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Operations Review

2.0 Introduction

The Strategic Alliance

Heron completed a Scoping Study for the Kalpini Nickel Project in March 1999. The Study highlighted the
corporate impact of high project capital costs of A$0.9-1.3 billion on a company with Heron's relatively low
market capitalisation. Rationalisation of assets through a strategic alliance where Heron provided ore and a
partner provided the processing plant was seen to be an attractive means to optimise Shareholder returns.

The strategic alliance mechanism was seen to minimise the project risk for Heron through eliminating high
levels of debt funding, and resultant high debt service charges. Concomitantly, the strategic alliance would
crystalise economies of scale for both parties through the larger ore throughput of the merged resource base.
The proximity of the Cawse processing plant to Heron’s project areas, the very strong similarity of Goongarrie
ore types to Cawse ROM ore feed, and the successful commissioning of Cawse Stage | suggested a high
level of synergy between the Heron and Centaur operations.

On 17 September 1999, a formal Strategic Alliance Agreement was executed between Heron Resources NL and
Centaur Mining & Exploration Ltd. The main outcomes are:

¢ Heron has received $3.132 million from Centaur to fund its ore reserve driling at the Goongarrie, Ghost Rocks and
Kalpini Tenements, and Centaur has taken up an entitlement to 10.44 million Heron Shares.

e (Centaur at its sole cost will complete a Bankable Feasibility Study (‘BFS”) by 19 August 2001, and subject to
concluding economic viability, will within two years award the EPCM for the construction of the expanded
Cawse Stage Il nickel laterite processing plant.

e Heron owns the Strategic Alliance Tenements 100%, but commits ore from the Tenements to Cawse Stage Il. Heron
is solely responsible for all mining, ore haulage and product sale in respect of ore and metal from the Tenements.

e Centaur and/or its nominee will 100% own and operate Cawse Stage I, but has allocated Heron a minimum
entitement to 20% of the ore throughput. Heron will not contribute towards the financing of Cawse Stage I, but will
pay Centaur a per tonnage capital recoupment fee as part of the Toll Miling Agreement.

e Heron has an entitlement to toll mill parcels of ore through the current Cawse Stage |, for generating metallurgical
data and interim cash flow over the next 3 years prior to the commissioning of Cawse Stage |.

The Future Scale of Heron’s Strategic Alliance Nickel Production

Using Heron's current drilled resource and metallurgical estimates, and assuming a future 4mtpa Cawse Stage |l
operation, Heron under the Strategic Alliance can expect each year for 30 years to:

e Mine and then haul around 1.2mtpa of ore grading 1.3% Ni and 0.09% Co. This means delivering around 3,400
tonne per day to Heron's ROM pad at the Cawse plant, to be blended and processed with Centaur's ore feed.
Heron’s annual mining and hauling outlays are expected to be around A$24 million.

e After screening, process 0.8mtpa of ore grading around 1.6% Ni and 0.1% Co. Heron have contracted Centaur as
the toll miller of their Goongarrie, Ghost Rocks and Kalpini ore, and this processing aspect is under Centaur's
control, Heron's annual toll milling outlays are expected to be around A$77 million.

e  Market around 12,000tpa nickel metal and 700tpa cobalt product. The sale of Heron metal is Heron's responsibility.
Heron's annual administrative, marketing and royalty outlays are expected to be around A$12 million.

e Assuming a 30 year average long term metal price of US$3.00/Ib for nickel and US$10.00/Io for cobalt,

Heron’s revenue stream is expected to exceed A$140 million per annum.

The Company Philosophy

The Company very much appreciates the assistance provided by the Gindalbie, Hampton Hill, Mount Vetters and
Goongarrie stations in terms of field camp sites, drill site preparation and rehabilitation. These stations have a very
strong land care ethic, under which Heron works at all imes.

Heron, as with all Australian mineral explorers, continues to work within the framework of Native Title. The Company is
committed to a policy of cultural respect and negotiation with the Aboriginal custodians of our exploration land. To the
claimants of this land and the Goldfields Land Council, we express our sincere appreciation for their continuing patient
negotiation, and ongoing site clearance field work.
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Status of Nickel Laterite Projects

On the basis of Heron reconnaissance drilling, surface exposures, old drill-hole sampling, and aesromagnetic
interpretation, the total Heron Inferred Mineral Resource at a 0.75% Ni cut-off is detailed below.

Pit Strike Width Million Ni Co Ni4Co
km km Tonnes % % %
Goongarrie Hill GN1 5.80 0.20 13.82 1.06 0.063 1.31
Goongarrie South GN2 7.00 0.30 36.40 1.07 0.078 1.38
Total Goongarrie 50.23 1.07 0.074 1.36
Ghost Rocks GR1 3.00 0.07 5.18 0.91 0.120 1.39
Ghost Rocks GR2 4.50 1.00 11.06 1.02 0.060 1.26
Total Ghost Rocks 16.24 0.98 0.079 1.30
Acra North KAla 1.60 0.12 1.85 1.02 0.087 1.37
Acra North KA1b 0.40 0.20 0.73 1.06 0.096 1.44
Acra North KA1c 0.40 0.12 0.72 1.00 0.092 1.37
Acra North KA1d 1.90 0.20 3.58 1.00 0.064 1.25
Acra North KA2a 1.70 0.16 4.92 1.33 0.067 1.60
Acra North KA2b 0.50 0.08 0.08 1.08 0.012 112
Acra North KA2c 0.50 0.08 0.38 1.13 0.056 1.35
Wellington East KA3 2.50 0.20 3.07 1.04 0.079 1.36
Wellington East KA4 3.60 0.16 7.05 1.18 0.068 1.45
Wellington East KA5 1.20 0.24 1.60 1.21 0.098 1.60
Wellington East KAGa 1.00 0.16 2.64 1.04 0.097 1.43
Wellington East KABb 0.40 0.16 0.20 0.92 0.092 1.28
Wellington East KABC 3.00 0.20 6.51 1.04 0.060 1.28
Wellington East KA8 2.30 0.30 4.92 0.97 0.087 1.31
Wellington Fold KA9 1.10 0.20 2.10 0.88 0.067 1.14
Wellington North KA10 0.80 0.20 1.57 1.04 0.059 1.27
Total Kalpini 41.85 1.08 0.074 1.38
HERON STRATEGIC ALLIANCE SUBTOTAL 108.32 1.06 0.074 1.36
Lake Rebecca LR1 2.20 0.30 11.57 1.15 0.078 1.46
Lake Rebecca LR2 1.10 0.156 2.05 1.08 0.031 1.156
Total Rebecca 13.62 1.13 0.071 1.42
Boyce Creek YE1 1.00 0.20 6.02 0.95 0.092 1.32
Lady Byron YE2 0.60 0.20 2.82 1.06 0.049 1.26
Aubils YE3 0.80 0.20 2.88 0.99 0.096 1.37
Total Yerilla 11.71 0.99 0.083 1.32
HERON RESOURCES NL COMPANY TOTAL 133.65 1.06 0.075 1.36

The resource estimate uses intercepts above 0.75% Ni over a minimum 2 metre vertical thickness, with a
maximum 2 metre of internal waste within the calculated intercept. It should be noted that the Goongarrie and
Ghost Rocks resources rely on an 800 x 80m reconnaissance drill spacing. This spacing does not generate
quantitative data, and would fail to even locate some Eastern Goldfields nickel laterite mines.

For the Goongarrie to Ghost Rocks project area, an SG of 1.8 is assumed, based on production data for
comparable ore types within the Cawse-Goongarrie-Ghost Rocks belt. At Kalpini, an SG of 1.6 is assumed,
based on arange of 1.3 10 2.25 as inferred from drill chip logging, and validated by a 2,000m down-hole
density log survey.
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Indicative Production Target

The development strategy of Heron Resources NL during 1999 has been to quantify high grade siliceous limonite Ni-Co
ore resources within hauling distance of the Cawse processing plant. Heron now controls a 27km strike length of the
Walter Wiliams Formation komatiite stratigraphy within the Scotia-Goongarrie-Ghost Rocks belt. The evaluation emphasis
of the Company has been directed towards future production and cash flow from nickel laterite resources within this area.

Plant feed for toll milling will be generated from Heron’s Strategic Alliance 1.0% Ni cut-off resource, which
currently stands at 49.63 million tonne at 1.29% Ni and 0.091% Co. The mineralisation types, relative project
contributions and means of generating autoclave feed would approximate the following:

PRE-SCREENED

Limonite Ore Nontronite Ore Potential Total Available 7
Primary Crusher Feed
Project mt % Ni % Co mt % Ni % Co mt % Ni % Co
Goongarrie 24.0 1.3 0.09 2.7 1.3 0.09 26.6 1.3 0.09
Ghost Rock 4.4 1.3 0.09 0.5 1.3 0.09 4.8 1.3 0.09
Kalpini 14.5 1.4 0.10 3.6 1.4 0.10 18.2 1.4 0.10
Total 42.8 1.3 0.09 6.8 1.3 0.09 49.6 1.3 0.09
POST-SCREENED
Limonite Ore Nontronite Ore Potential Total Available
Autoclave Feed
Project mt % Ni % Co mt % Ni % Co mt % Ni % Co
Goongarrie 14.4 1.6 0.09 2.7 1.3 0.09 17.0 1.6 0.09
Ghost Rock 2.6 1.6 0.09 0.5 1.3 0.09 3.1 1.6 0.09
Kalpini 10.9 1.6 0.12 3.3 1.5 0.11 14.2 1.6 0.11
Total 27.9 1.6 0.10 6.4 1.4 0.10 34.3 1.6 0.10

The screen reject and grade increase data for Kalpini is based on Heron's metallurgical testwork. Goongarrie and Ghost
Rocks data is extrapolated from published estimates from local nickel laterite mines. On the basis of the wide-spaced
driling, and minimal metallurgical testwork, the above plant feed data must be considered as qualitative. However, it
does confim that Heron is able to supply a high quality limonite ore to Cawse Stage |l, without relying on nontronite ore.
Nontronite, because of its less suited metallurgical performance for Cawse, would either be stockpiled at Heron's mine
site for end of project processing, or offered for sale to a plant which normally operates on this ore type.

The Company policy is to do all economic evaluations on nickel ore blocks only, with the cobalt grade then allocated to
these blocks for the purpose of cash flow modelling.

Acquisitions

Supporting acquisitions completed during the reporting year to expand the resource base have included:

e Raeside Nickel Project; outright purchase from Rio Tinto Exploration Pty Ltd was completed.

e Aubils Nickel Project; outright purchase from Mavia Pty Ltd was completed.

e Balladonia Oil Shale Project; pegged as a potential low cost energy and sulphur source to assist future nickel laterite
downstream processing.

Exploration Philosophy

The commodity emphasis for Heron is unequivocally nickel laterite, and the project emphasis is Goongarrie, Ghost
Rocks and Kalpini. Heron now has nine gold Joint Ventures covering 106 tenements that will see a minimum
Department of Minerals and Energy expenditure commitment of $0.7 million spent by joint venture partners annually.

In addition a minimum total outlay of $7.45 million can be spent on Heron joint venture tenements before equity is
transferred. By this process Heron is entirely free-carried in its gold developments, and in terms of risk-minimisation and
success optimisation, the Heron gold portfolio provides a very low risk and low cost means of asset creation in an
environment of rising gold price.
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2.1 STRATEGIC ALLIANCE
NICKEL LATERITE RESOURCE PRE-FEASIBILITY STUDY FOR CAWSE STAGE II

2.1.1 Goongarrie Nickel Project
Heron 100%, Centaur holds toll milling rights for ore processing through Cawse Stage |I.
Nickel (-gold).

The 181km? contiguous project area covering 24 tenements is located 60-100km NNW of Kalgoorlie along the east
flank of the Goongarrie-Mount Pleasant Anticline. The west flank of this structure hosts the Cawse nickel laterite mine.
The lithological precursor of both the Goongarrie and Cawse nickel laterite mineralisation is the Walter Wiliams Formation
komatiite.

Goongarrie is located 25km N of the Cawse processing plant. The project area straddles the Kalgoorlie-Leonora
Highway and Railway, and Goldfields Gas Transmission natural gas pipeline is to the immediate east. Infrastructure is
thus excellent in terms of nickel laterite mining and processing.

9
Applications for Mining Leases have been lodged over all resource areas. Ethnographic surveys on the exploration
tenements have been completed in accordance with draft Native Title Heritage agreements.
Current resource in terms of Strategic Alliance potential plant feed to Cawse Stage Il is 26.61 million
tonne at 1.25% Ni and 0.088% Co at a 1.0% Ni cut-off (1.60% Ni4Co0%).
Goongarrie Hill Prospect

Reconnaissance RC drilling consisting of 22 RC drill holes totalling 1,174 metres was completed at Goongarrie Hill.
Previous Heron rock chip sampling of trenches returned intercepts of up to 10m at 1.68% Ni and 0.690% Co, including
a peak of 3.32% Ni and 2.14% Co. Significant drill intersections include:

Hole No. North East From To Interval Ni Co Ni4Co

m m m m m % % %
GWRCO01 76800 1280 11 14 3 1.46 0.067 1.73
GWRC004 76800 1440 2 9 7 1.24 0.059 1.48
17 21 4 1.01 0.015 1.07

GWRC009 76620 1360 67 70 3 1.01 0.027 1.12

GWRCO11 77570 1520 4 10 6 1.12 0.083 1.45

GWRCO013 78400 1200 13 21 8 1.25 0.069 1.62

34 36 2 1.23 0.018 1.30

GWRCO14 78400 1280 11 16 B 1.05 0.035 1.19

GWRCO17 78400 1520 7 23 16 1.31 0.062 1.62

GWRC019 79200 1280 17 32 15 1.13 0.096 1.51
Section interpretation and resource estimation has been completed for the area covered by this drilling, with a current
Inferred Mineral Resource of 13.82 million tonne at 1.06% Ni and 0.063% Co at a 0.75% Ni cut-off.
In-fill drilling on a 400x80m pattern to upgrade the resource status is proposed for early completion under the terms of
the Strategic Alliance.

i g
Siliceous limonite nickel laterite *
mineralisation at Goongarrie Hil. L

This style of mineralisation is
expected to upgrade very well,
through screening out the
barren “plates” of silica,

as seen in this photograph.
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2.2 KEITH KILKENNY PROVINCE
NICKEL LATERITE RESOURCES NOT WITHIN THE STRATEGIC ALLIANCE
GOLD RIGHTS UNDER JOINT VENTURE

2.2.1 Edjudina Nickel Project
Heron 100%.
Nickel-(gold).

The 671km? project area covering 44 tenements is located 140-175km NNE of Kalgoorlie within the Keith Kilkenny
Tectonic Zone. This rift structure is associated with ultramafic complexes from south to north at Lake Rebecca, Boyce
Creek, McAuliffe West and Aubils. The ultramafic flows are located on both rift margins interbedded with basalt, with the
rift axes containing aulacogenic sediments.

During 1999, the tenement holding was consolidated through the purchases of the Raeside Nickel Project from Rio
Tinto Exploration Pty Ltd, and Aubils Nickel Project from Mavia Pty Ltd. Ethnographic surveys have commenced for the
Boyce Creek - Lady Byron - Aubils mineralised areas.

The Edjudina nickel laterite resources would be a most important asset in any “strategic alliance” style rationalisation of
resources between the Lake Rebecca and Murrin Murrin nickel laterite mining camps.

Yerilla-Boyce Creek Nickel Prospect

Drill holes completed by a previous tenement holder were check assayed, and confirm good resource potential.

Hole No. North East From To Interval Ni Co Ni4Co
m m m m m % % %
94MAROB4 2500 6700 4 16 12 1.01 0.048 1.29
94MAROB9 2100 6700 16 28 12 1.02 0.078 1.33
94MARO70 2100 6750 8 22 14 1.00 0.070 1.28
95MARQO1 2510 6940 16 28 12 1.00 0.036 1.14

The current Boyce Creek resource estimate is 6.02 million tonne at 0.95% Ni and 0.092% Co at a 0.75% Ni cut-off.

Anomalous Cu and PGE soil anomalies at Boyce Creek require follow up for nickel sulphide targets.

Yerilla-Lady Byron - McAuliffe West Nickel Prospect

Two lines of driling were completed at the McAuliffe West Prospect targeting a komatiite aeromagnetic feature.
Holes intersected a stripped orthocumulate ultramafic profile, with best results of 5m at 0.80% Ni and 10m at 0.61% Ni
in adjoining holes. The anomalous intercepts correspond to a dark grey, siliceocus clay unit.

One line of drilling was completed at the nearby Lady Byron Prospect, to the southeast of drilling completed by
Seltrust in the 1970s that retumed a best result of 20m at 0.84% Ni, with coincident cobalt enrichment. Heron drilling
intersected dark brown and dark grey clays overlying olivine adcumulate.

Hole No. North East From To Interval Ni Co Ni4Co
m m m m m % % %

YERCO18 5200 4960 7 11 4 1.20 0.050 1.40

YERCO19 5200 4880 12 40 28 1.20 0.044 1.38

A significant new “grass roots” nickel laterite discovery with current resource estimate of 2.82 million tonne at 1.06%
Ni and 0.049% Co at a 0.75% Ni cut-off is indicated at Lady Byron. Driling to close off the resource is planned.

15
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Yerilla-Aubils Nickel Prospect

The Aubils exploration target is a major soil-covered ultramafic aeromagnetic feature on the east margin of
Lake Raeside, covering an area of 10 x 2 km.

A 37 hole 1,948 metre reconnaissance RC drilling program was completed by Heron. Best results were
within the northermn tenement area where the cover is shallowest. Results of the driling program include:

Hole No. North East From To Interval Ni Co Ni4Co
m m m m m % % %
AURCO03 63600 90020 3 8 5 117 0.026 1.28
AURCO10 63200 90340 23 30 7 1.08 0.087 1.37
AURCO15 63200 90420 23 34 11 1.04 0.320 2.33
AURCO16 63200 90500 38 45 7 1.14 0.195 1.92
AURCO028 60000 92640 38 42 4 1.06 0.160 1.70
AURCO36 63200 90460 19 21 2 1.04 0.033 1.17
30 42 12 1.02 0.120 1.51
AURCO37 63200 90880 25 38 13 1.14 0.131 1.66
44 49 5 1.07 0.114 1.53

The current Aubils resource estimate is 2.88 million tonne at 0.99% Ni and 0.096% Co at a 0.75% Ni
cut-off. \ery high grade cobalt ore blocks are present. Diriling to close off the resource is planned.

This project area is 40km south of Murrin Murrin, and 20km south east of a recent nickel laterite discovery at
Mount Kilkenny.

2.2.2 Edjudina Gold Project
Heron 100%.
Gold.

The 143km? project area covering 12 tenements is located 140-160km NE of Kalgoorlie associated with the
Keith Kilkenny Tectonic Zone. This structure hosts gold mineralisation from south to north at Karonie, Carosue,
Old Plough Dam, Porphyry, Apollo Hill, Malcolm and Sons of Gwalia, and then north into the Yandal Belt.

Gold mineralisation is dominantly associated with bimodal felsic volcaniclastics and mafic volcanics hosting
comagmatic granitoids emplaced within a rift sequence.

The Company strategy has been to acquire gold resources on granted Mining Leases such as the Banjo and
Yarri historical producers, and secure surrounding Exploration Licences. Gold development activity has
increased in the Edjudina area as a result of the Pacmin Carosue project. Heron is examining various gold
joint venture opportunities, particularly to follow up a 28m at 1.41 g/t Au intercept by Heron at Banjo.

2.2.3 Keith Kilkenny-Laverton Tectonic Zone Joint Venture Project
Heron 100%.
Nickel rights retained by Heron.
Croesus Mining NL right to earmn 80% in respect of gold through spending $0.75m.

The 568km? joint venture area covering 24 tenements is located within two areas. The Edjudina joint venture
area is 120-160km NE of Kalgoorlie immediately north and south of the Porphyry gold mine within the eastern
Keith Kilkenny Tectonic Zone. Gold mineralisation dominantly occurs as quartz stockworks within felsic and
granitoid host rocks. Heron prospects at Gairdiners Find, Outcamp Bore and Wallbrook Hill will be targeted by
Croesus.

The Mount Varden joint venture area is 55km N of Laverton within the Laverton Tectonic Zone. Major gold
mining centres in the area are generally associated with Banded Iron Formation (“BIF”), and from south to north
include Corktree Well, King of Creation and Rosemont. Croesus has commenced field reconnaissance.
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2.2.4 Southern Laverton Tectonic Zone Joint Venture Project
Heron 100%.
Nickel rights Heron.
Gutnick Resources NL right to earmn 80% in respect of gold through spending $1.2m.

The 286km? project area covering 31 tenements is located 130-170km ENE of Kalgoorlie associated with the southemn
extension of the Laverton Tectonic Zone. This structure hosts gold mineralisation from south to north at Pinjin, Edjudina,
Safari Bore, Red October and Sunrise Dam, and then north into the Laverton district.

Heron completed a comprehensive GIS data evaluation, with selective soil geochemical follow-up identifying drill targets
at the Crab Hill and Old Pinjin Prospects. Gutnick Resources is compiling a regional data base, and have recently
reported encouraging gold exploration results at Pinjin in the vicinity of the Heron joint venture ground.

2.2.5 Mulgabbie Nickel Project
Heron 100%.

Nickel(-gold). 17
Lake Rebecca Nickel Prospect

The 4km? project area covering 3 tenements is located 110km NE of Kalgoorlie. The project area covers mafic to
ultramafic units striking NNW along the southwest shores of Lake Rebecca. Significant results are tabulated below.

Hole No. North East From To Interval Ni Co Ni4Co
m m m m m % % %
LRRCO03 73600 7880 4 13 9 1.06 0.065 1.32
LRRCO04 73600 7800 10 8¢ 23 1.25 0.120 1.73
LRRCO05 73600 7720 6 26 20 1.15 0.062 1.39
LRRC0O06 73600 7640 2 13 11 1.04 0.096 1.42
LRRCO10 73200 8020 11 3 20 1.09 0.043 1.26
LRRCO11 73200 7940 8 19 11 1.30 0.111 1.75
LRRCO12 73200 7860 12 28 16 1.15 0.133 1.68
LRRCO18 72800 8280 6 26 20 1.08 0.060 1.32
LRRCO19 72800 8360 9 40 31 1.54 0.060 1.78
LRRC023 74000 7400 7 12 B 1.11 0.029 1.22
LRRCO33 72800 8320 8 20 12 1.12 0.039 1.27
LRRC034 72800 8440 21 41 20 1.16 0.046 1.33

The Lake Rebecca resource estimate is 13.62 million tonne at 1.13% Ni and 0.071% Co at a 0.75% Ni cut-off.
The ore body has excellent widths and continuity. Mining studies confirm low stripping ratios.

Scoping studies in respect of the high grade nickel laterite ore are current, including appraisal of selective ore hauling
and sale. An ethnographic and archaeological survey was commenced for the Lake Rebecca area.

Photomicrographs of typical Lake Rebecca nickel laterite ore are featured below. The mineralisation consists of limonite
and serpentine grains (low nickel content) in a smectite matrix (high nickel content).

- ..

Limonite agglomeration, Serpentine ultramafic remnant within Limonite grains.

63-73% Fe, 0.4% Ni, clay groundmass. Annual Report 1999 i
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2.2.6 Karonie Project
Heron 100%.
Gold(-nickel).

The 1,186km? contiguous project area covering 13 tenements is located 140-170km SE of Kalgoorlie
associated with the southern Keith Kilkenny Tectonic Zone. This structure hosts gold mineralisation from
French Kiss and Karonie north to Carosue and Old Plough Dam.

Aeromagnetic images generated by Heron confirm the presence of prospective Karonie-style structures, within
a favourable mafic stratigraphy. Importantly the Aldiss Fault, which controls the distribution of mineralisation
within the Karonie mining centre, extends into the Heron project area. Aeromagnetic interpretation defined
several major regional NE trending cross structures with substantial sinistral displacement. These are very
favourable gold targets.

The dominant outcrop lithology in Heron’s ground is lateritised meta-sediments. This geological setting is
analogous to that of the Randalls-Maxwells gold mining centre, located 40km NW of Karonie. Anomalous soil
gold values are present in Heron sampling.

Expressions of joint venture interest are being assessed, and farm-out is likely.

2.3 SCOTIA KANOWNA PROVINCE
NICKEL-GOLD EXPLORATION

2.3.1 Scotia Kanowna Project
Heron 100%.
Nickel-(gold).

The 282km? contiguous project area covering 12 tenements is located
25-50km NNE of Kalgoorlie on the eastern flank of the Scotia Kanowna
Anticline. The structural control on mineralisation in the project area is
the Moriaty Shear Zone. This structure is associated with the intensely
gold-mineralised Bardoc Tectonic Zone, which dominates the western
flank of the Scotia Kanowna Anticline.

The Scotia Kanowna Project adjoins the Golden Cities-Federal granitoid
gold province. A program of wide spaced reconnaissance BLEG gold
soil sampling over the project area retured a peak value of 19.8ppb
Au. A more detailed soil geochemical survey by a previous explorer
defined an anomaly of 10 - 72ppb Au against a 2ppb Au background.
Gold targets in the project area are likely to be offered for farm-out.

All nickel rights are to be retained
by Heron.

E27/169
East Scotia

Two high priority aeromagnetic
I:I targets have been defined for
E27/145 nickel laterite follow up. Previous
Gindalbie | 150 griling includes 4m at 1.39%
Ni associated with limonitic clay.

2.3.2 Menzies East Joint Venture Project
Heron 100%. Golden State Resources NL right to eam 60% through spending $0.25m.
Gold - nickel.

The 8.4km? project area covering 8 tenements is located 112km NNW of Kalgoorlie, on the Moriaty Shear
Zone. Golden State has compiled a detailed regional evaluation to assist in target generation. The main gold
target is a fuchsite-carbonate-arsenopyrite-quartz alteration zone.
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2.4 EMU FAULT PROVINCE
GOLD-NICKEL EXPLORATION

2.4.1 Kalpini Gold Project
Heron 100%.
Nickel infrastructure-gold.

The 479km? project area covering 9 tenements is located 50-100km NE of Kalgoorlie, within felsic volcaniclastics
occurring between the Avoca and Emu Faults.

This project area comprises potential infrastructure sites and borefields for the Kalpini Nickel Project. In addition, the
felsic volcaniclastic geological setting is comparable to that hosting the Carosue gold mine located to the northeast.
Several gold targets occur within the project area, with the Kumalpi gold mining centre at the northern project boundary
and Rising Sun-Gessners Find at the southerm boundary. Heron’s main interest is volcanogenic massive sulphide
targets, as potential sulphur sources for the nickel laterite processing.

2.4.2 Gindalbie East Project 19
Heron 100%.
Gold.

The 107km? project area covering 10 tenements is located 50km NE of
Kalgoorlie, straddling the GMQ Shear Zone and Emu Fault. '

The main target is the strike extensions of the Mayday and Eldorado gold
mines, localised on the GMQ Shear Zone. Farm-out discussions are
current, to follow-up previously identified Heron soil gold anomalies.

2.4.3 Transline Project
Heron 100%.
Nickel-(gold).

The 555km? contiguous project area covering 17 tenements is located 65km
ESE of Kalgoorlie on the Bulong Anticline straddling the Emu Fault. The
project area is underlain by the Juglah Monzogranite which intrudes felsic i e Bt ol
volcanics. Gold mineralisation within the immediate area is extensive, and
includes the Juglah, Trojan and Transfind gold mining centres. The
geological setting is a rift granitoid, and is comparable to the Laverton
Tectonic Zone located to the east.

Gold mineralised shear zone, Heron Gindalbie East
arill area. Note the lack of apparent drill activity, due
to Heron's rehabilitation procedures.

Exploration Licence applications have been lodged targeting Bulong-style lateritic nickel.
Scope also exists for Golden Cities style granitoid gold mineralisation. Open file research
indicates intersections of up to 4m at 1.21g/t Au within a 1.2 x 0.5km target area.
Additional ground was acquired within the eastem project area covering highly anomalous
+ 50 ppb soil gold targets associated with the ore-hosting GMQ Shear Zone. Literature
compilations will be completed prior to in-fill soil sampling.

2.5 MUNGARI PROVINCE
GOLD JOINT VENTURE

2.5.1 Mungari Northwest Joint Venture Project
Heron 100%, Kundana Gold right to earm 50% through spending $3m. lan Buchhorn (Managing Director),
Gold. and David Crook (Exploration Manager)

The 46km? contiguous project area covering 14 tenements is located 35km WNW of Kalgoorlie within the Zuleika Shear Zone.

The geological setting is entirely comparable to that of the White Foil gold discovery at Mungari West to the immediate
south. At both White Foil and Mungari Northwest, the favourable geological setting is gabbroic units occurring between
the Zuleika Shear Zone in the east and Kunanulling Shear Zone in the west. A high resolution aeromagnetic survey by
Heron identified gabbroic lithologies and structures comparable to those hosting the White Foil mineralisation.
Exploration has focused on this target.

Total 1999 drilling consisted of 12,202m in 369 holes. Anomalous drill intersections included 12m at 0.46g/t Au from
36m, 4m at 0.36g/t Au from 52m, and 4m at 0.35g/t Au from 56m, confirming alteration systems, but as yet no ore
grade mineralisation.
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