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GUNSON RESOURCES LIMITED

ABN 32 090 603 642

Level 2, 33 Richardson Street, West Perth - Western Australia 6005
PO Box 1217 - West Perth - Western Australia 6872

Telephone (08) 9226 3130 - Facsimile (08) 9226 3136

Email: enquiries@gunson.com.au Web: www.gunson.com.au

14" July 2006
Dear Shareholder
EXTRAORDINARY GENERAL MEETING

WEDNESDAY, 16™ AUGUST 2006 at 10.00am WST
Enclosed are a Notice of Extraordinary General Meeting, Explanatory Statement and Proxy Form
for a meeting of shareholders to be held on Wednesday, 16" August, 2006 at 10.00 am (WST) at
the Western Australian Club (Inc), 101 St George's Terrace, Perth, Western Australia (Meeting).
At the Meeting, the Company will seek shareholder approval for:

. past issues of ordinary shares, in order to "renew" its ability to issue ordinary shares in the
future within the 15% limit imposed by the ASX Listing Rules; and

. a possible further issue of up to 15 million ordinary shares.

These approvals are designed to give the Company flexibility to fund its working capital and long
lead capital requirements for the Coburn Project in advance of the major capital raising to fund the
development of the Project. Further details are set out in the enclosed Explanatory Statement.
The resolutions to be put at the Meeting are unanimously supported by your Directors.

If you are unable to attend the meeting, you are encouraged to complete and return the enclosed
Proxy Form. The Proxy Form must be received by us not less than 48 hours before the
commencement of the Meeting, ie. no later than 10.00am WST on Monday, 14™ August 2006.

We look forward to seeing you if you are able to join us at the Meeting.

If you have any queries about the Meeting or about the Company generally please feel free to
contact us on +61 8 9226 3130, or visit our website at www.gunson.com.au.

A copy of a recent London based broker research report on the Company is enclosed for your
information along with an article on the Company from the British mining website, minesite.com.

Yours sincerely

______

W H CUNNINGHAM
CHAIRMAN



GUNSON RESOURCES LIMITED
ABN 32 090 603 642

NOTICE OF GENERAL MEETING

Gunson Resources Limited (Gunson or the Company) gives notice that a general meeting of
members will be held at The Western Australian Club (Inc), 101 St George's Terrace, Perth,
Western Australia on Wednesday, 16™ August 2006 at 10.00am Western Standard Time.

The Explanatory Statement which accompanies and forms part of this Notice describes the matters
to be considered, and terms used in this Notice have the meaning given to them in the Explanatory
Statement.

AGENDA
BUSINESS
1. Approval for past placements of shares
To consider and, if thought fit, pass the following resolution as an ordinary resolution:

"That approval is given for the past issues of a total of 11,515,821 fully paid ordinary
shares in the Company on the terms and to the persons set out in the Explanatory
Statement accompanying this Notice."

Voting Exclusion Statement

Under Rule 14.11 of the Listing Rules of Australian Stock Exchange Limited, the Company will disregard
any votes cast on the resolution in Item 1 by any person who participated in any of the past issues and any
associates of those persons. However, the Company need not disregard a vote if:

. it is cast by a person as proxy for a member who is entitled to vote, in accordance with the
directions on the proxy form; or
o it is cast by the Chairman of the meeting as proxy for a member who is entitled to vote, in

accordance with a direction on the proxy form to vote as the proxy decides and the member who is
entitled to vote has indicated on the proxy appointment form that the Chairman of the meeting may
vote as a proxy in relation to each resolution to which the voting exclusion relates.

2. Approval for possible future placement of shares
To consider and, if thought fit, pass the following resolution as an ordinary resolution:

"That approval is given for the issue of up to 15 million fully paid ordinary shares in the
Company at a price that is at least 90% of the average market price for fully paid ordinary
shares in the Company to the persons and on the terms set out in the Explanatory
Statement accompanying this Notice."
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Voting Exclusion Statement

Under Rule 14.11 of the Listing Rules of Australian Stock Exchange Limited, the Company will disregard
any votes cast on the resolution in Item 2 by any person who may participate in the proposed issue, by any
person who might obtain a benefit (except a benefit solely in the capacity of a holder of ordinary securities)
if the resolution is passed and by any associates of those persons. However, the Company need not
disregard a vote if:

. it is cast by a person as proxy for a member who is entitled to vote, in accordance with the
directions on the proxy form; or
. it is cast by the Chairman of the meeting as proxy for a member who is entitled to vote, in

accordance with a direction on the proxy form to vote as the proxy decides and the member who is
entitled to vote has indicated on the proxy appointment form that the Chairman of the meeting may
vote as a proxy in relation to each resolution to which the voting exclusion relates.

BY ORDER OF THE BOARD

—EGr

R

IAN GREGORY
COMPANY SECRETARY

West Perth
14 July 2006

200882140_14




NOTES

These Notes form part of the Notice of general meeting.
Members entitled to attend and vote

In accordance with the Company's constitution and the Corporations Act, the Directors have set a
time and date for the purpose of determining entitlements of members to attend and vote at the
meeting, which is 5.00pm (WST) on Monday, 14™ August 2006. Transactions registered after that
time will be disregarded in determining entitlements to attend and vote at the meeting.

Appointment of proxies

Each member entitled to vote at the general meeting may appoint a proxy to attend and vote at the
general meeting. A member entitled to cast 2 or more votes may appoint 2 proxies and may
specify the proportion or number of votes each proxy is appointed to exercise. If the member
appoints 2 proxies and the appointment does not specify this proportion, each proxy may exercise
half of the votes.

A proxy need not be a member of the Company and can be an individual or a body corporate.

A body corporate appointed as a member's proxy may appoint a representative to exercise any of
the powers the body may exercise as a proxy at the general meeting. The representative should
bring to the meeting evidence of his or her appointment, including any authority under which the
appointment is signed, unless it has previously been given to the Company.

Voting by proxy

To vote by proxy:

. the signed and completed proxy appointment form (enclosed with this Notice); and

. if the appointment is signed by the appointor's attorney — the authority under which the

appointment was signed (eg a power of attorney) or a certified copy of it,

must be received by the Company at one of the addresses set out below by no later than 10.00am
(WST) on Monday, 14™ August 2006.

Documents received after that time will not be valid for the scheduled meeting.
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By fax: (08) 9226 3136 (International: +(61 8) 9226 3136)
My mail: Gunson Resources Limited, PO Box 1217 West Perth, Western Australia 6872

By delivery: Gunson Resources Limited, Level 2, 33 Richardson Street, West Perth, Western
Australia 6005

Your proxy form is enclosed.

Bodies corporate

A body corporate may appoint an individual as its representative to exercise any of the powers the
body may exercise at meetings of a company's members. The appointment may be a standing one.
Unless the appointment states otherwise, the representative may exercise all of the powers that the
appointing body could exercise at a meeting or in voting on a resolution.

The representative should bring to the meeting evidence of his or her appointment, including any

authority under which the appointment is signed, unless it has previously been given to the
Company.
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GUNSON RESOURCES LIMITED
ABN 32 090 603 642

EXPLANATORY STATEMENT
INTRODUCTION

This Explanatory Statement forms part of the Notice of general meeting and has been prepared to
provide shareholders of Gunson Resources Limited (Company) with information about the items
of business to be considered at the general meeting to be held at The Western Australian Club
(Inc), 101 St George's Terrace, Perth, Western Australia on Wednesday, 16" August 2006 at
10.00am Western Standard Time.

This Explanatory Statement is an important document and should be read carefully and in its
entirety by all shareholders.

ITEM 1 - APPROVAL FOR PAST PLACEMENTS OF SHARES

Under Australian Stock Exchange Limited (ASX) Listing Rule 7.1, the Company can issue up to
15% of its issued equity securities in a 12 month period (subject to certain exceptions) without
shareholder approval.

Item 1 seeks shareholder approval under ASX Listing Rule 7.4 to ratify the past issues of shares in
the Company which are listed below. The effect of the ratification will be that these issues of
shares will not be counted as reducing the number of securities which the Company can issue in
the future without shareholder approval under the 15% limit imposed by ASX Listing Rule 7.1 (ie
the 15% limit is "renewed" to the extent of the ratification).

Over the past 12 months, the Company has made the following issues of shares:

(a) placement of 4,599,153 shares at 35 cents per share to institutions and sophisticated
investor clients of ABN AMRO Morgans Limited, announced to ASX on 15 May 2006;

(b)  placement of 750,000 shares at 32 cents per share to a large European institution,
announced to ASX on 9 February 2006;

(©) placement of a total of 3,000,000 shares at 32 cents per share to sophisticated investor
clients of ABN AMRO Morgans Limited and to F W Holst & Co, announced to ASX on 3
February 2006; and

(d) placement of a total of 3,116,668 shares at 24 cents per share to institutions and
sophisticated investor clients of ABN AMRO Morgans Limited, Wilson HTM and to F W
Holst & Co and a further issue of 50,000 shares at 24 cents per share to Richard Knight as a
fee for arranging the placement of 1,250,001 of the placement shares, announced to ASX
on 22 November 2005.

All of the shares issued pursuant to the placements listed above were fully paid ordinary shares
which ranked equally with all other existing fully paid ordinary shares in the Company from their
date of issue. None of the allottees of the placements was a related party of the Company within
the meaning of the Corporations Act 2001 (Cth) and the ASX Listing Rules.

200882140_14



The funds raised from the placements listed above have been and will be used for:
(a) further advancement of the Coburn Mineral Sand Project;

(b) funding drilling at the Mount Gunson Copper Project; and

(c) general working capital purposes.

The directors of the Company (Directors) believe that the resolution in item 1 is in the best
interests of the Company and its shareholders and unanimously recommend that shareholders vote
in favour ofit.

ITEM 2 - APPROVAL FOR POSSIBLE FUTURE PLACEMENT OF SHARES
Background

Item 2 relates to a part of the proposed funding arrangements for the initial phase of the Coburn
Project mine development. The Company is considering a number of possible funding options for
the development of the Coburn Project. The Directors currently anticipate undertaking a major
capital raising in September/October 2006.

Gunson's current focus is on the profitable development of the first phase of Coburn with a
nominal annual production of 30,000 tonnes of zircon. While the Amy Zone deposit at Coburn
potentially enables the doubling of zircon production, this will be further scoped as the second
phase of the Project, after successful implementation of the first phase.

Over the past few months, the Company has made a number of positive advances towards
development of the Coburn Project, including (1) progressing the required environmental
approvals to enable the Project to proceed, (2) negotiating offtake agreements for the remainder of
the Coburn mineral products not already subject to memoranda of understanding (MOUs), (3)
optimising the operational model to improve profitability and (4) firming up tender bids on key
operating and capital components of the Project.

On 24" May 2006, the Company announced that it had received the first and most critical
environmental approval for the proposed mine development at Coburn, being the Western
Australian Environment Minister's approval. The Directors expect that the required approval from
the Commonwealth Environment Minister will be received shortly.

In the period prior to completing a Definitive Feasibility Study for the Coburn Project and
undertaking the major capital raising, Gunson will be seeking to finalise:

e the environmental approvals process, including approval of 15 of its 16 environmental
management plans (EMPs) outlined in the Western Australian Environment Minister’s
Statement of 22™ May 2006. These 15 EMPs must be approved by the Western
Australian Department of Environment before the commencement of construction at
Coburn;

e plans for producing a final ilmenite product at the Coburn minesite;

e plans for treating the non-magnetic mineral products (zircon & HiTi);

200882140_14



o for the remainder of the mine products not already subject to MOUs, offtake agreements
with key customers;

o the selection of key construction and operating contractors;

e the appointment of suitably qualified senior executives to assist in implementing the
Company’s business plan; and

e preparation of an independent technical expert's report in the form usually required by
equity and debt investors considering an investment of this nature.

To assist in funding the Company's working capital requirements and long lead capital items at the
Coburn Project until the main capital raising occurs, Gunson is seeking shareholder approval to
have the ability, if necessary, to make a placement of up to 15 million ordinary shares. This will
be in addition to Gunson's renewed ability to issue up to 15% of its share capital in accordance
with ASX Listing Rule 7.1, pursuant to the Resolution in Item 1.

The proposed placement, if undertaken, would provide additional working capital and would
enable Gunson to continue its work on long lead items, such as detailed engineering design on the
Coburn Project. Normally, this would be done once major funding is in place. However, the
advantages of having funding in place to undertake this work prior to contract award are that
construction time will be shortened and there will be less latitude for contingency in pricing by
suppliers to the Project.

The Company is currently examining several alternatives for the structure of the main capital
raising. Once the final estimated capital costs for the Coburn Project are determined, shareholders
will be provided with further information on these costs and the Company's preferred funding
alternatives.

Directors remain positive about the prospects for the Coburn Project. In order to capture the
upside and create value for Gunson shareholders, the Company intends to fund the Coburn mine
development in an efficient and timely manner. This would include a rights issue to existing
shareholders via a prospectus. For the reasons outlined above, Directors seek your support to
allow the Company to achieve its objectives.

Further information in relation to Item 2 is set out below.
Resolution in Item 2

Item 2 seeks shareholder approval under ASX Listing Rule 7.1 for the issue of up to 15 million
fully paid ordinary shares in the Company at a price that is at least 90% of the average market
price of Gunson's fully paid ordinary shares over the last 5 days on which sales of the Company's
shares are recorded before the day of issue.

The allottees under the placement are proposed to be international and Australian institutions and
sophisticated investors. All of the shares in the placement will be issued on a single occasion no
later than 3 months after the general meeting.
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The shares issued will be fully paid ordinary shares and will rank equally with all other existing
fully paid ordinary shares in the Company from their date of issue.

The Directors believe that the resolution in item 2 is in the best interests of the Company and its
shareholders and unanimously recommend that shareholders vote in favour ofit.

200882140_14



PROXY APPOINTMENT FORM
GUNSON RESOURCES LIMITED

ABN 32 090 603 642

Name and address of member or joint members

Appointment of proxy

I/We, being a member/s of Gunson Resources Limited and entitled to
attend and vote, appoint Name of proxy (please print)

or failing that person or, if no person is named, the Chairman of the meeting to attend, act generally and vote as directed below, or,
if no directions are given, as the proxy or the Chairman sees fit, at the general meeting of the Company to be held on Wednesday,
16" August 2006 at 10.00am (WST) and at any adjournment.

Appointing a second proxy

If appointing a second proxy, state the percentage of your voting rights o
applicable to the proxy appointed by this form. 0

Voting directions to your proxy — please mark to indicate your directions

Business

Item For Against Abstain*
1 Approval for past placements of shares O O O

2 Approval for future placement of shares O O O

* If you mark the Abstain box for a particular item of business, you are directing your proxy not to vote on that item on a show of hands or on a
poll and your shares will not be counted in computing the required majority on a poll.

If you appoint the Chairman of the meeting as your proxy, and you do not direct him how to vote on any of
the items, the Chairman of the meeting will vote in favour of each of those items.

If you appoint the Chairman of the meeting as your proxy and you do not wish to direct the
Chairman how to vote in relation to items 1 and 2, please mark X in the box.

By marking this box, you acknowledge that the Chairman of the meeting may vote as your
proxy even if he has an interest in the outcome of the relevant item and that votes

cast by the Chairman as your proxy in relation to the relevant item will, if the Chairman has an interest in
the outcome, be disregarded.

Signatures of individual member, joint individual member, attorney or company member

Member, Attorney or Joint Member

Sole director and sole company secretary Director Director/Company secretary (delete one)

Contact name Contact daytime telephone Date
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INSTRUCTIONS FOR COMPLETION OF PROXY APPOINTMENT FORM
Your name and address

This is your name and address as it appears on the register of members of the Company. If this information is incorrect, please
make the correction on the Proxy Appointment Form. Members sponsored by a broker should advise their broker of any changes.
Please note that you cannot change ownership of your shares using this Proxy Appointment Form.

Appointment of proxy

If you are entitled to vote at the meeting you have a right to appoint a proxy and should use this Proxy Appointment Form. The
proxy need not be a member of the Company and can be an individual or a body corporate.

If you wish to appoint someone other than the Chairman of the meeting as your proxy, please write the name of that person in the
appropriate box. Members cannot appoint themselves. If you leave the box blank, or your named proxy does not attend the
meeting, the Chairman of the meeting will be your proxy and vote on your behalf.

Your proxy's authority to speak and vote for you at the meeting is suspended if you are present at the meeting.
Voting directions to your proxy

You may direct your proxy how to vote by marking X in 1 of the 3 boxes opposite each item of business. All your votes will be
cast in accordance with your direction, unless you indicate only a portion of votes are to be cast on any item by inserting the
percentage of your voting rights applicable to the proxy appointed by this Proxy Appointment Form in the appropriate box. If you
do not mark any of the boxes relating to the items of business, your proxy will vote as he or she chooses. If you mark more than 1
box relating to the same item of business any vote by your proxy on that item will be invalid.

Appointing a second proxy

If you are entitled to cast 2 or more votes you may appoint 2 proxies and may specify the proportion or number of votes each proxy
is appointed to exercise. If you wish to appoint a second proxy, an additional Proxy Appointment Form may be obtained by
telephoning the Company or you may copy this form. Both Proxy Appointment Forms should be lodged together.

If you appoint 2 proxies and the appointment does not specify the proportion or number of your votes each proxy may exercise,
section 249X of the Corporations Act 2001 (Cth) will take effect so that each proxy may exercise half of the votes (ignoring
fractions).

If you appoint 2 proxies, neither proxy will have a right to vote on a show of hands.

If you appoint another member as your proxy, that person will have only 1 vote on a show of hands and does not have to vote on a
show of hands in accordance with any direction by you.

Signing instructions
This Proxy Appointment Form must be signed and dated by the member or the member's attorney. Any joint member may sign.

If this form is signed by an attorney and you have not previously lodged the power of attorney with the Company for notation,
please attach a certified copy of the power of attorney to this form when you return it.

If the member is a company that has a sole director or a sole director who is also the sole company secretary, this form must be
signed by that person. Otherwise, this form must be signed by 2 directors or 1 director and a company secretary. Please indicate
the office held by signing in the appropriate place.

Privacy

Chapter 2C of the Corporations Act 2001 (Cth) requires information about you (including your name, address and details of the
shares you hold) to be included in the Company's public register of members. This information must continue to be included in the
public register if you cease to hold shares. These statutory obligations are not altered by the Privacy Amendment (Private Sector)
Act 2000 (Cth). Information is collected to administer your shareholding which may not be possible if some or all of the
information is not collected.
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