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Hastings Rare Metals Limited
Advanced Heavy REE Value (it's a Steal)

Since 2009, the global origination and plethora of research, reports and commentary
on the rare earth element (REE) sector have been steadily increasing given around
97% of global supply is controlled by China and the rest of the world (ROW) is
beholden to the vagaries of Chinese export quotas, supply and demand uncertainty
and resulting price volatility.

It is not my intention in this report to educate readers on REE-101 or debate global
supply and demand scenarios but to put in context where Hastings Rare Metals
Limited (the “Company” or “HAS”") sits as an Australian REE explorer, as it rarely
appears in peer reviews perhaps due to its current market capitalisation of just A$9.3m
and its subsequent relative obscurity as an apparent contender in the REE sector. But
that is about to change...

With the appointment in October 2011 of Technical Director Mr Steve Mackowski, who
is a hands-on experienced REE mineral processing engineer, he brings timely
expertise to the Company having previously served as General Manager Project
Development & Technology at Australian rare earths company Arafura Resources
Ltd (ASX:ARU). Mr Mackowski intends to apply a similar operational model to HAS as
he did at ARU and his mineral processing knowledge places HAS ahead of its
immediate peers in this respect.

Mr Mackowski and HAS Strategic Advisor Dr Tony Mariano attended and presented at
the REE World’'s “Technology Metals Summit 2012” Conference, Toronto, Canada
(February 1-2, 2012), where delegates and REE sector leaders were able to hear the
HAS story first hand.

Investment Case

The Company confirms that the Hastings Project resource has a very high grade
heavy rare earth oxide (HREO) to total rare earth oxide (TREO) ratio of 85%. RM
Research considers this to be one of the highest ratios known ROW for a similar
style REO resource.

The current total HREO content of 62,500 tonnes @ 0.18% HREO places the
Hastings Project sixth in the Top 10 of comparable REE projects ROW.

A JORC compliant resource statement (N143-101 equivalent) currently stands at a
total resource (Indicated and Inferred) of 36.2 million tonnes @ 0.21% TREO.

Rare metals hafnium, gallium, niobium, zirconium and tantalum and heavy rare
earths dysprosium, erbium, ytterbium and yttrium were found to be present in
significant concentrations.

As the Top 20 shareholders hold around 68% of the issued capital, HAS is a very
tightly held stock. The Top 100 shareholders hold 87%.

The Hastings Project is currently working towards the pre-feasibility stage and as
such, HAS is ahead of comparable sized peers with a HREE resource and | have no
doubt that they will become a new supplier of REOs as the project advances.

Mr Steve Mackowski's expertise will advance the Company’s projects which RM
Research considers will elevate the company’s stance among its peers and re-rate
the share price and potential return to shareholders.
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FIGURE 1: Hastings
Project and Yangibana
Project location map
(source: Hastings Rare
Metals Ltd , ASX
Announcement 22" June
2011).

96% drilling success rate

Total resource (Indicated
and Inferred) of 36.2 million
tonnes @ 0.21% TREO
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COMPANY BRIEF

The Company has two projects exploring for rare earths in Western Australia. The 100%
owned Hastings Project near Halls Creek in the East Kimberley region of Western Australia
extends over 1990 hectares and is a HREE project containing dysprosium and yttrium. The
60% owned interest in the Yangibana Project in the Gascoyne region of Western Australia
north-east of Carnarvon covers approximately 206 km? and is predominately a LREE project
rich in neodymium. The free-carried JV partners are Artemis Resources Ltd (ASX: ARV)
with a 10% interest and UK company Rare Metals Ltd with a 30% interest.
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HASTINGS RARE METALS LIMITED
YANGIBANA & HASTINGS
RARE EARTH PROJECTS

HASTINGS PROJECT
EXPLORATION OVERVIEW

The mineralization of the Hastings Project is hosted in a Proterozoic age volcaniclastic unit
known as the Niobium Tuff with the REE hosted in the minerals bertrandite, bastnaesite,
parasite, synchisite and potassium mica.

The Company’s inaugural drilling program in 2011 at the Hastings Project concluded with 51
holes drilled for a total 8,182 metres with a 96% success rate in intersecting mineralization.
The drill program consisted of infill drilling and testing for depth extensions to the resource and
confirmed that mineralization extends over at least 1.8km of the central zone of the mapped
3.5km of Niobium Tuff rock type that hosts the mineralisation and that it is present from
surface to over 300 metres depth.

All assay results have been announced to the market and incorporated into the JORC
compliant resource statement announced in September 2011. The diamond drill assay results
(Table 1) confirm the tenor of the project’s mineralization and the geological interpretation of
the resource and the drill core will be beneficial in conducting further metallurgical testing.

Geological surface mapping to the south of the drilled central zone has discovered around 750
metres of strike length with scintillometer readings over outcrop that were up to five times
higher than recorded to the north. The company intends to target this mineralisation in the
2012 drilling program with the expectation that it may extend the strike length of the current
resource by over 50%.
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TABLE 1: The final assay
results for the diamond drill
tails (source: Hastings Rare
Metals Ltd, ASX
Announcement 11"
November 2011)

TABLE 2 (below): The
JORC compliant resource
statement (source:
Hastings Rare Metals Ltd,
ASX Announcement 11"
November 2011)
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Bulk surface sampling and assays results from the 2011 drilling program have shown that the
HREO content accounts for approximately 85% of the TREO content of the deposit. Rare
metals hafnium, gallium, niobium, zirconium and tantalum and heavy rare earths dysprosium,
erbium, ytterbium and yttrium were found to be present in significant concentrations. Refer to
Table 3.

RESOURCE STATEMENT

A JORC compliant resource statement (NI43-101 equivalent) released by the Company in
September 2011 currently stands at a total resource (Indicated and Inferred) of 36.2 million
tonnes @ 0.21% TREO. The details are shown below in Table 2. Of particular note is that
around 75% of the current total resource has had sufficient exploration such that it is in the
higher confidence category of Indicated Resource for a total of 27.1 million tonnes.
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TABLE 3: The rare metal
and TREO content of the
JORC resource statement.
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The significance of the high HREO content is that the still to be closed out resource is shaping
up to be easily one of the best deposits in the world (ex-China) with the potential to supply the
most commercially valuable HREEs that are forecast to be in short supply globally.
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The Scoping Study
confirms that the
mineralisation is amenable
to standard processing
techniques.

HREO Resource of 62,500
tonnes.

75% REE recovery
possible.

Yangibana mineralisation is
predominately LREO of
lanthanum and cerium with
unusually high grade
neodymium and
gadolinium.
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It is the opinion of RM Capital that further drilling of the Hastings Project has the potential to
significantly increase the resource along strike and at depth and therefore add considerably to
the potential tonnage, REEs contained and the increasing viability of a profitable operation.

SCOPING STUDY

As announced to the ASX on 22" November 2011, the company has completed an in-house
scoping study (based on the above resource statement) confirming that the potential
profitability instils them with enough confidence to proceed to a pre-feasibility study on the
Hastings Project. The study included results from historical test work performed at a pilot plant
in the United Kingdom in the 1980s. The good news is that the mineralisation is amenable to
industry standard processing to produce REE oxides.

The Scoping Study concluded that:

Potential mine life greater than 20 years

Extraction of 1 million tonnes/annum by open-pit mining is cost-effective

HREO resource of 62,500 tonnes

Mineralisation is amenable to standard processing & treatment on-site to produce
HREOSs and niobium and zirconium concentrates

Annual cash flow of >A$150 million/annum (EBITDA)

A payback period of less than 5 years

NPV of over A$500 million (assumes 10% discount rate & IRR >20%)

Annually produce 150 tonnes Dy.Os priced at US$2,000/kg 1,000 tonnes Y.Os at
US$150/kg, 2,500 tonnes Nb»Os at US$12/Ib, & 6,500 tonnes ZrO, at US$2.50/Ib
Capital expenditure of AS500m

Strip ratio 11:1

75% REE recovery

Road access and port infrastructure is already available

Metallurgical test work is expected to be an ongoing exercise in order to determine the
optimum processing and recovery of all contained REEs including hafnium, tantalum and
gadolinium, the recovery of which were not included as part of the Scoping Study. The
recovery of any additional REEs will add to the overall profitability of the project, however,
given the unique mineralogy of the resource, the optimum extraction process remains a key
variant in the analysis and progress of test work. This is where Mr Mackowski’'s expertise in
REE mineral processing will come to the fore.

Ongoing exploration that adds additional tonnes to the current resource statement is expected
to enhance the viability and profitability of the project and will be conducted in parallel with the
metallurgical test work.

YANGIBANA PROJECT
EXPLORATION OVERVIEW

The Company acquired the 60% interest in the Yangibana Project in June 2011 despite
relatively limited drill exploration conducted in the past and no JORC compliant resource
statement. The mineralisation occurs in altered iron-rich carbonatites and ironstone dykes that
are enriched in REEs. The ironstones have been mapped as discontinuous outcrop over
approximately a cumulative 20km across the tenement package and are known to contain
REEs in monazite mineralisation similar to Lynas Corporation’s (ASX: LYC) Mt. Weld
deposit. The mineralisation is predominately LREO of lanthanum and cerium with unusually
high grade neodymium and gadolinium.

Since acquiring the project, HAS has mapped and sampled along just 7km of ironstone
outcrop at the Yangibana North, Gossan and Lion’s Ear prospects of a much longer 12 km
north-west/south-east trending line of ironstones and some 11km of outcrop at the Yangibana,
Yangibana South and Tongue prospects to the south (Figure 2).
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FIGURE 2: Location of
Yangibana prospects and
ironstone outcrops (source:
Hastings Rare Metals Ltd,
ASX Announcement 11"
November, 2011).

TABLE 4: Summary of
assay results from the
Yangibana Project (source:
Hastings Rare Metals Ltd,
ASX Announcement 11"
November, 2011).
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Of the 38 samples collected, the highest assay result returned was 12.8% (TREO) including
2.29% of CREO and a high 2.19% neodymium oxide (Nd.Os) value at the Lion’s Ear prospect.
A summary of the assay results is provided in Table 4. The samples were subjectively
collected and can only be considered as indicative of the potential the prospects may have as
the number of samples taken and assayed were minimal given the strike length of outcrop.
These assay results will however assist in prioritising the inaugural drilling program slated for
mid-2012.
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As shown in Table 5 below, the REE distribution in the ironstones is predominately LREEs
with a relatively high percentage of neodymium.
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TABLE 5: Distribution of '
REEs from sampling at the
Yangibana Project. " ] ()% ]
(source: Hastings Rare
Metals Ltd , ASX
Announcement 11"

November, 2011)

FIGURE 3: Historical
drilling results from the
Yangibana North prospect.
(source: Hastings Rare
Metals Ltd , ASX
Announcement 11"
November, 2011).
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TABLE 6: Hastings
proposed project
progression schedule.
(source: RM Research

company discussions).

6 February 2012

Future Exploration

Further mapping and sampling throughout the tenements is planned for the first half of 2012 in
order to discover and define the distribution of REE bearing ironstones. An inaugural drilling
program is slated for mid-2012 with the view to drill test the most prospective mapped
ironstones thereby allowing the Company to publish the initial JORC compliant resource
statement for the project by the end of 2012.

The drill program will likely first test the north-west/south-east trending line of ironstones
stretching from Yangibana North in the west to the eastern extremity of the Kane's Gossan
prospect. Historical drilling along this trend covered just 2.2km of the total known strike length
with good widths and grades averaging around 1.8% TREO. The Hastings drilling will seek to
validate previous drill results and to test the entire length and depth extent of the ironstones
on regularly spaced lines of drilling. Figure 3 above shows some of the historical drilling
results from the Yangibana North prospect.

PROJECT SCHEDULE

2012 2013 2014

Ql‘Q2|Q3‘Q4 Q1|Q2‘Q3‘Q4 HY1 | HY2

HASTINGS PROJECT

Validation & Verification

Optimisation
Metallurgy

Pilot Plant — D&C

Pilot Plant Trials

Transfer PPs to ML

JORC reserves drilling
Resource

Environmental studies

Optimisation/Mine Plan

Development Feasibility study

YANGIBANA PROJECT (JV 60%)

Mapping

Resource Drilling

Initial JORC statement |

PEER REVIEW AND COMPARATIVE VALUATION

As much as the classification of REEs into light rare earth elements (LREE) and heavy rare
earth elements (HREE) is definitive, the processed and marketable oxide products have since
been further subdivided into a class known as the critical rare earth oxides (CREO) based on
the supply and demand risk to clean energy applications.

The classification of LREEs and HREEs as defined by REEHandbook.com (Source:
http://www.reehandbook.com/intro.html) is based on the electron configuration of each
element and which direction the electrons spin. The recently launched website by Pro-Edge
Inc ahead of the Technology Metals Summit (www.TechnologyMetals.com) on February 1%
and 2" 2012 in Toronto, Canada is worth bookmarking as a reference on the sector.
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FIGURE 4A: Criticality
Assessment of REEs,
Present -2015 (source: US
Department of Energy,
DEC 2011: Critical
Materials Strategy, Pg. 4).

FIGURE 4B: Criticality
Assessment of REEs, 2015
— 2025 (source: US
Department of Energy,
DEC 2011: Critical
Materials Strategy, Pg. 4).
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| have chosen to use the classification scheme as defined by REE World as the basis for
elemental REE classification as | believe most sector commentators are confused by the
historical divisions. At the end of the day, it simply doesn’t matter whether any given resource
is predominately LREEs or HREEs or a hybrid somewhere in between as the mineralogical
composition, processing and extraction process will ultimately determine which REEs can be
extracted economically. The majority of REE deposits currently under exploration may never
reach the commercialisation stage depending on a huge range of factors including the mix of
REEs.

The individual REEs are the key and | envisage the day when deposits will be referenced
based on the decreasing contained metal composition of individual REEs and rare metals.
The scenario for HAS using a contained metal classification would be a Zr-Nb mineralised
deposit with a high grade Y-Ha-Dy-Er-Yb composition.

In 2010, the inaugural Critical Materials Strategy tome prepared by the U.S. Department of
Energy (DOE) arguably became the bible of reference for the sector given the breadth of
content and varying degree of analysis, but in particular distilling what it considers to be the
REEs in critical supply. The annual update was released in December 2011 and the DOE
considers that the supply of dysprosium, terbium, europium, neodymium and yttrium are the
CREOs still essential to clean energy applications over the next 15 years (Figures 4A, 4B).
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Of these CREOs, the Hastings deposit contains a relatively high metal content of yttrium,
dysprosium and neodymium (refer to Table 3 above) however, in terms of metal pricing, the
metal value in the deposit characterises it as a dysprosium — yttrium — thulium — erbium —
terbium deposit. That is what peaks my interest about this project and RM Research
believes HAS will remain a relative unknown in the REE sector until such time as market
participants and investors realize the inherent value to be unlocked as exploration and
metallurgical testing progresses.

Additionally, the European Commission Joint Research Centre Institute for Energy and
Transport published its Critical Metals in Strategic Energy Technologies document in October
2011 in which a different mix of what it considered were the most critical metals applicable to
clean energy technology. They distilled neodymium, dysprosium, indium, tellurium and gallium
as the metals that will be most in demand yet having the highest risk of inadequate supply
over a similar period.

The point is, no one really can predict with any definitive accuracy which rare metals will be
critical to industry in the future or otherwise and it is a debate | do not intend to enter into in
this report.

Comparison of rare earth exploration and mining companies is a challenge due to, but not
limited to, the location, logistics, relevant expertise, varied mineralogy, grades, metal content,
exploration status, resource reporting standards, project economics to mine, process and
refine, impurities such as radioactive content, waste disposal and the general dearth of
directly comparable peers.

Gareth P. Hatch at Technology Metals Research (TMR) has researched the sector in some
detail (Source: http://www.criticalrareearthsreport.com/downloads/cre-0811.pdf) and his latest
compilation updated to December 2011 reports that outside of China and India (rest of world,
ROW) there are at least 400 REE deposits under various stages of exploration to advanced
development by around 246 companies globally spread across 35 different countries. Now
obviously many of these projects will fall by the wayside as funding dries up and the REE
composition, grades and tonnes simply don't justify a commercial development. Fortunately,
TMR are acutely aware of this and have distilled this data into their TMR Advanced Rare-
Earth Projects Index which as at December 14, 2011 consisted of just 25 REE projects in just
9 ROW countries. (Source:http://www.techmetalsresearch.com/metrics-indices/tmr-advanced-
rare-earth-projects-index/). Essentially, for a REE project to make it into the index it had to
have had a sufficient density of exploration data and drilling to define a resource that was
compliant with either the JORC Code or the NI 43-101 Code.

Hastings has made the index, which | wholeheartedly agree that it should, yet the value
estimate ascribed to it does not account for the relatively high contained metal values of the
(in decreasing order) thulium (Tm) — erbium (Er) — lutetium (Lu) - ytterbium (Yb) - holmium
(Ho) oxides. Therein lies inherent value to be unlocked and acknowledged by the investment
community. Figure 5 below shows the value metrics of these 25 advanced REE projects.

Hastings Technical Director, Mr Steve Mackowski believes that of the ROW REE resources
with a high HREO to TREO ratio, there are two Canadian projects that he would consider to
be comparable peers to the Hastings project. They are the Strange Lake (B Zone) Project
being developed by Quest Rare Minerals Ltd (TSX.V: QRM; AMEX: QRM) and the
Nechalacho (Thor Lake) Project that Avalon Rare Metals Inc (TSX: AVL, AMEX: AVL) is
developing and not expected to be in production until at least 2015. | would also consider that
the Kutessay Il Project in Kyrgyzstan that Stans Energy Corp (TSX.V: HRE, OTCQX:
HREEF) is developing would also be comparable given that it has a relatively high 46% HREO
content and is currently well on its way to the resumption of production. HRE is however
ahead of HAS in the steps to production stakes given it was previously an operating mine,
already has most of the infrastructure in place, comprehensive metallurgical testing has been
performed, strategic partners have visited the project, and the feasibility study is imminent.
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FIGURE 5: Value metrics
for selected advanced REE
Projects. (source:
Technology Metals
Research, LLC , TMR
Advanced Rare-Earth
Projects index, 14"
December, 2011).
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Source: http://www.techmetalsresearch.com/metrics-indices/tmr-advanced-rare-earth-projects-index/

In an Australian context, it is well documented that Lynas Corporation (ASX: LYC) with a
market capitalization (market cap) of around A$2.5 billion has the most advanced REE
project. LYC is poised to begin production now that the Malaysian government has granted
them the temporary operating licence for the Lynas Advanced Material Plant (LAMP) upon
which LYC will be able to proceed to ramp up the processing and initial commercial scale
production of their resource.

There are at least another six Australian ASX-listed companies with deposits that have a
JORC compliant resource and at least another 34 other companies that are still in varying
stages of exploration and have yet to lodge a JORC compliant resource statement. Of this
latter group, although some of these companies have reported to the ASX that they are
exploring for REEs, their projects are not necessarily their main focus and the REEs are
associated with other mineralisation such as iron ore, phosphate, uranium and mineral sands.

For comparative purposes, | have limited what | consider to be the Top 10 real contenders in
the Australian ASX-listed REE sector to the stocks listed below (Table 7) as they have either
already announced a JORC compliant resource (or announced that their JORC statement is in
preparation) or their mineralisation contains a relatively high HREE content to TREO content
and therefore is more directly comparable to Hastings.

Of these companies, | will not discuss Greenland Minerals (ASX: GGG) or Peak Resource
(ASX: PEK) in the mix given their projects are not in Australia and variables such as mining
costs, exchange rate risk, logistics, politics and the like will create a bias. However, among
ROW REE projects they are certainly well ahead of the majority of their peers.



Top 10 ASX-listed REE Companies JORCreso urce Market Cap A$

Lynas Corp - Mt Weld, WA (LYC) yes $2.5B
Alkane Resources — Dubbo, NSW (ALK) yes $325M
Greenland Minerals — Kvanefjeld, Greenland (GGG) yes $239M
Arafura - Nolans Bore, NT (ARU) yes $173M
Northern Minerals - Brown's Range, NT (NTU) 2H 2012 $96M
Peak Resources - Ngualla, Tanzania (PEK) 1Q 2012 $90M
TUC Resources - Stromberg, NT (TUC) no $18M
Kimberley Rare Metals - Cummins Range, WA (KRE) yes $10M
Hastings Rare Metals - Hastings, WA (HAS) yes $8.6M
Krucible Metals - Korella Bore, Mt Isa QLD (KRB) yes $8.6M

It is immediately obvious from the market caps which stocks investors feel have the potential
to reach commercial viability. A market cap of at least A$150 million appears to be the hurdle
that exploration companies transition from explorer to serious contender status.

Both HAS and TUC Resources (ASX: TUC) have reported that they have approximately 85%
HREO to TREO ratio deposits (Table 8) and both completed their maiden drilling programs in
2011 with a total of just 51 and 54 drill holes respectively to date. However, TUC have only
drilled RC drill holes thus far and have no diamond drill core with which to start conducting
metallurgical test work. Nor has it published a JORC compliant resource statement yet. So
why does TUC have a market capitalization much higher than HAS?

Now keep in mind that Hastings has just had its 1% birthday since the acquisition of the
Hastings Project and what the market seems to forget, is that prior to HAS acquiring the
Hastings Project there was a significant amount of historical work completed on the deposit
including drilling, petrological studies and metallurgical testing of the mineralisation. In fact,
Molycorp Inc. (NYSE: MCP) when it went by the name Union Oil Development Corporation
conducted minimal drilling and petrological work between 1982 — 1985 before handing the
operation of the project to its joint venture partner West Coast Holdings.
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So in answer to the question | posed earlier, HAS which has conducted significantly more
drilling, petrological studies, metallurgical studies, a successful scoping study, and is now
embarking on a feasibility study, is comparatively UNDERVALUED (see Table 8). RM
Research believes that HAS is flying below the radar of investors and authors of similar
analysis of ROW REE projects. HAS has actually leap-frogged over many of its immediate
peers in the steps to production stakes and should be ranked above TUC (see Table 8).

Northern Minerals (ASX: NTU) has reported that it has a high 83% HREO to TREO ratio
(Table 9) at its Brown’s Range deposit near the WA/NT state border following the completion
of its 2011 drilling program. The xenotime mineralisation is rich in yttrium and dysprosium.
However, like TUC, it has yet to lodge a JORC compliant resource statement which makes
direct resource comparisons premature at this point in time. NTU is still in the early stages of
metallurgical testing and working towards producing a scoping study and JORC statement by
mid 2012. NTU also has the promising John Galt REE deposit in Western Australia that has
similar mineralogy to their Brown’s Range deposit (xenotime mineralisation rich in yttrium and
dysprosium) and are planning a maiden drilling program later in 2012.

NTU has a market cap significantly higher than HAS despite apparently being behind HAS in
the steps to production stakes (see Table 8) but 2012 appears to be their defining year if their
JORC resource statement and metallurgical testing proceed to schedule. Having LYC as a
shareholder also helps their profile however their stated forecast to be in production by 2015
assumes some serious project fast-tracking with no hiccups or set-backs. | reiterate the
answer to the question posed above and look forward to crunching the numbers once NTU
and TUC lodge JORC compliant resource statements.
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Alkane Resources Ltd (ASX: ALK) is predominately a zirconium rich LREE resource with
approximately a 23.6% HREO content with a similar mineralogical composition to Hastings
classified as a zirconium — niobium — tantalum — hafnium — yttrium — dysprosium resource with
additional economic REOs. lts relatively large market cap recognises that production is
imminent in 2014 and that the large resource will have a life-of-mine of over 100 years. Having
surpassed the feasibility study hurdle and with a JORC resource that is double that of HAS at
73 million tonnes @ 0.9% TREO v HAS at just 36.2 million tonnes @ 0.21% TREO, ALK is
still working on ways to lower its CAPEX, operating costs and to increase the project’s internal
rate of return. There is little doubt that ALK will be commercially viable.



Arafura Resources Ltd’s (ASX: ARU) project is the Nolan’s Bore Mine northwest of Alice
Springs in the Northern Territory (Australia) and a processing plant in Whyalla (South
Australia). The Nolan’s Bore resource is a LREE deposit of approximately 30 million tonnes
grading 2.8% TREO for approximately 850,000 tonnes of REOs. The HREO component is
just 3.2% so the recent volatility in the LREO pricing affects the project’s profitability
considerably. The composition of REEs is predominately LREEs as in Table 10 below and as
such the resource is not directly comparable to HAS's resource.
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ARU'’s higher market cap is however justifiable on the basis that it expects to be in production
by the end of 2014, they have a credible Letter of Intent with German company ThyssenKrupp
for sales and financing assistance and the bankable feasibility study (BFS) is expected by the
end of 2012. However, they have a number of processing and technical issues to address still
in order to move past the BFS stage and | suspect therefore that they are unlikely to be in
production until 2015 at the earliest.

Kimberley Rare Earth’s (ASX: KRE) Cummins Range Rare Earth project, is located 130 km
southwest of Halls Creek, in the north of West Australia, further south from the Hastings
Project. KRE has a 25% interest via a joint venture with Navigator Resources Ltd (ASX:
NAV) and can earn up to 80% by completing a bankable feasibility study. KRE’s project has
an inferred resource of just 4.17 million tonnes @ 1.72% TREO with low to moderate thorium
and uranium levels and a low 4% HREO content making it essentially a LREO resource.

So the question | raised earlier begs asking again; Why is their market cap higher than HAS?
KRE intend to release their scoping study in the second half of 2012 and forecast that their
BFS will be published in 2015 with the view to be in production in 2017 (Table 8). It is only just
embarking on metallurgical testing of its apatite and monazite mineralization and does not
have a high content of the higher value HREEs. It is obvious that HAS is much further ahead
of KRE in the race to production despite KRE trading below cash backing. | reiterate that HAS
is comparatively UNDERVALUED and is a very tightly held share.

Given Hastings and Krucible Metals (ASX: KRB) have a similar market capitalization you
could mistakenly think that they may be comparable in some way but | fail to see KRB as any
serious competitor of HAS at this point in time. Their Corella Bore project in the Georgina
Basin near Mt Isa, Queensland is a xenotime hosted phosphate deposit (YPO4) with a high
yttrium content which obviously makes it both a HREE and CREO deposit. However, although
KRB has published a JORC compliant resource statement it is of the lowest category of
inferred resource, therefore they are in no way as advanced as HAS on the road to production
and still require a lot more resource drilling. KRB have a number of issues to deal with still
including, but not limited to, funding, no comprehensive metallurgical or processing testing



and their mining lease has yet to be granted .We are sceptical of their ability to be mining in
early 2013.

Of the Top 10 Australian ASX-listed REE companies | have listed above, | am of the opinion
that HAS should be ranked 4th (ex GGG and PEK) as an advanced REE company now that it
is concurrently entering the feasibility and pilot plant stages.

SUMMARY

It is inherently difficult to quantify the REE sector and make meaningful comparable analytical
commentary given the array of variables between the composition of a particular project’s
mineralisation and the long path from discovery to production that generally takes at least
eight years. It is apparent from the discussion above that a company’s market cap is not
necessarily a good guide to the potential a company may have, particularly if the market cap
is below A$100 million. | simply cannot justify the current market caps of TUC, KRE and KRB
in relation to that of HAS and firmly believe that once the market's perception of HAS is
understood and realised, there will be a pricing reversal and, given it is a tightly held stock, its
market cap will leap ahead of these contenders.

| would suggest that each REE company needs to be considered on its own merits and how
far it has progressed on the REE industry’s widely understood steps to production. It is an
arduous, capital intensive industry at each stage of the journey where joint ventures and
commercial relationships will need to be forged prior to a BFS and the start of production. The
future pricing and market supply and demand equation will ultimately determine the
commercial viability of any given project depending on the ratio of individual REEs contained
in the mineralisation.

As the Hastings Project resource contains a significantly higher ratio of HREOs and CREOs to
TREOs, it ranks higher than some of its peer on this variable and additionally, it is well
advanced on the path to commercial success. The BFS will in general make or break a
company’s progress in attaining the goal of commercial reality and in the realm of Australian
companies with advanced REE projects, Lynas Corporation has basically reached the “holy
grail” with Alkane Resources hot on its heels. The earlier REE companies can reach
production of REOs the better they will be able to capitalize on the historically high prices of
the various REEs.

Given the long and costly lead time to reach the production stage there is no guarantee that
prices for the REEs contained in a particular resource will render the project as economic in
the future. The future demand for clean energy technologies and other applications in defence
can be modelled, but in reality are unknown. The proliferation and uptake of consumer goods
such as flat screen televisions (TVs), computing devices and mobile phones let alone fuel
efficient cars increases with each generation and the industrialisation of economies. The
switch from analogue TVs to digital TVs in Australia is currently being phased in to the end of
2013 increasing the uptake of newer, larger, multiple sets of TVs that all consume REEs.

Already in Australia, the use of incandescent lighting is being phased out with a switch to
more energy efficient compact fluorescent lighting, LEDs and halogen lighting and the United
States will phase in a similar switch over in the next two years. The phosphors in fluorescent
lighting use terbium, europium and yttrium which may lead to an increase in demand for those
REEs depending on the speed of uptake however, LEDs and halogen lighting use little or no
REEs which may lead to a decrease in demand. Try modelling that on a global scale!

It is well documented that China will continue to dominate the global supply and demand of
REEs and the refining and production of metal alloys for the foreseeable future. Maybe it is
about time that a REE Exchange is created outside of China similar to the London Metals
Exchange such that the ROW demand, supply, stockpiles and pricing are more transparent.
This may then alleviate the price volatility and supply uncertainty witnessed over the last few
years. No doubt this scenario may eventually lead to sovereign stockpiling by industrialized
countries in the name of national interests. Regardless, | expect to see Chinese dominance to
continue to move beyond its borders as they farm-in, joint venture or takeover promising REE
projects and take-up ground to explore in their own right as they have in Australia (as ASX-
listed companies) and elsewhere in the world.



DIRECTORS AND MANAGEMENT

David Nolan Non-Executive Chai rman
Mr Nolan is a corporate lawyer with over 13 years experience advising on corporate
acquisitions, capital raisings and financing for mining companies. Mr Nolan is a partner in the
Sydney corporate advisory practice of Mills Oakley Lawyers and was previously a senior
adviser at the London Stock Exchange.

Steve Mackowski Technical Direc tor
Mr Mackowski, a qualified engineer in mineral processing, has over 30 years technical and
operational experience in rare earths, uranium, industrial minerals, nickel, kaolin and iron ore.
He brings expertise in rare earths processing having previously served as General Manager
Project Development & Technology at rare earths company Arafura Resources Ltd (ASX:
ARU). Additionally, he served at a number of major Australian mining companies including,
lluka, Tiwest, WMC, Comalco , Hamersley Iron and Mary Kathleen Uranium Ltd

Tony Ho Non-Executive Dir ector
Mr Ho is an experienced company director having held executive directorships and chief
financial officer roles with a number of publicly listed companies. He is a member of the
Institute of Chartered Accountants and a fellow of both the Chartered Institute of Company
Secretaries and the Institute of Company Directors. Mr Ho is currently a Non-Executive
Director of Dolomatrix International Limited (ASX: DMX) and Non-Executive Director of
Greenland Minerals and Energy Limited (ASX: GGG). He is also the Non-Executive
Chairman of Apollo Minerals Limited (ASX: AON).

Guy Robertson Company Secretary
Mr Robertson has extensive experience as a Finance Director and CFO to a number of
companies while at the Jardine Matheson Group for some 16 years together with roles
including Finance Director and NSW Managing Director of major insurance broker Jardine
Lloyd Thompson Australia Pty Ltd, Group Finance Director and Chief Operating Officer of
Colliers Jardine Asia Pacific based in Hong Kong and General Manager Finance for Franklins
Limited in Australia. He is also the Principal of Integrated CFO Solutions which provides CFO
and company secretarial services to companies such as HAS.

Dr Tony Mariano Strategic  Advisor
Dr Mariano is a geological consultant to the rare metal and rare earth mineral industry with
over 40 years experience within the industry. He is widely considered the preeminent authority
on the geology and mineralogy of rare earths, niobium, tantalum, and other rare metals. Dr
Mariano has a PhD in geology from Boston University, has consulted to the United Nations,
the United States Government, many of the world’s rare metal and rare earth explorers and
developers including Union Carbide Corporation and Molycorp Inc ., and has authored and
co-authored many technical publications on rare earths.

Tony Grey Strategic  Advisor
Mr Grey is a corporate advisor and professional company director specialising in the provision
of strategic advice to the rare metal and rare earth mineral industry. His corporate career
spans over 40 years with numerous appointments from a diverse range of highly successful
rare metal companies. He is the former Chairman of Kingsgate Consolidated Limited
founder and former Chairman and Managing Director of Pancontinental Mining Limited and
current Chairman of International Ferro Metals Limited and IC Potash Corporation . He
was also the former Chairman of the Uranium Institute. He authored “Jabiluka: the battle to
mine Australia’s uranium”.



BULLS AND BEARS

The Bulls Say

The appointment of Mr Steve Mackowski as Technical Director together with the
combined expertise of technical advisers Dr Tony Mariano and Tony Grey provides
critical know-how leading into the feasibility stage and the more challenging steps in the
lead-up to commercial viability.

The Hastings Project resource has a very high grade heavy rare earth oxide (HREO) to
total rare earth oxide (TREO) composition of 85% which is considered to be one of the
highest ratios for a similar resource in the world.

The current total HREO content of 62,500 tonnes @ 0.18% HREO places the Hastings
Project in the Top 10 of comparable projects.

The Hastings Project is approaching pre-feasibility stage and is significantly ahead of any
comparable sized peers with a HREE resource and has the potential to become a new
supplier of HREOs and CREOs to the global market.

The in-house scoping study confirmed that the mineralisation of the Hastings Project is
amenable to industry standard processing with a 75% recovery rate of REEs to produce
REO concentrates for over 20 years

Metallurgical testing of the mineralisation for inclusion in the pre-feasibility study is
underway.

The Bears Say

The conversion of the JORC resource to the higher confidence JORC reserve category
requires the completion of further resource drilling and there is potential for the overall
grade and tonnage to be insufficient to attain commercial reality.

Metallurgical test work and a definitive extraction and concentrate methodology for each
REO have yet to be determined.

Letters of Intent (LOI) to potential customers will be required ahead of the DFS and
conclusion of pilot plant trials that demonstrate the project can meet customer
specifications.

Further funding which will be required in the immediate future to assist in progressing the
Company’s projects, including, but not limited to, the construction of a pilot plant and
conversion of the resource to reserve status, will lead to the dilution of existing
shareholder equity.

The costs to progress the project henceforth increases dramatically and whether HAS will
be able to secure funding from a cornerstone investor, JV partner, LOI or off-take
customer remains to be determined.

The forthcoming feasibility study will announce the capital expenditure required to
conclude pilot plant trials, commission processing facilities, commence mining, working
capital and shipment to markets. The study will fully evaluate the commercial viability or
otherwise of the Hastings Project.

Prices for REOs can be volatile and affected by a range of factors beyond the control of
HAS as future pricing and demand for individual REOs is subject to market forces.

The Yangibana Project is at the early stage of resource drilling along the path to
production and any commercial value has yet to be determined.




CONCLUSION

In an Australian context, | have limited the number of real and potential contenders in the REE
sector to those in my list of Top 10 companies above (at this point in time). Despite over 30
ASX-listed companies that report on REE projects, many of those will never graduate with a
viable resource and for many, their REE project is their secondary focus. My analysis of the
sector reveals that currently there are less than 10 real contenders with Australian based
projects (ex GGG and PEK) and | am of the opinion that HAS should be ranked 4th in my list
as an advanced REE company now that it is embarking on both the feasibility study and pilot
plant stages.

RM Research reiterates that the Hastings Project is just one of a handful of global REE
focussed companies with a significantly high HREO to TREO ratio and more importantly,
higher ratio of the CREOs by volume and value. We are also of the opinion that there is a
distinct pricing mismatch in the ASX-listed sector and regard HAS as undervalued compared
to what investors are prepared to pay for less advanced REE companies. The market cap of
HAS should not be languishing at around A$9 million but rather be a multiple of up to ten
times that.

RM Research rates the Company as a Speculative Buy.
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