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Activities Report for the quarter ending 31 Decembe  r 2011

The Director’s of Regal Resources Limited (“Regal” or “the Company”) present their quarterly report
for the period ended 31 December 2010.

Underground Coal to Liquids (“UCTL")

Highlights:
UCTL joint venture company formed
Joint venture company to proceed with international patent lodgements
US technology group advising on validation pathway

During the quarter, Regal announced that in conjunction with Forbes Oil and Gas Pty Ltd (“Forbes”), a new
special purpose company had been incorporated, UCTL Pty Ltd which, subject to a number of conditions
detailed below, is owned and retained on a 50/50 basis by Regal and Forbes. UCTL Pty Ltd will have an
exclusive license from Forbes to develop and commercialise the UCTL and W10 technologies and will pay
a 2% royalty to each of Forbes and Regal. The restructure of the license agreement is significant for Regal
as it enables both parties to work together as joint beneficiaries in developing and commercialising both
technologies while also being a direct beneficiary of potential royalty income in the future. The previous
license between Regal subsidiary Magma Oil Pty Ltd and Forbes has been terminated, with the
commercialisation and royalty commitments superseded by the above new arrangements.

Over the last two months a specialised US chemical engineering and technology consultants company, C
& C Engineering, has carried out a detailed review of the UCTL technology. C & C Engineering has
significant experience with coal gasification and hydrocarbon process engineering. The study included an
extensive literature review of key facets of the UCTL technology and mass and energy balances of the
process. The review concluded there is significant merit in continuing to develop the technology. As a
result of this review UCTL Pty Ltd intends to commission C & C Engineering to design and conduct
laboratory-based proof-of-concept tests on specific aspects of the process, focusing on validating the
conversion of coal to liquid hydrocarbons via the use of supercritical water. Upon completion of the tests a
decision will be made on further work at the Oak Park piloting facility.

The proposed proof-of-concept test program will comprise phase 1 and phase 2 with Regal having a right
to fund both phases to earn its 50% equity in UCTL Pty Ltd. If Regal notifies Forbes of its intention to
withdraw from funding either phase, Forbes will have an option to purchase Regals equity via paying two
times expenditure and accrued interest within three months of being notified. Regal will retain its 2%
royalty entittement on any commercial quantities of hydrocarbons produced from the UCTL and W10
technologies, providing long term value if the technology is commercialised.




These two initiatives better position Regal to manage its commitment to UCTL commercialisation, whilst
ensuring a significant share of value if the technology proves viable.

As a result of the positive review by C& C Engineering, UCTL Pty Ltd has commenced with instructions to
lodge international patents in the following countries:

Australia

Canada

India

New Zealand

European Union

Japan

United States of America
China

UCTL Pty Ltd may seek protection in additional countries pending further outcomes of the technology
development.

Enhanced Biogenic Methane Ltd

During the quarter, Regal entered into an agreement to purchase 100% of the issued capital of Enhanced
Biogenic Methane Ltd (“EBM”) via the issue of 40 million ordinary shares and subject to shareholder
approval.

Regal's 100% purchase of EBM was from three existing vendors being Transol Corporation Limited
(“Transol”) (ASX:TNC), Energy Infrastructure and Resources Limited (“EIR") and Mare E Monte Pty Ltd.

Consideration for the purchase from Transol (a company of which Mr Edgar is a director and indirect
shareholder) was via the issue of 20 million shares in the issued capital of Regal for 50% of EBM. Regal
also assumed the commitment to advance up to $500,000 to fund EBM, of which $200,000 has been
loaned by Transol to date. Regal paid Transol $200,000 and received an assignment of the existing
$200,000 loan. In accordance with a pre-existing agreement, Transol retained a 2.5% royalty on well head
production from commercial quantities of methane produced from the use of extraction techniques related
to BME technology under the terms of the licence.

In addition, Regal also agreed to purchase from EIR (a company associated with two directors of Regal,
Mr Gillespie and Mr Cooper) and Mare E Monte Pty Ltd, the remaining 50% of EBM. Shareholder
approval was sought at the Annual General Meeting to issue 20 million shares to EIR (14 million) and
Mare E Monte Pty Ltd (6 million) as full consideration for the purchase. In accordance with a pre-existing
agreement, an entity associated with EIR and Mare E Monte Pty Ltd will jointly retain a 2.5% royalty on
well head production from commercial quantities of methane produced from the use of extraction
techniques related to BME technology under the terms of the licence.

This transaction enables Regal to focus on applying the EBM technology at its Oak Park Pilot Site, located
within EL 4507 to the west of Melbourne where there is evidence of substantial quantities of brown coal to
which the EBM technology may have a commercial application. Regal holds 1407km? of tenements in
Victoria (EL4507 and EL4510) containing approximately 10 billion tonnes of non-JORC brown coal.

During the quarter, EBM advised it was close to securing regulatory approvals for the proposed pilot
at Oak Park. Formal submissions for a Work Plan Variation approval were lodged, with approval
granted by the Environmental Protection Authority and approvals were expected shortly from the
Department of Primary Industry and Southern Rural Water.




A work-over of the pilot well, requiring installation of stainless steel screens at the 20 metre thick coal
seam, is underway. Design and fabrication for the surface infrastructure has been completed and will
be installed once the well work-over is complete.

Current planning is targeting pilot commencement at the end of January. The pilot will involve the
stimulation of microbes within the 20 metre thick coal seam to produce methane gas. The trial will
cover three phases to examine specific aspects of the technology, with each phase planned to run for
a minimum of 45 days.

Agreement to acquire highly prospective gold projec t in the Democratic Republic of Congo
Highlights:

Regal to acquire (subject to completion of due diligence) 70% interest in the South Kivu Gold Project,
which covers a total of 3,650km? and is located in east central Democratic Republic of Congo. Regal
has an option to purchase a further 20% interest to go to 90%

Project in the same geological setting as the Banro and Kilo-Moto gold deposits

Significant gold target areas identified from previous stream sediment, rock chip and soil sampling and
trenching

Good potential for discovery of continuation of mineralisation from Banro's Namoya and Lugushwa
deposits

Key target areas have not been previously drill tested

Tenements have significant artisanal tin mining operations potential for alluvial and hard rock tin
exploration

South Kivu Project

During the quarter, Regal advised that it had entered into an agreement with Afrimines Resources SPRL
(“Afrimines”) to acquire a group of 13 tenements which cover 3,650km? of prospective ground in the South
Kivu Province, east central Democratic Republic of Congo.

The tenements are located in one of the world’s principal Precambrian orogenic-metallogenic provinces,
which hosts the Banro Corporation (TSX:BAA) deposits within the “Twangiza — Namoya belt” and the
world class gold deposits in the Kilo-Moto belt to the north (held by Randgold Resources and AngloGold
Ashanti). Banro’s Lugushwa and Namoya deposits border the project area to the north and south
respectively. Banro’'s Lugushwa Project drilling is reported to have intercepted wide zones of gold
mineralization which has an Inferred Mineral Resource of 2.7 million ounces and the Namoya Project is
reported as hosting 1.124 million oz of Measured & Indicated Resources and 407,700 oz of Inferred
Mineral Resources. The same gold bearing structures from both deposits potentially extend onto the
project area.

The South Kivu Project area is underlain by highly prospective Ruzizian and Burundian lithologies which
have been intruded by granites and pegmatites of various ages. Most of the tin, tungsten and columbite-
tantalite deposits of the region are related to these post-tectonic granitic batholiths and stocks, while the
gold deposits occur in the synclinoria between the granites. Afrimines recently completed soil sampling
programmes over areas of extensive artisanal workings and rock exposures and collected stream
sediment samples from remaining areas to give complete coverage of the project area. A total of 13,400
samples are in process of submission for assay with results expected in February 2011. Extensive alluvial
workings and less primary workings were identified on all tenements during the regional sampling




campaign. Little focus was placed on identifying primary mineralization by small scale miners mainly due
to the ease of mining and high recovery grade of alluvial workings.

The prospectivity of the project is further enhanced by identification of alluvial workings and two northwest-
southeast trending quartz veins on the tenement bordering Banro’s Namoya deposit to the north. In
addition, it is highly likely that mineralized structures which control mineralization at Banro’'s Lugushwa
deposit extend on to the project area in the north. The area to the southeast of Lugushwa has been a
major focus of alluvial works potentially associated with an underlying northeast trending structure.

Agreement Terms

The principal terms of the agreement for the Company to acquire a 70% interest in the South Kivu Gold
Project are:

Agreement is subject to the Company completing a due diligence review to its satisfaction by 31 March
2011;

On the date of completion of due diligence ("Effective Date"), the Company to pay US$600,000 and
issue 75 million shares;

Six months after the Effective Date, the Company to pay US$400,000 and issue shares to the value of
US$750,000 (based on market value of shares at the time of issue);

The Company shall have the option to acquire a further 20% interest in the tenements at completion of
a feasibility study by making a payment of an amount determined by an independent evaluation;

Regal responsible for all expenditure to completion of a feasibility study; and
Regal can withdraw from the project at any time with no further obligations.

The vendors (and their associates) are not associated with the Company, its Directors or their associates.

For the introduction of the South Kivu Gold Project, Regal has issued 20 million shares (RER) to Corporate
and Resource Consultants Pty Ltd (“CRC") and/or its nominee. These shares were issued in January
2011. This share issue was not subject to shareholder approval and fell within the Company’'s 15%
placement capacity under ASX Listing Rule 7.1. Shareholder approval to issue the consideration shares
referred to above will be sought at a general meeting to be called in the first quarter of calendar 2011.

On the Effective Date, assuming a decision is made to proceed with the acquisition, Regal is required to
issue a further 30 million shares (RER) to CRC and/or its hominee.

CRC will assist Regal on an ongoing basis until completion of the transaction.
Corporate

For further queries, please contact the Company Secretary, Mr Adrien Wing, on +61 3 8610 8633.
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ANGUS EDGAR
DIRECTOR
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Name of entity

‘ REGAL RESOURCES LIMITED

ABN

‘ 23 106 294 106

Consolidated statement of cash flows

Quarter ended (“current quarter™)

31 DECEMBER 2010

Current quarter Year to date
Cash flows related to operating activities SA’000 (6 months)
SA’000
1-1 Receipts from product sales and related debtors - -
1.2 Payments for (a) exploration and evaluation (31 (36)
(b) development - -
(¢) production -
(d) administration (122) (304)
(e) bank guarantee - -
1.3 Dividends received - -
1.4 Interest and other items of a similar nature received 8 21
1.5 Interest and other costs of finance paid - -
1.6 Income taxes paid - -
1.7 Other - -
Net Operating Cash Flows (145) (319
Cash flows related to investing activities
1.8 Payment for purchases of:  (a)prospects - -
(b)equity investments - (105)
(c)other fixed assets -
1.9 Proceeds from sale of: (a)prospects - 50
(b)equity investments - -
(c)other fixed assets - -
1.10  Loans to other entities (100) (300)
1.11  Loans repaid by other entities - -
1.12 Other — Development of UTCL and W10 (185) (558)
Net investing cash flows (285) (913)
1.13  Total operating and investing cash flows (carried (430) (1232)
forward)
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1.13  Total operating and investing cash flows (brought (430) (1232)
forward)
Cash flows related to financing activities
1.14  Proceeds from issues of shares, options, etc. - -
1.15  Proceeds from sale of forfeited shares - -
1.16  Proceeds from borrowings - -
1.17  Repayment of borrowings - -
1.18  Dividends paid - -
1.19  Other (R&D Concession) - -
Net financing cash flows ) )
Net increase (decrease) in cash held (430 (1232)
1.20  Cash at beginning of quarter/year to date 1,689 2,491
1.21  Exchange rate adjustments to item 1.20 -
59 59
1.22  Cash at end of quarter 1.2 0

Payments to directors of the entity and associates of the directors
Payments to related entities of the entity and associates of the related entities

Current quarter

SA'000
1:23 Aggregate amount of payments to the parties included in item 1.2 53
1.24 Aggregate amount of loans to the parties included in item 1.10 -
1-25 Explanation necessary for an understanding of the transactions

2010 quarter.

Wages and Consultancy fees paid to directors and director related entities during the December

Non-cash financing and investing activities

35}
o

Details of financing and investing transactions which have had a material effect on consolidated

assets and liabilities but did not involve cash flows

Nil

Details of outlays made by other entities to establish or increase their share in projects in which the

reporting entity has an interest

Nil













