Highlands Pacific Limited

NOTICE OF ANNUAL GENERAL MEETING

EXPLANATORY MEMORANDUM

AND

PROXY FORM

Thursday, 21 May 2009 at 10:00 am
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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the 12t Annual General Meeting of members of Highlands Pacific
Limited will be held in Balroom 2, Crowne Plaza Hotel, cnr Hunter & Douglas Streets, Port
Moresby, Papua New Guinea on Thursday, 21 May 2009 at 10:00am.

AGENDA

ORDINARY BUSINESS

1. To receive accounts and reports
To receive and consider the accounts (including balance sheet and income statement) for the year ended
31 December 2008, together with the reports of the Directors and the Auditors thereon, and if thought fit, pass the
following resolution:

“That the accounts (including balance sheet and income statement) for the year ended 31 December 2008 are hereby
adopted”.

2. Election of Director — lan Burvill
To consider and, if thought fit, pass the following resolution:

“That Mr lan Burvill, retiring in accordance with Regulation 10.3(b) of the Company’s Constitution and being eligible, be
elected as a Director of the Company”.

3. Election of Director - Fiu Williame-lgara
To consider and, if thought fit, pass the following resolution:

“That Ms Fiu Williame-Igara, retiring in accordance with Regulation 10.3(b) of the Company’s Constitution and being
eligible, be elected as a Director of the Company”.

4, Approval of Auditors
To consider and, if thought fit, pass the following resolution:

“That Messrs PricewaterhouseCoopers be appointed as Auditors of the Company”.

SPECIAL BUSINESS

5. Approval of Executive Share Option Scheme
To receive and consider the Executive Share Option Scheme and, if thought fit, pass the following resolution:

"That, in accordance with Listing Rules 7.2 Exception 9(b), that the Executive Share Option Scheme attached to the Notice
of Meeting be approved."
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The Company will, in accordance with Rule 14.11 of the Listing Rules, disregard any votes cast in respect of
this resolution by any Director who is eligible to participate in the scheme and any associate of the Director.

However, the Company will not disregard any votes on the resolution if:
e ltis cast by a person as proxy for a person who is entitled to vote, in accordance with the directions
on the proxy form; or
e It is cast by the person chairing the meeting as proxy for a person who is entitled to vote, in
accordance with a direction on the proxy form to vote as the proxy decides.

NOTES

6. Approval of issue of executive options to Managing Director
To consider and, if thought fit, pass the following resolution:
“That, in accordance with Listing Rule 10.14, the issue of 2,000,000 executive options to Mr John Gooding, the Managing

Director of the Company, under the Executive Share Option Scheme in accordance with the terms described in the
Explanatory Memorandum is approved.”

The Company will, in accordance with Rule 14.11 of the Listing Rules, disregard any votes cast in respect of
this resolution by any Director who is eligible to participate in the scheme and any associate of the Director.

However, the Company will not disregard any votes on the resolution if:
e ltis cast by a person as proxy for a person who is entitled to vote, in accordance with the directions
on the proxy form; or
e It is cast by the person chairing the meeting as proxy for a person who is entitled to vote, in
accordance with a direction on the proxy form to vote as the proxy decides.

NOTES

Proxy

As a member of the Company you are entitled to appoint a proxy to attend this meeting on your behalf. The proxy does not need
to be a member of the Company. If you are entitled to cast two (2) or more votes, you are entitled to appoint not more than two
(2) proxies and may specify the proportion or number of votes each proxy is appointed to exercise.

If you wish to appoint a proxy, please fill out, sign and return the attached proxy form as directed by the notes on the proxy form.
For the purposes of the meeting, shares will be taken to be held by the persons who are the registered holders at 10.00am (Port

Moreshy and Brishane time) on Tuesday, 19 May 2009. Accordingly, share transfers registered after that time will be
disregarded in determining entitiements to attend and vote at the meeting.

INCORPORATION OF EXPLANATORY MEMORANDUM

The Explanatory Memorandum to Shareholders attached to this Notice of Meeting, is hereby incorporated into and forms part of
this Notice of Meeting.

By Order of the Board

C.T. LENNON
COMPANY SECRETARY

16 April 2009
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EXPLANATORY MEMORANDUM

INTRODUCTION

The purpose of this Explanatory Memorandum is to provide shareholders with information to assist them in assessing
the merits of the resolutions contained in the accompanying Notice of Annual General Meeting of Highlands Pacific
Limited (Highlands).

The Board recommends that shareholders read this Explanatory Memorandum in full before making any decision in
relation to the resolutions.

RESOLUTION 2
ELECTION OF DIRECTOR - IAN BURVILL

Mr lan Burvill retires from his position as Director in accordance with the retiring-by-rotation provisions of Regulation
10.3(b) of the Company’s Constitution.

Mr Burvill has an extensive background in mining finance and engineering. He is a Senior Vice President with
Resource Capital Funds (RCF), a resource-focused private equity firm that is Highlands' largest shareholder. Before
joining RCF, Mr Burvill was an Associate Director in the resource banking department of Rothschild Australia Limited,
and prior to that held design and project engineering positions with Minproc Engineers and Lycopodium. He is
currently a Non-Executive Director of both Highlands and the Toronto listed Australian Solomons Gold Limited and
has previously served as a Non-Executive Director of five other listed and unlisted mining companies.

Mr Burvill brings to Highlands his knowledge of project development, debt and equity markets, and mining asset
transactions. He is able to share this experience with the Board and management of Highlands when setting and
implementing company strategy.

The Board recommends the re-election of Mr Burvill as a Director.

RESOLUTION 3
ELECTION OF DIRECTOR - FIU WILLIAME-IGARA

Ms Fiu Williame-lgara retires from her position as Director in accordance with the retiring-by-rotation provisions of
Regulation 10.3(b) of the Company’s Constitution.

Ms Williame-lgara brings to the Board extensive experience in government affairs, economic and social development
issues at the national, pacific regional and international levels. She is currently advisor in the Public Sector Reform
Unit of the Department of Prime Minister & National Executive Council. Prior to this, Ms Williame-lgara held senior
management roles in the Departments of Finance and Planning in Papua New Guinea managing relationships,
development programs and financing both from bilateral sources and financial development institutions. She also
served with the Pacific Forum Secretariat in Fiji. Ms Williame-Igara is also Managing Director of her family business
which is engaged in real estate and management advisory services. Ms Williame-Igara holds a BA from University of
the South Pacific (Fiji) and a Masters in Public Policy from the Sydney University.

The Board recommends the re-election of Ms Williame-lgara as a Director.
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RESOLUTION 5
APPROVAL OF EXECUTIVE SHARE OPTION SCHEME

Resolution 5 seeks shareholder approval under ASX Listing Rule 7.2 Exception 9(b) and POMSoX Listing Rule 7.2
Exception 9(b) for the Executive Share Option Scheme (Scheme), the terms of which are set out in Attachment A.

The original Scheme was approved by shareholders on 8 April 1997 and the current Board believes it is appropriate
to renew this approval. The amendments to the Scheme centre around the removal of clauses relating to the initial
issue of options to the Non-Executive Directors at Highlands' initial public offer and therefore simplifying the Scheme
documentation. The Scheme now allows the Directors to determine the Exercise Price and Option Period at their
discretion.

Information relevant to Resolution 5 is as follows:

Identity of persons entitled to participate in the Scheme

The Managing Director and other executives who are employed by Highlands on a full time or permanent part time
basis are entitled to participate in the Scheme. However, any options issued to the Managing Director will be subject
to further shareholder approval (see Resolution 6).

Options already issued

For the purpose of Listing Rule 7.2 Exception 9(b), 31,390,000 options have been issued under the Scheme since it
was originally approved on 8 April 1997. The options were issued for no consideration and no options have ever
been exercised. 22,990,000 options remain outstanding.

Voting exclusion

In accordance with Listing Rule 14.11, Highlands will disregard any votes cast by any Director who is eligible to
participate in the Scheme and any associate of the Director in respect of this resolution (the only eligible Director is
Mr Gooding as he is the only Executive Director).

Directors recommendation

Each of the Directors (other than Mr Gooding) recommends the approval of the Scheme and recommends that you

vote in favour of this resolution. Mr Gooding makes no recommendation in view of his personal interest in the
outcome. None of the Directors (other than Mr Gooding) have an interest in the outcome of the resolution.
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RESOLUTION 6
APPROVAL OF ISSUE OF EXECUTIVE OPTIONS TO MANAGING DIRECTOR

Background and reason for the proposal

The purpose of Resolution 6 is to approve the grant of up to 2,000,000 options (Options) to Mr Gooding, the
Managing Director of Highlands under the Scheme.

The Board wants to ensure that the remuneration of Highlands' executives is in line with the market and that there is
an effective incentive for the executives to improve Highlands' performance and the value of investments of the
shareholders.

Subject to approval by shareholders, the Board proposes that the Options be issued to Mr Gooding under the
Scheme and on the terms summarised below. In the Board's view the share price performance hurdle, which must
be satisfied before the Options are exercisable, link the ultimate value of the Options to the continued growth in
Highlands' earning and further improvement in total shareholder returns.

Shareholder approval and the proposal

The Board believes that the granting of the Options to Mr Gooding under the Scheme could be regarded as the
giving of a financial benefit to a related party of Highlands which requires approval of shareholders in a General
Meeting.

The Australian Securities Exchange (ASX) also requires Highlands to obtain the approval of shareholders for the
issue of options to a Director under an employee incentive scheme.

Terms of issue of the Options

Approval is sought under ASX Listing Rule 10.14, for the issue to Mr Gooding, the Managing Director of Highlands, of
2,000,000 Options, the terms of which are set out below. On satisfaction of the relevant vesting conditions as
referred to below, Mr Gooding will be entitled to exercise each Option at the Exercise Price and be issued with one
fully paid ordinary share (Share) in Highlands (subject to the terms of issue of the Options relating to capital of
Highlands (see clause 7 of Attachment A) and other matters required by the Listing Rules). The Options may be
exercised in whole or in part.

No. of Options Share Price Exercise Price—  Aggregate Value ~ Vesting Date**** Expiry Date
Performance per Share of the Options
Hurdle - VWAP* (AUD)** (AUD)***
per Share (AUD)
2,000,000 0.156 0.078 36,916 28 Feb 11 28 Feb 2013

*YWAP means the volume weighted average share price for Highlands' shares on ASX in 20 consecutive trading
days.

**Exercise price was set at the VWAP for the 20 consecutive days ending 29 January 2009. Share price
performance hurdle was set at two times the exercise price.

***The aggregate value of the Options was calculated independently using the Black Scholes option pricing model
that takes into account the exercise price, the term of the Option, the vesting and performance criteria, the impact of
dilution, the non-tradeable nature of the Option, the share price at grant date and the expected price volatility of the
underlying share, the expected dividend yield and the risk free interest rate of the term of the option. The Board
draws Shareholders’ attention to the fact that the stated valuation does not constitute and should not be taken as
audited financial information. The Board believes the method of valuation is appropriate in these circumstances.

****\/esting Date is the date by which the share price performance hurdle is required to be met in order for the
Options to be exercisable. If the share price performance hurdle is met by this date, the Options can then be
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exercised up to the expiry date. If the share price performance hurdle is not met by this date, then the Option
expires.

Mr Gooding currently holds12,000,000 options previously issued under the Scheme, as follows:

No. of Options Price Hurdle - VWAP Exercise Price — Vesting Date Expiry Date
(AUD) (AUD)

1,500,000 0.25 0.155 21 May 07 21 May 2010

3,500,000 0.35 0.155 21 May 08 21 May 2010

5,000,000 0.50 0.155 21 May 09 21 May 2010

2,000,000 0.30 0.135 28 Feb 11 28 Feb 2013

Terms of the Scheme

The full terms of the Scheme under which the Options may be issued are set out in Attachment A to this Explanatory
Statement.

Other information relating to the proposed grant of Options

In accordance with Listing Rules 10.14 and 10.15, the following information is provided for shareholders:

Identity of persons entitled to participate in the Scheme

The Managing Director and other executives who are employed by Highlands on a full time or permanent part time
basis are entitled to participate in the Scheme. However, any options issued to the Managing Director are subject to
shareholder approval.

Maximum number of options that may be issued

The maximum number of Options that may be acquired by Mr Gooding under this resolution is 2,000,000 Options.
Effect of the proposal

If all of Mr Gooding’s options which he currently holds and the Options currently under consideration are exercised,
based on the current number of issued shares in Highlands, he would hold approximately 2.1% of the issued shares
in Highlands.

Use of funds raised

The funds raised by the exercise of the Options will be used by Highlands for working capital.

Consideration of options

The Options will be issued for no consideration.

How an issue of Shares will affect the Exercise Price

If Highlands makes a pro rata issue of Shares to shareholders (other than a bonus issue), the Exercise Price of the
Options is be reduced in accordance with the formula set out in clause 6 of the terms of the Scheme (see Annexure
A).

How an issue of bonus Shares will affect the number of Shares to be issued by the exercise of the Options

If Highlands makes a bonus issue of Shares to shareholders, the number of Shares over which an Option is

exercisable is increased by the number of bonus Shares which Mr Gooding would have received if the Option had
been exercised before the record date of the bonus Shares.
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Issue of options since last approval

No persons referred to in Listing Rule 10.14 have received securities under the Scheme since the last shareholder
approval (being the Special Meeting of Shareholders of 20 May 2008 — Resolution 8).

Terms of any loan in relation to the acquisition
No loan will be provided by Highlands in relation to the grant or exercise of the Options.
Voting exclusion

In accordance with Listing Rule 14.11, Highlands will disregard any votes cast by Mr Gooding and any associate of
Mr Gooding in respect of this resolution.

Issue date of the Options

The Options, if approved, will be issued by Highlands to Mr Gooding within three months of the date of shareholders
approval.

Directors recommendation
Each of the Directors (other than Mr Gooding) recommends the issue of the Options to Mr Gooding for the reason set
out above and recommends that you vote in favour of this resolution. Mr Gooding makes no recommendation in view

of his personal interest in the outcome. None of the Directors (other than Mr Gooding) have an interest in the
outcome of the resolution.
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Attachment A

EXECUTIVE SHARE OPTION SCHEME
TERMS AND CONDITIONS
1. INTERPRETATION
11 The following words have these meanings in this Scheme unless the contrary intention appears.
“ASX” means Australian Stock Exchange Limited.
“Business Day” has the meaning given to that term in the Listing Rules.
“Companies Act” means Companies Act Chapter 196 of the Revised Laws of Papua New Guinea.
“Company” means HIGHLANDS PACIFIC LIMITED.
“Directors” means the Directors of the Company from time to time.
“Eligible Person” means an Executive.

“Executive” means an Executive who is employed by the Company on a full time or permanent part
time basis.

“Exercise Notice” means a notice in substantially the same form as that contained in the Schedule.
“Exercise Price” as defined by the Board.

“Listing Rules” means the official listing rules from time to time of ASX.

“Option” means an option to acquire a Share at the Exercise Price.

“Option Period” as defined by the Board.

“Participant” means an Eligible Person who has been issued and presently holds Options.
“Record Date” has the meaning given to that term in the Listing Rules.

“Scheme” means the executive share option scheme of the Company comprising the terms and
conditions herein set out.

“Share” means a fully paid ordinary share in the capital of the Company.
“Takeover Offer” means a take-over offer as defined in the Companies Act.
12 The singular includes the plural and vice versa.

1.3 The masculine includes the feminine and neuter; the feminine includes the masculine and neuter, the
neuter includes the masculine and feminine.

2. ISSUE OF OPTIONS

2.1 The Directors may issue Options to Eligible Persons.
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2.2

2.3

24

31

3.2

3.3

34

35

3.6

3.7

4.

41

4.2

The number of Options on issue at any time pursuant to this Scheme shall not exceed the number
equivalent to 5% of the number of Shares then on issue.

The Directors may in their sole discretion select Eligible Persons to whom Options shall be offered and
determine the number of Options to be offered to an Eligible Person.

The number of Options to be offered to an Eligible Person under the Scheme shall be notified in a letter

of offer from the Company. Acceptance of such offer shall be in writing in a form acceptable to the
Directors.

EXERCISE

Each Option shall entitle the Participant to subscribe for one Share upon exercise of the Option.

Subject to clause 3.7, the Options may be exercised during the Option Period at the times and subject
to any share price performance hurdles determined by the Directors and notified in the letter of offer

issued pursuant to clause 2.4.

The Options shall be exercisable wholly or in part by delivering to the Company at its registered office a
duly completed and executed Exercise Notice.

Shares issued pursuant to the exercise of Options will be allotted not more than 15 Business Days after
(but not including) the date of receipt by the Company of:

(a) the Exercise Notice;
(b) the option certificate; and
(c) payment of the Exercise Price.

The Participant's right to exercise the Options shall continue until the expiration of the Option Period,
subject to the following conditions:

3.5.1 In the event of a Participant ceasing to be an Eligible Person (except in the case of normal
retirement, retrenchment or death), any Options held by the Participant and not at that time
exercised shall, if the option period has not commenced, lapse immediately upon termination
of employment; if the exercise period has commenced , the options will lapse at the end of the
exercise period, unless the Directors in their absolute discretion determine otherwise.

3.5.2 If a Participant ceases to be an Eligible Person due to normal retirement or retrenchment prior
to the expiration of the Option Period, the Participant’s rights to exercise Options shall continue
in accordance with this Scheme.

3.5.3 If a Participant dies whilst an Eligible Person prior to the expiration of the Option Period, the
Participant's Options shall vest in the Participant's executor and/or administrator, as the case
may be.

Each Option may be exercised at the Exercise Price.

Notwithstanding any other provision of this Scheme, each Option shall become exercisable immediately
upon any person making a Takeover Offer in relation to the Shares.

SHARE RANKING AND QUOTATION
Options will not confer an entitlement to share in dividends declared and paid by the Company.

Options will not be quoted by ASX.
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4.3

44

5.1

6.1

6.2

where:

6.3

7.1

Each Share issued pursuant to the exercise of an Option shall rank equally in all respects with the
issued Shares.

The Company shall apply for official quotation by ASX of Shares issued pursuant to the exercise of
Options within the period required by the Listing Rules.

ASSIGNMENT

Options are not assignable or transferable except in the case of the death of a Participant when Options
may be transmitted to the personal representative of the deceased.

NEW ISSUES
Option holders are not permitted to participate in new issues of securities made by the Company.

In the event that the Company makes a pro rata issue of Shares to its shareholders (other than a bonus
issue), the Exercise Price of Options shall be reduced in accordance with the following formula:

E=P-(S+D)
N+1

E= The new exercise price (which shall not be less than the par value of the Shares).

P= the weighted average market price of Shares sold in the ordinary course of trading on ASX
during the 5 trading days ending on the day before the ex rights date or ex entitlements date.

S= the subscription price for securities under the pro rata issue.

D= any dividends due but not yet paid on existing Shares (except those to be issued under the pro
rata issue).

N = the number of securities with rights or entitlements required to be held to receive a right to one
new security.

In the event that the Company makes a bonus issue of securities to the holders of Shares, the number
of Shares over which an Option is exercisable shall be increased by the number of bonus Shares which
the Option holder would have received if the Option had been exercised before the Record Date.

RECONSTRUCTION
In any reconstruction, Options shall be treated in the following manner:

(a) in the event of a consolidation of the share capital of the Company, the number of Options
shall be consolidated in the same ratio as the ordinary share capital and the Exercise Price
shall be amended in inverse proportion to that ratio;

(b) in the event of a subdivision of the share capital of the Company, the number of Options shall
be subdivided in the same ratio as the ordinary share capital and the Exercise Price shall be
amended in inverse proportion to that ratio;

() in the event of a reduction of par value by return of share capital, the number of Options shall
remain the same and the Exercise Price of each Option shall be reduced by the same amount
as the reduction of the par value of each ordinary Share;
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(d) in the event of a reduction of par value of each Share by a cancellation of share capital that is
either lost or not represented by available assets the number of Options and the Exercise
Price of each Option shall remain unaltered;

(e) in the event of a pro rata cancellation of Shares, the number of Options shall be reduced in the
same ratio as the ordinary share capital and the Exercise Price of each Option shall be
amended in inverse proportion to that ratio;

M in the event of any other reconstruction of the share capital of the Company, the number of
Options or the Exercise Price of the Options or both shall be reorganised in a manner which
will not result in any benefits being conferred on Option holders which are not conferred on
shareholders; and

(9) nothing in this clause presents a rounding up of the number of Shares to be received on
exercise of an Option if the rounding up is approved at the meeting of security holders which
approves the reconstruction.

8. ADMINISTRATION AND AMENDMENT OF PLAN

The Scheme shall in all respects be administered by the Directors, who may make such rules for the
conduct of the Scheme consistent with its terms and conditions as they see fit.

The terms and conditions of the Scheme may be altered by special resolution of the Company in

general meeting. At any meeting called to approve an alteration of the Scheme, the shareholders who
are eligible to participate in the Scheme and their associates shall not vote on the matter.
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	4.4 The Company shall apply for official quotation by ASX of Shares issued pursuant to the exercise of Options within the period required by the Listing Rules. 

	5. ASSIGNMENT 
	5.1 Options are not assignable or transferable except in the case of the death of a Participant when Options may be transmitted to the personal representative of the deceased. 

	6. NEW ISSUES 
	6.1 Option holders are not permitted to participate in new issues of securities made by the Company. 
	6.2 In the event that the Company makes a pro rata issue of Shares to its shareholders (other than a bonus issue), the Exercise Price of Options shall be reduced in accordance with the following formula: 
	6.3 In the event that the Company makes a bonus issue of securities to the holders of Shares, the number of Shares over which an Option is exercisable shall be increased by the number of bonus Shares which the Option holder would have received if the Option had been exercised before the Record Date. 

	7. RECONSTRUCTION 
	7.1 In any reconstruction, Options shall be treated in the following manner: 

	 
	8. ADMINISTRATION AND AMENDMENT OF PLAN 
	The Scheme shall in all respects be administered by the Directors, who may make such rules for the conduct of the Scheme consistent with its terms and conditions as they see fit. 
	The terms and conditions of the Scheme may be altered by special resolution of the Company in general meeting.  At any meeting called to approve an alteration of the Scheme, the shareholders who are eligible to participate in the Scheme and their associates shall not vote on the matter. 






