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Titanium Resources Group Limited  

Preliminary Results 
 
 
May 14, 2008: Titanium Resources Group (ñTRGò or ñthe Companyò) announces 
preliminary results for the year ended 31 December, 2007.  
 

Highlights 
 

 Sales of US$67.8 million in the year (year ended 31 December 2006: US$51.3 
million) 

 Loss before interest, tax, depreciation, amortisation and exceptional items of 
US$0.3 million (year ended 31 December 2006: profit of US$8.3 million)  

 Loss before taxation US$17 million (year ended 31 December 2006: loss of 
US$1.5 million) 

 Rutile production up by 12% to 82,530 tonnes (2006, 73,802 tonnes) 

 Ilmenite production up by 14% to 15,750 tonnes (2006, 13,819 tonnes) 

 Bauxite production up by 9% to 1,168,141 tonnes (2006, 1,072,159 tonnes) 

 Completed construction and commissioning of Dredge D2 

 Imported and commenced installation of major components for the Mineral 
Separation Plant 

 Imported all major components for 30MW HFO fired Power Station and 
commenced its construction 

 Completed design and imported all the structural elements for Dredge D3: 
commissioning is expected in early 2009 

 Commenced feasibility study on dry mining project to supplement dredge feed to 
expanded Mineral Separation Plant 

Commenting on the results, TRG Chief Executive Len Comerford said: 
ñDuring the last twelve months, the Company has been highly active on all fronts: with 
good progress made towards extending existing reserves, a doubling of rutile 
production capacity and improvements in operational efficiencies. 
 
Despite the difficulties associated with the substantial operational improvements which 
have been our focus over the year, the transformation of our business is now largely 
complete.  Our markets remain robust and the new Government of Sierra Leone has 
acknowledged the Companyôs determination to ensure that we have the skills to match 
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the potential of the countryôs resources and to cope with the competitive pressures in 
the global mining industry.   
 
Production of the Companyôs key minerals increased in the year, with rutile production 
up by 12%, ilmenite production up by 14% and bauxite production up by 9%.  
Production from the Sierra Rutile mine is now at a level which covers both corporate 
and operating overheads and this is set to continue and improve over the remainder of 
the current financial year.ò 
 
For further information  
 
Titanium Resources Group  
Len Comerford, Chief Executive 
Walter Kansteiner, Non-executive Chairman  
Tel: +44 (0) 207 321 0000  
 
Nominated Advisor 
David Nabarro  
Nabarro Wells & Co. Limited  
Telephone: +44 (0)207 634 4705 
 
Aura Financial  
Michael Oke  
Andy Mills Tel: +44 (0) 207 321 0000 
 

Chief Executiveôs Review 
 
Despite the difficulties associated with the substantial operational improvements which 
have been our focus over the year, the transformation of our business is now largely 
complete.  Our markets remain robust and the new Government of Sierra Leone has 
acknowledged the Companyôs determination to ensure that we have the skills to match 
the potential of the countryôs resources and to cope with the competitive pressures in 
the global mining industry.   
 
During the last twelve months, the Company has been highly active on all fronts: with 
good progress made towards extending existing reserves, a doubling of rutile 
production capacity and improvements in operational efficiencies.  In addition, the 
Company is also considering its options with regards to its non-core operations.  
 
In total, we spent US$57 million of expansionary capital expenditure on our operations 
during the year, an increase of 54% on the previous year.  In May 2007, we raised 
£17.6 million via a placing of shares to support this investment in our operations.  
 
Production of the Companyôs key minerals increased in the year, with rutile production 
up by 12%, ilmenite production up by 14% and bauxite production up by 9%.  
Production from the Sierra Rutile mine is now at a level which covers both corporate 
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and operating overheads and this is set to continue and improve over the remainder of 
the current financial year. 
 
We have also announced a number of Board changes during the year and I am 
delighted to welcome the new appointees to the Board. 
 
Production 
 
The Sierra Rutile mine produced 82,530 tonnes of rutile and, 15,750 tonnes of high TiO2 

ilmenite in the year.  In addition, we produced 1,168,141 tonnes of bauxite from the 
Sierra Minerals mine, slightly below the mines historic production capacity of 1.2 million 
tonnes per annum.  This result was achieved despite power shortages in the first six 
months of 2007 which were then resolved such that production for the second half of 
2007 remained steady. 
 
Work to upgrade the land plant at Sierra Rutile has progressed well and the plant now 
has the capacity to process the increased production from Dredges D1 and D2 whilst 
also providing improved rutile recovery. 
 
Although Dredge D2 commenced production on schedule in January 2008, after the end 
of the year we experienced reliability problems with the dredge which negatively 
impacted production and resulted in increased costs on a per tonne basis.  This was 
due to the failure of a number of its components.  However, following rapid remedial 
action we alleviated the problem and first shipments of product from Dredge D2 were 
made in the first quarter of 2008 as planned.  
 
Operations at the port of Nitti ran smoothly throughout the year, with no major 
problems. Operating our own port has meant that the mines have been very successful 
in minimising port and demurrage costs which are a major concern to the industry as a 
whole.  Following ongoing work to upgrade the marine fleet at Nitti we will be able to 
further reduce demurrage costs in the year ahead. 
  
Progress on the development of Dredge D3 has been less positive.  We are currently 
re-evaluating the programme for the construction of the dredge and our dredge building 
team is now fully focused on developing the project as rapidly as possible.  The results 
of this re-evaluation will be completed shortly and once an accurate commissioning date 
has been determined we will inform investors.  At this stage we expect to commission 
Dredge D3 in early 2009. 
 
We are particularly excited by the prospects for introducing dry mining at Sierra Rutile 
following the successful completion of a feasibility study in the year.  Dry mining will 
enable us to mine a number of high grade deposits more efficiently and at lower cost 
than by dredging, whilst also giving us increased options in relation to the blending of 
product.  
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Other major projects underway during the year have included upgrades to rutile storage 
facilities, the completion of all preparation works on the Lanti South Deposit which will 
be mined by Dredge D1 shortly and the completion of a feasibility study on a zircon 
upgrade plant.    
 
 
 
Financials 
 
The Company generated sales of US$67.8 million in the year, representing an increase 
of 32.2% on the prior year. Attributable losses before taxation of US$17 million (2006 
US$1.5 million) resulted in part from a shortfall in production which led to a reduction in 
planned sales by US$9 million and which was compounded by an increase in fuel costs 
of US$3 million.  Costs were also impacted by unrealised foreign exchange losses of 
just over US$3 million arising on retranslation of the Euro denominated European Union 
loan and increased operating costs at our bauxite operation of just under US$ 4 million. 
 
The Company also used US$57 million of cash in investing activities during the year, 
mainly in the acquisition of property, plant and equipment underlining our commitment 
to expand and develop our operations. This sum principally relates to expenditures on 
Dredge D2 and D3, the upgrading of the land plant and the construction of the new 
power station at Sierra Rutile.  
 
 
Cost Structure 
 
Although prices for our rutile products increased during the year, we have, like other 
mining companies, seen a rise in the operating costs, including fuel costs.  In order to 
ensure that Sierra Rutile becomes the largest lowest-cost producer in the world, we are 
continuing to invest in certain key capital assets, in particular our Heavy Fuel Oil 
(ñHFOò) power station.  The construction of this new power station is a crucial element 
in reducing production costs on site.  There is no mains power available to us and with 
diesel prices increasing by 42% in 2007 it is a key element in our cost reduction 
strategy.  Fuel represents a significant element of our operating costs and we believe 
that the new HFO plant will reduce fuel costs by approximately 50%, saving the 
Company nearly US$1 million a month. 
 
All of the key elements of the power station have been delivered and the generators 
have been assembled and are ready to be transferred to the operation from our port at 
Nitti.  Major civil engineering work has also been completed and we expect the project 
to be completed in the autumn of this year. 
 
Marketing 
 
Demand for rutile and ilmenite continued to remain high during the year, and new 
contracts were negotiated with major titanium dioxide pigment producers.  In addition, 



 5 

distributor agreements were also successfully initiated with respect to the sales of 
industrial grade rutile for consumption in the welding rod industry. 
 
The outlook for 2008 is promising in terms of titanium mineral sales, with high demand 
from the titanium pigment, titanium sponge, and welding rod industries, and the 
Company anticipates that sales will match production. 
 
Bauxite continued to be sold on contract to Alcoa and Glencore, with a price increase 
negotiated during the year. 
 
Exploration 
 
The Companyôs exploration programmes continued to focus on areas outside of 
current mining plans but within the Companyôs mining licences.  However, we also 
initiated an exploration programme on the Turnersô Peninsula concession located 
40km from the current operations. 
 
The Sierra Rutile exploration strategy is initially to concentrate on increasing the 
resource base in current and planned dredge mining areas to ensure the longevity of 
our dredge operations whilst also minimising the capital expenditure associated with 
moving dredges to new deposits.  Further optimisation of the Sierra Rutile dredge mine 
plans is currently underway on the basis of drilling results from 2007 and we expect to 
publish a JORC compliant reserve and resource upgrade for Sierra Rutile in October 
2008.  A comprehensive re-evaluation of our Sierra Minerals bauxite tenement was 
carried out in the year.  A number of potential bauxite areas have been identified, 
which require further drilling. The Company has already identified additional material to 
be mined.  Progress in exploring the bauxite deposit has been greatly assisted by the 
return of Paul McGrane as General Manager.  Paul worked on the mine prior to its 
closure in 1995, and has extensive knowledge of the deposit and the Sierra Minerals 
facilities which has proved invaluable as many of the records were destroyed or lost 
whilst the mine was not in operation. 
 
Towards the end of the year, initial drilling commenced in our Exclusive Prospecting 
Licence on Turnersô Peninsular, a 1,742km2 area along the south eastern coast of 
Sierra Leone.  Initial exploration and historic records from the Geological Survey of 
Sierra Leone indicates the presence of heavy minerals, comprising ilmenite, zircon, 
rutile and monazite.  Suites of samples have been collected, which have been sent to 
Australia for detailed analysis to determine potential mineralogical changes along strike 
of the identified beach sequences and to provide preliminary information on the quality 
of individual heavy minerals.   
 
Outlook  
 
Marketing of the additional rutile and ilmenite production arising from Dredge D2 has not 
been difficult. The demand for premium end product has grown and prices have been 
increasing.  Marketing of material from Dredge D3 is underway but, with current 

file:\\peninsular
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demand already outpacing the growth in supply, the outlook appears positive for future 
sales.  Much of the demand has been generated from existing customers so we believe 
that further demand may be available from untapped markets should additional 
production from dry mining, for instance, be initiated.  
 
Our relationship with the new Government in Sierra Leone remains very positive. As we 
are one of the biggest employers and foreign exchange generators in the country our 
partnership with the Government is based on a mutual understanding of the benefits 
that our success can bring to the country as a whole. 
 
The issues pertaining to Dredge 2 production losses have been resolved and we are 
confident that the dredge is now consistently operating at a profitable level of 
production.  We have amended the mine plan based on exploration information and the 
processing characteristics of the ore contained in the deposits and both Dredges D1 
and D2 are now on slightly different paths from those originally planned.  This will 
enable us to recover from the lower than expected initial production from Dredge D2.   
 
The Company is looking at other exploration projects both within Sierra Leone and 
overseas in order to further enhance its overall resource base. 
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  Notes  2007  2006 

ASSETS    USD'000  USD'000 

Non-current assets      

Property, plant and equipment 5       142,348              92,665  
Intangible assets 6          13,150              13,115  

Non-current receivables 9               753                   753  
Deferred tax assets 10 (a)          86,879              86,373  

         243,130            192,906  

       

Current assets      
Inventories 11          14,890              15,054  

Trade and other receivables 12          21,562              14,275  
Current tax assets 18 (d)               211                       -  

Cash and cash equivalents 28( c)          25,731              52,393  

            62,394              81,722  

       
Total assets        305,524            274,628  

       
EQUITY AND LIABILITIES      
Capital and reserves      
Share capital  13       237,041            198,160  
Revenue reserve             4,154              20,869  

Equity holders' interest        241,195            219,029  

       
LIABILITIES      
Non-current liabilities      
Borrowings 15          44,119              36,856  

Provisions for liabilities and charges 16            2,833                2,150  

            46,952              39,006  

       

Current liabilities      
Trade and other payables 17          17,233              16,464  
Current tax liabilities 18 (d)                     -                     85  
Borrowings 15               144                     44  

            17,377              16,593  

Total liabilities           64,329              55,599  

       
Total equity and liabilities        305,524            274,628  

 
 
These financial statements have been approved for issue by the Board of Directors on :- 

   )    
   ) DIRECTORS   
   )    

The notes form an integral part of these financial statements. 
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  Notes  2007  2006 

    USD'000  USD'000 

       

Sales 2 (o)          67,849              51,304  

       

Cost of sales 20        (72,261)           (44,621) 

       

Gross (loss)/profit           (4,412)               6,683  

       

Other income 22            2,618                2,812  

       

Administrative and marketing expenses 20          (6,281)             (7,078) 

       

            (8,075)               2,417  

       

Exceptional item 23          (2,445)             (2,200) 

       

Finance costs 24          (6,497)             (1,694) 

       

Loss before taxation 19        (17,017)             (1,477) 

       

Taxation 18 (a)               302              35,923  

       

(Loss)/profit for the year attributable       

to equity holders of the group         (16,715)             34,446  

       

(Loss)/earnings per share (USD)      

- basic 26 (a)             (0.07)                 0.16  

- diluted 26 (b)             (0.07)                 0.15  

       

       

       

  
 
 
 

     

The notes form an integral part of these financial statements.   
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    Revenue   

  Share  reserve/   

  capital  (deficit)  Total 

  USD'000  USD'000  USD'000 

       

Balance at January 1, 2007            198,160            20,869            219,029  

Issue of share capital              34,658                    -                34,658  

Employee share options:      

 - value of employee services                3,984                    -                  3,984  

 - shares issued on exercise of options                   239                    -                     239  

Loss for the year                      -             (16,715)           (16,715) 

At December 31, 2007          237,041             4,154          241,195  

       

Balance at January 1, 2006            194,951           (13,577)           181,374  

Employee share options:      

 - value of employee services                3,209                    -                  3,209  

Profit for the year                      -              34,446              34,446  

At December 31, 2006          198,160           20,869          219,029  

       

       

       

       

 
 
 
 

      

       

       

       

       

       

       

       

       

The notes form an integral part of these financial statements.   
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  Notes  2007  2006 

    USD'000  USD'000 

Cash flows from operating activities      

Cash (absorbed in)/ generated from operations 28(a)          (5,913)             7,308  

Interest received             2,182              2,542  

Interest paid                 (81)                 (60) 

Tax paid               (500)                 (71) 

Net cash (used in)/generated from operating activities          (4,312)             9,719  

       

Cash flows from investing activities      

Purchase of property, plant and equipment         (57,399)         (37,215) 

Purchase of intangible assets                 (78)               (167) 

Proceeds from disposal of plant                   14                     -    

Loans and advance granted                    -                    (26) 

Investments in financial assets                    -               (2,200) 

Net cash used in investing activities         (57,463)         (39,608) 

       

Cash flows from financing activities      

Issue of ordinary shares           34,658                     -    

Proceeds from exercise of options                355                     -    

Proceeds from long term borrowings                    -                2,556  

Net cash from financing activities           35,013              2,556  

       

Net decrease in cash and cash equivalents         (26,762)         (27,333) 

       

Movement in cash and cash equivalents      

At January 1,           52,349            79,682  

Decrease         (26,762)         (27,333) 

At December 31, 28(c)          25,587            52,349  

       

       

The notes form an integral part of these financial statements.   
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1. GENERAL INFORMATION          

            

 Titanium Resources Group Ltd is a public limited liability company incorporated and domiciled in the   

 British Virgin Islands.  The address of its registered office is at P.O.Box 4301, Trinity Chambers, Road Town,  

 Tortola, British Virgin Islands.          

            

 These financial statements will be submitted for consideration and approval at the forthcoming Annual  

 Meeting of shareholders of the group.         

            

2. SIGNIFICANT ACCOUNTING POLICIES         

            

 The principal accounting policies adopted in the preparation of these financial statements are set out below. 

 These policies have been consistently applied to all the years presented, unless otherwise stated.  

            

(a) Basis of preparation          

            

 The financial statements of Titanium Resources Group Ltd have been prepared in accordance with   

 International Financial Reporting Standards (IFRS).  Where necessary, comparative figures have been   

 amended to conform with change in presentation in the current year.  The financial statements are prepared   

 under the historical cost convention, except that available-for-sale investments are stated at their fair value.  

            

 Amendments to published standards, Standards and Interpretations issued but not yet effective.  

 Certain standards, amendments to published standards and interpretations have been issued that are  

 mandatory for accounting periods beginning on or after 1 January 2008 or later periods but which the  

 Group has not early adopted.          

            

 Except for IFRS 8, 'Operating segments', the revised IAS 1, 'Presentation of Financial Statements' and  

 the amendment to IAS 23 'Borrowing costs' (effective for periods on or after 1 January 2009) , these   

 standards, amendments and interpretations are not relevant to the Groupôs operations.   

            

 IFRS 8 and the revised IAS 1 are disclosure requirements only and will not when adopted, affect the results  

 of the Group.  The amendment to IAS 23 eliminates the alternative treatment of expensing borrowing costs on 

 qualifying assets.  The revised IAS 1 affects the presentation of owner changes in equity and of comprehensive 

 income.          

            
 The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting  

 estimates.  It also requires management to exercise its judgement in the process of applying the group's   

 accounting policies.  The areas involving a higher degree of judgement or complexity, or areas where   

 assumptions and estimates are significant to the financial statements, are disclosed in Note 4.   
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)        

            

(b) Investment in subsidiaries          

 Consolidated financial statements          

 The consolidated financial statements incorporate the financial statements of the company and enterprises   

 controlled by the company (its subsidiaries) made up to December 31, each year.  Control is achieved where the  

 company has the power to govern the financial and operating policies of an investee enterprise so as to obtain  

 benefits from its activities.  The results of subsidiaries acquired or disposed of during the year are included in  

 the consolidated income statement from the date of their acquisition or up to the date of their disposal.   

            
 The consolidated financial statements have been prepared in accordance with the purchase method.  The excess  

 of the cost of acquisition over the fair value of the Group's share of the identifiable net assets acquired is   

 recorded as goodwill.  If the cost of acquisition is less than the fair value of the net assets of the subsidiary   

 acquired, the difference is recognised directly in the income statement in the year of acquisition.  The results of  

 subsidiaries which are not consolidated are brought into the financial statements to the extent of dividends   

 received.          

            

 All significant intercompany transactions, balances and unrealised gains on transactions between group   

 companies are eliminated.  Unrealised losses are also eliminated unless the transaction provides evidence of 

 an impairment of the asset transferred.         

            

 Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting  

 policies used in line with those adopted by the Group.         

            

(c) Property, plant and equipment          

            

 Property, plant and equipment are stated at historical cost less accumulated depreciation.  The cost of self-  

 constructed assets includes the cost of materials, direct labour and an appropriate proportion of production  

 overheads.  Cost also includes environmental decommissioning costs that are recognised as a liability.  

            

 Depreciation is provided on a straight-line basis over the estimated useful lives of the assets.   

            

 Where an item of property, plant and equipment comprises major components with different useful lives, the  

 components are accounted for as separate items of property, plant and equipment.    

            

 Subsequent expenditure relating to an item of property, plant or equipment is capitalised when it is probable  

 that the future economic benefits from the use of the asset will increase by more than the expenditure incurred.   

 All other subsequent expenditure is recognised as an expense in the period in which it is incurred.  
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)        

            

(c) Property, plant and equipment (cont'd)         

            

 Deposit, exploration, evaluation, mine development expenditure and deferred project expenditure  

            

 In respect of deposit, minerals, exploration, evaluation, and deferred project, expenditure is charged to the   

 income statement as incurred except where:         

 - it is expected that the expenditure will be recouped by future exploitation or sale; or   

 -  substantial exploration and evaluation activities have identified a mineral resource but these activities   

  have not reached a stage which permits a reasonable assessment of the existence of commercially   

  recoverable reserves in which case the expenditure is capitalised.     

            

 Expenditure relating to both deposit and dam development and mine development are accumulated separately  

 for each identifiable area of interest.  Such expenditure comprises net direct costs and an appropriate portion  

 of related overhead expenditure.          

            

 Expenditure is carried forward when incurred in areas where economic mineralisation is indicated, but activities  

 have not yet reached a stage which permits reasonable assessment of the existence of economically recoverable  

 reserves, and active and significant operations in relation to the area are continuing.  Each such project is   

 regularly reviewed.  If the project is abandoned or it is considered unlikely that the project will proceed to   

 development, accumulated costs to that point are written off immediately.      

            

 Each area of interest is limited to a size related to a known or probable mineral resource capable of supporting  

 a mining operation.  Projects are advanced to development status when it is expected that accumulated and   

 future expenditure can be recouped through project development or sale.     

            

 Expenditure relating to other expenses consists primarily of costs which provides benefit to the development  

 of the Mine in general and is not specifically identifiable to a particular project.      

            

 Mining leases          

 The Groupôs mining leases are of sufficient duration (or convey a legal right to renew for sufficient duration) to 

 enable all reserves on the leased properties to be mined in accordance with current production schedules.  
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)        

            

(d) Amortisation and depreciation          

            

 Amortisation of deferred project expenditure is based on the estimated useful life of the asset to which the  

 expenditure relates.          

            

 Depreciation is provided at rates calculated to write off the cost of fixed assets to their residual value  

 value over their estimated useful lives as follows:         

            

 Building  - 4%       

 Infrastructure  - 5%       

 Plant, machinery & equipment  - 5% to 20%       

 Vehicles  - 3 to 5 years       

 Mineral rights  - Based on the estimated life of reserves   

 Exploration, evaluation and mine development  - Based on the estimated life on proven and   

 expenditure, and expenditure on mineral rights    probable reserves     

            

 Changes in estimates are accounted for over the estimated remaining economic life of the remaining   

 commercial reserves of each project as applicable.         

            

(e) Intangible assets          

            

 (i) Goodwill          

  Goodwill represents the excess of cost of acquisition over the Group's interest in the fair value   

  of the net identifiable assets of the acquired subsidiaries at the date of acquisition.   

            

  Goodwill on acquisitions of subsidiaries is included in intangible assets.  Any net excess of the   

  Group's interest in the net fair value of acquiree's net identifiable assets over cost is recognised   

  in the income statement.          

            

  Goodwill is tested annually for impairment and carried at cost less accumulated impairment losses.    

  On disposal of a subsidiary, the attributable amount of goodwill is included in the determination   

  of the gains and losses on disposal.           

            

  Goodwill is allocated to cash-generating units for the purpose of impairment testing.     

            

 (ii) Computer software          

  Acquired computer software licences are capitalised on the basis of costs incurred to acquire   

  and bring to use the specific software and are amortised over their estimated useful lives estimated   

  to be 5 years.          
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)        

            

(f) Impairment of assets          

            

 Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment.   

 Assets that are subject to amortisation 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 carrying amount of the asset 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 flows (cash-generating units).  

            

(g) Foreign currencies          

            

 (i) Functional and presentation currency         

  Items included in the financial statements of each of the group's entities are measured using   

  United States Dollars, the currency of the primary economic environment in which the entity operates   

  ("functional currency").  The consolidated financial statements are presented in United States Dollars,   

  which is the group's functional and presentation currency.       

            

 (ii) Transactions and balances          

  Foreign currency transactions are translated into the functional currency using the exchange rates   

  prevailing on the dates of the transactions.  Foreign exchange gains and losses resulting from the   

  settlement of such transactions and from the translation at year-end exchange rates of monetary assets  

  and liabilities denominated in foreign currencies are recognised in the income statement except when   

  deferred in equity as qualifying cashflow hedges and qualifying net investment hedges.   

            

  Non-monetary items that are measured at historical cost in a foreign currency are translated using the   

  exchange rate at the date of the transaction.           

            

  Non-monetary items that are measured at fair value in a foreign currency are translated using the   

  exchange rates at the date the fair value was determined.         
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)        

            

(h) Financial instruments          

            

 (i) Financial assets          

  Categories of financial assets          

  The group classifies its financial assets as available-for-sale financial assets.    

            

  The classification depends on the purpose for which the investments were acquired.  Management  

  determines the classification of its financial assets at initial recognition.     

            

 (a) Available-for-sale financial assets         

  Available for sale financial assets are non-derivatives that are either designated in this category   

  or not classified in any of the other categories.  They are included in non-current assets unless   

  management intends to dispose of the investment within twelve months of the balance sheet date.  

            

  Initial measurement          

  Purchases and sales of financial assets are recognised on trade date, the date on which the   

  company commits to purchase or sell the asset.  Investments are initially measured at fair value   

  plus transaction costs for all financial assets except those that are carried at fair value through   

  profit or loss.          

            

  Subsequent measurement          

  Available-for-sale financial assets are subsequently carried at their fair values.   

            

  Investments in equity instruments that do not have a quoted market price in an active market  

  and whose fair value cannot be reliably measured are measured at cost.     

            

  Unrealised gains and losses arising from changes in the fair value of financial assets classified   

  as available-for-sale are recognised in equity.  When financial assets classified as available-for-  

  sale are sold or impaired, the accumulated fair value adjustments are included in the income   

  statement as gains and losses on financial assets.       

            

  The fair values of quoted investments are based on current bid prices.  If the market for a    

  financial asset is not active, the Group establishes fair value by using valuation techniques.    

  These include the use of recent arm's length transactions and reference to other instruments   

  that are substantially the same.         
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)        

            
(h) Financial instruments (cont'd)          

            

 (a) Available-for-sale financial assets (cont'd)         
            

  Impairment of financial assets          

  The group assesses at each balance sheet date whether there is objective evidence that a   

  financial asset or a group of financial assets is impaired.  In the case of financial assets classified   

  as available-for-sale, a significant or prolonged decline in the fair value of the security below   

  its cost is considered in determining whether the securities are impaired.  If any such evidence   

  exists for available-for-sale financial assets, the cumulative loss -  measured as the difference   

  between acquisition cost and the current fair value, less any impairment loss on that financial   

  asset previously recognised in equity - is removed from equity and recognised in the income  

  statement.          

            

  If the fair value of a previously impaired debt security increases and the increase can be    

  objectively related to an event occuring after the impairment loss was recognised, the impairment   

  loss is reversed and the reversal recognised in the income statement.  Impairment losses for  

  an investment in an equity instrument are not reversed through the income statement.   

            

 (ii) Long term receivables          

  Long term receivables with fixed maturity terms are measured at amortised cost using the effective  

  interest rate method, less provision for impairment.  The carrying amount of the asset is reduced   

  by the difference between the asset's carrying amount and the present value of estimated cash flows   

  discounted using the effective interest rate.  The amount of loss is recognised in the income   

  statement.  Long term receivables without fixed maturity terms are measured at cost.  If there is objective  

  evidence that an impairment loss has been incurred, the amount of impairment loss is measured as the   

  difference between the carrying amount of the asset and the present value (PV) of estimated cash flows  

  discounted at the current market rate of return of similar financial assets.      

            

 (iii) Trade receivables          

  Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using  

  the effective interest method, less provision for impairment.  A provision for impairment of trade receivables  

  is established when there is objective evidence that the Group will not be able to collect all amounts   

  due according to the original terms of receivables.  The amount of the provision is the difference between  

  the asset's carrying amount and the present value of estimated future cash flows, discounted at the effective  

  interest rate.  The amount of provision is recognised in the income statement.    
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)        

            
(h) Financial instruments (cont'd)          

            
 (iv) Trade payables          

  Trade payables are stated at fair value and subsequently measured at amortised cost using the effective 

  interest method.          

            
 (v) Borrowings          

  Borrowings are recognised initially at fair value being their issue proceeds net of transaction costs incurred.  

            
  Borrowings are subsequently stated at amortised cost; any difference between the proceeds (net of transaction  

  costs) and the redemption value is recognised in the income statement over the period of the borrowings using  

  the effective interest method.          

            
  Preference shares, which are mandatorily redeemable on a specific date, are classified as liabilities.  The  
  dividends on these preference shares are recognised in the income statement as interest expense.  
            
  Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement  

  of the liability for at least twelve months after balance sheet date.     
            
 (vi) Cash and cash equivalents          

  Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term highly 

  liquid investments with original maturities of 3 months or less, and bank overdrafts.  Bank overdrafts are  

  shown within borrowings in current liabilities on the balance sheet.     

            
 (vii) Share capital          

  Ordinary shares are classified as equity.  Incremental costs directly attributable to the issue of new shares 

  or options are shown in equity as deduction, net of tax, from proceeds.     

            
(i) Inventories          

            
 Inventories are stated at the lower of cost or net realisable value where cost is defined as follows:  
            
 Titanium bearing minerals - Production cost and attributable overheads     

 Concentrates - Production cost        

 Washed bauxite - Production cost and attributable overheads     

 Stockpiles - Production cost        

 Materials - Average cost         

 Fuel and sundry expenses - Purchase cost        

 Goods-in-transit - Invoice cost excluding freight       
            

 Net realisable value is the estimate of the selling price in the ordinary course of business, less the costs of  

 completion and selling expenses.            
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)        

            

(j) Deferred income taxes          

            

 Deferred income tax is provided in full, using the liability method, on temporary differences arising between   

 the tax bases of assets and liabilities and their carrying amounts in the financial statements.   However, if the  

 deferred income tax arises from initial recognition of an asset or liability in a transaction, other than a business  

 combination, that at the time of the transaction affects neither accounting nor taxable profit or loss, it is not   

 accounted for.          

            

 Deferred income tax is determined using tax rates that have been enacted by the balance sheet date and are   

 expected to apply in the period when the related deferred income tax asset is realised or the deferred income  

 tax liability is settled.            

            

 Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available   

 against which deductible temporary differences can be utilised.         

            

(k) Agricultural Development Fund          

            

 The Group commits the higher of 0.1% (one tenth of one percent) of gross sales revenue in US dollars for each 

 year (for rutile and ilmenite, it is based on gross sales free alongside ship at the Sierra Leone Port of Shipment)  

 or USD75,000 and this shall be used exclusively for the development of agriculture in the areas affected by   

 operations under the mining lease or in areas adjacent thereto within the same chiefdom.  The annual amounts  

 are paid over to the separate fund set up and controlled by the GOSL, Chiefdom representatives, and the   

 Companyôs representatives.          
            

(l) Borrowing costs          

            

 Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets are  

 capitalised until such time as the assets are substantially ready for their intended use or sale.  Other borrowing  

 costs are expensed.          

            

(m) Retirement benefit obligations          
            

 Short-term employee benefits          

 The cost of all short-term employee benefits is recognised during the period in which the employees render the  

 related service.          
            

 Long-term employee benefits          

 The Group does not operate any retirement benefit plan for its employees.  For Sierra Leone based companies,  

 the companies make a contribution of 10% of the employees basic salary to the National Social Security and  

 Insurance Trust for payment of pension to staff on retirement. The employees also contribute 5% of their basic  

 salary to the Trust.          
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)        
            

(m) Retirement benefit obligations (cont'd)         

 Share options scheme          

 The Group operates a share option scheme.  The fair value of the employee services received in exchange for  

 the grant of the options was recognised as an expense up to May 16, 2007, date on which the conditions   

 pertaining to ''consideration to be paid on exercise of the option'' were changed.  Henceforth, the consideration  

 values of the options vesting are accounted as receivables.  The total amount to be expensed over the vesting  

 period is determined by reference to the fair value of the options granted.  At each balance sheet date, the entity  

 revises its estimates of the number of options that are expected to become exercisable.  It recognises the impact  

 of the revision of original estimates, if any, in the income statement, and a corresponding adjustment to equity 

  over the remaining vesting period.         
            

(n) Provision for rehabilitation          
            
 Costs of reclamation and rehabilitation are assessed on a regular basis and estimated costs are provided over the  

 life of the Mine.  The expenditure and provisions include costs of labour, materials, and equipment required to  

 rehabilitate disturbed areas, cost of reclamation, plant and infrastructure closure and subsequent environmental  

 monitoring.  The estimates are not discounted and are based on current costs, legislature and community   

 requirements and technology.  Expenditure relating to ongoing rehabilitation and restoration programmes is  

 charged against the provisions made.         
            

(o) Revenue recognition          
            

 Revenue comprises the fair value for the sale of goods and services, net of value-added tax, rebates and   

 discounts and after eliminating sales within the Group.       
            

 Sales of goods are recognised when goods are delivered and title has passed.  Sales of services are recognised  

 in the accounting year in which the services are rendered (by reference to completion of the specific transaction  

 assessed on the basis of the actual service provided as a proportion of total services to be provided).  

            
 Other revenues earned by the Group are recognised on the following bases:     

            
 Å   Interest income - on a time-proportion basis using the effective interest method.  When a receivable is   

  impaired, the Group reduces the carrying amount to its recoverable amount, being the estimated future cash  

  flow discounted at original effective interest rate, and continues unwinding the discount as interest income.   

  Interest income on impaired loans is recognised either as cash is collected or on a cost recovery basis as  

  conditions warrant.          

 Å   Dividend income - when the shareholder's right to receive payment is established.   
            

(p) Provisions          
            
 Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events;  

 it is probable that an outflow of resources that can be reliably estimated will be required to settle the obligation. 

            
 Provisions for restructuring costs are recognised when the Group has a detailed formal plan for the restructuring  

 which has been notified to affected parties and comprise lease termination penalties and employee termination  

 payments.  Provisions are not recognised for future operating losses.     
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3. FINANCIAL RISK MANAGEMENT        

          

3.1 Financial risk factors         
          

 The Group's activities expose it to a variety of financial risks:      

 (a) market risk (including currency risk, fair value interest risk and price risk);     

 (b) credit risk;         

 (c) liquidity risk;          

 (d) cash flow interest-rate risk; and        

 (e) country risk.           
          

 The Group's overall risk management programme focuses on the unpredictability of financial markets and seeks   

 to minimise potential adverse effects on the Group's financial performance.      
          
 A description of the significant risk factors is given below together with the risk management policies applicable. 
          

(a) Market risk         
          

 Currency risk         

 The Group operates internationally and is exposed to foreign exchange risk arising from various currency   

 exposures, primarily with respect to Euro and Sterling.  Foreign exchange risk arises from future commercial   

 transactions, recognised assets and liabilities and net investments in foreign operations.  The Group    

 places its excess of liquidity in stable currencies as a means to hedge its exposure to foreign currency risks.  
          

(b) Credit risk         

 The Group's credit risk is primarily attributable to its trade receivables.  The amounts presented in the balance   

 sheet are net of allowances for doubtful receivables, estimated by the Group's management based on prior   

 experience and the current economic environment.       
          

 The Group has no significant credit risk for the time being, as sales are based on off-take agreements with   

 corporate customers.  The Group has policies in place to ensure that sales of products and services are   

 made to customers with an appropriate credit history.       
          

(c) Liquidity risk         

 Prudent liquidity risk management implies maintaining sufficient cash and the availability of funding through   

 an adequate amount of committed credit facilities.  The Group aims at maintaining flexibility in funding by   

 keeping committed credit lines available.        

          

          

          

3. FINANCIAL RISK MANAGEMENT (CONT'D)       
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3.1 Financial risks factors (cont'd)         
          

(c) Liquidity risk (cont'd)         
          

 Management monitors rolling forecasts of the Groupôs liquidity reserve on the basis of expected cash flow.  
 Forecasted liquidity reserve as of December 31, 2007 is as follows:      
     2008 2009    

     USD'000 USD'000    

 Opening balance for the period           25,587            8,468     

 Operating proceeds           93,022        139,491     

 Operating outflows          (81,536)       (85,777)    

 Outflows - Investing activities          (49,335)       (21,674)    

 Financing proceeds           25,000                  -       

 Payments of debts            (4,270)       (21,658)    

 Closing balance for the year           8,468        18,850     

          
 The table below analyses the Groupôs financial liabilities into relevant maturity groupings based on the  

 remaining period at the balance sheet to the contractual maturity date.        

          
   Less than Between 1 Between 2 Over    

   1 year and 2 years and 5 years 5 years    

          
 At December 31, 2007         
 Bank borrowings - overdraft                   

144  
                 -                   -                    -       

 Government of Sierra Leone loan                  -                     -           14,367          
29,752  

   

 Trade and other payables (including tax)           17,233                   -                   -                    -       

             17,377                   -           14,367          
29,752  

   

 At December 31, 2006         

 Bank borrowings - overdraft                   44                   -                   -                    -       

 Government of Sierra Leone loan                  -                     -             4,745          
32,111  

   

 Trade and other payables (including tax)           16,549                   -                   -                    -       

             16,593                   -             4,745          
32,111  

   

          
(d) Cash flow and fair value interest rate risk        

 As the Group has significant interest-bearing assets, its income and operating cash flows are substantially  

 dependent on changes in market interest rates.  The Group's interest rate risk arises from long-term borrowings.  

 Borrowings issued at variable rates expose the Group to cash flow interest-rate risk.  Borrowings issued  

 at fixed rates expose the Group to fair value interest-rate risk.        
          
 Group policy is to maintain all its borrowings in fixed rate instruments.  At year end, all borrowings    

 were at fixed rates.           

          
(e) Country risk         

 The Group has two operating subsidiaries, namely Sierra Rutile Limited and Sierra Mineral Holdings 1 Limited, based   

 at Sierra Leone.  The Group has taken appropriate insurance cover to mitigate exposure to the risks present there.   
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3. FINANCIAL RISK MANAGEMENT (CONT'D)       

          
3.2 Fair value estimation         

          

 The nominal value less estimated credit adjustments of trade receivables and payables are assumed to   

 approximate their fair values.  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 the Group  

 for similar financial instruments.         

          

3.3 Capital risk management         

          

 The Group's objectives when managing capital are:       

 Å   to safeguard the entity's ability to continue as a going concern, so that it can continue to provide returns for  

     shareholders and benefits for other stakeholders, and       

          
 Å   to provide an adequate return to shareholders by pricing products commensurately with the level of risk.  

          
 The Group sets the amount of capital in proportion to risk.  The Group manages the capital structure and makes   

 adjustments to it in the light of changes in economic conditions and the risk characteristics of the underlying  

 assets. In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid  

 to shareholders, return capital to shareholders, issue new shares, or sell assets to reduce debt.    

          
 Consistently with others in the industry, the Group monitors capital on the basis of the debt-to-adjusted capital  

 ratio.  This ratio is calculated as net debt to adjusted capital. Net debt is calculated as total debt (as shown in the  

 Balance sheet) less cash and cash equivalents. Adjusted capital comprises all components of equity (ie share capital,  

 share premium, minority interest, retained earnings, and revaluation reserve) other than amounts recognised in equity  

 relating to cash flow hedges, and includes some forms of subordinated debt.     

          
 During 2007, the Group's strategy was to maintain the debt-to-capital ratio at the lower end of the range 1:13 to 1:9, in 

 order to secure access to finance at a reasonable cost. The debt-to-capital ratios at 31 December 2007 and at   

 31 December 2006 were as follows:        

          

     2007 2006    

     USD'000 USD'000    

 Total debt          44,263          
36,900  

   

 Less: cash and cash equivalents       (25,731)     (52,393)    

 Net debt          18,532        
(15,493) 

   

          

 Total equity       241,195        
219,029  

   

          

 Debt-to-capital ratio    1:13  N/A    

          

 The increase in the debt-to-capital ratio during 2007 resulted primarily from the cash absorbed in operations  

 and increasing investment in capital assets.  As a result, cash and cash equivalent decreased.  The group expects to  

 increase its gearing ratio closer to 1:4 through the contracting of new debts and the payment of dividends.  
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS       

            

 Estimates and  judgements are continuously evaluated and are based on historical experience and other factors,  

 including expectations of future events that are believed to be reasonable under the circumstances.  

            

4.1 Critical accounting estimates and assumptions         

            

 The Group makes estimates and assumptions concerning the future.  The resulting accounting estimates will,  

 by definition, seldom equal the related actual results.  The estimates and assumptions that have a significant risk  

 of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are 

 discussed below.          

            

(a) Estimated impairment of goodwill          

 The Group tests annually whether goodwill has suffered any impairment, in accordance with the accounting  

 policy stated in Note 2(e)(i).  These calculations require the use of estimates (note 6).   
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5. PROPERTY, PLANT AND EQUIPMENT               

    
 
 

Infrastructure 

Plant, 
machinery 

and 
equipment 

 
 
 

Marine fleet 

Mineral sand 
prospect and 

Mine 
development 

 
Capital work 
in progress 

 
 
 

Exploration 

  
 
 

Total 

 
 
 

 

   USD'000  USD'000  USD'000  USD'000  USD'000  USD'000  USD'000    

(a) COST                  

 At January 1, 2007           
19,827  

             
131,242  

           
1,303  

              
41,314  

        
41,579 

                
30  

       235,295  

 Addition                
442  

               
11,981  

                -                    
6,747  

         
37,184  

           
1,045  

         57,399  

 Transfer                  
72  

                    
(72) 

                -                         -                   -                    -                     -    

 Disposal                   -                        
(21) 

                -                         -                   -                    -                   
(21) 

 At December 31, 2007          20,341             143,130           1,303              48,061        78,763           1,075       292,673  

                  

 DEPRECIATION                 

 At January 1, 2007           
14,202  

             
102,729  

              
130  

              
25,401  

             
168  

                -           142,630  

 Charge for the year                
576  

                 
5,380  

              
130  

                
1,623  

               -                    -               7,709  

 Transfer                    
7  

                      
(7) 

                -                         -                   -                    -                     -    

 Disposal adjustment                   -                        
(14) 

                -                         -                   -                    -                   
(14) 

 At December 31, 2007          14,785             108,088               260              27,024              168                  -         150,325  

                  

 NET BOOK VALUES                 

 At December 31, 2007            5,556               35,042           1,043              21,037        78,595           1,075       142,348  
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5. PROPERTY, PLANT AND EQUIPMENT (CONT'D)                 

    
 
 

Infrastructure 

Plant, 
machinery 

and 
equipment 

 
 
 

Marine fleet 

Mineral sand 
prospect and 

Mine 
development 

 
Capital work 
in progress 

 
 
 

Exploration 

  
 
 

Total 

   

   USD'000  USD'000  USD'000  USD'000  USD'000   USD'000  USD'000   

(b) COST                  

 At January 1, 2006           
14,216  

             
106,898  

              
324  

              
27,763  

        
48,879  

                -          198,080    

 Addition                  
87  

                 
2,471  

              
979  

                
7,687  

         
25,961  

                
30  

        37,215    

 Transfers             
5,524  

               
21,873  

                -                    
5,864  

      
(33,261) 

                -                    -      

 At December 31, 2006          19,827             131,242           1,303              41,314        41,579                 30      235,295    

                   

 DEPRECIATION                  

 At January 1, 2006           
13,668  

               
98,241  

                -                  
24,724  

             
168  

                -          136,801    

 Charge for the year                
534  

                 
4,488  

              
130  

                   
677  

               -                    -              5,829    

 At December 31, 2006          14,202             102,729               130              25,401              168                  -        142,630    

                   

 NET BOOK VALUES                  

 At December 31, 2006            5,625               28,513           1,173              15,913        41,411                 30         92,665    

                   

(c) Expenditure capitalised in respect of the construction in progress amounted to USD 37m (2006: USD 26m).  As at December 31, 2007, Powerhouse 2, Dredge 2, 
Dredge 3 and Land Plants Upgrade constructions were ongoing.  Therefore no depreciation was charged.  Similarly, depreciation has not been charged 
where the assets are presently not in the condition necessary to operate in the manner intended by management. 

 
(d) 

 
Depreciation charge of USD 7,709,000 (2006: USD 5,829,000) has been charged in cost of sales. 
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6. INTANGIBLE ASSETS        Computer    

          software    

        Goodwill  costs  Total  

        USD'000  USD'000  USD'000  

(a) COST             

 At January 1, 2007             12,876              282          13,158   

 Addition during the year                     -                  78                  78   

 At December 31, 2007             12,876              360          13,236   

              

 AMORTISATION            

 At January 1, 2007                     -                  43                  43   

 Charge for the year                     -                  43                  43   

 At December 31, 2007                     -                  86                  86   

              

 NET BOOK VALUE            

 At December 31, 2007             12,876              274          13,150   

              

(b) COST             

 At January 1, 2006             12,876              115          12,991   

 Addition during the year                     -                167                167   

 At December 31, 2006             12,876              282          13,158   

              

 AMORTISATION            

 At January 1, 2006                     -                    6                    6   

 Charge for the year                     -                  37                  37   

 At December 31, 2006                     -                  43                  43   

              

 NET BOOK VALUE            

 At December 31, 2006             12,876              239          13,115   

              

(c) Amortisation charge of USD 43,000 (2006: USD 37,000) has been charged in cost of sales. 

              

(d) Impairment tests for goodwill: goodwill is allocated to the Group's cash-generating units identified 

 according to country of operation and business activity.      
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7. INVESTMENTS IN SUBSIDIARY COMPANIES             
                 

(a) The list of the Company's significant subsidiaries is as follows:             

  Class of    Proportion of  Proportion of     

  shares    ownership interest  voting power held  Country of  Main 

 Name held  Year/period end  Direct  Indirect  Direct  Indirect  incorporation  business 

                 

 2007                
                 

 Global Aluminium Limited Ordinary  December 31, 2007  100%            -     100%            -     British Virgin Islands Intermediate holding company 

 Bauxite Marketing Ltd Ordinary  December 31, 2007         -     100%         -     100%  British Virgin Islands Marketing of Bauxite 

 Sierra Mineral Holdings 1 Limited Ordinary  December 31, 2007         -     100%         -     100%  British Virgin Islands Extraction of Bauxite 

 Titanium Fields Resources Ltd Ordinary  December 31, 2007  100%            -     100%            -     British Virgin Islands Intermediate holding company 

 SRL Acquisition No.1 Limited 1 A share  December 31, 2007         -     100%         -     100%  British Virgin Islands Intermediate holding company 

 SRL Acquisition No.3 Limited Ordinary  December 31, 2007         -     100%         -     100%  British Virgin Islands Intermediate holding company 

 The Natural Rutile Company Limited Ordinary  December 31, 2007         -     100%         -     100%  British Virgin Islands Marketing of Rutile 

 Sierra Rutile Holdings Limited Ordinary  December 31, 2007         -     97.54%         -     97.54%  British Virgin Islands Intermediate holding company 

 Sierra Rutile Limited Ordinary  December 31, 2007         -     97.54%         -     97.54%  Sierra Leone  Extraction, concentration and sale  

                of Rutile and Ilmenite sands. 

 Agricultural Resources Group Ltd Ordinary  December 31, 2007  100%            -     100%            -     British Virgin Islands Agricultural projects 

 Biofuel Resources Group Ltd Ordinary  December 31, 2007  100%            -     100%            -     British Virgin Islands Biofuel projects 
                 

 2006                
                 

 Global Aluminium Limited Ordinary  December 31, 2006  100%            -     100%            -     British Virgin Islands Intermediate holding company 

 Bauxite Marketing Ltd Ordinary  December 31, 2006         -     100%         -     100%  British Virgin Islands Marketing of Bauxite 

 Sierra Mineral Holdings 1 Limited Ordinary  December 31, 2006         -     100%         -     100%  British Virgin Islands Extraction of Bauxite 

 Titanium Fields Resources Ltd Ordinary  December 31, 2006  100%            -     100%            -     British Virgin Islands Intermediate holding company 

 SRL Acquisition No.1 Limited 1 A share  December 31, 2006         -     100%         -     100%  British Virgin Islands Intermediate holding company 

 SRL Acquisition No.3 Limited Ordinary  December 31, 2006         -     100%         -     100%  British Virgin Islands Intermediate holding company 

 The Natural Rutile Company Limited Ordinary  December 31, 2006         -     100%         -     100%  British Virgin Islands Marketing of Rutile 

 Sierra Rutile Holdings Limited Ordinary  December 31, 2006         -     99.60%         -     99.60%  British Virgin Islands Intermediate holding company 

 Sierra Rutile Limited Ordinary  December 31, 2006         -     99.60%         -     99.60%  Sierra Leone  Extraction, concentration and sale  

                of Rutile and Ilmenite sands. 

                 
(b) With the exception of Sierra Rutile Limited, all the subsidiaries are incorporated in the British Virgin Islands (BVI) where there is no legal requirement for the preparation and 

filing of audited accounts.  Titanium Resources Group Ltd is quoted on the AIM market of the London Stock Exchange which requires the publication of annual audited 
 financial statements. 
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8. FINANCIAL ASSETS       Available-for-sale   

        financial assets   

(a) The movement in financial assets are    2007  2006   

 as follows:       USD'000  USD'000   

             

 Unlisted            

 At January 1,                            -                       -      

 Additions                            -               2,200    

 Provision for impairment losses                           -                (2,200)   

 At December 31,                            -                       -      

             
(b) Financial assets represent 15/15 fractional interest in "Class B" Share of the subsidiary company,   

 SRL Acquisition No.1 Limited, acquired from Nord Resources Corporation in 2006.  The "Class B" Share  

 confers to the group fixed dividend only and carries no voting rights.  Since no other revenue is derived  

 from SRL Acquisition No.1 Limited's activities in addition to no voting rights, the investment in the  
 "Class B" Share has thus not been accounted for as subsidiary company as required by IAS 27.   

             

9. NON-CURRENT RECEIVABLES     2007  2006   

        USD'000  USD'000   

             

 Loan to the Government of Sierra Leone (see note (a) below)                    727                  727    

 Other non-current receivables                          26                    26    

                          753                  753    

             

(a) This represents an amount loaned to Government of Sierra Leone (GOSL) to settle existing obligations   

 to the International Finance Corporation.  The loan is unsecured and payment was due at the   

 end of 1995.             

             
10. DEFERRED INCOME TAX           

             
 Deferred income tax is calculated on all temporary differences under the liability method at 30%.   

             

(a) There is a legally enforceable right to offset current tax assets against current tax liabilities and deferred   

 income tax assets and liabilities when the deferred income taxes relate to the same fiscal authority.    

 The following amounts are shown in the balance sheet:       

        2007  2006   

        USD'000  USD'000   

 Deferred tax assets       90,561            90,561    

 Deferred tax liabilities       (3,682)             (4,188)   

        86,879               86,373    

             

 At balance sheet date, the group had unused tax losses of USD 345,076,000 (2006: USD 298,441,000)   

 available for offset against future profits.  A deferred tax asset has been recognised in respect of   

 USD 298,441,000 of such losses.  No deferred tax asset has been recognised in respect of the remaining   

 USD 46,635,000 due to unpredictability of future profit streams.   
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10. DEFERRED INCOME TAX (CONT'D)         

             

(b) The movement on the deferred income tax account is as follows:  2007    2006    

         USD'000    USD'000    

             

 At January 1,                   86,373             50,304    

 Income statement credit (note 18(a))    506            36,069    

 At December 31,                   86,879             86,373    

             

(c) The movement in deferred tax assets and liabilities during the year, without taking into consideration  

  the offsetting of balances within the same fiscal authority, is as follows:     

          Accelerated   

          tax   

(i) Deferred tax liabilities:         depreciation   

          USD'000   

 At January 1, 2006                      (237)   

 Charged to Income statement                 (3,951)   

 At December 31, 2006                  (4,188)   

 Credited to Income statement        506   

 At December 31, 2007                  (3,682)   

             

(ii) Deferred tax assets:     Tax losses  Others  Total   

      USD'000  USD'000  USD'000   

 At January 1, 2006              49,511                 1,030            50,541    
  
Credited to Income statement 

    
40,020           -                         

 
         40,020  

  

 At December 31, 2006              89,531                 1,030            90,561    
  
Credited to Income statement 

    
-  -  

 
- 

  

 At December 31, 2007              89,531                 1,030            90,561    

             

11. INVENTORIES       2007  2006   

        USD'000  USD'000   

(a) Washed Bauxite                     2,655                  604    

 Rutile and Ilmenite                     3,819               5,371    

 Consumables                     8,416               9,525    

 Less: provision for write down                      -                (446)   

                    14,890             15,054    

             
(b) The cost of inventories recognised as expense and included in cost of sales amounted to USD 499,000  

 (2006:USD 5,955,000).            
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12. TRADE AND OTHER RECEIVABLES    2007  2006   

        USD'000  USD'000   

 Trade receivables                     7,570               8,855    
 Impairment on receivable      (17)  -   

       7,553  8,855   

 Advances and prepayments                    10,108               5,420    
 Receivable from option holders (see note (i) below)                3,901                     -      

                    21,562             14,275    

             

(i) This arises on options vesting after May 16, 2007, date at which the conditions pertaining to ''consideration to be paid on 
 exercise of the option'' were changed.  The amount is receivable from option holders on exercise of options granted to them.   

             
(ii) The carrying amount of the group's trade and other receivables are denominated in the following currencies: 

        2007  2006   

        USD'000  USD'000   

 US Dollar                   17,661            14,275    

 UK Pound                     3,901                     -      

                    21,562             14,275    

             
(iii) The carrying amount of trade and other receivables approximates their fair value.    

             
13. SHARE CAPITAL       Number of  Ordinary   

        shares  shares   

(a)          USD'000   

 At January 1, 2006            211,127,545           194,951    

 Employee share option scheme:           

 - Value of service provided               3,389,985               3,209    

 At December 31, 2006         214,517,530         198,160    

 Proceeds from new issues (See note (ii) below)          27,077,000             34,658    

 Employee share option scheme:           

 - Value of service provided               3,748,318               3,984    

 - Difference between exercise price and market price on issue                       -                    239    

 At December 31, 2007         245,342,848         237,041    

             
(i) The total authorised number of ordinary share is 500,000,000 shares (2006: 500,000,000 shares) with no par value. 

 All issued shares are fully paid and are admitted on the AIM market of the London Stock Exchange.  

             
(ii) At the beginning of May 2007, TRG made a new placement of 27,077,000 common shares. The placing with 

 institutional investors at a price of 65 pence per share raised £ 17,600,050 (US$ 34.658 million) before expenses. 
             

(iii) Reconciliation of number of shares    Number of  Ordinary   

        shares  shares   

          USD'000   
 Issued shares            234,664,053           226,790    
 Option vested but not yet exercised           10,678,795             10,251    

             245,342,848           237,041    

             
 On November 30, 2007, certain option holders exercised their options.  Accordingly, 385,522 shares were  

 allotted to them and were admitted on AIM market for trading.       
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13. SHARE CAPITAL (CONT'D)           

            
(b) Share options - Employees           

 Share options are granted to directors and to selected employees.  The exercise price of the granted option is  

 determined by the Board before such grant.  According to section 2.3 of the ''Rules of TRG Unapproved Share  

 Option Scheme'', the price should not be less than the highest of the :     

 o Nominal value of the shares;           

 o Average of the middle market quotations of the shares as derived from the Official list for the 30   

    dealing days immediately preceding the Grant date; and       

 o Middle market quotation of the shares as derived from the Official list on the Grant date.   

             

 The company granted options at exercise prices ranging from 47p to 78p each varying on the date of grant.  

             

 One third of the option granted vests immediately, one third vests on the first anniversary of the date of grant, 

 and the remaining third will vest on the second anniversary of the date of grant.  The option will lapse  

 and may not in any event be exercised later than the day before the fifth anniversary of the date of grant.  

             

 For the year ended December 31, 2007, 3,748,318 options (2006: 3,389,985 options) vested.  In November 2007,  

 certain directors and employees exercised their options.  Accordingly, the company alloted 332,991 shares   

 which were admitted on AIM market for trading.        

             
 Exercise of the option is not subject to performance-related conditions.     
             

(c) Share options - Professional services         

 In 2005, in consideraion of services given to the company by NabarroWells & Co Ltd, (NWCF LLP), the   

 company granted to NWCF LLP an option to subscribe for 936,007 common shares of no par value at a   

 subscription price of 47p each.  In 2007, NWCF LLP exercised its option and subscribed for 52,531 shares 

 at 47p per share.  The company issued these shares which were admitted on AIM market for trading.  

             

14. MINORITY INTEREST           

             
 Pursuant to the First Amendment Agreement dated February 4, 2004, enterred by and between the Government 

 of the Republic of Sierra Leone (GOSL) and Sierra Rutile Limited (SRL) regarding PAYE taxes due from   

 SRL (See note 31), SRL Acquisition No.3 Limited transferred 2,063 shares (2006: 403 shares) it held in Sierra   

 Rutile Holdings Limited (SRHL) to GOSL, representing 2.063% (2006: 0.403% ) ownership interest in SRHL   

 and giving rise to a minority shareholder (GOSL).        
             
 At December 31, 2007, the consolidated financial statements of SRHL and SRL showed negative shareholders'  
 interests.  Consequently, losses attributable to the minority in the consolidated subsidiaries exceeded minority  

 interest in the subsidiaries' equity.  These losses have thus been allocated against the majority interest.  The 
 GOSL's shareholding in SRHL will continue to increase upon future transfer of shares to the GOSL as and   

 when the corresponding PAYE amount is being assigned.       
             

 Any future reported profit by SRHL and SRL would be allocated to the majority interest until the GOSL's  

 share of losses previously absorbed by the majority interest is recovered.     
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15. BORROWINGS       2007  2006   

        USD'000  USD'000   

(a) Non-current :            

 Government of Sierra Leone loan                 44,119             36,856    

             

 Current:            

 Bank overdraft                           144                    44    

 Total borrowings                   44,263             36,900    

             

(i) The rates of interest on the loans vary between 8% to 15%.       

             

(ii) Government of Sierra Leone borrowing is subject to interest of 8% per annum and is repayable on June 15 and  

 December 15  in each year commencing on the first payment date which is the earlier of 84 months after date  

 of first disbursement or June 15, 2012.  The interest is calculated on the basis of a 360 day year consisting   

 twelve, thirty day months.           

             

 The Group does not have any undertaking, nor is it contractually bound to create, any lien on or with respect  

 to any of its rights or revenues.           

             

 The interest is classified as non current as according to section 3.03  of the Loan Agreement between Sierra  

 Rutile Limited and the Government of Sierra Leone, the first interest payment shall not be made by the company  

 until the earliest of the interest payment date occurring thirty ï six months after the date of first disbursement,  

 or June 15, 2008. All interest accruing on the principal balance outstanding from time to time on the loan until  

 the first interest payment is due shall be added to the principal balance of the loan and shall accrue interest on  

 the same terms.            

             

(b) The exposure of the Group's borrowings to interest-rate changes and the contractual repricing dates are as follows: 

  6 months  6 -12  1 - 5  Over     

  or less  months  years  5 years  Total   

  USD'000  USD'000  USD'000  USD'000  USD'000   

 At December 31, 2007            

 Total borrowings           
144  

                -                14,367                 29,752             44,263    

             

 At December 31, 2006            

 Total borrowings           44                  -                        -                   36,856             36,900    
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15. BORROWINGS (CONT'D)           

             

(c) The maturity of non-current borrowings is as follows:       

        2007  2006   

        USD'000  USD'000   

 After one year and before five years                14,367                     -      

 After five years                   29,752             36,856    

                    44,119             36,856    

             

(d) Non-current borrowings can be analysed as follows:  2007  2006   

        USD'000  USD'000   

 - After one year and before five years         

    Government of Sierra Leone loan                 14,367                     -      

 - After five years             

    Government of Sierra Leone loan                 29,752             36,856    

                    44,119             36,856    

             

             

(e) The effective interest rates at the balance sheet date were as follows:     

    2007    2006     

    Euro  USD  Euro  USD   

    %  %  %  %   

 Government of Sierra Leone loan 8  -  8  -   

 Bank overdraft   6.5   8.5  6.5   8.5   

             

(f) The carrying amounts of the group's borrowings are denominated in the following currencies:   

        2007  2006   

         USD'000    USD'000    

 Euro                   44,185             36,859    

 US Dollar                           78                    41    

                    44,263             36,900    

             

(g) The carrying amounts of non-current borrowings are not materially different from their fair value.  
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16. PROVISION FOR LIABILITIES AND CHARGES   2007  2006   

        USD'000  USD'000   

 At January 1,                     2,150               2,150    

 Additional provision during the year                      683                     -      

 At December 31,                     2,833               2,150    

             
 Rehabilitation            
 As the mined area to be rehabilitated has increased during the year, additional provision was made.  
 The expenditure and provisions include costs of labour, materials, and equipment required to rehabilitate   
 disturbed areas, cost of reclamation, plant and infrastructure closure and subsequent environmental monitoring. 
             

17. TRADE AND OTHER PAYABLES     2007  2006   

        USD'000  USD'000   
 Trade payables                     5,584               6,770    

 Amounts due to related parties                        -                  165    
 Other payables and accrued expenses                   10,461               9,410    
 Consolidation adjustment on disposal of 2.466 % (2006: 0.403%)      
 shares in subsidiary                     1,188                  119    

                    17,233             16,464    

             
 Included in other payables and accrued expenses is an amount of USD 1,288,000 (2006: USD 1,498,000)  

 relating to remaining shares to be transferred to the GOSL (see note 31).       
 The carrying amounts of trade and other payables approximate their fair value.     
             

18. INCOME TAX        2007  2006   

        USD'000  USD'000   
(a) Current tax on the adjusted profit for the year at 0% - 30%  -                (268)   

 Deferred income tax (Note 10)      506            36,069    
 Minimum turnover tax reinstated                          -                    183    

 Minimum turnover tax for the year     (204)                  (61)   

 Credit to Income statement      302               35,923    

             
(b) The tax on the Group's loss before tax differs from the theoretical amount that would arise using the basic tax 

 rate of the Group as follows:           
        2007  2006   

        USD'000  USD'000   
 Loss before tax                 (17,017)             (1,477)   

             
 Tax calculated at 0%       -                    -      
 Effect of different tax rates in different countries   (13,937)             (6,987)   
 Investment allowance       (70)             (1,988)   

 Income not subject to tax      (74)                  (78)   

 Expenses not deductible for tax purposes    1,935              2,258    

 Utilisation of previously unrecognised tax losses  -           (29,925)   
 Deferred tax adjustment    11,640  -   
 Minimum turnover tax for the year    204                   61    
 Minimum turnover tax reinstated     -                (183)   
 Others       -                 919    

 Tax credit       (302)                                   (35,923)   
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18. INCOME TAX (CONT'D)           

              

(c) Under the provisions of the Sierra Rutile Agreement (Ratification) Act, 2002, tax is charged at an amount not 

 less than 3.5%, of the turnover or more than 37.5%, of the profits of the business in any financial year.  A  

 subsequent agreement was reached in June 2003 with the GOSL to reduce the rate to 0.5% of the turnover of 

 the business through the year 2014 and revert to the 3.5% rate in the year 2015.     

             

 The Group, through its subsidiaries Sierra Rutile Limited and Sierra Mineral Holdings 1 Limited, is entitled to  

 unutilised tax losses brought forward and capital allowances in respect of fixed asset acquisitions.   

             

(d) Current tax liabilities       2007  2006   

        USD'000  USD'000   

 At January 1,                           85                    10    

 Charged to the Income statement (see note 18(a) above)                       
204    

                146    

 Paid during the year                           
(500)    

                 (71)   

 At December 31,                           
(211)  

                  85    

             

19. LOSS BEFORE TAXATION      2007  2006   

        USD'000  USD'000   

 Loss before taxation is arrived at after:         

 Charging:            

 Depreciation on property, plant and equipment (note 5)       

 - owned assets       7,709  5,829   

 Amortisation of intangible assets (note 6)    43  37   

 Impairment loss: Investment (note 8)                         -     2,200   

 Auditors' remuneration      80  80   

 Employee benefit expense (note 21)    7,655  10,174   

             

20. EXPENSES BY NATURE      2007  2006   

        USD'000  USD'000   

 Depreciation (note 5)                     7,709               5,829    

 Amortisation (note 6)                           43                    37    

 Employee benefit expense (note 21)                  7,655             10,174    

 Changes in inventories of finished goods and work in progress                   499               5,955    

 Transportation                     4,771               2,846    

 Impairment charges                            -                 2,200    

 Other expenses                   57,865             24,658    

 Total cost of sales, selling and marketing and administrative expenses             78,542             51,699    
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21. EMPLOYEE BENEFIT EXPENSE     2007  2006   

        USD'000  USD'000   

 Wages and salaries, including termination benefits                6,763   6,116   

 Social security costs                         653   849   

 Share options granted to directors and employees                    239   3,209   

                      7,655   10,174   

             

22. OTHER INCOME       2007  2006   

        USD'000  USD'000   

             
 Interest income       2,182  2,542   

 Profit from disposal of old stock and scrap material                       -     227   

 Profit from disposal of plant      7                    -      

 Profit on disposal of 2.063% (2006: 0.403%) shares in subsidiary 429  43   

        2,618  2,812   

             

23. EXCEPTIONAL ITEM      2007  2006   

        USD'000  USD'000   

             

 Impairment of investment                           -     2,200   

 Placement cost       2,445                    -      

        2,445  2,200   

             

24. FINANCE COSTS        2007  2006   

        USD'000  USD'000   

 Interest expense:            

 - Government of Sierra Leone loan                   3,153               2,649    

 - Bank overdrafts                           25                    60    

 - Others                           56                     -      

 Total borrowing costs                     3,234               2,709    

 Net foreign exchange transaction losses/(gains) (note 25)                3,263              (1,015)   

                      6,497               1,694    

             

25. NET FOREIGN EXCHANGE (LOSSES)/GAINS    2007  2006   

        USD'000  USD'000   
 The exchange differences charged/(credited) to the income       
 statement are included as follows:          

 Finance costs (note 24)                    3,263              (1,015)   
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26. (LOSS)/EARNINGS PER SHARE     2007  2006   

        USD  USD   

             

(a) Basic (loss)/earnings per share           

             

 (Loss)/profit attributable to equity holders of the group (thousand)           (16,715)            34,446    

             

 Weighted average number of ordinary shares in issue  234,119,944  212,513,731   

             

 Basic (loss)/earnings per share                     (0.07)                0.16    

             

(b) Diluted earnings per share           

 (Loss)/profit attributable to equity holders of the group       

 used to determine diluted (loss)/earnings per share (thousand)            (16,715)            34,446    

             

 Number of shares            

 Weighted average number of ordinary shares in issue    234,119,944    212,513,731    

 Adjustments for share options            1,216,667        3,514,985    

 Weighted average number of ordinary shares for diluted       

 (loss)/earnings per share        235,336,611    216,028,716    

             

 Diluted (loss)/earnings per share                    (0.07)                0.15    

             

             

27. BUSINESS COMBINATIONS           

(a) Disposal            

             

 Pursuant to the First Amendment Agreement dated February 4, 2004, entered by and between the Government 

 of the Republic of Sierra Leone (GOSL) and Sierra Rutile Limited (SRL) regarding PAYE taxes due from   

 SRL (See note 31), on December 20, 2007, SRL Acquisition No.3 Limited transferred 2,063 shares (2006:   

 403 shares) it held in Sierra Rutile Holdings Limited (SRHL) to GOSL, representing 2.063% (2006: 0.403%)   

 ownership interest in SRHL, a subsidiary incorporated in British Virgin Islands.  SRHL acts as an intermediate  

 holding company.            

             

 The details of assets acquired and liabilities disposed and the disposal consideration are as follows:   

             

       Notes   2007  2006   

         USD'000    USD'000    

 Bank balances and cash      28(c)                        -                        1    

 Accounts receivables                       4,731                  828    

 Accounts payables                     (3,662)                (710)   

 Net assets                       1,069                  119    

 Profit on disposal                          429                    43    

 Total consideration                       1,498                  162    
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28. NOTES TO THE CASH FLOW STATEMENT    2007  2006   

        USD'000  USD'000   

(a) Cash used in operations           

 Loss for the year                 (17,017)             (1,477)   

 Adjustments for:             

 Depreciation on property, plant and equipment    7,709  5,829   

 Amortisation of intangible assets      43  37   
 Share option scheme - Employee                       (32)              3,209    

 Increase in provision for rehabilitation                      683                     -      

 Decrease in provision for obsolete stock                      446                     -      

 Interest income                     (2,182)             (2,542)   

 Interest expense        3,234  2,709   

 Exchange loss/(gain) on borrowings                   4,109               3,432    

 Profit on disposal of 2.063% (2006: 0.403%) shares in subsidiary                 (429)                  (43)   

 Profit on disposal of plant                           (7)                    -      

 Loan amount written back                          
(165)    

            (1,016)   

 Impairment of investment                           -                 2,200    

 Non-current receivable written off                          -                    641    

                     (3,608)            12,979    
 Changes in working capital (excluding the effects of        

 acquisition of subsidiaries)           

 -inventories                         164              (7,899)   
 -trade and other receivables                   (3,404)             (5,498)   
 -trade and other payables                        935              7,726    

 Cash (absorbed in)/generated from operations                 (5,913)              7,308    

             

(b) Non cash transactions           

             

 The principal non cash transaction is the vesting of options granted to directors and selected employees  

 pursuant to share option plan described in note 13(b).  As a result, equity increased by USD 3,984,000   

 (2006: USD 3,209,000) in respect of 3,748,318 option shares (2006: 3,389,985 option shares) which vested.  

             

(c) Cash and cash equivalents      2007  2006   

        USD'000  USD'000   

 Cash in hand and at bank                        672               5,701    

 Short term bank deposits                  25,059             46,693    

 Consolidation adjustment on disposal of 2.063 % (2006: 0.403%)       

 shares in subsidiary                            -                       (1)   

                    25,731             52,393    

             
 Bank overdrafts                         

(144) 
                 (44)   

 Cash and cash equivalents                  25,587             52,349    
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29. CAPITAL COMMITMENTS      2007  2006   

        USD'000  USD'000   

 Property, plant and equipment acquisition contracted for at the      

 balance sheet date but not yet incurred:                18,011             37,720    

             

 Since 2006, Sierra Rutile Limited has entered into agreement with PW Mining International Limited   
 for mine development for an amount of USD 10,000,000.  It also has capital commitments in respect of :  

             
(i) the final assembling and commissioning of Dredge D2 for which USD 2,487,000 (2006: USD 8,000,000) has   

 been committed;            

             
(ii) structural civil works and commissioning of powerhouse for an amount of USD 4,411,000.   

             
(iii) upgrading of land plant including structural work, assembly of equipment and commissioning amounting   

 USD 7,211,000.            

             
(iv) the purchase of metal structure for construction of Dredge D3 for an amount of USD 948,000    

 (2006: USD 800,000).            

             
(v) the purchase of MFO dryer amounting USD 223,000.       

             
(vi) the purchase of dredge buckets (USD 864,000) and other capital commitment amounting USD 1,867,000.  

             
30. RELATED PARTY TRANSACTIONS         

    Professional/Project         

    management    Bauxite  Contractual   

(a) Transactions and balances  fees  Grant paid  agreement  works  Total 

    USD'000  USD'000  USD'000  USD'000  USD'000 

(i) 2007            

 Director:            

    Mr. Len Comerford**                 -                        -                          -                       -                -    

    Enterprise in which Mr. Len Comerford         

    is also a director - PWMIL**                 -     
           

(2,200)  
            

(11,762)  
           

(9,111)    (23,073) 

    Enterprise in which Mr. Alex Kamara         

    is also a director - Cemmats Group***            (692)                     -                          -                       -            (692) 

             

        Amount owed     

      Management  to related     

    Grant paid  fees paid  parties  Total   

(ii) 2006   USD'000  USD'000  USD'000  USD'000   

 Director:            

    Mr. Wayne Malouf*                 -                        -                      (165)                (165)   

    Mr. Len Comerford**                 -                        -                          -                       -      

             

*  Mr Wayne Malouf is a Director of the group and the USD 165,000 above referred to an amount payable   
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    to him in respect of expenses he paid on behalf of Sierra Rutile Limited (SRL), an operating subsidiary   

    based in Sierra Leone.   The amount owed to him was written back in 2007.  

         

30. RELATED PARTY TRANSACTIONS (CONT'D)        

             
 ** During the year ended December 31, 2004, Sierra Mineral Holdings 1 Limited (SMH 1), an operating subsidiary  

 based in Sierra Leone, entered into a fixed-price mine operating contract with PW Mining International   
 Limited (PWMIL), an enterprise in which Mr Len Comerford is a director. Under the terms of the   
 contract, a fixed rate per annum is payable to PWMIL if bauxite produced is according to specifications.  
             

 As stated in note 29, SRL has also entered into a material mine development contract with PWMIL   

 during the period ended December 31, 2005. The contract covers a period of 5 years.   
             

 On May 1, 2006, Mr Len Comerford was appointed Chief Executive Officer of TRG.  Mr Comerford   
 is not a shareholder of PWMIL and receives no direct benefit from either of these contracts.   

             

 On December 21, 2007, directors of SMH 1 resolved to make a grant of USD 2,200,000 to PWMIL. 
 

*** Mr. Alex B. Kamara has been appointed director of TRG on March 10, 2008.  Mr. Kamara is also a non-executive 

 director of Cemmats Group, a Sierra Leonean company which has a number of contracts for the supervision of 
 the construction of Dredge 3 which is currently ongoing and the new power house at SRL. 

 

             

(b) Loans and advances            

 Loan and advances are unsecured.  No provisions have been made for doubtful debts in respect of amounts owed  

 by related parties.            

             

(c) Key management personnel compensation    2007  2006   

        USD'000  USD'000   

 Directors' fee       1,358  1,502   

 Salaries and short-term employee benefits    2,715  2,415   

 Post employment benefits      429  158   

 Termination benefits                            -     16   

 Share options - based payment      115  1,723   

                      4,617               5,814    

             

31. AGREEMENT WITH THE GOVERNMENT OF THE REPUBLIC OF SIERRA LEONE   

             
 According to the First Amendment Agreement dated February 4, 2004, entered by and between the Government  
 of the Republic of Sierra Leone and Sierra Rutile Limited, the Government assigned to SRL A 3 all its right,   
 title and interest in, to, and under the future PAYE taxes due from Sierra Rutile Limited to the Government in  

 an amount not exceeding USD 37 m.  In consideration for the foregoing assignment, SRL A 3 agreed to transfer  
 up to a 30% equity interest in Sierra Rutile Holdings Ltd to the Government, within 60 days of the end of the  
 calendar year commencing on the ''Refurbishment Start Date'' (i.e April 1, 2005), equal in value to the PAYE   
 amounts accrued during such calendar year.  As at December 31, 2007, 2,466 shares (2006: 403 shares) were   
 already transferred and PAYE accrued for the year in Sierra Rutile Limited amounted to USD 1,288,000  

 (2006: USD 1,163,000).             
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32. EVENTS AFTER BALANCE SHEET DATE         

             

 Subsequent to the balance sheet date, Dredge D2 (Solondo) started operating.     

             

33. REPORTING CURRENCY           

             

 The financial statements are presented in thousands of United States Dollar (USD).   

             

34. MAJOR SHAREHOLDERS           

             

 Substantial individual shareholders and corporate investors own up to 90.22% (2006: 87.2%) of the company's  

 shares.  The remaining 9.78% (2006: 12.8%) of the shares is widely held.     

 
 


