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RL 1/2005 HOGARTH CREEK, NW TASMANIA, ANNUAL REPORT 2011

ABSTRACT

Thisreport gives areview of the marketing and exploration work carried out by Minera
Holdings Australia Pty. Ltd. over the past 12 months on RL 1/2005.

The licence covers 5 sg km in the Dip Ranges and encloses the Thomas Mountain Silica
Mine.

The licence covers the Detention Quartzite of the Rocky Cape Group and the target of
exploration is silica, silica sand and quartzite for the chemical, metallurgical glass and
coal seam methane industries.

Previous exploration by Mineral Holdings Australia Pty. Ltd. and its joint venture
partners has outlined a substantial inventory of potential silica productsin the RL namely
0.35Mt of hard, silicified quartzite, 1.55Mt of hard sandstone, 0.65Mt of poorly
consolidated, soft sandstone and 2.45Mt of very soft unconsolidated sand. Some infill
drilling would be required to raise this resource estimate to the Indicated Level (JORC
Code)

MHA was asked by Temco to supply two separate bulk samples of quartzite from
Hogarth Creek to determine its suitability in the manufacture of Ferro — silicon at the
Temco plant in Bell Bay. About 8,000 tonnes of quartzite was mined and crushed on site
and 5,000 tonnes of sized material was shipped to Bell Bay. A full report has not yet been
supplied but verbal information suggests the Hogarth Creek material provided superior
furnace returns but the cost of transport to Bell Bay more than offset the cost of inferior
local quartzite.

Marketing of the quartzite and frac sand resources has continued. A site visit was made

by staff from Wacker Chemie AG and representative quartzite samples taken. Stim Labs
have also evaluated samples of frac sand from the no 1 and 2 pits with excellent results.
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RL 1/2005 HOGARTH CREEK, NW TASMANIA, ANNUAL REPORT 2010
1.0 INTRODUCTION

RL 1/2005 was applied for by Mineral Holdings Australia Pty Ltd on 21th Feburary 2005
and was granted on 15" June 2005. RL 1/2005 covers the site of the Thomas Mountain
Silica Resource which was originally covered by CML 8M/1989 and 1W/1088. Under its
policy of revoking non performing mining leases Mineral Resources Tasmania suggested
that a Retention Licence would be a more appropriate title for the marketing and
industrial testing activities currently being pursued by MHA. Consequently RL1/2005
was granted and the mineral leases cancelled.

The Thomas Mountain Mine and prospect occurs in the northern Dip Range about 25 km
south-west of Wynyard and 20km south-east of a deep water harbour at Port L atta.
Accessis viathe township of Montumana on the Bass Highway, 25 km west of Wynyard,
thense 6 km south along Montumana and Newhaven roads to a turn-off just east of
Hogarths Creek.

Over the past severa years, MHA has had discussions with a number of industria
companies, within Australia and overseas, as potential customers or developers of the
deposit. There has been considerable interest in the potential for producing “frac” sands
from the site and renewed interest in the area as a source of fine silica sand for the glass
and specialized silica products.

Bulk samples of quartzite was taken for full scale furnace trials at Temco Bell Bay
20GEOLOGY

Resources of high grade quartzite have been reported in various government publications
as occurring within the Proterozoic rocks of north- west Tasmania. The better quartzite
occurred within the Detention Quartzite sub-group and rocks of this sub-group underlie
most of the licence area.

Gee(1971) described the Proterozoic sequence within the Rocky Cape Group from
youngest to oldest as— the Jacob Quartzite (1130m in thickness), the Irby Siltstone
(760m) and the Detention Sub-group (1400m). Gee suggested The Detention Sub-group
contained about 10% siltstone in beds from a few metres to more than 80 metresin
thickness. The Rocky Cape Group, in turn, overlies the Cowrie Siltstone which was at
least 2400m in thickness.

Structurally the Detention Quartzite is folded into atight series of anticlines and

synclines with north-east trending and dipping axes with folds becoming overturned in
the east resulting in north-west dipping beds at 45 degrees or above.
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Gee (1971) described the quartzites as uniformly fine grained orthoquartzites with 99%
guartz grains and a granular to glassy texture depending on the degree of cementation by
silica. Turner (1989) on the other hand preferred to call the mature, quartzose, sandy
sediments quartz arenites and attributes their variable physical character as mostly dueto
variable silicification and occasionally to metamorphism.

The silicaresources currently outlined in the licence are 0.35Mt of very hard, silicilied
sandstone or quartzite, 1.55 Mt of hard sandstone, 0.65 Mt of poorly consolidated or soft
weathered sandstone and 2.45 Mt of unconsolidated sand. The potential uses of the
resources include silicon metal, silica sand and quartzite for the chemical, metalurgical,
glass petroleum and coal seam gas industries.

3.0 PREVIOUS EXPLORATION AND EVALUATION

There has been along history of exploration by MHA and a series of joint venture
partners for awide range of silica products at Thomas Mountain. Details of that work
were provided in the 2007 report.

In 1993/4 MHA developed 42 hammer drill holes aong 8 sections for 666m in the area
SW of Hogarths Creek. This has allowed a resource estimate to be made for an area of
about 25 Ha extent to a depth of 10 metres extending south- west of the Quarry site.
(Duncan (2005) estimated an inferred resource of 5 million tonnes of siliceous material
in the area just south of Hogarths Creek which breaks down to —

0.35 Mt of very hard, silicified sandstone,

1.55 Mt of hard sandstone,

0.65 Mt of poorly consolidated, soft sandstone and
2.45 Mt of very soft sand

Duncan suggested some infill drilling would be necessary to lift the resource to the
Indicated level of the JORC Code. He also suggested a significant increase in resource
was likely at depth and along strike to the NE and SW with an inferred 20 Mt of high
grade sand and sandstone available as a conservative figure in the area of the Retention
Licence.

In recent times considerable effort was put into testing the unconsolidated sand from
Thomas Mountain as a propping agent in oil drilling. Dip Range sand was tested by Stim
Laboratories, Halliburton Services and Dowell Schlumberger of the USA and Santos
and Amdel in Australia. Tests were carried out on the 20/45 size range (US screen)
which isthe -850 to +420um fraction. Dip range sand is afine / medium grained sand
with amedian value of about 250um with about 50% in the 20/45 size fraction

As summarized by Stim, the Dip Range sample passed the size analysis, the acid
solubility test and the turbidity test but was slightly below standard for shape factor, grain

clusters and crush resistance tests for deep wells. From the Amdel tests, it isfound that
the sand grains have a dramatic decrease in crush resistance at about 4000 psi which
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would, according to Halliburton, restrict the use of the sand to shallow wells where less
than 1200 psi isrequired in the recovery of methane gas from coal seams.

4.0 CURRENT EXPLORATION AND MARKETING

MHA was asked by Temco to supply two separate bulk samples of quartzite from
Hogarth Creek to determine its suitability in the manufacture of Ferro — silicon at the
Temco plant in Bell Bay. About 8,000 tonnes of quartzite was mined and crushed on site
to +25 -60mm size and 5,000 tonnes of sized material was shipped to Bell Bay. A full
report has not yet been supplied but verba information suggests the Hogarth Creek
material provided superior furnace returns but the cost of transport to Bell Bay more than
offset the cost of inferior local quartzite. (Great material but cost of transport is too high)

Additional tests were carried out by STIM-LAB Inc. in February 2011 on the 16/30,
20/40 and 40/70 size ranges (US mesh screen). As summarized by STIM-LAB, the Dip
Range sample passed the size analysis, the acid solubility test, the turbidity test, for shape
factor, grain clusters and crush resistance tests for wells to 3,000 metres.

For the 16/30 mesh sand the sphericity of 0.8 and roundness of 0.7 were above the
recommended greater than 0.6, and no clustered grains were observed. The acid soluble
percent was 0.6% well below the recommended maximum of 2.0%. The silt test result of
8 FTU was well below the maximum allowed 250 FTU and the % fines of 8.7% at 3000
PSI is also well below the allowed maximum of 14%.

Likewise for the 20/40 mesh fraction the sphericity of 0.8 and roundness of 0.7 were
above the recommended greater than 0.6, and 1 clustered grain was observed in 100
grains. The acid soluble percent was 0.7% well below the recommended maximum of
2.0%. The silt test result of 22 FTU was well below the maximum allowed 250 FTU and
the % fines of 12.2% at 4000 PSI is aso well below the allowed maximum of 14%.

The 40/70 fraction returned a sphericity of 0.7 and roundness of 0.6, which were equal to
or above the recommended greater than 0.6, and 1 clustered grain was observed in 100
grains. The acid soluble percent was 1.1% well below the recommended maximum of
2.0%. The silt test result of 13 FTU was well below the maximum allowed 250 FTU and
the % fines of 5.2% at 5000 PS] is also well below the allowed maximum of 8%.

A full copy of the STIM-LAB report is appended in Appendix 1.
Recently, MHA have attempted to determineif thereis any systematic variation in grain
size within the sand unit. Asindicated in the table on the following page, there is some

variation and most likely thisis due to stratigraphic differences between the original
sandstone units.
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TABLE 1. SIZE ANALYSISINDICATING PERCENTAGE OF EACH SAMPLE
WITHIN THE SPECIFIED SIZE RANGE

Sample US Mesh Size Range
+20# 20-40# | 40-60# | -60#
Pit Nol - 54.5 25.0 20.5
East end costean from No.1 pit 5.0 45.0 28.0 22.0
West side Pit No.1 6.0 61.0 19.0 14.0
Pit No.2 - 58.0 19.0 23.0
Start of track to No.2 Pit - 55.0 24.0 21.0
Former ACI stockpile 1.7 67.7 12.5 18.0
1000t sand stockpile 2.5 70.0 11.4 17.8
Hole 30 at 5m 2.5 50.0 27.5 25.0
Hole 36 at 5m 5.0 36.0 24.0 35.0
Hole 36 at 17m 2.0 30.0 35.0 33.0

A more recent size analysisis attached as Appendix 2.

Marketing of the quartzite and frac sand resources has continued. A site visit was made
by staff from Wacker Chemie AG and representative quartzite samples taken. Stim Labs
have also evaluated samples of frac sand from the no 1 and 2 pits with excellent results.

5.0 CONCLUSION

Temco have suggested the higher transport costs make the Thomas mountain quartzite
uneconomic at this stage. However Wacker Chemie AG are taking considerable interest
in the quartzite. They are currently evaluating samples of the quartzite.

Considerable interest in the potential for the Thomas Mountain mine to produce proppant
sands for the expanding coal seam methane industry has also been generated. Some 40 to
60% of the unconsolidated sand falls within the favourable 20 to 40 mesh size range and
in acommercial operation the run of mine material could be screened to produce a
+30mm fraction of metalurgical silica, a 20 to 40 mesh fraction of frac sand and a-40
mesh fraction for glass sand. The deposit istoo coarse for silicaflour.
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APPENDIX 1
Stim Labs Frac sand report
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APl RP-56 “Recommended Practices for Testing Sand
Used in Hydraulic Fracturing Operations” Evaluations on
16/30, 20/40, and 40/70 Sand Samples From Composite,
Labeled Thomas Mountain Sand, for Mineral Heldings
Australia PTY Limited, Submitted 12/22/2010

PREPARED FOR:
Mr. Neil M, Thomas
Mineral Holdings Australia PTY Limited
11 Kent Court
Toorak, Vicloria Australia 3142
Phone: 613-8822-0077
Fax: 613-9824-7617

PREPARED BY:
STIM-LAB, INC.
T406 MORTH Hwy 81
DuNcan, OKLAHOMA 73533-1844

hon. OHommeLl

Lisa O'Caonnell, Laboratory Supenvisor

P.O. NumBeR: VISA 2522
FILE NUMBER: SLE9176

FEBRUARY 2011

ALL INTERSBETATIONS ARE OPIMICHS BABED OM INFERESCES FRdid SAMPLES AND LOGE WHICH WERE SUPPLIED. WE CANNOT. AND DO NOT, GLARANTEE
THE ACCURADY OR CORRECTRESS OF ANY INTEFPRETATIONS, 2MD WE EHALL NOT, EXCEPT IN THE CASE OF GROSS OR WILLFUL NEGLIGENCE DN CLIF
MART EE LIABLE OR REEPONEIBLE FOR ANY LOSS, COSTS, DAMAGES OR EXPERSES NCURRED OF SLESTAMED BY ANYONE RESULTING FROM ANY
MTERPEETATION MAGE BY ANY OF OUR OFFICERS, MEENTE DR EMPLCYEES THESE INTERPRETATIONS ARE ALED ELELIFCT TO OUR GERERSL TERME AND
COMDITIONS A% SET CUT I CUR CURRENT PRICE SCHEDULE. Rokice: Samples subaitted 15 Sthm-Lab, Inc. for use in Sesing services. s b |o dapesl of
siorege hoes folirwing the compbsbon of B Badhg sersel DRBve a8 5 e Beptesion of samplay most be subiled in witis) wih e sempbs or oherwise prosded
durng the oo of the ool Elmm_mimmwhmnmummm;mmmmnu,wmlmmu'wmnﬂl
relating o @ prosect. You may be charged @ shipping ene packagang fee for el of samples for which pick Up BTangements hine nol been mafe. Blim-Lab, G

xlp ity For disposal or ynintanional ns of subslle daTsles ior shidh no witen drecive has been provided

=2\
Stim-Lah
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STIM-LAB, Inc.
7406 North HWY B1

Duncan, Oklahoma T3533
Phone; 580-252-4308
. \ Fax: 580-F52-6079

wiawi.stimlab.com

Stim-Lab

A CERE LARRARTOAIES DINFRAT

February 1, 2011

Mr. Meil M. Thomas

Mineral Holdings Australia PTY Limited
11 Kent Court

Toorak, Victoria, Australia 3142

Diear Mr. Thomas:

STIM-LAB, Inc. has completed the API RP-56 evaluations requested on the submitted
composite sand sample labeled Thomas Mountain Sand. The sample was received at Stim-Lab
Inc, on 12/2272010. Following arrival the sample was washed and sized inte 16/30, 20/40, and
40770 sized samples. APl RP56 testing was then conducted each of the sized samples. Tables
1 and 2 provide the sieve analysis of the sand samples,

The crush, sphercity and roundness (Krumbein Shape Factor), wrbidity, and acid solubility

results are provided in Tables 3-5 for the samples. Following Table 5 are pictures of the
samples. The procedures followed are as stated in APl RP-56,

Thank you for having STIM-LAB perform these analyses. We hope you will consider us for your
future testing needs. If you have any questions, please do not hesitate to call.

Sincerely,
oo 0'tommel
" Lisa O'Connell
Laboratory Supervisor
Conductivity Laboratory
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SL 9176

Table 1

Sieve Analysis of Submitted Proppant Samples
Submitted By: Mineral Holdings Australia PTY Limited
API| RP56 Section 4, "Recommended Frac Sand Sieve Analysis™

16/30 Frac Sand Sample

20/40 Frac Sand Sample

Sample 1.D. From Composite Labeled: | From Composite Labeled: |
Thomas Mountain Sand Thomas Mountain Sand .
US Standard Weight % Weight % :
Sieve No. Retaned | Gumulative | Retained Cumdlative |
& 0.0 £ 0.0 0.0 0.0 :
& 0.0 i 0.0 0.0 0.0 '
10 0.0 i 0.0 0.0 0.0 :
12 0.0 i 0.0 0.0 0.0
14 0.0 i 0.0 0.0 0.0 i
16 0.0 : 0.0 0.0 0.0
18 1.4 £ 1.4 0.0 0.0
20 6.2 S & 0.0 0.1
25 209 ! 288 54 54
30 68.1 86.7 17.7 23.1
35 32 100.0 235 56.6
40 0.0 ¢ 100.0 424 99.0
45 0.0 100.0 1.0 100.0
50 i 0.0 100.0 0.0 100.0
&0 00 100.0 0.0 100.0
70 0.0 100.0 0.0 100.0
80 0.0 100.0 0.0 100.0
100 : 0.0 {1000 0.0 100.0
120 0.0 100.0 0.0 100.0
140 0.0 100.0 0.0 1000
170 i 0.0 100.0 0.0 100.0 i
200 : 0.0 100.0 0.0 100.0 :
230 H 0.0 100.0 0.0 i 100.0
pan i 0.0 100.0 0.0 { 100.0
total i 100.0 : 1000 | ;
in-size ; 96.7 i = as16/30 989 | = as2040 !
ISO Mean Dia. (mm) ; 0.701 : 0.542 i
Median Dia. (mm) | 0693 ¢ 0533 .
February 2011
-
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SL 9176

Table 2

Sieve Analysis of Submitted Proppant Sample
Submitted By: Mineral Holdings Australia PTY Limited
APl RP56 Section 4, "Recommended Frac Sand Sieve Analysis"

Sample 1.0. 4070 Frac Sand Sample From Composite
Labeled: Thomas Mountain Sand
US Standard Weight %
Sieve No, Retained i Cumulative
£
g 0.0 0.0
B 0.0 0.0
10 i 0.0 0.0
12 i 0.0 0.0
14 : 0.0 0.0
16 i 0.0 0.0
18 | 0.0 0.0
20 ; 0.0 0.0
25 ' 0.0 0.0
30 i 0.0 0.0
35 I 0.0 0.0
40 0.4 0.4
45 331 335
50 28.6 621
g0 219 84.0
70 , 15.8 99.7
80 | 0.2 100.0
100 0.0 100.0
120 0.0 100.0
140 0.0 100.0
170 0.0 100.0
200 0.0 100.0
230 0.0 100.0
pan 0.0 § 100.0
total 100.0 i
in-size 994 ; = as40/70
Median Dia. (mm) 0.315
February 2011
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5L 9176
Table 3

16/30 Frac Sand Sample From Composite Labeled: Thomas Mountain Sand
Submitted By: Mineral Holdings Australia FTY Limited
Arrived:12/22/2010

Recommended Practices for Testing Sand
Used In Hydraulic Fracturing Operations

AP| RPSE, Section 5, "Frac Sand Sphericity and Roundness™
* mean of a 20 count

Sphericity = 08
Roundness = o.7
Clusters = MNone Observed in Field of Count

Recammended Sphericey and Roundness for proppents = 0.6 or grester (AP RPES)

APl RP56, Section 6, "Evaluation of Sand Solubility in Acid”
* mean of 3 analysis

Acid Sol. Percent = 0.6 %

Recommended Mavimum Acid Solibiity Tor proposnis 612 103050 = 2,0%
APl RPSE, Section 7, "Recommended Silt Test"”

8 ETU
Method 1: Tusbidily, suggested maximum frac sand turbidity = equal or less than 250 FTU per AF1 RP-56 and 58

AP| RPSE, Section 8, "Recommended Frac Sand Crush-Resistance Test"

% Fines
Stresses Tested (psi) 16430 crush prep
3000 8.7

Suggented madmum fires for 1620 Frac Sand per AP RP-85 = 14% & J000p=

February 2011

4\

Stim-Lab

[ LoiFRT (AT
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SLoTE
Table 4

20/40 Frac Sand Sample From Composite Labeled: Thomas Mountain Sand
Submitted By: Mineral Holdings Australia PTY Limited
Arrived: 12122/2010

Recommended Practices for Testing Sand
Used In Hydraulic Fracturing Operations

APl RP56, Section §, "Frac Sand Sphericity and Roundness”™
* mean of 3 20 cour

0.8
oun 0.7

Clusters = Approx, 1 of Every 100 Grains Contains Clusters
Recommended Sphenoty and Roundness for proppasts = (U5 of greater (B50VDHE 135603-20Amd. 104P1 RF18C)

APl RPSE, Section &, "Evaluation of Sand Solubllity In Ackd™
* maan of 3 analyss

|

1

Acid Sol. Percent = [Ard %

Recommended Masimum Acd Solulility for proppants 612 to3VED = 2 0%
APl RPSE, Section 7, "Recommended Silt Test”

2 FT

Mathod 1: Turidity, sugpested mamum frac sand turbicity = equal of less Man 250 FTU per AF] RP-6& and 58
APl RP58, Section B, "Recommended Frac Sand Crush-Resistance Test"

% Fines
Tested (psi =20+40 crush prep
4000 12.5

Gupgested maxivum fines for 20080 Frao Sand per AP RP6E = 14% & 4000ps
; enruary 2011

4

Stim-Lab

o [ L PN (ALY
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SLa1TE
Tahle 5

4070 Frac Sand Sample From Composite Labeled: Thomas Mountain Sand
Submitted By: Mineral Holdings Australia PTY Limited
Arrived: 1212272010

Recommended Practices for Testing Sand
Used In Hydraulic Fracturing Operations

APl RPSE, Section 5, "Frac Sand Sphericity and Roundness™
* mean of 8 20 cownt

Sphericity = Ll
Boundness = 0.6
[+ 5 = rox, 1 of Every 10 i i

Racmmandad Spharizity msd Roundness Ior proppants = 0.6 o grester {IS00ES 13500 A, 11AP1 RPI0C}

APl RPEE, Section &, "Evaluation of Sand Solubility in Acid™
*mean of 3 analysis

Acid Sol. Percent = 1.1 b

Recommended Masimos Scid Solubility fof propganis 4070 1o TOA40 = 3.0%

AP1 RPSE, Section 7, "Recommended Sill Test”
13 ETU

Mgihod 1- Turbidity, 5uw=:bed maxirmum frac sard furbadty = equal or less Ban 350 FTU per AP RP-55 and 58

APl RPEE, Section 8, "Recommended Frac Sand Crush-Resistance Test”

> Fines
Stresses Tested (psil ~40+70 crush prep
5000 52

Suggeeted maemum fnae fee 070 Fres Band per AP RPUEE = BY @ S000ps

February 2017
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APPENDI X 2.

BURNIE LAB SIZE REPORT
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