GOLDEN CROSS RESOURCES LTD

ABN 65 063 075 178

22 Edgeworth David Ave
Hornsby NSW 2077
Phone (02) 9472 3500
Fax (02) 9482 8488

16 December 2013

HQ Mining Resources, GCR’s major shareholder, has provided a binding
proposal to subscribe for a placement or underwrite a rights issue

HQ Mining has provided a counter-proposal to the one offered by Heron Resources as
reported to the ASX on 16" December.

The HQ Mining proposal is set out in the accompanying document and consists of two
options; a placement subscription for a maximum of 680 million shares to raise $3.4
million or a minimum of 375,970,579 shares to raise $1.87 million matching the Heron
Offer or an offer to underwrite a rights issue for the same numbers of shares as for the
placement proposal.

Should the Company proceed to any new rights issue, the Corporations Act would
preclude the Company from accepting an underwriting offer from HQ Mining unless
management is unable to secure underwriting from other sources, including Heron."

The Golden Cross board is meeting at 11am today to consider the Heron and HQ
Mining offers.

Yours faithfully,

Kim Stanton-Cook
Managing Director



HQ Mining Resources Holding Pty Ltd

The Chairman

Golden Cross Resources Limited
22 Edgeworth David Ave
Hornsby NSW 2077

Dear Chairman,

HQ Mining Resources Holding Pty Ltd (HQ) and its associated entities are pleased to
provide the following binding proposal to Golden Cross Resources Limited (GCR).

HQ is glad to see the ongoing interest in GCR in the market, including the binding placement
proposal by Heron Resources Limited (Heron) dated 16 December 2013 to subscribe for 19.9%

of GCR’s post-placement issued capital (Heron Proposal).

HQ remains committed to GCR but was unable to participate in the rights issue earlier in the
year due to matters beyond its control. As you know, HQ sought an extension of the rights
issue timetable to permit it to participate, but this was not possible under the ASX Listing
Rules. HQ would like to honour its commitment of A$3.4 million of capital at the rights issue
price of A$0.005 per share as previously indicated. Accordingly, HQ proposes the following
capital injection to GCR on terms superior to the Heron Proposal. To maximise GCR’s
flexibility, HQ would be happy to for its injection to take the form of either of the two

structures below, as selected by GCR.
Option 1: Placement

HQ will, subject to the limited conditions set out below, subscribe for 680,000,000 ordinary
shares in GCR (or such lesser amount determined by GCR, but not less than 375,970,579

ordinary shares) for an issue price of A$0.005 per share.
This option would be subject to the following conditions:

(1) GCR shareholder approval, as required by the Corporations Act 2001 and the
ASX Listing Rules; and
(2) the Heron Proposal not proceeding and there being no intervening share issues by

GCR (other than as approved by HQ).
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Option 2: Underwritten rights issue

HQ will, subject to the limited conditions set out below, take up its entitlement under, and
underwrite, a further rights issue by GCR to issue 680,000,000 ordinary shares (or such lesser
amount determined by GCR, but not less than 375,970,579 ordinary shares) at an issue price
of A$0.005 per share.

This option would be subject only to the Heron Proposal not proceeding and there being no

intervening share issues by GCR (other than as approved by HQ).
Superior to the Heron Proposal

HQ considers that either option above is materially superior to the Heron Proposal for reasons

including:

- it provides GCR with the option of raising a greater amount of capital to meet its budgeted

needs;

- in the case of Option 2, it has the advantage of allowing existing GCR shareholders to avoid

dilution, but with the advantage of certainty of funds for GCR;

- each of Options 1 and 2 above is subject to far fewer conditions than the highly conditional
Heron Proposal. This increases execution certainty for GCR and maximises GCR’s

operational flexibility while the transaction is implemented; and

- neither of Options 1 or 2 above requires changes to GCR’s established board of directors or

commits GCR to how the capital raised is to be deployed.

HQ is ready to proceed with its proposal at GCR’s earliest convenience and can provide draft
transaction agreements to GCR for finalisation upon acceptance of its proposal. Under either
option funds would be available by 20 Feb 2014 (in each case against issue of the relevant

shares and subject, in the case of Option 1, to passage of the required shareholder resolution).

GCR’s share price has suffered substantially over the past year, and HQ considers that
assisting GCR to raise capital on the basis proposed above will benefit the company’s
existing shareholders. It also avoids creating a new blocking stake in GCR, which would be

the effect of the Heron Proposal.




AN

s,

HQ Mining Resources Holding Pty Ltd

HQ, under Mr Li’s direction, has a track record of giving autonomy to GCR’s management
while providing metallurgical and mining expertise to the company. Mr Li has long term
mining interests with successful mining exploration, development and operations. HQ views
its proportionate level of investment in GCR as an important factor in its ongoing support of

the company and its direction.

HQ’s offer, as set out above, will expire at 5.00pm (Perth time) on 23 December 2013, unless
extended before that time. HQ may also withdraw this offer at any prior time unless it has
been accepted by GCR. Upon expiry or withdrawal of this offer, HQ will be under no

obligation to proceed with the proposal set out above.

HQ looks forward to GCR’s response to this offer at its earliest convenience.

Kind regards

naging Director of HQ Mining Resources Holding Pty Ltd






