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Heron Resources Limited has updated its InferresbRee at the Jump-up Dam
nickel project in Western Australia to 41.4 Mt @2% Ni, including ~19.1 Mt @
1.07% Ni. What do you anticipate the mineral bank look like as you move
toward a mineable reserve? What further drillmglanned this year?

MD Mat L ongworth

Infill drilling is underway to increase confidenoethe mineral resources estimate
to facilitate reserve estimation. From this, welldertake mine planning and
scheduling, we’ll understand a lot more about niifeeand resource to reserve
conversion, which is an iterative process.

The conversion ratio of resources to reserves emdent on several factors
especially nickel price and operating costs. Atent prices the conversion ratio
would be very high, however the higher grade arall®h mineralisation we've
encountered at Jump-up Dam, suggests a reasorrablarfon of the 19.1 million
tonnes to convert to reserves using longer termepri On completion of infill
drilling, we’ll undertake further expansion drilgnin the area between the eastern
and western zone of mineralisation. We’ve only wat lines of drilling across
this area and it's fairly open, although we susggalightly lower grade than the
two main zones.



The pre-feasibility study will continue to refindiet reserve parameters and
optimise the project. At this stage, we’re tanggta reserve grade of around 1%
nickel.
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The scoping study for the Jump-up Dam Project eeted this quarter. What
work has been completed to date? What are your deggrminants for an
economically viable project? What are your fundapgions? What happens after
the scoping study is completed?

MD Mat L ongworth

The scoping study includes results from the resowstimation, preliminary
mining studies and environmental review includingldd surveys. In the
metallurgical area, testing includes approximat&fy, 1 metre column leach
samples and the first 40 days leaching of a 4 ntalreolumn along with concept
level design and process modelling.

Jump-up Dam has some higher grades close to swiaica are important for an

economic project. So far, our leaching studiesehiadicated rapid leaching of
most samples, with the target of 70% nickel recpwelached in less than 100
days. Secure acid supply on economically favoerabtms is one of the key
drivers to a viable project. To this end an adianp option is included in the

study. Quality and availability of labour as wadl low staff turnover are other key
drivers to successful projects. We're working bese two aspects, both with our
consultants, Aker Kvaerner Australia, and as paouo in-house studies.

After completion of the scoping study we will conmee our pre-feasibility study
and we've commenced pre-feasibility study dataeotibn and test work activities
to minimise downtime between studies. These d@svinclude long-term leach
tests, including heap management strategies. We lahve 2 RC drill rigs
currently working on site, along with a Calwell rigvhich is a bucket rig
undertaking bulk sampling for metallurgical testrivas part of the pre-feasibility
study.

During March, we’ll commence our diamond drillingogram to assess the
geotechnical properties and derive a mineralisatiensity dataset for our next
round of resource estimation. The project teagemring up for the pre-feasibility
study and our engineering and other consultants@enitting plans and costing
along with schedules for this work, which will thBow into the definitive study.

In terms of funding options, during the study phageanticipate we’ll use equity
to fund the studies. As we approach the definisttgly, we will continue to talk
with a range of financial institutions and will lo@t the optimum mix of project
debt and equity funding for the project.
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The Kalgoorlie Nickel Project is a joint venturetlween Heron and CVRD-Inco.
What has been CVRD'’s receptivity toward the futoir¢he KNP since taking over
Inco in 2006? Can you update the progress madeeoproject over the last 12
months? What are the plans this year?



MD Mat L ongworth

CVRD-Inco has completed a review of the project &aked at the proposed

program. The program through to September 20@étsumetallurgical test work

and flow sheet conceptual studies, along with ggodd programs to better

understand the controls on mineralisation. Incd bammenced these studies
prior to completion of the CVRD-Inco transaction.

CVRD-Inco appears to be supportive of these programd it is looking to expand
and include additional options which we are alsdawvour of doing. We look

forward to working with CVRD-Inco on the KNP. Herohas recently

strengthened our Board with Directors who bring ptamentary laterite

experience that enable us to contribute in a p@sind constructive way to the
development of the KNP project.
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Jump-up Dam is a significant project for Heron. aWlabout your regional
exploration program?

MD Mat L ongworth

Despite the large amount of work going into Jump{pm, our regional
exploration effort is continuing with the focus hgion nickel. During December,
we completed a drill program at the Aubils Prospapproximately 70km north-
east of Jump-up Dam. This drilling identified awher of areas of nickel laterite
mineralisation with intercepts above 1% nickel. 'NMee testing a further three
laterite projects in the district over the comingnths and these have the potential
to possibly feed into the Jump-up Dam Project,epiojects in their own right.

Sulphide exploration has included looking at oppoities within our own
tenements and sulphide acquisitions. This willticwe and likely increase in this
pace after we've completed the indicated resoustemate at Jump-up Dam
(scheduled for March). We will redeploy part ofr @xploration team from the
project and to refocus exploration on the next oppaty in the pipeline. We will
leave a geological development team in place tkworJump-up Dam as part of
the Jump-up project team.
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You were recently appointed Managing Director. rEéhkave also been several
other notable changes to your executive team #as.yCould you outline the new
appointments and what their relevant experience rasgonsibilities will be in
guiding Heron’s future?

MD Mat L ongworth

In December 2006, Heron appointed Stephen DennthdgoBoard. He brings

experience in financing and the operation of nida&drite projects as well as an
understanding of their cost drivers. More receriephen held a senior role with
logistics company, where he gained experience latioa to the transport of

sulphuric acid, a key component of our processaralof the cost drivers to the
overall Jump-up Dam project.



Later that month, Heron appointed Ken Hellsten adoa Executive Director.
Ken has experience in the study, construction goeration of nickel laterite
projects in WA. | first worked with Ken at Billitoin the late 1980’s and on a
gold development project in the Northern Territonythe early 1990’s; our paths
have crossed several times over the last 15 years.

The new executive team has strengthened the Comiganis transition from
explorer to developer and on to producer. We'vpoaged Kevin Reynolds, a
metallurgist with over 20 years experience, asdRtdylanager for Jump-up Dam.
Kevin has experience with heap leach operationsnaia@| hydrometallurgy. His
responsibility is to deliver the studies of the guap Dam Project, leading to a
decision to construct and then to oversee the hctusstruction, delivery, and
commissioning through to handover to the projeeragional team.

In addition to Kevin, Rob Klug recently joined tbgecutive team as Commercial
Manager and General Counsel. Rob is a lawyer witbng resources legal
experience and exposure to financial markets, brgngonsiderable strength in
both the commercial and legal aspects of develogiegmining business. Rob
will play a key role as part of the team in delimgrthe Jump-up Dam Project
along with other projects in our development pipelover the coming years.
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Heron vended its uranium and copper-gold assets twb new ASX-listed
companies: Epsilon Energy and Rubicon Resourcesectsely, leaving the
company as a nickel-only concern. Why did you deoto do this? Are you
concerned about being leveraged to only one conty®dWwill Heron have any
ongoing involvement in either company?

MD Mat L ongworth

The rationale for vending those assets was thakssts within Heron they were
not recognised by the market. Management attentias focused on Jump-up
Dam and the KNP rather than these projects.

To deliver our first projects, in particular Jump-Dam, then the KNP, it is
important for Heron to focus on one commaodity. Keéichas been the focus for
Heron since listing in 1996. We've developed oxperience in nickel laterite in
the last 10 years. It was natural to leveragettoff experience and the portfolio
projects we have.

The market appears to favour companies who focusngbe commodity. Heron’s
strengths and capabilities are now directed intokeli in which we have
experience. There are always concerns about beglgy leveraged to one
commodity; however the outlook for nickel over tbeming years is positive.
Nickel will provide Heron with the basis to developr projects, and grow to
develop other opportunities in the future.

After the recent listing of both companies, Hereneaived vendor shares which it
will distribute in-specie to Heron shareholdersingrthe first 12 months after
listing of both companies.



Whilst we hold the vendor consideration, we have€ors on the Boards of both
Rubicon and Epsilon. 1 sit on the Board of Epsilerergy and lan Buchhorn sits
on the Board of Rubicon Resources.
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Labour shortages and high costs continue to implaet Australian resources
industry. How are Heron meeting these challengestsaproject development
pipeline matures? What are the main prioritiestiercompany?

MD Mat L ongworth

Labour shortages and high costs are fact of liflaénAustralian resources industry
and we have to include them in our planning. Waeisnaging labour impacts by
identifying our project requirements early and cognging the recruitment

process at a measured rate, so we have the lanobaral by the needed date,
rather than having to rush the recruitment proeess potentially get the wrong

people. It's more about having the right teamkifexd and dedicated people than
the actual pay rate, as poor retention and higmouter cost the project

significantly more.

We've been able to identify the key cost driversoto project and commenced
discussions with potential suppliers both domebyi@nd overseas for parts of the
process unit and key processing reagents suchdgdimestone and magnesia.

Heron’s priority is to deliver the Jump-up Dam Raj We've announced key
appointments to the executive team, and are nowadasy down to the
development team and putting in place the rightpfgean the coming months
which will stand us in good stead as we move thinotihge studies, construction
and into operation.

We believe our ability to attract and retain thélea of people that make up the
new leadership team in the current market reflettts growing industry
recognition of the quality of our projects.
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Thank-you Mat.

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

To read other Open Briefings, or to receive fulOpen Briefings by email, please
visit www.corporatefile.com.au
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