





Financial Statements

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

Economic Entity Parent Entity
2007 2006 2007 2006

Weighted Weighted Weighted

Average Average Average Weighted
Exercise Exercise Exercise

Pri Price Price Average

Number of riee Number of Number of Number of  Exercise

Options $ Options $ Options $ Options Price

Outstanding at the

beginning of the 6,290,000 $0.268 2,250,000 $0.30 6,290,000 $0.268 2,250,000 $0.30
year

Granted 3,250,000 $0.2346 4,040,000 $0.25 3,250,000 $0.2346 4,040,000 $0.25
Forfeited - - - - - - - -
Exercised - - - - - - - -
Expired - - - - - - - -

Outstanding at
9,540,000 $0.2566 6,290,000 $0.268 9,540,000 $0.2566 6,290,000 $0.268
year-end

Exercisable at

car-end 9,540,000 $0.2566 6,290,000 $0.268 9,540,000 $0.2566 6,290,000 $0.268
year-

The options outstanding at 30 June 2007 had a weighted average exercise price of $0.2566 and a remaining weighted average
contractual life of 1.4313 years.

The weighted average fair value of the options granted during the year was $0.0346. This price was calculated by using a Black
Scholes option pricing model applying the following inputs:

Exercise Price $0.2346
Time to maturity 2.41 years
Underlying share price $0.1608

Expected share price volatility 62.31%
Risk free interest rate 6.150%
NOTE 19: EVENTS SUBSEQUENT TO REPORTING DATE

On 7 July 2007, the Company issued 300,000 Share at 17c per shares as part of the project generation agreement entered into in
March 07.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

Economic Entity Parent Entity
2007 2006 2007 2006
$ $ $ $
NOTE 20: RELATED PARTY TRANSACTIONS

Transactions between related parties are on normal
commercial terms and conditions no more favourable than
those available to other parties unless otherwise stated.

Transactions with related parties:
Jay Stephenson

Drake Resources Limited rents office space from Jay 7,288 9,600 7,288 9,600
Stephenson

Wolfstar Group Pty Ltd

Mr Fraser and Mr Stephenson, non-executive 75,330 60,000 75,330 60,000
Directors of Drake Resources Limited, are Directors

and Shareholders of Wolfstar Group Pty Ltd. Mr

Stephenson provides Company Secretarial and Chief

Financial Officer duties to Drake Resources

NOTE 21: Capital Commitments
Capital expenditure commitments:
Capital expenditure commitments contracted for:

Exploration tenement minimum expenditure 590,804 360,485 590,804 360,485
requirements

Payable:

- not later than 12 months 295,910 209,392 295,910 209,392

- between 12 months and 5 years 294,894 151,093 294,894 151,093

- greater than 5 years - - - -
590,804 360,485 590,804 360,485
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007
NOTE 22: FINANCIAL INSTRUMENTS
a. Financial Risk Management

The Group’s financial instruments consist mainly of deposits with banks, short-term investments, accounts receivable and
payable, loans to and from subsidiaries, bills and leases.

The main purpose of non-derivative financial instruments is to raise finance for Group operations.
The Group does not speculate in the trading of derivative instruments.
i. Treasury Risk Management

The board meets on a regular basis to analyse currency and interest rate exposure and to evaluate treasury
management strategies in the context of the most recent economic conditions and forecasts.

ii. Financial Risks

The main risks the Group is exposed to through its financial instruments are, foreign currency risk, liquidity risk, and
credit risk.

Foreign currency risk

The Group is exposed to fluctuations in foreign currencies arising from the sale and purchase of goods and services in
currencies other than the Group’s measurement currency.

Liquidity risk
The Group manages liquidity risk by monitoring forecast cash flows and ensuring that adequate unutilised borrowing
facilities are maintained.

Credit risk

The maximum exposure to credit risk, excluding the value of any collateral or other security, at balance date to
recognised financial assets, is the carrying amount, net of any provisions for impairment of those assets, as disclosed
in the balance sheet and notes to the financial statements.

The economic entity does not have any material credit risk exposure to any single receivable or group of receivables
under financial instruments entered into by the economic entity.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007
NOTE 22: FINANCIAL INSTRUMENTS
b.  Financial Instruments
i. Derivative Financial Instruments
The economic entity had no derivative financial instruments at 30 June 2007
ii. Interest Rate Risk

The economic entity’s exposure to interest rate risk, which is the risk that a financial instrument’s value will fluctuate
as a result of changes in market interest rates, and the effective weighted average interest rate for each class of
financial assets and financial liabilities comprises:

2007 Floating Fixed Interest  Fixed Interest Non-interest 2007 total
Interest Rate maturingin1  maturing over bearing
year or less 1 to 5 years
$ $ $ $ $
Financial assets
Cash Assets 356,666 - - - 356,666
Receivables - - - 75,103 75,103
Other financial assets 822,500 822,500
356,666 - - 897,603 1,254,269

Weighted average
Interest rate 4.35%
Financial Liabilities
Payables - - - 121,624 121,624
- - - 121,624 121,624

Weighted average interest rate

Net financial assets 356,666 - - 775,979 1,132,645
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

2006 Floating Fixed Interest  Fixed Interest
Interest Rate maturingin1l  maturing over
year or less 1to 5 years
$ $ $
Financial assets
Cash Assets 975,243 - -
Receivables - - -

Other financial assets

975,243 - -
Weighted average
Interest rate 5.42%
Financial Liabilities
Payables - - -
Weighted average interest rate
Net financial assets 975,243 - -

iii. Net Fair Values

Non-interest
bearing

27,001
852,500
879,501

76,910
76,910

802,591

2007 total

975,243
27,001
852,500

76,910
76,910

1,777,834

The economic entity’s exposure to interest rate risk, which is the risk that a financial instrument’s value will fluctuate

as a result of changes in market interest rates, and the effective weighted average interest rate for each class of

financial assets and financial liabilities comprises:

— Other assets and other liabilities approximate their carrying value.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

Aggregate net fair values and carrying amounts of financial assets and financial liabilities at balance date.

2007 2006
Carrying Net Fair Carrying Net Fair
Amount Value Amount Value
$000 $000 $000 $000
Financial Assets
Loans and receivables 75,103 75,103 27,001 27,001
Available for sale - financial assets 822,500 822,500 852,500 852,500
879,501 879,501 879,501 879,501
Financial Liabilities
Other liabilities 121,624 121,624 76,910 76,910
121,624 121,624 76,910 76,910

NOTE 23: CHANGE IN ACCOUNTING POLICY
a. The group has adopted the following Accounting Standards for application on or after 1 July 2005.
— AASB 132: Financial Instruments: Disclosure and Presentation; and

The changes resulting from the adoption of AASB 132 relate primarily to increased disclosures required under the
Standard and do not affect the value of amounts reported in the financial statements.

b. The following Australian Accounting Standards have been issued or amended and are applicable to the parent and
economic entity but are not yet effective. They have not been adopted in preparation of the financial statements at
reporting date.

The following Australian Accounting Standards have been issued or amended and are applicable to the parent and consolidated
group but are not yet effective. They have not been adopted in preparation of the financial statements at reporting date.
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AASB
Amendment

AASB

2005-10:
Amendments
to Australian
Accounting
Standards

AASB 7:
Financial
Instruments:
Disclosures

Standards Affected

AASB 1: First time adoption of AIFRS
AASB 4: Insurance Contracts

AASB 101: Presentation of Financial
Statements

AASB 114: Segment Reporting
AASB 117: Leases
AASB 133: Earnings per Share

AASB 1023: General Insurance
Contracts

AASB 1038: Life Insurance Contracts

AASB 139: Financial Instruments:
Recognition and Measurement

AASB 132: Financial Instruments:
Disclosure and Presentation

NOTE 24: CONTINGENT LIABILITIES

Outline of Amendment Application
Date of

Standard
1Jan 2007

The disclosure requirements of

AASB 132: Financial Instruments:

Disclosure and Presentation have

been replaced due to the issuing

of AASB 7: Financial Instruments:

Disclosures in August 2005. These

amendments will involve changes

to financial instrument disclosures

within the financial report.

However, there will be no direct

impact on amounts included in the

financial report as it is a disclosure

standard.

There are no contingent liabilities as at 30 June 2007. (2006: none)

NOTE 25: COMPANY DETAILS

The principal and registered office of the Company is:

Drake Resources Ltd
6/34 York Street
NORTH PERTH WA 6006

Application
Date for
Group
1 July 2007
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Director’s Declaration

The Directors of the Company declare that:

1 The financial statements, comprising the income statement, balance sheet, cash flow statement, statement of changes in
equity accompanying notes are in accordance with the Corporations Act 2001 and:

(a) Comply with Accounting Standards and the Corporations Regulations 2001; and

(b) Give a true and fair view of the financial position as at 30 June 2007, and of the performance for the year ended on
that date of the Company and consolidated entity.

2 In the Directors’ opinion, there are reasonable grounds to believe that the Company will be able to pay its debts as and
when they become due and payable.

3 The Directors have been given the declarations by the Chief Executive Officer and Chief Financial Officer required by
section 295A.

This declaration is made in accordance with a resolution of the Board of Directors and is signed for and on behalf of the
Directors by:

This declaration is made in accordance with a resolution of the Board of Directors and is signed for and on behalf of the
Directors by:

JAY STEPHENSON
Director

Dated 28th September 2007.
Perth WA
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Independent Audit Report

RiXLEVYFOWLER

= ATE DTV Directors
AuDIT €& CORPORATE PTY LTD il B
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Independent Audit Report 2 Kings Pok Road,

To the Members of Drake Resources Limited

We have audited the accompanying financial report of Drake Resources Limited (the company) and Drake

Resources Limited and Controlled Entities (the consolidated entity), which comprises the balance sheet as Ph: 08 9226 4500
at 30 June 2007, and the income statement, statement of changes in equity and cash flow statement for Fax: 08 9226 4300
the year ended on that date, a summary of significant accounting pelicies and other explanatory notes and rixlevyfowler.com.au
the directors’ declaration of the consolidated entity comprising the company and the entities it controlled at ABN 33 121 222 802
the year's end or from time to time during the financial year,

As permitted by the Corporations Regulations 2001, the company has disclosed information about the
remuneration of directors and executives (remuneration disclosures), required by Accounting Standard
AASE 124: Related Party Disclosures, under the heading “Remuneration Report” in pages 27 to 32 of the
directors’ report and not in the financial report.

Directors Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the financial
report in accordance with Australian Accounting Standards (including the Awustralian Accounting
Interpretations) and the Corporations Act 2001. This responsibility includes establishing and maintaining
internal control relevant to the preparation and fair presentation of the financial report that is free from
material misstaternent, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances. In Mote 1, the
directors alsc state, in accordance with Accounting Standards AASB 101: Presentation of Financial
Statements, that compliance with the Australian equivalents to International Financial Reporting Standards
{IFRS) ensures that the financial report, comprising the financial statements and notes, complies with
IFRS.

The directors also are responsible for preparation and presentation of the remuneration disclosures
contained in the directors' report in accordance with the Corporations Regulations 2001.

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 in the directors’ report comply with Accounting Standard AASE 124.
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Independent Audit Report

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial report. The procedures selected depend on the auditor's 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, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial report in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall presentation of the financial report and
the remuneration disclosures in the directors’ 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 followed applicable independence requirements of Australian professional ethical pronouncements
and the Corporations Act 2001.

Auditor’s Opinion
In our opinion:

a. The financial report of Drake Resources Limited and its Controlled Entities is in accordance with the Corporations Act 2001,
including:

i. giving a true and fair view of the company’s and consolidated entity's financial position as 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;

b. The financial report also complies with International Financial Reporting Standards as disclosed in Note 1; and

c. The remuneration disclosures that are contained in pages 27 - 32 of the directors’ report comply with Accounting Standard
AASBE 124,

A fevy foncbor—

RIX LEVY FOWLER RANKO MATIC
Audit & Corporate Pty Ltd Director

DATED at PERTH this 28" day of September 2007

Independent Audit Report (65



Shareholder Information

ADDITIONAL INFORMATION FOR LISTED PUBLIC COMPANIES

The following additional information is required by the Australian Stock Exchange Ltd in respect of listed public companies
only.

1  Shareholding as at 27 September 2007
(a) Distribution of Shareholders

Number

Category (size of holding) Ordinary
1-1,000 16
1,001 - 5,000 30
5,001 - 10,000 92
10,001 - 100,000 165
100,001 - and over 59
362

(b) The number of shareholdings held in less than marketable parcels is 25.
(c) Voting Rights
The voting rights attached to each class of equity security are as follows:
Ordinary shares

— Each ordinary share is entitled to one vote when a pollis called, otherwise each member present at a meeting or by
proxy has one vote on a show of hands.
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(d) 20 Largest Shareholders — Ordinary Shares as at 27 September 2007.

Number of % Held of
Ordinary Fully Paid Issued Ordinary

Name Shares Held Capital
1. Pinewood Asset Pty Ltd 2,770,500 8.33
2. Almamater Pty Ltd 1,950,000 5.86
3. Mr William Brooks 1,419,764 4.27
4. Mr William Brooks 1,000,000 3.01
5. Mr Robert John Hugall & Mrs Riccarda Martina Hugall 1,000,000 3.01
6. Mr Mun Siong Yeo 1,000,000 3.01
7. Merrill Lynch Nominees 904,050 2.72
8. William Paul Brooks 900,000 2.71
9. Hawthorne Park Investments Pty Ltd 800,000 2.41
10. Siong Mun Yeo 800,000 2.41
11. Estancia Management Pty Ltd 700,000 2.11
12. Ling Yih Hoon 700,000 2.11
13. Tyler Street Holdings Pty Ltd 700,000 2.11
14. Mr Felix Ocampo 572,000 1.72
15. Mr Robert Beeson 500,000 1.50
16. Classy Investments Pty Ltd 500,000 1.50
17. Chee Kean Loo 500,000 1.50
18. Mr Frank Hong 452,336 1.36
19. Mr Grayton Tranter and Mrs Shanragh Tranter 450,000 1.35
20. Merinda Holdings Pty Ltd 425,000 1.28

18,043,650 54.28

Shareholder Information {67



Shareholder Information

(e) 20 Largest Option Holders as at 27 September 2007.

Number of % Held of
Ordinary Fully Issued Ordinary

Name Paid Shares Held Capital
1. Almamater Pty Ltd 975,000 6.27
2. Pinewood Asset Pty Ltd 875,000 5.63
3. Mr William Brooks 764,882 4.92
4. Mr Gary Cuthbertson 619,283 3.98
5. Lawrence Crowe Consulting Pty Ltd 540,000 3.47
6. Pinewood Asset Pty Ltd 500,250 3.22
7. Mr Robert J Hugall & Mrs Riccarda M Hugall 500,000 3.22
8. Mr Mun Siong Yeo 500,000 3.22
9. Mr William Paul Brooks 450,000 2.89
10. Siong Mun Yeo 400,000 2.57
11. Mr Felix Ocampo 365,000 2.35
12. Ling Yih Hoon 350,000 2.25
13. Tyler Street Holdings Pty Ltd 350,000 2.25
14. Estancia Management Pty Ltd 320,000 2.06
15. Hawthorne Park Investments Pty Ltd 300,000 1.93
16. Mr Robert Beeson 250,000 1.61
17. Classy Investments Pty Ltd 250,000 1.61
18. Mr Boon Leng Low 250,000 1.61
19. Ms Ah Cheng Loh 247,100 1.59
20. Mr Frank Hong 226,168 1.45

9,032,683 58.10

2 The name of the Company Secretary is Mr Jay Richard Stephenson.
3 The address of the principal registered office in Australia is 6/34 York Street NORTH PERTH WA 6006. Telephone (08) 9228 0703.

4 Registers of securities are held at the following addresses
Western Australia Computershare Registry Services
Level 2, 45 St Georges Terrace
PERTH WA 6000
5 Stock Exchange Listing
Quotation has been granted for all the ordinary shares of the Company on all Member Exchanges of the Australian Stock
Exchange Limited.

6 Unquoted Securities
Options over Un-issued Shares
A total of 9,540,000 options are on issue 4,750,000 options are on issue to three Directors.

7 Use of Funds
The Company has used its funds in accordance with its initial business objectives.
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