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Quarterly Report to 30 September 2009
HIGHLIGHTS FOR THE QUARTER:
Uley - first JORC compliant resource
Graphite exploration targets defined at Uley
Engineering study at Uley
Farmin deal announced on Falcon Bridge nickel project
Administration costs reduced further

Strategic Energy Resources Limited (ASX Code: SER) holds a number of interests in
oil and mineral exploration assets and the Uley graphite mine at Port Lincoln, South
Australia (presently under care and maintenance). These include significant interests
in four offshore petroleum exploration permits in the Gippsland Basin, Victoria, and
an interest in one onshore petroleum exploration block in the Cooper Basin, South
Australia. It holds mineral exploration licences in South Australia, Western Australia
and Victoria.

1.

MINERAL EXPLORATION

1.1 ULEY GRAPHITE MINE (SER 100%)
PORT LINCOLN, SA
During the quarter the Company achieved a significant milestone by gaining our first
JORC compliant resource statement for the Uley Main Road graphite deposit.
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SER engaged Coffey Mining Pty Ltd (“Coffey”) to review the historic drilling, grade
tonnage estimates and production data in order to ascertain the exploration potential
at Uley as a whole, and the potential for a JORC compliant resource for the Main
Road deposit in particular.
As part of the assignment Coffey ranked the other known occurrences and
commented on their potential and suggested future exploration programs for some of
the occurrences in order to have them upgraded.

Uley Main Road Resource Statement
Previous exploration of the lease areas by CRA and reports from other companies
had identified an anomaly of interest, known as Uley Main Road. In order to upgrade
to JORC compliant, Coffey conducted a site visit and reviewed the historic drilling,
grade tonnage estimates and other relevant data for the Main Road deposit. This
review culminated in Coffey defining an Inferred Resource of 3.2 million tonnes at 9%
fixed carbon as shown in Table 1.
Uley Main Road Mineral Resources Statement – August 2009
(At cut-off grade of 3.8% Total carbon)

Classification

Tonnage (Mt)

Grade
(% Total carbon)

Notes

Modelled in Maptek/Vulcan
using Ordinary Kriging.
Resource underlies RL66 and
9.0
Inferred
3.2
is surrounded by land held by
Strategic as freehold title
Consent: Albert George Thamm, who is a Fellow of the Australian Institute of Mining and
Metallurgy has provided written consent for the inclusion of this report in the form and
context presented, in terms of the ASX listing rules and JORC 2004.
Table 1: Uley Main Road Mineral Resources Statement – August 2009

Coffey was also asked to run a pit optimization on the resource in line with current
graphite pricing. The optimization based on historic costs that were escalated to
today‟s dollars and current prices indicated an economic resource.
The pit optimisation results are presented below:
Cutoff Grade
(% Total Carbon)

Total Material

Waste

Mill Feed Grade
Coarse Graphite
(Total Carbon %) Produced

3.8%

6.9

3.7

3.2

9.0%

130

Table 2: Uley Main Road – Recoverable Resource August, 2009

SER believes it is likely that the Main Road deposit has the potential of containing
higher grade pods, however further investigation into grade control, drilling and
chemical sampling will need to be undertaken to confirm this premise. See Figure 1
below of Main Road deposit.
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Figure 1: Uley anomalies and Inferred Resource

Note: Sirotem is a time domain based electro-magnetic technique used to locate
geophysical conductors. The 10, 20 and 30 channels are essentially used to
survey the position of secondary electromagnetic fields due to ground
conductors. The approximate orientation and depth of conductors can be
approximated from the response from shallow conductors (channel 10) to
deeper ones (channel 30).

Exploration Potential
In addition to the review of the Main Road deposit, Coffey was engaged to review the
exploration potential of the other known graphite occurrences in SER‟s project areas
and to rank their potential. Figure 2 shows the key leases and areas of the deposit.
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Figure 2: Illustrates the key leases and areas of the deposit.

In undertaking the review Coffey visited the site as well as appraising the existing
exploration data which was compiled by Solo Geophysics. The primary exploration
targeting tool used was a Sirotem geophysical survey using a 50 metre by 50 metre
loop size MK11 instrument. Figure 3 displays a geophysical view of the key lease
areas.
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Figure 3: Geophysical view of leases

The EM anomalies shown in Figure 3 were followed up with diamond drilling and
significant intersections are shown in Table 3.
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Prospect
Name

Surface
Area km²

Discovery
Hole

Intersections

Target
ranking

Fisheries

1.5

83MKRC11

68.0-99.2m, 31m @
7.1% C

5

Salt Lake

2.5

83MKRC08

16-42, 26m @ 7.5% C

2

Casey

3.00

83KRD011

Homestead

0.25

83MKRC10

Remnant
Uley

2.0

82MKD14

44.2-51.9m, 7.7m @
9.2% C
18-60m, 42m @ 7.0% C
30-60m, 30m @ 8.6% C
40-46m, 6m @ 6.1% C

3
1
4

Table 3: Significant Intersections and Target Ranking

Based on this analysis, Coffey estimates that the leases have an exploration target of
25-150 million tonnes at 7-9% fixed carbon.
It is common practice for a company to comment on and discuss its exploration in
terms of target size and type. The information in this report relating to exploration
targets should not be misunderstood or misconstrued as an estimate of Mineral
Resources or Ore Reserves. Hence the terms Resource(s) or Reserve(s) have not
been used in this context. The potential quantity and grade is conceptual in nature,
since there has been insufficient work completed to define them beyond exploration
targets and that it is uncertain if further exploration will result in the determination of a
Mineral Resource, in cases other than the Uley Main Road deposit.
Homestead (refer Figure 2) was highlighted as the highest priority target, as there are
thick intersections of higher grade material. This deposit is close to surface and close
to the existing processing facilities, which could contribute to cost savings.

Further Developments
SER is currently developing an evaluation program, based on the review by Coffey.
The program will investigate what other work is required on the graphite occurrences
to upgrade them as well as infill drilling to have Main Road upgraded from an Inferred
Resource to an Indicated Resource.
A drill program was carried out in 2007 on the Casey exploration target but the
graphite samples recovered were not tested. Coffey has been commissioned to relog and sample drill-cuttings from the drill programme and have them submitted for
analysis to Amdel in South Australia; measure density on existing drill core, using
facilities on site and Coffey will select samples for independent verification. The drill
database will be updated to reflect the 2007 program.

Plant Review
An initial review from the WA based GR Engineering Services Pty Ltd regarding the
re-establishment of a treatment plant at the Uley Graphite Mine has been completed.

Scope of Review
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The scope of the review examined three options:


Re-commission the existing facilities producing 8,000 tonnes per
annum coarse graphite product, (12,000 tpa total concentrate) with
refurbishment of existing equipment



Modify the existing facility replacing obsolete or high operating cost
equipment, incorporation of new processes and upgrade throughput
to produce 14,000 tonnes per annum of coarse graphite product
(22,000 tpa total concentrate)



New treatment facility to produce 20,000 tonnes per annum of coarse
graphite product (32,000 tpa total concentrate)

The third option would make Uley one of the top twenty operations in the world, but a
new operation would have to be staged. The review was asked to look at maximising
the volume of coarse graphite flake (+150 microns), as this is the product for which
pricing has remained robust. The review looked at plant operations records,
metallurgical tests and several historical studies. All aspects of the treatment plant
were reviewed but not infrastructure, as there is three-phase power, water supplies,
buildings, access roads and other infrastructure already present.
The report gives an overview of potential processing flow sheets for each option,
incorporating new technology where appropriate. It also includes design criteria
based on historical operating parameters, and modern day experience. Product
specifications reflected current markets and designs included production of final
product for dispatch.

Next Stages
The report outlines a range of tests to refine the characteristics of the Uley Main
Road resource and other processing tests. It also suggests that the existing plant
could be used for small scale pilot testing once designs have been refined. The
resource is close to surface and bulk testing should be relatively low cost. SER will
now consider the next stage in the plant design process.

1.2 CULTANA (SER 75%) EL 3547
MYALL CREEK (TREGALANA) (SER 50%) EL 3538
SOUTH AUSTRALIA
The agreement with U Energy Pty Ltd has lapsed under the terms of the agreement.
The Company remains in discussion with U Energy. In addition, the board is
reviewing other options with regards to these tenements.

1.3 FALCON BRIDGE (SER 100%) E38/1970, P38/3382, P38-3383-4
WESTERN AUSTRALIA
Since the end of the quarter, SER has announced that a term sheet has been
executed for the farmout of the Falcon Bridge Nickel Project to Ishine International

Resources Ltd (“IIR”). IIR is a new mineral exploration company which anticipates an
initial public offering by January 2010. The key terms being:
Farm-in partner can earn 70% by spending $3 million
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Minimum expenditure of $250k in first year
No interest earned until farminee spends $1.5 million on tenements

Project overview
The Falcon Bridge Nickel Project consists of the following exploration tenements:
E38/1970, P38/3382, P38/3383 and P38/3384 in Western Australia. The project area
is on the southern ultra-mafic on regional extension of the Olympia nickel discovery
made by WMC on Falcon Minerals Limited (FCN) ground.
Gravity and magnetics work has identified an anomaly in the north-western corner of
the EL 38-1970 known as TGMA (Toro Grande Magnetic Anomaly). The gravity
model indicates an ultra-mafic unit some 800m wide at a density of 2.6g/cc, which is
supported by the aeromagnetic interpretation of a zone of thickening (approximately
2km long and about 1.3km wide) of the ultramafic sequence. The ultramafic unit
does not outcrop and is completely covered by thin Cainozoic deposits of
transported origin.
Early exploration, by the now free carried 5% joint venture partner, included ground
mapping and stream sediment sampling followed by two rounds of drilling and a 17
hole RAB drilling program and a deeper 7 hole AC drilling program. Geochemical
assays and modelling suggest a nickel anomalous zone with thickness up to 34m
(Ni up to 0.76%) at shallow depth (~35m). Anomalous Cu and Co values were also
recorded within the zone.
There is sufficient evidence to postulate a primary nickel sulphide occurrence in the
Falconbridge TGMA target that warrants diamond drilling. The proposed exploration
program will include an IP survey and an extensive drilling program which will be
initially operated by SER.

Terms of Farm-in
SER and IRR propose exploring the tenement areas for all minerals except for gold.
The main exploration target being for nickel.
The conditions are that IIR is admitted to the official list of ASX Limited by 31 January
2010 (unless a later date is agreed) and that it meets its Minimum Expenditure
Obligations.
IIR would then earn up to a 70% right, title and interest in the tenements by funding
exploration and development work of $500,000 in year one, $1,000,000 in year two
and $1,500,000 in year three.
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Image showing the tenements and nickel anomaly

Other key terms:

A long as IRR spends at least $250,000 on the tenements it has the right to
withdraw during year one without any further obligation to the SER.
If IIR provides the year one expenditure in full, that being $500,000, then it
must advise SER within 30 days after year-end whether it will commit to the
year two expenditure.
IIR will earn a 50% interest in the Joint Venture once it meets the year one and
year two expenditures, a total of $1,500,000.
IRR may earn a further 20% if it advises SER within 30 days of the end of year
two that it intends to undertake the year three expenditure and subsequently
makes that expenditure of $1,500,000.
If IIR does not elect to provide the year 3 expenditure then the Farm-in Period
will come to an end and the on-going Joint Venture will commence.
The interests held by the participants of the project, subject to IIR meeting all the
expenditure commitments, will be IIR 70%, SER 25% and Guj 5%.

1.4 CASTERTON EL5040 (SER 100%) – VICTORIA
EL5040 was awarded during the quarter. Since the time of this report, SER has
entered into a Sale and Operating Agreement with Encounter Minerals Pty Ltd,
whereby Encounter Minerals will purchase a 95% interest in the permit by free

carrying SER for the first 5 years of the permit or for the first $600,000 of expenditure
on the work program and also paying past application costs.
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2.

OIL AND GAS EXPLORATION

2.1 PEL-182 - (SER 37.6%)
ONSHORE PETROLEUM EXPLORATION – COOPER BASIN, SA
Further technical review is currently ongoing.
We have a dispute with a joint venture participant, Australian Oil Company No.2 Pty
Ltd, with respect to its compliance with the terms of its farmin agreement with our
Company, and hope this can be resolved using the appropriate joint venture
procedures.
The joint venture has received a number of unsolicited offers from parties interested
in acquiring the block. Discussions are ongoing.

Year 1 wells drilled

2.2 VIC/P47 – (SER 25%)
OFFSHORE GIPPSLAND BASIN
Vic/P47 is located in the offshore Gippsland Basin, approximately 5 km offshore,
south of the Victorian town of Orbost. Water depths range from 20 to 80 metres and
the permit covers an area of approximately 718 square kilometres.
After the period of this report, the Vic/P47 joint venture has announced that the Joint
Authority has formally offered to grant a new five year renewal term for permit Vic.
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P47. The Vic/P47 joint venture has met or exceeded all permits commitments during
the first six year permit term. The minimum work requirements for the renewal term
are modest, with only seismic reprocessing and studies committed in the first three
years.
The joint venture has agreed that it will accept the offer of a new five year permit
term.
The permit contains the Judith Gas Discovery, which was drilled by Shell in 1989, but
not production tested or appraised. During June 2008, consultants Gaffney, Cline &
Associates (GCA) completed an independent resource certification of the Judith Gas
Discovery and associated prospects in Vic/P47. GCA reported that a gross gas
column of 290 metres can be interpreted from Judith-1 electric log data and GCA‟s
petrophysical analysis indicated 135.5 metres of net gas pay in the Judith-1 well.
GCA‟s certification provides independent confirmation that, subject to successful
appraisal, the Judith Gas Discovery has the resource volume potential to underpin a
commercial development.
The Vic/P47 joint venture is currently seeking farmin parties to fund the forward
exploration programme and has attracted interest. While no offers have been
received to date, evaluation and assessment by third parties is continuing.
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2.3 VIC/P41 – (SER 25%)
OFFSHORE GIPPSLAND BASIN
Possibly diluting to 17.5% - Potentially Free Carried for the drilling of
the first well
Vic/P41 is located in the offshore Gippsland Basin, approximately 40 km south of the
eastern Victorian coast and is 1,079 sq km in area.
Vic/P41 contains a number of large prospects defined on 3D seismic and which are
located on extensions of two proven Gippsland Basin trends:
The eastward trending extension of the Rosedale Fault system sets up
prospects analogous to the Kipper oil and gas field (first production scheduled
for 2011 for ESSO et al). Key prospects on this trend are:
Kipling – assessed as having P50 recoverable prospective resources of 124
milion barrels of oil and 620 billion cubic feet of gas.
Benchley – assessed as having P50 recoverable prospective resources of
184 million barrels of oil and 1.4 trillion cubic feet of gas.
Lead A in the east of the permit is mapped on 2D seismic as a significant
feature.
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Further south in the permit, a second trend extension sets up plays that are
anolagous to the Basker/Manta/Gummy oil and gas fields (in production since
December 2006 for ROC et al). Along the trend, the Oscar prospects are
defined on 3D seismic and are assessed as having combined P50 recoverable
prospective resources of over 40 million barrels of oil.
The scale of potential discoveries at these and other Vic/P41 prospects and leads is
significant.
The Vic/P41 joint venture is currently seeking farmin parties to fund the forward
exploration programme in the permit.
Since the period of this report, the joint venture has been successful in its application
to vary the permit commitment.

2.4 VIC/P65 (SER 100%)
OFFSHORE GIPPSLAND BASIN
Vic/P65 is located in the offshore Gippsland Basin, and covers an area of
approximately 1,348 square kilometres.
Interpretation of a 150 line kilometre 2D seismic survey acquired under a multioperator „group shoot‟ in June 2008 is continuing. The major target in the block is a
large structure located in deep water. As reported last quarter a major international
oil company has shown interest in a potential joint venture and has been forwarded
all the available data on the block. The Company has put together a farmout package
and has short listed a number of deep water specialist companies who have the
expertise in drilling in water depths encountered in our block. We are seeking to find
a joint venture partner to fund the forward exploration programme in this permit.
Our request for a suspension and extension is still under review by the Victorian
Department of Primary Industry.
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2.5 VIC/P66 (SER 23%)
OFFSHORE GIPPSLAND BASIN
The Vic/P66 permit covers an area of 2,160 square kilometres, approximately 50
kilometres offshore in the eastern Gippsland Basin. It spans water depth from 200
metres to over 2,000 metres all within established deepwater exploration technical
limits.
The eastern area of the Gippsland containing Vic/P66 has been targeted for
significant exploration in the past. Distance from established fields and infrastructure
and increasing water depths are two factors that likely limited earlier exploration.
The Vic/P66 group believes that this new permit provides early-stage exploration
exposure to the potential for extensions of proven Gippsland Basin plays and also for
the development of new play concepts. Given the relative lack of modern seismic
data and recent exploration studies in the area, the planned Vic/P66 exploration
programme consists of data collection and studies in the first two years, in
preparation for 2D seismic acquisition in the third permit year.
The Vic/P66 participants have interests in Vic/P41, where similar geological concepts
are being pursued.

3.0

CORPORATE MATTERS

We have continued to reduce administrative costs throughout the quarter.

Mark Muzzin
Managing Director

The Falcon Bridge project overview is based on information compiled by SER’s chief geological consultant, Dr Wenlong Zang.
Dr Zang is engaged by SER and is a qualified person as defined under the ASX Listing Rules and has consented in writing to
the inclusion of this project overview.
Risk Factors
Various statements in this release constitute statements relating to intentions, future acts and events. Such statements are
generally classified as forward looking statements and involve known and unknown risks, expectations, uncertainties and other
important factors that could cause those future acts, events and circumstances to differ from the way or manner in which they
are expressly or impliedly portrayed herein.
Furthermore, exploration for oil, gas and minerals is speculative, expensive and subject to a wide range of risks. Individual
investors should consider these matters in light of their personal circumstances (including financial and taxation affairs) and
seek professional advice from their accountant, lawyer or other professional advisor as to the suitability for them of an
investment in the Company.

