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SILVER MINES LIMITED

DIRECTORS' REPORT

The Directors present their report together with the financial statements of Silver Mines Limited for the
half-year ended 31 December 2014.

Directors

The Directors of Silver Mines Limited during the financial period and up to the date of this report are:

David Sutton (Non-Executive Chairman)

Douglas Flinn (Non-Executive Director)

Nathan Featherby (Non-Executive Director) Appointed 14 October 2014
James Naughton (Non-Executive Director) Appointed 14 October 2014
Charles Straw (Managing Director)

Principal Activities

The principal activities of the Company during the financial period was exploration of the Company's
New South Wales mineral tenements as well as complete due diligence on precious and base metal
mineral properties in the Western United States.

Review of Operations

At the end of the reporting period, Silver Mines Limited recorded a loss from ordinary activities of
$746,852 (31 December 2013: $8,857,246).

During the reporting period, the Company continued with its cost cutting measures and has been able
to substantially reduce administration and related costs going forward. As advised previously, given the
depressed markets worldwide in Silver, the Board is now focused on taking advantage of strategic low
cost opportunities in Australia and in low risk mining friendly, highly prospective jurisdictions.

In recent months, although not ignoring overseas opportunities, the greater focus has been in Australia,
where the Board has identified a number of Silver opportunities, leading to a recent announcement in
respect to an imminent corporate transaction, negotiations in respect to which are ongoing.
Significant Changes in the State of Affairs

There were no significant changes in the state of affairs in the Company during the half-year.

Subsequent Events

There are no matters or circumstances that have arisen since the end of the half-year which significantly
affect, or may significantly affect, the operations, results or state of affairs of the economic entity that
have not otherwise been disclosed elsewhere in this report except the company has subsequently
issued 68,100,000 fully paid ordinary shares on 13 February, 2015, to raise $136,200.

Lead Auditor’s Independence Declaration under Section 307C of the Corporations Act 2001

The lead auditor's independence declaration is set out on page 3 and forms part of the directors’ report
for the half-year ended 31 December 2014.

This report is made in accordance with a resolution of the directors.
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David Sutton
Chairman

Sydney, 5 May 2015



Auditor’s independence declaration

In accordance with section 307C of the Corporations Act 2001, | am pleased to provide the following
declaration of independence to the Directors of Silver Mines Limited.

As lead audit partner for the review of the financial statements of Silver Mines Limited for the half-year
ended 31 December 2014, | declare that to the best of my knowledge and belief, there have been no
contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relation to the review;
and

(ii) any applicable code of professional conduct in relation to the review.

William M Moyes - Partner

Moyes Yong & Co Partnership
Chartered Accountants

Level 7, Norwich House

6 O'Connell Street

Sydney NSW 2000

Sydney,d May 2015



SILVER MINES LIMITED

Condensed statement of profit and loss and comprehensive income

for the half-year ended 31 December 2014

Continuing operations
Revenue

Operating costs

Accounting/company secretarial

Share registry

Stock exchange fees

Bank fees

Auditors

Directors emoluments

Marketing

Office expenses

IT & communications

Management fees

Depreciation

Insurance

Professional advisors

Finance costs

Impairment of exploration asset
Impairment of investments

Other expenses from ordinary activities
Loss from continuing operations before
income tax

Income tax expense
Loss from continuing operations after
income tax expense

Comprehensive income

Total comprehensive loss for the period

Total comprehensive loss attributable to:
Owners of the Company

Non-controlling interests

Earnings per share
From continuing operations
Basic and diluted (cents per share)

Note

Dec 2014 Dec 2013
$ $
2,668 30,148
(15,312) (28,365)
(23,320) (47,427)
(27,840) (18,455)
(2,137) (1,884)
(14,050) (13,000)
(54,000) (39,000)
(131,299) (133,063)
(11,283) (1,226)
(2,192) (2,526)
(124,800) (124,800)
(10,645) (6,870)
(5,572) (14,456)
(37,331) (5,404)
(19,498) (24,004)
1,752  (8,424,226)
(158,155) -
(113,838) (2,688)
(746,852)  (8,857,246)
(746,852)  (8,857,246)
(746,852)  (8,857,246)
(746,852)  (8,857,246)
(746,852)  (8,857,246)
(0.12) (4.02)

The above condensed statement of profit and loss and comprehensive income should be read in

conjunction with the accompanying notes.




SILVER MINES LIMITED

Condensed statement of financial position
as at half-year ended 31 December 2014

31 Dec 2014 30 Jun 2014

Note $ $
Current assets
Cash and cash equivalents 3 56,644 195,118
Receivables 104,788 113,135
Total current assets 161,432 308,253
Non-current assets
Other financial assets 110,000 110,000
Intangible assets - deferred exploration and
development : 5,170,000 5,170,000
Property, plant & equipment 8,949 19,594
Investments 79,529 204,625
Total non-current assets 5,368,478 5,504,219
Total assets 5,529,910 5,812,472
Current liabilities
Payables 407,958 259,667
Provisions - -
Total current liabilities 407,958 259,667
Total liabilities 407,958 259,667
Net assets 5,121,952 5,552,805
Equity
Contributed equity 19,748,506 19,432,507
Accumulated losses (14,626,554) (13,879,702)
Total equity 5,121,952 5,552,805

The above condensed statement of financial position should be read in conjunction with the
accompanying notes.



SILVER MINES LIMITED

Condensed statement of changes in equity
for the half-year ended 31 December 2014

Balance at 30 June 2012

Share-based payments
during the year

Converting note — face value
Costs of funds raised

Loss attributable to members
of the Company

Balance at 30 June 2013

Share-based payments
during the year

Converting note — face value
Partial conversion of
converting note

Partial repayment of
converting note

Costs of funds raised

Loss attributable to members
of the Company

Balance at 30 June 2014

Share-based payments
during the year

Converting note — face value
Partial conversion of
converting note

Loss attributable to members
of the Company

Balance at 31 December
2014

Share-
based
Ordinary | payment| Share |Accumulated
shares reserve option losses Total
$ $ reserve $ $
Notes $
15,868,861 - - (3,363,186) 12,505,675
2,370,518 - - - 2,370,518
406,000 406,000
(120,391) - - - (120,391)
- - - (1,242,830) (1,242,830)
18,524,988 - - (4,606,016) 13,918,972
1,236,053 - - 1,236,053
174,000 - - 174,000
(404,052) - - (404,052)
(96,550) - - (96,550)
(1,932) - - (1,932)
- - - (9,273,686)  (9,273,686)
19,432,507 - - (13,879,702) 5,552,805
395,397 395,397
116,000 116,000
(195,398) - - - (195,398)
- - - (746,852) (746,852)
19,748,506 - - (14,626,554) 5,121,952

The above condensed statement of changes in equity should be read in conjunction with the

accompanying nhotes.



SILVER MINES LIMITED

Condensed statement of cash flows
for the half-year ended 31 December 2014

Half-year Half-year
ended ended
31 Dec 2014 | 31 Dec 2013
$ $

Cash flows from operating activities

Interest received 2,668 1,058
Interest paid (3,498) -
Payments to suppliers ~ (404,584) (84,118)
Net cash outflows from operating activities ‘ (405,414) (83,060)
Cash flows from investing activities

Payments for deferred exploration (33,059) (114,835)
Payments for property, plant and equipment - -
Proceeds from the sale of plant and equipment - 32,000
Net cash outflows from investing activities o (33,059) (82,835)

Cash flows from financing activities

Proceeds from issues of equity instruments of

the Company 299,999 150,000
Payments for share issue costs -
Payments for lease liabilities -

Net cash inflows from financing activities 299,999 150,000
Net decrease in cash held (138,474) (15,895)
Cash at the beginning of the period 195,118 70,133
Cash at the end of the period 56,644 54,238

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



SILVER MINES LIMITED

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2014

Significant accounting policies
1.1 Statement of compliance

The half-year financial report is a general purpose financial report prepared in accordance with
the Corporations Act 2001 and AASB 134 “Interim Financial Reporting”. Compliance with AASB
134 ensures compliance with International Financial Reporting Standard IAS 34 “Interim
Financial Reporting”. The half-year report does not include notes of the type normally included
in an annual financial report and shall be read in conjunction with the most recent annual financial
report.

1.2 Basis of preparation

The condensed financial statements have been prepared in the basis of historical cost, except
for the revaluation of certain non-current assets and financial instruments. Cost is based on the
fair values of the consideration given in exchange for assets. All amounts are presented in
Australian dollars, unless otherwise stated.

The accounting policies and methods of computation adopted in the preparation of the half-year
financial report are consistent with those adopted and disclosed in the company's 2014 annual
financial report for the financial year ended 30 June 2014, except for the impact of the Standards
and Interpretations described below. These accounting policies are consistent with Australian
Accounting Standards and with International Financial Reporting Standards.

The Company has reviewed all of the new and revised Standards and Interpretations issued by
the Australian Accounting Standards Board (the AASB) that are relevant to its operations and
effective for the current half-year and found that there are no new and revised Standards and
amendments thereof and interpretations effective for the current half-year that are relevant to the
Company.

1.3 Going concern

The financial report has been prepared on the going concern basis, which contemplates the
continuity of normal business activity and the realisation of assets and the settlement of liabilities
in the ordinary course of business.

The Company is at the exploration and evaluation phase of each of its mining tenements. The
Company is committed to payments to maintain rights to perform its evaluation activity. It is also
expecting further cash outflows from operating and investing activities.

Typical of many junior explorers and miners, funding of ongoing activities is required from future
capital raisings and/or from farming-out some of the Company's interest in various Leases.
However, the Company has funding commitment from one of its Directors, for any ongoing
expenditure requirements for the foreseeable future and has in recent weeks received an amount
of $250,000 from this source. Therefore, whilst some uncertainty exists to the company's ability
to continue as a going concern, such uncertainty is substantially reduced with the Director’s
commitment.

The directors have therefore prepared the financial statements on a going concern basis as the
directors believe that sufficient funding will be generated from future capital raisings and/or
utilising proceeds from farming-out the company’s interest in various Leases and loans as
necessary from the committed source.

1.4 Valuation of Intangible Asset - Deferred Exploration and Development
The Directors have applied a market based valuation methodology to the Webbs Silver project

for accounting purposes which has been done using the current JORC Resource as detailed on
the Company’s website and in previous Annual Reports. A value has been
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SILVER MINES LIMITED

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2014

ascribed to the project via a peer comparison with similar companies listed on the ASX which
also compares favourably with the carrying value in the books at balance date. The valuation
takes into account the estimated recoveries for Ag, Cu and Zn based on the test work completed
to date as previously reported by the Company and discounted considerably using market based
valuation methodology. It should be noted that whilst the value of Silver has decreased, the value
of the project has in fact improved given the fall in the AUD against USD since the last valuation.
Nevertheless, the Board has decided to keep the value at the previous carried amount.



SILVER MINES LIMITED

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2014

31 Dec 2014 | 31 Dec 2013
$ $
Revenue
Revenue from outside the operating activities
Interest received 2,668 1,058
Gain on the sale of asset - 29,090
2,668 30,148
Cash and cash equivalents
Cash at bank and on hand 56,644 54,238

Segment information

Business Segments

The Company operates in the mining industry in Australia only. Operations comprise the

exploration, development and mining of precious minerals.

5. Capital and reserves
Half-year Half-year
Dec 2014 Dec 2014 Dec 2014 Dec 2013 Dec 2013 Dec 2013
Shares Issue price Shares Issue price

No. $ $ No. $ $
Opening balance 450,356,714 19,353,109 | 197,701,291 18,118,988
Issues of ordinary
shares during the 100,000'000 0.002 200,000
half-year
Conversion of
Convertible Note 74,466,000 0.003 195,397 | 22,755,194 0.01 227,552
Sub-total 624,822,714 19,748,506 | 220,456,485 18,346,540
Converting note - - - £ . 352,448
Options issued - - - - - -
Cost of issue - . = - - -
Closing balance 624,822,714 . 19,748,506 | 220,456,485 - 18,698,988

Contingent liabilities

There has been no change in contingent liabilities since the last annual reporting date (31 Dec

2013: Nil).



SILVER MINES LIMITED

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2014

Key Management personnel

Remuneration arrangements of key management personnel are disclosed in the annual
financial report.

Subsequent events

There are no matters or circumstances that have arisen since the end of the half-year which
significantly affect, or may significantly affect, the operations, results or state of affairs of the
economic entity that have not otherwise been disclosed elsewhere in this report, except the
company has subsequently issued 68,100,000 fully paid ordinary shares on 13 February, 2015,
to raise $136,200.

Related parties
Related parties of the Company fall into the following categories:
9.1 Trading transactions

During the half-year, the Company entered into the following trading transactions with related
parties:

(i) Centric Minerals Management Pty Ltd (CMM) was paid $68,640 (Dec 2013: $79,330) to
provide management, administrative services (including provision of office space and
facilities) and geological consulting services to the Company. As at balance date the
company owed $51,140 (Dec 2013: $66,640) to CMM. Messrs Sutton and Straw are
directors of CMM.

(i) Strategy-Matters International Pty Ltd (SMI), an entity controlled by Mr Lynn, received $Nil
(Dec 2013: $nil) from the Company in relation to accounting and secretarial services for
the Company. As at balance date the company owed $96,800 (Dec 2013: $Nil) to SMI.

(i) Roschelle Ltd (RL), an entity controlled by Mr Nathan Featherby, received $20,000 (Dec

2013: $nil) from the Company in relation to providing advisory and financing services to the
Company. As at balance date the company owed $1,500 (Dec 2013: $Nil) to RL.
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SILVER MINES LIMITED

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2014

Other related party transactions
Equity interests in related parties
The Company holds 250,000 fully paid ordinary shares at 40 cents each in Precious Metals

Investments Ltd (PMZ), an entity involved in exploration for precious metals. Messrs
Sutton, Lynn, Flinn and Straw are directors of PMZ.

The Company is applying for fully paid and non-assessable common shares (shares)
without par value in Artha Resource Corporation, Canada. Although as at the date of this
report the number of shares or the price per share has not been finalised, it is considered

imminent.
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SILVER MINES LIMITED

DIRECTORS’ DECLARATION

The Directors declare that:

(@) 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; and

(b) in the Directors’ opinion, the attached financial statements and notes thereto are in accordance
with the Corporations Act 2001, including compliance with accounting standards and giving a true
and fair view of the financial position and performance of the Company.

Signed in accordance with a resolution of the Directors made pursuant to 5.303(5) of the Corporations
Act 2001.

On behalf of the Directors
/'/

David Sutton
Chairman

Sydney, 5 May 2015
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INDEPENDENT AUDITOR’S REVIEW REPORT - SILVER MINES LIMITED

To the members of Silver Mines Limited

We have reviewed the accompanying half-year financial report of Silver Mines Limited (“the Company"),
which comprises the condensed statement of financial position as at 31 December 2014, the condensed
statement of profit and loss and comprehensive income, condensed statement of changes in equity and
condensed statement of cash flows for the half-year ended on that date, a summary of significant
accounting policies, other selected explanatory notes and the Directors' declaration.

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 the Corporations Act 2001. This responsibility includes designing, implementing 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 responsihility

Our 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 an Interim Financial Report 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 financial report is not in accordance with the Corporations Act 2001 including: giving a true
and fair view of the Company's financial position as at 31 December 2014 and its performance for the half-
year ended on that date; and complying with Accounting Standard AASB 134 Interim Financial Reporting
and the Corporations Regulations 2001. As the auditor of Silver Mines Limited, 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 enquiries, primarily of persons responsible for
financial and accounting 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.

Independence
In conducting our review, we have complied with the independence requirements of the Corporations Act
2001.

Conclusion

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

(a) giving a true and fair view of the Company’s financial position as at 31 December 2014 and of
its performance for the half-year ended on that date; and

(b) complying with Accounting Standard AASB 134 Interim Financial Reporting and
Corporations Regulations 2001.



Emphasis of matter

Without modification to our conclusion expressed above, attention is drawn to Note 1.3 to the financial
statements which makes reference to the directors’ assessment of the ability of the Company to continue
as a going concern.

In the event that funding from future capital raisings is not received, the Company may not be able to
continue as a going concern and may be required to realise assets and extinguish liabilities other than in
the normal course of business and at amounts different from those stated in the financial statements.
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William M Moy? Partner
Moyes Yong & Co Partnership
Chartered Accountants

Level 7, Norwich House

6 O’'Connell Street

Sydney NSW 2000

Sydney, may 2015



SILVER MINES LIMITED
CORPORATE DIRECTORY

Directors Auditors
David Henty Sutton (Non-executive Chairman) Moyes Yong & Co
Douglas Flinn (Non-executive Director) Chartered Accountants
Charles David Straw (Managing Director) Level 7, Norwich House
Nathan Featherby (Non-executive Director) 6 O'Connell Street
James Naughton (Non-executive Director) Sydney, NSW 2000
Tel: +61 2 8256 1100
Company Secretary Fax: +61 2 8256 1111

Vaz Hovanessian
Company’s Solicitor

Australian Company Number Macpherson + Kelly
107 452 942 Level 11,

56 Pitt Street
Registered Office Sydney, NSW 2000
Level 10, 2 Bligh Street Tel: +61 2 8298 9533
Sydney, NSW, 2000 Fax: +61 2 9252 6276

Tel: +61 2 8188 2556

Fax: +61 2 9235 2203

E-mail: info@silverminesltd.com.au
Website: www.silverminesltd.com.au

Bank

Commonwealth bank of Australia Limited
Wynyard Branch, 309 George St

Sydney NSW 2000

Share Registry
Boardroom Pty Limited
Level 7,

207 Kent Street

Sydney, NSW, 2000

Tel: +61 2 9290 9600
Fax: +61 2 9279 0664
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