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ASX Announcement 28" September 2011

Poseidon Acquires New Tenement Rights

Poseidon Nickel is pleased to announce that it has entered into an earn-in agreement with
Magma Metals Limited (Magma) for nickel, copper and PGE rights to a large tenement
package adjoining its Windarra Nickel Project in the West Australian Goldfields. The new
tenements cover 203km? and include:

o tenements adjoining the Cerberus high grade nickel deposit which could include
potential extensions to currently known mineralisation;

e tenements to the south east which Poseidon believes could be host at shallow depth
to the South Windarra mine channel extension. Poseidon has previously advised
that is has evidence from soil sampling and seismic work completed recently of the
channel position and intends to commence exploration in this area; and

e adistinct parallel trending and geologically similar ultramafic to the highly productive
Windarra ultramafic. The Red Flag ultramafic has had limited nickel exploration to
date.

The combined tenements cover 443km? of ground, giving Poseidon access to almost the
entire lengths of the prospective Windarra Ultramafic belt and the parallel Red Flag
Ultramafic belt. This important addition to the Windarra Nickel Project gives Poseidon
access to a strike length of 63km (previously 24km) of nickel prospective ultramafic rocks.
Most importantly, Poseidon has access to the the tenure immediately south and east of the
Cerberus deposit as well as to the east of the South Windarra mine. Poseidon geologists
are confident that Cerberus has the potential to deliver parallel mineralisation which may
extend into, or be contained within, the tenenemnts surrounding Cerberus that Poseidon is
proposing to earn into. In addition, 3D modelling of the South Windarra mineralisation by the
company’s geologists indicates the system trends eastwards towards this newly aquired
tenure. The Company can now explore the known mineralised trends more efficiently and
not be limited by tenement boundaries.

An extensive LANDTEM geophysical survey which was previously completed over the Red
Flag Ultramafic unit has generated numerous electro-magnetic conductors, potentially
reflecting nickel sulphide mineralisation. Limited testing of the targets leaves a great
opportunity for Poseidon to apply its experience in nickel exploration to unlock the potential
of the largely unexplored Red Flag Ultramafics.

The nickel, copper and PGE rights on the tenements are currently held by Magma under a
concurrent rights agreement with Crescent Gold Limited (Crescent), the tenement holder.
The outline terms of the earn-in agreement are as follows:

o the Agreement is subject to a number of conditions, including Poseidon completing
satisfactory due diligence and execution of a formal farmin and joint venture
agreement. The conditions must be satisfied or waived within 40 business days of
the agreement being executed;

o from completion, Poseidon has an exclusive right to earn a 60% interest in the
nickel, copper and PGE rights to the tenements during the 3 year earn in period for
an expenditure of $3,000,000.
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e Magma will, following Poseidon earning a 60% interest and issuing a technical
report, have the right to make an election to either contribute its share to further
exploration expenditure or assign a further 20% interest (80% in total) to Poseidon;

¢ following the completion of a feasibility study on any project on the tenements and if
a decision to mine is made, Magma may elect to assign its remaining 20% share to
Poseidon in exchange for a 2.5% net smelter royalty. If Magma fails to make such
an election, it will be required to enter a formal production JV agreement and be
liable for its share of production expenditure; and

o Poseidon will have a first right to toll treatment or offtake of any nickel, copper or
PGE ore produced, under the agreement, from the tenements.

Poseidon CEO and Managing Director, David Singleton, said “The Windarra tenements
have already yielded a 110,000 tonne nickel resource, a brand new nickel ore body and a
number of other exploration targets. The acquisition of nickel, copper and PGE rights to the
new tenements will nearly double our exploration area and crucially include areas which
may cover potential extensions to the Cerberus and South Windarra ore zones. In addition,
the Red Flag ultramafic represents a new exploration zone with seemingly similar
characteristics to the Windarra ultramafic.”
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Figure 1: Laverton regional map showing Poseidon Nickel's existing tenure in green and the new
Magma Metals JV tenure in red. The tenements cover the Windarra and Red Flag ultramafic belts.
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Note: The information in this report relates to Exploration Results and Mineral Resources based on information compiled by Mr N
Hutchison who is a Member of The Australian Institute of Geoscientists and Mr | Glacken who is a Fellow of the Australasian Institute of
Mining and Metallurgy as well as a full time employee of Optiro Pty Ltd. Mr Hutchison and Mr Glacken both have sufficient experience
which is relevant to the style of mineralisation and type of deposits under consideration and to the activity which they are 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 Hutchison and Mr Glacken have consented to the inclusion in the report of the matters based on his
information in the form and context in which it appears.

The Australian Securities Exchange has not reviewed and does not accept responsibility for the accuracy or adequacy of this release.
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