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Explanation of Structure of
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The 2009 Annual Report provides shareholders with detailed
information in relation to the financial statements, Directors’
Report (including remuneration report), ore reserves and
mineral resources and sustainable development. The Annual
Shareholder Review provides a summary of Iluka’s 2009
financial year and is available on Iluka’s website
www.iluka.com

Australian currency is shown in this report unless otherwise
indicated.

Notice of Annual General Meeting

The 55th Annual General Meeting of Iluka Resources Limited
will be held at the Swan Room at the Parmelia Hilton Hotel,
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The Directors present their report on the consolidated entity
consisting of Iluka Resources Limited and the entities it controlled at
the end of, or during, the year ended 31 December 2009.

DIRECTORS

The following individuals were Directors of Iluka Resources Limited
during the whole of the financial year and up to the date of this
report:

Robert Lindsay Every (Chairman)

Donald Marshall Morley

George John Pizzey (Deputy Chairman)

Gavin John Rezos

David Alexander Robb

Jenny Seabrook

Wayne Geoffrey Osborn (was appointed as Director on 26 March 2010)
Stephen John Turner (was appointed as Director on 26 March 2010)

PRINCIPAL ACTIVITIES

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

SIGNIFICANT CHANGES

During the year the following significant changes occurred:

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

(b)  Settlement was reached with Downer Mining for $9.0
million in relation to the long running dispute over the
construction by Downer Mining of the first stage of Iluka’s
Murray Basin operations, completed in 2007.

(c) The business service interruption insurance claim in respect
of the pipeline explosion at Apache Energy’s Varanus Island
facility was finalised.

(d)  Disposed of shares in Consolidated Rutile Limited (“CRL”)
on 27th May 2009 to Unimin Australia Limited for 45 cents
per share.

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

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

REVIEW OF OPERATIONS

Reported earnings

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

The result includes a significant non-cash charge of $67.6 million,
before tax, and a contribution of $23.3 million from the sale of Iluka’s
interest in Consolidated Rutile Limited (“CRL”).

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

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

Total cash costs of production of $453.6 million were 19.6 per cent
lower than 2008 due to the changes in production made during the
year. Unit cash costs of production of saleable product increased

by 12.2 per cent to $396/t due to a 27.8 per cent reduction in
production volumes associated with the production curtailments and
the cessation of lower value ilmenite mining operations in Western
Australia as they reached the end of their economic lives.

Total group EBIT, before impairment charges and reversals, was

a loss of $114.3 million (2008 profit: $50.6 million), with Mining
Area C (“MAC”) making an EBIT contribution of $50.2 million (2008
$56.4 million). MAC capacity payments were $2 million higher than
the prior year but royalty payments reduced, despite a 10 per cent
increase in sales volumes, due to lower iron ore prices received for
MAC product.

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

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

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

Gearing and net debt

Gearing (net debt/net debt + equity) was 25.9 per cent at 31
December 2009, compared with 17.4 per cent at 31 December 2008.
Net debt of $382.1 million increased by $166.4 million during the
period due to the significant capital expenditure on Murray Basin
Stage 2 and Jacinth Ambrosia. The increase was partially offset

by the proceeds from the sale of CRL and the share placement
amounting to approximately $200 million.

Dividend

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

ILUKA RESOURCES LIMITED



Income statement analysis

$ million 2009 2008 Variance%
Mineral sands revenue 576.0 894.8 (35.6)
Cash costs of production (453.6) (564.3) (19.6)
Inventory and overburden

movement 334 (77.2) n/a
Restructure and idle capacity

cash charges (50.1) (12.6) (297.6)
Government royalties (13.7) (20.0) 315
Marketing and selling (10.2) (11.2) 8.9
Asset sales and other income 142 39 264.1
Product and technical development (4.2) (10.2) 58.8
Exploration (16.2) (16.9) 41
Mineral sands EBITDA 75.6 186.3 (59.4)
Depreciation and amortisation ~ (176.2) (145.2) (21.3)
Mineral sands EBIT (100.6) 41.1 n/a
Currency hedging (42.9) (32.4) (32.4)
Mining Area C 50.2 56.4 (11.0)
Foreign exchange gains 5.0 10.6 (52.8)
Corporate and other (26.0) (25.1) (3.6)
Group EBIT before impairment

charges and reversals (114.3) 50.6 n/a
Impairment charges

and reversals (67.6) 55 n/a
Net interest costs (17.1) (23.2) 26.3
Interest capitalisation (Jacinth

Ambrosia and Murray Basin) 12.5 40 212.5
Rehabilitation accretion and

other finance costs (18.1) (15.0) (20.7)
(Loss) profit before tax (204.6) 219 n/a
Tax benefit 72.9 15.8 361.4
(Loss) profit from

continuing operations (131.7) 37.7 n/a
Profit from discontinued

operations (CRL & Narama) 229 473 (51.6)
(Loss) profit for the period (108.8) 85.0 n/a
CRL Minority Interests 0.2 (7.5) n/a
Net (Loss) Profit After Tax (108.6) 77.5 n/a

Mineral sands revenue

Mineral sands revenue reduced due to a 37 per cent reduction

in total sales volumes, including a 55 per cent reduction in sales
volumes for zircon, the highest value product. Higher prices were
achieved for all products. The timing of sales and movements in
exchange rates during 2008 and 2009 was such that the effect of
currency movements on 2009 mineral sands revenue compared with
2008 was not significant.

Tluka sold 60 per cent of its volumes, including 80 per cent of its
zircon volumes, in the second half of 2009.

Cash costs of production

Total cash costs of production reduced by 19.6 per cent, or $110.7
million, due to actions taken to reduce production in Western
Australia and the United States, together with a range of initiatives
to reduce operating and business support costs. Production of
finished product was 27.8 per cent lower than in 2008, including

a significant reduction in low value saleable ilmenite. As a
consequence of the focus on higher value products, the allocation of
fixed costs over lower volumes has contributed to an increased unit
cash cost of production for the group of 12.2 per cent to $396 per
tonne.
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Inventory movement

The increase in inventory is due to stockpiled intermediate product
that will be processed at Narngulu in future years as capacity allows.
This material is classified as non-current inventory in the balance
sheet.

Restructure and idle capacity cash charges

In response to the severe reduction in demand, particularly in

the first half of 2009, associated with global economic conditions,
Tluka implemented a range of initiatives to reduce production
volumes and cash operating costs in future periods. The reduced
volumes and associated cost reduction actions resulted in mineral
sands restructure and idle capacity cash costs of $50.1 million.
Approximately half of these costs relate to redundancy charges in
the Western Australian operations where approximately 50 per cent
of the productive capacity was idled.

Depreciation and amortisation

The increased charges are due to higher charges on Western
Australian assets associated with shorter operating lives following
the production changes made during 2009. The commissioning of the
Brink mine in Virginia in the first half of 2009 resulted in increased
charges for the US operation. No Murray Basin Stage 2 or Jacinth
Ambrosia assets were depreciated in 2009 as commissioning of both
operations was incomplete at year end.

Currency hedging

Losses of $42.9 million were realised mainly in the first half of
2009. Average spot exchange rates in the second half of 2009 were
comparable to hedge contract rates.

Mining Area C

Tron ore sales volumes increased 10 per cent to 40.3 million dry
metric tonnes but lower royalty payments were received due to
lower iron ore prices achieved by BHP Billiton for the product

upon which the MAC royalty is payable. Capacity payments for the
year were $8.0 million (2008: $6.0 million) due to higher annual
production to 30 June 2009 following the completion of an expansion
of the Area C operation by BHP Billiton.

Corporate and other costs

Corporate costs were $0.9 million lower than the prior year after
including restructure and other non-recurring costs of $7.7 million.
These costs include $3.7 million of legal and other costs associated
with the Roche dispute that were expensed in the first half, prior to
settlement of the matter.

Impairment charges

This represents the write off of fair values for deposits in Western
Australia ($38.5 million) and Murray Basin ($29.1 million) from
acquisitions in 1998 and 2002 that are now considered unlikely to be
mined.

Interest

The reduction in net interest costs, before capitalisation associated
with funding for the Jacinth Ambrosia and Murray Basin Stage 2
developments, reflects lower interest rates and a greater proportion
of US dollar denominated debt.
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Tax benefit

An income tax benefit of $72.9 million, at an effective tax benefit rate
of 35.6 per cent, is influenced by the tax expense on earnings in the
United States being 20 per cent and benefits associated with the
Australian Government’s Investment Allowance on eligible capital
expenditure increasing the Australian tax loss position. The 2008 tax
benefit of $15.8 million included a benefit for the recognition of prior
year losses in the United States.

Discontinued operations - CRL and Narama

The 2009 balance represents the operating results of CRL to the date
of sale and the gain on sale of CRL, net of tax. The 2008 balance
comprises the $30 million post tax gain on the sale of Iluka’s 50 per
cent share of the Narama coal joint venture, recognised in January
2008, and the post tax operating result of CRL for the year.

DIRECTORS’ PROFILES

Robert Lindsay Every, BSc, PhD, FTSE, FIE Aust, CP Eng, FAICD,
Chairman

Dr Every was appointed to the Board in March 2004. He is the
Chairman of Wesfarmers Limited, the Deputy Chairman of Boral
Limited and a Director of the charity Redkite. Dr Every was formerly
the Managing Director and Chief Executive Officer of OneSteel
Limited, a position from which he retired in May 2005. He was

also the Chairman of the New Zealand based listed company Steel
and Tube Holdings Limited and Managing Director of Tubemakers

of Australia and President of BHP Steel Limited. He was formerly

a Director of Sims Group Limited. Dr Every is a member of the
Remuneration and Nomination Committee.

Directorships of Listed Entities (last 3 years)

Wesfarmers Limited (appointed February 2006)

Boral Limited (appointed September 2007)

Sims Group Limited (appointed October 2005 resigned November
2007)

David Alexander Robb, BSc, GradDip(Personnel Administration),
FAIM, FAICD, Managing Director

Mr Robb commenced as Managing Director on 18 October 2006.

Mr Robb was previously Managing Director, Wesfarmers Energy

as well as executive Director, Wesfarmers Limited. Prior to joining
Wesfarmers he held senior positions with British Petroleum in
Australia and overseas, including chief executive responsibilities for
a national service business in the US; for oil, chemicals, consumer
goods, marine and aviation businesses in Malaysia and as director
responsible for oil marketing throughout South East Asia.

Directorships of Listed Entities (last 3 years)
Consolidated Rutile Limited (appointed October 2006 resigned May
2009)

George John Pizzey, BE (Chem), FellDip (Management),
FTSE, FAICD, FAIM, Deputy Chairman and Chairman of the
Remuneration and Nomination Committee

Mr Pizzey was appointed to the Board in November 2005. He has
extensive experience in mining and mineral processing. Mr Pizzey
was Chairman of Alcoa of Australia and held a number of senior
executive positions with Alcoa Inc (USA). He is a Director of Alumina
Limited, Amcor Limited and St Vincent’s Medical Research Institute.
He was formerly the Chairman of ION Limited (in administration),
Range River Gold and the London Metal Exchange UK and a Director
of WMC Resources Ltd and Ivanhoe Grammar School.

Directorships of Listed Entities (last 3 years)
Alumina Limited (appointed June 2007)
Amcor Limited (appointed September 2003)

Donald Marshall Morley, BSc, MBA, Hon. FAusIMM,
Chairman of the Audit and Risk Committee

Mr Morley was appointed to the Board in December 2002. He was
formerly the Chief Financial Officer and a Director of WMC Limited
from which he retired in October 2002. He is Chairman of Alumina
Limited and a Director of Spark Infrastructure Limited.

Directorships of Listed Entities (last 3 years)
Alumina Limited (appointed 11 December 2002)
Spark Infrastructure Ltd (appointed November 2005)

Gavin Rezos, BA, LLB, B.JURIS, MAICD

Mr Rezos was appointed to the Board in June 2006. He has
extensive Australian and international investment banking
experience and is a former Investment Banking Director of the HSBC
Group with regional roles during his HSBC career based in London,
Sydney and Dubai. Mr Rezos has held Chief Executive Office positions
and executive directorships of companies in the healthcare and
technology areas in the UK, US and Singapore and was formerly a
non-executive Director of Amity Oil NL (Antares). He is Chairman of
Alexium International Group Limited, a principal of Albion Capital
Partners and a Director of Rowing Australia. Mr Rezos is a member
of the Remuneration and Nomination Committee.

Directorships of Listed Entities (last 3 years)
Alexium International Group Limited (appointed March 2010)

Jennifer Anne Seabrook, BCom, ACA, FAICD

Ms Seabrook was appointed in May 2008. She is a Special Advisor
to Gresham Partners Limited. She is also a non-executive Director
of the Bank of Western Australia Limited, M G Kailis Holdings

Pty Limited and IRESS Market Technology Ltd. Ms Seabrook is a
member of the Takeovers Panel and Financial Advisory Group of the
Financial Services Institute of Australia (FINSIA) and a member

of ASIC’s External Advisory Group. She was formerly a Director

of West Australian Newspapers Holdings Limited, BWA Managed
Investments Limited, St Andrew’s Superannuation Services Ltd and
Western Power. Ms Seabrook is a member of the Audit and Risk
Committee.

Directorships of Listed Entities (last 3 years)

IRESS Market Technology Limited (appointed August 2008)

West Australian Newspaper Holdings Limited (appointed February
2006 resigned December 2008)

Wayne Geoffrey Oshorn, DipEng, MBA, FTSE, MIE(Aust), MAICD

Mr Osborn is a former Managing Director of Alcoa of Australia
Limited. He is a non-executive Director of Leighton Holdings Limited
and Wesfarmers Limited, Chairman of Thiess Pty Limited, Chairman
of the Australian Institute of Marine Science, a Director of the
International Centre for Radio Astronomy Research and a Trustee
of the Western Australian Museum. He was formerly a Director of
the Australian Business Arts Foundation and Vice President of the
Chamber of Commerce and Industry, Western Australia. Mr Osborn
is a member of the Remuneration and Nomination Committee.

Directorships of Listed Entities (last 3 years)
Leighton Holdings Limited (appointed 6 November 2008)

ILUKA RESOURCES LIMITED
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Stephen John Turner BCom, ACA

Mr Turner is a founder of the London Stock Exchange listed company,
International Ferro Metals Limited. He was the Chief Executive
Officer of International Ferro Metals Limited from 2002 to 2009 and
continues as a non-executive Director of that company. Mr Turner
has had responsibility for resource projects in Australia, Africa, and
the Pacific Islands. He was a founding Director of the Australian
subsidiary of PSG Investment Group, a South African investment
bank. He is an Australian Chartered Accountant. Mr Turner is a
member of the Audit and Risk Committee.

MEETINGS OF DIRECTORS

COMPANY SECRETARY

The Company Secretary is Mr Cameron Wilson LLB. Mr Wilson was
appointed to the position of Company Secretary in 2004. Before
joining Tluka Mr Wilson held a range of legal and commercial roles
at WMC Resources Limited and prior to that worked as a solicitor
with a major legal practice.

The numbers of meetings of the Company’s Board of Directors and of each Board Committee held during the year ended 31 December 2009, and

the numbers of meetings attended by each Director were:

Board of
Directors’ meetings

Remuneration and Nomination
Committee meetings

Audit and Risk
Committee meetings

Number Number Number Number Number Number
Director attended held attended held attended held
D A Robb 11 11
R L Every 11 11 6 7 5 5
D M Morley 10 11 7 7
G J Pizzey 11 11 5 5
G J Rezos 11 11 7 7 5 5
J A Seabrook 11 11 7 7
1 Dr Every attended the Audit & Risk Committee meeting by invitation but was not a member of the Committee.

DIRECTORS’ SHAREHOLDING

Directors’ shareholding is set out in note 21.

REMUNERATION REPORT

The remuneration report is set out on pages 6 to 17.

INDEMNIFICATION AND INSURANCE OF
OFFICERS

The Company indemnifies all Directors of the Company named in this
report and current and former executive officers of the Company
and its controlled entities against all liabilities to persons (other
than the Company or a related body corporate) which arise out of
the performance of their normal duties as Director or executive
officer unless the liability relates to conduct involving bad faith. The
Company also has a policy to indemnify the Directors and executive
officers against all costs and expenses incurred in defending an
action that falls within the scope of the indemnity and any resulting
payments.

The terms of engagement of Iluka’s external auditor includes an
indemnity in favour of the external auditor. This indemnity is in
accordance with PricewaterhouseCoopers’ standard Terms of
business and is conditional upon PricewaterhouseCoopers’ acting
as external auditor. Iluka has not otherwise indemnified or agreed
to indemnify the external auditors of Iluka at any time during the
financial year.
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During the year the Company has paid a premium in respect of
Directors’ and executive officers’ insurance. The contract contains
a prohibition on disclosure of the amount of the premium and the
nature of the liabilities under the policy.

NON-AUDIT SERVICES

The Company may decide to employ the auditor on assignments
additional to their statutory audit duties where the auditor’s
expertise and experience with the Company and/or the consolidated
entity are important.

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

. fees paid to external auditors for non-audit services for the
2009 year were within the Company policy; and

. none of the services undermine the general principles
relating to auditor independence as set out in APES 110
Code of Ethics for Professional Accountants.

A copy of the auditors’ independence declaration as required under
section 307C of the Corporations Act 2001 is set out on page 18.
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During the year the following fees were paid or payable for services provided by the auditor of the parent entity, its related practices and non-

related audit firms:

Consolidated

2009 2008
$000 $000
(@) Assurance services
Audit services
PricewaterhouseCoopers Australian firm:
Audit and review of financial reports and other audit work under the Corporations Act 2001 562 772
Related practices of PricewaterhouseCoopers Australian firm 52 73
Total remuneration for audit services 614 845
Other assurance services
Other 65 445
Total remuneration for other assurance services 65 445
(b) Taxation services
PricewaterhouseCoopers Australian firm:
Tax compliance services, including review of income tax returns 67 87
Related practices of PricewaterhouseCoopers Australian firm - 12
Total remuneration for taxation services 67 99
(c) Other services
PricewaterhouseCoopers Australian firm:
Other services 50 57
Related practices of PricewaterhouseCoopers Australian firm 34 -
Total remuneration for other services 84 57

ENVIRONMENTAL REGULATIONS

The Company’s Australian operations are subject to various
Commonwealth and State laws governing the protection of the
environment in areas such as air and water quality, waste emission
and disposal, environmental impact assessments, mine rehabilitation
and access to, and use of, ground water. In particular, some
operations are required to be licensed to conduct certain activities
under the environmental protection legislation of the state in which
they operate and such licenses include requirements specific to the
subject site.

So far as the Directors are aware, there have been no material
breaches of the Company’s licenses and all mining and exploration
activities have been undertaken in compliance with the relevant
environmental regulations.

MATTERS SUBSEQUENT TO THE END OF THE
FINANCIAL YEAR

The Directors are not aware of any matter or circumstance not
otherwise dealt with in the Directors’ Report that has or may
significantly affect the operations of the economic entity, the results
of those operations or the state of affairs of the economic entity in
subsequent financial years.

LIKELY DEVELOPMENTS AND EXPECTED
RESULTS

In the opinion of the Directors, likely developments in and expected
results of the operations of the consolidated entity have been
disclosed in significant events after balance date, disclosure

of further material relating to those matters could result in
unreasonable prejudice to the interests of the company and the
consolidated entity. That material has therefore been omitted from
the Directors’ report.

ROUNDING OF AMOUNTS

The Company is of a kind referred to in Class Order 98/0100, issued
by the Australian Securities & Investments Commission, relating to
the ‘rounding off’ of amounts in the Directors’ Report. Amounts in
the Directors’ Report have been rounded off in accordance with that
Class Order to the nearest hundred thousand dollars, or in certain
cases, to the nearest thousand dollars.

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

%

RL Every
Chairman

Perth
31 March 2010

ILUKA RESOURCES LIMITED
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REMUNERATION PRINCIPLES

Tluka’s remuneration practices are designed to support the
company’s objective — to create and deliver value for shareholders.
Accordingly, Iluka’s remuneration policy is designed to attract,
retain and motivate experienced executives and to ensure a focus
by executives on shareholder value creation and delivery. This
policy is based on the following principles:

Market Competitive

. fixed remuneration positioned at the market median of the
resources sector to support the company’s need to attract
and retain key executive talent

. executive rewards competitive within the sector in which
Tluka operates

an appropriate balance between fixed and variable
components of executive remuneration

Performance Based

. executives focused on both short and long term business
performance
. reward for achievement aligned to company performance

Shareholder Aligned

. performance objectives that support business growth and
improved shareholder returns

alignment of executive and shareholder interests supported
by executive share ownership

Transparent Practices

all aspects of executive remuneration should be transparent
in terms of disclosure, comply with relevant legislative
requirements and take account of market practice

COMPONENTS OF EXECUTIVE
REMUNERATION

Total Fixed Remuneration (“TFR”)  Competitively positioned at the
market median of the resources
sector to support attraction
and retention strategies.

Short Term Incentive Plan (“STIP”) Strong link to financial performance
and delivery of results requiring
profitability and sustainability
performance exceeding 90 per cent of
target before any award is payable for
these measures.

The STIP is designed to incentivise
executives whilst promoting equity
ownership through an award partly
in cash and partly in deferred equity.

Long Term Incentive Plan (“LTIP”)  Provides alignment with
shareholder interests through
Return on Equity (ROE) and Total
Shareholder Return (TSR) measured
over a three year period.

6 ANNUAL REPORT 2009

TARGET REMUNERATION MIX

Executive Remuneration is made up of fixed (TFR) and at risk (STIP
& LTIP) components. A significant portion of total remuneration

is at risk. The graph below shows the at target remuneration mix
compared with what was actually achieved in 2009.

H TFR | STIP  m LTIP

Managing Director
(at target)

Realised
in 2009

Executives (avg)
(at target)

Realised in
2009 (avg)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

ACTUAL EXECUTIVE PAY IN 2009

Details of the remuneration received by the Managing Director
and Key Executives prepared in accordance with statutory
requirements and accounting standards are detailed on page 16 of
the Remuneration Report.

The table below sets out the actual earnings realised by the
Managing Director and Key Executives for 2009. Actual earnings
include cash salary and fees, superannuation, non cash benefits
received during the year and the full value of incentive payments
received relating to the 2009 performance year. The table does not
include share based payments which reflect the accounting value
for share rights granted in the current and prior years which may
or may not be realised as they are dependent on the achievement
of performance hurdles.
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ACTUAL EXECUTIVE PAY IN 2009

2009 Total
Name Base Super Other? 2009 STIP? 2007 LTIP*  Actual Earnings
D Robb 1,431,078 68,922 51,489 521,685 - 2,073,174
P Beilby 382,263 34,404 - 46,532 - 463,199
P Benjamin 408,716 36,784 5,495 46,472 - 497,467
C Cobb! 83,194 7,488 - - - 90,682
V Hugo 374,950 28,823 5,495 80,982 - 490,250
ATate 450,306 40,528 - 131,157 - 621,991
H Umlauff 531,968 47,477 4,632 182,447 - 766,524
S Wickham 413,485 14,103 1,280 145,521 - 574,389
C Wilson 414,857 30,407 5,495 119,210 - 569,969
1 Appointed 12 October 2009, formerly Managing Director of Consolidated Rutile Limited.
2 Includes non-monetary benefits.
3 Represents total value of 2009 STIP which is awarded half in cash and half in deferred equity.
4 Represents the outcome of the 2007 LTIP for which the performance period concluded 31 December 2009.
ACTUAL EXECUTIVE PAY IN 2008

2008 Total
Name Base Super Other? 2008 STIP? LTIP* Actual Earnings
D Robb 1,402,793 97,207 31,189 1,634,994 - 3,166,183
P Beilby 336,544 32,502 - 295,596 - 664,642
P Benjamin 387,920 37,316 5,316 319,130 - 749,682
C Cobb! - - - - - -
V Hugo 355,963 34,293 5,316 311,714 - 707,286
ATate 290,520 24,958 - 370,342 - 685,820
H Umlauff 513,456 46,211 4,074 448,138 - 1,011,879
S Wickham 397,171 13,437 - 206,530 - 617,138
C Wilson 397,554 38,284 5,316 378,692 - 819,846
1 Appointed 12 October 2009, formerly Managing Director of Consolidated Rutile Limited.
2 Includes non-monetary benefits.
3 Represents total value of 2008 STIP which is awarded half in cash and half in deferred equity.
4 There were no LTIP plans due to vest in the 2008 reporting year.

2009 OVERVIEW

The company’s responses to the effects of the unprecedented
global economic conditions in 2009 are detailed in the Shareholder
Annual Review. In regard to remuneration policy and practices, the
company responded by implementing a number of actions affecting
Board, executive and general employee remuneration, including:

. the Managing Director’s fixed remuneration was not
increased in 2009 (last increase effective 1 January 2008);

. Director fees were not increased in 2009 (last increase

effective 1 July 2008);

. a recruitment freeze was established for the 2009 calendar
year (with the exception of critical roles) and will continue
into 2010;

. employees participating in the 2009 short term incentive

plan did not receive an increase to their fixed remuneration
for the 2010 annual salary review;

. no awards were made in relation to the profitability
component of the 2009 short term incentive plan (which
accounts for 60 per cent of total opportunity) with
awards limited to the achievement of group and regional
sustainability (10 per cent) objectives and individual
business growth objectives (30 per cent);

. the employee share plan was suspended for 2009; and
. the Iluka Retention Plan was closed in August 2009.

In addition, no awards were made in respect to the 2007 long
term incentive plan due to TSR and ROE performance not achieving
minimum targets.

Tluka continually reviews its incentive plans to ensure that
performance metrics are appropriately linked to short and long
term business requirements and shareholder value. Accordingly,
an additional performance hurdle has been introduced for the TSR
component of the long term incentive plan that absolute TSR must
be positive for any award to be made in relation to this measure.
This new performance hurdle will apply from 2010.

BOARD OVERSIGHT OF REMUNERATION
— REMUNERATION AND NOMINATION

COMMITTEE

The Remuneration and Nomination Committee (Committee)
operates in accordance with its charter as approved by the Board.
The Committee is comprised solely of independent non-executive
Directors and was chaired by Mr Pizzey in 2009.

ILUKA RESOURCES LIMITED
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The Committee’s responsibility is to provide assistance and
recommendations to the Board in support of the company’s
objective of creating and delivering value for shareholders and in
fulfilling its corporate governance responsibilities relating to the
following:

. overall remuneration strategy of the company;

. remuneration of non-executive Directors;

. performance and remuneration of the Managing Director
and key executives;

. selection and appointment of, and succession planning for,

non-executive Directors;

. selection and appointment of, and succession planning for,
the Managing Director; and
succession planning for key roles.

The Committee will also make decisions on behalf of the Board
where such authority has been expressly delegated by the Board.

The Committee has the resources and authority appropriate to
discharge its duties and responsibilities, including the authority
to engage external professionals on terms it determines
appropriate. During the 2009 year, external advisers mandated
by the Committee provided input on several matters relating to
remuneration. These advisers were:

. Ernst and Young, which provided advice in relation to Iluka’s
management and employee share plans;

. Egan Associates, which provided advice in respect to
general remuneration trends and other related issues;

McKenzie Moncrieff, which provided legal advice in respect
to share plans and executive remuneration.

In November and December 2009 the Remuneration and

Nomination Committee conducted an evaluation of its performance.

The remuneration policies and practices of CRL, a subsidiary of
Tluka until May 2009, were developed by the CRL Board and not by
the Board or Remuneration and Nomination Committee of Iluka.

REMUNERATION PRACTICES

The remuneration of an executive or manager is linked to both
annual business and individual performance outcomes and to the
company’s ability to generate competitive levels of shareholder
value, as defined by total shareholder return (“TSR”) and return on
equity (“ROE”), on a longer term basis.

In accordance with the interests of transparent practices, Iluka
discloses its current return on equity target range measure which
forms part of the long term incentive scheme.

Directors and key executives are prohibited from trading in
financial products issued or created over the company’s securities
by third parties, or trading in associated products and entering
into transactions which operate to limit the economic risk of

their security holdings in the company. This prohibition extends

to Directors and key executives taking out margin loans on their
holdings of Iluka securities.
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RELATIONSHIP BETWEEN REWARD AND
PERFORMANCE

As discussed in detail in the “Variable Incentives” section of this
report, the key performance measures underlying the incentive
plans in 2009 were:

. STIP: Profitability (ROC, EBIT and NPAT), Sustainability
(all'injury frequency rate, severity rate and notifications of
environmental incidents or licence breaches to government)
and Growth (individual objectives).

. LTIP: ROE and relative TSR

Performance against each of the above measures determines the
quantum of STIP awards paid to executives and the portion of LTIP
awards that vest to executives.

For the 2009 performance year, due to the financial performance
targets not being achieved, no STIP awards were made in relation
to the Profitability component of the plan. Awards were limited to
the Sustainability and Growth components only.

At the end of 2009, the 2007 LTIP grant completed its performance
period (1 January 2007 to 31 December 2009). Performance

was measured against both the ROE and relative TSR hurdles.
Performance and resulting vesting was as follows:

Performance Actual Implication
Component target performance for vesting
ROE tranche 5096 vesting for 2.18%
(50%) Threshold of 10%6 (before

with full vesting at adjustments)

target of 14% Nil vesting

and awards

Relative TSR 50th percentile for 315t lapse
tranche (50%0) 509 vesting and percentile

75th percentile
for full vesting

For statutory reporting purposes the company is also required
to show the five year total shareholder return and five years of
earnings. In summary:

During the period 1 January 2005 to 31 December 2009
the company completed a 4 for 7 renounceable share
rights entitlement at $2.55 per share in March 2008.
Assuming a shareholder participated in the rights issue,
a share purchased at the prevailing market price of $6.29
(closing price on 31 December 2004) has since generated
negative shareholder returns of $2.12, over the five year
period, excluding dividends (a -27.4 per cent return). With
aggregate dividend payments of $0.66 per share, the total
shareholder return was -18.9 per cent over the five year
period.
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Earnings over the same five year period are set out in the
table below:

31Dec 31Dec 31Dec 31Dec 31Dec
05 06 07 08 09

Net profit
after tax
($ million) (85.9) 21 511 775 (108.6)

Earnings
per share
(cents) (36.9) 9.1 21.6 22.4 (26.8)

Closing

share price

($) 7.00 5.94 411 4.64 3.58
Dividends paid

and declared

(cents) 22 22 22 N/A N/A

REMUNERATION STRUCTURE

This Remuneration Report discloses remuneration details for the
Managing Director, non-executive Directors and Key Management
Personnel of the company and the Iluka group in 2009.

Remuneration for executives comprises two components:

. total fixed remuneration which is made up of base salary
and superannuation, together with other salary sacrifice
items such as novated leases and car parking. Employees
are required to meet any fringe benefits tax obligations
applicable to benefits; and

. variable remuneration which is linked directly to
performance of both the company and the individual
executive and, as such, is deemed to be “at risk”.

The remuneration structure is designed to reflect an appropriate
balance between fixed and variable remuneration to ensure that
executive reward is aligned with the performance of the business.

TOTAL FIXED REMUNERATION

Tluka positions TFR at median levels of the market as defined by a
comparator group of Australian companies within the resources
market, as well as referencing job evaluation data and individual
competence levels of executives. Allowance is also made for the
competitive nature of the market for talent in the resources sector.

SUPERANNUATION BENEFITS

Tluka has appropriate superannuation and pension arrangements
in countries where it operates. In Australia, the company
contributes superannuation at the minimum required rate to each
executive’s nominated eligible fund. Individuals may elect to make
further voluntary contributions from pre-tax salary.

All Australian based executives are entitled to contribute to

the Iluka Superannuation Plan. The plan is administered by

ING Australia Limited as part of a master trust of which over

90 per cent of employees are members. The plan is primarily

an accumulation style plan. A small number of employees have
retained membership in a defined benefit sub-plan, a legacy from
the 1999 merger of Westralian Sands Limited with RGC Limited. The
defined benefit sub-plan is closed to new members. All executives
(as detailed on page 12) participate in the Iluka Superannuation
Plan or a fund of choice on an accumulation basis.

VARIABLE REMUNERATION

PERFORMANCE AND INCENTIVES

The current performance and incentive arrangements were
introduced for the 2007 performance year. The incentive
arrangements comprise a Short Term Incentive Plan (“STIP”) and
a Long Term Incentive Plan (“LTIP”). These distinct plans balance
the short and long term aspects of business performance, reflect
market practice and support business needs.

The incentive plans ensure a strong alignment between the
incentive arrangements of executives and the creation and
delivery of shareholder value and support Iluka’s aim of attracting,
retaining and motivating experienced executives.

The STIP and LTIP operate within the existing rules of the
Directors, Executives and Employees Share Acquisition Plan
(“DEESAP”), as approved by shareholders at the company’s Annual
General Meeting in May 1999.

At target levels of performance, the STIP represents two-thirds of
potential variable remuneration, and the LTIP represents one-third.

Only nominated managers and executives participate in the

STIP and LTIP The level of award opportunity is determined

by an individual’s role within the business and capacity to

impact the results of the company. In 2010, it is anticipated

that approximately 87 employees (representing 8.7 per cent of
employees and including all executives) will participate in the LTIP
and approximately 153 employees (representing 15.3 per cent of
employees and including all executives) will participate in the STIP

Objectives, measures and targets for both the STIP and the
LTIP are set on an annual basis and are subject to the approval
of the Board.

The target incentive opportunity for key executives under the STIP
is 60 per cent of TFR and under the LTIP is 30 per cent of TFR. At
stretch levels of performance the incentive opportunity under the
STIP increases to a maximum of 90 per cent of TFR.

THE SHORT TERM INCENTIVE PLAN

The STIP aims to provide an incentive to executives whilst also
promoting equity ownership, providing awards partly in cash and
partly in deferred equity.

The STIP is linked to group and regional financial and operational
performance and has a focus on return on capital (*ROC”) as a
key metric. A combination of financial and non-financial targets,
including safety and individual growth specific targets, are used
to measure performance and determine outcomes. Each metric
reflects the organisational unit within which the individual is
located (for example, regional versus corporate roles) and is
measured independently.

ILUKA RESOURCES LIMITED



The measures and weighting of objectives for the 2009
performance year were:
. Profitability (ROC, EBIT and NPAT)

. Sustainability (all injury frequency rate,
severity rate and notifications to government) 10 per cent

Growth (individual objectives)

60 per cent

30 per cent

The weighting of the growth measure is typically set at 30 per
cent, however the Board (on the recommendation of the Managing
Director) has discretion at any time to vary the growth weighting
for any individual within a range from 20 per cent to 40 per cent
in line with the process of objective setting and performance
assessment.

The process for the development and assessment of individual
objectives is a rigorous one. Objectives are linked to major
business opportunities and risks as typically identified in Iluka’s
Corporate Plan and to the priorities for the relevant year. Specific
and measurable deliverables and the timeframe for achievement
are defined for each objective. The deliverables and the timeframes
are set at a level of performance that is assessed to be achievable
at a stretch level of performance. Objectives are set in conjunction
with the Managing Director for all key executives, followed

by review and approval by the Remuneration and Nomination
Committee. The process is designed to ensure a close alignment
between the STIP and the company’s objective of creating and
delivering value for shareholders.

The STIP award is determined after the year-end based on an
assessment of the extent to which the individual’s objectives have
been achieved. The STIP requires profitability and sustainability
performance exceeding 90 per cent of target before any award

is payable for these measures. Outcomes are subject to rigorous
one-up manager assessment and, for the Managing Director and
key executives, by the Board.

Consistent with this approach, no STIP payments were made

to the Managing Director or key executives in respect to the
profitability component in 2009 (which represent 60 per cent of
total opportunity), reflecting the company’s failure to achieve
2009 financial targets. STIP awards made are reflective of the
achievement of group / regional sustainability targets (which
represent 10 per cent of total opportunity) and individual growth
objectives (which represent 30 per cent of total opportunity)

Half of the STIP award is paid in cash and half must be taken

on a deferred basis in the form of ordinary restricted shares

in Tluka. Fifty per cent of the restricted shares do not vest until
one year after the end of the performance period, while the
remaining fifty per cent does not vest until two years after the
end of the performance period. This mandatory deferral results
in a significant portion of the annual incentive becoming “medium
term” in nature. An employee must remain with the company
and continue to perform satisfactorily for the shares to vest and,
therefore, there is a significant trailing exposure to the value of
the company’s shares.

The process for determining the number of restricted shares to be
awarded to each participant is determined by dividing the dollar
value of the deferral component by the Volume Weighted Average
Price (“VWAP”) of Iluka shares traded on the ASX over the five
trading days following release of the company’s full year results.
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The deferred amount supports executive focus on both annual
and multi-year performance, as well as representing a tangible
retention factor.

THE LONG TERM INCENTIVE PLAN

The LTIP provides a grant of equity in the form of share rights for
Tluka shares that vest after three years subject to performance
over a three year period.

The grant is split into two separate tranches, with one tranche
(50 per cent) being assessed based on return on equity relative
to an internal target and the other (50 per cent) based on total
shareholder return performance relative to a comparator group
consisting of companies which comprise the Materials Index
and the ASX Mid Cap 50 Index at the commencement of the
performance period (excluding property trusts and duplication).
The two performance measures are applied as follows:

Return on Equity Tranche:

The ROE tranche of the LTIP grant vests based on a prospective
three year average ROE performance measure. Vesting occurs on a
straight line basis for performance between Threshold and Target.
Targets are set giving consideration to:

the company’s ROE performance history;

. planned strategic and business plan activity throughout the
performance period; and
. comparable company performance.

Current ROE targets are 10 per cent for Threshold and 14 per cent
for Target. These targets may be compared with a 10 year history
for Iluka (to 2008) in which the average ROE was 6.3, or with a 10
year average for the ASX 200 (less property trusts) of 13.9.

Targets are reviewed annually and set for a forward three year
period. It can be expected that, as sustainable performance
improves, targets will be increased - within the bounds of feasible
achievement - creating a “staircase” effect over time. Similarly,
because performance is measured over the three years as an
average, a failure to achieve targeted levels of performance in any
one year increases the hurdle in the remaining years.

ROE performance assessment is also subject to maintenance of an
acceptable level of gearing.

Total Shareholder Return Tranche:

The TSR tranche of the LTIP grant vests based on TSR relative to
a peer group of companies. The comparator group consists of the
companies which comprise the Materials Index and the ASX Mid
Cap 50 Index at the commencement of the performance period
(excluding property trusts and duplication). This comparator
group was chosen to provide a combination of companies from
Tluka’s defined industry sector and companies of a similar market
capitalisation to Iluka.

The combined group also ensures a sufficiently large peer group
for performance measurement, and provides less likelihood of
TSR performance being skewed to specific sub industry sectors or
specific stocks.
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LTIP Vesting Schedule

Percentage Maximum
Performance Hurdle of total grant percentage
Measure to be achieved that will vest of total grant
: o
TSR 50th percentile 25% 50%
75th percentile 50%
o
ROE Threshold 25% 50%
Target 50%
Total Grant 100%

Vesting occurs on a straight-line basis for performance between
threshold and target for both measures.

All offers and details of the maximum allocation for the Managing
Director and key executives are shown on page 17. It should

be noted that the maximum allocations listed are subject to the
respective performance criteria. If at the end of the performance
period the performance criteria have not been met there will be no
entitlement to shares.

PREVIOUS PERFORMANCE INCENTIVE
PROGRAMMES: 2005 AND 2006

During 2005 and 2006, Iluka operated the Performance Incentive
Programme (“PIP”) which has since been superseded by the STIP
and LTIP plans introduced in 2007.

For the 2005 PIP, at the end of the performance period in
December 2005, performance criteria were assessed for each
executive and an incentive award determined based on the level of
achievement. Half of the incentive award was paid in cash in March
2006. Executives received the remaining half of the award as rights
to fully paid ordinary shares in Iluka Resources Limited in annual
instalments of 25 per cent over four years with each tranche of
shares being subject to a ten year holding lock. Tranche one of the
2005 PIP vested in January 2007 with tranche two vesting January
2008. Tranche three of the 2005 PIP vested in January 2009 with
the final tranche vesting in January 2010.

For the 2006 PIP, at the end of the performance period in
December 2006, performance criteria were assessed for each
executive and an incentive award determined based on the level of
achievement. Half of the incentive award was paid in cash in March
2007. Executives received the remaining half as rights to fully paid
ordinary shares in Iluka Resources Limited over three years in

one third instalments which commenced in January 2007. The four
year holding period on vested share rights applicable for the 2005
PIP was replaced by a 50 per cent minimum holding requirement
once all shares have vested in the 2006 plan. Tranche one of the
2006 PIP vested in January 2007 with tranche two vesting January
2008. The final tranche of the 2006 PIP vested in January 2009.

SECURITIES TRADING

Tluka’s policy in relation to employees holding Iluka securities

is set out in the company’s Securities Trading Policy, which can
be found on the company’s website at www.iluka.com. The policy
sets out the circumstances in which employees may trade in
company securities.

REMUNERATION REVIEW

The company conducts a review of the remuneration of executives
and staff on an annual basis. Guidelines for reviews are considered
by the Board following recommendation by the Remuneration and
Nomination Committee. Review guidelines are based upon the
outcomes of direct and related market review data and external
advice from the company’s remuneration advisers. All employees
and executives participate in a performance review process which
is used in conjunction with market data to determine appropriate
remuneration recommendations.

Individual progress against objectives is reviewed throughout the
performance year with formal reviews occurring at half year and at
the conclusion of the performance year.

Recommendations by the Managing Director for STIP and LTIP
award outcomes and remuneration for key executives are
submitted to the Remuneration and Nomination Committee in
February of each year. In respect of all other eligible participants,
a one up manager approval process applies with final Managing
Director approval prior to any award or remuneration review
being implemented.

EMPLOYEE SHARE PLAN

The Board believes that strong employee alignment with shareholder
outcomes is a vital element of high performing companies

which create and deliver value for shareholders. Put simply, the
company wants all employees to identify with shareholder returns.
Accordingly, the company also operates an employee share plan
under the rules of the Iluka Resources Limited Employee Share Plan.
The Board may, from time to time, at its discretion, make written
offers to participate in the plan.

In 2007 and 2008, offers were made to eligible employees
(permanent employees with a minimum of twelve months service)
in Australia and the United States to receive ordinary shares in
Tluka Resources Limited to the value of $1,000.

To satisfy the legislative requirements of both Australia and the
United States, Australian employees received the shares under

a tax-exempt plan, with a three year sale restriction period

(a holding lock is applied during the restriction period). As US
employees do not have access to a tax exemption plan, they were
offered shares up to A$1,000 through a grant of restricted shares.
The shares will be held under the plan rules with a restriction
period of three years. To enable US employees to receive a tax
deferral, strict forfeiture conditions apply.

In 2007, of the 762 Australian employees eligible to participate,
608 (80 per cent) accepted the offer. In the US, 81 of 159 (51 per
cent) employees participated. Overall, a total of 689 of 921 (75 per
cent) eligible employees accepted the offer at a cost of $609,000.

In 2008, of the 708 Australian employees eligible to participate,
614 (87 per cent) accepted the offer. In the US, all 103 eligible
employees (100 per cent) employees participated in the offer.
Overall, a total of 717 of 811 (88 per cent) eligible employees
participated in the offer at a cost of $716,680.

Consistent with usual industry practice, shares acquired under the
Employee Share Plan are not subject to performance conditions as
the primary objective of the plan is to encourage share ownership
by all employees and, thereby, increase the alignment of employee
attitudes and actions with shareholder value creation and delivery.

ILUKA RESOURCES LIMITED
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As noted earlier, the employee share plan was not offered to
employees in 2009.

ILUKA RETENTION PLAN

During 2007 and 2008, the resources sector experienced very high
levels of competition for management and technical talent, with
resulting skill shortages and upward pressures on remuneration.
These pressures were particularly prevalent at the executive level
and for highly skilled professionals critical to business operation.

The Board recognises that continuity of management and retention
of key talent is critical to achieving the successful delivery of major
projects and other strategies in order to enhance shareholder
returns. In that context, the Board regularly reviews the market
competitiveness of executive remuneration and its ability to retain
key executives to achieve long term business objectives.

Consequently, in March 2008, the Board approved the introduction
of a Retention Plan limited to certain individuals identified as
critical to business outcomes over the medium term.

The Retention Plan offers participants a grant of share rights to
ordinary shares in Iluka Resources Limited which vest in full at the
conclusion of a three year retention period, subject to continued
satisfactory individual performance and approval by the Board, at
its discretion. The grant of share rights rather than a cash payment
provides a strong alignment of the interests of participants with
those of shareholders.

Where a participant voluntarily ceases employment during the
retention period, all share rights awarded under the Retention Plan
are forfeited.

Retention Plan share rights awarded to executives and Key
Management Personnel are included as rights granted in the table
on page 14.

In August 2009, the Board closed the Retention Plan.

NON-EXECUTIVE DIRECTORS’ REMUNERATION

The remuneration of the non-executive Directors is determined
by the Board on recommendation from the Remuneration and
Nomination Committee within a maximum aggregate amount
approved by shareholders at an Annual General Meeting. The
current maximum amount of non-executive Directors’ fees as
approved by shareholders is $1.1 million. The total amount paid in
2009, including superannuation, was $842,278.
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In 2009, the Board decided not to increase their fees and, as a
result, the fees (excluding superannuation) detailed below have
been in place since 1 July 2008:

. Non-executive Director Fees
Board Chairman
(inclusive of Committee fees) $275,000 per annum
Board Member $100,000 per annum
. Board Member Committee Fees
Audit and Risk Committee Chair $35,000 per annum
Remuneration and Nomination
Committee Chair $25,000 per annum
Audit and Risk Committee Member $17,500 per annum
Remuneration and Nomination
Committee Member $12,500 per annum

The minimum required employer superannuation contribution up
to the statutory maximum is paid into each Director’s nominated
eligible fund and is in addition to the above fees. Based on the
above fee structure, the current total non-executive Director
remuneration is $782,500 per annum, excluding superannuation,
or $842,636 including superannuation.

Non-executive Directors are able to purchase company shares
under the DEESAP utilising the funds that would otherwise be
payable to Directors as fees. These shares are acquired on market
and all transaction costs are borne by the relevant Director. Details
of Directors’ share purchases are listed on page 14 of the Report.
No performance conditions are attached to these shares as they
are purchased using sacrificed fees.

EXECUTIVE EMPLOYMENT AGREEMENTS

Remuneration and other terms of employment for the Managing
Director and key executives are formalised in service agreements.
The Managing Director and key executives are employed on a rolling
basis with no specified fixed terms. The Managing Director and
relevant executives are on total fixed remuneration arrangements,
inclusive of superannuation.
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DAVID ROBB - MANAGING DIRECTOR

Total Fixed Remuneration

$1,500,000 for the year ended 31 December 2009.
$1,500,000 from 1 January 2010.

2009 Short Term Incentive

90 per cent of TFR at target with up to 120 per cent of TFR for stretch performance awarded 50 per cent as cash and 50 per cent
as deferred equity.

Measure Weighting
Profitability (ROC, EBIT, NPAT) 50 per cent
Sustainability (all injury frequency rate, 10 per cent
severity rate, notifications to government)

Growth (individual objectives) 40 per cent

Individual objectives and related deliverables are set each year by the Board at what is assessed to be a stretch
level of performance. These objectives typically vary from year to year and in 2009 related to the company’s response
to the global economic crisis, major project development and certain industry related and other initiatives.

2009 Long Term Incentive

A grant of equity in the form of share rights of up to 30 per cent of TFR measured over of a three year performance period.

Measure Weighting
ROE 50 per cent
TSR 50 per cent

Share Rights

As disclosed previously, Mr Robb purchased approximately $500,000 of Iluka shares prior to commencing employment which
were matched with an equivalent award of share rights (71,851), due to vest on 1 July 2008. The number of share rights were
increased by 8,911 to address the dilutionary impact of the accelerated renounceable entitlement offer and 80,762 shares vested
to Mr Robb on 1 July 2008.

Retention Arrangements
Retention Offer
Performance Period

-Tranche 1
333,333 Share Rights

-Tranche 2
333,333 Share Rights

-Tranche 3
333,334 Share Rights

Vesting Conditions

Vesting Date

Forfeiture

At the 2008 AGM, shareholders approved the following retention arrangements for Mr Robb.
1,000,000 Share Rights offered in three equal tranches over a 3 year retention period.

The 12 month period commencing from the date which is 5 Business days after the announcement of the full year results for the
year ending 31 December 2007 (ie. Tranche 1 performance period is 27 February 2008 to 25 February 2009).

The performance hurdle for tranche 1 of Mr Robb’s retention plan was achieved with 333,333 share rights granted accordingly.

The 12 month period commencing from the date which is 5 Business days after the announcement of the full year results for the
year ending 31 December 2008 (ie. Tranche 2 performance period is 25 February 2009 to 3 March 2010).

The performance hurdle of tranche 2 of Mr Robb’s retention plan was not achieved and therefore, share rights relating to tranche
2 of the plan have not been awarded.

The 12 month period commencing from the date which is 5 Business days after the announcement of the full year results for the
year ending 31 December 2009 (ie. Tranche 3 performance period is 3 March 2010 to 2 March 2011).

A tranche of Retention Incentive Share Rights will vest on the Vesting Date if the TSR of the company calculated over the
Performance Period for that tranche is 15 per cent (Annual Hurdle); or

30 per cent TSR for the First and Second or Second and Third performance periods; or
45 per cent TSR measured over the First, Second and Third performance periods.

Subject to the performance criteria of each tranche being satisfied, each tranche will vest the day after the last day of the Tranche
3 performance period.

All entitlements under the retention plan are forfeited if Mr Robb resigns prior to the end of the three year retention period.

Termination Arrangements

At the 2007 AGM, shareholders approved the following termination payments which may become payable to Mr Robb under
the terms of the Executive Employment Agreement entered into between Mr Robb and the company on 18 October 2006.

With Notice Employment can be terminated during the contract period by giving 12 months notice or pay in lieu of notice plus a pro-rata short
term incentive component. All shares to which Mr Robb is entitled under the DEESAP will vest within three months of termination.
Without Notice In the case of misconduct and in certain other circumstances, employment can be terminated without notice and with no

entitlement to any payment under the executive incentive plan.

Voluntary Termination

Employment may be terminated by giving six months notice. Any pro-rata award under the executive incentive plan will be at the
discretion of the Board.

Termination for other reasons *

By Iluka on the ground of redundancy or by Mr Robb if, at the instigation of the Board he suffers a material diminution

in his status as Chief Executive Officer and Managing Director, by giving 24 months notice (if given in the first three years of
employment) or 12 months notice (thereafter) provided that Iluka may elect, or Mr Robb may require Iluka, to pay Mr Robb an
equivalent amount of TFR in lieu of notice.

+ By Iluka if Mr Robb suffers illness, accident or other cause which renders him unable to perform his duties, by giving Mr Robb
six months TFR.

+ Inthe circumstances described above, a termination payment equal to the total incentive target for which there would have
been an entitlement under the executive incentive plan for the relevant year calculated on a pro-rata basis for the relevant
notice period given by the company.

Protection of Interests

Mr Robb is restrained from engaging in certain activities during his employment, and for a period following termination of his
employment, in order to protect Iluka’s interests. The Executive Employment Agreement contains provisions relating to the
protection of confidential information and intellectual property.

ILUKA RESOURCES LIMITED
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EXECUTIVE SERVICE AGREEMENTS

Major provisions of the agreements relating to key executives included in this Remuneration Report are set out below.

Termination Notice Period Termination Notice Period Termination
Executive Position by Iluka by Employee Payments*
P Beilby General Manager Murray Basin 3 months 3 months 9 months
P Benjamin General Manager Exploration 3 months 3 months 12 months
C Cobb General Manager Sales and Marketing 3 months 3 months 9 months
V Hugo General Manager Product and
Technical Development 3 months 3 months 12 months
ATate Chief Financial Officer 3 months 3 months 9 months
H Umlauff General Manager SA Development and 3 months 3 months 12 months
Project Management
S Wickham General Manager Eastern and Western 3 months 3 months 9 months
Operations
C Wilson General Manager Corporate Services and 3 months 3 months 12 months
Company Secretary

*  Termination payments (other than for gross misconduct) are calculated on current total fixed remuneration at date of termination.

SHARE RIGHTS AND SHAREHOLDINGS OF KEY MANAGEMENT PERSONNEL

Number Of Shares Number Of Share Rights
Awarded as Balance Balance Granted Vested as Lapsed  Balance

Balance held Vesting of Restricted Other held at held at during shares during  during held at
Name at1/1/09 share rights Shares changes 31/12/09*  1/1/09 2009* 2009 2009 31/12/09
Non-Executive Directors
R Every 28,679 - - 28,679 - - - - -
D Morley 40,876 - - - 40,876 - - - - -
G Pizzey 16,351 - - - 16,351 - - - - -
G Rezos 63,602 - - - 63,602 - - - - -
J Seabrook 17,612 - - 1,702 19,314 - - - - -
Executive Director
D Robb 405,798 - 185,373 - 591,171 1,175,586 102,041 - (52,970) 1,224,657
Executives
P Beilby 86,203 6,858 33,514 - 126,575 134,992 28,571 (6,858)  (14,735) 141,970
P Benjamin 67,542 5,378 36,182 - 109,102 167,340 30,544 (5,378) (17,335 175171
C Cobb - - - - - - - - - -
V Hugo 77,077 8,786 35,341 - 121,204 116,337 27,823 8,786)  (17,480) 117,894
ATate - - 41,988 - 41,988 140,828 33,605 - - 174,433
H Umlauff 54,525 2,724 50,809 - 108,058 135,575 39,252 (2,724)  (25,666) 146,437
S Wickham 16,425 - 23,415 - 39,840 74,565 29,728 - (12,039) 92,254
C Wilson 43,741 9,286 42,935 (14,913) 81,049 174,279 30,544 9,286)  (17,335) 178,202

* Balances for the Executive Director and the Executives include restricted shares which will vest in future periods subject to legislative requirements.
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DETAILS OF REMUNERATION

Details of the remuneration of the directors and other Key Management Personnel (as defined in AASB 124 Related Party Disclosures) of Tluka
Resources Limited and the Iluka Resources Limited group are set out in the following tables. Other key management personnel of the company
and the group are the following executives who have authority for planning, directing and controlling the activities of the company and the