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HIGH PRIORITY EM TARGETS READY FOR DRILL TESTING

Metallica Minerals Ltd (MLM) is pleased to announite results of its ground electromagnetic (EM)
surveys over airborne EM (AEM) targets identified late 2005. The EM surveys and independent
interpretation thereof have confirmed five highopity EM conductor targets, for immediate drilltieg.

The primary exploration target is for nickel/golddemetal massive sulphide mineralisation. None of
these identified EM anomalies have previously beelh tested and represent exciting new exploration
drill targets.

At the Prospect tenement (75 km SW of Croydon imtiN@Id), two intense late time EM conductors
targets have been identified. Two strong condudtaxse also been identified at the Kokomo tenenrent i
NORNICO. There is also an interesting EM targehim Bell Creek NW prospect area.

The ground surveys were originally planned for Ntafgril 2006 but due to the effects of cyclone lyarr
and a prolonged wet season; this work had to beplmied in 3 stages; the most recent stage was
completed earlier this week. The ground EM programwas designed to better define and provide more
detailed data for drill site selection. The AEM dartor anomalies were generated from the AEM survey
completed by Fugro Airborne Surveys Pty Ltd over @reenvale South tenement, the North NORNICO
tenements and the Prospect tenement in late 2005.

The Ground EM surveys were completed using EM criéaist Outer Rim Exploration Services and
Quantec Geoscience with interpretation and modgtiompleted by Rama Geoscience.

In total 14 EM survey lines and one down-hole EMHEM) survey have been completed:

5 lines at the Prospect tenement — covering 3 adndtargets - the Warrior (2 lines), Prospect
Bore and Hidden One (2 lines) high priority AEMdets.

2 Lines in the Kokomo/Six Mile tenements - ovex Kokomo East (which also included a
DHEM survey) and Kokomo West AEM targets.

3 lines in the Mt Garnet region at the Bell Creektiwest, Rudd Creek and Moonmyata
prospects

4 Lines were completed over several Greenvale ShEW anomalies

Two additional EM lines were planned at the Minnatka and Kokomo prospects over other high order
AEM targets but have not been yet been completedalground access difficulties.

Prospect Project EM Conductor Targets

The Prospect tenement (covering 480 sq km’s) iatéat about 500 km WNW of Townsville and 75 km
SW of Croydon. The tenement is completely blankétgdedimentary cover (approximately 20 to 60m
thick) and is considered highly prospective foramge of minerals including nickel, gold, copper,
platinoids (PGE), titanium and vanadium hostedasdment rocks, dominated by a differentiated laere
mafic igneous complex.



At the Prospect tenement, 5 ground EM lines werepteted over three AEM targets (Warrior, Prospect
Bore, and Hidden Oneyee ASX release 2 December 20@5/ery strong EM conductor anomaly was
confirmed at the Warrior AEM target in the northemnd of the Prospect tenement by two ground EM
lines, one orientated N-S and the second orientatéd The conductor anomaly appears to be flatgyin

is approximately 800m by 300m in area and is ad®@@m below ground surface, seegure 1. The
intensity of this anomaly is four times strongeattthose seen at Kokomo and Bell Creek. This ground
EM anomaly has a coincident magnetic high and appeabe located on or near a major E-W structure
and along a NW-SE striking lineament. Historicalldroles located within the vicinity of this anoiga
(the closest being between 1 to 3 km away) intéegeguartz porphyries, brecciated granites, galdrad,
layered vanadiferuos and titaniferous gabbro.

Figure 1: Ground EM Conductivity Depth Image — Progpect tenement —Warrior EM Conductor
Target (Northernmost anomaly N-S line)

In the central portion of the Prospect tenemenrd, tthird EM survey line covered the Prospect Bore
prospect and AEM target area where a hole driltethe early 1980’s intersected high levels of tiiam

(Ti) and vanadium (V) within a layered gabbro. TRmspect Bore AEM conductor target (second order)
was located approximately 500m from the ProspecteBbi-V-Fe prospect in which a previous
exploration company drill hole (PB-02 (1986)) ireth980’s intersected 98m @ 15% TiO2 and 0.64%
V205. The ground EM survey did not locate a sigaifit conductive target on this line and this EM
target has been discounted.

In the southern part of the Prospect tenement lamaniost southern line of the AEM survey a high orde
AEM conductor, named the Hidden One target was edsdirmed. The AEM survey over the Hidden
One target recorded a big response and slow déeaylines of EM (one orientated E-W and the second
orientated N-S) have confirmed the high order AEMmaly which is approximately 400 m by 200 m in
area and the top of which is about 120m below gil@aurface, seEigure 2.

Figure 2: Ground EM Conductivity Depth Image — Progect tenement — Hidden One EM
Conductor Target (Southernmost anomaly N-S line)

Metallica is targeting Ni/Au/PGE-basemetal masswphide mineralisation associated with a layered
mafic intrusive complex beneath extensive overbur@® to 80m thick). Metallica is the first company
to complete an EM survey over this highly prospectjeological setting. Metallica has increased its



holding over the Prospect project area by applyangwo additional tenements surrounding the Prospe
tenement.

The Prospect EM conductor targets represent excelt drill targets and Metallica is actively
planning to drill these conductor targets with thefirst suitable drill rig which becomes available.

Kokomo Priority EM Conductor Anomalies

Two priority AEM conductors have been confirmed twiground EM traverses in the Kokomo and
adjoining Six Mile tenements.

The Kokomo West anomaly is located close to or witthe major Northeast — Southwest striking
Burdekin Fault Zone west of the Kokomo ultramafigtiand is modelled as a shallow easterly dipping
conductor body that is within 70—80m of surfaé&y(re 3). The Kokomo West EM anomaly is at the
northern end of a discrete 4 km long highly contheczone which is overlain by Tertiary age sands,
gravels and basalt flows of the McBride formation.

Figure 3: Ground EM Conductivity Depth Image — Kokomo West EM Conductor Target

In July06, one RC hole (KK-EMO01) was drilled inteetKokomo East AEM anomaly prior to the recent
ground EM survey. Drill hole KK-EM01 was drilled #® depth of 184m (the limit of the RC drill rig
capability) and intersected weakly silicified andnaralised metabasalt. A down hole EM (DHEM)
survey was recently completed and weak in-hole gotmls were identified which coincided with
elevated copper geochemistry in the drill sampleground EM survey was also completed over this are
prior to doing the DHEM and the combined data miede& significant conductor at +200m depth. The
DHEM survey indicated that the main conductor wasintersected by KK-EMO1 and it appears from
the data interpretation by consultants Rama Geosejethat the source of the conductor anomaly is
located beneath the existing hole. This interpi@tahas also been supported by the EM traverse.
Metallica intends to re-enter KK-EMO1 and extend tiole depth with diamond core drilling to test the
modelled conductor.

Mt Garnet Region -NORNICO North EM Conductor Targets

Ground EM lines were completed over the Bell Crekthwest target (a priority AEM anomaly), the
Rudd Creek prospect and the Moonmyata prospect.

A weak late time EM anomaly was identified at Beteek Northwest AEM target, the anomaly is located
immediately adjacent to outcropping serpentinite] has been modelled as dipping approximately®0 t
the east and comes within 100m of surface. A 250ha has been planned to test this anomaly, the dril
site has been prepared and it is planned to tifllhole in the near future. No conductors of digance
were identified in the EM traverses at Rudd Creekloonmyata prospects.



Minnamoolka

No ground EM survey lines were completed over thendmoolka prospect AEM target, as the area of
interest is on the edge of a seasonal wetland wisigiresently inaccessible. The AEM target will be
followed-up in due coarse.

Greenvale South

The EM survey over the Greenvale South tenemenhdidsubstantiate the AEM survey targets and no
significant conductors were identified.

Conclusion

The ground EM surveys have confirmed five high operity AEM targets which have now been better
defined for drill testing. The 3 Prospect targetscl(ding the Prospect Bore Ti-V-Fe prospect), 2
Kokomo and one Bell Ck NW targets will all be dtiéisted at the first opportunity.
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RC = reverse circulation percussion drilling

PGE = Platinum Group ElementsAu = gold Ni = nickel

Electromagnetics§M) = A geophysical method which measures artifigialduced electromagnetic fields from the sub-
surface, particularly useful in locating sulphidetai depositsAEM uses an airborne platforfaM refers to ground surveys,
andDHEM are surveys in drill holes.
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Reserves. Mr Gillies and Mr Smith consent to the inclusion in the report of the matters based on the information in the form and context in which
it appears.



