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The Directors subnmit their report together with the financial statenent of GVM
Metals Limted ("GYM or the "Conpany" ) and the consolidated accounts of the
Conpany and its controlled entities (the "Consolidated Entity" ) for the year
ended 30 June 2007. The conpl ete docunent and the Auditors' Report thereon can
be found on the Conpany's website www. gvm com au.

Principal Activities

VWil st the principal trading activity of the Consolidated Entity is the

manuf acture and distribution of Nickel and Magnesi um all oys, the Conpany's
primary focus is to expand its coal interests in South Africa. During the June
2007 financial year the Conpany conpleted the acquisition of significant coal

i nterests, nanely:

- Acquisition of a 74% interest in the Linpopo (Thuli) coal project in Novenber
2006.

- Acquisition of 50% of the Baobab coal project, sone 50kmis south of the
Li npopo coal project.

- Conpletion of the nerger of the GYM and Motjoli Resources (Pty) Ltd coal
projects. Mtjoli are GUMs Black Econom ¢ Enpower nent partner in South
Africa. The nerger increased the Conpany's interest in the Holfontein coal
project from49%to 100% and in the Baobab coal project from50%to 100%

Resul ts

The | oss of the Consolidated Entity for the 2007 financial year after incone
tax and mnority interests was $4, 026, 048 (2006: |oss of $587,011).

Di vi dends Pai d or Recomrended

No ampunts were paid or declared by way of dividend by the Conpany. The
Directors do not reconmend paynent of a dividend in respect of the financial
year ended 30 June 2007.

Revi ew of Operations
During the year the operations of the Consolidated Entity included:

Ni Mbg Group - manufacturing and distribution of nickel and nagnesi um al | oys;
Master Alloy Traders Limted - trading of mnerals from South Africa;

Hol fontein Coal Project - coal project based in South Africa;

Baobab Coal Project - coal project based in South Africa; and

Thuli Coal Project - coal project based in South Africa.
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Directors' Report

Ni mag Group ("N Mag")

GYM Metals Limted acquired a controlling interest in the NNmag G oup of
Conpani es (Nimag G oup) in Decenber 2003, and acquired the remaining 26%in
Decenber 2006.



Nimag Group is engaged principally in the nanufacture and distribution of

ni ckel magnesium all oys, ferro silicon nagnesium alloys and netal fibres and

began producing alloys in 1962 and currently manufactures specialised naster

al l oys of nickel and magnesium for the specialised foundry industry including
aerospace, aeronautical, notor, steel mll roll and associated industries.

Ductile iron (al so called spheroidal graphite iron or nodul ar cast iron) was

di scovered in the 1940s. The introduction of magnesiuminto the melt results in
nodul ar rather than flaky graphite in the resultant cast iron, giving the cast
iron properties approaching those of steel, while naintaining the advantages of
the casting process. The magnesiumis usually added as a nickel alloy, making
it easier to add and contribute to product quality. N Mag supplies the ductile
iron market as a specialist supplier with a world nmarket share of about 35%in
its core product line. 95% of sales are exported through 35 distributors world
wi de. Denmand for NiMag's alloys is proportional with world denand for ductile
iron, principally for autonotive parts and industrial machinery. Denmand for

Ni Mag products has grown gradually to neet current capacity of 287 tonnes per
month (all products). Potential for expansion of the core nickel -nagnesi um

all oy product is presently limted by the size of end nmarkets. NiMag is

i ncreasing the penetration of a variety of other products devel oped for
alternative markets. N Mag produces approxi mately 300 tonnes of cast and slit
fibres which are used in reinforced concrete by donmestic nining and tunnelling
operations.

Ni Mag' s conpetitive advantages include |low electricity and | abour costs. The
main i nput cost is locally sourced nickel raw material, which is matched with
sales to mnim se nickel price exposure.

GVM acquired 74% of N Mag from a nmanagenent group in January 2004. The

consi deration was R37 MIlion (A$8 nmillion) conprising ZAR7.5 mllion in cash
up front, R20 million borrowed against the business and R9.5 nillion in vendor
finance. On GYM s listing on the JSE, the Conpany exercised its option to
acquire the bal ance of Ni Mag for 4,620,557 GYM shares.

Depreciation of the Rand and strengthening of N ckel prices w dened N Mag's
profit margins resulting in NiMag generating substantially higher operationa
cash flows over the 2006/ 07 financial year. N Mag traded profitably,
contributing approxi mately A$4,6m in surplus funds and repayi ng the remaining
bank financed acquisition costs. At the end of June 2007, GYM s acquisition

| oans conprised $506,278 to the Ni Mag vendors.

Magber g Manuf act uri ng

A speci al i sed producer of ferro silicon nmagnesium alloys used to manufacture
Ductile Iron. Capacity is limted and the production is split equally between
| ocal and export markets. This is a comopdity product and alnbst all costs are
Rand denom nat ed.

Metal l oy Fibres (Pty) Ltd

The only specialised cast fibre reinforcing manufacturer in Africa. A weakening
of the Rand and the "go ahead" of the Gautrain rail project and the genera
increase in construction expenditure pronises to substantially inprove this
busi ness both in terms of volunmes and margins.

Metal Alloy Traders Limted ("MATS")
MATS is incorporated in Jersey in the Channel Islands and it trades various
netal s purchased from N mag in South Africa

SA M neral Resources Corporation Limted ("Sanroc")
Santroc is a Johannesburg Stock Exchange |isted conpany which produces nanganese
sul phate chemcals. During the latter half of 2005 G/M stated its intention to



di spose of its entire investnent in Sanroc.

As a result of its intended disposal, the Sanroc investnent has been
reclassified as a Non-current |Investnent Held for Sale.

Hol fontei n Coal Project

GVYM acquired Motjoli Resources' 51% stake in the Hol fontein coal project
through the issue of 14,868,283 GYM shares and paid ZAR 21 mllion (A% 3.5
mllion) for the initial 49% acquisition

Hol fontein is situated in the traditional coal nmining area south and west of
Wt bank where coal mning has taken place for over a hundred years. It is on
the main road between Kinross and Trichard in Munal anga, South Africa, and a
main line railway siding is situated on the property at Leven which can be
upgr aded for export purposes.

Currently the resources are in the inferred category and stand at 55 million
tonnes. It is planned to produce 400, 000 tpa of soft coking coal fromthe 5
seam and 800, 000 tpa of thermal coal fromthe 4 seam The Hol fontein

expl orati on program undertaken at the end of 2006 to confirmthe structure,
tonnage and quality of the Hol fontein coal resource was conpl eted during the
2007. An additional 37 boreholes were conpleted constituting 5,557 netres
drilled and yielding 150 sanples for analysis. The geol ogi cal npdel based on
these results is currently being updated with Mne feasibility planning done
once the laboratory results have been received. There are now 67 boreholes in

the Holfontein resource area resulting in a drilling density of just |less than
14 borehol es per hectare for the 5 seamresource and 12 borehol es per hectare
for the 4 seamresource. Once nodelling is conpleted, this will bring the

Hol fontein property into a measured resource category.

Geot echni cal tests were conducted on the dianond drill cores to establish the
conpetence of the roof and floor conditions of both the 5 Seam and 4 Seam
resources. Initial perusal of the results has confirmed the | ow phosphorus
nmetal lurgical qualities of the 5 Seamwi th no change in expected vyields.

The 4 Seamresources still need to be nodelled anal ytically but the indications
are that the coal is suitable for SASOL or Eskom feedstock. Conposite sanples
of the 5 Seamare to be reconstituted to test for certain netallurgica
properties. Simlarly, 4 Seamsanples are to be reconstituted to test for the
suitability of the coal for Eskom

Baobab Coal Project

The acquisition of Petmin Ltd's 50% interest in the Baobab Coal Project was
conpl eted during 2007 through the issue of 8,333,333 G/Mshares to raise the
requi red purchase price of GBP2.5 mllion (A$ 6.2 nillion). During June, GVM
acquired the remaining 50% of the Joint Venture held by Mtjoli Resources with
the issue of 20,000,000 GVYM shares.

Consul tants have been mandated to assess railway and rel ated transport
infrastructure from GYUM s Baobab and Thuli coal projects to the Ri chards Bay
and Maputo coal termnals. Managenent envisage this project will be conpleted
later in 2007. Drilling on the Baobab coal project is expected to comrence
early in 2008 financial year

Thuli Coal Project (Linpopo)
GYM acquired its 74% interest in the project by the issue of 20,812,500 shares

i n Decenber 2006. Potential drilling contractors have perforned site

i nspections, and drilling on the Thuli Coal Project started in August. Data
collected in the terrain nodel conpleted earlier in the year will be used in
the identification of drilling targets.

Prelim nary discussions with various infra-structure participants are underway



to ascertain the export capacity of the coal mned. Managerment have received
val uations fromindependent third parties mandated to assess the value of the
surface rights conprising the Thuli Coal Project. Prelimnary consultations
with the current surface rights owers on GYUM s potential acquisition of these
ri ghts have been undertaken. GYM wi Il continue these discussions together with
the Thuli Coal Project drilling programduring the first quarter of the 2008
financial year.

Mooi pl aats Coal Project
70% on Conpl etion of the Coal Acquisition

The major drilling progranme continued at Mboiplaats during the fourth quarter
of the 2007 financial year and 23,867 netres (164 holes) were drilled. Seven

t housand of the total twenty-three thousand hectares have now been drilled on
"inferred' spacing densities and during the period infill drilling comrenced on
“measured' and "indicated spacings. The goal of the programme is to bring a

m ni mum of 60 million tonnes of the resource into nmeasured and indicated
categories. The tonnage represents ten years consunption at the adjacent Canden
Power Stati on.

SRK Consultants are overseeing the drilling progranme and a resource statenent
will be released during the first quarter of the 07/08 financial year. The
results of the drilling programto date are in line with managenent

expectations.
Revi ew of Financial Position

Liquidity and funding

The net assets of the consolidated entity increased from $7, 661,354 in June
2006 to $150, 878,555 in June 2007. This was prinmarily due to the acquisition of
the Thuli, Baobab and Hol fontein coal projects. The Group also incurred

$3, 294,600 in expenses related to share based paynents, $1,666,792 in

di m nution of investnments, $629,033 in foreign currency |osses, depreciation of
$175, 532 and $313,870 in expenses related to GYM's Novenber 2006 listing on
the JSE. When the previous nentioned accounting entries are excluded, the |oss
of $3,547,306 recorded for the year ended June 2007 is converted to an
“operational' profit of A$4,994,231. The “operational' profit is primarily due
to NNmag 's contributed profit to the Goup of $4,823, 494.

EBI T Reconstruction

2007 2006
$ $
Profit/ (loss) after tax for the year (3,547, 306) (233, 141)
Tax 2,216, 264 566, 732
Interest paid 800, 799 669, 044
Interest received (555, 353) (84,578)
EBIT (1, 085, 596) 918, 057
“Non-ordinary' itens recogni sed
Options granted 3,294, 600 551, 200
Di mi nution in value of investnents 1, 666, 792 4,325
Currency adj ust nent 629, 033 -
Depr eci ation 175, 532 242,768
JSE listing expenses 313, 870 404, 335
“Qperating' profit/ (loss) 4,994, 231 2,120, 685

The Group raised over $70 million during the year through the placing of
shares. The funds raised will be used to fund acquisitions, and to satisfy
expl orati on working capital requirenments in the devel opnment of the coa
projects. As at 30 June 2007, GYM had no long term debt apart fromthe N nag
vendor | oans of $506, 261.



| npact of legislation and other external requirenents

There were no changes in environmental or other |egislative requirenents during
the year that have significantly inpacted the results or operations of the
Consol i dated Entity.

Future Devel opnents, Prospects and Busi ness Strategies

Strategic direction

GYMis primarily focused on the acquisition, exploration and devel opment of
thermal and nmetal lurgical coal projects in South Africa. The Conpany currently
has four coal projects in various stages of exploration as well as N mag, G/Ms
i nteri mcash produci ng asset which manuf actures N ckel Magnesi um Al |l oys.
Nimag's growmh strategy will be via the acquisition of simlar alloy or foundry
supply manufacturing enterprises.

The expl orati on and devel opnent of the four coal projects during the short and
mediumtermwill qualify G/Mas a significant coal producer, supplying mllions
of tonnes of thermal and netallurgical coal annually to South African and
export custoners.

GYM s Mooi plaats coal project is 2kmfromthe recently re-comm ssioned Canden
Power Station - near Ernelo in Munal anga and is expected to start producing
thermal and anthracitic coal in md 2008.

Expl oratory drilling on GYUMs other coal projects - Baobab and Thuli - | ocated
in the Linmpopo province of South Africa will conmence |ate 2007. Consultants
have been briefed to undertake feasibility studies on the transport
infrastructure fromthese coal projects to the Matola (Maputo, Mzanbi que) and
Ri chards Bay export coal termnals.

Signed on this 29th day of Septenber 2007 in accordance with a resol ution of
the Directors.

Si mon Farr el
Managi ng Director

GYM METALS LI M TED
I ncone St atenents
For the Year Ended 30 June 2007
Consol idated Entity

2007 2006

Not e $ $
REVENUE 2 62, 595, 362 32, 340, 604
Changes in inventories of finished
goods
and work in progress - (367, 491)
Raw material s and consunabl es used (48, 078, 842) (23, 529, 689)
Consul ti ng expenses (328, 744) (400, 187)
Enpl oyee expenses (6,410, 948) (3,516, 128)
Borrowi ng costs 3 (800, 799) (669, 044)
Depr eci ati on expenses 3 (175, 532) (242, 768)
Ofice rental , outgoings and parking (425, 164) (204, 865)
Decr ease/ (increase) dimnution in
val ue
of investnents (1, 666, 792) (4, 325)
Loss on investnments disposed of (40, 197)
Bad debt expense (306, 066) (1, 159)

Provi sion for non-recoverability of



| oans/

debtors (664, 067) -

Dimnution in value of control entities (6,488) -

O her expenses fromordinary activities (5,062, 962) (2,932,530)

Share of net profit/(losses) of

associ ate

accounted for using the equity nethod 8 - (98, 630)

Profit/(Loss) before income tax

(expense)/ benefi t 3 (1,331, 042) 333,591

I nconme tax (expense) / benefit 4 (2,216, 264) (566, 732)

Profit/(Loss) after tax (3,547, 306) (233, 141)

Qut side equity interest 20 (478, 742) (353, 870)

Net profit/(loss) attributable to

menbers of the parent entity (4,026, 048) (587, 011)

Basi ¢ earnings/(loss) per share

(in cents) 5 (4.72) (2.04)

Headl i ne earnings/ (|l oss) per share

(in cents) 5 (1.96) (1.54)

Parent Entity
2007 2006
$ $
REVENUE 1, 105, 766 380, 250

Changes in inventories of finished goods
and work in progress - -
Raw materi al s and consunabl es used

Consul ti ng expenses (328, 744) (342, 066)
Enpl oyee expenses (4,026, 233) (970, 187)
Borrowi ng costs - -
Depr eci ati on expenses (12, 923) (16, 043)
Ofice rental , outgoings and parking (5, 380) (60, 385)
Decr ease/ (i ncrease) dimnution in val ue

of investnents (1, 666, 792) (4, 325)
Loss on investnments di sposed of - (40, 197)
Bad debt expense - (1, 159)
Provi sion for non-recoverability of |oans/

debtors (375, 000) -
Dimnution in value of control entities (6,488) -
O her expenses fromordinary activities (1, 162, 894) (658, 856)

Share of net profit/(losses) of associate
accounted for using the equity nethod - -
Profit/(Loss) before inconme tax

(expense)/ benefi t (6,478, 688) (1,712,968)
I ncome tax (expense) / benefit - -
Profit/(Loss) after tax (6,478, 688) (1,712,968)

Qut side equity interest

Net profit/(loss) attributable to nenbers

of the parent entity (6,478, 688) (1,712,968)
Basi ¢ earnings/(loss) per share (in cents)

Headl i ne earnings/ (|l oss) per share

(in cents)

The acconpanying notes formpart of these financial statenents

GYM METALS LI M TED
Bal ance Sheets
as at 30 June 2007
Consolidated Entity
2007 2006
Not e $ $
CURRENT ASSETS



Cash assets

Recei vabl es

I nventory

TOTAL CURRENT ASSETS

NON CURRENT AS SETS

Recei vabl es

Assets held for sale

I nt angi bl es

Q her financial assets
Property, plant and equi pnent
Deferred tax assets

M ni ng assets

Expl orati on expenditure
TOTAL NON CURRENT ASSETS
TOTAL ASSETS

CURRENT LI ABI LI TI ES

Payabl es

Interest bearing liabilities
Provi si ons

Current tax liabilit
TOTAL CURRENT LI ABI L
NON CURRENT LI ABILIT
Payabl es

Interest bearing liabilities
TOTAL NON CURRENT LI ABI LI TI ES
TOTAL LI ABILITIES

NET ASSETS

EQUI TY

Contributed equity

Reserves

Accumul at ed | osses

TOTAL PARENT EQUI TY | NTEREST
QUTSI DE EQUI TY | NTEREST

TOTAL EQUITY

I ES

y
I
I ES

m-

CURRENT ASSETS

Cash assets

Recei vabl es

I nventory

TOTAL CURRENT ASSETS

NON CURRENT AS SETS

Recei vabl es

Assets held for sale

I nt angi bl es

Q her financial assets
Property, plant and equi prent
Deferred tax assets

M ni ng assets

Expl orati on expenditure
TOTAL NON CURRENT ASSETS
TOTAL ASSETS

CURRENT LI ABI LI TI ES
Payabl es

Interest bearing liabilities
Provi si ons

Current tax liability
TOTAL CURRENT LI ABI LI TI ES
NON CURRENT LI ABI LI TI ES

27(a)

12
10
11

13
13

14
15
16

14
15

17
18
19

20

61, 530, 490
8,984, 168
5,519, 744

76, 034, 402

94, 596
3,964, 042
12,928, 598
1, 648, 834
239, 686
67,852,973
1,123, 850
87,852,579
163, 886, 981

9, 319, 361

95, 355
1,711, 840
11, 126, 555

1, 375, 608
506, 261

1, 881, 869
13, 008, 424
150, 878, 557

177, 189, 359
5, 310, 652
(34, 692, 704)
147, 807, 306
3, 071, 250
150, 878, 557

2007
$

52,909, 170
4, 809, 348

57,718, 518

12, 097, 685

82,942,434
29,134

95, 069, 253
152,787,771

218, 856
232

(7,776)
211, 312

985, 333
6,374, 684
3, 245, 656

10, 605, 673

94, 596
7,441, 280
699, 992
1, 803, 312
36, 669

10, 075, 849
20, 681, 522

5, 940, 126
2,451, 628
125, 790
459, 586
8,977,130

1, 340, 777
2,702, 261
4,043,038
13, 020, 168
7,661, 354

35, 396, 353
426, 521

(30, 666, 656)
5, 156, 218
2,505, 136
7,661, 354

Parent Entity

2006
$

78,191
722,916

801, 107
4,522,652

4, 465, 409
27,845

9, 015, 906
9,817,013

328, 915
212

329, 127



Payabl es

Interest bearing liabilities
TOTAL NON CURRENT LI ABI LI TIES
TOTAL LI ABILITIES

NET ASSETS

EQUI TY

Contributed equity

Reserves

Accunul at ed | osses

TOTAL PARENT EQUI TY | NTEREST
QUTSI DE EQUI TY | NTEREST
TOTAL EQUI TY

The acconpanying notes formpart of these financial

GVM METALS LI M TED
Cash Flow Statenents
For the year ended 30 June 2007

Not e
Cash flows fromoperating activities
Interest received
Cash receipts in the course of
operations
Interest paid
Payments to suppliers and enpl oyees
Net cash generated by /(used in)
operating activities 27(b)
Cash flows frominvesting activities
Paynments for property, plant and
equi pnent
Proceeds fromthe sale of property,
pl ant and equi pnent
M neral assets acquired
Proceeds fromsale of equity
i nvest ment s
Payments for equity investnents
Loans (made to)/from other entities
Net cash received/ (paid) on
acqui sition of subsidiary 26(b)
Expl orati on costs
Net cash generated by / (used in)
i nvesting activities
Cash flows fromfinancing activities
Loans fromcontrolled entities
Proceeds fromissue of shares
Transaction costs fromissue of
shares
Loans to controlled entities
Loans repaid to other entities
Loans fromother entities
Net cash generated by financing
activities
Net increase/(decrease) in cash held
Ef fect of exchange rates of cash
hol dings in foreign currencies
Cash at begi nning of financial year
Cash at end of financial year 27(a)

7,046, 990

7,046, 990
7,258, 302
145, 529, 468

177, 189, 359

8,016, 118
(39, 676, 009)
145, 529, 468

145, 529, 468

statenents

6, 601, 208

6, 601, 208
6, 930, 335
2,886,678

35, 396, 353
687, 645

(33, 197, 320)
2,886, 678

2,886,678

Consol idated Entity

2007
$

555, 353
59, 382, 997

(800, 799)
(56, 475, 498)

2,662, 053

(198, 163)

3, 350
(10, 516, 450)

(75, 000)
(477, 667)

(11, 263, 930)

78, 334, 038
(2,778, 509)

(4, 647, 628)
34, 831

70,942,732
62, 340, 855

(820, 129)
49, 764
61, 530, 49

2006
$

84,578
31,48 2,520

(669, 044)
(30, 499, 820)

398, 234

(148, 489)
226, 511

(47, 576)

30, 446

543, 750
(57, 707)
(1,892, 452)

(1, 406, 409)
(977, 729)

1, 027, 493
49, 764



Cash flows fromoperating activities
I nterest received

Cash receipts in the course of
operations

Interest paid

Payments to suppliers and enpl oyees
Net cash generated by /(used in)
operating activities

Cash flows frominvesting activities
Payments for property, plant and
equi pnent

Proceeds fromthe sale of property,
pl ant and equi pnent

M neral assets acquired

Proceeds from sale of equity

i nvest ment s

Payments for equity investnents
Loans (made to)/from other entities
Net cash received/ (paid) on

acqui sition of subsidiary

Expl orati on costs

Net cash generated by / (used in)

i nvesting activities

Cash flows fromfinancing activities
Loans fromcontrolled entities
Proceeds fromissue of shares

Transaction costs fromissue of shares

Loans to controlled entities

Loans repaid to other entities

Loans fromother entities

Net cash generated by financing
activities

Net increase/(decrease) in cash held
Ef fect of exchange rates of cash

hol dings in foreign currencies

Cash at begi nning of financial year
Cash at end of financial year

The acconpanying notes formpart of
GYM METALS LI M TED

Statenments of Changes in Equity
as at 30 June 2007

O di nary
share
capital
$
Consol i dated entity
Bal ance at 1 July 2006 35, 396, 353
Shares issued during
t he year 144,571,514
Capital raising costs
i ncurred (2,778,509)

Adj ust ments from

transl ation of foreign

controlled entities -
Shar e based

Par ent

2007
$

474,576
241, 337

(1,717, 433)

(1,001, 520)

(14, 212)

(10, 516, 450)

(10, 530, 662)

78, 334, 038
(2,778, 509)
(10, 563, 335)

64, 992, 194
53, 460, 012

(629, 033)
78, 191
52, 909, 170

these financial statenents

For ei gn
Capi t al currency
profits transl ati on
reserve reserve
$ $
136, 445 (261, 124)
- (2,444, 342)

Entity
2006
$

30, 280
312, 266

(1,327, 010)

(984, 464)

226, 511

(47, 576)
34, 084

213,019

175, 391
543, 750
(57, 707)

661, 434
(110, 011)

188, 202
78,191

Shar e
options
reserve

551, 200



payment s

Loss attributable to
menbers of parent
entity

Profit attributable to
m nority sharehol ders
Mnority interest in
reserves

100% acqui sition of a
controlled entity
Mnority interest in a
controlled entity

Bal ance at 30 June
2007

Parent entity

Bal ance at 1 July 2006
Shares issued during

t he year

Transacti on costs
Shar e based

payment s

Loss attributable to
menbers of parent
entity

Bal ance at 30 June
2007

Consol idated entity
Bal ance at 1 July 2006
Shares issued during

t he year

Capital raising costs
i ncurred

Adj ust ments from
transl ation of foreign
controlled entities
Shar e based

payment s

Loss attributable to
menbers of parent
entity

Profit attributable to
m nority sharehol ders
Mnority interest in
reserves

100% acqui sition of a
controlled entity
Mnority interest in a
controlled entity

Bal ance at 30 June
2007

Parent entity

Bal ance at 1 July 2006
Shares issued during

t he year

Transacti on costs
Shar e based

- - - 7,328,473

177, 189, 359 136, 445 (2,705, 466) 7,879,673
35, 396, 353 136, 445 - 551, 200
144,571, 514 - - -
(2,778, 509) - - -
- - - 7,328,473
177, 189, 359 136, 445 - 7,879, 673

Qut si de

Accumul at ed Equity

| osses Tot al interests

$ $ $

(30, 666, 656) 5, 156, 218 2,505, 136

- 144,571, 514 -

- (2,778, 509) -

- (2, 444, 342) -

- 7,328,473 -

(4, 026, 048) (4, 026, 048) -

- - 478,742

) - (31, 133)

- - (2,952, 745)

. - 3,071, 251

(34,692, 704) 147, 807, 306 3,071, 251

(33, 197, 320) 2,886,678 -

- 144,571, 514 -

- (2,778, 509) -



paynment s

Loss attributable to
menbers of parent
entity

Bal ance at 30 June
2007

O di nary
share capita
$
34, 500, 935
Bal ance at 1 July
2005
Shares issued
during the year 953, 125
Capital raising costs
i ncurred (57, 707)

Adj ust ments from
transl ation of foreign
controlled entities -
Shar e based

paynment s -
Loss attributable to

menbers of parent entity -
Loss attributable to

mnority

shar ehol der s -
M nority interest

in reserves -
Pr ef erence shares

acquired by

parent entity -
Bal ance at 30
June 2006

Parent entity

Bal ance at 1 July
2005

Shares i ssued
during the year
Transaction costs
Shar e based
paynment s -
Loss attributable to

menbers of parent

entity -
Bal ance at 30
June 2006

35, 396, 353

34, 500, 935

953, 125
(57, 707)

35, 396, 353

Bal ance at 1 July 2005

Shares issued during the year
Capital raising costs incurred
Adj ust ments from

translation of foreign

(6, 478, 688)

(39, 676, 008)

Capita
profits
reserve

$
136, 445

136, 445

136, 445

136, 445

Accunul at
ed | osses

$

(30, 079, 645)

7,328,473 -

(6,478, 688) -

145, 529, 468 -
For ei gn
currency

transl ati on Shar e

reserve options

$ $

1, 108, 117 -
(1, 369, 241)

- 551, 200

(261, 124) 551, 200

- 551, 200

- 551, 200

Cut si de

Equity

Tot al interests

$ $

5, 665, 852 3, 306, 117

953, 125 -

(57,707) -



controlled entities - (1, 369, 241) -
Share based paynents - 551, 200 -
Loss attributable to

menbers of parent entity (587,011) (587, 011) -
Loss attributable to

m nority sharehol ders - - (353, 870)
Mnority interest in reserves - - 221, 480
Pref erence shares

acquired by parent entity - - (668, 591)
Bal ance at 30 June 2006 (30, 666, 656) 5, 156, 218 2,505, 136
Parent entity

Bal ance at 1 July 2005 (31, 484, 352) 3,153, 028 -
Shares issued during the year - 953, 125 -
Transaction costs - (57, 707) -
Share based paynents - 551, 200 -
Loss attributable to

menbers of parent entity (1,712,968) (1,712,968) -
Bal ance at 30 June 2006 (33,197, 320) 2,886, 678 -

GYM METALS LI M TED
Notes to and form ng part of the Financial Statenents
for the year ended 30 June 2007

1. STATEMENT OF S| GNI FI CANT ACCOUNTI NG POLI CI ES

The financial report is a general purpose financial report that has been
prepared in accordance with Australian Accounting Standards, including
Australian Accounting Interpretations, other authoritative pronouncenents of
the Australian Accounting Standards Board and the Corporations Act 2001.

The financial report covers the economic entity of GYUM Metals Linmted and
controlled entities, and GYUM Metals Limted as an individual parent entity. G/M
Metals Limited is a listed public conpany, incorporated and domiciled in
Australi a.

The financial report of GYUM Metals Limted and controlled entities, and G/M
Metals Limted as an individual parent entity conply with all Australian
equi valents to International Financial Reporting Standards (A FRS) in their
entirety.

The following is a sutmmary of the nmaterial accounting policies adopted by the
econom c entity in the preparation of the financial report. The accounting
pol i ci es have been consistently applied, unless otherw se stated.

(a) Basis of Preparation

Reporting Basis and Conventi ons

The financial report has been prepared on an accruals basis and is based on
hi storical costs nodified by the revaluation of selected non-current assets,
financial assets and financial liabilities for which the fair value basis of
accounting has been appli ed.

(b) Principles of Consolidation
A controlled entity is any entity GYUM Metals Limted has the power to contro
the financial and operating policies of so as to obtain benefits fromits

activities.

Alist of controlled entities is contained in note 26 the financial statenments.
Al controlled entities have a June financial year-end.



Al'l inter-conpany bal ances and transactions between entities in the economc
entity, including any unrealised profits or |osses, have been elimnated on
consol i dation. Accounting policies of subsidiaries have been changed where
necessary to ensure consistencies with those policies applied by the parent
entity.

VWhere controlled entities have entered or |left the economc entity during the
year, their operating results have been included/excluded fromthe date contro
was obtained or until the date control ceased.

Mnority equity interests in the equity and results of the entities that are
controlled are shown as a separate itemin the consolidated financial report.

(c) Revenue Recognition

Revenues are recogni sed at fair value of the consideration received net of the
amount of goods and services tax ("GST"). Exchanges of goods or services of the
same nature and val ue wi thout any cash consideration are not recognised as
revenues.

Sal e of goods

Revenue fromthe sal e of nickel magnesium alloys (N Mag), ferro-nicke
magnesi um al | oys (FeNi Mag), ferro-silicon nmagnesi um alloys (FeSi Mag) and ot her
master alloys are recogni sed when control of the goods passes to the custoner.
For local sales this is usually when the custonmer receives the goods. For
export sales it is determ ned based on individual sales agreenents,

however, control usually passes when the goods are received by the shipping
agent and the bill of lading is sighted by the custoner.

I nterest Revenue
Interest revenue is recognise as it accrues, taking into account the effective
yield of the financial asset.

Sal e of non-current assets

The gain or loss on disposal is calculated as the difference between the
carrying anount of the asset at the tinme of disposal and the net proceeds on
di sposal

(d) Mning Tenenents and Expl oration and Devel opment Expenditure
M ning tenenments are carried at cost, |ess accunul ated inpairnment |osses.

Expl orati on, eval uation and devel opnment expenditure incurred is accunulated in
respect of each identifiable area of interest. These costs are only carried
forward to the extent that they are expected to be recouped through the
successful devel opnent of the area or where activities in the area have not yet
reached a stage that pernmits reasonabl e assessnent of the exi stence of
econom cal ly recoverabl e reserves. Accunul ated costs in relation to an
abandoned area are witten off in full against profit in the year in which the
deci sion to abandon the area is nade.

When producti on comences, the accunul ated costs for the rel evant area of
interest are anortised over the life of the area according to the rate of
depl etion of the economically recoverable reserves.

A regular review is undertaken of each area of interest to deternine the
appropriateness of continuing to carry forward costs in relation to that area
of interest.

Costs of site restoration are provided over the life of the facility from when
expl orati on commences and are included in the costs of that stage. Site



restoration costs include the dismantling and renoval of mning plant,

equi prent and buil ding structures, waste renoval, and rehabilitation of the
site in accordance with clauses of the nmining permts. Such costs have been
determ ned using estimates of future costs, current |egal requirenents and

technol ogy on an undi scounted basis.

Any changes in the estimates for the costs are accounted on a prospective
basi s.

(e) Goods and Services Tax

Revenues, expenses and assets are recogni sed net of the ampbunt of GST, except
where the anpbunt of GST incurred is not recoverable fromthe Australian Tax
Ofice. In these circumstances the GST is recognised as part of the cost of
acquisition of the asset or as part of an itemof the expense. Receivabl es and
payabl es in the bal ance sheet are shown inclusive of GST.

Cash flows are presented in the cash flow statenent on a gross basis, except
for the GST conponent of investing and financing activities, which are
di scl osed as operating cash flows.

(f) Acquisition of Assets

Al'l assets acquired including property, plant and equi pment and i ntangi bl es
other than goodwill are initially recorded at their cost of acquisition at the
date of the acquisition, being the fair value of the consideration provided
plus incidental costs directly attributable to the acquisition. Wen equity
instruments are issued as consideration, their narket price at the date of the
acquisition is used as fair val ue except where the notional price at which they
could be placed in the market is a better indication of fair val ue.

(g) Property, Plant & Equi pnent

Each cl ass of property, plant and equipnent is carried at cost |ess, where
appl i cabl e, any accunul ated depreci ati on and i npairment | osses.

Property

Freehol d I and and buil dings are shown at cost. The carrying amount of freehold
and buildings are reviewed annually by directors to ensure it is not in excess
of the recoverabl e amobunt from these assets.

Pl ant and Equi pnent
Pl ant and equi pnent are neasured on the cost basis.

The carrying anount of plant and equi pnent is reviewed annually by directors to
ensure it is not in excess of the recoverable anbunt fromthese assets. The
recoverabl e anpbunt is assessed on the basis of the expected net cash flows that
will be received fromthe asset's enpl oynent and subsequent disposal. The
expected net cash flows have been discounted to their present values in

det erm ni ng recover abl e anbunts.

The cost of fixed assets constructed within the economic entity includes the
cost of materials, direct |abour, borrowing costs and an appropriate proportion
of fixed and variabl e overheads.

Subsequent costs are included in the asset's carrying anount or recognised as a
separate asset, as appropriate, only when it is probable that future econonic
benefits associated with the itemw Il flowto the group and the cost of the
itemcan be neasured reliably. Al other repairs and mai ntenance are charged to
the income statenment during the financial period in which they are incurred.



Increases in the carrying anount arising on revaluation of |and and buil di ngs
and property plant and equi pnent are credited to a revaluation reserve in
equity. Decreases that offset previous increases of the same asset are charged
against fair value reserves directly in equity; all other decreases are charged
to the incone statenent. Each year the difference between depreciation based on
t he reval ued carryi ng anount of the asset charged to the inconme statenent and
depreci ati on based on the asset's original cost is transferred fromthe

reval uati on reserve to retained earnings.

(h) Depreciation and Anortisation

The depreci able anpbunt of all fixed assets including buildings and capitalised

| eased assets, but excluding freehold land, is depreciated on the straight line
and reduci ng bal ance net hods over their estinated useful lives to the economc

entity commencing fromthe tine the asset is held ready for use. Leasehold

i nprovenents are depreciated over the shorter of either the unexpired period of
the | ease or the estimted useful lives of the inprovenents.

The depreciation and anortisation rates used for each class of assets are as
fol | ows:

Range - 2007 Range - 2006
Furniture, fittings and office equi pment 13% - 50% 13% - 50%
Mot or vehi cl es 20% - 33% 20% - 33%
Pl ant & equi pnent 20% 20%
Leasehol d | nprovenents 25% 20%
Bui | di ngs 20% 20%
The assets' residual values and useful lives are reviewed, and adjusted if

appropriate, at each bal ance sheet date. An asset's carrying anbunt is witten
down i mediately to its recoverable anount if the asset's carrying amount is
greater than its estimated recoverabl e anount. Gains and | osses on disposals
are determ ned by conparing proceeds with the carrying amount. These gai ns and
| osses are included in the incone statenment. Wen reval ued assets are sol d,
amounts included in the revaluation reserve relating to that asset are
transferred to retai ned earnings.

(i) Inpairnent of Assets

At each reporting date, the group reviews the carrying values of its tangible
and intangi bl e assets to determ ne whether there is any indication that those
assets have been inpaired. If such an indication exists, the recoverabl e amunt
of the asset, being the higher of the asset's fair value | ess costs to sell and
value in use, is conpared to the asset's carrying value. Any excess of the
asset's carrying value over its recoverable anount is expensed in the incone
stat enment.

I mpai rment testing is performed annually for goodw Il and intangible assets
with indefinite |ives.

Where it is not possible to estinate the recoverabl e anount of an individua
asset, the group estimates the recoverabl e anpbunt of the cash -generating unit
to which the asset bel ongs.

(j) I'ncone Tax

The charge for current incone tax expense is based on the profit for the year
adj usted for any non-assessable or disallowed itens. It is calculated using the
tax rates that have been enacted or are substantially enacted by the bal ance
date.



Deferred tax is accounted for using the balance sheet liability nmethod in
respect of tenporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements. No deferred
tax will be recognised fromthe initial recognition of an asset or liability,
excl udi ng a busi ness conbi nati on, where there is no effect on accounting or
taxabl e profit or |oss.

Deferred tax is calculated at the tax rates that are expected to apply to the
peri od when the asset is realised or liability is settled. Deferred tax is
credited in the incone statenent except where it relates to itens that may be
credited directly to equity, in which case the deferred tax is adjusted agai nst

equity.

Deferred incone tax assets are recognised to the extent that it is probable
that future tax profits will be avail abl e agai nst whi ch deductible tenporary
di fferences can be utilised.

The armount of benefits brought to account or which nmay be realised in the
future is based on the assunption that no adverse change will occur in incone
tax legislation and the anticipation that the economic entity will derive
sufficient future assessable inconme to enable the benefit to be realised and
conply with the conditions of deductibility inposed by the |aw.

During the 2002/03 financial year, |legislation was enacted to all ow groups,
conprising of a parent entity and its Australian resident wholly owned
entities, to elect to consolidate and be treated as a single entity for incone
tax purposes. The legislation, which includes both elective and nandatory
elements, is applicable to the Consolidated Entity. As at 30 June 2007, the
directors of the Conpany have not nade a decision to elect to be taxed as a
single entity. The financial effect of the |egislation has not been brought to
account in the financial statenents for the year 30 June 2007.

(k) Leases

Leases of fixed assets where substantially all the risks and benefits
incidental to the ownership of the asset (but not the | egal ownership) are
transferred to entities in the econonic entity, are classified as finance
| eases.

Fi nance | eases are capitalised by recording an asset and a liability at the

| ower of the anounts equal to the fair value of the | eased property or the
present value of the nmininmumlease paynents, including any guaranteed residua
val ues. Lease payments are allocated between the reduction of the |ease
liability and the | ease interest expense for the period.

Leased assets are depreciated on a straight-line basis over the shorter of
their estimated useful lives or the |lease term

Lease paynents for operating | eases, where substantially all the risks and
benefits remain with the | essor, are charged as expenses in the periods in
whi ch they are incurred.

Lease incentives under operating | eases are recognised as a liability and
anortised on a straight- |ine basis over the life of the | ease term

(1) Receivables
Amounts receivable fromthird parties are carried at anmounts due. The

recoverability of the debts is assessed at bal ance date and specific provision
is made for any doubtful accounts.



(m Foreign Currency Transactions and Bal ances

Functional and presentation currency

The functional currency of each of the group's entities is neasured using the
currency of the primary econonic environment in which that entity operates. The
consol idated financial statenents are presented in Australian dollars which is
the parent entity's functional and presentation currency.

Transacti on and bal ances

Foreign currency transactions are translated into functional currency using the
exchange rates prevailing at the date of the transaction. Foreign currency
nonetary items are translated at the year-end exchange rate. Non-nonetary itens
nmeasured at historical cost continue to be carried at the exchange rate at the
date of the transaction. Non-nonetary itens nmeasured at fair value are reported
at the exchange rate at the date when fair val ues were determ ned.

Exchange differences arising on the translation of nonetary itens are
recogni sed in the income statenment, except where deferred in equity as a
qual i fying cash flow or net investnent hedge.

Exchange difference arising on the translation of non-nonetary itens are
recogni sed directly in equity to the extent that the gain or loss is directly
recogni sed in equity, otherw se the exchange difference is recognised in the
i ncome statemnent.

Group conpani es

The financial results and position of foreign operations whose functiona
currency is different fromthe group's presentation currency are translated as
fol | ows:

1. Assets and liabilities are translated at year-end exchange rates prevailing
at that reporting date;

2. Incone and expenses are translated at average exchange rates for the period;
and

3. Retained profits are translated at the exchange rates prevailing at the date
of the transaction.

Exchange differences arising on translation of foreign operations are
transferred directly to the group's foreign currency translation reserve in the
bal ance sheet. These differences are recognised in the income statement in the
period in which the operation is disposed.

(n) Inventories

Inventories are neasured at the |ower of cost and net realisable value. The
cost of manufactured products includes direct materials, direct |abour and an
appropriate portion of variable and fixed overheads. Overheads are applied on
the basis of normal operating capacity. Costs are assigned on the basis of

wei ght ed average costs.

(o) Financial Instruments

Recogni ti on

Financial instruments are initially neasured at cost on trade date, which

i ncl ude transaction costs, when the related contractual rights and obligations
exi st. Subsequent to initial recognition, these instrunents are measured as set
out bel ow.



Fi nanci al assets at fair value through profit and | oss

A financial asset is classified in this category if acquired principally for

t he purpose of selling in the short termor if so designated by managenent and
within the requirenments of AASB 139: Financial Instrunents - Recognition and
Measurenent. Derivatives are also categorised as held for tradi ng unless they
are designated as hedges. Realised and unrealised gains and | osses arising from
changes in the fair value of these assets are included in the incone statenent
in the period in which they arise.

Loans and receivabl es

Loans and receivables are non-derivative financial assets with fixed or

det erm nabl e paynents that are not quoted in an active market and are stated at
anortised cost using the effective interest rate nethod.

Hel d-to-maturity investnents

These investnments have fixed maturities, and it is the group's intention to
hold these investnents to maturity. Any held-to-maturity investnents held by
the group are stated at anortised cost using the effective interest rate

nmet hod.

Avai |l abl e-for-sal e financial assets

Avai |l abl e-for-sale financial assets include any financial assets not included
in the above categories. Available-for-sale financial assets are reflected at
fair value. Unrealised gains or |losses arising fromchanges in fair value are
taken directly to equity.

Financial Liabilities
Non-derivative financial liabilities are recognised at anorti sed cost,
conprising original debt |ess principal payments and anortisation

Derivative Instrunents

Derivative instrunents are neasured at fair value. Gins and | osses arising
fromchanges in fair value are taken to inconme statement unless they are
desi gnat ed as hedges.

GYM Metals Limted and Controlled Entities designate certain derivatives as
ei t her;

1. hedges of the fair value of recognised assets or liabilities or a firm
conmtrent (fair value hedge); or

2. hedges of highly probable forecast transactions (cash fl ow hedges).

At the inception of the transaction the rel ationship between hedgi ng
instrunents and hedged itens, as well as its risk managenent objective and
strategy for undertaking various hedge transactions is docunented.

Assessnents, both at hedge inception and on an ongoi ng basis, of whether the
derivatives that are used in hedging transacti ons have been and will continue
to be highly effective in offsetting changes in fair values or cash flows of
hedged itens, are al so docunent ed.

Fai r val ue hedge

Changes in the fair value of derivatives that are designated and qualify as
fair value hedges are recorded in the inconme statenment, together with any
changes in the fair value of the hedge asset or liability that are attributable
to the hedged ri sk.

Cash fl ow hedge
The effective portion of changes in the fair value of derivatives that are
designated and qualify as cash flow hedges is deferred to a hedge reserve in



equity. The gain or loss relating to the ineffective portion is recognised
i mediately in the incone statenent.

Amount s accurul ated in the hedge reserve in equity are transferred to the
i ncome statement in the periods when the hedged itemw Il affect profit or
| oss.

Fair Val ue

Fair value is determ ned based on current bid prices for all quoted

i nvest nents. Val uation techniques are applied to deternmine the fair value for
all unlisted securities, including recent arns | ength transactions, reference
to simlar instrunents and option pricing nodels.

| mpai r ment

At each reporting date, the group assess whether there is objective evidence
that a financial instrunent has been inpaired. In the case of

avai | abl e-for-sale financial instruments, a prolonged decline in value of the
instrument is considered to determ ne whether inpairnment has arisen

| mpai rment | osses are recognised in the income statement.

(p) Goodwi | |

Goodwi I and goodwi Il on consolidation are initially recorded at the anobunt by
whi ch the purchase price for a business or for an ownership interest in a
controlled entity exceeds the fair value attributed to its net assets at date
of acquisition. Goodwi |l on acquisition of subsidiaries is included in

i ntangi bl e assets. Goodwi Il on acquisition of associates is included in

i nvestments in associates. Goodwill is tested annually for inpairment and
carried at cost |less accunul ated inpairnment [osses. Gains and | osses on the

di sposal of an entity include the carrying amount of goodwill relating to the
entity sold.

(q) Accounts Payabl e

Liabilities are recognised for anounts to be paid in the future for goods or
services received, whether or not billed to the Conpany or Consolidated Entity.
Trade accounts payable are nornally settled within 45 days.

(r) Investnents in Associates

I nvestments in associ ate conpani es are recognised in the financial statenents
by applying the equity nethod of accounting. The equity nethod of accounting
recogni sed the G oup's share of post-acquisition reserves of its associ ates.

(s) Enpl oyee Benefits

Provision is nade for the conpany's liability for enployee benefits arising
from services rendered by enpl oyees to bal ance sheet date. Enployee benefits
that are expected to be settled within one year have been neasured at the
amounts expected to be paid when the liability is settled, plus related
on-costs. Enmpl oyee benefits payable | ater than one year have been neasured at
the present value of the estimated future cash outflows to be made for those
benefits.

Equi ty-settl ed compensation

Shar e- based conpensati on benefits are provided to enpl oyees via an Executive
Share Option Schene.

Share options granted before 7 Novenber 2002 and/or vested before 1 July 2006

No expense is recognised in respect of these options. The shares are recogni sed



when the options are exercised and the proceeds received allocated to share
capital.

Share options granted after 7 Novenmber 2002 and/or vested after 1 July 2006

The fair value of options under the Executive Share Option Schene is recognised
as an enpl oyee benefit expense with a corresponding increase in equity. The
fair value is neasured at grant date and recogni sed over the period during

whi ch the enpl oyees becone unconditionally entitled to the options.

The fair value at grant date is independently deterni ned using a Binoma
option valuation nodel that takes into account the exercise price, the term of
the option, the vesting and performance criteria, the inmpact of dilution, the
non-tradabl e nature of the option, the share price at grant date and expected
price volatility of the underlying share, the expected dividend yield and the
risk-free interest rate for the termof the option

Upon t he exercise of options, the balance of the share-based paynments reserve
relating to those options is transferred to share capital

(t) Provisions

Provi si ons are recogni sed when the group has a | egal or constructive
obligation, as a result of past events, for which it is probable that an
out fl ow of econonic benefits will result and that outflow can be reliably
nmeasur ed.

(u) Cash and Cash Equival ents

Cash and cash equival ents include cash on hand, deposits held at call with
banks, other short- termhighly liquid investments with original maturities of
twel ve nmonths or |ess, and bank overdrafts. Bank overdrafts are shown within
short-termborrowings in current liabilities on the bal ance sheet.

(v) Borrow ng Costs

Borrowi ng costs directly attributable to the acquisition, construction or
producti on of assets that necessarily take a substantial period of tinme to
prepare for their intended use or sale, are added to the cost of those assets,
until such tine as the assets are substantially ready for their intended use or
sal e.

Al'l other borrowi ng costs are recognised in incone in the period in which they
are incurred.

(w) Earnings per Share

Basi c earnings per share ("EPS") is calculated by dividing the net profit
attributable to menbers of the parent entity for the reporting period, after
excludi ng any costs of servicing equity (other than ordinary shares), by the
wei ght ed average nunber of ordinary shares of the Conmpany, adjusted for any
bonus i ssue.

(x) Comparative Figures

When required by Accounting Standards, conparative figures have been adjusted
to conformto changes in presentation for the current financial period.

(y) Critical Accounting Estimates and Judgenents

The directors evaluate estimtes and judgnments incorporated into the financial



report based on historical know edge and best avail able current information.
Esti mat es assune a reasonabl e expectation of future events and are based on
current trends and econonic data, obtained both externally and within the

group.

The resulting accounting estimates and judgenments may differ fromthe rel ated
actual results and may have a significant effect on the carrying anounts of
assets and liabilities within the next financial year and on the ampunts
recogni sed in the financial statements. Information on such estimtes and

j udgenents are contained in the accounting policies and/or notes to the
financial statements.

Key accounting estimates include:

- Asset carrying value and inpairnent charges;

- Capitalisation and inpairment of exploration and eval uati on expenditure.

- Critical judgenents in applying the entity's accounting policies include
det er m ni ng:

- The effectiveness of forward foreign exchange contracts (Note 1(p)).

COVPANY DETAI LS
The registered office of the Conpany is:

G/M Metals Limted

Level 1, 173 Munts Bay Road
Perth WA 6000

Australia
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1st Fl oor, GVM House
Pi newood O fice Park
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Wbodnead 2191

South Africa
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Si non Farrell
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