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QUARTERLY ACTIVITIES REPORT i 31°'December2018

CORPORATE

1 Board compsition changedon 9 November 208 with the appointmenbf 3 new directorsMr
Donghai ZhangMr Chunlin LiuandMiss Jing Lj and theresignation of 2 directors, Mr Yian
Bai and Ms Kaiyuan Yangvir Donghai Zhang waappointed Chairman ofdtBoard replacing

Mr Jianzhong Yang who neains as aon-executive director.

1 The Company raised @tal of $,768,80413 under al for 2 underwritten nonenounceable
pro-rata entittementoffer at $0.036 per sharhat was annowed on 27 November 201#hd
closed on 17 December 20148,133,44&ew fully paid ordinary shares were issued.

1 Treasuwe Unicorn Limited, who was underwriter to the entitlement offeemains thdargest
shareholder with75,734,441shares bing 51.38% ofthe Companys issued capitalinner
MongoliaYitai InvestmentCo., Limited is theultimate holding @mpany of Treasure Unicorn
Limited.

EXPLORATION HIGHLIGHTS
1 All grantedenementareupto dateregardingstatutoryrequirements.
Kookynie and Jungle Hill Gold Projectsin Western Australia
1 Programof Work (“POW’) approved for Canegrass and Holey Darllidg, heritage survey

planned forfirst weekof March 2019

Significant reslts from the Jungle Hill drillingnclude:
3m @0.16% Cu from 128 m to 130 nand 1Im@0.58% Zn from 110n in JHRCO7
1Im @ 0.91% As in JHRCO09

5m @180% Fein JHRCO7
5m @19.8%Fein JHRCO08

Halls Creek ProjectsCobalt/Gold in Western Australia

1 Lithostructuraltargetingto becompletedoy endJanuary2019
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Figure 1: Kaili Resourceprojectlocations

PROJECTLOCATION TENEMENT AREA TENEMENT AREA IN KM 2
IN SUBBLOCKS

Queensland 27 86.4

WesterrAustralia 296 956.84

Total Area 323 1,043.24

Tablel: Kaili Resourcegrantedtenemenareas.all held100%.
kn? hasbeencalculated at approxmately 3.2kn? per block



WESTERNAUSTRALIA.

PILBARA CRATON (DARNELL HILL, BUSTL E BGRE AND BEA BEA CREEK) IRON
PROJECTS

E08/2770I(Darnell Hill), E46/1084-I(Bustler Bore),E45/4619I(Bea Bea CreeK) are held 100%by wholly
ownedsubsidiaryKaili Iron Pty Ltd. All tenementsare granted Figure 2).
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Figure 2: Kaili Resourcegon projects showing iron orsines as brown diamond

The Mugarinya Community are yet to provide a budget for our proposed Work Program within the Bea Bea
Creek tenementAs the work programs for Bea Bea Creek and Bustler Bore will be carried out in the same
time period no field workor either project was completed in thep&arber Quarter. As the wet season will
impact onfield-basedexploration the next phase of field was planned for the June Quarter 2019.



YILGARN CRATON (GINDALBIE AND KOOKYNIE) GOLD AND IRON PROJECTS

E40/354(8 Mile Dam), E31/114-1 (Jungle Hill), E31/1113(Canegrass)E27/550(Holey Dam) and
E27/549(Gindalbiedam) are held 100%by wholly ownedsubsidiaryKaili Gold Pty Ltd. All tenements

are granted(Figure 3).
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Figure 3: Kaili Resoures WA Gold Projects
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Figure 4. Satellte Image with Eastern Goldfields Superterrae (green hatching)and
Kaili Gold tenementi red. Bluediamondsare operatingminesandyellowdotsare gold occurrences




JUNGLE HILL DRILLING

Results have been receiviat wholly ownedsubsidiarycompanyKaili Gold Pty Ltd s drilling on its Jungle
Hill explorationlicence (E311114) south easof Kookynie in Western AustraligFigures 5 and 6). The
Compary’s Delta Premim portdble XRF unit was used to collegtulti elementreading from every meter of
the drilling programand 4m corposte samples were seto the ALS geochemical laboratory fgold (Au)

only analysis Kaili Gold wassuccessfuin obtaining a WA Government gramtf $47K from the Cdlaborative

Drilling Program to patially pay for the direct driing costs at JungleHill. Table 2 shows all drillirg
information.

Significant resilts include:

3m @0.16% Cufrom 128 m to 130 nand1m@0.58% Zn from 110n in JHRCO7
1Im @ 0.91% As in JHRCO09

4dm @ 0.729ppm Au in JHRCO1
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Figure 5: Ground magnetic image (warm colothmgyh magnetics) showing the 7 drill
traverses located along thekin high magnetic zone

Thedrilling wastargeting a distctive NNW magnetic lineafedure associated with 4BIF” zone that at the
northernend d the 7 km trendwas 80m wide and devoid of gnificanttree coer (Figure 7), 0 in essence
was a geobotacal anomaly and observableon aeral phdograghs (Figure 8). As repated in preious

annauncemats suface rock sampling of the“BIF” zone retmed gweral iron (Fe) analyses >3%.

Thedrilling wasdesigned to test tHeBIF” Zoneat 50m and 100m below he surface, one ake the level of
oxidaion and one below(Figures 9 and 10) to test for loth theoccurrene of magnetie and hematite. At
depthsthe “BIF” zone comprisedprimaily magnetite a shown by theelevatedmagnetic suscepbility
readings.

In relation to théBIF” zones they wersgnificantly narrowerat depth and lower in grade:

Hole JHRCO7—-5m @180% Fe
Hole JHRCO08-5m @19.8%Fe
Hole JHRC03—-15m@ 18.5%Fe



In addition a 3m zone ofklevatedCu (3m @ 0.17%) occurselow the footwall of thé BIF” zone in JHREO7.

Table 2: Jungle Hill drilling collar data
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Hole_ID M Zone51 Zone51 Elevation (mASL) Dip |Azimuth| Actual Depth(m)
JHRCDO01 371233 6732906 452 -50 250 78
JHRCDO002, 371295 6732920 449 -50 250 132
JHRCDO03, 371520 6731958 464 -50 250 132
JHRCDOO04] 371583 6731988 461 -50 250 202
JHRCDO05| 372043 6731100 466 -50 240 167
JHRCDO06) 372081 6731122 461 -50 240 180
JHRCDO07| 372551 6730221 459 -50 240 138
JHRCDO08, 372605 6730248 456 -50 240 209
JHRCDO009, 372862 6729324 463 -50 250 78
JHRCDO10, 372915 6729343 461 -50 250 132
JHRCDO11] 373185 6728325 455 -50 250 72
JHRCDO012 373249 6728355 450 -50 250 137
JHRCDO13, 373680 6727390 437 -50 240 60
JHRCDO014] 373731 6727424 440 -50 240 132
1849
Precollar Actual Depth(m)
JCRCDD1 372550 6730227 459 -50 240 84
JCRCDD2 372041 6731102 466 -50 240 24
JCRCDD3 371520 6731963 464 -50 250 66
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Figure8 Aerial photographof thed . & Ck shglving the distinctivénear geomorpholgicalfeature
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Figure9 Drill secion JHRCOO7had 008showing down lole geochemistnand geolayy
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Figure10 Drill secion JHRC(®and 010 showing down hle geochemistrand geology




The mainresults fom the Jungle Hill dlling program are:
1 The depth of oxidation issbveen 40m and50 m

1 The footwall and hangingwall to the BIF isbasalt rather @n felsic volcanics as
observe belowthe zone of oxdaion. This is counter to mappg by theGoverrment and
field observations

1 The %Fe Blow the zone of oxidation is apprecigtbess than remrded at surfag from
previaus geochemical atyses

9 There is no sigificant goldor base metahineralsation in the system

CANEGRASS AND HOLEY DAM PLANNED DRILLING

Planning for drill teshg of severalgold structuralgeochemicatargets in the Canemgsand Holey Dam
tenementéas been compledeShallow grid basedacuumdrilling is now planned along &V lines with
vertical hole depths antiaped in the range of55m Figures 11and 12). Drilli ng in tentatively planned for
theJune Queer 2019 Approval for the drilling has beerecevedfrom theWA MinesDepartmentand a
heritage swrey is planned for therst week ¢ March
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Figure 11 Canegrass TenemeintAerormagneticimageshowing stucture and poposedvacuumdrill
traverses The red boas ae drill areas recently added to the RO
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Figure 12 Holey Dam TenemeintAerial image structure and proposed aircore ldiiaverses.

HALLS CREEK i (BLACK AND GLID DEN, CARRINGTON, SANDY CREEK AND WILD DOG)
COBALT/GOLD PROJECTS
E 08/51125113,5114 andb115

The Hals Qeek Project comprise4 granted tenementéd-igure 13) situatedwithin the NE-SW trending
Lamboo Province comprising4 tectonostratigraphi¢erranes— Western,Central and Eastern. The western
terrands postulatedo be anexotic crustalfragmentthat wasaccretedo the Kimberley Craton beford 900Ma
via northwesterly directedubductionEasterlydirected subductiofedto thedevelopmenbf anoceanic
arcatc. 1865Ma, outboardof the Kimberley Cratonthis initiated the formationof the Centrd Zone
EasternZonerocksareassociateavith a passive continentaimarginlinked to the North AustralianCraton. The
Central Terrane comprisea broadsuite of felsic to lessermafic rocks, the Sally DownsSupersuitewithin
which ocaurs a subsuiteof galbro to norite dominatedocksknown asthe Sally Malayand McIntosh Suites.
The SallyMalay nickelcopper suphide deposit lies athe baseof a small layeredintrusion enclosedwithin
granulite faciesgarnetcordierite paramigmaes and mafic granulatesnorite which host most of the
mineralizationare interpretedas a chilled borderzoneto theintrusion,into which settledan early separated
sulphide liquid. TheHall CreekProject is situatedprimarily within gabbroto norite racksof the McintoshSuite.

Highly regardedWA basedgeophygal consultancySouthern Geoscience Coltants have been &sked to
process and merge all availaldizborne magretic, radiametric, gravity and electromagnetic ata coverig the 4
tenenentsand prodwce a lithostructuralinterpretation. h addition targets will be geerated for field follow up.
Sydney ompany EarthAl has usel an Artificial Intelligence approdc to merge allpublicly avalable

geochemicalgeologtal andgeophysicatlatato gererate argets for field$ollow up.

Field-basedexplorationis plannedo commence in the June Quarter 2019
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Figurel3 Halls CreePRroject showinghe 4 grantedtenementlocated in thevicinity of Hall Crde

QUEENSLAND
CLARENCE MORETON BASIN (MARYVA LE) COAL PROJECT

EPC1506s held100%by wholly ownedsubsidiaryAPECCoal Pty Ltd

The Project is strategically locatadthe Claence Moreton Basin, 22n from the Port of Brisbane. The
Project is adjacent to the New @and Highway which connects theoject area with Toowoomba for a
distance of 7&m, from there coal may be transporfed 145km by the heavy haulage rail systéon export
through the Brt of Brisbaneg(Figure 14).

TABEZ2: INFERRED (ISRESOURESTIMATE

Thickness Inherent = Ash  Volatiles Density Tonnage
ResourcePolygon  Working Section Moisture = (ad%) (ad%) (RD) g
(m) 0 (Mt)
(ad%)
MaryvalelSGTotal BU3135 2.85 7.2 47.2 25.6 1.68 97

TABLB: EXPLORTIONTARGET OPENJTAND ISESTIMATE

Thickness Tonnage
(m) (Mt)

OpencCutTotal BU31BU35 3.3 80-105
ISGTotal BU31BU35 2.5 90-125

ResourcéPolygon ' Working Section

Table3 and4 1SG Resource and Exploration Target Estimétdaryvale Project
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Figurel4 Maryvale Project Location Map

Themaiden ORC 2012 compliant resource is managed by APEC Coal Pty Ltd, a 100% subsidiary of Kaili
ResaurcesLimited. The JORC Resource work was managed by Brisbane consultancy Geoconsult Pty Ltd
(“Geoconsult”), primarily i nc a01pdillingpragrangs. d at a a c «
Geoconsult staff has the relevant experience to be the competeon fior he preparation of the Resource

and Exploration Target&igure 15). Tables3 and4 summarise the Resource and Exploration Target
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Figure 15 Maryvale Project showing the ISG Resource and Exploration Targets



During the Quarter Kaili reviewed exploration to date with a view to expantmgurrent resource base
into the exploration target ar®al here was nbeld basel explorationin the Quarter

LICENCES STATUS

Pursuantto ASX Listing Rule 5.4.3 the Companyreportsas follows in relation to mineralstenements
(Table 5) held at the end of the Decembe018 quarterand acquiredor disposedof during that quarter
and their locations.Therewasno changen beneficialinterests under farsim or farmout agreemets.

Registered | Beneficial| Area
Granted |Tenement Name Commodity Region Holder Interest | km2 Expiry
9/03/2017 |E08/2770-]  Darnell Hill Iron WA - Pilbara Craton| Kaili Iron Pty Ltd  100% 67.2 | 8/03/2022
28/07/2016| E45/4619-] Bea Bea Creek Iron WA - Pilbara Craton| Kaili Iron Pty Ltdl 100% | 105.6 |27/07/2021
21/11/2016|E46/1084-] Bustler's Bore Iron WA - Pilbara Craton| Kaili Iron Pty Ltd ~ 100% 64.0 |20/11/2021
8/07/2016 | E40/354 8 Mile Dam Gold WA - Yilgarn Craton|Kaili Gold Pty Ltgd  100% 70.4 | 7/07/2021
30/05/2016| E31/1114(  Jungle Hill Gold WA - Yilgarn Craton|Kaili Gold Pty Ltdi 100% | 150.4 [29/05/2021]
30/05/2016| E31/1113 Canegrass Gold WA - Yilgarn Craton|Kaili Gold Pty Ltdi 100% | 108.8|29/05/2021
1/07/2016 | E27/550 Holey Dam Gold WA - Yilgarn Craton|Kaili Gold Pty Ltdi 100% 67.2 |31/06/2021
1/07/2016 | E27/549 | Gindalbie Dam Gold WA - Yilgarn Craton|Kaili Gold Pty Lt§  100% 25.6 |31/06/2021
13/05/2009| EPC 1506 Maryvale 1 Coal QLD - Surat Basin [APEC Coal Pty litd 100% 86.4 |13/05/2020
31/08/2018| E80/5112|Black and GlidderCobalt/Gold WA - Lamboo Provingéaili Iron Pty Ltd  100% | 102.4 |31/08/2023
31/08/2018| E80/5113| Carrington | Cobalt/Gold WA - Lamboo Provingéaili Iron Pty Ltd ~ 100% 51.2 |31/08/2023
31/08/2018| E80/5114| Sandy Creek | Cobalt/Gold WA - Lamboo Provingéaili Iron Pty Ltd ~ 100% 64 |31/08/2023
31/08/2018| E80/5115 Wild Dog Cobalt/Gold WA - Lamboo Proving&aili Iron Pty Ltd ~ 100% 70.4 |31/08/2023
1033.6|

Table5: Tenement schedule

(The information in the report abowe that relates to Edploration Reslis is based on information
compiled by Mr Mark Derriman, who is the / 2 Y LI €ahguléantGeologistand a member of The
Australianinstitute of Geosientists (1566).

Mr Mark Derriman has sufficient experiencethat is relevant to the style of mineralizationand type of

deposit under consideration and to the activities which he is undertaking to qualify as a Competent
Persoras definedn the 2012Editon of the AustralasianCodefor Reporting ofExplorationResults Mineral

Resourcesand Ore Reserves.Mr Mark Derriman consentsto the inclusionin this report of matters
basedon hisinformationin the form and contextin whichit appears.)

Dondhai Zhang
Chairman
3lstJanuary2019



