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Imporrant NOTES

The Prospectus

This Prospectus is dated 5 Fehruary 2887 and was lodged with the ASIC on that date. Neither ASIC nor
ASX take any responsibiity for the contents of the Prospectus. No Shares will be allotted or issued on
the basis of this Prospectus |ater than 13 months after the date of issue of this Prospectus. Shares allot-
ted or issued pursuant to this Prospectus will be allotted or issued on the terms and conditions set out in
this Prospectus.

Befors deciding to invest in the Company, potential investors should read the entire Prospectus. In par-
ticular, iavestors should consider the potential of the Company’s exploration tenements and the proposed
programs and budgets on them. Investors should also eonsider the financial information and the risk fae-
tors that coutd affect the performance of the Company. Investors should carefully consider these factors
in light of personal circumstances {including financial and taxation issuses) and sesk professional advice
from an accountant, stockbroker, awyer or other professional advisor before deciding whether {o invest.

Certain terms and abbreviations used in this Prospectus have defined meanings, which are explained in
Section 9 of this Prospectus.

No person is authorised to give any information or to make any representation in connection with the
Offer deseribed in this Prospectus, which is not contained in this Prospectus. Any information or repre-
sentation not so contained may not be relied on as having been authorised by the Company in connsction
with the Offer. This Prospectus does not constitute an offer or invitation in any place in which, or to any
person to whom, it would not be lawful to make such an offer or invitation. The distribution of this
Prospectus in jurisdictions outside Australia may be restricted by law and persons who come into posses-
siont of this Prospectus should sesk advice on and ohserve any such restrictions. Any failure to comply
with such restrictions may constitute a violation of applicable securities laws.

Electronic Prospectus

A copy of this Prospectus van be downloaded from Pegasus’ website al www.pegasusmetals.com.au. The
Offer by this Prospectus is available to persons receiving an electronic version of this Prospectus within
Ausiralia, however, there is no facility to accept Applications electronically. Applizations must be made
by completing paper copiss of the Application Form. The Corporations Act prohibits any person from pass-
ing to another persan the Application Form uniess it s attached to of accompanies the complete and unal-
tered version of this Prospectus.

Exposure Period

in accordanes with Chapter 6D of the Corporations Act, this Prospectus is subject to an exposure petiod
of seven days from the date of lodgement with the ASIC. This period may be extended ty the ASIC for a
further period of up to seven days. The purpose of this exposdre period is to enable this Prospectus to be
examined by market participants prior to the raising of funds. |f this Prospectus is found deficient,
AppHeations received during the exposure period will be dealt with in aceordance with section 724 of the
Corporations Act.  Applications recelved prior 1o the expiration of the exposure period will not be
processed until after the exposure period. No preference will be conferred on Applications received dur-
ing the exposure period and all Applications received during the sxposure period will be treated as if they
were simultaneously received on the Opening Date.

Indicative Timetable
Prospectus lodged with ASIC Manday 5 February 2607
Opesring Date Tuesday 13 February 2007
Cicsing Date Tuesday 6§ March 2007

Dispatch of Shareholding Statemenis  Monday 12 March 2687
Date of quotation of Shares on ASX Thursday 1% March 2607
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Pegasus Metals Limited

o six exploration projects in Western Australia
thres Ashburton-Gascoyne uranium projects

*

153 km’ of tenements 1o be tested for their uranfum poteritial
reeorded wranium mineralisalion on each project
prisnary and secontlary mineralisation

. & &

three Filbara gold and base melals projects

175 kmé of tenements to be tested for their gold, copper, nicket and PGM polential

most of Yandicoogina goldiiald {o be tested

base metals indications include the Lennons Find copper/lead/zinc resouree (excluded) ard old copper

.« & & &

workings s
Girectors have considerabie experience in explaration arid mirirg
e IS aiming to raise $3,500,008 by this Prospectus

L

Yandicoogina

Kelly Belt @

PROJECT LOCATIONS *
These Invessment Highlghts are sanpby that ared should be read in cordest with the more detailed information in this Prospectes, nvestors

shiould read the antize Prospestus and sheeld be pasticulazly awsre of e risks sssocizted witk ivesting in a comoany sush a3 Pegasus, which
are more fully desesbed i Sectien £ of ths Prosaectas.

Investors should note that wrsnium mining is peohibited under the corrent policy of the Wasters Austrslisn governmoent.
Exploration for urarivin is permitted.

The Shares vifered by this Prospectus should be coasidered speculative.
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Dear Investor

Welcome 1o Pegasus Metals Limited {Pegasus) and this 170,

Pegasus has 100% of six exploration projects in Western Australia, three in the Ashburton-
Lascoyne region and three in the Pilbara region. The three Ashburton-Gascoyne Uranium
Projects all nave reported uranium mineralisation and the three Nullagine North Projects various
targets for gold and base metals mineraiisation, inciuding nickel, copper and PGM.

All our projects warrant further exploration and we are now inviting public subscription to fund
this wark.

{he current uranium price has created renewed enthusiasm for uranium exploration, even
though uranium cannot be mined in Western Australia under current government policy.

Pegasus’ three uranium projects are Hooley, Horse Well and Gifford Creek ali of which have
uranium mineralisation reported from exploration undertaken mainly in the 1970s. Primary
uranium mingralisation occurs within the Hooley and Horse Well Projects and secondary
uranium mineralisation is known fram Gifford Creek. Enriched surface samples up to 10.7% 4,0,
and nparrow drill intercepts up to 6700ppm U,0, uranium have been recorded within Pegasus’
uranium projects. A program to re-fly the radiometrics and aeromagnetics of these three project
areas al b0 metre line-spacing has been initiated.

In the Pilbara region, Pegasus holds the Yandicoogina, Lionel and Kelly Belt Projects which cover
over 45km sirike of the greenstone belt trending from the Lennons Find VMS resource {excluded)
in the northeast, through a series of old gold workings of the Yandicooging mining centre and
southwards on to the copper and nicke! oceurrences at Lioned, Hendersons, and Otways. Thare
has been very limited exploration of these areas in recent years and the known gold and base
melals mineralisation locations provide targelis for sarly drifling. There may also be some PGM
potential within the Lionel Project

Pegasus 1s offering investors the opportunity to subscribe for 17,500,000 Shares at 20 cents per
share 1o raise $3,500,000.

On behalf of my feliow Directors, | Invite you to become a shareholder of Pegasus. This offer
closes on 6 March 2007,

g —o

Craig Munro
Chairman




REHOTION 1 PREGASUS AND ITS PROJIECTS

The informaticn set out in this section is not comprehensive and should be read in conjunction with more
detailed information appearing elsewhere in this Prospectus.

on company in a short time.  The Company
nickel will continue strongly over the shori to

: E[ inn 5

» Horse Well

» Gifford Creek
Nullagine North Projects {gold and hase metals)

* Yandicoogina

* Lionel

* Kelly Belt
Hosoley, Horse Well and Gifford Creek were selected as open ground with potential for aranium
mineralisation, which is recorded as occurring on each project area. They are located in the Ashburton-
Gastcoyne region,
Yandicoogina, Lionel and Kelly Belt are three Pilbara region projects located north of Nullaging in

Western Australia which were selected as open ground by the Vendor as having potertial for gatd, base
metals and PGM mineralisation.



SECTIO

Uranium PROJECTS

Hooley Project

Hocley Uranium Project
showing radiometric anomalies {red stars} and known uraniam focations {red dots) {survey 400m {ine spacing}
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REHOTION 1 PREGASUS AND ITS PROJIECTS

In the 1570s, several companies explored praspects known as Hooley Camp, Glenflorrie, Golan and Gulcie
within Pegasus™ Hooley, Project area. Programs, imeluding shallow drilling concentrated an gossanous
guartz-filled zanes o ing in tension fracture within granitic rocks. One of these rones at Hooley Camp
was tracediup to 1. :m o surface Expmratfon for uranium in the Golan area retumed surface samp%es

The northeastern part of the Horse Well project area has been drili tested by previous explorers during
the 1970s, with a best intercept of 700ppm U,0,. In this area an elongated syncling of Bangemall Basin
sediments fies uncanformably over the granodioritic basement. Secondary uranium was discovered in
carbonaceous sediments. To the south, grab samples up to Z00apm U0, are associated with a copper
BECUTTERCE.

The granodiorites which predominate in the western part of the project area remain largely unexplored,
Given this genlogical environment provides anamalouos dranium mineralisation at Pegasus' Hooley Projert
and elsewhere in the region {eg Mundong Well), there remains potential for this style of primary
tytirathermal uranium mineralisation to sccor at Horse Weli close to the unconformity.




SECTION "

Horse Well Uranium Project
showing radiemetric anomalies {red stars} and known uraniem locations {red dots) {sarvey 400m tine spacing}




SECTION ¢

S OARND TS PROJECTS

GIFFORD CREEK PROJECT

Gifford Creek Uranium Project
showing radiometric anomalies {red stars} and known aranizm locations (red dots} {servey 400m line spacing}

Location 2167 at Gifford Creek records camotite at surface, but no anomalous urantum values in the five
shaliow holes into the underlying catcrete. Al Location 2163, carnotite is recorded In pits with a grab
sampie up to 500ppm U0, and in several drill holes with assays up to 175ppm U0,

Given the extent of the calcrete in the area and the broad-spaced nature of the 1970s radiomstric survey,
It is possible that anomalies have been overlooked. The radismetric anomalies in the southeast of the
project remain untested for the presence of hydrothermal primary uraniom mineralisation, as doss the
central manzogranite that remains unexplored.
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Nsullagine North Project
Aster SateHite image showing surface geology and mineral cceusrences Yandicoogina Project




REHOTION 1 PREGASUS AND ITS PROJIECTS

NULLAGINE NORTH GoLp AND Basg MeETarLs PROJECTS

jald mineralised guartz veins with production of 3340t
jing centre. Three Df ffve shallow drHi h{sies fm'o 't‘he

nomalous PGM value of 4m @ 0.175g/t PL

warrants further work o the known copper deposits and further exploration to fully evaluate

KerLiy Bert PROJECT

The Kelly Belt Project presents a greenfisids geological setting with argas of the Euro Basalt having potential for
Bamboo Cresk style hydrothermal and vein gold mineralisation. The fault system through the tensment could pravids
sizeable shear yones with potential 1o host copper mineralisation, as ocours in the Lionel Project to the south.

1.3 DETAILED EXPLORATION PROGRAMS anD BunGers

The Company's exgloration programs and budgets are plannsed o be implemented over the next two years, based on
the Company's present krowledge of its projects.  Actual expenditure may vary depending an the exploratian
suceesses and resufts which may change the proposed exploration and evaluation activities,

Pegasus has already commited {o the re-flying of the radiometrics and magnetics over its thres uranium projects. The
line spacing is a close H0m and it is anticipated that the resulting imagery will be vastly more detailed than the imagery
used in this Section of the Prospectus, which was flown at 400m lins-spacing {of wider spacing.} This new fiying
shouid be completed in March 2007,

The independent Gealogist states that:

Pegasuys has provided comprehensive programs and budgets for gach of its profects covering an inftial two years
of exploration, wihtich indicate its intention fo spend a fotal of approximately $1.9 milfion on exploration over this
period from the rasing of S35 miffion. These budgets are considered to be adeguate to cover the cost of the
proposed exploration progran and o maintain the lenements in good standing, Pegasus has a satisfactory and
olearly defined exploration and expenditure program wihtich is reasonable having regard to fts stated obfectives.
Sulficient exploration has taken place in the past to justily the budgeted exploration and expenditure programs.



SECTIO!

Pegasus' exploration programs and budgets are as follows:

ProjJect & CosT CENTRE $
Yeart Year2 Total
HOOLEY
Ajthorne Geophysical Survey L0500 50,006
Interpretation & Modsiling 14,000 10,008
Ground Ratliometric Survey 20,000 20,008
Geology 30,000 50,040 80,000
Geochemical Surveys 14,000 20,000 30,000
Drifling (RAB, RC & Diamond] & Assaying 75,000 275000 300,000
Tenement Administration Costs 5,800 h,000 10,000
200,000 300,000 500,000 ..
HORSE WELL
Ajthorne Geophysical Survey L0500 50,006
Interpretation & Modsiling 14,000 10,008 -
Ground Ratliometric Survey 20,000 20,008 w
Geology 30,000 40080 0,006 i
Geochemical Surveys 14,000 20,000 30,000 &
Drifling (RAB, AC & Diamond) & Assaying 75,800 160,000 235,000 -
Ternement Administration Costs 5,000 5,000 10,008 ~
200,000 225000 425,000 »
GIFFORD CREEK -
Ajthorne Geophysical Survey L0500 50,006 e
Interpretation & Modeiling 1,000 10,006
Ground Ratliometric Survey 20,000 20,008 &
Geology 30,000 40080 0,006 i
Geochemical Surveys 10,800 20,000 30,000 ”
Drifling (RAB & RC) & Assaying 50,800 135,000 185,000 -
Tenement Administration Cosis 5,800 5,080 10,000 s
175,000 208,000 375,000 B
YANDICOOGINA \
Geology 30,000 35,000 £5,000 .
Geochemical Surveys 25,600 25,000 3
Ground Geophysical Surveys 30,000 30,000 “
Drifling (RAB & RC) & Assaying 40,000 80,000 170,000
Tenement Administration Costs 5,800 b, 000 10,000 “
150,000 150,000 300,600 e
LIONEL
Geology 25,000 25000 50,006 "
Geochemical Surveys 20,800 20,008 -
Drifling (RAB & RC) & Assaying 50,800 73,000 120,000
Tenement Administration Casts 5,000 5,000 10,000 “
180,000 166,000 200,800 e
KELLY BELT i
Geology 15,000 20,080 35,000 o
Geochemical Surveys 30,000 30,008 =
Drifling (RAB & RC) & Assaying 25,040 25,000
Tenement Administration Costs 5,800 h,000 10,000 -
50,000 56,000 100,600 e

TOTALS 815,000 1,025,000 1,800,800




RECTION 2 DercToRs AND MANAGEMENT

DIRECTORS

stralian Institute of Company Directors and a Fellow
f“rarg brings to Pegasus carsmde{able gxperience in

Peter Andrews+s an honours gradume i geoiogy anii Iaw from sity of Western Australia. He finished his
rs. He later graduated in law, retuming o
X listed companies of which he has been
gy-executive direstor of over 20 ASK listed
etion, sourcing of projects, funding and

He was Managmg Dr{ec 0{ of Alliance

"brmgs to Pegasus considerable experience in publm listed junior respurce C{smpanfes.

ON BBus, CA
» Secretury

Graham AndersSn is a graduate of Curtin University and has over 20 years’ commercial experience as a Chartered
Aceountant. He operates his own specialist accounting and management consultancy practise, praviding a range of
corporate advisory and audit services {o both public and private companies. From 1890 to 1995 he was the audit
partrer at Hopwath Perth, He is a director and company secretary of a number of listed and uniisted pablic companies
in bath the resource and industrial sectors. He s a dirgctor of ASX listed APA Financial Services Limited, Dynasty
Metals Australia Ltd and Echo Resources Limited and is company seeretary of APA Financial Services Limited, Apex
Minerals Ni, Dynasty Metals Austraiia Lid and Echo Resources Limited, At Pegasus, Graham will be responsibile for
comnliance matiers, financial reporting and corporate governance,

JON CROWE

Exploration Consuftant

Jon Crowe has over 35 years’ practical experience in undertaking first phase explaration programs and in tenement
acguisitions. For over 29 years, including most of the last 10 in Africa, he has prospected and taken up open ground
varisusly for uranium gold, base metals and diamonds. He put together the exploration portfolio that erabled Merritt
Miring NL to list on ASK i 1993 and more recently he was responsible for the exploration portfolios for the AlM
listings of Zambe:i Besources Ltel in 2004 and Baohat Resources PLE in January 2006, He idertified Pegasus’ uranium
projects as open grourd and is a vendor of its Nullagine North Projects. At Pegasus, Jon will coordinate and
participate in its exploration programs,



3.% THE OFFER

By this Prospectus, the Company Inviles investors to subscribe for a total 17,500,000 Shares at an issus price of 20
cents sach 1o raise $3,500,000.

Tha rights attaching to the Shares are described in Section 8.

3.2 InprcaTive TIMETABLE

The indicative Timetable is shown on the inside cover of this Praspectus.
The Offer closes at 5,80pm WST Tuesday 6 March 2007,

Thase dates are indicative only and may vary. The Directors reserve the right to vary the Opening Date and Closing
Date of the Offer without prior notice. This may impact on subsequent dates.

3.3 MiNiMUM SUBSCRIPTION AND OVERSUBSCRIPTIONS

Tha Minimum Subscription for this Prospectus is $3,500,000 by issuing 17,500,000 Shares under the Offer. If for any
reasan the Minimum Subseription is not reached within four months fram the date of this Prospectus, all applications
will be deall with in accordance with the Carporations Acl. There is no provision 10 accept oversubscriptions,

3.4 CAPITAL STRUCTURE

On completion af the fully subscribed Offer which raisas $3,500,000, the capital structure of Pegasus will be:

Existing Shares Shares %
Oirectors 4,750,001 13.2
Promaters 3,800,000 1.8
Vertor 3,000,000 53
Seed Investors 3,700,000 1.4

14,750,801 457
Shares now offered 17,500,600 54.3
Total issued capital 32,250,601 180.6

3.5 Purrose oF Tu OFrER AND UsE oF FUNDS

The key nurposes of the Offer are to enable Pegasus to comply with the admission requirements for official gustation
on ASX, 1o provide Pegasus with fands to conduct further exploration on 13 terements and for admirdstration and
general working capital.

It is intended to use the funds raised from the Offer as folows:

Amount Sought

$

Funds raised by the Offer 3,500,000
Use of funds

Exploration Programs Year 1 & Year 2 1,900,000
Pravision for Application handiing fees (5%) 175,000
Cost of fundraising and listing 125,000
Admimistration {2 years) 800,000
Working Capital A00 (100

Total funds used 3,500,000




SECTION 30 DETAILS OF THE OFFER OF SHARES

3.6 How 10 APPLY FOR SHARES

a minimur of 10,000 Shares representing a minimum investment of 82,000, Applicants

Applicants must apply fo
iri must apply for Shares in multiples of 1,000,

BY MAlL

Security Transfer Registrars Pty Ltd
PO Box 535
Applecross WA 6953

tency of 20 cents for each Share for which
wri on and payabie on an Australian bank
d erossed Not Negotiable'.

lications for Shares under this Prospectus.
ue and no further amount is payable on

dfddged Application Form wiil constitute an offer by the Applicant to subscribe for the number of
ursuiant to the Application Form.

108 MONIES TO BE HELD IN TRUST

Application moifigs will be held by Pegasus in trust in a bank aceount untii aliotment or, where applicable, they are
repaid to the Applicants. The subscription account has been establishad solely for the purpose of depositing
Application manies received. Interest earned on Application monies will be retained by Pegasus. Interest will not be
paid on monies refunded.

3.8 ALLOTMENT OF SHARES
Allstmert of Shares will take place as soon as practicable after the Closing Date.

The Directors reserve the right 1o allot to an Applicant a lesser number of Shares than the number applied for or to
reject an Application. I the number of Shares ailotted is fewer than the number applied for, surplus Application
monies wiil be refunded in full as sonn as practicable.

3.9 LeEap MANAGER anD HanprLing Fees
The Offer is not underwritten

Patersons Securities Limitad {Patersons) has agreed to act as Lead Manager to the Offer on a best endeavaurs basis,
Patersans will be paid a Lead Manager Fee of $60,000 and a Capital Raising Fee of 5% of the gross amount raised,
All selling fees will be paid by Patersons out of this amount. Patersons will rebate (o the Compary 4% of the Capital
Raising Fee in respert of any Applications for Shares which are received and accepted and have been sourced by the
Directors, up 1o a total of $500,000 of the amount raised. Patersons may pay other brokers and holders of Australian
Financial Services Licences & commission on Applications for Shares which are received and accepted and which beat
their stamp.



3.50  AUSTRALIAN STOCK EXCHANGE LIMITED

Within seven days of the date of this Prospectus, application will be mads by the Company to the ASX for the Company
to be admitted to the Official List of ASK and for official quotation by ASK of the Shares and the Existing Shares that
have o restrictions applied to them by ASK. If permission is not granted for the Company fo be admitied to the Official
List of ASK antd approval for quotation of the Shares and the appropriate Existing Shares is not granted within three
moriths after the date of this Prospectus, all Application monies will be refunded without interest.

The ASX takes no responsibility Tor the contents of this Prospectus. The fact that the ASK may admit the Company to
its Gffieial List is not tn be taken in any way as an indication of the merits of the Company or the Shares and Existing
Shares.

3.01 CHESS

Pegasus proposes o participate in the Clearing House Electronic Sub register System {CHESS), operated by ASK
Settlement and Transfer Corparation Pty Lid {ASTC) a wholly owned subsidiary of ASX, in accordanne with the Listing
Rules and SCH Businsss Rules.

Under CHESS, the Company will not issue certificates to investors, Instead, shargholders wili recsive a statement of
their holdings in the Compary, 1T an investor is broker sponsored, ASTC will send them a CHESS statement.

The CHESS statement will set out the number of securities allottad to sach holder tnder the Prospecius, give details
of the holder's Hotder ldentification Number and give the participant ideritification Number of the sponsor.

If you are registered on the Issuer Sponsored Statement, your statement will be dispatchied by the share registry and
will contain the number of securities aliotied under the Prospectus and the Shargholder's Security holdsr Reference
Number,

A CHESS statement or Issuer Sponsored Statement will routinely be sent to holders at the end of any calendar month
duriny which the balance of their holding changes. A halder may request 4 statement at any other time, hawever, a
charge may be made for additional statements.

3.52 RESTRICTED SECURITIES

Tha ASK may classify certain Existing Shares as heing subject to the restriction provisions of the Listing Bules. These
Existing Shares may be reguired to be held in escrow for periods up to 24 morths from the date of quotation to be
determined by ASX.

3.3  APPLICANTS QUTSIDE AUSTRALIA

This Prospectus does not constituie an offer of securities in any jurisdiction where, or 1o any person whom it would be
illegal to issug it or make the Offer. 1t 1s the responsibilily of any applicant who is resident outside of Australia o
ensure compliance with all laws of any country relevant to their application. No action has been faken o register or
quaiify the Shares or the offer or atherwise permit a public offering of the Shares in any jurisdiction other than
Australia.

3.54 Privacy DHSCLOSURE
By submitting an Application Form, an Applicant provides the Company with certain personal information, I an

Applicant does not provide complete end acourate personal information on the Application Farm, the Application may
noi be able to be nrocesset.




SECTION 30 DETAILS OF THE OFFER OF SHARES

The Company's securities registers are maintained by Security Transfer Registrars Pty Ltd. These registers are required
by law 1o contain ceriain ipformalion about security holders such as name, address and details of securities heid. in
addition, the Compan gets persanal information from securily holders including contact details and tax file
numbers, used to carry out registry functions such as: payment of dividends; dispateh of yearly and
half year i

| information held by the Company and its
nay do so by contacting the Comparyy of its

itlement of Options on the basis of ong Ommﬂ for every one share held. The Dptssrzs are to be issued
: an exercise price of 20 cents sach and an expiry date of 31 March 2000, A disclosure document
TgF'the enfitlem sue of Options will be issued when the Options are offered.  Sharehalders registered at the
record date and ah ta subseribe for Options will need 1o complete the application form that will accompany and
form part of thé'isclosure document at that time.

3.16  WORKING CAPITAL ADEQUACY

Cn completion of the |ssue, the Directors believe that Pegasus will have sufficlent working capital to carry out its Yeat
T and Year 7 abjectives.

3.17 FUTURE CArITAL REQUIREMENTS

Future capital requiremerits will depend on many factors, including Pegasus’ exploration results. Additional funds may
be needed to fully drill-out and exploit any mineralisation that may be discovered, to commance mining, to farmin to,
or to purchase other mining projects. The Direclors will also investigate the most approgpriste manner in which 1o
obtain further funds at the relevant timas. A further funtdraising by the issue of Options Is foreshatlowed in Section
318



SECTION

4-f INFRODUCTION

This section identifiss the areas that the Cirectors regard as involving the major risks associated with an investment
in Pegasus. Thare are numerous widespread risks associated with investing in any form of business and with investing
in the share market generally. There are also a range of specific risks associated with Pegasus’ businass and its
invalvernent in the exploration and mining industry. Irvesiors shoudd be aware that an investmerit in Pegasus involves
many risks that may be higher than the risks associated with an investment in other companies. The list of risk factors
may ot be exhaustive of the risks faced by Pegasus or by investors in Pegasus. Intending subscribers should read the
whole of this Prospectus before any decision is made to subscribe for Shares.

4.2 OrERATING HISTORY — KEY PERSONNEL

Pegasus was incorporated in July 2005 and then it made its first tenemernt applinations. 1t has had a imited aperating
histary. in its initial stages, Pegasus will rely heavily on its Directors and its Explaration Consuitants. There is a rigk
of some detrimental impact on Pegasus if these key persarne] leave the Comparry and people with at least comparable
attribuies are not available to replace them.

4-3 SHARE INVESTMENT

Applicants should he aware that there are risks associated with any share investment. The prices at which Pegasus’s
Shares trade may be above or below the issue price for the Shares offered under this Prospectus. The trading price
of the Shares could be valatile and subject to wide fluctuations. The Shares alloited under this Prospectus carry np
guarantee of the price at which they may trade on the ASX.

4-4 EXPLORATION AND OTHER RISKS

Pegasus as an exploralion company will be dependent on a number of factors, including, bat not limited to, the
follawing:

al risks inherent in exploration and mining including, amony other things, successful exploration and
ideritification of minaraiisation and the sventual conversion thraugh to ore reserves, funding, satisfactary
performance of mining operations and competent managemernt;

bj the risk of material adverse changes in the government policies or legislation of Australia which might affect
the level of mining and exploration activities;

t the risk that the Western Australian government does not change its no aranium mining pakicy,

t) the sirength of equity and share markets in Australia and throughout the world;

) general economic conditions in Australia and internationally and, in particutar, inflation rates, inferest rates,
commodity supply and demand factors and industrial disruptions;

e environmarntal issues with which Pegasus may be required to comply from time 1o time;

f} poor weather conditions over a prolonged period which might adversely affect exploration activities;

il insolvency or other managerial {ailure by any of the contractors used by Pegasus in its mining and exploration
activities;

b commodity supply and demand factors, especially those related to the metals sought by Pegasus;

I risks that any new tenement applications may not be grarted or that its current tenaments may not have their
terms renewed: arnid
i Native Title and access, where applicable.

4-5 SPECULATIVE NATURE OF INVESTMENT
Risk factars may materially affect the financial performance of Pegasus and the value of the Shares. Therefore, the
Shares to be issued pursuant to this Prospectus carry no quarantes with respect to the payment of dividends, retums

of capital or the market value of those Shares.

Potential investors should consider that the investment in Pegasus is speculative.
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30 Janua

SPORT ON TENE
COomnNTrRACTS

CL LEGAL

The Directors

Pegasus Metals Limited

Ashron Chamisers, Crowned Floor

THD 51 Lo e, Perth WAL G000

Suite 2 RO Bow F070, Choisters Souare, P, WA, 5850
29 Ord Strest | AR ABE 1T e 52
Woest Parth WA B005

Dear Sirs

REPORT ON MINING TENEMENTS AND MATERIAL CONTRACTS

This report has been prepared for inclusion in a prospectus (Prespectus) to be issued by Pegasus Metals Limited ABN
40115 535 030 LCoempany) on or about 5 February 2007,

Tha report relates to seven granted mining tenements in Western Australia {the Teaements) in which the Company
or company with wham the Company has contractual arrangements have interests as telailed in the Tenemerit

Schedute

(a}

2.1

. Attached 10, and part of, this report are the following:

Tenement Schedule (mcluding Notes to the Ternement Scheduls) detailing the Compary's respective interests
in and the key terms of the Tenements; and

Sehedule of Material Contracts to which the Company is a party ot are material to the Company's interest in
the Tenamerits.

Searches

To prepare this repost, we have condugted searches of the Tenements in the register mairtained by the
Western Australian Department of Industry anrd Resources (DalR) as at 17 January 2007,

We have also conducted a search of the Register of Native Title Claims as at 23 January 2007 in respect of
the land covered by the Tenemenis.

Opinion

(On the information ohitained by our searches and enquiries and review of all of the documents referred to in
the Schedule of Material Contracts, subject 1o the assumptions and gualifications set out below, we are
satisfied that:

(a} the detaiis of the Tenements included in this fepor? are accurate as io the status of the Tenements
and the registered holders of ar applicants for those Tenemens;

(b ali rents and other fees due under the Mining Act 1978 (WA) {WAMA) in respect of the Tenements
have been paid;

9] ali applications for determination of native title which affect the Tensmerits as at 29 January 2007
are noted; and

(el ali the tenements referred to in the Tenement Schedule are in good standing at DolR other than
EAB/485 as atlvised in the Notes on Tenements.

vy Legal Phy Lol (ACKN 108 GBO 471}

ATE The Clavey Legal Trus [ARN: 29 885 830 372;
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aND MaTierial CONTRACTS

3 Material contracts

3.1 We have reviewed the material contracts relevant to the interests of the Company in the Tenemenis which

accordance with the relevant material cantract s
rit of transfer, having been assessed for stamp duty

In this

ny instructions of infarmation which we
‘agents and representatives.

mining tille searches and other
Register of Native Title Claims as at the
fespanses received and have separatsly
and the procedures applicable to the

We have assumet the accuracy
information of rasponses we oht
lime suchesearches were undgrtaken or information
advised the Company on.thé law relating to Native Ti

efarences in the Tenemeni Schadule to any area of land are taken from detaiis shown on
searches obtained from DOIR. It is not possibile to verify the accuracy of those areas which have
- heen surveyer

Where Minisierial consent to any agresmeant or dealing referred 1o in Section 3 of this report is
being or will be sought, we express no opinion as to whether such consent will be granted, or the
conseguences of consent being refused, although we are not aware of any matter which would
cause consent to be refused.

{8} We have assumed that the signatures an ali the material condracts are authertic, that the copies
of agresmants pravided to us were complete and conformed with the aniginal agreements, and
were within the capacity ard powers of, and were validly atthorised and executed by and are
binding on, the parties tn them and comprise the entire agreement of the parties to each of them
with respect to their respective subject matters.

5 Consent

We agree to the inclusion of this repori in the Prospectys in the form and context in which it is included and Clavey
Legal has not withdrawn its consent before odgement of the Prospectus with the ASIC,

Yours faithfully

: Clavey Leyal
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CONTRACTS :

TENEMENT SCHEDULE

TENEMENT REGISTERED PEGASUS GRANT EXPIRY AREA ANNUAL RENT
NUMBER HOLBER BENEFACIAL  STATUS DATE BLOCKS EXPEND{TURE  PAID
1!\!T§££ST {KM2} CUMM?MEN’{ $
HOOLEY
EGB/1556 Pagasus 100 {ranted 18 20,000 1,680.80
Z8/08/2006 27/10/2011 (48.95)
EGB/1501 Pagasus 100 {ranted 12 20,000 1,260 .60
28/08/2006 27110/2011 {36.%
HORSE WELL
EOB/ 1557 Pegasus 100 {ranted 11 20,800 155555
G7/07/2006  06/G7/2011 (33.56)
GIFFORD CREEK
EG9/1250 Pagasus 100 {ranted 1 203,000 1,185.55
GFHO7/2606  06/07/2011 {33,865
YANDICOOGINA
E45/9578 Vistarise Granted 32 32,860 336160
Limsited 100 43/08/2005 02/08/2010 {99.8}
LIONEL
E46/495 Vistarise Granted 9 20,060 945 45
Limited 100 86/19/2005  05/10/2010 28
KELLY BELT
E4h/2437 Vistarise Granted 15 20,060 157575
Limited 100 06/10/2005  05/10/210 {47
NATIVE TITLE CLAIMS
TENEMENT NATIONAL NATIVE FEDERAL COURT
NUMBER TITLE TRIBUNAL CLAIM ACTION NUMBER
NUMBER
E0B/1556 WL 89/45 WAD 6113/96
WC 97/45 WAD B113/98
WC 05/04 WAD 0126/05
F0B/1557 WC 97/05 WAD 5212/98
E0B/1591 WL 89/45 WAD 6212/96
WC 97/95 WAD B113/98
WC 05/04 WAD 0176/05
E45/7437 WL 59/08 WAD b078/98
E45/7538 WL 99/08 WAD 6078/96
E46/495 WC 99/08 WAD 8078/98
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NOTES ON TENEMENTS

In respect of E46/495, Vistarise Limited failed to meet the expenditure commitment of $20,000 far the
first year ended 5 October 2005 by the sum of $13,381. An application for exemption DoiR No 105/067
was f%led {ﬁ; 25 Ja 2007 Vistarise Limited has not received any ohjection ar complaint from any
thder expenditure aithaough an objection can be lodged at any time prior to 15
i ._._iﬂ'temmm to Farfeit dated 24 January ZUOF was recewed by Vistanse L;mned

dure underiaken by DoiR. In practice provided g
ancial penalty rather than order fosfeiture. The
was fo maintain the tenement suggests that a

;’243? E45/2578 an’d E46/485 far the issue of 3,000,000 Shares 1o allow for an extension of
letion of the murchase, The purchase is now unconditional,

restricted secun‘tfes by the ASX.
NATIVE FITLE AGREEMENTS

On 16 November 2005, Pegasus entered into two Standard Heritage Agreements with The Yamatii Maripa Barna Baba
Maaja Aboriginal Corporation, ane agresmenit as agent for the Thalangi Claim Group in respect of EO8/ 1556, £08/1557,
and EU8/1591 and the second agreement with the same Aboriginal Corporation as agent for the Gnuili Claimarit Group
In respect of E09/1250.

Gn 15 May 2005, Pegasus entered into an Alternative Exbploration and Heritage Agreement with Glenis Haves as
atent Tor the Thalangi People in respect of EDB/1556 and E08/1597.

On B September 2004, Vistarise Limited ertered into a Standard Heritage Agreement with The Yamatii Marlpa Barna
Baba Maaja Aboriginal Corparation as agent for the Njamut Claim Group WC 95/8 in respect of exploration licences
E45/2437, E45/2578 and E46/455.

The terms of these agreemenis provide for low impact exploration activity to proceed without a Heritage Survey and
then, if ground disturbing activities ardd driliing are 1o procesd, such a survey assisted at the cost of the Company by
representatives of the Claimanis
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Horwath Securities
(WA) Pry Led

AN 24008 328 643

A member of Horwath mternationzl
128 May Street Subtacs WA 6008

POy Box 70 West Perth WA 6872

1 Februa ry 2007 Ernait horwatl@perth. horaath.com.au
Teleghons [08) 9385 8400

Fascimile (081 9380 B490

The Girectors

Pegasus Metals Limited
Suite 2, 79 Ord Street
WEST PERTH WA 88772
Dear Sirs

INDEPENDENT ACCOUNTANT'S REPORT/ PEGASUS METALS LIMHTED

I. InTRODUCTION

This report has heen prepared at the request of the Directors of Pegasus Metals Limited ("Pegasus” or the
"Company") for inciusion in a Prospectus dated an or about B February 2007 inviting participation in the
issue by Pegasus of 17,500,000 ordinary fully paid shares at an issue price of $0.20 each to raise up to
$3.500,000.

Alf amounts are expressed in Austratian Dollars unless otherwise stated.

2. BACKGROUND

The Company was incorporated on 29 duby 2005 as Pegasus Uranium Py Ltd. Since incorperation and up
to the date of this review, the Company has issued 14,750,001 shares to raise $474 501,

3. BaAsis oF PREPARATION

This repott has been included in this Prospectus o assist investors and their finangial advisers to maks
an assessment of the financial position and performance of Pegasus. This report does not address the
rights attaching to the shares 1o be issued in accordance with this Prospectus, nor the risks assoriated
with the investment.

The Directors of Pegasus have requested Horwath Securities (WA} Pty Lid ("Horwath"} to prepars an
Independent Accountant's Repart for inciusion in this Prospectus dealing with the following finaneial and

other information:

(i) the reviewed results of Pegasus for the period fram incorporation on 29 July 2005 to 31 December
20086;

{ii} the reviewed balance sheet of Pegasus as at 31 December 2008; and

{iii] the proforma balance shest of Pegasus as at 31 December 2008 adjusted 1o include funds 1o be
raised by the Prospectus and the complsetion of the transactions referred 1o in Note 2 of Appendix 2.

4- Score or Review

Our review has been conducted in accordance with Auditing Standard AUS 907 "Review of Financial
Reporis”
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These procedures do not provide all the evidence that would be required in an audit, thus the level of
assurance provided is less than given in an audit, We have not performed an audit and, accordingly, we
do not express an aadit, opinion.

:t_:)_f for any reliance on this report or on the financial information 1o which it
'b;_hef than that for which it was prepared. This report should be read in

relates
conjuny

. and
gr 7006 adjusted 1o includs funds to be
ns referrad to in Note 2 of Appendix 2,

pplicable Australian eguivalents to
gs adoptad by Echo as described in
in Appendix 7.

il be paid a fee of between $5,000 - $10,000 based upon normal charge rates and
nal time incurred in the compilation of information and the preparation of this report.
gnt of Horwath in the preparation of this Prospactus is limited to the preparation of
her than Horwath Audit (WA) Pty Ltd is the Auditor of the Company and will be paid
ges of $10,000 for the 30 June 2007 audit;

(b} Horwath was not invalved in any other aspect of this Prospectus and did not authorise or cause
the issue of any gther pari of this Prospectus and we have only issusd our consert in respect of
the inclusion of this report in this Prospectus;

{ry The author of this report does not have any interast in Pegasus or the shares offered by this
Prospectus;

{di The glving of our consent for the inclusion of this report in this Prospectus should not be taken
as an endorsement of Pegasus or a recommendation by Horwath of any participation in the offer
by any intending investors;

{e) The author of this report gives not assurance or guaranise whatsoever in respect of the future
success of or financial returns associated with the subscription for shares being offered pursuarit
to this Praspectus, and

{f]  This report should be read as a whole and na part of it quoted, otherwise referred to or produced
without prior written consent of Horwath.

Yours faithfully
HORWATH SECHRITIES (WA] PTY LTD

e

PETER TOLL
Director
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APPENDIX ¥

INCOME STATEMENT
Far the period ended 31 December 2006

Reviewed
Note 31 Dec 2606
g

Revenues from ordinary activities 4704
Administrative expenses {2.993]
Marketing expenssas -
Oecupancy expenses -
Exploration expenses 183,645
Other expenses from ordinary activities
{Loss} before income tax {81,934}
Income tax expense
{Loss} after income tax expense {81,934}
NET {LGSS) {81,934}

This Income Statement is to be read in comjunction with Appendix Z.

STATEMENT OF CHANGES iN EQUITY
For the pericd ended 31 December 2006

COUNTANT'S Ripof

Issued Capital Accumsulated Losses Total
$ $ $
Eguity at the beginning of the period - - -
Loss for the period - {81,934 {81,934}
lssue of share capital 474,501 - 474 5M
Costs of share issue : : :
Equity at 37 December 2006 474,501 {81.934) 382 587

This Statement of Changes in Equity is to be read in conjunction with Appendix 2.




SECTION 7 INDEPENDENT ACCOUNTANT S RerorT

APPENDIX ¥

Reviewed Pro forma
31 Dec 20606 31 Dec 2006
$ $
414,787 3,584,787
Tax recoverable, 5,226 5,226
TOTAL CURBE%\%? ASSETS 420013 3580013
420,013 3,580,013
CURRENT LiABILITIES
ade and other payables - 27,446 77,448
RRE%}\_H LIABILITIES 27446 21 446
' 27445 27,446
392 567 3,562 567
EQUITY
Contributed ecuity b 474,501 3,710,501
Accumulated losses B (87,834 {147.934)
TGTAL EQUITY 392 567 3,562,567

These Balance Sheets are to ke read in confunction with Appendix 2.
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CASH FLOW STATEMENT
For the period ended 31 December 2006

Cash Flows From Operating Activities
Payments to suppliers and employees
Fayments for mining expenditure

Interest received

Interest paid

Net Cash Fows Used in Operating Activities

Cash Flows From Investing Activities
Fayments for plant and equipment
MNet Cash Flows Used in Investing Activities

Cash Flows From Financing Activities
Proceeds from share issues

Cost of share issue

Proceeds fram 1pans

MNet Cash Flows From Financing Activities

Note

Netldecreaselfincrease in cash and cash equivalents

Cash and cash equivaients at begianing of the period

Cash and cash equivaients at end of the peried

Reviewsd
3t Dec 2006
8

{8.218)
{56,198]
4,704
{2)
{54,714}

474,501

474,501

414,787

414,787

This Statement of Cash Flows iz to be read in conjunction with Appendix 2.
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flotes 4o and forming part of the Fiosncial Siatements for the poriad snded
¥ December 2806 {(Since Incorporation 24 July 2005

APPENDIX 2

dance with Australian squivalents to international
ve pronouncements of the Australian Accounting
nd the Corporations Act 20071, The financial

(al Segment-Agporting

se af other business segments. A
tvices within a particular economic

on the national income tax rate for each jurisdiction adjusted by changes in deferred
labilities attributable to temporary differences between the tax hases of assets and

Deferred tax assets and liabilities are recagnised for temporary differences at the tax rates expecied
to apply wher the assets are recovered of liabilities are settled, based on those tax rates which are
enacted or substantively enacted Tor each jurisdiction. The relevant tax rates are applisd to the
cumutative amounts of deductible and taxable temporary differences to measure the deferred tax
asset or liability. An sxception is made for certain temporary differences arising from the initial
recognition of an asset or a Liability. No deferred tax asset or liability is recognised in relation to
these temporary differences if they arase in a transaction, other than a business combination, that at
the time of the transaction did not affect either accounting profit o laxable profit or loss,

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only
if it is probable that future taxable amounts will be available 1o utilise those temporary differences
and losses.

{c) tmpairment of Assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment.  Assets that are subject to amortisation are reviewed for impairment whenever svents
or thanges in circumstances indicate that the carmrying amount may not be recoverable.  An
impairment loss is recognised for the amount by which the asset's carrying amount exceeds ifs
recaverable amount. The recoverable amount is the higher of an asset's fair value less costs to sell
and value irr use. For the purposes of assessing impairment, assets area grouped al the lowest fevels
for which there are separately identifiable cash flows [cash generaling units)

{d) Cash and Cash Eguivalents
Cash and cash egquivalents includes cash on hand, deposits held at call with financial institutions,
other short-term, highly liguid mvestments with original maturities of three months or less that are
readily convertible o known amounts of cash and which are subject to an insignificant risk of
changes in value, and bank overdrafts. Bank averdrafts are shown within borrowings in carrent
liabilities on the balance sheet.
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Mates to and lorming part of the Fnancial Statements for the period eaded
31 Deeomber 2000 {Bince Incamoration 29 July 2005

fe} Property, Plant and Eguipment

i

Al property, plant and equipment is stated at historical cost less depreciation. Historical cast
incudes expenditure that is directly attributable 1o the acquisition of the items. Cost may also
include transfers from equity of any gains/lasses on gualifying cash flow hedges of foreign
currency purchases of property, plant and sguipment.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefils associated with the item
wiil flow to the Company and the cost of the item can be measured reliably, Al other repairs and
maintenance are charged 1o the income statement during the financial perind in which they are
incurred.

Depreciation on gther assets is calculated using the straight ling method 1o allocate their cost ar
revalued amounts, net of their residual values, over the estimated useful lives, as foliows:

*  Machinery 10 to 15 years
*  Vehicles 310 b years
*  Furniture, fittings and equipment 310 8 years

The asset's residual vatues and useful lives are reviewed, and adjusted if apprapriate, at each
baiance sheet date.

Ar assets’ carrying amount is written down immediately to its recaverable amount if the asget’s
garrying amount is greater than its estimated recoverabls amount,

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These
are included in the income statement. When revaloed assets are sold, it is Group policy to transfer
the amounts included in othar reserves in respect of those assets o retained earnings.

Principles of Consolidation
The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of
Pegasus Metals Limited and the resuits of all subsidiaries for the period then ended.

Subsidiaries are all those entities over which the Group has the power to govern the financial and
operating policies, yenerally accampanying a shareholding of more than one-half of the voting
rights.

Subsidiaries are Tubl consolidated from the date on which control is transferred to the Group. They
are de-consolidated Trom the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the
Group (refer to note 1)),

Intercompany transactions, balances and unrealised gains on Ifransactions between Group
companies are eliminated. Unrealised losses are alsp eliminated uniess the transaction provides
evidence of the impairment of the asset transferred. Accounting policies of subsidiaries have been
chanyed where necessary to ensure cansistency with the policies adopted by the Group.

{g) Exploration Expenditure

Expenditure incurred during exploration and the sarty stages of evaluation of new areas of interest
is writlen off as incurred. Where the Directors decide 1o progress the development in an area of
interest ail further expenditure incurred relating to the area will be capitalised.
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Mates to and forming part of the Finsocial Statemants for the paried ended
¥ December 2806 [Since ncorporation 24 July 2005

Projects are adv d to development status and classified as mining properties when it is expected

te can be recouped through sale or successful development and exploitation of

{h/
seived net of the amount of goods and
natore without any cash consideration

the effective yield on the financial

-clirrent assets

eeeds of non-current asset sales are included as revenus at the date af control of the

1p the huyer, usually when an unconditional contract of sale is signed. The gain or joss
: cuiated as the difference between the carrying amount of the asset at the time of

disposal a1id the net proceeds on disposal,

(i} Comtributed Equity
Ortlinary shares are classified as equity. Mandatarily redeemable preference shares are ciassified as
liabilities.

Incremental costs directly attributable to the issue of new shares or aptions are shown in eglily as g
deduction, net of tax, from the proceeds. Incremental costs directly attributabie to the issus of new
shares or aptions for the acquisition of a business are nat incladed in the cost af the acquisition as
part of the purchase consideration.

If the entity reacquires its own equity instruments, eg as the result of a share buy-back, those
instruments are deducted from equity and the associated shares are cancelled. No gain or loss is
recognised in the profit or loss and the consideration paid including any directly attributable
incremental costs {net of income taxes) s recognised directly in equity,

2. Actual and Proposed Transactions to arrive at Proforma Balance Sheet

The praforma balance sheet reflects the 31 December 2006 balance sheet adjusted to raflect the effect
of the actual and proposed transactions pursuani to the proposed capital raising and assumses no
oversubhseription of shares, The transactions reflected in the proforma are as foliows:

Tha payment of $330,000 in capital raising casts,
The issus and expensing of 3,000,000 ordinary shares al 565,000 to a vendor for the purchase of
mining tenements.

+ The issue of 17,500,000 ordinary shares to raise $3,500,000 in accordance with the Prospectus,
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Bates 1o and forming part of the Meascial Statemants for the period snded
31 December 2806 (Blnce oormoration 24 July 2005

Cash and cash equivalents
Cash at bank

Pro forma adjustments
«  Reviewed {31 December 2008)

»  Shares issued pursuant to this Prospectus

*  Prospectus issue costs

Trade and other payables

Contributed Equity
lssued Capitat

Pro forma adjustments

Reviewed 31 December 2005

Issue of 3,000,000 shares to vendor
lssue of 17 500,000 shares pursuant
to this Prospectus

Prospectus issue costs

Aceumulated Losses
Pro forma adjustments

Feviewed 31 December 2008
Expense af tenements purchased

Exploration Commitments

See Tenement Schedule (refer Section 6 of this Prospectus)

Events Sebsequent to Balance Date

Reviewed Pro forma
31 Dec 2006 3t Dec 2006
3 g

414,787 3,584,787
414,787

3,500,000

{330,000}
3,584,787

27,446 27 446
474,501 3,710,501
Number b3
11,750,001 474,501
3,000,000 66,000
17,500,000 3,500,000
- {330,000}
79,750,007 3,710,509
81,934 147 934
81,834
66,000
147,934

There has not arisen i the interval between the end of the financial pericd and the date of this
Prospectus, any ilem, fransaction or event of a material and unusual nature likely, in the opinion
of the Directors of the Company, to affect significantly the onerations of the Company, the results
of those operations, ar the state of affairs of the Campany in future years.
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8.1 Pegasus Metais Limited

Pegasus was incorpo ited in Western Australia on 29 July 2005, The financial year of the Company ends
£ Company has not declared a dividend for the year ended 38 Jure 2008 nor is it
in the foreseeable future.

ghts and ohligations of a material contract it
f the Material Contracts are confained in the

ital &Pre-Prospect

capital has heen raig e to this Prospectus.

ly paid ordinary shares. The rights
rn of the Company and, in certain
f the ASX, the SCH Business Rules

Every holder of Shares present in person or by proxy, atiomsey or representative at a meeling of
sharehoiders has one vote on a vole taken by a show of hands, and, on a poll avery holder of Shares
who is present in person or by proxy, attorney or representative have one vote for the Share and a
fraction of a vote for every partly paid share proportional to the amount paid up per partly paid share,
registered in sueh shargholder’s name an the Comparny's share register. A pall may be demanded by
the chairperson of the meeting, by any five shareholders present in person or by proxy, attorney or
represeniative, or by any one or more shareholders who are fogether entitled to not less than 5% of
the total voting rights of or paid up value of, the shares of all those shareholders having the right 1o
voie at that meeting.

Dividends

Dividends are payable out of the Company's profit and are declared by the Directors. Dividends
declared wiil be payahie on the Shares at an amaount per share determined by the Directors.

Transfer of Shares

A sharsholder may transfer Shares by a market transfer in accordance with any computerised or
electronic system established or recagnised by the ASX or the Corporations Act Tor the purpose of
facilitating transfers in shares of by an instrumsent in wriling in a Torm approved by the ASX or in any
other usual form or in any form approved by the Directors. The Directors may refuse 1o register any
transfer of Shares, other than a Proper SCH Transfer {as defined in the Corporations Act), whare
permitied by the Listing Bules of the ASX. The Company must not refuse 1o register or give effect to
or delay or in any way interfere with a Proper SCH Transfer of Shares or other securities,
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Meetings and Notice

Each shareholder is entitled to receive notice of and o attend general meetings for the Company
and to receive ali notices, accounts and other dacuments required to be sent to shareholders under
the Constitution of the Company, the Corporatinns Act or the ASX Listing Rules.

Liguidation Rights

The Shares rank egqually in the event of liquidation. Once all the liabilities of the Company are
satisfied, a liguidator may, with the authority of a special resolution of shareholders divide the
whote or any part of the remaining assets of the Company between the shareholders in proportion
to the patd-up value of their respective holdings. The liguidator can with the sanction of a special
resotution of the Company's shareholders vest the whole ar any part of the assets in trast for the
benefit of sharehoiders as the liquidator thinks fit, but no shareholder of the Company can be
compelled to accept any shares or other secarities in respect of which there is any liabllity.

Shareholder Liahility e
As the Shares are fully paid shares, they are not subject to any calls for money by the Directors £
and wili therefore not become lighle for forfeiture. s

Alteration to the Constitution

The Constitution van only he amended by a special resolution passed by at least 75% of
shareholders present and voting at the general meeting. At least 78 days’ wrilten notice
specifying the intertion 1o propose the resolutinn as a special resolution must be given, -

ASX Listing Rules ”

If the Company is admitted to the Official List of the ASX, then despite anything in the Constitution

of the Company, if the ASX Listing Rutes prohibit an act being done, the act must not be done, _
Nothing in the Constitution prevents an act being dons that the Listing Rules require to be dons, -
If the Listing Rules reguire an act to be done or not to be dane, authority is given for that act to be .
done or not to be done {as the case may bej. If the Listing Rules require the Canstitution to cantain -
a provision or not to contain a provision the Constitution is deemed tg contain that provision ar not “
to contain that provision {as the case may be). If a provision of the Constitution is or becomes
inconsistent with the Listing Rules, the Constitution is deemed not to contain that provision 1o the “
extent of the inconsistency, o
8.5 Options s
There are no Gptions at the date of this Prospectus. An entitlemant issue of Options 18 foreshadowed _
in Section 3.15. “
8.6 Directors’ Interests ws

Other than set out below or elsewhere in this Prospectius, no Director (whether individually or in
consequence of a Director's association with any company or firm or in any material contract entered
into by the Company} has now, or has had in the two year period ending on the date of this Prospectus,
any interest in the farmation or promotion of the Company, or property acquired or proposed 1o be
acquired by the Campany in connection with its formation or promotion or the offer of securities, or the
offer of the securities.
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Other than set out helgw or sisewhere in this Prospectus, no amounis of any kind (whether in cash or

Shares of aihermse been paid or agreed to be paid to any Director or to any company or firm with

associated to induce him or her to hecame, or to guabify as, a Oirector, or

endered by him or her or any company or firm with which the Director is
h the Tormation or promotion of the Company or offer of the securities.

Directors may collectively be paid as
ggate maximum sum per annum from
he current aggregate maximum is
rectors determine where a Director
scope of the ordinary duties of &
3y wlsoehre rermbursed for out of pockei gxpenses incurred as a result of their
ial duties. Executive Directors may be paid on commercial terms as the Directors

g immediately upon ASX listing. in addition, Graham Andersan will be paid
&g at normal commercial rates for his work as Company Secretary.

The Executive Director will be paid a package totalling $180,000 {plus GST, if applicable] for the first 12
morith perisd fram 1 Mareh 2007, conditional an ASX Tisting.

No Directors have been paid any fees prior this Prospectuys
Directors’ Shareholdings

The details of Direntors’ interests in the Shares when the offer is completed and ASX has approved the
Company Tor listing will be:

Director Shares
Graham Anderson 504,600
Peter Andrews 3,500,001
Craig Munro 256,600

Preparation of Prospectus

In addition {o the remuneration of the Directors described above, which become payable commencing on
the listing of Pegasus Shares, interests associated with Graham Andersen will be paid a total fee of
$201,000 {+ GST] for wosk for the Company since incorparation, corporate work an the preparation of this
Prospectus and the management of the ASX listing process for the Company. This fee is anly due and
payable by Pegasus upon the sutcessful Histing of the Campany,
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8.7 Disclosure of lnterests and Fees

Except as disclosed in this Prospectus, no promoter or any other person named in this Prospectus as
performing a function in a professional advisory or other rapagity in connection with the preparalion or
distribution of the Prospectus, nor any firm in which any of those persons is or was a pariner nar any
company in which any of those persons is ar was associatet with, has now, or has had, in the Iwo year
period ending on the date of this Prospectus, any interest in the formation or promstion of the Company,
or property acquired or proposed to be acguired by the Company in connsction with s formation or
promotion or the Gffer,

Except as disciosed in this Prospectus, no amounis of any kind {whather in cash ar Shares or otherwise]
have heen paid or agreed to be paid to any promoter of any other person named in this Prospectus as
performing a function in a professional advisary or other capacity in eonnection with the preparation or
distribution of the Praspectus, or to any firm in which any of those persons is or was associated with, for
services rendered by that persan in cannsction with the formation or promotion of the Company of the
Oifer.

Clavey Legal has acted as the Solicitors to the Offer and in thal capacity has prepared the Solicitor's
Repori in respect to the tenements and the material contraets. Clavey Legal has been involved in
undertaking due didigence enquiries in relation to the Australian legal matters and providing legal advice
to the Company in relation to the Offer. In respect of this work, the Company will oay approximately
$7.000 + GST for Prospectus services,

Al Maynard & Associates has prepared the Independent Geologists' Feport ineluded in this Prospectas,
The Company will pay approximately $5.000 + GST for these services. The Company has already paid
Brett Townsend $12.000 + GST for his work on the Independent Geologists’ Report.

Horwath Securities (WAJ Pty Ltd has prepared the Independent Accountant’s Beport incladed in this
Prospectus. The Company has agreed to pay §5-10,000 + 557 for this repart at normal commercial rates.
Horwath Acdit (WA} Pty Ltd is the Auditor to the Company. The Company expects to pay $10.000 + GST
for these services in 2006/2007

Patersans Securities Limiled will be paid the Lead Management Fee and Capital Raising Fee disclosed in
Section 3.8 and its out of pocket expenses (plus GST,

8.8 Consents
Each of the parties referred 1o in this Section 8.7

al does not make, or purport to make, any statement in this Prospecius ar on which a statement made
in the Prospectus is based other than as specified in that Section; and

by to the maximum extent permitted by law, expressly disclaims and takes no responsibility for any part
of this Prospectus other than a reference to its name and a statement included in this Prospectus with
the consent of that party as specified in this Section,

Allern J Maynard has given his written consent to the inglusion in this Prospectus of the independent
Geologists' Repart and to the inclusion of statemeants made by him, or statemenis said in this Prospectus
to be based on statements made by him in the form and context in which they are included and has not
withdrawn such consent hefore lodgement of this Prospectus with the ASIC
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Clavey Legal has given its written consent to the inclusion in this Prospectus of the Solicitar's Report in
the form and context ig which it appears and has not withdrawn such consent before fodgement of this
Prospectus with the

Méanager®

EXDENSES a miscellaneous expenses will be approximately $125,000 including GST where
applicable. TH& fes for preparing the Prospectus and the Lead Manager Fee is included in this amaunt,
Handling fees may be paid in respect of certain Applications Tor Shares as described in Section 3.8, up to
a maximum of $175,800 on the $3,580,800 sought by this Prospectus

8.18Legal Proceedings

The Directors are not aware of any litigation of a material nature pending or threatened, which may
significantly affect Pegasus.

8.11 Corporate Governance

The Board is responsihle for the corporate governanes of Pegasus and the members of the Board
recognise the nged for the highest standards of behaviour and accountability. When listed, the Board will
aspire to foliow ASK's Best Practise Recommendations for Corporate Governanes set by the ASX
Corparate Governance Council as far as they are practical and are within their capability, taking into
accouni the sive of the Campany, its available funds and i1s level of activities,

The Board of Gireciors considers that the Company is not currently of a size, nor are its affairs of such
complexity, to justify the establishment of separate Board committees. Actordingly, all matters that may
be capable of delegation 1o commitiees will be deall with by the full Board.
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As such, the Directors are responsible for setting the strategic direction of the Company and
establishing the policies of the Company. it is their responsibifity to oversee the financial position of
the Company and monitor the business and affairs of the Company, on behalf of the shareholders, by
whom the Directors are elected and to whom they are accountable. The Directors also address issues
relating to mternal contral and the Company's approach to risk management.  Section 2 of the
Prospectus containg more details of the Directars’ skilis, experience, and gualification,

The primary responsibilities of the Board include:
* The establishment of long term goals for the Company and strateyic plans to achieve these goals,

* Implementing adequate sysiems of internal control together with appropriate monitoring of
compliance activities and sstablishment of and adherence to sthical and environmental standards,

* Reviewing the results and findings of the external auditors, the adequacy of internal accounting
and financial controls and abtaining feedback on the implementation of recommendations made.

*  Reviewing and approving the financial reports of the Company and receiving the audit/review w
Teports, 0
* [etermining the remuneration of the Oirectors and senior executives as part of an annual review, .
having regard o a performance evaluation process, market factors; and, where necessary, ~

indepentdent remuneration advice,

* |mpiementing policies and codes of conduet to assist the Company and all its employees in
maintaining appropriate standards of behavinur, business sthics and integrity

* |mpiementing policies and programmes aimed at complying with all environmental statulory oy
standards and where standards do not exist, applying appropriate self-regutation. ”

*  Adapting praclices designed to identify and manitor significant areas of business risk and to

effectively manage those risks in agcordance with the Company's risk profile.  The stralegic _
planning process, which will be undated regularly, is the principal tool in this process. .
*  Evaluating and, where appropriate, adopiing with or without modification the ASX Carporate
Governance Council's Principles of Good Corporate  Governance and  Best  Practice “
Recommendations,
* Recognising that adherence to carporate governance standards and benchmarks s an evalving o
proeess by reviewing and updating the Comparny's practices periodically or when otherwise i
appropriate. s

*  Preparing, implementing and monitaring policies to ensure that all major developments affecting
the financial position and state of affairs of the Campany and any subsidiaries are announced to
ASK immediately.
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8.12 Taxation

rely on their own professional taxation advice in relation to an investment in

IC Palicy Statement 170 and beligve that they do
on the basis that the operations of the Company
th a wide range of potential outcomes that it is
recasi ar projection.

 Resporisibility

This Pragpectus fs.authorised
Corporatibns Law. The Directon
of the Corpafations Law

1th the ASIC pursuant to Section 718 of the
odgement in the terms of Section 720

ave consented in gt

Executive Direftor
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The following definitions apply throughaat this dosument anless the coniext requires otherwise,

Applicantis)

The persoris) who subrmit valid Application Forms pursuant to this Prospectus,

Application

A valid application made to subscribe for a specified number of Shares
pursuant to this Prospectus.

Application Form

The form so deseribed and atlached 1o this Prospecius.

ASIC

Australian Securities and Investments Cammission,

ASX

Australian Stock Exchange Limited.

Pegasus or the Company

Pegasus Metals Australia Ltd ACN 115 535 030, ABN 40 115 535 030

Closing Date

5.80pm Western Standard Time 6 March 2007

Directors

The directars of the Company,

Hectronic Prospectus

An electronic version of the Prospectius.

Existing Shares

The 14,790,001 Shares on issug as at the date of this Prospectus.

issue

The issug af Shares pursuant to this Praspectus.

Listing Rules

The official Listing Rules of ASK.

Lead Manager

Patersons Securites Limited ABN 69 008 836 311

Offer

The invitation to the pablic made in this Prospectus to subsceribe Tor
17500000 Shares.

Offer Subscription

The Offer to raise $3.500,000.

Opening Date

4 00am YWestern Standard Time 13 February 2007

Option

An pption to subscribe for a Share proposed to be issued as described
in Section 3.15 of this Prospertus

SCH Business Rules

The same meaning as in the Corporations Act.

Share(s}

Fully paid ordinary share(s) in the Company.

Vendor

Vistarise Limited
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