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Directors’ Report

The Directors present their report on Alloy Resources Limited and the entity it controfied at the end of, or
during the half-year ended 31 December 2006,

Directors

The following persong were directors of Alloy Resources Limited during the whole of the haif-year and
ugp to the date of this report:

Peter Haroid

Dr Jayson Meyers
Peter Hepburn-Brown
Kevin Hart

Resuits of Operations

The consolidated net loss after income tax for the half-year year was $172,352 (31 December 2005
$20,588).

Financial Position

At the end of the period the consolidated entity had $3,880,735 {30 June 2006: $5,415,923) in cash and
at call deposits. Capitaiised mineral exploration and evaluation expenditure was $4,505,04% (30 June
2006: $3,246,174).

Expenditure on exploration and acquisition of tenements during the haif-year was $1 258,887, principally
focused on the Comet-Webbs Patch Project.

Auditors Independence Declaration

A copy of the Auditor's Independence Declaration as required under Section 307C of the Corporalions
Act is set out on page 4.

This repot is made in accordance with a resolution of the Directors,

DATED at Perth this 16th day of March 2007,

Kevin Hart
Director
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Lead Auditor’s Independence Declaration under Section 307C of the Corporations Act
2001

To: the directors of Alloy Resources Limited

I declare that, to the best of my knowledge and belief, in relation to the review for the haif-yvear
ended 31 December 2006 there have been:

{1 no contraventions of the audifor independence requirements as set out in the
Corporations Act 2001 in relation to the review; and

(i) no contraventions of any applicable code of professional conduct in relation to the
review.

KNG

KPMG

1 P McComish

Fartner

Perth
16 March 2007
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Consolidated Interim Income Statement
For the half-year ended 31 December 2008

Other revenue from continuing operations
Marnagement and consulting fees

Directors Fees

Depreciation and amortisation
Marketing and promotion expenses
Ccoupancy expenses

Accounting and administrative expenses
Employee expenses

Employee expenses recharged
To Expleration

Insurances
Finance costs

Other expenses

Net loss before income tax
Income tax expense

l.oss for the period

Earnings per share.

Basic earnings/(loss} per share

Diluted earmnings/(loss) per share

Consolidated
31 3
December December
2006 2005
$ 8
135,385 21,501
- {(17,783)
{65,000} -
{10,934} -
{12,830} (281)
{16,115} {1,482)
{83,842) {714)
{299,903) {7,848}
227,777 -
{(17,981) {5,600)
{17,644) -
{11,265) (8,371)
{172,352) {20,588)
{172,352} {20,588)
{0.25) cents -
{0.25) cents -

The above income statement should be read in corjunction with the accompanying notes.



Current assets

Cash and cash equivalents
Trade and other receivables
Cther cusrent assets

Total current assets
Non- current assets

Receivables
Property, plant and equipment

Consolidated Interim Balance Sheet
As At 31 December 2008

Consolidated

Capitatised mineral exploration and evaluation

expenditure

Total non-current assets
Total assets

Current liabilities

Trade and other payables
Beorrowings

Total current liabilities
Total iabilities

Net assets

Equity
Issued capital
Accumuiated fosses

Total equity

3 30

December June

2006 2006

Note $ $
3,880,735 5,415,923

59,664 203,225

22,701 44 417

3,963,100 5,063,565

141,000 141,600

126,215 133,713

4,505,041 3,246,174

4 772,256 3,620,887

8,735,356 9,184,452

96,417 387,816

8 414,917 307 274
511,334 785,090

§11,334 785,080

8,224,022 8,399,382

4 8,722,119 8,728,857
{498,097} {328,495}

8,224,022 8,399,362

The abeve balance sheet should be read in conjunction with the accompanying notes.



Consolidated Interim Statement of Changes in Equity
For the half-year ended 31 December 2006

Consolidated

31 31
December December
2006 2008
Note $ $
Total equity at the beginning of the period 8,399,362 204,232
Recognised income and expense:
Loss for the pericd {(172,352) {20,688)
Transactions with equity holders in their capacily as
equity holders:
Contributions of equity - 657,500
Transaction costs of equily issued {6,738) {41,575)
Share based payment expense 3,750 -
Total equity at the end of the period 8,224,022 799 565

The above statement of changes in equity should be read in conjunction with the accompanying notes.



Consolidated Interim Cash Flow Statement
For the half-year ended 31 December 2008

Cash flows from operating activities
Imerest received

FPayments to suppliers and employees
Exploration expenditure

Net cash used in operating activities

Cash flows from investing activities
Payments for property, plant and equipment

Net cash used in investing activities

Cash flows from financing activities
Proceeds from the issue of shares

Proceeds from borrowings

Repayment of loans from related parties
Payments for transaction costs relating to share
issues

Net cash provided by financing activities

Net increase / (decrease} in cash held

Cash and cash equivalents at the beginning of
the financial year

Cash and cash equivalents at the end of the
financial year

Note

Consoilidated

3t 3
DPecember December
2006 2005

$ $

130,897 21,501
{270,305) (158,262)
(1,392,344} (544, 502)
{1,531,752} (681,263)
{3,436} -
{3,436) -

- 657,500

. 700,000

- 33,217

~ {41,575)

- 1,349,142
(1,535,188) 667 879
5,415,923 175,923
3,880,735 843,802

The above cash flow statement should be read in conjunction with the accompanying notes.



Notes to the Interim Financial Statements
For the half-year ended 31 December 2006

Note 1 Summary of significant accounting policies

{a) Reporting entity

Alloy Resources Limited {the "Company”) is a company domiciled in Australia. The consolidated interim
financial report of the Company as at and for the six months ended 31 December 2008 comprises the
Company and its subsidiaries (fogether referred 1o as the "consolidated entity”).

The consolidated annual financia! reporl of the consolidated entity as at and for the year ended 30 Jung

2006 is available upon reqguest from the Company's registered office at Level 2, 668 Murray Street West
Perth or at www.alloyres.com

{b} Statement of compliance

The conselidated interim financial report is a general purpose finangial repont which has been prepared
in accordance with AASB 134: Inferim Financial Reporting and the Corporations Act 2001,

The consalidated interim financiat report does not include all of the information required for a full annual
financial report, and should be read in conjunction with the consolidated annual financial report of the
consolidated entity as at and for the year ended 30 June 2008.

The consolidated interim financial report was approved by the Board of Birectors on 16 March 2007.
{c} Principtes of consolidation

Subsidiary companies
The financial staiements of the subsidiary companies are included in the consolidated financial
statements from the date control commences untit the date control ceases.

Outside interests in the equity and results of the entities that are controiled by the Company are shown
as a separate item in the consolidated financial statements.

Investments in subsidiaries are accounted for at cost in the individual financial staternents of Alloy
Resources Limited.

Transactions Elirinated on Consofidation
Inter-entity badances resulting from transactions with or between controlled entities are eliminated in full
on consoclidation.

{d} Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that
are subject to risks and retumns that are different to those of other business segments. A geographicat
segment is engaged in providing products or services within a particiar economic environment and is
subject to risks and returns that are different from those of segments operating in other economic
environments.

{e} Revenue recognition and receivables

Revenue is measured at the fair value of the consideration received or receivable. Amounts disclosed
as revenue are net of refurns, allowances and amounts coltectable on behalf of third parties.

interest income
interest income is recognised on a fime proportion basis and is recognised as it accrues.



Notes to the Interim Financial Statements
For the half-year ended 31 December 2006

Note * Summary of significant accounting policies {continued)
{F} Income tax

The income tax expense or revenue for the period is the tax payable on the current period's taxable
income based on the national income {ax rate for each jurisdiction adjusted by changes in deferred tax
assets and liabilties attributable to the temporary differences between the fax bases of assets and
liabilities and their carrying amounts in the financial statements, and to unused tax losses.

Deferred tax assels and liabilities are recognised for temporary fiming differences at the lax rates
expected to apply when the assets are recovered or Habilittes are setfied, based on those tax rates
which are enacted or substantially enacted for each jurisdiction. The relevant tax rates are applied to the
curnulative amounts of deductible and taxable temporary differences to measure the deferred fax asset
or ability. An exception is made for certain temporary differences arising from the initiat recognition of
an assel or a lizbiity. No deferred tax asset or liability is recognised in relation fo those timing
differences if they arose in a fransaction, other than a business combination, that at the time of the
transaction did not affect either accounting profit or taxable profi or loss.

Deferred tax assels are recognised for deductible temporary differences and unused tax losses only if it
is probable tha! future faxable amounts will be available to utiise those lemporary differences and
osses,

Deferred tax liabilties and assets are not recognised for temporary differences between the carrying
amount and tax bases of investments in controlled entities where the parent is able to controt the timing
of the reversal of the temporary differences and # is probable that the differences will not reverse in the
foreseeable future.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets and Habilities and when the deferred tax balances relate fo the same taxation authority. Gurrent
1ax assets and fiabilities are offset where the entity has a legally enforceable right to offset and intends
either 1o settle on a net basis, or to realise the asset and setlle the liability simulianeously.

Current and deferred tax balances attributable to amounts recognised directly in equity are also
recognised directly in equity.

{9} mpairment

The carrying amounts of the consolidated entity's assets, other than deferred tax assels (see aceounting
policy (f, are reviewed at each balance sheet date to determine whether there is any indication of
impairment. If any such indication exists, the asset's recoverable amount is estimated as follows:

The recoverabie amount is the greater of their fair value less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted fo their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific
o the asset. 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.

An impairment 108% is reversed only (¢ the extent thal the asser's carrying amount does not excead the
carrying amount that would have been determined, net of depreciation or amortisation, if no impairment
ioss had been recognised.

{h} Cash and cash equivalents

For cash flow statement presentation purposes, cash and cash equivalents includes cash on hand,
deposits held at call with financial institutions, other short term, highly liguid investments with original
malurities of three months or less that are readily converlible to known amounts of cash and which are
subject o an insignificant risk of changes in value, and bank overdrafis. Bank overdrafts are shown
within borrowings in current labilities on the balance sheet.

-10-



Notes to the Interim Financial Statements
For the half-year ended 31 December 2006

Note 1 Summary of significant accounting policies {continued}

{i} Fair value estimation

The nominal value less estimated credit adjustments of trade receivabies and payables are assumed to
approxirmate their fair vaiues. The fair value of financial liabifties for disclosure purposes is estimated by
discounting the future contractual cash fiows at the current market interest rate that is available to the
group for simitar financial instruments.

B Property, plant and equipment

Property, plant and equipment is stated at historical cost less depreciation. Historical cost includes
expendiiure that is directly attributable to the acquisition of the assets.

Subsequent costs are included in the asset's carrying amount or recognised as a separate assel, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the group and the cost of the itemn can be measured reltably. All other repairs and maintenance are
charged to the income statement during the financial period in which they are incurred.

Depreciation of property, plant and equipment is calculated using the straight fine and written down
value methods o aliccate their cost, net of residual values, over their estimated useful lives, as follows:

Office equipment and fittings 12.5 - 33% written down valus
Motor vehicles 25% written down vaiue
Site equipment 25% writien down vaiue

The asset's residual values and useful lives are reviewed, and adjusted if appropriate, at each balance
sheet date.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying
amount is greater than its estimated recoverable amount (note 1{g)).

{k) Mineral exploration and evaluation expenditure

Mineral exploration and evaluation expenditure incurred is accumutated in respect of each identifiable
area of interest. These costs are carried forward only if they relate to an area of interest for which rights
of tenure are current and in respect of which:

+ such costs are expected to be recouped through the successful development and exploitation of the
area of inferest, or alternatively by is sale; or

» exploration andior evaluation activities in the area have not reached a stage which permits a
reascnable assessment of the existence or otherwise of economically recoverable reserves and active
or significart operations in, or in refation fo, the area of interest are continuing.

In the event that an area of interest is abandoned or i the Directors consider the expendiure to be of
reduced value, accumutated costs carried forward are written off in the year in which that assessment is
made. A regular review is undertaken of each area of interest to determine the appropriateness of
continuing to carry forward costs in relation to that area of interest.

{i} Trade and other payables
These amounts represent fiabilities for goods and services provided to the group prior to the end of the

financial year which are unpaid. The amounis are unsecured and usually paid within 30 days of
recognition.

- 11 -



Notes {0 the Interim Financial Statements
For the half-year ended 31 December 2006

Note 1 Summary of significant accounting policies {continued)

{m} Employee benefits

Wages, salarfes and annual leave.

Liabilites for wages and salaries, including non-monetary benefits, and annual leave expected to be
settled within 12 months of the reporting date are recognised in other payables in respect of employees’
aervices up to the reporiing date and are measured at the amounts oxpocted to be paid when the
liabilities are settled.

Share based payments.
Share based compensation paymenis are made available to directors and employees.

The fair value at grant date is independently determined using a Black and Scholes option pricing model
that takes into account the exercise price, the term of the option, the share price at grant date expected
price volatéity of the underlying share and the risk free rate for the term of the option.

The fair value of the options granted is adiusted to reflect market vesting conditions. Non-market vesting
conditions are included in assumptions about the number of options that are expecied o become
exercisable. At each balance sheet date, the entity revises its estimate of the number of options that are
expected o become exercisable. The employee benefit expense recognised each period takes into
account the most recent estimate.

{n} Contributed equity
Ordinary shares are classified as equity.

incremental costs directly atiributable to the issue of new shares or options are shown in equity as a
deduction, net of {ax, from the proceeds.

o) Earnings per share

{ij Basic eamings per share
Basic earnings per share is calculated by dividing the earnings atiributable fo equily holders of the
company, excluding any costs of servicing equity other than ordinary shares, by the weighted average
numbar of ordinary shares outstanding during the financial year, adjusted for bonus elements in ordinary
shares issued during the year,

(i} Diluted eamings per share

Dituted earnings per share adiusts the figures used in the determination of basic earnings per share o
take into account the afier income tax effect of interest and other financing costs associated with ditutive
potential ordinary shares and the weighted average number of shares assumed to have been issued for
no consideration in relation to dilutive potential ordinary shares.

{p) Goods and service fax {(G8T)

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST
incurred is not recoverable from the taxation authority. In this case it is recognised as part of the cost of
acquisition of the assel or as a part of the expense,

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net
amount of GST recoverable from, or payable to, the taxation authorily is included with other receivables
or payables in the balance sheet.

Cash flows are presented on a gross basls. The GST components of cash flows arising from investing

or financing activities which are recoverable from, or payabie to, the taxation authority, are presented as
operating cash fiow.

12 -



Notes to the Interim Financial Statements
For the half-year ended 31 December 2006

Note 1 Summary of significant accounting policies {continued)

{q) Trade and other receivables

Trade and other receivables are recognised and carried at original invoice amount less any allowance
for any uncollectible amounts. An allowance for a doubHul debt is made when there is cbjective
evidence that the company will not be able to collect the debt. Bad debts are written off when identified.

{r) Investiments and other financial assets

Financial assels in the scope of AASB 139 Financial Instruments: Recognition and Measurement are
classified as either financial assets at fair value through profit or loss, loans and receivables, held-to-
maturity investments, or available-for-sale investmenis, as appropriate. When financial assets are
recognized initially, they are measured at fair value, plus in the case of investments not at fair value
through profit or loss, directly attributable transaction costs. The Group determines the classification of
its financiai assets after inifial recognition and, when allowed and appropriate, re-evaluates this
designation at each financial year-end,

All reguiar way purchases and sales of financial assets are recognized on the trade date, i.e. the date
that the Group commits to purchase the asset. Reguiar way purchases or sales are purchases or sales
of financial assets under contracts that require delivery of the assels within the period established
generally by reguiation or convention in the marketplace.

{s) Convertible Notes

Convertible notes that can be converted fo share capital at the option of the holder, where the number of
shares issued does not vary with changes in their fair value, are accounted for as compound financial
instruments. Transaction costs that related o the issue of a compound finangial instrument are
aliocated to the Hability and equity components in proportion to the allocation of proceeds. The equity
component of the convertible notes is calculated as the excess of the issue proceeds over the present
value of the future interest and principal payments, discounted at the market rate of interest applicable
to similar liabilities that do not have a conversion option. The interest expense recognised in the income
statement is calcuiated using the effective interest rate method.

“ 13-



Notes to the Interim Financial Statements
For the half-year ended 31 December 2006

Note 2 Segment information

Business segments

The consolidated entity is invoived in the mineral exploration and resource development sector,

Geographical segments

The consolidated eniity is organised on a national basis with exploration and development interests

within Australia.

Note 3 Loss for the half-year

Consolidated
H 31
December December
2006 2005
$ $
L.oss before income tax includes the following specific
expenses.
Depreciation
Computer Software (2.411) -
Office Equipment (1,172} .
Site Cauipment {113} -
Metor vehicles {7,238) -
Rental expenses on operating leases (13,035) {1,482}
Note 4 Issued capital
Company Company
| 30 3 30
Becember June Pecember June
2008 2006 2006 2006
No. No. 5 $
Issued share capital 68,300,000 68,300,000 8,772,119 8,728,857
a} Share movementis during
the perod
At the beginning of the period 68,300,000 15,250,000 8,728,857 281,751
Shares issued - 53,050,000 - 8,549,500
Less: costs related to shares
isstied (6,738}  (1,102,394)
At the end of the period 68,300,000 68,300,000 8,772,119 8,728,857

Note § Dividends

No dividends were paid or propesed during the six months ended 31 December 20086,

The company has no franking credits available as at 31 December 2006

- 14 -



Notes to the Interim Financial Statements
For the half-year ended 31 December 2008

Note 8§ Contingencies

(i) Contingent liabilities
There were no material contingent liabifities not provided for in the financial statements of the Company
or consclidated entity as at 31 December 2006 other than:

Naftive Title and Aboriginal Heritage

Native title claims have been made with respect o areas which include tenements in which the
Company has an interest. The Company is unable to defermine the prospects for success or otherwise
of the claims and, in any event, whether or not and to what extent the claims may significantly affect the
Company or its projects. Agreement is being or has been reached with various native itle claimants in
relation to Aboriginat Heritage issues regarding certain areas in which the Company has an interest.

{i) Contingent assels
There were no material contingent asseis as at 31 December 2008.

Note 7 Events occurring after the balance sheet date

There has not arisen in the interval between the end of the half-year and the date of this report any item,
fransaction or event of a material and unusual nature Hikely, in the opinion of the Direclors of the
Company to affect substantially the operations of the consolidaled entity, the results of those operations
or the state of affairs of the ¢onsolidated entity in subsequent financial years.

Note 8 Converlible notes

On 15 Septernber 2005 the Company issued & convertible note. The note had a face value of $700,000
and is convertible into 7,000,000 ordinary shares at 10 cents per share at the election of the note holder.
The interest rate applicable is 10% per anhum. The note was originally repayable 12 months from the
date of issue ¢f the nole or such later date as the parties may agree in writing, bui in any event no fater
than 15 March 2007. During the pericd the Company extended the maturity date of the convertible notes
from 15 March 2007 to 15 September 2007,

Conversion of 50% of the principal amount outstanding was mandatory and converted fo ordinary
shares on admission of the Company to the Official List of the Australian Stock Exchange Limited.

The Company may elect at any time o redeem up o 50%.

The holder of the note can convert the residuat value at any fime prior fo redemplion to ordinary shares
under the terms of the instrument, The convertible notes have been accounted for as compound
financial instruments in accordance with accounting policy note 1 (s}

The converiible note has been agcounted for as follows:

Consolidated
3 30
December June
20086 2006
$ %
Balance at beginning of period 397,274 700,000
Equity portion - (42,000}
Converted to equity - 350,000
Interest accrued 17,643 88,274
Closing balance at end of period 414,917 397274

Terms and conditions
The niote does not give the holder any voting rights at shareholders' meetings.

In the event of the winding up of the company, the holder of the convertible note ranks above aif other

shareholders and is entitled to the proceeds of fiquidation only to the extent of the face value of the
noies and any accumulated interest,

w15 -



Directors’ Declaration

in the opinion of the Directors of Alloy Resources Limited (“the Company™)

{a)

)

the financial statements and notes set out on pages 5 {0 15 are in accordance with the
Corporations Act 2001, including:

{i) complying with Accounting Standards and the Corporations Regulations 2001, AASB
134 inferim Financial Reporting, and
ii) giving a frue and fair view of the financial position of the consoclidaled entity as at 31

December 20068 and of its performonce, as represented by the resulle of ite
operations, and cash flows, for the half-year ended on that date; and

there are reascnable grounds to believe that the Company wili be able to pay its debts as and
when they become due and payable.

This dectaration is made in accordance with a resoiution of the Direclors.

Signed at Perth thisp#day of March 2007.

&

Kevin Hart

Director

-6 -
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Independent audifor’s review report to the members of Alloy Resources Limited

Report on the Financial Report

We have reviewed the accompanying half-year financial report of Alloy Resources Limited,
which comprises the consolidated interim balance sheet as at 31 December 2006, income
statement, statement of changes in equity and cash flow statement for the half-year ended on that
date, a description of accounting policies and other explanatory notes and the directors’
declaration of the consolidated entity comprising the company and the entities it controlied at the
half-year’s end or from time to time during the haif-year.

Directors ' Responsibility for the Financial Report

The directors of the company are responsibile for the preparation and fair presentation of the half-
year financial report in accordance with Australian Accounting Standard AASB 134 Interim
Financial Reporting and the Corporations Act 2001, This responsibility includes designing,
implementing and maintaining internal control relevant to the preparation and fair presentation
of the half-year 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.

Auditor’s Responsibility

Our responsibility is to express a conclusion on the half-year financial report based on our
review., We conducted our review in accordance with Auoditing Standard on Review
Engagements ASRE 2410 Review of an Interim Financial Report Performed by the Independent
Auditor of the Entity, in order to state whether, on the basis of the procedures described, we have
become aware of any matter that makes us believe that the half-year financial report is not in
accordance with the Corporations Act 2061 inclading: giving a true and fair view of the
consolidated entity’s financial position as at 31 December 2006 and its performance for the half-
year ended on that date; and complying with Australian Accounting Standard AASB 134 Jnterim
Financial Reporting and the Corporations Regulations 2001, As auditor of Alloy Resources
Limited, ASRE 2410 requires that we comply with the ethical requirements relevant to the audit
of the annual financial report.

A review of a half-year financial report consists of making enquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducied in accordance with
Australian Auditing Standards and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

Conclusion

Based on our review, which is not an audit, we have not become aware of any matter that makes
us believe that the half-year financial report of Alloy Resources Limited is not in accordance
with the Corporations Act 2001, including:

{a) giving a true and fair view of the consolidated entity’s financial position as at 31 December
2006 and of its performance for the half-year ended on that date; and
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() complying with Australian Accounting Standard AASB 134 Interim Financial Reporting
and the Corporations Regulations 2001,

S

KPMG

DntComnsln

D P McComish
Partner

Perth
16 March 2067



