| Broken H|II

| PRDSF’ECT

Half Year Report

For the six months ended 31 December 2010

Broken Hill Prospecting Limited - www.bhpl.biz



BROKEN HILL PROSPECTING LIMITED
AUDIT REPORT

5 Half Year Report - 31 December 2010



Broken Hill Prospecting Limited - Statement of Comprehensive Income

BROKEN HILL PROSPECTING LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE SIXMONTHS ENDED 31 DECEMBER 2010

31 December 2010

$
Continuing Operations
Interest received 5,213
Auditors’ remuneration (7,250)
Marketing & promotion (100,000
Management fees (61,323)
Accounting, secretarial, legal (41,080)
Administration expenses (8,159)
Unrealised foreign exchange gain 6,030
Loss for the year before income tax (206,569)
Income tax expense -
Loss for the year (206,569)
Net profit and Comprehensive income / (loss)
attributable to shareholders (206,569)
Earnings per share
Basic earnings/(loss) per share from continuing operations (0.36) cents
Diluted earnings/(loss) per share from continuing operations (0.28] cents

The accompanying notes form part of these financial statements.

31 December 2009
$

(5,638)

(26,248)
(943)
3,221

(29,608)

(29,608)

(29,608)

(0.09) cents
(0.09) cents
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BROKEN HILL PROSPECTING LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE SIXMONTHS ENDED 31 DECEMBER 2010

Share Retained Foreign Total equity
capital earnings currency $
$ $ translation
$
2010
Comprehensive income (loss) - (206,569) - (206,569)
Movement in equity for the period - (206,569) = (206,569)
Equity at 1 July 2010 809,135 (552,588] (477) 256,070
Payment of uncalled capital 79 - - 79
Share issue 890,000 - - 890,000
Share issue costs (133,520) - = (133,520)
Equity at 31 December 2010 1,565,694 (759,157) (477) 806,060
2009
Comprehensive income (loss) - (29,608]) (477) (30,085])
Movement in equity for the period - (29,608) (477) (30,085)
Equity at 1 July 2009 337,170 (502,985) - (165,815)
Share issue 471,965 - - 471,965
Equity at 31 December 2009 809,135 (532,593) (477) (276,065)

The accompanying notes form part of these financial statements.
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BROKEN HILL PROSPECTING LIMITED

STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2010

Note

Equity

Share capital 2
Foreign currency translation

Retained earnings

Equity

Represented by:

Current assets

Cash and cash equivalents
Receivables

Prepayments

Total current assets

Non-current assets

Intangibles
Total assets

Current liabilities

Net share application deposits received

Trade and other payables

Due to related parties 6

Total current liabilities

Non-current liabilities

Due to related parties 6
Total liabilities
Net assets

Net tangible assets/(liabilities) per security
Signed for and on behalf of the Board

S

P Atkinson, Director
11 March 2011

The accompanying notes form part of these financial statements.

31/12/2010
$

1,565,694
(477)
(759,157)
806,060

1,656,993
15,527

1,672,520

656,221

2,328,741

933,512

360,566

228,603
1,522,681

1,522,681

806,060

0.25 cents

W Eades, Director

30/6/2010
$

809,135
(477)
(552,588)
256,070

37,461

25,890

63,351

502,669

566,020

30,000

38,895

68,895

241,055

309,950

256,070

(0.48) cents
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Broken Hill Prospecting Limited - Statement of Financial Position

31/12/2009
$

809,135
(477)
(532,593)
276,065

53,092

53,092

484,640

537,732

29,038

29,038

232,629

261,667

276,065

(0.20) cents



BROKEN HILL PROSPECTING LIMITED
STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 2010

Note 6 months
31/12/2010
$

Cash Flows from Operating Activities
Payments to suppliers (52,543)
Interest received 4,082
Net Cash applied to Operating Activities 3 (48,461)

Cash Flows from Investing Activities
Prospecting expenditure (118,584)
Net Cash applied to Investing Activities (118,584)

Cash Flows from Financing Activities
Capital raising expenditure (486,428)
Proceeds from issue of shares 889,878
Capital raising - deposits received 1,390,327
Repayment of borrowings (7,200)
Proceeds from borrowings -
Net Cash provided from Financing Activities 1,786,577
Net(decrease) / increase in cash and cash equivalents held 1,619,532
Cash and cash equivalents at the beginning of the year 37,467
Cash and cash equivalents at the end of the year 1,656,993

The accompanying notes form part of these financial statements.
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6 months
31/12/2009
$

(31,063

(31,063)

(23,516)
(23,516)

70,000
70,000

15,421
37,671
53,092



Broken Hill Prospecting Limited - Notes to the Financial Statements

BROKEN HILL PROSPECTING LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2010

1. Summary of significant accounting policies

Reporting entity: Broken Hill Prospecting Limited is a company incorporated in New Zealand and registered under
the Companies Act 1993 and since 17 February 2011, listed on the Australian Securities Exchange (ASX) and New
Zealand Stock Exchange (NZX).

Broken Hill Prospecting Limited is an issuer for the purposes of the Financial Reporting Act 1993. The financial

statements of Broken Hill Prospecting Limited have been prepared in accordance with the Financial Reporting Act
1993.

Reporting currency: The functional and presentation currency is Australian dollars.

Basis of preparation: these interim financial statements have been prepared in accordance with IAS-34, Interim
Financial Reporting and should be read in conjunction with the accounting policies set out in the annual financial
statements for the year ended 30 June 2010.

These accounts have been prepared in accordance with generally accepted accounting practice in New Zealand
and therefore also comply with International Financial Reporting Standards. For this purpose, the company has
designated itself as profit-oriented.

The accounting principles recognised as appropriate for the measurement and reporting of financial performance
and financial position on an historical cost basis have been followed by the company.

Changes in accounting policies: There have been no changes in accounting policies during the period. The
accounting policies and method of computation applied during the previous year were applied on a consistent

basis during the current period.

2. Share capital 31/12/2010 30/6/2010
$ $

Ordinary Shares - 60,200,000 (2010: 51,300,000) 1,565,694 809,135
Movement in share capital No. of shares $
Share capital at 30 June 2010 51,300,000 809,135
31/7/2010 uncalled capital paid up - 79
3/8/2010 share issue 5,500,000 550,000
31/8/2010 share issue 2,200,000 220,000
15/9/2010 share issue 1,200,000 120,000
Share issue costs (133,520)
60,200,000 1,565,694

Movement in Options No. of options $
31/8/2010 issue options 25,650,000 -
25,650,000 -

All shares have equal voting rights and will share equally in dividends and surplus on winding up.

During the period, the company issued 8,900,000 shares to sophisticated and professional investors raising
$890,000 before costs of $133,520. Since the close of the period the company completed an initial public offering
which raised a further $4,476,380 before estimated costs of $850,000.
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BROKEN HILL PROSPECTING LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2010

The company issued 25,650,000 5 year options exercisable at $0.20 to initial shareholders Heritage Gold NZ
Limited (8,464,500 options) and So Co Limited (17,185,500 options) on 31 August 2010. Since the close of the
period, as part of the initial public offering, the company has issued an additional 11,190,950 3 year options

exercisable at 20 cents and 1,500,000 1-2 year options exercisable at 24 cents.

3. Reconciliation of Operating Cash Flow & Net Income 31/12/2010
$
Net income / (loss) (206,569)

Add non-cash items:
Exchange (gain)/loss (6,030)

Add (less) movement in working capital:

Increase [decrease] in payables 165,269
Increase in income tax refundable (1,131)
Net cash flows from operating activities (48,461)

4. Segment Information

31/12/2009
$

(29,608)

(3,221)

1,766

(31,063

During the current period, the Company had only one business segment — mineral exploration within Australia.

5. Commitments

Exploration Tenements - In order to maintain current rights of tenure to exploration tenements, the Company is

required to meet minimum expenditure requirements.

Expenditure requirements payable 31/12/2010
Not later than 1 year 197,667
Later than 1 year but not later than 5 years 600,000
Later than 5 years 276,000

1,073,667
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30/6/2010
$

202,000
621,667
352,500
1,176,167



Broken Hill Prospecting Limited - Notes to the Financial Statements

BROKEN HILL PROSPECTING LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE HALF-YEAR ENDED 31 DECEMBER 2010

6. Related Parties

Transactions between related parties are on normal commercial terms and conditions no more favourable than
those available to other parties unless otherwise stated.

Transactions with related parties

Directors and director related entities

Amounts paid and payable to companies related to directors for

consulting services, and expensed or taken up as share issue expenses

during the period

Share based payments: The following were paid by the issue of ordinary
shares of the company as Pre-IPO investor capital at $0.10 per share.

Fees payable to director related entities

Settlement of loan borrowed from G Hill on 9/7/2010

Identification of related parties
Including share and option movements

So Co Limited (Ultimate holding company)
Heritage Gold NZ Limited

Other Director related entities
Non-related parties

Total shares on issue

So Co Limited
Heritage Gold NZ Limited

31/12/2010
No. of shares

34,371,000
17,929,000
500,000
7,400,000
60,200,000

No. of options
17,185,500
8,464,500
25,650,000

%

57.1%
29.8%
0.1%
12.3%
100%

67%
33%
100%

31/12/2010

$

145,097

100,000
25,000
125,000

30/6/2010
No. of shares

34,371,000
16,929,000

51,300,000

No. of options

G Hillis a director of Heritage Gold NZ Limited and a director and shareholder of So Co Limited.
P Atkinson is a director of Heritage Gold NZ Limited.

W Eades is a director of So Co Limited.

Refer to the share capital note 2 further details on shares and options issued during the period.

30/6/2010
$

4,680

%

67%
33%

100%
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BROKEN HILL PROSPECTING LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2010

Related party balances 31/12/2010 30/6/2010
$ $

Amounts due to related parties

Trade and other payables

- Payable to director related entities 108,642 31,308
- Payable to director 24,748 -
133,390 31,308
Intercompany Payables
- So Co Limited 147,840 155,119
- Heritage Gold NZ Limited 80,763 85,936
Total intercompany payables 228,603 241,055
Total due to related parties 361,993 272,363

The amount payable to a director is for reimbursement of travel and other expenses.

The loans made to Broken Hill Prospecting Limited by the related parties listed above have no fixed repayment
terms and are provided interest free.

7. Joint Ventures

Broken Hill Prospecting is associated in an unincorporated joint venture for the purpose of identifying,
investigating and developing if warranted ore or waste processing operations in the Broken Hill region. Equity

in the joint venture would be as follows Broken Hill Prospecting Limited 40%, Metals Finance Limited 40%,
Eaglehawk Geological Consulting Pty Ltd 20%. To date some initial work of a preliminary nature has commenced
and the joint venture is looking to establish the locations of suitable ore or waste dumps in the area.

8. Contingencies
There were no contingent liabilities at balance date (30/6/2010 - nil).

9. Post balance date events

Since the close of the period the company completed an initial public offering which raised a further $4,476,380
before estimated costs of $850,000 and on 17 February 2011 was listed on the Australian Securities Exchange
(ASX) and New Zealand Stock Exchange (NZX).

As part of the initial public offering, the company has issued an additional 11,190,950 3 year options exercisable at
20 cents and 1,500,000 1-2 year options exercisable at 24 cents.

The company also intends to issue up to 4,450,000 loyalty options to pre-1PO shareholders who remain
shareholders on the record date as at the date 6 months from the date of listing of the Company on the ASX
exercisable at $A0.20 at any time within 5 years from the date of listing of the Company on the ASX.
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Broken Hill Prospecting Limited - Notes to the Financial Statements

BROKEN HILL PROSPECTING LIMITED
DIRECTORS’ STATEMENT

The directors of the company declare that:

1. The financial statements and notes, as set out in the half yearly report to 31 December 2010:

(a) Comply with New Zealand International Accounting Standard 34, Interim Financial
Reporting, and

(b) Give a true and fair view of the economic entity’s financial position as at 31 December 2010
and its performance and cash flows for the period ended on that date.

2. Inthe 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

For and on behalf of the Board

i

P Atkinson, Director

W Eades, Director
11 March 2011
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