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VULCAN RESOURCES LIMITED 
ABN 60 100 072 624 

 
DIRECTORS REPORT FOR THE  

HALF-YEAR ENDED 31 DECEMBER 2006 
 
Your directors submit the financial report of the Company for the half-year ended 31 December 2006. 
 
DIRECTORS 
 
The names of the Company’s directors in office during the financial period and until the date of this 
report are: 
 
 Mr Barry Eldridge  

Dr Alistair Cowden 
 Mr Michael Blakiston 

Mr Heikki Solin (appointed 5 July 2006) 
 
Directors have been in office since the start of the financial period to the date of the report unless 
otherwise stated. 
 
REVIEW OF OPERATIONS 
 
The loss for the half-year ended 31 December 2006 was $1,953,969 (2005 loss $711,292). 
 
Kylylahti Copper-Cobalt Project 
 
Vulcan’s principal asset is the 100%-owned Kylylahti Copper-Cobalt project, located in central eastern 
Finland.  The project is 380 kilometres north-east of Helsinki, and is accessible by a sealed road, rail 
and by air via Joensuu, 40 kilometres to the south-east. The Kylylahti deposit was discovered by 
Outokumpu Oy in 1984 and sits within the historic Outokumpu copper mining district centred on the 
North Karelia Schist Belt. 
 
The Company’s primary focus is the completion of a Definitive Feasibility Study (‘DFS’) for the mining, 
processing, and sale of products from the Kylylahti deposit after the pre-feasibility study recommended 
a 500,000 – 600,000 tpa underground decline mine  
 
Vulcan has appointed SNC-Lavalin Australia as DFS Manager and has engaged Outokumpu 
Technology Oy to advise on concentrate processing options. 
 
Significant progress was made on the Kylylahti Copper-Cobalt project during the period which included 
further high grade drilling results, an increase in Resources, the signing of key commercial agreements 
and advances in the DFS. 
 
The new Indicated and Inferred Resource estimate for Kylylahti is now 7.45 million tonnes at 1.07% 
copper, 0.22% cobalt, 0.22% nickel, 0.43% zinc and 0.69 g/t gold (4.8% copper equivalent) however, 
the ore remains open to depth (below 600 metres).  
 
Based on the above Resource estimate the deposit contains metal to the value of US$2.4 billion at 
today’s prices. 
 
Vulcan’s current timetable sees completion of the Definitive Feasibility Study towards the middle of 
2007, with the commencement of construction activities at the project site at the end of 2007 and the 
first ore production predicted for the start of 2009.  
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Kuhmo Nickel Project 
 
The Kuhmo Nickel project is 95% owned by Vulcan and involves a large landholding in the Kuhmo-
Suomussalmi greenstone belt in north-eastern Finland which is directly analogous to those found in 
Western Australia.  
 
During the period an independent calculation was performed to determine the first Resource estimate 
for the Kuhmo Nickel project. The results of the calculation indicate a Resource containing 30,000 
tonnes of nickel metal and over 120,000 ounces of platinum, palladium and gold.  
 
In addition the initial results of metallurgical testwork were received during the period. Recoveries varied 
from 80% at Peura aho to 60% at Vaara and the quality and grade of concentrates was also variable 
ranging from 2.5% to 9% nickel. Further work is required to achieve saleable concentrates from all ore 
types at Kuhmo. 
 
Vulcan will evaluate the potential for open pit mining of the shallow Resource and trucking of ore for 
treatment at the Kylylahti mill or a third party. 
 
Vanadium Project 
 
Vulcan has tenure over extensive vanadium bearing magnetite horizons hosted in layered intrusions in 
northern Finland. The intrusions host magnetite gabbros up to 130 metres thick and potentially 
extensive for tens of kilometres and these intrusives also hosted former producing vanadium mines in 
1970-1980’s. 
 
During the period Vulcan retrieved old 1970’s drill core, re-sampled and re-assayed portions of the core 
from three drillholes giving intercepts of 85.8 metres, 123.30 metres and 120.6 metres in drillholes over 
2.6 kilometres apart. The intercepts start from surface to 56 metres below surface and average grades 
range from 0.25-0.27% V2O5. 
 
Initial metallurgical testwork was also performed at GTK in Finland which returned concentrate grades 
of up to 1.4% V2O5. This concentrate grade is 50-60% higher than that published for major vanadium 
projects currently under evaluation. 
 
Vulcan believes the high concentrate grades and potential for shallow outcropping deposits of many 
hundreds of millions of tonnes in size may permit development of a low cost large scale vanadium 
mining and processing operation in Finland. 
 
All data compilation and evaluation work was completed in December 2006 in relation to the Vanadium 
project. A report summarising the results of this work will be submitted to management for review and 
assessment in early 2007.  
 
Nickel-Copper-Platinum Group Projects 
 
The Company also has a number of nickel-copper-platinum group element projects in northern Finland. 
 
During the period the Company obtained data in relation to these projects and is currently in the 
process of compiling this data.  
 
Corporate 
 
In December 2006 the Company raised $2.2 million, before fees, via a private placement of 10,433,784 
shares at $0.21 per share.  
 
The Company also accepted an offer for an unsecured $5 million Convertible Note facility that expires 
on 30 June 2008. The Convertible Note bears interest at the rate of 10% per annum and is convertible 
into shares at the price of $0.30 cents per share. The Convertible Note facility was approved by 
shareholders on 21 February 2007. 
 
As the Note offer was less dilutive than a raising in conjunction with an admission to trading on the 
Alternative Investment Market (‘AIM’) of the London Stock Exchange Plc and given that AIM mining 
markets were weak in the fourth quarter of 2006, the admission to AIM has been deferred. 
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AUDITORS INDEPENDENCE DECLARATION 
 
Section 307C of the Corporations Act 2001 requires our auditors, Ernst & Young, to provide the 
directors of Vulcan Resources Limited with an Independence Declaration in relation to the review of the 
half-year financial report. The Auditors’ Independence Declaration on page 15 forms part of the 
Directors’ Report for the period ended 31 December 2006. 
 
Signed in accordance with a resolution of the Directors. 
 
 
 
 
 
 
Alistair Cowden 
Managing Director 
 
Perth, Western Australia 
Dated this 9th day of March 2007 
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 CONSOLIDATED 

    31 December  
2006 
($) 

 31 December 
2005 
($) 

Continuing Operations      

      
Revenue   2a 160,771  63,232
Employee benefit expense   2b (705,817)  (364,810)
Depreciation expense    (20,311)  (10,526)
Other expenses   2c (829,148)  (399,188)
Finance costs   2d (559,464)  -
      
Loss before income tax (1,953,969)  (711,292)

Income tax expense  -  -
     
Net loss attributable to members of Vulcan Resources Limited (1,953,969)  (711,292)
   
   
Basic loss per share (cents per share)  (2.18)  (3.1)
Diluted loss per share (cents per share)  (2.18)  (3.1)
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 CONSOLIDATED 

 

  

NOTES 

31 December  
2006 
($) 

 30 June  
2006 
($) 

   
ASSETS      

Current Assets      

Cash assets   3 5,354,781  7,261,754
Trade & other receivables    83,231  43,441
Other    49,255  7,778
Total Current Assets    5,487,267  7,312,973
      
Non-current Assets      
Receivables    74,302  74,302
Plant and Equipment 90,095  99,307
Deferred exploration costs     4 13,782,249  9,351,618
Total Non-current Assets 13,946,646  9,525,227
TOTAL ASSETS 19,433,913  16,838,200
   
LIABILITES   
Current Liabilities   
Trade and other payables 1,916,778  650,955
Provisions 90,252  59,633
Total current Liabilities 2,007,030  710,588
   
Non Current Liabilities   
Interest-bearing loans    5 1,649,286  1,185,258
Total Non-current Liabilities 1,649,286  1,185,258
TOTAL LIABILITIES 3,656,316  1,895,846
   
NET ASSETS 15,777,597  14,942,354
   
EQUITY   
Equity attributable to equity holders of the parent   
Contributed equity 6a 19,537,117  17,391,022
Reserves 6b 3,615,736  2,972,619
Accumulated losses (7,375,256)  (5,421,287)
TOTAL EQUITY 15,777,597  14,942,354
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 CONSOLIDATED 
 31 December  

2006 
 31 

December  
2005 

 $  $ 
Cash flow from operating activities     
Payments to suppliers and employees (959,859)  (650,239)
Interest received 139,126  24,232
Receipts from customers 19,500  46,800
Expenditure on mineral interests (2,917,365)  (2,102,510)
Net cash flows used in operating activities (3,718,598)  (2,681,717)
   
Cash flows from investing activities   
Proceeds from sale of property, plant and equipment 2,332  -
Purchase of equipment (11,286)  (40,496)
Joint venture contribution -  400,000
Loans to controlled entities -  -
Net cash flows (used in)/from investing activities (8,954)  359,504
   
Cash flows from financing activities   
Proceeds from issue of shares 2,270,924  2,118,092
Transaction costs of issue of shares (125,000)  (99,000)
Security bonds paid -  (74,302)
Interest on Loan (68,611)  -
AIM expenses (245,843)  -
Net cash flows from (used in) financing activities 1,831,470  1,944,790
   
Net decrease in cash and cash equivalents (1,896,082)  (377,423)
Cash and Cash equivalents at the beginning of period  7,261,754  1,593,582
Net foreign exchange differences (10,891)  20,196
Cash and Cash equivalents at end of period 5,354,781  1,236,355
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 CONSOLIDATED 

 

Share 
Option 

Reserve 
 
 
 

 

Issued 
Share 
Capital 

 
($) 

 
 

($) 

 

Foreign 
Currency 

Translation 
Reserve 

($) 

Accumulated 
(Losses) 

 
 

($) 

Total 
 
 
 

($) 
     

Balance as at 1 July 
2005  7,445,111 868,910 - (3,025,563)  5,288,458

Foreign Currency Translation - - 119,556 -  119,556

Total income/expense 
recognised directly in 
equity 

 - - - -  -

Loss of the period  - - - (711,292)  (711,292)

Total recognised income 
and expense for the 
period 

 - - 119,556 (711,292)  (591,736)

Shares issued during the 
period  2,800,966 - - -  2,800,966

Options and employee 
options  - 63,828 - -  63,828

Capital raising costs  (99,000) - - -  (99,000)

Balance as at 31  
December 2005 10,147,077 932,738 119,556 (3,736,855)  7,462,516

           
Balance as at 1 July 
2006 

 17,391,022 2,570,304 402,315 (5,421,287)  14,942,354

     
Foreign Currency translation - - 328,442 -  328,442
     
Total income/expense 
recognised directly in 
equity 

 - - - -  -

     
Loss of the period  - - - (1,953,969)  (1,953,969)
     
Total recognised income 
and expense for the 
period 

 - - 328,442 (1,953,969)  (1,625,527)

     
Shares issued during the 
period  2,271,095 - - -  2,271,095

     
Options and employee 
options  - 314,675 - -  314,675

     

Capital raising costs  (125,000) - -   (125,000)

Balance as at 31 
December 2006  19,537,117 2,884,979 730,757 (7,375,256)  15,777,597
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NOTE 1:  CORPORATE INFORMATION 
 
Corporate Information  
 
The financial report of Vulcan Resources Limited (the Company) for the half year ended 31 December 2006 
was authorised for issue in accordance with a resolution of the directors on 8th March 2007. 
 
Vulcan Resources Limited is a company limited by shares incorporated in Australia whose shares are publicly 
traded on the Australian securities exchange. 
 
The nature of the operations and principal activities of the Group are described in note 7. 
 
Summary of Significant Accounting Policies 
 
The half-year financial report does not include all notes of the type normally included within the annual 
financial report and therefore cannot be expected to provide as full an understanding of the financial 
performance, financial position and financing and investing activities of the consolidated entity as the full 
financial report. 
 
The half-year financial report should be read in conjunction with the annual financial report of Vulcan 
Resources Limited as at 30 June 2006. 
 
It is also recommended that the half-year financial report be considered together with any public 
announcements made by Vulcan Resources Limited and its controlled entities during the half-year ended 31 
December 2006 in accordance with the continuous disclosure obligations arising under the Corporations Act 
2001.  
 
(a) Basis of Preparation 

 
The half-year consolidated financial report is a general-purpose financial report, which has been prepared 
in accordance with the requirements of the Corporations Act 2001, applicable Accounting Standards, 
including AASB 134 Interim Financial Reporting and other mandatory professional reporting requirements. 
The half-year financial report has been prepared on historical cost basis. 
  
For the purpose of preparing the half-year financial report, the period has been treated as a discrete 
reporting period. 
 

(b) Significant Accounting Policies 
 
The half-year consolidated financial statements have been prepared using the same accounting policies 
as used in the annual financial statements for the year ended 30 June 2006, except for the adoption of 
amending standards mandatory for periods beginning on or after 1 July 2006, as described in Note 2(d). 
 

(c) Basis of consolidation 
 
The half-year consolidated financial statements comprise the financial statements of Vulcan Resources 
Limited and its subsidiaries as at 31 December 2006 (‘the Group’). 
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(d) Changes in accounting policies 
 

Australian Accounting Standards and UIG Interpretations that have recently been amended and are effective from 1 
July 2006 are outlined in the table below 
  

 
Standards and interpretations which are effective for the first time for December half years: 
 
AASB 2004-3 Amendments to Australian Accounting Standards 
AASB 2005-1 Amendments to Australian Accounting Standard 
AASB 2005-3 Amendments to Australian Accounting Standard [AASB 119] 
AASB 2005-4 Amendments to Australian Accounting Standards [AASB 139, AASB 132, AASB 1, 

AASB 1023 & AASB 1038] 
AASB 2005-5 Amendments to Australian Accounting Standards [AASB 1 & AASB 139] 
AASB 2005-6 Amendments to Australian Accounting Standards [AASB 3] 
AASB 2005-9 Amendments to Australian Accounting Standards [AASB 4, AASB 1023, AASB 139 & 

AASB 132] 
AASB 2006-1 Amendments to Australian Accounting Standards [AASB 121] 
AASB 2006-3 Amendments to Australian Accounting Standards [AASB 1045] 
AASB 119 (revised) Employee Benefits (revised December 2004) 
Interpretation 4 Determining whether an Arrangement contains a Lease 
Interpretation 5 Rights to Interests arising from Decommissioning, Restoration and Environmental 

Rehabilitation Funds 
Interpretation 6 Liabilities arising from Participating in a Specific Market – Waste Electrical and 

Electronic Equipment 
Interpretation 7 Applying the Restatement Approach under AASB 129 Financial Reporting in 

Hyperinflationary Economies 
Interpretation 8 Scope of AASB 2 
Interpretation 9 Reassessment of Embedded Derivatives 
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  31 December  

2006 
$ 

 31 December 
2005 

$ 
NOTE 2:  REVENUES AND EXPENSES    
Revenue and expenses from continuing operations    

(a) Revenue    
 Interest revenue  139,126  24,232
 Rental income  19,500  39,000
 Other income  2,145  -
    160,771  63,232
    
(b) Employee Benefits Expense      
 Staff expenses  391,142  300,982
 Staff options  314,675  63,828
  705,817  364,810
    
(c) Other Expenses    
 Corporate expenses  268,975  139,319
 Occupancy and related expenses  63,055  31,009
 Operating lease rental  78,260  68,955
 Travel expenses  93,257  50,008
 Consultants  69,180  37,500
 Exploration expenditure   (21,646)  2,528
 AIM expenses  278,067  -
 Other  -  69,869
  829,148  399,188
    
(d) Finance Costs    
 Bank loan interest  95,436  -
 Bank loan options  464,028  -
  559,464  -
    
  31 December  

2006 
$ 

 30 June 
2006 

$ 
NOTE 3: CASH AND CASH EQUIVALENTS    

For the purpose of the half-year condensed cash flow 
statement, cash and cash equivalents are comprised of 
the following: 

   

    
Cash at bank and in hand  528,781  2,918,754
Short-term deposits  4,826,000  4,343,000
  5,354,781  7,261,754
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    31 December 

2006 
$ 

 30 June  
2006 

$ 
NOTE 4: DEFERRED EXPLORATION AND EVALUATION COSTS 
The consolidated entity has mineral exploration costs 
carried forward in respect of areas of interest in the 
following minerals and phases: 

   

Areas in exploration and evaluation at cost     
Balance at beginning of the year    9,351,618  5,501,565
- Expenditure for the year    3,972,795  4,683,182
- Carrying value of tenements relinquished during the       
  year    -  (833,129)
- Exchange adjustment    457,836  -
    13,782,249  9,351,618
      
The ultimate recoupment of costs carried forward for exploration and evaluation phases is dependent on the 
successful development for commercial exploitation or sale of the respective mining areas. 

 
 
NOTE 5: INTEREST BEARING LOANS AND BORROWINGS    
       
Bank loan – face value    2,500,000  2,500,000
      
Unamortised       
Bank loan option cost    850,714  1,314,742
    1,649,286  1,185,258
 
On 22 February 2006 the Company entered into an agreement with Macquarie Bank Limited to receive a $2.5 
million loan facility to assist in funding the progression of the Definitive Feasibility Study on the Kylylahti 
Copper-Cobalt Project in Finland and the continued exploration and development of the Kuhmo Nickel Project 
in Finland. 
 
As part of the loan agreement the Company issued to the bank 10 million options exercisable at $0.25 which 
expire on 28 February 2009. The fair value of the options is $1,430,750 which has been offset against the face 
value of the loan and subsequently amortised over the life of the loan. 
 
Notwithstanding the accounting treatment described above the Company is required to repay the face value of 
the loan amounting to $2.5 million to Macquarie Bank Limited on 28 February 2008. 
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    31 December 

2006 
$ 

 30 June  
2006 

$ 
NOTE 6: CONTRIBUTED EQUITY RESERVES      

(a) Contributed Equity 
      
(i) Movements in ordinary fully paid shares on issue:      
 Balance at beginning of period      
 (88,865,258 ordinary shares)    17,391,022  7,445,111
 Conversion of 2,731,500 options at 25 cents each    -  1,150,966
 Issue of 10,433,784 shares at 21 cents per share     2,066,095  -
 Conversion of 400,000 options at 20 cents each    80,000  -
 Issue of 5,500,000 share at 30 cents per share    -  1,551,000
 Issue of 2,500,000 shares at 20 cents per share    -  500,000
 Issue of 25,917,392 shares at 23 cents per share    -  5,843,945
 Conversion of 4,500,000 options at 20 cents each    -  900,000
 Balance at end of period      
 (99,699,042 ordinary shares)    19,537,117  17,391,022
      
(b) Reserves      
      
(i) Share Option Reserve:      
 Balance at beginning of period    2,570,304  868,910
 Staff options    314,675  270,644
 Bank loan options    -  1,430,750
 Balance at end of period    2,884,979  2,570,304
      
(ii) Foreign Currency Translation Reserve:      
 Balance at beginning of period    402,315  (166,825)
 Currency translation differences    328,442  569,140
 Balance at end of year    730,757  402,315
 Total Reserves    3,615,736  2,972,619
 
NOTE 7:  SEGMENT INFORMATION        

The Group’s primary segment information is reported geographically being the business of mineral exploration 
and development. 
 
The following table presents revenue and loss information regarding business segments for the half year 
periods ended 31 December 2006 and 2005. 

 
2005 Australia Finland Eliminations Consolidated 

Revenues 303,232 - (240,000) 63,232 

Results (536,840) 65,548 (240,000) (711,292) 

 
2006 Australia Finland Eliminations Consolidated 

Revenues 400,771 - (240,000) 160,771 

Results (1,623,747) 86,525 (416,747) (1,953,969) 
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NOTE 8:  SHARE BASED PAYMENTS 

       

Employees were granted share options throughout the period. The exercise price of the options granted must 
be equal to or greater than the market price of the share on the date of grant. 
 
The following table illustrates the number, exercise prices and movements in share options, listed and 
unlisted, issued during the half-years ending 31 December 2006 and 2005. 
 
 2006 

No. 
2006 

WAEP 
2005 
No. 

2005 
WAEP 

Balance at the beginning of the period 26,040,000 0.22 35,790,001 0.22 

Granted during the period 4,260,000 0.30 - n/a 

Exercised during the period (400,000) 0.20 (4,603,866) 0.25 

Expired during the period - n/a (12,046,135) 0.25 

Balance at the end of the period 29,900,000  19,140,000  

     
 
The expense recognised in the income statement in relation to share-based payments, as determined by 
using the Black-Scholes model, is disclosed in note 2(b)  
 
The following table lists the inputs to the model for the half-years ending 31 December 2006 and 2005. 
 

 2006 2005 
Expected volatility (%) 62.59 - 74.39 98.72 

Risk-free interest rate (%)  5.98 - 6.05 5.75 

Expected Life of options (years) 1.21 - 2.75 1.48 

Option exercise price ($) 0.23 0.29 

Weighted average share price at grant date ($) 0.24 - 0.31 0.23 

 
NOTE 9:  EVENTS SUBSEQUENT TO BALANCE DATE 

On the 21 February 2007 the Company announced to the market that it had received shareholder approval to 
accept an offer from LinQ Resources Fund for the issue of a $5 million Convertible Note facility. The Note 
expires on 30 June 2008 and is convertible into ordinary shares at 30 cents per share. Normal commercial 
terms and conditions apply, the interest rate is 10% per annum. The funds will be applied to Vulcan’s Kylylahti 
Feasibility Study and other agreed expenditure. 
  
No other matter or circumstance has arisen since the half year ended 31 December 2006 which significantly 
affected or may significantly affect the operations of the Company, the results of those operations, or the state 
of affairs of the Company in future financial years. 
   
 
 
NOTE 10:  CONTINGENT LIABILITIES 

       

There has been no change in contingent liabilities since the last annual reporting date. 
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DIRECTORS’ DECLARATION 

 
In accordance with a resolution of the directors of Vulcan Resources Limited, I state that: 
 
In the opinion of directors: 
 
(a) The financial statements and notes of the consolidated entity: 
 (i) give a true and fair view of the financial position as at 31 December 2006 and the performance 

for the half-year ended on that date of the consolidated entity; and 
 

(ii) comply with Accounting Standard AASB 134 “Interim Financial Reporting” and the Corporations 
Regulations 2001; and 

 
(b) there are reasonable grounds to believe that the company will be able to pay its debts as and when they 

become due and payable. 
 
 
On behalf of the Board 
 
 
 
 
 
 
 
ALISTAIR COWDEN 
Director 
 
Perth, Western Australia 
Dated this 9th day of March 2007 
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