Minutes of the second meeting of creditors of COMPASS RESOURCES LIMITED
(ADMINISTRATORS APPOINTED), ACN 010 536 820 held at The Holiday Inn, 116 The
Esplanade, Darwin NT at 8:00am (CST) on Thursday, 30 April 2009.

1.  PRESENT

See attached attendance register.

2. INATTENDANCE

See attached attendance register.

3. CHAIRMAN

Martin Jones, one of the Administrators of the company, opened the meeting and introduced himself.

The Administrator advised that he would act as Chairman of the meeting in accordance with
Regulation 5.6.17(1) of the Corporations Regulations.

The Chairman then advised, in accordance with Regulation 5.6.16(2) of the Corporations Regulations,
that a quorum was present and, in accordance with Regulation 5.6.14, that the meeting was being
held at a date, time and place convenient to the majority of persons entitled to receive notice of the
meeting.

4. NOTICE CALLING THE MEETING

The Chairman advised that the notice calling the meeting was published in the Northern Territory
News, Sydney Moming Herald and The West Australian on 23 April 2009 and that the notice was
posted to all known creditors of the company on 22 April 2009. The Chairman advised that the
notice was also emailed and faxed to creditors where possible.

Moved: Kevin Stephens
“THAT the notice calling this meeting be taken as read.”

The motion was declared carried unanimously on the voices.
5. ADMISSION OF PROXIES

The Chairman tabled the attendance register and proxies submitted to vote for the purposes of the
meeting. The Chairman made specific reference to the claim submitted by HNC Australia Resources
Limited (*HAR") in the amount of $9.44 million and noted that this claim as being “objected to”
however allowed to vote for the pumposes of the meeting. The Chairman made further specific
reference to a contingent claim made out by HAR in the sum of $2.4 million which was also noted as
being “objected to” but allowed to vote for the purposes of the meeting.

The Chairman drew reference to another two contingent claims made out by HAR in the sums of
some $30 million and $320 million which were not considered to be a just estimate of the contingent
claims and were therefore rejected for voting purposes of the meeting.

The Chairman acknowledged some 150 shareholder claims and 40-50 proxies lodged with the
Administrators for the meeting. The Chairman noted that these shareholders are claiming to be
elevated to creditors of the company and that the law surrounding this issue is reasonably new. These
shareholder/creditor claims were admitted to vote for the value of $1 however noted as being
“objected to” given the issues with quantification. The claims will be further looked at in determining
any dividends payable by way of the formal adjudication process. A number of the claims included
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amounts for unliquidated damages for which the Administrators’ will consider expert advice in due
course.

The Chairman noted that there was a number of observers present at the meeting as per the
attendance register to which he had no objection and were permitted to observe for the remainder of
the meeting.

6. DETERMINATION OF A QUORUM

Pursuant to Regulation 5.6.16(2) of the Corporations Regulations, the Chairman determined that a
quorum was present.

7.  PURPOSE OF MEETING

The Chairman advised that this was the second meeting of creditors held since his appointment as
Administrator.

The Chairman explained that the purpose of the meeting was to enable creditors to discuss and
consider the company's proposal that it should execute a Deed of Company Arrangement.

The Chairman drew creditors' attention to the object of Part 5.3A of the Corporations Act 2001
regarding the Voluntary Administration process. He observed that Section 435A provides for the
business, property and affairs of an insolvent company to be administered in a way that:-

o) Maximises the chances of the company, or as much as possible of its business, continuing in
existence;

OR

. If it is not possible for the company or its business to continue in existence, results in a better
retumn for the company's creditors and members than would result from an immediate winding
up of the company.

The Chairman advised that pursuant to Section 439A(4), he is obliged to report to creditors and form
an opinion as to what he believes is in creditors’ best interests regarding the options available.

In this regard, he confirmed to creditors that pursuant to Section 439C, creditors may resolve either of
the following conceming the company's affairs:

. That the company execute a Deed of Company Arrangement (even if it differs from that
proposed).

. That the Voluntary Administration should end (in which case, control of the company's affairs
would be handed back to the directors).

. That the meeting be adjourned for a period not exceeding forty-five (45) business days.

. That the company be wound up and thereby placed into liquidation.

8. REPORT OF THE ADMINISTRATOR

The Chairman tabled the Administrator's report to creditors dated 22 April 2009. The contents of the
report were discussed and a powerpoint presentation used to display the key contents of that report.
The Chairman advised that a copy of the powerpoint presentation would be annexed to the minutes.



9. CONSIDERATION OF ALTERNATIVE COURSES OF ACTION

The Chairman explained the courses of action available to creditors under Section 439C. He
confirmed that the options available to creditors are:

" Resolve that the company execute a Deed of Company Arrangement; or

= Resolve that the Administration should end; or

. Resolve that the company be wound up; or

. Resolve to adjoum the second meeting for a period not exceeding 45 business days.

The Chairman went on to explain the specific advantages and disadvantages of the company's
proposal compared with Liquidation.

10. QUESTIONS FROM CREDITORS

The Chairman then asked whether there were any questions which creditors wished to raise and
requested that questions be directed to the Chairman in the first instance and that questioners identify
themselves and the creditors they represent.

Chairman:

Wayne Adams:

Chairman:

Chris Cousins:

Chairman:

The Chairman noted that he had received a list of 12 queries from a
shareholder via email (and a further copy hand dslivered at the meeting). Such
questions were of a technical and specific nature and therefore difficult to
answer in a meeting forum as they pointed to precise events such as
presentations made during meetings of shareholders of the company. The
Chairman tabled these questions and advised that as he was not able to
provide answers in the meeting he would undertake to provide the shareholder
with a written response. The questions and responses will also be uploaded on
the company and Ferrier Hodgson websites.

A copy of the questions raised are annexed to these minutes, together with the
initial answers (subject to further enquiry as appropriate) that were compiled
after this meeting of creditors.

A query was raised in relation to who was paying the 60 staff and security at
the Batchelor Mine Site since Christmas of 2008?

The Chairman responded that from the date of the Administrators’ appointment
to 17 February 2009, the Administrators were responsible for making those
payments and from then forward it was the Receivers and Managers.

The shareholder raised some queries as to the causes of failure for the
company in relation to the failure of the project design and the lack of adequate
controls and potential breaches of directors’ duties.

The Chairman advised, anecdotally, that the costs and the project could have
been better managed. There needs to be some separation between directors
not discharging their duties as in not looking at the situations with proper care
and skill and simply “getting it wrong”. If they were to get it wrong with all of the
reasonable information in front of them then they have not necessarily
breached their duty to the company. There is however some grey area which
requires considerable work to analyse and explore the technicalities.
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Chris Cousins:

Chairman:

Shareholder 1

Gary Tainsch:

Chris Cousins

Steve McNamee:

Chairman:

Gary Tainsch:

Geoff Boulton:

Chairman:

The shareholder requested, in some detail, an outline of what went wrong as
there were cost blowouts of 200-400% to which explanations had never been
given to shareholders. The shareholder also advised that he was of the
impression that the Administrators had been investigating this for the past eight
weeks.

The Chairman advised that the past eight weeks had been spent working
towards a commercial reconstruction for the company to provide a better return
for creditors. There were a number of unanticipated technical and engineering
issues including a change in the ore body which led to the cost overruns.
However, there needs to be further investigation into whether it was simply a
matter of poor management or negligence from which claims may arise and
this will be the subject to future work. We are interested in feedback from the
Receivers in relation to whether there were any flaws in the project which
should have been picked up. It is after this investigation that the Administrator
will be able to provide a full/appropriate response to creditors.

Concemns were raised in relation to comments made by a director of the
company at the EGM on 29 January 2009 and by whom they were advised that
the plant was not built to Australian standards and that there were fundamental
issues in relation to the foundations not being in the correct place.

Expressed the view that there was something fundamentally wrong with

the plant and that the Board had not come clean on the issues.

Mr Cousins claimed that he had been informed by Richard Swann that there
were things done which were hidden from Mr Swann. Mr Cousins considered
there must therefore be something fundamentally wrong.

A suggestion was made that the shareholders should solicit information from
those involved in the beginning of the project as to what went wrong. The
information needs to come from those with the relevant expertise. The focus of
today's meeting is on the future of the company and whether to execute a Deed
of Company Arrangement. Looking at the past should be done sometime in the
future but not today.

The Chairman noted the frustration from the sharehoiders to the lack of
adequate feedback on the issue and suggested that a Committee of Inspection
may work to achieve an appropriate account of what went wrong.

Mr Tainsch noted his view that the professionalism and competence of the
senior project managers was lacking.

Mr Boulton raised his concerns that the company failed to meet its own
corporate governance standards, which provide specific assurances as to how
information is communicated to shareholders through its website and other
public announcements, when the company's disclosures were (allegedly)
obviously inadequate or incormrect.

The Chairman noted that he was not able to address this issue at the meeting.
It is an area that would require significant further work to consider the potential
divide between the public announcements made and what was actually
occurring on site, and the comments made to shareholders in relation to the
project and the directors’ knowledge at each point in time.



Chris Cousins:

Chairman:

Shareholder 1:

Dennis Lennard:

Chairman:

Dennis Lennard:

Chairman:

Karin Petherbridge:

Chairman:

Evangelos Louizidis:

Chairman:

Dennis Lennard:

Chairman:

Mr Cousins raised the question as to whether the Administrators will be putting
together a more detailed report to creditors in response to the issues raised,
and whether the report will be of a statutory form.

The Chairman advised that a further/statutory report will be provided to
creditors when it is time to consider the variation of the DOCA and that such
report will be provided within the next 12 months. In the interim, creditors could
expect other updates over the next 12 months.

An unregistered shareholder recommended that an engineer who is at arm’s
length from the company be employed to investigate the projects and that the
creditors be provided with the report more than one week before the next
meeting.

Mr Lennard enquired as to when the company failed to meet its contributions to
the Oxide Joint Venture, resulting in the secured debt.

The Chairman advised that it is a matter of some dispute. The Memorandum of
Understanding (“MOU") provided by HNC in November 2008 provided for
payments 4 months in advance by HAR which, based on the projections at that
time, would allow the project to be completed and see the beginning of a
positive cash flow at which point CMR could have matched the HAR cash calls
and sought to rectify the in-balance of recent HAR payments.

Mr Lennard enquired as to whether CMR therefore had some discretion as to
whether it met its JV obligations.

The Chairman advised that CMR had its obligations. It was an issue as to how
those obligations were affected by the MOU.

Ms Petherbridge enquired as to whether HNC or HAR would classify as a
holding company and whether there was any likelihood of obtaining a retum
from HNC for breach of the MOU.

The Chairman advised that neither HNC nor HAR were a holding company of
CMR and noted that he was unsure as to where the question was “going”. The
Chairman also advised that the Administrators had sought legal advice and
were progressing a claim against HNC for its breach of the MOU. The claim
against HNC/HAR was disputed by HNC/HAR.

The shareholder noted that a meeting of the company’s major creditors was
held in Beijing without the shareholders. He also queried whether the 14.5
million pounds of uranium referred to in the Administrators’ report was correct
and whether the Australian Government had been consulted in relation to the
Uranium deposit.

The Chairman thanked the shareholder for bringing the issue of Federal
regulation of uranium to his attention as it is the first time this had been raised
and therefore he would take this into consideration. The Chaiman also
apologised for the error in the reporting of the uranium resource in the
Administrators’ report, which was outdated, the true resource being understood
to be closer to 2.5M pounds. "

The shareholder queried the economic viability of the Uranium resource and
conflicting values represented in the Administrators’ report.

The Chairman advised that the Administrators were working with the geclogical
team in order to ascertain more accurately the value of this asset. The
Chairman said that he would not dismiss it as uneconomic or of no value.



Evangelos Louizidis:

Chairman:

Evangelos Louizidis:
Chairman:
Evangelos Louizidis:
Chairman:

Karin Petherbridge:

Chairman:

Karin Petherbridge:

Chairman:

Karin Petherbridge:

Chafrman:

Karin Petherbridge:
Chairman:

Geoff Boulton:

Chairman:

Geoff Boulton:
Chairman:

Shareholder 1:

Mr Louizidis suggested that he thought the Administration could have been
avoided and that it was a voluntary administration of convenience.

The Chairman made note of written correspondence received from the solicitor
of a creditor who asks whether a claim could be made against HAR.

Mr Louizidis enquired as to who makes the claim and whether the
Administrators should seek advice from the ASIC.

The Chairman advised that it is the company, through the Administrators, to
investigate, take advice upen and potentially pursue such a claim.

Mr Louizidies enquired as to whether a report had been lodged with ASIC.
The Chairman advised that a report has not been lodged with ASIC.

The creditor drew notice to the expected 3-4 month timeframe for the payment
of employee entitiements detailed in the Administrators’ report and queried
whether this timeframe was accurate.

The Chairman advised that it is our expectation, subject to resoiution of the
issues in relation to the ownership of the funds in the company’s bank accounts
and the Receivers retiring in respect of certain assets, in order that a priority
dividend can be paid.

The question was asked as to the impact of the Receivers and Managers on
the Deed Administrators’ control of the company and its ability to pay employee
entittements?

Advised that the Deed will not affect the powers of the Receivers and
Managers and that the payment of employee entittements was subject to the
issues just mentioned. The Receivers are cumently responsible for the
company's staffing requirements and the Administrators would work with the
Receivers in relation to the outstanding entitiements of all staff.

Ms Petherbridge queried some outstanding payments and whether to take
these up separately with the Receivers and the Administrators.

The Chairman advised that they should be taken up separately with reference
to the period to which the sums relate (Generally speaking: Pre-17 February
2009 — the Administrators, the 17 February 2009 onwards — the Receivers).

Ms Petherbridge requested a copy of the minutes from the meeting.

The Chairman advised that Administrators generally try to avoid sending the
minutes to creditors individually as they are available as a public document
from ASIC, however a copy will be sent as will a copy be available from the
Ferrier Hodgson website.

Mr Boulton repeated his earlier question as to when CMR breached the JV
Agreement by not making its cash calls?

The Chairman advised that MOU is pertinent to CMR non-payment of cash
calls and whether a breach occurred. "

Asked if it the HAR contributions, not matched by CMR, occurred after the
MOU.
The Chaimman confirmed that was the case.

Noted that when HNC entered the MOU, they were aware that CMR did not
have the capacity to pay.



Geoff Boulton:

Chairman:

Geoff Boulton:

Chairman:

Evangelos Louizidis:

Chairman:

Evangelos Louizidis:

Chairman:

Shareholder 1:

Dennis Lennard:

Chairman:

Chris Cousins:

Chairman:

Asked why HNC registered its charge in 2007 if there was no breach of the JV
Agreement?

The Chairman advised that there were charges registered in 2007 (at the dates
outlined in the Administrators’ report) over CMR which are similar to those over
HAR. CMR owns the tenements and part of the Oxide plant. HAR also owns
somse of the Oxide plant. The charges secure the rights of the JV parties to a
licence to extract ore from the tenements and to utilise the plant.

Mr Boulton queried why the public were not notified that HAR was a secured
creditor back in 2007.

The Chaiman advised that although it is a trite comment, the registered charge
document was publicly available. The security was necessary only to protect
the commercial operation of the project and was therefore not a general
encumbrance in respect of a loan agreement. The security also only has a
value of $10,000.

The shareholder questioned the validity of the meeting in light of recent
shareholder claims and the status of the uranium assets.

The Chairman informed the attendees that the meeting that he considered the
meeting was valid and as being held consistent with the statutory timeframes.

Mr Louizidis enquired as to whether the Administrators would be taking the
issues to ASIC.

The Chairman advised that the Administrators have raised the claim against
HAR and the Administrators will pursue the claim.

The shareholder noted that he has given a proxy form approving the
Administrators’ fees and would like the Administrator to be sure on his
responses to the questions raised in this meeting.

Mr Lennard queried whether the company was put into Administration to
prevent the EGM conversion of Coffee House and HNC debt to equity.

The Chairman suggested that no director wants a company under their control
to end up in Administration. The purpose of the board is to maintain the
solvency of the company and provide a retum for shareholders. Directors are to
take the role on in good faith. The directors in this case made the decision to
appoint Administrators, under professional advice, in order to protect all
stakeholders.

Mr Cousins suggested that the Administrators should not take anything from
the company on face value, indicating that the validity of all positions/
statements espoused by the company should be considered/ questioned.

The Chairman noted that he takes all concems seriously and values the issues
raised by the shareholders as they have a much more intimate knowledge of
the company’s history. The Chaiman then drew the focus of the discussion
back to the purpose of the meeting, which was the consideration of a DOCA
proposal. B

The Chairman recommended that the creditors choose to execute the DOCA because it was

structured to preserve

value for the shareholders and because it was not in the interest of creditors for

the company to be wound up or for control to revert back to the directors.



11. DEED OF COMPANY ARRANGEMENT

Moved: Steven McNamee as proxy for Norvest Projects
Seconded: Rob Staniey Dahl as proxy for R&L Dahl Enterprises

"That pursuant to Section 439C of the Corporations Act 2001, the company be required to
execute a Deed of Company Arrangement under Part 5.3A of the Corporations Act 2001 in the
same form as the proposal statement outlined in the Administrators’ report to creditors dated
22 April 2009."

The motion was declared carried on the voices with HNC (Australia) Resources Pty Limited (“HAR”)
and Hunan Nonferrous Metals Corporation Limited (‘HNC”) noted as abstaining from voting. The
Chairman also abstained in relation to any general proxies in his favour.

The Chairman advised that in accordance with Section 444A (2), the Administrators of the company
are to be the Administrators of the Deed, unless creditors, by resolution passed at the meeting,
appoint someone else to be Administrator.

It was noted that there were no other nominations.
Further Questions
Sharehoider: Does HAR now have to drop its claim since a DOCA has been accepted?

Chairman: No, all claims will be formally adjudicated to which the claimant is able to
appeal. There is a statutory process for dealing with creditor claims which will
be built into the DOCA.

Shareholders’ and other claims will be considered by the Deed Administrators
and the Courts can consider the basis of the adjudication process, which will be
built into the Deed.

Variations to the holding DOCA are expected to be put to creditors in the future,
and shareholders who are admitted as creditors will be have an opportunity to
give their feedback in relation to such variations.

12. COMMITTEE OF INSPECTION
The Chairman called for nominations and nominations were received.

Moved: Justin Dunwell
Seconded: Robert Dahl as proxy for R&L Dahl Enterprises

“That a Committee of Inspection be appointed comprising representatives of the following
creditors”:

=ya
20 ) prese

Coffee House Group Limited Mr Gordon Toll
Sharehoider Mr Chris Cousins

YA Global Investments LP Mr Jim Carr

HNC/HAR Mr Qing (Alex) Xu
Various employee Superannuation funds | Ms Karin Petherbridge
Observer

Shareholder Mr Evangelos Louizidis




The administrator noted that Mr Evangelos Louizidis would be allowed as an observer of the
committee.

The motion was declared carried with the Chaiman abstaining from exercising proxies in his favour.

13. REMUNERATION OF ADMINISTRATORS OF THE COMPANY
Moved: Mrs Jettner as proxy for Andrew Jettner

"That the remuneration of the Administrators, as set out in the Administrators’ remuneration
report dated 22 April 2009 for the period 18 February 2009 to 9 April 2009 be approved and
fixed in the sum of $170,700.50 (exclusive of GST).”

The motion was declared carried with the Chairman abstaining from exercising general proxies in his
favour.

Moved: Justin Dunwell

"That the Administrators’ further remuneration for the period 10 April 2009 to 30 April 2009 be
fixed in accordance with the Ferrier Hodgson hourly rates up to the sum of $80,000 (exclusive
of GST).”

The motion was declared carried with the Chairman abstaining from exercising general proxies in his
favour.

Moved: Justin Dunwell

“That the Administrators’ future, further remuneration for the period 1 May 2009 to the
execution of the DOCA be fixed in accordance with the Ferrier Hodgson hourly rates up to the
sum of $80,000 (exclusive of GST).”

The motion was declared carried with the Chairman abstaining from exercising general proxies in his
favour.

14. REMUNERATION OF THE ADMINISTRATORS OF THE DEED OF COMPANY
ARRANGEMENT

Moved: Mrs Jettner as proxy for Andrew Jettner

“That the Deed Administrators’ remuneration be fixed in accordance with the Ferrier Hodgson
hourly rates up to the sum of $300,000 {exclusive of GST) from the date of the execution to the
conclusion of the DOCA and that the Deed administrator be authorised to make periodic
payments on account of such accruing remuneration.” X

The motion was declared carried with the Chairman abstaining from exercising general proxies in his
favour.



15. FURTHER BUSINESS AND QUESTIONS

Shareholder 1:

Chairman:

Sharehoider 1:

Shareholder:
Chairman:

Shareholder:
Chairman:

Evangelos Louizidis:

Chairman:

Shareholder 2:

Chairman:

Justin Dunwell:

Chairman:

Requested that the remuneration report form 1/10" or 1/15" of the next report
as it was too exhaustive in the recent Administrators’ report.

The Chairman agreed with the creditor's comments but noted the statutory and
industry standards which require the report which was provided to creditors
along with the s.439A report.

On that basis, the shareholder requested that the Administrators should then
include more detail about their investigations in the report.

Questioned whether there will be a new operator for CMPL.

The Chairman confirmed that CMPL was likely to be put into liquidation today
and advised that he understands that the Receivers and Managers will be
taking action to appoint a new operator, but the Administrators are not privy to
the details. The Chairman also advised that the Administrators continue to
pursue HAR and the Receivers and Managers for an accounting for the project.

Asked whether there is any possibility that HAR will be the operator.
Noted that he would only be speculating and therefore could not answer.

Queried whether there was any possibility of an in specie distribution to
shareholders now.

The Chairman advised that was not possible, rather the creditors (including
shareholders whose claims are admitted as creditors) would be dealt with first
under the Corporations Act 2001 provisions and then the shareholders will be
entitied to any surplus. First and foremost thought, the Chairman noted the
need to see the removal of the Receivers and Managers, and for HAR to
remove their charge so as to allow the Administrators to deal with the assets.
The strategies for reconstruction of the company will be discussed with the
Committee of Inspection. The Chairman noted there were a number of issues
to resolve with the Receivers and there was no clear time frame for which the
Receivers may be active.

A query was raised in relation to the location of the creditors’ meetings and
whether the next meeting could be held in Sydney, New South Wales, which is
the location of the company’s head office.

The Chairman advised that the meeting is required, by statute, to be held in a
location which is most convenient to the majority of creditors and that
consideration would be given in relation to the venue of future meetings.

Mr Dunwell asked whether there would be redundancies now that a DOCA had
been accepted and whether the pre-appointment entilements of those
employees who are kept on will be released.

The Chairman advised that the DOCA in itself does not cause the termination
of any staff. The question is a practical one for the Receivers and Managers. In
terms of the employee entitlements, the Chairman ‘advised that each creditor
group’s entitlements would be paid at the same time, so there will be no
discrimination between employees who are terminated and those who are kept
on.
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16. CLOSURE

There being no further business, the meeting was then terminated at 10:10am.

Signed as a correct record.

DATED this 12" day of May 2009

"
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Questions requiring response at second meeting of CMR creditors

1.Shareholders provided a detailed brief to both the administrator and ASIC citing
numerous serious allegations which give rise to claims for potentially misleading and
deceptive conduct and also raised questions concerning the diligence and probity in
the discharge of fiduciary and statutory obligations.

In the 439a report the administrator acknowledges these allegations need further
investigation but this is yet to be done. How then was the administrator able to state at
7.5 of the 439a report

It has “not identified any breaches by the directors of their statutory or fiduciary
duties.”

The matters you refer to are allegations of breaches of duty. These
claims were not substantiated. Sections 1308 and 1309 (False or
Misleading Statements and False Information) of the Corporations Act
2001 (“the Act”) provide only for criminal consequences, not
compensatory damages, which may form the basis of a return to
creditors. For completeness, | note that the application of these
sections is not affected by the holding DOCA. Indeed, the same
sections are relevant for investigation by the ASIC in relation to
companies which are outside of any form of insolvency administration.

2.Why did the 439a report state at 7.5 that there were no breaches of director's
fiduciary/statutory duties identified, when it is clearly identified in the report that
HAR became a secured creditor by virtue of CMR not matching the funding of the JV
partner as required by the J'V Agreement?

The Administrators’ section 439A Report (refer 5.1.9) identifies the issue,
the sum claimed by HAR pursuant to the charge documents, is not
recognised by the Administrators as being a debt, et alone a secured
debt against the assets of CMR generally. It is not a liability capable of
reporting in a balance sheet, rather it represents a potential future
adjustment to CMR’s interest in the Oxide JV given HAR has funded
more of the associated costs than CMR. There is considerable further
work required to consider the merits of each allegedly false statement.

3. Considering that the Company Presentation of August 08 used current metal prices
and showed a positive NPV for the Oxide production and were the based on prices
that were negotiated with the buyer at the time; and other presentations to
shareholders showed the project would be profitable even with metal prices around
recent low levels - why did the 439a report state that significant falls in the prices of
copper, nickel and cobalt contributed to the failure of the company?

The falling prices of the metals was very significant and the contract
with the buyer did not shelter the company from the impact of same.
The buyer terminated the contract upon the appointment of the



Administrators. The Oxide operation was potentially uneconomic at
January 2009 metal prices. Had the metal prices remained at August
2008 levels, there would have been an improved likelihood of the
company obtaining further funding to meet the costs of remedial works,
and the operation would likely be economic and the company not
subject to administration.

4. Low metal prices surely can only impact the bottom line if a company is selling
product in worthwhile quantities. If they are producing minimal copper and no nickel
or cobalt at all — because it is presumably sitting in the bottom of the tailing dam, how
can low metal prices contribute to the company's failure - surely the failure can only
be attributed exclusively to the earlier mentioned reason - A lack of adequate project
design and controls.

The lack of adequate project design and controls were a major factor in
the company’s failure. But please refer to my comments in answer to
the previous question as to the impact of the low metals pricing
prevailing in January 2009.

3. Surely the board has a duty to ensure the project is robustly designed and that
adequate controls and oversight are in place to ensure the project is delivered on time
and on budget and failure to do so must bring them in breach of their statutory
obligations

The Board maintain that they kept the market fully informed on the
difficulties being experienced in construction. For example the following
extracts from ASX announcements:

a) 21 August 2006 cost estimate = $69 million.

b) 5 April 2007 cost estimate = $83 million. “A continuing mining
industry wide shortage of materials, equipment and personnel has
been causing the initial projected capital cost estimate of many
projects to escalate steeply and in some cases more than
double....as of this date with construction quite advanced, of
$83M....First fills, preproduction, inventory/critical spares, and
owners’ costs of $21 million, are in line with expectations... The
company also incurred unbudgeted expenditure in two significant
areas: $1.9 million in road upgrades to close certain existing
roads for security and infrastructure purposes.....”

c) 30 May 2007 cost estimate = $A83 million together with $A21
million for first fills, preproduction, inventory/critical spares, and
owners’ costs.

d) 30 August 2007 cost estimate = increase by 20% to 30%. “The
work to date suggests that project commissioning will move from



the fourth quarter of 2007 to the first quarter of 2008 and costs, ....
will increase by between 20% and 30%.”

e) 3 October 2007 cost estimate = $106 million plus $28 million. “The
subsequent resignations of key project management staff
necessitated the establishment of a new project management
team during August. The new team uncovered previously
unknown deficiencies in some areas of plant construction and in
project management procedures. This has led to corrective
action, remedial works in some areas, and revision of project
management systems. A progressive peer review of critical
aspects of the project has been implemented.

Schedule slippage has been defined by a re-assessment of all
tasks and inputs required for project completion, and the need for
additional and remedial work identified by the new management
team. The cost estimate increase resulted largely from the
additional works and the additional construction time. The cost
and schedule changes have also been unavoidably impacted by
the highly competitive conditions in the mining industry
equipment and construction personnel markets.”

f) 21 December 2007 cost estimate = $140M plus $32M first filis, pre-
production and operating costs, owners costs etc. “Mainly as a
result of the progressive peer review advised in October 2007, and
also resuiting from materials cost increases and supply delays,”

g) 22 July 2008 cost estimate = $175 million plus $40 million first
fills, pre-production and operating costs, owners costs etc.

6. Given that low metal prices could have little or no real impact on the Company’s
bottom line, how could inadequate design and control alone account for the
magnitude of cost and time overruns seen in the browns Oxide Project. These far
exceed reasonable expectations by any measure. The magnitude of cost and time over
runs at the Browns Oxide Project — 400% and 200% respectively are similar to those
usually only seen in multi billion dollar projects on the international stage such as the
London Cross Rail and the Scottish Parliament in the UK.

A body of evidence exists in international literature that suggests cost and time over
runs of this magnitude are usually reserved for major projects on the international
stage — which require “political” approval and a body of evidence exists to suggest
these projects are usually understated in time and costs from the outset so as to ensure
they appear palatable and commencement is approved. Can the administrator explain
how they can be seen in a relatively low-key project on the outskirts of a small town
in the Northern Territory without a detailed account appearing in the 439a report?

e Low metal prices have a very direct impact on the ability of the
project to deliver positive cash flows and the size of those cash



flows and hence the solvency of the company. Please refer to my
comments in answering question 3 above.

s As can be seen from the answer to question 5, the original cost of
the plant was quoted as $69 million and the final cost was $175
million, an increase of approximately 150%. Construction was first
quoted as being completed in June 2007 and was completed just
over 1 year later.

¢ The reasons for the cost and time overruns are contained in the
answer to question 5.

¢ The cost overruns are clearly an area of concern. Nonetheless,
consideration should also be given to a number of recent
resource industry projects with similar magnitude cost and time
overruns, and technical difficulties despite being designed,
executed and managed by much larger companies; e.g Goro, BHP
Ravensthorpe WA, BHP HBI (Port Hedland, WA).

7. Bearing in mind the comments by Mr P Wood, a director of CMR and executive of

INTEC limited, (a company with expertise in metal extraction) at the EGM, (which
Ferrier Hodgson attended) made it clear that while the copper circuit may have been
conventional the nickel cobalt circuit was not conventional and as such ought have
been piloted — but it wasn't and that his further comments when he himself posed the
rhetorical question — “should it have been piloted?” ... “The answer is obvious" ... “It
should have been piloted YEARS ago” —

Bearing these comments in mind please advise how Ferrier Hodgson came to the
conclusion that the Board of Compass discharged their duties in a diligent manner
when considered in the light of the aforementioned comments by a fellow director.

Given the results of the test work performed, the then board approved
the project on the basis of those results. Similar decisions have been
made by other boards for other projects.

With the benefit of hindsight, it is easy to conclude that pilot plant
testing should have been performed. [ believe this is the basis upon
which the comments were made. It should be noted that this testing
would have delayed the projected startup of production by a
considerable period of time, potentially for the better, or the worse, we
are unable to say because this course of action was not adopted.

8. Given that one of the joint and several administrators were present at the EGM of
29 January to hear Mr Wood's comments why did the 439a report fail to address the
numerous remarks by Mr Wood who described the announcements concerning
commissioning, cost estimates and construction schedules as “demonstrably
erroneous” and commissioning of the plant as “a stuff up” and “an on going stuff up”
saying further that there was “just no excuse”.



| believe the answers to questions 5 and 7 answer this question.

9. It is noted that a partner of Ferrier Hodgson was present at EGM of 29 January
when shareholders expressed concern that the CMR website had not been updated
since 31/10/2008. It is further noted that at this meeting Ferrier Hodgson even
expressed concern over this stating “There is simply no excuse” for not keeping a
website updated — “it is a simple process - there is just no excuse”. Even though it is
now clear the information on that web site was out dated and inaccurate many
shareholders relied on information from the website concerning such matters as, but
not limited to, the Joint Venture Agreement with HNC eg:

Significantly for CMR shareholders, most financial risk of developing the company's
large base metals resources has been removed and shareholders will suffer no
dilution as a consequence of these developments_. The company will _not be required
to undertake any debt or hedging obligations and _will have approximately $60M
available in addition to the free cash-flow that will be immediately available from

the oxide mining operations.

It is now clear that this claim became untrue some time ago - why then did the 439a
report not highlight shareholder concerns that the company website had not been
updated since 31/10/2008 and therefore presented inaccurate and potentially
misleading information to investors and shareholders.

The answers to questions 2 and 5 are relevant.

10. Why did Ferrier Hodgson shut down and re-direct the Compass web site to their
own site.

Given that the website was “out of date” and all the information
contained on the website was (and remains) still freely available from
the ASX, the Administrators were of the initial view that re-directing the
CMR website to the FH link on Compass would give stakeholders the
most up-to-date information.

11. Why did they do this at the very time they were asking shareholders to produce
proof of their claims that they had been misled?

See answer to question 10. Upon the request of shareholders interested
to source information from the site to support their claims, the company
website was reinstated.

12. Why did it take some weeks to reinstate the web site?
The website was only re-instated due to various stakeholder requests.

We do not consider shareholders have been disadvantaged by any delay
in relation to this.



