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RL 2/2006 CANN CREEK, NW TASMANIA, ANNUAL REPORT 2008

ABSTRACT

Thisreport gives areview of the marketing and evaluation work carried out by Mineral
Holdings Australia Pty. Ltd. over the past 12 months on RL 2/2006.

The licence covers 2 sq km adjacent to Cann Creek between Meunna township and the
Arthur River in NW Tasmania

The licence lies within the Proterozoic Arthur Metamorphic Complex and covers part of
aparalel carbonate horizon to the Arthur River — Keith River magnesite horizon. The
targets of exploration include high grade magnesite, dolomite, talc and silicaresources.

Previous exploration by Mineral Holdings Australia Pty. Ltd. and itsjoint venture
partners on the preceding title EL 10/2003 has outlined a small but very high grade
magnesite resource, a potential talc resource, and a small but poorly defined resource of
silicaflour. Someinfill drilling would be required to raise al these resources to anything
like the Indicated Level of the JORC Code.

During the past 14 months the potential of the magnesite resource has been reviewed.
Although it is certainly the highest grade magnesite recorded in Tasmaniathe available
tonnage of the highest grade material is probably no more than 30,000 tonnes. Rio Tinto
collected anumber of talc schist samples which would appear to downgrade the potential
for amajor talc resource.
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RL 2/2006 CANN CREEK, NW TASMANIA, ANNUAL REPORT 2008
1.0 INTRODUCTION

RL 2/2006 was applied for by Mineral Holdings Austraia Pty Ltd on 10" March 2006
and was granted on 23rd May 2007 over an area of 2 square kilometers for a period of 5
yearsto 23“May 20121. Thisis the Annual Report for the first 14 months of the licence.
There was no report for 2007 as no work was carried out during May and June of that
year, the first two months of the Licence.

RL 2/2006 isaflow on title from EL 10/2003 and EL 43/1970 both of which were held
by Mineral Holdings Austraia Pty.Ltd. Thetitleisfor industrial minerals and
construction materials (Category 3 and 5(a) Minerals) witch reflects the Company’ s focus
on carbonates, particularly magnesite and dolomite, silicas and talc for awide range of
applicationsin the chemical, refractory, mineral processing and environmental industries.

The Cann Creek Retention Licence islocated along the Pruana Road about 5 Km south
of the township of Meunna. It is about 40 km south-west of Wynyard and 35km south-
east of adeep water harbour at Port Latta. Accessis viathe Bass Highway, Myallaroad,
Meunnaroad and finally Pruana road.

Over the past severa years, MHA has had discussions with a number of industrial
companies, within Australia and oversess, as potential customers or devel opers of the
deposit. There has been some interest in the potential for producing fused magnesiafrom
the site and renewed interest in the area as a source of fine silica sand for the glass and
specialized silica products. There has also been some interest in the talc potentia of the
licence area.

20GEOLOGY

The geology of the district consists of Late Proterozoic sedimentary and igneous rocks,
deformed and metamorphosed in the Cambrian to blueschist and amphibolite grades and
then retrogressed to greenschist facies.

The tenement covers the boundary or zone between two carbonate —bearing zones of the
Arthur River Metamorphic Complex (historically called The Arthur Lineament) from the
high grade magnesite outcrops in Cann Creek south west to the Champion Road silica
flour deposits of MHA.

ThisNE-SW aligned zone is parallel to and probably stratigraphicaly above the
ArthurRiver — Lyons River trend which lies 6 Km to the south and which contains the
large magnesite deposits discovered and promoted by MHA and currently held under RLs
17 and 18/1987 by TasmaniaMagnesite NL.
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The local geology of the licence area from Geological Survey mapping consists of a
lower sedimentary formation(Pac) of chlorite schist and minor phyllite, dolomite and
magnesite. Amphibolites are found in the sequence probably as dykes rather than sills or
extrusives. Stratigraphically higher and to the west occurs another sedimentary formation
(Pap) of phyllite and minor schist, quartzite and dolomite and rare siliclastic
conglomerate. (plan 2).

Tertiary basalt cover comes in to the north and remnant caps of basalt, silica flour and
quartz gravel, sand and clay are found in places.

3.0 PREVIOUS EXPLORATION AND EVALUATION

There has been along history of exploration by MHA and a series of joint venture
partners for magnesite, talc and silica sand products at Cann Creek. Details of that work
were provided by David Duncan in the 2005 Annua Report on EL 10/2003 and in the
report for the gpplication for the Retention Licence (Duncan 2006)

CRA Exploration explored the area for high grade magnesite between1984 and 1985. The
areawas mapped at 1:2,000 scale and indicated alimited series of small but high grade
outcroppings. Two diamond drill holes DD 84CC1 and DD85CC2 were then developed
with two thin bands of lower grade magnesite in CC2 below the outcrops in Cann Creek
and athick dolomite section 400metres to the south.

To further investigate the outcropsin Cann Creek MHA developed an access track and
quarry cut 10 m north of the creek bed exposing some 18m of massive magnesite flanked
by dolomitic talc schist to adistance of 15m to the west and 30m to the east.

A pardlél costean, 100m long and running NW-SE some 40m north encountered only
0.2m of badly weathered carbonate in schist. About 150m north of the creek and 20m
uphill, the entire sequence isoverlain by Tertiary basalt.

On the basis of this limited data Dickson (in TCR 87-2716) suggested a possible, and
very optimistic, resource of 285,000 tonnes magnesite at the site. The high grade
materia was restricted to the surface and would be considerably less than that total
resource figure.

In 1988 Hilmac Pty Ltd developed 20 percussion holes (aggregate 468m) in an effort to
define the shape and tonnage of the magnesite body. The program was largely
unsuccessful with holes intersecting cavities and several ending while still in magnesite.
However Hilmac noted-
10% of the carbonate sequence is high grade magnesite but no tonnage given,
Down dip extent and shape of the magnesite still to be defined,
Their target of 100,000 tonnes of high grade magnesite is not obvious from the
drilling.
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A deposit of silicaflour overlies the dolomite and Precambrian schist bedrock to the
south of the magnesite area. It is most probably developed from the underlying
carbonates by solution collgpse and subsequent silicification and replacement although
some rounded quartz pebbles would also suggest some deposition in stream channels.

Previousdrilling and pitting by excavator (Threader, 1989 and 1991) has established an
estimated resource of 75,000 cu min one area. The mean thicknessis 3.3 m but sections
can reach up to 11m in thickness. Analyses show the Cann Creek silicaflour contains
dightly higher levels of contaminants than that at Champion Road.

Thereis still potential resources to the north and south west

4.0 CURRENT EXPLORATION AND MARKETING

Marketing letters have been sent out to a number of companies inviting them to inspect,
or declare expressions of interest in Cann Creek with aview to developing extractive and
processing industries in NW Tasmania. The companies include Ol Asia Pecific (ACI
Operations P/L), Mitsubishi AustraliaLtd., RIO Tinto, Sumitomo Australia Ltd, and
Index Minerals.

Minera Strategies Pty Ltd are still continuing with their plans for aMgO calciner in
north west Tasmania.

Additional exploration work includes the evaluation of talc potential by Rio Tinto and a
regppraisal of the magnesite resource potential by T W Dickson.

41TALC.

Rio Tinto geologist Mark Arundell visited the site in November 2006 to evaluate the talc
potential. He collected three samples from drill core in hole DD84CC1 and three from
outcrops in the northern costean and the Bird No 5 access track The results are provided
in Appendix 1

Basically the talcose material isimpure with the best sample containing only 38% talc.
Main contaminanta are chlinochlore ,quartz and dolomite.

A review of the Hilmac drilling suggested that no assay with the composition of talc was
intersected in the drilling. All assays contain far too much iron and aluminaand in most
cases too much carbonate is a so present. The assay interval was however 3 metres and if
talc was present it would have to be in very thin bands.

41 MAGNESITE

Surface mapping and drilling by CRA and Hilmac P/L indicate there are three
lenses of magnesite in the main outcrop area. A fourth lens occurs further east at the
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road crossing over Cann creek.The lenses are very high grade at the surface (all well
over 40% MgO) but they are seen to deteriorate quickly at depth in the drilling. Near the
surface each lens has a small margin of low grade siliceous magnesian dolomite before
passing out into the dominant rock type of dolomitic phyllite. At adepth of 100 metresin
hole CC2 the shelvage of dolomite is much greater and the amount of phylliteis greatly
reduced. Four hundred metres further south in hole CC2 the section isentirely amassive
dolomite.

The largest and most important of the lenses crops out as alarge tor north of the Cann
Creek and as a0.2 metre band in the northern costean. It occursin CC19, CC21, CC14
and CC9 and most probably as the upper (131.8 to 136.2m) section in hole CC1. It is not
present in the CC3,4,5 drill section and a steep southerly pitch isindicated. Grades well
in excess of 40% MgO with extremely low iron alumina and cacium are present in
outcrop and in holes CC19 and CC21 but the grade drops off to the north passing from
44% MgO in CC1 to 41% in hole CC21 and to 36% MgO in hole CC9. With depth the
grade drops from 44% in outcrop to only 35% MgO at 90 m depth in hole CC2.

With awidth of about 4 metres, a strike extent of 40 metres and a depth of 90 metresthe
tonnage of +35% MgO magnesite isonly in the order of 40,000 tonnes. The amount of
high grade +40% MgO magnesite would probably be less than half that or about 15,000
tonnes.

The western lens crops out in Cann Creek and isintersected in hole CC6. Projecting that
dip to hole CC2 the lens corresponds to the lower magnesite intersection occurring at
158.6 t0 165.0. Again there is adrop off in grade with depth from 46% MgO at surface to
40.5% at 10 metres and 35% MgO at 110 metresin CC2. Northwards the lensis not
intersected athough the upper section of hole CC3 the lower section of hole CC12
contain sections of shaey siliceous dolomite which probably represents a shelvage to the
magnesite. The southern extent of the lens is unknown and the tonnage of high grade
magnesiteislikely to be somewhat |ess than for the main lens, and possibly in the order
of 10,000 tonnes.

The eastern lens crops out in Cann creek where the grade is 43 to 45% M(O. It is
intersected at about 25 metres below surface in hole CC8 where the grade is only 33%
MgO. The lens has atrue width of 2.5 metresis not represented in hole CC2 whereitis
projected to occur at about 70 metres vertica depth. The lensis not intersected in CC4or
5 to the north and its southern extent is a so unknown. The tonnage of high grade + 40%
MgO magnesite however would appear to be very limited and perhaps 5,000 tonnes.

The total high grade magnesite is therefore likely to be in the order of 30,000 tonnes but a

detailed diamond drilling program would be necessary to prove this or possibly upgrade
the resource to anything like 100,000 tonnes.
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5.0 FUTURE PROGRAM

MHA will continue its efforts to market products from the Cann Creek licence. Although
relatively small the Cann Creek magnesite is the highest grade materia availablein
Tasmaniaand is very suitable for the production of fused magnesia products. The present
resource is sufficient for many years production but efforts will be made to better define
the resource.

Efforts will aso be made to better define the potential for silica sand and talc production
from the site.
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APPENDIX 1

TALC SAMPLING BY RIOTINTO
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Tom Dickson

From: “Arundedl, Mark (RTM)" <Mark Arundell@rictinto.com=

To: <tominex@iinet net.au=>; "Tom Dickson™ <dicksont@bigpond com:

Ce: "Clementson, lain (EXPL)Y" <lain.Clementson@riotinto.com=; "Scarr, lain (EXPL)Y"
<lain.Scarm@borax.com=

Sent: Thursday, 23 November 2006 5:34 PM

-ﬂthl..:-h: 92397 comments.doc; 92397 numbers. xls; u81656.xls; CannCk_Rocks.xls
Subject: Cann Cresk Tale

Tom / Meil
Thank you very much for the opportunity to review the Cann Creek Tale prospect.

1 have now received the resalts from the mnplr:& I collected and upon review of these data have decided thar
RTE do not wish to pursue this prospect any furthes.

Asg pronumd_ I have artached a copy of the sample results for your information. The first three samples are
drillcare from the MRT coreshed in Hobarr.

Once again thanks for the chance to have a look at the project in the field.

Regards

Mark

Mark Arundell

Project Leader - Industnal Minerals Exploranon
Rio Tinto Exploranon

37 Behmont Ave

Belemone, WA, 6104

Ph : +61 [0n8 0270 9326

Fax : +61 (8 9270 9223

Maob : +61 {743 8811004
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Comments for XRD report of job 92397

There are few general comments.

The samples analysed as part of this suite are all aliered to some degree, This is most appazent
in the sheel silicutes, with clinuchlors and mica showing significant variations and with same
cluy prosent ina number of sonples.

There appears to ba mone than one chlecite type prescat in the samples, and the rype changes
also between samples. All chlorites show some sigm of alleration and are inomost cases
prothably interlayered to some degree, Some true Al-chlorite i likely in a samply and will be
mentivnel There,

The mica found has been [abelled phlogopite for consistoney reasons. [n some sumples i1
seems 1o be closer to biotive, bur this could net be confirmed with abselule certainty hecanse
of the alteration.

The talc found might contain some substitution or defects, becanse some peaks are slightly
shifted.

The carbonates, in particular the dolomite, are well erystalline with a significant degree of
preferred orientation, which is most likely indicative of fairly large crvsiallites.

The dolomite is also very close to the pure Ca-Mg endmember.

There is some uncertainty about the presence and quantity of the sodic feldspar present,
because severe peak overlaps meant thal only one or two peaks could be clearly distinguished,
making the absolule identification and quantification difficult.

The amphibole found is definitely a calcic amphibole and is reported as magnesio-
hormblende, bul some actinolite might also be present.

L he alteration in some samples is s shrong, that parts of the chlorite and mica have been
rransformed into clay, and the lasl sample even appeans o contain recrystaellised silica in the
form of a zeolibe,

Sample specitic commeniy:

H325480;  Only one ellspar peak is clearly visible, The ¢l inechlare shows some signs of
alteration towards clay and is possibly partially inlerlayered,

6525481 Unly rwo feldspar peaks are distinguishable. Some residwal amphibole might be
preaent. Maenesie 13 likely present, hut conld not be quantitied because the only
visible peak is overlappe, Dolomite shoss very siemg prelerred orlentation. The
miga is mors closcly related to biotile,

6325482:  Some amorphous material might be present, Some clay mineral mighl he presenl.
Doloenite showws strong prefermed orientation,

6525483 Chlorile is in part vermiculitised. The chlorite appears o be the Al vorsion
dombassite, netl usually found in this envieonment. Some clay mineral is definiely
present aml some amorphous phase is alzo likely present. The mica is somoewhat
intermediale, which ¢ould be the result of alteration.

6525484 Dolomile shiws very strang prelerred arientation. %ome mica might be present.
Some amorphous malerial mighl be present. Some amphibole might be present.

65254859 The zeolite present could not he Wentified, but seems Wy be a purce silicate one
with pozsibly some miner substilulicn. Some clay mineral might be present.
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PLAN 1 Location diagram EL 2/2006
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p ' B ' 1 ? I"'
PLAN 2 Geology and Exploratlon EL 10/2003 is outllned RL 2/2006cover s
Carbonate zonein north centre of plan.
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PLAN 3. Can Creek Magnesite outcrop geology in relation to DD 85CC2. M agnesite
in blue Talc schist in pink. Assay number isgiven and assay results as
Mgo, CaO, Al203+ Fe203, SO2.
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Cann Creek Prospect
Driil Location Plan /]

5731 B,

o, dall hele

PLAN 4 Cann Creek interpreted geology Red/ blue +80% carbonate dominantly
MgO, red stripes +70% carbonate mostly MgO, yellow Shaley car bonate, orange
phyllite with lessthan 60% carbonate, high Fe, Al, and Silica, Green +50% silica

with high feand alumina.
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PLAN 5 Cann CK. Drill sections. Colour coded asfor Plan 4.
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PLAN 6 Cann CK. Drill sections. Colour coded asfor Plan 4.
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