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DIRECTORS’ REPORT (CONTINUED)

Remuneration committee and remuneration policy

The Remuneration Committee of the Board of Directors of the Company is responsible for determining and reviewing
compensation arrangements for the directors, the managing director and executive team. The Remuneration Committee
assesses the appropriateness of the nature and amount of remuneration of directors and senior executives on an annual
basis by reference to relevant employment market conditions and considers advice from external consultants with the overall
objective of ensuring maximum stakeholder benefit from the retention of a high-quality board and executive team.

Executives are given the opportunity to receive their base emolument in a variety of forms, including cash and fringe benefits,
such as motor vehicles and expense payment plans. Itis intended that the manner of payment chosen will be optimal for the
recipient without creating undue cost for the Group.

To assist in achieving these objectives, the Remuneration Committee links the nature and amount of executive directors’ and
officers’ emoluments to their individual performance and the Group’s financial and operational performance. The criteria
considered by the Remuneration Committee include those relating to profitability, cash flow, share price growth and individual
performance.

Remuneration structure

In accordance with best practice corporate governance, the structure of non-executive director and senior executive
remuneration are separate and distinct.

Non-executive director remuneration

Objective

The Board seeks to set aggregate remuneration at a level which provides the Company with the ability to attract and retain
directors of the highest calibre, whilst incurring a cost which is acceptable to shareholders.

Structure

The Constitution and ASX Listing Rules specify that the aggregate remuneration of non-executive directors shall be determined
from time to time by a general meeting. An amount not exceeding the amount determined is then divided between the
directors as agreed. The latest determination was at the General Meeting held on 4 November 1999 when shareholders
approved an aggregate remuneration of $150,000 per year.

The amount of aggregate remuneration sought to be approved by shareholders and the manner in which it is apportioned
amongst directors is reviewed annually. The board considers advice from external consultants as well as fees paid to non-
executive directors of comparable companies when undertaking the annual review process.

Each director receives a fee for being a director of the Company. An additional fee may be payable for each board committee
on which a director sits which recognises the additional time required by directors who serve on one or more sub committees.
At this time there are no additional fees paid to directors who serve on sub committees.

The remuneration of non-executive directors for the period ending 30 June 2007 is outlined in Table 1 of this report.

Executive director and senior executive remuneration
Objective

The Company aims to reward executives with a level and combination of remuneration commensurate with their position and
responsibilities within the Company that:

. reward executives for Company performance against targets set by reference to appropriate benchmarks;
. align the interests of executives with those of shareholders

. link reward with the strategic goals and performance of the Company; and

. ensure total remuneration is competitive by market standards.
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Structure 27

In determining the level and components of executive remuneration, the Remuneration Committee considers independent
advice from external consultants in the form of reports detailing market levels of remuneration for comparable executive roles.

Itis the policy of the Remuneration Committee that employment contracts are entered into with all executive directors and
senior executives.

Remuneration consists of the following elements:
. Fixed remuneration
. Variable remuneration (which includes short-term and long-term incentive)

The proportion of fixed remuneration and variable remuneration including incentives is established for each senior executive
by the Remuneration Committee. Table 2 of this report details the fixed and variable components of the 5 most highly
remunerated senior executives.

Fixed Remuneration

Objective

The level of fixed remuneration is established to provide a base level of remuneration which is both appropriate to the
component and competitive in the market.

Fixed remuneration is reviewed annually by the Remuneration Committee and the process consists of a review of individual
performance, relevant comparative remuneration in the market and internal policies and practices. As noted previously, the
Remuneration Committee may consider advice from external consultants who are independent of management.

Structure

Senior executives are given the opportunity to receive their fixed remuneration in a variety of forms including cash and fringe
benefits. The manner of payment chosen is optimal for the recipient without creating any undue cost for the Company.
Variable Remuneration - Short-Term Incentive (STI)

Objective

The objective of the STl program is to link the achievement of the Company’s operational targets with the remuneration
received by the executives responsible for meeting those targets.

Structure

Actual STI payments granted to senior executives depend on overall performance and may include the extent to which specific
operating targets set from time to time are met. The operational targets may consist of both financial and non-financial
measures of performance.

The aggregate STl payments available for executives are subject to the approval of the Remuneration Committee with
payments usually made as a cash bonus.

Variable Remuneration - Long-Term Incentive (LTI)

Objective

The objective of the LTI program is to reward selected senior executives in a manner that aligns this element of remuneration
with the creation of long term shareholder wealth.

Structure

LTI grants to executives are delivered in the form of an entitlement to participate in the Grange Resources Limited Directors’
and Officers’ Option Plan. As at the reporting date the only executive participating under this Option Plan is the Managing
Director.

The Company utilises the LTI program to link remuneration with the attainment of key performance hurdles in particular
with the development of projects. The use of this performance-based program ensures an alignment between comparative
shareholder return and reward for executives.
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B.

Executive Employment Agreements

Geoffrey Wedlock - Managing Director

The Managing Director, Mr Wedlock is employed under contract. The current employment contract commenced on 1 March
2005 and terminates on 29 February 2008, at which time the Group may choose to enter into a new employment contract with
Mr Wedlock.

Mr Wedlock currently receives fixed remuneration of $450,000 per annum plus 9% superannuation.

The contract provides for participation in the Grange STI Scheme being a share of the bonus pool as determined by the
Remuneration Committee and Board of the Company.

Following the agreement entered into by Mr Wedlock and the Company on 26 April 2005 and following shareholder
approval, Mr Wedlock was granted the following option package on 2 May 2005:

(i) 1,500,000 incentive options exercisable at $1.25 on or before 30 June 2007. These unlisted options did not vest until
Mr Wedlock has achieved Southdown project approvals . Southdown project approvals were not obtained by the expiry
date and these options have subsequently lapsed;

(i) 1,500,000 incentive options exercisable at $1.50 on or before 30 June 2008. These unlisted options will not vest until
Mr Wedlock has achieved Southdown project commencement;

(iii) 1,000,000 incentive options exercisable at $2.50 on or before 30 June 2011. These unlisted options will not vest until
Mr Wedlock has achieved a payment of $0.05 dividend.

Mr Wedlock may resign from his position and thus terminate his employment agreement by providing three months
written notice.

On resignation any options will be forfeited.

The company may terminate this employment agreement by providing three months written notice or by providing
payment for the lesser of twelve months or the unexpired period of this agreement in lieu of giving notice, the agreement
will then terminate upon such payment being made.

The company may terminate the contract at any time without notice if serious misconduct has occurred. Where
termination with cause occurs the Managing Director is only entitled to that portion of remuneration that is fixed, and only
up to the date of termination. On termination with cause any unvested options will immediately be forfeited.

Employment Contracts with Directors and Executives

The following Executives are employed under contracts of employment for periods of three years:

A Nutter (Technical Director)

S Hall (General Manager - Business Development)

N Marston (General Manager - Commercial and Company Secretary)
L Skotsch (General Manager - Exploration)

M Muirhead (Financial Controller)

The employment contracts have standard commercial terms, including:

Participation in the Grange STl Scheme being a share of the bonus pool as determined by the Remuneration Committee
and Board of the Company.

The Director or Executive may resign from their position and thus terminate their employment agreement by providing
three months written notice.

On resignation any options will be forfeited.

The company may terminate the employment agreement by providing three months written notice or by providing
payment for the lesser of twelve months or the unexpired period of this agreement in lieu of giving notice, the agreement
will then terminate upon such payment being made.

The company may terminate the contract at any time without notice if serious misconduct has occurred. Where
termination with cause occurs the Director or Executive is only entitled to that portion of remuneration that is fixed,
and only up to the date of termination. On termination with cause any unvested options willimmediately be forfeited.
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C. Details of Remuneration

Table 1: Directors’ remuneration for the year ended 30 June 2007
POST  SHARE-BASED

SHORT TERM EMPLOYMENT PAYMENTS
SALARY CASH PERFORMANCE
AND FEES BONUS OTHER SUPER'N OPTIONS TOTAL RELATED

Directors - Current $ S S $ S $ %
ABohnenn ) 2007 70,000 - - - - 70,000 -
(Non-Executive Chairman)
(Appointed: 1 July 2002) 2006 68,206 - - - - 68,206 -
R Krasnoff ) 2007 - - - 49,050 - 49,050 -
(Non-Executive Director)
(Appointed: 16 June 2005) 2006 - - - 47,163 - 47,163 -
AHNutter 2007 120,311 15,000 = 98,573 - 233,884 6.41%
(Technical Director)
(Appointed: 24 February 1998) 2006 100,856 15,000 - 107,722 - 223,578 6.71%
G LW Wedlock 2007 396,461 400,000 - 35682 (354,193) 477,950  9.58%
(Managing Director)
(Appointed: 23 February 2005) 2006 317,702 75,000 - 28,593 338,080 759,375 54.40%
H R Moser . 2007 23,000 - - - - 23,000 -
(Non-Executive Director)
(Appointed: 15 November1999) 2006 23,000 - - - - 23,000 -
Total Remuneration: Directors 2007 609,772 415,000 - 183,305 (354,193) 853,384 7.12%

2006 509,764 90,000 - 183,478 338,080 1,121,322 38.18%

Table 2: Remuneration of the 5 named executives who received the highest remuneration for the year ended 30 June 2007
POST  SHARE-BASED

SHORT TERM EMPLOYMENT PAYMENTS
SALARY CASH PERFORMANCE
AND FEES BONUS OTHER SUPER'N OPTIONS TOTAL RELATED

Executives - Current S S S S S S %
S Hall 2007 78,568 20,000 - 135,876 - 234,444 8.53%
(Appointed: 8 August 2005)

2006 59,022 15,000 - 119,255 - 193,277 7.76%
N Marston p 2007 166,567 20,000 - 36,246 - 222,813 8.98%
Appointed: 21 July 200
(App July ) 2006 129,327 20,000 - 11,639 - 160,966 12.42%
M Muirhead p p 2007 87,915 10,000 - 8,076 - 105,991 9.43%
Appointed: 26 April 200
(App P 4 2006 15,179 - - 1366 - 16545 -
L Skotsch 2007 85,573 - - 7,702 - 93,275 -
(Appointed: 22 January 2007)

2006 - - - - - - -
Former
M Smith 2007 - - - 8,717 - 8,717 -
(Resigned: 21 July 2006)

2006 44,154 10,000 - 81,154 - 135,308 7.39%
Total Remuneration: 2007 418,623 50,000 - 196,617 - 665,240 7.52%
Executives 2006 247,682 45,000 - 213,414 - 506,096  889%

Notes:

i.  Unless otherwise disclosed, the beginning of the reporting period is 1 July 2006 (2006: 1 July 2005). Where a Director or
Executive was appointed during the year, the beginning of the reporting period is the date of appointment;

ii. Unlessotherwise disclosed, the end of the reporting period is 30 June 2007 (2006: 30 June 2006). Where a Director or
Executive resigned during the year, the end of the reporting period is the date of resignation.

iii. Unless otherwise disclosed, all cash bonuses were granted in March 2007.

iv. A cash bonus of $300,000 was granted to G Wedlock in September 2006.

v. The Group has paid premiums totalling $29,748 in respect of directors and officer’s liability insurance and company
reimbursement policies, which cover all directors and officers of the Group. The premium cannot be allocated to the
individual directors and officers.
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D. Share-based Compensation

Compensation Options: Granted, vested and lapsed during the year

During the year, no compensation options were granted or vested (2006: nil). 1,500,000 incentive options exercisable at $1.25
on or before 30 June 2007 to the Managing Director vesting upon achieving Southdown project approvals lapsed.

E. Optionsgranted as part of remuneration

TOTALVALUE OF % REMUNERATION
VALUE OF OPTIONS VALUE OF OPTIONS VALUE OF OPTIONS OPTIONS GRANTED, CONSISTING OF
GRANTED EXERCISED LAPSED EXERCISED AND LAPSED OPTIONS
Directors DURING THE YEAR DURING THEYEAR DURING THE YEAR DURING THE YEAR FORTHE YEAR
G LW Wedlock - 750,000 (1,875,000} (1,125,000} (74%)
- 750,000 (1,875,000} (1,125,000}

The fair value of the equity-settled share options granted under the option plans is estimated as at the date of grant using the
binomial model taking into account the terms and conditions upon which the options were granted.

There were no alterations to the terms and conditions of options granted as remuneration since their grant date.

The maximum grant, which will be payable assuming that all service and performance criteria are met, is equal to the number
of options granted multiplied by the fair value at the grant date. The minimum grant payable assuming that service and
performance criteria are not met is zero.

F.  Sharesissued on exercise of compensation options (consolidated)

SHARES ISSUED PAID PER SHARE UNPAID PER SHARE
30 June 2007 No. $ $
Directors
G LW Wedlock 1,500,000 0.50 -
1,500,000 0.50 -
30 June 2006

There were no shares issued on exercise of compensation options for the year ended 30 June 2006.
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INDEMNITIES AND INSURANCE OF OFFICERS 31

The Group has paid premiums totalling $29,748 in respect of Directors’ and Officers’ Liability Insurance and Company
Reimbursement policies, which cover all directors and officers of the Group. The policy conditions preclude the Group from any
detailed disclosures.

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 intervene in any proceedings to which the Company is a party for the purpose of taking responsibility on
behalf of the Company of all or any part of those proceedings. No proceedings have been brought or intervened in or on behalf
of the Company with leave of the court under section 237 of the Corporations Act 2001.

NON-AUDIT SERVICES

The following non-audit services were provided by the Company’s auditor, Ernst and Young. The directors are satisfied
that the provision of non-audit services is compatible with the general standard of independence for auditors imposed by
the Corporations Act. The nature and scope of each type of non-audit service means that auditor independence was not
compromised.

Ernst and Young received or are due to receive the following amounts for the provision of non-audit services:

Tax compliance services $66,120

CORPORATE GOVERNANCE

In recognising the need for the highest standards of corporate behaviour and accountability, during the financial period the
directors of Grange Resources Limited support and have adhered to the principles of corporate governance. The Company’s
corporate governance statement is contained on page 33 of this report.

This report has been made in accordance with a resolution of Directors.

Geoff LW Wedlock
Managing Director

27th day of September 2007
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AUDITOR'S INDEPENDENCE DECLARATION

i”ERNST& YOUNG & The Ernst & Young Building ® Tel 61894292222

11 Mounts Bay Road Fax 6189429 2436
Perth WA 6000
Australia

GPO Box M939
Perth WA 6843

Auditor’s Independence Declaration to the Directors of Grange Resources Limited

In relation to our audit of the financial report of Grange Resources Limited for the financial year ended 30 June 2007, to the best
of my knowledge and belief, there have been no contraventions of the auditor independence requirements of the Corporations
Act 2001 or any applicable code of professional conduct.

Ernst + 0\4? %M&ﬂ |

Ernst Et Young Peter Mclver
Partner
Perth, 27 September 2007

Liability limited by a scheme approved under
Professional Standards Legislation.
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CORPORATE GOVERNANCE STATEMENT

The Board of Directors of Grange Resources Limited is responsible for the corporate governance of the Company. The Board 33
guides and monitors the business activities and affairs of the Company on behalf of the shareholders by whom they are elected
and towhom they are accountable.

1.

1.1

1.2

Board of Directors

Role of the Board

The Board’s current role is to collectively govern and manage the Company. The Directors must act in the best interests
of the Company as a whole. It is the role of the Board to govern and manage the Company in accordance with the stated
objectives of the Company.

In carrying out its governance role, the main task of the Board is to drive the performance of the Company. The Board
must also ensure that the Company complies with all of its contractual, statutory and any other legal obligations,
including the requirements of any regulatory body. The Board has the final responsibility for the successful operations of
the Company.

To assist the Board carry out its functions, it has developed a Code of Conduct to guide the Directors in the performance
of theirroles.

Composition of the Board

To add value to the Company, the Board has been formed so that it has effective composition, size and commitment to
adequately discharge its responsibilities and duties. The names of the Directors and their qualifications and experience
are set out in the Director’s Report. Directors are appointed based on their experience and on the independence of their
decision-making and judgment.

The Company’s Constitution provides for the appointment of a minimum number of directors as threeand uptoa
maximum of eight. Currently the Company has five directors comprising two executive directors and three non-executive
directors. The Constitution does not require a shareholding qualification for directors.

The Company recognises the importance of Non-Executive Directors and the external perspective and advice that Non-
Executive Directors can offer. Messrs A Bohnenn, R Krasnoff and H R Moser are Non-Executive Directors. In addition

to being Non-Executive Mr Krasnoff and Mr Moser also meet the following criteria for independence adopted by the
Company.

An Independent Director:
(i) isa Non-Executive Director and:

(ii)  isnotasubstantial shareholder of the Company or an officer of, or otherwise associated directly with, a substantial
shareholder of the Company;

(iiiy  within the last three years has not been employed in an executive capacity by the Company or another group
member, or been a Director after ceasing to hold any such employment;

(iv) isnota principal of a material professional adviser or a material consultant to the Company or another group
member, or an employee materially associated with the service provided;

(v)  isnota material supplier or customer of the Company or another group member, or an officer of or otherwise
associated directly or indirectly with a material supplier or customer;

(vi)  has no material contractual relationship with the Company or other group member other than as a Director of the
Company;

(vii) has not served on the Board for a period which could, or could reasonably be perceived to, materially interfere
with the Director’s ability to act in the best interests of the Company; and

(viii) is free from any interest and any business or other relationship which could, or could reasonably be perceived to,
materially interfere with the Director’s ability to act in the best interests of the Company.

Mr Bohnenn, the Non-executive Chairman of the Company does not meet the Company’s criteria for independence as
a consequence of his substantial shareholding in Grange and the marketing and public relations services agreement
Grange has with Hendygwyn Holding and Beheer b.v. However, Mr Bohnenn's experience and background makes his
contribution to the Board such that it is appropriate for him to retain his position.
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1.3

1.4

1.5
15.1

15.2

Responsibilities of the Board

In general, the Board is responsible for, and has the authority to determine, all matters relating to the policies, practices,
management and operations of the Company. Itis required to do all things that may be necessary to be done in order to
carry out the objectives of the Company.

Without intending to limit this general role of the Board, the principal functions and responsibilities of the Board include
the following.

(i) Leadership of the Organisation: overseeing the Company and establishing codes that reflect the values of the
Company and guide the conduct of the Board, management and employees.

(ii)  Strategy Formulation: working to set and review the overall strategy and goals for the Company and ensuring that
there are policies in place to govern the operation of the Company.

(iiiy  Overseeing Planning Activities: overseeing the development of the Company’s strategic plan and approving that
plan as well as the annual and long-term budgets.

(iv)  Shareholder Liaison: ensuring effective communications with shareholders through an appropriate
communications policy and promoting participation at general meetings of the Company.

(v)  Monitoring, Compliance and Risk Management: overseeing the Company’s risk management, compliance, control
and accountability systems and monitoring and directing the financial and operational performance of the
Company.

(vij Company Finances: approving expenses in excess of those approved in the annual budget and approving and
monitoring acquisitions, divestitures and financial and other reporting.

(vii) Human Resources: appointing, and, where appropriate, removing executives as well as reviewing the performance
of executives and monitoring the performance of senior management in their implementation of the Company’s
strategy.

(viii) Ensuringthe Health, Safety and Well-Being of Employees: in conjunction with the senior management team,
developing, overseeing and reviewing the effectiveness of the Company’s occupational health and safety systems
to ensure the well-being of all employees.

(ix) Delegation of Authority: where appropriate delegating appropriate powers to the Company’s executives to ensure
the effective day-to-day management of the Company and establishing and determining the powers and functions
of any Committees of the Board.

Term of Office

Under the Company’s Constitution, the minimum number of Directors is three. At each Annual General Meeting, one
third of the Directors (excluding the Managing Director) must resign, with Directors resigning in rotation based on the
date of their appointment. Directors resigning by rotation may offer themselves for re-election.

Board Policies

Conflicts of Interest

Directors must disclose to the Board actual or potential conflicts of interest that may or might reasonably be thought
to exist between the interests of the Director and the interests of any other parties in carrying out the activities of
the Company and if requested by the Board, within seven days or such further period as may be permitted, take such
necessary and reasonable steps to remove any conflict of interest.

If a Director cannot or is unwilling to remove a conflict of interest then the Director must, as per the Corporations Act,
absent himself or herself from the room when discussion and/or voting occurs on matters about which the conflict
relates.

Commitments

Each member of the Board is committed to spending sufficient time to enable them to carry out their duties as a Director
of the Company.
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154
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15.6

157

Confidentiality 35

In accordance with legal requirements and agreed ethical standards, Directors and key executives of the Company have
agreed to keep confidential, information received in the course of the exercise of their duties and will not disclose non-
publicinformation except where disclosure is authorised or legally mandated.

Continuous Disclosure

The Board has designated the Company Secretary as the person responsible for overseeing and coordinating disclosure
of information to the ASX as well as communicating with the ASX. In accordance with the ASX Listing Rules, the Company
immediately notifies the ASX of information:

. concerning the Company that a reasonable person would expect to have a material effect on the price or value of
the Company’s securities; and

. that would, or would be likely to, influence persons who commonly invest in securities in deciding whether to
acquire or dispose of the Company’s securities.

Upon confirmation of receipt from the ASX, the Company posts all information disclosed in accordance with this policy
on the Company’s website in an area accessible by the public.

Education and Induction

New Directors undergo an induction process in which they are given a full briefing on the Company. Information
conveyed to new Directors includes:

. details of the roles and responsibilities of a Director with an outline of the qualities required to be a successful
Director;

. formal policies on Director appointment as well as conduct and contribution expectations;

. details of all relevant legal requirements;

. a copy of the Board Charter;

. guidelines on how the Board processes function;

. details of past, recent and likely future developments relating to the Board including anticipated regulatory
changes;

. background information on and contact information for key people in the organisation including an outline of their
roles and capabilities;

. an analysis of the Company;

. a synopsis of the current strategic direction of the Company including a copy of the current strategic plan and
annual budget; and

. a copy of the Constitution of the Company.

Independent Professional Advice

The Board collectively and each Director has the right to seek independent professional advice at the Company’s
expense, up to specified limits, to assist them to carry out their responsibilities.

Related Party Transactions

Related party transactions include any financial transaction between a Director and the Company and will be reported
in writing to each Board meeting. Unless there is an exemption under the Corporations Act from the requirement to
obtain shareholder approval for the related party transaction, the Board cannot approve the transaction.
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1.5.8 Shareholder Communication

159

The Company respects the rights of its shareholders and to facilitate the effective exercise of those rights the Company is
committed to:

(i) communicating effectively with shareholders through releases to the market via ASX, the Company’s website,
information mailed to shareholders and the general meetings of the Company;

(ii)  giving shareholders ready access to balanced and understandable information about the Company and corporate
proposals;

(iii)  making it easy for shareholders to participate in general meetings of the Company; and

(iv) requestingthe external auditor 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 auditor’s report.

The Company also makes available a telephone number and email address for shareholders to make enquiries of the
Company.

Trading in Company Shares

The Company has a Share Trading Policy under which Directors are required to discuss their intention to trade in the
Company’s securities with the Chairman prior to trading. Consideration will be given in these discussions to any special
circumstances (eg financial hardship).

Directors must not trade in the shares of any other entity if inside information on such entity comes to the attention of
the director by virtue of holding office as a director of the Company.

The following guidelines are to be observed by Directors and employees of Grange:

. Securities may be purchased or sold immediately following the release of Grange’s, half-yearly and final results
(“results announcements”) (subject to observing the additional approval requirements set out below).

. Securities should not be purchased or sold during the two week period preceding any results announcements.

. Securities should not be purchased or sold preceding any material ASXannouncement by Grange, if the employee
isaware thatitis likely that such an announcement will be made.

. Securities should not be purchased or sold for the purpose of short-term speculation.

. Securities may be purchased or sold at other times (subject to additional disclosure requirements established by
the Board).

In addition, consistent with the law, designated officers are prohibited from trading in the Company’s securities while

in the possession of unpublished price-sensitive information concerning the Company. Unpublished price-sensitive
information is information regarding the Company of which the market is not aware and that a reasonable person would
expect to have a material effect on the price or value of the Company’s securities.

Notice of an intention to trade must be given prior to trading in the Company’s securities as well as a confirmation that
the person is not in possession of any unpublished price-sensitive information. The completion of any such trade by a
Director must also be notified to the Company Secretary who in turn advises the ASX.

1.5.10Performance Review/Evaluation

The Board intends to conduct an evaluation of its performance periodically. There was no evaluation conducted during
the financial year.

15.11 Attestations by Company Secretary

In accordance with the Board’s policy, the Company Secretary is required to make the attestations recommended by the
ASX Corporate Governance Council as to the Company’s financial condition prior to the Board signing this Annual Report.
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2.1

2.2

Board Committees 37

The Board currently has two committees which have been established to consider particular issues and strategies in
order to advise and guide the Board. Committees are also established as the need arises.

Audit and Compliance Committee

The audit and compliance committee was in place for the entire reporting period and operates under a charter
approved by the Board. It is the Board’s responsibility to ensure that an effective internal control framework exists
within the Company to deal with the effectiveness and efficiency of business processes, the safeguarding of assets,
the maintenance of proper accounting records and the reliability of financial information. The Board has delegated the
responsibility for the establishment and maintenance of the internal control framework and ethical standards to the
audit and compliance committee. The committee’s responsibilities include the following:

. oversee and appraise the independence, quality and extent of the total audit effort;

. perform an independent overview of the financial information prepared by Company management for
shareholders and prospective shareholders;

. evaluate the adequacy and effectiveness of the Company’s and the Group ’s risk management and financial
control, and other internal control systems and evaluate the operation thereof; and

. review and endorse the annual and half-year attestation statements in accordance with regulatory requirements.

. the appointment of external auditors.

. review and implement risk-management and internal control structures appropriate to the needs of Grange.

. monitor compliance issues applicable laws and regulations, particularly compliance with the Stock Exchange
Listing Rules;

. review all public releases to the ASX of material consequence, prior to release to the market; and

. review of Corporate Governance Practices.

The members of the Audit and Compliance Committee throughout the reporting period were Mr A. Bohnenn and
Mr R. Krasnoff. Mr N. Marston was a member of the Audit and Compliance Committee from July 2006.

Qualifications of audit and compliance committee members

A Bohnenn has more than 25 years experience as Managing Director in the investment banking and financial services
industries, with an emphasis in research and funds management.

R Krasnoff previous roles have included an executive position with Wesfarmers Limited and as a management consultant
with McKinsey and Company for a period of ten years. He has also served as a director of listed public companies in
Australia.

N A Marston is a qualified Accountant with extensive experience across a wide variety of industries.

Remuneration Committee

Itis the Company’s objective to provide maximum stakeholder benefit from the retention of a high quality board by
remunerating directors and executives fairly and appropriately with reference to relevant market conditions. To assist in
achieving this objective, the Board attempts to link the nature and amount of executives’ emoluments to the Company’s
performance. The outcome of the remuneration structure is:

. the retention and motivation of key executives;
. attraction of quality personnel with appropriate expertise; and
. performance incentives that allow executives to share the rewards of the success of Grange.

For a full discussion of the Company’s remuneration philosophy and framework and the remuneration received by
directors and executives in the reporting period refer to the remuneration report, which is contained within the
Directors’ Report.
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CORPORATE GOVERNANCE STATEMENT (CONTINUED)

2.2.1 Role

The role of the Remuneration Committee is to assist the Board in fulfilling its responsibilities in respect of establishing
appropriate remuneration levels and incentive policies for executives.

2.2.2 Composition

The members of the Remuneration Committee throughout the reporting period were Mr A Bohnenn and Mr R Krasnoff.

2.3 Seal Committee
Any two directors and the Company Secretary of the Company can participate on this committee. The committee has the
responsibility of approving the application of the Company seal to documents that legally bind the Company.

2.4 Nomination Committee

The Directors have elected not to appoint a Nomination Committee due to the scale and nature of the Company’s
activities.

Subject to the provision of the Company’s Constitution, the issues of board composition and selection criteria for
directors are dealt with by the full board. The board continues to have the mix of skills and experience necessary for the
conduct of the Company’s activities.

The Constitution provides for events whereby directors may be removed from the board. Similarly shareholders have the
ability to nominate, appoint and remove directors.

In addition, the Constitution provides for the regular rotation of directors which ensures that directors seek re-election
by shareholders at least once every three years.

Given these existing regulatory requirements, directors are not appointed for a specified term and directors’ continuity
of service is in the hands of shareholders.
3. Statementto the Board

The Company Secretary has stated in writing to the Board that the statement given in accordance with best practice
recommendation 4.1 (the integrity of financial statements) is founded on a sound system of risk management and
internal compliance and control which implements the policies adopted by the Board. The Company’s risk management
and internal compliance and control system is operating efficiently and effectively in all material aspects.
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INCOME STATEMENT

FORTHE YEAR ENDED 30 JUNE 2007

NOTE CONSOLIDATED GRANGE RESOURCES LIMITED
2007 2006 2007 2006
S S S S
Continuing operations
Sale of copper - 7,443,174 - -
Royalties 2,856,211 2,318,612 2,633,510 2,044,764
Finance revenue 837,591 634,107 837,591 499,950
Revenue from continuing operations 3(a) 3,693,802 10,395,893 3,471,101 2,544,714
Cost of sales 3(c) - (4,541,684) = -
Gross profit 3,693,802 5,854,209 3,471,101 2,544,714
Otherincome 3(b) 132,510 489,751 129,346 387,092
Administration expenses 3(d) (2,483,393) (1,984,338) (2,033,742) (1,933,026)
Employee benefits expense 3(e) (1,816,000) (2,117,459) (1,741,780) (2,117,459)
Other expenses 3(f) (299,652) (299,029) - -
Profit / (loss) from continuing operations
before tax and borrowing costs (772,733) 1,943,134 (175,075) (1,118,679)
Borrowing costs 3(g) = (7,204) - -
Profit/ (loss) from continuing
operations before income tax (772,733) 1,935,930 (175,075) (1,118,679)
Income tax expense 4 - - - -
Profit/ (loss) from continuing operations
after income tax expense (772,733) 1,935,930 (175,075) (1,118,679)
Net profit / (loss) for the period (772,733) 1,935,930 (175,075) (1,118,679)
Basic earnings/ (loss) per share (cents per share) 24 (0.76) 2.04
Diluted earnings/ (loss) per share (cents per share) 24 (0.76) 2.04

The above Income Statement should be read in conjunction with the accompanying notes.
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BALANCE SHEET

AS AT 30 JUNE 2007
NOTE CONSOLIDATED GRANGE RESOURCES LIMITED
2007 2006 2007 2006
S S S $
ASSETS
Current assets
Cash and cash equivalents 5 13,492,474 8,306,137 13,109,925 8,087,202
Trade and other receivables 6 2,948,032 3,560,069 627,935 1,327,242
Prepayments 60,945 53,194 60,945 53,194
Total current assets 16,501,451 11,919,400 13,798,805 9,467,638
Non-current assets
Trade and other receivables 7 2,705,231 2,711,680 4,115,204 2,181,364
Other financial assets 9 480,975 - 5,242,301 4,581,143
Property, plant and equipment 12 912,908 694,956 610,123 390,307
Exploration and evaluation 13 30,140,366 23,440,495 29,088,659 23,557,476
Total non-current assets 34,239,480 26,847,131 39,056,287 30,710,290
TOTALASSETS 50,740,931 38,766,531 52,855,092 40,177,928
LIABILITIES
Current liabilities
Trade and other payables 14 1,354,261 1,165,123 1,143,893 1,022,973
Provisions 15 3,661,278 2,675,402 726,149 138,595
Loans and borrowings 17 - - 32,546,868 32,406,794
Current income tax liabilities = 34,365 = 34,365
Total current liabilities 5,015,539 3,874,890 34,416,910 33,602,727
Non-current liabilities
Provisions 16 - 1,006,660 - 584,603
Total non-current liabilities - 1,006,660 - 584,603
TOTAL LIABILITIES 5,015,539 4,881,550 34,416,910 34,187,330
NET ASSETS 45,725,392 33,884,981 18,438,182 5,990,598
EQUITY
Equity attributable to equity holders of the parent
Contributed equity 18 63,662,384 50,685,531 63,662,386 50,685,534
Reserves 19 3,903,283 4,266,992 3,912,799 4,266,992
Accumulated losses 19 (21,840,275)  (21,067,542) (49,137,003)  (48,961,928)
Total parent entity interest in equity 45,725,392 33,884,981 18,438,182 5,990,598
TOTAL EQUITY 45,725,392 33,884,981 18,438,182 5,990,598

The above Balance Sheet should be read in conjunction with the accompanying notes.
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STATEMENT OF RECOGNISED INCOMEAND EXPENSE

FORTHE YEAR ENDED 30 JUNE 2007

Foreign currency translation

Netincome / (expense) recognised
directly in equity

Profit / (loss) for the year
Total recognised income / (expense) for the year

Total recognised income / (expense)
for the year is attributable to:

Members of Grange Resources Limited
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19

CONSOLIDATED GRANGE RESOURCES LIMITED

2007 2006 2007 2006

$ $ $ $

(9,516) - - _

(9,516) - - -
(772,733) 1,935,930 (175,075) (1,118,679)
(782,249) 1,935,930 (175,075) (1,118,679)
(782,279) 1,935,930 (175,075) (1,118,679)
(782,249) 1,935,930 (175,075) (1,118,679)




CASHFLOW STATEMENT

FORTHE YEAR ENDED 30 JUNE 2007

NOTE CONSOLIDATED GRANGE RESOURCES LIMITED
2007 2006 2007 2006
S S S S
Cash flows from operating activities
Receipts from customers 3,123,629 8,211,403 2,984,556 2,113,348
Payments to suppliers and employees (4,482,933) (4,751,189) (3,624,362) (3,481,113)
Interest received 837,591 634,107 837,591 499,950
Borrowing costs - (7,204) - -
Receipt of government grants 32,211 38,110 32,211 38,110
Net cash flows from / (used in)
operating activities 5 (489,502) 4,125,227 229,996 (829,705)
Cash flows from investing activities
Payment for exploration and evaluation (6,645,520) (16,841,236) (5,565,470)  (16,742,247)
Payments for property, plantand equipment (32,413) (308,610) (31,136) (289,469)
Payment for convertible note and investments (480,975) - (661,163) -
Proceeds from / (payment of) security deposit 137,500 310,694 137,500 99,054
Net cash flows from / (used in) investing activities (7,021,408) (16,839,152) (6,120,269) (16,932,662)
Cash flows from financing activities
Proceeds from borrowings from controlled
entities within wholly owned group - - - 9,032,586
Loans to controlled entities within
wholly owned group - - (1,793,766) -
Proceeds from issue of fully paid shares 18 12,350,000 10,800,000 12,350,000 10,800,000
Payment for share costs (393,238) (661,590) (393,238) (661,590)
Proceeds from exercise of share options 18 750,000 2,142,858 750,000 2,142,862
Net cash flows from / (used in) financing activities 12,706,762 12,281,268 10,912,996 21,313,858
Netincrease / (decrease) in cash
and cash equivalents 5,195,852 (432,657) 5,022,723 3,551,491
Net foreign exchange differences (9,515) - - -
Cash and cash equivalents at
beginning of the financial year 8,306,137 8,738,794 8,087,202 4,535,711
Cash and cash equivalents at
end of the financial year 5 13,492,474 8,306,137 13,109,925 8,087,202
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NOTES TO THE FINANCIALSTATEMENTS

NOTE 1. CORPORATE INFORMATION

The financial report of Grange Resources Limited (the Company) for the year ended 30 June 2007 was authorised for issue in

accordance with a resolution of the directors on 21st September 2007.

Grange Resources Limited is a company limited by shares incorporated in Australia whose shares are publicly traded on the
Australian Stock Exchange.

The nature of the operations and principal activities of the Group is mining and exploration.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Basis of preparation

The financial report is a general purpose financial report which has been prepared in accordance with the requirements

of the Corporations Act 2001 and Australian Accounting Standards.

The financial report has been prepared on a historical cost basis.

The financial report is presented in Australian dollars and all values are in whole dollars.

Statement of compliance

The financial report complies with Australian Accounting Standards which included Australian equivalents to
International Financial Reporting Standards (AIFRS). The financial report also complies with International Financial
Reporting Standards (IFRS).

In the currentyear, the Group has adopted all of the new and revised Standards and Interpretations issued by the

Australian Accounting Standards Board (the AASB) and the Urgent Issues Group that are relevant to its operations and
effective for annual reporting periods beginning on 1 July 2006. The adoption of these new and revised Standards and
Interpretations did not have any effect on the financial position or performance of the Group.

Australian Account Standards and Interpretations that have recently been issued or amended but are not yet effective
have not been adopted by the Group for the annual reporting period ending 30 June 2007. These are outlined in the table

below:
APPLICATION APPLICATION
DATE OF DATE FOR
REFERENCE TITLE SUMMARY STANDARD ** GROUP
AASB2005-10 Amendmentsto Amendments arise from 1)anuary AASB 7 isadisclosure standard 1 July 2007
Australian Accounting  therelease in August 2007 sowill have no directimpact
Standards[AASB132, 2005 of AASB 7 Financial on theamountsincluded in the
AASB101,AASB114, Instruments: Disclosures. Group’s financial statements.
AASB 117, AASB 133, However, the amendments
AASB139,AASB1, will resultin changes to
AASB 4,AASB 1023 the financial instrument
and AASB 1038] disclosuresincluded in the
Group's financial report.
AASB2007-1  Amendmentsto Amending standard issued 1 March2007 Thisis consistent with 1]July 2007
Australian Accounting asa consequence of AASB the Group’s existing
Standards arising from Interpretation 11 Group and accounting policies for
AASB Interpretation Treasury Share Transactions. share-based payments
11 [AASB2] sowill have noimpact.
AASB2007-2  Amendmentsto Amending standard issued 1 January As the Group currently 1July2008
Australian Accounting  asaconsequence of AASB 2008 has no service concession

Standards arising from
AASB Interpretation
12[AASB 1, AASB
117,AASB118,AASB
120,AASB121,

AASB 127,AASB 131
and AASB 139]

Interpretation 12 Service
Concession Arrangements.

arrangement or public
private-private partnerships
(PPP), itis expected that this
Interpretation will have no
impacton its financial report.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

APPLICATION APPLICATION
DATE OF DATE FOR
REFERENCE TITLE SUMMARY STANDARD ** GROUP
AASB2007-3  Amendmentsto Amending standard issued 1)anuary AASB 8 isadisclosurestandard 1 ]July2009
Australian Accounting  asa consequence of AASB 2009 so will have no directimpact
Standards arising 8 Operating Segments. on theamountsincluded in the
from AASB 8 [AASB Group's financial statements.
5,AASB 6, AASB 102, However, the new standard
AASB 107,AASB 119, may have an impact on the
AASB 127, AASB 134, segment disclosures included
AASB 136, AASB 1023 in the Group’s financial report.
and AASB 1038]
AASB2007-4 Amendmentsto Thestandard is a result of AASB 1]july As the Group does not 1July 2007
Australian Accounting  decision that, in principle, 2007 anticipate changing any of its
Standards arising all accounting policy options accounting policy choices as
from ED 151 and currently existing in IFRS should aresult of the issue of AASB
Other Amendments beincluded in the Australian 2007-4 this standard will have
equivalentsto IFRS and the no impacton theamounts
additional Australian disclosures included in the Group’s
should be eliminated, other than financial statements. Changes
those considered particularly to disclosure requirements
relevantin the Australian will have no directimpacton
reporting environment. theamountsincludedin the
Group's financial statements.
However, the new standard
may have animpacton the
disclosuresincluded in the
Group's financial report.
AASB2007-6  Amendmentsto Amending standard issued as 1 January As the Group does not 1 July2009
Australian Accounting  a consequence of AASB 123 2009 currently construct or
Standards arising (revised) Borrowing Costs. produce any qualifying
from AASB 123 [AASB assets which are financed
1, AASB 101, AASB by borrowings the revised
107, AASB 111, AASB standard will have no impact.
116,and AASB 138
and Interpretations
land12]
AASB2007-7  Amendmentsto Amending standard issued asa 1]July 2007 Refer to AASB 2007-4 above. 1July 2007
Australian Accounting  consequence of AASB 2007-4.
Standards [AASB
1,AASB2,AASB4,
AASB 5, AASB 107,
and AASB 128]
AASB7 Financial Instruments: New standard replacing disclosure 1 January Referto AASB 2005-10above. 1 ]July2007
Disclosures requirements of AASB 132. 2007
AASB 8 Operating Segments  This newstandard will replace 1)anuary Referto AASB 2007-3 above. 1July2009
AASB 114 Segment Reporting 2009
and adopts a management
approach to segment reporting.
AASB 101 Presentation of Many of the disclosures from 1)anuary AASB 101 isa disclosure 1July 2007
(revised Financial Statements  previous GAAP and all of the 2007 standard so will have no
October2006) guidance from previous GAAP directimpact on the amounts

are not carried forward in the
October 2006 version of AASB
101.Therevised standard includes
some text from IAS 1 thatis not

in the existing AASB 101 and

has fewer additional Australian
disclosure requirements than

the existing AASB 101.

included in the Group’s
financial statements. However,
the revised standard may
resultin changes to the
disclosuresincluded in the
Group's financial report.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

REFERENCE TITLE

SUMMARY

APPLICATION
DATE OF
STANDARD **

APPLICATION
DATE FOR
GROUP

AASB123
(revised
June 2007

Borrowing costs

AASB 123 previously permitted
entities to choose between
expensingall borrowing costs
and capitalising those that were
attributable to the acquisition,
construction or production of
aqualifying asset. The revised
version of AASB 123 requires
borrowing costs to be capitalised
ifthey are directly attributable to
the acquisition, construction or
production of a qualifying asset.

1January
2009

Refer to AASB 2007-6 above.

1]July2009

AASB Interim Financial
Interpretation Reporting and
10 Impairment

Addresses an inconsistency
between AASB 134 Interim
Financial Reportingand the
impairment requirements
relating to goodwill in AASB
136 Impairment of Assetsand
equity instruments classified
asavailable forsalein AASB
139 Financial Instruments:
Recognition and Measurement.

1 November
2006

The prohibitions on reversing
impairment losses in

AASB 136 and AASB 139 to
take precedence over the
more general statementin
AASB 134 is not expected

to have anyimpacton the
Group's financial report.

1July 2007

AASB
Interpretation
11

Group and Treasury
Share Transactions

Specifies that a share-based
payment transaction in which
an entity receives services

as consideration forits own
equity instruments shall be
accounted for as equity-settled.

1 March
2007

Referto AASB 2007-1 above.

1July 2007

AASB
Interpretation
12

Service Concession
Arrangements

Clarifies how operators
recognise the infrastructure
asa financial asset and/or
anintangible asset- notas
property, plantand equipment.

1January
2008

Referto AASB 2007-2 above.

1July 2008

AASB
Interpretation
129 (revised
June 2007)

Service Concession
Arrangements:
Disclosures

Therevised interpretation was
issued as a result of the issue of
Interpretation 12 and requires
specific disclosures about service
concession arrangements
entered into by an entity,
whether as a concession provider
ora concession operator.

1January
2008

Referto AASB 2007-2 above.

1July 2008

IFRIC
Interpretation
13

Customer Loyalty
Programs

Deals with the accounting for
customer loyalty programmes,
which are used by companies
to provide incentives to their
customers to buy their products
or use their services.

1July2008

The Group does not have any
loyalty programmes and as
such thisinterpretation is not
expected to have anyimpact
on the Group’s financial report.

1July2008

IFRIC IAS19 -The Asset

Interpretation Ceiling: Availability

14 of Economic Benefits
and Minimum Funding
Requirements

Aims to clarify how to determine
in normal circumstances the
limiton the asset that the
employer’s balance sheet

may contain in respect of its
defined benefit pension plan.

1January
2008

The Group does not have a
defined benefit pension plan
and as such this interpretation
will not have animpact on the
Group's financial report. The
Group has notyet determined
the extent of the impact, ifany.

1July2008

** Designates the beginning of the applicable annual reporting period.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

(c)

(d)

(e)

Basis of consolidation 47

The consolidated financial statements comprise the financial statements of Grange Resources Limited and all of its
controlled entities. Control exists where Grange Resources Limited has the capacity to dominate the decision making
relative to the financial and operating policies of another entity so that the other entity operates with Grange Resources
Limited to achieve the objectives of Grange Resources Limited.

Alist of controlled entities is contained in note 10 to the accounts. The financial statements of the controlled entities
are prepared for the same reporting period as the parent company, using consistent accounting policies. All inter-
company balances and transactions between entities in the Group, including any unrealised profits or losses, have been
eliminated on consolidation.

Where controlled entities have entered or left the Group during the year, their operating results have been included from
the date control was obtained or until the date control ceased.

Segment reporting

A business segment is a distinguishable component of the Company that is 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 a distinguishable component of the Company that is engaged in providing products or services
within a particular economic environment and is subject to risks and returns that are different than those of segments
operating in other economic environments.

Foreign currency translation

Functional and presentation currency

Both the functional and presentation currency of Grange Resources Limited and its Australian subsidiaries are
Australian dollars ($). Each entity in the Group determines its own functional currency and items included in the financial
statements of each entity are measured using that functional currency.

Transactions and balances

Transactions in foreign currencies are initially recorded in the functional currency by applying the exchange rates ruling
atthe date of the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated at the
rate of exchange ruling at the balance sheet date.

All exchange differences in the consolidated financial report are taken to profit and loss with the exception of differences
on foreign currency borrowings that provide a hedge against a net investment in a foreign operation. These are taken
directly to equity until the disposal of the net investment, at which time they are recognised in profit or loss. On disposal
of a foreign operation, the cumulative amount recognised in equity relating to that particular foreign operation is
recognised in profit or loss.

Tax charges and credits attributable to exchange differences on those borrowings are also recognised in equity.

Non-monetary items that are measured in terms of historical cost in foreign currency are translated using the exchange
rate as at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair value was determined.

The functional currency of the foreign operations, Grange Minerals Sdn Bhd and Grange Developments Sdn Bhd, is
Malaysian ringgit (MYR).

As at the reporting date the asset and liabilities of these subsidiaries are translated into the presentation currency of
Grange Resources Limited at the rate of exchange ruling at the balance sheet date and their income statements are
translated at the weighted average exchange rate for the year.

The exchange differences arising on the translation are taken directly to a separate component of equity.

On disposal of a foreign entity, the deferred cumulative amount recognised in equity relating to that particular foreign
operation is recognised in profit and loss.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

(f

(8)

Significant accounting judgements, estimates and assumptions

The preparation of a financial report in conformity with Australian Accounting Standards requires management to
make judgements, estimates and assumptions that affect the application of policies and reported amounts of assets
and liabilities, income and expenses. The estimates and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under the circumstances, the results of which form the basis of
making the judgements about carrying values of assets and liabilities that are not readily apparent from other sources.
Actual results may differ from these estimates. The accounting policies have been consistently applied by each entity in
the Group.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current and future periods.

Impairment of capitalised exploration and evaluation expenditure

The future recoverability of capitalised exploration and evaluation expenditure is dependent on a number of factors,
including whether the Group decides to exploit the related lease itself or, if not, whether it successfully recovers the
related exploration and evaluation asset through sale.

Factors that could impact the future recoverability include the level of reserves and resources, future technological
changes, which could impact the cost of mining, future legal changes (including changes to environmental restoration
obligations) and changes to commodity prices.

To the extent that capitalised exploration and evaluation expenditure is determined not to be recoverable in the future,
profits and net assets will be reduced in the period in which this determination is made.

In addition, exploration and evaluation expenditure is capitalised if activities in the area of interest have not yet reached
a stage that permits a reasonable assessment of the existence or otherwise of economically recoverable reserves. To the
extent it is determined in the future that this capitalised expenditure should be written off, profits and net assets will be
reduced in the period in which this determination is made.

Share-based payment transactions

The Group measures the cost of equity-settled transactions with employees by reference to the fair value of the equity
instruments at the date at which they are granted. The fair value is determined by an external valuer using a binomial
model, using the assumptions detailed in note 21.

Provision for decommissioning and restoration costs

Decommissioning and restoration costs are a normal consequence of mining, and the majority of this expenditure
isincurred at the end of a mine’s life. In determining an appropriate level of provision consideration is given to the

expected future costs to be incurred, the timing of these expected future costs (largely dependent on the life of the
mine), and the estimated future level of inflation.

The ultimate cost of decommissioning and restoration is uncertain and costs can vary in response to many factors
including changes to the relevant legal requirements, the emergence of new restoration techniques or experience at
other mine sites. The expected timing of expenditure can also change, for example in response to changes in reserves or
to production rates.

Changes to any of the estimates could result in significant changes to the level of provisioning required, which would in
turn impact future financial results.
Revenue recognition and other income

Revenue is recognised and measured at the fair value of the consideration received or receivable to the extent that it
is probable that the economic benefits will flow to the Group and the revenue can be reliably measured. The following
specific recognition criteria must also be met before revenue is recognised:

Sale of goods

Revenue is recognised when the significant risks and rewards of ownership of the goods have passed to the buyer and
can be measured reliably. Risks and rewards are considered passed to the buyer at the time of delivery of the goods to
the customer.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

(i)

1]}

(k)

(U]

Royalties 49

Royalty revenue is recognised in the month in which the ore is processed at a treatment plant.

Interest revenue

Interest revenue is recognised as the interest accrues using the effective interest method, which is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial instrument to the net carrying value
amount of the financial asset.

Other income - Government grants

Government grants are recognised when there is reasonable assurance that the grant will be received and all attaching
conditions will be complied with.

When the grant relates to an expense item, it is recognised as income over the periods necessary to match the granton a
systematic basis to the costs that it is intended to compensate.

When the grant relates to an asset, the fair value is credited to a deferred income account and is released to the income
statement over the expected useful life of the relevant asset by equal annual instalments.
Leases

Leases are classified as either operating or finance leases based on the economic substance of their agreement so as to
reflect the risks and benefits incidental to ownership.

Leases that effectively transfer substantially all of the risks and benefits incidental to ownership of the leased item to
the Group are capitalised at the present value of the minimum lease payments and disclosed as property plant and
equipment. A lease liability of equal value is also recognised. Lease payments are apportioned between finance charges
and the reduction of the lease liability so as to achieve a consistent rate of interest on the remaining balance of the
liability. Finance charges are recognised as an expense in the Income Statement.

Capitalised lease assets are depreciated over the shorter of the estimated useful life and the lease term if there is no
reasonable certainty that the Group will obtain ownership by the end of the lease term.

Operating lease payments are recognised as an expense in the income statement on a straight-line basis over the lease
term. Lease incentives are recognised in the Income Statement as an integral part of the total lease expense.
Cash and cash equivalents

Cash and cash equivalentsin the balance sheet comprise cash at bank and in hand and short-term deposits with an
original maturity of three months or less.

For the purposes of the Cash Flow Statement, cash and cash equivalents consist of cash and cash equivalents as defined
above, net of outstanding bank overdrafts.
Trade and other receivables

Trade and other receivables are recognised and carried at the original invoice amount less an allowance for any
uncollectible amounts.

An allowance for doubtful debts is made when there is objective evidence that the Group will not be able to collect the
debts. Bad debts are written off when identified.

Trade terms are determined by contractual agreement or otherwise on a 14 day basis.

Inventories

Inventories comprise broken ore, work in progress and concentrate which are carried at the lower of cost and net
realisable value.

Costs represent weighted average cost and includes direct costs and an appropriate portion of fixed and variable
overhead expenditure, including amortisation.

Net realisable value is the amount estimated to be obtained from sale of the item of inventory in the normal course of
business, less any anticipated costs to be incurred prior to its sale.

Grange Resources Limited ABN 80009132405 Annual Report 2007



50

NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

(m)

Income tax

Current income tax and liabilities for the current and prior periods are measured at the amount expected to be recovered
from or paid to the taxation authorities based on the current period’s taxable income. The tax rates and tax laws used to
compute theamount are those that are enacted or substantively enacted by the balance sheet date.

Deferred income tax is provided on all temporary differences at the balance sheet date between the tax bases of assets
and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences except:

(i) where the deferred income tax liability arises from the initial recognition of goodwill or of an asset or liability
in a transaction that is not a business combination and that, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

(ii) when the taxable temporary difference is associated with investments in subsidiaries, associates or interests in
joint ventures and the timing of the reversal of the temporary differences can be controlled and it is probable that
the temporary differences will not reverse in the foreseeable future.

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of unused tax assets
and unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry-forward of unused tax credits and unused tax losses can be utilised except:

(i) wherethe deferred income tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; or

(i) inrespectof deductible temporary differences associated with investments in subsidiaries, associates and
interestsin joint ventures, a deferred tax asset is only recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against which the temporary
difference can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the extent that
itis no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset
to be utilised.

Unrecognised deferred income tax assets are reassessed at each balance sheet date and are recognised to the extent
that it has become probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when
the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted at the balance sheet date.

Income taxes relating to items recognised directly in equity are recognised in equity and not in the income statement.

Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right exists to set off current tax
assets against current tax liabilities and the deferred tax assets and liabilities relate to the same taxable entity and the
same taxation authority.

Tax consolidation legislation

Grange Resources Limited and its wholly-owned Australian controlled entities have implemented the tax consolidation
legislation as of 1 July 2002.

The head entity, Grange Resources Limited and the controlled entities in the tax consolidated group continue to account
for their own current and deferred tax amounts. The Group has applied the group allocation approach in determining the
appropriate amount of current taxes and deferred taxes to allocate to members of the tax consolidated group.

In addition to its own current and deferred taxamounts, Grange Resources Limited also recognised the current tax
liabilities (or assets) and the deferred tax assets arising from unused tax losses and unused tax credits assumed from
controlled entities in the tax consolidated group.

Assets or liabilities arising under tax funding agreement with the tax consolidated entities are recognised as amounts
receivable from or payable to other entities in the Group.

Any difference between the amounts assumed and amounts receivable or payable under the tax funding agreement are
recognised as a contribution to (or distribution from) wholly-owned tax consolidated entities.
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Other taxes 51

Revenues, expenses and assets are recognised net of the amount of GST except:

a. when GSTincurred on a purchase of goods and services is not recoverable from the taxation authority, in which case
the GST is recognised as part of the cost of acquisition of the asset or as part of the expense item as applicable; and

b. receivablesand payables, which are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or
payablesin the balance sheet.

Cash flows are included in the Cash Flow Statement on a gross basis and the GST component of cash flows arising from
investing and financing activities, which is recoverable from, or payable to, the taxation authority are classified as
operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the taxation
authority.

Interests in joint venture operations

The Group’s interest in its joint venture operation is accounted for by recognising the Group’s assets and liabilities from
the joint venture, as well as expenses incurred by the Group and the Group’s share of income earned from the joint
venture, in the consolidated financial statements.

Where part of a joint venture interest is farmed out in consideration of the farm-in party undertaking to incur further
expenditure on behalf of both the farm-in party and the entity in the joint venture area of interest, exploration
expenditure incurred and carried forward prior to farm out continues to be carried forward without adjustment, unless
under the terms of the farm out it is considered excessive based on the diluted interest retained. A provision is then
made to reduce exploration expenditure to its recoverable amount. Any cash received in consideration for farming out
part of a joint venture interest is treated as a reduction in the carrying value of the related mineral property.

Property, plantand equipment

Plant and equipment are brought to account at cost less, where applicable, any accumulated depreciation, amortisation
orimpairmentin value.

Land and buildings are measured at cost less, where applicable, any accumulated depreciation, amortisation or
impairmentin value.

Property, plant and equipment are depreciated to their residual value at rates based upon the life of the individual asset
or the life of the mine, whichever is considered shorter. Depreciation rates used are as follows:

Buildings 10% straight line perannum
Furniture and fittings 149 straight line perannum
Computer equipment 27% straight line perannum

Mining plantand equipment  279% straight line perannum

The assets residual values, useful lives and amortisation methods are reviewed and adjusted if appropriate, at each
financial year end.

Impairment

The carrying amount of property, plantand equipment is reviewed for impairment at each reporting date, with the
recoverable amount being estimated when events or changes in circumstances indicate that the carrying value may be
impaired.

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 unless the asset’s value in use can be estimated to be close to its fair
value. If any indication of impairment exists, and where the carrying values exceed the estimated recoverable amount,
the asset or cash-generating units are written down to their recoverable amount.

The recoverable amount of plant and equipment is the greater of 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 pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset.

Derecognition and disposal

An item of property, plant and equipment is derecognised upon disposal or when no further economic benefits are
expected from its use or disposal.

Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal proceeds
and the carrying amount of the asset) is included in profit or loss in the year the asset is derecognised.
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Mineral exploration and evaluation expenditure

Mining tenements and capitalised exploration expenditure (including acquisition costs) are stated at cost, less, where
applicable, any accumulated amortisation. The carrying amount of deferred mineral exploration and evaluation
expenditure is reviewed annually by directors to ensure it is not in excess of the recoverable amount from those assets.

Costs arising from the acquisition, exploration and evaluation relating to an area of interest are carried forward provided that
rights to tenure of the area of interest are current and provided further that at least one of the following conditions is met:

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

(i) exploration and evaluation activities in the area of interest have not at balance date reached a stage which permits
areasonable assessment of the existence or otherwise of economically recoverable reserves, and active and
significant operations in, or in relation to, the area of interest are continuing.

Ultimate recoupment of these costs is dependent on the successful development and commercial exploitation or sale,
of the respective areas of interest.

Development properties

Development expenditure incurred by, or on behalf of, the entity is accumulated separately for each area of interest in
which economically recoverable reserves have been identified to the satisfaction of the directors.

Once a development decision has been taken, all past and future exploration and evaluation expenditure in respect
of the area of interest is aggregated with the costs of development and classified under non-current assets as
“Development Properties”.

All expenditure incurred prior to the commencement of commercial levels of production from each development
property is carried forward to the extent to which recoupment out of revenue to be derived from the sale of production
from the relevant development property, or from the sale of that property, is reasonably assured.

No amortisation is provided in respect of development properties until they are reclassified as “Production Properties”
following a decision to commence mining.

Production properties

Production properties represent the accumulation of all exploration, evaluation and development expenditure incurred
by, or on behalf of, the entity in relation to areas of interest in which mining of a mineral resource has commenced.

Where further development expenditure is incurred in respect of a production property after the commencement of
production, such expenditure is carried forward as part of the cost of that production property only when substantial
future economic benefits are thereby established, otherwise such expenditure is classified as part of the cost of
production.

Costs on production properties in which the Group has an interest are amortised over the life of the area of interest to
which such costs relate on the production output basis.

The net carrying value of each production property is reviewed annually by directors to ensure it is not in excess of the
recoverable amount from those assets.

Provisions for site restoration

The Group records the present value of the estimated cost of legal and constructive obligations (such as those under the
Group’s Environmental Policy) to restore operating locations in the period in which the obligation is incurred. The nature
of restoration activities includes dismantling and removing structures, rehabilitating mines, dismantling operating
facilities, closure of plant and waste sites and restoration, reclamation and revegetation of affected areas.

Typically the obligation arises when the asset is installed at the production location. When the liability is initially
recorded, the estimated cost is capitalised by increasing the carrying amount of the related mining assets. Over time,
the liability is increased for the change in the present value based on the discount rates that reflect the current market
assessments and the risks specific to the liability. Additional disturbances or changes in rehabilitation costs are
recognised as additions or changes to the corresponding asset and rehabilitation liability when incurred.

The unwinding of the effect of discounting on the provision is recorded as a finance cost in the income statement.
The carrying amount capitalised is depreciated over the life of the related asset.
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Investments and other financial assets 53

Financial assets in the scope of AASB 139 Financial Instruments: Recognition and Measurement are classified in the
following categories where appropriate: financial assets at fair value through profit or loss, loans and receivables, held-
to-maturity investments, or available-for-sale investments. 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.

Financial assets at 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 recognised in profit or loss.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. Such assets are carried at amortised cost using the effective interest method. Gains and losses are
recognised in the profit and loss when the loans and receivables are derecognised or impaired, as well as through the
amortisation process.

Investments in associates

The Group’s investment in its associates is accounted for using the equity method of accounting in the consolidated
financial statements. The associates are entities over which the Group has significant influence and that are neither
subsidiaries nor joint ventures.

Under the equity method, investments in the associates are carried in the consolidated balance sheet at cost plus post-
acquisition changes in the Group’s share of net assets of the associates. Goodwill relating to an associate is included

in the carrying amount of the investment and is not amortised. After application of the equity method, the Group
determines whether it is necessary to recognise any impairment loss with respect to the Group’s net investment in
associates.

The Group’s share of its associates post-acquisition profits or losses is recognised in the income statement, and its share
of post-acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition movements are
adjusted against the carrying amount of the investment. Dividends receivable from associates are recognised in the
parent entity’s income statement, while in the consolidated financial statements they reduce the carrying amount of the
investment.

When the Group’s share of losses in an associate equals or exceeds its interest in the associate, including any unsecured
long-term receivables and loans, the Group does not recognise further losses, unless it has incurred obligations or made
payments on behalf of the associate.

The reporting dates of the associates and the Group are identical and the associates’ accounting policies conform to
those used by the Group for like transactions and events in similar circumstances.

Impairment of assets

At each reporting date, the Group assesses whether there is any indication that an asset may be impaired. Where an
indicator of impairment exists, the Group makes a formal estimate of the recoverable amount. Where the carrying
amount of an asset exceeds its recoverable amount the asset is considered impaired and is written down to its
recoverable amount.

Recoverable amount is the greater of fair value less costs to sell and value in use. It is determined for an individual asset,
unless the asset’s value in use cannot be estimated to be close to its fair value less costs to sell and it does not generate
cash inflows that are largely independent of those from other assets or groups of assets, in which case, the recoverable
amount is determined for the cash-generating unit to which the asset belongs.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset. Impairment
losses are recognised in the income statement.
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An assessment is also made at each reporting date as to whether there is any indication that previously recognised
impairment losses may no longer exist or may have deceased. If such indication exists, the recoverable amount is
estimated. A previously recognised impairment loss is reversed only if there has been a change in the estimates used to
determine the asset’s recoverable amount since the last impairment loss was recognised. If that is the case the carrying
amount of the asset is increased to its recoverable amount. That increased amount cannot exceed the carrying amount
that would have been determined, net of depreciation, had no impairment loss been recognised for the asset in prior
years. Such reversal is recognised in profit or loss. After such a reversal the depreciation charge is adjusted in future
periods to allocate the asset’s revised carrying amount, less any residual value, on a systematic basis over its remaining
useful life.

Trade and other payables

Trade payables and other payables are carried at amortised cost and represent liabilities for goods and services provided
to the Group prior to the end of the financial year that are unpaid and arise when the Group becomes obliged to make
future payments in respect of the purchase of these goods and services. The amounts are unsecured and are usually paid
within 30 days of recognition.

Borrowings

All borrowings are initially recognised at the fair value of the consideration received less directly attributable transaction
costs.

Afterinitial recognition, borrowings are subsequently measured at amortised cost using the effective interest method.

Borrowing costs

Borrowing costs are recognised as an expense when incurred.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation.

When the Group expects some or all of a provision to be reimbursed, for example under an insurance contract, the
reimbursement is recognised as a separate asset but only when the reimbursement is virtually certain. The expense
relating to any provision is presented in the income statement net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that reflects the
risks specific to the liability.

When discounting is used, the increase in the provision due to the passage of time is recognised as a finance cost.
Employee entitlements

Wages, salaries, annual, sick and long service leave

Provision is made for employee benefits accumulated as a result of employees rendering services up to the reporting
date. These benefits include wages and salaries, annual leave, sick leave and long service leave.

Liabilities arising in respect of wages and salaries, annual leave and any other employee benefits expected to be settled
within twelve months of the reporting date are measured at their nominal amounts based on remuneration rates which
are expected to be paid when the liability is settled. Liabilities for non-accumulating sick leave are recognised when the
leave is taken and are measured at the rates paid or payable.
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The Group provides benefits to employees (including directors) in the form of share-based payment transactions,
whereby employees render services in exchange for share options (“equity-settled transactions”).

The current plan in place is the Grange Resources Ltd Directors’ and Officers’ Option Plan.

The cost of these equity-settled transactions with employees is measured by reference to the fair value at the date at
which they are granted. The fair value is determined using the binomial model.

Invaluing equity-settled transactions, no account is taken of any performance conditions, other than conditions linked
to the price of the shares of Grange Resources Ltd (*market conditions”).

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the period
in which the performance conditions are fulfilled, ending on the date on which the relevant employees become fully
entitled to the award (“vesting date”).

The cumulative expense recognised for equity settled transactions at each reporting date until vesting date reflects:
(i) the extenttowhich the vesting period has expired and;
(ii) the number of awards that, in the opinion of the Board of the Group, will ultimately vest.

This opinion is formed based on the best available information at balance date. No adjustment is made for the likelihood
of market performance conditions being met as the effect of those conditions is included in the determination of fair
value at grant date.

No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon a
market condition.

Where an equity-settled award is modified, as a minimum an expense is recognised as if the terms had not been
modified. In addition, an expense is recognised for any increase in the value of the transaction as a result of the
modifications, as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any expense
not yet recognised for the award is recognised immediately. However, if a new award is substituted for the cancelled
award, and designated as a replacement award on the date that it is granted, the cancelled and new award are treated
as if they were a modification of the original award, as described in the previous paragraph.

The dilutive effect, if any, of outstanding options is reflected as additional share dilution in the computation of earnings
pershare.
Earnings per share (EPS)

Basic earnings per share is calculated as net profit attributable to members, adjusted to exclude costs of servicing equity
(other than dividends), divided by the weighted average number of ordinary shares, adjusted for any bonus element.

Diluted EPS is calculated as net profit attributable to members, adjusted for:
«  costsof servicing equity (other than dividends);

. theaftertax effects of dividends and interest associated with dilutive potential ordinary shares that have been
recognised as expenses;

« othernon-discretionary changesin revenue or expenses during the period that would result from the dilution of
potential ordinary shares;

Divided by the weighted average number of ordinary shares and dilutive potential ordinary shares, adjusted for any
bonus element.

Contributed equity

Ordinary share capital is recognised at the fair value of the consideration received by the Company.

Any transaction costs arising on the issue of ordinary shares are recognised directly in equity as a reduction, net of tax,
of the share proceeds received.
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Revenue and expenses from
continuing operations

(a) Revenue
Revenue from sale of copper
Revenue from royalties

Finance revenue

Breakdown of finance revenue:

Interest received from other persons /
corporations

(b) Otherincome
Government grants

Sundryincome

(c) Costsofsales
Included in cost of sales:

Amortisation of deferred exploration,
evaluation and development costs

Depreciation
Production costs

Inventory movement
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CONSOLIDATED

GRANGE RESOURCES LIMITED

2007 2006 2007 2006
S S S S

- 7,443,174 - -
2,856,211 2,318,612 2,633,510 2,044,764
837,591 634,107 837,591 499,950
3,693,802 10,395,893 3,471,101 2,544,714
837,591 634,107 837,591 499,950
837,591 634,107 837,591 499,950
32,211 38,110 32,211 38,110
100,299 451,641 97,135 348,982
132,510 489,751 129,346 387,092
- 306,440 - -
- 3,594 - -
- 2,124,446 - -
- 2,107,204 - -
- 4,541,684 - -
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NOTE 3. REVENUES, OTHER INCOME AND EXPENSES (CONTINUED)

CONSOLIDATED GRANGE RESOURCES LIMITED
2007 2006 2007 2006
S $ S $
(d) Administration expenses
Included in administrative expenses:
Audit 67,032 42,111 59,075 42,111
Consultants 382,401 143,706 188,640 211,638
Contractors 90,545 141,912 40,105 139,454
Depreciation 84,556 60,371 81,415 59,851
Freight 21,549 358,434 19,473 29,796
Insurance 70,010 92,228 64,466 60,542
Investor relations 44,695 43,500 44,694 43,500
Legal 400,256 331,408 283,412 162,039
Minimum lease commitments - operating
lease 101,840 86,602 101,840 86,602
Project evaluation - 35,747 = 35,747
Public relations 109,887 34,221 109,887 34,221
Rent outgoings 86,159 86,216 86,159 86,216
Travel 424,950 255,795 420,452 255,795
Other 599,513 272,087 534,124 685,514
2,483,393 1,984,338 2,033,742 1,933,026
(e) Employee benefits expenses
Payroll cost 2,045,346 1,248,266 1,976,405 1,248,266
Defined contribution plan expense 124,847 351,113 119,568 351,113
Share-based payments expense (354,193) 518,080 (354,193) 518,080
1,816,000 2,117,459 1,741,780 2,117,459
(f)  Other expenses
Horseshoe expenses 299,652 299,029 - -
299,652 299,029 = -
(g) Borrowing costs
Interest paid to non-related entities - 7,204 - -
- 7,204 - -
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(a)

(b)

Major components of income tax expense for
theyears ended 30 June 2007 and 2006 are:

Income statement

Currentincome tax

Currentincome tax charge / (benefit)
Deferred income tax

Relating to origination and reversal of temporary
differences

Timing differences not recognised

Income tax expense reported in income statement

Statement of changes in equity

Income tax liability reported in equity

Areconciliation of income tax expense applicable to
accounting profit before income tax at the statutory
income tax rate to income tax expense at the Group’s
effective income tax rate for the years ended 30 June
2007 and 2006 is as follows:

Accounting profit / (loss) before tax
At statutory income tax rate of 30% (2006: 30%)
Non-deductible / (non-assessable) items

Non-deductible provision for non-recovery of loan to
controlled entity

Over / under adjustment

Non-deductible decrement in carrying value of assets
Deductible research and development claim
Utilisation of tax losses / unrecognised tax losses

Income tax expense reported in income statement
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CONSOLIDATED

GRANGE RESOURCES LIMITED

2007 2006 2007 2006
$ $ $ S
(3,109,031) - (1,877,372) -
1,468,892 - 1,754,346 -
1,640,139 - 123,026 -
(772,733) 1,935,930 (175,075) (1,118,679)
(231,820) 580,780 (52,523) (335,604)
(44,845) 248,524 (44,845) 248,524
(1,396,738) (25,658)
1,673,403 (829,304) 123,026 87,080
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NOTE 4. INCOME TAX EXPENSE (CONTINUED)

(c)

Deferred income tax

Deferred income tax at 30 June relates to the

following:

CONSOLIDATED

Deferred tax liabilities

Accrued income

Accelerated deductions for tax purposes
Otherreceivable

Deferred mining exploration

Exploration

Deferred tax assets

Accelerated depreciation for tax purposes
Foreign exchange

Accrued expenses

Provision for employee entitlements
Blackhole costs

Provision for rehabilitation

Provision for restoration

Carried forward losses

Deferred tax assets not bought to account as

realisation is not regarded as probable

Deferred tax expense

Net deferred tax recognised in the balance sheet

59
BALANCE SHEET INCOME STATEMENT
2007 2006 2007 2006
$ $ $ $
(111,917) (261,128) (149,211) 85,295
— - - (61,656)
(666,000) (666,791) (791) 666,761
(8,633,992) (7,032,148) 1,601,844 4,687,730
(9,411,909) (7,960,067)

162,490 162,490 - -
20,424 14,607 (5,817) (14,607)
11,265 27,897 16,632 (27,897)
42,464 41,579 (885) (10,393)

105,609 15,377 = 3,844

380,920 388,040 7,120 181,845

675,000 675,000 = (675,000)

13,805,017 12,662,563 = (4,005,365)
(5,791,280) (6,027,486) = (830,557)

9,411,909 7,960,067
1,468,892 -
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60 NOTE 4. INCOME TAX EXPENSE (CONTINUED)
BALANCE SHEET INCOME STATEMENT
2007 2006 2007 2006
$ $ S $
PARENT

Deferred tax liabilities

Accrued income (83,845) (1,136) 82,709 (9,903)
Accelerated deductions for tax purposes - - - -
Deferred mining - - - -
Exploration (8,726,596)  (7,067,243) 1,659,353 4,965,320

(8,810,441)  (7,068,379) 1,742,062 4,955,417

Deferred tax assets

Accelerated depreciation for tax purposes - - - -

Foreign exchange 20,424 14,607 (5,817) (14,607)
Accrued expenses 8,911 27,897 18,986 (27,897)
Provision for employee entitlements 42,464 41,579 (885) (10,393)
Blackhole costs 105,609 15,377 - 3,844
Provision for rehabilitation 175,381 175,381 - -
Carried forward losses 15,528,015 12,662,563 - (4,993,445)
Deferred tax assets not bought to account as

realisation is not regarded as probable (7,070,363) (5,869,025) - -

8,810,441 7,068,379

Unrecognised deferred tax assets - 87,081
Deferred tax expense 1,754,346 -

Net deferred tax recognised in the balance sheet - -

Deferred tax assets attributable to tax losses of $5,791,280 (2006: $6,027,486) carried forward have not been brought
toaccountat30June 2007 because the Directors do not believe it is appropriate to regard realisation of the future tax
benefit as probable. These benefits will only be obtained if:

(i) the Group derives future assessable income of a nature and of an amount sufficient to enable the benefit from the
deduction for the loss to be realised;

(ii) the Group continues to comply with the conditions for the deductibility imposed by law; and

(iii) nochangesin tax legislation adversely affect the Group in realising the benefit from the deduction for the loss.

(d) Taxconsolidation

The Company and its 100% owned subsidiaries are a tax consolidated group as of 1 July 2002. Members of the group
have agreed to enter into a tax sharing arrangement in order to allocate income tax expense to the wholly owned
subsidiaries. In addition, the agreement provides for the allocation of income tax liabilities between the entities should
the head entity default on its tax payment obligations. At the balance date, the possibility of default is remote. The head
entity of the tax consolidated group is Grange Resources Limited.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE5. CASH AND CASH EQUIVALENTS

CONSOLIDATED

61
GRANGE RESOURCES LIMITED

2007 2006 2007 2006
S S S S
Cash at bank and in hand (i) 1,089,294 2,087,202 909,925 2,087,202
Short term deposits (ii) 12,200,000 6,000,000 12,200,000 6,000,000
Cash atbankand in hand - joint ventures (iii) 203,180 218,935 - -
13,492,474 8,306,137 13,109,925 8,087,202

(i) Cash atbank earns interest at floating rates based on daily bank deposit rates.

(ii) Short-term deposits are made for varying periods depending on the cash requirements of the Group, and earn interest at

the respective short-term deposit rates.

(iii) Joint Venture cash at bank represents Mount Windsor Joint Venture, Reward, Highway and Reward Deeps / Conviction
cash calls paid by Grange Resources Limited but not yet used by the joint ventures to pay creditors.

Reconciliation to cash flow statement

For the purposes of the Cash Flow Statement, cash and cash equivalents comprise the following at 30 June:

CONSOLIDATED

GRANGE RESOURCES LIMITED

2007 2006 2007 2006
S $ S $
Cash at banks and in hand 1,089,294 2,087,202 909,925 2,087,202
Short term deposits 12,200,000 6,000,000 12,200,000 6,000,000
Cash at banksand in hand - joint ventures 203,180 218,935 - -
13,492,474 8,306,137 13,109,925 8,087,202
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 5. CASH AND CASH EQUIVALENTS (CONTINUED)

Reconciliation of net profit / (loss) after tax to net cash flows from operations

CONSOLIDATED GRANGE RESOURCES LIMITED
2007 2006 2007 2006
S S S S

Net profit / (loss) after income tax (772,733) 1,935,930 (175,075) (1,118,679)
Adjustments for:
Amortisation - 306,440 - -
Depreciation 84,556 63,965 81,415 59,851
Share based payment expense (354,193) 518,080 (354,193) 518,080
Allowance for impairment of exploration
and evaluation expenditure - 770,386 - -
Changes in assets and liabilities
(Increase) / decrease in trade and other receivables 480,989 (2,041,840) 561,807 (203,006)
(Increase) / decrease in prepayments (7,751) 824 (7,751) 824
(Increase) / decrease in inventories - 2,094,947 - -
(Decrease) / increase in trade and other payables 100,414 (1,201,998) 120,842 (121,418)
(Decrease) / increase in provisions (20,784) 1,678,493 2,951 34,643
Net cash from operating activities (489,502) 4,125,227 229,996 (829,705)

NOTE 6. TRADE AND OTHER RECEIVABLES (CURRENT)

CONSOLIDATED GRANGE RESOURCES LIMITED
2007 2006 2007 2006
S S S S

Trade receivables (i) 373,060 866,509 279,484 866,509
Security deposits (i) - 137,500 - 137,500
Other debtors (iii) 77,908 336,060 71,387 323,233
Other receivables (iv) 2,497,064 2,220,000 277,064 -
2,948,032 3,560,069 627,935 1,327,242

(i) Tradereceivablesare all non-interest bearing and are generally on 14 day terms.
(ii) Security deposits have no fixed repayment terms.
(iii) Other debtors relate to GST receivable from the Australian Taxation Office.

(iv) Otherreceivables principally relate to the expected insurance compensation from the Gregory Development
Road. Refer note 15. The receivable is the Group’s 30% share. Other receivables also include amounts due from an
associate Murchison Copper Mines Pty Ltd.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE7. TRADE AND OTHER RECEIVABLES (NON-CURRENT)

CONSOLIDATED GRANGE RESOURCES LIMITED
2007 2006 2007 2006
S S S S
Related party receivables
Loans to controlled entities 26 - - 14,059,081 12,125,241

Provision for doubtful recovery 26

(11,078,949)  (11,078,949)
= - 2,980,132 1,046,292

Other receivables
Security deposits (i) 2,705,231 2,711,680 1,135,072 1,135,072

2,705,231 2,711,680 4,115,204 2,181,364

Terms and conditions

(i) Security deposits earn interest at prevailing term deposit rates and include amounts with:

a.
b.

Perth Diocesan Trustees for the office lease expiring 19 July 2010;

Road Builder (M) Holdings Bhd to acquire land in the Malaysian port city of Kemaman and secure port facilities.

The deposit is repayable twelve months from termination or expiry of the agreement;

Minister for Mines and Energy for the States of Queensland and Western Australia for performance bonds in relation
to the rehabilitation of Highway Reward and Horseshoe Lights mine, repayable upon satisfactory completion of
rehabilitation.

NOTE 8. INVESTMENTS IN ASSOCIATES

(a)

(b)

CONSOLIDATED GRANGE RESOURCES LIMITED
2007 2006 2007 2006
$ S $ S

Investment details
Unlisted
Murchison Copper Mines Pty Ltd - - - -

The Group has a 35.51% ownership interest in Murchison Copper Mines Pty Ltd (MCM) (2006: 35.51%) which are
involved in mining exploration in Australia. The Group's portion of voting power held in each associate is the same as its
ownership interest. The Group’s investments in the associate is accounted for in accordance with the accounting policy
described in Note 2(w).

For the year ended 30 June 2007, MCM made a loss of $90,001. The 35.51% interest in the loss of $31,959 is immaterial to
the Group.

Impairment

In 2004 and 2005 Grange Resources Limited and Horseshoe Gold Mine Pty Ltd (HSG), a fully owned subsidiary of Grange
entered into option agreements with Murchision Copper Mines Pty Ltd (MCM). On exercise of the option agreements,
MCM issued shares to Grange and HSG in exchange for the transfer of tenements, resulting in a combined holding of
35.51% in MCM. The transfers of tenements were unsuccessful with the Department of Industry and Resources and in
addition to this MCM made losses since its inception. The Directors previously determined that the original investment in
MCM was fully impaired and wrote if off. A further investment in MCM, by way of convertible notes receivable (refer note
9) has been made in April 2007 and given the anticipated successful transfer of the tenement and resolution of the plaint
dispute thisamount is carried forward at year end. These notes matured on 31 July 2007 and subsequent to year end the
Company’s investment in MCM is now 79.18%.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE9. OTHER FINANCIAL ASSETS

CONSOLIDATED GRANGE RESOURCES LIMITED
2007 2006 2007 2006
$ S $ $

28,547,136 28,366,953
(23,785,810)  (23,785,810)

Investments in controlled entities -

Provision for impairment =

10 _ 4,761,326 4,581,143

Convertible note (i) 480,975 - 480,975 -

480,975 5,242,301 4,581,143

(i) The convertible note relates to an issue from Murchison Copper Mines Pty Ltd (MCM), an associate of the Group (refer note
8) which the Company participated in. The convertible note matured on 31 July 2007, resulting in the issue of 4,809,750
fully paid shares in MCM. Refer to note 23 for further details.

NOTE 10. INTERESTS IN CONTROLLED ENTITIES
PERCENTAGE OF EQUITY INTEREST

HELD BY THE GROUP INVESTMENT
2007 2006 2007 2006

Name % % S S

Grange Developments Sdn Bhd 100 - 1 -
Grange Minerals Sdn Bhd 100 - 180,180 -
Grange Capital Pty Ltd 100 100 2 -
Tribune Development Pty Ltd 100 100 - -
Barrack Mines Pty Ltd 100 100 4,581,143 4,581,143
Bamine Pty Ltd 100 100 - -
BML Holdings Pty Ltd 100 100 - -
Horseshoe Gold Mine Pty Ltd 100 100 - -
Surfboard Securities Pty Ltd 100 100 - -

4,761,326 4,581,143

With the exception of Grange Developments Sdn Bhd and Grange Minerals Sdn Bhd which are subsidiaries incorporated in
Malaysia, the Company and all other subsidiaries are incorporated in Australia. Grange Resources Limited is a company limited
by shares and domiciled in Australia.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 11. INTERESTS IN JOINT VENTURE OPERATIONS AND BUSINESS UNDERTAKINGS

At 30 June 2007 the Group was participant in the following joint ventures:

CONSOLIDATED GRANGE RESOURCES LIMITED
% Interest % Interest % Interest % Interest

Name of joint venture 2007 2006 2007 2006
Production Joint Ventures:

Reward - Copper/ Gold 31.15 31.15 - -
Highway - Copper 30.00 30.00 - -
Development Joint Ventures: - -
Reward Deeps / Conviction - Copper 30.00 30.00 - -
Exploration Joint Ventures: - -
Mt Samuel - Exploration Gold 85.00 85.00 42.50 42.50
Abercromby Well - Exploration Gold / Nickel 10.00 10.00 - -
Mt Windsor - Exploration Gold / Base Metals 30.00 30.00 - -

The joint ventures are not separate legal entities. They are contractual arrangements between the participants for the sharing
of costs and output and do not in themselves generate revenue and profit.

The Group’s direct interests in joint venture net assets, as summarised below, are included in the corresponding balance sheet
itemsin the Group accounts.

CONSOLIDATED

2007 2006
Current assets
Cash and cash equivalents 230,180 218,935
Trade debtors and other receivables 2,220,000 2,315,984
Total current assets 2,450,180 2,534,919
Non-current assets
Deferred exploration, evaluation and development costs - -
Property, plant and equipment 262,742 262,742
Total non-current assets 262,742 262,742
Total assets 2,712,922 2,797,661
Current liabilities
Trade and other payables 119,072 88,111
Provisions 2,935,129 2,536,809
Total current liabilities 3,054,201 2,624,920
Non-current liabilities
Provisions - -
Total non-current liabilities - -
Total liabilities 3,054,201 2,624,920
NET ASSETS/ (LIABILITIES) EMPLOYED
IN JOINTVENTURE OPERATIONS (341,279) 172,741

The net contributions of joint venture operations (inclusive of resultant revenues) to the Group operating profit before income
taxand abnormal items was a loss of $440,466 (2006: loss $3,323,019).

The parent entity does not hold ownership in any operating joint ventures.
Contingent liabilities in relation to joint ventures are disclosed in Note 22.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 12. PROPERTY, PLANT AND EQUIPMENT

CONSOLIDATED

Freehold Furniture

landand Plantand Computer  Pastoral and

buildings equipment Equipment lease fittings Total

$ S S S S S

Year ended 30 June 2007
At 1 July 2006, net of accumulated depreciation
and impairment 128,102 18,586 91,813 262,742 193,713 694,956
Additions 270,095 3,865 19,328 - 9,220 302,508
Disposals - - - - - -
Depreciation charge for the year (14,233) (5,163) (34,136) - (31,024) (84,556)
Impairment - - - - - -
At 30 June 2007, net of accumulated
depreciation and impairment 383,964 17,288 77,005 262,742 171,909 912,908
At1]July 2006
Cost or fairvalue 142,336 57,200 168,834 262,742 215,238 846,350
Accumulated depreciation and impairment (14,234) (38,614) (77,021) - (21,525)  (151,394)
Net carrying amount 128,102 18,586 91,813 262,742 193,713 694,956
At 30 June 2007
Cost or fair value 412,431 61,065 188,162 262,742 224,458 1,148,858
Accumulated depreciation and impairment (28,467) (43,777)  (111,157) - (52,549)  (235,950)
Net carrying amount 383,964 17,288 77,005 262,742 171,909 912,908
Year ended 30 June 2006
At1 July 2006, net of accumulated
depreciation and impairment 142,336 3,500 41,731 262,742 - 450,309
Additions - 18,680 74,692 - 215,238 308,610
Disposals - - - - - -
Depreciation charge for the year (14,234) (3,594) (24,610) - (21,525) (63,963)
At 30 June 2007, net of accumulated
depreciation and impairment 128,102 18,586 91,813 262,742 193,713 694,956
At1 July 2005
Cost or fair value 142,336 1,138,052 94,141 262,742 - 1,637,271
Accumulated depreciation and impairment - (1,134,552) (52,410) - - (1,186,962)
Net carryingamount 142,336 3,500 41,731 262,742 - 450,309
At 30 June 2006
Cost or fairvalue 142,336 57,200 168,834 262,742 215,238 846,350
Accumulated depreciation and impairment (14,234) (38,614) (77,021) - (21,525)  (151,394)
Net carrying amount 128,102 18,586 91,813 262,742 193,713 694,956
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

67
GRANGE RESOURCES LIMITED
Freehold Furniture
landand Plantand Computer  Pastoral and
buildings equipment equipment lease fittings Total
S S S S S $
Year ended 30 June 2007
At 1 July 2006, net of accumulated depreciation
and impairment 128,102 - 68,492 - 193,713 390,307
Additions 270,095 2,588 19,328 - 9,220 301,231
Disposals - - - - - -
Depreciation charge for the year (14,233) (58) (36,100) - (31,024) (81,415)
Impairment - - - - - -
At 30 June 2007, net of accumulated
depreciation and impairment 383,964 2,530 51,720 - 171,909 610,123
At1 July 2006
Cost or fairvalue 142,336 - 144,978 - 215,238 502,552
Accumulated depreciation and impairment (14,234) - (76,486) - (21,525)  (112,245)
Net carrying amount 128,102 - 68,492 - 193,713 390,307
At 30 June 2007
Cost or fairvalue 412,431 2,588 164,306 - 224,458 803,783
Accumulated depreciation and impairment (28,467) (58) (112,586) - (52,549)  (193,660)
Net carrying amount 383,964 2,530 51,720 - 171,909 610,123
Year ended 30 June 2006
At 1 July 2006, net of accumulated
depreciation and impairment 142,336 - 17,875 - - 160,211
Additions - - 74,231 215,238 289,469
Disposals - - - - - -
Depreciation charge for the year (14,234) - (23,614) - (21,525) (59,373)
At 30 June 2007, net of accumulated
depreciation and impairment 128,102 - 68,492 - 193,713 390,307
At1]July 2005
Cost or fair value 142,336 - 70,747 - - 213,083
Accumulated depreciation and impairment - - (52,872) - - (52,872)
Net carrying amount 142,336 - 17,875 - - 160,211
At 30 June 2006
Cost or fairvalue 142,336 - 144,978 - 215,238 502,552
Accumulated depreciation and impairment (14,234) - (76,486) - (21,525)  (112,245)
Net carrying amount 128,102 - 68,492 - 193,713 390,307
The useful life of the assets was estimated as follows for 2006 and 2007:
Buildings 109% straight line perannum
Furniture and fittings 149 straight line perannum
Computer equipment 27% straight line perannum

Mining plantand equipment  27% straight line perannum

No item of property, plant and equipment has been pledged as security for the Group’s liabilities.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 13. EXPLORATION AND EVALUATION EXPENDITURE
CONSOLIDATED

Exploration and evaluation properties (at cost)
Production properties (at cost)

Accumulated amortisation of production properties

Movement:

Exploration and evaluation properties
Balance at beginning of year
Currentyear expenditure

Balance at end of year

GRANGE RESOURCES LIMITED

2007 2006 2007 2006
$ S $ S
30,140,366 23,440,495 29,088,654 23,557,476
1,215,562 1,215,562 - -
(1,215,562)  (1,215,562) - -
30,140,366 23,440,495 29,088,654 23,557,476
23,440,495 7,508,288 23,557,476 7,131,171
6,699,871 15,932,207 5,531,183 16,426,305
30,140,366 23,440,495 29,088,659 23,557,476

The ultimate recoupment of exploration and evaluation expenditure is dependent upon successful development and
commercial exploitation or alternatively the sale of the respective areas of interest at an amount at least equal to book value.

Production properties
Balance at beginning of year

Transfer from / (to) development, exploration
and evaluation properties

Currentyear expenditure
Amortisation charged

Balance at end of year

306,440

(306,440)

The directors have reviewed the carrying values of each area of interest as at Balance Date. Where the carrying value of an
individual area of interest was in excess of its recoverable amount the area of interest has been written down to its recoverable

amount.

NOTE 14. TRADE AND OTHER PAYABLES

Trade payables

Other creditors

CONSOLIDATED

GRANGE RESOURCES LIMITED

2007 2006 2007 2006
$ S S S
1,152,004 1,165,123 1,143,893 1,022,973
202,257 - . i}
1,354,261 1,165,123 1,143,893 1,022,973

(i) Trade payables are non-interest bearing and are normally settled on repayment terms between 7 and 30 days.
(ii) Other creditors are non-interest bearing and have no fixed repayment date.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 15. PROVISIONS (CURRENT)

Provision for annual leave
Provision for road restoration 16 (i)

Provision for mine rehabilitation 16 (ii)

NOTE 16. PROVISIONS (NON-CURRENT)

Provision for mine rehabilitation (i)

(i) During 2006, cracking was detected in the Gregory Development Road adjacent to the Highway-Reward open pit of which
the Group has a 30% joint venture interest. Remediation measures are being considered. If found liable, the joint venture

CONSOLIDATED

GRANGE RESOURCES LIMITED

2007 2006 2007 2006
S S S S

141,546 138,595 141,546 138,595
2,250,000 2,250,000 - -
1,269,732 286,807 584,603 -
3,661,278 2,675,402 726,149 138,595
- 1,006,660 - 584,603
- 1,006,660 - 584,603

may be required to relocate a section of the road away from the open pit. The provision is the Group’s 30% share. It is
expected costs associated with the relocation will be compensated by insurance. Refer note 6.

(ii) The provision for rehabilitation is recognised for mining activities for costs such as reclamation, plant closure and other
costs associated with the rehabilitation of a mine site. Estimates of the rehabilitation obligations are based on expert
opinions based on the anticipated future costs. The Group has assumed that no significant changes will occur in the
relevant Federal and State Legislation in relation to the rehabilitation of such minesin the future.

Movements in mine rehabilitation provisions

Total currentand non current carrying amount
at the beginning of the financial year

Amounts utilised during the year
Increase in provision during the year

Carrying amount at the end of the financial year

NOTE 17. LOANS AND BORROWINGS

Loans from controlled entities - unsecured 26

CONSOLIDATED

GRANGE RESOURCES LIMITED

2007 2006 2007 2006
S $ $ $
1,293,467 1,899,617 584,603 584,603
(225,836) (606,150) - _
202,101 - - -
1,269,732 1,293,467 584,603 584,603

CONSOLIDATED

GRANGE RESOURCES LIMITED

2007 2006 2007 2006
$ $ $ $
- - 32,546,868 32,406,794
- - 32,546,868 32,406,794
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 18. CONTRIBUTED EQUITY

(a)

(b)

Share capital
Ordinary shares

Issued and fully paid

Movements in ordinary share capital

At 1 July 2005

Issued on 21 November 2005 by public equity raising
Share issue expenses on 21 November 2005
Exercise of options on 25 November 2005
Exercise of options on 9 December 2005

Exercise of options on 18 January 2006

Exercise of options on 22 February 2006

Exercise of options on 20 March 2006

At 30 June 2006

Issued on 2 October 2006 by public equity raising
Share issue expenses on 2 October 2006

Issued to landowners:

(a) Issued on 20 October 2006

(b) Issued on 15 March 2007

(c) Issued on 4 May 2007

(d) Issued on 8 June 2007

Share issue expenses for landowners

Exercise of options on 26 June 2007

CONSOLIDATED

GRANGE RESOURCES LIMITED

2007 2006 2007 2006
S S S S
63,662,384 50,685,531 63,662,386 50,685,534
63,662,384 50,685,531 63,662,386 50,685,534
NUMBER OF
SHARES $
82,749,259 38,404,263
(i) 8,000,000 10,800,000
- (661,590)
1,000,000 500,000
1,000,000 500,000
1,000,000 500,000
600,000 300,000
685,715 342,858
95,034,974 50,685,531
(i) 9,500,000 12,350,000
- (370,500)
(iii)
126,625 202,600
14,000 20,440
16,500 27,885
9,000 19,170
= (22,742)
(iv) 1,500,000 750,000
106,201,099 63,662,384

(i) In November 2005 the Company arranged a share placement with Shaw Corporate Finance Pty Limited and BBY
Limited comprising of 8.0 million fully paid ordinary shares at an issue price of $1.35 each raising, $10.80 million.

(i) In October 2006 the Company arranged a share placement to professional and sophisticated investors in the USA
under section 708 of the Corporations Act for 9.5 million shares at $1.30 per share;

(iii) The Company issued shares to freehold and leasehold landowners as part of the pre-development activities for the
Southdown Magnetite project pipeline alignment process as follows:

a. InOctober2006, 126,625 shares were issued to 32 landowners;
b. InMarch 2007, 14,000 shares were issued to 3 landowners;

c. InMay2007, 16,500 shares were issued to 3 landowners;

d. InJune2007,9,000shares wereissued to 2 landowners

(iv) InJune 2007 the Company issued 1.5 million fully paid ordinary shares on the conversion of $0.50 options in
accordance with the Grange Resources Limited Directors’ and Officers’ Option Plan.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 18. CONTRIBUTED EQUITY (CONTINUED)

(c) Share options

The Company has share-based payment option schemes under which options to subscribe for the company’s shares
have been granted to certain executives and other employees (refer to Note 21).

(d) Ordinary shares

Ordinary shares entitle the holder to participate in dividends and the proceeds of winding up of the Company in
proportion to the number of and amounts paid on the shares held.

Ordinary shares entitle their holder to one vote per share, either in person or by proxy, at a meeting of the Company.

Effective 1 July 1998, the Corporations legislation in place abolished the concepts of authorised capital and parvalue
shares. Accordingly, the Company does not have authorised capital nor par value in respect of its issued shares.

NOTE 19. RESERVES AND ACCUMULATED LOSSES

CONSOLIDATED GRANGE RESOURCES LIMITED
2007 2006 2007 2006
S $ S $
(@) Reserves
Option issue reserve 3,568,912 3,568,912 3,568,912 3,568,912
Foreign currency translation reserve (9,516) - - -
Share-based payments reserve 343,887 698,080 343,887 698,080
3,903,283 4,266,992 3,912,799 4,266,992
OPTION ISSUE FOREIGN CURRENCY SHARE-BASED
RESERVE TRANSLATION RESERVE ~ PAYMENTS RESERVE
$ S S
CONSOLIDATED
Movements in reserves
At 1 July 2005 3,568,912 - 180,000
Share-based payments - - 518,080
At 30 June 2006 3,568,912 - 698,080
Share-based payments - - (354,193)
Foreign currency translation - (9,516) -
At30 June 2007 3,568,912 (9,516) 343,887
OPTION ISSUE SHARE-BASED
RESERVE PAYMENTS RESERVE
PARENT 3 S
Movements in reserves
At 1 July 2005 3,568,912 180,000
Share-based payments - 518,080
At 30 June 2006 3,568,912 698,080
Share-based payments = (354,193)
At 30 June 2007 3,568,912 343,887
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 19. RESERVES AND ACCUMULATED LOSSES (CONTINUED)

CONSOLIDATED GRANGE RESOURCES LIMITED
2007 2006 2007 2006
S S S S
(b) Accumulated losses

Movements in accumulated losses were as follows:

Balance 1 July (21,067,542)  (23,003,472) (48,961,928)  (47,843,249)
Net profit / (loss) for the year (772,733) 1,935,930 (175,075) (1,118,679)
Balance 30 June (21,840,275)  (21,067,542) (49,137,003)  (48,961,928)

(c) Nature and purpose of reserves

Option issue reserve

The option issue reserve is used to recognise the fair value of options issued other than equity benefits provided to
employees and directors as part of their remuneration.

Foreign currency translation reserve

The foreign currency translation reserve is used to recognise exchange differences arising from the translation of the
financial statements of foreign subsidiaries.

Share-based payments reserve

The share-based payments reserve is used to recognise the fair value of equity benefits provided to employees and
directors as part of their remuneration. Refer to the Directors’ Report for further details of these plans.

NOTE 20. EXPENDITURE COMMITMENTS

(a) Lease expenditure commitments
The operating lease commitments refer to the rent of the Perth office for seven years (1 September 2005 to 31 August 2012).

The lease allows for an extension of five years commencing 1 September 2012, together with a review of lease
committments at this date and each year thereafter.

Future minimum rentals payable as at 30 June are as follows:

CONSOLIDATED GRANGE RESOURCES LIMITED
2007 2006 2007 2006
S S S S
Within one year 107,200 101,840 107,200 101,840
After one year but not more than five years 482,400 305,520 482,400 305,520
589,600 407,360 589,600 407,360
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 20. EXPENDITURE COMMITMENTS (CONTINUED)

(b)

(c)

(d)

(e)

(f

Exploration Expenditure Commitments

In order to maintain the mining and exploration tenements in which the Group is involved, the Group is committed
to meet conditions under which the tenements were granted. If the Group continues to hold those tenements, the
minimum expenditure requirements (excluding obligations farmed out under joint venture arrangements) will be
approximately:

CONSOLIDATED GRANGE RESOURCES LIMITED
2007 2006 2007 2006
S S S $
Within one year 365,600 336,100 236,900 237,400
After one year but not more than five years 1,372,400 1,344,400 947,600 949,600
1,738,000 1,680,500 1,184,500 1,187,000

Southdown Project Acquisition Expenditure Commitments

Under the terms of a purchase agreement with Global Doctor Pty Ltd, a wholly owned subsidiary of MedAire Inc.,
the Company secured the right to acquire the Southdown Magnetite Project (“Southdown”). In accordance with
the staggered purchase arrangement, as detailed in the purchase agreement, the Company is committed to expend
$1,000,000 upon the commencement of commercial mining operations at Southdown.

Malaysian Land Acquisition Expenditure Commitments

Under the terms of a Supplementary Heads Of Agreement (*"HOA") executed in February 2007, the Company is required
to pay Road Builder (M) Holdings Bhd (“Road Builder”) a total of MR 577,600 (approx SAUD 196,962) in consideration
for the granting of an exclusive land option in the Malaysian port of Kemaman. The total consideration is payable two
instalments in August 2007 and February 2008.

Southdown Exploration Licence E70/2512

Under the terms of agreement with Rio Tinto Exploration Pty Ltd (Rio Tinto), the Company is required to pay Rio Tinto
SAUD 1,000,000 as part consideration for the purchase of the Exploration Licence E70/2512 containing the eastern 6km
extension of the Southdown Magnetite deposit.

Remuneration Commitments

In accordance with Executive Employment Agreements, the Company may terminate executive agreements by giving
three months written notice. On termination of an executive agreement, the Company is obliged to pay a service fee
equivalent to the total remuneration package, including superannuation, for the lesser period of twelve months or the
unexpired period of each agreement in compensation to the following executives: Geoff Wedlock ($490,500), Alexander
Nutter (5226,175), Neil Marston ($234,350), Stuart Hall (5241,435), Len Skotsch ($215,275) and Melanie Muirhead
($130,800).
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 21. SHARE-BASED PAYMENT PLANS

Grange Resources Limited Directors’ and Officers’ Option Plan

In July 2002 the Company established the Grange Resources Directors’ and Officers’ Option Plan (*Plan”) where Grange may at
the discretion of the directors, grant options over the ordinary shares of Grange to directors, executives and eligible full-time
staff of the Group. The maximum number of options issued must not exceed 10% of the total number of fully paid shares on
issue. The options, issued for nil consideration, are granted in accordance with performance guidelines established by the
directors of Grange, although the Remuneration Committee of Grange retain the final discretion on the issue of the options.
Optionsissued pursuant to the Plan cannot be transferred and will not be quoted on the Australian Stock Exchange Limited.

The expense recognised in the income statement in relation to share-based payments is disclosed in note 3(e).

(a)

(b)

Summary of options granted under Grange Resources Limited Directors’ and Officers Option Plan

The following table illustrates the number (No.) and weighted average exerise prices (WAEP) of, and movements in, share
options issued during the year.

2007 2007 2006 2006

No. WAEP No. WAEP
Outstanding at the beginning of the year 5,500,000 1.34 5,500,000 134
Granted during the year - - - -
Forfeited during the year - - - -
Exercised during the year (i) (1,500,000) 0.50 - -
Lapsed during the year (1,500,000) 1.25 - -
Outstanding at the end of the year 2,500,000 1.90 5,500,000 134

(i) Theshare price of Grange Resources Limited on the exercise of 1,500,000 options on 27 June 2007 was $2.60.
The outstanding balance as at 30 June 2007 is represented by:

NUMBER OF OPTIONS  GRANT DATE VESTING DATE EXPIRY DATE  EXERCISE PRICE WAEP
1,500,000 2 May 2005  Southdown project commencement 30 June 2008 $1.50 $0.90
1,000,000 2 May 2005 Payment of $0.05 dividend 30June 2011 $2.50 $1.00

Weighted average remaining contractual life

The weighted average remaining contractual life for the share options outstanding as at 30 June 2007 is 2.20 years (2006:
2.00years).
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 22. CONTINGENT LIABILITIES AND CONTINGENT ASSETS
(a) Contingentliabilities

Bank guarantees

Atyear end bank guarantees have been provided on the Group’s behalf to secure, on demand by the Minister for Mines
and Energy for the State of Queensland, any sum to a maximum aggregate amount of $1,233,858 (2006: $1,233,858), in
relation to the rehabilitation of the Highway Reward project.

Bank guarantees have been provided Horseshoe Gold Mine Pty Ltd to secure, on demand by the Minister for Mines and
Energy for the State of Western Australia, any sum to a maximum aggregate amount of $327,500 (2006: $327,500), in
relation to the rehabilitation of the Horseshoe Lights Mine.

A Bank guarantee has been provided by Grange Resources Limited, on demand by Road Builder (M) Holdings Bhd for
the amount of $1,000,000 (2006: $1,000,000), in accordance with the terms of a Heads of Agreement dated 17 February
2005 to acquire land in the Malaysian port city of Kemaman and to secure port facilities. The guarantee will be payable
should the Company withdraw from the offer to acquire the land.

A Bank guarantee has been provided by Grange Resources Limited, on demand by the Perth Diocesan Trustees for the
amount of $135,072 (2006: $135,072), in accordance with the terms of an office lease agreement dated 20 July 2005 to
lease office premises in QBE House.

No material losses are anticipated in respect of any of the above contingent liabilities.

(b) Contingentassets

The Group did not have any contingent assets at the Balance Date.

NOTE 23. SUBSEQUENT EVENTS

Horseshoe Lights Mining Lease M52/743 owned by Horseshoe Gold Mine Pty Ltd, a subsidiary of Grange Resources Limited,
was subject to a plaint for forfeiture in 2006. It was heard in the Perth Warden’s Court and dismissed by Warden Calder. The
Warden found that the expenditure conditions of M52/743 had been complied with. Subsequently the plaintiffs sought
judicial review of the Warden’s decision by the Supreme Court of Western Australia and the Court of Appeal . On the 1st August
2007 the Court of Appeal handed down its unanimous decision in favour of Horseshoe Gold Mine Pty Ltd and dismissed the
application by the plaintiffs. Costs have been awarded to Horseshoe Gold Mine Pty Ltd and are to be assessed. However, on
the 28th August 2007, the plaintiff’s applied for special leave to appeal to the High Court of Australia. It is anticipated that the
decision by the High Court whether to grant special leave to appeal will be considered in late 2007.

On the 31st July 2007 the convertible note issued by Murchison Copper Mines Pty Ltd (MCM) to Grange Resources Limited
matured, resulting in the conversion of the note to 4,809,750 fully paid shares in the MCM. The conversion results in Grange,
together with Horseshoe Gold Mine Pty Ltd holding 79.18% of the company. From the 1st August 2007, MCM is considered a
subsidiary and consequently will be consolidated as part of the Group.

On the 14th August 2007 Grange signed an agreement with Rio Tinto Exploration Pty Ltd to acquire 100% interest in Rio Tinto’s
Exploration Licence E70/2512 containing the eastern 6km extension of the Southdown Magnetite deposit. The consideration
for the acquisition includes a cash sum of $1,000,000 together with 9 million fully paid shares in Grange, 9 million unlisted
Grange options exercisable at A$1.50 and expiring three years after the date of issue plus 8.5 million unlisted Grange options
exercisable at AS1.95 per share and expiring one year after the date of issue. The issue of shares and options to Rio Tinto is
subject to shareholder approval at a shareholders’ meeting scheduled for late September.

0On 22 August 2007, Grange Minerals Sdn Bhd, a fully owned subsidary of Grange Resources Limited, settled the balance of
cash and working capital consideration to Esperance Mining Sdn Bhd (EMSB), fulfulling its obligation and entitling GMSB to a
51% joint venture interest in the Bukit Ibam Project. EMSB holds the remaining 49% interest and is the manager of the Bukit
Ibam Project. Each party has equal voting rights in the joint venture.

0On 22 August 2007, a wholly owned subsidiary of the Japanese trading company Sojitz Corporation paid US$4,000,000
(AUDS5,478,760) to Grange Resources Limited, acquiring its initial stake of 10% in the Southdown Magnetite Project.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 24. EARNINGS PER SHARE

CONSOLIDATED

2007 2006
Cents Cents
Basic earnings per share (0.76) 2.04
Diluted earnings per share (0.76) 2.04

The following reflects the income and share data used in the basic and diluted earnings per share computations:

(a)

(b)

CONSOLIDATED

2007 2006
S S

Reconciliations of earnings used in calculating earnings per share
Profit (loss) attributable to the ordinary equity holders of the company used in
calculating basic and diluted earnings per share (772,733) 1,935,930
Weighted average number of shares used as the denominator
Weighted average number of shares used as the denominator in calculating basic
earnings per share 102,199,831 95,034,974
Effect of dilution:
Share options - _
Weighted average number of ordinary shares and potential ordinary shares used as
the denominator in calculating diluted earnings per share 102,199,831 95,034,974

Potential ordinary shares relating to options in issue are not considered dilutive and have therefore been excluded from the
calculation of diluted earnings per share.

Conversions, calls, subscription or issues after 30 June 2007

Since the end of the financial year, there have been no conversions to, calls of, or subscriptions for ordinary shares or issues of
potential ordinary shares and before the completion of this financial report.

NOTE 25. REMUNERATION OF AUDITORS

CONSOLIDATED GRANGE RESOURCES LIMITED
2007 2006 2007 2006
S S S S
The auditor of Grange Resources Limited is Ernst and Young.
Amounts received or due and
receivable by Ernst and Young:
-an audit or review of the financial report of the
entity and any other entity in the Group 67,032 45,000 59,075 45,000
- tax compliance 66,120 156,019 66,120 156,019
133,152 201,019 125,195 201,019
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 26. RELATED PARTY DISCLOSURE 77

Ultimate parent

Grange Resources Limited is the ultimate Australian holding company of the Group.

Wholly-owned group transactions

CONSOLIDATED GRANGE RESOURCES LIMITED
2007 2006 2007 2006
S S S S
Aggregate amounts receivable at balance date from:
Controlled entities (i) - - 14,059,081 12,125,241
Provision for non-recovery - - (11,078,949) (11,078,949)
- - 2,980,132 1,046,292

Aggregate amounts payable at balance date to:
Controlled entities - - 32,546,868 32,406,794
- - 32,546,868 32,406,794

(i) Loans from controlled entities are interest free and repayable on demand.

Other related party transactions

Fees of $60,000 paid to Hendygwyn Holdings and Beheer b.v., of which Mr Bohnenn is a director and shareholder, under a
marketing and public relations services agreement.

Transactions with related parties, other than wholly owned subsidiaries, are made under normal commercial terms and
conditions unless otherwise stated.

NOTE 27. KEY MANAGEMENT PERSONNEL

(a) Details of key management personnel

Directors:

A Bohnenn Chairman (non-executive)

G LW Wedlock Managing Director

A H Nutter Director (technical)

R Krasnoff Director (non-executive)

H R Moser Director (non-executive)

Executives

S Hall General Manager (Business Development): appointed 8 August 2005
N Marston General Manager (Commercial and Company Secretary): appointed 21 July 2006
M Muirhead Financial Controller: appointed 26 April 2006

L Skotsch General Manager (Exploration): appointed 22 January 2007
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 27. KEY MANAGEMENT PERSONNEL (CONTINUED)

(b) Compensation by category: key management personnel

CONSOLIDATED

GRANGE RESOURCES LIMITED

2007 2006 2007 2006
S $ S $
Short-term 1,493,395 1,161,678 1,493,395 1,161,678
Post employment 379,922 435,573 379,922 435,573
Termination benefits - 84,906 - 84,906
Share-based payments (354,193) 338,080 (354,193) 338,080
1,519,124 2,020,237 1,519,124 2,020,237

Grange Resources Limited has applied the option under Corporations Amendments Regulation 2006 to transfer key
management personnel remuneration disclosures required by AASB 124 Related Party Disclosures paragraphs Aus 25.4
and Aus 25.7.2 to the Remuneration Report section of the Directors’ report. These transferred disclosures have been

audited.

(c) Option holdings of key management personnel

BALANCE AT GRANTED AS OPTIONS OPTIONS BALANCE AT VESTED AT
1JULY 2006 COMPENSATION LAPSED EXERCISED 30JUNE 2007 30 JUNE 2007
Directors
G LW Wedlock 5,500,000 - (1,500,000) (1,500,000) 2,500,000 -
5,500,000 - (1,500,000) (1,500,000) 2,500,000 -
BALANCE AT GRANTED AS OPTIONS OPTIONS BALANCE AT VESTED AT
1]JULY 2005 COMPENSATION LAPSED EXERCISED 30JUNE 2006 30JUNE 2006
Directors
G LW Wedlock 5,500,000 - - - 5,500,000 -
5,500,000 - - - 5,500,000 -
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 27. KEY MANAGEMENT PERSONNEL (CONTINUED)

(d) Shareholdings of key management personnel

BALANCE AT GRANTED AS OPTIONS NET CHANGE BALANCE AT
1JULY 2006 COMPENSATION EXERCISED OTHER 30 JUNE 2007
Directors

A Bohnenn 13,270,338 - - 191,000 13,461,338
A H Nutter 944,999 = = - 944,999
G LW Wedlock 104,000 - 1,500,000 - 1,604,000
H R Moser 4,410,450 - - - 4,410,450
R Krasnoff 50,000 - - - 50,000
18,779,787 - 1,500,000 191,000 20,470,787

Executives
S Hall 10,000 - - - 10,000
M Muirhead - - - 5,000 5,000
10,000 - - 5,000 15,000
BALANCE AT GRANTED AS OPTIONS NET CHANGE BALANCE AT
1]JULY 2005 COMPENSATION EXERCISED OTHER 30JUNE 2006

Directors

A Bohnenn 12,746,038 - - 524,300 13,270,338
A H Nutter 944,999 - - - 944,999
G LW Wedlock 104,000 - - - 104,000
H R Moser 4,310,450 - - 100,000 4,410,450
R Krasnoff - - - 50,000 50,000
18,105,487 - - 674,300 18,779,787

Executives
N Marston 740 - - (740) -
S Hall - - - 10,000 10,000
740 - - 9,260 10,000

All equity transactions with directors and executives have been entered into under terms no more favourable than those
the entity would have adopted if dealing at arms length.

(e) Other transactions with Directors and Executives

Fees of $60,000 (2006: $60,000) were paid to Hendygwyn Holding and Beheer b.v., of which Mr A Bohnenn is a director
and shareholder, under a marketing and public relations services agreement.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 28. SEGMENT INFORMATION

(a) Industry segments

The Group operates predominantly in the mining and exploration industry.

(b) Geographical segments
The Group’s geographical segments are determined based on the location of the Group’s assets.

The following table’s present revenue, expenditure and certain asset and liability information regarding geographical
segments for the year ended 30 June 2006 and 2007.

AUSTRALIA MALAYSIA TOTAL
S S S

Year ended 30 June 2007
Revenue
Sales revenue and royalties 2,856,211 - 2,856,211
Total segment revenue 2,856,211 - 2,856,211
Unallocated revenue 837,591
Total consolidated revenue 3,693,802
Result
Segment results (762,245) (10,488) (772,733)
Profit / (loss) before tax (772,733)
Income tax expense -
Net profit / (loss) for the year (772,733)
Assets and liabilities
Segment assets 36,079,765 1,168,692 37,248,457
Unallocated assets 13,492,474
Total assets 50,740,931
Segment liabilities 3,827,660 1,187,879 5,015,539
Unallocated liabilities =
Total liabilities 5,015,539
Other segment information
Capital expenditure 5,833,686 1,168,692 7,002,378
Depreciation and amortisation 84,556 - 84,556
Cash flow information
Net cash flow from operating activities (489,502) - (489,502)
Net cash flow from investing activities (5,852,716) (1,168,692) (7,021,408)
Net cash flow from financing activities 12,706,762 - 12,706,762
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 28. SEGMENT INFORMATION (CONTINUED)

Year ended 30 June 2006
Revenue and other income
Sales revenue and royalties
Total segment revenue
Interest revenue

Total consolidated revenue
Results

Segment results

Profit / (loss) before finance costs and tax

Finance costs

Profit/ (loss) before income tax
Income tax expense

Net profit / (loss) for the year
Assets and liabilities
Segment assets

Unallocated assets

Total assets

Segment liabilities
Unallocated liabilities

Total liabilities

Other segment information

Capital expenditure
Depreciation and amortisation

Cash flow information
Net cash flow from operating activites
Net cash flow from investing activities

Net cash flow from financing activities

AUSTRALIA MALAYSIA TOTAL
$ $ $

9,761,786 - 9,761,786
9,761,786 - 9,761,786
634,107
10,395,893
1,943,134 - 1,943,134
1,943,134
(7,204)
1,935,930
1,935,930
30,460,394 - 30,460,394
8,306,137
38,766,531
4,881,550 - 4,881,550
4,881,550
16,240,817 - 16,240,817
370,405 - 370,405
4,125,227 - 4,125,227
(16,839,152) - (16,839,152)
12,281,268 - 12,281,268
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 29. FINANCIAL INSTRUMENTS

Fair value

Set out below is a comparison by category of carrying amounts and fair values of all of the Group’s financial instruments
recognised in the financial statements.

CARRYING AMOUNT FAIR VALUE
2007 2006 2007 2006

S S S S
CONSOLIDATED
Financial assets
Cash 1,089,294 2,087,202 1,089,294 2,087,202
Cash -jointventures 203,180 218,935 203,180 218,935
Short term deposits 12,200,000 6,000,000 12,200,000 6,000,000
Trade and other receivables - current 2,948,032 3,560,069 2,948,032 3,560,069
Security deposits 2,705,231 2,711,680 2,705,231 2,711,680
Convertible note 480,975 - 480,975 -
Financial liabilities
Trade and other payables 1,354,261 1,165,123 1,354,261 1,165,123
PARENT
Financial assets
Cash 909,925 2,087,202 909,925 2,087,202
Short term deposits 12,200,000 6,000,000 12,200,000 6,000,000
Trade receivables 627,935 1,327,242 627,935 1,327,242
Security deposits 1,135,072 1,135,072 1,135,072 1,135,072
Related party receivables 2,980,132 1,046,292 2,980,132 1,046,292
Convertible note 480,975 - 480,975 -
Financial liabilities
Trade and other payables 1,143,893 1,022,973 1,143,893 1,022,973

Shares in controlled entities are excluded from the above as these are accounted for at cost in accordance with AASB 127.

(a) Financial risk management policy
The Group’s principal financial instruments cash, security deposits and short-term deposits.

The main purpose of these financial instruments is to raise finance for the Group operations. The Group has various other
financial assets and liabilities such as trade receivables and trade payables, which arise directly from its operations.

Itis, and has been throughout the period under review, the Group’s policy that no trading in financial instruments shall
be undertaken. Being at an exploration stage, the Group has limited exposure to risks arising from the Group’s financial
instruments.

As the Group moves into a development and production phase the Group’s exposure to commodity price risk, foreign
currency risk and credit risk are expected to increase significantly. The Board will set appropriate policies to manage
these risks dependent on market conditions and requirements at that time.

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis of
measurement and the basis on which income and expenses are recognised, in respect of each class of financial asset,
financial liability and equity instrument are disclosed in Note 2 to the financial statements.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

NOTE 29. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Interest rate risk
The following table sets out the carrying amount of the financial instruments exposed to interest rate risk:

FLOATING  NON-INTEREST FLOATING  NON-INTEREST
INTEREST RATE BEARING TOTAL INTEREST RATE BEARING TOTAL

CONSOLIDATED 2007 2007 2007 2006 2006 2006
Financial assets $ $ $ $ S S
<1lyear
Cash at bank 1,290,448 - 1,290,448 2,306,137 - 2,306,137
Cash on deposit 12,200,000 - 12,200,000 6,000,000 - 6,000,000
Receivables - 2,948,032 2,948,032 - 3,422,569 3,422,569
Convertible note - 480,975 480,975 - - -
>1lyear<2years
Security deposits 2,705,231 - 2,705,231 2,849,180 - 2,849,180

16,195,679 3,429,007 19,624,686 11,155,317 3,422,569 14,577,886
Weighted average interest rate 6.00% 5.24%
Financial liabilities
<1lyear
Trade and other payables - 1,354,261 1,354,261 - 1,165,123 1,165,123

- 1,354,261 1,354,261 - 1,165,123 1,165,123

Weighted average interest rate
PARENT
Financial assets
<1lyear
Cash at bank 907,899 = 907,899 2,087,202 - 2,087,202
Cash on deposit 12,200,000 - 12,200,000 6,000,000 - 6,000,000
Receivables 627,935 627,935 - 2,236,034 2,236,034
Related party receivable - 2,980,132 2,980,132 - 1,046,292 1,046,292
Convertible note - 480,975 480,975 - - -
>1year<2years
Security deposits 1,135,072 - 1,135,072 1,272,572 - 1,272,572

14,242,971 4,089,042 18,332,013 9,359,774 3,282,326 12,642,100
Weighted average interest rate 6.20% 5.36%
Financial liabilities
<1lyear
Trade and other payables 1,143,893 - 1,143,893 - 1,022,973 1,022,973

1,143,893 - 1,143,893 - 1,022,973 1,022,973

Weighted average interest rate

(c) Netfairvalues

Cash, cash equivalents and security deposits: The carrying amount approximates fair value because of their short term to
maturity.

Trade receivable and trade creditors: The carrying amount approximates fair value.

(d) Creditrisk

The consolidated entities maximum exposure to credit risk at reporting date in relation to each class of recognised
financial assets is the carrying amount of those assets as indicated in the balance sheet. The company minimises
concentration of credit risk in relation to trade receivables by undertaking transactions with reputable customers and
undertaking reasonable steps to ensure credit worthiness of customers.
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DIRECTORS" DECLARATION

In accordance with a resolution of the Board of Directors of Grange Resources Limited, | state that:
1. In the opinion of the directors:

(@) thefinancial statements, notes and additional disclosures inlcuded in the director’s report designated as audited,
of the Company and of the Group are in accordance with the Corporations Act 2001, including:

(i) givingatrue and fairview of the Company’s and Group’s financial position as at 30 June 2007 and of their
performance for the year ended on that date; and

(ii) complying with Accounting Standards and Corporations Regulations 2001; and

(b)  therearereasonable grounds to believe that the Company will be able to pay its debts as and when they become
due and payable.

2.  Thisdeclaration has been made after receiving the declarations required to be made to the directors in accordance with
Section 295(A) of the Corporations Act 2001 for the financial period ending 30 June 2007.

On behalf of the Board

ANTHONY BOHNENN
CHAIRMAN

Dated this 27th day of September 2007

Perth, Western Australia
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INDEPENDENTAUDIT REPORT

TO MEMBERS OF GRANGE RESOURCES LIMITED

i”ERNST& YOUNG & The Ernst & Young Building ® Tel 61894292222

11 Mounts Bay Road Fax 6189429 2436
Perth WA 6000
Australia

GPO Box M939
Perth WA 6843

We have audited the accompanying financial report of Grange Resources Limited, which comprises the balance sheet as at
30June 2007, and the income statement, statement of recognised income and expence and cash flow statement for the year
ended on that date, a summary of significant accounting policies, other explanatory notes and the directors’ declaration? of
the consolidated entity comprising the company? and the entities it controlled at the year’s end or from time to time during the
financial year.

The company has disclosed information as required by paragraphs Aus 25.4 to Aus 25.7.2 of Accounting Standard 124 Related
Party Disclosures (“remuneration disclosures”), under the heading “Remuneration Report” on pages 20 to 26 of the directors’
report, as permitted by Corporations Regulation 2M.6.04.

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 the Australian Accounting Standards (including the Australian Accounting Interpretations) and the Corporations Act 2001.
This responsibility includes establishing and maintaining internal controls 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 2, the directors also
state that the financial report, comprising the financial statements and notes, complies with International Financial Reporting
Standards. The directors are also responsible for the remuneration disclosures contained in the directors’ report.

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 and that the remuneration disclosures comply with Accounting Standard AASB 124 Related
Party Disclosures.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial report.
The procedures selected depend on our judgment, including the assessment of the risks of material misstatement of the
financial report, whether due to fraud or error. In making those risk assessments, we consider internal controls 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 controls. An audit
alsoincludes 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 believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

INDEPENDENCE

In conducting our audit we have met the independence requirements of the Corporations Act 2001. We have given to the
directors of the company a written Auditor’s Independence Declaration, a copy of which isincluded in the directors’ report.
In addition to our audit of the financial report and the remuneration disclosures, we were engaged to undertake the services
disclosed in the notes to the financial statements. The provision of these services has not impaired our independence.
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INDEPENDENTAUDIT REPORT (CONTINUED)

AUDITOR’S OPINION
In our opinion:
1. thefinancial report of Grange Resources Limited is in accordance with the Corporations Act 2001, including:

(i) givingatrueand fairview of the financial position of Grange Resources Limited and the consolidated entity at 30 June
2007 and of their performance for the year ended on that date; and

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

2. thefinancial report also complies with International Financial Reporting Standards as disclosed in Note 2.

3. theremuneration disclosures that are contained on pages 125 to 135 of the directors’ report comply with Accounting
Standard AASB 124 Related Party Disclosures.

Ernst + 0\4? %M&ﬂ |

Ernst Et Young Peter Mclver
Partner
Perth, 27 September 2007

Liability limited by a scheme approved under
Professional Standards Legislation.
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ASXADDITIONAL INFORMATION

Additional information required by the Australian Stock Exchange Limited and not shown elsewhere in this report is as follows.
The information is current as at 13 September 2007:

ORDINARY SHARES

1.

Twenty largest shareholders

The twenty largest holders of ordinary fully paid shares are listed below:

Name NUMBER %
National Nominees Ltd 32,347,049 30.46
HSBC Custody Nominees (Australia) Ltd 24,335,067 2291
ANZ Nominees Ltd 13,037,567 12.28
Citicorp Nominees Pty Ltd 3,364,912 3.17
HSBC Custody Nominees (Australia) Ltd <A/C 2> 2,911,716 2.74
Zero Nominees Pty Ltd 2,713,460 2.56
HSBC Custody Nominees (Australia) Ltd <GSCO ECSA> 1,588,680 1.50
HSBC Custody Nominees (Australia) Ltd <A/C 3> 1,377,649 1.30
J P Morgan Nominees Australia Ltd 1,329,299 1.25
HSBC Custody Nominees (Australia) Ltd <GSI ECSA> 1,160,741 1.09
Mr Hans-Rudolf Moser 860,450 0.81
AH and ME Nutter <Nutter Family Super Fund> 845,000 0.80
Mr Antonius Clemens Maria Bohnenn 709,800 0.67
Merrill Lynch (Australia) Nominees Pty Ltd 550,621 0.52
Keypalm Pty Ltd <The Wedlock Family Trust> 539,423 0.51
King Chong Chai 470,900 0.44
Triglow Nominees Pty Ltd <Wedlock Super Fund> 464,577 0.44
Colvic Pty Ltd 432,593 0.41
Machinery Automation and Robotics Pty Ltd 409,328 0.39
McQuade Holdings Pty Ltd <Hannan Super Fund> 315,000 0.30
89,763,832 84.55

Distribution of shareholders

(a) Analysis of number of shareholders by size and holding:

CATEGORY OF SHAREHOLDING NUMBER OF SHAREHOLDERS
1-1,000 351
1,001-5,000 788
5,001-10,000 285

10,001 -100,000 268
100,001 - and over 38

TOTAL 1,730

(b) There are 29 holders of ordinary shares each holding less than a marketable parcel.

Voting rights

All shares carry one vote per share without restriction.
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NOTESTO THE FINANCIALSTATEMENTS (CONTINUED)

4. Substantial shareholders

An extract of the Company’s Register of Substantial Shareholders is set out below:

NUMBER OF PERCENTAGE

NAME FULLY PAID SHARES OF ISSUED CAPITAL

Anthony Bohnenn 13,461,338 12.68%
UNQUOTED SECURITIES
The Company has the following unquoted securities on issue:

NUMBER OF NUMBER OF

CLASS OF SECURITY SECURITIESON ISSUE ~ SECURITY HOLDERS
$1.50 options expiring 30 June 2008 1,500,000 1
$2.50 options expiring 30 June 2011 1,000,000 1
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TENEMENTSCHEDULE

AS AT 31 AUGUST 2007
PROSPECT TENEMENT INTEREST PROSPECT TENEMENT INTEREST
Western Australia Queensland
Horseshoe Lights L52/42-45 0% (1) Mt Windsor JV ML 1571 30% (10)
L52/66 0% (1) ML1734 30% (10)
M52/743 0% (1) ML1739 30% (10)
M52/744 0%(1) (2) ML 10028 30% (10)
ML 1758 30% (10)
Thaduna M52/165 0% (1) (4) EPM 14537 30% (10)
Green Dragon M52/180 0% (1) (4)
Northern Territory
Wembley M52/801 100% (3)(5) Mt Samuel MLC49 50% (11) (14) (15)
M52/587 100%(2)(3)(5) MLC 527 100% (14) (15)
MLC599 85% (12) (14) (15)
Horseshoe South M52/558 100% (2) MLC 617 85% (12) (14) (15)
P52/1209-1211 100% (2) MLC678-681  85%(12)(2) (15)
MCC 174 100% (13) (15)
Abercromby Well JV M53/336 10% (6) MCC212 85% (12) (13) (15)
MCC 287-288 100% (13) (15)
Red Hill M27/57 0% (7) MCC 308 85% (12) (15)
MCC 344 100% (14) (15)
Horseshoe South West M52/651 100% (2)
The Trump MCC 316-317 100%(14) (15)
Freshwater M52/277-281 0% (8) MCC 340-341 100%(14) (15)
M52/285 0% (8)
M52/295-296 0% (8) True Blue MCC 342 100%(14) (15)
M52/299-301 0% (8) MLC 619 85% (12)(14) (15)
M52/305-306 0% (8)
M52/368-370 0% (8) Aga Khan MLC 522 100%(14) (15)
Southdown M70/433 100% (9)(17) Black Cat MCC338-339 100%(14) (15)
M70/718 100% (9) (17)
M70/719 100% (9) (17) Malaysia
L70/97-98 100% (2) Bukit Ibam PP01/2005 51% (16)
L70/100-101 100% (2)
G70/217 100% (2)
E70/3073 100% (2)
Notes:
1. Subjectto exercise of option by Murchison Copper Mines Pty Ltd
2. Under application.
3. Subject to option agreement with Gleneagle Gold Limited (under administration).
4. Subjectto 5% Net Smelter Return royalty with Trans-Global Resources NL.
5. Subjectto 1% Net Smelter Return royalty with Lac Minerals (Australia) NL.
6. Subjecttojointventure agreement with MPI Nickel Pty Ltd.
7. Royalty interest with Barrick (PD) Australia Limited.
8. Royalty interest with Barrick Gold of Australia Limited.
9. Subjectto conditional purchase agreement with Medaire Inc.

10. Subjectto jointventure agreement with Thalanga Copper Mines Pty Limited.

11. Subjectto jointventure agreement with Santexco Pty Ltd.

12. Subjectto jointventure agreement with W. and L.D.C. Appel.

13. Subjectto option agreement with J.L. Love and G.P. Hamilton.

14. Subject to 2% Net Profit Royalty with Lytton Nominees Pty Ltd and Moublon Pty Ltd.

15. Subject to Farm in agreement with Westgold Resources NL

16. Subjectto jointventure agreement with Esperance Mining Sdn Bhd.

17. Subjectto Joint Venture Implementation Agreement with Sojitz Resources and Technology Pty Ltd.
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