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15 March 2006

Dear Shareholder

Over the past few months, the Directors have considered the strategic direction of the Company's
exploration aclivities and belisve it appropriate to expand that direction to include diamond mining
opportunities in Africa. With that in mind, recently the Company has been part of & syndicate of
comgpanies that have undertaken due ditigence investigations into several existing diamond mining
operations in Africa. In addition, the Company has taken a strategic investment in a new diamond
comgpany that is in the process of listing on the Alternate Investment Market in London. This
investment will provide access to additional investment opportunities in African diamond mining
companies.

As a result of this change in strategic direction, the Directors beligve it is in the bast inferests of the
Company to dispose of the Northern Territory project tenaments 1o focus on South Africa..

Kimberley Projecls
Argyle Dykes Prospect

The Argyle Dykes tenements are located immediately west of the Argyle diamond mine. Previous
explorers identified a number of lamproite dykes, and subsequent trial bulk sampling found them to
contain diamonds. Thin lamproite dykes are also evident at Hadrian's Wail approximately 2
kitometres to the west. Surface geochemistry sampling was completed over a grid in the area
between Hadrian's Wall {o the west and the Lissadell Dykes, and over discrest magnelic anomalies.
The results have not returned significant rare earth or base metal geochemistry.

EHendale Prospect

The Ellendale prospect is also of interest due o its proximity to the exploration and mining operations
of Kimberley Mining Company. The Ellendale tenement siraddies the Oscar Range fault and
associated structures and covers areas along strike from the Ellendale 4 pipe, which has recently
been approved for davelopment. Examination of previous exploration reports found that a base metal
explorar completed a ground gravity program there some years ago, teading to the delineation of
sevaral anomalies within the tenement. The tenement has recently been granted and the necessary
government requirements will need to be met before exploration can take place. Selected ground
geophysical surveys are being considerad for this prospect.

Corporate

During the half-year, the Company placed 50 million shares and options raising $2,500,000 and a
further 16 million options raising $160,000.

The altached financial statements for the half year have been prepared for the first time in
accordance with the new Australian Eguivalents to International Financial Reporting Standards
{"AIFRS3"). As a result, readers will notice significanily different disclosures from those they are used
to seeing. The implementation of AIFRS has not had a major financial impact on the Company.
Management has spent many hours analysing the new stendards and preparing the half yearly
financial statements and | thank them for this work.

JI Gutnick
Chairman & Managing Director

The technical information in this report has been reviewed and approved by Mr K Washburn who is
Member of the Australasian Institute of Mining & Metallurgy and who has over 26 years experience in
the exploration field.



Astro Diamond Mines N.L.
ABN 96 007 090 904
Directors' Report

The Directors of Astro Diamond Mines N.L. present their report for the half year ended 31 December

2005.

1.

Directors
The Directors of the Company in office during the half year and at the date of this Report are:

Mr Joseph Guinick FAusiMM FAIM MAICD
Chairman and Managing Director

Dr David Tyrwhitt PhD{Geology) BSc{Hons} FSEG{USA)} FAusiMM CPGeo
Non-Executive Director

Mr Mordechai Gutnick
Non-Executive Director

Review and Resuits of Operations

The Company recorded a net foss of $1,745,103 (2004: $3,190,668) for the half-year ended 31
December 2005.

Objectives

The Company's objective is to increase shareholder wealth through successful exploration
activities and mining activities whilst providing & safe workplace and ensuring best practice in
redation to its environmental obligations.

income Statement

Revenue

The Comgany as a mingral exploration group does not have an ongoing source of income.
Revenue received is normally from adhoc investment and tenement disposals, interest from
cash in bank, and one-off sales of exploration data.

in the 20056 half-year revenue has increased from $52,628 in 2004 to $64,057 in 2005 due to
an increasa in interest income.

Expenses

Expenses decreased from $3,243,296 for the 2004 half-year to $1,809,160 for the 2005 half-
year. Exploration expenditure written off decreased from $2,964,751 in 2004 to $1,455,243 in
2005. Foliowing the introduction of AIFRS, the group had fo write down previously carried
forward exploration expenditure on tenements that had not been granted and this has been
accounted for progressively as circumsiances required and expenditure on tenements now
considered to be non-prospective has been written off. Adminisiration cosis increased from
$232,281 In 2004 to $322,719 in 2005. Exiernal consultant costs increased from $450 in 2004
to $76,757 in 2005, the increase being the cost of due diligence carried out on investment
opportanities and native litle mestings; management fee and salaries charged by AXIS
increased from $170.699 in 2004 to $194,392 in 2005 as a result of additional administration
requirements after entity acquisitions in late 2004; and finance costs heing interest on
horrowings decreased from $48,264 in 2004 to $31,198 in 2005 as a result of repayment of
borrowings in 2005,

The result is an operating loss of $1,745,403 in 2005 compared to $3,180,668 in 2004,



Astro Diamond Minaes N.L.
Directors' Report

Balance Sheet
During the 2005 half-year the Group's cash balance increased from $618,238 af 30 June 2005
to $956,223 at 31 December 2005, receivables Increased by $684,395, and exploration costs
capitalized decreased from $1,930,143 in 2004 to $1,176,482 in 2005, representing the write
down in exploration expenditure on tenements now considered 10 be non-prospective.
Trade and other payables and borrowings reduced by $531,622 to $837,429.
Cash Flow
During the haif-year to December 2005 the Group raised $2,545,753 {nat) from the issue of
shares, repaid loans and borrowings of $86,007, and paid $1,351,725 in the normal course of
operations including for exploration.

3. Auditor’s Independence Declaration

The auditor's independence declaration as required under Section 307C of the Corporations
Act 2001 Is attached 1o this Report.

Signed in accordance with a resolution of the Board of Directors at Melboumne this 15th day of March
20086.

T1 Cuttancke

J4 | Guthick
Direcior



IMDEPENDENCE DECLARATION

TO THE DIRECTORS
AGTRO DIAMOND MINES M.L.

As lead engagement pariner for the review of Astro Diamond Mines N.L. for the half vear
erded 31 December 2005, | declare that, 1o the best of my knowledge and bellef, there have
beern

(@) no contraventions of the auditor independence reqguirements of the Corporations At in
rejation to the review, and

iy no condraventions of any appliceble code of professional conduet in relation to the

reviang,

» . v
’?éwjgf [gwﬁimf’f ﬁ;?f
PR 8L Fort
Chartered Acoouniants Lariner

15 Barch 2006
fMalbaurme




Astro Diamond Mines N.L.
ABN 96 007 090 904
Condensed income Statement
FFor the Half-Year Ended 31 December 2005

Consolidated Consolidated
Notes 2005 2004
$ 3
Continuing Operations
Finance revenue 3 59 030 128
Revenue 59 030 128
Other income 3 5,027 52,500
Exploration expenditure writien off {1,455,243) (2,964,751}
Administration expenses {322,719) {232,281}
Finance costs 3 {31,198) {46,264}
Loss before incomie fax {1,745,103) (3,190,668}
Income tax expense - -
Loss for the period after tax from continuing {1,745,103) (3,190,668}
operations
Loss attributable to members {1,745,103) (3,190,668}
Earnings per share Cenis Cents
Basic loss per share for the half-year 4 {0.60) (2.18)
atiributable to ordinary egquity holders
Diluted loss per share for the half-year 4 {0.80) {2.18}

atiributable to ordinary egquity holders

The condensed income statement should be read in conjunction with the accompanying notes fo
the condensed financial statements.



Astro Diamond Mines N.L.
Condensad Balance Sheet as at 31 December 2005

Consolidated

Consolidated

As at As at
31 December 30 June
Note 2005 2005
3 $
ASSETS
Cuarrent Assets
Cash and cash equivalenis 956,223 619,235
Receivables 784 878 100,483
Inveniories 4 000 4.000
Other current assets - 2,064
Total Current Assets 1,745,101 725,786
Non-Current Assets
Exploration expenditure 1,176,482 1,930,143
Receivables 14,600 14,000
Total Non-Current Assets 1,180,482 1,944,143
TOTAL ASSETS 2,835,583 2,669,929
LIABILITIES
Cuarrent Liabilities
Trade and other payables 837,429 1,383,044
Short-term borrowings - 86,007
Total Current Liabilities 937,428 1,469,051
TOTAL LIABILITIES 937,428 1,469,051
NET ASSETS 1,898,154 1,200,878
EQUITY
Issued capital 5 45,709,660 43,353,529
Reserves 1,620,889 1,434,541
Accumulated losses (45,332,285} {43,587,192)
TOTAL EQUITY 1,898,154 1,200,878

The condensed batance sheet should be read in conjunction with the accompanying notes to the

condensead financial statements



Astro Diamond Mines N.L.
Condensed Cash Flows Statement for the Half Year Ended 31 December 2005

Cash flows from operating activities

Interest revenus
Payments in the course of operations
Borrowing costs paid

Net cash {used in} operating activities

Cash flows from investing activities

Payments for exploration expenditure
Proceeds from disposal of assets
Advance to other entity

Repayment by other antity

Net cash {used in} investing activities

Cash flows from finaricing activities

Proceeds from issue of securities
Transaction costs on issue of shares and
options

Proceeds from borrowings

Repayment of borrowings

Net cash provided by financing activities

Net increase/{decrease) in cash held

Cash and cash equivalents at beginning of
pariod

Cash and cash equivalents at end of period

Consolidated

Consolidated

2005 2004
$ $

40,067 431
(641,844) (225,496)
(878) (4,869)
(602,655) (229,034)
(709,881) (8,554)
1,108 -
(1,053,015} -
241,591 -
{1,520,107) (8,554)
2,660,000 -
(114,247) (13,599)

- 250,759

(86,007) (200,000
2,459,746 36,760
336,084 (201,728)
619,239 208,232
956,223 6,504

The condensed cash flows statement should be read in conjunction with accompanying notes 1o the

condensed financial statements.



Astro Diamond Mines N.L.

Condensed Statement of Changes in Equity for the Half-Year Ended
31 December 2005

issued Accumuliated Totat Equity
Capitat Losses Res;rves {Deficiency)
Consolidated $ $
At 1 July 2004 37,347,178 (38,557,531} 371,364 {838,989}
Net loss on available-for—sale financiat
assets - - {4.480) {4.480)
Total incorne and expense for the period
recognised directly in equity i i {4.480) {4.490)
Loss for the petiod - {3,180,668) - {3,180,668)
Total recognised incoms / expanse for
the period - {(3,180,668) {4,450} (3,185,158}
Issue of equity for acquisiiion of Boldhill 2,400,000 - 4,076,000 3.476,000
Holdings Pty Lid
Cost of share-based payment 45,000 - - 45.000
Equity transaction costs {7,914) - {6,436} {14,350}
At 31 December 2004 39,784,264 (41,748,168 1.436,438 (b27.457)
At 1 July 2005 43,353,529 {43,687,192) 1,434,541 1,200,878
Loss for the petiod - {1,745,103) - (1,745,103}
Total recognised income / expanse for ) {1.745,103) ) (1,745,103)
the pariod ! ' ! !
issue of share capital 2,560,000 - 160,000 2,750,000
Equity transaction costs (203,8693) - {3,652} {207.621)
At 31 December 2005 45,708,560 {45,332,295) 1,620,885 1,998,154

The condensed statement of changes in equity should be read in conjunction with the accompanying
notes to the condensed financial statements.



Astro Diamond Mines N.L.
Notes to the Half-Year Financial Statements
For the Half-Year Ended 31 December 2005

1. BASIS OF PREPARATION OF HALF YEAR FINANCIAL STATEMENTS

Astro Diamond Mines N.L. (the "Company®} is a company domiciled in Australia. The consolidated
financiat report of the Company for the haif-year ended 31 December 2005 comprises the Company
and its controlied entities ("the Group™).

The consolidated financial report was authorised for issue by the Directors on 15 March 2008.

The half year financial report does not include all notes of the iype normally included within the
annual financial report and therefore cannot be expecied (o provide as full an undarstanding of the
financial performance, financial position and financing and investing activities of the consolidated
entity as the full financiai report.

The half-year financial report should be read in conjunction with the annual Financiat Report of Astro
Diamond Mings N.L. as at 30 June 2005, which was prepared based on Australian Accounting
standards applicable to financial periods beginning before 1 January 2005 (AGAAP}.

It is alse recommended that the half-year financial report be considered together with any public
announcements made by Asire Diamond Mines N.L. and its conirolied entities during the half-year
ended 31 December 2005 in accordance with the continuous disclosure obligations arising under the
Corporations Act 2001.

{a) Basis of accounting

The half-year financiat report is a general-purpese financial report, which has been prepared in
accordance with the requirements of the Corporations Act 2001, applicable Accounting Standards
including AASB 134 “Inferim Financial Reporting” and other mandatory professional reporting
requirements.

The half-year financial report has been prepared on & historical cost basis, except for available-for-
sale financial assels that have been measured at fair value. The Company has elected to early
adopt the accounting standard AASB 8 “Exploration for and Evaluation of Mineral Resources”.

For the purpose of preparing the half-year financial report, the hailf-year has been freated as a
discrete reporting period.

{b) Statement of compliance

The half-year financial report complies with Ausiralian Accounting Standards, which include
Australian equivalents fo International Financial Reporting Standards (AIFRS). Comgliance with
AIFRS ensures that the half-year financial report, comprising the Bnancial statemenis and notes
thereto, complies with International Financiat Reporting Standards ({IFRS).

This is the first half-year financial report prepared based on AIFRS and comparatives for the half-year
ended 31 December 2004 and full-year ended 30 June 2005 have been restated accordingly. A
summary of the significant accounting policies of the Group under AIFRS are disclosed in Note 1(c)
below.

An explanation of how the transition 1o AIFRS has affected the reporiad financial position, financial
performance and cash flows of the Group I8 provided in Note 9. The note includes reconciliations of
equity and profit and loss for comparative periods reported under Australian GAAPR (previous GAAP)
1o those periods under AIFRS.



1.

{c)

Astro Diamond Mines N.L.
Notes to the Half-Year Financial Statements
For the Half-Year Ended 31 December 2005

BASIS OF PREPARATION OF HALF YEAR FINANCIAL STATEMENTS {Cont’d)

Summary of significant accounting policies

()

i}

(i)

{iv}

(v}

{vi)

Basis of consolidation

The financial statements of the subsidiaries are prepared for the same reporting
period as the parent company, using consistent accounting policies.

In preparing the consclidated financial statements, all intercompany balances and
transactions, income and expenseas and profit and losses resulting from intra-group
fransactions have been aliminated in full.

Subsidiaries are fully consolidated from the date on which controt is transferred fo
the Group and cease 1o be consolidated from the date on which control is transferred
out of the Group.

Foreign currency franslation
Both the functional and presentation currency of the Group is Australian dollars {AS).

Transaclions in foreign currencies are initiaily recorded in the functional currency at
the exchange rates ruling at the date of the transaction. Monetary assels and
liahifities denominated in foreign currencies are refransiated at the rate of exchange
ruling at the balance sheet date.

All exchange rate differences in the financial report are faken to the income
statement.

Non-monetary items that are measured in terms of historical cost in a foreign
currency are fransiated using the exchange rate as at the date of the initial
transaction.

Non-monetary tems that are measured at fair value in a foreign cusrency are
translated using the exchange rates at the date when the fair value was determined.

Revenue
Revenue is recognised o the extent that it is probable that the economic benefits will
flow to the Company and the revenue can be reliably measured.

Finance Inferest
Interest revenue is recognised as the interest accrues.

Finance costs
Financing costs comprise interest payable on borrowings. Interest is recognised as
an expense when incurred.

Leases
Operating lease payments are recognised as an expense in the income statement
on a straight-ling basis over the lease term.

Cash and cash equivalents
Cash and short-term deposits in the balance sheet comprise cash at bank and in
hand and short-term deposits with an ofiginal maturity of three months or less.

10



{c)

Astro Diamond Mines N.L.
Notes to the Half-Year Financial Statements
For the Half-Year Ended 31 December 2005

BASIS OF PREPARATION OF HALF YEAR FINANCIAL STATEMENTS {Cont’d)

Summary of significant accounting policies {Conit’d.)

{vii}

{viii}

{1x)

Othier receivables

Other receivables are recognised and carried at original invoice amount less an
aflowance for any uncollectible amounts. An estimate for doubtful debis is made
when collection of the full amount 8 no longer probable. Bad deblts are written off
when identified.

Imipairment of assets

The Group assesses at each reporting date whether there is an indication that an
asset may be impaired. If any such indication exists, or when annual impairment
testing for an asset is required, the Group makes an estimaie of the assels
recoverable amount. An assel's recoverable amount is the higher of its fair value
less costs to sell and its value in use and is determined for an individual asseat,
unless the asset does not generate cash inflows that are largely independent of
those from other assets or groups of assets and the assel's value In use cannot be
estimated to be close to its fair value. In such cases the asset is tested for
impairment as part of the cash-generating unit to which & belongs. When the
carrying amount of an asset of a cash-generating unit exceeds its recoverable
amount, the asset or cash generating unit is impaired and is writlen down to its
recoverabie amount.

In assessing value in use, the estimated future cash fows are discountad to their
present value using & pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the assel.  Impairment losses
relating to continuing operations are recognised In those expense categories
consistent with the function of the impaired asset unless the assel is caried at
revalued amount {in which case the impairment loss is treated as a revaiuation
decrease).

An assessment is also made at each reporting date as o whether there is an
indication that previousty recognised impairment iosses may no longer exist or may
have decreased. f such indication exists, the recoverable amount is estimated. A
previously recognised impairment l0ss is reversed only if there has been a change in
the estimates used to delermine the assel's recoverable amount since the last
impairment loss was recognised. If that is the case the carrying amount of the asset
is increased to its recoverable amount. That increased amount cannot exceed the
cartying amount that would have been delermined, net of depreciation, had no
impairment loss been recognised for the asset in prior years. Such reversal is
recognisad in profit or loss unless the asset is carried at revalued amount, in which
case the reversal is treated as a revaluation increase. AfRer such a reversal the
depreciation charge is adjusted in fulure periods to allocate the assel's revised
carrying amount, less any residual value, on a systematic basis over its remaining
useful #fe.

income tax

Current tax assets and liabllities for the current and prior periods are measured at
the amount expacted to be recovered from or paid to the taxation authorities. The
tax rates and tax laws used to compute the amount are those that are enacted or
substantively enacted by the balance sheet date.

Current {ax is the expected tax payable on the taxable income for the pericd. The
Company has not derived taxable income in either the current or previous periods.

13



1.

{c)

Astro Diamond Mines N.L.
Notes to the Half-Year Financial Statements
For the Half-Year Ended 31 December 2005

BASIS OF PREPARATION OF HALF YEAR FINANCIAL STATEMENTS {Cont’d)

Summary of significant accounting policies {Conit’d.)

{x}

{xi}

Deferred income tax is determined using the balance sheet method which calculates
tamporary differences on the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes.

Unrecognised deferred income tax assels are reassessed at each balance date and
are recognised to the extent that it has become probable that fulure taxable profit will
allow the deferred asset {6 be recovered.

Income taxas relating o items recognised directly in equity are recognised in equity
and not in the income statement.

Other taxes
Revenues, expenses and assets are recognised net of the amount of GST except:

« where the GS8T incurred on a purchase of goods and services is not recoverable
from the taxation authority, in which case the GST i recognised as part of the
cost of acquisition of the asset or as part of the expense item as applicable; and

+« receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is
included as part of receivables or payables in the balance sheet.

Cash flows are included in the cash flow staterment on a gross basis and the GST
component of cash flows arising from investing and financing activities, which is
recoverable from, or payable to, the taxation authority are classified as operating
cash flows.

Commitments and condingencies are disclosed net of the amount of GST
recoverable from, or payabie to the taxation authority.

Investments
All investments are initlally recognised at cosi, being the fair value of the
consideration given and including acquisition charges associated with the
investment.

After initial recognition, investments, which are classified as held for trading and
available-for-sale, are measured at fair value. Gains or losses on investmenis held
for trading are recognised in the income statement.

Gains or losses on available-for-sale investments are recoghised as a separate
component of equity untit the investment is sold, collected or otherwise disposed of,
or until the investment is determined o be impaired, at which fime the cumulative
gain or loss previously reported in equity is included in the Income statement.

For investments that are aclively traded in organised financial markets, fair value is
determined by reference 1o Stock Exchange guoted market bid prices at the close of
business on the balance sheet date.

12
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{c)

Astro Diamond Mines N.L.
Notes to the Half-Year Financial Statements
For the Half-Year Ended 31 December 2005

BASIS OF PREPARATION OF HALF YEAR FINANCIAL STATEMENTS (Cont’d)

Summary of significant accounting policies {Conit’d.)

(xii)

{xiii)

For investments where there s no quoted market price, fair value is determined by
reference 1o the current market value of another instrument which is substantially the
same or is caiculated based on the expected cash flows of the underlying net asset
base of the investment.

Purchases and sales of financial assets that require delivery of assets within the time
frame generally established by regulation or convention in the market place are
recognised on the trade date i.e. the date that the Group commits to purchase the
asset.

Accounting policy appticable for the six months ending 31 December 2004,

Investments in other listed entities were measured at the lower of cost and net
realisable value and determined in respect of each security holding. The effect of the
changs in this accounting policy to the current policy is set outin Note 8.

Exploration

Exploration expenditure is capitalised for each separate area of interest where rights
to tenure are current and:

(&) such costs are expectad to be recovered through successful development
and exploitation or by sale; or

{b) where activities in the area of interest have not yet reached a stage which
permits reasonable assessment of the existence or otherwise of
economically recoverable reserves and active and significant operations in
relation to the area are continuing.

Ultimate recoupment of exploration expenditure carried forward is dependent on
successful development and commercial exploitation, or alternatively, sale of the
respective areas.

The carrying values of expenditures carried forward are reviewed for impairment at
each reporting date when the facts, events or changes in circumstances indicate that
the carrying value may be impaired. Accumulated expenditures are written off (o the
income statement to the extent to which they are considerad (o be impaired.

Accounting policies applicable for the six months ending 31 December 2004,
The accounting policy was the same as described above with the exception that

costs incurred on tenements prior {o the granting of tenure were carrisd forward
subject o impairment tasting at each reporting date.

The effect of the change in this accounting policy to the current policy is sst out in
Note 9.
Trade and othlier payables

Trade and other payables are stated at cost.

13



{c)

Astro Diamond Mines N.L.
Notes to the Half-Year Financial Statements
For the Half-Year Ended 31 December 2005

BASIS OF PREPARATION OF HALF YEAR FINANCIAL STATEMENTS (Cont’d)

Summary of significant accounting policies {Conit’d.)

{xiv}

{xv)

Interest-bearing borrowings {related party}

Interesi-bDearing borrowings are recognised at cost.  After initial recognition interest-
bearing borrowings are stated at amortised cost with any difference between cost
and redemption valug, if any, being recognised in the income statement over the
pericd of the borrowings on an effective interest basis.

Provisions

Provisions are recognised when the Group has a present obligation (legal or
constructive) as a result of a past event, it is probable that an outflow of resources
embodying economic benefits will be required 10 settle the obligation and a refiable
estimate can be made of the amount of the obligation. If the effect of the time value
of money is material, provisions are determined by discounting the expected future
cash flows at & pre-tax rate that reflects the risks specific to the liability.

2. SEGMENT INFORMATION

The principal business and geographical segment of the Group is mineral exploration within

Australia.
REVENUE AND EXPENSES Consolidated
2005 2004
$ $
Specific items
Loss before income {ax expense includes the following
revenues and expenseas whose disclosure is relevant
in explaining the performance of the entity:
Finance revenue
Interest
Other Enfity 24,710 -
Other 34,320 128
Total finance revenue 59,030 128
{iiy Other income
Sundry income 5,027 52,500
Total other income
(i} Finance Costs
Borrowing cosis
Related Parties 878 28,820
Gther Entity - 4.855
Other 30,320 13
Equity line of credit agreements costs - 12,578

Total finance cosis 31,198 46,264

14



Astro Diamond Mines N.L.
Notes to the Half-Year Financial Statements
For the Half-Year Ended 31 December 2005

4. EARNINGS (LOSS) PER SHARE

Basic earnings per share

The calculation of basic earnings per share for the six months ended 31 December 2005 was
based on the loss attributable to ordinary shareholders of $4,745,103 (six months ended 31
December 2004: loss $3,180,868 consolidated) and a weighted average number of ordinary
shares outstanding during the six months ended 31 December 2005 of 288,458,708 (six months
ended 31 December 2004: 135,425,182} calculated as follows:

Profit attributable to ordinary shareholders

For the six months ended 31 December 2005
Loss for the period

Weighted average number of ordinary shares

For the six months ended 31 December
Issued ordinary shares at 1 July

Effect of shares issued July

Effect of shares issued September
Effact of shares issued October

Effact of shares issued December

Weighted average number of ordinary shares at 31
December

Diluted earnings per share

Consolidated

2005
$

(1,745,103)

2004

(3,190,568)

Number of shares

Number of shares

245,730,638 131,683,968
42,663,043 i
- 458,750

- 13,913,043

65,217 -
288,458,798 146,065,751

There is no calculation of difuted earnings per share as the effect of converting “cut of the money”

oaptions at reporting date would be anti-dilutive.

15



Astro Diamond Mines N.L.
Notes to the Half-Year Financial Statements
For the Half-Year Ended 31 December 2005

ISSUED CAPITAL

Ordinary shares
Issued and fully paid

Movaments in ordinary shares on issue

At 1 July 2005

Placement of shares

Transaction costs on share issue

Shares issued as commission on share placement

Transaction cosis on share issue

. COMMITMENTS

Exploration

Changes in existing commitments

As a result of the Mining Amendment Act 2005
assentad to by the Wastern Australian Government on
12 December 2005 and effective 10 February 2006,
the amounts which may be required to retain existing
tenements have changed. These commitments are as
foltows:

Not later than one year
Later than one year but not later than five years

. CONTINGENT LIABILITIES

There has been no change since 30 June 2005

Consolidated

31 December 30 June
2005 2005

$ $

45,709,580 43,353,528
Number of shares $
245,730,538 43,353,528
50,000,000 2,500,000

- (202,281}

1,500,000 60,000

- (1,688)
297,230,538 45,709,560
788,880 632,300
1,785,240 1,764,800
2,683,920 2,387,100

15



Astro Diamond Mines N.L.
Notes to the Half-Year Financial Statements
For the Half-Year Ended 31 December 2005

8. GOING CONCERN

The consolidated entity has incurred a loss of $1,745,103 in the half-year to December 2005. The
Financial Report has been prepared on the basis of going concermn which contemplates continuity of
normal business activities and the realisation of assets and settlement of liabiliies in the ordinary course
of business. The Directors believe this basis to be appropriate. In addition o its current assets, on 7
September 2004, the Company announced that if had secured a $3 million facility with a US-Based
Investment Fund (the "Fund"). Under the terms of the facility, the Company may, at #ts discretion, issue
shares to the Fund at any time over the next 36 months from 7 September 2004, up to a tofal of $3
million. The Company may draw down up to $50,000 in any five-day period. Shares issued will be priced
at a 3% discount to the lowest daily VWAP of the Company shares traded 0n each of the five-day pricing
period which follow an advance notice by the Company. A commission of 5 per cent will be payable by
the Company at the time of issue. Furthermore, if shareholders approve the fransaction set out in Note 10
and the transaction settles, the Company will receive a further $1,500,000 and be reimbursed for
expenditure on those tenements from 1 February 2006.

9. EXPLANATION OF TRANSITION TO AIFRS

For all periods up o and including the year ended 30 June 2005, the Group prepared its financial
statements in accordance with AGAAP. These financial statements for the half year ended 31 December
2005 are the first the Group Is required to prepare in accordance with Australian equivalents fo
Internationat financial Reporting Standards {(AIFRS).

Accordingly the Group has prepared financial statements that compily with AIFRS, applicable for financial
years beginhing on or after 1 January 2005 and the significant accounting policies meeting these
requirements are described in note 1. In preparing these financial statements, the Group has started
from an opening balance sheet as at 1 July 2004, the Group's date of transition fo AIFRS, and made
those changes in accounting policies and other restatements required by AASB 1 “First Time Adoption of
AIFRS".

This note explains the principal adjusiments made by the Group in restating the AGAAP balance sheet as
at 1 July 2004, and iis previously published AGAAP financial statements for the haif-year ended 31
December 2004 and for the year ended 30 June 2005,

Exemptions Applied

The Group has made its slection in relation to the transitionad exemptions allowed by AASB 1 “First Time
Adoption of Australian Equivalents fo International Financial Reporting Standards” as follows:

Dasignation of praviously recognised financial instruments.

Financial instruments were designated as financial assets available for sale at the date of transition to
AIFRS.

Share-Based Payment Transactions
AASB 2 "Share-Based Payments” is applied only to equity instruments granted after 7 November 2002
that had not vested on or before 1 January 20056.

Exemgplion from the reguirement to restate comparative information for AASB 132 and AASB 139. The
Group has not elected fo adopt this exemption and has applied AASB 132 'Financial Instruments:
Presentation and Disclosure” and AASB 138 "Financial Instruments: Recognition and Measurement” (o
its comparative information.
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9.

Astro Diamond Mines N.L.
Notes to the Half-Year Financial Statements
For the Half-Year Ended 31 December 2005

EXPLANATION OF TRANSITION TO AIFRS {Cont'd.)

Notes to the reconciliation of equity and profit

1.

Exploration and Evaluation — AASB 6 — “Exploration for and Evaluation of Mineral Resources” was
issued in December 2004.

As at 30 June 2004 and 2005, the carrying valug was based on a review carnied out by management
and agreed upon by the Directors of the Company. The carrying value has been further adjusted to
take into account expenditure on ungranted tenements except refundable rents whers there is no
underltying tenure. The adjustment to the carrying value of the asset at 30 June 2004 is a decrease
of $96,037, at 31 December 2004 a decrease by $3,047,768, (cumulative} and at 30 June 2005, a
decrease of $135,088 (cumulative). Exploration expenditure wiitten off as at 31 December 2004
increased by $2,851,731 and at 30 June 2005 increzsed by $39,081 due io the write off of
expenditure on tenements classified as ungranted.

Impairment of Assets — The recoverable amount of non-current assets wilt be assessed as the higher
of net selling price and value in use, on a discountad basis. The Comgpany currently assesses
recoverable amounts of non-cusrent assets based on undiscounted future net cash flows. The
Company's non-current assets (other than exploration and evaluation and receivable assets) are not
material and therefore, the Company does not believe the impairment of assets test will have &
material effect on the Company’s financial position.

Property Plant and Equipment — The fair valuse of properly, plant and equipment at 30 June 2004 and
31 December 2004 is not material. There was no property, plant and equipment at 30 June 20056.

Income Tax — The change from the calculation of deferred tax balances using the income statement
method 1o the AIFRS compliant palicy of using the balance sheet method has had no impact on
recognised deferred tax balances or an income tax expense. Recoupment of the Company's and
Group's carry forward tax fosses cannot be considered probable as defined in AASB 112 “Income
Taxes”, therefore deferred tax balances remain unrecognised as was the case under the “virtually
certain® test under previous GAAP.

Share Based Payments — Under AASB 2 Share Based Paymenis, the Company is reguired to
determine the falr value of options issued to employees as remuneration and recognise an expense
in the income stalement. It applies to all share-based payments issued after 7 November 2002 which
have not vested as at 1 January 2005. No adjustment has besen made for share based payments
made prior to 1 January 2005 as the Company has slected not 1o re-calculate comparatives and it
had not disclosad the fair value of those equity instruments, determined at measurement date, at the
time.

Non Cusrent Liabilities — Fair value is considerad 1o approximale cost as interest is charged at
commercial rates.

Available-for-sale Invesimenis — The invesiments have been restated o fair value, quoted market
price at the close of business on the balance sheet date. The adjusiment to the carrying value of the
asset at 30 June 2004 is an increase of $6,387, at 31 December 2004 an increase of $1,896 and as
at 30 June 2005 no investments were held.

No material impacts oceurred to the cash flows re-stated under AGAAF on adoption of AIFRS.
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Astro Diamond Mines N.L.
Notes to the Financial Statements
FFor the Half-Year Ended 31 Decamber 2065

9. EXPLANATION OF TRANSITION TO AIFRS {Cont’d.)

Summary of transitional adjustments {continued)

The following table sets out the adjustments to the Balance Sheet of the Company at transition to AIFRS as at 1 July 2004 and for the
AIFRS comparative periods Balance Sheets as at 31 December 2004 and 30 June 2005.

CONSOLIDATED

CONSCLIDATED

CONSOLIDATED

1 JULY 2004 31 DPECEMBER 20604 30 JUNE 2005

P;g‘g;‘;f T;'Ian?::;:m AIFRS P‘;g‘g‘;‘f T:an:a:;t:tm AIFRS PX"G“’;‘;‘;,S Ti;::::;;m AIFRS
ASSETS
Current assets
Cash and cash eguivalents 208,232 - 208,232 6,504 - 6,504 618,238 - 619,230
Receivables 11,457 - 11,497 128 - 128 100,483 - 100,483
inventories 4,000 - 4,000 4,000 - 4,000 4,600 - 4,000
Other current assets - - 30,000 - 30,0460 2.064 - 2.084
Total current assets 223,728 - 223,728 40,832 - 40,632 T25,788 - 725,786
Non-current assels
Avaiable-for-sale investmenis 4,991 68,387 14,378 4,581 1,886 8,887 - -
Other - - 47,428 . 47 428 - - -
Exploration expenditure 483,839 {98,037} 387,802 4,494,512 {3,047.768) 1,448,744 2,065,241 {135,098} 1,830,143
Receivables 114,000 - 114,000 14,000 - 14,000 14,000 - 14,000
Total non-current assets 602,830 {89 650} 513,180 4,560,820 {3,045872} 1,515,057 2,079,241 {135,098} 1,044,143
Total assets 826,508 {89 650} 738,908 4,601,561 {3,045872} 1,555,689 2,805,027 {135,098} 2,663,929




Astro Diamond Mines N.L.
Notes to the Financial Statements
FFor the Half-Year Ended 31 Decamber 2065

9. EXPLANATION OF TRANSITION TO AIFRS {Cont'd.}

Summary of fransitional adjustments {Conf’d.}

Recoricitiation of Equity continued

CONSOLIDATELD CONSOLIDATED CONSOLIDATED
3 JULY 2004 31 DECEMBER 2004 30 JUNE 20065
P;g‘i‘;‘;f T:an:a:;t:tm AIFRS F:g“‘:i‘]‘,s Tri?::::ci?n AIFRS P‘;g‘g;‘;‘; Tri::::;zé?n AIFRS
LIABILITIES
Current liabilities
Trade and cther payables 603,547 - 803,547 1,006,481 - 1,006,481 1,383,044 1,383,044
Short-term borrowings - - 25 - 25 86,007 86,007
Total current Habilities 603,547 - 803,547 1,006,506 - 1,006,506 1,468,051 1,489,051
Non-current liabilities
Long-term borrowings 972,351 - 972,351 1,076,880 - 1,076,680 - -
Total non-current Habilities 972,351 - 972,351 1,076,880 - 1,076,880 - -
Total liabilities 1.575,898 - 1,675,888 2,083,186 - 283,186 1,468,051 1,489,051
Net assets {Deficiency) (749,339} 189,650} {838 980} 2.518,375 (3,045 872) (527 487} 1,335 976 {135,008) 1,200,878
EQUITY
Issued capital 37,347,178 - 37,347,178 38,784,264 - 38,784,264 43,353,529 43,353,529
Reserves 354977 6,387 371,364 1,434,542 1,808 1,436,438 1,434 541 - 1,434 541
Retaingd losses (38 461,494 {96,037) (38,557,531} | (38,700.431) (3.047,768) (41,748,199 | (43,452,004 {135,008) (43,587,192
Total equity {Deficiency} {749,339} {89,650) {838,984} 2,518,375 {3,045 872} {527 487) 1,335,876 {135,008) 1,200,878




Astro Diamond Mines N.L.

Notes to the Financial Statements

9. EXPLANATION OF TRANSITION TO AIFRS {Cont’d)}

Summary of fransitional adjustments {Conf'd.)

Reconciliation of loss for the half year endead 31 December 2004 and year ended 30 Junie 2005

Finance revenue

Other income

Exploration expenditure refunded
Exploration expenditure written off
Administralion expenses

Stemp duty costs expensed
Finance costs

Carrying vatue of non current sssets sold

ELoss from continuing operations before income tax
income tax expense

Loss after tax for the period

L ose attributeble to members

Basic Earmnings Fer Share (cents)

Biluted Eamings Per Share {cents)

CONSOLIDATED

FFor the Half-Year Ended 31 Decamber 2065

CONSOLIDATED

31 DECEMBER 2004 30 JUNE 2005
Previous Transition AIFRS Pravious Transition AIFRS
AGAAP impact AGAAP impact
128 - 128 12,736 12,738
52,500 - 52,500 50,546 80,548
- - - 34,329 - 34,329
{13,020} {2,851,731} (2,964,751) {3.088,061) {39,061} {4,027 122}
{232,281} - {232,281} {477 B30} {477 837}
- - - {477,351} {477,351
{46,284} - {46,264} {149 971} {149,871}
- - - {4,991} {4891}
{238,637) {2,651,731) {3,190,668) {4,690 800} {39,061} {5,029 661)
{238,637} {2,651,731) {3,190,668) {4,690 800} {39,061} {5,029 661)
{238,637) {2,651,731) {3,190,668) {4,690 800} {39,061} {5,029 661)
{0.18) - {2.18) {2.88) {2.90}
{6.18) - {2.18) {2.88}) {2.90}
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Astro Diamond Mines N.L.
Notes to the Financial Statements
For the Half-Year Ended 31 December 2005

10. EVENTS SUBSEQUENT TO BALANCE DATE

On 3 March 2008, the Directors announced the Company and Legend International Holdings Inc
{*Legend”} had entered into a Contract for the Sale of Mining Tenements dated 3 March 2006 {o set out
the terms of the sale of the Northern Territory Project Tenements 1o Legend. The Contract is conditional
on the Comgpany receiving Shareholder approval to the proposed sale. Mr JI Guinick and Dr S Tyrwhilt
are directors of Legend and a company of which Mr JI Guinick is a director and shareholder is the major
shareholder of Legend. A summary of the terms is as follows:

1. The consideration payable by Legend is $1,500,000 in cash.
Setttement is due 90 days after the Company's shareholders approve the sale, or earlier if the
parties agree.

3. The Company has provided commercial warranties which are usual for a transaction of this
nature in favour of Legend.

4. Al setitement, Legend will reimburse the Company for all costs of exploration incurred by the
Company on the Northern Territory Project Tenements after 1 February 20086.

5 The Company engaged Benson Pariners Corporate Advisory Pty Lid ("Benson Parthers”™) o
prepare an independent axperts report and Benson Partners concluded that in their opinion, on
balance, the transaction is fair and reasonable 1o non-associated shargholders.
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Astro Diamond Mines N.L.
Directors’ Declaration

In the opinion of the Directors of Astro Diamond Mines N.L. {"the Company™}:

{a) The accompanying financial statements and notes are in accordance with the Corporations Act
2001, including:

(i giving a true and fair view of the financial position of the Company as at 31 December
2005 and of its performance;

(il  complying with Accounting Standards and the Corporations Regulations 2001; and

{b) There are reasonable grounds 1o believe that the Company will be able to pay its debis as and
when they become due and payable.

Signed in accordance with a Resolution of the Directors at Melhourne this 15th day of March 2006.

T Gtk

J.1. Guinick
Direclor
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INEEPEMDENT REVIEW REPGRYT

TOTHE MEMBERD OF ASTRO DIAMOND BHNES 8L

Suope

We have reviewed the financial report of Astro Diamond Mines N4 for the helf-year ended 31
Decembaer 2005 as sef out in pages § o 23,0 The fnancial report ingludes the consolidated
finmneial statements of the congolicated entity comprising the disclosing entity and the enfities 4
cortrofiad st the end of the half-vesr or from time o Hme during the helfwear. The disclosing
antity's direclors are responsible for the financial report. We have pedormed an independsnt
renview of the financial report In order to state whather, on the basis of the procedures descoribed,
anything has come to owr attention that would indicate that the financial report s not preserted
fairly in accordancs with Accounting Standard AASE 134: interirm Financkzl Regorting and other
rnancatory professionst reporting regiirements in Australie and statutory requirements, so as o
orasent & view which is consigtent with ow understanding of the consolidated entity's financial
position, and performance as represented by the results of it operations and its cash fliows, and
i order for the disclosing enlity to lodge the Bnancial report with ihe Australian Securities ang
frvestments Gommission,

O revies has bean corglucted in accordance with Australian Auciting Standards appliceble o
rgview engagements. A review s flimited primarily to houides of the disclosing enfity's
parsnriel and analvtical procedures applied to the fnancigl data. Thess procedures do not
provide all the evidence that would be requlred In an sudit, thus the tevel of assurance provided
s kras than given in an audil. We have not performed an sudit and, accordingly, we do not
grprass an audd opinion.

independonce

By conduciing our review, we followed the applicable independence requirernents of Australian
professionat ethical  pronouncements  and  the Corporations  Act 2001, The  auditors
independence deciaration given o the directors would be in the samae terms if it had been ghven
at the trre the review report was mads,

Statemend

Based on our review, which is not an audlt, we have nof becorme aware of any matters that
makes us Deleve thal the halfyeasr financiel report of Astro Diamond Mines ML, & not in
anvordancs with.

{m} the Corporstions Act 2001, inchuding:
(43 givineg 2 true and e view of the cormolidaled entity's financial position as at 31
December 2008 and He performance for the halfyesr ended on that date; and
(#} complying with Accounting Standard AASE 134: Inlerdm Financlal Reporting
and the Corporations Regulations 2001, and

(b othar mandatory professions! reporting requirements in Ausbalia,
£ Aot £
B B L Part

Chartared Accourtants Parirer

16 March 2008
Tdeibnurnea




