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Heron Resources Limited’s (ASX code: HRR) has euénto an agreement
with Chinese company, Ningbo Shanshan at the ‘deNltkel Cobalt Project
in Western Australia. What are the terms of theeagent? What are the key
milestones for the project? What are Heron's abigns toward the
agreement?

MD Mat Longworth

Shanshan will earn a 70% interest in the Yerill@j&t upon completing
construction and commissioning the plant to prodocecentrate on site at
Yerilla. The project will process around a millisonnes of laterite ore per
annum, producing a concentrate for further proogssi China. Heron will

retain a 30% free-carried interest in the projacbgh to commissioning and
during production will receive 60% of the LME nidk@ice for the contained
nickel in our share of the product and a lessecerg¢age for the contained
cobalt.

Obviously the first milestone is regulatory apprsvan both China and

Australia. We are progressing through those at rftmment. The next

milestone, which is concurrent with regulatory ayyads, is test work on ore
samples which are currently in China. The nexhifitant milestone is the

completion of the pilot plant currently being cansted by Shanshan in China,
where we’ve sent 40 tonnes of ore from Yerilla festing. We expect that
plant to be commissioned probably toward the enth@mnext quarter and will

certainly have a solid understanding of the proees$ before the end of this

calendar year.

The feasibility study will commence in parallel tvithe pilot test work to
determine the viability of the project, potentialading to the decision to
construct.



There’s no definitive timetable laid out in the egment, but both Shanshan
and Heron are working very hard to bring the priojecfruition as quickly as
possible.

In terms of Heron’s obligations toward the agreetmewe bring a deep
understanding of the project. We’re providing S$tean with in-country
support, geological support on the ground and magatpe tenements so it's
really a co-operative venture between Heron anch§ten and we believe
that's the best way for the project to move forward

cor por atefile.com.au
What are the advantages of this deal to Heron? WdsyShanshan chosen to
partner Heron in this venture?

MD Mat Longworth

From Heron’s perspective this deal provides a egiathway forward for the

Yerilla project. The great advantage of this deat allows Heron to partner
co-operatively with a significant end-user of nickend cobalt and with

someone that takes a strategic long-term view efrtfetal. As one of the
world’s largest manufacturers of lithium-ion baytesomponents, Shanshan
have identified the Yerilla project as an importpatt of a vertical integration
of raw material supply into their business.

The Heron team have been working on this projeco¥er two years now and
we understand the project which will work very wallith Shanshan, their
technology and metallurgical people in Changsha #ned China Southern
University. It's also one of the few good piecégositive news to come out
of the nickel industry for some time, certainlystiyear.

It also is the first time where we see the creatbrwhat would be better
termed a concentrate in the nickel-laterite indusather than a chemical
intermediate product. We expect the concentrateeteomewhere between 8-
10% contained nickel with the more labour intensnenufacturing work to be
done in China producing the end products as partthar battery
manufacturing process.

As a partner, Heron was able to offer Shanshandaareed nickel laterite
project which can meet the timing desires of Shanstiue to the extensive
study work we have completed over the last two gieaFor example, the
resources are established to Measured, Indicateédnderred standards under
the JORC code; the mining leases are granted Wiitthe long lead time

environmental surveys completed; the regulatorsfam@liar with the project

and the overall metallurgy and ore-types are welaunstood throughout the
deposit. This really places the Yerilla projectivedead of other nickel laterite
projects currently available in Australia.
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Vale, your former partner in the Kalgoorlie Nicketoject (KNP), has elected
not to proceed with a full feasibility study andshaithdrawn from the project.
What options are you considering to develop thiggmt going forward? Is
there still an economic case for the project sutioge in the current
environment?



MD Mat Longworth

I'll start with the last part of the question firsThere’s certainly an economic
case for the project succeeding - the KNP has awmeen considered as a
long-term project which will go through a numbermfce cycles through its
life. The last eight months has seen a pronoutmedn the price of nickel,
but this is currently recovering and approachinggvael at which the KNP
becomes attractive. We believe that in takingrgiterm view on nickel, the
KNP certainly has a significant future, due to it@icative size of the project,
the supporting infrastructure and its location irstable low sovereign risk
environment.

To take the project forward, we're currently opsimig the pre-feasibility
study, in particular looking carefully at the resmiestimation and the mining
engineering components of the study. This is ieppration to seek new
partners for the project. Heron's deal on Yerilamonstrates there are
definitely parties out there taking long-term stgat views on nickel and as
part of a resource supply into their businesselBerathan adding to their
pipeline of projects as mining companies typicaiy

We've spent a fair bit of time in China this yeardain particular, with a

number of the universities we found that a lotedfgarch was going into nickel
laterite processing on a government directive. yThederstand that laterite
accounts for a vast majority of the nickel resosroethe world and will play

an increasing role in the delivery of nickel to thmarket in the years and
decades ahead. We certainly see that there’sniptao economic case for it,
but there are certainly parties out there who waaltbntially partner Heron on
such a significant project to see it into productio

Vale, like many of its peers in the nickel miningsiness, including BHP-
Billiton, Norilsk and Xstrata, have all had to lobkrd at their asset portfolios
and their project pipelines in this time of low ket prices and make priority
adjustments. In particular, Vale has the largéselme of projects and the
KNP was just part of that pipeline. They were getalled on to commit to a
US$50 million feasibility study at the end of nerbnth and in the current
environment they had some trouble with that, rankgdinst the rest of their
pipeline projects.

Conversely, there are many companies, who are s&id of nickel, for whom
US$50,000 a tonne nickel price is still burnt inblgl into their memory as it
was only less than twenty four months ago that ted the price of nickel.
These end-users are prepared to take a long-teem ta their raw material
supply and are looking for vertical integration oppnities for their

businesses. Importantly, they don’'t only come fréhina. We believe there
will be interest from both Japan and Korea.
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At the end of the March quarter, Heron had a cadanoe of A$31.1 million.

In light of your current market capitalisation, dafis make you vulnerable to
predation? What is your strategy to realise maxmnwalue from this position

and deliver strong shareholder returns? Wheréharepportunities for Heron?

MD Mat Longworth
Heron has quality assets the market is currenttienraluing.



The job of management is to get the market to meisegthe value of these
assets. The first step was the transaction witm&tan on the Yerilla project.
The next part of the process is to complete thenugdation of the pre-

feasibility study on the KNP and then, seek pagner

The third leg of the strategy is to look at the @ppnities with cash. At a time
when the market undervalues many assets, there’spaortunity for the

company to identify good quality assets in goodatmmns which will set the
company up for the next cycle and the cycle aftié wurther opportunities for
production.
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Thank-you Mat.

For further information on Heron Resources Limitedvisit
www.heronresources.com.aucall Mat Longworth on (08) 9215 4444.

To read other Open Briefings, or to receive futGgen Briefings by email,
please visitvww.corporatefile.com.au
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