


CHAIRMANS’ LETTER TO SHAREHOLDERS

Dear Shareholders,

It has a been busy year at Alloy with focus on both our Australian gold projects and towards the end of the year on the
new opportunity in Laos. The year’s activities can be summarised as follows:
¢  growth of the WA gold resource base by 47,000 ounces to around 310,000 ounces;
completion of metallurgical and mining pre-feasibility studies for the Comet gold project;
drilling confirmation of the down dip continuation of the Comet orebody;
generation of a nickel exploration project at Kurrajong;
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exploration at the Horse Well and Doyle’s Dam projects; and
€  generation of an exciting new base metal and gold exploration project in Laos.

We have grown our gold resource base by adding new ounces of optimised JORC compliant resources, bringing the
total gold resources of the Company to approximately 310,000 ounces. Deep drilling below the Comet ore body has
shown depth continuation, and further drill out of this depth extension and below will occur from underground when
mining commences. Drilling on other geophysical and structural targets hit mineralisation at predicted depths, but assay
results were mixed.

At Comet, the Company has completed a metallurgical study, followed by a pre-feasibility study on constructing a mill
and associated infrastructure at site to treat up to 250,000 tonnes of ore per annum. The metallurgical test results were
positive, with tests confirming consistency of higher grades, high gravity recovery, and high recovery from gravity tails,
for an overall test recovery of greater than 94%. The pre-feasibility study showed that increased costs for mining and
processing at site, relative to the spot gold price, has adversely impacted on the estimated cash flow required to
pay back the development costs and generate acceptable returns in a short time frame. Therefore, the Company has
deferred any decision on developing an on site treatment facility until the A$ gold price rises to a level that will result in
an acceptable return. In the meantime the Company is evaluating options to mine higher grade material and toll treat
through a mill located within trucking distance of Comet.

The Company also identified the Kurrajong nickel project in a region to the west of Comet that contains olivine cumulate
rocks with high background nickel and magnesium-oxide. This exciting geological setting has potential for hosting nickel
sulphide mineralisation. Electromagnetic surveying has already identified drilling targets, and exploration is scheduled
to continue in the year ahead.

Following a very detailed and focused effort to find another high quality exploration project, the Company was fortunate
to identify and subsequently secure rights to a project in Laos. The Nam Thong project is in a geological setting that is
very prospective for base and precious metal discoveries of large, epithermal mineral deposits, and the project area
already contains several exciting prospects.

As the Nam Thong project looks set to become the Company’s main exploration focus, we will shift our attention and
efforts to that region for the coming year. However, exploration will continue at the WA projects as Alloy continues to
assess ways to unlock value from our existing gold resource base.

| would like to take this opportunity to thank Jayson, Peter and our Exploration Manager Jeffrey for their efforts in
progressing our projects, Kevin for his work as Company Secretary and the rest of the team at Alloy. The coming year
promises to be an interesting one and | hope a rewarding one for our shareholders.

Yours faithfully,

Peter Harold
Chairman
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REVIEW OF OPERATIONS

Highlights

¢ A joint venture agreement (VA) has been signed with Nilandon Mining Development Limited (Laos) where Alloy
can obtain majority interest in a mineral exploration concession under application in the Lao PDR (Laos). The
application area covers 1,000 sq km, and is adjacent to Pan Australian Resources Limited’s Phu Bia concession
area. Alloy is pursuing the joint venture because the concession area has excellent potential to host large
epithermal copper-gold deposits. Several base metal and gold prospects have already been identified within the
concession area. The Nilandon application is currently being reviewed by the Lao government, and it is hoped
that the concession will be granted shortly. Nilandon also holds a mining licence within the concession area that
contains an advanced base metal and gold prospect which forms part of the IVA. Recent rock chip sampling in
the mining lease area has returned very encouraging base metal results.

¢  Gold resources in the Company’s 100% owned WA projects were increased from 262,707 ounces last year
to 309,756 ounces (JORC compliant).

¢ Metallurgical and pre-feasibility studies were completed on the Comet gold project, with a view to commence
mining and process ore on site. Based on metallurgical results and recommendations for optimal processing plant
design, a pre-feasibility study on a stand alone plant and associated infrastructure was undertaken. This study
resulted in an estimated average cost per ounce that was considered to be too marginal to warrant stand alone
project development at the current gold price. The Company is now focussing on toll milling arrangements to
advance the project, and will reconsider milling on site at higher gold prices.

¢  Diamond drilling below the Comet ore body confirmed depth extension of the ore body by 150 metres below
existing drilling coverage, and this remains open at depth. Exploration to drill out the deeper parts of the ore body
will be carried out from underground should mining commence.

¢ The Company identified highly prospective ultramafic geology for hosting nickel sulphide mineralisation in its
tenements east of Comet. Two adjoining tenements containing the northern continuation of the prospective
ultramafic rocks were acquired, and the tenement package now forms the Kurrajong Nickel project. This project
area is being explored using geophysical and geochemical methods to generate drilling targets.

&  Exploratory drilling was carried out at the Comet project, and geochemical surveys were carried out on target
areas within the Comet and Doyle’s Dam projects.

Laos Concession Application Area

Project Background
The Lao Project has excellent potential to host large copper-gold deposits, and already contains an advanced copper-
gold mineralised area within a granted mining lease. It will become the Company’s main focus when the Lao govern-
ment approves the exploration and mining concession application and foreign investment licence for establishment of a
joint venture company.

The Laos Project was chosen for its exceptional geological location, abundance of mineral occurrences, pro-mining
government, lack of modern exploration, proximity to new mines, and available labour force with a high literacy rate.

Laos is a politically stable, developing nation with a population of 6.5 million people. It has a landmass of less than
5% the size of Australia, and is landlocked between Vietham, Thailand, Cambodia, Burma and China, and is an
ASEAN member. The Lao government allows for foreign ownership of exploration and mining projects, and provides a
number of tax exemptions to promote exploration and mining projects.

The Company’s concession application area abuts the north-eastern boundary of Pan Australian’s Phu Bia concession in
the Xiang Khouang province. There are already a significant number of base metal and gold occurrences within the
concession area, and some of these sit on a pronounced, eastwest trending structure that has similarities to Oxiana’s
Sepon mineral district.
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REVIEW OF OPERATIONS

The IV partners, Nilandon Mining and Development Co. Ltd. (Laos), have been carrying out small scale, artisanal gold
mining on the mining lease for several years. Nilandon’s exploration and mining concession application area surrounds
the mining lease and covers 1,000 sqg kms of prospective geology to the north and east. There has been no exploration
drilling within this application area. The application is under review by the Lao Department of Mines and Energy, and
is expected to be approved during 2007. When granted, Alloy will commence intensive exploration on the lease, and
will focus regional exploration on high priority copper-gold exploration targets to the east.

Alloy now joins other Australian explorers and miners working in Laos, such as Oxiana Limited, Pan Australian Resources
Limited, Rox Resources Limited, Argonaut Resources NL and Hill End Gold Limited.

Geology and Mineral Potential

The Nam Thong Project Area sits at the junction between two key, mineralised fold belts. These are the north-east
trending Loei-Luang Phrabang Foldbelt, which runs from Thailand into Laos and hosts Kingsgate’s Chatree Gold Mine
and Pan Australian’s Puthep Project and Phu Bia Cu-Au Mine, and the north-west trending Truongson Foldbelt that hosts
Oxiana’s Sepon Cu-Au Mine. The concession application abuts the eastern side of Pan Australian’s Phu Bia concession.

The mineralised host rocks are Palaeozoic sediments and Permo-Triassic volcanic rocks and intrusive porphyry dykes and
stocks, shot through with quartz veining and sulphide alteration. The geology and mineralisation is very similar to Sepon,
in that host rocks are siltstones, limestones and porphyry dykes altered by silica and sulphide minerals; and mineralisation
follows eastwest trending structures in the Truongson Foldbelt. The main copper-gold mineralised structure within the
mining lease runs for 4 kms in an eastwest direction. The drainage systems surrounding the mining lease were historically
exploited for alluvial gold when the French were active in Laos, prior to 1975.

There is little outcrop in the artisanal gold mining area at the “Nam Thong” prospect, but where rocks have been exposed
in mine cuts and hand dug trenches, they are often stained by copper or iron oxides, or are altered by silica and quartz
veining. Gold is produced on a small scale by panning soil above bedrock and by manually crushing mineralised
bedrock exposed by pitting and trenching, and then gravity concentrating the gold. Recent rock chip sampling results from
Nam Thong confirm consistent high base metal grades associated with elevated gold and silver (up to 19% Cu, 15% Pb,
and 9% Zn). There has been no modern exploration or drilling on the mining lease to date.

Access to the Project Area is by half hour flight from the Lao capital Vientiane to the town of Phonsavan, followed by a
25 km drive to the east. The Project Area is in rugged terrain, with access to the western and southern part by 4 wheel
drive dirt track, much of it constructed by the IV partners. lungle forest and subsistence farms occur to the east, and part
of this eastern area can now be accessed by a
recently constructed logging track. The remainder
for the area is accessed by trekking or by
helicopter.

Joint Venture Agreement

A joint venture agreement (JVA) has been signed
between Nilandon and Alloy, and formation of a
joint venture company is pending approval from
the Lao Committee for Planning and Investment.
The VA is composed of staged reimbursement
payments for development in the mining lease
area and surrounds, and for progressing the
application process on the exploration and
mining concession area. Minimum exploration
expenditure is also required to earn 60% interest
in the project either through equity in Nilandon or
establishment of a )V Company. If Alloys funds a
Bankable Feasibility Study (BFS) on any
discovery, it will earn an 80% interest.
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The terms of the JVA are:

1)  Afirst payment of US$250,000 was made within 7 days of signing a memorandum of understanding in late June
2007. Exploration work began on the granted mining lease and data compilation began on the surrounding
concession application area.

2) A formal VA was signed in early September 2007, and a second payment of US$300,000 will be made on
granting of the exploration and mining concession. Alloy is committed to spending a minimum of US$500,000
on exploration over an 18 month period from land access being available to commence exploration.

3) A third payment of US$650,000 is made after the 18 month exploration period for Alloy to retain 60% interest
in the Company holding the concession. Nilandon’s remaining 40% interest is free-carried until the completion of
a BFS, or Alloy may elect not to make the third payment and walk away from the project with no interest.

4)  Alloy to earn 80% in the Company holding the concession on completion of a BFS, and then both partners
contribute to the JV expenses on a pro-rata basis, or either party may elect not to contribute and have their interest
diluted on a pro-rata basis using a standard dilution formula.

5)  Any party that dilutes down to 2% interest will have their interest converted to a royalty.
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Gold Resources, WA Projects

Future Exploration Activities
The artisanal mining area, “Nam Thong Prospect”, is
currently undergoing low impact exploration.

Preliminary exploration activities include geological mapping,
geochemical sampling and trenching. In addition, Alloy will
commence an extensive geophysics, trenching and pitting
program designed to identify areas of significant interest.
Much of this work will be carried out in preparation for drilling
upon anticipated granting of the exploration concession;
which is expected to be granted by the end of the year.
Alloy has commenced discussions regarding the availability
of drill rigs in the area and expects to secure the services of a
contractor shortly.

Exploration in the less explored, northern and eastern parts
of the Project area will consist of:

remote sensing analysis and targeting,
geological mapping and rock chipping,
stream sediment and soil geochemistry,
airborne geophysical surveying,

pitting and trenching, and

drilling.

L 2R R R S 2R 4

The combined gold resources from WA projects 100% owned by the Company have increased by 42% since ASX
listing in April 2006. At listing, the Company started with a gold resource base of 218,000 ounces, and this has been
increased over the last year and half by an additional 91,756 ounces for a current total of 309,755 ounces. Resources
were optimised using full dilution parameters for both open cut and underground mining methods. The prospects that
make up the gold resource base are listed in Table 1.

TABLE 1. ALLOY’S WA GOLD RESOURCES

Grade Ounces
Project Prospect JORC Category Tonnes (9/t Au) Au
Comet Comet Underground indicated 490,000 5.8 91,383
Comet Underground inferred 352,000 6.5 73,569
Comet South indicated 139,300 2.23 9,185
Comet North indicated 180,000 2 11,576
Pinnacles indicated 434,000 1.7 23,723
Eclipse indicated 55,000 3.4 6,013
Eclipse inferred 22,000 4.8 3,395
Venus indicated 144,000 2.75 12,733
Horse Well Palomino indicated 607,000 2.6 53,000
Bronco indicated 22,078 2.72 1,930
Filly indicated 151,199 1.86 9,043
Filly Sw indicated 62,487 7.07 14,205
Total: 309,755

See Note 1 regarding resource estimations.
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88 Creek

Project Background
This project is a joint venture between Alloy and North Australian Diamonds Limited. Alloy has the right to earn 51% in
the project by expending $700,000.

Location and Geology

The project is located in the Northern Kimberley region of Western Australia, some 150 kilometres north-west of the
town of Kununurra. The geology is comprised of broadly folded and faulted Proterozoic sediments and basalt lava flows
deposited within the North Kimberly Basin. Extensive, geochemical gold anomalies and visible gold particles have been
discovered in Proterozoic sediments and basalt flows that have characteristic epithermal alteration textures. Low grade
gold was encountered at the 88 Creek Prospect during shallow drilling (mostly above 50 metres depth) by North
Australian Diamonds Limited in 2002. This drilling confirmed a bedrock source for the geochemical gold anomalies,
and it is possible that the intensity of alteration and gold grade will increase with depth.

Exploration Activities

Induced polarisation surveys were carried out before the wet season set in. This showed a subtle conductive horizon at
100 m depth below the main tenement at 88 Creek, but there were no chargeability anomalies in the survey data. The
main tenement then expired in March 2007, but a two year extension was recently granted.

Future Work
The Company is currently assessing a drilling program of 2 to 4 holes to about 200 m depth each. So far, it has been
difficult to source a drilling rig that has the ability to get into this remote area.

Doyle’s Dam

Project Background

Tenements comprising the Doyle’s Dam project are held 100% by Alloy. This project is in a mature gold producing region
located 45 kilometres to the westnorth-west of Kalgoorlie. It covers the Doyle’s Dam granodiorite, where previous
exploration has identified geochemical gold anomalies coincident to fault structures within the granodiorite. This
geological setting is similar to the Golden Cities and Federal open cut gold mines in the Kalgoorlie region.

Exploration Activities
A Mag-lag geochemical survey was completed over the entire group of tenements, with sample spacing tightened over
demagnetised structures. Results of this survey are not yet available.

Future Work
RC drilling will be carried out on high priority targets generated by the recent geochemical surveying.

Interest in Nam Thong Mining Co Ltd

Alloy has taken a 49.75% shareholding in Nam Thong Mining Co Ltd (Thailand). Nam Thong Mining is currently
evaluating high value exploration and mining projects in Thailand that would complement Alloy’s project generation
strategy for the SE Asia region.

The information in this report which relates to Exploration Results is based on information compiled by Dr. Jayson Meyers, Managing Director
of Alloy Resources Limited and who is a Member of the Australian Institute of Geoscientists. Dr. Meyers has sufficient experience which is
relevant to the style of mineralisation and type of deposit under consideration and to the activity which he is undertaking to qualify as a
Competent Person as defined in the 2004 Edition of the “Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore
Reserves.” Dr. Meyers consents to the inclusion in the report of the matters based on this information in the form and context in which it appears.

Note 1: The resources in this statement are based on work carried out by Dr. S. Carras FAusIMM of Carras Mining Pty Ltd. Dr. Carras has
30 years of experience which is relevant to the style of mineralisation and type of deposit under consideration and to the activity which he is
undertaking to qualify as a Competent Person as defined in the 2004 edition of the “Australian Code of reporting of Exploration results,
Mineral resources and Ore reserves” and consents to the inclusion in this report of the information in the form and context in which it appears.
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SCHEDULE OF TENEMENTS

Project Tenement Alloy Equity

(All tenements registered to Alloy Resources Limited except where noted below)

88 Creek E80/3765 100%
E80/3766 100%
North Australian Diamonds Limited 100% E80/2753 Earning 51%
(Alloy earning 51% by expenditure of $700,000)
Furnace Technologies Pty Ltd E80/3755 100%
Comet — Webb's Patch M21/8 100%
M21/67 100%
M21/68 100%
M21/71 100%
M21/72 100%
M21/80 100%
M21/81 100%
M21/88 100%
E20/531 100%
Waygood Pty Ltd E20/573 100%
Mavia Pty Ltd E20/616 Earning 80%
(Alloy earning 80% by required expenditure over 2 years)
E21/110 100%
Anglo Australian Resources Limited 100% E21/115 Earning 60%
(Alloy earning 60% by expenditure of $150,000)
E21/121 100%
E21/125 100%
P20/1931 100%
P20/1977 100%
Kay Nominees Pty Ltd 100% P21/621 100%
(Alloy Right pursuant to Sale Agreement)
P21/629 100%
P21/641 100%
P21/642 100%
Horse Well
Eskay Resources Pty Ltd 100% E69/1772 100%
(Eskay Resources Pty Ltd is a wholly owned
subsidiary of Alloy Resources Limited)
Doyles Dam P16/2270 100%
P16/2271 100%
P16/2272 100%
P16/2273 100%
P16/2274 100%
P16/2275 100%
P16/2276 100%
P16/2277 100%
P16/2278 100%
P16/2279 100%
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CORPORATE GOVERNANCE STATEMENT

The Directors of Alloy Resources Limited (“Alloy”) or the (“Company”) support the establishment and ongoing develop-
ment of good corporate governance for the Company and the consolidated entity.

Alloy has adopted systems of control and accountability as the basis for the administration of corporate governance.
These policies and procedures are summarised below. The Board of the Company is committed to administering the
policies and procedures with openness and integrity, pursuing the true spirit of corporate governance commensurate with
the Company’s needs.

The Board and management are committed to corporate governance and, to the extent they are applicable to
the Company, have adopted the Ten Essential Corporate Governance Principles and each of the Best Practice
Recommendations as published by ASX Corporate Governance Council ("ASX Principles and Recommendations").

Further information about the Company's corporate governance practices is set out on the Company's website at
www.alloyres.com. In accordance with the recommendations of the ASX, information published on the Company's
website includes:

Board Charter

Code of Conduct

Summary of Policy for Trading in Company Securities
Continuous Disclosure Policy

Shareholder Communication Strategy

Company Code of Ethics and Conduct

This Statement sets out the corporate governance practices in place during the financial year and as at the date of this
report which comply with the recommendations of the Corporate Governance Council unless otherwise stated.

Corporate Governance Council Recommendation 1

Role of the Board of Directors
The role of the Board is to build long term sustainable value for its security holders whilst respecting the interests of
its stakeholders.

In order to fulfil this role, the Board is responsible for the overall corporate governance of the Company including
formulating its strategic direction, setting remuneration and monitoring the performance of Directors and executives. The
Board relies on Senior Executives to assist it in approving and monitoring expenditure, ensuring the integrity of internal
controls and management information systems and monitoring and approving financial and other reporting.

The Board has adopted a Board Charter which clarifies the respective roles of the Board and senior management and
assists in decision making processes.

Corporate Governance Council Recommendation 2

Board Composition
The Constitution of the Company provides that the number of Directors shall not be less than three. There is no
requirement for any share holding qualification.

The membership of the Board, its activities and composition is subject to periodic review. The criteria for determining
the identification and appointment of a suitable candidate for the Board shall include the quality of the individual,
background of experience and achievement, compatibility with other Board members, credibility within the scope of
activities of the Company, intellectual ability to contribute to Board duties and physical ability to undertake Board duties
and responsibilities.

Directors are initially appointed by the Board and are subject to re-election by shareholders at the next general meeting.
In any event one third of the Directors are subject to re-election by shareholders at each general meeting.

The Board is presently comprised of four members, two non-executives and two executives.
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CORPORATE GOVERNANCE STATEMENT

The Board has assessed the independence of its non executive directors according to the definition contained within
the ASX Corporate Governance Guidelines and has concluded that the current non-executive Chairman Mr Peter Harold
is the only director that meets the recommended independence criteria.

The skills, experience and expertise of all Directors is set out in the Directors’ details section of the Directors’ Report.

The Board does not have a separate Nomination Committee as the selection and appointment process for Directors is
carried out by the full Board. The Company is not of a sufficient size to warrant a separate committee.

The Board does not have a majority of independent directors as set out in the best practice recommendations. However,
the Board considers that both its structure and composition are appropriate given the size of the Company and that the
interests of the Company and its shareholders are well met.

Corporate Governance Council Recommendation 3

Ethical and Responsible Decision Making
The Board actively promotes ethical and responsible decision making.

Code of Conduct
The Board has adopted a Code of Conduct that applies to Directors and key Executives of the Company. This Code
addresses expectations for conduct in accordance with legal requirements and agreed ethical standards.

In addition the Board has adopted an Ethics and Conduct Policy which applies to all employees, consultants and
Directors.

The Ethics and Conduct Policy addresses the following:

Confidential Information;

Rights of Security holders;

Privacy;

Security Trading;

Communications;

Conflicts of Interest;

Responsibility to Suppliers and Customers;
Laws and Regulations;

Employment; and

Adherence to Policies and Procedures.

L 2R 2R 2K 2R 2R 2R 2R 2K 2R 4

Security Trading Policy

The Board is committed to ensuring that the Company, its Directors and senior executives comply with their legal
obligations as well as conducting their business in a transparent and ethical manner. Directors and senior executives
(including their immediate family or any entity for which they control investment decisions), must ensure that any trading
in securities issued by the Company is undertaken within the framework set out in the Security Trading Policy.

The Policy does not prevent Directors and senior executives (including their immediate family or any entity for which they
control investment decisions) from participating in any share plan or share offers established or made by the Company,
provided that at the time the individual is not in possession of any price sensitive information, not otherwise generally
available to all security holders.

The Board has a policy which prohibits trading in the securities of the Company by Directors and senior executives and
employees unless notification has been provided to the Chairman or the Company Secretary confirming that they are
not in possession of any unpublished price sensitive information.

Annual Report 2007
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CORPORATE GOVERNANCE STATEMENT

Corporate Governance Council Recommendation 4
Integrity in Financial Reporting

Managing Director and Company Secretary

The Board requires the Executive Director and the Company Secretary to provide a written statement that the financial
statements of Company present a true and fair view, in all material aspects, of the financial position and operational
results. In addition, confirmation is provided that all relevant accounting standards have been appropriately applied.

Audit Committee

The Company does not have a separately constituted audit committee. The Company is not of a size nor are the affairs
of a complexity sufficient to warrant the existence of a separate audit committee. All matters which could be delegated
to such a committee are dealt with by the full Board.

External audit recommendations, internal control matters and any other matters arising from the half-year audit review
and the annual statutory audit are discussed directly between the Board and the audit engagement partner.

External Auditors
The Company’s policy is to appoint external Auditors who clearly demonstrate quality and independence. Performance
of the external auditor is reviewed annually by the Board. Auditor rotation is as required by the Corporations Act 2001.

The external auditor is requested to attend the annual general meeting and be available to answer shareholder questions
about the conduct of the audit and the preparation and content of the audit report

Financial reporting
The Board relies on senior executives to monitor the internal controls within the Company. Financial performance is
monitored on a regular basis by the Managing Director who reports to the Board at the scheduled Board Meetings.

Corporate Governance Council Recommendation 5

Timely and Balanced Disclosure

The Board is committed to the promotion of investor confidence by providing full and timely information to all security
holders and market participants about the Company’s activities and to comply with the continuous disclosure
requirements contained in the Corporations Act 2001 and the Australian Stock Exchange Listing Rules. The Company
has adopted a Continuous Disclosure Policy designed to ensure compliance with the ASX Listing Rule Requirements.

Continuous disclosure is discussed at all regular Board meetings and on an ongoing basis the Board ensures that all
activities are reviewed with a view to the necessity for disclosure to security holders.

In accordance with ASX Listing Rules the Company Secretary has been appointed as the Company’s disclosure officer.

Corporate Governance Council Recommendation 6

Rights of security holders

Communications
The Board supports practices that provide effective and clear communications with security holders and allow security
holder participation at general meetings. A formal Shareholder Communications Policy has been adopted.

In addition to electronic communication via the ASX web site, the Company publishes all significant announcements
together with all quarterly reports. These documents are available on the company’s website.
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Corporate Governance Council Recommendation 7

Recognise and Manage Risk

Risk management

The identification and development of strategies to mitigate risks associated with the consolidated entity’s operation is
the responsibility of the Board. The Board recognises that as the Company progresses through exploration to evaluation,
there are new issues and risks that need to be prudently addressed. If necessary, the Board draws on the expertise of
external consultants to assist in dealing with and mitigating risk.

The company is not currently considered to be of a size, nor its affairs of such complexity to justify the implementation
of a formal system for identifying, assessing, monitoring and managing risk in the organisation.

The Company does not have an internal audit function.

The Managing Director and Company Secretary is required to provide a statement to the Board on the Company’s risk
management and internal compliance and control systems.

Corporate Governance Council Recommendation 8

Encourage Enhanced Performance

Performance review
The Board has not undertaken a formal review of its performance for the year ended 30 June 2007.

The Board believes that the competitive environment in which the Company operates will effectively provide a measure
of the performance of senior executives and Directors. The Board is considering adopting procedures for the evaluation
of the Directors and senior management on a more formal basis.

Education
All executives and Directors are encouraged to attend professional education courses relevant to their roles.

Independent professional advice and access to information
Each Director has the right to access all relevant information in respect to the Company and to make appropriate
enquiries of senior management.

Corporate Governance Council Recommendation 9

Remunerate Fairly and Responsibly

The executive Directors and senior executives receive salary packages which may include performance based
components designed to reward and motivate. Non executive Directors receive fees agreed on an annual basis by the
Board.

Remuneration Committee

The full Board determines all compensation arrangements for Directors. It is also responsible for setting performance
criteria, performance monitors, share option schemes, incentive performance schemes, superannuation entitements,
retirement and termination entitlements and professional indemnity and liability insurance cover.

The Board has not created a separate Remuneration Committee. The Board considers that the Company is not currently
of a size, nor is its affairs of such complexity to justify a separate Remuneration Committee.

The Board ensures that all matters of remuneration will continue to be in accordance with Corporations Act requirements,
by ensuring that none of the Directors participates in any deliberations regarding their own remuneration or related issues.

Corporate Governance Council Recommendation 10

Recognise the Legitimate Interests of Stakeholders
The Board acknowledges the rights of stakeholders and has adopted a Code of Conduct (refer Principle 3) in line with
the recommendations of this Principle 10.
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DIRECTORS’ REPORT

The Directors present their report on Alloy Resources Limited and the entities it controlled at the end of, or during the year
ended 30 June 2007.

Directors

The names and details of the Directors of Alloy Resources Limited during the financial year and until the date of this
report are:

Peter Harold — Non-Executive Chairman, age 44

Appointed Chairman on 15 September 2005.

Peter Harold holds a Bachelor of Applied Science (Chemistry) from the University of Melbourne and is currently the
Managing Director of Sally Malay Mining Limited, the ASX listed Western Australian nickel producer. He is a non-
executive director of Territory Uranium Company Limited (appointed 1 March 2007) and a former director of Uranium
Resources PLC (resigned 26 October 2006). Peter is a process engineer with over 18 year’s corporate experience in
the minerals industry. Peter started his career with Shell Australia in the commercial division before moving to Perth to
work for Australian Consolidated Minerals Ltd in metals marketing. Since then he has worked for a number of gold and
base metal miners in various senior management roles specialising in operations, marketing, treasury and finance,
business and project development and corporate management. He has developed a strong network in the mining
industry and has excellent contacts within the resource banking and stockbroking fraternity in Australia, Asia, Europe
and North America.

Dr Jayson Meyers — Managing Director and General Manager Exploration, age 43

Appointed a Director on 2 June 2004.

Jayson holds a PhD in Geophysics, MSc Geochemistry, BSc in Geology, is a member of the AIG and ASEG, is a
Director and Principal Consultant with Resource Potentials Pty Ltd, a geological and geophysical consulting group, and
is part time at Curtin University as an Associate Professor in the Department of Exploration Geophysics. He has over 17
years of resource industry experience with various exploration and mining companies, including Great Central Mines.

Peter Hepburn-Brown — Executive Director and General Manager Operations, age 50

Appointed a Director on 2 June 2004.

Peter holds a BSc in Mining Engineering, Grad Dip in Human Resources, is @ member of the Institute of Engineers Aust
and is a Technical Director of Kasbah Resources Limited, a former Non-executive Director of Iberian Resources Limited
(resigned 16 April 2007) and Gleneagle Gold Limited (resigned 1 May 2007). Peter is a mining engineer holding
First Class Mining Tickets for Western Australia, Victoria and Queensland. He works as a consultant mining engineer
and operations advisor, and formerly held senior executive positions with Siberia Mining Corporation, as Director
Operations for Harmony Gold (Australia), General Manager for Great Central Mines, and worked on mining operations
for Niugini Mining and Western Mining Corporation. Peter has over 27 years of mining industry experience.

Kevin Hart — Non-executive Director and Company Secretary, age 45

Appointed a Director on 2 June 2004.

Kevin holds a Bachelor of Commerce Degree and is a Chartered Accountant. He is a Partner at Endeavour Corporate
Pty Ltd, an advisory firm that specialises in the provision of Company Secretarial services to ASX listed entities. Kevin
has over 26 years of professional experience with various public companies, mostly in the exploration and mining
industry. Kevin is also a director of Eleckra Mines Limited.
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Directors’ Interests

As at the date of this report the Directors’ interests in shares and options of the Company are as follows:

Directors’ Interests Directors’ Interests
Director in Ordinary Shares in Listed Options
Peter Harold 500,000 -
layson Meyers 4,000,000 200,000
Peter Hepburn-Brown 4,053,119 125,000
Kevin Hart 1,025,000 25,000

The listed options are exercisable by payment of 20 cents each on or before 6 April 2009.

Directors’ Meetings

The number of meetings of the Company’s Directors held during the year ended 30 June 2007 and the number of
meetings attended by each Director was:

Board of Directors’ Meetings
Director Held Attended

Peter Harold

layson Meyers

Peter Hepburn-Brown
Kevin Hart

[ e e Nel
[N e Ne)]

Principal Activities
The principal activities of the consolidated entity during the financial year consisted of mineral exploration and investment.

There were no significant changes in these activities during the financial year.

Results of Operations
The consolidated net loss after income tax for the financial year was $770,917 (2006: $251,976).

Dividends

No dividend has been paid since the end of the previous financial year and no dividend is recommended for the
current year.

Review of Activities

Exploration
A detailed review of the consolidated entity’s activities during the financial year is set out in the section titled “Review of
Operations” accompanying the Financial Statements.

Financial Position
At the end of the financial year the consolidated entity had $2,436,529 (2006: $5,415,923) in cash and at call
deposits. Capitalised mineral exploration and evaluation expenditure was $5,439,915 (2006: $3,246,174).

Expenditure on exploration and acquisition of tenements during the year was $2,562,460 (2006: $3,156,223).

Impact of Legislation and other External Requirements
There has been no impact on the consolidated entity of new legislation or other external requirements.
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Significant Changes in the State of Affairs

There were no significant changes in the state of affairs of the consolidated entity during the financial year.

Options Over Unissued Capital

During the financial year the Company granted no options over unissued shares. No ordinary fully paid shares were
issued on the exercise of options. Since the end of the financial year no options have been exercised. Since the end of
the financial year the Company has granted 200,000 unlisted options over unissued shares.

As at the date of this report unissued ordinary shares of the Company under option are:

Number of Options Granted Exercise Price Expiry Date

35,000,000 Listed 20 cents 6 April 2009
200,000 (i) 30 cents 30 June 2009
250,000 (ii) 20 cents 25 July 2011

(i)  The unlisted employee options have a 12 month vesting period upon grant whereby option exercise can occur after
30 lune 2007.

(i) The unlisted employee options have a 12 month vesting period upon grant whereby option exercise can occur after
25 July 2008.

These options do not entitle the holder to participate in any share issue of the Company or any other body corporate.
The holders of options are not entitled to any voting rights until the options are exercised into ordinary shares.

Matters Subsequent to the End of the Financial Year

On 18 September 2007 the Company announced the conversion of the convertible note and accrued interest thereon
amounting to $439,658 into 4,396,580 ordinary fully paid shares at an issue price of 10 cents each.

Other than the above there has not arisen in the interval between the end of the financial year and the date of this report
any item, transaction or event of a material and unusual nature likely, in the opinion of the Directors of the Company to
affect substantially the operations of the consolidated entity, the results of those operations or the state of affairs of the
consolidated entity in subsequent financial years.

Likely Developments and Expected Results of Operations

Likely developments in the operations of the consolidated entity are included elsewhere in this Annual Report. Disclosure
of any further information has not been included in this report because, in the reasonable opinion of the Directors to do
so would be likely to prejudice the business activities of the consolidated entity and is dependent upon the results of the
future exploration and evaluation.

Environmental Regulation and Performance

The consolidated entity holds various exploration licences to regulate its exploration activities in Australia. These
licences include conditions and regulations with respect to the rehabilitation of areas disturbed during the course of its
exploration activities.

So far as the Directors are aware, all exploration activities have been undertaken in compliance with all relevant
environmental regulations.
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Remuneration Report

Remuneration Policy

Remuneration levels are competitively set to attract and retain appropriately qualified and experienced Directors and
senior executives. The Board obtains independent advice on the appropriateness of remuneration packages, given
trends in comparative companies both locally and internationally. Remuneration packages include fixed remuneration
with bonuses or equity based remuneration entirely at the discretion of the Board based on the performance of the

consolidated entity.

At the date of this report the Company has not entered into any agreements with Directors or Senior Executives which
include performance based components, nor is there any provision for issuing securities to Directors or Senior Executives.

Directors’ fees not exceeding an aggregate of $150,000 per annum have been approved by the Company and are

subject to ratification at the annual general meeting.

Refer also to the Corporate Governance Statement for more detail on the Board’s policy in this area.

Details of Remuneration for Directors and Executive Officers
During the year there were no Senior Executives which were employed by the Company for whom disclosure is required.

Details of the remuneration of each Director of the consolidated entity are as follows:

2007
Directors

Peter Harold

layson Meyers

Peter Hepburn-Brown
Kevin Hart

TOTAL

2006

Directors

Peter Harold

Jayson Meyers

Peter Hepburn-Brown
Kevin Hart

TOTAL

Short-term Post
Employment
Base Other Superannuation
Emolument Benefits Contributions Total
$ $ $ $
30,000 - - 30,000
35,000 211,950 19,075 266,025
35,000 130,744 - 165,744
30,000 - - 30,000
130,000 342,694 19,075 491,769
Short-term Post
Employment
Base Other  Superannuation
Emolument Benefits Contributions Total
$ $ $ $

7,500 - - 7,500
8,750 60,150 5,413 74,313
8,750 36,834 - 45,584
7,500 - - 7,500
32,500 96,984 5,413 134,897
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Remuneration Report continued

Service Agreements

The Company has entered into service agreements with the Directors. Under these agreements, no director is on a fixed
salary, other than the Director’s Fees listed above. The Directors’ service agreements set out a daily rate at which a
director may charge consulting fees for technical or corporate services provided beyond the Director’s duties covered
by the Directors’ fees listed above.

The maximum daily rate that each Director may charge excluding superannuation entitements and exclusive of GST
is as follows:

The daily rates are subject to annual review.

Peter Harold $1,000 per day on an as needed basis
Peter Hepburn-Brown $950 per day, guaranteed to 100 days per year
Jayson Meyers $900 per day, guaranteed to 150 days per year
Kevin Hart $1,000 per day on an as needed basis

Service contracts for the Executive Directors, Messrs Hepburn-Brown and Meyers, are for a term of 3 years commencing
on 6 April 2006 and are terminable by the Company prior to expiry of the term in certain specified circumstances.
The contractual arrangements contain certain provisions typically found in contracts of this nature. Payment of termination
benefit by the Company, other than, amongst other things, for gross misconduct is equal to a payment maximum of
18 months reducing to 6 months pay depending on the service period completed under the contract at the time
of termination.

Unlisted Options
No unlisted options over unissued shares have been issued to directors or key management personnel of the company
during or since the end of the financial year.

Officer’s Indemnities and Insurance

During the year the Company paid an insurance premium to insure certain officers of the Company. The officers of the
Company covered by the insurance policy include the Directors named in this report.

The Directors and Officers Liability insurance provides cover against all costs and expenses that may be incurred in
defending civil or criminal proceedings that fall within the scope of the indemnity and that may be brought against the
officers in their capacity as officers of the Company. The insurance policy does not contain details of the premium paid
in respect of individual officers of the Company. Disclosure of the nature of the liability cover and the amount of the
premium is subject to a confidentiality clause under the insurance policy.

The Company has not provided any insurance for an auditor of the Company.

Proceedings on behalf of the company

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings
on behalf of the company, or to intervene in any proceedings to which the company is a party, for the purpose of taking
responsibility on behalf of the company for all or part of those proceedings.

No proceedings have been brought or intervened in on behalf of the company with leave of the Court under section
237 of the Corporations Act 2001.
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Corporate Governance

In recognising the need for the highest standards of corporate behaviour and accountability, the Directors of the
Company support and have adhered to the principles of corporate governance. The Company’s corporate governance
statement is contained in the annual report.

Non-audit Services and Auditor’s Independence Declaration

During the previous year KPMG, the Company’s auditor, has performed certain other services in addition to their
statutory duties.

The board has considered the non-audit services provided during the year by the auditor and is satisfied that the
provision of those non-audit services during the year by the auditor is compatible with and did not compromise, the
auditor independence requirements of the Corporations Act 2001 for the following reasons:

¢ all non-audit services have been reviewed by the board to ensure they do not impact the impartiality and objectivity
of the auditor; and

¢ the non-audit services provided do not undermine the general principles relating to auditor independence as set out
in Professional Statement F1 Professional independence, as they did not involve reviewing or auditing the auditor’s
own work, acting in a management or decision making capacity for the Company, acting as an advocate for the
Company or jointly sharing risks and rewards.

Consolidated Company
2007 2006 2007 2006
$ $ $ $
Audit and review of the consolidated entity’s
financial statements 17,600 12,500 17,600 12,500
Investigating Accountants’ Report - 14,000 - 14,000

17,600 26,500 17,600 26,500

Auditors Independence Declaration

A copy of the Auditor’s Independence Declaration as required under Section 307C of the Corporations Act is set out
on page 24.

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

DATED at Perth this 28th day of September 2007.

Jayson Meyers
Director
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Lead Auditor’s Independence Declaration under Section 307C
of the Corporations Act 2001

To: the directors of Alloy Resources Limited

| declare that, to the best of my knowledge and belief, in relation to the audit for the financial year
ended 30 June 2007 there have been:

(i) no contraventions of the auditor independence requirements as set out in the
Corporations Act 2001 in relation to the audit; and

(ii) no contraventions of any applicable code of professional conduct in relation to the audit.

/1//{//

KPMG

D P McComish

Partner

Perth
28 September 2007

KPMG an Australian partnership is part of the KPMG International
network. KPMG International is a Swiss cooperative.
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INCOME STATEMENT
For the financial year ended 30 June 2007

Consolidated Company
Note 2007 2006 2007 2006
$ $ $ $
Other income from continuing operations 5 243,279 124,819 243,276 124,819
Management and consulting fees - (50,517) - (50,517)
Directors Fees (130,000)  (32,500) (130,000)  (32,500)
Depreciation and amortisation (35,499) (7,402) (35,499) (7,402)
Marketing and promotion expenses (42,652) (25,949 (42,652) (25,949)
Occupancy expenses (39,222) (11,121) (39,222) (11,121)
Accounting and administrative expenses (180,675) (52,891) (180,675) (52,891)
Employee expenses (597,096) (193,808) (597,096) (193,808)
Employee expenses recharged to exploration 474,118 129,644 474,118 129,644
Insurances (36,674) (10,510 (36,674) (10,510)
Finance costs (35,211) (89,274) (35,211) (89,274)
Other expenses (22,566) (32,467) (13,742) (32,467)
Exploration costs written off and expensed (368,719) - (368,719 -
Net loss before income tax (770,917) (251,976) (762,096) (251,976)
Income tax expense 7 - - - -

Loss attributable to members of the
parent for the year 18 (770,917) (251,976) (762,096) (251,976)

Earnings per share for loss attributable to

the ordinary equity holders of the company. cents cents
Basic earnings/(loss) per share 29 (1.13) (0.89)
Diluted earnings/(loss) per share 29 (1.13) (0.89)

The above income statement should be read in conjunction with the accompanying notes.
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BALANCE SHEET
As at 30 June 2007

Consolidated Company
Note 2007 2006 2007 2006
$ $ $ $

Current assets

Cash and cash equivalents 8 2,436,529 5,415,923 2,413,308 5,415,923
Trade and other receivables 9@) 65,972 203,225 64,331 203,225
Other current assets 10 18,070 44,417 18,070 44,417
Total current assets 2,520,571 5,663,565 2,495,709 5,663,565

Non-current assets

Investments 11 - - 384,849 350,000
Receivables 9(b) 141,000 141,000 466,934 265,060
Property, plant and equipment 12 107,462 133,713 105,690 133,713
Capitalised mineral exploration and

evaluation expenditure 13 5,439,915 3,246,174 4,763,990 2,772,114
Total non-current assets 5,688,377 3,520,887 5,721,463 3,520,887
Total assets 8,208,948 9,184,452 8,217,172 9,184,452

Current liabilities

Trade and other payables 14 148,325 387,816 147,728 387,816
Borrowings 15 432,178 397,274 432,178 397,274
Total current liabilities 580,503 785,090 579,906 785,090
Total liabilities 580,503 785,090 579,906 785,090
Net assets 7,628,445 8,399,362 7,637,266 8,399,362
Equity

Contributed equity 16 8,728,857 8,728,857 8,728,857 8,728,857
Accumulated losses 18 (1,100,412) (329,495) (1,091,591) (329,495)
Total equity 7,628,445 8,399,362 7,637,266 8,399,362

The above balance sheet should be read in conjunction with the accompanying notes.
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STATEMENT OF CHANGES IN
For the financial year ended 30 June 2007

EQuUITY

Consolidated Company
Note 2007 2006 2007 2006
$ $ $ $

Total equity at the beginning
of the financial year 8,399,362 204,232 8,399,362 204,232
Recognised income and expense:
Loss for the year 18 (770,917) (251,976) (762,096) (251,976)
Transactions with equity holders in their
capacity as equity holders:

Contributions of equity 16(a) - 9,707,500 - 9,707,500

Transaction costs of equity issued 16(a) - (1,302,394 - (1,302,394)

Equity portion of Convertible note 16(a) - 42,000 - 42,000

Total equity at the end of the financial year

7,628,445 8,399,362 7,637,266 8,399,362

The above statement of changes in equity should be read in conjunction with the accompanying notes.
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CASH FLOW STATEMENT
For the financial year ended 30 June 2007

Cash flows from operating activities
Interest received

Payments to suppliers and employees
Exploration expenditure

Net cash used in operating activities

Cash flows from investing activities
Payments for controlled entity

Payments for property, plant and equipment
Payments to acquire tenements

Payments for security deposits

Net cash used in investing activities

Cash flows from financing activities

Proceeds from the issue of shares

Proceeds from borrowings

Payments for transaction costs relating
to share issues

Loans advanced

Loan to controlled entity

Net cash provided/(used in)
financing activities

Net increase/(decrease) in cash held
Cash and cash equivalents at the
beginning of the financial year

Cash and cash equivalents at the
end of the financial year

Consolidated Company
Note 2007 2006 2007 2006
$ $ $ $

243,276 101,257 243,276 101,257
(574,630) (223,859) (568,047) (223,859)
(2,275,534) (346,062) (2,070,387) (222,003)
28 (2,606,888) (468,664) (2,395,158) (344,605)
- - (34,849) (350,000)
(7,477) (139,798) (5,705)  (139,798)
(356,100) (1,665,968) (356,100) (1,315,968)
- (141,000) - (141,000)
(363,577) (1,946,766) (396,654) (1,946,766)

- 7,610,000
- 700,000

- (638,122)
(8,929) -

- 7,610,000
- 700,000

- (638,122

(8,929) -
(201,874)  (124,060)

(8,929) 7,671,878

(210,803) 7,547,818

(2,979,394) 5,240,000

5,415,923 175,923

(3,002,615) 5,240,000

5,415,923 175,923

8(a) 2,436,529 5,415,923

2,413,308 5,415,923

The above cash flow statement should be read in conjunction with the accompanying notes.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 30 June 2007

Note 1  Summary of significant accounting policies

Alloy Resources Ltd is domiciled in Australia. The principal accounting policies adopted in the preparation of the financial
report are set out below. These policies have been consistently applied to all the years presented, unless otherwise
stated. The financial report includes separate financial statements for Alloy Resources Limited as an individual entity and
the consolidated entity consisting of Alloy Resources Limited and its subsidiaries (“Group”).

The financial statements are presented in Australian dollars which is Alloy Resources Limited’s functional and
presentation currency.

The financial report was authorised for issue by the directors on 28 September 2007.

(a) Basis of preparation

This general purpose financial report has been prepared in accordance with Australian equivalents to International
Financial Reporting Standards (AIFRS), other authoritative pronouncements of the Australian Accounting Standards
Board, Urgent Issues Group Interpretations and the Corporation Act 2001.

Compliance with IFRS

Australian Accounting Standards include AIFRS. Compliance with AIFRS ensures that the consolidated financial
statements and notes of Alloy Resources Limited comply with the International Financial Reporting Standards (IFRS). The
consolidated financial statements and notes of Alloy Resources Ltd also comply with IFRSs and interpretations adopted
by the International Accounting Standards Board.

Early adoption of standards
The group has not elected to adopt any standards early. Standards available for early adoption are not expected to
have any impact on the financial results of the company and consolidated entity.

The following standards, amendments to standards and interpretations have been identified as those which may impact
the group in the period of initial application. They are available for early adoption at 30 June 2007, but have not been
applied in preparing this report:

AASB 7 Financial Instruments: Disclosures

AASB 2005-10 Amendments to Australian Accounting Standards (September 2005)

AASB 8 Operating Segments

AASB 2007-3 Amendments to Australian Accounting Standards arising from AASB 8.

Interpretation 10 Interim Financial Reporting and Impairment

Interpretation 11 AASB 2 Share Based Payment — Group and Treasury Share Transactions

AASB 2007-1 Amendments to Australian Accounting Standards arising from AASB Interpretation 11

Interpretation 12 Service Concession Arrangements

AASB-2 Amendments to Australian Accounting Standards arising from AASB Interpretation 12

AASB 101 Presentation of Financial Statements (October 2006).

AASB 20074 Amendments to Australian Accounting Standards arising from ED 151 and other amend-
ments (April 2007.)

AASB 2007-7 Amendments to Australian Accounting Standards (June 2007).

Historical cost convention
These financial statements have been prepared under the historical cost convention, as modified by the revaluation of
available-forsale financial assets and financial assets and liabilities (including derivative instruments) to fair value.

Critical accounting estimates

The preparation of financial statements in conformity with AIFRS 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 3.
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NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 30 June 2007 continued

Note 1  Summary of significant accounting policies continued

(b) Principles of consolidation

Subsidiary companies
The financial statements of the subsidiary companies are included in the consolidated financial statements from the date
control commences until the date control ceases.

Outside interests in the equity and results of the entities that are controlled by the Company are shown as a separate
item in the consolidated financial statements.

Investments in subsidiaries are accounted for at cost in the individual financial statements of Alloy Resources Limited.

Transactions Eliminated on Consolidation
Inter-entity balances resulting from transactions with or between controlled entities are eliminated in full on consolidation.

(c) Segment reporting

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

(d) Revenue recognition and receivables
Revenue is measured at the fair value of the consideration received or receivable. Amounts disclosed as revenue are
net of returns, allowances and amounts collectable on behalf of third parties.

Interest income
Interest income is recognised on a time proportion basis and is recognised as it accrues.

(e) Income tax

The income tax expense or revenue for the period is the tax payable on the current period’s taxable income based on
the national income tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities attributable
to the temporary differences between the tax bases of assets and liabilities and their carrying amounts in the financial
statements, and to unused tax losses.

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

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

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying amount and tax
bases of investments in controlled entities where the parent is able to control the timing of the reversal of the temporary
differences and it is probable that the differences will not reverse in the foreseeable future.

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

Current and deferred tax balances attributable to amounts recognised directly in equity are also recognised directly
in equity.
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Note 1  Summary of significant accounting policies continued

(f) Impairment

The carrying amounts of the consolidated entity’s assets, other than deferred tax assets (see accounting policy (e)), are
reviewed at each balance sheet date to determine whether there is any indication of impairment. If any such indication
exists, the asset’s recoverable amount is estimated as below:

An impairment loss is recognised whenever the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount. Impairment losses are recognised in the income statement unless the asset has previously been
revalued, in which case the impairment loss is recognised as a reversal to the extent of that previous revaluation with
any excess recognised through profit or loss.

Calculation of recoverable amount

The recoverable amount is the greater of their fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pretax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. For an asset that does not generate largely
independent cash inflows, the recoverable amount is determined for the cash-generating unit to which the asset belongs.

An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

(g) Cash and cash equivalents

For cash flow statement presentation purposes, cash and cash equivalents includes cash on hand, deposits held at call
with financial institutions, other short term, highly liquid investments with original maturities of three months or less that
are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value,
and bank overdrafts. Bank overdrafts are shown within borrowings in current liabilities on the balance sheet.

(h) 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.

(i) Property, plant and equipment
Property, plant and equipment is stated at historical cost less depreciation. Historical cost includes expenditure that is
directly attributable to the acquisition of the assets.

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

Depreciation of property, plant and equipment is calculated using the straight line and written down value methods to
allocate their cost, net of residual values, over their estimated useful lives, as follows:

Office equipment and fittings 12.5-33% written down value
Motor vehicles 25% written down value
Site equipment 25% written down value

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

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount (note 1(f)).
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NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 30 June 2007 continued

Note 1  Summary of significant accounting policies continued

() Mineral exploration and evaluation expenditure

Mineral exploration and evaluation expenditure incurred is accumulated in respect of each identifiable area of interest.
These costs are carried forward only if they relate to an area of interest for which rights of tenure are current and in
respect of which:

¢ such costs are expected to be recouped through the successful development and exploitation of the area of interest,
or alternatively by its sale; or

¢ exploration and/Zor evaluation activities in the area have not reached a stage which permits a reasonable
assessment of the existence or otherwise of economically recoverable reserves and active or significant operations
in, or in relation to, the area of interest are continuing.

Exploration and evaluation assets will be assessed annually for impairment in accordance with AASB 6, and where
impairment indicators exist, recoverable amounts of these assets will be estimated based on discounted cash flows from
their associated cash generating units.

In the event that an area of interest is abandoned or if the Directors consider the expenditure to be of reduced value,
accumulated costs carried forward are written off in the year in which that assessment is made. A regular review is
undertaken of each area of interest to determine the appropriateness of continuing to carry forward costs in relation to
that area of interest.

(k) Trade and other payables
These amounts represent liabilities for goods and services provided to the group prior to the end of the financial year
which are unpaid. The amounts are unsecured and usually paid within 30 days of recognition.

() Employee benefits

Wages, salaries and annual leave

Liabilities for wages and salaries, including non-monetary benefits, and annual leave expected to be settled within 12
months of the reporting date are recognised in other payables in respect of employees’ services up to the reporting date
and are measured at the amounts expected to be paid when the liabilities are settled.

Share based payments
Share based compensation payments are made available to directors and employees.

The fair value at grant date is independently determined using a Black and Scholes option pricing model that takes into
account the exercise price, the term of the option, the share price at grant date expected price volatility of the underlying
share and the risk free rate for the term of the option.

The fair value of the options granted is adjusted to reflect market vesting conditions. Non-market vesting conditions are
included in assumptions about the number of options that are expected to become exercisable. At each balance sheet
date, the entity revises its estimate of the number of options that are expected to become exercisable. The employee
benefit expense recognised each period takes into account the most recent estimate.

(m) Contributed equity
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of
tax, from the proceeds.

(n) Earnings per share

(i) Basic earnings per share

Basic earnings per share is calculated by dividing the earnings attributable to equity holders of the company, excluding
any costs of servicing equity other than ordinary shares, by the weighted average number of ordinary shares outstanding
during the financial year, adjusted for bonus elements in ordinary shares issued during the year.
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Note 1  Summary of significant accounting policies continued

(n) Earnings per share continued

(ii) Diluted earnings per share

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

(0) Goods and service tax (GST)

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not
recoverable from the taxation authority. In this case it is recognised as part of the cost of acquisition of the asset or as
a part of the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST
recoverable from, or payable to, the taxation authority is included with other receivables or payables in the balance sheet.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing
activities which are recoverable from, or payable to, the taxation authority, are presented as operating cash flow.

(p) Trade and other receivables

Trade and other receivables are recognised and carried at original invoice amount less any allowance for any
uncollectible amounts. An allowance for a doubtful debt is made when there is objective evidence that the company
will not be able to collect the debt. Bad debts are written off when identified.

(g) Investments and other financial assets

Financial assets in the scope of AASB 139 Financial Instruments: Recognition and Measurement are classified as either
financial assets at fair value through profit or loss, loans and receivables, held-to-maturity investments, or available-for-sale
investments, as appropriate. When financial assets are recognized initially, they are measured at fair value, plus in the
case of investments not at fair value through profit or loss, directly attributable transaction costs. The Group determines
the classification of its financial assets after initial recognition and, when allowed and appropriate, re-evaluates this
designation at each financial year-end.

All regular way purchases and sales of financial assets are recognized on the trade date, i.e. the date that the Group
commits to purchase the asset. Regular way purchases or sales are purchases or sales of financial assets under contracts
that require delivery of the assets within the period established generally by regulation or convention in the marketplace.

(i)  Financial assets are fair value through profit or loss

Financial assets classified as held for trading are included in the category ‘financial assets at fair value through profit or
loss’. Financial assets are classified as held for trading if they are acquired for the purpose of selling in the near term.
Derivatives are also classified as held for trading unless they are designated as effective hedging instruments. Gains or
losses on investments held for trading are recognized in profit or loss.

(i) Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as held-to-maturity
when the Group has the positive intention and ability to hold to maturity. Investments included to be held for an undefined
period are not included in this classification. Investments that are intended to be held-to-maturity, such as bonds, are
subsequently measured at amortised cost. This cost is computed as the amount initially recognized minus principal
repayments, plus or minus the cumulative amortization using the effective interest method of any difference between
the initially recognized amount and the maturity amount. This calculation includes all fees and points paid or received
between parties to the contract that are an integral part of the effective interest rate, transaction costs and all other
premiums and discounts. For investments carried at amortised cost, gains and losses are recognized in profit or loss
when the investments are derecognized or impaired, as well as through the amortization process.
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NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 30 June 2007 continued

Note 1  Summary of significant accounting policies continued

() Investments and other financial assets continued

(iii) Available-for-sale investments

Availablefor-sale investments are those non-derivative financial assets that are designated as available-for-sale or are not
classified as any of the three preceding categories. After initial recognition available-for-sale investments are measured
at fair value with gains or losses being recognized as a separate component of equity until the investment is
derecognized or until the investment is determined to be impaired, at which time the cumulative gain or loss previously
reported in equity is recognized in profit or loss.

The fair value of investments that are actively traded in organized financial markets is determined by reference to quoted
market bid prices at the close of business on the balance sheet date. For investments with no active market, fair value
is determined using valuation techniques. Such techniques include using recent arm’s length market transactions,
reference to the current market value of another instrument that is substantially the same; discounted cash flow analysis
and option pricing models.

() Convertible Notes

Convertible notes that can be converted to share capital at the option of the holder, where the number of shares issued
does not vary with changes in their fair value, are accounted for as compound financial instruments. Transaction costs
that related to the issue of a compound financial instrument are allocated to the liability and equity components in
proportion to the allocation of proceeds. The equity component of the convertible notes is calculated as the excess of
the issue proceeds over the present value of the future interest and principal payments, discounted at the market rate of
interest applicable to similar liabilities that do not have a conversion option. The interest expense recognised in the
income statement is calculated using the effective interest rate method.

(s) Foreign Currency

(i)  Foreign currency transactions

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated to the functional
currency at the foreign exchange rate at that date. Non-monetary assets and liabilities denominated in foreign currencies
that are measured at fair value are retranslated to the functional currency at the exchange rate at the date that the fair
value was determined. Foreign currency differences arising on retranslation are recognised in profit or loss.

(ii) Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on acquisition, are
translated to Australian dollars at exchange rates at the reporting date. The income and expenses of foreign operations
are translated to Australian dollars at exchange rates at the dates of the transactions.
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Note 2  Financial risk management

The Group’s activities expose it to a variety of financial risks; market risk, credit risk, liquidity risk and cash flow interest
risk. The Group’s overall risk management program focuses on the unpredictability of financial markets and seeks to
minimise potential adverse effects on the financial performance of the Group.

(@) Market risk
Currently the Group is not exposed to any significant market risk.

(b) Credit risk
The Group currently has no significant concentrations of credit risk.

(c) Liquidity risk
The Group manages its liquidity risk by monitoring its cash reserves and forecast spending. Management is cognisant
of the future demands for liquid finance resources to finance the Group’s current and future operations.

(d) Cash flow and fair value interest rate risk
As the Group has significant interest bearing assets, the Group’s income and operating cash flows are materially
exposed to changes in market interest rates. The assets are short term

interest bearing deposits, and no financial instruments are employed to mitigate risk. (Note 19 — Financial Instruments).

Note 3  Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that may have a financial impact on the Group and that are believed to be reasonable
under the circumstances.

Accounting for capitalised exploration and evaluation expenditure

The Group’s accounting policy is stated at 1(j). There is some subjectivity involved in the capitalising or writing off to the
income statement exploration and evaluation expenditure, however management give due consideration to areas of
interest on a regular basis and are confident that decisions to either write off or carry forward such expenditure reflect
fairly the prevailing situation.

Note 4 Segment information

Business segments
The consolidated entity is involved in the mineral exploration and resource development sector.

Geographical segments
The consolidated entity is organised primarily on a national basis with exploration and development interests principally
within Australia.

Consolidated Company
2007 2006 2007 2006
$ $ $ $
Note 5 Revenue and other income
Other income from continuing operations
Interest receivable — other persons 243,279 124,819 243,276 124,819
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NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 30 June 2007 continued

Consolidated Company
2007 2006 2007 2006
$ $ $ $

Note 6 Loss for the year
Loss before income tax includes the following
specific expenses:
Depreciation

Computer Software 7,274 1,737 7,274 1,737

Office Equipment 3,845 1,419 3,845 1,419

Site Equipment 405 22 405 22

Motor vehicles 23,975 4,224 23,975 4,224
Rental expenses on operating leases 33,244 10,031 33,244 10,031
Note 7 Income tax
(a) Reconciliation of income tax expense
to prima facie tax payable
Loss from continuing operations before

income tax expense (770,917) (251,976) (762,096) 251,976
Tax at the Australian rate of 30% (2006: 30%) (231,275) (75,593) (228,629 (75,593)
Tax effect of permanent differences:
Exploration expenditures written off 110,616 - 110,616 -
Non-deductible expenses - - - -
Net future income tax benefit not brought to account 120,659 75,593 118,013 75,593
(b) Deferred tax — Balance Sheet
Liabilities
Prepayments (5,421) (13,325) (5,421) (13,325)
Capitalised Exploration and Evaluation expenditure (1,631,975) (868,852) (1,429,197) (831,634)

(1,637,396) (882,177) (1,434,618) (844,959

Less: Assets
Tax losses available to offset against

future taxable income 1,427,520 729,234 1,644,494 692,016
Accrued expenses 3,000 - 3,000 -
Employee leave provisions 2,685 2,009 2,685 2,009
Deductible equity raising costs 204,191 150,935 204,191 150,935

1,637,396 882,177 1,434,618 844,959

The balance of potential deferred tax assets attributable to tax losses carried forward of $567,561 (2006: $245,745)
in respect of the company and $424,958 (2006: $245,745) in respect of the consolidated entity have not been brought
to account because directors do not believe it is appropriate to regard realisation of the future tax benefit as probable.

All unused tax losses were incurred by Australian entities.
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Consolidated Company

2007 2006 2007 2006
$ $ $ $
Note 8 Current assets —
Cash and cash equivalents
Cash at bank and in hand 56,010 915,923 32,789 915,923
Deposits at call 2,380,519 4,500,000 2,380,519 4,500,000

2,436,529 5,415,923 2,413,308 5,415,923

(@) Reconciliation to cash at the end of the year

The above figures are reconciled to cash at the end of
the financial year as shown in the cash flow statement
as follows:

Balances as above and per
Cash flow statement 2,436,529 5,415,923 2,413,308 5,415,923

(b) Cash at bank and on hand
These attract interest at 4.75% (2006: 4.75%).

(c) Deposits at call

The deposits are bearing floating interest rates between
5.84% and 6.32% (2006: 5.51% and 5.84%).

These deposits have an average maturity of 90 days
(2006: 30 days).

Note 9 Trade and other receivables

(@) Current
GST recoverable 34,198 164,904 34,198 164,904
Other receivables 31,774 38,321 30,133 38,321

65,972 203,225 64,331 203,225

(b) Non-current
Security Deposit 141,000 141,000 141,000 141,000
Loan to controlled entity - - 325,934 124,060

141,000 141,000 466,934 265,060

The loan to the controlled entity is interest free, unsecured
and is repayable on demand. The loan is in respect of
exploration expenditure incurred by the holding company
on the controlled entity’s mining tenements.

Note 10 Other current assets
Prepayments 18,070 44,417 18,070 44,417
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NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 30 June 2007 continued

Interest Held Consolidated Company
2007 2006 2007 2006 2007 2006
$ $ $ $ $ $
Note 11 Non-current assets —
Investment in controlled entity
Interest in controlled entity — at cost:
Eskay Pty Ltd 100%  100% - - 350,000 350,000

Nam Thong Mining Co Ltd 49.75% - - 34,849 -
- - 384,849 350,000

The investment of 49.75% of the share capital of Nam Thong Mining Co Ltd was acquired on 30 June 2007.

Fair value
of assets
and liabilities
$
Details of acquisition of Nam Thong Mining Co Ltd:
The fair value of assets acquired on investment was as follows:
Cash assets 23,210
Fixed assets 1,771
Exploration assets 43,870
Other assets 1,641
70,492
Share of net assets acquired 34,849
Consideration paid on acquisition 34,849
Consolidated Company
2007 2006 2007 2006
$ $ $ $

Note 12 Non-current assets —
Property, plant and equipment
Computer Software
At cost 21,937 21,136 21,937 21,136
Accumulated depreciation (9,011) (1,737) (9,011) (1,737)

12,925 19,399 12,925 19,399

Office equipment and fittings

At cost 17,621 10,808 15,850 10,808

Accumulated depreciation (5,264) (1,419 (5,264) (1,419
12,357 9,389 10,585 9,389

Motor vehicles

At cost 108,564 108,564 108,564 108,564

Accumulated depreciation (28,198) (4,224) (28,198) (4,224)

80,366 104,340 80,366 104,340
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Consolidated Company

2007 2006 2007 2006

$ $ $ $
Note 12 Non-current assets —
Property, plant and equipment continued
Exploration equipment
At cost 2,241 607 2,241 607
Accumulated depreciation 427) (22) (427) (22)

1,814 585 1,814 585

107,462 133,713 105,690 133,713

Reconciliation
Computer Software

Net book value at start of the year 19,399 - 19,399 -
Additions 800 21,136 800 21,136
Depreciation (7,274) (1,737) (7,274) (1,737)
Net book value at end of the year 12,925 19,399 12,925 19,399
Office equipment and fittings

Net book value at start of the year 9,389 1,317 9,389 1,317
Additions 6,813 9,491 5,042 9,491
Depreciation (3,845) (1,419 (3,845) (1,419
Net book value at end of the year 12,357 9,389 10,585 9,389
Motor vehicles

Net book value at start of the year 104,340 - 104,340 -
Additions - 108,564 - 108,564
Depreciation (23,975) (4,224) (23,975) (4,224)
Net book value at end of the year 80,366 104,340 80,366 104,340
Site equipment

Net book value at start of the year 585 - 585 -
Additions 1,634 607 1,634 607
Depreciation (405) (22) (405) (22)
Net book value at end of the year 1,814 585 1,814 585

No items of property, plant and equipment have been
pledged as security by the consolidated entity.

Note 13 Non-current assets — Capitalised
mineral exploration and evaluation expenditure

In the exploration and evaluation phase

Cost brought forward 3,246,174 89,951 2,772,114 89,951
Exploration expenditure incurred during the year 2,182,158 440,255 1,980,294 316,195
Exploration expenditure acquired during the year 380,302 2,715,968 380,302 2,365,968
Exploration expenditure written off (368,719) - (368,719 -
Cost carried forward 5,439,915 3,246,174 4,763,990 2,772,114

The recoverability of the carrying amount of the capitalised exploration and evaluation assets is dependent upon the
successful development and commercial exploitation or alternatively sale of the respective areas of interest.
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NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 30 June 2007 continued

Consolidated

Company
2007 2006
$ $

2007 2006
$ $
Note 14 Current liabilities —
Trade and other payables
Trade payables and accruals 98,410 330,788
Other payables 40,963 50,332
Employee Entitlements 8,951 6,696

97,814 330,788
40,963 50,332
8,951 6,696

148,325 387,816

147,728 387,816

(@) Interest rate risk exposure

Details of the Group’s exposure to interest rate changes
on liabilities are set out in note 19.

(b) Fair value disclosures

Details of the fair value of liabilities for the Group are
set out in note 19.

(c) Security

There are no secured liabilities as at 30 June 2007.

Note 15 Borrowings
Redeemable convertible note (i) 432,178 397,274

432,178 397,274

432,178 397,274

432,178 397,274

(i) On 15 September 2005 the Company issued a convertible note. The note had a face value of $700,000 and
is convertible into 7,000,000 ordinary shares at 10 cents per share at the election of this note holder. The interest
rate applicable is 10% per annum. The note is repayable 12 months from the date of issue of the note or such later
date as the parties may agree in writing, but in any event no later than 15 September 2007.

Conversion of 50% of the principal amount outstanding was mandatory and converted to ordinary shares on
admission of the Company to the Official List of the Australian Securities Exchange on 6 April 2006.

The Company may elect at any time to redeem up to 50%.

The holder of the note can convert the residual value at any time prior to redemption to ordinary shares under the
terms of the instrument. The convertible notes have been accounted for as compound financial instruments in

accordance with accounting policy note 1 (r):

The convertible note has been accounted for as follows:
Consolidated

Company
2007 2006
$ $

350,000 700,000
(42,000)  (42,000)

2007 2006
$ $
Convertible note proceeds 350,000 700,000
Equity portion (42,000) (42,000)
311,000 658,000
Converted to equity - (350,000
Interest accrued 121,178 89,274

311,000 658,000
- (350,000)
121,178 89,274

432,178 397,274

432,178 397,274
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Note 15 Borrowings continued

Terms and conditions

The note does not give the holder any voting rights at shareholders’ meetings.

In the event of the winding up of the company, the holder of the convertible note ranks above all other shareholders
and is entitled to the proceeds of liquidation only to the extent of the face value of the notes and any accumulated
interest.

Subsequent to the end of the financial year, the convertible note (principle and interest) was converted to ordinary fully
paid shares (refer note 27).

Company Company
2007 2006 2007 2006
No. No. $ $
Note 16 Contributed equity
Issued share capital 69,300,000 69,300,000 8,728,857 8,728,857
Issue

(a) Share movements during the year price
At the beginning of the year 69,300,000 15,250,000 8,728,857 281,751
Share issue 15 September 2005 $0.005 - 500,000 - 2,500
Share Issue 15 September 2005 $0.10 - 6,550,000 - 655,000
Equity portion of convertible note (Note 15) - - - 42,000
Share issue to redeem convertible note

on listing $0.10 - 3,500,000 - 350,000
Share issue of promoter shares pursuant

to Prospectus $0.20 - 3,500,000 - 700,000
Issued under Prospectus dated

14 February 2006 $0.20 - 35,000,000 - 7,000,000
Shares issued in part consideration for

Comet Project pursuant to IPO Listing $0.20 - 5,000,000 1,000,000
Less: costs related to shares issued - - - - (1,302,394)
At the end of the year 69,300,000 69,300,000 8,728,857 8,728,857

(b) Ordinary shares
The company is a public company limited by shares. The company was incorporated in Perth, Western Australia on
2 June 2004.

The company’s shares are limited whereby the liability of its members is limited to the amount (if any) unpaid on the
shares respectively held by them. Ordinary shares entitle the holder to participate in dividends and the proceeds on
winding up of the company in proportion to the number of and amounts paid on the shares held. On a show of hands
every holder of ordinary shares present at a meeting in person or by proxy, is entitled to one vote, and upon a poll
each share is entitled to one vote.

(c) Options
Information relating to options issued by Alloy Resources Limited is set out in note 17.
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NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 30 June 2007 continued

Note 17 Options

(a) Options issued during the year

During the financial year the company granted no options (2006: 200,000) over unissued ordinary shares of the
company.

During the year no options were exercised.

(b) Options on issue at the balance date
The number of options outstanding over unissued ordinary shares at 30 June 2007 is 35,200,000 (2006:
35,200,000). The terms of these options are as follows:

Number of Options Outstanding Exercise Price Expiry Date
35,000,000 Listed 20 cents 6 April 2009
200,000 Unlisted @ 30 cents 30 June 2009

@ Unlisted options have a 12 month vesting period upon grant whereby option exercise can occur after 30 June 2007.

(c) Subsequent to the balance date
250,000 options have been granted or exercised subsequent to the balance date to the date of signing this report as
follows.

Number of Options Outstanding Exercise Price Expiry Date

250,000 Unlisted ® 20 cents 25 uly 2011

@ Unlisted options have a 12 month vesting period upon grant whereby option exercise can occur after 25 July 2008.

(d) Option Plan
The Company has established a directors and employees option plan (DEOP).

The objective of the DEOP is to assist in the recruitment, reward, retention and motivation of directors and employees
of the Company.

Each option issued under the plan will be issued free of charge.

The exercise price for options granted under the DEOP will be the price fixed by the Board prior to the grant of the
option or, if no price is fixed, calculated based on weighted average of recent share trading on the ASX.

The options granted under the DEOP do not give any right to participate in dividends or rights issues until shares are
allotted pursuant to the exercise of the relevant option.

Under the DEOP, the Committee may invite directors and employees to participate in the DEOP and receive options. A
director or employee may receive the options or nominate a relative or associate to receive the options. The plan is
open to directors and employees of the Company or its subsidiaries. The number of shares underlying options granted
under the DEOP when aggregated with:

The maximum number of shares that could be issued on exercise of unexercised DEOP options and any other director
or employee incentive share or option plan; and

The number of shares issued on exercise of options under the DEOP and any other employee incentive share or option
plan in the last 5 years, must not exceed 5% of the issued shares at the time of grant of the options. This restriction will
not apply if the Company has a current prospectus under which the options are granted.

If the Company, after having granted any option under the DEOP, reduces its issued share capital or subdivides or
consolidates its shares, the number of the shares issued to the option holder on exercise of an option will be reduced,
subdivided or consolidated, as the case may be, in accordance with the Listing Rules.

Options granted under the DEOP are not transferable.
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Note 17 Options continued

(e) Reconciliation of movement of options over unissued shares during the period
including weighted average exercise price (WAEP)

2007 2006

WAEP WAEP

No. (cents) No. (cents)
Options outstanding at the start of the year 35,200,000 29.9 35,000,000 20
Options granted during the year - - 200,000 30
Options exercised during the year - - - -
Options expiring unexercised during the year - - - -
Options outstanding at the end of the year 35,200,000 29.9 35,200,000 29.9

Basis and assumptions used in the valuation of unlisted options.

The options issued in the prior year were valued using the Black Scholes option valuation methodology. All options vest

12 months after grant.

Number Exercise Risk free

of options price interest

Date granted granted (cents) Expiry date rate used
30 June 2006 200,000 30 cents 30 June 2009 5.28%

Note 18 Accumulated losses

2007
Balance brought forward at 1 July 2006

Loss for year

Balance carried forward at 30 June 2007
2006

Balance brought forward at 1 July 2005
Loss for year

Balance carried forward at 30 June 2006

Option
Volatility valuation
applied (cents)
50% 5.0

Consolidated  Company
$ $

(329,495)  (329,495)

(770,917)  (762,096)

(1,100,412) (1,091,591

(77,519)  (77,519)

(251,976) (251,976)

(329,495)  (329,495)
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NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 30 June 2007 continued

Note 19 Financial instruments

The consolidated entity’s exposure to interest rate risk (note 2(d)) is as follows:

2007

Financial assets
Cash assets
Receivables and secured deposits

Total financial assets

Financial liabilities
Trade and other payables
Borrowings

Total financial liabilities
Net financial assets

2006

Financial assets
Cash assets
Receivables and secured deposits

Total financial assets

Financial liabilities
Borrowings
Payables

Total financial liabilities

Net financial assets

Fair Value

The carrying amounts of the financial assets and liabilities above approximate fair value.

Note 20 Dividends

Funds
Weighted available Funds Assets/
average at fixed available (liabilities)
effective interest rate at floating  non interest
interest <1 vyear interest rate bearing Total
% $ $ $ $
6.28% 2,380,519 56,010 - 2,436,529
- - 206,972 206,972
2,380,519 56,010 206,972 2,643,501
- - 148,325 148,325
10% 432,178 - - 432,178
432,178 - 148,325 580,503
1,948,341 56,010 58,647 2,062,998
5.37 4,500,000 915,923 - 5,415,923
- - 344,225 344,225
4,500,000 915,923 344,225 5,760,148
- - 387,816 387,816
10% 397,274 - - 397,274
397,274 - 387,816 785,090
4,102,726 915,922 (43,591) 4,975,058

No dividends were paid or proposed during the financial year.

The company has no franking credits available as at 30 June 2007.
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Note 21 Key management personnel disclosures

(a) Directors
The following persons were directors of Alloy Resources Limited during the financial year:

()  Non-Executive Chairman
Peter Harold

(i) Executive directors
layson Meyers
Peter Hepburn-Brown

(i) Non-executive director & Company Secretary
Kevin Hart

(b) Other key management personnel
There were no other persons having the authority and responsibility for planning, directing and controlling the activities
of the Group, directly or indirectly, during the financial year.

(c) Key management personnel compensation

Compensation Policy

Compensation levels are competitively set to attract and retain appropriately qualified and experienced Directors and
senior executives. The Board obtains independent advice on the appropriateness of compensation packages, given
trends in comparative companies both locally and internationally. Compensation packages include fixed compensation
with bonuses or equity based compensation entirely at the discretion of the Board based on the performance of the
consolidated entity.

At the date of this report the Company has not entered into any agreements with Directors or Senior Executives which
include performance based components, nor is there any provision for issuing securities to Directors or Senior Executives.

Refer also to the Corporate Governance Statement for more detail on the Boards policy in this area.

In accordance with best practice corporate governance, the structure of non executive directors and executive compen-
sation is separate and distinct. Non-executive directors do not receive bonuses.

The board acts as the Remuneration Committee and assess the nature and amount of compensation of key management
personnel.
Details of Compensation for Directors and Executive Officers

During the year there were no Senior Executives which were employed by the Company for whom disclosure is required.

Details of the compensation of each of the key management personnel of the consolidated entity are as follows:

Shortterm Post Employment

2007 Base Other  Superannuation
Emolument Benefits Contributions Total

Directors $ $ $ $
Peter Harold 30,000 - - 30,000
Jayson Meyers 35,000 211,950 19,075 266,025
Peter Hepburn-Brown 35,000 130,744 - 165,744
Kevin Hart 30,000 - - 30,000
Total 130,000 342,694 19,075 491,769
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NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 30 June 2007 continued

Note 21 Key management personnel disclosures continued

(c) Key management personnel compensation continued
Details of Compensation for Directors and Executive Officers continued

Shortterm Post Employment

2006 Base Other  Superannuation
Emolument Benefits Contributions Total

Directors $ $0 $ $
Peter Harold 7,500 - - 7,500
Jayson Meyers 8,750 60,150 5,413 74,313
Peter Hepburn-Brown 8,750 36,834 - 45,584
Kevin Hart 7,500 - - 7,500
Total: 32,500 96,984 5,413 134,897

% Payments pursuant to terms of the respective director’s service contract.

Executive Employment Agreements
The Company has entered into service agreements with the Directors. Under these agreements, no director is on a fixed
salary, other than the Director’s Fees listed above. The Directors’ service agreements set out a daily rate at which a
director may charge consulting fees for technical or corporate services provided beyond the Director’s duties covered
by the Directors’ fees listed above.

The maximum daily rate that each Director may charge excluding superannuation entitements and exclusive of GST is as
follows. The daily rates are subject to annual review.

Peter Harold $1,000 per day on an as needed basis
Peter Hepburn-Brown $950 per day, guaranteed to 100 days per year
Jayson Meyers $900 per day, guaranteed to 150 days per year
Kevin Hart $1,000 per day on an as needed basis

Service contracts for the Executive Directors, Messrs Hepburn-Brown and Meyers, are for a term of 3 years commencing
on 6 April 2006 and are terminable by the Company prior to expiry of the term in certain specified circumstances. The
contractual arrangements contain certain provisions typically found in contracts of this nature. Payment of termination
benefit by the Company, other than, amongst other things, for gross misconduct is equal to a payment maximum of 18
months reducing to 6 months pay depending on the service period completed under the contract at the time of termination.

(d) Equity instrument disclosures relating to key management personnel

Unlisted Options provided as remuneration and shares issued on exercise of such options
No options over unissued shares have been issued to key management personnel of the Company during or since the
end of the financial year.

Option holdings
The numbers of options over ordinary shares in the company held during the financial year by each director of Alloy
Resources Limited and other key management personnel of the Group are set out below:

Granted Other Vested and
2007 Balance at during Exercised changes Balance at  exercisable
the start of  the year as during during the end of the end of
Name the year  compensation  the year the year the year the year
Directors
Peter Harold - - - - - -
Jayson Meyers 200,000 - - - 200,000 200,000
Peter Hepburn-Brown 125,000 - - - 125,000 125,000
Kevin Hart 25,000 - - - 25,000 25,000
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Note 21 Key management personnel disclosures continued

(d) Equity instrument disclosures relating to key management personnel continued

Option holdings continued

Granted Other Vested and
2006 Balance at during Exercised changes Balance at  exercisable
the start of  the year as during during the end of the end of
Name compensation  the year the year® the year the year
Directors
Peter Harold - - - - -
Jayson Meyers - - 200,000 200,000 200,000
Peter Hepburn-Brown - - 125,000 125,000 125,000
Kevin Hart - - 25,000 25,000 25,000

O Other changes represent listed options purchased on

14 February 2006.

Share holdings

The number of shares in the company held during the financial year by each director of Alloy Resources Limited and
other key management personnel of the Group, including their personally related parties are set out below. There were

no shares granted during the reporting period as remuneration.

market or pursuant to the terms of the Prospectus dated

Received
during Other

Balance at the year on changes Balance at

the start of exercise during the end of
2007 the year of options the year of the year
Directors
Peter Harold 500,000 - - 500,000
layson Meyers 4,000,000 - - 4,000,000
Peter Hepburn-Brown 4,053,119 - - 4,053,119
Kevin Hart 1,025,000 - - 1,025,000

Received
during Other

Balance at the year on changes Balance at

the start of exercise during the end of
2006 the year of options the year® of the year
Directors
Peter Harold 500,000 - - 500,000
Jayson Meyers 4,000,000 - - 4,000,000
Peter Hepburn-Brown 3,500,000 - 553,119% 4,053,119
Kevin Hart 1,000,000 - 25,000 1,025,000

9 Included in other changes in Mr Peter Hepburn-Brown’s total shareholding is 500,000 shares issued at 10 cents each
in lieu of repayment of a $50,000 loan. All other changes are in respect of shares purchased pursuant to the Prospectus
dated 14 February 2006 or on market.

(e) Loans made to key management personnel
No loans were made to a director of Alloy Resources Limited or any other key personnel, including personally related
entities during the reporting period.
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NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 30 June 2007 continued

Note 21 Key management personnel disclosures continued

(f) Other transactions with key management personnel
Some Directors and Executives hold positions within other entities which cause them to have control or exert significant
influence over the financial or operating policies of those entities.

A number of these entities transacted with the Company during the reporting period. In each instance normal commercial
terms and conditions applied. Terms and conditions were not more favourable than those available, or which might
reasonably be expected to be available, for a similar transaction to unrelated parties on an arms length basis.

Dr. Jayson Meyers has an interest as a director in Resource Potentials Pty Ltd. This firm provides Geophysical consulting,
Geological and Geochemical Database Management Services and office space and administration support to the
Company in the ordinary course of business. The value of the transactions in the financial year ending 30 June 2007
amount to $197,742 (2006: $138,659).

Mr. Kevin Hart has an interest as a partner in a Chartered Accounting firm; Endeavour Corporate. This firm provides
company secretarial and accounting services to the Company in the ordinary course of business. The value of the
transactions in the financial year ending 30 June 2007 amount to $33,427 (2006: $25,453).

Amounts payable to key management personnel and other related parties at reporting date arising from these
transactions were as follows:

2007 2006 2007 2006
$ $ $ $
Trade and other payables — current 27,781 124,769 27,781 124,769
Consolidated Company
2007 2006 2007 2006
$ $ $ $
Note 22 Remuneration of auditors
Audit and review of the consolidated entity’s
financial statements 17,600 12,500 17,600 12,500
Investigating Accountants Report - 14,000 - 14,000

17,600 26,500 17,600 26,500

Note 23 Contingencies

(i) Contingent liabilities
There were no material contingent liabilities not provided for in the financial statements of the Company or consolidated
entity as at 30 June 2007 or 30 June 2006, other than:

Native Title and Aboriginal Heritage

Native title claims have been made with respect to areas which include tenements in which the Company has an
interest. The Company is unable to determine the prospects for success or otherwise of the claims and, in any event,
whether or not and to what extent the claims may significantly affect the Company or its projects. Agreement is being
or has been reached with various native title claimants in relation to Aboriginal Heritage issues regarding certain areas
in which the Company has an interest.

(i) Contingent assets
There were no material contingent assets as at 30 June 2007 or 30 June 2006.
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Note 24 Commitments

(a) Exploration

The consolidated entity has certain obligations to perform minimum exploration work on mineral leases held. These
obligations may vary over time, depending on the consolidated entity’s exploration programmes and priorities. As at
balance date, total exploration expenditure commitments on tenements held by the consolidated entity have not been
provided for in the financial statements and which cover the following twelve month period amount to $778,043
(2006: $486,200) respectively. These obligations are also subject to variations by farm-out arrangements or sale of
the relevant tenements.

(b) Contractual Commitment
There are no contracted commitments other than those disclosed above

Note 25 Controlled entities

Alloy Resources Limited owns 100% of the share capital of Eskay Resources Pty Ltd. Eskay Resources Pty Ltd is
incorporated in the state of Western Australia. An amount of $325,934 was advanced to the controlled entity during
the year ended 30 June 2007 (2006: $124,060) which remains payable at 30 June 2007 (refer note 9).

During the financial year Alloy Resources Limited acquired 49,75% of the share capital of Nam Thong Mining Co Ltd.
Nam Thong Mining Co Ltd is incorporated in the country of Thailand (refer note 11).

Note 26 Interests in joint ventures
Joint venture agreements have been entered into with third parties, whereby the Company can earn an interest in
exploration areas by expending specified amounts in the exploration areas.

There are no assets employed by these joint ventures and the consolidated entity’s expenditure in respect of them is
brought to account initially as capitalised exploration and evaluation expenditure (refer note 13).

Note 27 Events occurring after the balance sheet date

On 18 September 2007 the Company announced the conversion of the convertible note and accrued interest thereon
amounting to $439,658 into 4,396,580 ordinary fully paid shares at an issue price of 10 cents each.

Other than the above, there has not arisen in the interval between the end of the financial year and the date of this
report any item, transaction or event of a material and unusual nature likely, in the opinion of the Directors of the
Company to affect substantially the operations of the consolidated entity, the results of those operations or the state of
affairs of the consolidated entity in subsequent financial years.
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NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 30 June 2007 continued

Consolidated Company
2007 2006 2007 2006
$ $ $ $
Note 28 Reconciliation of loss after tax to
net cash outflow from operating activities
Loss after income tax (770,917) (251,976) (762,096) (251,976)
Depreciation 35,499 7,402 35,499 7,402
Write off of exploration expenditure 368,719 - 368,719 -
Exploration costs capitalised (2,275,534) (346,062) (2,070,387) (223,003)
Borrowing costs accrued 34,904 89,274 34,904 89,274
Change in operating assets and liabilities:
Increase/(decrease) employee provisions 2,254 6,697 2,254 6,697
(Increase)/decrease in receivables/prepayments 79,744 (91,880) 78,103 (91,880)
Increase/(decrease) in payables (81,557) 117,881 (82,154) 117,881
Net cash outflow from operating activities (2,606,888) (468,664) (2,395,158) (344,605)

Consolidated

2007 2006
Cents Cents
Note 29 Earnings per share
(a) Basic earnings per share
Loss attributable to ordinary equity holders of the company (1.13) (0.89)
(b) Diluted earnings per share
Loss attributable to ordinary equity holders of the company (1.13) (0.89)
(c) Loss used in calculation of basic and diluted loss per share
Loss after tax from continuing operations (770,917) (251,976)
(d) Weighted average number of shares used in the calculation of
basic and diluted loss per share
Weighted average number of ordinary shares 69,300,000 28,311,900

Potential ordinary shares are not considered dilutive as their conversion does not show an inferior view of the earnings
performance of the company. Accordingly, diluted earnings per share is the same as the basic earnings per share.
Number of options so excluded from the calculation is set out in Note 17.
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DIRECTORS’ DECLARATION

1. Inthe opinion of the directors of Alloy Resources Limited (“the Company”):
(@ the financial statements and notes are in accordance with the Corporations Act 2001, including:

(i)  giving a true and fair view of the Company’s and the consolidated entities financial position as at 30 June
2007 and of their performance for the financial year ended on that date; and

(i)  complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and
the Corporations Regulations 2001; and

(b)  the financial report also complies with International Financial Reporting Standards as disclosed in Note 1 (a);
and

(c) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they
become due and payable.

2. The directors have been given the declarations required by Section 295A of the Corporations Act 2001 from the
chief executive officer and chief financial officer for the financial year ended 30 June 2007.

Signed in accordance with a resolution of the directors.

-

Jayson Meyers
Director

Dated at Perth this 28th day of September 2007.
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Independent auditor’s report to the members of Alloy Resources Limited
Report on the financial report

We have audited the accompanying financial report of Alloy Resources Limited (the Company),
which comprises the balance sheets as at 30 June 2007, and the income statements, statements of
changes in equity and cash flow statements for the year ended on that date, a summary of significant
accounting policies and other explanatory notes 1 to 29 and the directors’ declaration of the Group
comprising the Company and the entities it controlled at the year’s end or from time to time during
the financial year.

Directors’ responsibility for the financial report

The directors of the Company are responsible for the preparation and fair presentation of the financial
report in accordance with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Act 2001. This responsibility includes establishing and
maintaining internal control relevant to the preparation and fair presentation of the financial report
that is free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances. In note 1(a), the directors also state, in accordance with Australian Accounting
Standard AASB 101 Presentation of Financial Statements, that the financial report of the Group,
comprising the financial statements and notes, complies with International Financial Reporting
Standards.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. These Auditing Standards require that we
comply with relevant ethical requirements relating to audit engagements and plan and perform the
audit to obtain reasonable assurance whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial report in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the financial report.

We performed the procedures to assess whether in all material respects the financial report presents
fairly, in accordance with the Corporations Act 2001 and Australian Accounting Standards (including
the Australian Accounting Interpretations), a view which is consistent with our understanding of the
Company’s and the Group’s financial position and of their performance.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

KPMG an Australian partnership is part of the KPMG International
network. KPMG International is a Swiss cooperative.
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Auditor’s opinion
In our opinion:

(a) the financial report of Alloy Resources Limited is in accordance with the Corporations Act 2001,
including:

(i) giving a true and fair view of the Company’s and the Group’s financial position as at
30 June 2007 and of their performance for the year ended on that date; and

(i) complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001.

(b) the financial report also complies with International Financial Reporting Standards as disclosed
in note 1(a).

/1//{4

KPMG

D P McComish
Partner

Perth
Dated:

Annual Report 2007

53



54

ASX ADDITIONAL INFORMATION

Pursuant to the Listing Requirements of the Australian Securities Exchange, the shareholder information set out below was
applicable as 26 September 2007.

A.

Distribution of Equity Securities

Distribution Number of Shareholders ~ Number of Option Holders
1-1,000 1 -
1,001 - 5,000 32 -
5,001 - 10,000 131 99
10,001 - 100,000 342 140
More than 100,000 85 48
Total 591 287
Holding less than a marketable parcel 17 1

Substantial Shareholders

An extract of the Company’s Register of Substantial Shareholders (who hold 5% or more of the issued capital) is
set out below:

Issued Ordinary Shares

Shareholder Name Number of shares Percentage of shares
Frazerview Investments Pty Ltd 6,926,580 9.40%
Big Bell Gold Corporation Pty Ltd 5,000,000 6.78%
Jayson & Janet Meyers 4,000,000 5.43%
Nakura Resources Pty Ltd 4,000,000 5.43%

Restricted Securities
There are 12,675,000 restricted ordinary shares than are held in escrow until 6 April 2008.

Voting Rights

In accordance with the Company’s Constitution, voting rights in respect of ordinary shares are on a show of hands
whereby each member present in person or by proxy shall have one vote and upon a poll, each share will have
one vote.

Use of Capital

Pursuant to the requirements of ASX Listing Rule 4.10.19 the Company has used all funds raised from its Initial Public
Offering (IPO) in a manner that is consistent with the projections and objectives outlined in the IPO document.
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ASX ADDITIONAL INFORMATION

F. Twenty Largest Shareholders

The names of the twenty largest holders of quoted shares are listed below:
Listed Ordinary Shares

Shareholder Name Number Percentage
Fraserview Investments Ltd 6,926,580 9.40
Big Bell Gold Operations 5,000,000 6.78
B & L Meyers 4,000,000 5.43
Nakura Resources Pty Ltd 4,000,000 5.43
ANZ Nominees Ltd 3,888,799 5.28
Auriferous Mining Ltd 3,449,925 4.68
TM Cons Pty Ltd 1,500,000 2.04
Bannaby Investments Pty Ltd 1,500,000 2.04
Yarandi Investments Pty Ltd 1,250,000 1.70
Nefco Nominees Pty Ltd 1,151,000 1.56
Ajava Holdings Pty Ltd 1,100,000 1.49
Kevin Ronald Hart 1,000,000 1.36
R, A & HM Healy 1,000,000 1.36
Philip Frederik Hoff 1,000,000 1.36
Merrill Lynch Australia Nominees Pty Ltd 1,000,000 1.36
Annette Mizon 1,000,000 1.36
JAAC Corporation Pty Ltd 950,000 1.29
Heidi Karly Bullo 750,000 1.02
Jacana Glen Pty Ltd 700,000 0.95
Laserline Holdings Pty Ltd 660,000 0.90

41,826,304 56.79

G. Twenty Largest Option Holders
Listed Options

Option Holder Name Number Percentage
Robert Anthony Healy 5,700,000 16.29
Auriferous Mining Ltd 2,499,925 7.14
Bannaby Investments Pty Ltd 2,210,000 6.31
Quevy Holdings Pty Ltd 1,277,592 3.65
Yarandi Investments Pty Ltd 1,190,000 3.40
R, A & HM Healy 1,000,000 2.86
Balpina Pty Ltd 957,495 2.74
Terry Ronald & LC Sharp 950,000 2.72
Lawrence Crowe Consulting Pty Ltd 815,707 2.33
Carlsam Pty Ltd 714,400 2.04
Rossi Orchards Pty Ltd 680,000 1.94
Reach Out Pty Ltd 500,000 1.43
Peter Cook 500,000 1.43
Togolosh Pty Ltd 500,000 1.43
IR & Ngataua F} Adamson 500,000 1.43
Erik ME Adriaanse 486,650 1.39
Peter John Douglas 474,630 1.36
Gecko Resources Pty Ltd 472,000 1.35
Terence Brown 450,000 1.29
Blackcow Design Pty Ltd 340,000 0.97

22,218,399 63.5
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