolidated

Contributed 
equity
$’000

Accumulated 
losses
$’000

Reserves
$’000

Total Equity
$’000

Opening balance at 1 July 2006 147,153 (12,954) 2,907 137,106

Net loss for the period - (68,430) - (68,430)

Total recognised income and expense for the year - (68,430) - (68,430)

Transactions with equity holders in their capacity as equity 
holders:

Issue of share capital 424,380 - - 424,380

Exercise of options 2,470 - (818) 1,652

Forfeited options - - (460) (460)

Equity settled share based payment transactions - - 2,267 2,267

426,850 - 989 427,839

Closing balance at 30 June 2007 574,003 (81,384) 3,896 496,515

Amounts are stated net of tax.

The above statements of changes in equity should be read in conjunction with the accompanying notes.

STATEMENTS OF CHANGES IN EQuIT Y  FOR THE YEAR ENDED 30 JuNE 2007
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Company

Contributed 
equity
$’000

Accumulated 
losses
$’000

Reserves
$’000

Total Equity
$’000

Opening balance at 1 July 2005 69,476 (11,219) 773 59,030

Revaluation of property, plant and equipment - - 880 880

Net income recognised directly in equity - - 880 880

Net loss for the period - (1,735) - (1,735)

Total recognised income and expense for the year - (1,735) 880 (855)

Transactions with equity holders in their capacity as equity holders:

Issue of share capital 76,797 - - 76,797

Distribution in specie due to Allied Medical Ltd de-merger 880 - - 880

Equity settled share based payment transactions - - 1,254 1,254

77,677 - 1,254 78,931

Closing balance at 30 June 2006 147,153 (12,954) 2,907 137,106

Company

Contributed 
equity
$’000

Accumulated 
losses
$’000

Reserves
$’000

Total Equity
$’000

Opening balance at 1 July 2006 147,153 (12,954) 2,907 137,106

Net loss for the period -  (11,092) - (11,092)

Total recognised income and expense for the year - (11,092) - (11,092)

Transactions with equity holders in their capacity as equity holders:

Issue of share capital 424,380 - - 424,380 -

Exercise of options 2,470 - (818) 1,652

Forfeited options - - (460) (460)

Equity settled share based payment transactions - - 2,267 2,267

426,850 - 989 427,839

Closing balance at 30 June 2007 574,003 (24,046) 3,896 553,853

Amounts are stated net of tax.

The above statements of changes in equity should be read in conjunction with the accompanying notes.

41
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NOTE 1.  REPORTING ENTITY

Fortescue Metals Group Ltd (the “Company”) is a company domiciled in Australia. The address of the Company’s registered 
office is Level 2, 87 Adelaide Terrace East Perth WA 6004. The consolidated financial statements of the Company as at and 
for the year ended 30 June 2007 comprise the Company and its subsidiaries (together referred to as ‘Fortescue’). Fortescue’s 
principal activity is the development of the Pilbara Iron Ore and Infrastructure Project.

NOTE 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 consolidated financial report of Fortescue also complies with the IFRSs and interpretations adopted 
by the International Accounting Standards Board. The Company’s financial report does not comply with IFRS as the Company has 
elected to apply the relief provided to parent entities by AASB 132 Financial Instruments: Presentation and Disclosure in respect of 
certain disclosure requirements.

The financial statements were approved by the Board of Directors on 24 August 2007.

(b) Basis of measurement
The consolidated financial statements have been prepared on the historical cost basis except for the
following:
•	 derivative	financial	instruments	are	measured	at	fair	value
•	 financial	instruments	at	fair	value	through	profit	and	loss	are	measured	at	fair	value
•	 available-for-sale	financial	assets	are	measured	at	fair	value

The methods used to measure fair values are discussed further in note 3(k).

(c) Functional and presentation currency
Items included in the financial statements of each of Fortescue’s entities are measured using the currency of the primary 
economic environment in which the entity operates (“the functional currency”). These consolidated financial statements are 
presented in Australian dollars, which is the Company’s functional and presentation currency. 

The Company is of a kind referred to in ASIC Class Order 98/120 dated 10 July 1998 and in accordance with that Class Order, 
all financial information presented in Australian dollars has been rounded to the nearest thousand unless otherwise stated.

(d) Use of estimates and judgements
The preparation of financial statements requires management to make judgements, 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 judgements in
applying accounting policies that have the most significant effect on the amount recognised in the financial
statements are described in the following notes:

N OT E S  TO  T H E  F I N A N C I A L  S TAT E M E N T S
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NOTE 2. BASIS OF PREPARATION (continued)

(d) Use of estimates and judgements (continued)
Note 15 – measurement of recoverable amount of exploration assets
Note 16 – measurement of the recoverable amounts of development expenditure
Note 14 – utilisation of tax losses
Note 32 – measurement of share-based payments
Note 33 – contingent liabilities and contingent assets
Note 31 – financial instruments

NOTE 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 across Fortescue. The financial report includes separate financial statements for 
the Company as an individual entity and the consolidated entity consisting of the Company and its subsidiaries.

(a) Principles of Consolidation
(i) Subsidiaries

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of the Company as at 30 June 2007 
and the results of all subsidiaries for the year then ended. The Company and its subsidiaries together are referred to in this 
financial report as “Fortescue”.

Subsidiaries are entities controlled by Fortescue. Control exists when Fortescue has the power, directly or indirectly, to govern 
the financial and operating policies of an entity so as to obtain 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. They are 
de-consolidated from the date that control ceases. 

The purchase method of accounting is used to account for the acquisition of subsidiaries by Fortescue.

In the Company’s financial statements, investments in subsidiaries are carried at cost.
(ii) Transactions eliminated on consolidation

Intra-group balances, and any unrealised income and expenses arising from intra-group transactions, are eliminated in preparing 
the consolidated financial statements. Accounting policies of subsidiaries are consistent with the parent.

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

(c) Foreign Currency Transactions and Balances
Transactions in foreign currencies have been converted at rates of exchange ruling on the date of those transactions. At balance 
date, amounts receivable and payable in foreign currencies are translated to Australian currency at rates of exchange current at 
that date. Realised and unrealised gains and losses are brought to account in determining the profit or loss for the financial year.
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NOTE 3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(d) Revenue Recognition
Revenue from the sale of goods and disposal of other assets is recognised when Fortescue has passed control of the goods or 
other assets to the buyer. Revenue is measured at the fair value of the consideration received or receivable.

Interest income on cash balances is recognised when it becomes payable. Where this interest income relates to project 
construction funds, the interest income is offset against interest expense and capitalized under development expenses.

Fortescue recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic 
benefits will flow to the entity and specific criteria have been met for each of Fortescue’s activities.  The amount of revenue is not 
considered to be reliably measurable until all contingencies relating to the sale have been resolved. Fortescue bases its estimates 
on historical results, taking into consideration the type of customer, the type of transaction and the specifics of each arrangement.

(e) Income Tax
Income tax expense comprises current and deferred tax. Income tax expense is recognised in income statements except to the 
extent that it relates to items recognised directly in equity, in which case it is recognised in equity. Current tax for the period is 
the expected tax payable on the current period’s taxable income based on the notional income tax rate for each jurisdiction 
adjusted by changes in deferred tax attributable to temporary differences between the tax bases of assets and liabilities and their 
carrying amounts in the financial statements, and to unused tax losses.

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying amounts 
of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is recognised 
for temporary differences at the tax rates expected to apply when the assets are recovered or liabilities are settled, based 
on those tax rates, which are enacted or substantively enacted for each jurisdiction. The relevant tax rates are applied to the 
cumulative amounts of deductible and taxable temporary differences to measure deferred tax. An exception is made for certain 
temporary differences arising from the initial recognition of an asset or a liability. No deferred tax is recognised in relation to 
these temporary differences if they arose in a transaction, other than a business combination, that at the time of the transaction 
did not affect either accounting profit or taxable profit or loss.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that future 
taxable amounts will be available to utilise those temporary differences and losses.

Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the 
related tax benefit will be realised.
Deferred tax is not recognised for temporary differences between the carrying amount and tax bases of investments in 
controlled entities where the parent entity is able to control the timing of the reversal of the temporary differences and it is 
probable that the differences will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets and liabilities and 
when the deferred tax balances relate to the same taxation authority. Current tax assets and liabilities are offset where the entity 
has a legally enforceable right to offset and intends either to settle on a net basis, or to realise the asset and settle the liability 
simultaneously.

Current and deferred tax balances attributable to amounts recognised directly in equity are also recognised directly in equity.

Tax consolidation legislation
Fortescue has implemented the tax consolidation legislation as of 1 July 2003 and is therefore taxed as a single entry from that date.

The head entity, Fortescue Metals Group Ltd, and the controlled entities in the tax consolidated group continue to account for 
their own current and deferred tax amounts. These tax amounts are measured as if each entity in the tax consolidated group 
continues to be a stand alone taxpayer in its own right.

In addition to its own current and deferred tax amounts, the Company also recognises the current tax liabilities (or assets) 
and the deferred tax assets arising from unused tax losses and unused tax credits assumed from controlled entities in the tax 
consolidated group.

Assets or liabilities arising under tax funding agreements within the tax consolidated entities are recognised as amounts receivable 
from or payable to other entities in the group. Any differences between the amounts assumed and amounts receivable or payable 
under the tax funding agreement are recognised as a contribution to (or distribution from) wholly-owned tax consolidated entities

N OT E S  TO  T H E  F I N A N C I A L  S TAT E M E N T S
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NOTE 3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(f) Acquisitions of Assets
The cost method of accounting is used for all acquisitions of assets regardless of whether shares or other assets are acquired. 
Cost is determined as the fair value of the assets given up at the date of acquisition plus costs incidental to the acquisition. Where 
shares are issued in an acquisition, the value of the shares is determined by reference to the fair value of the assets acquired, 
including goodwill where applicable.
Where settlement of any part of cash consideration is deferred, the amounts payable in the future are discounted to their 
present value at the date of acquisition. The discount rate used is the rate at which a similar borrowing could be obtained under 
comparable terms and conditions.
Where the fair value of the identifiable net assets acquired, including any liability for restructuring costs, exceeds the cost of 
acquisition, the difference, representing a discount on acquisition, is accounted for by reducing proportionately the fair values of 
the non-monetary assets acquired until the discount is eliminated.

(g) Impairment of Assets
Assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not 
be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable 
amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the purposes of 
assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash inflows which are 
largely independent of the cash inflows from other assets or groups of assets (cash-generating units). Non-financial assets that 
suffered an impairment are reviewed for possible reversal of the impairment at each reporting date.

(h) Cash and Cash Equivalents
For cash flow statements purposes, cash and cash equivalents includes cash on hand, deposits held at call with financial 
institutions, other short-term, highly liquid investments with original maturities of three months or less that are readily convertible 
to known amounts of cash and which are subject to an insignificant risk of changes in value, and bank overdrafts.

(i) Trade and Other Receivables
Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective 
interest method, less provision for impairment.

(j) Investments and Other Financial Assets
Classification
Fortescue classifies its investments in the following categories: financial assets at fair value through profit or loss, loans and 
receivables, held-to-maturity investments and available-for-sale financial assets. The classification depends on the purpose for 
which the investments were acquired. Management determines the classification of its investments at initial recognition and, in the 
case of assets classified as held-to-maturity, re-evaluates this designation at each reporting period.

(i) Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is classified in this category 
if acquired principally for the purpose of selling in the short term. Derivatives are classified as held for trading unless they are 
designated as hedges. Assets in this category are classified as current assets.

(ii) Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active 
market. They are included in current assets, except for those with maturities greater than 12 months after the balance sheet date 
which are classified as non-current assets. Loans and receivables are included in trade and other receivables in the balance sheet.

(iii) Held-to-maturity investments
Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturities 
that Fortescue’s management has the positive intention and ability to hold to maturity. If Fortescue were to sell other than an 
insignificant amount of held-to-maturity financial assets, the whole category would be tainted and reclassified as available-for-sale. 
Held-to-maturity financial assets are included in non-current assets, except for those with maturities less than 12 months from 
the reporting date, which are classified as current assets.
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NOTE 3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(iv) Available-for-sale financial assets
Available-for-sale financial assets, comprising principally marketable equity securities, are non-derivatives that are either designated 
in this category or not classified in any of other categories. They are included in non-current assets unless management intends to 
dispose of the investment within 12 months of the balance sheet date.

Recognition and derecognition
Regular purchases and sales of financial assets are recognised on trade-date – the date on which Fortescue commits to purchase 
or sell the asset. Investments are initially recognised at fair value plus transaction costs for all financial assets not carried at fair value 
through profit or loss. Financial assets carried at fair value through profit or loss are initially recognised at fair value and transaction 
costs are expensed in the income statement. Financial assets are derecognised when the rights to receive cash flows from the 
financial assets have expired or have been transferred and Fortescue has transferred substantially all the risks and rewards of 
ownership.

When securities classified as available-for-sale are sold, the accumulated fair value adjustments recognised in equity are included in 
the income statement as gains and losses from investment securities.

Subsequent measurement
Loans and receivables and held-to-maturity investments are carried at amortised cost using the effective interest method.

Available-for-sale financial assets and financial assets at fair value through profit and loss are subsequently carried at fair value. 
Gains or losses arising from changes in the fair value of the ‘financial assets at fair value through profit or loss’ category are 
presented in the income statement within other income or other expenses in the period in which they arise. Dividend income 
from financial assets at fair value through profit or loss is recognised in the income statement as part of revenue from continuing 
operations when Fortescue’s right to receive payments is established.

Changes in the fair value monetary securities denominated in a foreign currency and classified as available-for-sale are analysed 
between translation differences resulting from changes in amortised cost of the security and other changes in the carrying amount 
of the security. The translation differences related to changes in the amortised cost are recognised in profit or loss, and other 
changes in carrying amount are recognised in equity. Changes in the fair value of other monetary and non-monetary securities 
classified as available-forsale are recognised in equity.

Fair value
The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active (and for 
unlisted securities), Fortescue establishes fair value by using valuation techniques. These include the use of recent arm’s length 
transactions, reference to other instruments that are substantially the same, discounted cash flow analysis, and option pricing 
models making maximum use of market inputs and relying as little as possible on entity-specific inputs.

Impairment
Fortescue assesses at each balance date whether there is objective evidence that a financial asset or group of financial assets 
is impaired. In the case of equity securities classified as available-for-sale, a significant or prolonged decline in the fair value of a 
security below its cost is considered as an indicator that the securities are impaired. If any such evidence exists for available-for-sale 
financial assets, the cumulative loss – measured as the difference between the acquisition cost and the current fair value, less any 
impairment loss on that financial asset previously recognised in profit or loss – is removed from equity and recognised in the
income statement. Impairment losses recognised in the income statement on equity instruments classified as available-for-sale are 
not reversed through the income statement.

(k) Fair Value Estimation
The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for disclosure 
purposes. Fair values have been determined for measurement and/or disclosure purposes based on the following methods.
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NOTE 3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments traded in active markets
The fair value of financial instruments traded in active markets (such as publicly traded derivatives, and trading and available-for-sale 
securities) is based on quoted market prices at the balance sheet date. The quoted market price used for financial assets held by 
Fortescue is the current bid price; the appropriate quoted market price for financial liabilities is the current ask price.

Financial instruments not traded in active markets
The fair value of financial instruments that are not traded in an active market (for example over-the-counter derivatives) is 
determined using valuation techniques. Fortescue uses a variety of methods and makes assumptions that are based on market 
conditions existing at each balance date. Quoted market prices or dealer quotes for similar instruments are used for long-term debt 
instruments held. Other techniques, such as estimated discounted cash flows, are used to determine fair value for the remaining 
financial instruments. The fair value of interest rate swaps is calculated as the present value of the estimated future cash flows.

Trade receivables and payables
The nominal value less estimated credit adjustments of trade receivables and payables are assumed to approximate their fair values 
due to their short term nature. The fair value of financial liabilities for disclosure purposes is estimated by discounting the future 
contractual cash flows at the current market interest rate that is available to Fortescue for similar financial instruments.

Non-derivative financial liabilities
Fair value, which is determined for disclosure purposes, is calculated based on the present value of the future principal and interest 
cash flows, discounted at the market rate of interest at the reporting date. In respect of the liability component of convertible 
notes, the market rate of interest is determined by reference to similar liabilities that they do not have a conversion option. For 
finance leases the market rate of interest is determined by reference to similar lease agreements.

Share-based payment transactions
The fair value of employee share options is measured using the Black-Scholes model. Measurement inputs include share price on 
a 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.

(l) Property, Plant and Equipment
Recognition and measurement
Each class of property, plant and equipment is stated at historical cost less, where applicable, any accumulated depreciation and 
impairment losses. Historical cost includes expenditure that is directly attributable to the acquisition of the items.

The cost of self-constructed assets includes the cost of materials and direct labour, any other costs directly attributable to bringing 
asset to a working condition for its intended use, and the costs of dismantling and removing the items and restoring the site on 
which they are located. Purchased software that is integral to the functionality of the related equipment is capitalised as part of the 
equipment.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items (major 
components) of property, plant and equipment.

The carrying amount of plant and equipment is reviewed annually by Directors to ensure it is not in excess of the recoverable 
amount from these assets. The recoverable amount is assessed on the basis of the expected net cash flows that will be received 
from the assets employment and subsequent disposal. The expected net cash flows have been discounted to their present value in 
determining recoverable amount.

Subsequent costs
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is 
probable that future economic benefits associated with the item will flow to Fortescue and the cost of the item can be measured 
reliably. All other repairs and maintenance are charged to the income statement during the financial period in which they are incurred.
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NOTE 3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Depreciation
Land is not depreciated. Depreciation on other assets is calculated using the straight line method to allocate their cost or 
revalued amounts, net of their residual values, over their estimated useful lives, as follows:

Buildings 25-40 years
Machinery  10-15 years
vehicles 3-5 years
Furniture, fittings and equipment 3-8 years
Rail Infrastructure 25-40 years
Port Infrastructure 25-40 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than 
its estimated recoverable amount [note 3(g)].

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in the income 
statement. When revalued assets are sold, it is Fortescue’s policy to transfer the amounts included in other reserves in respect of 
those assets to retained earnings.

(m) Intangible assets
(i) IT development and software
Costs incurred in developing products or systems and costs incurred in acquiring software and licenses that will contribute to 
future period financial benefits through revenue generation and/or cost reduction are capitalised to software and systems. Costs 
capitalized include external direct costs of materials and service, direct payroll and payroll related costs of employees’ time spent 
on the project. Amortisation is calculated on a straight line bases over periods generally ranging from 3 to 5 years.

IT development costs include only those costs directly attributable to the development phase and are only recognized following 
completion of technical feasibility and where the Group has an intention and ability to use the asset.

(ii) Research and development
Research expenditure is recognized as an expense as incurred. Costs incurred on development projects (relating to the design 
and testing of new or improved products) are recognized as intangible assets when it is probable that the project will, after 
considering its commercial and technical feasibility, be completed and generate future economic benefits and its costs can be 
measured reliably. The expenditure capitalized comprises all directly attributable costs, including costs of materials, services, direct 
labour and an appropriate proportion of overheads. Other development expenditures that do not meet these criteria are
recognized as an expense as incurred. Development costs previously recognized as an expense are not recognized as an asset in 
a subsequent period. Capitalised development costs are recorded as intangible assets and amortised from the point at which the 
asset is ready for use on a straight-line basis over its useful life, which varies from 3 to 5 years.

(n) Mineral Exploration and Evaluation Expenditure
Exploration and evaluation expenditure incurred is accumulated in respect of each identifiable area of interest. These costs are 
only carried forward to the extent that they are expected to be recouped through the successful development of the area, or 
where activities in the area have not yet reached a stage that permits reasonable assessment of the existence or otherwise of 
economically recoverable reserves.

Accumulated costs in relation to an abandoned area are written off in full against profit in the year in which the decision to 
abandon the area is made.

When production commences, the accumulated costs for the relevant area of interest are amortised over the life of the area 
according to the rate of depletion of the economically recoverable reserves.

A regular review is undertaken of each area of interest to determine the appropriateness of continuing to carry forward costs in 
relation to that area of interest.
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NOTE 3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(o) Trade and Other Payables
These amounts represent liabilities for goods and services provided to Fortescue prior to the end of financial year which are 
unpaid. The amounts are unsecured and are usually paid within 30 days of recognition.

(p) Borrowings
Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently measured at 
amortised cost. Any difference between the proceeds (net of transaction costs) and the redemption amount is recognised in the 
income statement over the period of the borrowings using the effective interest method. Fees are paid on the establishment of 
loan facilities which are not an incrementalcost relating to the actual draw-down of the facility, are capitalised to the balance sheet 
as deferred costs and amortised on a straight-line basis over the term of the facility.

The fair value of the liability portion of a convertible bond is determined using a market interest rate for an equivalent non-
convertible bond. This amount is recorded as a liability on an amortised cost basis until extinguished on conversion or maturity of 
the bonds. The remainder of the proceeds is allocated to the conversion option. This is recognised and included in shareholders’ 
equity, net of income tax effects.

Borrowings are removed from the balance sheet when the obligation specified in the contract is discharged, cancelled or expired. 
The difference between the carrying amount of a financial liability that has been extinguished or transferred to another party 
and the consideration paid, including any non-cash assets transferred or liabilities assumed, is recognised in other income or other 
expenses.

Borrowings are classified as current liabilities unless Fortescue has an unconditional right to defer settlement of the liability for at 
least 12 months after the balance sheet date.

(q) Borrowing Costs
Borrowing costs incurred for the construction of any qualifying asset are capitalised during the period of time that is required to 
complete and prepare the asset for its intended use or sale. Other borrowing costs are expensed.

The capitalisation rate used to determine the amount of borrowing costs to be capitalised is the weighted average interest rate 
applicable to the entity’s outstanding borrowings during the year, in this case 10.82% (2006 – 10.23%).

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

Provisions are measured at the present value of management’s best estimate of the expenditure required to settle the present 
obligation at the balance sheet date. The discount rate used to determine the present value reflects current market assessments 
of the time value of money and the risks specific to the liability. The increase in the provision due to the passage of time is 
recognised as interest expense.

(s) Employee Benefits
(i) Wages and salaries, annual leave and sick leave
Liabilities for wages and salaries, including non-monetary benefits, annual leave and accumulating sick leave expected to be settled 
within 12 months of the reporting date are recognised in other payables and accruals in respect of employees services up to the 
reporting date and are measured at the amounts expected to be paid when the liabilities are settled. These liabilities represent 
present obligations resulting for employee’s service provided to reporting date and are calculated at undiscounted amounts 
based on remuneration wage and salary rates that Fortescue expects to pay as at reporting date including related on-costs. 
Liabilities for nonaccumulating sick leave are recognised when the leave is taken and measured at the rates paid or payable.
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NOTE 3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(ii) Long service leave
The liability for long service leave is recognised in the provision for employee benefits and measured as the present value 
of expected future payments to be made in respect of services provided by employees up to the reporting date using the 
projected unit credit method. Consideration is given to expected future wage and salary levels, experience of employee 
departures and periods of service. Expected future payments are discounted using market yields at the reporting date on 
national government bonds with terms to maturity and currency that match, as closely as possible, the estimated future cash 
outflows.

(iii) Share-based payments
Share-based compensation benefits are provided to employees via the Fortescue Metals Group Incentive Option Scheme 
(“FMGIOS”) and Performance Rights (“PR”) scheme. Information relating to these schemes is set out in note 36. 

The fair value of options granted under the FMGIOS and PR are recognised as an employee benefit expense with a 
corresponding increase in equity. The fair value is measured at grant date and recognised over the period during which the 
employees become unconditionally entitled to the options.

The fair value at grant date is independently determined using Black-Scholes option pricing model that takes into account the 
exercise price, the term of the option, the impact of dilution, the share price at grant date and expected price volatility of the 
underlying share the expected dividend yield and the risk free interest rate for the term of the option. The fair value of the 
options granted is adjusted to reflect market vesting conditions, but excludes the impact of any non-market vesting conditions 
(for example, profitability and sales growth targets). Non-market vesting conditions are included in assumptions about the 
number of options that are expected to become exercisable. At each balance sheet, the entity revises its estimate of the number 
of options that are expected to become exercisable. The employee benefit expense recognised each period takes into account 
the most recent estimate. The impact of the revision to original estimates, if any, is recognised in the income statement with a 
corresponding adjustment to equity.

Under the PR, shares issued by the Company to employees for no cash consideration vest over the minimum vesting period of 
three years. The market value of the shares issued is recognised over the vesting period as an employee benefits expense with a 
corresponding increase in equity.

Defined contribution superannuation funds
Obligations for contributions to defined contribution superannuation funds are recognised as an expense in profit and loss when 
they are due.

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

(u) Earnings Per Share
(i) Basic earnings per share
Basic earnings per share is calculated by dividing the profit attributable to equity holders of the company, excluding any costs of 
servicing equity other than ordinary shares, by the weighted average number of ordinary shares outstanding during the financial 
year, adjusted for bonus elements in ordinary shares issued during the financial year.

(ii) Diluted earnings per share
Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account the 
after income tax effect of interest and other financing costs associated with dilutive potential ordinary shares and the weighted 
average number of shares assumed to have been issued for no consideration in relation to dilutive potential ordinary shares.

(v) Goods and Services Tax (“GST”)
Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST incurred is not 
recoverable from the Australian Tax Office (“ATO”). In these circumstances the GST is recognised as part of the cost of acquisition 
of the asset or as part of an item of the expense. Receivables and payables in the balance sheet are shown inclusive of GST.  The 
net amount of GST recoverable from, or payable to the ATO is included as a current asset or liability in the balance sheet.
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NOTE 3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash flows are presented in the cash flow statement on a gross basis, except for the GST component of investing and financing 
activities, which are disclosed as operating cash flows.

(w) Leases
Leases of property, plant and equipment where Fortescue, as lessee, has substantially all the risks and rewards of ownership are 
classified as finance leases. Finance leases are capitalised at the lease’s inception at the fair value of the leased property or, if lower, 
the present value of the minimum lease payments. The corresponding rental obligations, net of finance charges, are included in 
other short-term and long-term payables. Each lease payment is allocated between the liability and finance cost. The finance cost 
is charged to the income statement over the lease period so as to produce a constant periodic rate of interest on the remaining 
balance of the liability for each period. The property, plant and equipment acquired under finance leases is depreciated over the 
shorter of the asset’s useful life and the lease term. 

Leases in which a significant portion of the risks and rewards of ownership are not transferred to Fortescue as lessee are 
classified as operating leases (note 33). Payments made under operating leases (net of any incentives received from the lessor), 
except for investment property, are charged to the income statement on
a straight-line basis over the period of the lease. Investment property held under an operating lease is recognised on Fortescue’s 
balance sheet at its fair value.

(x) Other Income
Other income comprises interest income on funds invested, dividend income, gains on the disposal of available-for-sale financial 
assets, changes in the fair value of financial assets at fair value through profit and loss, foreign currency gains, and gains on hedging 
instruments that are recognised in profit and loss. Interest income is recognised as it accrues, using the effective interest method. 
Where this interest income relates to project construction funds, the interest income is offset against interest expense and 
capitalized under development expenses. Dividend income is recognised on the date that Fortescue’s right to receive payment
is established, which in the case of quoted securities is the ex-dividend date.

(y) Finance Expenses
Finance expenses comprise interest expense on borrowings, unwinding of the discount on provisions, foreign currency losses, 
changes in fair value of financial assets at fair value through profit and loss, impairment losses recognised on financial assets, and 
losses on hedging instruments that are recognised in profit or loss. Borrowing costs are recognised in profit or loss using the 
effective interest method. Where borrowing costs are related to the construction of the Pilbara Iron Ore and Infrastructure 
Project, the costs are capitalised under development expenditure and amortised over the life of the project.

(z) Discontinued Operations
A discontinued operation is a component of Fortescue’s business that represents a separate major line of business or 
geographical area of operations that has been disposed of, or is held for sale, or is a subsidiary acquired exclusively with a view to 
resale. Classification as a discontinued operation occurs upon disposal or when the operation meets the criteria to be classified 
as held for sale, if earlier. When an operation is classified as a discontinued operation, the comparative income statement is 
restated as of the operation had been discontinued from the start of the comparative period.

(aa) Development Expenditure
Development expenditure costs include past exploration and evaluation costs, pre-production development costs, development 
excavation, development studies and other subsurface expenditure pertaining to that area of interest. Costs related to surface 
plant and equipment and any associated land and buildings are accounted for as property, plant and equipment.
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NOTE 3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The definition of an area of interest is the individual geological area where the presence of an ore field exists.

(i) Amortisation
Amortisation is not charged on costs carried forward in respect of areas of interest in the development phase until production 
commences. When production commences, carried forward development costs are amortised on a units of production basis 
over the life of economically recoverable reserves.

(bb) 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 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 investments in an equity instrument or a financial asset carried at cost prospectively from the date   
  that the Group first applied the measurement criteria of AASB 136 and AASB 139 respectively (i.e., 1 July 2004  
  and 1 July 2005, respectively).

	 •	 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.
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NOTE 3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
	 •	 AASB	2007-1	Amendments	to	Australian	Accounting	Standards	arising	from	AASB	Interpretation	II	amends	AASB		
  2 Share based Payments to insert the transitional provisions of IFRS 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  
  consolidated financial report. The potential impact on the Company has not yet been determined.

	 •	 Interpretation	12	Service Concession Arrangements addresses the accounting for service concession operators,   
  but not grantors, for public to private service concession arrangements.Interpretation12 will apply for the Group’s  
  2009 financial report. The potential effect of the interpretation on the financial report has not yet been   
  determined. At this time an entity must adopt the revised Interpretation 4 Determining when an arrangement   
  contains a lease and Interpretation 129 Service Concession Arrangements: Disclosures.

	 •	 AASB	2007-2	Amendments	to	Australian	Accounting	Standards	arising	from	AASB	Interpretation	12	makes		 	
  amendments to AASB 1 First-time Adoption of Australian Equivalents to International Financial Reporting   
  Standards, AASB 117 Leases, AASB 118 Revenue, AASB 120 Accounting for Government Grants and Disclosure   
  of Government Assistance, AASB 121 The Effects of Changes in Foreign Exchange Rates, AASB 127 Consolidated   
  and Separate Financial Statement, AASB 131 Interest in Joint Ventures, and AASB 139 Financial Instruments:   
  Recognition and Measurement. AASB 2007- 2 is applicable for annual reporting periods beginning on or after 1  
  January 2008 and must be applied at the same time as Interpretation 12 Service Concession Arrangements.

	 •	 AASB	2007-2	Amendments	to	Australian	Accounting	Standards	also	amends	references	to	“UIG	Interpretation”		
  to interpretations. This amending standard is applicable to annual reporting periods ending on or after 28   
  February 2007.

(cc) New Standards and Interpretations 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 have been applied in preparing this financial report:

	 •	 AASB	101	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. AASB 101 is applicable for annual reporting periods  
  beginning on or after 1 January 2007.

	 •	 AASB	2007-4	Amendments	to	Australian	Accounting	Standards	arising	from	ED	151	makes	amendments	to		 	
  AASB 1, 2, 3, 4,5,6,7, 102, 107, 108, 110, 112, 114,116, 117,118, 119, 120, 121,127, 128,129, 130, 131, 132,133,    
  134,136, 137, 138, 139,141, 1023 and 1038. Implements the proposals in ED 151: Australian additions to, and   
  Deletions from, IFRSs. Changes to 34 standards. Introduction of new accounting policy choices and removal of  
  various Australianspecific disclosure requirements (internationalising specific Australian treatments). Allows
  choice of reporting in cash flow statement from direct only to now include indirect, proportionate consolidation  
  now allowed for joint ventures, tax reconciliation can now be done on tax rate basis, and changes to accounting  
  for government grants. AASB 2007- 7 is applicable for annual reporting periods beginning on or after 1 January  
  2007.

	 •	 AASB	2007-7	Amendments	to	Australian	Accounting	Standards	AASB	1,	AASB	2,	AASB	4,	AASB	5,	AASB	107	and		
  AASB 128. Makes editorial amendments to six Standards, 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   
  beginning on or after 1 January 2007.
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NOTE 4. FINANCIAL RISK MANAGEMENT

Fortescue’s activities expose it to a variety of financial risks; market risk (including currency risk, fair value interest rate risk and 
price risk), credit risk, liquidity risk and cash flow interest rate risk. Fortescue’s overall risk management program focuses on the 
unpredictability of financial markets and seeks to minimise potential adverse effects on the financial performance of the Group. 
The Group uses derivative financial instruments such as interest rate swaps to hedge certain risk exposures.

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

The Group operates internationally and is exposed to foreign exchange risk arising from currency exposures to the US dollar 
(USD). The group has a partial natural hedge in the form of USD revenues offset by significant USD costs including borrowings, 
fuel and capital equipment.

(ii) Fair value interest rate risk Refer to (d) below.

(b) Credit risk
The Group has no significant concentrations of credit risk. The Group has policies in place to ensure that sales of products and 
services are made to customers with an appropriate credit history. Derivative counterparties and cash transactions are limited to 
high credit quality financial institutions.

(c) Liquidity risk
Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding through 
an adequate amount of committed credit facilities and the ability to close-out market positions.

(d) Cash flow and fair value interest rate risk
Currently, as the Group has no significant long term interest-bearing assets, the Group’s income and operating cash flows are not 
materially exposed to changes in market interest rates. 

All borrowings are either fixed rate interest or an interest rate swap is in place to fix the rate.
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NOTE 5. REVENUE Consolidated Company

2007
$ ’000

2006
$’000

2007
$’000

2006
$’000

Revenue from Discontinued Operations

Sales Revenue - 834 - -

NOTE 6. OTHER INCOME

Interest income on cash deposits 111,438 2,219 - 2,217

Interest income on close out of convertible notes - 9,452 - 9,452

Fair value gains on interest swaps 3,168 - - -

Net foreign exchange gain 220,647 159 - 159

Finance Income 335,253 11,830 - 11,828

Amount capitalised (111,438) - - -

223,815 11,830 - 11,828

NOTE 7. FINANCIAL EXPENSE

Fair value adjustment to Leucadia subordinated note (304,001) - - -

Interest expense - convertible notes - (6,543) - (6,543)

Interest expense on borrowings (288,332) - (2,254) - -

Net foreign exchange loss - - (274) -

(592,333) (6,543) (2,528) (6,543)

Amount capitalised 288,332 - 2,254 -

(304,001) (6,543) (274) (6,543)

NOTE 8. PERSONNEL EXPENSES

Wages and salaries, including superannuation 1,944 2,408 1,944 2,495

Other associated personnel expenses 3,078 344 3,078 338

Increase in liability for annual leave 966 371 966 347

Equity-settled transactions 1,807 1,254 1,807 1,254

7,795 4,377 7,795 4,434

NOTE 9. OTHER EXPENSES

Communication costs 318 268 318 248

Office rent 380 367 380 346

Travel costs 1,058 599 1,058 586

Insurance 973 295 973 295

ASX fees 323 66 323 66

Depreciation expense 2,687 710 2,687 709

Contractors and consultants 5,903 - 5,903  -

Legal fees 3,192 256 3,192 256

Other 764 84 764 80

15,598 2,645 15,598 2,586
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NOTE 10. DISCONTINUED OPERATION

(a) Description
At the Company’s Annual General Meeting held on 8 November 2005 members approved the de-merger of Allied Medical 
Limited through an “in specie” distribution of shares in Allied Medical Limited shares to Fortescue shareholders as at the record 
date of 23 November 2005. Financial information relating to the discontinued operation for the period to the date of demerger 
is set out below.

(b) Financial performance and cash flow information
The financial performance and cash flow information of Allied Medical Limited presented are for the five months ended 30 
November 2005 and the year ended 30 June 2005. Financial information is for the consolidated entity only as Allied Medical 
Limited was a 100% subsidiary of the Company.

Period ended

30 November 2005
$’000

30 June 2005
$’000

Revenue 834 1,714

Expenses (738) (1,742)

Profit/(Loss) before income tax 96 (28)

Income tax expense - -

Profit/(Loss) after income tax of discontinued operations 96 (28)

Profit/(Loss) on demerger of the subsidiary before income tax (507) -

Income tax expense - -

Profit/(Loss) on demerger of the subsidiary (507) -

Profit/(Loss) from discontinued operations (411) (28)

The net cashflows of the discontinuing operation which have

been incorporated into the statement of cash flows are as follows:

Net cash inflow/(outflow) from ordinary activities 20 (73)

Net cash inflow/(outflow) from investing activities - -

Net cash inflow/(outflow) from financing activities - -

Net cash from/(used in) discontinued operation 20 (73)
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NOTE 10. DISCONTINUED OPERATION (continued)

c) Carrying amounts of assets and liabilities
The carrying amounts of assets and liabilities as at 30 November 2005 and 30 June 2005.

30 November 2005
$’000

30 June 2005
$’000

Cash and cash equivalents 137 118

Trade receivables 376 318

Other receivables - 6

Inventories 59 137

Property, plant and equipment 5 6

Total assets 577 585

Trade creditors 37 165

Provision for employee benefits 33 9

Total liabilities 70 174

Net assets 507 411

(d) Details of the demerger of the division

Year ended

30 June 2007
$’000

30 June 2006
$’000

Consideration received or receivable:

Cash - -

Total disposal consideration - -

Carrying amount of net non-cash assets sold - (370)

Net cash lost on disposal - (137)

Loss on sale before income tax - (507)

Income tax expense - -

Loss on sale after income tax - (507)
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NOTE 11. INCOME TAX BENEFIT

Consolidated Company

2007
$’000

2006
$’000

2007
$’000

2006
$’000

(a) Income tax benefit

Current tax (61,314) (32,722) (41,707) (32,740)

Deferred tax 31,014 31,856 (66,855) 31,845

Benefit of prior year capital losses recouped in the current year - (102) - (102)

Tax losses recognised – current year (4,850) 968 (6,249) 997

Consolidation adjustment (see note 16) - - 102,236 -

(35,150) - (12,575) -

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

Loss before tax - continuing operations (103,579) (1,735) (23,667) (1,735)

Loss before tax - discontinuing operations - (411) - -

Loss before tax (103,579) (2,146) (23,667) (1,735)

Income tax benefit calculated at 30% (2006: 30%) (31,074) (644) (7,100) (520)

Sundry non-deductible/ (deductible) expenses 232 48 232 48

Share based payments 542 376 542 376

Research and development - (900) - (900)

Accounting loss on sale of operations - 152 - -

Taxable gain on sale of operations - 102 - 102

Deferred Tax Asset on temporary differences and tax losses not brought 
to account at balance date as realisation is not regarded as probable - 968 - 996

Benefits of tax losses and timing differences not previously brought to 
account (4,850) - (6,249) -

Benefit of prior year capital losses recouped in the current year - (102) - (102)

Income tax benefit for the year (35,150) - (12,575) -

Consolidated Company

2007
$’000

2006
$’000

2007
$’000

2006
$’000

(c) Deferred Tax Asset not brought to account

Tax losses – revenue - 16,163 - 20,829

Tax losses – capital 44,521 44,521 44,521 44,521

44,521 60,684 44,521 65,350 

Tax effect at 30% 13,356 18,205 13,356 19,605
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NOTE 12. CASH AND CASH EQUIVALENTS

Consolidated Company

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Cash on hand 20 5 20 5

Cash at bank 1,682,181 18,049 48,072 18,049

Cash and cash equivalents in the statement of cash flows 1,682,201 18,054 48,092 18,054

NOTE 12a. RECONCILIATION OF CASH FLOWS FROM OPERATING ACTIVITIES

Loss for the period (68,430) (2,146) (11,092) (1,735)

Depreciation 2,687 713 2,687 712

Profit on disposal of assets (21) - (21) -

Provision – employee entitlements 966 368 966 345

Equity-settled share based payment transactions 1,807 1,254 1,807 1,254

Interest expense - (2,909) - (2,909)

Fair value Adjustment on Interest Rate Swap (3,168) - - -

Fair value Adjustment Leucadia Note 304,001 - - -

Exploration, Development and AUC expenditure capitalised (1,338,553) (119,577) 178,248 (119,577)

Tax Benefit 35,150 12,575

Net unrealised (gain)/loss on foreign exchange (220,647) (159) 274 (159)

Operating profit/(loss) before changes in working capital (1,286,208) (122,456) 185,444 (122,069)

Changes in assets and liabilities during the year: 

Increase/ (decrease) in payables 79,154 6,805 (14,130) 6,932

(Increase) /decrease in financial assets 285 (320) 285 (320)

(Increase) /decrease in receivables and prepayments (192,196) (13,726) (377,203) (13,674)

(Increase) /decrease in inventory - 79 - -

(Increase)/decrease in net tax asset (35,150) - (114,811) -

Loss on sale of discontinued operations, net of tax -  507 - -

Net cash used in operating activities (1,434,115) (129,111) (320,415) (129,131)
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NOTE 13. TRADE AND OTHER RECEIVABLES

Consolidated Company

2007
$’000

2006
$’000

2007
$’000

2006
$’000

CURRENT

GST receivables 13,666 1,360 13,666 1,360

Security deposits 243,755 - 2,963 -

Intercompany receivables - - 358,677 4,666

Other receivables 112 13 112 13

257,533 1,373 375,418 6,039

NON-CURRENT

Loan receivable 2,438 2,402 2,438 2,402

Security deposits - 6,211 - 6,211

Term deposits - 5,710 - 5,710

Derivative held at fair value (note 32) 3,168 - - -

5,606 14,323 2,438 14,323

NOTE 14. FINANCIAL ASSETS

CURRENT

Listed investments 38 3 38 3

Trust accounts - 320 - 320

38 323 38 323

NON-CURRENT

Unquoted investments – at cost 1 26 1 26

1 26 1 26

Unquoted investments are available-for-sale assets.

NOTE 15. OTHER CURRENT ASSETS

Prepayments 1,283 161 1,283 161

1,283 161 1,283 161
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NOTE 16. DEFERRED TAX ASSETS AND LIABIITIES – NON CURRENT

In the 2007 financial year $16,162,550 (tax effect $4,849,000) of previously unrecognised Fortescue tax losses ($20,828,463 - tax 
effect $6,249,000 for the Company) were recognised as management considered it probable that future taxable profits will be 
available against which they can be utilised. Management revised its estimates following receiving funding to develop the Pilbara 
Iron Ore and Infrastructure Project.

Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:

Assets Liabilities Net

Consolidated
2007

$’000
2006

$’000
2007

$’000
2006

$’000
2007

$’000
2006

$’000

Exploration and evaluation - - (1,530) (48,442) (1,530) (48,442)

Development expenditure - - (60,551) (332) (60,551) (332)

Net unrealised foreign exchange gains - - (100,771) (782) (100,771) (782)

Borrowing costs - 4 (7,720) - (7,720) 4

Fair value adjustments on interest rate swap - - (950) - (950) -

Fair value adjustment on Leucadia note 91,200 - - - 91,200 -

Provisions 428 174 - - 428 174

Other items 195 145 (546) - (351) 145

Revenue tax losses 115,395 49,233 - - 115,395 49,233

Tax (assets) liabilities 207,218 49,556 (172,068) (49,556) 35,150 -

Set off of tax - (49,556) - 49,556 - -

Tax (assets) liabilities 207,218 - (172,068) - 35,150 -

Assets Liabilities Net

Company 
2007

$’000
2006

$’000
2007

$’000
2006

$’000
2007

$’000
2006

$’000

Revenue tax losses 115,395 47,833 - - 115,395 47,833

Provisions 428 174 - - 428 174

Exploration and evaluation - - - (47,042) - (47,042)

Development expenditure - - (295) (332) (295) (332)

Net unrealised foreign exchange gains - -  (911) (782) (911) (782)

Borrowing costs 3 4 - - 3 4

Other items 191 145 - - 191 145

Tax (assets)/liabilities 116,017 48,156 (1,206) (48,156) 114,811 -

Set off tax - (48,156) - 48,156 - -

Net tax (assets)/liabilities 116,017 - (1,206) - 114,811 -
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NOTE 16. DEFERRED TAX ASSETS AND LIABIITIES – NON CURRENT (continued)

Movement in temporary differences during the year

Consolidated

Balance 
1 July 05

$’000

Recognised 
in profit or 

loss
$’000

Recognised 
in equity

$’000

Balance 
30 June 06

$’000

Recognised 
in profit or 

loss
$’000

Recognised 
in equity

$’000

Balance 
30 June 07

$’000

Exploration and evaluation (19,001) (29,441) - (48,442) 46,912 - (1,530)

Development expenditure - (332) - (332) (60,219) - (60,551)

Net unrealised foreign exchange gains - (782) - (782) (99,989) - (100,771)

Borrowing costs - 4 - 4 (7,724) - (7,720)

Fair value adjustments on interest rate swap - - - - (950) - (950)

Fair value adjustment on Leucadia note - - - - 91,200 - 91,200

Provisions 73 101 - 174 254 - 428

Other items 145 - - 147 (498) - (351)

Revenue tax losses 18,783 30,450 - 49,232 66,163 - 115,395

Equity component on convertible notes (11,634) - 11,634 - - - -

(11,634) - 11,634 - 35,150 - 35,150

Company

Revenue tax losses 53,256 (5,423) - 47,833 67,563 - 115,396

Other items 145 - - 145 82 - 227

Provisions 73 101 - 174 254 - 428

Exploration and evaluation (53,474) 6,432 - (47,042) 47,042 - -

Development expenditure - (332) - (332) - - (332)

Net unrealised foreign exchange gains - (782) - (782) (129) - (911)

Borrowing costs - 4 - 4 (1) - 3

Equity component on convertible notes (11,634) - 11,634 - - - -

(11,634) - 11,634 - 114,811 - 114,811

Consolidation Adjustments

Consolidated Company

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Total increase/(reduction) to tax expense of company - - (102,236) -

Total increase/(decrease) to inter-company assets of company - - 102,236 -
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NOTE 17. EXPLORATION AND EVALUATION EXPENDITURE – NON CURRENT

Carrying amount at beginning of year 182,914 63,337 178,248 58,671

Expenditure 6,605 119,577 6,170 119,577

Transfers to development expenditure (184,418) - (184,418) -

Carrying amount at end of year 5,101 182,914 - 178,248

The ultimate recoupment of costs carried forward for exploration assets is dependent on the successful
development and commercial exploitation or sale of the respective areas.

NOTE 18. DEVELOPMENT EXPENDITURE – NON CURRENT

Consolidated Company

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Cost

Balance at beginning of year - - - -

Expenditure 502,806 - 502,826 -

Transfer from exploration 184,418 - 184,418 -

Transferred to subsidiaries - - (687,244) -

Balance at end of year 687,224 - - -

All expenditure for Port, Rail and Mine Development is included in Development Expenditure.

Amortisation of development expenditure is not recognised in the income statement until production commences.

NOTE 19. ACQUISTIONS

The following shelf companies were acquired during the financial year ended 30 June 2007:

	 •	 Karribi	Developments	Pty	Ltd,	incorporated	in	Australia,	100%	owned	by	Fortescue	Metals	Group	Ltd
	 •	 International	Bulk	Ports	Pty	Ltd,	incorporated	in	Australia,	100%	owned	by	Fortescue	Metals	Group	Ltd
	 •	 FMG	Magnetite	Pty	Ltd,	incorporated	in	Australia,	100%	owned	by	Fortescue	Metals	Group	Ltd
	 •	 FMG	North	Pilbara	Pty	Ltd,	incorporated	in	Australia,	100%	owned	by	Fortescue	Metals	Group	Ltd
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NOTE 20. CONSOLIDATED ENTITIES

Equity Holding
Cost to 

Company

Company Class of share
Country of 

Incorporation 
2007 

%
2006 

%
2007 

$
2006 

$

Parent Entity

Fortescue Metals Group Ltd Australia - - -

Controlled Entities

International Bulk Ports Pty Ltd Ordinary Australia 100 - 1 -

The Pilbara Infrastructure Pty Ltd @ Ordinary Australia 100 100 - 1

FMG Resources Pty Ltd Ordinary Australia 100 100 400 400

FMG Pilbara Pty Ltd Ordinary Australia 100 100 1 1

FMG Chichester Pty Ltd # Ordinary Australia 100 100 - -

FMG Finance Pty Ltd*  Ordinary Australia 100 100 - -

Pilbara Mining Alliance Pty Ltd Ordinary  Australia 100 100 1 -

Karribi Developments Pty Ltd Ordinary Australia 100 - 1 -

FMG Magnetite Pty Ltd Ordinary Australia 100 - 1 -

FMG North Pilbara Pty Ltd Ordinary Australia 100 - 1 -

406 402

@ The Pilbara infrastructure Pty Ltd is a subsidiary of International Bulk Ports Pty Ltd
# FMG Chichester Pty Ltd is a subsidiary of FMG Pilbara Pty Ltd
*FMG Finance Pty Ltd is a subsidiary of FMG Chichester Pty Ltd

NOTE 21. PROPERTY, PLANT AND EQUIPMENT – NON CURRENT

Consolidated Company

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Land and buildings – at cost 316 316 316 316

Accumulated depreciation (2) (1) (2) (1)

314 315 314 315

Plant and other office equipment – at cost 9,947 4,612 9,947 4,612

Accumulated depreciation (2,482) (1,056) (2,482) (1,056)

7,465 3,556 7,465 3,556

Motor vehicles – at cost 151 7 151 7

Accumulated depreciation (14) (4) (14) (4)

137 3 137 3

Computer equipment 2,305 - 2,305 -

Accumulated depreciation (1,225) - (1,225) -

1,080 - 1,080 -

Assets under construction1 829,142 - - -

Total property, plant and equipment 838,138 3,874 8,996 3,874
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NOTE 21. PROPERTY, PLANT AND EQUIPMENT – NON CURRENT (continued)

Consolidated Company

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Reconciliation of movements in carrying amounts

Land and Buildings

Carrying amount at beginning of year 315 115 315 115

Additions - 201 - 201

Depreciation (1) (1) (1) (1)

Carrying amount at end of year 314 315 314 315

Plant and other equipment

Carrying amount at beginning of year 3,556 1,051 3,556 1,045

Additions 5,371 3,215 5,371 3,215

Disposal (7) - (7)  -

Demerger of Allied Medical Limited assets - (5) - -

Depreciation (1,455) (705) (1,455) (704)

Carrying amount at end of year 7,465 3,556 7,465 3,556

Motor vehicles

Carrying amount at beginning of year 3 6 3 6

Additions 144 - 144 -

Disposal (4) - (4) -

Depreciation (6) (3) (6) (3)

Carrying amount at end of year 137 3 137 3

Computer equipment

Carrying amount at beginning of year - - - -

Additions 2,305 - 2,305 -

Depreciation (1,225) - (1,225) -

Carrying amount at end of year 1,080 - 1,080 -

Assets under construction 1

Carrying amount at beginning of year - - - -

Additions 829,142 - - -

Carrying amount at end of year 829,142 - - -

1 Assets under construction consist of Mine, Port and Rail Assets under construction as part of the Pilbara Iron Ore and
Infrastructure Project
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NOTE 22. INTANGIBLE ASSETS

Consolidated Company

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Software

Cost - - - -

Accumulated amortization and impairment - - - -

Opening Net book amount - - - -

Additions - acquisition 5,320 5,320

Amortisation charge - - - -

Closing net book amount 5,320 - 5,320 -

NOTE 23. TRADE AND OTHER PAYABLES

Consolidated Company

2007
$’000

2006
$’000

2007
$’000

2006
$’000

CURRENT

Trade payables 3 - 3 -

Other payables and accruals 66,243 16,674 2,541 16,674

66,246 16,674 2,544 16,674

NON-CURRENT

Deposits received 43,248 - - -

43,248 - - -

NOTE 24. INTEREST BEARING LOANS AND BORROWINGS

Consolidated Company

Note
2007
$’000

2006
$’000

2007
$’000

2006
$’000

CURRENT

Subordinated Loan Note (ii) 14,834 - - -

Senior Secured Notes (iii) 250,982 - - -

265,816 - - -

NON-CURRENT LIABILITIES

Syndicated Secured Loan (i) - 67,268 - 67,268

Subordinated Loan Note  (ii) 386,067 - - -

Senior Secured Notes (iii) 2,259,703 - - -

2,645,770 67,268 - 67,268
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NOTE 24. INTEREST BEARING LOANS AND BORROWINGS (continued)

The following borrowings (non-current and current) were issued and repaid during the financial year ended 30 June 2007 and 
30 June 2006.

Carrying amount

Note Currency

Nominal 
interest 

rate
Face value 
AUD $’000

Current 
AUD 
$’000

Noncurrent 
AUD $’000

Total AUD 
$’000

Year of 
Maturity 

Balance at 1 July

2006 (i) AUD - 67,268 67,268

New issues :

Syndicated Secured Loan (i) USD 117,827 - 129,867 129,867 2008

Subordinated loan note facility (ii) USD 15.00% 117,827 14,834 386,067 400,901 2019

Senior Secured Notes (iii) USD 10.62% 1,272,534 135,577 1,177,019 1,312,596 2016

Senior Secured Notes (iii) USD 10.00% 377,047 37,808 350,460 388,268 2013

Senior Secured Notes (iii) USD 9.00% 294,568 28,799 267,407 296,206 2011

Senior Secured Notes (iii) EUR 9.75% 499,129 48,798 464,817 513,615 2013

Repayments :

Syndicated Secured Loan (i) USD 176,741 - (197,135) (197,135) 2008

Balance at 30 June 2007 265,816 2,645,770 2,911,586

Balance at 1 July 2005 
Convertible notes (iv) - 67,720 67,720

New issues :

Syndicated Secured Loan (i) 58,914 - 67,268 67,268 2008

Repayments or conversions:

Convertible Notes - (67,720) (67,720)

Balance at 30 June 2006 - 67,268 67,268

i) Syndicated loan
The Company put in place during the previous financial year a US$200 million Syndicated Secured Loan Note facility with 
institutional investors. The facility was put in place to ensure the rapid development of its Pilbara Iron Ore and Infrastructure 
Project is maintained without compromising its capital raising process.

The key terms and conditions of the facility were:
•	 The	facility	term	was	2	years	subject	to	a	review	after	12	months;
•	 Pricing	is	based	on	a	competitive	margin	over	LIBOR;	and
•	 The	facility	was	secured	over	Fortescue’s	total	assets	per	the	consolidated	balance	sheet.

The Company had drawn down US$50 million as at 30 June 2006 and an additional US$100 million during the financial year 
ended 30 June 2007. This facility was repaid in full during the financial year ended 30 June 2007.

ii) Subordinated Loan Note (through its wholly owned subsidiary FMG Chichester Pty Ltd)
The Company put in place a US$100 million subordinated loan note facility with Leucadia National Corporation (“Leucadia”) 
during the financial year. A fair value adjustment for the amount of $304 million was made at inception to reflect the present 
value of the estimated future cashflows in the accounts in accordance with the accounting policy in note 3(p). No separable 
embedded derivative exists under this contract as it does not have a feature that meets the definition of a derivative under 
AASB 139.
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NOTE 24. INTEREST BEARING LOANS AND BORROWINGS (continued)

The key terms and conditions of the facility are:
•	 Interest	under	the	note	is	calculated	as	4%	of	the	revenue,	net	of	government	royalties,	from	the	sale	of	iron	ore	FOB		
 Port Hedland from the tenements of the Cloud Break and Christmas Creek areas only. Accordingly the interest is only  
 accrued and payable when Fortescue is in production and is only relevant to iron ore produced from these two   
 tenement areas for a period of 13 years from 18 August 2006; and
•	 The	note	is	unsecured	and	deeply	subordinated	to	any	secured	debt.	In	the	event	that	an	interest	payment	is	earned	but	
not payable due to secured lender restrictions, the amount unpaid will accrue interest at a market interest rate until payment is 
made.

iii) Senior Secured Notes
FMG Finance raised US$1,650 million in US dollar denominated and €315 million in Euro denominated Senior Secured Notes 
during the financial year to facilitate the construction and initial operation of the Pilbara Iron Ore and Infrastructure Project.

The key terms and conditions of the notes are:

•	 US$320	million	of	Senior	Secured	Notes	due	2013	bearing	interest	at	10.000%	per	annum	accruing	from	August	18,		 	
 2006. Interest is payable on March 1 and September 1 of each year, beginning on March 1, 2007.
•	 €315	million	of	Senior	Secured	Notes	due	2013	bearing	interest	at	9.750%	per	annum	accruing	from	August	18,	2006.		
 Interest is payable on March 1 and September 1 of each year, beginning on March 1, 2007.
•	 US$1,080	million	of	Senior	Secured	Notes	due	2016	bearing	interest	at	10.625%	per	annum	accruing	from	August	18,		
 2006. Interest is payable on March 1 and September 1 of each year, beginning on March 1, 2007.
•	 US$250	million	of	Senior	Secured	Notes	due	2011	bearing	interest	at	three-month	LIBOR	plus	4.000%	per	annum		 	
accruing from August 18, 2006. Interest is payable on March 1, June 1, September 1 and December 1 of each year,    
beginning on December 1, 2006.

Other key terms of the notes are:

•	 They	rank	pari	passu	in	right	of	payment	with	all	existing	and	future	senior	indebtedness.	They	are	secured	by,	among		 	
 other security documents, fixed and floating charges over the assets of FMG Finance Pty Ltd and the project-related   
 assets of FMG Chichester Pty Ltd, Pilbara Mining Alliance Pty Ltd and The Pilbara Infrastructure Pty Ltd (the “Project   
 Guarantors”), a charge, assignment or pledge over the bank accounts in which proceeds of the Senior Secured Notes   
 will be deposited, share mortgages over all the shares in the capital of the Project Guarantors and FMG Finance, a   
 featherweight charge over all of the assets and undertakings of Fortescue and mortgages of the real property leasehold  
 rights of the Project and the Project mining tenements.
•	 They	are	listed	on	the	Singapore	Exchange	Securities	Trading	Limited	(“the	SGX-ST”).

iv) Convertible Notes
During the year ended 30 June 2006 the Company exercised its option to convert the convertible notes into ordinary shares in 
the Company. The number of shares issued was 19,863,533.

July 2005
$’000

The convertible notes were accounted for as at 1 July 2005 as follows:

Face value of notes issued 103,590

Classified as equity securities (35,870)

67,720
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NOTE 25. EMPLOYEES

Consolidated Company

2007 2006 2007 2006

Average number of employees during the 
financial year 279 171 275 171

Note 32 provides details of employee benefits related to share based payments.

NOTE 26. ISSUED CAPITAL

A reconciliation of the movement in capital and reserves for the Company and Fortescue can be found in the Statement of 
Changes in Equity.

DATE Ordinary shares fully paid: Number of Shares Issue Price $’000

1 July 2005 Balance at beginning of financial year 217,822,928 98,500

IFRS Adjustments – Convertible Notes - - (26,241)

Equity-settled transactions 3,000 $5.21 -

Conversion of convertible notes (note 24 (iv)) 8,985,644 US$4.50 29,459

Conversion of convertible notes (note 24 (iv)) 10,877,888 US$6.00 49,099

30 June 2006 Balance at end of financial year 237,689,460 150,817

Equity-settled transactions - $5.21 16

Exercise of options 417,450 $2.67 1,082

Exercise of options 89,375 $5.69 509

Exercise of options 6,875 $7.03 48

Issued to Leucadia National Corporation 26,400,000 $14.93 394,270

Issue to Fengli 1,086,958 $27.62 30,023

Equity-settled transactions 2,000 $36.00 72

Tfr Option Expense from Reserve for -

Converted Options - 829

30 June 2007 Balance at end of financial year 265,687,743 577,666

Fully paid ordinary shares entitle the holder to participate in dividends and to one vote per share at meetings of the Company. 
Ordinary shares participate in the proceeds on winding up of the Company in proportion to the number of shares held.

Effective 1 July 1998, the Company Law Review Act abolished the concept of par value shares and the concept of authorised 
capital. Accordingly, the Company does not have authorised capital or par value in respect of its issued shares.

NOTE 27. RESERVES

(a) The share based payments reserve
The share based payments reserve records items recognised as expenses on valuation of employee share options.

(b) Asset revaluation reserve
The asset revaluation reserve records revaluations of non-current assets. Under certain circumstances dividends can be declared 
from this reserve.
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NOTE 28. EARNINGS PER SHARE

Basic earnings per share
The calculation of basic earnings per share at 30 June 2007 was based on the loss attributable to ordinary shareholders of 
$68,430,094 (2006: loss $2,146,000) and a weighted average number of ordinary shares outstanding during the financial year 
ended 30 June 2007 of 260,645,000 (2006: 223,452,000), calculated as follows:

Loss attributable to ordinary shares Consolidated

2007
$’000

2006
$’000

Net loss for continuing operations (68,430) (1,735)

Net loss for discontinued operations - (411)

Total net loss for the period (68,430) (2,146)

Consolidated

2007
‘000

2006
’000

Loss attributable to ordinary shareholders ($68,430) ($2,146)

Weighted average number of ordinary shares used in the calculation of

basic earnings per share 260,645 223,452

Basic earnings per share (in cents) (26.25) (0.96)

Earnings per share for continuing and discontinued operations 

Basic earnings per share Consolidated

2007 2006

From continuing operations (in cents) (26.25) (0.78)

From discontinuing operations (in cents) - (0.18)

For the financial year ended 30 June 2007, earnings per share for continuing and discontinued operations has been calculated 
using the same figures as earnings per share, except that the loss for the period used in the calculation is the loss relating to 
continuing operations of $68,430,094 (2006: loss $1,735,000) and the loss relating to discontinued operations of $Nil (2006: loss 
$411,000).

Diluted earnings per share
The Company’s potential ordinary shares, being its options granted, are not considered dilutive as the
conversion to these options would result in a decrease in the net loss per share.

NOTE 29. TOTAL EQUITY

Total equity for Fortescue is lower than that of the Company. This was created by the fair value adjustment of the Leucadia 
Subordinated Loan Note processed in FMG Chichester Pty Ltd in relation to the Leucadia Subordinated Loan Note.

It is not considered that this represents an impairment event as there will be significant profit generated upon commencement of 
production of the Pilbara Iron Ore and Infrastructure Project.
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NOTE 30. SEGMENT REPORTING

Segment information is presented in respect of Fortescue’s business and geographical segments. The primary format, business 
segments, is based on Fortescue’s management and internal reporting structure.

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated on a 
reasonable basis. Unallocated items comprise mainly income earning assets and revenue, interest-bearing loans, borrowings and 
expenses, and corporate assets and expenses.

Primary Reporting
Business Segments
In 2006 Fortescue had the following two business segments:
•	 Exploration,	evaluation	and	development	of	mineral	resources.
•	 Marketing	and	distribution	of	medical	products	throughout	Australia	and	New	Zealand.	This	business	was	demerged	in		
 November 2005.

In 2007 Fortescue is only involved in one business segment, the exploration, evaluation and development of mineral resources.

Secondary Reporting
Geographical Segments
Fortescue operated predominantly in the geographical location of Australia.
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NOTE 31. AUDITORS REMUNERATION

Consolidated Company

2007
$

2006
$

2007
$

2006
$

Audit services
Auditors of Fortescue

BDO Kendalls Audit & Assurance (WA) formerly BDO:

Auditing – the financial report 99,023 56,715 99,023 56,715

Other services
Auditors of Fortescue

BDO Consultants(WA):

Financial due diligence 63,179 107,261 63,179 107,261

162,202 163,976 162,202 163,976

NOTE 32. FINANCIAL INSTRUMENTS

(a) Instruments used by the group
Fortescue is party to derivative financial instruments in order to hedge exposure to fluctuations in interest rates.

(i) Interest rate swap contract
US$250 million of the Senior Secured Notes Facility is denominated in floating rate notes. It is policy to protect Fortescue 
from exposure to increasing interest rates. Accordingly Fortescue has entered into interest rate swap contracts under which it 
is obliged to receive interest at variable rates and to pay interest at fixed rates. The fixed interest rate is at 5% and the variable 
interest rate is based on 3 month LIBOR.

At 30 June 2007, the notional principal amount and period of expiry of the interest rate swap contract is as follows:

2007 2006

$’000 $’000

4 – 5 years 294,568 -

294,568 -

The contract requires settlement of net interest receivable or payable each 90 days. The settlement dates coincide with the dates 
on which interest is payable on the underlying Senior Secured Notes. The contracts are settled on a net basis.
The gain or loss from measuring the hedging instrument at fair value is recognised in the income statement immediately. In the 
year ended 30 June 2007 a gain of $3,167,947 was recognised.

All borrowings other than the Senior Secured Floating Rate Notes above are issued at fixed interest rates which minmises cash 
flow interest rate risk but exposes the group to fair value interest rate risk.

N OT E S  TO  T H E  F I N A N C I A L  S TAT E M E N T S
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NOTE 32. FINANCIAL INSTRUMENTS (continued)

(b) Credit Risk Exposures
Credit risk refers to the risk that the counterparty will default on its contractual obligations resulting in financial loss to Fortescue. 
Fortescue has adopted the policy of only dealing with credit worthy counterparties and obtaining sufficient collateral or other security 
where appropriate, as a means of mitigating the risk of financial loss from defaults. Fortescue measures credit risk on a fair value basis.

Fortescue does not have any significant credit risk exposure to any single counterparty or any group of counterparties having similar 
characteristics. The carrying amount of financial assets recorded in the financial statements, net of any provisions for losses,
represents Fortescue’s maximum exposure to credit risk without taking account of the value of any collateral or other security 
obtained.

(c) Interest Rate Risk

Effective interest rates and repricing analysis
In respect of income-earning financial assets and interest-bearing financial liabilities, the following tables indicate their effective interest 
rates at the reporting date and the periods in which they reprice.

2007
Consolidated Note

Effective 
interest 
rate %

6 months 
or less 
$’000

6-12 
months 
$’000

1-2 years 
$’000

2-5 years 
$’000

> 5 years 
$’000

Non 
interest 
bearing 
$’000

Total 
$’000

Cash and cash equivalents 10 5.32 1,682,181 - - - - 20 1,682,201

Other receivables 11 - - - - - - 13,779 13,779

Listed shares 12 - - - - - - 32 32

Prepayments 13 - - - - - - 1,283 1,283

Loan receivable 11 - - - - - - 2,438 2,438

Security deposits 11 5.20 243,755 - - - - - 243,755

Unquoted investments 12 - - - - - - 6 6

Derivative held at fair value 11 - - - - - - 3,168 3,168

Trade and other payables 20 - - - - - - (66,247) (66,247)

Senior secured loans 21 10.16 - (250,982) - (551,112) (1,708,591) - (2,510,685)

Subordinated loan note 
facility 21 15.00 - (14,834)  - (386,067) - - (400,901)

1,925,936 (265,816) - (937,179) (1,708,591) (45,521) (1,031,171)

Company
Cash and cash equivalents 10 5.63 116,700 - - - - 20 116,720

Other receivables 11 - - - - - - 13,779 13,779

Listed shares 12 - - - - - - 32 32

Prepayments 13 - - - - - - 1,283 1,283

Loan receivable 11 - - - - - - 2,438 2,438

Security deposits 11 - 243,745 - - - - - 243,745

Intercompany receivables 11 - - - - - - 1,246,206 1,246,206

Unquoted investments 12 - - - - - - 6 6

Trade and other payables 20 - - - - - - (61,805) (61,805)

Intercompany payable 20 - - - - - - (1,044,304) (1,044,304)

360,445 - - - - 157,655 518,100
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NOTE 32. FINANCIAL INSTRUMENTS (continued)

2006
Consolidated Note

Effective 
interest 
rate %

6 months 
or less 
$’000

6-12 
months 
$’000

1-2 years 
$’000

Non 
interest 
bearing 
$’000

Total 
$’000

Cash and cash equivalents 10 3.95 18,049 - - 5 18,054

Other receivables 11 - - - - 1,373 1,373

Listed shares 12 - - - - 3 3

Prepayments 13 - - - - 161 161

Loan receivable 11 - - - - 2,402 2,402

Security deposits 11 - - - - 6,211 6,211

Term deposits 11 3.95 - - 5,710 - 5,710

Trust accounts 12 - - - - 320 320

Unquoted investments 12 - - - - 26 26

Trade and other payables 20 - - - - (16,674) (16,674)

Syndicated loan 21 9.96 - - (67,268) - (67,268)

18,049 - (61,558) (6,173) (49,682)

Company

Cash and cash equivalents 10 3.95 18,049 - - 5 18,054

Other receivables 11 - - - - 1,373 1,373

Listed shares 12 - - - - 3 3

Prepayments 13 - - - - 161 161

Loan receivable 11 - - - - 2,402 2,402

Security deposits 11 - - - - 6,211 6,211

Term deposits 11 3.95 - - 5,710 - 5,710

Loans and advances – controlled entities 11 - - - - 4,666 4,666

Trust accounts 12 - - - - 320 320

Unquoted investments 12 - - - - 26 26

Trade and other payables 20 - - - - (16,674) (16,674)

Syndicated loan 21 9.96 - - (67,268) - (67,268)

18,049 - (61,558) (1,507) (45,016)

Fortescue has entered into interest rate swap contracts to protect against exposure to increasing interest rates in relation to the 
US$250 million Floating Rate Senior Secured Notes (see Note 32). All other borrowings are at fixed rates and the effect of a 
movement in interest rates would therefore be negligible.

Cash on deposit earning interest at 30 June 2007 was $1,926 million. Construction activities will consume a significant proportion 
of cash reserves in the coming 12 months. A movement in interest rates would therefore not have a material impact on forecast 
interest earnings.
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NOTE 32. FINANCIAL INSTRUMENTS (continued)

(d) Net Fair Value
The carrying amount of financial assets and financial liabilities recorded in the financial statements represents their respective net 
fair values, determined in accordance with the accounting policies disclosed in note 3 to the financial statements.

(e) Foreign currency risk
Fortescue is exposed to foreign currency risk on cash held, foreign currency loans and exploration and evaluation expenditure. 
The currency giving rise to this risk is primarily US dollars. Fortescue has not entered into any forward foreign exchange 
contracts as at 30 June 2007 and is currently fully exposed to foreign exchange risk.

NOTE 33. OPERATING LEASES

LEASES AS LESSEE
Non-cancellable operating lease rentals are payable as follows:

Consolidated Company

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Less than one year 4,942 965 4,942 965

Between one and five years 9,310 2,814 9,310 2,814

More than five years 149 277 149 277

14,401 4,056 14,401 4,056

Fortescue leases various offices and other premises under non-cancellable operating leases expiring within two to eight years. 
The leases have varying terms, escalation clauses and renewal rights. On renewal, the terms of the leases are renegotiated.

Fortescue also leases various motor vehicles, office equipment and plant and machinery under noncancellable operating leases. 
The lease have varying terms.

NOTE 34. COMMITMENTS

(a) Exploration Tenement Leases – Commitments for Expenditure.
In order to maintain current rights of tenure to exploration tenements, Fortescue is required to outlay lease rentals and to meet 
the minimum expenditure requirements of $4.0 million over the next financial year (2006: $7 million).

Financial commitments for subsequent periods are contingent upon future exploration results and can not be estimated. These 
obligations are subject to renegotiation upon expiry of the exploration leases or when application for a mining licence is made 
and have not been provided for in the accounts.

(b) Project Commitments
Commitments exist in relation to the project for up to $776.0 million (2006: $43.3 million) over the next financial year, being the 
current contracts and orders in relation to the construction of the Pilbara Iron Ore and Infrastructure project.

(c) Capital Commitments
As at 30 June 2007 Fortescue has commitments to capital expenditure contracted for at the reporting date but not recognized 
as liabilities for mobile mining equipment orders of $275.2 million (2006: nil) related to the development of its Pilbara Iron Ore 
and Infrastructure Project. The majority of this equipment is expected to be funded through operating leases.
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NOTE 35. KEY MANAGEMENT PERSONNEL DISCLOSURES

The following Directors and Officers were Key Management Personnel of Fortescue at any time during the reporting period and 
unless otherwise indicated were Key Management Personnel for the entire period:

Directors
The following persons were Directors of the Company during the financial year :

Chairman – Non-Executive
Mr Herb Elliott (appointed Chairman 16 March 2007)

Executive Directors
Mr Andrew Forrest, Chief Executive Officer
Mr Graeme Rowley, Executive Director New Business
Mr Russell Scrimshaw, Executive Director Commercial

Non-Executive Directors
Mr Gordon Toll (retired 17 May 2007)
Mr Ken Ambrecht
Mr Joseph Steinberg (appointed 18 August 2006)

Officers
Mr Alan Watling, Chief Operating Officer
Mr Christopher Catlow, Chief Financial Officer
Mr Peter Thomas, Project Cost Controller

All Key Management Personnel are employed by the Company.

Key management personnel compensation
The Key Management Personnel compensation included in ‘personnel expenses’ (see note 5) are as follows:

Consolidated Company

2007
$

2006
$

2007
$

2006
$

Short-term employee benefits 4,031,719 1,948,494 4,031,719 1,948,494

Other long term benefits - - - -

Post-employment benefits 279,990 160,837 279,990 160,837

Termination benefits - -  - -

Equity compensation benefits 335,479 253,096 335,479 253,096

4,647,188 2,362,427 4,647,188 2,362,427

The Company has taken advantage of the relief provided by Corporations Regulation 2M.6.04 and has transferred the Detailed 
Remuneration Disclosures to the Directors’ Report. The relevant information can be found in sections A-C of the Remuneration 
Report.

Balances above are recognised on a gross basis. Personnel expenses disclosed in note 5 are recognised net of salary recoveries.
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NOTE 35. KEY MANAGEMENT PERSONNEL DISCLOSURES (continued)

Individual Directors and executives compensation disclosures
Apart from the details disclosed in this note, no Director has entered into a material contract with the Company or Fortescue 
since the end of the previous financial year and there were no material contracts involving Directors’ interests existing at year-end.

Option over equity instruments
The movement during the reporting period in the number of options over ordinary shares in the Company held directly, 
indirectly or beneficially, by each key management person, including their related parties, is as follows:

2007
Held at 1 
July 2006

Granted as 
compensation Exercised

Other 
changes 

during the 
year

Balance at 
30 June 

2007

Vested 
during the 

year

Vested and 
exercisable at 
30 June 2007

Directors of Fortescue Metals Group Ltd

A Forrest - - - - - - -

G Rowley - - - - - - -

H Elliott - - - - - - -

R Scrimshaw - - - - - - -

K Ambrecht - - - - - - -

G Toll - - - - - - -

J Steinberg - - - - - - -

Other key management personnel

A Watling 200,000 - - - 200,000 50,000 100,000

C Catlow 100,000 - - - 100,000 25,000 25,000

P Thomas 215,000 - - - 215,000 53,750 101,250

515,000 - - - 515,000 128,750 226,250

2006
Held at 1 
July 2005

Granted as 
compensation Exercised

Other 
changes 

during the 
year

Balance at 
30 June 

2006

Vested 
during the 

year

Vested and 
exercisable at 
30 June 2006

Directors of Fortescue Metals Group Ltd

A Forrest - - - - - - -

G Rowley - - - - - - -

H Elliott - - - - - - -

R Scrimshaw - - - - - - -

K Ambrecht - - - - - - -

G Toll - - - - - - -

J Steinberg - - - - - - -

Other key management personnel

A Watling 200,000 - - - 200,000 50,000 50,000

C Catlow - 100,000 - - 100,000 - -

P Thomas 190,000 25,000 - - 215,000 47,500 47,500

J Tapp 100,000 40,000 - - 140,000 25,000 25,000

J Clout 150,000 30,000 - - 180,000 37,500 37,500

B Ramsey - 100,000 - - 100,000 - -

640,000 295,000 - - 935,000 160,000 160,000

N OT E S  TO  T H E  F I N A N C I A L  S TAT E M E N T S
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NOTE 35. KEY MANAGEMENT PERSONNEL DISCLOSURES (continued)

Movements in shares
The movement during the reporting period in the number of ordinary shares in the Company held directly, inadvertently or 
beneficially, by each Key Management Person, including their related parties, are set out below.

2007
Ordinary shares

Name Held at 1 July 
2006

Received on 
exercise of options

Purchases Sales Held at 30 June 
2007

Directors of Fortescue Metals Group Ltd

A Forrest 102,307,830 - - - 102,307,830

G Rowley 2,023,569 - - - 2,023,569

H Elliott 560,000 - - - 560,000

R Scrimshaw 1,077,600 - - (277,600) 800,000

K Ambrecht 750,000 - - (100,000) 650,000

G Toll 750,000 - - (750,000) -

J Steinberg - - 26,400,000 - 26,400,000

Other key management personnel

A Watling - - - - -

C Catlow 800,000 - - - 800,000

P Thomas 95,000 - - - 95,000

TOTAL 108,363,999 - 26,400,000 (1,127,600) 133,636,399

2006
Ordinary shares

Name Held at 1 July 
2005

Received on 
exercise of options

Purchases Sales Held at 30 June 
2006

Directors of Fortescue Metals Group Ltd

A Forrest 102,674,330 - - (366,500) 102,307,830

G Rowley 2,023,569 - - - 2,023,569

H Elliott 800,000 - - (250,000) 550,000

R Scrimshaw 1,077,600 - - - 1,077,600

K Ambrecht 750,000 - - - 750,000

G Toll 750,000 - - - 750,000

J Steinberg - - - - -

Other key management personnel

A Watling - - - - -

P Thomas 110,000 - - (15,000) 95,000

C Catlow 800,000 - - -  800,000

J Tapp - - - - -

J Clout 5,000 - - 70 (2,000) 3,070

B Ramsey - - 22,000 - 22,000

TOTAL 108,990,499 - 22,700 (633,500) 108,379,069
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NOTE 35. KEY MANAGEMENT PERSONNEL DISCLOSURES (continued)

Non-key	management	personnel	disclosures

Subsidiaries
Loans are made by the Company to wholly owned subsidiaries for capital purchases. Loans outstanding between the Company 
and its controlled entities have no fixed date of repayment and are non-interest bearing. During the financial year ended 30 June 
2007, such loans to subsidiaries totalled $358.7 million receivable (2006: $4.7 million) and $Nil payable (2006: $Nil). These loans 
have been recognised as current receivables and current payables.

NOTE 36. SHARE BASED PAYMENTS

Shareholders approved the implementation of the Fortescue Metals Group Incentive Option Scheme (“FMGIOS”) at the 2005 
AGM. The FMGOIS entitles key management personnel and senior employees to purchase shares in the Company. In accordance 
with these programmes options are exercisable at the market price of the shares at the date of grant.

Until the current financial year, the Company used the existing Fortescue Metal’s Group Incentive Option Scheme (“FMGIOS”) 
as an appropriate long-term incentive scheme. During the financial year the Board established a new incentive scheme as set 
out below that it believes provides a more appropriate reward scheme for staff participation rather than the FMGIOS. The 
FMGIOS is utilised where circumstances exist which lead the Directors to believe a grant of options under FMGIOS to be more 
appropriate, as may be the case with Key Management Personnel of the Company. The new LTIP was approved by shareholders 
at the November 2006 AGM.

Under the LTIP, participants are offered an award of rights to acquire ordinary shares in the Company (referred to here as 
“Performance Rights”). The offer of Performance Rights under the LTIP takes the form of a conditional entitlement to be issued 
shares in the Company for nil consideration at the end of the applicable performance period subject to the satisfaction of 
performance conditions. Unless the Board otherwise determines, where a participant is entitled to be issued shares under the 
LTIP, the Company will issue those shares to the participant.

Performance Rights become vested only if the performance condition is met. The vesting of the Performance Rights will be over 
a period that is consistent with the realisation of the long term strategic objectives of the Company as approved by the Board. 
Under the LTIP the minimum vesting period will be three (3) years and the maximum vesting period will be seven (7) years. Any 
Performance Rights not vested within seven years will lapse.

No share options or performance rights were issued during the current financial year. 

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

Grant date / employee entitled Number of 
instruments

Vesting conditions Contractual life of 
options

Option grant to key management in June 2005 2,000,000 Four years of service 5 years

Option grant to key management in January 2006 430,000 Four years of service 5 years

Option grant to key management in June 2006 500,000 Four years of service 5 years

Total share options 2,930,000

N OT E S  TO  T H E  F I N A N C I A L  S TAT E M E N T S
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NOTE 36. SHARE BASED PAYMENTS (continued)

The number and weighted average exercise prices of share options is as follows:

Weighted average 
exercise price 2007

Number of 
options 2007

Weighted average 
exercise price 2006

Number of 
options 2006

Outstanding at the beginning of the period $3.86 2,930,000 $2.67 2,000,000

Forfeited during the period - - - -

Exercised during the period $3.22 (509,325) - -

Granted during the period $8.45 140,000 $6.41 930,000

Outstanding at the end of the period $4.23 2,560,675 $3.86 2,930,000

Exercisable at the end of the period $3.55 1,078,992 $2.67 500,000

The options outstanding at 30 June 2007 have an exercise price in the range of $2.67 to $9.29 and a weighted average 
contractual life of 5 years.

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 Black-Scholes model. The 
contractual life of the option is used as an input into this model. 

The following factors and assumptions were used in determining the fair value of options on grant date:

Grant Date Expiry Date
Fair value 
per option

Exercise 
price

Price of 
shares 

on grant 
date

Expected 
volatility 1

Risk free 
interest rate

Dividend 
yield

1 June 2005 31 December 2009 $1.97 $2.67 $2.67 26.40% 5.75% -

25 January 2006 25 January 2011 $4.60 $5.69 $6.15 26.80% 5.13% -

1 June 2006 1 June 2011 $5.79 $7.03 $7.68 26.80% 5.75% -

2 October 2006 31 December 2009 $5.56 $8.22 $8.49 25.50% 5.75% -

9 October 2006 31 December 2009 $5.78 $8.78 $8.90 25.50% 5.75% -

28 October 2006 31 December 2009 $6.22 $9.29 $9.58 25.50% 5.75% -

1 Expected volatility is calculated using the AGSM risk measurement for the period.

Employee expenses

Note Consolidated The Company

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Share options granted in 2005- equity settled 892 983 892 983

Share options granted in 2006- equity settled 1,220 271 1,220 271

Share options granted in 2007- equity settled 155 - 155 -

Total expense recognised as employee costs 2,267 1,254 2,267 1,254
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NOTE 37. CONTINGENT LIABILITIES AND CONTINGENT ASSETS

Contingent liability
ASIC Proceedings
The Australian Securities and Investment Commission (“ASIC”) has commenced legal proceedings against Fortescue and its 
Chief Executive Officer in relation to market disclosure of certain agreements signed by the Company in 2004. The agreements 
in question relate to those signed with China Railway Engineering Corporation (“CREC”), China Harbour Engineering 
Corporation (“CHEC”) and China Metallurgical Construction (Group) Corporation (“MCC”).

The ASIC statement of claim alleges a breach by the Company and by the CEO of the continuous disclosure provisions of the 
Corporations Act under Section 674 and also a breach under Section 1041H relating to deceptive and misleading conduct. ASIC 
also alleges breach of Section 180 (1) against Mr Forrest for breach of director’s duties and is seeking to disqualify of Mr Forrest 
as a director.  ASIC is seeking civil penalties of up to $8,000,000 from the Company and $7,600,000 from the CEO and an order 
that he compensate Fortescue for any pecuniary penalty it may be required to pay.

Both the Company and the CEO Mr Andrew Forrest are vigorously contesting the charges. 

Cyclone Investigation
Fortescue deeply regrets the impact to the Pilbara project workforce of Cyclone George that passed through the Company’s 
Pilbara project on Friday 9 March 2007. The cyclone resulted in two fatalities.

The Company understands that a Coronial inquest and Worksafe investigation into the circumstances surrounding the fatalities 
have commenced but at this time there is insufficient information to quantify any potential damages resulting from this event.

BGC Writ of Summons
Fortescue reports that legal action and arbitration has been initiated by BGC Contracting pursuant to an alleged outstanding 
amount owing following the termination in May 2007 of the original Alliance Agreement. As advised following the cyclones in 
March, Fortescue restructured the rail earthworks program to include two new contractors. As part of the restructure, the BGC 
Alliance Agreement was terminated and BGC was reengaged under a cost plus arrangement which is working to the mutual 
satisfaction of both parties. The total amount being disputed under the Alliance termination is approximately $20 million which 
relates to direct costs and a profit margin payment. Fortescue is contesting the disputed amount claimed and hopes that it
will be resolved promptly.

Contingent asset
Payroll tax assessment
A payroll tax assessment for the amount of $1,495,989 was received from the State Revenue Department relating to options 
issued to The Metals Group Pty Ltd in 2003. Although disputed, the Company has paid this in full but has lodged an objection to 
the assessment.

NOTE 38. SUBSEQUENT EVENTS

On 18 July 2007 the Company issued 14,000,000 shares at $A36 per share to raise A$504,000,000. The raised will be used to 
provide additional liquidity and allow the first phase of the Pilbara Iron Ore and Infrastructure Project to be optimised.

Other than the matters discussed above, there has not arisen in the interval between the end of the financial year and the 
date of this report any item, transaction or event of a material and unusual nature likely, in the opinion of the Directors of the 
Company, to affect significantly the operations of the Company, the results of those operations or the state of affairs of the 
Company in future financial years.

D I R E C TO R ’ S  D E C L A R AT I O N
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NOTE 39. DEED OF CROSS GUARANTEE

Fortescue Metals Group Ltd and all its controlled entities are parties to a deed of cross guarantee under which each company 
guarantees the debts of the others:

Holding Entity
	 •	 	Fortescue	Metals	Group	Ltd

Group Entities
	 •	 FMG	Pilbara	Pty	Ltd
	 •	 FMG	Chichester	Pty	Ltd
	 •	 FMG	Finance	Pty	Ltd
	 •	 FMG	Magnetite	Pty	Ltd
	 •	 FMG	North	Pilbara	Pty	Ltd
	 •	 Pilbara	Mining	Alliance	Pty	Ltd
	 •	 Karribi	Developments	Pty	Ltd
	 •	 FMG	Resources	Pty	Ltd
	 •	 International	Bulk	Ports	Pty	Ltd
	 •	 The	Pilbara	Infrastructure	Pty	Ltd

By entering into the deed, the wholly-owned entities have been relieved from the requirement to prepare a financial report and 
Directors’ Report under Class Order 98/1418 (as amended) issued by the Australian Securities and Investments Commission.

a) Consolidated income statement and a summary of movements in consolidated retained profits
The ‘Closed Group’ represented by the above companies is the same as the consolidated group, and as there are no other 
parties to the Deed of Cross Guarantee that are controlled by the Company, they also represent the ‘Extended Closed Group’.

The income statement and summary movements in consolidated retained profits for the year ended 30 June 2007 along with 
the consolidated balance sheet as at 30 June 2007 for the Closed Group is the same as that of the consolidated group.
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FORTESCUE METALS GROUP LTD AND ITS CONTROLLED ENTITIES
ACN 002 594 872

Directors’ declaration

In the Directors’ opinion:

(a) the financial statements and notes set out on pages 22 to 69, are in accordance with the Corporations Act 2001,   
 including:

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

 (ii) giving a true and fair view of the Company’s and the consolidated entity’s financial position as at 30 June 2007 and  
  of their performance, for the financial year ended on that date; and

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

(c) the audited remuneration disclosures that are contained in the Remuneration report in the
 Directors’ report comply with Australian Accounting Standard AASB 124 Related Party Disclosures and the Corporations  
 Regulations 2001; and

(d) at the date of this declaration, there are reasonable grounds to believe that the members of the Extended Closed Group  
 identified in note 39, which is identical to the consolidated group, will be able to meet any obligations or liabilities to   
 which they are, or may become, subject by virtue of the deed of cross guarantee described in note 39.

The Directors have been given the declarations by the Chief Executive Officer and Chief Financial Officer required by Section 
295A of the Corporations Act 2001. 

Dated at Perth this 24th day of August 2007.

This declaration is made in accordance with a resolution of the Directors:

_______________________
Mr Herb Elliott
Chairman
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Page 73 

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

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

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

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

Independence 

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

The independence declaration given to the directors in accordance with section 307C would be 
in the same terms if it had been given at the date of this report.  

Audit Opinion 

In our opinion: 

(1) the financial report of Fortescue Metals Group Limited is in accordance with: 

  (a) the Corporations Act 2001, including: 

(i) giving a true and fair view of the company’s and consolidated entity’s 
financial position as at 30 June 2007 and of its performance for the year 
ended on that date; and 

(ii) complying with Accounting Standards in Australia and the Corporations 
Regulations 2001; and 

(b) other mandatory financial reporting requirements in Australia; and 

(2)  the compensation disclosures that are contained in pages 8 to 18 of the directors’ 
report comply with Accounting Standard AASB 124. 

BDO Kendalls Audit & Assurance (WA) (formerly BDO) 

BG McVeigh 
Partner 

Perth, Western Australia 
Dated this 24th day of August 2007 
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Top 20 Holders of ORDINARY SHARES (GROUPED)

*G1 / ORDINARY SHARES (GROUPED)
Information as at 24 September 2007

Rank Name Units
% of Issued 

Capital
1 THE METAL GROUP PTY LTD 102,307,830 36.56

2 ANZ NOMINEES LIMITED -CASH INCOME A/C 30,678,419 10.96

3 LUK-FORTESCUE LLC C/-CORINNE MAKI 27,798,600 10.22

4 CITICORP NOMINEES PTY LIMITED 27,493,006 9.82

5 NATIONAL NOMINEES LIMITED 18,854,033 6.74 

6 EMICHROME PTY LTD 13,466,831 4.81

7 J P MORGAN NOMINEES AUSTRALIA LIMITED 7,629,663 2.73

8 FENGLI GROUP CO LTD 7,000,000 2.50

9 HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED-GSI ECSA 5,982,147 2.14

10 HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED 5,924,401 2.12

11 MR WILLIAM GRAEME ROWLEY 2,023,569 0.72

12 HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED - A/C 2 1,403,761 0.50

13 HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED-GSCO ECSA 1,238,199 0.44

14 HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED-GSCO ECA 1,125,049 0.42

15 WWB INvESTMENTS PTY LTD C/- LIFEFX PTY LTD 1,147,840 0.41

16 MOSTIA DION NOMINEES PTY LTD 1,000,000 0.36

17 JOHN CUNNINGHAM & ASSOCIATES PTY LIMITED
-JOHN CUNNINGHAM PENSION A/C 960,000 0.34

18 COGENT NOMINEES PTY LIMITED 833,403 0.30

19 MR CHRISTOPHER JAMES CATLOW 800,000 0.29

20 MR KENNETH CHARLES AMBRECHT 650,000 0.23

Total 258,360,093 92.32

Range of Shares
*G1 / ORDINARY SHARES (GROUPED)

Range Total Holders Units % Issued Capital
1 - 1,000 4,048 1,595,915 0.57

1,001 - 5,000 1,097 2,743,421 0.98

5,001 - 10,000 226 1,776,410 0.63

10,001 - 100,000 218 6,536,866 2.34

100,001 - 9,999,999,999 62 267,185,180 95.48

Rounding 0.00 0.00

Total 5,651 279,837,792 100.00

Unmarketable Parcels
Minimum parcel size Holders Units

Minimum $ 500.00 parcel at $ 34.00 per unit 15 44 200 

Substantial Shareholder

Substantial Shareholder Total Shares Percentage of Total Shares Notice
Magnitogorsk Iron and Steel Works 15,036,000 5.37% 22 August 07

Harbert Management Corporation 43,726,493 15.71% 2 July 07

LUK- Fortescue LLG 27,798,600 9.93% 22 August 06

The Metal Group Pty Ltd 102,307,830 36.56% 21 January 05
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Granted, FMG Chichester Pty Ltd, 100% over all minerals

E 45/2497 E 45/2498 E 45/2499 E 45/2593 E 45/2651 E 45/2652

E 45/2708 E 46/413 E 46/467 E 46/516 E 46/518 E 46/519

E 46/567 E 46/568 E 46/569 E 46/590 E 46/595 E 46/600

E 46/601 E 46/610 E 46/611 E 46/612 E 46/623 E 46/675

M 45/1082 E 47/1434 M 45/1083 M 45/1084 M 45/1085 M 45/1086

M 45/1087 M 45/1088 M 45/1089 M 45/1090 M 45/1091 M 45/1092

M 45/1093 M 45/1094 M 45/1102 M 45/1103 M 45/1104 M 45/1105

M 45/1106 M 45/1107 M 45/1124 M 45/1125 M 45/1126 M 45/1127

M 45/1128 M 45/1141 M 46/292 M 46/293 M 46/314 M 46/315

M 46/316 M 46/317 M 46/318 M 46/319 M 46/320 M 46/321

M 46/322 M 46/323 M 46/324 M 46/325 M 46/326 M 46/327

M 46/328 M 46/329 M 46/330 M 46/331 M 46/332 M 46/333

M 46/334 M 46/335 M 46/336 M 46/337 M 46/338 M 46/339

M 46/340 M 46/341 M 46/342 M 46/343 M 46/344 M 46/345

M 46/346 M 46/347 M 46/348 M 46/349 M 46/350 M 46/351

M 46/352 M 46/353 M 46/354 M 46/355 M 46/356 M 46/357

M 46/410 M 46/411 M 46/415 M 46/416 M 46/417 M 46/418

M 46/419 M 46/420 M 46/421 M 46/422 M 46/450 M 46/453

P 46/1509 P 46/1510 P 46/1511 P 46/1512 P 46/1513

Application, FMG Chichester Pty Ltd, 100% over all minerals

E 46/664 E 46/666 E 46/721 M 45/1138 M 45/1139 M 45/1140

M 45/1142 M 45/1147 M 45/1148 M 45/1149 M 45/1150 M 46/401

M 46/402 M 46/403 M 46/404 M 46/405 M 46/406 M 46/407

M 46/408 M 46/409 M 46/412 M 46/413 M 46/414 M 46/423

M 46/424 M 46/449 M 46/451 M 46/452 M 46/454 M46/474

M46/475 M46/476

Application, FMG North Pilbara Pty Ltd, 100% over all minerals

E 45/3084

Granted, FMG Pilbara Pty Ltd, 100% over all minerals

E 08/1547 E 08/1549 E 45/2707 E 45/2709 E 45/2712, E 45/2713

E 45/2714 E 45/2737 E 45/2748 E 45/2749 E 45/2770 E 46/517

E 46/621 E 46/622 E 47/1155 E 47/1372 E 47/1373 E 47/1436

E 47/1447 E 47/1448 E 47/1524 E 52/1779 G 45/275 P 47/1252

P 47/1253 P46/1593

Application, FMG Pilbara Pty Ltd, 100% over all minerals

E 08/1432 E 08/1439 E 08/1440 E 08/1481 E 08/1548 E 08/1550

E 08/1585 E 08/1623 E 08/1624 E 08/1626 E 08/1627 E 08/1628

E 08/1629 E 08/1630 E 08/1631 E 08/1632 E 08/1633 E 08/1714

E 08/1715 E 08/1741 E 08/1760 E 08/1761 E 08/1762 E 08/1814

E 08/1816 E 08/1831 E 45/2840 E 45/2841 E 45/2842 E 45/2843

E 45/2844 E 45/2845 E 45/2846 E 45/2847 E 45/2848 E 45/2849

E 45/2850 E 45/2851 E 45/2852 E 45/2853 E 45/2854 E 45/2855

E 45/2856 E 45/2857 E 45/2858 E 45/2859 E 45/2860 E 45/2861

E 45/2862 E 45/2863 E 45/2864 E 45/2865 E 45/2866 E 45/2867

E 45/2870 E 45/2919 E 45/2920 E 45/2945 E 45/2946 E 45/2970

E 45/2971 E 45/2972 E 45/2973 E 46/694 E 46/695 E 46/696

E 46/697 E 46/698 E 46/699 E 46/700 E 46/701 E 46/702

E 46/703 E 46/704 E 46/705 E 46/706 E 46/707 E 46/708

E 46/711 E 46/715 E 46/716 E 46/722 E 46/724 E 46/725

E 46/726 E 46/727 E 46/728 E 46/729 E 46/735 E 46/741

E 46/743 E 47/1342 E 47/1343 E 47/1349 E 47/1351 E 47/1352

E 47/1355 E 47/1357 E 47/1361 E 47/1363 E 47/1370 E 47/1375

E 47/1383 E 47/1384 E 47/1387 E 47/1388 E 47/1395 E 47/1396

E 47/1397 E 47/1398 E 47/1399 E 47/1404 E 47/1419 E 47/1420

E 47/1423 E 47/1433 E 47/1435 E 47/1440 E 47/1442 E 47/1446

E 47/1449 E 47/1453 E 47/1460 E 47/1500 E 47/1523 E 47/1532

E 47/1533 E 47/1535 E 47/1543 E 47/1549 E 47/1578 E 47/1579

E 47/1581 E 47/1616 E 47/1623 E 47/1651 E 47/1652 E 47/1653
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E 47/1654 E 47/1655 E 47/1656 E 47/1657 E 47/1658 E 47/1659

E 47/1660 E 47/1661 E 47/1662 E 47/1663 E 47/1664 E 47/1665

E 47/1666 E 47/1667 E 47/1668 E 47/1669 E 47/1670 E 47/1671

E 47/1672 E 47/1673 E 47/1674 E 47/1675 E 47/1676 E 47/1677 

E 47/1678 E 47/1679 E 47/1680 E 47/1681 E 47/1682 E 47/1684

E 47/1685 E 47/1686 E 47/1687 E 47/1688 E 47/1702 E 47/1703

E 47/1728 E 47/1734 E 47/1735 E 47/1741 E 47/1761 E 47/1762

E 47/1763 E 47/1764 E 47/1768 E 47/1771 E 47/1772 E 47/1773

E 47/1805 E 47/1808 E 47/1809 E 47/1818 E 47/1826 E 47/1827

E 52/1788 E 52/1789 E 52/1790 E 52/1937 E 52/1977 E 52/1984

E 52/2007 E 52/2034 E 52/2035 E 52/2113 E 52/2114 E47/1690

M 47/1404 P 08/531 P 08/532 P 47/1198 P 47/1199 P 47/1210

P 47/1211 P 47/1237 P 47/1255 P 47/1256 P 47/1257 P 47/1261

P 47/1262 P 47/1270 P 47/1278 P 47/1279 P 47/1286 P 47/1287

P 47/1304 P 47/1305 P 47/1306 P 47/1307 P 47/1308 P 47/1309

P 47/1315 P 47/1390 P 47/1393 P 47/1394 P 47/1395 P 47/1396

P 47/1397 P 47/1398 P 47/1399 P 47/1400 P 47/1401 P 47/1402

P 47/1403 P 47/1404 P 47/1405 P 47/1406 P 47/1407 P 47/1408

P 47/1409 P 47/1410 P 47/1411 P 47/1412 P47/1269 P47/1280

P47/1281 P47/1282 P47/1283 P47/1284 P47/1285

Application, FMG Resources Pty Ltd, 100% over all minerals

E 04/1534 E 04/1535 E 04/1536 E 04/1537 E 04/1538 E 04/1539

E 51/1158 E 51/1159 E 51/1165 E 51/1166 E 52/1945 E 52/1946

E 52/1947 E 59/1267 E 59/1275 E 59/1279 E 59/1360

Granted, Fortescue Metals Group Ltd, 100% over all minerals

E 47/1320 E 47/1333 E 47/1334

Application, Fortescue Metals Group Ltd, 100% over all minerals

E 47/1290 E 47/1299 E 47/1300 E 47/1301 E 47/1302 E 47/1319

E 77/1385 P 47/1172 P 47/1173 P 47/1174 P 47/1175 P 47/1176, 

P 47/1177 P 47/1178 P 47/1179 P 47/1180

Granted, Cullen Exploration Pty Ltd, FMG Chichester Pty Ltd has rights to 51% of iron ore only

E 08/1393 E 47/1154 E 47/1649 E 47/1650 E52/1667

Granted, Flinders Diamonds Ltd, FMG Chichester Pty Ltd has rights to 100% of iron ore only

E 47/1306

Granted, Prenti Exploration Pty Ltd & Flinders Diamonds Ltd, FMG Chichester Pty 
Ltd has rights to 100% over iron ore only

E 47/1011 E 47/1016

Application, Prenti Exploration Pty Ltd & Flinders Diamonds Ltd, FMG Chichester 
Pty Ltd has rights to 100% over iron ore only

M 47/663 M 47/664 M 47/665 M 47/666 M 47/667 M 47/668

M 47/669 M 47/670 M 47/671 M 47/672

Granted, Derek Ammon, FMG Chichester Pty Ltd has rights to 40% over all minerals

E 47/1140

Granted, Pilbara Iron Ore Pty Ltd, FMG Chichester Pty Ltd has rights to 50% over all minerals 

E 47/1191 E 47/1192 E 47/1224 E 47/1225 E 47/1235 E 47/1380

P 47/1156

Application, Pilbara Iron Ore Pty Ltd, FMG Chichester Pty Ltd has rights to 50% over all minerals

P 47/1414

Application, Derek Ammon, FMG Chichester Pty Ltd has rights to 40% over all minerals

M 47/583

Application, Pilbara Iron Ore Pty Ltd, FMG Chichester Pty Ltd has rights to 50% over all minerals

M 47/580 M 47/581 M 47/582

Granted, Poondano Exploration Pty Ltd, FMG Chichester Pty Ltd has rights to 100% over all minerals

E 47/1390 E 47/1391 E 47/1392 E 47/1393 E 47/1455 E 47/1479

E 47/1480 E 52/1759 E 52/1760

Granted, Maincoast Pty Ltd, FMG Chichester Pty Ltd has rights to 100% over all minerals

E 45/2510 E 45/2535

Application, Maincoast Pty Ltd, FMG Chichester Pty Ltd has rights to 100% over all minerals

E 47/1461 E 70/2596

Granted, Talisman Mining Ltd, FMG Chichester Pty Ltd has rights to 100% over iron ore only

E 47/1136 E 47/1194 E 47/1195 E 47/1196
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