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SUMMARY

e 17 granted Exploration Permits for Coal (EPC’s) in Queensland.

e 12 Exploration Permits for Coal Applications (EPCAs).

e 4 Mining Development Licence Applications (MDLAs).

e 12,927 km? in granted tenure in the Surat, Mooreland’s (Bowen)
and Galilee Basins.

e Denison geological modelling of drill hole and seismic data

completed.

e Denison Syngas scoping stu wiel
e Further cost cutting me

=

d positive results.

: mented during the quarter.

e Numerous shallow coal tar ’n QLD lease applications.

e Exploration drilling tested one target with no significant results.

e Carbon Energy JV nearly finalised and now waiting signing — on or
before 30 September 2010.

e Agreement reached with Clean Global Energy not to proceed with
the original HOA. Discussions are now focussed on broader UCG
opportunities.

e Syngas and Syncrude study are being prepared for independent
audit.

e The company continues to assess new business opportunities.



OPERATIONS

OVERVIEW

The company is finalizing its scoping economic study, which looks at the capital and
operating costs of the technology and equipment available to produce Syngas,
Electricity, Syncrude, SNG (Synthetic Natural Gas), LNG (Liquid Natural Gas), Jet Fuel,
fertilizer and fuel grade Hydrogen. The individual product studies are based on the
potential coal volumes located in the Company’s Denison area (EPC1435). By year
end, the company expects to have completed similar assessments on areas of
interest outside of the Denison Project.

Syngas and Syncrude with electricity generation are of significant commercial
interest. Hydrogen fuel also promises significant commercial opportunity, and the
challenges of transport, storage and marketing are being evaluated.

The Company has now engaged a suitable consultant engineering firm to audit the
product scoping model with a view to refining the estimates and improving
confidence by the end of September.

This will then form the basis of a cash flow model and Project implementation
schedule, designed to advance the Projects towards pre feasibility. In the meantime,
permitting and approvals are being progressed in order to prepare the company for
Project implementation once the Queensland Government review of underground
coal gasification (‘UCG’) is completed towards the end of 2011.

Liberty is now developing environmental and safety procedures to facilitate the
safest and most environmentally friendly way to implement future Projects.

All of this in turn forms part of a rigorous selection process being applied to our
tenement holdings in Queensland as well as evaluating opportunities outside of
Queensland.

QUEENSLAND

Liberty has progressed its geological and technical understanding of the coal basins
of Queensland with resource modelling well advanced for the prospective areas.

Liberty now has 17 granted tenements in Queensland. It has also lodged twelve
Exploration Permits for Coal Applications (EPCAs) and four Mining Development
Licence Applications (MDLAs).
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In total the company has 12,927 square kilometres in granted tenure covering three
well defined basins — the Surat, Mooreland’s (Bowen) and Galilee.

Queensland Tenure
and Joint Ventures
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Figure 1 —Location of Liberty QLD tenements

SURAT BASIN

Denison

The key Denison tenement (EPC 1435) has been a core focus for the company and

the results from the product scoping studies have confirmed that this area has the
potential for various positive economic outcomes.
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The first positive results from the product scoping studies were announced to the
ASX on the 28 June 2010.

The licence area is located within the Denison Trough where the Jurassic to
Cretaceous aged Surat Basin un-conformably overlies the Permian to Triassic Bowen
Basin. Coal occurs at a number of horizons throughout the stratigraphic column
including potentially commercially exploitable coal mainly in Permian rocks. In most
of the licence area the Walloon Coal measures have been removed by uplift and
erosion with some basal Walloon Coal measure beds preserved in the southern part
of the licence. Very thick coal seams are present in the Permian Reid’s Dome Beds,
but usually at more than 1,000m depth with thinner seams at shallower depths in
the Bandanna Formation. Currently conventional gas is produced from Permian
stratigraphy at and below the Bandanna Formation.

Data from 42 existing drill holes was used to identify coal which would be
considered suitable for the underground coal gasification (‘UCG’) process. Coal has
been identified within a number of possible horizons but the most coherent and
thick so far has been on the Permian sequence of the Bandanna seams and the
lower Reid’s Dome Beds seams.

The Denison Project hosts some 52km?” of Reid’s Dome Coal Seam with an estimated
average thickness of 20m.

SUMMARY OF DENISON PROJECT COAL SEAMS

Volume (million m®)  Thickness (average m)

Selected Project Area

Reid’s Dome 1,048 20.0
Bandana Dome 115 2.3

Rest of Lease Area

Reid’s Dome 1,339 2.6
Bandana Dome 1,887 3.3
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Although coal has been modelled throughout the entire tenement area, the main
region of thicker coal, as shown in figure 2, has been selected for the initial project
development.

4 Reids Dome Beds 1bn m'
{ Bandanna 0.1n m’

| Rest of lease 830 km?
g Reids Beds 1.3bn m’
Bandanna 1.9bn m?’

Figure 2 - EPC 1435

The model has been developed to include known geology including the Merivale
fault and surface geology expression of the Surat Basin geology as mapped by the
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States Geological Survey. The following image was taken from the 3D wireframe
geological model compiled by Liberty.

North West Schematic 3D Coal Seams

Merivale 7

-

Figure 3 —3D Coal Seams EPC 1435

Other Projects

MDLAs’ have been lodged for the Bentley and Goonalah areas. Coal identified within
these two areas is estimated to be at depths of approx 600 metres deep and seam
thickness of up to 6 metres. The MDLAs’ are required to enable the Company to
progress these projects further in due course.

The results from Liberty’s initial shallow coal exploration drilling program in the
Surat Basin revealed some carbonaceous material in a number of holes and minor
fragments of coal. The chemical and physical properties of the material that were
intercepted were not considered ideally suitable for UCG. The Company intends to
now focus on deep coal potential in line with its results from the product scoping
studies.
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GALILEE BASIN

No further work has been completed in this area for the quarter pending the

conclusion of the joint venture with Carbon Energy Limited.

MOORLANDS BASIN

No further work has been completed in this area for the quarter. Preliminary
resource models have been generated and the company is waiting on the
subsequent grant of these tenements to be able to proceed further with the project.
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COOPER BASIN

Following a review of the Cooper Basin, notification of the relinquishment of all four
tenements has taken place.

SOUTH AUSTRALIA

The Company has formally lodged applications within the Renmark Basin and is
currently acquiring all the technical data for the area, with a view to developing
exploration targets within areas identified to have previously reported lignite.

WESTERN AUSTRALIA

No further rework has been completed in this area for the quarter.

CANADA

Liberty is looking at increasing its land holding position within Canada. It currently
holds 13 Canadian Coal Dispositions (CCPs) in the Gold Lake area within
Saskatchewan.

Further opportunities are being explored.
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CORPORATE

HEADS OF AGREEMENT UPDATE

The formalisation of the joint venture agreeement with Carbon Energy in relation to
Liberty’s tenements in the Galillee Basin are ongoing. An agreed deadline has been
set at 30 September 2010.

Clean Global Energy and Liberty continue to discuss ways of developing their UCG
opportunities.

OTHER

The Company has been acutely aware of its cash reserves and has systematically
reduced its corporate burn rate. Further ‘savings’ will be achieved when certain
Liberty tenement holdings will be relinquished as part of the Company’s revised land
holding strategic plan.

Liberty changed its share registry to Computershare from 1 June 2010.
Computershare is a worldwide leader in transfer agency and share registration.

Competent Persons Statements

The information in the report to which this statement is attached relates to Exploration Results, Mineral
Resources or Ore Reserves compiled by Mr D. J. Holden, who is a Member of The Australian Institute of Mining
and Metallurgy, with over 20 years experience in the mining and resource exploration industry. Mr Holden has
had previous relevant experience and qualifies as a Competent Person as defined in the “Australian Code for
Reporting of Mineral Resources and Ore reserves”. Mr Holden consents to the inclusion in the report of the

matters based on his information in the form and context in which it appears.
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FINANCIAL REPORT
Appendix 5B

Mining exploration entity quarterly report
Quarter ended 30 June 2010

Consolidated statement of cash flows

Cash flows related to operating activities

1.1 Receipts from product sales and related
debtors - -
1.2 Payments for
(a) exploration and evaluation (517) (1,443)
(b) development (299) (719)
(c) production - -
(d) administration (293) (1,616)
1.3 Dividends received - -
14 Interest and other items of a similar nature
received 21 101
1.5 Interest and other costs of finance paid - -
1.6 Income taxes paid - -

1.7 Other (provide details if material) - -

Net Operating Cash Flows (1,088) (3,677)

Cash flows related to investing activities

1.8 Payment for purchases of:
(a) prospects (8) (48)
(b) equity investments - -
(c) other fixed assets (7) (72)
1.9 Proceeds from sale of:
(a) prospects - 100

(b) equity investments - -
(c) other fixed assets - -
1.10 Loans to other entities - -
1.11 Loans repaid by other entities - -
1.12 Other (provide details if material) - -

Net investing cash flows (15) (20)
1.13 Total operating and investing cash flows

(carried forward) (1,203) (3,697)
1.13 Total operating and investing cash flows

(brought forward) (1,203) (3,697)

Cash flows related to financing activities
1.14 Proceeds from issues of shares, options, etc. - 2,918
1.15 Proceeds from sale of forfeited shares - -
1.16 Proceeds from borrowings - -
1.17 Repayment of borrowings - -
1.18 Dividends paid - -




1.19 Other (provide details if material) - -
Net financing cash flows - 2,918
Net increase (decrease) in cash held (1,103) (779)
1.20 Cash at beginning of quarter/year to date 2,510 2,186
1.21 Exchange rate adjustments to item 1.20 - -
1.22 Cash at end of quarter 1,407 1,407

Payments to directors of the entity and associates of the directors. Payments to
related entities of the entity and associates of the related entities

Curent quarter

SA'000
1.23 Aggregate amount of payments to the parties included in item 1.2 112
1.24 Aggregate amount of loans to the parties included in item 1.10 -
1.25 Explanation necessary for an understanding of the transactions

Payments include directors’ salaries & wages, and directors’ fees

Non-cash financing and investing activities
Details of financing and investing transactions which have had a material effect on consolidated

2.1

2.2

assets and liabilities but did not involve cash flows

Details of outlays made by other entities to establish or increase their share in projects in which the

reporting entity has an interest

Financing facilities available
Add notes as necessary for an understanding of the position.

3.1

3.2

Loan facilities

Credit standby arrangements

Amount available
SA’000

Amount used
SA’000




Estimated cash outflows for next quarter

SA’000
4.1 Exploration and evaluation 150
4.2 Development 300
4.3 Production -
4.4  Administration 300
Total 750

Reconciliation of cash

Reconciliation of cash at the end of the quarter (as Curent quarter Previous quarter
shown in the consolidated statement of cash flows) to SA’000 SA’000
the related items in the accounts is as follows.
5.1 Cash on hand and at bank 2 (5)
5.2 Deposits at call 1,405 2,515
5.3 Bank overdraft i i
5.4  Other (provide details) i i
. 1,407 2,51
Total: cash at end of quarter (item 1.22) 0 >10
Changes in interests in mining tenements
Tenement Nature of interest Interest at | Interest at
reference (note (2)) beginning end of
of quarter | quarter

6.1 Interests in mining
tenements
relinquished, reduced
or lapsed




6.2

Interests in mining

tenements acquired or

increased

EPC 1435
EPC1990
EPC1817
EPC1386
EPC1736
EPC1737
EPC1739
EPC1705
EPC1698

100%
100%
100%
100%
100%
100%
100%
100%
100%

Issued and quoted securities at end of current quarter
Description includes rate of interest and any redemption or conversion rights together with prices and dates.

Total number

Number quoted

Issue price per
security (see note
3) (cents)

Amount paid up per
security (see note 3)
(cents)

7.1

7.2

Preference
*securities
(description)
Changes during
quarter

(a) Increases
through issues

(b) Decreases
through returns of
capital, buy-backs,
redemptions

7.3

7.4

*Ordinary
securities
Changes during
quarter

(a) Increases
through issues

(b) Decreases
through returns of
capital, buy-backs

138,563,068

138,563,068

7.5

7.6

*Convertible debt
securities
(description)
Changes during
quarter

(a) Increases
through issues

(b) Decreases
through securities
matured, converted




7.7  Options Exercise price Expiry date
(description and

conversion factor) 10,950,000 - $0.45 15/03/2013
7.8  lIssued during
quarter 13,450,000 - $0.45 15/03/2013

7.9  Exercised during
quarter - - - -

7.1  Expired during
0 quarter 2,500,000 - $0.45 15/03/2013

7.1 Debentures
1 (totals only) - - -

7.1 Unsecured notes
2 (totals only)

Compliance statement

1 This statement has been prepared under accounting policies which comply with accounting
standards as defined in the Corporations Act or other standards acceptable to ASX (see note 4).

2 This statement does give a true and fair view of the matters disclosed.
A / / >
/% |
Signed Robert Hodby Date: July 2010

Company Secretary

Notes

1 The quarterly report provides a basis for informing the market how the entity’s activities have been
financed for the past quarter and the effect on its cash position. An entity wanting to disclose additional
information is encouraged to do so, in a note or notes attached to this report.

2 The “Nature of interest” (items 6.1 and 6.2) includes options in respect of interests in mining tenements
acquired, exercised or lapsed during the reporting period. If the entity is involved in a joint venture
agreement and there are conditions precedent which will change its percentage interest in a mining
tenement, it should disclose the change of percentage interest and conditions precedent in the list required
for items 6.1 and 6.2.

3 Issued and quoted securities The issue price and amount paid up is not required in items 7.1 and 7.3 for
fully paid securities.

4 The definitions in, and provisions of, AASB 1022: A&ounting for Extractive Industriesmd AASB 1026:
Statement of Cash Flowgply to this report.

5 Accounting Standards ASX will accept, for example, the use of International Accounting Standards for
foreign entities. If the standards used do not address a topic, the Australian standard on that topic (if any)
must be complied with.




