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Dear Shareholder

h@SNJ GKS LIrad mu Y2yGKax b2NIK ! dZAGNIfAlLY 5AFY2yRa [GR
consolidating all work completed to date, aimed at establishing the commercial viability laiishipp Merlin Project as a

long term diamond producer. Merlin is well placed to become the only diamond mine in the Northern Territory and the
third producer in Australia.

Over 10,000 carats of diamonds have previously been recovered during the 201€apifality production trials. This
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ability to produce a high proportion of large, gem quality, exceptionally white stones. The valaddmmeflects the

strength of the current market and the positive supply and demand fundamentals of the diamond industry going
forward.

Prefeasibility studies completed by AMC Consultants Pty Ltd and Consulmet Pty Ltd reported robust capital and
operatingmetrics for the Merlin Project. Consulmet, a global mineral process engineering consultancy specialising in
diamond liberation and detection processes, have been engaged to conduct a definitive feasibility study of the Merlin

Project which will provide dailed engineering designs, capital and operating costs and a mining schedule forecasting

production over the life of mine. Completion of this study, due early 2012, will be a final step before the decision to

mine and begin plant construction.

The solidprogress in developing a sustainable and profitable diamond mine at Merlin is underpinned by 2.9 million
OFNYG&a 2F GKS /2YLIlyeQa NBaz2dz2NOS |aasSia o0SAy3a Oflaarta
level of certainty of economic pential. The Merlin Diamond Mine is now the second largest diamond Mineral Resource
and Reserve in Australia.

28§ [NB Fftaz2z LXSFaSR G2 |yy2dzy0S GKIFIG 2y {SLGSYoSNI nus
Resources granted the Company an Brgilon Licence over an area with significant potential to host diamonds in
alluvial gravels near the township of Borroloola. The Company has mapped approximately 5 square kilometres of gravels
at the surface and the gravels are expected to continue batower over an extended area providing a substantial
volume of potentially diamond bearing alluvial material. The Department of Resources has also approved the Mine
Management Plan proposed by the Company allowing Northern Australian Diamonds to begirk pragram to

recover up to 5000 tonnes of alluvial material from sample pits in the area for processing at the Merlin Diamond Mine to
test the economic potential.
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1 The totalMerlin JORC compliant combined Indicated and Inferred Mineral Resource is 19 million tonnes for a
contained 4.3 million carats.

I The total Merlin JORC compliant Probable Ore Reserve which is additional material to the above Mineral
Resource is estimated af..1 million tonne for a contained 2.9 million carats.

Engineering firm Consulmet has been engaged to conduct a Definitive Feasibility Study.

The diamonds recovered in the production trials have been valued at over USD$330 per carat by Independent
Diamond Valuers Pty Ltd.

I Prefeasibility studies indicate that the Merlin Diamond Project cash operating costs will be approximately
US$160 per caratesulting in an operating margin over US$170 per carat.

The Company has been granted an Exploration Licence over the Borroloola alluvial diamond project.

Heads of Agreement has been signed with Meteoric Resources to explore a number of aeromagnetic anomalies
in West Arunta region of WA.
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| thank you for your past support of the Company and look forward to your continued support in the future.
L3

Joseph Gutrk
Executive Chairman
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Introduction
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focused on prefeasibility productiortrials aimed at establishing the commercial viability of its flagship Merlin

Project in the Northern Territory, Australia. Over 10,000 carats of diamonds have been recovered during these
trials.

The Merlin Project comprises 14 kimberlite pipes of whicWwe®e subject to opespit mining over a Yyear

period commencing in 1998. The operations ceased in 2003 having produced 507,000 carats of diamonds.
During its short operational life, Merlin Project was renowned for the production of top quality whiteotidm

and large specials, the largest being 104&@gats. North Australian Diamonds acquired the project from the

Rio Tinto group in 2004. The Merlin Project has significant-teear production potential and high priority
exploration targets within the 859 knf tenement holding surrounding the Merlin Diamond Project.

In addition to the Merlin Diamond Project, North Australian Diamonds has an extensive R&OtEhement
holding in Arnhem Land as well as a famagreement with Rio Tinto to earn a 1008¢erest for diamonds in
tenements which comprise 9,134 kim the Daly River area. These tenements are considered to have potential
for diamonds and other minerals.

The Company continues to hold3dz Ay G SNBad Ay ¢2L) 9y R | Hdsfyllysmoutd & ¢ 2 LI
in late 2007.

Merlin Project¢ Northern Territory

The Merlin Project comprises the Merlin Diamond Mine operations and the surrounding exploration tenements
64daSNIAY hNbBPAGEOD G2aGFf€Ay3 | LILINE EA Yhe ki®ivrdextencai the 1 Y u
Merlin Kimberlite Field. The Merlin Project is located some 100 km south of the settlement of Borroloola and
comprises 14 kimberlite pipes, grouped into four clusters. Twelve of these pipes are amenable to open pit
mining or bulk smpling. Over a 5 year period commencing 1998, Rio Tinto/Ashton Mining operated nine open
pits at the Merlin Diamond Mine to produce 507,000 carats of diamonds. The mining operations ceased in 2003
and the Merlin Diamond Mine was acquired by the ComparB0y.

Project Highlights

q The total Merlin JORC compliant combined Indicated and Inferred Mineral Resource is 19 million tonnes
for a contained 4.3 million carats.

q The total Merlin JORC compliant Probable Ore Reserve is estimated at 11.1 millioficiloarm®ntained
2.9 million carats.

q The total Merlin diamond Mineral Resource and Ore Reserve is now the second largest in Australia.

1 Engineering firm Consulmétas been engaged to conduct a Definitive Feasibility Study. This study will
provide detailed engineering designs, capital and operating costs as well as a mine schedule and
production forecasts

1 Prefeasibility production trials have been completed withtatal of 40,000 tonnes of material

processed resulting in the recovery of 10,600 carats of diamonds with the largest diamond recovered

being a 24.12 carat gem quality diamond.

2,590 carats of diamonds were in excess of 1ct; representing 24% of the picrdtrél.

The diamonds recovered in the production trial have been valued at over USD$330 per carat by

Independent Diamond Valuers Pty Ltd

1 Prefeasibility studies indicate that the Merlin Diamond Project cash operating costs will be
approximately US$160er carat; resulting in an operating margin over US$170 per carat.
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recommending that the ELA proceed to grant. Subsequent to this successful meetipgh12 was
granted on September 2, 2011.

i Heads of Agreement has been signed with Meteoric Resources to explore a number of aeromagnetic
anomalies in West Arunta region of WA.
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Probable Ore Reserves

Review of Activities

The combined Probable Ore Reserve for all diamond @p&erlin is 11.1 million tonnes for an average grade
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Probable Ore
Reserve (Mt)

Southern Cluster

PalSat 8.1
SubTotal 8.1
Central Cluster

Gawairf 0.5
Ywairf 0.1
SubTotal 0.6
Northern Cluster

Kayé 0.9
Ector 1.5
SubTotal 2.4
TOTAL 11.1

Grade (c/t) Carats (Mcts)

0.30
0.30

0.39

0.81
0.44

0.12

0.07
0.09

0.26

241
241

0.21

0.05
0.26

0.10

0.11
0.22

2.89

Inferred andindicated Resources
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The combinedndicated and Inferred MineraldRource for all diamond pipes at Merlin1i8.02million tonnes
F2NJ LYy @SN 3IS 3ANFYRS 2F

carats.
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IndicatedMineral
Resource (Mt)

Southern Cluster

PalSat

Launfaf 1.58
Excalibut 0.46
Tristranf

SubTotal
Central Cluster

Gawairf 0.53
Ywairf 0.02
SubTotal

Northern Cluster

Gareth 0.13
Kayé

Ector

Bedeveré 0.37
SubTotal
TOTAL 3.09

Inferred Mineral
Resource (Mt)

6.59
1.70
0.31
0.74

0.61
0.10

0.14
2.14
3.47
0.14

15.93

Total (Mt)

6.59
3.28
0.77
0.74
11.38

1.14
0.12
1.26

0.27
2.14
3.47

0.50
6.38
19.02

Grade(c/t)

0.30
0.25
0.34
0.06
0.27

0.39
0.81
0.43

0.22
0.12
0.07

0.21
0.11
0.24

Carats (Mcts)

1.96
0.82
0.26
0.04
3.09

0.45
0.09
0.54

0.06
0.26
0.26

0.11
0.68
4.31

'Resource grade based on previous mining operation recovery using a +0.95 mm slotted bottom screen and a +0.95mm cut-

off.

Resource grade based on bulk sample test work using a +0.85 mm slotted bottom screen and a +1mm cut-off.
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Pre-Feasibility Production Trials

The prefeasibility production trials commenced in 2009. Since this time a variety of processing and recovery
components have been tested in the processing circuit aimed at increasing plant throughput and improving
diamond liberation and recovery.

The conbined resource for the pipes included in the geasibility production trials is in excess & @illion
tonnes. This resource is compliant with JORC reporting standards, and is sufficient to potentially underpin a
long term mining operation

Production Tials

The prefeasibility production trials which commenced in 2009, have focused on the pipes Gawain, Ywain,
Kaye, PalSac and Launfal as well as utilising stockpiled material from previous operations. Mining and economic
modelswere refined by AMC Consalitsas part of the prdeasibility study aimed at moving Merlin towards a

long term sustainable mining operation. Approximaté;000 tonnes have been processed for the recovery of
10,600 carats of diamonds. The largest diamond to be recovered was & 24rat gem quality diamond which

was recovered in March 2010. This diamond is the largest that the Company has recovered since acquiring the
Merlin project in 2004.

Diamond Parcel

With the build up of a large diamond parcel, currentlell in excess of @,000 carats, the Company is
investigating downstream value adding strategies including the branding of Merlin diamonds. The Company
0S8t AS®Sa (KIG GKS 3JI22R ljdz2rtAGe yR fFNHBS RAFY2YyRA
marketing opportuiities that will be important in redeveloping Merlin and successfully establishing North
Australian Diamonds as an integrated long term diamond producer.

t NE@A2dza GNRAIE YAYyAy3d O2yRdzOGSR o6& wiz2 ¢AydG2 LINRO.
diamonds, to enable price points for the diamonds recovered from pipes Ywain and Gawain to be established.
Based on these sales, Merlin diamonds agbéaverage prices ranging from US$150 to US$180 per carat for
G§KS WNHzy 2F YAYSQ LINRRdAZOGAZ2Y D I NBlFaasSaavySyid 27T NZ
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The strength in price reflects the continuing strength of the international diamond market and premium quality

2F GKS aSNIAY RAlFY2YR&a&O® LYRSLISYRSYG 5AlY2YyR =+ f dzS1
production was sold to the Antwerp markfor a number of years by its previous owners Rio Tinto and Ashton
Mining, during that period the Merlin production was a sought after item and which to this day is recognised by
Diamantaires for its exceptional white content in the higher quality good2eintroducing the Merlin

production to the market would be a relatively straight forward task and would certainly be well received by
S5ALFYlIYydl ANBaDE

Merlin Feasibility Study

Preliminary technical studies based on {ieasibility level studies, for a 1.5ph (approximately 300,000 carats

LISNJ @8SIENL RAFY2YR YAYAYy3I YR LINRPOS&daAy3dI 2LISNIGAZYZ
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full feasibiity study.

In August 2011 the contract for a definitive feasibility study was awarded to Consulmet, a grojeset serving

the minerals industry through the design and construction of production ready processing plants. Their focus is

in the design of cminution, gravity separation and hydraetallurgical plants. Consulmet have completed
projects in Australia, South Africa, Angola, Zimbabwe, Sierra Leone, Tanzania, DRC and Zambia. The processing
plants were built for diamond, gold, emeralds, coal, PGN3 ferrochrome operations. The Consulmet team
comprises of mineral process engineers, project managetsouse design specialists, logistics & support, site
management and construction personnel.

Consulmet have already completed a stage 1 study at aeasdfility level for the Merlin project, assessing
previous testwork and the likely design of a diamond treatment and recovery plant including all associated
infrastructure. This study will be further refined with detailed capital and operating costsnesriig,
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construction methodology and a lump sum offer which will be incorporated into the upcoming definitive
feasibility study.

Early indications for the Merlin Diamond Project, estimate cash operating costs of approximately US$160 per
carat, and an opeting margin over US$170 per carat. The work completed to date by both AMC and
Consulmet, in conjunction with the current strong price and positive outlook for the diamond price, indicates
that the current definitive feasibility study will define a longrrte profitable new diamond mine for the
Northern Territory and Australia

Merlin Orbit Explorationg Northern Territory

The Merlin Orbit exploration properties consist 48 tenements surrounding the mining lease of the Merlin
Diamond Mine and totals approrately 36,200km2.

Borroloola Alluvial Project

Ten kilometres south of the township of Borrolodeys2 Yy S 2F b2NI K ! dZAGNI ALYy 5A
prospects. An application was lodged in 2@B#ploration Licence Application 245%@r an area of 289 blocks
(approximately230,000 acres)TKS b2 NI KSNY [l YR [/ 2dzy OAf Q& Cdzf t / 2 dzy O’
26YSNEQ RSOA&AZY (2 02y aGhyAlgusti 2 201K BExplagahidn Yidenc® 518 WaS f A
granted to he Company for a period of six years.

The Borroloola Alluvial Diamond Prospect represents a significant and unique opportunity to explore for a large
volume, high value alluvial diamonds deposit.

The prospect represents the only major alluvial concentrat a low point inthe catchment that is known to
host significant diamond deposits. The alluvighvelshave not been testedn detail however they are
confirmed as diamond bearirig previous limited sampling

The surface exposed gravels are withinaaga of 5sq km. The total area which could potentially be host to
gravel deposits and is yet to be explored is in the order of 300sg km. This significantly increases the opportunity
to identify a large volume, high value alluvial diamond deposit.

Being inclose proximity to testing equipment at Merlin will ensure a rapid evaluation of the gravels.

A Mine Management Plan (MMPR9r a seven week prograrhas been approvedlhe program will recover up

to 5000 tonnes of gravel which will be screened on site §dreened material will then be carted to the Merlin
Diamond Mine for processing and diamond recovery. Any recovered diamonds will be assessed for quality,
value and grade which will aid in the evaluation of the economic potential of the alluvial project.

Lancelot Prospect

The Lancelot Prospect is situated some 40 km south of Merlin and comprises an area where there are
significant numbers of indicator minerals and diamonds reporting to surface samples. Trench mapping and
heavy mineral sampling has led to the identificatiofi indicator mineral bearingluvial material This is
believed to be derived from the eroding of rocks in the southern part of the license area. The samples have not
yet been processed for diamondsFurther trenching and sampling of thidueial material towards its
interpreted source aredas been completed in the last year with samples currently being processed through
the Perth Laboratory.

Arnhem Land Projeat Northern Territory

The Company controls the mineral rights to diamonds over an extensit®lpn of exploration tenements
aggregating approximate®817&m?2 within the Arnhem Land region dfie¢ Northern Territory

Swancove and Red River Resources Joint Venture agreegidADL earning 80%

North Australian Diamonds has a contractual right to obtain an 80% interest in 2 tenements covering
approximately2,1001 Yu 2F fFyR Ay (GKS LINRPaALISOGABS 6SaiSNy NB3
acquire an 80% interest in the 2 tenements is dtindal on the grant of these tenements which are currently

at the application stage.
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Reconnaissance Sampling

The Company has conducted a number of reconnaissance stream sampling programs on its granted tenements
in Arnhem Land with a total of 109 samplesving been collected to date.

Processing of reconnaissance stream samples collected in 2010 was completed wdidimumd indicator
minerals of potentially kimberlitic origin reported to date. Further reconnaissance sampling conducted in
August 2011 consted of stream gravel sampliran five tenements and infill loam sampling on an additional
tenement which had previously reported microdiamontdfese samples are currently being processed.

Yambarra Project Northern Territory
Rio Tinto Yambarra Farin ¢NADL Earning 100%

The Company is a party to a faimagreement with Rio Tinto whereby the Company may earn 100% interest
for diamonds in tenements in the Daly River region of the Northern Territory. These tenements have a total
project area of 9,134kfn

Access Meetings

A Final Consultation Meeting for the tenements under application was held in conjunction with a work program
meeting for the granted tenements with traditional owners and the Northern Land Council in July 2011. The
NLC advised that akklevant traditional owners were not present and a second meeting is scheduled for early

September 2011. Field activities will commence on the granted tenements following this meeting and will
include followup to positive results previously reported arttentified by Rio Tinto.

The recovery of kimberlitic chromites and microdiamonds and macrodiamonds in stream and loam samples by
previous explorers provides evidence for the presence of kimbeskitéch is a source rock for diamonds. The
SEL also contains up to thirty aeromagnetic anomalies that may be indicative of a kimberlite. The company
considers SEL26956 to be highly prospective for kimberlites and work will involve ground investigatien of t
aeromagnetic anomalies and follewp samples to the kimberlitic chromites and diamonds. The program will
require the use of a helicopter.

Kimberley Projects
North Kimberley
2AGKAY (GKS /2YLI yeQa

inferred resource of 1.5million carats, contained within the Ashmore, Seppelt 1 and 2 kimberlite pipes. The
Company holds these resources under mining leases, as they continue to retain commercial potential.

b2 NI K YAYO0o S NIp&ioudRidentifey &RtotdlINR 2 S C

Pipe Inferred Tonnes Carats Grade (cpht)*
Ashmore 2,457,500 166,813 6.79
Seppelt 1 2,058,000 786,780 38.23
Seppelt 2 335,000 624,500 186.42

TOTAL 4,850,500 1,578,093 32.53

*Based on a lower screen eoff of 1mm.
Webb Project

During the quarter the Company signed a heads of agreement with Meteoric Resources to explore a 500 square
kilometre package of four Meteoric tenements in the West Arunta region of Western Australia for diamonds.
Meteoric acquired the tenements over a desof more than 50 discrete, circular magnetic anomalies evident

from regional aeromagnetic data in the Webb area. The magnetic targets may represent a kimberlite or
lamproite pipe field in an area of extensive windblown sand cover. There are no recobalsy @revious

diamond exploration having been carried out in this area and the targets are considered to be completely
untested. Under the terms of the agreement, and subject to completion of an exploration access agreement

with the traditional owners, N Yl & SIFNYy 712 2F aSiS2NRAOQa NRIKGa Ay
within five years of signing an access agreement. A minimum programme of sampling and 1,000m of drilling is
NBIljdZA NBR RdzNAY3I (GKS FANRG G2 &@SFENAR LINA2NI 2 b!5Q& |
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Uranium Interests

North Australian Diamonds has a 28% interest in Top End Uranium. Top End Uranium Ltd (ASX: TEU) is a
uranium focused exploration company with uranium and based metals mineral rights over an extensive land
package in the Northerifierritory.

CKS /2YLIlyeQa GSySySyida IINB Ay GKNBS aSLINIGS I NBI 3
potential to host uranium mineralisation:

a) The McArthur South Projectarea lies midway between Darwin and Mt Isa. The Exploration Licences
(EL3 over which TEU hold uranium rights potentially cover lithologies which host uranium mineralisation
at Westmoreland which is located 120km east of the project area.

b) In Arnhem Land, TEU holds uranium exploration rights over a number of ELs thabodber Arnhem
Shelf along the western margin of the McArthur Basin within 100 km of the East Alligator River uranium
field. Uranium rights are also held over additional potentially prospective ELs which are located along
the eastern margin of the McArthur I & A y ® /| 2ttt SOGA OGSt & sAmnhiei §and | NB |
Project
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over a group of ELs which lie along a major tectonic zone that links the Pine @mgén, one of
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McArthur South Project

The McArthur South Tenements area comprised gfranted tenements situatedni the southern McArthur
Basin.

The uranium mineralisatioat the Pandanus Creek/Westmoreland uranium field is primarily hosted in the basal
Westmoreland conglomerate and to a lesser degree within the overlying Siegal Volcanics. The uranium
exploration potential of the McArthur South ELs is based largely on whether Westmadr€langlomerate
and/or Seigal Volcanics occur within the2 Y LJI ¥lés G@nificant uranium mineralisation has been
discovered in thee formationsvhichare located some 12@m east south east of the project area

6
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Based on a correlation of magnetic responses, it is interpreted that Seigal Volcanics may extend to the west
and into the southern tenements of the project area which may indicate the potential for Westmoreland type
mineralisation within the project area.

Puzzle Creek

In late 2008 a reconnaissance RadonX survey was undertaken targeting interpreted structures intersecting the
unconformity between the Seigal Volcanics and the underlying Westmorland Conglomerate in the Puzzle Creek
area. This is a well estédled geological setting for uranium mineralization in the Westmorland area, located
100km to the east. RadonX is an uranium exploration tool which is a refinement of the-Badctivated

charcoal technique developed by the South African Atomic En@gfC32 NI G A2y Ay GKS wmdpTtnQ
highlighted a number of anomalous Radon gas responses which were followed up by a more detailed RadonX
survey in 2009.

A number of anomalous Radon gas responses were highlighted in the initial RadonX stinvéyewnost
promising responses being followed up by soil geochemical sampling. Detailed-dpllswil geochemical
sampling revealed one of the radon gas anomalies to be coincident with anomalous soil geochemical responses
in the elementauranium thorium, copperand constrained to an area approximately 200m by 200m. Additional
follow-up and validation soil sampling has been completed and resodticate that the anomaly may be
related to uraniumscavenging organic material associated with a surfacendga feature. Further
interpretation is required prior to making a decision for drill testing the anomaly.

PUZZLE CREEK
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Arnhem Land Project

The Arnhem Land project area comprigéstenements,11 of which are granted. The project area lies to the
east and south easof the East Alligator River uranium deposits and can be separated into a western and
eastern limb. Within the western limb, key areas of interest for the Company include Nungbalgarri Creek,
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Liverpool River and Jimbu. The eastern limb key areas ogsitarclude MitchelFlinders and Parsons Range

t NBGA2dza SELIX 2Nl GA2y F2NJ dzNI yAdzy Ay ! NYKSY [FYyR 20
technigues and in some instances basic airborne geophysical systems. For approximately 20 yeargdittle

dzNJ yAdzy SELX 2N} GA2y (G221 LXLIOSo Ly GKS YAR wmMddn Qs
modern exploration techniques.

The Arnhem Land project areas that are closest to the East Alligator River uranium deposits (Ranger, Jabiluka,
Koongara, and Nabarlek) have the highest prospectivity for unconfortyipe uranium deposits where the
mineralisation is associated with the unconformity at the base of the Kombolgie Sandstone.

a) Western Limb Areas of Interest within the Arnhem Land Project

The Nungbalgarri Creek area, situated @@ north east of Ranger Uranium Mine, and the Liverpool River area
situated approximately 7&m east soutkeast of the Nabarlek Uranium Mine are considered priority target
areas for unconformitytype uranium mineraligtion. Based on conceptual models there is also potential over a
much wider area within the western limb for Westmorelatyghe uranium mineralisation associated with mafic
and other volcanic rocks occurring at shallower depths within the sediments whatieothe unconformity at

the base of the Kombolgie Sandstone.

The Jimbu area, located further to the south and approximately KifGsouth east of the East Alligator River
Uranium Field, is similarly considered prospective for unconfortyig uranium nmneralisation. The
conceptual targets in this instance are higher in the sedimentary sequence where uranium could potentially be
associated with intrusive mafic rocks based on the similarities in geological setting for uranium mineralisation
observed inthe Westmoreland area.

b) Eastern Limb Areas of Interest within the Arnhem Land Project

Within the eastern limb area older basement rocks, equivalent in age to the Pine Creek Orogen basement
rocks, have been thrust upwards along the MitcHdihders ThrusBelt exposing an unconformity within the
overlying sediments which are equivalent in age to the Kombolgie Subgroup sediments. This geological setting
is considered analogous to that seen in the East Alligator River area, and hence has potential féoromityen

type uranium mineralisation.

On the western side of the Thrust Belt, the regional NTGS airborne radiometric data reveals an isolated, narrow
but well defined uranium only anomaly, associated with the faulted contact between the Parsons Range Group
sediments and the Roper Group sediments. This distinct Parsons Range anomaly provides evidence that
uranium mineralisation may be present in the sediments well above the basal unconformity.

10.1 Access Meetings

An Initial Meeting was held on 4th August in Arnhem Land for 3 tenements (EL22262, EL8331) &ith
Traditional Owners agreeing to consent to negotiate to grant for these titles.

10.2 Sampling

In August TEUL undertook reconnaissance and infill stream geochemical samplibgeneaments(EL26206,
EL330, EL27237, EL27238, EL1@2@RBEL25976 A rock chip sampling and geological mapping program was
conducted on EL25976 to follow up an ainbe radiometric anomaly.Samples from both these activities are
pending analysis.lt is anticipated that an additional field program will be possible before the onset of the
northern wet season. A further 3 tenemen(tsL331, EL337, EL3388) be sampled fthowing a Work Program
Meeting scheduled for October.

10.3 Stream Sediment Sampling
Anomalous Leadinc Results

Reconnaissance stream sediment samples previously collected bZdh®any reportedresults of up to
229ppm Zn and 128ppm Rithin EL26206. Followp of these anomalous results was completed during
August with the collection of 18 infill stream geochemical samfleese samples are pending analysis.
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11. Yambarra Project Area

The Tenements within the Yambarra project area leng a major tectonic zone that links the Pine Creek
Orogen to the Halls Creek Mobile Belt, which hosts major mineral occurrences. Similar geological settings
within the tenements where Proterozoic aged sediments unconformably overly basement rocksleptioei
potential for unconformity type uraimm mineralisation. (See fig. 4)

No exploration specifically aimed at locating uranium has been undertaken on these tenements since the early
MpTnad !4 GKFG GAYS | AATYAFAOSYUQ NI IRA 2NMBA8A DA I ly2 IR
NTGS airborne radiometric survey revealed that the source of this anomaly, which is $omia fength, may

be associated with the faulted unconformity between the Fitzmaurice Group Sediments and the basement
Hermit Ceek Metamorphics.

11.1 Access Meetings

TEUL heldifal Consultation Meeting in Daly River region for ELA22348, ELA10381, EL&1028%to 15th
July. At this meeting not all relevant Traditional Owners were present and additional meetings are scheduled
for early September.

TEUL also heM/ork Programme Meeting in Daly River region for SEL26956, SEL26983® to 15th JulyAt
this meeting not all relevant Traditional Owners were present and additional meetings are scheduled for early
September.

11.2 Door Creelkdranium Anomaly

The Door Creek Uranium anomaly extends for a distance of almost 5km and is associated with a drainage
emanating from the nearby Tom Turner fault, which, in this area, coincides with the unconformity between the
Fitzmaurice Group sedimengsd the underlying older basement rocks.

Ground followup of the anomaly comprisedf spectrometer traverses and limited auger drilling and sampling
was able to confirm the anomaly on the ground. Associated sampling failed to produce anomedousm
responses indicating thdteld procedures may not have been optimal for sampling anomalously radioactive
geochemistry in this environmentHowever, a water sample from a spring at the headwaters of Door Creek
reported 29Y A ONER 3 NJ Y &g/l I8 saniun i aldBickgraiund of 0.04ug/l.

A number of conductive targets were identified frorVAEM airborne geophysical survwaydertakenin 2008.
The most significant of these conductors lies somek2n5to the north west of the fault and may represent a
discrete conductive unit estimated to be at a depth of less than hefres.

The close proximity of this anomaly to Tom Turners Fault is very significant as this is a geological setting that is
consistent with the setting of unconformity type uranium minésation elsewhere in the Northern Territory.

A soil sampling program comprising 93 samples has been completed over the source point of the airborne
anomaly, which is some 600m from the Tom Turner fault ahd distancefrom the drainage. Although
recording some slightly elevated Uranium and base metal responses no specific target was identified.

The agenda of the September Work Program Meeting is to dikddswork aimed at resolving the Door Creek
anomaly Specifically to determine howé anomaloussuiface materiais associated with a primary source

The technical information in this report has been reviewed and approved by Tom Reddicliffe, a consultant of the Compmayt-eltoov of the

AUSIMM, has sufficient experience which is relevant to §le ef mineralisation and type of deposit under consideration and to the activity which

KS A& dzy RSNIIF1Ay3 (2 ljdZ tAFe & I /2YLISGSyid t SN&2Yy lotation ReSulsAMI@®l Ay (K
Resources and OreS & SNIBSaQd ¢2Y wWSRRAOIATTS O2yaSyita G2 GKS AyOfdaAsagkt Ay GKS
in which it appears.
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The Directors oNorth Australian Diamondsimited present their report for the year ended 30 J@td 1
1. Directors

The Directors of the Company in office since 1 200 and up to the date of this Report are:

Current Directors

Mr Joseph GutnickFAusIMM FAIM MAICD
ExecutiveChairman Managing Directorand Chief Executive Officer

Mr Gutnickis a leading mining industry entrepreneur. ki@s been a Director of the Company si2€98 Heis
currently Executive ChairmarRresident and Chief Executive Officernoimerous listed public companies in

both Australia and North America includingegend International Holdings, Inc., Golden River Resources
Corporation, Northern Capital Resources C@peat CentraResources Coruantum Resourcdsimited and

Top End Uranium Ltcand Executive Chairman and President of Aurum, Inc. and Electrum International, Inc
Mr Gutnick has been responsible for overseeing the discovery of the Plutonic gold deposit, and the discovery,
developmen and operation of the world class Bronzewing and Jundee gold mines in Austtdéawas
awarded the Diggers award at the 1997 Diggers and Dealers Industry Awards and is a former Director of the
World Gold CounciHe was a Director oAcadian Mining Coration from October 20020 February 2010

and Royal Roads Corporation frdvovember 20090 February 2010Age59

Craig Michael
Executive Director

Mr Michael has over 10 years experience as a geology professional in the mining and resources indisstry. He
currently a Director offop End Uranium Ltdnd Quantum Resources Limitead Director and Chief Executive
Officer of Aurum, Incand Electruminternational, Incand Executive General Manager of Legend International
Holdings, Inc. His previous work was with Oxiana Ltd, an international mining company with operations in
South East Asia and AustralMr. Michael was based in Laos in senior management positionsdsthMine
Geologist and Resource Geologist at the Sepon Copper Gold Project. Prior to his time with Oxiana, he was a
Mine Geologist at Sons of Gwalia's Carosue Dam Gold Project in Western Australia where he also conducted
his first class honours thesis tireir flagship Karari gold deposige34

Henry Herzog
Non-Executive Director

Mr Herzog has more than 40 years of corporate and management experience. He has been a @fithetor
Company since December 2009r. Herzog has served in various positiossRaesident, Vice President or
Director of a number of publicly listed companies in Australia and the United States, predominantly in the
mining sector and is currently also a Directotefjend International Holdings, lndr. Herzog was responsible

for the restructuring and reorganization of several publicly listed companies including Bayou International
Limited, now known as Golden River Resources Corporation, where he served as its President and Chief
Executive Officer from 1988988 and as a Vice Présit from 19881989. For at least the past five years, Mr.
Herzog has also been managing a number of private investment entities. He is also a member of the Board of
Trustees of a noiprofit college of higher educatioge69

Directors who ceased to holuffice prior tothe date of this report

Thomas Reddicliffe resigned8 July 2011

Mr Reddicliffe was exploration manager for Ashton Mining Limited and was directly responsible for the
discovery of the Merlin Diamond Mine in the Northern Territory. Mr Reddicliffe has over 30 years of
experience in the diamond industry. Mr Reddicliffengd the Company in February 2001 and was the

[ 2YLIl yeQa DSYSNIf alyl3aSNI 2F 9ELIX 2N} GA2Yy YR 9@ f dzt

During the last three years Mr Reddicliffe lena director ofTop End Uranium Ltd.
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2. Principal Activites and Review and Results of Activities

The principal activity of the @eolidated Entityduring the financial year wadiamond explorationin the
Northern Territory and North Kimberley of Western Australi@here has been no significant change in the
nature of these activities during the financial year.

Objectives

CKS /2YLIyeQa 202SO0GAGS Aa (2 AYyONBIFaAS aKlINBK2f RSNJ |
providing a safe workplace and ensuring best practice in relation to its environnmadigdtions.

The key opportunity for the Company during the year has been the advancem#r dferlin diamond mine
pilot programmeandits explorationprojects

Statement of Comprehensive Income

The Consolidated Entiyoes not have an ongoing source of revenue. Its revenue stream is normally from ad
hoc tenement disposals, sale of fixed asséboratory services, government grants and rebated interest
received on cash in bank.

In the current yearrevenue was geerated from third party usage of the diamond processing laboratory of
$218,151 (2010:$174,51); the Company generate®928,586 (2010:$974,296 in other income from
settlement of litigation,government research and development grants and fuel rebatesgtassage charges
by related parties and a management fee ¢02 LJ 9y R | NI y A dzwployedbénefits @xpénses 0
increased from $665,928 $757,984as a result of support services to the Merlin operatiamsich were
offset by consultancy fees which neced from $34,07%0 $20,696 lease rental expenses decreased from
$221,447 to $47,966 primarily due to a change in office premit®s;consultancy feeslecreasedfrom
$86,964t0 $49,255as a significant amounbf the 2010 expenseelated to the prior period research and
development claim which was on a success fee basis compared to the cigseatch and developmenmtaim
which was on a fee for services basis; a reduction in the takeover costs from $23 $iiil as the takeover
concluded in August 2009; the decrease in the write off of exploration expenses from $51@,%329,708as
little work was performed on tenements not yet granted in 20ahd the impairment of associate o4&3,460

as a result of thelecreasen the market vale of TEUbetween 2010and 2011

As a result, NAD incurred a loss from continuing operatior®87,050(2010:$417,619. During the year, net
finance income wa$364,440 (2010$381,046 primarily being interest income generated frofands on
deposit following capital raisings duringrior years The share of theequity accountedloss of TEU was
$165,310 (2010$98,253. $566,648 (2010: $nilncome tax was provided faturing the year as a result of the
recognition of previously unrecognised temporar{feliences, including losses.

The loss for the year wé,304,5682010:$134,826, or 1.12 cents per share2010 0.13cents per share).
Statement of Financial Position

At 30 June2011, the Company had cash at bank $£,853,789compared t0$9,495,560at 30 June 2010.
During the year, the Compa@ygeceivables and other current assatecreasedrom $691,420to $181,848
the investmentin equity accounted associaeEUdecreasedrom $1,518,0660 $1,126,841as a result ofthe
decreasein the marketvalue of TEU sharemd share of the equity accounted loss of Tbartially offset by
0KS LJzNOKFaS 2F TFdzZNIKSNJ akKlk NBa Ay 31%9the castobddifioBal G KS / 2°
equipment at Merlin resulted in plant and equipment increasifpm $1,661,098t0 $2,582,661 and the
carrying value of exploration and evaluation expenditure has increased #8M721,621in 2010 to
$24,464,570 in 201Wwhich is the result of the préeasibility trialsand exploration activities at Merlin and
regiondly during the yearAt 30 June201], the Company had total liabilities oR®43,022compared to
$2,445,963at 30 June2010 with the major changes being theduction of trade payable offset by the
provision of deferred taxes for previously unrecognizethporary differences, including losseAs a result,
the Company hadat 30 June€2011,working capital of ,411,263and net assets of 3,744,341

11
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Cash Flow

During the year, the Companseceived $361,995 (2010paid $236,042)from operating activities paid
$4,919,064 (201089,451,121¥or investing activities with the key components being payments for exploration
expenditure of £,993,905(2010 $8,698,77}, new plant and equipment 81,505,363 (2010%1,223,021)
additional shares in TEU $257,54 (2010:$273,019 andsecurity depositdo government departments for
exploration activities 0f$162,252 (2010:$103,500; and paid $84,702 (2010: received $15,995,694)
financing activities with the key componenieing payments for finance leaskabilities of $76,407 (2010:
$11,192) and transaction costs on share consolidation of $8,295 (2010: $nil).

3. Significant Change in State of Affairs

The Directors are of the opinion that other than that disclosed in the Principal Activities section of the
DNBOG2NEQ wSLERNIZ GKSNB KI @S y2i 0SSy lye airxayArATiolyil
year under review.

4, Dividends

The Directors do not recommend the payment of a dividend and no amount has been paid or declared by way
of dividendsince the end of the previous financial year and up to the date of this Annual Report.

5. Events After The End Of The Financial Year

There has not arisen in the interval between the end of the financial year and the date of this Report any item,
transaction @ event of a material and unusual nature which in the opinion of the Directors of the Company,
has significantly affected or may significantly affect:

91 the operations of the Company

9 the results of those operations, or

1 the state of affairs of the Company

in financial years subsequent to this financial year.

6. Future Developments and Results

There are no likely developments of which the Directors are aware which could be expected to significantly
FTFFSOG GKS NBadzZ Ga 2F GKS | 2célyeaysin dthebvlsiSdistldsed 2nytiis Ay & d
Annual Report.

7. Options

At the date of this Report, the Company had on issue the following options over fully paid ordinary shares.

Unlisted
Number Maturity Date Issue Price Exercise Price Exercise Period
3,656,000 10 February 2012 Part consideration A$016 At any time up to the

for capital raising maturity date
services $348,&

Mr Hastings, who was a Director of the Company was the Managing Director of Ascot Securities Pty Ltd.
Pursuant to a mandate letter ded 13 August 2008, Ascot Securities were gra®t@d0,000 options with an

exercise price of $061 YR + f I GS&G SESNDA&ES RIGS 2F wmn CSo NdzZ NB
capital raising during the 2008/2009 year.

During the year and up to the datof this Reportno options have lapsed, no options have been issued and
344,0000ptions have been exercised. Optionholders have no rights to participate in an issue of shares unless
they convert their options. The names of all the persons who currémtlg options are entered on a register

12
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maintained for the Company, by the Company. In accordance with the Corporations Act 2001, this Register
may be inspected free of charge.

There were no options granted to Directors and Officers of the Company dtengear and up to the date of
this report.

8. SANBOG2NBQ LyYGSNBaGa Ay {KINBAa FyR hLiA2y4

The relevant interest of each Director in the number of fully paid ordinary shares and options over fully paid
ordinary shares of the Company disclosed by that Direittdhe AustralianSecuritiesExchange as at the date
of this Report is:

Director Relevant Interest
Ordinary Shares
J | Gutnick -
C A Michael -
H Herzog -
9. Meetings of Directors

The number of meetings of Directors held including meetings of Committiett®e Board during the financial
year including their attendance was as follows:

BoARD
ELIGIBLE TATTEND ATTENDED
J | Gutnick 2 2
T H Reddicliffe 2 2
C A Michael 2 2
H Herzog 2 2

Effective from November 2008 and September 2008 as a resulhariges to the Board, the Remuneration
Committee and Audit Committee respectively ceased and all matters that would usually fall to a Remuneration
and Audit Committee are to be handled by the full Board, due to the size and composition of the Board.

10. Compary Secretary

Mr Peter Lee is the Company Secretary of the Company. Mr Lee is a Member of the Institute of Chartered
Accountants in Australia, a Fellow of Chartered Secretaries Australia Mémber of the Australian Institute

of Company Directors and holds a Bachelor of Business (Accounting) from Royal Melbourne Institute of
Technology. He has ova0 years commercial experience and is currei@hlief Financial Officemd Company
Secretary bseveral listed public companies in Australia and a Director, Chief Financial Officer and Secretary of
a US Corporation listed on the over the counter market in the,\@®#ef Financial Officer and Secretary of a
further three US Corporations listed on the over the counter market in the &@lfa Director of a company

listed onthe Toronto Stock Exchangage 3!

11. Indemnification ofDirectors Officersand Auditors

The Copany has entered into an Indemnity Deed with each of the Directors and certain former Directors
which will indemnify them against liability incurred to a third party (not being the Company or any related
company) where the liability does not arise outafnduct including a breach of good faith. The Indemnity

58SR gAff O2yiAydsS G2 FLWLIe& F2NI I LISNA2R 2F wmn &8l

Access and Insurance Deed with each of the Directors pursuant to which a Director castraqcess to
copies of documents provided to the Director whilst serving the Company for a period of 10 years after the

NJ

SEANBOG2NI OSIa8a (2 K2fR 2FFA0OS® CKSNBE gAaftft 0685 OSNII

the deed.

The Companyas not, during or since the financial year, indemnified or agreed to indemnify an auditor of the
Company or of any related body corporate against a liability incurred as an auditor

13
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12. Environment

The exploration activities of the Company are conducted dooedance with and controlled principally by
Australian state and territory government legislation. The Company has exploration land holdings in Western
Australia and Northern Territory. The Company employs a system for reporting environmental incidents,
establishing and communicating accountability, and rating environmental performance. During the year data
on environmental performance was reported as part of the monthly exploration reporting regime. In addition,
as required under various state and ti¢éory legislation, procedures are in place to ensure that the relevant
authorities are notified prior to the commencement of ground disturbing exploration activities.

The Company is committed to minimising the impact of its activities on the surroundiigbement at the

same time aiming to maximise the social, environmental and economic returns for the local community. To
this end, the environment is a key consideration in our exploration activities and during the rehabilitation of
disturbed areas. Geamally rehabilitation occurs immediately following the completion of a particular phase of
exploration. In addition, the Company continues to develop and maintain mutually beneficial relationships
with the local communities affected by its activities.

13. Non- Audit Services

5dzNAy 3 GKS B@SINE tVYCXZ (KS desaVlolhey sefviges in daRlition 2oNtBeir K &  LJS
statutory duties.

I 021l 2F (GKS [dZRAG2NNE AYRSLISYRSYyOS RSOfINXGAZY | &
attachedtod KS S5ANBOG2NEQ wSLR2 NI ®

Details of the amounts paid to the auditor of the Company, PKF, and its related practices for audit and non
audit services provided during the yeae set out below.

2011 2010
$ $
Statutory audit
Auditors of the Company
- audit and review of financial reportsPKF 40,380 34,200
-BDO - 7,503*
- audit of royalty returns - PKF 7,000 -
47,380 41,703
- for taxationservices - PKF 49,255 20,110
* in respect to the 2009 audit
The auditors performed no other services.
14. Remuneration Report Audited
() Overview of Remuneration Policies
The Companyemploys certain staff in its own right anld Yl yIF 3SR o6& | - L{ [/ 2yadzdl

| 2yadzZ GFydag o LzNRA dzl y3ii Augudt 2009In{ achidfaho® With $h& &rigremBrit with R
AXIS Consultants, it provides company secretarial, finance, geology, exploration, IT and other services to the
Company.

Key management personnel have authority and responsibility for planning, directing and controlling the
activities of the Cmpany, including Directors of the Company and other Executives. Key management
personnel includes the five most highly remunerated S300A Directors and Executives of the Company.

14
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Remuneration levels for Directors of the Company are competitively set tacatend retain appropriately
qualified and experienced Directors. TRB®ard obtains independent advice on the appropriateness of

NBYdzy SNI GA2y LI O1F3ASa
remuneration strategy, when agopriate.
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The remuneration structures explained below are designed to attract suitably qualified candidates, reward the
achievement of strategic objectives, and achieve the broader outcome of creation of value for shareholders.

The remuneration structurgtake into account:

> > >

the capability and experience of the Directors;
GKS 5ANBOGl2NRQ loAfAGe (2
GKS /2YLIyeQa LISNF2NXIyOS AyOf dzRAYy3Y

- GKS /2YLIlyeQs SENyAy3a

The/ 2 YLI y&@ Q& LISNF2NXIyOS RdzZNAy3

2011

$000s

Revenue 218
Net profit /(loss) (1,470)
Basic loss peshare (cents) (1.26)
Diluted loss per share (cents) (1.26)
Net assets 31,579

2010
$000s

174
(135)
(0.01)
(0.01)
33,057

O2y (NPt

the growth in share price and returns on shareholder wealth

0KS Odz2NNBy i

2009
$000s

2
(5,278)
(0.35)
(0.35)
17,185

iKS

2008
$000s

225
1,154
0.11
0.11
16,026

I 2YL} yeQa

(

L.

8SINJ FYyR 2

2007
$000s

1,954
(1,075)
(0.11)
(0.11)
12,198

The Directors do not believe the financial or share price performance of the Compangadswaate measure
when considering remuneration structures as the Company is in the mineral exploration industry. Companies
in this industry do not have an ongoing source of revenue, as revenue is normally froot &ihnsactions.

The more appropriate mease is the identification of exploration targets, identification and/or increase of
mineral resources and reserves and the ultimate conversion of the Company from explorer status to mining

status.

(i) Details of Directors, Executives and Remuneration

As noted in section (ithe Company employs certain persons in its own right armhagement services are

provided to the Company by AXIS Consultants Ptyd.td!

.. AXIS pays th&xecutiveChairman and

alyl3IAy3a 5ANBOG2 NEMANEXNSSUK @ S IA ihids AsfafidNGh Rehalf of the Company,

basedonprd ANBSR | Y2dzyiaod

S L{

Ay@2r084a

iKS

/] 2YLI ye

(not being Directors) based on the time the Executive spends in servicing the requirementsGiirttpany.

AXIS has provided the following information in regard to the amounts invoiced to the Company for the
Directors and Executives in respect of all remuneration (as that term is defined in the Corporations Act 2001)
received by the Directors and/oxEcutives in connection with the management of the affairs of the Company.

The names of the Directors and Executives in office during the year are as follows:

(a) Directors

J | Gutnick; ExecutiveChairmanManaging Directoand Chief Executive Officelemployed by AXIS

T HReddicliffeq Executive Directog employed by the Companyresigned 8 July 2011
C A Michaet Executive Directo¢ employed by AXIS

H Herzog; Non-Executive Directog employed by the Company

(b) Executives

P J Lee ChiefFinancial Office& Company Secretayemployed by AXIS

T2NJ N
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(iii) Remuneration of Mr T H Reddicliffe

Mr Reddicliffe has a contract with the Company for his services as an Executive Darettbas no fixed
expiry date

The remuneration of Mr Reddicliffe comprisesombination of cash and prescribed rfimancial benefits at
his discretion and superannuation at the superannuation guarantee rate of 9% and paid to a fund of his choice.
Remuneration is calculated on a cost to the Company basis.

Remuneration includea base salarpf $250,000 plustatutory superannuation and motor vehicle operating
costs to be reviewed annually by the Board as appropriate. The Company will also reimburse all reasonable
out of pocket expenses incurred by Mr Reddicliffe. There angemfarmance based components.

Payment of termination benefit on early termination by the employer, other than amongst other things, for
gross misconduct equal to the lesser of tyears salary or the payment limit set by subsection 200G of the
CorporationsAct 2001.

Mr Reddicliffe resigned as Executive Director on 8 July 2011.
(iv) Service Agreements with AXIS Consultants Pty Ltd

Messrs Gutnick and Michadb not have a contract for their services as Directors. Their remuneration and
fees are paid to them by AXIS Consultants Pty Ltd, based on amounts agreed by the Company.

Mr Lee, Company Secretary, does not have a contract of employment with the Complsgervices are
provided to the Company through the service arrangements with AXIS Consultants Pty Ltd. This service
contract with AXIS Consultants Pty Ltd is for an unlimited term and is capable of termination on two months
notice.

(v) Non-Executive Dirgors

Total remuneration for all No&Executive Directors, last voted upon by shareholders, is not to exct@|d#0

per annum. No® ES Odzi A S 5ANBOG2NEQ 036608 peff &hitu pdr NifectobL,JNBrE Sy (i f &
Executive Directors do not receive& 2 N I y OS NBfFGSR NBYdzySNI A2y o 5 A NI
activities and membership of board committees. N®xecutive Directors do not receive any benefits on

retirement.

(vi) PerformancelLinked Remuneration

Performance linked remuneration fooess on longerm incentives and was designed to reward key
management personnel for meeting or exceeding their objectives.
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Longterm incentives

Details of the nature and amount of each major element of remuneration of each Director of the Company and
each Executive of the Company are:

Post Equity s300A
Primary employment | compensation s300A (1)(e)(i)| (1)(e)(vi) Value
Non- Super Proportion of | of options as
Salary & monetary | annuation Value of remuneration | proportion of
fees Bonus benefits benefits options Total performance | remuneration
$ $ $ $ $ $ related % %
Directors
J | Gutnick 2011 60,000 - - 5,400 - 65,400 0 0
2010 50,000 - - 4,500 - 54,500 0 0
T H Reddicliffe 2011 229,616 - 13,041 20,665 - | 263,322 0 0
2010 237,518 71,996 15,176 27,856 - | 352,546 20.4 0
C A Michael 2011 30,000 - - 2,700 - | 32,700 0 0
2010 18,000 - - 1,620 - 19,620 0 0
H Herzogd” 2011 36,000 - - - -| 36,000 0 0
2010 20,860 - - - - 20,860 0 0
| Hasting" 2011 - - - - - - 0 0
2010 13,200 - - - - 13,200 0 0
C Orchard” 2011 - - - - - - 0 0
2010 2,710 - - - - 2,710 0 0
Total all Directors 2011 355,616 - 13,041 28,765 - | 397,422
2010 342,288 71,996 15,176 33,976 - | 463,436
Executives
P JLee 2011 30,000 - - 2,700 - 32,700 0 0
2010 21,173 - - 1,906 - 23,079 0 0
C A Michae 2011 - - - - - - 0 0
2010 3,224 - - 290 - 3,514 0 0
Totalall Executives 2011 30,000 - - 2,700 - 32,700
2010 24,397 - - 2,196 - 26,593
Total all Directors & 2011 385,616 - 13,041 31,465 - | 430,122
Executives 2010 366,685 71,996 15,176 36,172 - | 490,029

There were no STI cash bonuspsestemployment prescribed benefits, termination benefits osumance
premiums paid durin@011or 20100ther than as disclosed.

0}

split between Directors anBxecutives remuneration accordingly.
@ Appointed 2 December 2009.
i Resigned 1 October 2009.
™ Resigned 28 July 2009.

Appointed as arfxecutive onl2 August 2009nd as a Director on 30 September 2009. Remuneration

Signed in accordance with a resolution of the Board of Directors at Melbourn@8&tisday of September

2011

31 Gt

Director

L}

ke
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North Australian Diamonds Limited
Statement of Comprehensive Income
for the year ended 30 Jurz011

Consolidated

2011 2010

Note $ $
Revenue 3 218,151 174,511
Other income 4 928,586 974,296
Employee benefits expense (757,984) (665,923)
Consultancy fees (20,696) (34,077)
Insurance expenses (59,506) (81,124)
Lease rental expenses (47,966) (221,447)
Taxconsultancy (49,255) (86,964)
Legal fees (7,106) (61,826)
Audit fees 24 47,380 41,703
Travel expenses 53,966 57,580
Depreciation expenses 5 (9,287) (28,167)
Exploration impaired 13 (329,708) (517,707)
.(Impairmen.t)!revers.al of prior period impairmerdf 11 (483,460 485.751
Investment in associate
Takeover expenses - (27,771)
Other expenses (217,473 (227,889
Loss from continuing operations (937,050 (417,619)
Net finance income 6 364,440 381,046
Share of loss of equity accounted investee (net of 11 (165.310) (98,253)
income tax)
Loss before income tax (737,920 (134,826)
Income tax expense 7 (566,648) -
Loss for the year (1,304,568 (134,826)
Other comprehensive income for the year, net of i i
income tax
Total comprehensive loss for the year (1,304,568 (134,826)
Lossattributable to members oNorth Australian
Diamonds Limited (1,304,569 (134,826)
Total comprehensive loss attributable to members
North Aus?ralian Diamonds Limited A A0Relely (134,826)
Basic loss per share (cents per share) 8 (1.12 (0.13)
Diluted loss per share (cents per share) 8 (1.12 (0.13)

The notes on page&3to 48are an integral part of these consolidated financial statements
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North Australian Diamonds Limited
Statement of Financial Position

as at 30 Jung011

Note
Assets
Current Assets
Cash and cash equivalents 17
Trade and other receivables 9
Inventories 10
Total current assets
Non-current Assets
Other receivables 9
Investment in equity accounted investee 11
Plant and equipment 12
Exploration and evaluation expenditure 13
Total noncurrent assets
Total assets
Liabilities
Current Liabilities
Finance leases 19
Trade and other payables 14
Provisions 15
Total current liabilities
Non-current Liabilities
Finance leases 19
Provisions 15
Deferred tax liability 7
Total noncurrent liabilities
Total liabilities
Net assets
Equity
Issued capital 16
Reserves

Accumulated losses
Total equity

The notes on page&3to 48 are an integral part of these consolidated financial statements
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Consolidated

2011 2010

$ $
4,853,789 9,495,560
180,113 599,040
1,735 92,380
5,037,637 10,186,980
577,654 415,402
1,126,841 1,518,066
2,582,661 1,661,098
24,464,570 21,721,621
28,751,726 25,316,187
33,787,363 35,503,167
67,065 60,980
246,647 1,141,913
226,077 154,661
539,789 1,357,554
60,972 128,037
875,613 960,372

566,648 -
1,503,233 1,088,409
2,043,022 2,445,963
31,744,341 33,057,204
107,728,146 107,736,441
348,815 348,815
(76,332,620 (75,028,052,
31,744,341 33,057,204




Consolidated

Balance at 1 July 2009

Total comprehensive loss for
the year, net of tax
Transactions with owners,
recorded directly irequity
Issue of shares, net of
transaction costs

Total transactions with owners
Balance at 30 June 2010

Balance at 1 Julg010

Total comprehensive loss for
the year, net of tax
Transactions with owners,
recorded directly in equity
Consolidatiorof shares, net of
transaction costs

Total transactions with owners
Balance at 30 Jun2011

North Australian Diamonds Limited
Statement of Changes In Equity

for the year ended 30 Jurz011

Issued Options Accumulated

capital reserve loss Total equity

$ $ $ $
91,876,392 201,979 (74,893,226 17,185,145
- - (134,826) (134,826)
15,860,049 146,836 - 16,006,885
15,860,049 146,836 - 16,006,885
107,736,441 348,815 (75,028,052 33,057,204
107,736,441 348,815 (75,028,052 33,057,204
- - (1,304,568 (1,304,568

(8,295) - - (8,295)
(8,295) - - (8,295)
107,728,146 348,815 (76,332,620 31,744,341

The notes on pagex3to 48 are an integral part of these consolidatéinancial statements
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North Australian Diamonds Limited
Statement of Cash Flows
for the year ended 30 Jurz011

Consolidated

2011 2010

Note $ $
Cash flows from operating activities
Receipts from laboratory customers (inclusive of
GST) 199,522 174,511
Receipt offesearch and development taxoncession 91,040 335,454
Receipt ofitigation settlement 329,182 -
Zzgr?ents to suppliers and employees (inclusive o (642,944) (1115642
Interest received 385,195 369,635
Net cashfrom/(used in) operating activities 17 361,995 (236,042
Cash flows from investing activities
Payments for exploration expenditure (2,993,905 (8,698,771
Payments for acquisition of investments (257,544) (273,105)
Payments for acquisition of plant and equipment (1,505,363 (1,223021)
Proceeds from sale of plant and equipment - 2,068
Payments for security deposits (162,252) (103,500)
Repayment by associate entity - 232,609
Repayment by other entity - 612,599
Net cash used in investing activities (4,919,064) (9,451,121)
Cash flows from financing activities
Payment of finance lease liabilities (76,407) (11,192)
Share consolidation transaction costs (8,295) -
Proceeds from issue of equisgcurities - 16,272,642
Equity securities issue transaction costs - (265,756)
Net cash(used in)from financing activities (84,702) 15,995,694
Net (decrease)ihcrease in cash and cash equivaler (4,641,77) 6,308,531
Cash and cash equivalents aluly 9,495,560 3,187,029
Cash and cash equivalents at 30 June 17 4,853,789 9,495,560

The notes on page&3to 48 are an integral part of these consolidated financial statements
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North Australian Diamonds Limited
Notes to and forming part of the Financial Statements
for the year ended 30 Jurz011

Summary of significant acamting policies

b2NIK ! dzZAONFfAlLY BS5AFY2YRa [AYAGSR O00GKS W 2YLJI ye:
consolidated financial statements dhe Company as at and for the year end8@ June 2011
O2YLINRAS (GKS /2YLIkye |yR Ada adzaARAFNASAE o00G23Si
interest in associates.

The consolidated financial statements were authorised for issue by the Board of Direct@8 on
September 2011

Basis of preparation
Gompliance with IFRS

The financial report is a general purpose financial report which has been prepared in accordance with
Australian Accounting Standards (AASBs) (including Australian Interpretations) adopted by the
Australian Accounting Standards BoardA§B) and the Corporations Act 2001. The consolidated
financial report of the Group comply with International Financial Reporting Standards (IFRSs) and
interpretations adopted by the International Accounting Standards Board.

The principal standards and erpretations that have been adopted for the first time in these
financial statements are:

1 AASB 200% Further Amendments to Australian Accounting Standards arising from the Annual
Improvements Process

The adoption of these amendments has not resultedyhdga OKIl y3Sa (2 GKS DNERdzL
policies and have no effect on the amounts reported for the current or prior periods. However,

GKS 2yté I'YSYRYSyid GKFG KFa KIEIR Fy AYLIOG I yR N
of, or disclosure in, its fimial statements is the presentation of exploration costs in the

statement of cash flows. AASB 18%atement of Cash Flowss been amended through AASB

20095 Further Amendments to Australian Accounting Standards arising from the Annual
Improvements Proj to require that only expenditures that result in a recognised asset in the

statement of financial position can be classified as investing activities in the statement of cash

flows.

Consequently, cash flows in respect of exploration costs that do nadt ritee criteria for
capitalisation and, therefore, are recognised in profit or loss as incurred, have been reclassified
from investing to operating activities in the statement of cash flows. Prior year amounts have
been restated for consistent presentation

The following standards and interpretations may have an impact on the Group in future reporting
periods but are not yet effective. These standards and interpretations are available for early adoption
in the 30 June2011 financial year but have not been applied in the preparation of these financial
statements.

AASB TFinancial Instrumentincludes requirements for the classification and measurement of
financial assets resulting from the first part of Phase 1 of the ptdjecreplace AASB 139
Financial Instruments: Recognition and Measurem&®ASB 9 will become mandatory for the
DNR dzLJQAd on WdzyS wHnmn FAYLFYOALFf &adlFidSyYSyiliad wSi
although there are exceptions, particularly if thetiynadopts the standard for the year ended 30
June 2012 or earlier. The Group has not yet determined the potential effect of the standard.

1 AASB 201@ Further Amendments to Australian Accounting Standards arising from the Annual
Improvements Procesamphasises the interaction between quantitative and qualitative AASB 7
disclosures and the nature and extent of risks associated with financial instruments. The
F'YSYRYSyita 0S02YS YIYyRFG2NE F2N) 6§KS DNRdzZLIQa on
has not y¢ determined the potential effect of the standard.
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North Australian Diamonds Limited
Notes to and forming part of the Financial Statements
for the year ended 30 Jurz011

1 AASB 1@Consolidated Financial Statemeritdroduces a new approach to determining which
investees should be consolidated. The new control model broadens the situations when an entity
is considered to beantrolled by another entity and includes new guidance for applying the
model to specific situations. Retrospective application is generally required; however there are
exceptions when retrospective application is impracticafilee Group does not plan tadapt
this standard early and the extent of the impact has not been determifmid.standard becomes
YIEYRFG2NE F2N) 6§KS DNRdAzLIQd on WdzyS wnmn FAYLlFYyOAl

1 AASB 1Disclosures of Interests in Other Entittesitains the disclosure requirements for émgs
that have interests in subsidiaries, joint arrangements, associates and/or unconsolidated
structured entities.The Group does not plan to adopt this standard early and the extent of the
impact has not been determine@he standard becomes mandato NJ G KS DNER dzLJQa on W
financial statements.

1 AASB 1Fair Value Measuremenprovides guidance on how to determine fair value when
required to by other AASBs. It does not introduce new fair value measurements, nor does it
eliminate the practicability &ceptions to fair value that currently exist in certain standards. The
a0 yRFNR 06S502YSa YIYyRIG2NE F2N) 6KS DNRdAzLJIQ&d on W
not yet determined the potential impact of the standard.

Basis of measurement
The consolidate financial statements have been prepared on the historical cost basis.

Functional and presentation currency

03
Qx
'daty

tKSaS O2yaz2tARFGSR FAYLFLYyOAlLt &adl dSySyida I NB LN
functional currency.

Critical accountingestimates

The preparation of financial statements in conformity with AASBs requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and exqes.

Estimates and judgements are continually evaluated arebased on historical experience and other
factors, including expectations of future events that may have a financial impact on the entity and
that are believed to be reasonable under the aimstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions
that have a significant risk of causing a materiguatinent to the carrying amount of assets and
liabilities within the next financial year are discussed below.

Exploration and evaluation

Note 1(k) contains information about the assumptions and risk factors relating to exploration,
evaluation and development expenditure impairment.

Share based payment transactions

Sharebased payment arrangements in which the Group receives goods or services a®raiimsid
for its own equity instruments are accounted for as eqigttled sharebased payment transactions.
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North Australian Diamonds Limited
Notes to and forming part of the Financial Statements
for the year ended 30 Jurz011

(b) Principles of consolidation
Subsidiaries

The consolidated financial statements include the assets and liabilities of the Company and the
entitiesit controlled at the end of the financial period and the results of the Company and the entities
it controlled during the year. Where entities are not controlled throughout the entire financial year,
the consolidated results include the results of thoswities for that part of the period during which
control exists.

The effect of all transactions between entities in the group and the iatdity balances are
eliminated in full in preparing the consolidated financial statements.

Subsidiaries are accounted for at cost less impairment in the individual financial statements of the
Company. Such investments include both investment in shares and other Company interest that, in

adzo a0 yOSs F2NN¥a& LI NI 27F (bsidiary./ TRe¥elificlfde Destriestsdis & G Y Sy
the form of interest free loans which have no fixed repayment terms and have been provided to
subsidiaries as an additional source of long term capital.

Associates

Associates are those entities in which the Group sigsificant influence, but not control, over the

financial and operating policies, and which generally accompanies a shareholding of between 20%

FYR pr: 2F GKS @2GAy3 NARAIKGad Lyg@gSalySyida Ay | aas
statements using the cost method and are classified as-oament other financial assets. In the
consolidated financial statements, associates are accounted for using the equity method, after initially
0SAYy3 NBO23IyArAasSR |G O2ado ol BlentiiddPodzadquisition, yied 8fa G Y Sy G
any accumulated impairment losses (see nbig.

¢ KS DNRdAzLIQ& &KI NB 2F A #s oflasseiOrkcbginised i the d8aterientl Olj dzA a A
comprehensive incomand its share of poshcquisition movements is recognised in reserves. The
cumulative postacquisition movements are adjusted against the carrying amount of the investment.

When the Groupa &KI NB 2F t2aa8a Ay |y | aa20AF3S Sljdz 2
including any other unsecured lotgrm receivables, the Group does not recognise further losses
unless it has incurred obligations or made payments on behalf of the associ
Unrealised gains on transactions between the Group and its associates are eliminated to the extent of
GKS DNRdzZLIQd AYyGiSNBad Ay (G(KS laaz20AalidSad ! yNBIf A&
provides evidence of an impairment of the asdminsferred. To ensure consistency, accounting
policies of associates have been aligned, where necessary, to those adopted by the Group.
(c) Revenue
Revenue is measured at the fair value of the consideration received or receivable.
Service revenue
Laboratory services revenue is recognised as it accrues.

Interest revenue

Interest is brought to account as income over the term of each financial instrument on an effective
interest basis.

Management fees

Management fees are recognised on an accrualsidbén accordance with the substance of the
relevant agreement.
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North Australian Diamonds Limited
Notes to and forming part of the Financial Statements
for the year ended 30 Jurz011

(d) Income tax

¢tKS Ay02YS (GFE SELISyasS 2N NBOSydzS T2N GKS &SI N 2
income based on the income tax rate adjusted by changes in deferred tax asset@laitities
attributable to temporary differences and unused tax losses.

Deferred income tax is provided for in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amoutits tonsolidated financial
statements. However, deferred income tax is not accounted for if it arises from initial recognition of
an asset or liability in a transaction other than a business combination that, at the time of transaction,
affects neither acounting nor taxable profit or loss. Deferred income tax is determined using tax
rates (and laws) that have been enacted or substantially enacted by the reporting date and expected
to apply when the related deferred income tax asset is realised or therideféencome tax liability is
settled.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if
it is probable that future taxable amounts will be available to utilise those temporary differences and
losses.

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

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

Tax consolidation legislation

North Austalian Diamonds Limited and its whetiywned Australian controlled entities have not
implemented the tax consolidation legislation.

(e) Goods and services tax (GST)

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 the acquisition of the asset or as part of the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or peyalet
amount of GST recoverable from, or payable to, the tax authority is included with other receivables or
payables.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or
financing activities which areecoverable from, or payable to the taxation authority, are presented as
operating cash flos

() Impairment of assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment. Assets that are subject &mnortisation are reviewed for impairment whenever events or

changes in circumstances indicate that the carrying amount may not be recoverable. An impairment
f2aa Aa NBO23IyArAaSR T2N) dKS y2dzyd o6& 6KAOK (GKS
amodzy G ® ¢KS NBO2OSNIO6fS |Y2dzyldi Aa GKS KAIKSNI 2F |y
use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there

are separately identifiable cash generating units.
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North Australian Diamonds Limited
Notes to and forming part of the Financial Statements
for the year ended 30 Jurz011

(g) Cash and cash equivalents

Forstatement ofcash flow presentation purposes, cash and cash equivalents includes cash on hand,
deposits held at call with financial institutions, and investments in money market instruments with
original maturities of three maths or less that are readily convertible to known amounts of cash and
which are subject to insignificant risk of changes in value.

(h) Trade receivables

Trade receivables are recognised initially at their fair value and subsequently measured at amortised
cost using the effective interest method, less provision for impairment. Trade receivables are
generally due for settlement within 30 days.

Collectability of trade receivables is reviewed on an ongoing basis. An estimate for doubtful debts is
made when collectin of the full amount is no longer probable. Bad debts are written off when
identified.

(i) Plant and equipment

Plant and equipment is carried at cost, less accumulated depreciation and impairment. Costs include
all expenditure that is directly attributable @cquisitions of the asset.

Depreciation is provided on a straight line basis on all depreciable tangible assets at a rate calculated
to allocate their cost based on their estimated useful lives. Profits and losses on disposal of plant and
equipment are t&en into account in determining the operating result for the year.

¢CKS aasSiaqQ NBaiRdz f Gt dzSa | yR dzaST¥dz tAGSa 00
appropriate at each balance date. An asset carrying amount is written down immediately to its
NBEO2@SNIoftS FYy2dzyd AF (GKS 13aSGaQ OFNNEBAY3I | Y2dzyi
1(h).

() Business combinations

All business combinations occurring on or after 1 July 2009 are accounted for by applying the
acquisition method.

For every business combination, the Group identiffess acquirer, which is the combining entity that
obtains control of the other combining entities or businesses. Control is the power to govern the
financial and operating policies of an entity so as to obtain benefits from its activities. In assessing
control, the Group takes into consideration potential voting rights that are currently exercisable. The
acquisition date is the date on which control is transferred to the acquirer. Judgement is applied in
determining the acquisition date and determining whethcontrol is transferred from one party to
another.

The Group measures goodwill as the fair value of the consideration transferred including the
recognised amount of any negontrolling interest in the acquiree, less the net recognised amount
(generallyfair value) of the identifiable assets acquired and liabilities assumed, all measured as of the
acquisition date.

Consideration transferred includes the fair values of the assets transferred, liabilities incurred by the
Group to the previous owners of ttecquiree, and equity interests issued by the Group.

Transaction costs that the Group incurs in connection with a business combination, such as legal fees,
due diligence fees, and other professional and consulting fees, are expensed as incurred.
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North Australian Diamonds Limited
Notes to and forming part of the Financial Statements
for the year ended 30 Jurz011

(k) Explomtion, evaluation and development expenditure

()

Exploration, evaluation and development expenditure, including costs of acquisition in relation to
separate areas of interest for which rights of tenure are current, are brought to account in the year in
whichthey are incurred and are carried at cost.

The exploration expenditure will be carried forward as an asset where:

(i) it is expected that the expenditure will be recovered through the successful development and
exploitation of an area of interest or by its egbr

(i) exploration activities are continuing in an area and activities have not reached a stage which
permits a reasonable estimate of the existence or otherwise of economically recoverable
reserves.

Where a project or an area of interest has begmandoned, the expenditure incurred thereon is
written off in the year in which the decision is made.

Where there has been a decision to proceed with development, accumulated expenditure is
amortised over the life of the associated resource once miningaifms commence.

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.

The key points that are considered in this review include:

1 planned drillig programs.

1 environmental issues that may impact the underlying tenements.
1 the estimated market value of assets at the review date.

9 the results of prefeasibility studies.

Information used in the review process is rigorously tested to externally availafdemation as
appropriate.

Earnings per share
Basic earnings per share

Basic earnings per share is calculated by dividing operating loss attributable to equity holders of the
Company, excluding any costs of servicing equity other than ordinary shar tweighted average
number of ordinary shares outstanding during the year.

Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to
take into account the after income tax effect ofterest and other financial costs associated with
dilutive potential ordinary shares and the weighted average number of additional ordinary shares that
would have been outstanding assuming the conversion of all dilutive potential ordinary shares.

(m) Inventories

Raw materials and stores are stated at the lower of cost and net realisable value.
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North Australian Diamonds Limited
Notes to and forming part of the Financial Statements
for the year ended 30 Jurz011

Trade and other payables

These amounts represent liabilities for goods and services provided to the Group prior to the end of
the financial year and which are unpaithey are recognised initially at fair value and subsequently at
amortised cost. The amounts are unsecured and are usually paid within 30 days of recognition.

Leases

Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are
classified as finance leases. Upon initial recognition, the leased asset is measured at an amount equal
to the lower of its fair value and the present valaéthe minimum lease payments. Subsequent to
initial recognition, the asset is accounted for in accordance with the accounting policy applicable to
that asset.

hiKSNJ £t SraSa IINB 2LINIiGAy3a tSFrasSa |yR N’ yz2i
position.

Employee benefits
Wages and salaries, annual leave

Liabilities for wages and salaries and annual leave expected to be settled within 12 months of the
NBLR2NIAY3I RIGS INB NBEO23yAasSR Ay 20GKSNJ bdingl o6f Sa
date and are measured as the amount expected to be paid when the liabilities are settled.

Long service leave

The liability for long service leave is recognised in the provision for employee benefits and measured
as the present value of expected fue payment to be made in respect of services provided by
employees up to the reporting date using the projected unit credit method. Consideration is given to
expected future wage and salary levels, experience of employee departures and periods of service.
Expected future payments are discounted using interest rates on national government guaranteed
securities with terms to maturity and currency that match, as closely as possible, the estimated future
cash outflows.

Sharebased compensation benefits

Sharebased compensation benefits are provided to employees via the North Australian Diamonds
Limited Directors, Officers and Other Permitted Persons Option Plan.

The fair value of options granted under the option plan is recognised as an employee leepefise
with a corresponding increase in equity. The fair value is measured at grant date and recognised over
the period during which the employees become unconditionally entitled to the options.

The fair value at grant date is independently determinechgsa BlaciScholes option pricing model
that takes into account the exercise price, the term of the option, the vesting and performance
criteria, the impact of dilution, the notradeable nature of the option, the share price at grant date
and expected pde volatility of the underlying share, the expected dividend yield and the risk free
interest rate for the term of the option.

Issued capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares dioop are shown in equity as a
deduction, net of tax, from the proceeds. Incremental costs directly attributable to the issue of new
shares or options, or for the acquisition of a business, are not included in the cost of the acquisition as
part of the puchase.
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North Australian Diamonds Limited
Notes to and forming part of the Financial Statements
for the year ended 30 Jurz011

Transfer from reserves

The balance of the share option reserve is transferred to accumulated losses once the options have
expired.

Segment Reporting

Operating segment information is disclosed on the same basis as information used for internal
reporting purposes by the board of directors.

At regular intervals, the board is provided with management information at a group level for the
DNR dzLJQ& Ol aK LRaAdA2y> GKS OFNNEBAYy3 @I fdsSa 2F SEI
next twelve monthf operation.

On this basis, no segment information is included in these financial statements.

Revenue
Consolidated
2011 2010
$ $
Provision of laboratory services 218,151 174,511
218,151 174,511

Other income

Consolidated

2011 2010
$ $
Associate management fee 240,000 240,000
Research and development tax concession 91,040 335,454
GST anduel tax credits 138,625 204,392
Asset usage 128,830 154,448
Litigation settlement 329,182 -
Other 909 40,002
928,58 974,296
Other expenses
Consolidated
2011 2010
$ $
Depreciation of plant and equipment 486,841 292,961
Less: capitalised to exploration (477,554) (264,794)
Depreciation expense 9,287 28,167
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North Australian Diamonds Limited
Notes to and forming part of the Financial Statements

for the year ended 30 Jurz011

Net finance income

Interest income
Finance income
Bank charges
Borrowing costs
Finance expenses

Income tax

Total tax expense comprises
Current tax expense
Deferred tax expense

Reconciliation between tax expense and ptax accounting profit

Loss before tax

Income tax benefit on loss at Australigax rate of
30% 201Q 30%)

(Impairment)reversal of prior period impairment
of investment in associate

Share of loss of equity accounted investee
Nonrassessable income

Non-deductible expenses

Capital raising

Capitalised exploration and evaluation
expenditure

Movement inother temporary differences

(Under)lover provided in prioyears

Current yeaibenefitd(losse$ for which no
deferred tax asset was recognised

Change in previously unrecognised temporary
differences, including losses

Income tax expense

31

Consolidated

2011 2010
$ $
370,095 389,251
370,095 389,251
(5,173) (5,241)
(482) (2,964)
(5,655) (8,205)
364,440 381,046
Consolidated
2011 2010
$ $
(566,648) -
(566,648) -
Consolidated
2011 2010
$ $
(737,920 (134,826)
221,376 40,448
(145,039 145,725
(49,593) (29,476)
27,312 100,636
(152) (87)
90,673 124,104
822,885 2,735,776
(11,235) (199,768)
956,229 2,917,358
(2,139,979 1,019,052
1,183,750 (3,936,410
(566,6438)
(566,648) -
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