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BlackEarth

For an offer of up to 30,000,000
Shares at an issue price of

$0.20 each, together with one

(1) free attaching Partly Paid
Share (paid to $0.0001, unpaid to
$0.2499) for every two (2) Shares
subscribed for, to raise up to
$6,000,000. The Offer is subject

to a minimum subscription
requirement of 22,500,000
Shares at an issue price of $0.20
each to raise $4,500,000.

It is proposed that the Offer will close at
5:00 pm (WST) on 14 December 2017.
The Directors reserve the right to close
the Offer earlier or to extend this date
without notice. Applications must be
received before that time.

Vinerals NL

ACN 610 168 191

IMPORTANT INFORMATION

This is an important document. You should read
this document in its entirety to assist in deciding
whether or not to invest in the Company.

You should also consult your professional
advisers before deciding whether to invest in the
Company. This Offer does not take into account
your investment objectives, financial situation or
particular needs. You should carefully consider the
risk factors in Part C of Section 5 and Section 8 in
light of your circumstances.

This is a Replacement Prospectus dated

24 November 2017. It replaces a prospectus
dated 8 November 2017 relating to an offer by
BlackEarth Minerals NL ACN 610 168 191.

INVESTMENT IN THE SECURITIES OFFERED BY
THIS PROSPECTUS SHOULD BE CONSIDERED
AS HIGHLY SPECULATIVE IN NATURE.
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2.1

IMPORTANT NOTICE

This Prospectus is dated 24 November 2017 and was
lodged with ASIC on that date. This Replacement
Prospectus replaces the prospectus lodged with
ASIC by the Company on 8 November 2017 relating
to the Offer as amended by a supplementary
prospectus lodged with ASIC by the Company dated
20 November 2017 (Original Prospectus). ASIC and
its officers take no responsibility for the contents of
this Prospectus or the merits of the investment to
which this Prospectus relates. No person or entity

is authorised to give any information or make any
representation in connection with the Offer that is

not contained in this Prospectus. Any information

or representation not contained in this Prospectus
must not be relied on as having been authorised by
the Company in connection with the Offer or this
Prospectus.

No Securities will be issued on the basis of this
Prospectus later than 13 months after the date of
the Original Prospectus. Application will be made

to the ASX within seven days after the date of this
Prospectus for Quotation of the Shares offered under
this Prospectus.

It is important that applicants read this Prospectus

in its entirety and, if in any doubt about whether to
apply for Shares or you have any questions, seek
professional advice. The Securities the subject of this
Prospectus should be considered as highly speculative
in nature.

None of the Company, the Directors or any other
person gives any guarantee as to the success of the
Company, the repayment of capital, the payment of
dividends, the future value of the Securities or the price
at which Shares will trade on the ASX.

Replacement Prospectus

The material differences between the Original
Prospectus and this Replacement Prospectus are as
follows:

e amendments to the Chairman'’s letter;

e amendments to the indicative timetable for the
Offer,;

e the inclusion of additional information about the
structure of the Group and the ownership of the
Tenements;

® the inclusion of additional information concerning
the terms and conditions of the Partly Paid Shares;

e amendments to the Independent Geologist’s Report
— Australia in Section 10, including the replacement
of Section 1 and Section 2 of the JORC Code,
2012 Edition Table 1 in Appendix 1 to that report;

e amendments to the Independent Geologist’s Report
— Madagascar in Section 11, including the insertion
of JORC Code, 2012 Edition Table 1 in Appendix 4
to that report, and

e amendments to the table contained in the
Schedule to the Solicitors’ Report on Tenements —
Madagascar in Section 14.
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2.2

2.3

24

Exposure Period

In accordance with Chapter 6D of the Corporations
Act, this Prospectus is subject to an exposure period
of seven days from the date of lodgement of the
Prospectus with ASIC. This period may be extended
by ASIC for a further period of seven days.

This Prospectus will be circulated during the
exposure period. The purpose of the exposure

period is to enable this Prospectus to be examined
by market participants prior to the raising of funds,
which examination may result in the identification

of deficiencies in the Prospectus. In that event any
application that has been received will be dealt with in
accordance with section 724 of the Corporations Act.

Applications for Securities under this Prospectus
will not be processed by the Company until after
the exposure period. No preference will be given to
applications received by the Company during the
exposure period.

Electronic Prospectus

This Prospectus will be issued in paper form and

as an electronic prospectus that may be accessed
on the internet at the Company’s website at www.
blackearthminerals.com.au. If you have received or
accessed this Prospectus as an electronic prospectus
for the purpose of making an investment in the
Company, please ensure that you have received the
entire Prospectus accompanied by the Application
Form or Priority Offer Application Form. If you have
not, please contact the Company (see the Corporate
Directory in Section 1 for the Company’s contact
details) and the Company will send you, at no cost to
you, either a hard copy or a further electronic copy of
the Prospectus or both during the Offer period.

If you are accessing the electronic version of this
Prospectus for the purpose of making an investment
in the Company, you must be an Australian or

New Zealand resident and must only access this
Prospectus from within Australia or New Zealand.

The Corporations Act prohibits any person passing an
Application Form or Priority Offer Application Form on
to another person unless it is attached to a hard copy
of this Prospectus or it accompanies the complete and
unaltered version of this Prospectus. The Company
reserves the right not to accept an Application Form
or Priority Offer Application Form from a person if it
has reason to believe that when that person was given
access to the electronic Application Form or Priority
Offer Application Form, it was not provided together
with the electronic Prospectus and any relevant
supplementary or replacement prospectus or any of
those documents were incomplete or altered.

Website

No document or information on the Company’s
website is incorporated by reference into this
Prospectus.

BlackEarth Minerals NL Replacement Prospectus



2.5

2.6

Applicants Outside Australia 2.7

The distribution of this Prospectus in jurisdictions
outside Australia and New Zealand may be restricted
by law and persons who come into possession of

this Prospectus should seek advice on and observe
any such restrictions. A failure to comply with these
restrictions may violate applicable securities laws.

This Prospectus does not, and is not intended to,
constitute an offer in any place or jurisdiction in which,
or to any person to whom, it would not be lawful to
make such an offer or to issue this Prospectus. If you
are a resident of a country other than Australia or New
Zealand you should consult your professional advisers
as to whether any governmental or other consents are
required or whether any other formalities need to be
considered and followed. If you are outside Australia
or New Zealand it is your responsibility to obtain all
necessary approvals for the issue of the Securities
pursuant to this Prospectus. The return of a completed
Application Form will be taken by the Company to
constitute a representation and warranty by you that
all relevant approvals have been obtained. No action
has been taken by the Company to register or qualify
the Securities or otherwise permit a public offering of
the Securities the subject of this Prospectus in any
jurisdiction outside of Australia and New Zealand.

2.8

Forward Looking Statements

This Prospectus contains forward looking statements
which are identified by words such as ‘may’, ‘could’,
‘believes’, ‘estimates’, ‘targets’, ‘expects’ or ‘intends’
and other similar words that involve risks and
uncertainties.

These statements are based on an assessment of
present economic and operating conditions, and

on a number of assumptions regarding intentions,
future events and actions that, as at the date of this
Prospectus, are expected to take place. They are not
guarantees of future performance and involve known
and unknown risks, uncertainties, assumptions and
other important factors, many of which are beyond
the control of the Company, the Directors and the
Company’s management, which could cause these
future acts, events and circumstances to differ from
the way or manner in which they are expressly or
implicitly portrayed in this Prospectus. Some of these
risk factors are set out in Section 5 (C): Key risks, and
Section 8: Risk Factors.

The Company does not intend to update or review
forward looking statements, or to publish prospective
financial information in the future, regardless of
whether new information, future events or any

other factors affect the information contained in this
Prospectus, except where required by law.

The Company cannot and does not give any
assurance that the results, performance or
achievements expressed or implied by the forward
looking statements contained in this Prospectus will
actually occur, and potential investors are cautioned
not to place undue reliance on these forward looking
statements.

BlackEarth Minerals NL Replacement Prospectus

Photographs and Diagrams

Photographs used in this Prospectus that do not have
descriptions are for illustration only and should not be
interpreted to mean that any person shown endorses
the Prospectus or its contents or that the assets
shown in them are owned by the Company. Any
diagram appearing in this Prospectus is illustrative only
and may not be drawn to scale.

Definitions

Throughout this Prospectus abbreviations and

defined terms are used. Defined terms are generally
identifiable by the use of an upper-case first letter.
Those relevant to mineral exploration are contained in
the Glossary located in the Independent Geologist’s
Report — Australia in Section 10 and the Independent
Geologist’s Report — Madagascar in Section 11, and
other abbreviations and defined terms are contained in
the Glossary in Section 17.

Competent Person's Statement

Australia

The information contained in the report that relates
to Australian exploration results, together with any
related assessments and interpretations, is based on
information compiled by Allen Maynard of Al Maynard
& Associates Pty Ltd. Mr Maynard is a Member of
the Australasian Institute of Mining and Metallurgy
and has sufficient experience relevant to the styles of
mineralisation under consideration and to the activity
which he has undertaken to qualify as a Competent
Person.

Mr Maynard consents to the inclusion in this
Prospectus of the matters based on his information
in the form and context in which it appears. The
Company is not aware of any new information or
data that materially affects the information in this
Prospectus and such information is based on the
information compiled on behalf of the Company by
Mr Maynard.

Madagascar

The information contained in the report that relates
to Madagascan exploration results, together with
any related assessments and interpretations, is
based on information compiled by Donald Huntly of
OMNI Geox Pty Ltd. Mr Huntly is a Member of the
Australian Institute of Geoscientists and has sufficient
experience relevant to the styles of mineralisation
under consideration and to the activity which he has
undertaken to qualify as a Competent Person.

Mr Huntly consents to the inclusion in this Prospectus
of the matters based on his information in the form
and context in which it appears. The Company is not
aware of any new information or data that materially
affects the information in this Prospectus and such
information is based on the information compiled on
behalf of the Company by Mr Huntly.
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KEY DATES AND OFFER INFORMATION

Indicative Timetable*

Lodgement of Original Prospectus with ASIC

8 November 2017

Lodgement of Supplementary Prospectus with ASIC

20 November 2017

Priority Offer Record Date

22 November 2017

Offer Opening Date

24 November 2017

Lodgement of Prospectus with ASIC

24 November 2017

Priority Offer Closing Date 5.00 pm (WST) on

7 December 2017

Offer Closing Date 5.00 pm (WST) on

14 December 2017

Issue date of Securities under the Offer

18 December 2017

Despatch of holding statements

19 December 2017

Expected date for Quotation on the ASX

22 December 2017

* The above dates are indicative only and may change without notice subject to the Corporations Act, ASX Listing Rules and other applicable laws. In particular,
the Company reserves the right to extend the closing date of the Offer or close the Offer early without notice, which may have a consequential effect on other

dates set out above. The Company also reserves the right to not proceed with the Offer at any time before the issue of Securities to applicants.

Key Offer Information

Pro forma capital structure

Offer price per Share $0.20
Shares offered for subscription

¢ Assuming Minimum Subscription ($4,500,000) 22,500,000
e Assuming Full Subscription ($6,000,000) 30,000,000
Free attaching Partly Paid Shares offered for subscription’

e Assuming Minimum Subscription ($4,500,000) 11,250,000
e Assuming Full Subscription ($6,000,000) 15,000,000
General

Total Shares on issue as at the date of this Prospectus’ 31,500,000
Total Shares to be issued to vendor under Madagascan Acquisition Agreement 2,000,000
Total Shares on issue after completion of the Offer

(assuming Minimum Subscription) 56,000,000
Total Shares on issue after completion of the Offer

(assuming Full Subscription) 63,500,000
Total Partly Paid Shares on issue as at the date of the Prospectus 14,500,000
Total Partly Paid Shares on issue after completion of the Offer

(assuming Minimum Subscription) 25,750,000
Total Partly Paid Shares on issue after completion of the Offer

(assuming Full Subscription) 29,500,000
Total Options on issue as at the date of this Prospectus? 2,750,000

" Includes 1,000,000 Shares issued to Lithium Australia, the vendor under the WA Acquisition Agreement.

2 An aggregate of 2,750,000 Options has been issued to the Chairman, Managing Director and Company Secretary.

Refer to Section 16.1(c) for the terms and conditions of these Options.

Please refer to Section 6.10 for further details relating to the current and proposed capital structure of the Company.

BlackEarth Minerals NL Replacement Prospectus



CHAIRMAN'S LETTER TO INVESTORS

Dear investor

On behalf of the directors of BlackEarth Minerals NL (the Company or BlackEarth), | am pleased to present this Prospectus and
am delighted to invite you to become a shareholder in the Company.

BlackEarth was incorporated on 15 March 2016 for the purpose of identifying, evaluating and acquiring various investment
opportunities in the resources sector that are considered by the Board to add potential Shareholder value.

The Company'’s current projects lie in two distinct geographic regions, being Western Australia (WA) and Madagascar, with an
immediate focus on exploration for graphite.

This Prospectus contains detailed information about the Offer and the Company. However, all investors should be aware of the
speculative nature of mineral exploration and mining, with the inherent risks it carries through events and circumstances that
cannot all be foreseen or mitigated. Please read this Prospectus in its entirety carefully, especially the key risk factors in Part C of
the Investment Overview in Section 5 and the Risk Factors in Section 8, and seek professional advice if necessary prior to making
your informed decision to invest. Specific risks facing the Company include counterparties to key contracts failing to comply

with their contractual obligations and tenement conditions, the sovereign and political risk in Madagascar and exploration costs
differing materially from estimates and assumptions. Moreover, some tenements in Madagascar require renewal and amendment
to effectively explore for graphite, and third parties have been granted exclusive rights over some areas of some tenements in
Madagascar. Holders of Partly Paid Shares encounter the risk of forfeiture in the event of calls that remain unpaid.

The Company’s WA assets are greenfield projects, and as such have seen little in the way of graphite-focused exploration. After
the Listing Date, the Company will undertake a methodical exploration approach to prioritising these projects, with a view to
adding value for Shareholders in an expeditious manner.

The Company has also entered into an agreement to acquire 100% control of a company domiciled in Madagascar that has
graphite exploration projects. This purchase will complete if the Company is admitted to the official list of the ASX. These
Madagascan projects comprise two main areas, being the Maniry and lanapera Projects.

Madagascar itself has over 100 years of mining history in graphite and is recognised as a low-cost, high-quality product
worldwide. This should assist in offtake discussions, which we anticipate will commence immediately in Europe, the USA
and Asia.

The Maniry project is prospective for graphite deposits. Graphite prospectivity of the region has been established by the nearby
discovery of the large, high-quality Molo Project owned by Canadian listed company NextSource Materials Inc. (previously
Energizer Resources Inc.). The Directors believe that the Maniry Project has the early potential to develop significant zones of near
surface, large flake size, high-grade graphite into a standalone, quality mining asset. During the first 12 months of listed activity,
BlackEarth has plans to release a maiden resource, undertake early stage metallurgy and complete a scoping study.

Located just 5 kilometres north of NextSource Materials Inc.’s Molo Project is the Company’s lanapera Project. Although

less exploration has been undertaken in the area, a series of high-grade outcrops of graphite mineralisation lie over the top of a
large conductive body as defined by the airborne electromagnetic data. The Company will undertake systematic exploration over
the anomaly with a view to identifying a clear strategic path forward for the project over the next 12 months.

BlackEarth is seeking to raise up to $6,000,000 by the issue of up to 30,000,000 Shares at an issue price of $0.20 each
with a minimum subscription of $4,500,000 by the issue of 22,500,000 Shares at an issue price of $0.20 each, together
with one (1) free attaching Partly Paid Share for every two (2) Shares subscribed for and issued under the Offer.

Shareholders with at least 10,000 Shares at the Listing Date and who are Shareholders as at the Entitlement Date (expected
to be 24 months plus one Business Day from the Listing Date) are entitled to participate in a pool of 5,000,000 Contingent
Entitlement Shares. This entitlement is more fully described in Section 6.15 and Section 15.5.

As part of the Offer, the Company is inviting shareholders of ASX-listed Lithium Australia NL registered at the Priority Offer Record
Date to take part in the Offer, and has set aside up to 5,000,000 Shares and up to 2,500,000 free attaching Partly Paid Shares
for existing shareholders of Lithium Australia under the Priority Offer. Existing shareholders of Lithium Australia at the Priority Offer
Record Date will be allocated Securities on a first-come, first-served basis, subject to availability and the Directors’ absolute
discretion. This includes the right to accept oversubscriptions to the Priority Offer as applications for subscriptions under the
Offer.

In addition to the exciting portfolio of graphite assets, BlackEarth has assembled a Board and management team who collectively
are experienced with the necessary technical, operational, legal and corporate expertise in mineral exploration, finance, project
acquisition, development and operations, including in listed public companies.

In addition to exploring and, if warranted, developing the Company’s current suite of graphite assets after the Listing Date,
the Company’s objective still remains to identify, evaluate and, if warranted, acquire additional resource projects and assets in
Australia and/or overseas that are considered by the Board to add potential value to the Company and its Shareholders.

This Prospectus contains detailed information about the Offer and the Company. However, all investors should be aware of the
speculative nature of mineral exploration and mining, with the inherent risks it carries through events and circumstances that
cannot all be foreseen or mitigated. Please read this Prospectus in its entirety carefully, especially the key risk factors in Part C
of the Investment Overview in Section 5 and the Risk Factors in Section 8, and seek professional advice if necessary prior to
making your informed decision to invest.

On behalf of the Directors | am pleased to present this investment opportunity to you and look forward to welcoming you as a
Shareholder.

Yours sincerely

JE

Phillip Hearse
Chairman
24 November 2017
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5. INVESTMENT OVERVIEW

The information contained in this Section is a summary only and is not intended to provide comprehensive details of the
Offer. You should read this Prospectus in full, including the Independent Geologist’s Report — Australia in Section 10, the
Independent Geologist’s Report — Madagascar in Section 11, the Investigating Accountant’s Report in Section 12, the
Solicitors’ Report on Tenements — Australia in Section 13 and the Solicitors’ Report on Tenements — Madagascar in Section
14 and, if in any doubt, you should consult with your professional advisers before deciding whether to apply for Securities.

BlackEarth is an exploration company and you should consider that an investment in the Company is speculative.

Item Summary Further Information
A. Company
Who is the BlackEarth Minerals NL (ACN 610 168 191) Section 7.1
issuer of this
Prospectus?
What is the BlackEarth was incorporated on 15 March 2016 as a public no liability Section 7.1
Company? company with the purpose of identifying, evaluating and, if warranted,

acquiring resource projects and assets in Australia and/or overseas that
are considered by the Board to add potential Shareholder value.

The Company’s initial focus will be on advanced exploration for graphite
on the Ampanihy Project in Madagascar, which consists of two sub-
projects; namely:

(@ Maniry, and
(b) lanapera,

which it will acquire upon and subject to completion of the Madagascan
Acquisition Agreement by acquiring 100% control of Madagascar Graphite
(@ Mauritian company) and its 100% owned subsidiary Mada-Aust (a
Madagascan company), which is the holder of the Madagascan Projects.
Completion is conditional upon the satisfaction of a number of conditions
precedent, including the Company’s admission to the Official List.

The Company, through its wholly owned subsidiary BlackEarth Australia
Pty Ltd, will also commence early exploration for graphite on its projects in
Western Australia; namely:

(a
(o)
(

C

Resd

Donnelly River;

Greenhills;

=

Northern Gully, and
Yalbra.

= <z

d

Once the Company lists on the ASX it may acquire interests (whether
directly or indirectly) in additional resource projects and assets in Australia
and/or overseas that contain, or are prospective for, minerals (including
minerals other than graphite) consistent with its objectives.

Other than as disclosed in this Prospectus, the Company presently has
no business operations other than by virtue of the holding and proposed
exploration of the Tenements acquired or to be acquired under the
Acquisition Agreements and has not undertaken any substantial activities
since incorporation.
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BlackEarth Minerals NL Replacement Prospectus




What is the
Company’s
interest in the
Tenements?

The Company has acquired (whether directly or through a subsidiary)
interests in resource projects located in WA and entered into an
agreement to acquire a 100% interest in a company that owns resource
projects located in Madagascar.

The following chart shows the structure of the Company and its
subsidiaries (or proposed subsidiaries) and identifies which member (or
proposed member) of the Group owns, or is entitled to own subject to
completion of the relevant agreement, each of the tenements in which the
Company has an interest.

BlackEarth Minerals NL
(Australia)

BlackEarth Australia Pty Ltd Madagascar Graphite Ltd

(Australia) (Mauritius) 2
E09/2234 |

E70/4824 & (application)

E70/4825 Yalbra Project Mada-Aust SARL
Donnelly River (WA) (Madagascar)?
Project (WA) ! |

E70/4903 &

E70/4811 & E70/4906 I ’
E70/4812 Greenhills Project Ag:gjz’;'t:y
GFf,ee,”h‘L's | (Madagascar)?

rojec
(WA) ! E70/4972
(application)
£66/95 Donnelly River Project
Northern Gully —— )
Project (WA) !

" Pending transfer pursuant to the WA Acquisition Agreement (see Section 15.2)

2 Pending completion of acquisition pursuant to the Madagascan Acquisition Agreement (see
Section 15.3)

Australia — Donnelly River, Greenhills, Northern Gully and
Yalbra Projects

e The Donnelly River Project comprises two Exploration Licences
(E70/4824 and E70/4825) and one Exploration Licence Application
(E70/4972).

e The Greenhills Project comprises four Exploration Licences (E70/4903,
E70/4811, E70/4812 and E70/49086).

¢ The Northern Gully Project comprises one Exploration Licence
(E66/95).

e The Yalbra Project comprises one Exploration Licence Application
(E09/2234).

e The Subsidiary (BlackEarth Australia Pty Ltd) has acquired a 100%
interest in two of the tenements that comprise the Donnelly River
Project (E70/4824 and E70/4825), in the tenement that comprises
the Northern Gully Project (E66/95) and in two of the tenements
that comprise the Greenhills Project (E70/4811 and E70/4812) from
Lithium Australia pursuant to the WA Acquisition Agreement, details of
which are set out in Section 15.2. Transfers of those tenements from
Lithium Australia to the Subsidiary cannot be lodged for registration
with the Western Australian Department of Mines, Industry Regulation
and Safety until the duty is assessed and paid, and the stamped
documents are received. As at the date of this Prospectus, Lithium
Australia remains the registered legal holder of those tenements until
such time as they are legally transferred to the Subsidiary. Further
information about the Subsidiary’s rights in those tenements is set out
in Section 15.2 and in the Solicitors’ Report on Tenements — Australia
in Section 13.

e The Company (BlackEarth Minerals NL) holds a 100% registered
interest in the application for the tenement that comprises the Yalbra
Project (E09/2234), in the application for one of the tenements that
comprises the Donnelly River Project (E70/4972) and in two of the
tenements that comprise the Greenhills Project (E70/4903 and
E70/4906).

Sections 7.1, 10
and 11
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A. Company (Cont.)

What is the Madagascar — Ampanihy Project Sections 7.1, 10
.Compar)ys e The Company has entered into the Madagascan Acquisition and 11
interest in the . : .
Agreement under which it has agreed to acquire 100% of the issued
Tenements? : . . .
(Cont) capital of Madagascar Graphite, which owns 100% of the issued

capital of Mada-Aust, the sole registered owner of the tenements that
comprise the Maniry and lanapera Projects. Completion of the sale
and purchase pursuant to the Madagascan Acquisition Agreement is
conditional on the satisfaction of a number of conditions precedent
including the Company’s ASX listing.

* The Ampanihy Project consists of:

o the Maniry Project, which comprises one Exploitation Permit
(PE/5394) and five Exploration Permits (PR/39750, PR/39751,
PR/3432, PR/25605 and PR25606); and

o the lanapera Project, which comprises five Exploitation Permits
(PE/5391, PE/5392, PE/5393, PE/25093 and PE/25094).

e Exploration Permits PR/25605 and PR/25606 have expired and an
application for renewal of each has been made. Further information
regarding the renewal of tenements is set out in the key risks section
in Part C of Section 5, in Section 8 and in the Solicitors’ Report on
Tenements — Madagascar in Section 14.

¢ Mada-Aust is the holder of the following environmental tenements in
respect of the tenements that comprise the Ampanihy Project.

o Environmental tenement 498 bis/03/MINENVEF/Mi dated 5
September 2003 in respect of Exploitation Permits PE/5391,
PE/5392 and PE/5393.

o Environmental tenement n°498/03/MINENVEF/Mi dated 5
September 2003 in respect of Exploitation Permit PE/5394.

o Environmental tenement 05/07/MINENVEF/ONE/DG/PE in respect
of Exploitation Permits PE/25093 and PE/25094.

Applications need to be made to BCMM to include graphite as an
authorised substance to which the above environmental tenements

apply.

¢ Mada-Aust is the holder of the following environmental authorisations
in respect of the tenements that comprise the Ampanihy Project.

o Decision n°117 dated 26th March 2008 in respect of Exploration
Permits PR/3432 and PR/39750;

o Decision n°518-MEM dated 16th September 2008 in respect of
Exploration Permit PR/25605; and

o0 Decision n°200-MEM dated 15th April 2008 in respect of
Exploration Permit PR/25606.

¢ Tenements PE/5394, PE/25093, PE/25094, PR/25605 and PR/25606
are affected by amodiation contracts, entered into by Mada-Aust with
third parties affecting certain areas of those tenements. Under those
amodiation contracts the third parties have been granted exclusive
rights to prospect, explore, extract and/or exploit certain mineral
resources. Mada-Aust does not have the rights to prospect, explore,
extract and exploit certain mineral resources on those tenements to
the extent that exclusive rights have been granted under an amodiation
contract. Mada-Aust is in the process of negotiating to discharge
certain of the amodiation contracts and to remove certain tenements
from the amodiation contracts. Please see the Solicitors’ Report on
Tenements — Madagascar in Section 14 for further information about
the amodiation contracts.

Refer to the Solicitors’ Report on Tenements — Australia in Section 13,

the Solicitors’ Report on Tenements — Madagascar in Section 14 and
Section 7 for further detailed information on the Tenements. More detailed
information relating to the technical aspects of the Tenements is contained
in the Independent Geologist’s Report — Australia in Section 10 and the
Independent Geologist’s Report — Madagascar in Section 11.
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B. Business Model

What is the The Company is a speculative exploration company. Following Section 7.3
Company’s completion of the Offer, the Company’s proposed business model will
business model? | be to explore and develop deposits located within the Tenements in
Madagascar and Australia that have the potential to be developed into

production.
A detailed explanation of the Company’s business model is provided in
Section 7.3.
What are the The Company is focused on defining a maiden resource and Sections 7.2 and 7.4
Company’s commencing a scoping study on the Maniry Project within the first
key business 12 months after the Listing Date. It will systematically explore the
objectives? lanapera Project and at its WA Projects will commence early

exploration aimed at the discovery of graphite mineralisation.

The Company will consider acquiring additional interests by way of
direct project acquisition, farm in, joint venture or direct equity in the
project owners, and may include minerals, or prospectivity for
minerals, other than graphite.

Over the medium to long term the Company’s objective is to develop
mining operations on its Projects. Continuing work programmes and
Projects will be subject to initial results and funds may be diverted to
other prospective, existing or additional projects if the Board considers
this to be warranted. The Company does not currently have a JORC
Code compliant resource on any of its Tenements. The Projects consist
of tenements of a speculative nature. There has been some previous
exploration on some of the Company’s projects and consequently
exploration targets at this stage are of a conceptual nature.

Over the medium to long term the Company also intends to continue to
identify, evaluate and, if warranted, acquire additional resource projects
and assets in Australia and/or overseas if the Board considers they have
the potential to add Shareholder value.

On completion of the Offer, the Board believes the Company will have
sufficient working capital to achieve these objectives.

What are the key | The key dependencies of the Company’s business model include: Section 8
dependencies of
the Company’s

business model?

® retaining and recruiting key personnel skilled in the mining and
resources sector;

e exploration access;

e Qaccess to capital to develop the Tenements and potentially make
future acquisitions;

e sufficient worldwide demand for graphite;

e the market price of graphite remaining higher than the Company’s
costs of any future production, and

e the ability to mitigate key risk factors set out in Part C below and in
Section 8.

BlackEarth Minerals NL Replacement Prospectus Page 9



C. Key Advantages and Key Risks

This section is a summary only and not intended to provide full
information for investors intending to apply for Securities offered
pursuant to this Prospectus.

This Prospectus should be read and considered in its entirety.

What are the key | The Directors are of the view that an investment in the Company provides | Sections 6.15, 7, 9.1,
advantages of an | the following non-exclusive list of advantages. 13and 14
investment in the

Company? (@) The Company has a portfolio of quality graphite assets in Madagascar

that are at an advanced stage of exploration and its assets in WA are
under-explored for graphite.

(b) The Board and management of the Company are experienced,
with broad technical (including for graphite), operational, legal and
corporate expertise in mineral exploration, finance, project acquisition,
development and operation, in private and listed public companies.

(c) The Directors are confident that the regions of Western Australia and
Madagascar in which the Tenements are located, and the resources
industry generally, will offer the Company significant potential to create
value for Shareholders.

(d) The Tenements are quality assets considered to be highly prospective
for graphite.

(e) The Company also intends to identify, evaluate and, if warranted,
acquire additional resource projects and assets in Australia and/or
overseas that are considered by the Board to add potential value to
the Company.

() The Company has an experienced team to progress exploration and
accelerate potential development of the Tenements.

(9) Shareholders with at least 10,000 Shares at the Listing Date and who
are Shareholders as at the Entitlement Date are entitled to participate
in a pool of 5,000,000 Contingent Entitlement Shares currently held
by the Contingent Entitlement Trustee, in proportion to the number of
Shares they hold at the first Business Day following the date all Shares
in respect of which the ASX imposes restrictions as a condition to
the Company listing cease to be restricted Shares. This entitlement is
more fully described in Section 15.5.

What are the You should be aware that subscribing for Securities the subject of this Section 8
key risks of an Prospectus involves a number of risks to the business, assets and
investment in the | operations of the Company that potentially influence the operating and
Company? financial performance of the Company.

You should read this Prospectus in its entirety and, in particular,
consider the key risk factors affecting the Company, set out below and
in Section 8: Risk Factors, before deciding whether to apply for
Securities under this Prospectus.

You are urged to consider those risks carefully and, if necessary, to also
consult your professional advisers with any questions before deciding
whether to invest in the Company.

Some risks can be mitigated by the use of appropriate safeguards and

appropriate systems and controls by the Company; however, some are
unpredictable and outside the control of the Company and the extent to
which they can be mitigated or managed is very limited or not possible.

Set out below are key and specific risks that the Company is exposed to
and that may have a direct influence on the Company and its activities

or assets, therefore affecting the value of an investment in the Company.

Further information about these risks, together with information regarding
general industry risks, is set out in Section 8.
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Contractual Risk As at the date of this Prospectus, BlackEarth (through its Subsidiary) is Section 8.2
not the registered owner of certain tenements that form part of the WA
Projects, details of which are set out in Section 13. As those tenements
are exploration licences within their first year of grant, Ministerial consent
to their transfer was required pursuant to the Mining Act. That consent
has been applied for and granted. The agreement under which those
tenements were acquired has been lodged with the Western Australian
Office of State Revenue for the assessment of duty and stamping.
Transfers of those tenements to the Subsidiary as their registered owner
cannot be registered until such time as the duty is assessed and paid
and the stamped documents are received. Until such time as transfers of
those tenements to the Subsidiary have been registered, the Subsidiary
has an exclusive licence to enter and explore those tenements and

to retain any minerals extracted from them under the WA Acquisition
Agreement. BlackEarth has registered caveats over each of those
tenements to protect the Company's interests in them until such time as
the tenements are transferred to it.

|

|

|

|

\

|

|

|

|

1 While BlackEarth has entered into the Madagascar Acquisition Agreement
with the Vendor and its ultimate holding company Capricorn, under

‘ which BlackEarth has agreed to acquire 100% of the issued capital of

| Madagascar Graphite, which owns 100% of the issued capital of Mada-

‘ Aust, the sole registered owner of the tenements that comprise the Maniry

; and lanapera Projects, there is a risk that the Company or the Vendor

\ may fail to satisfy the conditions required to acquire the 100% interest in

‘ Madagascar Graphite and consequently that the Company may forfeit its

; rights to acquire any interest in the Maniry and lanapera Projects, or that

‘ completion of that acquisition may otherwise not occur. BlackEarth will not

\ acquire an interest in Madagascar Graphite or the Maniry and lanapera

\ Projects until all of the relevant conditions precedent have been satisfied
or waived, which includes BlackEarth receiving conditional approval
for its admission to the Official List. One of the conditions precedent to

i completion of the acquisition under the Madagascan Agreement was

‘ that certain Madagascan tenements (being PE/19932 and PE/25095)

‘ (Relevant Tenements) were to be transferred to other entities so that they

\ were no longer held by the entities acquired by the Company. As at the

} date of this Prospectus, the Relevant Tenements are yet to be transferred.

‘ The Company has agreed to waive the condition precedent requiring

‘ the transfer of the Relevant Tenements on the condition that (among

1 other things) the Vendor will be responsible for all costs and liabilities

‘ in respect of the Relevant Tenements pursuant to a Deed of Trust and

‘ Acknowledgment, details of which are set out in Section 15.4. Under the

} Deed of Trust and Acknowledgment, the Company has agreed to hold the

‘ Relevant Tenements on trust for the Vendor and the Vendor has provided

| warranties, indemnities and undertakings normally found in an agreement

‘ of its type. Capricorn has guaranteed the obligations of the Vendor under

\ the Deed of Trust and Acknowledgment. There is a risk that the Vendor

} and/or Capricorn may fail to comply with their obligations in respect of

‘ the Relevant Tenements under the Deed of Trust and Acknowledgment,

‘ in which case the Company may, as the legal holder of the Relevant

1 Tenements, be liable for those obligations.

|

\

The Company’s ability to achieve its objectives and maintain its interest in
all of its project areas is also dependent upon it (and where BlackEarth is
not currently the registered owner of those tenements, the holder of the
Relevant Tenements) complying with all the terms and conditions of the

‘ Tenements and any other relevant legislation. Any failure to comply with

\ these obligations may result in the Company not being able to maintain an
| interest in the Tenements, which may have a material adverse effect on the
1 Company’s operations and performance and the value of the Securities.

The Directors are not able to presently assess the risk of financial failure or
default or the insolvency or other failure by any of the contractors engaged
by the Company for any exploration or other activity. Any such failure
could adversely affect the operations and performance of the Company.

The Company has no current reason to believe that the registered owners
of the Madagascan Projects or the relevant WA Projects will not meet
and satisfy their respective obligations under the Madagascan Acquisition
Agreement and the WA Acquisition Agreement.
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C. Key Advantages and Key Risks (Cont.)

Sovereign and
political risk

The Company has entered into the Madagascan Acquisition Agreement
under which it has agreed to acquire 100% of the issued capital of
Madagascar Graphite, which owns 100% of the issued capital of Mada-
Aust, the sole registered owner of the tenements that comprise the
Maniry and lanapera Projects. Mineral exploration tenure in the Republic
of Madagascar is governed by Madagascan legislation, and is subject to
the risks associated with operating in a foreign country, including but not
limited to economic, social or political instability or change, hyperinflation,
currency non-convertibility or instability and changes of law affecting
foreign ownership, mineral exploration, development or mining activities.
Please see Section 8.3 for a further summary of this risk.

Section 8.3

Exploration risks

None of the Tenements currently contain a JORC Code compliant
resource and there is no guarantee that a JORC Code compliant resource
will be discovered on any of the Tenements. There can be no assurance
that exploration of the Tenements, or of any other tenements that may

be acquired by the Company in the future, will result in the discovery of
economic mineralisation.

Section 8.4

Access risk

— native title
and Aboriginal
heritage

In regard to the Company’s Australian assets, the tenements in Australia,
or tenements that the Company currently has or may in the future acquire
in Australia, they might extend over areas in which legitimate common
law native title rights of indigenous Australians may exist. The ability of the
Company to gain access to its Tenements and to conduct exploration,
development and mining operations remains subject to native title rights
and the terms of any registered native title agreements.

There are a number of registered Aboriginal heritage sites within the area of
the Australian Tenements. It is possible that some areas of the Australian
projects may not be available for exploration, due to Aboriginal heritage issues
(whether in respect of registered sites or not).

Section 8.5

Reliance on key
personnel

The Company’s management and key personnel are responsible for
overseeing the day-to-day operations of the Company. There is a risk
that the Company may not be able to secure personnel with the relevant
experience at the appropriate time.

Section 8.6

Limited operating
history

Having been incorporated on 15 March 2016, the Company does not
have any operating history on which an evaluation of its prospects can be
made and has limited historical financial performance. The Madagascan
Projects and the WA Projects have undergone limited previous exploration
and exploration targets are of a conceptual nature.

Section 8.7

Additional
requirements for
capital

The Company'’s capital requirements depend on numerous factors. If the
Company is unable to obtain additional financing as needed, or unable to
obtain it on acceptable terms, it may be required to reduce the scope of
its operations and scale back its exploration programmes. This could have
a material adverse effect on the Company’s activities and the value of the
Securities.

Section 8.8

Exploration costs

The exploration costs of the Company (summarised in Section 6.9) are
based on certain assumptions with respect to the method and timing

of exploration. By their nature, these estimates and assumptions are
subject to significant uncertainties and, accordingly, the actual costs
may materially differ from these estimates and assumptions. Accordingly,
no assurance can be given that the cost estimates and the underlying
assumptions will be realised in practice, which may materially and
adversely affect the Company’s operating and financial performance and
the value of the Secuirities.

Section 8.9

Title risk —
Australia and
Madagascar

Interests in tenements in both Australia and Madagascar are governed
by government legislation and are evidenced by the granting of licences
or leases. Each licence or lease is for a specific term and, apart from
mandatory annual fees in the case of Australia, has annual expenditure
and reporting commitments, together with other conditions requiring
compliance. Consequently, the Company could lose its title to or its
interest in one or more of the Tenements if the tenement conditions

are not met or if insufficient funds are available to meet the minimum
expenditure commitments.

Sections 8.10 and 14
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Title risk —
Australia and
Madagascar
(Cont.)

Environmental approval for exploration or exploitation by the grant of

an 'environmental tenement' by the relevant Madagascan government
authority is yet to be acquired in respect of Exploitation Permit PE/39751.
Furthermore, a number of environmental tenements exist over the
Ampanihy Project, details of which are set out in the Solicitors’ Report
on Tenements — Madagascar in Section 14. Applications need to be
made to the BCMM to include graphite as an authorised substance to
which those environmental tenements apply. There can be no guarantee
that environmental approval (including adding graphite as an authorised
substance for the environmental tenements) will be granted in respect of
that area, which may prevent the Company from carrying out exploration
or other activities on it. Please see Section 8.10 for a further information
on this risk.

Mada-Aust, a company to be acquired by BlackEarth, has entered into
a number of contracts with third parties that affect certain areas of the
tenements comprising the Madagascan Projects, known as amodiation
contracts. Under those amodiation contracts the third parties have been
granted exclusive rights to prospect, explore, extract and/or exploit certain
mineral resources. The tenements affected by amodiation contracts are
PE/5394, PE/25093, PE/25094, PR/25605 and PR/25606. Mada-Aust
does not have the rights to prospect, explore, extract and exploit certain
mineral resources on those tenements to the extent that exclusive rights
have been granted under an amodiation contract. Mada-Aust is in the
process of negotiating to discharge certain of the amodiation contracts
and to remove certain tenements from the amodiation contracts. Please
see the Solicitors’ Report on Tenements — Madagascar in Section 14 for
further information about the amodiation contracts.

Under Madagascan law, the holder of a mining tenement does not have
an automatic right in the land the subject of that tenement and must
therefore enter into a lease agreement with the owners of the land. If
land is held in the name of the Madagascan state, there is no objection
by the state to the entry into a lease agreement on ordinary terms and
conditions. If, however, the land the subject of any of the tenements it
owns in Madagascar is not held in the name of the Madagascan state,
Mada-Aust will need to negotiate a lease with the private landholders.

Sections 8.10 and 14

New projects and
acquisitions

The Company will identify and evaluate additional projects and assets
in the resources sector in Australia and/or overseas. There can be no
guarantee that any proposed acquisition will be secured, completed or
successful.

Section 8.11

Liquidity risk

A significant number of the current Shares on issue prior to the completion
of the Offer (which constitutes approximately 47% of the total Shares on
issue on completion of the Offer on an undiluted basis and assuming Full
Subscription) are likely to be classified as restricted securities by the ASX
and therefore escrowed. This may cause a liquidity risk for the Shares,
given that a large percentage of the Shares may not be traded for up

to 24 months. Furthermore, there is no guarantee that there will be an
ongoing liquid market for Shares.

Section 8.12

Risk of forfeiture
of Partly Paid
Shares

As the Company is a ‘no liability’ company, a holder of a Partly Paid Share
is not under any contractual obligation to pay a call in respect of the
unpaid amount of a Partly Paid Share.

However, if a call on a Partly Paid Share is not paid within the period
specified in the call (subject to the Constitution), the Partly Paid Share will
be liable to forfeiture and may be sold by the Company via public auction
in accordance with the Constitution. As set out in the Constitution, the
proceeds of the sale of such forfeited Partly Paid Shares will be applied
first to the expenses of the auction, then to any expenses incurred in
respect of the forfeiture and finally to calls on the Partly Paid Shares that
are due and unpaid. The balance of the proceeds (if any) will be paid to
the registered holder whose Partly Paid Shares were forfeited and sold.

In the event that only a portion of a call is paid in respect of Partly Paid
Shares, the amount of the call paid will be applied to the Partly Paid
Shares held by that Partly Paid Shareholder sequentially and only those
Partly Paid Shares in respect of which the call is not satisfied in full after
the amount paid is so applied will be liable for forfeiture.

Section 8.13
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D. Directors and Key Management Personnel

Who are the e Phillip Hearse (Non-executive Chairman); Section 9.1

i ?
Directors? e Thomas Revy (Managing Director), and

e George Bauk (Non-executive Director)

Other key Barry Woodhouse (Company Secretary) Section 9.2
management

personnel

What experience Phillip Hearse Section 9.1
do the Directors Non-executive Chairman

have? MBA, BAppSc (Metallurgy), FAusiIMM

Phil is one of Australia’s most respected mining professionals, with 40
years’ experience in diverse and challenging projects around the world.
His extensive career has taken him from operational and technical
support roles at Broken Hill, Bougainville Copper, Queensland Nickel
(QNI) and Gove Alumina to senior executive and managerial positions.
Phil founded Normet Pty Ltd, one of Australia's major metallurgical

and risk assessment companies, and managed it for 18 years. He

also held the key role of Director Advisory with GRD Minproc Ltd (now
Amec Foster Wheeler) from 2001 to 2005. Over the last 10 years, he
has played a significant role in the development of a number of projects
globally, including numerous graphite projects located in both Australia
and east Africa.

Thomas Revy
Managing Director
BAppSc (Metallurgy), GradDipBus, MAusIMM

With more than 30 years’ experience within the resources industry, Tom
is considered a corporate and project development specialist and has an
extensive international network in the mining sector. He has held senior
operational and corporate positions within reputable organisations,
including GRD Minproc, WorleyParsons and Ferrum Crescent. Tom is
currently chairman of Empire Resources Limited (ASX code ERL) and
the rural and remote mentoring charity True Blue Dreaming.

George Bauk
Non-executive Director
MBA, BBus, FCPA, GAICD

George has more than 25 years’ mining industry experience, including
particular expertise in critical metals. Regarded for his strategic
management, business planning, establishment of high-performing
teams and capital-raising skills, he has held senior operational and
corporate positions with WMC Resources Limited, Arafura Resources
Ltd and Indago Resources Ltd (formerly Western Metals Ltd). Since
2010, George has also been managing director and CEO of Northern
Minerals Limited (ASX code NTU), overseeing that company’s heavy rare
earth project, which is moving to production in northern Australia. He is
currently chairman of Lithium Australia (ASX code LIT) and vice-president
of the Chamber of Minerals and Energy — WA.

What benefits are | Mr Revy has entered into an executive service agreement with the Section 9.4
being paid to the Company whereby he is to provide services to the Company as
Directors? Managing Director for an annual remuneration of $250,000 plus

superannuation on and from the Listing Date. He has received
$104,000 for services to the Company since its date of incorporation
on 15 March 2016 to the date of this Prospectus. Each of Messrs
Hearse and Bauk has entered into a non-executive appointment letter
with the Company pursuant to which, on and from the Listing Date,

Mr Hearse will be paid a director’s fee of $60,000 per annum and Mr
Bauk will be paid a director’s fee of $48,000 per annum. In addition,
the Company has issued to Mr Revy and/or his nominee(s) 1,500,000
Options and 750,000 Options to Mr Hearse and/or his nominee(s), all on
the terms and conditions set out in Section 16.1(c). The exercise of the
Options granted to Mr Revy and/or his nominee(s) is conditional upon
the satisfaction of a number of performance hurdles, details of which
are set out in Section 9.4.
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What are the At the date of this Prospectus, each Director holds the following Section 9.3
Directors’ interests | Securities in the Company.

in the Company? No. of
No. of Partly Paid No. of
Director Shares Shares Options
Philip Hearse' 1,000,000 1,000,000 750,000*
Thomas Revy? 2,000,000 2,000,000 1,500,000°
George Bauk® 500,000 500,000 Nil

" The Securities in which Phillip Hearse has an interest are held by Juad Pty Ltd, a company
controlled by Mr Hearse, as trustee for the Hayes Hearse Superannuation Fund account.

2 The Securities in which Thomas Revy has an interest are held by Thomas George Revy and
Valeria Maria Revy as trustees for the Revcorp Super Fund account.

3 The Securities in which George Bauk has an interest are held by Totode Pty Ltd, a company
controlled by Mr Bauk, as trustee for the Hindmarsh Investment account.

4 The Options held by Phillip Hearse have a vesting period of one year from 22 June 2017.

5 The exercise of the Options held by Thomas Revy is conditional upon the satisfaction of a
number of performance hurdles, details of which are set out in Section 9.4.

What related party | The Company has entered into the following related party transactions. Sections 9.4, 15.1

agreementsisthe | . \wa Acquisition Agreement with Lithium Australia., and 15.2

Company a party
to? e Managing Director’s Executive Service Agreement with Mr Revy.

e Non-executive Director Letters of Appointment with Messrs Hearse

and Bauk.

e Deeds of Indemnity, Insurance and Access with the Directors.

e Deeds of Notifiable Interests with the Directors.

¢ An Administrative Services Agreement with Lithium Australia.
Who will the Set out in the table below are the Shareholders holding 5% or more
substantial of the Shares on issue both at the date of this Prospectus and upon
shareholders of the | completion of the Offer on an undiluted basis (that is, assuming none of
Company be? the Options on issue at the date of this Prospectus are exercised and

none of the Partly Paid Shares on issue at the date of this Prospectus
become fully paid). The table assumes Full Subscription, that no existing
substantial Shareholder subscribes for and is allotted additional Shares
pursuant to the Offer, that none of the Options will have been exercised
at completion of the Offer and that none of the Partly Paid Shares on
issue at the date of this Prospectus become fully paid.

% on
completion % on
of Offer at completion of
% at date of Minimum Offer at Full
Fully Paid Prospectus  Subscription Subscription
Name Shares held' (undiluted) (undiluted) (undiluted)
Lithium Australia 11,000,000 34.92 19.64 17.32
Greyhound
Investments Pty Ltd 8,110,000 25.75 15.00 13.19
Thomas George
Revy & Valeria Maria
Revy? 2,000,000 6.35 3.70 3.25
JHY Investments
Pty Ltd 2,000,000 6.35 3.70 3.25
Adrian Christopher
Griffin® 2,000,000 6.35 3.70 3.70

" Assumes that none of the Partly Paid Shares held by the Shareholder have become fully
paid and none of the Options held by the Shareholder (if any) have been exercised.

2 Mr Revy is the Managing Director. The Securities in which Mr Revy has an interest are held
by Thomas George Revy and Valeria Maria Revy as trustees for the Revcorp Super Fund
account.

8 Mr Griffin is a director of Lithium Australia, a related party of the Company. The Securities
in which Mr Griffin has an interest are held by Adrian Christopher Griffin and Josephine
Norman as trustees for the Global Super Fund account.
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D. Directors and Key Management Personnel (Cont.)

Who will the
substantial
shareholders of
the Company be?
(Cont.)

Set out in the table below are the Shareholders holding 5% or more

of the Shares on issue both at the date of this Prospectus and after
completion of the Offer on a fully diluted basis (that is, assuming the
exercise of all of the Options on issue at the date of this Prospectus
and all Partly Paid Shares on issue at the date of this Prospectus
subsequently become fully paid). The table assumes Full Subscription
and that no existing substantial Shareholder subscribes for and is
allotted additional Shares pursuant to the Offer. The fully diluted capital
structure of the Company at the date of this Prospectus is 48,750,000
Shares and at completion of the Offer (assuming Full Subscription) is
95,750,000 Shares.

% on
completion % on
of Offer at completion of
% at date of Minimum Offer at Full

Fully Paid Prospectus  Subscription  Subscription
Name Shares held"  (fully diluted) (fully diluted) (fully diluted)
Lithium Australia 12,000,000 24.61 14.20 12.53
Greyhound
Investments Pty Ltd 9,220,000 18.1 10.91 9.63
Thomas George
Revy & Valeria
Maria Revy? 4,150,000 8.51 4.91 4.33
JHY Investments
Pty Ltd 4,000,000 8.20 4.73 4.18
Adrian Christopher
Griffin® 4,000,000 8.20 4.73 418

T Assumes that all of the Partly Paid Shares held by the Shareholder have become fully paid.
2 Mr Revy is the Managing Director. The Securities in which Mr Revy has an interest are held
by Thomas George Revy and Valeria Maria Revy as trustees for the Revcorp Super Fund

account.

3 Mr Griffin is a director of Lithium Australia, a related party of the Company. The Securities
in which Mr Griffin has an interest are held by Adrian Christopher Griffin and Josephine
Norman as trustees for the Global Super Fund account.

Investors should note that the above calculations do not include any
investor who participates in the Offer.

E. Financial Information

What is the
Company’s
financial position?

Having been incorporated on 15 March 2016, the Company does not
have any operating history on which an evaluation of its prospects

can be made and has limited historical financial performance. The
Company will only commence its own detailed exploration activities

on its Tenements once it has been admitted to the Official List.
Accordingly, the Company is not able to disclose any key financial ratios.
Historical financial information of the Company and pro forma historical
financial information of the Company are included in the Investigating
Accountant’s Report contained in Section 12. Potential investors should
read this report in full.

The audited financial statements for the Company were lodged with
ASIC on 18 August 2017 and are incorporated by reference into this
Prospectus by operation of section 712 of the Corporations Act. The
Company will give a copy of these statements to any person who
requests one during the Offer period, free of charge.

Section 12

What is the
financial outlook for
the Company?

Given the current status of the Tenements, the Directors do not consider
it appropriate to forecast future earnings.

Any forecast or projection information would contain such a broad range
of potential outcomes and possibilities that it is not possible to prepare a
reliable best-estimate forecast or projection on a reasonable basis.

Section 16.8
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F. Offer

What is being The Offer offers up to 30,000,000 Shares at an issue price of $0.20 per Sections 6.1, 6.2, 6.7
offered? Share to raise up to a maximum of $6,000,000 (before costs), together and 6.14
with one free attaching Partly Paid Share for every two Shares subscribed
for and issued. The Offer is not underwritten.
The minimum amount to be raised under the Offer is $4,500,000 (before
costs) by the issue of 22,500,000 Shares at an issue price of $0.20 per
Share.
The Shares issued under this Prospectus are new shares that will rank
equally with the Shares already on issue.
The Partly Paid Shares issued under this Prospectus are new shares that
will rank equally with the Partly Paid Shares already on issue.
The purpose of the Offer is to facilitate an application by the Company
for admission to the Official List, to position the Company to achieve
the objectives stated at Part B above and to provide the Company with
future access to equity capital markets for funding.
The Board believes that on completion of the Offer, the Company will
have sufficient working capital to achieve its objectives.
What is the Priority | A Priority Offer to shareholders of Lithium Australia (ASX code LIT) Section 6.7
Offer? registered as at the Priority Offer Record Date is also being made as part
of the Offer. The Company has set aside up to 5,000,000 Shares and up
to 2,500,000 free attaching Partly Paid Shares under the Priority Offer.
Any Securities not subscribed for in the Priority Offer will be dealt with
under the Offer, and any oversubscriptions will be dealt with under the
Offer. Further information regarding the Priority Offer is set out in
Section 6.7.
Who is eligible to | The Offer is open to all investors resident in Australia and New Zealand Section 6.13
participate in the and to eligible investors resident in certain other jurisdictions.
Offer?
How do | apply for | Applications for Securities under the Offer must be made by completing | Section 6.3
Securities under the relevant application forms attached to this Prospectus in accordance
the Offer? with the instructions set out in the Application Form and the Priority
Offer Application Form. Eligible Lithium Australia shareholders who
wish to apply for Securities under the Offer should use the Priority Offer
Application Form and other persons should use the Application Form.
What is the The final allocation of Securities under the Offer remains at the sole Section 6.4
allocation policy discretion of the Directors, to ensure that the Company has an
for the Offer? appropriate Shareholder base on admission to the Official List.
The Company gives no assurance that any applicant will be allocated the
Securities applied for.
What will the The Company’s capital structure on a post-Offer basis is set out in Section 6.10
Company’s capital | Section 6.10.
structure be upon
completion of the
Offer?
What are the A summary of the material rights and liabilities attaching to the Shares Section 16.1

terms of the
Securities offered
under the Offer?

and Partly Paid Shares offered under the Offer is set out in Section
16.1(a) and Section 16.1(b) respectively.

The terms and conditions of the Options on issue are set out in
Section 16.1(c).

BlackEarth Minerals NL Replacement Prospectus
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F. Offer (Cont.)

Will any of the
Securities issued
under the Offer
be subject to
€SCrow?

Generally, Securities on issue at the date of this Prospectus and

issued to promoters or related parties will be escrowed for a period of

24 months from the date of the Company’s admission to the Official List.
It is expected that a percentage of the Securities issued to seed investors
and the vendors of the Projects will be escrowed for 12 months from the
date of issue of the Securities. During the period in which these Securities
are prohibited from being transferred, assigned or otherwise disposed of,
trading in Shares may be less liquid, which may impact on the ability of a
Shareholder to dispose of Shares in a timely manner.

As at the date of this Prospectus, the Company expects the following
sections to be subject to ASX-imposed escrow.

1) 26,910,000 Shares — 24 months

2) 4,924,500 Shares — 12 months

) 2,750,000 Options — 24 months

4) 7,910,000 Partly Paid Shares — 24 months
5) 4,942,500 Partly Paid Shares — 12 months

W

(
(
(
(
(

The Company will announce to the ASX details of the number and
duration of the Shares, Partly Paid Shares and Options that the ASX
requires be held in escrow prior to the Shares commencing trading on
the ASX.

Section 6.18

Will the Securities
issued under the
Offer be Quoted?

The Company will make an application to the ASX for Quotation of all
Shares to be issued under the Offer. As at the date of this Prospectus the
Company does not intend to make an application for Quotation of the
Partly Paid Shares to be issued under the Offer.

Section 6.12

What are the key
dates of the Offer?

The key dates of the Offer are set out in the indicative timetable in
Section 3.

Section 3

What is the
minimum
investment size
under the Offer?

Applications under the Offer must be for a minimum of $2,000 worth
of Shares (10,000 Shares) and thereafter, in multiples of $200 worth of
Shares (1,000 Shares).

Section 6.3

Do | have to pay
calls on the Partly
Paid Shares?

As the Company is a ‘no liability’ company, a holder of a Partly Paid
Share is not under any contractual obligation to pay a call in respect of
the unpaid amount of a Partly Paid Share. However, if a call is not paid,
the Partly Paid Share will be liable to forfeiture and may be sold by the
Company via public auction. As set out in the Constitution, the proceeds
of the sale of such forfeited Partly Paid Shares will be applied first to the
expenses of the auction, then to any expenses incurred in respect of the
forfeiture and finally to calls on the Partly Paid Shares that are due and
unpaid. The balance of the proceeds (if any) will be paid to the registered
holder whose Partly Paid Shares were forfeited and sold. In the event
that only a portion of a call is paid in respect of Partly Paid Shares, the
amount of the call paid will be applied to the Partly Paid Shares held

by that Partly Paid Shareholder sequentially and only those Partly Paid
Shares in respect of which the call is not satisfied in full after the amount
paid is so applied will be liable for forfeiture. Please see Section 16.1 for
full terms of the Partly Paid Shares.

Sections 6.19 and
16.1

. Use of proceeds

How will the
proceeds of the
Offer be used?

The proceeds from the Offer will be used for:
(@) undertaking exploration across the Tenements;
(b) paying the costs of the Offer;

(c) covering corporate and administrative costs, overheads and
tenement rents and outgoings, and

(d) general working capital.

Further details are set out in Section 6.9.

Section 6.9
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H. Additional Information

Is there a lead Patersons Securities Limited has been appointed as lead manager to Section 15.6
manager to the the Offer. A summary of the terms and conditions of its appointment is
Offer? summarised in Section 15.6.
Is there any The Company reserves the right to pay a commission of up to 5% Section 6.16
brokerage, (exclusive of goods and services tax) of amounts subscribed to any
commission licensed securities dealers or Australian financial services licensee in
or stamp duty respect of applications lodged and accepted by the Company and
payable by bearing the stamp of the licensed securities dealer or Australian financial
applicants? services licensee. Payments will be subject to the receipt of a proper tax
invoice from the licensed securities dealer or Australian financial services
licensee.
What are the Dividends on Securities may be subject to Australian tax and possibly Section 6.20
tax implications capital gains tax on a future disposal of Securities issued under this
of investing in Prospectus.
Securities? The tax consequences of any investment in Securities will depend upon
an investor’s particular circumstances. Applicants should obtain their own
tax advice prior to deciding whether to subscribe for Securities offered
under this Prospectus.
What is the The Company does not expect to declare any dividends during at Section 7.6
Company’s least the first two-year period following the date of this Prospectus, as

dividend policy?

significant expenditure will be incurred in the exploration and development
of the Tenements.

No assurance in relation to the payment of dividends or franking credits
attaching to dividends can be given by the Company.

What are the To the extent applicable, in light of the Company’s size and nature, Sections 9.5 and 9.6
corporate the Company has adopted The Corporate Governance Principles and
governance Recommendations (Third Edition), as published by the ASX Corporate
principles of the | Governance Council (Recommendations).
Company? , . -
The Company’s main corporate governance policies and charters
as at the date of this Prospectus are outlined in Section 9.5, and the
Company’s compliance and departures from the Recommendations
are set out in Section 9.6. In addition, the Company’s full Corporate
Governance Plan and copies of its charters and policies are available from
the Company’s website (www.blackearthminerals.com.au).
The Company has adopted corporate governance charters and policies
that reflect the Recommendations to the extent appropriate having regard
to the circumstances of the Company.
Where can e By speaking to your stockbroker, solicitor, accountant or other
| find more independent professional adviser.
information?

e By contacting BlackEarth's Company Secretary on +61 8 6145 0289.

e By contacting the Share Registry on (08) 9324 2099 within Australia or
on +61 8 9324 2099 outside Australia.

BlackEarth Minerals NL Replacement Prospectus
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6.1

6.2

DETAILS OF THE OFFER

Introduction

The information set out in this Section 6 is not
comprehensive and should be read together with the
other information in this Prospectus.

Shares offered for Subscription

Under this Prospectus the Company offers for
subscription up to 30,000,000 Shares at an issue price
of $0.20 per Share to raise a total of up to $6,000,000
with a minimum subscription of 22,500,000 Shares at
an issue price of $0.20 per Share to raise $4,500,000,
together with one free attaching Partly Paid Share for
every two Shares subscribed for and issued under

the Offer.

The Shares offered under this Prospectus are new
shares that will rank equally with the existing Shares
on issue. The Partly Paid Shares issued under this
Prospectus are new shares that will rank equally with
the Partly Paid Shares already on issue.

The material rights and liabilities attaching to the
Shares are summarised in Section 16.1(a). The
material rights and liabilities attaching to the Partly Paid
Shares are summarised in Section 16.1(b).

Of the Securities being offered under this Prospectus,
a Priority Offer to existing shareholders of Lithium
Australia registered at the Priority Offer Record Date
is also being made as part of the Offer. The Priority
Offer comprises up to 5,000,000 Shares and up to
2,500,000 free attaching Partly Paid Shares. Further
information regarding the Priority Offer is set out in
Section 6.7.

The general offer (General Offer) will be for:
(@) either:

(i) 22,500,000 Shares together with one free
attaching Partly Paid Share for every two
Shares subscribed for and issued (Minimum
Subscription), or

(i) 30,000,000 Shares together with one free
attaching Partly Paid Share for every two
Shares subscribed for and issued (Full
Subscription), and

(b) any Shares offered under the Priority Offer that
are not subscribed for by Lithium Australia
shareholders eligible to participate in the Priority
Offer by the Priority Offer Closing Date.

Therefore, if the Priority Offer is fully subscribed, either
17,500,000 Shares (assuming Minimum Subscription)
or 25,000,000 Shares (assuming Full Subscription),
together with one free attaching Partly Paid Share

for every two Shares subscribed for and issued,

will be offered under the General Offer. However, if

no Securities are subscribed for under the Priority
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6.3

Offer at the Priority Offer Closing Date, then either
22,500,000 Shares (assuming Minimum Subscription)
or 30,000,000 Shares (assuming Full Subscription),
together with one free attaching Partly Paid Share for
every two Shares subscribed for and issued, will be
available for subscription under the General Offer.

How to Apply for Securities

Applications for Securities offered under this
Prospectus must be made using the Application Form
or Priority Offer Application Form (Applications), each
of which is attached to this Prospectus.

Payment for the Securities must be made in full at
the issue price of $0.20 per Share. Applications must
be for a minimum of 10,000 Shares and thereafter in
multiples of 1,000 Shares. Completed Applications
and accompanying cheques must be mailed to:

BlackEarth Minerals NL
PO Box 2226, Strawberry Hills NSW 2012

or delivered to:

BlackEarth Minerals NL
50 Holt Street, Surry Hills NSW 2010

or delivered by email to:
hello@automic.com.au,

along with confirmation that funds have been paid to
the BlackEarth Minerals NL Share Application Account:

BSB # 016 498 and Account # 462 235 488.

Cheques should be made payable to 'BlackEarth
Minerals NL — Share Application Account' and
crossed 'Not negotiable'. Completed applications
must reach one of the above addresses by no later
than the Closing Date. Detailed instructions on how
to complete the application forms are set out on the
reverse of those forms.

Applicants in Australia may also apply for Shares by
applying online at:

https://investor.automic.com.au/blackearthminerals.
html

An applicant must comply with the instructions on the
website. An applicant paying the application moneys
by BPAY® must use the unique BPAY® customer
reference number provided.

If you require assistance in completing any of the
applications, please contact the Company on + 61 8
6145 0289 or the Share Registry on +61 8 9324 2099.

The Company reserves the right to close the Offer
early, without notice.

BlackEarth Minerals NL Replacement Prospectus
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6.4

6.5

6.6

Issue of Securities

Subject to the Minimum Subscription being reached
and the ASX granting conditional approval for the
Company to be admitted to the Official List, issue of
Securities offered by this Prospectus will take place as
soon as practicable after the Closing Date.

Following issue, statements of Security holdings will
be dispatched to successful applicants. It is your
responsibility to determine your allocation prior to
trading in Securities. If you sell Securities before
receiving your holding statement you do so at your
own risk.

Prior to allotment, all application monies shall be

held by the Company on trust for the applicants

in a separate bank account as required by the
Corporations Act. The Company will retain any interest
earned on the application monies irrespective of
whether the issue of Securities takes place.

The Directors reserve the right to issue Securities in
full for any application or to issue any lesser number
of Securities or to decline any application. Where the
number of Securities issued is less than the number
applied for, or where no issue is made, the surplus
application monies will be refunded, without any
interest, to the applicant as soon as practicable after
the issue date.

Full Subscription

The full subscription to the Offer is $6,000,000 through
the issue of 30,000,000 fully paid ordinary shares at an
issue price of $0.20 per Share, together with one free
attaching Partly Paid Share (paid to $0.0001, unpaid
to $0.2499) for every two Shares subscribed for and
issued under the Offer.

Minimum Subscription

The minimum subscription to be raised under this
Prospectus is $4,500,000 through the issue of
22,500,000 Shares at an issue price of $0.20 per
Share, together with one free attaching Partly Paid
Share for every two Shares subscribed for and issued
under the Offer. If the Minimum Subscription is not
reached within four months after the date of the
Original Prospectus the Company will thereafter either
repay all application monies received or will issue a
supplementary prospectus or replacement prospectus
and allow applicants one month to withdraw their
applications and be repaid their application monies.
No interest will be paid on these monies.
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6.8

Priority Offer

As part of the Offer, the Company is inviting
shareholders of Lithium Australia to take part in the
Offer, and as at the date of this Prospectus has set
aside up to 5,000,000 Shares and up to 2,500,000
free attaching Partly Paid Shares under the Priority
Offer for shareholders of Lithium Australia registered
at the Priority Offer Record Date. Shareholders of
Lithium Australia at the Priority Offer Record Date
may subscribe for Securities under the Priority Offer
by completing the Priority Offer Application Form in
accordance with the instructions on the reverse of
that form.

Shareholders of Lithium Australia at the Priority Offer
Record Date will be allocated Securities on a first-
come, first-served basis and subject to availability and
the Directors’ absolute discretion (Priority Offer).
Lithium Australia shareholders eligible to participate in
the Priority Offer are encouraged to submit their Priority
Offer Application Forms as soon as possible after the
Priority Offer opens.

The Board retains absolute discretion when deciding
whether or not to accept any particular application
under the Priority Offer in part or in full and will not be
liable to any Lithium Australia shareholder who is not
allocated Securities (or the full number of Securities
they applied for). In the event that there is excess
demand under the Priority Offer, the Directors will
determine the allocation of Securities under the Priority
Offer in their sole discretion, including accepting
oversubscriptions to the Priority Offer as applications
under the General Offer.

The Priority Offer Closing Date is 14 days before

the General Offer closes. This allows the Company

to accept applications under the General Offer for
Securities not applied for (or applications not accepted
by the Company) under the Priority Offer.

To the extent that subscriptions from Lithium Australia
shareholders eligible to participate in the Priority Offer
exceed 5,000,000 Shares and up to 2,500,000 free
attaching Partly Paid Shares, the excess applications
will be considered as applications under the General
Offer.

Purpose of the Offer

The purpose of the Offer is to provide the Company
with additional funding for a detailed exploration
programme on the Tenements, to facilitate an
application by the Company for admission to the
Official List, to meet the costs of the Offer and to fund
administration costs and new project evaluation, so
as to position the Company to seek to achieve the
objectives set out in Section 7.3.
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6.9

Use of Funds

The Company intends to apply its existing cash reserves and the funds raised from the Offer over the first two years after the

Listing Date as follows.

Minimum Full
Subscription Percentage of Subscription Percentage of
$4.5 million IPO funds $6 million IPO funds
Item % (%) % (%)
Pre-Offer cash raised and receivables' 550,000 11 550,000 8
Funds raised from the Offer 4,500,000 89 6,000,000 92
Total funds available 5,050,000 100 6,550,000 100
ALLOCATION OF FUNDS - YEARS 1 AND 2
Year 1
Exploration expenditure — Australian Projects? 250,000 5 330,000 5
Exploration expenditure — Madagascan Projects? 1,075,000 21 1,975,000 30
Estimated Expenses of the Offer® 550,000 11 650,000 10
Administration costs* 700,000 14 700,000 11
Product marketing (offtake) 150,000 3 150,000 2
New project evaluation 20,000 0 20,000 0
Working capital 50,000 1 20,000 0
Total Year 1 2,795,000 55 3,845,000 59
Cash end Year 1 2,255,000 45 2,705,000 41
Year 2
Exploration expenditure — Australian Projects? 250,000 5 330,000 5
Exploration expenditure — Madagascan Projects? 900,000 18 1,300,000 20
Product marketing (offtake) 300,000 6 250,000 4
Administration costs* 650,000 13 700,000 11
New project evaluation® 100,000 2 100,000 2
Working capital 55,000 1 25,000 0
Total Year 2 2,255,000 45 2,705,000 41

" Refer to the Investigating Accountant’s Report in Section 12 for further information. Some of the Year 1 costs have already been paid or incurred from this
amount as at the date of this Prospectus.

2 Refer to the Independent Geologist’s Report — Australia in Section 10 and the Independent Geologist’s Report — Madagascar in Section 11 for further
information on planned exploration activities and expenditure budgets for the Projects and the budget summary in Section 7.3. This cost includes the $75,000
payment due to the vendor of the Madagascan Projects on listing.

3 Refer to Section 16.5 for further details.
4 These expenses include wages and superannuation of employees and Directors, rent and outgoings, accounting fees, legal fees, ASX listing fees, auditing
fees, insurance, Share Registry fees, travel expenses and all other items of a general administrative nature.

5The Company will identify and evaluate investment opportunities in resource projects and assets (including minerals other than graphite) in Australia and/or
overseas.

It is anticipated that the funds raised under the Offer will enable two years of full operations based on the current budget

(if the Minimum Subscription is raised). It should be noted that the Company may not be fully self-funding through its own
operational cash flow at the end of this period. Accordingly, the Company may require additional capital beyond this point,
which will likely involve the use of additional debt or equity funding. Future capital needs will also depend of the success or
failure of the Company’s exploration of the Projects. The use of further debt or equity funding will be considered by the Board
where it is appropriate to fund additional exploration on the Projects or to pursue opportunities in the resource sector.

In the event that the Company raises more than the Minimum Subscription but less than the Full Subscription, the additional
funds raised will be first applied towards the increased expenses of the Offer, followed by increased exploration expenditure
and then administration costs, with any remaining funds to be used for working capital and new project evaluation purposes.

The above table is a statement of current intentions as of the date of lodgement of this Prospectus with ASIC. As with any
budget, intervening events (including exploration success or failure) and new circumstances have the potential to affect the
actual application of funds. In particular, exploration expenditure will be reviewed on an ongoing basis, depending on the
nature of the results from work programmes. The Board reserves the right to alter the way funds are applied on this basis.
The Company may raise additional funds within two years after listing on the ASX, to the extent required to increase and
accelerate the exploration programmes on the Projects, or to acquire or invest in suitable additional projects and assets in
the resources sector in Australia and/or overseas, as determined by the Board.
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6.10 Pro Forma Capital Structure

The capital structure of the Company following completion of the Offer (assuming both Minimum Subscription and Full
Subscription) is summarised below.

Minimum Percentage Full Percentage

Subscription of Shares Subscription of Shares
Shares $4.5 million (undiluted) $6 million (undiluted)
Shares on issue at date of
Prospectus' 31,500,000 56.25 31,500,000 49.61
Shares to be issued as
consideration for Madagascar
assets under Madagascan
Acquisition Agreement 2,000,000 3.57 2,000,000 3.15
Shares to be issued under
the Offer 22,500,000 40.18 30,000,000 47.24
Total Shares on issue at
completion of the Offer
(undiluted) 56,000,000 100.00 63,500,000 100.00
Partly Paid Shares? on issue at
date of Prospectus 14,500,000 17.74 14,500,000 15.59
Partly Paid Shares to be issued
under the Offer 11,250,000 13.76 15,000,000 16.13
Total Shares on issue?® 81,750,000 100.00 93,000,000 100.00
Total Options on Issue 2,750,000 3.25 2,750,000 2.87
Total Shares and Options 84,500,000 100.00 95,750,000 100.00

" Includes 5,000,000 Contingent Entitlement Shares — refer to Section 5(g) and Section 15.5 for further details.

2 See Partly Paid Share table below.
3 Includes Partly Paid Shares.

Partly Paid Shares

The Partly Paid Shares are more fully described in Section 16: Additional Information. In summary, as at the date of this

Prospectus there are 14,500,000 Partly Paid Shares paid to $0.0001 and unpaid $0.2499. Up to 15,000,000 Partly Paid
Shares, paid to $0.0001 and unpaid $0.2499 (assuming Full Subscription), will be issued under the Offer on the basis of one
Partly Paid Share for every two Shares subscribed for and issued. The Partly Paid Shares will convert to fully paid ordinary
shares when the Partly Paid Shareholder pays, or is called to pay, the remaining balance on these Partly Paid Shares.

In the event that a call is made on these shares, Partly Paid Shareholders have the option to either pay the call or the shares
are forfeited and those forfeited Partly Paid Shares are auctioned at a public auction. In the event that the outstanding
balance unpaid on all Partly Paid Shares of $0.2499 is called (assuming Full Subscription) and then fully paid, the Company

has an ability to raise up to $7,372,050 before costs. The Partly Paid Shares will not be listed and no application for
Quotation of the Partly Paid Shares will be made. The Company, in its sole and absolute discretion, may consider applying
for Quotation of the Partly Paid Shares in the future, subject always to the requirements of the ASX Listing Rules.

Minimum Percentage Full Percentage

Partly Paid Shares Subscription of Shares Subscription of Shares
(PP Shares) $4.5 million (fully diluted) $6 million (fully diluted)
PP Shares on issue at date of

Prospectus’ 14,500,000 29.74 14,500,000 29.74
PP Shares offered under the

Prospectus 11,250,000 13.31 15,000,000 15.67
Total PP Shares on issue at

completion of the Offer 25,750,000 30.47 29,500,000 30.81
Total dollar value unpaid on

PP Shares on issue at

completion of the Offer 6,434,925 7,372,050
" Partly Paid Share terms and conditions are listed in Section 16.1.

Minimum Percentage Full Percentage
Subscription of Shares Subscription of Shares

Options $4.5 million (fully diluted) $6 million (fully diluted)
Options on issue at date of

Prospectus' 2,750,000 5.64 2,750,000 5.64
Options offered under the

Prospectus 0 0 0 0
Total Options on issue at

completion of the Offer 2,750,000 3.25 2,750,000 2.87

T Options terms and conditions are listed at Section 16.1.
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6.11

Substantial Shareholders

Set out in the table below are the Shareholders holding 5% or more of the Shares on issue both at the date of this
Prospectus and upon completion of the Offer on an undiluted basis (that is, assuming none of the Options on issue at the
date of this Prospectus are exercised and none of the Partly Paid Shares on issue at the date of this Prospectus become
fully paid). The table assumes Full Subscription, that no existing substantial Shareholder subscribes for and is issued
additional Shares pursuant to the Offer, and that none of the Options will have been exercised at completion of the Offer and
none of the Partly Paid Shares on issue at the date of this Prospectus become fully paid.

% on completion of % on completion
% at date of Offer at Minimum of Offer at Full

Fully Paid Prospectus Subscription Subscription
Name Shares held’ (undiluted) (undiluted) (undiluted)
Lithium Australia 11,000,000 34.92 14.20 17.32
Greyhound Investments Pty Ltd 8,110,000 25.75 15.0 13.19
Thomas George Revy & Valeria 2,000,000 6.35 3.70 3.25
Maria Revy?
JHY Investments Pty Ltd 2,000,000 6.35 3.70 3.25
Adrian Christopher Giriffin® 2,000,000 6.35 3.70 3.25

T Assumes that none of the Shareholder’s Partly Paid Shares (if any) have become fully paid and none of their Options (if any) have been exercised.

2 Mr Revy is the Managing Director. The Securities in which Mr Revy has an interest are held by Thomas George Revy and Valeria Maria Revy as trustees for the
Revcorp Super Fund account.

8 Mr Griffin is a director of Lithium Australia, a related party of the Company. The Securities in which Mr Griffin has an interest are held by Adrian Christopher
Griffin and Josephine Norman as trustees for the Global Super Fund account.

Set out in the table below are the Shareholders holding 5% or more of the Shares on issue both at the date of this
Prospectus and after completion of the Offer on a fully diluted basis (that is, assuming the exercise of all of the Options on
issue at the date of this Prospectus and that all Partly Paid Shares on issue at the date of this Prospectus become fully paid).
The table assumes Full Subscription and that no existing substantial Shareholder subscribes for and is issued additional
Shares pursuant to the Offer. The fully diluted capital structure of the Company at the date of this Prospectus is 48,750,000

Shares and at completion of the Offer (assuming Full Subscription) is 95,750,000 Shares.

6.12

6.13
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% on completion of % on completion
% at date of Offer at Minimum of Offer at Full
Fully Paid Prospectus Subscription Subscription
Name Shares held’ (fully diluted) (fully diluted) (fully diluted)
Lithium Australia 12,000,000 24.62 16.38 12.53
Greyhound Investments Pty Ltd 9,220,000 18.1 10.91 9.63
Thomas George Revy & Valeria
Maria Revy? 4,150,000 8.51 4.91 4.33
JHY Investments Pty Ltd 4,000,000 8.20 4.73 4.18
Adrian Christopher Griffin® 4,000,000 8.20 4.73 418

" Assumes that all of the Shareholder’s Partly Paid Shares held as at the date of this Prospectus (if any) have become fully paid and that all Options held by that
Shareholder as at the date of this Prospectus (if any) have been exercised.

2 Mr Revy is the Managing Director. The Securities in which Mr Revy has an interest are held by Thomas George Revy and Valeria Maria Revy as trustees for the
Revcorp Super Fund account.

8 Mr Griffin is a director of Lithium Australia, a related party of the Company. The Securities in which Mr Griffin has an interest are held by Adrian Christopher
Griffin and Josephine Norman as trustees for the Global Super Fund account.

The Company will announce to the ASX details of its top 20 Shareholders after completion of the Offer and prior to the
Shares commencing trading on the ASX.

ASX Listing

The Company will apply to the ASX within seven days after the date of the Original Prospectus for admission to the Official
List and for Quotation of the Shares offered under this Prospectus. If the ASX does not grant permission for Quotation of
the Shares within three months after the date of the Original Prospectus, or such longer period as is varied by ASIC, the
Company will not issue any Shares offered for subscription under this Prospectus and will repay all application monies
received as soon as practicable thereafter, or within the time prescribed under the Corporations Act. The Partly Paid Shares
offered under this Prospectus will not be listed and no application will be made for their Quotation. The Company, in its sole
and absolute discretion, may consider applying for Quotation of the Partly Paid Shares in the future, subject always to the
requirements of the ASX Listing Rules. The ASX takes no responsibility for the contents of this Prospectus. The fact that
the ASX may grant Quotation of Shares is not to be taken in any way as an indication of the merits of the Company or the
Shares offered under this Prospectus.

Applicants outside Australia

This Prospectus does not and is not intended to constitute an offer in any place or jurisdiction in which, or to any person to
whom, it would not be lawful to make such an offer or to issue this Prospectus. Applicants outside Australia or New Zealand
should refer to Section 2.5 for further information.
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6.14

6.15

6.16

6.17

6.13

Not Underwritten

The Offer is not underwritten.

Contingent Entitlement Shares

Shareholders with at least 10,000 Shares at the Listing
Date are entitled to participate in a pool of 5,000,000
Contingent Entitlement Shares currently held by the
Contingent Entitlement Trustee, in proportion to the
number of Shares they hold at the first Business Day
following the date all Shares in respect of which the ASX
imposes restrictions as a condition to the listing of the
Company cease to be restricted Shares (Entitlement
Date). The Contingent Entitlement Share issue is more
fully described in Section 15.5.

Commissions Payable

6.19
The Company reserves the right to pay a commission
of up to 5% (exclusive of goods and services tax) of
amounts subscribed through any licensed securities
dealer or Australian financial services licensee in

respect of valid applications lodged and accepted by
the Company and bearing the stamp of the licensed
securities dealer or Australian financial services licensee.
Payments will be subject to the receipt of a proper tax
invoice from the licensed securities dealer or Australian
financial services licensee.

Risk Factors

You should be aware that subscribing for Securities the
subject of this Prospectus involves a number of risks. The
key risks are set out in Part C of Section 5: Investment
Overview, and other risk factors are set out in Section

8. Potential investors are urged to consider those risks
carefully, and if necessary consult their professional
advisers before deciding whether to invest in the
Company. The risk factors set out in Part C of Section 5,
and Section 8, and other general risks applicable to all
investments in listed securities not specifically referred
to, may in the future affect the value of the Securities.
Accordingly, an investment in the Company should be
considered speculative.

6.20

Restricted Securities

Generally, Securities on issue at the date of this
Prospectus and issued to promoters or related parties
will be escrowed for a period of 24 months from the date
of Quotation or the Company’s admission to the Official
List. It is expected that a percentage of the Securities
issued to non-related-party seed investors and all of

the Securities issued to vendors of the Projects will be
escrowed for 12 months from the date of issue of the
Securities. During the period in which these Securities are
prohibited from being transferred, assigned or otherwise
disposed of, trading in Securities may be less liquid,
which may impact on the ability of a Shareholder to
dispose of Securities in a timely manner.

6.21
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It is expected that 30,377,500 Shares, 12,752,500 Partly
Paid Shares and 2,750,000 Options will be subject to
escrow, as follows.

(1) 26,910,000 Shares — 24 months

(2) 4,924,500 Shares — 12 months

(8) 2,750,000 Options — 24 months

(4) 7,910,000 Partly Paid Shares — 24 months
(5) 4,942,500 Partly Paid Shares — 12 months

The Company will announce to the ASX details of the
number and duration of the Shares, Partly Paid Shares
and Options that the ASX requires be held in escrow prior
to the Shares commencing trading on the ASX.

Calls on Partly Paid Shares

As the Company is a ‘no liability’ company, a holder of a
Partly Paid Share is not under any contractual obligation
to pay a call in respect of the unpaid amount of a Partly
Paid Share. However, if a call is not paid, the Partly Paid
Share will be liable to forfeiture and may be sold by the
Company via public auction in accordance with the
Constitution. Please see Section 16.1 for full terms of
the Partly Paid Shares. As set out in the Constitution, the
proceeds of the sale of such forfeited Partly Paid Shares
will be applied first to the expenses of the auction, then
to any expenses incurred in respect of the forfeiture and
finally to calls on the Partly Paid Shares that are due and
unpaid. The balance of the proceeds (if any) will be paid
to the registered holder whose Partly Paid Shares were
forfeited and sold. In the event that only a portion of a call
is paid in respect of Partly Paid Shares, the amount of the
call paid will be applied to the Partly Paid Shares held by
that Partly Paid Shareholder sequentially, and only those
Partly Paid Shares in respect of which the call is not
satisfied in full after the amount paid is so applied will be
liable for forfeiture.

Taxation

The acquisition and disposal of Securities will have

tax consequences that will differ depending upon the
individual financial affairs of each investor. You are
urged to obtain independent financial advice about the
consequences of acquiring Securities, from a taxation
viewpoint and generally.

To the maximum extent permitted by law, the Company,
its officers and each of their respective advisers accept
no liability or responsibility with respect to the taxation
consequences of subscribing for Securities under this
Prospectus.

Queries

This Prospectus provides information to help potential
investors decide if they wish to invest in the Company
and it should be read in its entirety. If you have any
questions about investing in the Company after reading
this Prospectus, please contact your sharebroker,
financial planner, accountant, lawyer or independent
financial adviser.
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7. COMPANY AND PROJECTS OVERVIEW

7.1 Background Western Australia
The Company was incorporated on BlackEarth has plans to explore four project locations in WA that have
15 March 2016 for the purpose of a total area of over 560 square kilometres. The WA project areas have
identifying, evaluating and, if warranted, been selected on the basis that they either overlie neglected historically
acquiring various investment opportunities, reported graphite occurrences or contain other specific geological or
projects and assets in the resources sector geophysical characteristics that signify prospectivity for the discovery
that are considered by the Board to add of graphite mineralisation. All are greenfield projects and, as such, have
potential Shareholder value. An experienced seen little graphite focused exploration.

Board with a broad range of resources and
industry expertise has been assembled to
direct the activities of the Company.

The WA project areas lie in the Gascoyne, Murchison and southwest
regions of the state.

S . The location of the WA Projects is shown below.

The Company’s initial focus will be on early
exploration for graphite on its WA Projects
(held by the Subsidiary), as well as advanced
exploration and further development of

the Maniry and lanapera Projects, located

in Madagascar and held by Mada-Aust,
which will, upon completion of the sale and
purchase of Madagascar Graphite under
the Madagascan Acquisition Agreement,
become a 100% owned subsidiary of the
Company. Once the Company lists on the
ASX it may acquire additional resource
projects and assets in Australia and/or
overseas that contain, or are prospective
for, minerals other than graphite, with a view
to the further exploration or development

of, or investment in, the projects and assets
acquired, consistent with its business

objective.

WESTERN

WAUSTRALIA

Northern Gully f

L]

&

L 1

m

Donnelly River

Map 1: WA project locations.
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Madagascar

On 21 February 2017, BlackEarth entered into the Madagascan Acquisition Agreement to acquire 100% of the issued
capital of Madagascar Graphite, which in turn owns Mada-Aust, the company that owns the Maniry and lanapera Projects,
located in the southern area of Madagascar, pursuant to the Madagascan Acquisition Agreement. Completion of the sale
and purchase is conditional on the satisfaction of a number of conditions precedent, including the Company’s ASX Listing.

Collectively, the Maniry Project and the lanapera Project are known as the Ampanihy Project.

The locations of the Maniry Project and the lanapera Project are shown below.

lanapera
Project

Maniry
Project

Map 2: Madagascan project locations.

The Maniry and lanapera Projects are both highly prospective for high-quality graphite deposits and the Maniry Project
specifically is currently at an advanced evaluation stage, pending additional work to establish an initial resource base.

Previous work undertaken on the Maniry Project and announced by Capricorn on 12 February 2015 on the ASX
platform identified at least 34 large-scale zones of prominently outcropping graphite mineralisation over an area of
6.5 by 2.5 kilometres. The individual lenses within the area have strike extensions of up to 1.8 kilometres and can
attain widths of up to 350 metres. Grades of 7-20% C (up to 50%) have been reported.

The lanapera Project lies approximately 60 kilometres north of the Maniry Project. Capricorn previously announced
a series of high-grade outcrops of graphite mineralisation that potentially sit above a larger concealed system
approximately 800 metres long and 30 metres wide. This project lies only 5 kilometres north of the Molo Graphite
Project held by NextSource Materials Inc., which recently announced the results of its updated feasibility studly.

Company Projects

Details of the Projects are summarised in this Section 7 and a more detailed description of each individual project,
and previous work undertaken on the Tenements or the area of the Tenements and proposed exploration work and
budgets, are set out in the Independent Geologist’s Report — Australia in Section 10 and the Independent Geologist’s
Report — Madagascar in Section 11. Further information on the Madagascan Acquisition Agreement is contained in
Section 15. Details of the Tenements are provided in the Solicitors’ Report on Tenements — Australia in Section 13 and
the Solicitors’ Report on Tenements — Madagascar in Section 14.

The Board’s primary objective is for the Company to generate value for Shareholders by utilising the accumulated
knowledge and experience of its Directors and management to develop active, targeted and cost-effective exploration
programmes for the projects the Company has acquired an interest in or will acquire an interest in, by managing the
Company’s current portfolio of assets in order to realise their full economic potential and by identifying, evaluating and,
if warranted, acquiring further resource projects and assets in Australia and/or overseas that are considered by the
Board to add potential value to the Company.
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7.2

Company Projects

Donnelly River, Western Australia

The Donnelly River Project comprises two Exploration
Licences (E70/4824 and E70/4825) and one
Exploration Licence Application (E70/4972) totalling
173 square kilometres in the far southwest of the state,
immediately to the north and northwest of the regional
town of Manjimup. The South Western Highway, a
major transport corridor, passes through E70/4825
and internal access is provided by secondary roads
and forestry tracks.

The existence of graphite at Donnelly River was noted
as far back as 1888. Mining in the Donnelly River area
started around 1905 and continued through to 1916,

with at least four shafts being sunk on various leases.

Previous exploration described the Donnelly River
material as being mostly composed of very finely
divided graphite, with only a small proportion of flake
material, of which the best flake (5.4%) assayed at
99.6% TGC. In those early years, there were limited
suitable applications for Donnelly River graphite.
However, later testing of graphite from this deposit
showed that the material ranges from extremely
fine-grained to medium-grained flake graphite.

BlackEarth proposes to undertake work programmes
aimed at discovering repetitions of the known graphite
occurrences at Donnelly River. Historical exploration
activity in the area has targeted base metals, gold,
tin-tantalum and lithium, with no primary targeting

of graphite. Given the extent of favourable host
lithologies, there would appear to be potential to
discover new deposits of commercial-grade graphite.

Greenhills, Western Australia

The Greenhills Project comprises four Exploration
Licences (E70/4811, E70/4812, E70/4903 and
E70/4906), 20 kilometres east of the township of
York, WA. The project covers an approximate area
of 94 square kilometres. The sealed Quairading-
York, Doodenanning and Cubbine Roads cross the
project area. As this is principally a wheat-growing
region, there are numerous gravel roads and tracks
throughout the Tenements.

There are three recorded graphite occurrences,
Balkuling, Doodenanning and Greenhills, within the
project area. A single sample taken from Balkuling

in 1951 was reported to contain 5% graphite flakes
less than 0.2 mm in diameter and returned 10% TGC.
During the same year, the Doodenanning occurrence
was inspected and the two graphite samples taken
returned assays of 5.6% and 18.7% TGC. Both
samples contained flake graphite of various sizes.

The Greenhills graphite zone was defined by
previous exploration activity and is interpreted to be
a 20-kilometre, east-northeast trending zone from
Greenhills railway siding towards Doodenanning.
The host rock is a completely kaolinised, foliated
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rock with fine- to medium-grained flake graphite. This
graphite returned an 8.7% TC assay from 10% flake
graphite exceeding 0.6 millimetres in diameter.

The project area has been explored for numerous other
commodities from the mid-1970s. Predominately,
exploration has centred around kaolin, gold, base
metals and iron ore. No systematic exploration has
been conducted for graphite across the project area.

Given the extent of favourable host lithologies and
known graphite occurrences, a dedicated exploration
programme using appropriately focused techniques
could be expected to discover a graphite deposit in
the BlackEarth tenements.

Northern Gully, Western Australia

The Northern Gully Project consists of the single
Exploration Licence E66/95, 26 kilometres west-
southwest of the township of Geraldton. The project
covers an approximate area of 48 square kilometres
and overlies the historic Lady Sampson lead mine. The
Geraldton-Mt Magnet road is 5 kilometres south of the
tenement area and 35 kilometres from the Geraldton
port. There are numerous gravel roads and tracks
throughout the tenement.

Two graphite samples taken from the Lady Sampson
pegmatite in 1951 returned 16.5% and 19.4%
graphitic carbon. Observations by others indicate that
the greatest concentration of graphite is exposed best
at the mine and is contained as graphite-silica matts
infilling strain zones within the pegmatites, gneiss and
migmatites.

The project area has been explored previously for
numerous other commodities (phosphate, bentonite
clay, iron ore and mineral sands) from the mid-1960s.
Historically, exploration has centred around lead,

zinc and copper mineralisation at the Lady Sampson
lead mine and defining extensions to the known lead
mineralisation, with secondary considerations for gold
and silver. The Lady Sampson mine produced a total
of 13.4 tons of lead from 53.8 tons of ore. The years
of recorded operation were from 1926 to 1949. Mining
predating 1926 did take place but no records of
production were kept.

BlackEarth proposes to undertake exploration work
programmes aimed at discovering an economic
graphite deposit. Given the extent of favourable host
lithologies and known occurrences, a dedicated
exploration programme using appropriately focused
techniques could be expected to discover a graphite
deposit on the tenements.

Yalbra, Western Australia

The Yalbra Project consists of a single Exploration
Licence Application, E09/2234, 280 kilometres east

of the township of Carnarvon. The project covers an
approximate area of 248 square kilometres. The gravel
Carnarvon-Mullewa Road passes through the
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northwest corner of the tenement and gives access to
the Carnarvon Port. Access to in the tenement area is
limited to the Glenburgh Station tracks.

Buxton Resources Ltd’s Yalbra graphite occurrence
lies 6.3 kilometres to the east of Exploration Licence
E09/2172 and consists of six graphite prospects

over a strike length of 4 kilometres. The graphite is
contained as multiple bands in a schist that strikes
generally east-west and dips steeply to the north

and south. First investigated in the early 1970s by
Carpentaria Exploration Company Pty Ltd, Buxton
Resources Ltd defined an Inferred JORC (2012) Code
Mineral Resource of 4 Mt @ 16.2% TGC over a strike
length of 600 metres. Further exploration (VTEM)

has defined strong graphite conductors with a strike
length of over 6 kilometres. Most of the mineralisation
remains open at depth and along strike and ranges
from amorphous to medium-coarse flakes greater than
1 milimetre in length. Typical coarse-flake graphite is
greater than 150 microns in length.

BlackEarth proposes to undertake exploration work
programmes aimed at discovering an economic
graphite deposit. Historical exploration activity in the
area has targeted predominately base metals, gold,
diamonds and uranium, with less attention paid to coal
and nickel and with no primary targeting of graphite.
Previous exploration to date has not recognised any
graphite horizons.

Given the extent of favourable host lithologies and
known graphite occurrences, a dedicated exploration
programme using appropriately focused techniques
could be expected to discover a graphite deposit on
the BlackEarth tenements.

Maniry, Madagascar

The Maniry Project comprises one Exploitation Permit
(PE/5394) and five Exploration Permits (PR/39750,
PR/39751, PR/3432, PER/5605 and PR/25606)

and covers an area of approximately 143 square
kilometres. The Maniry Project is accessed by
secondary dirt roads for 40 kilometres north of the
large regional southern Madagascan township of
Ampanihy.

Access to Ampanihy from the port city of Toliara is
initially via a 70-kilometre paved road to the village of
Andranovory. From Andranovory, secondary all-season
roads continue south through the major towns of
Betioky and Ejeda for a distance of 200 kilometres to
access Ampanihy. Ampanihy is also supported by a
local airstrip and fuel supply and is a centre for limited
government administration services and supplies.

Through previous programmes of systematic
exploration, the Maniry Project has been shown

to host a large-scale graphite mineralised system.
Preliminary work has been completed on the

majority of the defined targets. The Maniry Project is
considered to be at an advanced stage of exploration.
Recent drilling and trenching have confirmed that the
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mapping and sampling completed to date can be
considered as a very good guide to the extent and
quality of the mineralisation.

In addition to this, Capricorn’s previous exploration has
defined at least 34 large-scale zones of prominently
outcropping graphite mineralisation over an area of
6.5 by 2.5 kilometres. The individual lenses within this
area have strike extensions of up to 1.8 kilometres
and can attain widths of up to 350 metres. Sampling
of the mineralisation indicates consistent grades

with low variability and the potential for areas of very
high-grade mineralisation (peak result 50.78% C),
typically 7-20% C. Field assessment of the graphite
flake demonstrates a consistently coarse flake size.
Previously completed petrological analysis of selected
samples has confirmed the high-quality nature of the
graphite.

The large aerial extent, outcropping nature and in most
cases flat-lying nature of the graphite mineralisation
also provide confidence that the prospects can be
upgraded to JORC compliant resources in a very
efficient manner. This process will be aided by the fact
that the variability of the mineralisation appears to be
highly predictable, based on the data at hand.

lanapera, Madagascar

The lanapera Project comprises five Exploitation
Permits (PE/5391, PE/5392, PE/5393, PE/25093
and PE/25094) and covers an area of approximately
31 square kilometres.

lanapera is located within 5 kilometres of Toronto
Stock Exchange-listed NextSource Material Inc.’s Molo
Graphite Project and some 60 kilometres north of the
Maniry Project. It consists of a series of high-grade
outcrops of graphite mineralisation within a broader
graphite trend. These high-grade, near-surface
exposures of graphite mineralisation have potential

to collectively meet a resource target. Importantly,
these high-grade graphite exposures overlie a large
conductive body, as defined by VTEM surveys.
Graphite is highly conductive and this may indicate the
presence of a large graphitic mineralised system.

Previous exploration consisting of geophysical
interpretation, detailed mapping and outcrop sampling
has identified three target areas that have currently
delineated dimensions of up to 800 metres long by

30 metres wide. Rock-chip results of over 15% C have
been consistently collected across these positions.

The lanapera Project is considered to have the
potential to host a series of large-scale graphite
deposits. Like the Maniry Project, the lanapera Project
has been the focus of quality exploration that will allow
a quick transition to resource evaluation.

The mineralisation in most cases is outcropping, which
will allow relatively shallow drilling and trenching to
quickly delineate resources. Metallurgical testwork

is required to understand the quality of the graphite
mineralisation; however, the preliminary petrographic
work is encouraging.
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7.3

Business Model

The Company is a speculative exploration company.
The Company holds a 100% interest in the following
WA Projects.

(@) Donnelly River
(b) Greenhills

(c) Northern Gully
(d) Yalbra

Under the WA Acquisition Agreement the Subsidiary
acquired an interest in the Donnelly River, Greenhills
and Northern Gully Projects for the issue of 1,000,000
Shares. The Company is the applicant for the one
Exploration Licence solely comprising the Yalbra
Project and is the applicant for one Exploration
Licence application that makes up part of the Donnelly
River Project.

Subject to the satisfaction of a number of conditions
precedent, including the Company being admitted to
the Official List on a conditional basis, the Company
intends to complete the purchase of all the issued
share capital of Madagascar Graphite, a company
registered and domiciled in Mauritius, which holds all
of the issued share capital of Mada-Aust pursuant to
the Madagascan Acquisition Agreement. Mada-Aust
SARL is a Madagascan company that owns 100% of
the following mining projects in south Madagascar:

(@ Maniry, and
(b) lanapera,

together known as the Ampanihy Project.
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After completing the purchase of the Madagascan
Projects, the Company will invest Shareholder funds
in graphite exploration on its Projects, with the aim of
defining resources on the Tenements. The Company’s
business model depends on the success of its
exploration programmes. Favourable results from
exploration will increase the value of the Projects and
should in turn increase the value of the Securities.

Details of the Madagascan Projects and the WA
Projects are set out in this Section 7 and more detailed
information is contained in the Independent Geologist’s
Report — Australia in Section 10 and the Independent
Geologist's Report — Madagascar in Section 11.
Further information about the Tenements is contained
in the Solicitors’ Report on Tenements — Australia in
Section 13 and the Solicitors’ Report on Tenements

— Madagascar in Section 14.

In the short to medium term, the Company intends to
achieve the following objectives:

® review exploration data obtained from previous
holders of the Projects or the area of the
Tenements, and

e implement an active, targeted, cost-effective and
detailed work programme on the Tenements,
incorporating geological mapping, surface sampling
and drill testing of identified targets.
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Western Australian Graphite Projects

The Phase 1 exploration programme on each of the
Tenements comprising the Company’s WA Projects will
likely include:

® previous explorer database compilation;

e acquisition and interpretation of any existing public
domain geophysical data;

e desktop target generation;

® detailed geological mapping and geochemical
sampling, and/or

¢ mineralogical analysis.

Subject to the outcomes of this exploration work, the
WA Projects will be prioritised. On some, further work
may be carried out, including detailed airborne or
ground electromagnetic surveys and drill testing of any
conductive targets generated, as part of the Phase 2
exploration programme.

A detailed technical review of the WA Projects is
included in the Independent Geologist’'s Report —
Australia in Section 10.

Madagascan Graphite Projects

The Maniry and lanapera Projects are both highly
prospective for high-quality graphite deposits and the
Maniry Project specifically is currently at an advanced
evaluation stage, pending additional work to establish
an initial resource base. Furthermore, the lanapera
Project in southern Madagascar is considered as
having the potential to host a series of large-scale
graphite deposits. Both the Maniry and lanapera
Projects, which comprise the overall Ampanihy Project,
have been the focus of quality exploration that will
facilitate a quick transition to resource evaluation.

The mineralisation in most cases is outcropping,
enabling relatively shallow drilling and trenching to
quickly delineate resources. Metallurgical testwork is

BlackEarth Minerals NL Replacement Prospectus

necessary to understand the quality of the graphite
mineralisation; however, the preliminary petrographic
work demonstrates the potential for large-flake product
to be produced.

The Company is focused on defining a maiden
resource and commencing a scoping study on the
Maniry Project within the first 24 months after the
Listing Date.

New Project Evaluation

The Company also intends to continue identifying,
evaluating and, if warranted, acquiring additional
resource projects and assets in Australia and/or
overseas if the Board considers that they have the
potential to add Shareholder value. The Company will
consider acquiring these additional interests by way of
direct project acquisition, farm in, joint venture or direct
equity in the project owners, and may include minerals
or prospectivity for minerals other than graphite.

On completion of the Offer, the Board believes the
Company will have sufficient working capital to achieve
these objectives.

Over the medium to long term the Company’s
objective is to develop mining operations on its
projects. Continuing work programmes and projects
will be subject to initial results and funds may be
diverted to other prospective, existing or additional
projects if the Board considers it to be warranted.
The Company does not currently have a JORC Code
compliant resource on any of its Tenements. The
current WA and Madagascan Projects consist of
tenements of a speculative nature. There has been
some previous exploration on some of the Company’s
projects and consequently exploration targets at this
stage are of a conceptual nature. In the medium to
long term the Company also intends to continue to
identify and evaluate potential additional resource
projects and assets in Australia and/or overseas.
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7.4

Exploration Work Programmes and Budgets

The proposed work programmes and exploration
budgets for each of the projects are set out in

the Independent Geologist’s Report — Australia in
Section 10 and the Independent Geologist’s Report —
Madagascar in Section 11, and reflect the Company's
initial focus upon a successful listing and raising of
capital pursuant to the Offer.

In summary, the first phase of exploration at each of
the WA Projects will include:

e previous explorer database compilation;

® acquisition and interpretation of existing public
domain geophysical data;

e airborne electromagnetic survey and modelling;
¢ desktop target generation;

e detailed geological mapping and geochemical
sampling, and

* mineralogy analysis.

It is anticipated that the second phase of work on the
WA Projects will be undertaken on high-priority targets
only and is likely to include ground electromagnetic
surveys and modelling (if warranted), drill testing of
conductive targets and metallurgical testing of dfrill
samples.

The Directors estimate expenditure for the first
two years of operations for the WA Projects to
complete the proposed preliminary programmes
will be approximately $500,000 to $660,000 (see
table below).

Suggested work to be undertaken on the WA
Projects will occur in multiple phases and will be
subject to review based on results, interpretations,
development of exploration targets and models, and
target prioritisation. This is an iterative process and
will be driven by a number of factors, including the
success of prior stages of exploration. As such, some

flexibility in changes to the programmes and budgetary
requirements will be required as results are received.

The proposed budget for the WA Projects for the

first two years after the Listing Date is considered
reasonable for the first two years after the Listing Date,
consistent with the Company’s stated objectives, and
exploration is warranted and justified on the basis of
the historical exploration activity and demonstrated
potential for discovery of graphite mineralisation.

As detailed in the Independent Geologist’s Report —
Madagascar in Section 11, during the first year it is
proposed that the focus of the Company’s operations
on its Madagascan Projects will be to delineate
graphite resources at the Razafy, Haja, Fitia and

Ivan prospects within the Maniry Project through
programmes of drilling, trenching and subsequent
metallurgical testwork.

The assessment of the advanced Razafy Prospect

will include diamond drilling of approximately 36 holes.
Metallurgical samples can be taken from existing core to
commence this critical component of the assessment.

At the Haja Prospect, the flat-lying nature of the
mineralisation should allow a wider-spaced drilling
pattern as a first-pass resource assessment.

The assessment of both the Fitia and Ivan Prospects
would be completed during the second year, together
with further work at the lanapera Project.

The second year's programme would also involve
additional infill drilling to increase resource classification
levels and a programme of definitive metallurgical
testwork.

The proposed budget for the Madagascan Projects is
considered reasonable for the first two years after the
Listing Date, consistent with the Company’s stated
objectives, and exploration is warranted and justified
on the basis of the historical exploration activity and
demonstrated potential for discovery of graphite
mineralisation.

Year 1 Year 2 Total
Project ) (9) )
Minimum Full Minimum Full Minimum Full

Subscription Subscription | Subscription | Subscription | Subscription Subscription
Donnelly River, WA 70,000 90,000 70,000 90,000 140,000 180,000
Greenhills, WA 70,000 90,000 70,000 80,000 140,000 170,000
Northern Gully, WA 50,000 70,000 50,000 80,000 100,000 150,000
Yalbra, WA 60,000 80,000 60,000 80,000 120,000 160,000
Total WA 250,000 330,000 250,000 330,000 500,000 660,000
Ampanihy, Madagascar 1,075,000 1,975,000 900,000 1,300,000 1,975,000 3,275,000
Total Madagascar 1,075,000 1,975,000 900,000 1,300,000 1,975,000 3,275,000
TOTAL 1,325,000 2,305,000 1,150,000 1,630,000 2,475,000 4,415,000
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7.5

7.6

Financial Information

Having been incorporated on 15 March 2016, the
Company does not have any operating history on
which an evaluation of its prospects can be made

and has limited historical financial performance.

The Company will only commence its own detailed
exploration activities on its Tenements once it has been
admitted to the Official List. Accordingly, the Company
is not able to disclose any key financial ratios.

Historical financial information of the Company is
included in the Investigating Accountant’s Report
contained in Section 12. Potential investors should read
this report in full.

The Company proposes to fund its intended activities
as outlined in the tables above from the proceeds of
the Offer. It should be noted that the budgets will be
subject to modification on an ongoing basis, depending
on the results obtained from exploration undertaken.
This will involve an ongoing assessment of the
Company’s project interests and may lead to increased
or decreased levels of expenditure on certain interests,
reflecting a change in emphasis. Subject to the above,
the expenditure set out above is proposed.

Dividend Policy

The Company has not declared a dividend since its
incorporation and, at the date of this Prospectus, does
not intend to pay any dividends in the two-year period
following the date of this Prospectus. During this period
the Board expects to incur significant expenditure on
the exploration and development of its Projects and

in identifying, evaluating and, if warranted, acquiring
other resource projects or assets in Australia and/or
overseas that have the potential to add Shareholder
value. The extent, timing and payment of dividends by
the Company in the future will be at the discretion of
the Directors and will depend on a number of factors,
including future earnings, the operating results and
financial condition of the Company, future capital
requirements, general business and other factors
considered relevant by the Directors. No assurances
in relation to the payment of dividends, or the franking
credits attached to such dividends, can be given.
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8.1

8.2

RISK FACTORS

Introduction

Subscribing for Securities involves a number of
risks. Prospective investors in the Company should
consider the risk factors described below, together
with information contained elsewhere in this
Prospectus, before deciding whether to apply for
the Securities offered under this Prospectus.

BlackEarth is an exploration company and

you should consider that an investment in the
Company is speculative. You should consult your
professional advisers before deciding whether to
apply for Securities pursuant to this Prospectus.

The risk factors set out below and others not
specifically referred to below must not to be taken
as exhaustive of the risks faced by the Company or
by investors in the Company.

These risk factors may materially affect the financial
performance of the Company and the value of the
Securities offered under this Prospectus. Accordingly
the Securities to be issued pursuant to this Prospectus
carry no guarantee with respect to the payment of
dividends, returns of capital or the market value of
those Securities. Some risks can be mitigated by

the use of appropriate safeguards and appropriate
systems and controls by the Company; however,
some are unpredictable and outside the control of
the Company, and the extent to which they can be
mitigated or managed is very limited or not possible.

Key risks the Directors consider are associated

with an investment in the Company are set out
below. Sections: 8.2 to 8.13 are risks specific to the
Company, 8.14 to 8.19 are industry risks, and 8.20 to
8.24 are general risks.

Contractual Risk

As at the date of this Prospectus, BlackEarth is

not the registered owner of certain tenements
comprising the WA Projects, details of which are set
out in Section 7. As those tenements are exploration
licences within their first year of grant, consent of the
Minister to their transfer is required, pursuant to the
Mining Act. That consent has been applied for and
granted. The agreement under which those tenements
were acquired has been lodged with the Western
Australian Office of State Revenue for the assessment
of duty and stamping. Transfers of those tenements
cannot be registered in the name of the Subsidiary

as their registered owner until such time as the duty

is assessed and paid and the stamped documents
received. Until such time as those tenements are
transferred to BlackEarth, BlackEarth has an exclusive
licence to enter and explore those tenements and to
retain any minerals extracted from them under the
WA Acquisition Agreement. BlackEarth has registered
caveats over each of those tenements to protect the
Company's interests in them until such time as the
tenements are transferred to it.

While BlackEarth has entered into the Madagascar
Acquisition Agreement with Madagascar Graphite,
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the Vendor, and its ultimate holding company
Capricorn, under which BlackEarth has agreed to
acquire 100% of the issued capital of Madagascar
Graphite, which owns 100% of the issued capital

of Mada-Aust, the sole registered owner of the
tenements that comprise the Maniry and lanapera
Projects, there is a risk that the Company or the
Vendor may fail to satisfy the conditions required to
acquire the 100% interest in Madagascar Graphite
and the Company may consequently forfeit its rights
to acquire any interest in the Maniry and lanapera
Projects, or completion of that acquisition may
otherwise not occur. BlackEarth will not acquire

an interest in the Maniry and lanapera Projects

until all of the relevant conditions precedent have
been satisfied, which includes BlackEarth receiving
conditional approval for its admission to the Official
List. One of the conditions precedent to completion
of the acquisition under the Madagascan Agreement
was that certain Madagascan tenements (Relevant
Tenements) were to be transferred to other entities so
that they were no longer held by the entities acquired
by the Company. As at the date of this Prospectus,
the Relevant Tenements are yet to be transferred. The
Company has agreed to waive the condition precedent
requiring the transfer of the Relevant Tenements on
the condition that (among other things) the Vendor will
be responsible for all costs and liabilities in respect

of the Relevant Tenements pursuant to a Deed of
Trust and Acknowledgment, details of which are set
out in Section 15.4. Under the Deed of Trust and
Acknowledgment, the Company has agreed to hold
the Relevant Tenements on trust for the Vendor and
the Vendor has provided warranties, indemnities and
undertakings normally found in an agreement of its
type. Capricorn has guaranteed the obligations of the
Vendor under the Deed of Trust and Acknowledgment.
There is a risk that the Vendor and/or Capricorn may
fail to comply with their obligations in respect of the
Relevant Tenements under the Deed of Trust and
Acknowledgment, in which case the Company may, as
the legal holder of the Relevant Tenements, be liable
for those obligations.

The Company’s ability to achieve its objectives and
maintain its interest in all of its project areas is also
dependent upon it (and, where BlackEarth is not
currently the registered owner of those tenements, the
holder of the relevant tenements) complying with all
the terms and conditions of the Tenements and any
other relevant legislation. Any failure to comply with
these obligations may result in the Company not being
able to maintain an interest in the Tenements, which
may have a material adverse effect on the Company’s
operations and performance and the value of the
Securities.

The Directors are not able to presently assess the
risk of financial failure or default or the insolvency or
other failure by any of the contractors engaged by
the Company for any exploration or other activity. Any
such failure could adversely affect the operations and
performance of the Company.
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8.3

The Company has no current reason to believe that
the registered owners of the Madagascan Projects
or the relevant WA Projects will not meet and satisfy
their respective obligations under the Madagascan
Acquisition Agreement and the WA Acquisition
Agreement.

Sovereign and Political Risk

The Company has entered into the Madagascan
Acquisition Agreement under which its Subsidiary

has agreed to acquire 100% of the issued capital of
Madagascar Graphite, which owns 100% of the issued
capital of Mada-Aust, the sole registered owner of
the tenements that comprise the Maniry and lanapera
Projects located in the Republic of Madagascar (see
Section 15.3 for a summary of the Madagascan
Acquisition Agreement). Mineral exploration tenure

in the Republic of Madagascar is governed by
Madagascan legislation.

If the Company completes the acquisition pursuant
to the Madagascan Acquisition Agreement, its
interests in the Republic of Madagascar will be
subject to the risks associated with operating in a
foreign country. These risks may include economic,
social or political instability or change, hyperinflation,
currency non-convertibility or instability, and changes
of law affecting foreign ownership, exchange control,
exploration licensing, export duties, investment into
a foreign country and repatriation of income or return
of capital, environmental protection, land access and
environmental regulation, mine safety and labour
relations, as well as government control over mineral
properties or government regulations which require the
employment of local staff or contractors or that other
benefits be provided to local residents.

The Company may also be hindered or prevented
from enforcing its rights with respect to government
instrumentalities because of the doctrine of sovereign
immunity.

Any future material adverse changes in government
policies or legislation in the Republic of Madagascar
that affect ownership, mineral exploration,
development or mining activities may affect the viability
and profitability of the Company.

The legal system operating in the Republic of
Madagascar is different to that in Australia and this
may result in risks such as:

e different forms of legal redress in the courts,
whether in respect of a breach of law or regulation,
or an ownership dispute;

¢ a higher degree of discretion on the part of
governmental agencies;

e differences in political and administrative guidance
on implementing applicable rules and regulations,
including, in particular, as regards local taxation and
property rights;

e different attitudes of the judiciary and court, and
o difficulty in enforcing judgments.

The commitment by local business people,
government officials and agencies and the judicial
system to abide by legal requirements and negotiated
agreements may be more uncertain, creating particular
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concerns with respect to licences and agreements

for business. These may be susceptible to revision

or cancellation and legal redress may be uncertain

or delayed. There can be no assurance that joint
ventures, licences, licence approvals, authorisations,
applications or other legal arrangements will not be
adversely affected by the actions of government
authorities or others, and the effectiveness and
enforcement of such arrangements cannot be assured.

The Company cannot guarantee that the tenements

in which it may acquire an interest if it completes the
acquisition pursuant to the Madagascan Acquisition
Agreement, or any other tenements in which it has or
may acquire an interest in the future, will be renewed
beyond their current expiry date and there is a material
risk that, in the event the holder of those tenements

is unable to renew any of them beyond their current
expiry date, all or part of the Company’s interests in
the corresponding projects may be relinquished.

Further, there is no guarantee that any applications for
mining or environmental tenements or other approvals
or authorisations will be granted, or granted on
conditions satisfactory to the Company.

The Company’s future operations in the Republic of
Madagascar may be affected by changing political
conditions and changes to laws and mining policies.
The effects of these factors cannot be accurately
predicted and developments may impede the
operation or development of a project or even render
it uneconomic.

Exploration Risks

None of the Tenements currently contain a JORC
Code compliant resource and there is no guarantee
that a JORC Code compliant resource will be
discovered on any of the Tenements.

You should be aware that mineral exploration and
development are high-risk undertakings, due to the
high level of inherent uncertainty. There can be no
assurance that exploration of the Tenements, or of
any other tenements that may be acquired by the
Company in the future, will result in the discovery
of economic mineralisation. Even if economic
mineralisation is discovered, there is no guarantee
that it can be commercially exploited.

The future exploration activities of the Company may
be affected by a range of factors, including geological
conditions, limitations on activities due to seasonal
weather patterns, unanticipated operational and
technical difficulties, industrial and environmental
accidents, native title process, changing government
regulations and many other factors beyond the control
of the Company.

The success of the Company will also depend on the
Company having access to sufficient development
capital, being able to maintain title to the Projects

and obtaining all required approvals for its activities.

In the event that exploration programmes prove to

be unsuccessful this could lead to a diminution in the
value of the Projects, a reduction in the cash reserves
of the Company and possible relinquishment of part or
all of the Projects.
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8.6

Access Risk - Native Title and
Aboriginal Heritage

In regards to the Company’s Australian assets, the
Tenements, or tenements that the Company currently
has or may in the future acquire, might extend over
areas in which legitimate common law native title
rights of indigenous Australians may exist. The ability
of the Company to gain access to its Tenements and
to conduct exploration, development and mining
operations remains subject to native title rights and the
terms of any registered native title agreements.

Certain of the Australian Tenements in which the
Company has an interest overlap native title claims that
are still in the process of mediation. If native title does
exist in those areas, the ability of the Company to gain
access to the relevant Tenements (through obtaining
the consent of any relevant landowner), or to progress
from the exploration phase to the development and
mining phases of operations, may be adversely
affected. The Directors will closely monitor the potential
effect of native title claims involving tenements in which
the Company has or may have an interest.

There are a number of registered Aboriginal heritage
sites within the area of the Australian Tenements. It is
possible that some areas of the Australian Tenements
may not be available for exploration due to Aboriginal
heritage issues (whether in respect of registered sites
or not).

Details of these Aboriginal heritage sites and the
pending native title claim are set out in the Solicitors’
Report on Tenements — Australia in Section 13.
Heritage agreements have been entered into in respect
of certain tenements held by the Company, while a
number of the tenements acquired by the Company
pursuant to the WA Acquisition Agreement are the
subject of heritage agreements that will need to be
assigned to the Company by Lithium Australia. Under
Western Australian and Commonwealth of Australia
legislation, and under the terms of any applicable
heritage agreements, the Company may need to
obtain the consent of the holders of such interests
before commencing activities on affected areas of the
Tenements. These consents may be delayed or given
on conditions that are not satisfactory to the Company.

Reliance on Key Personnel

The Company’s management and key personnel are
responsible for overseeing the day-to-day operations
of the Company. The Company is aware of the need
for sufficient management to properly supervise
exploration and, if exploration is successful, the
development of the Projects. As the Projects and
the Company’s prospects progress and develop,

the Board will continually monitor the management
requirements in the Company and look to employ

or engage additional personnel when and where
appropriate, to ensure proper management of the
Company projects. However, there is a risk that the
Company may not be able to secure personnel with
the relevant experience at the appropriate time, which
may impact on the Company’s ability to complete

all of its planned exploration programmes within the
expected timetable. Furthermore, you should be aware
that no assurance can be given that there will be no
adverse effect on the Company if one or more of its
existing Directors or management personnel cease
their employment or engagement with the Company.
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8.7

8.8

8.9

Limited Operating History

Having been incorporated on 15 March 2016, the
Company does not have any operating history on
which an evaluation of its prospects can be made
and has limited historical financial performance. The
Madagascan Projects and the WA Projects have
undergone limited previous exploration and exploration
targets are of a conceptual nature. The Company will
only commence its own detailed exploration activities
on its Tenements once it has been admitted to the
Official List and thereby completed the transaction of
the graphite Madagascan Projects from Capricorn.
The Directors are experienced and have broad
expertise with exploration companies; however,

no assurances can be given that the Company will
achieve commercial viability through the successful
exploration and/or mining of the Tenements or any
other tenements acquired by the Company. Until the
Company is able to realise value from its Projects or
any project it may in the future acquire an interest in,
it is likely to incur ongoing operating losses.

Additional Requirements for Capital

The Company’s capital requirements depend on
numerous factors. Subject to the Company’s ability

to generate income from its operations, the Company
may require further financing in addition to amounts
raised under the Offer. Any additional equity financing
will dilute existing shareholdings, and debt financing

(if available) may involve restrictions on future financing
and operating activities. If the Company is unable to
obtain additional financing as needed, or unable to
obtain it on acceptable terms (whether or not due

to the Company’s circumstances or economic and
share market conditions or both), it may be required to
reduce the scope of its operations and scale back its
exploration programmes. This could have a material
adverse effect on the Company’s activities and the
value of the Securities.

Exploration Costs

The exploration costs of the Company (summarised
in Section 7) are based on certain assumptions with
respect to the method and timing of exploration. By
their nature these estimates and assumptions are
subject to significant uncertainties and, accordingly,
the actual costs may differ materially from these
estimates and assumptions. Accordingly, no
assurance can be given that the cost estimates

and the underlying assumptions will be realised in
practice, which may materially and adversely affect the
Company’s operating and financial performance and
the value of the Securities.

Title Risk - Australia and Madagascar

Interests in tenements in both Australia and
Madagascar are governed by government legislation
and are evidenced by the granting of permits, licences
or leases. Each permit, licence or lease is for a specific
term and, apart from mandatory annual fees in the
case of Australia, has annual expenditure and reporting
commitments, together with other conditions requiring
compliance. Consequently, the Company could lose its
title to or its interest in one or more of the Tenements

if licence conditions are not met or if insufficient

funds are available to meet the minimum expenditure
commitments.
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The Tenements, and other tenements in which the
Company may acquire an interest, will be subject
to renewal, which is usually at the discretion of the
relevant authority. If a Tenement is not renewed
the Company may lose the opportunity to discover
mineralisation and develop the Tenement.

Exploitation Permits PE/25605 and PE/25606 expired
on 17 June 2011. Applications for their renewals were
submitted to the BCMM on 23 August 2011. The
BCMM suspended all its activities during the period
that the applications for renewal of those Exploitation
Permits were made. Any renewal applications

filed during this period would be systematically
rejected or not even received by the BCMM. On

the 28 November 2010, the BCMM issued a 'Note'
explaining that the BCMM had suspended the filing

of demands for (i) authorisation for reservation of
mining perimeters for exclusive use, and (i) mining
licences, until further notice. The last paragraph of

the Note states that “when the BCMM will resume
the receipt of applications, an additional delay equal
to the period BCMM'’s activities were suspended will
be granted to any interested party filing an application
pursuant to any provisions of the Mining Code or its
application decree imposing a statutory delay to file the
application.” Accordingly, the Directors understand that
any filing formality that requires a specific timeframe
under the Mining Code or its application decree shall
be extended by the period the BCMM has had its
activities suspended. The Company has received
advice that the BCMM or any other competent
authority is unlikely to dispute the admissibility of the
renewal applications of Exploitation Permits PE/25605
and PE/25606.

A further three tenements that comprise the Maniry
Project Exploration Permits (PR/3432, PR/39750 and
PR/39751) will require renewal by September 2018.

8.11

The Company cannot guarantee that any of those
Tenements, or any of the other Tenements in which
the Company has an interest, will be renewed beyond
their current expiry date and there is a material risk
that, in the event the Company is unable to renew any
of the Tenements beyond their current expiry date, the
Company’s interests in the relevant Tenements may be
relinquished.

Environmental approval for exploration or exploitation
by the grant of an environmental tenement by the
relevant Madagascan government authority is yet to
be acquired in respect of Exploitation Permit
PE/39751. Furthermore, a number of environmental
tenements exist over the Ampanihy Project, details

of which are set out in the Solicitors’ Report on
Tenements — Madagascar in Section 14. Applications
need to be made to the BCMM to include graphite as
an authorised substance to which those environmental
tenements apply. There can be no guarantee that
environmental approval (including adding graphite

as an authorised substance for the environmental
tenements) will be granted in respect of that area,
which may prevent the Company from carrying out
exploration or other activities on it.

Mada-Aust, a company to be acquired by BlackEarth,
has entered into a number of contracts with third
parties affecting certain areas of the tenements
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that comprise the Madagascan Projects, known

as amodiation contracts. Under those amodiation
contracts, the third parties have been granted
exclusive rights to prospect, explore, extract and/
or exploit certain mineral resources. The tenements
affected by amodiation contracts are PE/5394,
PE/25093, PE/25094, PR/25605 and PR/25606.
Mada-Aust does not have the rights to prospect,
explore, extract and exploit certain mineral resources
on those tenements to the extent that exclusive
rights have been granted under an amodiation
contract. Mada-Aust is in the process of negotiating
to discharge certain of the amodiation contracts or
to remove certain tenements from the amodiation
contracts. Please see the Solicitors’ Report on
Tenements — Madagascar in Section 14 for further
information about the amodiation contracts.

Under Madagascan law, the holder of a mining
tenement does not have an automatic right in the land
the subject of that tenement and must therefore enter
into a lease agreement with the owners of the land.

If land is held in the name of the Madagascan state,
there is no objection by the state to entry into a lease
agreement on ordinary terms and conditions.

If, however, the land the subject of any of the
tenements it owns in Madagascar is not held in the
name of the Madagascan state, Mada-Aust will need
to negotiate a lease with the private landholders.

Further information about the WA Projects is contained
in the Solicitors’ Report on Tenements — Australia in
Section 13.

Further information about the Madagascan Projects
is contained in the Solicitors’ Report on Tenements —
Madagascar in Section 14.

New Projects and Acquisitions

The Company will identify and evaluate additional
projects and assets in the resources sector in Australia
and/or overseas. If any are considered by the Board
to have the potential to add Shareholder value, the
Company will seek to acquire them by way of direct
project acquisition, farm in, joint venture or direct
equity in the project owners.

There can be no guarantee that any proposed
acquisition will be secured, completed or successful.
If the proposed acquisition is not completed,

monies advanced or due diligence costs may not be
recoverable, which may have a material adverse effect
on the Company. This could affect the growth of the
Company. If the Company is able to acquire such
projects, there is a risk that if those projects do not
perform to expectations, such adverse performance
will be detrimental to the performance of the Company
and therefore the value of Securities and returns
delivered to Shareholders

If the Company identifies and proceeds with the
acquisition of an additional resource project or asset,
the Company may be required to re-comply with
Chapters 1 and 2 of the Listing Rules. This will cause
the Shares to be suspended from Quotation, in which
event the Shares cannot trade on the ASX during this
period. The length of any suspension will be subject to
the requirements of the ASX and the time needed by
the Company to comply with those requirements.
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8.13

8.14

Liquidity Risk

A significant number of the 31,500,000 Shares on
issue prior to the completion of the Offer (which
constitutes approximately 47% of the total Shares

on issue on completion of the Offer on an undiluted
basis and assuming Full Subscription) are likely to

be classified as restricted securities by the ASX and
therefore be escrowed. This may cause a liquidity

risk for the Shares, given that a large percentage of
the Shares may not be traded for up to 24 months.
Furthermore, there is no guarantee that there will be
an ongoing liquid market for Shares. If illiquidity arises,
there is a real risk that Shareholders will be unable to
realise their investment in the Company. Further details
of the Securities on issue are contained in Section 6.10
Pro Forma Capital Structure.

Risk of Forfeiture of Partly Paid Shares

As the Company is a ‘no liability’ company, a holder

of a Partly Paid Share is not under any contractual
obligation to pay a call in respect of the unpaid amount
of a Partly Paid Share.

However, if a call on a Partly Paid Share is not paid
within the period specified in the call (subject to the
Constitution), the Partly Paid Share will be liable to
forfeiture and may be sold by the Company via public
auction in accordance with the Constitution. As set
out in the Constitution, the proceeds of the sale of
such forfeited Partly Paid Shares will be applied first

to the expenses of the auction, then to any expenses
incurred in respect of the forfeiture and finally to calls
on the Partly Paid Shares that are due and unpaid.
The balance of the proceeds (if any) will be paid to

the registered holder whose Partly Paid Shares were
forfeited and sold. In the event that only a portion of a
call is paid in respect of Partly Paid Shares, the amount
of the call paid will be applied to the Partly Paid Shares
held by that Partly Paid Shareholder sequentially, and
only those Partly Paid Shares in respect of which the
call is not satisfied in full after the amount paid is so
applied will be liable for forfeiture.

Operating Risks

The current and future operations of the Company,
including exploration, project appraisal and possible
production activities, may be affected by various
factors that can limit or prevent such activities.
These factors may include failure to locate or identify
mineral deposits, failure to achieve predicted grades
in exploration and mining, operational and technical
difficulties encountered in surveying, drilling, other
exploration activities and/or production activities,
difficulties in commissioning and operating plant and
equipment, electrical or mechanical failure or plant
breakdown, unanticipated metallurgical problems
that may affect extraction costs, adverse weather
conditions, industrial and environmental accidents,
industrial disputes and unexpected shortages or
increases in the costs of skilled labour, consumables,
spare parts, plant and equipment.

Commercial Risk

The mining industry is competitive and there is no
assurance that, even if commercial quantities of
minerals are discovered by the Company on the
Projects or future projects it may acquire an interest in,
a profitable market will exist for sales of such minerals.
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8.17

8.18

There can be no assurance that the quality of any
such minerals will be such that they can be mined
economically.

Commodity Price Volatility and
Exchange Rate Risks

If the Company achieves success leading to mineral
production, the revenue it will derive through the sale
of graphite or any other minerals it may discover
exposes the potential income of the Company to
commaodity price and exchange rate risks. Commodity
prices fluctuate and are affected by many factors
beyond the control of the Company. Such factors
include supply and demand fluctuations for precious
and base metals, technological advancements,
forward-selling activities and other macro-economic
factors such as inflation expectations, interest rates
and general global economic conditions.

Furthermore, international prices of various
commodities are denominated in United States
dollars, whereas the income and expenditure of

the Company are and will be taken into account in
Australian currency. This exposes the Company to
the fluctuations and volatility of the rate of exchange
between the United States dollar, the Australian
dollar and the Madagascan Ariary, as determined in
international markets.

If the price of commodities declines this could have

an adverse effect on the Company’s exploration,
development and possible production activities, and its
ability to fund these activities, which may no longer be
profitable.

Insurance Risks

Exploration for and development of minerals involves
hazards and risks that could result in the Company
incurring losses or liabilities that could arise from its
operations. If the Company incurs losses or liabilities
that are not covered by its insurance policies, the
funds available for exploration and development will be
reduced and the value and/or title to the Company’s
assets may be at risk.

The Company intends to insure its operations in
accordance with industry practice. However, in certain
circumstances the Company’s insurance may not be of
a nature or level to provide adequate insurance cover.
The occurrence of an event that is not covered or fully
covered by insurance could have a material adverse
effect on the business, financial condition and results
of the Company.

Insurance against all risks associated with mining
exploration and production is not always available
and, where it is, the costs can be prohibitive or not
adequate to cover all claims.

Environmental Risks

The operations and proposed activities of the
Company are currently subject to Madagascan,
Western Australian and Commonwealth of Australia
laws and regulations concerning the environment. As
with most exploration projects and mining operations,
the Company’s activities are expected to have an
impact on the environment, particularly if advanced
exploration or mine development proceeds. Future
legislation and regulations governing exploration,
development and possible production may impose
significant environmental obligations on the Company.
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The cost and complexity of complying with the
applicable environmental laws and regulations may
prevent the Company from being able to develop
potential economically viable mineral deposits. The
Company may require approval from the relevant
authorities before it can undertake activities that are
likely to impact the environment. Failure to obtain such
approvals or to obtain them on terms acceptable to the
Company may prevent the Company from undertaking
its desired activities. The Company is unable to

predict the effect of additional environmental laws and
regulations that may be adopted in the future, including
whether any such laws or regulations would materially
increase the Company’s cost of doing business or affect
its operations in any area.

There can be no assurances that new environmental
laws, regulations or stricter enforcement policies,
once implemented, will not oblige the Company to
incur significant expenses and undertake significant
investments in such respect, which could have a
material adverse effect on the Company’s business,
financial condition and results of operations.

Access to Infrastructure

If the Company progresses to production there is no
guarantee that appropriate and affordable road, rail
and/or port capacity will be available, which could

have an adverse effect on the Company. In the event
of production, the Company will also require the use

of both power and water infrastructure. In the event

of high demand for, and limited access to, power and
water, there is a risk that the Company may not be able
to procure such access, which could have an adverse
effect on the Company.

General Economic Conditions

General economic conditions, the introduction of tax
reform, new legislation, the general level of activity
within the resources industry, movements in interest
and inflation rates and currency exchange rates may
have an adverse effect on the Company’s exploration,
development and possible production activities, as well
as on its ability to fund those activities both in Australia
and overseas.

Share Market Conditions

Share market conditions may affect the value of
the Company’s quoted securities regardless of the
Company’s operating performance. Share market
conditions are affected by many factors, such as:

(@) general economic outlook;
b

N

the introduction of tax reform or other new legislation
(such as royalties);

interest rates and inflation rates;

GG

currency fluctuations;

©

changes in investor sentiment toward particular
market sectors in Australia and/or overseas (such as
the exploration industry or graphite sector within that
industry);

() the demand for, and supply of, capital, and

(9) terrorism or other hostilities.
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The market price of the Securities can fall as well as
rise and may be subject to varied and unpredictable
influences on the market for equities in general and
resource exploration stocks in particular. Such influences
are beyond the Company’s control and unrelated to
the Company’s performance. Neither the Company
nor the Directors warrant the future performance of
the Company or the Securities and subsequently any
return on an investment in the Company. Shareholders
who decide to sell their Securities after the Company is
admitted to the Official List may not receive the entire
amount of their original investment.

Volatility in Global Credit and
Investment Markets

Global credit, commodity and investment markets have
recently experienced a high degree of uncertainty and
volatility. The factors that led to this situation have been
outside the control of the Company and may continue
for some time, resulting in continued volatility and
uncertainty in world stock markets (including the ASX).
This may impact the price at which the Shares trade,
regardless of operating performance, and affect the
Company’s ability to raise additional equity and/or debt
to achieve its objectives, if required.

Government and Legal Risk

The introduction of new legislation or amendments

to existing legislation by governments (including the
introduction of tax reform), developments in existing
common law or the respective interpretation of the legal
requirements in any of the legal jurisdictions that govern
the Company’s operations or contractual obligations
could impact adversely on the assets, operations and
ultimately the financial performance of the Company
and its Securities. The same adverse impact could
result from the introduction of new government policy or
amendments to existing government policy.

Unforeseen Expenditure Risk

Expenditure that has not been considered in this
Prospectus may need to be incurred. Although

the Company is not aware of any such additional
expenditure requirements, if such expenditure is
subsequently incurred this may adversely affect the
expenditure proposals and activities of the Company, as
the Company may be required to reduce the scope of its
operations and scale back its exploration programmes.
This could have a material adverse effect on the
Company’s activities and the value of the Securities.
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9. BOARD, MANAGEMENT AND CORPORATE GOVERNANCE

Directors and Key Personnel

Phillip Hearse
Non-executive Chairman
MBA, BAppSc (Metallurgy) FAusimm

Phil is one of Australia’s most respected mining professionals, with 40 years’
experience in diverse and challenging projects around the world. His extensive
career has taken him from operational and technical support roles at Broken Hill,
Bougainville Copper, Queensland Nickel (QNI) and Gove Alumina to senior executive
and managerial positions. Phil founded Normet Pty Ltd, one of Australia’s major
metallurgical and risk companies, and managed it for 18 years. He also held the key
role of Director Advisory with GRD Minproc Ltd (now Amec Foster Wheeler) from
2001 to 2005. Over the last 10 years, he has been instrumental in the development
of a number of projects globally, including numerous graphite projects in both
Australia and east Africa.

Phil does not expect that his roles with other companies, or other business
activities, will interfere with his ability to act as non-executive Chairman.

Thomas Revy
Managing Director
BAppSc (Metallurgy), GradDipBus, MAusIMM

With more than 30 years’ experience within the resources industry, Tom is
considered a corporate and project development specialist, with an extensive
international network in the mining sector. He has held senior operational and
corporate positions within reputable organisations, including GRD Minproc,
WorleyParsons and Ferrum Crescent. Tom is also the chairman of Empire
Resources Ltd (ASX code ERL) and the rural and remote mentoring charity True
Blue Dreaming.

Tom does not expect that his roles with other companies, or other business
activities, will interfere with his ability to act as Managing Director.

George Bauk
Non-executive Director
MBA, BBus, FCPA, GAICD

George has more than 25 years’ mining industry experience, including particular
expertise in critical metals. Regarded for his strategic management, business
planning, establishment of high-performing teams and capital-raising skills, he has
held senior operational and corporate positions with WMC Resources Limited,
Arafura Resources Ltd and Indago Resources Ltd (formerly Western Metals Ltd).
Since 2010, George has also been the managing director and CEO of Northern
Minerals Limited (ASX code NTU), overseeing that company’s heavy rare earth
project, which is moving to production in northern Australia. George is currently
the chairman of Lithium Australia (ASX code LIT) and also the vice president of the
Chamber of Minerals and Energy — WA.

George does not expect that his directorships with other companies, or other
business activities, will interfere with his ability to act as non-executive Director.

Company Secretary

Barry Woodhouse
BComm, LLB, CPA, FCIS, FGIA

Barry is a CPA and Fellow of the Governance Institute of Australia. He has
approximately 30 years’ experience in the junior mineral exploration, mineral
production, mining services and manufacturing sectors in both private and public
companies in Australian and foreign jurisdictions. Barry has held roles that include
chief financial officer, company secretary, director and chairman. He is also chief
financial officer and company secretary of Lithium Australia (ASX code LIT).
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9.4

Disclosure of Directors’ Interests

Directors are not required under the Constitution to
hold any Securities. As at the date of this Prospectus,
the Directors have relevant interests in Securities, as
follows.

No. of No. of Partly No. of
Director Shares Paid Shares Options
Phillip Hearse' 1,000,000 1,000,000 750,000
Thomas Revy? 2,000,000 2,000,000 1,500,000
George Bauk 500,000 500,000 Nil

" The Options held by Phillip Hearse have a vesting period of one year
from 22 June 2017.

2 Exercise of the Options held by Thomas Revy is conditional upon the
satisfaction of a number of performance hurdles, details of which are
set out in Section 9.4.

Agreements with Directors or Other
Related Parties

Details of agreements between the Company and
related parties of the Company are set out below. The
Board considers that the agreements between the
Company and each Director under which the Directors
receive remuneration for their services to the Company
as an officer or employee did not require Shareholder
approval as such remuneration is reasonable in the
parties’ circumstances in accordance with section 211
of the Corporations Act including the issue of Options
to Messrs Hearse and Revy. Shareholder approval
was not sought prior to entering into the agreements
with the related parties of the Company as the Board
considered that the benefits under the agreements
were reasonable in the circumstances if the parties
were dealing at arms’ length in accordance with
section 210 of the Corporations Act including the issue
of Options to Messrs Hearse and Revy. Each Director
is also entitled to reimbursement for reasonable
expenses properly incurred whilst undertaking their
respective duties. Directors are subject to the
provisions of the Constitution relating to retirement by
rotation and re-election of directors.

The Directors’ holdings of Securities were issued to
them as part of a seed capital raising conducted by
the Company and they were subscribed for and issued
on terms identical to other investors in that capital
raising. Accordingly the Board considered that their
issue would be reasonable in the circumstances if the
parties were dealing at arms’ length in accordance
with section 210 of the Corporations Act.

The Company has entered into an agreement with
Lithium Australia under which Lithium Australia
has agreed to supply administration and technical
services, office space and other incidental support.
Since the incorporation of the Company, Lithium
Australia is entitled to receive approximately $17,000
plus GST for these services. The Board considers
that the agreement with Lithium Australia and the
amounts payable under it would be reasonable in
the circumstances if the parties were dealing at
arms’ length in accordance with section 210 of the
Corporations Act.
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The Board considers there are no additional risks to
the Company as a result of the Director and related
party agreements described in this Section 9.4.

The Company has a Code of Conduct it observes
when entering into related party transactions, a
summary of which is set out in Section 9.5(d).

The Company’s policy in respect of related party
arrangements is:

(@) a Director with a material personal interest in
a matter is required to give notice to the other
Directors before such a matter is considered by the
Board; and

(b) for the Board to consider such a matter, the
Director who has a material personal interest is not
present while the matter is being considered at the
meeting and does not vote on the matter.

Managing Director Executive Service
Agreement

The Company has entered into an employment
agreement with Tom Revy, pursuant to which Mr Revy
was appointed Managing Director (Employment
Agreement). Under the terms of the Employment
Agreement, Mr Revy will be paid an amount of
$250,000 per annum plus statutory superannuation
on and from the Listing Date, to be reviewed annually.
The Company will also pay reasonable travel and other
incidental costs incurred by Mr Revy while performing
his duties under the Employment Agreement. Under
the Employment Agreement the Company also agreed
to grant 1,500,000 Options to Mr Revy as part of his
remuneration. The following performance hurdles must
each be satisfied before the Options granted to Mr
Revy can be exercised.

(@ Mr Revy must have performed at least 12 months’
continuous service to the Company.

(b) The Company must have declared a JORC
compliant resource of at least 8 MT at 8% or
minimum grade at 6%

(640,000 t).

(c) The Company must achieved a market capitalisation
of at least $25,000,000, having regard to the
closing price of the Shares traded on the ASX.

The Options granted to Mr Revy pursuant to the
Employment Agreement will automatically vest upon
a takeover or change in control of the Company. The
Company may terminate the Employment Agreement
at any time by giving not less than six months’ notice
in writing. Mr Revy may terminate the Employment
Agreement at any time by giving not less than three
months’ notice in writing.

The Employment Agreement contains additional
provisions that are considered usual in an agreement
of this type.

Prior to the Listing Date, Mr Revy is entitled to receive
$375 per day for his service to the Company, including
superannuation, and has received $104,000 during
the 24 months preceding the lodgement of this
Prospectus.
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9.4

Agreements with Directors or Other
Related Parties (Cont.)

Non-executive Directors’ Agreements

The Company has entered into an agreement with Phillip
Hearse to provide services to the Company as non-
executive Chairman, under which he will receive fees of
$60,000 per annum, including statutory superannuation,
commencing on the Listing Date. The Company has
also entered into an agreement with George Bauk to
provide services to the Company as a non-executive
Director, under which he will receive $48,000 per annum,
including statutory superannuation, from the Listing Date.
These agreements contain additional provisions that are
considered usual in agreements of this type.

Directors’ and Officers’ Deeds of Indemnity,
Insurance and Access

The Company has entered into a deed of indemnity,
insurance and access (Deed) with each Director and

the Company Secretary under which the Company
indemnifies each Director and the Company Secretary

to the extent permitted by law against any liability

arising as a result of the Director or the Company
Secretary acting in their capacity as an officer of the
Company (Officer). Until the later of seven years after
the date the Officer ceases to be an Officer or the date
all claims commenced before that seven-year period
have been finally resolved and no appeal is possible
(Access Period), the Company must maintain insurance
policies insuring the Directors against liability incurred

in connection with their office to the maximum extent
permitted by law and to the extent it is able to do so on
reasonable commercial terms. During the Access Period
the Company must maintain and provide the Officer with
access to certain documents. The Deed also requires the
Directors to disclose their dealings in Securities.

The Deed provides for advances to Officers for amounts
for which the Officer is, or is entitled to be, indemnified
under the Deed. If the Company advances an amount
to the Officer and it is later established that the Officer is
not entitled to be indemnified for those costs, the Officer
must repay the amount to the Company.

Shareholder approval was not sought prior to entering
into each Deed, as the Board considered that the Deed
confers benefits that are reasonable in the circumstances
of the parties in accordance with section 211 of the
Corporations Act. The Board considers that there are no
additional risks to the Company as a result of each Deed.

The Deed contains additional provisions that are
considered usual in agreements of this type.

Directors’ Deeds of Notifiable Interests

The Company must disclose to the ASX at certain
times details of Directors’ interests in Securities and
in contracts relevant to Securities. The Company is
also obliged to make arrangements with its Directors
to ensure that thr Directors disclose to it all relevant
information in a timely manner. The Company has
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entered into a Deed of Notifiable Interests with each

Director, under which each of the Directors agrees to
provide such information to the Company in a timely
manner.

Agreements with Other Related Parties

The Company has entered into the WA Acquisition
Agreement with Lithium Australia. A summary of the WA
Acquisition Agreement is contained in Section 15.2.

All of the above agreements contain additional provisions
that are considered usual in agreements of this type.

Corporate Governance

The primary responsibility of the Board is to represent
and advance Shareholders’ interests and protect the
interests of stakeholders. To fulfil this role, the Board
is responsible for the overall corporate governance of
the Company. The Board recognises the need for the
Company to operate with the highest standards of
behaviour and accountability.

The Board has adopted the corporate governance
policies summarised below. Copies of the policies are
available in full on the Company’s website at www.
blackearthminerals.com.au. As the Company’s activities
increase in size, scope and/or nature, the Company’s
corporate governance policies will be reviewed by the
Board and amended as appropriate.

(a) Board of Directors

To the extent they are appropriate, having regard

to the Company’s circumstances, the Company
has adopted the Corporate Governance Principles
and Recommendations (Third Edition), as published
by the ASX Corporate Governance Council
(Recommendations).

The responsibilities of the Board include:
e protectioning and enhancing Shareholder value;

¢ formulating, reviewing and approving the
objectives and strategic direction of the Company;

¢ monitoring the financial performance of the
Company by reviewing and approving budgets
and monitoring results;

e approving all significant business transactions,
including acquisitions, divestments and capital
expenditure;

e ensuring that adequate internal control systems
and procedures exist and that compliance with
these systems and procedures is maintained;

e identifying of significant business risks and
ensuring that such risks are adequately managed;

® reviewing the performance and remuneration of
executive Directors and key staff;

e establishing and maintaining appropriate ethical
standards, and
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® evaluating and, where appropriate, adopting
with or without modification the Corporate
Governance Principles and Recommendations.

The Company has considered the Recommend-
ations to determine the system of control and
accountability that, commensurate with those
guidelines, best fits its business and operations.

The Company seeks to follow the Recommend-
ations where this is appropriate for its size

and operations. In cases where the Company
determines it would be inappropriate to follow the
Recommendations due to its circumstances, the
Company will provide reasons for that in its annual
report.

The Board will consider on an ongoing basis

its corporate governance procedures and
whether they are sufficient, given the Company’s
circumstances, the nature of its operations and its
size.

(b) Board Charter

The Board is responsible for guiding and
monitoring the Company’s activities on behalf of
Shareholders to whom they are accountable. The
Board is responsible for the strategic direction,
policies and procedures of the Company, and

for establishing goals for management and the

operation of the Company.

The Board has adopted a Board Charter, which
sets out requirements for the selection and
re-appointment of Directors, composition of
the Board, the role of the Chairman and Board
committees and Board performance review.
Details of the Board composition are set out in
Section 9.1.

(c) Director Selection Procedure

The Board will ensure that it has the appropriate
range and expertise to properly fulfil its
responsibilities having regard to the Board Skills
Matrix.

(d) Code of Conduct

The Code of Conduct sets out the general
principles and standards that the Board, officers
and employees are encouraged to adopt when
dealing with each other, Shareholders, other
stakeholders and the general community. The
Company is to comply with all laws, customs
and business practices where it operates. The
Company will recognise the rights of individuals
and create a culture of treating people fairly and
with respect. In their dealings, the Board, officers
and employees will value integrity and will not
engage in deceptive, coercive or misleading
practices.
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The Code of Conduct sets out directives for
Directors, officers and employees relating to
conflicts of interests, protection and use of the
Company’s assets, and confidentiality. Where the
interests of associates, or the personal interest of
a Director or a Director’s family, conflicts or may
conflict with those of the Company, it requires the
Director to immediately disclose any conflict and
either eliminate the conflict or manage such conflict
in an appropriate and lawful manner.

(e) Security Trading Policy

)

The Company has in place a Security Trading
Policy that imposes trading restrictions on
Securities by Directors, officers and employees
(including associates) and, where considered
appropriate, contractors and consultants of the
Company. In addition to the overriding prohibition
under the Corporations Act against dealing in
Securities when a person is in possession of inside
information, the policy also contains a prohibited
period within which trading is prohibited except in
exceptional circumstances and subject to obtaining
prior written clearance. Those subject to trading
restrictions under the policy are required to obtain
written clearance prior to trading at all times and
must not engage in short-term or speculative
trading of Securities. The Company’s Security
Trading Policy complies with the requirements of
the ASX Listing Rules.

Continuous Disclosure Policy

The Company has adopted a Continuous
Disclosure Policy to ensure that it complies with

its obligations under the Listing Rules and the
Corporations Act. It sets out the requirements for
notification and the procedures for disclosure.

The Board has designated the Company Secretary
as the person responsible for overseeing and
coordinating the disclosure of information to,

and communicating with, the ASX. All relevant
information provided to the ASX will be posted on
the Company’s website once the ASX confirms the
announcement has been made, to ensure that the
information is easily accessible.

(g) Shareholder Communication Policy

The Company has adopted a Shareholder
Communication Policy that outlines the processes
through which the Company will endeavour to
ensure effective communication with Shareholders
and provide timely and accurate information to

all Shareholders about the Company and its
corporate strategies.

The Company supports Shareholder participation
in general meetings. Mechanisms for enabling
Shareholder participation will be reviewed regularly
to encourage the highest level of Shareholder
participation.
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9.5 Corporate Governance (Cont.)

(h) Risk Management Policy

(i)

1)

The Board determines the Company’s risk profile
and is responsible for overseeing and approving
risk management strategy and policies, internal
compliance and internal controls. The Company’s
process of risk management and internal
compliance and control includes continuously
identifying and reacting to risks that might impact
upon the achievement of the Company’s goals,
formulating risk management strategies to manage
identified risks, and monitoring the performance of
risk management systems and internal compliance
and controls. A risk management register has
been developed and provides a framework for
systematically understanding and identifying the
types of business risks threatening the Company
as a whole or specific business activities within the
Company.

Performance Evaluation Practices

The Board has established processes to review
its performance and the performance of individual
Directors and committees of the Board annually.
As part of the annual review of the performance
of the Board, the appropriate size, composition
and terms and conditions of appointment to and
retirement from the Board are considered. The
level of remuneration for non-executive Directors
is considered with regard to the practices of other
public companies and the aggregate amount of
fees approved by Shareholders. The Board also
conducts an annual review of the Board, which
considers such factors as the appropriate criteria
for Board membership collectively, interactions
between the Board and management and
particular goals and objectives of the Board for
the next year.

Diversity Policy

The Board has adopted a Diversity Policy, which
sets out the Company’s commitment to ensuring
that a diverse mix of skills and talent exists among
its Directors, officers and employees, to contribute
to the achievement of its corporate objectives.
The Company considers that diversity includes,
but is not limited to, gender, age, experience,
ethnicity and cultural background. The Company
is committed to setting measurable objectives

for attracting and engaging women at Board

level, in senior management and across the
whole organisation. The Board is responsible for
developing measureable objectives and strategies
to meet its diversity objectives, and the Diversity
Policy sets out the Company’s diversity strategies.
The Board is also responsible for implementing,
monitoring and reporting on the measureable
objectives annually.
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9.6

Corporate Governance - Exceptions to Corporate Governance Principles and Recommendations

The Company sets out below those matters of
corporate governance where the Company’s practice
departs from the Recommendations, as the Board
oresently considers they are not appropriate having
regard to the current size and scope of operations of
the Company.

Principle 2: Structure the Board to Add Value

Recommendation 2.1 — The board should establish a
Nomination Committee

There is no nomination committee separate to the

full Board. The role of the nomination committee is
undertaken by the full Board. The Board considers
that, given the Board is comprised of three Directors,
and given the current size and scope of the
Company’s operations, no efficiencies or other benefits
would be gained by establishing a separate nomination
committee.

As the Company’s operations grow and evolve, the
Board will reconsider the appropriateness of forming a
separate nomination committee.

Recommendation 2.4 — A majority of the board
should be independent directors

The Board does not have a majority of independent
Directors. Only one of the three current Directors is
considered independent, as follows:

Phil Hearse: independent.
George Bauk: not independent.
Tom Revy: not independent.

The Board considers that the composition of the
Board is adequate for the Company’s current size
and scale of operations, and includes an appropriate
mix of skills and expertise relevant to the Company’s
business.

While the Company does not presently comply with
Recommendation 2.1, the Company may consider
appointing further independent Directors in the future.
The Company believes that given the current size
and scope of its operations, non-compliance by the
Company with this Recommendation 2.1 will not be
detrimental to the Company.

Independence is measured having regard to the
relationships listed in Box 2.1 of the Corporate
Governance Principles and Recommendations and the
Company’s materiality thresholds.
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Principle 4: Safeguard Integrity in Financial
Reporting

Recommendation 4.1 — The board should establish
an Audit Committee and structure it in accordance
with Recommendation 4.1

There is no audit committee separate to the full Board.
The role of the audit committee is undertaken by

the full Board. The Board considers that, given the
Board is comprised of three Directors, and given the
current size and scope of the Company’s operations,
no efficiencies or other benefits would be gained by
establishing a separate audit committee.

As the Company’s operations grow and evolve, the
Board will reconsider the appropriateness of forming a
separate audit committee.

Principle 7: Recognise and Manage Risk

Recommendation 7.1 — The board should establish a
Risk Committee and structure it in accordance with
Recommendation 7.1

There is no risk committee. The role of the risk
committee is undertaken by the full Board. The Board
considers that, given the Board is comprised of three
Directors, and given the current size and scope of
the Company’s operations, no efficiencies or other
benefits would be gained by establishing a separate
risk committee.

As the Company’s operations grow and evolve, the
Board will reconsider the appropriateness of forming a
separate risk committee.

Principle 8: Remunerate Fairly and Responsibly

Recommendation 8.1 — The board should establish
a Remuneration Committee and structure it in
accordance with Recommendation 8.1

There is no remuneration committee. The role of the
remuneration committee is undertaken by the full
Board. The Board considers that, given the Board is
comprised of three Directors, and given the current
size and scope of the Company’s operations, no
efficiencies or other benefits would be gained by
establishing a separate remuneration committee.

No Directors participate in any deliberations regarding
their own remuneration or related issues.

As the Company’s operations grow and evolve, the
Board will reconsider the appropriateness of forming a
separate remuneration committee.
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AMA&A Independent Geological Report — BlackEarth Minerals NL

Executive Summary

BlackEarth Minerals NL (ACN 610 168 191) ("BEM" or "the Company") is a public unlisted company that has acquired
interests in nine tenements covering 189 blocks for 561 square kilometres ("km?") within Western Australia. BEM has
requested that Al Maynard and Associates ("AM&A") prepare an independent geological report ("IGR") on these nine
tenements. This IGR has been prepared for inclusion in the Prospectus to be issued by BEM to raise up to $6,000,000
by the issue of 30,000,000 shares at an issue price of $0.20 each, with a minimum subscription of $4,500,000 by the
issue of 22,500,000 shares at an issue price of $0.20 each*. One free partly paid share (paid to $0.0001, unpaid to
$0.2499) will be issued for every two shares subscribed for.

BEM currently holds interests in four project areas (Figure 1); Donnelly River, Greenhills, Northern Gully and Yalbra The
Company intends to conduct exploration mainly for graphite, but will also monitor any other mineralisation on its
tenement package, which includes seven granted Exploration Licences ("ELs") and two applications for ELs with a
current annual combined exploration commitment of $138,000 per annum. These project areas are considered to have
reasonable potential to host economic graphite mineralisation. In addition, some licences have the potential to host
lithium or rare earth element ("REE") mineralisation.

The proposed work programmes, which aim to assist definition of resources capable of sustaining an independent,
viable mining and processing operation for the projects, are summarised as follows.

e Broad-scale new imagery capture and interpretation to define lithology.

e Further geochemical surveys for the broad definition of mineralisation anomalism.

e Geophysical surveys, particularly utilising magnetic methods. This data will then be analysed to develop a
detailed 3D prospectivity model of each project to target mineralisation at depth.

e Exploratory rotary air blast ("RAB"), reverse circulation ("RC") and diamond drill hole ("DDH") drilling at
identified anomalies.

e RCand DDH drilling of any known mineralisation to a density at which resource estimation can be completed
as a precursor to mine optimisation.

The estimated cost to conduct exploration over the BEM project areas in the first two years will be in the vicinity of
$660,000 under full subscription.

* All monetary references are presented in Australian dollar terms.
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WESTERN
LVAUSTRALIA

Figure 1: BEM Western Australian Projects Location Plan.

Competent Person's Statement

The information in this report that relates to Exploration Results, Mineral Resources or Ore Reserves is based on information
compiled by Mr Brian Varndell, who is a Fellow of the Australasian Institute of Mining and Metallurgy. Mr Varndell has over
40 years of exploration and mining experience in a variety of mineral deposit styles, including gold, coal and iron ore
mineralisation. Mr Varndell has sufficient experience that is relevant to the style of mineralisation and type of deposit under
consideration, and to the activity he is undertaking, to qualify as a Competent Person as defined in the 2012 edition of the
Australasian Code for Reporting of Exploration Results, Exploration Targets, Mineral Resources and Ore Reserves. Mr
Varndell consents to the inclusion in the report of the matters based on his information in the form and context in which they
appear.
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The Directors,

BlackEarth Minerals NL 24 November 2017
Level 1, 675 Murray Street

West Perth,

6005 WA

Dear Sirs,

introduction

As previously noted, AM&A was engaged by BEM to prepare an IGR of graphite prospects held within four projects
located in Western Australia (Figure 1). Opinions are presented in accordance with the JORC Code (2012) and other
regulations and guidelines that govern the preparation of such reports.

This IGR is not a valuation report and does not express an opinion as to the value of the mineral assets or tenements
involved, or to the fairness and reasonableness of any transactions between BEM and any other party.

This IGR is to be included in a Prospectus to be lodged in support of a listing on the ASX. The Prospectus will offer 30
million Shares at an issue price of $0.20 per Share to raise a total of up to $6,000,000 before the cost of the issue, with
a Minimum Subscription of $4,500,000 by the issue of 22,500,000 Shares at an issue price of $0.20 each. One free
partly paid share (paid to $0.0001, unpaid to $0.2499) will be issued for every two shares subscribed for. These funds
wiil be used primarily for the exploration, evaluation and development of the Tenements assembled in Western
Australia, as outlined in this IGR, as well as the Company’s Madagascan projects.

The legal status, including native title considerations associated with the tenure of the BEM mineral assets, is
subject to a separate Solicitor’s Report elsewhere in this Prospectus. These matters have not been independently
verified by AM&A. The present status of the tenements listed in this IGR is based on information provided by BEM,
and the IGR has been prepared on the assumption that BEM will have lawful access to the tenements for
evaluation and development.

he BEM mineral assets include nine tenements that comprise seven granted ELs and two EL applications (Table
). All the project areas have been partially explored by a number of companies in the past, with encouraging
results reported from several locations. BEM researched the extensive historical Western Australian Mineral
Exploration (WAMEX) database, which has already led to the identification of targets that warrant exploration.

=
I
1

Tenement Location/ | Registered Date Expiry Bloc | Area | Graphite & Rates Rent Commitment
ID Project Holder Granted Date ks (km?) Minerals %) %) ($)
E70/4824 Donnelly LIT 22/09/2016 | 21/09/2021 18 51.08 All 862.00 2,331.00 20,000
E70/4825 Donnelly LIT 08/11/2016 | 07/11/2021 28 79.19 All 862.00 3,626.00 28,000
E70/4972A Donnelly BEM Pending Pending 15 42.64 All n/a n/a n/a
E70/4903 Greenhills BEM 11/04/2017 | 10/04/2022 4 11.64 All 1,758.00 518.00 15,000
E70/4906 Greenhills BEM 13/09/2016 | 12/09/2021 9 26.19 Al 1,665.00 1165.50 20,000
E70/4811 Greenhills LIT 26/08/2016 | 25/08/2021 4 11.65 All 1,430.00 518.00 15,000
E70/4812 Greenhills LIT 26/08/2016 | 25/08/2021 15 43.67 All 1,430.00 1942.50 20,000
B E66/95 N. Gully LIT 18/11/2016 | 17/11/2021 16 48.18 All 1,460.00 2072.00 20,000
E09/2234A Yalbra BEM Pending Pending 80 247.16 All n/a n/a n/a
Total 189 | 561.40 12,173.00 138,000

Table 1: BEM Projects — Tenement Details.

It is AM&A's opinion that the mineral properties and target commodities described in this IGR warrant the
proposed evaluation exploration and testing programmes as described. It is noted that proposed programmes
may be subject to change according to results yielded as work progresses. AM&A is also of the opinion that BEM
has satisfactorily defined exploration and expenditure programmes that are reasonable, having regard to the
stated objectives of BEM. Furthermore, it is considered that sufficient exploration has taken place within the past
two years to justify the budgeted exploration and expenditure programme.
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In the course of the preparation of this IGR, access has been provided to all relevant data held by BEM and various
other technical reports and information quoted in the 6.0 References (page 22). AM&A has made all reasonable
endeavours to verify the accuracy and relevance of the database. However, where discrepancies arise and no
alternative comments are provided, data and interpretations provided by BEM have been used in this IGR.

The exploration history for the tenements was derived from previous exploration reports, as provided by BEM and
government records of exploration activities within the project areas.

BEM has warranted to AM&A that full disclosure has been made of all material in its possession and that
information provided is, to the best of its knowledge, accurate and true. None of the information provided by BEM
has been specified as being confidential and not to be disclosed in this IGR. No recent site trips were deemed
necessary, as the authors have previous working knowledge, including site trips, to areas near those covered by
the BEM tenements. BEM has indemnified AM&A for any liability that may arise from AM&A's reliance on
information provided or not provided by BEM.

This IGR was prepared by geologist B. J. Varndell BSc (SpecHonsGeol), Fellow of the Australasian Institute of Mining
and Metallurgy and subjected to peer review by A. J. Maynard, MAIG and Corporate Member of the Australasian
Institute of Mining and Metallurgy ("AusIMM"). The writer is qualified to provide such reports for the purpose of
inclusion in public company prospectuses. This IGR has been prepared in accordance with the relevant
requirements of the Listing Rules of the ASX, the Australian Securities and Investment Commission ("ASIC")
Regulatory Guidelines 111 & 112 and the Guidelines for Assessment and Valuation of Mineral Assets and Mineral
Securities for Independent Expert Reports ("VALMIN Code"), which is binding on members of AusIMM and the
Australian Institute of Geoscientists ("AIG").

AMR&A, an independent geological consultancy, was established 35 years ago and has operated continuously since
then. Neither AM&A nor any of its directors, employees or associates has any material interest, either direct,
indirect or contingent, in BEM, in any of the mineral properties included in this IGR or in any other asset of BEM;
nor has such interest existed in the past. This IGR has been prepared by AM&A strictly in the role of an independent
expert. Professional fees payable for the preparation of this IGR constitute AM&A's only commercial interest in
BEM. Payment of fees is in no way contingent upon the conclusions of these documents.

AMZ&A has given, and has not before lodgement of the Prospectus with ASIC, withdrawn its written consent to being
named author of this IGR and to the inclusion of this IGR in the Prospectus.

Yours faithfully,

Allen J. Maynard BAppSc (Geol), MAIG, MAusIMM.

74 & Vs WL( A

Brian J. Varndell BSc (SpecHonsGeol) FAusiIMM

Disclaimer

The opinions expressed in this IGR have been based on the information supplied to AM&A by BEM. The opinions in this IGR are provided in
response to a specific request from BEM. AM&A has exercised all due care in reviewing the supplied information. While AM&A has compared
key data supplied, the accuracy of the results and conclusions from the review are entirely reliant on the accuracy and completeness of the
supplied data. AM&A does not accept responsibility for any errors or omissions in the supplied information and does not accept any consequential
liability arising from commercial decisions and actions resulting from them.
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1.0 DONNELLY RIVER PROJECT

1.1 INTRODUCTION

The Donnelly River Project comprises three exploration licences, E70/4824, 4825 and 4972A in the far southwest of
Western Australia, immediately to the north and northwest of the regional town of Manjimup (Figure 2). The South
West Highway, a major transport corridor, passes through E70/4825 and secondary roads and forestry tracks provide
internal access. Collectively, the three projects attract an estimated annual exploration commitment of $70,000.

The project area lies on the Pemberton (S150-10) 1:250,000 map sheet and the Donnelly (2029) and Manjimup (2129)
1:100,000 map sheets and comprises three non-contiguous ELs having a total area of 172.9 km?. E70/4824 and
E70/4825 were granted for an initial five-year term in 2016, while E70/4972A is pending grant.

The holdings cover large areas of state forest, including dieback-quarantined areas that will restrict some exploration
activities to summertime dry periods.
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Figure 2: BEM Donnelly River Project — Tenement Location Map.

The tenements overlie the Balingup Gneiss Complex, where regional metamorphism of graphitic sediments has
produced several deposits of graphite. The Donnelly River Graphite Mines, 2.4 km west of E70/4824, have a history
of small-scale graphite mining dating back to 1904.

Public domain geophysical surveys clearly show several conductive units within E70/4972A and E70/4824 that may

represent graphitic horizons. These are significant and present immediate zones of interest. Favourable lithologies
underlie the project area and there is potential for the tenements to host graphite deposits of a commercial scale.
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1.2

REGIONAL GEOLOGY

The tenements are located almost entirely within an area of high-grade metamorphic rocks known as the Balingup
Gneiss Complex ("BGC") situated on the southwest margin of the Archean Yilgarn Craton (Figure 3). The Darling Fault
bounds the BGC from the Phanerozoic Perth Basin to the west, while the Manjimup Fault marks the boundary
between the BGC and the mid-Proterozoic Albany Mobile Belt to the south.

The BGC is described by Meyers (1990) as consisting mainly of metasedimentary rocks comprising inter-layered
quartzite, quartz—mica schist, banded quartz-feldspar-biotite-garnet gneiss and banded iron formations ("BIF"),
together with minor quartzo-feldspathic gneiss, amphibolite, calc-silicate gneiss and ultramafic rock. In addition, about
30% of this area is orthogneiss largely derived from deformed porphyritic granite. The metamorphic grade of most
rocks is amphibolite facies.
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Figure 3:

1.3

BEM Donnelly River Regional Geological with Tenement Outline.

LOCAL GEOLOGY

At Donnelly River, graphite occurs in several graphitic horizons up to 11 m wide. At the surface, the graphite is found
within a clayey ferruginous duricrust overlying a clayey, graphitic chlorite schist (Figure 4). The graphite mineralisation
has formed as a result of high-grade regional metamorphic processes. Such deposits are produced by metamorphism
of carbonaceous shale, limestone and sandstone that may contain from 20% to 60% TC (total carbon) and have been
altered by pressure and high temperature to form graphitic phyllites, schists, marbles and quartzites. The process
commonly results in the formation of beds, veins and lenses containing graphite that ranges from low-grade
amorphous material to deposits of high-grade, large-flake graphite. Most of the world's flake graphite production
comes from this style of deposit.
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Figure 4: Graphite in Ferruginised Duricrust at the Donnelly River Graphite Mine.

1.4 HISTORICAL MINING

Graphite was noted at Donnelly River in 1888 (Western Mail, 10 Nov. 1916). In 1902, trial ore parcels were sent to
London but met with limited acceptance. However, efforts continued between 1904 and '16 to develop the deposits
into a commercial enterprise.

At Donnelly River Southeast, a mining operation was established in 1905, with at least four shafts sunk on the leases.
The limited records indicate that 180 bags of graphite were shipped from the leases via Fremantle.

Mining of the Donnelly River deposit started around 1905 and continued until 1916. Production records are poorly
documented but historical newspaper reports for 1910 state that the operator had arranged to ship 20 t of graphite
to England and had on site stockpiles that included 90 t of first-grade and 200 t of second-grade ore. Unfortunately,
at this time suitable applications for the Donnelly River graphite were limited. Operations restarted in 1943, likely due
to wartime demands, and a further 18 t of graphite were produced. Mapping of the area in 1984 identified an adit
and several shafts to 15 m deep, with an associated washing plant.

The Donnelly River material is described as composed mostly of a very finely divided graphite component and only a
small proportion of flake material, from which the best flake component of 5.4% assayed 99.6% (Simpson 1951).
Subsequent testing of material from this deposit showed that it ranges from extremely fine- to medium-grained flake
graphite.

1.5 PREVIOUS EXPLORATION

Parts of E70/4972A and E70/4824 were explored from 1968-71 by Kennecott Explorations (Australia) Pty Ltd, using
mapping, sampling and geophysical surveys to target nickel, cobalt and platinoids based on the occurrence of
favourable host-rock lithology. The group was discouraged by the comparatively low geochemical signature related
to the target elements, as well as the apparently limited dimensions of ultramafic bodies.

The Donnelly River mining area was explored from 1984-86 by O’Brien and Giacci Bros Pty Ltd, which undertook
programmes of costeaning and RC drilling. Five graphite lodes were identified, with the principal body having a strike
length greater than 100 m and a true thickness that varied from 6 m to 11 m. Lode samples yielded a carbon content
ranging from 25% to 30% TGC (total graphitic carbon); however, it was estimated that the overall grade would be
closer to 20% TGC. Based on a minimum depth of 10 m, it was estimated that about 9,000 m? of ore could be extracted
from the Lower Lode orebody, with the potential to yield about 2,000 m? of high-grade, fine-grained (amorphous)
graphite after processing.
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Cable Sands (WA) Pty Ltd ("Cable Sands") explored the area from 1986 to '88, with a ground frequency domain
electromagnetic ("EM") survey identifying additional conductors. In total, three primary and two secondary targets
were identified. These were used to estimate a potential tonnage and grade for the deposit. During 1988, within its
Yanmah gold, base-metal, tin and tantalum project, Cable Sands conducted an aeromagnetic survey at 200 m spacing,
along with laterite sampling and drilling in areas of interest. The low-grade gold and gold-tantalum anomalies failed
to return any significant drill intercepts.

Pancontinental Mining Limited explored the area of the BEM tenements as part of its South West Project between
1990 and '95. Exploration included laterite sampling and aircore and RC drilling of geochemical targets. Surface gold
and arsenic anomalies did not have significant results at depth.

From 2000 to '11, a consortium that included Teck Australia Pty Ltd, BHP Billiton Limited and Hampton Hill Mining NL
explored an area between and partially overlapping E70/4972A and E70/4824, using various airborne, ground and
downhole EM surveys. Drilling in areas of interest intersected significant sulphide bodies containing low levels of zinc,
lead, copper and gold. Later exploration included laterite sampling, which produced anomalism in antimony, arsenic,
chrome and gold, indicating the possible hydrothermal origin of the multi-element anomalism. Drilling again
intersected only low-grade gold values.

1.6 EXPLORATION PROGRAMME AND BUDGET

BEM proposes to undertake work programmes aimed at discovering repetitions of the known graphite occurrences
at Donnelly River. Historical exploration activity in the area has also targeted base metals, gold and tin-tantalum, but
no primary targeting of graphite has occurred. Given the extent of favourable host lithologies, it appears there is
potential to discover new deposits of commercial-grade graphite.

First-pass exploration will assemble a digital dataset of all work conducted in the immediate area of the tenements.
Extensive regolith cover over much of the tenement area, together with seasonal movement restrictions, dictates that
exploration is likely to focus on remote techniques, concentrating on appropriate geophysical methods. EM surveys
have proved particularly effective in the delineation of highly conductive graphitic units.

BEM has commenced interpretation of open-file EM surveys. While overlapping coverage is limited, there is strong
evidence of untested conductors within the project tenure. These anomalies are significant and present forimmediate
investigation. A transient EM ("TEM") image shows an area of public domain surveys in relation to the tenements
(Figure 5). Of significance are several well-defined conductive zones within E70/4972A and E70/4824 that are
significant and comprise immediate areas of interest.
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Figure 5: Donnelly River Project Area — Interpreted Conductors in TEM Image.
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The programme of work will include the following.

Database compilation.

Acquisition and interpretation of existing third-party geophysical data.
EM surveys and data modelling over potential host.

Drill testing of conductive targets.

The proposed budget for this work is $90,000 in year 1 and $90,000 in year 2.

2.0 GREENHILLS PROJECT

2.1 INTRODUCTION

The Greenbhills Project consists of four ELs — E70/4811, 4812, 4903 and 4906 — located 20 km east of the township of
York, Western Australia (Figure 6). Three tenements are contiguous and collectively the project attracts an annual
exploration commitment of $70,000.

The project area lies on the Kellerberrin (SH50-15) and Perth (SH50-14) 1:250,000 and the Cunderdin (2334) and
Northam (2234) 1:100,000 map sheets and covers an area of approximately 92.82 km?. The sealed Quairading-York,
Doodenanning and Cubbine Roads traverse the project area. Since this is principally a wheat-growing region,
numerous gravel roads and tracks cross the tenements.

° Glﬁénhills |

\ de < ...——“ -

Figure 6: BEM Greenhills Project — Tenement Location Map.
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2.2 REGIONAL GEOLOGY

The project area lies in the northwest-southeast trending Archaean Jimperding Metamorphic Belt, which is part of the
South Western Gneiss Terrain. The local geology is dominated by heterogeneous foliated and banded gneiss and an
adamellite-granodioritic and tonalitic gneiss (Figure 7). Subordinate to these two units are foliated porphyritic
adamellite, quartzite and small stocks of seriate adamellite and granite. The heterogenous, foliated and banded gneiss
is thought to be of sedimentary rock origin and small enclaves of accessory graphite have been recorded regionally.
Migmatites composed of varying portions of the dominant and subordinate rock units of the area are also present.

Palaeozoic dolerite dykes of varying orientation but generally northeast-trending are a feature of the area, especially
through the gneissic terrain in the western part of the project. Moderately well-exposed BIF occur between the two
tenement portions of the project and this rock is parallel to a southeast-trending structure.
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Figure 7: BEM Greenhills Project Regional Geological with Tenement Outline.

The tenure lies in the South Western Gneiss Terrain, which is partly composed of several highly deformed, Archaean
gneissic complexes comprising metasedimentary rocks, quartzo-feldspathic gneiss, amphibolite, calc-silicate gneiss
and ultramafic rock. Most have metamorphosed to amphibolite facies with local granulite of orthogneiss and
paragneiss assemblages. The favourable gneissic lithologies and the presence of a known graphite occurrence indicate
the potential of the project area to host graphite mineralisation.

2.3 LOCAL GEOLOGY — MINERALISATION

The graphite, often described as ‘flaky’, has been defined in weakly- to well-foliated, kaolinite rocks interpreted as
originally gneiss, metasedimentary rocks in contact with the gneiss, and intruding leucogranite with adamellite stocks.

There is a structural component to the known graphite mineralisation, being proximal to faults and interpreted shear

zones. A graphite zone has been interpreted as extending from the Greenhills area approximately 20 km in an east-
northeasterly direction towards Doodenanning (Simpson 1951).
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2.4 HISTORICAL MINING

There has been no recorded mining of any minerals within the project area.

Three recorded graphite occurrences, at Balkuling, Doodenanning, and Greenhills, lie within the project area. A single
sample from Balkuling contained 5% graphite flakes of less than 0.2 millimetres ("mm") in diameter with 10% TGC
(Simpson 1951). The host is a completely kaolinised, foliated metasedimentary rock.

Simpson also inspected the Doodenanning occurrence, taking two samples with flake graphite of various sizes that
returned assays of 5.6% and 18.7% TGC.

Simpson defined the Greenhills graphite zone, which is interpreted to be a 20 km east-northeast trending zone from
Greenbhills railway siding towards Doodenanning. The host rock is a completely kaolinised, foliated rock containing
fine- to medium-grained flake graphite with accessory mica and limonite. This graphite returned an 8.7% TGC assay
from 10% flake graphite exceeding 0.6 mm in diameter.

2.5 PREVIOUS EXPLORATION

The project area has been explored for numerous minerals and other commaodities from the mid-1970s. Exploration
has centred predominately on kaolin, gold, base-metal and iron mineralisation. No systematic exploration for graphite
nas been conducted across the project area.

Under MC70/16019-25 and MC70/16699-705, Otter Exploration NL conducted geological mapping, rock-chip
sampling and ground magnetics to explore for base-metal mineralisation following a Prieska-style copper-lead deposit
model. Four base-metal anomalous schistose gneiss gossans and several small magnetic anomalies were identified.
Auger soil, airborne magnetics and both airborne and ground EM surveys were conducted over the mineral claims.
Two RC holes were drilled on coincident geochemical-magnetic-EM anomalies but failed to define any economic base-
metal intervals.

Graphite as small, massive inclusions in the gossanous schistose gneiss rocks was reported, but no context on the
origin, distribution or exact location was provided. It is possible the graphite was defined in Gossans 3 and 4, which
are both contained within the very northern portion of E70/4811, north of Doodenanning Road and approximately
2.5 km northwest of the Doodenanning graphite occurrence.

From 1996 to '99, exploration by CRA Exploration Pty Ltd ("CRAE") and WA Kaolin Holdings Pty Ltd centred around
airphoto interpretation to define areas of ‘white exposures’ that indicated possible areas of kaolin across a large
tenement package where that company's E70/1493 overlies almost the entire Greenhills Project. Aircore drilling was
used to follow up priority target areas, with 13 aircore holes drilled around the E70/4906 area. No kaolin above an
80% 1SO Reflectance ("ISOR"), the minimum brightness for economic cut-off, was intersected within E70/4906;
however, the nearby Mawson Kaolin occurrence was defined by a single aircore hole of 7 m at a brightness of 84.9%

ISOR.

From 2003 to '10, Minerals Corporation Ltd ("MinCorp") held E70/2359 for kaolin exploration, initially following up
kaolin anomalies defined by CRAE. Detailed geological mapping and additional aircore drilling were undertaken to
further test these anomalies. Most of the anomalies were confirmed and expanded but none extended into the
current project tenements. In some of the drill logs there is mention of ‘black flaky specs’ in a kaolinised saprock, but
no identification has been applied to these specks. The saprock was interpreted to be weathered banded gneiss, as
there were remanent quartz bands in the rock. It is possible that the ‘black flaky specs’ may be graphite, since these
aircore holes are only 350-600 m distant from the Balkuling graphite occurrence.

Consolidated Copper Pty Ltd ("ConsCop") used rock-chip sampling to define base-metal anomalism within E70/2359
during 2005-07. A programme of RAB drilling defined supergene copper-gold anomalies between the current project
tenure. The public domain aeromagnetic data were remodelled to define a possible source of this supergene
mineralisation. Although magnetic targets were generated, no further work was undertaken.

From 2007, MinCorp also explored for bauxite by re-assaying some of the RAB intervals from ConsCop. A peak value

of 38.9% aluminium oxide ("ALOs") was returned with several others >30% Al,Os. These results prompted a
comparison to the Darling Range bauxites; however, after a year of inaction the licence was surrendered in 2010.
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From 2004 to '06, Sipa Exploration Ltd ("Sipa") held the very northern sub-block of E70/4811, under E70/2519,
although joint-venture partner Placer Dome Asia Pacific Ltd ("Placer") undertook all exploration. A line of auger holes
was drilled along Doodenanning Road to test for gold anomalism but none was defined. There is, however, mention
of a massive, silvery mineral infilling small fractures and voids in the highly weathered and gossanous schistose gneiss.
This mineral was not identified but could be massive graphite. An aeromagnetic survey on 200 m spaced flight lines
was flown in 2004. The survey covered all but the very southern portions of the current project tenure. Although
images are provided, no interpretation of the aeromagnetic data was completed. When Placer withdrew from the
joint venture in late 2005, Sipa prepared an information memorandum to attract another partner.

In 2007 Mindax Energy Pty Ltd ("Mindax") joint ventured with Sipa and Quasar Resources Pty Ltd ("Quaser") to explore
the former Placer Dome project area. Exploration consisted of rock-chip, stream-sediment, soil and auger sampling,
selective detailed geological mapping, selective heliborne Versatile Time Domain EM ("VTEM") surveys and selective
ground Fixed Loop TEM ("FLTEM") surveys that followed up on the VTEM anomalies. Most the work was concentrated
to the north of the Greenhills Project. Work was planned for E70/2519, which lies in the northern portion of E70/4811,
but it was never completed. The lack of appreciable base-metal or gold anomalies led Mindax to withdraw from the
project and surrender all remaining tenure in 2013.

A small area of E70/3521 lies within the very northern portion of E70/4812. Fleet Street Holdings Pty Ltd undertook
rock-chip and soil sampling over gossanous BIF exposures and ultramafic gneiss, exploring for copper-molybdenum
and nickel-cobalt-palladium-platinum mineralisation. No anomalism was defined within E70/4812.

Mindax held E70/3820 from 2010 to '13, to investigate a reasonably well-defined coincidental gravity and
aeromagnetic anomalies delineated in the Department of Primary Industries Victoria's airborne FALCON gravity and
Geoscience Australia's aeromagnetic surveys in 2012. The anomalies are contained almost completely within
E70/4903, with the very northern parts lying in E70/4812. Anomalous previous explorers' aircore base-metal assays
were coincidental with the position of a gravity/aeromagnetic anomaly. Although soil programmes were designed to
test the geophysical trends, Mindax could not undertake exploration due to cropping activities. The exploration
programme was withdrawn and the tenement surrendered in 2013.

During 2011-12, rock-chip sampling by Timbak Holdings Pty Ltd over E70/3920 defined kaolinised gneissic rock with
black flakes, possibly of carbon. A rock chip targeting copper-molybdenum and nickel-cobalt-palladium-platinum
mineralisation was taken from a dam wall between BEM tenements E70/4811 and E70/4906; however, no anomalism
was defined and the tenement was surrendered in 2013.

In 2011-12, Magnetic Resources NL ("MagRes") undertook roadside sampling of iron-rich stratigraphy across
E70/3922-I. Public-domain aeromagnetics were remodelled and rock-chip samples taken from iron-rich exposures
interpreted to be related to the aeromagnetics. The sampling was along public access roads, so not all of it was optimal
in relation to the aeromagnetic anomalies. Four of the aeromagnetic anomalies were sampled and a peak iron assay
of 19.1% Fe (iron) was returned. Sampling was restricted to iron-rich laterites, weathered BIF and magnetic ‘granite’.
No iron anomalies warranting further exploration were defined and the licence was surrendered.

MagRes was granted E70/4508 in 2013. It is one of a pair of tenements, the other being E70/4528, that were applied
for based on their iron potential. Exploration Licence 70/4508 lies between E70/4811 and 4906. After remodelling the
public-domain aeromagnetic survey data, three magnetic targets were defined. A ground magnetic survey was
undertaken across the 'Central Targets', the largest of the aeromagnetic zones. Five RC drill holes and a single DDH
were drilled to test this target.

2.6 EXPLORATION PROGRAMME AND BUDGET

BEM proposes to undertake exploration work programmes designed to discover an economic graphite deposit.
Historical exploration activity in the area has targeted predominately kaolin, base metals and gold, with lesser
attention paid to iron mineralisation and no primary targeting of graphite. Previous explorers have identified a black,
flaky mineral in both aircore and rock chips in kaolinised, banded gneiss. These samples were taken during kaolin
exploration near the Balkuling graphite occurrence. A massive silvery-grey mineral noted in both rock chips and aircore
chips from gossanous schistose gneissic rocks near the Doodenanning graphite occurrence could be another graphite
occurrence.
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The extent of favourable host lithologies and known graphite occurrences in the area warrants a dedicated exploration
programme, using appropriately focused techniques, that may discover further graphite deposits within the
tenements.

Phase 1 exploration would involve compilation of all previous digital datasets for work completed within the project
area. There is no public-domain EM geophysical data covering the Greenhills Project. Other public-domain geophysical
data will be obtained and remodelled to help understand the structural geological setting of the project area, more
than 95% of which is covered by cultivated fields that obscure much of the geology; consequently, remote-sensing
techniques will be especially important. Airborne EM surveys will be required to complete a desktop target-generation
exercise. Ground-truthing of these targets will follow, using detailed geological mapping and geochemical sampling.

The Phase 1 exploration programme will include the following.

e  Previous exploration database compilation.

e Acquisition and interpretation of existing public-domain geophysical data.
e Airborne EM surveys and modelling.

»  Desktop target generation.

e  Detailed geological mapping and geochemical sampling.

¢ Mineralogy analysis.

Phase 2 exploration will only be undertaken if the results from Phase 1 warrant further work. Phase 2 will include
detailed ground EM surveys and drill-testing of any conductive targets generated. The ground EM survey will only be
undertaken if conductors generated from the airborne EM survey are well-defined enough to allow immediate drill-
testing.

The Phase 2 exploration programme will include the following.

e  Ground EM surveys and modelling (if warranted).
e Drill testing of conductive targets.
e  Metallurgical testing of drill samples.

The proposed budget for this work is $90,000 in year 1 and $80,000 in year 2.

3.0 NORTHERN GULLY PROJECT
3.1 INTRODUCTION

The Northern Gully Project comprises a single Exploration Licence located 26 km west-southwest of Geraldton,
Western Australia (Figure 8). The tenement attracts an annual exploration expenditure commitment of $20,000.

The project area, which lies on the Geraldton (SH50-1) 1:250,000 and Geraldton (1840) 1:100,000 map sheets, covers

an area of approximately 48.18 km?2. The Geraldton-Mt Magnet Road is 5 km south of the tenement area, so the road
distance from site to the Geraldton port is 35 km. Numerous minor gravel roads and tracks traverse the tenement.
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Figure 8: BEM Northern Gully Project Tenement Location Map.

The tenement lies in the southeastern corner of the Northampton Mineral Field and is dominated by the largely
sedimentary-derived, granulite facies paragneisses of the Northampton Inlier, which host lead, copper, silver and
graphite mineralisation. Public-domain airborne geophysics indicate bedrock conductors that are coincidental with
the known graphite and lead mineralisation. The gneissic lithology of the area, with known graphite occurrences,
augurs well for economic graphite mineralisation.

3.2 REGIONAL GEOLOGY

The project lies in the Mesoproterozoic Northampton Inlier, which forms part of the Palaeozoic Pinjarra Orogen, a
migmatite-paragneiss composed of predominantly granulite metasedimentary rocks, with varying amounts of
quartzite and porphyritic granite. In the project area, the gneiss is wholly contained within a porphyritic granite, with
the formation of the gneiss partly controlled by a basement fault and cross-cutting, northeast-trending faults that cut
through the Northampton Inlier (Figure 9). The Northampton Dolerite has intruded along most of these cross-cutting
faults.

A north-south trending fault separates the Pinjarra Orogen from the Phanerozoic Perth Basin Tumblagooda Sandstone

(feldspathic quartz sandstone, conglomerate, and siltstone) and the Holmwood Shale (shale, siltstone, and thin
limestone beds).
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Figure 9: BEM Northern Gully Regional Geological with Tenement Outline.

LOCAL GEOLOGY
xposures of pegmatite, quartz reefs and dolerite dykes are prevalent as topographic highs. All three units have
experienced several shearing and brecciation events, which are well-displayed at the Lady Sampson ("Samson") mine
area.

3.3
F

Ll P

Flake graphite is contained within an iron-rich rock consisting of limonite and mica proximal to shear zones related to
the movements along the fault and numerous tension, cross-cutting faults and drag/dilation zones. The graphite also
occurs in association with tension-related quartz and pegmatite veins at and adjacent to the Samson mine. The
paragneiss has disseminated graphite throughout the unit but it appears to be more an accessory than a primary

mineral.

3.4 HISTORICAL MINING

Two graphitic samples from the Sampson pegmatite returned assay grades of 16.5% and 19.4% TGC (Simpson 1951).
The greatest concentration of graphite is exposed at the Northern Gully mine, within graphite-silica matts infilling
strain zones in pegmatites, gneiss and migmatites (Hourigan 1972).

During the period 1926 to '49, the Sampson lead mine in the southeastern corner of the Northampton Mineral Field
recorded a total of 13.4 t Pb (lead) produced from 53.8 t of ore. Mining predating 1926 did occur; however, no records
of production were kept. Host rocks comprise sheared to brecciated, garnet-rich, hypersthene gneisses and graphitic
schist.
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3.5 PREVIOUS EXPLORATION

The project area has been explored for numerous minerals and other commodities (phosphate, bentonite clay, iron
ore and mineral sands) since the mid-1960s. Predominately, exploration has focused on lead, zinc and copper
mineralisation of the Sampson mine and defining extensions to this lead mineralisation, with secondary considerations
for gold and silver.

In 1972, under MC66/447-51, Tin Creek Mining Corporation Pty Ltd ("Tin Creek") completed a soil-sampling
programme covering an area of approximately 2,400 x 600 m at 60 x 30 m spacing, with some infill at 15 x 15 m. The
programme defined a discontinuous lead soil anomaly with an approximate 2 km strike length and up to 300 m wide.
The soil anomalism is open to the north and south. The main lead anomaly is centred over the Sampson mine. Sixty-
two costeans were dug across this lead soil anomaly, exposing quartz veining containing lead carbonate to pervasive
fresh galena mineralisation within a kaolinitic gneissic granulitic host rock. Fresh disseminated galena also occurs
within the gneiss, away from the quartz veins.

Tin Creek's costeaning programme was based on 3 m samples where bulk wall samples returned several +1% Pb zones,
including 15 m at 3.25% Pb and 9 m at 3.51% Pb north of the Sampson mine, and 4.5% at 2.3% Pb and 3 m at 3.8% Pb
to the south.

During the period 1990 to '92, West Australia Metals NL (“WAM?”), in E70/448, undertook stream-sediment sampling
to define Broken Hill-style mineralisation. Several +70 ppm (parts per million) Pb anomalies peaking at 185 ppm Pb
were identified. Interpretation of the local geological controls indicate that the lead anomalism is derived from narrow
quartz stockwork vein systems that host the Sampson mine. Due to the small size of the Northampton Inlier
stratigraphy within the tenement, no further work was undertaken. The One Bush Hill anomaly with 1.0-1.5 g/t Ag
(silver) and Five Mile Hill anomaly with 12,500 g/t Ag stream-sediment anomalies were also defined, but neither has
ever been followed up.

CRAE held a large landholding in the Geraldton region from 1993-96. The very southeastern portion of its E66/25 and
southern portion of E70/1329 cover most of the current tenement. A regional GEOTEM®/aeromagnetic survey was
undertaken to define areas of possible stratabound base-metal mineralisation. Eleven weak bedrock conductors were
identified within the current tenement, one being coincidental with the Northern Gully Graphite occurrence (Figure
10).
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Figure 10: BEM Northern Gully Project — Airborne GEOTEM® Interpreted Conductors.

During the period 2009 to '11, Eagle Nickel Ltd's contiguous E66/57-58 covered the northern portion of the project
area to the west of the current tenement. The exploration targets were some of the CRAE GEOTEM® conductors;
however, little ground work was completed.

inthe period 2010 to '15, Askins re-examined the Tin Creek soil and costean sampling within E70/4367 and, by plotting
the 3 m bulk samples from the costeans exceeding 0.2% Pb, determined that the lead anomalism splits broadly into
two zones. In addition, a second, possibly parallel lead anomaly was defined in the WAM stream sediment samples to
the west of the Lady Sampson lead mineralisation trend. The indecision regarding the proposed location of the
Oakajee Railway curtailed all exploration.

3.6  Exploration Programme and Budget

BEM will undertake exploration work programmes aimed at discovering an economic graphite deposit. Historical
exploration activity in the area has targeted predominately base metals and gold, with lesser attention paid to iron
mineralisation and kaolin and with no primary targeting of graphite. The extent of favourable host lithologies and
known graphite occurrences in the area warrants a dedicated exploration programme, using appropriately focused
techniques, that may discover further graphite deposits within the tenements.

Phase 1 exploration will involve compilation of all previous exploration digital datasets for work completed within the
project area. Any public-domain electromagnetic data will be obtained and remodelled. Based on this work, desktop
target generation will be completed before ground-truthing of these targets in the field using detailed geological
mapping and geochemical sampling. Cultivated fields cover a large part of the area, obscuring much of the geology in
low-lying parts; accordingly, remote-sensing techniques will be especially important.
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The Phase 1 exploration programme will include the following.

e Previous exploration database compilation.

e Acquisition and interpretation of existing public-domain geophysical data.
e Desktop target generation.

e Detail geological mapping and geochemical sampling.

e Mineralogy analysis.

Phase 2 exploration will only be undertaken if the results from Phase 1 warrant further work. Phase 2 will include
detailed ground EM surveys and drill-testing of any conductive targets generated. The ground EM survey will only be
undertaken if conductors generated from the airborne EM survey are well-defined enough to allow immediate drill-
testing.

The Phase 2 exploration programme will include the following.

e Ground EM surveys and modelling (if warranted).
o Drill testing of conductive targets.
e Metallurgical testing of drill samples.

The proposed budget for this work is $70,000 in year 1 and $80,000 in year 2.

4.0 YALBRA PROIJECT

4.1 INTRODUCTION

The Yalbra Project consists of the single, ungranted, 247.16 km? E09/2234, located some 280 km east of Carnarvon,
Western Australia (Figure 11).

The project area lies on the Glenburgh (SH50-06) 1:250,000 and the Yalbra (2146) 1:100,000 map sheets. The gravel
Carnarvon-Mullewa Road passes through the northwest corner of the tenement and provides access to the Port of
Carnarvon. Access within the tenement area is limited to the Glenburgh Station tracks.

The project area covers a portion of the Errabiddy Shear Zone in the Gascoyne Province and contains mixed lithologies,
including granite, granitic gneiss, ultramafic igneous rocks and metasedimentary rocks, among them paragneiss and
micaceous, graphitic schists.
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Figure 11: BEM Yalbra Project — Tenement Location Map.
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4.2 REGIONAL GEOLOGY

The project area covers part of the Errabiddy Shear Zone in the Gascoyne Province. The shear zone defines the
boundary between the Proterozoic Glenburgh Terrane in the southwestern portion of the Gascoyne Province and the
Archean Narryer Terrane in the northwestern portion of the Yilgarn Craton. This zone of intense shearing and
interleaving of lithologies from the Yilgarn Craton and the Glenburgh Terrane includes granite, granitic gneiss,
ultramafic igneous rocks and metasedimentary rocks, including paragneiss and micaceous, graphitic schists. Thin
ironstones, quartzite lenses and amphibolite also occur.
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Figure 12: BEM Yalbra Regional Geological with Tenement Outline.

4.3 LOCAL GEOLOGY

In the western part of the tenement, the Phanerozoic Lyons Formation unconformably overlies the older gneissic
rocks, usually forming mesas. The Lyons Formation is dominated by an immature sandstone, with secondary siltstone
and shale interbeds (Figure 12).

Numerous Proterozoic dolerite dykes trending east-northeast and south-southeast criss-cross the gneissic sequences.
Large rafts of laterite overlying calcrete are common in the northern part of the area.

There are two graphite occurrences within 10 km of the licence area, at Coordewandy and Yalbra, where amorphous
to coarse-flake graphite occurs in a graphitic gneiss.

4.4 HISTORICAL MINING

There are no records of any mining or instances of graphite within the tenement area.

The Coordewandy graphite occurrence lies 950 m south of E09/2234A and was discovered by Urangesellschaft
Australia Pty Ltd ("Urangesellschaft") in the late 1970s. The graphite is low-grade and mainly amorphous, with a peak
assay of 19.85% TC in drill hole CPDH16 (O’Shea, 1980). This occurrence occurs proximal to the faulted contact
between the partly retrograde quartz-sericite-muscovite-chlorite-(magnetite-tourmaline-biotite) schist of the Camel
Hill Metamorphics (originally termed the Morrissey Metamorphic Suite) and the meta-granites of the Bertibubba
Supersuite.

The Yalbra graphite occurrence is 6.3 km to the east of E09/2234A and consists of six graphite prospects over a strike
length of 4 km. The graphite is contained as multiple bands in schist that strikes generally east-west with sub-vertical
dips. It was first investigated in the early 1970s by Carpentaria Exploration Company Pty Ltd ("Carpentaria"). Since
then, Buxton Resources Ltd (2014b) has defined an Inferred JORC (2012) Code Mineral Resource of 4 Mt at 16.2% TGC
over a strike length of 600 m. A heliborne VTEM survey has defined strong graphite conductors over a strike length
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exceeding 6 km. Most the mineralisation remains open at depth and along strike and ranges from amorphous to
medium-coarse flakes greater than 1 mm in length. Typical coarse-flake graphite is greater than 150 microns in length.

4.5 PREVIOUS EXPLORATION

The project area has been explored for numerous minerals and other commodities since the mid-1970s. Exploration
has centred predominately on base metals, gold, diamonds and uranium. Secondary exploration for coal and nickel
has also been undertaken. No systematic exploration has been conducted for graphite within E09/2234A.

Under MC09/969 and MC09/1038-41, Canadian Superior Mining (Aust) Co Ltd, operator of a six-way joint venture
between Mcintyre Mines (Aust) Pty Ltd, Australian Superior Oil Co Ltd, Ocean Resources NL, Agip Nucleare (Aust) Pty
Ltd and Australian Uranium Resources Exploration Co Ltd, undertook uranium exploration from 1972 to '74 at the
Gum Creek Well prospect. The prospect covers the central north of E09/2234A, where an extensive area of calcrete
is overlain by a lateritic cap. Exploration included geological mapping, rock-chip sampling, ground magnetic and
radiometric surveys and auger drilling. Moderate radiometric anomalies were auger-drilled but failed to define
economic uranium or thorium.

During 1973 to '75, MC09/1560-69 over the Yalbra graphite occurrence were explored by Carpentaria using detailed
geological mapping, stream-sediment sampling, costeaning, air-flush RAB, petrology and simple floatation and
grinding testing. Initially the exploration concentrated on the definition of base-metal and tungsten mineralisation,
but switched to graphite exploration when no base-metal or tungsten anomalies were generated by the stream-
sediment sampling.

The mapping defined a graphitic gneiss with strong east-northeast to west-southwest foliation, axial planar to a series
of folds that plunge shallowly to the west-southwest. The fold limbs are dislocated by axial planar faults. Migmatites
were observed along some of the faults. The graphitic schist weathers to a magnesite-rich unit. The major constitute
minerals of the schist, besides graphite, are quartz, feldspar, mica and tremolite-chlorite. The graphite is resistant to
weathering, with only minor breakdown of flakes to an amorphous mass being recorded.

Metallurgical testing of the drill graphite samples showed that the abundant mica content made beneficiation of the
graphite from the weathered portions of the schist difficult. Partial chemical analysis returned carbon assays ranging
from 3.4% to 12.7% TGC, with float tests returning carbon assays ranging from 37.6% to 47.2% TGC at a 4% TGC lower
cut-off grade (Buxton, 2014a). Sieve analysis showed that, on average, 96.96% of the carbon passed 300 microns. The
intergrowths of mica and clay made processing the graphite difficult and this, coupled with the lack of local
infrastructure, downgraded the project. Carpentaria withdrew from the project in 1975 and the mining claims lapsed
in 1976.

The extreme northwestern corner of E09/2234A was explored for diamonds as the Coordewandy Project by CRAE
from 1979-80, under MC09/2927-34. Aeromagnetic-survey anomalies were interpreted to be the result of shallow
basement and the company failed to identify any kimberlite pipes. Consequently, the mining claims were surrendered
in 1980.

Urangesellschaft undertook uranium exploration under TR70/7410H, which partly covered the central south of
E09/2234A. All samples were also assayed for copper, lead, zinc and gold. Exploration included geological mapping,
costeaning, airborne and ground magnetic and radiometric surveys, a ground EM survey, rock-chip sampling and
percussion and diamond drilling. The retrograde quartz-chlorite schists and gneisses were targeted due to their
similarity to the Key Lake region of Saskatchewan, Canada. Targets generated through the geological mapping and
airborne and ground geophysics were drilled. No uranium, base metal or gold anomalism was returned from this
drilling. However, all drill holes intersected graphitic schist, and closer ground inspection of the EM anomalies shows
that all are related to exposed graphitic schists. Assays for the graphite samples ranged from 0.11% to 19.86% TC, with
an average of 6.66% TC. This work resulted in identification of the Coordewandy graphite occurrences.

Five intervals from CPDH1 and four intervals from CPDH4 were combined into a single composite sample from each
drill hole for mineralogy and metallurgical testing. The calculated head grades for graphite from CPDH1 and CPDH4
were 11.1% TC and 12.4% TC respectively. All slime fractions contained clay, mica and quartz grains with the graphite.
The flakes of graphite were commonly less than 0.2 x 0.05 mm in size. Additional exploration was recommended to
identify fresh flake graphite, but this work was not conducted.
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The northeastern corner and most of E09/2234A were held under E09/743 and E09/697 by Helix Resources NL from
1995 to '96. A BLEG (bulk cyanide leach) stream-sediment programme was completed over the metasedimentary
migmatites, granodiorite gneiss and amphibolite lenses to target gold anomalism. Of the 66 stream-sediment samples,
10 returned gold assays greater than 1 ppb. Due to the broad scatter of the results, no further work was undertaken.

Astro Mining NL held central and eastern portions of E09/2234A under E09/836 from 1997 to '99. Exploration included
remodelling of public-domain aeromagnetic, SPOT (French high-resolution satellite) and LandSat (US satellite) remote
sensing imagery and stream-sediment sampling for diamond and diamond-indictor micro-probing. Of the 27 stream-
sediment samples taken from the current tenement area, 16 were processed and the minerals observed included
garnet, zircon, monazite, ilmenite, rutile, epidote and leucoxene. No diamond-indicator minerals were defined within
E09/836. The tenement was surrendered in late 1999.

During 1998 to 2000, Foster Pty Ltd held E09/900, which covered the central north of E09/2234A. The company
originally explored for gold but, due to a downturn in the gold price, shifted its exploration focus to black dolerite
dimension stone. A field visit and samples were collected from a large dolerite dyke now known as the Gum Creek
Well dimension stone occurrence. No further work was undertaken.

From 2003 to '04, portions of three exploration tenements, 09/1071-73, covered E09/2234A, where Western Mining
Corporation Resources Ltd ("WMC") had their Yalbra Project. Geological mapping, rock-chip, LAG (geochemical
sampling of laterites) and soil-sampling of ultramafic units targeted nickel mineralisation. Sporadic nickel lag and sail
anomalies were restricted to ultramafic rock units and interpreted as only background, with peak nickel and copper
assays of 1570 and 265 ppm respectively. Rock-chip sampling failed to define any nickel or copper anomalism away
from the unit contacts. Consequently, the project was surrendered in late 2004.

During 2006 to '09, the Glenburgh Project of Helix Resources Ltd ("Helix") under E09/1286-88 covered most of
EG9/2234A. The principal target was gold, with a secondary priority of copper-lead-zinc mineralisation. Previous
explorers defined high-grade gold mineralisation around the Victoria Bore area. Helix reapplied for the ground it had
heid in the mid-1990s, to re-evaluate its work and undertake more detailed geochemical sampling. Five gold prospects
were defined but none are contained within E09/2234A.

Aurora Minerals Ltd, with joint venture partner Desert Mines and Metals Ltd, held the current project area within a
large tenement holding of E09/1634-635, E09/1595-96 and E09/1321 from 2009 to '12. The target commodities were
gold and base metals. Much of the ground had been explored previously by Helix, and the remaining gold and base-
metal anomalies that had not been followed up were investigated. The only work reported within E09/2234A was
geological reconnaissance and rock-chip sampling.

4.6 EXPLORATION PROGRAMME AND BUDGET

BEM will undertake exploration work programmes aimed at discovering an economic graphite deposit. Historical
exploration activity in the area has predominately targeted base metals and gold, with less attention paid to iron
mineralisation and kaolin and with no primary targeting of graphite. The extent of favourable host lithologies and
known graphite occurrences in the area warrants a dedicated exploration programme, using appropriately focused
techniques, that may discover further graphite deposits within the tenements.

Phase 1 exploration will involve compilation of all previous exploration digital datasets for work completed within the
project area. Any public-domain electromagnetic data will be obtained and remodelled. Based on this work, desktop
target generation will be completed before ground-truthing of these targets in the field with detailed geological
mapping and geochemical sampling. The majority of the area is covered by cultivated fields that obscure much of the
geology in low-lying parts and, accordingly, remote-sensing techniques will be especially important.

The Phase 1 exploration programme will include the following.

e Previous exploration database compilation.

e Acquisition and interpretation of existing public-domain geophysical data.
e Desktop target generation.

e Detail geological mapping and geochemical sampling.

e Mineralogy analysis.
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Phase 2 exploration will only be undertaken if the results from Phase 1 warrant further work. Phase 2 will include
detailed ground EM surveys and drill-testing of any conductive targets generated. The ground EM survey will only be
undertaken if conductors generated from the airborne EM survey are well-defined enough to allow immediate drill-
testing.

The Phase 2 exploration programme will include the following.

e Ground EM surveys and modelling (if warranted).
e Drill testing of conductive targets.
e Metallurgical testing of drill samples.

The proposed budget for this work is $80,000 in year 1 and $80,000 in year 2.
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5.0 Conclusions

The BEM projects are located in close proximity to some previously operating mines and historic mining centres in the

region.

Many of the tenements in the project areas have not previously undergone systematic, modern-day exploration for
graphite, so their potential has never been fully evaluated.

The tenements cover sections of Archaean greenstone belts or gneissic terranes that are of a favourable age and
lithological type to host graphite mineralisation.

Major lineaments, faults and shear systems dissect the project areas and are the structural controls for the primary
mineralisation on the tenements.

Table 2 below lists the proposed two-year exploration budgets in the event of the minimum subscription of up to
$4,500,000 and in the event of the maximum subscription of up to $6,000,000.

Minimum Maximum Minimum Maximum Minimum Maximum
Subscription | Subscription | Subscription | Subscription | Subscription Subscription
Donnelly River, WA 70,000 90,000 70,000 90,000 140,000 180,000
Greenhills, WA 70,000 90,000 70,000 80,000 140,000 170,000
Northern Gully, WA 50,000 70,000 50,000 80,000 100,000 150,000
Yalbra, WA 60,000 80,000 60,000 80,000 120,000 160,000
TOTAL WA 250,000 330,000 250,000 330,000 500,000 660,000
Table 2: BEM Projects — Proposed Exploration Budgets.
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7.0 Glossary TECHNICAL TERMS and Abbreviations

Aeromagnetic survey

A survey made from the air for the purpose of recording the magnetic
characteristics of rocks.

Al,O; Aluminium oxide

Amphibolite A crystalloblastic rock consisting mainly of amphibole and plagioclase. Quartz is
usually absent. Considered a medium- to high-grade metamorphic rock.

Anomaly A value that is higher or lower than the expected.

Anomalous Outlining a zone of potential exploration interest but not necessarily economic
significance.

Archaean The oldest rocks of the Precambrian Era, prior to 2500 million years ago.

Base metal Generally, a metal inferior in value to the precious metals; e.g. copper, lead, zinc,
nickel.

Bedrock Any solid rock underlying unconsolidated material.

Banded Iron Formation
(BIF)

Iron formation that shows marked banding, generally iron-rich minerals and chert
or fine-grained quartz.

BGC Balingup Gneiss Complex

BLEG Bulk Leach Extractable Gold, a geochemical sampling/analysis tool used during
exploration for gold.

Calcrete A hard pan layer in which surface debris is cemented by calcium carbonate.

Complex An assemblage of rocks or minerals intricately mixed or folded together

Craton A relatively immobile part of the earth, generally of large size. Synonymous with
shield area.

DDH Diamond drill hole.

Dip The angle at which a rock layer, fault or any other planar structure is inclined from
the horizontal.

Dolerite A medium-grained intrusive rock composed mainly of feldspar and pyroxene.

Dyke A tabular intrusive body of igneous rock that cuts across bedding at a high angle.

EM (survey) Electromagnetic (survey).

Fault A fracture in rocks on which there has been movement on one of the sides relative
to the other, parallel to the fracture.

Fold A bend in the rock strata or planar structure.

Foliation Laminated structure resulting from the parallel arrangement of different minerals.

Geochemical Systematic study of the variation of chemical elements in survey rocks and soil.

Geophysical Systematic study of the variation of physical properties in surveying rocks and soils.

Geophysics Study of the earth by quantitative physical methods.
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Grade

Average quality of ore or metal in a specified quantity of rock.

Granite

A coarse-grained igneous rock consisting essentially of quartz, with more alkali
feldspar than plagioclase.

Greenstone belt

Elongate belts in Precambrian terrains characterised by major zones of altered or
metamorphosed basic igneous rocks.

I+
s/t

Grams per tonne; 10 g/t = 1-0 parts per million (ppm).

Hydrothermal/
Hydromorphic

Mineralising process associated with igneous activity that involves heated or
superheated water, usually originating from a vent above or below the earth’s
surface.

Igneous Rock formed by the solidification of magma from a molten state.
Imagery Photographic images in real or false colour combinations.
Intrusive Rock formed from magma that has been injected into the earth's crust and has

solidified before reaching the surface.

Joint Ore Reserves

Australasian Code for Reporting of Identified Resources and Ore Reserves.

Committee (JORC)

Laterite Red, residual soil, cemented in place, containing iron and aluminium oxides but
leached of quartz.

Lineament Naturally occurring major linear feature in the earth’s crust, often associated with
mineral deposits.

iLithological Pertaining to the physical characteristics of a rock.

Lithology Composition and texture of rock.

Mafic A loosely used group name for silicate minerals rich in iron and magnesium, and for

rocks in which these minerals are abundant.

Magnetic survey

Systematic collection of readings of the earth's magnetic field.

Mineral Resource

A tonnage or volume of rock or mineralisation of economic value.

Mineralisation

In economic geology, the presence of valuable elements in a body of rock.

Ore A mixture of minerals, host rock and waste material that is expected to be mineable

at a profit.
—F'egmatite Very coarse grained- igneous rock formed at a late stage of magmatic

differentiation.

Plunge Angle of the axis of folding with a horizontal plane (of fold axis).

ppb Parts per billion (as used in assays = 1000 million).

ppm Parts per million (same as g/t in resource calculations).

Quartz A common rock-forming mineral composed of silicon dioxide (SiO).

RAB Rotary air blast (as related to drilling). A drilling technique in which the sample is

returned to the surface outside the rod string by compressed air.
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RC Reverse circulation (as relating to drilling). A pneumatic drilling technique in which
dry cuttings are recovered through the drill rods, thereby minimising sample losses
and contamination.

REE Rare earth elements, a group of chemically similar metallic elements comprising the
lanthanide series and (usually) scandium and yttrium. They are not especially rare
but tend to occur together in nature and are difficult to separate from one another.

Regolith A mantle of loose, incoherent rock material, regardless of its origin, that usually
forms the land surface and rests on bedrock.

Reserve An in-situ mineral occurrence that has had mining parameters applied to it and from
which valuable or useful minerals may be recovered.

Resource An in-situ mineral occurrence from which valuable or useful minerals may be
recovered but about which there is only a broad knowledge, based on relatively few
samples or measurements, of the geological character of the deposit.

Sediment Rocks formed by the deposition of solids from water.

Schistose Descriptive of foliated rocks.

Shear (zone)

Zone in which shearing has occurred on a large scale so that the rock is crushed and
brecciated upwards or downwards in a vein.

Silica

Silicon dioxide (SiO>) (c.f. Quartz).

Silt

Sediment in which most of the particles are between 0.0625 and 0.0039 millimetres
in diameter.

Soil sampling

Systematic collection of soil samples at a series of different locations, in order to
study the distribution of soil geochemical values and so identify geochemical
anomalies.

Strike The direction or bearing of the outcrop of an inclined bed or structure on a level
surface.
Sulphide A group of minerals in which one or more metals is found in combination with

sulphur.

Supergene enrichment

Descriptive of a mineral deposit or enrichment formed near the earth’s surface,
generally by descending groundwater.

Terrane A fault-bound area or region with a distinctive stratigraphy, structure and geological
history.

Ultramafic Igneous and meta-igneous rocks with a very low silica content (less than 45%),
generally >18% MgO, high FeO, low potassium, and composed of usually greater
than 90% mafic minerals. Synonymous with ultrabasic.

Vein A narrow, intrusive mineral body.

VTEM (survey)
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Versatile time domain electromagnetic (survey).
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Chemical Symbols

Ag
As
Au
Ca
Ce

Cu

Abbreviations

8
kg
km
km
m

m2
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2

Silver
Arsenic
Gold
Calcium
Cerium
Copper

gram
kilogram
kilometre

square kilometre
metre

square metre

Fe
Ni

Pb
Zn

mm

oz
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Iron
Manganese
Nickel

Lead

Zinc

cubic metre
millimetre
million

troy ounce
tonne
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APPENDIX 1: JORC CODE, 2012 EDITION — TABLE 1 REPORT

Section 1: Sampling Techniques and Data
(Criteria in this section apply to all succeeding sections.)

Sampling techniques

Aircore drilling is undertaken to bit refusal; i.e. to bedrock. Samples
are collected at 1 m intervals through a cyclone and quarter splitter.
Generally, 4 m composites are taken from each hole and
dispatched for analysis.

In RC drilling, samples are collected through a cyclone at 1 m
intervals and split into a quarter. Composite 4 m samples are
collected using a spear and dispatched for analysis. Wet samples
are speared for both the 1 m samples and composites.

Diamond holes are drilled to gain metallurgical information from
the mottled clay, saprolitic clay, and transitional zone and bedrock.

Drilling techniques

Standard procedures were followed by previous explorers.

Drill sample recovery

There is no detailed information or data.

Logging

Cuttings have been geologically logged and the information
compiled into a coded system for use in computer-coded analysis.
Lithological logs of the significant mineralisation are available for all
holes.

Sub-sampling techniques and sample
preparation

Where possible, samples were split with a riffle splitter; away from
the mineralised zones the samples were speared. Sub-sample
preparation followed standard practice for this type of sampling.

Quality of assay data and laboratory tests

Standard, duplicate and replicate sampling may have been used but
this is not enumerated.

Verification of sampling and assaying

No data is available, apart from the repeat assays undertaken by
the laboratories.

Location of data points

Drilling on various grid systems has been tied to Australian Map
Grid (AMG) and Australian Height Datum (AHD) and a consistent set
of accurate and reliable drill-hole collar data has been generated.

Data spacing and distribution

Data spacing sufficient to establish mineralisation but not
Resources

Orientation of data in relation to

No bias in reported results

geological structure
Sample security No information is available.
Audits or reviews No audits appear to have been carried out.
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Section 2: Reporting of Exploration Results
(Criteria in this section apply to all succeeding sections.)

Mineral tenement and land tenure status | e Exploration Licence Applications for the Donnelly River
(E70/4972A) and Yalbra (E09/2234A) Projects are wholly
owned by BEM.

e Granted Exploration Licences for the Greenbhills Project
(E70/4903 and E70/4906) are wholly owned by BEM.

e Granted Exploration Licences for the Donnelly River (E70/4824
and E70/4825), Greenhills (E70/4811 and E70/4812), and
Northern Gully (E66/95) are the subject of a Tenement Sale and
Purchase Agreement between the owner and vendor of these
exploration licences Lithium Australia NL and the purchaser,
BEM subsidiary BlackEarth Australia Pty Ltd.

| e All tenements are in good standing.

Exploration done by other parties e Various historical exploration work as described under the

| “Previous Exploration” headings. BEM has not conducted its

| own exploration prior to listing.

' Geology e The Donnelly River Project lies in almost entirely within an area
of high-grade metamorphic rocks known as the Balingup Gneiss
Complex (“BGC”) situated on the southwest margin of the
Archean Yilgarn Craton. The Darling Fault bounds the BGC from
the Phanerozoic Perth Basin to the west while the Manjimup
Fault marks the boundary between the BGC and the mid-
Proterozoic Albany Mobile Belt to the south.

e The Greenhills Project lies in the northwest-southeast trending
Archaean Jimperding Metamorphic Belt which is part of the
South Western Gneiss Terrain. The local geology is dominated
by heterogeneous foliated and banded gneiss and an
adamellite-granodioritic and tonalitic gneiss. Subordinate to
these two units are foliated porphyritic adamellite, quartzite,
and small stocks of seriate adamellite and granite. The
heterogenous, foliated and banded gneiss is thought to be of
sedimentary rock origin and small enclaved of accessory
graphite has been recorded regionally. A migmatite composed
of varying potions of the dominate and subordinate rock units
of the area.

e The Northern Gully Project lies in the Mesoproterozoic
Northampton Inlier which forms part Palaeozoic Pinjarra
Orogen and is a migmatite-paragneiss composed of
predominantly granulite metasedimentary rocks with varying
amounts of quartzite and porphyritic granite. In the project are,
the gneiss is wholly contained within a porphyritic granite and
the formation of the gneiss is partly controlled by a basement
fault and cross-cutting, northeast-trending faults which cut
through the Northampton Inlier. The Northampton Dolerite has
intruded along most of these cross-cutting faults.

e The Yalbra Project lies within the Errabiddy Shear Zone of the
Gascoyne Province. The shear zone defines the boundary
between the Proterozoic Glenburgh Terrane (southwestern
portion of the Gascoyne Province) and the Archean Narryer
Terrane (northwestern portion of the Yilgarn Craton). This zone
of intense shearing and interleaving of lithologies from the
Yilgarn Craton and the Glenburgh Terrane. The lithologies in
this zone includes granite, granitic gneiss, ultramafic igneous
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rocks, and metasedimentary rocks including paragneiss and
micaceous, graphitic schists. Thin ironstones, quartzite lenses,
and amphibolite also occur.

Drill hole information historical drill hole info was gleaned from Open File and Company
reports as described above
Data aggregation methods Individual 1.0 metre assay data provided from samples
Relationship between mineralisation Where possible the historical drilling was aligned to provide true
widths and intercept lengths widths. Where not possible appropriate adjustments were made to
not exaggerate true widths.
Diagrams e Figures 1, 2, 6, 8, and 11 show the location of the various
project tenure.
e Figures 3, 7,9, and 12 show the regional geology of the project
tenure.

e Figure 4 displays an example of the graphite mineralisation
from the Donnelly River Graphite Mine.

e Figure 5 displays the interpreted TEM anomalies within and
around the Donnelly River Project.

e Figure 10 displays GEOTEM magnetic units and bedrock
conductors within the Northern Gully Project.

Balanced reporting The report written to provide an objective, accurate and balanced
viewpoint for the reader.

Other substantive exploration data No other substantive exploration data was encountered or referred
to other than what is in the report

Further work e All projects require reconnaissance and detail geological

mapping and geochemical sampling phase.
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INDEPENDENT GEOLOGISTS REPORT O IVI N I G € QX

Geological Exploration Services

Tel +61 8 6420 0619
Web WWW.omnigeox.com
Address OMNI GeoX Pty Ltd

PO Box 204

Mosman Park WA 6512

ABN 93 157 875 744

Ampanihy Graphite Project — Madagascar ("Project")
24 November 2017

The Directors

BiackEarth Minerals NL
(ACN 610 168 191)

Level 1, 675 Murray Street
WEST PERTH WA 6005

Dear Sirs,
INDEPENDENT GEOLOGISTS REPORT ON MINERAL EXPLORATION PROPERTIES

I, Donald Huntly of Omni GeoX Pty Ltd, have been engaged by BlackEarth Minerals NL ("Black Earth" or
"Company") to prepare an Independent Geologist’s Report (“Report”) for Black Earth’s proposed mineral
exploration properties that are further identified in the Report. The purpose of the Report is for it to be relied
upon in Black Earth’s Prospectus dated 3 November 2017] for the offer of up to 30,000,000 Shares at an issue
price of $0.20 to raise approximately $6,000,000 (before costs) ("Public Offer"). The Public Offer has a
Minimum Subscription of $4,500,000. One free partly paid share (paid to $0.0001, unpaid to $0.2499) will be
issued for every two shares subscribed for.

This Report was prepared by Mr Donald Huntly, BSc MSc and MAIG, ("Author") of OMNI GeoX Pty Ltd. The
Report has been prepared in accordance with the requirements of the Code for the Technical Assessment and
Valuation of Mineral and Petroleum Assets and Securities for the Independent Expert Reports, also known as
the Australasian Code for the Public Reporting of Technical Assessments and Valuations of Mineral Petroleum
Assets, collectively known as the VALMIN Code of 2005 (“VALMIN” or “VALMIN Code"). The Author of this
Report is a Member of the Australasian Institute of Geoscientists ("AlIG") and, as such, is obliged to prepare
mineral asset valuations in accordance with the Australian reporting guidelines as set out in the VALMIN Code.
The Author has more than 5 years’ experience that is relevant to the style of mineralisation or type of deposit
under consideration and to the activity he is undertaking to qualify as a Competent Person, as defined in the
2012 edition of the Australasian Code for Reporting of Exploration.

All monetary references are presented in Australian dollar terms.

All trench and drilling mineralization intercepts quoted are true widths.
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For the purpose of Section 716 of the Corporations Act 2001, the Author was involved in the preparation of the
Report for inclusion in Black Earth's Prospectus and has not been involved in the preparation, authorisation or
issuance of any other part of the Prospectus.

The Author assumes responsibility for the Report, having more than 28 years' relevant experience and being a
member of the AlG.

The Author has no material interest in any of the mineral assets under review. The Author is receiving a fee to
produce this Report; the deemed fee for the production of this Report is $5,000 cash, as set out in the
Prospectus.

The Author has had no input into any of the mineral Tenements under review. The Report has been prepared
strictly as an independent technical report. It has been prepared in return for professional fees, based upon
agreed commercial rates, and the payment of these fees is in no way contingent on the results of this Report,
nor on the outcome of the proposed Prospectus.

The contents of the Report are based on reports and data provided by Black Earth and additional open source
information. Documents and reports reviewed in the preparation of this Report are cited in the Bibliography,
which constitutes part of the Report. Unpublished material, not publicly available, is held at the office of Black
Earth. A specific site visit was not undertaken for the purpose of this Report, as the Author was of the opinion
that such a site visit would not add to the Author’s knowledge of the Project following discussions with
consulting groups involved with the Project for the last 4 years.

The Directors have confirmed the full disclosure of all material information in Black Earth’s possession and
further confirmed that Black Earth has made disclosures, to the best of its Directors' knowledge and
understanding, completely, accurately and truly. The Directors, and advisors, have stated that all the
information provided may be presented in the Report and that none of it is regarded as confidential. Black
Earth has reviewed a draft of the Report for correction and matters of fact and notification of material
omissions.

All material used in the preparation of this Report is judged to be reliable. In instances where work undertaken
is poorly documented and potentially not reliable, such instances will be noted in the body of the Report.

BlackEarth has a clearly defined exploration and expenditure program for the first 2 years that is reasonable
having regards to its stated objectives. The project areas warrant the exploration and expenditure programs
based on historic exploration activities which demonstrate the potential for the discovery of graphite
mineralisation. The exploration budget is set out in this Report.

This Report does not deal with the legal ownership status of the Tenements; Investigations relating to present
or future title claims by traditional owners, and agreements with freehold landowners, have not been
undertaken in this Report. Potential consequences of exploration and mining on areas containing rare and
endangered flora and fauna have not been assessed.

Matters related to the Company’s potential responsibility for environmental rehabilitation arising from
previous mining activity in the Project areas have not been examined.

The Author has given his consent in writing to the inclusion of this Report in the Prospectus, including this

Report in the form and context in which it appears, and has not withdrawn consent prior to the lodgment of
the Prospectus with the ASX or ASIC.

Commissioned as true and accurate, b: E% f
Donald Huntly — Consultant, OMNI GeoX Pty Ltd
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1. OVERVIEW

The broader Ampanihy Project ("Project"), located in southern Madagascar, consists of two primary
exploration areas: the main Maniry project ("Maniry") in the south, and the lanapera project ("lanapera")
in the north. The Project is highly prospective for large-scale, high-quality graphite deposits and is
currently at an advanced evaluation stage pending additional work to establish an initial resource base.

The Republic of Madagascar ("Madagascar") is not a traditional or particularly well-known exploration and
mining destination and is mostly under-explored, with the country subject to only very little modern-era,
systematic exploration.

Madagascar is the largest island in the Indian Ocean and the fourth largest island in the world (after
Greenland, New Guinea and Borneo). It is located to the southeast of the African continent, from which it
is separated by the Mozambique Channel. The country extends over 1,570 kilometres ("km") from north to
south, and is over 575 km wide, with a surface area of 587,040 km? and a 5,000 km long coastline.

The capital of Madagascar is Antananarivo, a city of approximately 1,500,000 people. It is located in the
central eastern area of the island, approximately 150 km inland from the central-east coast, at an
elevation of just over 1,200 metres ("m") above mean sea level. Madagascar is officially bilingual, with
French being the language of government and business. Malagasy (Malgache), a language of Malayo-
Polynesian origin, is the official national language. English is taught in schools but is not widely spoken
outside of business and government circles.
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Figure 1: Project Location
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2. INTRODUCTION

2.1. Location

The Project is located in the southern part of Madagascar, some 180 km southeast of the country’s
administrative capital (and major port) of Toliara and 200 km northwest of Fort Dauphin (a significant
port city on the east coast). Two regional towns/villages support the Project area: Fotadrevo in the
north, and the township of Ampanihy in the south.

The northern Project area is located immediately north of the advanced large-scale Molo Graphite
Project of NextSource Materials Inc. ("NEXT"), which is currently considering the construction of a
demonstration plant in order to mine and treat a large-scale, marketable parcel of graphite flake
concentrate for final product test verification purposes (Figure 1).

2.2. Access and Infrastructure

Southern Madagascar is accessed by daily commercial flights (Air Madagascar, approximately 1 hour
flight) between Antananarivo and the port of Toliara) or the main all-weather sealed southern highway
(a 2-day drive).

Access to Ampanihy from Toliara is initially via a 70-km paved road to the village of Andranovory. From
Andranovory, secondary all-season roads continue south through the major towns of Betioky and
Ejeda for a distance of 200 km to access the large regional town of Ampanihy. This route is used by
heavy transport and general traffic and may, at the height of the rainy season, be largely impassable.

Ampanihy is supported by a local airstrip and fuel supply and is a centre for limited government
administration services and supplies.

lanapera is located 75 km to the north, near the town of Fotadrevo, and can be reached by secondary
dirt roads. The town has an all-weather airstrip.

Maniry is then accessed by secondary dirt roads (average travel speeds of 25 km/hour) for 40 km
north of Ampanihy. The only infrastructure in the region is a labradorite quarrying operation owned by
a private Indian company (SQNY). Basic accommodation is available at the quarry and there is limited
power through an onsite electrical generator.

Cellular mobile coverage is available in most villages and can be accessed at times from high
geographic positions. No potable water has been accessed at this point at time.

2.3. Climate

Page 90

The Project area falls within the arid, semi-desert southern zone of Madagascar. The climate is
considered moderate too hot, with elevated temperatures year-round peaking in the hot season at an
average of over 30°C. The climate is dominated by southeast trade winds originating in the Indian
Ocean anticyclone, a centre of high atmospheric pressure that seasonally changes its position over the
ocean.

The Project area is subject to two distinct seasons: a hot, rainy season from December to March, and a
cooler dry season from April to November. Annual rainfall in the area is typically low, ranging from 30
centimetres ("cm") to 50 cm. The wet season is typified by short-term, large-volume rainfall that
causes short-term flooding of the river and creek systems. This results in difficulty in travelling off the
main highways and for exploration, effectively limiting drilling to the dry season.

Dengue and malaria are endemic to the region; however, the use of physical precautions and
medications can manage this effectively.
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2.4. Geography
The vegetation of Madagascar is highly varied, ranging from dense tropical rainforest in the east of the
country to savannah in the central plateau and western coastal plain and spiny, dry vegetation in the
southern areas, which is where the Project is located.

The Project area is covered by sparse vegetation. Grass cover is widespread and trees widely spaced
overall, with increased populations focused on drainage lines and streambeds. In areas of lower relief,
alluvial cover is generally shallow and bedrock and/or float are readily observable. Elevations range
between 536- 565 m above mean sea level.

Typical of the tropics, the surface is subject to lateritic weathering. Full laterite profiles are, however,
rarely developed within the southern climatic zone. Previous drilling on the Project indicated that the
weathered profile is typically less than 10 m thick in the region, which is roughly one-third of that seen
in other parts of Madagascar and on the adjacent African continent.

2.5. Habitation and Land Use
In 2012, the population of Madagascar was estimated at just over 22 million, 90% of whom live on less
than $2 per day. The majority of the population adheres to traditional beliefs, Christianity or an
amalgamation of both.

The Project area is typical of a large part of southwest Madagascar, with the populace living in small,
isolated villages and family compounds supported by larger, regional towns. Travel is difficult and is
generally limited to communal transport ('Taxi Brus' or 'bush taxi'), zebu (cattle) carts, bicycles and
walking.

Farming practices are largely subsistence-based, with rice and cassava (Manioc) produced as staples.
Most areas are also utilised for zebu grazing, with zebu considered a store of wealth.

Artisanal mining is common, with semi-precious gemstones (garnet, etc.) and gold the main targets.
Operations are typically small-scale and short-lived and do not impact on the integrity of the mining
and exploration titles.

The land is non-titled; however, there is a strong system and protocols in place that require close and
detailed consultation with the local people at all times for any access and programmes of work. So,

negotiations for infrastructure surface rights will be conducted with local communities, as well as
regional and national authorities.

3. TENURE
The three (3) types of mineral permits available to commercial operators in Madagascar are as follows.
A Temporary Exploration Permit ("AERP") is valid for 3 months and is not renewable. Only surface
prospecting and remote sensing are authorised. Drilling and pitting are not allowed on an AERP. Until
granting of a Research (Exploration) Permit, all AERP converted into Research (Exploration) Permits remain
valid.

A Research (Exploration) Permit or Exploration Permit / Tenement ("PR") allows it holder to:

[1 conduct exploration activities for minerals within the perimeters and during the period of validity of
the PR for all substances mentioned in the PR, and
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[1 have a priority right in filing an application for a PR on the perimeters, subject to conducting exclusive
prospecting work on the area covered by the PR.

A PR does not allow its holder to commercialise products extracted from the premises during the

prospecting work. The initial term of a PR is 5 years, renewable for two periods of 3 years each. A PR is a

movable asset, in that it can be transferred, leased or used as security.

An Exploitation Permit or Tenement ("PE") gives a holder an exclusive right to exploit authorised minerals
and to continue exploration and research of such minerals inside the perimeters during the period of
validity of the PE. No other person than the holder can claim any right over any valid PE in respect of
related minerals or substances to which the PE relates.

PE permits are valid for 40 years and renewable an unlimited number of times for a period of 20 years. A
PE allows its holder to commercialise product extracted from the premises. A PE permit is an immovable
asset, which cannot be transferred, leased or mortgaged.

Annual administration fees are payable on all mineral licences in Madagascar, with the proceeds largely
going to fund the operations of the BCMM (Madagascan Mines Department). These fees are charged per
square annually, invoiced at December each year and payable by end of March the following year. There
are currently no statutory annual expenditure requirements on mineral permits in Madagascar.

The mineral permits that make up the Project are listed below.

Table 1: Project Mineral Permit Summary

Sub-project Permit Type Permit Number
lanapera PE 5391
lanapera PE 5392
lanapera PE 5393
lanapera PE 25093
lanapera PE 25094
Maniry PE 5394
Maniry PR 39750
Maniry PR 39751
Maniry PR 3432
Maniry PR 25605
Maniry PR 25606
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Figure 2: Project Mineral Permit Plans — Maniry (left) and lanapera (right)

4. REGIONAL GEOLOGY

Madagascar comprises a fragment of the African Plate, which rifted from Tanzania at the time of the
breakup of Gondwana, ~ 180 million years ago. Initially Madagascar remained joined with India and moved
in an east and south direction until the Late Cretaceous (~70 million years ago), whereupon the land mass
split apart.

On a regional scale, Madagascar can be described as being formed by two geological entities: Precambrian
crystalline basement, and a much younger Phanerozoic sedimentary cover (Figure 3). The central and
eastern two-thirds of the island are mainly composed of Neoproterozoic-aged, crystalline basement rocks,
comprising a complex mélange of metamorphic schist and gneiss intruded by younger granitic and basic
igneous rocks. The Phanerozoic sedimentary cover is largely restricted to the western side of the island
and is dated as Carboniferous to Permo-Triassic in age. These rocks correlate with the Karoo Supergroup
successions of Sub-Saharan Africa, which were widespread in the former supercontinent of Gondwana.
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Figure 3: Geological Map of Madagascar [source: Besarie (1964)]

The geology of the basement of Madagascar is composed of intercontinental tectonic blocks made up of
ancient poly-deformed, high-grade metamorphic rocks and later igneous intrusions. The tectonic and
metallogenic basement framework was originally subdivided into four blocks (Besarie, 1967), these being
the northern Bemarivo Block, the northeastern Antongil Block, the central Antananarivo Block and the
southern Bekily Block. Both the Project and the Molo deposit lie entirely within the bounds of the Bekily
Block (Figure 4).

Later authors (e.g. Pitfield et al, 2006) divided the Precambrian basement of Madagascar in a somewhat
different manner, with nine tectono-metamorphic units (Figure 5). In the case of the Ampanihy region, the
tectonic blocks and the tectono-metamorphic units cover a nearly identical area, and as such these
divisions can be used interchangeably.
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[Source: AGP Mining Consultants (2011)] [Source: AGP Mining Consultants (2011)]
4.1. Southern Madagascar
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Southern Madagascar forms part of the Mozambique Mobile Belt and is made up of a section of
Lower Proterozoic crust that underwent granulite-facies metamorphism during the Pan-African
Orogeny (Paquette et al, 1994). Three crustal units, separated by north-south trending vertical shear
zones, make up this area (Figure 6). Each of these units experienced granulite facies metamorphism
with temperatures between 750°C and 800°C. The associated pressures during the Pan-African
Orogeny in this area range from 3 to 11 kilobars, with a decreasing trend from west to east (Pili et al,
1997). The Bekily block (also referred to as the Androyen region, or the Tolagnaro-Ampanihy tectono-
metamorphic unit) forms a vast, high-grade meta-sedimentary (paragneiss) terrane that has been
metamorphosed to granulite facies conditions. This region comprises a complex Neoproterozoic
terrain of high-grade metamorphic rocks with a history of polyphase deformation. Two prominent
north-south trending late Neoproterozoic ductile shear zones, the Ampanihy and Vorokafotra Shear
zones, cross-cut the region. A third set of en-echelon shears forms part of the early Palaeozoic
Ranotsara Shear Zone that cuts the basement in a northwest-southeast direction over a strike length
of over 400 km. De Wit et al (2001) recognise four episodes of deformation and metamorphism. The
two early episodes of simple shear deformation (D1 and D1), during which northeast verging,
recumbent sheath folds and ductile thrusts were formed, are dated between 647 to 627 Ma. Early
prolate mineral fabrics (L1/L2) are preserved in massif-type anorthosite bodies and their marginal
country rocks. D1 and D2 deformation was followed by a 10 to 15 Ma period of static, annealing
metamorphism when bulk shortening (D3) took place. D2 and D3 deformations are coaxial, but are
separated in time by leucocratic dykes that intruded between 620-610 Ma. Between 609 and 607 Ma,
D3 deformation was focused zonally, forming the prominent north-south shear zones. Oblate strain
resulted in a strong composite D2/D3 fabric defined by sub-vertical S-tectonites and sub-horizontal
intersection lineations. A variety of post-D3 pegmatites accompanied the following 85 million years of
relatively static annealing and metasomatic/metamorphic mineral growth. Numerous occurrences of
phlogopite, uranium and rare earth elements are associated with these pegmatitic bodies. A
continuum of concordant monazite dates of between 605 and 520 Ma suggests that this thermal
event is part of an extended period of low pressure (3 to 5 K bar) charnockite-producing event. The
D4 deformational event recorded within the Ranotsara Shear zone overlaps with the youngest parts



of the regional metamorphic conditions. Between 530 and 490 Ma, prevailing low-pressure, high-
temperature amphibolite-granulite facies rapidly gave way to greenschist facies conditions.
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Figure 6: Litho-structural Map of Southern Madagascar
[From Rakotondrazafy et al (2008)]

The presence of extensive, large-scale zones of graphite has been well-documented throughout the
Bekily tectonic block over a long time. It is likely the graphite was formed during peak metamorphic
conditions and, where it has been remobilised into low-strain zones, it has accumulated into
potentially economic concentrations.

4.2. The Project

The Project is located within the regional Ampanihy Shear Zone. The most conspicuous feature of
rocks found within this shear zone is the pervasive north-south foliation and vertical to sub-vertical
nature. Martelat et al (2000) state that this observed bulk strain pattern is clearly related to a
transpressional regime during bulk horizontal shortening of heated crust, which resulted in the
exhumation of lower crustal material. The Project area is underlain by supracrustal and plutonic rocks
of late Neoproterozoic age. The rocks were metamorphosed under upper amphibolite facies and
deformed into a dominant, upright, north-northeast-trending fold belt.

The supracrustal rock succession includes migmatitic quartzo-feldspathic gneiss, marble, chert,
quartzite, and amphibolite gneiss. The metaplutonic rocks include migmatitic (+ hornblende/diopside,
biotite, garnet) feldspathic gneiss of monzodioritic to syenitic composition, biotite granodiorite and
leucogranite.
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The large-scale anorthosite intrusions adjacent to both the Maniry and lanapera areas have had a
profound effect on the structural framework; they have acted as 'pressure shadow' positions that

became preferred structural sites for the concentration of graphite mineralisation.

5. PREVIOUS EXPLORATION

Previous exploration across the Project has been very limited and should in no way be considered effective
or systematic. Historically, the French Geological Survey (Bureau de Recherches Géologiques et Miniéeres or
“BRGM") undertook excellent programmes of regional geological mapping, producing high-quality maps.

The original project area covered an approximate 100 km strike length and extended from lanapera in the
north to Maniry in the south (Figure 7). That project was subsequently reduced in area and the Project is

now focused over the lanapera and Maniry areas.
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