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_iLodestone Exploration Limited (LOD)

Probing Beneath the Cover February 2003

Lodestone Exploration is raising $2.5M in an IPO to further advance
exploration on the Mount Morgan Project Area. The nearby Mount
Morgan mine produced over 9.4M oz of gold in its life and Lodestone
and BHP Billion are targeting recently identified anomalies under

cover to the South East of the mine, in the hunt for a replica.

Key Issue Data

Equity Capital Price Number Mkt Cap
Existing Shares $0.20 18.4M $3.68M
Shares on Offer $0.20 12.5M $2.50M
Post Listing Shares on Issue $0.20 30.9M $6.18M
Existing Options (ex @ $0.30) 0.9M Materials
Options On Offer (7 Dec 04 ex @ $0.20 ) 6.25M
Post Listing Options 7.15M Metals and Mining
Offer Timetable Australia
Offer Opens 10th February 2003
Offer Closes 5th March 2003
Expected ASX Listing 14th March 2003 ASX Code
Source: ABN AMRO Morgans LOD

The Mount Morgan gold deposit was discovered in 1882 and has
proven to be one of Australia's richest deposits yielding over 9M ounces of
gold and 360,000 t of copper. While the nature of the deposit (VHMS)
suggests strong potential for similar deposits locally, exploration has been
constrained by the cover overlying the target rock formations.

Lodfeb03

Lodestone was formed to investigate the potential for "blind"
deposits in the area around Mount Morgan. Lodestone acquired a 600km
package of tenements south east of the old mine and following several
geophysical survey programmes which identified numerous interesting
anomalies a joint venture with BHP Biiliton was entered into.

The funds raised will be utilised in drilling the priority targets and,
depending on the level of success, undertaking further geophysical testwork
on the tenements. About 66% of the funds raised will be spent directly on
exploration.

Investment in Lodestone should be regarded as speculative with a
high risk, high return investment profile. Share Price Performance will be
determined by exploration success over the next two years. We like the
project's prospectivity and simplicity and believe the project team has the
focus and skills to get the best possible outcome.

This report should be read in conjunction with the Prospectus and is not intended to provide full information. Applications can only ABN AMRO Morgans Limited
(A.B.N. 49 010 669 726)

be made on the Application form attached to the Prospectus.

A Member of Australian Stock

Email: info@abnamromorgans.com.au o
Exchange Limited

ABN AMRO Morgans Online: www.abnamromorgans.com.au



Key Points

Investment Logic

Lodestone Exploration represents a focussed exploration play on the potential for the
Mount Morgan area to yield another significant ore-body, specifically using modern
geophysical techniques to unlock this potential. Work to date has defined a number of
anomalies and targets and the current raising will enable Lodestone to test several of
these as well as undertake further geophysical surveys to identify other targets. While
investment in Lodestone should be regarded as Speculative, we like the prospectivity
and the simplicity of this project and the potential for early success from drilling.

Lodestone Background

Lodestone was formed in 1996 with the aim of re-evaluating the potential of the
Mount Morgan area to host a similar deposit to the one which liberated over 9 million
ounces of gold. The Mount Morgan deposit has been classified as a Volcanogenic
Hosted Massive Sulphide (VHMS) deposit. This type of deposit is known globally with
examples being in Tasmania (Mt. Lyell, Roseberry, Hellyer) and Canada ( Noranda,
Horn). The critical point is that the deposits are not normally formed in isolation but
more commonly in clusters or groups. Given that much of the area to the south east
of the Mount Morgan deposit is under cover, previous exploration has been hampered.
The recent advances in geophysical technology to look beneath this cover now provide
the opportunity to locate potential copycat type deposits.

Mount Morgan?

The Mount Morgan deposit is located around 40km south west of Rockhampton and as
such is in close proximity to extensive infrastructure and is in a favourable political
environment. Lodestone's tenements cover an area of some 600 square km with the
northern most boundary only 3km south of the Mount Morgan mine. While the area
has been previously explored by groups such as Geopeko, RGC Exploration and BHP,
in the mid to late 1980's Lodestones Peter Fox subsequently determined the extent of
the target geological formations over 25 km to the south east of the mine. The
matching up of this information and the availability of more sensitive geophysical
tools has been the impetus for a renewed exploration drive.

Current Status and Work Programme

In 1998 under the terms of the joint venture covering the Lodestone's tenements,
BHP carried out an airborne electromagnetic survey over 358 line kilometres in the
tenements. The survey covered areas of the targeted prospective sequence that was
both exposed and under cover. This survey highlighted nine anomalies. In 2000 a
further airborne electro-magnetic survey utilising the Tempest system was flown by
Lodestone generating further anomalies. A subsequent review of data by Lodestone
and BHP Billion personnel has ranked the targets. The current capital raising is aimed
at raising funds to not only test several of the high priority targets by drilling, but also
to carry out additional geophysical and geochemical exploration.
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LODESTONE EXPLORATION LIMITED
MOUNT MORGAN PROJECT

MAIN ELEMENTS

BHP Billiton Agreement

BHP Billiton and Lodestone have been reviewing at the project since 1998 and in 2002
entered into an agreement whereby BHP Billiton can move from 0% ownership to
70% ownership of the project upon spending $8M on exploration or completing a
Bankable Feasibility Study and delineating an orebody of gross value of at least
$750M. (please see the prospectus for details).

Board and Management

Lodestone is chaired by John Shaw (former MD of Kidston Gold Mines and currently a
director of Kingsgate Consolidated, Aurion Gold, Delta Gold and Chairman of
Zimbabwe Platinum). Other Directors have a wide range of mining and finance skills
and include Martin Ackland, Patrick Sankey, John McCawley and Greg Baynton. The
General Manager of Lodestone is Mark Dugmore who has over 18 years in the
exploration industry most recently as Manager Global Base Metals at BHP Minerals.
Peter Fox a noted Canadian geologist with wide experience in managing and
evaluating exploration projects and who has particular experience in VHMS deposits is
Chief Geologist and a consult to Lodestone.
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DISCLAIMER

THIS DOCUMENT HAS BEEN PREPARED BY ITS AUTHORS WITHOUT CONSULTATION WITH LODESTONE
EXPLORATION LIMITED. ALL OPINIONS AND PROJECTIONS EXPRESSED IN THIS DOCUMENT ARE GIVEN AS OF
THIS DATE AND ARE SUBJECT TO CHANGE WITHOUT NOTICE. ABN AMRO MORGANS LTD HAS NO OBLIGATION
TO NOTIFY ANY PERSON IF AN OPINION CHANGES. ABN AMRO MORGANS LTD AND ONE OR MORE OF ITS
AFFILIATES MAY PERFORM FINANCIAL, UNDERWRITING OR ADVISORY SERVICES FOR THE COMPANY OR MAY
HAVE OTHER INTERESTS IN OR RELATIONSHIPS WITH THE COMPANY, AND ABN AMRO MORGANS LTD MAY DEAL
IN, HOLD OR ACT AS MARKET MAKER, ADVISER, BROKER OR INVESTMENT BANKER IN RELATION TO THE
SECURITIES OR THE ENTITIES MENTIONED IN THIS REPORT AND RECEIVE FEES IN SUCH CAPACITIES.

ABN AMRO MORGANS LTD HAS NOT INDEPENDENTLY VERIFIED ALL THE INFORMATION GIVEN IN THIS
DOCUMENT. ACCORDINGLY, NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, IS MADE AS TO THE
ACCURACY, COMPLETENESS OR FAIRNESS OF THE INFORMATION AND OPINIONS CONTAINED IN THIS
DOCUMENT. TO THE FULLEST EXTENT PERMITTED BY LAW, ABN AMRO MORGANS LTD, THE COMPANY, OR ANY
OF THEIR AFFILIATES OR RELATED BODIES CORPORATE, OR ANY OF THEIR RESPECTIVE OFFICERS, DIRECTORS,
EMPLOYEES OR AGENTS OR ANY OTHER PERSON, ACCEPTS ANY LIABILITY WHATSOEVER (INCLUDING FOR
NEGLIGENCE) FOR ANY LOSS HOWSOEVER ARISING FROM ANY USE OF THIS DOCUMENT OR ITS CONTENTS OR
OTHERWISE ARISING IN CONNECTION THEREWITH. ABN AMRO MORGANS LTD AND/OR OTHER PERSONS
CONNECTED WITH IT MAY HAVE ACTED UPON OR USED THE INFORMATION HEREIN CONTAINED, OR THE
RESEARCH OR ANALYSIS ON WHICH IT IS BASED, BEFORE ITS PUBLICATION.

NO ACTION SHOULD BE TAKEN ON THE BASIS OF OR IN RELIANCE ON THIS DOCUMENT. IN PREPARING THE
INFORMATION IN THIS DOCUMENT ABN AMRO MORGANS LTD DID NOT TAKE INTO CONSIDERATION THE
INVESTMENT OBJECTIVES, FINANCIAL SITUATION OR PARTICULAR NEEDS OF ANY PARTICULAR INVESTOR.
BEFORE MAKING AN INVESTMENT DECISION, A PROSPECTIVE INVESTOR MUST CONSIDER ITS PARTICULAR
INVESTMENT NEEDS, OBJECTIVES AND FINANCIAL CIRCUMSTANCES, AND MAY NEED TO SEEK FINANCIAL
ADVICE.

THIS DOCUMENT IS BEING SUPPLIED TO YOU SOLELY FOR YOUR INFORMATION. THIS DOCUMENT AND THE
INFORMATION CONTAINED IN IT ARE CONFIDENTIAL AND MAY NOT BE REPRODUCED, REDISTRIBUTED OR
PASSED ON, DIRECTLY OR INDIRECTLY, TO ANY OTHER PERSON OR PUBLISHED, IN WHOLE OR IN PART, FOR
ANY PURPOSE. NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMITTED INTO THE
UNITED STATES OR DISTRIBUTED, DIRECTLY OR INDIRECTLY, IN THE UNITED STATES. THE DISTRIBUTION OF
THIS DOCUMENT IN OTHER JURISDICTIONS MAY BE RESTRICTED BY LAW, AND PERSONS INTO WHOSE
POSSESSION THIS DOCUMENT COMES SHOULD INFORM THEMSELVES ABOUT, AND OBSERVE, ANY SUCH
RESTRICTIONS.

THIS DOCUMENT DOES NOT CONSTITUTE OR FORM PART OF AN OFFER OR INVITATION TO SUBSCRIBE FOR OR
PURCHASE OR SOLICITATION OF ANY OFFER TO SUBSCRIBE FOR OR PURCHASE ANY SECURITIES, AND NEITHER
THIS DOCUMENT NOR ANYTHING CONTAINED HEREIN SHALL FORM THE BASIS OF OR BE RELIED UPON IN
CONNECTION WITH ANY CONTRACT OR COMMITMENT WHATSOEVER. ANY DECISION TO PURCHASE OR
SUBSCRIBE FOR SECURITIES IN ANY OFFERING MUST BE MADE SOLELY ON THE BASIS OF THE INFORMATION
CONTAINED IN ANY PROSPECTUS OR OTHER OFFERING CIRCULAR ISSUED IN CONNECTION WITH SUCH
OFFERING.

THE DISTRIBUTION OF THIS DOCUMENT IN OTHER JUSRISDICTIONS MAY BE RESTRICTED BY LAW AND
PERSONS INTO WHOSE POSSESSION THIS DOCUMENT COMES SHOULD INFORM THEMSELVES ABOUT, AND
OBSERVE, ANY SUCH RESTRICTIONS. BY ACCEPTING THIS DOCUMENT YOU AGREE TO BE BOUND BY THE
FOREGOING LIMITATIONS.

DISCLOSURE OF INTEREST
ABN AMRO MORGANS LIMITED IS AN UNDERWRITER TO THE OFFER OF LODESTONE EXPLORATION SHARES AND
WILL EARN FEES FOR THAT ROLE. THE DIRECTORS OF ABN AMRO MORGANS ADVISE THAT THEY AND PERSONS
ASSOCIATED WITH THEM MAY HAVE AN INTEREST IN THE ABOVE SECURITIES AND THAT THEY MAY EARN
BROKERAGE, COMMISSIONS, FEES AND OTHER BENEFITS AND ADVANTAGES, WHETHER PECUNIARY OR NOT
AND WHETHER DIRECT OR INDIRECT, IN CONNECTION WITH THE MAKING OF A RECOMMENDATION OR A
DEALING BY A CLIENT IN THESE SECURITIES, AND WHICH MAY REASONABLY BE EXPECTED TO BE CAPABLE OF
HAVING AN INFLUENCE IN THE MAKING OF ANY RECOMMENDATION, AND THAT SOME OR ALL OF OUR PROPER
AUTHORITY HOLDERS MAY BE REMUNERATED WHOLLY OR PARTLY BY WAY OF COMMISSION.
PRIVACY

PERSONAL INFORMATION HELD BY ABN AMRO MORGANS LTD MAY HAVE BEEN USED TO ENABLE YOU TO
RECEIVE THIS PUBLICATION. IF YOU DO NOT WISH YOUR PERSONAL INFORMATION TO BE USED FOR THIS
PURPOSE IN THE FUTURE PLEASE ADVISE US, INCLUDING YOUR ACCOUNT DETAILS TO YOUR LOCAL ABN AMRO
MORGANS LTD OFFICE OR TO REPLY PAID 525, GPO BOX 202 BRISBANE QLD 4001.

LODESTONE EXPLORATION FEBRUARY 2003 4

F ABN-AMRO Morgans



