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MEDUSA MINING LIMITED

DISCOVERY OF BLANKET STYLE GOLD MINERALISATION
AND :
TAMBIS BANANGHILIG UPDATE

Medusa Mining Limited ('Medusa' or the 'Company') is pleased to
advise that it has discovered sub-horizontal blanket style gold
mineralisation along a sedimentary - volcanic contact in the Tambis
Bananghillig area, including a horirzontal drill hole intersection of
98.9 metres at 4,23 g/t gold. The drilling has assisted the Company
to make considerable progress with understanding the area's geology.

- From surface and underground drilling, wide intersections of gold
mineralisation have been located, (holes TUG are horizontal
underground and TDH are angle surface holes) lncluding:
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| TDH 005 ! 14,00 | 2.25 ]
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At a reglonal scale a truncated caldera has been identified measurihg
approximately 10 by 6 kilometres, within which a sizeable body of
intensely altered and variously mineralised diatreme breccia {and
other breccla types} measuring at least 1,000 metres by 750 metres
has been outlined. The caldera partly overlaps the previously
reported 9.5 by 7.3 kilometres aero-magnetically defined intense
alteration anomaly.

Geoffrey Davis, Managing Director of Medusa, commented:

'We consider that the Tambis district's structural and volcanic
setting, extensive alteration zones, aeromagnetic features and
demonstrated gold mineralisation in several settings is a combination
that augers well for the discovery of major gold mineralised kbodies.’

Please cut and paste the llnk below iInte your web browser for maps
and cross sectlons that accompany thls anncuncement.

Update On Other Recent Activities

The Company undertook underground exploration and trial mining of
several 'high grade' wveins based on the previous explerers' drill
hole data bases, which consist of a total of 29,477 metres of
drilling in 344 holes and comprise 117 diamond holes for 16,853
metres and 227 reverse circulation ('RC') holes for 12,624 metres.
As noted in our April quarterly update, the underground exploration
and fellow-up underground drilling have shown that some interpreted
high grade veins in RC holes appear to have been exaggerated by the
RC drilling by several orders of magnitude through down hole smearing
of narrow high grade veinlets, many of which are too narrow and too
discontinucus to mine economlically.

Subsequently a programme ¢f geological mapping and assessment,
surface and underground drilling is in progress to explore for other
targets in combination with surface drilling as described below and
as notified in the previous quarterly report.

Background

The Tambis Bananghilig Mine area is located approximately 35 km to
the north of the Co-0 Plant and is accessable by an all weather road.
Small scale hard rock and alluvial mining have been carried out in

this area for several hundred years.

Geology

The Bananghilig Mine area is located on the northern edge of a large
aercomagnetically defined alteration zone measuring approximately 9.5
by 7.3 kilometres. . The Tambis region is generally underlain by fine
to coarse-grained andesitic and dacitic flows of probable
pre-Tertiary age that constitute the. basement rocks. Locally, the
basement rocks show agglomeratic features and in places, are cut by
andesite to dacite porphyry dykes and bodies of hydrothermal breccias
of various types, shapes and sizes.

The southeastern part of the Tambis District is covered by a bedded

sedimentary formation comprising of basal mudstone, sandy clastics
and agglomerates with massive white limestone as the uppermost
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member. The limestone measures approximately 2.7 kilometres from
southwest to nertheast, bounding the Bananghilig area along the
scutheast and extends towards the southeast. The sedimentary contact
possibly dips towards the southeast.

The Tambls Caldera and'Diatreme

The Tambis caldera is manifested by geomorphologic signatures, as
deduced from subtle concentric drainage patterns, and complemented by
landsat imagery, These signatures suggest a northeast trending,
truncated caldera system measuring approximately 10 kilometres along
the northeast to scuthwest axis and 6 kilometres along the northwest
to southeast axis. The caldera is located arocund the intersection of
the regicnally significant Barobo Fault (parallel to the Philippine
Rift Fault) and the Lianga Bay Fault system and the Tambis diatreme
is located in the central eastern portion of the caldera.

A sizeable elliptical-shaped diatreme breccla body, measuring
approximately 1,000 metres along the northeast axis and about 750
metres wide, has been outlined based on diamond drilling and mapping
in the Bananghilig area. The geological features, various breccia
materials and assoclated overprinted hydrothermal alteration and
mineral assemblages, suggest that the diatreme developed and evolved
in the roof portion of a still buried stock or a similar intrusive
body or bodies.

The gold mineralisation styles correlated to the diatreme are in
fractures and/ or breccia in-£fill in milled/fluidised muddy matrix
breccia bodies and coarsely brecciated/fractured andesitic-dacitic
wallrock, and intra and post diatreme veins probably propagated from
older fault systems and/or gensrated within and around the pipe-like
breccia column during the diatreme's evolution.

In the Philippines, calderas and/or diatreme breccias are hosts to or
assoclated with a number of porphyry copper deposits including the
Tampakan Deposit (1.97 billion tonnes at 0.59% copper and 0.23 g/t
geld containing 11.6 million tonnes of copper and 14.6 million ounces
of gold: Indophil Annual Report, 2006), the Dizon Porphyry Copper
Mine {closed prematurely due to pit wall collapse) and contained 140
million tonnes of ore 0.43% copper and 0.93 g/t gold ( Benguet
Consolidated Corp. website), and the Amacan Deposit with remaining
rescurces of 110 million tonnes at 0.3% copper and 0.43 g/t gold
(Mines and Geosciences Bureau webgite).

Alteration

In the Bananghilig prospect area, widespread
sllica~clay-sericite-pyrite hydrothermal alteraticn affects the
volcanic wallrocks, the varlous breccia bodies and the hypabbyssal
intrusives asscciated with them. The alteratiocn assemblage typifies
that found in advanced argillic alteration zones. The cutcropping
alteration exhibits a strong potassium airborne radicmetric ancmaly.

Mineralisation and Drill Results

A programme of underground drilling has been completed from the
underground development 50 metres below the L-170 shaft collar. The
drilling was undertaken to confirm and explore the veins interpreted
by previous explorers, A number of surface diamond drill holes were
~also completed at the time of the shaft sinking as well as recent
additional drill holes. The early drilling concentrated on
identifying high grade veins whilst recent re-logging and re-assaying
of these holes has demonstrated that wide zones of disseminated
mineralisation are associated with various diatreme and fault
breccias and scme of the subsequent intrusive rocks.

Table I summarises the drill results to date from surface drill holes
(TDH holes) and underground drilling {TUG holes}). Note that scme of
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the higher copper values are also listed. Heles TDH 3, 4 and 7 were
not drilled in this area.

Table I: Drill hole intersections >1 metre using a 0.5 g/t gold
cut-off and selected copper wvalues

ul ____________________________________________________________________________ _I..
lHole | East |North |Dip|Azimuth] From I Width | Grade {(uncut) (g/t |
I I [ [{°Yy] (®) | (metres) | (metres)] gold) [
[ o o e o o e R pmm———— P
[TUGDOL |612708(945251 (-1 | 338 | 53.50( 20.55] 0.94|
[ ~mm———— Fo——— R Fmmm b o= froammm e e e ettt e |
I I I I I I inel. | | |
I | I ! | | 56,00 3.00] 1.60]|
fm——— = oo et e ittt ot e e e i
| I | I | | incl. | | I
| | I I ! | 62,00 4,60 1.25]
| = o — b o — R o e |
I | I I I | 105.10] 43,00 0.77|
[ ===~ oo fom e e ittt o e oo f——m e |
I | I | | I inel. | | I
| | | | i | 134.001 5,90 1.04]
| == e e —— = ——+ R et b o e et i e |
| TUGO02 6127041945158 -1 | 185 | 44,90 9.10] 1.20]
[ e R talat e fm — Pmmmmmm o e e A
| | I ! | | 73,90 1,001 1.79]
| === Fom————= e it fom Frmm - Fmmm e e e e |
I I | I | | 80.00] 1.00] 1.26]
[ == === e o o e e fmm e |
I I | I I f 92,00 52.40] 0.901
| e m e mm e === e o Ao e e e — |
| | [ | | | inel, | | [
I [ | | I | 92,00 20.00] 1.07]
| — === e tm————— b e Fommm e R o |
I | I | I | incl. | I [
I | I | I ! 116.00] 6.00] 1.47|
| === e p—— e — - o o e e e fom— b |
I I I | I I inel. | | |
I | | | | | 134,40 7.00] 1.06]|
| == e - T aiatal e bttt o e f————— b |
| I | I I | 148.80| 11,30 0.70]
= tmm———= o e B e f—————— frmm e e e |
[TUGOO3 6128201945164 1-1 | 153 | 8,001 1.30] 1.371
o= fm————— Fo e e e - — fm—————— o e e e |
| | | | I | 42.00| 1.00] 1.07)
| mm == Fom— o e it o e m o e e
| I | I | f 45,80 0.204 0.63, 0.21%Cul
| e == f—————= ] fmm— b m e o o m e from e |
I I | I I | 57,10 1.00] ' 2,351
[w—mm— ittt Fom R e o o e
[ I I I | | incl, | | I
| | | | | i 57.301 0.20] 9,65, 0.69%Cu|
I oo e e o — = = o T it o A e
| | | | | I 68.101 8.00] 0.76]
R e o Fm e e e f———— e e |
| I | | ! | 80,00 6,10 0.82|
[ —m o o e bt T o e e T e e e [
| I o i | 106,10} 3,00] 2.87]
| e fomm— ittt D i o e e fmmmm—— o
| | i 'I | | 112,10 7,001 (.88
frmm = Fomm Fom e e b e |
I " I | | | 148.50| 4.00] 1.26]
B e e R e et P R ettt po—————— e e !
I I | | | | 173.70] 8.30] 2.80|
| mmm e o e oo m —m—— o fmm— e — e e e e e e
| | I | I | incl. | I _ : |
| | ! I [ 178.10] 1,00 10,41, 0,11% Cul|
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J == frmmrm e rrmmra i o e — Fm e e e i
FTUGO04 (6128201945164 (1-13| 153 | 49,00} 14,00] 0.79]
| == fm—m——— e e it o e o o e e e 5
| [ I I | I inecl. | | I
I I I I I I 50,00] 2.00] 1.401
| ——— = o Fomm o S e o fom -
I I I ! I | 71.60] 22.701 1.19]
j === e o e o e e o e e
| I i I I inecl. | | I
I | | | | I 71.60] 0,401, 6.97, 0.13%Cu|
[ oo e e e Fom——— to————- o Fom - e ————— o e f
I | I I I | 111,001 12.00] 0.88]
[ e = b=———— b e e fmm o o
| I I I | I 140.,00] 17.20] 0.86|
[ == m e = R aiale Fmm e R Fmm Rl o e et e e e e I
I I | I | | 165.00] 23.70| 1.70]
| = R it e e T T fmm tmm————— e e e e e I
[TUGOOL 6127481945180 (-1 | 153 | 0.00] 26.00]| 0.83]
[Rlatadalotats fom e it b e e e b e |
I I I I I < lincl. 3.00} 4.00] 1.70]
| —— = o e R aala R T e il dmm— e |
I I I | | | 31.60] 4,50 0.99]
| e o ——— e ——— Fmm Fmm b e |
| I I | | | 42,10} 3.15] 1.27]
| o e tm———— b e e Fmm pm——————- it |
| I I [ | | 87.10] 8.20] 0,731
J e o = Fom e b= o e o e e e e — |
I [ I I [ | 107.00] 98.90| 4,23
f————=— Fommm Frmm——— Fom b e ot e e e e |
I | | | I | dnel. | | [
| I I I | I 107.00] 22.00] 1.43]
[ = F——-—— o = mm o et — o o e e e o e e e
| | | I I I incl. | | I
I I I | | I 131.85| 36.15| 1.12)
| -—=—=== o o e o e Fom e o e e e
| I I | | I incl, | I i
| f | | f I 172.00]| 33.90] 10.13]
| e o o e Babata et Lt e e ———— e I
| | I I I | incl, | |
I I I I | | 179.501 8.00| 26.52|
| = e f—— F————— Fom e e Fomm f——————— e |
|TUGOOE (6122901945187 |-1 | 73 I 21.00}| 3.00] 0.73]
| mm e Fo—— frm e e e e Fom fm -
| I i | | I 45.001 4.00] 1.27]
[ e e e prom === e Fom = o e e e
I | I I I | 55.00] 5.001 1.08]|
[ = b= et T T b o e e e e e e e
I | | I | | 130.00] 2,001 _ 11.20]
[ = o re e e - e oo — fmm——————- e
| I | I I I 143,00] 3.00] : 0.80]
[ === o e e t——- fm—————— e e e e e el e
[ I I f | | 157.00] 1.00] 1.64]
e o o] === From o e o — i
jTUGOO7 1612748245180 1-1 | 170 | 4,00 5.00] 1.07]
| === Fom F— ] === o o e e e e f e e e e e
I I I I I | 12.00] 12.00| 1.47]
R e pm o e o b e e
I I | I I I inel. | I o : |
| | | [ | | 12,00 1.25] < 10,15, 0.23% Cul
[ e e e o ———— fm————— oo e e fom e —— tFom e e
| TDHOOL|612778]945140]-551 340 | 86.20] 3.37/0 s 0.77]
| = e at fom e e = bm— e el L B ==
| | I | I I 106.90] 4.,90] 1.191
| == p—————— e Fom e e = e e o e i e e e e e e
| I | I [ o 198.00] 2.30] 1.90]
| == t————— t—————= o e frmmm—m—m—— Fm——— b e e e !
[TDH 002]6128501945188|-50| = 130 | 20,70 4,701 2,371
R e e e Fomm e b ———— b |
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[ I I | | I 28.40] 3.00] 0.63]
[ oo o Fom———— e e e el s o m o e |
I I I I | ! 35,40/ 1.00] 1.50]
[ e e Fo————- e R o —— Fm e st
I I | I I I 64.36| 3.92) 1.00]
[ eem e Fo————— R o o Fom e
| | I I I I 70.28} 2.62] 1.28]
=== Fm———— o e e e — o e = — el e e e i
I I | | I | 162,78 1.07] 1.75]
| = Fmm— e e et o fmm e e e e
| | | | I | 240.40] 13,90 4,85
| ——=———- o m =] for e e —— e - Fo—————— e
| TDHOOCS 16126791945119(-55| 340 | 11.00] 14.00] 2.25]
| === e it Fom e e oo — fomm o e
| I I I | I incl. | I I
| | | | I | 16.00] 9.00] 3.014
| o= = o Fo——— o b m e e e
| f | | | J 31.00] 1.00] 1.07]
[ === = e e — e Fomm R T i
I I | I | I 42,00 §.00] 2,94
[ — it Fom———— o s e R Fom
I [ l I I | incl. | I I
I | I | I I 43.00}% 3.00) 6.87]
f———— - e ] P m o fomm - o e
I I | I I | 72,501 5.00| 0.75]
=== e - — b R o e — tom - o e
I [ I I I | 191,00 1.00} 1.09]
|~ m == o D it e — e oo b i e
|TDHOO8 |612783]945027|-55] 40 i 174.00] 30.00] 1.15]
[ ==——==- oo e bom———— Fomm e e — bmm o m e e
I I I I | | 212.00/ 19.00] 0.84|
| =——————- b +———+ —————— fm e it e el TR |
I'TDHOOS |612763194509 [-451 140 | 75.801 18,60] 1.87]
| = b e +———+———f~~~+ —————————— et !
I I I I I | 198.50] 1.00] 1,71
| e Fom— e Frm— o Fom e Fo o |
I I | I | I 232,00 1.00] 0.95]
[ === fromm e o b e fmmm oo o
I | I I | I 322,00 2.00] 1.40]
| = e fmmm——— o e e i o — f—— - o e e |
| [ I | I | incl. | I !
| | | | | | 322,00 1.00] 0,93, 0.31%Cu|
e = — e At Fo— L e ittt o o |
I I I I I I 339.10] 1.00] 1.79]
| o dorm Fom o e — b e A e I
I I I I I I 372.10] 3.60] 0.86]
| moem———— Fomm to————— b e e ad Fom et LT T
| I | I I I 396,501 7,50 0.67]
Rt Fmmm o — e fomm - e e
I I I I | | 421,50 2.00] 9.01]
o e e e e e e e e e +

The TUG 005 horizontal intersection of 98.90 metres at 4.23 g/t gold
appears to have drilled within the sub-horizontal minsrallsed
hrolzon, which is supported by TDH 009 with an inclined intersection
of 18.6 metres at 1,87 g/t gold and suggests that this sub-horizontal
mineralised layer has a true thickness of approximately 15 -18§
metres. TDH CO9 shows that the younger overlying limestone sequence
may be acting as a cap on mineralisation with a blanket zone forming
immediately under the sediments, ~TUG (02 (52,4 metres at 0.9 g/t
gold horizontal) 1s also interpreted to have intersected the
sub-horizontal mineralisation immediately under the liméstone. In
addition sporadic mineralisation in a similar sub-horizontal position
in TUG 003 to 1.8 g/t gold also suggests that the mineralisation
continues along strike. TDH 008 intersected 21 metres of anomalous
gold from 0.13 to 0.70 g/t gold thereby also supporting the presence
of a gold layer of similar 15 -18 metre thickness immediately under
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the limestone sequence. If further drilling confirms this concept,
then there is the potential to develop considerable tonnages of
noderate grade mineralisation in this position.

Elevated gold mineralisation usually shows a close affinity with zinc
mineralisation (and lesser lead) with values above 500 ppm zinc being
relatively common, to over 1% zinc, and some higher grade veinlet
style gold values have an association with copper.

For further information please contact:

Medusa Mining Limited +61 8 9367 0601
Geoffrey Davis, Managlng Director
Roy Daniel, Finance Director

Ambrian Partners +44 (0)20 7776 6417
Richard Brown / Richard Greenfield

RBankside Consultants +44 (0y20 7367 8888
Michael Padley / Loulse Davis

Information in this report relating to Exploration Results, is based
on information compiled by Mr Geoff Davls, who is a member of The
Australian Institute of Geoscilentisgts., My Davis 1s the Managing
Director of Madusa Mining Limited and has sufficient experilence which
is relevant to the style of mineralisation and type of deposits under
consideration and to the activity which he is undertaking te gqualify
as a Competent Person as defined in the 2004 Edition of the
'tAustralian Code for Reporting of Exploration Results, Mineral
Rescurces and Ore Reserves'. Mr Davis consents . to the inclusion in
the report of the matters based on his information in the form and
context in which it appears,
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