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North Australian Diamonds Limited 
/ƘŀƛǊƳŀƴΩǎ wŜǾƛŜǿ 

 

Dear Shareholder  

hǾŜǊ ǘƘŜ Ǉŀǎǘ мн ƳƻƴǘƘǎΣ bƻǊǘƘ !ǳǎǘǊŀƭƛŀƴ 5ƛŀƳƻƴŘǎ [ǘŘ όάbƻǊǘƘ !ǳǎǘǊŀƭƛŀƴ 5ƛŀƳƻƴŘǎέ ƻǊ ά/ƻƳǇŀƴȅέύ Ƙŀǎ ŦƻŎǳǎŜŘ ƻƴ 
consolidating all work completed to date, aimed at establishing the commercial viability of its flagship 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 2010 pre-feasibility production trials. This 
ǇŀǊŎŜƭ ƻŦ ƘƛƎƘ ǉǳŀƭƛǘȅ ŘƛŀƳƻƴŘǎ Ƙŀǎ ǊŜŎŜƴǘƭȅ ōŜŜƴ ƛƴŘŜǇŜƴŘŜƴǘƭȅ ǾŀƭǳŜŘ ŀǘ ƻǾŜǊ ¦{Ϸоол ǇŜǊ ŎŀǊŀǘΣ ƘƛƎƘƭƛƎƘǘƛƴƎ aŜǊƭƛƴΩǎ 
ability to produce a high proportion of large, gem quality, exceptionally white stones. The valuation also reflects 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 
operating metrics 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 detailed 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 solid progress in developing a sustainable and profitable diamond mine at Merlin is underpinned by 2.9 million 
ŎŀǊŀǘǎ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǊŜǎƻǳǊŎŜ ŀǎǎŜǘǎ ōŜƛƴƎ ŎƭŀǎǎƛŦƛŜŘ ŀǎ Whw/ ŎƻƳǇƭƛŀƴǘ tǊƻōŀōƭŜ hǊŜ wŜǎŜǊǾŜǎΣ ƛƴŘƛŎŀǘƛƴƎ ŀ ƘƛƎƘŜǊ 
level of certainty of economic potential. The Merlin Diamond Mine is now the second largest diamond Mineral Resource 
and Reserve in Australia. 

²Ŝ ŀǊŜ ŀƭǎƻ ǇƭŜŀǎŜŘ ǘƻ ŀƴƴƻǳƴŎŜ ǘƘŀǘ ƻƴ {ŜǇǘŜƳōŜǊ нΣ нлммΣ ǘƘŜ bƻǊǘƘŜǊƴ ¢ŜǊǊƛǘƻǊȅ DƻǾŜǊƴƳŜƴǘǎΩ 5ŜǇŀǊǘƳŜƴǘ ƻŦ 
Resources granted the Company an Exploration 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 below cover 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 begin a work program 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. 

IƛƎƘƭƛƎƘǘǎ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŀŎǘƛǾƛǘƛŜǎ ŘǳǊƛƴƎ ǘƘŜ ȅŜŀǊ ŀǊŜ ǎǳƳƳŀǊƛǎŜŘ ŀǎ ŦƻƭƭƻǿǎΥ  

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

¶ The total Merlin JORC compliant Probable Ore Reserve which is additional material to the above Mineral 
Resource is estimated at 11.1 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.  
¶ Pre-feasibility studies indicate that the Merlin Diamond Project cash operating costs will be approximately 

US$160 per carat; resulting 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. 

I thank you for your past support of the Company and look forward to your continued support in the future.  

 

Joseph Gutnick 
Executive Chairman 
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1. Introduction 

bƻǊǘƘ !ǳǎǘǊŀƭƛŀƴ 5ƛŀƳƻƴŘǎ [ǘŘ όάbƻǊǘƘ !ǳǎǘǊŀƭƛŀƴ 5ƛŀƳƻƴŘǎέ ƻǊ ά/ƻƳǇŀƴȅέύ ƻǾŜǊ ǘƘŜ Ǉŀǎǘ мн ƳƻƴǘƘǎ has 
focused on pre-feasibility production trials 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 which 9 were subject to open-pit mining over a 5 year 
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 white diamond 
and large specials, the largest being 104.73 carats.  North Australian Diamonds acquired the project from the 
Rio Tinto group in 2004.  The Merlin Project has significant near-term production potential and high priority 
exploration targets within the 2,859 km

2
 tenement holding surrounding the Merlin Diamond Project.  

In addition to the Merlin Diamond Project, North Australian Diamonds has an extensive 26,046 km
2
 tenement 

holding in Arnhem Land as well as a farm-in agreement with Rio Tinto to earn a 100% interest for diamonds in 
tenements which comprise 9,134 km

2
 in the Daly River area. These tenements are considered to have potential 

for diamonds and other minerals. 

The Company continues to hold a 31҈ ƛƴǘŜǊŜǎǘ ƛƴ ¢ƻǇ 9ƴŘ ¦ǊŀƴƛǳƳ όά¢ƻǇ 9ƴŘέύ ǿƘƛŎƘ ƛǘ ǎǳŎŎessfully spun-out 
in late 2007.  

2. Merlin Project ς Northern Territory 

The Merlin Project comprises the Merlin Diamond Mine operations and the surrounding exploration tenements 
όάaŜǊƭƛƴ hǊōƛǘέύ ǘƻǘŀƭƭƛƴƎ ŀǇǇǊƻȄƛƳŀǘŜƭȅ оснл ƪƳч ǿƘƛŎƘ ŜŦŦŜŎǘƛǾŜƭȅ ŜƴŎƻƳǇŀǎǎŜǎ ǘhe known extent of the 
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 sampling. 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 Company in 2004.    

2.1 Project Highlights 

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

¶ The total Merlin JORC compliant Probable Ore Reserve is estimated at 11.1 million tonne for a contained 
2.9 million carats. 

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

¶ Engineering firm Consulmet has 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 

¶ Pre-feasibility production trials have been completed with a total 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 production trial. 
¶ The diamonds recovered in the production trial have been valued at over USD$330 per carat  by 

Independent Diamond Valuers Pty Ltd  
¶ Pre-feasibility studies indicate that the Merlin Diamond Project cash operating costs will be 

approximately US$160 per carat; resulting in an operating margin over US$170 per carat. 

¶ ¢ƘŜ Ŧƛƴŀƭ Ŏƻƴǎǳƭǘŀǘƛƻƴ ƳŜŜǘƛƴƎ ŦƻǊ ǘƘŜ .ƻǊǊƻƭƻƻƭŀ ŀƭƭǳǾƛŀƭ ǇǊƻƧŜŎǘ ǿŀǎ ƘŜƭŘ ǿƛǘƘ ǘƘŜ ¢ǊŀŘƛǘƛƻƴŀƭ hǿƴŜǊǎΩ 
recommending that the ELA proceed to grant. Subsequent to this successful meeting, EL24512 was 
granted on September 2, 2011. 

¶ 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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2.2 Probable Ore Reserves 

The combined Probable Ore Reserve for all diamond pipes at Merlin is 11.1 million tonnes for an average grade 
ƻŦ нс ŎŀǊŀǘǎ ǇŜǊ ƘǳƴŘǊŜŘ ǘƻƴƴŜǎ όάŎǇƘǘέύ ǊŜǇǊŜǎŜƴǘƛƴƎ ŀ ǘƻǘŀƭ ŎƻƴǘŀƛƴŜŘ нΦуф Ƴƛƭƭƛƻƴ ŎŀǊŀǘǎΦ 

  
Probable Ore 
Reserve (Mt)  Grade (c/t) Carats (Mcts) 

Southern Cluster        

PalSac
2
  8.1 0.30 2.41 

Sub-Total 8.1 0.30 2.41 

Central Cluster        

Gawain
2
  0.5 0.39 0.21 

Ywain
2 
 0.1 0.81 0.05 

Sub-Total 0.6 0.44 0.26 

Northern Cluster        

Kaye
2
  0.9 0.12 0.10 

Ector
1
  1.5 0.07 0.11 

Sub-Total 2.4 0.09 0.22 

TOTAL  11.1 0.26 2.89 

2.3 Inferred and Indicated Resources 

The combined Indicated and Inferred Mineral Resource for all diamond pipes at Merlin is 19.02 million tonnes 
ŦƻǊ ŀƴ ŀǾŜǊŀƎŜ ƎǊŀŘŜ ƻŦ нп ŎŀǊŀǘǎ ǇŜǊ ƘǳƴŘǊŜŘ ǘƻƴƴŜǎ όάŎǇƘǘέύ ǊŜǇǊŜǎŜƴǘƛƴƎ ŀ ǘƻǘŀƭ ŎƻƴǘŀƛƴŜŘ 4.31 million 
carats. 

 

Indicated Mineral 
Resource (Mt) 

Inferred Mineral 
Resource (Mt) Total (Mt) Grade (c/t)  Carats (Mcts) 

Southern Cluster   
    PalSac

2
  

 
6.59 6.59 0.30 1.96 

Launfal
2 
 1.58 1.70 3.28 0.25 0.82 

Excalibur
1
  0.46 0.31 0.77 0.34 0.26 

Tristram
2
  

 
0.74 0.74 0.06 0.04 

Sub-Total 
  

11.38 0.27 3.09 

Central Cluster  
     Gawain

2
  0.53 0.61 1.14 0.39 0.45 

Ywain
2 
 0.02 0.10 0.12 0.81 0.09 

Sub-Total 
  

1.26 0.43 0.54 

Northern Cluster   
    Gareth

1 
 0.13 0.14 0.27 0.22 0.06 

Kaye
2
 

 
2.14 2.14 0.12 0.26 

Ector
1
  

 
3.47 3.47 0.07 0.26 

Bedevere
2
  0.37 0.14 0.50 0.21 0.11 

Sub-Total 
  

6.38 0.11 0.68 

TOTAL  3.09 15.93 19.02 0.24 4.31 
1
Resource grade based on previous mining operation recovery using a +0.95 mm slotted bottom screen and a +0.95mm cut-

off. 
2
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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2.4 Pre-Feasibility Production Trials 

The pre-feasibility 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 combined resource for the pipes included in the pre-feasibility production trials is in excess of 29 million 
tonnes. This resource is compliant with JORC reporting standards, and is sufficient to potentially underpin a 
long term mining operation. 

Production Trials 

The pre-feasibility 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 
models were refined by AMC Consultants as part of the pre-feasibility study aimed at moving Merlin towards a 
long term sustainable mining operation. Approximately 40,000 tonnes have been processed for the recovery of 
10,600 carats of diamonds. The largest diamond to be recovered was a 24.12 carat 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, currently well in excess of 10,000 carats, the Company is 
investigating downstream value adding strategies including the branding of Merlin diamonds. The Company 
ōŜƭƛŜǾŜǎ ǘƘŀǘ ǘƘŜ ƎƻƻŘ ǉǳŀƭƛǘȅ ŀƴŘ ƭŀǊƎŜ ŘƛŀƳƻƴŘǎ ǇǊƻŘǳŎŜŘ ōȅ aŜǊƭƛƴ ǿƛƭƭ ŜƴŀōƭŜ ΨōǊŀƴŘƛƴƎΩ ŀƴŘ ōƻǳǘƛǉǳŜ 
marketing opportunities that will be important in redeveloping Merlin and successfully establishing North 
Australian Diamonds as an integrated long term diamond producer. 

tǊŜǾƛƻǳǎ ǘǊƛŀƭ ƳƛƴƛƴƎ ŎƻƴŘǳŎǘŜŘ ōȅ wƛƻ ¢ƛƴǘƻ ǇǊƻǾƛŘŜŘ ǎǘŀǘƛǎǘƛŎŀƭƭȅ ǎƛƎƴƛŦƛŎŀƴǘ ƴǳƳōŜǊǎ ƻŦ ΨǊǳƴ ƻŦ ƳƛƴŜΩ 
diamonds, to enable price points for the diamonds recovered from pipes Ywain and Gawain to be established.  
Based on these sales, Merlin diamonds achieved average prices ranging from US$150 to US$180 per carat for 
ǘƘŜ ΨǊǳƴ ƻŦ ƳƛƴŜΩ ǇǊƻŘǳŎǘƛƻƴΦ  ! ǊŜŀǎǎŜǎǎƳŜƴǘ ƻŦ ǊƻǳƎƘ ŘƛŀƳƻƴŘ ǇǊƛŎŜǎ ƛƴ нлмм ƛƴŘƛŎŀǘŜŘ ǘƘŀǘ aŜǊƭƛƴ ΨǊǳƴ ƻŦ 
ƳƛƴŜΩ ǇǊƻŘǳŎǘƛƻƴ ǿƻǳƭŘ ŀŎƘƛŜǾŜ ƛƴ ŜȄŎŜǎǎ ƻŦ ¦{Ϸоол ǇŜǊ ŎŀǊŀǘΦ   

The strength in price reflects the continuing strength of the international diamond market and premium quality 
ƻŦ ǘƘŜ aŜǊƭƛƴ ŘƛŀƳƻƴŘǎΦ  LƴŘŜǇŜƴŘŜƴǘ 5ƛŀƳƻƴŘ ±ŀƭǳŜǊǎ tǘȅ [ǘŘ ǎǘŀǘŜ ƛƴ ǘƘŜƛǊ ǊŜŎŜƴǘ ǾŀƭǳŀǘƛƻƴΣ ά¢ƘŜ aŜǊƭƛƴ 
production was sold to the Antwerp market for 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 goods.  Reintroducing the Merlin 
production to the market would be a relatively straight forward task and would certainly be well received by 
5ƛŀƳŀƴǘŀƛǊŜǎΦέ 

2.5 Merlin Feasibility Study 

Preliminary technical studies based on pre-feasibility level studies, for a 1.5Mtpa (approximately 300,000 carats 
ǇŜǊ ȅŜŀǊύ ŘƛŀƳƻƴŘ ƳƛƴƛƴƎ ŀƴŘ ǇǊƻŎŜǎǎƛƴƎ ƻǇŜǊŀǘƛƻƴΣ ŎƻƴŘǳŎǘŜŘ ōȅ ōƻǘƘ !a/ /ƻƴǎǳƭǘŀƴǘǎ tǘȅ [ǘŘ όά!a/έύ ŀƴŘ 
/ƻƴǎǳƭƳŜǘ tǘȅ [ǘŘ όά/ƻƴǎǳƭƳŜǘέύ ŀǊŜ ŎƻƳǇƭŜǘŜ ŀƴŘ ƘŀǾŜ ŘŜƳƻƴǎǘǊŀǘŜŘ ǘƘŀǘ ǘƘŜ ǇǊƻƧŜŎǘ ǿŀǊǊŀƴǘǎ ƳƻǾƛƴƎ ǘƻ ŀ 
full feasibility study. 
In August 2011 the contract for a definitive feasibility study was awarded to Consulmet, a project-house serving 
the minerals industry through the design and construction of production ready processing plants. Their focus is 
in the design of comminution, gravity separation and hydro-metallurgical 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, PGMs and ferrochrome operations. The Consulmet team 
comprises of mineral process engineers, project managers, in-house design specialists, logistics & support, site 
management and construction personnel. 
Consulmet have already completed a stage 1 study at a prefeasibility 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 costs, engineering, 
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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 operating 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 long term profitable new diamond mine for the 
Northern Territory and Australia 

3. Merlin Orbit Exploration ς Northern Territory 

The Merlin Orbit exploration properties consist of 40 tenements surrounding the mining lease of the Merlin 
Diamond Mine and totals approximately 36,200 km². 

3.1 Borroloola Alluvial Project 

Ten kilometres south of the township of Borroloola lays ƻƴŜ ƻŦ bƻǊǘƘ !ǳǎǘǊŀƭƛŀƴ 5ƛŀƳƻƴŘǎΩ Ƴƻǎǘ ŜȄŎƛǘƛƴƎ 
prospects. An application was lodged in 2004 (Exploration Licence Application 24512) for an area of 289 blocks 
(approximately 230,000 acres). TƘŜ bƻǊǘƘŜǊƴ [ŀƴŘ /ƻǳƴŎƛƭΩǎ Cǳƭƭ /ƻǳƴŎƛƭ Ƙŀǎ ǊŀǘƛŦƛŜŘ ǘƘŜ .ƻǊǊƻƭƻƻƭŀ ǘǊŀŘƛǘƛƻƴŀƭ 
ƻǿƴŜǊǎΩ ŘŜŎƛǎƛƻƴ ǘƻ ŎƻƴǎŜƴǘ ǘƻ ǘƘŜ ƎǊŀƴǘ ƻŦ ǘƘŜ ƭƛŎŜƴŎŜΦ On August 29 2011 Exploration Licence 24512 was 
granted to the 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 concentration at a low point in the catchment that is known to 
host significant diamond deposits. The alluvial gravels have not been tested in detail; however they are 
confirmed as diamond bearing in previous limited sampling. 

The surface exposed gravels are within an area 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 300sq km. This significantly increases the opportunity 
to identify a large volume, high value alluvial diamond deposit. 

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

A  Mine Management Plan (MMP) for a seven week program has been approved. The program will recover up 
to 5000 tonnes of gravel which will be screened on site. The screened 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.  

3.2 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 identification of indicator mineral bearing eluvial 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 diamonds.  Further trenching and sampling of this eluvial material towards its 
interpreted source area has been completed in the last year with samples currently being processed through 
the Perth Laboratory.  

4. Arnhem Land Project ς Northern Territory 
The Company controls the mineral rights to diamonds over an extensive portfolio of exploration tenements 
aggregating approximately 28170km² within the Arnhem Land region of the Northern Territory.  

4.1 Swancove and Red River Resources Joint Venture agreement ς NADL earning 80% 

North Australian Diamonds has a contractual right to obtain an 80% interest in 2 tenements covering 
approximately 2,100 ƪƳч ƻŦ ƭŀƴŘ ƛƴ ǘƘŜ ǇǊƻǎǇŜŎǘƛǾŜ ǿŜǎǘŜǊƴ ǊŜƎƛƻƴ ƻŦ !ǊƴƘŜƳ [ŀƴŘΦ  ¢ƘŜ /ƻƳǇŀƴȅΩǎ ǊƛƎƘǘ ǘƻ 
acquire an 80% interest in the 2 tenements is conditional on the grant of these tenements which are currently 
at the application stage.  
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4.2 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 samples having been collected to date. 

Processing of reconnaissance stream samples collected in 2010 was completed with no diamond indicator 
minerals of potentially kimberlitic origin reported to date. Further reconnaissance sampling conducted in 
August 2011 consisted of stream gravel sampling on five tenements and infill loam sampling on an additional 
tenement which had previously reported microdiamonds. These samples are currently being processed. 

5. Yambarra Project ς Northern Territory 

5.1 Rio Tinto Yambarra Farm-in ςNADL Earning 100%  

The Company is a party to a farm-in agreement 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 9,134km

2
.  

5.2 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 all relevant 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 follow-up to positive results previously reported and identified 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 kimberlite, which 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 investigation of the 
aeromagnetic anomalies and follow-up samples to the kimberlitic chromites and diamonds. The program will 
require the use of a helicopter. 

6. Kimberley Projects  
6.1 North Kimberley 

²ƛǘƘƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ bƻǊǘƘ YƛƳōŜǊƭŜȅ ŘƛŀƳƻƴŘ ǇǊƻƧŜŎǘ ŀǊŜŀΣ ǘƘŜ /ƻƳǇŀƴȅ Ƙŀǎ previously identified a total 
inferred resource of 1.57 million 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.   

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 cut-off of 1mm. 

7. 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 cluster of 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 records of any previous 
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, NA5 Ƴŀȅ ŜŀǊƴ тл҈ ƻŦ aŜǘŜƻǊƛŎΩǎ ǊƛƎƘǘǎ ƛƴ ǘƘŜ ǘŜƴŜƳŜƴǘǎ ōȅ ŜȄǇŜƴŘƛǘǳǊŜ ƻŦ ϷнΦрa 
within five years of signing an access agreement. A minimum programme of sampling and 1,000m of drilling is 
ǊŜǉǳƛǊŜŘ ŘǳǊƛƴƎ ǘƘŜ ŦƛǊǎǘ ǘǿƻ ȅŜŀǊǎ ǇǊƛƻǊ ǘƻ b!5Ωǎ ǊƛƎƘǘ ƻŦ ǿƛǘƘŘǊŀǿŀƭΦ 
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8. 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 Northern Territory. 

¢ƘŜ /ƻƳǇŀƴȅΩǎ ǘŜƴŜƳŜƴǘǎ ŀǊŜ ƛƴ ǘƘǊŜŜ ǎŜǇŀǊŀǘŜ ŀǊŜŀǎ ƻŦ ǘƘŜ bƻǊǘƘŜǊƴ ¢ŜǊǊƛǘƻǊȅ ǘƘŀǘ ŀǊŜ ŎƻƴǎƛŘŜǊŜŘ ǘƻ ƘŀǾŜ 
potential to host uranium mineralisation: 

a) The McArthur South Project area lies midway between Darwin and Mt Isa.  The Exploration Licences 
(ELs) 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 that occur on the 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 .ŀǎƛƴΦ  /ƻƭƭŜŎǘƛǾŜƭȅΣ ǘƘŜǎŜ ŀǊŜŀǎ ŎƻƳǇǊƛǎŜ ¢9¦Ωǎ Arnhem Land 
Project.  

c) Lƴ ǘƘŜ 5ŀƭȅ wƛǾŜǊ wŜƎƛƻƴ ƻŦ ǘƘŜ bƻǊǘƘŜǊƴ ¢ŜǊǊƛǘƻǊȅΣ ¢9¦Ωǎ Yambarra Project comprises uranium rights 
over a group of ELs which lie along a major tectonic zone that links the Pine Creek Orogen, one of 
!ǳǎǘǊŀƭƛŀΩǎ ǊƛŎƘŜǎǘ ƳƛƴŜǊŀƭ ŦƛŜƭŘǎ ǘƻ ǘƘŜ Iŀƭƭǎ /ǊŜŜƪ aƻōƛƭŜ .ŜƭǘΦ  

9. McArthur South Project  
The McArthur South Tenements area comprises of 5 granted tenements situated in the southern McArthur 
Basin.  

The uranium mineralisation at 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 Westmoreland Conglomerate 
and/or Seigal Volcanics occur within the /ƻƳǇŀƴȅΩǎ ELs. Significant uranium mineralisation has been 
discovered in these formations which are located some 120 km east south east of the project area.  
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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. 

9.1 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 established 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 Radon-on-activated-
charcoal technique developed by the South African Atomic Energy CƻǊǇƻǊŀǘƛƻƴ ƛƴ ǘƘŜ мфтлΩǎΦ ¢Ƙƛǎ ƛƴƛǘƛŀƭ ǎǳǊǾŜȅ 
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 survey with the most 
promising responses being followed up by soil geochemical sampling.  Detailed follow-up soil geochemical 
sampling revealed one of the radon gas anomalies to be coincident with anomalous soil geochemical responses 
in the elements uranium, thorium, copper and constrained to an area approximately 200m by 200m. Additional 
follow-up and validation soil sampling has been completed and results indicate that the anomaly may be 
related to uranium-scavenging organic material associated with a surface drainage feature. Further 
interpretation is required prior to making a decision for drill testing the anomaly.  

 
10. Arnhem Land Project 

The Arnhem Land project area comprises 46 tenements, 11 of which are granted.  The project area lies to the 
east and south east of 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 of interest include Mitchell-Flinders and Parsons Range. 
tǊŜǾƛƻǳǎ ŜȄǇƭƻǊŀǘƛƻƴ ŦƻǊ ǳǊŀƴƛǳƳ ƛƴ !ǊƴƘŜƳ [ŀƴŘ ƻŎŎǳǊǊŜŘ ƛƴ ǘƘŜ ŜŀǊƭȅ мфтлΩǎ ǳǎƛƴƎ ƎŜƻŎƘŜƳƛŎŀƭ ǎŀƳǇƭƛƴƎ 
techniques and in some instances basic airborne geophysical systems.  For approximately 20 years little or no 
ǳǊŀƴƛǳƳ ŜȄǇƭƻǊŀǘƛƻƴ ǘƻƻƪ ǇƭŀŎŜΦ  Lƴ ǘƘŜ ƳƛŘ мффлΩǎ ŜȄǇƭƻǊŀǘƛƻƴ ǊŜŎƻƳƳŜƴŎŜŘ ƛƴ ǎƻƳŜ ŀǊŜŀǎ ǳǎƛƴƎ ƳƻǊŜ 
modern exploration techniques. 

The Arnhem Land project areas that are closest to the East Alligator River uranium deposits (Ranger, Jabiluka, 
Koongarra, and Nabarlek) have the highest prospectivity for unconformity-type 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 90 km north east of Ranger Uranium Mine, and the Liverpool River area 
situated approximately 70 km east south-east of the Nabarlek Uranium Mine are considered priority target 
areas for unconformity-type uranium mineralisation.  Based on conceptual models there is also potential over a 
much wider area within the western limb for Westmoreland-type uranium mineralisation associated with mafic 
and other volcanic rocks occurring at shallower depths within the sediments which overlie the unconformity at 
the base of the Kombolgie Sandstone.  

The Jimbu area, located further to the south and approximately 100 km south east of the East Alligator River 
Uranium Field, is similarly considered prospective for unconformity-type uranium mineralisation.  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 in the 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 Mitchell-Flinders Thrust Belt 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 for unconformity-
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, EL3341, EL6531) with 
Traditional Owners agreeing to consent to negotiate to grant for these titles.  

10.2 Sampling 

In August TEUL undertook reconnaissance and infill stream geochemical sampling over 6 tenements (EL26206, 
EL330, EL27237, EL27238, EL10233 and EL25976). A rock chip sampling and geological mapping program was 
conducted on EL25976 to follow up an airborne radiometric anomaly.  Samples from both these activities are 
pending analysis.  It is anticipated that an additional field program will be possible before the onset of the 
northern wet season.  A further 3 tenements (EL331, EL337, EL3338) will be sampled following a Work Program 
Meeting scheduled for October. 

10.3 Stream Sediment Sampling  

Anomalous Lead-Zinc Results  

Reconnaissance stream sediment samples previously collected by the Company reported results of up to 
229ppm Zn and 128ppm Pb within EL26206. Follow-up of these anomalous results was completed during 
August with the collection of 18 infill stream geochemical samples. These samples are pending analysis. 
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11. Yambarra Project Area  
The Tenements within the Yambarra project area lie along 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 rocks, provide the 
potential for unconformity type uranium mineralisation. (See fig. 4) 

No exploration specifically aimed at locating uranium has been undertaken on these tenements since the early 
мфтлǎΦ !ǘ ǘƘŀǘ ǘƛƳŜ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ǊŀŘƛƻƳŜǘǊƛŎ ŀƴƻƳŀƭȅ ƪƴƻǿƴ ŀǎ Ψ5ƻƻǊ /ǊŜŜƪΩ ǿŀǎ ƛƴǾŜǎǘƛƎŀǘŜŘΦ  ! ǎǳōǎŜǉǳŜƴǘ 
NTGS airborne radiometric survey revealed that the source of this anomaly, which is some 5 km in length, may 
be associated with the faulted unconformity between the Fitzmaurice Group Sediments and the basement 
Hermit Creek Metamorphics. 

11.1 Access Meetings 

TEUL held Final Consultation Meeting in Daly River region for ELA22348, ELA10381, ELA10435 on 12th to 15th 
July. At this meeting not all relevant Traditional Owners were present and additional meetings are scheduled 
for early September. 

TEUL also held Work Programme Meeting in Daly River region for SEL26956, SEL26958 on 12th to 15th July. At 
this meeting not all relevant Traditional Owners were present and additional meetings are scheduled for early 
September.   

11.2 Door Creek Uranium 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 sediments and the underlying older basement rocks.  

Ground follow up of the anomaly comprised of spectrometer traverses and limited auger drilling and sampling 
was able to confirm the anomaly on the ground. Associated sampling failed to produce anomalous uranium 
responses indicating that field procedures may not have been optimal for sampling anomalously radioactive 
geochemistry in this environment. However, a water sample from a spring at the headwaters of Door Creek 
reported 29 ƳƛŎǊƻƎǊŀƳǎ ǇŜǊ ƭƛǘǊŜ όάug/lέύ of uranium in a background of 0.04ug/l. 

A number of conductive targets were identified from a VTEM airborne geophysical survey undertaken in 2008. 
The most significant of these conductors lies some 2.5 km to the north west of the fault and may represent a 
discrete conductive unit estimated to be at a depth of less than 100 metres.  

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 mineralisation 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 and at a distance from 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 allow field work aimed at resolving the Door Creek 
anomaly. Specifically to determine how the anomalous surface material is associated with a primary source. 

The technical information in this report has been reviewed and approved by Tom Reddicliffe, a consultant of the Company, who is a Fellow of the 
AUSIMM, has sufficient experience which is relevant to the style of mineralisation and type of deposit under consideration and to the activity which 
ƘŜ ƛǎ ǳƴŘŜǊǘŀƪƛƴƎ ǘƻ ǉǳŀƭƛŦȅ ŀǎ ŀ /ƻƳǇŜǘŜƴǘ tŜǊǎƻƴ ŀǎ ŘŜŦƛƴŜŘ ƛƴ ǘƘŜ нллп 9Řƛǘƛƻƴ ƻŦ ǘƘŜ Ψ!ǳǎǘǊŀƭƛŀƴ /ƻŘŜ ƻŦ wŜǇƻǊǘƛƴƎ ƻŦ 9ȄǇloration Results, Mineral 
Resources and Ore wŜǎŜǊǾŜǎΩΦ ¢ƻƳ wŜŘŘƛŎƭƛŦŦŜ ŎƻƴǎŜƴǘǎ ǘƻ ǘƘŜ ƛƴŎƭǳǎƛƻƴ ƛƴ ǘƘŜ ǊŜǇƻǊǘ ƻŦ ǘƘŜ ƳŀǘǘŜǊǎ ōŀǎŜŘ ƻƴ Ƙƛǎ ƛƴŦƻǊƳŀǘƛƻƴ ƛƴ ǘƘŜ ŦƻǊƳ ŀƴŘ Ŏƻntext 
in which it appears. 
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The Directors of North Australian Diamonds Limited present their report for the year ended 30 June 2011. 

1. Directors 

The Directors of the Company in office since 1 July 2010 and up to the date of this Report are: 

Current Directors 

Mr Joseph Gutnick  FAusIMM FAIM MAICD 
Executive Chairman, Managing Director and Chief Executive Officer 

Mr Gutnick is a leading mining industry entrepreneur. He has been a Director of the Company since 2008. He is 
currently Executive Chairman, President and Chief Executive Officer of numerous listed public companies in 
both Australia and North America including Legend International Holdings, Inc., Golden River Resources 
Corporation, Northern Capital Resources Corp, Great Central Resources Corp, Quantum Resources Limited and 
Top End Uranium Ltd, and 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, 
development and operation of  the world class Bronzewing and Jundee gold mines in Australia. He was 
awarded the Diggers award at the 1997 Diggers and Dealers Industry Awards and is a former Director of the 
World Gold Council. He was a Director of Acadian Mining Corporation from October 2009 to February 2010 
and Royal Roads Corporation from November 2009 to February 2010. Age 59 

Craig Michael  
Executive Director 

Mr Michael has over 10 years experience as a geology professional in the mining and resources industry. He is 
currently a Director of Top End Uranium Ltd and Quantum Resources Limited, a Director and Chief Executive 
Officer of Aurum, Inc. and Electrum International, Inc. and 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 Australia. Mr. Michael was based in Laos in senior management positions both as a Mine 
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 on their flagship Karari gold deposit. Age 34 

Henry Herzog 
Non-Executive Director 

Mr Herzog has more than 40 years of corporate and management experience. He has been a Director of the 
Company since December 2009. Mr. Herzog has served in various positions as President, 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 Director of Legend International Holdings, Inc. Mr. 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 1986-1988 and as a Vice President from 1988-1989. 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 non-profit college of higher education. Age 69 

Directors who ceased to hold office prior to the date of this report 

Thomas Reddicliffe ς resigned 8 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 Reddicliffe joined the Company in February 2001 and was the 
/ƻƳǇŀƴȅΩǎ DŜƴŜǊŀƭ aŀƴŀƎŜǊ ƻŦ 9ȄǇƭƻǊŀǘƛƻƴ ŀƴŘ 9Ǿŀƭǳŀǘƛƻƴ ǇǊƛƻǊ ǘƻ Ƙƛǎ ŀǇǇƻƛƴǘƳŜƴǘ ŀǎ ¢ŜŎƘƴƛŎŀƭ 5ƛǊŜŎǘƻǊΦ 
During the last three years Mr Reddicliffe has been a director of Top End Uranium Ltd. 
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2. Principal Activities and Review and Results of Activities 

The principal activity of the Consolidated Entity during the financial year was diamond exploration in the 
Northern Territory and North Kimberley of Western Australia.  There has been no significant change in the 
nature of these activities during the financial year. 

Objectives 

¢ƘŜ /ƻƳǇŀƴȅΩǎ ƻōƧŜŎǘƛǾŜ ƛǎ ǘƻ ƛƴŎǊŜŀǎŜ ǎƘŀǊŜƘƻƭŘŜǊ ǿŜŀƭǘƘ ǘƘǊƻǳƎƘ ǎǳŎŎŜǎǎŦǳƭ ŜȄǇƭƻǊŀǘƛƻƴ ŀŎǘƛǾƛǘƛŜǎ ǿƘƛƭǎǘ 
providing a safe workplace and ensuring best practice in relation to its environmental obligations. 

The key opportunity for the Company during the year has been the advancement of the Merlin diamond mine 
pilot programme and its exploration projects. 

Statement of Comprehensive Income 

The Consolidated Entity does not have an ongoing source of revenue.  Its revenue stream is normally from ad-
hoc tenement disposals, sale of fixed assets, laboratory services, government grants and rebates and interest 
received on cash in bank. 

In the current year, revenue was generated from third party usage of the diamond processing laboratory of 
$218,151 (2010: $174,511); the Company generated $928,586 (2010: $974,296) in other income from 
settlement of litigation, government research and development grants and fuel rebates, asset usage charges 
by related parties and a management fee to ¢ƻǇ 9ƴŘ ¦ǊŀƴƛǳƳ [ǘŘ όά¢9¦έύ; employee benefits expense 
increased from $665,923 to $757,984 as a result of support services to the Merlin operations which were 
offset by consultancy fees which reduced from $34,077 to $20,696; lease rental expenses decreased from 
$221,447 to $47,966 primarily due to a change in office premises; tax consultancy fees decreased from 
$86,964 to $49,255 as a significant amount of the 2010 expense related to the prior period research and 
development claim which was on a success fee basis compared to the current research and development claim 
which was on a fee for services basis; a reduction in the takeover costs from $27,771 to $nil as the takeover 
concluded in August 2009; the decrease in the write off of exploration expenses from $517,707 to $329,708 as 
little work was performed on tenements not yet granted in 2011; and the impairment of associate of $483,460 
as a result of the decrease in the market value of TEU between 2010 and 2011. 

As a result, NAD incurred a loss from continuing operations of $937,050 (2010: $417,619). During the year, net 
finance income was $364,440 (2010: $381,046) primarily being interest income generated from funds on 
deposit following capital raisings during prior years. The share of the equity accounted loss of TEU was 
$165,310 (2010: $98,253). $566,648 (2010: $nil) income tax was provided for during the year as a result of the 
recognition of previously unrecognised temporary differences, including losses. 

The loss for the year was $1,304,568 (2010: $134,826), or 1.12 cents per share (2010: 0.13 cents per share). 

Statement of Financial Position 

At 30 June 2011, the Company had cash at bank of $4,853,789 compared to $9,495,560 at 30 June 2010. 
During the year, the CompanyΩǎ receivables and other current assets decreased from $691,420 to $181,848; 
the investment in equity accounted associate TEU decreased from $1,518,066 to $1,126,841 as a result of the 
decrease in the market value of TEU shares and share of the equity accounted loss of TEU, partially offset by 
ǘƘŜ ǇǳǊŎƘŀǎŜ ƻŦ ŦǳǊǘƘŜǊ ǎƘŀǊŜǎ ƛƴ ¢9¦ ǘŀƪƛƴƎ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƛƴǘŜǊŜǎǘ ƛƴ ¢9¦ ǘƻ 31%; the cost of additional 
equipment at Merlin resulted in plant and equipment increasing from $1,661,098 to $2,582,661; and the 
carrying value of exploration and evaluation expenditure has increased from $21,721,621 in 2010 to 
$24,464,570 in 2011 which is the result of the pre-feasibility trials and exploration activities at Merlin and 
regionally during the year. At 30 June 2011, the Company had total liabilities of $2,043,022 compared to 
$2,445,963 at 30 June 2010; with the major changes being the reduction of trade payables offset by the 
provision of deferred taxes for previously unrecognized temporary differences, including losses. As a result, 
the Company had, at 30 June 2011, working capital of $4,411,263 and net assets of $31,744,341. 
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Cash Flow 

During the year, the Company received $361,995 (2010: paid $236,042) from operating activities; paid 
$4,919,064 (2010: $9,451,121) for investing activities with the key components being payments for exploration 
expenditure of $2,993,905 (2010: $8,698,771), new plant and equipment of $1,505,363 (2010: $1,223,021), 
additional shares in TEU of $257,544 (2010: $273,015) and security deposits to government departments for 
exploration activities of $162,252 (2010: $103,500); and paid $84,702 (2010: received $15,995,694) in 
financing activities with the key components being payments for finance lease liabilities 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 
DiǊŜŎǘƻǊǎΩ wŜǇƻǊǘΣ ǘƘŜǊŜ ƘŀǾŜ ƴƻǘ ōŜŜƴ ŀƴȅ ǎƛƎƴƛŦƛŎŀƴǘ ŎƘŀƴƎŜǎ ƛƴ ǘƘŜ ǎǘŀǘŜ ƻŦ ŀŦŦŀƛǊǎ ƻŦ ǘƘŜ /ƻƳǇŀƴȅ ŘǳǊƛƴƎ ǘƘŜ 
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 dividend since 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 or event of a material and unusual nature which in the opinion of the Directors of the Company, 
has significantly affected or may significantly affect: 

¶ the operations of the Company 

¶ the results of those operations, or 

¶ 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 
ŀŦŦŜŎǘ ǘƘŜ ǊŜǎǳƭǘǎ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƻǇŜǊŀǘƛƻƴǎ ƛƴ ǎǳōǎŜǉǳŜƴǘ Ŧƛƴŀƴcial years not otherwise disclosed in this 
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 

for capital raising 
services $348,815 

A$0.16 At any time up to the 
maturity date 

Mr Hastings, who was a Director of the Company was the Managing Director of Ascot Securities Pty Ltd. 
Pursuant to a mandate letter dated 13 August 2008, Ascot Securities were granted 4,000,000 options with an 
exercise price of $0.16 ŀƴŘ ŀ ƭŀǘŜǎǘ ŜȄŜǊŎƛǎŜ ŘŀǘŜ ƻŦ мл CŜōǊǳŀǊȅ нлмн ŀǎ ƭŜŀŘ ƳŀƴŀƎŜǊ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ 
capital raising during the 2008/2009 year. 

During the year and up to the date of this Report, no options have lapsed, no options have been issued and 
344,000 options 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 currently hold options are entered on a register 
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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 during the year and up to the date of 
this report. 

8. 5ƛǊŜŎǘƻǊǎΩ LƴǘŜǊŜǎǘǎ ƛƴ {ƘŀǊŜǎ ŀƴŘ hǇǘƛƻƴǎ 

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 Director to the Australian Securities Exchange as at the date 
of this Report is: 

Director Relevant Interest 

 Ordinary Shares 
J I Gutnick - 
C A Michael - 
H Herzog - 

9. Meetings of Directors 

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

 BOARD 

 ELIGIBLE TO ATTEND ATTENDED 

J I 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 result of changes 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. Company 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 Ltd., a Member of the Australian Institute 
of Company Directors and holds a Bachelor of Business (Accounting) from Royal Melbourne Institute of 
Technology. He has over 30 years commercial experience and is currently Chief Financial Officer and Company 
Secretary of several 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 USA, Chief Financial Officer and Secretary of a 
further three US Corporations listed on the over the counter market in the USA and a Director of a company 
listed on the Toronto Stock Exchange. Age 54 

11. Indemnification of Directors,  Officers and Auditors  

The Company 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 out of conduct including a breach of good faith.  The Indemnity 
5ŜŜŘ ǿƛƭƭ ŎƻƴǘƛƴǳŜ ǘƻ ŀǇǇƭȅ ŦƻǊ ŀ ǇŜǊƛƻŘ ƻŦ мл ȅŜŀǊǎ ŀŦǘŜǊ ŀ 5ƛǊŜŎǘƻǊ ŎŜŀǎŜǎ ǘƻ ƘƻƭŘ ƻŦŦƛŎŜ ŀƴŘ ŀ 5ƛǊŜŎǘƻǊΩǎ 
Access and Insurance Deed with each of the Directors pursuant to which a Director can request access to 
copies of documents provided to the Director whilst serving the Company for a period of 10 years after the 
5ƛǊŜŎǘƻǊ ŎŜŀǎŜǎ ǘƻ ƘƻƭŘ ƻŦŦƛŎŜΦ  ¢ƘŜǊŜ ǿƛƭƭ ōŜ ŎŜǊǘŀƛƴ ǊŜǎǘǊƛŎǘƛƻƴǎ ƻƴ ǘƘŜ 5ƛǊŜŎǘƻǊǎΩ ŜƴǘƛǘƭŜƳŜƴǘ ǘƻ ŀŎŎŜǎǎ ǳƴŘŜǊ 
the deed. 

The Company has 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. 



North Australian Diamonds Limited 
DirectorsΩ wŜǇƻǊǘ 

14 

12. Environment 

The exploration activities of the Company are conducted in accordance 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 territory 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 surrounding environment 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.  Generally 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 

5ǳǊƛƴƎ ǘƘŜ ȅŜŀǊΣ tYCΣ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŀǳŘƛǘƻǊΣ Ƙŀǎ ǇŜǊŦƻǊƳŜŘ certain other services in addition to their 
statutory duties. 

! ŎƻǇȅ ƻŦ ǘƘŜ ŀǳŘƛǘƻǊΩǎ ƛƴŘŜǇŜƴŘŜƴŎŜ ŘŜŎƭŀǊŀǘƛƻƴ ŀǎ ǊŜǉǳƛǊŜŘ ǳƴŘŜǊ {ŜŎǘƛƻƴ олт/ ƻŦ ǘƘŜ /ƻǊǇƻǊŀǘƛƻƴǎ !Ŏǘ ƛǎ 
attached to ǘƘŜ 5ƛǊŜŎǘƻǊǎΩ wŜǇƻǊǘΦ 

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 year are set out below. 

 2011 
$ 

2010 
$ 

Statutory audit   

Auditors of the Company   

- audit and review of financial reports - PKF 40,380 34,200 

 - BDO - 7,503* 

- audit of royalty returns - PKF 7,000 - 

 47,380 41,703 

- for taxation services - PKF 49,255 20,110 

* in respect to the 2009 audit 

The auditors performed no other services. 

14. Remuneration Report - Audited 

(i) Overview of Remuneration Policies 

The Company employs certain staff in its own right and ƛǎ ƳŀƴŀƎŜŘ ōȅ !·L{ /ƻƴǎǳƭǘŀƴǘǎ tǘȅ [ǘŘ όά!·L{ 
/ƻƴǎǳƭǘŀƴǘǎέύ ǇǳǊǎǳŀƴǘ ǘƻ ŀ {ŜǊǾƛŎŜ 5ŜŜŘ ŘŀǘŜŘ 31 August 2009. In accordance with the arrangement with 
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 Company, including Directors of the Company and other Executives. Key management 
personnel includes the five most highly remunerated S300A Directors and Executives of the Company. 
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Remuneration levels for Directors of the Company are competitively set to attract and retain appropriately 
qualified and experienced Directors.  The Board obtains independent advice on the appropriateness of 
ǊŜƳǳƴŜǊŀǘƛƻƴ ǇŀŎƪŀƎŜǎ ƎƛǾŜƴ ǘǊŜƴŘǎ ƛƴ ŎƻƳǇŀǊŀǘƛǾŜ ŎƻƳǇŀƴƛŜǎ ŀƴŘ ǘƘŜ ƻōƧŜŎǘƛǾŜǎ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ 
remuneration strategy, when appropriate. 

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 structures take into account: 

Á the capability and experience of the Directors; 

Á ǘƘŜ 5ƛǊŜŎǘƻǊǎΩ ŀōƛƭƛǘȅ ǘƻ ŎƻƴǘǊƻƭ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǇŜǊŦƻǊƳŀƴŎŜΤ 

Á ǘƘŜ /ƻƳǇŀƴȅΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ƛƴŎƭǳŘƛƴƎΥ 

- ǘƘŜ /ƻƳǇŀƴȅΩǎ ŜŀǊƴƛƴƎǎ 

- the growth in share price and returns on shareholder wealth 

The /ƻƳǇŀƴȅΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ŘǳǊƛƴƎ ǘƘŜ ŎǳǊǊŜƴǘ ȅŜŀǊ ŀƴŘ ƻǾŜǊ ǘƘŜ Ǉŀǎǘ ŦƻǳǊ ȅŜŀǊǎ Ƙŀǎ ōŜŜƴ ŀǎ ŦƻƭƭƻǿǎΥ 

 2011 
$000s 

2010 
$000s 

2009 
$000s 

2008 
$000s 

2007 
$000s 

Revenue 218 174 2 225 1,954 

Net profit /(loss) (1,470) (135) (5,278) 1,154 (1,075) 

Basic loss per share (cents) (1.26) (0.01) (0.35) 0.11 (0.11) 

Diluted loss per share (cents) (1.26) (0.01) (0.35) 0.11 (0.11) 

Net assets 31,579 33,057 17,185 16,026 12,198 

The Directors do not believe the financial or share price performance of the Company is an accurate 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 from ad-hoc transactions. 

The more appropriate measure 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. 

(ii) Details of Directors, Executives and Remuneration  

As noted in section (i), the Company employs certain persons in its own right and management services are 
provided to the Company by AXIS Consultants Pty Ltd όά!·L{έύ. AXIS pays the Executive Chairman and 
aŀƴŀƎƛƴƎ 5ƛǊŜŎǘƻǊΩǎ ǊŜƳǳƴŜǊŀǘƛƻƴ ŀƴŘ certain ExecutƛǾŜ 5ƛǊŜŎǘƻǊǎΩ remuneration on behalf of the Company, 
based on pre-ŀƎǊŜŜŘ ŀƳƻǳƴǘǎΦ !·L{ ƛƴǾƻƛŎŜǎ ǘƘŜ /ƻƳǇŀƴȅ ŦƻǊ ǊŜƳǳƴŜǊŀǘƛƻƴ ǇŀƛŘ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ 9ȄŜŎǳǘƛǾŜǎ 
(not being Directors) based on the time the Executive spends in servicing the requirements of the Company. 
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/or Executives 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 I Gutnick ς Executive Chairman, Managing Director and Chief Executive Officer ς employed by AXIS 
T H Reddicliffe ς Executive Director ς employed by the Company ς resigned 8 July 2011 
C A Michael ς Executive Director ς employed by AXIS 
H Herzog ς Non-Executive Director ς employed by the Company 

(b) Executives 

P J Lee ς Chief Financial Officer & Company Secretary ς employed by AXIS 
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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 Director and has no fixed 
expiry date. 

The remuneration of Mr Reddicliffe comprises a combination of cash and prescribed non-financial 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 includes a base salary of $250,000 plus statutory 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 are no performance 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 two years salary or the payment limit set by subsection 200G of the 
Corporations Act 2001. 

Mr Reddicliffe resigned as Executive Director on 8 July 2011. 

(iv) Service Agreements with AXIS Consultants Pty Ltd 

Messrs Gutnick and Michael do 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 Company.  His services 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 Directors 

Total remuneration for all Non-Executive Directors, last voted upon by shareholders, is not to exceed $400,000 
per annum. Non-9ȄŜŎǳǘƛǾŜ 5ƛǊŜŎǘƻǊǎΩ ōŀǎŜ ŦŜŜǎ ŀǊŜ ǇǊŜǎŜƴǘƭȅ ǳǇ ǘƻ Ϸ36,000 per annum per Director.  Non-
Executive Directors do not receive peǊŦƻǊƳŀƴŎŜ ǊŜƭŀǘŜŘ ǊŜƳǳƴŜǊŀǘƛƻƴΦ  5ƛǊŜŎǘƻǊǎΩ ŦŜŜǎ ŎƻǾŜǊ ŀƭƭ Ƴŀƛƴ ōƻŀǊŘ 
activities and membership of board committees.  Non-Executive Directors do not receive any benefits on 
retirement.   

(vi) Performance-Linked Remuneration 

Performance linked remuneration focuses on long-term incentives and was designed to reward key 
management personnel for meeting or exceeding their objectives.   
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(vii) Long-term 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: 

  Primary 
Post-

employment 
Equity 

compensation 

Total 
$ 

s300A (1)(e)(i) 
Proportion of 
remuneration 
performance 

related % 

s300A 
(1)(e)(vi) Value 
of options as 
proportion of 
remuneration 

%   

Salary & 
fees 

$ 
Bonus 

$ 

Non-
monetary 
benefits 

$ 

Super-
annuation 
benefits 

$ 

Value of 
options 

$ 
          

Directors          
          

J I 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 (i) 2011 30,000 - - 2,700 - 32,700 0 0 
 2010 18,000 - - 1,620 - 19,620 0 0 
          

H Herzog (ii) 2011 36,000 - - - - 36,000 0 0 
 2010 20,860 - - - - 20,860 0 0 
          

I Hastings (iii) 2011 - - - - - - 0 0 
 2010 13,200 - - - - 13,200 0 0 
          

C Orchard (iv) 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 J Lee 2011 30,000 - - 2,700 - 32,700 0 0 
 2010 21,173 - - 1,906 - 23,079 0 0 
          

C A Michael (i) 2011 - - - - - - 0 0 
 2010 3,224 - - 290 - 3,514 0 0 
          

Total all 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 bonuses, post-employment prescribed benefits, termination benefits or insurance 
premiums paid during 2011 or 2010 other than as disclosed. 

(i)
 Appointed as an Executive on 12 August 2009 and as a Director on 30 September 2009. Remuneration 

split between Directors and Executives remuneration accordingly. 
(ii)

 Appointed 2 December 2009. 
(iii)

 Resigned 1 October 2009. 
(iv)

 Resigned 28 July 2009. 

Signed in accordance with a resolution of the Board of Directors at Melbourne this 28th day of September 
2011. 

 
 
Director 
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  Consolidated 

  
Note 

2011 
$ 

2010 
$ 

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) 

Tax consultancy  (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) 

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

11 (483,460) 485,751 

Takeover expenses  - (27,771) 

Other expenses  (217,473) (227,888) 

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 
income tax) 

11 (165,310) (98,253) 

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 
income tax 

 - - 

Total comprehensive loss for the year  (1,304,568) (134,826) 

    

Loss attributable to members of North Australian 
Diamonds Limited  

 (1,304,568) (134,826) 

Total comprehensive loss attributable to members of 
North Australian Diamonds Limited 

 (1,304,568) (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 pages 23 to 48 are an integral part of these consolidated financial statements
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  Consolidated 

 
 

Note 
2011 

$ 
2010 

$ 

Assets     

Current Assets    

Cash and cash equivalents 17 4,853,789 9,495,560 

Trade and other receivables 9 180,113 599,040 

Inventories 10 1,735 92,380 

Total current assets  5,037,637 10,186,980 

Non-current Assets    

Other receivables 9 577,654 415,402 

Investment in equity accounted investee 11 1,126,841 1,518,066 

Plant and equipment 12 2,582,661 1,661,098 

Exploration and evaluation expenditure 13 24,464,570 21,721,621 

Total non-current assets  28,751,726 25,316,187 

Total assets  33,787,363 35,503,167 

Liabilities    

Current Liabilities    

Finance leases 19 67,065 60,980 

Trade and other payables 14 246,647 1,141,913 

Provisions 15 226,077 154,661 

Total current liabilities  539,789 1,357,554 

Non-current Liabilities    

Finance leases 19 60,972 128,037 

Provisions 15 875,613 960,372 

Deferred tax liability 7 566,648 - 

Total non-current liabilities  1,503,233 1,088,409 

Total liabilities  2,043,022 2,445,963 

Net assets  31,744,341 33,057,204 

Equity    

Issued capital 16 107,728,146 107,736,441 

Reserves  348,815 348,815 

Accumulated losses  (76,332,620) (75,028,052) 

Total equity  31,744,341 33,057,204 

The notes on pages 23 to 48 are an integral part of these consolidated financial statements
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Consolidated  
 
 

Issued 
capital 

$ 

Options 
reserve 

$ 

Accumulated 
loss 

$ 

 
Total equity  

$ 

Balance at 1 July 2009  91,876,392 201,979 (74,893,226) 17,185,145 
Total comprehensive loss for 
the year, net of tax 

 
- - (134,826) (134,826) 

Transactions with owners, 
recorded directly in equity 

 
    

Issue of shares, net of 
transaction costs 

 
15,860,049 146,836 - 16,006,885 

Total transactions with owners  15,860,049 146,836 - 16,006,885 

Balance at 30 June 2010  107,736,441 348,815 (75,028,052) 33,057,204 

      

Balance at 1 July 2010  107,736,441 348,815 (75,028,052) 33,057,204 
Total comprehensive loss for 
the year, net of tax 

 
- - (1,304,568) (1,304,568) 

Transactions with owners, 
recorded directly in equity 

 
    

Consolidation of shares, net of 
transaction costs 

 
(8,295) - - (8,295) 

Total transactions with owners  (8,295) - - (8,295) 

Balance at 30 June 2011  107,728,146 348,815 (76,332,620) 31,744,341 

The notes on pages 23 to 48 are an integral part of these consolidated financial statements
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  Consolidated 

 
 

Note 
2011 

$ 
2010 

$ 

Cash flows from operating activities    
Receipts from laboratory customers (inclusive of 
GST)  199,522 174,511 

Receipt of research and development tax concession  91,040 335,454 

Receipt of litigation settlement  329,182 - 

Payments to suppliers and employees (inclusive of 
GST)  

(642,944) (1,115,642) 

Interest received  385,195 369,635 

Net cash from/( 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) (1,223,021) 

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 equity securities  - 16,272,642 

Equity securities issue transaction costs  - (265,756) 

Net cash (used in)/from financing activities  (84,702) 15,995,694 

Net (decrease)/increase in cash and cash equivalents  (4,641,771) 6,308,531 

Cash and cash equivalents at 1 July  9,495,560 3,187,029 

Cash and cash equivalents at 30 June 17 4,853,789 9,495,560 

The notes on pages 23 to 48 are an integral part of these consolidated financial statements
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1. Summary of significant accounting policies 

bƻǊǘƘ !ǳǎǘǊŀƭƛŀƴ 5ƛŀƳƻƴŘǎ [ƛƳƛǘŜŘ όǘƘŜ Ψ/ƻƳǇŀƴȅΩύ ƛǎ ŀ ŎƻƳǇŀƴȅ ŘƻƳƛŎƛƭŜŘ ƛƴ !ǳǎǘǊŀƭƛŀΦ ¢ƘŜ 
consolidated financial statements of the Company as at and for the year ended 30 June 2011 
ŎƻƳǇǊƛǎŜ ǘƘŜ /ƻƳǇŀƴȅ ŀƴŘ ƛǘǎ ǎǳōǎƛŘƛŀǊƛŜǎ όǘƻƎŜǘƘŜǊ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ ǘƘŜ ΨDǊƻǳǇΩύ ŀƴŘ ǘƘŜ DǊƻǳǇΩǎ 
interest in associates.  

The consolidated financial statements were authorised for issue by the Board of Directors on 28 
September 2011. 

(a) Basis of preparation 

Compliance 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 Board (AASB) 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 interpretations that have been adopted for the first time in these 
financial statements are: 

¶ AASB 2009-5 Further Amendments to Australian Accounting Standards arising from the Annual 
Improvements Process  

The adoption of these amendments has not resulted in aƴȅ ŎƘŀƴƎŜǎ ǘƻ ǘƘŜ DǊƻǳǇΩǎ ŀŎŎƻǳƴǘƛƴƎ 
policies and have no effect on the amounts reported for the current or prior periods. However, 
ǘƘŜ ƻƴƭȅ ŀƳŜƴŘƳŜƴǘ ǘƘŀǘ Ƙŀǎ ƘŀŘ ŀƴ ƛƳǇŀŎǘ ŀƴŘ ǊŜǎǳƭǘŜŘ ƛƴ ŎƘŀƴƎŜǎ ǘƻ ǘƘŜ DǊƻǳǇΩǎ ǇǊŜǎŜƴǘŀǘƛƻƴ 
of, or disclosure in, its financial statements is the presentation of exploration costs in the 
statement of cash flows. AASB 107 Statement of Cash Flows has been amended through AASB 
2009-5 Further Amendments to Australian Accounting Standards arising from the Annual 
Improvements Project 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 not meet the 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 June 2011 financial year but have not been applied in the preparation of these financial 
statements.  

¶ AASB 9 Financial Instruments includes requirements for the classification and measurement of 
financial assets resulting from the first part of Phase 1 of the project to replace AASB 139 
Financial Instruments: Recognition and Measurement. AASB 9 will become mandatory for the 
DǊƻǳǇΩǎ ол WǳƴŜ нлмп ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎΦ wŜǘǊƻǎǇŜŎǘƛǾŜ ŀǇǇƭƛŎŀǘƛƻƴ ƛǎ ƎŜƴŜǊŀƭƭȅ ǊŜǉǳƛǊŜŘΣ 
although there are exceptions, particularly if the entity adopts the standard for the year ended 30 
June 2012 or earlier. The Group has not yet determined the potential effect of the standard.  

¶ AASB 2010-4 Further Amendments to Australian Accounting Standards arising from the Annual 
Improvements Process emphasises the interaction between quantitative and qualitative AASB 7 
disclosures and the nature and extent of risks associated with financial instruments. The 
ŀƳŜƴŘƳŜƴǘǎ ōŜŎƻƳŜ ƳŀƴŘŀǘƻǊȅ ŦƻǊ ǘƘŜ DǊƻǳǇΩǎ ол WǳƴŜ нлмн ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎΦ ¢ƘŜ DǊƻǳǇ 
has not yet determined the potential effect of the standard. 
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¶ AASB 10 Consolidated Financial Statements introduces a new approach to determining which 
investees should be consolidated. The new control model broadens the situations when an entity 
is considered to be controlled 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 impracticable. The Group does not plan to adopt 
this standard early and the extent of the impact has not been determined. The standard becomes 
ƳŀƴŘŀǘƻǊȅ ŦƻǊ ǘƘŜ DǊƻǳǇΩǎ ол WǳƴŜ нлмп ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎΦ 

¶ AASB 12 Disclosures of Interests in Other Entities contains the disclosure requirements for entities 
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 determined. The standard becomes mandatory fƻǊ ǘƘŜ DǊƻǳǇΩǎ ол WǳƴŜ нлмп 
financial statements. 

¶ AASB 13 Fair Value Measurement provides 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 exceptions to fair value that currently exist in certain standards. The 
ǎǘŀƴŘŀǊŘ ōŜŎƻƳŜǎ ƳŀƴŘŀǘƻǊȅ ŦƻǊ ǘƘŜ DǊƻǳǇΩǎ ол WǳƴŜ нлмп ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎΦ ¢ƘŜ DǊƻǳǇ Ƙŀǎ 
not yet determined the potential impact of the standard. 

Basis of measurement 

The consolidated financial statements have been prepared on the historical cost basis. 

Functional and presentation currency 

¢ƘŜǎŜ ŎƻƴǎƻƭƛŘŀǘŜŘ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ŀǊŜ ǇǊŜǎŜƴǘŜŘ ƛƴ !ǳǎǘǊŀƭƛŀƴ ŘƻƭƭŀǊǎΣ ǿƘƛŎƘ ƛǎ ǘƘŜ /ƻƳǇŀƴȅΩǎ 
functional currency.  

Critical accounting estimates 

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 expenses.  

Estimates and judgements are continually evaluated and are based 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 circumstances. 

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 material adjustment 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 

Share-based payment arrangements in which the Group receives goods or services as consideration 
for its own equity instruments are accounted for as equity-settled share-based payment transactions. 

  



North Australian Diamonds Limited 
Notes to and forming part of the Financial Statements 

for the year ended 30 June 2011 

25 

(b) Principles of consolidation 

Subsidiaries 

The consolidated financial statements include the assets and liabilities of the Company and the 
entities it 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 those entities for that part of the period during which 
control exists.  

The effect of all transactions between entities in the group and the inter-entity 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 
ǎǳōǎǘŀƴŎŜΣ ŦƻǊƳǎ ǇŀǊǘ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƛƴǾŜǎǘƳŜƴǘ ƛƴ ǘƘŜ ǎǳbsidiary. These include investments in 
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 has significant influence, but not control, over the 
financial and operating policies, and which generally accompanies a shareholding of between 20% 
ŀƴŘ рл҈ ƻŦ ǘƘŜ ǾƻǘƛƴƎ ǊƛƎƘǘǎΦ LƴǾŜǎǘƳŜƴǘǎ ƛƴ ŀǎǎƻŎƛŀǘŜǎ ŀǊŜ ŀŎŎƻǳƴǘŜŘ ŦƻǊ ƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŦƛƴŀƴŎƛŀƭ 
statements using the cost method and are classified as non-current other financial assets. In the 
consolidated financial statements, associates are accounted for using the equity method, after initially 
ōŜƛƴƎ ǊŜŎƻƎƴƛǎŜŘ ŀǘ ŎƻǎǘΦ ¢ƘŜ DǊƻǳǇΩǎ ƛƴǾŜǎǘƳŜƴǘ ƛƴŎƭǳŘŜǎ ƎƻƻŘwill identified on acquisition, net of 
any accumulated impairment losses (see note 11).  

¢ƘŜ DǊƻǳǇΩǎ ǎƘŀǊŜ ƻŦ ƛǘǎ ŀǎǎƻŎƛŀǘŜǎΩ Ǉƻǎǘ ŀŎǉǳƛǎƛǘƛƻƴ ǇǊƻŦits or losses is recognised in the statement of 
comprehensive income and its share of post-acquisition movements is recognised in reserves. The 
cumulative post-acquisition movements are adjusted against the carrying amount of the investment. 

When the GroupΩǎ ǎƘŀǊŜ ƻŦ ƭƻǎǎŜǎ ƛƴ ŀƴ ŀǎǎƻŎƛŀǘŜ Ŝǉǳŀƭǎ ƻǊ ŜȄŎŜŜŘǎ ƛǘǎ ƛƴǘŜǊŜǎǘ ƛƴ ǘƘŜ ŀǎǎƻŎƛŀǘŜΣ 
including any other unsecured long-term receivables, the Group does not recognise further losses 
unless it has incurred obligations or made payments on behalf of the associate.  

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of 
ǘƘŜ DǊƻǳǇΩǎ ƛƴǘŜǊŜǎǘ ƛƴ ǘƘŜ ŀǎǎƻŎƛŀǘŜǎΦ ¦ƴǊŜŀƭƛǎŜŘ ƭƻǎǎŜǎ ŀǊŜ ŀƭǎƻ ŜƭƛƳƛƴŀǘŜŘ ǳƴƭŜǎǎ ǘƘŜ ǘǊŀƴǎŀŎǘƛƻƴ 
provides evidence of an impairment of the asset transferred. 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 accruals basis in accordance with the substance of the 
relevant agreement.  
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(d) Income tax 

¢ƘŜ ƛƴŎƻƳŜ ǘŀȄ ŜȄǇŜƴǎŜ ƻǊ ǊŜǾŜƴǳŜ ŦƻǊ ǘƘŜ ȅŜŀǊ ƛǎ ǘƘŜ ǘŀȄ ǇŀȅŀōƭŜ ƻƴ ǘƘŜ ŎǳǊǊŜƴǘ ȅŜŀǊΩǎ ǘŀȄŀōƭŜ 
income based on the income tax rate adjusted by changes in deferred tax assets and liabilities 
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 amounts in the consolidated 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 accounting 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 the deferred income 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 differences 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 Australian Diamonds Limited and its wholly-owned 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 payable. The net 
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 are recoverable from, or payable to the taxation authority, are presented as 
operating cash flows. 

(f) 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 to amortisation are reviewed for impairment whenever events or 
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment 
ƭƻǎǎ ƛǎ ǊŜŎƻƎƴƛǎŜŘ ŦƻǊ ǘƘŜ ŀƳƻǳƴǘ ōȅ ǿƘƛŎƘ ǘƘŜ ŀǎǎŜǘΩǎ ŎŀǊǊȅƛƴƎ ŀƳƻǳƴǘ ŜȄŎŜŜŘǎ ƛǘǎ ǊŜŎƻǾŜǊŀōƭŜ 
amoǳƴǘΦ ¢ƘŜ ǊŜŎƻǾŜǊŀōƭŜ ŀƳƻǳƴǘ ƛǎ ǘƘŜ ƘƛƎƘŜǊ ƻŦ ŀƴ ŀǎǎŜǘΩǎ ŦŀƛǊ ǾŀƭǳŜ ƭŜǎǎ Ŏƻǎǘǎ ǘƻ ǎŜƭƭ ŀƴŘ ǾŀƭǳŜ ƛƴ 
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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(g) Cash and cash equivalents 

For statement of cash 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 months 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 collection 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 to acquisitions 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 taken into account in determining the operating result for the year. 

¢ƘŜ ŀǎǎŜǘǎΩ ǊŜǎƛŘǳŀƭ ǾŀƭǳŜǎ ŀƴŘ ǳǎŜŦǳƭ ƭƛǾŜǎ όōŜƛƴƎ о ǘƻ р ȅŜŀǊǎύ ŀǊŜ ǊŜǾƛŜǿŜŘ ŀƴŘ ŀŘƧǳǎǘŜŘ ŀǎ 
appropriate at each balance date. An asset carrying amount is written down immediately to its 
ǊŜŎƻǾŜǊŀōƭŜ ŀƳƻǳƴǘ ƛŦ ǘƘŜ ŀǎǎŜǘǎΩ ŎŀǊǊȅƛƴƎ ŀƳƻǳƴǘ ƛǎ ƎǊŜŀǘŜǊ ǘƘŀƴ ƛǘǎ ǊŜŎƻǾŜǊŀōƭŜ ŀƳƻǳƴǘ όǎŜŜ ƴƻǘŜ 
1(f)). 

(j) 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 identifies the 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 whether control 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 non-controlling interest in the acquiree, less the net recognised amount 
(generally fair 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 the acquiree, 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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(k) Exploration, 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 
which they 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 sale; or 

(ii) 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 been abandoned, 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 mining operations 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: 

¶ planned drilling programs. 

¶ environmental issues that may impact the underlying tenements. 

¶ the estimated market value of assets at the review date. 

¶ the results of pre-feasibility studies. 

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

(l) 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 shares, by the weighted 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 of interest 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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(n) 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 unpaid. They are recognised initially at fair value and subsequently at 
amortised cost. The amounts are unsecured and are usually paid within 30 days of recognition. 

(o) 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 value of the minimum lease payments. Subsequent to 
initial recognition, the asset is accounted for in accordance with the accounting policy applicable to 
that asset.  

hǘƘŜǊ ƭŜŀǎŜǎ ŀǊŜ ƻǇŜǊŀǘƛƴƎ ƭŜŀǎŜǎ ŀƴŘ ŀǊŜ ƴƻǘ ǊŜŎƻƎƴƛǎŜŘ ƛƴ ǘƘŜ DǊƻǳǇΩǎ ǎǘŀǘŜƳŜƴǘ ƻŦ ŦƛƴŀƴŎƛŀƭ 
position. 

(p) Employee benefits 

Wages and salaries, annual leave 

Liabilities for wages and salaries and annual leave expected to be settled within 12 months of the 
ǊŜǇƻǊǘƛƴƎ ŘŀǘŜ ŀǊŜ ǊŜŎƻƎƴƛǎŜŘ ƛƴ ƻǘƘŜǊ ǇŀȅŀōƭŜǎ ƛƴ ǊŜǎǇŜŎǘ ƻŦ ŜƳǇƭƻȅŜŜǎΩ ǎŜǊǾƛŎŜǎ ǳǇ ǘƻ ǘƘŜ ǊŜǇorting 
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 future 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.  

Share-based compensation benefits 

Share-based 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 benefit expense 
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 determined using a Black-Scholes 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 non-tradeable nature of the option, the share price at grant date 
and expected price volatility of the underlying share, the expected dividend yield and the risk free 
interest rate for the term of the option. 

(q) Issued capital 

Ordinary shares are classified as equity. 

Incremental costs directly attributable to the issue of new shares or options 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 purchase. 
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(r) Transfer from reserves 

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

2. 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 
DǊƻǳǇΩǎ ŎŀǎƘ ǇƻǎƛǘƛƻƴΣ ǘƘŜ ŎŀǊǊȅƛƴƎ ǾŀƭǳŜǎ ƻŦ ŜȄǇƭƻǊŀǘƛƻƴ ǇŜǊƳƛǘǎ ŀƴŘ ŀ DǊƻǳǇ ŎŀǎƘ ŦƻǊŜŎŀǎǘ ŦƻǊ ǘƘŜ 
next twelve months of operation. 

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

3. Revenue  

  Consolidated 

  2011 
$ 

2010 
$ 

Provision of laboratory services  218,151 174,511 
  218,151 174,511 

4. Other income 

  Consolidated 

  2011 
$ 

2010 
$ 

Associate management fee  240,000 240,000 
Research and development tax concession  91,040 335,454 
GST and fuel tax credits  138,625 204,392 
Asset usage  128,830 154,448 
Litigation settlement  329,182 - 
Other  909 40,002 

  928,586 974,296 

5. 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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6. Net finance income 

  Consolidated 

  2011 
$ 

2010 
$ 

Interest income  370,095 389,251 

Finance income  370,095 389,251 

Bank charges  (5,173) (5,241) 
Borrowing costs  (482) (2,964) 

Finance expenses  (5,655) (8,205) 

  364,440 381,046 

7. Income tax 

  Consolidated 

  2011 
$ 

2010 
$ 

Total tax expense comprises    
Current tax expense  - - 
Deferred tax expense  (566,648) - 

  (566,648) - 

Reconciliation between tax expense and pre-tax accounting profit 

  Consolidated 

  2011 
$ 

2010 
$ 

Loss before tax  (737,920) (134,826) 

Income tax benefit on loss at Australian tax rate of 
30% (2010: 30%) 

 
221,376 40,448 

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

 
(145,038) 145,725 

Share of loss of equity accounted investee  (49,593) (29,476) 

Non-assessable income  27,312 100,636 

Non-deductible expenses  (151) (87) 

Capital raising  90,673 124,104 
Capitalised exploration and evaluation 
expenditure 

 
822,885 2,735,776 

Movement in other temporary differences  (11,235) (199,768) 

  956,229 2,917,358 

(Under)/over provided in prior years  (2,139,979) 1,019,052 
Current year benefits/( losses) for which no 
deferred tax asset was recognised 

 
1,183,750 (3,936,410) 

Change in previously unrecognised temporary 
differences, including losses 

 
(566,648)  

Income tax expense  (566,648) - 
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