WASABI ENERGY LIMITED
ABN 24 000 090 997

NOTICE OF GENERAL MEETING

TiME: 10:00 am (WST)
DATE: Thursday, 2 August 2007

PLACE: The Cellic Club, 48 Ord Street, West Perth, Western Austraiia

This Nofice of Meefing should be read in its entirety. If Sharehoilders are in doubt as fo
how they should vofe, they should seek advice from their professional advisers prior fo

voting.

NOTE: Stanton Parfners Corporate Ply Lid has prepared the Independent Experl’s Reporf
and has provided an opinion that if believes the proposals as outiined in Resolution 2
are not fair but reasonable fo the Shareholders of the Company not associoted with
Xfract. It is recommended that ail Shareholders read the Independent Experl’s Reporf

in fui.

Should you wish to discuss the matters in this Nofice of Meefing please do not hesitate
fo confact the Company Secrefary on (08} 9322 5050,
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TIME AND PLACE OF MEETING AND HOW TO VOTE

VENUE

The General Meeting of the Shareholders of Wasabi Energy Limited which this Notice of
Meeting relates 1o will be held af 10:00 am (WST) on 2 August 2007 of the Cellic Club, 48 Ord
Street, West Perth, Westemn Austraiia.

YOUR VOITE IS IMPORTANT

The business of the Generdl Meeting affects your sharehoiding and vour vote is important.

VOTING IN PERSON

To vote in person, attend the General Meeting on the date and at the place set cuf above.

VOTING BY PROXY

To vote by proxy, please complete and sign the proxy form enclosed with this Notice of
Meeting as soon as possible and either:

() send or deliver the proxy form 1o Level 2 Mezzanine, 28 Ord Street, West Perth or PO
Box 2883, Perth, 6000, Western Australia; or

(b) send the proxy form by facsimile 1o the Company on facsimile number (08) 9322
5052,

so that it is received not later than 10:00 am (WST) on 31 July 2007.

Proxy forms received later than this time will be invalid.



NOTICE OF GENERAL MEETING

Notice Is given that a General Meeting of Shareholders of Wasabi Energy Limited will be
heid at the Celtic Club, 48 Ord Sireet, West Perth, Westem Australia at 10:00 am (WSTY on 2
August 2007 (General Meeting).

The Directors haove deftermined pursuant fo Regulation 7.11.37 of the Corporations
Reguiations 2001 (Cth) that the persons eligible fo vote at the General Meeting are those
who are registered Shareholders of the Company on 371 July 2007 ot 16:00 am (WST).

Terms and apbreviations used in this Notice of Generdl Meeting and Explanatory Statement
are defined in the glossary or in the bxplanatory Statement.

AGENDA

The txplanatory Statement to this Notice of General Meeting describes the matters to be
considered at the General Meeting.

ORDINARY BUSINESS

RESOLUTION 1 — RE-ELECTION OF MR STEPHEN MORRIS

To consider and, if thought fit, o pass, with or without amendment, the following Resolution
as an ordinary Resolution:

“That, Mr Stephen Morris, being a director of the Company retires in
accordance with article 71.2 of the Consfifution and, being eligible, is hereby
re-elected as a director of the Company.”

SPECIAL BUSINESS

RESOLUTION 2 - SHARE PURCHASE AGREEMENT - ACQUISITICN OF SHARES IN AVIVA
CORPORATION LIMITED AND ISSUE OF SHARES TO XTRACT ENERGY PLC

To consider and, if thought fit, o pass, with or without amendment, the following Resofution
as an ordinary Resolution:

“Thot, for the purposes of Listing Rules 10.1 and 10.11 of the ASX Listing Rules
and Sections 208 and 611 ffem 7 of the Corporations Act, and for alf other
purposes, Shareholders approve:

(@) the acquisiion by the Company from Xtract (a substantfial holder of
shares in the Company) of 12,300,000 fully pald ordinary shares in the
capital of Aviva Corporation Limited and Xtract's rights and obligations
under the DC Technology Co-Op Agreement in consideration for the
issue fo Xtract of 175 milion fully paid ordinary Shares in the caopiial of
the Company and the grant fo Xtract of 25 million Opfions fo subscribe
for ordinary shares in the capital of the Company (and the acquisifion
of 25 million fully paid ordinary Shares on the exercise of these Options),
on the terms and conditions set out in the Explanatory Statement: and

(b) the subsequent increase in Xfract's vofing power in the Company from
18.91% to 40.02% ond Cambrion’s voling power in the Company (as
Xtract's holding company), from 18.91% 10 40.02%.”

Expert’s Report: Shareholders should carefully consider the Independent Expert’'s Report
prepared by Stanton Partners Corporate Pty Lid (Stanton Pariners) for the purposes of the
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Shareholder approvadl required under Listing Rule 10.1 of the ASX Listing Rules and Section
611 em 7 of the Corporations Act. The Independent Expert’s Report comments on the
faimess and reasonableness of the fransaction to the non-associated Shareholders in the
Company.

Voting Exciusion: The Comgpany will disregard any votes cast on a resolution by Xtract and
any associate of Xiract, However, the Company need not disregard @ vote if it is cast by o
person as proxy for a person who is entifled 1o vote, in accordonce with the directions on
the proxy form, or it is cast by the person chairing the meeting as proxy for a person who is
entfifted to vote, in accordance with a direction on the proxy form to vote as the proxy
decides.

RESOLUTION 3 — RATIFICATION OF PRIOR ISSUE OF SECURITIES

To consider and, if thought fit, fo pass, with or without amendment, the following Resofution
as an ordinary Resolution:

“That, pursuant to and in accordance with Listing Rute 7.4 and for alf other purposes,
Sharehoiders rafify the oflotment and issue of 15 million Shares af an issus price of 2.5
cents each fo raise 5375,000 ond the grant of 15 milion free atfaching Options ot an
exercise price of 2.5 cents each fo raise a further 5375,000 on the temmns and
condiifions set out in the Explanatory Staterment.”

Voling Exclusion: The Company will disregard any votes cast on this Resolution by a person
who parficipated in the issue and any associates of those persons. However, the Company
need not disregard a vote if it is cast by a person as proxy for a person who is entitled to
vote, in accordance with the directions on the proxy form, or it is cast by the person chairing
the meeling as proxy for a person who is entitled fo vote, in accordance with a direction on
the proxy form to vote as the proxy decides.

RESOLUTION 4 — RELATED PARTY ISSUE - GRANT OF OPTIONS TC MR STEPHEN MORRIS

To consider and, if thought fif, To pass, with or without amendment, the following Resolution
as an ordinary Resolution:

“That, subject to the passing of Resolution 1, for the purposes of Listing Rule 1011 and
Section 208 of the Cormporations Act and for ol other purposes, approval is given for
the Directors fo grant 5 milflon Options exercisable at 3 cenfs each and 5 million
Cptions exercisable at 3.5 cenfs each fo Mr Stephen Morris (an Execufive Director of
the Company) or nominee and ofherwise on the ferms of the Explanatory
Statement.”

Voling Exclusion: The Company will disregard any votes cast on this Resolution by Mr
Stephen Morris and any of his associates. However, the Company need not distegard o
vote If it is cast by g person as proxy for a person who is entitled o vote, in accordance with
the directions on the proxy form, or it is cast by the person chairng the meeting as proxy for
a person who is enfifled o vote, in accordance with a direction on the proxy form to vote
as the proxy decides.

RESOLUTION 5 — RELATED PARTY ISSUE - GRANT OF OPTIONS TC MR TiM WiSE

To consider and, if thought fif, To pass, with or without amendment, the following Resolution
as an ordinary Resolution:

“That, for the purposes of Lisfing Rule 10.11 and Section 208 of the Corporations Act

ond for ol other purposes. gpproval is given for the Direcfors fo grant 5 miffion
QOptions exercisable at 3 cents each and 5 milion Options exercisable at 3.5 cents
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each to Mr Tim Wise (the Managing Director of the Company) or nominee and
otherwise on the terms of the Expianatory Statement.”

Voling Exclusion: The Company will disregard any votes cast on this Resolution by Mr Tim
Wise and any of his associates. However, the Company need not disregard a vote if it is
cast by a person as proxy for  person who is entifled 1o vote, in accordance with the
directions on the proxy form, or it Is cast by the person chairing the meeting as proxy for o
person who is entitled 1o vote, in accordance with a direction on the proxy form fo vote as
the proxy decides.

RESOLUTION 6 — DISPOSAL OF MAJOR ASSET

To consider and, if thought fif, o pass, with or without amendment, the following Resolution
as an ordinary Resolution:

“That, for the purposes of Listing Rule 11.4 and for off other purposes, opproval is
given for Rum Jungle Uranium Lid (Rum Jungle Uranium), o child eniity of the
Company, fo offer securifies in Rum Jungle Uranium, except those refained by the
Company, for the purpose of the listing of Rum Jungle Uranium on the Australion
Securifies Exchange, with a priority Hght only to the Shareholdsrs of the Company,
and not a pro rafa offer as referred to in Lisfing Rule 11.4. 1@, and otherwise on fthe
terms of the Expianatory Statement.”

Voling Exclusion: The Company will disregard any votes cast on this Resofution by o party fo
the transaction to acqguire shares in Rum Jungle aond any associate of that person.
However, the Company need not disregard o vote if it Is cast by a person as proxy for o
person who is enfitied to vote, in accordance with the directions on the proxy form, or it is
cast by the person chairing the meeting as proxy for a person who is entifled fo vote, in
agccordance with a direction on the proxy form fo vote as the proxy decides.

RESOLUTION 7 — RELATED PARTY ISSUE OF SHARES {N RUM JUNGLE URANIUM

To consider and, if thought fif, To pass, with or without amendment, the following Resolution
as an ordinary Resolution:

“That, for the purposes of Section 208 of the Cormporations Act and for afl other
purposes, approval is given for Mr Robert Reynolds and Mr Stephen Morris (Directors
of the Company) or thelr nominees fo subscribe for 160,000 shares and 1,080,000
shares respectively aof g price of 12.5 cenfs each in the capifal of Rum Jungle
Uranfum , a subsidicry entity of the Company and ofherwise on the ferms of the
Explanatory Statement.”

Voling Exclusion: The Company will disregard any votes cast on this Resolution by Mr
Stephen Morris or Mr Robert Reynolds and any associates of those persons. However, the
Company need not dissegard a vote if it is cast by a person as proxy for a person who is
entifled 1o vote, in cccordance with the directions on the proxy form, or it is cast by the
person chairing the meeting as proxy for a persen who is entitied 1o vote, in accordance
with a direction on the proxy form o vote as the proxy decides.

DATED: 28 June 2607

BY ORDER OF THE BOARD

TiIM WISE
DIRECTOR AND COMPANY SECRETARY



Voting Exclusion Note:

Where a voling exclusion applies, the Compaoany need not disregard a vote if i is cast by o
person as a proxy for a person who is entifled 1o vote in accordance with the directions on
the proxy form or i is cast by the person chairing the meeting as proxy for a person who is
entitled o vote, in accordance with a direction on the proxy form to vote as the proxy
decides.



EXPLANATORY STATEMENT

This Explanatory Statement has been prepared for the information of the Sharehclders of the
Company in connection with the business to be conducted at the General Meeting.

The purpose of this kxplanatory Statement is to provide information which the Directors
believe 1o be material to Shareholders in deciding whether or not to pass the Resolutions in
the Notice of Meeting.

ORDINARY BUSINESS OF THE MEETING - RESOLUTION 1

RE-ELECTION OF A DIRECTOR - MR STEPHEN MORRIS

Generdlly, the Conshifution requires that new Directors are re-appointed by o
resolution of Shareholders passed at a general meeting.

Article 71.2 of the Constitution provides that a Director gppointed by the Directors
fo fill @ casual vacancy or as an addition 1o the existing Directors, only holds office
unfil the next annual general meetfing of the Company and is then sligible for re-
election.

Mr Stephen Mords was gppointed by the Directors on 13 November 2006 s an
addition o the existing Directors. He retfires pursuant to Arficle 71.2 and seeks re-
election.

Set out below is a summary of Mr Morris’s gualifications ond experience:

Mr Moris has more than 20 years’ experience in Internafional investment and
management in a range of industies including telecommunications, markefing,
montfacture and veniture capital. He has been an early investor and gavisor fo a
number of ofher companies, Including Medeva Plc, SkyePharma Plc, EHdos Plc,
Briffannic Timber, Simpsons of Comhill Plc, Regina Health and Beaufy PLC and
Australian Platinum {prior fo the formation of Fifth Avenue Capita Inc.).

More recently, Mr Mortis has been g founder and acted ds chief executive of Fifth
Avenue Capital inc (a venture capital company) and a founder and director of
FAC Smaller Strategic Opportunifies Inc as an early stage resources investor,

SPECIAL BUSINESS OF THE MEETING ~ RESOLUTIONS 2, 3,4, 5, 6 AND 7

2.

2.1

RESOLUTION 2 - SHARE PURCHASE AGREEMENT - ACQUISITION OF SHARES IN AVIVA
CORPORATION LIMITED AND iSSUE OF SHARES TO XTRACT ENERGY PLC

Overview

The Company entered info an agreement with Xiract Energy plc Xiract) on 13
November 2006 whereby Xiract agreed o sell and the Company agreed to buy, o
number of shares in the capital of Aviva and Xiract's rights and liabilities under the
DC Technology Co-Op Agreement. Xiract is @ substantial shareholder in the
Company and is controlied by Cambrian,

Subseguently, on 14 June 2007, the Company and Xirract executed g writen
Agreement confirming the terms and conditions of the agreement reached on 13
November 2006 (Share Purchase Agreement). Pursuant to the Share Purchase
Agreement, Xiract agreed fo sell and the Company agreed to purchase 12,300,000



fully paid ordinary shares in the capital of Aviva (Sale Shares) and Xtract's rights and
lickilities under the DC Technology Co-Op Agreement.

The Share Purchase Agreement is subject to and conditional upon the Company
obtaining all necessary Shareholder approvals required to enable the Company o
purchase the Sdle Shares. The purpose of Resolufion 2 is to obiain dll relevant
Shareholder approvals.

On completion of the Share Purchase Agreement, the Company must issue 175
million Shares and grant 25 million Options to Xtract as consideration for ithe
purchase of the Sale Shares and the inferest in the DC Technology Co-Op
Agreement (Securifies).

If Sharehelders approve Resclution 2, the Company will acguire an interest in Aviva
of approximately 18.6% and Xiract’s rights and liabilifies under the DC Technology
Co-Op Agreement.

The Board considers the acquisition of the inferest In Aviva and Xtract's rights and
licbilities under the DC Technology Co-Op Agreement o be a strategic investment
which provides the Company with excellent exposure 1o a potential provider of
ceoal and power gensration o the Western Australion economy as well as an
interest in an exciting technology that is being evaluated for production of char
utilising an environmentally benign pyrolysis process.

o) Aviva

Aviva listed on the Australian Securifies Exchange on 21 Aprll 1994 and s
growing o portfolio of energy assets. Aviva’'s most advanced asset is the
Central West Codl Project (CWC Project) near Eneabba, Western Australia.

The CWC Project is idedlly located in the northern half of the South West
Inferconnected System (SWIS) power grid 1o fake advantage of growth,
both in the SWIS and from new rescurce projects in the Mid West, Westemn
Australia.  The location has the advantage of low cost fuel, availaple
water, adjacent infrastructure, an existing mining lease and freehold land.

Avivd's most recent guarterty report included the following description of ifs
key projects:

Central West Coal Project

During the quarter the CWC resource model was updated fo incorporate
informatfion obtained from the diilf program and codl quality prograom
completed in the December 2006 quarter. The updated resource model is
being used fo calculate mining reserves for the Cenfral West Coaf Project.
The reserve statement will be completed in May. It will nof include any
codl from the area covered by the recently completed seismic survey.

An intemal screening study of new power generation options in the South
West Inferconnected System (SWIS) was completed during the quarter. The
study confirmed the CWC project will underpin a very competitive power
generation option for the SWIS network ond indusfrial cusfomers. A
shortage of fusl for power generation and o recently announced 18%
increase in the price of electicity in WA continues fo strengthen the case
for a power stafion in the Mid West.

In October 2006 Aviva entered info a fwo-month standstill agreement with
ERM Power to enable the negofigtion of an agreement for the co-
development of a base load power station in the Mid-West. Aviva agreed
to extend the standstilf until the end of February 2007, Aviva elected not fo
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te)

extend the standstil agoin to enable other development options fo be
considered. Negotiations with a number of parfies, Including ERM Power
are confinuing.

Economic factors favouring a power station in the Mid West include:

0l Umited gas supply af compefitive prices, commercial quantities
and contractual durafions.

) Verve thergy (previously Westemn Power Generation Division) is
precluded from adding new generating capacity for seven yeais
under the Western Power disaggregation process.

3 Eneabba is 300-600km closer fo new and exisfing projects in the
Mid West than competing base load generation in Kwinana and
Coliie.

Mmamantswe Project Bofswana

During the quarter Aviva Corporafion Limfted signed a letter of agreement
with Mawana Minerals (Py) Lid (Mawaing) of Botswana fo enfer into a Joint
Venture over the Mmamantswe Cod! Project, located 70km north of the
capital, Gaborone.

The Mmamantswe Coal Project fenement area is positioned between fhe
maior infrastructure corridor of Botswana and the South African border.
Rall, power and highway links fo Garbarone and South Africa pass within
30km of the coal deposit.

Aviva and Mawana have enfered Info an agreement whereby Aviva will
spend USS0.6M over 18 months upon which Mawana will gront it an opfion
fo eam a 90% Joint Venture inferest in the project by complefing a
Bankabtle Feasibility Study. Mawana will be free canied to production onits
10% interest and will have the rght fo take up a further 15% on o fully
funded basis.

Aviva expects fo finalise the appointment of a supervising geologist and
dnifing contractor in the coming weeks. A 2000 metre diill program is being
planned fo commence in May.

Mmamantfswe Is ideally located fo meef the growing demand for energy,
being close fo the main Eskom inferconnectors which trave! through a
major industiial corridor en route fo Johannesburg only 300km away. The
project has many simitarities fo the company’s Cenfral West Codl Project in
WA but with the potential fo host significanfly more coal of a beffer
stiipping raffo.  #t Is anficipated that the Mmamanitswe deposit will yield
both metaliurgical ond thermal products.

Danieli Corus

Danieli Corus is an engineerdng and confracting consulfancy company
providing services infemationally to the iron and steel and primary metals
industry. Danieli Corus is o 50/20 joint veniure between Corus HO London,
one of kurope’s foremost steel making enfities, and Danieli, Haly,
rmanufacturer of steelmaking plants and eguipment worldwide.

Corus has fron and steelmaking faciiities at ljmuiden, The Netherlands,
which is considered o be one of kurcpe’s most efficient integrated iron
and steelworks.



in Aprit 2007, Corus was acquired by Tata Steet, HO Mumbai, india.

With the combined group’s growth over the next 5 years, it is expected 1o
become the second largest steel enfity in world. The current ouiput of
24,006,000 tonnes in 2006 is projected to increase 1o 40,000,000 tonnes p.a.
in 2012, Totol revenues in 2006 were Euro 20 billion.

in June 2005, Danieli Corus and Cambrion entered into a mutudlly exclusive
co-operation agreement fo bring the CCP (Confinuous Charmaking
Process) technology to commercial application.  Under the agreement,
Cambrion owns the fechnology ond Daniell Corus provides the
development, engineering and plant construction know how.

in November 2006, Cambrion and Xiract reached an agreement whereby
Cambrion agreed 1o fransfer to Xiract all of Cambrian’s rights and liabilities
under the DC Technology Co-Op Agreement. Cambrian ond Xiract
subsequently confirmed that agreement in writing in June 2007.

The CCP technology consists of a process to convert low-grade carbon
resources into valuable chor or, in a later stage, coke by pyrolisation. A
double screw pyrolyser is designed to overcome the plastic phase that is
reached during the heating of the carbon material. The volatiles of the
carbon are capiured fully in the form of by-products and gas. The benefils
of the technology are believed 1o include:

(i Small scale facilities are possible, from 50,000 tons per year

(D Modular build-up 1o larger units

{iii) Use of cheaper low-grade carbon resources

{v) Use of waste codl resources (waste pond fines) is possible

o) No limitation in grain size of input materials

vl Twin screw technology dliows the use of any codl fype even

swelling and caking codals

Much work was done in the USA in the 1990"s under Department of Energy
confracts with an estimated cost of around $10 million.

Cambrian has spent the following in relation o the DC Technology Co-Op
Agreement:

Phase 1, quick scan £ 55,000
Phase 2, pyrolyser design study € 250,000
Phase 3, risk mitigation € 420,000
Total € 725006

Phase 4 consists of material testing for oil shale and Australian lignite and
revision of the feasibility study specifically for these materials, which are
believed 1o generate robust financial resuls. New ideas fo increase heat
transfer by infrared and by lorger heot exchonge surface will be
incorporated. The Pyrolyser design needs to be amended for oil shale ond
for lignite.



22

23

24

As with the evaluation and development of any new technology, there are
a number of risks that include issues with patents and rights fo the
technology, the technology not being commercially viable or production
faciiities not performing as expected from test facilities,

Generdl
Resolution 2 seeks Shareholder approval:

(o) in accordance with Listing Rule 10.1 of the ASX Lising Rules, for the
acguisition of the Sale Shares (being the interest in Aviva) and the interest in
the DC Technology Co-Op Agreement by the Company from Xiract;

()] in accordance with section 208 of the Corporations Act ond Listing Rule
10.1 of the ASX Listing Rules, for the issue of 175 milllion fully poid ordinary
Shares in the capital of the Company and 25 million Options to Xiract in
consideration for the acquisition set out in paragraph () above; and

{c) in accordance with Section 611 ftfem 7 of the Cormporafions Act, for the
acguisttion of a relevant interest in voling shares of the Company by Xiract
and Cambrian, as Xtract's holding company, by virtue of the issue 1o Xtract
of 175 million Shares in the capital of the Company and 25 milion Opfions
{and the acquisition of 25 million Shares in the capital of the Company or
the exercise of these Oplions) in circumstances which would otherwise
confravene Chapter 6 of the Corporations Act,

ASX Listing Ruie 10.1

ASX Listing Rule 10.1 provides that an entity (or any of its subsidiaries) must not
acquire a “substantial asset” from, or dispose of o substantial asset fo, a substantial
holder {f the person and the person’s associates have o “relevant interest”, or had
a relevant interest at any time in the 6 months before the transaction, in at least 10%
of the fotal votes alfached 1o the voling securities).

An asset is substantial if s value or the value of the consideration for it is, or in ASX's
opinion is, 5% or more of the equily interests of the company as set out in the latest
accounts given o ASX under the Listing Rules. For the purposes of ASX Listing Rule
10.1, Xhract and Cambrian, as Xtract’s holding company, are substantial
shareholders In the Compony. The Transcction therefore reguires shareholder
approval for the purpose of ASX Listing Rule 10.1.

ASX Listing Rule 10.7 provides that shareholder approval sought for the purpose of
ASX Listing Rule 10.1 must include a report on the proposed acquisiion from an
independent expert.

Accompanying this Explanatory Statement is an Independent bxpert's Report
prepared by Stanton Pariners concluding that the proposed Transaction is not fair
but reasonable to the non-associated Shareholders.

Section 208 of the Corporations Act

Under Chapter 2k of the Corporations Act, a public company cannot give o
“financial benefit” 1o o “related party” uniess one of the excepftions 1o the section
apply or shareholders have in general meeting approved the giving of that
financial benefit 1o the related party.

In the current circumstances, the issue of Shares to Xtract constitutes o “financial
benefit” as defined in the Corporations Act. Further, Xiract could be considered fo
be a “related party” of the Company as defined under the Corporations Act by
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virtue of being a major Shareholder of the Company. Accordingly, the proposed
issue of Shares o Xtract could constifute the provision of a financial benefit fo o
refated party of the Company.

The Directors are of the view that the exceptions under the Cormporations Act 1o the
provision of a financial benefit o o related party may not apply in the current
circumnstances.

The Directors have determined to seek Shareholder approval under Section 208 of
the Corporgfions Act 1o permit the issue of the Shares to Xiract,
Secfions 217 fo 227 of the Corporations Act

Pursuant 1o Sections 217 fo 227 of the Corpordlions Act, the Company provides the
following information to Shareholders in respect of the propoesed financial benefit 1o
be given o Xtract:

o) the related party to whom the financial benefit will be given is Xtract, ¢
substantial holder in the Company;

()] the moximum number of Secufies (being the nature of the financial
benefit o be provided) to be issued is:

) 175 million Shares; and
{n 25 million Options;
{c) no funds will be raised from the issue of the Securities;
() Xtract currently has an interest in the following Securities in the Company:
Shares Options
Direct interest! 81,511,422 il
Indirect inferest2 25216,667 il
TOTAL RELEVANT 107,428,089 Nil
INTEREST?

Notfe 1: Xfract is the redisterad holder of these shares.

Note 2: Cambrian is the registered holder of these shares so Xiract has an indirect
inferast in them through Cambrian.

Note 3: Xfract's total relevant inferest = the direct inferest + the indirect inferost.

() in the 12 monihs before the date of this Notice the highest, lowest and
latest rading price of Shares on ASX are as set outf below:
Date Price
Highest 5 January 2007 6.4 cents
Lowest 6 October 2006 2.1 cents
Last 26 June 2007 4.0 cents
() if Shareholders approve the issue of Shares and Options to Xiract, the

effect will be 1o diute the shareholding of non associated Shareholders by
approxdmately 21.11%. The market price for Shares during the term of the
Options would nomally deftermine whether or not the Options are
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exercised. If, at any time the Shares are frading on ASX af g price that is
higher than the exercise price of the Options, there may be a perceived
cost o the Company;

(o)} if the Options are exercised, a fotal of 200 million Shares would be dllotied
and fssued in the Company. This will increase the number of fully paid
ordinary Shares on issue from 568,140,445 to 768,140,445 Shares with the
effect that the shareholding of existing Shareholders {prior fo the issue of
the fully paid ordinary Shares the subject of Resclufion 3 and the issue of
Shares upon the conversion of the Options pursuant o Resclution 3 and the
conversion of the A and B Options pursuant fo Resolutions 4 and 5) would
be diluted as follows:
Securily No. of Current No. of No. of No of % of Co's No of % of Co's
Holder Issued % of Opftions Shares Shares Held Issued Shares Held Issued
Shares Co’s Granted Issued by | if Resolution Capital if it Resolution Capital if
Currently Issued by Resotution 2 Shores only 175 2 Shares Xtract
Held Capital | Resolution 2 issed and ritlion issued and exercises
2 no Options Shares all Options all Options
exercised issued to exercised issued by
Xiract (e Resolution 2
no Options
exercised)
Xtract? 81.511.422 14.35% 25000000 | ¥75.000,000 | 256511422 34.52% 281511422 36.65%
Cambrian? 25916667 4.56% 4 G 25916667 3.49% 25910667 3.37%
Total 107.428 089 1891% 25000000 | ¥75.000,000 | 282428089 38.00% 307 428 089 40.02%
Relevant
Interest?
Non 460,712,386 81.09% ) G 460,712,386 62.00% 460,712,356 50.98%
associated
Total 568,140,445 100% 25,000,000 | 175,000,000 | 743,140,445 100% 768,140,445 100%

Note 1 Xiract is the registered holder of these shares,

Note 2: Cambrian is the registered holder of these shares so Xirdet has an indirect inferest in tham through

Carnbricin,

Note 3: Xiract's fotal relevant interast in Wasabi = Xiract's inferest + Cambron’s interast.

(a)

the Directors recommend that Shareholders vote in favour of Resolution 2
as they are of the view that the issue of 175 million Shares and 25 million
Options to Xtract is appropriate consideration for the acquisttion of the Sale
Shares by the Company. The Board considers the acquisition of the interest
in Aviva and the DC Technology Co-Op Agreement to be o shategic
investment which will strengthen the Company’s energy asset base; ond

the ASIC in reviewing documents lodged under section 218 relating to the
giving of a financial benefit to o related party of g public company
requires explanatory information regarding the value of the financial
benefit and the value of the asset being acquired. Shareholders should
refer 1o the vduation in the Independent bxpert’s Report prepared by
Stanton Partners which forms part of this Explanatory Statement,
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ASX Listing Ruie 16.11

ASX Listing Rule 10.11 reqguires a listed company fo obtain shareholder approval by
ordinary resolution prior to the issue of securities 1o o related party of the Company.

If Resolution 2 is passed, Securities will be fssued to Xitact, which i a related party of
the Company.

Accordingly, approval for the issue of Securities fo Xiract is required pursuant to ASX
Listing Rule 16.11.

Approval pursuant to ASX Listing Rule 7.1 is not required in order fo issue the Shares
fo Xtract as approval is being oblained under ASX Listing Rule 10.11. Shareholders
should note that the issue of Securities to Xiract will not be included In the 15%
calculation for the purposes of ASX Listing Rule 7.1,

ASX Listing Rule 10.13 sets cut a number of matters which must be included in o
notfice of meeling proposing an approval under ASX Listing Rule 10.11. For the
purposes of ASX Listing Rule 10.13, the following information is provided in relation o
Resolution 2:

(o)} the maximum number of Shares 1o be issued by the Company is 175 million
and the maximum number of Options to be issued by the Company is 25
million;

) the dllottee of the Securities will be Xiract;

() the Securities will be issued no later than one month affer the date of the

General Meeting (or such later date as permiftted by any ASX waiver or
moedification of the ASX Listing Rules) and it is anficipated that allotment will
occur on one date;

{ch) Xiract is a substantial Shareholder of the Company;

() the deemed issue price of the Securities is 3 cents each;
{f) the Securities will rank egudlly with existing Securities on issue; and
(o)} no funds will be raised from the issue of the Securities as they are being

issued in consideration for the acquisition of the Sale Shares.
Section 611 item 7 of the Corporations Act

{an) Section 606 of the Corporations Act - Statutory Prohibition

Pursuant to Section 604(1) of the Cormporgtions Act, d person must not
acguire a relevant inferest in issued veting shares in a listed company if the
person acquinng the interest does so through ¢ transaction in relation to
secugifies enfered info by or on behdlf of the person and because of the
transaction, that person’s or someone else’s voling power in the company
increqses:

0} from 20% or below o more than 20%; or
{n from a starting point above 20% and below 90%.
()] Voling Power and Relevant Interests

) Voting Power

13



@

The voling power of g person in a body corporate is determined in
accordance with Section 610 of the Corporations Act.  The
calculation of a person’s voling power in a company involves
determining the voting shares in the company in which the person
and the person’s associates have a relevant interest.

A person (second persen) wil be an “associate” of the other
person (first person) if;

(A) the first person is a body corporate and the second person
Is:
)] a body corporate the first person controls;
L1y a body corporate that conirols the first person; or
¢ a body corporate that is confrolled by an entity

that controls the first person;

B the second person has entered or proposes o enter info o
relevant agreement with the first person for the purpose of
confroling  or  influencing the composition of ihe
Company’s board or the conduct of the Company's
affairs; or

) the second person is o parson with whom the first person is
acting or proposed to act, in concert in relation 1o the
Company’s affairs.

Relevant Interest

Section 608(1) of the Corporations Act provides that o person has
a relevant interest in securities if they:

{A) are the holder of the securities;

(B} have the power 10 exercise, or control the exercise of, o
right to vote attached to the securities; or

{) have powser 1o dispose of, or confrol the exercise of o
power 1o dispose of, the securities.

It does not matter how remote the relevant interest is or how it
arises.  If two or more people can jointly exercise one of these
powers, each of them is taken o have that power.

Section 608(3) of the Corporations Act provides that ¢ person has
the relevant inferests in any securities held by a body corporate in
which the person’s voling power is above 20%.

As Xtract is the holder of the Securifies, # has a relevant interest in
the Company.

in the event that the Securities the sublect of Resolution 2 are issued (and
dpon conversion of the 25 milion Options info Shares), Xiact's and
Cambirian’s shareholding and voting power will iIncrease as follows:
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Name Current Holding Current Holding Voiing
Voting following Power
Power the issue following
and the issue
exercise of | and
the exercise of
Resclution 2 | the
Securities Resolution
2 Securities
Xiract! 81,511,422 Shares 14.35% 281511422 | 36.65%
Shares
Cambrian? | 25,216,667 Shares 4.56% 25,916,667 3.37%
Shares
Total 107,428,089 18.91% 307,428,089 | 40.02%
Relevant
Interests

Notfe 1: Xfract is the redisterad holder of these shares.

Note 2: Cambrian is the registered holder of these shares so Xiract has an indirect
inferast in them through Cambrian.

Note 3: Xtract's total relevant inderest in Wasabi = Xiract's interest + Cambrian’s interost.

Section 611 lfem 7 of the Corporgtions Act — Exemption from Section 606

Section 611 of the Corporations Act provides that certain acquisitions of
relevant interests In o company’s voting shares are exempt from the
prohibition in Section 606(1), including acguisitions approved previously by
a resolution passed at a general meeting of the company in which the
acquistion is made (Section 611 Hem 7).

For the exermplion in Section 611 Hem 7 to apply. Shareholders must be
given doll information known to the person proposing to make the
acquistiion or their associates, or known o the Company, that was material
to the decision on how to vote on the resoldytion. The ASIC has indicated
what addiionadl information should be provided fo shareholders in these
clrcumstances.

For the purposes of the Corporafions Act and Policy Statement 74 the
following information is disclosed in relation fo the acquisition of d relevant
interest In the Company by Xiract and Cambrian. Shareholders are also
referred 1o the Independent bxpert’s Report prepared by Stanton Partners
which forms part of this Explanatory Statermnent.,

The figures in the following section assume that:

) all of the Securities the subject of Resolution 2 hove been issued
and no additionat Securities are issued; and

B Xtract does not acquire any Securities other than those referred o
in Resolution 2.

Prescribed Information:

0l The identity of the person proposing fo make the acquisition and
their associofes:
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Xtract

Xtract and s holding company, Cambrion, are proposing fo
acquire a relevant interest in the Company’s voting shares.

Xtract was formed in October 2004 (previously Resmex plc) to
invest in energy and mineral resources in kurope, North America
and Australia. Cambrian owns 53% of the issued capital of Xiract.

Xtract has built up a significant portfolio of oif shale resource
tenements in Ausfralic and has applied for explordtion permits in
New Zealand. Xiract, in conjunction with Australia’s CSIRO, cims 1o
develop commercially effective technology to unlock oil reserves
in oif shale depcosits in Queensland, Australic.  The Queensland
deposits, known as Julia Creek, contain substaniial quantities of ol
In one particular part of the depcsit, called Area C, there are 415
mifllion bairrels of in sifu resources.

Details in respect of Xiract can be obtained from reviewing ifs
website ot www . dractenergy.co.uk.

Cambrian

Carmbrian is a diversified mining house that manages and supporis
operations in codl mining and gold/antimony. It also has extensive
exposure 10 energy projects and related technologies, from oil
shale assets through fo dlfernative energy projects, as well as
exposure to traditional oil and gas exploration and development,

Cambrian has been instrumental in the past 3 years in developing
a number of mines and moving them Info production. These
include: the Augusta Gold Antimony Mine in Victoria, Australia; the
2.4 million tonnes per annum Wolverine Hard Coking Coal Mine in
Western Canada; the Dilion and Brule PCl Mines in Westem
Conada s well as the underground and surface thermal codl
mines in West Virginia, USA.

Cambrian’s most recent guarterty report included the following
description of #is activifies:

"COAL

Cambrian’s codl inferests are held through Western Canadian
Coal Conp (47.5%) and Cod! Intermnational plc (34.4%).

1) WESTERN CANADIAN COAL CORPORATION (AIM/TSX:WITN)

WIN has ftwo operaling metallurgical coal mines (Wolvetine and
Bruley and q 50% interest in a joint venture with addifional coal
properfies (Belcowt Saxon). This quarter has been a progressive
period for WIN as the company had fo dedl with a number of
tfough, operafional issues which have deloyed production.
Cambrion hos confidence thaf WIN's management has now
overcome each of these issues and it is very encouwraging thot
from1 April clean-coal production af Wolverine has been at g rate
of 200,000 tonnes per month. WIN's second mine, Brule twhich
reploced production from the Diflon Mine within the Bumt River
coal property), has afso proceeded well,
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2) COAL INTERNATIONAL PLC (AIM.CLND

The first quarter period has seen record production from CLN's
Gauley Fagle property aond the company will now look to sustain
these levels over the longer term. The next quarter will be very
important fo CLN as production is due fo commence at the
Powellifon property. The Eagle No. 1 mine (ot Powellfon) will
produce premium mefaliurgical coal, which sefls of a significantly
higher price than thermal coal. The consistent development of
CLN’s assets is establishing the company as a refiable supplier of
quality codt.

BASE AND PRECIOUS METALS

Cambrion’s wholly owned subsidiary, AGD Mining, owns the
Augusta gold and antimony mine ond the Cosferfield ore
treatment plont in central  Victoria, Ausfrafia. Costerfield
commenced production last year and the mine is now ramping up
production capacity. Cambrian is also very encouraged by the
exploration pofential of the asset, further fo the high grade dill
resulfs announced in the quarfer which management believes will
likely increase the life of the mine and the overalf economics of the
project,

AGD also holds nickel interests through invesfments in Vulcan
Resources Lid (17%) and Asian Mineral Resources (20%), providing
Cambrian with good exposure fo one of the strongest commodity
markets.

ENERGY

The Group’s non-coal enetgy inferests in Cambiian Ol & Gas plc
("COIL"), Wasabi Energy Limited (ASX: WAS) ("Wasabi”) and Aviva
Corporation Limited (ASX: AVA) are held by Xtract Energy Pic.

COIL holds 22% of ASX listed Methanof Australia Lid ("MEO™), which
holds o 12,070 square kilometre pefroleumn exploration permit off
the east coast of Australia’s Northern Terrifory and s planning a
three well explorafion programme  lIater fthis yeaor. The
inferprefation of newly acquired 3D seismic over the Epenara
structure is ongoing ond MEQ expects fo have resulfs in the near
future. An independent study conducted by CSIRQ in Australia has
confirmed high (~ 100 bbis/Mmscf) condensate gas ratios within the
tpenarra Structure infersected by Heron-1.”

Cambrian’s primary listing is on the Alternative investiment Market
of the London Stock Exchange. Cambrian sought an ASX listing for
chess depositary interests (CDI} over its shares 1o facillfate trading
in Camibrian shares by its Australian based shareholders. At the
fime of the listing, Cambrion anficipated that most of the
Austration based shareholders would hold their Camibrian shares in
the form of CDI's and that trading on ASX would be active. This
has not occurred and accordingly Cambrian has written o ASX
advising that it wishes 1o be removed from the official list. ASX has
aavised Camibrian that it will be removed from the official list of
ASX if it complies with certain conditions. On the basis of that
complionce, Cambiian will be removed from the officidd list of ASX
on 7 September 2007,
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{b

(v

(v}

Detalls In respect of Cambrian can be obtained from reviewing s
welbsite ot www.cambrianmining.com.

The maximum extent of the increase in the person’s vofing power
in the Company that would resulf from the acquisition:

The maximum extent of the increase in Xiract’s voling power that
would result from the acquisition is 21.11%.

The voifing power that person would have as a resulf of the
acgisition:

The voting power that Xtract would have as a resuft of the
acquisition is 40.02%.

The maximum extent of the increase in the voling power of each
of that person s associates that would resulf from the acquisition:

The maxdmum extent of the increase in the voting power that
Caombrian would have as o result of the acquisition is 21.11%.

The voting power that each of that person’s associates would
have as o result of the acquisifion.

The voting power that Cambrian would have as a result of the
acquisition is 40.02%.

2.7 Terms of Securities

(o)

te)

The Securffles proposed to be issued In accordance with Resolution 2 will
rank equdlly in all respects with the Company’s existing issued Securities.

Each Opftion will enfitle the holder 1o subscribe for one fully paid ordinary
Share in the Company on the following terms:

0

()

(i)

(v

)
v

the Opftions shall expire ot 5:00 pm (WST) on 30 June 2008 (Expiry
Date);

the amount payable on the exercise of the Oplions will be 3 cents
edch for ecch Option exercised;

an Option does not confer the right to a change in exercise price
or a change in the number of underlying Securities over which the
Option can be exercised;

the Options may be exercised wholly, or in part, by notice in writing
fo the Directors of the Company given prior 1o or on the Expiry
Date. Any notfice of exercise of an Optlion will be deemed fo be
dared as at the last day of the month on which the Company
receives the notice;

an Option may be fransferred at any time prior 1o the expiry date;

there are no partficipaling rights or entitlements inherent in the
Options and Optionholders will not be entitled o participate in
new Shares of capital offered 1o Shareholders during the currency
of the Options. However, the Company will ensure that for the
purposes of the proposed issue notice of the new issue will be
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given to Optionholders at least seven (7) Business Days pefore the
record date. This will give Optionholders the opportunity o
exercise thelr optlions prior 1o the date for determining entiflements
to participate in any such issue;

{vii) in the event of any reconstruction {ncluding consolidation, sup-
division, reduction or return) of the issued capital of the Company
prior to the Expiry Date, dll rights of the Optionholder will be varied
in accordance with the Listing Rules; and

Qi) Options not exercised by the bxpiry Date will autormatically expire.

Intentions of Xtract and Cambrian in relation to the Company

The Company has been informed that Xtract and Camibrian:

Q) have no intention of making any changes to the business of the Company;
() do net presently intend fo inject further capital into the Company;

) do not propose 1o change the employment arrongements of the
Company;

(e) do not intend fo fransfer any property between the Company and them
nor any person associated with them other than as set out in this Notice;

(£ do net infend to redeploy any fixed assets of the Company; and

(o)) hove no current infention to change the Company’s existing policies in
relation to financial matters or dividends.

Directors’ Recommendation

The Directors recommend that Shareholders vote in favour of Resolution 2 gs they
are of the view that the issue of 175 million Shares and 25 million Options to Xiract is
appropriate considerdtion for the acguisition of the Sdle Shares by the Company.
The Board considers the acaquisttion of the interest In Aviva and the DC Technology
Co-Op Agreement to be a strategic investiment which provides the Company with
excellent exposure 10 a potential provider of coal and power generation 1o the
booming Westemn Australian economy as well as an interest in technology that is
being evaluated for production of char utilising an environmentdlly benign pyrolysis
process.

RESOLUTION 3 - RATIFICATION OF PRIOR ISSUE OF SECURITIES
General

On 16 February 2007, the Company anncounced the completion of a placement of
15 million Shares atf 2.5 cents each with 15 milllion free aftaching Optlions exercisable
at 2.5 cents each on or before 14 Joanuary 2008,

None of the subscribers pursuant to this issue were related parties of the Company.

Resolution 3 seeks Shareholder ratification pursuont fo Listing Rule 7.4 for the issue of
those Shares (Ratification).
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By rafifying this issue, the Company will retain the flexibility to issue equity Securities
in the future up fo the 15% threshold set out in Listing Rule 7.1 without the
requirement fo obfain prior Shareholder approval.

Technical information required by Listing Rule 7.4

Pursuant fo and in accordance with Listing Rule 7.5, the following information is
provided in relation 1o the Ratification:

(o)

(b)
)

(&

(&)

15 milion Shares were ollotted ond issued ond 15 milllion free attaching
Options were granted o ML&C Two Hundred and Four Pty Lid.

the Shares were dliotted and issued on 23 February 2007;

the issue price of each of the Shares was 2.5 cenis each and the Options
were granted for free;

the Shares issued were all fully paid ordinary shares in the capital of the
Company; and

the funds raised were used for working capital purposes.

Terms of Securities

(o)

te)

The Securifies issued in accordance with Resofution 3 rank egually in all
respects with the Company’s existing issued Securities.

Each Optlion endifles the hoider to subscribe for one fully paid ordinary
Share In the Company on the following terms:

) the Cptions shall expire at 5p.m. (Westermn Standard Time) on 14
January 2008 (Expiry Bate);

an the amount payabile on the exercise of the Options will be 2.5
cents each for each Option exercised;

Gy an Option does not confer the right to a change in exercise price
or a change in the number of underlying Securities over which the
Option con be exercised;

{iv) the Options may be exercised wholly, or in part, by notice in writing
fo the Directors of the Company given prior 1o or on the Expiry
Date. Any notfice of exercise of an Optlion will be deemed fo be
dared as at the last day of the month on which the Company
receives the notice;

)] an Option may be fransferred at any time prior 1o the expiry date;

v there are no participaling rights or enfittements inherent in the
Options and Optionholders will not be entitled o participate in
new Shares of capital offered o Shareholders during the currency
of the Options. However, the Company will ensure that for the
purposes of the proposed issue notice of the new issue will be
given to Optionholders at least seven (7) Business Days pefore the
record date. This will give Optionholders the opportunity o
exercise thelr optlions prior 1o the date for determining entiflements
to participate in any such issue;

{vii) in the event of any reconstruction {ncluding consolidation, sup-
division, reduction or retfurn) of the issued capiial of the Company
prior to the Expiry Date, dll rights of the Optionholder will be varied
in accordance with the Listing Rules; and
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Qi) Options net exercised by the bxpiry Date will autormatically expire.

4.1

4.2

4.3

RESOLUTIONS 4 AND § - RELATED PARTY iSSUE - GRANT OF OPTIONS TO MESSRS
STEPHEN MORRIS AND TIMOTHY WISE

General

The Company has agreed o grant 5 million Options at an exercise price of 3 cenfs
each (A Options) cnd 5 million Options at an exercise price of 3.5 cents each B
Options) (collectively the A and B Opliens), exercisable on or before 30 November
2009, to Mr Stephen Morris (Mowis) and Mr Timothy Wise (Wise) or their nominees
respectively (Related Parly Placement). The gront of the A and B Options to Morris is
conditional upon Sharehoiders passing Resolution 1,

Shareholder approval is required pursuant to Chapter 2B of the Corporations Act
and Listing Rule 10.11.

Valuddion of the A and B Options

The A and B Opflions have been valued by Stanfon Pariners using the Black Scholes
pricing model and based upon the following assumplions:

{an) the A Opfions have a 30.5 month life from thelr date of issue and are
exercisable at 3.5 cents each;

()] the B Options hove a 30.5 month life from their dote of issue and are
exercisable af 3 cents each;

{c) d price per Share of 3.4 cents;
{ch) a common voldfility factor of 100%,;
() an interest rate of 5.90% (being the risk free interest rate on three year

govermment bonds),

{f) a discount of 25% on the value fo take into account that the A and B
Options will net 1o be listed on ASX and therefore are nof freely fradable.

(o)} the valugtions ascribed to the A and B Opfions may not necessarily
represent the market price of the A and B Opftions ot the dafe of the
vaiuation; and

{2} the valuation date for the A and B Options is 20 March 2007,

Based on the above, the A Options have been valued af 2.04 cents each and the
B Options at 1.61 cents each.

Listing Rule 10.11

If Resolutions 4 and 5 are passed, Options will be granted to Morris and Wise or their
nominees. Morris and Wise are related parties of the Company by virfue of the fact
that they are Directors of the Company. For this reason, Shareholder approval
under Listing Rule 10.11 is required prior to issuing the A and B Options fo Morris and
Wise.



4.4

Approval pursuant fo Listing Rule 7.1 Is not required in order fo issue the A and B
Options as approvdal is being obfained under Listing Rule 16.11. Shareholders should
note that the issue of Securties o Morris and Wise ©r their nominees will not be
included in the 15% calculation for the purposes of Listing Rule 7.1.

For the purposes of Listing Rule 10,13, the following information is provided in relation
to the related party placement:

Q) the mcirnum number of A and B QOptions to be issued by the Company is
20 milllion Options;

()] the dlioftees of the A and B Opiions are Morris and Wise or their nominees
(10 milllien for ecch of Morris and Wise or their nominees respectively);

() the terms of the A and B Options are set out in Section 4.6 of this
Explanatory Statement;

{ch) the A and B Opfions wil be issued for free as consideration for
performance of work, both previously and into the future, by Morris and
Wise for the Company and, fo secure the ongoing commitment of Morris
and Wise o the confinued growih of the Company. The Board considers
that the issue of A and B Options to Morris and Wise or their nominees
constitutes valid consideration for work performed {(or To be performed)
for the Company. The fofal value of the A and B Options is $365,000
(Consideration Amount) based on the valudgtion outlined in this Nofice.
The Board considers the grant of the A and B Options to be reasonable in
the circumstances, given the necessity fo affract the highest calibre of
professionals fo the Company, whilst maintaining the Company’s cash
reserves;

() the A and B Options will be issued not later than 1 month after the date of
this meeting (or such later date as permitted by any ASX wdaiver or
modification of the Listing Rules) and it is anficipated that the A and B
Opftions wilt be issued on one dote; and

) no funds will be raised from the issue of the A and B Opftions, however, if
all the Opficns are exercised, the capital raised will be $650,000.

Chapfer 2& of the Corporations Act

Under Chapter 2k of the Corporatfions Act, g public company cannot give o
“financial benefit” to o “related party” unless one of the exceptions 1o the section
apply or Shareholders have in o general meeting approved the giving of that
financial benefit 1o the related party.

Meorris and Wise are each a “related party” of the Company as defined under the
Corporgtions Act because they are Directors of the Company. Furthemnore, the
issue of the A and B Options constitutes “giving a financial benefit”.

The Directors are of the view that the exceptions under the Corporations Act 1o the
provision of financial bensfits to reiated parfies may not agpply in the current
circurnstances.

Accordingly, the issue of the A and B Options fo Morris and Wise or thelr nominees
requires Shareholder approval.

22



4.5

Technical Information Required by Sechions 217 o 227 of the Corporations Act

In accordance with the requirements of Chapter 2k of the Corporations Act and in
particular, Sections 217 to 227 of the Corporations Act, the following information is
provided to dllow Shareholders to assess the proposed issue of the A and B Options:

(o)

)

)

()

(&)

&y

(o)

(a)

the related parties to whom the financial benefit will be given are Morris
and Wise or their nominees;

the maximum number of A and B Options (being the nature of the financial
benefit being provided) 1o be issued is 20 million Options;

no funds will be raised from the issue of the A and B Options, however, if all
the Options are exercised, the capital raised will be $650,000;

Morrs and Wise currently have an interest in the following Securifies in the
Company:

Shares Options
Morris Direct inferest 7,500,000 Ni
Morris iIndirect inferest Nii Nii
Wise Direct interest 555,338 Ni
Wise indirect interest 15,843,091 Nii

the total current emoeluments for Morris and Wise for o 12 month period are
as foliows:

Name of Director Current Emoluments
Wise $152,600
Morris $152,600

in the 12 monihs before the date of this Notice the highest, lowest and
latest rading price of Shares on ASX are as set outf below:

Date Price
Highest 5 January 2007 6.4 cents
Lowest 6 October 2006 2.1 cents
Last 26 June 2007 4.0 cents

if Shareholders approve the issue of the A and B Options to Morris and Wise
or their nominees, the effect will be 1o diute the shareholding of existing
Shareholders by approximately 3.33% (without faking into account any
ditution occurring as a resuit of the issue of the fully poid ordinary Shares the
sublect of Resolution 2 and the issue of Shares upon the conversion of the
Options pursuant 1o Resolution 2}, The market price for Shares during the
term of the Options would nomnally determine whether or not the A and B
Options are exercised. If, at any time the Shares are frading on ASX at o
price that is higher than the exercise price of the A and B Opftions, there
may be a perceived cost 1o the Company;

if the A and B Options are exercised, o total of 20 million Shares would be
dliotted and issued o the Directors or their nominees. This will increase the
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4.6

number of fully paid ordinary Shares on issue from 568,140,445 fo
588,140 445 Shares with the effect thal the shareholding of existing
Shareholders {prior to the issue of the fully paid ordinary Shares the subject
of Resclution 2 and the issue of Shares upoen the conversion of the Oplions
pursuant to Resolution 2) would be diluted as follows:

Security Holder No. of Current % MNo. of % of Company’s 1ssued
Issued of Options Capital ¥ Morris and
Shares Company's | Granted by Wise exercise ol
Currently Issued Resolutions Opfions granted to
Held Capital 4dand s them by Resolutions 4
and b
Morris 7.500.000 1.32% 10.000.000 2.08%
Wise 5,055,338 0.89% 10,006,000 2.56%
MNon associated | 585,585,107 G7.79% 3 94.46%
Total 568,140,445 100% 20,000,000 100%

®

()

(0

the value of the Options and the pricing methodology is set out in Section
4.2 of this Explanatory Statement;

the primary purpose of the issue of the A and B Options Is to aliow the
Company 10 provide cost effective consideration o Momrs and Wise in
recognition of work done in identifying projects for the Company and
managing the integrafion of those projects to moximise the return o
shareholders. Given this purpose and bearing in mind the exercise ferms of
the Opftions, the Directors (other than Mormris and Wise, who decline 1o
comment) do not consider that there are any significont opportunity costs
to the Company of benefits forgone by the Company inissuing the A and B
Options ypon the terms proposed;

Morris declines to make a recommendation to Shareholders in relation 1o
Resolution 4 due to his material personal interest in the cutcome of the
Resolution. The Directors are not aware of any other information that
would be regsonably required by Shareholders 1o dlow them o make o
decision whether it is in the best interests of the Company o pass the
Resolution. The other Directors, whe do not have a material interest in the
outcomes of Resolution 4, recommend that Shareholders grant approval to
Resolution 4; and

Wise declines to make a recommendation to Shareholders in relation fo
Resolution 5 due to his material personal interest in the cutcome of the
Resolution. The Directors are not aware of any other information that
would be regsonably required by Shareholders 1o dlow them o make o
decision whether it is in the best interests of the Company 1o pass the
Resolution. The other Directors, who de not have a material inferest in the
outcomes of Resotution 5, recommend that Shareholders grant approval to
Resolution 5,

Terms of A and B Options

The A and B Options proposed o be issued in accordance with Resolutions 4 and 5
will rank equally in all respects with the Company’s existing issued Options
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Each Opftion will entifle the holder 1o subscripe for one fully paid ordinary Share in
the Company on the following terms:

{an) the A and B Opfions shdll expire of 500 pm (WST) on 30 November
2009(Expiry Date);

()] the amount payable on the exercise of the A Options will be 3 cenis each
for each A Option exercised;

() the amount payable on the exercise of the B Options will be 3.5 cents each
for each B Opfion exercised;

() an A or B Option does not confer the right to a change in exercise price or
a change in the number of underlying Securifies over which the A or B
Option can be exercised;

(e) the A and B Opftions may be exercised wholly, or in part, by notice in writing
to the Directors of the Company given prior fo or on the bxpiry Date. Any
notice of exercise of an A or B Option will be deemed to be dated as at
the last day of the month on which the Company receivas the notice;

() an A or B Option may be fransferred at any fime prior to the expiry date;

(o)} there are no pariicipating rights or entilerents inherent in the A and B
Options and Optionholders will not be entitled to participate in new Shares
of caopital offered to Shareholders during the currency of the A and B
Options. However, the Company will ensure that for the purposes of the
proposed issue notice of the new issue will be given to Optionholders at
least seven (7) Business Days before the record date. This will give
Optionholders the opportunity 1o exercise their opftions prior to the date for
determining enfiflements to participate in any such issue;

{2} in the event of any reconstruction (including consofidation, sub-division,
reduction or return) of the issued capital of the Company prior To the Expiry
Date, all rights of the Optionholder will be varied in accordance with the
Listing Rules; and

@} A and B Opftions not exercised by the Expiry Date will automatically expire.,
Directors’ Recommendations

Mr Wise and Mr Morris who each have a material personal inferest in the grant of
the Opfions do not make o recommendation however the other Directors
recommend that Shareholders vote in favour of Resolutions 4 and 5. The Board
considers the issue of the A and B Options will allow the Company to provide cost
effective consideration to Morris and Wise for work done and proposed to be done
by therm,.

8.1

RESOLUTION 6 — DISPOSAL OF MAJOR ASSET - RUM JUNGLE URANIUM LIMITED
General

Resolution 6 seeks Shareholder approval for Rum Jungle Uranium, a child entity of
the Company, to offer securities in Rum Jungle Uranium (except those retained by
the Company - being 44 million fully paid ordinary shares and 10 million options), for
the purpose of the listing of Rum Jungle Uranium on the official list of ASX (Initial
Public Offer).
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Under the Initial Public Offer, Rum Jungle Uranium will offer 48 million Rum Jungle
Uranium shares af 25 cents each to raise $12 milion, and out of this offer,
Shareholders in the Company will receive a prictity right fo subscribe for Rum Jungle
Uranium Shares in an amount of $3 million on the ferms set out below, and not a pro
rata offer as referred to in Listing Rule 11.4.1{a).

Listing Rule 11.4

Pursuant to ASX Listing Rule 11.4, a listed enfity must not, without shareholder
approval, dispose of a major asset if, at the fime of the disposdl, it is aware that the
person acquiring the asset infends o issue or offer securities with a view fo
becoming listed.

Listing Rule 11.4.1 provides the following two exceptions to the above rule:

{an) where the securiiies, except those 1o be retained by the entity or child
entity, are offered pro rata fo holders of ordinary securities in the listed
entity, or in another way thaf, in ASX's opinion, is fgir in dll the
circumstances (Listing Rule 11.4.1{Q)); or

(b) where holders of ordinary securities in the listed entity approve of the
disposal without the pro rata offer referred fo above being made (Listing
Rule 11.4.1(bY.

Rum Jungle Uranium is currently a child entity of the Company but proposes 1o issue
shares 1o the public pursuant o the Inifial Public Offer. The effect of the Initial Public
Offer will be that Rum Jungle Uranium will ne longer be a child entity of the
Company and this will constitute the disposal of a major asset by the Company.

Rum Jungle Uranium intends to offer a pricrity right fo Shareholders, rather than
maoking a pro rata offer of s shares 1o Shareholders (as contemplated by Listing
Rule 11.4.1(a)), and for this reason the disposal requires Shareholder approval.

Effect of the proposed Initial Public Offer on the Company
Balance Sheef and Capital Sfructure

There is no material effect on the consolidated balance sheet or the capital
structure of the Company ds a result of the proposed fransaction.

Nafure of Asset being “Disposed”

The proposed Initidl Puplic Offer is not being structured as a sale of the existing
shares or options held by the Company in Rum Jungle Uranium nor a distribution in
specie of the shares or options (as occurs in some demergers), rather, Rum Jungle
Uranium is seeking funding for the purposes of an Initial Public Offer.

The shareholding in Rum Jungle Uranium arose ds a result of the fransfer of the
exploration assets by the Company 1o Rum Jungle Uranium. As reporfed in the
Company’s half yearly report as at 31 December 2006, in the prior half year the
Company acquired the exploration tenements for a value of §575,432, and this
brought the carrying value of the exploration assets to $644 432,

These exploration assets have not made any contribution fo eamings.

The 44 million shares {and 10 million options) in Rum Jungle Urenium issued to the
Company in considerction for the fransfer of the exploration assets were issued of a
deemed price of $600,000.
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In the event the listing of Rum Jungle proceeds, at the issue price for the Initial
Public Offer, these shares will have a market value of $11 million. These shares and
options will be subject to a 2 year escrow restriction and accordingly this is not the
value of which these shares and options will or could be disposed of by the
Company in the future if it was able to do so.

Existing Acfivities

Following the Initial Public Cffer, the company will continue with its existing assets.
These remaining assets relate fo the following:

Bicdiesel Investment

The Compony holds a 50% equity stake in bvolution Energy Ply Litd (Evolufion
Energy), formed 1o specidlise in developing blodiese!l production plants and in
marketing the fuel. The commitment of the Company is a confribution of a total of
$400,000.

The purpose of bvolution Energy is o evaluate several opportunities in the ethanol
and biodiesel industries. Evaluation of those opportunities s continuing.

Evolution Energy has advanced $325000 to KE Engineering with the objective of
having direct access fo the engineering know-how of an operating Australian
bicdiesel plant. The plont is located at Laverfon, Victoria., Biodiese! is anticipated
fo be produced in 2007, For Hs contribution to the invesiment, the Company is 1o
be paid a royalty on the first 20 million litres of production. The total royaity payable
is $896,000.

Lityburf Coal

The Company has a joint venture with Westemn Canadian Coadl Corp. 1o eam up 1o
a 50% interest in the Lilvburt Codl Project located in British Columbia, Conada, by
the expenditure of CADS2.5 million by December 2008 on the exploration and the
devslopment of the project.

Approvals are being sought for an initial drill programme o assist in determining the
quality and quantity of the Lilyburt Project.

Renewable Energy Technology

Exergy Inc.

The Company curently owns 46% of the common stock and 100% of the
preferential stock in Exergy Inc. (Exergy). The Company also holds outstanding
promissory notes in Exergy of USS$682,924 and a loan of A§1,739,880. Ixergy is @
Cdilifornian based energy technology corporgtion that owns the Kalina cycle
technology, a patenied process that significantly reduces the efficiency of
cenversion of heat to power for the generation of electricity from low temperaiure
geothermal and waste heat.

The Company had been negotiating the sale of ifs interest in Exergy to o third party.
The sale and negotiations have been ferminated and it should be noted that
aithough the Company seeks fo redlise a return on this investment, the full canrying
vdlue of the notes and the loan was recently provided for in full.

27



Kalex Licence

The Company has entered into a licensing agreement with the US based Kalex Lic
(Kalex) that will significantly enhance the Company’s capability to develop zero
and low greenhouse gas emission power generation projects.

Under the terms of the agreement, the Company has acquired a global licence fo
develop power projects ulilising the Kalex system technology.

The acquisition of the Kalex licence complements the Company's existing
technology investments and provides it with access 1o other project development
opportunities in the area of power production from waste heat,

Danieli Corus and Avivag

The description in respect of each of these matters Is set out further in this
Explanatory Statement.

Investment in Rum Jungle

Details in respect of this investment are set out in this section.

Proposed Structure of Offer and dilufion of inferest in Rum Jungle Uranium

The proposed structure of the Initial Public Offer by Rum Jungle Uranium and the

dilution for the Shareholders s d result of the Inifial Public Offer (based on the
assumptions set out below) is set out in the table below:

Security Holder tssued shares | % of Rum Jungle | No of shares held if | % of Rum Capital
in Rum Uraniurn's issued | Resolution passed | Jungle Raised
Jungle capital and initicd Public Uranium’s
Uranium prior | {assuring no Offer shares tre issued
fo issue of Oplions subscribed capital
seed capifal exercised) (assuming no {assuming
Options exercised) | no Options
exercised)
Company 44,000,000 100% 44,000,000 38.26% nil
Seed capitalists | nil nil 12,000,000 10.43% $1.500,000
Vendors and N nil 11,000,000 9.56% nil
Promoters
Wasabi i nil 12,000,000 10.43% $3,000,000
Shareholders
with priority
rights
Public i 0% 36,000,000 31.32% $9,000,000
TOTAL 44,000,600 100% 115,000,000 100% $13,500,000
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Notas:

1. The above table assumes that no options are exercised. it is noded that the Caompany
nholds 10 million options of an exaicise price of 25 cents each and it is proposed to grant
5 mifllion opdions aof an axercise price of 25 cents each o o vendor and 16 milion options
at an exercise price of 30 cents each to Directors of Rurn Jungle.

2. The priorily right to the Shareholders is 12 million shares and this table assumes that the
Sheraholders subscribe for the total entilernent,

3 The capital structure is subject to change and this table assurnes that thare are no other
changsas, efther through the grant of further options, the issue of new shares 1o vendors
and no futher capitd raising pursuant to the Inifial Public Offer. This may alter
depending on market conditions and other factors,

4, The abaove table in ferns of the copital raised does not include costs of the issus.
Effact of the proposed Initial Pubiic Offer on Shareholders of the Company

The effect of the proposed Initicl Public Offer is that the Company will retain Hs
existing interest in Rum Jungle Uranium and that Shareholders in the Company will
be given a priority right fo subscribe for shares pursuant 1o the offer.

The Shareholders will be offered in priority to the public a fofal of 12 million shares in
Rum Jungle Uranium (Priosity Shares). Those Shareholders who hold on d record
date (o be announced on or about the date the Rum Jungle Uranium prospectus
is lodged with the ASIC) g minimum number of Shares in the Company in on
amount o be determined (Qualifying Sharehcolders) wil then be offered the Priority
Shares on a pro rata basis ¢(that is, based on their shareholding in the Company os
between all Qualifying Shareholders).

The effect is that small Shareholders who do not hold sufficient Shares 1o be
@ualifying Shareholders will not receive g priority entilement, but they retain on
indirect inferest in Rum Jungle Uranium through their inferest in the Company.

The Qudlifying Shareholders who choose o exercise their priority right to subscribe
for shares in Rum Jungle Uranium, will hold a direct interest in Rum Jungle Uranium,
and will also have an indirect interest by virue of the Company’s inferest in Rum
Jungle Uranium.

For those Shareholders who are not Qudlifying Shareholders, or who are Qualifying
Shareholders but do not exercise their priority right fo subscribe for shares in Rum
Jungle Uranium, the effect of the proposed Initial Public Offer is that thelr indirect
inferest in Rum Jungle Uranium via the Compony’s interest in Rum Jungle Uronium
will be diluited. The rate of diution for the Company, subject fo various assumptions
is set out in the table above.

The structure of the Company and Rum Jungle Uranium prior to any capifal raising
in Rum Jungle is as follows:

Shareholders

100%
h

Conrnpany

100%

A

Rurn Jungle Uranium

k 4
Chher cssefs
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8.5

Subject to the successful completion of the Initial Public Offer (assuming $12 million
is raised and subject to the assumpftions noted in the above fable) and listing on
ASX, the structure of the Company and Rum Jungle Uranium will be as follows:

Sharaholders P Cualifying Shareholders
100% 10.43%
k 4 4 Vendors
38.26% 19.99% ‘
Cornpany P Rum Jungle Uranium [« Promoters  and
. Seed Capitdlists

F
l 31.32%

Other cssets Genarcl PG Subscribers

Advantages and Disadvantages of the Initial Public Offer

The principal agdvantages and disadvantages to Shareholders of the proposed IPO
are as follows:

Advanfages

(o)

te)

)

()

(&)

The Company will retain ifs existing interest in Rum Jungle Uranium as the
Company does not currently intend to sell ifs existing Rum Jungle Uranium
secuifies. The Company refains the flexibility to make an in specie
distribution of the Shares in Rum Jungle Uranium in the future or 1o otherwise
dedl with that interest (subject to any ASX restrictions).

All Qudlifying Shareholders will be given a priority right to subscribe for
shares in Rum Jungle Uranium as part of Rum Jungle Uranium undertaking
the Initial Public Offer and listing on ASX. Defails relating fo Rum Jungle
Uranium and its Directors are outiined below.

All Shareholders will retain their then percentage ownership in the capital of
the Company.

The separation of the uranium assefs allows the Company to specifically
focus on its existing activities and Rum Jungle Uranium to specifically focus
on uranium exploration aotivities.

Future capiial raisings should be more achievable by each individual entity
as the focus on the funding will be on either the existing activities of the
Company or uranium for Rum Jungle Uranium, as the case may be.

Disadvaniages

(o)

©)

)

There is no guarantee that the shares Rum Jungle Uranium will increase in
value following the 1PO.

If o Shaoreholder chooses 1o exercise the priority right 1o subscribe for Rum
Jungle Uranium shares, Shareholders may incur additional fransaction costs
if they wish fo dispose of their new investment in Rum Jungle Uranium (.e.
brokerage).

The Company will no longer have a contfrolling interest in the uranium
assets held by Rum Jungle Uranium. A Sharehcider who is not a Qudlifying
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Shareholder will NOT receive a right fo parficipote In the priority
entiflerment,

Information on Rum Jungie Uranium
Background

Rum Jungle Uranium is child entity of the Company incorporated on 10 October
2006. itis an unlisted public company.

The LUsting Rules define "child entity’ as, among other things., on entity which is
controlled by the body corporate within the meaning of section 50AA of the
Corporations Act, or an entity which Is a subsidiary of the body corporate. Rum
Jungle Uranium is controlled by the Company and has the capacity 1o determine
the oufcome of decisions about Rum Jungle Uranium’s financial and operafing
policies. This will change T the IPO proceeds.

Rum Jungle Uranium presently has no business operations other than by virtue of the
acquisition of the Company’s uranium assets, and the other projects as described
below.

The listing of Rum Jungle Uranium on ASX is subject fo Rum Jungle Uranium raising
sufficient capital pursuant to the PO and receiving conditional approval from ASX
fo list on ASX. Rum Jungle Uranium will then continue with the exploration and
production of its uraniurm assets.

FProject Description

Rum Jungle Uranium has acguired all its fenement holdings exclusively in the
Northem Teritory. The Company has provided two of the projects described below
e eqam its vendor posiion.

Rum Jungle Uranium has clse acquired other projects by farm-in ioint veniures, by
acquisition in its own right and by distribution of shares to other parties.

The Company has provided the following two projects:
Woolner Dome

This is an Archean aged granite dome which is located 65 km east of Darwin and is
covered by 50 metres of recent clays ond sands. It remains relatively unexplored
due to ifs difficult access. It has similar geological characteristics to the Archean
granffe domes associated with the Rum Jungle mineralisation and the Nananbu
Complex associated with the Ranger/Jabiiuka uranium deposits.

Alice Springs

This is an exploration licence situated 60 km east of Alice Springs aond covers lower
Proterozoic aged basement rocks which contain a higher than normal level of
background uranium.

Little uraniurn exploration has been camed out on the exploration licence. Some
uranium enrichment has been encountered in g small basin of ferfiary aged
sediments covering the basement rocks.

Rum Jungle Uranium’s other projects acquired independent of the Company
include:



Tennant Creek

This is a forme-in with Crescent Geld Limited subsidiary, Uranium West Py Lid. The
greq includes a strong radiometric uranium onomaly which has been exiensively
dilled by other explorers.

Uranium geochemistry in the area is extremely high and the area wil now be
subjected 1o a more regional exploration approach searching for different styles of
uranium minerdlisation. Rum Jungle Uranium has acquired its own tenements in the
areq.

Rum Jungle

This is a fam-in with Crescent Gold Limited subsidiary, Uranium West Py Ltd. Rum
Jungle Uranium has also acqguired a larger exploration licence o the north of the
Uranium West Ply Ltd fenement. The ored covers the eastern margin of the Rum
Jungle Archean granite complex and is located nearby the Mt Fitch and Mt Fiich
North Uranium deposits being developed by Compass Resources NL.

Mi Bunidy

Rum Jungle Uranium is seeking to enter into o strategic dlionce with a Canadion
company, which has significant fenement holdings in the Pine Creek Geosyncline.
The tenements sought to be acguired by Rum Jungle Uranium include only the
uranium rights.

Ar the time of wiiting, Rum Jungle Uranium is also holding talks with unrelaoted
parties relating 1o further acquisitions which may alter the capital structure ond
tfenement portfolio and accordingly the gbove summary is the present position only
and Shareholders should be aware that this may alfer. The Company will make
updates o the ASX as and when required in order 1o keep Shareholders informed.

Fro Forma Balance Sheef and Capifal Structure

Set out below is a pro forma palance sheet of Rum Jungle Uranium as at 28 June
2007 (based on the assumptions set out in the notes):
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Pro-forma
28 June 2007
§'s
Current Assets
Cash 12,621,990
Recsivables 15410
12,637 400
Non Current Assets
Plant & Equipment 82,000
Mineral Tenements 1.514.667
1,598,667
Total Assets 14,236,067
Current Liabilities
Payables 4,400
Borrowings 200,060
Total Liabilies 204,400
Net Assels 14,031,667
Equity
Issued capital 14,216,667
Accumulated losses 185,000
Net bquity 14,031,667
Notes:

The following assumptions are made in the preparadion of the pro forma baldnce sheet:

I

2.
3.
4

deernod price of 5916.667.

There is no value ascibed to the oplions,
The costs of the issue are estimated ot $800.000,

The issue of 11 million shares dand 5 milion options 1o vendors and promoters is ot a

The seed capital offer and the PO offer are fully subscribed.

Set out below is @ pro forma capial stfructure of Rum Jungle Uranium assuming the
listing is successful:

Shares Number
Shares issued 1o the Company 44,006,000
Seed Copital Shares 12,006,600
Shares to be issued to Vendors and Promoters 11,006,000
Shares to be offered ~ Shareholders - Priority Right 12,006,000
Shares to be offered to the Public 36,006,000
Total Shares on issue af completion of the Offer’ 115,000,060
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Options

Opftions granted to the Company 10,006,000

Options to be granted to Vendors and Promoters 5,000,000

Options to be granted to Directors 16,006,000

Total Options on issue al completion of the Offer 31,000,000
Notes:

1 Assumies that the Offer is fully subscribed.,

Subject to the Company being admitted to the Official List, certain of the Shares
and Options on issue prior o the Cffer and cerfain of the Shares issued on the
exercise of the Options on issue prior to the Offer, are likely 1o be classified by ASX
as restricted securities and will be required o be held in escrow.,

The pro forma balance sheet and pro forma capital structure are both subject fo
change.

Rum Jungle Uranium Board
The board of Rurmn Jungle Uranium will comprise the following (affer listing on ASX):
John B Roberts - Chairman

Mr Roberts, 72, has 50 years experience in the mineral exploration and mining
industries in Australia and the United States.

He first worked for Broken Hill South Limited during the pericd 1956 to 1969 and was
Chief Geologist, Metallics and Administration when he left that company. The
company underfook extensive and successful, Australia-wide exploration during
that period.

During 1970 to mid-1977, Mr Roberts served as Director of Exploration Samin Limited
and then as Chief Geologist and Associate Director of Poseidon Limited (which had
agoquired Samin).  This period saw him actively involved in the evaluation and
development of remote underground ond open-pit nickel discoveries in Westem
Austrafia, an open-pit oxide copper operation in South Australia, and Poseidon’s
enfry into the gold mining industry in Westerm Australia.

Mr Roberts joined Homestake Gold of Australicr Limited (then Homesfake Australia
Limited) n 1977 as Manager and became Vice President and Manager in 1987. Mr
Roberts transferred to the United States in 1982 as Manager, Joint Venture
Exploration and Development for Homestake Mining Company (the parent
company of Homestake Australia) in addition fo holding the position of Vice
President and General Manager of Homestake Gold of Australic. He retumed to
Austratia in 1984, He directed the company’s expanding gold exploration and
development programmes from 1977 including the public float of the company in
1987 and its” involvement in the formation of Kalgooerie Consolidated Gold Minegs
Pty Lid In 1989, He served as Managing Director of Homestake Gold of Australia
from 1987 and stepped down in July 1993 after 16 years with the Homestake group
during which fime Homestake Gold of Australia’s gold durng which fime
Homestake Gold of Australia’s gold production increased from less than 40,000 to
over 360,000 cunces per year,
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Mr Roberts was Chairmnan of Ballaral Gold Fields NL, an Australian publicly fisted
gold exploration and development company, from mid-1997 to Oclober 2002. He
alse served as Director of Nord Pacific Limied from 1994 1o early 2004 and s
Chairman of that company for just over the last two years of his ferm as director.
Nord Pacific was involved in copper production in Australia and held an advanced
gold exploration project in PNG as well as exploration interest in Australia, Mexico
and Canada. Nord Pacific was headguartersd in New Mexico, USA with an office
in Sydney, Austradic.  John was also Chairman of Directors of Australion Resources
Limited from 1993 to 1997 and a Director until early 1999, Australion Rescurces was
an Australian listed gold and copper producer and explorer.

John is currently Chairman of Directors of Mithril Resources Limited, an Adelaide
based, publicly listed, nicke! exploration company. He is also Chairman of Directors
of Australasion Gold Limited, an Adelaide based, publicly listed gold and copper-
gold exploration company.

Mr Roberts is a native of Adeldide, South Austradia, and holds a Bachelor of Science
degree in Geology from the University of Adelaoide. He is a Fellow of the
Australasian Institute of Mining and Metaliurgy. John is currently President of the
South Austrafion Chamber of Mines and Energy and previously held that posifion
from 1981 to 1982. He s also Chaiman of the Discipline of Geology and
Geophysics industry Licison Commitiee, University of Adelcide. Mr Roberts is also an
ex-officio Member of the South Australian Minerals and Petroleum Expert Group
whose members act as ambassadors to accelerate investment in South Australia’s
resources sector. He dlso serves on other University and education orientated
commiftees.

David Muller - Managing Director

Mr Mdller has 40 vears experience in the Austalion mining and exploration
industries. He graduated in 1965 with a B.Sc in geology from the University of
Melbourne and commenced work as a geologist with the Electrolytic Zinc Co of
Aasia Lid, He was the project leader in the discovery of the Beltana Zinc deposit in
South Australia from 1967 1o 1969 and was awarded a Master of Science degree by
the University of Melbourne for his work on this project. During this period £Z was olso
involved in the discovery of the Ranger Uranium deposit in the Northern Territory.
David was a senior geologist with EZ in charge of the Westemn Australion operation
when he left the company in 1972 to underfake the Master of Business
Administration course atf the University of Melbourne from 1972 to 1974, During this
period he worked das o mining adviser to share brokers May and Mellor,

Whilst with May and Mellor he was involved in financing and mergers of listed junior
mining companies. He worked closely with the Pancontinental Mining Lid Boord
and assisted that company to restructure in the early days of the Jabiluka uranium
discovery.

In 1975 David returned 1o Perth and spent the next four years in private exploration
and eventudlly listed his endeavours as Samantha Mines NL of which he was
Chairman. He then listed associcted companies Samson Exploration NL and Cape
Range Oil NL. These compadnies were involved in successful gold exploration and
development of mining operations. Cape Range Ol was the original pariner in the
discovery of the Tupridgi Gas Field ot Onslow, WA. David lost conirol of these
companies in a take-over battie in 1985,

In 1985 he once again set out on his own and created Julia Mines NL in the same
vear. Julia went on 1o develop wholly owned gold operations at Goongarrie,
Menzies and Kambalda.(Paris Gold Mine). David held the position of Executive
Chairman and subseguently Managing Direclor. He resigned in 2003.
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Since 2003 David has been working privately in mineral exploration in the Northem
Teritory. He selected and acquired dll the areas that form the basis of the Rum
Jungle Uranium Project.

Robert J Anneiis, CPA, ASIA

Mr Annells is the chairman of Lakes Oil NL and Minotaur Resources Limibed, and o
director of Gippsland Offshore Pefroleun Limited (all of which are listed on ASX),
and a direcior of Pefro Tech Piy Lid. He is o gudlified cccountant and former
member of the ASX with over 40 years experience in the securifies industry. His
expernence includes provision of corporate and investment advice fo the business
and resource industries.

John Newion

John Newton has a background in intemnational stock broking, accounting and
corporate finance and has been a director of a number of gueoted companies in
Austradia and Canada. He has maintagined a continued involvement in the
Austration and  infermnational financial sector as an invesiment adviser ond
consultant, Mr Newton is currently a Director of Xtract Energy Plc, which is listed on
the Alternative Investrment Market of the London Stock Exchange.

Information concerning Rum Jungle Uranium Shares

Rum Jungle Uranium shares are not cumrently listed for quotation on any stock
exchange. As detailed throughout this Explanatory Statement, it is the intention of
the Board of Rum Jungle Uranium to apply for quotation of Rum Jungle Uranium
shares on ASX af the appropriate fime,

A summary of the more significant rights atfaching fo the Rum Jungle Uranium
shares is sef out below. This summary is not exhaustive and does not constitute
definitive statement of the rights and liabilifies of the Rum Jungle Uranium
shareholders.

Full details of the rights attaching to the Rum Jungle Uranium shares are set out in
Rum Jungle Uranium’s constitution, a copy of which is available on request,

{an) General Meetings

Subject o any rights or restrictions affecting cny shares, shareholders are
entifled o be present in person, or by proxy, altomey or representative to
attend ond vote at general meetings of Rum Jungle Uranium.

Shareholders may requisition meetings in accordance with Section 2490 of
the Corporations Act and the constitution of Rum Jungle Uranium.

()] Voting Rights

Subject to any rights or restrictions for the fime being atfached to any class
or classes of shares, of general meetings of shareholders or classes of
sharehoiders:

(i each sharshelder entitled fo vote may vote in person or by proxy,
agftomey or representative;

D on a show of hands, every person present who is a shareholder or
a proxy, atfomey or representative of a shareholder has one vote;
and
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)

()

(&)

(i) on a poll, every person present who is a shareholder or a proxy,
afomey or representative of a shareholder shall, in respect of
edach fully paid share held by them, or in respect of which they are
appointed o proxy, attorney or repraeseniative, have one vote for
the share, but In respect of parily paid shares shall have such
nurmber of votes as bears the same propoeriion fo the total of such
shares registered in the shareholder’s name as the amount paid
(not credited) bears fo the total amounts paid and payable
(excluding amounfts credited).

Dividend Rights

Subject to the rights of persons (f any) entifled o shares with special rights
to dividend, the directors of Rum Jungle Uranium may declare o findl
dividend out of profits in accordance with the Corporations Act and may
authorise the payment or credifing by Rum Jungle Uranium to the
shareholders of such a dividend. The directors may authorise the payment
or crediting by Rum Jungle Uranium to the shareholders of such interim
dividends s appear to the directors to be justified by the profits of the Rum
Jungle Uranium. Subject to the rights of persons (f any) entifted o shares
with special rights as to dividend all dividends are fo be declared and paid
according fo the proportions that the amounts paid (not credited) is of the
total amounts paid and payable (excluding amounts credited) in respect
of the shares in respect of which the dividend is paid. Interest may not be
paid by Rum Jungle Uranium in respect of any dividend, whether final or
interim.

Winding-Up

if Rum Jungle Uranium is wound up, the liquidator may, with the quthority of
a special resolution of Rum Jungle Uranium, divide among the shareholders
in kind the whole or any part of the property of Rum Jungle Uranium, ond
may for Ihet purpose set such value as he considers fair upon any property
to be so divided, and may determine how the division is to be carmed out
as between the shareholders or different classes of shareholders. The
liquidator may, with the authority of a special resolution of Rum Jungle
Uranium, vest the whole or any part of any such property in frustees upon
such frusts for the benefit of the contributories as the liguidator thinks fit, but
so that no shareholder is compelled 10 accept any shares or other
secugifies in respect of which there is any liability. Where an order is made
for the winding up of Rum Jungle Uranium or it is resolved by special
resolution fo wind up Rum Jungle Uranium, then on a distribution of assets
to members, shares classified by ASX as restricted securities at the time of
the commencement of the winding up shall rank in priority affer all other
shares.

Transfer of Shares

Generally, shares in Rum Jungle Uranium cre freely fransferable, subject to
formal requirements, the registration of the transfer not resulling in «
confravention of or failure to observe the provisions of a law of Australic
and the fransfer not being in breach of the Corpoerations Act or the Listing
Rules.
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{f) Variation of Rights

Pursuant to Section 2468 of the Corporations Act, Rum Jungle Uranium
may, with the sanction of a special resolution passed at a meeling of
shareholders vary or abrogate the rights atfaching fo shares.

if af any fime the share capital is divided into different classes of shares, the
rights aftached o any class (uniess otherwise provided by the terms of issue
of the shares of that class), whether or not Rum Jungle Uranium is being
wound up may be vared or abrogated with the consent in writing of the
holders of ihree-guarters of the issued shares of that class, or if cuthorised
by a special resclution passed at a separate meeting of the holders of the
shares of that class.

Risk factors

Shareholders who exercise their pricrity right to Rum Jungle Uranium shares will
become shareholders in Rum Jungle Uranium and should be aware of the general
and specific risk factors which may affect Rum Jungle Uranium and the value of ifs
securities. These risk factors are cullined below.

Shareholders should be aware that the Rum Jungle Uronium shares are considered
o be speculative because of the nature of the business of Rum Jungle Uranium.
The vadlue of Rum Jungle Uranium’s securities may increase or decrease based on
Rum Jungle Uranium’s exploration and development activities.

The Directors have consideraed and identified in this section of the Notice the critical
areqs of fisk associated with investing in the Rum Jungle Uranium shares. The risks
identified dre not exhaustive and for further clarification of the risks involved,
Shareholders should seek advice from their stockbroker, accountont or other
professional adviser. A reference below o Company is fo Rum Jungle Uranium,

General Risks

Due to the inherently uncertain nature of mineral exploration, an investment in Rum
Jungle Uranium should be considered speculative. You should redlise that the
value of the investment may fluctuate and that g dividend is not expected to be
declared by Rum Jungle Uranium in the absence of exploration success. Whilst the
Company atfempts to minimise the following risk factors, the majority of them are
beyond ifs confrol:

Uranium Specific Risks

The current and future operations of the Company In relation to uranium, including
exploration, appraisal and production activities, may be affected by o range of
factors, including:

Government Regulafion and Policy

Uronium mining in Australia is subject fo extensive regulation by local and federdal
govermnments in refation To exploration, development, production, exports, Taxes
and royailfies, labour standards, occupdaifional hedlih, waste disposal, protection
and rehabiliiation of the environment, mine reclamation, mine safety, foxic and
radiocactive substances, nagtive #ifle and other matters. Compliance with such laws
and regulations will increase the cosfts of exploring, diling, developing,
constructing, operating and closing mines and other production facilities.
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The Federal Government currently permits the mining and export of uranium under
strict international agreements designed to prevent nuclear proliferation.  The
export of wranium is fightty controfled by the Federal Government through its
licensing process and Australian uranium can only be exported 1o those countries
who undertake o use i for peaceful purposes.

The Laws Regulations and Policies of the Northern Territory Government and
Commonwedith Government of Australia

Exploration for and, the mining of, uranium are permiftted in the Northem Territory.
The Mining Act 1980 (NT) provides a legisialive framework which govems such
activities. While, the Mining Act (NT) sets outf the requirements and conditions of
granting of mineral leases, exploration licence, exploration reftention licences,
mineral leases and mineral claims, generdlly, the Act reguires the Northemn Territory
Minister to act of the advice of the Commonwealth Minister in relation to uranium
(except with respect fo decisions made about the granting of exploration licences).
The Mining Management Act 2001 (NT) confains regulations pertaining to health
and safety, the environment, authorisations, and the management of mining stes.
Under this Act, the Northemn Terifory Minister is required o consult with, and act in
accordance with the advice of the Commonwealth Minister in relation to decisions
about ‘mining activities” (which include exploration) in relation to uranium.

The Commonwedith, therefore, has the power 10 make decisions with respect to
the gronting of mining authorisations, without which mining activates connot take
place.

The Northem Territory Government has in the past supported the Federal Labor
Party Policy opposing new uranium mines being developed. However, on 28 Apiil
2067 at the Labor Party’s Natfional Conference in Sydney, the Labor Party
announced that it would lift iis ban on new uranium mine development. The new
Labor policy is not clear at this stage and is not binding on state govermnments but,
s stated above, the Northemn Territory Government must, to a significant extent,
act on the advice of the Commonwedalth in relation to uranium, which would
include Labor’s policy should there be a change of government,

Federal Coalifion policy has favoured uranium mining in Australia since the
Codlition came to power in 1996, at which fime the Lapor Party’s three mines policy
was abandoned. It was then decided that new uranium mines could operate,
albelt under strict environmental, heritage and nuclear sofeguards. The existing
Federal Codlition policy and the revised Labor policy on uranium mining both offer
improved prospects for the development of new uranium mires in the Northem
Terrtory.

Uranium Policy of the Commonwedalth Government
Mining Policy

As set out above, the Commonwedlth Government, the policy of which as been to
favour uranium mining since the Codlition came 1o power in 1996, effectively
controls uranium mining in the Northemn Territory. If the Labor Party wins the next
federal election, it will control uranium mining in the Northemn Teritory, The
consequences of this are unceriain, as the Federal Labor Party’s policy with respect
fo uranium mining s not clear ot this time. It is possible that Labor’s policies may
have an adverse effect of the Company’s ability to exploif any uranium resources
located.
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Export policy

The Commonwedlth Government maintains control over the export of uranium
through Hs licensing process.  Uranium may only be sold and exported in
accordance with the Customs (Prohibied Exports)Reguiations (Cth)y and the
Nuclear Non-Proliferation (Safeguards)y Act (Cth).  Australion uranium can only be
exported to countrigs that undertake to use it for peaceful purposes.  Uranium
mining Hself is also extensively regulated. Complying with these laws ond
reguiations increases the cost of exploring, drilling, developing, consfruction,
operating and closing mines and other production facllifies. The gpprovals
required are more rigorous than those for the mining of other metals. There is a risk
that should economic deposits of uranium be discovered, the requisite govermnment
approvals may not be granted or may be significantly delayed, thereby rendering
exploragtion of the deposits uncertain.

Competition from Alfernative Energy and Public Perception

Nuclear energy is in direct compefition with other, more conventional sources of
energy which include oif, gas, coal and hydro-electricity. These conventiondl
enargy sources may be provided af lower cost resulting in a decrease in demand
for uranium. Furthermnore, the growth of the nuclear power indushry (and resulting
incregse in the demand for uranium) beyond its current level will depend upon
confinued and increased acceptance of nuclear technology as a means of
generating electricity. The nuclear industry is currently subject to negative public
opinion due o polifical, technological and environmental factors. This may have
an adverse impact on the demand for wranium and increase the regulation of
uranium mining.

One of the arguments for nuclear energy is its substantially reduced level of carbon
emissions. Alternative energy systems such as wind or solar also have no, or very
low levels, of carbon emissions. However, 1o date these have not been efficient
enough to be relied upon. Technology changes may occur that make altemative
enargy systems more efficient and refiable.

Expioration Risks

Mineral exploration activity by its nature is risky. Exploration may be unsuccessful.
Exploration may prove to be more costly than expected or the proposed timing of
exploration may not be achieved, thus potentially putting strains on the company’s
financial position. Where exploration is successful, drilling operafions can be
affected by break downs, adverse weather condifions, site and geographical
conditions, operational  risks, Industial  disputes, government reguiations,
environmental issues and unanticipated costs.  The calculation of any possible
deposit of minerdlisation In g prospect may be proved incomect by future
exploration/production, mapping ond/or drilling.  Contractual disputes  with
operators and confraetorns can arise from time to time.

Shareholders should consider the impacts of supply and demand for commodities
(especially uranium), fluctuations in the prices of those commedities, exchange
rates, Austradia’s inflation rates, taxation laws ond interest rates.  All of these factors
have Q becaring on operation costs, potential revenue and share prices. I
particular, the price of uranium s currently ¢t historic highs, but if the price falls
significanily this could affect the financial viabiity of any reserves discovered.

As the Company is an exploration company, the market’'s perception of the value

of its shares can alter significantly from fime to time which can cause fluctuations in
price. Fuctualions may aiso occur as a result of factors influencing the price of
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shares in exploration companies or share prices generally, as well as drilling activities
by other parties in the same general region.

In relation o the exploration permits of Rum Jungle Uranium, issues can arise from
fime to fime with respect 1o abandonment costs, consequential clean up costs and
environmental concerns. The Company could become subiect fo liability if, for
example, there is environmental pollution and consequential clean up costs at o
later point in time. It is not possible 1o quantify any such contingent liabllity. Whilst
no guarantee can be given, the Company is not aware of any advices which
would suggest that there s any porticular exposure in relation fo any of its present
inferests.

Whilst no guarantee can be given as fo the apsence of environmental difficulties,
the Company is not gware of any particular concem with respect to its planned
exploration activities in relation to tis existing permits.

The impact of actions by governments within and outside Australia may affect the
Company’s operations including matters such as necessary approvals, land access,
sovereign risk, faxation and roydlfies which are payable on the proceeds of the sale
of any successful exploration. Further, the approval of confractual arrangements in
relation To exploration permits as well as the renewal of exploration permits are
each a matter of governmental discretion and no guarantee can be given in this
regard.

The Company’s fulure capitgl reguirements will depend on numerous factors
including the level of exploration and operating success. f the Company requires
additiondl funding, there is no guarantee that it will be able fo secure further
funding or that the terms will not be dilufive to investors.

There can be no assurance that the Company will achieve production as this will
depend on a wide range of factors.

Nafive Tifle and Land Access

The Company’'s operalions will be subject to the Nafive Tile Act ond other
legislation dealing with native title, which may impact of the Company’s abllity fo
undertake proposed activities.

Aboriginadi Sites of Significance

Tertory and Federal legislation requires the company 1o identify and protect sites
of significance to Aborigindl custom and fradifion.  If sites of significance are
identified within prospective areas of the Company’s tenements, the obligation o
protect those sites may restrict the Company’s ability fo conduct operations on
those areas.

RESOLUTION 7 - RELATED PARTY ISSUE OF SHARES IN RUM JUNGLE URANIUM LTD
General

As set out in the discussion relation to Resolution 6, Rum Jungle Uranium proposes 1o
issue an additional 12 million shares for seed capital to exempt investors to raise $1.5
million (the issue price being 12.5 cents per share). These shares are to be issued 1o
fund #s operations and seek a listing of s shares on ASX.

Mr Robert Reynolds and Mr Stephen Morris wish 1o subscribe for shares ot 12.5 cents
in Rum Jungle Uronium in the amount of 160,000 shares for Mr Reynolds and
1.080,000 shares for Mr Morris,
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6.2

Chapfer 2& of the Corporations Act

As set out In Section 4.4, the giving of a “financial benefit” to o director requires the
approval of Shareholders unless one of the exceptions to that section applies.

The Directors are of the view that the exceptions under the Corporations Act 1o the
provisions of financial benefits 1o related parties may not apply to the proposed
issue of shares in Rum Jungle Uranium fo Mr Reynolds and Mr Momis and
accordingly, if is deemed appropriate to seek Shareholder approval.

In accordance with the requirements of Chapter 2 of the Corporations Act and, in
particular, Sections 217 fo 227 of the Corporaiions Act, the following information is
provided fo allow Shareholders fo assess the proposed issue of the Rum Jungle
Uranium shares:

o) the related parties o whom the financial benefit wil be given are Mr
Reynolds and Mr Morris or their nominees;

()] the maximum number of Rum Jungle Uranium shares (being the nature of
the financial benefitt being provided) to be issued is 160,000 Rum Jungle
Uranium shares in respect of Mr Reynolds and 1,080,000 in respect of Mr
Morris;

) the amount of $20,00C shall be subscriced by Mr Reynolds and the amount
of $135,000 shall be subscribed by Mr Morris, if this Resolution is approved;

{ch) Mr Morris and Mr Reynolds do not have any current inferest in shares in Rum
Jungle Uranium and the interest of Mr Morris in the Company is set out in
Section 4.5(d). Mr Reynolds currenily has an interest in 600,000 Shares in the
Company and 10,006,000 unlisted options expiring on 29 November 2009;

(&) the value of the Rum Jungle Uranium shares is deemed to be 12.5 cents
each. This is on the basis that this is the amount being subscribed by other
exempt investors for the purpose of raising $1.5 miflion. This value hos been
determined by the Board of Rum Jungle Uranium, which is independent of
the Board of the Company;

{f) the total current emolurments for Mr Morris and Mr Reynolds for a 12 month
period are as follows:

Name of Director Current Emoluments
Reynolds §27.250
Morris $152,600
(o)} Mr Reynolds and Mr Moiris decline fo make a recommendation 1o

Shareholders in relation to Resolution 7 due fo their respective material
personal interests in the outcome of that Resolution. The Directors are not
awcre of any other information that would be reasonably required by
Shareholders to dlliow them o maoke a decision whether it is In the best
interests of the Company o pass the Resolution other than the information
set out in section § and the following:

) in the event that Rum Jungle Uranium is in a position to proceed
with a proposed listing on ASX, and as set out in section 5, the
present proposal is for that company fo raise a total of $12 million
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al a price of 25 cents per share. In respect of that offering, # is
further proposed that the Shareholders of the Company will be
offered a priority right fo subscribe for a total of §3 milion of Rum
Jungle Uranium shares. There s no certainty that the proposed
listing will proceed, that the amount 1o be raised or the price of the
offer will be In those amounts and that the offer will be successful;
and

B accordingly, the proposdl to invest seed capital in Rum Jungle
Uranium is a speculative investment. If the listing does not occur,
for whatever reason, it is likely that Mr Reynolds and Mr Morris
would not recoup thelr investment. Further, if the listing of Rum
Jungle Uranium does occur, the shares to be issued to each of Mr
Reynolds and Mr Morris will be subject fo restrictions on frading in
respect of a proportion of the shares. Those restrictions will depend
on the final offer price 1o the public under the listing. However, if
the fisting is af 25 cents per share, one half of the shares will be
subject to restrictions for a minimum of 12 months; and

{2, the Directors who do not have o material personal interest in the outcome
of Resolufion 7 recommend that Sharehclders vete in favour of the
Resolution on the basis that they consider # reasonable that Mr Morris and
Mr Reynolds be invited to participate in the seed capital raising because
they are sophisticated investors who are willing to assume the risk of such
an investment,

RESPONSIBILITY FOR INFORMATICON

The information concerning the Company confained in this Explanatory Statement,
including information as to the views and recommendations of the Directors has been
prepared by the Company and is the responsibility of the Company.

Stanton Partners has prepored the Independent Expert's Report in relation to Resolutions 2, 4
and 5 and fakes responsibllity for that report and has consented 1o the inclusion of that
report in this Explanatory Statement.  Stanton Pariners s not responsible for any other
information confained within this Explanatory Statement.

Shareholders are urged 1o read carefully the Independent bxpert’s Report 1o understand the
scope of the report, the methodology of the assessment, the sources of information and the
assumptions made,

Certain stcetements in the Explanctory Statement relate to the future. Those sfatements
involve known and unknown risks, uncertainties and other important factors that could
cause the actual results, performance or achievements of the Company o be materially
different from future results, performance or achievements expressed or implied by those
stotements.  These statements reflect views only as of the date of the Dxplanafory
Statement. Neither the Company nor any other person gives any representation, assurance
or guarantee that the cccurence of the events expressed or implied in any forwaord looking
staternents in the bxplanatory Statement will actudlly occur and you are cautioned not o
place undue reliance on those forward looking statements,

The Explanatory Statement does not fake inte account the individual investment objectives,
fincncial situction and particular needs of individual Shareholders. If you are in doubt as o
what you should do you should consult your legal, financial or professional adviser prior 1o
voling.
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GLOSSARY

ASIC means the Australian Securfiies and Investrments Commission.

Associate has the meaning given 1o that term in the Corporations Act.

ASIC means the Australian Securities and Investments Commission.

ASX means ASX Limited.

ASX Listing Ruies or Listing Rules means the Listing Rules of ASX.

Aviva means Aviva Corporation Limited (ACN 009 235 956), a company limited by shares
incorporated and registered in Australia whose registered office is af Suite 4, Level 3, Souih
Shore Cendre, 83-85 The Esplanade, South Perth, Westermn Australia, 6151,

Board means the current board of Directors of the Company.

Cambrian means Cambrion Mining Plic (ncorporated in Englond & Wales with Company
Number 0401 0083).

Capital Raising means the proposed raising from the general public under the prospectus.
Company means Wasabi Energy Limited (ABN 24 000 G9C 997).

Constitution means the Company’s constitution.

Corporations Act means the Comporations Act 2001 (Cth).

Danieli Corus means Danieli Corus B.V. Dutch Company No. 34079535) of Rooswikweg 291,
1951 ME Velsen-Noord, The Netherands acting for and on behalf of any member of the
"DC Group” {as that term is defined in the DC Technology Co-Op Agreement).

BC Technoiogy Co-Op Agreement means a wiitten agreement between Danieli Corus ond
Xtract relating fo the continued development of technology to convert carbon resources
into char and/or coke.

Directors mean the current Directors of the Company.

ERM Power means ERM Power Ply Lid (ABN 28 122 259 223).

Explanatory Statement means this explanatory statement to the Notice of Meeting.

General Meeting or Meeting means the meeting convened by the Notice.

independent Expert means Stanton Partners Corporate Pty Ltd (ABN 89 063 036 331).

Notice means the notice of meeting which forms part of this bExplonatory Statement.

Official List means the official list of ASX,

Gpfion means an option to acguire a Share on the ferms set out in the Explanatory
Statement.

Resolutions means the Resolutions set out in the Notice, or any one of them, as the context
requires.

Sale Shares means 12,300,000 shares in Aviva,



Securities means Shares and Opfions.
Share means o fully paid ordinary share in the capital of the Company.
Shareholder means a holder of o Share.

Transaction means the issue of Shares to Xiract pursuant to Resolution 2, in accordance with
the details set ocut in the Dxplanatory Statement.

WST means Western Standard Time.

Xtract means Xiract Energy plc incorporated and registered in England and Wales with
company number 05061163,
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ANNEXURE A - INDEPENDENT EXPERT'S REPORT




STANTON PARTNERS CORPORATE PTY LTD

ACMN D83 038 331

1 HAVELOCK STREET
WEST PERTH 6005
WESTERN AUSTRALIA

TELEPHONE: (08) 8481 3188
FACSIMILE: (08) 9321 1204

e-mail: jvdieren@stanton.com.au

27 June 2007

The Directors

Wasabi Energy Limited
Level 2

28 Ord Sireet

WEST PERTH WA 6005

Dear Sirs

Re:

WASABI ENERGY LIMITED {“WASABI” OR “THE COMPANY™) {ACN 606 090 997) ON
THE PROPOSAL TO ACQUIRE 12,360,000 SHARES IN AVIVA CORPORATION LIMITED
FROM XTRACT ENERGY PLC {“XTRACT™) ANB XTRACT'S RIGHTS AND OBLIGATIONS
UNDER THE DC TECENOLOGY CO-0P AGREEMENT PURSUANT TO SECTION 611 (ITEM 7)
OF 'THE CORPORATIONS ACT 2001 AND LISTING RULE 18.1 OF THE AUSTRALIAN
SECURITIES EXCHANGE

Introduction

We have been requested by the Directors of Wasabi to prepare an Independent
Expert’s Report to determine the fairness and reasonableness relating to the
proposal to issue 175,000,000 shares and 25,000,000 share options m Wasabi for
Wasabi to acquire Xtract's rights and habilities under a jomt venture agreement
between Danieli Corus and Xtract relating to the coantinued development of
technology to convert carbon resources mto char and/or coke (“DC Technology
Co-Op Agreement™) and 12,300,000 post consolidated shares (was equivalent to
61,500,000 pre consclidated shares) m Aviva Corporation Limited (*Aviva™) as
noted below and m resolution 2 in the Notice of Meeting of Shareholders and
Explanatory Memorandum to Shareholders of Wasabi to be dated June 2007 (“the
Notice™). The 175,000,000 shares and 25,000,000 share options are to be issued fo
Xtract, a 53% owned subsidiary of Cambrian Mining Ple (“Cambrian”). Xtract is
an approximate 14.35% shareholder in Wasabi and Cambrian 1s an approximately
4.56% sharcholder in Wasab:.

It 1s proposed that Wasabi will acquire Xtract’s rights and obligations under the DC
Technology Co-Op Agreement along with the 12,300,000 shares in Aviva currently
held by Xtract. The remaining interest in the DC Technology Co-Op Agreement 18
held by Danieli Corus BV, a reputed worid leader in steeimaking technology. The
DC Technology Co-Op Agreement 1s reputed to relate to a research project into a
method of producing char utilising an environmentally benign pyrolysis process.
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The process may have application in the steel making mdustry, m the pre-treatment
of coal for coal liquefaction, in upgrading low grade coal to metallurgical quality
and for extracting oil from oil shales. Aviva is an Australian Securities Exchange
(“ASX”) histed company and 1s a prospective coal miner and power generator i the
Central West region of Western Australia.  On 13 November 2006, Wasabi
announced the entering into agreements with Xtract to acquire an interest m the DC
Technology Co-Op Agreement and 61,500,000 pre consolidated shares (now
12,300,000 post consolidated shares following a 1 for 5 consolidation of capital} m
Aviva on the terms noted below.

The purchase consideration payable to Xtract by Wasabi 1s to be:

» 175,000,000 ordmary shares in Wasabs; and
= 25,000,000 share options in Wasabi, exercisable at 3 cents each on or before 30
June 2008.

The proposed acquisition of the interest m the DC Technology Co-Op Agreement
and the proposed acqusition of 12,300,000 Aviva shares from Xiract for the
purposes of this report are known as the Proposed Transactions. The interest m the
DC Technology Co-Op Agreement and the 12,300,000 shares i Aviva are known
as the Asgets.

The acquisition of the Assets is mier-alia subject to sharchoider approval. In
conjunction with the above proposals, Wasabi has appomted Mr Stephen Morris
(“Morris™} as an Executive Director of the Company. Morrs is to receive
10,000,000 share options (subject to shareholders approval) of which 5,000,000
wiil be exercisable at 3 cents each and 5,000,000 will be exercisable at 3.5 cents
each, on or before 30 November 2009. It is also proposed that a similar package of
share options will be 1ssued to Mr Tim Wise (“Wise™), the current Managing
Director of Wasabi. We are not reporting whatsoever on the merits or otherwise of
the proposals to issue share options to Morris and Wise (resolutions 4 and 5},

1.3 Under Section 606 of the Corporations Act ("Act"), a person must not acquire a
relevant mierest m issued voting shares m a company if because of the fransaction,
that persons or someone else's voting power in the company increases:

(a) From: 20% or below to more than 20%; or
(b) From a starting point that 1s above 20% and below 90%.

Under Section 611 (Item 7) of the Act, Section 606 does not apply m relation to
any acquisition of shares m a company approved by resclution passed at a general
meeting at which no votes were cast m favour of the resolution by the acquirer or
the disposer or their respective associates. An independent expert is required to
report on the fairness and reasonabieness of the fransaction pursuant to a Section
611 (Item 73 meeting.

If the Proposed Transactions proceed, Xtract will be issued 175,000,000 shares m
Wasabi. If this was the case, Xiract could control approximately 34.52% before
Xtract exercised 25,000,000 share options. Currently Xtract owns 81,511,422
shares 1 Wasabi representing approximately 14.35% of the issued capital of
Wasabi as at 13 June 2007, Cambrian is an approximate 4.56% shareholder in
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Wasabi (25,916,667 shares) and owns approximately 53% of Xitract. The
combined interest of Xtract and Cambrian after the issue of 175,000,000 shares to
Xtract would increase fo approximately 38.00% (282,428,089 shares). If only
Xtract exercised 25,000,000 share options, Xtract’s shareholding mterest may
merease to approximately 36.79% in the absence of any further capital raisigs and
no other Wasabi share options bemg exercised. Including the shareholding mterest
of Cambrian, the combined Cambrian/Xtract shareholding mterest if only the
25,000,000 share options were exercised by Xtract would be approximately 40.02%
(307,428,089 shares out of 768,140,445 shares on issue). For the purposes of this
report we have described Xtract and Cambrian as the Cambrian Group.

For the purposes of Listing Rule 10.1, a substantial shareholder 1s defined as a
person and a person's assocrates who had a relevant mterest prior to the Proposed
Transaction of at least 10% of the voting shares of the Company. At the date of
this report Xtract owns approximately 14.35% of the ordinary shares i Wasabi,
Xtract 18 a company controlled by Cambrian as Xtract 1s 53% owned by Cambrnan.
The Cambrian Group combined owns 107,761,422 shares m Wasabi representing
approximately 18.44% of the issued shares in Wasabi. We have been advised that
Xtract and Cambrian are deemed related parties and act in concert with each other.

Therefore a notice prepared 1n relation fo a meeting of shareholders convened for
the purposes of Listing Rule 10.1 and Section 611 (Item 7) of TCA must be
accompanied by an Independent Expert's Report stating whether the Proposed
Transactions noted under resolution 2 are fair and reasonable. To assist
shareholders in making a decision on the Proposed Transactions, the directors have
requested that Stanton Partners Corporate Pty Ltd prepare an Independent Expert's
Report, which must state whether, m the opimnion of the Independent Expert, the
Proposed Transactions are fair and reasonable to the non-associated shareholders of
Wasabi (not associated with the Cambrian Group).

There are five other resolutions bemg put to the shareholders of Wasabi.
Resofution 1 relates to the re-appointment of Stephen Morris as a Director of
Wasabi, resolution 3 relates to the ratification of the issue of 15,000,000 shares at
2.5 cents each (along with the issue of 15,000,000 free attaching share options),
resolution 4 relates to the proposal fo issue up to 10,000,000 share options to
Morris and resolution 5 relates to the proposal to issue 10,000,000 share options to
Wise (refer paragraph 1.2 above). Resolutions 6 and 7 relate fo dealings with Rum
Jungle Uranium Limited. We are not reporting on the fairness and reasonableness
of resoiutions 1 and 3 to 7.

1.4 Apart from this introduction, this report considers the following:

Summary of opinion

Implications of the proposalis

Corporate history and nature of business of Wasabs

Future direction of Wasabi

Basis of valuation of Wasabi shares and options

Value of consideration

Basis of valuation of the Assets to be soid by Xtract to Wasabi
Conclusion as to fairness

Reasonableness of the offer
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o (Conclusion as to reasonableness
o  Sources of mformation
¢ Appendix A and Financial Services Guide

1.3 In determining the fairness and reasonableness of the acquisition of Xtract’s
mierest m the DC Technology Co-Op Agreement and the 12,300,000 Aviva shares
(“the Assefs™) by way of the issue of 175,000,000 shares and 25,000,000 share
options {and the right to exercise the share options), we have had regard for the
definitions set out by the Australian Securities and Iavestments Commission
(“ASIC™) in 1ts Policy Statements 75 and 74. Policy Statement 75 states that an
opmion as to whether an offer 1s farr and/or reasonable shall entail a comparison
between the offer price and the value that may be attributed to the securities under
offer (fairness) and an exanmunation to determme whether there is justification for
the offer price on objective grounds after reference to that value (reasonableness).
Policy Statement 74 states that, where an acquisition of shares by way of an
aliotment 1s fo be approved by shareholders pursuant to Section 611 (Item 7) of the
Act, 1t 18 desirable to commission a report by an independent expert stating whether
or not the proposal 18 fair and reasonable, having regards to the proposed allottee
(in this case Xtract as part of the Cambnan Group) and whether a premium for
potential control is being paid by the aliottee.

Accordmgly, our report relating to the issue of shares and share options to Xtract as
part of the Proposed Transactions 1s concerned with the fairness and reasonableness
of the proposals with respect to the existing non-associated sharchoiders of Wasabi
(not associated with the Cambrian Group} and whether the Cambrian Group s
paying a premium for potential control.

1.6 In our opinion, the proposals as outlined in paragraph 1.2 and resolution 2 are
not fair but may be considered reasonable to the shareholders of Wasabi net
associated with the Cambrian Group.

As we cannot determine with any degree of accuracy as fo whether the DC
Technology Co-Op Agreement will lead to commercialisation and there are no
forecasts on profitability relating fo the DC Technology Co-Op Agreement, we
have under ASX Listing Rules that require us to determine whether the proposals
(resoiution 2 in this mstance) are fair or not fair, concluded that the proposals under
resolution 2 are not fair. Notwithstanding that we have concluded that the Proposed
Transactions are not fair, we are of the opinion that the advantages outweigh the
disadvantages to the shareholders of Wasab: not associated with the Cambrian
Group and have concluded that on balance the proposals under resolution 2 are
reasonabie.

The opinions expressed above must be read m conjunction with the more detailed
analysis and comments made 1n this report.
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2. Implications of the Proposals

2.1 As at 12 June 2007, there were 568,140,445 ordinary fully paid shares on 1ssue m
Wasabi. The significant shareholders as at 12 June 2007 were believed to be:

No. of fully % of issued
paid shares fully paid
shares
Xtract Energy PLC 81,511,422 14.35
Invia Custodian Pty Limited 50,300,000 8.85
ANZ Nominees Limited 42,009,922 7.39
Cambrian Mining PLC 25,916,667 4.56
Sassey Pty Litd ( Avago Superannuation} 19,334,113 3.40
219,072,124 38.55

The top 30 shareholders as at 12 June 2007 own approximately 55.56% of the
Company. There are various accounts in the name of Sassey Pty Limmted and these
total 31,504,113 {(approximately 5.55% of the current issued shares on issue).

2.2 If the Proposed Transactions are complieted, the number of shares that would be
owned by the Cambrian Group 1s 282,428,089 (Xtract on its own, 256,511,422) and
the Cambrian Group would own 25,000,000 share options exercisable at 3 cents
each, on or before 30 June 2008. The possible percentage sharehoiding that may be
owned by the Cambrian Group and Xtract on its own is outlined m paragraph 1.3 of
this report.

23 The current Board of Directors is not proposed fo change in the near future.

2.4 If the 25,000,000 share options are granted, the exercise price of the share options
18 3 cents each and they must be exercised by 30 June 2008. As at 12 June 2007 the
outstanding share options are 10,000,000 share options exercisable at 3 cents each,
on or before 29 November 2009, 10,000,000 share options exercisabie af 3.5 cents
each on or before 29 November 2009 and 15,000,000 share options exercisable at
2.5 cents each, on or before 14 January 2008. If resolutions 4 and 5 are passed and
consummated, a further 20,000,000 share options exercisable at 3 cents each on or
before 30 November 2009 will aiso be outstanding.

2.5 The Company would own an interest m the DC Technology Co-Op Agreement and
own 13,100,000 post consolidated shares in Aviva (it already owns 800,000 post
consolidated shares in Aviva purchased m January 2007 at a cost of §240,000) that
represents approxmately an 18.73% iaterest m Aviva based on the number of
ordinary shares on issue in Aviva as at 12 June 2007.

3. Corporate History and nature of Business of Wasabi
3.1 Wasabi is a company whose ordinary shares are listed on the ASX. Wasabi
continues to focus on the development of its energy related business. Investments

have been made to diversify the business from geothermal and waste heat power
generating technology fo possibie renewable bio-fuel production, the evaluation of
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4.1

coal deposits and entry into the uranium exploration mdustry. lts mam interests as
at 12 June 2007 are as follows:

46% interest in Exergy Inc. This investment is on the markef. Negotiations
that were mitiated late last year to sell its mterest in Exergy to a third party
have been shelved;

Lillyburt Coal - Wasabi as part of a jomt venture arrangement with Westemn
Canadian Coal Corp has funded a desk fop study of data relating to a potential
coal deposit in Canada and make undertake drilling m 2007, although no
decision has been made;

Bio- Diesel Investment - Wasabi has entered into a jomt venture with
Cambrian and Swann Capital Group whereby Wasabi has a 50% stake m a
newly formed company, Evolution Energy. The purpose of Evolution Energy
18 to evaluate several opportunities m the ethanol and bio-diesel mdustry. In
addition Evolution Energy has invested $325,000 m KE Engineering on a loan
basis with the objective of having direct access to the engineering know how of
an operating Australian bio-diesel plant. Evolution Energy is entitled to be
prepaid via a royaity on the first $20,000,000 litres of production from a piant
currently under construction in Victoria;

Uranium leases — Wasabi had three leases relating to uranium exploration in the
Northern Territory. Two of the three leases have been granted. The third
tenement has been applied for but not yet granted. The leases were transferred
mto Rum Jungle Limited (*RJ”), a wholly owned subsidiary. RJ has a jomt
venture with Crescent Gold Limited over tenements m Rum Jungle and near
Tennant Creek m the Northern Territory. RJ has the right to eam up to a 75%
mierest m the properties by spending $1,100,000 by the middle of 2009 (25%
by spending $200,000 by the end of 2007 mcreasing to a 50% mterest by
spending a further $400,000 by the end of 2008 and may increase to 75% (if
Cresent elects not to contribute to exploration after the 50% interest 18
obtained} by spending a further $3500,000 by the middle of 2009. RIJ is
planning an mitial public offering in the latter half of 2007; and

A hcensing agreement from the US based Kalex LLC fo develop power
projects utilizimg Kalex system technology.

Future Directions of Wasabi

We have been advised by the directors and management of Wasabi that:

There are no proposals currently contemplated either whereby Wasabi will
acquire any further properties or assets from Xtract or the Cambrian Group
(however Wasabi will 1ssue 175,000,000 shares and 25,000,000 share options
to Xiract as outlined above to acquire the Assets) or where Wasabi would
transfer any of ifs property or assets o the Cambrian Group;

The composition of the Board 1s not expected to change m the short term,
however new appointments may be considered 1n 2007,

No dividend policy has been set and it 1s not proposed to be set unti such fime
as the Company 1s profitabie and has a positive cash flow; and

The Company will endeavour to enhance the value of ifs energy interests and
proceed with the PO of RJ.
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54.1

Basis of Valuation of Wasabi Shares and Options
Shares

In considermg the proposals to acquire the terest in the DC Technology Co-Op
Agreement and the 12,300,000 shares 1n Aviva (the Assets) from Xiract, we have
sought to determine 1f the considerations payable by Wasabi to Xtract are fair and
reasonabie to the existing non-associated shareholders of Wasabi.

The offer would be fair to the existing non-associated shareholders if the values of
the Assets being acquired by Wasabi are greater than the implicit value of the
shares and options being offered as consideration. Accordingly, we have sought to
determine a theoretical value that could reasonably be placed on Wasabi shares and
options for the purposes of this report.

The valuation methodologies we have considered i defermining a theoretical value
of a Wasabi share are:

o (Capifalise mamtamable earnings/discounted cash flow;

o Takeover bid - the price at which an alternative acquirer might be willing to
offer;

¢  Adjusted net backing and wmndup value; and

¢ The weighted average market price of Wasabi shares,

Capitalise mamtainable earnimgs and discounted cash flows.

Due to Wasabi’s operations, a lack of profit history arising from business
undertakings and the lack of a rehable future cash flow from a current business
activity, we have considered these methods of valuation not to be relevant for the
purpose of this report.

Takeover Bid

1t 18 possible that a potential bidder for Wasabi could purchase all or part of the
existing shares, however no certainty can be attached to this occurrence. To our
knowiedge, there are no current bids in the market place and the directors of
Wasabi have formed the view that there are unlikely fo be any takeover bids made
for Wasabi i the immediate future. However after the completion of the Proposed
Transactions, the Cambrian Group’s mterest would exceed 38.00% and may
merease to approximately 40.02% if only the 25,000,000 share options proposed to
be ssued to Xiract are exercised by Xtract.

Adjusted Net Asset Backing

We set out below an unaudited balance sheet of Wasabi as at 31 May 2007 along
with a pro-forma balance sheet assuming the following:
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» The acquisition of the mierest in the DC Technology Co-Op Agreement and the
12,300,000 shares in Aviva from Xtract by way of an issue of 175,000,000
shares at 2.21 cents each ($3,867,500) and 25,000,000 share options with a

deemed fair value of say $161,625;

*  Assuming the mcidental acquisition costs (including stamp duty, legal, expert
reports ete} of the Proposed Transactions are $50,000 but are expensed; and
* The ascribing of say a total of $450,000 to the 20,000,000 share options to be
granted to Morris and Wise (10,000,000 each).

Current Assets

Cash

Receivables and prepayments
Short term loans

Non Current Assets

Fixed assets

Loans

Investments

Capitalised exploration costs

Total Assets

Current Liabilities
Payables

Provisions

Total Liabilifies
Net Assets

Equity

Issued capital
Reserves
Accumaated losses
Net Equity

Wasabi Pro-forma

31 May 2007 31 May 2007
$000's S600's

1,877 1,827

g5 85

1,757 1,757

3,719 3,669

7 7

2351 251

820 4,849

500 500

1,578 5,607

5,297 9,276

98 98

98 98

5,199 9,178

15,492 19,359

- 162

(10,293} (13,343}

5,199 9,178

5.4.2 Based on the book values, this equates to a value per fully paid ordinary share post
the Proposed Transactions (assumes 742,140,445 shares on 1ssue) of approximately
1.2 cents (ignoring the value, if any, of non-booked fax benefits). The net book
tangible asset backing as at 31 May 2007 equates to 0.91 cents (assume
568,140,445 shares on 1ssue). No adjustment has been made i relation to the sale

of the uranium feases to RJ and RJ issuing 44,000,000 shares at a deemed value of

10 cents each and RJ 1ssuing 10,000,000 share options to Wasabi. These will be
mcorporated mto the June 2007 statutory accounts of Wasabi. The non accounting
of the RJ transactions does not effect our conclusions on resolution 2.

5.4.3 We have accepted the amounts for all current assets, current liabilities, fixed assets

and investments.
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54.4 No detailed review was made by us on the assets and habilities disciosed i the

54.5

55

5.5.1

5.5.2

unaudited adjusted balance sheet as at 31 May 2007. We have been assured by the
management of Wasabi that they beleve the carrying value of all current assets,
fixed assets, mvestments and liabilsties at 31 May 2007 are fair and not materially
misstated. The value of the investment in RJ will be dependent op the successful
fisting of RJ on the ASX. There well may be significant value to the shares i
Wasabt if the 1PO for RJ 1s successful.

No independent valuations have been prepared on the energy and mineral prospects
of Wasab: and we do not consider it necessary o obtain an mdependent valuation
of the energy and mineral prospects for the purposes of this report.  We note that
the market has been informed of all of the current projects, joint ventures and farm
m/farm out arrangements entered into between Wasabi and other parties. We also
note it i1s not the present mtention of the Directors of Wasabi to liquidate the
Company and therefore any theoretical value based upon wind up value or even net
book value (as adjusted), s just that, theoretical. The shareholders, existing and
future, must acquire shares in Wasabi based on the market perceptions of what the
market considers a Wasabi share to be worth.

The market has either generally valued the vast majority of energy venture
compan:es at significant discounts or premiums to appraised technical values and
this has been the case for a number of years although we also note that there is an
orderly market (albeit on moderate turnover} for Wasabi shares and the market s
kept fully informed of the activities of the Company. Under A-IFRS, the Share
Based Compensation Standard that arguably applies to this transaction requires the
value of the consideration to be the fair value of the Assets acquired at the time of
the iegal acqusifion of the Assets and the issue of the 175,000,000 shares and
25,000,000 share opfions. Accordingly, for the reasons outlimed above, we believe
that for the purpose of this report, 1f 18 not appropriate fo use any technical value of
a Wasabi share in assessmg whether the proposal to acquire the Assets from Xtract
18 fair and reasonable. We believe a pre-announcement market-based approach is a
more suitable basis of assessing whether the proposals are fair and/or reasonable.

Weighted Average Market Price of Wasab: Fully Paid Shares

Since | Januvary 2006 to the date of the announcement of the proposals with Xtract
{13 November 2006), the shares in Wasabi have traded in the 1.7 cents to 4.2 cents
range. In mid April 2006, the shares rose from the high 1’s /low 2’s to trade
between 3.0 cents and up to 4.2 cents for a period of several months following an
announcement of a proposal to farm m to a uranium prospect i the Northem
Territory. The majority of the shares fraded in the 2.4 cents to 2.6 cents range over
the three months to 13 November 2006 although there were several sales from fime
to time at between 2.7 cents and 2.9 cents.

Generally, the market 1s a fair mmdicator of what a share is worth, however the
theoretical technical value based on the underlymg value of assets and liabilities
may be lower or higher.
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5.5.5

In the case of Wasabi, current hiquidity 18 not high and the Company wili need to:

¢ Undertake a capital raising of some significance (or a series of smaller capital
raisings) and / or
¢ Sell or dilute its mterest in existing energy mterests.

The Company may need fo arrange funding of a demonstration plant relating to the
original arrangement between Danieli Corus and Cambrian (refer paragraph 7.5
below).

It 18 noted that over the past several years, the vast majority of mmeral and energy
related companies listed on the ASX are trading at significant discounts or
premiums to appraised technical values and m some cases have traded at a discount
to cash asset backing. In the case of Wasabi, the monthly volume of trades on the
ASX is moderate but large enough to argue that an orderly market exists for the
Company’s shares. The “market” arguably is fully informed of the Company’s
activities and m view of the mmmediate and near future lack of a viabie energy
myvestment 1t 18 our opmion appropriate 0 use a range of recent pre-announcement
trading market values as fair values to attribute to the ordinary shares (possibly
restricted for 12 months) to be 1ssued to Wasabi.

The future value of a Wasabi share will depend upon, mfer aha:

¢ The future prospects of 1fs existing energy and mmeral prospects m Australia
and the commercialisation of the DC Technology Co-Op Agreement and the
future share price of the Aviva shares being acquired from Xtract;

The state of the energy markets (and prices) in Australia and overseas;

The state of Australian and overseas stock markets;

Membership of the Board;

General economic conditions; and

Liquidsty of shares in Wasabi.

In our view, taking into account the share price of a Wasabi share frading on the
ASX m the three months fo 13 November 2006, the value of a Wasabi share for the
purposes of this report lies m the range of 2.4 cents and 2.8 cents with a mid range
value of approximately 2.6 cents.

Arguably the shares to be issued to Wasab: have a lesser value, as they may be
restricted from trading for a period of 12 months. A discount of 10% to 20% per
annum i$ commonly applied to shares that have a restriction on trading and if this
applied fo the 175,000,000 shares to be issued to Xiract, the discounted market
value would approximate $3,360,000 (1.92 cents using a 20% discount from 2.4
cents) to $4,410,000 (2.52 cents using a 10% discount from 2.8 cents). Using a
15% discount to the 2.6 cent fair value noted above results i an adjusted fair value
for 175,000,000 shares in Wasabi of approximately $3,867.500 (2.21 cents per
share).
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5.5.6 It i1s noted that over the past four month or so (to 25 June 2007), the shares on

5.6

5.6.1

Wasabi have traded in the 3.3 cents to 6.3 cents range and if this range of prices
were applied to the 175,000,000 shares to be issued to Xtract, the undiscounted
share consideration only would be between $5,775,000 and $11,025,000 and after a
say 15% discount for escrow, the value of the share component of the consideration
would be $4,908,750 to §9,371,250. Under A-IFRS, the Share Based
Compensation Standard that arguably applies to this transaction requires the value
of the consideration to be the fair value of the Assets acquired at the time of the
legal acquisiion of the Assets and the issue of the 175,000,000 shares and
25,000,000 share options. We were advised that Wasab: allocated a value of
$3,690,000 to the 12,300,000 shares in Aviva (147,600,000 shares in Wasabi at 2.5
cents each} and the balance of 27,400,000 shares at 2.5 cents each and the
25,000,000 share options fo the value of the mterest in the DC technology Co-Op
Agreement. Thus the value of the interest in the DC Technology Co-Op
Agreement 1s the 27,400,000 shares at 2.5 cents totalling $685,000 plus any
ascribed value for the 25,000,000 share options (the directors of Wasab: did not
formally ascribe a value to the share options bat probably as they were 30 June
2008 options with an exercise price of 3 cents when the share price was 2.5 cents
they would have some technical value). Refer paragraph 5.6.1 below for comments
on value of share options). Thus, ignormg any values for the share options, the
Wasabi directors ascribed a value of approximately $4,375,000 to the Assets. This
1§ probably less than the above noted post announcement range for the share
consideration but less than the preferred discounted (for escrow) consideration for
the 175,000,000 shares of $3,867,500.

Share Options
The Company will 1ssue 25,000,000 share options to Xtract as part consideration to
acquire the Assets from Xtract. Using a Black Scholes option pricimg model,

resuits in the value of one option to be issued of approximately .90 cents.

The basic assumptions used were:

» market share price (pre announcement) 3.0 cents
* interest rate 6.0%
»  vyolatiity factor 75%
" eXercise price 3.0 cents
» opfion term (assumed issued late July 2007) 9 months

The 25,000,000 share options to be issued to Xiract will not be listed and may not
be tradeable until expiry date. At 0.90 cents each, the value equates to $225,000. It
may be that a discount will be applied to the valuation arrived at under Black
Schoies or the Biomual option valuation methodologies as the share options will
not be hsted. It is not uncommuon fo apply & discount for non-listing of between
20% and 50%. If a discount of 35% was apphied for non hsted status of the
proposed share options, the value would be $146,250 for all of the 25,000,000
share options. Under current Australian Accounting Standards applying for the
yvear ended 30 June 2007, the share options need to be costed as part of the
acquisition price. Using a Wasabi share price as at 5§ February 2007 (5.4 cents) and
a volatility of 50% results in a value per share option before any discount for non
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listed status of approximately 2.63 cents (1.71 cents after 35% non histed status
discount).  Thus using say the discounted share price, the share option
consideration based on a 5.4 cent share price for Wasabi would approximate
$427,500 (25,000,000 share options). If we used the 2.5 cent share price that
Wasabsi shares were trading at the time of negotiation with Cambrian, the technical
value of a share options would approximate 0.59 cents. Thus the value for
25,000,000 share options may be approximately $147,500 (and $95,875 after non
listed status discount).

Value of Consideration

The potential share and share option consideration for the acquisition of the Assets
if acguired from Xtract in 2006/07 (now expected to be in late July 2007} after
shareholders approval will be between $3,506,250 and $4,556,250 with a mid rang
value of $4,013,750. In addition, there are further acquisifion costs pertaining to
the Proposed Transactions, estimated at around $50,000. Thus it 1s considered that
the initial fair consideration may approximate $4,063,750 (mid value). Under A-
IFRS, the Share Based Compensation Standard that arguably applies to this
transaction requires the value of the consideration to be the fair value of the Assets
acquired at the time of the legal acquisition of the Assets and the issue of the
175,000,000 shares and 25,000,000 share options. This could be less or more than
the above noted range for the share and share option consideration (refer comments
below on values for the Assets and the comments on Wasabi Directors valuations
of the Assets as noted in paragraph 5.5.6 above).

Basis of Valuation of the Assets to be sold by Xtract to Wasabi

The usual approach to the valuation of an asset is to seek to determine what an
informed, willing but not anxious buyer would pay to an informed, willing but not
anxious seller i an open market.

In relation to the 12,300,000 shares in Aviva that represents an approximate 17.59%
shareholding mferest in Aviva as at 12 June 2007, we consider that the market based
approach fo value the shares in Aviva 18 the most appropriate. 1t 1s noted that Wasabi
now has an 800,000 shareholding interest in Aviva and when combined with the
12,300,000 Aviva shares to be acquired, Wasabt's shareholdmg interest m Aviva
will approximate 18.73% (13,100,000 shares out of 69,941,825 Aviva shares as at 12
June 20073, Aviva to our knowledge and from information nofed on its web site has
no businesses that are cash flow positive and that attempting to value the shares m
Aviva on a discounted cash flow or maintamable earnmgs basis 18 not reievant at this
point of time. Furthermore, we are not aware of any take over offers for Aviva as at
the date of preparing this report. Aviva is listed on the ASX. Aviva has completed a
Pre-Feasibility Study (“PFS”)Y on its Central West Coal Project (“CWC”) in Western
Austraha.  Aviva has now commenced a Bankable Feasibility Study (“BFS”) on
CWC to study the merits of a 400MW power generation project m the Midwest.
Aviva sees an opportunity to build a 2x200MW base load power station in the Mid
West servicing South West Interconnected System customers and the Mid West
region. It 1s proposed that Aviva will apply for preliminary capacity credits m 2007,
followed by approvals and finance i 2008. It 18 envisaged that the CWC project
would be commussioned in 2011, Future mulestones for Aviva melude:
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» combustion test work in December 2006 that will form the basis of the
preliminary power study;

» finalisation of Aviva’s arrangements for the co-development of the power
station i 2007; and

= completion of the prelimmary power study m the first half of 2007.

The Board of Aviva commented in 1ts 2006 Annual Report that they believed the

CWC will become a cornerstone “company starter” and it has reinvigorated
busmess development efforts seeking simifar projects in Australia and overseas
(Source: Announcements to ASX by Aviva).

The shares m Aviva over the period March 2006 to 30 Apnii 2007 have traded m
the range of 5.1 cents to 7.5 cents on a pre consolidated basis that is eguivalent to
25.5 cents fo 37.5 cents. Over the three months to 13 November 2006, (the date of
the announcement of the Proposed Transactions), the Aviva shares traded in the
range of 5.2 cents to 7.5 cents (post consolidated equivalent of 26.0 cents to 37.5
cents) and for most of the period | November 2006 to 10 November 2006 the
Aviva shares traded between 6.0 cents and 6.4 cents (equivalent to 30.0 cents and
34.0 cents on a post consolidation basis). Since 13 November 2006 and to the date
of a | for 3 consolidation of Aviva shares, the shares traded between 5.0 cenis and
6.8 cents (25.0 cenis to 34.0 cents post consolidated equivalent). Since the
consolidation of capital, the shares m Aviva to 25 June 2007 have traded between
27.0 and 40.0 cents. It is our view that based on a market based approach the
current fair vaiue of an Aviva share lies in the range of 25.0 cents {low) to 37.5
cents (high) with a preferred market value of around 30.0 cents (Iast sale on 25 June
2007 was 355 cents). The share price on 9 November 2006 was 6.0 cents
(equivalent fo 30.0 cents post consolidation) and the day before the announcement
of the Proposed Transactions, the Aviva shares were traded at 6.4 cents (32.0 cents
post consolidated equivalent).

Thus the pre announcement value of 12,300,000 shares in Aviva ignoring any
premium or discount for the transfer of such a large parcel of shares (refer
comments below) fies m the range of $3,075,000 to $4,612,500 with a preferred pre
announcement value of approximately $3,690,000. The turnover of shares traded on
the ASX 1n Aviva 18 moderate and any atternpt to sell 12,300,000 shares on the
market would in our opinion cause a dramatic decrease in the share price. The sale
of a large parcel of shares in Aviva would normally be undertaken off market as a
private sale. It 1s difficult to determine whether a private buyer would seek a
discount or be prepared to pay a premium for an approximate 18.73% interest m a
possible emerging energy producer. We have not applied a discount or attached any
premium to the prices used above. Discounts and premiums of 10% to 20% would
not be uncommon (and sometimes more or lessy.  Based on the closing price of an
Aviva share as at 25 June 2007 (35.5 cents), the value of 12,300,000 shares was
$4,366,500 and based on the range of prices (as adjusted for the | for 5
consolidation) m April and to 23 June 2007 the value of 12,300,000 shares lies in
the range of $3,075,000 fo $4,920,000.

7.5 The DC Technology Co-Op Agreement is a 50/50 jomt venture co-operation

agreement inmtially between Danieli Corus BV (“DC”) and Cambrian however
Cambrian has agreed to transfer ifs rights and liabilities under the agreement fo
Ktract prior fo Xfract assigning the inferest to Wasabt as part of the Asset sales to
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Wasabi. The DC Technology Co-Op Agreement (not all in a legal signed
agreement) relates primarily to cooperate to design, construct, test, evaluate and
operate a demonstration plant relating to converting carbon resources mto char
and/or coke using what is described as CCP Technology and make improvements to
the CCP Technelogy. The plan is for the first demonstration plant to be situated on
Holland. DC is an engineering and contracting firm supplying world wide
equipment and technelogy to the primary metal industry and 1s a subsidiary of the
large Dutch metals company, Danieli Corus Technical services BV, DC has
conducted extensive research into the development of the CCP Technelogy. DC has
prepared a pre-feasibility study setting out the relative merits of CCP Technology
and the likely costs of construction and operating a limited demonstration plant. [f
the demonstration plant i1s constructed and meets both parties’ commercial
expectations, the intent is for the parties to commercialise the CCP Technology.
Under the agreement Cambrian was to arrange the funding from third party sources
of the construction of the demonstration plant and shall make or procure the
payments to DC at the times and m the manner of the Project Plan. Cambrian was
also to fund the operation, tfesting, evaluation and demonstration of the
demonstration plant once constructed. It 1s beheved that the obligations of
Cambrian will be transferred to Xitract and then to Wasabi if the Assets are sold to
Wasabi as noted m resolution 2. We have been advised that over the past two years
Cambrian or a subsidiary spent approximately $1,498,000 relating to the DC
Technology Co-Op Agreement.

We have not conducted any due diligence on the DC Technology Co-Op Agreement

and associated jomt venfure and thus disciaim whatsoever any clamm that Cambrian
and/or Xtract have rights under the arrangements/agreements with DC. We
understand that Wasab: 18 conducting all necessary due diligence on the
arrangement with DC. We cannot and do not guarantee that any legal arrangement
18 place and do not warrant that the CCP Technology will be successfully
developed and commercialised.

Conclusion as to Fairness

The proposal to acquire the Assets for the consideration noted m paragraph 1.2 18
believed fair to Wasabi’s non-associated sharehoiders if the value of the
consideration offered i1s equal fo or less than the value of the Assets being acquired.

Due to the nature of the business of Wasabi, valuations are dependent upon the
vaiue placed on the energy interests of Wasabi. The valuation of such interests and
valuing future profitabiisty and cash flows is extremely subjective as it involves
assumptions regarding future events that are not capable of independent
substantiation. However, we believe that for the purposes of this report using pre
announcement (of the Proposed Transactions) share prices for Wasabi is more
appropriate and thus the discounted share prices (for the shares being restricted
securities for 12 months) have been used. As noted above, taking into account the
fair value also attributable to the 25,000,000 share options, the fair value of the
consideration may hie m the range of $3,556,250 to $4,606,250 with a preferred
value of $4,063,750 (includes estimated indirect costs of $50,000).
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We have examined below what the values attributable to the Assets proposed fo be
acquired and the value of the consideration offered by Wasabi to Xtract may be:

Low Preferred High
b b $
Fair value of 12,304,000 shares in
Aviva 3,075,000 3,690,000 4,612,500

Fair value of the mterest in the DC
Technology Co-Op Agreement
(refer below for comments) unknown unknown unknown

Value of consideration being

offered by Wasabi 3,517,628 4,013,750 4,567,625
Other incidental costs 50,000 50,000 50,000
3,567,625 4,063,750 4,617,625

As we cannot determine with any degree of accuracy as to whether the DC
Technology Co-Op Agreement will lead fo commercialisation and there are no
forecasts on profitability relating fo the DC Technology Co-Op Agreement, we
have under ASX Listing Rules that require us fo determine whether the proposal
(resoiution 2 in this mstance) are fair or not fair, concluded that the proposals under
resolution 2 are not fair. It is our understanding that the Directors of Wasabi
ascribed a value of approximately $700,000 (with a minimum of $685,000) to the
mterest in the DC Technology Co-Op Agreement although there are no cash flow
forecasts or other financial mformation to support such a value. The $700,000 was
approximately 30% of the amount purported to be spent perfaining to the Joint
Venture the subject of the DC Technology Co-Op Agreement over the two years {o
30 June 2006 but written off by Cambrian or a subsidiary of Cambrian. Arguably
under A-IFRS accounting for Share Based Compensation, the fair value of the
Assets 18 the value attributed to the purchase consideration (175,000,000 shares and
25,000,000 share options}. Ascribing say $700,000 to Xtract’s interest in the DC
Technology Co-Op Agreement and say $3,690,000 to the 12,300,000 Aviva shares,
the fair value attributable for accounting purposes to the equity consideration
approximates $4,390,000 ($4,366,500 usmg 25 June 2007 Aviva share price). This
equates fo approximately 2.51 cents (or 2.49 cents) to the 175,000,000 shares to be
1ssued (ignoring the 25,000,000 share options). This is not that far off from the
preannouncement value ascribed by us to the 175,000,000 shares and 25,000,000
share options (value as noted above $4,063,750).

Reasonableness of the Offers

We set out below some of the advantages and disadvantages and other factors
pertaming to the Proposed Transactions {acquisition of Assets from Xtract).

Advantages

The Company has very few remaining energy mterests and requires new energy
Interests to augment 1fs existing energy portfolio. The upside potential of the DC
Technology Co-Op Agreement Joint venture is at this stage unquantifiable but 1f
the technology of the DBC Technology Co-Op Agreement can be commercialised
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than it may add significant value to the energy mierests of Wasabi and lead to a re-
ratimg upwards of the Company’s shares. In addition, there appears to be potential
for a rise in the share price of Aviva (although this cannot be guaranteed) if the
Central West Coal Project 1s successfully commercialised.

On a book asset backing approach, the share consideration proposal is
approximately $1,592,500 (0.91 cents per share for 175,000,000 shares) and far
below a market value (pre announcement) approach.

If the 25,000,000 share options proposed to be 1ssued to Xtract are exercised, the
Company would receive $750,000 m new cash funds. The exercise price of 3 cents
each approximates the pre announcement share price of the Proposed Transactions
and m the main is in excess of prices for the majority of the year leading up to the
13 November 2006. [f met, there is a good chance that the share price would be
above 3 cents and thus the existing sharehoiders are benefiting from an mcreased
share price.

The dwectors have outiined a number of perceived advantages of the proposed
transaction, although we cannot be certain as to whether the advantages noted by

them will eventuate. However, on the face of it they do not appear unreasonable.

Disadvantages and Other Factors

The issue of 175,000,000 shares to Xtract would dilute the non associated
shareholders mterest in Wasabt from 81.09% to approxmmately 62%. If the
25,000,000 share options proposed to be issued to Xtract are exercised, the
percentage mterests of the existing shareholders are diluted even further.

The number of fully paid shares on issue nses to 743,140,445 shares (before
exercise of any share options}.

The Jomt Venture the subject of the DC Technology Co-Op Agreement may not
turn out to be commercially viable and thus losses may be mcurred. Furthermore,
Aviva share price may fall and Aviva may not successfully commercialise s
Central West Coal Project. It 1s noted however that Wasabi 1s currently an energy
mvestment company and there is always risks i investing in such type of
companies.

The Cambrian Group, if the Proposed Transactions proceed could control between
38.00% and 40.02% of the expanded issued capital of Wasabs, depending on how
many proposed share options are exercised. There are also on issue 15,000,000 2.5
cent share options expiring 14 January 2008, 10,000,000 3.0 cent share options
expiring 29 November 2009 and 10,000,000 3.5 cent share options expiring 29
November 2009. In addition 1t is proposed to grant share options to Messrs Morris
and Wise as outlined m resolutions 4 and 5. The share hoiding of the Cambrian
Group may Increase or decrease, depending on whether some or all of the existing
and potential share options are exercised. Some significant voting control is
passing to the Cambrian Group. It i1s difficult to determine whether the Cambrian
Group 18 m effect paying a premium for deemed control (greater than 209) as we
cannot with any degree of accuracy value all of the Assets being acquired by
Wasabi from Xtract. As noted above, we cannot place a value on the Joint Venture
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the subject of the DC Technology Co-Op Agreement. If it was assumed that the
Joint Venture the subject of the DC Technology Co-Op Agreement was worth
$700,000 (refer paragraph 8.4) then the Cambrian Group may be payig a premium
for control however all shareholders in theory benefit in that the Assets acquired
are worth more than the consideration being given by Wasabi.

Wasabi may need to raise further working capital to spend on exploration and
evaluation of the Company’s existing energy assets/tenements and incur significant
costs relating to the DC Technology Co-Op Agreement. The number of shares that
may be issued fo raise addifional capital is not yet ascertained however any future
capital raisings may further dilute the current non associated shareholders mterests
m Wasabi.

Conclusion as to Reasonableness

After taking mto account the factors referred to m 9 sbove and elsewhere m this
report, we are of the opmion that the Proposed Transactions as noted in paragraph
1.2 and resolution 2 in the Notice may be considered reasonable to the non-
associated shareholders of Wasab:.

Sources of Information

In makmg our assessment as to whether the Proposed Transactions as noted n
paragraph 1.2 and resolution 2 are fair and reasonable, we have reviewed relevant
published available mformation and other unpubiished information of the Company
and the Assets that is relevant to the current circumstances. In addition, we have
held discussions with the management of Wasabi about the present and future
operations of the Company. Statements and opinions contamed in this report are
given m good faith but in the preparation of this report, we have relied in part on
mformation provided by the directors and management of Wasabi.

Information we have received includes, but 1s not limited fo:

¢ Draft Notice of General Meeting of Shareholders of Wasabi and draft
Explanatory Memorandum To Shareholders prepared to March to 25 June 2007,

¢ Discussions with management and directors of Wasabi;

e Details of historical market frading of Wasabi ordinary fully paid shares
recorded by ASX for the period 1 October 2005 to 12 June 2007;

¢ Sharcholding details of Wasabi as supplied by the company’s share registry at
12 June 2007,

¢ Annual report for Wasab: and Aviva for 2005/06 lodged with the ASX;

¢ Un-audited accounts of Wasabi and Aviva for the period 1 July 2006 to 31
December 2006 and for Wasabi from 1 July 2006 to 31 May 2007

¢ Announcements made by Wasabi and Aviva to the ASX from | January 2006 to
25 June 2007,

¢ The Heads of Agreement between Wasabi and Xiract;

¢ The draft Heads of Agreement relating to the DC Technology Co-Op
Agreement; and

¢ Information on the DC Technology Co-Op Agreement (including past
expenditures on the Joint Venture the subject of the DC Technology Co-Op
Agreement by the Cambrian group of companies) as supplied by Cambrian.
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11.3 Our report inciudes Appendix A and our Financial Services Guide attached to this
report.

Yours faithfully
STANTON PARTNERS CORPORATE PTY L'tD

gmw

J P Van Dieren
Director
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APPENDIX A

AUTHOR INDEPENDENCE AND INDEMNITY

This annexure forms part of and should be read m conjunction with the report of Stanton
Partners Corporate Pty Ltd dated 27 June 2007, relating to the issue of shares and options
as consideration for the Assets from Xtract as outlined 1n paragraph 1.2 of the report and
resoiution 2 in the Nofice of Meeting to Shareholders to be dated June 2007.

At the date of this report, Stanton Partners Corporate Pty Ltd does not have any interest in
the cutcome of the proposal. There are no relationships with Wasabt or the Cambrian
Group other than acting as an independent expert for the purposes of this report. There are
no existing relationships between Stanton Partners Corporate Pty Lid and the parties
parficipating 1n the transaction detailed m this report which would affect our ability to
provide an independent opinion. The fee fo be received for the preparation of this report 18
based on the time spent at normal professional rates plus out of pocket expenses and 18
estimated at $16,000. The fee is payable regardless of the outcome. With the exception of
the fee, neither Stanton Partners Corporate Pty Ltd nor John P Van Dieren have received,
nor will, or may they receive, any pecuniary or other benefits, whether directly or
mdirectly, for or in connection with the making of this report.

Stanton Partners Corporate Pty Lid does not hold any securities in Wasabs or the Cambrian
Group of companies. There are no pecuniary or other interests of Stanton Partners
Corporate Pty Lid that could be reasonably argued as affecting its ability to give an
unbiased and mdependent opinion m relation to the proposal. Stanton Partners Corporate
Pty Ltd and Mr J Van Dieren have consented fo the imclusion of this report in the form and
context m which 1t is included as an annexure to the Notice.

QUALIFICATIONS

We advise Stanton Partners Corporate Pty Ltd is the hoider of an Investment Advisers
Licence (no 231201} under the Corporations Act 2001 relating to advice and reporting on
mergers, takeovers and acquisitions that involve securities. A number of the partners of
Stanton Partners and Stantons International Pty Ltd are the Directors’ of Stanfon Partners
Corporate Pty Lid. Stanton Partners, Stantons Infernational Pty Ltd and Stanton Partners
Corporate Pty Lid have extensive experience 1n providing advice pertaining to mergers,
acquisitions and strategic and financial planning for both listed and unlisted companies and
businesses.

Mr John P Van Dieren, FCA, the person responsible for the preparation of this report, has
extensive experience 1n the preparation of valuations for companies and m advising
corporations on takeovers generally and m particular on the valuation and financial aspects
thereof, including the faimess and reasonableness of the consideration offered. The
professionals employed m the research, analysis and evaluation leading to the formulation
of opmions contamed in this report, have qualifications and experience appropriate to the
task they have performed.
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DECLARATION

This report has been prepared at the request of the Directors of Wasabi 1n order fo assist
them to assess the merits of the proposal to issue 175,000,000 shares and 25,000,000 share
options for the Asset acquisitions (outlined m resolution 2) to which this report relates.
This report has been prepared for the benefit of Wasabi’s directors and sharcholders and
does not provide a general expression of Stanton Partners Corporate Pty Ltd’s opinion as
to the longer ferm value of Wasabt or the Assets to be acquired. Stanton Partners
Corporate Pty Lid does not mmply, and it should not be construed, that 1s has carried out
any form of audit on the accounting or other records of Wasabi, the Joint venture relating
to the DC Technology Co-Op Agreement and Aviva. Neither the whole nor any part of
this report, nor any reference thereto may be included in or with or attached to any
document, circular, resolution, letter or statement, without the prior written consent of
Stanton Partners Corporate Pty Lid to the form and context i which it appears.

DISCLAIMER

This report has been prepared by Stanton Partners Corporate Pty Ltd with due care and
diligence. However, except for those responsibilities, which by law cannot be excluded,
no responsibility arising m any way whatscever for errors or omission (including
responsibility to any person for negligence) is assumed by Stanton Partners Corporate Pty
Lid, Stanton Partners, Stantons {nternational Pty Lid, its directors, partners, employees or
consultants for the preparation of this report.

DECLARATION AND INDEMNITY

Recognising that Stanton Partners Corporate Pty Ltd may rely on mformation provided by
Wasabi and its officers (save whether it would not be reasonable to rely on the information
having regard to Stanton Partners Corporate Pty Ltd experience and qualifications),
Wasabi has agreed:

a} To make no claim by 1t or its officers agamst Stanton Partners Corporate Pty Ltd (and
Stanton Partners and Stantons Infernational Pty Ltd) fo recover any loss or damage
which Wasabi may suffer as a result of reasonabie reliance by Stanton Partners
Corporate Pty Ltd on the mformation provided by Wasabi; and

(b) To indemnify Stanfon Partners Corporate Pty Lid (and Stanton Partners and Stantons
International Pty Lid) against any clamm arising (wholly or m part) from Wasabi or any
of its officers providing Stanton Partners Corporate Pty Ltd any false or musleading
information or in the failure of Wasabi or ifs officers in providing material
information, except where the claim has arisen as a resalt of wilful misconduct or
negligence by Stanton Partners Corporate Pty Ltd.

A draft of this report was presented to Wasabi directors for a review of factual mformation

contained in the report. Comments received relatimg to factual matters were taken into
account, however the valuation methodologies and conclusions did not alter.
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STANTON PARTNERS CORPORATE PTY LTD

ACN 063 036 331

1 HAVELOCK STREET
WEST PERTH 6005
WESTERN AUSTRALIA

TELEPHONE: (08) 8481 3188
FACSIRHLE: {08) 9321 1204

e-mail: jvdieren@@stanton.com.au

FINANCIAL SERVICES GUIDE
Dated 27 June 2007

1. STANTON PARTNERS CORPORATE PTY LTD

Stanton Partners Corporate Pty Ltd ABN 89 063 036 331 (“SPC” or “we” or “us”
or “ours” as appropriate) has been engaged to issue general financial product
advice mn the form of a report to be provided to you.

2. FINANCIAL SERVICES GUIDE

In the above circumstances we are required to issue to you, as a retail chent a
Financial Services Guide (“FSG*). This FSG is designed to help retail clients
make a decision as to their use of the general financial product advice and to
ensure that we comply with our obligations as financial services licensees.

This FSG includes information about:

»  who we are and how we can be contacted;

» the services we are authorised to provide under our Australian Financial
Services Licence, Licence No: 231201,

* remuneration that we and/or our staff and any associated receive in
connection with the general financial product advice;

» any relevant associations or relationships we have; and

» our complaints handling procedures and how you may access them.

3. FINANCIAL SERVICES WE ARE LICENCED TO PROVIDE

We hold an Australian Fmancial Services Licence which authornses us fo provide
financial product advice m relation to:

»  Securities {such as shares and options)

We provide financial product advice by virtue of an engagement to issue a report
in connection with a financial product of another person. Our report will include a
description of the circumstances of our engagement and identify the person who
has engaged us. You will not have engaged us directly but will be provided with a
copy of the report as a retail client because of your connection to the matters in
respect of which we have been engaged to report.
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Any report we provide 18 provided on our own behalf as a financial services
licensee authorised to provide the financial product advice contained in the report.

GENERAL FINANCIAL PRODUCT ADVICE

In our report we provide general financial product advice, not personal financial
preduct advice, because 1t has been prepared without taking mto account your
personal objectives, financial sifuation or needs.

You should consider the appropriateness of this general advice having regard to
your own objectives, financial situation and needs before you act on the advice.
Where the advice relates to the acquisition or possible acquisition of a financial
product, you should also obtain a product disclosure statement relating to the
product and consider that statement before making any decision about whether to
acquire the product.

BENEFITS THAT WE MAY RECEIVE

We charge fees for providing reports. These fees will be agreed with, and paid by,
the person who engages us to provide the report. Fees will be agreed on either a
fixed fee or ime cost basis.

Except for the fees referred to above, neither SPC, nor any of its directors,
employees or related entities, receive any pecuniary benefit or other benefit,
directly or indirectly, for or in connection with the provision of the report.

REMUNERATION OR OTHER BENEFITS RECEIVED BY OUR EMPLOYEES

All our employees receive a salary. Our employees are ehigible for bonuses based
on overall productivity but not directly in connection with any engagement for the
provision of a report.

REFERRALS

We do not pay commissions or provide any other benefits to any person for
referring customers to us in connection with the reports that we are hicensed o
provide.

ASSOCIATIONS AND RELATIONSHIPS

Through a variety of corporate and trust structures, SPC 1s ultimately wholly
owned by and operates as part of Stanton Partners and Stantons International Pty
Ltd professional advisory and accounting practices. Our directors may be partners
in Stanton Partners and/or Stantons International Pty Ltd.

From time to fime, SPC Stanton Partners and Stantons Infernational Pty Ltd and/or
their related entities may provide professional services, including audit, tax and
financial advisory services, to financial product issuers i the ordinary course of ifs
busmess.
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9. COMPLAINTS RESOLUTION
9.1 Internal complaints resolution process

As the holder of an Australian Financial Services Licence, we are required to have
a system for handling complaints from persons to whom we provide financial
product advice. All complamts must be m writing, addressed to:

The Complaints Officer

Stanton Partners Corporate Pty Lid
Level 1

1 Havelock Street

WEST PERTH WA 6005,

When we recelve a written complaint we will record the complant, acknowledge
receipt of the complaints within 15 days and investigate the issues raised. As soon
as practical, and not more than 45 days after receiving the written complaint, we
will advise the complamant in writing of our determination.

9.2  Referral to External Dispute Resolution Scheme

A complamant not satisfied with the outcome of the above process, or our
determination, has the right to refer the matter to the Fmancial Industry
Complaints Service Limited (“FICS”). FICS is an independent company that has
been established to provide free advice and assistance to consumers to help in
resolving complaints relating to the financial services industry.

Further details about FICS are available at the FICS website www.fics.asn.au or by
contacting them directly via the details sef out below.

Financial Industry Complaints Service Limited
PO Box 579

Collins Street West

MELBOURNE VIC 8007

Toll Free: 1300 78 08 08
Facsimile: (03} 9621 2291

16, CONTACT DETAILS

You may confact us using the details set out af the top of our letterhead on page 1
of this FSG.
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PROXY FORM

APPOINTMENT OF PROXY
WASABI ENERGY LIMITED
ACN 000 090 997

ifWe

being a Member of Wasabi Energy Umited entfiled fo aoftend and vole at the
Mesating, heraby

Appoint

Narne of proxy

or fading the person so named o, if no person 8 named, the Chaiman of the Meeling or the Chairman's
nominge, to vote in accordance with the following directions or, iIf no directions have been given, as the proxy
sess fif af the General Mesting fo be held af 10:00 arm (WST) on 2 August 2007 of the Celtic Club, 48 Ord Street,
West Perth, Western Australia and at any adjournment thersof. f no directions are given, the Chairman will vote
in favour of all of the Resolutions.

Voting on Business of the General Meeting

FOR AGAINST ABSTAIN
Resolufion | Re-aleciion of Mr Stephen Morrs ] L] L]
Resolution 2 Share Purchase Agresmeant L] L] U]
Resolution 3 Ratification of Prior Issue of Securities L] U] L]
Resolufion 4 Retated Parly Issue — Grant of Options 1o Mr Stephen Morris ] ] ]
Resolufion & Related Party 1ssue — Grant of Options o Mr Tim Wise U] U] L]
Resolution 6 Disposal of Major Asset U] U] L]
Resolution 7 Related Parly 1ssue — Rum Jungie Uranium ] ] U]

if the Chair of the Meeting is appointed as your proxy, of may be appointed by default and you do not
wish fo direct your proxy how o vote as your proxy in respect of a Resolution, please place a raark in this box.

By marking this box, you acknowledge that the Chairman of the meesting may exercise your proxy even though
he has an inferest in the outcome of the Resolution and votes cast by hirn other than as proxy holder will be
disregarded because of that interest. The Chairman will vote in favour of all of the Resolutions if no directions are
glven.

YOU MUST EFHER MARK THE BOXES DIRECTHING YOUR PROXY HOW TO VOTE OR MARK THE BOX INDICATING THAT
YOU DO NOT WISH TO DIRECT YOUR PROXY HOW TO VOTE, OTHERWISE THIS APPOINTMENT OF PROXY FORM WILL BE
DISREGARDED.

if you mark the abstain box for a particular fem, you are directing your proxy not to vote on that item on a show
of hands of on a polt and that your shares are not 1o be counted in computing the required magjority on a poll.

Sighad this day of 2007,
By:
Individuals and joinf holders Companies {affix common sedl if appropriate)
Sighature Dirgctor
Sighature Cirector/Compary Secretary

Signature Sole Director and Sole Comypany Secretary




WASABI ENERGY LIMITED
ACN 000 090 997

Instructions for Compieting ‘Appointment of Proxy’ Ferm

A member enfifled to aftend and vote af a Meeting is enfitted o appoint not more
than two proxies to attend and vole on their behalf. Where more than one proxy is
appointed, such proxy must be allocated a proporfion of the member’s voling
rights. If the shareholder appeints two proxies and the agppointment does not
specify this proportion, each proxy may exercise half the votes.

A duly agppointed proxy need not be a member of the Company. In the case of
joint hotders, all must sign.

Corporate Shareholders should comply with the execution requirements set out on
the proxy form or otherwise with the provisions of Section 127 of the Corporations
Act. Section 127 of the Corporations Act provides that a company may execute o
document without using its comnmon sedl if the document is signed by:

. DCirectors of the company;
. g director and a company secretary of the company; or

. for o propretary company that has g sole director who is dlso the sole
company secretary - that director.

For the Company fo rely on the assumptions set out in Section 129(5) and (&) of the
Corporations Act, a document must appear to have been execuled in
accordances with Section 127(1) or (2). This effectively means that the stafus of the
persons signing the document or withessing the affixing of the seal must be set out
and conform to the requirements of Section 127(1) or (2) as applicable. In
particular, a person who withesses the affixing of a common seal and who is the
sole director and sole company secrefary of the company must state that next o
his or her signature.

Completion of g proxy form will not prevent individual Shareholders from attending
the meeting in person if they wish. Where a Shareholder completes and lodges o
valid proxy form and aftends the meeting in person, then the proxy’s authotity 1o
speak and vote for that Sharehelder is suspended while the Shareholder is present
at the Meeling

Where a proxy form or form of appointment of corporate representative is lodged
and is executed under power of altomey, the power of atformey must be lodged in
ke mannsr as this proxy.

To vote by proxy, please complete and sign the proxy form enclosed with this
Notice of Meeting as soon as possible and either:

Q) send or deliver the proxy form fo Wasabi Energy Limifed of Level 2,
Mezzaning, 28 Ord Street, West Perth, or PO Box 2883, Perth, 6000, Westem
Australia; or

@} send the proxy form by facsimile to the Company on facsimile number
(+618) 9322 50b2,

so that it is received not later than 10:00 am (WST) on 31 July 2007,

Proxy forms received later than this time will be invalid.



