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MALACHITE RESOURCES LIMITED

ABN 86 075 613 268

NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given of the fourteenth Annual General Meeting of the Company

At: Mantra Chatswood,
10 Brown Street, Chatswood NSW 2067, Australia

On: Tuesday 23 November 2010 at 11.00 am




BUSINESS

1.

Financial Report — Year Ended 30 June 2010

To receive and consider the Financial Report of the Company and its controlled entities
and the reports of the Directors and the Auditor for the financial year ended 30 June 2010.

Advisory/Non-binding Vote on Remuneration Report

That the Remuneration Report (included in the Company’s Financial Report for the year
ended 30 June 2010) be adopted.

Re-election of Mr. Warren Staude as a Director

To re-elect, as a director of the Company, Mr. Warren Staude who retires in accordance
with the Constitution of the Company, and being eligible, offers himself for re-election.

Approval for the purpose of Listing Rule 11.1

That the Company’s acquisition of the entire share capital of Volga Elderberry, on the
terms set out in the Share Sale Agreement, and the consequential change in the scale of
the Company'’s activities, be approved for the purposes of Listing Rule 11.1.2, and for all
other purposes.

Voting exclusion statement for Resolution 4The Company will disregard any votes
cast on this Resolution by the Sellers, any other person who might obtain a benefit,
except a benefit solely in the capacity of a Shareholder, if this Resolution is passed and
any of their Associates. However, the Company need not disregard a vote if it is cast by a
person as a proxy for a person who is entitled to vote in accordance with the directions on
the proxy form or it is cast by the person chairing the meeting as proxy for a person who
is entitled to vote, in accordance with a direction on the proxy form to vote as the proxy
decides.

Approval for the purpose of Listing Rule 7.1

That, for the purpose of Listing Rule 7.1 and for all other purposes, the Company
approves and authorises the directors of the Company to issue:

(a) 350,000,000 fully paid ordinary shares in the Company at a deemed issue price of
$0.06; and
(b) the A Options and the B Options,

to the Sellers, and on the terms and conditions, set out in the Explanatory Memorandum
accompanying this Notice of Meeting as consideration for the Company’s acquisition of
the entire issued share capital of Volga Elderberry.

Voting exclusion statement for Resolution 5The Company will disregard any votes

cast on this Resolution by the Sellers and any of their Associates. However, the
Company need not disregard a vote if it is cast by a person as a proxy for a person who is
entitled to vote in accordance with the directions on the proxy form or it is cast by the
person chairing the meeting as proxy for a person who is entitled to vote, in accordance
with a direction on the proxy form to vote as the proxy decides.




ENTITLEMENT TO VOTE

In accordance with th€orporations Act 2001 (Cth) the board has determined that for the purposes of
the meeting, a person’s entitlement to vote at the meeting will be the entitlement of that person set out
in the Register of Members of the Company at 11.00 a@ilodovember, 2010Accordingly, share
transfers registered after that time will be disregarded in determining entitlements to attend and vote at
the meeting.

VOTING BY PROXY

. A shareholder entitled to attend and vote at the meeting is entitled to appoint not more than 2
proxies to attend and vote instead of the shareholder.

. Where 2 proxies are appointed the Proxy Form should specify the proportion, or the number of
votes that the proxy may exercise. If the Proxy Form does not specify the proportion or number
of the shareholder’s votes each proxy may exercise, each proxy may exercise half of the votes.

. A proxy need not be a shareholder of the Company. The proxy appointed may be described in
the Proxy Form by an office held, e.g. “the Chair of the Meeting”.

. Proxy Forms must be signed by a shareholders or the shareholder's attorney or, if the
shareholder is a corporation, must be under its common seal, or if it does not have one, by 2
directors or by a director and a company secretary, or if it is a proprietary company that has a
sole director who is also the company secretary, by that director, or under hand of its attorney
or duly authorised officer. If the Proxy Form is signed by a person who is not the registered
holder of shares in the Company (i.e. under power of attorney or other authorisation), then the
relevant authority (or a certified copy of such authority) must either have been exhibited
previously to the Company or be enclosed with the Proxy Form.

To be effective, duly completed Proxy Forms (duly completed and executed) must be:
. received by mail at:  Malachite Resources Limited
PO Box 5218
West Chatswood NSW 1515

. sent by fax to fax numbef02) 9411 6066 (+61 2 9411 6066 from overseas)
by 11.00 am on 21 November, 2010

ANNUAL REPORT
Malachite Resources Limited will now make annual reports available online for shareholders. The
default option for receiving annual reports is via the Company’s website rather than in hard copy. You

will not receive a hard copy unlegsu have requested a printed version.

The Annual Report for the Year Ending 30 June 2010 may be downloaded from the Company’s
website from the homepage: www.malachite.com.au

or by accessing the following link:
http://www.malachite.com.au/pdf/annual/MAR2010AnrRebort. pdf

By Order of the Board

Andrew J Cooke
Company Secretary
15 October 2010




EXPLANATORY MEMORANDUM
TO NOTICE OF ANNUAL GENERAL MEETING

Resolution 1.

Financial Report — Year Ended 30 June 2010

The Corporations Actequires the financial report (which includes the financial statements and the
Directors’ declaration), the Directors’ report and the Auditor's report to be laid before the AGM.
There is no requirement either in the Corporations Act or in the Constitution of the Company for
Shareholders to approve the financial report, the Directors’ report or the Auditor’s report.

This item of business provides Shareholders with an opportunity to ask questions concerning or make
comments on the Company'’s financial statements and reports for the year ended 30 June 2010 and the
Company’s performance generally.

A representative of the Auditor will be attending the Annual General Meeting.

As a Shareholder, you are entitled to submit a written question to the Auditor prior to the Annual
General Meeting provided that the question relates to:

. the content of the Auditor’s report; or
. the conduct of the audit in relation to the Financial Report.

All written questions must be received by the Company no later 1bahovember 2010. All
questions must be sent to the Company and may not be sent direct to the Auditor. The Company will
then forward all questions to the Auditor.

The Auditor will answer written questions submitted prior to the AGM.

The Auditor will also answer questions at the meeting from Shareholders relevant to:

. the conduct of the audit;

. the preparation and content of the Auditor’s report;

. the accounting policies adopted by the Company in relation to the preparation of the
financial statements; and

. the independence of the Auditor in relation to the conduct of the audit.

Resolution 2.

Advisory/Non-binding Vote on Remuneration Report

The Directors’ report for the year ended 30 June 2010 contains a Remuneration Report which sets out
the policy on remuneration of the Directors of the Company and specified executives of the Company.

The Corporations Act requires that a resolution be put to the vote that the Remuneration Report be
adopted. The Corporations Act expressly provides that the vote is advisory and does not bind the
Directors of the Company.

Shareholders attending the AGM will be given a reasonable opportunity to ask questions about, or
make comments on, the Remuneration Report.




Resolution 3.
Re-election of Mr. Warren Staude as a Director

Warren Staude has over 40 years professional experience in the mining, exploration and resource
finance industries. He has worked in Government, in industry, as a private consultant and on the
academic staff at Macquarie University. Warren spent a number of years with the AMP Society's
resource investment team, where he was involved in evaluating the operational and financial
performance of numerous resource operations. Warren also spent some time in the stockbroking
industry, before joining GIO Australia Asset Management, where he managed GIO's listed and direct
resource equity investments in Australia and internationally. Warren is currently a non-executive
director of Central West Gold NL, Frontier Resources Limited, Eagle Eye Metals Ltd, Excelsior Gold
Ltd, Aphrodite Gold Ltd and Stonehenge Metals Ltd, all ASX-listed companies. In the past three years
he was also a director of Seafloor Resources Limited and Appgas Limited. Warren is a graduate of
University of Sydney (BSc), Macquarie University (MSc) and holds a Graduate Diploma from the
Securities Institute of Australia. He is also a member of the Joint Ore Reserves Committee and the
Valmin Committee.

Resolutions 4 and 5.
Approval for the purpose of Listing Rules 11.1 and 7.1
1. Introduction

1.1 On 29 September 2010, the Company announced to the ASX that it had entered into a
conditional Share Sale Agreement with the Sellers of Volga Elderberry, which is
currently the sole owner of the Lorena Gold Project, located near Cloncurry in northwest
Queensland.

1.2 Pursuant to the Share Sale Agreement, and subject to the satisfaction of a number of
conditions precedent, the Company has agreed to acquire all of the issued share capital of
Volga Elderberry from the Sellers who constitute all of the members of Volga Elderberry.
The terms of the Share Sale Agreement are summarised in section 12 of this Explanatory
Memorandum.

1.3 After completion of the Share Sale Agreement, the Company will invite the Sellers to
nominate two of their number for appointment to the Company’s Board. The Company
understands that the Sellers intend to nominate Messrs Joel Bidois and James Dean for
appointment to the Company’s Board. Mr Bidois controls the Seller, 4TK Pty Ltd ACN
112 175 158 and Mr Dean controls the Seller, AGIO Capital Corporation Limited (NZ
Company No. 1805740).

1.4 Joel Bidois (Non Executive Director)

Mr Bidois is the founder and current Managing Director of VEPL. Mr Bidois has been
involved in the resource sector since the early 1990's and was the founder of IMT
Holdings Limited, an ASX listed company specialising in mining and processing
industrial minerals. Mr Bidois became a director of a Chinese State Company in 2002 and
was overseer of the technical development and construction of a value adding mineral
processing factory in Kunming China. In 2001 Mr Bidois was the key driving force
behind IMT being granted the worldwide exclusive rights for a CSIRO Water
Remediation technology which is still being manufactured through the factory Mr Bidois
established in 2002.

James Dean (Non Executive Director)

James Dean has 25 years experience as a tactical strategist for practical solutions to
financing and collaborative outcomes for commercial transactions. His experience
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includes seed, mezzanine, equity and traditional banking solutions applied to the arenas
of property development, mining, construction equipment, biotech and film. His
experience has been acquired on a global stage with extensive experience in Asia,
America and Europe as well as in his homeland of Australia. James is an early stage
investor in the Lorena Gold Mine and will bring a sound understanding of this project to
the Board of Malachite, along with his financing skills.

The Directors consider that the Share Sale Agreement is on terms that would be
reasonable in the circumstances if the Company and the Sellers (including 4TK Pty Ltd
ACN 112 175 158 and AGIO Capital Corporation Limited (NZ Company No. 1805740))
were dealing at arm’s length.

As noted below, the major asset the Company will acquire as a result of purchasing all
the issued shares in Volga Elderberry is its investment in the Lorena Gold Project.

A key condition precedent that must be satisfied before the contemplated transaction can
be completed is the approval of the Shareholders. This item has therefore been included
in the business of the Annual General Meeting to provide the opportunity for the
Shareholders to consider, and if thought fit, approve the Volga Elderberry transaction for
the purposes of Listing Rules 11.1 and 7.1.

A general description of the Lorena Gold Project and a summary of the terms of the
proposed transaction are provided below and can also be found, with colour illustrations,
in the ASX Announcement released by the Company on 29 September 2010.

Also provided as part of this Notice of Meeting is a report on Lorena Gold Project
prepared by the Company’s technical advisor, BDA.

Recommendation

Resolutions 4 and 5 must both be approved by the Shareholders for the acquisition by the
Company of all the issued shares in Volga Elderberry to proceed.

The Directors of the Company believe that the acquisition of the Lorena Gold Project, by
acquiring all the shares of Volga Elderberry, represents an outstanding business
opportunity for the Company and is good value for the Shareholders, as it will open the
way for the Company to generate cash flow in the near term and to become a significant
Australian mining company over the next few years.

The Directors unanimously recommend that the Shareholders approve the acquisition of
Volga Elderberry and with it the Lorena Gold Project for the purposes of Listing Rule
11.1 and the consequent issue of shares and options to the Sellers for the purposes of
Listing Rule 7.1.

About Volga Elderberry

Volga Elderberry is a proprietary company limited by shares that owns tenements at
Lorena referred to below as well as additional tenements at Volga, Mt Lidster and Mt
Cobalt, also in the northwest Queensland region. The Company has previously explored
at Volga and Mt Lidster, in joint venture with Volga Elderberry. Under the terms of the
acquisition under the Share Sale Agreement, all but the Lorena tenements will be excised
from Volga Elderberry’'s assets, leaving only the Lorena Gold Project and its associated
assets, allowing the Company to concentrate its efforts at Lorena.

About the Lorena Gold Project

The Lorena gold deposit is situated about 15km east of Cloncurry in northwest
Queensland and only about 2km from the Flinders Highway, near its junction with the
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Landsborough Highway. The project lies within one granted Mining Lease, on which the
known deposit is located, and five adjoining Mining Lease Applications, grant of which
is a condition precedent to the completion of the acquisition of VVolga Elderberry.

Together the Mining Lease and Mining Lease Applications cover approximately®2.5km
The tenement package also includes the EPMAs in the Lorena vicinity that cover
approximately 16kfm The Mining Lease / Mining Lease Applications are situated on a
pastoral lease owned by BHP Billiton, whose rail siding/load-out facility for concentrates
from the Cannington Silver Mine is located about 2km to the south of the Lorena mine.

A land access agreement between Volga Elderberry and BHP Billiton has already been
entered into and native title and aboriginal cultural heritage requirements have been met.

Drilling by the current and previous owners has intersected high grade gold
mineralisation in several lodes that are exposed in a small open pit dating from the 1990s.

The best mineralisation found so far is contained within A Lode that strikes SSE and is
intersected by B Lode, striking WNW, within the existing pit. Sampling and assaying by
the Company during its due diligence technical appraisal returned a number of high to
very high grade gold assays for exposures of these and other lodes in the existing pit. For
example, continuous rock chip sampling by the Company across an incomplete exposure
of A Lode in the bottom of the pit (beneath a shotcreted pit wall) delineated a zone
averaging 29.9g/t Au over 10.9m true width. Included within this, on the footwall side, is

a very high grade gold zone comprising 4.6m @ 69.2g/t Au; this zone is open to the north
(i.e. further into the unexposed footwall). On the hanging wall side there is a copper-gold
zone comprising 3.8m @ 1.34% Cu and 1.39g/t Au, which is open to the south (i.e.
further into the unsampled hanging wall).

Some excellent gold intersections have been recorded in recent diamond drilling by
Volga Elderberry, including 26.2m (true width 13m) @ 21.1g/t Au. As part of its due
diligence investigations, the Company completed four reverse circulation percussion drill
holes at Lorena. These holes were drilled in part as a check of existing holes and in part
to ascertain ore continuity down dip and along strike. The two check holes satisfactorily
matched previous results, while the other two holes, drilled along strike to the southeast
of Volga Elderberry’'s LDD14, reported relatively weak gold mineralisation but
intersected stronger than expected copper mineralisation, with associated gold.

Preliminary conceptual modelling of the deposit indicates that most of the known gold
mineralisation can be mined by open pit with attractive operating parameters.
Metallurgical test work carried out by Volga Elderberry has found that the gold is
amenable to better than 80% recovery by treatment on-site using a combination of
flotation and cyanidation. Some of the high grade material may be amenable to simple
gravity concentration on site and then sale as direct shipping ore.

History

The Lorena Gold Project was discovered in the early 1980s by a prospector and a small
open pit was developed, extending around 130m east-west and to a depth of
approximately 20 metres. Parcels of high grade ore were direct-shipped for toll treatment
to various sites, including the Selwyn CIL plant some 120km south and Ravenswood CIL
plant some 750km east of Lorena.

Historical records show the treatment of around 18,000t at a grade of approximately 17g/t
Au and recovery of approximately 8,0000zs. A small heap leach operation was also
established on site to treat the lower grade ore. The Lorena property was explored by
Cyprus and Amalg prior to 2000. Volga Elderberry acquired the Lorena Gold Project in
2009 and since then has spent a considerable sum in environmental remediation, safety
management, site infrastructure and diamond drilling.
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Geology and Exploration

There have been three phases of exploration drilling to date: 52 reverse circulation
percussion holes were drilled by Cyprus and Amalg prior to 2000 and 13 diamond core
holes have been drilled by Volga Elderberry in more recent times. Rock chip and soil
geochemistry has also been undertaken by previous explorers in parts of the area covered
by the Mining Lease Applications.

The mineralisation at Lorena is contained within siltstones and meta-volcanics of the
Toole Creek Volcanics, part of the Proterozoic Soldiers Cap Group, just to the north of
their contact with the older Corella Formation calcareous meta-sedimentary rocks and
breccias. Mineralisation is developed within steeply south-dipping shear zones, up to
12m wide that strike east-west and northwest-southeast within the Mining Lease. The
shear zones comprise sedimentary units, breccias and fault gouge with quartz-carbonate-
sulphide pods. These sulphide-rich pods contain arsenopyrite, pyrite, pyrrhotite,
chalcopyrite and bismuthinite. There is a strong but not exclusive association between
gold and arsenopyrite, although the highest grades of gold do correlate well with
abundant arsenopyrite. Minor copper mineralisation, as chalcopyrite, occurs within the
main gold zones and much stronger copper mineralisation is also present in what may be
separate, sub-parallel structures that also carry some gold.

No exploration has been carried out by Volga Elderberry on the ground covered by the
Mining Lease Applications, pending grant of title, but the historic information clearly
indicates excellent exploration potential in this area, with highly anomalous gold in soil
and rock chip samples.

Resource Estimation

Resource estimates have been carried out in the past by both Cyprus and Amalg, and
more recently by Volga Elderberry. Volga Elderberry’s resource estimate was assessed
and reviewed by their independent consultanfThe Volga Elderberry estimate used a

2D section-based model and comprises a measured resource, for ‘A Lode’ only, totalling
177,800 tonnes @ 9.8g/t Au, for approximately 56,000 ounces of contained gold. An
additional inferred resource of 95,000 tonnes grading 7.2g/t Au, for approximately 22,000
ounces of contained gold, has been estimated by Volga Elderberry for ‘B Lode’.

The Company'’s technical advisor, BDA, has reviewed these estimates and believes them
to be reasonable, although BDA have suggested that some of the ‘A Lode’ resource
might be better categorised as ‘indicated’ rather than ‘measured’. There is strong
evidence that both resource blocks are open along strike and at depth and future drilling
will target these potential extensions. Further detail from the BDA Report is set out

below.

! The information in this report that relates to Exploration Results is based on information compiled by Dr Garry
Lowder and Mr Michael Donnelly, who are full time employees of the Company and are respectively a Fellow and
a Member of the Australasian Institute of Mining and Metallurgy. Dr Lowder and Mr Donnelly have sufficient
experience which is relevant to the style of mineralisation and type of deposits under consideration and to the
activities which they are undertaking to qualify as Competent Persons as defined in the 2004 Edition of the
‘Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves.” Dr Lowder and
Mr Donnelly consent to the inclusion in this report of the matters based on their information in the form and
context in which it appears.

The information in this report that relates to Mineral Resources is based on information compiled by Dr Keith W.
Hannan, who is a Member of the Australian Institute of Geoscientists and an independent consulting geologist,
operating under the trading name Geochem Pacific Pty. Limited. Dr Hannan has sufficient experience which is
relevant to the style of mineralisation and type of deposit under consideration and to the activity which he is
undertaking to qualify as a Competent Person as defined in the 2004 Edition of the ‘Australasian Code for
Reporting of Exploration Results, Mineral Resources and Ore Reserves.” Dr Hannan consents to the inclusion in
this report of the matters based on his information in the form and context in which it appears.




BDA Report

The BDA Report included here is an abbreviated version of a more detailed technical
report prepared by BDA for the Company's Board as part of the Company's due
diligence investigations of the Lorena Gold Project. The BDA Report describes the
project, summarises the key findings of the BDA investigation, identifies the merits and
risks attaching to the project and provides a range of potential values that can be ascribed
to the Lorena Gold Project.




BEHRE Level 9, 80 Mount Street
DOLBEAR North Sydney, NSW 2060
AUSTRALIA Australia

Tel: 612 9954 4988
i Fax: 612 9929 2549
Minerals Industry Consultants Email: bdaus@bigpond.com

ACN No. 065 713 724

27 September 2010

The Directors

Malachite Resources Limited
Level 15, Tower B

799 Pacific Highway
CHATSWOOD NSW 2067

Dear Sirs

INDEPENDENT DUE DILIGENCE REPORT AND VALUATION
LORENA GOLD PROJECT - NORTHWEST QUEENSLAND
BEHRE DOLBEAR AUSTRALIA PTY LIMITED
SUMMARY REPORT

1.0 INTRODUCTION

In July 2010, Malachite Resources Ltd (“Malachite” or “the Company”) requested that Behre Dolbear Australia
Pty Limited (“BDA") undertake an independent due diligence technical review of the Lorena gold project in
northwest Queensland. At that time Malachite was considering a transaction which would involve the
acquisition of the Lorena gold project, then owned by a private company, Volga Elderberry Pty Limited
(“VEPL™), by the issue of shares to VEPL. The acquisition would be subject to various conditions precedent,
including satisfactory due diligence, the granting of various mining lease applications and the approval of
Malachite shareholders. This report comprises a summary of a more detailed report provided to the Directors of
Malachite on 17 September 2010.

The Lorena gold project is located in the northwest of Queensland, approximately 14 kilometres (“km”) east of
Cloncurry (Figure 1). The area surrounding the mine is known as the Pumpkin Gully goldfield, and was a
significant alluvial goldfield in the 1890s. While most of the gold produced was alluvial, some hard rock mining
was carried out, but the Lorena deposit was not discovered until the 1980s by a prospector, Neil Lucas.

The project is situated on a low ridge between Pumpkin Gully and Fisher Creek, within siltstones and volcanics
of the Toole Creek Volcanics (“TCV”) part of the Proterozoic Soldiers Cap Group and just north of the contact
of the TCV with the older Corella Formation calcareous metasedimentary rocks and breccias.

A small open pit was developed extending east-west around 130 metres (“m”) to a depth of approximately 20m.
Parcels of high grade ore were direct shipped for toll treatment to various sites including the Selwyn carbon-in-
leach (“CIL") plant some 120km south and the Ravenswood CIL plant some 750km east of Lorena. Historical
records show the treatment of around 18,000 tonnes (“t”) at a grade of approximately 17 grams per tonne gold
(“g/t Au”) and recovery of approximately 8,000 ounces (“0zs”). A small heap leach operation was also
established on site to treat the lower grade ore.

The project has been explored by Cyprus Gold Australia Corp. (“Cyprus”) and Amalg Resources Pty Limited
(“Amalg”), and around 50 reverse circulation (“RC") holes were drilled. VEPL has drilled an additional 13
diamond drill holes. The drilling indicates a steeply south dipping zone or zones of mineralisation (Figure 2).
Two principal lodes have been identified, lode B, which strikes approximately east-west and is exposed in the
west of the pit, and lode A, which strikes northwest-southeast and is the major lode on which the pit has been
developed. Lode A appears to cut, or be cut by, lode B; both lodes are developed along zones of shearing up to
12m wide. The shear zones comprise sedimentary units, breccias and fault gouge with quartz-carbonate-
sulphide pods. These sulphide-rich pods contain arsenopyrite, pyrite, pyrrhotite, chalcopyrite and bismuthinite
and can be rich in gold. There is a strong association between gold and arsenopyrite.

Denver New York Toronto London Guadalagjara Santiago Sydney
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The current Mining Lease (“ML") 7147 is restricted in size (8.05 hectares or “ha”) which limits the scale of any
potential operation, and is too small to allow appropriate layout of a plant site, waste dumps and tailings storage
facility (“TSF”). However, VEPL has pegged and applied for five surrounding mining lease applications
(“"MLAs") 90192-90196, each ranging from 22ha to a maximum of 50ha and covering a strike extent of
approximately 1.6km. If granted these tenements would increase the lease area to approximately 2.4 square
kilometres. VEPL has also applied for an Exploration Permit for Minerals over the surrounding area (EPMA
18307). However a competing application has also been lodged for this same area.

Malachite requested BDA to undertake a technical due diligence of the Lorena project and prepare a report for
consideration by Malachite directors in the context of the potential transaction with VEPL. BDA is the
Australian subsidiary of Behre Dolbear & Company Inc., an international minerals industry consulting group
which has operated continuously in North America and worldwide since 1911. BDA specialises in technical due
diligence, advisory and review work for companies and financial institutions on mining and processing projects
and has been involved in numerous mining-related studies, valuations, prospectuses and Independent Engineer
assignments in recent years.

The sole purpose of this BDA Summary report is to provide information for use by shareholders of Malachite in
considering whether to approve the proposed acquisition. Neither the whole nor any part of this report nor any
reference thereto may be included in or with or attached to any document or used for any other purpose, without
BDA'’s written consent to the form and context in which it appears.

2.0 TECHNICAL SUMMARY
A dot point summary of the main issues identified by BDA is given below.

. The Lorena deposit is an east-west to northwest-southeast striking, steeply south-dipping lode, with pods
of high grade gold-sulphide (arsenopyrite, pyrrhotite, pyrite, chalcopyrite, bismuthinite) occurring within
a zone of shearing. Two principal lodes have been identified, Lode A which has been the principal focus
of open pit mining to date and Lode B which is less well defined and may continue along strike to the
west.

. The lodes have been drilled by RC and diamond drilling to a depth of around 100m, generally along 25m
sections but with 12.5m spacing in part and 50m spacing to the west; however, drill orientations have
been variable and due to the poddy nature of the intersections, the mineralisation distribution is still open
to some interpretation. The current resource estimate is based on the interpretation of four separate sub-
lodes within Lode A.

. Previous historical resource estimates have been carried out by Cyprus and Amalg. A high grade
sectional resource estimate, for A Lode only, has been carried out on behalf of VEPL at a 1g/t Au cut off
and 50g/t Au upper cut. Geochem Pacific Pty Limited (“Geopac”) reviewed the previous resource
estimate carried out for VEPL and recalculated the tonnages using a higher density factor (3.3 instead of
2.5). Geopac also made an estimate of the B Lode resource and of discontinuous mineralisation in the
hanging wall of A Lode.

. The results of the Geopac resource estimates may be summarised as follows:
Lode Category Tonnes Grade (g/t Au) Contained Gold (Ozs)
A Lode Measured 177,800 9.8 56,000
B Lode + H/W Inferred 95,000 7.2 22,000

Given the variability of the grade distribution and the presence of bonanza grades, BDA considers it
prudent to apply a top cut and the 50g/t Au cut applied in estimating the quoted resource appears
reasonable. ldeally density measurements should be made systematically on every interval of core
assayed; however, BDA agrees that the value of 3.3 used by Geopac for the sulphidic ore zones is
probably reasonable.

. A preliminary mine plan was prepared for Malachite by its consultant mining engineer, Crosscut Consulting,
using Whittle 4X optimisation software. It was based on a potential open pit with approximately 137,000t of ore
at 8.9g/t Au containing 39,0000zs gold with a strip ratio of 23:1. Crosscut prepared a block model based on the
four defined ‘high grade’ zones using average grades for each zone. The mining rate proposed is around 1 million
tonnes per annum (“Mtpa”) of waste and around 50,000tpa of ore.

. BDA considers that an open pit approach to mining the deposit is appropriate. The parameters used by Crosscut
in the optimisation analysis are considered reasonable although some costs were adjusted for BDA’s valuation.
The high strip ratio is a concern given some of the uncertainties around the resource, but can be justified in terms
of the ore grade.
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. No geotechnical assessment has been carried out, but BDA has reviewed the core at site and considers the
hanging wall and footwall rocks to be reasonably competent. Crosscut applied an overall 40° slope angle
to the open pit which incorporated the haul road. The upper part of the pit will be in weathered material
and there is some structure around the deposit which would necessitate a conservative approach to slope
design. BDA does not consider there are any significant concerns about the geotechnical aspects of the
project but more detailed review of structures and geotechnical assessment of the pit design will be
required for final design.

. The mining costs presented in the various reports range between A$3.00-3.50/t mined with A$10/t
estimated for ore mining in one report, based on more selective mining and grade control. Close grade
control will be required to ensure dilution is minimised, which will incur extra cost above the mining of
waste, although BDA recognises that some of the contacts will be visual. BDA considers a mining cost
of A$10.00/t of ore and a waste mining cost of A$3.00/t appropriate for valuation purposes.

. Preliminary metallurgical testwork has been carried out which indicates that the Lorena ore is relatively
refractory, with gold extraction by cyanide leaching limited to 55-73% on the single composite tested to
date. VEPL's consultant metallurgist has tested a flowsheet utilising flotation of sulphides from the ore,
regrind of the sulphide flotation concentrate to 38 microns (“um”) and leaching of the reground
concentrate and the flotation tailings. Gold extraction via this route on the high grade composite tested
has been in the range of 85-86%.

. A flowsheet including the following stages has been proposed: two or three stage crushing, ball milling to
80% finer than 75um, sulphide flotation, regrind of the flotation concentrate to finer than 38um,
intensive cyanide leaching of the reground flotation concentrate, and electrowinning of gold from the
leach pregnant solution. The flowsheet has only been conceptually defined and further testwork may
prompt some modifications. It was considered that cyanide leaching of the tailings could not be justified
given the increased capital cost; omission of a tailings cyanide leach reduces gold recovery by about 4-
6% on the sample tested.

. VEPL's metallurgical consultant produced preliminary capital and operating cost estimates for a
100,000tpa processing plant; BDA has adjusted these estimates for a plant capacity of 50,000tpa so as to
match the mining study carried out by Crosscut Consulting.

. Process operating costs for a 100,000tpa operation were estimated at approximately A$61/t milled using
accepted methodology. Potential exists for a reduction in cyanide consumption by removing reactive
pyrrhotite from the leach feed by magnetic separation. BDA estimates that this could reduce process
operating costs to around A$55/t milled. At the base case model throughput of 50,000tpa, BDA estimates
that these costs would increase to around A$67/t milled. For the same model administration costs have
been estimated at A$7.50/t milled, or A$375,000 per annum.

. The project is well located close to the Flinders Highway and 14km from the regional town of Cloncurry.
However, power will need to be generated at site as there is no spare capacity within the local Cloncurry
grid.

. The project will need to establish a source of water for the treatment plant. An initial hydrological study

carried out by Environmental Hydrology Associates Pty Ltd (“EHA") has identified potential sources of
ground water that can be further explored. The EHA-proposed groundwater development and exploration
programme was estimated to cost around A$1.2M.

. The Lorena project has been valued by BDA using a discounted cashflow model that assumes gold
production of 12,5000zs per annum. The model looks at various scenarios in regard to mineable reserves
at Lorena and has produced a range of values based on different reserve figures and different gold prices.
At current gold prices and based on an open pit recovering only part of the resource in A Lode (and none
of B Lode), a value of $3.4 million is derived as a ‘most likely’ scenario. Doubling of the recoverable
reserves, however, increases the ‘most likely’ value at current gold prices to A$14.7M.

. BDA believes there is good potential to increase the mineable reserves at Lorena and that a 100%
increase in reserves is quite feasible.

. These valuations do not take account of the “business opportunity cost” that Malachite may assign to the
project, nor has BDA valued the fixed assets and infrastructure items on site at Lorena.
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2.0 DETAILS OF KEY FINDINGS BY BDA

BDA visited the Lorena site in August 2010 and viewed the open pit exposures, the Malachite RC drilling
programme which was then in progress, the VEPL diamond drill cores and the geological exposures along strike.
BDA has reviewed the Lorena resource estimate prepared for VEPL in February 2008, the revised estimates
undertaken by Dr Keith Hannan of Geochem Pacific Pty Limited (“Geopac”), VEPL's consulting geologist,
metallurgical testwork undertaken for VEPL by Metcon Laboratories (“Metcon”) and supervised by VEPL's
consultant metallurgist, and a Preliminary Open Pit Investigation into a potential open pit development
undertaken in June 2010 by Crosscut Consulting Pty Limited (“Crosscut”) for Malachite.

2.1  Mineral Resources

BDA considers the sectional estimates prepared for Lorena provide a reasonable guide to the tonnage and grade
of in-situ mineralisation. This work has identified four principal lodes and interpreted these on section with
modest projections up and down dip and along strike. A broader low grade envelope has also been interpreted.
In practice the mineralisation is likely to be poddy and highly variable over relatively short distances. Some of
the high grade pods intersected by the drilling will not extend as far as projected, but equally high grade pods are
likely to exist adjacent to some of the lower grade intersections. Overall there is no evidence of unreasonable
bias in the data or the estimation process and procedures and BDA considers the estimates to be reasonable.

As part of its due diligence investigations, Malachite completed a four-hole RC drill programme. The last
diamond hole drilled by VEPL (LDD 14) intersected a substantial thickness of high grade mineralisation (26.2m
at 21.1g/t Au from a depth of 39m). LDD 14 was steeply inclined and it would appear that the true thickness of
the intersection is about half of the intersected width; nevertheless LDD 14 was also the most southeasterly hole
drilled, raising the question of whether the mineralisation strengthened to the southeast. Two of Malachite’s RC
holes were drilled to offset this hole; the mineralised zone was intersected but with much lower grades and
thickness, the best intersection being 10m at 1.56g/t Au and 1.39% Cu in LMRC 53. There was no indication of
a systematic increase in grade or thickness to the southeast, indeed the Malachite hole drilled at an angle to
intersect further to the southeast (LMRC 54) intersected only weak gold mineralisation (2m at 0.48g/t Au and
1.41% Cu). BDA considers that these results are largely a commentary on the poddy nature of the mineralisation
rather than casting doubt on LDD 14. BDA has reviewed the LDD 14 drill core and there are massive zones of
arsenopyrite corresponding with the high gold values.

Malachite drilled two further RC holes to check on RC intersections further west. In both cases significant
intersections were obtained (LMRC 55 - 7m at 9.3g/t Au and LMRC 56 - 9m at 5.2g/t Au), generally comparable
to the intersections to be offset.

BDA's opinion is that a few strategic holes are likely to give variable results because of the poddy nature of the
mineralisation and that what is required is a comprehensive grid drilling programme.

The potential to the east and southeast of the current pit is limited by the lease boundary. To the west there are
surface outcrops which appear gossaniferous and which could potentially represent extensions of Lode B.
Follow up work on potential extensions, both within ML7147 and within the area of the MLAs when granted is
certainly warranted. While Lode B is generally less well mineralised than Lode A, it is still an economic target.

It should be noted that the Lode B intersections have been included in the Inferred resource statement prepared
by Dr Hannan. The lodes remain open down dip; whilst the down dip open pit potential may be limited by the
eastern boundary, the relatively thin zone and the resultant stripping ratios, the Lorena grades would justify
underground extraction, provided reasonably continuity could be established. BDA notes that at a lower cut off
there is a significant low grade halo; however, the 1g/t cut off applied to the high grade resource estimate is
probably a reasonable guide to the cut off grade for a small open pit operation.

2.2 Metallurgy

The metallurgical testwork carried out to date is of a satisfactory standard. The work plan carried out has been
reasonable, based on the results as they emerged. The results are internally consistent and the general trends are
plausible, although the conclusions should be viewed as tentative in view of the fact that only a single composite
obtained from only two drill holes has been tested.

Based on the testwork, the flowsheet proposed is a reasonable option, although leaching of the flotation tailing
would normally be seriously considered. This process is likely to have been omitted due to doubts whether the
capital cost of the additional plant could be recovered in the current short life of the project. BDA notes that the
flowsheet proposed may well be changed as additional testwork is carried out. The flowsheet cannot be
considered complete; the method by which a pregnant leach solution would be produced from the leached
concentrate has not been finalised.

The high level of sulphide minerals in the ore makes the project more difficult to implement. It is likely that the
tailings storage facility will require lining with plastic and the high arsenopyrite level will require measures to be
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taken both to avoid ingestion by employees and to avoid discharge to the environment. BDA does not believe
that levels of bismuth of approximately 500ppm, as in the sample tested, are an issue.

The presence of chalcopyrite will result in increased cyanide consumption. It is unlikely that a saleable copper
concentrate could be produced from the high grade gold ore and the levels of arsenic in the gold-rich ore could
make the production of a copper concentrate containing less than 0.5% As (the normal marketing cut off)
relatively difficult. However, it is noted that there is evidence that the greater part of the copper mineralisation
may be physically separated from the high arsenic gold ore, making recovery and production of a clean copper
concentrate more feasible.

The plant design cannot be considered final due to the preliminary nature of the testwork and the capital and
operating cost estimates. However, BDA does not consider that there are fatal flaws in the metallurgy, although
it should be noted that the relatively complex process requires relatively high capital and operating costs which,
when combined with other costs, may prove difficult to recover unless further exploration increases the resource
size significantly.

2.3 Mining

The proposed open pit extension of the current pit at Lorena is considered a reasonable first step in developing
the project, and this is particularly true if near surface extensions are defined to the west. The parameters used in
the preliminary pit optimisation analysis are considered appropriate. With increasing depth the stripping ratio
will eventually become uneconomic (and the eastern tenement boundary will become a constraint) but an
average grade of 9g/t Au at current prices will support a significant stripping ratio. However, studies should be
undertaken to determine at what point underground mining (assuming continuity of the lodes in depth) would
become more economic. Given the poddy and variable nature of the ore, recovery by open pit would be more
certain and detailed bench mapping would increase understanding and facilitate an eventual progression to
underground.

The ore lodes are located within a shear structure and ground conditions within the shear are generally poor.
This will be material to any underground mining plans but has little impact on the open pit design as the shear
largely intersects the east and west pit walls at right angles. The A lode shear if it continues to the north could
give some stability issues on the north wall. However, the pit as currently proposed is relatively shallow and
much of the wall is likely to be in competent dolerite/metabasalt which occurs both to the north and south of the
lode. No detailed geotechnical or hydrological studies have been undertaken and this will be necessary prior to
finalising the pit design.  No significant ground water issues have been identified. Waste rock characterisation
needs to be undertaken to ensure there are no significant potential acid forming minerals in the waste rocks
which could impact on waste dump procedures.

The project has significant environmental issues to be considered, with sulphide-rich ore with high levels of
arsenic and bismuth resulting in requirements to securely store and encapsulate the tailings and the need to
manage any potential acid forming (“PAF”) waste rock.

. While VEPL has undertaken a substantial clean-up of the site, prior to a new project commencing a
review of the former leach dumps and waste dumps will be required together with a reorganisation of site
drainage to ensure that no contaminated waters escape off site and impact on the local drainage systems.

. For valuation purposes, plant construction and infrastructure capital costs were assumed at A$14.25M,
including an estimated A$2M for the cost of mine closure. No mining equipment is allowed for as it is
assumed a mining contractor will be used with appropriate mobilisation costs included in the pre-mining
capital cost.

. The operating costs for mining, processing and administration total A$21.0M (A$153/t). The overall unit
cost of gold incorporated in the BDA model is approximately A$718/0z including Queensland Royalty.

2.4  Valuation Assessment

Malachite has requested that BDA undertake a valuation assessment of the Lorena project. BDA has undertaken
a valuation of the Lorena project in accordance with the Code for the Technical Assessment and Valuation of
Mineral and Petroleum Assets and Securities for Independent Expert Reports (“the Valmin Code”) as issued in
1995 and updated in 2005. While there is a significant level of uncertainty surrounding many of the project
assumptions, nevertheless BDA considers that a discounted cashflow approach provides a useful guide to the
potential value of the project. The future development potential of the project has been assessed by constructing
a discounted cash flow model based largely on development parameters derived from Crosscut’s Preliminary
Open Pit Investigation, modified where appropriate. The study is of scoping study level and there are potentially
significant variations that could occur modifying a number of the assumptions.
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Perhaps the major potential variation relates to the ultimate mineable reserve tonnage and grade. BDA considers
there is significant potential for an increase in the reserve tonnage through depth and strike extensions. BDA has
tested the impact of such extensions by reviewing two upside cases where the reserve tonnage is increased by
50% and 100%. While there is no guarantee that either of these scenarios will result, BDA considers that these
are the principal variables that the shareholders of Malachite need to consider in their assessment of the potential
acquisition.

BDA has reviewed the various capital and operating cost assumptions and grade and recovery assumptions and
generally adopted a relatively conservative view. These assumptions have then been tested by way of sensitivity
studies, examining the impact of, typically, a 10% increase or decrease in the parameter. The average of the
pessimistic and optimistic sensitivities has been adopted as an indicative ‘Low’ and ‘High’ range around the
‘Most Likely’ value (see Table below). BDA has undertaken the valuation based on a gold price of
US$1,100/0z, being the average price over the last 12 months. Malachite has requested that BDA also determine
the valuation range using a gold price of US$1,230/0z, which is closer to current prices.

Summary of Valuation Ranges for the Lorena Gold Project

Method/Approach Valuation Range (A$M)

Low Most Likely High
Gold Price at US$1,100/0z
NPV Valuation - open pit development as planned 0 1.0 3.0
NPV Valuation - 50% increase in mineable reserve 0.6 4.5 8.4
NPV Valuation - 100% increase in mineable reserve 4.2 9.0 13.8
Gold Price at US$1,230/0z
NPV Valuation - open pit development as planned 0.2 34 6.5
NPV Valuation - 50% increase in mineable reserve 4.9 9.0 13.1
NPV Valuation - 100% increase in mineable reserve 9.7 14.7 19.8

Note - NPVs assessed on a pre-tax basis

The fair market value of a property as stated in the Valmin Code is the amount a willing buyer would pay a
willing seller in an arms length transaction, wherein each party acted knowledgeably, prudently and without
compulsion. BDA has not attempted to define within the range of values presented the ‘fair market value’ of the
project; rather the range of figures and discussion are presented to allow the shareholders of Malachite to reach
their own conclusions in consideration of the proposed transaction.

From the current drilling it appears that the deposit remains open at depth and along strike. BDA considers that
there is a reasonable probability of further drilling defining an extension of the resource, and, based on the
current indicated grades, that such extensions are likely to be mineable. The potential for extensions to the
southeast is limited by the tenement boundaries, but there is good potential for extension down dip and to the
west. BDA notes that the high grade resource estimate was based only on Lode A and no values were ascribed
to Lode B. The ultimate size of such extensions at this stage is conjectural, but BDA considers that the 50% and
100% cases are not unreasonable.

Value in terms of an exploration company can to a significant extent be influenced by market perception. The
perception that Malachite is moving more aggressively from the role of explorer to a potential producer, may add
value, even though the deposit as presently defined is small. The move to a base in a highly prospective area
such as Cloncurry, may also be favourably received.

BDA understands that some fixed assets in the form of a heap leach, buildings and equipment, will be included
in the transaction. BDA has not been provided with details of what is being included nor is BDA expert in
valuing assets of this nature and consequently valuation of fixed assets is specifically excluded from this
valuation.

Malachite directors have also requested that BDA consider the value of the granted Mining Lease ML7147
alone. The potential for future exploitation of the mineralisation within ML7147 is limited without the
ownership of the surrounding ground, as the restricted area is insufficient for waste dumps, plant site and TSF.
The value of the along strike exploration potential is also reduced to the limited strike length of the mining lease
itself. Development would probably be limited to toll treatment options without the space to develop an on-site
plant. Gold treatment plants in the area are limited and toll treatment would probably involve substantial
transport costs to the Charters Towers, Pajingo or Ravenswood areas some 750km to the east. The high arsenic
values would probably be an issue in toll treatment, and it is unlikely that flotation and fine grinding facilities
would be available to maximise production; rather a lower recovery through standard CIL processing would
probably have to be accepted. A limited open pit cut back may be possible within the available area in the lease,
but to exploit the deeper ore, underground development would be necessary.

BDA has not undertaken a separate technical assessment of the capital and operating costs of such a
development plan, or of the potential resources which might be extracted. However, BDA considers the value of
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the Mining Lease alone relatively limited, and considers that such an option would not be particularly attractive
to a potential purchaser, due to the limited upside potential.

BDA considers that a willing and knowledgeable buyer would focus only on the likely mineable reserve in such
circumstances and would not consider the 50% or 100% upside scenarios. Depending on the view of the gold
price, such a buyer in BDA’s opinion would value the lease alone at between A$1-3M. Considering the likely
mining, transport and toll treatment costs BDA considers that a willing and knowledgeable buyer would ascribe
a maximum value of A$100/recoverable ounce. Allowing for mining and processing recoveries this estimate
would also suggest a maximum value under this scenario of around A$3M.

2.5 Environmental Liabilities Issues

Environmental issues for the project include:

. sulphide-rich ore with high levels of arsenic and bismuth with implications for acidic, arsenic and
bismuth rich, tailings to be stored and encapsulated

. potential for acid mine drainage from high sulphidic waste rock

. potential levels of residual cyanide from earlier heap leach operations

. prior to a new project commencing a cleanup of the old mine activities will include the need to close out

old waste rock dumps, reorganise site drainage so that any potentially contaminated water drains back
into the pit, and possibly undertake some revegetation of disturbed areas.

While these issues are important and will need to be carefully addressed in any future mine development, they do
not, by themselves, represent an insurmountable barrier to development.

3.0 STATEMENT OF CAPABILITY

This report has been prepared by Mr Malcolm Hancock and Mr John Mclntyre, Directors of BDA, Mr Peter
Ingham, General Manager Mining, and Mr lan White and Mr Adrian Brett, Senior Associates of BDA. A
summary of their professional qualifications and experience is included below.

Behre Dolbear has offices in Denver, New York, Toronto, Vancouver, Guadalajara, Santiago, London, Hong
Kong and Sydney. The parent company, Behre Dolbear & Company Inc. was founded in 1911 and is the oldest
continuously operating mineral industry consulting firm in North America. The firm specialises in mineral
evaluations, due diligence assessments, independent expert reports and strategic planning as well as technical
geological, mining and process consulting.

The principal consultants engaged in this review on behalf of BDA and their qualifications and experience are
summarised below:

Mr Malcolm Hancock (BA, MA, FGS, FAusIMM, MIMM, MMICA, CP(Geol)) is a Principal and Director of

BDA. He is a geologist with more than 30 years experience in the areas of resource/reserve estimation,
reconciliation, project feasibility and development, mine geology and mining operations. Before joining BDA
he held executive positions responsible for geological and mining aspects of project acquisitions, feasibility
studies, mine development and operations. He has been involved in the feasibility, construction, and
commissioning of several mining operations. He has worked on both open pit and underground operations, on
gold, base metal and industrial minerals projects, and has been directly involved in the management and
direction of many of the BDA independent engineer operations in recent years.

Mr John Mclintyre (BE (Min) Hons, FAusIMM, MMICA, CP(Min)) is a Principal and Managing Director of

BDA. He is a mining engineer who has been involved in the mining industry for more than 30 years, with
operational and management experience in base metals, gold, uranium and coal in open pit and underground
operations. He has been involved in nhumerous mining projects and operations, feasibility studies and technical
and operational reviews in Australia, West Africa, New Zealand, North and South America, PNG and South East
Asia. He has been a consultant for more than 15 years and has been primarily involved in the management of
BDA since 1994, including the development of the independent engineering and technical audit role.

Mr Peter Ingham (B.Sc. (Min), M.Sc., DIC, GDipAppFin (Sec Inst), CEng, FAusIMM, MIMMM)) is a Senior
Associate of BDA and is a graduate mining engineer with more than 25 years in the mining industry in Europe,
Africa, Australia and Asia. His experience includes operations management, mining contract management,
strategic planning, project assessment and acquisition, cost estimation and operational audits and trouble-
shooting. He is experienced in a range of commodities, including copper, nickel, base metals, gold and
platinum, in both surface and underground mining.

Mr lan White (MSc, BSc(Hon), DIC, MAusIMM) is a Senior Associate of BDA with more than 25 years
experience in the Australian mining industry. He has held senior management positions in operating mines,
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including Chief Metallurgist for Savage River Mines and Cyprus Gold Australia. He has been involved in plant
design and optimisation, process design testwork, feasibility studies and plant commissioning and project
valuation. He is experienced in CIP/CIL technology, flotation, gravity separation, heap leaching, SX/EW,
comminution, magnetic separation and pelletising. He has worked with a range of commodities including gold,
copper/gold, iron ore, tin, tantalum, and base metals.

Mr Adrian Brett (BSc (Hon) Geol, MSc, M. Envir. Law & Local Govt, MAusIMM) is a Senior Associate of

BDA with more than 30 years experience in environmental and geo-science, including the fields of
environmental planning and impact assessment, site contamination assessments, environmental audit,
environmental law and policy analysis and the development of environmental guidelines and training manuals.
He has worked in an advisory capacity with several United Nations agencies, including UNEP, UNESCAP,
DDSMS, UNCTAD and UNRFNRE, as well as Australian government agencies. He has worked in Australasia,
South-East Asia, Africa and South America.

4.0 STATEMENT OF INDEPENDENCE

Neither the principals nor Associates of BDA have any material interest or entitlement in the securities or assets
of Malachite, VEPL or any associated companies or entities. BDA will be paid a fee for this report comprising
its normal professional rates and reimbursable expenses. The fee is not contingent on the conclusions of this
report.

5.0 LIMITATIONS AND CONSENT

This assessment has been based on data, reports and other information made available to BDA by Malachite.
BDA has been advised that the information is complete as to material details and is not misleading. A draft copy
of this report has been provided to Malachite for comment as to any material errors of fact, omissions or
incorrect assumptions. The opinions stated herein are given in good faith. We believe that the basic
assumptions are factual and correct and the interpretations reasonable.

With respect to the BDA report and use thereof by Malachite, Malachite agrees to indemnify and hold harmless
BDA and its shareholders, directors, officers, and associates against any and all losses, claims, damages,
liabilities or actions to which they or any of them may become subject under any securities act, statute or
common law and will reimburse them on a current basis for any legal or other expenses incurred by them in
connection with investigating any claims or defending any actions.

This report is provided to the Directors of Malachite in connection with the proposed transaction with VEPL and
should not be used or relied upon for any other purpose. This report does not constitute a technical or legal
audit. Neither the whole nor any part of this report nor any reference thereto may be included in or with or
attached to any document or used for any purpose without our written consent to the form and context in which it
appears.

Yours faithfully

BEHRE DOLBEAR AUSTRALIA PTY LTD

AA.L L’ka o

I
Malcolm Hancock John Mclntyre
Executive Director Managing Director
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Reasons for Seeking to Acquire the Lorena Gold Project

In recent times, the Company has clearly enunciated its ambition to become a mineral
producer, to make the transition from explorer to miner and grow to become a significant,
mid-tier Australian mining company. That goal is built on New South Wales and
Queensland being the Company’s geographic focus and the high value metals gold,
silver, copper and tin being the Company’s core commodities.

Up until now, the Conrad Silver Project has been seen as the Company’s flagship project
and Conrad will continue to feature prominently in the Company'’s future. However,
there remains a considerable amount of exploration and evaluation work to be done at
Conrad to take it from the partly defined resource that it is today to a fully delineated ore
body ready for economic development. Part of that ongoing assessment at Conrad is
likely to include gaining underground access to the Conrad Lode to enable better
assessment of mineable grade and the metallurgical behaviour of the ore. This work will
require significant new funding.

The acquisition of the Lorena Gold Project and its development as a new gold mine
should offer the Company the opportunity to fund the most costly part of future
assessment and pre-development work at Conrad from cash flow, rather than from new
equity issues. It should be noted that the value of the Company’s 100% interest in
Conrad has increased significantly recently, in line with strong rises in silver and tin
prices.

As a new gold mine, Lorena is expected to be a relatively simple, shallow open pit and
the metallurgy involves well established and widely used technology. The cost of taking
the Lorena Gold Project to Definitive Feasibility status would be substantially less than at
Conrad and there is no need to access the ore body underground; indeed, the ore is well
exposed within the existing pit. More drilling will be necessary to complete a feasibility
study, but most of that drilling will be RC Drilling, which is relatively inexpensive when
compared with the cost of diamond core drilling. RC Drilling also proceeds much more
quickly than diamond drilling.

Once a feasibility study has indicated the economic return from developing the Lorena
Gold Project the capital cost of developing the mine will be quite modest, perhaps of the
order of $15 million, and the Company proposes to investigate ways to reduce this capital
demand even further. The Lorena Gold Project is also situated in a well established
mining district, very close to infrastructure.

There will be adequate space on the area covered by the Mining Lease Applications for
development to proceed efficiently and to allow exploration along strike and at depth.
Grant of the Mining Lease Applications is believed to be imminent and because such
leases are critical to development of the Lorena Gold Project as an open pit mine, grant of
such Mining Lease Applications is a condition precedent to completion of the Share Sale
Agreement.

In the longer term, having an operating mine at Lorena is also likely to open up new
business opportunities for the Company, as the Lorena Gold Project is situated in the
heart of the highly prospective, world class Mount Isa Copper-Gold Province, which has
long been targeted by the Company.

While the above factors make the Lorena Gold Project attractive to the Company, the
most fundamental reasons why the Company’s Board considers that the acquisition of the
Lorena Gold Project will be a very positive outcome for the Company arise from the
following three characteristics of the Lorena deposit:
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(a) there is an existing gold resource that remains open at depth and along strike
and there is strong evidence that further exploration will expand the resource
substantially;

(b) Lorena contains a remarkably high grade gold deposit, offering the potential for
high operating margins and the generation of strong cash flows from the
production of 25,000 ounces of gold per annum; and

(© significant copper mineralisation accompanies the gold at Lorena and as the
resource size grows copper may become an important economic by-product.

In summary, the Company’s Directors believe that the acquisition of the Lorena Gold
Project will allow the Company to achieve its goal of being a mineral producer with less
risk, at less cost and sooner than persevering with Conrad alone as a potential new mine.
Cash flow from the Lorena Gold Project should allow the Company to retain its 100%
interest in Conrad and to take Conrad forward to become the Company’s second mine
utilising cash flow, rather than equity capital raised in the marketplace, in the pre-
development phase. Opening the smaller Lorena mine first will also allow the Company
to enhance its mine development and operating skills before taking on the larger Conrad
project.

Future Plans

The Company wishes to bring the Lorena Gold Project to production in the shortest
timeframe possible and intends to commence the economic evaluation necessary for to
bring the Lorena Gold Project to production immediately after completion of the Share
Sale Agreement.

This work is expected to include planning and implementation of infill drilling within the
existing resource to upgrade its quality and quantity and to delineate a mining reserve that
will be the basis of a feasibility study.

While that work is taking place, additional mining scoping studies will be completed,
together with refinement of the metallurgical flow sheet. Revision of the existing
environmental approvals will also be required to recognise the specific details of the
proposed mine development and operation. These issues are not regarded as major
barriers to development of the mine, as currently envisaged. Mine planning operations
will extend to adjoining parts of the area presently covered by the Mining Lease
Applications, as the Mining Lease is by itself too small to allow development of an open
pit mine. Sterilisation drillingwill be undertaken at proposed mine infrastructure sites.

The Company also plans to commence further exploration at Lorena once the Mining
Lease Applications and EPMASs are granted. This will involve geological mapping and
geochemical surveying of the areas the subject of the Mining Lease Applications and
EPMAs to define additional drill targets, together with the application of appropriate
geophysical techniques. After that, reconnaissance exploration drilling will test
extensions of the Lorena lodes at depth and immediately along strike, as well as any new
targets defined by exploration on the areas the subject of the Mining Lease Applications
and EPMAs.

Subiject to confirmation of an adequate mineable reserve, completion of a final feasibility
study and obtaining the necessary finance, the Company aims to develop an open pit gold
mine at Lorena producing around 25,000 ounces of gold per annum as an initial target.
There is good scope to expand production as additional resources and reserves are
delineated and if all goes well, gold production could commence before the end of 2011.

2je. drilling to confirm that proposed infrastructure sites are not underlain by economic mineralisation.
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After completion of the Share Sale Agreement, the Sellers will be invited to nominate
two of their number for appointment to the Company’s Board.

All of the Company’s existing directors will remain on the Board, although some
restructuring may be expected in the future.

Volga Elderberry Acquisition

Currently, Volga Elderberry has on issue 16,000,000 ordinary shares and 6,050,000 L
Class Shares. A total of 350,000,000 MAR shares, 14 A Options and 14 B Options will
be issued to the Sellers in consideration for their shares in Volga Elderberry. The total
number of MAR shares on issue once the proposal is implemented will be 526,196,439
and in aggregate, the Sellers will hold approximately 66.5% of that total. 4TK Pty Ltd
ACN 112 175 158, a company controlled by Mr Joel Bidois will be the largest
Shareholder in the Company holding approximately 19.9% of the Company’s issued
share capital. Assuming that all Sellers exercise their A Options and B Options by the
maximum extent permitted by their terms, the exercise by any Seller of the A Option
and/or the B Option would not result in an increase in any Seller’'s percentage interest in
the Company.

The Company under the Share Sale Agreement has agreed to acquire all the Volga
Elderberry shares from the following persons and to issue the following securities as
consideration for the Volga Elderberry shares:

Seller or nominee Number of Number of Options
Buyer Shares A Option | B Option

Seller 1: Lewis Raymond Beer ad,587,302 1 1

trustee of The Main Beach Trust

Seller 2: Brian and Vanessa 31,746,032 1 1

Morrison Charity Trustee Ltd
(NZ Company No. 2274287) as
trustee of The Brian and Vanessa
Morrison Charity Trust
Seller 3: lan David Michael 3,174,603 1 1
Hughes as trustee of The lan
Hughes Family Trust

Seller 4: Hughes Superannuatior,380,952 1 1
Management Pty Ltd ACN 131
818 150 as trustee of The Hughes
Superannuation Fund
Seller 5: Rodney Hawkings & | 7,936,508 1 1
Tarnya Hawkings & North
Harbour Trustee Company
Limited (NZ Company No.
1104923) as trustee of The
Gunnersbury Trust

Seller 6: Rodney Graeme 7,936,508 1 1
Spencer and Robin Gae Spencer
Seller 7: Biotec Ventures Limited28,571,429 1 1
as trustee of The San Valenting
Trust

Seller 8: John Webster as trusteet1,111,111 1 1
of The JLW Trust and The MAW
Trust
Seller 9: Construction Equipment28,571,429 1 1
Finance Limited (HK Company
No. 1099761) as trustee of The
Futura Trust
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Seller 10: Olhoc Pty Ltd ACN | 63,492,063 1 1
125 588 490 as trustee of The
Olhoc Trust

Seller 11: Dongola Invest 25,396,825 1 1
Limited as trustee of The
Montopoli Trust

Seller 12: 4TK Pty Ltd ACN 112 104,761,905 1 1
175 158 as trustee of The 4TK
Trust

Seller 13: John Colon Walton as 25,396,825 1 1
trustee of The J C Walton Family
Trust
Seller 14: AGIO Capital 7,936,508 1 1
Corporation Limited (NZ
Company No. 1805740) as
trustee of The Dean Family NZ
Trust

The offer is conditional on a number of matters, which are summarised in section 12 of
this Memorandum.

Set out in sections 3 to 7 of this Explanatory Memorandum is an overview of Volga
Elderberry.

Summary of Volga Elderberry Share Sale Agreement

The Company entered into a Share Sale Agreement with the Sellers on 29 September
2010 which provides for the Acquisition.

The conditions precedent to the Acquisition, and for whose benefit the conditions are, as
set out in the Share Sale Agreement, comprise:

Condition Party entitled
to benefit

Delivery of a certified copy of the Financial Statements of Volga Company
Elderberry as at 30 June 2010

Delivery of a certified copy of each board or shareholder consent &@¢ompany
any Seller relating to the Share Sale Agreement required by the
Company

Delivery of evidence that each of the Mining Lease Applications h&ompany
been granted

Delivery of evidence that Volga Elderberry has received indicative Company
approval from the Minister from time to time charged with the
administration of thélineral Resources Act 1989 (QLD) to dispose

of its right title and interest in and to the mining tenements held by it

at the Volga and Mount Lidster copper gold projects and confirmation

that Volga Elderberry will not have any ongoing obligations or

liabilities with respect to such disposals

Delivery of evidence that Volga Elderberry has disposed of its righCompany
title and interest in and to the shares in and any interests in Mount

Cobalt and confirmation that Volga Elderberry will not have any

ongoing obligations or liabilities with respect to such disposals

Delivery of evidence that Volga Elderberry has no debt or other Company
liabilities and has not granted any security or other interest over any
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Condition Party entitled
to benefit

of its assets except to the extent of liabilities arising in the course of
business with respect to Mt Lorena and as disclosed to the Company
in the financial statements of Volga Elderberry as at 30 June 2010 or
within the Due Diligence Period

Delivery of evidence that all agreements or arrangements betweerCompany
Volga Elderberry and its shareholders or directors have been
terminated with no residual obligation to Volga Elderberry

Evidence that all agreements or arrangements between Volga  Company
Elderberry and its contractors have been terminated with no residual
obligation to Volga Elderberry

Delivery of a Statutory Declaration by from the Directors of Volga Company
Elderberry that the copy Share Register for Volga Elderberry and

current ASIC search of Volga Elderberry annexed to the Statutory
Declaration are true and correct

Delivery of evidence Volga Elderberry has no employees and no Company
employee claims

Delivery of a certified copy of an up-to-date Share Register for VolGampany
Elderberry, reflecting ASIC records in respect of Volga Elderberry

Delivery of evidence that: Company

0] the lease between Volga Elderberry as tenant and Servcorp
Brisbane Pty Ltd as landlord in relation to the premises at Level
24, AMP Place, 10 Eagle Street, Brisbane, Queensland 4000;
and

(i)  the lease between Volga Elderberry as tenant and RA & GC
Shepherd as lessor in relation to the premises at 6 Brisbane
Street, Cloncurry, Queensland,

have been assigned by Volga Elderberry to a third party, with no
residual obligation to Volga Elderberry

Delivery of evidence that Volga Elderberry’s ANZ Business One Company
Credit Card no. 4564807005030737 has been fully paid out of the
proceeds of the Australia and New Zealand Banking Group Limited

Term Deposit Account in the amount of $45,000.00 invested by

Volga Elderberry and the credit card account closed

If required by law, delivery of an independent expert’s report statinGompany
that the transaction is reasonable in the circumstances if the parties
were dealing at arm’s length

Delivery of an independent expert’s report stating that the Company
consideration for the transaction has been negotiated on an arm’s
length basis

Delivery of evidence that the Company has obtained Shareholder Company and
approval for the purposes of Section 611, Item 7 and Chapter 2E @ellers

the Corporations Act and Listing Rules 7.1 and 11 of the Listing

Rules (if applicable) and any other approvals required by law to the

issue of the shares under the Share Sale Agreement
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Condition Party entitled
to benefit

Delivery of evidence that the Company has no debt or other liabilitsllers
and has not granted any security or other interest over any of its assets
or undertakings, except to the extent of liabilities arising in the course

of its business as disclosed to Volga Elderberry and to the Sellers

prior to the date of the Share Sale Agreement

Delivery of evidence that the Company has not entered into any Sellers
transaction which is not in the ordinary course of its business or not
otherwise approved by Volga Elderberry

Delivery of evidence that, subject to any approval from Volga Sellers
Elderberry to alter the Company’s share capital or for the Company to
issue further securities under the Share Sale Agreement, the shares on
issue in the Company as at the date of the Share Sale Agreement and
as at the date of completion of the Acquisition are as specified in the
Share Sale Agreement and that those shares represent all of the
marketable securities on issue in the Company as at the relevant date

of the Share Sale Agreement or completion of the acquisition

Delivery of evidence that the Company has complied with its pre- Sellers
completion obligations with reference to covenants to be given by the
Company post-execution and pre-completion

Delivery of evidence that the ASX has, subject to the approval of tBellers
Shareholders, approved the issue of shares and the options to the
Sellers and that in particular the shares will not be subject to any
restraint or escrow provisions imposed under the Listing Rules or
otherwise

Volga Elderberry and the Company having notified each other in Company and
writing that they have completed due diligence with respect to eacBellers
other to their respective satisfaction

Both the Company and the Sellers being satisfied that there will b&€ompany and
material warranty default occurring or subsisting on the date of  Sellers
completion of the transaction in relation to facts then subsisting,

except for where the material warranty default is described or

contained in the disclosure by either party in respect of the warranties

or which has otherwise been waived in writing by the party holding

the benefit of that warranty

Each Seller having complied with the pre-completion obligations irCompany
clause 5 of the Share Sale Agreement

Certain of the conditions may be waived by the party or parties for whose benefit they
are. A number of conditions may not be waived by either party. The dates by which the
conditions are required to be satisfied may also be waived by the persons for whose
benefit the conditions are specified.

However, should not all the conditions be satisfied or waived by the Condition Date, the
Share Sale Agreement may be terminated, and the proposal will not proceed.

It is anticipated that all conditions that are due to be satisfied by the date of the Annual
General Meeting will be satisfied. Each party is obliged under the Share Sale Agreement
to advise the other parties as and when the conditions are satisfied or unable to be
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satisfied. An announcement will be made to the ASX and before the consideration of the
relevant approval resolutions at the Annual General Meeting of the then state of
satisfaction (or not) of the conditions.

Additional material obligations of the Company under the Share Sale Agreement
comprise:

. to issue 350,000,000 shares in the Company and the 14 A Options and the 14 B
Options to the Sellers;

. prior to completion of the Acquisition, to maintain the Company in the manner it
has been prior to the Company’s execution of the Share Sale Agreement including
not:

o] creating any material contract (being a contract which has or would create
any liability of the Company to pay any amount in aggregate exceeding
$100,000, continuing for any period prior to performance exceeding 12
months, restricting the manner or place of performance of any business
activity, of an onerous or burdensome nature or which is likely to result in
any loss following performance) or engaging in any material transaction or
creating any material indebtedness other than those incurred in the usual and
ordinary course of business;

o] declaring or paying any dividend or making any distribution, directly or
indirectly of its capital or profits;

o] altering its share capital in any manner, other than as may be required in
accordance with the $1,000,000 convertible note issued to Nanyang or with
the prior approval of Volga Elderberry;

o] amending or replacing its Constitution;

o] granting or making any options, calls, rights, commitments or other
agreements of any kind obligating it to issue, transfer, sell or deliver any
marketable security other than as may be required in accordance with the
terms of the $1,000,000 convertible note issued to Nanyang or with the prior
approval of Volga Elderberry;

o] paying, discharging or satisfying any security interest or other third party
right or obligation other than in the ordinary course of business;

o] granting any security interest over its assets;

o] writing down the value of any material assets or write-off as uncollectible
any material outstanding accounts except in the ordinary course;

o] transferring, selling, leasing, distributing or otherwise disposing of any of its
material assets, except in the ordinary course of business;

o] cancelling or compromising any material debt or claim or settling or
discharging any outstanding moneys for less than the amount owing except
in the ordinary course;

o] cancelling, reducing the limits of or reducing the coverage of any insurance
held by the Company;

o] terminating, discontinuing, closing or disposing of any material plant,
equipment, facility or business of the Company;
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o] guaranteeing or giving an indemnity in respect of any obligation of a third
party (other than its subsidiaries); or

o] agreeing to or making any material change in the character of the
Company’s business; and

the giving of certain warranties regarding the Company, the issue of securities to
the Sellers, its subsidiaries and the information it supplies to Volga Elderberry
under the Share Sale Agreement.

12.6 Further material obligations of Volga Elderberry and the Sellers under the Share Sale
Agreement comprise:

(all Sellers) transfer to the Company their shares in Volga Elderberry and waiver of
all rights of pre-emption in respect of the transfer of such shares;

(Active Sellers and Volga Elderberry) prior to the completion of the Acquisition, to
maintain Volga Elderberry in the manner it has been prior to the Company’s
execution of the Share Sale Agreement including not:

o] transferring or acquiring any asset (except for the disposal of the mineral
tenements held by Volga Elderberry at the Volga and Mount Lidster copper
gold projects and the disposal of its shares in Mount Cobalt),

o] creating any security interest, except for any permitted security;
o] incurring any significant cost, except in the ordinary course of business;

o] creating any material contract (being a contract which has or would create
any liability of Volga Elderberry to pay any amount in aggregate exceeding
$50,000, continuing for any period prior to performance exceeding 12
months, restricting the manner or place of performance of any business
activity, of an onerous or burdensome nature or which is likely to result in
any loss following performance);

o] engaging any new employee or agent, terminating or amending the
provisions of the engagement of or providing any bonus to any agent;

o] making any statement or announcement to any person, including any agent,
customer or supplier, prejudicial to the Company’s interest;

o] changing its policy or usual action in relation to the collection and recovery
of book debts of Volga Elderberry; or

o] performing or omitting to perform any action which might create or cause
any liability of the Company, prejudicial effect on any asset or inaccuracy of
any warranty;

the giving of certain warranties by the Active Sellers regarding Volga Elderberry,
its subsidiary, Mount Cobalt, and the information Volga Elderberry supplies to the
Company under the Share Sale Agreement;

the giving of certain warranties by the Passive Sellers regarding their Volga
Elderberry Shares and their execution of the Share Sale Agreement; and

the provision of an indemnity by the Active Sellers to the Company in respect of
any stamp duty or other tax payable in relation to the execution, performance and
registration of the Share Sale Agreement which arises as a result of Volga
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Elderberry not having disposed of all of its right, title and interest in and to the
tenements held by it at Volga and Mount Lidster and its shares in Mount Cobalt on
or before the date of the Share Sale Agreement, together with any costs associated
with obtaining a valuation in respect of Volga Elderberry’s interest and to the
tenements held by it at Volga and Mount Lidster and its shares in Mount Cobalt for
the purposes of assessment of stamp duty.

A party may terminate the Share Sale Agreement by notice in writing to the other party in
the event that:

. any condition precedent has not been complied with, or waived by the Company or
the Sellers on or prior to the Condition Date and provided that the terminating party
is not in default;

. a party fails to effect completion having been served a completion notice by the
other party, except where the party serving the notice is itself in default;

. there is a default by the provider of a warranty which separately or collectively
would result in any liability being incurred by the Sellers to the Company, the
value of the Company’s assets being decreased or any liability of the Company
being increased by an amount exceeding $50,000 or in the reasonable decision of
the Company would have a material adverse effect on the fulfilment of the business
purpose or intention of the Company in purchasing the shares in VVolga Elderberry;

. the other party breaches any of its material obligations under the Share Sale
Agreement; or

. there is a material adverse change affecting a party or the financial or trading
position or prospects of a party.

Upon termination, each party is released from its obligations to continue performance
under the Share Sale Agreement, and each party retains the rights it has against the other
party in respect of any past breach of the Share Sale Agreement.

A and B Options

As part of the consideration for the purchase of all of the issued shares in Volga
Elderberry, the Company has agreed to grant each Seller two options, an A Option and a
B Option.

The purpose of the Options is to allow the Sellers a right to avoid dilution that could
occur in the future as a result of the issue of shares by the Company to Nanyang pursuant
to the terms of a $1 million convertible note held by Nanyang, or due to the exercise of
options held by Nanyang. Further details of the Nanyang Convertible Note (including as
to the conversion price) are set out in the Notice of General Meeting to be held on 26
May 2010 and accompanying Explanatory Statement announced to the ASX on 27 April
2010. Further details of the Nanyang Options (including as to the exercise price) are set
out in the Notice of Annual General Meeting to be held on 23 November 2009 and
accompanying Explanatory Statement announced to the ASX on 23 October 2009.

The A Option entitles each Seller to subscribe for that number of shares as represents the
Seller’'s proportionate interest in Volga Elderberry, where “Total Shares” is that number
of fully paid ordinary shares in the capital of the Company calculated in accordance with
the following formula:

Nanyang Shares x 350,000,000
176,196,439
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where Nanyang Shares means the number of shares in the capital of the Company issued
to Nanyang or any other person pursuant to the $1,000,000 convertible note issued to

Nanyang on account of the payment of interest or the repayment of the Nanyang
Convertible Note.

The A Options expire at 5.00 pm on 20 June 2011 and are exercisable progressively only
within 30 days after the conversion or repayment of the Nanyang Convertible Note and
only to the extent of such conversion or repayment.

The exercise price per share for the A Options is equal to the issue price of the shares in
the Company issued in satisfaction of the preceding payment of interest owing under the
Nanyang Convertible Note or the conversion price of shares in the Company issued to
repay (in whole or in part) the Nanyang Convertible Note.

Each Seller may not transfer its interest in its A Option except to any related body
corporate (as that term is defined in the Corporations Act). Neither Option entitles a
Seller to participate in new issues of capital offered to the Shareholders during the
currency of the relevant Option.

In the event there is a pro-rata issue (except a bonus issue) to the holders of shares in the
Company the exercise price of each Option shall be reduced in accordance with a formula
set out in the terms and conditions of the relevant Option.

If the Company undertakes a bonus issue the number of securities over which each
Option will be exercisable will be increased by the number of ordinary shares which the
Seller would have received in the Option had been exercised before the record date for
such bonus issue.

The B Options entitle each Seller to subscribe for that number of shares as represents the
Seller’s proportionate interest in Volga Elderberry, where “Total Shares” is that number

of fully paid ordinary shares in the capital of the Company calculated in accordance with
the following formula:

Nanyang Shares x 350,000,000
176,196,439

where Nanyang Shares means the number of shares in the capital of the Company issued
to Nanyang or any other person pursuant to the 7,500,000 options issued to Nanyang.

Each B Option is in virtually identical terms to each A Option except that:
(a) the B Options expire at 5.00 pm on 30 November 2012;

(b) the B Options are exercisable progressively upon the exercise of the
Nanyang Options to the extent of such exercise; and

(©) the exercise price for the B Options is a price per share equal to the exercise
price applicable to the relevant Nanyang Options.

Effect of the Acquisition on the Company

Set out below is a pro-forma consolidated Balance Sheet for the Company, showing the
Company'’s position following completion of the Acquisition:
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MALACHITE RESOURCES LIMITED

BALANCE SHEETS AS AT 30 JUNE 2010
Consolidated

2010 Proforma 2010
$ $

CURRENT ASSETS
Cash and cash equivalents 1,804,418 1,804,418
Trade and other receivables 64,160 64,160
TOTAL CURRENT ASSETS 1,868,578 1,868,578
NON-CURRENT ASSETS
Receivables 199,673 199,673
Investments - 21,000,000
Property, plant and equipment 591,952 591,952
Exploration and evaluation expenditure 13,201,814 13,201,814
TOTAL NON-CURRENT ASSETS 13,993,439 34,993,439
TOTAL ASSETS 15,862,017 36,862,017
CURRENT LIABILITIES
Trade and other payables 1,604,122 1,604,122
TOTAL CURRENT LIABILITIES 1,604,122 1,604,122
NON-CURRENT LIABILITIES
Trade and other payables - -
TOTAL NON-CURRENT LIABILITIES - -
TOTAL LIABILITIES 1,604,122 1,604,122
NET ASSETS 14,257,895 35,257,895
EQUITY
Contributed equity 27,474,702 48,474,702
Option Expense Reserve 1,224,313 1,224,313
Accumulated Losses (14,441,120) (14,441,120)
TOTAL EQUITY 14,257,895 35,257,895
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Resolution 4 — Change in Scale of Activities

On 29 September 2010, the Company announced to the ASX that it had entered into a
conditional Share Sale Agreement with the Sellers.

Under the Share Sale Agreement, the Company agreed to acquire all of the shares on
issue in Volga Elderberry in consideration for the issue of 350,000,000 MAR shares, the
A Options and the B Options to the Sellers. A summary of the Share Sale Agreement is
set out in section 12 of this Explanatory Memorandum.

The Company’s acquisition of Volga Elderberry is a significant transaction, both in terms

of size and its anticipated impact on the Company'’s future development. The Company
has fully informed the ASX about the transaction and, due to the scale of the transaction,
the ASX requires that the Company seek Shareholder approval under Listing Rule 11.1.2.

Refer to the Notice of Meeting for details of the voting exclusion statement for
Resolution 4.

Resolution 5 — Share and Option Issues
As referred to in sections 11 and 12 of this Explanatory Memorandum, the consideration
for the Company’s purchase of all of the shares in Volga Elderberry from the Sellers is

the issue of 350,000,000 fully paid ordinary shares in the Company and the A Options
and the B Options to the Sellers.

The issue of MAR shares, the A Options and the B Options is subject to a humber of
conditions, including Shareholder approval pursuant to this resolution and completion of
the Acquisition.

Subject to a number of exceptions, Listing Rule 7.1 requires the prior approval of
shareholders if a company proposes to issue in any 12 month period ordinary securities
exceeding 15% of its ordinary securities on issue at the commencement of the 12 month
period. The issue by the Company of 350,000,000 shares to the Sellers will exceed that
threshold and therefore requires prior Shareholder approval under Listing Rule 7.1.

The following information is provided pursuant to Listing Rule 7.3 in order to seek
Shareholder approval for the purposes of Listing Rule 7.1:

MAR Shares

(a) Maximum number of securities to be issued
350,000,000 MAR shares.

(b) Date by which the securities will be issued
The shares will be issued to the Sellers 5 Business Days following
satisfaction or waiver of the last condition precedent under the Share Sale

Agreement.

In any event, the shares will be issued no later than 3 months from the date
of the Annual General Meeting.

(© Issue price of the securities

The shares will be issued at an issue price of $0.06 per share.
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A Options

(@)

(b)

Names of the allottee
The allottees will be all of the Sellers.
Terms of the securities

The shares will rank equally with all other fully paid ordinary shares on issue
in the capital of the Company at that time.

Intended use of funds raised

The issue of shares to the Sellers will be in consideration for the transfer of
all of the Sellers’ shares in Volga Elderberry to the Company. The
Company will not raise any funds by the issue of the shares to the Sellers.
Date of allotment

All shares issued pursuant to the exercise of Option will be allotted within 5
Business Days after the following satisfaction or waiver of the last condition

precedent under the Share Sale Agreement.

In any event, the shares will be issued no later than 3 months from the date
of the Annual General Meeting.

Voting exclusion statement

Refer to the Notice of Meeting for details of the voting exclusion statement
for Resolution 5.

Maximum number of securities to be issued

Fourteen A Options and that number of shares determined in accordance
with the following formula, should an A Option be exercised:

Nanyang Shares x 350,000,000
176,196,439

Where ‘Nanyang Share® means the number of shares in the capital of the
Issuer issued to Nanyang or any other person pursuant to the Nanyang
Convertible Note on account of the payment of interest or the repayment of
the Nanyang Convertible Note.

Based on the 30 day VWAP for shares in the Company as at 15 October
2010 this would result in the issue in aggregate of 29,134,150 ordinary
shares in the Company.

Date by which the securities will be issued
The A Options will be issued to the Sellers 5 Business Days following
satisfaction or waiver of the last condition precedent under the Share Sale

Agreement.

In any event, the A Options will be issued no later than 3 months from the
date of the Annual General Meeting.
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(h)

Issue price of the securities

The A Options will be issued for no consideration. Shares issued on any
exercise of the A Options will be issued at an issue price which is equal to:

@ the issue price of the shares in the Company issued in
satisfaction of the preceding payment of interest owing under
the Nanyang Convertible Note; and

(i) the conversion price of shares in the Company issued to repay
(in whole or in part) the Nanyang Convertible Note,

(as relevant) calculated pursuant to and in accordance with the Nanyang
Convertible Note.

Further details of the Nanyang Convertible Note terms and conditions are set
out in the Notice of General Meeting to be held on 26 May 2010 and
accompanying Explanatory Statement announced to the ASX on 27 April
2010.

Names of the allottee

The allottees will be all of the Sellers.

Terms of the securities

Refer to the summary of the A Options set out in section 13 of this
Explanatory Memorandum.

Intended use of funds raised

To provide the Company with increased resources to bring the Lorena Gold
Project to production as further detailed in section 10 of this Explanatory
Memorandum.

Date of allotment

All shares issued pursuant to the exercise of each A Option will be allotted
within 2 Business Days after the exercise of the relevant A Option and the
subsequent issue of the shares.

Voting exclusion statement

Refer to the Notice of Meeting for details of the voting exclusion statement
for the Resolution 5.
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B Options

(@)

(b)

(©)

(d)

(e)

(f)

@

Maximum number of securities to be issued

14 B Options and that number of shares determined in accordance with the
following formula, should an Option be exercised:

Nanyang Shares x 350,000,000
176,196,439

Where ‘Nanyang Share’ = the number of shares in the capital of the Issuer
issued to Nanyang or any other person pursuant to the Nanyang Options

This would result in the issue in aggregate of 14,898,145 ordinary shares in
the Company.

Date by which the securities will be issued
The B Options will be issued to the Sellers 5 Business Days following
satisfaction or waiver of the last condition precedent under the Share Sale

Agreement.

In any event, the B Options will be issued no later than 3 months from the
date of the Annual General Meeting.

Issue price of the securities

The B Options will be issued for no consideration. Shares issued on any
exercise of the B Options will be issued at an issue price which is equal to

the exercise price applicable to the relevant Nanyang Options.

Further details of the Nanyang Options terms and conditions, including the

exercise price are set out in the Notice of Annual General Meeting to be held

on 23 November 2009 and accompanying Explanatory Statement announced
to the ASX on 23 October 2009.

Names of the allottee

The allottees will be all of the Sellers.

Terms of the securities

Refer to the summary of the B Options set out in section 13 of this
Explanatory Memorandum.

Intended use of funds raised

To provide the Company with increased resources to bring the Lorena Gold
Project to production as further detailed in section 10 of this Explanatory
Memorandum.

Date of allotment

All shares issued pursuant to the exercise of each B Option will be allotted

within 2 Business Days after the exercise of the relevant B Option and the
subsequent issue of the shares.
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17.

(h) Voting exclusion statement

Refer to the Notice of Meeting for details of the voting exclusion statement
for the Resolution 5.

Glossary

The following definitions apply throughout the Notice of Annual General Meeting and
Explanatory Statement, unless the context requires the contrary:

Acquisition means the Company’s acquisition of all of the Sellers’ shares in Volga
Elderberry;

Active Sellersmeans the Sellers 4TK Pty Ltd ACN 112 175 158 as trustee of The 4TK
Trust, John Colon Walton as trustee of The J C Walton Family Trust and AGIO Capital
Corporation Limited (NZ Company No. 1805740) as trustee of The Dean Family NZ
Trust;

Annual General Meetingor AGM means the Annual General Meeting of the Company
convened for 23 November 2010 to which the Notice of Meeting and this Explanatory
Memorandum relate;

Amalg means Breakaway Resources Limited ACN 061 595 051 (formerly Amalg
Resources NL);

A Options means the options described in section 13 of this Explanatory Memorandum;
Associatehas the meaning given in sections 11, 13 and 17 of the Corporations Act;
ASX means the Australian Securities Exchange ACN 008 624 691;

Auditor means the auditor of the Company appointed in accordance with section 327B of
the Corporations Act;

BDA means Behre Dolbear Australia Pty. Limited ACN 065 713 724;

BDA Report means the Report dated 27 September 2010 prepared by BDA, excerpts of
which are included in the Explanatory Memorandum at section O;

BHP Billiton means BHP Billiton Limited ACN 004 028 077;
B Options means the options described in section 13 of this Explanatory Memorandum;

Business Daymeans any day on which trading banks generally are open for business in
Sydney;

CIL means carbon-in-leach;
Company or MAR means Malachite Resources Limited ACN 075 613 268;
Condition Date means:

(@) 10 Business Days after the date of the Share Sale Agreement, in the case of the due
diligence condition; and

(b) 31 December 2010 in the case of all other conditions,
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or such date as may be agreed between the parties;

Conrad Silver Project or Conrad means the Company’s flagship project where drilling

to date has partly delineated a silver-rich multi-metal resource, containing silver, copper,
lead, zinc, tin and indium.

Corporations Act means the Corporations Act 2001 (Cth);

Cyprus means Cyprus Amax Australia Corporation ACN 000 878 302 (formerly Cyprus
Gold Australia Corporation);

Director means a director of the Company;

Explanatory Memorandum means this Explanatory Memorandum to the Notice of
Annual General Meeting dated 15 October 2010;

EPMAs means Exploration Permits for Minerals Applications No.s 18189 and 18307

Lorena Gold Project means the Lorena Gold Project, as further detailed in sections 4 to
7 of this Explanatory Memorandum;

Listing Rule means the official listing rules of the ASX;
Mining Lease means mining lease 7147 in respect of the Lorena Gold Project;

Mining Lease Applications means the five mining lease applications (90192 to 90196)
adjoining Mining Lease 7147 in respect of the Lorena Gold Project;

Mount Cobalt means Mount Cobalt Pty Ltd ACN 065 749 019;
Nanyang means Nanyang Mining Resources Investment Pty Ltd ACN 079 352 640;

Nanyang Convertible Note means the $1,000,000 convertible note issued by the
Company to Nanyang;

Nanyang Options means the 7,500,000 options issued to by the Company to Nanyang;
Option means an A Option or a B Option aBgtions has a corresponding meaning;
Passive Sellers means the Sellers other than the Active Sellers;

RC Drilling means reverse circulation percussion drilling;

Sellers means the persons identified in section 11.2;

Shareholder means a holder of a share in the Company 8hdreholders has a
corresponding meaning;

Share Sale Agreemenineans the agreement so entitled between the Company, Volga
Elderberry and the Sellers dated 29 September 2010; and

Volga Elderberry means Volga Elderberry Pty Ltd ACN 112 177 107.
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