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e £585,000 before expenses raised from a share placing in September 2007 at 3.5p
e Impact of Typhoon Guba on operations in Papua New Guinea.

Exploration

Drilling began in the second half of 2007 at the Company’s Mambare lateritic nickel project in Oro Province,
Papua New Guinea. Although there is a road from nearby the project to the provincial port, communications with
other provinces are by air or transhipment from Port Moresby, and the terrain within the project area is deeply
incised tropical forest without road access and dependent on tracks. Therefore, on the advice of its resident
geologist, who has several years experience in the country, the Company has initially been operating with lighter
equipment, including man-portable drill rigs, transportable along tracks by teams of 4 to 10 men. Identifying
suitable equipment for cost-effective and efficient use has been a matter of trial and error, exacerbated by the
high demand and short supply of almost all categories of rig.

The Company began drilling in a small south-western portion of the Mambare licence close to the Kokoda-
Popondetta road and along the Aruma river valley which provides access, with the object of delineating a small
resource of limonite ore suitable for direct shipping.

43 Auger holes were drilled along three prepared east-west lines between August and November 2007 for
278.7m of drilling. With bits and equipment for conversion to diamond drilling not arriving on schedule, the drill
penetration was affected by any encounter with boulders or rock fragments. Despite shutting down for a period
for adjustments, results did not significantly improve. The rig was put on standby in November awaiting the
delivery of HQ diamond drilling equipment, when severe floods associated with Typhoon Guba terminated the
2007 programme.

A small wacker drill and drill string were after delays delivered in October, and 26 wacker holes for 124m of
drilling, including some duplicating the earlier auger results, were drilled over the next month. These holes were
drilled on sections 21600N (CAWO008-019), 22000N (CAW054-059) and 22800N (CAW060-067). The
easternmost hole on Section 21600N, CAW019, intersected ore grade material, with 3 metres of 0.95% nickel.
To the west the holes were collared on alluvial flats. Drilling needs to be continued to the east on the higher
prospective country.













































