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TERRAMIN AUSTRALIA LIMITED

OVERVIEW

Angas zinc project
{TZN 160% interest)

+  Major works contracts awarded for boxcut, power infrastructure.
+ Land purchases and waivers for mining operation advanced.
+ Improved access to cash flow from new finance package.

Oued Amizour zinc project
{TZN 65% via Western Mediterranean Zinc SpA)

+ THO02 intersected 184 metres of mineralisation grading 8.58% zinc + lead. Within this section was
64.0 metres assaying 10.88% zinc and 2.25% lead including a 13.75 metre intercept assaying 24.26%
zinc and 4.14% lead

+ First assays support Terramin view that previous ORGM drilling and assaying was technicatlly
competent and reliable.

+  Operagtions base expanding o support extensive exploration and drill programme, second rig now in
operation.

Menninnie zinc-lead-copper project
(TZN 40.8% via Menninnie Metals Limited)

+  Significant induced Polarisation {IP) anomalies located over and to the south of Menninnie Central
mineralisation.

+  MD 54 returned further good assays {28 metres @ 5.0% Pb+Zn, including 18.5 metres @ 8.01%
Pb+Zn and 4.8 metres @ 21.1% Pb+Zn) — refer assay table for full resuits.

+  During the quarter Zinifex earned a 48% interest in EL 3640 with their cumulative exploration funding
reaching $5 million.

Finance
* As at 31 December 2008 consolidated available cash totalled § 9.4million.
+ In Becember, 8.7 million shares placed o domestic and international institutions raising $11.0 million.
+ Investec Bank {Australia) Limited mandated o provide $56.5 million facility to fund Angas Zinc project.
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TERRANIN AUSTRALIA LIMITED

CHAIRMAN’'S REVIEW

| am writing this as | return from a visit to our Tala Hamza project in Algeriz,
combined with a meeting of the board of Western Mediterranean Zinc SpA, our
subsidiary and joint venture vehicle holding the project. | was pleased with the
advancing state of the facilities —~we now have modem core logging sheds and
containerised storage for the core. The mineralised core is cut then sealed in
nitrogen filled plastic bags fo prevent oxidation of the sulphides. Haif the core is
sent for analysis, and the rest retained for reference.

After some delays in customs, our second rig was on site. It will enable us to
drill wider diameter at greater depths, and in particular, to drill beyond 560m
with confidence. Althcugh the main deposit is intensively drilled, the margins
are open because of the limitations of the originat drill equipment. The core
zone is untested to the south and we expect some millions of tonnes of high
grade could be added 1o the resource. in early January we reporied the spectacular first resuits of our program
~these appear in the Oued Amizour project section of this quarterly. The assays conformed ciosely with the
results from the 40 previous ORGM holes, which are therefore likely to be abie to be used in estimating a
JORC standard resource in the next months.

While in Algiers | met with the Minister for Siate Shareholdings and investments, who oversees the
privatisation process and our partners in the project. He pointed out that the mood in the country had recently
shifted to an acceptance that improved conditions would flow from increased foreign investment and expertise
in the mining and other sectors of the economy. | have cerlainly experienced this in meestings, where the main
questions revolve around how soon the proiect can start to provide jobs. We also discussed a role for local
investors within Algeria and the potential for capital raising, which the Minister said was high. The Minister
encouragad us fo consult with the small local stock market and we will explore this as the project develops.

The Minister of Mines and Energy alsg kindly met with me to discuss how to overcome problems with taxation
exemption for contracts, such as used for the drilling, and gave instruction that these be added for exemgtion.
He had recently been of great assistance in overcoming problems in importing items for exploration for our
aroject and this will benefit all mining operations in Algeria. The mining industry in Algeria is therefore assured
of cocperation in resolving difficuities. | told him that we needed assistance if we are to mainigin our schedule
e achieve early production. This involves completing pre-feasibility in the next year and bankable feasibility in
2008, a tight schedule for an initial 1.5 million tonne per annum operation, but its tocation, only 10km from a
deep water port and city, make it achievable if supported by the government.

As | write we are still experiencing delays in reguiatory approvals for the Angas operation, despite the
equipment being on site to start the boxeut, and all studies completed and reported. We have received some
advantage by being able to negotiate & new financing package with potential cash flow benefits for Terramin.
These are the result of a shorter hedging term, incorporating roliing and more limited hedges combined with a
lower borrowing requirement. An additional benefit wilt be the provision of $10m in working capital available for
our projects, including Oued Amizour, by way of a convertible note issue to investec Bank.

My next letter wilt report the extent of construction at Angas, progress toward a resource at Menninnie, and we
shoukd be close to achieving JORC status for the Tala Hamza deposit. A recent research report by Austock
Limited highlights the impact that Tala Hamza could have on Terramin’s value — our resource base would rank
second in Australian listed zinc companies (the report is available from our website).

Kevin Moriarty
Executive Chairman
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PROGRESS DURING THE QUARTER

ANGAS ZINC PROJECT — Mining Lease 6229
{Terramin 100%)

The Angas Zinc project is located 2 km outside the fown

of Strathatbyn, 60 kim from Adelaide. The orebody culcrops
under a timestone quarry in a rural zone containing two waste
fandfitt dumps and effluent freatment ponds. Current zinc
resources in three shoots are 3.04 miltion fonnes. Mining
reserves are currently 2.2 million tonnes.

Feasibitity studies and a financial modet for a 400,000 fpa
underground operation were completed in July 2006. All fong
lead time capital items have heen secured. A fixed price lump
sum process plant contract is ready for execution.

Angas Mine Operations

Title, licensing and community

Mining Lease MLB22% was granted on sl August 2008. The
lease contained six conditions in the First Schedule and seventy-
seven conditions in the Second Schedule.

The Strathalbyn community consultation committes (CCC),
which is an important information sharing part of the Angas Zinc Proiect, met on a monthily basis to discuss the
issues raised by the mining and rehabilitation programme {MARP) approval process.

Key activities during the quarter included:

-*

-*

Ongoing discussions with PIRSA and other government agencies in an effort to refine the MARP and
ensure it addressed all licence conditions.

The EPA licences will now be granted in concert with the MARP.

Applied to and received approval from the Department of Water Land and Bicdiversity Conservation
{DWLBC) for the use of water under the Natural Resources Management Act {2004). The approval
was granted as Authorisation No. 121634,

Resubmission of the MARP in December for government review.

The Angas Zinc Project will operate with world’'s best practice incorporating the most modern tailings storage
facility {TSF) design and construction, and greenhouse gas abatement strategies.

Operations

The focus for the quarter was negotiation with landowners on purchase of the necessary property for the
Angas Zinc Mine and obtaining the necessary waivers to allow operations.

Activities progressed during the quarter and on-going at the pericd end inciude:

-*

-*

Finalised detailed TSF design incorporating & double HDPE liner beneath the decant pond.

Letting of the boxcut cantract to Exactmix Pty Lid of Adelaide. The contract involves ail earthworks
including the TSF construction. Work will commence on approvatl of the MARP.

Letting of the power infrastructure contract to ETSA Utilities for the provision of the power substation
and associated supply lines. This work has commenced.

Appointment of key personnel including the general manager — Angas zinc mine, and the manager -
mining.
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+  Agreement was reached with the major landowner for the purchase of their property. The contract was
signed in December 2008. Other discussions on minor land acquisitions are proceeding.

+  The maijority of waivers necessary for operation have been obtained. The cutstanding waivers are the
subject of Wardens Court proceedings to be heard again in February 2007,

Environmentai Issues

A three monthly Angas zine mine environmental monitoring report for the period ending September 2006 was
prepared and submitted to the CCC. This is not a condition of the lease but was prepared as part of the
ongoing information sharing process. The report for the three months ending December 2008 is currently in
preparation.

Capitai cost
The gverall pre-production capital construction cost, environmental bonds plus working capital and owner's
cost to post first shipment revenues is estimated at $67.2 milkion.

Second-hand office accommadation has been found and has been delivered to site. This will allow speedy
commencement of the boxcut contract following approvais white reducing capital cost.

Metailurgy

Metallurgical test-work was completed with the lock cycle testing of the last quarter. No further work was
performed during this quarter. The only outstanding test-work relates to some optimisation fiotation testing o
reduce reagent costs without impacting on recovery or grade.

Exactmix vehicles located at Angas ready for boxcuf excavation
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Angas Mine Financing

In Becember, Terramin mandated Investec Bank {Australia) Limited {investec) to arrange the financing for the
Angas Zinc project. Investec replaces the financing mandate announced on 24 August 2008. Investec have
been mandated to provide a $56.5 million facility with further $10 million of funding to be provided by Sempra
Metals and Concentrates Corporation. The indicative terms call for Terramin to contribute $7 to $12 million of
the project expenditure.

Under the new financing mandate hedging requirements are 50% of production for an average of 13 months.
This is substantially less than required under the previous mandate. The new mandate also enables Terramin
i access increased cash flow.

Investec are currently undertaking their credit review with credit approval expected to be received in early
February.

Expioration — Diamond Driil Programme

During the guarter limited exploration drilling was underiaken. Most work comprised geotechnical operations
such as soil testing for mine plant footings, on-going hydrogeological investigations, and the grouting and
rehabilitation of old dril! holes in preparation for mining start-up.

Four expioration diamond drill holes were completed during the quarter {see table below for details). Two of
the holes {AN136, 145) were extensions of previous drillholes.

Q4 2006 Exploration drilling ...

e Collar Cobrdina_tg_s_ R h HE " h
Holeip . Memsess . mem ob TN mee  m
e East North AR SATEERER BT B . . .
ANTagext 310756 6067335 70778 80 NGz Tases Rankine Down.Dip
ANt45ext 310882 6006647 &5 -850 277 N2 516.0 Ranking Down-Plunge
AN156 310775 6067240 A 7 566 NGE T E103 Rankine Down-Dip
ANTBED1 310775 6067240 77775 269 NG2 4870 Rankine Down-Dip

All four holes targeted the main zone at Angas down-plunge or down-dip from the Rankine orebody. AN158
and AN156D1 {wedged from AN158 at 251 m) tested extensions {fo a steep north-dipping, mineralised zone
which corresponds to the southern limit of the Rankine orebody (see longitudinat section below). Both holes
intersected intervals of base-metal sulphide minerzalisation {sphalerite + galena + chalcopyrite) varying from 1
to 3m width which are interpreted {o be extensions to Rankine mineralisation.

AN138ex! tested a zone below the Rankine orebody for potential parailel ore zones. The hole intersected
chalcopyrite-rich mineralisation with minor sphalerite hosted by main zone. AN145 tested the down-piunge
position between ANDO16 and AN10S at 8096700N and intersected a thin zone of massive pyrrhotite
mineralisation with minor sphalerite.

Assay resulis are still awaited from these holes drilled during the quarter.

Assay resulis were received in the quarter for several holes drilled in the previous quarter - AN138, 142, 144,
results are shown below. Hole AN138 returned only anomalous Zn-Pb values, confirming the southern limit of
the Rankine ocrebody. Holes AN142 and 144 from the Dawson Anomaly returned weakly anomalous Zn-Pb
values. A downhole electromagnetic survey is planned for early 2007 to determine if additionat drilling of the
Dawson Anomaly is required.
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Q4 2006 Assay Resufts - ..

i-i.#ie_ ED Target Dniied :: To Interval %Zn %Pb .' %Cu gt gltAu
e T T Ty ) MY T e Ag.. o T
ANT3ZDT T Rankine Qs T T Assays in Progress

AN133 Eastern Q206 Assays in Progress

AN136 Ranking Q4-06 Assays In Progress

AN138 Ranking (32-06 400 406 8 0.01% 0.13 0.2 2.5 <0.01%
AN142 Bawson G2-06 49 50 1 .02 < 0.1 < <
AN142 Drawson G2-06 183 183.6 08 £.02 0.04 0.1 < <
AN144 Bawson (2-06 381.1 381.8 0.5 0.06 < 0.2 < <
AN148 Rankine 3-08 No Significant results

AN151 Eastern (3-06 No Significant results

AN151 Eastern 33-06 No Significant results

AN156 Rankine Q4-06 Assays in Progress

AN1568D1 Ranking Q4-06 Assays in Progress

Longitudinal Section (South-North} of the Rankine and Garwood orebodies
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A reappraiszl of the Western Zone during
2008 involved re-logging drilicore from
the pre-Terramin era. The Western Zone
was often not recognised in early
drillholes. A previously untested section
of suiphide-mineratised core from ANQOS
was sampled for assay. The intercept
returned a wide interval of strongly
anomalous Zn + Pb mineralisation: 25 m
@ 0.28% Zn and 0.20% Pb between 380
and 405 m (see cross-section 8087200
below}. There are very few dritthole
intersections of the Western Zone at
Angas and recent assay results confirm
the prospectivity of this zone.

TERMAMIN AUSTRALIA LIMITED

ML 6229

Arpmmles Podn
5m B 2%Ph 08I0

RANKINE
OREBODY -

e,
e,

i Wit fomt ©

HSECTION .
{locking north}

BOGTZ00N

B

Cross Section 6097 200N showing Westem Zone infersection in ANOGS
with location of anomalous ZnPb mineralisation.

FLEURIEU REGIONAL EXPLORATION

Bremer — EL 3641 wvas 2839
Currency Creek — EL 3128,
Langhorne Creek — EL 3310,

Hartley — ELA 417/06
{Terramin 100%)

Terramin's Fleurieu Project exploration
ticences cover an area of ~1,000 km® of
stratigraphy and geologicat structures
prospective for Angas-style Zn-FPb-Ag
deposits, Kanmantoo-style (Cu—Au)
deposits and possibly nicketl sulphide
deposits.

Terramin's understanding of the area has
been enhanced with the acquisition of
regionatl airborne geophysicat data.
Interpretation of the airborne geophysics
data has identified six areas with Angas-
like signatures within the tenements.
Ground geophysical surveys beginning in
late January/early February will better
define the airborne geophysics signature
grior to drilling.

Terramin has been awarded $55,000

PACE funding by the government of South Australia for a drilling program to target the Harriett Hill airborne

geophysicat anomaly, 20 km east of Angas.

No new fieldwork was conducted on the Currency Creek and Langhorne Creek tenements during the quarter.
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OUED AMIZOUR ZINC PROJECT, Bejaia, Algeria
{Terramin 65%)

The Oued Amizour zinc project is centred
on the large voicanic hosted hydrothermat
Zin+Ph deposit, Tala Hamza. it is located in
northern Algeria, only 12km from an
international airport and shipping terminat in
the western Mediterranean, and is close fo
Europe and zine smelters in Spain and
Sardinia. Infrastructure includes power,
waler, roads and labour force on site.
Published rescurces by ORGM are 30Mt af
6.9% Zn+Fh (6% cut-off and 98m thickness) ; L T
with a core of T1Mf af 13.9% Zn+Fb. - - cx‘ﬂi?}éﬁgﬁé‘é‘%ﬂ{*ﬂ_}

Terramin's interest is held via a 65%
shareholding in an incorporated Algerian
company Western Mediterranean Zinc SpA
{WMZ). Terramin will spend at feast

{1586 .5m up to decision o mine.

important Note

The resource estimates for the Tala Hamza deposit were prepared by ORGM, the Algerian Government
exploration agency, and widely published. {Le nouveau gisement de Zinc-Plomb de Oued Amizour {Wilaya
deBejaia) - Presentation, Reserves et traitement DETP Juillet 1998). The estimates used a Soviet system that is
not able to be directly compared to JORC categories. While it is possible that the resource will not become JORC
compliant the ORGM estimate is believed reliable since it is backed by more than 40 diamond drill holes,
thousands of analyses and detailed geological logging and interpretation by well trained geologists. The addition
of recent data from one or more holes heing drilled now may be sufficient to estimate a JORC resource. Terramin
has engaged Golder Associates fo advise on measures required to meet JORC requirements. Terramin is
undertaking an infill drill programme and studies that will enable estimation of JORC compliant resources and
reserves.

Tenure

Exploration Permit 5225 PE was granted o WMZ on 7" August 2008 for a term of 3 years. The permit covers
122.76 square kilometres and can be renewed at the end of the initial term {August 2009).

WMZ Operations update

The exploration and evaluation feam is growing as drilling and mining studies are ramped up. A second
diamond drill rig is operating {effective 29 January 2007) and scoping studies continue with initial reports
received from Golder & Associates and Worley Parsons Komax,

The operations base at Amizour is continuing to be upgraded with the addition of a core-logging shed, core
storage facilities and geotechnical testing equipment.

Logistics and services were a focus during the quarter. Water supply, access track upgrading and drill pad
establishment activities were carried out to ensure exploration and drilling were not interrupted by weather.

Additional staff appointments include Dr Belkacem Touahri as directeur général, WMZ. This is a statutory
position in Algeria, equivalent to managing director in Australia. Staff numbers have increased from 7 to 10
during the quarter. Additional appointments in the current quarter will likely include 2 geologists, a field
assistant and a procurement / logistics officer.

Dr Touahri brings very valuable expertise and management experience to the company. He started work as a
geologist in 1968, completed two doctorate thesis on carbonate-hosted lead-zinc ore deposits in Algeria and
was actively managing Algerian Government exploration programmes for more than 20 years, including the
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\ER

major programmes at Cued Amizour. He held the position of executive manager at ORGM from 1892-98.
Immediately before joining WMZ he was president and directeur général of Bental SpA, an Algerian bentonite
preduction company {2001 to Sept 2008).

The arrival of the second drill rig has seen the appointment of 8 local staff to further support operations, with
the drilling contractor, Spekira Geotek employing 4 drilling offsiders and WMZ has added 2 additional drivers.
They include 4 peoptle from the village of Ait Bouzid located in the valley adiacent to Tala Hamza.

Cued Amizour Exploration Programme (5225 PE)

The exploration programme comprises three phases at Tala Hamza :

+ aconfimation phase aimed at establishing that the existing data is reliable and suitable for inclusion
in JORC compliant resource calculations,

+ an infill phase to transform the published resource into an indicated JORC resource, and

+ an axpansion phase to explore for extensions of the known mineralisation to the south.

Planning of an exploration programme for satellite deposits close 1o Tala Hamza is underway, particularly

targeting identified potential for open pit resources.

Taia Hamza Deposit

Confirmation phase

In Quarter 3 2008, THG01 confirmed the presence of low temperature hydrothermal mineralisation at 340m
within 5 metres of the predicted depth. Bue to technical problems the drilt hole was stogped at 409m, in
massive sulphide mineralisation. The hole will be extended at a later date.

Two other holes, THO02 and THOO3, cored the entire deposit in the last quarter of 2008, THO04 was
completed in January 2007, Al holes intersected mineralisation at the predicted depth.

Drill hole statistics - Tala Hamza Deposit - Qued Amizour Zinc Project . 70w 7 ———

e e e e e

; -Hole ID o5t RL(mj @ Bip A(zjnm?;ih Hole Type .~ - Depth (m) = Tat
THE01 ORGM 376756 703960 . 218 . 90 Z?higfg%g 409 miz’": X‘Eggge y
THE02 ORGM 376745 704010 0 210 90 - HQ10 3513 ; 5477 Core Zone
THE03 ORGM 3BRTT 0 TO38R8 | 178 90 4291 Zif}f‘;’if@ﬁ;fn
THO04 376718 | 704036 | 209 90 574.3 Core g’;\‘gﬁg‘”“ to
THOO5 376690 | 703910 90 Cg"g%‘f‘g‘fd Core Zone
THOOS | Spekta | 37890 | 703962 90 ; C{;%‘%‘f%{fd Care Lone o
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THOOZ intersected a thicker than expected mineralised horizon from 321.10 to 508.8m. The core was then
prepared and sent fo Australia for assaying and metaliurgical testing.

The assays showed 184 metres of mineralisation grading 6.58 % zinc + lead. Within this section was 64.0
metres assaying 10.89% zinc and 2.25% lead inciuding a 13.75 metre intercept assaying 24.268% zinc
and 4.14% lead.

Summary assay results TH002 - Tala Hamza Deposit - Oued Amizour Zinc Project - s

- m)

s
including 349.0 E. :z |
inciuding 34604130 e40 1086 225 <0.005

THOG3 intersected mineralised horizons from 168.7m o the end of hole at 429.1m. Core samples have arrived
in Adelaide for assay and metallurgical testing. The mineralisation intersected is in line with predictions based
on nearby ORGM drill intercepts

THOO4, located tm from ORGM OAS8, was compieted in January 07. It intersected mineralised horizons from
325m to 500m, also in line with predictions. Core from this drill hole is being sampled for analysis in Australia.

Results to date are encouraging as they conform with the geological data produced by ORGM in the 1980°s. In
particular assays obtained from THO0Z are similar to the resulis obtained by ORGM.

Prefiminary metallurgical testwork has commenced with first resuits expected in March.

Spekira commenced driling THO08 on 29 January 2007 with a powerful diamand rig. The hole is designed to
twin ORGM drill hole OA100 to provide statistical support for including the ORGM holes in JORC resource
estimation.

i A
........................ %j;j* B S
%é /
&
Sy
E s .
RN O (OO ek |
: ;s :
ﬁg) / :
e 5
iy L
g : _ : o
-~ Qﬂ“ﬁ? ;&TI—{}CP
- - 00 . .
S~ : o |
°°°°° fol. | e e 00T T
- : L :
~ N THEE :
e L :
: - — : :
TS I T
4 ORI DRILL HOLE b B B
& TERRAWNIAT TRE.L HOLE . : L ¥ 4
: : f & T~ :

Tala Hamza deposit - dnili hole focation plan

Page 11 of 20



RN AUSTRALIA LIMITED

Brrill Holes THOG1 and THOO0Z - EW section 376740N
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Tala Hamza infiil exploration programme

ORGM drilled on an uneven grid pattern of approximately 100-120m. The infil drilling programme (about 25
holes) is designed on a 40-50m grid spacing. The first phase of six holes is in progress. The second and third
phase are scheduled to commence in the current quarter.

Expioration Permit 5225 PE — regionai exploration

Work on the 125 square kilometre exploration permit surrounding the Tala Hamza deposit involved acquiring
satellite imagery, and drilt hole digitising and data entry for later compilation and evaluation.

Several prospects were investigated by ORGM whilst the main Oued Amizour {now Tala Hamza) deposit was
under investigation. The work includes geological mapping, ground geophysics, costeaning and diamond
drilling {over 100 holes have been drilled in the area). Results from this work inciude :

+ 12 diamond drill holes have detlineated mineralisation at Bouzenan, 5 kilometers S8E from Cued
Amizour, on the same NNW - SSE structure: ORGM estimates were 662,000 tonnes at 2.5% Pb,
1.18% Zn or 338,000 tonnes at 4.5% Pb and 1.44% Zn.

+ B holes have been drilled around Ait Dall to the east of Oued Amizour. They intersected alteration
zones and mineralised horizons.

* About 8 holes have explored the area of theddadéne to the west of Oued Amizour and found
pervasive hydrothermal alteration and mineralised horizons.

Planning of an exploration programme targeting potential for satellite deposits within a kilometre or two of Tala
Hamza is underway and efforts have recently been directed to the potential for open pit resources within the
entire permit area.
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Location map showing regional exploration areas for future follow up by WMZ
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Tala Hamza Project Studies

The quarter saw compiletion of a significant portion of the desktop mining study. Consulting companies Golder
& Associates and WorleyParsons Komax sent feams to Algeria and Oued Amizour. The objective of the
desktop is two-fold, firstly to provide an improved understanding of the project environment and secondly to
contribute e an information pack that will be sent out with tender documents to consulting firms for the scoging
and pre-feasibility studies.

WorleyParsons Komax brief was to collect baseline information in the areas of social and human heatith,
existing and pianned infrastructure, security and some environmental aspects. A special focus was the Bejala
port facility.

Golder and Associates have three briefs.

1. 1o ensure that the geoclogical, mineralogical and geo-technical data is collected and audited 1o the level
of detail and quality required for a bankable feasibility study.

2. o assist and oversee a verification process of the ORGM drilling and assay data and support
modelling for estimation of JORC compliant resources and reserves.

3. o dentify sources of information and technical support in the region, including understanding the
hydrogeology, climate, seismicily, mining and environmental framework, water supply, manage
Geographic information Systems, and developing a scope of work {o start the environmental base line
study.

WMZ is progressively gearing up to perform most geotechnicatl tasks using its own geologicat staff with regular
review and audit from Golder & Associates

Project study activities for the 1% Quarter 2007 include:
1. initial metaliurgical and acid mine drainage test work;

2. evaluate whether the option of “declining & drilling from the decling” and/or using RAE drilling is better
than current drill programme;

3. initiating some aspects of the environmental baseline study;

4. despatch of tender documents 1o consulting firms for the scoping and pre-feasibility study.

Spekira drill g on location Tala Hamza (THO06 commenced 29 January 2007}
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MENNINNIE METALS LIMITED
Menninnie Metals Lid {Terramin 80% and Zinifex Ltd 20%)

PROGRESS DURING THE QUARTER

Menninnie Zinc Project — EL 3640
{Menninnie Metals Lid 100%; Zinifex Australia Lid earning up to 70%)

The Menninnie Zinc Project, EL 3640, is
located on noithern Eyre Peninsulta South
Austratia, about 160km west of the lead
simetter at Port Pirie. The project
ancompasses the largest known lead-zinc-
sitver deposit in South Australia.

During the quarter Zinifex earned a 45%
interest in EL 3840 with their cumuliative
exploraticn funding reaching the $5 million
hurdle.

Induced Polarisation Survey

Search Exploration Services commenced a 30 line km 1P program on 1% October. Encouraging preliminary
interpretations led to an extension of the survey to the south. The survey fotalled 50.5 line km and was
completed on 26" October. Initial interpretations identified targets warranting immediate drill testing during
the remaining 3 weeks of the 2008 drill campaign.

Lriil Program

Drilling during this quarter initially focused on areas where previous exploration had cutlined significant zine-
lead-silver mineralisation to the north and scuth of the Menninnie Central zone, and then on preliminary testing
of new IP anomalies to the south. During the quarter diamond drillholes MD62 to MB69 and RC drillholes
MRCO01-MRCO08 were completed totalling 881m RC exploration, 666m RC pre-collars, and 1862m diamond
core,

The current phase of drilling ended on December 1%, Samples from all significant intercepts in all drillholes
except the most recent diamond drillhole (MBB9) have been submitted for assay.

MDG9 is the first effective drilthole into an extensive IP target zone two kilometres scuth of Menninnie Central.
It intersectad several encouraging alteration envelopes, two of which contain significant galena and sphalerite.
This IP anomaly and several other new anomalies in Menninnie South (see below) warrant further drill testing.
Holes drill by previous explorers did not test the anomalies.
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TERAAMIN AUSTRALA LT

» Veresis Dlgmond & prcy ” =;
RC Drilt Hode i Prbsiaatn
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Drilthole focation diagram highlighting most recent holes, Induced Polarisation (1P} anomalies on aeromagnetics
background

Page 17 of 20



AN AUSTRALIA LIMITED

DHID -Prospect -~ Easting - :Northmg ©. Total . -Collar © = Collar - Teeo-Comments
o L e . Depth - Dip " CAgimuth et
___________ MDE2 | MDNorh | 633222 | 6385795 6548 70 270  Exiensive encouraging aiteration

Diamond tail on RCPD3E —
defining southern extension of
MD63 - MDCentral & 633102 = 6386 _MD Central mineralisation.
.MDS 633018 -
MD South 633014 8386342
- MD SOUth 633010 6386345 » 249‘1 ........ e e e e PR
Deviation from ongmai MDB6
path after cementing zone of
______ MDE8D1 . MDSouth . 833010 . 6388345 . 3809 270 ... brokenground
New 1P anomaly MD Central ~
ME Central low grade mineralization in
MDB7 East 633425 63860942 309.9 -G8 g0 breccias
Projected MDE5S mineralisation
MDE8 . MDSouth | 6330190 & 6386202 | 2289 . 70 . 270 . position offset by fault
IP anomaly. Ph-Zn
mineralisation in carbonate-
MD8&9 MD South 633410 6384696 0 : altered volcanics
i Testing shallow Ph-Zn
_MRCO01 - MDNorth = 633690 = 6387745 - 108 . 80 90 anomalies T
Testing shaliow Pb-Zn
MRCQ02 MEB North 633780 6387945 270 ¢ angmalies
: Testing shallow Pb-Zn
MRCO03 | MD North 633415 8388145 84 90 . anomalies
| Testing shallow Ph-Zn
MRCO04 | MD North ~ 833510 . 6388145 104 270 nomales
Testing shallow Pb-Zn
 MRCO0S . MDNorth 833415 6388095 & 85 90 anomalies B
: Testing shallow Pb-Zn
MRCQ08 | MD North 633360 8388095 117 80 . anomalies
. Testing IP anomaly. Visible
MRCO07 . MD South ¢ 832969 | 6385110 . 204 -60 270 o gBlena 102-100m
Weakly altered volcanics - IP
MRCO08 MD South 632005 8384708 205 B0 270 anomaly not explained

Typical fine-grained Pb-Zn mineralisation from recent drilling at Menninnie South (MD66 @ ~150m HQ core)
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Significant assays and mineralisation to date, including assays pending from holes drilled during the previous
quarters, are:

DHID

Prospect. |

S Yo - Interval | -Au -

i\ﬁ\ﬁhc'entral

MDBOW

- MD Central |

. MD5SOW
MD53

VD Central |

MD54

| MD North

MD Centra

MDs4
indl. MD54

Incl. MD54

MD54

MD5
D5

MD58§

MD South

- MD59
s

MD North

13.20

MD6S

MD62

MD North

MD 6éﬂtral'"é

. Progress

MDB5
s

MD South

- Progress

MD68

. Progress -

. Progress

MRCO001

WD North

- Progress

MRCO02

NID North

. Progress |

MRC004

MRCOG7

Expioration next 3 months

Upon receipt of cutstanding assays al! drilling and geophysical data will be integrated info a Vulcan
mineralisation model for resource evaluation and ongoing exploration programmes. RC and diamond drilling
of new |P targets north and south of the Menninnie Central zone is planned to commence when the drilling rig
becomes available again late in Q1-07.
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Ingomar — EL 2969
National Trig — EL 3039
Phar Lap — EL 2987

{Menninnie Metals Lid 100%)

The potential for discovery of both Cu-Au-Ag-
U-REE deposits assoctated with iron oxides
and Pb-Zn-Ag minerat deposits within these
tenements is considered to be highly
favourable. There is also considerable potential
for sedimentary uranium, gold and precious
metal deposits.

There was no exploration expenditure on these
tenements during the quarter.

s
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