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The Company’s aim is to become a significant producer

and marketer in the world sapphire industry.

When all of its Mining Lease Applications are granted this
Company will be the largest mining tenement owner in
the Queensland Anakie Field holding approximately 3,222

hectares of potential alluvial sapphire-rich ground.

Through the acquisition of its now-subsidiary company,
Australis Mining Operations QIld Pty Ltd (AMO), formerly
called Junior Mining (Operations) Pty Ltd (JMO), Australis

is now positioned to establish a world-class sapphire mining
operation within the Anakie Field located in central Queensland.
Australis currently, owns the largest sapphire recovery plant in
Australia. The near new plant is transportable and is currently
undergoing refurbishment and further upgrading. With the
successful commissioning of the/plant and development of the
open cut alluvial/mine, Australis will be positioned to become the

largest single producer of’sapphires in the southern hemisphere.

Australis has a well-credentialed and experienced Board of
Directors with a proven capability in mine project development
and operation, gemstone mining, corporate governance and
finaneial management, which will be supported by a strong
and experienced management team with a track record in

mining and marketing of precious and semi-precious stones.

The Company will use conventional open-pit mining techniques
and, based on conservative assumptions, this will result in an annual
production of about 4.16 million grams of sapphire. Currently
the proven mining reserves, containing an average grade of 8.0
grams per loose cubic metre, will last for approximately 5.3 years
at this annual production rate and based on current geological
interpretation. The Company has plans in place to extend this

mine life by pursuing a robust exploration program.

Australis also intends to seek out and evaluate opportunities
for production and sales of other alluvial precious and semi-

precious stones, in particular, diamonds.

The Company is forecasting an after tax profit of $2.48 million

in the financial year ending June 30, 2005.
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IMPORTANT NOTICE

This Prospectus is dated 19 November 2004 and was lodged with the Australian Securities and Investments
Commission (ASIC) on that date. No Securities will be issued on the basis of this Prospectus later than
13 months after the date of this Prospectus. Securities allotted or issued pursuant to this Prospectus will

be allotted or issued on terms and conditions set out in this Prospectus.

Neither the ASIC nor the ASX nor any of their respective officers take any responsibility for the contents
of this Prospectus. No person is authorised to provide any information or to make any representation

in connection with the Offer contained in this Prospectus which is not contained in this Prospectus.

This Offer does not take into account the investment objectives, financial situation and particular
needs of any investor. Before deciding to invest in the Company potential investors should read the entire
Prospectus and the risk factors that could affect the financial performance of the Company. The Securities
offered under this Prospectus should be considered speculative. The price of securities may rise or fall
according to a number of factors. You should carefully consider these risks in light of your personal
circumstances (including financial and taxation issues) and seek professional advice from your

accountant, stockbroker, lawyer or other professional adviser before deciding whether to invest.

The Ofter made pursuant to this Prospectus is not made in any jurisdiction other than in Australia.
This Prospectus does not constitute an offer in any place which, or to any person to whom, it would
not be lawful to make such an offer. The distribution of the Prospectus in a jurisdiction other than
Australia may be restricted by law, and persons who come into possession of the Prospectus should
seek advice on, and observe any such restrictions. Any failure to comply with such restrictions may
constitute a violation of applicable securities laws. It is the responsibility of all overseas Applicants
to ensure their compliance with the laws of any country relevant to their application for Securities
under this Prospectus. Residents of other jurisdictions could consider doing so using Australian
domiciled entities, including nominee companies affiliated with Australian broking firms and

should seek their own advice.

Exposure Period
Pursuant to the Corporations Act, this Prospectus is subject to an exposure period of 7 days from the
date of lodgement with ASIC, which period may be extended by ASIC by a further period of 7 days.

The Exposure Period enables this Prospectus to be examined by market participants prior to the raising
of funds. The examination may result in the identification of deficiencies in this Prospectus. If deficiencies

are detected, the Company will:
* return any Application Moneys that the Company has received; or

» give to each Applicant a supplementary or replacement Prospectus that corrects the deficiency
and give the Applicant the option to withdraw the Application within one month and be repaid
the Application Moneys; or

* issue to the Applicant the Securities applied for in the application, give to each Applicant a supplementary
or replacement Prospectus that corrects the deficiency and give the Applicant the option to withdraw

the Application within one month and be repaid the Application Money.

Applications received prior to the expiration of the Exposure Period will not be processed until after the
Exposure Period. No preference will be conferred on Applications received during the Exposure Period
and all Applications received during the Exposure Period will be treated as if they were simultaneously

received on the Opening Date.



IMPORTANT NOTICE

Electronic Prospectus

This Prospectus may be viewed online at www.australismining.com.au.

The Ofter pursuant to this Prospectus is available to persons receiving an electronic version of this
Prospectus within Australia. The Offer made under this Prospectus is only available to persons receiving
this Prospectus in this jurisdiction. The Company is entitled to refuse an Application for Shares under
this Prospectus if it believes the Applicant did not receive the Offer in Australia.

There is no facility for online applications. Any person accessing the electronic version of this
Prospectus for the purpose of making an investment in the Company must only access the Prospectus
from within Australia.

Shares to which this Prospectus relates will only be issued on receipt of an Application Form issued
together with the Prospectus.

Applications must be made by completing a paper copy of the Application Form. The Company will
not accept Application Forms electronically.

The Corporations Act prohibits any person from passing on to another person the Application Form unless
it is attached to a paper copy of this Prospectus or accompanies the complete and unaltered version of
this Prospectus. During the Offer Period, any person may obtain a paper copy of this Prospectus free
of charge by contacting the Company at Level 36, AMP Building, 50 Bridge Street Sydney, New South
‘Wales or by telephone on (02) 8256 0888 during normal business hours.

Key Dates

Although Applications may be lodged on the date of lodgement of this Prospectus, the Company will
not accept those Applications until the expiry of the Exposure Period. No preference or priority of

any nature will be given to Applications received before expiry of the Exposure Period.

* The Company reserves the right to change the Opening Date or the Closing Date or both, which could shorten

or extend the Offer Period without prior notice, which may have a consequential impact on other dates.
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Letter from the Chairman

On behalf of the Directors, I am very pleased to introduce this Prospectus for Australis Mining

Corporation Limited and invite you to consider becoming a shareholder in the Company.

Australis Mining Corporation Limited (Australis) is a new precious gem production company that has acquired
a 100% interest in mining tenements and mining tenement applications covering 3,222 hectares in the Anakie
Field of Queensland. The Company plans to raise $3.5 million minimum subscription by oftering 17.5 million
fully paid up shares at 20 cents and with the ability to accept a further $2.5 million in oversubscriptions, with
the objective of developing a large scale commercial sapphire mining and marketing operation in tenements
containing already proven sapphire reserves and to conduct extensive sampling and resource evaluation over

as yet unexplored parts of the mining tenements as well as exploration of areas the subject of application.

Evaluation by large-diameter Calweld drilling indicates that the proven reserves are adequate to support an operation
producing approximately 22 million grams of commercial grade rough sapphire. There are further as yet untested

areas which may host extensions of the palacochannel placer gravels that contain commercial grade sapphire deposits.

Australis has purchased the private gem mining and marketing company Junior Mining (Operations) Pty Ltd JMO),
since renamed Australis Mining Operations Qld Pty Ltd (AMO), which owns tangible assets including a near-new
200 cubic metres per hour alluvial gravel processing and sapphire concentrate gravity recovery plant, a magnetic
concentrate processing plant and gem sorting facilities, a 160 tonne hydraulic excavator, an 80 tonne hydraulic
excavator, Komatsu 475-2A bulldozer, two 85 short-ton capacity rear dump trucks, miscellaneous light equip-
ment and maintenance and administration facilities. JMO is also the holder of the granted mining tenements and
mining tenement applications and has received formal approval from the Queensland Department of Mines for

the planned mining operations.

The principals of JMO have a proven track record of sourcing sapphires from the Queensland gemfields, initially
as buyers of gems from other producers then as JMO as the operator of a JMO-Cluff sapphire mining joint venture
and marketer of product from that joint venture. While operating experience is of great importance, experience
in the understanding of product marketing worldwide is of vital importance. Key personnel from JMO will hold
operations and sales executive roles in Australis to underpin the Company’s selling initiatives for the sapphire

rough to a long established network of major international buyers and cutters of sapphires and gemstones.

In addition to having operations and sales expertise, the Board of Australis which has a majority of non-executive
directors, has been especially selected to bring a thorough understanding of, and direct experience in, mining project

development, alluvial exploration and evaluation, product beneficiation and listed company corporate governance.

It is estimated that the planned sapphire mining project can be brought into full production by the end of the
calendar year because the mining plan has been approved and there is a compensation agreement in place with
the freehold landowners and, being freehold land, there are no native title issues to impede development. It is
the Directors’ agreed intention to declare dividends from after tax profits on a six monthly basis, has to be

subject to consideration of the Company’s cash flow and capital requirements at the relevant time.

On behalf of the Directors of Australis, I recommend this investment opportunity to you and look forward to
your participation in the rewards that the Directors expect to flow from the successful implementation of the

sapphire mining project.

Yourd sincerely,

P

C.W (Bill) DuChatel
Chairman
15 November 2004
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DETAILS OF THE OFFER




1 DETAILS OF THE OFFER

This Prospectus invites investors to apply for a total of 17,500,000 New Shares at a price of 20 cents for
each New Share, to raise funds of $3.5 million if fully subscribed, with the right to accept oversubscriptions
for an additional 12,500,000 shares at 20 cents per New Share to raise an additional $2,500,000. One
Attaching Option will be issued at no additional cost for every two New Shares issued pursuant to

the Offer (including Oversubscriptions).
All Application Moneys are payable in full on application.

No New Shares will be issued until the Minimum Subscription has been achieved. If the Company does
not achieve the Minimum Subscription within four months after the date of this Prospectus, all Application
Moneys will be returned in full without interest. The Company believes the Minimum Subscription to

be raised under this Prospectus is sufficient to achieve its objectives as set out in this Prospectus.

1.1 PURPOSE OF THE OFFER

The principal purposes of the Offer are:

* to provide the Company with working capital to enable the Company to develop a large scale
commercial sapphire mining and marketing operation;

* to retire debt;

* to facilitate the listing of the Company’s Securities on the ASX; and

* to enable the Company to undertake further exploration of tenement areas.

The Company plans to raise $3,500,000 under the Offer (excluding Oversubscriptions) and
has set a Minimum Subscription of $3,500,000.

The Company intends to apply the funds raised from the Ofter over the period and for the
purposes referred to in Table 1 below. It is intended that any Oversubscriptions accepted will be

applied to provide additional working capital.

1.2 PROPOSED USE OF FUNDS

It is intended that the funds raised from the Offer will be used in accordance with the following Table.

Table 1

($000) ($000)
Minimum* Maximum**
Gross Funds Raised 3,500 6,000
Less Issue Costs (refer Section 12.9) 545 685
2,955 5,315
Intended use of funds:
Repayment of JMO Guaranteed Third Party Loans 742%%x T42%%x
Payment of JMO Trade Debts 470%*x A7pss
Repayment JMO Guaranteed Related Party Loan 200%*x 200%*x
Capital Expenditure 919+ 919+
Exploration Budget 300 300
Working Capital 324 2,684
2,955 5,315
X Assumes Minimum Subscription is achieved.
B Assumes maximum Oversubscriptions are taken up under the Offer.
LEAS Refer to Additional Information Section 12.

+ Refer to Company Information Section 4.



1.3 CAPITAL STRUCTURE

Set out in Table 2 below is a summary of the Shares presently on issue and Shares on issue after the

completion of the Offer, based on the Offer being fully subscribed and assuming no Oversubscriptions:

Table 2 Capital Structure

Number of Shares %
Existing Shares 75,700,000 81.2
New Shares issued under the Offer 17,500,000 18.8
Total 93,200,000 100.0

The Company has approved the issue of up to 12,500,000 New Shares at the Offer Price of $0.20
as Oversubscriptions. In the event that all these New Shares are issued as Oversubscriptions, the

Company’s issued share capital will comprise 105,700,000 Shares.

The Attaching Options are exercisable at a price of $0.20 per Attaching Option at any time from
the date of their issue until 31 December 2006.

Details of

There are 25,700,000 Options presently on issue (“Existing Options”). Set out in Table 3 below is a the off
e orrer

summary of the Options presently on issue and the Options on issue after the completion of the Offer,

based on the Offer being fully subscribed and assuming no Oversubscriptions:

Table 3 Options

Number of Options %
Existing Options 25,700,000 74.6
Attaching Options 8,750,000 25.4
Total 34,450,000 100.0

Application will be made for quotation of the Existing Securities, the New Shares and the Attaching
Options on the ASX.

For details of the rights attaching to all Shares and Options, refer to Section 12 of the Prospectus.

1.4 SUMMARY FINANCIAL INFORMATION

The table below summarises the historical Financial Performance and Forecast Statements

(P

of Australis Mining Corporation Limited and JMO consisting of;

* the results of Australis’ subsidiary JMO for the year ended 30 June 2003, and

* the results of the Economic Entity for the year ended 30 June 2004, together with
the Directors’ forecast of the Economic Entity results for the Year ended 30 June 2005.

/X

N

Table 4 Financial Information
JMO ECONOMIC ECONOMIC
ENTITY  ENTITY
Year ended Year ended Year ending

30-Jun-03 30-Jun-04 30-Jun-05
Pro-Forma®* Actual Forecast*
($000) ($000) ($000)
Sales Revenue 7 0 9,074
EBITDA (752) (346) 5,238
Depreciation & Amortisation 23 0 1,664
EBIT (777) (346) 3,574
Interest Expense & Tax 22 39 1,086 %
Net Profit to Shareholders (799) (385) 2,488
+ These results are from the operations of JMO only. Revenue has not been derived in the years ended
2003 & 2004 due to restricted access to mining leases because of Native Title issues, now resolved.
* Based on $3.5 million minimum capital raising.



1 DETAILS OF THE OFFER

1.5 ISSUE STATISTICS

Minimum* Maximum*x

Existing Shares 75,700,000 75,700,000
New Shares pursuant to Offer 17,500,000 30,000,000
Total shares following the Offer 93,200,000 105,700,000
Market capitalisation at Offer Price $18,640,000 $21,140,000
Fully diluted number of Shares *** 127,650,000 146,400,000
EBITDA per share - forecast 2005 non-diluted 5.8 cents 5.1 cents
Earnings per share - forecast 2005 non-diluted 2.7 cents 2.3 cents
Price earnings ratio - forecast 2005 non-diluted 7.5 times 8.5 times

-forecast 2005 fully-diluted 10.3 times 11.8 times
Net tangible assets per share

~forecast 2005 non-diluted 15.2 cents 15.6 cents

—forecast 2005 fully-diluted 16.5 cents 16.8cents
* Assumes Minimum Subscription is achieved.
*k

Assumes Maximum Oversubscriptions are taken up under the Offer.

*rx Refer to Additional Information Section 12. Assumes all Options are exercised.

1.6 APPLICATION FOR SHARES

To participate in the Issue you must either:
(a) complete the Application Form included in this Prospectus in accordance with
the instructions set out on the back of that form; or
(b) print and complete the Application Form that can be found included in the online
prospectus on the Internet at www.australismining.com.au in accordance

with the instructions found on that website.

Applications must be for a minimum of 10,000 New Shares (being minimum application moneys

of $2,000), and thereafter in multiples of 5,000 New Shares ($1,000).
The Application Form must be accompanied by a cheque, denominated in Australian dollars, for
the full amount of your Application Moneys. Cheques must be made payable to Australis Mining

Corporation Limited Share Applications Account and should be crossed “INot Negotiable”.

No brokerage or stamp duty is payable by Applicants in respect of applications for shares under
this Prospectus. All Application Moneys will be paid into a trust account.

Properly completed Application Forms must be received by no later than the dates specified above.

Completed Application Form and accompanying cheque should then be returned to:

By delivery to:

Axis Financial Group (Australia) Limited or Baker Young Stockbrokers Limited
Level 25, 56 Pitt Street Level 4, 81 Flinders Street
Sydney NSW 2000 Adelaide SA 5000

or Registries Limited

Level 2, 28 Margaret Street
Sydney NSW 2000



By Post to:
Axis Financial Group (Australia) Limited or Baker Young Stockbrokers Limited
PO Box R1464 Level 4, 81 Flinders Street
Royal Exchange NSW 1225 Adelaide SA 5000
or Registries Limited
PO Box R67 t

Royal Exchange NSW 1223

An original, completed and lodged Application Form, together with a cheque for the Application Moneys,
constitutes a binding and irrevocable ofter to subscribe for the number of New Shares specified in the
Application Form. The Application Form does not need to be signed to be a valid application. An
Application will be deemed to have been accepted by the Company upon allotment of the New Shares.

If the Application Form is not completed correctly, or if the accompanying payment of the Application

Moneys is for the wrong amount, it may still be treated as valid. The Directors’ decision as to whether

to treat the application as valid and how to construe, amend or complete the Application Form is final. Details of

the offer

However, an Applicant will not be treated as having applied for more New Shares than is indicated by

the amount of the cheque for the Application Moneys.

1.7 ACCEPTANCE OF APPLICATIONS

The Company reserves the right to reject any Application or to allocate to any Applicant fewer
New Shares than the number applied for. The Company also reserves the right to reject or aggregate

multiple applications in determining final allocations.

In the event an Application is rejected or not accepted in full, the relevant portion of the Application

Moneys will be returned to Applicants without interest.

Successful Applicants will be forwarded notification of their allocation as soon as practicable after

allocation has taken place.

All Application Moneys will be deposited into a separate bank account of the Company and held in

trust for Applicants until the New Shares are issued or Application Moneys returned. If the Minimum

(P

Subscription is not achieved within a period of four months from the date of this Prospectus, all Application
Moneys will be refunded in full without interest, and no New Shares will be allotted pursuant to

this Prospectus.

X

The Directors may at any time decide to withdraw this Prospectus and the Offer in which case the

Company will return all Application Moneys within 28 days of giving notice of such withdrawal.

/

The allotment of New Shares will occur as soon as practicable after the Minimum Subscription has

been raised and the closure of the Offer.

1.8 DIVIDENDS

It is the Directors’ intention to declare dividends from after tax profits on a six monthly basis, but subject

N

to consideration of the Company’s cash flow and capital requirements at the relevant time. However, the
Directors can give no assurance as to the likelihood, extent, timing or payment of dividends in the future,
as the Company’s capacity to pay a dividend will be dependant on a number of factors which include future

earnings, capital and exploration expenditure requirements and its financial position from time to time.

1.9 UNDERWRITING

The Ofter is not underwritten, however, the Offer is sponsored by Axis Financial Group (Australia)
Limited and Baker Young Stockbrokers Limited.

= XK



1 DETAILS OF THE OFFER

1.10 ASX LISTING

The Company will make an application to the ASX within seven days after the date of issue of the
Prospectus for the Company to be admitted to the official list of the ASX and for the official quotation
of the Existing Securities the New Shares (including any Oversubscriptions) and the Attaching Options.
The fact that ASX may admit the Company to its official list and grant official quotation to the Existing
Securities, New Shares and Attaching Options is not to be taken as an indication by the ASX of the merits
of the Company or of any of the Securities. ASX quotation, if granted, will commence as soon as
practicable after holding statements are despatched. ASX does not take any responsibility for the contents
of the Prospectus. The Directors do not intend to allot any shares or options unless and until ASX grants
permission for the Existing Securities, New Shares and Attaching Options to be listed for quotation

unconditionally or on terms acceptable to the Directors.

If permission is not granted for the Existing Securities, New Shares and Attaching Options to be listed
for quotation before the end of three months after the date of this Prospectus or such longer period
permitted by the Corporations Act with the consent of ASIC, all Application Moneys received pursuant
to the Prospectus will be refunded without interest to Applicants in full within the time prescribed by
the Corporations Act.

1.11 RESTRICTED SECURITIES

ASX may classify certain Existing Securities as being subject to the restricted securities provisions of the
Listing Rules. Those Shares and Options will be required to be held in escrow for a period determined
by the ASX.

1.12 CHESS

The Company will be applying for admission to participate in the Clearing House Electronic Subregister
System (CHESS) in accordance with the Listing Rules and the ASTC Settlement Rules. On admission
to CHESS, the Company will operate an electronic issuer sponsored sub-register and an electronic CHESS

sub-register. The two sub-registers together will make up the Company’s principal register of securities.

The Company will not issue certificates to Shareholders. Instead, Shareholders that elect to hold their shares
on the issuer sponsored sub-register will be provided with a holding statement (similar to a bank account
statement) which sets out the number of Securities issued to each investor under this Prospectus and at
the end of the month of issue, CHESS (acting on behalf of the Company) will provide Shareholders with

a holding statement that confirms the number of Shares so recorded in the name of that Shareholder.

A holding statement (whether issued by CHESS or the Company) will also provide details of a Shareholder’s
Holder Identification Number (HIN) in the case of a holding on the CHESS sub-register or Shareholder
Reference Number (SRN) in the case of a holding on the issuer sponsored sub-register. Following
distribution of these initial holding statements to all Shareholders, a holding statement will only routinely
be provided to a Shareholder at the end of any subsequent month during which the balance of the

investor’s holding of Shares changes.

1.13 TAX CONSIDERATION

Investors should seek and rely on their own professional taxation advice in relation to an investment

in the Company.



1.14 DISTRIBUTION OF PROSPECTUS

The Prospectus has been prepared by the Company. In preparing the Prospectus, the Company has taken
reasonable steps to ensure that the information in the Prospectus is not false or misleading. In so doing,

the Company has had regard to the prospectus requirements of the Corporations Act.

The distribution of the Prospectus in jurisdictions outside Australia may be restricted by law and therefore
persons who come into possession of the Prospectus should seek advice on and observe any of these
restrictions. Failure to comply with these restrictions may violate securities law. Applicants who are resident
in countries other than Australia should consult their professional advisers as to whether any governmental
or other consents are required or whether any other formalities need to be considered and followed to

enable them to subscribe for New Shares.

The Prospectus does not constitute an offer in any country or place in which, or to any person to whom,

it would not be lawful to make such an offer.

1.15 ENQUIRIES

Prospective investors should read the full text of the Prospectus. No person is authorised to give any
information in relation to or to make any representation in connection with the Offer that is not
contained in the Prospectus. Any such information or representation may not be relied upon as

having been authorised by the Company in connection with the Offer.

The Prospectus provides information to assist Investors in deciding whether they wish to invest in the
Company and should be read in its entirety. If you have any questions about its contents or investing
in the Company you should contact your stockbroker, accountant or other financial adviser.
Questions relating to the Offer can be directed to the Company on +(61) 2 8256 0888.

Questions relating to the completion of the Application Form can be directed to

Investor enquires:

Mr Keith Taylor Mr Duncan Gordon

Axis Financial Group (Australia) Limited Baker Young Stockbrokers Limited
Ph:  +(61) 2 9247 4444 Ph: +(61) 8 8236 8888

Fax:  +(61) 2 9247 4844 Fax: +(61) 8 8232 3877

1.16 WEBSITE - ELECTRONIC PROSPECTUS

A copy of the Prospectus can be downloaded from the website of the Company at
www.australismining.com.au or the website of the Sponsoring Brokers at www.axisfinancial.com.au
and www.bakeryoung.com.au. Any person accessing the electronic version of the Prospectus for
the purposes of making an investment in the Company must be an Australian resident person or

company and must only access the Prospectus from within Australia.

The Corporations Act prohibits any person passing onto another person the Application Form unless
it is attached to a paper copy of the Prospectus or it accompanies the complete and unaltered version of
the Prospectus. Any person may obtain a paper copy of the Prospectus free of charge by contacting the

Company or the Sponsoring Brokers.
The Company reserves the right not to accept an Application Form from a person if it has reason to
believe that when that person was given access to the electronic Application Form, it was not provided

together with the electronic Prospectus (and any relevant supplementary or replacement prospectus).

There is no facility for online applications.

Details of
the offer

(P
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1 DETAILS OF THE OFFER

1.17 NON-RESIDENT INVESTORS

Intending investors resident outside Australia should first consult their professional advisers as to whether
or not governmental or other consents are required, or whether formalities need to be observed to enable
them to invest. Intending non-resident investors should also seek advice in respect of the taxation effect

of an investment in the Company and dividends that the Company may distribute in the future.

The return of a duly completed Application will be taken to constitute a representation and warranty that

there has been no breach of such laws and that all necessary approvals and consents have been obtained.

No action has been taken to register or qualify the Shares or the Offer, or otherwise to permit a public

offering of the Shares in any jurisdiction outside Australia.

1.18 PRIVACY

The Application Form accompanying this Prospectus requires you to provide information that may be

personal information for the purposes of the Privacy Act 1988.The Company (and its share registry on
behalf of the Company) may collect, hold and use that personal information in order to assess your
Application, service your needs as a Shareholder and provide facilities and services that you request and

to administer the Company.

Access to information may also be provided to the Company’s agents and service providers on the basis
that they deal with such information in accordance with the Company’s privacy policy. If you do not
provide the information requested of you in the Application Form, the Company’s share registry may
not be able to process your Application or administer your holding of Shares appropriately. Under the
Privacy Act 1988 (as amended), you may request access to your personal information held by (or on
behalf of) the Company. You can request access to your personal information by telephoning or

writing to the Company to the attention of the Privacy Officer.

1.19 GLOSSARY

Certain terms and abbreviations used in this Prospectus have defined meanings set out in the Glossary.
Where in the Prospectus the first letter of any word, or each word in any phrase consistently appears in
a capitalised form, that is an indication that such word or phrase may be defined in the Glossary, which
should in any such instance be cross referenced so as to establish whether or not it is a defined word or
phrase. All financial amounts shown in this Prospectus are expressed in Australian dollars, unless otherwise
stated. Unless otherwise specified, all figures and statistical and operational information contained in this

document are materially accurate as at the date of the Prospectus.






CAPITAL STRUCTURE

The capital structure of the Company before and after the completion of the Offer is set out below:

Shares

Shares issued on JMO acquisition
Other Shares issued pre Offer
Shares issued under the Offer

Options
Existing Options
Attaching Options

Fully diluted share capital

Shares issued on JMO Acquisition

Other issued shares pre Offer

Shares issued under the Offer

Shares issued on exercise of the Attaching Options

Shares issued on exercise of the Existing Options

& Assumes Minimum Subscription is achieved.

Minimum* Maximum**
50,000,000 50,000,000
25,700,000 25,700,000
17,500,000 30,000,000
93,200,000 105,700,000
Minimum* Maximum**
25,700,000 25,700,000
8,750,000 15,000,000
34,450,000 40,700,000
Minimum* % Maximum** %
50,000,000  39.2 50,000,000 34.2
25,700,000  20.1 25,700,000 17.6
17,500,000  13.7 30,000,000 20.5
8,750,000 6.9 15,000,000 10.2
25,700,000  20.1 25,700,000 17.5
127,650,000 100.0 146,400,000 100.0

LR Assumes Maximum Oversubscriptions are taken up under the Offer.







DIRECTORS AND
MANAGEMENT

3.1 THE BOARD OF DIRECTORS

C.W (Bill) DuChatel Non Executive Chairman BE Mining, FAusIMM, FAIE, CPEng, FAICD

Mr DuChatel (aged 70 years) is past Chairman, now non-executive Director, of Giants Reef Mining
Limited and a non-executive Director of Striker Resources N L. He has been actively associated with
the mining industry since 1958 and has held executive positions in mine operations, project design and
construction and senior executive management fields with a number of publicly listed companies including
Pancontinental Mining Limited, Comalco Limited, Noranda Australia Limited, Thiess Holdings Limited
and MIM Holdings Limited. He is a past President of the Australian Mineral Industries Research

Association and was a director of Pancontinental Mining Limited and Ashton Mining Limited.

Anthony M. Damianos Executive Director Chief Executive Officer

Mr. Damianos (aged 29 years) has been involved in all aspects of the precious and semi-precious gem
industry which included roles in mining, marketing and administration. He has extensive experience
in sapphire, chrysoprase, emerald and tiger iron mining operations within Australasia. Mr Damianos is a
founding member of the Queensland Sapphire Project, which he has worked on for the last five years as
Chief Operations Officer. He was responsible for project planning, the construction and commissioning
of the largest sapphire processing plant in the southern hemisphere as well as the day to day operations
of the open cut mining including environmental compliance, management structure, rough sapphire

classification and order fulfilment.

Robert Coenraads Executive Director Chief Geologist BA (Hons), M.Sc., Ph.D., Dip. Gemm. Dip.
Diamond Technology.

Dr. Coenraads (aged 47 years) is a gemmologist, geologist, geophysicist with over 25 years of industry
and academic experience. He is a lecturer for the Gemmological Association of Australia, and author of
30 scientific publications and two books. Dr. Coenraads specializes in sapphire and ruby exploration, heat
treatment and processing, and has worked on major gemfields in Australia, Laos and Thailand. He is a

Fellow of the Gemmological Association of Australia and Research Associate of the Australian Museum.

Ted Tzovaras Non-Executive Director LLB LLM, MBA, FAICD.

Mr. Tzovaras (aged 52 years) is a Solicitor and Barrister of the Supreme Court of New South Wales and
of the High Court of Australia. He is also a Director of Austcorp Group Limited, President of the European
Australian Business Council Ltd, Director, Belgium - Luxembourg Chamber of Commerce in Australia,
Director, Hellenic Australia Chamber of Commerce and Industry. He is the founder of Tzovaras Legal,

author of several legal and commercial publications and has held a number of academic appointments.

Keith Taylor Non-Executive Director M Com, MBA, CPA, FCIS, ASIA

Mr Taylor (aged 56 years) is experienced in equity raising, corporate advisory, merchant banking and
property funds management. Keith has been the Company Secretary/Financial Controller for the Manager
of the ASX listed Goodman Hardie Industrial Property Trust (now Macquarie Goodman Industrial Property
Trust) and the Company Secretary of ASX listed Triden Corporation Limited (now Macquarie Goodman
Management Limited). Mr Taylor has also held a position as a senior executive for a number of years
with an Australian merchant bank. He is a Director of Asquith Managed Investments Limited and is

Executive Director, Axis Corporate Advisory, for Axis Financial Group (Australia) Limited.
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BOARD OF DIRECTORS AND LEGAL COUNSEL Directors &

Management

1. C.W DuChatel 2.Anthony M. Damianos 3. Robert Coenraads
4.Ted Tzovaras 5. Keith Taylor 6. Elias Christianos 7. Penelope Kyros

Elias Christianos Alternate Director for Ted Tzovaras

Mr Christianos (aged 57 years) has spent his lifetime working in all aspects of the gemstone industry,
including mining and marketing opals, diamonds and sapphires. His working life began in 1958 in the
family mine at Eight-Mile Diggings, Coober Pedy, South Australia where large opal discoveries were
made. He first commenced mining sapphires at the Anakie Gem Field, Queensland in 1972 and, after
running a number of offshore mines, established offices in Bangkok and Chanthaburi, Thailand for the
sale of rough sapphires. Junior Mining Operations Pty Ltd, Queensland was incorporated in 1998 initially
to buy sapphires and sell them through the Thailand and Hong Kong offices before becoming a sapphire
miner itself. Mr. Christianos will have responsibility for selling of the Australis rough sapphires in Hong
Kong and Thailand. Mr Christianos retains a significant shareholding in the Company through his interest
in Nikiticorp (L) BHD.

3.2 COMPANY SECRETARY AND LEGAL COUNSEL

Penelope Kyros BA (Jurs) LLB, GDLP.

Ms Kyros (aged 33 years) is a solicitor of the Supreme Courts of SA & NSW and the High Court of
Australia and a member of the Australian Corporate Lawyers Association. She specialises as an in-house
legal counsel after 10 years of private practice in the areas of commercial and property law and tenures
in an in-house capacity at Hutchison 3g (London) and Newmont Mining Corporation Limited utilising

her legal and management skills in company secretarial and legal matters.

3.3 MANAGEMENT

Warren Kember Chief Financial Officer B.Com., MBA, CA

Warren Kember (aged 43 years) has over 20 years of professional and commercial experience as a chartered
accountant. After an initial career in audit with a large chartered accounting firm and subsequently
with an investment bank, Mr Kember had over 10 years experience as Financial Officer for private and
public companies. Mr Kember has specialised in restructuring and business development roles, which
have involved improving business processes, reporting systems and financial management. Mr Kember

is a chartered accountant and holds a Masters of Business Administration degree.




DIRECTORS AND
MANAGEMENT

Christian E. Christianos General Manager of Sales, Hong Kong

Christian Christianos (aged 28 years) has been involved in the precious stone industry specializing in
the international sales and promotions of rough gemstones. He has participated in leading international
gemstone exhibitions and trade fairs including the Tucson Show, USA, the Japan Trade Fair, the Hong
Kong Gem and Jewellery Fair, and the Basel Jewellery Fair, Switzerland. Mr Christianos brings a wealth
of hands-on industry experience to Australis Mining Corporation Limited and family affiliations gained
over three generations in the industry. Mr Christianos is also an honorary member of the China Jade

and Gem Association.

George E. Christianos General Manager of Operations, Sapphire, Queensland

George Christianos (aged 34 years) comes from a third generation mining background. He will bring

to Australis Mining Corporation Limited experience in all facets of mining including mine management,
mine tenure administration as well as exploration and operations. He has been involved in major operations
in the mining of gold, diamonds, emeralds, sapphires, opal, amethyst, tiger iron and chrysoprase domestically
and internationally. Mr Christianos has gained his experience whilst serving tenures in operations within
Australia and abroad whilst working in mining and operational roles in various gemstone mines in Brazil,

West Africa and Laos. Mr Christianos is also an honorary member of the China Jade and Gem Association.
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4 THE COMPANY

The acquisition of JMO, a previously successful miner and marketer with a production of 1.2 million grams
from the Sapphire, Queensland, region since commencement of JMO operations, has enabled the Board
of Australis to adopt a project development strategy directed at achieving the earliest possible start up of
sapphire production and overseas distribution and sales. From its incorporation and acquisition of JMO,
Australis has been able to move aggressively toward this objective, the highlights of which are as follows;
* acquisition of and independent confirmation of an existing proven mineable sapphire reserve,
* acquisition of mining leases on freehold property and additional mining leases on crown land free
from native title issues,
* valid applications for exploration licences over geologically favourable ground,
* acquisition of existing and specialised plant and equipment purpose-built for the Company’s
sapphire reserves,
+ experience within JMO for the utilization of contemporary technology in mine planning,
control of mine operations and the control of extraction and processing operations,
* acquisition of established international sales and distribution channels particularly

throughout Asia and Europe.

Part of the funds raised by the Issue will be applied in accordance with the following development

plan which is targeted at beginning production of sapphire in late 2004:

* Supplement the residual JMO workforce with additional mining operations and maintenance
staff for the capital development activities ($16,000).

* Complete the construction of a 6m wide gravel mine access road currently partly constructed
(approximately $5,000 to complete).

* Remove and place in a managed stockpile for later rehabilitation usage of topsoil removed from
the temporary water storage cut using the company Terex scraper-loader ($4,000).

* Remove, haul and stockpile (part, the rest used for Tailings Dam wall construction and haul road
formation) 55,000 bcm overburden overlying the sapphire bearing ‘wash’ in the temporary process
water storage cut depth and construct haul road to plant site: ($99,000).

» Prepare the first site for the re-location and re-commissioning of the now Australis owned 200 bem
per hour sapphire recovery process plant using overburden, where required, from the process water
excavation. This plant site is optimum for the processing of the existing proven mining reserve ($20,000).

* Erect the transportable process plant and re-commission ($20,000).

* Construct the initial walls for one compartment of a four compartment tailing dam able to be
progressively expanded to accommodate sufficient of the fine and course jig tailings to allow solids
settling, process water drainage and recovery and tailings drying to allow removal and placement of
tailings back in mine voids as part of continuous mine rehabilitation ($75,000).

» Complete the commissioning of the sapphire concentrate drying and electromagnetic upgrading
equipment that was acquired as an asset of JMO ($22,000).

* Drill and condition a process water supply bore, including provision of pump and reticulation ($12,000).

* Acquire 1 additional 4x4 light vehicle ($34,000).

Sub-total, with 10% contingency allowance, Phase 1 $337,000

Completion of the previous works will permit commencement of production gemstones, albeit to
reach the production levels forecast the following additional works will be required to be completed:
* Acquire 2 additional used 85 short-ton rear dump trucks and a used Cat 14E class road grader
all in reliable working condition from the used mining equipment vendors ($350,000).
* Remove and place in a managed stockpile for later rehabilitation usage, 0.5m of topsoil removed
from 250m length of 50m wide mining strips ($12,500).

* Remove, haul and stockpile (part, the rest used for Tailings Dam wall construction and haul road



formation) overburden overlying the sapphire bearing ‘wash’ in the first mining strips, 200m by
50m,avg depth 6m so as to provide unimpeded access for the extraction of ‘wash’ on a continuous
basis at the planned rate of extraction and processing ($108,000).

* Complete construction of a 10m wide 2.2 km long all weather compacted gravel surfaced haulage
road from the first 50m wide mine strip to the process plant ROM bin ramp using Australis mining
equipment and part of initial strip overburden for formation construction ($22,000)

* Construct the second compartment of a four compartment tailing dam able to be progressively
expanded to accommodate sufficient of the fine and course jig tailing to allow solids settling, process
water drainage and recovery and tailings drying to allow removal and placement of tailings back in
mine voids as part of continuous mine rehabilitation ($40,000)

Sub total, including a $50,000 contingency allowance, Phase 2 $582,000

Grand total for ongoing production to forecast plan $919,000

After its listing on the ASX and full year’s production, Australis “...is likely to become the largest single
producer of sapphires in the Southern Hemisphere” according to the independent geological report by
B R Senior & Associates Pty Ltd dated 20 August 2004.

The Company

4.2 CORPORATE HISTORY

(a) The Acquisition of JMO

Australis was incorporated in April 2004 to undertake gemstone mining and exploration in Australia and
the sales of the production via an established network of distribution channels throughout the world.

Shortly after its incorporation, Australis acquired the privately owned gem and semi-precious gem miner

and distributor, Junior Mining (Operations) Pty Ltd, JMO), now a subsidiary company called Australis
Mining Operations Qld Pty Ltd. (AMO)

Prior to that acquisition JMO was owned by Mr Elias Christianos. Mr Christianos and his family have
been engaged in various opal, diamond and sapphire mining ventures, and have developed expertise in

the marketing, distribution and sale of gemstones.

(b) The Existing Operations purchased by Australis
In 2003, JMO purchased from Great Northern Mining Pty Ltd four major mining leases
over a property known as “Nardoo” located close to JMO’s existing holdings. With the
acquisition of these tenements, the potential to support a world-scale sapphire production
operation was realised. In acquiring 100 percent of JMO, Australis now controls 10
mining tenements and has 23 mining tenement applications within the Anakie

Field of central Queensland, covering approximately 3,300 hectares of land T

either containing, or with the potential to contain, commercial grade

N

deposits of sapphire.

4.3 THE CORUNDUM FAMILY
OF GEMSTONES
(SAPPHIRE AND RUBY)

Sapphires and rubies are members of the corundum family, an aluminium
oxide with the chemical composition AlyO3.They are the most "

F
L

popular coloured gemstone used in jewellery today.
Corundum is second only to diamond in hardness and a . 4
large high-quality ruby can be more valuable than a .
diamond of similar size. Colourless when pure,
corundum is one of those crystalline minerals
that can occur in a number of colours depending
on trace elements that are around when it is growing. Ruby
is the red form of corundum, coloured by trace amounts of
chromium, while sapphire can occur in blue, green, yellow
and orange, tinted by various combinations of iron, titanium and

magnesium. Padparadsha (pinkish-orange) sapphires were extremely

Figure 2 - Cut blue sapphire. This is not an asset
of the company (photo R.R.Coenraads) E 3
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rare until recently when a new heating process was developed in Thailand. Lower value greenish stones
are heated in a furnace for several days above 1600°C with powdered beryllium to produce fine
yellow, orange and padparadsha colours. This led to a notable increase in demand and price of green

rough sapphire that was being sold by JMO.

Gem quality corundum crystals (Figure 1) grow in either rocks formed by volcanic activity (igneous
rocks), or those formed by heat and pressure (metamorphic rocks), however it is most commonly mined
from concentrations in river systems that drain these source rocks. Corundum is concentrated by the
processes of weathering and erosion into alluvial deposits by virtue of its having a much higher specific
gravity than other very common minerals such as quartz. Corundum is not broken down in the rivers
owing to its extreme hardness, lack of planes of weakness (cleavage) and resistance to chemical weathering.
It is found together with other hard and chemically resistant heavy minerals, such as zircon, spinel,

ilmenite, and garnet, some of which also make fine gemstones.

A large number of important sapphire and ruby gem fields throughout the world are associated with igneous
rocks. These are predominantly around volcanoes which have built up of layers of lava flows and explosive
tuffs and breccias of an alkaline-type basaltic composition. The repeated explosive volcanic eruptions
carried the corundum crystals rapidly to the surface from where they grew, some 75 to 100 kilometres

down, below the Earth’s crust.

Gemlfields associated with alkaline volcanoes include New England, New South Wales (blue sapphire),
Barrington, New South Wales (ruby) and Anakie, central Queensland (world’s best green and yellow sapphire)
in Australia; Pailin in Cambodia; Chanthaburi-Trat, Denchai, Bo Ploi and Khorat Plateau in Thailand;
Ban Huai Xai in Laos; the Bokeo, Xuan Loc, Cardamones Massif, Solovens and Kassens plateaux in
Kampuchea; Haut Chalong, Pleiku, Darlac and Djiring plateaux in Vietnam; Kouang Tcheoci Wan, Fujian
Province and Hainan Island in Southern China; Mercaderes-Rio Mayo area in Colombia; Gimi Valley

and Kaduna Province in Nigeria; Songea in Tanzania; and Madagascar.

In Australia, a series of alkali volcanoes of Cainozoic age (less than 65 million years old) lie in a belt within
the Eastern Australian Highlands that stretches from Cooktown in Queensland to Hobart in Tasmania, a
distance of over 4,400 kilometres (Figure 4). Sapphires have been found in varying quality and quantity
in streams and rivers draining many of these volcanoes. Of these, there are two volcanic provinces that
are known to contain economic quantities of sapphire; the Central Province in northern New South
Wales (the New England Gemfield), and the Hoy Province in Central Queensland (the Anakie Field).

4.4 THE AUSTRALIAN AND INTERNATIONAL
SAPPHIRE INDUSTRY

The existing gem industry in Australia has developed mainly around sapphire, opal and diamonds and
minor amounts of semi-precious stones such as chrysoprase, tiger iron, rhodonite and jade. The first
reported occurrence of sapphire was in 1853 when the Reverend W.B. Clark found sapphire associated
with alluvial tin in the vicinity of Inverell, New South Wales. Sapphires were then discovered at Sapphire
in Central Queensland in 1873 by a railway surveyor, Archibald John Richardson. Immediately after the
Queensland discovery, underground hand miners commenced digging near Sapphire. Early sapphire min-
ing took place in the Anakie Field and New England Field (Figure 4) from the 1890’ to the 1920’ with
most of the production going to Tsarist Russia and Germany. It was not until the 1960’ however that
commercial mechanised mining began to take place on a large scale due to an increase in demand for
rough sapphires throughout Asia. During the 1970’ and 80’s Australia was a major supplier of sapphire,
supplying between 65% to 70% of the world market with production coming almost entirely from the
Queensland and New South Wales fields. In 1989 a peak revenue of $31.6 million was attained from
rough sapphire exports, principally to Thailand.



Thailand is the world’s most important sapphire trading centre. Most of the world’s production of rough

sapphire passes through the Bangkok and Chantaburi markets where the stones are heat treated, cut and

polished and, in many cases, set into jewellery

Sapphire exports from Thailand, the major cutting and processing centre, have continued to rise year by

year. Total sales of loose sapphire and sapphire jewellery for 2003 was US$2.515 billion. About 90% of

Thailand’s sales went to 12 countries in 2003 with the principal purchaser nations, in order of importance,
being the USA (25%), Switzerland (14%), Israel (14%), Belgium (10%), Hong Kong (5%), United Kingdom
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(5%), Japan (5%), Germany (4%), Australia (3%), France (2%), Italy
(1%), and the United Arab Emirates (1%). Countries such as
Switzerland, Israel and Belgium appear higher than normally expected
in this per capita luxury ranking as they are traditional gem trading
centres from where top-quality gemstone product is on-sold. The
global sapphire gemstone industry is very solid notwithstanding the

rise and fall of individual supplier nations.

These statistics support the Directors’ belief that there is ample demand
to meet the proposed revenue of about $9 million for the first forecast
year of Australis ending 30 June 2005. This level of revenue should be

easily absorbed into the international gemstone marketplace.

4.5 GEOLOGY OF THE ANAKIE
FIELD OF QUEENSLAND

The Anakie Field is centred on the small towns of Sapphire, Rubyvale,
Anakie and Willows which lie about 40 kilometres west of Emerald
in central Queensland (Figure 5). Access to all of these centres is by
good quality sealed road. The sapphire deposits within the gemfield
are found in the Tertiary and Quaternary alluvial deposits of
Tomahawk Creek, Kettle Creek, Policemans Creek, Retreat Creek,
Woodbine Creek and Medway Creek. These creeks drain the ancient
Hoy Volcanic Complex, which is one of the above-mentioned
north-south trending belt of sapphire-bearing Cainozoic volcanic
provinces in eastern Australia. Today, all that is left of the Hoy volcano
is a group of at least 70 eroded basalt vent plugs, which have mainly
intruded the pre-Devonian age Retreat Granite. Many of these are
visible as prominent pointy basalt hills in the landscape, such as

Mt Hoy, Mt Pleasant, Mt Newsome, Mt Dumb Bell, Mt Leura,

Mt Mica, Mt Ball, Double Point and Bald Hill. The Hoy Basalt

is characterised by large olivine crystals and contains inclusions

of ultrabasic rocks from the Earth’s mantle including peridotite.

Figure 4 - Distribution of Cainozoic volcanic provinces in Eastern Australia. Economic deposits of

sapphire have been mined in the Anakie Field and the New England Field. (Prepared by R.R.Coenraads)

The Company
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are located about 10 kilometres east of Sapphire township
(prepared by R.R. Coenraads).

The sapphires within the field are derived from the weathering and erosion of Tertiary alkali-volcanic
rocks, mostly basaltic lavas, pyroclastics and volcaniclastics which once formed the cone, or cones, of
the Hoy Volcanic Complex. The high rainfall of the Tertiary meant that these radially-draining rivers were
once energetic braided fluvial systems which have since decreased in size and have been in part buried by

Quaternary alluvium.

Within the field, Tertiary-age sapphire-bearing palacodrainage systems have been reworked by the modern
drainage systems to form lower-level, newer sapphire-bearing alluvium. Remnants of the older alluvium
occur in many areas as primary, high-level gravels on elevated ridges between or adjacent to the present
drainage. Sapphire-bearing alluvium (known as wash) may be exposed at the surface or covered up by
up to 20 metres of barren overburden. The sapphires and associated heavy minerals are commonly concen-
trated in “runs” along particular drainage channels. The character and size of sapphire grains, associated

heavy mineral assemblage and detritus, may vary considerably from river system to river system.

From the time of discovery, the Anakie Field has been renowned for producing large blue and coloured
sapphires, including yellow, green and multi-coloured, or parti-coloured, sapphires. A large proportion of
the sapphires mined in this field are medium to dark blue, due to the high iron content and are often

heat treated to improve both clarity and colour.

Historically, the Anakie Field was mined by hand, during which time the largest single rough sapphire
found was over 2,000 carats (400 grams). Today, the implementation of modern earth moving equipment

and processing plants, allows miners to produce much larger quantities of sapphire.

Since it commenced mining in central Queensland, JMO has produced in excess of 6 million carats

from around the township of Sapphire.



4.6 THE AUSTRALIS MINING
TENEMENTS AND PROVEN RESERVE

4.6.1 Mining Tenements

The initial discoveries that led to the establishment of the townships of Rubyvale and Sapphire were made
on one of the larger ancient river (palacochannel) systems which drained eastwards off the remnants of
the Hoy Volcano (see Figure 1 of the Independent Geologist’s Report in Section 6 of this Prospectus).
Initial discovery of sapphire from this palacochannel in the hinterland around the towns was made
because the sapphire-bearing gravels outcrop at or near the surface in this area. The “Common Area”
around the townships was mined initially by hand-dug shafts, and later by mechanized operations such
as that of JMO. Moving eastwards the main palacochannel can be traced through the Subera Property,
which was drilled and mined by Great Northern Mining Pty Ltd, and then through the Australis tenements
on the Nardoo Property. It is this section of this palacochannel in the Australis Leases ML 70006, 70005,
70004, and 70029 upon which the results presented in this Prospectus are based. The location of these
key leases, which represent only 10% of Australis’ holding, together with the remaining unexplored

Australis leases, are shown on Figures 2 and 3 of the Independent Geologist’s Report.

The Company holds sufficient of its tenements as granted mining leases to allow for, at least, 5 years of
advance mining and exploration. The remainder of its tenements are held under application (as MLA’),
as it is not in the Company’s interests to convert them from applications to granted mining leases until
such time as the Company wishes to explore or mine those leases. Once a lease is granted it incurs
rehabilitation bonds, landowner compensation payments and rental fees. Compensation payments are
those made to the landowners by the miner to cover loss of income normally received from that land

whilst it is being mined.

The Directors have adopted a carrying value of approximately $12 million for the tenements (please
refer to Section 8.4 Note 4).

Tenement Status Summary
Continued access to exploration land likely to contain minable sapphire deposits is vital for the Company’s
future profitable operations. The following list is a summary of the Company’s lease holdings and how

they are being managed.

a) Mining leases 70004, 70005, 70006 and 70029 have had renewal applications lodged with the mining
registrar on the 1st October 2003.The renewal of these leases will extend the term for which the Company
may use them to 31 August 2014. ML2077 will expire on 30 Nov 2004 at which point the company
will decide as to whether there is economic justification to renew this lease. MLs 70144 and 70132

will expire on 31 Aug 2011.

b) Mining leases 70004, 70005, 70006 and 70029 are located on freehold land and are currently subject
to a compensation agreement with the landowner. The Company has allowed for this in its cash

cost forecasts.

¢) Mining leases 2181 and 2123 have expired and are currently being rehabilitated. Once rehabilitation

is completed these mined-out leases will be surrendered and returned to their original land use.

d) Mining lease applications 70245, 70246, 70247, 70248, 70249 70250 and 70251 do not have an expiry
date. They are ready for grant, however the company will only finalise granting once it is ready to
explore or mine these leases. At that stage, the Company will advance to the draft Environmental
Authority (EA) stage and submit an EMOS (Environmental Management Over Study) and negotiate

a compensation agreement with landowners as necessary.

e) Mining lease applications 70272, 70273, 70274, 70275, 70276, 70277, 70278, 70279, 70280, 70281,
70282, 70283, 70284, 70172,70173 and 70174 are ready for grant, as above, but are also subject to Native
Title compensation payments under an Indigenous Land Use Agreement (ILUA) with the Kangoulu

People. The Company will only finalise granting when it is ready to explore or mine these areas.

The Company
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4.6.2 Proven Reserves

The section of palacochannel which forms the Company’s proven reserve has been defined by drilling
in MLs 70004, 70005, 70006, and 70029 (see Figure 6 of the Independent Geologist’s Report). It has a
width about half a kilometre and a length of about 2 kilometres with an average grade of 8 grams per
loose cubic metre (1 loose cubic metre (lcm) = 0.83 bank cubic metre (bcm) assuming a swell factor of
1.2). The edges of the minable reserve are defined by a cut-off grade of 3 grams per loose cubic metre.
The sapphire-bearing gravels are between 1 and 3 metres thick and lie beneath an average of 9 metres

of overburden. The Company’s proven reserve is described in more detail in Section 6.

A large alluvial sapphire processing plant and associated equipment, is being transported to the site
and re-assembled. The former plant site and mining leases previously worked by JMO are undergoing

rehabilitation and preparations for a tailings dam and water supply at the new site are underway.



Exploration drilling program for 2004 on leases
ML70004, 70005 and 70006 consisting of
approximately 80 holes in a 200m x 100m grid
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Figure 6 - Operations Plan prepared by R.R. Coenraads. O P ERATIO N S P LAN

Figurte 7 - The Australis processing plant is designed to be transported
as modular units to the different mine sites (photo E. Christianos)
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pit- Sapphire-beaging gravels are loaded by

transport.torthe processing plant. (photo E

4.7 DESCRIPTION OF THE PROPOSED
OPERATIONS OF AUSTRALIS

4.7.1 Mining

The sapphire-bearing gravels in the Company’s proven reserve in mining
leases 70004, 70005, 70006, and 70029 will be mined over a period of

approximately 5.3 years. An operation plan (Figure 6) will be used that is
designed to follow the channel deposit in an efficient and environmentally
appropriate manner. Mining will be conducted using a standard four unit
open-cut operation previously used by JMO when it was mining along

another portion of the same palacochannel.

The four mining unit-operations are as follows:

(i) Topsoil removal
Topsoil will be removed by a contractor to a depth of about half a
metre by motorised scrapers and then subsequently replaced over
reclaimed pit areas once the backfilling operations are established.

Over the course of the planned operation, a total of 580,000 bank

Figure 9 - Trucks dump
sapphire-bearing gravels

cubic metres (bcm) of topsoil will be removed. Informal quotes i hin of the
ranged from $1.20 to $2.00 per bem so for the purposes of the Australis processing plant
directors forecast a cost of $2.00 per bcm was adopted. (photo E. Christianos).
=
(ii) Overburden removal

Overburden will be removed to expose the ore body using a
160 tonne excavator (Figure 10) and 85 short-ton dump trucks .
As part of the progressive rehabilitation process, the overburden -
will be used to progressively backfill the previously worked mining | o = ;"
pit behind the active mining face. Approximately 10 million bem of -%‘:‘ﬂ-f. L A al "
overburden will be removed during the 5.3 year mining operation. y w
To maximise the utilization of the trucking fleet, overburden will be . T Now
removed on a separate 10 hour shift to that in which the underlying *' -
‘wash’ is mined. i “H‘* <0

(S T 34~

| 2 ey -
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Figure 10 - Overburden strippt
preparation for the next mining pit
is carried out using the Company-
owned 160 tonne excavator worki:
on top of the open pit (photo
E. Christianos).



Figure 11 - A miner displays a dark blue cut and polished Australian sapphire.

Australis plans to sell only rough (uncut) sapphire. (photo R.R.Coenraads)

The Company

(iii) Extraction of the ore or ‘“wash”
Once the top level of the orebody, known as “wash”, is exposed, it will be extracted from the
pit using a 70 tonne excavator and transported to the processing plant using 85 short-ton dump
trucks (Figure 8). The capacity and production rate of Australis’ sapphire recovery plant is 200
loose cubic metres per hour and over a 10 hour ‘day’ shift is expected to process 2,000 cubic
metres of sapphire bearing wash per shift which is expected to recover 22 million grams of
sapphire during the 5.3 year mining period.

(iv) Rehabilitation.
All of the above processes will occur simultaneously, with only a one-hectare mining pit being
open at any one time. Rehabilitation is the final stage that takes place after sufficient time has
been allowed for settling of the in-filled pits. The topsoil for this rehabilitation is taken from the
surface of the next area being prepared for overburden removal ahead of the mining operation.
The topsoil is graded flat and re-seeded with an appropriate grass, and these former mining areas

are then returned to the landowner at the expiry of the mining lease.

4.7.2 Processing
Processing of the wash to remove the valuable sapphire will be carried out with the Company’s purpose-built

alluvial processing plant (Figures 7 and 9) capable of treating at least 200 loose cubic metres (Icm) per hour.

R

The plant will operate for one 10 hour shift per day, 6 days per week and for 48 weeks per year. (It is
assumed that the processing plant will be available 85% of the time it is scheduled to be operated, due to

downtime for maintenance and repairs, and that the utilization efficiency will be 95% of the available

time). Details of the mining and processing steps are summarized in a flowchart (Figure 12).

The sapphire-bearing wash is dumped into the feed bin at the top of the plant where it is fed into a
large rotating screening trommel. Within the trommel, the wash is blasted with high pressure water to
disintegrate it into small clean pieces. The mesh screens of the trommel reject rocks coarser than 20mm
in size (“oversize” which is unlikely to be sapphire, and which is later back-loaded to the mined out areas),
while allowing the remaining finer sapphire-bearing material to pass. The material passes through a splitting
system and is distributed evenly across two 6-cell pulsating jigs. The jigs, working on the principle of
specific gravity, retain and concentrate the heavy minerals (sapphire, corundum, zircon, spinel and ilmenite)
and reject the light and fine minerals (quartz and clays) which are confined and dried in a tailings storage
dam before being back-loaded to the mined out areas.

S e

The jig concentrate, containing the sapphires and other heavy minerals, is transferred into a fully-sealed,
locked container at the end of each day using an industrial vacuum. The container is transported
approximately 10 kilometres to the Company’s security warehouse and separation facility in Sapphire,
Queensland.
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473 Classification and Grading

The jig concentrate is dried and sized in a rotating heating trommel located within the Company’s
classification and grading facility. It is then fed into a three-stage magnetic separator that removes the
magnetic minerals (spinel, ilmenite) and ironstone from the non-magnetic minerals (sapphire, zircon).
The sapphires and zircons are weighed and washed overnight in hydrofluoric acid to remove any impurities
that may mar the appearance of the stones. After the zircons are removed by hand, the sapphires are then
graded by skilled sorters using mirrored tabletops and sunlight, which is a standard procedure in the gem
industry to ensure fast and accurate grading without the need to pick up each stone and hold it up to
the light. A number of standard size and colour categories (Figure 12) are used for sale in the international

marketplace. These are as follows:

@) Blue Sapphires
The largest and most valuable group is the blue sapphires which have been long established in the

marketplace. Blue sapphires are divided into two categories for sale: Blue #1 and Blue #2.

a) Blue #1 are those stones that are transparent and free from fractures and flaws such as
large inclusions that would mar the appearance of the final cut product. When cut, stones
this category give a return of 20 to 25% of their original rough weights. Rough stones
in this category are generally sold according to size. Sizes range from greater than sieve
size +42 (>8.9mm) to sieve size 18 (4.1mm).

b) Blue #2 are those stones with fractures and inclusions that must be removed during the
cutting process. As a result there is a severe cutting loss resulting in a return of only 6 to
10% recovery of the original stone weight after cutting, and the resultant cut stones are
also much smaller. Rough stones in this category are generally sold without being sorted
for size.

(i) Green and Colour Zoned (Parti) Sapphires

Recently the green and blue-green colour zoned (particolour) stones have been achieving similar prices
to the blue stones since the development of the beryllium heat treatment process in Thailand which can
change the greens into brilliant strong yellows and oranges. In a similar fashion to the blue stones, they
are divided into two categories, Colour #1 and Colour #2.

(iii) Smaller Mixed Stones (-18 Mix)
The smaller “mixed” stones are those less than sieve size 18 (4.1mm) and which are not sorted according

to colour, and also contain some orange-red zircon. This material is sold in bulk.

(iv) Non-Gem Corundum
The non-gem quality sapphire or “corundum” is material that is either opaque or so badly fractured as to
render it unsuitable for cutting. It may be blue, brown or black in colour. Some may be used for low quality

beads and the worst has no value except as an abrasive. This material is sold in bulk at very low prices.

4.7 .4 Sales

The process of selling sapphires is in its self simple but it is built upon many years of JMO experience.
From Australia, the product will be shipped to Hong Kong from where various categories will be further
distributed, principally within Asia. Some of the large first grade material may be sold directly to European
cutting centres. The majority of rough sapphire from the Australis operations will be sold as mine run
parcels to long-standing clients of JMO in international gem markets centred in Thailand and Hong
Kong. As in diamond selling, there are no forward sales contracts and payments are made directly upon

inspection or ‘sighting’ of the goods. Sales are typically conducted on a person to person basis with



long-standing clients in the gem industry. Following sales, the stone passes out of the Company’s hands and

on to the cutting factories and jewellery manufacturing centres, then finally into the retail market place.

The average sale price of sapphire in the Nardoo leases, for the purposes of this Prospectus, has been
estimated from those prices achieved through the sale of material recovered from the adjacent Subera
leases and sold by JMO between 1999 and 2003. Some 1,532,000 grams of mine run sapphire were
sold through the Thailand office for A$7,775,000 yielding an average value of $5.08 per gram during
this period. This average figure of $5.08 compares favourably with the figure of $4.76 based on the
minimum sales price analysis of the colour and size categories expected by the Company from its mining

operations. These figures are discussed in further detail in Section 8 (see Independent Valuation Report).

Supply and demand factors may affect price such as new sapphire discoveries in other parts of the world,

and problems that may affect global demand for luxury products. Australis needs to be able to continue
to sell sapphires and compete under any foreseeable circumstances. For these reasons, the sales team has
advised the Board to apply a discount factor to the minimum currently available sapphire price categories.

For the purposes of this prospectus, a value of $4.50 per gram has been used for calculating the in ground

The Company

value of the proven portions of the Australis leases (Nardoo). In comparison with this figure, the company’s
total costs (including cash, non-cash and corporate overheads) will be approximately $2.22 per gram,

based on the budget forecast costs for Australis.

Sales will all be made in Australian dollars and local foreign currency funds have to be converted to
meet the Australian dollar invoice amount, therefore there is minimal foreign exchange risk. Foreign

exchange movements as a potential reduction in sales demand and other risks are listed in Section 5.

47.5 Product Security

Security of the low-volume high-value sapphire product (gem grades) is of paramount importance. The
Company maintains insurance against theft at all times and the product is secured during the processing
stages in safes and strong-boxes. The moment the sapphire concentrate leaves the locked concentrate
storage box at the processing facility, it is awarded a consecutive sample number based on the day it was
mined (for example 2004-12-01) and then weighed. As the sample is sized, graded and classified in up
to as many as 30 separate categories further extensions are added to the sample number (for example
2004-12-01 Category Blue#1, Size plus 30 sieve). These category weights must be accounted for, and
tally with, the original throughout the entire process until the parcels are sold. High security shipping
and handling is used and the product is also fully insured at all stages. Finally, the product is hand delivered

to known buyers by Australis personnel.

4.8 EXPLORATION PROGRAM AND BUDGET
PROPOSED FOR THE AUSTRALIS TENEMENTS

As the current proven resource will take only about 5.3 years to mine, Australis plans to constantly explore
for and define new economic resource for mining and processing. An ongoing resource evaluation and
exploration program, with an annual budget of $600,000 ($300,000, year 1), is proposed to delineate further
resource in the unexplored Australis mining leases, as well determine new prospective ground for take-up.
Exploration will carried out using mapping, aerial photographic interpretation, ground checking of
potential areas, exploration slim-hole drilling and logging programs, and geophysical surveys. Finally, bulk

sampling with a large-diameter drilling rig (Figure 13) will be used to prove up an economic resource.

Mrge diameter

Calweld drill rig. Samples are taken to a test plant to determine
their sapphire content. This equipment is not an asset of
the Company (photo R.Webber).

——
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Figure 12 - Australis Mining Corporation Limited flowchart illustrating the process of exploration, mining, processing,
classification and sales. (Prepared by R.R. Coenraads).



There are good prospects for discovery of an economic resource with an exploration program of
drill holes spaced 100 metres apart, in lines that are 200 metres apart, running across the length of the
palaecochannel. In accordance with the Company’s relinquishment policy, tenements can be considered

of no further use to Australis if that level of drilling fails to reveal a useful resource.

4.8.1 Exploration of Inferred and Indicated Resources

that have not yet been added to the Measured Resource
The 2004-2005 exploration program is planned to increase the size of the Company’s proven reserve
(refer to glossary for definition of JORC code terms). The program proposes to follow and map the
indicated and inferred sections of sapphire-bearing palacochannel by means of close-spaced Calweld

drilling and geophysical logging.

The sapphire-bearing palacochannel runs eastwards from the Subera leases (where it was successfully
mined by Great Northern Resources Limited) into Australis’ Nardoo leases (ML70006, 70005 and 70004)
as measured by the drilling data. In this measured portion of the Nardoo leases, the palacochannel is about

2,200 metres long and 400-500 metres wide, and the gravels have sapphire grades of approximately 8

grams per loose cubic metre. Within this area there are some 22 million grams of sapphire (as reported
by the Indepenc.ient. Geologist in Section 6). That is t(? say, as the n.lining operation progresses aléng the The Compcmy
palacochannel, it will recover 10,000 grams of sapphire for each linear metre of the channel mined
(i.e. 22 million total grams divided by 2,200 metres of palacochannel length). Estimates of sapphire

present in less well defined measured lengths of the paleochannel can be made using this approximation.

At present, the continuity of the palacochannel beyond the western boundary of ML70004 is unproven
because of inconclusive drilling data (see Figure 6 of the Independent Geologist’s Report). However, in
actuality, the ancient rivers that created the palacochannels would have been continuous, so there is a
likelihood that the palacochannel continues through ML7004 to the boundary of ML70029 where a drill
hole has intersected similar grades of sapphire gravels (labelled Area B in Figure 6 of the Independent
Geologist’s Report). From there, it is likely that the palacochannel continues into ML70029 carrying

similar sapphire grades and being of similar dimensions.

At least 80 Calweld holes are proposed as part of the exploration program planned for MLs 70004,
70005 and 70006. Conservatively, this program will test an additional 900 metres of palacochannel

as shown in Figure 6.

A similar conservative program planned for early 2005 will follow the palacochannel downstream into
ML70029 for the length of this lease (Figure 6). The proving of this indicated resource is somewhat
more speculative being further from the proven reserve, but, at least 1300 metres of palacochannel will
be tested with some 100 drill holes on ML70029.

R

By the end of the 2004-2005 financial year, exploration is expected to double the length of the
palacochannel explored by drilling, and this measured sapphire resource will be added to the Company’s

current proven reserves.
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5> RISK FACTORS

The Securities offered under this Prospectus should be regarded as speculative. Exploration for, production
and marketing of gemstones has inherent risks, which may have a material effect on the Company’s
future performance and the value of its Securities. Investors should consider whether the speculative
Securities offered under this Prospectus are a suitable investment having regard to their own individual
investment objectives, financial circumstances and the risk factors set out below. This is not an exhaustive
list and, if in any doubt, investors should consult their professional advisers before deciding whether to

apply for Securities pursuant to this Prospectus.

5.1 GENERAL INVESTMENT RISKS

General economic conditions in Australia and its major trading partners and in those countries which
constitute the market for sapphires, in particular, inflation rates, foreign exchange rates, interest rates,

commodity supply and demand factors and industrial disruptions.

5.2 SHARE MARKET

Share market conditions may aftect listed Securities regardless of the Company’s operating performance.
Share market conditions are affected by many factors such as:

* economic conditions and general economic outlook;

» changes in Australian and international stock markets;

* interest rates and inflation rates;

* currency fluctuation;

* changes in commodity prices;

* changes in investor sentiment towards particular market sectors;

* taxation, government and monetary policies;

* the demand for, and supply of capital; and

* war, terrorism and other hostilities.

5.3. INDUSTRY RISKS

risks inherent in exploration and mining including, among other things, satisfactory performance
of mining operations, contractors and competent management;

* commodity prices and in particular the demand and price of sapphires;

* because Australian sapphires are priced in Australian dollars a potential downward movement
in a local currency, or upward movement in the Australian dollar, could lead to less demand,;

* competition with the producers of gemstones, and in particular, producers in Australia and overseas;
and

* inclement weather conditions over a prolonged period which might adversely affect mining activities.

5.4 GOVERNMENT

Changes in Government, monetary policies, taxation and other laws can have a significant influence on
the outlook for companies and the return to investors. The impact of actions by Government including
such matters as access to land and infrastructure, compliance with environmental regulations, taxation

and royalties.

5.5 EXPLORATION AND PRODUCTION

Exploration and production activities may be curtailed, delayed or cancelled as a result of weather conditions,
mechanical difficulties, and shortages or delays in the delivery of equipment. No assurance can be given

that funds spent on exploration will result in discoveries that will support viable production.



5.6 OPERATIONAL RISKS

Industry operating risks include fire, explosions, breakdowns of plant machinery and equipment and
environmental hazards such as accidental spills or leakage. The occurrence of any of these risks could result
in legal proceedings being instituted against the Company and substantial losses due to injury or loss of life,
damage to or destruction of property, natural resources, or equipment, pollution or other environmental
damage, cleanup responsibilities, regulatory investigation, and penalties or suspension of operations.

Damage occurring to third parties as a result of such risks may give rise to claims by third parties.

5.7 COMMERCIALISATION

There is no guarantee that the Company will be able to successfully market sapphires and achieve

a commercial return.

5.8 INSURANCE

Insurance of all risks associated with the exploration for and production of sapphires may not always be
available, and where available, the cost can be high. The Company will endeavour to have all insurance
in place that is considered appropriate for the Company’s needs. The Company may not be able to be
insured against all possible losses, whether because of unavailability of cover or because the premiums

may be excessive relative to the benefits that would accrue.

5.9 NATIVE TITLE AND ABORIGINAL HERITAGE

For a discussion of these issues please refer to the Solicitor’s Report in Section 7 of this Prospectus.

5.10 REGULATORY APPROVALS

The Company will from time to time require various government regulatory approvals for its operations and
must comply with those approvals and applicable laws, regulations and policies. This may affect the timing

and scope of work that can be undertaken, and failure to comply may result in the loss of permits and licences.

5.11 RISKS ASSOCIATED WITH
AUSTRALIS MINING CORPORATION LIMITED

+ the Company’s mining lease applications, not being granted or mining leases already granted
not being re-newed, because of Native Title legislation or for any other reason;

* the Company’s exploration program failing to produce any more proven reserves or very low
grade reserves;

* the Company’s ability to successfully manage its operations, distribution, marketing, financial
systems, procedures and controls and its ability to develop, expand, retain, train and manage its staff,
and manage future growth;

* environmental management issues with which the Company may be required to comply from
time to time;

* unforeseen delays in mining or processing, together with slower than anticipated selling of
sapphires, could have a negative effect on initial working capital;

+ the Company’ ability to retain the services of key employees, consultants and members of the
Board of Directors; and

* the ability to manage technological change that impacts on the exploration and mining process.

5.12 NATURE OF THE ISSUE

While the Directors commend this Issue to investors, the Securities offered under this Prospectus, to the

extent that part of the Company’s business is exploration and evaluation of mineral properties and in view
of some of the factors listed above, an investment in the Company is considered speculative. This list of
risk factors, however, is not intended to be exhaustive and potential investors should read this Prospectus
in its entirety and consult their professional advisers before deciding whether to apply for Securities

offered under this Prospectus.

Risk
Factors
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Australis Miminge Coeporation Lonited
Level 36 AMEP Building
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[INODEPENDENT GROLOGIC AL REMIKRT
Dear Sirs,

Austtalis Mining Corporation Lanited bas 10 Mining Lesses and 25 Mining Leasc
Apphicatum arcas within e Quecnslaml Sapphire Gemfiells {Olliver & Townsend. 1983)
lcated near the 1ownsbip of Sapphire In Central Queenslaml. In total shese eosme s cover
approximately 3222 heotares ol putential sapphire-rick alluvial placers withie this gemiield.

Thix Company is aciively imvolved i exploration fie and recovery of sapphires from
abluvial gravel placer deposits and during the past five years its predecessor Junior Mining
{Operatioms) Poy Ltd} bhas estabiished mining operations withio the Sapphire Gemticlds,
Anstralis Mining Corporation Limited [ Awstealiz) currently owns the larpest zapphire
recavety (alluvial gravel processing} plant in Avsiralia and. it the fund raising is saecsssIul,
= Hkely to beeome the largest single producer of sapphires in e Southern Heamsphere.
When all of i3 Mining T.ease Applications are pranted tbis Company will b2 the largest
minipg enemend ovrer in the Quecnsland Sapphite Gemfields.

Ausstalis Mining Cotporation Litnited 15 sceking to eaise equity funds (o expand i15 miting
operalinns, W fonher guantity its sapphite resoorces and 0 explore its oxlensive tenement
arcas. This report hes heen preparcd for inclusin in s Prospectus to be issued by Aunstralis
Minibg Corporatien 1id,

Anstralis plans (o use open-pit muning lechnigues o exphoit sapphircs and, on e basiz of
ane I hour shift per oy, has a miming and processing capabiliy of 2000’ of raw,
sapphire rich alluvial material thal praduces & daily average of 16 (00 prams of sapphice.
Mant operating Javs will be bused on g sik-day working week for 4B wocks per wear
(allrwing 4 wecks for holidays). That is 288 days per year. & downtime allowanuce of 1 i
meleded to take inta acoount poential problems with weanther and breakdewns, This gives o
Final figure of 264 working davs per vear and waiuld eesult inoam anoual predaciisn ol aboin
4.6 million grams {4160%kg} of sapphire. Comently dentifiel Proven Sapphine Reserves
conlain an averags prade of 8.0 prams per loose cubic metre, Whenever marketing
conditims are Faveorable, the imrsduction of a night shilt eoold ineresse this company's
acmsal gapphire production betwesn 40 to 6%

Three of the four Mardoo Mibing Leases feve been drilled aod evaluated. These renemwents
gorver un ared of appronimately 390ha amd comprise Mining Leases (MEs] T0004, 70005
and FUODE, They were drilled. using 2 Calvwield rig. and bulk sampled in 18444 and an area of
I 15ha 35 dlentified that comuins appeeximately 22 million grams ol sapphite.

The Jargest tenement in the Mardoo peoup (MI. TOO2®, comprising an area of 218.67
hectares amd st of M1 70003, arca «f 130ha, remain o be evaluated, There is
considerable poteniial 10 wentify new coonomic resources within the existing Miniop Leases
and witliin the Mining 1.eass Application aceas. onee these become available for explotation,
Australis’s tenements are considered highly prospective as they are all located within the
main zemes of existing and historical sapphire production [see Fie 1) amd are sitvated
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downstceam from e Tloy Bazall that s reparded #s the sapphice soonce rock. A vigarous
guplocation program, with an cxpenditure ot abost 600 KM per anmum (sec Section 4.7 in
this Prospectus for details) will be carried oul o identify additional sapphire resources in
theas 1eneme s

INTRODUCTION

§.1 Mineral Tenure

Australis Mining Corporation 1l tenement arcas { Table 1 & Figure 17 are locaied in central
Chucensland pear the centre of the Sapphice-Robyvale-Anakie Gembeld {Ollver £
Townsend, pZ1, 1983). Ten Mining Lesses (ML's) with a tocal arca of about G63ha are
granted and will be available for renewal for o fudther 5 years &1 the end of 2004, Tweniy-
Uwea arcas. comprising abow 233%ha are eovered by Mining Tease Applications (MLAs),
If all af the MLA's are granted, Australis will own approximately 3222hs of mining leases
(Figuces 2 & 3],

Tablc 1. Australis Mining Corporation Tenements ax a1 1¥ May 2004,

MINING LEASTES (ML) CONTAINING A FROVEN SAFFHIRE RESLERYF |ndependent
ML Numlsr Cimpany Slaus At (Hevtanes)  Besanve Statuy Geologist
Trmnd kardon 1300 A Irnlis Lt IRURILLT ¥l cuplared
Fris e Supphire Report
Rasere
NS Mindre FR 0 Aaginihis Cired |2 Frisen Sappire
Resenit
Tk Mardim T340k Aviztrals Cinnied i 1AL Proven Saprphice
| T
MINING LEASES
TI0I2Y hardoo IMiMAustenlis | Tiranted 215.6TLD * Lieplared !
[ 2181 Subera IMCY Apelralis ¢ Ceanted |5, 1400 ~nder
' rehicla liacion i
1841 IO Ausnalis Granted 41T Residener and
' warkshap
3111 Subera T8E; Aseralis {iranied 19, 1400 L ndex ‘
* el Infilation
Tohdd Buebevale  IMIEAusiealis LrrumLed PALEL] 4 e plared
0732 Rubyvale | IMEFAslralis Caranted LR AN lrex plored ‘
2077 Rubyvals IR AL Lrdliy Carznied 19470 Lheaphored
| i Tutul ares 601964 |
MINING LEASE APPLICATIONS {MLA's)
“MLA humber Curm sy Slalus “Area {Heetares | Wesnurce Status
TTEE Mardeo MO A usiradis Applicarion 1457 450H Unesplesed
| TH246 Nerdeo IO Ausirals A pplicaiion 4160534 Uncxplored
70247 Mardye TR A e [ru ey | Applicanon |25, 6607 Uneaplored )
[ T02AE | b Vvemem | MDY Anstro s Application™ 118240 Linexplaoryd _
TN249 1k o= | MDA 0sEralis Application” | T.8340 [ Cnexphored _
M35 | b e | IS0 Australis Application® L7 B340 Cnexploress!
CMPIEL The UCemnen | MO A utiralis Application® 1% LB Unexplorel |
TOZT2 fhewwroes JRIOV A patralin & pplicition® 11 2642 Unesplured
§F027L T Cammun | WG A stz lis Applizigem* 20000 Linexplarcd
TO274 TheCween | TM O Sosiralis Apphiciding™ AL uITH] Lines ples cd
M275 1 uninzos | IM OV Ausnialis Apphearion* 154954 Lires lored
TRITR I oo | 0 Ausiralis App healian* | QIGE Lhneapliared
TUXTT Mezvomman IS16E S ustrabis Applicalion* 151834 Lineaplored
I8 Thecommun JWW R Aosralis A pplication* 18.0R3 | L.ncsplored
AT IR ummen | IMOY A usiralic Application* 19,9024 i Loncsplored
TIRD e Cemmen, | IMUOVA LsIralis Applicasion® W0.0000 Loncsplored
TIEAL rhe L omenon | IWAT) Auslraly Apphication* 01.0000 . Unexplared
[ TNEEZ Dne L omman | 1M AUSEralis Appheation 100000 [ 1lrerplored




TOTE The Comon | IMOTAusrate | Appliaaont l 200000 Lncxplored 4
TOZES Fhe caramean IMOE A weiralis | Applivdmn™ | 7.3y L nexplured
TO1T2 Thed veaon | ML A uslzalis Appliidr [4.3144 Cnexplored |
T3 thecnmmen | IMOVALstralis - Applicaiivt v LR 1A% Lpesplured

j] M Lhe Lommun _&1 O1 Australis _"'I.'El'p-l'iL".i[iﬂll'! a2 L nesplored

| Tolal wres 2555401

The M1 A%s idemtifieed with an astersk n Table 1. are aress ready to be granted” according
b encrespondence received by Australis on the 23-258™ of March, from 1he Queensland
Ciovernment, Depeartment of Natoral Besourecs & Mioes,

MT. s TODDG & MWW und a small arca ulone the bounteary of MLUs MM and 70005
comain a Prowven Sapphire Heserve ol 113ha which is e highest eategory of a Measured
Mincral Resource according o the Ausitalasun Code for the Repocting of Mineral
Resoances (the JORC coded. I includes diluting materials and allowances for bwsses which
may oceur when the deposit is mioed. Appropriate assessments, which include teasibility
studies have beet caricd vm, and inclode considecation of a realistic apprasal of the
mining, processing, economis, marketing, lepal, environmental, social and  povernient
Faclors. These asscssments demonsirale at the time of this repost that sapphire extraction
could reasenably be justitied,

L.2 Sapphire Deposit Charactenistics

The sapphire deposils withit the Queensland Sapphire Gembelds are mainly associated with
Tertiary and Quaternary alluvial placers. Sapphires were derived through enesicn of Lertiary
alkalt veleanic rocks, mosthy basaliic Tavas, pyroclasiics and voleanoclastics of (he Fustern
Austratiun Cainozole lenevus Frovinee, The original source of the sapphires was mase Ikely
the Eloy Basall represented by a groop of eroded voleanic neck plugs that mtroded the pre
Davonian, Fefreat Granite, The lava flows emanating frem these basalis have almost been
completely eroded but, according o Olgers (1969), the remnant woleanic plugs contain
gpecimens of sapphine,

Within the Queensland Sapphwe Gemtields. Teriary sapphire placers in palacodramape
gyvatems huve, i places, been rewitked by younper and present oy drunage to concentrate
hessvy moinerals. including sapphircs. within alluviem (known as wash). Remnants ot old
alluvium ocour in many arcas as primary. high level pravels on glevated rdpes situated
botween, or adjacent to. present day drainage. The distribifien ol environnwnially
fawaurable areas for several cateporics of sapphire “wash” iy showu in Figure 1.

Sapphire plaver deposits may be exposed at the sucface or eoncealed by up to 24m of harmen
overburden. The sapphires and associated heavy mioerals are commurndy concentraied ahny
palesvchanneds at variows depths below the geound surface and comprise linear rones called
rons’.

The Queensland Sapphire Gemiields are renowned far producing larpe Blue and coboured
sapphires mchuding vellow, preen, multi-ordsared and carc pink sapphires. Asg is the cose for
neir vy a1l of the world®s sapphires, they are beat-oreated 4o impreve both elariy and cakzur.

Histomically the Queensland Sapphire Gemiields were mingd by hand, however with the
implemendaiion of madern earth moving machinery and processing plants, e yuanticy of
sapphires has ncreased cxpomentially. Ausicalis kac rmodern plant and equapment and
shrough it previous company (Junior Miniog (Opecations) Pty Tidy has produced and =wld
im exeess of 1.2 million grams of sapphice,
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L.}, Mining Operations

Australis's mining opetalions are W be conducted by excavation of open et mining pies 1hat
vary in depth from approsimacely % g 20 medves. The open cuts are dug with a 160 Lome
exeavalor and dump trusks arc used Lo cemove the svecburden from the spen cuts. Onee the
pre body or “wash® is exposed, it s oxteacied wiing a T toone excavator amd s tucked w
the processing plant. The processing plant is compuater comoolled and uses & rotary trommel
1o free wp the grave! particles and 1o remove conain waste before gravity concentration of
heavy minerals, ingluling sapphines, in a jig. Process water is reciccolated ael Jurther
concentration af the heavy mineral concentrute 1hat comiaing the recovered sapphires is
achieyved through magnetic separation that removes most of the iron-rich, mo-econpme
minerals. The sapphare rich conpentrate i then hund sorted and classibied acpording to
corlirur and sizc into saleable groups or ‘patcels’,

Dwring a visit 10 ihe residence, office, worksbiops and tenemeat areas in the Sapphire and
Rubyvale distriel helween 19" g0 the 21% of April 2004 1 found that all of the fixed asscts,
processing plamt acd earthmaviog equipment are in good conditken and appropeiae for
alluvial minioyg and sapphire proccssing, at a planned tate of approximately 2000 cubic
metres per day.

1.4. Sapphire Qruality ancd Size
licanomic tough sapphires previousiy sold by Junicr Miminpg (Operations) Pty Lid were
berween 1.1 and 20mm in size. Bocause there is up we 0% loss during cotting, rowgh
supphires smialler than §.3mm are penerally oot wsel o jewellery. Thers arc four grodes of
Hue and colowred sapplarcs.
Mo 1 quality - erwstal in clarity suitable for gemsiones and have ou fractures,
Mo, 2 quality  crystal to leanslucent in clacity witly fractures.
Ma. 3 quality — semid opagque inelarity wich Taciures and
v Npo 4 gualily  coapdum, epague in clarily (Mote corundam s ke same mineral
species ww sapphite and has o monetary value because sume of this minetal ¢an be
heul-treated to poweduce a degres of claeity (hat cnables it w be osal as a semstone).
Carundur is also a very hand mineral and noen-gem maneeial s sald for abrasives.

Approximate colour and size characteristics of sapphire expected trom she mining of she
Mardon M5 can be gained teom aapphires produced 0 the Subera Mining Leases such as
MLs TI69 & T162, that lic adjacent 1 Mi. TO006 (see Figure ). The recotds for the peciod
6™ May 2000 to §6™ February MHEZ show that sapphirc aml corundum mined by
Oueenslamd Sapphire Mindng (CG5M) under a joint vemure aygreement and marketed by
Jundor Wlining [Operations) Py Lid, comprised the following:

¢ Blug - upproximately 42% af alt production

o Green and celoured soned sapphires — spprogimately 18% wlall produetion and

»  Comndum — approvimately 17% of all production,

#  Mixed supphive and corundurn smalter than 4. L (-18 sieve size)  approximately

21%,

The properion: and gizes of sapphire and corundurn cecavered from Lhe Subera ML "y are
sumarised i Frgoee 4. O the approximate 13% of green and voloured sapphires produced.
the follovng colonr range was obibained:
= {rreen — 55%
v Muly colowred (pami]  25%
Yellow — 16%
s Star sapphire 2%
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Fig. 4. Pic chart showing the proporiions of sapphire and corundus, 2nd a histegrem showtng sizc
distribution of hlue sapphire.

Fough sapphircs can he heal-treated to improve the quality of e pemstones and o some
circumstanaes the colowr can he chanped. The company cureently has ne plans 1o introducs:
gemsione cullinp or heat treatment facilities cither in Australia ot overseas. These labour
imlensive processes can be undertaken kess expensively overseas.

1.5. Marketing

Unlike gold and diamands (hat have a relatively stable price in the weorld murket. the price of
sapphire [ends te be mare varable. Supply and demand factors affecting price inchude
developraent of new sapphie deposits in ather parts of the world and tluctuating demand tor
luxury prodocts due to plobud problems. The suceess of Australis™ Juture marketing
cperations ix also hargely dependent on the quantity aod guality of sapphires derived through
ppen cul Inining. [n this regard, the gechwgical similarity und proximity of the Australis
mining leases w those proviously mined in adjmeent ML7s indicate tha the sapphires
produced will have similar sive and colour churactesistics deseribed above. Historically
achieved sales tipures for sapphires arc prosenied in Section 4 of this Prospectuz,

Awstralis. through its predecessar Junior Mining (Operationsp Pty Ltd inow a wholly owned
subsidiaryp, has an intermatiomal petwork of buyers wha are regular purchasars of sapphires
from the Queensland Sapphire Gemfickds. This Company has u koowledgeable and
experienced sales and muarketing team and maintains sales outlels i key overseas countries,

1.6 Envirepmental Compliance

Australis bas an Envirenmental Management & (perating System (FMOS) approved by the
Queensland Department of Natnrul Resources and Mines. The tailings dam and the
processing plant are fully approved and Environmentally Relevant Astivities are authonsed
and approved on an apnual basis with the relevant anthoritics. An ultimate mine closure plan
has been accopted amd 1o the best of knowledge there are mr envitonment or Lilipgation
probloms owstanding ot pending. Auwstealis employs a part time Environmenlul Officer who
monitors g1l wspects of the mining operation. including noise and dust kewvels tailings
discharpe, groundwater and punping dischurpe, water table anl ovine water dischacge.



There are o cliemicals wsed inthe recovery of sapphices and thore are no exic wasies
praduced by this nuiniog eperation.

2. EXPLANATORY INFORMATION

L1 Commission

Following a request from the Directoes of Australis Miniog Corporation Dd vo 2™ March
004, Dr B.R. Senkor undertoek. a preliminary review of geolopikeal data covering three of
the ve Mining Leases held by thic company. e concluoded that Awstralis bas a dominant
land poziiion in the Queensland Sspphire Gemfields and Lhay a substantial expansion of
mning was warrantad, O this hasis Australis confiemed s wish, in a letter dated 14
March 2004 to engage Dr Seniar to prepare 8 yeological repont covering, the mining leases
thal Awiealis infended wrexplnit. 1 Senior aceepred this project on 2™ April 24K,

2.1 Seope and Purpose

The purpose of this Techmical Hepon was te provide peological data covering mineuble
sapphire placers within three of Awsteais's Mining Feases (WLs 70004, 0605 & OO0,
iz report does oot include the lental reserves in 7 additional Miniog Teases and in 273
Miniog [ease Application areas, a2 these remain o be geoloygically evalualed and Lhei
conHie potomilial is vnknown (see Tably | & Figures 2 & 50

Previous eeolopical. mining and exploration data were mwde available aod were 1o be
reviswed and focommendations made oo methods snd 1cchniques e be applicd and the
proposed miping propratmn by Austrabis was to be verufied as approprisre.,

The uim ol the Techpival Report is 1o gather, oterpret and summacise the material
intiemation relaied W e wenemenis in acvardanss wath 1he regquirements of:
1. she Code and Guidelines for Techoical Assessment ambior Yaluation of Mineral aod
Petrideuin Securities far Indepetdent Expert Repaorts (™Uhe Valman Code™) and
2. e Australian Code for Reparting of Tdentilied Miveral Resourves amd Ore Rescrves
{HORC Code™).
The Techmeal Repoct i ot 10 be wsed for any other purposs other than identified shove.

2.3 Compelebce

The Technical Reporl was compiled by Brian Ko Senier peocipal of B.R. Senior &
Associaics Ply Led. ABN 41 841 557 398 of 303 Shingle 11 Way, Bunpemdore. NEW
2621,

Lr Scnior graduated with a B.5¢ (Hons) Tromn Victorna University of Wellingion in 1963,
obtaincd an M.Sc in 1900 and & PhTY oo the Universily of Mew South Wales in 1978, He
wocked for BMRE (now Geoscience Anstralia] fram 1906 to 1980 on peclogical mapping
projects m Quecnsland, SA and WU, For the Tast 23 years he has been an indopendent
cotsyltant 0 geslopical mapping. explecation and mining in Auostealia, PMG, Kalimantan
South Africe N and Argentinu. He spent thre vears pealagically mapping aml evaluating
sapphice and nohy resoweces in Laos and is an acknowkedged expert in pemstane (sapphire,
ruby and precious opal’l, repelith rescarch and Queensland peobmry.

He s a Fellow of the Augl MR, s subject o the AusThM Code of Erhics and is aware of the
YVaLMIN and JORC codes. I Scnior is alsa a member of the Geological Society ol
Austealia lnc.
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The cstimgted cost For the Techmical Report was 520 000, comprising $16 800 prolessienal fees,
and traved, wocomimadation aml sundry expenses of approximately $3 200,

1.4 Independence

Dir Senipr has oot been assogiated with the dircetors of Auwstralis Mining Compecation Lid, or its
predecesser Junior Mining (Operations} Py T4l amd neither he or immedine family oc thei
employers of any associate of their emplayers, hold or bave any peeuniary or other inlecests in
e Australis lenemenls other than the professonal foe and ceimbuesement of ¢xpenses paid o
connection with the Technical Report as set out herein, D Benior has no henetficial interest in
the owcome of the asseasment.

2.5 Access to data
The Terhnical Report has been prepared independently and in accordance with the VALMIN
and MORC codes and there has been oo material departare from these cudes,
Awstralis Mining Corporation Lid has represented to Dr Semior in writing that:
»  Full disclosere has been made of all baterial Infarmation aod that, o the best
of its knowledpe and understading, such information is complele, accurate
Al [rue
» Al information may ke presented in oz public version of 1he Report amd none
has been determmed 1o be confidendial.
Arcardinply nothing contained in the Technical Mepon s atiributable to informativn which
Australis Mining Corporation Ltd regands 2 confidential and which has been wsedl hy T Senior
but which 1 mot disclosed in the technical repont, The Techmcal Hepont iy hased one
I. The iformation provided by Australis.
2, Published and open file data from the Depariment of Natura] Bosources & Mines,
Chasensiand.
1t Scnior’s own records, copics of geabogical reports, maps and referenace Thrary.
Afl zuch sources ace referred 1 in the test of the Report and listed in stamddand fsrnat
al the end of the Keport.
4, Tnformaticn collecied by Dr Senjor during sie inspection.

3

The auchor has undertaken all checks, enguiries and peocedures thal he conskdored noegssary o
verify thwe gecorsey of the Materig! in the Technical Repar.

1.6 Draft version

Australis Miming Comporation Lid received a progress copy and a deatt version of the Techioical
Report and errors of fgt were ideatiffed and rectified. Accuracy and assumplions made weee
absr guiestioned under due diligence and weee able ke be clarified or substantiaied.

2.7 Sile Inspection

[ Senior made a site ingpection ducing the period 19™ 1w 217 Apeil 2044, This involved aitling
travel from Canberra to Sapphive and retwmn and an inspection of the tenements by helicopter
and by d-wheel drive vehicle, Daring this trip 21l of the mining feases wera inspocicd and some
LIS data relaiing we e postions of ML cormers and sites ol lulwe mining were collected.
Mining equipmetit and infrastructure were ingpected 1o verify that the prupesed miring
aperaiions could commence withow undue delay. Colour phowographs and field notes were
enlloeted to provide a cecord of this visil.

2.8 Mining Leases

A copy ¢f 3 ketter from the Mining Kegistrar, Quesnsland Governmient, Natueal Resources amd
Mines, dated 15 July 2003, was provided to Dr Scnior. This Jetter states that Mining 1 ease
Numbers — W1 TOOGG, ML 70005, ML FHAKG & K1 70029 were scassigned from Cereat



Matthern Mining Ply 1.4d o Junior hfining (Operations) Did and this procedune wis appooved in
the £1fiee of the Mining Kegistrar in Sapphite on 18" July 2003,

2.9 Employee Relations
The awthor of the Technieal Report 35 oot aware of any special factors relming to employvee
relations amdior work practices, which eay have an impact.

2 10 Material Agreemenly
“aterial agrecments and contracts are nod within the seope of this repon

2.11 Liahilities, Commitmenis and Financial Faposure
The seope of this Technical Repor does nat include a review and eeport on Babilites, acial and
contingent commitraenis and finangisl expasoic.

112 Mining & Explorstian

In regard to ASX Listing Rule 1.4.4, Avaraliz Miniog Comporation Lid has satesfacrory amd
chearly delned mining and exploration objectives and an appropriate expenditure program
eovering M5 UM, TOONS, TOO0G and TR0,

It sbould be potenl that approxinaiely $400 M per annum woald be required for exploration of
bdining [eases amd Mining lesse Application areas, 10and when these are yranted (sec Section
4, i this Prospectus for details).

2.13 Indempitics

Ausiralis Mining Corporation Ltd has provided IX Senior in o letter dated 30™ March ts
apreemenl 10 indemmily bim in respoct of any compenzation that he may become Liable for:

{a) U'hat results from his eclianee on inforoation providel by Australis Mining Compotation Lid
ar a5 a conseguence of Australis Mining Corporation | od providing Material Enformasion: or
{b] Which relates to any censegueniial cxtension to work load through guecies, questions e
public heatings arising from the Repon., bt does ret absolve him from ecitically cxaminioy the
ioitivenation proviled.

3. SAPPHIRE POTENTIAL OF THE MINING LEASES

L1 Introduetion.

Austealis Miming Corpocation Ltd infemls 1o cammence large scale sapphire mining in Mining
Leasc Mo, TG (Figure 5), aljacent to thrmer mining areas owncd by Grest Northern Mines
Piv 1.l ML s 7164 & 71620 Recards availalle an open file indicate setual sapphire grades in
wrarmes pret Keose cubic metre, varied between 906 - 1365 10 M TI69 2nd 947 - 15403 in ML
T162. In those areas a sapphire rich wone, comprising & pair of convergime palaseochanocs
appears W extend easiwards inte Awstralis s Mining Lewses, The lenpth amd the width of this
anicnt drainage system have net been fully delineated by drilling and balk sampling. However,
the Froven Sapphire Reserve in this palacochannel. that has a grade of more than 3 grams of
sapphite per bose cubic metre. s at least [ 900 in length aml averapes approximately 250m in
width {Figure &) Two other aress in these ML (Arcas A & B aee Okely o be contected with
the main palasochannel sysieoy, bur these will require further drilling to detennine their extent
arl ecotomic polential. Avea & i silwated near the cast boumlary of ML 70005 gnd Area B
steaddles the bewndary between ML 70004 & ML 70029 {Figure &Y There are imsallicien data
in Areas A & 13 for their inelusion in the rozource estimate.

3.2 Sapphire Explorativn Methodology
Sapphire oveurs in rekative [y minor amoancs tegether with other heavy mingrals, such as spinel,
ilmenile, mapnetite. zircon, muenazite and mutile, n alluvial placer deposils. Concentrations of
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sapphine may be as hvw us several prams per cubic metre of alluvial pravels (wash) and sil]
represents an coonomic restarce, 14 therelne necessary to sample Jarge valunws, in the order
of several cuble meires. W delermine accutate sapphire prades, For this ceason sapphire
cxploralion U Awstralia s oflen camied om wsing lepge dismeter hocket drills, soch as
approximately | metre diameter Cabweld drilling rigs, These praduce samples of wash in the
order of 0.5 10 | cubic meatre that ¢an be processed g (st pland W vield nwaningdul daia. Valid
nformation can be reoovered concerning grade, deprh, thickness and composition of 2 sapphire-
bearing ulluyial syswem m this wa.

3.3 Descriptiae of Sapphire Wash o the Nardoo ME's

Mer sappliice-bezring allvium from the Mardoo Tewses (MLU7s T0HE, HHHS. FHG & TOO29Y i
prescntly availahle fue deseriplion, hawever extensive mining duciing February e bay 2001 in
KL's T15% we T16T and 7169 logsied anmediately w the wiest and adjacent o the Natdoo M s
vielded significant eeonomic sapphire-bearing afluviom, Approcamately 34 000 Jooxe cubic
metres was processed and provided an averuge peade of 8,57 wrams per loose cubic metre,
Fhese resuhs cun be exoapelaed inte the western pan of the Nardoo MT "s, as they appear to be
part ¢f 4 coneinuaws palacodrainage syste.

3.4 Assessment of the fhardoo Leases

L 19%1, an exploration program on e Kardoo Leases led 1o the drilling of 33 Calweld holes.
Theese harbes were drillel in Jmes approximately ar rigld aneles to the caurse of the press=nr day
Policeman Creck amd the hulk samples were processed inoa test plant. These data were plotted
on @ map of the ML arcas, The first map (Figure 5) shows the depth in metres 1o the base of the
palaeochannel in which the wash laver lics and o two meewee contour merval has been vsed e
show e shape and continuity of this paleeachanncl, The second map (Figure 6) shows the
prades fmcasured in the test plant) o grams of sapphite per leose cubic metre (which varicd
from § 1 214 o/lem) and 1he thickness of the wash enceuntered (which varied from lesz thao |
i 3.2 metees). S4x nonth — saull gealoeieal cooss seetions (A - F] were deawn alotyg the lines off
drill holes (Figure T o show the depth and thickpess of the wash Javer tnote: hole collar
elevations were nal surveved and g horizontal datum has been wssomed).

The Proven Sapphirc Reserve was defined as that including all holes with sapphire grades of
over 3 grams per hose cubie metre ol wash, It has an area 7 LLS bectares and the average
thickness o wash is about 2 metres giving a total mineable voiume of 2.3 millwm bank cubie
metnes (hem). Assuming a swell factor of 1.2 upeo excavation, the volome of wash for
processing becomes 278 million locse cubie metres {fem) with a conservative averape grade of
Rdlgflen bt s estimaled that thiz will vield about 22,08 million prams of sapphire. These results
are sutnmarised in Tahle 2.

Table 2, Mining Leases 70004, "0005 & 046, showing Catweld drilling and bulk seopling resalis. within
the pelaeschanne] ares thal bave sapphire grades =lwe 3 grams per loose vubic meire.

ML's THHM, TO00S & 70006 | Average 1 Range |
A e A SIrg Ineres b , 1 150 {uM} .

Dwerkarden thickness meeres) 9.0 L1a | 7 metres ]
W ash thuknes tawedresl 24 _ 1 14 1 neires, o
Wash [ nverhueden raso 4545 ]

Lubie Eecnes thank) | 2 JHk 000

;':'l""“ fizim - 11z _ —_—

E_'u_l;uiTmu'lrc.ﬂ. (leasey 2 TE O B

Grade [peants pet Toose . miine) .0 _ 3 L gramsLem

Tediul sapgibare (prams) ;22 D8 AHKI

Flant capacity (cubic metres per diy) JHH} 2 cubiz mietres _Err howr
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aqdiire produced per day {prnnz) 4 0

fhperating days per vear T60 i diysiweek. 4 wiecks leave
Wolume precessed J annum den) S210 {HH] L0 dliys _

Sapphire producel per vear |grams) A 1odk oul 10 days

Lifie of currenthy wdentiled resonrers [ 53 Yoeearn I _ _ [

3.5 Reoults of Mining in Mining Leases Adjacent to ML 70006

Gresmt Nuorthern Mining Pty TAd undertook sysiematic mining to b east and immediately
adjacent o Australis's MT. 7006 in the period 17 February 2001 to O My 201 The average
mine grade of sapphire was W28 em. O particular relevanes are the prades from MTs 7169
and T16Y sitwied iromediarely o the west of ML HEMMG that averaged 1135 and |1 5glem
respectively. The mining tesults indicate that the palagechanne] sysiem o 'lapcway’ is
approxurately lincar amd exlends eastwards inta MU 7006, Forthermore, the averape grade af
8.Opdem established from drilling and bulk sampling in M1 HHHES & 20006 15 siemilar to (e
actual grade thal was achieved doring mining in adjacent mininyg leases.

4. CONCLUSIONS AND RECOMMENDATIONS

Supphires arc valued depending on the degree of processng, heat irewment. curting, and gradiog
thal they have underpone. The price af the final produet al the retadl level can be extravedinar ily Geologist
high. in the erder of lundreds of dellacs per cut caral, bul of course these are sold in much — Report
smaller rambers by snelividual high cost retail aullels, At this stage Australic plans to sell Tarpe
yuanrities of rough sapphire intemnationally with only the minimom ameunt of sizing amd
classification. Elistocically there has been little success in processiopg sapphites within Australia
becawse it i lubour intensive and there is strong competition Them ke labowe oot countries n
Southeast Asia, As a resull valoe adding in this cooitry i3 unecommic,

Independent

Australis Minioyg Corporalion holds extensive Mining Feases, covering abwet 663ha, in the
Sapphire Gerofield of central Queensland and haz 8 Proven Sapphire Reseree of 2208 million
prams of sapphiec within tbree of the Wardoo Mindng Leases (ME7s 70006, 20003 & part uf
Forby. Currently identified mineable resowrces, averaging .0 grams per loose cubie metre.
should a1 for abuut 5.3 years on the plaosed nining rate eriteria, Theae figures ure Tikely 10 be
comservative, as mining cxperienee in adjacent MLs has Jermonstrated that mine prades are a
littks higher than those established from bulk sampliog of dridl hiles. This is dwe 1 e
variability of sapphire concentrations in alluvial placers and {echnical ditficultics i ohlaining
aeenrate and represcntative bulk samples from Calweld drll hotes.

Although 1he proven sapphire reserves provide 2 mining life ola Bitle over § vears, it must be
pointed ow that Austealis has vet 1o explore the majority of its tenements that are located within,
or are adjacent to. active und historical sapphire mining areas. Onee explaration pots underasy
anl muew sapphire placers are discovered. the lile of the mining opemtion s bkcly 1o be
comesiderably cxtended.

Two of The Minine Leases in the Nardoo area are wnexplored (ML s TS & TO02%) and one of
the others in thig arca (ML 70004 is only panly esplored. Further exploration will also b
required in the Mardin Peoven Sapphire Reserve arca (M1.'s TOO0S & TODDEY. 1w establish
cominuity of this identificd reserve, with low to high grade sapphire imcrseetions identitied in
three drill Twles in Arcas A & B [(Figore &) In eddition o the Wb granted Miming Feases,
Ausiralis has 73 Minine Lease Applications in highly prospective arcas within the main
sapphire fighl. These renements cover approximately 255%ha of potential sapphire-rich allavial
placers and thess will requice a vigoreas program of drilling and bulk sampling w establish their
potential economic value, The company has confirteed that it will spend 3006 million per
anmume oo exploration and resoutce cvaloation.




SECTION A SECTION D
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REFERENCE

Alluvium 40 Drill hole number

Sapphire wash (see Fig. 6 for Geological Section locations)

Basement

Fig. 7. Geological cross sections ( A - F ) showing alluvial overburden, sapphire wash and basement.
Note - a horizontal datum is assumed.
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Tn arder to explore the existing ML™s and MLAS a5 these become available, a more sireamlingd
and cost efficient exploration mothodology is recommended, Sterenscopic. colour aeral
photpgruphy should be acquired, and larpe scale, photogramoeiric digial meps should be
vonstrucied covering the various lenements. These will provide accurate base maps for lecation
of deill hales, mining locations and calenlations o sapphire resonrces. Althaugh alluvial placers
have been traditionully explored using larpe diareter bucket dalls of the Calweld 1ype. it is

recommendad  that inftial investipatons  should wse Reverse Air Blagt deill holes of

approximately 11E8mm in diameter. RAB drills. onfike bucket drills, can provide a small,
accurate and relatively uncomaminated sample. This type of drilling is much speedicr and cast
effective and down-biole Iammers can be vsed 1o penetrate hand Tapers that may be diffcalt or
impossible to pencirate wsing the hucket drill method. Mute that 9 of 53 of the Calweld hokes in
the Murdoo BEL"s failed 1o rewch basament and 13 others did not interseet sapphire wash. [t 15
concluded that bucket rype of drillimg, whilst being an excellenl method for acguiring large
aravel wish samples, js an incfficient method tor initial exploration of sapphire alfuvial placers.

Tt is also recommenwded that all RAB holes are paomma ray lepped. Small, porable, digifal,
down-bole-logping systems are available and the logs would provide accurate thickne s
megsurements of the sapphire wash and depths to basement. Cnee sutficient gamma-ray log
dara are available it is Wkely that drill bole sapphine grades could be catimated from ehese data,
Fhis method rclies oo the relationship that exisls between high sapphire prade and a
comrcspordding high concentraiion ol other heavy mincrals, panicolarly the radioastive minerals
zireon aml munazite, (Onee the distribution of an alluvial placer is established from RAR driling
and pamina ray bgging. the bucket drill method can be used to obtain bulk sumples from
strategically positioned locations for the final conlirmarion of sapphine grade.

Yovurs futhfally,
R.R. Senior & Assoctates Piy Lo

)
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Oear Sirs

SULICITOR™S REPORT

1

1.1

1.2

1.3

1.4

INTRGDUCTION

This Report is prepared for and at the reguest of Australis Mining Corporation Limited
ACH 108 848 429 ["Australis's

Thig report is required in relation o

[al the preparation by Australis of a prospectus o raise $3.5million; and

[E) hstipg af Austialis with Aosteaian Sieck Exchange Limitad.

Australis has acquired all of the issued share capital in Austral's Mining Operations
2id Py Lid ACN DE1 347 B3 ("AMO"y which was farmerly Junigr Mining {0 peralkions)
Pry Ltd  AMD hiolde mining tenements and raining tenemant applications sioated in
Queensland and details of thoge tenements and applications are o be discloged in
the proposed prospectus  For the purposes of investigating the mining tenemer;
inferests held by AMD . we have Been asked ba repart an the relevant rmining
tenemeants and mimng lenemen’ applications specified in Schedule A
"Tenemeaonts').

Thiz Report relates to the Tenements and addresses:

[al title to the Tenememns;

L) encumbrances aver and concitensg i relation 1o the Tenaments,

[l the status of the current halder in relatian 1o the Terements,

[di a report on the stalus of native title issues thal relate g the Tenements;

=) a ganaral cammentary on Cueersiand mining and native e 3w as i relates
to the Tenements.

An cveriew of the Tenements is conlained in Schedule B which s allached ig and
forms pan of this Report.
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Sobnlor's Raport R 8 Mowvember 2004
F COMSENT TO BEING NAMED
2.1 We consent 12 being namad as having prepared this Bapodt i the prospectus being
prapared by Sustrahs.
2E This Report is provided solely for the benetit o Ausiralis and s dirsclong in
connection with the issue of the proposed prospectus and s ool o be ralied on or
distlosad ta any gther person o uzed for any othor purpogce or quoted or referad o
i any athet public document without our pricr writter: consent.
3 SEARCHES
i For the purpose of s Report, we hawe reviewed:

(aj Pining Loase Reports by e Department of Malural Resources, Mimng and
Energy (*DMRME) i respact af the Tenemante. Tha DNRERME scarches were
conducted on 17 May 2004 and wpdated on 2 August 2004 and 1 Cclober
2004,

(k) a repart an Lhe Tenamants from the records of the office of the Mining
Rewmstrar - Emerald, Queensland, dated 27 May 2004-

£s3) gsearches of the Natianal Matrea Tille Tribunal ("NNTT"} canducted on 20 May
2004 in respect of the Tanaments;

id] searches of the Queesnsland Envirgnmental Protection Aothorily ("EPA"}
dalabases {3 ascerlain whal Enwrenmantal Authontics have been granted
relating 1o the Tenements roccived 24 May 2004,

e Cultural Heritage searches of the on-line registar kept by the Cullural Heritage
Council CGHE") under Ihe Queansland Hertage Act 1952 conducied on
18 May 2004,

i gsearches of the Queensland Land and Resources Tonbunal ("LETY canduciad
or 3 Seplember 2004 i respact of 1he appheations by ARMO for ranewal of
Mining Leascs FO004, FO03E, FO00G and ¥O02E.

32 We have also reviewsd:

fal

i)

1]

i}

cortespandenca from DMEME concerning the native title compensation
process relating to the spplications,;

a copy of the compensalion agreament betwesn Nunan Sapphires (Qid) Py
Lid and M.D. and 3.J. Schmidt dated 18 July 1284 filed in the Mining
Reqistrars Office Emerald on 25 July 1954 relaling (@ Mining Leases T,
TS0 TOCDE and TODZL,

a copy of the campensation agrecent dated 30 June 2000 between Great
Maomhem Consalidated Mines Limited and & D, and 5 ). Schmidl relabing to
Mining Leases 70004, 7OR05, FO00E, #0024, 700201, 70202 and FO0203;

a copy of 1he compansation agreeent daed 15 Jaly 2004 beravesn 40T
and Emerald Shire Council ["Council”} a3 1o campaensation by A to
Councilin relation 1o ARMO" propogsed maning in the area of land contained in
1he unnamed road reserve passing through Mining Lease Mo, 70029

Solicitor’s
Report

L |



Solicitor’s Repor]

21

5.2

8 Movernber 2004

el a copy of the compensalion agrearmsant datad 9 Al 20009 Belween
Cueensland Zaazhire Mining Pty Ltd and LR, and E.A. Benny relating to
expired Mining Leases 21871 and 2123 and

it} the Central Gueensland? Germ Fields Indinencos Land Usa Agreement.

OPINIOMN

&% aresult of the searchaz and enquiries. but subject to the assumations and
qualifications set out in this Feport. we are salisfied that. as art *he date of the
relevant searches:

(al

b}

tha details of the Tenements included in this Repor are accurale as o their
status and the current holders’ interesi; and

where an apphcation fora Teacment haz been lodged, details ncfuded in s
Feport relating to thal application are accurate

ASSLUMPTIONS aND QUALIFICATIONS

Innis Report:

(al

(o]

)

id}

(et

ifh

o

we have assumed the accuracy and compleleness af 2l lenemand searches
aned ather information obtainad froan ONREME. EPA, CHE, NWNTT and LRT;

the conbnued holding of the Tenements is subject o compliance wath the
terms and conditions af he relevant Egislaticn and compliance with 1he terms
of the laase of tha relevant Tenement and any other applicable agreements.
Theo conduct of mining aclwities on the Tenements is subjec! 12 compliance
with the tarms of enyironmenlal authonsations grantao for activites on the
Tenearmants;

we have agsumed the accuracy and completeness of any instruclions or
informaticn given by Sustrahs or s [@wyers whe bave nslocted ue, We hava
alzo assumed the accuracy and completenoss of informaticn provided by
AMO and its then lawwvers who have provided the compensalion agregmenis
tlescribed abicve;

with respect to any application for the grant of 3 Tenement. we express no
ppirian as o whethar such an appheation will b granted,

whare complianca with the reguirements neccesary to maintain & tenement in
good slanding is not disclosed on the searches oblained, we express no
opinion on such compliance;

references in Schedule B to any area of land are 1aken fror delails in the
searches oblained. Ibis not possible 1o verify the accuracy of the land area
without conducting & survey; and

whare Minigtarial consant to any agrecment o dealing in relation 1 a3
Tenement is being or will be soughl, we express no opinion as o whether
such consent will be granted or the consequences el beirig reafiit e,

This Fepoart andy ralatas to the mining, mative title, eaviFonmental protection, heritage
and native title laws applicable 0 Tenements as at the cate ol 1his Repord This
Fepot s irmted o the matlers exgnassly oor tamed wittum L
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6.3

Ihis Fepar snotb an mvestmant recomimendation and s nat (o be 1aken as
venficatvon of the commerzial viability of the Tenements,

TENEMENTS

The leases of the relevant Tanemerts are held by either:

EH AMO: or by

b Queensland Sapphires Mining Pty Lid ACM 093 502 201 1'O5M.

These comprise the 10 ininiig leases speafied in Schedula A granted under the
tneral Rasources Act 1985 ("MRA"]. A further 23 mining lease applicalions have
been made by ether AMO or by G3SM,

A rmiming lease remains in force far tha tenm specified in the relevant granl. The term
of each mining lesse is speciked in Schedule B.

Dwring the farrm of Lhe fmuning leass, the holder and itz agents and cmployees may
arler amdd remain on the land and suface area comprised in the grant for the
purposes of the grant. The purposes ol 2ach relevant granl are spacilked i1
Schedule H.

In addition o the specific terms of grant of each mining lease (which are delailad in
Schedule B). the MEA impliss standard concitioms in gach minuyy leasa. These
standard conditions include:

ya) a condition that the holder. prior 1o the lermination of the riming lease must
remoye any building or structure on oo the land semprnsad in he mining
lease;

] u}] a conditicn thal the holder must net cbstruct or inledere with any rights ol
access had by any person in respecl of land Lhe sulyect of the mining loase;
and

el a condition that the halder may nol assign, subtease, or morgage the mining
leasa witheril conesert; and

[d) a condition thai the holder must make 3\l payments of compeansation (o
concurren tenure holders and cormply with all lerms of any agreemant or
datermination ralating to compensation at the time or times as agreed or
determined;

(&) a condition thal 1he holdear-

il sl pray The ranlal spacifiied; and

My must pay the revalty specified; and

il musi pay all Incal gevernment rales and charges on the lang
cormpsad im ihe mining laasa.

Each minira leass is suo;ect to the conditions of the regisiered indigenous land ase
agreement in force in relalion 1o |ke area of thae mimng leasa, The conditions
impased by this instrument are digcugsed in depth in paragraph 7 below.

Solicitor’s
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n Cueensland, mining activities require 3n environmental authority giver urdear e
Envirgnmentat Profechicn Acl 1884 (EPAT. Minng operalions may alzo be subject to
ihe terms of Environmental Manaaement Overview Stralegies and Plans ot
Cperations.

Al granted 12nements hold and are subjact ta an environmantal aonenty. bining
Laasa Applications MLATO272, MLATOZT3. MLATOZ74, MLAFOZTE, MLATDZTE,
MLATOZ7T MLAD2YE, MLATOZTS, MLATI2ED, MLATOZET, MLATIZEE, MLAIRES
and MLATDZE4 are subjec! o drall Environmenial Aulhority MFOST.

[li5 beyand the soope of this repaort ta detail the conditionz imposed by the releyvant
anviranmental authaorities, si-ategies and plans of operaticn.

Mining Leases 70004, TOO06, TOACE and TOO02H expred on 3 August 2004, AKMCH
has made application for renewal of those Mining Leases pursuant 1o Seclion 23¢ of
the MRA  Eection 286(8) of the MRA provides. in summary, 1hal provlded an
applicaton for renewal of a mining lsase s properly made and the holder of the leass
conlinues to comply with the MRA and the conditions of the lease, the lease
corfinues in farce unhl the applrcation s wilhdrawn, rejectad o grantad.

In regspect of compensation. section 279 of the MEA provides, in summary, that:

yal a mining lease =hall not be granted or renewed unless compensation has
heen detarrminerd halbeaen the agplicant and the ownar aof the land;

(b a compensation agreement 2hall not be effective rnless and untit il is signed
by the parties and hled in the office of the mimning registrar.

Dur searches of the reconds of the LRT canfinm that proceedings far assessmaont of
carmpansalion batween ARMO (Applicant] and K & 3 Schmidt (Respondent] in respect
of the renewsal of Mining Leases 70004, FO0O5, 70006 and FOO2Y gre contirmng

Wye have heen prowvided by Auslralis with copes of bwo compensalion agrecmerts
relating to Miming Leases T00Gd, 70003, 70006 and Y0029 to which M & 5 Schmidi
are a party (a8 owner of the ‘and). Those compensalion agreemenls are refermed Lo
in paragraphs 3200 and o) above We make tha lellcwing observations about those
compensalion agreements:

(al we have heen mlormed by Auslralis thal the compensation agreement
betweoeen Great Morthern Conselidated Mines Limited and MD & 34 Schmidt
dated 30 June 2000 referrad toin paragraph 3 24c) bas ot bean filed at the
rurnng redistrar's office in Emearald. Undar section 27901 of the MRA, that
compensation agreemeant will nol be effective until it iz filed in 1he office ol lhe
mining registrar;

(3] ihe compensation apreements conlain rahabilitaton obligatons which wil be
contmuing obligationz despita axpiry of the tem of the Mining Leases;

(ch the condilions of the of the compensation determination ressulting (roor the
LRT procesdings referrd 1o paragraph 6.8 above will cAectively supersede
the compengaticn agresmcnis,

Mining Leases 1841, 72144, 70132 and 2077 are current We make 1he following
ohsarvalions abcul those RMinng Leases n he centext of tha requircment for
compensalion agresments under the MREA:
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fa) the background senures for Mining Lease 1841 and Mirang Leasa 7013215
Vacar! Crawn Lanc and Unallecated Sate Land respectively. Thers is no
*wwner” of the land for those types of tenures for ihe purpases of sechon 279
of the MRA  Accordingly, no compensaticn agreements are reguined for
those kining Leases,

(L1 the: Backoground ienures for MLY0144 and MLZ207Y are Mining Homestead
Perpetual Leases. Compensalion agreements are reguired for those types of
background tenures. We have nol been providad wath copies of tho
penmpensaticn agrocments for ML70144 and ML2ZOTT.

Our gearches have revealed no competing uses over the Tenemanls
NATIVE TITLE LEGISLATION

£ 3 June 1992, the High Court of Austraha held in Mabo v, Queenslang (Mo, 2)
that the common law of Australa recognises a fonme ol natve Title. Ganerally, native
htle righ! 10 land will ba recogmised whers:

[a] the claimants can establish that they have maintzined a conlingdus
cornechon with fha lared moaceordance wilth ther fraditional laws and

cusiorms, and

[1]] the native litle rights established by Ihat continugus connaction have not bean
lawdully extingulshed.

Same of Iha Tenemenis relate to land which is currently the subject of one or more
accepted native title claims. The impact of these claims on the Tenemants is
requlailed by the Indigenaus Land Use Agreemant discussed bolow.

All Mining Tenerments and Mining Tenement Applicaticns in Schedule & are subjecl
to the Central Queensland Gemfiglds Indigenous Land Wse Agreemeant [ILUA). Tha
LA commenced on 20 Mavernbar 2000 and emminataz on the 1407 anniversary of
tha commencement date. The CQG LA was registered on 24 February 2004 The
Mative Title Claimants are the Kangoulu People and the Kangoulu Peppla 2. The
claimanty are represanted by the Gurang Land Council (aboriginal Council).

The ILUA @ims 1o facilitate the processing of apphcalians for mining leazes and other
tenunas in Lhe relevant area. The [LUA aztablishes a sot of conditions for the
grantirg of ienements for the mining of sapphire, zircon, gold or diamends anly. The
conditions recoqnise nalive title rights and inlerests ard protect cultural haritage.
The concilions alse ecoghisa rignts o conduct mining activities in the area.

Tha conditions imposed by the ILUA mrelation 1o the Tenemenis include:

[a) an obligation 10 make a native tile payment of 5200 for a maning lease no
axceeding B hactares oF 8 larm of 5 years;

] an obhgation o make a native title paymentin relalion 'a any ather mining
lemze of $200 plus an additional paymenl derived by adding the hactares in
the roirung lBase area o Ing number of years in the term and muliiplying the
rezultant figure by 10;

i an obligalion 13 give immadiatae nolice of @ cullural kerage Tind;

iy an nbhgaton 1o provide aceess o native Utle partios.
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B PROTECTION OF SITES OF HERITAGE VALUE

21 The Clugensland Heritage Act 1482 " Heritage Act’) catablishes a Cuttural Hentage
Council aned Colbural Heritage Registor.

8.2 The Cultural Hertage Register containg a list of all places, irees. natural formatong
and buildings of cultural significance. The Heritage Acl makes L an oflance 16
damage. destroy, rempwa o interfere with a protectad ralic.

B3 & seaich carried out of tne summary informaltion from the register revealed 1hat only
the Cmeorald Railway Station Comples s listed 1or Emerald and [he Fimerald Shirg.

G The Herilage Act protects siles and areas ol significance to Aboriginal perzons. The
finister's consant iz required where any use of land iz lkely 12 result in the
excavation of or damage Io an Abariginal sile or any obect on o under that site.

E.5 In addif.on, the Commanwealth Aboriginal and Torres Strait [slander Hentage
FProtecticn Act 1984 and the Aboriginal Cultural Hentage Art 2003 (Gld) alsa aflord s
some orofection to Abonainal siles,

B 6 These acts apply ta all of the Tenements and are aimed at the preservation and
protecticn from desecralion of sigaficant Akorngimnal arsas and sonificant Abonginal
objects ar artifacts. An area or objact is found o be desecrated if it i2 used or treated
in amanner inconzistent with Aboriginal tradition.

8.7  Underihe Abcnginal Cullural Heritage At 2003 {Q1d). a cultural heritage
rmanagemanl plan may be required if ivtems of indigenous cultural hentage are
‘ocalcd on the land which is the subject of the Tenemenis

L DISCLOSURE QOF INTEREST

chaillivrays will B paid normal and wsual profezsional fees for the preparation of
- 1his Report and related matters.
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Scheduls A
The Tenements

Tenement interests as at 1st May 2004,

Granted Tencmenls

ML Numbar
FO004 Mardoo
FO00S Mardoo
TO00E Mardoo
Y0029 Mardoo
2181 Subera
1841

2123 Bubera Solicitor’s
70144 Rubyvala
T0132 Rubyvale
0¥ Fubyvale

Report

Tenement Applications

MLA Hurmiber

Y0245 Mardoo

TO246 Mardoo

F0247T Mardco

70245 The Common
70249 The Comman
70250 The Comman
F02531 The Comman
TU2TZ2 The Comman
TO2T3 The Commian
T0274 The Commion
70275 The Comman®
0278 The Comraan™
FO277F The Common®
TO2TA The Comrman™
Y0278 The Comron®
T280 The Comrmon”
J0281 The Comman™
T0282 The Common®
70283 The Comrmon®
0284 The Comiman™
T0172 The Commaon
70173 Tha Comiron
FO1T4d The Comman

The ML's identified wth an asterisk are areas ready 10 be granted” according 1o
carrespondence rerawad on the 23-251h of Mamch 2004 Irom ke Qoeensland Govarrrnant,
Departrment of Matural Resources & Minaz, We are advised thay AMOD decided not 1o
proteed 2 grant until it was ready 1o exploil the resultant tenemenis.

L |
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Schedule B
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8 FINANCIAL INFORMATION

8.1 BASIS OF PREPARATION AND PRESENTATION

This Section contains a summary of the historical and forecast financial information, which comprises:

* the summary pro forma historical Statements of Financial Performance for the years ended 30 June
2003 and 30 June 2004 of the Company’s operating subsidiary, JMO, as set out in Section 8.2. These
pro forma historical Statements of Financial Performance were derived from the financial statements
of JMO which were audited by RSM Bird Cameron Partners;

* the consolidated Statement of Financial Performance of the Company and its controlled entities
(“economic entity”) for period ended 30 June 2004, as set out in Section 8.2, which was audited
by RSM Bird Cameron Partners;

* the forecast consolidated Statement of Financial Performance of the Company and its controlled
entities for the year ending 30 June 2005 as set out in Section 8.2 (“Financial Forecast Information”).
The Forecast Financial Information has been reported on by RSM Bird Cameron Corporate Pty Ltd
in Section 9; and

* the pro forma consolidated Statement of Financial Position of the Company and its controlled entities
as at 30 June 2004 as set out in Section 8.4, which was derived from the audited consolidated
Statement of Financial position as at 30 June 2004 and adjusted for the transactions set out in Note 9
of Section 8.4. This has been reviewed and reported on by RSM Bird Cameron Corporate Pty Ltd,

as Investigating Accountant, in Section 9.

The Forecast Financial Information and the best estimate assumptions on which it is based are by their
very nature subject to significant uncertainties and contingencies and to a number of business, economic
and competitive risks, many of which are outside the control of the Company and the Directors and are
not reliably predictable (refer Risk factors in Section 5). Accordingly, neither the Company nor its Directors
can give any assurance that the forecast performance in the Forecast Financial Information or any
prospective statement contained in this Prospectus will be achieved. Events and outcomes might differ
in quantum and timing from the assumptions, with a material consequential impact on the Forecast
Financial Information.

The Forecast Financial Information should be read together with the best estimate assumptions underlying
its preparation set out in Section 8.3, the sensitivity analysis set out in Section 8.6, the Independent
Review of Forecast Financial Information set out in Section 9, the Risk factors set out in Section 5

and other information contained in this Prospectus.

The Company was formed on 6 April 2004 and does not have prior financial information. For completeness
the historic Statements of Financial Performance for the years ended 30 June 2003 and 30 June 2004 of
JMO have been included in this Prospectus. However, they are considered of limited value to investors
for the following reasons:

* this historic information is for the Company’s subsidiary, J]MO, which operated as a private stand
alone company;

* JMO’s activities were constrained during the past two financial years principally due to delays in the
granting of approval of mining tenements. Operating expenses incurred during that period were in
relation to care and maintenance of equipment and the internal and external costs of securing access
to the mining tenements; and

* marketing of sapphires and the costs relating to that activity was conducted by other entities controlled
by the shareholders of JMO, and therefore the costs were not included in the JMO financial statements.
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8.2 STATEMENTS OF FINANCIAL PERFORMANCE

Set out in the table below are summarised Statements of Financial Performance, consisting of:

* the pro forma, reviewed Statements of Financial Performance of JMO for the financial years ended
30 June 2003 and 2004. Details of adjustments between the actual audited financial statements and
the proforma statements are noted below.

 the audited consolidated Statement of Financial Performance of the Company and its controlled
entities for the Financial year ended 30 June 2004; and

 the reviewed forecast consolidated Statement of Financial Performance for the Company and its
controlled entities the Financial year ended 30 June 2005.

Economic Economic

JMO JMO Entity Entity

Pro-forma Pro-Forma Actual Forecast

Reviewed Reviewed Audited Reviewed

Year Year 3 months Year

Ended Ended Ended Ending

30 June 03 30 June 04 30 June 04 30 June 05

Sales Revenue $6,900 - - $9,074,806

Cost of Sales ($232,153) ($221,583) ($97,715)  ($3,783,918)

Gross Profit ($225,253)  (8221,583) $0 $5,290,888

Distribution & marketing expenses ($20,063) ($4,014) - ($641,614)

Administrative expenses ($530,937) ($428,895) ($247,426)  ($1,114,765)

Borrowing Expense (net) ($22,861) ($280,183) ($39,897) ($134,490)
Profit from ordinary activities

before income tax ($799,114)  ($934,675)  ($385,038)  $3,400,019

Income tax expense relating to

ordinary activities - - - ($911,066)
Profit from ordinary activities

after related income tax expense (8$799,114)  ($934,675)  ($385,038)  $2,488,953

The pro-forma Statements of Financial Position of JMO, summarised in the table above, for the years
ended 2003 and 2004 have been adjusted from the audited statements so as to present the results on
a consistent basis with the future business activities of the Company. The adjustments between the
audited and pro-forma results were:

* the elimination of rental income of $170,073 from equipment hire in the year ended 30 June 2004; and
¢ the adding back of a provision against the investment of $875,000 in J]MO’s 51% subsidiary, QSM, in
the year ended 30 June 2003.

8.3 FORECAST ASSUMPTIONS

The forecast Statement of Financial Performance contained in Section 8.2 has been based on various

best estimate assumptions. The key assumptions are set out below.

This information is provided to assist investors in assessing the reasonableness and likelihood of the forecast
results occurring and are not intended to be a representation that the forecast results will occur.
Investors should be aware that the timing of actual events and the magnitude of their impact might
differ from those assumed in preparing the forecast results, and this may have a positive or negative

impact on the Company’s financial performance.

The assumptions used in preparing the financial forecasts relate to future events or management

actions which are expected to occur in the forecast period.
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8 FINANCIAL INFORMATION

General Assumptions

a) No significant changes in prevailing economic conditions and the rate of economic growth
in Australia and internationally.

b) No changes of a material nature to the Company’s accounting policies or to Australian Accounting
Standards, Statements of Accounting Concepts or other mandatory professional reporting requirements.
The Company will adopt the International Accounting Standards (“TAS”) with respect to the financial
year ending 30 June 2006 and at that time will show financial year ending 30 June 2005 comparative
numbers under IAS (refer Section 8.8 below).

¢) No significant changes to relevant federal or state government legislation.

Specific Assumptions

a) The Ofter is fully subscribed for $3,500,000 and the funds are raised by 31 December 2004.

b) The net funds raised from the sale of shares are partially applied to a reduction in creditors and
loans outstanding. Remaining funds are held for working capital as part of the start up phase

of the company during its first year of operations (refer Section 8.5 below).

¢) The Company holds appropriate insurance arrangements to mitigate operational risks during
the forecast period.

d) No share issues will be made during the forecast period.

e) No acquisitions will be made during the forecast period.

f) The Company’s forecast revenues are primarily influenced by the wholesale price of sapphires
expressed in terms of Australian dollars per gram and the volume of sales achieved. Based on the
Company’s evaluation of historic industry sales in key markets and likely future trends, the expected
volume of sales and the average selling price, in Australian dollars, is shown in the table below.

Starting date of mining establishment and operations 15 November 2004

Sapphires Produced 2,454,816 Grams

Sapphire Sold 2,014,502 Grams

Average selling price $4.50 $/gram

g) The majority of the Company’s business will be conducted on “cash on delivery” basis. The production
to cash conversion cycle is forecast at a relatively short period of a maximum of 30 days, leading to a
low level of debtors.

h) All production is expected to be sold shortly after extraction and sorting, however it has been
assumed that stock levels will be 18.1% of annual production costs.

i) Costs for the removal of overburden and wash extraction are expensed as incurred, other than the
initial costs of mine establishment (refer item m) below). Land rectification is conducted as each
segment area is completed and expensed as incurred, together with any provisions necessary for
rectification work to be conducted at the end of the exploitation of a particular mining lease.

j) Direct costs of production have been prepared by management and reviewed by Behre Dolbear
Australia Pty Limited, and their report is included in Section 8. Direct costs of production during the
forecast period are forecast at $3.7 million or approximately $1.57 per gram (including amortisation
of development expenditure).

k) Marketing costs, relating to the maintaining of offices in Hong Kong and Thailand are forecast
at $641,000. Management overheads are forecast at $1.1 million.

) Payment of $338,181 in legal fees owing to Tzovaras Legal has been included in the forecast
period to 30 June 2005.

m) All items of property, plant and equipment are depreciated over their estimated useful lives. Mine
development expenditure, consisting of the cost of securing access to the reserves, revaluation to fair
value and other capital costs incurred are capitalized and amortised over the reserve life on a units of

production output basis. Capital expenditure for mine establishment of $919,000 has been capitalised,
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partially as plant & equipment $418,000 and the balance of $501,000 as mine development expenditure.

n) Exploration costs of $300,000 during the forecast period are capitalised until the resource on a particular

area is established. Exploration expenditure of $600,000 per annum is forecast to occur from 1 July 2005.

0) Income tax is calculated using the current Australian tax rate of 30%. Cumulative tax losses of JMO to

30 June 2004 of approximately $1.7 million have been utilised for the purposes of preparing the forecast.

8.4 STATEMENT OF FINANCIAL POSITION

Set out in the table below are summarised Statements of Financial Position and related notes, consisting of:

* the audited Statement of Financial Position of the Company and its controlled entities as at 30 June

2004; and

¢ the pro forma Statement of Financial Position of Australis and its controlled entities as at 30 June

2004. Details of the adjustments between the audited and the pro forma Statements of Financial

Position as at 30 June 2004 are set out in Note 9. No adjustment has been made in the pro forma

Statement of Financial Position for the impact of activities subsequent to 30 June 2004, other than

specifically noted.

Economic
Entity
Actual
Audited

As at 30 June 04

Economic
Entity
Proforma

Reviewed

As at 30 June 04

CURRENT ASSETS

Cash assets $323,250 $1,711,834
Receivables $456 $456
Other $118,662

TOTAL CURRENT ASSETS $442,368 $1,712,290
NON-CURRENT ASSETS

Property, plant & equipment $3,532,165 $3,821,507
Development expenditure $11,958,779 $11,958,779
TOTAL NON-CURRENT ASSETS $15,490,944 $15,780,286
TOTAL ASSETS $15,933,312 $17,492,576
CURRENT LIABILITIES

Bank overdraft $1,601 $0
Payables $1,558,226 $582,573
Interest bearing liabilities $701,776 $0
TOTAL CURRENT LIABILITIES $2,261,603 $582,573
NON-CURRENT LIABILITIES

Payables $2,761,747 $2,761,747
TOTAL NON-CURRENT LIABILITIES $2,761,747 $2,761,747
TOTAL LIABILITIES $5,023,350 $3,344,320
NET ASSETS $10,909,962 $14,148,256
EQUITY

Contributed equity $11,295,000 $15,328,103
Retained profits ($385,038) ($1,179,847)
TOTAL EQUITY $10,909,962 $14,148,256

The above Statements of Financial Position should be read in conjunction with the accompanying notes.
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8 FINANCIAL INFORMATION

Notes to and forming part of the Financial Statements
as at 30 June 2004.

Note 1: Summary of Significant Accounting Policies

a. Basis of Accounting
The audited Statements of Financial Performance and Financial Position have been prepared in
accordance with applicable accounting standards, Corporations Act and mandatory professional
reporting requirements and we have made such disclosures as considered necessary. They have also
been prepared on the basis of historic cost and do not take into account changing money values.

The accounting policies have been consistently applied, unless otherwise stated.

b. Principles of consolidation
A controlled entity is any entity controlled by Australis Mining Corporation Limited. Control exists
where Australis Mining Corporation Limited has the capacity to dominate the decision-making in
relation to the financial and operating policies of another entity so that the other entity operates with
Australis Mining Corporation Limited to achieve the objectives of Australis Mining Corporation

Limited. Details of the controlled entities are contained in Note 8.

All inter-company balances and transactions between entities in the economic entity, including
any unrealised profits or losses, have been eliminated on consolidation. Where a controlled entity has
entered or left the economic entity during the year its operating results have been included from the

date control was obtained or until the date control ceased.

c. Income Tax
The company adopts the liability method of tax eftfect accounting whereby the income tax expense

is based on the operating profit adjusted for any permanent difterences.

Timing differences, which arise due to the different accounting periods in which items of revenue
and expense are included in the determination of accounting profit and taxable income, are brought
to account as either a provision for deferred income tax or as a future income tax benefit at the rate
of income tax applicable to the period in which the benefit will be received or the liability will

become payable.

Future income tax benefits are not brought to account unless realization of the asset is assured
beyond any reasonable doubt. Future income tax benefits in relation to tax losses are not brought

to account unless there is virtual certainty of realization of the benefit. The amount of benefits
brought to account or which may be realized in the future is based on the assumption that no adverse
change will occur in income taxation legislation, and the anticipation that the company will derive
sufficient future assessable income to enable the benefit to be realized and comply with the conditions

of deductibility imposed by the law.

d. Accounts Payable
Accounts payable represent the principal amounts outstanding at balance date, plus where applicable,

any accrued interest.

e. Recoverable amount of non-current assets
The carrying amount of non-current assets are reviewed annually by Directors to ensure they are
not in excess of the recoverable amounts from those assets. The recoverable amount is assessed on
the basis of the expected net cash flows which will be received from the assets employed and

subsequent disposal.

8 0 AUSTRALIS  MNING CORPORATION LIMITED



f.

Property, plant and equipment
Each class of property, plant and equipment is carried at cost or fair value less, where applicable,

any accumulated depreciation.

Property

Freehold land and buildings are measured on the fair value basis, being the amount for which an
asset could be exchanged between knowledgeable willing parties in an arm’s length transaction. It is
the policy of the economic entity to have an independent valuation every three years, with annual

appraisals being made by the directors.

Plant and equipment and mining lease
Plant and equipment and mining lease are measured on the fair value basis, except for office

equipment which is measured on the cost basis.

The carrying amount of plant and equipment and mining lease is reviewed annually by directors to
ensure it is not in excess of the recoverable amount from those assets. The recoverable amount is assessed
on the basis of the expected net cash flows which will be received from the assets employment and
subsequent disposal. The expected net cash flows have been discounted to present values in determining
the recoverable amount based on the prevailing industry weighted cost of capital. An annual appraisal

of the fair value will be made by the directors.

Revaluation
Increments arising from the valuation of non-current assets have been taken to Asset Revaluation
Reserve. Decrements have been offset against previous increments relating to the same class of assets

and the balance taken to the Statement of Financial Performance.

Depreciation

The depreciable amount of all fixed assets including buildings and capitalised leased assets, but excluding
freehold land, are depreciated on a straight line basis over their useful lives to the company commencing
from the time the asset is held ready for use. Properties held for investment purposes are not subject
to a depreciation charge. Leasehold improvements are depreciated over the shorter of either the

unexpired period of the lease or the estimated useful lives of the improvements.

The depreciation rates used for each class of depreciable asset are:

Class of fixed asset Depreciation rate
Buildings 25%

Plant and equipment 15% - 40%

Mining lease 20%

Exploration, evaluation and development expenditure
Exploration, evaluation and development expenditure, including costs of acquisition in relation to
separate areas of interest for which rights of tenure are current, are brought to account in the year

in which they are incurred and are carried at cost or valuation.

Exploration and development expenditure will be carried forward as an asset in the Statement

of Financial Position where:

e it is expected that the expenditure will be recovered through the successful development and
exploitation of an area of interest or by its sale; or

*  exploration activities are continuing in an area and activities have not reached a stage which permits

a reasonable estimate of the existence or otherwise of economically recoverable reserves.

Where an area or project of interest has been abandoned, the expenditure incurred thereon is written

off in the year in which the decision is made.

Where a decision has been made to proceed with development, accumulated expenditure is amortised

over the life of the associated resource once mining operations commence.
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8 FINANCIAL INFORMATION

Economic Economic
Entity Entity
Audited Proforma
Period ended Period ended
30 June 2004 30 June 2004
Note 2: Cash
Balance 30 June $323,250 $323,250
Pre-IPO transactions
Shares issued - $1,275,000
Repayment of JMO shareholder loan - ($101,150)
Settlement of asset acquisition from QSM - ($205,000)
Repayment of overdraft - ($1,601)
IPO expenses paid - ($78,235)
Operating expenses - ($754,308)
Capital expenditure - ($289,342)
IPO transactions
New Shares issued - $3,500,000
Payment of JMO creditors - ($469,505)
Repayment of JMO shareholder loan - ($200,000)
Repayment of interest bearing loans - ($742,275)
Payment of outstanding IPO expenses (refer Section 12.9) - ($545,000)
$323,250 $1,711,834
Note 3: Property, Plant & Equipment
Land & buildings
- at cost $238,400 $238,400
Less accumulated depreciation ($5,749) ($5,749)
Total land & buildings $232,651 $232,651
Land & buildings held by the economic entity are
utilised as part of the mining operations located at
Emerald, Queensland. The properties were valued by
an independent valuer in January 2002. The directors
have adopted this valuation as being consistent with
the current fair market value and their cost of acquisition.
Plant & equipment
- independent valuation 2004 $904,203 $904,203
- at cost $2,574,725 $2,574,725
- at cost - pre-IPO acquisitions - $289,342
Less accumulated depreciation ($179,414) ($179,414)
$3,299,514 $3,588,856

The carrying value of plant & equipment has been
revalued based on a valuation prepared by an independent
valuer dated 22 July 2004, being a company engaged

in the manufacture and sale of similar processing
equipment as that used by JMO, and experienced

in the equipment used by JMO.

Total Property Plant & Equipment $3,532,165 $3,821,507




Economic
Entity
Audited
Period ended
30 June 2004

Economic
Entity
Proforma
Period ended
30 June 2004

Note 4: Development Expenditure

- directors valuation 2004 $11,746,439 $11,746,439
- at cost $212,340 $212,340
$11,958,779 $11,958,779
The carrying value of development expenditure has been
revalued based on a detailed forecast and valuation model
prepared by the Company. In formulating the forecast and
valuation model supporting information or reviews were
provided by:
- the information contained in the Independent Geologist
Report prepared by BR Senior & Associates Pty Limited
contained in Section 6;
- the conclusions of a further report prepared by
BR Senior & Associates Pty Limited in this section dated
20 August 2004 that reviewed historic selling prices; and
- areview of the proposed mining and operation and costs
estimates by Behre Dolbear Australia, provided in a report
dated 20 August 2004.
Note 5: Payables
Trade creditors & accruals $807,282 $132,777
JMO shareholder loan (1) $3,062,897 $2,761,747
Due to director (2) $111,615 $111,615
Due to director related entity (3) $338,181 $338,181
Total $4,319,975 $3,344,320
Shown as:
Current $1,558,228 $582,573
Non-current $2,761,747 $2,761,747
$4,319,975 $3,344,320
Movement in payables consists of:
Balance 30 June $4,319,975 $4,319,975
Pre-1PO transactions
Settlement of asset acquisition from QSM - ($205,000)
Repayment of JMO shareholder loan from pre-IPO funds - ($101,150)
IPO transactions
Payment of accounts payable - ($469,505)
Repayment of JMO sharcholder loan from IPO funds - ($200,000)
$4,319,975 $3,344,320

(1) The loan is unsecured and interest is payable monthly based on bank lending rates, currently 8.75%, from

1 month after listing on the outstanding balance. Since 30 June 2004 an amount of $101,150 has been

repaid. A further $200,000 is due upon the proposed listing of the Company in accordance with a

Deed of Acknowledgment (see Section 11) if an amount of $3.5 million is raised. The balance

owing is repayable within 3 years of listing. The loan was incurred by a controlled entity.

(2) Unpaid wages and expenses owed to Mr Anthony Damianos by a controlled entity. The amount will

be paid from the operating cash flows of the Company.

(3) Legal fees are payable to Tzovaras Legal for work completed for a controlled entity prior to its acquisition.
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Economic
Entity
Audited
Period ended
30 June 2004

Economic
Entity
Proforma
Period ended
30 June 2004

Note 6: Interest Bearing Liabilities

Secured loans $701,776 -
Movement in interest bearing liabilities consists of:
Balance 30 June $701,776 $701,776
Capitalised interest - $40,499
Repayment of loan - ($742,275)
$701,776 -
The loan is secured by a registered first mortgage over the free
hold properties held by related parties, a fixed and floating charge
over a controlled entity’s assets and guarantees by related parties.
Interest is charged at 12% pa.The loan is repayable in full 3 months
after the Company becomes listed on the ASX.
The carrying amounts of non-current assets pledged as security:
First mortgage
Freehold land and buildings $232,651 -
Floating charge $15,258,293 -
Total assets pledged as security $15,490,944 -
Note 7: Contributed Equity
a) Ordinary fully paid shares - number of shares issued # of shares # of shares
At the beginning of the reporting period - -
50,000,000 for acquisition of shares in JMO 50,000,000 50,000,000
12,950,000 shares issued @ 10 cents each 12,950,000 12,950,000
12,750,000 shares issued @ 10 cents each - 12,750,000
17,500,000 TPO shares @ 20 cents each - 17,500,000
62,950,000 93,200,000
b) Ordinary fully paid shares - value of shares issued
At the beginning of the reporting period - -
50,000,000 for acquisition of shares in J]MO $10,000,000 $10,000,000
12,950,000 shares issued @ 10 cents each $1,295,000 $1,295,000
12,750,000 pre-IPO shares @ 10 cents each - $1,275,000
17,500,000 TPO shares @ 20 cents each - $3,500,000
$11,295,000 $16,070,000
Less issue costs (refer section 12.9) - ($741,897)
$11,295,000 $15,328,103
c) Options # of options # of options
Options on issue at 30/6/04 12,950,000 12,950,000
25,700,000 exercisable at 20 cents issued with
pre-IPO shares, expiry 31/12/06 - 12,750,000
8,750,000 exercisable at 20 cents issued with
IPO shares, expiry 31/12/06 - 8,750,000
12,950,000 34,450,000




Economic
Entity
Audited
Period ended
30 June 2004

Economic
Entity
Proforma
Period ended
30 June 2004

Note 8: Accumulated Losses

Movements in accumulated losses consist of:

Balance 30 June 2004 ($385,038) ($385,038)
Operating costs - ($754,308)
Interest on debt capitalised - ($40,501)
($385,038) (81,179,847)
Note 9: Pro Forma Transactions
The pro-forma Statement of Financial Position has been
prepared as at 30 June 2004 and reflects the following
adjustments. Certain pre-IPO adjustments have been
included so as IPO transactions can be properly reflected.
Pre-1PO transactions
a. The issue of 12,750,000 ordinary fully paid shares at
10 cents pre-IPO to raise $1,275,000.
b. Repayment of the JMO shareholder loan of $101,150.
c. Settlement of asset acquisition from QSM by payment
of $205,000.
d. IPO expenses paid pre-IPO of $78,235 written oft’
against share capital.
e. Expenses of share issue of $118,662 accounted for
as a prepayment at 30 June 2004 have been written
off against share capital.
f.  Operating expenses incurred of $754,308, plus interest
capitalised by the lender of the RESI loan of $40,501,
totalling $794,809.
g. Capital expenditure of $289,342.
IPO transactions
h. The issue of 17,500,000 ordinary fully paid shares at
20 cents each pursuant to the Prospectus to raise $3,500,000.
1. The payment of outstanding expenses of the public issue
totalling an estimated $545,000 written oft against share capital.
j. Repayment of the JMO shareholder loan of $200,000.
k. Payment of JMO creditors of $469,505.
1. Repayment of interest bearing loans of $742,275.
Note 10: Contingent Liabilities
Bank guarantees issued by a bank secured over assets of Junior
Mining (Operations) Pty Ltd. The guarantees were issued to
the Queensland Department of Mines to secure rectification
work required on leases held by the economic entity. $54,180 $54,180

Bank guarantees not yet issued for mining activities
in respect of the Nardoo leases are estimated to be $28,000.
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8 FINANCIAL INFORMATION

8.5  APPLICATION OF FUNDS

Capital raised under the Ofter will be utilized as follows (note: some amounts have been rounded

to the nearest thousand dollars):

$3.5m raised $6m raised
Refer Note Amount Amount
Net funds raised
Gross funds raised 9h $3,500,000 6,000,000
Less Issue costs (refer section 12.9) 91 ($545,000) (685,000)
$2,955,000 $5,315,000
Intended Use of Funds
Working capital $324,000 $2,684,000
Payment of JMO Guaranteed
Related Party Loan 9j $200,000 $200,000
Payment of JMO Trade Debts 9k $470,000 $470,000
Payment of JMO Guaranteed Third
Party Loans 91 $742,000 $742,000
Exploration budget (1)
$300,000 $300,000
Capital expenditure (1) $919,000 $919,000
$2,955,000 $5,315,000

Note:
(1) The exploration and capital expenditure costs are excluded from pro-forma

transactions, but are included in the forecast period to 30 June 2005.

8.6  SENSITIVITY ANALYSIS

Set out in the table below is a summary of the sensitivity of the forecast EBITDA for the financial year
ending 30 June 2005 to changes in a number of key variables. The changes in the key variables set out

in the sensitivity analysis are not the only changes that may be experienced in the forecast period.

The Company has calculated the impact of changes in each of the variables in isolation from changes in
other variables over the forecast period. However, in practice, changes in variables may offset each other
or may be cumulative, and it is likely that the Company would respond to any adverse changes in one

variable by taking action to minimize the net effect on the Company’s earnings.

The range of sensitivities presented is not an indication of what is expected to occur, but the measurement

of the effects of the movement in one variable.

Variable Change Dollar change to EBITDA

Start up time (1) + 2 month - $1,012,794

Average selling price (2) +/-10% +/-$906,526

Sapphires sold (3) +/-10% +/-$906,526

Cost of sapphire production (4) +/-10% +/- $251,625
Notes:

(1) If a delay occurs it is assumed that start of operations would occur in January 2005.
(2) Assuming that all other variables are held constant other than the selling prices of sapphires sold.
(3) Assuming that all other variables are held constant other than the amount of sapphires sold.

(4) Assuming that all other variables are held constant other than the direct costs of producing the sapphires sold.

8 6 AUSTRALIS  MNING CORPORATION LIMITED



8.7 DISTRIBUTION POLICY

It is the Directors’ intention to declare after tax profits dividends on a six-monthly basis, but subject to
consideration of the Company’s cash flow and capital requirements at the relevant time. However, the
Directors can give no assurance as to the likelihood, extent, timing or payment of dividends in the future,
as the Company’s capacity to pay a dividend will be dependant on a number of factors which include
exploration success, future earnings, capital and exploration expenditure requirements and its financial
position from time to time. The Directors only intend to pay dividends when the Company is sufficiently

profitable and also provided that it has sufficient cash reserves to meet its commitments at the time.

8.8 INTERNATIONAL FINANCIAL REPORTING STANDARDS

The Financial Reporting Council has announced that Australia will adopt International Financial

Reporting Standards (“IFRS”) as the reporting and accounting framework from 1 January 2005.
The first year that IFRS will apply to the Company will be the year ending 30 June 2006.

All financial information disclosed in this Prospectus has been prepared in accordance with generally

accepted accounting principles in Australia (Australian GAAP).

The differences between Australian GAAP and IFRS identified by management to date as potentially
having an impact on the financial position and financial performance of the Company are summarised
below. The summary should not be taken as an exhaustive list of all the differences between Australian

GAAP and IFRS.

The Company has not precisely quantified the effects of IFRS, however, management believes the

key potential implications of the conversion are:

1. Share based payments: the Company will be required to determine the fair value of future options
or other equity based compensation issued to employees and recognise this as an expense in the

Statement of Financial Performance.

2. Income taxes: the Company will be required to use a balance sheet approach, rather than an income
statement approach. This method focuses on the tax-effects of transactions or other events that affect

amounts recognised in the Statement of Financial Position.

3. Exploration expenditure: currently an accounting standard has yet to be issued which deals with the
treatment of exploration and evaluation expenditure under IFRS. Given this state of affairs, there is
uncertainty as to whether exploration and evaluation expenditure will continue to be able to be

carried forward as a deferred asset in the future.

4. Impairment testing: the introduction of detailed new rules regarding impairment testing may

impact on the ongoing carrying value of certain assets.
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2ogea0ng
L}zar Sirs.

AN INPDEPENDENT VALUATION OF SAPPHLRE SALES & RESOURCES WITHIN
AUSTRALIS MINING CORPORATION LTI} PROVEN SAPPHIRE RESTRVE,
{HCEEMNSLAMND

LiESCOPE & PURPOSE.

The [Meccloes ol Australis Mamng Corperation Did regquested that DR Senior & Associaies
underiake a valuation of sapphices i the Proven Sapphire Reserve in M5 TO00G. MH05 &
T They also requested an opinion as o whether the sule price ot S4.50/eram is Teasonahle for
all categomics af roweh sopphice and JE e sales” valume amiipated in this Prospestus can e
absorbed in the world gemstone market. T BLR. Seniec aceepted this project on July 17 2004
This repirt a5 prepared for inclusion ina Prespectus w be isagd by Ausirdis in Nove mber 2004,

2OGEOLAGICAT. PARAMETERS OF [HE PROYEN SAPPHIRE RESIEVE

The geabnical parmmviees covering the Proven Sapphire Reserve e M7 TOO06, 20003 & 70001
an: defined in the Independent Cewbogist's Repon in this Prospectas, Drilling and holk sampling
have delineated a Praven Sapphirg Koserve, averagiog & grams per loose cubic metze, within a
maluwechannel placer deposit which has an area of 115ha (seg Table 2, Senior 20043,

LI EAPPHIRE TYPES AND S[AES.

The Pravwven Sapphire Reserve in MLz TiHHE, TIREIS & TWI04 @5 0 casterh calension at a
pakdeoe hanne | placer deposat previously mined by Greal Muwrtheen bines Ity Lid and $ucensland
Supphire Mining [l (5301 In the peried 165 of May 2W0 10 (6™ Febraaey 2002 Junier Miming
{Operations) Py Ltd had s join venture syreeanent with Q53 o markel sapphire from this
depusit. The sk wnd classification of sapphire and corumlum previously marketed. are
diseussed in the [ndependemt Geolipin's Report (see Fig, 41 Decanse of the prvinity and
grenlogical conaauity ot these tormer mining: areas with Aostralis™s Proven Sapphire Hoserve, it is
porssible 10 wse previews sules data as @ basis for valuation of the in ity reserves, Yacthermore. (e
calour and size mix of sapphires are likely 1o be very similac, s indicating that future salos Fom
thwe reserve shoubd falbive the historically established sales pattern,

441 WATUATION OF SAPPIIERLS
I wrder o caiablish he value of sapphires, sales Ouures weqe provided by Jumior Mindng
{Operations) Py Ll pnow 2 wholly owned substdiary of Austrilis), for the Baockok offe
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encompassing the previous 5 vears {19 1o 20075 ). These sales figuies were analysed for all sizes.
colours and prades of sapphices suld acd provided an average prace ol 5A3 0852 mam,

Cuoenrdads (MHI4) undertook a very detaibed analysis of the sales data and confirmesd the averape
aale price of sapphire al $3.082 and he alsa coleulated 2 mitimom sde price by averaging all
catepories of sapphire sold at less dhan the averape price. This mean-low average s 54709,
However, luc fulure marketing prrses Australis moay have to comend will kwer sales relums
induced by competition o newly cmerging production areas, of 2aused by ather ghebal evenis
1hat reduce deswnd for louny products, The Divectors” preter & forecast average price of 34,5407
of snpphite in their lorward estimates, This repon provides evidenee 10 suppart the above sapphaty
Pl SCE AT,

.0 811 OF THE PROVEM SAPTHIRT RIESERYI

The quantily of sapphire amd corunduom in de Proven Sapphire Reserve b appecsimately 22308
million grams ul an averape grade of &M pranss per Jovse cubic metre and will provide a wolal
mihe life ol 5 3 vears. Annual production of sapphire snd cocundum i estimated @1 4.2 millino
JRTELm,

B COMPETITION FROM OTHER WOR1TFCLASS SAPPHIRE RESUURCES.

Torts-savety, world-wide secumences of supphire (and cubyy are laied by Eluphes (1997 "Lable
11.11. Many of the well knowa world class deposity are sipnificantly depleted. tor cxample 1hase
in Sri Lanka. Burma and Australie, eilecs listed arc mimor producers oc ae of acaderie rather
than ceomomic interest. owever. some workd class deposits remain o be developed and these are
located in Laos and China. The weiter spent three wears mapping and evaluating sapphiee
resturces o laos e Asia Sapphires 1id, o Canedisn company formetly lisied on the Vancwuver
$tock Exchange. Thess sapphires wete beought inio productivo in 1997 under a daily production
and provessing capacity similar 10 that planned by Australis. [ 199% the processing capacily wais
doubled (approximately 4000mdavy through the commissioning o+ a second plant. Inferred
reserves within 2 12 km radius of these plaats were estimated ar 11 millien cubic metres ol
gpphire besring pravels (Semior. L994), By comparison, the Glen lanesiInverell Sapphire
Frsvinee, Austialia’s lacgess sapphire prosines, had a modal resource. now 83% depleted, tht
pontgined appravimately 14 millica cubie metres (OHver & Townsend, 193], Productien in 1.aos
came w0 a sudden el in garly 2000 due o dissiderd sharcholder activily aml implied cormuptics
within the conmpraoy and as 2 consequencs the lamian governmerd wilionalised the mines.

Sapphire deposits i China are repuated we be wery lacge allhowgh licle 35 kpown if, and when.
these deposits will be broupht indo production. [n Anstralia some rich deposits still remain o be
eaphrited it the Kings Plain arca in the Gles lone s Taverel] Sapphice Provinee and 1bese cooeld be
hrowght imr prroduclee quick]y wsing existing mining infrastme lure,

Aarstralis meels o ke aware tht other Jarge deposits exist and will need Lo monitar the local and
imeernational scenc. I may have to use s experlise 1o form joln ventlures 1hat may anse m
sapphire mining and marketing oppoerunitics with ather companies.

Mo apinion is given as o the lnpact on Australis's future business, if or when another large
sapphire resource is browght into the intcmational marhet.

70 AMNALY SIS AND ELAE OF THE SAFPHIRE MARKE]

Thailaod 1radiionally has been the principal porchaser of Austrahan rough supplioee swce larpe
scale production Degan here in the 19807 aml codinoees o be the major bk of the sspphice

rd



indhstey today, alibwugeh allernative markets are developing I Henp Koo (where TR bas an
alticed and, more reeenily in Chine.

Expon siatistics from Thailand (ITIC. 2003 show that sapphive iz a several billion dollar industry
world wide with final markets ocotred primacidy on the devednped natons, such as TISAL which
have a high depres of Tuxury specding power. Ciler markets ane those mations that are pnmary
downstredm vera procesaing comires such az Switzerland, Tsrael and Belgium.

Ausiralis intends 1o markel 4 million prams of Towgh sapphice per annuo [based oo forecast sales)
Al a lime when Ausiealian exporls of sapphite, twowgh lack of production smd exhaostion of
Enowt eserves. have reachod an historical low. Dueing the late |97y through 1o the mid 1%4W°s
Australia was a maper peoducer ad exporict of sapphire and m 1989 a peak revenoe of
ALIREA 1.6 midlion was achigved. Since 1903 1he decline in sopphioe expotts {mainly to Thailand)
Puas Been almost contines, reacking a low of abour $1 oaillion 1 2007  Awstralion Comaedicy
Siatistics. 2I03Y As a consequence, Auslealls i favourably positicned o eeplenish these expans.
The proposed gieal salcs. in the order of 318 miallion (oole thiat experl sales i the slarisrics
wirnld he Lotal sales before costs and taves ote) amownt w0 a liile over half of the Australian 1989
producticn maximum. Financial
Information

The DHrectors” prefermed forecas) sales price of AR50 ix less than the bistorie sales price and
less than the mesn-hew, averape peice tor sales of all catcporics of sapphire and commnmcum.
Ausicalis has an oxpericnoed sales swafi based in Bunghob and Elione boorg and s 12 the prace
that 1hey are cunfident in achieving. Flowever, there are likely to b wide tluciuatkens in aversge
prices ohtained on s year o year has due to unexpecled mackel Wreces thal oy aeise and buvers
preference for dilferenl caleppees of sapphiees. For example. in e Jate 199075 there was an
uncxpected demand fer high quality, swall sopphives (o decorale the Jaces of wristwatches, 1 s
passible that oiher fashion dictated demandd= on particudsr satcgorics of sapphites may emerge 1n
Fubure that woull impact e Austealis’s business, Fuphermoee, it is gencrally casier to sell the
higlher quality parcels ot sapphines as these alse wend 1o ceccive prinnty 0 sertng aml classifving,
wheereas the hewer qualily stones tend o be stockpilsd and sorled when timoc is available or when
ather stecks of sapphine are cxhausted, Marketing of the less abnmibant, high quadity, celowred
seomes oy also be corsteained wital sulficient numbers have been stockpiled o make marketahle
parecls and tor the rarc pink and padparadcha sapphires this may take several months e schieve.

[n light of the aforementioned market forces, the average price of S4.50gram appears
reasonable, even conservative. prfded future sales ave averaped over a period of at least
thrie yrears and that pasi marketing conditivns coolionue af similar levels into (he Tufore.
Austealis’s impadt on sapphire sales should easiby be absorbed in the international market,
provided there are o similar supphine miniog companies with large deposils coming oo
production,

B STATEMEN DS OF CAPARILITY INDEPENDENCE, LIMITATIONS ANE OONSTNT

The: opinons stated herein are given inogood faith, This assessmoent bos been based on Jdota
tepotts and ather information available o BRL Semor & Associates Mty Lid or made availahle by
the Dhrgeloes of Australis. Foll stalements repanfing the awlbor™s capabilily,  independence.
limitations and consent. can ke tound n the [ndependent Gealogist's Report im dhis Prospecius.
The basic assumplaeons piven becem are tctual and cormect. and the Drerpretations reasonable.
B.E. Scowr & Assoguates Pty [ad wall he pand s fee G this reporl, comprising als normul
proflessninzl rafes and duo ool haye any Isterests or elitlements (o e securities ad ase1s of
Austrilis or any associated companies,
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[ REFFRENCTS

AUSTHALIAN COMMODITY STATISTICS {2003)  Table 271, Summary of Awustraliun
Stafisticy for pemsiones, plT3

COENRAALS, K, (20043 — Evaluation ol histeree Queensland sapphire sales data, Confulent Gl
report to Aostralis hMining Corpercation {oapmbl )

HUGHES, RO, 19971 Huby and Sapphire, RWH Publishing, Roulder, Colomade, USA. pp5l2

LU, {2005 — Expon sales fom Thuilund fre 2003, stalus by country, Smfveretional Trode
fefrrmadion Cendre, Deparimeal of Eopeed Promotio,

QLLIVER. TG, & TOWNSEND, 1.1, (1993} - OGerstones in Aastralia. A& review of the mdosiry
and the tirsi national assessmenl ol pemstone resources. Australian Cavernment Fuldiifiny
Services. Tlpp

SENICR, BE. (1999 — Prelunirery estinates of sapphire roserves in the Dan Tloway Xal
Sapphire Provinee. ¢ afidentol report to SMLAsia Sapphive Lid. fanpibd. .

SENIOE, B (20041 — Reponm of the independent comsoiting pealogist for melusion o3
Prospeetns to be issued by ASustralis Minng Corporation Ltd (¢his Percpecius).

YWours failhfally.
B.R Seninr & Assoviales oy Lid
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10 CORPORATE GOVERNANCE

10.1 CORPORATE GOVERNANCE

The Directors are committed to the principles underpinning the best practice in corporate governance.

A description of the Company’s main corporate governance practices is set out below.

10.2 BOARD RESPONSIBILITY

The Board of Directors ultimately takes responsibility for corporate governance and operates

in accordance with the Company’s Constitution.

The current Directors were the founding Directors at the time of incorporation of the Company
or subsequently appointed to the Board. All were elected at a General Meeting of members held on
1 November 2004. One third of the Board will retire and be subject to election at the next annual

general meeting of the Company.

Subsequent Directors will either be elected by members in General Meeting or appointed initially

by the Board and subject to election by members at the next annual general meeting.

The Board is comprised of a majority of non-executive Directors, including the Chairman. The
Chairman of the Board is elected by the Board and the performance of Directors is reviewed on

an ongoing basis.

Directors have the right, in connection with their duties and responsibility as Directors, to seek
independent professional advice at the Company’s expense. Prior approval of the Chairman is

required, which will not be unreasonably withheld.

The Board accepts that it has the responsibility for internal control procedures within the Company.
Compliance with these procedures covering financial reporting, quality and integrity of personnel

and operational control is to be regularly monitored.

All Directors, managers and employees are expected to act with the utmost integrity and objectivity,

striving at all times to enhance the reputation and performance of the Company.

The external Auditor will be requested to attend annual general meetings and be available to answer

questions from the shareholders.

10.3 COMMITTEES

Due to the small size of the Board and the Company, the Board may meet as a committee of the

whole to deal with each of these matters.

10.4 AUDIT AND RISK COMMITTEE

The Audit and Risk Committee provides advice and assistance to the Board in fulfilling the Board’s
responsibilities relating to the Company’s financial statements, financial and market reporting processes,
internal accounting and financial control systems, internal audit, external audit, risk management and

such other matters as the Board may request from time to time.

The Committee may also undertake any other special duties as requested by the Board.
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10.5 REMUNERATION COMMITTEE

The main role of the Remuneration Committee is to:
* Review the engagement, performance and remuneration of senior executives of the Company; and
* Recommend to the Board appropriate terms and conditions of engagement and remuneration of

Directors within the aggregate limits approved by Shareholders.

In assessing the performance of the Chief Executive Officer and other senior executives, the Committee
gives considerable weight to the contribution of the employee towards the achievement of key performance
indicators of the Company. Where necessary the Committee can obtain external advice in respect to the

structure and level of remuneration packages.

10.6 SAFETY AND ENVIRONMENTAL COMMITTEE

The Company recognises the importance of environmental and occupational health and safety issues.

The Company is committed to compliance with all relevant laws and regulations and continually assesses

its operations to ensure the protection of the environment, the community and the health and safety of

its employees. Corpordte

The Company intends to use contractors extensively. Contractors will be required to submit their safety, Governance

environmental and disaster recovery procedure as part of the due diligence to be conducted prior to

letting a contract.

The main role for the Safety and Environmental Committee is to:
* Review the adequacy of compliance with all regulatory requirements in respect of the environment
and occupational health and safety;
* Monitor the management of identified risks, highlight new risks and review the actions to be
taken for their control;
 Support the culture of safe working practices and concern for the environment throughout the Company;
* Review any serious injury or major environmental incident; and

* Ensure proper practices are followed by all contractors.

10.7 ETHICAL STANDARDS

All executives and employees are required to abide by laws and regulations, to respect confidentiality and
the proper handling of information and act with the highest standards of honesty, integrity, objectivity

and ethics in all dealings with each other, the Company, customers, suppliers and the community.

Codes of conduct will be regularly reviewed and updated as necessary to ensure they reflect the highest

standards of behaviour and professionalism.

10.8 CONTINUOUS DISCLOSURE

The Directors are committed to keeping the market fully informed of material developments to ensure
compliance with ASX Listing Rules and the Corporations Act. At each Board meeting specific consideration

is to be given as to whether any matters should be disclosed under the Company’s continuous disclosure policy.

10.9 SHARE TRADING

Directors, senior management and employees may acquire shares in the company, but are prohibited
from dealing in company shares:

* Whilst in possession of price sensitive information; and

* On the first and second day of ASX trading after the release of the company’s quarterly results,
half-yearly results, preliminary final profit statement or any interim or special release, and after the
conclusion of the company’s Annual General Meeting.

Directors may obtain the approval of the Chairman of the board and notify the Company Secretary
before they sell or buy shares in the company, and it is subject to board veto. Under the ASX Listing

Rules directors must advise the ASX of any transactions conducted by them in shares in the company.
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10.10  RELATED PARTY MATTERS

Directors and senior management will be required to advise the Chairman of any related party contract
or potential contract. The Chairman will inform the Board, and the reporting party will be required to

remove himself/herself from all discussions and decision involving the matter.

10.11  SHAREHOLDER RELATIONS

The Directors aim to ensure that the shareholders are informed of all information necessary to assess

the performance of the Company.

Information on all major developments affecting the Company is to be communicated to the

shareholders through:

* The Annual Report;

e Quarterly and half yearly reports;

* The Annual General Meeting and other meetings called to obtain approval for Board action
as appropriate. All shareholders who are unable to attend these meetings will be encouraged
to communicate issues or ask questions by writing to the Company;

* Other announcements in accordance with the Company’s continuous disclosure policy; and

* The Company’s web site.
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1T MATERIAL CONTRACTS

11.1 INTRODUCTION

(a) The Directors consider that certain agreements are significant or material to Australis or are of
such a nature that an investor may wish to have particulars of them when making an assessment
of whether to apply for New Shares (“Material Contracts).

(b) The main provisions of the Material Contracts are summarised below. As this Section only contains
a summary, the provisions of the Material Contracts are not fully described. To understand fully all

rights and obligations pertaining to the Material Contracts, it will be necessary to read them in full.

(c) The Material Agreements are:
(1) the Share Swap Deed; (vi)  the Deed of Acknowledgement;
(i1) the Supplementary Deed; (vi) the Acquisition Agreement;
(iii)  the Executive Service Agreements; (viii) the RESI Loan Deed; and
(iv)  the Directors’ Deeds of Indemnity; (ix) the RESI Charge.
(v) the Consulting Agreements;

Under a Share Swap Deed dated 28 April 2004 made between JMO, Nikiticorp and Australis, Nikiticorp
agree to sell all its shares (comprising 100 ordinary shares and being the entire issued capital) in J]MO
to Australis in consideration of the issue to Nikiticorp of 50 million fully paid ordinary shares in the

capital of Australis at an issue price of $0.20 per share.

By a Deed dated 28th April 2004 made between JMO, Australis and Nikiticorp, Australis agreed to

pay forthwith upon receipt by it of a demand for payment (“JMO Demand”), the following debts

(“JMO Debts™) in the following order of priority:

(a) Related Parties Loans being moneys borrowed by JMO from its directors and other related parties;

(b) Guaranteed Third Party Loans being other moneys borrowed by JMO from unrelated third
parties for which guarantees have been provided by its directors; and

(c) Trade Debts being debts incurred up to the date of making the JMO Demand to various trade
and other creditors including creditors who have supplied it with services relating to the share
swap agreement and the Issue.

The making of the JMO Demand is expressed to be conditional upon the occurrence of the Australis
listing on the ASX Official List, upon the official quotation of its shares on the ASX and upon the

raising of the Minimum Subscription.

11.4 EXECUTIVE SERVICE AGREEMENTS
(a)  Chief Executive Officer
Australis has entered into a Service Agreement dated 30 June 2004 with Mr Anthony Damianos engaging

him as Chief Executive Officer for an unfixed term which commenced on 1 May 2004.

Under the agreement, the Chief Executive Officer will be paid a base remuneration package of $152,600
per annum which will be inclusive of a base salary, motor vehicle costs, superannuation and fringe benefit
taxes. The Company has also agreed to pay an annual bonus of $15,000 if key performance indicators
to be set by the Company, are achieved.

The Company and the Chief Executive Officer will be entitled to terminate the agreement by the
giving of 2 weeks notice to the other.
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(b)  Company Secretary/Legal Counsel
Australis has entered into a Service Agreement dated 30 June 2004 with Ms Penny Kyros engaging her
as Company Secretary and Legal Counsel for an unfixed term which commenced on 1 May 2004.

Under the agreement, the Company Secretary and Legal Counsel will be paid a base remuneration package
of $130,800 per annum which will be inclusive of a base salary, motor vehicle costs, superannuation
and fringe benefit taxes. The Company has also agreed to pay an annual bonus of $15,000 if key

performance indicators to be set by the Company are achieved.

The Company and the Company Secretary and Legal Counsel will be entitled to terminate the

agreement by the giving of 2 weeks notice to the other.

() Chief Geologist
Australis has entered into a Service Agreement dated 30 June 2004 with Dr Robert Coenraads engaging
him as Chief Geologist for an unfixed term which commenced on 1 May 2004.

Under the agreement, the Chief Geologist will be paid a base remuneration package of $119,900 per Material

annum which will be inclusive of a base salary, motor vehicle costs, superannuation and fringe benefit taxes.
Contracts

The Company has also agreed to pay an annual bonus of $10,000 if key performance indicators to be set
by the Company are achieved.

The Company and the Chief Geologist will be entitled to terminate the agreement by the giving of

2 weeks notice to the other.

(d)  General Manager of Marketing
Australis has entered into a Service Agreement dated 30 June 2004 with Mr Christian Christianos engag-

ing him as General Manager of Marketing for an unfixed term which commenced on 1 May 2004.

Under the agreement, the General Manager of Marketing will be paid a base remuneration package of
$142,600 per annum which will be inclusive of a base salary, motor vehicle costs, superannuation and fringe
benefit taxes. The Company has also agreed to pay an annual bonus of $15,000 if key performance

indicators to be set by the Company are achieved.

The Company and the General Manager of Marketing will be entitled to terminate the agreement by the

giving of 2 weeks notice to the other.

(e) General Manager of Operations
Australis has entered into a Service Agreement dated 30 June 2004 with Mr George Christianos engaging

him as General Manager of Operations for an unfixed term which commenced on 1 May 2004.

Under the agreement, the General Manager of Operations will be paid a base remuneration package of
$152,600 per annum which will be inclusive of a base salary, motor vehicle costs, superannuation and
fringe benefit taxes. The Company has also agreed to pay an annual bonus of $15,000 if key performance

indicators to be set by the Company are achieved.

The Company and the General Manager of Operations will be entitled to terminate the agreement by

the giving of 2 weeks notice to the other.

11.5 Directors’ Deeds of Indemnity
On 2nd and 5th August 2004, the Company entered into deeds with each of the Directors of the Company
whereby the Company indemnifies the Directors against all costs, losses and expenses which the Directors

may suffer or incur in the course of, or in connection with, their acting as Directors of the Company.

The Directors are indemnified against any claims or judgments made against the Directors relating in

any way to the Company, all legal costs incurred by the Directors in defending any proceedings, any tax
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or penalty for which the Directors may become personally liable as Directors of the Company and in
defending any proceedings, whether civil or criminal in respect of alleged negligence, default or breach

of duty, in which judgment is given in the Director’s favour or in which they are acquitted.

11.6 CONSULTANCY AGREEMENT

By a Consultancy Agreement dated 6 April 2004 made between Australis and CFO Advantage Pty Limited
(““CFO”), CFO has agreed to provide services as financial controller for a term which commenced on
6 April 2004 until 30 June 2005 at a rate of $800 per day (or $100 per hour for part days) (exclusive of GST).

11.7 DEED OF ACKNOWLEDGEMENT

By a Deed of Acknowledgement dated 2 September 2004 made between Elias Christianos (“Lender”)
and JMO, as amended by a Deed of Variation dated 12 November 2004:
(a) the parties acknowledged that advances totalling $2,961,740 had been made by the Lender
to JMO as working capital, and in repsect of JMO’s subsidiary QSM, and to enable J]MO
to acquire the assets of QSM;
(b) JMO agreed to repay an amount of $200,000 within 1 month of the listing of Australis on the ASX
(“ASX Listing”), with the balance to be paid at the expiration of 3 years from the ASX Listing;
(c) interest will accrue monthly in arrears on the outstanding principal at the rate equal to the base
lending rate for the time being charged by HSBC Australia Limited,;
(d) the interest that accrues will be capitalised and added to the Principal Sum ; and
(e) if the ASX Listing is not achieved the Principal Sum is not repayable until 31 December 2005

or such other period as may be agreed between the parties.

11.8 ACQUISITION AGREEMENT

By an agreement dated 2 September 2002 between Great Northern Mining Pty Ltd (‘Vendor’) and
JMO, the Vendor agreed to sell to JMO and JMO agreed to purchase from the Vendor Queensland Mining
Leases ML 70004, 70005, 70006 and 70029 plus all geological studies, exploration results, compensation
agreements and other documents relating to the Mining Leases for a Purchase Price of $120,000.

Completion has occurred under the agreement and the Mining Leases have been transferred to JMO.

11.9 RESI LOAN DEED

By Deed of Loan dated 27 May 2003 made between Residential Housing Corporation Pty. Limited
ACN 003 490 319 (“RESI”) and JMO, RESI lent the sum of $500,000 to JMO for a term of 12
months at an interest rate of 12% per annum payable monthly in arrears on the security of:
(a) the RESI Charge;
(b) a Charge granted by Country Landmark Pty Limited;
(c) a Guarantee and Indemnity granted by Ted Dorotheos Tzovaras, Lesley Anne Tzovaras,
Elias Christianos and Maria Christianos as guarantors in favour of RESI;
(d) a Mortgage granted by Ted Dorotheos Tzovaras and Lesley Anne Tzovaras as mortgagors in favour
of RESI over the property known as 36 Drumcliff Avenue, Killarney Heights, New South Wales.

11.10 RESI CHARGE

By Deed of Charge dated 27 May 2003 granted by JMO in favour of RESI, JMO charged all its present
and future rights, property and undertaking of whatever kind and wherever situated including, without
limitation its capital and share premiums, called and uncalled capital, paid or unpaid as security for all
moneys payable by JMO to RESI.
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12 ADDITIONAL INFORMATION

12.1 INCORPORATION

The Company was incorporated on 6 April 2004 as a public company limited by shares. As at 3 September
2004 there were 26 shareholders with Nikiticorp (L) BHD holding 48 million shares out of issued share
capital of 75.7 million shares. JMO was acquired by Australis under the Share Swap Deed and is now

a wholly owned subsidiary of Australis.

12.2 RIGHTS ATTACHING TO SHARES

(a) General

The New Shares to be issued pursuant to this Prospectus are ordinary fully paid shares and will as
from their allotment rank equally in all respects with all ordinary fully paid shares in the Company.
The Attaching Options to be issued pursuant to this Prospectus are to be issued for no additional cost

and in the ratio of one Attaching Option for every two New Shares issued pursuant to this Prospectus.

The rights attaching to Shares arise from a combination of the Company’s Constitution, statute
(including the Corporations Act and ASX Listing Rules) and general law. Copies of the Company’s

Constitution are available for inspection during business hours at its registered office.

A summary of the more significant rights is set out below. This summary is not exhaustive nor does

it constitute a definitive statement of the rights and liabilities of the Company’s Shareholders.

(b) Reports and notices

Shareholders are entitled to receive all notices, reports, accounts and other documents required to
be furnished to Shareholders under the Company’s Constitution, the Corporations Act and the
Listing Rules.

(c) General meetings
Shareholders are entitled to be present in person, or by proxy, attorney or representative to speak and
to vote at general meetings of the Company. Shareholders may requisition meetings in accordance

with the Corporations Act and the Constitution.

(d) Voting

Subject to any rights or restrictions at the time being attached to any class or classes of shares, at a general
meeting of the Company on a show of hands, every Shareholder present in person, or by proxy, attorney
or representative has one vote and upon a poll, every Shareholder present in person, or by proxy, attorney
or representative has one vote for every fully paid Share held by the Shareholder. In the case of a vote
on a poll, persons who hold a Share which is not fully paid shall be entitled to a fraction of a vote equal
to that proportion of a vote that the amount paid (not credited) on the relevant Share bears to the total
amounts paid and payable (excluding amounts credited) on the Share. Currently, there are no partly paid
Shares in the Company. All Shares currently on issue and the Shares to be issued under the Prospectus,

are fully paid Shares.

(e) Dividends
The Directors may declare and authorise the distribution from the profits of the Company, dividends
to Shareholders according to their rights and interests. The Directors may determine the property to

constitute the dividend and fix the time for distribution.

(f) Winding up
Subject to the terms of issue of Shares, if the Company is wound up and after distribution of assets
to repay paid up capital there remain assets available for distribution to members (in that capacity)

those assets will be distributed to Shareholders in accordance with the Company’s Constitution.
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(g) Transfer of Shares

Generally, Shares issued by the Company are freely transferable, subject to satisfying the requirements
of the ASX Listing Rules and the Corporations Act regarding trading of securities. The Directors may
decline to register any transfer of Shares issued by the Company but only where permitted to do so

by the ASX Listing Rules or under the Company’s Constitution.

(h)  Future Issues

Subject to the Constitution of the Company, the Corporations Act and ASX Listing Rules, Directors
may, on behalf of the Company, issue, grant options over, or otherwise dispose of unissued shares in
the Company on the terms, at the issue price, with the rights, and at the times the Directors decide.

The Company may issue preference shares.

(i) Liability on Shares
As the Shares to be issued pursuant to this Prospectus, and Shares to be issued following the exercise
of Attaching Options granted pursuant to this Prospectus are all fully paid Shares, they are not subject

to any calls for money and will therefore not become liable to forfeiture.

Additional

(G)  Alteration of Constitution .
Information

The Constitution can only be amended by a special resolution passed by at least three quarters of’
shareholders present and voting at a general meeting. At least 28 days written notice specifying the

intention to propose the resolution as a special resolution must be given.

(k) ASX Listing Rules

If the Company is admitted to the Official List of the ASX, then despite anything in the Constitution, if
ASX Listing Rules prohibit an act being done, the act must not be done. Nothing in the Constitution
prevents an act being done that the ASX Listing Rules require to be done. If ASX Listing Rules require
an act to be done or not to be done, authority is given for that act to be done or not to be done (as the
case may be). If the ASX Listing Rules require the Constitution to contain a provision or not to contain
a provision, the Constitution is deemed to contain that provision or not to contain that provision (as the
case may be). If any provision of the Constitution is or becomes inconsistent with the ASX Listing Rules,

the Constitution is deemed not to contain that provision to the extent of the inconsistency.

12.3 TERMS AND CONDITIONS
OF THE ATTACHING OPTIONS

Set out below are the terms and conditions of the Attaching Options offered by this Prospectus:
(a) Entitlement
Each option entitles the optionholder to subscribe for one fully paid ordinary share in the capital

of the Company.

(b) Issue price

Each option is attached to an existing share and no further amount is payable on issue of the options.

(c) Exercise price

The exercise price of each option is 20 cents.

(d) Option period
Each option may be exercised at any time before 4pm Sydney NSW time on 31 December 2006.
An option not exercised automatically expires at 4pm Sydney NSW time on 31 December 2006.

(e) Certificate

The Company must give each optionholder a certificate or holding statement stating:
A. the number of options issued to the optionholder;
B. the exercise price of the options;
C. the date of issue of the options.
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(g)

Participation rights, bonus issues, rights issues and reorganisations

@

(i)

(iii)

(iv)

)

(vi)

(vii)

Participation

An optionholder is not entitled to participate in any new issue to existing shareholders
of securities in the Company unless it has exercised its options before the record date
for determining entitlements to the new issue of securities and participates as a result

of holding shares.

Notice of new issue

The Company must give an optionholder, in accordance with the ASX Listing

Rules, notice of:

1. the proposed terms of the issue or offer proposed under clause (i); and

1i. the right to exercise its options under clause (i).

Bonus issues

If the Company makes a bonus issue of shares or other securities to shareholders (except
an issue in lieu of dividends or by way of dividend reinvestment) and no share has been
issued in respect of the option before the record date for determining entitlements to
the issue, then the number of underlying shares over which the option is exercisable is
increased by the number of shares which the optionholder would have received if the
optionholder had exercised the option before the record date for determining
entitlements to the issue, in accordance with the ASX Listing Rules.

Pro rata issues

If the Company makes a pro rata issue of shares (except a bonus issue) to existing shareholders
(except an issue in lieu or in satisfaction of dividends or by way of dividend reinvestment)
and no share has been issued in respect of the option before the record date for determining
entitlements to the issue, the exercise price of each option is reduced in accordance with
the ASX Listing Rules.

Reorganisation

If there is a reorganisation (including consolidation, sub-division, reduction or return)

of the share capital of the Company, then the rights of the optionholder (including

the number of options to which each optionholder is entitled and the exercise price)
is changed to the extent necessary to comply with the ASX Listing Rules applying to
a reorganisation of capital at the time of the reorganisation.

Calculations and adjustments

Any calculations or adjustments which are required to be made under clause (f) will be
made by the Board of the Company and will, in the absence of manifest error, be final
and conclusive and binding on the Company and the optionholder.

Notice of change

The Company must within a reasonable period give to each optionholder notice of any
change under clause (f) to the exercise price of any options held by an optionholder or
the number of shares for which the optionholder is entitled to subscribe on exercise of

an option.

Method of exercise of options

@

Method and payment

To exercise options, the optionholder must give the Company or its share registry,

at the same time:

A. a written exercise notice (in the form approved by the board of the Company
from time to time) specifying the number of options being exercised and shares
to be issued;

B. payment of the exercise price for the shares the subject of the exercise notice by way
of bank cheque or by other means of payment approved by the Company; and

C. the certificate for the options.



(ii)  Exercise all or some options
A. An optionholder may only exercise options in multiples of 1,000 unless
the optionholder exercises all options held by the optionholder.
B. Options will be deemed to have been exercised on the date the application
is lodged with the directors of the Company.
(iii) Option certificates
If an optionholder exercises less than the total number of options registered in the
optionholder’s name:
A. the optionholder must surrender its option certificate (if any); and
B. the Company must cancel the option certificate (if any) and issue the optionholder
a new option certificate or holding statement stating the remaining number of
options held by the optionholder.
(iv) Issue of shares
Within 10 days after receiving an application for exercise of options and payment by an
optionholder of the exercise price, the Company must issue the optionholder the number

of fully paid ordinary shares in the capital of the Company specified in the application.

(h) Ranking of shares issued on exercise of options
Subject to the Company’s constitution, all shares issued on the exercise of options rank in all respects
(including rights relating to dividends) pari passu with the existing ordinary shares of the Company at

the date of issue.

@) Quotation
The Company will apply to Australian Stock Exchange Limited for official quotation of :
(1) the options; and

(i1) the shares issued on exercise of options.

G) Governing law

These terms and the rights and obligations of optionholders are governed by the laws of South Australia.
Each participant irrevocably and unconditionally submits to the non-exclusive jurisdiction of the courts
of South Australia.

12.4  TERMS AND CONDITIONS OF EXISTING OPTIONS

The terms and conditions of the Existing Options are the same as the terms and conditions for the

Attaching Options, as set out in the preceding paragraph of this Prospectus.

12.5 LITIGATION

(a) Legal proceedings may arise from time to time in the course of the Company’s business. As at
the date of this Prospectus, the Company is not involved in any legal proceedings, nor so far as
the Directors are aware, are any legal proceedings pending or threatened against the Company
the outcome of which will have a material adverse effect on the business or financial position
of the Company, other than the legal proceedings mentioned in sub paragraph (b).

(b) The Company is a plaintiff with Elias Christianos in an action brought by it in Action No. 2942
of 2003 in the Supreme Court of New South Wales Sydney Registry Equity Division against
GTN Resources Limited, Great Northern Mining Limited and Kerry Heywood. In this action,
the plaintiffs seek declarations and resulting orders in relation to contracts that they had with the
defendants or one of them for:

(1) either the purchase of certain mining tenements (and other assets) held by the second
defendant; or

(i1) a right of first refusal in respect of such mining tenements; or

(iii)  the purchase from the first defendant of all shares which it holds (being in fact the
total number) in the second defendant; or

(iv)  aright of first refusal in respect of those shares.

Additional
Information
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12 ADDITIONAL INFORMATION

The declarations sought were that there were binding agreements for sale. The other orders sought were
for specific performance of the agreements, injunctions restraining sale to third parties and damages. In
the alternative, the plaintiffs sought damages under section 82 of the Tiade Practices Act 1974 against
each of the defendants in respect of an alleged contravention of section 52 of the Tiade Practices Act 1974
by each of the first and second defendant and in respect of the third defendant for being a person
alleged to be involved in the said contravention within sections 75B and 82 of the Tiade Practices Act.

There is no cross claim by any of the defendants against the plaintifts and so the exposure for Company
is the risk of being unsuccessful in the action and having to bear its own legal costs without contribution
from the defendants and having an order imposed on it to pay the defendants legal costs. It is not

possible to quantify this potential exposure at this time.

It is not expected that the action will come on for trial in this current financial year.

12.6 CONSENTS

Each of the parties referred to in this Section 12.6:

(a) does not make the Offer;

(b) other than as specified in this Prospectus, does not make, or purport to make, any statement
that is included in this Prospectus, or a statement on which a statement made in this Prospectus
is based, other than as specified in this Section; and

(c) to the maximum extent permitted by law, expressly disclaims and takes no responsibility for
any part of this Prospectus other than a reference to its name and a statement included in the

Prospectus with the consent of the party as specified in this Prospectus.

The following parties have given (and not before the date of this Prospectus withdrawn) their consent to
the inclusion of the following information in this Prospectus in the form and context in which it appears.

(a) RSM Bird Cameron Corporate Pty Ltd has given its written consent to be named as the
Investigating Accountant of the Company and to the inclusion of the reports entitled “Independent
Review of Director’s Forecasts” and “Investigating Accountant’s Report” included in the
Prospectus in the form and context in which they appear.

(b) BR Senior and Associates Pty Limited has given its written consent to be named as the Independent
Geologist and to the inclusion of the reports entitled “A review of sapphire gemstone Mining
Leases and Mining Lease Application areas, within the Queensland Sapphire Gemfields and “An
Independent Valuation of the Sapphire Sales and Resources within Australis Mining Corporation
Ltd Proven Sapphire Reserve, Queensland” together with statements purporting to be based on
those reports included in the Prospectus in the form and context in which they appear.

(c) MacGillivrays Solicitors has given its written consent to be named as the Independent Solicitor
and to the inclusion of the report entitled “Solicitor’s Report” together with statements purporting
to be based on those reports included in the Prospectus in the form and context in which
they appear.

(d) Behre Dolbear Australia Pty Limited as the Independent Technical Adviser to the inclusion

of a report entitled “Independent Technical Review of Cost Estimate”.

The following parties have given (and not before the date of this prospectus withdrawn) their written
consent to be named in this prospectus in the form and context in which they are named:

Axis Financial Group (Australia) Limited, a Sponsoring Broker to the Issue

Baker Young Stockbrokers Limited, a Sponsoring Broker to the Issue

Minter Ellison, Solicitors to the Issue and to the Company

Registries Limited, Share Registrar to the Company

RSM Bird Cameron Partners as auditors in this Prospectus..
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12.7 INTERESTS OF EXPERTS, CONSULTANTS AND PARTIES
WHO HAVE CONSENTED TO BE NAMED

The nature and extent of the interests (if any) that:
(a) a person named in the Prospectus as performing a function in a professional, advisory or
other capacity in connection with the preparation or distribution of the Prospectus;
(b) a promoter of the Company; or
(c) any underwriter (but not a sub-underwriter) to the Issue,
holds, or held at any time during the last 2 years in:
(a) the formation or promotion of the Company;
(b) property acquired or to be acquired by the Company in connection with:
(i) its formation or promotion; or
(1) the Ofter; or
(c) the Offer,

is set out below.

The amount that anyone has paid or agreed to pay, or the nature and value of any benefit anyone
has given or agreed to give for services provided by: Additional
(a) a person named in the Prospectus, as performing a function in a professional, advisory .
or other capacity in connection with the preparation or distribution of the Prospectus; Information
(b) a promoter of the Company; or
(c) any underwriter (but not a sub-underwriter) to the Issue,
in connection with:
(a) the formation or promotion of the Company; or

(b) the Offer,

is set out below.

Axis Financial Group (Australia) Limited

Axis Financial Group (Australia) Limited is a Sponsoring Broker to the Issue. Axis Financial Group
(Australia) Limited is entitled to be paid a base fee of $15,000 (plus GST) and a variable fee equal to
6% of the Application Moneys raised by the Offer arranged by Axis.

Baker Young Stockbrokers Limited

Baker Young Stockbrokers Limited is a Sponsoring Broker to the Issue. Baker Young Stockbrokers
Limited is entitled to be paid a base fee of $25,000 (plus GST) and a variable fee equal to 6% of
the Application Moneys raised by the Offer arranged by Baker Young.

RSM Bird Cameron Corporate Pty Ltd
RSM Bird Cameron Corporate Pty Ltd are entitled to be paid $40,847.00 (plus GST) for preparation
of the Investigating Accountant’s Report, and the Independent Review of Directors’ Forecasts and for

assistance to the Company in relation to the due diligence process associated with the issue of this Prospectus.

BR Senior and Associates Pty Limited
BR Senior and Associates Pty Limited are entitled to be paid $22,039.00 (plus GST) for preparation of
the Independent Geologist Report and for assistance to the Company in relation to the due diligence

process associated with the issue of this Prospectus.

Minter Ellison
Minter Ellison are entitled to be paid $100,000.00 (plus GST) for advice and assistance in relation to
certain aspects of this Prospectus, assisting the Company in relation to its due diligence regime and

enquiries and in relation to its application and admission to ASX.

MacGillivrays Solicitors, are entitled to be paid $10,167.00 (plus GST) for advice and assistance

in relation to the Solicitors Report for the tenements.

Readhead Pullinger Lucas carried out certain due diligence enquiries in relation to the Prospectus
and have provided legal advice to the Company. A sum of $50,000.00 (plus GST) has been paid to

Readhead Pullinger Lucas for those services.

2 N oA



12 ADDITIONAL INFORMATION

Registries Limited
Registries Limited has been engaged by the Company to maintain its share registry. The Company
has paid or agreed to pay total fees of $3,500 (plus GST) for this work.

12.8 INTERESTS OF DIRECTORS

The nature and extent of the interest (if any) that any of the Directors of the Company holds,
or held at any time during the last two years in:
(a) the formation or promotion of the Company;
(b) property acquired or to be acquired by the Company in connection with:
(i) its formation or promotion; or
(ii) the Offer; or
(c) the Offer,
is set out in this Section 12 under “Executive Directors’ Remuneration”, in Section 11.5 “Director’s
Deeds of Indemnity”’and below.

The amount that anyone has paid or agreed to pay, or the nature and value of any benefit anyone
has given or agreed to give:
(a) to a Director to induce them to become, or to qualify as, a Director of the Company; and
(b) for services provided by a Director in connection with:
(i) the formation or promotion of the Company; or
(i1) the Offer,
is set out in this Section 12 under “Executive Directors’ Remuneration”, in Section 11.5

“Directors’ Deeds of Indemnity” and below.

Remuneration of Directors

(a) Non-executive Directors’ Remuneration

In accordance with the Constitution of the Company, the existing Shareholders of the Company as
at the date of this Prospectus have determined in general meeting that the maximum non-executive

Director remuneration will be $250,000 per annum.

The Directors have resolved that William “Bill” DuChatel, in his capacity as the non-executive chairman,
will be paid $60,000 per annum and each of Ted Tzovaras and Keith Taylor, in their capacities as the

non-executive directors, will each be paid $40,000 per annum.

A Director may also be paid fees or other amounts as the Directors determine if a Director performs
special duties or otherwise performs services outside the scope of the ordinary duties of a Director. A
Director may also be reimbursed for out of pocket expenses incurred as a result of their directorship

or any special duties.

(b) Executive Directors’ Remuneration
Each of Anthony Damianos and Robert Coenraads as executive Directors of the Company, will also
receive a salary and other benefits as employees of the Company. Refer to Section 11.4 for further

details of each of their executive services contracts with the Company.
Directors’ Holdings of Securities

The Directors in the Company held the following Shares and Options in the Company immediately
before lodgement of the Prospectus with ASIC. Interests include those held directly and indirectly.
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Directors Securities Held

C.W (Bill) DuChatel A holding of 500,000 Shares and 500,000 Existing Options.

Anthony M. Damianos Nil

Ted Tzovaras A 20% beneficial interest in Nikiticorp (L) BHD which has a total
holding of 48 million shares in Australis.

Robert Coenraads Indirect holding of 400,000 Shares and 400,000 Existing Options

Keith Taylor Nil

Elias Christianos

(Alternate for Ted Tzovaras) An 80% beneficial interest in Nikiticorp (L) BHD which has
a total holding of 48 million Shares in Australis.

Other Interests

Mr Ted Tzovaras is a non-executive Director and has previously provided legal advice and other

legal services to the Company. Work carried out by Mr Tzovaras but not yet billed amounts to the

sum of $338,181.00.

Mr Keith Taylor is a Non—Executive Director of Australis and a Director of the Axis Financial Group
(Australia) Limited, a sponsoring broker to the Issue. Axis Financial Group (Australia) Limited will

be paid the fee referred to in Section 12.6.

Mr Anthony Damianos is an Executive Director of the Company and is entitled to be paid the sum of

$111,615.00 on account of unpaid wages and expenses owed to him by JMO.

12.9 ISSUE EXPENSES

If the Minium Subscription is raised, the total estimated costs of the Issue including accounting
fees, legal fees, printing and design costs and application fees and other associated and sundry expenses

associated with the Issue are estimated to be approximately $742,00.00 If the Offer is fully subscribed

and the maximum Oversubscriptions are received, the total estimated costs of the Issue will be

approximately $882,000.00

Minimum* Maximum**
Financial Advisory Fees $70,000 $90,000
Brokerage Fees $210,000 $310,000
Legal Fees $150,000 $150,000
Accountant’s Fees $41000 $41,000
Expert’s Reports $40,000 $40,000
ASX, ASIC and Registry fees $47,000 $50,000
Printing, Marketing and Distribution $80,000 $90,000
Other $104,000 $111,000
TOTAL $742,000 $882,000
Less: paid to October 2004 $197,000 $197,000
Issue costs payable from capital raising. $545,000 $685,000

*  Assumes Minimum Subscription is achieved.

** Assumes Maximum Oversubscriptions are taken up under the Offer.

Additional
Information
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13 DIRECTORS STATEMENT

The Directors report that, in their opinion, since the date of the financial information set out in Section
8 of this Prospectus and referred to in the Independent Accountant’s Report, there have not been any
circumstances that have materially affected or will materially affect the value of the assets and liabilities

of the Company, except as disclosed in this Prospectus.

The Directors state that they have made all enquiries that were reasonable in the circumstances and
after doing so have reasonable grounds to believe that statements made by the Directors in this Prospectus
are not misleading or deceptive. In relation to any statement made in this Prospectus by persons other
than the Directors, the Directors have made enquiries that were reasonable in the circumstances and
after doing so have reasonable grounds to believe that the persons making the statement or statements
are reliable and competent in relation to the statements concerned. Those persons have given their
consents to statements being included in this Prospectus in the form and context in which they appear

and have not withdrawn that consent before lodgement of this Prospectus with ASIC.

This Prospectus is issued by Australis Mining Corporation Limited. The issue of this Prospectus has
been authorised by the Directors and this Prospectus has been signed by the Chairman on behalf of
the Directors. Each Director has consented to the lodgement and issue of this Prospectus with ASIC

and has not withdrawn that consent.

C W (Bill) DuChatel
Chairman
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GLOSSARY

The following defined terms, but not geological terms, apply throughout this Prospectus unless the context

requires otherwise:

““$°> means Australian dollars unless otherwise specified;

“Allotment Date” means the date of allotment of New Shares in accordance with the Prospectus;
“Alluvial placer” means a surficial mineral deposit formed by mechanical concentration of heavy
mineral particles from weathered rocks in a river valley;

“Applicant means a person who completes and lodges an Application Form;

“Application Form” means the application form attached to this Prospectus;

“Application Moneys” means the amount of money payable for Shares at 20 cents per

Share pursuant to this Prospectus;

“ASIC” means Australian Securities & Investments Commission;

“ASTC” means ASX Settlement and Transfer Corporation Pty Ltd ABN 49 008 504 532

“ASTC Settlement Rules” means the Settlement Rules of ASTC

“ASX* means Australian Stock Exchange Limited ACN 008 624 691;

“ASX Listing Rules” means the official listing rules of ASX and any other rules of ASX which apply
while the Company is a listed company, each as amended or replaced from time to time except to the
extent of any express written waiver by ASX;

“Attaching Options® means Options on the terms set out in Section 12.3 of this Prospectus

that the Company will issue at no additional cost to all successful Applicants for New Shares;
““Australis” means Australis Mining Corporation Limited (ACN 108 649 421);

“Basaltic lava® means a general term for a dark coloured extrusive igneous rock composed
chiefly of calcic plagioclase and clinopyroxene;

“CHESS” means the Clearing House Electronic Sub-register System;

“Closing Date” means the last date for receipt of completed Application Forms for the Offer which is
31st December 2004 or such other date and time as the Directors in their absolute discretion may determine;
“the Company” means Australis Mining Corporation Limited (ACN 108 649 421);
“Corporations Act” means the Corporations Act 2001 (Cth);

“Corundum’ means a mineral Al,O; including the gem varieties of sapphire and ruby;
“Devonian a period of the Palacozoic era (after the Silurian and before the Carboniferous)
between 400 and 345 million years ago;

“Directors” or “Board of Directors® means the directors of the Company as at the date

of this Prospectus;

“Economic Entity”® means Australis and its controlled entities;

“Escrow” means a period of trading restrictions on securities;

“EST” means Eastern Standard Time;

“Existing Options® means the Options on issue at the date of the Offer;

“Existing Securities” means the Existing Shares and Existing Options;

“Existing Shares® means ordinary shares in the Company on issue at the date of the Offer;
“Expiry Date” means in relation to the Attaching Options, 31 December 2006;

“Exposure Period” means the period of 7 days after the date of lodgement of this Prospectus,
which period may be extended by ASIC by not more than 7 days pursuant to section 727(3)

of the Corporations Act;

“Gamma-ray logging”® means a bore hole sensor that measures variations in the

natural radioactivity of rock types;

“Igneous” means a rock that solidified from molten or partly molten material;

“Ilmenite” means a black, iron titanium mineral FeTiO5 that may occur with other

heavy minerals in alluvial placers;

“Indicated Resource” means it has a lower level of confidence than that applying to a measured

resource but a higher level of confidence than that applied to an inferred resource (see JORC Code);



“Inferred Resource” means that part of the sapphire palacochannel deposit for which tonnage and
grade can only be estimated with a low level of confidence. It is inferred from geological evidence of
continuity (see JORC Code);

“Issue” means the issue of up to 17,500,000 Shares at 20 cents per fully paid and 8,750,000

Attaching Options expiring 31 December 2006 at no additional cost under this Prospectus;

“IMO” is the subsidiary company Junior Mining (Operations) Pty Ltd (ACN 081 347 891)

now called Australis Mining Operations QId Pty Ltd;

“IMO Guaranteed Third Party Loans® means moneys borrowed by JMO from unrelated third
parties for which guarantees have been provided by any director of JMO (and which at the date

of this Prospectus solely comprises the RESI Loan);

“JMO Related Party Loan” means the loan of $2,961,741.00 made by Elias Christianos to JMO
prior to April 2004;

“JMO Trade Debts” means the trade debts of JMO recorded in the books and records of JMO;
“JORC Code” means the “Australasian Code for Reporting on Mineral Deposits and Ore Reserves”.
The code ensures that standard reporting terminology is used within the Prospectus;

“Magnetic separator’ means a device with a strong magnetic field that is used for separating
magnetic from non-magnetic mineral grains;

“Magnetite” means a black, strongly magnetic, opaque mineral of the spinel group Fe;Oy,,

that may occur with other heavy minerals in placer deposits;

“Measured Resource” refers to that proportion of the sapphire deposit for which physical characteristics,
such as tonnage and grade, can be estimated with a high level of confidence based on detailed exploration
sampling (see JORC Code);

“Minimum Subscription® means the minimum raising of $3,500,000 by the acceptance

of Applications for 17,500,000 ordinary shares at 20 cents each pursuant to this Prospectus;
“Monazite” means a yellow, brown or reddish brown mineral (Ce,La,Nd,Th) (PO,,SiO,). It is

a rare earth phosphate with appreciable substitution of thorium for rare earths and may occur

with other heavy minerals in placer deposits;

“New Shares” means ordinary shares in the Company issued pursuant to the Offer;

“Nikiticorp” means Nikiticorp (L) BHD a corporation incorporated in Malaysia;

“Offer” means the offer of New Shares and Attaching Options pursuant to this Prospectus;

“Offer Period” means the period commencing on the Opening Date and ending on the Closing Date;
“Offer Price” means $0.20 per New Share;

“Opening Date” means the first date for receipt of completed Application Forms

which is 29th November 2004;

“Option” means a right to subscribe for a Share;

“Optionholder” means the holder of an Option;

“Overburden” means the loose soil, silt, sand, gravel or other unconsolidated material

overlying the sapphire wash;

“Oversubscriptions” means a total of 12,500,000 New Shares at $0.20 each to raise $2.5 million,
if fully subscribed, with 1 Attaching Option at no additional cost for every 2 New Shares subscribed;
“Palaeochannel” means a remnant of a stream channel cut in older sediments or ‘basement’ and filled
with younger sediments within a buried stream channel,

“Prospectus’ means this Prospectus dated 19th November 2004;

“Proven Reserve or Proven Sapphire Reserve” refers to those porions of the measured sapphire
resource with an estimated tonnage and grade that form the basis of a viable project after taking into account
all mining, economic, marketing, legal, environmental, social and government factors (see JORC Code);
“QSM” means Queensland Sapphires Mining Pty. Ltd. ACN 092 502 291;

“Quaternary” means the second period of the Cainozoic (or Cenozoic) era covering the span of time
between 3 to 2 million years and the present;

“RAB drilling” means Reverse Air Blast drilling is a drilling method that uses compressed

air to cool the drill bit and blow the drill cuttings to the surface;

“Regolith” means a general term for the layer or mantle of fragmental and unconsolidated rock material,
whether residual or transported and of highly varied character, that nearly everywhere forms the surface

of the land and overlies or covers bedrock;

Glossary
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“RESI Charge” means the charge referred to in Section 11.10;

“RESI Loan” means the loan of $500,000 made by Residential Housing Corporation Pty. Limited
ACN 003 490 319 to JMO under the RESI Loan Deed, plus accrued interest, fees and costs;

“RESI Loan Deed’ means the deed referred to in Section 11.9;

“Rutile”” means a reddish-brown mineral TiO, that may occur with other heavy minerals in placer deposits;
“Sapphire” means a gem quality corundum Al,O5 other than ruby. Especially the blue transparent and
coloured varieties of crystalline corundum containing small amounts of oxides of iron and titanium;
“Securities” means Shares and Options;

““Shareholder” means a holder of a Share(s) in the Company;

“Shares” means ordinary fully paid shares in the capital of the Company;

“Spinel” means a mineral of the spinel group MgAL,O, that may occur along with other

heavy minerals in placer deposits;

“Tertiary” means the first period of the Cainozoic (or Cenozoic) era covering the

span of time between 65 and 3 to 2 million years ago;

““Volcanoclastics® means fragmental material ejected from a volcanic vent;

“Zircon” means a reddish-orange, semi-precious gem mineral ZrSiO,.
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Pin cheque here (do not staple)

APPLICATION FORM Al Miing Corporion Linie

16 meet the requirements of the Corporations Act, this Application ¢ - 1c1p ARS USE ONLY
Form must not be handed on unless attached to the Prospectus.
Fill out this Application Form if you want to apply for Shares and 1:2 Attaching
Options at no additional cost in Australis Mining Corporation Limited

* Follow instructions overleaf to complete this Application Form. Broker’s Stamp
e Print clearly in capital letters using black or blue ink.

Broker’s Code Adviser

I/We apply for
Number of Shares in Australis Mining Corporation Limited at 20 cents per Share or such lesser number

of Shares which may be allocated to me/us by the Company.

I/We lodge full application moneys @ 20 cents per share

AS$ 5 .00
Single/Joint Applicant No.1 - refer overleaf for correct forms of registrable title(s)

Title Given name(s) Surname

Joint Applicant No.2 or account Designation

Title Given name(s) Surname

Enter your postal address details - include State and Postcode
Unit number  Street number Post Office Box or other Mail Box details (if applicable)

or

Street Name

Suburb/City State Postcode
Contact Name Home Telephone Number

( )
e-mail Address Work Telephone Number

( )

CHESS Participant - HIN (optional)

Enter your Tax File Number(s) or exemption category

Lodge your Application Form as soon as possible. Pin your cheque above - Cheques should be crossed Not Negotiable
and made payable to: Australis Mining Corporation Limited Share Applications Account
Cheque Details

Drawer Bank BSB Amount of Cheque
$ 3 .00
$ 9 .00

By lodging this application form, I/We declare that this application is completed and lodged according to the Prospectus and the declarations/statements on the reverse
of this application form and declare that all details and statements made by me/us (including the declarations on the reverse of this form) are complete and accurate.
I/We agree to be bound by the Constitution of Australis Mining Corporation Limited and agree to the issue to me/us of any number of ordinary shares equal to or
less than the number of ordinary shares indicated in Section A above which may be issued to me/us pursuant to the Prospectus. If this Application Form has been
received electronically, then I/We have received personally the Electronic Prospectus, or a print out of it, accompanied by or attached to the application form before
applying for shares.

You should read the Prospectus carefully before completing this Application Form.
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HOW TO COMPLETE THE APPLICATION FORM

Please complete all relevant sections of the Application Form using BLOCK LETTERS

Enter the NUMBER OF SHARES you wish to apply for.
Applications must be for a minimum of 10,000 Shares ($2,000)

Enter the TOTAL AMOUNT of application money payable.
To calculate this amount, multiply the number of shares applied for by 20 cents
Mark the first box if you are an existing shareholder, which gives you a priority entitlement.

Mark the second box if you have made a priority registration for an allocation of shares.

Enter the FULL NAME(S) and TITLE(S) of all legal entities that are to be recorded as the registered holder(s).

Refer to the Name Standards below for guidance on valid registration.

Enter the POSTAL ADDRESS for all communications from Australis Mining Corporation Limited. Only one address can

be recorded.
Enter telephone numbers and a contact person the registry can speak with if they have any queries regarding this application.

If you are sponsored in CHESS by a stockbroker or other CHESS participant enter your Holder Identification Number
(HIN) - optional.

Enter the TAX FILE NUMBER (s) (TEN) or exemption category of the applicants. Where applicable, please enter the TFIN
for each joint applicant. Collection of TEN’ is authorised by taxation laws. However, it is not compulsory to provide your

TFN. Tax may be withheld from any dividend should you choose not to provide your TFIN.

Payment must be made in Australian currency and cheques must be drawn on an Australian bank or financial institution.
Cheques or bank drafts must be payable to Australis Mining Corporation Limited Share Applications Account and
crossed Not Negotiable.

Cheques not properly drawn may be rejected.

Cheques will generally be deposited on the day of receipt.

Forward your completed Application together with the Application Money to:
Australis Mining Corporation Limited Share Offer
c/o Axis Financial Group (Australia) Ltd, Level 25, 56 Pitt Street, Sydney, NSW 2000 OR
c/o0 Baker Young Stockbrokers Limited, Level 4, 81 Flinders Street, Adelaide, SA 5000
IMPORTANT NOTICE IFYOU OBTAINED AN ELECTRONIC COPY OF THE PROSPECTUS

This Prospectus expires 18 December 2005. The Corporations Act prohibits any person from passing on to another person the application form that was attached

to the electronic copy of the Prospectus unless the application form is attached to a complete and unaltered copy of the electronic Prospectus. You should read the
Prospectus before applying. Australis Mining Corporation Limited will send you, at no charge on request, a paper copy of the electronic Prospectus if you ask for one
during the offer period described in the Prospectus. If you apply for shares on the basis of the application form attached to the electronic Prospectus, you are deemed
to declare to Australis Mining Corporation Limited that you received personally the electronic Prospectus, or a print out of it, attached to the application form before
applying for shares. If you give another person access to this Application Form you must at the same time and by the same means give the other person access to the
Prospectus and any supplementary prospectus.

Name Standard Note that only legal entities are allowed to hold Shares. Applications must be in the name of a natural person or
natural persons, company or other legal entity acceptable to Australis Mining Corporation Limited. At least one full given name and the
surname is required for each natural person. The name of the beneficiary or any other non-registrable name may be included by way of

an account designation if completed exactly as described in the example of correct forms of registrable title below:

Type of Investor Correct Form of Registration Incorrect Form of Registration

Individual Use given names in full, not initials Mr John Alfred Smith J'A Smith

Company Use the company’s full title, not abbreviations ~ ABC Pty Ltd ABCP/L  or ABC Co

Joint Holdings Mr Peter Robert Williams & Peter Robert &

Use full and complete names Ms Louise Susan Williams Louise S Williams

Trusts Mrs Susan Jane Smith Sue Smith Family Trust

Use the trustee(s) personal name(s). <Sue Smith Family A/C>

Deceased Estates Ms Jane Mary Smith & Estate of late John Smith

Use the executor(s) personal name(s). Mr Frank William Smith or
<Est John Smith A/C> John Smith Deceased

Minor (a person under the age of 18) Use the name of a ~ Mr John Alfred Smith Master Peter Smith

responsible adult with an appropriate designation. <Peter Smith A/C>

Partnerships Mr John Robert Smith & John Smith and Son

Use the partner’s personal names. <John Smith and Son A/C>

Long Names. Mr John William Alexander Mr John W A Robertson-Smith
Robertson-Smith

Clubs/Unincorporated Bodies/Business Names Mr Michael Peter Smith ABC Tennis Association

Use office bearer(s) personal name(s). <ABC Tennis Association A/C>

Superannuation Funds Jane Smith Pty Ltd Jane Smith Pty Ltd

Use the name of the trustee of the fund. <Super Fund A/C> Superannuation Fund




Pin cheque here (do not staple)

APPLICATION FORM Al Miing Corporion Linie

To meet the requirements of the Corporations Act, this Application

REGISTRARS USE ONLY
Form must not be handed on unless attached to the Prospectus.

Fill out this Application Form if you want to apply for Shares and 1:2 Attaching

Options at no additional cost in Australis Mining Corporation Limited

* Follow instructions overleaf to complete this Application Form. Broker’s Stamp
 Print clearly in capital letters using black or blue ink.

Broker’s Code Adviser

I/We apply for
Number of Shares in Australis Mining Corporation Limited at 20 cents per Share or such lesser number

of Shares which may be allocated to me/us by the Company.

I/We lodge full application moneys @ 20 cents per share

AS$ 5 .00
Single/Joint Applicant No.1 - refer overleaf for correct forms of registrable title(s)

Title Given name(s) Surname

Joint Applicant No.2 or account Designation

Title Given name(s) Surname

Enter your postal address details - include State and Postcode
Unit number  Street number Post Office Box or other Mail Box details (if applicable)

or

Street Name

Suburb/City State Postcode
Contact Name Home Telephone Number

( )
e-mail Address Work Telephone Number

( )

CHESS Participant - HIN (optional)

Enter your Tax File Number(s) or exemption category

Lodge your Application Form as soon as possible. Pin your cheque above - Cheques should be crossed Not Negotiable
and made payable to: Australis Mining Corporation Limited Share Applications Account
Cheque Details

Drawer Bank BSB Amount of Cheque
$ 3 .00
$ 9 .00

By lodging this application form, I/We declare that this application is completed and lodged according to the Prospectus and the declarations/statements on the reverse
of this application form and declare that all details and statements made by me/us (including the declarations on the reverse of this form) are complete and accurate.
I/We agree to be bound by the Constitution of Australis Mining Corporation Limited and agree to the issue to me/us of any number of ordinary shares equal to or
less than the number of ordinary shares indicated in Section A above which may be issued to me/us pursuant to the Prospectus. If this Application Form has been
received electronically, then I/We have received personally the Electronic Prospectus, or a print out of it, accompanied by or attached to the application form before
applying for shares.

You should read the Prospectus carefully before completing this Application Form.
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HOW TO COMPLETE THE APPLICATION FORM

Please complete all relevant sections of the Application Form using BLOCK LETTERS

Enter the NUMBER OF SHARES you wish to apply for.
Applications must be for a minimum of 10,000 Shares ($2,000)

Enter the TOTAL AMOUNT of application money payable.
To calculate this amount, multiply the number of shares applied for by 20 cents
Mark the first box if you are an existing shareholder, which gives you a priority entitlement.

Mark the second box if you have made a priority registration for an allocation of shares.

Enter the FULL NAME(S) and TITLE(S) of all legal entities that are to be recorded as the registered holder(s).

Refer to the Name Standards below for guidance on valid registration.

Enter the POSTAL ADDRESS for all communications from Australis Mining Corporation Limited. Only one address can

be recorded.
Enter telephone numbers and a contact person the registry can speak with if they have any queries regarding this application.

If you are sponsored in CHESS by a stockbroker or other CHESS participant enter your Holder Identification Number
(HIN) - optional.

Enter the TAX FILE NUMBER (s) (TEN) or exemption category of the applicants. Where applicable, please enter the TFIN
for each joint applicant. Collection of TEN’ is authorised by taxation laws. However, it is not compulsory to provide your

TFN. Tax may be withheld from any dividend should you choose not to provide your TFIN.

Payment must be made in Australian currency and cheques must be drawn on an Australian bank or financial institution.
Cheques or bank drafts must be payable to Australis Mining Corporation Limited Share Applications Account and
crossed Not Negotiable.

Cheques not properly drawn may be rejected.

Cheques will generally be deposited on the day of receipt.

Forward your completed Application together with the Application Money to:
Australis Mining Corporation Limited Share Offer
c/o Axis Financial Group (Australia) Ltd, Level 25, 56 Pitt Street, Sydney, NSW 2000 OR
c/o0 Baker Young Stockbrokers Limited, Level 4, 81 Flinders Street, Adelaide, SA 5000
IMPORTANT NOTICE IFYOU OBTAINED AN ELECTRONIC COPY OF THE PROSPECTUS

This Prospectus expires 18 December 2005. The Corporations Act prohibits any person from passing on to another person the application form that was attached

to the electronic copy of the Prospectus unless the application form is attached to a complete and unaltered copy of the electronic Prospectus. You should read the
Prospectus before applying. Australis Mining Corporation Limited will send you, at no charge on request, a paper copy of the electronic Prospectus if you ask for one
during the offer period described in the Prospectus. If you apply for shares on the basis of the application form attached to the electronic Prospectus, you are deemed
to declare to Australis Mining Corporation Limited that you received personally the electronic Prospectus, or a print out of it, attached to the application form before
applying for shares. If you give another person access to this Application Form you must at the same time and by the same means give the other person access to the
Prospectus and any supplementary prospectus.

Name Standard Note that only legal entities are allowed to hold Shares. Applications must be in the name of a natural person or
natural persons, company or other legal entity acceptable to Australis Mining Corporation Limited. At least one full given name and the
surname is required for each natural person. The name of the beneficiary or any other non-registrable name may be included by way of

an account designation if completed exactly as described in the example of correct forms of registrable title below:

Type of Investor Correct Form of Registration Incorrect Form of Registration

Individual Use given names in full, not initials Mr John Alfred Smith JA Smith

Company Use the company’s full title, not abbreviations ~ ABC Pty Ltd ABC P/L  or ABC Co

Joint Holdings Mr Peter Robert Williams & Peter Robert &

Use full and complete names Ms Louise Susan Williams Louise S Williams

Trusts Mrs Susan Jane Smith Sue Smith Family Trust

Use the trustee(s) personal name(s). <Sue Smith Family A/C>

Deceased Estates Ms Jane Mary Smith & Estate of late John Smith

Use the executor(s) personal name(s). Mr Frank William Smith or
<Est John Smith A/C> John Smith Deceased

Minor (a person under the age of 18) Use the name of a ~ Mr John Alfred Smith Master Peter Smith

responsible adult with an appropriate designation. <Peter Smith A/C>

Partnerships Mr John Robert Smith & John Smith and Son

Use the partner’s personal names. <John Smith and Son A/C>

Long Names. Mr John William Alexander Mr John W A Robertson-Smith
Robertson-Smith

Clubs/Unincorporated Bodies/Business Names Mr Michael Peter Smith ABC Tennis Association

Use office bearer(s) personal name(s). <ABC Tennis Association A/C>

Superannuation Funds Jane Smith Pty Ltd Jane Smith Pty Ltd

Use the name of the trustee of the fund. <Super Fund A/C> Superannuation Fund
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