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Review of Operations
Highlights

¢« Sale of the Comet and Kurrajong projects near Cue in WA to Silver Lake Resources Limited for
$1.575 million in cash.

*  New zones of gold mineralisation identified at Horsewell.

¢ A Special Prospecting Licence (‘SPL’) of 16sq.km has been applied for in the Tha Tako district of
the Nakhon Sawan province to explore for gold in the Company’s joint venture company, Nam
Thong Mining Co (Thailand).

« Alloy is still actively progressing its Foreign Investment Licence application in Laos, but no firm
timeline has been given by the Laos Government authorities on when the application will be
approved.

«  Alloy withdrew from the joint venture earn-in on the 88 Creek Project in the North Kimberley region
of WA.

Project Review
Sale of Comet Gold and Kurrajong Nickel Projects

The Comet-Webb’s Patch and Kurrajong projects are located 600 kilometres to the north-west of Perth,
WA and is 20 kilometres to the south-west of the historic gold mining town of Cue.

The geology is comprised of folded and faulted Achaean basalts and sediments that host mesothermal
gold deposits.

The Comet deposit was previously mined before the 1980’s by underground methods, then open pit
mining during the 1990’s.

By letter agreement dated 21 March 2008 Alloy Resources Limited (‘Alloy’) agreed to sell its current gold
project and Kurrajong nickel tenements to Silver Lake Resources Ltd together with all geological data
and related project information for an amount of $1,575,000 cash. The sale included the assumption by
the purchaser of unconditional performance bonds amounting to $141,000.

The sale and purchase was subject to a number of conditions, which were all met prior to year-end. The
Company announced settlement of the transaction on 2 July 2008.

Following completion of a pre-feasibility study in October 2007, that showed the Comet project to be
marginal, at current gold prices for mining and processing on site. The pre-feasibility study had focused
on construction of a modular treatment plant and associated infrastructure on site at Comet. The
Company investigated toll treatment options in the Murchison district within a 180km radius of the
project. Industry cost pressures resulted in two treatment plants within trucking distance of the Comet
project being closed during the year and increasing fuel costs made trucking ore to a third alternative
unattractive.
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Horsewell Gold Project
Location and Geology

The Horsewell Gold project is located in the Warburton Mineral Field of Western Australian and is
approximately 85 kilometres north-east of the township of Wiluna.

The Company owns 100% of the tenement through its subsidiary Eskay Resources Pty Ltd.

The Horsewell project area is at the northern part of the Archaean Yandal Greenstone Belt that hosts
the Jundee/Nimary, Bronzewing, Darlot-Centenary and Gourdis mines.

The project area is dominated by the Lockeridge Fault which follows a north-northwesterly trend. Along
this fault, the greenstone and granitoid rocks are mylonitised and exhibit a foliation fabic and quartz
veining parallel to the fault

To the north, outside Alloy's tenements, along the Lockeridge Fault, a number of carbonated hosted
base metal mineralised zones are located.

Horsewell Gold Resource

The current Horsewell gold resource is as follows:

Project Prospect éa'zgory Tonnes Grade (g/t) Ounces
Palomino Indicated 607,000 2.6 53,000
Horsewell Bronco Indicated 22,078 2.72 1,930
Filly Indicated 151,199 1.86 9,043
Note (1) Filly SW Indicated 62,487 7.07 14,205
Total 842,764 2.80 78,178

Exploration Activities

A GIS study of all open file exploration data, combined with an aeromagnetic interpretation carried out
by the Company and a geophysical consulting group had identified several high priority structural targets
in the northern and eastern parts of the greenstone belt (see attached map). These targets have high
potential for hosting gold mineralisation, and occur along flexures of major shear zones associated with
gold anomalies in soils and major N-NE trending cross faults.

The target areas at Horsewell sit under transported regolith cover were tested by a systematic drilling
program in May 2008 using rotary air blast air core drilling.

The drilling program identified several new, large gold mineralised trends and gold exploration targets at
its Horsewell Gold project. The priority target area is a new zone of gold mineralisation identified by a
hole AHWA112 with1.475 ppm gold peak over 4 metres from a reconnaissance air-core drill hole.

Reconnaissance air-core (AC) and rotary air blast (RAB) drilling was completed to test targets in the
central portion of the greenstone belt within the Company’s tenement (Figure 1). A total of 171 holes
were drilled for 10,995 metres, with 18 holes drilled in the new areas returning gold assays in excess of
0.1 ppm over 4 m composite sample intervals (Table 1). Two drill holes containing maximum gold
values of 1 ppm or more are listed in Table 1. Many of the other drill holes contained maximum gold
values greater than 10 ppb, indicating elevated gold background for the district (Figure 1). The drilling
also demonstrated that many parts of the greenstone belt that were interpreted to be felsic volcanic
rocks are actually mafic volcanic rocks, predominantly tholiitic basalt.
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The drilling results identified several gold anomaly trends that follow the interpreted geological layers
along NW-SW trends. The widths of these trends vary from 400 m to open ended, and are usually in

excess of 1 km long, with the longest of these trends being 5.8 km long (Figure 1).

These results are south of the Pony prospect and follow up 0.6 ppm over 15 m from 99 m previously
drilled at the Pony deposit.

Hole AHWA170 was drilled near hole AHWARCO51 in the Palomino Deposit to collect ore samples for
metallurgy test work. This work will test for ore recoveries and possible heap leaching of the Horsewell
Deposit. This metallurgical test work will commence during October 2008.

A drilling program to test the target area extending beyond hole AHWA112 and other identified gold
trends is being planned.

Table 1: Drill hole intercepts in excess of 0.1 ppm from reconnaissance holes drilled at Horsewell.

Hole ID Easting Northing From (m) To (m) Au (ppm)
(MGA51) (MGA51)

AHWAL70 (i) 271534 7130721 12 15 0.16
AHWAL170 271534 7130721 15 18 0.686
AHWA170 271534 7130721 21 24 0.333
AHWAL170 271534 7130721 24 27 0.13
AHWA170 271534 7130721 27 30 0.271
AHWA170 271534 7130721 30 33 0.249
AHWAL170 271534 7130721 33 36 0.289
AHWA170 271534 7130721 36 39 0.449
AHWAL170 271534 7130721 39 42 1.005
AHWAL170 271534 7130721 42 45 1.86
AHWA170 271534 7130721 45 48 1.505
AHWAL170 271534 7130721 48 51 1.615
AHWAL170 271534 7130721 51 54 5.83
AHWAL170 271534 7130721 54 57 1.075
AHWAL170 271534 7130721 57 60 254
AHWA170 271534 7130721 60 63 0.681
AHWAL170 271534 7130721 63 64 5.24
AHWA169 271621 7130996 8 12 0.116
AHWA157 271802 7130734 24 28 0.414
AHWA156 271880 7130753 16 20 0.125
AHWA155 271808 7130618 48 52 0.954
AHWA127 273396 7132868 16 20 0.183
AHWA121 272253 7132500 60 64 0.311
AHWA115 272857 7133916 24 28 0.696
AHWAL115 272857 7133916 20 24 0.138
AHWA112 272502 7133794 92 96 1.475
AHWA112 272502 7133794 108 112 0.154
AHWAL110 272123 7133675 68 71 0.104
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Hole ID Easting Northing From (m) To (m) Au (ppm)
(MGA51) (MGA51)

AHWA103 272131 7134093 108 112 0.36
AHWA103 272131 7134093 112 116 0.135
AHWA103 272131 7134093 116 120 0.102
AHWAQ099 271396 7133861 52 56 0.184
AHWAO056 271658 7136886 48 52 0.144
AHWAO053 272225 7137055 32 36 0.144
AHWAO033 271450 7135560 64 68 0.244
AHWAO033 271450 7135560 68 72 0.232
AHWAOQ30 272025 7135740 72 76 0.17
AHWAOQ30 272025 7135740 72 76 0.139
AHWAO026 271575 7135179 76 80 0.202
AHWAO026 271575 7135179 96 101 0.102
AHWAO015 271888 7134856 56 60 0.101

(i) Drilled in Palomino deposit for metallurgy testing.
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Figure 1 : Location of recent drill holes with maximum gold values in ppm and new gold anomaly trends

overlying the interpreted bedrock geology at Horsewell.
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Horse well Drill Rig
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Laos Joint Venture Project

In September 2007, a joint venture agreement was signed with a Lao company, Nilandon Mining
Development Limited (‘Nilandon’), whereby Alloy can obtain majority interest in a mineral exploration
concession under application in Laos. The concession area is in the Xiang Khouang province and is
adjacent to Pan Australian Resources Limited’s Phu Bia concession area.

The concession application area is considered to have high potential for hosting large scale base metal
and gold deposits with an advanced prospect, Nam Thong, reading for drilling.

Alloy is still actively progressing its Foreign Investment Licence application in Laos. Recent information
from the government and advisory sources indicate that the government is granting a limited number of
licences and it is expected that Alloy’s Foreign Investment Licence applications will be processed but no
firm timeline has been given by the Lao Government authorities.

During the year the Company obtained Government approval to establish a representative office in
Laos, which allowed the Company to operate within the country to evaluate mineral projects and
process applications for foreign business licences and concession areas.
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Thailand Joint Venture Project

A Special Prospecting Licence (‘SPL’) application of 16sgkm in the Tha Tako district of Thailand, in the
name of the Company’s joint venture company, Nam Thong Mining Co. (Thailand), is still under review
by the Thailand Government.

The SPL application sits 80kms to the south of the Chalice Gold Mine and is in the same volcanic belt.
Lao order gold anomalies have previously been identified in soils within the SPL application area.

88 Creek Project

The 88 Creek project is located in the north-eastern paid of the Kimberley region some 160 kilometres
north-west of the township of Kununurra. Owing to rough terrain, much of the area is only accessible by
air and all requirements for exploration must be brought in to the project area.

Alloy reviewed the potential of the 88 Creek Joint Venture and decided to withdraw from the project
during the year.

Doyles Dam Project

The Doyle’s Dam project is located in the Coolgardie mineral field of Western Australia, and comprises
of ten exploration licences. The project area covers approximately 19 square kilometers and covers the
faulted contact between the Dunnsville Granodiorite and the Doyle’s Dam Granodiorite both of Archaean
age. The project is near the previously mined open pits of Newminster and Newhaven. The project is
currently being reviewed for its potential to Alloy.

Based on review of results received the project has been relinquished subsequent to financial year end.

The information in this Annual Report which relates to Exploration Results is based on information
compiled by Dr. Jayson Meyers, a 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 thi sreport 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.

-10 -
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Schedule of Tenements

Project Tenement Alloy Equity
(All tenements registered to Alloy Resources

Limited except where noted below)

Horse Well

Eskay Resources Pty Ltd 100% E69/1772 100%

(Eskay Resources Pty Ltd is a wholly owned
subsidiary of Alloy Resources Limited)

Laos
Concession
Nam Thong Project application
Earning up to
Alloy Earning interest 80%
Thailand
Nam Thong Mining Co. Ltd. 100% SPL 2/2550 49.75%

-11 -
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Corporate Governance Statement

The Directors of Alloy Resources Limited (“Alloy”) or the (“Company”) support the establishment and
ongoing development 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,
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 revised Eight 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 for Directors and Key Executives
Code of Ethics and Conduct

Share Trading Policy

Shareholder Communication Strategy

Continuous Disclosure Policy

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 principles of the Corporate Governance Council unless
otherwise stated.

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. The Board approves and monitors expenditure, ensure the integrity of
internal controls and monitors and approve financial and other reporting.

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

Performance review
The Board has not undertaken a formal review of its performance for the year ended 30 June 2008.

The Board believes that the competitive environment in which the Company operates will effectively
provide a measure of the performance of Directors. The Chairman assesses the performance of the
Board and individual directors on an informal basis. Due to the early stage of development of the
Company, it is difficult for quantitative measures of performance to be established. As the Company
progresses its current projects, the Board intends to establish appropriate evaluation procedures.

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.

-12 -
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Corporate Governance Statement (continued)
Board Composition (continued)

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, three non-executive and one executive.

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 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.

Independent professional advice and access to information

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

The skills, experience and expertise of all Directors is set out in the Directors’ details section of the
Directors’ Report. All executives and Directors are encouraged to attend professional education
courses relevant to their roles.

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.

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.

-13-
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Corporate Governance Statement (continued)

Security Trading Policy

The Board has adopted a policy and procedure on dealing in the Company’s securities by
directors, officers and employees which prohibits dealing in the Company’s securities when
those persons possess inside information. It also provides that notification of intended trading
should be given to the Chairman prior to trading.

The law prohibits insider trading and the Corporations Act and the ASX Listing Rules
require disclosure of any trading undertaken by directors or their related entities in the
Company’s securities.

Integrity in Financial Reporting
Managing Director and Company Secretary

The Board requires the Managing 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. Audit Partner
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.

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.
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