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This Prospecius is doted 14 February 2006 and was lodged with the Australion Securilies and Investmant Commission
ASIC) on 14 Fabrucry 2006, No Securities will be issued or allofied on the basis of this Prospechss afler Hs expiry dale,
being the dale 13 months alter the dale of this Prospectus.

Neither ASIC ner the Awslralian Stock Exchange [ASX] lake any responsibilizy for the conlents of thi
fal ASK mery list any of the Securities offerect under this Prospecius is not 1o be laken as an indication of the merits of
any of those Securiies, Aoy Resources Lmited fthe “Compary” or "Alloy"} or any aspect of the Offer

Prospecius. The fact

This Prospacius does nol consiiule an offer in ary place in whick, or fo any person o whom, it would not be lewfol 1o
meke such an offer The distibution of 1his Prospectus in jurisdictions outside Australia may be resricled By low and
parsons who come iro possession: of this Prospectus should seek advice on and observe ary such restriclions. Any
failure 1o comply wilh such sestiiciions may constitule a wiolofion of applicable securties laws. This Prospecius only
contains an iwvilation 1o ol Avsiralian and New Zealond residents 1o make an application 1o subscribe for Offer
Securilies pursuant 1o this Prospectus.

No parson is authorsed o give any information or o moke any seprasenialion concerning the Olfer not contained i
this Prospecius. Any information or represeniation conceming the Offer which is not contained i this Praspectus should
natl be relied upon as having been autharisad by the Compeany or its Diseclors.

Altbough the Company has issued his Prospectus in accordance wilh the provisions of e Coarporations Act applicable
i prospectuses, the Company spacifically ncies thet the Offer does not toke inlo accoont your speciic mvestrment neads
or objeclives. An investment in the Compary musl be considered spaculative. Accordingly, the Company urges you 1o
recxd this Prospecius in its enliraty before moking on Applicalion. i particule:, the Company draws your atterdion 1o those
matiers identilied by the Company as representing risks 1o the Company and any investimenl in the Compary fas sel ouw
in Section & of the Prospecius) in the contexd of your personal requirements anet the sk fadors, the Company
recammends thal you seek professions? guidance from your stackbroker slicilor, accouniant or olher professionad
aeiviser prior fo making ary decision lo apply for Securiies.

For persons accessing the oring vergon of the Prospectus, the Offer is oaly availatde 1o such persons acressing 1he
Prospecius from within Auskalic and Mew Zedland. The Prospectss may be accessed on the infernet o
wewrwe clllorres com. A person whao gives another persan access 1o an Application Form must at the same time and by
the same mens give the other person aeeess 10 the Praspecius fand any supplemeniary prospecus!. I requested, The
Company will moke available al no charge a paper copy of 1he elecironic Prospectus. No Application will be accepted
in electonic form Applications will anly be accepled i the witien Application Fom, duly completad in accordance
with the ferms of the Offer and accompanied by the relevant Applicalion Monies, is received by the Company or The
Shese Ragisiny prior 16 close of the Offer

A rumber of terms and abbreviations used in this Praspecius hove defined meanings which appear in the Glossary of
Torms 1Section 12} Al financiad amounls shown in this Prospectus are exprassed in Auvstralion Doliars unless olherwise
stted. Photographs used in the Prospectus are illusirative anly. They should rat be taken o imply that o paricular asset
is cwened by the Company.

Privacy

#vou apphy for Securities under this Prospecis, you will be required to provide personal informetion 1o the Compary
and the Share Regisiry. The Compary aad the Share Regisiry will collect, bold and use your personal information ir
Orgier 1o gssess your Agplication, service your needs as an nveston, providk
carry oul appropriale adminisiaion.

Hies and servicns thal you requesl and

All pessonal informeation will be collected in accordance with the Nalioral Privacy Principles as set out in the Privacy
Act 1988 The low requires thal some of the informalion is raquired o be collacied. IFyou do nol provide the informalion
requestec, vour Applicalion may not be able 0 be processed.

The Company and the Share Regisiry may disclose vour personal inforraction for purpeses releied 1o vour invesment 1o
their agents and service providers, including thase lisied below, or as otherwise autharised under the Privacy Acl 1988

ibe Broker

s fhe ASK ior the purpose of canliming complionce with the listing Rules.

Under the Privacy Act 1988, you may requesl access 1o your pesonal informalion held by for on behal of) the
Company of lhe Share Registry. You con teguest nocess 1o your personal informalion by islephoning the Compony or
tyy wiiting lo the Company or the Share Registry whose deteils ore i the Cormporate Directory section of the Prospectus.

if you have any questions about how or whelher to invest in the Company, you should contact your stockbroker,
accountant or financial adviser,
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CHAIRMAN'S LETTER

Diaarr |nvessior,

am defighled o present fie opporiuaity for you 1o subscribe for Securifies in Alloy Resources Limiled ["Alloy or 1he
Ceompeny”), & company with a primery f(x.LJs on gold exploralion and mining. Under tis Prospacus, Alloy is raising
$5,000,000 of new equity capital by the ssue of 25,000,000 Shares of 50.20 per Share. Zach Shove issued under
the Offer hos a free allacking Oplion 16 acire a Share in the Campeny al $0.20 per Option anyiime up unti 3 years
aher the Compeny is listed on the Ausiralion Stock Exchange 1ASX). The Company alse reserves the sight to accent
subscriptions for a fonher 10,000,000 Shares and Fee allaching Cptions by way of ovessubscription. The Company
intends o apply for bolh the Shares ard Options 1o be lisied on the ASK

Alloyy hias & diversified porflio of gold projects ranging from predevelopment proiects, most with JORC ore resources
in established rineral fields with sigrificant addional prospecivity, through fo a more grass rools explorstion preied in
& new goid provinee i of Weslern Ausiralicn. The Company s aiming 1o increase ifs exisiing
gold resource base on it udvun( od \f\'(}bIom ALJ‘\‘IG% on exploration projects ard then move into production as soon as
possible, subject 1o siotutory ond economic condilions being saifisfied. The Compary's strategy 15 1o reward

Sherehoiders by moraasing s gold resources, generaling cash How by mining those resources o provide inlemnc

funding 1o grow the business wilh the ulimeaie aim of providieg both capital growih and a dividend siream.

The Comperny is in & stong posilion for a small quld exploration and project development cormpany with a esource
besse of approximately 218,000 ounces on #s cohanced proiecs, excellent exploration potential with idenlified diilling
wrgess and a highly skifed and expesienced Board. Euch of te Compary’s Board members has complermeniony
skills ranging from applicalion of advanced exglomation technologies, development ard operalion of small 1o large
scale open cul and underground mining operations, plant construction and eperations, project finencing, comporaie
managemenl and govemance, project acguistion, ond lesement managenment.

The Company hos secured a T00% inlerest i the swo significant gold projects, CometWebb's Palck and Horse Well
These pr0|€3{ ts aleady conlain 218,000 aunces of JCRC complian! gold rescurces. A mine plon has alieady been
developad for the Comet Underground Project, based on a study carded out in 2002, There s excallent F‘Joienhc:d e

sChures

incrense the size of hese msources through driling exensions 1o the goid mireralisation dlong wel defined s

with coincident geophysical torgets thal indicate conlinuity of mineralisalion.

The Company's goal is 1o undergo o ransiton from explorer to miner as soon as po*“ibka Funds Form the Cifer will be
used Io finonce sepout exploration drifling and il drilleg 1o increase the size and conlidence of resources and 1o

muantily minable reserves ol both the Comer and Horse Wl projects. The Company's Board is aiming for eardy
explor(mon successes hal will mereose gold resouices o Comet and Harse Well in order o ensure the resource base
is sulficient for economically sobust mining operations. Mining feasibifisy stucies will be coried ou in parallel with the
axploration aclivilies 1o ensure plarning is well advarcad ond a quick tramsition car be made from explorer o producer

Plecse read though this prospecus caefully and prior i making any invesimeni decisions il is recommended that you
seek assistance from a professional firancial aevisor When you are satishied with the information provided in the
form and funds 1o the address provided or submit therm 1o your siockbroker

prospecius, send your comple
or financial adviser

The Board and ¥ thank you for your interest and fook forwerd o your investment in this exciting new gold exploralion
end rining company.

Peter Horold

Chairman




1 Key DATES AND (GENERAL INFORMATION

%.M.M

- Key Dates [(indicative)

(s Y

v Application sl opens ffollowing the Exposore Period) Tuesday 21 February 2006
Application sl closes Wednesday 22 March 2006
Date of dispalch of holding sictemenis Frickery 24 harch 2006
Date of quatation & Securities on the ASK Wednesday 29 dMarch 2006

Offer Statistics

Cfer Price $0.20

Offer Shares 25,000,000

Cfer Options 25,000,000

Shares o issue following he Offer 58,300,000
Cptions on issue folowing the Offer 25,000,000

Gross Olfer proceeds $5.000,000

Mrtkat Capilalisalion af the Offer Price $11.660,000
Forecas expenditire for 2 year period afler fisting $2.772,000

Net tangible assets per Share fundiited) 11.5 venls see noe)

Note: Bused on the Pro Forma Balance Sheat {efer o Section 104, and does not accounl for oversubscriplions.

Gald ore exposed i the Comet P
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INVESTMENT HIGHLIGHTS

The Campany bas an experienced leam of mining industry professionals with o skoag track record in minesad
explorstion, rining of smoll o large scale apen cut and underground projects, development and constnction of
mining prajects, ming operations, project finance, comporate monagemenl and lenement administiation.

The Company has securad quasity gold projects ol predevelopment and exploration stage, incomparating o
JORC gold resource base of 218,000 ounces conlained within hwo advenced projects that are locoted wilhin
fricking disonce to operciing mils. These e he ComerWebb's Palch project [CRC resource of 165,000
ounces) and the Horse Wall project JORC resource of 53,000 cunces).

The Compary has enlered into agraements 1o purchase 100% of the ComelWebb's Palch project and has
appliad o other surounding fenements. This profect has o JORC resource of 165,000 ounces. Gold
mineralisation af the project s apen aloag stike and depth, providing excallenl skuctural drilling 1argets. The
praject s focated within rucking distance o operating gol

srecirmant facililies.

The previous owner of ComerWebb's Paich project submitled a Nolice of Inter: 1o mine the underground gold
resource af Comel in 2002, and this will be reviewed as a passitle scenario for the Company 1o commence
mining of the Comel orebaddy. # is the Compary’s falenlion o carry aut iefill drilling and exgploration difling a this
resource 1o increase the size and conlidence of the gold resource. Other gold prospects in the ComeriéVebhb's
Patch project area wil be explored and reevalucied for congined gold resources thal could form the basis of o
mine development plan for the enire project area. Mining feasibility stucies will be carried out as soon as practical
witl: the cim of commencing mine developmert in the short term.

The Company intends 1o et ore from the ComelVWebt's Pach project through opersting realment facilities o
Mt Magnel which s localed approsimately 80 km from the Comel Project, mosly via sealed road access. Ore
)

freciiment through the M Magnel glart would be undestaken at arms length commercial rales. Access 1o this mil
should aecelerate the development of the Comet Project.

The Company has entered into agreements 1o porchase 100% of the Harse Well project. This projedt has o
JORC resource of 53,000 cunces. Gold mineralisation at the project is open clong strke and depth, providing
excellen! stuctual illing largets. The Harse Well projedt is localed within tucking distance of operating gold
frecimen facilites.

The Company bas two grass ook explorstion propedties. These are e 88 Creek project in the North Kimbestay

Region aned the Doyle's Dam project near Kalgoodie. Both projects offer exposure 1o previcusly underexplored

regions and e longer term exploration opportunities for the Company,

The Compeay's management leam has the experence 16 apply the most advanced exploration methads, wel:
elfective project financing techaigues, ard efficient mining methods o ensure o competitive
advartage for the Compeny thet will benet Shareha

shructused and cost

chars.




3 Devais ofF THE OFFER

Before deciding o invest in the Compary, polenticl Agplicants should carelully readt the enlire Prospectus, and in
parlicuiar, consider all e risk faciors thal could affect the finarcial perdormance of the Company

Description of the Offer

This Prospectus offers 25,000,000 Shares ot an Offer Price of $0.20 per Share, payable in full on application. Each
Share will also receive o free Oplion 1o aequite o Share al an exercise price of $C 20 per Oplior o anylime ugp unil
3 years alter e date of lising of the Compary on the ASX. The Company also reserves the rghl o cccep:
oversabscriptions for up o a uether 10,000,000 Shares and free ataching Options. The Securilies being offered under
this Prospectus comprise arissue of new Shares and Cations by the Company. The Shares 1o be issued under the Offer
will rank equally in oll respecis with each ather end the exdsting issoed Shares of the Company cfler completion of the
Chfer See Section 11 for defaiis of the rights atiaching to the Shares ond Opdions.

Purposes of the Offer

The pumposes of the Offer are 1o:

siopment capital expendituie of approximalely $2 772 000,

e [und working capilal requirerments, duties and bonds, general adminisiration and aperating costs of aporoximalehy
$1,708,000;

¢ pay the coss of e Olfer and Officicd Quolation of appraximetely $521,000;

s increase the public profile of the Company bath nationatly and inlemationally: and

e fund a hwo yeaor program of exploration and pre-de

s alow access to equity markets in order to fund fuiure growh opporunities betk through acaguisiions and other

business opportunities.
The Direciors bebave that, on completon of the Offer, the Company will have sifficient working capital o carny ot its
chieciives staid in this Prospectus.

Oversubscriptions

The Company reserves the righl 1o accepl subscriptions for up to on additional 10,000,000 Shares and Free attaching
Cptions in oversubscriptions {represertng up 1o on addifonat $2,00C,C0C) The miadmam armount which meay be
raised under his Prospecius is therefore $7 000,000 by the issue of a maximum 35,000,000 Shares and Oplions.

Funds waised fhrough oversubsciplion will be applied on on as needs basis 1o the projeds lisled in this Prospacius, used
feor new project aeguisition, and for additenat working capilal.

Sheuld the: Compeny issue the meximum amounl of Securilies under this Praspecius, it will have the effect of increasing
current assets and Shareholders” aquity / ret ssets shown in the Pro Forma Balarce Sheet summary in Toble 1 by ar
amount of $1,880.000 icller costs).

Financial Position

A sumraary of the Company’s Pro Fome Balonce Sheel is showr in Table 7, incorporaling the Balance Sheet as o
30 Seplember 2005 adjusied for the Ofter The assumptions undeddying the summary Pro Forma Aggregate
Beonce Sheel, Historical and Pro Forme Finaacial Ieformation and o detoiied Pro Forma Bakence Sheat are sel ous
in Seclion 10. This sumemey is based on a capilal raising of $5,000,000 under this Prospectus and does not accoun:
for crersubscrpiions.

|

Table 1 - Pro Forma Balance Sheet after Offer {assumes no oversubscriptions).

""".4,?41 255

':Currenni Asseais L :

NonCunent Asseis
Totat Assals - .
:-Curreni Liobilmeas _—

ot Liabilifies

"Sh{:f@hc} ders Equﬁy / E\éas Asaess




Asset Backing

Boysad on the Pro Forma Bodance Sheet detailed in the Historical and Fro Fomma Financial Infommation in Section 10,
the Company’s pro forma net langible assel backing per Share on a raising of $5,000,000 will be 775 cents al the
e of its Cificial Guotalion,

Dividends
The Diteciors cannct and do nol give any assorances as 10 the exenl, timing, level of frunking or payment of any future
dividends os all of the foregoing are dependenl upon a number of facions including the fevel of future eamings, the
amount of 1ax peid, he francial pesition of the Compeny, e operating conditions and future cash requirements 1o
fund growth

How to apply for Securities

An Applicaton can be mode only by completing an Application Form. Delailed insiructons on the correct methond
of completing an Application Form are included ot the end af this Prospecius ard fom part of the 1ems of the
Application Form.

The Application Form must be accompanied by a cheque, in Ausiralion Collars, for he application monies. The minimum
Application under this Offer is for 10,000 Ofer Shares and Oplions lrequiring an investmenl by an Applicant of
$2.000 Applicalion Manies) and thereclier in muftiples of 1,000 Offer Shares. Al cherues must be made payeble 1o
"Allay Resources Lmiled IPO Accoont” and crossed "Nat Nagoliabls”

The completed Applcation Farm should be serd 1o

By post: By hond.

Alloy Resources timid Securilies Offer Ay Resources limiled Sacuritas Offer

c/o Securty Transter Regisiars Py lid /o Securily Tromster Registars Py Lid

PO Box 335 770 Carning Highwey

Applecioss, VWA 6953 Applecioss, VWA 6153

e later tan 5.00pm WET an the Closing Dote. Payments by chaque will be deemed 1o be made when the checgue

is honroured in full by the bank on which i is drown. App
possib

icents are advised 16 lodge heir Applicstions os early as

S5y

‘o aller the Offer opens.

The Company reservas the right, in consuliation wilh the Underwsiler, 1o close the Application list ot any time dunng the
Offer Periad withow prior notice. The Company, i consultalion with the Underariter, has the tight 1o extend the Offer
Pedod. The Company does rol lend o accept Applicalions received alter the Closing Dale ofher tar in salisfaction
of the: Underasiter's obligaions 1o meel any shorfall in Applications.

Acceptance of Applications
The Compary rmoy cccept or 1e
fess than the nuraber for

ject any Application, or accepl an Application in respect of a rumber of Offer Securilies
which the Applicart applies. Accepiance of an Application by the Company creales o legally
binding contrad between e Applicanl and the Company for he number of Olfer Securities for which the Applicalion
is accepred. Acceplance of an Application only takes place on issue and afieiment of he Offer Securiies.

Where an Application is reiected, the Application Monies will be returned in full. | the number of Offer Securities aliotied
i e Apphcant is fewer fan the number for which the Apglicanl applied, the surplus Applicalion AMonies wil be

relume. Inleresl will not be paid on ary reumed Application Manies.

The Compeany wil issue and allot the Offer Securities thal are the subject of successfol Applications as soon as possible
aher the Closing Date andt fie gront of ASK permission for Official Quatation ¢f the Shares and Options, unconditionalky
or on cendilions accepiable o the Direciors.

Pending the issue and dloment by the Company of the Olfer Securities, the Company will deposil Application Aonies
in a separate vank sccounl and keep them there for so long as those Applications, or any par of them, are kable 1o
be repaid it accordonce with the Carporations Act and this Prospacius.




ABX Listing
The Comgpany will make an application & the ASK within 7 days alter the dale of fis Prospecius for the Compary 1o
be admilied 1o he Official list of the ASK and for the Official Quaation of al Shares and Oplions.

The fact thal ASK may granl Ciicict Gueiation of the Skares or Catons is nol 1o be taken as an indication of he meits
of the Compary or of any of the Shares and Cgpfion. ASK, its officers and employees take no responsibility for the
conlenls of the Prospectus or the sictemenis that il containg.

IF gremied, Officiad Quaeiation of the Shares and Options will commence as soon as is pradicable ofler e issue of
Security holding stalements 1o Shareholders and Oplion holding statarmaents to Optionholdears.

I permrission for Official Quotalion of the Shares and Options is not granlted or deemed granted within 3 months, none
of the Ofter Securilies wilf be issued unfess an exemplion is granted by the ASIC permiting soch issoe. IF no issue is
mada, all Application Monies will be welumed within fie lime prescibed by the Comorations Ad. Irlerest will not be

i i

wndd on any Apglicetion Monies tefunded
;

Clearing House Electronic Subregister System [CHESS)
The Compary will apply 1o the ASK to participale in the Secusitias Clearing House Electonic Subregisier System, knewn
as CHESS. Under CHESS, the Company will nol be issuing ceribeates 1o Sharehalders and Optionhaolders.

lstead, Shareholders ard Opliorhalders will raceive a sitement {gmilar o a bark accoant staterment that sels oul the
ruraber of Shares and Options sllofied 10 eack of thern urder this Prospecius. The rotice will also advise Shoeholders
and Oplionholders of their Holder dengfication Number and explain, for future reference, e sale and purchose
procedures under CHESS. Further stalemenls will be provided to holdess whick reflect any changes in their Shareholding
and Optionholding during oy subsequen: month.

Umdererfmg

The Offer is fully underwritlen 1 $5,000,000 by KTt Capitad Pry Ud. The Underwiiter is entilled 10 a managemen fee
of 2% of the: amounl raisad by the Company through the Underwiiter under the Olfer and an underwriting fee of 4% of
fhe amaunl aised by the Company fhrough the Underariler under the OHer The Company will also pay any GST
payvable in relation 1o any fees pavabie o the Underasiter. The Underwriler o the Oter end /or s nominees are enilled
o purchase Shares under ar arangement set oul in Section 11, and these Shares are considered 160 be held ty
Promoters and will be subject 1o escrow as described in Seciion 11 Details of e Underwizting Agreement, including
fhe circumstances in which the Underwiiter may terminate s obligations, is set aul in Section 11 of he Praspacius.

Overseas Investors

Ne action has been taken to register o qualify the Offer Secanites or ctherwise 1o permit a public offering of the CHer
Securilies, in any jurisdicion outside Auslialia and New Zecland. The disidoution of this Prospaciug in jurisciclions
outside Australia and New Zealand may be restiicled by low and therefore persoas who obioin o copy of tHhis
Prospacius shoukd inform themsebves abou:, and observe any such resirictions. Any failuze o comphy with sach resirictions

micry constiuie a vicklion of hose lows.

This Prospecius does not conslitule an offer or invitalion 1o apply for Cler Securifies in ary urisdiclion where, or & any
parson 1o whorr, i would nof be lowfal 1o issue this Prospacius.

Whese $is Prospecius has been dispatched to persons in jorisdiclions oulside of Austalia and New Zealand where the
securiies legisloion or requlation requires regist (}HO”] o any analogous reatnenl, this Prospecius s provided foor
informalion purposes only. This Prospecus bas nol been and wil not be reqgistered urder any such legislation or
regulation or in any such jurisdiction.

tis the responsibility of any overseas resident Applicant o ensure that ey comply with all kews of ary country relevar
o their Application. The returr of a duly compleled Application Form will be ioken by the Company fo constilile o
fepreserialion and waraaly mode by the Applican: 1o the Compary hal there has Been no breack of such laws and
that all necessary approvals and consenls have breen obiained.

The Cier does act and wilf net constitvle an offer of secoriies in the Uniled Siales. Furthermore, ao person ordinarily

resident in the Uniled Stales is permited 1o subrait an Application. # the Direclors befieve that any Af}phc cant is crclinarihy
a resicent in the Uniled Stales, o is acling on behalt of a persor or entily that is ordinarily a rosident o the Urited Staes,

the Directors will rejact thal Apphcant’s Application.

tis the msponsibility of Applicants 1o obtain all necessary approvals for the subscriplian for ary Ciler Securilies under
this Prospecius.



Electronic Prospectus

This Prospecius may be viewsed onling al waew alloyres. com. Applicanis using the Application Form stiached o the
alectronic form of this Prospecius must be residents of Australia or New Zeclard. No Application will be accepred
serl ir elecironic form.

Pessons who access the eectronic version of this Prospectus should ensuie that they dowelosd ard reard the entire
Prospecius. A paper copy of this Prospecius will be provided free of charge to any Austrelion or New Zealond resident
who sequasts a copy by contacling the Share Regisiry on (08} 2315 2333 duing the Exposure Pariad and the
Offer Perice.

Risk Factors

fvestrment in the Offer Securities porsuant o his Prospectus should be regerded as speculative because of the nature of
the Company’s proposad business. A summary of some of the risk feciors thal face the Compary are sef out in Section
&. Potenlial investors should read this Praspectus i full and consull their sioekbrokes, accouriant o independent financiol
aeiviser iF hey require further information on the nisks associated with investing in the Compeony belore subrmifing an
Application Form.

Taxation Implications

The Company does rol propese 16 give any laxalion advice and neither the Compary, its Directars or officers cocept
aay responsibiliny or liabifity for amy oxation consegquance Ihat mcy arise by parsons subscribing for Shares or Optioas
under this Prospecius. Inveslors should consult their gwn professional adviser in regerd 1o the taxeson implicalions of
subscribing for Shares or Oplions under this Prospecius

No Prospective Financial Forecasts
The Company is ar exploraiion company. Giver e speculative notwre of exploration, mineral developrment and
producion, there are sigrificonl uncerainties associcted will forecasting future reverue. On this basis, the Directors

believe thal rweiicble finandial forecasts cannol be prepared ond accordingly heve ol included forecass in this
Prospacius,
Erquiries

Fyou requite assistance fo compleie e Application Form o require addilional copies of this Prospectus, you shoold
contadt e Share Registy on [08) 9315 2333 I you are unclear i relation 1o cny maotier or are uncerlain as fo whether
the Company is o suilable avesiment for you, you should seek professional advice From your sockbroker, lawsyer,

cecounlant of cther professional adviser

Summary Only

The information sel ool i his Section provides o summary of the infermalion conlained in this Prospecius. Applicants
should read this Prospectus in it enfirety prior 1o making o decision 1o apply for Shares end Options offerad under this
Prospecius. 1 you have ary questions about investing in the Cormpany, please coniact your steckbroker, accouniant or
independent Erancial adviser




4 COMPANY AND PROJECTS OVERVIEW

Introduction

The Compary has aoguired o rumber of mineral exploralion lenements [see Section 8] with predevelopment gold
poiects and advanced explomation areas identified by the Dirediors that contain an exising JORC gold resource bose
of approximately 218 000 cuncas, which the Company believes are highly prospective with defined dill targels ready
for immediale testing.

Further detaits of the Company's projects are summarised in fis Section, and more delails on e geclogy, mineralisalion
and lerement slctus are presenied in Sections 7 and 8 of this Prospectus. The funds raised by this Prospectus are 1o be
used for a program of exploration, resource dilling and teasibility studies 1o advance the Company’s proiects with the
aim of commencing miring operations as saon os practiced, subject 1o starlory ard economic conditions preceden:
being satisfied

Strategy

kis the Compaay's infenlion o camy oul geophysical surveys, geochemical sampling, soctural studies, and drilling
progrems in and around the exdsting resources and advanced gold prospects. This exploration s designed 1o incresse
the resource irvenlory arocund mineralised zones with the inlenlion 1o develop mining operations and gold prodaclion.
The CometWWebb's Paich and Horse Well projects are focaled within trucking disiance of operating gold mills fhal could
frecs the Company'’s ore with the potential 1o generale an early cashflow withow: having 1o baild a plant.

Cn completion of he Offer, #

Horse Wall theough:

e Company's statagy s to increase mineral resources of Comel — Wabhy's Palch and

e difling wotkup sruchural and elecromagnesc targets along well debired trends of mineralisation;

e apphing innovative eleckical geaphysical exploration mehoddogies for tamgeling resource and explaration diling;

s using stuctural modeling o plar infill resource definition drifing:

e using exising drilling doio 1o dossify additional JORC resources; and
s camying ol feasibility shudies for developing open cut and underground mining operalions.

Geophysical surveys and drilling will also be underisken at the 88 Craek prospact in the North Kimberdey region.

Projects Summary

The Companys maior projects are located in proven gold producing disiicls of Weslemn Auslralia and are at the pre-
davelopmenl stage (proiadt localions are shown i Figure 11 Both the Comet\Webb's Patch and Horse Well projects
wilt be 100% owned, and have a combined JCRC resource nveniory of approximately 218 000 ounces of gold. The
main developrment project, CometrWebhb's Patch, curiently comiging a JORC resource of 165,000 ounces of gold of the
Comet Mine. The ather advanced project in the porfiolic is Horse Well, which comicins the Paloming Prospedt that has
a JORC indicaled resourca of 53,000 aunces of gold

Al oth the Comer and Palomine prospecis, the gold resources and mineralisation acears along well delined geological
stuctures, and gold rmieralisation remains open of deplh and along stika. There we several gold prospects al Comel
Wiehb's Paich where o large number of dritho schions corlain high grade gold nlersections, and there are ofher
arems where high grade drilling resulis sil clong sractural trends where Turher diifling is required.

@& Nt

The Company has enfered into a joint verlure agreement with Norh Australian Diamonds Limited (formerly Siiker
Rescurces NLU o e a majosity interest in the gold and other metal rights over ils 88 Creek project in the northern
Kirhery region of Wesler Ausiralia. Norh Augialion Diamonds Lmiled has ideniified this region as ar entirely new
gold province though the discovery of gold grains in stiears and soiis above prospects thal have been drill tested 10
prove the occurence of gold in the bediack. Morh Australion Diamands Umiled has carmed ool exensive axplaralion
o bring this project inte an advenced exploration sioge

The Company has developed an epithermal model for gold depasilion i this region and for difl 1egeting the source
of gold af 88 Creek and ofher prospects. | is the Compeny's infention to explore for econormic gold mineralisation
fhough the use of mnovative geophysical and temole sensing lechnalogies on the 88 Creek prospec. Exploralion will
aso be carmed out on olher prospacts and targets within the MNorth Kinmberley project area.
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Comet-Webb's Fotch Project

This is o pre-developmenl project tial also has advanced explorstion rgets. 11is loested 600 kilometes to the norhr
west of Perfr. It sils behween the mulianilion curce gold producing mines and lowns of M Magnel and Meekalharn,
20 kilomeles 1o the southawest of the historic geld mining towe of Cue and the Golden Crown — Great Fingali mining
centre, ond occurs near the southem end of the Tuckabianna gold mining corrider (see Section 7).

The Company has entered into an agresrent o purchase 100% of the project area from Big Bell Gold Operations Py
ld. The project acguisdion comprises a cash paymenl of $1,250,000, the issue of 5,000,000 Shares i Alloy, and
a $5 per cunce rovaly capped on e first 200,000 ounces of gold produced

The Corapany hos applied (o lenersents over open giound adjecent o he Big Bell Gold Operations Ply Lid lensments,
and a ieinl venture agraement was signed with Anglo Austalion Resources Limited that entitles the Compeny 1o ecmn
SO inleres! in their lerement E21 /115, which sits in between Comat and Webb’s Paich.

The Independen: Gedlogists” Repart in Section 7 of this Progpeciug provides a combined JORC rescurce al Come
conlaining 165,000 ounces of gold comprsed o

Inferred 3520001 @ 6.5 g/t gold ldesper zone below the Cormel pit with wide dill spacing)
Indicated ARC 0001 @ 5.8 g/t gold [shallow zone direcily below the Comet pifl

Total: 842000 1@

/@\
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g/t for 165,000 ounces
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Big Beli Gold Operations Pty ld submiliedt o Natice of lerl 1o Mine the Comel underground in 20072 1o the VWastern
Auvstrelion Degertment of |r‘adu‘t‘ry and Resources [DOIR] and Department of Planning and Iefiasiiucire. This submission
will form the bosis of the raview 1o be anderaken by the Company wilh the inlerfion of commencemenl of minirg
it Comel. The Cormpany intends 1o Ireat cre through operaing fociliies al Mi Magret which is locoted 80 kilomelres
from Comet, mosity on sealed roods.

The Comet orebody is open ot depth and along shike, and fere are walkup drilling targels for fesing the siike and
plunge exensions of the rescurce. Pods of remaant ore also sit mrhln the Comel, Comel North, Yenus and Pinnocles
oper cul mines, and these accurences will be assesse

A TEMPEST airbome eleciiomagnetic survey was flown over Camet and was processed 1o give conducivity informalion
ot a deph infervad of 5 meties down to 200 merres. The kaown conduciive gold-pysholitepyrite: mineralisation o
Cernet, Pinracles and Corr'oi MNarb shows up in the conduciivity d(, pi sfices af 80 melies depth, and & number of new
conductive: fargets show up fom 120 o 180 matres depth adjacent 1o the known mineralisation, andg along the some
minesadised ends in the west and 10 the soulh (see Bgue 2}

The existing drilling is eilher too shallow or rot in the comed looation 1o have tested the geological source of the new
conductive largets. The conductive turgets are inlespreled 1o be caused by pyrholilepyrite alleraion associated wilk
gold minesalisation, and their locations in refalion to knawr conductive ore zones provide evidence for plorge conirolled
axensions 1o he Comel resouce and new largel meas pofenialy extending the Comet mineralised struchure by over
v kilomelres to the southrwesl.

Addilional gold rrsénmoliwlion cecurs in the project srea o the Comet Norh, Pinaacks, Eclipse, Venas and Webh's
Puich prospects, ard the diiling data wil be evalugied for dassifying IORC calegory resources of these prospects.
Mineralisalion af oll of these prospects remains open af deptt and (:110[19 strike, ond requires diilling with o view 1o
defining further resources for miring. Exploration drilling will be cared aut along the Comel mineralised rends, adjacen:
praspects, and new targets within the proied area

A two year budger of $1,195,000 is proposed for he CometWeb's Poich project area. The Compary will focus on
drilling for exiensions to the minable resources, and drifling for bind ore shoots &t Comel in order 1o prove up gold
reserves. Mining feasibifity studies on ore cortained al the botlorn of exisiing pits and urderground will be cosried ous
concurrently with explorstion and esource definiion dilfing.

Horse Well Project

This is a predevelopmen: ard advanced axploralion goid project located G0 Lilomatres 1o the noheast of Wiluna in
Weslem Australia on the northem most extension of e Archaean Yondal Greenstore Belt. This greenstone bell hosts
the mulimillion oonce DadorCentenary, Branzewing ond Jundee gold mines. Horse Wl is 50 kilometras to the north
of the aperating Jundee Gold Mire [see Seclion 7))

These are a number of gold prospecis i the project area, ncluding the Palomino Prospact, and o lo e zone of brse
A

meil anomalisr i the easiern part of the lenement. Recenl resource eofeulalions on Pafoming by Mackay &
Schrallmen: see Section 7 of this Prospeciush provide o JORC resource of

Indicated 607,000 tonnes € 2.7 g/t gold, for approxirmately 53,000 ounces

Gold anomalism: beging close to he suface af Paloming, the minerslisaton remains open al depth and along strike,

and high grade goid infercepts from widely spaced diiling ocaur below the existing resource. There are lwo aperating
ore freatman facilities wilhie fricking distanca of the project area, the Wilina ard Jundee gold mines.

The tofal projed acquisiion cosl is o cash payment of $350,000 to purchase ¢l of the shares in Eskay Rescurces Py
id the: owner of the project i ASK lisling.

Through explorstion and resource definition dilling, he Company aims 1o define a minable open <ot reserve of
Pafoming and 1o discover addilional gold resources within the project crea. A two yvear budget of aporoximalehy
$788,000 is proposed for the Horse Wel proiect area.

The Company's focus wilt be 1o dill the stike anrd depth extensions of the known minerclisation, camry oul detailed
guophysical surveying, and undertake resource 'nL'Jd@If'r‘q and mining feasiility studies. Explrafu"im will Glso be caried
out on beth aevenced and rew targels within the under exploed greenstane ball gealogy in the project area.




88 Creek Project

This is un advanced exploration area focaled in the Norhem Kirberiey region of Westem Awshalia, some 150
ilemetres nomhrwes! of the fover of Kununura. The project area forms the cente of a prospective new gold province
identified by joint venture paddner Norh Aostralion iamends Limited {formery Sisker Resources N during regional
diamond exploration. To date, Nexh Austalion Diamonds Limited has spent approsémaely $1.600,000 an the project
e The projea sis e a 200 kiomele fong, nothwest rending line of gold anomalism i bolh soil and strear
S(}mp;é“ Three well defined prospects occur alang this regional rerd al 88 Creek, Magnesile Creek and Epithermal
Creek {see he Independen: Geclogists’ Reporl in Section 7]

The geclogy is comprised of broadly foided and foulted Proferozoic sedimenis and basalt lova Fows deposiled withir:
the Norh Kimberly Basin. Early indications suggest that gold minesalisation in this region is of en epithermal origie. Large
and smaller seale gravity and magnetic aromabies and isolated hills in the area are inerpraied 10 be cousad by bured
magmatic: infrusions that crre |ikt-“-1|y sources of e heal and fluids required io produce the gold mineralisalion. The
prospects siin o similar inrerplate, custabsesle geologicst selling 1o the Carlin Trend gold depasils in Nerada, USA;
which is one of the worid's fargest gold producing provinces.

Exlensive, high owder geochemical gold onermolies and visible gold paticles have been discovered in Proterozoic
sediments and basalt Fows that have charactenstic epilhermal alieration fexdures. Low grade gold was encountered o
the B8 Creck Prospect during shellow drilling [’Tlt’)‘*”‘ above 50 mekes depth) by Nonb Ausiialian Dicmonds Lirrited in
2002 This drilling conlimed a badrock source for the geochemice! gold Qrzomohes, and itis possible thal the intensity
of aleration ond gold grade will increase with dept

Geochemical surveying, mullispectral remote sersing, and some field mapping have identified other significant wargets
within the project arec.

The Compeny has emered inla o joint ventuie agreemenl wilh Modh Avstralian Dicmonds timited, whereby it con eom
an irdtial 5% equity in the project tenure for alf minerals and metals, except dicmonds.

Exploration to date has beer of a firsl pass ratre and hether axploration is required 10 test for large, higher grade
minesed systems al depth. An extensive axploration dalabose crected by Norh Australion Dicrmonds fimited hos been
reviewed, and evaluation of fiese data have lsad the Corapany o plan on induced polaission geophysical survey
and followup deep dri||inq i explore for the main source of the gold al B8 Creek. Gther largets in the project cres
will also be followed up with geological fie irgg, rock sempling and geochemicsd sampling. A hwao veor budge
of $700,000 is ‘[}I();{}Db&d for the 88 Creek ',)IU|€J(.§ arec,

Boyle's Dom Prejed
This proiect is in = mawe goid producing region localed 45 kilometres 10 he wesknonhrwest of Kalgoorlie. It covers

the Diend fe's Darr grarodiorite, where pravious explorstion has identified geochemicot gold anomalies coinciden to fouf
stiuctures wilhin the granadiorile.

The Davle’s Darm: ancenaies ocour i g smilar skuctural emd geological setting 1o the Golder Ciies ond Federsl open
i gold mines in the Kalgoorie region. These siuctures epresent walkeus drill iargets for fesiing e struciurally consolled
geachemical anomalies.

A two vear budget of $89.000 is proposed for the Devle’s Dam project area. Upaen gran: of Prospecting Licences,
the Company intends to il fest the well defired gructy ral and gold enermalies.

Proposed Exploration and Mining Feasibility Budget

The Campany proposes 1o adopt the following budgel 1o cary oul the exploration program ond the predevelopren
studdies on its projects. The proposed expenditure will be reli of the prograrss as they proceed.
Given the icherenl unceriginlies associatad with explomation, programs and budgers are subject 1o change ard are
dependent o the resulis of exploration adtiviies. This proposed budgel is based on a copital wising of $5,000,000
uncder #is Prospectus. Funds raised thicugh oversubscription will be applied 1o selecied projects on an as needs basis,
used for new project acauisition as opporunities anse and for dditional working capilal




Table 2 ~ Proposed exploration and pre-development hudget.

$200,000 "$250 Qoo -

“Resource drilling, assays, and survey

" "'-'.Exp|orat;on drifling, mqay‘a and <;U;\f@y """""" $é0,000 880,000 “$140,000

._"_"__::.._Geotogicol cmaé resouice consulionts " $100,000 '$IOO 000 T $200,000
.__:'__'-;:a@ophyacal ‘iu{\-@ymg ......................................... $35.000  $15.000 ~ $50.000 -
:---__3-_"-.'Geophys: i Consuim T 815000 $10,000 - $25.000

.. i [ng {:(:)‘;fs L $éo OOO T $éo O‘O‘O‘ $-| 20{{:}00

""'-:'-'Mcfmi Jurgical t@qitng OO S0 $20,000  $20.000 -
'_"_:."_-._:_Tenemem costs, nafive tile, managorn@n R $95,000 T $95,000 T $190,000 -
L '.:.'_"_"_'_'_sub“bm! '''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' $565 OOO ....... $63QOOO ”'.$],.79§,OOO -
Horse Well - Resource dilling, assays, ond suvey $180,000 " §150,000 " $330,000
e .'__'Exploratson dri[mg mqay‘a ond <;U;\f@y e $éO OOO e $éO OOO - $120,000
."“.'j'Ge-:«o[ogicol cmaé rescurce conslignts $80,000 T $80,000 .$1(:>O 000
Geophys;c{ﬂ QLJ{V@yihg ............................................................... $25 O‘O‘O T $20 OOO L $45 O‘OO
oty ot 0 w0 40"

Field costs U, $30 OOO T $30 OOO T $é@ 000

. Oi LJrgiC{}| t@qimg T $O‘ $.[é OO‘O‘ AU $]GO‘OO -

S :..:.'Tenemem costs, nalive fifle, managom@n N $20 000 " ~$20,000 o - $40,000 -
L T ".'subrofaf ........................................................................ $495,000 $383 OOO ....... $788 000 .
88 Croek ."'_'_"_'_"'._"Eprratson dri[mg 0‘5‘30\;‘3 o ‘SU?V@y ........................................ 0 $35tf> 000 $356.000 -
'_'"'._'.:_':_Gaophyszcal suf\feyzrzg ....................................... $90,000 $20 000 .$] 10,000 °
:.._GF&O[OQ!CN c:md goophysscc::i conguifinis . $30,00C s $éO OOO e $9‘OOOO :

' F[Od costs B R $30,000 L $éO OOO o $QO 000

"_-'_'Ten.emem {:.oéts,.'z.mi'ivé fitke, h‘aanag@m@né e $22,.OOO B $32 OOO o $54 OOO "
SUb“FOfO'f O DA DR .$?72,000 $528 OOO e $7OO 000 "
';D oyles Dam ___-..-Eprmmn Sy, meﬁ . QUN@y '''''''''''''''''''''''''''''''''''''''' 50 850,000 $50.000 -
LT : S $I¢% 000 $18 000 -
S $83 000 $89,000 3

....................... f(jfa[ ..................................................... $] }48 OOO $}(62‘dfooo $2,:772,800




5 BoArRD OF DIRECTORS AND MANAGEMENT TEAM

Board of Directors

Peter Harold — NorExecutive Chaiman, age 42

Peter Ha rold holds o Bachelor of Applied Science (Chemistry) from the Univsrsity of Melboume and is currently the
Mancging Direcior of Sally Moy Mining Limited, he ASX lisled Western Augtirdion nickel proc fucer He s alse o non
executive director of Uranium Resources PLC JAIM lised). Peler is a process engineer with aver 18 years comporale
experience in the minerals industry. Peler slanted his coreer with Shell Avsiralia in the commerciad division before moving
i Perh i work for Australian Consalidaled Minerals Lid in mesals markeling. Since then he has worked for a number
of gold and base melal miners in various senior managemen! xofes specialising In operations, markeling, reasury and
fnarce, business and project development ard coperate managemen!. He has developed o strong netwerk in the
mining irdustry and has excellent cortacts witkin the resource barkirg and stockbroking fratemity in Australior, Asia,
Europe and Norh America

Dr. Jayson Meyers — Managing Director ond Generad Manager Explaration, age 41

Jeryson bolds o Palb in G@Op} WSS, ."\“.5(: Ooocf(*m sy, BSc in Cuoky}y is a member of he AG and ASEG, is a
Diteclor and Principx s Potentials Py i, o geciogical and geophysical consulling group,
and is porl time at Cunlin Umvorkny as an Asso{ icse Professor in the Depatmen: of Exploation Geophysics. He has
v ]5 years of mesouice indusiny experience with various exploration. and mining companies, E.fe.c:luding Gt
Centresl Mines.

Peter Hepburn-Brown ~ Execulive Direclor and General Manager Cperalions, age 48

Peter holds a BSe in dining Eng inoeing, Grad Dip i Humon Resources, is o member of he Jnslitute of Engineers Aust
and is a Norrexecutive Direclor of [berian Resources Limiled and Gleneagle Gold Umited. Peter is a mining engineer
holding First Class Mining Tickets for Wastern Ausirclic, Yicioria and Queensiand. He works a3 a consullant mining
engineer and operalions advisor, and formerly held positions with Siberia Mining Corporalior, as Direcior Operalions
for Harmony Gold (Ausiralic), General Manager for Greal Central fines, and waorked on mining operations for MNiugin
Mining and Westerm Mining Corporalion. Peler has aver 25 years of mining industry experience.

Kevin Hart— Nomexecutive Disector and Company Seastary, age 43

Kevin holds o Bacheior of Commerce Degree and is o Charered Accoortant. He is o Partner of Endecvour Corporate
Py Lid, an aacvisory fiems that speciclises in the provision of Compary Secretaricd services 1o ASK listed entilies. Kavin hos
aver 22 years of professional experence with various public compeanies, mostly in the exploration and mining indusiry.

Management Team

Bernard McAdliffe — Gereral Manager, coge 44

Besnard has over 25 years exploration and mining ndustry experience across a range of commadilies, having held
fechnical ard senior property raonagement posilions with BHP Minerals Lmiled, Aghlon Mining timded ond Anaceada
Nicke! Lmited. More recenty he has bean consulling in e areas of proiect genesation ond project maragement. He
has exlersive expedience in tenerment and ralive litke mancgermant,

Mathew Cooper — Ceaphysicot ond Geologics! Consullant, aoe 33
(& ¥ ) L
Malhew holds a BSe Hors in Geophysics and is a Director and Gereral Menager for Resouice Polentials Phy lid.
Ha hoss aver 11 veoss of explorgion ond mining industry experience
¥ d 2] Y



6 Risk FACTORS

ivestors should be awere that an irvestmenl in the Company invaives risks thal moy be higher than risks associcled
with an invesiment in sorme ofher companies. Carelul consideration should be given to aff matiers aised in this Prospectus
and the relkrive risk factors prior io applying for Offer Securities. Some of these risks con be miligated by the use of
appopricle sofequards and actions, bal some are outside the contral of the Compary and cannat be mitigated.
Prospective inveslors in the Company should consider the risk factors described in his Section, together with 1he
infermation conlained elsewhere in this Prospecius, belore deciding whether o apply for Offer Securilies.

General Risks

Factors such as nfalion, nterest rates, levels of 1ax, laxalion few and accoorting praclices, government agisialion or
infervantion, rakral disasters, social upheaval, and waor may have an impac on prices, opesating costs and marke
condilions generally. Accordingly, the Company’s fuiure possible revenve and operations can be affecied by 1hese
factors, which are beyord the conirol of the Company. Genera? movements in loesl and imernationa? stock markets
and ecorormic conditions could all affect the market price of e Company’s Offer Securilies.

Exploration Success

The mineral tenements of the Company as described ir this Prospectus are at various slages of exploration and potentic
investors should undersiond that rineral exploralion and development are bigh risk undestakings. There can be no
assurance thal explomaion of the project areas described in this Prospectus, or any ather lenemenis thal may be acquired
in the future, will result in the discovery of on economic ore deposit. Even # an apparenty vicble depasit is idenified,
tere is no guaranies tal i can be economically exploiled.

Operating Risks

The operalions of e Compary may be alfecled by varous faciors, including failure 1o focate or idenlify minescd
deposits; failure 1o achieve predicled grades in exploration ard mining; operalioral and echnical difficullies
ancountered in mining; difficullies i commissioning and operating piont and equiprient; mecharical fasilure ¢ plant
breckdown; unanticipated meiallurgica! problems which may affec extaction costs; adverse weather condilions:
indusrial ond emdronmental accidens; indusiial disputes; ond unexpecied shorloges or increases i the costs of
consumablas, spare parls, planl and equipmen:

Heving been incorporated in 2004, the Company hos ert operaling histary, alhough it shoold be noled thet
e Company'’s Direclors have bebwean them 5|t;n|f|(.(:1r:r oparahonc experience. No assurances con be given that the
Company will achieve commercial viabiity firough the suce a:.{u exploralion and/or mining of Hs lenement interests.
Unlil the Compary is able to redlise value from i projects, il by 0 incur ongoing opesaling losses.

Resource Esfimates

Resource eslirmates are expressions of judgmert based on knowledge, expetience and indusiry praciice. Eslimetes which
were vedid when eriginafhy caleulated may alier signific her new information or lechniques become available. In
aeidition, by their very noture, rescurce astmates are imprecise ard depend 1o some exlent on inlesprelstions, which
mey prove |o be incccurale. As hurther iﬂ[‘t’)f’“ﬂ(} ion becomes available hiroogh odditonat feldwork and analysis, the
aslimates e likedby 16 (.h(mqo This ey resul in alferations o development and mining plans which may, in um,
achersely oifect ’ho Compary’s oporuhom

Economic Factors

Factars such as infalion, corency Huduation, inleresl retes, supply and demand and ingustrial dissoption have an impaoct
on eperaing cosis, commadity prices and slock market processes. The Company's fulure possivle reverues and Share
and Option prices can be affected by these feciors which are beyond the contral of the Company ond the Directors.

Government Policy Changes

Govarrraen! policies are :.l,b|€3{> o review and changes from lime to lime. Such changes are kel 10 be beyord the
conlial of the Company and may affect indusing profitability as well as the Company's capacily 1o explore aad mine.
Al priesen, the Company is nol awerne of any eviews or changes that wouid alfect #s tenements. Ho\f\f@vel; changes in
community cliftudes on maters such as taxalion, competilion policy, envisenmental and indigencos land rights issues mery
tring wrhoul reviews and possibly changes in governmenl poficies. Thare i a risk thal such chemges may affect he
Compeny's exploration plans o its Tights and obligations in respect of #s lenemants. Ay such govemmend aciion Moy
s require increased capilal or oparating expendiures and could prevent or deloy cenain operatians by the Compary.




Commodity Price Volatility and Exchange Rate Risks

Fihe Company ochieves success leading io mineral production, the revenue it will derive through the sale of
(.():.T]E.T]O{.]lleeﬁ‘}&: exposes the polential income of the Company to commodity price and exchange e risks. Commiodizy
prices flociale and are afecied by many foctors beyond the cortrol of the Company. Such facions include supply and
deraand fluctualions for precious and base matals, lechnclogical advancernents, forwerd se it

gy ackviies and other
macierecoromic facors. Fathermore, ineralional prices of varous commaodiies are denominated in United Stoies
dollers, whereas the income and expenditure of the Company are and will be taken e account in Ausiraliar curency,
exposing the Company 1o the fluctualions and valatitity of the rate of excharge between the United States dollar and
the Australian Doller as defermined in intemational merkels.

Environmental Risks

The operalions and proposed adivilies of the Company are subject 1o State tnd Federal lows and reguiation concerming
the ervironment. As with most exploralion projects and mining operations, e Company’s aclivilies are expedtad 1o have
an impact on the esviorrmend, parlicularly il advarced exploralion or mire d@v@lopmem proceeds. |His the Cormparys
infention 1o condud ils activities o the highest siondord of environmental ebligation, incliding complionce with al?
enviranmental laws,

Title Risks and Native Title Risks

Inleresls in lepements in Auslialia are governad by the espective Slate legislation and ore evidencad by the gransing of
beenses o leases. Each license o lewse is for o specific lem and carres with it enrual expendiure and reporling
commilments, as well as other condiions sequirng complionee. CO”]H(‘QJOF‘”} the Company could fose fille 1o or ifs
inferest in lenemenls # license cordifions are not met or ¥ insufficient funds ore ovailable 1o mest expenditire
comilments,

I{

tis also possible the, in relation o fenements which the Company has on imerest in o will in the Jhae acquire such
an inleres!, Here may be areas aver which lec ative fille rights of Aberiginal Australians exist i ralive fitle rights
do exist, the ability of the Company 1o gain access 16 lenements (i rough ohigining consent of any relevant landowner],
or to progress from the exploralion phase 1o the development ard mining phoses of opesaions may be adverseby
affecied.

The Direclors will closely monitor the potential effect of notive tille claims involving tenements in which the Compary has
or ey have on inerest. Reference shouid be made 1o the relevant section of the Solicitors” Report sel ot in Section 8
of this Prospecius for information on he issue of lide and a description of the native tile regime i VWestem Australia.

Legal Risks

The inlreduction of new legislalion or amendments 1o existing legislation, devetopments in exisling common iaw, or the
respective interprelation of the legal requiremenis in any of the |Og{;| jurisehictions which govera the Cormpany's opeiations
or contaciual obligations, could impac adversely on the assets, operations ard, oliimately, the financial perdormance
of the Corpary and its Shares and Cptions. In additon, there s o commerncial isk fhal legal action may be laken
against the Company in relalion 1o commercial matters.

Stock Market Conditions

Share market conditions may offect the fisted Shares and Options regardlass of the opersfing performance. Share morke?
condilions are affectad by many facors such as the general economic oulook, movermenis in, or oullock or, ineres
rates and irflution wies, curency fluctualions, commodity prices, changes in investor sentiment towards paricular merke
seciors and the dermand for, and supply of, capilal

lrvesions should recognise that arce fhe Securties are subject 1o Oficial Quaoiation, the price of the Securities may fall
as well as sise. Many faciors will affect the price of the Securities including local and inlemational stock markets,
movements in inferest Tales, economic condiions and investor senliment generally. in addition, world events affect the
price of Securites In various seckors. Such avenls are unprediciabie and their impact on individual companies or markets
is bevond the conzol of he Compeny.




Unforeseen Expenditure Risk

Expenditure may reed 1o be incurred thal has nol been foken inlo account in the preparalion of 1his Prospectus. Although
s Company is not awase of any such addilional expendiure requirements, if such expenditure is subseqguent ;
tis mary adversely affect the expendiue proposals of the Company.

y ICurTed,

Additional Financing Requirements

The Direciors expect fal the praceeds of the public copiinl raising will provide sufficien: capial resources o enable the
Campeny 10 achieve iIs inilial business objedives. However, the Direclors com give ao assurances thal such obiectives
will in foet be mat withool futute borowings or futher capital waisings and il such borrowings or capilal raisings are
required, that they can be oblained on terms fovourable o the Company.

Uninsured Loss and Liability

Exploration for and developraent of minercd deposits involves hozerds and risks that could resull i the Company
incorring losses and liabililies 1o $ird pasties. There is a risk thal the Compeny may not be insured againg oll losses or
fobilities that could anse from its operations. IF the Company incurs losses ¢ hich are nol covared by ils
insurance policies, the funds aveitable for exploration end developmenl wilf be reduced and e value and /ar 1erure
of the Campany'’s assels may be of risk
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Summary
This Independent Geologisl's Report has beer prepared by Mackay & Schaelimana Pry Lmiled for inclusion ia o
Prospacius 1o be issuad by Aloy Resources Limited ["ARL". The Report covers gold exploration projects ComerWebi's

Patch, Horse Well, 88 Creek and Doyle'’s Dam all siucted in Weslern Ausiralia.

Comel-Webb's Potch Froject

The ComerWWabhb's Palch Project area covers around 158 square kilomelres and lies approximotely 20 kilormeres
souheast of Cue and 60 kilometies rorbmaortheast of AMounl Magrel in the Murchison Mineral Field. The project covers
prl of o rorthecs: lrenchng greenstone bell localed al the southarn end of the Tickabianna Shear Zone which has been
traced regionally over sorme 30 kiloretres ard is o 1o twao kilomerres wide

Gold miring activities wilhin the project area before the 1980s wuos largely Bmiled 1o infe
I the lale 1980s, open pil mining was undedaken al te Comat and Pinracles deposits wilh production being
638 335 omnes o 345 g/t goid In the 1990s, hither production from the Pinnacles, Eciipse, Yenus and Comet
North deposits amounied 1o 545 147 onnes of 2.24 q,«"' geld. dost of this producion came {'rorrs. lodes corraposecf

of chlortequarizacinalie banded madic unils with around 10% kon sulphides o the CometEcipse mineralised trened
This grend s known to exend over 2 kilometres of stike lenglh aithough the siruclure exiends aver some 4.5 kilomehes,
The nerby subrparallel YenusPinnacles minerslised Irend, hosts a aumber of lodes developedt in banded son fomcation
at the Pinnacles deposit and an irorich sediment within a domsinantly mafic sequence of the Vienus deposit.

smittent underground mining.

The gold prospacivisy of the ComerWebby's Pateh Project area is considerad 1o be high with exploration potertial being
| 2] 9
presenl in the quaniified resources that are krown o Be present as well as in exlenrsions o e resources of depth and

along sirike.

Al the Comet deposit apphdng o fower curoll of 3 g/1 geld and an vpper cut of 25 g/t gold, @ JORC CODRE complian:
resource hos been esflimaled as folf

Inclicated Mineral Resource 490 000 womnes at 5.8 g/t gold
Inferred Mineral Resource 350 000 omnes at .5 g/t gold
Total Mineral Resource 840 000 onnes at &1 g/t gold

Exploration potertic at the Corat deposit s presant al depth below he quantiied resource and along stiike folierwving

the sarae shear slructuse that bosts the Comel, Comet North and Ecilpse depaosits.

Al the Comar MNoth and Edlipse deposits, remnant fonmages here been reporled cithough ro JORC Code complion?
resouice appeots 16 have been eslimaled. These depasits cansliiie sxpioralion torgets thal wariant both the estimation
of resources utlising the existing datehase and the results from further exploration drifling.

Cusside of these three depasils on the CometEclipse rend, exploralion polential alse exists over e soubrsoufnaestarr
exlension of the mirsalised reed where two blind t"ondudiviiy targels iderstiad om o TEAMPEST aithorme EM survey
represent urlesied difling targels of depths below sudace of the order of 125 mefres.

The necity VenusFirnades mineralised trend, hosts a number of lodes developed in banded #on formation ot the
Pinnacles deposil and ironich sediments within a dominantly matic seguence al the Yenus lecality. These daposits occr
alorg the crest of the Comet anvicline and these are sigrifican porlions of this rend which are nol adequalely tested by
drilling.

Al the Pinnacles deposil, ocated 200 metes nothwest of the Comet deposiz, an Bxplazction Target has been estimaled
based upon a compalerized assessiment of over 19000 melres of diifling. The Exploation Targel range for the Pinnocles
daeposit comprises a lower range sstimete for fresh rock malerial and an upper renmge estimale based up on bath axdde
and fresh rack domaing os follows:

Loweer Range Pianachkes Exploration Torget 150 000 omnes at 3.1 g/t gold
Upmizr Renge Pinnackes Exploration Trget 400 000 wmnes at 2.1 g/t gold

Future evalustion of the existing dilling database of Pinnacles is recommended to appraise the contials on mineralisation
and conduct furher driling as o basis for an estimation of potenlial resources. i addilion, porfions of the YenusPinnodles
mineraiised fend presently untesied by drilling should be rargeted in future investigations.

In the eastem sector of e project area, the Webb's Paich deposit has been assessed on the basis of a compulerized
assessment of over 2500 matres of drifling as representing an Exploraion Target. The Exploration Torge! range for the
Wiebh's Patch de sposil comprises o fower range eslinate fur fresh rack malerial and an upper renge estimale based up
on bt oxide and fresh rock domains as follows:



lower Range Webb's Paich Exploralion Torget 3 500 tornes a1 4.2 g/t gold
Upper Range Weblb's Paich Exploration Target A4 00 tornes al 4.7 g/t geld

The rineralisalion present af Wabh's Paich is reporled 1o be open o depth and along stike 10 the south. G further
inerest in the eastern portion of the project araa is driling evidence of a southerly continuation of the mineralised rend
associated wilh the offpropesty abandoned Friar oper cut and concepuat stuctural torgess associcted with poordy
axposad norhmortheasterly rending shears wilhin Explaration Licence 207531

From a broader perspeciive, much of the exploralion work in the ComerWebb's Pateh Projed area has concentratad
on the shaflower pans of the known sinuciures af the Comel, Pianacles and Webb's Patch deposits, wilh B#le work hering
been compleled in ofher areas. There is, therelore, jusiification for a more regionally Based investigation of the portions
of lhe projea area thal have nol beer explored that includes areas covered by susticial deposils, ncluding Iransported
overburden. In this coniexd, the geachemical and geophysicol anamadies, induding discrete conduciive torgels idenifiad
by an aithome eleciomagnetic TEMPEST survey, generaled by earlier work and thal have not yel beer fofowed up
well werant investigalion.

ARE proposes 1o give pricrly 1o resource definilion activities which will oo include melaliurgical lestwork with: the overal;
aim of increasing the minera resources for assessmenl by preliminary financial scoping sudies. In parallel, ARL inlends
sequentially 1o advance prospects within the projedt area by relining 1ege! areas using modern geophysical methods,
including subraudio magnetic lechnigques, and where warranted cormy out furtber evaluation phases aimed of delineating
polertial additonal gold resources.

AR has allocaled $565 000 for the fisst vear and $630 000 for the second year of exploration over the Comel-
Webb's Paich Project. The tole! budget is herelore $1 195 000 aver two years.

Horse Well Froject

The Horse Well Project is centred some 50 kilomenes natthmortbeas) of the Jurdee Gold #dine and covers o porlion of
the norhern Yandal Greenstona Belt in the Warbarian Mineral Field. The project area covers appraxirmately 216 souare
kilernatres

Modam gold exgloration began of e Horse VWell Projed area i the early 1990s. Prior to this #me, goid exploralion
of the lesrain within the proiect area had been of a corsory noiure and Emited 1o brief reconnaissance surveys.

Following the discavery in the mid 1990s of major gold deposits i the Yandal Greenstone Bell 1o the south of the present
senament, Horse Well has been continuoushy held for the majority of the pericd as part of a karger lesement bolding which
has changed ownership on several occosions duing the period. Progress in advancing the area covared by the prasen
Harse Wall Praject has been gained by successive RAB ard RC dridling progiommes which bave demonstiraled the area’s
prospecivily by oufining a moderately sized gold deposil al Poloming. In addition, several ather less well defined gold
prospecis were identified mairly associcted with sdicilied auriferous shear zones in stuctorally contolled ervisonmanis.

There is olso evidence of gold anomalism refaled 1o miemal granioid intusion contad zones and geidsilveriend
mireralisation assaciaied with an exholative borizon in eastern pans of the project area.
A recent JORC CODE complian: resource estimale hos beer prepared for the mineralisalion present a the Palomine
deposit applying a 1 g/t gold curef and an upper cut of 107 g/t gold as folows:
Indicated Oxide Minasal Resource 153 000 tornes al 2.7 g/t gold
Indicated Transtional Minarsl Resource 147 000 tornes al 2.9 g/t gold
Indicated Frosh Minesad Resource 307 000 tornes al 2.7 g/t gald
Tolal Indicated fineral Resource A07 000 tornes al 2.7 g/t gold
The drillace spacing is nol yet adequate for the resource estimale prepared 1o daie 1o be regarded as delinitive. There

is a nead lo improve dilthole density in the upper levels of the mineralisation 1o provide a more ossored catagory for
ese resources. Further axp

cralion of Paloming is alse warnaniad o invedigate the minesalisation prasent both along
stiike and ot depth, pasticuloy reloted 1o plunging shoots within the en echelon shear syslem.
frike ard of depth, pasticul lated to plunging shoots wilhir fhe o shear syslem

Future explomcion beyond the Paloming depasit is whaolly wslified over several knowa prospects which so o have not
been evaluated comprahensively, paricolady from the viewpoin: of the shucture! orenlation of the mineralisciion present.
Furthermaore, excraination of e existing driling ard geochemical dalabase shouid alse be conducied in order o identify
new areas for exploration within the project area which have: so far received lifle aiention or where previous work was
shawn 1o be ineffective owing to sansported overburden and deep weathesing. In this regard, it is recommended thes
the exising aeromagnelic data should be reirterpreted ond cugrmented where necessary in order o define untested
concealed stuctural argats.




The proposed exploralion programme by ARL is 1o concenrate on diifling out the rear surface gold resources o
Paloming and nearby advanced prospects as o precursor 1o scoping studies.

This programme will include a comprehensive review of e exisling daicbase followed by drilling which will include
RC as well as core drilling for metcdurgical fesiwork and geotechnical purposes.

Drillig is planned 1o et for addiional mineralisalion assacialed wilh exploation targets idenifiod within the
arec with the aim of increcsing potential gold rasourcas. ARL plan 1o reprocess aisbome magrelic dea and conduc
ground geophysical surveys using gravity and electicnl methods, including subaudio magnetic lechniques, befler 1o
define subrsortace shear zones.

The oshmulod cost of these explorstion activiies for the first year is $4C5 000 and ir the second year $383 CCO giving
of $788 COC over twe years.

88 Creek Project

ln 20C1, evidence of gold mineralisalion was discovered for the fissl fime within the remole project area which covers
some 320 square kilomatras of highly faulled Proterozaic Kimbedey Basin sediments and basalic voleanics. Fallow up
geochemical, mulispecal imogery and aeremagnetic surveys aided i the delinition of three areas of immedice
interast inchiding the BB Creek, Magresie Creek and Epithermal Creek Prospedts. The magt promising of these proved
i be the: 88 Creek Prospect where most of the subsequenl initicl difling was cartied out which proved highly aromalows
gold geochemicad values and low level subhorizontal gold minerclisation manly wilhin sandstone horizons. Subsequen
due d|||qonf e geochemical sarmpling in 2003 fargely validaled eatlier work but because of the Bmited scope of this
investigalion: il failed malerially 1o advarce knowledge on the exlen, sile and liming of the gold minerdisation.

gt

A proposed model for gold occurence of 88 Cresk Prospect envisages o heat cell genersted by a buried infrusive
souce focussing gold tearing fuids along near verical conduits where aorthery, norrh\-\»esrerh and northeasiedy
frerding stuciures inlessecl. A surface, the core of tis hydiathermal adlivily appears 1o be reflecied by o manio of
pyraptrdlile alleration that is invariably bamen of gold becouse the heod fiows are o high for geld to precipilate
Beyond this core region, gold precipitales out within cerlain horizons where lower lemperatuies prevailed associcled
with silicorsulphide aleration beyond the zone of pyrophylite aheration and where olher clay aleralion and zon oxide
alteralion occur. toe siage movement along regional faulling in the area has displaced he clery allesation zones and
o some locrdites appeass o be nked o mineralisstion suggasing o complex developraens hislony.

-sulphide and

This prefiminary model f
iron axide alleration zones evident rom il

;0 @REain the sutrharizontal contel on gold

w3 af 88 Creek.

i is recommended hal future exploration is focussed upon developing diilling largets using electical geophysicad
techniques, delailed geological mapping and mlaled shdies o the 88 Cresk Prosped. Geophysical surveying,
inclucing modem resistvity cnd Induced Polarisation surveys wsing 3D methods, should aim to delineale stuctarally
contciled largets which hove the copacity 1o contain elevated levels of minerlisation and 1esl the oree for he
aceurrence of concealed inusive bodies. Success in delinealing such features wil ransform the presend enigrmatic skl
of the known gold minersliscion 1o a more obust exploration model for defailed invesligalion which moy also be
applied o explore olher less istensively investigaied gold prospects within the project area.

Exploration proposals by AR for the 88 Cresk Projed include e definition of diill largess using modemn geophysical
lochnicues and rapping in the vicinity ot the most advenced 88 Creek Prospact. Following this initiat exploration phose,
ARL propose fo diill test the defined geophysical and siructural targels.

The estimaled cost of these exploration adivties for the firs vearis $172 000 and in the second year $528 COC giving
[ $700 COC over two years.

Bovle's Dom Preject

{'.m(}: COns G e O{'

The Daoyle’s Dam Proiect is sitoated some 50 kilomelres westneribwest of Kalge
approximately 19 square kilometes i the Coolgardie Mineral Fiald

The Devle's Dam project arec has until recent fimes attracied fifle atlertion. Eolier gold exploration was mainly focussed
on adacenl greensione sequences and therelore coverage of the Dunnsville and Dovle Dam Graradiarites which
urderie e project area was limied 1o small meas where adivity wes of reshicted scope

In recent years, the imporiance of graniloid infrusions within e greenstone sequences has been recognized as playing
a sigaificent role i prodocing mineralised cccommodation shears. Similer structoral features foliowing  rorth
rarthwestery and more dominarty norfroheasiery rends hove been identfied within the projec area over the
ille ard Doyle Granodiortes and these conslitute conceptuct goid exploration larget zones. The impetus for more
dmm o] Oxp]Ol{AIOH of these rones is ene DJr{Jqod by the recent discovery of gold minermlisation in an andlogous
regional seting within a granodionie complex i the ’(u|goor||0 reqion.




Rekstively recent gold exploralion over he project area lvgeted the granadiorile inlrusions with o first pass auger drilling
programme which identifed several geochemicaly anomalous zores with peck values of 48 ppb and 55 ppb gold
on achocenl dill fraverse lines spaced 1000 mekres aparl. These devated values aee inferpreied 1o fie close 1o
inersacting stiuctural lineaments evident from ceromagnetic date. Addilional exploation waork is therelore recommendad
i investigate further the cufined anomalies.

ARE propase 1o advance he Doyle's Dam Proiect by diill lesling the defined s
A bugget allocation has beer made for fis puipose of $89 000 over two years.

ural xrgets for their gold polential

Genaral

All the proiects mviewed are considered 1o be prospeciive for gold with varous degrees of prospecivity. The maie firug
of fukire exploration activities is to build on resouzces in the ComerWebh's Palch Project area by further evaluation werk
i enhance the defined resource Base and follow up or ofher targels with similar gims. A simifar approac will be
folowed al the Horse Well Project in paraliel with these adiviies, gold exploration will be pursied over the 88 Creek
and Dolye’s Dam projec areas. The results of these invesligations will have a significant impact on prospectivity of he
wrgess and prospects idenitied in his independent Geologists Repart

Exploralion budgets prepered al His e by ARL for aff the project arens may change over fime as exploralion resuls

coma 1o hand: consequently the present budget alacasions reflect cunent inentions.

Infroduction

By way of o leter daled 3 March 20035, Mackay & Schnelimann Py Limied was engaged by Aoy Resources Limited
AR o prepare an Independent Geologis’s Repon on the Cormpany’s mineral exploration project areas. The purpose of
the Report & for inclusion i a Progpectas o be issued by ARL o raise up o $5000 000 with pravision for aversubseriplion.

For the purpose of the Comorations Law, Mackay & Schrellmann Py Limited and Johr Garlick were irvolved in 1he
preparaton of this Indeperdent Geologists Repor for inclusion in ARLS Prospacius and have nat been involved in 1he
preporation, authorisation o issuance of ary olher part of the Prospectus.
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This Independent Geologisl’s RBepor has been preparad in accordance with the Vaimin Code thal is binding upon
5 F 2]
members of he Ausiralos ute of Mining and Meallurgy and applies to repons prepared alter 1 Agdl 1998
bas besn prepared {}{:(:Oz'd{}n(:@ with mifas and quidelines of the Australian Securilies and investments Commission
i « guidelir
and the Auskalian Slock Exchange and in accordance with the JORC Code 2004 edilion.

Mackey & Schrellnonn Py Limited s o minerals indusiry consuliing e localed af 4 Llawsence Averue, Wesl Perth,
Wiestem Australio. The company was incorporsted in 1565 and has operaled as a gedlogical consuliancy since then.
t has been resporsibie for e preporation of a considerdble number of geological reports and waluations for various
UG

Johe Gardick, 84 Sc, Maraging Direcior of Mackay & Schrellmonn Py limdted, assumes overall [(}spcmsl?}'l'i foor shis
hdepaaden u(‘D|O(JI‘: s Report. He has more than 10 years relevan experdence ard is o Fellow of he Ausiialasiar

i

Instisuze of Mining ard Melalugy

Marlin Reyrokds, B Sc., Director of Mackay & Schrellmane: Pry timited, has been responsible for parts of the Comel
Wehb's Paich and Homse Well report sections. Markin has more than 10 years of relevar experience: he s a Fefow
of the Austodasian slitute of Mining and Metoilurgy

Neither the authars ner Mackay & Schrellmenn Py tirsted has or bas had any meterial inleresl in any of fhe minercis

i

ew, Mo previous commarcial relalionshin hos existed betwean ARL und Mackay & Schnellmenn

asseds under re

Pry Lisiiled.

Aarckery & Sehnedmarn Pl Limiled has had ne inpos ino the formalation of any of the minersl propeties under review:
This Independen Geologists Reperl has been prepared sriclly as an independent report. Fees for the preparation of
fhis Repan are being charged at $850 per day whilst expenses are being reimbursed af cost. Payment of feas is in no
wory contingent upon the conclusions of this Independent Geologisl’s Report nor on the outcome of the proposed
Prospaacius issue.

The conlents of this Independen: Geolagists Repart are based on veports and dala beld By ARL, reseorch undestaken
at e Depariment of indusiry and Resousces, Perfh, Wester Australiar andt site visits. R(}soom.h of publicly auaiiable
vs was underlaken by Mackey & Schaelimann Py trited as part of the due diligence

megerial on all the proper
process. Dacuments and reporls reviewed are cited in the Bibliography, which constiues part of the Independen
Geologisl’s Repor. Copies of published material and other publicly available docurments o the properlies are held o
the Depariment of Industry and Resources, Perth, Western Australic. Unpublished mealerial not pub

it the offices of ARL

i

y evariiable s held

A sile vist wers made 1o the ComatWebb's Patch Projact area on @ and 10 March 2005 Sile visits were made 16
Horse Well and Doyle’s Dam paciect areas on 3 April and 5 Al 2005 respaciively. A site visit was mode 1o the
88 Creek Project arew in Februory 2003 as pan of an earlier assignmen for another compearmy daring which drill sites
were inspaciad along with obseration of fie alleration and stle of mineralisation present

ARL has waranied in writing $hal full disclosure of all malerial formeion in its possession has been rmode and that 1o
the besl of #s knowledge and undersianding, such information is complete, occorale and ue. ARL has sialed thal al
the mlonmation provided moy be presented in his Independent Geolagisl’s Report and that none of it is regarded as
conlidential. ARL has reviewed a dial of the Independen: Geologiss Report for carection of mallers of facl and
rotification of materal ormissions.

Sueh infermation as is aveilable has beer vilised 10 dllow an infermed appraisal of the mineral assels. Al malerial used
in preparction of this Independen: Geologisl’s Report is udged to be reliable. However, in instances where work
urdercken is poorly documented, such circumsiances are noled in the body of the Independenl Geolagist’s Report.

ARL hers o seislfesctony and dlearly defined explorstion and expendilre programime which is reasonable faving regornd
i #s slated objectives. Sufficien| Oxpk)[{*‘zon hars taken place in the pasl o years to justily the budgeled exploration
and expendilure programme.

Mackery & Schnellmann Pry Limited has nol investigated the legal aspects of he enements and agreemenis. Present and
future: implications arising f..om lerrag ard condilions relating 1o jenements sad agreements have rat beer investigated.
These mallers are considered elsewhare in the Prospecius, in a report by Wiight legad, konvyers,

For he purpose of this Report, i is assumed that ol lenements and agreements are and will remain in good sonding in
the smmediate fuure and thal enements are o will be wholly or particly benelicialy owned by ARL

lnvestigations relating o presenl or fure native ditle claims have nol been underlaken. Potential consequences of
exploreion and mining an e and endangered o and fauna hove ot been assessed. These matiers are outside
our experise cnd opinion on possible consequences should be sought elsewhers,



Mackay & Schrellmarn Py Limiled has given consent in wailing to the inclusion of $is Independent Geologist’s Repornt
in the Prospectus 1o be issusd by ARL in the form and context in which 4 appears ard has nol withdrawn consent prior
By s issue.

in the lollowing report subsections, where previows explorstion is concermned, full details on the ec

hrigues employed are
ol necessarily given iF they are standard for the minerals indusiry

Where measurements are given i source documends i imperial units these have been converted to the melric s
i some instances his may resull i apparent minor discrsponce

i fgures due to rounding. Some resource estimates
e given it source doacuments 1o grecter degrees of precision than are warranied under the JORC Cade. Where these
have been appropnataly sounded o, This can olso result in apparenl minor discrepancies.

Comet-Webb's Patch Project

Locotion and fccass

The ComeFéWebi's Palch Projed area is sivaled some 20 kilometres southeas! of Cue and 60 kilometres norfiracrthecast
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of Mount Magnet in the Cue and Day Dawn dislnicls of the Murchison Minerc? Feid
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Aceess o the projed area is by way of the gravel Wondinong Road theal runs ecsisoutheasiery fom the Great Northarr
Highway af Coe. Al a dislonce of 17 kilometres fom Cue, there is the turn off 1o the south which leads over a distance
of sorme 6 kilometres 1o the area. Thersaber, exploration tracks may then be fo
further 6 kilometres 1o the Webb's Palch area.

: . i . o E
cweed in g southeaslery direciion for o

The project area may alio be reached via a gravel road previously used for badling ore. This gravel road joirs the
Gieal Mortherr: Highway some S kilomelres norf of lake Avstin al Mainlend and wons i ar eastnortheasterly diection
for some 13 kifometes to he ComerWWebb's Patch area. By this woue, the road distance from Mourt Magrel to the
Comet and nearby Pinnades gold deposils is around 70 kilomees.

Mosl parts of the project area are accessible by four wheel drive vehicls iolowing numeroos explomalion and grid line
fraacks. Ace arhy good.

ss 1o all praviously mined and rehabililaied sreas is parkcy

Topegraphically, the project area s dominanied by northeaslery rending rdges of moderste reliel which reflect
underying stuchred greensione sequences. Beyvord these elevaled areas refiet is sobdued over sheebwash ploing
composed of unconsclidated colwium and low windblown sendbonks. Regelih and fandlom elements are believed
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i be the resull of both relict and presen: day pracesses ard some areas of known mineralisalion are concecded by
iteritised ransporied averburden.

The climede is arid 1o sembarid, with ar average annual wainfall of 200 mm. The majorily of the project aea supports
fow sparse sciub on rocky ridges and beyond areas of low mlge ard sucalyplus woodlands.

All exploction requirements need o be brought in o the project area as no infrasiuchse exists within the leremenied area.

fenamenis

The ComelWebb's Palch: Project area comprises aineleen tenemenis with an agaregete area of around 158 square
kilomares. The senements form & contiguous area compeising: Mining leases 21/8, 67, 68, 71, 72 8C, 81, 88,
Mining tease Applications 207508 and 21/164; Exploration licence 217110, Bplomtion licence Applications
21/7%15, 121 ang 207531 Praspeding ticence 21 /629 and Frospeding Licence Applications 21/621, 641, 642
und 20/1931.




Geaulogy

Regional and local Geology

The Project area covers parl of a norheas! #ending greensione bell localed at the southem end of he Tuckabionns
Shear Zone. %o the east of the shear zone is a sequence of malic and ulramadic voleanic and miusive rocks wilh
banded iron formation that has been folded in 1o a syncire. To the west of the Tuckabiarna Shear Zone there is o felsic,
matic and ulramatic sequence foming an entiform. Granilaid rocks hove niided the greensione sequence.

The bediock sequence bas urdergore deep weathedng and much of 3 s covarad by gedogicnlly recert superdicial
{ t 8] Y L Il
mcgerials.,

Structure

The Fuckabionna Shear Zone lrends norbmorthecst over some 30 kilomelres ond is one o two kilometes wide. The
zone has been interpreted as part of he 180 kilomeatre long M Magnerideekathars Shear Zone. A laler imerpretation
is that the A MagnetMeekatharra Shear Zone is in fad a series of splay faulls off the regioral Moyages Shear thal is
localed o the wesl Witkin the project area, gold mireralisation is associsied wilh o series of norrrorheasiary rending
stiuctures parallel wilh the dominanl regional struciurad rend. These mineralised siuctures indude the CometEclipse and
VerusPinnacles Irends which are associaled with fauling parallel to bedding i close proximity 1o ronrich sediments,
inclugiing sheored banded iron formation, and malic voleanics. Several other significant shear trends have been
mapped thoaghou the project area which parallel the dominent nothrorhecsery regional frend.

Mineralisation
ln the region, gold is hosied by banded iron formadion ard ather iron rick rocks and by mafic rocks, porphyry and
grange. Historically, gold has also been produced from laterile and alhwial deposits,

Al e Comel deposit, gold rineralisation occurs in awvo unils knewen os the Upger Llode and the fower lode. Separaiing
the two fodes is an unmineralised basah unit while overlying the Upper Lode is anather basall and the Tale Chlerile uni.
Both of the lades contain magneite ard have been lermed mineralised bonded iron formesions.
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Composiionally, the lodes are chiorteguarnzadinolile bonded  malic onits wilh around  10% iron sulphides,
predominantly pyrhotile. The mineralisstion is confermable with the focal statigraphy and dips 1o he souheast o
moderale argles. The mineralisation is known 10 exlend over 2 kilemetres of sitke length from the Eclinse to the Comer
North deposits athough the stucture exlends over some 4.5 kifometes where it s poorly lesled by diilling southr
southwast of the known gold depaosits.
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Within the lode at the Comel deposil, both steep notherly plunging ard shaliow southery plunging ore shoots have

buen interpreted 1o exisl. Higher grode malerdal bas been comsidered o be associoted with deflections of the
- ) 4

mineciised shucire.

The Pirnocles deposit that is siveted 200 mekes 1o the norhwes! of the Comel deposil is hosted by o banded iron
formetion 10 1o 45 mekes wide. There are thitleen lodes known that range in thickaess kom 1 metre to 10 mefres. The
e inverpreied os steep dipping.

Thaleidic basedls and dolesile host he Webb's Potch minerdlisction that is presert in one main lode thal dips al 45°
foveverds the rorhmonheast. Flunge of he mineralisciion on the plone is 0% jowards the notheas: Hisloric workings
and eviderce Form dilling in the madem e demonsirate thet same of the gold mneralisalion in fis aree is prosemed
o porphyry dyke inusions.

Previows Explerotion

The ComatiWebb's Paich Projed aren was he subject of adtive mining operations up fo 1996, These is ¢ large vohene
of date ovalluble oo activilies relaling 1o the mining operctions bl much of this rateriad is nol directly relevant 1o the
presen! prospeciivity of the project area In the {D|=.O\N|r3.§ repon seclions andy those maliers perinent o the fulure gold
exploration ard resource potenlial of the proied area are presented.

Exploration 1976 to 1986

As part of an extensive FAOTATame of base metet cnd qdd explomtion that was undertaken 1o the norh of the [argsesnt
ComerWabh's Paich Project area, five rack chip samples were coliscted from whal s now the extreme northeas! of
Exploration Licence Apph( alion 207531, The a(}mpk*« were anclysed for gold but no results were obigined greater
fhar the deteclion limit of G.1 g/t

Exoloration 1987 1o 1991
Exploration was undarlaken under two separale prograrmmes.

gy fease 21/81 apet fom its southen
s dala were acquired and interpreied aad dilling was undertaken

The first programme coversd an orec largely @qu'vokﬂm o the prasent i
axlremily, Aaromagnesic

RC drifing of 30 holes for 2078 melres was completed 1o investigate the Webb's Palch stuchure willin the presen:
Mining Llease 21781, Samples were coliected over one melre intervals with aliemate samples being submilied for
gold analysis. Where a gold content of gracter then 0.1 g/t was obtained, the adiocent aompbb wiere alse submitied
feor (}'Kﬂv‘xh Seven of he holes {@s.l_m@d one matre infervals of grealer tan ¥ g/ gold with the highes: resull being
1055 g/t korm 23 matres associaled with melasediment in cortact with porphyry cad another hole relurmed a one
mere inferval al 872 g/ gold fom 72 matres olso in meiasediment. Othes results of inferest, in separale holes,
included 3 .68 /1 gold over 1 mete in meichasall rom 46 mewres and 104 g/t gok d over metre in banded iron
formeation from 11 metres. These elevated analyses were obioired Fom on ares largely covered by Iranspored
erverburden rom localities exlerding over a 5 kilomatre sinke length

The second programme mainky covered potions of he concealed greerstore succession within the present Exploralion
licence Application 20/531, porls of the southern: portien of Explorulion licence Applicesion 21 /121 and off propeny
ground o thes sculh. Again ceromagnetc data were acquired and inlesprelad bul the principle explomation 1oal over the
presenl project area was vacuun: drilling for some 7800 metres and 148 melres of RC dilling.

Vacoum driling was caried out over extensive areas of he central porfion. of Explor(ﬂion licence Applicaton 20,/531
at 50 maire intervals along lines spaced 200 melies apart and o small area south of Mining Lease Application 21/164
row within Exploration teence 21/121. Holes were difled 1o depths of up 1618 melres githough mast ranged up 1o
5 metes: diill peneliation was limited 16 dry uncansolidated matericl. In all, rine positive bottora hole samples retumed
assays at or above 010 g/t gold for o maxdmom of 0.33 g/t Cher cesulis of interest incuded 2.75 g/t gold for o
ack chip sample collecled from the norhem porion of Exploration Licence Application 20/531. Cveral, the
progresnme resulls were inconclusive becouse o the meffective penetration of the vacuum difling techrique for o
significant proportion of the driling. Twoe dosely spaced RC hales retuned low gold values with o mexirum of 0.26 g/
gold over a 2 mete inlerval.

Exploration 1987 to 1989

RaB chilling was underlaken over an ares thal covers much of what are now Miring lease Applications 20,508,
217164 ond Exp|0r{}*’or1 Licence Appiic'c:ﬂf}fm 21/712% andd 217115 Inal, 129 shon reconngissance: boles were
drilledt ot nominal 100 metre intervals o long widely seporated and selected lines for 2056 melres. Purpose of the drilling
WIS 1O CISCaran 1h@ bedrock sequence beneath soil and ransported cover: gronite was identified in the west wilh



greenstone bell wock types occuring in the east with the contad being o faut. Four metre somples were coleded and
anatysed for gold and arsenic. Gold results wese generally low but 14 sample nlervals ielumed gold values at o above
C 10 g/t with a maximum of 014 g/t

The programme was successiul in idenifying continuity of the greenstone succession under cover particulorty easl of the
CometPinracles orea and wilhin Exploration: licence Application 21/115. However, because the drilling melhod did
nol effeciively penetiate ransported  ovesborden congistently the  averall effectiveness of the programme  was
comprorised. Additonal work was recommended but rever caried oul.

Exploration 1990 1o 1994

An area was explored thal covers parts of the present Mining Lease Applications 20/508 and 21,164, Exploralion
licance 217110, Exploration licence Applications 21,7315, 217121 and 20/531 as well as Prospecting Leence
21/629 and Prospecting licence Applic:olior“ 2071931, 217641 and 21 /642 Adivilies appea: 1o hove been
reshicted to feld recornaissamee and an inlerprelation of aeromagnetic dala aparl from some drifling to the wes! of the
VenusPinnacles send that is paricdly within the norhem part of Mining Laase Apph(.ohf}r: 21164 and wdioining areas
nowe wilhin Zxploralion licence Application 21,/121

The drilling cormpleted amounted 1o 203 short RAB heles for 1692 metres. Heles were al 10 melre cenfres on a series
of saven taverses some 400 mefres apart and orienlated easksoutheast. The drilling wos inlended 1o o3t 1he inferpreted
greenstone-granite contad and may hove been ineffecive owing 1o the shallow nawre of the driling. Composie
samples were collecied over 4 mefre inlervals and onalysed for gald. Resuls were qu‘(*r{]”‘}f leser excopl for a 0.18 g/
gold analysis kom the southemmast line of holes within Mining lease Application 21/164.

Exploration 1993 1o 1995

An area thet covers most of the prasent Exploration Lcence Application 20/537 was explored duing the pariod
Activities comprised geological mapping af 1:50 COC scale, the ceguisition and inferpretation of aeromagnesic daks
ond limitedt rock sampbng.

Two lateritic ironsione lag somples were collecled from whet is now the eost cenired porlion of the Exploralion Licence
Application. The samples were anclysed for gold and aseric: bolh reumed less than the detection limi ol 1 pob gold
wilh the arsenic resulls also being low.

Euploration 1997 1o 1999

Much of the present area of Exploration Licence Appli
as well as a large area exlending o the norheasl.

ication 20/53 1 was the subject of exploration during the pericd

Geological mapping wos complated at 1:10 000 scale.

Soll geachemistry wers underiaken o 50 melre spacings with 2149 somples being collected in ol around one third of
the sampling is within the present project area. Seil fom 300 am depth was :.c.r@@n@d a5 men and submitted for BEG
anahysis for gok > samples were also anchysed for arsenic, copper, lead, zine and nickel. Generally elevatad
resulls of o few ppb gold were obigired i the western pant of Exploralion licence Application 20/53 1 with fhe highes
spot values in the norfhweslemn part of the lenement rarging up 16 73.5 pph.

Fleven rock chin samples were collecied along with four samples of old dril cottings. All of these samples were collected
aither within o very close to the current property area. A gold result of 384 ppb was abiained from one rock sample
in 1he central parl of Explomtion Licance Application 20,/537 with he next highes! result of 24 ppb gold being focated

i e nortfeast,

Subsequertly, a 22 hole for 864 metres RAB drilling programme was complated rear whal is now the v.‘(x%i&'-\z'r"
boundary of Exploralion licence Application 20,/531 . The holes were compleled on three caskwesl lines at 100 matre
spacings. Samples were 5 melre ¢ Ompomlos thet were anclysed for gold with end of hole samples being analysed for
wrsenic, copper, lead, zine and nickel. The highest gold I{*&,U“ was 143 pp’} over five matres. The individual one rastre
sei npj(*a for the inferval were analysed wilh the bc*sl result being 179 ppb gold. The dominanl rock typas encountered
were ultrarafics and malics but rho holes do not appecr 1o have been oplimally sited will respedt 16 e anomalous
sodl and rock geacherical resulls.

Exploration 1990 10 1999

1995 0 1996, a major geolo
ares including thal around the Webb's Palch daposit thal is within he ps fessis wias on siiuchure
end the contrals on minealisation. Patrographic descriplions were ‘.{)mplt'ar(ad 0N s:uile of 28 rack samples.,

cal mapping programme wes c:omp?e\I@d at '5[}00 scale thal covered o large




A shoet hote diiliing programme was underlaken subsequantly in what is aow pan of Mining lease Application 20,7508
where an eastwest line of RAB koles was difled due north of the Comel deposit. In all 18 inclined holes for 263 metres
were campleled al intervals of 12 mekes. Samples were collecled over tree metre infervads and analysed tor gold.
Na elavated resulls were obicined with the highest being 4 ppb. Note thal these holes investigoied the westesr
greenstons contact wilh granileid lerain and were nol silaled along stike from the Comet deposit siuctre.

A major exploration programme ivolving geological mapping, aeromagrelomeiry susveys, soif sampling, RAB drilling,
aircore drilling, RC drifing and dicmond core dilling was uneeraken much of it norhracrheast of and along stike Fom
fie Comet deposit bal also in the men covering parts of Exploration licence Application 217115 A significar
proporion of this work was ousic currenl project crec apar kom a few holes in a thin siig of Miring teose
Applicatior. 20,508 thal is immedialely east of Mining lease 21 /72 covering pars of the northerly sirke extension of
the ComerEclipse rend and a norfrrorheastesty rending struchire 1o the souheast within Exploration Licence 23 /115

The work conlimmaed the rorhword exiension of the Comet deposit stuciure with a best inlerseclion of 2 metres o

1 .66 g/t gold.

Exploration 2000 to 2005

Six deep RC holes were drifled at the Pinnacles deposit for a 1otad of 1352 mekres. Samples were collected over one
mete inervals and analysed for goid, s asenic, copper lead, zine, molybdenurm and tin. Duplicate and siandord
samples were also incloded with the souine samples both al the rate of T i 30 All six of the holes infersecied
minerafisciion of greater than 1 g/t gold with the best inlercept being 10 metes of 2.14 ¢/t fom o depth of
102 metres. The holes were intencied 1o test for down dip exensions of e near surfoce mineralisalion.

ln 2001, a geological siudy was underlaker over o farge area het coverad much of the present Comet\Weblby's Patch
Project area. The purpose was 1o use geological mapping and interprelation of high resclution aeromagrelic daia
o generate gold terges for further exploation.

Five tarcels ware genaeraled that e wilthin the mresenl tenaments. Four of these are located in whal is now the weskam
4 2 ! _
wirl of Explorction Licence Application 20/531 with two of the torgels being Fexures in the nonbmonheast rending
. R 2 & 4
sticture and the other two being areas of interpreted demagnetisalion. The ibh 1arget is in the north of Aining tease
21 /81 dhongy shike Fom the Webb's Palch mineralisalion and is clso an arsa of inferpreled demaagnetisalion.
4 )

Around the same fime, a sudy was completed on the regalith geology of the present Camel Webb's Palch Projedt are
as part of ¢ much larger area thal exended considerably 1o the west

Exisiing geochemical dala were reviewed in the Eghl of the interqretadt regolith. As o resut, nine aromalies were
generated wilhin fie present project area, three near the Comel deposil and the balarce in the Webb's Patch vicinity.
Aninspecion of ore of the anomclies near the deposit showed that shis was alicbuiable 1o alluvial wesh kom the deposit
and thus did nol warrant furthe: vestigation.

Two of he anomalies in the Webb's Palch area were explored by aircore and RAB drilling. in all, 23 aircore holes
were diilled for 1422 metres plus 1 RAB hole for 78 metres. Infial samples were colleciad over four metre intervals wilh
one mele samples being taken where elevated gold results were oblained. Botiom of hole semples were also laken
aver one matre. Analytical delerminalions were for gold plus a suite of 14 other elements. Geochemically aromalous
qgold resuls were obizired from drillholes o both anomalies athough generally of less thar 1 g/ The best result wos
7 metes of 095 g/ gold. The gold anomabism was considered 1o be assodiated with ransporied maierals.

ln 2002, the resulls of an aithome Er TEMPEST survey pubiished in 1999 were reviewed. The suray covered the
current CometWebb's Paich Project area and beyond and was flown along fighl Fres spaced 200 metres apar
orientaled norbwest to southeast The review undertaken by the explorer of these data focussed upon a conductivisy
anomaly locoied beyond known sulace workings and between the Comet Norh and Pianccles open pits. The
availdsie drilling dala selevent o this anomely was examined ard it was interpreted that the cause of the anomely was
ke 1o o mognelic zon formation of e VenusFirnades trend associaled with weak gold minercliscion. No further
work wos coried ou jo specilically diill test this B4 anomaly or review or lest the couse of he other idemnitied
conductivity anomca

5.

Al the beginring of 2003, a feasibility study wess completed on o propossd underground mining operation af the Comet
deposit: tis appears 16 have been an vpdate of an earlier feasibify stady o the end of 2007, The deposit on which
fhese sudies were based was he esimoie of Movember 2001 of 840 000 tomnes o 6.1 g/t gold. Access 1o the
undlerground workings was io be by decline with the malerial being rucked fo Mount Magne for processing. The basis
of the feasibiliy study is outdated ard i1 is net considered further here



Resource Estimation and Exploration Targets 2001 and 2002

=

Resources were eslimaled of the Comal, Pinnocles and Webb's Patch deposits based on exdant diiling dala during
2001 and 2002 These estimeies were prepared for inlemal reporting purposes and thas not expresshy prepared for
pubiic reporing 1o JORC Code compliance standards. In the following sommary, the procedwes ollowed in the
preparation of ese esimaies are reporied and are judged 1o hove been performed 1o o high slandard of competance.
hese oslimales e spacificaly idenifiod as JORC Code compliant bt were completed 1o o
high sondard hey are considesed 1o reprasent Exploration Targels and are reparied bere s such.

However, because

Comet Deposit
The Explorston Torget of the Comet deposit was estimeied i
had a number of deficiencies. Amorg other motiers,

ale 2007 1w noled that the exsling dillkole dalabase
the following were insonced:

» o delailed geclogy was recorded for the dilling alfiough rack types were idenlified for mos drill samples

o azimuths ond declinalions wese nol recorded for diillkale collars alihough dowrhele surveying information wes
available 1o approximate hese dedails

s oxidised and primary moterials were nol distinguished

o ow maasured density deta were available

o the gualiyy of the analyses was unknown

o ihe general quality ard validity of the enlire database was urknown,

Egimation of he Explomiion Targel was underaken using o computer bosed system incomporating data from
473 ditholes end 9676 records. Anchyses wera compasiled 1o one mete lengths. Experimental variagrams were
generaled for both he analyses and the compoesites b wese considered unsatislaciony.

A block model was consiucied for the deposit down 1o 17CmRL with a basic biock size of 20 metes by 20 melres
by 20 meties but with sub blocks Block volomes were corvered 1o fonnages vsing on in sito bulk relative density of
3.2 for the Upper lode and 3 4 for the Lower Lode.

Grades were inerpoloied n 1o the blocks using an inverse dislance cubed algarithm. A search elfipse of 60 matres by
30 metes by 20 melies was adopled with a plunge of 45% 1o the south. Repeated passes of multiples of the search
allipse were used 10 ol sulficien: gold resulis for inferpolation

Thiee different estimation procedures were adopled. In the firg, aff bouadaries were seated as hard and the blocks
were resiricted 1o the Upper and Lower lodes. The sacond procedure in elfect incorporated the inemal waste betweer:
the Upper and Llower lodes ard the thizd eslimated the warget matenial fram the fnotwal of the Lower lode 1o the hanging

wall of the Tale Chlorite unil above the Upper Lode.

Foreach of the three procedures, fop cuts of 25 g/ and 35 g/t gold were apphed along with no lep cut. A lower cal
off of 3 g/1 gold was applied throughous. The approach adopled resulied in target estimales within the following range:

Lovwer Range Comet Explamation Targel 488 000 tornes al 4.8 ¢/t gold
Upper Range Camel Exploration Target 840 000 tornes al &1 g/t gold

1 - r - 5ol i 2t ) [ - J ! - : i
At the fime of e preporafion of the above esfimole of the polential quantity and grade, the esimote wos concepiual
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in nofore ond there were insufficient doto avoilable to define o Mineral Resource and it was uncedain i furiker
) . ; g ] . . s - i

@xploration would result in the determination of a Minero! Resource.

in a folowing section of this report, a recently completed JORC Code complian! rescurce eslimate for he Comet deposit
is reporied.

Pianacles Depaosit
in Seplembar 2002, the Exploralion Torget of the Piaracles deposit was eslimated. This was agoin bosed on o
detabase acquired from o previous owner comprising records from 464 diflholes, includirg 37 cored holes, 269 RC

detabase as foliows:

» o geology was recorded for the grealer pal of the dilling

o most driflole collars were not specifically recorded and the location of the sample closest to surface wes used nslend
o o delailed dersity date were available and those used were from mining operalions in similar #hologies
s the guality of the analyses was unknowr

o ihe general quality ard validity of the enlire database was urknewn.




A compuier based jechnique waos vsed 1o estimate he resource. Analyses were composited over one metre lengths.
Variograms were generaled bt were generally considered unsalisfaciory.

The Biock mode! that was construcied for fie deposit had a basic 20 meires by 20 melres by 20 metres block size b
wilh sub blocks end hod @ base ai 300mEL Block onnages were eslirmated by applving an in sitv bulk relative densizy
of 24510 the Block volume for oxide mineralised maoterial with 2. 65 and 2 75 being vsed for the ransitional and Fesh
megerials respect

}I‘}t’r

Block grades were estimated by using an invese dislance squared (}éqori'ﬁhm The sacrch elipse was 40 metes by
20 meles by 10 metres plunging towards 060 Sufficient anakytical resulls for interpolation were obigined by repeated
passes al multipies of the search ellipse.

Adtop cul of B 5 g/t gokd wes applied wil a lower cutel of 8 g/t for the axide malerial and 2.0 g/ gol for the fresh.

Exploration Terget range for the Firnacles deposit comprises o lower range estimate for fresh rock material and ar upper
range esimate based up on both axide ard fresh rock domaing as lollows:

Loweer Range Pianacies Exploration Toget 150 000 omnes at 3.1 g/t gold
Upser Renge Pinnackes Exploration Trget 400 000 omnes at 2.1 g/t gold

rt ; ) ; ; i
The ahove estimate of the potestial quantity and grade is concepiuat in noture ond there are insufficient doto available
)

fo define o Mineral Resource and it is uncertain if furiker exploration will result in the deterrination of o Mineral Resource.
Webb's Patch Deposit

In September 2002, an Exgloation Torger was also estimated for the Webi's Patch deposit. This was again based on
inherited dala incorporating records from 38 RC holes and 4 cored holes for @ tolal of 2525 ilng. Fewer

reservalions were expressed about this detabase allhough it was noted that there was no information on the: quality and
validity of he data and that ro density measurerments appeared 1o exst

The estimation procedure adopied was GSS@(‘H('J”" the: same as il for the Pinnacles deposil, except fhal the basie block
siza waos 10 melies by 10 mekes by 10 matres, the search ellipse was 20 matres by 10 metres by 5 mekes, the lop
cul for mineralisation was 17 0 /1 gold and e lower atoll wes 0.8 /1 gold for ¢l mineralisation.

The Exploration Target range for the Webb's Paich depasit comprises a lower range estimate for Besh rock material and
an upper range eslimale based up on bofh oxide and fresh rock demains as follows:

Lower Ranga Wbb's Paich Exploralion Torget 3 500 wmes at 4.2 g/t gold
Upper Renge Waebby'’s Paich Exploration Terge: A4 000 wnnes at 4.7 /1 gold

T}

The ahove estimate of the potential quantity and grade s f‘(_;fJCO;)FUG.’J i noiure and there are insufficient doto ovailable
lo define o Mineral Resource and it is uncertoin # further exploration will result in the delermination of a Mineral Resource.

Current Tenemenf Exploration by Alloy Resources limited 2005

ln 2005, ARL acquited dala from the 1999 TEMPEST aishore EM survey covering the CometiVabh’s Potc]
aea. These dala were processed for the Comel area o illustale sobrsutoce L’:Ondut’:iivﬁy HESLONSES and were
represented as conduclivity image plans for the area comresponding o several depih siices from surface.

Anedysis of e informalion with increasing depih led 1o the idenification of conductivity aromalies within the immedioe
environs of the Pinracles, Comet and Comet Naorth mined locedities reflecting known condactive goldpyrotilepyrie
mingreisation al near surface levels. A1 gredier depths, conducivity imaging al 125 mekes depth, beneath the dapih
of existing oper pit mining ond much of the known diill coverage, demonsied conduciiviyy anomabies which were
incerpreted as representing bolh down plunge and adiacent blind potentially minercfised iorgets for e invesligation.

Bevord the Pinnacles, Comel and Comet North focalilies, twe new biind conduciivity fargets were also identfied on
conductivity imagery at 125 merres depth which ke respectively 1500 melres and 2000 metes southsauthwest of 1he
Camet open pit, ¢ ension of the CormetEclipse FTEI{]@I(]hb@d trencd. These largets lie in ar aree wihin Mining
lease 21,/72 where surloce mupping has dentified rothmornheasterly rending shearing and where existing drilling is
incdequate o tes blind minercliseion o the targel depth indicated fom the condudtivity dala ond therelore reprasen:
significant tasgets for fuure Tvestigation.

Comet Gold Depasit Resource Estimation by Alloy Resources Limited 2005
ln the course of the preparation of #is report, ARL commissioned Dr 5. Caras, who is o Fellow of the Austalasiar
o of Competen: Person and revalidate the Comet deposil black

i

Instisie of Mining and Melallugy, o assume the o




model produced in November 2001 and prepare a msource estimale consislent with requirements for the praveiling
JORC Code compliance. The diilling dalcbase used in the assigrmen: inclided records from 473 drilhe
of 25216 metres, the majorzy of which are cored holes.

s, for 1 doled

Due difigence appraisal of an appropriale dassificalion for $ie eslimaled esources inclided o consideralion of o
nurber of deficiencies in the dachase including jopics related 1o-

o dhe lack of quality contrel data relating fo assayving

e the adequacy of the downhole suveying methads used

v the sparse dilhole spacing below the 300mRL el

Aninvesligalion of the above and selated lopics led 16 the discovery of information rol previcusly considered in earlier
investigations. These dats allowed for an improved anclysis of exlanl repeat gold assays, tesulls reluing lo rmeasured
buk relative densities and further considerstion of he applicalion of upper and lower curofts. CF further inferest were

data discoverad showing eviderce of coanse gold visible i core bom Comel

i summary, cppraisal of these issues led o

o the clossificalion of resources below 300mRE as inferred Minerad Resources because of the lower drilling densisy
al deeper levels and 1o reflact uncerainiies rked 16 o lower fraquency of downhole survey delerminations and
assay qualily assurance issues

s the selecion of an upper cut of 25 g/ based on the mean plus s standard deviations of all intersections greater
than T g1 gold

s the adoplion of a lower cut of 3 g/ for block grades 1o reflect future undergroond mining polential

o the adoplion of measred in sity bulk relalive densities of 3.2 for the Upper lode and 3 4 for tfhe tower lode
mineralisation

s fhe inerpreirtion thet quality consol data relating 1o assaying s largely shsent friom the extont dalabase apart
from accepluble nemal labaralory repeat assays

o the interpretalion fal the presence of coarse gold in the deposit is based on several seferences 1o visible gold in
diill core and poor assay repealability i o small population of awadable duplicate assays

s he adoption of resource categories of lower corlidence levels 1o reflect the uncerlainilies associoled with queity
GSSLITINCE 1S5GS,

Egimation of the resource was undestaken using o computer based syslem and o model which recogrized ol future

mining would be by underground methads. Opting for this scenario meanl fhal the Upper and Lower todes af Come

were modelled separciely. Anclyses were composited o one melre lengths or pons thereol.

A block model was congtracied for the deposit down 1o 170mRL with @ basic block size of 20 metres by 20 metras by
20 metres but with sub blocks measuring 20 melres by 10 mekes by 20 matres aiso being used for medelling purposes.
Biock volumes were comvested 1o lonnages using measured in sits bulk relative densilies of 3.2 for the Upper Lode and
3.4 for the tower Lode.

Grades were inerpolaied n 1o the blocks using an inverse dislance cubed algorithm. A search elipse of 60 metres by
30 metres by 20 matres wos adopled with a plunge of 45 16 the south. Repeated passes of multiples of the search
elipse were usad o oblain sufficient gold resulls for inlespolation. Blocks were categorised as Indicaled #Mines!
Resource chove 300mRL or approximalely 140 metres below surface where a single pass resuhied in al least two
samples for esimetion puposes with cther blocks being classified as lerred Mineral Resource. All biacks below
300mRL were classified as Inferred Mineral Resour

The estimation procedure adopled a op aut of 25 /1 gold basad on the mean plus wo slandard deviations of all the
infersactions greater har 1 g/t geid. Stalisteal reatments showed that alop cut of 40 g/1 gold was a valid upper cus
However, adoplion of fis higher cutl, which ranslates 16 an averall difference of 4% on the global resource grade, was
el adopled 1o allow for any issve thal may have occured in assaying.

Al alower cutolf of 3 g/t gold and epplying ar upper cal of 25 ¢/, a JORC Cade compliant resource of Comel wies
astimated 10 be as follows:

Indicaied Mineral Resource 490 000 tornes al 5.8 g/t gold
Inferred Minesal Rescuice 350 000 tarnes al 6.5 g/t gold

Tolal Mineral Resource 840 000 tornes al &1 g/t gold

The lonnages bave been rounded 1o the neasest 1000 and grades rounded 1o ane decimal plice.




Bue Diligence on Besowrces
In the course of preparing his eporl, due diligence was underaken by AMackay & Schnellmann Py Limiled on the
Comet resource

For the Comet resawrce, independent chacks were pericemed on the resources attibulable 1o five cross sections selecied
at random . The due diligence resource check was caried ool using a different tech ique 1o thal ol the 2005 resource
estimale nomaly a coss sectionst monual method. The estimation wess underlaker ondy on the Upper andg lower Lades
with none of the inermal or harging wall wasie being incorporaled.

llercopts of greater than 3 ¢/1 gold were delineated lor each difhole oa the seciion. The length weighted average
grades of the intercepts were caleuloied using where appropricte oo upper ad of 25 g/1 gold. The inlercepts were
exlended hall way 16 the adiscent drilhole on the section 1o produce a block area. Where CORIOPIGE, INEICants wars
exlended down d|;_, o a medmum of T70mRE, the greatest deplh o which the 2005 resource eslimale was
exrapcialed. T the up dip direction, inercepls were exropolated as far as the okd open pil botom. The biock are
wars extrapoialed holl way 1o the adiscent secions to produce o bock velume thal was converied 1o @ fonrage vsing
e in sitv bulk rolative densities of 3.2 for the Upper lade and 3 4 for the Lower Lode

The black tornagas were surmmed by section and the lornage weighlad seclional grades coleulated. These were compsared
wilt: the esfimeates for the equivalent sections as had been carried oot in june 2005 The comperison is given in Table 1

Table 1 - Comet Deposit Due Diligence Check on Resource Estimate

Resource Estimate 15 June 2005 Mackay & Schnelimann Py Limited

Tonnes Tonnes

Section Tonnes Grade x Grade Tonnes Grade x Grade
3760mN 75009 518 30427 13085 4.55 59480
JB20mMN AZ2745 520 2224556 11178 6H.54 F30757
3B40mMN 54202 556 302034 32788 2.26 303730
3Q00mMN 51301 7. 304782 431150 287 403745
3060mN 34084 6555 223174 33127 8 48 280807
Tokal 190021 623 1183848 1331337 853 1120839

Grades are given in g/t goid.

As con be seen, The overall comparisan on coniained qo|d is good with the citference being less than 10%. However,
the compuler based resource eslimalion lends 1o produce o higher fonnage ol o lower grada than does the manuc
method. This suggests thal the computer approcch may be smearing oul the g[{mo of the deposi. This aspect would
bear examinalion when the resource is nexl esfimaled as the average grade is o arilicsl faclor i an undergraund
mining Gaerahon.

Cn o secton by section basis, there are hwo inslances where the computer and manual melthods differ markedly in their
results: these are seclions 3760mN and 3820r. For the first, the marual esowce is bgher on o conlained gold
basis tharis the computer rescurice. The section is on the margins o the deposil and hos a relalively fow loarage: some
varichifity can be expeded in his situation. For the second 3820rN section, the rmanual resousce is considerably lower
on a conksined gold basis than is the compuier resource. This appears 1o be due o the compuler resource lechnique
exirapcialing high grades in o a deeper urdrilled poriion of the deposit. The manuet method does not exrepolate bigh
grades in o this area because the deepast hole on the secion has no grades grecter than 3 g4 so in sffect clos iy
off the deposit of depth. The cormpLier (Jpploec?l is exirapaialing a high grade ore shoot alang siike. This mory o moy
rot be vedic and can only be setfed by urther drilling in such areas

I is considered fal the citere used 1o categerise the Indicated and inferred Mineral Resources in the June 2005
eslimale are appropriate and refect the relalive confidence atached 16 each rescurce colegory.

ln surmmalion, the June 2005 resource estimale is judged o have been prepared 1o a high level of proficiency and is
consickered (:1(:(:@pi(]3'}|ca s an estimale of e contained gold of the Come deposit. However, the lonnoge may be over
eslimaled and the grade under esfimaled.

Mining Histery

fining aclivities commenced in the area in 1973 wilh production up o 1983 being by undesground mining. Open
pil mining wos undertaken in e fole 1980s of the Comet and Prnocles deposis with production being 638 335
fonnes af 345 g/t gold . Inthe 1990s, further groduction fiom the Pinnacles, Eclipse, Vanus and Comat Narh deposits
amounted 1o 545 147 1ennes of 2.24 g/1 gold.



Prospectivity

The gold prospeciivity of the CometWebh's Paleh Project ares is considenad 1o be high with exploralion potential being
presenl in he quanlified resources that are known o Be present os wel as in exlensions o
clong siike

the resources af depth and

Al the Comet deposit applying o lower atolt of 3 g/ gold and on upper cut of 25 ¢/t gold, @ JORC CODE complian:
resource has been estimaled as foliows:

Indicaied Mineral Resource 490 000 tornes al 5.8 g/t gold
Inferrad Miner Rescurce 350 000 tornes al 6.5 g/t geld

[

Tolal Mineral Resource 840 000 tornes al &1 g/t gold

Exploralion potenial af the Comel deposit is prasent al depth below the quaniied resource and dang stike Toliowing

the same shear siuciuse that hasts the Comel, Comel Morth and Ecilpse deposits.

Al the Comat Noth and Eclipse deposits, remnani jonnages hove been reported aihough ro JORC Cade complian
reseUrce appacs 1o have been esimaled. These deposits conslituie exploralion iargels hal wearanl both the eslimalion
of resources utiising the existing datebase and the: results from further exploration diilling.

Quitside of these three deposils on the ComerEcipse rend, exploralion polertial also exists over the southrsouthwestern
axlension of the minerclised trend whese hwo Blind condudtivity targels entified Fom a Tempest airbome EM survey
represen] unlasled diifling targels of dapths below suface of the order of 125 meties.

The nearty YenusPinnacles mineralised trend, hosts a number of lodes developed i banded ion fommation of the
Pinnacles deposil and ironich sediments within o dominently mafic sequence al the Yenus locodity. These deposits occur
clong the crest of the Comet andicline and there are sigrificenl porions of this rend whick are nol adequalely tested by
drilling.

Al the Pinnacles deposil, iocated 200 metres northwest of the Comat deposi, ar Exploation Targel bas bean esimoled
based upon a computerized assessment of aver 19000 metres of drilling. The Exploration Targel range for the Pinnadles
deposit comprises a lower ange estimate for fesh rack malerial and an upper renge estimale based up o both oxide
and fresh rock domains s follows:

lower Range Pinnacles Exploration Target 150 000 fornes al 3.1 g/t gold
Uprer Range Pinnacles Exploration Taeget 400 000 tarnes al 2.1 g/t gold

Future evaiuction of the exising drillng dalabase of Pinracles s recommended o appraise the contrals on mineralisation
and conduct futher driling as o basis for an estmation of potenlial resources. i addilion, pordons of e VenusPirnacies
mineraiised end presently unie

stad by drilling should be wrgeted in future invesligalions

in e easten secior of te project area, The Webb's Patch deposil has been assessed on the basis of a computerized
assessment of over 2500 metas of diiling as representing an Exploration Targel. The Exploration Target range for 1he
Webb's Pateh deposil comprises o lower range eslimale for fresh rack material ard ar upper renge estimale bosed up
on both oxide and fresh rock domains as follows:

lower Range Webb's Paich Exploralion Torget 3 500 tornes a1 4.2 g/t gold
Upzer Range Weblb's Paich Exploration Target A4 000 wonrnes al 4.7 g/t geld

The mineralisalion present af Webh's Paich is reporied 1o be open o deph and along sirike 0 the south. CF further
inerest in the eastern portion of the project araa is driling evidence of a southerly continuation of the mineralised rend
associated wilh the offpropesty abandoned Friar oper cut and concepuat stuctural torgess associcted with poordy
axposad norhmortheasterly rending shears wilhin Explaration Licence 207531

From a broader perspeciive, much of the exploralion work in the ComerWebb's Pateh Projed area has concentrated
on the shallower pars of the known struciures al the Comel, Pinnacles and Webb's Patch deposits, wilh ##le work having
bizen compleled in other areas. There is, therslore, jusification for a more regionally based investigotion of the portions
of lhe projea area thal have nol beer explored that includes areas covered by susticial deposils, ncluding Iransported
overburden. I this context, he geochemical and geophysico! anomcdies, induding discrele conducive teigets ideni
by an aitbome eleciromagnetic TEAMPEST survey, generaled by earlier work and thal have not vel been folowed up
well warrant investigalion.

it




Proposed Exploration

Explorartion work on e Comer\Webb's Patch Project area will involve o phased approach uiising o variey of
fechniques, mainky involving dilling for resource definion purposes and eleckical geophysical melhods for aegeing
sulphicke minerclisation at depth iling will e underlcken desigred to irvestigate new orecs of inerast
based on qoo|0q|( al, geochemical and g@ophy:‘ﬂ{:(}i data o iargel the presence of concedied aurferous zones. I this
conlext, the conduciive nature of mineraliscfion poricularly along the CometEclipse Irend will be explored for vsing
subraudio magnetic geophysical methods o identify nev driling lorges.

ARL proposes o give prionly o resource deliniion acivities which will ako include melalurgical teshwork and
investigaling the sigrificance of coarse gold cccunence with the overall aim of increasing the mineral resources for
assessment by preliminary financial scoping studies. In paraliel, ARL inends sequentially io advance prospects within 1he
proiect area and whese waranled camry out farher evelualion phases aimed of delineating polenlial addiional gold
FESOUICES,

ARL hars allocaled 3570 GO0 for the firsl veor and $625 000 for fhe second yeor of exploraton over the Comel
Wiehb's Patch Project. The toiad budget is therelore $1 195 000 aver twe vears,

Horse Well Project

tocotion ond Accass
The Horse Well Project area is Tocaled in the Warburion Mineral Field of Western Australin and is approximalehy
85 kilomales rortheas: of he town of Wilira

Aceess 1o the project araa is by way of the gravel Wongewae! Roed that uns doe easl from Wil 4 that is pen of
the Gurharell Highway At o diskance of 42 kifometes from Wiluna, these is the lum of for the Gianite Peak Road thet
goes northeast lo Milliose Slation af a dislance of 44 kilometres. A siation rack uns north Eom Millose Slation for
around 44 kilometes abwhich poiat it enters the Horse Wel Project area fiom the south. Total road disance from Wiline

is craund 130 kilometes.

The proiect aren may alse be reached via Jundee Mine. At some 5 kifometres east of Wiluna on the Woagawol Road
there is a e off for a raadd thes runs easinorheast o Jt,nw:") "‘*“'.mo From there, o siation fock qo{,:a eastwords untit it
joins with the siation ek that rns ncoth from Milliose Station. By this roue, the road dislance from Wilina o the
souhern edge of e project area is around 99 kilomelres.

Access within the prolect area is by way of the rorhwerd sending track that conlinues in the same direclion irough
the cenired part of e project area. There are a large number of exploralion and grid line racks especially i the southesm
parl of e tenemenl as well as oher siotion Iracks.

Awery from these explormion tracks and in the area underain by greensione bedrock, the vegetalion cover is dense 1o
very dense. Across country favel by tour wheel drive vehicle would be possible with care i some instances alihor th
foct aeces v 0 meny areas. Away from the greenstone bell, vegeiation is sparse and across counn
GUCESS v\»'oukrf be pOSSib|e by four wheel dive vehicle.

The project area has an arid chmate with ovesage tlemperatures ranging between 247 and 39% Cin summer and 6°
o 20% C in winger. Rainfall is sporadic bt averages 232 men a year

The wrea of inferes lerrain drained by seasonally Howing creeks which enler the

southenstesty rending Loke N(Jbb@e ] b(;|l |(:1k@ b‘}:si@m o te norlh of the projed area. Most of the projed area is covered

by sancolain and sheahvesh reqolith excert in the soulh where agranioids ouicon form elchplaing shipped oof superdiciod
¥ F 2 t 9 1 i

cover. lendiom elements and regolith are believed 1o be the resull of bolh relict and present day processes.

The miajorty of the proiect area supports low mulga woodiands and spinifex with stands of eucalypius gurms along major
watercoursas and spase scaub on ocky ridges.

All explosion requirements need 1o be brought in to the project crea as no infrasiuctuie exists in the area.

Tenemants

The Horse Well Project is localed in the Warburlon Minesal Field of Western Aushralia and is composed of Explaration

licance 691772 covering 70 blacks and an area of approximalely 216 squore kilometres.



Mnrae Wall Prajeet
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Geology

Regional Geclogy

The Homse Well Proiect area occupies o porion of the northern pet of the Archaesn Yandal Greansione Beli and
grariinid rocks of the Yilgore Croior. || also covers part of he urconfomity between the Archaean and averlying
Palneoproternzaic Exrcheedy Group melasediments.

The greenstone belt consists dominantly of melamorphosed mafic, uiramalic and felsic voleanic rocks and near the north-
nothwesterly ending Lockeridge Foult is host 1o a west dipping gold mineralised shear zone system and the Padomine
gold deposit. Granileids are represenled by monzonite, homblende bearing guarlz monzonite and potassiam feldspar
grarie. The bosal formation of the Earaheedy Group of melasediments comprising shale, i
carthonaias is present in the easten marging of the projed area.

sione, soncstone anc

o regional comext, he importance of the Yandal Greersione Bell as a gold producing province bas been
demonssated only i the last 15 years. Up untl the sarly 1990s, prospecting wos harmpered wihin the bell by
superflicicd cover and a deep weatherding profile. The successiul application of intensive drilling programmes over areas
of often appreciable thicknesses of ranspored averburden led 1o the discovery of moior gold depoesits such @s jundee
and farther south Bronzewing.




Some of the regional guides 1o gold mineralisation withie the Yandel Greenstone Belt include:

&

A linkage between gold minesalisation and regionally significan: nodbsothwestery frending shews zones with o
focus on whese shear zones corverge ard diverge.

A spetiad association between gold mineralisation and faulis cross cutling e norfirmothwasterly regional trend.
These cross foulis may be intruded by quanz veins and/or be intruded by younger Proterozaic dolerite dykas.

Alete gold mineralising episode based on the ohservation that mineralisation ofien post dates Archoean graniiod
infrusive pheses paticuledy those nlusions fourd intermally within the greersiane sequence.
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local Gedlogy
The greensions sequence ol Horse Wall is poorly exposed ard in some areas is coverad by ronsported overburden
femlore most information has been interpreled from driflholes and remoie sensing data

The project area covers over wenty kilometes of sike of o rorthwesierly trending greansione sequence, which af its
widest expression in the cenlie of the properly, exends over a dislance of some ten kilomelres. The sequence in this
wren bom wesl o east comprises metamaomphosed feldspar porpivty, felsic voleanics, modic and vhiramatic volcanics
and felsic volearics. In glaces, thin banded iron formalion and cherl unils occur. To the rorthwest e greensione
succession norrows and 1o the southeast and souh of the property prominent graritoid intrusions invade the greensione
ball and reduce he greenstone sequence 1o namow maginal zones sumounding the ovoid and sigmeidad granitoid
contacts. Elsewhere, srmaller graniloid ntrusions bave siso infuded the greenstone sequence.

The gremilaid infrusions within the projed area indude o voriety of intemediate phrons sanging fom monzonie 1o
grarediorite in general composifion. Some distinclive graniivids have been mapped as potassivm feldspar granite and




homilende bearing quarz menzeaite. The significarce of these inusions 1o gold mineralisation in he area hos nel
been examined in deicd but it is interesting 1o nole thal hin granisic mylonilic dykes surrounded by ribbons of quartz toe
smalt 1o be represented on geclogical maps inude the greensione sequence.

Struciuraly, the greansione belt is folded and there is lerpreled evidence of thrusting alhough there are insalicient daks
availabie presently o determing the delormation bistory of the area. Some stractural kends can be predicled over creas
of regolith cover using aeromagnetic deia.

The proiect area is domiraled by the Lockeddge Foull which follows o romhmorwestesy rend and appears 1o have
regional significence. Along this feult, the greensione and gremileid rocks are maritized and exhibil o foliation falric
and quarz veining parellel 1o the ol

The Paloming gold depaosit is assecialed with quanz filled shear zones of the Lockeridge Foull. Bvidence of an interpreted
later phase of quantz veining has alse been observed aver granileid intusions in the south of the project area folowing
bolh nonbeaslery and nothmotheasterly sends. Other siruckural trends which may indicate relict cross fouling in the
gieenstone sequence are the dominantly aonheasierly rerding Praterozoic dolerile dykes which lie proximal 16 the
Paloming gold deposil.
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Mineralisation
Prasenthy, the most siqrificont occurrence of gold minsraiisaion of the Horse Well Project is the Paloming gold deposi
¥ 2] 2] | G s
which is hosled by o west dipping shear zone system that has an Indicated Minesal Resources of 607 000 fonaes o
270 g/ goid. These msources are reporied more fully 1 o later seclion of this Repert.
IR RS 'y F

Al Palomine, gold mineralisalion is associated wilh white quarz weining in chlodte schist or with contacls with more
massive basall and dolerie ook pes nlerpreled as boodins within o shear zone over 100 meles wide. The
minssaiisation consists of several norfrmornhweslery trerding near vertical veins thal are subrparalel and in ploces
avaslapping which have been taced by dilling 1o occur within a mineralised zone up i 300 matres in length. Fwo of
the veins appear 1o aoss ene sacther The variation i stike bebween 3507 and 180% couses on overall bend in the
micdle section of the mineralised syslem. Ore shoots are considered o plunge at around 457 1o the north. Silicor
carbonatepyrite alleration cccurs with minor pystholite with ubiquilous chlorite developed on shear planes. Drifling hos
maindy investigated mineralisation wilhin the near sutace envirorment. Forher diiling dlong strike, pasticulary 16 the
rorth and af deph is wananied 16 evaluaie fully the potentiad for farther gold minsralisation

Bexvond the Palomire gold deposil, difling has identfied olher gold prospects within the project area. These prospects
deronstate that gold minsrslission and anomalism is linked with areas where these is stuctural dislocation along the
regional norfrnohwesterly shaar rend selaled either 16 cross cus

zones. An inleresling furher envirorment is the coniact im surrounding some of 1he infernal granioid infusions. The: style
of mineralisalion of these fasser known prospects appecs 1o be similer o the Palomine depesit i
of en echelon ond bourdinaged aunifercus silicified minercdised zones.

rg faulis o Fexure poinis dlong the en echelon shear

IS Og the cerunence

Crer eastern raargins of the project areq, the cccurence of sulphidic chert with vuggy quarlz veining and solphides
associaled wilh sives, lead and gold minerclisaiion has been inlerpreled as a passible exbalaive harizon wilhin the
greensione sequence n Ris area.

Previous Exploretion

fnfroduction

fadesn gold exploration began ovar what is now the Horse Well Project area in e early 19905 Priar o this time
gold exploration of the lerain in the area had been of a cursory rature ard fimited 16 biiel reconnaissance sureys
which esiablished the presence of o poory exposed greensione sequence and fow arder gold anomalism assacialed
with rare rock exposures. The lock of significonl abardoned gold werkings, poor rock expasure and the remoteness of
the area delerred earlier explorers from investigating the potential of the novhern porion of the Yondal Greenstone Bel
of which Herse Wl forms o part in fevour of move accessible areas within more established gold miring areas.

Foliowing the discovery in the mid 1990s of major gold deposits i the Yandal Greenstore Belt o the south of the
presenl properly, Horse Vel has been continuously held for fhe majority of the period as porl of a farger tenement
holding which hos chonged ownarship an several occasions during the period. Progress in advancing the arec covered
byy the present Heosse Wl Project has been goined by successive RBAB aad RC diilling programmes which howe
meterialy improved the area’s prospedivity by oullining o modenstely sized gold deposit of Palomine and locating
several other less well defined gold prospects mainly associated with siliciled aurifferous shear zones in stucturlly
conticdled enviconments. There is also evidence of gold anemalisn relaled o inermal graniid infrusion conioct zones
and exhalative mineralisetion n some lesser explored areas.

The following summary of geid exploration covering the post 1992 perod covers the reporing curently avaiiable
feor reviesw.

Explorction 1992 to 1957
iad, the present Borse Well Projact area lormed part of & luiger exploralion search area for gold in the

Curing The: pe

Nabber mcion. Adtiviies over what is now the Horse Wel Project area included defniton of fog geachemical
anomalies followed up by successive RAB and RC drifling campaigns designed o lesl these anomalies of depth and
also 1o lesl suctural forgets interpreled from aeromagneic data In some areas, vacoum and aircore driling was also
deployed for farget definilion bt vacuum dri
trarsponted overburden was present.

fingg proved 1o be an ineffective technique where shedlow groundwater or

Forly success in the programme led 1o the discovery of the Palomine gold deposit and some nearby pospecis. By the
end of 1994, Paloming had beer: reasonably wel defired by RC and limied core difling. In 1997 further RC drilling
wars conducted al Polomine dlong with a consideration of the resource potential of the deposit.

By the end of 1995, several prospects witin the prasent Horse Wall Prajed area bevond e Paloming deposit had
; i ; | ; :
been o least pardy defined by RAB dilling of differing levels of cenginly based on drilling of 200 meire by 100 meke

centres down to 100 metre by 50 mete cenires in selaclad areas. RAB drll sample aralysis melhadalagy included




initical anatysis for gold vsing 4 melre compasile samples ilowed by rearalysis of one metre respilis where anomalous
gold values were obigined. This approach was generally foliowed in subseguent RC diifling atthough towards the end
of the: pedod RC &l samples were regularly assaved kom one metre infervad sample splits.

Prospiacts were initcly defined on the basis of areas with il indicated aromalies above 0.7 g/t gold. Prospects wilh
coherent zones of above 1 g/ gold were given pricrily for follow up RC difling. G this basis several prospects were
further evalucted.

in 19G6 and 1997, further drifling tock ploce using RAB, RC and aircor: lechnicues aver a aurber of kaown prospects.
New prospecs were alse defined by diifling previoushy untested geachemicnl anomedies idenlified from @ review of he
axisting geochemical dalabese.

in 1997, a delailed ceromagnetic surey was carded out between the Call Prospedt in the naib and the Filly Prospec
o) the south o a mean ferain cearance of 40 melies and a line spacing of 5C metes. klemprelation of this delailed
survesy appears o have atiacied Be atiertion.

By the end of 1997 more than 38 300 metres of RAR drilling for some 1050 holes had beer: completed over araas
beyord the Polomine deposil logether wilh 146 holes for 17 400 metes of RC and 1400 metres of aircore dilling
for 23 holes. Three of the more nieresing mireralised mrospects are summerised below.

Filly Prospect
The Filly Prospect is siucled some 1000 mefres southsouheas! of the Polomino depost and was defined by diillng 10
axend over a broady onomestous zone some 2 kilormetres long by up o 800 mefres wide. Within this area, a zone
maaswring 450 metes by 150 melres covers the main prospect. Here, two main zones e present of rorherly rending
silicified sheared and bourdiraged mafic volcanics conlaining thin quarlz veins. The mineralisalion is associaled with finely
dissermincted pyrile with rminor pythotite. Blevaled gold valoes were foord 1o be intermitten: and ddll coverage failsd 10
showe continuity of elevated vaives up and down dip based on the interp
Futiher dhiling wars secormmendad gimad ot idenifving localised and obiig

fud stuctoral arentation of the mineralisclion.
oy erientaled highar giade minerdlised shoals,

K

Selecind inerceps Fom RC difing ot Fily Prospect are giver in Table 2

Toble 2 ~ Selected Elevated Gold Results from RC Drillholes ot the Filly Prospect,
Horse Well Project Area

Dritlhole Easting Northing Declination/ Intercept

Azimuth From To  length Ay
HWRCO82 5050 18175 597 /093¢ 83 8e 4 338
HWRCO88 5075 18175 &0t /088e 54 &4 10 378
HWRCO79 5028 18198 597 /093¢ 110 113 3 197
HWRCO64 5050 18200 &0 /000" 8% Q% 10 2430
HWRCO83 5057 18224 &0 /0920 81 8e 8 718
HWRCO48 5350 18400 &0 /000" 30 32 2 14
HWRC143 5275 18400 &0 /085" 43 50 9 17
HWRC 174 5350 18550 &0 /0920 76 79 3 136
HWRC177 5300 18550 &0t /091® 40 44 4 084
HWRC208 5250 18500 &0 /000" 77 78 ] 1.28
HWWRCZ208 5250 18500 &EC7 /0000 77 78 1 1.28
HWRC208 5250 18500 &0 /000" 80O g7 7 242
HWRC208 5250 18500 &0 /000" 28 Q% ] 105
HWRC208 5250 18500 &0 /000" 102 104 2 358
HWRC208 5250 18500 &0 /000" 112 117 5 197
HWRC209 5325 18550 &0 /000" @7 Q2 ] 2.49
HWRC209 5325 18550 &0 /000" 103 104 ] 1.39
HWRC209 5325 18550 &0 /000" 123 124 ] 1.04
HWRC209 5325 18550 &0 /000" 148 149 ] 1.28
HWRCO/ 1 5300 18600 &0/ 0o0¢ 70 71 1 592
HWRCO7 5300 18600 &0 /090" 78 79 ] 2.06




oy HWRCO70 5350 18600 &P /000 6 20 4 775
2) HWRCO70 5350 18600 &P /000 25 28 3 3.46
e HWRCO0 5350 18600 &P /000 73 74 1 490
:“; HWRCOS2 5400 18600 0% 0907 24 25 | 3.50
" HWRCO/ 7 5450 18600 07/ 27078 i 18 1 5.42
s HWRCO/ 7 5450 18600 07/ 27078 22 25 3 276
HWRCO/ 7 5450 18600 07/ 27078 38 3G 1 208
HWRC 173 5300 18650 GoP /091 87 8¢ Z 2.32
HWRC 173 5300 18650 GoP /091 35 100 5 3.20
HWRC 120 5450 18700 &P 2728 104 1C7 3 1.40

. ;. G
MNote: Coordinales ore on o focal grid.
fengths are in mefies,
P T S
Lo cortfents are it pom.

Bronco Prospect
The Bionco prosped is jocated 1.2 ilometres souhsouthwest of the Palomine gold deposit and the main area of interest
mecsures some 350 metres by 150 meles within o broader zone of aromaism covering 700 meres by 250 melies.

The prospect was investigated by inclined RC diiling following eardier RAB driling campaigns. These driling
progremes encouniered weahered clays down 1o a verical depth of 80 metres below surtace ther o sequence of
meizsediments, schisis and some cherty malasedimens. Mineralisation was fourd to be associated with siliceous clays
in e weathered profile ard at depth weslerly dipping shears in o aothnorthwestedy rending sequence of feruginous
chleritic schisis wilh race pyrite.

Afecture of the prospect is i focation over a disupiive fexure which has been interprated on the basis of aeromagneics
and some evidence from diillhicle infemation 1o be contidled by a smali porphysy intasion.

Selected intercepss om RC drifing ot the Bronce Prospect are shown in Table 3.

Table 3 - Selected Elevated Gold Results from RC Drillholes ot the Bronco Prospecdt,
Horse Well Project Area

Drillkole Easting Northing Declination/ Intercept

Azimuth From To length Ay
HWWRWZ 28 4605 19350 &0° /0387 @ 10 1 199
HWRW228 4605 19350 &0 /028" 21 22 ] 3.24
HWRC222 4600 19387 &P /0008 i 14 2 498
HWRC222 4600 19387 &0° /000" 26 29 3 2%
HWRCZ222 4600 19387 S0P /0000 31 32 1 216
HWRC222 4600 19387 &P /0008 a3 34 1 118
HWRC222 4600 19387 &0° /000" 37 38 ] 1.35
HWRC221 4550 19425 &0° /000" 49 50 ] 115
HWRC221 4550 19425 &0° /000" 72 73 ] 1.23
HWRC221 4550 19425 &0° /000" 17 123 4 203
HWRC221 4550 19425 &0° /000" 149 150 ] 151
HWRC221 4550 19425 &0° /000" 163 166 3 178
HWRC221 4550 19425 &0° /000" 168 169 ] 3.47
HWRC 1467 4550 19450 &0° /0440 Ha) 17 1 3.30
HWRC 1467 4550 19450 607 /044" 76 79 3303
HWRC226 4470 19535 &0 /028" 114 115 ] 1.23
HWRC125 4650 19550 &0° /003" 7 19 2 418
HWRC125 4650 19550 &0° /003" 33 37 4 614
HWRC125 4650 19550 &0 /003" 50 52 2 294




HWRC125 4650 19550 &P /003" 59 &2 3 5.50
HWRC125 4650 19550 &P /003" 72 7E 4 228
HWRC125 4650 19550 &P /003" 87 8y Z 1.37
HWRC125 4650 19550 6070037 104 106 2z 1.89
HWRC127 4697 15600 &07 /3557 86 G2 o) 3.80
HWRC127 4697 15600 &07/ 3557 6 101 5 320
HWRC127 45697 15600 GO° /3590 109 113 4 1.38

MNote: Coordinates ore on a focal grid.
i ) .
tenglhs are in mefres,
= 1
Gold contents are i1 pom.

Driling dificulties because of poor ground condilions 1owards the end of the period cutailed plans 1o lest down dip
ond down plinge componenis of the Bronco minealised sysiem.

Colt Prospect

Al the Coll Prospedt, sitvated some two kilometre norh of the Palomine gold deposit, a sikeer hole infll aircore driling
programme on 100 mere by 50 mele contres for a toled of 1032 matres of difling nvestigated mineralisetion over o
zone measurng 650 mates by 200 melres. The most encourcging resul based on 4 meke composiie sampies was o

beoad wlersection of 0.36 g/t gold over 36 melres from a depth of 44 matres, including 1.9 g/ gold over 4 metres
from 60 metras. Mineralisation trends rorhnortwes! and is associaled with vein quarz in malkic schiss. ilng

was Tecommenrded betler o define the mineralisalion including both al deptt: and along sirike.

Exploration 1997 1o 2000
The awnershiz of e present Homse Well Projedt arex changed hands al the end of 1997 and the rew owner conlinued
axplaration intermitenty over lhe presenl property area and ower areas beyord s boundaries.

i the 1999 field season, explomsion over the present project aren was resumed ond included 1:25 000 geological
inerprefalive mapping using aeromagneic imagery and ¢l known drilling data. Previous dri§|?>0|@ drster were compiled
in 1o o new dalabose ard additone RC drilling of 20 boles wes c.(Jmod aul aver some of the known gold prospecis.
in addilion, RAB dhilling was coriad oul aimed ar idantifdng exiensions lo known minerdlised areas. Where RAB diilling
proved successtol, an addilional five RC holes funher tested the potenlial of new gold anomcdies. The majority of this
crilling was conducted in the vicinity of the Paloming gold dop(ml bt serme cullying areas ware ssted 16 the noh and
sovtheast of Paiomine. n all, 4767 merres of verical RAB and 6678 metres of mainly weslery inclined RC drilling were
cempleled

The RAB drilling programme of 89 holes irvolved driling dlong eleven fnes orientaled norheast at 160 metre by
200 mele centres and in some areas 80 meke by 200 matre centres. iticdly, all drill S(Jrrp|@°s were colected as
4 mete composites and a 40 gramme sample was analysed for gold by aqua regier digest. Resplits aver one melie
interls were latfer coliected for anclysis along with some check fire assays where unomuk)us gob wakies were
oblained. This work further iderlified qc>|d minesciisation of the Filly and Pony prospects. Blevated resulis from the 1999
diilling programme are shown in Table 4

¥

Toble 4 —~ 1999 Elevated Gold Results from RC Drillholes at the Filly and Pony Prospects,
Horse Well Project Area

Drilhole Easting Northing Declination/ Intercept

Azimuth From To  length Ay
Filly Prospect
HWRC 238 271533 7128955 60° /90" 114 121 5 1.84
HWRC 242 271594 7128871 GO° Q0T Q3 o8 5 056

Pony Praspect
HW=RC 248 270119 7134806 60° /90" 9 114 15 0.62

Note: Coordinates are Australian Geadetic Datum 1984,
i ’ .
tenglhs are in mefres,

J 2
Gold cortents are in pom and reter to dill :rlfo.’LD,)rt of 5 metres or grecior after QDD’\y g o cuboh

of 0.2 g/t gotd.




Exploration 2000 to 2001
Curing the period fe ownership of e area now covered by the Horse Well Project changed hands again.
awner mainky focussed ils afention on evaluating the rescurce al the Falomira gold deposit

The new

1 hall of 2000, The eslimate was based upon
los for 228 mefres.

A resource estimate was prepared for e Palomine deposit in the secor
236 RC drillles for some 33 498 metres and 2 diamond core he

The estimation appracch was computer based and uiilised an inverse distance squared algerithe for grade eslimation
in o blocks of 10 metres by 25 melies by 10 metres with subrblocks of 1 matre by 5 metres by 1 meke. Block volumes
Ted 1o lornages using i sits buk relative dersities of 1.8 for oxide, 2.3 for wensitonat and 2.8 for fesh,
Nine different fodes were recognised. No digincion was diawn bebaeen the oxide, Iransiional and fresh matensis in
interpolating grodes. Different upper cuts were used for the different lodes. Resau
05g/5 1.0g/%and 40 g/t gold.

WERTED COMva

3 were repared at lower cotofs of

Estimated resourcas were nol cotegonzed al all and fus were nol assigred o ony of the dasses recognised by the
2 4 'y 2| ¥
CRC Code. Because of this aorreoiegonisstion, this resource estimate, however compelently it moay have been canied
2 F 'y Y
out, is rot JORC Code compliant even fhough an individual was nemed os the Competant Person in cccordance with
the JORC Cade. in view ol this situation, these resources are nol presented here bat are Junther reviewed in the nexd
section of this Reporl.

I cxcdcdition 1o the above acivity, some limited addilional exploration wass caried out which included RAS dilling over
the Rebbit Weli Prospect siuated near the eastern mergie of e present project cren. Here o nothmorhwestery rending
matic succession with bonded iron formegon units hosts siliceous sulphidic ched with vuggy quarz weining and
phides. Some of the belter difl nlersections fom this broadly spaced programme included 7 metres al 11.5 g/ siver
and 550 ppm lead frorm 36 metes and in arcther dhillhole 1.2 g/t gold over one melre rom 26 meles. The
anemaious area was reporied o hove a siike leagih of over 1000 maires and to be open for further testing in several
directions.

5

By mid 2001 the fenemenl area covering he Horse Wel Project was relingquished and was subseguenty applied for
ancrher party. Since that lime the area of the currenl Horse Well Project has bad applicalion siaius and no field activities
have wken place.

Palomine Gold Deposit Rescurce Estimation by Alloy Resources limited 2005

I the course of the preparalion of #is report, the 2000 resource eslimation procedure covering the Paloming gold

deposit was exomined in some delaif in an attempl o assess s cedibifity. From this study, a number of points of

reservalion resufled: some waere from lack of informalion in the availoble records but others were of a more lundamental

rature. The main poinis al issue were s follows:

& a high proporion: of the contained gold wos corcantrated in only o lew lodes making these fundamenial in
determining the ovesall resource magnitude and grade

¢ differing sample volimes were freated as eguivalen

s o dala were presented on recoveries or possible contamination

e three different laboratories using wwo differen: anaiyticsd techniques were used for routine samples but ne
COMpEEisons were carmed ou

¢ blonk, slondad and duplicale samples were submitied 1o the: laboratories bal no anclysis of the: results seems 1o
herve been coried oul

® maps and sections weres not preserled

# varicgraphy was poor 1o foi

s o sie bulk relative density daterminations were crried oul

s oxicke, ransiion and fresh maerials should have been grade inlempcialed individualy due to possible differing
contiols on minesalsalion

s the upper cuts applied o each jode bear no obvicus elationship o the popuialion siedisics of the fode

s blocks were extrapolsed well below he deepest parls of the buk of the dilling

=

s the inverse dislance cubed algorithm would prabaisly have Baen betles than invesse distance squared in view o
the poddy noture ¢ e deposit
s noguality contred checks were done on the analyses and the dalabase was not Jilky validated

¢ surlace and down hole survey dala are susped where nominal as opposed o surveved date are used

[

e aresouce ol e highesl of e lower cutolls of 4.0 /1 gold would be suspect in view of the paddy nature
thes deposit



Although rore of the above issues wese considered to be falal 1o the resource eslimate, sulficient poirts of urceriaingy
axisiad so that the judgement could nol be made that the: resource was JORC Code (:O!ﬁﬂ;}ii{}m even though il had ne
been overly staled 1o be such. In view of this, the esource was reasiimated by Mackay & Schnellmann Py Leiled for
fhe purposes of this independent Geologis's Report.

The corrant rescurce was esimated using o compuler based methad. The majority of the drillkole dala available covers
the inlerval kom sudace to a depth of about 100 metres. The lodes were inerpreied using a three meke down hole
minimum widih gad the steep dipping structure stidbuied (o the Paloming deposi. The mineralisction was ek projecled
beyord any Emiling below cukalt grade dritholes and where no such dritholes exisied the jodes were proiected for
25 meshies down dip ard 125 mekes along stike. Block size was 15 matres by 5 matres by 2.5 rmelras. Block volumes
were converled 1o fonnes using assumed i sity buk relafive densilies of 1.8 for axdde, 2.3 for trarsitional and 2.8 for
frosh material. The inverse disiance cubed algorithm was used for the interpolation of grede. The initicl search ellipse
was 25 melres by 25 metres by 50 matres with & second pass within. 105 mefres of the sutace where dillacie donv“):
is graates! using a search <~*||'pso of 12.5 metes by 125 relies by 25 matres. An upper cot of 10.7 g/ gold was
applied based on the mean plus two siamdard dovmlmm of all the inlerseclions qroulcz{ tan 1 g/ gold.

Al lower caroff of 1.0 g/t gold and apphing an upper cut of 107 g/t a JORC CODE comphion! resourca of

Pafoming is eslimaled to be as follows:
Indicated Oxide Minasal Resource 153 000 tornes al 2.7 g/t gold
Indicated Transtional Minarsl Resource 147 000 tornes al 2.9 g/t gold
Indlicoded Frash Mineral Resource 307 000 tornes al 2.7 g/t gold
Tolal Incicated Mineral Resource A07 000 tornes al 2.7 g/t gold

The lonnages have been rounded o the nearest 1000 and grades rounded 1o ane decimal plice.

The above mesource is appreciably less than fal resoling Fom the resource eslimation of 2000, The difference is due
o the grealer extapolation below and dlong stike from e dilling dala that was employed in the earlier eslimation
procedure and the adoption of o lower catoff of 1.0 g/1 gold ard applying ar uppes cut of 10.7 g/t

Prospectivity
Maodam gold exploration began of the Horse Well Projed area in the early 19905, Prior 1o this fme, gold exploralion
of the lesrain within the proiect area had been of a corsory noiure and fmited to brief reconnaissance surveys.

Folowing the discovery in the mid 19905 of major gold deposits in the Yandal Greensione Belt to the sout of the
presen| project area, Harse Well has been continuoushy held for the majority of the period as par of a lerger leremen:
f]r)ldan which hca @ h cnged ownership on sevesal cocasions during the period. Progress in advancing the area coverad

vy the present ject has been gained by successive RAB ond RC diifling pragrammes which herve
t}’ﬁfzr:ﬁcms?z.'(}ie(]l the ares’s prospedivity by outlining a moderalely sized gold deposit al Polomine and localing sevesd
other fess well delired gold prospects mainly associaled with s;|||(.<{=.{-z{} {}u:.|f@rf)u< shear zones in shuclurally conirolled
anvironments. There is also evidence of gold anemalism relaled to internal gromiloid intrusion contact zones and gold-
silverlead minerclisation associcied with an exhalotive horizon in easlem parts of the project area

A secent JORC CODE complion: resource estimale hos beer prepared for the minerdlisalion presert af the Paloming
depasit applying a 1 g/t gold cusoft and an upper cut of 10.7 g/t Hor the following estmate:

Indicated Oxide Minasal Resource 153 000 tornes al 2.7 g/t gold
Indicated Transtional Minarsl Resource 147 000 tornes al 2.9 g/t gold
Indicated Frosh Minesad Resource 307 000 tarnes al 2.7 g/t gold
Tolal Indicated fineral Resource A07 000 tornes al 2.7 g/t gold

The drillace spacing is nol yet adequate for the resource estimale prepared 1o daie 1o be regarded as delinitive. There

is a nead lo improve dilthole density in the vpper levels of the mineralisation 1o provide a more ossored category for
tese resources. Further axpl vt Paloming is alse waraniad o invegigate the minesalisation prasent both along
strike ard ot depth, patticolory reloted 1o plonging shoots wilhin the en echelon shear syslem.

Future exploation beyond he Paloming deposit is whaolly justified over several knowa prospects which so for have not
been evaluaied comprahensively, pariculady from the viewpein: of the shuctured orenlation of the minercliscion present
Further examination of the existng {f{]t(]b(}s@ should also be conducted i order o idenlify neww areas for exploralion
within the projedt area which have so fos received litle attention or where previous work was shown 1o be ineffeciive
owing to fronsported overburden. In this regard, it is recammended thet the exsling aeromagnelic dala shouid be
reinterpreted and augmenied whese necassary in order fo define unesied concedled sructual targels.




Proposed Expleration
The proposed exploralion programme by ARL is 1o concentrate on difing out the rear surface gold resources o
Patoming and nearby advanced prospects as o precursor 1o fure scoping studies.

This programme will include a comprehensive review of te exisling database followed by diilling which will inclde
RC as well as core dilling for metcdlurgical fesiwork and geotechnical puposes.

Drilling is planned 1o lesl for addilional mineralisstion associcted with explaration wargets identfied within the lenemen
with the aira of increasing paleniial gold resources. ARL plan 16 repiacess aitbome magnesic daia and conduct ground
geophysical surveys using gravity and electical methads, incudieg sub-audio magrelic lechaigues, better 1o deline subr
surface shear zones.

The estimaled cost of hese exploralion activities far the first vear is $405 000 with $383 000 i the second year giving
a lotal of $788 COC over twa years.

88 Creek Project

Location ond Access

The 88 Creek Project is focaled in the notheasiern par of the Kimberley Region some 160 kilormetres norhwaest of the
fowr of Konunume. Access by rood from Konunurea is reshicted o four wheel diive vebicle viar the unsealed Gibb River
o Kalumburs road as for as Carson River then eastwards via an unsecied exploration woad 1o an exploralion carmp stie
at Ashmere. Total distance is arcurd 700 kilometes. Local access therealter is conlined to explomtion rocks maniained
on an as needad bosis.

wing 1o rouch temain, much of $he area s only readily cocessible by ol Geebung unsecled airsiip i3 situaled
Cuwing 1o rough tenain, much of the area is orly readily aocessible by air Geebung unsecled aisirip s sitated

O kilometres nosdheast of the Ashmore exploretion cemp and o second unsealed alisiip and heficopter larding faciity
10 kilomatres nodheast of the Ashmore explorstion comg and o second unsesled chisiip and heficopter landing facii,
hese landing faciliies ae vsed for fernving supplies and personnet

are locoied o the exploction comp itsell 7
frore Kununuera, Perdh and Darwin. Heowy or large items of equipment mey be brought o the area by barge Fom
Darwin via Kalumbur and then transparied by road . Helicopers are ofien used i the area for the collection of
exploration samples.

The Kimberley Regior hos o subiropicat climate wilh o dry seasen ko Aprif 1o November and a hot, wel season bom
December 1o March. Owing fo the difficull conditions during he wel season, exploration fieldwaork is condocied in the
dry season.

lard use is largely resiiced 1o catle raising and these s litle permanent inkasincture.
All requisemants for exploration mus! Be brought in o e project aren

The praject area covers dissecied poriions of e Kuunjie Plateau where less asistont ock units have eroded 1o fora
broad valieys ond elevaled areas are capped by sandsione 1o form plateaux and mesas wilh reliel from 100 10 400
meies. Escarpments sypicaly separaie platecux hom valleys and are up 1o 80 metres bigh. Over areas of basalic

badrock, fondioms have a disincive rounded Bl and small mesa appearance

The Kurunjie Pleteas has been affected by hiee cycles of planation: the oldest detes back 1o the Cretoceous when the

the highes land sorfaces reicin heir paloeo soils.

Major dramages are associated with broad areas of sandy aluvivm, are ncised ond are interpreted 1o be
superimposed alter inilally developing on an eorfier ploleas sudace. Minor steams display either derdritic or
subsequent patiems confrolled by the nature end struciure of the baediock. Except it areas of lopagraphic cortrast, minor
drainages ase poory developnd.

Tenemanls

The project comprises twwo corfiguous areas covered by Exploration Licence 80,2504 ond Explowation Licence
80/2753 i wial the wnemenls cover 97 blacks ar some 320 square kilomatres in the Kimbearley Minesal Field.

Geology

The 88 Creek Project area cerupies a porion of the rorheastern Kimberdey Basin, Within his areq, Palusopraierozoic
forraations that cron out belong 1o the Kimbeday Group. These comprise the King Leopold Sandstone, basalic volcanics
and inlercalated sediments related 10 e Carson Volcanics and the averying Warlon Sandslone formation.
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Bused on exposed sluciungl fectures, the orea consigs of two distind zones separated by the norferly rending De
tancourt Foull sructure that is raceatie for over 60 kifometes. The weslem zone is offected by west and norhwestedy
wending and notheasterty rending fold axes that form broad domal ard basinal feaiures. This zone is also alfecied by
northecsiery and enstsoutheasterly rending fouling. The easiem zone by contast is highly foubed about a stong north-
nothwesterly trend bul neahery and northeaslerly fault directions are olso present craaling small faultbound horsis and
grabens. The age of this feulling is urknewn bus the leck of ercsion subseaquent 1o faulting suggests i1 is relatively young
possibly reloted to downwarping associaled wills the formation of the Phonerazoic Joseph Bonaparie Gull Basin
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Magnetic mage showing G%s‘.avéty Crustal Boundaries

Published regional aesomagnesc dota show prominent nothwestedy and northeaslery lineors unning Hhroagh the
project area. These doia also show that same 80 kifometes 1o e southwest, o 40 kilometre wide circaler magnelic
anomaly is present This feature is believed o be related to o burted source that may represenl a large magnelic
grarioict insive of unkacwn age. Such ar inlerpreted nnsive event, it il occomed after the depositional phases in the
Patneoproterazaic, is likely to have produced doming ard fracturing of overbying sechments end may represen: eviderce
of o regional thermal event which paovided o heat source and mechanism for the infoduction of minercised
bydrotheraal fluids inlo the overing fraciued sedimenlary pile. This scenario would rot be a possibility if e magnetic
ancamaly were reloted o an Archoean intrusive event in basemen: anderlying the Kimberey Beasin.

Cf fur
pubsiished grovily maps. This is interpreted 1o represen: a thinning of the crust under the Joseph Bonaparie Gulf as a resul:
of DevorienCerboniferous rfing.

ther irterest is the increase in the gravity field alang the northeasiem mergin of the Kimberley Basie as shown on
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On currenl evidence, the only well documented volcanic evenl within the proiect area [ollowing the major
Palaeoproternzoic Carsen Volcanics basalic phase is the intusion o small kimbedile dykes and silis i the
Neoproterozoic. These intusions are cler finked 1o migrating haet spet activity in the mantie and offer evidence of deep
seated volcanic acivity. Also relevanl in fhis contex) is & recenl inferpreiation tal the conjugeie set of linear magnelic
cnomaios onenlated norbeast and nothwest which cross the area are licked 10 dolerile dykes innuded along
axlensional fractures developed as o resull of basement exiension during Devenian-Carboniferous sifing of the joseph
Bonapare Gull or late JurassicCretacecus rfling. Combined, These voleanic evenis reflect undarlying tectonism and he
spot aciivily aver an extended pedod of geological time.

fineralisation

Prirary gold mineralisalion has recantly been discovered on the project area and is regionally linked & inferacting fauft
sictures over parts of the De Lancour! Faull and faulled areas o the east. The hosts for the miners
formalions in the Palasoproterozoic Kimberey Gioup.

isction are sancistone
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Previous Fuxpleration

Exploration from 2001 fo Date
kst leads 1o he prase
outside the projecl area as a consequance of roufine abservation of »C.3 mm 1o <G 5 mm size Fradtion of heavy mineral
concentiates  derived from the  processing of recornaissance  diomond exploration samples each  weighing
40 kilogremmes. Subsecuenly, the comrser size faction »0.5 mm o <10 mm of heavy mineral concenlrales were
observed for patticulale gold.

nce of gold arese frorm e recovery of detriiad gold frora several locations both within and

The size of the gold parlicies recovered ranged from 0.4 mm 1o 1 mm. The avmber of gold parlicles recovered fors
fhe 0.3 mm 1o <C.5 mm size fackon sanged from 1 gold grain up 1o 88 grains. The Tatier represented the most
significant indial result fiom the BB Creek Projedt area covering in parlicular the 88 Creek Prospect and provided the
impetus for subseguent goid exploration.

Examination of these grains was underiaken using optical end scanning electron microscopes in arder 1o determine semi
quenlitalively e silver content of the gold grains and e chemical composilion of their minersd inclusiors. These studies
found that mast graing showed evidence of some mechanical sanspert ard chemical corasion athough o proxmed
source wos inlerprated for three focalties including the 88 Creek, Magnesite Creek and Epithesmal Creek Prospecis.



Soil mrmrnies. ok A

Those gold grains which showed ik mecharicd damage were found o be associaled with quastz, caleiie and
churminium silicotes that can be primasy velr materals. Silver cortents of the gold grairs sanged from below delection
up lo YO% silver Maost grains ware ineqular and xenomeorphic, characlenisics genenally associatad with primary gold

Mulispectral imagery desigred lo map the distibugon of clay minerals as a means of lergeting the sorface mandestalion
of various styles of mineralisation incduding hydrothermal alieration possibly licked o gold minerslisation was also
available from the diomond exploratien database. This imagery covered parts of the 88 Creek Project ares and ground
0 the nartheast. These dala were interpreted and demonsiraled o spesal fink between the degilal gold cccorences in
spacilic areas and more broadly o regiond zone of argific clealion. Signiican centres of pyrophyllile clleralion
prexiral to detrital gold coounence wase absarved within Exploralion licence 80/2753 and 80/2504 covering the
88 Creek, Mognesite Creek and Epithermal Creek Prospects.

Foliowaing the nitcd deirilal gold discover
inerpreted fiom the regional zone of arg
pregrarmma was initicted i eordy 2002

s ard the apprecialion of the exglomtion possibiliies for primary gold
- alerction, a helicopter assisied field reconnaissance and sampling

This programme was designed o confirm the presence of gold and argillic dileration, gain krowledge of the stiuciurcd
and geologice! setling and define the extent of gold anemalism rough succassive soil geachemical and rock sampling
DHOLTCIImEs.

Horls were concentrated within a 12 kilomete by 5 kilomele zone coverng the B8 Cresk, Epithermal Creek and
Magnesile Creek Prospects but also included reconraissance assessments of several outlying prospects. [n all, the
srograrme resulted in the collection of 2785 soil samgles and 267 rack samples and fed 1o the debinition of ro maoir
areas of gold anomalism o B8 Creek and Magnesite Creek.

in midd 2002, a detsiled airborme magnelic, radiomelie and digital elevation survey was conduded over the main
prospects in the 88 Craek ores. This survey was camed oul al a norinal fne spacing of 100 metes in a nodhsoulh
direclion and using o sensor height of 25 metres. Cuiputs included olad magnetic inensity, radiomelric ol counl and
digital elevation model imogery.

The resulls fror the survey confitmed the impartance of the fraciure patiems ohserved ol sulface, pasticuiardy faulls orierloted
norh, northwest and norheast. The adiomeric daio identified potassic anomalism relaed 1o e Carson Molcanics.




A reconnaissance ground gravimelric survey was compleled over part of the Magnesite Creek Prospact comprising hwo
paverses for o ol of 846 mefres. Stalions were rominally 10 mekes apart. The resulls proved inconclsive and il was
suspecied that fhe high reliefl within the surveyed area may have alfected the date acquired despite application of the
rormal coractions.

Towecsids the end of the 2002 field season, survey work had slevaled the 88 Creek and Magresze Creek Prospects 1o
ss drilling status. The fwo prospects were subseguently investigated by RC drilling for o oial of 4753 matres over

During e 2003 field season, o form in parmer coninued exploration over the BB Creek Project end surrounding areas.
The focus of Ihis work was 1o validate the exisling database and foliow up some of the previously idens
geachemical anomalies.

ocd sirearm

Wihin the 88 Creek Project area this work entailed rock, soil and strear sediment gecchemisirg. In all 282 rock, 51
stream sediment and 1137 sail samples were coliscted aver the 88 Creek Project araa. Overall the resulls validated

data oblained fom earlier programmes but because of the limited scope of the exploration, Taiied matericlly 1o advarce

knowdedge on gold diskibution. Howewer, some inferes
programme. These included deteciion of an arseric

rg advances came bom the rock chip geochemicat sampling
eaHefurivmgold geochemical associction Enked 10 conugate

ferruginous joint sets following norhwestery and nothaasierly directions al the A

Aagnesite Creek Prospect. Similar rend
directions were observed for fie soil gold anomalies at the Magnesite Creek, Epithermal Creek and 88 Creek
Prospects. A1 88 Creek Prospedt, anomalous arsenic values were observed 10 follow o nothwestedy rend foliowing

structures whick postdate and offset pyrophylite-dickite aleraton inlerpreled Fom spectral imagey.

Further work was undenaken of 88 Creek and Magresite Creek Prospects with the aim of betier undersianding the
reletionshin behwveen gold mineralisation and pyrophyliedickileilie aleration assemblages nlerpreled Fom aitbomne
miutispecial imagery. This fook the form of camying out ground trehing work which mchided the direct measurement of
badrock spectial responses. It general his axercise showed that ground dala conelated well with tha airbame
byperspectral mapping informalion but il proved difficul to establish a clear relatioaship betveen gold occurence and
any paricular specied response. Other observations mcluded the inerpretalion thal the mineralogy of the dlleration
zones was consisien! wilh low temperature fuid movemer:, thal where present alleration was conlined to the sandsiones
of the King Leopold and Warlon formations and the Carson Volcanics interlaver sandstone units. Furher, $at the
aheralion was genesally stalobound bul that the zonation in the alteralion zores may possibly be explained by o
concealed inkusive bady. In addilion, there

3

was evidence of stiuctural dislocation post daling the aleration zones.
Enporantly, however, the study was unable o rescha the relationship betwesn the alleration assemblages and knewr
gold minsralisation or the age or stye of the mineralisalion present

88 Cresk Prospect

Efective exploration in delineating areas of geochemical gold ancmalism was advanced by o soif geachemical survey
covering some 5 square kilomeres of vanably allered sondsiones and malic valcanics surreunding the diainege sample
from which 88 poviicies of delrial gold were recovered in late 2001

Faliowing oriertation surveys, sof samples sereenad of 200 miciomealres were collecled al 100 metre centies. Samples
were anclysed for gold, copper, lead, zine, plasitum, pallodivm, iron, magnesivi, nicke
selenivrm, teflurium, thallivm, urarium and kingsien.

. silver, orsenic, anfimory

The 1esulls defired twao significant areas of gold anomalism in residual soils astride a rorhrsouth faull zone that were
designated the Waeslem and Eastern Anomalies. These aromalies broadly form en ore suoonding on area of
pyrophyllile clay alleration o e southeast of the prosped that retumed Tow level o baren gold values i soils.

The Western Anomaly as defined by the greater than 25 ppb gold coniour is approximately 1.5 kilometes long ond
ranges from 100 o 300 meres in widih, Wilkin this soi anomaly, a 750 mete zore of elevaled values above 1 5/
gold occurs e inclides spol highs of 16 and 10.5 g/1 gold ablained from orientation saraples screened of »200 and
<500 micromeires. The Eastern Ancraaly es approxdmately 250 metes east of the Weslern Anomaly and covers an
area some P00 matres long and ranges Fom 150 10 500 metes in widh based on the greater than 25 pob geld corlour

The patern of elevated gold geocherical walues in soils showed o spaticl diskibuion suggestive of an inersecing
rorhery, nertheasterly and nothwesiery paitern mirroring prominent foull directions i the area underiain by
Palaeoproterozoic Warion Sandstone, Carsen Yolearics and King Leapeld Sardstane.

Zones of geachemically onomalous gold volues in soils above 25 peb gold did o generaly show a posilive
comelation wilh base melal or patbfinder elements alibough an enemaleus thalliom and uranivm associction extends inico
parls of the stongest gold anomalies. There is olso evidence thal isolaied arsenic, uranium and ungsten anomalies
eflect potentially gold mineralised zones. Areas disial 1o the main gold aromaties cantain elevated copper, fsad, zinc

and arsenic rends which are interpreted 1o eflec underying Carson Molcomics.
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in addition, us part of he geochemical progamme, steam sediment samples were oblained kom diainoge channed
sediments whese soil sampling was inappropricte. These samples were generally enalysed for a suite of elements simitar
iy those of the soif samples.

A relatively small aumber of rock samples were collected nitally which relomed generally low walues up 1o 14 ppm
copper, 37 ppm lead, and 126 ppm zine wilh ne {;olf*" vodues being aoove the deledtion lirmi. Similes reconnaissance
ook sampling conducted some two kilomelres wesl of BB Creek Prospect retumed values up to 83 ppm copper,
81 ppm lead, 340 ppm zine and 36 ppb gold. Later validagion rack chip sampling in 2003 retumed gold values up
io o maxdmam of @7 ppby

The initict RC drifling programme comprised 48 holes for 3483 mefres and was designed 1o test the soil geochemical gold
cnomiciies over areas peceived 1o have stucurl sgnilicance: herefore a patern difhola krvoul was nat adopled. The
greater part of the drilling was concentrated within an ares of 0.65 square kilomelres. Holes were diilled vericaly or incined
al 500 or 60 in o westarly, notherly, ecsterly o scuthery direclion. Holes lesied the underlying succession 1o maximuns
depths of 100 mefres bt generally nvestigated the neosr suiface environmenl o verticol depihs of about 50 mekes.,

RC diill sarmples were taken aver 1 melre intlervals ond anclysed. A subrsample was secied with a cyonide sollion
faliowing which gold was determined by ICPM Specrrometry. This araltical approach may have underestmated 1he
wolal gold content of the rock # refreciory gold is presen: below the bose o oxidation.

iling investigated a subrhorizoalal succession of Waron Sandstore and Carsan Volecanics aithough subtle domed
structuras have beer interprated locally. From surface, up to 50 melres of diered sandsione overties up 10 20 metres of
Bessoll that infum overdies o lower 30 metre thick aliered sandsione unit. Below this lewel, diling mleseded a lower
basall uait but there are nsufficient dala to establish its persisience.

Gold valves retumed from the difling ranged wp to 14 g/1 over o 1 mete inerval within subrhorizonisl zones of
geochemically anomalous gold delined by the plus 5 ppb contour, Crerall, the most elevated gold values occur in the
iop 1040 25 matms of the upper sandslone unit assacialed with the periphery of phyllasilicale alleration within o micror
vainad sandsione host conlaining disseminaied pyrile.

Below this ner surface zone of elevated qold values there is generally gold emomalism up 10 99 ppb ot he interlece
batween the base of the upper sandsione urit ard the top of e upper basal unit

Al greater deplths, drill inlersections are limiled but indicale fial both the upper and lower basalt unils are generally
barren of gold where lesled and Iht}t the lower sandslone unit athough generally reluming no gold values did vield o
sporadic hgh of 3 g/t goeld over a T omelre inerval. There is oiso limied evidence 1o indicale gold aromatism up 1o
8 ppb al the inlerfoce of the fower sandsione unit wilh the lower basalt urit
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The maore elevaled resulls from e dilling programme are given in Table 5.

Table 5 - Elevated Gold Results from RC Drillholes of the 88 Creek Prospect

Drilthole Easting Northing Declination/ Intercept

Azimuth From To  length Ay
E88-005 380439 8388988 &o° /1800 2 3 ] 0.69
E88-006 380408 8389077 &o" 1800 7 72 ] 105
YWRRB-OO7 3793963 8388637 s0° /1800 7 8 ] 1.39
YWEB012 379964 8388641 507 /0908 7 8 ] 0.62
YWEB012 379968 8388641 S0° /0908 20 21 ] 0,66
WWERBO16 379905 8388836 GO° /000 0 ] ] 0.58
YWEB-018 380003 8388833 GO° /000 & 7 ] 061
WWEEO20 I79BGY 8388704 507 /0358 20 21 1 0.64

T r I - r 1. . 7
Note: Coordinales are in Ausiralion Geodelic Datum 1984,
lenaths are in mebes.

Gold contents are in ppm.

Folowing the results of the drilling programme, futher geochemical surveying was carried out in 2003, This work was
dusigned 1o provide more information on the optimam soil serpling medium ard methodology 1o be de
fts. This work canfirmed thal earlier survey work was widid both in
gold values and sempling rmethodeiogy

- r
plewrd in future
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Magnesite Creek Prospect

Soil geochemical surveys following the methodology adopled af 88 Craek Prospect delined thiee coherenl ancrmalies
reforrad o as the Westemn, Cenired and Northeosiern Anomedies. These aromalies are siucted some 12 kilormetres
norhwest of 88 Creek Prospect in an area of fal ing sendsione terain featuring intersediing acrthwest, norb and
northecst foull suctures. Nosth trending inlensively sicified breccia veiring is a leature of the area. This veining is
inerpreted o be faciured by norfhwestedy terding snctures containing narrowes femiginoos quartz breccias.

The soil cnomalies are delined by the grealer then 10 ppb gold contour in areas where fhin ferraginous gossans cocur
in sandsione.
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The Westem Anoraaly is 1300 matres i lergth ond soma 100 mefres wide and spoticlly associaled with argillically
allered sandstones ard part of a moior aothedy rending faul contiolled siliceous breccio aceable for over
& kilomatres. Elevaled gold values above 500 ppb in soils are a feature of the Western Anomaly thal appears to be
sincturally and geochemically distact from he ofher nearby soit cnomelies.

The Ceniral and Norhenstem Anomalies are over infesseciing norrwesiary and norherby "Of‘dinq fouh stuctures in
argillic aliered sedimentary rocks. The Centrel Anomaly, as defined by the greater than 10 ppb gold conlour, covers
an erea of some G50 melres by 400 metes and includes gold values in the plus 190 2 {}b rarge. This anomaly alse
hosts & north trending subaropning gossanous zone with geochemically elevated <0pp(, readzincgold values. The
Nertheasiern Anomaty as defired by the grealer than 10 pob gold contour is approximately 350 metres in length and
les some 500 metras rorth of the Cenlral Aromaly.

Some firty rack samples collecied within the area coversd by e soil semzding procramme retumed anomalous values
iy y e soil sampiing prog _
of up e 185 ppm coppes, 1030 ppm fead, 470 ppm zine and 114 ppb gold. Reconnaissance sock sampling scme
4 kilomelies souhwest of the prosped i Carsan Volcanics retumed values up 1o 213 ppm copper and 78 ppm zine.
F f A

Recornaissance diifl tlesting of the VWeslemn and Central Anomalies at Magresite Creek 1ok place towards the end of
fhe 20072 field season and followed the methadology adopied in the dilling of the B8 Creek Prospact

ln al, 17 inclined RC holes for a 1oial of 1270 metes were completed with inclinedt hole deplhs ranging from 30 10
131 meles for an average depth of 75 metres. Drill testing was limited to the most significant soll anomalies and
designed 1o explore for potenlially mineralised sructores foflowing nartherly and nortbwesiely Irending direclions.

Crer the Wesiern Anomaly, driling esablished geochemically anamalous geid values in the near surace environmen
of vp to 57 ppb over 1 mare in silicified King leopold Sandsione. Al the Cenlial Ancmaly, the best diill infersection
lested variably allered King Leopeld Sandsione conlaining subrhorizontal lenses of geochemically anomaious gold
defined by the plus 5 ppb contowr ranging up lo 85 ppb gold over 1 melie. On on adiscent diif seclion abow
140 melres o the norhwest, a spat kigh of 134 pphb gold over 1 melre was renrned fram femgnised sandsione within
10 meties of the surlace.

Epithermal Creek Prospect
The Epthermal Creek Prospect is ceatred sorme 5 kilomelres norfwest of 88 Creek Prosped aad covers a northesy
trending faull stuchure fraciuing vori{}bh' ahiered and n places deeply wealhered volcanic and sedimaniary rocks. A
ils norhern end this foull is cflecied by o nodhwesteshy trending foult stacture whick displaces the northesty trending
siucture 1o form a i zone.

izt interest in the prospect arose fiom the detection of goki grains in three gravel samples abiained from o diainage
fracd risingg i fhe vicinity of the norfhery rending faull sucture.

Further invesigation idenified sigrificanl leminated questz veining and femuginous leached breccias associcied wilk
the foull struciures. Portions of the exiensive sirachies concemed were |nvoshgmod by seil geochemical surveys and
rock seanpling.

Soil geochemical surveying over approximately 5 kilomelres of the northery frending faul siuciure identified subparallel
ko level geachemical aromaties delined by the greater than 3 ppb gold conlour within the calchment of the craek
which ecslier had been found o cortain derilal gold. Within these anomaies, Jow level spat highs of plus 100 ppb
gold were obloined. Al the northern end of the area, a soil anomalous zone with a norhwasterdy Trend over
1000 metres in fengh is defined by the greater than 10 ppb gokd conlour which at s southeasien exremity relomed
values above 100 ppb gold.

Recorngissance rock chip sampling of laminaled quarz veining in sandstore and clered voloanics wilhin foulled arecrs
returnad valoes up 1o 491 ppb and 2335 ppb gold respectively. In the area covered by the sall sarmpling, ofer samples
of highly weathered and aliered rocks collecied along the foult structures r(*luﬁod fowe or background gold values bus
with cnomalous levels of up o 711 ppm copper, 494 ppm zine, 163 ppm lead, 8 ppm tungsten and 90 ppi mercury.

Apgroximately 3 kifometres nonh of the main Epithermal Creek Prospfezcl_. an ares known s Epithermal Creek Norh wes
ek sempled along o aorhwesterly rending faull zone cuting Crirson Volcanics and King teopold and Warton Sandstene
formations. These samplas relumed up 1o 1930 ppm coppen, 54 ppm lead, 110 ppm zine and 182 ppm rickel

Regional Gold Exploration
Bevord the 12 kilomete by 5 kilometre area of inferest cortaining the 88 Creek, Epitheimal Creek and Magnesie
Creek Prospects, regione qdd exploration designed to idently new 1arge! areos for evalugsion was undertaken in 2002
and 100k the form of low dansity stieam sediment and/or soil geochemisky in areos where detrilal gold localites had
boen recorded as a s ol previous regioral diamond exploralion. This wark iders:
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for follow up. In 2003 wwo of these aromalous areas within the western sector of Explomation Licence 80/ 2504 were
sampled in more delail with both slieam seciment and soit geochemical surveys end showed low oder anomalism wilk
gold vidues up o 3 ppb gold. In addition theee areas betwaen 88 Creek and Magnesite Creek Prospects wilhin
Exploralion Lcence 8C/2504 and 2753 were gecchemically surveyed withaw defining sigrificanl anomalies,

There remain five anomalous areas from the 2002 programme wilhin e B8 Creek Projec area which have vet 1o be
folowed up ard fhese are fobulaled below in Table &

Table 6 - Drainage Geochemical Anomalies From 2002 Sampling Programmes

Areq

) Characteristics
in sq km

Anomaly  Tenement

2 EBO/27353 0.4~ Up 1o 1040 ppb Au, 4 ppm As and 88 pom Cu from an
aren crossed by nothwesterly rending linearments in
Wiaron Sendstone

30 EBO/ 2504 50 Up 1o 8 ppb Av, 6.5 ppm As proximal 1o a loccdity where

7

ane detital gold grain was recoverad from Waron
Sandsione associaled with a norhsouth foul zore

50 EBO/ 2504 095 Up 1o 15 pob Au, & ppm As ond 10 ppm Cuin King

leopold Sandsione

o¥ EBO/2504 2.0 gl 352 ppm Cu response aiainst o 80 o 160 ppm

general ange of values in Carson Volcanics

62 EBO/2753 2.0% U 1o 187 ppm Cu in King Leopold Sandsione

N s i 1 ]
*Anomeaty orea extends beyond properfy Doundan:

During 2002, an interprelation was cartied oul of Advenced Spacebome Thesmal Emission and Reflection Rudiomeater
ASTER") dates covering a farge ares mainky o the norh and west of the 88 Creek Project araa. This study did however
inclide the weslermn poriion of Exploration ticence 80,/2504 and is therelore of inleresl. I 1his shudy, he ASTER date
ware processed with the aim ol idenlifying exploralion targets related 10 aleration zanes patenially associoied wilk
hydrotherial allesation and gold minesalisation

Several forms of alleralion were sought including iron oxide, advanced argilic, arglic and/or phlic ard silica
aheralion. Following the processing of the daie with these principal aims in mind, each sivle of alieration was ranked
in terms of priorily and the top 3% by number were considered anomalous. Following further data refinements and
aaahysis, several anomalous areas were definad for ground follow uvp. Ore significant anomaty f

ticence BO/2504 is shawn on the accomparmying illusiation and described in Toble 7.

Engy wilhin Exploralian

Table 7 - ASTER Anomalies Within 88 Creek Property

Follow-U -
Anomaly  Tenements owse Characteristics
Avea in sq km
4 ES0,/2504 45 Caincicen! kacliaite, ron oxide and silica allersfion associosc

with wesknorhweesiedy ending angilic allkeration zomes.

Prospectivity

inlerprelotion and analysis of the diilling resulis fom the most advenced gold grospect of 88 Creek Praject bas allowed
soma broad conclusions o be drown conceming the stie of gold mineralisalion presen:, o possible madel for its
oceunence and the implications for future gold explonation.

A proposed modet for gold ccconance af the B8 Creek Prospect envisages a heal cell generated by a bured intrusive
source focussing gold bearing Fuids along near verical conduits where aorhery, acrthwesierly and rorheasterhy
reading siuciures inlessecl. A suface, the core of this hydrothermad aciivity appears 1o be rellected by pyrophylie
chteralion that is invariably barren of gold because the heat flows are oo kigh for gold 16 precipitale. Beyond this core
region, low grade gold precipiicles ool within cenan horzons where fower lemperaiures prevailed associcled with

silicersulphide alteration beyand the zone of pyrophyllite aferciion and whese other clay alieration and iron axide
ahleralion occurs. ate slage movement along regional foulling i the area has disploced the clay alleration zones and
it some localises appeass o be fnked o mirerdlisotion suggesting o complex developmen: hislony




This praliminary rmaodel helps fo explain e near surface subrhorizonial cortol on gold mineralisalion as leakage along
fercourable horzons and relaied silicasulphide and iron oxide alerction zones evident from difing af 88 Creek. The
concepruct model also illustrates that future gold explomtion diling should be direcled al lesling deeper levels in the
sedimertary sequence where major faulling occors nct only e the vicirity of the 88 Creek discovery area bt in adjacen
urlested areas.

Crercdl, the diling resulis to dale fom 88 Creek am low in absolule terms but the resulls demonsiaie thal highhy
ancmaious gold geochemical values and low level gold minesddisation have been discovered in a Prolerczoic province
rol previously known for primary goid eccurence. This infial dilling was based on testing so¥ geachersical anormalies
adineen! to drainages where detrital gold hag been recovered but without he benelis of detailed geological mapping
o improve undersianding of e relalionship beiween siuciure, straigraphy and alleation zones o perographic studies
designed 1o farget he most favourable metasedimenlary units for potential elevated gokd mireralisation. in addilion, no
geophysical suraing was used to assisl in he diredt selection of drill 1argets.

tis mcommended thal futore axploration is focussed upon develoging drilling largets using electical geophysical
techniques, detailed geological mapping and relaled studies o the 88 Creek Prosped. Geophysical surveying,
inclugding moderm resistvity cad Induced Polarisation surveys using 30 methards, should aim 1o delineale ssuctarally
conticled largets which have the copacity 1o conlain elevated levels of mineralisalion and lest the ores for the
accunence of concealad inrusive bodies. Success in delinealing such features will ransform the prasent enigmatic siotus
of the known gold minerslisction to a more obust exploration maedel for defailed invesligalion which moy also be
applied o axplore olher less intensively vestigaied gold praspects within the projed area.

Proposed Exploration

Exploration proposals by ARL for the 88 Creek Projaa area include the definilion of drilf largets using modem
geophysical techniques and mapging in e viciaiy of the most advanced 88 Creek Prospect. Following This initial
exploration phase, ARL propose 1o dill 1esl the defined targels.

The estimaled cost of hese exploralion activities far the first vear is $172 000 with $528 000 i the second year giving
a latal of $700 COC over twa years.

Doyle’s Dam Project

Lecotion ond Sccess

Gardie Minerl

Doveler’s Dam Project area is locoted some 43 kilomelres norheas! of the town of Coolgardie i the Coa
¥ | L
Fiold of Wastarn Austolio,

The project are is reached by way of the gravel Coclgardie Norh Road thal s first norh and then nortrnorhwess
from e own of Coolgardie & arourd 44 kilomelres along this road, there is a gravel oad thet goes gererally
westaards evertually 1o Darnsville 1o the west of the project ares. This road crosses the cenkal par of the Doyle's Dam

Prosject araq.

These are few ofher roads within the proiect araa and most of hose shown on the published meps no longer exist
Vegetation cover is generally sporse to moderale and awery fom the gravel read access would genesdlly be possible
by four whee! drive vehicle.

Tenements

The Dole's Dam Project area is located in the Coclgardie Mineral Field of Western Avsiralia and comprises ten
conliguous Prospacing Licance Apphcations 16/2270 w0 2279 inclusive. The project mea covers apsroximalely
19 saquare kilometres.

Geauology

Regional Geclogy

The project area covers the faulied conlact betweean the Dunnsville Granodionie ard the Doyles Dam Grarodiarile both
of Archaean age. These gronitoid intusions are prasent in the nedhnorhwesierly Irending Archoean Norseman 16
Wiluna Greenstons Bell which in the Duansville areq is kacan as the Dunnsy: na sequance. This sequence al its
owearmost evel comprises a highly folded ond sheared sequence of bascd intuded by matic sills and fin interfow
sediments. Overlying this basal uni, liramalic and vliramatic kematiite volcanics occur folowed by anofher basalt and
uframatic senuence which moy reflec stuctural repetilion. Finclly, the uppemosl part of the greensione sequence s
miceked by o metesedimentary lormalion with minor malic volcanics.

A
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loeal Geclogy and Structure

The norhemn portion o e Dolve's Dam project aren covers the souheasier pet of the Dunrsville Granodioriie infrusion
which forms en elliptical dome lrending northwest with crosscutling relations with fie surrourding greensione succession.
The corlact zone between the granodiorie and the greensione sequence is mosked by infense deformation ard in
piaces the granadionie s nlerlesved with greenstones.

The southern par of the project crea is underain by the Doyle Dam Granodiorite which has o fauled conlact with the
southern end of the Durnsvile Granodicrite. The Dovie Dom Gronediorile i interprated 1o hove been emploced
forceluly. The lafe siage major norbronheasterdy trending foul developed between the wo granedicriles con be raced
in o the surmourding greensione sequence whase # displaces major norhnaorthwesler

y rending shears. Aach of the
movemant associcted with this firal phose of delormason appecss 1o be dexdial sicke dlip in neture




Regionst Geologics! Selting Asvornagaetic Image
o

Dovie's Bam
Project Qubing

Mineralisafion

Gold minerafisation within the region surounding the project area has raditionally been associcied wilh zones of
intense deformalion nked 1o conlact zones between maliclelsic porphyry and interfiow sedimentmadic associations
within the greensione succession Accommodation shears Bnked 1o granodionile inzusion within the gmenstones alsa
appear o have o major stiuctasl contiol on gold daposigon.

lleres) W irvesligating the gold potenicl of siuctured grarodiarite inusions has gained momenturm In recent yoars
foliowing the discavery of gold mineralisalion in a large grarodiorite inlusive complex siuated 35 kifometres norfar

rothwest of Kalgoorlie af the Golden Ciies locality. Here gold minerahisation foliows northwesterly terding freciuze
rones within gramodionte. An analegue of the regional sefing o Doyle's Dom hos promoted renewed interest in

investigaling the geid potenlial of the granadicrile intfrusions within e project aen.

Previows Exploration

Exploration 1983 to 1985

Some 50 soll samples were colected over a podion of Prospecting ficence Application 16/2278 in the southeaslem
secior of he area underain by alerile. Samples were recovered of 25 meire inervads olong two ires sprcad about
450 metes aparl. Ne gold values above 2 ppb were recorded.

Exploration 1987 to 1989

The rorhem porion of Prospecting Licence Applicalion 16/2277 covering a par of the nerheastem sector of the
preiect aren was explored for gold during the period as parl of a leger study area. Exploration included geological
mapping using colowr eral phatography and the acguisiton of aibome magnetic dala. Mapping showed that the
wea of inleresl within Prospecing Licence Application 16,/2271 covers colluvium and laterte veneer over granodioriie
close 0 the contadl zone between the Dumnslie Cranodiorite and greensiona sequences oulside the project area 1o
the: nadhaast. The area was prospected using soil geochemicgl surveying with samples collectod of 50 malre inlarals
alang two fines spaced some 500 mefes apart. The samples were anclysed for gold and amseric. No gold values




ahove the delection evel of 10 ppb gold were recarded. Arsenic values manged from below the level of deleciion o

3 ppm Uz o 25 pom.

Exploration 1987 o 1991

An explorston project contred outside the prasent project area included groard presently covesed by Prospeding
ticence Application 16/2279 in the sastiem part of the project area. initicl wark in this ores inchuded a single eask
west sail geachemical trerverse comprising the calledtion of 30 somples of 40 mene ntervals. These samples were
analysed for gold, copper, rickel and zine. Results ranged kom 116 14 ppb gold, 17 10 47 pem copper, 10 10 64
ppr nickel and 1910 39 ppm zine. Folow up soil geochemisry included the colleciion of samples al 160 mete by
40 meftre cantres with subseguent infill sarmpling over & discrete area al 80 melie by 20 metre centres for o lofud of 195
samnples. Collectively, the resulls oullined a gold snomely measuring some 300 melres by 400 mates with & peak value
of 34 ppb gold in residuct soils over a portion of the Doyle Dam Granodiorie. Parts of e soit anomicly were
subsequently lesled by fen shallow nclined RAB drillhoies for a wolal of 361 mares. Resuls indicated fow level gold
anomaiism up 1o 0.04 por in five of he dillholes. These posiive results were atiributed 1o latesilic gold errichment ir
the near surlace environrmen.

Exploration 1991 o 1998

During the 19905, exploration for gold and buse melals was camed out largely auiside the present project area over
greenstone areas wesl of he Durnsville and Dofye Dam Granodiorites. However, part of the investigation coverad o
porion of the wesiern conlact zone between granodionte and greenslone sequences now faling within the westem
mergins of Prospeciing Licence Applications 16,/2274 and 2275 Ia this ares of deep residoal soil cover, prospecting
included geclogical mapping ond soil geochemical surveying using soll samples collecled of 40 meke ineral
compositad over 80 melres clong fnes spaced 640 metres apart. Samples were analysed tor gold, copper, zine and
nickel and relumed no anomalous valoes.

Exploration 1994 10 1995

An area of Doyle Dam Granodiorle of abowt one square kilometre row covering a porlion of the souhem post of
Prospeciing licance Applications 16/2275 and 2276 was investigated by BIEG sampling folowed By sof
geochemistry. The highest BIEG result of & ppb gold was meovered bom o creek iollowing a southwesiary course and
the highest soil sample tetumed 13 ppb gold. No definilive aromaly pettern was idensified from the limied progromme.

Exploration 1997 1o 2001

During the pariod ar area coverirg both the Duansville and Doyle Dam Granodiorite ihusions was explored by an
auger driling programme supponed by e inerpralalion of regonat aeremagnetic and geclogical dala. The auger
dilling was carried oot al 300 melie inervaels alang lines spaced nominally 1000 meires apart. i some areas auger
holes were more closely spaced al 150 matres opard. A large perceniage of the holes tesied the colerele horizon,
resichaal leterte over granodicile or mabic rack tpes. All samples were analysed for low-evel gold concantiation vsing
GG regia fechniques.

Wihin the present Dobye’s Dam project area some 90 auger holes were drilled along six diifl revverses. Resulls indicated
fal a lorge percentage of the holes returned values within the 1 1o 11 ppb gold rarge. Geochemically anomalous
gold values greater than 11 ppb were returmed on four dill treverse lines including peak values up 1o 48 ppb and 55
npb gold on wwo adjacent fines. Al the most significanl enomalies cover areas urderlain by Doyle Dam Granodionte.

Afetture of the aeromagnelic imagery covering the presenl project arec s the number of prominest norhronheasierty
rending siuctural linections which cross both the Durnsville and Doyle Dam Granodioniles. Thase siuciures are
sacenble within the surrounding greensione sequence and appear o have had o role in the location of gold
mineraiisation where hey inersect nodfrmaonhwestedy rending shear zones

Further work was recommencied 1o folow up on he sigrificanl gold anomalies ideniified bal these activities do ne

appear 1 have been carried out.




Proospectivily
The Deoyle’s Dam project area has until recent limas altiacied linle exploragon aliertion.

Eerfier gold exploration was mainly focossed on greensione sequences hing adjacent o the area and therelore
coverage of the Duensville and Doyle Dars Grarodiarites which underdie the projec area was limied o smedl areas
where activity was of limied scope.

In recent years the imporiance of granitoid intrusions within the greensione sequences has been recogrized as playing
a significont role in producing mineralised occommodation shears. Sieniler structural features Toliowing  rorth
nothwesterly and more dominantly nobmertheasierdy tends hove been ideribed within he proied men over The
Duarsville ard Doyie Granodicriles and offer concepiued gold explaation targel zones. The impeius for more delailed
exploration of these zones is encouraged by he recent discovery of gold minerclisation in an analogous regional sefing
within o grarodioriie complexin the Kalgoordie region.

Relotively recen: goid exploralion aver the project ares largeled the granedicrile intusions with o first pass auger drilling
programme whick indentified several geachemically aromalous zones with peok values of 48 ppb and 55 ppb gokd
on odiocen dill iaverse lines spaced 1000 mekes aporl. These eevated values wre interpreted 1o e dose 1o
infersecting stuchural linsarments idertdied from aeromagnetic data. Addilion exgiaralion wark is therelore recommended
o investigale forher the cutined anomalies.

Propesed Exploration
ARL propese lo advance the Doyle’s Dam Project by drill lesling the defised stuchural aargets for their gold poiential
A budget allocation has beer made for tis purpose of $89 000 over hwo yes.

H. J. Garlick
Manoging Diector
Mackay & Schrelfmann Py Limited

31 sanucey 2006
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Glossary of Technical Terms and Abbreviations
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8 SoliciTors’ REPORT

10 Febroary 2006 Phone: 08 9327 0820

Bl mghiwrightiegal com.au

The Direciorns

Alloy Resources Limiad
level 2, GO8 Muray Streel
WWEST PERTH wvA 4005

Daar Sis

SOUCITORS” REPORT

This Report is prepared for inclusion in a prospecius (Prospecius] 1o be dated on or about 14 Febuary 2006 lor issue
ty Alioy Resources limited ACH 109 361 195 {Company| of 25,000,000 fully paid ordinary shares ot an issue
price of 20 cenis {$0.20] per shore ogether wilh ore free ataching oplion per share issued, expiring 3 years aler
issue with an exercise price of $0.20 per share and provision for oversubsariplions of up 1o o furher 10,000,000 shares
und oplioas.

This Repo relales o

lal  varous mining lesermenis in Weslern Auslialia {Tenements) held by the Compary listed in the Summory of
Tenemenls Schedule 1Schedulel of the end of this Repor; and

hh asummery of the various moderial conkacts [Agreements), sel aut in fem @ below, 10 which the Company is a party.

Wrds ond exprassions defined in the Praspectus have the same meaning when used in this Reporl

1 Searches

We hove conduced the following searches and encuiries:

lal searches of the Tenemenis in the register mainicined by the Deportiment of indusiry and Resources of Wester
Avstratic [DolR) pursuart o the Mining Act 1978 (WA IMining Adf) an 7 Febiuary 2006,

thl  guick approisal secrches of the Terements oblained orine from the Tengraph system: mainlained by the ColR
dated 7 February 2006; and

¢)  searches of the native lide application surmaries maintained by the Neational Native Title Tibunal INNTT} an
7 Febaary 2006 in relation w those native tile daims which affect e Teremens.

Based on our searchas ard enguinies and subject o the siaterments sel ol befow, we confirm al the dale of the searches:

lal  the details of he mining lenements referred 1o in tis Repor are accurate as 1o the slafus and reistered holders
of those lenements;

thl  where il 1o o mining lenement has nol been granted that ot is disclosed i the Schedule;

i) ol applicable renis due in respect of the mining fenements under the Mining Adt have beenr poid:
1% i - S & . Al - . f o b S o
idl ol expenditure requirements under the Mining Act have been mel or exemplions abtained or applied for:

tel ol annual expendituie repors on operations required 16 be lodged wilh DolR in respect of the Tersmenis have
been ladgad:

i any covenss against the tilles of the mining tenements have been disclosed i the Schedule; and

lessect

gl rone of the minieg teremenis are subject 1o any unusual conditions of a modesial aatare other han os &

in the: Schedule.

1/103 Colin 5t West Perth WA 6005 PO Box 820 WA 6872
Tel: 08 9327 0800 Fax: 08 9327 0888




2 Assumptions and qudlifications
I preparing his Report:
fal we have elied on the information provided as o resull of the searches which we have made o caused 1o be

made of the regisier and the Tengraph system mainiaired by DoR and the regisler moiniained by the NINTT being
accurste and comp

[EEoN

) where complicace with requirements necessary 1o maintain o Tererment i good slanding or a possible claim in
respect of o Tenement is not disclosed on the face of he searches refe:
tharl complianee or ciaim;

red i ohove, we express no apinion on

i) any aageamant, dealing or ad fincluding disiurbing the land tor exploration o mining) in o Teremen:
racuires an authonsation, approval, permission o consenl {Avthorisation) under the fining Act, ony ragulations

made thereunder or any other relaven! lagislafion, we have assumed thal Auhorisation has been ar will be granted

in due course:

I where any agreemenl or dealing i a Tenemanl bas been lodged for registration but is net yel registerad, we
express no opinion as o whether the regisiaiion will be effecied, or he consequences of norregishalion:

fe]  we express no opinion us to whether an appfication for o Tenement will dlimalely be gramned:

i we have assumed hat the Company has complied wilh ol applicabie provisions of the #Mining Act ond all ofker

lagislation refaling to the Tenements and the Agreerents;
gl we have nol researched the underbing land fenure in respect of the Tenemenis 1o delermine if native lile rights
herve ¢ have not been extinguished, or the exent of any axinguishmenl;

h we have not underlaken e extensive research necessary to establish if native e doims moy be made in the

futre over hie area of the Tenemenls;

B we have nol researched the area of the Tenemenis 1o determine i there are any regisiered or tnregistered sites of
significance 1o aberigingl people wilhin the area;
6 cher han as aoled in the Schadule, we are instrucied by the Compary thal tere ore no plainls or legal

proceadings of any noture commenced or thraatenad in respedt of the Tenements;
K we have assumed the only malerial contacts of which we have knowdedge are the Agreements;

I we have assumed thal the seals and signatuses on Agreements ore authanlic and were within the copacity and
powers of, and were validly authorised, execued and delivered by and are binding on the porties 1o each of
them and consliie the estire agreement of the parties 16 eack of hem:

) we have assumed that the copies of &l of the Agreements supplied 1o us were complete and conformed with he
ariginal agreements and that alt stamg duty and other taxes o regisiralion have been paid or aeffected: and

it this Reporl relotes solely 1o the lows of Western Australic ol e date of his leller ond we bave made no
investigations of e faws of any olher jurisdiction.

3 Tenements
The Tenements comprise expiomalion fcences, miring leases and prospec
fdining Acl.

gy Hcences panled ar appled for undes the

Significant amendments to he Mining Act (Amendments come inlo operalior on 10 and 11 Februsry 2006, The
Amendments fundamenially affect e adminisietion of mining leremenis in Westemn Ausialic.

The exgloration fcences listed in the Schedule {being granied or applied for prior 1o the Amerdment} have an initial
ferm of 5 years Fom the date of grant, and may on application, be exlended lor dwvo furher perdads of 1 or 2 years.
Beyvond fhose exiensions, addiional T year extensions are avaiiable under exceplional circumslances. A the expiry of
the 3rd and dih years of the serm of on exisling explaation licence, rol less then haft of the aen of that axploration
lcence must be relinguished urless an exemption is granted. The  Amendments provide for longer extensions for
exploration licerces applied for afler the commencement of the Amendments and for a ance only 40% compulsory
recuction of the area al the end of the Sih year of the exploration licence.

iCEnce can

Minisiarial consent i required under the Miring Ad before any legel o equilabie nlerest in an exploration
r

be crealed or dealt wilh duting the first yeor of the term

e licence.

The Atiring Acl gives the holder of an explorgtion licence the right 1o apply for a mining lease for mining leases] over the
area the subject of the: exploralion licence. The grant of any mining lease is subed o complianee with the fining Act.
Amnining lease may onby be applied for aver lard where, af menimum, a mineral resource not 16 JORC Stondosd] exisis.



Mining leases are granked for o poriod of 21 years ffrom the date granl is notified by the Minisler to applicont for the
A

mining lecse) and moy be renewed for successive periods of 27 years. Ministerial consent is requised under the Mining
Act before ary legal or equitsble inlerest in a mining fease con be crected or decl with
Y et 1 2]

rg licences are grarted lor a paricd of 4 years. The prospecing
st for prior to the Amendments) are net renewable.

Prospec
or appt

icences lisled in the schedula (being groned

The holder of o prospecing fcence may apply o convert the prospecting licence 1o a mining ‘sase subled 1o
comglionee willy the Mining Adl. The abiliy 1o converl a mospacting icence to a mining lease will be limited by Ihe:
requiternent o, af minimum, demonstiale a minerst rescurce (not to JORC Standard) exisis.

The Schedole sels out o briel description of the Tenements and a summary of any encumbrences ond malericl conditions

of an vnusual nature.
5 P ;g : .
in selalion 1o the Schedule, we moke the following cormmants:

al  relerences o the areas of the Tenements are oken from the defads shown on the searches, it is net possible 1o
verdy ose areas withow conducting o survey which has not been underlaken:

bl explorsion licences are measured by gratics cks which, depending on where the licencs is locosed, range
in area from approdmeely 2.8 k' w3 3km?; and

¢)  the righls of o holder of the Tenements is subioc"r ey compliance by thal bolder with the tarms and conditions urder
the: Mining Act and requialions rmade thereunder and the « ondnmm spechicaly set o in e grant o the relevant
Tenemenl.

4 Native Title

in Mabo v Queensiand No 2F (1992 175 CIR 1} the Australiar common low recognised a form of nalive file giving
Abcriginal people cerlain rights to their zaditional lands. The rghls recognised in nalive litle may vary Fora ploce 1o
piace and kom people 16 people bul in each case will originate in customary righis and the Aboriginal group daiming
te rights must heve mainiained a saditional cornection with the land.

Nalive fille Bghls may be extinguished voluniily or by legislalive or executive adlion inconsistert with the native flle
such as the granl of o freehold inferest in lond. Naive I|I|0 mery also be particlly exinguished by the grant of rights over
nalive e kend not wholly inconsistent with native tite rights. Where nalive #e hos been parlialy extinguished, il wil
cerendsl with ofher rghts to the kead.

The Notive Title Act 1993 (Ch) {Native Tile Ack was enacled in response o the comman law recagnition of aative
il Arang other things, the Nalive Tie Act

tal  provides o proceduse for the recognition of ralive litle claims in the Faderal Courl;

thl corlims the validisg of tifles granted by the Federal Governmen: prior lo the commencemen: of the Nalive Tite Ac
and provides for Ihe Stales and Terriones lo validale such fifes; ard

¢)  specifies he procedure for the gront of mining lenements which mey alfect native tille righls.

The Nesive Tille Act was amended in 1998 by the Native Title Amendment Act 1998, The amendmenis nclided the
validation of ary liles thal may have been invalidly granied over pastoral fsases and cerlain olher leasehold interests

during the p@riod P danuary ]QQZ% lo 23 Dacember 1996, The Wiestern Avstralian Poricmant has enacied e Tifles
(Vilidation] and Native .r!.e {Fact of Post Acts) Act 1995 which adopls the Nogive Tille Ad in Weslern Australio

5 Native Title Claims

A person clairing 1o hold nalive tille may lodge an application for determination of native fille wilh the Federal Court.
#iha claim satishes the regisiiation test sel aul in the Nalive Tille Act [Registration Tesil il will be erterad on the Register
of Mative Tele Claims mainicined by the NINTT. Registerad claimants are alforded cerlain procedural rghts, including

"

the “ight to negoliate”. Clains which fail the Registration Test are, nevestheless heard by the Fedarad Court.

Claims affecting the Tenemenls have been noled in the Schedule.

The fact a claim has been lodged does nat necessarily mean that nalive e exisls aver the orea claimed, nor does the
aisence of a cloim necessorily indicate that no native tile exisls aver hal area. The exisience of ralive e will be

asiablished in due course as the cloims are defermined by he Federal Courl.




6 Vdlidity of titles
Under the Titles {Volidation] and Native Title [Effect of Past Acts] Act 1995, the Stale vedfidated mining tenements granted
pricr o 1 Jaruory 1994,

Undler the Nalive Tife Acl, and subject io cedain exceptions, Ihe grant of a mining tenerment on of oler 1 January 1994
fhat atfects aative sitle is a “fuure adt”. The Siate passed he Tiles Validation Amendment Act 199910 conlinm the volidisg
of mining lerements granted betweer 1 Jaruary 1994 and 23 December 1996 provided that certain requirements of

the: Native Tille Ac were complied with

Mining lenements granted abier 23 December 1996 thal afect native fitle will e valid only if the applicable processes
of the Nalive il Act have been campled with. We undersiand thes such pracesses have been complied with but hove
rof underlaken independent enquiries fo confirm fhis is the case.

7 Future Grant of Mining Tenements

The Federat Courl must determine hat native e exisls before the extenl e grant of a mining lerement impacis on
ralive tille can be eslablished. Few such deferminations have been made, however the valid grant of o mining lenement
can be achieved if the processes of the Native Tile Ad and appiicable State procedures are complied with. In meg
instences (other fian the granl of cerain low impact or infrastruciuze sifles) the primary procadure is the “right 1o negoliale”
procass. The rght lo negolicle process need nat be complied with # an indigenous land use agreerment ILUA} is
regoicied with e relevant Aboriginal body. In such coses, the procedure for e gran: of a miring lenement will be
sed oul i the 1A

The righl to negolicle process involves e nolification and adverising of o proposed grant and aegoliction betveen
fhe native filke claimants, lerement applicant and e Stale. Fagreement on the fenemenl application canact be reached,
the ININTT may delermine the tenement application.

w0 facilitale the grant of exploralion
fngg 1o enter ko o

Some of the Tenements are applicalions. The Siate has implemented a procedure
and prospecting licences outside of the right 1o negoticte proceduse if the tenement applicart is wi
standard herilage profecion agreement. The procedure is likely 1o be ovailable to the Company in respect of its
applications for exploration and prospecting licences. Appiicanls for exploration tilles that do ot falt within the Staie’s
standard hertoge prolection agreement areas, and applicants for mining fsases must comply with the right 1o negotioe
process to achieve e grent of those tenements.

§  Aborigingl Heritage
Sites that may be of sphitual, colured or berige significemee 1o Aborigiral persons may Be profeciad by he Aborigingl
Harifoge Act 1972 {Heritage Actl.

The Heitage Adt makes it an offence 10 cher or dumage o site of signilicance 1o Aboriginal people. The Hertage Act
provides for but does rot compel the registiation of such sites. s an obligation of a perty disturbing ony area of the
sl 1o ensure it does net distudby such a site,

Wy have nof underlaken any searches or investigations as 1o whather there are or mory be ary sifes proleded by the
Hesilage Ach within the araa of fhe Tenements. 2 is common proctice for an explorer 1o underlake surveys of any area
thal raery host such siles price o carying out any ground disiusbing aclivity

9 Material Agreements
4.1 BB Creek Project

The 88 Creek Projed comprises wo exgloration licences held in the name of Siiker Resources NL [now knewn
as MNoh Austodion Diomonds Ud) (North Australian).

By wary of the Farmein Joint Veniure Heads of Agreament dated 9 Decermber 2005 between the Cormpany and
Norh Auvstalian [88 Creek Farmin Agreement) the Compary meay cam a 51% inerest in exploration Scences
BO/ 2504 andd B0/ 2753 188 Creek Tenements) twith he excaption of the righls 10 lake diomonds by spending
$700,000 diling a minimum 1,000m in twe or more exploration holes. Upon eaming its 51% inleresl, the
Compary and Norfh Australian wil assaciale i o joind veniwre and contiibute © ongoing expendilre in
accordance wilh their joint venture intesests. The 88 Creek Farmin Agreemen is conditional upon the Company
being admilled lo the official sl of the ASK belore 30 April 2006

By the 88 Creek Famin Agreement, Norh Austrelion granis the Comparry o fisl right of refuse? fon the same lerms
as the 88 Creek Formin-Agreament] 1o all enemenls held by Norh Avsrofion within a SCkm radius of the
88 Creek Tenamants.

Newrth Australian relains the righl o axplore for and remove diomonds kom the 88 Creek Tersmenis,



.2 Comet Project Lii
i
fa}  CometWebb's Paich Sale Agreement e i

The Compary and Big Bell Gold Operations Py Ud |Big Belll are parlies 1o the Tenement Sale Agreemenl datad
24 March 2005 {CometWebb's Paich Sale Agreement! afiecing the lerements as noted in the Schedule {Big

n L Th CometvWebh's Palch Sale Agreement provides for the sale of the Big Bell Tenements lewy
Bell Tenements) The Comet\Webb's Paich Sale Agreement provides for the sale of the Big Bell Tenemenis 10 Alloy
upen the ulflment of cerlain condilions subsequent including the consent to he sale of e Miniser for Sioe
Developmen, the lising of Alloy on the official list of the ASK and any necessary shareholder approvals.

i i

Carditional conser of the Minisler o the transfer was obiained on 22 Apdl 2005

Considesion undier he ComerWebb's Paich Sale Agreement comiprises sieged payments 1aialling $1,25C,000,
thes issue of 5,000,000 shares in e capllad of the Company al $C.20 per share and a ovally of $3 per cunce
of gold produced from the Big Bell Tenements capped af 200,000 ounces.

By feller dated 16 Odlober 2000, Big Bell offered 10 pay 10 Kay Nominees Pry Lidd (Kay) a royalty of 1% of gold
produdion capped al $450,000 [Kay Royally Leffer]. The Koy Royaly Letter affects several enements within the
Camel Projact as acled on the Schedule.

Ay obligations 1o pay woyalies under the Kay Royally Leter are 1o be assumed by the Company and novated by
Big Bell to the Compary under the terms of fie Comatiebb's Patch Sale Agreement.

b}  Anglo Farm-in and Joint Venture
The Company and Anglo Auslralian Resources MNL [Anglol are parlies 1o the Farmin and joint Venture Heads of
Agreemen: dated 7 Seplerber 2005 offecting appiication for exgloration fcerce 21,115, The agreement is
conditonct upon the grant of E21/115 by 31 December 2006 unless thet condition precaden: is waived by the
Company.

Should e agreement become uncondiional, the Company and Anglo will associate in a oinl venkure wherelsy
the Company may sole fund exploration wolafing $15C.000 within 3 yews of the cormmencement of The
agreemenl 1o eam o 60% joinl verture lered. Cnce the 60% inerest is eomed, the porties will contribute 1o
oagoing expendire in respact of their | ;

cint weniure nle

.5 Herse Well Project
The Homse Well Project comprises one tenement held in the name of Eskay Resources Py Ud {Eskayl. The
Company holds an option I purchase all of fhe shases in Eskay from their curent owner, Dohn Taylor, by wery of
ar Cplion Agreemen! daled 17 January 2005 The option may be exercised al aay ime up 1o 17 May 2004
al lhe election of the Company. The consideration payable on exercise of he oplion is $350,000.

The Corpany will exercise the option upor compielion of the capital raising contermplated by the Prospacius,

W4 Underwriting ogresment

The mesterict temms of the underwiiting ogreament are set out in Sectiar 11 af the Prospacius.

W5 Froserviee Convertible Mok

The materct ferms of the Fraserview Convertible Mo are set outin Sedion 11 of the Prospectss.

10 Consent
Wiighl Legal hove conseniad 1 the inclusion of this Report in the Prospecios in the form and contex) i which i is
included ond have nol withdrawn that corsen: betore the lodgement of the Praspectus with ASIC.

Yours fithhulhy

Vil g

Wright Legal
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Q INVESTIGATING ACCOUNTANTS REPORT

13 February 2006

The Direciors

Allery Resources timiad
GPC Box 1078

Wilesl Parh WA 6872

Diaar Sus

Introduction

This sepon has beer prepared by KPMG for inclusion in the Prospecius 1o be dated Febroary 2008, and 1o be
issued by Alloy Resources timited " Alley”), in respect of the proposed underwriien issue of 25 mitlion shares in Alloy
ol 20 cents por shave, together with one hee altaching oplion per share issued with the righl o accep
oversubscriptions of up o a further 10,000,000 shares and options.

Expressions defined in the Prospecius have the same meoming in His report

Financial information

KPAAG has been requested 1o prepare o reporl covering the bstorical and pro forma financial infarmation described
below and disclosed in the Prospecius.

Historicol finonciel infermotion

The histoncat financial information, as set ool in Section 10 of the Prospecius, comprises the:

o sidement of financial position of Alloy as o 30 September 2005 and

# notes 1o e financial skatements.

The hisiorical firaacial information set out in Section 10 of the Prospectus has beer exiracied from he management
aecounis of Alloy for the period ending 30 September 2005

The Direciors of Alloy are responsible for the preparction and presealation of the hislorics| financial information.
The historical financial information is presenled in an abbrevialed form insolar as it does rot indlude all of the
disclosures requited by the Austalion Accounting Stendeards applicable 1o annual Snencial reports prepared i
seeordance with the Corporations Act 2001 {"Corporations A’}

Pro forme bistoricol finenciel informotion

The pro forma hisiorice! financial informalion, os sel o in secion 10 of the Prospeciis, comprises the pro forma,
unaudited:

o sidement of financial position of Alloy as ot 30 September 2005; and
s potes 1o he pro forma, unaudiled financial statements.

The pro forme historcal financial information has been derived from the hislorics! financial informetion afler adjusting
for the pro forma franscctions and/or adiosiments described in Section 10 of the Prospectas.




The direciors of Alloy are responsible for the preparction and presentetion of the pro fome historcal financicl
infermation, inciuding the delermination of the pro forma tansactions and/or adjustmens.

The pro forma histordcal firancial informeation is presenled in an abbravialed form insofer as it does nol include of
of the disclosures requiterd by the Ausiralion Accourting Standards applicable o annual financial repests prepared
in aceordance with the Corparations At

Scope

Baview of bistoricol financiol informobion

W hove reviewed the hisorical Enaacial information in order 1o repan whelher amything has come o our attentior
which causes us 1o believe thal the historical financial informetion, as sef out in Section 10 of the Prospectus, does
rOb presen| fesi rhy:

¢ lhe historical slatemen: of financial position of Aoy as at 30 September 2005,

in accordance with the recognition and measarement principles mrescribed in Accouating Stoadards and other
mandalary professionat reporting requirements, ard cccourding palicies adopted by Aoy disclosed in Section 10
of the Prospectus.

Cur review has beer conducted in accordmee with Ausiralian Auditing Standerd AUS 902 “Review of Financicl
Reports” We made such enquiries and perormed such procedures os we, in owr professional judgement,
considered reasonable in the circumslances, including:

¢ analylical procedures on the historical financial informetion;
s review of work papers, accounling records and other documents;

s a compaison of consistency in applicalion of the ecognition and meoswement principles in Accounting
Standards and other margsiory professiona? reporling requirernents in Ausiralia, and the accounting policies
adopled by Aoy disclosed in section 10 of the Prospectus; and

s enquiry of direclors, management and others.

The procedures do nol provide all the sviderce that would be required in an audit, thus the level of assurance

provided is iess than given i on audit We have not performed an audit and, cecarding
audit apinion.

y, wee do nol express an

faview of pro forme historicol Hnandel informotion

W have reviewed the pro forma hisierical financial information in order 1o report whether aaything has come 1o
aur atenfion which causes us 1o believe that the pro foma histerical Fnancial informalion, as sel aul in Section 10
ot the Prospectus, has not beer presented laitly:

¢ onthe basis of the pro forma frensadions and/or adivsimenls: and

s inaccordonce with the recognition and measuement principles prescribed in Accounting Standords and other
mandatory professionad reporing reguirernents, and accounling policies adopted by Alloy disclosed in Sechion
10 of the Prospectus.

Cur review has beer conducted in accordmee with Ausiralian Auditing Standerd AUS 902 “Review of Financicl
Reports”. We mode such enquiries and performed such procedures as we, in our professional judgement,
considered reasonable in the drcumsiances, including:

e o eview of the pro forma fronsactions and/or adivsimenls made o the historcal financial infarmetion:
s review of work papers, accounling records and other documents;

& a comparison of consistency in applicalion of the recognition ond measuement principles in Accounting
Standards and other mandaiony professionat reporling requirerments in Ausiralia, and the accounting poficies
adopled by Aoy disclosed in section 10 of the Prospectus; and

s enquiry of direclors, management and others.

The procedures do nol provide all the evidence that would be required in an audit, tius e level of assurance
provided s

than given i or audis We have not performed on audit ond, cccordingly, we do not express an
audit apinion.



Review statements

Haview stotemoent on the historicol Bnoncial information

Bused on our review, which is nol an audil, nothing has come & our ateation which couses us 1o believe that the
historical financial information, as set out in Section 10 of the Prospecius, does nat presenl fairy the hislorice!
slatement of financial position of Alley as al 30 September 2005, in accordance with the recognition and
measorement principles  presciibed i Accounting  Standards and other mandalory  professional reporting

requirements, and accounting policies adopled by Alloy disclosed in Section 10 of the Prospectus.

faview stotement on the pro formo bistoricol finonciol informotion
Bused on our review, which is not an audil, nothing has come ko our atiention which couses us 1o beliave that the
oo forme hisloricat financial information, as sel out in Sectior 10 of the Frospecius, has rot been prasented foirly:

o onlhe basis of he pro fora fransecions and/or adivsimenls: and

s inaccordonce with he recogrition and megsurement principles prescribed in Accounling Standords cnd olher
mandatory prefessionat reporting recuiserents, and accounling polices adapled by Alloy disclosed in Seclion
10 of the Prospecius.

Independence
KPMIG doss not have any inlerest in the outcome of this issue, ofher than in comection with the prepasation af #his
repon for which rormal professional fees will be received.

General advice warning

This report has been prepared, and included in the Prospecius, 1o provide investors with generdd informalion onky
andd does not take infe accounl the objectives, finarcial situation or needs of any SFJ@Ci?%C investor. % is nol intended
i tuke the place of professional advice and investars should net make specific vesiment decisions i relianee on
the information cortained in this repor. Before acting or relving on any informalion, an invesior should consider
teas, financial siuation or nesds.

whether il is appropsicie for their circumstances hoving regard 1o heir obiec
Yours ailhiully
ODitCiarendl

Denise P McComish
Parner




Y 10 HisTORICAL AND PRO FORMA FINANCIAL INFORMATION

» 10.1 Historical tinancial information

The histexiced financial informalion for Alloy Rescurces Hmited set oul on e following pages comprises
¢ the unaudited siterment of financicd position as af 30 September 2005 and
e the aoles 1o the Bnancial sialements.

The hislerical financial infomaation has been prepared on the basis deteiled, and in accordance with the accounting
policies sat out in Nole 1 1o the financicd siaterments.

10.2 PFro forma financial information

The pro forma fincacial informaion set our on the following pages comprises:

¢ the unaudited sictemen: of financia! position og af 30 Seplember 2005:
% noles 1o the vnoudiad Brancial stalemenls; and

s The pro fomma unoudited stalemenl of financial position bas been derived from the hislorical staement of financial
posilion adusled for the fofowing sansactions as iF they had occurred at 30 Seplember 2005

e The comersion of 50% upon liging of the prnciple amoun: cutstanding under the corverlible note. On the
basis ol no converible noles are redeamead prior 1o lisling, the conversion of $350,000 convertible noies
ta 3,500,000 orcdinary shares of an issue price of 10 cents:

e The issue of 25,000,000 Shares of an issue price of 20 cenis lo raise $5,000,000 1ogether wilh
25,000,000 free ahaching apions pursuant fo fis prospecius. The oplions are exercisable by the paymen
of 20 cents each within three years bom the dote of ssue;

e Acquisiion of the Comet\Webb's Patch Pojed from Big Bell Gold Operations Py id al o price of
$2,200,000 of which $1,200,000 is paid in cash with the balence being payable by the issue of
5,000,000 shares af an issue price of 20 cenis each plus associaled coguisition cosis of $115,00C. This
acauisilion is conditonal on the compeny liging on the ASX

e Secuiity [Enviionmental; Bonds issued as replacements on acquisiion of the Comel Project Icialling

$141.000. This is canditonct on the compeany acauizing the Comet Project

e Acguisiion of Eskay Resources Pty Limited for $350,000 paid in cash. Fair value of net assels acquired:

exploration evaluaion expendive — $350.000. This acquisiion is condiional on the company fisting on
thes ASK;

. The payrment and recognition directly in equity, as a reducion of the share proceeds received, of the ool
cosls expected 1o be incumed in cash in connection with the preporation of he Prospecius of approximalely

$521.000; ond

¢ The issue of 2,500,000 shares o the underwsiter and its nominees of o fair value of 20 cents ench
recognised direclly in equity as a reduction of the share proceeds receved. This ssue s conditional upon

the: company lising on the ASX. The Underwiiter and/or #s nominees ure entifed 1o purchase Shoses al o

. - : s o - - :

price of G 1 cents per Shere based on o fomula of 1 Share avaiiable for puchose for every $2 00 raised

byy the Underwriter under the Offer. Based on $5,000,000 1o be raised by the Unckerwriter, this amounts

b 2,500,000 Shaes issued of o fair value of 3497500 and realed os o cost of he lssue. These Shares

are o be issued once the Offer bas been daosed ard will be subje

P30 @80y




e
ALLOY RESOURCES LIMITED ™
Balance Shest -
3
Unaudited Unaudited e
[Consolidated]
Pro forma
30:8ep-05 30-Sep-05 o
Note $ $
Caash Assels 2 1,453,130 4,128,630
Receiables 124625 12,625
Terdet Cursenl Assels 1,465 755 4,141,255
Non- Current Assets
Plont & Eqiprent 1,805 1.805
Exploration ard evdluation expendiure 3 102,044 2767048
Oithear Assets 4 - 141,000
Totad Nor-Currenl Assels 103,851 2909 851
Total Assets 1,569 404 7051106
Current Liabilities
Oithear Lichililies 51,805 51,805
Corrverible Nole 6lal 658,000 308,000
Terdet Cursenl Labilities 7092 8045 359,805
Total Liobilities 709 8045 359,805
Net Assets 852 801 &.5%1,301
Equity
Conlriutad aauity 5 211,210 5742 71C
Reseras 6 42000 42 000
Aceurmuloted losses 93 409 (53,409
Totat Equity 852,801 5,671,301

The unaudiled conselidated pro foma Balance Sheel as at 30 Seplember 2005 represenis the unaudiled consolidaled
Badance Sheet as al that dale aefusled for the frensactions discussed in Section 102 of this Prospecius. The Balance
Sheets are o be read in corduncion with the rates set out in this seclion.




ALLOY RESOURCES UMITED

Notes to and forming part of the Financial Statements

b, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant policies which hove been adopled i the preparation of the hisiaricnl and pro forme hisioricad
firancial informetion lcollectively refered to as the “finoncial siatements”] are:

{o}

b}

Basis of preparation

The fincncial information has been preparad i accordance with he recogrition and measurement principles
prescaibed in Ausialion Accounling Standords, Urgenl lssues Gioup bilerprelations adopied by the
Auvstraliar: Accounting Standerds Board ["AASB™) as genercily applied in Ausiialia for the porposes of
inclusion in & prospecius,

nigrralional Financial Reporting Standards {FRS") form the basis of Austra

adopted by the AASB, being Aussalion aquivalents to IFRS ["AEFRS™

iar Accounting Standards

Thesy have been prepared on the basis of historieal cogs and do ot lake ino aocount changing money
wslues O, GRCapl whiare SI(JIed,. currenl vatuations of rorcument assats.

The financial informalion has been prepared on the basis of AFRSs in issue thet are elffective ot the
compary’s fissl AIFRS aanual reporting date, 30 June 2006,

No meerial adjustments have anser against previously reporied balances on the Iransilion from previous

GAAP 1o AIFRS.

The Aussalion Accouniing Standards and UIG interpretations hat will e effeciive in e annual financic
sterlements for the periad ended 30 June 2006 are sl sublect 1o chonge herelore cannet be determined
with cerainty. Accordingly, the aocoaunling policies for thal annuet perod thal are relevant o this financial
informegion will be determined only when e fist AIFRS financial stalements are prepared at 30 June 2006,

The aocounling poficies have been consistently applied, urtess ctherwise sialed.

The Company was incorporaled on 2 June 2004

Statement of Compliance

The fnancial informotion complies with the mcognition. and measurement bt not the  disclosure)
semenls of AIFRS. This ensures that the financial inlormation complies (except for disclosurel wilh 1he

sements of Internalional Financict Reporling Stendeads [FRS)

The disclosure requirermenis of applicable Accounling Standerds and Urgent lssues Group Interprelations
howve orly been applied s considered recessary.

Basis of consolidation

Subsidiarios

The pro forma consclidated financict stalements of the consclidated enlity include the financial setements of
the: Compary, being the parer: erdity, ard its subsidiary entity [1he consolidaled entity®). A subsidiary is an
enity cortioled by he Company.

Congol exists when the Company has the power, directly or indirecily, 1o govern the financid and operating
policies of an enlity so as 1o obiain benedits ko i activilies. In assessing control, patential voling righis thet
presently are exercisable or converlible are token ino account. The Brancial siatement of subsidiares are
included in the consolidaled firancial sitements om the date thal confrol commences unlil the dale thes
corirol caases.

Invesimerts in subsidiaries are corried of their cosl of acquisiion in he Company's finencial sictemenis.

Intragroup badances ond any urreddised gains and losses or mcome and exgenses arising from insagroun
temsactions, are eliminaled in preparing the consolidated francial stalemerls.



ALLOY RESOURCES UMITED
Notes to and forming part of the Financial Statements

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POUCIES {cantinued)

fcl

{dl

gl

{h}

Revenue recognition
Inerest revenue is recognised as il cooes toking into effed the effective vield or the financial asset

Income fax

Income tax on the profi ss for the year comprises coment and deferred 1ax. Income lax is recogrised in
lhe: incorme sicierment excapl o the axlenl that il refales 1o items recognised direclly in equity, in which crse
it is recogrised in equity.

Currenl lax is the expecied lux payable on the toxable income for the vear, using tax rates enacted o
subsanticlly enccled o the balonce sheet dale, and any adjustent o lax payabie in respect of previous yecss.

Deferred 1ax iz proviced using the bolance sheer liability method, providing for lemporesy differences
between the carrying amounis of assets and liabilites for inancial reporting purposes and the cmounts vsad
for laxation pufposes. The: [/JHOV'!IH(; termperary differences are not provi{f(*d {'Or' goodwil, the initicd
recognition of assels or liabiliies thet alfec aeilher aecounting nor foxable prof, and dif 57
investments in subsiciaries to the exlent that they will probably act reverse in he foreseeable fiture. The
amourt of deferred tax provided is based on the @xpe(:i@d marner of recdisation or setlement of the carrving
ameunt of assels ard lichilfies, using tax rales enacied or subsientively enacted al the balarce sheet date

A deferred 1ax assel is recognised only 1o the extent thal it is probable that future laxable profils will be
avaitable against which the assel can be utifised. Defered lax assels are reduced 1o the extant thet il is no
longer probabie hat the elaed ox benefit wil be reclised.

Exploration and evaluation expenditure
Explomation and evaluation cosis are accumulaied in respect of eack separate area of inerest

Exploration and evaluation costs are camed forward where right of lenrure of the area of interest is cusmans
and they are expecied 1o be recouped through sale or successful development and exploilation of the area
of ineresl, or, where explamation and evalustion ociivifies are confinuing in the area of interest and activilies
have net et eached a stage thal permits o reasonable assessment of the existence o atherwise of

acoromicel b recoverable reseres.

Whare an area of inteest is abandored, any acoumuloted costs i respect of that area are wriller: off in
the: firancial pericd the decision s mode.

Payables
Trade ond other payables are siated of cost

Receivables
Recaivables are staled of their cosis less mmpainment losses. Impaiment of receivables is rot recognised until
ohijeclive evidence is avaiable thal o loss avert has cecaned.

Goods and services tax

Revenues, expenses and assels are recognised nel of the amount of goods and services tox 1GST), excent
where the amount of GST incued is act recoverable from the Austialian Tax Cfice 1ATO). n Ihese
chcurasiences the GST is recogrised as po of the cost of ac Cigiion of the asset or as oo of an zem of
Ihe: exprense.

Recaivables ard poyvables are stoned wilh he amount of GST ind

The nel amount of GST recaverable ko, or payable 1o, fie ATO is indluded o8 o current asset or liahifizy
1 the stalemernt of financial position.

Cash llows are included in the siatement of cosh Hows on a gross besis. The GST Cern ’y)r‘(*n 5 of coash flovas
arsing from investing and francing oeiiviies, which are recoverable bom, o , the ATC, are

classiied as operating cash flows




ALLOY RESOURCES UMITED
Notes to and forming part of the Financial Statements

I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES lconfinued)

fi

{k}

fi

{n}

fo}

Impairment

The carning amoonts of fie consolidated enity's assets, other than deferred 1ax assels see arcounling policy
d), are reviewed of each balonce sheet date 1o deleming whether there is any indicstion o impaiment. If
arvy such indiceotion exisls, the asset’s recoverable amount is estimated as follows:

The recaverable amounl is the grecter of their fair value less costs 1o sell and valve in use. I assessing value
in use, he esimoled fuloe cash fows are discountad 16 their present value using a predtax discounl rate thes
reflacis cusent morkel assessments of fhe ime vedue of money and e risks specific to the asset. For on osser
thest does not generate

generating unit 1o which the asset belongs.

fargely independent cosh inflows, the recoverable amount is determined for the cash-

An impaiment loss is revessed only 1o the exlent hat the asset’s camrying amoual dees not excead he
carring amount that would have been determined, net of depreciaiion or amarlisation, if no impeimen:
loss had been recognised.

Acquisition of assets

Al assels soguired, ing propersy, plar and eguipmenl are initicly recorded o their cost of acquisilion
al the date of acquisiion, being the foir value of the consideration provided plus incidental costs direcity
altributabla 1o he ceguisition.

When equity inshumenls are issued os consideralion, their market price of the dale of acguistion is used as
fair value, excepl where the notional price al which they could be placed in the markel is o better indicalion
of fair wluve. Transaclion cosls arising on The ssue of equily instuments cre recognised directly in equity
subiect 1o the exlent of proceeds received, ofberwise expensed.

Depreciation

Deprecialion is chasged 1o the income slafement on a siaightline basis over the eslimated usefdl lves of
each parl of an ilem of propedy, plar and equipment. The estimaled useful lives in the curenl pariod for
plant and equipment is 5 years

The residual voiue, if not insigniticent, is reassessed annuaily.

Provisions

futre risks} required 10 selife the abligotion al a predox e thal reflects cument market assessments of the
time value of morey and the risks specific o the liabilily most closely motching the expeciad ue payments.

Convertible Nofes

Converibie noles that can be converted lo share capital @t the oplion of e holder, where the number of
shares issued does rol vary wilh chaages in their fair value, are accouried for as compourd finarcial
mstuments. Transadion costs thal related o the issue of a compound finencial insturment are allocaled 1o
the lieshility and equity components in proporfion 1o the afocalion of proceeds. The equily component of the
convertible noies is calculied os the excess of e issue proceeds over the present value of the future ineress
and principal payments, discouned o the morkel e of interest applicable to similar fidbililies thal do ae

effectve irferest e mefhod
Share Capital Transaction Costs
Trensaction costs of an equily Fansacton are accounted b s a1 deduction from aquily, nol of any relaled

ncome tax berelil,

Cash and Cash Equivalents
Cash ond cash equividenis include cash an hand ard depasits beld al eoll with barks.
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ALLOY RESOURCES UMITED 7
Notes to and forming part of the Financial Statements o
»
Unaudited Unaudited o
[Consolidated]
Pro forma o
30-8ep-05 30-Sep-05 '

CASH ABEETS

$

Cash al bank and an hard 1,453,130 4128630

Adivsimenls ceising in the preparation of the pro forma

cash balonce are summansed as folow:

Balance as of 30 Seplember 2005 1,453,130

Proceeds from issue of 25,000,000 Shares pursuani to

this Prospectus 5,000,000

Paymenl of estimated costs of the offer (521,000

Comel Froject Acguisiion (1,315,000}

Eskery Rescurces Py lid Aceuisition (350,000}

Security Bonds (141 000

Prometer Shares ssued 2500

Uraudited pro forma balance as al 30 Seplember 2005 4,128,630
3. EXPLORATION AND EVALUATION EXPERDITURE

Exploration and evaluction expandilune 102,044 2767 048

The dlimale recoupment of e cosls camed loraard of the areas of inferest in the exploration and evaluation
phase is dependent upon the suceesshil development and commerdial exploitation or, allematively, sale of the
respeclive areas ol interes!.

There maoy exist, on the exploration propertes, areas subjed 1o claim under ralive litle or conicining socred sies
or siles of significance 1o Aboriging! pecple or areas subject 1o rasarves. As a resull, exploiation properfies o
araas within he lenements moy be subiect 1o exploralion and miring restictons,

4. OTHER ASSETS
Security Bonds - 141,000

Security bands are in respect of obligalions atiaching o mining and exploralion teaements.




ALLOY RESOURCES UMITED
e
2} Notes to and forming part of the Financial Statements
?; Unaudired Unaudited
o [Consalidated]
o Pro forma
30:Sep 05 30-Sep 05
Number of Number of
Shares Shares
COMTRIBUTED EQUITY
Share Capital
Fully paid
- 15,250,000 Sheres {profoma 58,300,000 shares) 22 300,000 58,300,000
Proforma adjustments:
OpHions on issue
25,000,000 Oplions exercisable af 20 cenls each
within Hiree vears Fom the dote of issue.
Reconciliation of contributed equity Number of lssued Capital
Shores $
lssued Shera Capital
Balonce al incomporation
lssue of 1 Share al $1.00 each 29 Decemiber 2004 ] ]
lssue of 12,749,999 Shoes al 0.5 cents eack (29 Dacamber 2004) 12749999 £3.750
Issue of 2,500,000 Shares al 100 cenis each {17 Jaroary 2005} 2,500,000 250,000
Issue of 500,000 Shase al 0.5 cents ench {15 Seprembar 2005) 500,000 2,500
lssue of 6,550,000 Shoves al 10 cents each {15 Seps = 20005 &,550,000 55,000
Total share issue costs - (50,041}
Total Issued Share Copital ot 30 Seplember 2005 22 300000 G11.210
Proforma Od;'usr.rri@.r?.’s:
lssue of 2,500,000 prormoler shares ot 20 cents aach
parsuant o this Prospecius. 2,500,000 500,000
lssue of 3,500,000 Shores al 10 cents each 1o edeem
comverlible noles pursuant o fhis Prospectus frefer 1o noie & o) 3,500,000 350,000
lssue of 25,000,000 Shares al 20 cenis each
parsuant o his Prospecius 25,000,000 5,000,000
Issue of 5,000,000 Sheres al 20 cenis each being for fhe
acquisition. of the Comet Project pursuant 16 1his Prospecius 3,000,000 1,000,000
Estirnarled toml share issue costs of this Offer:
Cersh (521,000
Sharas issued fo promatess (497 500
58,300,000 5,742,710

The issue of 2,500,000 shares 1o KT Capital or ils nomines will be subjecl o a 2 year voluriary escrow period

froorn the date of issue.

Terms and conditions

Halders of ordinary shares are entifed 1o receive dividends as declored fom lime o lime ond are estiled 1o one

vole per share ot sharehalders” meatings.

I the evert of the winding up of the company, ordinary shareholders rank after oll cther shareholders and creditors

ard are ity endifled 1o ony proceeds of liquidation:
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ALLOY RESOURCES UMITED 7
Notes to and forming part of the Financial Statements o
»
Unaudited Unaudited o
[Consolidated]
Pro forma o
30-8ep-05 30-Sep-05 '

$ $

&, RESERVES
Equity Conversion Rasarve [} 42,000 42000

{a} Redeemable convertible note

Movements during the year

Bodance al beginning of the yes: - -
Equily porton of redeemcble corvertible note issued 42,000 47 000
Bodance al end of year 42000 42,000

Cn 15 Seplember 2005 the Company issued o converible note. The note has a face value of $700,00C and
is corverlible ile 7,000,000 ordinary shares af 10 cenls per shase al the election of this note holder The interest
rale applicable is 10% per anaur. The note is repavable 12 months from the date of issue of the rote or such
lester date as the parties may ogree in wiiting, but in ary evenl 1o later than 15 March 2007

Conversion of 50% of the principal amount cussiending is mandalony on fisting.

fe Comparry may eled al any lime 1o redears up to 50%.

The Company may elect al any lime 1o rede tr 50

resicdual value at any tlime prion 1o redemption 1o ordinary shares urder the
notes have been accourted for as compound finoncial instumenis in

The holder of the nole can convert th
jerms of the instrument. The converti
accordance wih aocounting pedicy nole 1{m):

nete bas been accovnted for as follows:

The convertid

Convestible note procesds 700,000 J00.C00
Equily corversion reserve 42 000 (42 000

458,000 658,000
Corvested to equity - (350,000
Nar-currenl interest bearng labiliy 658,000 308,000

Terms and conditions
The note does not give the holder any voting righss al shareholders™ meelings.

In e evanl of he winding up of he company, the holder of the converible note rarks above all oher

shareholders and is entilled 1o the praceeds ol fiquidation anly to the exlent of he face value of the noles and
ary accumulaled inferest.




ALLOY RESOURCES LIMITED
Notes to and forming part of the Financial Statements

fii)

fiid)

fivi

RELATED PARTIES
Directors

The Directors in office ot e dale of this Prospectss are:

Peter Harold - Chairman tAppointad on 15 Seplember 2005}
Joson Mevers — Managing Diector Appointed oa 2 June 2004]
Pater HepbomBrown — Non Executive Direcior Appainied on 2 June 2004)
Kevin Harl — MNon Executive Direclor Appointed on 2 June 2004]

Directors’ interests in shares

No» Director ai the date of this Prospectss has a selevent interest in any securities of e Campany other than os

sel il below:

Unaudited Unaudited

[Consalidated]

Pro forma

30:Sep05 30-Sep G5

Shares Shares

Pedesr Herrooled 500,000 s0C.000
Jorgson Meyers 4 000,000 4,000,000
Peter Hephum-Brown A4 000000 4,000,000
Kevia Hert 1,000,000 1.C00.C00
Total S 500,000 &, 500,000

Directors transactions with the Company and its controlled entity

Dr Jayson Meyers has an interest as a direclor in Resource Polenticls Pry Led. This firm provides Geophysical
A

consulling, Gealogical & Geochermical Database dMancgerment services 1o the company in the ordinary course
of pusiness. The value of he Iransadions in the periad 1o listag amount 1o $76,864

Dr Joyson Meyers as a director of Resource Potentials Pry Hd bas cusianding liabiliies owing Form the Company
ot $15 448

rs hers ousionding liabililies owing from the Compary of $17,783 in respect of gereral ofice
whalive cosls.

O Jaryson Maye
and o

i

Dr Joyson Meyers contibuted two separate foans amounls of $7,500 and $12,500 mapectively. These loans
were selled by he issue of 4,000,000 shares al 0.05 cents per share prios to the 30 Seplember 2005

e Peler HepbumBrowr oared the Company $50,000. This foar was sefled by the issue of 500,000 shares
al 10 cents emch prior o 30 Seplember 20035,

A Kevin Har has an interest as a pariner in a chartered accounting firm, Erdeavour Corporale. This Frm provides
company secrelarial and accounting services 1o the company in e ordinary couse of business. The value of
famsacions in the prricd up to lising amoont o $10,000

Proposed annual Directors’ fees on listing

Pedesr Herrooled $30,000
Jorgson Meyers $35.000
Peler Hepbum-Brown $35,000

Kevin Harl $30.000



ALLOY RESOURCES UMITED

Notes to and forming part of the Financial Statements

COMMITMENTS

s order & mcirlain an interest in the mining and exploralion kenements in which the Company is invohed, the
Campany is commitied 1o meel the condiions under which the tenements were granied ard the obligalions of the
Company ara subject 1o minimum expendilue commilments sequired as par the Mining Acl, as amended, and
may vary significandy fom the forecast based upon the resulls o the work perfemed which will defermine the
prospaciviey of he relevant area of inerest

Unaudited Unaudited
[Consolidated]

Pro forma

30-5ep-05 30-Sep-05

The expendilure commitments on the Company’s properfies
are s foliows:

Mirimum exploralion expenditue year 1 - 576,537
derimum explonalion expendiure year 2 - 576,557
- 1,153,074

CONTHNGEMT LABIITIES

Crher thon outined in this section, the Diteclars do nol believe there are ary other contingent liabililies olher than
the cosls associcted wilh futre drilling programs, development of successhul exploralion discoveries, costs
associaled wilh production aad royalies.

The Compary hes provided specific detail on the 1ile verfication process and the risks assacialed with this process
in Seclion 8 of fis Prospecius.

SUBSEQUENY EVENTS

Subsequent o 30 Septernber 2003, a cash payment of $500,000 has breen mode under the lams of 1he
acquigition of the ComerWeabh's Paich proiedt rom Big Bell Gold Operation Piy lid.




11 ADDITIONAL INFORMATION

Corporate Governance

The primary fespons; b||||§ of the Boord s 1o represent ard advance Sharehalders’ mleresls and to protect the: interests
of srokohddwa o il this 10t the Board is meponsible for the overall corporate governance of the Compary, including

ils sirategic direclion, establishing goals for managemen: and monilering the achievemen of these goals.

The responsibililies of e Board inclode:

¢ Prolection ond enhancerent of Sharehoider value.

¢ Formulation, eview and approval of the objectives and stalegic directon of the Compary.

e Monitoring the financial performance of fie Company by reviewing and approving budgels and monilering
rasulls,

e Approving ol sigrificanl business ransacions incuding acguisifons, divesiments and copiial expenditure.

s Ensuing thot adeguale internat conlial systems and procedures exisl ond the compliance with these systems and
procedures s maintained.

s The idenlificalion of significant business risks and ensuring thal such risks are adequalely managed.

e The review of pedformance ond remuneration of executive directors and key siaff

s The esablishmenl and maintenance of appropsiale ethical standards.
¢ Fvaluaing and, where appropricte, adopling wilh or withau modificaton the ASX Corporaie Governance
Council's Principles of Geod Corporale Governarce and Best Pracice Recommendations.

The Board recognises the naed for the Compary 1o aperate with the bighest slardards of behaviour ard accourtabiling

Subjact 1o the exceptions oullined below, the Compony hos adopled the ASK Corporale Govemance Council's
Principles of Good Camperste Governance and Best Pracice Recommendaiions.

No majority ~."| The Board considers that the Compony is not cumently of o size,
mdependem d {EC?O%’S | norore ifs aifairs -og such co"zpiax"%y o ;usﬁfy Th Fxprrzqe o? %h_g.

fhe BGG?d bmevf@% th{n? th— ndlwduc}ls on ?he Boczld con mcﬁ(e and
do make, quetity and independent judgements in the best inieresis of
the Compony on all elevani issues. Directors kaving conflict of interest .

in relofion to o porficular tem of business must absent themselves from

the Boord meefing before cor mmencsment of discussion on the lopic,

The Co”pmys Chatrman is “considered by the ‘Boord 1o - b9'
inclependent in ferms of the ASX Corporaie Governancs Councils -
defimtion of indegendent direcion,

Mseporate - - | The. Booid considers that the Ccmpony is not cumently of o size -
Nomiagtion Committes | 1o Justify the formation of .o nomination commities. The Boord as
has not been foimed, - | .wﬁoe underickes the process of reviewing the skill bose and
e T expetience of exdsting Direcions fo enable identificotion or- aiiributes
requited in new Dirgciors, Where oppropricie independeni consulionts -
wili be engaged to identify possible new condidates for the Board,

The Board considers thot the Compony is not of a size, nor ors s
finandicl affais of such complexity 1o jusiily the formation of an audit
commitiea, The Board as a whole underickes the selsction and proper
C“ppizcmorz of accounting policies, the identification end monagement.
of risk and review of the operation of the inlernal contiol sysiems,

A seporcie -
Aucit Commitise .
hos not been formed.

No formsal pe%ic:y on The 'Bmfd is owore o? the various r'sks of s pc:r%ica or busmess The .
risk oversight and,

monagement, ©

compex:y = |Usnfy fhe implerseniation of o formal sysi o




g1 : Due to tﬁe size c:srzd structure of the Board, the Compnny doss not hove
e 2 evolugtion of me Boafd o formal process for p@rf@monce evo%ucthon of {he BOGId [rzdi\fldwl-
e I individuol direciors and d’{ecéofq and key exscutives, 11 -
......................... key oxecuiives,
@1, 9’2 2.3, 9.4 | There is no seporate | The Boord considers thot the Cormpory is not cunently of o size, net

Remunerction Commitiee. | o its atfeirs of such complexity to justify the formation of o remunerction

- commitiea, The Board as o whole is respowble tor the remunerction.

The Company doss - i ‘ SR
T cgngements for Directors and gxecutives of the Compony,

not hove o formal. o 7| TR AL e

Remmemon i’ohcy ....... he current remuneraiion of Direcloss.is disclosed in Seci Gﬂ.}.i..oz fh|s.

............................... Prespec?us\

As the Compeay's aciiviiies increase in size, scope and/or nciure, the Compary’s comporate Governance pincinies
ba reviewed by the Board and amended as appropriale.

Capital Structure

The pro forma Ceapital Stisctare of the Company is sst out below o reflect the lssued and Paid Up Capiled Strudure of
the Company based on capilal raising of $5,000,000 under this Prospecius, and does ot include oversubscriptions
fo raise up o an additional $2,000,000 under this Prospecus.

Shares Number b % equity
Curzendhy on issue 22,300,000 $971.250 38 2%
Neww cferad for subscriplion® 25,000,000 $5.000,000 42 %
Big Bell Gold Oparctions Py Lid* 5,000,000 $1.000,000 ** g.8%
Froserview Investments Ld# 3,500,000 $350,000 & 0%
KT Capilal Pry Lid and Sor nominees++ 2,500,000 $500,000 ** 4 3%
Totals: 58,300,000 $7.821,250% 100.0%
+ This may increase by oversubscripiion of up 1o on additional $2,000,000 by issue of up o 10,000,000

additional Fulyy Paid Shares.

¥
Vendor Shore issue as porl of Comet — Webb's Palch sale agreemen.

These arsounts represent foi vadue of Shares ai ar issue price of $C.20.

£ Mandatory conversion of halt of $700,000 convenible role on Esting.

++ Shares o be porchased by the Underwriter anct/or norinees o 0.7 cents per Share for promating the Olfer, and
based on an underwiiting of $5,000,000. The final rumber of Sheres issued 16 he Underwsiler and /or nominees
miay increase by way of eversubscriptions, where 1 addilional Share will be cvaileble for puchase in respect 1o
every $2 00 raisect by the Underwriter under the Offer thal is above the $5,000,000 underwsiting, up 1o o
mepgmurr: of 3000 000 additona Shares.

Does rol incude addilional $350,000 of the Fraserview nvesiments Lid converlible note thal is nol subject 1o

Y

fandatory convession lo Shares on listing

B
B

Aler completion of fie Offer the Compeany will alse have on issue 25,000,000 Cptions to acquire Shares ot an
exercise price of $0.20 per Option arylime unlil 3 years afler the date of lising. Up 1o 10,000,000 additonal Optians
may e ssued for oversubseriplions. The Company will alse have o converible nole ssued 1o Fraservew Invesiments
id convertible al $C.10 per Share with a fece valie of $350,000 expiring on 15 March 2007

Rights Attaching to Shares

immediately ahier issue and allotment, the Shares will be fully paid ordinary Shares in the capited of the Company. There
will be no liabiliy or the par of Apgicants who have been alated any Cler Shares 1o pay any calls and the Shares
will rank equally in oll respects with ol Shores cursently on issue.

Delailed provisions relaing o the rfghls allacking 1o e Shares are sel aul in the Compony's canstiution and the
Corporations Act. A copy of the congitution con be inspecied during office hours at the regisiered office of The




Compeny. A summary of the righls allacking 1o the Shares under the conslituion and the Corporalions Act are
summansect below:

Boch Shore will canler an ils holder:

fal  the right fo vole ot o general meeting of Shareholders [whether present in person or by any represeniative, proxy
o altormeyt on a show of hands fone vole per Shareholder] and on a pel fone vole per Share on which thare is
no money due ond pf}‘yfcjbkﬂ subject io the rights and restrictions on voling which may attach fo or be imposed
on Shores {of present there are none);

) the sight 1o receive dividends, according 1o the amount paid up on the Share;

e the right o receive, in kind, the whole or ary par of the Company’s propetty i & wanding up, subjec lo priory

given 1o holders of Shares that have not been dossified by ASK as “resiricted securities” ard the rights of o

liquidkanior to disibide supius assels of the Compary twilh the consent of members by special resolution); and

dl subject 1o the Comorations Adt and the Listing Rules, all Shares are fully tamsferable.

The rights attaching o Shares may be variad with the opproval of Shareholders i general meating by special resolution.

Option Terms and Conditions
The lerms ard condilions of the Offer Options are as folows:

i ecch Oglion entifes the holder o subscribe for one Share upon payment of $O.20 cents per Option:;
it the Oplions shalt lapse o 5.00pm Weslem Slarndard Time on the dale which is 3 years alter the date that the
Shares are listed o the ASK;

i} the Options shal be exercisable wholly or in past by rolice in wiiling 1o the Compony any fime v
date on payment of $0 20 cerds per Option:

!](‘ O}{pl" 3

il there are no porlicipoting rights or entillements inherant in fiese Options and holders of the Options will ne be
ertifed 1o poticipoie in new issues of capilal which may be offered 1o Sharsholders during the corency of the
Option. However, Opfion holders have the right 1o exercise their Oplions price 1o the dale of derermining
etilements to any capilal ssues 1o the then existing Shareholdess of the Company made during the currency of
the Cptions, and will be gronted a pericd of of least 7 business days before books dosing dale to exercise the
Opfons,

2 B, moka applicotion 1o hove the Oplions listed for Ciicial

vl the Campany shall, in accordance wilh Listing Rule
Suctalion:

vi)  Shares issues on the exercise of the Options will rank paripassu wilh the ther existing issued ordinary Shores:

vil the Company shail in accordance wilh Listing Rule 2.8, moke applicagion to hove Shares dllotied pursuent to an
axercise of Options fsted for Cficiad Quolation:;

vid] in the event of anry reorganisation fincluding reconstuctions, consolidations, subdivision, redudtion of capital] of
thes issuad capital of the Company, the Cptions will be reoranised as required by the Lisling Rules, but in all

oher respacis the fesms ol exer

cise wilt remain unchanged, and

ix}  the Cptions will aet give any righl o pericipate in dividends uniil Shares are allofied pursuant io the exercise of
the relevizt Options.

Fraserview Convertible Note

Cn 15 Sepleraber 2005 the Compony ssued o comertible note 1o Fuaserview vestrents Uid ["Fraserview”]. The
converible role has o keee value of $700,000, with inlerest payvable of o ale of 10% per annurm, and is converlible
inf Shares aof a conversion grice of $0.10 per Share. An amount of $35C,000 of the converible rofe is mandatorily
converible oa Olficial Quolaion of the Securities.

The convestivle nole matures on 15 March 2007

Crherwise, the converible nole is ssued on usual commersica ferms,

Underwriting Agreement
\: the U }erwnnr*g Agraerment daled 10 February, 2006, ["Underwriting Agreement”) KTA Copial Py L

UUnderariler’) has agreed o underwaile the Cler of 25,000,000 Offer Securities pursuanl o this Prospectus.

i

The Underwsiler moy be recuired by the tarms o the Undenariling Agreement o lake a number of Shares thot resulls in
¥ ] Y g4y

il aeguinng Voing Power of 2% lassurning thal sufficient subscriptions are obicined o comply with conditions 7 of

| aeaquinng Voing Power of 47 2% lassuming thal cient subscripions are obigined o comply with conditions 7 of




ASK lising Rule 111, comprised of 42 9% Offer Shares and on additional 4.3% of Shares 1o be purchosed by he
a2 - 'y
Underwriler and/or #s nominees on closing the Offer.

The Underwriter will receive a managemert fee of 2% of the amouni raised by the Company trough the Underwiiter
urder the Offer and ar underwriting commission of 4% of the armount raised by the Compary through the Underwriter
urder the Offer. The: Underwriter will also receive payment of reasonalbie cosls and expenses incurrad by the Underwiiter
in conrecton wih the Olfer. The Company will alse poy ony GST applicabie o any fee payabie to the Underwriter
under the agreament

The Underssiler may termincte s obligations 1o satishy o shorfall # any of the ermination evenis specified in the

agearant ocour belore the Olter Securiling are slloted under the Offer The lemanalion events are qualified by o
requiterent thal belore being enied 1o erminale, the Underwriter must believe, on reasonable grounds ading bone

I

fide, that the refevant temminalion event has o is likely 1o have o materally adverse eff
outcorre of the Cffer ar could give rise 1o a malerial liahifyy of the Underwriter

2 on the Comparny, of lhe

Zvenls of termination includa:

lal @ satement conlained in the Prospectus is misisading or deceplive, a matier is omitied kom the Prospacius thaving
regard o he provisions of Sections 710 and 711 of the Corportions Aci] or the issue aof the Prospecius is
misieading o deceplive,

bl the Prospecius does net contain thaving regard 1o the maters ser out ia Section 710 of the Comorations At o
such information as invesiors and their prolessional advisers would reasonably require for the pupose of moking
an informed assessment of the assets, liabilites, Erancial pasition and pedormance, profits, losses and prospects
ot the Compary and the righls ataching 1o the Cffer Securiies;

¢)  the due difigence repord or any oher informalion made ovaileble by o on behall of the Compary 16 The
Urderwsiler in relation to the Offer is misieading or deceptive;

1i any adverse change occurs in the assets, Eabifiies, linoncial position and pedormance, profits, fosses or prospects
ot the Company including wilhout fimilation any adverse change in the assats, Sobiliies, financia! positon and
performance, profils, losses or prospects of the Company from these respectively disclosed i the Prospactus o
pabiic information:

Austialic, New Zealond, the Uniled Siates of America, the Uniled Kingdom, o member of the European Union,
Canada, Jopan, Thailard, Singapore, Malaysia, Hong Kong, Norh Kores, the Peoples Republic of China or the
Commonwealh of ndependent Stotes ar any of its constivent repubics:

it ke Al Crdinories Index of the ASX remains for 3 consecutive b
befow the level of that Index as al the «

ess days al an amount gl is al least 10%
ose of fading on the business doy before the date of this Agreement;

gl the Small Ordinaries Index of the ASX remains for 3 consecutive business days al an amount thet is ot leasl 10%
below the level of that tndex as al the close of ading on the business deory before the date of this Agreemen;

tht  the Gold Index of e ASX semains for 3 corsecutive business days af an amourt thal is of least 10% below he
level of thet Index as of the dose of rading o the business day betore the date of his Agreerment;

it the price of gold denominated ir USD remains for 3 conseculive business doyvs of an amounl that is of least 10%
below the level of that tndex as al the close of iading on the business doy before the date of this Agreemens;

‘:‘

it the price of gold deneminated in AUD remains for 3 consecotive business days al an armount that s al least 10%
below the level of that Index as al the close of trading on the business doy before the date of this Agreement,

Ausirain o new low of the Reserve Bark of Austalic or any Commonwedih or Slale authority adopts or
arnounces o proposal io adop o new policy, any of which does or is

ey 1o probibit or regulate e principal
business of 1he lssuer, e Offer, capilal issues generally or slock markess generally:

of the Lisling Rules;

fml  ary maleral adverse change or disuplion o the financiad morkels of Austialia, the Uniled Siates of Americe or
cther major infesnational inancial moskets accurring or any charge cccurring I nationat or inlernational politeal,
financial or economic cordifions which would make it impraciical, in e reasonable udgement of he Underwriter,
iy market e Securifies or 1o erforce conracts to purchase the Securities or is reasonably likeby to materally and
adversely affect the success of the Offer,

it approval o e guolation of all of e Offer Securities on the ASK s refused, nol granted or granted subject

fo oy conditon which
Chficial Quotalion;

te]  hostilites not presently existing commence (whether wer has been deciared or nol] involving any one or mare of

k) there s intiaduced or there is arounced o proposal o insoduce into the Parliament of Ausialia or cay Slale of

i there ocawrs a contrevention by the Compeany of the Corporations A, the Companies Act, #s constiution or any

s uneccepiable 1o the Underwriler foding reasonablyl on o before the daote of




ol approvel s wilhdiown or qualified on o basis which the Underesiler considers unacceptable [ooing regsonablyl

of the Offer Securiies on the ASK

Il ASIC issues an order o indicates an nlestion 1o hold a hearing arsing out of or in connection with the Offer
under Seclion 739 of the Corporations Acl or ASIC commences an examination of ary person or requires any
persan to produce documents arising oul of of in connection wilth the Offer ar the Issuer under Seclions 12 or 30
s 33 of the Austialian Securilies and trvestraents Commission Acl, unless as a result of thal order, the Company
agrees with ASIC 1o ladge a supplemeniary or repiacement docamenl in a form reasonably cccepiable 1o the
Underwiter:

before the quoiation of &f

) ar applcation is made by ASIC for an arder under Seciion 13248 of the Corporgiions Act in relation 1o the
Prospectus, unless as a resol of that order, the Company agrees with ASIC o lodge o supplemeniary or
replacement docoment in a fom secsonably acceptable 1o the Underwriter:

o ary of the malerial contracls are vared without the Underwriter’s price writlen consen:, such consent net o be
vrrecsonably withbeld or delayed:

) ary of he molend conrtiacks are repudialed, rescinded o termingled without the Urnderasiter’s prior waiten
consent, such consenl net 1o be urvessonably withheld o delayed,

M atany fime alier the date & the Underwriting Agreement:

il there occurs a significan: change offecting amy mater contained in the Prospectus, as envisaged in Seclions

719 and 724 & the Corporalions Act:

[i]  there arises o significami new motier, the inclusion in the Prospectus of intormetion about which would herve
been required by Chaplers 6D and 7.9 of the Comporations A i # had arisen when the Prospecius was
prepared, as envisaged in Secions 719 and 724 of the Comporctions Acl;

i} an event accurs in telation to the Company, as sel out in Seclions 652C(1) and 12) of the Corporations Aci,
which is mezarially odverse fom the point of view of an nvestor unless the Company issues o supplementory
or rephacemen: Prospects in o form measonably acceplabie o he Underwriter |

) at any time alier the date of fhis Agreement the Compeny withcaws the Prospacius;

& adireclor of he Cormpany is chorged with an indicioble offence;

Py 9

bl any person folher har the Underwailer) gives o rolice under Seclion 73313] of the Cerporations Act or any persor
[oiher then the Underwsiler] who has previcusly corsented 1o the inclusion of ils name in the Prospecius or to be
narmed i the Prospecius withdrews thal consent;

| . : H H X Lo : i : : bl

o there is a defoult by the Company in the performence of ony of s malerial obfigotons under the Underwriing
Agresment,

Wl arepresenition or wananky made o given or deemed 1o have been made or given by e Comparny under the
Underasiting Agrearment proving ko hove been untue of incomrect in any maierial respect and e maliess rendering
the: representalion or wartandy untrue in such respect are nol remedied 1o the salisfaction of the Underwriter prior
s hes issue of the shorfall nolice:;

7 the Company does or hos done any adl ar thing which in the Underesilers reasonable opivion bas or s likely 1o
damage the Underwrites's repuialion;

laal the Compeany fails to provide the Undaswiter with a shortfal nofice; or

tabl liligation, abilralion o ofher legal proceeding is commenced agoinst the Company,

The Compony has agreed o indermnily the Underariter, i1s related bodies corporate and eack of #s officers, employers
cned achvis ! s, claims, damages, cosls and

[wach ar “Indemnified Party™} kom and against any and all losses, lict
expenses whalsorver (including reasonabie fegal cosls on a ull indemnity basis) arising oul o

s any represeniation or waranly made by the Company urder the Undenwriting Agreerment not baing comed in
any medarial respedt;

s any maierial breach of the Underwriting Agreement by he Comgany;

s any adverlisement o publicity of the Offer issued with the wriller approval of fie Company and without consen:

b the Underwriter: o
s the dislibuion of the Prospecius and the moking of the Offer
The indemnity provided by the Compary does ot apply o

s any loss, damage, cost or expense 1o the exent that it arises out of any unfioe siatersent or omission o cleged
unirue sicterment of omission made in refionce upen and in conformity with weriller informetion fumished 1o the
Companry by the Underwizer expresshy for use in he Prospectus; or



e any loss of an Indemnifed Parly where sach foss results from o breach by o party of its obligations urder 1he
Urderwriling Agreement or any fraud, recklessness, willul misconduct or negligence of an Indemnified Party

For acting as Underwsiler 1o the Clter, fhe Underwriter and/or its rominees are entiled o purchase Shares of o price
of 0.1 cenis per Share based or & formula of 1 Share available for purchase for avery $2 00 raised by the Lnderwriler
urder the Offer. Thase Shares are 1o be purchased and issued once the Olfer has been closed. These Shares are
consicfered o be held by Promoters and will be subjied 10 escrow s described in this Seclion. This share issue
Grrangenment is nol conined in e Underwriing Agresment.

Deeds of Access and Indemnity

The Campeny hoas {]{}F(‘(‘d I provide oocess o fhe books and records of the Company fo currenl officers of the
Company while they are officers and for a period of 7 years from when they cease lo be officers. The Company has
agread 1o indermaily, o the extent permifiec by he CDIF)O”(} ions Act, each officer in respect of cerlain liabilites which
e officer moy incur as o resolt ol or by reason & [whether solely or in par), being or actirg as an officer ¢ the
Company. The Company has oiso agreed 1o mainiain in fovour of each officer, o direciors’ and officers’ policy of
insurance for the pericd thal they are an officer and for a perod of 7 years ofter the officer coases 10 be an officer of
the Cormpany.

Litigation
The Company is not, and has net been, during the 2 months preceding the date of this Prospecius, enganed in any
fopal proceedings which would be fkely 1o have o malerial adverse effect on s business, finencial condition or he

results of its operalions nor, in so far os the Direciors are aware, are any such proceedings peeding.

Inferests of Experts and Persons

Other thar set oul elsewhera i fhis Prospectus, no persen ramed in this Prospectos as perdomiing o funclion in ¢
seelessional, advisory ar other capacily in conneesion with the sraparation or distibution of fis Prospecius, has, or |'(.T‘>
had within the o years before |(){Jlgféarrac~}lwz of this Prospecius with the ASIC, any nlerest in:

lal  the formation or promation of the Compeany:

bl any propeny acquired o f}[opoacm la be acguired by the Company in connecion with ils farmation or prormolion
or i connechon wilh the Offer or

¢l ke Offar and

e amounis have been paic o agreed 10 be paid and no berelils have been given or agreed 1o be gver 1o any of
thase persors for services rerdered by them in connedtion with the formation of prometion of the Company or the Offer

\*‘loc.kuy & Schaelmane Py Lmiled (Mackay & Schaelrmann] will receive professional lees of approximately $50,000
for e provision of he Independent Geologists” Reporl. Mackay & Schrellnenn has nol provided aother professionad
services 10 the Company during the kst bwo years,

The Underwriter KT Copital] will receive a Acnagenent fee of 2% of the armount raised by the Comprny undar the
Offer and on undenawriing commiission of 4% ¢ the amaounl ressed by the Comprrmy under the OMer, in addition 1o the
shares it is enfilled o purchase for acting as Underwriter. Kt Capital has rel provided ather professiona services 1o

the Cormpary doring the last we years.
Whighl teged will receive professional fees of (Jpprf)xifn(}‘(*‘ 1 $35,000 for legal work undentaken by therm in connection

with his Praspectus, including preparstion of the Soliciiors’ Report comained in fis Prospecius, (}rd a general review
of the compliance of the Prospectus with the requirements of the: Corperations Act and paticipation in the: due diligence

process. Wiighl Legal hove provided other professional services 1o the Company during fie last lwo years for which
the Comparny has paid fees 1oialling approximately $315,000

PG will receive professional fees o approximately $8,000 for accounting services in connection with this
Prospecius, including e provision of the Investigating Accounianis” reporl contained in this Prospecius. KPAG hes acled
as cudiors of the Compary, and the Compary incurred $12,000 for auditing or relaled services over the lost two
yoars in the normal course of business.

Securily Transter Regisirars Py Hd [Security Transters Regisiars] has been appomled as the Company’s Share Regising
and will be paid for fese services on normal commercial lerms.




Consents and Involvement in the Preparation of the Prospectus

Wiriten consanls o fe issue of this Prospectus have been giver and o the dote of

Wiighl legal has given and, before lodgement of this Prospecius, hos not withdiaan s consent o be named as
Selicitors 1o the Offer in the form and context in which il is ramed. Wiight Legal specilically disclaims Babifiy o any
parson in the event of any omission fom, or any misleading o deceptive staterment included elsewhere in, this
Praspecius. While Wright Legal has provided advice 1o the Directors in relation 1o 1he issue of this Prospectus and the
conduct of due diligence enquities by the Company and the Directors, Wiighl tegal has not authonsed or caused the
issue of this Prospectss and lakes no responsibility for any pon of the: Prospectus other than references 1o ils rame.

is Prospectus bave rot beer

withdrawn by the

awing parties:

KPS has given and, belore lodgement of this Prospectus, has nol withdrawn its consent 1o be nomed as auditons of
the Company and tvestigating Accourtanis fo the Citer i the farm and conlext i which il is naraed and the inclsion
of #s Investigating Accounianis” Report in the Prospectus in the form and comexd @ which it is so included. KPG
specilically discloims liability 1o any person in the evenl of ary omission from, or any misleading or deceplive sictemen:
inclided elsewhers in, this Prospectus. B has not authorised or coused the issue of this Prospecius ond iokes no
responsibifity for any part of fie Prospectus other far he Invesligaling Accoontants Repert.

Ly

Wiackay & Schaellmann hos given and, belore lodgement of his Prospectus, has not withdrawn its consent lo be named
as experl lo prepae he Independenl Geologiss Report in the form and context in which it is named. tackay &
Schaellmanr: specificatly disciairs liabiliy io any parson in the evert of any omission fom, o any misleading or deceptive
sttemnent included elsewhere in, this Prospecus. Mockey & Schnallmans has not cuthorised or crused the issue of fhis

)
Prospecius ard lokes ro esponsibilzy for any pan of the Prospecius ofher hen the Independent Geclogists Report,

Securily Transfer Registiars has given aad, belore Todgement of this Prospecius, has nol withdrawn 2s consent 1o be
ramed as the Share Registry of the Cormpany in the fom and conext in which il is named. i bas had no involvermen:
in the preparation of any pat of this Prospecius olher then assisiing in the dasign of the Applicalion Form and recording
ils name as Share Ragisirar 1o the Compary. Security Tanster Registrars specifically disclaims fiabiliyy to any person in
the event of any omission from, or any misleading or deceptive siatement included elsewbere in, this Prospectus. # has
rof cuthorised or caused the issue of Ihis Prospectus and lakes no responsibiity for any por of the Prospectus other fhan

B i ..
e reberances ok nomne,

KTt Capital has given and, before lodgemenl of this Prospectus, has not wilhdrown 3 consent 1o be named as
Underwriler in the form and context in which it is aamed. KTaa Capital spacificaly disclesms liability 1o any person e
the event of any omission from, o any misleading or deceptive siatement included elsewbere, in this Prospectus. # has
rof cuthorised or caused the issue of Ihis Praspectus and lakes no responsibiity for any pon of the Prospecius other fhan
the references 10 i nome.

Expenses of the Offer

All expenses comected with the Offer are being bome by e Company. The expenses of the Offer fincluding any

applicable GST except whese staled oherwisel pavable in cash aie as iolows:
Independent Geolagists” Repor $50,000
Irstigrting Accountanls’ Repor $8,000
Soliciors’ Repest $35,000
Uncderwaiting $330,000
Typeser and Printing $35,000
Share Regisiry $6,000
ASK and ASIC $30,000
Oiher $27 0o
TOTAL $521,000

*Based on 6% of $5,000,000, but this number ray be increased 1o a maximum of $420, C0C if aversubscriptions
are received through the Undenwriter 1o a maximum of $7,000,000.

The Underwiiter and/or i nominees are entfied 1o purchase Shaes of a price of 0.7 cenls per Share based on o
formula of 1 Share evailoble for porchase for every $2 00 rised by the Uaderwriler under the Offer based on
$5,000,000 10 be raised by the Underwriter. This amaouals to 2,500,000 Shares issued al o lair value cosl of
$4G7 500 wected v a cost of the Issue. These Shares are 1o be issvad once the COlier hos been closed and will be
subject o asciow as et outin this Seclion.

Except as sef out shove or elsewhere in this Prospacius, no sums hove been paid or agreed o be paid o any
professional cdviser o other persor in cosh, Shores or otherwise by any person i coarecton with the formation or
pramolion of the Compary. Ceroir porlies and emplovees of the above fims moy subse:
of the Offer

ibe for Sacurites in the condext



[nterests of Directors

Otherr then as st oul i this Prospecius:

lal no Direclor or other person envisaged in Section 711141 of the Corporations A has, or bas had i he 2 years
before the date of this Prospecius, any inlerest in the Ofter, in the fomalion or promation of the Company or i
any property of or popesad 1o be acquired by the Company in connection with the formalion or promaotion of
the Company or the Offer;

thl ro amoun, whether in cosh, Shares or otherwise, has been paid or agreed 1o be paid, or any benelit given or
agreed 1o be given, 1o ary Diredlor 1o induce him or her o become, or to qualily kim or her as, o Direcior, and

¢l ro amount, whether in cash, Shares or otherwise, has been poid or agreed 1o be paid, or any benelit given or
agreed 1o be gver, for services provided by a Director or ofher person envisaged in Section 71 14) of the
Compartions Act in cornaction with the formation or promolion of the Company or the Offe:

Securities Held by Directors
Direciors are not reguired under the constitlion of the Company o hold amy Securities in the Compary. Upon

completion of the Offer, Diseciors and their Assaciales will hold relevant inferests in the Inllowing Securifies:

Directors Shares Options
Peler Horold 500,000 e
Pater HepbomBrawn 4 000 000 AONE
Jeryson Meers 4 000,000 ACHIE
Kevin Hert 1,000,000 AGNE

Diteciors may apply for Securties under this Prospacius. As af the dale of this Prospectus, none of the Direciors hed
determined whether or rof 1o apply for Securities under His Prospecius.

Remuneration of Directors
The rames and descriplions of e Directors of the Compony are set out in the Corporate Direciory and Seclion 5 of
this Prospecius.

Direciors fews 1o be paid aanually by the Compary commencing or lisling are as follows:

Diractor Directors’ Fees
Peter Herrold 420,000
Pater HepbomBrawn 35000
Jeryson Mepers 35,000
Kevin MHart $30.000

Direciosns’ fess nol exceeding an aggregate of $150,000 per annum have been approved by the Company by
resciution of fie Board of Directors.

The Company has enlered inlo service agreamants wilh e Direciors. Under these agreemenis, no direcion is on o
fixed salary, olher han the Director’s Fees fisted above. The Directors” service agreements set ool o dafly e al which
sach Direcior may charge consuling fees for technical or corporaie servces provided beyond the Director’s dities
chready covered by the Directors’ fees lisied above. The Cirectors” consulling fees wilt be charged 1o relevar: projects
where applicabie.

The mcsimum daily rale thal each Diecior may chorge including any namincted superanavalion and exclusive of GST is
as follows:

Peter Herold $1.000 per day on an as needad basis
Pater HepbormBrown $250 per day, guaranteed lo 100 doys per year
Jayson Meyers $S00 per day, quaranieed 1o 150 days per year
Kevin Hart $1.000 per day on ar as neaded basis

The service conacs for the Executive Directors are for a term of 3 years and are terminable by the Compony prior 1o
fhe expiry of the werm in cenain speciied circumstances.




Related Party Transactions
As ot the date of this Praspecius, the Company is o party to the following ransociions with relaled pares:
fa)  The Diseclors senvice agreement as oullined above;

) Buch
Ichermnily;

@s 0 receive the benefil of o Deed of Access and

o ard con

&

dor of the Compary has rece

o] A Kevin Har hos an inlerest as o Parner in the Charlerad Accounting firm Endeavour Corporate Pry Ud. The fim
pravides Company Secreianal, cocounting and adminigirative services 1o the Company in the ardinary course of
business; and

) Dr Jayson Meyers has an interest as o Director of fie resource consulling fim Resource Polenticls Pby Hd. The firm
dstrartion and odminisialive services 1o the Campany in the

provides geologics!, geaphysics, dalabase adm
erdinary course of business.

Escrow Arrangements

The Lisling Rules preclode the holder of sestiicted securfiies from disposing of those securilies or an inferest in those
secuifies or agreeing 1o dispose of those securilies or an inarest in those securities, for e relovant resticion pericds.
The holder will also be precluded Fom granting a securily inlerest aver thase secories.

Naore of the Offer Securities will be frecied as resticied securitios and will be keely ransferabie from the date of their
allaiment.

ASK iy review hese restrictions during consideration of the Company's application for admission 1o the Official List
ASK mory also, af its discretion, waive or vary the regqusements in cccordonce wilh the Lisling Rules in the evers fial an
aftecied holder and the Company appliies lor a review of any esciow resticiions.

The Directors, refaled parfies and Promaoters (Underwsiler and Zor it norinees) have undericken rof to dispose of any
interast in or ko granl any securly over ary of the 12,050,000 Shares 16 be held by them on complefion of the Issue.
These restrictions will terminate on the second anaiversary of the dale of admission of the Compary 1o the Cificial List
Howwever, these resticlions will nol prohibit ary Existing Shareholder from aecepting o iokeover offer pravided haolders
of not tess than 50% of the remaining Shares then on issue have acrepted the takeover offer

Shares held in the Compeany by seed inveslors thet are nat Direclors, relatad parties, Promoless [Underesiler and /o its
rominees) are subiod o escrow as sel oul in the ASK Listing Rules and their securifies will be resticled by agreemen
with these Shareholders in aocordance with the ASK Lisling Rules.

Shares held in the Company by, or 1o be issued fo, Verdors o the Olfer thal are not Directors, Rekided parfies or
Promaoters {Underwiter and /o ils norminees] e subject 1o escrow as set oul in the ASK Listing Rules and their secusilies
will b resiicled by agreement with these Shareholders in accordonce with the ASX Usting Rules.

Directors and Employee’s Option Plan
The Compary has established o direcions and employees option pian {DECP}. The il lerms of the DEOP moy be
inspacted of the registered ofice of the Company during nermal business bours,

The abjective of the DEOP is to assist i the recritmen:, reward, 1elenlion and molivasion of empioyees of the Compary

Eech option issuad onder the plar will be issued free of charge.

The exercise price for oplions grnted under the DECP will be the price fixed by a commiiee eslablished by the Boosd,
the moiorily of whom are nonrexecutive direciors of the Cormpany, [Commitlee} prior i the grant of e option o, if no
price is 5o fixed, colcuimed based on weighled average of recen: shose rading on the ASK.

The oplions granied under the DECP do not give any right 1o pariicipale in dividerds or rights issuas ueti shares are
alletted pursaant 1o the exercise of the relevant oplion.

Under the DECE the Commillee may invite directors and employees 1o pesticipaia in the DEOP and receive oplions.
A direclor or employee moy receive the opfions or rominate a selalive or associale 1o meeve he options. The plan is
open 1o directors and employees of the Company or ils subsidicries. The rumber of shares underying options granted
under fie DECP when aggregated with:

e the maximum number of shares thet could be issued on exercise of unexercised DEOP options ard any ofber
director or employee incendve share or option plen; and




e the number of shares issued on exercise of options under the DEOP and any olher emplayes incerdive share or
option plar in e kst 5 years, must not exceed 5% of the issued shares of the lime of grani of the options. This
restriclion will nat apply if the Compeany has a corren: prospecius under which the oplions are granied.

The opions granled under the CEOP hove o term specified on e loce of eoch certificate.

H

# the Company, alier having granted any oplion urder the DEOP. reduces s issued shore capilal or subdivides or
consolidates its shaves, the number of the shaves issued 1o the option holder on exerc
subdivided or corsolidated, as the case moy be, in accordance with the Listing Roles.

se of an oplion will be reduced,

Oplions granted under the DEOP wre nof frarsferable. No opliors have been issued under the DEO? as of the dote of
this Prospecius.

Electronic Prospectus

Pursuant to class order 00,44 ASIC has exempled compliancs with cerlain provisions of the Corporalions Ad o allow
disiitution of an Electronie Prospecius an the basis Sl a poper Prospectus is lodged with ASIC and the issue of Shares
and Oplions in response 1o an electionic applicalion, subject o complianee wilh cerin provisions.

#you have received Ihis Prospectus as and Blectionic Prospectus please ensure that you have e eniite Prospecius
cecompanied by the Application Form # vou bave nol, plesse eroi he Company al info@aloyres com and The
Company will sendt you, for free, either o hard copy or a furfher electionic copy of the Praspectus or bolh,

The Company reserves e right not to accepl an Application Form from a parsen # i1 has reason 1o believe thet when
thal person was given occess 1o the Application Form, it was not provided wilh an enlire copy of the Prospecius and
any relevant supplemeniary or replacersent material or any of those decuments were incomplele or dtered . I such case,
fhe Application monies received will be deall wilh in accordance witk Seciion 722 of the Corporations Act

Directors’ Responsibility Statement

The Directors stale thal thay have made al reasorable enguiries and or that besis have reasonable grounds lo believe
tal any siatemants made by the Directors in this Progpectus are nat misleading or decepiive ond in thet resped 1o any
other slakements made in fis Praspectus by persons other thar Direciors, the Directors have made seasonable encuisies
and on that basis have reasonable grourds to believe thal [IEHEONS m(}king the sledarment or slatements were competen:
o make such stalements, those persons have given heir consert 1o the siatermants being included in this Prospectug in
e form ard conlext in which they are included and have nol withdrawa thal consent belore odgemant of this
Prospecius with the ASIC, or 10 the Directors” knawledge, betore the issue of Securiies pursoant o this Prospedios.

Fach Direclor has consented 16 the lodgement of Ihis Praspectos with ASIC ard has not withdrawr thet consent. Signed
for ond on Behall of Alloy Resources limited:

Daled 14 Febrary 2006

Joyson Meyers
Manoging Diedor




12 GLOSSARY OF TERMS

The following lerms and abbreviations used in his Praspectus have e following meanings:

General Terms
Term/Abbreviation
b, A%

Applicant
Application

Applicalion Fomn

Applicalion fianies

Archaean

ASIC

Associche

ASK

Augralion Dallars
Berscrit

Bored

CHESS

Clessing Dete

Compony
Canstiuiion
Carporstions Acl
Ciraciors

Blechramagnslic
Epitherrsl
Existing Shaseholder

Exposure Period

Finaneial Yeor

Greensiores bell

G5T

Meaning
Awvstralion Daolless,

3 passon who submits an Application;

3 valid applicalion 1o subscribe for a specified rumber of Oller Secarisies;

the applicalion fors which is atoched to and forms part of this Prospectus in selation
i the subscriplion of Olfer Secories;

monies that are payabie in accomdonce with the terms of the Offer by an Applican:
when submilling ar Application;

Eon in geclogical time spanning between 3.8 and 2.5 bilkon vears ago;
Awvstralion Securities and Irvesiments Commission:

has the meaning ascribed 1o thal lemn in the Comorations Act;

Agstralian Stock Bxchange Hmied (ACN 008 £24 691,

the cunency of the Commonwedith of Avsirofic

o malic voleanic ook

the baord of Diseciors

Clearing House Electronic Subregister System;

the date on which the Offer closes, and which is expecied 1o be 22 March 2006
unless the Directors, i conjunclion with the Underasiter, axercise their right & vary
ficat et

Alioy Resources Limited [ABN 20 109 361 195},
the consiitution of the Compeny, as amended fiom time 1o lime;
the Corporations Act 2007 [Commaonwealib;

Directors of fie Compary:

o poenial field produced by electomagnesic indudion, used for the exploralion o

conductive minaesat deposits;

o tvpe of hydrothermal aieration of rocks thal accurs al mid 1o upper crustal depths
and lemperaiures, commonly associaied with high level ignecus infrusions;

a halder of o Share as @t he date of Ihis Prospecius;

o 710 14 doy periad thal ASIC has 1o review a disclosure documenl and consider
ils contert before the issuer com accepl G
ol Sacurities;

e

iceations for subscription or purchase

s year commencing on 1 July and ending on 3C June of he following year;

o collection of volcanic, sedimeniory ond shallow ignecus intusive rocks tha have
been metamomhosed o greenschist facies, are sheared and deformed, and form i
belts sumounded by granitic and gneissic racks;

Goods and Services Tox;



induced palarisation

fssue

JCRC

KTaA Capiat or Underasiter

Lising Rules

Offess

Offer Opticns
Offer Paricd

Offer Price
Offer Securities

Offer Shares
Officicit Lisg

Officiat Guolation

Oplien

Oplienhoider
Promolers

Prospacius

Proterozois

Pyrite

Pyrtholite

Securily

Shore

Shese Regisiry
Shoehaider
Subsidiary

TEAMPEST

Voting Power

istivity of

A geophysical lechnique used o measure the chargeability and apparent res
rocks and mineral deposits in e subsurtoce;

the form of Securilies

Iniliczl Public Clfering, scle of equity in o Company generally i
that rade or o recogrised stock moket,

the: issue and alletment of Offer Securities 1o Applicants pursuan: 1o this Pospectus;
the: Australasian Joinl Ore Reserves Commites:

KT Capital Py Ud [ABN 34 086 281 @504

the: official Lsting Rules of the ASX as emended from lime to fme;

the offer of 25,000,000 CHer Shares logether with 1 free aliaching Option per
Share, and up to a further 16,000,000 Shares and free alaching Options by weey
o aversubscriplion urder fis Prospectus:

Opfions 1o be issued by the Company pursuant o the Offer;

the: period commencing on aad inclucding the first dey alier the expiry of the period of
7 days commencing on the dale of lodgement of this Prospecius ond ending on and
inchuding 22 March 2006;

$C 20 per Share;

Shares together wilh one [1} fee aftachirg Oplion offered on the lems and conditions
ol this Prospectus;

Sheres 16 be issued by the Company purssuant 1o the Offer:
the official list of emities tal ASK hos admitied and nol removed,
offcial quetation i he morkel opercted by the ASK:

an oplion io subscribe for a Share at $C 20 per Cption of anyiime up untii 3 years
atier the deae the Company is listed on the ASX;

the: holdes of ar Oplian;

,

rawems the Shareholders refered 1o i Section 11

this prospectus doted 74 Febrary 2006 for e offer of the Offer Secuties as
modified by any supplemeniary prospectss issuad by the Company ard Todged wilk
ASIC Brom lirme 1o lime;

Eres in gedlogical tme spanning between 2,500 and 543 million years age;

a moderctely conduciive iron sulphide minersl thal is commonly associaled wilh
hydrathermal mineral deposits;

a highly condudive iron suiphide mineral that s commonly associaled wilh
hydrethesmal mineral deposits;

a security i the issued capilal of the Company, and includes a Share and an Oplion:;

an ardinery Share n e issued capital of the Compeany issued under his Progpechss;
Security Transfer Regisirars Piy Lid:
a bolder of o Shae,

has the meaning ascribed o that lerm in the Carporations Adt;

a fixed wing aithome electromagnetic survey system designed 1o detect changes in
conductivity in the lop 200 metres of the Earth:;

has the meaning given by Section &10 of the Corporations Ad




Interpretation

I shis Prospectus, unless the conlext requires othenwise:

]
ib)

I

i

id)

a reference 1o a word includes the singulor and the plural of the waord and vice versa;
a reference 1o a gender includes any gender;

il er word or phrase is defined, then ofher parts of speech and grammeticad forms of hat word or phrase have o
corespording meaning;

aserm which refers to a naturad peson includes a company, a parnership, an associalion, a corpoeralion, a body
comporde, o join venure o ¢ govermnmenlal agency;

headings are included for converience ony and do not affed nlerprelation;

a reference 1o a document includes a elerence 1o that docament as amended, novated, supplemented, varied or
repluced,

a reference 1o a thing includes a part of thal thing and includes but is nol limiled 16 a right;

the errs “included”, “including” and similor expressions when intoducing o list of iters do nol exchide o
relerence o olher iterms of the same closs or genus;

a refererce 1o a stahde or siotuiory provision includes bot is net Timited to-

(1} a stakle or slaory provision whick amends, exiends, consalidates or replaces the sioiule ar staklony
[IrOvISICN,

(2} a sladuie o siciuiory provision which has been amended, extended, consolidated or replaced by the slatuie
or slaiulory provision; aad

(31 subordinate legislation made under the statute or slalutory provision including but nol Emited o an order,
regulation, or insiumend; and

a reference to an asset inclides all property or e of any naure including but nol mited fo o business, a righe,
a revenue and a benefit, whather benelicial, |eg<]

or otharsdse.
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