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QUARTERLY ACTIVITIES REPORT
ENDING 31 DECEMBER 2010

e Maiden drilling program successfully completed with broad
intervals of magnetite reported in 8 out of 9 holes drilled

e Co-incident Cu-Ni-Cr soil anomalies at Far West and 3D
prospects with ultramafics

e Gold-in-soil anomalies identified at Main Grid Prospect

Camel Hills Joint Venture (Desert earning an initial 51%)

Camel Hills is a large project covering some 5000km? in the
southern Gascoyne Region of Western Australia (Figure 1). The
Project covers part of the northwestern margin of the Archaean
Yilgarn Craton and adjacent Proterozoic Errabiddy Shear Zone.
Desert is earning into an initial 51% interest in the project from
Aurora Minerals Limited.

During the quarter a total of 9 reverse circulation holes were drilled
on 5 lines across the outcropping magnetite-quartzite units.

e Best results include:
o RC002 50m @ 21.2% Fe from 40m
* Including 12m @ 29.2% Fe and,
8m @ 29.9% Fe
o RCO003 38m @ 23.6% Fe from 30m
* Including 28m @ 26.4% Fe
o RCO005 36m @ 26.6% Fe from 40m
* Including 28m @ 29.6% and,
2m @ 34.8%

The assay results are shown in Appendix 1. The holes cover a
3.5km strike length of outcropping magnetite quartzite which can be
traced by air-magnetics for a further 3km to the south beneath
shallow cover.

Corporate

e Desert’s cash position at quarter end is ~$2.3 million


http://www.desertenergy.com.au/
mailto:kbanks@auroraminerals.com

MAGNETITE IRON ORE

T21 Prospect was identified by Desert from prospecting and surface sampling as having size
potential for a magnetite iron ore deposit. Reverse Circulation drilling, comprising one or two
angled holes on five section lines, has been completed in this initial test phase; a total of nine
holes for 1161m drilled (Figure 2). These were designed to test for thickness and grade
continuity, and to provide larger samples for preliminary metallurgical testwork.

The northern 3km of the airborne-magnetic anomaly appears as outcropping magnetite-quartzite
units while the remaining 3.5km of the anomaly is considered to represent the extensions of these
units beneath sand cover.

Seven of the holes were drilled into outcropping magnetite-quartzite with a strong magnetic
signature and two were drilled into the airborne magnetic anomaly beneath sand cover. All but
one of the holes recorded significant magnetite iron content suggesting the unit is mineralized
over its entire interpreted 6.2km length (CHT21RCO010 is considered to have possibly drilled over
the top of the prospective unit).

Previous beneficiation testwork undertaken on rock-chip samples from other magnetite-quartzite
prospects in the project area has yielded up to 70% Fe in concentrate. The testwork on four
samples demonstrated that the magnetite is quite crystalline and would produce a high quality
concentrate if crushed to -75um. The concentrates displayed high iron and low combined Si, Al
and Phosphorus, potentially yielding a premium product.

Further Davis Tube testwork (“DTR”) will be conducted on selected samples from the T21 drilling
to determine the recovery properties of the magnetite iron. The raw assay data and previous DTR
work completed on rock chip samples from the project area suggests that a high grade
concentrate with low levels of impurities can be produced from the Camel Hills magnetite iron-ore.

GOLD TARGETS

A soil sampling survey was conducted over a 3km strike of the intensely sheared zone at the Main
Grid Prospect within the regional ESE trending Errabiddy Shear Zone in the northern part of the
Camel Hills Project (Figure 3).

Results define a series of coherent gold anomalies over 2.2km strike. The largest is 700m long by
250m wide, peaking at 226ppb gold and coincides with the zone of intense shearing and quartz
veinlets at the Main Grid prospect. A second anomaly lies 800m along strike on the edge of the
sampled area, peaks at 169ppb gold and is open to the northeast suggesting continuation of the
shear zone.

Results confirm the gold-bearing nature of the shear zone at Main Grid and indicate extensions to
the northwest, an area which has yet to be prospected and where historic gold-in-stream
anomalies remain unexplained. Ground follow-up is planned to better define the gold zones prior
to delineating drill targets.



Figure 1: Camel Hills — Prospecting Targets
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COPPER-NICKEL TARGETS

Soil sample results have now been received from surveys conducted by Desert over four small
ultramafic intrusive units, three of which were previously unknown.

Chrome and nickel soil values can be used to define the ultramafic, with copper being a good
indicator of the original presence of sulphide mineralisation, especially within or along the base of
the intrusive body. Follow-up prospecting and an airborne EM survey are planned for the 2011
field season to define drill targets.



Figure 2: T21 Magnetite Prospect —Drill Section Traverses
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Figure 3: Main Grid Gold Prospect
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At Far West and adjacent 3D ultramafic prospects, anomalous chrome (to a maximum of 930ppm)
forms broad coherent anomalies which closely outline the two ultrmafic intrusives (Figure 4). At
3D, anomalous nickel (to a maximum of 298ppm) correlates with the chrome forming a 1300m
NW by 400m EW anomaly. Copper is weakly anomalous (with Cr and Ni) in a 400m by 150m wide
zone along the western edge of 3D.

The Far West intrusive lies 2km to the west of 3D and airmagnetics suggest it is 2.3km NS by 1km
wide. Anomalous soil chrome values occur in the southern 1.3km of the intrusive, north of which it
is covered by a local creek system. Nickel is sporadically anomalous within the chrome envelope.
Copper forms a series of discrete anomalies along the south-western edge.

Prospecting by Desert earlier in the year discovered the previously unknown Far West and 3D
ultramafic complexes. Surface outcrop is sporadic with extensive lateritic cover. Rock-chip
samples of gossanous and lateritic surface material assayed up to 5.2% Cr, 4260ppm Ni, 818ppm
Cu and 1920ppm Zn, with anomalous Pt and Pd (29 and 14ppb respectively).

To the north, at the Innouendy Prospect, historic lag sampling had broadly identified an ultramafic
intrusive. Desert’'s more detailed soil sampling has defined a 2km long by 700m wide body with
anomalous nickel along its western edge (possible base of the intrusive).

Results of the soil sampling program confirm the presence of ultramafic intrusive and highlight
Cr-Ni-Cu anomalies as indicators of potential sulphide mineralisation.



Figure 4: Soil Sampling Contours — Far West Prospect
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BACKGROUND ON THE CAMEL HILLS JOINT VENTURE

Under the terms of the joint venture agreement, Desert can earn a 51% interest in the Camel Hills
Project from Aurora Minerals Limited by sole funding the first $3.8 million of exploration
expenditure. Desert can elect to continue sole funding to earn an additional 19% interest in the
project, for a total 70% interest.

CORPORATE

As of 31 December 2010, Desert Energy had approximately $2.3 million in cash.



Martin Pyle Robert Taylor
Executive Director Executive Director
+61(0)429 999 552

The information in this presentation that relates to Exploration Results, Mineral Resources or Ore Reserves is based
on information compiled by Dr Robert S Taylor, a Member of The Institute of Materials, Minerals and Mining.
Executive Director of Aurora Minerals Limited and Desert Energy Limited, Robert Taylor consults to the Companies
through his respective consulting company Able Kids Pty Ltd.

Robert Taylor has sufficient experience which is relevant to the style of mineralisation and type of deposit under
consideration and to the activity which he is undertaking to qualify as Competent Persons as defined in the 2004
Edition of the ‘AustralEapiliana€Code ResuRéporMingraf Resou
Taylor consents to the inclusion in the presentation of the matters based on this information in the form and context in

which it appears.
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brokers and investors. The website contains information
Company’s announcements to ASX, i nf or mat i on rocess aildheritagee T i
surveys) including the Desert Energy Prospectus, the legislative environments under which the Company operates,
Corporate Governance, a section on risks, many of which are common to exploration companies, and other useful
information. Al i st of the Company’s announcements is achage. obt ain

If you would like copies of announcements emailed to you, contact Ken Banks.



Appendix One: Assay Results Camel Hills T21 Magnetite Iron Prospect

Hole MGA Eas|{ MGA North |From (m] To (m)| Interval | % Fe | Comments
CHT21RCO001 467600 7134000 0 34 34 19.0 oxidised
incl. 12 16 4 26.8
incl. 24 34 10 29.1
and 40 60 20 21.1
incl. 46 54 8 27.7
CHT21RC002 467640 7134000 40 90 50 21.2
incl. 46 58 12 29.2
incl. 62 68 6 25.9
incl. 78 86 8 29.9
CHT21RC003 467100 7133200 30 68 38 23.6
incl. 38 66 28 26.4
CHT21RC004 467280 7133200 128 152 24 11.0
CHT21RC005 466720 7132400 40 76 36 26.6
incl. 42 70 28 29.6
incl. 74 76 2 34.8
CHT21RC006 466840 7132400 16 22 6 17.9 oxidised
incl. 2 26.3
CHT21RCO007 466440 7131800 8 16 8 16.7 oxidised
incl. 12 14 2 24.5
CHT21RC008 466480 7131800 32 40 8 25.0 oxidised
incl. 32 36 4 35.1
incl. 38 40 2 26.3
and 48 52 4 21.7 oxidised
incl. 50 52 2 30.2
CHT21RC009 465840 7131000 0 29 hole abandoned
no significant
CHT21RC010 465840 7130997 0 131 assay
NOTES: Datum used GDA94 ; MGA Zone 50

All holes drilled 60° to the west
Hole CHT21RCO010 is a re-drill of hole 9



