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Valley of the kings

Proposed merger:

BrightStar Resources (BUT) and Rift Valley Resources (RFV) have announced a proposed
merger of equals by way of a Scheme of Arrangement. Under the scheme, each Rift
Valley share will receive 1.25 Brightstar shares.

The merger, pending shareholder approvals, is expected to be completed in late April /
early May 2012.

Impact: Positive

The merged entity would have a cash balance of ~$12.6m, and a market cap of ~$47m
(fully diluted).

The Company would be enhanced by the addition of experienced directors with Tanzania
experience and an in-country management team.

RFV would also bring in a pipeline of early exploration projects, including Golden Pride
North, Geita East, Maji Moto and Suguti. This brings the total tenement package to
~1,800km?.

View: Positive

The merger of two complementary businesses would create a Tanzania based gold
company with a healthy cash balance, a reinvigorated board, an in-country team and
advanced gold projects with existing JORC Resources.

The merger could create significant synergy with all the projects located in the Lake
Victoria Goldfield in Tanzania. Although RFV does not directly contribute additional
Resource ounces, a merger with RFV would expand BUT’s footprint in the region by
~1,400km?. The portfolio of early stage exploration projects covering prospective
greenstone terrane complements BUT's existing portfolio of more advanced projects.

Following the removal of illegal miners at BUT’s Kitongo Project early January, Argonaut
anticipates accelerated exploration activities upon the completion of the merger. Drilling
is set to commence late March.

Kitongo offers a near term Resource upgrade:

e  Open along strike and at depth

e  Limited drilling below 100m

e A number of good hits sit outside the current Resource

. Resource upgrade expected upon completion of drilling program

Recommendation: SPEC BUY
Analysts:
Patrick Chang S
Troy Irvin Spec Buy maintained.
Tim Serjeant
Argonaut Securities Research 1 BrightStar Resources




ARGONAUT

Proposed merger

Merger enables BUT to BrightStar Resources (BUT) and Rift Valley Resources (RFV) have announced a proposed
pursue Kitongo and Miyabi merger of equals by way of a Scheme of Arrangement. Under the scheme, each Rift Valley
more aggressively... share will receive 1.25 Brightstar shares. The merged entity would have a cash balance of

~$12.6m, and a market cap of ~$47m (fully diluted).

Table 1: Pro-forma Summary

Pro forma Merger Summary

BUT shares (m) 234
RFV shares (m) 104
Terms

BUT 1.25
RFV for 1

Expanded Capital Structure

BUT shares 234
New BUT shares to be issued 130
Share Price $0.13

Combined Group Summary
Shares Out 364

Implied Market Capitalisation 47

...BUT footfprint in the Lake

Victoria Goldfield expanded... ' o (&9 | 13
Unpaid capital 10
Enterprise Value 24
Resources* | 630|
EV / Resource oz 38.4

*50% Miyabi Resource

Source: Argonaut

The merger, pending shareholder approvals, is expected to be completed in late April / early
May 2012.

Additional projects

The merger could create significant synergy with all the projects located in the Lake Victoria
Goldfield in Tanzania. Although RFV does not directly contribute additional Resource ounces, a
merger with RFV would expand BUT’s footprint in the region by ~1,400km?. The portfolio of
early stage exploration projects covering prospective greenstone terrane complements BUT's
existing portfolio of more advanced projects.

...pipeline of early stage Figure 1: Golden Pride North and Suguti, project locations
exploration projects...

Source: RFV
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Reinvigorated board with in-
country management team...

...focused, cashed up
Tanzania gold company with
a pipeline of projects
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Figure 2: Igando, Geita East and Maji Moto, project locations
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Source: RFV

Enhanced Board

The proposed Board composition will see the addition of the following members:

e Didier Murcia (RFV), Non-Executive Chairman

Honorary Consul for Tanzania in Australia. Non-Executive Chairman of Centaurus Metals and
Non-Executive Director of Gryphon Minerals (GRY). Previously a director of emerging iron ore
producer Gindalbie Metals Limited.

e  Michael McKevitt (RFV), Managing Director

30 years experience in mining and resources. Has worked and lead teams in Africa (Ghana,
Burkina Faso, Zambia, and Tanzania), Indonesia, and the Philippines. Member of the
Australasian Institute of Mining and Metallurgy and a competent person for reporting
Exploration results and Mineral Resources accordance with the JORC Code (2004).

. Keith McKay (RFV), Non-Executive Director

Geologist with 40 years technical and corporate experience in the mining industry, particularly
in Botswana and Tanzania. Formerly Chairman of Gindalbie Metals, Managing Director of
Gallery Gold Limited, Australian Managing Director of Battle Mountain Gold Company and
Director of Niugini Mining Limited. Currently a director of Centaurus Metals Limited.

e  Gosbert Kagaruki (RFV), Non-Executive Director

20 years experience in the resource industry as a geologist and GIS expert. Has worked for
the Geological Survey in Tanzania, Rio Tinto (only Tanzanian professional staff member),
Southern and Eastern African Mineral Centre ("SEAMIC”) and Barrick (Tanzania). Managing
Director of Interactive Earth Imaging Limited which provides detailed geological advice,
including to BHP Billiton, Uranex Limited, Resolute Limited and Midland Minerals.

e Darpan Pindolia (RFV), Non-Executive Director

Born and raised in East Africa, Mr Pindolia is fluent in Swahili and has significant business
interests in Tanzania. Mr Pindolia has had considerable international experience in the
engineering sector in Tanzania, United Kingdom and Australia.

Given the modest Market Cap and large Board, Argonaut expects the number to be reduced in
the medium term.

Valley of the kings

The merger of two highly complementary business would create a Tanzania based gold
company with a healthy cash balance, a reinvigorated board, an in-country team and
advanced gold projects with existing JORC Resources. This allows the merged entity to rapidly
grow the Resource base at both Kitongo and Miyabi, as well as pursue other exploration
projects in the pipeline.
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Information Disclosure

Each research analyst of this material certifies that the views expressed in this research material accurately
reflect the analyst's personal views about the subject securities and listed corporations. None of the listed
corporations reviewed or any third party has provided or agreed to provide any compensation or other
benefits in connection with this material to any of the analyst(s).

General Disclosure and Disclaimer

This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330 650) (“ASPL") or by
Argonaut Securities (Asia) Limited (“"ASAL") for the use of the clients of ASPL, ASAL and other related
bodies corporate (the “Argonaut Group”) and must not be copied, either in whole or in part, or distributed
to any other person. If you are not the intended recipient you must not use or disclose the information in
this report in any way. ASPL is a holder of an Australian Financial Services License No. 274099 and is a
Market Participant of the Australian Stock Exchange Limited. ASAL has a licence (AXO 052) to Deal and
Advise in Securities and Advise on Corporate Finance in Hong Kong with its activities regulated by the
Securities and Futures Ordinance (“SFO”) administered by the Securities and Futures Commission (“*SFC")
of Hong Kong.

Nothing in this report should be construed as personal financial product advice for the purposes of Section
766B of the Corporations Act 2001 (Cth). This report does not consider any of your objectives, financial
situation or needs. The report may contain general financial product advice and you should therefore
consider the appropriateness of the advice having regard to your situation. We recommend you obtain
financial, legal and taxation advice before making any financial investment decision.

This research is based on information obtained from sources believed to be reliable and ASPL and ASAL
have made every effort to ensure the information in this report is accurate, but we do not make any
representation or warranty that it is accurate, reliable, complete or up to date. The Argonaut Group accepts
no obligation to correct or update the information or the opinions in it. Opinions expressed are subject to
change without notice and accurately reflect the analyst(s)’ personal views at the time of writing. No
member of the Argonaut Group or its respective employees, agents or consultants accepts any liability
whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or
further communication in relation to this research.

Nothing in this research shall be construed as a solicitation to buy or sell any financial product, or to engage
in or refrain from engaging in any transaction. The Argonaut Group and/or its associates, including ASPL,
ASAL, officers or employees may have interests in the financial products or a relationship with the issuer of
the financial products referred to in this report by acting in various roles including as investment banker,
underwriter or dealer, holder of principal positions, broker, director or adviser. Further, they may buy or sell
those securities as principal or agent, and as such may effect transactions which are not consistent with the
recommendations (if any) in this research. The Argonaut Group and/or its associates, including ASPL and
ASAL, may receive fees, brokerage or commissions for acting in those capacities and the reader should
assume that this is the case.

There are risks involved in securities trading. The price of securities can and does fluctuate, and an
individual security may even become valueless. International investors are reminded of the additional risks
inherent in international investments, such as currency fluctuations and international stock market or
economic conditions, which may adversely affect the value of the investment.

The analyst(s) principally responsible for the preparation of this research may receive compensation based
on ASPL’s and / or ASAL’s overall revenues.

Hong Kong Distribution Disclosure

This material is being distributed in Hong Kong by Argonaut Securities (Asia) Limited which is licensed (AXO
052) and regulated by the Hong Kong Securities and Futures Commission. Further information on any of
the securities mentioned in this material may be obtained on request, and for this purpose, persons in the
Hong Kong office should be contacted at Argonaut Securities (Asia) Limited of Unit 701, 7/F, Henley
Building, 5 Queen’s Road Central, Hong Kong, telephone (852) 3557 48000.

© 2011. All rights reserved. No part of this document may be reproduced or distributed in any manner
without the written permission of Argonaut Securities Pty Limited and / or Argonaut Securities (Asia)
Limited. Argonaut Securities Pty Limited and Argonaut Securities (Asia) Limited specifically prohibits the
re-distribution of this document, via the internet or otherwise, and accepts no liability whatsoever for the
actions of third parties in this respect.
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