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QUARTERLY REPORT
3 Months Ending 30 September 2006

HIGHLIGHTS

Tooloom Gold Project, NSW

Farm In by Newmont commenced on 1 July 2006.

Field work during the Quarter was focussed on better defining
existing drill targets and on generating new ones.

A major drilling programme is scheduled for early 2007.

Conrad Silver Project, NSW

Drilling completed in July confirmed Conrad as an exciting silver
project.

Excellent grade and width combinations were encountered,
especially at King Conrad.

Peak silver values were 1,400g/t Ag or 3,700 g/t Ageo.

Mineralisation is open to both the northwest (at King Conrad) and
the southeast (at Davis shaft).

Potential for repetition of silver mineralisation in parallel structures.
Section 31 Deed signed with native title parties.

Mt Lidster Copper Project, Old.

The Company entered into an option to purchase a 100% interest in
the Mt Lidster Copper Project, between Mt Isa and Cloncurry.

Initial drilling at Mt Lidster produced outstanding results, including
6m @ 4.19% Cu and 4m @ 5.29% Cu.

Excellent potential to advance to resource status very quickly.
Early cash flow could come from contract mining and toll milling or
sale of copper ore within the region.

Suite 1502, KeyCorp Tower B
799 Pacific Highway, Chatswood NSW 2067
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Tooloom Gold Project, NSW

The Tooloom project took on a new dimension on 1 July 2006
when a Farm In by Newmont Australia Ltd. commenced. Since
then the field program has concentrated on completing the

TOOLOOM

exploration data set coverage of the Tooloom exploration licence NSW
area, particularly by utilising various proprietary technologies and Sydnere
techniques made available by Newmont. Malachite is managing g

the field program, with the assistance of personnel seconded by N
Newmont.

Figure 1: Tooloom
Gold Project:
Location Map

The new field work has confirmed Malachite’s view that Phoenix,
Cullens, Joes Gully and Frasers are each major target areas
where gold mineralisation is closely related to dioritic intrusive
rocks. Furthermore, at least two new areas seem to be emerging as additional intrusive
centres that offer the potential for gold mineralisation of intrusive related type. A new
exploration licence application has been lodged to cover possible extensions of one of
these new zones off the existing exploration licence.

The aim of this year’'s program is to identify and define a series of targets for drilling in a
comprehensive drilling program scheduled to commence early in 2007. This work involves
geological mapping, stream sediment and soil geochemistry, petrology and airborne
geophysics. Malachite has previously flown a helicopter-borne aeromagnetic survey over
the central part of the Tooloom EL and a survey to cover the remainder of the Tooloom
property with a helicopter-borne aeromagnetic survey is scheduled for November. That
survey will also include a trial of Newmont’s proprietary airborne electro-magnetic system.

Cheviot Hills — In the Cheviot Hills area, at the southern end of the Tooloom exploration
licence, Malachite conducted some further reverse circulation percussion drilling during the
past Quarter, with limited success. One hole intersected 2m @ 2.2% antimony within the
Hughes and Jackson lode, but other holes were disappointing. In view of that, it has been
decided that the Cheviot Hills area need no longer be excluded from the Newmont Farm In
and this area will now receive the same review and analysis being applied to target
generation in the rest of the Tooloom EL.

Conrad Silver Project, NSW

In July the Company completed a new programme of drilling at the
Conrad Silver Project, comprising approximately 2,260m of both
reverse circulation percussion and diamond drilling, concentrated
mainly in the King Conrad part of the property.

King Conrad Drilling — This drilling was very successful,
intersecting high grade silver mineralisation with substantial
amounts of associated copper, lead, zinc and tin. Peak silver
grades of 1,4009/t Ag, or 3,7009/t Ageq (Where the values of
associated base metals are recalculated as silver values) were Figure 2: Conrad
recorded and excellent overall grade and width combinations were Silver Project:
obtained. The best results were recorded for the King Conrad lode Location Map
(Fig. 3), which seems to range from about 1.5m to 4.5m in true

width. For example, the King Conrad intersection in drill hole CMRD13 comprised:

2.1m (true width) @ 278g/t Ag, 0.72% Cu, 2.61% Pb, 0.99% Zn and 0.68% Sn,

which has a silver equivalent value of around 7509/t AQeq.
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In addition to the narrow, high grade intersections the recent drilling also produced a very
interesting wide zone of lower grade in CMRD15 (Fig. 3), which first penetrated the King
Conrad lode then went on to intersect:

57m @ 169/t Ag, 0.02% Cu, 0.64% Pb, 0.65% Zn, 0.08% Sn, or about 120g/t Ageo.

The true width of this zone is uncertain as its orientation is not yet known and it was not
intersected in CMRD16, drilled on the same section. Nevertheless, if repeated in future
drilling to the west, this zone could have very positive implications for tonnage potential at
the Conrad project.

The King Conrad lode responds very well to VLF-EM surveying and application of this
geophysical technique has traced this lode for a further 450m to the northwest of current
drilling, where it is still open. The next phase of drilling will target this extension, as well as
seeking to trace the broad low grade zone in CMRD15.

Conrad Drilling — Two of the new drill holes targeted the main Conrad lode some 1.4km
southeast of King Conrad, in the vicinity of the Davis shaft, where earlier drilling (in 2003)
produced interesting results but with uncertainty about grade due to poor core recovery. In
CMRD18, just to the northwest of Davis shaft, the Conrad lode has a total true width of
4.9m and includes a sulphide-bearing fault zone over a true width of 1.5m. Assay results
are modest but encouraging, especially in silver-equivalent terms. The poor recovery in
2003 drilling was probably due to the presence of the soft, clay-rich fault pug in this location.
In CMRD19, to the southeast of Davis shaft, the Conrad lode is expressed by three closely
spaced and relatively quartz-rich horizons, with moderate sulphide contents, intersected
between 144.8m and 164.5m down-hole, representing about 10m in true width. Assay
results for this hole are also promising, especially in view of the overall width of the lode
system in this location. Excellent scope exists to enhance the potential of the Conrad
system when drilling resumes to the southeast of Davis shaft.
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Regional Potential — Very little work has as yet been conducted outside the immediate
environs of the Conrad mine, but recent interpretation of airborne magnetics suggests the
possibility of several more Conrad-like structures running parallel to the main structure, both
to the south and to the north of Conrad. Some of these are known to coincide with old
workings and are believed to offer significant scope to boost the overall prospectivity of the
Conrad project. An additional exploration licence has been applied for to cover some of
these structures to the north and east of the existing EL5977.

Native Title — During the period a Deed under Section 31 of the Native Title Act (C'wlth)
was signed with the claimants to native title at Conrad. This follows an earlier access
agreement signed with the same parties. The Company is now awaiting signature of the
Section 31 Deed by the Minister for Primary Industries. Once that has been received,
Malachite will make a small payment to the native title parties and then, with their cultural
heritage clearance, be empowered to extend its exploration onto land that is subject to the
native title claim. This includes possible extensions of the Conrad/King Conrad system in
both directions along strike.

Mt Lidster Copper Project, Queensland

In September the Company entered into an agreement with Volga
Elderberry Pty. Ltd., providing Malachite with an option to
purchase a 100% interest in a copper project known as Mt Lidster,
located near the old Mary Kathleen uranium mine, about 60km
east of Mt Isa in northwest Queensland (Fig. 4).

The Mt Lidster project is centred on a northeast-trending structure
that is at least 650m long and outcrops well (Fig. 5). It displays
abundant gossan and gossanous quartz, much of it with prominent
malachite (secondary copper) staining. Small quantities of oxide
copper ore have been mined in the past for sale in Mt Isa.

The Company conducted a short and very preliminary reverse

circulation percussion drilling programme in September, with most

encouraging results. Five holes, totaling 342m, were drilled, each Figure 4: Mt Lidster

one intersecting the structure at depth, with two holes in particular Copper Project:
producing excellent Location Map
copper grades, with
some gold and cobalt as possible credits i.e.:

MLRCO02: 6m @ 4.19% Cu, 0.37g/t Au and
0.10% Co;

and

MLRCO04: 4m @ 5.29% Cu, 0.23g/t Au and
0.07% Co.

A further 1,000 to 1,200m of RC drilling is
planned for Mt Lidster before the end of
2006, with a view to outlining mineralized
shoots within the main structure. Follow up
diamond drilling is expected to take place
immediately after the wet season in 2007.

Figure 5: Mt Lidster Copper Project,
looking northeast and showing the
mineralized structure in outcrop
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Malachite regards Mt Lidster as a very promising copper project, with potential for rapid
advancement to resource status and generation of cash flow by toll milling or sale of ore to
other copper producers in the Mt Isa / Cloncurry district. It is seen as important first step
into much greater exposure to copper exploration in the highly productive Mt Isa region.

Elsmore Tin Project, NSW

Due to higher priorities at Conrad and Mt Lidster, no new work was conducted at Elsmore
during the Quarter. Bulk sampling of the Sheep Station Hill tin/tungsten greisen veins
remains the next step in evaluating this project.

Mt Ramsay Project, Tasmania

No new work has been conducted at Mt Ramsay.

Rivertree & Boonoo Boonoo Silver Projects, NSW

Macmin Silver Ltd. has now earned a 75% interest in these two properties. At the end of
the Quarter a joint venture meeting was held with Macmin to assess progress on the ground
to date and to invite Malachite to consider whether to contribute, at a level of 25%, to future
expenditure or to dilute further. That decision has not yet been made.

Oberon Project, NSW (Malachite 100%)

Some time has been spent reviewing the results of previous exploration in the Oberon area.
Field work will commence in the next Quarter.

Abington Project, NSW (Malachite 100%)

No new work has been undertaken since the last report.

Forward Plans

The December Quarter will see Malachite resume drilling at Mt Lidster and earthworks to
prepare drill sites and improve road access to the project were completed in mid October.

Field work will also resume at Conrad and will initially comprise geophysical surveying
(down-hole EM and EM34 at the surface). Further drilling will follow, probably in December,
when it is expected that a suitable rig will be available. It is hoped that final resolution of
access to land affected by native title can also be achieved in the coming period, in which
case exploration and drilling will extend off the existing mining leases onto possible lode
extensions to the northwest of King Conrad and to the southeast of Davis shaft.

At Tooloom it is anticipated that a helicopter-borne aeromagnetic survey, using the
Newmont system, will be flown in November, providing high quality aeromagnetic coverage
across all of the ground within the Company’s tenements. Also, geological mapping and
geochemistry will continue to define drill targets for testing in a comprehensive programme
of drilling scheduled to commence in the March Quarter of 2007.
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Further Information

For further information please contact Garry Lowder on (02) 9411 6033 or by email at
glowder@malachite.com.au, or visit the Company’s website: www.malachite.com.au

G.G. LOWDER
Managing Director
26 October 2006

The information in this report that relates to Exploration Results is based on information compiled by Dr Garry Lowder
and Mr Russell Meares, both of whom are Fellows of the Australasian Institute of Mining and Metallurgy, and Mr Denis
O’Neill, who isa Member of that Institute. Dr Lowder, Mr Meares and Mr O’ Neill each have sufficient experience which is
relevant to the style of mineralisation and type of deposit 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.” Dr Lowder, Mr Meares and Mr O’ Neill each consent to the
inclusion in thisreport of the matters based on their information in the form and context in which it appears.




