


Fair value of share options and assumptions

granted during period £0.50 options £0.75 options £1.00 options
Fair value at issue date £0.245 £0.245 £0.245
Exercise price £0.50 £0.75 £1.00
Expected volatility 51.173% 51.173% 51.173%
Option life 3.31 years 4.31 years 4.31 years
Expected dividends 0.00% 0.00% 0.00%
Risk-free interest rate (short-term) 4.263% 4.246% 4.246%

The calculation of the volatility of the share price was based on the Company’s daily closing share price over the period from
issue date to the date of calculation of the option valuation (22 February 2007).

NOTE 18 FINANCIAL INSTRUMENTS

The Board of directors determines, if required, the degree to which it is appropriate to use financial instruments, commodity
contracts or other hedging contracts or techniques to mitigate risks. The main risks for which such instruments may be
appropriate are foreign currency risk and liquidity risk, each of which is discussed below. The main credit risk is the non-
collection of other receivables which include tax (VAT, withholding tax), refunds and tenement security deposits.

During the period ending 30 June 2007 no trading in commodity contracts was undertaken.
Foreign currency risk
The Group has potential currency exposures in respect of items denominated in foreign currencies comprising:

A Transactional exposure in respect of operating costs, capital expenditures and, to a lesser extent, sales incurred in
currencies other than the functional currency of operations which require funds to be maintained in currencies other
than the functional currency of operation; and

A Translational exposures in respect of investments in overseas operations which have functional currencies other than
Australian dollars. Currency risk in respect of non-functional currency expenditure is reviewed by the Board.

The table below shows the extent to which Group companies have monetary assets and liabilities in currencies other than the
Group functional currency. Foreign exchange differences on retranslation of such assets and liabilities are taken to the income
statement.

Group Group

2007 2006

AS A$

Solomon Island dollar (SBD) 146,027 16,683

In respect of other monetary assets and liabilities held in currencies other than Australian dollars, the Group ensures that the
net exposure is kept to an acceptable level, by buying or selling foreign currencies at spot rates where necessary to address
short-term imbalances.

Liquidity risks

The Group raises funds as required on the basis of budgeted expenditure for the next twelve months. When funds are sought,
the Group balances the costs and benefits of equity and debt financing. When funds are received they are deposited with banks
of high standing in order to obtain market interest rates. Funds are provided to local sites monthly, based on the sites’ forecast
expenditure.

Fair values

The fair values reflect the carrying amounts shown in the balance sheet.

For receivables and payables with a remaining life of less than one year, the notional amount is deemed to reflect the fair value.
All other receivables and payables are not deemed material and have used the notional amount to determine the fair value.
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NOTE 19 COMMITMENTS

Pursuant to a contract for the provision of a helicopter to assist in exploration and drilling, the Group has a commitment to pay
AS$772,800 (in equal monthly payments) between 12 May 2007 and 12 May 2008. The commitment relates to a minimum usage
(flying hours) of the helicopter over the commitment period. The Group expects to utilise the minimum flying hours over the
commitment period.

The Company has certain obligations to expend minimum amounts on exploration in tenement areas. These obligations may be
varied from time to time and are expected to be fulfilled in the normal course of operations of the Company.

The commitments to be undertaken are as follows:

Tenement Number Commitment (A$) Period to meet commitment
PL 02/05 1,106,773 10/11/05 -10/11/08
PL 03/05 354,269 10/11/05-10/11/08
PL 04/05 1,106,773 10/11/05-10/11/08
PL 05/05 485,323 10/11/05 - 10/11/08
PL 08/06 419,000 23/11/06 —22/11/09

To keep tenements in good standing, work programs should meet certain minimum expenditure requirements. If the minimum
expenditure requirements are not met, the Company has the option to negotiate new terms or relinquish the tenements. The
Company also has the ability to meet expenditure requirements by joint venture or farm in agreements.

NOTE 20 RELATED PARTIES
(a) Group

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

a) Transactions with Directors and Director-Related Entities

(i) On 6 December 2005 Solomon Gold Plc has entered into a consultancy agreement with Samuel Capital Ltd
(“Samuel”), an entity associated with Nicholas Mather (a director). Under this agreement, Mr Mather will
act as an executive director of the Company at an annual salary of £69,500, terminable by either party giving
twelve months written notice. The appointment of Samuel shall be for two years, unless a renewal has been
mutually agreed upon, from the date of Admission (10 February 2006). Samuel provided consultancy
services to the Company prior to 6 December 2006 on commercial terms. At 30 June 2007 A$186,146 was
payable to Samuel (2006: A$271,888). These amounts are included in Note 5 (Remuneration of Key
Management Personnel).

(ii) Solomon Gold Plc has entered into an Administration and Services Agreement with D’Aguilar Gold Ltd, an
entity associated with Nicholas Mather (a director) and Brian Moller (a director) whereby D’Aguilar Gold Ltd
has agreed to provide certain services including the provision by D’Aguilar Gold of its premises (for the
purposes of conducting the Company’s business operations), use of existing office furniture, equipment and
certain stationery, together with general telephone, reception and other office facilities (“Services”). In
consideration for the provision of the Services, the Company shall reimburse D’Aguilar Gold Ltd for any
expenses incurred by it in providing the Services. Under the terms of the Administration and Services
Agreement, D’Aguilar Gold is required to provide its services for a period ending on 10 February 2008. The
Administration and Services Agreement may be terminated upon the occurrence of an insolvency event of
the other party, a failure to remedy a material breach of the Administration and Services Agreement by the
other party or upon three months written notice to the other party. D’Aguilar Gold Ltd was paid A$17,233
(2006: AS$8,426) for the provision of administration, management and office facilities to the Company during
the year.

(iii) Mr Brian Moller (a director), is a partner in the Australian firm Hopgood Ganim lawyers. Hopgood Ganim
were paid A$114,018 (2006: A$364,165) for the provision of legal services to the Company during the year.
The services were based on normal commercial terms and conditions.

(b) Share and Option transactions of Directors are shown in the Directors Report
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(b) Company

The Company has a related party relationship with its subsidiaries (see note 9), directors and other key personnel (see note 20

(a)).
Subsidiaries

The Company has an investment in subsidiaries balance of A$10,516,194 which comprises funds advanced during the period of
AS$8,267,309 (see note 9). As the Company does not expect repayment of this amount and will not call payment until the
subsidiary can adequately pay it out of working capital, this amount has been included in the carrying amount of the investment
in the Parent Entity’s balance sheet. The following table details transactions carried out with subsidiary undertakings:

AS
At 11 May 2005 -
Transactions during period 2,248,885
Balance 30 June 2006 2,248,885
Transactions during period 8,267,309
Balance 30 June 2007 10,516,194

The Company has a professional services agreement with ARM to provide certain management services to ARM. During the
period A$46,888 (2006: nil) was paid to the Company for the provision of professional services.

(c) Controlling party

In the directors’ opinion there is no ultimate controlling party.

NOTE 21 SUBSEQUENT EVENTS
On 23 August 2007, 700,000 unlisted share options in Solomon Gold plc expired as a result of employee resignations.
On 8 November 2007, Hanson Westhouse Limited was appointed as Broker to the Company.

On 8 November 2007, RFC Corporate Finance Ltd was appointed as Nominated Advisor to the Company.

NOTE 22 ACCOUNTING ESTIMATES AND JUDGEMENTS
Key sources of estimation uncertainty

The Audit Committee has carried out an assessment of the carrying values of deferred exploration costs and any required
impairment.

Koloula PL 02/05

Exploration on Koloula PL 02/05 is at an early stage and the drill testing of the key targets has only recently commenced. Drilling
targets have been prepared for several localities in the tenement based on data collected by the Company and its subsidiaries in
1996 and 1997. Tested drill locations have intersected mineralised zones which provide encouragement in support of the
presence of a significant minerals system. There is no exploration data to hand, or access or other conditions notified or evident
which have the effect of adversely affecting the prospectivity of the tenement. It is considered likely that ongoing exploration
and expenditure will result in a resource or commercial arrangement in excess of the costs of such a discovery. The carrying
value of A$0.6 million is considered to be unimpaired.

Central Guadalcanal PL 03/05

Exploration on Central Guadalcanal PL 02/05 is at an early stage and the drill testing of the key targets has not yet commenced.
Previous rock chip channel sampling of anomalies in the tenement by previous workers and Solomon Gold’s wholly owned
subsidiary ARM, demonstrates potential for the presence of significant gold resources There is no exploration data to hand, or
access or other conditions notified or evident which have the effect of adversely affecting the prospectivity of the tenement. It is
considered likely that ongoing exploration and expenditure will result in a resource or commercial arrangement in excess of the
costs of such a discovery. The carrying value of AS0.2 million is considered to be unimpaired.
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Mbetilonga PL 04/05

Even allowing for the expenditure of in excess of A51.3 m on Exploration on Mbetilonga PL 02/05, this tenement is still at an
early stage and the drill testing of the key targets has not yet been completed. Five holes have been drilled into two prospects in
the tenement, with inconclusive results and several targets are yet to be tested. Assay data from the first five holes are low and
it is believed that the holes were drilled on the periphery of a significant mineral system. Rock types encountered in the holes
are considered to indicate the presence nearby of a significant system. There is no exploration data to hand, or access or other
conditions notified or evident which have the effect of adversely affecting the prospectivity of the tenement. It is considered
likely that ongoing exploration and expenditure will result in a resource or commercial arrangement in excess of the costs of
such a discovery. The carrying value of A$3.0 million is considered to be unimpaired.

Sutakiki PL 05/05

Exploration on Sutakiki PL 02/05 is at an early stage however the drill testing of the key targets to date has indicated that there
are both high tonnage low grade and high grade low tonnage prospects in the tenement. The results of mapping sampling and
drilling programs in the tenement to date are consistent with the discovery of a significant gold and copper mineral system
which may ultimately yield resources. There is no exploration data to hand, or access or other conditions notified or evident
which have the effect of adversely affecting the prospectivity of the tenement. It is considered likely that ongoing exploration
and expenditure will result in a resource or commercial arrangement in excess of the costs of such a discovery. The carrying
value of A$2.8 million is considered to be unimpaired.

Kuma PL 08/06

Exploration on Kuma is at an early stage and the mapping and sampling phase of the program of testing of the key targets has
resulted in the identification of extensive mineralised complexes which show potential to yield resources. The project area and
prospects are considered to have been enhanced by the results in the nearby Sutakiki area. There is no exploration data to
hand, or access or other conditions notified or evident which have the effect of adversely affecting the prospectivity of the
tenement. It is considered likely that ongoing exploration and expenditure will result in a resource or commercial arrangement
in excess of the costs of such a discovery. The carrying value of A$0.2 million is considered to be unimpaired.

Florida PL 57/07

Exploration on Florida is at an early stage and work has identified prospective rocks hosting significant nickel anomalies. The
carrying value of AS2.4 thousand is considered to be unimpaired.

East Guadalcanal Application

Exploration on East Guadalcanal is at an early stage and the tenement has not yet been granted. The carrying value of A$1.0
thousand is considered to be unimpaired.

Makira Wainoni Application

Exploration on Makira Wainoni is at an early stage and tenement has not yet been granted. The carrying value of A$1.0
thousand is considered to be unimpaired.

Critical accounting judgements

No critical accounting judgements that would have a significant effect on the amounts recognised in the financial statements
have been made by the directors and management of the Company in applying the Group’s accounting policies.
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