11/03 2011 FRI 12:16 FAX 07 55888800 Alpha Wealth [floo1r/023

neleon Mining NL

and its Controlled Entities

ABN 17 098 773 785

INTERIM CONSOLIDATED FINANCIAL REPORT
FOR THE HALF-YEAR ENDED 31 DECEMBER 2010



11/03 2011 FRI 12:16 FAX 07 55888800 Alpha Wealth [flooz2/023

Chameleon Mining NL and Its Controlled Entities Half year ended 31 December 2010

N

" CORPORATE DIRECTORY

",
ey
(N ﬂ j

DIRECTORS

Ben Elias (Chairman)
Anthony Karam
Ahmed Hassan

Antony Sage
Jason Bontempo
Paul Kelly

COMPANY SECRETARIES

James Arkoudis
Ahmed Hassan

AUDITORS

Philip A. Joannou & Associates

REGISTERED OFFICE

Level 14
1 Alfred Street
Sydney NSW 2000
Ph: 02 8226 3300
Fax: 02 8226 3305

WEBSITE
www.chmnl.com

SHARE REGISTRY

Registries Limited
Level 7, 207 Kent Street
Sydney NSW 2000
Ph: 02 9290 9600
Fax: 02 9279 0664

ASK CODE: CHM



11/03 2011 FRI 12:16 FAX 07 55888800 Alpha Wealth fJoo3/023

Chameleon Mining NI and Its Controlled Entities Half year ended 31 December 2010

> CONTENTS

g F
R

Directors’ Report 4
Auditor’s Declaration of Independence 8

Financiai Report:

Consolidated Statement of Comprehensive Income 9
Consolidated Statement of Financial Position 10
Consolidated Statement of Changes in Equity 11
Consolidated Statement of Cash Flows 12
Notes to the Financial Statement 13
Directors' Declaration 21
Independent Auditor's Review Report 22



11/03 2011 FRI 12:16 FAX 07 55888800 Alpha Wealth [flooa/so023

Chameleon Mining NL and its Controlled Entities Half year ended 31 December 2010

- DIRECTORS’ REPORT

— ..

Your directors present their report, together with the financial statements of the group, being the Company and its
controlied entities for the 6 months ended 31 December 2010,

Diractors

The names of directors of the Company who heid office during and/or since the end of the half-year are:

o Mr. BenElias o Mr. Paui Kelly
o Mr. Ahmed Hassan o Mr. Anthony Karam
o Mr. Jason Bontempo o Mr Antony Sage

HPrincipal Activitlas
The principal activities of the Company during the period were:

o Activities associated with mining and mineral exploration;
o Management of litigation claims against Murchison Metals Ltd (‘Murchison’) & Ors; and
o Investment of surptus funds.

Resull and Heview of Operations
The loss after income tax for the pericd amounted to $4,441,554.

During the period, the Company made significant progress involving the:

o Maintenance and examination of opportunities to develop its tenements;

o Successful defense of plaints;

o Finalisation of one set of proceedings against Murchison and Grimaldi in the Federat Couri (now on appeal fo the
Fuli Court of the Federal Court);

o Termination of litigation funding agreement with International Litigation Partners;

o Consclidation of its financial resources.

There were a number of significant changes in the state of affairs of the Company that occcurred during the period. These
are listed below.

Corporate Actions:

Stratagic Aflfance with Cape Lambert Resources Lid

On 10 August 2010, the board of Chameleon Mining NL announced a strategic alliance with Cape Lambert Resources
Ltd. This strategic aliance provided the Company with an injection of capital (by way of placement) and significant mining
expertise at the board level.

The key terms of Chameleon's strategic alliance with Cape Lambert are as follows:

o Aplacement by Chameleon of 166,666,667 shares at 1.5¢ per share, raising $2,500,000.The piacerment included
a three for five attaching option exercisable at 1.5¢c on or before 31 December 2012. The placement options
were approved by shareholders at the Company's AGM on 29 November 2010. The proceeds of the placement
are being used fo supplement Chameleon’s working capital, its exploration activities, and its administration and
corporate commiiments.

o Arrangement of a credit facility to provide Chameleon funding of up to $6,500,000 which, if taken up would be
conditional on the discharge of the litigation funder's charge over the Company. The funds to be drawn down (if
any) are repayable out of proceeds from the litigation against Murchison and Grimaldi; and
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DIRECTORS REPORT {Cont’d)

o Cape Lambert is entitled {o appoint to the Board of Chameleon a sufficient number of directors so as (o constitute
50% of the Chameleon board, The Board appointments of Antony Sage, Jason Bontempo and Paul Kelly were
made on 13 September, 2010,

Also during the period (December 2010) Chameleon confirmed a $1.6 million placement for two hundred million
(200,000,000} ordinary fully paid shares at an issue price of 0.8 cents per share, The proceeds of the placement are
being used to supplement Chameleon’s working capital, its exploration activities, and its administration and corporate
commitments.

By 31 December 2010, all of the Company's outstanding options were exercised ar lapsed: save for those issued through
the Cape Lambert placement as referred to above.

Exploration Operations

The group made an application to the Department of Mines and Petrofeum for exemption from expenditure for Exploration
License 80/3522 which we anticipate will be determined by April 2011,

Explaration

A key element of the alliance between the Company and Cape Lambert included Mr. Sage’s commitment to bring his
group’s mining expertise to Chameleon.

The Company will also be utilising its resources to progress a number of opportunities introduced to the Company by
Cape Lambert and others that provide broader opportunities for Chameleon shareholders’ with regard to the possible
acquisition and development of other significant exploration and mining prospects.

The Company is now well advanced in terms of finalising a transaction that would see the Company participate in the
exploration of its Palm Springs gold interests.

The Chameleon Federal Souwrt proceadings against Murchison Metals Lid & Ors and Grimaldi

As against Murchison Metals and related Companies

The Federal Court decision confirmed Chameleon's claim that both Murchison and Grimaldi obtained funds from
Chameleon in breach of their respective fiduciary duties or with knowledge of such breaches and used those funds in the
acquisition of the lron Jack Project.

The significant findings of fact in Chameleon's favour (see below) provide Chameleon with a strong foundation from which
to proceed on appeal against the limited remedies awarded to Chameleon against Murchison.

In relation to the Orders against Murchison the Company was successful in establishing a series of facts that inciuded the
following findings by the Federal Court, namely:

o That the value of funds obtained from Chameleon by breach of fiduciary duty applied for the benefit of Murchison
comprised 24% of the cash consideration for the purchase of the “iron Jack Project” (Murchison’s flagship asset); and

o Murchison was a knowing participant of the breaches of fiduciary duty proven by Chameleon at trial, and a knowing
beneficiary of the funds obtained from those breaches of fiduciary duty; and

o Chameleon's funds were paid directly from Chameleon to the vendor's of the kron Jack Project; and

o But for the receipt of the funds obtained through the breaches of fiduciary duty Murchison would not have obtained
ownership of the lron Jack Project

It is Chameleon's view that the relief ordered by His Honor fo strip Murchison of the ‘profits’ it made as a consequence of
its breaches of fiduciary duty, particularly in reference to ‘income', is inadequate given the significant findings of fact in
favour of Chameleon.

Accordingly, in light of the substantial findings of fact in its favour, Chameleon has appealed against the limited remedies
awarded against Murchison.

As between Chameleon and Murchison costs have been reserved. Given the findings and Orders against Murchison,
Chameleon expects (subject to any Appeal) that Murchison will ultimately be held liable to pay Chameleon’s costs,

bl e e T e e
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Az against Grimaldi

The Federal Court ultimately expanded Grimaldi's liability to include an order that Grimaldi account in favour of
Chameleon for a further 12 million Murchison options, effectively more than doubling Grimaldi's liability to Chameleon
{from 10 Million Murchison shares 1o 10 million Murchison shares plus 12 milion Murchison options that were exarcisabie
at 20¢).

The Court's determination on 24 February 2011 confirms that Chameleon may immediately proceed with the process of
taking an account of the profits derived by Grimaldi from the breaches.

Given the very low option exercise price (20¢) and the trading range for the Murchison shares in the relevant periods
during which the Murchison shares were sold (up to circa $5.50) the account of profit for this component of the Judgment
may be significant. The Company will continue to take all steps to realise its Judgment against Grimaldi.

Given the findings and Orders against Grimaldi, Chameleon expects {subject to any Appeal) that Grimaidi will ultimately
be held liable to pay Chameleon’s costs.

Dispuie with Litigation Funder

On 11 August 2010, International Litigation Partners {'ILP’} - the Company’s former litigation funder - appointed a receiver
to Chameleon. That afterncon, the Company obtained an injunction restraining the receiver from exercising any right or
power pursuant to the appointment document relied on by ILP.

On 16, 17 and 18 August 2010, both parties presented their respective cases in the NSW Supreme Court before His
Honour Justice Hammerschlag pertaining to the operation of the funding desd.

On 31 August 2010, the Supreme Court made the following orders:

o ILP has no entittement to the Funding Fee it was claiming; and
o ILPis entitled to payment of an Early Termination Fee, less any sums previously paid to it by CHM.

ILP appealed the decision and Chameleon filed a cross appeal based on the issue of ILP being legaily required fo hold a
financial services license — which if did nof (and does nof) hold.

On 10 September 2010, the Court of Appeal made orders causing ILP to:

o retire the receiver on 10 September, 2010: and
o restrain ILP from taking any steps fo enforce the charge ILP has over the Company's assefs until final
determination of the appeal.

The Appeal (and cross-appeal) was heard on 12 October, 2010.  The litigation funder's entitlement to any further
payment will be determined in the appeal.

The Court of Appeal decision is reserved. A decision is expected in the first quarter of 2011.
Dividends

No dividends have been paid or declared since the end of the previous financial year to the date of this report.
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Zvants Subseauant to Reporiing Date

Faderal Conrt Case against Wurchizon Motals Lid & Ors

On 4 February 2011 all parties in the Federal Court proceedings were granted leave to appeal. It is anticipated that the
appeals will be heard fogether in early August 2011. As at the date of this report, Chameleon and Murchison have filed
their respective appeals within the period ordered by the court.

The account of profit exercise in respect of Grimaldi should commence immediately, however Grimaldi has indicated that
he will appeal that ruling, in an attempt to stay the accounting profits so far as it relates to him.

The account of profit process in respect of Murchison has been stayed untit the resolution of the appeal.

Lead Auditor's Indepsndance Daclaration

The lead auditors independence declaration is set out on page 8 and forms part of the Director's report for the half year
ended 31 December 2010,

Signed in accordance with a resolution of the directors.

Mr. Anthony Karam
Managing Director

Dated at Sydney
11 March 2011
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- AUDITOR’S DECLARATION OF

% } INDEPENDENCE
"~ UNDER SECTION 307C OF THE CORPORATIONS ACT 2001

To the directors of Chameleon Mining NL.,

f declare that, to the best of my knowledge and belief, in relation to the review for the half-year ended 31 December 2010,
there have been;

)] no contraventions of the auditor independence requirements of the Corporations Act 2001 in relation to the
review; and
{ii) no contraventions of any applicable code of professional conduct in relation to the review.
)

Philip A. Joannou & Assocnf;

Mr, Brian R. Tayior

Partner
Date Sydney
11 March 2011

Liability limited by a
Scheme approved under
Professional Standards
Legislation

Ll e
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+ CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

FOR THE HALF-YEAR ENDED 31 DECEMBER 2010

Consolidated Group

31 December 31 December
Note 2010 2009
$ &
Revenue from non-operating activities 30,941 11,539,263
Consulting fees (182,911) {966,547)
Occupancy expenses (79,081) (36,599)
Change in fair vaiue of financial assets (71,449) -
Financing expense {112,887) (92,452)
Litigation expenses 2 (3.543,0186) (8,286,482)
Other expenses from ordinary activities (483,151) (327,167)
({Loss)profit from continuing operations before income
tax (4,441,554) 1,830,016
Income tax expense - -
(Loss)/profit from continuing operations (4,441,554) 1,830,016
Other comprehensive income for the period - -
Net comprehensive (loss)/profit for the period (4,441,554) 1,830,016
Total comprehensive (loss)income attributable {o
members of the parent entity (4,441,554) 1,830,016
Basic (loss)/profit per share {(cents) (0.28) 0.15
Diluted {loss)/profit per share (cents) (0.24) 0.11

The above consolidated statement of comprehensive income should be read in conjunction with the accompanying notes.
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CURRENT ASSETS
Cash and cash equivalents
Trade and other receivables

Other financial assets
TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Property, plant and equipment

Exploration and evaluation expenditure
TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Trade and other payables

Interest bearing loan and borrowings
TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES

Provisions
TOTAL NON-CURRENT LIABILITIES

TOTAL LIABILITIES
NET ASSETS

EQUITY
Issued Capital
Reserves

Accumulated L.osses
TOTAL EQUITY

Note

£

3 " CONSOLIDATED STATEMENT OF
-y FINANCIAL POSITION

AS AT 31 DECEMBER 2010

Consolidated Group

31 December 30 June
2010 2010

$ 3
2,807,488 47,296
3,052,230 2,697,272
173,500 1,313,700
6,033,218 4,058,268
20,877 22,087
1,740,096 1,583,009
1,760,973 1,605,096
7,794,191 5,663,364
281,206 269,703
60,913 1,347,973
342,119 1,617,676
2,720,000 220,000
2,720,000 220,000
3,062,119 1,837,676
4,732,072 3,825,688
23,772,731 18,450,931
93,000 66,862
{19,133,659) (14,692,105)
4,732,072 3,825,688

The above consolidated statement of financial position should be read in conjunction with the accompanying notes.
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. CONSOLIDATED STATEMENT OF
> CHANGES IN EQUITY

FOR THE HALF-YEAR ENDED 31 DECEMBER 2010

Share
Based
Issued Payment Accumulated Total
Capital Reserve Losses Equity
$ $ $ $
2009
Balance at 1 July 2009 18,180,331 15,061 (16,614,631) 1,580,761
Profit / (Loss) for the
period - - 1,830,016 1,830,016
Share-based payments - 25,899 - 25,899
Shares issued and
options converted 104,000 - - 104,000
Balance as at 31
December 2009 18,284,331 40,960 (14,784,615) 3,540,676
Total attributable to
members of parent entity 18,284,331 40,960 {14,784,615) 3,540,676
2010
Balance at 1 July 2010 18,450,931 66,862 {14,692,105) 3,825,688
(L.oss)/profit
for the period - - (4,441,554} (4.441,554)
Share-based payments - 26,138 - 26,138
Shares issued and
options converted 5,321,800 - - 5,321,800
Balance as at 31
December 2010 23,772,731 93,000 {19,133,659) 4,732,072
Total attributable to
members of parent entity 23,772,731 93,000 {19,133,659) 4,732,072

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

11
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>~ CONSOLIDATED STATEMENT OF
-, CASH FLOWS

" FOR THE HALF-YEAR ENDED 31 DECEMBER 2010

Consolidated Group

31 December 31 December
2010 2009
$ $

CASH FLOWS FROM OPERATING ACTIVITIES
Cash praceeds from settlement - 351,000
Cash payments in the course of operations {1,717 ,594) (1,471,943)
Interest received 28,130 48,017
Interest paid (61,958) (53,072)
Net cash (used in)/provided by operating activities (1,751,422} (1,125,998)

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from share sales 922,971 926,197
Payments for shares in listed equities (20,099) (145,478)
Payments for exploration expenditure {182,690} (27,957)
Payments for property, plant and equipment (1,965} (1,650)
Refund of security deposit - 120,000
Net cash provided by /(used in) investing activities 718,217 871,112

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from options exercised and shares issued 5,081,815 104,000
Proceeds from short term loans 66,000 85,000
Repayments of short term loans (584,418) (39,521)
Repayments of debt facility (770.000) -
Net cash provided by {used in) financing activities 3,793,397 149,479
Net increase/{decrease) in cash held 2,760,192 {105,407)
Cash at beginning of the half-year 47,296 282,764
Cash at the end of half-year 2,807,488 177,357

The above consofidated statement of cash flows should be read in conjunction with the accompanying notes

12
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1o statament of Signiflcant Accounting Policies
(a) Statemment of compliance

The interim financial reports are a general purpose financial report prepared in accordance with the reguirements of the
Corporations Act 2001, applicable accounting standards including AASB 134 ‘Interim Financial Reporting’, Accounting
Interpretations and other authoritative pronouncements of the Australian Accounting Siandards Board {'AASB).
Compliance with AASB 134 ensures compiiance with 1AS 34 ‘Interim Financial Reporting’.

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

Itis recommended that this financial report be read in conjunction with the annual financial report for the year ended 30
Jung 2010 and any public announcements made by Chameleon Mining NL and its subsidiary during the half-year in
accordance with continuous disclosure requirements arising under the Corporations Act 2007 and the ASX Listing Rules.

The accounting poticies adopted are consistent with those of the previous financial year and corresponding interim
reporting period, except as set out below, under the heading of ‘Adoption of new and revised Accounting Standards’.

{7} Basis of Preparation

The interim report has been prepared on a historical cost basis, except for the revaluation of certain financial instruments.
Cost is based on the fair value of the consideration given in exchange for assets. Chameleon Mining NL is a company
domiciled in Australia and all amounis are presented in Australian Dollars unless otherwise noted.

This interim financial report is intended fo provide users with an update on the latest annual financial statements of
Chameleon Mining NL and its controlled entities {the group). It does not contain information that represents relatively
insignificant changes that occurred during the half-year. This financial report should be read in conjunction with the 2010
consolidated financial report together with any public announcements made during the half-year.

{c) Significant accounting judgments and Key estimates

The preparation of interim financial reports 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. Actual
results may differ from these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions 0 accounting estimates are recognised in the period in which the estimate is revised and if any future periods
affected.

In preparing this interim report, the significant judgments made by management in applying the Group's accounting
policies and the key sources of estimation uncertainty were the same as those that applied to the consolidated financial
report for the year ended 30 June 2010.
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NOTES TO THE FINANCIAL STATEMENTS (Cont’'d)
{d} Adoption of new and revisad Accounting Standards

in the half-year ended 31 December 2010, the Group has reviewed all of the new and revised Standards and
Interpretations issue by the AASB that are relevant to its operaticns and effective for annual reporting periods beginning
on or after 1 July 2010. The Group has adopied the following new and amended Australian Accounting Standards and
AASB Interpretations as of 1 January 2010:

o AASB 2009-5 Further Amendments fo Australia Accounting Standards arising from the Annual Improvements

Process: A number of amendments are mainiy technical, clarifying particular terms, or eliminating unintended
consequences. Other changes include currentinon-current classification of converlible instruments, the
classification of expenditures on unrecognized assets in the statement of cash flows and the classification of
leases of land and building.

o AASB 2009-8 Amendments fo Ausfralia Accounting Standards- Group Cash-seftied Share-based payment
transactions: This Amendment clarifies the scope of AASB 2 by requiring an entity that receives goods or
services in a share-based payment arrangement to account for those goods or services no matter which entity in
the group settles the transaction, and no matter whether the transaction is settled in shares or cash.

o AASB 2009-10 Amendments to Australian Accounting Standards- Classification of Rights Issues: Clarifies that
rights, option or warrants {0 acqguire a fixed number of an entity's own equity instruments for a fixed amount in
any currency are equity instruments if the entity offers the rights, options or warrants pro rata to all existing
owners of the same class or its own non-derivative equity instruments.

o AASE 2010-3 Amendments to Australian Accounting Standards arising from the Annual Improvements Project:
Amends a number of pronouncements as a result of the 1ASB's 2008-2010 cycle of annual improvements,
including measurement of non-controlling interests in a business combination, transition requirements for
contingent considerations from a business combination and transition requirements for amendments arising as a
result of AASB 127,

o AASB 136 /mpairment of Assets: The amendment clarifies that the largest unit permitted for allocating goodwill,
acquired in a business combination, is the operating segment as defined in AASB 8 before aggregation for
reporting purposes. The amendment has no impact on the Group as the annual impairment test is performed
hefore aggregation.

The Group has aiso reviewed all new Standards and Interpretations that have been issued but are not yet effective for the
half-year ended 31 December 2010. As a resuit of this review the Directors have determined that there is no impact,
materials or otherwise, of the new and revised Standards and Interpretations on its business and, therefore, no change
necessary to the Group's accounting policies.

{2} Comparativas

Where required by Australian Accounting Standards, comparatives have been adjusted fo conform to changes in
presentation for the current financial period.

e e —— e T
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NOTES TO THE FINANCIAL STATEMENTS (Cont'd)

() Application of going consern

The financiat report has been prepared on a going concern basis as the shareholders continue to provide the necessary
support 1o enable the Group to meet its obligations as and when they fall due. The directors have concluded that it is
appropriate to prepare the accounts on a going concern basis.

The Group has entered into a strategic alliance which will provide necessary financial suppori and mitigate the risks fram
ongoing and future litigation.

The Group has relfied on shareholder funding and the establishment of other facilittes. Ongoing commitments to fegal
proceedings and further exploration and development of one or more of the Group’s leases may be dependent upon the
Group's ability to obtain further financing through equity, debt financing arrangements or other means.

Despite securing a decision in its favour in the Federal Court proceedings against Murchison Metals Limited (& Ors) and
Grimaldi, it is possible, although unlikely, that deposits and other debtors totaling $2,615,794 made by the Group are at
risk in the event of an adverse judgment on either of the appeals. An adverse judgment and a costs order made against
the Company would have a corresponding impact on the Group’s financial results. No provision has been made in these
accounts for such an outcome.

Should the legal proceedings not go in favour of the Group, the Group's fund raising activities and agreements would
need to be completed to enable the Group to continue as a going concern.

2. Litlgation Funding Costs
Consclidated Group

31 December 31 December
2010 2009
$ §
Litigation costs - 8,286,482
Legal costs 1,043,016 -
Provision for litigation 2,500,000 -
3,543,016 8,286,482

Provision for fitigation represents the Groups share of any termination fee payment under the litigation credit facility
agreement. The balance would be funded from the Group's credit facility (subject to the terms of that facility).

3, Cash

Consolidated Group

31 December 30 June

2010 2010

5 $

Cash at bank 2,807,488 47,296
2,807,488 47,296
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NOTES TO THE FINANCIAL STATEMENTS (Cont’d)
4, Beosivablas

Consolidated Group

31 December 30 June
2010 2010
$ $
Current

Term deposits ' 1,134,087 1,136,379
Other term depaosits . 42,785 42,785
Security deposit 2 977,000 977,000
Selflement sum receivable 504,707 504,707
Other debtors 363,651 36,401
Sundry debtors ® 3,000,000 3,000,000
Provision for non-recovery (3,000,000} (3,000,000}
3,052,230 2,687,272

Non-current
Advance — other 163,014 163,014
Less: provision for non-recoverability {163,014} {163,014)

' Al term deposiis are used to cover bank guarantees required in fitigation proceedings.

z Security deposits are used to cover undertakings required in litigation proceedings.

8 Following advice from the Company’s auditor’ some pre-external administration receivables have been maintained and
fully provided for and will be carried forward until such time as the underlying transactions have been fully determined and
a final decision can be made by the directors as to their correct treatment.

g, Avatiable For! Aszeis
Available for Sale Listed Sscurifics

Current Investments in available for sale listed securities are based upon their approximate market value.

The table below states the available for sale investment:

Current Consolidated Group
31 December 30 June
2010 2010
$ $
Listed equities 173,500 1,313,700
173,500 1,313,700

16
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NOTES TO THE FINANCIAL STATEMENTS (Cont’d)

Exploration and evaluation phase expendiiure costs carried forward at cost

Reconciliation

Carrying amount at beginning of year:

Exploration expenditure incurred

Carrying Amount at end of period

Consolidated Group

31 December 30 June
2010 2010

$ $

1,740,096 1,583,009
1,740,006 1,583,009
1,583,009 1,448,569
157,087 134,440
1,740,096 1,583,009

The exploration expenditure carried forward at 31 December 2010 represents interests in the company’s tenements in
Waestern Australia. The recoupment of exploration costs carried forward depsnds on the successful development and
commercialisation of those tenements having regard to including but not limited to the future price of commodities.

Kimperly Gold P/L / Metals
MB0/318 * PPalm Springs — Kimberly Australia P/L/ Ynema Live 21/08/2011
M80/418 Palm Springs ~ Kimberly Kimberly Gold P/L Live 05/09/2016
Kimberly Gold P/ / Metals
M80/106 * Palm Springs - Kimberly Australia P/L/ Ynema Live 23/07/2028
E52/1751 Fortnum Jamora Nominees P/l.” Live 25/07/2011
E52/1752 Fortnum Jamora Nominees P/ Live 11/11/2011
E52/1740 Horseshoe Raymondo Fazio" Live 11/07/2011
£80/3522 Paim Springs ~ Kimberly Chameleon Mining NL Plainted *** 2810972011
E80/3087 Palm Springs — Kimberfy Aztec Resources P/L live 29/09/2015

* 95 % ownership via Kimberly Gold Ltd.

+Tenements are in the process of being transferred into the name of the Company.

*“** The directors are confident that the plaints on this tenement will be successfully defended.

7. Borrowings

Current

Debt facility

Unsecured loans — variable interest

Consolidated Group

31 December 30 June
201¢ 2010

$ $

60,913 830,913

- 517,080

60,913 1,347,973

b= e e e
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NOTES TO THE FINANCIAL STATEMENTS (Cont’d)

Consolidated Group

31 December 30 June

Non-Current 2010 2010

$ $

Provision for mine restoration 220,000 220,000
Provision for Litigation 2,500,000 -
2,720,000 220,000

9. Contribuied Equily

Consolidated Group

31 December 30 June
2010 2010
$ $

Issued and Paid up capital
1,938,138,827 Ordinary shares fully paid (June 2010: 1,266,022,160) 23,772,731 18,305,081
Options exercisable at 0.4 cents (June 2010: 125,850,000) - 125,850
Options exercisable at 15 cents {June 2010 20,000) - 20,000
23,772,131 18,450,931

Consolidated Group

No. of Shares $
Movement of shares on issue
Beginning of the financial year 1,266,022,160 18,305,081
Issued during the period 672,116,667 5,447 650
Balance at end of period 1,838,138,827 23,752,731

Share Qptions

Buring the period, the Company; as part of the Cape Lambert strategic alliance, issued 100,000,000 options to related
entities of Direciors in accordance with the resolution passed by shareholders at the Annual General Meeting held 29
November 2010. The options are fo acquire fully paid shares at an exercise price of 1.5 cents. The options expire on 31
December 2012,

e e
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1 Heconoiliation of Movemant in §

Consolidated Group

31 December 30 June

2010 2010

$ $

Share-based payments reserve 93,000 66,862

Balance at end of period 93,000 66,862

Movements

Share-based payments reserve

Balance at 1 July 66,862 15,081

Value of options expensed 26,138 51,801

Balance at end of period 93,000 66,862

The share-based payments reserve is used to recognise the fair value of options issued as payments for services but not
exercised.

11 Begment nformation

The Directors have considered the requirements of AASB 8 Operating Segments as well as internal reports that the
Board have reviewed and have concluded that at this time there are no separately identifiable segments, as the economic
entity operates in only one segment being mineral exploration in Australia.

12, Bvents Subseausnt {o Reporting Date

Faderal Court Case against Murchison Matals Lid & Ors

On 4 February 2011 alt parties in the Federal Court proceedings were granted feave to appeal. All parties have indicated
they will appeal. It is anticipated that the appeals will be heard together in August 2011.

13, Commitmernds, Gontingent As

Since the last annual reporting date, there has been no materiai change in contingent iabilities other than the group being
committed to the Department of Industry and Resources in Western Australia, fo a minimum amount required over a one
year period with respect to the statutory commercial costs for tenements held by the company and the group of $231,200
(June 2010: $202,775).

Chamefeon Mining ofaim against Murchison Metals and Ors

As at the date of this report, the Company has provided and placed with the Court, $2,615,74 in security for costs and
other debtors far the Chameleon Claim.

Whilst the litigation to date has been funded by the Company, security for costs deposits and other debtors totaling
$2,615,794 made by the Company are at risk in the event of an adverse judgment on appeal, which would have a
corresponding impact on the Company's financial results. No provision has been made in these accounts for such an
outcome. The Company is confident of being successful with its claims and does not expect any adverse orders in
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NOTES TO THE FINANCIAL STATEMENTS (Cont’d)

respect to cost and therefore has not provided for any additional amounts over and above the amounts provided as
Security for Costs.

Should the Company be successful with its claims against Murchison and others, it is obliged fo repay its commitments
under any credit facility that may be in piace at the time and other consulting fees in accordance to the terms of the
respective agreements.

Litigation Funding Termination Fee

In the event the NSW Supreme Court of Appeal finds against Chameleon on the licensing issue, in the ILP iitigation, then
the Group will be committed to an early termination fee of $9,000,000 less the net amount previously paid to {LP.

14, Ralated Parties

Arrangements with related parties continue to be in place. For details on these arrangements, refer to the 30 June 2010
financial report.

18, Becurity

A fixed and floating charge has been granted by the company as part of the litigation funding agreement limited to terms
and conditions relating to obfigations of the Company under that agreement.

The operation of the charge is aiso subject to the Company's appeal against the litigation funder.

As at reporting date the total amount payable to the funder to redeem the deed of charge is $8,495,292 (as per note 13).

20
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'DIRECTORS’ DECLARATION

The Directors of the Company declare that:

1. The financial statements and notes, set out on pages 9 - 20, are in accordance with the Corporations Act 2001,
including:

{a) complying with Accounting Standard AASB 134 ‘Interim Financial Reporting: and the Corporations
Regulations 2001: and

{b} giving a true and fair view of the consolidated entity's financial position as at 31 December 2010 and of its
performance for the half-year ended on that date based on the factors in note 1(f) to financial statements.

2. In the Directors’ opinion there are reasonable grounds to believe that the Company will be able to pay its debts as
and when they become due and payable.

is.efade in ape(( rﬁce with a resolution of the Board of Directors.
-

7

Mr. Anthony Karam
Managing Director

Dated at Sydney
11 March 2011
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INDEPENDENT AUDITOR’S REVIEW
- REPORT TO THE MEMBERS OF
>y CHAMELEON MINING NL

Regort on the Half-year Financial Report

We have reviewed the accompanying half-year financial report of Chameleon Mining NL (“the company’), which
comprises the consolidated statement of financiai position as at 31 December 2010, the consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows for the
half-year ended on that date, a statement of accounting policies and other selected explanatory notes and the directors’
declaration. The consolidated entity comprises both the Company and the entities it controls at the half-year's end or from
time to time during the half-year.

Directors’ Responsibility for the Half-Year Financial Report

The directors of the Company are responsible for the preparation and fair presentation of the half-year financial report in
accordance with Australian Accounting Standards {including the Australian Accounting Interpretations) and Corporations
Act 2001. This responsibility Includes establishing and maintaining internal controls relevant to the preparation and fair
presentation of the half-year financial report that is free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Auditor's Responsibility

Qur responsibility is to express a conclusion on the half-year financial report based on our review. We conducted our
review in accordance with Auditing Standard on Review Engagements ASRE 2410 Review of interim and Other Financial
Reports Performed by the independent Auditor of the Entity, in order to state whether, on the basis of the procedures
described, we have become aware of any matter that makes us believe that the financiat report is not in accordance with
the Corporations Act 2001 including: giving a true and fair view of the consofidated entities financial position as at 31
December 2010 and its performance for the half-year ended on that date; and complying with Accounting Standards
AASB 134 Interim Financial Reporting and the Corporations Regulations 2001.

As the auditor of Chameleon Mining NI, ASRE 2410 requires that we comply with the ethical requirements relevant to the
audit of the annual financial report.

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

Indegendence

In conducting our review, we have complied with the independence requirements of the Corporations Act 2001.
Material Uncertainty Regarding Continuation As A Going Concern

In forming our opinion, which is not qualified, we have considered the adequacy of the disclosure made in note 1(f) o the
financizl statements concerning the Group's ability to continue as a going concern. The Group is currently entered into
legal proceedings and is also committed to ongoing exploration expenditure. Further finance, in the form of, or a
combination of debt funding, capital raising, credit facilities andior private placements may be needed to meet these
commitments. The Directors believe that the Group will be able to raise adeguate funds.

As the appeals in the Murchison [tigation and the International Litigation Parners (IL.P) litigation have not been
determined, there remain uncertainties as to the future results and financial position of the Group.

Deposits and other debtars totaling $2,615,794 made by the Company in the Murchison litigation are at risk in the event of
an adverse judgment, which would have a corresponding impact on the Company’s financial results, in addition unknown
legal costs that may be incurred.

The effect, if any on the financial position and the appeais lodged in the Murchison iitigation and the ILP litigation cannot
be determined as these proceedings by their very nature are uncertain.

The haif-year financial report does not include any adjustments relating to the recoverability and classification of recorded

asset amounts nor to the amounts and cfassification of liabilities that may be necessary should the matters referred to in
note 1(f} not materialfise.

Conclusion

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

(i) Giving a true and fair view of the consolidated entity’s financial position as at 31 December 2010 and of
its performance for the half-year ended on that date; and

i} Complying with Australian Accounting Standard: AASB 134 Interim Financial Reporfing and the
Corporations Regulations, 2001,

Philip A. Joannou & Associates

Mr. ngnm %
Partner

Dated at Sydney
11 March 2011

Liability limited by a
Scheme approved under
Professional Standards
Legislation
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