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Quarterly Report to 31 December 2009
HIGHLIGHTS FOR THE QUARTER:
Uley – Upgrade of resource
Falcon Bridge nickel project JV active
Casterton block sold for free carry interest
Successful capital raising

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
The Company achieved a significant milestone by upgrading the resource for Uley‟s
Main Road graphite deposit.
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Coffey Mining Pty Ltd (Coffey Mining) were engaged to further develop the existing
resource model of the Uley Main Road Resource by re-evaluating key variables such
as density as well as re-validating the drillhole database, assay and sample data.
Part of the Uley Main Road deposit has been upgraded from Inferred Resources to
Indicated Resources. This milestone has added considerable value to the Project, as
it provides more certainty for some of SER‟s potential partners.
Uley Graphite Project
Located only 23 kilometres from Port Lincoln, the regional centre for the Lower Eyre
Peninsula in South Australia, Uley is recognised as a substantive and significant area
of graphite mineralisation. The graphite deposit is part of the Mikkira Graphite
Province, one of the largest coarse flake graphite deposits in the world, containing
disseminated, high-grade flake graphite.
Discovered around 1910, Uley was worked intermittently since the late 1920s.
Exploration during the 1980s led to the re-opening of the mine in 1986, but a sharp
decline in world graphite prices in 1992 and an increase in freight prices caused the
mine to cease production in 1993.
The mine and processing facility has been under care and maintenance since 1993.
The 20 tonnes per hour processing plant is substantially intact and operable, albeit it
will requires refurbishment. Power, water and communication lines are still
connected.
The mineralisation is near surface (see Figure 1) and the graphite produced from the
former operation was accepted by many traders for its high quality.

Figure 1: On the side of road at Uley Main Road deposit
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Uley Main Road Resource Upgrade
In August 2009, Coffey Mining completed a JORC-compliant resource statement
showing an Inferred Resource of 3.2Mt @ 9% Total Carbon. The Inferred Resource
is quoted at a 3.8% Total Carbon cutoff grade. Coffey has re-validated substantial
parts of the Conzinc Rio Tinto Exploration (CRAE) database, containing sample,
assay and drillhole data. Recently independent contractors have re-established
collar and survey control points.
Coffey Mining has reclassified portions of the 2009 Resource as Inferred for regions
with a nominal 50 x 50m diamond drilling and Indicated for regions with a nominal
50m x 25m drillhole spacing.
The current material changes to the Inferred Resource include the update of a bulk
density model using recent density data measured to applicable Australian Standards
by Coffey Information (an associated company to Coffey Mining).
In addition Coffey Mining has verified: that all the relevant core, as documented in the
archive provided by SER, is intact; that the original and residual sampling is verified;
that all collar positions have been updated and that a topographic survey has been
completed.

Table 1
Uley Main Road Graphite Deposit - January, 2010 Resource Update
Based on a 3.8% Total Carbon Cut-off
Ordinary Kriged Estimate using a Parent Block of 10mY by 10mE and 4mRL

Classification

Lower Cutoff
Grade
(Total Carbon %)

Tonnage
(Mt)

Average Grade
(Graphitic carbon
%)
7.5
8.9
8.1

Indicated

3.8

Inferred

3.8

2.2
1.8

Total

4.0

Notes: Material changes are in bulk densities modelled (from 2.0 to 2.56g/cm³ ) plus drill
spacing classification are the main difference between this resource statement and the
August, 2009 resource statement. Estimate of global grades only. Coarse graphite %
estimated at 60% of total graphite.

Table 1: Uley Main Road Mineral Resources Upgrade Statement – January 2010

Exploration Potential & Target Ranking
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As previously reported, Coffey Mining were previously engaged to rank the
exploration potential of other identified deposits in the entire Uley project area.
Prospect
Name

Surface
Area km²

Homestead

0.25

Salt Lake

Discovery
Hole

Intersections

Target
ranking

83MKRC10

18-60m, 42m @ 7.0% C
30-60m, 30m @ 8.6% C

1

2.5

83MKRC08

16-42, 26m @ 7.5% C

2

Casey

3.00

83KRD011

44.2-51.9m, 7.7m @
9.2% C

3

Remnant
Uley

2.0

82MKD14

40-46m, 6m @ 6.1% C

4

Fisheries

1.5

83MKRC11

68.0-99.2m, 31m @
7.1% C

5

Table 2: Significant Intersections and Target Ranking

Based upon the available drillhole data, Coffey Mining estimates that the leases have
an exploration potential of 25 - 150 million tonnes at 6-9% total 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 (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.
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Figure 2: Illustrates the key leases and areas of the deposit.
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Future Plans
Further scope exists to improve the geological and resource estimation confidence in
the regions currently defined as an Inferred Mineral Resource but only with additional
infill and extensional drilling along the general regional geophysical anomaly. The
resource is constrained at depth by structure and stratigraphy but appears open
along strike to the north and south and an extension into the Uley 3 anomaly is
supported by geophysical interpretation (see Figure 3). This resource may be
upgraded in terms of size by further step-out drilling and in terms of classification by
in-fill drilling at Uley Main Road.

Figure 3: Uley deposit – other adjacent anomalies
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).

Coffey Mining has recommended infill drilling to 100m depth below collar,
incorporating six to eight HQ sized diamond drillholes, which should effectively
upgrade the whole Uley Main Road resource to an Indicated Resource classification.
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Coffey Mining has also recommended undertaking further resource modelling work at
individual projects such as Casey, Fisheries and Salt Lake. These projects have
similar geophysical responses to Uley and Uley Main Road; being an interpreted
predominantly flat lying mineralised zone. Homestead can be intepreted to be
dipping to the northwest.
At this stage no decision has been made regarding the infill drilling recommended by
Coffey Mining. At present there are a number of international companies that have
signed confidentiality agreements in order to review the available data on the Project.
The goal is to mine our world class deposit and get it back into production as soon as
feasibily possible.

View over the Uley Main Road deposit
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1.2 CULTANA (SER 75%) EL 3547
MYALL CREEK (TREGALANA) (SER 50%) EL 3538
SOUTH AUSTRALIA
A review of the previous work and a prospectivity study has been completed over the
Cultana licence and a PACE application has been submitted for drilling, potentially
later this year, depending on final access agreements being obtained.
A GIS (geographic information system) data base has been created and the drill hole
data has been reviewed. A prospectivity study is on-going.

1.3 FALCON BRIDGE (SER 100%) E38/1970, P38/3382, P38-3383-4
WESTERN AUSTRALIA
The formal joint venture agreement 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 successfully listed on the ASX in December
2009. The key terms being:
Farm-in partner can earn 70% by spending $3 million
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
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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, a condition which has been met 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.

Image showing the tenements and nickel anomaly

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 5%) – VICTORIA
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A sale and operating agreement has been executed with Encounter Minerals Pty Ltd
on EL 5040, a tenement located near Casterton in Victoria.
SER has sold a 95% interest in the exploration licence to Encounter Minerals Pty Ltd
for a 5% free-carried interest for the first 5 years of the permit or the first $600,000 of
expenditure on the work program, whichever occurs first.
Encounter Minerals Pty Ltd has also reimbursed SER for back-costs associated in
acquiring the exploration licence.

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 are working to resolve this using the appropriate joint venture
procedures.

Year 1 wells drilled

2.2 VIC/P47 – (SER 25%)
OFFSHORE GIPPSLAND BASIN
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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.
The Vic/P47 joint venture has announced that the Joint Authority has formally
granted a new five year renewal term for permit Vic/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.
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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.

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 square kilometres 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.
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.
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The Vic/P41 joint venture is currently seeking farmin parties to fund the forward
exploration programme in the permit.
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.
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Our request for a suspension and extension is still under review by the Victorian
Department of Primary Industry.

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
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During the quarter a successful placement of 33 million new ordinary shares was
made with „Sophisticated Investors‟ and „Professional Investors‟ at A$0.025 per share
to raise $825,000. The placement was undertaken at recent market prices, indicating
support for the company‟s current plans.
Subscribers to the placement include new investors, together with additional
investment from a number of current shareholders. No costs were associated with
the issue. The share issue is within the company‟s 15% capacity.
The placement will ensure SER is funded to meet our current exploration program
and to pursue additional value creating projects.

Mark Muzzin
Managing Director

The information in this report that relates to Resources and Exploration Results is based on information compiled by Albert
Thamm who is a Fellow of the Australasian Institute of Mining and Metallurgy. Albert Thamm, who is an employee of Coffey
Mining, has sufficient experience which is relevant to the style of mineralisation and type of deposit under consideration and to
the activity which he is undertaking to qualify as a Competent Person as defined in the 2004 Edition of the Australasian Code of
Reporting of Exploration Results, Mineral Resources and Ore Reserves. He has consented to the inclusion in the report of these
matters based on his information in the form and context in which it appears, on 21 January, 2010 in West Perth, Western
Australia.
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.

