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The

Outstanding High-Grade Tungsten results add
new dimension to Daehwa Project

Di

rectors of De s e r Desekbiontlees
fiCompanyo) are delighted to provide a further update on2013
exploration drilling at its Daehwa Project in South Korea

HIGHLIGHTS

T

The assaying byKorean Resources Corporation (KORES)
selected intervals from the last two drill hotefsthe fourdrill
holes completed during th013 drill programme has
identified medium to high grade molybdenun{Mo) and
tungsten (W) mineralisation associated with narrow que
vein structures located down dip of historically miléd and
W lodes. Selected intervals from theskill holes are show

below

Drill Hole DWO001 2013
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053m @ 2.6480 Mo from 46.03m
0.31Im @ 0.4% Mo from 54.73m
12.34m @ 0.12% Mo from 72.08m
0.09 @ 1.15% Mo from 89.8m
0.12m @ 4.19% W from 138.91m
0.1m @ 12.4% Mo from 177.3m
0.1m @ 1.83% Mo from 191.05m
0.62m @ 0.36% Mo from 223.53m
0.15m @ 0.85% Mo from 241.95m
0.09m @0.41% Mo from 246.27m
0.34m @ 0.26% Mo from 294.26m
0.09m @ 4.63% Mo from 319.05m
0.37m @ 0.29% Mo from 380.69m
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Highlights (continued from page one)
1 Drill Hole DW002_2013

0.4m @ 016% Mo from 74.78m

0.83m @ 0.89% Mo from 86.29m

0.1m @ 0.47% Mo from152.48m

0.07m @ 1.04% Mo from 152.72m

0.79m @ 0.01% Mo and 0.16% W from 154.05m
0.1m @ 0.59% Mo from 155.41m

0.35m @ 4.38% W from 267.52m

0.22m @ 0.22% Mo and 0.02% W from 274.53m
0.25m @ 1.27% Mo from 312.54m

0.11m @ 0.6% Mo from 382.69m

0.22m @ 0.95% M from 404.2m

0.15m @ 1.62% Mo from 426.63m

0.4m @ 0.18% Mo from 456.6m

0.54m @ 0.44% Mo from 463.89m

O O OO OO oo o o o o oo

(The significant assay results from the KORES sampling are summarised in Tables 1 & 2. A fi
summary of the assay results is included herewith in App@ndrhe detailed logging by SMCL
of these two drill holes is in progress. SMCL plans to undertake a comprehensive half cor
sampling programme on the core from thesedwb holes once detailed logging is complejed.

Commenting on the drilling resslto date, Managing Director Chris Rashleigh noté@hese additional
KORES assayesultsfurther expand the number of narrow high grade Mo and W intercepts achieved to
date at Daehwa. The exceptionally high grade W results from kb#sedrill holes(0.12m @ 4.19% W
from 138.91min drill hole DWO001 2013and 0.35m @ 4.38% W from 267.52in drill hole
DWO002_2018igure 1)) provide further encouragement that in addition to the Mantersections
potential significant additional Wmineralisation may also balefined.Theseassayscoupled with earlier
results help expand the Company's confidence that a significant resource amenable to narrow vein style
underground miningmaybe defined at DaehwaHistorically, mining efforts wereconcentrated along the
spineof a north-south trending ridgewith aditsdriven into the flanks of the ridgeor southwards along
strike from the northern end of the ridgeDesert via its wholly owned Korean subsidiarpas received
necessary approvals for refurbishing the adits aadcoping stug into the optimal development plais
currentyunder way o .
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Figure 1: Photograph of the exceptionally high grade intercepd. @4.38% W from 267.52m irdrill
hole DWO@_2013 showing thdark brown/blackcoarsewolframitecrystals andyolden chalcopyrite
crystals

DAEHWA PROJECT

The Daehwa Project is located about 100 km southeaSeadl in Chungbuk Province ine@tral South
Korea (Figure2). The Daehwa Project contains two former narrow vein undergrblmdnd Wmines,
Daehwa andonsan. Mining activity at Daehwa/Donsan commenced in 1904 and the mines operated sen
continuously through until I when the operations were placed on care and maintenance before finall
closing in 1984 due to declining commodity pricé&ecent drillirg confirmsthatthe mineralisation extends
well below and into the hangingwall of the historic workings.

Past exploration at Daehwa/Donsan included limited diamond drilidd, samplingand underground
mapping, onlypartial recordsof this prior works ee available to Desert. The project received a major
impetus in 2010 whelKORES a South Korean Government authority charged with the support and
development of domestic and overseas mineral resources commenced exploration activities on behalf of
thenowners of the Daehwa Project. This work has included several phases of diamond drilling to assess
potential of the molybdenum/tungsteMd/W) mineralisation.

Page 3 of 35



During a four month period from mid April to August 2013, KORES and SMCL jointly fundedralrill
hole 1940m diamond drill programme at Daehwa. This programme was primarily aimed at completin
additional drill holes on the drill sections examined during the earlier 2012 drill campaign.

The drilling over the last 2 field seasons has ta&djghe down dip extensions of the historically mined
lodes. The drilling completed on two sections has confirmed the down dip continuation of the Mo and \
bearing lodes to a depth at least 250m vertically below the levels of historic mining.

The Mo/W mneralisationforms a stockworlconsising of numerous veins that vary from sub millimetre
scale to 0.6m in width and strike can be traced for over 1km in places (B)guRecent examinations of a
number of the historic underground workings indicateohiststoping activities primarily focussed on the
steeper easterly dipping Mo and W bearing veins. In places, limited stoping has also been completed
narrow flat to westerly dipping Mo vein structurélp to 20 of the more significant veins identifieddate

have had some degree of historical development over the life of the mines, with development recor
suggesting up to teof theveinsbeing the main focus e historicmine production. All the recent drilling

at Daehwa has been from drill padsaéfished on the eastern side of a naath trending ridge which
hosts the Daehwa mineralisation (Figl)e Recently completed surface mapping has identified historic
workings and trenching across the entire strike of the Da&yamsan ridge. In sevdrplaces, mineralised
veins were observed in surface outcrops.

The major ore minerals at Daehwa are molybdenite, wolframite, powellite and scheelite with minor amour
of chalcopyrite, sphalerite, galena, cassiterite and bismuthinite within fissurg fjlliartz veirstockwork.

All the intervals analysed by KORES were selected for sampling by KORES geological staff. SMCI
personnel completed the core cutting and sampling. Samples were then dispatched to the KORES labora
in Seoul for analysisThe siguificant assay results aoeitlined in the opening section of this announcement
andalso summarised inables land2. Thefull list of the KORESassayresultsareincludedas Appendix2

of this release.
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Figure 2: Daehwa Project Location Map
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Figure 3: Sketch Geology Plan showing location of drilling in relation to known historic workings
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