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Since listing in mid-August 2007, Desert Energy Limited (“Desert
Energy”, “DSN”, “Company”) has continued to explore its large tenement
holding, discovering high grade uranium mineralisation on its Downs East
prospect. Downs East is located in the highly prospective north eastern
Murchison region in WA. This region is host to a number of significant
calcrete style uranium deposits such as Yeelirrie, Lake Way and
Centipede. The carnotite uranium mineralisation found at Downs East
was discovered when following up a strong uranium radiometric anomaly.
The radiometric anomaly, defined from a recent detailed airborne
magnetic-radiometric (“MagRad”) survey, is over 25km long and partly
under sand cover. The high uranium grades and long strike length
highlight the potential for Downs East to host a significant uranium
deposit.

The Company’s exploration methodology of re-flying its tenements with
detailed airborne MagRad has been validated by the uranium discovery.
The results from Downs East have demonstrated that, even though some
areas have extensive sand cover that may have masked deposits in the
past, there is good potential to find calcrete hosted uranium deposits
buried under cover within the Company’s land holding. Going forward, we
expect newsflow pertaining to results of other MagRad surveys, soll
sampling results from other projects, and the commencement of drilling at
Downs East. We continue to rate Desert Energy Limited as a
Speculative Buy.

Investment Highlights
Downs East

e High Grade Carnotite Found - Desert Energy has discovered high
grade carnotite uranium mineralisation at its Downs East prospect,
~70kms north east of the Yeelirrie uranium deposit. The
mineralisation was discovered during a soil sampling program
following up a significant MagRad anomaly. Grab samples of the
carnotite returned very high uranium grades including 2,610ppm U,
1,840ppm and 1,230ppm U.

The mineralisation is located on a strong 25km long radiometric
anomaly. Most of the anomaly is covered by sand, though the
carnotite was discovered in outcropping calcrete.

e Soil Sampling Program - Desert Energy has undertaking an
extensive soil sampling program over Downs East with the results
replicating both the shape and length of the radiometric anomaly.
The sampling program results will be used to target the follow up
drilling program, to which end the Company has already lodged
drilling approval applications.

Other Exploration

e MagRad Surveys - In addition to the MagRad survey over Downs
East and the previously released Charlie prospect, the Company has
completed surveys over another seven projects. The Company will
use these surveys to target soil sampling programs for potential
follow up drilling as it has done for Downs East.

e Soil Sampling - The Company has also completed soil sampling
programs on the Charlie, Cave, Downs West and Glenburgh
prospects. We understand results should be returned from these
programs in the next few weeks.
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Work Completed

Since listing in mid-August 2007, Desert Energy has progressed the exploration of its large tenement portfolio
with detailed airborne magnetic—radiometric surveys, ground reconnaissance, grab sampling and systematic
geochemical sampling.

The Company has completed low-level detailed airborne MagRad surveys on at least nine of its projects in the
Gascoyne and northern Yilgarn regions of WA. The surveys were aimed at generating significantly better quality
data compared to the historic Government regional data. The surveys are a targeting tool designed to enable
the definition of prospective radiometric anomalies with a view to generate areas for follow up geochemical
sampling and drill targets. The survey covered ~25,000 line km and returned very encouraging results over a
number of the projects. The Company has analysed and reported on only two these surveys in Downs East and
Charlie. The Company plans to review and release the results for the other areas over the coming months.
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The surveys over Downs East
and Charlie (Figure 1), both
returned excellent results with
the definiton of uranium
channel radiometric anomalies
of ~25km on each project. Both
projects are within ~70km of the
Yeelirrie uranium deposit (30Mt
@ 0.15% U3Og), the worlds
largest calcrete uranium
deposit, and several other
significant uranium deposits, all
of which were discovered in the
1970’s.

Figure 1: Downs and Charlie Projects
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Downs Project

The radiometric survey at Downs East was flown in two passes. The first survey was completed shortly after
listing and covered the western two thirds of the project, defining a strong linear 12km uranium radiometric
anomaly that was open to the north east. This survey was subsequently extended in November 2007, covering
the remainder of the project, which extended the uranium anomaly to at least 25km. Notably, a large portion of
the anomaly is covered by sand, which can typically mask such anomalies, indicating that the anomaly is either
very strong, or that the sand cover is relatively shallow.

On completion of the first survey, the Company followed up with ground reconnaissance of the radiometric
anomaly and discovered Carnotite uranium mineralisation. The carnotite mineralisation was located in isolated
outcrops surrounded by sand cover. A number of grab samples were taken from the area, returning some
exceptional grades including 2,610ppm, 1,840ppm and 1,230ppm U. The Company also undertook a wide
spaced soil sampling program over the western and central parts of the 25km radiometric anomaly. The results
from the sampling very closely replicated both the shape and length of the radiometric anomaly (Figure 2).

Figure 2: Downs East Prospect Radiometric Survey and Soil Sampling Results
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The two north eastern-most lines of the program had significantly higher results, which also correlates well with
the increasing strength of the radiometric anomaly in this area.

The radiometric anomaly appears to be continuous within a single palaeodrainage system, and DSN believes
that it has not been previously explored. Given the length of the anomaly, with corresponding high grade
uranium mineralisation at surface, as well as correlating soil sampling results, the Company believes that the
discovery at Downs East has the potential to be the first new significant calcrete uranium discovery in the region
since the 1970’s.

Following the sampling, the Company will commence a broad spaced drill program targeting ~14km of the
radiometric anomaly. To this end, Desert Energy has lodged statutory applications for drilling.

Other Projects

Following on from the successful exploration at Downs East, the Company plans to progress exploration at its
other projects using the same methodology by defining radiometric anomalies from the MagRad surveys, then
following up with ground reconnaissance and soil sampling to define drill targets.

To date, Desert Energy has completed MagRad surveys over its Minnie Creek, Yaragner, Lyons River,
Chesterfield, Berringarra, Lime Juice, and MacAdam Plains prospects, as well as the Charlie and Downs
prospects. Following on from these, the Company has completed soil sampling on the Charlie, Cave, Downs
West and Glenburgh prospects. Results are still outstanding from these programs but are expected soon.
Depending on results, as well as environmental and heritage clearances, we would expect some these
prospects to be also drilled as part the same campaign when Downs East is drilled.

Conclusions

The discovery of uranium mineralisation at Downs East is very significant for the Company. Given that the
radiometric anomaly is over 25km long, part of which is under sand cover, there is a strong potential for Downs
East to develop into a significant uranium deposit. Drilling of the anomaly will be keenly awaited by the market
given the large strike length and high grades encountered to date.

The discovery also highlights the value of re-flying the tenements with the detailed radiometric survey and
validates the Company’s exploration methodology. The methodology has highlighted that because sand cover
may have masked deposits from historic exploration, there is still excellent potential to find more uranium
mineralisation beneath this cover. We continue to rate Desert Energy Limited as a Speculative Buy.
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The author of this publication, Hartleys Limited ABN 33 104 195 057 (“Hartleys”), its Directors and their Associates from time to time may
hold shares in the security/securities mentioned in this Research document and therefore may benefit from any increase in the price of
those securities. Hartleys and its Advisers may earn brokerage, fees, commissions, other benefits or advantages as a result of a transaction
arising from any advice mentioned in publications to clients.
Hartleys has completed a capital raising in the past 12 months for Desert Energy Limited ("Desert") for which it received fees. Hartleys has
also provided corporate advice within the past 12 months and continues to provide advice to Desert, for which it received fees and continues
to receive fees. Hartleys was Broker to the Offer in respect of the Desert Initial Public Offer, for which it received fees. Hartleys, its

Directors and Associates hold a beneficial interest of 1% in the securities of Desert.

Any financial product advice contained in this document is unsolicited general information only. Do not act on this advice without first
consulting your investment adviser to determine whether the advice is appropriate for your investment objectives, financial situation and
particular needs. Hartleys believes that any information or advice (including any financial product advice) contained in this document is
accurate when issued. Hartleys however, does not warrant its accuracy or reliability. Hartleys, its officers, agents and employees exclude all
liability whatsoever, in negligence or otherwise, for any loss or damage relating to this document to the full extent permitted by law.



