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ABN 76 098 939 274

ENTITLEMENTS ISSUE and PLACEMENT
PROSPECTUS

FOf:

» g non-renounceable entilements issue of approximately 18,149,358 Shares 1o be
issued at o price of $0.13 per Share on the basis of two {2} Shares for every seven
{7} Participating Securities held ¢s at 5.00pm {WST) on 28 July 2005 to raise up 1o
approximately $2.36 million; and

» g placement of 9,083,334 Shares af an issue price of $0.15 per Share to raise
agpproximately $1.36 milion together with the provision 1o accept
oversubscriptions of a further 2,000,000 Shares at an issue price of $0.15 per Share
o raise up to an gdditional $0.30m, subject o the receipt of Shareholder
approval.

Underwriter:

Southern Cross Equities Umited has agreed 1o fully underwrite the Entitlements Offer

IMPORTANT NOTICE

This document s Importfant and should be read in is enfirety. If affer reading this
Prospectus you have any questions about the Shares being offered under This Prospectus
or any other matier, you should consult your stockbroker, accountant or other
professional adviser.

The Shares offered by 1his Prospecius should be considered as speculglive.



SECTION 1
SUMMARY OF IMPORTANT DATES

Prospecius lodged with the ASIC and Appendix 38 20 July 2005
lodged with ASX

Entifternents Offer

Notice of enfitlements issue sent to security holders 21 July 2005
“Ex date” 22 July 2005
Record Daote 28 July 2005
Opening Date and despaich of Prospectus 3 August 2005
Clasing Date™ {5.000m WST) 18 August 2005
Shares guoted on g deferred settlement basis® 19 August 2005
Notice of under subscriptions given to ASX 22 August 2005
Allotment and despaich of holding stotements for 24 August 2005
Shares

FPlacement**

Opening Date and despaich of Prospectus 3 August 2005
Clasing Bate* {5.00 pm WST) 18 August 2005
General Meeting of Shareholders 1o approve 19 August 2005
Placement

Alloiment and despatch of holding statements for 24 August 2005
Shares

*The Directors may exiend the Closing Date by giving at least 6 Business Days notice io
ASX prior 1o the Closing Date. As such, the dote the Shares are expected to commence
frading on ASX may vary.

**The Company confirns that the Placement s conditional on the approval of
Shareholders ot the General Meeting o be held on 19 August 2005, Accordingly, the
Company reserves the right to withdraw the Placement.

IMPORTANT NOTES

Shareholders shauld read this document in its enfirety and, if in doubt, should consult their
professional advisers before deciding whether 1o apply for Shares.

This Prospectus is dated 20 July 2005 and g copy of this Prospecius was lodged with the
ASIC on that dole. The ASIC and ASX fake no responsibility for the contenis of this
Prospectus or the merils of the investment to which 1his Prospectus relates.

The expiry dote of the Praspectus is 5.00pm WST an the dale which is 13 months after the
date this Prospectus is lodged with the ASIC (Expiry Date]. No Shares will be gliolied or
issued on the basis of this Prospectus affer the Expiry Date. Application will be made
within seven {7} days affer the date of this Prospectus for admission of the Shares offered
by this Prospectus to be listed for quotation.

No person is gutharised o give information or 1o make any representation in connection
with this Prospectus, which is not contained in the Prospectus. Applicants should read
this document in its entirety and, if in any doubt, consult with their professionat advisers
before deciding whether fo apply for Shares. There are risks associagled with an
investiment in the Company and the Shares offered under this Prospectus must be
regarded as o speculgiive investiment. The Shares offered under this Prospectus cany no
guarantee with respect to retum on capital investiment, payment of dividends or the
future value of the Shares.
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SECTION 2

CORPORATE DIRECTORY
Directors

Mr Stanley Duncan Greenaway
Mr Andrew King

Mr Gordon Hill

Ms Eileen Carr

Mr lan Pankhurst
{alternate 1o Mr Greenaway]

Company Secretary

Bryan Dixon

Registered Office

Unit 4, 26 Clive Sireet
WEST PERTH WA 4005

Telephone: {08) 321 1577
Facsimile: {08 9321 1564

Website

www.goldsiami.com.au

Underwriter

Southern Cross Equities Limited
Level 32, Aurora Place

88 Phillip Street

SYDNEY NSW 2000

Solicitors to the Company

Steinepreis Poganin
Level 4, Nexi Building
16 Milligan Street
PERTH WA 6000

Auditors

PKF

Level 7, BGC Centre
28 The Esplanade
Perth WA 4000

Share Registry

Security Transfer Registrars Pty Limifed”
776 Canning Highway

APPLECROSS WA 6153

Telephone: {08} 9315 2333

* This entify has not been involved in the preparation of this Prospectus and has not

consented 1o being nomed in this Prospectus.

DUrDOsSEs only.

Their name is included for information
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SECTION 3
CHAIRMAN'S LETTER
20 July 2005
Dear Shareholder,

On behdalf of the Board of Directars of the Company, | am pleased to present 1o you the
Offers set out in this Prospecius.

Under this Prospectus, the Company is offering Shaoreholders the opporfunity o
parficipate in a twao (2} for seven {7} nonrencunceable entillements issue of Shares at an
issue price of 13 cents per Share.

Both the holders of Shares ond Contributing Shaores are entitled 1o patficipate in the
Entitlements Offer.

in addition, the Company will be issuing 9,080,000 Shares under this Prospectus at an issue
price of 15 cenis per Share pursuant to a Placement {with the provision for the issue of an
additional 2,000,000 Shares at 15 cents each via over-subscriptions).

Kingsgote Consolidated Limited (Kingsgate] has agreed o subscribe for Shares under
the Placement and also partially sub-underwrite the Rights Issue.

Kingsgate is one of Ausiralia’s most successiul gold mining and exploragtion companies
and will become the Company’s largest shareholder with g 19.9% stake on completion
of the Placement and Rights Issue, significanily sirengthening the Company's share
register and underpinning its well advanced plans 1o commercialise the historic Walhallo
Gold Field in Victoria.

The introduction of Kingsgate as a long-term supportive shareholder is viewed by the
Board as providing additional commercial and fechnical strength for the Company’s
gold devsiopment strategy and recognition of the potential of the Wathalla Project fo
underpin a substaniial long-term gold mining business.

The funds raised will be ulilised o accelerole Goldstar's plans 1o complete surface and
underground driling of the newly discovered Lomond Reet af Walhalla, as well as
channel sampling and frict mining of this and other known high-grade reef slructures in
the Walhalla Field to advance the project fowards commercialisation as rapidly as
possible.

All Shareholders registered as at 5.00pm WST on 28 July 2005 will be entitled o participate
in the non-renounceabls entitements issue of Shares. The Closing Date for acceptances
is 5.00pm WST on 18 August 2005,

All of the Dirgctors have stated that they intend 1o take up ther Enfitlement to the extent
they are finonciol caopable and recommend that ol Shareholders tcke up their
Entitlement.

The Board takes this opporiunily fo welcome new investors and thank all Shareholders for
their support of the Company. ook forward 1o your continued support in the fulure.

Yours sinceraly,

Mr Gordon Hitl
Chairman
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42

SECTION 4

DETAILS OF THE OFFERS

The Company 8 making 2 separate offers pursuoni to this Prospectus
{collectively referred to as the Offers).

the purpose of the Offers and the use of funds raised are set out in Section 5 of
this Prospectus. The ferms and conditions of the Shares to be issued pursuant 1o
this Prospecius are set out in Section 6.

Entitlements Offer of Shares

The Entillements Offer 5 being mode a5 g pro rata non-renounceable
entitlements issue o Shareholders on the basis of two {2} Shares for every seven
{7) Parficipaling Securities held af 5.00pm {WST} on the Record Daote.  The
Entitement Offer has been fully underwritten by Southern Cross Equities Limited
{Southern Cross} and sub-underwriting agreements have aiso been entfered inlo
by Southern Cross and various parties.

Details of these arangements are set out in Section 8.2 of this Prospectus.

Based on the capital structure of the Compony at the date of this Prospechus,
the number of Shares 1o be issued under the Enfilements Offer is gpproximaiely
18,149,358 gt an issue price of $0.13 per Share. The Entitlements Offer will raise
approximately $2.36 million (before costs).

The Company currently has approximoiely 1,581,000 Options on issue. The terms
and conditions of these Options do not allow for the parlicipation by those
Option holders in new issues of securities. Those Option holders will, to the extent
agllowable, be entifled 1o exercise their Oplions during the time period set out in
the ASX Listing Rules in order o participate In the Entillements Offer.

in the calculation of any Entilement, fractions will be rounded up to the nearest
whole number.

Placement

By this Praspectus, the Company alse makes an affer by way of a placement of
9,083,334 Shares at an issue price of $0.15 per Share 1o raise up to $1.36 million
{Placement]. Provision has also been made 1o accept oversubscriptions of up fo
g further 2,000,000 Shares at an issue price of $0.15 per Share to raise up to an
addtionat $0.30 million {Oversubscriplions)

The Company has enfered into firm commitment arrangements in respect of the
Placement with various parties, including Kingsgate Consolidated Limited.

Details of these arrangements are set out in Section 8.2 of 1his Prospectus.

the Placement i conditional upon the receipt of Sharehalder appraval of the
General Meeling 1o be held on 19 August 2005. if approval is not received, the
Placement will not proceed and all Application Monies will be retumed.
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4.3

4.4

How to Accept the Entilements Offer

Your acceptance of the Enfillements Offer must be maode on the Entiflement
and Acceptance Form goccompanying this Prospecius. Your gcceplance must
not exceed your Entitliement as shown on that form. if i does, your acceptance
will be deemed 1o be the maximum Entitlement.

You may participate in the Entiflements Offer gs follows:
o) if you wish 1o gccept your Enfitlement in full:

{i] complete the Entilement and Acceptance Form, filing in the
details in the spoces provided; and

{ii} attach your cheque ftor the amount indicoted on the
Entilement and Acceptance Form; or

{e) if you only wish to accept part of your Entitllement:

{i] fill in the number of Shares you wish to accept in the space
provided on the Entilement and Acceplance Form; and

{ii} atiach your cheque for the approprigte application monies (ot
13 cents per Share}; or

fc) if you do not wish to accept all or part of your Entilement, you are not
obliged to do anylhing. Any shortfall will be dealt with by the Direciors.

H you wish 1o poriicipole in the Entitlements Offer you must forward the
completed Enlitlerment and Acceptance Form, together with your cheque
drawn on an Australion bonk or bank draft mode payable in Australion cumency
o “Goldstar Resources NL - Share Application Account” and crossed “Not
Negoliable” in the enclosed envelope to:

Goldstar Resources NL

c /- Security Transter Registrars Piy Limited
770 Canning Highway

APPLECROSS WA 6153

Your completed Enfilement and Acceptance Form and chegue must reach the
share reqistry of the Company by no later than 5pm WST on the Closing Date.

The Enfilements Offer is nonrenounceable so that g holder of Shares may not
sell or franster all or part of their Entilement.

Applications for Shares under the Placement

Applications for Shares under the Placement can only be made using the
Placement Application Form attached to this Prospectus.

A completed Plgcement Application Form and cheque must reach the share
reqistry or registered office of the Company by no later than 5pm WST on the
Closing Dale.
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4.6

4.7

48

4.9

Shortfall

Only the underwriter or sub-underwriters will be entitled to apply 1o pariicipate in
the Shortiall by completing the Shorffall Application Form.  Please do not
complete a Shorifall Application Form unless directed to do so by the Company.

The offer of Shares under the Shortfall is independent from the Offers and will
remain open after the Cffers have closed to the extent permitted by the lListing
Rules.

Australian Stock Exchange Listing

Application for official guatalion by ASX of the Shares offered pursuant to this
Prospectus will be made within 7 days affer the date of this Prospectus. |f
approval is not obtained from ASX before the expiration of 3 monihs after the
date of issue of the Prospectus, or such period as varied by the ASIC, the
Company will nat issue any Shares and will repay all gpplication monies for the
Shares within the ime prescribed under the Corporations Act, without interest.

The fact that ASX may gront official quotation 1o the Shores is not fa be taken in
any way as an indication of the meris of the Company or the Shares now
offered tor subscription.

Allotment of Shares

Shares issued pursuant o this Prospectus will be ollotted as soon as practicable
after the Closing Date.

Pending the dllofment and issue of the Shares or payment of refunds pursuant to
this Prospectus, all application monies will be held by the Compuany in frust for
the Applicants in g separate bank account gs required by the Corporgtions Acl
the Company, however, will be enfilled o retain all interest thatl accrues on the
bank account and each Applicant waives the right to claim interesh.

Minimum Subsciiption

The minimum subscription for the Entilements Offer is $2.36 million. No Shares will
be issued under the Enfiflements Offer unless this minimum subscription s
reached.

The minimum subscription for the Placement is $1.36 million. No Shares will be
issued under the Placement unless this minimum subscription is reached.

Due to the fact thal the Placement is conditional upon the receipt of
Shareholder approval, the minimum amount that may be raised pursuant o this
Prospectus is $2.36 million.

Underwriter

The Entilements Offer is fully underwritten by Southern Cross Equities Limited
{Southem Cross}.

The Placement s nol underwriten. However, the Compaony has firm
commitments from various parties in respect of the subscription for Shares under
the Placement.

Please refer to Section 8.2 for details of the underwriting agreement between
the Company and Southern Cross and the firm commitment agreements.
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Residents Quiside Australia and New Zealand

The Offers constiftuled by this Prospecius is made to Shareholders with ¢
reqistered address in Australic and New Zealand only.

No offer of Shares will be made to persons with a registered address in countries
outside Australia and New Zedland and this Prospecius and the accompanying
application forms do not constitute an offer 1o any person with g registered
addreass in any couniry other than Australic and New Zegland.

Taxation Implications

The Directors do not consider that if is appropriate to give potenticl applicants
advice regarding the taxation consequences of applying for Shares under this
Prospectus, as it s not possible 1o provide a comprehensive summary of the
possible taxation conseqguences. The Company, its advisers and officers, do not
accept any responsibility or liagbility for any taxation conseguences 1o potentidl
appliconts.  Applicants should, therefore, consult thelr own professional fox
adyviser in connection with the taxation implications of the Entitlements Offer.

Clearing House Electronic Sub-Register System {*CHESS"™) and issuer Sponsorship

The Company will not be issuing share certificates. The Company will apply o
ASX 1o parficipate in CHESS, for those investors who have, or wish o have,
sponsoring stockbroker. Investors who do not wish 1o parficipate through CHESS
will be issuer sponsored by the Company. Becouse the sub-registers are
electronic, ownership of securities can be transferred without having 1o rely upon
paper documentation.

Elecirenic registers mean that the Company will not be issuing certificaies to
investors. Instead, investors will be provided with a staglement [similor to a bank
account statement} that sets out the number of Shares alletted to them under
this Prospectus. The notice will ciso advise holders of thelr Holder identification
Number (HIN} and explain, for future reference, the sagle ond purchase
procedures under CHESS and issuer sponsorship.

Further monthly statements will be provided 1o holders in circumstances in which
there have been any chonges in thelr security holding in the Compaony during
the preceding month.

Privacy Act

If you complete an application for Shares, you will be providing personal
information o the Company {direcily or by the Company’s share registry). The
Company collects, holds and will use that information 1o assess your application,
service your needs as ¢ shareholder, faciifate dishibution payments and
corporgte  communicalions o you as o shareholder and carry out
administration.

The information may also be used from time 1o time and disclosed o persons
inspecting the register, bidders for yaur securities in the context of takeovers,
reguictory bodies, including the Australian Taxation Office, aguthorised securities
brokers, print service providers, maill houses and the Company’s share registry.

You can access, comect and update the personal information that we hold
about vou. Please contact the Company or iis registry if you wish 1o do so at the
relevant contact numbers set out In this Prospectus.

F 19480 1948 1 Enlibamenls Bsve anct Plocemen] Prospecios Finaioos 8



Callection, maintenonce and disclosure of certain personal information is
govemed by legislation including the Privacy Act 1988 [as amended], the
Carporgtions Act and ceriain rules such as the ASTC Business Rules. You should
note that if you do not provide the information required on the application for
Shares, the Company may not be able 1o accept or process your applicglion.

4.14 Enquiries

Any questions conceming the Offers should be directed to the Mr Andrew King
iMangging Director) or Mr Bryan Dixon {Company Secretary} on {08) 9321 1577.
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5.1

SECTION 5

PURPOSE AND EFFECT OF THE OFFERS
Purpose of the Offers and Use of Funds raised

i the minimum subscriplion for both the Enfiflements Offer and the Placement is
achieved, g total of $3.72 million will be raised by the Company. The funds
raised will be used fo complete surface and underground driling, as well as
channel sampling on the Lomond gnd other known high-grade reef structures in
the Walhdlla Field. A scoping study for Trial mining will alse be conducted to
advance the project towards commercialisation as rapidly as possible.  The
anticipated costs of the Offers will also need 1o be met from total proceeds.

the table below sels out the anficibaled use of the funds raised based on the
minimum subscription amount being achieved for only the Enfilements Offer

($2.36 million]
Placement} and both Offers {$3.72 million}:

{assuming  Shareholder approval

is not oblgined for the

Use of Funds Entittements | Both Cffers
Offer ($) ($)

Costs of the Offers 35.000 35.000
Underwriting and Management Fees 142,000 274,000
Surtace ond underground drilling Walhalia Field 1.083.00C 1,557 000
Channel Sampling Walhalla Field 626,000 1,019,600
Tricl mining scoping study and permitting 474,000 474,000
Walhalla Regional Exploration - 323.000
Additional working capital - 38.000
Total Proceeds $2,360,00C | 53,720,0007

Additional Notes:

I. if more than the minimum suybscription is achieved, it is intended to

apply the agdditional funds as follows:

Use of Funds
Underwriting and Management Fees 6%
Walhalla project 40%
Waestern Australion and Quesnsiand projects 34%
Additional working capital 20%
Total 100%
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52 Effect of the Offers

the principal effect of the Cffers [assuming the Entitlements Offer aond the
Placement are fully subscribed but no Oversubscriptions are accepied) will be

to:
o) incredse cash reserves by approximately $3.72 million {before deducting
estimoted expenses of the Offers); and
{} increase the number of Shares and Contributing Shaores on issue from
63.522,752 as gt the date of this Prospectus to up 1o 90,755,444
53 Pro Forma Consolidated Balance Sheet

Set aut below, for the pumposes of illustration only, is a pro forma statement of
financial position of the Company ofter taking account of the Offers. it is based
on the unaudited statement of financial position of the Company as at 31 May
2005. The pro forma statement of financial position illustrates the effect of the
Cfters as if the issue of Shares under this Prospectus had occurred on 31 May

2005 {based on the assumptions set out below].

PROFORMA CONSOQLUIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 MAY 2005

Current Assets
Cash Asseis
Receivables

Total Current Assets

Non Current Assets

Receivables

Pliant and Equiprnent

Deferred Exploration, Evaiuation and Developrment

Total Non Current Assets

Total Assets

Current Liabilities
Payables
Provisions

Total Current Liabilities

Total Liabilities

Net Assets

Equity
Contributed Eguity
Accumulated Lossas

Total Equity

Unaudited Unaudited
Consolidated Proforma
31 May 2005 Consofidated
918,237 5381.154
106,332 106,332
1,024,569 5,487 486
47 885 47 B85
167,854 167,854
5,887,299 5B87,299
6,103,038 6,103,038
7. 127,607 11,590,524
408,948 408,948
4,200 4,200
413,148 413,148
413,148 413,148
6,714,459 11,177,376
7,921,235 12,384,152
11,206,776} {1,206,776)
6,714,459 11,177,376
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i, The assumptions used in the preparation of the pro-forma statement of financial
position set out gbove are as follows:

) during July 2005, the Company issued 7,000,000 Shares of $0.15 per
Share, raising proceeds of approximately $1.05 milion;

(bl the Company issues 18,149,358 Shares at $0.13 per Share pursuant fo this
Prospecius, raising proceeds of gpproximately $2.36 million;

{c] the Company issues 9,083,334 Shares af $0.15 per Share pursuant 1o the
Placement, raising proceeds of approximately $1.36 million;

{d) estimated costs of the Offers of $309,000 have been recognised directly
against Share capital, as a reduction of the proceeds of the Gffers; and

=3 the net cash adpsstment o the pro-forma statement of financial position
is therefore an increase of $4.46 million.

2. if the Placement is not approved by Shareholders, the number of Shares issued
will be reduced by 2.083,334 and the net cash increase will only be $2.18 miflion.

PRO FORMA CAPITAL STRUCTURE OF THE COMPANY
Shares
Upon compietion of the issue of Shares, the capitd structure of the Company will be s

follows {assuming the Enfitlements Offer and the Placement are fully subscribed but no
Oversubscriptions are accepied):

Shares on issue as atf the date of this Prospectus Number
Fully paid ordinary shares 47,236,787
Resiricted ordinary shares 8,410,715
Unlisted contributing shares 1.391.667
Unilisted resiricted coniributing shares 6,483,583
Total 63,522,752

Shares offered pursuant fo the Entilements Offer 18,149,358

Shares offered pursuant fo the Placement 2,083,334

Shares and Contribuling Shares on issue on complefion of 90,755,444

the Offers

The Confributing Shares are all paid up o ${0.001} and have further ${0.099) to be paid
before they will convert 1o ordinary Shares.

Options

The Company has ¢ total of 1,981,000 unlisted Oplions on issue as atf the date of this
Prospectus.  Of these unlisted Options, 1,000,000 are restricted Options which are
exerciseable at 35 cenis on or beftore 31 October 2008. The remaining 981,000 Opftions
are exerciseable at 35 cents on or before 27 Seplemiber 2009,
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SECTION 6

é. RIGHTS AND LIABILITIES ATTACHING TO SHARES

Full details of the rights oftaching o Shaores are set out in the Company's
Constitution, a copy of which is available for inspection at the Company's
registered office during normal business hours.

The rights, privileges and restrictions atfaching fo Shares can be summarised as
follows:

fa) General Meetings

Shareholders are entfiled to be present in person, or by proxy, attomey
or representalive to atitend and volte o generdl meetings of the
Company.

Shareholders may requisition meelings in accordance with Section 249D
of the Corporglions Act and the Constitution of the Company.

{e) Voting Rights

Subject to any rghis or restrictions for the time being attached 1o any
class of shares, at general meetings of shareholders or classes of
shareholders:

{i] each shareholder present may vole in person or by proxy,
attorney or representative;

{ii} on d show of hands, every person present who is g shareholder
or a proxy, atformney or represeniative of g shareholder has one
vote; and

{iiE} on a poll, every person present who is o shareholder or g proxy,
attorney or representative of a shareholder shall, in respect of
eqach fully paid share held by him, or in respect of which he is
appointed a proxy, attormey or represenictive, have one vole
far the share, but inrespect of partly paid shares shall have such
fraction of one vole equdl 1o the proportion which the amount
paid or credited on that share {excluding any amounts paid up
in advance of the relevant due date for payment} bears 1o the
total amounts paid and payable (including amounts credited)
on that share.

fc) Dividend Righis

Subject 1o the Corporations Act, the Lsting Rules and the righis of
persons {if any) enfitlied 1o shares with special rights fo dividend the
Company may pay dividends as the Directors resolve but only out of
profits of the Company. The method of payment of dividends may
include any or all of the payment of cash, the issue of shares or other
securities, the grant of optlions and the ransfer of assets. The Directors
may determine that dividends be paid on shares of one class but not on
another closs and ot different rotes for different classes of shores.
Subject to the rights of persons (it any] entifled to shares with special
rights as to dividends all dividends are to be declared ond paid
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according to the amounts paid or credited as paid on the shares in
respect of which the dividend is paid. Interest may notl be paid by the
Company in respect of any dividend.

fd} winding-Up

if the Company is wound up, the liguidator may, with the authority of G
special resolution of the Company, distribute among the shargholders in
kind the whale or any part of the property of the Company, and may for
thal purpose setfie any dispute conceming the distribution of the
property including setfting such value gs he considers falr upon any
property 1o be so divided, and may determine how the division is to be
camied oul as belween the shareholders or different classes of
shareholders.

{e] Transfer of Shares

Generally, shares in the Company ore freely fransferable, subject to
formal requirements, the registration of the tfransfer not resulting In
contravention of or failure 1o observe the provisions of a law of Australia
and the franster not being in breach of the Corporations Act or the
Listing Rules.

{f] Varigtion of Rights

Pursuant 1o Section 2468 of the Corporations Act, the Company may,
with the sanction of o special resolution possed o o meeting of
shareholders vary or gbrogate the rights attaching to shares.

If at any fime the share capitd s divided into different classes of shares,
the rights affached fo any class [uniess otherwise provided by the terms
of issue of the shares of that class], whether or not the Company is being
wound up may be varied or abrogaled with the consent in writing of
the holders of three-quarters of the issued shares of that class, or if
authorised by a special rescltion passed al g separate meeting of the
holders of the shares of that class.
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7.1

7.2

7.3

SECTION 7

RISK FACTORS
{eneral
The Shares offered under this Prospecius should be considered speculalive.

The business activities of the Company are subject o varous risks that may
impact on the fulure performance of the Company. Some of these risks can be
mitigated by the use of safeguards and appropriaie systems and conirols, but
some are culside the control of the Company and connot be mitigated.
Accordingly, an investment in the Company carries no guaraniee with respect
o the payment of dividends, retum of capital or price ot which Shares and
Cptions will frade.

A numibber of material risk factors are set out below. This list is not exhaustive and
potentict applicants shauld examine the contents of this Prospectus and consult
thelr professional advisers before deciding whether 1o gpply for Shares.

Economic Risks

General economic conditions, mavements in interest and infiation rates and
currency exchange rates may have an adverse eflect on the Company's
exploration, development and produciion activities, as well as on ifs ability to
fund those activilies.

Further, share market condifions may offect the value of the Company's guoted
securities regardless of the Company’s operaling performance. Share market
conditions are affected by many factors such as:

o) generdl economic oUllook;

{e) interest rates and inflation rates;

fc) currency fluctuations;

fd} changes in investor sentiment toward particular market sectors;
{e] the demand for, and supply of, capital, gand

{f] terrorism or other hostilifies.

Share Market Conditions

There are generdl risks associaied with any investiment in the share market. The
morket price of the Shares can fall as well as rise and may be subject to varied
and ynpredictable influences on the market for equities in general and resource
exploration stocks in particular. Neither the Company nor the Directors warrant
the future performance of the Company or any refurn on an investment in the
Company.
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7.4

7.5

7.6

7.7

Exploration Success

The future profitability of the Company and the value of its securities is directly
related o the resulls of explorgfion. The minercd tenemenis held by the
Company gre at varous stages of exploration, and potential investars shauld
understand  that mineral exploragtion ond  development are  high-isk
undertakings.

There can be no assuragnce that exploralion of the Company’s fenements, or
any other lenements that may be acquired in the fulure, will result in the
discovery of an economic ore deposit. Even if an apporently viable deposit is
identified, there is no guaranfee that it can be economicdlly exploifed. In
addition, mineable resources may become depleted, resulfing in a reduction of
the value of those tenements.

The exploration costs of the Company are based on cerfgin gssumptions with
respect to the methoed and fiming of exploration. By their nature, these
estimates and assumptiions are subject to significant uncerfainties and,
accordingly, the actual costs may materially differ from these estimates and
assumpiions. Accordingly, no assurance can be given that the cost eslimaies
and the underlying assumpiions will be realised in practice, which may materially
and adversely affect the Company’s viability.

Operaling Risks

the operations of the Company may be affecied by various factors, including
failure to locate or identify mineral deposits; failure o achieve predicied grades
in exploration and mining; operagtional and technical difficulties encountered in
mining; difficulties in commissioning and operaling plant and eguipment;
mechanical failure or plant breckdown; unaniicipated metaliurgical problems
which may affect exiraction costs; adverse weather conditions; indusirial and
environmental accidents; industriicl disputes; and unexpected shorages or
increasas in the cosls of consumables, spare parts, plant and equipment.

Resource Eslimates

Resource esfimates are expressions of udgement based on knowledge,
experience and indushy practice. Estimates which were valid when originally
calculated may alter significantly when new information or fechnigues become
available. In addifion, by their very nature, resource estimales are imprecise
and depend 1o some extent on interprefgtions, which may prove o be
inaccurale. As further informatfion becomes avdailgble through additional
fieldwork and analysis, the estimales are likely to change. This may result in
alierations to development and mining plons which may, in tum, adversely
affect the Company’s operations.

Commodity Price Volalility and Exchange Rate Risks

if the Company achieves success leading 1o mineral production, the revenue it
will derive through the sale of commeodities exposes the patential income of the
Company to commeodily price and exchange rate risks. Commodity prices
fluctuote and are affected by many faclors beyond the confrol of the
Company. Such factors include supply and demand fluctuations for precious
and base melals, technological advancements, forward selling activities and
other macro-economic factors.

Furthermore, intemational prices of various commeodities, including gold, are
denominated in United States dollars, whereas the income and expenditure of
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7.8

7.9

7.10

7.1

7.2

the Company are and will be faken intc gccount in Australian currency,
expasing the Company to the fluctuations and volatility of the rate of exchange
between the United States dollar and the Austrglion dollaor as determined in
infernational markeis.

Environmentat Risks

the operations and proposed activities of the Company are subject o State
and Federal lows and regulation conceming the environment. As with most
explorglion projecits and mining operations, ihe Company’s dclivities are
expaected to have an impact on the environment, poarticularly i advanced
explorglion or mine development proceeds. It s the Company’s Infention fo
conduct ifs activiies to the highest siandard of environmental obligation,
including compliance with all environmental laws.

Title Risks and Native Title

Interests in tenements in Australic are govemned by the respective Sate
legisiation ond are evidenced by the granting of licences or leases. Fach
licence of lease is for a specific term and carries with it annuadl expenditure and
reporting commitments, as well as other condifions reqguiring complicnce.
Consequently, the Company could lose title to or its inferest in tenements if
licence conditions are not met or if insufficient funds ore available 1o meet
expenditure commiliments.

It is also possible that, in relation 1o tenements which the Compony has an
interast in or will in the future acquire such an interest, there may be oreas over
which legitimate common low native tille rights of Abcorigingl Australians exist. If
native iitle rights do exst, the abiity of the Company 1o gain access to
tenements {through obiaining consent of any relevant landowner), or o
progress from the exploration phase to the development and mining phases of
operations may be adversely affected. The Directors will closely monitor the
potential effect of native fitle claims involving fenements in which the Company
has or may have an interest.

Additional Requirements for Capital

the Company’s capifal requirements depend on numerous factors. Depending
on the Company’s ability o generate income from s operations, the Company
may require further financing In addition to amounts raised under the capital
raising. Any additional equity financing will dilute shareholdings, and debt
financing, i available, may nvelve restrictions on financing and operating
activities. If the Company is unoble 1o obtain additional financing os needed, it
may be reguired to reduce the scope of s operalions and scale back Hs
exploration programmes as the case may be.

Reliance on Key Management

The responsibiity of overseeing the day-to-day operations and the sirategic
management of the Company depends substanticlly on iis senior management
and its key personnel. There can be no assurance given that there will be no
detrimental impact on the Company if one or more of these employees cease
thelr employment.

Changes in accounting standards

For reporting pericds beginning on or after 1 January 2005 the Company must
comply with Internagtional Finonciol Reporning Standaords {IFRS} as issued by the
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Australian Accounting Standards Board. These changes will affect the way in
which certgin items are reporied in the Company’s financial statements. A
summary of these effects is included in the Company’s Annual Report.

713 Further risks specific to the Company

the curent and fulure operaglions of the Company, including exploration,
gppraisal and production activities, may be offecied by ¢ ronge of factors,

including:

o) geological conditions;

{e) alteration o explorglion and production programmaes and budgets;

fc) vnaniicipated operational and technical difficullies;

fd} mechanical failure of operating plant and eqguipment, adverse weather
conditions, industrial and environmenital accidents, industrial dispules
and other force majeure events;

{e] unexpected shortages or increases in the costs of consumabiles, spare
parts, plant and equipment;

{f] prevention or reskiction of gecess by reason of political unrest, outbreak
of hostilities ar inability 1o obtain consents or approvals {including access
agreements entered into with Native Tifle claimants); and

g} uninsured losses or liabilities.

714 Investment Specylalive

The above list of risk faclors ocught not 1o be taken as exhaustive of the risks
faced by the Company or by investors in the Company. The above factors, and
others not speciically referred 1o above, may in the future materially affect the
financial performance of the Company and the value of the securifies offered
under this Prospectus. Therefore, the securities to be issued pursuant o this
Prospectus cany no guarantee with respect 1o the payment of dividends, refums
of capitdl or the market value of those securities.

Potenticl investors should consider that the invesiment In the Company s
speculative and should consult their professional advisers before deciding
whether 1o apply for securities pursuant o this Prospecius.
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SECTION 8

8. ADDITIONAL INFORMATION
8.1 Continvous Disclosure Obligations

This document is issued pursuant to seclion 713 of the Corporations Act as ¢
fransaction specific prospecius.

Section 713 of the Corporations Act enables companies fo issue transgction
specific prospeciuses where thase companies are and have been for o periocd
of 12 months disclosing entilies.

The Campany is a disclosing entity under the Corporations Act and, as such, is
subject fo regular reporiing and disclosure requirements.  As ¢ listed company,
the Company is subject to the Listing Rules that require it to immediately noftify
ASX of any information conceming the Company of which it is or becomss
aware and which a reasonable person would expect to have a materidl effect
on the price or volue of Shares.  The Shares offered pursuant o this Prospecius
are of o class that has been continuously quoted on ASX for af least 12 months
prior to the dafe of issue of this Prospectus.

Copigs of documents lodged in relation to the Company with the ASIC may be
obtained from or inspected ot any office of the ASIC.

information that is already in the public domain has not been reporfed in This
document, other than that which is considered necessary to make this
document complete.

the Company will provide a copy of each of the following documents free of
charge, to any person on reqguest during the application period in relation o this
document:

) the financial statements of the Company for the financial year ended 30
June 2004, being the last finoncidl statements for o financial year of the
Company lodged with the ASIC before the issue of this document; and

{e) any document lodged with ASX pursuant 1o Section 674 of the
Comorations Act since the lodgement of the finoncial stalements
refered to in paragraph [0} above and before the lodgement of this
document with the ASIC.

For details of documents lodged with ASX since the date of lodgement of the 30
June 2004 Annugl Report, refer 1o the table set out below:

Daie Description of Announcement
V94712005 Change in Substantial Holding from CBA
18/7 /2005 Nofice of Meeling

14/7 /2005 Appendix 3B

12/7 12005 Major Capital Raising
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11/7/2005

Trading Halt

16/6/2005 RIU Conference Presentation

16/6/2005 RiU Conference Presentation

25/05/2005 RiU Conference Presentation

05/05/2005 Cygnet Research Report

29/0472005 Third Quarter Cashflow Report

21/04/2005 Third Quarter Activities Report

07 /0472005 40% Expansion of Lomond Reef Exploration Potential
15/03/2005 Focus on Accelerating Commercialisation of Walhallc
08/03/2005 Fagle Research Report

08/03/2005 Lomond Reef Expands to 2.4mt With +5000000z Potential
1770272005 Half Year Accounts

V770272005 Appendix 3B — Conversion of Contributing Shares
21/01/2005 Second Quarter Cashflow Report

21/01/2005 Second Quarter Aclivities Report

12/01/2005 Surface Drilling Commences

13/12/2004 Change of Director’s Interest Notice

13/12/2004 Change of Director’s Interest Notice

13/12/2004 Change of Director’s Interest Notice

02/12/2004 Broker Prasentation

V771172004 Resulls of Annual Generdal Mesling

V771172004 Lomond Reef Expanded

0571172004 Appendix 38

18/10/2004 Release of Escrowed Securities

14/10/2004 Nofice of Annual General Meeting

14/10/2004 First Quarter Cashflow Report

14/10/2004 First Quarter Activities Report

06/10/2004 Change of Director’s Interest Notice

06/10/2004 Change of Director’s Interest Notice
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8.2

06/10/2004 Change of Director’s Interest Notice
06/10/2004 Change of Director's Interest Nolice
06/10/2004 Change of Director’s Interest Notice
06/10/2004 Change of Director’s Interest Notice
06/10/2004 Appendix 3B — New Issue
01/10/2004 issue of Options

01/16/2004 Change of Company Secretary

ASX maintains files coniaining publicly avoilable information for dll listed
companies. The Company's file is available for inspection gt ASX during normal
hours.

Underwriling Agreement and Firm Commitment Agreements
Underwriling Agreement

Pursuant to an underwriting agreement between the Company and Southem
Cross {Underwriter] dated on or about 12 July 2005, the Company has engaged
Southem Cross as underwriter of the Entilements Offer and manager of the
Plocement.

The Company will pay Southermn Cross the following fees:

) a 1% management fee on the funds raised by the Company pursuant fo
the Placement and a 5% placing fee in relgtion o the funds raised from
investors under the Placement who are infroduced by Southern Cross;
and

(bl a 1% maonagement fee and ¢ 5% underwriting fee in respect of all funds
raised by the Company pursuant to the Entilements Offer.

the above fees are inclusive of GST and will be paid within three {3} business
days of completion of the Offers. Socuthern Cross will be responsible for paying
any fees 1o sub-underwriters.

the underwriing agreement may be leminaled by Southern Cross upon the
occumence of any of the following events:

o) the Prospecius 5 in confravention of any low, Listing Rule, or the
Constitution;

{e) the Prospectus is not lodged with ASIC by 29 July 2005;

{c] the Prospectus lodged with ASIC s not approved by the Underwriter
prior fo lodgement;

fd} the price of gold is at any time below US$380 per once;

{e] the All Ordinaries Index number or the ASX 200 number is at any Hime for

three or more consecutive trading days more than 10% below ifs level a8
at the close of busingss on The business day immediately preceding the
date of this agreement;
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{f] the granting of permission by ASX for quotation of the Shares the subject
of the Enlilements Offer on ASX is not obtained within 5 business days
after the Underwriter lodges the reqguired subscripiion moneys with the
Company for the Shorttall [if any};

g} any permission of ASX reterred to in paragroph {f} is withdrawn, gualified
or made conditionql other than condifions which are regsonable in the
circumstances of the Issue;

fh} subrject o the provisions of Clause 10.2:

i

{i}

(i)

{iv}

the Company makes defoult under or is in breach of any
provision of the agreement [whether or not the same is
exprassed 1o be g condition};

any warranty or representation by the Company in the
agresement ceoses o be rue;

any change occurs in the financial position of o Relevant
Corporglion;

a Relevant Corporation conlfravenes dny provision of s
Constitution, the Corporalions Act or any other applicable
legislation, or the requirements of ASIC or ASX;

there s an outbreak of hostilities, whether war has been
declared or not, gctively involving any one of Australic, New
Zealand, the European Union, United Kingdom, Canada,
Indonesia, Singapore, the United States of America, Japan, ond
the Peoples Republic of China:

an officer of a Relevant Corporalion s chorged with an
indictable offence relating to any financial or corporate matier;

any material statement in the Prospectus is found o be or
becomaes faise or misieading or there s found to be o materid
omission from the Prospecius or any forecast or projection in the
Prospectys becomes untrue or unlikely to be mel in
accordance with ifs terms;

any of material contract referred o in the Prospectus is
terminated or substantially modified:

the Australian Government or the Govermnment of any State or
Terttory or any responsitle Minister of such government or the
Reserve Bank of Australig adopts or announces:

A} any changes in fiscal or monetary or taxation policy
which would or would be lkely to matericlly and
adversely affect companies, generally or any Relevant
Corporation in particular, or investment in shares
generdally in Australia, or in the Company in particular,
including, without limitation, any change which would
or would be likely 1o matericlly ond adversely affect
yvields on Commonwedlth of Aushralic public loans or
semi-govemment, public or privale loans or 1o reskrict
borrowings by corporations generally; or
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{xi]

{xil)

{xili}

{xiv}

[xvi)

[xvii)

{Xix]

(B} any law or prospective law or other measure having or
likely 1o have the effect of prohibiting capital issues,
company profits, foreign investment or affecting tifle to
the Company’s various mineral tenements;

other than in relation o the implemeniation of the drecdy
announced goods and services Tox;

the imposition of any Federal, State or Tenttory Government
restrictions on the level of foreign participalion in the issue or in
any ather legisiation currently in force affecting the operations
of any Relevant Corporation;

i franspires that any of the due diligence resulis in relation to
the Prospectus or any part of the verification material for the
Prospectus was false or misleading or that there was a material
omission therefrom,

an application s made by ASIC for an order under Section
13248 of the Corporgtions Act In relation 1o the Prospectus and
that applicaotion hos not been dismissed or withdrawn on or
before the date Underwriter must lodge applications with the
Company for the Shorifall;

there occurs in relation to the Prospecius an event which is in
the opinion of the Underwriter g “significant change” or g
“significant new matter” reqguiring the issue of a supplementary
prospectus or ¢ replacement Prospectus as provided for by
Section 719(1} of the Corporations Act;

the Underwriter, having elected not to exercise #Hs rghis
because of the occurrence of an event as referred 1o in
paragraph  xiéi} of this clguse forms the view that o
supplementary or replacement Prospecius should be lodged
with ASIC for any of the reasons referred 1o in Section 71941} of
the Corporations Act ond the Compaony fais o lodge o
supplementary or replacement Prospectus in such form and
content and within such fime as the Underwriter maoy
recsonably require;

any person gives o nolice under Sectfion 733{3] of the
Corporglions Act in relation to the Prospectus;

ASIC gives notice of intention fo hold ¢ hearing in relation 1o the
Prospectus pursuant to the Corporations Act or mokes an order
under Section 73%{2} or Section 73%{1], 73%{3} or 73%{4] of the
Corporglions Act,

any person who has previousty consented 1o the inclusion of s,
his or her name in the Prospectus or 1o be named in the
Prospectus, withdraws that consent;

any information supplied at any fime by the Company or any
person on s behalf to the Underwriter in respect of any aspect
of the Issue is or becomes false or misleading;

any material confravention by a Relevant Corporation or an
Officer or any of them of any provision of the Corporations Act
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or the obligations of any Relevant Corporation under any of the
maierial contracts referred 1o in the Prospecius;

{XX] a resolution is passed or an order made by a Court of
competent jursdiction for the winding up of any Relevant
Corporgtion, other than aon order for the purposs of
reconsiruction or amalgamation made with the prior consent of
the Underwriter;

{Xxi] a receiver or receiver and manager is appointed o all or any
part of the assets or undertaking of any Relevant Corporgtion;

{XxH] any Relevani Corporotion enters into any scheme of
arrangement with its creditors or any class of them or indicates
its intention to do so;

{XxHT) any Relevant Corporation suspends payments of its debt or is
unabile 1o pay its debt;

{xxivl 0 provisional liquidator s agppointed 1o any Relevant
Corporglion;

Ixxv) an inspector is gppeinted pursuant to the Corporations Act o
investigote ol or any port of the affairs of the Relevant
Corporglion; or

Ixxvit  the Company fails fo fumish g certificate In accordance with
the reguirements of the agreement or any stalfement in the
certificate is not correct in o maoterial respect.

Clause 10.2 of the agreement stales that the occurrence of any event listed
above will not entitle The Underwriler to terminale the cgreement unless, in the
opinion of the Underwriter reached in good faith, the event has or is lkely to
have a materiaglly adverse effect on the invesiment atfributes of the Company
or is likely 1o give rise to g lability of the Underwriter under the Corporations Acth

Firm Commilment Agreemenis

tThe Company has entered into firm commitment agreements with a various
parties consisting mainly of sophisticated and professiondl investars pursuant to
which the investors have agreed to subscribe for 9,083,334 Shares under the
Placement af an issue price of $0.15 per Share.

the investors include Kingsgate Consolidated Limited [Kingsgate), a high net
worth investor based in & Lanka, a strategic group of London investors,
merchant bank RMB Resources Limited and Melbourne-based Cygnet Capifal
Pty Lid.

Kingsgate has agreed to sub-underwrite the first 4,000,000 Shares under the
Shortfall and haos clso agreed o subscribe for 5,750,000 Shares under the
Plocement. If the number of Shares under the Shorttfall is less then 4,000,000, then
Kingsgate will subscribe for that number of additional Shares under the
Placement that will give it a 19.9% interest in the Company on completion of the
Placement and Rights issue.
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8.3

8.4

Consents

The following consents have been given in accordance with the Corporations
Act and have not been withdrawn as of the date of lodgement of this
Prospectus with the ASIC.

Steinepreis Paganin has given ifs writlen consent o being named as soficitors fo
the Company and has not withdrawn iis consent prior 1o the lodgement of this
Prospectus with the ASIC.

PKF has given its written consent fo being named gs the Company's audifor in
this Prospectus and has not withdrawn s consent prior o lodgement of this
Prospectus with the ASIC.

Southemn Cross Equities Limited has given is written consent o being named as
the Underwriter of the Rights lssue and Manager of the Placement in this
Prospectus. Southern Cross Eguities Limied hos not withdrown Hs consent prior to
lodgement of this Prospectus with the ASIC.

None of the entilies referred 1o in this Section 8.3 have guthorised or caused the
issue of this Prospectus and do not aeccept any liability 1o any persons in respect
of any false or misleading statement in, or omission from, any part of this
Prospectus.

Directors’ interests

Other than as set out below or elsewhere in this Prospectius, no Director nor any
firm in which such g Director is @ parner, has or had within 2 years before the
lodgement of this Prospectus with the ASIC, any interest in:

o) the promotion or formation of the Company;

{e) property dcguired or proposed 1o be gcguired by the Compony in
conneaction with its formation or promotion or the offer of securlies
pursuant 1o this Prospecius; or

fc) the offer of securities pursuant 1o this Prospectus,

and no amounis have been paid or agreed 1o be paid {in cash or shares or
otharwise} to any Director or 1o any firm in which any such Director s a pariner,
either fo induce him o become, or ta gualify him as, a Director or otherwise for
services rendered by him or by the firm in connection with the promaotion or
formation of the Compuany.

the Directors' interests in Shares, Contributing Shares and Options atf the date of
this Prospecius ore:

birector Shares Contributing Options
Shares

Mr Stanley Duncan Greenaway 1,145,000 1,084,600 270,000

Mr Andrew King 1,315,000 2,601,000 285,000

Mr Gordon Hill 200,000 352,749 126,000

Ms Eileen Carr 315,715 150,600 75,000
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8.5

Mr lan Pankhurst {Alterncie) 2,580,454 383,334 75,000

All of the Directors have stated thatl they intend 1o iake up their enfilement
under the Entitements Offer subject to thelr individual financial capacity.

For the financial vear ending 30 June 2005, Mr Andrew King received consulling
fees of $170,000 for his services as Managing Director of the Company. Under
the current remuneration arrangements, Mr King receives consulling fees of
$170.600 per annum effective as of 1 July 2005.

For the financial year ending 30 June 2005, Mr Staniey Duncan Greenaway
received consulting fees of $134,100 for his services gs an Execulive Director of
the Company. Under the curent remuneration arrangements, Mr Gresnaway
receives consulling fees of $134,100 per annum effective as of 1 July 2005.

The maodmum remunaralion of non-executive Direclors s The subject of
Shareholder resolution in accordance with the Company’s Constifulion, and the
Corporglions Low gs applicable. The appointment of non-executive director
remuneration within that maximum will be made by the Board having regard fo
the inpus and value of the Company of the respective contributions by each
non-executive Director. Total fees for non-executive Directors are not 1o exceed
the product of $24,000 multiplied by the weighted average number of directors
for that year plus an additional $4,000 per annum for the Chairman. The Board
may award addifional remuneration to non-executive Directors called upon to
perform exira services or make special exertions on behalf of the Company.

Directors, companies associated with the Directors or their associates are also
reimbursed for ol reasonable expenses incurred in the course of conducting
their duties which include, but are not in any way limited fo, out of pocket
expenseas, ravelling expenseas, disbursements made on behalf of the Company
and other miscellaneous expenses.

Interests of Expers and Advisers

Other than as set cut below or elsewhere in this Prospectus, no expert or adviser
nor any firm in which such an expert or adviser is o partner, has or had within 2
yvears before the lodgement of this Prospectus with the ASIC, any inferest in:

o) the promotion or formation of the Company;

{e) property dcguired or proposed 1o be gcguired by the Compony in
connaection with its formation or promotlion or the offer of securities
pursuant 1o this Prospecius; or

fc) the offer of securities pursuant 1o this Prospectus,

and no amounts hove been paid or agreed 1o be paid {in cash or shares or
otherwise} to any exper! or adviser or ¢ any firm in which any such expert or
adviser is a pariner, either 1o induce him fo become, or to qualify him as, an
expert or adviser or otherwise for services rendered by him or by the firm in
connection with the promeotion or formation of the Company.

Steinepreis Paganin will be paid approximately $10,000 for services in relalion o
this Prospectus.

The fees to be paid to Southern Cross Equities Limited are disclosed in Section 8.2
of this Prospectus.
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B.4 Estimated Expenses of Offers

The estimated expenses of the Offers are as follows:

Underwriling and Management Fees $274,000
ASIC Fees $2.010
Printing and mailing expenses $15,000
ASX fees $8,000
Legal Fees $10.000
TOTAL 5309,000

8.7 Marke! Price of Fully Paid Shares

The Company is a disclosing entity for the purposes of the Corporations Act and
its Shares are enhanced disclosure securities guoted on ASK.

the highest and lowest market sale prices of the Company's Shares on ASX
during the 3 months immediaiely preceding the dafe of locdgement of this
Prospectus with the ASIC and the respective dates of those sales were:

Highest: 18 cents on 14 July 2005
Lowest: 10 cents on 21 June 2005

The lotest available closing sale price of the Company’s Shares on ASX prior 1o
the lodgement of this Prospecius with the ASIC was $0.17 per Share on 19 July
20085,

8.8 Electronic Prospectus

Pursuant to Class Order 00/044, the ASIC has exempted compliance with certain
provisions of the Corporations Act to allow distibution of on elecihonic
prospectus and electronic application form on the basis of ¢ paper prospecius
lodged with the ASIC, and the publication of nolices referring fo an electronic
prospectus or electronic agpplication form, subject 1o complicnce with cerain
conditions.

i you have received this Prospeciys as an elecironic Praspecius, please ensure
that you have received the entire Prospectus accompanied by the relevant
gpplication forms. If you have not, please contact the Company and the
Company will send you, for free, either g hord copy or a further slectronic copy
of the Prospectus or both.

The Company reserves the right not fo accept an Entiflement and Accepltance
Form, a Placement Application Form or a Shortfall Application Form from o
person if it has reason 1o believe that when that person was given geceess 1o the
slectronic version of the form, it was not provided together with the elechronic
Prospectus and any relevant supplementary or replacement prospecius or any
of those documents were incompilete or altered.
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8.9 Directors’ Authotisation and Consent

This Prospectus is issued by the Company and ifs issue has been authorised by o
resclution of the Directors.

In accordance with Section 720 of the Corporations Aci, each Director has
consented 1o the lodgement of this Prospecius with the ASIC.

Andrew King
Managing Director

For and on behalf of
GOLDSTAR RESOURCES NL
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GLOSSARY
Applicant means a Shareholder who applies for Shares pursuant to the Offers.
ASIC means The Australian Securities and Investments Commission.
ASX means the Ausiralian Stock Exchange Limited [ACN OG0B 624 6%1).
Board means the board of directors of the Company.
Business bay means g day on which trading takes place on the stock market of ASX.

Closing bate means the closing date of the Offers, being S5pm [WST} on 18 August 2005
{uniess extended].

Company or Goldstar means Goldstar Resources NL [ABN 76 098 93% 274},
Constitution means the Company’s Constitulion as gt the date of this Prospecius.
Contibuting Share means a contributing share in the capital of the Company.
Corporations Act means the Corporations Act 2001 {Cth].

birectors means the directors of the Company at the date of this Prospectus.
bellar or "§" means Australion dollars.

Entilement means the enliflement of a Shareholder who is eligible 1o porficipate in the
Entitlements Offer.

Entilement and Acceptance Form means the acgepiance form called “Entilement and
Acceplance Form" either atlached o, of accompanying, this Prospecius.

Entilements Offer means the nontenocunceable entilements offer of Shares o
Shareholders as further detailed In Seclion 4.1 of this Prospecius.

Lisfing Rules or ASX tListing Rules means the Listing Rules of the ASK.

Offers mean each of, and collectively, the Enfiflements Offer and the Plgcement.

Option means an option o acquire a Share.

Oversubscriplions means the provision for the Boord to accep! up to an additional
2,000,000 Shares af an issue price of $0.15 per Share under the Placement and as further
detalled in Section 4.2 of this Proaspectus.

Participating Security means a Share and/or g Contributing Share.

Placement means the placement of 9,083,334 Shares at an issue price of $0.15 per Share
pursuant to this Prospecius and as further defailed in Section 4.2 of this Prospectus.

Placement Applicalion Form means the acceplance form called "Placement
Application Form™ gitached to, or cccompanying, this Prospectus.

Prospectus means this prospectus.
Relevant Corporation means the Company and each of 1is subsidiaries.

Record Date means Spm {WST) on 28 July 2005.
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Share means o fully paid ordinary share In the capital of the Company.
Shareholders means holders of Shares and/or holders of Contribuling Shares.

Shorifall means the number of Shares comprising the difference between the Shares the
subject of the Entfitlements Offer, and the number of Shares for which valid Enfiflement
and Accepiance Forms have been received ond accepted by the Company by the
Closing Date.

Shorifall Application Form means the shorifall application form either altached to or
accompanying this Prospecius.

Southern Cross means Scuthern Cross Eqguities Limited.

WST means Westem Standard Time.
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ONLY COMPLETE THIS SHORTFALL APPLICATION FORM IF DIRECTED 1O DO SO BY THE COMPANY

SHORTFALL APPLICATION FORM
GOLDSTAR RESOURCES NL

ABN 75 098 930 274
REGISTERED OFFICE: Unit 4, 26 Clive Street, West Perth, WA 6005
SHARE REGISTRY: Security Transter Registrars Py Limited

770 Canning Highway, Applaecross, WA, 6153
Tek {08 9315 2333

APPLICANT'S DETAILS:
Full name (PLEASE PRINT}

Title, Given Narme(s] & Surnams or Cormpany Name

Joint Applicant #2 or <designated gocounis

Joing Applicant #3 or <designated gocounis

Postal Address {PLEASE PRINT)

Streat Nurnber Streat
Subrurb/Town Storte Post Code
ABN, Tax File Number or Exemption Applicant #2 Applicant #3

CHESS HIN or Existing SRN {where
anplicable)

Number of Shares applied for Application Money enclosed at 13 cents per Share

Iive whosa full name(s) and address appear above hereby apply for the number of Shares shown above {fo be alfocated to mefus by the Company
in respect of this Application) under the Prospectus on the terms set out in the Prospectus.
Cheque Details:

PLEASE ENTER Drawer Bank HSEB or Branch Amotd

CHEQUE
DETARS
THANKYOU

#y/Our contact numbers in the casa of inquiry are:

Telephone{ ). o o FaRD )

NOTE:  Cheques should be made payable to "Goldstar Resources NL — Share Application Account”, crossed "NOT NEGOTIABLE" and forwardad
to the Company or the Share Registty fo arrive no Iater than 5.00 pm WST on that date which is 3 months after the Closing Date {or
such eardier date as directed by the Company}.

Declaration

This Shorifall Application Form does not nead to be signed. By lodging this Shortfall Application Form and a cheque for the application money this

Applicant hereby:

{1} applies for the number of Shares specified in the Shortfall Application Form or such lesser numbier as may be aiocated by the Directors;

2} agress to be baund by the constitution of the Company; and

{3} authorises the Divsctors to comiplede or amend this Shortfal Application Form whers nacessary to cormect any errors of omisgians.



INSTRUCTIONS TO APPLICANTS
Please pust or deliver the completed Shorifall Application Form together with a cheque to the share regisiry of the Company. 1f an Applicant has
any guestions on how fo complete this Shortfall Application Form, please telephone the Share Regisfry on {08} 9315 2333, The Form must be
received by the Registry no lafer than 5.00 pm on the date which is 3 months after the Closing Date (or such earlier date as directed by the
Company}.
A, Appication for Shares
The Shorifall Application Form must enly be complefed in accordance with instructions included in Prospactus.

B.  Nameof Applicant
Write the Applicant’s FULL NAME. This must be either an individual's name or the name of a company. Please refer to the botiom of this
page for the correct form of regisierable title. Applications using the incorrect form of regisierable title may be rejected.

€. Name of Joint Applicants or Account Designation
If JOINT APPLICANTS are applying. up 1o three joint Applicants may register. i applicable, please provide details of the Account
Designation in brackets. Please refer to the bottom of this page for instructions on the correct form of registerable tille.

D.  Address
Enter the Applicant's postal address for alf correspondence. if the postal address is not within Ausiralia, please specify Coundry affer
SuburbTown.

E.  Contact Details
Please provide a comrtact name and daytime felephone number so that the Comparny can contact the Applicant if there is an irregularity
regarding ihe Shorifall Application Form.

F.  CHESSHIN or existing SRN Details
The Company parficipates in CHESS. if the Applicant is already & participant in this system, the Applicant may complete this seclion with
their existing CHESS HIN. if the applicant is an existing shareholder with an Issuer Sponsored account, the SRN for this existing account
may be used. Otherwise leave the section blank and the Applicant will receive a new Issuer Sponsored account and statement.

G.  Cheque Details
Ifake cheques payabie to "Goldstar Resources NL - Share Application Aceount” in Australian currency and cross them “Not Negotiable®,
Cheques must be drawn on an Ausiralian Bank. The amount of the cheque should agree with the amount shown on the Shorifall
Application Form,

H.  Declaration

By compieting ihe Shorifali Application Form, the Applicant wif be taken to have made to the Company the declarations and stalements
therein. The Shortiall Application Form does not need to be signed.

If 2 Shortfall Application Form is not compieted correctly, or if the accompanying payment is for the wrong amount, it may still be accepled.
Any decision of the Direcfors as to wheiher to accept a Shortfall Application Form, and how to construe, amend or compiete i, shall be final.
A Shorfall Application Form will not however, be freated as having offered to subscribe for more Shares than is indicated by the amount of
the accompanying chegue. iWe have personally recalved a copy of the Prospectus accompanied by or attached 1o this Shartfall Application
Form or a copy of the Shortfall Application Form o a direct derivative of the Shortfall Application Form befors applying for Sharss.

Forward your completed appication together with the application money to:

CORRECT FORME OF REGISTRABLE TITLE
Mote that ONLY legal entifies are allowed to hold securities. Shorifall Application Forms must be in the name(s) of a natural person{(s), companias
or other legal enfities acceptable to the Company. At least one full given name and the surname is required for each natural person. Shortfall
Appiication Forms cannot be compieted by persons under 18 years of age. Exampies of the correct form of registrable fitle are sef cut below.

pa of Invastor {orrect Form of Registration Incorract Form of Registration

Use giver names in ful nitials M Johsy Alfred Smith J A Smith

Lse the company's full, ot abbreviations ABC Ply Lid ABCHL o ABC Co
Wi Peter Robeart Yilliams & Peter Robert &
Ms Louise Susan Williams touise S Wiians
Mrs Susan Jang Smith Sue Smith Family Trust
<Sue Snith Famity AIC>
Mg Jane BMary Smith & Estate of iate John Smith
M Frank Wiliam Smith o
<Est John Smith AC> John Smith Deceasad
M Juhys Adfred Smith hkaster Peter Smith

itile adult with an appropriate dasignation. <Pater Smith AIC>
MW Johe Robert Smith & Jonn Smith and Son
W Michagl John Smith
<juhn Sniith and Son AIC>
N Jokrs William Alexandar bty John W A Robterison-Smith
Robertson-Smith
Names Mr Michagl Pater Smith ABC Tenris Association
<ABC Tenwis Assotiation AiC>
annuation Funds Jang Smith Py Led Jane Smith Py Lid
4lfsa the rame of the frustes of the fund. <Super Fund AC> Superannuation Fund




PLACEMENT APPLICATION FORM
GOLDSTAR RESOURCES NL

ABN 76 098 930 274
REGISTERED OFFICE: Unit 4, 26 Clive Street, West Perth, WA 6005
SHARE REGISTRY: Security Transter Registrars Py Limited

770 Canning Highway, Applecross, WA, 6153
Tek {08) 9315 2333

APPLICANT'S DETAILS:
Full name (PLEASE PRINT}

Title, Given Narme(s] & Surnarms or Cormpany Noarme

Joint Applicant #2 or <designated gocounis

Joint Applicant #3 or <designated account>

Postal Address {PLEASE PRINT)

Streat Nurnber Streat
Subrurb/Town Storte Post Code
ABN, Tax File Number or Exemption Applicant #2 Applicant #3

CHESS HIN or Existing SRN {where
anplicable)

Number of Shares applied for Application Money enclosed af 15 cents per Share

IAie whosa full name(s) and address appear above hereby apply for the number of Shares shown above {fo be alfocated to mefus by the Company
in respect of this Application) under the Prospectus on the terms set out in the Prospectus.
Cheque Detaits:

PLEASE ENTER Drawer Bank HSEB or Branch Amotnt

CHEQUE
DETARS
THANKYOU

My/Our contact numbers in the case of inquiry are;

Telephone{ ). o o R Y

NOTE:  Chenues should be made payable to "Goldstar Resources NL — Share Application Account’, crossed "NOT NEGOTIABLE" and forwarded
io the Company of the Share Registry fo arrive no [ater than the Closing Date.

Declaration

This Placement Application Form does not need {o be signed. By lodging this Placement Application Form and a cheque for the application money

this Applicant hereby:

{1}  appfiss for the number of Shares spacified in the Placement Application Form or such lesser number as may be afiocaled by the Directors;

{2} agrees to be bound by the constitution of the Company; and

{3} authorizes the Diractors to complate or amend Bis Placament Application Form where necessary to cormect any ermors or omissions,



INSTRUCTIONS TO APPLICANTS

Please post or deliver the compieted Placement Application Form together with a cheque to the share regisiry of the Company. 1f an Applicant has
any guestions on how to complete this Placement Application Form, please telephone the Share Registry on {08} 8313 2333, The Form must be
received by the Registry no later than the Closing Date.

If JOINT APPLICANTS are applying. up 1o three joint Applicants may register. i applicable, please provide details of the Account

Enter the Applicant's posial address for alf correspondence. i the posial address is not within Ausiralia, piease specify Coundry affer

Please provide a contact name and daytime felephone number so that the Comparny can contact the Applicant if there is an irregularity

A, Appiicafion for Shares
The Placement Application Form must only be completed in accordance with insiructions included in Prospectus.

B.  Nameof Applicant
Write the Applicant’s FULL NAME. This must be either an individual's name or the name of a company. Please refer to the botiom of this
page for the correct form of regisierable title. Applications using the incorrect form of regisierable title may be rejected.

. Name of Joint Applicants or Account Designation
Designation in brackets. Please refer to the bottom of this page for instructions or the correct form of registerable title.

D.  Address
SuburbTown.

E.  Contact Details
regarding ihe Shorifall Application Form.

F.  €HESS BN or existing SRN Datails
The Company parficipates in CHESS. if the Applicant is already & participant in this system, the Applicant may complefe this seclion with
their existing CHESS HIN. if the applicant is an existing shareholder with an Issuer Sponsored account, the SRN for this existing account
may be used. Otherwise leave the section blank and the Applicant will receive a new Issuer Sponsored account and statement.

G.  Cheque Details

Iake cheques payable to “Goldstar Resources ML — Share Application Account” in Ausiralian currency and cross them “Not Negotiable”.
Chegues must be drawr on an Ausiralian Bank. The amount of the cheque shoudd agree with the amount shown on the Placement
Application Fom

Declaration

By completing the Placement Application Form, the Applicant will be {aken fo have made fo the Company the declarations and staiements
therein. The Placement Applcation Form does not need to be signed.

If a Placement Application Form is not completed correctly, or if the accompanying payment is for the wrong amount, it may stil be
accepied. Any decision of the Direclors as to whether to accept a Placament Application Form, and how to constrie, amend or complate i,
shall be final. A Placement Application Form will not however, be treated as having offered fo subscribe for more Shares than is indicated
by the amount of the accompanying cheque. 1We have personally received a copy of the Prospectus accompanied by or atfached to this
Placament Accaptance Form or a copy of the Placement Application Form or a direct derivative of the Placement Application Form before
applying for Shares.

CORRECT FORMS OF REGISTRABLE TITLE

Note that ONLY legal entities are afiowed to hold securifiss. Placement Application Forms must be in the name(s} of & naiural person(s},
companies or ciher legal entifies accepiable fo the Company. At least one full given name and the surname is required for each nafural person.
Placement Application Forms cannot be completed by persons under 18 years of age. Examples of the correct form of registrable title are set out

halow,

pa of Invastor

{orrect Form of Registration

Incorract Form of Registration

Use giver names in ful Mitiaks

M Johsy Alfred Smith

J A Smith

Lise the company's full figt abbreviations

ABC Pty Ld

ABCPL or ABUCo

M Peter Robert Williams &
Ms Louise Susan Williams

Peter Robert &
Louise S Wiliams

Mrs Susar Jang Smiths
<Sue Smith Family AIC>

Sue Smith Family Trust

Mg Jane Mary Smith &

Estate of late John Smith

M Frank Wiliam Smith o

<Est John Smith AC> John Smith Deceasad

M Juhys Adfred Smith hkaster Peter Smith
itile adult with an appropriate designation <Pater Smith AIC>

MW Johe Robert Smith & John Smith and Son

W Michagl John Smith

<juhn Sniith and Son AIC>

N Jokrs William Alexandar
Robartsoern-Smith

bty John W A Robterison-Smith

2 the rame of the frustes of the fund.

<Super Fund AC>

Names Mr Michagl Pater Smith ABC Tenris Association
¢ bearar(s) parsonal name(s <ABC Tenwis Assotiation AiC>
annuation Funds Jang Smith Py Led Jane Smith Py Lid

Superannuation Fund




