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KEY POINTS

Superior recommended takeover offer launched for
North Queensland Metals

Los Santos tungsten project achieving targets
Excellent ongoing drilling results at Pajingo

Testing at Moberly Silica Project confirms frac sand (API
guality material) can be produced

Founders’ Plan terminated

For the period ending
30 June 2010 (unaudited)

The Managing Director, Mr Kevin Robinson said,

“Operationally we have achieved our goals with Project 65/65 at
Los Santos with the added benefit of a very high quality
concentrate now being produced. The tungsten market continues
to tighten with prices up nearly 10% over the quarter — a great
time to be a producer.

Production from the industrial minerals business in Canada is well
in excess of our budget projections, with particularly strong
demand for barite from the increased drilling activity for oil and
gas in western Canada.

Pajingo put in a reasonable production performance, coupled with
very good exploration results. We remain very focused on our
North Queensland Metals (NQM) Board recommended takeover
of NQM. Only Heemskirk through its current ownership of 40% of
Pajingo, can offer 100% of the Pajingo operation in one company
which will be a major benefit for all shareholders.”

Group Safety

Group safety performance improved with a reduction in LTIFR to 27 (from 34 in
Quarter 2 and 39 in Quarter 1) with one LTI recorded across the group. This is
an encouraging trend and reflects the efforts of our personnel in adopting the
“no job is so important” approach to risk management.

Pajingo Joint Venture (HSK 40%)

Gold production (100%) for the quarter was 13,299 ounces at a cash cost of
$831 per ounce, compared with the previous (March 2010) quarter of
14,622 ounces at a cash cost of $700 per ounce. Heemskirk’s average gold
price received for the quarter was higher at $1,366 per ounce ($1,221 previous
quarter) delivering an improved cash margin of $535 per ounce ($521 previous
quarter).

Gold production for the nine months YTD is 41,427 oz, at a cash cost of $756
0z.
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Productivity was hampered by high equipment downtime, particularly with the narrow vein loaders. This restricted
production from high grade narrow ore sources impacting the target ounces for the quarter. Delivery of a second
single boom jumbo in July will improve this situation.

Table 1: - Pajingo performance data*

30 Jun-10 31 Mar 10 31 Dec 09 ‘ 30 Sep 09
Development (m) 965 1082 1,217 1,196
Mine Production (t) 83,987 64,339 73,894 91,588
Mine Grade (g/t) 6.0 6.4 6.9 4.8
Mill Production (dry t) 70,485 71,220 72,396 89,813
Mill Grade (g/t) 6.1 6.6 6.1 4.9
Recovery (%) 95.8 96.9 95.9 95.7
Gold Produced (0z) 13,299 14,622 13,503 13,540
Cash Cost AUD/oz 831 700 741 705
ATotal Cost AUD/oz 1,021 953 985 902
Silver Produced (0z) 13,015 21,703 26,724 18,421

*Heemskirk 40% equity
As provided by the Manager

Mill throughput has been increased preparatory to commencement of open pit ore milling. This higher
throughput, on just the primary mill, allows campaign operation delivery unit cost savings in power and grinding
media consumption.

The success of the single boom jumbo in mining narrow vein orebodies delivering reduced dilution has prompted
the purchase of a second machine. Two narrow haul dump (LHD) units have arrived and will replace two less
productive units currently in service. The two twin boom jumbos will concentrate primarily on capital development
work.

Capital development, of 595m, was down on schedule. Several planned headings were unavailable due to
diamond drilling which was prolonged by the success in encountering the Faith ore zone.

Capital development on the 767 Level comprised one of two access drives providing access for delineation
drilling of the Zed, Sonia, Bunty and now Faith ore bodies. Delineation drilling has now commenced on the Zed
Sonia and Faith zones.

In the quarter, 24% of ore was sourced from development and 76% from stoping. This is the approximate ratio
required to maintain advance development of new stopes. Development work in the Jandam Deeps progressed
well though completion of the ventilation circuit.

Delays on receiving environmental permits have set back development of the Janet A open pit by almost two
months. The delays are all due to departmental administrative processing. The mining contractor will be
mobilised once approvals are available. The pit is designed to extract a Probable Reserve for 10,4000z gold in
2010/2011.

At Twin Hills, work on a feasibility document for consideration by the Joint Venture partners is expected to be
concluded in August.

Exploration Results

Excellent exploration results were released during the quarter (see ASX Releases 1 July and 27 July 2010).




HEEMSKIRK )))
Quarterly Report ) 30 June 2010 (naudited

These results, which included high-grade intercepts of 4m @ 60.7 g/t and 3.8m @ 49.9 g/t, confirm that the
eastern extensions of mineralisation in the main ore corridor are of high grades.

Delineation drilling at Zed and Sonia is designed to reduce the hole spacings to approximately 20m x 20m
enabling mineralisation to be upgraded from Inferred category to Indicated category. This will subsequently lead
to better stope design and additions to ore reserves. The information gained will also enable optimal positioning
of future development.

Los Santos Tungsten (100%)

During the quarter, the key operational focus was on the completion and commissioning of the works associated
with Project 65/65 (65 tonnes per hour mill throughput and 65% metallurgical recovery).

As previously announced (2 June 2010), the Project was successfully completed with the recommencement of
production followed by first shipment of concentrate prior to the end of the quarter.

The key elements of the rebuild included a regrind circuit and increase in capacity and flexibility of the gravity
recovery circuit. This involved the installation of a ball mill for regrinding, a 130% increase in the number of
installed spirals and an almost 3 fold increase in gravity tables.

A simplified process flow sheet is shown below:
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Figure 1: - Los Santos Processing Flow Sheet

A rapid ramp up in plant performance was achieved with the targeted throughput rate of 65 tph achieved within
days of restarting production. Routinely shifts operate at an average of 70 tph, with daily and weekly tonnage
records having consistently been exceeded. Recovery of tungsten to concentrates continued to improve and post
the quarter, averaged 64% in July with scope to improve further as the plant settles down.
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Another notable achievement has been the quality of the concentrate produced. Whilst the specification for
contracted concentrate is a minimum grade of 68% WO3 in concentrate; the concentrate grade is regularly above
72% WO3. This has a direct positive impact on transport costs and increased value for the product shipped.

Sanchez y Largo (SyL), the new mining contractor, mobilised during the quarter and commenced mining activities
in the Los Santos Sur pit. Their demonstrated capabilities in blasting practices, pit floor control and general
housekeeping has seen a substantial improvement in equipment utilization and efficiencies. Grade control
practices have been improved with a, yet to be quantified, reduction in ore dilution and losses. Importantly, there
has been a reduction in unit rate costs of between 10% and 30% from previous contract rates.

Production focus toward the end of the quarter has shifted to the Las Cortinas West pit, as planned, resulting in
higher feed grades delivered to the plant. This has resulted in a significant shift in the quantity of concentrate
seen in circuit and recovered to final concentrate. Subsequent to the end of the quarter, the Company
announced that tungsten concentrate production continued to improve with above design performance (see ASX
release dated 28 July 2010) with throughput well over 65 tonnes per hour and recoveries averaging 64% in July.
Production is continuing to increase and is on track to achieve key targets in the September Quarter. The table
below reflects operation during commissioning period, mainly for the month of June and does not reflect the
increasing performance as recorded in July.

Table 2: - Los Santos Production Statistics
Jun Mar
Qtr 2010 Qtr 2010
Ore treated (tonnes) 34,119 53,416
Concentrate produced (tonnes) 13 34

Los Santos Corporate

As previously reported, the Company has received corporate interest in the strategic Los Santos Tungsten
Project from a number of groups. Ernst & Young Transaction Advisory Services Limited (EY) have been engaged
to act as Corporate Advisor in relation to Los Santos.

Whilst focused on increasing production from the Los Santos Project and re-establishing it as potentially one of
the world’s top four producers (outside of China), Heemskirk believes its strategic value has been recognised by a
number of tungsten industry participants.

A number of participants in this process have attended site inspections to further their knowledge and
appreciation of the Los Santos Project. Several additional parties will also participate in site visits during August.

Table 3: - Schedule of Mineral Tenements Spain
Description Tenement Number
Investigation Permit 6606
Investigation Permit 6607
Mining Concession 6133

Heemskirk Canada — Industrial Minerals (100%)

Very strong production was recorded in the June quarter which is generally the weakest period for the Canadian
operation as the oil and gas patch activity in Western Canada wanes due to seasonal weather factors (Spring
melt). However, this year activity was well above budget forecasts with very strong demand for drilling products
(principally barite).




HEEMSKIRK ’))
Quarterly Report ) 30 June 2010 (naudited

By way of comparison, production volumes were up approximately 250% over the previous corresponding period
to 9,183 tonnes.

The active drilling rig count which is a key industry indicator, only touched lows for a very short period in April at
115 and increased to 258 in May and 374 in June. The early strong rebound is related to greater activity levels
and some industry restocking. This is continuing strongly into the next quarter. Based on the current order book
and recent sales, the budget performance for July and August should be signifcantly exceeded.

Table 4: - Operational Performance Summary Canada
June June
Qtr 2010 Qtr 2009
Canada Industrial Mineral Production
(Tonnes) 9,183 3,692
Canada Mineral Production Gross Revenue 18 0.6
(C$M) : ’

On the business development front, work at our Moberly Silica operation over the past quarter has yielded some
very positive outcomes.

Management has completed initial testing of its Moberly silica sand for its potential use as a proppant in the
Hydraulic Fracturing (Frac Sand*) market in Western Canada. An APl (American Petroleum Institute)
specification product has been achieved. The Frac Sand market is a strong growth area in the oil and gas sector
for Western Canada with demand and hence volumes continuing to increase as new fields are being opened up.
Test results, from Proptester® Inc., for a 40/70 sand sample confirmed an ISO 13503-2 passing proppant. The
tests were completed on run-of-mine material provided without any beneficiation processing. Process testing is
now underway to evaluate appropriate design and plant modifications for the Moberly operation. Initial market
assessments and responses have been very positive.

The Moberly plant is located on a rail siding west of Golden, British Columbia and on the Trans-Canada highway,
providing superior logistics to service increased activity in the Western Canadian Oil and Gas industry, particularly
the Horn River and Montney basins with growing demand for 40/70 and 100 mesh proppant grades. Subject to
the abovementined design and contract steps, Moberly is well positioned to supply Frac sands for years to come,
with a proven reserve of more than 16 million tonnes and identified resource of over 36 million tonnes in place.
The resource is still open. The Moberly mine is wholly owned, permitted and currently operating.

* To improve production from oil and gas wells, sometimes pressure is used to fracture the rock formations to allow better flow of the
hydrocarbons to the wellbore. When the pressure is removed, however, the fracture that was created closes back up which dramatically
diminishes the effectiveness of the fracture.

Frac sand is sand that is pumped into the well during the fracturing operation. Since the sand is carried along with the fluid into the fracture, it
will remain in the fracture when the pressure is removed, keeping the fracture propped open and allowing a good means by which the
hydrocarbons can flow to the wellbore.

The fractures that are produced are usually vertical, which presents a problem. The sand is heavy and would tend to settle to the bottom of
the fracture, keeping the bottom open, but allowing the top to close back up.

The frac fluids are designed to flow well and carry the sand during pumping, but then change to more of a gel when pumping stops, holding
the sand in place until the fracture closes, trapping the sand between the rock layers. After that, the frac fluid decomposes and will flow again
so that it does not obstruct the flow of hydrocarbons, but the sand has been trapped by the rock and keeps the fracture propped open.
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Figure 2: - Photograph Moberly 40/70 Frac Sand illustrating shape

Table 5: - Schedule of Mineral Tenements Canada
Description Tenement Number
Cache Creek 331422

Ralf#1 338588

Contact 213089

Sandy 213090

Pax 213099

Access 1 213195

Moberly Pit 344488

Solar 576995

Corporate

Takeover

On 5 July 2010 Heemskirk launched an off market, all scrip takeover offer for North Queensland Metals Limited.
The ratio is 1.2 Heemskirk shares for every North Queensland metals share. It has the full recommendation of
the non conflicted North Queensland Metals Board.
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Summary details are as follows:
Superior leverage to Pajingo

Subject to HSK acquiring 100% of NQM Shares, NQM Shareholders
will be exposed to 100% of the Pajingo operation and have an
effective attributable interest in Pajingo of 60.4%. At present, NQM
Shareholders hold a 60% interest in Pajingo®.

Only Heemskirk Consolidated, through its current 40% project
ownership, can deliver a 100% interest in the Pajingo project.

By comparison, should the alternative bid succeed, NQM
Shareholders’ attributable interest in Pajingo would be diluted down to
approximately 12%°.

Acceptance of the alternative bid may also expose NQM
Shareholders to Conquest’s undeveloped Mt Carlton copper arsenic
gold project.

A superior company. The combination of HSK and NQM will:

create a unified, gold-dominated company with 100% ownership of
Pajingo;

have strong operating cash flow combined with a substantial position
in cash and liquid investments exceeding $20m?;

potentially increase share liquidity and, in turn, provide greater access
to capital markets; and

diversify asset risks with the combined entity having two additional
fully owned operating businesses in tungsten and industrial minerals.

The Offer is subject to a number of conditions which have been set out in the
Bidder’'s Statement.

The Offer is scheduled to close at 7.00pm on 27 August 2010, unless extended.
Founders’ Plan

As previously announced (ASX release of 28 July 2010) the Heemskirk Founders’
Plan has ended and a settlement agreed with no net cash outflow for the Company.

1. In addition to Pajingo, NQM Shareholders also gain exposure to HSK’s other assets, cash reserves
and the HSK Convertible Notes in respect of which HSK is due to make redemption payments in April
2011 for up to $29.1 million in aggregate .

2. The calculation assumes conversion of all Conquest options into Conquest shares and the
conversion of all NQM Options, as a result of the completion of the Conquest Offer, into Conquest shares
based on the conversion ratio under the Conquest Offer. If under the Conquest Offer, Conquest
successfully acquires 100% NQM Shares, NQM Shareholders will also gain exposure to Conquest’s other
assets and cash reserves, in addition to its principal Mt Carlton asset.

3. Includes the sum of $5.5 million that has been lodged as the environmental bond for the Pajingo Gold
Mine in the following proportion — NQM $4.1 million and HSK $1.4 million. This sum of $5.5 million must
be held as security for the environmental bond and is not available until alternative security is provided.
Taking into account the environmental bond sum, the net cash position of the Combined Entity is
approximately $20 million.
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APPENDICES

Resources and Reserves June, 2010

The Reserves and Resources for the Pajingo Joint Venture have been re-calculated as at 30 June 2010 by the
Manager. The information is provided for completeness. The outcome has seen the Reserve plus Resources for
the Pajingo Mine increase to more than offset the production from the mine since March 2009 again indicating the
ongoing production capacity of the mine. Reserves plus resources were up by 354,383 oz, even after production
of 65,765 o0z. since March 2009 (date of the last Resource assessment).

30 June 2010 Reported Reserve (100% basis)

Proved Probable Total
Au Au Au Au Au Au

TONNES glt (0z's) TONNES glt (0z's) TONNES glt (0z's)
Underground
Bell Vein 36,024 10.07 11,662 36,024 10.07 11,662
JD (Jandam) 72,963 6.08 14,255 72,963 6.08 14,255
VS (Vera South) 17,020 8.64 4,727 17,020 8.64 4,727
VSD (Vera Sth Deeps) 19,463 4.79 2,997 13,758 551 2,437 33,221 5.09 5,434
VSV3 (Vera Sth vein 3) 48,753 5.63 8,829 48,753 5.63 8,829
Veracity (VC) 47,546 5.47 8,365 47,546 547 8,365
Cindy 17,107 5.68 3,122 17,107 5.47 3,122
Faith
Zed East (ZE)
Sonia
Zed West (ZW)
Bunty
Twin Hills Underground in
Preparation
Sub-Total 36,483 6.59 7,724 236,151 6.41 48,670 272,634 6.43 56,395
Open Pit
Janet A 100,000 3.30 10,610 100,000 3.30 10,610
Venue 130,000 3.30 13,793 130,000 3.30 13,793
Sub-Total - - - 230,000 3.30 24,402 230,000 3.30 24,402
Twin Hills Open Pit* 842,000 3.40 92,000 842,000 3.40 92,000
TOTAL 36,483 6.59 7,724 1,308,151 3.92 165,073 1,344,634 4.00 172,797
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30 June 2010 Mineral Resource (excluding Ore Reserves)

Measured Indicated Inferred Total
Au Au Au Au Au Au Au Au
TONNES g/t (0z's) | TONNES g/t (0z's) TONNES glt (0z's) TONNES glt (0z's)
Underground
Bell Vein 32,151 5.98 6,181 22,725 5.98 17,500 54,876 5.98 10,551
Veracity (VC) 33,454 9.98 10,734 8,400 7.70 2,100 41,854 9.52 12,814
Cindy 33,193 9.05 9,654 33,193 9.05 9,654
Faith 61,729 8.89 17,643 61,729 8.89 17,643
Zed Sonia 484,805 7.96 124,072 | 484,805 7.96 124,072
Zed West (ZW) 17,000 12.40 6,778 202,676 10.20 66,465 219,675 10.37 73,243
Bunty 90,000 10.71 31,000 90,000 10.71 31,000
Sub-Total
Underground - - - 82,604 8.92 23,694 903,527 8.79 268,434 | 986,131 8.80 278,976
Open Pit
Janine 126,212 3.10 12,579 0 0.00 0 126,212 3.10 12,579
Vera North Upper 124,600 2.63 10,500 124,600 2.63 10,536
Nancy North 175,500 3.26 18,400 175,500 3.26 18,394
Sub-Total Open Pit - - - 126,212 3.10 12,579 300,100 3.00 28,900 426,312 3.03 41,509
Twin Hills
309 Deposit open pit 797,000 1.30 34,000 166,000 1.40 7,000 963,000 1.30 41,000
309 Deposit
underground 269,000 3.90 34,000 650,000 3.90 82,000 919,000 3.90 116,000
Lone Sister 540,000 4.10 71,000 | 280,000 3.40 31,000 200,000 2.80 18,000 | 1,020,000 3.70 120,000
Sub-Total Twin
Hills 540,000 4.10 71,000 | 1,346,000 2.3 99,000 | 1,016,000 3.3 107,000 | 2,902,000 3.0 277,000
TOTAL 540,000 4.10 71,000 | 1,554,816 2.71 135,273 | 2,219,627 5.67 404,334 | 4,314,443 431 597,486

Competent Person Statement

The information in this report that relates to Mineral Resources and Probable Reserve on the Twin Hills project is based on information
compiled by Mr Peter Brown, who is a Member of Australian Institute of Geoscientists. He is a full time employee of North Queensland Metals
Limited Mr Brown has sufficient experience which is relevant to the style 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 for Reporting of Exploration Results,
Mineral Resources and Ore Reserves.. Mr Brown consents to the inclusion in the report of the matters based on his information in the form
and context in which it appears.

The information in this report that relates to Janet A. is based on information reviewed by Malcolm Wyburn, who is a Fellow of the
Australasian Institute of Mining and Metallurgy. He is a full time employee of Wyburn Mining Services. Malcolm Wyburn has sufficient
experience which is relevant to the style of mineralization and to the activity which he is undertaking to qualify as a Competent Person as
defined in the 2004 Edition of the Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves..Malcolm
Wyburn consents to the inclusion in the report of the matters based on his information in the form and context in which it appears.

The information in this report that relates to Pajingo Reserves and Resources is based on information compiled by Jason Butler, who is a
Member of the Australian Institute of Mining and Metallurgy. At the time of production Mr Butler was a full time employee of North Queensland
Metals Limited. Jason Butler has sufficient experience which is relevant to the style 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 for Reporting of Exploration Results,
Mineral Resources and Ore Reserves.. Mr Butler consents to the inclusion in the report of the matters based on his information in the form
and context in which it appears.




