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BIRECTORS’ REPORT

Your directors submit the financial report of the consolidated entity for the half year ended 31 December 2006. In order
to comply with the provisions of the Corporations Act 2001, the directors report as follows:

Directors

The names of directors who held office during or since the end of the half year and until the date of this report are as
below. Directors were in office for this entire period unless otherwise stated.

Edmond William Edwards Executive Chairman
{Deonald Fergusson Thomson Executive Director
Shane Bealty Sadleir Non Executive Director

Review of Operations

RAVENSTHORPE PROJECT

The Ravernisthorpe Project consists of eleven mostly contiguous tenements in the Ravensthorpe region, where Athena
Resources Limited {Athena)} is exploring for nickel sulphides associated with a series of differentiated dykes informally
termed the Coujinup dvke swarm. Little previous exploration has been carried out specifically targeting mafic rocks of
this type in the Ravensthorpe area.

During the hialf year the Company entered in to an option agreement fo acquire 75% of the Oldfield River nicke! sulphide
project from Ucabs Pty Lid. The project consists of a single granted exploration ticence (E74/218) of 8 graticular blocks
or 24 km® wholly encircled by Athena's existing tenement holding. The option agreement gives Athena immediate
access o a granted exploration licence with known nickel sulphide minisralisation further enhancing Athena's portfolio of
projects.

Following the option agreement Athena has exploration righls to over 1,624km” in the Ravensthorpe District through
granted tenemerits, teniement applications and option agreements.

Exploration licence E74/218 is centrally located within the main area of Athena's Ravensthorpe Project. Previcus
exploration by Nicket Search NL {Nickel Search) in the early 1970's and Normandy Poseidon in 1992/1983 located 5
copper-nickel gossans within the project area. In 1972 Nicke! Search drilled three diamond drill holes that alt intersected
disseminated sulphide mineralisation. The resulis are listed in the following tabie.

Significant nickel intercepts in diamond drilling on the Oldfield River Project
{Nickel and Minerals S8earch NL's 1972 Brilling}

Hole | Local | Local Bip Azimuth Interval Intercept Comments
1D East | North {m}
RDH1 | 10200 | 8784 | -80° 427 -48.8 6.1m at 0.70% Ni

57.9-61.0 3.1m at 0.62% Ni
62.7-71.2 4.9m at 0.44% Ni | Disseminated Sulphides

RDM2 | 10379 | 9749 | -70° -70° 259-83.2 57.3m at 0.44%Ni | Disseminated Sulphides
ing 255-448 | 18.9m at £.56% Ni
& 55.56-61.0 5.5m at 0.45% Ni
& 68.6-754 6.8m at 0.45% Ni
RDH3 | 10508 | 9889 | -55° 250° 229-579 | 350m at0.63% Ni
inc 52.1-57.9 5.8m at 0.93% Ni | Disseminated Sulphides

69.5-73.3 3.8m at 0.50% Ni | Disseminated Sulphides

The driliing intercepied sulphides on the contacts between the granite country rock and the intrusive mafic/uitramafic
dykes. The presence of suiphide mineralisation at this position strongly supporis Athena's mode! for the exploration in
the Ravensthorpe Project. The suiphide mineralisation is associated with a prominent north-south orientated magnetic
high that correlates to outcropping serpentinised uliramafic dykes.

Normandy Poseidon identified nickel sulphides (viclarite after pentlandite) in a gossan exposed in a french on the
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Oldtield Project and drilled 45 shallow RAB holes for 573 metres {average depth 22 metres) and three RC percussion
holes {OF1 to OF3} for 233 metres. The RAB holes were shallow and only tested the regolith. Only one of three RC
holes drilled by Nomandy {OP1) infersected the prospective host unit. Subseguent resampling of the RAB holes by
Ucabs and retumed low, but anomalous, copper, zinc and PGE values when analysed by Genalysis Laboratories

Services Pty Lid.

Significant nickel intercepts in RAB Drilling on the Oldfield River Project
Normandy Poseidon 1992/1993

Hole D Local Local Bip Interval Intercept Comments
East North {m}
OR 29 9780 89400 -90 18 - 22 EOM 4m at 0.54% Ni
OR 30 9820 89400 -90 - 15 EOH 4m at 0.36% Ni
OR 31 9860 5400 -80 11 - 16 EOM Bm at 0.76% Ni
OR 32 9800 89400 -90 §-10 im at 0.57% Ni
OR 34 10000 89400 -80 12- 168 4m at 0.40% Ni
16 - 17 EOH 1m at 0.53% Ni Disseminated Sulphides

The RAB driling showed that the depth of weathering to be about 40 metres, which is much shallower than other parts of
the Yilgarn Craion. The shallow regolith cover will allow Athena o use the latest airborne and surface geophysical
techniques to target massive sulphides within the project area.

The exploration budget on £74/218 for year one of the option is $300,000 to cover airborne and ground geophysical
surveys and follow-up drifling.

The terms of the agreement are as follows: -

1. Athena has paid Ucabs $250,000 for the first year's option period.

2. Athena may extend the option by a further 12 months by making a second payment of $250,000 in
cash and $200,000 in Athena shares at that date.

3. The option may be exercised by final payment of $1,500,000 and $1,500,000 in Athena shares at that
date.

ASHBURTON PROJECT

The Ashburton project consists of cne granted mining lease and three contiguous exploration licence applications
cavering approximately 970 square kijometres. The area was identified using regional geophysics which show a number
of features fypically associated with large minerat systems. The combination of folds and thrust faults in rocks of the
Ashburton and Capricorn formations, and granite intrusions are of particular interest for Telfer style saddle reef copper-
gold systems.

in December Athena confracted Geotech Airbome Lid to fiy a reconnaissance airbome electromagnetic survey using
Versatile Time Domain Elsctromagnstic {(VTEM} equipment over a portion of the Ashburton Project. The objective of the
survey was o evaluate the effectiveness of the system in locating discrete conductors in this environment.

Cursory inspection of the preliminary data has idenfified a number of low order electromagnetic anomaties for more
detatled assessment when the final data sets are received. These anomalies will be evaluated to determine if they
warrant drill testing after the exploration licence is granted. The VTEM survey also appears to have mapped certain
stratigraphic units, but this observation needs fo be confirmed by comparison with other data sets such as Landsat and
Aster images. The selective mapping of the stratigraphy may prove beneficial given the type of mineralisation being
targeted in the Ashburton.

The VTEM survey flown by Geotech in the Ashburton fotalled approximately 475 line kilometres and had the following
specifications:

« 200 metre line spacing

« Loop height 35 metres, with the helicopter flying at 85 metre height.

Finat data delivery will be approximately mid-February 2007, Detailed assessmerit of the data will riot be completed undil
sometime after the final data is delivered.

Under ideal conditions, with shallow cover and resistant host rocks, the helicopter-supported VTEM system can identify
conductors within 300m of the surface. The system has been used successfully by Fox Resources Limited fo map
sulphide ore systems in the West Pilbara.
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BYRO PROJECT (Athena Resources B0%)

Atheria has expanded ifs tenement hiolding by approximately 3,000 km® with applications for six (8) niew exploration
licences near Byro in the Gascoyne Mineral Field of Western Australia.  Athena Resources has an B0% interest in the
tenemenits (contributing 100%). The balance is held by Lightwave Invesiments Pty Ltd.

The exploration target is nickel-copper sulphides in ultramafic and gabbroic intrusive rocks following a similar exploration
model for that proposed for the Ravensthorpe Project. The Byro area was targeted using gravity and magnetic data,
whiich identified a number of under-explored and poorly known mafic intrusions on the northwest margin of the Yilgamn
Craton. Future programs will include high-resolution asromagnetic and electromagnetic surveys and ground
recorinaissance.

Auditor’s Independence Declaration

Section 307C of the Corporations Act 2001 requires our auditors, HLE Mann Judd, to provide the directors of the
company with an Independence Declaration in relation to the review of the half-year financial reporf. This
Independence Declaration is set oul on page 4 and forms part of this directors’ report for the half-year ended 31
December 2006.

This report is signed in accordance with a resolution of the Board of Directors made pursuant to 5.306{3} of the
Corporations Act 2001,

£ W Edwards
Director
Dated this 23 day of February 2007.



Chartered Accountants

Auditor’s Independence Declaration

As lead auditor for the review of the financial report of Athena Resources Limited for the half year ended 31
December 2008, | declare that to the best of my knowledge and belief, there have beemn:

al no contraventions of the auditor independence requirements of the Corporations Act 2001 in relation
to the review; and

bl no contraventions of any applicable code of professional conduct in relation to the review.

This declaration is in respect of Athena Resources Limited.

Perth, Western Australia N G Neill
23 February 2007 Partner, LB Mann Judd

HLB Mann Judd (WA Partnacship)
15 Rheola Streat West Perth 6005, PO Box 263 Wes! Parth 6872 Western Australia. DX 238 {Perth) Telophone +61 {08) 9481 0077, Fax +61 (08) 3481 6886,
Email: hib@mjwa.com.at, Website: hitpiwww hlb.com.au

Fastrers: lan H Bareden, Terry bt Blenkinsog, Litsa Christodulow. Wayee b Stark, Lucio D Gislonarde, Colin & Emmaott, Trever S Hoddy, Norman O #edll. Peter J Speachiay

HLE Mann Judd (W& Pastnarehip) is 2 membar of HLB Internstional 2nd the Hi6 Mana Judd #aticnsl A imtiog of indep ity firre
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CONDENSED INCOME STATEMENT
FOR THE HALF YEAR ENDED 31 DECEMBER 2006

Notes
Revenue
Other income
Depreciation and amortisation expense
Other expenssas
Profit before income tax expense 2

Income tax expense

Profit after tax from continuing operations
Loss after tax from discontinued operation
Net profit for the period

Profit attributable fo minority interest

Net profit aftributable to members of parent

Basic earmings per share (cents per share)

Basic earnings per share from continuing operations {cents per
share}

Diluted earnings per share {cents per share)

Diluted earnings per share from continuing operations {cents
per share}

The accompanying notes form part of these financial statemenis

Consolidated

2006 2005
$ $

32,268 -

(2,121) .

(155,717} (535)

(125,570) (535)

(125,570) (535)

(125,570) (535)

(125,570) (535)

0.99 .

0.99 .

0.99 .

0.99 ]
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CONDENSED BALANCE SHEET
AS AT 31 DECEMBER 2006
Consolidated
Notes 31 Dec 2006 30 Junie 2006
$ $
Assets
Current Assets
Cash and cash equivalents 1,785,678 1,959
Trade and other receivablas 75,631 2,617
Other - 4,062
Total Current Assets 1,865,209 B.638
Non-Current Assets
Property, plant and eguipment 75,646 -
Deferred exploration expenditure 3 1,108,751 284 502
Total Non-Current Assets 1,181,357 284 502
Total Assets 3,046,606 293,140
Liabilities
Current Liabilities
Trade and other payables 377,308 48,332
Total Liabilities 377,308 48,332
Net Assets 2,669,258 244 808
Equity
tssued capital 4 2,805,160 255,100
Retained earmings {135,852} {10,292}
Total Equity 2,669,258 244 808

The accompanying notes form part of these financiat statements
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CONDENSED STATEMENT OF CHANGES IN EQUITY
FOR THE HALF YEAR ENDED 31 DECEMBER 2006

Cornisolidated

Issued Retained
Note Capital Earmings  Total Ecuity
3 ¥ 3
Balance at 1 July 2005 70,100 {1,148) 68,955
Shiares issued during the half year 35,000 - 35,000
Loss aitribuiable to members of the parent entity - {535} {535}
Balance at 31 December 2005 105,100 {1,680} 103,420
Balance at 1 July 2008 255,100 {10,292} 244 808
Shiares issued during the hall year 2,760,000 - 2,760,000
Shiare issue costs {208,940) - {209,540}
Loss aitributable to members of the parent entity - {125,570} {125,570)
Balance at 31 December 2008 2,805,160 {135,862) 2,669,298

The accompanying notes form part of these financiat statements
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CONDENSED CASH FLOW STATEMENT
FOR THE HALF YEAR ENDED 31 DECEMBER 2006

Cash flows from operating activities
Paymenits to suppliers and employees
Interest received

Net cash {used in) operating activities

Cash flows from investing activities
Proceeds from sale of non-current assets
Purchiase of nion-current assets
Payments for exploration expenditure

Net cash {used in) invesfing activilies

Cash flows from financing activities
Proceeds from issue of shares
Payment for share issue costs

Net cashi provided by finaricing activities

Net increase/{decrease) in cash held
Cash arid cash equivalents at 1 July 20086
Cash at 31 December 2006

The accompanying notes form part of these financiat statements

Consclidated

2008 2008

$ $

Inflows/{Outflows)
{63,528) (535)
31,856 -
{31.672) {535}
4412 -
{63,768) -
(494 ,044) {51,584)
{553,400) {51,584)
2,560,000 35,000
{191,209) -
2,368,791 35,000
1,783,718 {17,119
1,958 28,501
1,785,678 11,782
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2006

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The half-year consofidated financial statements are a generat purpose financial report prepared in accordance with the
requiremenits of the Corporations Act 2001, applicable accounting standards including AASB 134: Interim Financial
Reporting, Urgent Issues Group Interpretations and other authoritative pronouncemenits of the Australian Accounting
Standards Board {{AASE"). Compliance with AASE 134 ensures compliance with IAS 34 ‘Interim Financial Reporting’.

The half-year report has been prepared on a historical cost basis, except for land and buildings, derivative financial
instrumenis and available-for-sale financial assels which are measured at fair value. Cost is based on the fair value of
the consideration given in exchange for assets. All amounts are presented in Australian dollars, unless ofthierwise
noted.

i is recommended that this financial report be read in conjunction with the annual financial report for the year ended 30
June 2006 and any public announcements made by Athena Resources Limited and its subsidiaries during the half-year
in accordarice with continuous disclosure requiremerts arising under the Corporations Act 2001,

The half-year report does not include full disclosures of the type normally included in an annual financial report.
Therefore, it cannot be expected to provide as full an understanding of the financial performance, financial position and
cash flows of the group as in the full financial report.

for the purpose of preparing the half-year report, the half-year has been treated as a discrete reporting period.

The accounting policies and methods of computation adopted in the preparation of the half-year financial report are
consistent with those adopted and disclosed in the company's 2006 annual financial report for the financial year ended
30 June 2006.

in the half-year ended 31 December 20086, the Group has reviewed all of the new and revised Standards and
interpretations issued by the AASB that are retevant fo its operations and effective for annual reporting periods
begirining on or after 1 July 20086,

i has been determined by the Group that there is no impaci, material or otherwise, of the new and revised Standards
and Interpretations on its business and, therefore, no charnge is necessary to Group accouriting policies.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2006

NOTE 2: LOSS BEFORE INCOME TAX EXPENSE

The following revenue and expense items are relevant in explaining the financial

performancs for the half-year:

Write-off of capitalised exploration expenditure

Consuitant's Fees
Office Costs

NOTE 3: DEFERRED EXPLORATION EXPENDITURE

Costs carried forward in respect of areas of interest in the following phases:

Exploration and evaluation phase — at cost

Balarice at beginning of year

Expenditure incurred

Consolidated

31 Becember

31 December

2006 2005
$ $
79,000 -
41,475 B
31 December 30 June
2006 2006
$ &
284,502 -
821,245 284,502
1,105,751 284 502

The recoupment of costs carried forward in refation to areas of interest in the exploration and evaluation phases are

dependent on the successiul development and commercial exploitation or sale of the respective areas.

NOTE 4: ISSUED CAPITAL

Ordinary shares

tssued and fully paid

Movements in ordinary shares on issue

At 1 July 2008

Fully paid shares issued at 10 cents each
tssue of shares on acquisition of subsidiary
Fully paid shares issued at 20 cents each
Less: Share issue costs

At 31 December 2006

NOTE 5: SEGMENT REPORTING

Consolidated

31 December 30 June
2006 2006

$ $
2,805,180 255,100

No. $
8,500,000 255,100
1,800,000 160,000
1,080,000 200,000
12,000,000 2,400,000
- {209,940}
23,100,000 2,805,160

Burinig the half year the Group operated principaily in one business segment being mineral exploration and in orie

geographical segment being Australia.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2006

NOTE 6: ACQUISITION AND DISPOSAL OF SUBSIDIARIES

On 10 November 2008, the parent entity acquired 100 % of Capricorn Resources
Pty Ltd Limited, a minirig exploration entity. The purchase was satisfied by the
issue of 1,000,000 ordinary shares at an issue price of $0.20 each. The issue was
based on the market price at the date of purchase.

The purchase price was allocated as follows:
Purchiase consideration $200.800

Assets and liabilities acquired at acquisition date:

Cash 200
Deferred exploration expenditure 159,800
Total $200,000

The cash outflow on acquisition is as follows: -
Net cash acquired with subsidiary -

Cashi paid -

Net cash outflow -

The assets and liabilities arising from the acquisition are recognised at fair value which are equal to their carrying value
at acquisition date.

i the combination had taken place at the beginining of the year, the profit of the Group and revenue from condinuing
operations would have bean unchanged.

NOTE 7. CONTINGENT LIABILITIES

The Company has received notice of a Plaint was lodged on 31 October 2006 in the Karratha Wardens Coust by Nicoto
Salvatore Librizzi affecting mining lease 08/189 ("Mining Tenement”) held by Capricorn Resources Pty Litd {a wholly
owned subsidiary of the Company} and John Clarke White ("Mining Tenement Owners™). The Mining Tenement forms
part of the Company’s Ashburion Project. The Plaint alleges that the Mining Tenement Owrniers have not complied with
the expenditure obligations for the Mining Tenement for the most recent expenditure year, ending 5 May 2006. The
Company has reviewed the terms of the Plaint and believe that the allegations contained in the Plaint are without
foundation and that the Mining Tenement Owrniers have complied with the experiditure obligations for the Mining
Tenement for the most recent expenditure year

NOTE 8: EVENTS SUBSEQUENT TO REPORTING DATE

On 15 February 2007 the Company completed a rion renounceable option issue and a share and option placement. A
total of $756,000 was raisaed by the allotment of 2,500,000 fully paid shares and 25,600,000 options exercisable at $0.20
anid expiririg on 30 November 2008,
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DIRECTORS’ DBECLARATION

The directors of the company declare that:
1. The financial statemernits and notes thereto, as setouton 5o 11:

a. comply with Accounting Standard AASB 134: Interim Financial Reporting and the Corporstions
Regulations; and

b. give a frue and fair view of the consolidated entity's financial position as at 31 December 2006 and of its
performance for the half-year then ended.

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.

This declaration is signed in accordance with a resolution of the Board of Directors made pursuant to s.303{5} of the
Corporations Act 2001,

Edmond Willlam Edwards

Director

{ated this 23 day of February 2007
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INDEPENDENT AUDITOR'S REVIEW REPORT

To the members of
ATHENA RESOURCES LIMITED

Report on the Half-Year Financial Report

We have reviewed the accompanying half-year finanicial report, which comprises the condensed batance sheet as at 31
December 2006, the condensed income statement, condensed statement of changes in equily and condensed cash flow
statement for the half-year ended on that date, other selected explanatory notes and the directors’ declaration, of Athena
Resources Limited and the entities it controlled during the half-year ended 31 December 2006 {"consolidated entity™).

Directors’ Responsibility for the Half-Year Financial Heport

The directors of the company are resporisible for the preparation and fair presentation of the half-year financial report in
accordance with Australian Accounting Standards {including the Australian Accounting Interpretations} and the
Corporations Act 2001. This responsibifity includes designing, implementing and mairitaining intermial controls relevant to
the preparation and fair presentation of the hatf-year financial report that is free from material misstatement, whether due
to fraud or eror; selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonabtle in the circumstarices.

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 Auditing Standard on Review Engagemernits 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 matlier that makes us believe that the financial report is not in accordance with the
Corporations Act 2001, including giving a true and fair view of the comparny’s financial position as at 31 December 2008
and its performarnce for the half-year ended on that date; and complying with Accounting Standard AASB 134 Inferim
Financial Reporting and the Corporations Regidations 2001, As the audior of Athena Resocurces Limited, ASRE 2410
requires that we comply with the ethical requirements relevant fo 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 analylical and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with Australian Aucditing Standards and consequeritly does not enable us to obtain
assurance that we would hecome aware of all significant matiers that might be identified in an audit. Accordingly, we do
not express an audit opiniori.

independence

In conducting our review, we have complied with the independence requiremenis of the Corporations Act 2001. We
confirm that the independence declaration required by the Corporations Act 2001 has been provided to the directors of
Atrigna Resources Limited on 23 February 2007,

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 Athena Resources Limited is riot in accordance with the Corporations Act 2001 including:

{a) giving a true and fair view of the consolidated entity’s financiat position at 31 December 2006 and of its performance
for the half-year ended on that date; and

{b} complying with Accounting Standard AASE 134 inferim Financial Reporting and the Corporations Regulations 2001,

HLE MANN JUDD
Chartered Accountants

Perth, Western Australia N G NEHLL
23 February 2007 Partner

HLB Mann Judd (WA Partnecship)
15 Rheola Streat West Perth 6005, PO Box 263 Wes! Parth 6872 Western Australia. DX 238 {Perth) Telophone +61 {08) 9481 0077, Fax +61 (08) 3481 688,
Email: hib@mjwa.com.at, Website: hitpiwww hlb.com.au

Fastrers: lan H Bareden, Terry bt Blenkinsog, Litsa Christodulow. Wayee b Stark, Lucio D Gislonarde, Colin & Emmaott, Trever S Hoddy, Norman O #edll. Peter J Speachiay

HLE Mann Judd (W& Pastnarehip) is 2 membar of HLB Internstional 2nd the Hi6 Mana Judd #aticnsl A imtiog of indep ity firre




