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Item 1.01 Entry into a Material Definitive Agreement.
Item 3.02 Unregistered Sales of Equity Securities.

On May 4, 2006, Novastar Resources Ltd. (“we” or the “Company”) completed a private placement with
a number of institutional investors, including Magnetar Capital Master Fund, Ltd., clients of Wellington
Management Company, LLP, clients of Highfields Capital Management LP, clients of Cumberland Associates
LLC, SF Capital Partners Ltd., Sunrise Equity Partners, L.P., and several other institutional investors as well as
several accredited individual investors. The aggregate number of Units purchased by all investors (each a
“Subscriber” and collectively, the “Subscribers”) in connection with this private placement was 36,659,837 Units
at a price of $0.425 per Unit, for a total of $15,580,434.20 (the “Offering”). On May 4, 2006, the 200 day moving
average stock price for the Company was $0.44 per share. Each Unit consists of one share of the Company’s
common stock (each, a “Share”) and one-half of one share of common stock purchase warrant (each whole share
purchase warrant, a “Warrant”). Each whole Warrant is non transferable and entitles the holder to purchase one
additional share of common stock (each, a “Warrant Share”) of the Company for a period of 12 months after the
closing date of the Offering at a price per Warrant Share of $0.65.

A list of the Subscribers in the Offering is set forth in Exhibit 99.1 attached hereto.

The Units were sold pursuant to a subscription agreement (the “Subscription Agreement”) between the
Company and each Subscriber in the Offering. The Company also entered into a registration rights letter
agreement (the “Registration Rights Agreement”) with each Subscriber in the Offering. Among other things, the
Registration Rights Agreement requires the Company to file a Registration Statement on Form SB-2 (or if Form
SB-2 is not available, on such other form that is available) with the Securities and Exchange Commission (“SEC”)
simultaneous with the filing of a registration statement on Form S-4 in connection with the proposed merger of the
Company with Thorium Power, Inc., or within 15 days thereafter, to enable the resale of the Shares and the
Warrant Shares by the Subscribers. The Registration Rights Agreement also requires the Company to use
reasonable best efforts to cause the Registration Statement to be declared effective as soon as possible, but in any
event not later than the earlier of (a) the 120th day following the closing date of the Offering referenced in the
Subscription Agreement and (b) the fifth trading day following the date on which the Company is notified by the
SEC that the Registration Statement will not be reviewed or is no longer subject to further review and comments.
The Registration Rights Agreement also requires the Company to use reasonable best efforts to keep the
Registration Statement effective until the earlier of (i) two years from the date of the final exercise of all the
Warrants, (ii) the date on which the Subscriber may sell all Shares and Warrant Shares then held by the
Subscriber pursuant to Rule 144 without restriction as to the number of securities as of a particular date that can
then be immediately sold, or (iii) the public sale of all of the Shares and the Warrant Shares (such period, the
“Effectiveness Period”). If the Registration Statement is not filed within the time frame described above, then the
Company shall issue to each Subscriber cash or additional Units (at the Subscriber’s

 



 
option), as liquidated damages, equal to 2% of the number of Units for which the Subscriber subscribed on each
monthly anniversary of the failure to file (if the failure has not been cured by such date). If the Registration
Statement is not declared effective within the time frame described above, then the Company shall issue to the
Subscriber cash or additional Units (at the Subscriber’s option), as liquidated damages, equal to 2% of the number
of Units for which the Subscriber subscribed on each monthly anniversary of the failure to be declared effective
(if the failure has not been cured by such date). If the Registration Statement ceases to be effective after the date
first declared effective by the SEC and prior to the expiration of the Effectiveness Period, then the Company shall
issue to each Subscriber cash or additional Units (at the Subscriber’s option), as liquidated damages, equal to 2%
of the number of Units for which the Subscriber subscribed on each monthly anniversary of the Registration
Statement ceasing to be effective (if the failure has not been cured by such date). In no event, however, shall the
aggregate amount of cash or number of Units issued as liquidated damages in the case of (a) a failure to file (as
described above), (b) a failure to be declared effective (as described above) or (c) the Registration Statement
ceasing to be effective (as described above), exceed 12% of the amount of cash paid or the number of Units paid
for by the Subscriber.

Each Subscriber in the Offering confirmed in writing that it is an accredited investor and represented its
intention to acquire the securities for investment purposes and not with a view to distribution. The Company did
not use, and no person acting on its behalf used, any form of general solicitation or general advertising in
connection with the Offering. Appropriate legends shall be affixed to the stock certificates to be issued to each
Subscriber. Each Subscriber acknowledged that the sale of the securities was not registered under the Securities
Act of 1933, as amended, and that the securities could not be resold unless the securities were registered or an
exemption from registration was available. As a result of the foregoing, the Company relied on the provisions of
Rule 506 of Regulation D promulgated under the Securities Act of 1933, as amended, for the issuance of the
securities.

THE FOREGOING IS NOT INTENDED TO BE A FULL AND COMPLETE DESCRIPTION OF
THE OFFERING. THE ABOVE DESCRIPTION OF, AMONG OTHER THINGS, THE TERMS OF THE
OFFERING IS QUALIFIED IN ITS ENTIRETY BY THE SUBSCRIPTION AGREEMENT, THE WARRANT
AND THE REGISTRATION RIGHTS AGREEMENT, ALL ATTACHED AS EXHIBITS TO THIS CURRENT
REPORT ON FORM 8-K. 

Item 9.01. Financial Statements and Exhibits.

(a) Financial Statements of Businesses Acquired - None

(b) Pro Forma Financial Information – None

 
 
 



 
 
 
(c) Exhibits:

 

Exhibit No. 

10.1

Description 

Form of Subscription Agreement between Novastar Resources Ltd. and each investor in the
private placement that closed on May 4, 2006.

 10.2 Form of Registration Rights Letter Agreement between Novastar Resources Ltd. and each
investor in the private placement that closed on May 4, 2006.

 10.3 Form of Warrant issued to each investor in connection with the private placement that closed
on May 4, 2006.

 99.1 List of Investors in the private placement that closed on May 4, 2006.

 99.2 Press Release announcing the private placement that closed on May 4, 2006.
 

 
 



 
 

SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this

report to be signed on its behalf by the undersigned hereunto duly authorized.
 

Date: May 8, 2006
 

 Novastar Resources Ltd.
 
 

By:  /s/ Seth Grae                                             
 Seth Grae  
 President and Chief Executive Officer
 
 
 
 
 



THE SECURITIES TO WHICH THIS PRIVATE PLACEMENT SUBSCRIPTION AGREEMENT (THIS
“SUBSCRIPTION AGREEMENT”) RELATES HAVE NOT BEEN REGISTERED WITH THE
SECURITIES AND EXCHANGE COMMISSION OR THE SECURITIES COMMISSION OF ANY
STATE AND WILL BE ISSUED IN RELIANCE UPON AN EXEMPTION FROM REGISTRATION
UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “ SECURITIES ACT”), AND,
ACCORDINGLY, MAY NOT BE OFFERED OR SOLD EXCEPT PURSUANT TO AN EFFECTIVE
REGISTRATION STATEMENT UNDER THE SECURITIES ACT OR PURSUANT TO AN
AVAILABLE EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE
REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND IN ACCORDANCE WITH
APPLICABLE STATE SECURITIES LAWS.

 
CONFIDENTIAL

PRIVATE PLACEMENT SUBSCRIPTION AGREEMENT
(U.S. Accredited Subscribers)

 
TO: Novastar Resources Ltd., a Nevada corporation (the “Company”)

8300 Greensboro Drive, Suite 800, McLean, Virginia 22102
Attention: Seth Grae, Fax No. (202) 318-2502

Purchase of Units

1. Subscription

1.1                         On the basis of the representations and warranties and subject to the terms and conditions set
forth herein, the undersigned (the “Subscriber”) hereby irrevocably subscribes for and agrees to purchase
__________________ units (the “Units”) at a price per Unit of US$0.425 (such subscription and agreement to
purchase being the “Subscription”), for an aggregate purchase price of US$__________________ (the
“Subscription Proceeds”).

1.2                         Each Unit will consist of one common share (each, a “Share”) of the Company’s common
stock, par value US$0.001 per share (the “Common Stock”), and one half of one share of common stock purchase
warrant (each whole share purchase warrant, a “Warrant”). Each whole Warrant shall be non transferable and
shall entitle the holder hereof to purchase one share of Common Stock (each, a “Warrant Share ”), as presently
constituted, for a period of twelve months commencing from the Closing (as defined herein), at a price per
Warrant Share of US$0.65. Certificate(s) representing the Warrants will be in the form attached hereto as Exhibit
A. The Units, Shares, Warrants and the Warrant Shares are collectively referred to as the “Securities”.

1.3                         On the basis of the representations and warranties and subject to the terms and conditions set
forth herein, the Company hereby irrevocably agrees to sell the Units to the Subscriber.

1.4                         Subject to the terms hereof, the Subscription will be effective upon its acceptance by the
Company. The Subscriber acknowledges that the offering of Units contemplated hereby (the “Offering”) is not
subject to any minimum aggregate subscription level.

2. Payment

2.1                         The Subscription Proceeds must accompany this Subscription and shall be paid by certified
check or bank draft drawn on a major bank in the United States reasonably acceptable to the Company and made
payable and delivered to the Company. Alternatively, the Subscription Proceeds may be wired to the Company
pursuant to wiring instructions that will be provided to the Subscriber upon request. Notwithstanding the
foregoing, the Subscription Proceeds may be delivered in any manner and at such times as is mutually agreed to
by the Company and the Subscriber.

 
 



 
 
2.2                         The Subscriber acknowledges and agrees that this Subscription Agreement, the Subscription
Proceeds and any other documents delivered in connection herewith will be held on behalf of the Company. In
the event that this Subscription Agreement is not accepted by the Company for whatever reason, which the
Company expressly reserves the right to do, within 30 days of the delivery of an executed Subscription
Agreement by the Subscriber, this Subscription Agreement, the Subscription Proceeds (without interest thereon)
and any other documents delivered in connection herewith will be returned to the Subscriber at the address of the
Subscriber as set forth in this Subscription Agreement.

2.3                         Where the Subscription Proceeds are paid to the Company, the Company is entitled to treat
such Subscription Proceeds as an interest-free loan to the Company until such time as the Subscription is accepted
and the certificates representing the Securities have been issued to the Subscriber.

3. Documents Required from Subscriber

3.1 The Subscriber must complete, sign and return to the Company:

 (a) an executed copy of this Subscription Agreement; and

 (b) a Prospective Investor Suitability Questionnaire in the form attached as Exhibit B hereto (the
“Questionnaire”).

3.2                         The Subscriber shall complete, sign and return to the Company as soon as possible, on request
by the Company, any documents, questionnaires, notices and undertakings as may be required by regulatory
authorities and applicable law.

4. Closing

4.1                         Closing of the offering of the Units (the “Closing”) shall occur on or before the date set forth
on the signature page hereof or on such other date as may be determined by the Company (the “Closing Date”).

4.2                         The Company may, at its discretion, elect to close the Offering in one or more closings, in
which event the Company may agree with one or more subscribers (including the Subscriber hereunder) to
complete delivery of the Units to such subscriber(s) against payment therefor at any time on or prior to the
Closing Date.

5. Acknowledgements of Subscriber

5.1 The Subscriber acknowledges and agrees that:

 (a) the Company has not undertaken, and will have no obligation, to register any of the Securities
under the Securities Act, other than as set forth in the registration rights letter agreement of
even date herewith;

 (b) by completing the Questionnaire, the Subscriber is representing and warranting that the
Subscriber is an accredited investor (for purposes of this Subscription Agreement as that term
is defined in Regulation D under the Securities Act);

 (c) the decision to execute this Subscription Agreement and acquire the Securities hereunder has
not been based upon any oral or written representation as to fact or otherwise made by or on
behalf of the Company, and such decision is based entirely upon a review of information (the
receipt of which is hereby acknowledged) that has been filed by the Company with the United
States Securities and Exchange Commission and in compliance, or intended compliance, with
applicable securities legislation (collectively, the “Public Record”);

 (d) any business plan presented by the Company to the Subscriber may not be achieved or be
achievable;
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 (e) no securities commission or similar regulatory authority has reviewed or passed on the merits

of the Securities;

 (f) there is no government or other insurance covering the Securities;

 (g) there are risks associated with an investment in the Securities, as more fully described in
certain information forming part of the Public Record;

 (h) the Subscriber and the Subscriber’s advisor(s) have had a reasonable opportunity to ask
questions of and receive answers from the Company in connection with the distribution of the
Securities hereunder and to obtain additional information, to the extent possessed or obtainable
without unreasonable effort or expense, necessary to verify the accuracy of the information
about the Company;

 (i) the books and records of the Company were available upon reasonable notice for inspection,
subject to certain confidentiality restrictions, by the Subscriber during reasonable business
hours at its principal place of business, and all documents, records and books in connection
with the distribution of the Securities hereunder have been made available for inspection by the
Subscriber, the Subscriber’s counsel and/or advisor(s);

 (j) the Subscriber will indemnify and hold harmless the Company and, where applicable, its
directors, officers, employees, agents, advisors and shareholders from and against any and all
loss, liability, claim, damage and expense whatsoever (including, without limitation, any and all
fees, costs and expenses whatsoever reasonably incurred in investigating, preparing or
defending against any claim, lawsuit, administrative proceeding or investigation whether
commenced or threatened) arising out of or based upon any representation or warranty of the
Subscriber contained herein, in the Questionnaire or in any document furnished by the
Subscriber to the Company in connection herewith being untrue in any material respect or any
breach or failure by the Subscriber to comply with any covenant or agreement made by the
Subscriber to the Company in connection herewith or therewith;

 (k) the Company will refuse to register any transfer of the Securities not made pursuant to an
effective registration statement under the Securities Act or pursuant to an available exemption
from the registration requirements of the Securities Act;

 (l) the Subscriber has been advised to consult the Subscriber’s own legal, tax and other advisors
with respect to the merits and risks of an investment in the Securities and with respect to
applicable resale restrictions, and it is solely responsible (and the Company is not in any way
responsible) for compliance with:

 (i) any applicable laws of the jurisdiction in which the Subscriber is resident in
connection with the distribution of the Securities hereunder; and

 (ii) applicable resale restrictions; and

 (m) this Subscription Agreement is not enforceable by the Subscriber unless it has been accepted
by the Company.

6. Representations, Warranties and Covenants of the Subscriber

6.1 The Subscriber hereby represents and warrants to and covenants with the Company that:

 (a) the Subscriber has the legal capacity and competence to enter into and execute this
Subscription Agreement and to take all actions required pursuant hereto and, if the Subscriber
is a corporation, is duly incorporated and validly subsisting under the laws of its jurisdiction of
incorporation and
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all necessary approvals by its directors, shareholders and others have been obtained to authorize
execution and performance of this Subscription Agreement on behalf of the Subscriber;

 (b) the entering into of this Subscription Agreement and the transactions contemplated hereby do
not result in the violation of any of the terms and provisions of any law applicable to, or the
organizational documents of, the Subscriber or of any agreement, written or oral, to which the
Subscriber may be a party or by which the Subscriber is or may be bound;

 (c) the Subscriber has duly executed and delivered this Subscription Agreement, and it constitutes
a valid and binding agreement of the Subscriber enforceable against the Subscriber;

 (d) the Subscriber has the requisite knowledge and experience in financial and business matters as
to be capable of evaluating the merits and risks of the investment in the Securities and the
Company, and the Subscriber is providing evidence of such knowledge and experience in these
matters through the information requested in the Questionnaire;

 (e) all information contained in the Questionnaire is complete and accurate and may be relied upon
by the Company;

 (f) the Subscriber is resident in the jurisdiction set out under the heading “Name and Address of
Subscriber” on the signature page of this Subscription Agreement;

 (g) subject to an effective registration statement, the Subscriber is acquiring the Securities as
principal for the Subscriber’s own account (except for the circumstances outlined in Section
6.1(j)), for investment purposes only, and not with a view to, or for, resale, distribution or
fractionalization thereof, in whole or in part, and no other person has a direct or indirect
beneficial interest in such Securities;

 (h) the Subscriber is not an underwriter of, or dealer in, the shares of common stock of the
Company, nor is the Subscriber participating, pursuant to a contractual agreement or otherwise,
in the distribution of the Securities;

 (i) if the Subscriber is acquiring the Securities as a fiduciary or agent for one or more investor
accounts:

 (i) the Subscriber has sole investment discretion with respect to each such account and it
has full power to make the foregoing acknowledgements, representations and
agreements on behalf of such account; and

 (ii) the investor accounts for which the Subscriber acts as a fiduciary or agent satisfy the
definition of an accredited investor;

 (j) the Subscriber has not acquired the Securities as a result of, and will not itself engage in, any
directed selling efforts in the United States in respect of any of the Securities that would
include any activities undertaken for the purpose, or that could reasonably be expected to have
the effect, of conditioning the market in the United States for the resale of any of the Securities;
provided, however, that the Subscriber may sell or otherwise dispose of any of the Securities
pursuant to registration of any of the Securities pursuant to the Securities Act and any
applicable state securities laws or under an exemption from such registration requirements and
as otherwise provided herein;

 (k) the Subscriber is not aware of any advertisement of any of the Securities; and

 (l) no person has made to the Subscriber any written or oral representations:
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 (i) that any person will resell or repurchase any of the Securities;

 (ii) that any person will refund the purchase price of any of the Securities; or

 (iii) as to the future price or value of any of the Securities.

7. Additional Representations, Warranties and Covenants of the Company

7.1 The Company hereby represents and warrants to and covenants with the Subscriber that:

 (a) all written representations and warranties, or statements of material fact, contained herein, in
the Public Record or in any other document or written statement provided to the Subscriber by
the Company are true and complete as of the signing of this Subscription Agreement and as of
the Closing; and

 (b) the Company will indemnify and hold harmless the Subscriber and, where applicable, its
directors, officers, employees, agents, advisors and shareholders from and against any and all
loss, liability, claim, damage and expense whatsoever (including, without limitation, any and all
fees, costs and expenses whatsoever reasonably incurred in investigating, preparing or
defending against any claim, lawsuit, administrative proceeding or investigation whether
commenced or threatened) arising out of or based upon any written representation or warranty
of the Company contained herein or in the Public Record, or in any document or written
statement furnished by the Company to the Subscriber in connection herewith being untrue in
any material respect or any breach or failure by the Company to comply with any covenant or
agreement herein made by the Company to the Subscriber in connection herewith or therewith;

8. Acknowledgement and Waiver

8.1                         The Subscriber has acknowledged that the decision to purchase the Securities was solely made
on the basis of publicly available information contained in the Public Record. The Subscriber hereby waives, to
the fullest extent permitted by law, any rights of withdrawal, rescission or compensation for damages to which the
Subscriber might be entitled in connection with the distribution of any of the Securities.

9. Legending of Securities

9.1                         The Subscriber hereby acknowledges that, upon the issuance thereof, and until such time as the
same is no longer required under the applicable securities laws and regulations, the certificates representing any of
the Securities will bear a legend in substantially the following form:

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED
WITH THE SECURITIES AND EXCHANGE COMMISSION OR THE SECURITIES COMMISSION
OF ANY STATE AND HAVE BEEN ISSUED IN RELIANCE UPON AN EXEMPTION FROM
REGISTRATION UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES
ACT”), AND, ACCORDINGLY, MAY NOT BE OFFERED OR SOLD EXCEPT PURSUANT TO AN
EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES ACT OR PURSUANT TO
AN AVAILABLE EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE
REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND IN ACCORDANCE WITH
APPLICABLE STATE SECURITIES LAWS.

9.2                         The Subscriber hereby acknowledges and agrees to the Company making a notation on its
records or giving instructions to the registrar and transfer agent of the Company in order to implement the
restrictions on transfer set forth and described in this Subscription Agreement.
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10. Costs

10.1                       The Subscriber acknowledges and agrees that all costs and expenses incurred by the Subscriber
(including, without limitation, any fees and disbursements of any special counsel retained by the Subscriber)
relating to the purchase of the Securities shall be borne by the Subscriber.

11. Governing Law

11.1                       This Subscription Agreement is governed by the laws of the State of Nevada. The Subscriber,
in its personal or corporate capacity and, if applicable, on behalf of each beneficial purchaser for whom it is
acting, irrevocably attorns to the jurisdiction of the courts of the State of Nevada.

12. Survival

12.1                       This Subscription Agreement, including, without limitation, the representations, warranties and
covenants contained herein, shall survive and continue in full force and effect and be binding upon the parties
hereto notwithstanding the completion of the purchase of the Securities by the Subscriber pursuant hereto.

13. Assignment

13.1 This Subscription Agreement is not transferable or assignable.

14. Severability

14.1                       The invalidity or unenforceability of any particular provision of this Subscription Agreement
shall not affect or limit the validity or enforceability of the remaining provisions of this Subscription Agreement.

15. Entire Agreement

15.1                       Except as expressly provided in this Subscription Agreement and in the agreements,
instruments and other documents contemplated or provided for herein, this Subscription Agreement contains the
entire agreement between the parties with respect to the sale of the Securities and there are no other terms,
conditions, representations or warranties, whether express or implied, oral or written, by statute or common law,
by the Company or by anyone else.

16. Notices

16.1                       All notices and other communications hereunder shall be in writing and shall be deemed to
have been duly given if mailed or transmitted by any standard form of telecommunication. Notices to the
Subscriber shall be directed as set forth on the signature page of this Subscription Agreement, and notices to the
Company shall be directed as set forth on the first page of this Subscription Agreement.

17. Public Announcements

17.1                       The Company will not issue any press release or make any other public statement naming any
Subscriber, or its affiliates, without the prior written consent of such Subscriber, except as may be required by
applicable law, order of a court of competent jurisdiction or any listing agreement with or rule of national
securities exchange or association.

18. Counterparts and Electronic Means

18.1                       This Subscription Agreement may be executed in any number of counterparts, each of which
when so executed and delivered shall constitute an original and all of which together shall constitute one
instrument. Delivery of an executed copy of this Subscription Agreement by electronic facsimile transmission or
other means of
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electronic communication capable of producing a printed copy will be deemed to be execution and delivery of
this Subscription Agreement as of the date hereinafter set forth.

19. Delivery Instructions

19.1                       The Subscriber hereby directs the Company to deliver the certificates representing the
Securities to the name and address set forth on the signature page to this Subscription Agreement.

19.2                       The Subscriber hereby directs the Company to cause the Securities to be registered on the
books of the Company as set forth on the signature page to this Subscription Agreement.

[Signature page to follow]
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IN WITNESS WHEREOF the Subscriber has duly executed this Subscription Agreement as of the date
of acceptance by the Company.

                                                                                     
(Name and Address (including country) of Subscriber)

                                                                                     
(Signature)

                                                                                     
(Office of Signatory above, if applicable)

                                                                                     
(Number of Units)

US$0.425                                                                    
(Price Per Unit)

                                                                                     
(Aggregate Purchase Price)

                                                                                     
(Name and address (including country) to which certificates
representing the Securities shall be delivered, if different from name
and address set forth above)

                                                                                     
(Name and address (including country) in which the Securities shall
be registered on the books of the Company, if different from name
and address set forth above)

ACCEPTANCE

This Subscription Agreement in respect of the Securities is hereby accepted by Novastar Resources Ltd.

Dated:                                               

NOVASTAR RESOURCES LTD.

 
By:                                                       
 Name:
 Title:

 

Closing Date per Section 4.1: _____________________

 
EXECUTION PAGE TO SUBSCRIPTION AGREEMENT
 



 
 

EXHIBIT A
 

THE WARRANT REPRESENTED BY THIS CERTIFICATE AND THE SECURITIES ISSUABLE
UPON EXERCISE HEREOF HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND
EXCHANGE COMMISSION OR THE SECURITIES COMMISSION OF ANY STATE AND WILL BE
ISSUED IN RELIANCE UPON AN EXEMPTION FROM REGISTRATION UNDER THE SECURITIES
ACT OF 1933, AS AMENDED (THE “ SECURITIES ACT”), AND, ACCORDINGLY, MAY NOT BE
OFFERED OR SOLD EXCEPT PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT
UNDER THE SECURITIES ACT OR PURSUANT TO AN AVAILABLE EXEMPTION FROM, OR IN A
TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES
ACT AND IN ACCORDANCE WITH APPLICABLE STATE SECURITIES LAWS.
 

THESE WARRANTS WILL EXPIRE AND BECOME NULL AND VOID
AT ________ (NEW YORK TIME) ON ____________________, 2007

 
SHARE PURCHASE WARRANTS

TO PURCHASE COMMON SHARES OF
NOVASTAR RESOURCES LTD.,

a Nevada Corporation
 
THIS CERTIFIES that, for value received, ____________________________________________ (the “Holder”)
of _______________________________ shares of common stock, par value US$0.001 per share, of the
Company, has the right to purchase from the Company, upon and subject to the terms and conditions hereinafter
referred to, up to _______________________________ fully paid and non-assessable shares of common stock,
par value US$0.001 per share, of the Company (the “Shares”) on or before ________ (New York time) on
________________________, 2007 (the “Expiry Date”) at the price per Share of US$0.65 (the “Exercise Price”)
on the terms and conditions attached hereto as Appendix 1 (the “Terms and Conditions”).
 
 1. ONE (1) WARRANT AND THE EXERCISE PRICE ARE REQUIRED TO PURCHASE

ONE SHARE. THIS CERTIFICATE REPRESENTS ____________________________
WARRANTS.

 
 2. These Warrants are issued and subject to the Terms and Conditions, and the Holder may

exercise the right to purchase Shares only in accordance with those Terms and Conditions.
 

 3. Nothing contained herein or in the Terms and Conditions will confer any right upon the Holder
hereof or any other person to subscribe for or purchase any Shares at any time subsequent to the
Expiry Date, and from and after such time, this Warrant and all rights hereunder will be void
and of no value.

 
 4. HOLDER HEREBY ACKNOWLEDGES THAT ANY CERTIFICATE EVIDENCING THE

SECURITIES UPON EXERCISE OF THIS WARRANT SHALL BEAR A LEGEND IN
SUBSTANTIALLY THE FOLLOWING FORM:

 
THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN
REGISTERED WITH THE SECURITIES AND EXCHANGE COMMISSION OR THE
SECURITIES COMMISSION OF ANY STATE AND HAVE BEEN ISSUED IN RELIANCE
UPON AN EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OF
1933, AS AMENDED (THE “ SECURITIES ACT”), AND, ACCORDINGLY, MAY NOT BE
OFFERED OR SOLD EXCEPT PURSUANT TO AN EFFECTIVE REGISTRATION
STATEMENT UNDER THE SECURITIES ACT OR PURSUANT TO AN AVAILABLE
EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION
REQUIREMENTS OF THE SECURITIES ACT AND IN ACCORDANCE WITH
APPLICABLE STATE SECURITIES LAWS.
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                IN WITNESS WHEREOF the Company has executed this Warrant Certificate this ____ day of
_______________________, 2006.
 

NOVASTAR RESOURCES LTD.
 
 
By___________________________________

Name:
Title:
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APPENDIX 1

TERMS AND CONDITIONS dated ______________________________, 2006, attached to the Warrants issued
by Novastar Resources Ltd., a Nevada corporation.

1. INTERPRETATION

1.1 Definitions  

In these Terms and Conditions, unless context dictates otherwise:

 (a) “Common Stock” means common stock, par value US$0.001 per share, of the Company, as
constituted at the date hereof and any shares of Common Stock resulting from any subdivision
or consolidation thereof;

 (b) “Company” means Novastar Resources Ltd., a Nevada corporation, or a successor corporation
that is a result of (i) a consolidation, amalgamation or merger with or into any other corporation
or corporations, or (ii) the conveyance or transfer of all or substantially all of the properties and
estates of the Company to any other corporation;

 (c) “Company’s Auditor” means an independent firm of accountants duly appointed as auditors of
the Company;

 (d) “Director” means a director of the Company for the time being, and reference, without more, to
action by the directors means action by the directors of the Company as a Board, or whenever
duly empowered, action by an executive committee of the Board;

 (e) “Holders” means the holders of the Warrants;

 (f) “Person” means an individual, corporation, partnership, trustee or any unincorporated
organization and words importing persons have a similar meaning;

 (g) “Shares” means shares of Common Stock; and

 (h) “Warrants” means any warrant or warrants of the Company hereafter issued and consequence
of the exercise of this Warrant in part or transfer of this Warrant in whole or in part.

1.2 Singular, Plural; Gender

Words importing the singular number include the plural and vice versa and words importing the masculine
gender include the feminine and neuter genders.

1.3 Descriptive Headings; Interpretation

 (a) The division of these Terms and Conditions into Articles and Sections, and the insertion of
headings are for convenience of reference only and will not affect the construction or
interpretation thereof.

 (b) “Herein”, “hereby” and similar expressions refer to these Terms and Conditions as the same
may be amended or modified from time to time; and the expression “Article” and “Section,”
followed by a number refer to the specified Article or Section of these Terms and Conditions.

1.4 Applicable Law

The Warrants will be construed in accordance with the laws of the State of Nevada.
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2. ISSUE OF WARRANTS

2.1 Additional Warrants  

The Company may at any time and from time to time issue additional warrants or grant options or similar rights to
purchase Shares of its Common Stock.

2.2 Warrant to Rank Pari Passu

All Warrants and additional warrants, options or similar rights to purchase Shares from time to time issued or
granted by the Company, will rank pari passu whatever may be the actual dates of issue or grant thereof, or of the
dates of the certificates by which they are evidenced.

2.3 Issue in substitution for Lost Warrants

 (a) In case a Warrant becomes mutilated, lost, destroyed or stolen, the Company will issue and
deliver a new Warrant of like date and tenor as the one mutilated, lost, destroyed or stolen, in
exchange for and in place of and upon cancellation of such mutilated Warrant, or in lieu of, and
in substitution for such lost, destroyed or stolen Warrant and the substituted Warrant will be
entitled to the benefit hereof and rank equally in accordance with its terms with all other
Warrants issued or to be issued by the Company.

 (b) The applicant for the issue of a new Warrant pursuant hereto will bear the cost of the issue
thereof and in case of loss, destruction or theft furnish to the Company such evidence of
ownership and of loss, destruction, or theft of the Warrant so lost, destroyed or stolen as will be
satisfactory to the Company in its sole discretion and such applicant may also be required to
furnish indemnity in amount and form satisfactory to the Company in its discretion, and will
pay the reasonable charges of the Company in connection therewith.

2.4 Holder Not a Shareholder

This Warrant shall not be deemed to confer upon the Holder any right to vote or to consent to or receive notice as
a shareholder of the Company, as such, in respect of any matters whatsoever, or any other rights or liabilities as a
shareholder, prior to the exercise hereof.

3. NOTICE  

3.1 Notice to Holders

Any notice required or permitted to be given to the Holders will be in writing and may be given by prepaid
registered post, electronic facsimile transmission or other means of electronic communication capable of
producing a printed copy to the address of the Holder appearing on the Holder’s Warrant or to such other address
as any Holder may specify by notice in writing to the Company, and any such notice will be deemed to have been
given and received by the Holder to whom it was addressed if mailed, on the third day following the mailing
thereof; if by facsimile or other electronic communication, on successful transmission, or, if delivered, on
delivery; but if at the time of mailing or between the time of mailing, and the third business day thereafter there is
a strike, lockout, or other labor disturbance affecting postal service, then the notice will not be effectively given
until actually delivered.

3.2 Notice to the Company

Any notice required or permitted to be given to the Company will be in writing and may be given by prepaid
registered post, electronic facsimile transmission or other means of electronic communication capable of
producing a printed copy to the address of the Company set forth below or such other address as the Company
may specify by notice in writing to the Holder, and any such notice will be deemed to have been given and
received by the Company to whom it was addressed if mailed, on the third day following the mailing thereof, if by
facsimile or other
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electronic communication, on successful transmission, or, if delivered, on delivery; but if at the time of mailing or
between the time of mailing and the third business day thereafter there is a strike, lockout, or other labor
disturbance affecting postal service, then the notice will not be effectively given until actually delivered:

Novastar Resources Ltd.
8300 Greensboro Drive
Suite 800
McLean, Virginia 22102
USA
 
Attention: Seth Grae
Fax: (202) 318-2502
 
with a copy to:
 
Pillsbury Winthrop Shaw Pittman LLP
1540 Broadway
New York, New York 10036
USA
 
Attention: Jerry P. Peppers
Fax: (212) 858-1500

 
4. EXERCISE OF WARRANTS
 
4.1 Method of Exercise of Warrants

The right to purchase shares conferred by the Warrants may be exercised by the Holder surrendering the Warrant
Certificate representing same, with a duly completed and executed subscription in the form attached hereto
(“Form of Subscription”) and a bank draft or certified check payable to or to the order of the Company, at par, in
New York, New York, for the purchase price applicable at the time of surrender in respect of the Shares
subscribed for in lawful money of the United States of America, to the Company at the address set forth in, or
from time to time specified by the Company pursuant to, Section 3.2. Notwithstanding the foregoing, the
Warrants may be exercised and payment received for the Warrant Shares in any manner mutually agreed to by the
Company and the Holder.

4.2 Effect of Exercise of Warrants

 (a) Upon surrender and payment as aforesaid the Shares so subscribed for will be deemed to have
been issued and such Person or Persons will be deemed to have become the Holder or Holders
of record of such Shares on the date of such surrender and payment, and such Shares will be
issued at the subscription price in effect on the date of such surrender and payment.

 (b) Within ten business days after surrender and payment as aforesaid, the Company will forthwith
cause to be delivered to the Person or Persons in whose name or names the Shares so
subscribed for are to be issued as specified in such subscription or mailed to him or them at his
or their respective addresses specified in such subscription, a certificate or certificates for the
appropriate number of Shares not exceeding those which the Holder is entitled to purchase
pursuant to the Warrant surrendered.

4.3 Subscription for Less Than Entitlement

The Holder of any Warrant may subscribe for and purchase a number of Shares less than the number which he is
entitled to purchase pursuant to the surrendered Warrant. In the event of any purchase of a number of Shares less
than the number which can be purchased pursuant to a Warrant, the Holder thereof upon exercise thereof will in
addition be entitled to receive a new Warrant in respect of the balance of the Shares which he was entitled to
purchase pursuant to the surrendered Warrant and which were not then purchased.
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4.4. Warrant for Fractions of Shares

To the extent that the Holder of any Warrant is entitled to receive on the exercise or partial exercise thereof a
fraction of a share, such right may be exercised in respect of such fraction only in combination with another
Warrant or other Warrants which in the aggregate entitle the Holder to receive a whole number of such Shares.

4.5 Expiration of Warrants

After the expiration of the period within which a Warrant is exercisable, all rights thereunder will wholly cease
and terminate and such Warrant will be void and of no effect.

4.6 Time of Essence

Time will be of the essence hereof.

4.7 Subscription Price

Each Warrant is exercisable at a price per share (the “Exercise Price”) of US$0.65. One (1) Warrant and the
Exercise Price are required to subscribe for each share during the term of the Warrants.

4.8. Adjustment of Exercise Price

 (a) The Exercise Price and the number of Shares deliverable upon the exercise of the Warrants will
be subject to adjustment in the event and in the manner following:

 (i) If and whenever the Shares at any time outstanding are subdivided into a greater or
consolidated into a lesser number of Shares the Exercise Price will be decreased or
increased proportionately as the case may be; upon any such subdivision or
consolidation the number of shares deliverable upon the exercise of the Warrants will
be increased or decreased proportionately as the case may be.

 (ii) In case of any capital reorganization or of any reclassification of the capital of the
Company or in the case of the consolidation, merger or amalgamation of the Company
with or into any other Company (hereafter collectively referred to as a
“Reorganization”), each Warrant will after such Reorganization confer the right to
purchase the number of Shares or other securities of the Company (or of the
company resulting from such Reorganization) which the Holder would have been
entitled to upon Reorganization if the Holder had been a shareholder at the time of the
Reorganization.

In any such case, if necessary, appropriate adjustments will be made in the application
of the provisions of this Article Four relating to the rights and interest thereafter of the
Holders of the Warrants so that the provisions of this Article Four will be made
applicable as nearly as reasonably possible to any Shares or other securities deliverable
after the Reorganization on the exercise of the Warrants.

The subdivision or consolidation of Shares at any time outstanding into a greater or
lesser number of Shares (whether with or without par value) will not be deemed to be a
Reorganization for the purposes of this clause 4.8(a)(ii).

 (b) The adjustments provided for in this Section 4.8 are cumulative and will become effective
immediately after the record date or, if no record date is fixed, the effective date of the event
which results in such adjustments.
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4.9 Determination of Adjustments

If any questions will at any time arise with respect to the Exercise Price or any adjustment provided for in Section
4.8, such questions will be conclusively determined by the Company’s Auditors, or, if they decline to so act any
other firm of certified public accountants in the United States of America that the Company may designate and
who will have access to all appropriate records and such determination will be binding upon the Company and the
Holders of the Warrants.

5. COVENANTS BY THE COMPANY

5.1 Reservation of Shares  

The Company will reserve and there will remain unissued out of its authorized capital a sufficient number of
Shares to satisfy the rights of purchase provided for herein and in the Warrants should the Holders of all the
Warrants from time to time outstanding determine to exercise such rights in respect of all shares which they are or
may be entitled to purchase pursuant thereto and hereto.

6. MODIFICATION OF TERMS, MERGER, SUCCESSORS

6.1 Modification of Terms and Conditions for Certain Purposes  

From time to time the Company may, subject to the provisions of these presents, modify the Terms and
Conditions hereof, for the purpose of correction or rectification of any ambiguities, defective provisions, errors or
omissions herein.

6.2 Warrant Not Transferable

The Warrant and all rights attached to it are not transferable. Notwithstanding the foregoing, the Warrants and all
rights attached to it may be transferred to an affiliate or parent of the Holder provided that the transferee executes
an instrument of adherence binding them to the provisions contained herein.

DATED as of the date first above written in these Terms and Conditions.

 
NOVASTAR RESOURCES LTD.
 
 
By:                                           

Name:
Title:
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FORM OF SUBSCRIPTION

TO: Novastar Resources Ltd.
8300 Greensboro Drive
Suite 800
McLean, Virginia 22102
USA

 
The undersigned Holder of the within Warrants hereby subscribes for _________________ shares of common
stock, US$0.001 par value (the “Shares”), of Novastar Resources Ltd. (the “Company”) pursuant to the within
Warrants at US$___________ per Share on the terms specified in the Warrants. The Holder will cause a wire
transfer payable to the Company for the whole amount of the purchase price of the Shares to be issued to the
Company according to wire instructions received from the Company immediately upon receipt of the certificates
representing the Shares by the Holder’s custodian bank.

The undersigned hereby directs that the Shares be registered as follows:

NAME(S) ADDRESS(ES) NUMBER OF SHARES

                                                          

                                                          

                                                          

TOTAL:                                                                                              

(Please print full name in which share certificates are to be issued, stating whether Mr., Mrs. or Miss is
applicable).

DATED this ________ day of _________, ____.

In the presence of:

                                                                                           

Signature of Witness Signature of Holder

Please print below your name and address in full.

Name (Mr./Mrs./Miss)                                                                                                                                      

Address                                                                                                                                      

                                                                                                                                      

INSTRUCTIONS FOR SUBSCRIPTION

The signature to the subscription must correspond in every particular with the name written upon the face of the
Warrant without any alteration, enlargement, or change. If there is more than one subscriber, each subscriber
must sign the subscription.
 
In the case of persons signing by agent, attorney or personal representative(s), the authority of such agent,
attorney or representative(s) to sign must be proven to the satisfaction of the Company.
 
If the Warrant certificate and the form of subscription are being forwarded by mail, send the Warrant certificate
and the form of subscription by registered mail.
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EXHIBIT B

PROSPECTIVE INVESTOR SUITABILITY QUESTIONNAIRE

All terms used but not defined herein shall have the meanings ascribed thereto in the Subscription Agreement.

1. The Subscriber represents and warrants to and covenants with the Company that:

 (a) the Subscriber has such knowledge and experience in financial and business matters as to be
capable of evaluating the merits and risks of the transactions detailed in the Subscription
Agreement and is able to bear the economic risk of loss arising from such transactions;

 (b) the Subscriber satisfies one or more of the categories indicated on the signature page hereof:

 Category 1 an organization described in Section 501(c)(3) of the Internal Revenue Code,
as amended, a corporation, a Massachusetts or similar business trust or
partnership, not formed for the specific purpose of acquiring the Securities,
with total assets in excess of US$5,000,000;

 Category 2 a natural person whose individual net worth, or joint net worth with that
person’s spouse, at the time of purchase exceeds US$1,000,000;

 Category 3 a natural person who had an individual income in excess of US$200,000 in
each of the two most recent years or joint income with that person’s spouse
in excess of US$300,000 in each of those years and has a reasonable
expectation of reaching the same income level in the current year;

 Category 4 a private business development company as defined in Section 202(a)(22) of
the Investment Advisers Act of 1940, as amended;

 Category 5 a director or executive officer of the Company;

 Category 6 a trust with total assets in excess of US$5,000,000, not formed for the
specific purpose of acquiring the Securities, whose purchase is directed by a
sophisticated person as described in Rule 506(b)(2)(ii) under the Securities
Act;

 
 Category 7 a bank as defined in Section 3(a)(2) of the Securities Act or a savings and

loan association or other institution as defined in Section 3(a)(5)(A) of the
Securities Act whether acting in its individual or fiduciary capacity; a broker
dealer registered pursuant to Section 15 of the Securities Exchange Act of
1934, as amended; an insurance company as defined in Section 2(13) of the
Securities Act; an investment company registered under the Investment
Company Act of 1940, as amended (the “1940 Act”), or a business
development company as defined in Section 2(a)(48) of the 1940 Act; a
Small Business Investment Company licensed by the U.S. Small Business
Administration under Section 301(c) or (d) of the Small Business Investment
Act of 1958; a plan established and maintained by a state, its political
subdivisions, or any agency or instrumentality of a state or its political
subdivisions, for the benefit of its employees, with total assets in excess of
US$5,000,000; an employee benefit plan within the meaning of the
Employee Retirement Income Security Act of 1974, as amended (“ERISA”),
whose investment decisions are made by a plan fiduciary, as defined in
Section 3(21) of ERISA, which is either a bank, savings and loan association,
insurance company or registered investment adviser, or if the employee
benefit plan has total assets in excess of US$5,000,000, or, if a

 
B-1

 



 
self-directed plan, whose investment decisions are made solely by persons that
satisfy the requirements of one or more of the foregoing categories; or

 Category 8 an entity in which all of the equity owners satisfy the requirements of one or
more of the foregoing categories; and

 (c) the Subscriber is not acquiring the Securities as a result of any form of general solicitation or
general advertising, including, without limitation, advertisements, articles, notices or other
communications published in any newspaper, magazine or similar media or broadcast over
radio or television or any seminar or meeting whose attendees have been invited by general
solicitation or general advertising.

2. The Subscriber acknowledges and agrees that:

 (a) if the Subscriber decides to offer, sell or otherwise transfer any of the Securities, it will not
offer, sell or otherwise transfer any of such Securities directly or indirectly, unless:

 (i) the sale or other transfer is to the Company;

 (ii) the sale or other transfer is made outside the United States in a transaction meeting the
requirements of Rule 904 of Regulation S and in compliance with applicable local
laws and regulations;

 (iii) the sale or other transfer is made pursuant to the exemption from the registration
requirements under the Securities Act provided by Rule 144 thereunder if available
and in accordance with any applicable state securities or blue sky laws;

 (iv) the Securities are sold or otherwise transferred in a transaction that does not require
registration under the Securities Act or any applicable U.S. state laws and regulations
governing the offer and sale of securities, and it has prior to such sale or other transfer
furnished to the Company an opinion of counsel reasonably satisfactory to the
Company; or

 (v) pursuant to a registration statement.

 (b) upon the issuance thereof, and until such time as the same is no longer required under the
applicable requirements of the Securities Act or applicable U.S. state laws and regulations, the
certificates representing any of the Securities will bear a legend in substantially the following
form:

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN
REGISTERED WITH THE SECURITIES AND EXCHANGE COMMISSION OR
THE SECURITIES COMMISSION OF ANY STATE AND HAVE BEEN ISSUED IN
RELIANCE UPON AN EXEMPTION FROM REGISTRATION UNDER THE
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), AND,
ACCORDINGLY, MAY NOT BE OFFERED OR SOLD EXCEPT PURSUANT TO
AN EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES ACT
OR PURSUANT TO AN AVAILABLE EXEMPTION FROM, OR IN A
TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF
THE SECURITIES ACT AND IN ACCORDANCE WITH APPLICABLE STATE
SECURITIES LAWS.

 (d) the Company may make a notation on its records or instruct the registrar and transfer agent of
the Company in order to implement the restrictions on transfer set forth and described herein;
and
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 (e) the Subscriber, if an individual, is a resident of the state or other jurisdiction in its address set

forth on the signature page of the Subscription Agreement, or, if the Subscriber is not an
individual, the office of the Subscriber at which the Subscriber received and accepted the offer
to acquire the Securities is the address set forth on the signature page of the Subscription
Agreement.
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IN WITNESS WHEREOF, the undersigned has executed this Prospective Investor Suitability
Questionnaire as of the date and year first written below.

 
If a corporation, partnership or other entity: If an individual:

 

                                                                                           

(Name of entity) (Name of individual)
 

                                                                                           

(Signature) (Signature)
 

                                                                                           

(Type of entity) (Social security or tax identification number)
 

                                                                                           

(Identify the category or categories per Section 1(b)) (Identify the category or categories per Section 1(b))

                                                                                           

(Date) (Date)
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Novastar Resources Ltd.
8300 Greensboro Drive, Suite 800

McLean, VA 22102

 
May ____, 2006

 
TO THE NOVASTAR RESOURCES LTD. SUBSCRIBERS
 
Ladies and Gentlemen:

Reference is made to that certain Confidential Private Placement Subscription Agreement (the “Subscription
Agreement”), a form of which is attached hereto as Exhibit 1, by and between Novastar Resources Ltd. (the
“Company”) and you. Capitalized terms used but not otherwise defined herein shall have the meanings ascribed
to them in the Subscription Agreement.

The Company is pleased to announce that it will register with the SEC the Shares and Warrant Shares to be issued
in connection with the Subscription. This letter agreement (this “Letter Agreement”) sets forth the terms and
conditions under which such Shares and Warrant Shares shall be registered with the SEC.

Section 1. Registration Procedures and Other Matters

(a) The Company shall:  

 (i) simultaneous with the filing of a registration statement on Form S-4 in connection with the
proposed merger with Thorium Power, Inc., or within fifteen (15) days thereafter, file a
registration statement on Form SB-2 (or, if Form S-B2 is not then available, on such form of
registration statement as is then available to effect a registration of the Shares and Warrant
Shares) to enable the resale of the Shares and the Warrant Shares by the Subscribers from time
to time (the “Registration Statement”):

 (ii) use reasonable best efforts to cause the Registration Statement to be declared effective by the
SEC as soon as possible, but in any event not later than the earlier of (a) the 120th day
following the Closing Date, and (b) the fifth trading day following the date on which the
Company is notified by the SEC that the Registration Statement will not be reviewed or is no
longer subject to further review and comments;

 (iii) use reasonable best efforts to prepare and file with the SEC such amendments and supplements
to the Registration Statement and the prospectus used in connection

 



 
therewith (the “Prospectus”) as may be necessary to keep the Registration Statement
continuously current, effective and free from any material misstatement or omission to state a
material fact for a period not exceeding, with respect to the Subscriber’s Shares and Warrant
Shares purchased hereunder from the date it is first declared effective until, the earlier of (A) two
years from the date of the final exercise of all of the Warrants, (B) the date on which the
Subscriber may sell all Shares and Warrant Shares then held by the Subscriber pursuant to Rule
144 without any restriction as to the number of securities as of a particular date that can then be
immediately sold, or (C) the public sale of all of the Shares and the Warrant Shares (such period,
the “Effectiveness Period”);

 (iv) if (A) the Registration Statement is not filed on or prior to the date of filing required pursuant to
Section 1(a)(i), (B) the Registration Statement is not declared effective on or prior to the date
required by Section 1(a)(ii), or (C) notwithstanding Section 2, after the date first declared
effective by the SEC and prior to the expiration of the Effectiveness Period, the Registration
Statement ceases to be effective and available to each subscriber as to its Shares and Warrant
Shares (whether pursuant to Section 2(c), or otherwise) without being succeeded within 20
trading days by an effective amendment thereto or by a subsequent registration statement filed
with and declared effective by the SEC (any such failure being referred to as an “Event” and the
date of such failure being the “Event Date”), then, in addition to any other rights available to
the Subscriber under the Subscription Agreement or applicable law: (x) on the failure by the
Company to comply with the Event required pursuant to Section 1(a)(i) the Company shall
issue to the Subscriber cash or additional Units, at the sole option of the Subscriber, as
liquidated damages and not as a penalty, equal to 2% of the number of Units for which the
Subscriber subscribed on each monthly anniversary of such Event Date (if the Event has not
been cured by such date); (y) on the failure by the Company to comply with the Event required
pursuant to Section 1(a)(ii) or the occurrence of the Event set forth in Section 1 (a)(iv)(C) and
on each monthly anniversary of such Event Dates (if the Event has not been cured by such
date) until the applicable Event is cured, the Company shall issue to the Subscriber cash or
additional Units, at the sole option of the Subscriber, as liquidated damages and not as a
penalty, equal to 2% of the number of Units for which the Subscriber subscribed on each
monthly anniversary of such Event Date (if the Event has not been cured by such date); and (z)
in the case of each of (x) and (y) above, in no event shall the aggregate amount of cash or
number of Units issued as liquidated damages exceed 12% of the amount of cash paid or the
number of Units paid for by the Subscriber. The liquidated damages pursuant to the terms
hereof shall apply on a pro rata basis for any portion of a month prior to the cure of an Event;

 (v) furnish to the Subscriber with respect to the Shares and the Warrant Shares registered under the
Registration Statement such number of copies of the Registration Statement, Prospectuses and
Preliminary Prospectuses in conformity with the requirements of the Securities Act and such
other documents as the Subscriber may reasonably request in writing, in order to facilitate the
public sale
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or other disposition of all or any of the Shares or Warrant Shares by the Subscriber; provided,
however, that the obligation of the Company to deliver copies of Prospectuses or Preliminary
Prospectuses to the Subscriber shall be subject to the receipt by the Company of reasonable
assurances from the Subscriber that the Subscriber will comply with the applicable provisions of
the Securities Act and of such other securities or blue sky laws as may be applicable in
connection with any use of such Prospectuses or Preliminary Prospectuses;

(vi)         file documents required of the Company for blue sky clearance in states specified in
writing by the Subscriber and use its reasonable best efforts to maintain such blue sky
qualifications during the period the Company is required to maintain the effectiveness of the
Registration Statement pursuant to Section 1(a)(iii); provided, however, that the Company shall
not be required to qualify to do business or consent to service of process in any jurisdiction in
which it is not now so qualified or has not so consented;

(vii)       bear all expenses in connection with the procedures in paragraph (i) through (vi) of this
Section 1 (other than any underwriting discounts or commissions, brokers’ fees and similar
selling expenses, and any other fees or expenses incurred by the Subscriber, including attorneys’
fees); and

(viii)      advise the Subscriber in writing promptly after it shall receive notice or obtain
knowledge of the issuance of any stop order by the SEC delaying or suspending the
effectiveness of the Registration Statement or of the initiation or threat of any proceeding for
that purpose; and it will promptly use its reasonable best efforts to prevent the issuance of any
stop order or to obtain its withdrawal at the earliest possible moment if such stop order should
be issued.

Section 2. Transfer of Shares After Registration; Suspension

(a) The Subscriber agrees that it will not effect any disposition of the Securities or its right to purchase the
Securities that would constitute a “sale” within the meaning of the Securities Act, except as
contemplated in the Registration Statement referred to in Section 1 and as described below or as
otherwise permitted by law, and that it will promptly notify the Company of any material changes in the
information set forth in the Registration Statement regarding the Subscriber or its plan of distribution.

(b) Except in the event that paragraph (c) below applies, the Company shall (i) if deemed necessary by the
Company, prepare and file from time to time with the SEC a post-effective amendment to the
Registration Statement or a supplement to the related Prospectus or a supplement or amendment to any
document incorporated therein by reference or file any other required document so that such
Registration Statement will not contain an untrue statement of a material fact or omit to state a material
fact required to be stated therein or necessary to make the statements therein not misleading, and so that,
as thereafter delivered to purchasers of the Shares and Warrant Shares being sold thereunder, such
Prospectus will not contain an untrue statement of a material fact or omit to state a material fact required
to be stated therein or necessary to make the

 
3

 



 
statements therein, in light of the circumstances under which they were made, not misleading; (ii) provide
the Subscriber copies of any documents filed pursuant to Section 2(b)(i) as the Subscriber may reasonably
request; and (iii) inform each Subscriber that the Company has complied with its obligations in Section
2(b)(i) (or that, if the Company has filed a post-effective amendment to the Registration Statement which
has not yet been declared effective, the Company will notify the Subscriber to that effect, will use its
reasonable best efforts to secure the effectiveness of such post-effective amendment as promptly as
possible and will promptly notify the Subscriber pursuant to Section 2(b)(i) hereof when the amendment
has become effective).

(c) Subject to paragraph (d) below, in the event of: (i) any request by the SEC or any other federal or state
governmental authority during the period of effectiveness of the Registration Statement for amendments
or supplements to a Registration Statement or related Prospectus or for additional information; (ii) the
issuance by the SEC or any other federal or state governmental authority of any stop order suspending
the effectiveness of a Registration Statement or the initiation of any proceedings for that purpose; (iii)
the receipt by the Company of any notification with respect to the suspension of the qualification or
exemption from qualification of any of the Shares for sale in any jurisdiction or the initiation or
threatening of any proceeding for such purpose; or (iv) any event or circumstance which, upon the advice
of its counsel, necessitates the making of any changes in the Registration Statement or Prospectus, or
any document incorporated or deemed to be incorporated therein by reference, so that, in the case of the
Registration Statement, it will not contain any untrue statement of a material fact or any omission to state
a material fact required to be stated therein or necessary to make the statements therein not misleading,
and that in the case of the Prospectus, it will not contain any untrue statement of a material fact or any
omission to state a material fact required to be stated therein or necessary to make the statements therein,
in the light of the circumstances under which they were made, not misleading; then the Company shall
deliver a certificate in writing to the Subscriber (the “Suspension Notice”) to the effect of the foregoing
and, upon receipt of such Suspension Notice, the Subscriber will refrain from selling any Shares and
Warrant Shares pursuant to the Registration Statement (a “Suspension”) until the Subscriber’s receipt of
copies of a supplemented or amended Prospectus prepared and filed by the Company, or until it is
advised in writing by the Company that the current Prospectus may be used, and has received copies of
any additional or supplemental filings that are incorporated or deemed incorporated by reference in any
such Prospectus. In the event of any Suspension, the Company will use its reasonable best efforts to
cause the use of the Prospectus so suspended to be resumed as soon as reasonably practicable within 20
trading days after the delivery of a Suspension Notice to the Subscriber.

(d) Notwithstanding the foregoing paragraphs of this Section 2, the Subscriber shall not be prohibited from
selling Shares under the Registration Statement as a result of Suspensions on more than two occasions of
not more than 20 trading days each in any twelve month period.

(e) Provided that a Suspension is not then in effect, the Subscriber may sell the Shares and the Warrant
Shares under the Registration Statement, provided that it arranges for
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delivery of a current Prospectus to the transferee of such Shares or Warrant Shares, as applicable. The
Company shall provide such number of current Prospectuses to the Subscriber as the Subscriber may
reasonably request, and shall supply copies to any other parties reasonably requiring such Prospectuses.

Section 3. Indemnification

(a) The Company agrees to indemnify and hold harmless the Subscriber and the officers, directors, agents
and employees of the Subscriber, to the fullest extent permitted by applicable law from and against any
losses, claims, damages or liabilities to which any such person(s) may become subject (under the
Securities Act or otherwise) insofar as such losses, claims, damages or liabilities (or actions or
proceedings in respect thereof) arise out of, or are based upon (i) any Untrue Statement (defined below),
or (ii) any failure by the Company to fulfill any undertaking included in the Registration Statement, as
amended or supplemented from time to time, which indemnification will include reimbursement for any
reasonable legal or other expenses reasonably incurred in investigating, defending or preparing to
defend any such action, proceeding or claim, or preparing to defend any such action, proceeding or
claim; provided, however, that the Company shall not be liable in any such case to the extent that such
loss, claim, damage or liability arises out of, or is based upon, an Untrue Statement made in reliance
upon and in conformity with written information furnished to the Company by or on behalf of the
Subscriber specifically for use in preparation of the Registration Statement, as amended or supplemented
from time to time (including, without limitation, information set forth in the Investor Questionnaire), or
the failure of the Subscriber to comply with its covenants and agreements contained in Section 2 hereof
respecting sale of the Shares or Warrant Shares or any statement or omission in any Prospectus that is
corrected in any subsequent Prospectus that was delivered to the Subscriber prior to the pertinent sale or
sales by the Subscriber. The Company shall reimburse the Subscriber for the indemnifiable amounts
provided for herein on demand as such expenses are incurred. Notwithstanding the foregoing, the
Company’s aggregate obligation to indemnify the Subscriber and such officers, directors and controlling
persons shall be limited to the amount of the Subscription Price received by the Company from the
Subscriber.

(b) The Subscriber agrees to indemnify and hold harmless the Company (and each person, if any, who
controls the Company within the meaning of Section 15 of the Securities Act, each officer of the
Company who signs the Registration Statement and each director of the Company) from and against any
losses, claims, damages or liabilities to which the Company (or any such officer, director or controlling
person) may become subject (under the Securities Act or otherwise), insofar as such losses, claims,
damages or liabilities (or actions or proceedings in respect thereof) arise out of, or are based upon, (i)
any Untrue Statement if such Untrue Statement was made in reliance upon and in conformity with
written information furnished by or on behalf of the Subscriber specifically for use in preparation of the
Registration Statement, as amended or supplemented from time to time (including, without limitation,
information set forth in the Investor Questionnaire), or (ii) the failure of the Subscriber to comply with
its covenants and agreements contained in Section 2 hereof respecting sale of the Shares or Warrant
Shares or any statement or omission in any Prospectus that is corrected in any subsequent Prospectus
that was
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delivered to the Subscriber prior to the pertinent sale or sales by the Subscriber; and the Subscriber will
reimburse the Company or such officer, director or controlling person, as the case may be, for any
reasonable legal or other expenses reasonably incurred in investigating, defending or preparing to defend
any such action, proceeding or claim. The Subscriber shall reimburse the Company or such officer,
director or controlling person, as the case may be, for the indemnifiable amounts provided for herein on
demand as such expenses are incurred. Notwithstanding the foregoing, the Subscriber’s aggregate
obligation to indemnify the Company and such officers, directors and controlling persons shall be limited
to the amount received by the Subscriber from the sale of Shares or Warrant Shares that are the subject of
such loss.

(c) Promptly after receipt by any indemnified person of a notice of a claim or the beginning of any action in
respect of which indemnity is to be sought against an indemnifying person pursuant to this Section 3,
such indemnified person shall notify the indemnifying person in writing of such claim or of the
commencement of such action, but the omission to so notify the indemnifying person will not relieve it
from any liability which it may have to any indemnified person under this Section 3 (except to the extent
that such omission materially and adversely affects the indemnifying person’s ability to defend such
action) or from any liability otherwise than under this Section 3. Subject to the provisions hereinafter
stated, in case any such action shall be brought against an indemnified person, the indemnifying person
shall be entitled to participate therein, and, to the extent that it shall elect by written notice delivered to
the indemnified person promptly after receiving the aforesaid notice from such indemnified person, shall
be entitled to assume the defense thereof, with counsel reasonably satisfactory to such indemnified
person. After notice from the indemnifying person to such indemnified person of its election to assume
the defense thereof, such indemnifying person shall not be liable to such indemnified person for any
legal expenses subsequently incurred by such indemnified person in connection with the defense thereof;
provided, however, that if there exists or shall exist a conflict of interest that would make it
inappropriate, in the opinion of counsel to the indemnified person, for the same counsel to represent both
the indemnified person and such indemnifying person or any affiliate or associate thereof, the
indemnified person shall be entitled to retain its own counsel at the expense of such indemnifying
person; provided, further, that no indemnifying person shall be responsible for the fees and expenses of
more than one separate counsel (together with appropriate local counsel) for all indemnified parties. In
no event shall any indemnifying person be liable in respect of any amounts paid in settlement of any
action unless the indemnifying person shall have approved the terms of such settlement; provided that
such consent shall not be unreasonably withheld or delayed. No indemnifying person shall, without the
prior written consent of the indemnified person, effect any settlement of any pending or threatened
proceeding in respect of which any indemnified person is or could have been a party and
indemnification could have been sought hereunder by such indemnified person, unless such settlement
includes an unconditional release of such indemnified person from all liability on claims that are the
subject matter of such proceeding.

(d) If the indemnification provided for in this Section 3 is unavailable to or insufficient to hold harmless an
indemnified person under subsection (a) or (b) above in respect of any losses, claims, damages or
liabilities (or actions or proceedings in respect thereof)
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referred to therein, then each indemnifying person shall contribute to the amount paid or payable by such
indemnified person as a result of such losses, claims, damages or liabilities (or actions in respect thereof)
in such proportion as is appropriate to reflect the relative fault of the Company on the one hand and the
Subscriber, as well as any other Subscribers under such Registration Statement on the other in connection
with the statements or omissions or other matters which resulted in such losses, claims, damages or
liabilities (or actions in respect thereof), as well as any other relevant equitable considerations. The
relative fault shall be determined by reference to, among other things, in the case of an Untrue Statement,
whether the Untrue Statement relates to information supplied by the Company on the one hand or the
Subscriber on the other and the parties’ relative intent, knowledge, access to information and opportunity
to correct or prevent such Untrue Statement. The Company and the Subscriber agree that it would not be
just and equitable if contribution pursuant to this subsection (d) were determined by pro rata allocation
(even if the Subscriber and other subscribers were treated as one entity for such purpose) or by any other
method of allocation which does not take into account the equitable considerations referred to above in
this subsection (d). The amount paid or payable by an indemnified person as a result of the losses, claims,
damages or liabilities (or actions in respect thereof) referred to above in this subsection (d) shall be
deemed to include any legal or other expenses reasonably incurred by such indemnified person in
connection with investigating or defending any such action or claim. Notwithstanding the provisions of
this subsection (d), the Subscriber shall not be required to contribute any amount in excess of the amount
by which the net amount received by the Subscriber from any and all sales of the Securities to which such
loss relates exceeds the amount of any damages which such Subscriber has otherwise been required to
pay by reason of such Untrue Statement. No person guilty of fraudulent misrepresentation (within the
meaning of Section 11(f) of the Securities Act) shall be entitled to contribution from any person who was
not guilty of such fraudulent misrepresentation. The Subscriber’s obligations in this subsection to
contribute shall be in proportion to its sale of Securities to which such loss relates and shall not be joint
with any other Subscribers.

(e) The parties to this Letter Agreement and the Subscription Agreement hereby acknowledge that they are
sophisticated business persons who were represented by counsel during the negotiations regarding the
provisions hereof including, without limitation, the provisions of this Section 3, and are fully informed
regarding said provisions. They further acknowledge that the provisions of this Section 3 fairly allocate
the risks in light of the ability of the parties to investigate the Company and its business in order to
assure that adequate disclosure is made in the Registration Statement as required by the Securities Act
and the Securities Exchange Act of 1934, as amended. The parties are advised that federal or state public
policy as interpreted by the courts in certain jurisdictions may be contrary to certain of the provisions of
this Section 3, and the parties hereto hereby expressly waive and relinquish any right or ability to assert
such public policy as a defense to a claim under this Section 3 and further agree not to attempt to assert
any such defense.

(f) For the purpose of this Section 3:
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 (i) the term “Registration Statement” shall include the Prospectus in the form first filed with the

SEC pursuant to Rule 424(b) of the Securities Act or filed as part of the Registration Statement
at the time of effectiveness if no Rule 424(b) filing is required, and any exhibit, supplement or
amendment included in or relating to the Registration Statement referred to in Section 1; and

 (ii) the term “Untrue Statement” means any untrue statement or alleged untrue statement, or any
omission or alleged omission to state in the Registration Statement, as amended or
supplemented from time to time, a material fact required to be stated therein or necessary to
make the statements therein, in the light of the circumstances under which they were made, not
misleading.

Section 4. Information Available

So long as the Registration Statement is effective covering the resale of Shares and Warrant Shares owned by the
Subscriber, the Company will, at Subscriber’s written request, furnish to the Subscriber:

(a) as soon as practicable after it is available, one copy of (i) its Annual Report to Shareholders (which
Annual Report shall contain financial statements audited in accordance with generally accepted
accounting principles by a national firm of certified public accountants), (ii) its Annual Report on Form
10-KSB and (iii) its Quarterly Reports on Form lO-QSB (the foregoing, in each case, excluding
exhibits);

(b) any and all exhibits to the reports set forth in Section 4(a) as filed with the SEC and all other information
that is made available to shareholders; and

(c) an adequate number of copies of the Prospectuses to supply to any other party requiring such
Prospectuses.

*********************
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If the terms of this Letter Agreement are acceptable to you, please sign and return one of the originals to
the Company.

 
Very truly yours,
 
NOVASTAR RESOURCES LTD.
 
 

 By: _________________________________
Name:
Title:

 
ACCEPTED AND AGREED
of the date first written above:
 
 
_____________________________
(Name of Subscriber)
 
_____________________________
(Signature)
 
 
 
 



THE WARRANT REPRESENTED BY THIS CERTIFICATE AND THE SECURITIES ISSUABLE
UPON EXERCISE HEREOF HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND
EXCHANGE COMMISSION OR THE SECURITIES COMMISSION OF ANY STATE AND WILL BE
ISSUED IN RELIANCE UPON AN EXEMPTION FROM REGISTRATION UNDER THE SECURITIES
ACT OF 1933, AS AMENDED (THE “ SECURITIES ACT”), AND, ACCORDINGLY, MAY NOT BE
OFFERED OR SOLD EXCEPT PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT
UNDER THE SECURITIES ACT OR PURSUANT TO AN AVAILABLE EXEMPTION FROM, OR IN A
TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES
ACT AND IN ACCORDANCE WITH APPLICABLE STATE SECURITIES LAWS.
 

THESE WARRANTS WILL EXPIRE AND BECOME NULL AND VOID
AT ________ (NEW YORK TIME) ON ____________________, 2007

 
SHARE PURCHASE WARRANTS

TO PURCHASE COMMON SHARES OF
NOVASTAR RESOURCES LTD.,

a Nevada Corporation
 
THIS CERTIFIES that, for value received, ____________________________________________ (the “Holder”)
of _______________________________ shares of common stock, par value US$0.001 per share, of the
Company, has the right to purchase from the Company, upon and subject to the terms and conditions hereinafter
referred to, up to _______________________________ fully paid and non-assessable shares of common stock,
par value US$0.001 per share, of the Company (the “Shares”) on or before ________ (New York time) on
________________________, 2007 (the “Expiry Date”) at the price per Share of US$0.65 (the “Exercise Price”)
on the terms and conditions attached hereto as Appendix 1 (the “Terms and Conditions”).
 
 1. ONE (1) WARRANT AND THE EXERCISE PRICE ARE REQUIRED TO PURCHASE

ONE SHARE. THIS CERTIFICATE REPRESENTS ____________________________
WARRANTS.

 
 2. These Warrants are issued and subject to the Terms and Conditions, and the Holder may

exercise the right to purchase Shares only in accordance with those Terms and Conditions.
 

 3. Nothing contained herein or in the Terms and Conditions will confer any right upon the Holder
hereof or any other person to subscribe for or purchase any Shares at any time subsequent to the
Expiry Date, and from and after such time, this Warrant and all rights hereunder will be void
and of no value.

 
 4. HOLDER HEREBY ACKNOWLEDGES THAT ANY CERTIFICATE EVIDENCING THE

SECURITIES UPON EXERCISE OF THIS WARRANT SHALL BEAR A LEGEND IN
SUBSTANTIALLY THE FOLLOWING FORM:

 
THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN
REGISTERED WITH THE SECURITIES AND EXCHANGE COMMISSION OR THE
SECURITIES COMMISSION OF ANY STATE AND HAVE BEEN ISSUED IN RELIANCE
UPON AN EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OF
1933, AS AMENDED (THE “ SECURITIES ACT”), AND, ACCORDINGLY, MAY NOT BE
OFFERED OR SOLD EXCEPT PURSUANT TO AN EFFECTIVE REGISTRATION
STATEMENT UNDER THE SECURITIES ACT OR PURSUANT TO AN AVAILABLE
EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION
REQUIREMENTS OF THE SECURITIES ACT AND IN ACCORDANCE WITH
APPLICABLE STATE SECURITIES LAWS.

 



 
 
               IN WITNESS WHEREOF the Company has executed this Warrant Certificate this ____ day of
_______________________, 2006.
 

NOVASTAR RESOURCES LTD.
 
 
By___________________________________

Name:
Title:

 
 



 
 

APPENDIX 1

TERMS AND CONDITIONS dated ______________________________, 2006, attached to the Warrants issued
by Novastar Resources Ltd., a Nevada corporation.

1. INTERPRETATION

1.1 Definitions  

In these Terms and Conditions, unless context dictates otherwise:

 (a) “Common Stock” means common stock, par value US$0.001 per share, of the Company, as
constituted at the date hereof and any shares of Common Stock resulting from any subdivision
or consolidation thereof;

 (b) “Company” means Novastar Resources Ltd., a Nevada corporation, or a successor corporation
that is a result of (i) a consolidation, amalgamation or merger with or into any other corporation
or corporations, or (ii) the conveyance or transfer of all or substantially all of the properties and
estates of the Company to any other corporation;

 (c) “Company’s Auditor” means an independent firm of accountants duly appointed as auditors of
the Company;

 (d) “Director” means a director of the Company for the time being, and reference, without more, to
action by the directors means action by the directors of the Company as a Board, or whenever
duly empowered, action by an executive committee of the Board;

 (e) “Holders” means the holders of the Warrants;

 (f) “Person” means an individual, corporation, partnership, trustee or any unincorporated
organization and words importing persons have a similar meaning;

 (g) “Shares” means shares of Common Stock; and

 (h) “Warrants” means any warrant or warrants of the Company hereafter issued and consequence
of the exercise of this Warrant in part or transfer of this Warrant in whole or in part.

1.2 Singular, Plural; Gender

Words importing the singular number include the plural and vice versa and words importing the masculine
gender include the feminine and neuter genders.

1.3 Descriptive Headings; Interpretation

 (a) The division of these Terms and Conditions into Articles and Sections, and the insertion of
headings are for convenience of reference only and will not affect the construction or
interpretation thereof.

 (b) “Herein”, “hereby” and similar expressions refer to these Terms and Conditions as the same
may be amended or modified from time to time; and the expression “Article” and “Section,”
followed by a number refer to the specified Article or Section of these Terms and Conditions.

1.4 Applicable Law

The Warrants will be construed in accordance with the laws of the State of Nevada.

 
 



 
 
2. ISSUE OF WARRANTS

2.1 Additional Warrants  

The Company may at any time and from time to time issue additional warrants or grant options or similar rights to
purchase Shares of its Common Stock.

2.2 Warrant to Rank Pari Passu

All Warrants and additional warrants, options or similar rights to purchase Shares from time to time issued or
granted by the Company, will rank pari passu whatever may be the actual dates of issue or grant thereof, or of the
dates of the certificates by which they are evidenced.

2.3 Issue in substitution for Lost Warrants

 (a) In case a Warrant becomes mutilated, lost, destroyed or stolen, the Company will issue and
deliver a new Warrant of like date and tenor as the one mutilated, lost, destroyed or stolen, in
exchange for and in place of and upon cancellation of such mutilated Warrant, or in lieu of, and
in substitution for such lost, destroyed or stolen Warrant and the substituted Warrant will be
entitled to the benefit hereof and rank equally in accordance with its terms with all other
Warrants issued or to be issued by the Company.

 (b) The applicant for the issue of a new Warrant pursuant hereto will bear the cost of the issue
thereof and in case of loss, destruction or theft furnish to the Company such evidence of
ownership and of loss, destruction, or theft of the Warrant so lost, destroyed or stolen as will be
satisfactory to the Company in its sole discretion and such applicant may also be required to
furnish indemnity in amount and form satisfactory to the Company in its discretion, and will
pay the reasonable charges of the Company in connection therewith.

2.4 Holder Not a Shareholder

This Warrant shall not be deemed to confer upon the Holder any right to vote or to consent to or receive notice as
a shareholder of the Company, as such, in respect of any matters whatsoever, or any other rights or liabilities as a
shareholder, prior to the exercise hereof.

3. NOTICE  

3.1 Notice to Holders

Any notice required or permitted to be given to the Holders will be in writing and may be given by prepaid
registered post, electronic facsimile transmission or other means of electronic communication capable of
producing a printed copy to the address of the Holder appearing on the Holder’s Warrant or to such other address
as any Holder may specify by notice in writing to the Company, and any such notice will be deemed to have been
given and received by the Holder to whom it was addressed if mailed, on the third day following the mailing
thereof; if by facsimile or other electronic communication, on successful transmission, or, if delivered, on
delivery; but if at the time of mailing or between the time of mailing, and the third business day thereafter there is
a strike, lockout, or other labor disturbance affecting postal service, then the notice will not be effectively given
until actually delivered.

3.2 Notice to the Company

Any notice required or permitted to be given to the Company will be in writing and may be given by prepaid
registered post, electronic facsimile transmission or other means of electronic communication capable of
producing a printed copy to the address of the Company set forth below or such other address as the Company
may specify by notice in writing to the Holder, and any such notice will be deemed to have been given and
received by the Company to whom it was addressed if mailed, on the third day following the mailing thereof, if by
facsimile or other
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electronic communication, on successful transmission, or, if delivered, on delivery; but if at the time of mailing or
between the time of mailing and the third business day thereafter there is a strike, lockout, or other labor
disturbance affecting postal service, then the notice will not be effectively given until actually delivered:

Novastar Resources Ltd.
8300 Greensboro Drive
Suite 800
McLean, Virginia 22102
USA
 
Attention: Seth Grae
Fax: (202) 318-2502
 
with a copy to:
 
Pillsbury Winthrop Shaw Pittman LLP
1540 Broadway
New York, New York 10036
USA
 
Attention: Jerry P. Peppers
Fax: (212) 858-1500

 
4. EXERCISE OF WARRANTS
 
4.1 Method of Exercise of Warrants

The right to purchase shares conferred by the Warrants may be exercised by the Holder surrendering the Warrant
Certificate representing same, with a duly completed and executed subscription in the form attached hereto
(“Form of Subscription”) and a bank draft or certified check payable to or to the order of the Company, at par, in
New York, New York, for the purchase price applicable at the time of surrender in respect of the Shares
subscribed for in lawful money of the United States of America, to the Company at the address set forth in, or
from time to time specified by the Company pursuant to, Section 3.2. Notwithstanding the foregoing, the
Warrants may be exercised and payment received for the Warrant Shares in any manner mutually agreed to by the
Company and the Holder.

4.2 Effect of Exercise of Warrants

 (a) Upon surrender and payment as aforesaid the Shares so subscribed for will be deemed to have
been issued and such Person or Persons will be deemed to have become the Holder or Holders
of record of such Shares on the date of such surrender and payment, and such Shares will be
issued at the subscription price in effect on the date of such surrender and payment.

 (b) Within ten business days after surrender and payment as aforesaid, the Company will forthwith
cause to be delivered to the Person or Persons in whose name or names the Shares so
subscribed for are to be issued as specified in such subscription or mailed to him or them at his
or their respective addresses specified in such subscription, a certificate or certificates for the
appropriate number of Shares not exceeding those which the Holder is entitled to purchase
pursuant to the Warrant surrendered.

4.3 Subscription for Less Than Entitlement

The Holder of any Warrant may subscribe for and purchase a number of Shares less than the number which he is
entitled to purchase pursuant to the surrendered Warrant. In the event of any purchase of a number of Shares less
than the number which can be purchased pursuant to a Warrant, the Holder thereof upon exercise thereof will in
addition be entitled to receive a new Warrant in respect of the balance of the Shares which he was entitled to
purchase pursuant to the surrendered Warrant and which were not then purchased.
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4.4. Warrant for Fractions of Shares

To the extent that the Holder of any Warrant is entitled to receive on the exercise or partial exercise thereof a
fraction of a share, such right may be exercised in respect of such fraction only in combination with another
Warrant or other Warrants which in the aggregate entitle the Holder to receive a whole number of such Shares.

4.5 Expiration of Warrants

After the expiration of the period within which a Warrant is exercisable, all rights thereunder will wholly cease
and terminate and such Warrant will be void and of no effect.

4.6 Time of Essence

Time will be of the essence hereof.

4.7 Subscription Price

Each Warrant is exercisable at a price per share (the “Exercise Price”) of US$0.65. One (1) Warrant and the
Exercise Price are required to subscribe for each share during the term of the Warrants.

4.8. Adjustment of Exercise Price

 (a) The Exercise Price and the number of Shares deliverable upon the exercise of the Warrants will
be subject to adjustment in the event and in the manner following:

 (i) If and whenever the Shares at any time outstanding are subdivided into a greater or
consolidated into a lesser number of Shares the Exercise Price will be decreased or
increased proportionately as the case may be; upon any such subdivision or
consolidation the number of shares deliverable upon the exercise of the Warrants will
be increased or decreased proportionately as the case may be.

 (ii) In case of any capital reorganization or of any reclassification of the capital of the
Company or in the case of the consolidation, merger or amalgamation of the Company
with or into any other Company (hereafter collectively referred to as a
“Reorganization”), each Warrant will after such Reorganization confer the right to
purchase the number of Shares or other securities of the Company (or of the company
resulting from such Reorganization) which the Holder would have been entitled to
upon Reorganization if the Holder had been a shareholder at the time of the
Reorganization.

In any such case, if necessary, appropriate adjustments will be made in the application
of the provisions of this Article Four relating to the rights and interest thereafter of the
Holders of the Warrants so that the provisions of this Article Four will be made
applicable as nearly as reasonably possible to any Shares or other securities deliverable
after the Reorganization on the exercise of the Warrants.

The subdivision or consolidation of Shares at any time outstanding into a greater or
lesser number of Shares (whether with or without par value) will not be deemed to be a
Reorganization for the purposes of this clause 4.8(a)(ii).

 (b) The adjustments provided for in this Section 4.8 are cumulative and will become effective
immediately after the record date or, if no record date is fixed, the effective date of the event
which results in such adjustments.
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4.9 Determination of Adjustments

If any questions will at any time arise with respect to the Exercise Price or any adjustment provided for in Section
4.8, such questions will be conclusively determined by the Company’s Auditors, or, if they decline to so act any
other firm of certified public accountants in the United States of America that the Company may designate and
who will have access to all appropriate records and such determination will be binding upon the Company and the
Holders of the Warrants.

5. COVENANTS BY THE COMPANY

5.1 Reservation of Shares  

The Company will reserve and there will remain unissued out of its authorized capital a sufficient number of
Shares to satisfy the rights of purchase provided for herein and in the Warrants should the Holders of all the
Warrants from time to time outstanding determine to exercise such rights in respect of all shares which they are or
may be entitled to purchase pursuant thereto and hereto.

6. MODIFICATION OF TERMS, MERGER, SUCCESSORS

6.1 Modification of Terms and Conditions for Certain Purposes  

From time to time the Company may, subject to the provisions of these presents, modify the Terms and
Conditions hereof, for the purpose of correction or rectification of any ambiguities, defective provisions, errors or
omissions herein.

6.2 Warrant Not Transferable

The Warrant and all rights attached to it are not transferable. Notwithstanding the foregoing, the Warrants and all
rights attached to it may be transferred to an affiliate or parent of the Holder provided that the transferee executes
an instrument of adherence binding them to the provisions contained herein.

DATED as of the date first above written in these Terms and Conditions.

 
NOVASTAR RESOURCES LTD.
 
 
By:                                           

Name:
Title:
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FORM OF SUBSCRIPTION

TO: Novastar Resources Ltd.
8300 Greensboro Drive
Suite 800
McLean, Virginia 22102
USA

 
The undersigned Holder of the within Warrants hereby subscribes for _________________ shares of common
stock, US$0.001 par value (the “Shares”), of Novastar Resources Ltd. (the “Company”) pursuant to the within
Warrants at US$___________ per Share on the terms specified in the Warrants. The Holder will cause a wire
transfer payable to the Company for the whole amount of the purchase price of the Shares to be issued to the
Company according to wire instructions received from the Company immediately upon receipt of the certificates
representing the Shares by the Holder’s custodian bank.

The undersigned hereby directs that the Shares be registered as follows:

NAME(S) ADDRESS(ES) NUMBER OF SHARES

                                                          

                                                          

                                                          

TOTAL:                                                                                             

(Please print full name in which share certificates are to be issued, stating whether Mr., Mrs. or Miss is
applicable).

DATED this ________ day of _________, ____.

In the presence of:

                                                                                           

Signature of Witness Signature of Holder

Please print below your name and address in full.

Name (Mr./Mrs./Miss)                                                                                                                                      

Address                                                                                                                                      

                                                                                                                                      

INSTRUCTIONS FOR SUBSCRIPTION

The signature to the subscription must correspond in every particular with the name written upon the face of the
Warrant without any alteration, enlargement, or change. If there is more than one subscriber, each subscriber
must sign the subscription.
 
In the case of persons signing by agent, attorney or personal representative(s), the authority of such agent,
attorney or representative(s) to sign must be proven to the satisfaction of the Company.
 
If the Warrant certificate and the form of subscription are being forwarded by mail, send the Warrant certificate
and the form of subscription by registered mail.
 
 
 
 



 
Exhibit 99.1
 

Investor Name Amount Invested Number of Units

Magnetar Capital Master Fund, Ltd. $4,207,500.00 9,900,000

Investors Managed By Wellington Capital Management
Investors:

  

WTC-CIF Technical Equity Portfolio $734,102.50 1,727,300

Raytheon Master Pension Trust $732,317.50 1,723,100

Raytheon Master Pension Trust $357,340.00 840,800

WTC-CIF Opportunistic Equity Portfolio $333,540.00 784,800

Raytheon Master Pension Trust $192,100.00 452,000

Madeira Partners, L.P. $174,165.00 409,800

Madeira Investors (Bermuda) L.P. $168,470.00 396,400

The Hartford Mutual Funds, Inc.: The Hartford Capital
Appreciation II Fund

$159,375.00 375,000

WTC-CIF Special Equity Portfolio $148,524.75 349,470

   

Investors Managed By Highfield Capital Investors:   

Highfields Capital Ltd. $1,080,001.50 2,541,180

Highfields Capital II LP $299,999.00 705,880

Highfields Capital I LP $119,998.75 282,350

   

Investors Managed By Cumberland Associates LLC Investors:   

Cumberland Partners $527,066.30 1,240,156

 
 
 



 
 
 

Cumberland Benchmarked Partners, L.P. $357,136.00 840,320

Cumber International S.A. 157,058.75 369,550

LongView Partners B, L.P. $123,879.00 291,480

Summer Street Cumberland Investors, LLC $52,521.50 123,580

HFR HE Platinum Master Trust $30,965.50 72,860

Cumberland Long Partners, L.P. $1,372.75 3,230

   

SF Capital Partners Ltd. $1,000,000.35 2,352,942

Sunrise Equity Partners, L.P. $750,000.00 1,764,705

CAMOFI Master LDC $500,000.00 1,176,470

Whalehaven Capital Fund Limited $500,000.00 1,176,470

SDS Capital Group SPC, Ltd. $499,999.75 1,176,470

Excalibur Limited Partnership $425,000.00 1,000,000

RHP Master Fund, Ltd. $250,000.30 588,236

Springbok Capital Master Fund, LP $222,774.80 524,176

David Hovey $200,000.00 470,588

Nite Capital $150,025.00 353,000

AJW Off Shore Ltd. $118,100.00 277,882

Amnon Mandelbaum $100,000.00 235,294

Ethel Marie Grossfeld $100,000.00 235,294

Daniel M. Kornhauser $100,000.00 235,294

BH Capital Investments LP $99,875.00 235,000

David M. Lewis $76,500.00 180,000

 
 
 



 
 
 

Richard and Linda Grossfeld as Joint Tenants $75,000.00 176,470

Aaron Foley $63,750.00 150,000

AJW Qualified Partners, LLC $57,000.00 134,117

Gloria Kassin $54,000.00 127,058

Tom Heinlein $53,975.00 127,000

Francis X. Colannino $42,500.00 100,000

DCM Limited 32,225.20 75,824

AS Capital Partners, LLC $25,500.00 60,000

Bruce L. Lewis $25,500.00 60,000

Marilyn Adler $25,000.00 58,823

David Goodfriend $25,000.00 58,823

AJW Partners LLC $22,200.00 52,235

Jeffrey Grossfeld $10,000.00 23,529

Kevin Grossfeld $10,000.00 23,529

Michael P. Murphy $6,375.00 15,000

New Millenium Capital Partners II, LLC $2,700.00 6,352

TOTAL $15,580.434.20 36,659,837

 
 
 
 
 



Novastar Resources Completes $15,000,000 Private Placement With Select
Institutional Investors

NEW YORK, May 4 /PRNewswire-FirstCall/ -- Novastar Resources Ltd. (OTC Bulletin Board: NVAS -
News) has today announced the successful completion of a $15,000,000 private placement, which was
ioversubscribed due to strong investor interest in the Company's business plan and future prospects.
Proceeds will be used to enhance the Thorium Power portfolio of intellectual property, develop strategic
alliances in the nuclear industry, and strengthen the company's balance sheet. The vast majority of the
capital was raised from prominent institutional investors. The Company does not anticipate requiring
additional funding for the foreseeable future. Complete details of this oversubscribed financing will be
disclosed in a Form 8K, to be filed with the SEC shortly.
Seth Grae, President & CEO of Novastar Resources, commented "The completion of this private
placement enables our company to advance Thorium Power's proprietary technologies and strategic
position in the nuclear power industry. We are pleased to have included such prestigious institutional
investors as participants in this private placement. We expect to show the investment community great
progress in implementing our business strategy over the short, intermediate, and long terms."
Because the private placement was oversubscribed, the Company received and accepted more than
$15,000,000 in conjunction with this financing. Additionally a small percentage of this financing was
comprised of accredited individual investors.
On February 14, 2006 Novastar Resources signed a definitive merger agreement with Thorium Power,
Inc. to combine the two companies. Shareholders of Thorium Power, Inc. recently approved the merger
with Novastar Resources, which is expected to close during the second calendar half of 2006. The
name of the Company will change to Thorium Power Ltd. and a new trading symbol will be requested.
The securities offered in the private placement to the investors were not registered under the Securities
Act of 1933 as amended (the "Act"), and may not be offered or sold in the United States absent
registration, or an applicable exemption from registration, under the Act.
About Novastar Resources
Novastar Resources is a publicly traded company within the commercial mining sector and is a
commercial mining firm engaged in the exploration of thorium, a naturally occurring metal that can be
used to provide nuclear energy, with non-proliferation, waste and economic advantages, in comparison
to standard uranium fuels. Novastar Resources' stock is traded and quoted on the OTC Bulletin Board
under the symbol "NVAS.OB". Further information is available on Novastar Resources' website at
http:/www.novastarresources.com.
About Thorium Power
Thorium Power was founded in 1992 to develop technology invented by Dr. Alvin Radkowsky, the first
chief scientist of the U.S. Naval Reactors program under Admiral H.G. Rickover from 1950-1972 and
head of the design team of the first commercial nuclear power plant in Shippingport, Pennsylvania.
Thorium Power was formed to develop and deploy nuclear fuel designs developed by Dr. Radkowsky to
stop the production of weapons suitable plutonium and eliminate existing plutonium stockpiles. Thorium
Power has been collaborating with nuclear scientists and engineers at Russia's prestigious Kurchatov
Institute since 1994. For more information, please visit http://www.thoriumpower.com.
DISCLAIMER
This press release may include certain statements that are not descriptions of historical facts, but are
forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section
21E of the Securities Exchange Act of 1934. These forward-looking statements may include the
description of our plans and objectives for future operations, assumptions underlying such plans and
objectives, statements regarding benefits of the proposed merger and other forward-looking
terminology such as "may," "expects," "believes," "anticipates," "intends," "expects," "projects" or similar
terms, variations of such terms or the negative of such
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terms. There are a number of risks and uncertainties that could cause actual results to differ materially
from the forward-looking statements made herein. These risks, as well as other risks associated with
the merger, will be more fully discussed in any joint proxy statement or prospectus or other relevant
document filed with the Securities and Exchange Commission in connection with the proposed merger.
Such information is based upon various assumptions made by, and expectations of, our management
that were reasonable when made but may prove to be incorrect. All of such assumptions are inherently
subject to significant economic and competitive uncertainties and contingencies beyond our control and
upon assumptions with respect to the future business decisions which are subject to change.
Accordingly, there can be no assurance that actual results will meet expectations and actual results
may vary (perhaps materially) from certain of the results anticipated herein.

 
 
 


