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Appendix D 
VERONICA WEBSTER PTY. LIMITED      
(Incorporated in Queensland; ACN 010 299 224)   Brisbane Office 
Consultants to the Mining Industry    7 O'Quinn Street 
Les W Davis - Minerals Exploration Consultant   Nudgee Beach, QLD. 4014 
        Telephone & Fax: 07 3267 3355 
        L Davis 0411 484 295 
        V Davis 0407 596 301 
Email  lesdavis@ozemail.com.au 
POSTAL ADDRESS: P O Box 619, Hamilton  QLD 4007 
 
27 February 2009 
 
Mr D M Ryan  
DMR Corporate Pty Limited  
470 Collins Street 
Melbourne Victoria 3000 
 
Dear Sir 
 
RE: INDEPENDENT VALUATION OF THE MINERAL PROPERTIES OF XTREME 
RESOURCES LIMITED  
 
1.0 INTRODUCTION 
 
1.1 Outline of commission 
 
DMR Corporate Pty Limited (“DMR”) commissioned Veronica Webster Pty Limited ("VWPL") 
to prepare an Independent Valuation (“Valuation” or “Valuation Report”) for the mineral 
properties of Xtreme Resources Limited (“XRL”) in Queensland. 

 
The Valuation Report will be included in an independent expert’s report to accompany an 
Information Memorandum to XRL shareholders. 

 
1.2 Information 
 
Mr. L Davis of VWPL has prepared the Valuation Report. He was supplied exploration data by 
XRL and has been instructed to rely on the information being accurate and complete.  Mr Davis 
has relied at his own discretion on the observations and interpretations of previous explorers, 
exploration consultants and XRL geological staff. However, the views and conclusions expressed 
in this report are solely those of VWPL, L W Davis and associate Mr P N Scott.  
 
VWPL engaged Mr P N Scott, mining engineer, of PS Associates Pty Limited to assist in the 
valuation of those properties containing resources and mining plans. L Davis and P Scott visited 
the mineral property of Mount Veteran in March 2007 and inspected the tin lodes and treatment 
plants of the Mount Veteran Mining Lease No 4349 “Summer Hills”. Mr Davis had visited most 
of the other properties of XRL in 1994, 1998, 2002, 2004 and 2006. All the properties have been 
examined in the field except the Pyramid Project.   

 
An appraisal of all the abovementioned information forms the basis of this report.  
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2.0 VALUATION SUMMARY 
 
Xtreme Resources Limited has an advanced tin project, the Mount Veteran project, in far north 
Queensland under Mining Lease and Mining Lease application plus exploration areas where 
there is opportunity for tin and gold discovery.  
 
In central and south-east Queensland, four gold projects are available and two of these, Yarrol 
and Mount Steadman gold prospects, contain Indicated Resources which are currently marginal 
to sub-economic. 
 
The Mount Veteran project contains a treatment plant which needs about $1.2 million to make it 
fully operational and upgrade it to 150 000 tonne-per-annum (“tpa”) capacity. Nearby tin 
resources are available sometimes as Indicated Resources and Inferred Resources but most have 
to be proved with further exploration. The valuation is based on a 150 000 tpa operation, lasting 
a minimum of seven years. 
 
2.1 Summary Valuation Table 
 

Project/Prospect HIGH LOW PREFERRED 
  $ million $ million $ million 
Far north Queensland 
Mount Veteran 10.50 1.00 4.25 
Mount Garnet 0.25 0.10 0.15 

South-east Queensland 
Yarrol  0.80 0.40 0.60 

Mount Steadman  0.40 0.20 0.20 

Gooroolba 0.20 0.10 0.10 

Central Queensland 
Pyramid 0.40 0.20 0.20 

TOTAL 12.55 2.00 5.50 
 
Table 1 Valuation of Xtreme Resources Limited Mineral Properties. 
 
The Mount Veteran Project has been valued by referring to modified discounted-cash-flow-rate-
of-return financial models, with net-present-value (“NPV”) reported after tax. 
 
Exploration projects are valued by “Expected Value” methods and the “Multiples of exploration 
expenditure method is considered occasionally for comparison but has not been reported. With 
Expected Value, a NPV target is assumed. For the exploration mineral properties of Xtreme 
Resources Limited, VWPL has assigned probabilities (the cumulative probability for the NPV, 
less the discounted exploration expenditure) for discovering deposits for which NPVs or cash 
values have been estimated. Methods are described in Appendix I. 
 
The valuations are only valid at the date of this Valuation Report and conditional on the granting 
of applications for new tenements and the granting of renewal applications for existing 
tenements. 
 
All estimates are in Australian dollars and rounded to the nearest A$0.05 million. 
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3.0 TENEMENTS 
 
The following Table lists the tenements relevant to this Report, all of which are warranted to be 
in good standing. 
 
State Tenement 

Name 
Tenement ID Area 

Km2 
Holder % Comments 

QLD Mount Veteran ML 4349 17.85Ha Garimperos 
Limited 

100  

QLD Summer Hill MLA 20547 1200Ha Garimperos 
Limited 

100  

QLD Yarrol EPM 8402 12 XRL 100  

QLD Mount Steadman EPM 12834 12 XRL 100  

QLD Gooroolba EPM 15426 155 XRL 100  

QLD Pyramid EPM 12887 189 XRL 100  

QLD Mount Garnet EPM 16948 77 XRL 100 Covers former EPM’s 8994 & 
8998 

QLD Ironhurst EPM 12976 6 XRL 100 To be assigned to DRX on 
success of the Mono Resources 
Limited deal 

QLD Tick Hill ML’s 7094, 
7096 & 7097 

 MIM 100 The nomination of XRL as the 
assignee from MIM will be 
changed to DRX on success of 
the Mono Resources Limited 
deal 

 
Equatorial Coal Limited holds a royalty over the Mount Steadman Prospect amounting to 5% of 
the value of gold produced after deducting mining and treatment expenses.  
 
XRL currently is relinquishing, assigning or selling other tenements and these are not included in 
the Valuation, although they are in XRL’s name. VWPL has estimated values (December 2008) 
for the Tick Hill and Ironhurst tenements to be assigned to the related Diatreme Resources 
Limited (“DRX”). 
 
4.0 BRIEF OVERVIEW OF XRL PROJECTS 
 
XRL has several advanced exploration areas for tin and gold in Queensland. At the majority of 
these, preliminary field surveys are completed and drill programs have been prepared. Since mid 
2007, the Company has commenced upgrade and refurbishment work at the Mount Veteran Mill 
and premises, has conducted limited exploration and has been undertaking environmental studies 
as part of the Summer Hill mining lease application process.  
 
No material exploration has taken place on other tenements elsewhere during this period.  
 
4.1 Mount Veteran (Mount Veteran ML 4349 and Summer Hill MLA 20547). 
 
The Mount Veteran tin project is situated in the Mount Garnet district of Far North Queensland. 
The area is recognised as one of Australia’s major tin provinces where tin mining has been carried 
out over a period of more than 100 years. Mining has been conducted from this area at times of 
favourable tin demand and prices. The district has a history of small tonnage operations based on 
very rich mineralisation. 
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The Mount Veteran project contains a treatment plant which needs about $1.2 million to make it 
fully operational and upgrade it to 150,000 tpa capacity. Nearby tin resources are available 
sometimes as Indicated Resources and Inferred Resources but most have to be proved with further 
exploration. The valuation is based on a 150 000 tonne-per-annum (“tpa”) operation, lasting a 
minimum of seven years.  

 
The 17 ha mining lease contains a 20 tonne per hour Processing Mill and a Smelter (the smelter 
has only a licence for 3.5 tonnes of metal per year), 300 mega litres of dam capacity, three phase 
power and camp and offices. VWPL has been instructed to rely on the previous (1999) on “going 
operation” valuation by Ellis Hughes of $1 088 000. In April 2007, R & L Atkinson estimated a 
current indicative “replacement value” of $5 000 000 to $6 000 000. 
 
The Summer Hill tenement is subject to an acquisition agreement with Ralph De Lacey dated 
approximately 14 March 2007. A final payment of $80 000 is payable to DeLacey by 30 April 
2009 for the Summer Hill tenement. 
 
4.1.1 Summer Hill tin lodes 
 
No systematic exploration of the whole potential of the Summer Hill tin field has been carried 
out but rather ad hoc searching for high-grade patches to fulfill the immediate requirements of 
the treatment facilities for cash-flow generation. 
 
In 1985, Greg Kater and Associates Pty Ltd (“Kater”) estimated the tonnes for the principle 
lodes in the vicinity of the treatment plant.  
 

 Tonnes 
  
Dalcouth 500 000 
Summer Hill 6 000 000 
Tom Hood 4 000 000 
Mt Veteran 700 000 
Viki n g  2 000 000 
D i v i d e  800 000 
Extended 250 000 
May Day      600 000 
TOTAL  15 100 000 
  

 
Kater classified these tonnes as inferred and stated:- 

 
“Recent bulk testing and past mining experience indicates head grade tenor varies 
between 0.15% and 1% tin overall, whilst observation of numerous exposures 
indicates patches of higher grades (several percentages) of tin can be easily selected 
for quality control of head grade.   
 
Based on the large quantity of mineralised Lode available, there is a high probability that 
at least 500,000 to 1,000,000 tonnes could be produced, using careful quality control and 
blending, to maintain a head grade of 0.6% to 0.7% Sn.  
 
On current exposure and development, there is sufficient; resource to easily achieve 
this head grade by quality control at a rate of 30,000 to 60,000 tonnes per year for at 
least 10 years.” 
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In the opinion of VWPL other workers have confirmed Kater’s findings. In the last 30 years 
small parcels of measured and indicated resources have been estimated and some of these have 
been exploited.  In 1988, John Sainsbury Associates estimated an Indicated 815 000 grading 
0.66% tin and 290 000 tonnes Inferred at a grade of 0.5% tin.  
 
VWPL believes that if XRL explores systematically (trenching and drilling) with a budget of 
$300 000 per annum then it is possible to discover resources sufficient to provide a feed of 150 
000 tonnes grading 0.7% tin, each year for several years. The Valuation is accordingly based on 
a 150 000 tpa operation. 
 
4.2 Mount Garnet (Mt Garnet EPM 16948) 
 
EPM 16948 was granted on 17 February 2009 for a term of five years. It covers the area of the 
previous long standing EPMs 8994 and 8998 which were surrendered in favour of the new EPM. 
 
4.2.1 Nymbool gold-copper prospect 
 
The Nymbool gold-copper prospect is situated immediately north-west of the township of Mount 
Garnet in Northern Queensland. XRL plans extra drilling at the Nymbool Gold Prospect and the 
Ambrose Gully Gold Prospect where bulk low-grade gold mineralisation has been discovered 
and low-grade resources have been outlined. The deposit is associated with quartz porphyry, near 
the contact zone of two granitoids. 
 
In 2002, resources were estimated by DRX using several alternative geological models. The 
favoured model provides an estimate of 2.4 million tonnes of Indicated and Inferred resources 
with an average grade of 0.7 g/t gold, (including 1 million tonnes at an average grade of about 1 
g/t gold, using a lower cut-off grade of 0.5 g/t gold). These resources could be extracted from a 
pit with a waste to mineralisation ratio of 2.2 to 1. Drilling by DRX in 2003 can be expected to 
have added more tonnes at a similar grade but no estimates have been carried out pending new 
drilling programs. 
 
This prospect has been well drilled out and the gold mineralisation is in broad, unfortunately very 
low-grade zones with very little grade variation. A resource estimation at different cut-offs, by L 
Davis, showed that tonnes diminish severely if economic grades are achieved: 
 

Limit Head grade % tonnes Tonnes  Ounces 
Cut off  recovered at 15,000,000 Gold 
g/t gold g/t gold   above 0.1g/t gold Recovered 

    (170,000 ounces)  
           

0.2 0.39 80   12,000,000   150,000 
0.3 0.47 50   8,000,000   120,000 
0.4 0.55 30   4,500,000   80,000 
0.5 0.65 15   2,500,000   50,000 
0.6 0.75 8   1,300,000   30,000 
0.7 0.85 4   600,000   15,000 
0.8 0.95 2   300,000   9,000 
0.9 1.06 1   150,000   5,000 
1.0 1.16 0.5   90,000   3,000 
1.1 1.27 0.3   50,000   2,000 

              
 
There is little opportunity to generate a higher grade/lower tonnage resource through selectively 
mining the deposit. The deposit size and grade tenor is such that the only likely mining method 
would be by bulk heap leach. There are insufficient resources present to justify the capital cost of 
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building a treatment plant close to the deposit, and the low grade precludes the option of hauling 
the ore to treatment facilities elsewhere. 
 
Essentially a gold price in the region of US$1100/ounce will be required to make this deposit  
economically heap leachable, as it stands. At US$1100/ounce a resource of approximately three 
times the size would prove attractive. Metallurgical studies would be required to determine the 
percentage of unrecoverable gold within the 0.4 g/t head-grade. 
 
At current gold prices finding additional resources of a similar grade tenor will not greatly assist; 
clearly what is required is the location of higher grade material, preferably at favourable strip 
ratios.  
 
It should be noted that the work carried out by A M Murray of Rockcombe Pty Ltd, (Nymbool 
Porphyry dated 31st July 1996), does provide a slightly better grade than that utilised by L Davis, 
with a favoured model of 2.4 million tonnes grading 0.73 g/t gold. (56 000 ounces contained 
gold). A preliminary strip ratio of 1.22:1 was quoted by Murray 
 
The presence of copper in the low concentrations reported is likely to cause significant 
metallurgical problems in any heap leach operation. Copper is potentially a major cyanide 
consumer. This can be expected to greatly outweigh the value of any copper recovered. 
 
It is likely that only oxide ore types will be amenable to heap leaching; similarly the costs of 
mining fresh rock in a sulphide environment will prove much higher than mining of oxides.  
 
Prior to any further drill testing it is recommended that some metallurgical test work be carried 
out, particularly with respect to the effects of the copper, likely recovery in fresh mineralisation 
as well as oxide mineralisation.  
 
4.2.2 Other gold prospects 
 
At the Nymbool Prospect, XRL has identified extensive (15 m wide) areas of alteration in the 
granitoids and an auriferous (to 3.6 g/t gold) quartz bearing zone (25 m wide and cropping out 
intermittently over 100 m ), which might represent a feeder system containing elevated gold. 
 
At Ambrose Gully, where very little work has been carried out, it is proposed to investigate the 
granitoid/sediment contact areas for gold mineralised in “greisensed” areas. 
 
4.2.3 Smiths Creek Tin Mine 
 
The Smiths Creek Tin Mine was discovered in 1901 and produced tin from both open cut and 
underground workings between 1903 and 1909. When the mine closed in 1909, the underground 
operation was estimated to have produced about 60 000 tonnes of ore at an average grade of 
about 4% tin per tonne. An additional 23 800 tonnes were won by open-cutting mineralisation 
estimated to have graded approximately 0.7% tin. 
 
The mineralisation is a series of quartz-tourmaline, tin-copper-tungsten rich pipes in a chlorite 
shear zone.  
 
The original operation was based on a 6 m to 10 m wide pipe with grades up to 10 to 15% tin, 
which was mined down to 167 m. Up to 35% by volume of copper in the ore hampered tin 
recovery and production. 
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After closure, modern exploration has failed to define resources. 
 
Smith’s creek mine has recently been gridded, soil sampled, mapped, costeaned, and surveyed 
with ground magnetometry. The ground magnetic response has been integrated with geological 
mapping and spectral imagery (Aster) interpretation to produce target areas within the Smiths 
Creek Mine lode system.  
 
XRL is planning drill down to 170 m vertical to evaluate the depth extensions of Smiths Creek 
“No 1 and 2 ore bodies”, to test all the magnetic targets and targets of lode development outside 
the mined mineralisation. 
 
4.3 Yarrol Gold Prospect 
 
The Yarrol Gold Prospect is located 25kms south east of Monto, it was mined in the late 1800s, 
with an estimated production of some 300 tonnes grading 10 g/t gold.  
 
The Yarrol Gold Project contains prospects which are characterised by gold mineralisation of 
porphyry or intrusive-related styles. Small Measured and Indicated gold resources have been 
defined at the Yarrol Gold Prospect and the Mount Steadman Gold Prospect. In this district, 
another company has a successful operation at the Mount Rawdon Gold Mine. XRL intends to 
further drill test the Yarrol and Mount Steadman gold prospects.  
 
The Yarrol resources might be commercially viable under favourable metallurgical, 
geotechnical, and financial conditions and XRL will proceed to investigate these issues.  
 
At Central Ridge Prospect an in-situ (geological) Indicated resource of 273 000 tonnes grading 
1.5 g/t gold was estimated using a bottom cut-off grade of 0.5 g/t gold and a top cut of 20.0 g/t 
gold.  With no top cut the grade becomes 3.1 g/t gold. 
 
At “Yarrol North” Prospect an Indicated Resource of 877 000 tonnes grading 1. 5 g/t gold (cut-
off grade of 0.5 g/t gold) was estimated.  With a higher bottom cut-off (1.2 g/t gold) the resource 
becomes 431 000 tonnes grading 2.1 g/t gold. Rockcombe Pty Ltd (“Rockcombe”), estimated a 
resource of 780 000 grading 1.6 g/t contained within a “conceptual pit” with a strip ratio of 5.2:1 
using a 0.5 g/t cut-off, (contained gold, 40 000 ounce), (dated 25th July 1997). At a 1g/t cut-off 
the resource becomes 404 000 grading 2.0 g/t contained within a conceptual pit with a strip ratio 
of 4.9:1, (contained gold, 26 000 ounces). 
 
It is proposed to complete a program of deeper RC drilling on the Yarrol Gold Prospect to locate 
extensions to the known areas of gold Mineralisation. Attention will also be paid to the 
continuity of higher-grade zones. In late 2006, P Scott considered that attention should be given 
to drilling additional holes down dip, particularly on four drill sections. Deepest holes in these 
sections were  
 
   Hole No  Depth of intersection Length/grade 
     (down hole) 
 Section 4 YARC 59 90m   8m @ 3.2g/t 
 Section 5  YARC 63 60m     20m@ 0.97 g/t 
 Section 6 YARC 24 55m   9m @ 2.94 g/t 
 Section 7 YARC 32 66m   7m @ 1.34 g/t 
 
A key issue with Yarrol North is the fact that 86% of the ore identified is primary; with only 14% 
oxide (any further down dip drilling will increase the primary ore tonnage). Metallurgical work 
needs to be carried out to assess in particular the heap leach potential and the anticipated 
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performance utilising a conventional carbon-in-pulp/carbon-in-leach (CIP/CIL) processing plant 
of the primary mineralisation.  
 
Recommendations are:  

• instigate heap leach testwork on the primary material. 
• carry out standard cyanidation tests on primary material to determine if it is refractory in 

nature. 
• assess minability of primary ore, blasting requirements, etc. 
• prepare a block model. 
• run mine optimisation to obtain an optimum pit shape, use this to determine further 

drilling, etc. 
• consider drilling more holes down dip. 
• carry out “desktop” environmental analysis (closure plan, bond calculations, etc). 

 
4.4 Mount Steadman 
 
Mount Steadman gold prospect is located south of the township of Mt Perry. There are a number 
of old workings on the property: Mt Steadman, Venus and London mines, which were worked in 
the late 1800s then intermittently to the 1940s. These were  obviously very high grade, with the 
Venus mine carrying molybdenite, and bismuth with fine gold in the laminae. 
 
Recent exploration has focused on the Fitzroy Prospect, 1 km to the east of the old Mount 
Steadman Mine, where approximately 1.2 million tonnes grading 0.9 g/t is quoted as an Indicated 
Resource (contained gold, 35 000 ounces). This resource is associated with a zone of sheeted 
quartz veining, with widths of 20 m plus at approximately 1 g/t gold grade.  
 
An initial estimate in 2007 suggested that a tightly-controlled, small-scale operation could be 
viable at gold prices between US$ 650/ ounce and US$ 750/ ounce inclusive of capital. If the 
resource size could be increased to say, 5 million tonnes grading 1 g/t gold, the project could 
possibly be economically viable at current 2009 prices. 
 
At Mount Steadman, there are drill intersections of “ore-grade” material which are outside the 
present shallow defined resource and there is also potential for extensions to the mineralisation 
along strike and at depth. 
 
4.5 Gooroolba 
 
EPM 15426 (of approximately 325 square kilometres) is located some 30 km south of Mount 
Perry in South-east Queensland. 
 
The general geology is dominated by acid to intermediate volcanics and minor sediments of the 
Triassic Aranbanga Volcanics Group. This north-westerly trending sequence is intruded by 
dacitic and rhyolitic phases of Late Triassic age. 
 
Copper and gold mineralisation and old mines are common in the general area – Mount Perry in 
the north, Mount Steadman in the east and Ban Ban Springs and Coalstoun Lakes to the south. 
 
The area is considered prospective for intrusive related gold-copper mineralisation (including 
“porphyry” styles). 
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4.6 Pyramid 
 
The Drummond Basin region is important for economic gold deposits such as Pajingo, Yandan 
and Wirralie - high-grade gold mineralisation of the low-sulphidation, epithermal style. 
 
The tenement contains several prospects showing gold bearing epithermal style quartz veins - the 
Sellheim – Gettysberg – Marrakesh - Pradesh line of prospects, which extends over several 
kilometres. No deep diamond core drilling has been undertaken on several of these prospects. 
 
The Sellheim and Gettysberg prospects in the Pyramid tenement contain epithermal-style quartz 
veins and are hosted within sequences that are equivalent to those hosting the deposits of Pajingo 
located further west. A low-grade gold zone containing patchy higher-grade intersections has 
been discovered at Gettysberg in several older drill campaigns. The best intersections from these 
drilling programs are:- 
 
Hole No.  From(m) To(m)  Width(m) g/t Au 
MDRC031   0   8   8  18.08 
MDRC033  52  76  24   4.96 
MDRC034  28  44  16   2.48 
 
Further drilling to an average depth of about 130 m, has failed to define improved grades and 
coherent zones of mineralisation. Low tenor gold mineralisation was developed over long 
intersections, from 30 to 114 m down-hole. This mineralisation is interpreted to plunge to the 
north and mineralised zones are open to the east and down-dip. 
 
Initial activity will be directed at the Gettysberg and Sellheim prospects and priority will be 
given to drilling a postulated flat-plunging gold zone at Gettysberg at greater depths than 
previous campaigns, to test for a high-grade core within the low-tenor gold zone. 
 
5.0 VALUATION OF XRL PROJECTS 
 
5.1 Methods of valuation 
 
The Mount Veteran Tin and is valued by referring to modified discounted-cash-flow-rate-of-
return (“DCFROR”) procedures (Appendix I), to obtain a net present value (“NPV”) for the 
mining project. This involves designing a mine plan and making the necessary estimates and 
assumptions to mine and treat the mineralisation.   
 
At the Yarrol established gold resources, DCFROR methods were considered but rejected as 
assumptions were judged as too unreliable. 
 
All other prospects are treated as straightforward exploration using Expected Value methods 
(Appendix I). 
 
Expected Value methods and the “Multiples of exploration expenditure method” is considered 
occasionally for comparison but has not been reported. With Expected Value, a NPV target is 
assumed. For the mineral properties of XRL, VWPL has assigned probabilities (the cumulative 
probability for the NPV, less the discounted exploration expenditure) for discovering deposits for 
which NPVs or cash values have been estimated.  Methods are described in Appendix I.  
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5.1.1 Programs and budgets 
 
XRL has a satisfactory and clearly defined exploration and expenditure programs, which is 
reasonable having regard to its stated objectives, and enough exploration has taken place in the 
last two years to maintain the tenements. There is no funding available for these programs and 
the Valuation accounts for this. 
 
5.2 Mount Veteran Valuation 
 
VWPL stresses that a detailed mining and financial model has not been derived from classified 
resources under the JORC Code: it is a likely scenario based on the outcomes of previous mining 
ventures and the current geological information. The target tonnes of contained tin are considered 
probable but the exact distribution of tonnage and tenor of mineralisation has to be established by 
evaluation drilling and trenching. The project is an advanced exploration scenario. 
 
5.2.1 Assumptions 
 
The following case studies (with sensitivities) were examined: 
 
Capital in pre-production year of $2 000 000. 
 Mined grade – 0.5 to 0.7% Sn 

Metal prices observed: current tin prices are around ~US$11,000 spot and on 27th 
February, US$10,505 for 15 months (also nominal US$10 000 at a $A/US$ exchange rate 
of 0.7.  

 Reserve - 1 000 000 tonnes ore mined in seven years; 150 000 tonnes per year. 
 Pre-start capital costs of $2.0 million. 
 Exploration costs of $300 000 in the first year and $150 000 per annum. 
 Mine recovery of 95%. 
 Tin plant recovery of 70%. 
 Tin concentrate grade of 60%. 
 Mining cost per tonne $3.25: opencut mining to 30 m. 
 Treatment cost per tonne $18.  
 Rehabilitation of nil to $50 000. 
 Tax rate 30%. 
 
While the mill and other facilities are on the existing ML 4349, the bulk of the resources are located 
on MLA 20547. The timing for granting and approval conditions of this MLA are uncertain and this 
has been considered in the valuation provided. 
 
The resultant after-tax NPVs from a variety of scenarios range from $1.0 million to $10 million and 
our preferred range of NPV value of $5 million takes into account a high level of risk for changes in 
tin prices and the grade of mineralisation treated. VWPL believes that in current economic 
conditions the valuation provided is a fair and reasonable estimate.  
 
The financial exposure to treatment plant upgrade and exploration, amounting to $2 300 000, is an 
acceptable risk. The valuation of the Mount Veteran tin property provided by VWPL in all cases 
assumes that the current infrastructure is upgraded and utilised. As such, only a low estimated 
value of this infrastructure after project completion and environmental rehabilitation is 
considered. This value is not comparable to the current “going concern” and sale values available 
for the project. 
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Should either of the sensitivities of price and grade become very favourable then the project will 
escalate in value considerably. However, should the tin price fall below US$10 000 (at the $A/US$ 
exchange rate of 0.70), then the project is only breakeven at between 0.6% and 0.65% tin reserve 
grade. When the operation commences, it should be possible to determine the optimum economic 
grades to mine with respect to the prevailing tin price. 
 
5.3 Yarrol valuation 
 
If both the metallurgy and the mining characteristics of the mineralisation are favourable, on the 
resource generated by Rockcombe, a very small scale mining operation could be established at 
current gold prices. Similarly the grade of this ore would allow it to be hauled a limited distance 
to be processed as a satellite deposit, in conjunction with ore from elsewhere. A development 
strategy might be to attempt to build “critical mass” by identifying a number of similar deposits 
within a 30 km radius. 
 
Although DCFROR methods were considered, unlike Mount Veteran, the assumptions were not 
precise enough for meaningful results and our nominal discounts for prevailing market 
conditions are major. In short, the property remains in the exploration phase while treatment 
characteristics are uncertain. 
 
We have generated a value range between $0.40 and $0.8 million with a preferred value of $0.6 
million, using Expected Value and other techniques (see Appendix 1). 
 
5.4 Mount Steadman valuation 
 
At Mount Steadman, the best chance of enhancing the resource would appear to be following up 
drill intersections of “ore-grade” material which are outside the present shallow defined resource. 
There is also high-risk potential for extensions to the mineralisation along strike and at depth.  
 
Based on exploration potential for the Mount Steadman tenement, using Expected Value 
methods, a valuation range from $0.2 million to $0.4 million results; preferred value $0.2 
million. We have considered the production royalty. 
 
5.5 Pyramid valuation 
 
The low-grade gold zone containing patchy higher-grade intersections should be tested at greater 
depths than previous campaigns, to test for a high-grade core within the low tenor gold zone. 
Numerous opportunities for greenfield style exploration are available at Pyramid but unattractive 
in the current investment climate. 
 
Based on exploration potential for the Pyramid tenement, using Expected Value methods, a 
valuation range from $0.2 million to $0.4 million results; preferred value $0.3 million. 
 
5.6 Mount Garnet valuation 
 
VWPL recommends that at Nymbool metallurgical test work be carried out, particularly with 
respect to looking at the effects of the copper, likely recovery, and what can be achieved with the 
sulphide ore. If results are positive drilling, to establish and evaluate more resources may be 
considered. 
 
Limited drilling is recommended for Smiths Creek Tin Mine.  
 
For the Expected Value of the Mount Garnet exploration, see Table 2.  
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5.7 Gooroolba valuation 
 
The exploration is at an early stage. In the current economic climate, greenfields activity is 
unattractive. 
 
For the Expected Value, see Table 2. 
 
5.8 Summary Valuation Table 
 

Value $ million Exploration Project 
 
 
 
 
 

Exploration 
risk to continue 
in % 

Target 
NPV 
$millions 

Chance 
given to 
target 
NPV in 
% 

Cumulative 
probability 
for 
discovery 
(preferred 
case) 

High  Low Preferred  

Mount Veteran     10.5 1.0 4.25 
1  95 0.22  

(1 in 5) 
5 4 0.01 

(1 in 90) Yarrol 
 
 

40 to 80 

150 1 0.002 
(1 in 450) 

 
 
0.8 

 
 
0.4 

 
 
0.6 

1  95 0.10  
(1 in 10) 

5 4 0.004 
(1 in 250) Mount Steadman  

 
 

20 to 70 

150 1 0.001 
(1 in 1000) 

 
 
0.4 

 
 
0.2 

 
 
0.2 

1  95 0.10  
(1 in 10) 

5 4 0.004 
(1 in 250) 

Pyramid 
 
 
 
 

20 to 70 

150 1 0.001 
(1 in 1000) 

 
 
0.4 

 
 
0.2 

 
 
0.2 

1  95 0.05  
(1 in 20) 

5 4 0.002 
(1 in 450) 

Mount Garnet 
 
 
 

20 to 70 

150 1 0.0006 
(1 in 1800) 

 
 
0.25 

 
 
0.1 

 
 
0.15 

1  95 0.1  
(1 in 15) 

5 4 0.004 
(1 in 300) 

Gooroolba 
 
 
 

30 to 70 

150 1 0.001 
(1 in 1250) 

 
 
0.2 
 

 
 
0.1 
 

 
 
0.1 
 

TOTALS 
 

    12.55 2.0 5.50 

 
Table 2. Valuation of Xtreme properties. 
 
3.0 COMPARISON WITH PREVIOUS VALUATIONS 
 
In 1984, Terrence Willstead and Associates valued Mount Veteran Minerals Pty Limited at about 
$4 million which included $3 million (replacement value) for the plant and equipment (included 
earthworks, dams and reservoirs) and $590 000 for the MLs (includes tin resources assumed as 
100 000 tonnes grading 0.5% tin). 
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In August 2007, VWPL placed a preferred value on Mount Veteran of between 3.1 and 4.1 
million when the tin price was about $10 000 and the AUD$/US$ was 0.75. Since that time the 
tin price has moved to higher than US$20 000, then back to US$11 350 (16 February 2008), 
closer to current and 15 month forward prices at the date of this Report. 
 
VWPL valued some of the other XRL mineral properties in 1994, 2000 and 2004 at times when 
the gold price was considerably less and when exploration investment was very poor. Direct 
comparison is often meaningless. Exploration work has change the character of the properties. 
 
On 01 April 2007 (updated on 03 August 2007), VWPL prepared an Independent Valuation for 
the mineral properties of Garimperos Limited (properties now owned by XRL) in north 
Queensland. The exploration status of the mineral properties has changed for commodity prices 
and exploration/mining environment with severe downward pressure on these. Consequently, our 
current valuation for the same properties is lower. Gold is trading very high currently and this 
means that gold resources justify revaluation. However, in the case of Mount Steadman and 
Yarrol the affect of a poor investment environment, higher costs and the absence of sufficient 
tonnages of readily treatable mineralisation has offset this trend in gold price. 
 
4.0 SOURCES OF INFORMATION 
 
Abundant technical information of XRL is mainly unpublished. ASX reports contain the resource 
figures. 
 
5.0 DECLARATION 
 
5.1 Qualifications and Experience 
 
This report has been prepared by Veronica Webster Pty Limited which has operated in Australia 
serving the mining industry since 1980. 
 
Mr. L W Davis who is a duly authorised representative and director of VWPL has prepared the 
opinion report, which includes an assessment of fair market value of the mineral tenements of 
Garimperos.  Mr Davis has had over 40 years experience in the minerals industry, is a registered 
Chartered Professional (Geology), and is affiliated with the Aus. I.M.M., and the A.I.G. He 
specialises in mineral resource/reserve estimations, advanced project assessment and exploration 
management. 
 
Mr. Davis has had 40 years experience in the minerals industry, particularly exploration for 
precious metals and base metals, mining geology, ore resource/reserve estimation and property 
evaluation. He held senior positions with Electrolytic Zinc Co of Australasia Limited, Freeport 
Minerals Corporation of Australia, Tenneco Oil & Minerals and Amad NL before joining 
Veronica Webster Pty Limited in 1985. Mr. Davis is a registered Chartered Professional 
(Geology) and is affiliated with The Australasian Institute of Mining and Metallurgy and the 
Australian Institute of Geoscientists. 
 
His principle qualification is Bachelor of Science (Special Geology) Leics., UK.  His 
professional affiliations are as follows:- 

Fellow - The Australasian Institute of Mining & Metallurgy:103477 
Chartered Professional Geology CPGeo 
Fellow - Australian Institute of Geoscientists 
Member -Geological Society of Australia 
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Mr P N Scott of PS Associates Pty Limited assisted in the Valuation Report. Mr Scott has over 
26 years experience in the minerals industry, particularly mining for precious metals and base 
metals; has held senior positions with Otter Gold Mines Group, Normandy Group, Aztec Mining 
and a number of overseas mining companies. His responsibilities have frequently included the 
evaluation and subsequent development of open pit and underground ore bodies. 

 
Mr Scott holds an honours degree in mining engineering from the Royal School of Mines 
London (UK), is an Associate of the Royal School of Mines (UK), is a Fellow of the Australian 
Institute of Mining and Metallurgy, a member of the Institute of Materials (UK), and is a 
Chartered Engineer (UK). 
 
Mr Scott holds first class mine manager certificates for both the Northern Territory and Western 
Australia for the management of open pit and underground metalliferous mines. 
 
5.2 Independence 
 
Veronica Webster Pty Limited L W Davis and P N Scott have no conflict of interest in preparing 
this report. The report has been commissioned by DMR with payment to be made for services 
rendered solely on a standard time-fee basis. The companies and consultants preparing this report 
have no association with XRL nor have they any financial interest in or entitlement to XRL or 
any associates of XRL. 
 
5.3 Limitations and requirements 
 
The views expressed in this report are solely those of Veronica Webster Pty Limited, and L W 
Davis. When conclusions and interpretations credited specifically to other parties are discussed 
within the report, then these are not necessarily the views of Veronica Webster Pty Limited or L 
W Davis. 
 
L Davis observes Section 947B of the Corporations Act 2001. In accordance with Corporations 
Regulation 7.6.01 (1) (u) and Corporations Amendment Regulations 2003 (No. 7) 2003 No. 202, 
the Valuation Report is not financial product advice but is intended to provide expert opinion on 
matters relevant to the mineral properties of XRL.  L Davis and VWPL are not operating under 
an Australian financial services licence and the advice in the Valuation is an opinion on matters 
other than financial products and does not include advice on a financial product. 
 
All references to mineral resources are consistent with the most recent Australasian Code (and 
Guidelines to the Code) for Reporting of Identified Mineral Resources and Ore Reserves: 
Reports prepared by the Joint Committee of The Australasian Institute of Mining and Metallurgy, 
the Australian Institute of Geoscientists and the Minerals Council of Australia (JORC). 
 
In preparing the Report, VWPL will observe Guidelines for Technical Assessment and/or 
Valuation of Mineral and Petroleum Assets and Mineral and Petroleum Securities for 
Independent Expert Reports (The Valmin Code), which is referred to by the Australian Securities 
and Investment Commission (“ASIC”) and the Australian Securities Exchange (“ASX”). As 
well, ASIC Practice Notes 43, ASIC Practice Note 55; former NCSC Release 149, will also be 
observed. 
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5.4 Consents 
 
Veronica Webster Pty Limited has consented to the inclusion of the Valuation Report in the 
Independent Expert’s Report by DMR for an Information Memorandum to XRL shareholders.  

 
For and on behalf of 
 
VERONICA WEBSTER PTY LIMITED 
 
L W DAVIS 
BSc (Special Geology), Leics. UK, FAusIMM, FAIG, CPGeo 
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APPENDIX I 

 
V A L U A T I O N  P R O C E D U R E S  

 
1.0 Valuation Methodology 
 
Projects, which contain indicated or measured resources from which mining reserves can be defined may then be the 
subject of feasibility studies based on estimations for amounts, rates and the costs of production together with the 
revenue defined from sales. The discounted cash-flow-rate-of-return ("DCFROR") method may then be applied to 
express the value of the project in terms of present day money, often called the Net Present Value ("NPV") using a 
variety of interest rates. For selected cases the return on invested funds or internal rate of return ("IRR") expressed as 
a percentage is estimated. 
 
DCFROR is obviously the more accurate when the assumptions for the financial models are known with confidence; 
contracts for work and sales, etc. The more reliable the assessment of the resources/reserves, costs of mining and 
treatment, capital costs of mining and treatment, recovery in the mining and treatment processes, metal prices, 
exchange rates and all the associated operation issues, the more accurate the DCFROR method becomes. But it is 
always subject to assumptions and uncertainties of the estimations of a current nature and also for those in the future 
life of the project. The DCFROR technique cannot take into account abrupt and radical changes to market 
conditions. 
 
For long-life projects where operations are expected to continue to some time in the future with only rough estimates 
for costs and sales and based on resources which may not be Indicated or Measured resources, a modified DCFROR 
can be applied. The NPV derived from such models may be discounted to obtain an Expected value or an Expected 
NPV (“ENPV”). This is a probabalistic approach and the probability factors are judged by and are the responsibility 
of the valuer. 
 
Valuation of exploration tenements, which have geological prospectiveness but no defined resources, is more 
subjective and therefore contentious. Methods which can be applied include, when appropriate, expected value 
probability, multiples of past relevant and future committed expenditure, joint venture terms and points rating 
methods.  
 
A brief description and commentary on some inherent advantages and disadvantages of subjective valuation 
technique follows.  
 
1.1 Expected Value of Discovery (probabilistic method) 
 
In phased exploration, a programme of work is planned to increase the value of the property. At the completion of 
the programme, the results are assessed and a decision is made whether or not to engage in a further programme. 
This process continues, ideally until there arrives a point of withdrawal or commercial discovery. At any stage, the 
probability of continuing or withdrawing may be forecast and also the probability of discovering various sizes and 
styles of mineral deposits and their NPV. The probability factors are judged by and are the responsibility of the 
valuer.  
 
A simple example of the procedure is as follows. The probability factors for continuing each stage of work are 
multiplied together, steps 1 to 5, and then multiplied by the value of the predicted discovery. In the example, the 
probability for any discovery has been estimated to have a probability of 0.013 (step 5). This is about one chance in 
80. The value of the overall discovery is a notional NPV, which may be a product of several possible discoveries (A, 
B and C, in the example). In that case each possible discovery must be considered to be a percentage of the NPV.  
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Activity Probability of 

proceeding 
Cumulative 
probability 

1 Early exploration 
(committed expenditure) 

100% or 1.0 1 

2 Follow up activity 70% or 0.7 0.7 

3 Drill testing 30% or 0.3 0.21 

4 Evaluation drilling 20% or 0.2 0.04 

5 Feasibility study 30% or 0.3 0.013 

A Discovery NPV = $2.0 
million 

80% or 0.8 0.010 

B Discovery NPV = $5.0 
million 

19% or 0.19 0.002 

C Discovery NPV = $20 
million 

1% or 0.01 0.0001 

 

 
The chance of discovery of a deposit with a NPV of $20 million has been estimated as one in 10,000 (probability 
0.0001); the chance of a discovery of a deposit with a NPV of $5 million has been estimated as one in 500 
(probability 0.002); and the chance for a discovery of a deposit with a NPV of $2 million has been estimated as one 
in a 100 (probability 0.01). The values of these individual chances are $2,000, $10,000 and $20,000, respectively. 
When added the chance is $32,000. Exploration expenditures should be accounted for. 
 
The method is extremely sensitive to the selected probability factors and a number of cases need to be compared. It 
is a useful method when there is enough geological evidence to limit the potential size of the discovery giving 
credibility to the relative probability for the value of a potential discovery. Other methods cannot account directly for 
these aspects. 
 
1.2 Multiples of Cost of Valid Work 
 
The present value of previous work (past expenditure method) and committed work, when it is relevant to enhancing 
the value of the Project and therefore warranting an objective future programme is often the first considered method 
for exploration projects.  
 
Expenditure that has been assessed as relevant generally is multiplied by a factor of between 0.5 and 3.0 (the 
prospectivity enhancement multiplier or “PEM”) to value the property at a particular stage of development. This 
range of PEM is common in Australia. (For higher- and lower-cost countries the factors would be different). Factors 
of less than 0.5 may be selected, depending on the considered potential. In our opinion factors of above 2.0 should 
not be used, unless strong indications of potential for economic mineralisation have been identified. This usually 
means that there are encouraging intersections and perhaps estimated resources. 
 
It is common to include committed expenditure as part of that already incurred. 
 
High levels of past expenditure are indicative usually of historical prospectiveness but at some point in time further 
exploration will not be justifiable. Future discoveries in properties with modest expenditure levels will be 
undervalued by the method. Often, when applying the method of " multiple cost of valid work" there is potential bias 
towards higher valuations for older projects. 
 
1.3 Points Rating System 
 
In this method, points are awarded for various forms of geological prospectiveness, presence of mineralisation, 
anomalism and structures. In addition factors are applied to account for the current financial, commodity and stock 
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market climate. Other methods do this indirectly. This method instills a regimen so that these parameters and issues 
must be considered specifically and it is a useful method for comparative purposes. 
 
1.4 Joint Venture Terms, Capitalisation of Earnings, Yardstick and Real Estate Approaches 
 
Joint Venture Terms 
 
 The minimum commitment by a joint venture partner establishes a minimum base value for the property. In most 
joint ventures the incomer agrees to expend a certain sum over a specified time period to earn equity, for example: 
 

 $2 million over a four year period to earn 60% interest 
  
This arrangement can be used to value the property by time-discounting the money and suggesting the probability 
for the deal to be completed, thus: 

 $2 million x 0.88 (time discount) x 0.4-0.8 (probability range) x 60% 
 = $0.42 - $0.84 million 

 
The method does not place any upside potential on the asset. It often gives a good value estimate for situations 
where the vendor is under some pressure to dispose of the asset. 
 
Real Estate Methods 
 
The simple face value of transactions that have taken place at similar properties and projects may be compared. 
Clearly current transactions are more useful as they reflect the trends and mood of the time, while older transactions 
require factoring for CPI, price changes, etc. The real estate approach is seldom simple to apply because, apart from 
all projects being unique: 

• Deals are affected onerously when either the vendor or purchaser has special reasons to sell or buy such as 
financial pressures or needing the funds for a different project. 

• The criteria of “knowledgeable and willing” parties may not apply. 
• The value may not relate to the value of making the project successful and may not be a technical valuation. 
• The parties are not always completely independent of each other. 

In short, the sum that some party might be willing to pay is not necessarily the true value. 
 
Yardstick Values 
 
This method assigns a value per unit of commodity, which has been estimated to be contained on the project. This 
must vary greatly to account for the resource or reserve classification and the assumed costs for extraction and 
treatment. The availability and ownership of useful plant and facilities will alter cases radically. 
 
For gold operations a range of from $10 per ounce - for inferred underground resources - to $40 per ounce - for open 
pit probable reserves - was recognised by some valuers (circa 1990s). 
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Appendix E 

 
 

Sources of Information 
 
The following sources of information have been utilised and relied upon in the course of 
preparing this report: 
 
• Draft Notice of Annual General Meeting and Explanatory Memorandum;  
 
• Tenement Valuation reports prepared by Veronica Webster Pty Ltd dated 3 August 

2007 and 27 February 2009; 
 
• Audited financial statements of Xtreme for the financial years ended 31 December 

2007 and 2008; 
 
• Reviewed financial statements for the half-year ended 30 June 2008; 
 
• Audited financial statements for the eight months ended 31 August 2008; 
 
• Xtreme’s listing of top 20 shareholders as at 31 December 2008; 
 
• Xtreme’s share transfers for the period from 1 January 2008 to the date of this 

report; 
 
• Diatreme Notice of General Meeting and attachments - 4 October 2007; 
 
• Xtreme draft prospectus; and  
 
• Discussions with two Directors. 
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Appendix F 
 

 
Declarations, Qualifications and Consents 

 
1. Declarations 
 

This report has been prepared at the request of the Directors of Xtreme pursuant to 
Section 611 of the Act to accompany the notice of meeting of shareholders to approve the 
Proposed Transaction.  It is not intended that this report should serve any purpose other 
than as an expression of our opinion as to whether or not the Proposed Transaction is fair 
and reasonable. 

 
The procedures that we performed and the enquiries that we made in the course of the 
preparation of this report do not include verification work nor constitute an audit in 
accordance with Australian Auditing Standards, nor do they constitute a review in 
accordance with AUS 902 applicable to review engagements. 

 
2. Qualifications 

 
Mr Derek M Ryan and Mr Paul Lom, directors of DMR Corporate prepared this report.  
They have been responsible for the preparation of many expert reports and are involved 
in the provision of advice in respect of valuations, takeovers and capital reconstructions 
and reporting on all aspects thereof. 
 
Mr Ryan has had over 35 years experience in the accounting profession and he is a 
Fellow of the Institute of Chartered Accountants in Australia.  He has been responsible 
for the preparation of many expert reports and is involved in the provision of advice in 
respect of valuations, takeovers and capital reconstructions and reporting on all aspects 
thereof. 
 
Mr Lom is a Fellow of the Institute of Chartered Accountants in Australia and a 
Registered Company Auditor with more than 30 years experience in the accounting 
profession.  He was a partner of KPMG and Touche Ross between 1989 and 1996, 
specialising in audit.  He has extensive experience in business acquisitions, business 
valuations and privatisations in Australia and Europe. 

 
3. Consent 
 
 DMR Corporate consents to the inclusion of this report in the form and context in which 

it is included in the Explanatory Memorandum. 
 

 




