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LETTER FROM THE DEED ADMINISTRATORS

23 February 2003

Dear Sharehaolder

KINGSTREAM STEEL LTD
(SUBJECT TO DEED OF COMPANY ARRANGEMENT)
ACN 9009 224 800 (*the Company” or “Kingstream™)

This bookler contains a proposal for the reconstruction and recapitalisation of Kingstream Steel
Limired and assoctated transactions 1o secure the guotation of the securities of the Company on the
Australian Stock BExchange (“ASX™) from the completion of the proposed reconstruction and
recapitalisation of the Company.

Following ouwr appointment as [Deed Administrators we have received a number of proposals for the
reconstruction and recapitalisation of the Company as anticipated by the terms of the Deed of
Company Arrangement entered into on 3 April 2002, A proposal received from Koolanooka Pelless
Pry Limited, ACN 099 283 813 {*“the Proponent™), has been accepted by us under the Deed of
Company Arrangement in our capacity as Deed Administrators (“the Reconstruction Proposal™).

The full terms of the Reconstruction Proposal are set out in a Reconstruction Deed entered into by
the Company, the Proponent and us as Deed Admmistrators on 1 November 2002 after
constderation by the Committee of Creditors appointed under the Deed of Company Arrangement
{“the Creditors’ Committee™).

As a general overview, the Reconstruction Proposal will facilitate the recapitalisation of the
Company, revitalise the Company and restore its credibility in the market place, and, in particular,
will fast track it towards cash flow generation based on migal development of a lower capital cost
iron ore, pellet or DRIJHBI project, thereby enhancing the Company’s ability 10 proceed to the full
Mid West Iron and Steel (“MWIS™) project as and when conditions allow.

The Reconstruction Proposal contemplates:
W  the consolidation of the Company’s share capital;

W  a capital raising (being a combination of rights/entitlement issue, placements and general
BsUe);

B  payment of cash and the issue of debt capitalisation shares to the Company’s creditors;

%  the issue of Kingstream shares o the Proponent or a nomines; and

%  the lifting of Kingstream’s ASX rading suspension.

The Reconstruction Proposal s explained in more detail in the accompanying Explanatory

Memorandum. o
DARTMNERSY

Brpat Hogles

[heizenal Singh

i Maiduy
{heentin Mogiom

Freror Clatiessy

163 Ol Streer, West Perth WA 4005 120 Box 777, West Perth, WA #872
Telephone: ((8) 9322 20322 Facsimile: ((8) 9322 1262 E-mail: nei@norgard.comosn
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LETTER FROM THE DEED ADMINISTRATORS

It 5 considered by us, as Deed Administrators, and the Creditors’ Committee that the
Reconstruction Proposal will enable us as Deed Administrators to achieve the objectives set out in
Part 5.3A of the Corporations Act (Connoneealth) 2001 (“the Act”) and in particular 10 maximise
the chances of the Company continuing in existence and to provide a better return to the creditors
and members of the Company than would result from the immediate winding up of the Company.
In addition, it provides scope for existing shareholders 1o retain up to approximately 70% of the
Company should they elect 1o subscribe for the proposed new shares.

The essential steps reguired for the recapitalisation of the Company are set out in Section 1.4 of the
accompanying Explanatory Memorandum prepared in accordance with the requirements of the
Act and the Listing Rules of the ASX.

The necessary General Meeting of sharcholders of the Company 1% to be held at 11:00am on
Thursday, 10 April 2003 at the Parmelia Room at the Parmelia Filton Hotel, Mill Street Perth.

None of the ordinary resolutions required under the Reconstruction Proposal and listed in the
accompanying notice of meeting will take effect unless each of the ordinary resolutions are duly
passed. If any of those ordinary resolutions are not passed by sharcholders the Company will
remain subject 1o the Deed of Company Arrangement, the trading suspension imposed by the ASX
will remain i force and the Deed Administrators will need 1o consider other alternatives, which
may mclude placing the Company into hquidation (in which event no return to sharcholders is
anticipated).

We urge you to attend the General Meeting of sharcholders. If vou are unable to attend the meeting
personally, your proxy should be forwarded to the Company’s share registry so as to be received by
no later than 11:00am onTuesday, 8 April 2003,

We encourage you to consider the attached documentation carefully and to exercise your vote in
favour of the resolutions proposed for approval at the forthcoming meeting. It is very important
that you participate in the decision which could be crucial for the future of your investment in the
Company.

It you have any guestions regarding the Explanatory Memorandum or the reconstruction process,
[ ask that in the first instance you should speak with Mr Brett Manning of Kingstream on +618
9226 2033 or email info@kingstreamsteel.com, or Mr Dantel Bredenkamp of our office on +618
9322 2022 or email bredenkampd@norgard.com.au.

Yours sincerely

T 7 C—

BRYAN HUGHES VINCENT SMITH
Joint and Several Deed Administrator Joint and Several Deed Administrator
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EXPLANATORY STATEMENT TO SHAREHOLDERS

PROPOSAL FOR THE RECAPITALISATION OF
KINGSTREAM STEEL LIMITED

{Subject to Deed of Company Arrangement)
ACN G09 224 80O

BY THE ISSUE OF UP TO
50 MILLION ORDINARY SHARES
AND ASSOCIATED TRANSACTIONS
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EXPLANATORY STATEMENT TO SHAREROLDERS

1. THE RECAPITALISATION PROPOSAL

11 Overview

This Statement sets out information abou the proposed restructaring and recapitalisation of the Company.
Particular sections of the Statement provide specific information relating to particular Resolutions to be
comsidered by the Bxisting Shareholders at the General Meeting.

You should read the accompanying letter to Shareholders from the Deed Administrators first. A short
explanation of ecach Resolution to be considered at the General Meeting 18 set out in Section 2.3 of this
Staternent. Definitions of defined terms used in this Statement are set out in Section 9 of this Statement.

In summary, in general terms, the key intention behind the proposed recapitalisation is to permit the Company to
continue to seek to develop value added iron ore based projects in Western Australia, and to do so with Existing
Sharcholders having the scope (0 retain up to approximately 70% of the Company (should they elect to fully
participate in the capital raising under the Issue) and to adopt and implement a staged development strategy.,

1.2 Background

The Company went into voluntary administration on the Administration Date when Messrs Bryan Hughes
and Vincent Smith were appointed as the administrators of the Company. Subseguently, on 3 April 2002 the
Company and the Deed Administrators entered into the DOCA and the administrators of the Company
became the Deed Administrators of the DOCA which was varied on 28 November 2002 under sections 443A
and 445F of the Corporations Act.

On 1 November 2002 the Deed Administrators and the Proponent entered into the Reconstruction Deed to
record the terms on which the Proponent proposed that the Company be reconstructed and recapitalised to
facilitate the achievement by the Deed Administrators of the objectives set out in Part 33A of the
Corporations Act and in particular to maximise the chances of the Company continuing in existence and to
provide a better return to the creditors and members of the Company than would result from the immediate
winding up of the Company. Copies of the DOCA and Reconstruction Deed are available for inspection at the
offices of the Deed Administrators.

1.3 Name Change and Amendment of Constitution

Upon completion of the Recapitalisation Proposal the Proponent™s Directors consider that it would be an
OPPOrtune 1Hme W

B  change the Company's name to Midwest Corporation Limited (see Resolution 6 and Section
2.3.6); and

B  adopta new constitution of the Company, a copy of which will be available for review at the offices
of the Deed Administrators before the date of the General Mecting and also at the General Meeting
{see Resolution 7 and Section 2.3.7).

1.4 Principal Features of the Recapitalisation Proposal
The principal features of the Recapitalisation Proposal are as follows:

#®  Consolidation of Capital: Consolidation of the Existing Ordinary Shares of the Company ona 1
for 100 basis: (see Resolution T and Section 2.3.1).

B  Issue: The issue of up to approximately 35 million new Ordinary Shares (Issue), with a minimum
issue of 15 million and rarget issue of approximately 30 milion new Ordinary Shares, at $0.20 each,
for the purposes oft
-  raising funds ro recapitalise the Company;

- payving at least Creditor Payment No. 1, and possibly Creditor Payment No. 2, w the Trustee
for the benefit of Admitted Creditors;
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EXPLANATORY STATEMENT TO SHAREROLDERS

- repaying the Proponent’s Loan;
—  enabling the Company to satisfy the ASX’s requirements for Reinstaterment; and

~  enabling the Company to commence implementation of a proposed business plan for the
Company: see Section 1,14,

It is proposed that the Issue include an offer to Bxdsting Shareholders with a first right to apply for
up to approximately 30 million new Ordinary Shares to enable Existing Sharcholders to maintain
the level of their interest in the Company to that degree: {see Resolution 2 and Section 2.3.2).
Discussions with potential underwriters have opened and, in the expectation that not all existing
sharcholders will wish to subscribe and that those considering doing so may be encouraged by the
prior commitment of other partes, discussions have also opened with porential cornerstone
mvestors.

Debt Capitalisation: If the Minimum Subscription 18 achieved, the ssue of 6,002,408 debt
capitalisationt Ordinary Shares to the Trustee for the benefit of the Admitted Creditors (subject to
escrow for 3 months and progressively available over the subsequent 5 months): (see Resolution 3
and Section 2.3.3).

Creditor Payment No. 1: If the Minimum Subscription is achieved the payment of $1 million,
pius the amount of the Administrator’s Funding, to the Trustee for the benefit of Admitted
Creditors: (see Section 1.8).

Creditor Payment No. 2: The possible payment of up to $700,000 to the Trustee for the benefl
of Admitred Creditors depending on the amount raised under the Issue: (see Secton 1.8).

Creditor Payment No. 3: The possible payment of a further amount to the Trustee for the benefit
of Admitted Creditors up to a maximum of 100 cents in the dollar of Admitted Claims if the
Company raises further capital within 12 months immediately folowing the Issuer (see Section
1.83.

Proponent’s Loan: The repayment by the Company of the Proponent’s Loan to the Proponent,
which will enable the Proponent to reimburse its Sharcholders for the funding of the Proponent
through the Proponent’s Shareholders Loans.

Merger: Merger of the Company with the Proponent by the exchange of the Proponent’s Issued
Shares for the 1ssue of the Proponent Sharcholders” Shares by the Company. Indicatively this will
require the issue of approximately 9 million Ordinary Shares, with the actual number capped at
19.9% of the number of Ordinary Shares post Issue, mcluding the Proponent Sharcholders” Shares
and the Ordinary Shares ssued under Resolution 3. The Proponent Sharcholders’ Shares will be
voluntaridly escrowed for 12 months: (see Resolution 4 and Section 2.3.4).

Change of Name: The change of name of the Company: (see Resolution 6 and Section 2.3.6).

Board Changes: The replacement of the existing Board with a new Board comprising the
Proponent’s Dhrecrors: (see Resolutions 8 1o 10 and Section 2.3.8).

DOCA Termination: Termination of the DOCA in relation to the Company.

In addition as part of the Recapitalisation Proposal it is proposed that

i

Adoption of New Constitution: A new constitution for the Company be adopted to replace the
Company's existing Constitution to ensure compliance with the current requirements of the
Corporations Act and the Listing Rules given the recent enactment of the Corporations Act and
amendments to the Listing Rules after adoption of the existing constitution of the Company (see
Resolution 7 and Section 2.3.7).

Options Issue: That number of Optons be issued to Norvest Corporare Pey Limited ACN 092
381 283 (Norvest) equivalent to 1% of the Ordinary Shares {calculated post implementation of the
Recapitalisation Proposal {see Resolution 5 and Section 2.3.3) in consideration of part-payment of
Norvest’s fee for the provision of corporate advisory services.
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1.5 Summary of Effect of Implementation of the Recapitalisation Proposal

By the implementation of the Recapitalisation Proposal:

W
i

8

gE E EE B

the Share Consolidation will oceur;

ownership of the Trust Assets (in effect, money and rights to money, for the ultimate benefit of
Admitted Creditors) will pass to the Trustee (see Section 1.9);

the IDOCA will terminate pursuant to section 443C{¢) of the Corporattons Act at the Operative
Time;

all Claims against the Company will be released, extinguished and barred (see Section 1.6), with
Admitted Creditors claims only able to be met from the Trust Assets;

the Proponent will become a wholly owned subsidiary of the Company under the Merger Proposal
{see Secrion 1.10);

the Admitted Creditors’ Shares will be issued o the Trustee for the benefit of Admutted Credirors
{see Section 1.7);

the Proponent Sharcholders” Shares will be issued to the Proponent Sharcholders in exchange for
the Proponent’s Issued Shares under the Merger Proposal {see Section 1.10);

up to 550,000 Options will be issued to Norvest (see Section 2.3.3);

the Board will change 1o the Proponent™s Directors (see Section 2.3.8);

the Constitution of the Company will be changed {see Section 2.3.7);

the Company will complete the Tssue (see Section 2.3.2);

the Company will be subject to the obligation 1o make Creditor Payment No.1 and the contingent
obligation to make Creditor Payvment No.2 # the Minimum Subscription is exceeded (see Section
1.8%;

the Company will be subject to the obligation to make Creditor Payment No.3 if the Company
raises further capital within the 12 months immediately following the Issue {see Section 1.8); and

the Company will repay the Proponent Loan and the Proponent will repay the Proponent’s
Sharcholders Loans (see Secrion 1.8).

1.6 Deed of Company Arrangement (DOCA)

Under the DOCA the Deed Administrators were responsible for secking proposals for the restructuring of the
Company (Propesals) so that the Company’s securities may be re~quoted for trading on the ASX. The
Proponent made the Recapitalisation Proposal within the rerms of the DOCA which has been accepied by the
Deed Administrators after consideration by the Creditors” Committee and, subject to the approval of the
Resolutions by the Existing Sharcholders under the Reconstruction Deed, 18 to be implemented under the
Reconstruction Deed.

The DDOCA binds all persons having a Claim, however, the DOCA does not prevent a Secured Creditor from
realising or otherwise dealing with its security (except 1o the extent that the IDOCA so provides in relation to a
Secured Creditor who voted in favour of the Creditors’ Resolution or the Court orders under subsection
444F(2) of the Corporations Act) or affect a right that an owner or lessor of property has in relation to that
property {except so far ag the DOCA so provides in relation to an owner or lessor of property who voted n
favour of the Creditors’ Resolution or the Court orders under subsection 444F(4) of the Corporations Act).

The Claims of the Creditors will be dealt with by the Deed Administrators and the Trustee in accordance with
the MOCA, the Trust Deed and the Corporations Act.

Under the Reconstruction Deed the Deed Administrators have agreed with the Company and the Proponent
that the Deed Administrators will procure to be delivered to the Company at the Operative Time a duly
executed discharge of the Leelock Mortgage and the Tippen Mortgage and any release of any other security
over the assets of the Company that may be held by the creditor in respect of the monies secured by the
Leeclock Mortgage or the Tippen Mortgage (Securities Discharge).
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In summary, under the DOCA upon the Termimation Dare:

%  Substitution of Claims: the Creditors will ohiain an entitfement under the arrangement provided
for in the Trust Deed in substitution for the Creditors’ previous entitlements against the Company
and under the DOCA as at the Termination Date (Admitted Creditors’ Entitlements);

#®  Claims Discharge: all persons having a Claim must accept their entitlements under the Trust
Deed in full satisfaction and complete discharge of all Claims which they have or claim to have
against the Company as at the Admimstration Date;

# Claims Extinguished: all Claims are extinguished but Admitted Creditors have the right to
participate in the Trust Fund in accordance with the terms of the Trust Deed; and

#®  Bar: the Company may plead the DOCA 1 bar to any action, proceeding or suit brought by a
creditor in respect of the creditor’s claim, subject 1o the terms of the DOCA.

A copy of the Trust Deed is available for inspection at the offices of the Deed Administrators and also at the
General Meeting,

Subject to the rights of secured creditors and owners and lessors of property noted above, pending the
cecurrence of the Termination Date (In summary) any person having a Claim, to the extent to which they are
bhound by the DOCA, must not begin or continue any procecding (Including any winding up of the Company)
against the Company, or in relation 1o any of {18 property or property used or occupied by, or in the possession
of, the Company.

Under the DOCA the Deed Administrators have the power to issue shares in the Company and a Proposal
may include a placement of the Company’s shares.

Under the Recapitalisation Proposal it is proposed that Ordinary Shares be issued under the Issue (which may
include a placement as determined by the Proponents Directors (Share Placement)), the allotment of the
Admitted Creditors” Shares and the Proponent Sharcholders” Shares.

The Company will cease to be subject to the DOCA immediately after the Termination Date.

1.7 The Reconstruction Deed

The Reconstruction Deed will enable the reconstruction and recapitalisation of the Company and re-quoting
of the Company™s securities on the ASX by implementation of the Recapitalisation Proposal,
Under the Reconstruction Deed:

B  The Proponent has advanced the Proponent Loean which is repavable from the proceeds of the
Issue or, i there is no Issue, the Proponent’s Loan will remain a debt due by the Company to the
Proponent subordinated to the total debt due to the Admitted Creditors so that repavment of the
Proponent’s 1.oan is then subject to Admitted Creditors first being paid the Admitted Claims in full.

B  The Deed Administrators may provide, on behalf of the Company, the sum of up o $100,000
towards any costs and expenses of implementing the Recapitalisation Proposal that may arise
{Administrators’ Funding).

B  If the Operative Time oceurs, the Company must pay up to the sum of 100,000 from the proceeds
of the Issue to the Trustee for the benefir of the Admirted Creditors, or as the Deed Admimsstrators
direct, by way of reimbursement of the amount of Administrators’ Funding acrually provided by the
Administrators towards any costs and expenses of implementing the Recapitalisation Proposal.

B Within 7 days of the completion of the Issue the Company must pay o the Deed Administrators, as
Trustee, Creditor Payment No.1 and (subject to the amount raised) Creditor Payment No.2.

@  If the Company raises further capital within the 12 months immediately following the Issue, the
Company must pay Creditor Payment No.3 to the Deed Administrators as Trustee,

B  The Company is required to issue to the Proponent Shareholders the Proponent Sharcholders’
Shares in exchange for the Proponent’s Issued Shares (see Section 1.10).

W  The Company is reguired to issue the Admitred Creditors’ Shares {which if allotred to the Trustee
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i

will be part of the Trust Assets for distribution to the Admitted Creditors in accordance with the
IDOCA and the Trust Deed) at a value of 20 cents per Ordinary Share.

The Admitted Creditors’ Shares will be subject to escrow arrangements (Escrow Provisions)
which provide that neither the Deed Administrators nor the Frustee may, without the written
consent of the Proponent:

- for the period of 3 months following Reinstatement, sell or transfer title to any of the Admitted
Creditors’ Shares; or

- during the further period of 3 months commencing on the elapse of that 3 month period, sell
or transfer title, in any one month, 1o more than 20% of the original total number of Admitted
Creditors’ Shares.

The Bscrow Provisions do not apply:
- 10 the establishment of the Trust Fund {see Section 1.9);

in the event of an intervening Court order;

in the event of a takeover offer or other general offer relating 1o 30% or more of the
Company’s shares becoming or being declared unconditional; or

—  pursuant to any compromise or arrangement approved by the Court pursuant to section
411{4) of the Corporations Act.

If any of the Admitted Creditors’ Shares are transferred to any Admitted Creditor, the Deed
Administrators or Trustee must obtain as a condition of ransfer from that Admitted Creditor for
the benefit of the Proponent, a binding undertaking by the Admitred Creditor 0 observe the
Escrow Provistons to the same extent as if the Admitted Creditor were the Deed Administrators or
Trustee.

The Company must allot the Admitted Creditors’ Shares and the Proponent Sharcholders’ Shares
at the same time as the completion of the Issue.

The Deed Administrators must, immediately before the General Meeting, give notice to each
Existing Director requesting the Existing Director 1o resign as a director of the Company with
effect from the appointment of the Proponent™s Directors.

If after payment of the amount for which the Deed Administrators are 1o be indemnified, the
Admitted Creditors receive 100 cents in the dollar on their Admitted Claims, the surplus or balance
must be paid by the Deed Administrators or the Trustees to the Company.

The Securities Discharge is 1o occur (see Section 1.6).

1.8 Creditor Payments

It hag been agreed by the Deed Administrators, the Company and the Proponent that as part of the
Recapitalisation Proposal the following payments be made to the Trustee for the benefit of Admirted

Creditors:

Creditor Payment No.1: within 7 days of the completion of the Issue the Company will pay to the Trustee
the sum of §1 million and also pay the amount of the Administrators’ Funding actually provided by the Deed
Administrators towards any costs and expenses of implementing the Recapitalisation Proposal;

Creditor Payment No.2: within 7 days of the completion of the Issue the Company will pay o the Trustees
an amount eguivalent ' 10% of the amount by which the gross proceeds of the Issue exceeds §3 million, to a
maximum of $700,000;

Creditor Payment No.3: if the Company ratses further capital within the 12 months immediately following
the Issue, the Company must pay to the Trustee an amount equal 1o 10% of the gross amount of the capital so

ratsed.

The total amount paid to the Trustee under the Creditor Payment No.l and Creditor Payment No.2
combined will not exceed $1,800,000.
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The amount paid under Creditor Payment No.l and Creditor Payment No.2, together with the value of the
Admitted Creditors” Shares at the date of the Issue {as derermined at a value of 20 cents per Ordinary Share),
will not exceed the amount required 0 pay the total amount of Admitted Claims in full.

In addition, the Reconstruction Deed provides that if the Minimum Subscription is achieved, the Company
will repay the Proponent’s Loan to the Proponent. The Proponent has in turn agreed to repay the Proponent’
Sharcholders Loans to the Proponent Sharcholders,

1.9 Trust Assets Declaration And Retained Assets

Under the terms of the IDXOCA and the Trust Deed the Deed Administrators, in accepting the Recapitalisation
Proposal, were able 10 agree that certain assets of the Company would, by execution of the Trust Deed, cease
to be beneficially owned by the Company and would be made available for the purpose of meeting the
Admitred Claims of Admitted Creditors. The Administrators and the Proponent have agreed that the
Recapitalisation Proposal will proceed on the basis that before the Termination Date the Trust Deed will be
executed so that the beneficial ownership of the Trust Assets will vest in the Trustee for the benefit of the
Admitted Creditors for their respective Admitted Creditors” Entitlements: see paragraph ‘Substitution of
Claims’ mn Section 1.6

As the legal ownership of certain Trust Assers may remain with the Company after the Termination Date and
liabilities may therehy atrach o the Company, the Reconstruction Deed provides that the Trustee must
indernnify the Company out of the Trust Assets against all costs, outgoings and other liabilities referable to the
Truse Assers that are incurred after the Operative Time (Indemnified Liabilities) provided that

%  that indemnity is stricedy imited o the Trust Assets; and

B  the Company releases the Deed Administrators from all costs, outgoings and other liabilities in
excess of that Hmitatton but only if the Deed Admimstrators do not effect the distribution of any
Trust Assets 1o any Admitred Creditor at any time unless the Deed Administrators are able 1o duly
meet from the remaining Trust Assets all Indemmified Liabilittes that have arisen or are reasonably
foreseeable.

The Reconstruction Deed also provides that the Deed Administrators or Trustee will pay all costs, outgoings
and other Habilities legitimately incurred by, and which have been invoiced to the Company after the
Administration Date and up to, the Operative Time.

Following the Termination Date the Company will retain ownership of various tenements and various
technical and intellectual property and cash {Retained Assets): (see Sections 1.12, 1.13 and the pro forma
summary of assets and Habilittes in Section 8.8).

1.10 Merger Proposal

The Reconstruction Deed enables the Company o acquire the Proponent’s Issued Shares in exchange for the
issue of the Proponent Sharcholders” Shares under the Merger Proposal. The Proponent’s Directors have
heen involved in the formulation of the Recapitalisation Proposal. 1t 1s proposed they will form the Board if the
Resolutions are passed: {see Resolutions 8 to 10 and Section 2.3.8).

The Proponent Sharcholders includes the Proponent’s Directors and others who have funded the Proponent
to enable the formulation and execution of the Recapitalisation Proposal including the making of Proponent™s
Loan: {see Section 1.7)

The Proponent has undertaken no activitics other than the promotion of the Recapitalisation Proposal and
associated funding of the Proponent for that purpose. At the date of its acquisition by the Company, the
Proponent will have liabilities for the Proponent’s Sharcholders Loans of up 1o 280,000 (anticipated to be
£$200,000), an exploration licence application bordering Koolanooka tenements (E70/2538), intended to
protect the development options regarding Koolanooka, and the Business Plan and various relationships it will
bring to the Company’s benefit. The Proponent™s Sharcholders Loans will be repaid from the repayment by
the Company of the Proponent™s Loan.
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Under the Reconstruction Deed the Proponent may request the Company to issue the Proponent
Sharcholders’ Shares to all of the Proponent Shareholders in such number or proportion as the Proponent
may direct, in exchange {or the Proponent™ [ssued Shares.

if that oceury:

B  the Deed Administrators, the Company, the Proponent, the Proponents Directors and the
Proponent Sharcholders must enter into the Merger Documentation;

#  the Company must issue the Proponent Shareholders’ Shares to Proponent Shareholders in the
proportions that the Proponent Sharcholders hold their Proponent [ssued Shares at the Operative
Time; and

B  the Proponent must procure that the Proponent Sharcholders transfer their Proponent’s Issued
Shares in exchange for the issue to them of Proponent Sharcholders’ Shares, so that all of the
Proponent’s Issued Shares will thereby be transferred to the Company and the Proponent will
become a wholly owned subsidiary of the Company.

Under the Reconstruction Deed the constderation for the Proponent’s Issued Shares will be the exchange of
the Proponent Sharcholders’ Shares. That will be 9,003,613 Ordinary Shares provided that, if ar
Reinstatement the 9,003,613 Ordinary Shares would constitute more than 19.9% of the total issued share
capital of the Company {(taking into account all the New Shares), then the number of Ordinary Shares o be
issued as Proponent Sharcholders’ Shares will be reduced to 19.9% of the total issued shares of the Company
{including all the New Shares).

The Proponent’s Issued Shares transferred to the Company in exchange for the Proponent Sharcholders’
Shares do not form part of the Trust Assets,

1.11 Proposed Capital Structure on Completion of the Recapitalisation Proposal
Details of the capital structure before and after the issue and allotment of all the New Shares are set out below.
#®  Share Consolidation

The existing share capital of the Company is to be consolidated on a one for 100 basis under the
Share Consolidation. There are no Options presently granted by the Company. There are no other
securities issued by the Company other than fully paid ordinary shares.

Number of Existing Ordinary Shares (on a pre-consolidation basis)

on 1ssue before Share Consolidation 300,200,655
Number of Ordinary Shares on issue after the Share Consolidation o moare than 5,002,007

Note: The Share Consclidation does not of itself affect the proportions in which the Existing
Sharcholders will hold the Ordinary Shares, however, Resolution 2 provides that if an Existing
Sharcholder holds a number of Bxisting Ordinary Shares which is not evenly divistble by 100, the
number of replacement Ordinary Shares credited to that Lxisting Shareholder will be rounded
down to the nearest whole number.

#®  Ordinary Shares After Share Consolidation and Recapitalisation Proposal

The number and ownership of Ordinary Shares immediately after the completion of the Share
Consolidation and the allotment of all the New Shares (assuming the number of New Shares issued
equals the Anticipared Share Issue) is set out below:
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Issued Shares After Issue and Share Consolidation Number of Shares “h

Total number of Ordinary Shares after Share Consolidation

and before the Issuer no more than 5,002,007 10%
New Shares to be issued pursuant to the 1 for T rights issue 5,002,007 109
New Shares to be issued pursuant to the general issue** 25,010,035 50%
New Shares to be issued to the Trustee 6,602,408 12%
New Shares to be issued to the Proponent Sharcholders** 9,003,613 18%%

Total number of Ordinary Shares on 1ssue on completion
of the Issue and after Share Consolidation. 30,020,070 100%

** Assumgeng snmnber of New Shares issued equals the Anticipated Share Issue.
The Anticpated Share Issue excludes the oversubscriptions of 5,002,007 New Shaves

As part of the Recapiralisation Proposal the following Ordinary Shares may be issued by the Company:

B  New Shares by way of rights and general issues: 30,012,042 Ordinary Shares {with provision to

accept a further 5,002,007 Ordinary Shares as oversubscriptions)

w  Admitted Creditors” Shares: 6,002,408 Ordinary Shares

#  Proponent Sharcholders’ Shares: 9,003,613 Ordinary Shares.
No Options are o be lssted as part of the consideration for the acguisition of the Proponent’s Issued Shares.
A toral of up to 550,221 Options representing 1% of the issued capital, will be issued to Norvest as part of the
consideration for the provision of consulting services regarding the Recapitalisation Proposal. If the New
Shares issued equals the Anticipated Share [ssue, as shown in the above table, 300,201 Options will be issued
to Norvest. See Section 2.3.5 for further detatls of these Optons.
If the Issue is successful and the target issue of 30 million Ordinary Shares is achieved under the Issue the
proposed capital structure will see the Company with an issued capital amounting to approximately 50 million
Ordinary Shares, in approximately the following proportions:

Shares (m) Yo
Essting Ordinary Shares (post Share Consolidation) 3 10
Admitted Creditor’s Shares issued on Debt Capitalisation 6 12
Issue Shares (target) 30 60
Proponent Shareholders” Shares 9 18
Total Shares 30 100

if the Company achieves the Minimum Subscription of 3 million or achieves the full subscription of the Issue
{including over-subscriptions of §1 million) the approximate proportions would be as follows:

Minirmmum subscription Maximum Subscription

Shares (m) Yo Shares {m) Yo
Existing Ordinary Shares
(post Share Consolidation) 3 15 3 9
Admitted Creditors’ Shares
issued on Debt Capiialisation 6 18 & 11
[ssue Shares 15 47 35 64
Proponent Shareholders” Shares 6.5 20 9 16
Totals 325 160 35 100
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1.12 Tenements

The sale of Talering Peak to Mt Gibson Iron Lid and Mt Gibson Mining 1ad represented a reduction of

approximately 12% of the Company’s ore reserves and mineral resources. This sale has been reflected in the

Company’s pro-forma consolidated Balance Sheet, detailed in Section 8.8,

Set out below is a table of the tenements that will remain in the Company upon completion of the

Recapitalisation Proposak:

Koolanooka Hills, Western Australia — 100%

ML, 70/1012
MI. 76/1013
ML 70/1014

L. 70/2433

Area
598Ha
29%Ha
29GHa

33 Blocks
12,296Ha

Status
Granted
Granted
Grantred

Application

Blue Hill Range, Western Australia — 100%

L 539/462
L 539/902
EL 39/971
L 59/1059

Area

2 Blocks

2 Blocks

& Blocks
34 Blocks
13,800Ha

Status
Granted
Granted

Application
Application

Jack Hills, Western Australia — 100%

L 20/209
L 20/458
EL 51/906

Area

8 Blocks
68 Blocks
40 Blocks
34,8G0Ha

Status
Granted
Application
Application

113 Technical and Intellectual Property

Weld Range, Western Australia — 100%

Area

TR 706/3502 2310Ha
EL 20/176 7 Blocks
MIL. 204402 960Ha
MIL. 207403 991Ha
MIL. 204419 307Ha
EIL. 51/907 33 Blocks
EI. 20/459 2 Blocks
EI. 20/457 7 Blocks
ElL. 20/492 8 Blocks
19,9f7Ha

Status
Granted
Granted
Granted
Granted

Application
Application
Application
Application

Application

Robinson Range, Western Australia — 100%

Area
L. 52/1552 39 Blocks
1. 52/1553 70 Blocks
1. 52/1554 70 Blocks
1. 52/15358 34 Blocks

44 Blocks
&89, 100Ha

L 52/1556

Status
Application
Application
Application
Application

Application

Mt Aubrey, Western Australia — 100%

Area
EL 09/1004 47 Blocks
EIL 70/2237 33 Blocks

30,000Ha

Status
Application

Application

Up to the Administration Date the Company had spent in excess of 380 million upon various aspects of
pursuing the development of the Mid West Iron & Steel Project viston (MWIS) through the Fron and Steel
(Mid West) Agreesnent Act 1997 (W) (Agreement Act). This expenditure had been booked as a continuing
asset of the Company (MWIS Expenditare).
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The MWIS Expenditure took the form of such things as securing and maimaining tenements, drilling and
other geological work, metallurgical studies, project engineering studies of various types, establishing
relationships with various suppliers, contractors, consultants and potential off-take parties, (ncluding the
relationship with An Feng), market srudies, etc.

The agreement made between the Company and the Seate of Western Australia and ratified by the Agreement
Act has been erminated. Tallering Peak has now been sold, some of the matertal is dated and no longer relevant
and the proposed Business Plan (see Sectdon 1.14) will necessarily delay the potential realisation of any cash
flow from some of the technical work {(e.g. relating o sreel production). To address this siruation, the Balance
Sheet value of these assers has been revised downward by the Company as at 31 December 2001, The carrying
value of non-current assets, after the sale of Tallering Peak, is recorded at approximately $22.5 mullion.

This $22.5 million relates o the $27million carrying value in the Company™s 2001 Annual Report after
deducting the $4.5 million sale of the Tallering Peak tenements by the Administrators. The $22.5 million
carrving value is consisrent with the implicit price for contained fron in the tenements as caleulated by the
Proponent.

1.14 Business Plan

The Company™s operations will be based in Perth with minimal head office personnel and a modest operations
base.

The Proponent’s Direcrors inttial goal is (0 review the geological, metallurgical and development data
comtained i over 200 archive boxes obtained as part of the Recapitalisation Proposal. This data includes a
range of previously constdered options including construction of a pellet plant as a stand alone operation or
embedded with aspects of larger projects, such as development of a DRIHBI project requiring a pellet project
to supply the necessary fron unit feedstock.

Iron Ovre Pellet project

The Proponent’s Directors current preferred option 18 an Iron Ore Pellet project, focusing on the Asian
market and the EAF feedstock market in particular, with the near term target being the preparation of a formal
Pre-Feasibility Study based on the Koolanooka renements.

The Proponent’s Directors current intention in relation to the proposed Iron Ore Pellet project may be
summarized as follows:

B A world-scale, low cost 4.5 million tonnes per annum operation, producing high grade direct
reduction (DR} iron ore pellets.

B The project would be based on the large demonstrated ore reserve of 405 million tonnes at
Koolanooka, with additional resources and reserves potential. The reserve has a stripping ratio of
0.8 ronnes of waste per tonne of ore and is sufficient to support a 32 year pellet production
operation.

B  The ore reserve would be mined as an open pit operation simitlar to the initial mining of direct shipping
Koolanooka fron ore conducted by Western Mining Corporation and Hanna from 1966 1o 1972,

B  Three sites would be considered for construction of the pellet plant, all within convenient rail
distance of the Port of Geraldton. The Port of Geraldion s currently being upgraded to take
55,000 dwt Handymax bulk carriers, suitable for exporting pelles.

W The overall project preliminary capital cost has been estimared at AS540 millon with the project
hkely to reach full production during 2006,

W Significant early costs, in the order of $8 million to $12 mallion, would need 1o be incurred for a
preliminary and then a definitive/bankable feasibility study and other costs prior to financial
closure. The rarget date for completion of the bankable feasthilivy study would be mid 2004,

W  Based on earler detailed feasibility study work by Western Mining Corporation the Proponent’s
Directors understand that improved financial results may be obtained for the Koolanooka peller plant
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project through the exploitation of ore at the Blue Hills tenements (64 km east of Koolanooka) and use
of pipeline rransportation of concentrates to the pellet plant site rather than rail.

Benefits of the proposed Iron Ore Pellet project, based on the Koolanooka deposit, are considered to be:

[

[

The Koolanooka primary magnetite ore is hard and requires fine grinding. It is similar in
mineralisation style and metallurgical behaviour to the very large Lake Supertor iron ore deposits in
Naorth America, but higher in grade.

The Koolanooka magnetite ore has been demonstrated as able to be concentrated to a sufficiently
tow level of silicon and alumina impurities for production of DR pellets for use in electric arc
furnaces, which command a price premium over the lower quality blast furnace pellets, with higher
mmpurity fevels,

There 1s g large international seaborne trade in pellets, estimated at approximately 90 million tonnes
per annum, and market forces favour the entry of 4 new independent producer, to lessen the
concentration and market domination of the three largest supphiers, CVRID, Rio Tinto and LKAB.
“Farget regional markets include BEast Asia, the Middle East, Malaysia and Indonesia.

Koolanooka is very well situated in terms of existing road, rail, gas, telecommunications and export
port infrastructure, and the project location in the Western Australian wheat belt region causes a
significantly lower operating cost structure than in the Pilbara region.

The provisional estimated FOB costs of less than USE30 per tonne of pellets is regarded as both
competitive and likely to generate reasonable rerurns,

"The relative proximity to the Astan markers will provide a competitive advantage.

There are no signtficant identified project risks that are currently considered likely to impact on the
Koolanaooka project.

The above intentions and benefits all require further detailed work and analysis before a definitive outlook for
the proposed Iron Ore Pellet project can be finalized. This will be achieved, in part, by the review of the
geological, metallurgical and development data contained in the archive boxes obtained as part of the
Recapitalisation Proposal.

Direct Shipping of Haematite Ore and development of a DRIIHBI project

Parallel with the further investigation of the Iron Ore Pellet project the Company will investigate the scope for
modest direct shipping of haematite ore and the opportunity of developing & DRIHBI project. These
investigations would be conducted in conjunction with the Iron Ore Pellet project but would receive less

attenion.

The direct shipping of ore for the blast furnace market has the potential of providing an early cash flow at a
relatively low cost. The potential to identify, mine and export some direct shipping grade iron ore has already
been identified. Even the export of guantities as low as (0.5 to 1 million tonnes per annum for three or four
vears would make a material contribution to pre-development expenses for the Iron Ore Pellet project. Based
on a limited review of geological data from the WMC-Hanna days, scope for direct shipping ore from
Koolanooka tenements seems limited whereas scope for direct shipping ore from the nearby Blue Hills
tenements seems 1o be greater.

The development of 2 DRIJHBE project to provide acrual feed for EAF steel producers would reguire a greater
capital cost than the Iron Ore Pellet project as, development of the DRIJHBI project would require an Iron Ore
Pellet project to supply the necessary ron unit feedstock.

The kkely cost and timetable for conducting the necessary work for etther the Iron Ore Pellet project andfor
these additional options would be dependent on the review of the wealth of relevant data that already exists.
The cost and time should be less than might normally be budgered if the examination of a pellet plant proposal
was starting {rom scratch.

Exploration and Development of other tenements

The Company will also proceed with exploration and relared work on the non-Koolanooka tenements. The
annual maintenance commitments for these tenements amounts 1o approximately $381,000 at t February
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2003, The objective of this work will be to better identify prospective geological assets and related
mineralogical information that will assist with future decisions in relation to these tenements.

The largest renement package is the Weld Range group of tenements, which is remote from both the coast and
existing mfrastructure, and hence represents the potentially most complicated development prospect. The
Company will most likely look to some form of partnership arrangement for development of the Weld Range
assets within the first vear or so of the recapitalisation of the Company.

Funding

The capital being raised by the Issue will enable the Proponent™s Directors to assess their preferred option
against alternative options and to assess the need for future debt and equity requirements. The actual level of
future funding required will be dependent on several factors:

{a) A thorough review of the avatlable data needs o be completed. Once reviewed, the viability of the
Proponent’s Directors preferred option can be compared with alternative development opportunities.
The review will determine which opportunity can be implemented in the most cost effective manner,
partictdarly 1if there is a refatively full suite of data available for one or various options. The more likely
scenario is that a number of alternative options may emerge, each based on less than complete data sets.
The implication of the latter will be a requirement for a period of further research and possibly a further,
minor capital raising ahead of definition of a preferred major development and the major capital raising
agsoctated with that development. The mplication of the former will be that the Company should
relatively gquickly be able to move on to detailed planning for and then implementation of a major
development, including the related fund raising.

{hy The direct shipping of ore for the blast furnace market has the potential of providing an early cash flow
at a relatively low cost,

() The prospect of entering into development partnerships with previous and new suppliers and
contractors to the Company or joint venture partners in the development of the exploration tenements.
These partnership opportunities could have a major bearing on the selection and definition of the
preferred project, Hming of activities and possible requirements for further capital raisings.

(d) The level of capiial ratsed through the Issue will determine, in part, the type and timing of the initial
mvestigations and development. The level of capital raised will also impact on the level and tming, if at
all, for a second capital raising,

{e)  The resules of the initial mvestigations will assist in determining whether the selected strategy 1s capable
of carrying any level of debt funding.

1.15 Use of Funds

The funds being raised by the Issue, the subject of this General Meeting, will enable the Proponent’s Direceors
to assess their preferred option against alternative options and to assess the need and size of future debt and
equity requirements, i any.  As stated elsewhere in this document, it is the view of the Deed Administrators’
and the Creditors’ Committee that the Reconstruction Proposal, including the Issue, provides the maximum
chance for the Company to continue and provides a better return to all stakeholders than would result from an
immediate winding up of the Company.

Set out below is a summary of the use of the funds being raised based one

{a) receiving minimum subscriptions of $3,000,000;

(b receiving the Anticipated Share Issue of $6,000,000; and

{¢) receiving the Anticipated Share Issue plus the oversubscriptions of $1,000,000.
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Minimum Anticipated Over-
Subscript’n Share Issue subscript’ns

$°000 $°000 $°000

Payment to Admitted Creditors 1,000 1,300 1,400

Repayment of Proponent’s Loan 200 200 200

Repayment of Administrator Loan 100 100 100

Expenses of the Issue 270 270 270
Consultants & contractors (1) (1) (1)

- project feasibiliny 100 930 1200

— fenement exploration 50 625 200

Internal feasibility coses (1) (i) 400 920 1100

Tenement maintenance (1) 80 170 170

Working Capital (iv) R0 1,485 1,760

Total funds raised 3,000 6,000 7.000

{1y These costs represent the budgered costs for the first swenty four months after the Issue.

(it}  With the mintmum capital raising greater focus will be placed on farm-out of tenement interests and
partnership arrangements for the pre-development work on the proposed pellet project.

(i1} The oversubscriptons will accelerate the tenement exploration and pellet plan feasibility,

{iv) Corporate costs, including all insurances, are estimated at approximately $300,000 pa.

1.16 The Management Team

Under the Reconstruction Deed the existing Board is to be replaced with a new Board consisting of the
Proponent’s Directors,
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2 GENERAL MEETING

2.1 Action to be Taken by the Shareholders

The Recapitalisation Proposal involves the convening of the General Meeting for the purposes of passing the
Resolutions in compliance with the requirements of the Listing Rules and the Corporations Act

Accompanying this Statement is the Notice of Meeting convening the General Meeting which includes a
Proxy Form.

Existing Sharchaolders are encouraged to attend and vote in favour of each of the Resolutions to be put at the
General Meeting,

If an Exasting Sharcholder is not able to attend and vote at the General Meeting the Bxisting Sharcholder may
complete the Prosty Form and return it to the Company’s share registry not later than 48 hours before the time
spectfied for the commencement of the General Meeting,

2.2 General Meeting Resolutions
There are 11 Resolutions 1o be put to the General Meeting,

All resolutions are ordinary resolutions except Resolution 6 (Change of Name) and Resolution 7
{ Amendment of Constitution) which are special resolutions.

The passage of each ordinary Resolution is conditional on the passing of each of the other ordinary
Resolutions, so that no ordinary Resolution will have effect unless each of the ordinary Resolutions is passed
by the requisiic majority.

2.21 Listing Rule 7.1

Under Chapter 7 of the Listing Rules there are imitations on the capacity of a company to enlarge its capital
by the sste of equity securities, without sharcholder approval. The limitation is to 15% of a company’s capital
in any 12 month period.

Listing Rule 7.1 provides that a Company must not without sharcholder approval, subject to certain
exceptions, issue during anyv 12 month period any equity securities, or other securities with rights of
comversion to equity (such as an Option), if the number of those securities exceeds 15% of the number of
securities in the same class on issue at the commencement of that 12 month period.

The rotal number of Ordinary Shares that may be issued tnder Resolutions 2, 3 and 4 18 50,020,070 Ordinary
Shares.

if all of the Options to be granted under Resolution 5 were to be exercised and the maximum number of New
Shares had been issued, this would result in the issue of a further 550,221 Ordinary Shares.

As the proposed issue of Ordinary Shares and grant of Options will result in an issue of more than 15% of
the Company’s capital in & 12 month period, Sharcholder Approval is required under Listing Rule 7.1 for
the issue of the Ordinary Shares under Resolutions 2, 3 and 4 and the grant of the Options under
Resolution 5.

Following the issue of all the New Shares and the grant of the Options referred to above, the Company will still
have the capacity to issue 15% of its expanded share capital over the next 12 months as those New Shares and
Options once issued will be excluded from the calculation under Listing Rule 7.1 if those Resolutions are
passed at the General Meeting,

All of the Ordinary Shares referred o in the Resolutions (including any additional Ordinary Shares issued on
the exercise of the Opuons referred 1o In Resolution §) will, on issue, rank egually in all respects with the
Existing Ordinary Shares.
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Those Ordinary Shares referred to in the Resolutions (excluding any additional Ordinary Shares issued on the
exercise of the Options referred to in Resolution 3% will all be issued at the same time following the
achievement of Minimum Subscription under the Prospectus.

2.3 Explanation of Resolutions

2.3.1 Resolution 1 — Consolidation of Capital - provides for the approval of the proposed
comsolidation of the capital of the Company as required by Section 2541 of the Corporations Act. Resolution
1 1% an ordinary resolution.

Section 254H of the Corporations Act enables a company to convert all or any of its shares into a smaller
number of shares by a resolution passed at a general meeting.

To facilitate the business development of the Company an equity raising will be undertaken in mid 2003,
stubject 1o the passing of Resolution 2. ASX requires that the issue price of new shares for which the Company
seeks Quotation must be at least 20 cents per share.

To enable the Company to issue shares at a price of 20 cents each it is proposed that the issued capital of the
Company be consolidated on a 1 for 100 basts by undertaking the Share Consolidation.

if, on the date of the General Meeting, an Fxdsting Sharcholder holds a number of Existing Ordingry Shares
which 1s not evenly divisible by 100, the number of replacement Ordinary Shares credited to that Bxisting
Sharcholder will be rounded down to the nearest whole number.

The passing of Resolutton 1 will result in the Company having share capital of approximately 5 million
Ordinary Shares immediately afrer the Share Consolidation.

Whilst it is not considered that there are any taxation consequences for Existing Shareholders arising from the
Share Consolidation, Exdsting Sharcholders are advised to seek their own tax advice on the effect of the Share
Consolidation and neither the Company, the [Directors, the Proponent or the Proponent’s Directors nor the
Decd Administrators nor any adviser to the Company accepts any responstbility for any individual Existing
Sharcholder’s taxation consequences of the Share Consolidation.

The Proponent’s Directors consider the Share Consolidation will create a more manageable number of issued
Ordinary Shares, particularly having regard o the need to issue a significant number of new Ordinary Shares
under the Issue (see Resolution 2), by way of debt capitalisation {see Resolution 3) and the issue of the
Proponent Shareholders” Shares (sce Resolution 47,

The Share Consolidation itself has no impact on the total net value of a sharcholding or on the value of the
assets o which those BExisting Ordinary Shares relate. The information required under Listing Rule 7.20 in
relation to the Share Consolidation is set out in Sectdon 4.2,

2.3.2 Resolution 2 — Issue - provides for the approval required under Listing Rule 7.1 for the Issue (refer
section 2.2.1 above). Resolution 2 is an ordinary resoluton.

The proposed issue of up to approximately 35 million Ordinary Shares is placed before Existing Shareholders
for approval as required by Listng Rule 7.1,

As part of the Proposed Recapialisation, the Proponent seeks to procure completion of a capital raising by the
Company of up to approximately $6 million by the issue of up to 30,012,042 Ordinary Shares, with the option
to raise up to a further $1,000,401 by accepting oversubscriptions to a further 3,002,007 Ordinary Shares, at
the issue price of 20 cents per share. The proposed recapitalisation under Resolution 2 provides for a
mintmum capital raising of 83 million by the ssue of 135 million Ordinary Shares and a maximum capital
ratsing of §7,002,809.80 by the issue of 35,014,049 Ordinary Shares. These Ordinary Shares will be issued
within 3 months of the General Meeting.

The Ordinary Shares to be issued under Resolution 2 and 3 will be issued pursuant 1o 2 public prospectus
covering the righis issue and the general issue {with priority application entitlement for lLixisting
Sharcholders). Existing Sharcholders will receive a non-renouncable right on a 1 for 1 basis for their post
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comsolidated 5,002,007 Ordinary Shares to raise 1,000,401, The Company will make a further general issue
of any shorefall in acceptances of the rights issue and a further 25,010,035 Ordinary Shares with an ability 1o
accept oversubscriptions for 5,002,007 Ordinary Shares. The general issue will raise up to a further
$5,002,007 and the oversubscriptions will raise up to a further 51,000,401, A possible total capital raising of
§7,002,809. The rights issue and general issue will be the subject of a single prospectus, with existing
sharcholders receiving a non-renounceable right on a 1 for 1 basis plus a priority right to subscribe for the
addiional general tssue shares. The Directors will exercise their discretion regarding acceptance of general
issue subscription applications and regarding any oversubscription, having regard 1o the desirability of
achieving the target raising as well as the desirability of attracting cornerstone investors and underwriting
reguirements,

The funds raised under the Issue are 1o be used in part to pay Creditor Payment No. 1. If the funds raised
through the Issue are greater than §3 million the Company will pay Creditor Payment No. 2 10 the Deed
Adminmstrators, as Trustee of the Trust Fund. The balance of the funds rased under the Issue will be used o
repay the Proponent’s Loan and for the costs of the Issue, re-listing of the Company on the ASX and to
commence implementation of the proposed Business Plan: see Section 1,14,

2.3.3 Resolution 3 — Debt Capitalisation - provides for the issue of the Admitted Creditors’ Shares to
the Trustee for the benefit of the Admitted Creditors in partal capitalisation of the Admitted Creditors’ claims
pursuant to the DOCA, by the way of issue of 6,002,408 Ordinary Shares to the Deed Administrators as
Trustee. For the purpose of determining their value in the hands of the Trustee or the Admitted Creditors, the
Admitred Creditors” Shares are deemed to have a value of 20 cents each. Resolution 3 #s an ordinary
resolution.

The issue of Ordinary Shares under Resolution 3 is also to be approved by Existing Sharcholders under the
reguirements of Listing Rule 7.1 for reasons set out in Section 2.2.1.

2.3.4 Resolution 4 — Merger - provides for the approval of the acquisition of the Proponent by the
Company in exchange for the issue of the Proponent Sharcholders’ Shares required under Listing Rules 7.1
and section 208 of the Corporations Act.

Refer 1o section 2.2.1 for further commentary on Listing Rule 7.1,

The Proponent Sharcholders’ Shares will be placed in escrow for the Escrow Period so as to prevent the
transfer of effective ownership or control of the Proponent Sharcholders’ Shares during the Voluntary Escrow
Period.

2.3.5 Resolution 5 — Issue of Options - provides for the approval of the issue of Options to Norvest.
Resolution 5 s an ordinary resolution.

The Proponent, in the investigation and development of the Recapitalisation Proposal engaged Norvest to
provide corporate assistance and advice for the benefit of the Company. In part payment of the fee to which
Norvest is entitled, subject to the re-capitalisation of the Company and the Company’s shares being re-quoted
on the ASX, it is proposed that Norvest receive Options to acquire Ordinary Shares in the Company,
equivalent to 1.0% of the total issued shares in the Company (after the issue of the New Shares), at an exercise
price of 28 cents per share, exercisable on or before four vears from the date of issue of the Options. Norvest
is 70% owned by Norgard Clohessy Pry Limited of which the Deed Admintstrators are directors and majority
sharcholders. The issue of the Options i3 considered to be reasonable in the circumstances of the Company
and Norvest dealing ar arm’s length with the Proponent in regard to the terms of their appointment.

The full terms and conditions of the Options are set out in Annexure 1.

The issue of the Options will take place no later than 3 months after the date of the General Meeting, with the
key terms being an exercise price of $0.20 per share and a tenure of 4 vears.

The issue of Options pursuant to Regolution 6 1s also to be approved by Existing Sharcholders under the
reguirements of Listing Rule 7.1 for the reasons set out in Secrion 2.2.1.
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The quantum of benefit to be received by Norvest will depend in part on the price at which the Ordinary
Shares rade on the ASX. However, based on the 20 cent issue price pursuant to the proposed Prospectus the
vatue of the Options, based on their intrinsic value at the date of the General Meeting, has been assessed at nil.
More detailed commentary on the value of the Options Is set out below,

Share price and value of the Options
Share price

The Company’s shares were last traded on the ASX on 27 November 2001, being the date on which the
Adrministrators” were appointed to the Company. Given the length of tdme since the Company last traded on
the ASX and that all prior trading was before the appointment of the Administrators’ and before any
announcement of the Recapitalisation Proposal, prior ASX share trading prices for the Company are not
comsidered appropriate for a valuation of the Options. A more appropriate value for the Ordinary Shares, for
the purposes of valuing the Options, s considered to be the 20 cent issue price of the Issue.

Value of options

As it 1% a condition of the proposed reconstruction and recapitalisation that Ordinary Shares be offered by
public Prospectus at an 1ssue price of 20 cents and the exercise price of the Opgons is 20 cents, the Options
have an intrinsic value of nil.

However, it ¢can be argued that an option value can be assessed using various theoretical valuation
methodologies. These theoretical models are designed to allow for the intrinsic value, the time value of money
and the volaglity of the share price movement. 'The most common valeation method s the Black & Scholes
valuation model.

The Black & Scholes method:

Using a market volatility (based on an average implied volaghity of similar sector companies with exchange
traded options) of 33%, an exercise price of 20 cents, a share value of 20 cents per Ordinary Share and an
expiry date of 31 March 2007, the Black & Scholes method results in a value of 6.8 cents per Option.

it should be nored that the Black & Scholes method is most accurate for pricing exchange traded options
which have a relatively short time to expiry, relatively low volatilities and which have significantly large
volumes traded in the company’s underlying shares.

The Black & Scholes method, due 1o the volatility in the market for the Company’s shares, the unknown volume
of trading in the Company’s shares, the period to expiry and the option holders ability to exercise at any time,
the Hkelthood that asset returns for the Company will not be normally distribured and other key theoretical
assumptions of the Black & Scholes method, may result in a potentially misleading valuation of the Optons.

Dilution effect

The issue of Options to Norvest will have a diluting effect on the value of existing shareholders holdings if the
Options are exercised. The dilution effect if all the Options issued to Norvest are exercised would amount to
approximately 1% of the Ordinary Shares on issue.

2.3.6 Resolution 6 — Change of Name - provides for the approval of the change of name of the
Company. Resolution 6 is a special resolution, pursuant 1o section 137 of the Corporations Act.

As a new image for the Company is considered desirable, it is considered that the proposed new name suitably
identifies the Company.

2.3.7 Resolution 7 — Adoption of Constitution - provides for the adoption of a new Constitution for
the Company that 1s in terms acceptable to ASX. Resolution 7 is a special resolution pursuant to section 136
of the Corporations Act. The Corporations Act has been enacted and the Listing Rules amended since the
adoption by the Company of its existing constitution. The passage of Resolution 7 will modernise the
comstitution of the Company by reference o the terms of the Corporations Act and meet current requirements
of ASX. The terms of the proposed new constitution have been approved by the ASX.
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2.3.8 Resolutions 8 to 10: Board Changes

Resolution 8 to 16: Appointment of Proponent’s Directors -« provides for the approval of the
appointment of the Proponent’s Directors to the Board (namely Stephen Ross de Belle, Robert Harry Duffin
and Jesse Kavanaugh Taylor) under separate Resolutions. Resolutions 8 to 10 are all ordinary resolutions.

Briet CV's for the proposed directors are as follows:
Jesse K Taylor

Jesse Taylor has a BA in economics and an LB in law from the University of Texas, and an [LILM in
international law from George Washington University Law School. He was a JSI){¢) m international and
comparative law from Yale Law School, and was a Sterling Fellow in corporate management and finance at
Yale Law School.

Jesse is a direcror of Mincom Limited and Moneo Metals Limited.

Jesse’s former executive positions include executive chairman of Kaiser ngineers International, executive
direcror of Elders Resources Limited, President of GFTA, a financial services joint venture between the
German group Gesellschaft fur Trendanalysen and Morgan Stanley, and president of Phibro Development
and Management Corporation. He held various positions over a 15 vear period with Kaiser Engineers Inc and
the US Aromic Energy Commission,

In addition to his executive roles, Jesse has served as a non executive director on the boards of several
companies, mecluding CIF Limited (Chairman}, Diversified Mineral Resources NI, China Cement
Corporation, Minproc Engineers Lid (Chairman), Balderstone Hornibrook Lid, Kidston Gold Mines Led,
Hebden Mining Company Lid {Chairman)}, Robe River Lid, Australmin Lid, and Mysore Cement Lxd.

Jesse has very wide international business experience, largely in the resources, resources engineering and
finance sectors. He has been a member of over 20 professional or learned socteties stnee 1960,

Jesse was appointed a non-executive director of Kingstream in March 2001, He resigned as a director in
September 2001,

JesseTaylor s aged 71 vears.

Stephen R de Belle

Stephen has a BA in economics from Macquarie University, an MSc¢ in economics from the London School
of Economics, and a Masters Degree in'Town and Country Planning from Sydney University. He 18 a Member
of the Australian Insttute of Company Directors.

He is a non-executive director of Australian Superannuation Nominees Limited.

Stephen'’s background is in strategic marketing, finance and business development analysis for projects,
husinesses, companies and markets, especially in the minerals and energy, FT&T and infrastructure sectors.
His financial experience includes trading bank and bond debt, private, listed and joint venture eguity and risk
management products. His emplovment record includes consulting firms, merchant, investment and trading
banks, small and large corporates and the publc sector.

Stephen has had wide exposure 1o the ron ore and steel industries and associated infrastructure, including a
study of development options for the Yandi iron ore deposit (then owned by CSR Minerals), development of
a proposal for the debt and equity funding of a major HBI project in the Pilbara, a study of a proposal for the
development of a major steel project for the Government of Victoria, provision of a review and advice 1o ABB
regarding a major steel project, valuation work for Robe River regarding that iron ore project, various work in
relation to the Mr Newman iron ore project, various work for the sponsor of a major EAF steel project
proposed for Australia, adviser and arranger for Energy Equity Lid regarding the Blackall power station and
Gilmore gas field and pipeline projects and the Sengkang power station, and ABB’s proposed Collie Power
Project and for Mission Energy’s Kwinana financing, and advisor to Samsung and Clutha regarding the
Springvale coal joint venture and arranger of project finance for that development.

Stephen’s previous roles and employers include head of resources finance, ABN AMRO Austrahia, director,
structured finance, Barclays Bank {then BZW Australia), senior manager, corporate finance, ANZ Capital
Markets/McCaughan, senior manager, corporate finance, Capel Court, sentor marketing manager, oif and gas
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division, CSR 1id, sendor {inancial analyst, minerals division, CSR Led, consultant, IMG Consultangs, and
direceor, regiomal planning, Northern Metropolitan Region, NSW Department of Health,

Stephen de Belle is aged 51 vears.
Robert H Duffin

Bob Duffin has a BSc(Hong) degree from the University of New England, an MSc(Hons) from Macquarie
University, and a Graduate Diploma in Management from the University of Central Queensland (rthen known
as the Capricornia Institute of Advanced Education). He is a Fellow and Chartered Professional in
Management of the Australasian Institute of Mining and Metallurgy, and holds Australian Financial Services
Licence 223675 issued by ASIC. He is Managing Director of Resource Equity Consultants Pty [id, a firm
which provides investment advisory services in the minerals sector to @ wide range of chients. He has over 30
vears experience in resource exploration and project assessment, including over 15 years experience in mining
investment analysis, project valuations and assessments of fair value of securities.

Bob has held sentor positions with Peko-Wallsend $td and MIM Holdings Lid, then two of Australia’s largest
rining companies, and is a former managing director of Austirex International Litd, an international resource
exploration consulting and contracuing firm. He has lived and worked in remote mining communities,
including Kalgoorlie in Western Australia, where he resided {or four years in the 1970s. He has worked with
three stockbroking firms, and was head of research at one of them in the 19803,

Bob is a non-executive director of Centennial Coal Company Limited and is a director of BMA Gold Limited,
an unhisted gold mining company with assets in Queensland. He has served on the boards of histed companies
since 1986,

Bob Duffin is aged 53 vears.

2.3.9 Resolution 11 — Posting on the Web - provides for the approval of the posting of material on the
Web so that that information can be efficiently and economically made available to a large and dispersed
audience. It also saves resources. Access to the Web is Increasingly pervasive. Using the Web for posting the
proposed prospectus regarding the Issue and the Company accounts will enable significant savings regarding
printing and postage. Resolution 11 1% an ordinary resolution.

2.3.10 Resolution 12 - Number of Directors - provides for the approval of the number of directors
being reduced from the mintmum of five {3) provided under the current Constitution (In respect of which the
Company 18 not currently in compliance) to a minimum of three (3). This will enable the company to then
comply with its current Constitution and hence with the ASX Hsting requdrements.

The replacement constitution proposed in Resolution 7 contains a provision for a minimum of three (3)
direcrors and this Resolution 12 will not be put to the meeting if Resolution 7 is approved. Resolution 1218 a
spectal resolution.
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3 REGULATORY REQUIREMENTS

As the Company is listed on the ASX, although trading in the Company's securities 1s presently suspended,
compliance with relevant Listing Rules is required in the implementation of the Recapitalisation Proposal.
Additionally, compliance with the ‘related party” provisions in the Corporations Act is reguired: (See Section
4). These requirements are explained more fully below.
The requirements of the Listing Rules applicable to the proposed Resolutions are set out in Section 2.
Additionally, Listing Rule 7.20 requires that Existing Sharcholders be notified that on the Share Consolidation
becoming effective:

B  the number of Ordinary Shares issued by the Company will be reduced from approximately 500

millton Existing Ordinary Shares to approximately 5 milkon fully paid Ordinary Shares;

there 1s no amount unpaid on the issued securities of the Company; and

B  if an Bxisting Sharcholder holds a number of Exsting Ordinary Shares which is not evenly divisible
by 100, the number of replacement Ordinary Shares credited to the Sharcholder will be rounded
down to the nearest whole number.

The Company does not have on issue any convertible securities including Options.

4 RELATED PARTY TRANSACTIONS

41 Overview

The Corporations Act containg provisions (Related Party Provisions) which restrict transactions
undertaken by a public company and ‘entities” that a public company controls {Regulated Entity) with
‘related parties” which are designed 1o protect the interests of a publc company’™s members as a whole, by
reguiring Sharcholder Approval for giving certain *Anancial benefits” to the ‘related parties’

The Related Party Provistons apply to Resolutions 4 and 5 (Related Party Resolutions)

W  the Merger Proposal by virtee of the issue of the Proponent Sharcholders’ Shares in exchange for
the Proponent’s Issued Shares and the associated proposed changes to the Board: see Resolutions 4
and ¥ t0 10; and

B the grant of the Options: see Resolution 5.

Despite anything else in the Corporations Act or in any other law of this jurisdiction {including the general
law) or anything in the Company’s consgrution Resolution 4 must be the same as the proposed resolution
lodged with ASIC.

Accordingly Resolution 4 must be passed in the rerms notified in the Notice of Meeting and cannot be
amended at the General Meeting (if that was otherwise permissible).

Whilst two of the Existing Directors { Messrs Court and Zuks on an Associare inclusive basis: see Section 4.4)
hold Ewsting Ordinary Shares and have lodged Claims against the Company (which have not been accepted
by the Deed Administrators as Admitted Claims and are subject to adjudication) and are ‘related parties’ for
the purposes of the Related Party Provisions, Sharcholder Approval 1s not required to Resolutions 2 and 3
under the Related Party Provisions in relation to those Existing Directors as they will confer a financial benefi
on those Hxisting Directors on terms that are considered reasonable in the circumstances if the Company and
those Existing Directors were dealing with each other at arm’s length.

Whilst Rudelph Diennis Sirr, an Existing Director, does not hold any Existing Ordinary Shares, he has lodged
a Claim against the Company {which has not been accepted by the [Deed Administrators as an Admitted
Claim and is subject to adjudication) and 18 a ‘related party” for the purposes of the Related Party Provisions.
Sharcholder Approval 1s not required to Resolution 3 under the Related Party Provistons in relation to Mr Sirr

KIRGSTREAM STEEL ETD (Subject to Deed of Company Arrangerment}



EXPLANATORY STATEMENT TO SHAREROLDERS

as resolutton 3 will confer a financial benefit on Mr Sirr on terms that are considered reasonable in the
circumstances if the Company and Mr Sirr were dealing with each other at arm’s length.

4.2 ldentification Of Related Party and Financial Benefits

The following table sets out “related parties” to whom the Related Party Resolutions will permit financial
henefits to be given (Related Parties) and the financial benefits to be provided to cach Related Party.

Related Party Financial Benefit Related Party Resolution
Each Proponent Issue of Proponent Sharcholders” Resolution 2 and 4
Sharcholder Shares and repayment of the

Proponent Sharcholders’ Loan *%*

Norvest The grant of the Options Resolution 3

***% The issue of Proponent Sharcholders” Shares to the Related Parties in exchange for the Proponent’s
Issted Shares under the Merger Proposal. The Proponent’s Direcrors at the date of this Statement hold
approximately 84% of the Proponent’s Issued Shares. Proponent Sharcholders” Shares will be issued to
sharcholders of the Proponent, including the Proponent’s Directors, in proportion to their holdings of
Proponent’s Issued Shares, but the actual number of the Proponent Sharcholders” Shares to be issued to
each Proponent’s Director is not known at this time as the continued funding requirements of the
Proponent will likely result in a reduction of the percentage of the Proponent™s Issued Shares that the
Proponent’s Directors may hold at the Termination Date. The maximum number of Proponent
Sharcholders” Shares 1s capped as set out in Section 1.10.

The maximum amount of the Proponent Sharcholders” Loans is capped in aggregate at $280,000 or
such other amount as may be notified to Bxisting Sharcholders before the passage of Resolution 1 at the
General Meeting, At the date of the Statement it is anticipated that the aggregate amount of the
Proponent Sharcholders” Loans will be $200,000.

4.3 Recommendation
The Related Party Provisions reguire, in relation to each of the Direcrors that the Starement set out:
B  in relation o each Director:

- any recommendation to Existing Sharcholders about the Related Party Resolution that a
Director wants to make and the Direcror’s reasons for iy or

— if a Director does not want ro make any recommendation to Sharcheolders about the Related
Party Resolutions, why not; or

- if a Director is not available to consider any of the Related Parry Resolution, why not;

B  inrelation to each Director whether the Director has an interest in the outcome of the Related Party
Resolution and i so - what it was.

Section 437C of the Corporations Act provides that when a company is in administration under Part 5.3A of
the Corporations Act a person (other than the administrator) cannot perform or exercise, and must not
purport o perform or exercise, a function or power as an officer of the company, except with the
administrator’s written approval, although the officers are not removed from their office.

Secuion 444G provides that a deed of company arrangement also binds the officers of the company, and by
clause 5.1 of the DOCA the Deed Administrators (in their capacity as deed administrators) continte o
maintain control of the Company. That situaton applies at the date of this Statement.

Following appointment, the Deed Administrators (who were then administrators of the Company) sought and
received a number of Proposals. The Recapitalisation Proposal, the full terms of which are set out in the
Reconstruction Deed, has been accepted by the Administrators in their capacity as deed admimstrators of the
DOCA following consideration of all the Proposals received by the Deed Administrators and also by the
Creditors” Committee.
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The Deed Administrators and the Creditors’ Committee consider that the Recapitalisation Proposal will enable the
Dieed Administrators to achiove the objectives set out in Part 5.3A of the Corporations Act and in particular to
reaximise the chances of the Company continuing in existence and to provide a better return to the Creditors and
Existing Sharcholders than would result from the immediate winding up of the Company or from any of the
alternative Proposals which have been tabled in response to the Administrators” request for Proposals,

The Deed Administrators recommend (0 BExisting Sharcholders that they vote in favour of each of the
Resolutions. The Recapitalisation Proposal is considered to be the most favourable Proposal recetved by the
Deed Administrators for the purpose of the revival of the Company by the further development of the
Retamned Assets and the achievement of Quotation.

The Existing Directors of the Company do not make any recommendation to Existing Sharcholders as they have
not been involved in the review and consideration of any of the Proposals or the Recapitalisation Proposal.

The Deed Administrators disclose that Norvest is owned 70% by Norgard Clohessy Pry Limited, of which the
Deed Administrators are direcrors and majority sharcholders.

4.4 Director’s Interest in Ouicome of Related Party Resolution

No Director or any Associate (as defined in the Corporations Act) of a Director has any interest in the
owcome of the Resolutions except as explained below.

Kenneth Walter Court, an Existing Director, has a beneficial interest in 1,200,714 Existing Ordinary Shares
and has lodged a Claim with the Administrators in his own name for $9,733.78 and through a company
related to Mr Court, Turoc Nominees Pty Lid, in the amount of $138,065.08 | These Claims have not been
accepted by the Administrators as Admitted Claims and are currently the subject of adjudication.

Nikolais Zuks, an Existing Director, has & beneficial interest in 4,341,931 Ewasting Ordinary Shares and has
lodged a Claim for $436,475.94 with the Administrators. This Claim has not been accepted by the
Adrministrators as an Admirted Clatm and is currently the subject of adjudication.

Pavilly Pry Limited ACN 009 447 956 (In Liguidation) an Associate of Nikolais Zuks holds 11,654,253
Exigting Ordinary Shares in the Company. As that company is in liquidation the Existing Ordinary Shares are
now tnder the control of the lguidator of that company.

Rudolph Dennis Sirr, an Existing Director, does not hold any Existing Ordinary Shares but has lodged a
Claim through a company related 1o Mr Sire, Equilibriem Risk Advisory Services Pty Lad, for $427,423 .91
with the Admimstrators. This Claim has ot been accepted by the Administrators as an Admitted Claim and i
currently the subject of adjudication.

In relation to each Existing Director the Claim will be dealt with as explained under Secuon 1.6 and the
Existing Ordinary Shares held by each Existing Director will be stbject o the Share Consolidation and will
have the same rights t0 participate in the Issue as all other holders of Existing Ordinary Shares

45 ASIC's Role

The fact that the accompanying Notice of Meeting, this Statement and other relevant documentation has been
received by ASIC under the Related Parey Provisions is not to be taken as an indicarion of the merits of the
Recapitalisation Proposal. ASIC and its officers take no responsibility for any decision an Lixisting Sharcholder
may make in reliance on any of that documentation.

KIRGSTREAM STEEL ETD (Subject to Deed of Company Arrangerment}



EXPLANATORY STATEMENT TO SHAREROLDERS

5 VOTING RESTRICTIONS APLLICABLE AT GENERAL MEETING

Certain voting restrictions are imposed on some Existing Sharcholders in relation to some of the Resolutions.
Those restrictions are detailed in the accompanying Notice of Meeting under the heading “Voung Exclusion
Statement”.

6 QUOTATION ON ASX

Application for Quotation will be made to the ASX not later than 7 days afier the date of the Issue.

The Proponent™s Directors do not intend to allot any New Shares unless and untl the ASX confirms that it
will permit Quotation on terms and conditions acceptable to the Proponent™s Dhirectors. 1If the ASX does not
comfirm that it will permit Quotation on terms acceptable o the Directors before the end of 3 months after the
date of a Prospectus all application money received pursuant to the Prospectus will be repayable in full
without interest and none of the New Shares will be issued.

The fact that the ASX may admit, or may already have admitted, the Company 1o its Official List is not 1o be
taken as an indication of the merits of the Company or of the Ordinary Shares. Official Quotation, if granted,
will commence as soon as practicable after holding statements are dispatched. The ASX and s officers will
take no responsibility as to the contents of the Prospectus.

7 CONDITIONS

Hach ordinary Resolution is conditional upon all the ordinary Resolutions being passed at the General
Meeting.
In addition the continued operation of the Reconstruction Deed is subject to and conditional upon the
satisfaction of the Recapiralisation Proposal Conditions.
If they are not satisfied or watved by the Deed Administrators within 27 weeks from the date of the
Reconstruction Deed, or such further period as agreed in writing by the parties o the Reconstruction Deed,
the Reconstruction Deed will have no further force or effect, except that:
B  the Proponents Loan will remain a debt due by the Company to the Proponent subordinated to the
total debt due to the Admitted Creditors so that its repayment is subiect to Admitted Creditors first
being paid the Admitted Claims in full; and

B  the Deed Administrators are to provide the Admintstrators” Funding,
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8 OTHER INFORMATION POTENTIALLY MATERIAL TO

SHAREHOLDER'S DECISION

8.1 Scope of Disclosure

The Related Party Provisions require that deis Statement set out all other information that is reasonably required
by xdsting Shareholders in order to decide whether or not it is in the Company’s interests 1o pass the Related Party
Resoluttons which is known to the Company or to any of s Directors (Relevant Information).

The Company is not, within the knowledge of the Deed Administrators after due inguiry of the Bxisting
Directors, aware of any Relevant Information that is material to the decision on how 1o vote on the Resolutions
other than as 18 disclosed i this Statement or previously disclosed to Existing Sharcholders by the Deed
Administrators or by the Company by notification to the ASX.

8.2 Voting Intentions of Directors

The voting intentions of the Iirectors {on an Associate inclusive basis) is not known {(see Sections 4.2 and 4.3).

8.3 Intentions Regarding the Company
If the Recapitalisation Proposal is approved at the General Meetng the Proponent’™s Directors have the
following intentions:

%  Change of Business: The Proponent’s Directors do not intend to change the Company’s
activities. In the short to mediom term the Proponent’s Directors will seek to further develop the
Retained Assets in accordance with the Business Plan.

%  Further Capital: To raise additional capital to finance the post acquisition operations of the
Cormpany.

®  Company Employees: The only existing emplovee of the Company is Brert Manning, who hag
heen asked to continue with the Company on substantially identical terms as currently apply.

#®  Other Dealings with the Proponent Shareholders: Except for the purchase of the Proponent
under the Merger Proposal and as otherwise set out in this Statement it is not proposed that any
other property will be transferred between the Company or any Associate of any Proponent
Sharcholder.

#®  Redeployment of Fixed Assets of the Company: No redeployment of fixed assets of the
Company is currently proposed.

8.4 Other Agreements or Arrangements

There are no agreements or arrangements between any Director and the Company to confer any benefit ona
Director other than as referred to 1n this Statement.

8.5 Continuation of Present Business

it 1s Intended, as summarised in the Business Plan noted above, that the Company will continue to be involved
in the preparation for, and development of, value added iron ore based projects in Western Auseralia. No
change of business is proposed.

8.6 No Alternative Offers or Proposals

At the date of this Statement the Deed Administrators are not aware of a takeover bid or any proposal
alternative to the Recapitalisation Proposal which is more favourable to the Company.
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8.7 Taxation

The Recapitalisation Proposal may have taxation consequences for the Company. Hlowever until the occasion
arises where the question of utilisation of current tax losses emerges and the pardeular circumstances of the
relevant situation(s) can be examined and expert advice obtained, 1t s mappropriate to attempt to identify
those possible conseguences. Any attempt to clarify the matters now would have been expensive and could
only have resulted in an expert opinion that was heavily gualified due to the imherent uncertainty.
Furthermore, the timeframe within which the question of potental atlisation of rax losses might arise 1s also
unclear.

Existing Shareholders are advised to seek their own tax advice on the effect of the Recapitalisation
Proposal and neither the Company, nor the Directors, Proponent, Proponent’s Directors, Trustee or
the Deed Administrators or any adviser to the Company accepis any responsibility for any individual
Existing Shareholder’s taxation consequences of any aspect of the Recapitalisation Proposal.

8.8 Summary of Pro-forma Consolidated Assets and Liabilities

Set out below 13 a summary of the Company’s pro forma consolidated unaudited balance sheet upon
completion of the Recapitalisation Proposal assuming the warget to raise $6 million is achieved.

Audited Accounts Adjustments on Notes Pro forma post
31 December 2001 Recapitalisation Restucture
$°000 $’000 $°000
Current assets
Cash 43 4,087 {a)}(h)(c) 4,130
Inventories and Other 68 {(68) {a) -
11t 4,130
Non current assets
Property, plant and equipment 604 (604) {a) -
Tenements 27,000 (4,500) {e) 22,5060
Goodwill 1,800 (D) 1,800
27,604 24,3060
Total Assets 27,7158 28,430
Current liabilitics
Accounts payable 7,716 (7,716) (&) -
Totral liabilities 7716 -
Net Assets 19,999 28,430
Equity
Contributed equity 759,233 8,730 (fy 767,963
Reserves 33,811 33,811
Accumulated losses (773,043) (300) () {773,344}
Total equity 19,999 28,430
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Notes:
{a) TPursuant to the Reconstruction Deed all Trust Assets are transferred to the Trustee for Admitted Creditors.

{hy The net cash proceeds received by the Company as follows:

%
Cash from Issue 6,000,000
Payment 1o Trustee for Admitted Creditors (1,300,000
Repayment of Proponent’s Loan (200,000)
Repayment of Administrators’ Funding (100,000)
Expenses of the Issue (270,000)
Net cash movernent 4,130,000

() The Tallering Peak property was sold by the Administrators’ for its 2001 carrving value of $4,500,000.
The proceeds from the sale are transferred to the Trustee for Admitted Creditors.

{(dy Goodwill arising through the issue of the Proponent Sharcholders’ Shares.
{fey The Admitted Creditors forgoing their previous entitfements under the DOCA,

{(f) The net increase in share capital as a result of the Recapitalisation Proposal:

%
The Issue (30,000,000 Ordinary Shares) 6,000,000
Proponent Sharcholders’ Shares (9,003,613 Ordinary Shares) 1,800,000
Admitted Creditors’ Shares (6,002,408 Ordinary Shares) 1,200,000
Costs of the Issue (270,000)
Net share capital movement 8,730,000

{gy The movement in Accumulated Losses results from the costs of the restructure.

8.8.1 Effect of Minimum Subscription and Oversubscriptions

Should subscriptions only be recetved for the rinimum subscription of 15,000,000 New Shares the following
adjustments would occur to the above pro forma post restructure balance sheet:

%  Cash wotdd reduce by $2,700,000 10 $1,430,000;

Goodwill would decrease by $300,000 to $1,300,000;

Net assets would decrease by §3,200,000 10 25,230,004,
Contributed equity woudd decrease by $3,3500,000 to $764,463,004;
Accumulared losses would decrease by $300,000 10§773,044; and
B  Total equity would reduce by 3,200,000 10 825,230,000,

i
i
i
i

Should the issue be fully subscribed, including oversubscriptions for 3,002,007 New Shares, the issue would
increase to 35,014,049 New Shares and the following adjustments would oceur to the above pro forma post
restructure balance sheet:

%  Cash would increase by $900,000 to $5,030,000;

Net assets would increase by $900,000 1o $29,330,000;
Contributed equity would increase by $1,000,000 to §768,963,000;
Accumulared losses would increase by 100,000 1o §773,444and

i
i
i
B  Total equity would increase by $900,000 to $29,330,000.
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8.9 Identity of Proponent Shareholders

The Proponent Directors hold approximately 84% of the Proponent™s Issued Shares at the date of thig
Statement. Proponent Shareholders” Shares will be 1ssued to sharcholders of the Proponent, including the
Proponent’s Directors in proportion to their holdings of Proponent’s Issued Shares, but the acrual number of
the Proponent Sharcholders’ Shares o be issued to each Proponent’s Director 18 not known at this time as the
continuing funding requirements of the Proponent may result in g reduction of the percentage of the
Proponent’s [ssued Shares that the Proponent’s Directors may hold at the Termination Date. The maximum
number of Proponent Sharcholders” Shares is capped as set out in Section 1.10.

8.10 Particulars of the Terms of any Contract Entered into

There are no contracts entered into, or proposed to be entered into by any Proponent Sharcholder with the
Company, or any of their Associates, conditional or {directly or indirectly) dependent upon the approval of the
Recapitalisation Proposal other than:

%  the Merger Documentation; and

W  the intention that Stephen Ross de Belle be mvited to undertake the role of Managing Director of
the company.

8.11 Changes to the Financial or Dividend Policies

The Proponent’s Directors do not intend to change significantly the financtal or dividend policies of the
Company.

8.12 Effect on the Company

The effect on the Company of the Share Consolidation is set out in Section 2.3.1.

The effect of the full implementation of the Recapitalisation Proposal {(other than the Share Consolidation) on
the Company will be that

%  The Company will cease to be subject to the IDOCA as from the Termination Date: (see Section 1.6).

B  The Company will cease to be subject to Claims that existed before the Administration Date: (see
Section 1.6 and 1.7).

B  TheTrust Assets will cease 1o be owned by the Company and the assets of the Company thereby
reduced {for no consideration other than the discharge and extinguishment of the Claims and the
issue of the Admitted Creditors’ Shares) and therefore Existing Sharcholders will cease 0 have an
interest in the Trust Assets through their sharcholding in the Company. This 1s reflected in the
Balance Sheet: (see Section 8.8).

B  The Company will have the benefit of the proceeds of the Issue {(subject to the obligation to make
Creditor Payment No. T and also repayment of the Proponent Sharcholders’ Loans and (depending
on the level of success of the Issue} Creditor Payment No. 2 and thereby be able to pursue i
business development objectives tnder the Business Plan.

%  The Company will acquire the Proponent as a wholly owned subsidiary.

B Quotationt of the Ordinary Shares (other than those classified as restricred securities by ASX) will:
~  create a market for those Ordinary Shares through ASX; and

- facilitate further capital raisings by the Company.

8.13 Effect on Existing Shareholders

If the Resolutions are approved at the General Meeting and Minimum Subscription under the Issue 18
achieved the ownership interest of the Existing Sharcholders in percentage terms in the Company (Existing
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Sharcholder Interests) will be reduced by the ssue of the Admitred Creditors” Shares and the Proponent
Sharcholders” Shares: see Secrion 1.11.

Whether BExisting Sharcholder Interests will otherwise be reduced will depend on whether Existing
Sharcholders accept their Bxisting Sharcholders’ Entitlernent under the Issue {see Section 2.3.2) and whether
the Company effects any Share Placement {see Section 1.6).

This Statement does not otherwise consider how the Recapitalisation Proposal may affect individual
Existing Shareholders due to the variable taxation, financial and other circumstances that may
apply. Individual Existing Shareholders should seek their own professional advice on how the
approval of the Recapitalisation Proposal may affect them.

8.14 Effect on Creditors

The Recapitalisation Proposal will have the effect on the lability of the Company to any Claim of a creditor
whether secured or unsecured as set out in Section 1.6,
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9. DEFINITIONS

In this Sratement:

Administration Date means 27 November 2001, the date on which the Administrators were appointed, or
taken to be appointed, as administrators of the Company pursuant 1o section 436A of the Corporations Act.

Administrators and Deed Administrators means Bryan Kevin Flughes and Vincent Anthony Smith of
Norgard Clohessy, in their capacity as deed administrators of the DOCA.

Administrator’s Funding means the amount that the Reconstruction Deed reguires the Deed
Administrators (o provide, on behalf of the Company, up to $100,000 towards any costs and expenses of
implementing the Recapitalisation Proposal.

Admitted Claim means a Claim of an Admited Creditor the proof of debt for which 18 accepted by the
Administrators or Trustee.

Admitted Creditor means any person with a Claim which has been accepted by the Administrators or
Trustees.

Admitted Creditors’ Shares means 6,002,408 Ordinary Shares, to form part of the Available Assets and to
be allotted at the discretdon of the Trustee to gither or both {and if to both, in such proportions between them
as the Trustee may n his discretion determine) of!

{a) theTrustee to be held on behall of the Admitred Creditors subject to the terms of the Trast Deed; or
(b the Admitted Creditors in such proporgons as notified to the Company by the Truseee.

Anticipated Share Issue means up to approximately 45 million fully paid Ordinary Shares including the
Admitted Creditors” Shares and the Proponent Sharcholders” Shares.

ASIC means the Australian Securities and Investments Commission.
Associate has the meaning set out in Sections 11 to 17 of the Corporations Act.
ASX means Australian Stock Exchange Limited ACN Q08 624 691,

Balance Sheet means the consolidated pro forma balance sheet for the Company and the Proponent set out
in Section 8.8.

Board means the Board of Directors of the Company.
Broker means a member corporation of the ASX,
Broker’s Agreement means an agreement for the management of the Issue.

Business Day means a day that 1s not a Saturday or Sunday, or a public holiday or bank holiday in Western
Australia.

Business Plan means the description of the key elements of the activities and developments proposed by the
Proponent for the Company, as described in the backeround material pursuant to Resolution 2.

Claim means a debt payable by, or a claim against, the Company {present or future, cerigin or contingent,
ascertained or sounding only in damages) being a debt or claim due or which may become due as a result of
anything done or omitted by or on behalf of the Company on or before the Administraton Date.

Company means [Kngstream Steel Limited ACN 009 224 800 {Subject to Deed of Company Arrangement).
Cerporations Act means the Corporations Ace 2001 (Crh).

Creditor means any person having a Claim.

Creditor Payment No.1 means $1 million plus the amount of the Administrator’s Funding.

Creditor Payment No.2 means an amount egual to 10% of the amount by which the gross proceeds of the
Issue exceeds 83 million, provided that the total amount to be so paid will not exceed $700,000.

Creditor Payment No.3 means, if the Company raises further capital within the 12 months immediarely
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followmng the Issue, an amount equal 1o 10% of the gross amount of the capital so raised (Agreed Payvment),

g g g I g 3

provided that

{a) the total amount paid to the Trustee under Creditor Payment No 1, Creditor Payment No 2 and the
Agreed Payment combined shall not exceed $1,300,000; and

(b the amount so paid, together with the value of the Admirted Creditors’ Shares at the date of the Issue
{determined at 20 cents per share), shall not exceed the amount required to pay any amount for which
the Administrators are to be indemnified and the total amount of Admited Claims in full.

Creditors’ Committee means the committee of creditors of the Company established under the DOCA.

Creditors’ Resolution means the resolution passed at a meeting of Creditors of the Company held on 14
March 2002 approving the Admintstrators of the Company executing a deed of company arrangement with
the Company.

Direct Shipping Ore means tron ore with a grade {including relative absence of impurities) making 1t
potentially economically worthwhile to export it to overseas buyers. [n practice, this rarely means magnetite
ore, due o its typically low inherent iron content.

Directors means the directors of the Company.

DOCA means the deed of company arrangement of the Company entered into on 3 April 2002, as amended
on 28 November 2002, pursuant to which the Administrators have been charged with continuing the
administration of the Company while addressing the interests of creditors and shareholders.

DREHBI means direct reduced iron {meaning iron ore supphled in pellet form from which the formerly
attached oxygen elements have been stripped) which is then compressed mnto small briguettes which look like
{and are) very similar to pig iron {which facilitates storage and handling).

EAF means an electric are furnace, used for making steel. They are typically much smaller than blast furnaces
{which obtain their heat via ¢oal and coke rather than via eleciricity) and use pig fron and or DRIJHBI andfor
scrap steel as their feedstock.

Escrow Period means the period of 12 months from the Record Date.

Existing Director means a person who was a Director of the Company at the Administration Date and who
has not ceased o be such immediately before the General Meeting,

Existing Ordinary Shares means the issued ordinary shares in the Company before the Share Consolidation.
Existing Sharcholder means the holder of an Existing Ordinary Share.

General Meeting means the meeting of the Existing Shareholders convened for the purposes  (including
others) of constdering the Resolutions for the approval of the Recapitalisation Proposal under Section 208 of
the Corporations Act.

Interim Funding means the Proponent’s Loan and the Administrators” Funding,

Iron Ore Peliets means pellets (ball, say, 20 mm in dismeter) of ground, beneficiated {upgraded) iron ore.
The pellets are used as input For two processes in the steel industry, One 18 as feedstock For making DRIJHBI
for the EAF steel market (see above). The other is as blend stock for making blast furnace steel. The former
typically commands a slightly higher price. Magnetite ore, such as the larger part of the Koolanooka deposit,
is more suitable for making tron ore pellets than haematite ore, due 10 the former’s magnetic properties
facilitating the binding of the ground ore.

Issue means the isste of up to approximately 33 million Ordinary Shares, with a minimum issue of 13 millon
and a target issue of 30 millon new Ordinary Shares, at $0.20 each.

Leelock Mortgage means mortgages dated 12 September 2001, 17 September 2001 and 17 October 2001
over property of the Company.

Listing Rules means the Listing Rules of the ASX.

Merger Documentation means such document as is necessary or as may be required by the Administrators
to give effect to the exchange of the Proponent’s Issued Shares for the Proponent Sharcholder’s Shares, which
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document may contain warrantes by the Proponent and the Proponent’s [Directors concerning the financial
position of the Proponent or other matters as the Administrators may reguire.

Merger Proposal means the issue of the Proponent Shareholder’s Shares in exchange for the Proponent’s
Issued Shares.

Minimum Subscription means the due subscription and payment for 13 milliont Ordinary Shares under the
Prospecius to raise $3 million.

MGI means Mount Gibson Iron Ltd ACN 008 670 817.

New Shares means the Ordinary Shares issued or to be issued under the Issue, the Admitted Creditors’
Shares and the Proponent Sharcholders’ Shares.

Norvest means Norvest Corporate Pry Limired ACN 092 381 283,

Notice of Meeting means the notice convening the General Meeting accompanying this Statement.
Operative Time means the time at which the last of the Following occurs:

{a) the achievernent of the Minimum Subscription;

(b the msue and allorment of Ordinary Shares under the Issue;

{¢) the issue and allorment of the Admitted Creditors” Shares;

{d) the payment by the Company to the Administrators or at the election of the Administrators to the
Trustee, for the benefit of the Admitred Creditors, of Creditor Payments Nos 1 and 2;

{ey the proviston to the Company of the discharge of the Tippen Mortgage and the Leclock Mortgage.

Option means an issued option (o acquire an ordinary share in the capital of the Company subject to the
terms and conditions of sste of the option.

Ordinary Shares means {ully paid ordinary shares in the Company after the Share Consolidation.
Proponent means Koolanooka Pellers Pry Limired ACN 099 283 815,
Proponent Shareholders means at a point in gime the sharcholders in the Proponent as at the time,

Proponent Sharcholders’ Shares means 9,003,613 Ordinary Shares to be issued to the Proponent or at
the Proponent™s request in accordance with the Reconstruction Deed provided thag, if the total number of
Ordinary Shares at Reinstatement, including the Proponent Sharcholders’ Shares  {(Toral Issued Shares) is
stch that the Proponent Sharcholders” Shares constitute more than 19.9% of the Toral Issued Shares, then the
Proponernt Sharcholders” Shares shall be 19.9% of the Total Issued Shares.

Proponent’s Directors means Stephen Ross de Belle, Robert Harry DGffin and Jesse Kavanaugh Thvlor.

Proponent’s Issued Shares means all of the issued capital of the Proponent immediately before the time
that the Proponent becomes a wholly owned subsidiary of the Company.

Proponent’s Loan means an advance of up 1o $280,000 or any other amount as may be notified to the
General Meeting before the passage of Resolution 2 by the Proponent to the Company, as an interest-free,
unsecured loan, on account of the Administrators’ costs and expenses in implementing the Recapitalisation
Proposal.

Proponent’s Proposal means the letter of 27 August 2002 from the Proponent o the Administrators as
subseqguently amended and definitively reflected in the Reconstruction Deed between those parties and the
Company.

Proponent’s Shareholders Loans means the loans made by the Proponent Shareholders 1o the Proponent
to a maximum ageregate amount of $280,000 or any other amount as may be notified to the General Mecting
hefore the passage of Resolution 2.

Prospectus means a prospectus o be contained in a schedule to the Underwriters” Agreement and to be
lodged on the Lodgement Date (as that rerm 18 to be defined in the Underwriters” Agreement) with ASIC and
includes any supplementary prospectus lodged pursuant to section 719 of the Corporations Act as either the
Broker or the Underwriter in its absolute discretion may approve.
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Quotation means quotation as defined in the Listing Rules except for Ordinary Shares that are restricted
securities under the Listing Rules,

Recapitalisation Proposal means:

{a) the Share Consolidation;

fhy  the Issue;

{¢) the issue of the Proponent Sharcholders” Shares;

(d) the msue of the Admitred Creditors” Shares;

{ey the repayment of the Interim Funding;

() the appointment of the Proponent™s Directors as the Board;

{g) the Company changing its name;

(hy Reinstatement; and

{1y such other reasonably incidental matters satisfactory to the Administrators in their discretion.
Recapitalisation Proposal Cenditions means the following conditions:

{a) the Company and the Broker entering into the Broker’s Agreement and the Company and the
Underwriter entering into the Underwriters” Agreement;

(b} obtaining ‘Sharcholder Approvals’ required under clause 5.1 of the Reconstruction Deed;

{c) the ASX giving its conditional approval {on terms satsfactory 10 the Proponent and the Administrators)
to the Issue proceeding and to Reinstatement; and

(d) the Administrators being reasonably satisfied that the Administrators will not be Hable under section 729
of the Corporations Act for any loss or damage caused by any contravention of section 728(1) of the
Corporations Act in relation to any disclosure document for the Issue.

Recenstruction Deed means the deed dated T November 2002 between the Administrators, the Company

and the Proponent as amended from time to time.

Record Date means 7 days from the date of the General Meeting,

Reinstatement means reinstatermnent of all the Ordinary Shares to Quotation except for Ordinary Shares that

are restricted securities under the Listing Rules.

Related party means 4 party so defined by section 228 of the Corporations Act

Resolution means a resolution proposed to be passed at the General Meeting and contained in the Notice of

Meeting.

Secured Creditor means any person with a Claim who has security {whether adeguate or not) over the

property of the Company with respect to that Claim,

Shareholder Approval means in relation to a Resolution approval of the shareholders of the Company in

general meeting in accordance with the requirements of the Corporations Act and the Listing Rules applicable

to the Resolution.

Share Consolidation means the consolidation of the issued share capital of the Company on the basis of 1:100

from the existing 500,200,655 shares to no more than 3,002,007 Ordinary Shares as proposed under Resolution 2.

Tallering Peak means the tenements which are subject to the document titled  ‘Mining Rights and Sale

Agreement’ (dated 10 July 2002) between the Company, the Administrators, Mount Gibson Iron Limited and

Mount Gibson Mining Limited {ACN 074 575 885).

Termination Date means the occurrence of the Operative Time or such later time as the Proponent may

notify the Administrators for the purpose of meeting any requirement of the Corporations Act in relation to

the Prospectus.

Tippen Mortgage means mortgages numbered and dated H 878309 dated 24 April 2001, H 878310 dated

3 July 2001 and H 878311 dated 21 May 2001 over property of the Company.

KIRGSTREAM STEEL ETD (Subject to Deed of Company Arrangerment}



EXPLANATORY STATEMENT TO SHAREHOLDERS

Trust Assets means:

{a) all money, shares, notes or other consideration paid or transferred or payable or transferable to the
Company pursuant to the Mining Rights and Sale Agreement, together with all securities for the
payment or transfer of the same, and all other rights or claims arising out of or in any way connected with
the Mining Rights and Sale Agreement;

(b) all of the Company’s rights, entitlements and claims in or in respect of any claim of whatsoever nature
that the Company may have against St Barbara Mines Limtted and Zygot Limited relating to mining
lease apphlcations ML 20/343, Mi. 20/344 and MI. 51/641 as currently asserted mn the Supreme Court
of Western Australia in action CIV 1913 of 2002 or otherwise; and

{¢) all money, shares or other property paid, issued or gransferred or pavable or to be issued or transferred by
the Company or another person to the Administrators or Trustee under the Reconstruction Deed for the
henefit of the Admirted Creditors including, without Hmitation, the Admitted Creditors’ Shares, the
Administrators” Funding and any of Creditor Payments Nos. 1, 2 and 3.

and mcludes the proceeds of any such asset whether in the hands of the Company, the Administrators or the
Trustee.

Trust Deed means a deed in the form attached as Annexure A to the DOCA or such other form acceptable
to the Administrators.

Trust Fund means the assets held by the Trustee under the Trust Deed from tme to time being mitially the
Trust Assets.

Trustee means the Trustee for the Trust Fund established by the Administrators for the benefit of Admitted
Creditors and which will hold certain assets for the benefit of the latter and to meet relevant costs.
Underwriter means the underwriter of the Issue in the Underwriters” Agreement when executed.
Underwriters’ Agreement means an underwriting agreement regarding a prospective underwriting of the

exact proposal as set out in the Prospectus for the Issue and only able to be implemented when that Prospectus
is final.
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ANNEXURE 1

TERMS OF OPTIONS TO BE ISSUED TO NORVEST CORPORATE PTY LTD

The terms and conditions of the options are as follows:

(a)

(g}

(h)
(®

M

(k)

0

(m)

()

Each option shall enttle the holder to subscribe for and to be allotred one share in the capital of the
Company upon exercise of the option and payment to the Company of the Exercise Price.

The Exercise Price of cach option 1s 20 cents per share,
Each option will astomatically lapse if not exercised on or before 31 March 2007,

An option may be exercised by the optionholder at any time prior to the expiry date by sending a
completed and signed notice of exercise, together with the payment of the exercise price and the
certificate for the option, to the Company™s share registry. If the optonholder holds more than one
option, the options may be exercised in whole or in part.

A notice of exercise 1s only effective when the Company has received the full amount of the exercise price
in cash or cleared funds.

Subiject to any restrictions in the Listing Rules, within 14 days of receipt of a properly executed notice of
exercise and the required applcation moneys the nurmber of shares specified in the notice will be allotred.

Each certificate will bear a suitable form of notice of exercise of the options, endorsed on the back of the
certificate, for completion by the optionholder (if reguired). If the options comprised in any such
certificate are exercised in part only, before the expiry date, the Company will issue the optionholder
with a fresh certificate for the balance of the options held and not yet exercised.

The period during which the options may be exercised will not be extended.

The optionholder 1s not entitled to participate in new issues of securities offered to shareholders. The
optionholder can participate In new issues of securities offered to sharcholders if the option is exercised
hefore the relevant record date for that new issue.

If from timne to time before the expiry of the options the Company makes an issue of shares to the holders
of ardinary shares by way of capitalisation of profits or reserves (a “bonus issue™) other than in Heu of a
dividend payment, then upon exercise of an option the optionholder will be entitled to have issued to it
{in addition to the shares which it is otherwise entitled to have issued to it upon such exercise) additional
shares in the Company. The number of additional shares 1s the number of shares which would have been
issted to it under that bonus issue (“bonus shares™) if on the date on which entitlernents were calctlated
it had been registered as the holder of the number of shares which it would have been registered as holder
if immediately before that date it had exercised its options. The bonus shares will be paid up by the
Company out of profits or reserves {as the case may be) in the same manner as was applied in relation to
the bonus ssue and upon issue will rank pari passu in all respeces with the other shares allotted upon
exercise of the options,

In the event of any reconstruction {including consolidation, subdivision, reduction, cancellation or
returny of the issued capital of the Company before the expiry of any options, all rights of the
optionholder, will be reconstructed (as appropriate) in accordance with the Listing Rules applving to a
re-organisation of capital at the tme of the re-organisation.

Shares allotted pursuant 1o the exercise of the oprions will rank equally with the then issued ordinary
shares of the Company.

The Company undertakes to apply for official quotation by the ASX of all ordinary shares allotted
pursuant to the exercise of any options, within 10 business days of the date of allorment of those new
ordinary Shares.

The option does not confer the right to a change in Exercise Price, or a change to the number of
underlyving securities over which it can be exercised.
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KINGSTREAM STEEL LIMITED

ACKN 009 224 800
{Subject to Deed of Company Arrangement)

NOTICE OF A GENERAL MEETING

Notice is given that a general meeting of the members will be held on the date and &t the location and time
specified below.

DATE 10 April 2003
LOCATION Parmehia Room, Parmela Hilton Howel, Mill Street, Perth WA
TIME 11.00 am

Words and phrases used in the Resolutions and defined in the accompanying Explanatory Statement have the
same meaning in this Notice of Meeting as defined in the Explanatory Statement.

BUSINESS

The business to be fransacted at the General Meeting 1s the proposal of Resolutions 1 to 11 {see below) and
includes the receipt and consideration in respect of the financial year of the Company ended 31 December
2001 of the following:

{a) the Swarerment of Financial Position (Balance Sheet) of the Company

(hy the Swatement of Financial Performance (Profit and Loss Account) of the Company.

Resolution 1: Consolidation of Capital
To propose and, if thought fit, to pass the following resolution with or without amendment:

“That subject 1o all other ordinary Resolutions in this Notice of Meeting being passed by the requisite
majorities, approval be and is hereby given to the consolidation of the Existing Ordinary Shares in
the Company on a 1 for 100 basis, with a Record Date being 5 davs from the date of the meeting at
which this Resolution is passed, and with the resulting shares being called Ordinary Shares in the
Company provided that if an Existing Shareholder holds a number of Existing Ordinary Shares
which is not evenly divisible by 100, the number of replacement Ordinary Shares credited to that
Existing Shareholder will be rounded down to the nearest whole nunber”

Resolution 2: Issue
To propose and, if thought fit, to pass the following resolution with or without amendment:

“That subject to all other ordinary Rescolutions in this Notice of Meeting being passed by the requisite
majorities, for the purposes of Listing Rules 7.1 and 7.3 and all other purposes, approval be and is
hereby given o the issue of up to 35,014,049 fully paid Ordinary Shares in the Company at a price of
%0.20 each subject to the achievement of Minbmum Subscription on the following basis:

fa} First, as to a total of 5,002,007 Ordinary Shares under a prospectus by way of a pro rata,
one for one, non renouncable rights issue to the Existing Shareholders; and

{b) Second, a general issue of any shortfall in the pro rata rights issue and up te 30,012,042
further Ordinary Shares, inchuding oversubscriptions of 5,002,007 Ordinary Shares, with a
priority entitlernent for Existing Shareholders. The Company will limit the number of
Ordinary Shares it issues to Existing Shareholders to the higher of 5% of all the secarities
being offered and the number the Existing Shareholder would be entitled to under a pro
rata isstue of all those Ordinary Shares

and the proceeds of the raising be applied in part to repay the Proponent’s Shareholders Loan.
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Resolution 3: Debt Capitalisation
T propose and, if thought fit, to pass the following resolution with or without amendment:

“That subject to all other ordinary Resolutions in this Neotice of Meeting being passed by the requisite
majorities, for the purposes of Listing Rules 7.1 and 7.3 and all other purposes, approval be and is
hereby given, subject to the achievement of Minimum Subscription, to the issue of 6,602,408 fully
paid Ordinary Shares in the Company to the Trustee on the terms described in the Explanatory
Statement attached to and forming part of this Notice of Meeting. These Ordinary Shares to be
issued no later than 3 months after the date of this meeting.”

Resolution 4: Merger
To propose and, if thought fit, 1o pass the following resolution:

“That subject fo all other ordinary Resolutions in this Neotice of Meeting being passed by the requisite
majorities, for the purposes of Section 208 of the Corporations Act, Listing Rules 7.1 and 7.3 and all
other purpaoses, approval be and is hereby given to the merger of the Company with Koolanoocka
Pellets Pty Limited ACN 099 283 815 on the basis of, subject to the achievement of Minimum
Subscription, the issue of up o 9,003,613 million fully paid Ordinary Shares in the Company to the
shareholders of Koolanooka Pellets Pey Limited ACN 099 283 815 in exchange for 180% of the issued
shares in Koolanooka Pellets Pty Limited ACN 099 283 813, in recognition of the value being provided
to the Shareholders via the implementation of the Recapitalisation Proposal, with the record date for
the issue of those shares being the date on which the Company ceases to be sabject to the Deed of
Company Arrangement on implementation of the Proposal. These Ordinary Shares will be issued at
a deemed issue price of 20 cents per share and will be issued no later than 3 months after the date of
this meeting.”

Resolution 5: Opiions Issue

T propose and, if thought fit, to pass the following resolution with or without amendment:

“That subject to all other ordinary Resolutions in this Neotice of Meeting being passed by the requisite
majorities, for the purposes of Listing Rules 7.1 and 7.3 and all other purposes, approval be and is
herebhy given to the issue, subject to the achievement of Minimum Subscription, of up to 550,221
Options with the ultimate number of Options issued not to exceed 1% of the number of fully paid
Ordinary Shares in the Company, with an exercise price of 20 cents on or before the expiry of four
vears from their date of issue. These Options are being issued for nil cash consideration and will be
issued no later than 3 months after the date of this meeting.”

Resolution 6: Change of Name of Company
To propose and, if thought fit, to pass the following resolution as a special resclution:

“That the Company change its name to Midwest Corporation Limited ACN 009 224 8007

Resolution 7: Adoption of New Constitution
T propose and, if thought fit, to pass the following resolution as a special resolution:

“That the regulations confained in the document tabled at the Meeting and signed by the Deed
Administrators for identification purposes as the Constitution of the Company be adopted as the
Constitution of the Company in substitution for and to the exclusion of the Companv’s existing
Constitution.
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Resolution 8: Appointment of Stephen Ross de Belle
To propose and, if thought fit, to pass the following resolution with or without amendment:

“That subject {o all other ordinary Resolutions in this Notice of Meeting being passed by the reguisite
majorities, Stephen Ross de Belle be appointed a director of the Company.”

Resolution 9: Appointment of Robert Harry Duffin
To propose and, if thought fit, to pass the following resolution with or without amendment:

“That subject to all other ordinary Resolutions in this Notice of Meeting being passed by the requisite
majorities, Robert Harry Duffin be appointed a director of the Company.”’

Resolution 10: Appointment of Jesse Kavanaugh Tavlor
To propose and, if thought fit, to pass the following resolution with or without amendment:

“That subject to all other ordinary Resolutions in this Notice of Meeting being passed by the requisite
majorities, Jesse Kavanaugh Taylor be appointed a director of the Company.”

Resolution 11: Website Information
To propose and, if thought fit, to pass the following resolution with or without amendment:

“That subject 1o all other ordinary Resolutions in this Notice of Meeting being passed by the requisite
majorities, approval be and is hereby given to the posting on the Web of information, notices, advices,
reports, including annaal and semi-annual reporis and accounts, and similar written and printed
material generally, and to the posting on the Weh of the prospectus contemplated by Resolution 2,
and to those postings on the Web being full and complefe satisfaction of information issue
requirements, provided that printed copies be prompily available and mailed on request to a party
having a right to such information and making such a request.”

Resolution 12: Number of Pirectors

H Resolution 7 is not approved, to propose and, if thought fit, to pass the following resolution with or without
amendment:

“The relevant provisions of the Company’s Constitution be amended to permit the minimum
number of directors to be three (3).7
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The following voring exclusion staterment applies o the following Resolutions under the following Listing
Rudes or where applicable the provistons of the Corporations Act to the following persons {Excluded Person).

NOTICE OF A GENERAL MEETING

Resolution Title Voting Excluded Persons
No Restriction
Imposed by...
Resolution 2 Issue Section 224(1) A vote on the Related Pargy Resolution must not be
Corporations Act | cast (in any capacity) by or on behalf of a related
party of the Company to whom the Related Party
Resolution would permit a financial benefit 1o be
given or an Assoctate of such a related party %%
Resolution 3 Dieht Listing Rule 7.1%*% | A person who may participate in the proposed issue

Capitalisation

and a person who might obtain a benefit, except a
benefit solely in the capacity of a security holder (as
defined in the Listing Rules), if the resolution s
passed.

Resolugon 4

Merger
Proposal

Section 224(1)
Caorporations Act.
Listing Rule 7.1%%

A vore on the Related Party Resolution must not be
cast (in any capacity)} by or on behalf of a related
party of the Company to whom the Related Party
Resolution would permit a financial benefit 1o be
given or an Associate of such a related pargy ***
Koolanooka Pellets Pry Limited and any other
person, being a person who may participate in the
proposed issue and a person who might obtain a
benefit, except a benefit solely in the capacity of a
security holder (as defined in the Listing Rules), 1if
the resolution is passed.

Resolugon 5

Options
Tssue

Listing
Ryfe 7.1%*

Norvest and any other person, being a person who
may participate in the proposed issue and a person
who might obtain a benefit, except a benefit solely
in the capacity of 2 security holder {as defined in
the Listing Rules), if the resolution is passed.

** Where, by the Listing Rudes, the Notice of Meeting must include a voting exclusion statement in relation to
a Resolution the entity will disregard any votes cast on the Resolution by the Excluded Persons for that
Resolution noted below and an Associate of any such Excluded Person, however, the Company need not
disregard a vote i
B s cast by a person as proxy for a person who is entitled to vote, in accordance with the direction
on the proxy form; or
B 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 o vote as the prosty decides.
**% ["hig vouing prohibition does not prevent the casting of a vote iF 1t is cast by a person as a proxy appointed
by writing that specifies how the proxy s to vote on the proposed resolution; and it 18 not cast on behalf of such
a related party or associate; or the regulations prescribe cases where the voung prohibition does not apply.

KIRGSTREAM STEEL ETD (Subject to Deed of Company Arrangerment}



NOTICE OF A GENERAL MEETING

Other Resolutions

There are no relevant vorng restrictions imposed on any of the other Resolutions.

Dated this 25 February 2003

o

BRYAN HUGHES VINCENT SMITH
Joint and Several Joint and Several
Deed Admunistrator Deed Admimistrator
NOTE

A member entitled to vote at this Mecting is entitled 10 appoint a proxy to attend and vote for the member at
the Meeting. A proxy need not be a member. If the member 15 entitled to cast 2 or more votes at the Meeting
the member may appoint 2 proxies. [f a member appoints 2 proxies and the appointment does not specify the
proportdon or number of the members votes each proxy may exercise, each proxy may exercise half of the
votes. A form of proxy is attached ro this notice.

KINGSTREAM STEEL LTD (Suiject o Deed of Company Arrangernent}









Kingstream Steel Limited Proxy Form ]

{Subject to Deed of Company Arrangement}

ABN 91 009 224 800 Al comespondence fo;
Computershare investor Services Pty Limited
6P0 Box 0182 Perth

Western Austialia 8840 Austrabia

Enquiries {within Austrakal 1300 557 010
{putside Australia) $1 3 9R1% 5970

Farsimite 51 8 8323 2033

W egenpistershare, com

htark this box with an %" i you have made any changes to your address detalls (see reverse}

2 Appointment of Prek

Write here the name of the persen you are appointing if
this person is someone other than the Chairman of the
Meeting.

the Chairman
of the: Meeting

o Fatling 9w persor rarmed, of 110 person is named, the Chialnrys of So-Mectinged
if b0 diections Have been given, a5 e froxy soes [} ot the Generst Meclhgr oF K
ajolmment of that rmeeting.

Against  Abstain®

1. Approve Consolidation

2 Approve Issue

3 Approve Debt Capitaksation
4 Approve Merger

5, Approve Issue of Options

8, Apgrove Company Name

= If you mark the Abstains box for a particular Hem, you are directing your proxy Bl 1o vote on your behalPerra show of hands.er'on & poll, or f ybur volgs entifement cannot e
voted by the Chairman of the Meeting, your votes will not be counted in compuling the required majerly on g
4 Appointing a second Proxy

Wiz wish o appoint 3 second proxy

aﬁg]k l\:ﬂéi pgg ri(alf you AND oling rights of the number
aroxy.
5 PLEASE SIGN HERE  ais section must be signed in accordance with the instruictions overieaf to enable your directions to be implemented.
individuat or Securityholder 1 Securityhokler 2 Securityholder 3
Sole Director and Director/Company Secretary .
Sole Company Secretary
e S
Contact Name Contact Daytime Telephane Date

B «<swv TBA +



How to complete the Proxy Form

1 Your Address

This is your address as i appears on the company’s sharg register. if this information is incorrect, please mark the box and make the
correction on the form. Securityholders spensored by a broker (in which case your reference number overfeaf wit commence with
an ¥’} should advise your broker of any changes. Please note, you cannot change ownership of your securities asing this form,

2  Appointment of a Proxy

I¥ yous wish to appoint the Chairman of the Meeting as your proxy, mark the box. if the person you wish to appoint as your proxy
is someone other than the Chairman of the Meeting please write the name of that person. i you leave this section blank, or your
aamed proxy does not attend the meeting, the Chairman of the Meeting will be your proxy. A proxy need not be a sscurityholder
of the company,

3  Votes on items of Business
You may direct your proxy how fo vote by placing a mark in one of the three boxes opposite each item of business. Al your
securities wilt be voted in accordance with such & direction unless vou indicate only a portion of voting rights on any item by
inserting the perceniage of number of securities you wish io vole in the appropriate box or boxes. ¥ you do not mark any of the
hoxes on a given item, your proxy may vote as he or she chooses. H you mark more than ana box on an ftem your vote on that
izem will be invalid,

4  Appointment of a Second Proxy
You are entitled to appoint up to two persens as proxies to attend the meefing and vote on a poll. i you wish 1o appeint a second
proxy, an additional Proxy Form may be obtained by telephoning the company’s share registry or you may copy this form,

1o appoint a second proxy you must:

{a)  indicate that you wish to appoint a second proxy by marking the box.

{2l on each of the first Proxy Form and the second Proxy Form state the percentage of your voting rights or number of shares
applicable o that form. I the appointments do not specify the percentage or number of votes that each proxy may exercise,
gach proxy may exercise half your votes. Fractions of votes will be disregarded,

thy  return both forms together in the same envelope,

5  Signing Instructions
You mast sign this form as follows in the spaces provided;

Individus; where the holding is in one name, the holder must sign,
Jeint Holding: where the holding is in more than one name, all of the securityholders should sign.

Power of Attorney:  $o sign under Power of Aftorney, you must have already lodged this document with the registry, f you
have not previcusly lodged this document for notation, please attach a certified photocopy of the Power of
Attemey to this form when you return it

Compaenies: where the company has a Sole Birector who is also the Sole Company Secretary, this form must be sigaed
by that person. if the company {pursuant to sections 204A of the Corporations Act 2001} does not have a
Company Secratary, a Sole Director can also sign alone. Btherwise this form must be signed by a Director
jointly with either another Birector or a Company Secretary. Please indicate the office held by signing in
the appropriate place.

}§ a representative of the corperation is to attend the meeting the approgpriate "Certificate of Appointment of Corporate
Representative” shoudd be produced prior to admissien, A form of the certificate may be obiained from the company's share

registry,

Lodgement of a Proxy

This Proxy Form {and any Power of Attorney or certified photocopy of the Power of Attorney under which it is signed} must be
received at an address given below not later than 48 hours before the commencement of the mesting at $1am, 18 April 2003, Any
Proxy Form received after that time will nat be valid Tor the scheduled meeting.

Documents may he lodged using the reply paid envelope on Computershare Investor Services Py Limited
by posting, delivery or facsimile 10 Kingsiream Stee! Limited share registry at the address  GP0 Box 182

oppusite, or Perth Western Austratia 5840

by delivery or facsimile to the Registered Office of Kingstream Steel Limited Australiz

{Sugjacé to Beed of Company Arrangement) being Facsimile 1 8 9323 2033

13 Ord Street

WESY PERTH WA 8085



KINGSTREAM STEEL LIMITED

(SUBJECT TO DEED OF COMPANY ARRANGEMENT)
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KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
CORPORATE DIRECTORY

DIRECTORS

Kenneth Walter Court {Chairman)
Nikolais Zuks
Rudolph Dennig Sirr

SECRETARY
Lawrence Fitzgerald
REGISTERED OFFICE

Ground Floor
17 Ord Street
WEST PERTH WA 6003

Telephone: (0R) 9226 2033
Facgieile: (08) 9226 3388

AUDITORS

Frist & Young

Chartered Accountants
Level 34, Central Park
152-158 St Georpe's Terrace
PERTE WA 8000

SOLICYTORS

Clayton Utz
H08 8t George's Terrace
PERTH WA 6000

Solomon Brothers
2 The Esplanade
PERTHE WA 8000

SHARE RECISTRY

Computershare Investor Services Pty Lid
Level 2, Reserve Bank Building

435 St George's Terrace

PERTH WA 6000

Telephone: (0R) 9323 2000
Facgimile: (08} 9323 2033

AUSFRALIAN STOCK EXCHANGE

Kingstreain Steel Limited shares {KSM} were suspended from
trading on the Australian Stock LExchange Limited uwpon
appointment of a Voluntary Administrator on 27 November
2001, Kingstream Steel Limited options (KEMO) lapsed on
31 Julby 2002,



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
COMPANY REVIEW

During the period under review the operating loss after income tax attributable to members was 565,917,000

Comments on the operations Tor the vear are set out below:

(@

(&

The company completed share placements of 15,284 650 ordinary shares fully paid ag consideration for services rendered
andfor 1o be rendered.

The company was involved in negotiations with potential strategic partners and financiers to provide the necessary support
to progress the Mid West Tron and Steel Project, including nepotiations with US based Galaxy lnternational Inc. to establish
a convertible note facility for an amount of ASI0 million, and negotiations with US based Brighton Advisers Fund to
establish a structured investment facility for an amount up to A%15 million.

On 4 October 2001, the comparny appomted debig International Trading GmbH (“debid”} to advise on and strocture the Mid
West Tron and Steel Project, as well as to provide access, where possible and economically sensible, to other potential
partners to the Project who may also enter into strategic alliance with the company.

The company was unable to conclude negotiations and therefore in the interests of all the company’s stakeholders, the
company appoiuted Voluntary Administrators pursuant to Part 5.3A of the Corporations Act 2001 on 27 November 2001
and requested the suspension of its shares from trading on the Australian Stock Exchange Limited.



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
DIRECTORS’ REPORT

DIRECTORS

The directorg in office during the financial year and at the date of this report are as follows:

Special Responsibitities Relevant Interest in Securities
in Chief Entity of Chief Entity
Kenneth Walter Court Chairman 1,200,714 ordinary shares
Nikolais Zuks Managing Director 15,996, 184% ordinary shares
Rudolph Dennig Sirr Non-Executive Director -
Jesse Kavanaugh Taylor Non-Executive Director -
{(Appointed 15 March 2001)
{Regigned 15 October 2001}
L ord Lawson of Blaby Non-Executive Director -
(Appointed 31 May 2000)
{Resigned 14 March 2061)
Howard Jonathan Hyman Non-Executive Director -
(Appomnted 31 May 2000)
{Regigned 14 March 2061)
Anthony Nicolas Scott Saxton Non-Executive Director -
{(Appointed 17 March 2000)
{Resigned 14 March 2061)
David Simon Karpin Non-Executive Director -

{(Appointed 8 November 2000)
{Regigned 14 March 2061)

*11,654,253 shares are heid by Pavilly Pty Lid which is in lgaidation.

Directors were in office from the beginning of the financial vear untit the date of this ceport unless otherwise stated.
The particulars of the qualifications, experience and special responsibilities of each director are as follows:

Mr Kenneth Walter Court

Mr Court is a director of numerous companies. He has been actively involved with the Chamber of Commerce having been
Peesident of the Perth Chamber of Commerce, the Australian Chamber of Commerce and the Confederation of Asia-Pacific
Chaarnbers of Commerce & Industry (CACCH. Mr Court remaing a member of the Advisory Board of CACCL Mr Court is 2
member of the company's Audit Comunitiee and Remuneration Committee.

My Nikolais Zuks

Mr Zuks has been involved in the mining, exploration and drilling industries for more than 20 years in Auttralia, Indonesia and
Malaysta and has a wide commercial backgrownd. Mr Zuks was responsible for establighing the Midwest fron & Steel Project.

My Rudi Sirr

Mr Sire is currently a Director of Equilibrium Risk Advisory Services Limited and a Consnltant Representative of Adam Brothers
Contingency, Lloyds Brokers. He had been a member of the Sedgwick Group until its merger with Marsh Inc. in Perth, Western
Australa. Mr Sirr is chairman of the company’s Remuneration Committee. Mr Sirr joined the board as a non-executive director on
the ¥ November 2004,



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
DIRECTORS’ REPORT

Mr Jesse Tavlor

Mr Taylor has a backgrownd in project management and development finance. Mr Taylor has previously held positions ag
Clairman of Kaiser Engineers Infernational responsible for co-ordination of international activities, President of a wholly owned
subsidiary of Phibro Solomon regponsible for development of various trangportation, ndustrial and conunercial projects and
President of a financial services Joint Venture between Gesellschaft fur Tendanalysen, a German financial group, and Morgan
Stanley. Mr Taylor joined the board as a non-executive director on 15 March 2001 and resigned on 15 October 2001,

Lord Lawson of Blaby

Lord Lawson was created a Life Peer in 1992, Lord Lawson had a distinpuished political carcer having been Special Assistant to
Prime Mintster Sir Alec Douglas-Home from 1963 to 1964 and Chancellor of the Exchequer from 1983 1o 1989, Lord Lawson was
a director of Barclays Bank from 1990 to 1998 and continues fo sit on a nunber of Boards meluding the Institute for International
Eeonomics {Washimgton), British Ingtitwte of Energy Economics and the Advigsory Council, Prince’s Youth Business Trust, as well
ag Chailr of the Central European Trust.  Lord Lawson wag appomnited Chatrman on 31 May 2000 and resigned on 14 March 2001,

Howard Jonathan Hyman

Mr Hyran's frrm, Howard Hyman & Associates provides corporate strategy and business development advigory services to chief
executives in both the povernment and private sector. Previousty Mr Hyman has been Deputy Chairman of Charterhouse Bank and
a partner of the infernational accounting group, Price Waterhouse, Mr Hyman provided strategic advice for the privatisation of
British Steel. Mr Hyman joined the board as a director on 31 May 2000 and resigned on 14 March 2001,

Mr Anthony Nicolas Scott Saxton

Mre Saxton s the founder and the Chairman of Saxton Bampfylde Hever ple, a leading London based international executive search

firm. He is also the Chairman of the Hever Group, which 15 an effective grouping of 16 independent executive search finms around
the world, Mr Saxton joined the board as a non-executive director on 17 March 2000 and resigned on 14 March 2001,

Mr David 8§ Karpin

Mre Karpin is the executive chairman of Karpin Slanghter and worked for 22 years with Conzine Rio Tinto Australia, where he held
vartous positions including Marketing Prrector for Hamersley Iron, Managing Director for Argyle Diamonds and Group Executive
----- Economic Resources. Mr Karpin is Chairman of Monash Mownt Elza Business School Limited and Melbourne Health and is
director of Bougainville Copper Limited and Placer Dome Ine. Mr Karpin jomned the board as a non-executive director on ¥
Noveraber 2000 and resigned on 14 March 2001,

CORPORATE GOVERNANCE

The effect of the appointment of Voluntary Administrators on 27 November 2001 on the position of Directors was to suspend their
powers i respect of dealing with the affairs of the company.

Directors are no longer able to perform or exercise any power as an officer of the company except to the extent that any authority is
specifically delepated In weiting by the Administrator. I a Director does exercise any power without the Administrator’s authornity,
the transaction will be void and the Director may be made personally liable for the transaction. The Administrator hag specifically
delegated in writing the authority to sign this report.

PRINCIPAL ACTIVITIES

The principal activity during the year of entities within the consolidated entity was the furtherance of the Midwest Iron and Sieel
Project.

REVIEW OF OPERATIONS
A review of operations for the financial year and the resulis of those operations s contained within the Company Review.

CONSOLIDATED RESULTS
$7060

Consolidated entity foss after income tax for the financial year 65,917
DIVIDENDS

No dividends were paid during the year and no reconunendation is made as to dividends.



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
DIRECTORS’ REPORT

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

Significant changes in the state of affairs of the consolidated entity during the financial period were as outlined in the Company
Review.

in the opinion of the directors, there were no other significant changes in the state of affairs of the consolidated entity that occurred
during the financial year wnder review not otherwise disclosed in this repot or in the consolidated accounts.

EVENTS SUBSEQUENT TO BALANCE DATE

Since the end of the financial year under review and the date of this report, there have arisen the following events that are likely, n
the opinion of the directors of the Company, to significantly affect the operations of the consolidated entity, in subsequent financial
YEars:

(a) On 14 March 2002, the creditors of the company passed a resolution to atlow the cormpany fo enter into a Deed of Company
Arrangement ("DOCA™). The DOCA was executed on 3 April 2002 and contained a provision for the Administrators to seck
proposals in relation to the company and, if desired, for the company or the Administrators fo enter into a Trust Deed.

By In April 2002, the Company entered mto an agreement with Mount Gibson Mining Ltd (“"MGM™), a subsidiary of Mount
Gibson [ron Lid {“MGI™), for the sale of its Mining Leases, an Exploration Lease, General Parpose Leases and Miscelaneous
Licences covering the Tallering Peak Iron Ore Body. That Sale Agreement had to be amended to meorporate a right to mine
in order to resolve a legal issue. That amendment provided for the ownership of the Leases/Licences fo remain with the
company and all responsibilittes and entitlements to mine Tallering Peak to be transferred to MGM. The Leases/Licences will
be transferred to MGM under the Minmg Rights & Sale Agreement once the legal impediment hag been resolved.

(¢} Following discussions berween the Company and represemtatives from the State Government of Western Australiz a mutual
agreement was reached to terminate the fron and Steel (Mid West) Agreement Act 1997 (“State Agreement™). Termination of
the State Agreement factiitated the settlement of the Mining Rights and Sale Agreement for Tallering Peak.

(d) Settlernent of the Mining Rights & Sale Agreement took place on 1 August 2002, Total consideration of $4.53M 1 payable
consisting of $1.405M in cash, $IM of MGI shares held in escrow for @ months and a $2.123M Converting Note with a Pur
and Call Option attaching thereto. The terms of the agreement were approved by the Company's Committee of Creditors on |
August 2002,

(2} The Administrators have realised most of the company’s property, plant and equipment through private sale, public tenders
and public auctions. Proceeds from the sale of several properties were paid to the secured ereditor, Tippen Pty Lid, to partially
reduce its outstanding debt.

(fy The Admintstrators, with the approval of the Committee of Creditors, have finalised a reconstruction proposal with
Koolanooka Pellets Pry Ltd {“KPPL™). The KPPL reconstruction proposal was formalised into a conditional Reconstruction
Dreed and executed on | November 2002, An announcement was subsequently lodged at the Australian Stock Exchange
{IHASX”).

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The Hkely developments in the operation of the consolidated entity and the expected results of those operations mn financial years
subsequent to the period ended 31 December 2001 are as follows:

(a) The Reconstruction Deed is intended to facilitate the recapitalisation of the company, revitalise the company, restore s
credibility in the market place, and in pacticular, fast track i towards cash flow generation based on mital development of a
lower capital cost iron ore, pellets or BRIJHBI project.

(b) The Recoustruction Deed contemplates the consolidation of the Company’s share capital, a capital raising (being a
combination of a rights issue, placements and a public offer), payment of cash and the issue of debt capitalisation shares for
the benefit of creditors under the DOCA and Trust Deed, the issue of shares to KPPL, the lifting of the company’s ASX
trading suspension and the termination of the DOCA and coming into effect of a Trust Deed for the benefit of creditors.

(¢} A meeting of sharcholders will be convened on or before 31 January 2003 fo ratify the relevant actions contemplated in the
Reconstruction Deed.

&



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
DIRECTORS’ REPORT

MEETINGS OF DIRECTORS

The numbers of meetings of directors {including meetings of comumittees of directors) held during the year and the number of
meetings attended by each director were ag follows:

Board of Dhrectors Audit Committee
Hekd Attended Held Attended
N. Lawson 7 )
N, Zuks 15 25
K.W. Court 15 24 1 1
H.J. Byman 7 7
ANLS. Saxton 7 7
D.5. Karpin 7 7
R. Sier 3 21
TK. Taylor I4 12 1 1

DIRECTORS” AND OTHER OFFICERS® EMOLUMENTS

The Remuneration Comunittee of the Board of Directors is respounsible for determining and reviewing compensation arrangements
for the directors and the executive team. The Remuneration Commitiee assesses the appropriateness of the nature and amount of
emoluments of such officers by reference to relevant employiment market conditions with the overall objective of ensuring
maximum stakeholder benefit from the retention of a high guality Board and executive team. Such officers are miven the
opportunity fo receive their base emolument in a variety of forms including cagh and fringe benefits such as motor vehicles and
expense payment plang. It is intended that the manner of payment chosen will be optimal for the recipient withow creating undue
cost for the company.

To assist in achieving these objectives, the Remuneration Commitiee Hnks the nature and amount of executive directors’ and
officers” emoluments to the company’s progression m relation o the various components constituting the Midwest lron & Steel
Project.

Details of the nature and amoumnt of each element of the emolwment of each director of the company and each of the five executive
officers of the company and the consolidated entity receiving the highest emolument for the fimancial year are as follows:

Emoluments of directors of Kingstream Steel Limited

Annuat Emolements Long Term Emoluments

Base Fee Other Superannuation Other
£ $ $ $
N. Lawson 23,007 - - -
N. Zuks 212,581 12,712 %,610 -
K.W. Court 61,458 - - -
H.J. Byman [3.858 - - -
AN S Saxton [3,858 - - -
D.5. Karpin 12,500 - - -
R. Sier 40,625 - - -
LK. Taylor 23,437 - - -

The category ‘Other’ includes the value of any non-cash benefits provided.

Emoluments of the five most highly pald executive officers of the company and the consolidated entity

N. Zuks $233.903

The parent entity has no executives, other than the directors, relying on external consultants.

The terms “director” and ‘officer” have been treated as motually exclusive for the purposes of this disclosure.

The elements of emoluments have been determined on the basis of the cost to the company and the consolidated entity.

Executives are those directly accountable and responsible for the operattonal management and strategic direction of the company
and the consolidated entity.

SHARE OPTIONS

At the date of this report there were no unissued ordinary shares for which options were outstandimg.  All options outstanding at
year end expired on 30 July 2002,



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
DIRECTORS’ REPORT

ENVIRONMENTAL REGULATION AND PERFORMANCE

The Company is not currently subject to any specific environmental regulation. There have not been any known
significant breaches of any environmental regulations during the vear under review and up until the date of this report.
INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

During the financial year the Cmmpang entered into agreements to indemnify all directors of the Company and current
executive officers of the Company and its controlled entities against all Habilities to persons {other than the Company
or a related body corporate) which arise out of the performance of their normal duties as directors or executive officers
unless the Hability relates to conduct involving a lack of good faith.

Draring the financial year the Company or its controlled entities paid insurance premiums totaling $95,040 in respect of
directors” and officers' Hability insurance. The policies do not specify the premium for individual directors and
executive officers.

The directors’ and officers’ Hability insurance provides cover against all costs and expenses involved in defendizgg legal
actions and any resulting pavments arising from a Hability to persons (other than the Company or a related body

corporate) incurred in their position as director or executive officer unless the conduct invelves a willful breach of duty
or an improper use of inside information or position to gain advantage.

ROUNDING OF AMOUNTS

The amounts contained in this report and in the financial statements have been rounded off under the option avatlable 1o the
company under ASIC Class Order 98/100. The company is an entity to which the Class Order applies.

CORPORATE
The company is lmited by shares and s domictled in Augtraliaz. At vear end the company had 2 employees.

Signed m accordance with a resolution of directors.

Nikolais Zuks
Director
Perth, |7 February 2003



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
INTERESTS IN MINING TENEMENTS AS AT 31 DECEMBER 2001

Tallering Peak. Western Australia - 100% Weld Range, Western Australia- 100%
Area Status Area Status
EL 70/1192 66 Blocks Granted TR 7073962 2310Ha Granted
ML 78896 903Ha Granted EL 20/176 7 Bloeks Granted
ML 7071062 392Ha Granted ML 207402 G60Ha Granted
ML 70/1063 938Ha Granted ML 20/463 99 Ha Granted
ML 7071064 905H= Granted ML 20/41%9 507Ha Application
GPL 70/192 32Ha Granted EL 517947 33 Blocks Application
GPL T/193 149Ha Granted EL 20/459 2 Bloeks Application
1 Tyeo T40Ha Granted EL 20/457 7 Blocks Application
19.800Ha EL 20/4492 ¥ blocks Application
19.517Hy
Koolanooka Hills, Western Austealia - 100% Jack Hills, Western Austrealia - 160%
Area Status Area Status
ML 701012 59%Ha Granted EL 2072090 % Blocks Granted
ML 70/1013 899Ha Granted EL 207458 68 Blocks Application
ML 70/1514 H#99Hz Granted EL 517906 40 Blocks Application
EL 7042433 33 Blocks Application 34,800 Ha
12,296Hq
Blue Hill Range, Western Australia - 180% Robinson Range, Western Australia — 100%
Ares Status Ares Status
EE 59/462 Z Blocks Granted EL 52/1552 59 Blocks Apphcation
EL 59/902 2 Blocks Granted EL 52/1553 70 Blocks Application
EL 597971 & Blocks Application EL 52/1554 70 Blocks Apphication
EL 59/1059 34 Blocks Application EL 52/1353 54 Blocks Apphication
1380080 EL 52/1556 44 Blocks AppHeation
8%, 100H

Mt Aubrey, Western Australia - 160%

Aren Status
EL 0971004 47 Blocks Application
EL 7072237 53 Blocks Application
30,000Ha

ML = Mining Lease

Ef. = Exploration Lease

T = Temporary Reserve
GPL = General Purpose Lease
L = Miscellancous Licence

Montalban Gravel/Gald Preject, Philippines

The agreement with Scott Consulbtants & Resource Development Inc. has lapsed. Kinggtream Resources (Singapore) Pte Lid and
Kingstream Resources Philippines Inc no longer hold beneficial interests in the project. The investment into the project hasg
previously been provided for mn full. Kmgstream Resources (Singapore) Pte Lid is being wound up.

Agna River Altuvial Gold Prespect, Philippines

The agreement with Scott Consulbtants & Resource Developraent Inc. has lapsed. Kingstream Resources (Singapore) Pte Lid and

Kingstream Resources Philippines [ne no longer hold interests in the prospect. The investment into the prospect has previously
been provided for in full.



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)

STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 31 DECEMBER 2001

Revenue from Ordinary Activities
Exploration, evaluation and development
costs written off

Provigion for weitedown of property,
plant and eguipment

Consultants

Borrowing costs

Salaries and employee benefits expenses
Other expenses

1 oss from ordinary activities before
ncome tax

Income fax expense relating to ordimary
activities

Net Ioss attributable to members of
Kingstream Steel Limited

Basic loss per share (cents per share)
Dituted loss per share {cents per share)

Notes

31}

Consolidated Kingstream Steel Limited
2661 2004 20 2000
5000 $ 004 $° 080 5000
34 127 34 127
{68,988) 270 (82,257) 270
{633) - (620) .
(1,652} {3,850 {1,652) {3,850
(220 - (220) .
{686) (75N (686) (75
(1,752} {3,443) (1,74%) {3,428}
{65,917} {8,195) (57,146) {8,180}
{65,917} {8,195) (57,146) {8,180
(13.4) (1.8}
(13.4) (1.8



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)

STATEMENT OF FINANCIAL POSITION

AT 31 DECEMBER 2001

CURRENT ASSETS
Cash

Inventories

Other

TOTAL CURRENT ASSE¥S
NON-CURRENT ASSETS
Property, plant and equipment
Receivables

Ivestments

Exploration, evaluation and development
costs carred forward

TOTAL NON-CURRENT ASSE¥TS
TOTAL ASSETS

CURRENT LIABH ITIES
Accounts payable

Provigions

TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

EQUITY
Contributed equity
Reserves
Accumuated losses

TOTAL EQUITY

Notes

~} oh Lk

g
16

i4
HS

Consolidated Kingstream Steel Limited
2001 2000 20601 2600
$080 $080 5004 5000
43 259 43 259
58 58 58 58
10 254 10 234
i1t 571 111 371
664 1,298 561 1,241
- 51 - 51
- - - 4
27,008 86,667 27,800 77,936
27.604 88,016 27,501 79,231
27,718 88,587 27,702 79,803
7716 3,806 7,106 3,796
- 47 - 47
7716 3,853 7,706 3.843
7,716 3,853 7,706 3,843
19,999 84,734 19,996 75,968
759,233 758,051 759,233 758,051
33,811 33,811 33,811 33,811
(773.043) (707,128) (773,048) (715,962)
19,999 84,734 19,996 75,968




KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2001

CASH FLOWS FROM
OPERATING ACTIVITIES
Receipts from customers

Payments to suppliers and employees
Imterest recetved

Borrowing costs

Exploration and evaluation expenditure
GST refund

Net cash flows used in operating
activities

CASH FLOWS FROM

INVESTING ACTIVITIES

Payments for property, plant and
equpment

Proceeds from sale of property plant and
eqrpInent

Exploration and evaluation expenditure

Net cash flows used in investing
activities

CASH FLOWS FROM

FINANCING ACTIVITIES

Proceeds from issue of shares

Share issue costs

Proceeds from borrowings

Net cash flows from financing activities
Net decrease in cash held

Cash at beginning of the financial period

Cash at the end of the financial period

Consolidated Kingstream Steel Limited
20681 26804 20 2080
600 $* 00 080 600
Notes Inflows/ Inflows/ fnflows/ Inltows/
{Outflows) {Oatflows) {Outitows} {Outflows)
15 76 15 76
(1.048) {4,476) {1,040) {4,475%)
5 51 5 51
{293) {I% (292) {I%
{213) - (213) -
375 - 878 -
26 (b) {950) {4,368) (9530) {4,367}
(1 (412) ) (412)
4 - 14 .
- {5,695} - {5,695}
13 {6,107) 13 {6,107)
- 8,000 - 8,000
- {80 - (80
TH - 721 -
TH 5,920 721 5,920
{216) {1,555} (216) {1,554)
259 1,814 259 1,813
26 (a) 43 259 43 259




KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2001

1. SUMMARY OF SIGNIFICANT ACCOUNTYING POLICIES
Basis of accounting

The financial statements have been prepared in accordance with the historical cost convention. AH assets are valued at the lower of
cost and net realisable value.

The fmancial report is a general purpose financial report which has been prepared in accordance with the requirements of the
Corporations Act 2001 which includes applicable Accownting Standards. Other mandatory professional reporting requirements
(Urgent Issues Group Consensug Views) have also been complied with,

The accounting policies adopted are consistent with thoge of the previous year.

1 {2) Basis of Presentation of Financial Statements

The fiancial statements have not been prepared on a going concern basis. Brue to the proposed restructure of the Group the assets
have been valued at net realisable value. The Company and the consolidated entity incoreed a loss of 557,146 million and $65.917
miHion respectively for the financial year ended 31 December 20071 and subsequent to balance date, have continued to generate a
foss. AL 31 December 2001, both the Company and the consolidated enmtity were also in a net current agset deficiency.

O 27 Novemnber 2001, the Company and all subsidiaries were placed into Voluntary Administration.

A proposal to enter the Kingstream Ste¢l Group (comprising Kingstream Steel Limited and #s controlled entities) into a Deed of
Company Armangement was approved at a meeting of credifors on 14 March 2002, On 3 April 2002 the Deed of Company
Arrangement was executed and Kingstream Steel Limited and its controlled entities previously subject to voluntary administration

became subject to a Deed of Company Arrangement.

The Committee of Creditors approved the restructuring plan for the Kingstream Steel Group and a conditional Reconstroction Deed
was executed on 1 November 2002, details of which are included in Note 27 {T).

Kingstream Steel Limited is no longer considered a going concern and therefore, on this basis, the operating assers have been
recognised m the financial report af estimated net realizable value. Liabilities have been recognised i the financial report at full
value.

Principles of consolidation

The consolidated accounts are those of the consolidated entity, comprising Kingstream Steel Limited (the parent entity) and all
entities which Kingstreamn Steel Limited controlled from time to time durimg the year and at balance date.

Information from the financial statements of subsidiaries is included from the date the parent company obtaing control wntil such
time as control ceases. Where there 18 a loss of control of a subsidiary, the consolidated financial statements include the results for
the part of the reporting period during which the parent company has control.

Subsidiary acquisitions are accounted for using the purchase method of accounting,

The financial statements of subsidiaries are prepared for the same reporting period as the parent entity, using consistent accounting
policies. Adiustrnents are made o bring into Hne dissimilar accounting polictes which may exist.

All inter-company balances and transactions have been ellininated in full on consolidation.
[nvestments

Ivestments m controlled entities are valued in the chief entity”s accounts at cost less amounts written off for permanent diminution
in the value of investments.

All other non-current investments are carried at the Jower of cost and recoverable amount.
[nventories

Costs meurred in bringing each product to its pregent condition and location are accounted for using purchase cost on a first in first
ot basis.

Mining Tenements and Exploration Expenditare/Midwest fron & Steel Project (“Project™)

Costs mcurred during exploration, evaluation, development and construction activities related to an area of interest or the Project
are accwmulated at cost and, where applicable, written down to their recoverable amount.

The ultimate recoupment of this balance is dependent on the successful and commercial exploitation andior sale of the relevant
assets, at armounts at least equal to book value. The carrying amount of these assets is reviewed anmually by the directors to ensure
it is not in excess of their recoverable amount. The recoverable amount s assessed on the basis of the expected net cashflows

13



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2001

which will be recetved from the exploftation of the assets and subsequent disposal. In determining recoverable amount the
expected net cashflows have been discounted to their present values using a market determined risk adjustment discount rate.

Accumulated costs in relation to abandoned areas of inferest are written off in full in the yvear in which the decision to abandon the
area 18 made.

Revaluations of these assets have not taken account of potential capital gaing tax on assets acquired after the miroduction of capital
paing tax.

The consolidated entity hag no set policy for revaluation.
Property, plant and equipment

Cost

ftems of property plant and equipiment are valued at cost.

Peoperty, plant and equipment, other than freehold land, are depreciated over their estimated useful Hives from the time they are
fully ingtalied and operating using the straight line method. Plant and equipment s being deprectated over periods ranging between
310 6 vears {1999 - 310 6 years).

Recoverable amount

Non-current assets are not carried at an amount above their recoverable amount, and where carryving values exceed this recoverable
amount assets are written down. In determining recoverable amount the expected net cash flows have been discounted to their
present value using a market determined risk adjustment discount rate.

Cash and cash equivalents

Cash on hand and in banks and short term deposits are stated at the lower of cost and net realisable value.

For the purposes of the statement of cash flows, cash includes cash on hand and in banks, and money market investments readily
convertible to cagh within 2 working days, net of owtstanding bank overdrafts.

Trade and other pavables

Liabilities for trade creditors and other amounts are carried at cost which is the fair value of the consideration to be paid in the
future for poods and services received, whether or not billed 1o the consolidated entity.

Payables to related parties are carried at the principal amount. {mterest, when charged, by the lender, is recognised as an expense on
an accrual basis.

Share capital

Ordinary share capital is recognised at the fair value of the consideration received by the company.

Amwy costs arising on the issue of ordinary shares are recognised directly in equity as a reduction in the proceeds recelved.
Leases

Leasges are classified at thelr mception as either operating or finance leases based on the economic substance of the agreement so ag
to reflect the risks and benefits incidental to ownership.

Operating leases

The minimen lease payments of operating leases, where the lessor effectively retaing substantially all of the risks and benefits of
ownership of the leased item, are recognised as an expense on a straipght line bagis.

Contingent rentals are recognised ag an expense in the financial year in which they are incurred.
Revenue recagnition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and the revenue can be
reliably measured. The following specific recognition criteria must also be met before revenue is recognised:

Sale of Goods

Controt of the goods has passed to the buyer.



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2001

Tnterest
Controt of a right to receive consideration for the provision of, or investment in, assets hag been attained.
Dividends

Control of a right to recetve consideration for the investiment in assets is attained, usually evidenced by approval of the dividend at
a meeting of sharcholders.

[ncome tay

Tax-effect accounting is applied using the liability method whereby income tax is reparded as an expense and ts calenlated on the

accounting profit after allowing for permanent differences. To the extent timing differences oceur between the time items are

recoguised in the fimancial staternents and when fems are taken Into account in deternuining taxable income, the net related taxation

benefit or liability, calculated at current rates, is disclosed as a future income tax benefit or a provision for deferred income tax.

The net fiture income tax benefit relating 1o tax losses and tming differences s not carried forward as an asset unless the benefit is

virtually certain of being realised.

Where assets are revalued no provision for potential capital gains tax hag been made.

Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST except:

»  where the GST incurred on a purchase of poods and services is not recoverable from the faxation authority, in which case the
(ST is recopnised as part of the cost of acquisition of the asset or ag part of the expense item as applicable; and

s  receivables and pavables are stated with the amowunt of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the
Statement of Financial Position.

Cash flows are included in the Statement of Cash Flows on a gross basis and the GST component of cash flows arising from
tnvesting and financing activities, which is recoverable from, or payvable to, the taxation awthority are classified as operating cash
flows.

Commitments and contingencies are disclosed net of the amownt of GST recoverable from, or payable to, the taxation authority.

Emplovee entitlements

Provision is made for employee entitlement benefits accumulated as a result of employvees rendering services up to the reporting
date. These benefits mchude wages and galaries, annual leave, sick leave and long service leave.

Liabilities arising in respect to wages and salaries, annual leave, sick leave and any other employee entitlements expected to be
settled within twelve months of the reporting date are measured at their nominal amounts.  All other employee entitlernent Habilities
are measured ar the present value of the estimated future cash outflow to be made in respect of services provided by employees up
to the reporting date.  In determintng the present value of future cash outflows, the interest rates attaching fo government
puaranteed securities which have terms to maturity approximating the terms of the related liability are used.

Emplovee entitlement expenses and revenues arige in respeet of the following cateportes:

s  Wages and galaries, non-monetary benefits, annual leave, long service leave, sick leave and other leave entitlements; and
s Other types of emplovee entitlements,

are charged against profits on a net basis in thelr respective categories.
Earnings per share

Basic earnings per share 18 determined by dividing the operating profit/{loss) after tax by the weighted average number of ordinary
shares outstanding during the financial year.

Diluted earnings per share 18 determined by dividing the operating profit after tax adjusted for the effect of earnings on potential
ordinary shares, by the weighted average number of ordinary shares (both ftsued and potentially dilutive) ovtstanding during the
financial vear.

Foreign currency transkations

Transactions in foreign currencies of entities within the consolidated entity are converted to ocal currency at the rate of exchange
reding at the date of the transaction.



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2001

Amounts payable to and by the eatities within the consolidated entity that are outstanding at the balance date and are denominated
in foreign currencies have been converted to local curreney using rates of exchange ruling at the end of the financial year.

Except for certain specific hedges and hedges of foreign currency operations, all resulting exchange differences arising on
settlement are brought to account in detenmining the profit and loss for the year, and transaction costs, premiums and discomnts on
forward currency confracts are deferred and amortised over the life of the contract.

Comparative figures

Where necessary, comparative figures have been reclassified to conform with the current period financial staternent presentation.
As a result of applying the revised Accounting Standard AASBIOIS Statement of Financial Performance, revised AASB 1034
Financial Report Presentation and PHsclosures and AASB 1040 Statement of Financial Position for the first time, a number of
comparative amounts were reclassified 1o ensure comparatibility with the current reporting period.

Consolidated Kingstream Steel Limited
2661 2604 20 2000
5000 $ 004 $° 080 5000
2. REVENUE FROM ORDINARY
ACTIVITIES
Revenues from operating activities
Revenue from sale of goods 15 Th 15 76
Revenues from non operating activities
Imerest recetved - other comporations 5 51 5 51
Proceeds on sale of non-current assets T4 - 14 -
Total revenues from ordinary activities 34 127 34 127
3. EXPENSES AND LOSSES
(a} Expenses
Interest paid - other corporations 12 I3 72 19
Depreciation of non-current assets
Plant & equipment 65 it 54 66
Rental - operating leases 508 444 08 449
Proviston for eraployee entitlements 174 22 12 22
Asget write-downs 48 - 32 -

(b} Significant Items

Peofit from ordinary activities before
tncome tax expense mcludes the
following revennes and expenses
where the disclosure s relevant in
explaining the financial performance
of the entity:

Proviston for diminution in value of

- property, plant & equipment 653 - 620 -
Applicable tncome tax - - - -
- exploration, evaluation and

developrment costs 60,988 - 52,257 -
Applicable tncome tax - - - -

Following the restracture of the Group subsequent to vear end and in consideration of the lack of progress in developing the
Midwest Iron and Steel Project the carrying value of assets has been reassessed. Thig has resulted n signtficant writedowns i the
carrying value of assets as noted above.



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2001

Consolidated Kingstream Steel Limited
2661 2004 20 2000
5000 $ 004 $° 080 5000
4. INCOME TAX
The prima facie tax, using tax rates
applicable tn the couatry of operation, on
operating (losg) profit differs from the
income fax provided in the accomns as
follows:
Prima facie tax on operating (loss) profit {1,260) (2,786) {1,251 {2,781
Add (Less) tax effect oft
- Future ncome tax benefits not brought
to account at balance date as
realisation of the benefit is not
reparded as virtually certain 1,260 2,786 1,257 2,781

Income fax expense {benefit) attributable
to operating profit (Joss) - - - .

Tax deductible exploration expenditure carried forward together with operating fosses resulted in future income tax benefits of
$(13,402,000) ar 31 December 2001 (2000; $12,142,600) for the consolidated entity. The consolidated entity also has carried forward
capital fosses resulting in an additional future income tax benefit of $(210,778,000). These benefits have not been brought to account
and will only be available ift

(a} The companies i the consolidated entity derive future assessable income of a nature and of an amownt sufficient to enable the
benefit from the deduction for the losses to be realised;

(b) The companies m the consolidated entity comply with the conditions for deductibility tmposed by the law; and

(¢} No changes in fax legislation adversely affect the companies in the consolidated entity In realiting the benefit from the deduction
for the osses.

5. CASH

Cash at bank 43 P77 43 P77

Short term deposiis - iy - iy
43 2139 43 2139

6. [INVENTORIES

Onher at cost A8 5% A8 5%
38 8 38 8

7. OTHER CURRENT ASSETS

Other 38 254 38 254

L esg provision for diminution {48) - {48) -
T 254 T 254




KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2001

Consolidated Kingstream Steel Limited
2661 2004 20 2000
5000 $ 004 $° 080 5000
8. PROPERTY, PLANY¥ AND
EQUIPMENT
L eagehold land ar cost 173 173 173 173
Freehold land at cost 830 854 850 B30
Proviston for Diminution {473 - {473) -
Total land 550 1,023 554 1,023
Plant and equipment at cost 613 636 504 517
Provision for deprectation {416) {355} (34%) (299}
Provision for diminution {143) - {11 -
Total plant and equipment 54 278 41 218
Total property, plant and equipment
Cost 1,652 1,653 1,539 1,540
Proviston for depreciation/amortisation {420y {355} (353%) (299}
Provision for diminution {628) - {505} -
Total written down amount 64 1,298 591 1,241
(a) Reconciliations
Reconciliations of the carrying amounts
of property, plant and equipment at the
beginning and end of the current and
previous financial year.
Land
Carrying arnount at beginning 1,023 687 1023 6R7
Additions - 336 - 338
Provision for diminution {473) - {473} -
550 1423 550 1,023
Plant and equipment
Carrying amount at beginning 75 278 218 208
Additions ¥ 76 1 6
Disposals (14 - {14} -
Depreciation (63) (8 {54 {661
Provision for diminution {143) - {11 -
54 275 41 218
9. RECE{VABLES
Non-Current
Agmount receivable from controlled
entities - - 1257 1,257
L ese: Provision for non recovery - - {1,257 {1,257}
Other deposits 38 51 38 51
Less: Proviston for non recovery {38) - {38) -
- 51 - 51




KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2001

Consolidated Kingstream Steel Limited
20681 26804 20 2080
5300 $7 000 $"080 5300
10. INVESTMENTS
Non-Current
Shares in unlisted entities at cost (a) 171,846 177,846 177,846 177,846
Provision for diminution {177,846) {177,846) {177.846) {177,846}
Shares in unlisted controlied
entities at cost (refer note 23) - - 4 4
L esq: Provision for diminution - - {4} -
- - - 4

(a} Shares in unlisted entities is comprised of the company’s 22.2% interest in An Feng Steel Co., Ltd. This investment has not
been equity accounted as the consolidated entity has no significant influence over the company.

11, EXPLORATION, EVALUATION
AND DEVELOPMENT COSTS

CARRIED TORWARD
Mining tenements and exploration
- At cost 28,257 1,257 27,080 -
Less: Provision for diminution in value {1,251 {1,257) - -
27,080 - 27,080 -
Midwest Iron & Steel 'Pro_%(\-:cl‘ i
- At recoverable amount ™ - 52,700 - 52,7068
- Atcost'™ - 33,967 - 25,236
- 56,667 - 77,836
27,080 56,667 27,080 77,836

(a) The ultimate recoupment of the carrying value of the Midwest Iron & Steel Project was dependent upon the successtul and
comraercial exploitation which would be possible only if sufficient funds were made available from shareholders or other sources
andfor sale of the relevant arcas, at amounts at least equal to book value. Following appointment of a Voluntary Administrator,
the carrying value has been weitten off in full.

(b) The directors’ valuation in 1996 agsessed the after tax net present value of the measured and indicated high grade fron resource of
28.2M¢t ar 63.2% Fe at Tallering Peak. The valuation was based upon various costs which have been ascertained in the course of
the bankable feasibility study into the Midwest Iron & Steel Project and is calculated on the basis of iron being sold in an
unprocessed form as hump and fines on the infernational market at the average published sale price of ron ore for the previous
five years {based upon information received from the Australizn Bureau of Statistics). Subsequent to 1996, the Tallering Peak
tron resouree was upgraded to 39.2Mt

(¢} Represeats costs incurred by the company subsequent to the divectors” valuation in 1996 in further enhancing the value of the
Midwest lron & Steel Project.
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Consolidated Kingstream Steel Limited
2661 2004 20 2000
5300 $ o0 $° 080 5300
12, ACCOUNTS PAYABLE
Current
Other creditors
Other corporations 6,797 3,221 6,787 3,211
Birector related entities 916 588 91¢ 585
7,716 3,806 7,706 3,796
Australian dollar equivalents of amoumts
payable in forelgn currencies not
effectively hedged:
United Kingdom pounds 1,263 1,248 1203 1,248
Usited States doblars 622 444 622 449

Terms and conditions relating to the above fmancial nstruments are as set out in note 27 {a){ii).

13. PROVISIONS

Current
Provision for employee entitlements 22 - 47 - 47

14. SHARE CAPITAL

(a) Issued and paid up capital
500,200,655 ordinary shares fully
paid (2000: 484,916,003) 759,233 758,051 759,233 758,051

(b) The following shares were issued
during the year:

s On 15 June 2001 2,000,000 ordinary
shares were issued in few of
contracted ervices at an issue price
of 16 cents each.

s On 21 June 2001 1,753,165 ordinary
shares were issued in few of
contracted services at an issue price
of 5 cents each.

s On IR Juby 2001 4 218,696 ordinary
shares were tssued i Heu of
contracted services at an issue price
of 10 cents each.

s (n 5 September 2001 3,912,789
ordinary shares were issued m Heu
of contracted services at an issue
price of 6.33 cents cach.

» {3 November 2001 3,400,000
ordinary shares were issued m Heu
of contracted services at an issue
price of 3 cents each.



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
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(¢} Options over ordinary shares:

o listed options to acquire fully paid
ordinary shares on or before 30 July
2002 at an exercise price of $1.10

15, RESERVES

Asset revaluation

(a) Asset revaluation

{i} Nature and purpose of reserve

The asset revaluation reserve is used o
record imcrements and decrements in the
value of non-current assets. The reserve
can only be used to pay dividends in
Hmited circumstances.,

(i} Movemenis in reserve

Balance at beginning of vear

16. EARNINGS PER SHARE

Basic loss/earnings per share {cents per
share)

The following reflects the income and
share data used in caleubating basic and
diluted earnings per share:

(a) Netloss

(b)Y Weighted average number of
ordinary shares owtstanding during the
period

(¢} Options issued at year end are not
considered 1o be difutive.

Consolidated Kingstream Steel Limited
2661 2004 20 2000
5000 $ 004 $° 080 5000
2061 2060
No. 000 No. 000
45,161 45,261
33,811 33,811 33,811 33,811
33,811 33,811 33,811 33,811
33,811 33,811 33,811 33,811
20601 2004
(13.4) (1.8)
565,917,000 £8,195,000
No. No.
490,568,919 459,865 853

Bt
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Consolidated Kingstream Steel Limited
2661 2004 20 2000
5300 $ o0 $° 080 5300

17, COMMITMENTS
(a) Exploration Commitments

The consolidated entity has certain obligations to perform minimum exploration work and to expend minimum amounts of money
on such work on mining tenements. These obligations may be varied from titne to time subject to approval and are expected to be
fulfilled in the normal course of the operations of the consolidated entity. These commitments have not been provided for in the
accownts. The mintum expenditure commitment on the tenements i

Not later than one year 413 410 413 410

L ater than one year but not later than

tWer Years 413 410 413 410
820 §20 820 §20

(b) Operating leases on offices (non-

canceliable)

Minimuorn kease payments

Not later than one year - 194 - 194
Later than one year but not later than

five years - 232 - 232

- 416 - 426

The operating lease for the company’s offices terminated upon the company proceeding into Voluntary Administration.

18. CONTINGENT LIABILIT{ES

The details and estimated maximuoem amounts of contingent Habilitles are set out below. The Dirgctors are not aware of any
circinstances or information that would lead them to believe that these Habilities will crystallise and consequently no provision is
included in the accounts in respect of these matters.

An action has been brought in the Supreme Court of Western Australia by Stemcor UK Ltd {(“Stemcor™} against the company in
relation to guarantees for the sum of USS2 million plus interest purportedly given by the company in favour of Stemceor in respect
of the supply of steel by Stemcor to the company’s previously controlled entity, An Feng Steel Co., Ltd, pursuant to a toll
treatment contract and which puarantees were allegedly signed by a former Talwanese director of the company. The company
denies any such guarantee and claimg thar Stemcor’s claim 1 withowt merit. As a result of the company proceeding into Voluntary
Admintstration the action hag been stayed in accordance with the Corporations Act 2001,

Bt
et
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Conselidated

2001
$

Kingstream Steel Limited
2004 200 2000
$ § 5

19. REMUNERATION OF
DIRECTORS
Dirsctors” reruneration
income paid or payable, or otherwise
made available, in respect of the financial
year, to all diectors of each entity in the
congolidated entity, directly or mdirectly,
by the entities of which they are directors
or any related party: 422,736

578,694

Income paid or payable, or otherwise
made available, in respect of the financial
year, to all directors of Kinpstream Steel
Limited, directly or indireetly, from the
entity or any related party:

The mamber of directors of Kingstream
Steel Limnited whose income {including
superannuation contributions) falls within
the following bands is:

2801 2000
No. No.

L0066 - 519,999
20,000 - 529,999
40,000 - 549,999
60,000 - 569,999
T0,000 - § 79999 -
160,000 - $109,999 -
220,000 - $229.999 i

B O
[ N P

in the opinion of directors, remuneration
paid to directors is considered reasonable

20. REMUNERATION OF
EXECUTIVES
Remumeration received or due and
receivable by executive officers of the
coisolidated entity whose remuneration
ts $100,000 or more, from entities in the
consolidated entity or a related party, in
connection with the management of the
affairs of the entities in the consolidated
entity whether as an executive officer or
otherwise: 133,503

422,736 578,694

320,420

—————————————————————————————

Remuneration recetved or due and
receivable by executive officers of the
cofmpany whose remuneration is
$100,000 or more, from the company or
any related party, in connection with the
tranagement of the affairs of the
company or any related party, whether as
an executive officer or otherwise.

[
[

133,503 320,420
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Consolidated Kingstream Steel Limited

2001 2004 2001 2000
The number of executives of the
consolidated entity and the company
whose remuneration falls within the
following bands:

No. No. No. No.

S100,000 - $109,90% - I - I
220,000 - $229.99% t I i I

in the opinion of directors, remumeration
paid to executives is considered
reasonable.

21 AUDITORS’ REMUNERATION

Amounts, received or due and receivable
by anditors for:
- an gudit or review of the financial
report of the entity and any other
entity in the consolidated entity 37,604 358,366 37,680 35,366
- other services in relation to the entity
and any other entity in the
consolidated entity 26,776 14,2440 16,776 14,2440

64,376 49,606 64,376 44,606

22. EMPLOYEE ENTITLEMENTS

{(a

ot

Employee entitlements

Provistons (Current) - 47 - 47

Eraployees were terminated following the appointment of Voluntary Administrators and became unsecured creditors for thewr
entitlements amounting to $39,000.

b

Qi

Superannuation

Superannuation plans are contributed to af vartous percentages of the employee’s income but not less than that reguired vader
statutory regulations for the provigion of benefits to eraplovees on retirement, death or disablement. Employees may contribute
amounts either ag fixed dolar amounts or as a percentage of meome.
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23. CONTROLLED ENTITIES

(a) Controlled entities Ordinary Shares Tnvestment at cost
Percentage Owned
2001 2000 2601 2600
%% %o £7000 5000
Kingstream Pty Lid HiD 100 - -

Kingstream Resources {Singapore) Pte Lid
and its controlied entity Kingstream

Resources Philippines Inc * ) G0 - -
Hurda Pty Lid # D G0 - -
AFK1 Py Lid # 0 1O - -
AFKZ Pty Lid # 0 1O - -
AFK3 Pty Ltd # 0 1O - -
AFK4 Pry Lid # 0 1O - -
AFKS Pty Lid # 0 1O - -
AFK6 Py Lid # H 1 - -

Provision for diminution in value - -

*  Controlled entities audtted by firms other than Ernst & Young.

# Controlled entity not avdited ag it is a small proprietary company not required to prepare financial statements,

(by All controlled entities are meorporated in Australia, with the exception of the following:
Country of

Incorporation
- Kingstream Resources (Singapore) Pre Lid Singapore
- Kingstream Resources Philippines Inc Philippines

Fach entity operates i their country of incorporation.

(¢} The provision for diminution in value of mvestments for the period ended Decemnber 2001 was (54,084.00) and December 2000
was ($2.00).

24, RELATED PARTY DISCLOSURES
(a) The directors of Kingstrearn Steel Limited duning the financial year were:

Kenneth Court
Nikolais Zuks
Rudolph Sir
Nigel Lawson
Howard Hyman
Anthony Saxton
David Karpin
Jesse Taylor

Bt
¥
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Consolidated Kingstream Steel Limited
2661 2004 20 2000
5000 $ o068 $°0680 5000

(b) The following related party
teansactions occurred during the
financial year. These transactions
were under normal commercial terms
and conditions unless otherwise
stated.

(i) Transactions of the parent entity
with director related entities:

»  Amoumts paid to Equilibriam
Risk Advisory Services Pty Lid a
corporation of which Mr Rudolph
Sire is a director and has a
beneficial interest

Consulting Fees 331 50 331 50

At balance date the following

armounis were outstanding to

Equilibrium Risk Advisory

Services Pty Lid M4 43 374 43

»  Amounts paid 1o Howard Hyman
& Associates a corporation of
which Mr Howard Hyman is the
principal and has a beneficial
interest

Consulting Fees 126 698 126 698
At balance date the following

armounts were outstanding o
Howard Hyman & Associates 1249 32

Lt

129 32

Lt

(i} Kingsteam Steel Limited s the ultimate controlling entity.

(¢} Share Transactions of Directors
Interests in the shares and options of Kingstream Steel Limited held by directors of the reporting entity and their director-related
entities, as at 31 December 2001

2061 20480
No. New
Ordinary fully paid shares 16,796,898 21,456,898
34 July 2002 options
(exercisable at 5110 9,704,173 4,704,173

During the period directors and their related entities acquired 400,004 ordinary shares and disposed of 1,160,000 ordinary shares on
the same ferms and conditions available to other sharcholders.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

31 DECEMBER 2001

25, SEGMENT INFORMATION

The consolidated entity operates in Australia,
predominantly in one business sepment, mineral

exploration.

26. STATEMENT OF CASH FLOWS

(a) Reconeiliation of cash for the purposes of thig statement of cash flows, cash includes:

(i) cash on hand and m at call deposits with banks or financial mstitations, net of bank overdrafts; and

(i1} investments in money market ingtruments.

Cash at the end of the year i shown
in the balance sheet as!

Cash on hand

(b) Reconeiliation of the operating profit
(loss) after tax to the net cash flow
used in operations: Notes

Operating profit/(loss) after income
tax

Net cash flows in operating oss:
Ttem classified ag financing activity 26{d)
Depreciation
Provision for diminution in value of
mvestinentis
Provision for diminution of
receivables
Provision for dimimution of
property, plant & equipment
Changes to other provigions
Project expenditure written off

Changes in assets and Labilities:
Other current assets
Accounts pavable

Net cash flows fromf{used in}
operating activities

o~
(4]
ot

Financing Arrangements

The entities in the consolidated entity have no standby arrangements or credit facilities m place.

{dy Non-Cash Financing and Investing Activities

During the financial yvearn:

Consolidated Kingstream Steel Limited

2661 2004 20 2000

5300 $ o0 $° 080 5300
43 259 43 259
43 259 43 259
(63,917 (8,195) (57,146) {8,180}
323 1,450 323 1,450
65 80 54 66
- - 4 -

48 48

653 - 628 -
12 2z 12 22
60,988 276 52,287 270
(10} T3 (10} 160
2,845 1,905 2,845 1,903
(938 (4,368) (950 {4,367)

(i) the consolidated entity issned 15284650 ordinary fully paid shares for gervices rendered andfor to be rendered in respect
of the operating activities and the Midwest lron & Steel Project. The deemed consideration for the services was

$1,179,208.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
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2% FINANCIAL INSTRUMENTS

{#) Terms, condittons and accounting policies

The consolidated entity’s accounting policies, including the terms and conditions of each class of financial asset, financial lability
and equity instriument, both recopniged and wnrecognised at the balance date, are as follows:

Recognised Financial

[pstraments Notes

(i} Financiol Asset
Cash

Receivables - trade

Receivables-related 24

parfies/entities

Short term deposiis )

(i} Finuncial Liahilities
Trade craditors & acceruals i2

Accounts payable - related
parfies/ontities

12,24

(iii) Eguity
Ordinary shares

{b) Interest rate risk exposure

Accounting Policies

Cash on hand and in banks and short term
deposits are stated at the lower of cost and net
realisable value.

Teade receivables are carried at nominal
amounts due less any provision for doubtful
debts. A provision for doubtful debts is
recognised when collection of the full nominal
amount i no longer payable.

Amounts receivable from related parties/entities
are cartted at nominal amounts due.

Short term deposits are stated ar the lower of
cost and net reakisable value. lnterest is
recognised in the profit and loss when earned.

Liabilities are recopnised for amounts to be paid
in the future for poods and services teeeived,
whether or not billed to the consolidated entity.

Amounts owing to related parties are carried at

the principal amount.

Ordinary share capital i3 recognised at the value
of the amount received.

Terms and Conditions

Normal terms apply.

Credir sales are normally on 30
day terms.

Normal credit terms applicable.

Details are set out in Note 24,

Short teern deposits have varying
maturity dates and effective
interest rates.

Trade Habilities are normally
settled on 30 day terms.

Normal trade terins apply.

Details are set out in note 24

Details of shares issued are set
out in note B4,

The consolidated entity’s exposure to inferest rate risks and the effective interest rates of financial assets and financial Habilites,
both recognised and unrecognised at the balance date, are as follows:

2081
Fixed interest rate mataring in:
Weighted
Floating More Non- average
interest I vear Over 1 to than interest effective
Financial Instrement rate or less 5 years 5 years Bearing Tota interest rate
(i) Financial Asset
Cash at bank 43 - - - - 43 8%
43 - - - - 43
{it) Financial { iabilities
Other creditors & accruals - - - - 6,797 6,797 NIA
Accounts payable - related
parties/entities - - - - 919 919 N/A
Total financial labilities - - - - 7,716 7. 1a
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2060
Fixed interest rate mataring in:
Weighted
Floating More Non- average
interest I year Over 1 to than interest effective
Financial Instrement Fate or less 5 years 5 years Bearing Tota interest rate
(i) Financial Asset
Cash at bank 177 - - - - 177 5.63%
Short term deposiis 82 - - - - %2 5.63%
259 - - - - 259
{it) Financial { iabilities
Other creditors & accruals - - - - 3221 3,221 NiA
Accounts payable - related
parties/entities - - - - 585 585 NiA
Total financial labilities - - - - 3,506 3,406

N/A © Not applicable for non-interest bearing financial instruments.

{¢) Net fair values of financial assets and fiabilities
The apgregate net fair values of recognised financial assets and financial labilities, at the balance date, are as follows:

Total carrying amount as Aggrepate net fair value
per the balance sheet

2081 2000 280t 2000
$'0a0 $000 $7000 $' 600
Financial asset
Cash at bank 43 P77 43 P77
Short term deposiis - 52 - 82
43 259 43 2159
Financial Habilities
Trade craditors & accruals 6,797 3221 6,797 3,221
Accounis payable - related parties/entities 919 585 919 588
Total financial lfabilities 1716 3,806 7,716 3,806

(i} The following methods and assumptions are used to determine the nef fuiv values of financial axsets and Habilities
Recognised financial instrements

Trade payvables: The carrying amount approximates fair value.

Cash and cash equivalenis: The carrying amount approximates fair value because of their short term o maturity.

{d) Credit risk exposures

The consolidated entity’s maximun exposure to credit risk at balance date in relation to cach clags of recognised financial asset i

the carrying amount, net of any provision for doubtful debts, of those assets ag indicated n the balance sheet.

{e) Concentration of credit risk

The consolidated entity is not materially exposed to any individual overseas country ot individual cugtomer.

29
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28. SUBSEQUENT EVENTS

Since the end of the financial year under review and the date of this report, there have arisen the following events that are likely, n
the opinion of the directors of the Company, to significantly affect the operations of the consolidated entity, in subsequent financial
YEars:

(@

(&

On 14 March 2002, the creditors of the company passed a resolution to allow the company to enter info a Deed of Company
Arrangement ("DOCA™). The DOCA was executed on 3 April 2002 and contained a provision for the Administrators to seck
proposals in relation to the company and, if desired, for the company or the Administrators fo enter imto a Trust Deed.

In Aprit 2002, the Company entered into an agreement with Mount Gibson Mining Ltd (“"MGM™), a subsidiary of Mount
Gibson [ron Lid {“*MGI™), for the sale of its Mining Leases, an Exploration Lease, General Paepose Leases and MisceHaneous
Licences covering the Tallering Peak Iron Ore Body. That Sale Agreement had to be amended to meorporate a right to mine
in order to resolve a legal issue. That amendment provided for the ownership of the Leases/Licences to remain with the
company and all responsibilittes and entitlements to mine Tallering Peak to be transferred to MGM. The Leases/Licences will
be transferred to MGM under the Minmg Rights & Sale Agreement once the legal impediment hag been resolved.

Following discussions between the Company and representatives from the State Government of Western Australia a mutual
agreement was reached to terminate the fron and Steel (Mid West) Agreement Act 1997 (“State Agreement™). Termination of
the State Agreement factiitated the settlement of the Mining Rights and Sale Agreement for Tallering Peak.

Settlernent of the Mining Rights & Sale Apreement took place on | August 2002, Total consideration of $4.53M 15 payable
consisting of $1.405M in cash, $IM of MGI shares held in escrow for @ months and a $2.123M Converting Note with a Pur
and Call Option attaching thereto. The terms of the agreement were approved by the Company's Committee of Creditors on |
August 2002,

The Administrators have realised most of the company’s property, plant and equipment through private sale, public tenders
and public auctions. Proceeds from the sale of several properties were paid to the secured ereditor, Tippen Pty Lid, to partially
reduce its outstanding debt.

The Administrators, with the approval of the Committee of Creditors, have finalised a reconstruction proposal with
Koolanooka Pellets Pry Ltd {“KPPL™). The KPPL reconstruction proposal was formalised into a conditional Reconstruction
Dreed and executed on | November 2002, An announcement was subsequently lodged at the Auvstralian Stock Exchange
{IHASX”).

The Reconstruction Deed contermplates the consolidation of the Company's sharce capital, 2 capital raiging {being a combination
of a rights issue, placements and a public offer}, payment of cash and the issue of debt capitalisation shares for the benefir of
ereditors under the DOCA and Trust Deed, the issue of shares to KPPL, the lifting of the company’s ASX trading suspension
and the termination of the DOCA and coming into effect of a Trust Deed for the benefit of creditors. A meeting of shareholders
will be convened on or before 31 January 2003 o ratify the relevant actions contemnplated in the Reconstruction Deed.



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
DIRECTOR’S DECLARATION

in accordance with a resolution of the directors of Kingstream Steel Limited, 1 state that:

(1) In the opinion of the directors, given the significant events deseribed in the Directors Report the directors are umable to express
an opinion whether!

(a) the fmancial statements and notes of the company and of the congolidated entity are in accordance with the Corporations
Act 2001, mcluding:

(1) giving a true and fair view of the company's and consolidated entity’s financial position as at 31 December 2001 and of
their performance for the vear ended on that date; and

(i} complying with Accounting Standards and Corporations Regulations 20015 and

(B there are reasonable grounds to believe that the company will be able to pay s debts ag and when they become due and
pavable.

On behalf of the Board

Nikolais Zuks
Director

Perth, |7 February 2003

Lk
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To the members of Kingstream Steel Limited {Subject to Deed of Company Arrangement)

Scope

We have audited the financial report of Kingstream Steel Limited (Subject to Deed of Company
Arrangement} for the financial year ended 3! December 2001, as set out on pages 9 to 31, including the
Directors” Declaratton. The financial report includes the financial statements of Kingstream Steel Limited
(Subject to Deed of Company Arrangement}, and the consolidated financial statements of the consolidated
entity comprising the Company and the entities it controlled at vear’s end or from time to time during the
financial year. The Directors are responsible for the financial report. We have conducted an independent
audit of the financial report in order to express an opinion on it to the members of the Compasny.

Our audit has been conducted in accordance with Australian Auditing Standards to provide reasonable
assurance whether the financial report is free of material misstatement. Our procedures included
examination, on a test basis, of evidence supporting the amounts and other disclosures in the financial
report, and the evaluation of accounting policies and significant accounting estimates. These procedures
have been undertaken to form an opinion whether, in all material respects, the financial report is presented
fairly in accordance with Accounting Standards, other mandatory professional reporting requirements and
statutory requirements in Australia, so as to present a view which is consistent with our understanding of
the Company’s and the consclidated entity’s financial position and performance as represented by the
results of their operations and their cash flows.

The audit opinion expressed in this report has been formed on the above basis.

Qualifications

As referred to in Note | (a) the Company and the consolidated entity incurred a loss of $57.146 millien and
$65.917 million respectively for the financial year ended 31 December 2001 and subsequent to balance
date, have confinued to generate a loss. At 31 December 2001, both the Company and the consolidated
entity were also in a net current asset deficiency.

On 27 November 2001, the Company and wholly owned subsidiaries Kingstream Pty Limited and Burda
Pty Limited were placed into Voluntary Administration. A proposal to enter the Company and a wholly
owned subsidiary Kingstream Pty Limited into a Deed of Company Arrangement was approved at a
meeting of creditors on 14 March 2602. Hurda Pty Limited was placed into liquidation on the same date.
On 3 April 2002 the Deed of Company Arrangement was executed and Kingstream Steel Limited and
Kingstream Pty Limited previously subject to Voluntary Administration became subject 1o a Deed of
Company Arrangement.

The Committee of Creditors approved a restructuring plan for Kingstream Steel Limited and Kingstream
Pty Limited and a conditional Reconstruction Deed was executed on 1 November 2002, details of which are
included in Note 28(f).

The Reconstruction Deed contemplates a number of events including a capital raising.

The assets of both the Company and the consclidated entity have been recorded at their estimated net
realisable value. Liabilities have been recognised in the financial report at full value.
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As a result of the above:

Due to the uncertainty at this time relating to the success of the Reconstruction Deed, we are unable
te obtain sufficient audit evidence to satisty curselves as to the carrying value of the assets.

The amount of the labilities to be settled, by the exchange of debt for equity, and therefore the
amount of the liabilities to be released by creditors, is dependent on the outcome of assessments of
validity of creditor ciaims and the implementation of the Reconstruction Deed. The quantification
of provisions for rehabilitation and other liabilities may alse be dependent on the timing and
methed of divesture of assets. Therefore, we are unable to obtain sufficient audit evidence to
satisfy curselves as to the amount of liabilities as disclosed in notes 12 and 13.

Ia addition to, and as a result of, the uncertainties detailed in the qualification paragraphs above, we
are unable fo satisfy ourselves as to whether the Company and the consolidated entity will be able
to pay their debts as and when they become due and payable. The financial report may not include
all adjustments relating to the recoverability and classification of recorded asset amounts or to the
amounts and classification of liabilities that might be necessary.

These constitute limitations on the scope of our audit.

Qualified Audit Opinion

Due to the significance of the uncertainties referred to in the qualification paragraphs (1) to (3} above, we
are unable to, and do not, express an opinion as to whether the financial report of Kingstream Steel Limited
{Subject to Deed of Company Arrangement) is in accordance with:

(a)

(b)

the Corporations Act 2001 including:

(1) giving a true and fair view of the company’s and consolidated entity’s financial position as
at 31 December 2001 and of their performance for the yvear ended on that date; and

(i1} complying with Accounting Standards in Australia and the Corporations Regulations 2001,
and

other mandatory professional reporting requirements ia Australia.

w*m

Ernst & Young

G H Meyerowitz

Partner
Perth
Date:

18 February 2603
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