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IMPORTANT NOTICE

This Prospectus is dated 16 June 2006, A copy of this
Prospectus has been lodged with ASIC on that date. ASIC
takes no responsibility for the contents of this Prospectus.

sued or allotted on the basis
nonths afler the date of this

No Shares er Options will be
ot this Prospectus later than !
Prospectus.
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Lodostone has applied to ASX for quotation of the New
Shares and the New Options. ASX takes no responsibility
for the contents of this Prospectus. The fact that ASX may
guote the New Shares and New Options is not to be taken
in any way as an indication of the merits of Lodestone.

Before deciding to mvest in Lodestone, you should read
and understand the entire Prospectus and, in particular, in
considering Lodestong’s prospects, you shoudd consider the
visk factors that could affect Lodestoneg's performance. You
should carefully consider these factors in light of vour
personal cirenmstances {including financiul and taxation
issues) and seek advice from your professional adviser
before deciding o invest. Investing in Lodestone involves
risks. See 'Risk Factors' in Section 6 for a discussion of
certain risk fuctors that you sheuld consider before deciding
to invest in Lodestone.

No person is authorised to give any information or to make
any representation in connection with the Offer that is not
contained in this Prospectus or has not been released to
ASX with the authorisation of Lodestone.

The Entitlement and Acceptance Form accompanying this
Prospectus is important. Please refer to the Instructions in
Section 3 of this Prospectus regarding the acceptance of
vour Entitfement. Applications can only be submitted on a
vatid Entitlement and  Acceptance Form  that is only
available with this Prospectus.

Restrictions on distribution

This Prospectes does not constituie an offer or invitation 1n
anty place in which, or to any person to whom, H would not
be lnwiful to meke such an offer or invitation. No action
has been taken to fodge this Prospectus in any jurisdiction
outside of Australis or to otherwise permit & public offering
of Rights or New Shares or New Options in any jurisdiction
outside Austratiz. This Prospectus is not 10 be distributed
i, and no offer of Shares 15 to be made in, countries other
than Australia and New Zealand.

Neither the Rights, Shares nor Options have been or will be
registered under the US Securities Act of 1933 and may
onfy be offered, sold or resold in, or to persons in, the
Plpited States in accordance with an available exemption
trom registeation.

It is the responsibility of any Applicant to ensure
complisgnce with any laws of a country refevant to their
Application. Retwrn of 2 duly completed Entitfemnent and
Acceptance Form will be tsken by lLodestone as a
representation that there has been no breach of such laws,
that the Applicant is an Figible Sharcholder and that the
Applicant is physically present in Australin or New
Zeatund.

Shareholders oumside Australis and New Zesland should
refer to Section 111 of this Prospectus for details of how
vour Entitlement will be dealt with.

Rights trading

Your Rights may have value. If you decide not fo exercise
all or part of your Rights and take up New Shares and New
Options you should consider whether to sell vour Rights. It
is important that vou either accept or self vouwr Entitlement
in sccordance with the instructions in Section 5 of this
Prospectus and on the back of the Enthlement and
Acceptance Form.

Individual applicants are responsible {or determining their
allocations of Rights and New Shares and New Options
before trading in them. Eligible Sharcholders trade in
Rights or New Shures or New Options before receiving
conflrmation of their allocation at their own risk.

Shareholders who take no action in respect of their Rights
will receive no benefits. An Fntitlement and Acceptance
Form is enclosed with this Prospectus.

Prospectus availability

This Prospectus is available in electronic form  at
www.lodestonex.com  and  www.ass.coman  only  for
persons within Auswalin, Persons who neeess the electronic
form of this Prospectus must enswre that they download and
vead the entire Prospectus.

A prinied copy of this Prospectus s availuble free of charge
by calling Link Market Services Limited on 02) 8280
7454,

Befinitions and glossary, financial amounts and
time

Definitions of certain terms used in this Prospectus are
contained in Section 8. All references to owrency are to
Australizn dollars and all references to time are to Brisbane
titne, uness otherwise indicated.

Pictures and other representations may not be drawn to
seale and sre for Hlustrative purposes only and do not and
are not to be taken to represent assets that sre either owned
or controlled by Lodestone, unless otherwise stated.

Enquiries

For further information in relation o the Offer, please call
Lodestone’s Company Secretary on (87 3229 6606,
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INVESTMENT HIGHLIGHTS

. Lodestone is a precions and base-metals exploration company with interests in Queensland and South
Australia.

*  The objective is to discover major gold and base metals deposits similar to Mount Morgan and Mount fsa.
. Drill targets have been identified in South Awstralia and Central Queensland.
. Lodestone intends fo commence drilling as soon as practical after completion of the issue.

s Arcas of immediate interest are primarily freehold or exclusive leasehold and, as such, are expected to have
minimal Native Title risk.

*  The Karinya Project in South Augstralia is free of any Native Title claim.

. Priject areas are close to fransport and energy infrastructure.

IMPORTANT DATES

Shares trade "ex-rights" and Rights trading commences on ASX : 21 June 2006
Record Date to determine Entitlements under the Rights Issue : 27 June 2006
Prospectus and Entfitlement and Acceptance Form despatched : 30 June 2006
Last day of Rights trading : 7 July 2006

Closing Date for acceptances : 14 July 2006
Allotment and issue of New Shares : 21 July 2006
Despatch of shareholding statements for New Shares : 21 July 2006
Trading of New Shares expected to commence : 24 July 2006

This timetable is indicative only and subject to chanpe. The Directors generally reserve the right to vary these dates, including the
Closing Date without prior notice. The Directors also reserve the right not to proceed with the whole or part of the Offer any time
prior to allotment. In that event, the relevant Application Money will be returned without interest.



LETTER FROM THE CHAIRMAN

Dear Sharehoider,

Your Directors are pleased to offer von an opportunity to participate in Lodestone's renounceable Rights Issue.

In summary, this is a 4 for 3 Rights lssue of New Shares at an issue price of 3.8 cents per New Share, with one free
attaching New Option for each 2 New Shares. It is expected fo result in the issue of af least 61,892,953 New Shares

and 30,946,476 New Options, raising approximately $2.35 miltion.

The free attaching New Options {one for every 2 WNew Shares) have an exercise price of 5 cents and an exercise
period of 2 vears. The Company will apply for the New Options to be quoted with ASX.

The Rights 1ssue is underwritten and the Company has incorporated a top up facility whereby Eligible Sharcholders
may apply for additional New Shares in excess of their Enfitlement at the same price.

The funds raised will increase the Company’s cash and will primarily assist us to fund our first phase of drilling on
the optioned Karinya Zinc-Silver Prospect in South Australia, the optioned Bocoolima Gold-Copper Prospect in
Central Queensland, enhance fargets near Mount Morgan, at Cracow South and at Limestone Creek and o pursue
additional opportunities as the Board sees fif. Proceeds will also be used to meet costs associated with the Offer,

cover corporate overheads and provide working capital for the next 2 vears.

Your Directors draw vour aftention to the courses of action available to vou as set out in Section 5. Your Entitlement
to New Shares is set out on the accompanying Entilement and Acceptance Form.

Your Directors also draw vour aftention to Section 6, Risks, and ask that you cavefully consider the potential risks
outlined before making an investment uader this Prospectus.

The proceeds of the Rights Issue will enhance the fufure of the Company and on behalf of the Board, | invite you to
consider the contents of this Prospectus and encourage you to participate in the Rights Issue.

Yours sincerely,

John Shaw, Chairman

16 June 2006

Tad



1. DETAILS OF RIGHTS {SSUE
1.1 Description of Rights Issue

Lodestone is offering, by way of a 4 for 3
renounceable Rights 1ssue, approximately 61,892,953
New Shares at an Application Price of 3.8 cents per
New Share with 1 free New Option for each 2 New
Shares to each Eligible Shareholder to  raise
approximately $2.35 million.

1.2 Entitiement to Rights {ssue

Sharcholders who are on the Company's Share
Register at the close of business on the Record Date,
being 7.00 pim on 27 June 2006 will receive Rights to
acquire 4 New Shares with 2 free New Options for
every 3 Shares held, at an Application Price of 3.8
cents per New Share.

Fractional entitlements will be rounded up to the
nearest whele number of New Shares and New
Options. For this purpose, holdings in the same name
are aggregafed for calculation of Entitlements. If
Lodestone considers that holdings have been split to
take advantage of rounding, Lodestone reserves the
right to aggrepate holdings held by associated
Shareholders  for the purpose of caleulating
Entitlements.

An Entitlement and Acceptance Form setfing out
your Enfitlement to New Shares and New Options
gccompanies this Prospectus.

Eligible Sharcholders may apply for Additional New
Shares under Section 1.7,

1.3 Application Price

The Application Price of 3.8 cents represents a
discount of 9.8% to the closing price of Shares of 4.2
cents on 13 June 2006, being the last day of trading
before the annonncement of the Rights lssue. For
every two New Shares issued, applicants receive one
free New Option.

1.4 Use of proceeds

Lodestone expects fo raise approximately $2.35
million under the Rights Issue before Offer costs and
will use the proceeds as set out in Section 2.

1.5 Underwriting

The Rights Issue is fally underwritten by Patersons
Securities Limited. A summary of the underwriting
agreement {including the circumstances in which the
agreement may be terminated) is sef out in Section 7.

1.6 Actions Required by Shareholders

An  explanation of the actions reguired by
Shareholders is set out in Section 3.

1.7 Applying for Additionai New
Shares

Eligible Shareholders may, in addition to their
Entitlement, apply for Additional New Shares and the
relevant number of New Options regardless of the
size of their present holding.

If more Additional New Shares are applied for than
are available from the quantity of New Shares not
taken up under the Rights Issue, the Directors will
scale back those applications in a manner determined
by the Company and the Underwriter in their absolute
discretion and excess application money will be
refunded without interest.

Entitlements aot taken up become available as
Additional New Shares in the first instance. It is
possible, particularly if there is an active Rights
trading market, that there will be few or no
Additional New Shares available for issue. It is an
express ferm of the Offer that Applicants will be
bound to accept a lesser number of Additional New
Shares and additional New Options atlocated to them
than applied for, in which case excess aspplication
money will be refunded without interest.

Farther details of how to apply for Additional New
Shares are set out in Section 5.

1.8 Allotrnent and Application Money

All Eligible Shareholders whao accept the Offer will
receive their Entilement in full.

New Shares and New Options will be issued only
after all Application Money has been received and
ASX has pranted permission for the New Shares and
New Options to be quoted. It is expected that New
Shares and New Options will be issued on 21 July
2006 and trading of the New Shares and New
Options on ASX is expected to commence on 24 July
2606,

All Application Money received before New Shares
and New Options are isszed will be held in a special
purpose account. After Application Money is
refunded (if required) and New Shares and New
Options are issued to Applicants, the balance of funds
in the account plus accrued interest will be received
by Lodestone.

Lf the New Shares and New Options are not guoted
by ASX within three months after the date of this
Prospectus, Lodestone will refund all Application
Maoney in full.

1.8 Closing Date

The closing date for acceptance of your Entitlement
is 3.00 pm on 14 July 2006. The Company reserves
the right to cancel the Rights Issue at any time prior
to allotment.



1.10 Rights trading

Trading of Rights commences on ASX on 21 June
2006 with the last day of trading being on 7 July
2006. All or part of an Eligible Shareholder’s Rights
may be traded on ASX or ctherwise sold between
these dates should yvou choose not to accept all or part
of your Entitlement.

1.11 Treatment of Overseas
Shareholders

The Offer in this Prospectus is not being extended to
any Shargholder, as at the Record Date, whose
registered address is not situated in Australia or New
Zealand becasse of the small nomber of such
Shareholders, and the cost of complying with
applicable  regulations in  jurisdictions  outside
Anstralia and New Zealand. The Prospectus is sent
i those Shareholders for information only.

The Offer contained in this Prospectus to Eligible
Sharcholders with registered addresses in New
Zealand is made in reliance on the Securities Act
(Overseas Companigs) Exemption Notice 2002 (New
Zealand). Members of the public in New Zealand
who are not existing Sharcholders on the Record Date
are not entitled to apply for any New Shares.

Recipients may not send or otherwise distribute this
Prospectus or the Entitlement and Acceptance Form
to any person outside Australia (other than to Eligible
Shareholders).

The Company has appointed the Underwriter (or
associates of the Underwriter) as nominee to sell the
Non-qualifying Foreign Shareholders’ Rights. The
Underwriter {or associates of them) will only sell the
rights if there is a viable market in the rights and a
premium over the expenses of sale can be obtained.

Any such sale will be at a price and be conducted ina
manner that the nominee will determine in its
ahsolute discretion.

The proceeds of sale (in Australian dolfars) will be
distributed to  the  Non-gualifving  Forcign
Shareholders for whose benefits the Rights have been
sold i proportion to their sharcholdings as at the
Record Date (after deducting the costs of the sale and
the distribution of the proceeds), save that individual
amounts of less than $10 will be retained by
Lodestone.

Neither the Company nor the nominee will be liable
for any failure to seli the Rights or to sell the Rights
at any particular price. I there is no viable market for
the Rights of the Non-gqualifving Foreipn
Sharcholders, their Entitlement will be allowed to
lapse and the relevant New Shares and New Options
will revert to the Underwriter.

1.12 Rights attaching to New Shares
and New Options

From issue, the New Shares issued under this
Prospectus will rank equally in all respects with
existing Shares. Summaries of the important rights
attaching fo Shares as set out in the Company's
Constitution and rights attaching to New Options are
contained in Section 7 of this Prospectus.

1.13 Risk Factors

Applicants should appreciate that mineral exploration
is a high risk enterprise which only occasionally
provides rewards and whose new economic
discoveries are rare. There are a number of risk
factors, both specific to Lodestone and of a general
natore, which may affect the future operating and
financial performance of Lodestone and the value of
an investment in Lodestone. These risk factors are
discussed in more detail in Section 6 of this

Prospectus and inchude the following:

. highly  speculative nature of mineral
exploration and development;

. mining risks;

. cultural heritage;

. renewal of title of existing tenements;

. Karinva Project joint venfure and Minister's
consent;

. native title;

. operating history;

. key personnel;

. consequences of inability to raise funds;

. environmental impact constraints;

. share market risk;

. vilatility in the price of minerals;

. insurance risks;

. possible volatility in the market price of the

Cormpany's shares; and

. negative publicity may adversely affect the
Company's share price.



2. PURPGOSE AND EFFECT OF THE
RIGHTS ISSUE
2.1 Furpose of the Rights lssue

The net funds raised from the issue of New Shares
and New Options through the Offer after payment of
all associated costs, are expected to provide the
Company  with approximately $2.11 million in
additional capital.

This will enable Lodestone to fund its first phase of
dritling on the optioned Karinya Zinc-Silver Prospect
in South Australia and the optioned Bocoolima
Gold-Copper  Prospect  in Central  Queensland,
enhance targets near Mount Morgan, at Cracow
South and at Limestone Creck and to pursue
additional opportunities as the Board sees fif.

Proceeds will also be nsed to meet costs associated
with the offer of New Shares and New Options and
cover corporate overheads and provide working
capital for the next two vears.

The following table shows the proposed application
of fands over two financial vears from | July 2006
based on the assumption that none of the New
Options are exercised before their expiry date:

The following table shows the proposed exploration
expendifure by project over two financial years from
1 July 2006.

S0 Yeur 1 Year 2 Totad
Karinya Project 504 250 750
Buocoalima 204} 256 454
Enhancerment of 2UH} 1064 304
matare projects

Total 90} a4y 1,304
Note: These are approximate and anticipated expenditures

bt may wvary sipnificanily according to  exploration

ORECOmes.

2.2 Effect of the Rights fssue

The principat effects of the Rights Issue will be to:

. increase the Company's cash reserves by
approximately $2.35 million before taking into
account the costs of the Rights Issue;

. provide the Company with additionat capital
for the purposes referred to in Section 2.1; and

. increase the tofal number of issved Shares

S0 Yearl Year2 Total A
{refer Section 2.3).
Exploration YLK} 600 1,564
Program Pro-forma  consolidated  historical  financial
Corporate 265 295 304 information is provided in the following paragraphs
Overheads summarising the effect of the Riphts Issue.
(.I ost of New 240 v 240 2.3 Effect of the Rights Issue on
Shure Offer p
capital structure

Subtotal 1.435 895 2,330
Soening ¢ 30 o7 o The effect of the Rights Issue on the Company's
Opening Cash 2 ’ o issued share capital will be as follows:
Proceeds of 2.352 0 2,352
Share Issue Ordinary Shares Number % Equity
Closing Cash Lo47 152 152 Existing Shares 46,419,715 43%

Issue under Share 61.892.953 ST

Offer
Note: If aff of the New Options are exercised before their , oo "
expiry date the Company would raise additional capital of Totals 108,312,668 100%
$1,547.324 in cash from the issue of Shares on exercise of
those New Options and Closing Cash for Year 2 would be
$ 1699600 (hefore costs or other expenditure). .

Other securities:

New Options 3946476

Direetors® Options SO (H3)

Consaltant's Options S0 (H3E

Vendors' Options PRVEIREDH

Tuotal Options 34247476

These numbers may vary slightly due to rounding up to the

nearest whole number.

b




2.4 Effect of the Rights Issue on
Company's financial position

Set ouf below is the historical Consolidated Balance
Sheet of the Company as at 31 December 2003 and a
proforma  Consclidated Balance Sheet of the
Company after the Rights Issue.

The financial information prepared below is prepared
in accordance with Awstralian  equivalents  to
International Financial Reporting Standards (AIFRS).

SHa00 31 Bec 08 Rights 31 Bee 05
{Reviewed) {ssue {Pra forma)
Froceeds

Current
Assels

Cagh 277 2082 2389

Hecervabley 46 - 46

TFotal 323 2112 2,438
Current
Assels

Non
Current
Assels

Property, At - 50
plang &
agLhpenent

Exploration §74 - §74
axpenditure

Oiher 3t - 0

Fotal Non 914 - o914
Current
s$el8

Foial Assels 1,297 2,112 3,409

Current
Eiabilities

Pavalles 14 - 149

Fotal i% - 9
Current
Eiabilities

Fotal i% - 13
Linhilities

Net Assets 1,278 2,112 3,390

Equity

Contributed 3824 2.0E2 006
Bty

Accamulated
losses

(2,646} - (2,636}

Feial Equity 1,278 2,112 3,390

2.5 Market price of Shares

The highest and lowest market prices of the
Company's Shares on ASX during the 3 months
immediately preceding the date of lodgment of this
Prospectus with ASIC and the respective dates of
those sales were:

Highest: 7 cents on 4 May 2006
Lowest: 2.8 cents on 17 March 2006

The volume weighted average sale price on ASX of
the Company's Shares during the 3 months
immediately preceding the date of lodgement of this

Prospectus with ASIC was 4.5 cents.

The latest available market sale price of the
Company's Shares on ASX prior to the date of
lodgement of this Prospectus with ASIC was 4.2
cents on 13 June 2006.



3. COMPANY INFORMATION

3.1 Infroduction to Lodestone and its
business

Lodestone is a junior explorer with a tenement arca
of more than 300 square kilometres within historic
goldfields in Centrat and Northern Queensiand.

The Company was established in 1996 and listed on
the ASX in March 2003,

Initially, Lodestone deploved modern airborne
electromagnetic  survey  equipment, specifically
GEQTEMDEEP, HOISTEM and TEMPEST systems
and high resolution aeromagnetics. Lodestone has
also deploved advanced ground gravity fools in the
Maount Morgan region, near Rockhampton.

The Company has drilled twelve targets since June
2003 and has moved progressively closer to Mount
Muorgan as additional target arcas were recognised
and land became available.

Assessment of additional opportunities within Central
Queensland poldficlds, led to the broadening of
Lodestone's activities to include parts of the historic
goldfields near Cracow and Mount Chalmers.

In June 2005, Lodestone was pranted g tenement at
Limestone Creek in North Queenstand after a lengthy
application process.

3.2 Portfolic - Muitiple Projects and
Targets

Lodestone has mainly focused on the Mount Morgan
district, in search of blind and buried Mount Morgan
"ook-alikes".

More recently # has optioned projects west of
Gladstone, Queensland (Bocoolima) and north of
Adelaide, South Australia (Karinya).

These, together with Lodestones’ wholly-owned
projects south of Cracow and Chillagoe, both in
Quecnsland, provide a substantial inventory of
potential drill targets - all in historic gold and mineral
fields.

This portfolic is listed below and more information
can be obtained from the Company's website at
www. lodestonex.com.

. Meuni{ Morgan/Bajoel Distriet Projects —
Three  Mount  Morgan-style-gold-copper
targets sitoated within EPMS 14078 and
14435,

Two intrusion-centred pold targets siuated
within EPMS 13743 and 14137,
. Cracow Seuth Project -
Five epithermal gold targets situated
within EPM 14495,

Four porphyry-style copper targets situated
within EPM 14495,

. Limesfone Creek Project -
Two sediment-hosted gold-copper tarpets
situated within EPM 11980,

. Bocoelima Project (option. farm-in) - refer
to Section 3.3.
Two skarn and introsive related gold-copper
targets.

. Karinya Project (option. farm-in) - refer to
Section 3.3.
Two sediment-hosted zinc-silver targets.

3.3 Overview of Recent Projects

The net funds raised in this Rights lssue will enable
Lodestone to fund its first phase of drilling on the
optioned Karinya Zinc-Silver Project in South
Australia, the optioned Bocoolima Gold-Copper
Project in Central Queensland, and enhance several
other  wholly-owned  pold-copper  targets  in
Queensland.

An overview of recent projects is sef ouf below.
Karinya Farm-In Project

Lodestone has signed a farm-in agreement with
Sedex to allow Lodestone to explore and carn a
majority interest in the Karinya Zine-Silver Project
(EL3420) in the resurgent base and precious metals
region of Kanmantoo in South Australia. Karinya is
situated 80 km north-east of Adelaide in an area with
well-developed infrastrocture. There is a raithead
nearby and the major lead-zinc smelter refinery at
Port Pirie is 200 ki away by rail.

The Kanmantoo Trough, Aunstralia’s cldest mining
provinee, is now a base and precious metals hot spot
where new and revived mines are currently being
planned and exploration activity increased.

Terramin®™s Angas zinc-lead-silver pold deposit is
schedaled for production next year, and the reopening
of Hillgrove’s historic Kanmantco copper-gold open
cut mine is in pre-feasibility study.

Sedex has identified attractive zinc targets in the
same prospective belt. Sedex’s Karinya Project
contains abundant pyritic black shales, stratigraphic
gossans with anomalous geochemistry, complex
structures, and other features indicative of a classical
shale hosted lead-zinc environment similar to that of
the major zinc-lead deposits of Mount Isz, Sallivan
(Canada) and Red Dog (Alaska}.

Exploration by the South Aunstralian Govermment has
established the presence of zine, lead and silver at
Karinva as part of the widespread lead-zinc



mineralisation within the Lower Kammantoo Group in
which the Karinyva Shale is located.

Previcus exploration in the Karinva Shale to the
south of the Karinya Project resulted in zinc-lead
gossans assaving up to 17% zinc; follow vp drill
holes yielded intersections of ftwo mefres at 8.1%
zing, 1.37% lead and 33 ppm silver and 12 metres at
1.53% zinc and 0.45% lead.

Lodestone has issued fwo million one vear five cent
options, and has agreed to issue an additional five
million shares and spend $300,000 on the Karinyva
Project within two years to eamn 51% equity in the
Karinva Project. Lodestone may then issue an
additional 2.5 million shares (or pay $250.000 at
Sedex’s choice} to earn an additional 19% equity in
the Karinva Project.

For further information, please see the Independent
Expert's Report in Section 4 of this Prospectus and
the summary of the agreement in Section 7.9.

Bocoolima Farm-in Project

Lodestone has signed a joint venture farm-in
agreement with Copper Strike Limited to allow
Lodestone 1o explore and earn an interest in Copper
Strike’s  wholly-owned Bocoolima Gold  Project
(EPM 14963) located 50 km south-west of Gladstone,
Queensland.

Under the terms of the agreement, Lodestone must
drill a minimum of 500 metres during the initial
exploration program that Lodestone expects to begin
in Aggust. A number of holes will be drilled to test
continuity of grade along strike and down-dip of
surface samples that obtained narrow high grade gold
minerslisation at the Springlands and Diglum
prospects.

If it decides to contine beyvond the initial program,
Lodestone can earn 40% of the Bocoolima Project by
spending $300,000 on exploration over three years. It
then has an option to earn 51% of the Project by
issuing four million Lodestone shares to Copper
Strike, or the equivalent in cash, at Lodestone’s
choice.

In the Diglum-Sprinplands prospect area, rock chip
sampling has confirmed anomalous gold values in
outcropping  gamnet-wollastonite skarns. Of the 37
samples taken, 12 had values greater than 1 g/t Ag,
with one value of 106 g/t Au and another at 11 g/t
An. The sampled skam has widths of one to four
metres, from both isolated outcrops and continuous
exposure, over strike lengths of up fo several hundred
metres. High values were confirmed by Lodestone
sampling. For further information. please see the
independent expert's report in Section 4 of this
Prospectus.

Drilling by earlier explorers at the CGriffith Hi#
prospect intersected some significant gold results,
including & metres of 3.85 g/t Au, within a granite-
hosted hydrothermal breccia zone.

Copper Strike sees this joint venture as a means of
maintaining an interest in a highly prospective gold
project while focusing on copper exploration,
particularly at Einasleigh and Walford Creek in
northern Queensland. For Lodestone, this presents an
opportunity within a region of long-standing interest.

For further information, please see the Independent
Expert’s Report in Section 4 of this Prospectus and
the summary of the agreement in Section 7.9,

3.4 Summary of business objectives

Until recently, Lodestone’™s main activity has been to
search for large blind or buried orebodies under thick
cover rocks. This has been a difficult task; but one
that may vet bear fruit in the Mount Morgan and
Cracow districts,

Consequently, a decision was made in January 2006
to also pursue fresh projects that also offer the
potential to deliver rich prizes but are easier and
cheaper to explore because of mineralisation stvles,
and absence of thick cover rocks. The first two such
projects are Bocoolima and Karinva.

Deep or complex targets, particalarly those masked
by thick or dense cover, will now be offered for farm-
out. Henceforth, Lodestone will focus on shallow
targets at Karinva, Bocoolima, and on the best of the
shallow Mount Morgan, Bajool, Cracow South, and
Limestone Creek targets.

Lodestone is also seeking opportonities to acquire
more advanced projects, with known or likely
resoarces so a5 not to be wholly dependent on
exploration results.

The Company’s Board has the experience and talents
needed to achieve Lodestone’s aims, as evidenced
below.

3.5 Information on Birectors

John Shaw ([Chairman) B.Sc (Geological
Engineering) FAusIMM, FAICD, MCIM, SME.

John Shaw has been independent non-executive
Chairman for three vears. He has more than 40 vears
experience in gold, copper, silver and tungsten in
exploration, development and operations.

John is wnon-executive Chairman of Tri-Origin
Minerals Limited {(director since 2603) and a non-
executive director of IAMGOLD Corporation since
March 2006, He was the former non-executive
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Chairman of Gallery Gold Limited {director since
2003), non-executive director of Kingsgate
Consclidated Limited from 2000 {0 2003, and a non-
executive director of Aurion Gold Limited from 2001
to 2003. John worked with the Placer Dome
organisation for more than 30 years, retiring in 1999
as Managing Director of Kidston Goild Mines
Limited and Vice President Australian Operations of
Placer Dome Asia Pacific. Age 66.

John McCawley (Executive  Director}
B.Com (Hons)

John McCawley has been a non-executive divector of
the Company for nine vears and execuative director
for two years.

From 1989 to 1997 he was manager of the Venture
Fand at QIDC, a Queensland Government owned
investment and finance institution, now part of
Suncorp Metway Limited. Age 63.

Martin Ackland (Non-executive director)
B.App.Sc.  (PrimMet), M.AusiMM, FAICD,
MAIME.

Martin Ackland has been a non-execufive director for
three years.

He is a director of fwo other public companies,
Mineral Deposits Limited {(executive director since
2003} and Sedimentary Holdings Limited {non-
execufive director since 19930

Martin was non-executive Chairman of Ausenco
Limited from 1995 to 2003, and 2 non-executive
director of McConnel! Dowell Corporation Limited
from 1999 o 20403,

He was a director and CEQ of Southern Cross
Resources Inc from 1997 to 2003 and an executive
director of Ticor Limited from its foundation until
1995,

He is Chairman of Lodestone’s audit committee.
Ape 6.

Greg Baynton (Non-executive Director}
M.Econ S, MBA, B.Bus (Accounting), ASIA,
FAICD.

Greg Bavnton has been a non-executive director for
four vears.

He is a non-executive director of two other public
companies, PIPE Networks Limited (director since
2004} and Tissue Therapies Limited {divector since
2003}. He is also a director of Genera Biosystems Pty
Limited, Farmacule Biolndustries Pty Limited and
execufive director of Orbit Capital Pty Limited.

Greg is a member of Lodestone’s andit committee.
Ape 38.
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4, INDEPENDENT EXPERT'S REPORT

N. F. STUART and ASSOCIATES

P.O. BOX 158 BELLBOWRIE, QLD. 4070. PH. 67 32025442, FX. 07 38781433

16 June 20406

The Directors

Lodestone Exploration Limited
G.P.O. Box 762,

Qld. 4601

Dear Sirs.
Re: Independent Geologist's Report

Neil Stuart, Principal of N. F. Stuart & Associates has been requested by Lodestone Exploration Limited to prepare
an Independent Report on the Bocoolima and Karinva projects for the purpose of inclusion in a Prospectus (dated 16
June 2006 seeking to raise 52,352,000,

The Report provides a sommary and appraisal of the projects based on data made available through Lodestone
Exploration Limited. Much of these data is publicly available. The status of the tenements has not been verified by
N. F. Stuart & Assoclates.

The Report has been prepared by Neil F. Staart M.Sc., F.Aus .MM, MMICA MAIG, Consultant Geologist with
some 33 years experience in the mineral industry.

References consulted are listed af the end of the Report. There is no reason to doubt the authenticity or substance of
the information consulted.

Neil Stuart and N. F. Stuart & Associates consent to the inclusion of this Report and references to it, in the form and
context in which i is included. Apart from that, neither the whole nor any part of the Report, nor any references
thereto, may be included in, or with, or attached to any document, circular, resclution, letter or statement without the
prior written consent of Neil Stuart and/or N. F. Stuart & Associates.

Yours faithfally

Neil Staart (Principal)




BOCOOLIMA PROJECT — EPM 14963

INTRODUCTEON

Exploration Permit Minerals (EPM} 14963 consists of 85 sub-blocks ¢some 276 square kilometers) and is located
some 50 kilometres south-west of Gladstone in central-eastern Queensland.

Access into the area is by gravel roads and farm tracks. Some of'the area is quite hilly and vehicle access is limited.

R L

GENERAL GEOLOGY AND MINERALISATION

The general geclogy and location of known old mine workings and prospects is piven in Figure 2. The basement of
the area is the belt of north-westerly trending Late Devonian to Early Permian sediments and volcanics. The units
identified on the 1:100,000 geological sheet “Biloela™ (Qld. Dept. Nafural Resources and Mines 2001} within the
EPM area are as follows:

“ Mount Alma Formation — intebedded sandstone and siltstone, andesitic to dacitic volocaniclastics,
conglomerates with “rip-up™ clasts.

- Three Moon Conglomerate — andesitic to basaltic polymictic conglomerate, sandstones, siltstones,
andesites.

“ Rockhampton Group — muodstones, siltstones, felsic voleanic sandstones, coid bearing conglomerate,
polymictic conglomerate and oolitic limestone.

- Youlambie Conglomerate — granular {o boulder, polvmictic conglomerate, volcaniclastic sandstone,
taffaceous to carbonaceous siltstone, dacite to rhvolytic ignimbrite.

These units are intruded by Permo-Triassic granitoids and associated stocks. The Mount Seaview lgnecus Complex
is the most dominant intrusive complex and includes hornblende-biotite granite, diorites, quartz gabbro and
brecciated pranite. The Seaview Complex is multi-phase and hosts numerous occcurrences of (mostly) gold
minershization. Most of the known mineralization ocears in thin quartz vein siuations — particularly in zones of
brecciated/fractured host rocks.
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EXPLORATEION AND MINING HISTORY

Early mining activity was carried out in the Mount Seaview area (called the Barmundoo or Tableland Goldfield)
from about 1388 to the early 19007s and again briefly in the 1930°s. Gold was won mainly from thin (2 to 20 cm
wide) quartz veins, which commonly carried high grades {2 — 4 ounces Au per tonne). Some alluvial workings of
about this time are also evident in the Griffith Hill area. The total recorded production up to 1907 has been given as
13,318 punces.

Muodern exploration in the area commenced with the work of Noranda Australia Ltd in 1967, who carried out stream
sediment sampling {Pb, Zn,Cu), some geological mapping and rock chip sampling. BHP Ltd. reviewed available
data in 1974, as did Samantha Exploration N.L. in 1980.

Goldfields Exploration Ltd. carried out extensive rock chip sampling and bedrock auger sampling over the Griffith
Hitl breccia area. This area was aiso mapped in detail. Two drill holes were completed, one hole {8V 1) targeted
areas below old workings {on quartz veins) at the western end of the breccia zone, while the other hole (SV2) was
drifled beneath altered breccia. Best results were 1.5m @@ 1.07 g/t Ag, 1.5m @ 1.02 g/t Au from Hole 8V, and
L3m @ 1.17 g/t Au from Hole V2.

In 1984-85 Astrik Resources N.L. carried out stream sediment sampling, rock chip sampling and detailed mapping
in the Griffith Hill area. Transit Mining Ltd. farmed info the tenement during the period up to 1985, and carried out
aerial phote interpretation studies, stream sediment surveys and geclogical reconnaissance.



Newcrest Mining L#d. with Pacimex Pty. Ltd. and later on thelr own {1990-1992} carried out extensive
investigations on their tenements over the area. This included geochemical surveys, airborne geophysical
fmagnetic) surveys, peological mapping and ground 1P surveys. Several anomaly aress were followed up with
drilling programs. A few holes were drilled, but no encouraging results were encountered, however at least one hole
faited to reach the target.

At Griffith Hill prospect Newcrest drilled 3 percussion holes and one diamond (cored) hole. Percussion Hole GH3
intersected some significant gold resalts:-

. 9m {47-56m} @i 3.85 g/t Au{includes Im &5 28.9 g/t Au).

. Im (74-75m) @ 3.26 g/t Au.

. 3m (87-90m)} @ 14.6 g/t Au(includes 1.0m 4 43 p/t Au).

. 2m {133-133m} 40 2.2 p/t An.

The diamoend Hole {GDHO1Y, which was drilled some 200m below and north-west of percussion Hole GH3
intersected only one zone above 1.0 g/t Au (1.0m 4 1.2 g4 Au), but is thought not to have thoroughly tested the
auriferons zones intersected in Hole GH3.

RECENT INVESTIGATIONS

The EPM holders over the last vear have carried out extensive literature research and data compilation. In addition a
program of field reconnaissance with rock chip sampling and analyses (37 samples} was completed over the skarn,

cale-silicate and limestone outcrops in the Diglum-Springlands prospect areas (see Fig. 3). Some significant assay
results were returned from this work — in particular the following samples:

- Sample BCO6 garnet skarn 6.26 g/t Au
- Sample BC21 garnet skarn 7.96 g/t Au
- Sample BC37 garnet — wollastonite skarn 06 gt 1.17% Cu

Twelve of the 37 samples returned assays over | g/t Au.
EXPLORATHON TARGETS AND PROSPECTS

The presence of the suite of Late Devonian to Early Permian sediments, volcaniclastics, limestones ete. intruded by
the multiphase Mount Seaview Complex presents a set of geological conditions considered favourable for gold and
other mineralization.

Intrusive related mineralization — porphyry style disseminated, breccia andfor quartz vein hosted and skarn
situations are recognized possibilities. Earlier work has indicated that mineralization is widespread within the
prospective areas. |Initial targets for follow-up detailed work and drilling will be the Aw-Cu bearing skarn
possibilities in the Ajax-Diglum and Springlands areas and the identified Hydrothermal breccia zone at Griffiths
Hill. More generalized investipations will also be carried ont in order to define extra, specific target areas.



KARINYA ZINC — EL 3420

INTRODUCTEON

Exploration Licence (EL} 3420 is located some 17 kilometres south-east of the town of Endunda in the northern
Mount Lofty Ranges in South Australia (Figure 3), and covers an area of approximately 267 square kilometers.
The topography is gently undulating.

Access and infrastrocture is good with sealed roads, scattered villages, rail heads, and numerous gravel roads and
nearby power and water supplies.
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FIGURE 3
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GENERAL GEOLOGY AND MINERALISATION

The main geologicat feature is the Karinya Syneline made up of Middle Cambrian sediments {and more particalarly
the Kanmantoo Group), of which the oldest are the Inman Hills and Strangeway Formations. These units consist of
meta-greywackes, arkoses and turbidites. The general geolopy and location of known mineralization is shown on
Figure 4.

The Karinva Shale unit is a relatively thin member bordering the core of the syncline. The unit is the lateral
equivalent of the Nairne Pyrite Member which is a prominent marker horizon further south where it forms the base
of the Brukunga Formation. The Brukunga Formation is host to the well known Kanmantoo copper deposit and the
Kanmantoo Group in general is host fo numerous lead-zinc occurrences and a few larper mines {e.g. Aclair Mine,
Talisker Mine — see Both R. 1990). More recently there has been the discovery of the Angus lead-zinc deposit near
Strathalbyn (Terramin Resources Ltd.). In the Karinya Syncline the exposed core consists of metasiltstones and
greywackes of the Brokunga Formation.



Stratigraphically below the Karinya Shale there is a well recognized horizon which hosts numerous lead-zine
gossans assaying up to 17% Zn. These are described by Dyson {1998). Dvson describes several drill holes in these
areas yielding intersections of, for example. 2m 4 8.1% Zn, 2.37% Pb and 33 g/t Ag and 12m 4 1.53% Zn, 0.453%
Pb from Hole RC96TRO27 (CRA Exploration Pry. Ltd.}. Also noted in this work was drill core showing epigenetic
Zn/Pb mineralization in pyritite siltstones and a massive basic voleanic agglomerate lving below a thin Co-Zn-Aun
gossan in the Karinya Shale.
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Structurally the Karinva area lies on a complex intersection zone of two major, continental style lineaments defined
by regional gravity and fopographic data {O'Driscoll 1981). Such situations are commonly favourable for the
development of significant base metal deposits.

Other recorded exploration activity within the EL area includes work by Dodds {1971} where anomalous Sirotem

and IP survey results were noted, and Morris {19914, b, ¢}, who reports on the drilling of a Pb-Zn geochemical
anomaly within pyritic and graphitic units of the Karinya Shale.
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AEROMAGNETIC DATA INTERPRETATION, PROSPECTIVITY AND TARGETS

The seromagnetic image (TMI) for the EL area is given in Figure 5. The image shows the higher magnetic intensity
of the Proterozoic (Adeladian) basement and the Palmer Fault {east of the Karinya Syneline). The Palmer Fault can
be seen to truncate the pyritic Karinya Shale in the region of the Frankton Zn-Pb-Ag prospect {Figure 4). In this
general area also two north-westerly trending magnetic structures can be observed. The southern one appears to
coincide with the north-westerly trending limb of the Karinva Shale in this area, while the northem north-westerly
structure is less easily explained, but probably is a paraliel faulted structure. This is the general area where Morris
(1991 &, b, c} reported on the drilling of a2 Pb-Zn geochemical anomaly and intersected quite elevated Pb and Zn
valzes (12335 ppm and 1425 ppm) in pyritic and graphitic units of the Karinya Shale.

LEGEND

himeral oocurrance
Histotic mine

Deifihake

2 Geolagical baundaries
0 (refer Figure 4)

R

Gource fmage: Total Magnetic ledensity insge
derived from aiborne iecated data supplied by
the Dapt. of Primary ndusiries & Resources, S.A.

FIGURE 5

LODESTONE EXPLORATION LIMITED
KARINYA ZINGC PROJECT

AIRBORNE MAGNETICS - TMI |
EL3420 '

H

H

H

H

The association of the pyritic, graphitic (black) shales, stratabound possans and carbonate-associated mineralization,
along with a basic volcanic agglomerate is indicative of a shale hosted lead-zine environment similar to the classic
Pb-Zn at Mount lsa {Queensland} and eisewhere (see Hopwood 1971). A number of “walk-up™ drilling targets
present themselves while further detailed geological {and structural} mapping, extensive rock chip sampling and
selected ground geophysicat surveys in the area are likely to produce additionat drilling fargets.
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TECHNICAL TERMS D IN REFORT

Terms not inchided here are used in accordance with their
definitions in the Conctse Oxford Dietionary
aeromagnetic: systems or date, carried or collected in
atrcrafl, that measure variations in the earth’s mapnetic
field

agglomerate:r A brecels  or  conplomerate  formed
predominantly of voleanic rock clasts.

airborne geophysical sarveys: programs in which
magnetic, electromagnetic, mdiometrie, or gravity data is
collected by systemns carried by aircrafi

allavial werkings: sites where gold deposited in crecks or
gutlics way extructed

andesite/andesitic: 2 volecanic rock composed essentially
of andesine and one or more mafie constituents

anomaly: a value higher or lower than the normm or a
feature different in character from the data in general

arkese: a sandstone containing 25% or more of feldspars
wsuatly derived from the disintepration of acid {gneous
rocks of granitoid texture

Aa: Gold

anger: o tool similar to a post-hole digper

auriferouns: pold-bearing

hasement: crustal {aver beneath a sedimentary layer

base metal: a metal such as copper, lead, zine, nickel
hasic: an igneons rock having a low silica content
bedrock: solid rock underbyving cover

biotite: a common rock-forming mineral

bhoulder: a large rounded fragment of rock transported by
natural means

breceig: fragmental rock whose components are angular,
arnd ot waterworn

cafe silicate: 2 fine-grained metamorphic rock with a
predominance of cale-silicate minerals

carbonacesus: composed largely of carbon
carbonate: z sabt of carbonic acid

clast: an individual constituent of sedimemtary rock
produced by physical disintegration of g larper mass

complex: an assemblage of rocks that has been folded
together, intricately mixed. or otherwise complicated

conglemerate: rounded waterworn fragments of rocks or
pebbles, cemented together by another mineral substance

continental-style lineaments: linear struclures traccuble

on the Parth's surface over large distances {10075 of

kilometers) and which reflect fondamental structural
aspects of the Barth.

Ca: Copper
dacite: the extrusive equivalent of quarty diorie

diamend drilling: rotary  deilling  using  dismond
impregnsted bits to produce a core sample

diorite: izneous rock infermediate in composition between
geid and basic

disseminated: fincly distributed throughout the matrix of a
rock

drilf core: rock cut and recovered by diamond drifling
Early Permian: Geological period — about 280MyBP
EL: Exploration Licence

elevated: hipher than normal / average values

epigenetic: descriptive of mineralization formed after the
tformation of the host rock

EPM: Exploration Permit (Minerals)

faakt: a line of frectwring due o movement in a rock
Secrence

faunlted: fractured and displaced

febsicr & term derived from feldspar; 2 group of abundant
rock-forming minerals

fractared: rock sequence or unit broken dee to earth
movements or rock cooling

gabbro: a plutonic rock consisting of plagioclase and other
churacteristic minerals

geophysical survey: exploration of an area in which
peophysical properties and relationships unigue to the area
are mapped by one or more geophysical methods

gossam: g ferraginous deposit filling the wpper pats of
mineral veins or forming a superficial cover on masses of
sudphides

granuiar: a textural term applied 1o rocks in which most of
the mineral grains are equidimensional

granite: coarse grained intrusive rock containing guartz
and more atkali feldspar than plagioclase

granitoid: a penersl term for coarse prained rocks
containing gquartz and feldspar

graphitic: containing native carbon, a very soft black to
steck grey mineral

gravity: the acceleration experienced by a object under the
influence of the Barth’s mass

greywacke: a  distinetive sandstone muarked by large
detrital guartz and feldspars set in 2 dominant ‘clay” matrix

fis prams per tonne

horizon: the surfaee sepurating two beds and hence having
o thickness

horablende: u dark minersf common in igneous rocks

host: the “country rock” containing the mineralized zones,
veins ete.

hydrothermal: of or peraining to heated fluids which
transport wminerals in solution

igneosus: formed by the solidification of molien material

ignimbrite: a silicic voleanic rock — mostly composed of
prmice and ash (welded)

intrasive: having, while fluid, penetrated into or between
other rocks, but soliditving before reaching the serface

20



Kanmantoo Group: A geologically defined mapping unit
Late Devenian: Geological period — about 330MyBP

limb: one of the two parts of an anticline or syncline on
cither side of the axiy

limestone: a bedded sedimentary deposit consisting chiefly
of calcium carbonate

lineament: & lincar feature (topographic. magnetic, gravity)
of regional extent that is believed to reflect the carth's
crustal structure

magnetic intensity: magnetic feld strenpth

marker horizen: a stratigraphic bed selected for use in
preparing structure maps, and other maps that emphasise
the nature or attitede of a plane or surfuce

massive: of homogeneous structure, withowt stratification,
How-handing, foliation, and the like

member: a division of a formation, generally of distinet
lithological character or of onby local extent

mebn: prefix used 1o denote metamorphis of rock gualified
Middle Cambrian: Geological period — about 360MyBIP
mudstone: 2 fine grained sedimentary rock

Nairne pyrite member: A geological mapping unit
void-bearing: as with oolific

volitic:  containing  oolites;  spherical  to  ellipsoidal
calearcous, sHiceous, hematitic or other composition

vuterep: the part of 4 rock formation that is in-situ and
exposed at surfhes

percassion drilling: form of drilling vsing hammering
aetion

Permian: Geological time pertod, approximately 238 to
295 My3P

Perme-Triassic: Ceological period atmear the Permian
and Triassic Pertod boundaries — around 250MyBP

polymictic: descriptive of a clastic rock containing clasts
or grains of numerons types of minerals [ rocks

porphyry: igneous rock with farge erystals in @ matrix of
velatively finer-grained crystals

perphyry-style: deposits characterized by hoge size
{particelarty with respect to horizontal dimension), uniform
dissemingtion, and low average metals content

ppb{m): parts per biltion (million). | ppm ecquates to 1 g/t

prospect: & geologic or geophysical snomaly, especially
one recommended for additional exploratory work

Proterozoic: A geological time  perind  sbout 545
to2360MyBP

Pyrite: A common mineral composed of tron sulphide
gquusrtz: a most common mineral composed of silicon oxide

rhyvolite: the finely crystalline volcanic rock equivalent of
granite

‘rip-ap’ clases: An intraformational clast {(commondy
mudstone  from  steatigraphically  lower wnit) in &
sedimentary sequence

rock chip sampling: collecting rock samples by chipping
outerop and scree for chemical analysis or assay

sandstone: a cemented or compacted detrital sediment
composed predominantly of quartz prains of sund size

sedimentary rocks: A rock formed by the consolidation of
sediments (fusually laid down in an agueous environment}

shaler laminated sediment in which the particles are muinly
clay

siltstone: fine prained (sili sized) sedimentary rock

SIROTEM: a peophysical systern developed by the
CSIRO. The systern induced an clectromagnetic field that
could energise buried conductive material o reveal is
presence

sharn: the term 15 generally reserved for rocks composed
nearly entirely of Hme-bearing silicates and derived from
pearhy pure Hmestones and dolomites into which larger
amounts of silica, iron, alumina and magnesium have been
introduced. See cale-silicate

stock: a body of intrusive igneous rock that covers less
than about 140 sg kms, and has steep contacts with adjucent
rocks

stratabound: penerally a mineral ocowrence restricted
within u defined strata or laver

stream  sediment sampling: collecting  representative
samples of fine-grained material from creeks and pullies, to
angbyse and detect truces of base, precious, and other
metals that mey indicate the presence of mineralized rocks
upstreain.

strike  direction: the direction of a horizvontal lne
constructed on an inclined plane

sutphide: & mineral containing sulphur and metal

synchine: 8 fold in rocks in which the strata dip Inward
trom both sides towards the axis

THM: total magnetic intensity; total strength of the
magnetic field

tuff: 5 rock containing voleanic frugments

tuffaceons: rock contuining s significant pereentage of
compacted voleanic fragments, generally smaller than 4mm
in dismeter

turbidites: turbidity corrent deposits

vein: an occwrence of barren or mineralised material,
having a more or less regular development in lenpth, width
and depth within a rock of different composition

voleanie: characteristic of rocks formed by or from
voleanic processes — eruptions, flows ete
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5. ACTION REQUIRED BY
SHAREHOLDERS
5.1 What Eligible Shareholders may do

The number of New Shares and New Ogptions to
which Eligible Shareholders are entitled {vour
Entitlement} is shown on the accompanying
Entitlement and Acceptance Form.

If you do not fake up vour Entitlement, then your
percentage holding in the Company will be diluted.

Eligible Sharehclders may:

. take vp all of vour Entitlement and, if vou
wish, apply for Additional New Shares and
New Options (refer Section 5.2);

. sell all of vour Entitlement on ASX (refer
Section 5.3

. take up part of your Entitlement and sell the
balance on ASX (refer Section 5.4);

. take up part of your Entitlement and allow the
balance to tapse {refer Section 3.5;

. deal with part or all of vour Entitlement other
than on ASX (refer Section 5.6); or

. allow alt or part of your Entitlement to lapse
{refer Section 3.7).

Non-qualifying Foreipn Sharehelders may not take
any of the steps set out in Sections 3.2 fo 5.7.

5.2 Taking up all of your Enitlement

If you wish to take up all of vour Entitlement,
complete  the accompanying Entitlement and
Acceptance Form for New Shares and New Options
in accordance with the instructions set out in that
form.

If vou have applied to take up all of vour Entitlement,
you may also apply for Additional New Shares and
the appropriate number of New Options by
completing the relevant section of the Entitlement
and Acceptance Form.

You should then forward your completed Entitternent
and Acceptance Form fogether with vour Application
Money in accordance with Section 5.8 fo reach the
Company's Share Registry no later than 5.00 pm on
14 Ialy 2006,

5.3 Selling all your Entitlement on ASX

If yvoun wish to sell all of your Entitlement on ASX,
complete the appropriate section on the back of the
accompanying Entitlement and Acceptance Form
marked "Instructions to Your Stockbroker” and lodge

the Entitlement and Acceptance Form with your
stockbroker as soon as possible, or otherwise provide
instroctions to your stockbroker regarding the number
of Rights voun wish fo sell on ASX. You can sell your
Rights on ASX from 21 June 2006 until 7 July 2006.

The Company accepts no responsibility for any
faiture by vour stockbroker to carry ont your
instructions.

5.4 Taking up part of your Entitlement
and selling the balance on ASX

If you wish to fake up only part of your Entitlement,
complete  the accompanying Entitlement and
Acceptance Form for the number of New Shares and
New Options you wish to take up and follow the
steps required in accordance with Section 5.2,

Subsequently, provide instructions to  your
stockbroker regarding the number of Rights you wish
to sell on ASX.

5.5 Taking up part of your Entitlement
and allowing the balance to lapse

If von wish 1o take up part of vour Entitlement and
allow the balance to lapse, complete the
accompanying Entitlement and Acceptance Form for
the number of New Shares and New Options you
wish to take up and follow the steps required in
gccordance with Section 3.2, If vou take no further
action, the balance of your Entitlement will {apse and
vou will have forfeited any potential benefit to be
gained from selling/trading vour Rights.

5.6 Dealing with part or all of your
Entittement other than on ASX

You may transfer all or part of your Rights to ancther
person other than on ASX provided that the purchaser
is not a Non-qualifying Foreign Sharcholder or would
not be a Non-qualifying Foreign Sharehoider if the
purchaser was the registered holder of the Shares.

If vou wish to transfer all of vour Entitlement to
another person other than on ASX, forward a
completed standard renunciation form (obtainable
from the Company's Share Registrv) and the
applicable transferee’s cheque or bank draft for any
Application Money for the New Shares and New
Options they wish to subscribe for to the Company's
Share Registry by 5:00pm on 14 July 2006,

If you wish fo transfer part of yvour Entitlement to
another person other than on ASX only, bt also want
to take up some or all of the balance of vour
Entitlement, yvou will need to take the steps described
above in relation fo the Rights you wish to fransfer
and complete the accompanying Entitlement and
Acceptance Form in respect of the Rights you wish to
take up. You will need to lodge the form in
accordance with the procedure in Section 5.2,
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If the Share Registry receives both a completed
renunciation form and a completed Entitlement and
Acceptance Form in respect of the same Rights, the
renunciation will be given effect in priority to the
acceptance.

5.7 Allow aill or part of vyour
Entitlement to lapse

Your Rights may have value.

Rights are renounceable, which enable Eligible
Sharcholders who do not wish to accept some or all
of their Entitlement to sell or trade all or part of their
Rights on ASX.

58 Payment

The Application Price for New Shares and New
Options is payable in full on application by a
pavment of 3.8 cents per New Share. No additional
amount is payable for the New Options. The
Entitlement and Acceptance Form must  be
accompanied by a chegue or bank draft for the
Application Monies.

Cheques or bank drafts must be drawn in Australian
currency on an Australian bank and made pavable to
"Lodestone Exploration Limited - Share Offer
Account” and crossed "Not Negotiable”. Applicants
must not forward cash. Receipts for payvment will not
be issued.

You should ensore that sufficient funds are held in
relevant account(s) to cover the chequels). if the
amount of your cheque(s) for Application Money is
not sufficient to pay for the number of New Shares
you have applied for, you may be taken f0 have
applied for such lower number of New Shares as your
cleared Application Money will pay for or your
Application may be rejected.

CHEQUES SHOULD BE MADE PAYABLE TO
"LODESTONE EXPLORATION LIMITED -
SHARE OFFER ACCOUNT" AND CROSSED
"NOT NEGOTIABLE".

5.8 Dealing in Additional New Shares
and New Options

Applicants may only sell or otherwise deal in
Additional New Shares and New Options subsequent
to receipt of sharcholding statements confirming the
number of Additional New Shares and New Options
allotted to a particular Sharcholder and the
commencement of trading of New Shares and New
Options on ASX.

5.10 Enquiries

If you have any guestions about vour Entitlement
please contact the Company's Share Registry:

Link Market Services Limited
Level 12, 680 George Street
Sydney NSW 2000

Telephone: {(02) 8280 7454

Alternatively, contact vour stockbroker or other
professional adviser.

5.1 Brokerage
No  brokerage or stamp duty is payable Dby

Shareholders who accept their Entitlement to New
Shares and New Options.



6. RISKS

The New Shares and New Options offered under this
Prospectus are considered speculative becanse of the
inherent risks associated with minerals exploration,
appraisal, development, production, transport and
marketing. In addition, there are risks inherent in
investing in the share market in general.

The Directors have considered and identified in this
section of the Prospectus the critical areas of risk
associated with investing in the New Shares and New
Options. The risks identified by the Directors ar¢ not
exhaustive and potentiat investors should read this
Prospectus in full and segk professional advice if they
require  further information on material risks in
deciding whether to subscribe for New Shares and
New Options.

6.1 Specific Risks
Exploration Risks

The business of minerals exploration, project
development and production involves risks by its
very nature. 1t depends on the successful exploration,
appraisal and development of commercially viable
deposits.  OQutcomes of the exploration programs
outlined in this Prospectus will affect the future
performance ofthe Company and its Shares.

Production Risks

Operations such as design and construction of
efficient mining and processing facilities, competent
operation and managerial performance, and efficient
transport and marketing services, are required fo be
successful. In particular production operations can be
hampered by force majeure  circumstances,
enginecring difficulties, cost overruns, inconsistent
recovery rates and other unforeseen events. In the
event the Company proceeds to development of
economic deposits production may be affected by
these matters.

Access fo Land

Significant delays may be experienced in gaining
access to privately owned freehold or leasehold land.
Delays may be caussed by weather, deference to
landholders’ activities such as calving and mustering,
and other factors.

Cultural Heritage

Delays may be experienced if evidence of Aboriginal
culfural heritage exists on any land to which the
Company requires access.

When exercising a right or permission for access to
any land, it is an offence under the Aboriginal
Cultural Herltage Acr 2003 (QId}, to disturb physical
evidence of human occcupation of prehistoric or

historic significance without statutory permission.
This restriction applies to any activity including
minerals exploration and production.

The Company has not undertaken the comprehensive
research, investigations or enquiries which would be
necessary fo enable it to form an opinion with
certainty as to whether any such evidence exists on
any land covered by Lodestone’s wholly-owned or
optioned tenements,

Title

Four of the EPMs in which Lodestone has an interest
(EPM 11841, EPM 13743, EPM 13794 and EPM
14435} are subject to rencwal applications, the
original terms having expired.

The Mineral Resources At 1989 (Qld) provides that
where an application for renewal of an exploration
permit is duly made, but the application has not been
disposed of before the date that the exploration
permit would otherwise have expired, the exploration
permit shall continue and shall be taken notf to have
expired until the application is disposed of by the
Minister.

The renewal of the term of these tenements is at the
discretion of the Queensland Minister for Natural
Resources, Mines and Water under the Mineral
Resources Aet 1989 (Qld). I these tenements are not
renewed, the Company will lose the opportunity to
explore for minerals on these tenements. However,
the Directors are not aware of any reason why
renewal of the term of any of these tenements would
not be granted.

On renewal of an EPM and in subsequent vears, the
Minister may require a reduction in the area fo which
the EPM  applies. Moreover, Lodestone is
progressively reducing the number and extent of its
exploration tenements.

Karinya Joint Venture and Minister's consent

The Karinya Joint Venture Agreement between
Sedex and the Company is conditional spon the
consent of the South Australian Minister for Primary
Industries and Resources. If this consent is not
granted, the Company will be unable to continne with
the joint venture. It is not possible to predict whether
this consent will be granted, however the Directors
are not aware of any reason why such consent will
not be granted.

Upon the satisfaction of the conditions set out in the
Karinya Joint Venture Agreement, the Company is
able to acquire 51% of the Karinyva Project. The
Minister is also required to consent to this
acquisition. 1t is not possible to predict whether this
consent will be granted, however the Directors are
not aware of any reason why such consent will not be
granted.
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Native Title

The effect of the Native Title Act 1993 (Cth) is that
new mining tenement applications and  existing
tenements in Australia may be affected by Native
Title claims or procedures. This may preclude or
delay granting of exploration and mining tenements
and considerable expense may be incwred in
negotiating and resolving issues.

As a coasequence of the decision of the High Court
in the Mabo case and subsequent Federal and
Queensland Native Title legistation, the possibility
that Native Title may affect Lodestone’s wholly-
owned and optioned tenements must be taken into
account. The relevance of Native Title has been
increased by the decision of the High Court in the
Wik case, which has indicated fhat cerfain land
tenures such as pastoral teases previously thought to
have been capable of extinguishing Native Title, may
not necessarily have done so.

Native Title claims presently affect tand covered by
Lodestone’s wholly-owned and optioned tenements.

Further claims could be made in the future over any
of the lands covered by Lodestone’™s wholly-owned
and optioned tenements.

The Company has not undertaken the legal, historical
and anthropological research, or the investigations,
that would be necessary to enable it to form an
opinien as to whether any claim for native title could
be upheld over any particular parcel of land covered
by the tenement.

On the basis of maps published by the Queensland
Department of Natural Resources, Mines and Water
indicating the nafure of the land titles for the lands
that are covered by Lodestone™s wholly-owned and
optioned tenements, the Directors believe that there
are sufficient areas of land subject to frechold title or
other exclusive fenure, which would have
extinguished native title, to allow the Company to
continue exploration and appraisal operations in
Cueensland withont undue delay or restriction from
native title interests.

Searches conducted thropgh the Department of
Primary Industries and Resources (SA) indicate there
are no current native fitle claims over land the subject
of EL3420 (the Karinva Project}.

From the information available fo date, the Directors
are of the opinion that the arcas of immediate interest
to Lodestone™s exploration program are immediately
available for exploration and appraisal.

Environmental Impact Constraints
The Company’s exploration and appraisal programs

will, in general, be subject to approval by government
agthorities. Development of any mineral resources

will be dependent on the project meeting
environmental guidelines and gaining approvals by
povernment anthorities.

Exploration and Appraisal Expenditure

Exploration and appraisal is a process sabject to
nnforeseen contingencies. Exploration programs must
be flexible enough to respond to the results obtained.

The actual scope, costs and timetables of exploration
programs may differ substantially from the proposals
set out in this Prospectns. Financial failure, or
default by any future alliance or joint venture parfner
of the Company, may require the Company to face
nnplamned expenditure or risk forfeiting relevant
tenements.

Limited Operating History

While the Company's Directors and officers have
sipnificant experience in the mining and mining
exploration  industry, the Company was only
incorporated in 1996. Accordingly, the Company has
limited historical, financial and technical information.
The Company's ability fo achieve Hs prowth
objectives depends on the ability of its Directors,
officers and technical panel to discover, carn into, or
buy viable mineral resources.

Funding

Ualess and until the Company develops or acquires
income producing assets, it will be dependent upon
the funds raised by this Offer, and its ability to obtain
future equity or debt funding to support exploration
evalustion and development of the properties in
which it has an interest. The Company’s ability to
raise further eqguity or debt or to divest part of its
interest in a project, and the terms of such
transactions, will vary according to a number of
factors, including the success of exploration results
and the future development of the Projects, stock
market conditions and prices for metals in world
markets.

Key Personnel

The ability of the Company to achieve its objectives
depends on the retention of key external contractors
who constitute its  technical panel and provide
technical expertise.  If the Company cannot secure
external technical expertise (for example to carry out
drifling) or if the services of the present fechnical
panel cease to become available to the Company, this
may affect the Company's ability to achieve its
objectives either fully or within the timeframes and
the budget the Company has decided npon.

Whilst the ability of the Company to achieve its
obiectives may be affected by the matfers mentioned
above, the Directors believe that appropriately skilled
and experienced professionals would be available to
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provide services to the Company at market levels of
remuneration in the event key external contractors
cease to be available.

Volatility in the price of minerals

Commodity prices are influenced by the physical and
investment demand for those commodities.
Flugtuations in commodity prices may influence
timing, viability and management of projects in
which the Company has an interest.

Volatility in the market price of Shares

Although the Company is listed on the ASX, there is
no assurance that an active trading market for its
Shares will be sustained. There is also no assurance
that the market price for the Shares will not decline
below the issue price. The market price of the
Company's Shares could be subject to significant
fluctuations due to various external factors and
events, including the liguidity of the Shares in the
market, any difference between the Company’s actoal
financial or operating results and broader market-
wide fluctuations.

Furthermore, any stock market volatility and
weakness could result in the market price of the
Shares decreasing so that they trade at prices
significantly below the issue price, without regard to
the Company's operating performance.

Negative publicity may adversely affect the
Share Price

Any negative publicity or announcement relating to
any of our substantial sharcholders or key personnel
may adversely affect the stock performance of the
Company, whether or not this is justifiable.
Examples of this negative publicity or announcement
may include involvement in legal or insolvency
proceedings, failed aftempts in takeovers., joint
ventures or other business transactions.

Insurance Risks

The Company maintains insurance coverage that is
substantially consistent with exploration industry
practice. However, there is no guarantee that such
insurance or any future necessary coverage will be
available to the Company at cconomically viable
premiums (if at all) or that, in the event of a claim,
the level of insurance carried by the Company now or
in the future will be adequate, or that a liability or
other claim would not materially and adversely affect
the Company's business.

6.2 {General Risks
General Economic Climate

Factors such as inflation, corrency fluctoations,
interest rates, legislative changes, political decisions

and induastrial disraption have an impact on operating
costs and on metals prices.

The Company's future income, asset values and share
prive can be affected by these factors and, in
particular, by the market price for any metals that the
Company may produce and sell.

Stock Market Conditions

The market price of the New Shares and the New
Options when guoted on the ASX will be influenced
by infernational domestic factors affecting conditions
in equity and financial markets. These factors may
affect the prices for listed securities and the prices for
the securities of mminerals exploration companies
quoted on the ASX, including Lodestone.

The stock market has in the past and may in the
future be affected by a number of matters including:

. commaodity prices;

. market confidence;

. supply and demand for money; and
. currency exchange rates.
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7. ADDITIONAL INFORMATION
7.1 Nature of the Prospectus

This Prospectus is & short form prospectus issued
under section 713 of the Corporations Act which
allows the issue of a short form prospectus in relation
to offers of securities where those securities are of a
class which have been guoted for twelve months
before the date of that prospectus.

7.2 ASX listing

The Company participates in CHESS and will
despatch holding statements in liew of share and
option certificates that set out the number of New
Shares and New Options issued to each successful
Applicant under this Prospectus.

It is the responsibility of Applicants to determine
their allocation before frading in the New Shares or
New Options. Applicants who sell New Shares or
New Options before they receive their statement do
so at thelr own risk.

7.3 Rights attaching to New Shares

The rights attaching to ownership of Shares
(including New Shares} are:

. described in the Constitution; and

. regulated by the Corporations Aei, the Listing
Rules and the general law.

The following is a summary of the kev provisions in
the Constitution and the principal rights of
shareholders as set out in the Constitution. This
summary is not exhagstive, nor does it constitute a
definitive statement of the rights and Habilities of
shareholders.

Meetings and notices

Each sharcholder is entitled to receive notice of and
to attend general meetings of the Company and to
receive all notices, financial reports and other
documents required to be sent to shareholders under
the Constitution, the Corporations Act or the Listing
Rules.

Voting

At meetings of shareholders, every shareholder
presenf in perscn or by proxy, aftorney or
representative has one vote on a vote taken by a show
of hands, and, on a poll has one vote for every fally
paid Share held by him or her, and a proporticnate
vote for every partly paid Skare. A poll may be
demanded by the chairperson of the meeting, by any
five sharcholders present in person or by proxy,
aftorney Or representative or by any one or more
shareholders whe are together entitled to not tess than

3% of the votes that may be cast on the resolution on
a poll.

Dividends

Divigends are pavable out of the Company's profits
and are declared or determined to be payable by the
Directors.

Fransfer

A shareholder may transfer all or any of its Shares
by:

. in the case of an ASTC-regulated transfer, in
any manner reguired or permitted by the
Listing Rules or ASTC Settlement Rules; and

. in other cases. using any written transfer
instrument in any common form or form
approved or adopted by ASX or the Directors.

The Directors may decline to register any fransfer
where permitted to do so by the ASX Listing Rales
and must decline to register a transfer of:

. Shares where required by the ASX Listing
Ruies; or
. Restricted Securities which may be in breach

of the Listing Rules or any escrow
arrangement entered into by the Company.

Liquidation Rights

The Company has one class of shares on issue,
ordinary shares. Each ordinary Share ranks equally in
the event of lignidation.

Variation of Rights

Subject to the ASX Listing Rules, the rights attached
to the Shares may be varied with the consent in
writing of shareholders holding three-quarters of the
Shares or by a special resolution passed at a separate
meeting of the holders of the Shares in accordance
with the Corporations Act.

The Directors may, subject to the restrictions on
allotment of shares imposed by the Constitution, the
Corporations Act and the ASX Listing Rules, from
time to time issue and allot farther shares on such
terms and conditions as they see fit.

Alteration of constitution

The Constitution can only be amended by a special
resolution (that is, a resolution that has been passed
by at least three-gquarters of the votes cast by
shareholders entitled to vote on the resolution). While
the Company is listed, at least 28 days written notice
ofthe special resclution must be given.
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Indemnification of Directors

To the extent permitted by law, the Company
indemnifies every person who is or has been an
officer of the Company and indemnifies every person
who is or has been an officer of the Company against
reasonable legal costs incurred in defending an action
for a liability incurred or allegedly incurred by the
person as an officer of the Company.

7.4 Rights and liabilities attaching to
New Options

New Options will have the following terms:
. Each New Option entitles the holder to

subscribe for one Share upon exercise of the
New Option and payment of the exercise

price.

. The exercise price of each New Option is 3
cents.

. The exercise period of the New Options will

commence on the date of allotment and will
expire at 5.00pm (Brisbane time) on the
second anniversary of allotment (21 July 2008
based on the corrent timetable)

. A MNew Option will be exercisable by giving
notice of exercise to the Company, and paying
the exercise price.

. The New Options will not confer an
entitement to receive dividends declared and
paid by the Company, nor an entitlement to
vite at general meetings of the Company.

. Subject to the Company’s constitution, each
New Option issued pursuant to the exercise of
an Option will rank equally in all respects with
the issued Shares.

. A New Option holder cannot participate in
new issues without exercising the New
Options.

. The Company will apply to ASX for official
quotation of the New Opticns.

. The New Options will be freely transferable.

. The Company will apply for official guctation
by ASX of the Shares issued spon exercise of
New Options within the time pericd required
by the Listing Rules.

. New Options not exercised or lapsed prior to
the expiry of the exercise period will lapse at
the end of the exercise pericd.

. All New Options may be exercised if a
takeover bid {as defined in the Corporations
Act) is made for Shares.

. In the event of a recrganisation of the capital
of the Company, the rights of the New Option

holder will be changed to the extent necessary
to comply with the Listing Rules applving to a
reorganisation of capital at the time of the
reorganisation.

. 1f the capital of the Company is reconstructed,
the number of New Options and/or the
exercise price of the New Options will be
correspondingly  reconstructed in a manner
which will not result in any additional benefits
being conferred on New Option holders which
are not conferred on Sharcholders.

7.5 Other securities on issue
Directors’ Options

On 30 September 2002 the Company issued 800,000
Directors’ Options to the following Directors:

() John Shaw — 400,000 Directors’ Options;

¢ii} Greg Baynton - 200,000 Directors'
Options; and

¢1il} Martin Ackland — 200,000 Directors'
Options.

The terms of the Directors”™ Options are the same as
for the New Options except for the following
differences:

. The exercise price of each Directors’ Option is
30 cents.

. The exercise period of the Directors’ Options
commenced on 30 September 2003 and will
end on 30 September 2007.

. The Directors’ Options are unlisted.

. The Directors’ Options may not be assigned or
transferred except to a Company controlled by
the Director or to a frust in which the Director
is a principal beneficiary or (in the case of
death} to  the  deceased’s  personal
representative.

. All unexercised Directors’ Options will lapse
if the Director ceases to hold the office of a
director of the Company.

. Directors' Options not exercised will lapse at
the end of 30 September 2007.
Consuitants’ Options

On 27 January 2006, the Company issued 501,000
unlisted Options to a consultant following approval
by shareholders. The Options expire on 27 January
20171 and are exercisable as follows:

. 167,000 options are exercisable at 20 cents
each from 27 Janvary 2007 and before expiry;

28



. 167,000 options are exercisable at 25 cents
each from 27 January 2008 and befure expiry;
and

. 167,000 options are exercisable at 30 cents
each from 27 Janvary 2009 and before expiry.

Vendors’ Options

On 18 May 2006, the Company issued 2,000,000
unlisted options in accordance with s Heads of
Apreement with Sedex for the Karinya Farm-ln. The
options are exercisable immediately at 5 cents each
and expire on 18 May 2007.

7.6 Dividends

The Company seeks to provide the prospect of future
dividends from profitable production of metals and
metals concentrates. However, the Directors are
unable to predict the tfiming of dividend payments, if
any. as this will depend on future exploration success,
profitability and the financial position of the
Company.

7.7 Continuous reporting and
disclosure obligations

The Company is a "disclosing entity” (as defined in
the Corporations Act) and as such is subject to
repular reporting and disclosure obligations under the
Corporations Act and the ASX Listing Rules.

These obligations require the Company to notify
ASX of information about specific events and matters
as they arise for the purpose of ASX making the
information available to the stock market conducted
by ASX. In particalar, the Company has an
obligation under the ASX Listing Rules (subject to
certain limited exceptions), to notify ASX once it is,
or becomes aware of information concerning the
Company which a reasonable person would expect to
have g material effect on the price or value of the
Company's Shares.

The Company is also required fo prepare and lodge
with ASIC vearly and half-yearly financial statements
accompanied by a Directors’ statement and report,
and an audit or review report, appropriate.

Copies of documents lodged with ASIC in relation to
the Company may be obtained from, or inspected at,
an office of ASIC.

Since lodging the Company's Annual Report for the
vear ended 30 June 2003, the Company has made the
following anncuncements to ASX:

Date reseription of ASX Ansouwncement
EEIO6 2006 Rapuest for voluniary suspension
/02006 Announcement of tradmg hall
TRIOS2006 Amended Appendix 3B - correcting,

Date Breseription of ASX Ansouwncement
exercise price of options

TRMNE2006 Appendix 3B - Undisted options 1ssued n
aceordance with Heads of agreement in
regpect of Karimya Karieva Zine-Silver
Prospect with Sedes Mmerals Pty Limited.

3052006 Anncuicemant of acqusition of option over
A mapority miterest in the Karinya Karinva
Zime-Sibver Prospect 8A

PATIE T Third Quaster Activities Report

PATIE T Third Quaster Cashfiow Report

30472006 Annowicement of Copper Strikes Livnited -
Jont Venture on Copper Strike's Bocoobima
Cround Oueensland

3042006 Announcament of Joint Vettare on Copper
Srike's Bocoolima Ground

200372006 Appendix 38 - Undisted options issued in
accordanee with anmual general meeting

TEHOR2006 Anncwicement that Enlisted Oprions 304,
000 options} Essued 1o Dolelas Hames
Erscovery Py Lad

THORZ006 Half vear Report - 31 Decernber 2003

P00 Appendix 5B - Second Guarter Cashlow
Raport

PR T Secord Cuarter Achivities Repost

3/12/2005 PinHing Update - Tungamul Prospect

2711042005 Appendix 3B - Share Placement to
sopdnsticated investors

P08 Resologions of Armual General Meetme

2T2005 ACGIM Presentaiion - 28 Gotober 20405

27002005 Chairman's Address to Shareholders

IOV20045 tdarket Eipdate Presentation - 26 October
2tH18

20/ 1002005 Appendix 5B - First Quaster CashBow
Raport

MU0 Frrst Quarter Activities Report

MU0 Pnfling Update - Turgamul Prospect

FO/ (/2005 Change of Director's interest Notice - fohn
T Shaw
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Closed
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The information in these documents may be of
interest to investors and their financial advisers.

The Company will provide a copy {fiee of charge), to
any person who requests it in the period starting from
the date of this Prospectus and ending on the Closing
Date, of the Annual Report, the Half Year Report and
any of the announcements made to ASX referred to
ahove.

Alternatively, these documents may be viewed at the
Company's website www lodestonex.com.

7.8 Taxation

The Directors consider that it is not appropriate to
give advice reparding the faxation conseguences
associated with the acquisition, sale or exercising of
Rights. or the subsequent disposal of any Shares
subscribed for under this Prospectus. The Directors
recommend that all Eligible Shareholders consalt
their own professional tax advisors.

7.8 Material Contracts
Underwriting Agreement

An Underwriting Agreement has been entered into
between the Company and the Underwriter dated
16 June 2006 pursuant to which the Underwriter has
agreed to fully underwrite the Rights 1ssue.

Relief from Underwriting Obligations

The Underwriter may ferminate its underwriting
obligations vader the Underwriting Agreement if:

(Indices fafl): the All Ordinaries Index or the
ASX 300 Resources Index, at any time after the date
of the Underwriting Apreement, is below 10% or
more of its respective level at the close of trading on
14 June 2006.

(Proespectus):

. the Company does not lodge the Prospectus on
16 June 2006 or the Offer is withdrawn by the
Company;

. the Company does not provide copies of the

Prospectus and such fallure is not remedied
within 2 days;

. the Prospectus contains a misleading or
deceptive statement;

. there is a material omission from  the
Prospectus;
. a statement in the Prospectus becomes

misleading or deceptive; or

. the Prospectus does not comply  with
sections 7180, 7i1, 713 and 716 of the
Corporations Act.

(Ne official guotation): ASX makes an official
statement fo any person, or indicates to the Company
or the Underwriter that it will not approve the
quotation of the New Shares or if ASX approval has
not been given prior to 18 July 2006.

(Supplementary Prospectus): a supplementary
prospectus is required onder section 719(1) of the
Corporations Act to be lodged with ASIC and the
Company fails to comply or where the Company
lodges a sapplementary prospectus without the prior
written agreement of the Underwriter.

(Restriction on allotmenty: the Company is
prevented from allotting the Shares within the time
required by the Underwriting Agreement, the
Corporations Act, the Listing Rules, any sfatute or
any competent body including ASIC, ASX or court
of competent jurisdiction.

{Withdrawal of consent fo Prospectus): any person
fother than the Underwriter) who has previously
consented to be named in the Prospectus, withdraws
that consent.

(ASIC Application): an application is made by
ASIC snder the Corporations Act in refation to the
Prospectus and that application has not  been
dismissed or withdrawn by 18 July 2006,

(ASIC Hearing): ASIC gives notice of its intention
to hold a hearing under the Corporations Act in
relation to the Prospectus to determing if # should
make an interim or final stop order.

(Takeovers Panel): the Takeovers Panel makes a
declaration that circumstances in relation to the
affairs of the Company are unacceptable under Pt
6.10 of the Corporations Act or an application for
such a declaration is made to the Takeovers Panel.

(BHostilities): there is an outbreak of hostilities
(whether or not war has been declared), a material
escalation of hostilities involving one or more of the
following countries:

. Australia;

. Mew Zealand;
. Indonesia;

. Japan;

. Russia;

. the United Kingdom;

. the United Stafes of America;
. India;
. Pakistan;



. the Peoples Republic of China;
. Israel;
. or any member of the European Union,

or a terrorist act is perpetrated or any diplomatic,
military, commercial or political establishment of any
ofthose countries anywhere in the world.

{Authorisation): Any anthorisation which is material
to anything referred in the Prospectus is repealed,
revoked, terminated or expires or is modified or
amended in 8 manper unacceptable o the
Underwriter.

(Indictable Offence): a director or senior manager of
the Company or its subsidiaries is charged with an
indictable offence.

{Termination Events): any of the following events
set out below occurs. However, the Underwriter can
only exercise its rights to terminate if it determines
reasonably and in good faith that the event has or
would have had a material adverse effect on the
Rights Issue or could create a liability for it under the
Corporations Act:

. {Default): default or breach by the Company
under the Underwriting Apreement;

. {Incorrect or uairue representation): any
representation, warranty or undertaking given
by the Company i the Underwriting
Agreement is or becomes unfrue or incorrect;

. {Contravention of constitntion or Act): a
confravention by the Company or its
subsidiaries of any provision of its
constitation, the Corporations Act, the Listing
Rules or any other applicable legislation or
any policy or requirement of ASIC or ASX;

. {Adverse change): an event ocours which
gives rise to a material adverse effect or any
adverse change or any development including
a prospective adverse change in the assefs,
Habilities, financial position, trading resuits,
profits, forecasts, osses, prospects, business
or operations of the Company and its
subsidiaries including, if any forecast in the
Prospectus becomes incapable of being met or
in the bnderwriter's reasonable opinion,
unlikely te be met in the projected time;

. {Error in Due Dilicence Results): it
transpires that any of the due diligence or
verification materials were false, misleading
or deceptive or that there was an omission
from them;

. {Significant change): a "new circumstance”
as referred to in section 7I19(1) of the

Corporations  Act arises that is materially
adverse from the point of view of an investor;

{Public statements): without the prior
approval of the Underwriter a public statement
is made by the Company in relation to the
Offer, the Rights lssue or the Prospectus;

{(Misleading information): any information
supplied at any time by the Company or any
person on its behalf to the Underwriter in
respect of any aspect of the Offer or the Rights
Issue or the affairs of the Company or any of
its subsidiaries is or becomes misleading or
deceptive or likely to mislead or deceive;

{Change in Act or pelicy): there is
infroduced, or there is a public announcement
of a proposal to introduce. into the Parliament
of Australia or any of its States or Territories
any Act or prospective Act or budget or the
Reserve Bank of  Awustralia  or  any
Commonwealth or State authority adopts or
announges a proposal to adopt any new, or any
major change in, existing, monetary, taxation,
exchange or fiscal poticy;

{Suspension of debt payments): the
Company susperds payment of its debts
generally;

{insolvency Event): an insclvency event
occars {such as the Company being unable to
pay its debts when they fall due or the
appointment of a receiver, administrator or
provisional liquidator} with respect to the
Company or its snbsidiaries;

{(Judgment against Company or
subsidiary): & judgment in an amount
exceeding $25,000 is obtained against the
Company or any of its subsidiaries and is not
set aside or satisfied within 7 days;

{Litigation): litigation, arbitration,
administrative or industrial proceedings are
commenced or threatened against  the
Company or any of its subsidiaries other than
any claims foreshadowed in the Prospectus;

{Board and senior manzgement
composition):  there is a change in the
composition of the Board or a change in the
senior management of the Company without
the prior written consent of the Underwriter;

{Change in shareholdings): there is a
material change in the major or controlling
shareholdings of the Company or any of its
subsidiaries or a takeover offer or scheme of
arrangement pursuant to Chapter 5 or 6 of the
Corporations Act is publicly announced in



relation to the Company or any of its
subsidiaries;

. {Fimetable): there is a delay in any specified
date in the offer timetable which is greater
than 3 business days;

. {Force Majeure): & Force Majesre gvent
affecting the Company's business or any
obligation under the Agreement lasfing in
excess of 7 days oeoars;

. {Certain resolutions passed): the Company
or any of its subsidiaries passes or takes any
steps to pass a resolution under section 234N,
section 237A or section 260B of the
Corporations Act or a resolution to amend its
constitation without the prior written consent
of the Underwriter;

. {Capital Structure): the Company or any of
is subsidiaries alters s capital structure in any
manner not contemplated by the Prospectus;

. (Investigation): any person is appointed
under any legislation in respect of companies
to investigate the affairs of the Company or
any of its snbsidiaries;

. {Market Ceonditions): a suspension or
material limitation in frading generally on
ASX occurs or any material adverse change or
disraption occurs in the existing financial
markets, political or economic conditions of
Augstralia, Japan, the United Kingdom, the
United States of America or other
international financial markets;

. {Sub-underwriters): any of the Company
Sub-Underwriters that are infroduced by the
Company do not comply with its obligations
under the sub-underwriting agreements or
threaten to not comply with its respective
obligations under the  sub-underwriting
agreements; or

. {Suspension): the Company is removed from
the Official List of the ASX or the Shares
become suspended from official quotation and
that suspension is not lifted within 24 hours
following such suspension.

Indemnity

The Company has indemnified the Underwriter and
its officers, employees, agents and advisers
("Indemnified™) against certain Habilities that any of
the Indemnified may incur as a result, whether
indirectly or directly, of claims relating to the Rights
Issue, the Prospectas, any promotions in relation to
the Rights Issue or a breach by the Company of the
Underwriting Agreement.

Foes
The Company must pay the Underwriter:

. an underwriting fee of 4% of the total funds to
be raised by the Rights Issne; and

. a management fee of 1% of the total funds to
be raised by the Rights Issne; and

. a lead manager fee of $60,000,

on the date on which allotment of the last of the New
Shares occurs pursuant to this Prospectus.

Bocoolima JV Agreement

An  Agreement was entered into between the
Company and Copper Strike Limited dated 24 March
2006,

The Agreement provides for the Company to earn a
40% interest in a Queensland exploration permit
owned by CSE, with the option of acquiring an
additional 119 interest.

The Company may, but is not obliged to, eamn an
interest of 40% in exploration permit for minerals
number 14963 ("EPMI4963") by contributing
$300,000 to exploration of EPM14963 during the
Farm-Iln Period (" Joint Ventfure Interest").

Upon completion of the Initial Exploration Program,
which must be completed no later than 24 September
2006, the Company is entitled to withdraw from the
Agreement, If the Company withdraws in this
manner, it will not be entitled to or retain the Joint
Venture Interest as described above.

Daring the Farm-ln Period, the Company must
maintain EPM14963 in pood standing, except for
rental payments which will be met by CSE.

Within 90 days of CSE acknowledging the earning of
the Joint Venture Interest by the Company ("Option
Period"), the Company may exercise the option to
aequire an additional 119 interest in EPMI140963, by
either:

. issuing 4 million ordinary fully paid shares in
the Company to CSE; or

. the equivalent in cash {calculated on the ASX
closing price for the Compamy's shares over
the 10 frading days immediately prior to the
Company exercising the option),

at the Company's election.

FoHowing the earning of the Joint Venture Interest, a
Jjoint ventare with the Company as iniial manager
will be formed. 1fthe Company does not exercise the

option, at the expiry of the Option Period CSE will

32



become manager. The Company and CSE must
contribute to further expenditure in proportion to
their respective interests.

On the making of a decision to mine, the parties must
negotisfc & mining joint venture agreement on the
basis of principles specified in the Agreement.

Either party may, within 20 Business Days of a
decision to mine, elect o sell its interest in fhe area
the subiect of the decision to mine to the other party
in accordance with the Apreement.

If either party's interest is diluted to less than 10%
then the other party may reguire it to convert its
interest to a royalty of 1.5% of net smelter returns.

Uader the Agreement, each party has provided the
other party with a first right of refusal relating to its
party's respective interest.

CSE provides a range of warranties usual for
agreements of this type including warranties as to
beneficial ownership of EPMI14963 and current
Native Title claims that may affect EPM14963.

Karinya Farm-in Agreement

An Agreement has been entered into between the
Company and Sedex. The Agreement provides for
the Company to have the right to carm a 51% interest
in South Aupstralian exploration licence 3420
("EL3420™) owned by Sedex, with the option of
gequiring an additional 19% interest.

The Agreement is conditional upon:

. the Company raising af least $500,000 in
capital by way of a rights {ssue or other capital
raising;

. Sedex completing arrangements to enable the

holder of the exploration licence 3420
{"EL3420"} to have access to the tenement
lands and vadertake the activities permitted by
FL3420; and

. the parties obtaining the necessary approvals
and consents from the Minister for Primary
Industries and Resources in South Auwstralia
{"Minister™),

by ne later than 21 Angust 2006,

To eam an interest of 512 in EL3420, the Company
musi:

. expend $500,000 in carrving out exploration
of EL3420 within approximately 12 months;
and

. issue 5 million ordinary fully paid shares in

the Company to Sedex or persons nominated

by Sedex no later than 21 Aupgust 2006
{"Joint Venture Inferest™).

The transfer of the 51% interest in EL3420 from
Sedex to the Company is also conditional upon the
parties obtaining the consent of the Minister.

Under the terms of the Agreement, Sedex is obliged
to expend at least $100,000 towards the costs
associated with geological mapping of the EL3420
area.

Upon completion of certain initial exploration work,
the Company is entitled to withdraw from the
Apreement.  If the Company withdraws in this
manner, it wiil not be entitled o or retain the EL3420
interest as described above.

Whilst the Company is earming the Joint Venture
Interest, Sedex must maintain EL3420 in good
standing.

Within 6 months of earning the Joint Venture
Interest, the Company may cxercise the option to
gequire an additional 19% interest in EL3420, by
either:

. issuing 2.5 million ordinary fully paid shares
in the Company to Sedex or persons
nominated by Sedex; or

. paying Sedex $250.000 in cash,
at Sedex's election.

Fotlowing the earning of the Joint Venture interest, a
joint venture with the Company as manager will be
formed. The Company and Sedex must contribute to
further expenditure in proportion to their respective
interests.

On the making of a decision to mine, the parties must
negotiafc & mining joint venture agreement on the
basis of principles specified in the Agreement.

Either party may, within 20 Business Days of a
decision to mine, elect to sell its inferest in the area
the subject of the decision to mine to the other party
in accordance with the Agreement.

Sedex is under no obligation to dilute its interest to
less than 30%, although it may elect to do so. |If
either party's interest is diluted to less than 10% then
the other party may require if fo convert its interest to
a royalty of 1.3% of net smelfer returns.

Uader the Agreement, ¢ach party has provided the
other party with a first right of refusal relating to its
party's respective interest.

Sedex provides a range of warranties wvsual for
agreements of this type including warranties as to
beneficial ownership of EL3420.

e
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7.10 Interests of Directors

Other than as set ouf below or elsewhere in this
Prospectus, no Director has, or had within two vears
before lodgment of this Prospectas with ASIC any
interest in:

. the formation or promotion of the Company;

. property acquired or proposed to be acquired
by the Company in connection with its
formation or promation, or the Rights Issue; or

. the Rights Issue,

and no amounts have been paid or agreed to be paid
and no benefits have been given or agreed to be given
to any Director:

. to induce him or her to become, or to gqualify
him or her as. a Director; or

. for services provided by him or her in
connection with the formation or promotion of
the Company, or the Rights 1ssue.

The directors have interests in the Lodestone shares
and options as follows:

Name Number of Number of
Ordinary Shares Director's
Optioas

John Shaw |76, 923 Direct 400, 4 THrect

John McCawley 112,532 Divect {}

Greg Haynton 1,525,769 Indirect 200,000 Direct

Martin Ackland 25,000 Dirvect 200,004 Direct

89,423 Indirect

All of the options listed above have vested and expire
on 30 September 2007. The Directors are entitled to
exercise those vested options prior to the Record Date
in order to participate in the Rights Issue but do not
intend to do so.

Orbit Capital

The Company has paid $7.500 in commissions and
fees for previous capital raisings to Orbit Capital Pty
Lid a company of which Greg Baynton is a director
and principal. Orb# Capital Pty Ltd is owned by
Allegro Capital Nominees Pty Ltd, a company
controlled by Greg Baynton.  Allegro Capital
Nominees Pty Ltd is a shareholder in Lodestone.

Directors’ Remuneration

Under the Company's Constitution, the Directors are
entitled to be paid such remuneration as is authorised
by an ordinary resolation of the Company in general
meeting {excluding remuneration of Managing or

Executive Directors}. The amount that the Company
has currently awthorised Directors to receive is a
maximum of $160,000 plus statutory superannuation
to be divided between them as Directors’ fees.
Carrently the Directors only receive a fotal of
S100,000 plas statutory superannuation as Directors'
fees.

If a Director undertakes any work additional to the
ordinary duties of a Director, or undertakes travel for
the Company’s business at the request of the Board,
the Directors may decide fo pay that Director
additional remuneration which is not included in the
above limits. Directors are also entitied to reasonable
travelling, accommodation and other expenses for
attending meetings while engaged in the Company’s
business.

If the Directors appoint any Managing Director or
Executive Director, they will determine the
remuneration pavable to that person for his or her
services, which will be additional to the amount that
the Company has authorised the Directors fo receive.

Directors’ Indemnities and Insurance

The Company has executed deeds of access and
indemnity in favour of each Director. The indemnity
is subject to the restrictions prescribed in the
Corporations Act. Subject to the terms of the deed, i
also gives Directors a right of access to Board papers.

7.11 Interests of Other Persons

Other than as set out below or elsewhere in this
Prospectus, no person named in this Prospectus as
performing 2 function in a professional, advisory or
other capacity in connection with the preparation or
distribution of this Prospectus, a promoter of the
Company, or a financial services licensee named in
the Prospectus as a financial services lcensee
involved in the Rights Issue, holds or held at any time
within two years before lodgment of this Prospectus
with ASIC any interest in:

. the formation or promotion of the Company;

. property acguired or proposed to be acquired
by the company in connection with its
formation or promation or the Rights lssue; or

. the Rights lssue,

and no amounts have been paid or agreed fo be paid
and no benefits have been given or agreed to be given
to any of those persons for services rendered by him
or her in connection with the formation or promation
ofthe Company or the Rights Issue.

Patersons Securities Limited has acted as Underwriter
to the Company and has performed certain work in
relation to this Rights Issue for which the fees



described in Section 7.9 have been paid or have been
agreed to be paid.

Clayton Utz have acted as lawvers to the Rights Issue
for which an amount of $39.000 exclusive of GST
has been paid or has agreed to be paid.

Neil Stuart, as independent expert, has performed
certain work in relation to the provision of the
Independent Geologist's Report which is set out
Section 4 of this Prospectus for which an amount of
approximately $1,750 has been paid or has agreed to
be paid.

7.12 Consents

The following parties have given written consent,
which has bot been withdrawn at the fime of
lodgement of this Prospectus with the ASIC, in the
following terms:

Paterson Securities Limited has given s consent to
be named in the Prospectus as Underwriter and Lead
Manager in the form and context in which it is
named.

Pitcher Partners has given its consent to be named in
the Prospectus as auditor of Lodestone and to the
inclusion of statements referring to the historical
audited and reviewed accounts of Lodestone in the
form and context in which they are included.

Clayton Utz has given its consent to be named in the
Prospectus as lawyers to the Rights Issue in the form
and context in which it is named.

Link Market Services Limited has given is consent
te¢ be named in the Prospectus as Share Registry in
the form and context in which # is named.

Neil Stuart has given his consent to be named in the
Prospectus as Independent Expert and to the
inclusion of the Independent Expert's Report and
statements in Section 3 based on that report. in the
form and context in which they are included.

Each of the companies and firms named in this
Section:

. has not anthorised or cansed the issue of this
Prospectus;
. has not made any statement in this Prospectus,

or any statement on which a statement in this
Prospectus is based. except where expressly
stated above;

. to the maximuwm extent permitted by law,
expressly disclaims and takes no responsibility
for any part of this Prospectas other than a
reference to its name and except where
expressly stated above; and

. was not involved in the preparation of the
Prospectus or any part of it except where
expressty atfributed to that person.

7.13 Rights Issue expenses

The expenses of the Rights lssue are expected to be
$240,000. These expenses include corporate
advisory, underwriting, legal, listing and other
administrative fees as well as printing, advertising
and other expenses relating to the Prospectus.

All expenses are payable by the Company.
7.14 Privacy

If you apply for New Shares and New Options, vou
will provide personal information to the Company
and Link Market Services Limited. Company laws
and tax laws require some of the information to be
collected and kept. The Company will collect, hold
and use the information provided by you to process
your application and to administer your investment in
the Company.

If you do not provide the information requested in the
Entitlement and Acceptance Form, the Company and
the Share Registry may not be able to process your
application.

The Company may disclose your personal
information for purposes related to your investment
to the Company's agents and service providers. The
types of apents and service providers that may be
provided with your personal information and the
circumstances in which yvour personal information
may be shared are:

. the Share Registry for ongoing administration
of the sharehotder register,

. printers and other companies for the purpose
of preparation and distribution of statements
and for handling mail:

. the Underwriter to confirm applications; and

. legal and  accounting firms, auditors,

confractors, consultants and other advisers for
the purpose of administering, and advising, on
the Shares and for associated actions.

The Company complies with its legal obligations
under the Privacy Act 1988 (Cth).

You may request access 1o your personal information
held by {or on behalf of) the Company. You may be
required to pay a reasonable charge to the Share
Registry in order to access your personal information.
You can request access to your personal information
by writing to or telephoning the Share Registry as
follows:



Link Market Services Limited
Level 12, 680 George Street
Sydney NSW 2000

Telephone: {02) 8280 7454

7.18 Governing law

This Prospectus, the Rights Issue and the contracts
formed on acceptance of the Applications are
governed by the law applicable in Queensland,
Anstralia. Each Applicant sebmits to the exclusive
Jjurisdiction of the cowrts of Queensland, Australia.

7.18 Directors authorisation
Each Director of Lodestone Limited has given, and

has not withdrawn, their consent to the lodgement of
this Prospectus with ASIC.



8. DEFINITIONS

These definitions are provided to assist persons in understanding some of the expressions used in this Prospectus.

Additions] New
Shares

Annual Report
Applicant

Applcaton
Money

ASIC

ASTC
Setttement
Rules

ASX
Aunditor

Australiag
GAAP

Board

Boeoolima
Project

Business Day

Business hours
CHESS

Closing Pate

Company or
Lodestone

Constitution

Copper Strike

Corporations
Act

Birectors

Lligible
Shareholder

Entitlement

Entitlement and
Acceptance
Form

New Shares in addition to an Eligible
Shareholder’s Enttement for which an
Applicant makes an Application.

The 30 June 2005 Annual Report of the
Company as lodged with ASIC and ASX.
A person who subniits an Entitlement and
Acceptance Fornl.

Money  received from  Applicants  in
respeet of their Applications
Australian Securities  and  [nvestments
Comnission

means the operating rules of the settfement
facility operated by ASX Setflement and
Transfer Corporation  Pry  Limited, as
amended from time to time.

Austratian Stock Exchange Limited.
Pitcher Partners

means  generally  accepited  accounting
prineiples i Australin, including but not
limiged  to applicable  Australian
Accounting  Standards,  the  accounts
provisions of the Corporations Act, Urgent
ssaes Crroup Consensus Views, and other
athoritative  pronoancements  of  the
Ausiratian Accounting Standards Board.
The Board of Directors of Lodestone.
Exploration Permit for Minerals (EPM)
nuiber 14963, the exploration lieences
granted purstant o that permit and any
renewal of that perait.

Has the same meaning as in the listing
Rufes.

830 am o 500 pm Monday to Friday.
ASX  Clearing
Subregister Systen.

House Flectronic

14 July 2006 or such carlier or fater time
and or in time as the Directors may
determine.

Eodestone Exploration Lbmited
ABN 200075 B77 075

The constitution of the Company

Copper Strike [imited

ACN EOE 398 983
Corporations Act 2001 (Cth

Prectors of Lodestone

A Sharcholder of the Company, as af the
Record Pate, other than a Non-Cualitving
Foreign Sharcholder.

The number of Rights to which a
Shareholder is entitled parsuant to the
Rights Issue

The Entitfement and Acceptance Forn
accompanying this Prospectus that sets out
the Entitement of Sharcholders
subscribe for New Shares pursuant o the
Rights Issue.

EPM or
Exploration
Permit

Half Year
Report

Karinys Project
or Karinya
Karinya Zine-
Silver Prospest
Listing Rules
Lodestone

New Options

New Shares

Nos-qualifying
Foreign
Shareholder

Otfer

€ption
Prospectus
Record Date

Register

Rights Issue or
Offer

Rights

Securities
Clearing House

Sedex

Share Registry
Shareholders

Shares

Shortfslt Shares

Rights I'rading
Period

Underwriger

Underwriting
Agreement

nreans an exploration perniit for minerals
under the Afineral Resowrces Act 1989
{QHd)

The 31 December 2003 Half Year Report
for the Company as lodged with ASIC and
ASX.

South  Austratian  Exploration  Licence
{EL} number 3420 and any renewal of that
exploration licence.

The fisting rules of ASX.

See definition of Company.

Options that the Company will issue under
this Prospectus at no additional cost o all
successtul applicants for New Shares in
the (Mfer at the ratio of one Option for
every 2 New Shares issued.

Shares to be dssued pursuant w0 this
Prospecius.

A Sharcholder, as af the Record Date,
whose registered address is not situated in
Australia or New Zeatand.

means the offer of New Shares and New
Options under this Prospectus

An option to subscribe for a Share.

This Prospectus.

7.0 pmoon 27 June 2006

The register of Sharcholders of the
Company.

The renounceable pro rata issue pursuant
to this Prospectus by the Company of
4 New Sharefs) for 3 Shares at an ssoe
price of 3.8 cents per New Share with one
free aftaching New Option for every 2
Mew Shares issued.

The right to subsoribe for New Shares
{with New Options) under this Prospectus.
The Clearing House which governs the
administeation of CHESS.

Sedex  Minerals Pty Lid  ACN
P13 595 798,

link Market Services Limited

Holders of Shares

Ordinary shares in the capital of the
Company.

New Shares for which successtul valid
applications have not been received by the
Closing Date.

The Rights trading period, namely 21 June
2606 10 7 Suby 2006,

Patersons Securities Limited.

An apreement dated 16 July 2000 between
the Company and the Underwriter.
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CORPORATE INFORMATION
Directors

John Shaw, Chairman

John McCawleyv, Executive Director
Martin Ackland

Greg Baynton

Coempany Secretary

Leni Stanley

Registered and Head Office
Level |

101 Edward Street

GPO Box 762

BRISBANE QLD 4000

Tel (67} 3229 6606

Web: www.lodestonex.com
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