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CAUTIONARY STATEMENT CONCERNING
FORWARD-LOOKING STATEMENTS

This prospectus and other documents incorporated by reference into this prospectus contain or may contain “forward
looking statements.” These forward-looking statements include, without limitation, those statements as to:

- the amount, timing and form of consideration to be received by Thorium Power security holders in the merger;
- the anticipated closing date of the merger;
- the anticipated tax treatment of the merger;
- the benefits expected to result from the merger;

- the future business activity, performance and financial condition of Novastar and its subsidiaries following the
merger;

- the ability to realize the synergies and other perceived advantages resulting from the merger; and
- the ability to retain key personnel before and after the merger.

Any statements contained herein, including, without limitation, statements to the effect that Novastar or Thorium

Power or their respective management “believes,” “expects,” “anticipates,” “plans,” “may,” “will,” “projects,” “continues,” “e:
statements concerning “potential” or “opportunity” or other variations thereof or comparable terminology or the negative
thereof, that are not statements of historical fact should be considered forward-looking statements. Actual results

could differ materially and adversely from those anticipated in the forward-looking statements as a result of several

factors, including those set forth in “Risk Factors” beginning on page 10, which you should review carefully.

29 ¢ 29 ¢ LT3 9 ¢

You are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date of
this prospectus. Neither Novastar nor Thorium Power undertakes any obligation to publicly update or release any
revisions to these forward-looking statements to reflect events or circumstances after the date of this prospectus or to
reflect the occurrence of unanticipated events, except as required by law.

\%
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SUMMARY

The following is a summary that highlights information contained in this prospectus. This summary may not contain
all of the information that may be important to you and it is qualified in its entirety by the more detailed information
appearing elsewhere in this document or that is incorporated by reference or attached as Annexes to this document.
Page references are included in parentheses to direct you to a more complete description of the items presented in this
summary. You may obtain the information incorporated by reference into this prospectus without charge by following
the instructions in the section entitled “Where You Can Find More Information” beginning on page 108f this
prospectus. Novastar has supplied all information contained in this prospectus relating to Novastar and TP Acquisition
Corp. (“TP Acquisition”) and Thorium Power has supplied all information contained in this prospectus relating to
Thorium Power.

THE COMPANIES

Novastar Resources Ltd. and TP Acquisition Corp.

Novastar Resources Ltd.
TP Acquisition Corp.
8300 Greensboro Drive
Suite 800

McLean, VA 22102
(703) 287-8743

Novastar is currently a mineral exploration company. Novastar has mineral leases and claims located in Alabama
and Queensland, Australia. These are exploration stage mineral properties prospective for thorium, platinum and other
rare earth minerals.

Novastar’s objective is to become a global supplier of thorium to the nuclear energy industry. To this end, Novastar has
acquired, and may acquire, both physical properties and rights to properties that contain monazite deposits. Properties
of interest to Novastar contain both monazite stockpiles and in ground concentrations of monazite.

Novastar was incorporated under the laws of the State of Nevada on February 2, 1999. On February 2, 2001, Novastar
acquired 100% of the issued and outstanding capital stock of Custom Branded Networks, Inc. (“CBN”), a Delaware
corporation, in exchange for 25,000,000 shares of Novastar. Novastar then changed its name to Custom Branded
Networks, Inc. on or about May 29, 2001. The business of CBN, the Delaware corporation which was Novastar’s
wholly owned subsidiary, was the provision of turnkey private label Internet solutions to businesses and private
organizations.

In May of 2003 Novastar began actively looking for other business opportunities that would provide superior
economic opportunity, and in January 2005 it retained consultants to assist in the identification of opportunities in the
nuclear sector, particularly with respect to thorium fuel and technology. Effective May 10, 2005, Novastar changed its
name to Novastar Resources Ltd. During the period from September through December 2005, Novastar entered into
three agreements to acquire mining interests in two properties in Alabama and one property in Queensland, Australia.
In the same time frame, Novastar began discussions with Thorium Power that led to the merger agreement.

1
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TP Acquisition Corp. is a newly formed Delaware corporation formed solely to effect the merger with Thorium Power
and has no business or assets.

Thorium Power. Inc.

Thorium Power, Inc.
8300 Greensboro Drive
Suite 800

McLean, VA 22102
(703) 918-4918

Thorium Power is a Delaware corporation that was incorporated on January 8, 1992. Thorium Power has patented
proprietary nuclear fuel designs for use in certain existing commercial nuclear power plants. Its designs are for fuels
that will serve

- the market for U.S. and Russian weapons grade plutonium disposition;
- the market for disposition of plutonium in spent nuclear fuel; and
- the market for commercial nuclear fuel.

The above designs require additional developmental work to be used in reactors, and Thorium Power plans to fully
develop and commercialize these fuel designs with the cooperation of U.S. and foreign governments and other nuclear
businesses.

Thorium Power has built a project structure that includes access to several hundred nuclear scientists and engineers at
several nuclear research institutes and fuel fabrication plants in Russia that are developing and testing the fuel designs.

Once the fuels are further developed and tested, Thorium Power plans to license its intellectual property rights to fuel
fabricators, nuclear generators, and governments for use in commercial light water nuclear reactors, or sell the
technology to a major nuclear company or government contractor or some combination of the two.

Thorium Power intends to offer fuel designs that will provide for effective and safe disposition of weapons-and
reactor-grade plutonium in existing nuclear power plants at a lower cost than competing technologies. Thorium Power
is working with the United States government and Russian nuclear institutes to effectuate the utilization of these fuel
designs. From 1995 to 1999, Thorium Power's collaborative research and development project with the Kurchatov
Institute in Russia received three U.S. government matching grants totaling $1.45 million from the U.S. Department of
Energy's Initiatives for Proliferation Prevention program. Furthermore, U.S. Congress provided a $4 million
appropriation for fiscal year 2004 for the Kurchatov Institute to evaluate and test the thorium/weapons-grade
plutonium disposition fuel technology for application in the Russian plutonium disposition program. Thorium Power
intends to seek further funding support for the project from the U.S. government.

2
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Thorium Power’s thorium/uranium nuclear fuel is designed to replace traditional uranium fuels currently used in
commercial nuclear power plants worldwide and Thorium Power plans to adapt its fuel designs for next generation
reactors, such as a high-temperature helium-cooled reactors and small light waters reactors.

THE MERGER
(See page 38)

On February 14, 2006, Novastar, its wholly owned subsidiary, TP Acquisition, and Thorium Power entered into a
merger agreement, which was amended on June 12, 2006, and again on August 8, 2006 pursuant to which TP
Acquisition will merge with and into Thorium Power, with Thorium Power, the surviving corporation, becoming a
wholly owned subsidiary of Novastar. The merger is subject to various conditions and rights of termination described
in this document and the merger agreement. We have attached a copy of the merger agreement, as amended, as Annex
A to this prospectus. We encourage you to read carefully the merger agreement in its entirety because it is the legal
document that governs the merger.

Reasons For The Merger
(See page 30)

The Thorium Power board of directors determined that the merger is fair to, and in the best interests of, Thorium
Power and its stockholders and has approved the merger agreement and the merger based on a number of factors,
including, without limitation, the following:
- improved access to capital markets;
- complementary business development plans relating to the promotion of thorium as a fuel for nuclear reactors;

- Novastar’s rights to certain exploration stage properties in Queensland, Australia that may contain thorium deposits
and Novastar’s rights to certain properties in Alabama that may contain thorium deposits, other rare earth minerals
and platinum group metals;

- the ability to use registered securities to make future acquisitions of assets or businesses;
- increased visibility in the financial community;

- improved transparency of operations; and

- perceived credibility and enhanced corporate image of being a publicly traded company.

12
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The Novastar board of directors determined that the merger is fair to, and in the best interests of, Novastar and its
stockholders and has approved the merger agreement and the merger based on a number of factors, including, without
limitation, the following:

- Thorium Power’s promising technology, business model and prospects for growth and expansion;
- the anticipated increase in Novastar stock value as a result of the merger; and

- the integration resulting from the combination of Novastar’s properties that are prospective for thorium and the need
of Thorium Power’s prospective customers to utilize thorium as a raw material for Thorium Power’s nuclear fuel
designs.

Merger Consideration and Treatment of Thorium Power Stock Options and Warrants
(See page 38)

Upon consummation of the merger, each share of outstanding Thorium Power common stock (except shares as to
which appraisal rights have been properly perfected and shares held by Novastar) shall be converted into the right to
receive 25.628 shares of Novastar common stock.

Upon consummation of the merger, each holder of non-compensatory options or warrants of Thorium Power that have
an exercise price of $5.00 or $1.00 will receive from Novastar the number of shares of Novastar common stock for
each Thorium Power share underlying such option or warrant as set forth below:

Exercise Number
Price  of shares
$1.00 22.965
$5.00 12.315

Upon consummation of the merger, all investment warrants of Thorium Power that have an exercise price of more
than $5.00, and all compensatory options (regardless of exercise price) will become securities exercisable for such
number of shares of Novastar common stock as the holder of such securities would have received had such holder
converted such securities into Thorium Power common stock immediately prior to the closing of the merger.

For a full description of the merger consideration, see “The Merger Agreement - Merger Consideration” beginning on
page 36.

Conditions to the Merger
(See page 45)

The merger will not be completed unless a number of contractual or legal conditions are either satisfied or waived by
Thorium Power or Novastar. Examples of those conditions include the accuracy of the representations and warranties
and the performance of the covenants and agreements of the parties under the merger agreement and applicable
regulatory and third party approvals and the absence of governmental or legal action to block the merger.

4
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In addition to these standard conditions, Novastar and Thorium Power will complete the merger only if the following
additional conditions are satisfied or waived:

- the registration statement of which this prospectus is a part becomes effective;

- the board of directors of Novastar shall have (i) approved the merger agreement and the merger; (ii) amended and
restated Novastar’s bylaws; and (iii) amended Novastar’s certificate of incorporation to (A) increase the number of
authorized shares of Novastar common stock to 500,000,000 and (B) change the name of Novastar to “Thorium
Power Ltd.” and (iii) make other changes as may be mutually agreed upon by the parties;

- Novastar shall have obtained the written consent of the holders of a majority in interest of the Novastar common
stock to the amendments to the certificate of incorporation of Novastar described above;

- Seth Grae and Andrey Mushakov shall have entered into employment agreements with Novastar;

- the total number of shares of Thorium Power’s common stock held by dissenting stockholders shall not exceed 10%
of the outstanding shares of Thorium Power’s common stock;

- requisite approval of the merger by the Thorium Power stockholders and board of directors;
- receipt of releases from certain persons as the parties may reasonably request; and
- the parties shall have completed their respective due diligence review to their respective satisfaction.
A number of these conditions have already been satisfied.

Covenants Included In the Merger Agreement
(See page 44)

The parties to the merger agreement agreed to take certain actions prior the closing, including, without limitation, the
following:

- the parties will give prompt written notice to each other of any material adverse development causing a breach of
any of their representations and warranties;

- Novastar will prepare and file with the SEC a registration statement and any amendment or supplement thereto
relating to the merger and a separate registration statement relating to securities to be issued in the merger to
affiliates of Novastar or Thorium prior to the merger and shares issued in connection with private placements prior
to the merger;

14
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- Novastar will furnish to Thorium Power all of its filings to be made with the SEC and all materials to be mailed to
Novastar’s stockholders and will solicit comments from Thorium Power;

- the parties will operate only in the ordinary and usual course of business consistent with past practice and will use
reasonable commercial efforts to preserve their respective business. In addition, Novastar has agreed not issue any
securities to its employees, consultants, advisors or others in consideration for services rendered or to be rendered
without the prior written consent of Thorium Power;

- prior to issuing any public announcement or statement with respect to the merger, the parties will, subject to their
respective legal obligations, consult with each other and will allow each other to review the contents of any such
public announcement or statement and any such filing;

- Thorium Power will use commercially reasonable efforts to cause the holders of its options and warrants that have
an exercise price at $5.00 or less to exchange such securities for Novastar common stock pursuant to the merger
agreement;

- Novastar will appoint Seth Grae as its Chief Executive Officer and President;
- the parties have agreed not to solicit the submission of merger proposals from any third parties;

- on or before March 31, 2006, Novastar will use commercially reasonable efforts to raise at least $2,750,000 in an
equity financing transaction and will invest at least $1,200,000 of such funds in Thorium Power for Thorium Power
Common Stock at a price per share of $4.00; and

- Novastar will use commercially reasonable efforts to amend certain mining contracts to which Novastar is a party,
such that the only remedy for a breach of obligations by Novastar thereunder is termination of such contracts.

A number of the foregoing covenants have already been satisfied.

Alternative Proposals and Superior Proposals
(See page 47)

Novastar, TP Acquisition Corp. and Thorium Power are prohibited under the merger agreement from soliciting
acquisition proposals, including proposals from third parties to acquire all or a majority of their capital stock or ten
percent or more of their business or assets regardless of how the transaction might be structured. These proposals are
referred to in the merger agreement as “Alternative Proposals”. If one of the parties to the merger agreement receives an
unsolicited Alternative Proposal, however, that party may enter into discussions or negotiations with respect to that
Alternative Proposal and provide information to the party making the unsolicited Alternative Proposal if:

6
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- the board of directors of the receiving party determines in good faith, after receiving the advice of its outside legal
counsel, that action is required in order for the board of directors of the party to act in a manner consistent with its
fiduciary duties under applicable law,

- the board of directors of the party concludes in good faith, in consultation with its financial advisors, that the
Alternative Proposal constitutes a Superior Proposal, and

- the party receives from the person making the proposal a suitable confidentiality agreement.

The merger agreement defines “Superior Proposal” as an Alternative Proposal which the board of directors of a party to
the merger agreement determines in good faith and after consultation with its financial advisor and after receiving the
advice of its outside legal counsel to be more favorable to that party’s stockholders from a financial point of view than
the merger and which is reasonably likely to be financed and otherwise completed without any undue delay.

A party that receives an unsolicited Alternative Proposal must communicate to the other parties in writing the identity
of the person making an Alternative Proposal and the terms and conditions of the Alternative Proposal. The party
receiving the Alternative Proposal must also keep the other parties informed about the status of any actions, including
any discussions, taken with respect to an Alternative Proposal or any amendments or modifications to it.

In response to the receipt of an unsolicited written Alternative Proposal, if a party has complied with the requirements
of the merger agreement and the board of directors of the party

- determines in good faith that the Alternative Proposal is a Superior Proposal (and continues to constitute a Superior
Proposal after taking into account any modifications proposed by the other parties), and

- after receiving the advice of its outside counsel has concluded in good faith that action is required in order for the
board of directors of the party receiving the Alternative Proposal to act in a manner consistent with its fiduciary
duties under applicable law,

then, the board of directors of the party that received the Alternative Proposal may approve and recommend the

Superior Proposal and, in connection with the Superior Proposal, withdraw or modify its approval or recommendation

of the merger agreement.

Termination of the Merger Agreement
(See page 48)

The agreement and plan of merger may be terminated at any time prior to the closing:
- by the mutual written consent of the Parties;

- by Novastar or TP Acquisition Corp.,

16
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- upon written notice to Thorium Power that any of the conditions have not been fulfilled or waived on or prior to

October 31, 2006,

- if there has been a breach by Thorium Power of any representation, warranty or covenant made by it in the merger

agreement which has prevented the satisfaction of any condition to the obligations of Novastar and/or TP
Acquisition Corp. to effect the closing and such breach has not been cured by Thorium Power or waived by
Novastar and TP Acquisition Corp. within 20 business days after all other conditions to closing have been satisfied
or are capable of being satisfied,

- if an Alternative Proposal relating to Thorium Power has not been rejected within thirty (30) days after receipt of

such a proposal by Thorium Power, or

- if Novastar and/or TP Acquisition Corp. have complied with the provisions of the merger agreement relating to

Superior Proposals.

- by Thorium Power;

- upon written notice to Novastar and TP Acquisition Corp. that any of the conditions have not been fulfilled or

waived on or prior to October 31, 2006,

- if there has been a breach by Novastar or TP Acquisition Corp. of any representation, warranty or covenant made by

it in the merger agreement which has prevented the satisfaction of any condition to the obligations of Thorium
Power to effect the closing and such breach has not been cured by Novastar and/or Acquisition Sub or waived by
Thorium Power within 20 business days after all other conditions to closing have been satisfied or are capable of
being satisfied,

- if an Alternative Proposal relating to Novastar and/or Acquisition Sub has not been rejected within thirty (30) days

after receipt thereof by Novastar and/or Acquisition Sub, or

- if Thorium Power has complied with the provisions of the merger agreement relating to a Superior Proposal.

- By any party to the merger agreement if a governmental authority issues an order, decree or ruling or takes any

other action permanently restraining, enjoining or otherwise prohibiting the merger and such order, decree, ruling or
other action shall have become final and nonappealable.

If the merger agreement is terminated by a party as a result of that party's acceptance of a Superior Proposal in
accordance with the merger agreement, or as a result of a party not rejecting an alternative proposal within 30 days
of receipt of such alternative proposal, then such party shall be obligated to pay a termination fee of $500,000.
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Risk Factors
(See page 10)

In evaluating the merger agreement and the merger, you should carefully read this prospectus and especially consider
the factors discussed in the section entitled “Risk Factors” beginning on page 10.

REGULATORY REQUIREMENTS

Material United States Federal Income Tax Consequences
(See page 49)

For federal income tax purposes, the merger will be treated as a “reorganization” under Section 368(a) of the Internal
Revenue Code of 1986, as amended (the “Code”). As a result, you generally will not recognize any gain or loss on the
conversion of your Thorium Power stock or non-compensatory options or warrants into shares of Novastar stock in
the merger for federal income tax purposes. However, you generally will recognize gain to the extent you receive any
cash in exchange for your Thorium Power stock.

This summary applies only to United States holders of Thorium Power stock, options and warrants, and is subject to
the assumptions and limitations set out in “The Merger Agreement--Material United States Federal Income Tax
Consequences,” which should be read for a more detailed discussion. Tax matters are complicated, and the tax
consequences of the merger may vary among shareholders. We urge you to contact your own tax advisor for
assistance in understanding fully how the merger will affect you.

Dissenters’ Rights

(See page 53)

Thorium Power stockholders who did not consent to the merger will have dissenters’ rights. See page 53.

Comparison of Rights of Security Holders
(See page 101)

When the merger is completed, Thorium Power stockholders will become holders of shares of Novastar common
stock. After that time, their rights will be governed by Nevada corporation laws, Novastar’s articles of incorporation
and Novastar’s bylaws. The material differences between the rights of Thorium Power stockholders and their rights as
Novastar stockholders are described, beginning on page 101.
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RISK FACTORS

The following factors should be considered together with the other information included in this prospectus, including
the Annexes. Any of the following risks could materially adversely affect the business, operating results and financial
condition of Thorium Power and Novastar. You should consider these factors in conjunction with the other
information contained in this prospectus and the Annexes.

RISK FACTORS RELATING TO THE MERGER

AVAILABILITY OF ADDITIONAL SHARES OF NOVASTAR COMMON STOCK UPON THE
CONSUMMATION OF THE MERGER COULD DEPRESS THE PRICE OF NOVASTAR COMMON STOCK.

As of September 20, 2006, Novastar had 160,476,474 shares outstanding, which includes 36,659,837 shares that were
issued by Novastar in private placement transactions after the merger agreement was signed. In connection with the
merger, Novastar will issue approximately 135.6 million shares of its common stock. Therefore, immediately
following the merger there will be approximately 296,000,000 shares outstanding. Novastar is registering the shares to
be issued in the merger under this registration statement and it will be registering the shares issued in the above
mentioned private placements under a separate registration statement along with the shares to be issued in the merger
to affiliates of Novastar or Thorium prior to the merger. The Novastar stock issued in the merger and to the private
placement investors will be available for trading in the public market. The additional shares in the market may cause
the price of Novastar common stock to decline. Also, if Novastar’s stockholders sell substantial numbers of shares of
Novastar common stock in the public market following consummation of the merger, including shares issued on the
exercise of outstanding options and warrants, the market price of Novastar common stock could fall. These sales
might also make it more difficult for Novastar to sell equity or equity related securities at a time and price that
Novastar would deem appropriate. All of the shares of Novastar common stock issued to Thorium Power stockholders
in the merger will be freely tradable without restrictions or further registration under the Securities Act of 1933, as
amended (the “Securities Act”), unless the shares of common stock are held by an “affiliate” of Novastar or Thorium
Power prior to the merger, as that term is defined under the Securities Act.

THE RIGHTS OF THORIUM POWER STOCKHOLDERS WILL DIFFER FROM THEIR RIGHTS AS
NOVASTAR SECURITY HOLDERS, WHICH COULD PROVIDE LESS PROTECTION TO THE THORIUM
POWER STOCKHOLDERS FOLLOWING THE MERGER.

Upon the consummation of the merger, Thorium Power stockholders will become holders of Novastar common stock.
Material differences exist between the rights of Thorium Power stockholders under Thorium Power’s charter
documents, bylaws, and Delaware law and the rights of Novastar common stockholders under Novastar’s charter
documents, bylaws and Nevada law, which could provide less protection to Thorium Power stockholders and give
more discretion to the officers and directors of Novastar.
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FAILURE TO COMPLETE THE MERGER COULD ADVERSELY AFFECT THE BUSINESS, RESULTS OF
OPERATIONS AND FINANCIAL CONDITION OF NOVASTAR AND THORIUM POWER.

The completion of the merger is subject to numerous conditions. Novastar cannot guarantee that the merger will be
completed. If the merger is not completed for any reason, Novastar and Thorium Power may be subject to a number of
material risks.

One significant risk of the failure to complete the merger would be the affect of such failure on Thorium Power’s
ability to raise capital. In May 2006, Novastar raised in excess of $15 million primarily from institutional investors
that are interested in investing in companies that engage in the nuclear power industry, like Thorium Power. Novastar
and Thorium Power believe that many of these investors invested in Novastar because it is a public company, they
believed that the merger would proceed and that the combined company would primarily engage in the business of
nuclear fuel development. If the merger does not close, Thorium Power believes that it will be very difficult to access
capital from this same group of investors, since it is not a public company with publicly traded stock, and that the
failure of the merger to close might also deter other investors from investing in Thorium Power.

Other risks that might materialize if the parties fail to consummate the merger, include the following:
- potential partners may refrain from entering into agreements with Novastar or Thorium Power;
- employee turnover may increase; and

- Thorium Power, and to a lesser extent, Novastar, may require additional capital, which may not be available on
terms attractive to Thorium Power and Novastar, as applicable, or at all.

The occurrence of any of these factors could result in serious harm to the business, results of operation and financial
condition of Novastar or Thorium Power or both.

NOVASTAR AND THORIUM POWER AGREED TO ENTER INTO THE AGREEMENT AND PLAN OF
MERGER PURSUANT TO CERTAIN ASSESSMENTS, WHICH ARE INEXACT AND UNCERTAIN.

Novastar and Thorium Power each entered into the Agreement and Plan of merger based on an assessment of the other
company’s resource base, exploration potential, intellectual property rights, operating costs, potential markets for
designs and products, potential environmental and other liabilities and other factors beyond the control of either
Novastar or Thorium Power. These assessments are necessarily inexact and their accuracy inherently uncertain. Such
a review may not have revealed all existing or potential problems, nor did it necessarily permit them to become
sufficiently familiar with the properties of the other to fully assess their merits and deficiencies. If consummated, the
merger could change the nature of the operations and business of both Thorium Power and Novastar due to the
character of the properties owned by both companies. Therefore, the merger may not be successfully implemented and
may not achieve desired objectives.
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THE INTEGRATION OF THE NOVASTAR AND THORIUM POWER BUSINESSES MAY BE COSTLY AND
THE FAILURE OF MANAGEMENT TO SUCCESSFULLY EFFECT THE INTEGRATION MAY ADVERSELY
AFFECT NOVASTAR’S BUSINESS, RESULTS OF OPERATIONS AND FINANCIAL CONDITION.

Novastar’s ability to realize some of the anticipated benefits of the merger will depend in part on Novastar’s ability to
integrate Thorium Power’s operations into Novastar’s current operations in a timely and efficient manner. The
integration process may require significant efforts from each company. The integration process may distract Novastar
management’s attention from the day-to-day business of the combined company. If Novastar is unable to successfully
integrate the operations of the two companies or if this integration process is delayed or costs more than expected,
Novastar’s business, operating results and financial condition may be negatively impacted.

AS CERTAIN INDIVIDUALS ARE OFFICERS AND/OR DIRECTORS OF EACH OF THORIUM POWER AND
NOVASTAR, CONFLICTS OF INTEREST ARE INHERENT.

Seth Grae is currently the CEO of both Thorium Power and Novastar and he is also a director of both companies;
Thomas Graham, Jr. is a director of both companies, the Chairman of Novastar and the interim Secretary of Novastar;
and Andrey Mushakov is the Executive Vice President - International Nuclear Operations of Novastar and the
Treasurer & Secretary of Thorium Power. In accordance with his employment agreement with Novastar, Mr. Grae
receives a portion of his total cash compensation (equal to $275,000 per year plus bonus, in the aggregate) from both
Novastar and Thorium Power and equity compensation and other benefits from both companies, for services provided
to these companies. In accordance with his employment agreement with Novastar, Mr. Mushakov receives a portion
of his total cash compensation (equal to $160,000 per year plus bonus, in the aggregate) from both Novastar and
Thorium Power and equity compensation and other benefits from both companies, for services provided to these
companies. Mr. Grae, Ambassador Graham, and Mr. Mushakov each have fiduciary duties to both Thorium Power
and Novastar and their respective stockholders. The fact that they are officers and/or directors of both parties to the
merger agreement creates a conflict of interest. The transactions contemplated by the merger agreement have not been
consummated yet and situations will likely arise where Mr. Grae, Ambassador Graham, and Mr. Mushakov will have
to make decisions that benefit one party and are a detriment to the other, such as in the interpretation of the merger
agreement. For example, Mr. Grae, Ambassador Graham, and Mr. Mushakov could be called upon to interpret
provisions in the merger agreement relating to the determination of the merger consideration to be paid to the Thorium
Power security holders.

THE TIME OF INDIVIDUALS PARTICIPATING IN THE MANAGEMENT OF BOTH COMPANIES WILL BE
STRETCHED THIN PENDING COMPLETION OF THE MERGER, AND THE SUBSTANTIAL EXPENSES
ASSOCIATED WITH THE MERGER COULD ADVERSELY AFFECT THE FINANCIAL RESULTS OF
NOVASTAR AND THORIUM POWER.
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Management of both Novastar and Thorium Power will spend a significant amount of their business time on matters
relating to the merger, including, the preparation of this registration statement, integration issues, and other matters
that are customary in mergers of this type. In addition, Seth Grae, Thomas Graham, Jr. and Andrey Mushakov, who
are officers and/or directors of both parties to the merger, will be required to participate in the management of the
businesses of both companies pending the merger in addition to devoting their own time and other management
resources to action required to complete the merger. At the same time, they must ensure that Novastar is properly
administered as a public company, including the compliance with SEC reporting obligations and other requirements.
There can be no assurances that the resources of Novastar are adequate to ensure that the business of Novastar and
Thorium Power is not neglected as a result of these competing demands.

Novastar and Thorium Power have and will incur substantial costs in connection with the merger. These costs
primarily relate to the costs associated with the fees of attorneys, accountants and other advisors. If the merger is not
completed, Novastar and Thorium Power will have incurred significant costs for which they will have received little
or no benefit.

RISK FACTORS RELATING TO NOVASTAR
NOVASTAR CONTINUES TO EXPERIENCE SIGNIFICANT OPERATING LOSSES.

Novastar adopted a new business model in mid-2005 to pursue the exploration of thorium and other rare earth
minerals and development opportunities, and have a limited operating history in its current form. Since Novastar
reorganized our business, its operating costs have exceeded its revenue in each quarter. Novastar incurred cumulative
net losses of approximately 17,483,000 from the period June 28 1999 (inception) to June 30, 2006. Novastar may not
be able to obtain or maintain any level of revenues in the future. If Novastar is unsuccessful in these efforts, it may
never achieve profitability.

NOVASTAR’S LIMITED OPERATING HISTORY MAKES IT DIFFICULT FOR YOU TO JUDGE ITS
PROSPECTS.

Novastar is an exploration stage company that has a limited operating history upon which an evaluation of Novastar,
its current business and its prospects can be based. You should consider any purchase of Novastar’s shares in light of
the risks, expenses and problems frequently encountered by all companies in the early stages of corporate
development.

NOVASTAR’S LIQUIDITY AND CAPITAL RESOURCES ARE UNCERTAIN.

For the twelve month period ending June 30, 2006, Novastar had an operating loss of $13,344,535. At June 30, 2006,
Novastar had a working capital surplus of $9,966,244. During the period from July 1, 2005 through June 30, 2006,
Novastar raised approximately $17,500,000 in private placement transactions. While management expects these
proceeds will meet its foreseeable needs for at least the next 12 months, Novastar may need to raise additional capital
by way of an offering of equity securities, an offering of debt securities, or by obtaining financing through a bank or
other entity. If Novastar needs to obtain additional financing, that financing may not be available or it may not be able
to obtain that financing on terms acceptable to the company. If additional funds are raised through the issuance of
equity securities, there may be a significant dilution in the value of Novastar’s outstanding common stock.
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MINERAL EXPLORATION AND DEVELOPMENT ACTIVITIES ARE SPECULATIVE IN NATURE.

Resource exploration and development is a speculative business, characterized by a number of significant risks
including, among other things, unprofitable efforts resulting not only from the failure to discover mineral deposits but
from finding mineral deposits which, though present, are insufficient in quantity and quality to return a profit from
extraction. The marketability of minerals acquired or discovered by Novastar may be affected by numerous factors
which are beyond the control of Novastar and which cannot be accurately predicted, such as market fluctuations, the
proximity and capacity of milling facilities, mineral markets and processing equipment and such other factors as
government regulations, including regulations relating to royalties, allowable production, importing and exporting of
minerals and environmental protection, the combination of which factors may result in Novastar not receiving an
adequate return on investment capital.

Substantial expenditures are required to establish mineral reserves through drilling, to develop metallurgical processes
to extract the metal from the ore and, in the case of new properties, to develop the mining and processing facilities and
infrastructure at any site chosen for mining. Although substantial benefits may be derived from the discovery of a
major mineralized deposit, no assurance can be given that minerals will be discovered in sufficient quantities and
grades to justify commercial operations or that funds required for development can be obtained on a timely basis.
Estimates of reserves, mineral deposits and production costs can also be affected by such factors as environmental
permitting regulations and requirements, weather, environmental factors, unforeseen technical difficulties, unusual or
unexpected geological formations and work interruptions. In addition, the grade of ore ultimately mined may differ
from that indicated by drilling results. Short term factors relating to reserves, such as the need for orderly development
of ore bodies or the processing of new or different grades, may also have an adverse effect on mining operations and
on the results of operations. Material changes in ore reserves, grades, stripping ratios or recovery rates may affect the
economic viability of any project.

NOVASTAR IS AN EXPLORATION STAGE COMPANY, AND THERE IS NO ASSURANCE THAT A
COMMERCIALLY VIABLE DEPOSIT OR "RESERVE" EXISTS ON ANY PROPERTIES FOR WHICH
NOVASTAR HAS, OR MIGHT OBTAIN, AN INTEREST.

Novastar is an exploration stage company and cannot be certain that a commercially viable deposit, or “reserve,” exists
on any properties for which Novastar currently has or may have an interest. Therefore, determination of the existence
of a reserve depends on appropriate and sufficient exploration work and the evaluation of legal, economic, and
environmental factors. If Novastar fails to find a commercially viable deposit on any of its properties, its financial
condition and results of operations will be materially adversely affected.

Any potential development and production of Novastar’s exploration properties depends upon the results of
exploration programs and/or feasibility studies and the recommendations of duly qualified engineers and geologists.
Such programs require substantial additional funds. Any decision to further expand Novastar’s operations on these
exploration properties is anticipated to involve consideration and evaluation of several significant factors including,
but not limited to:
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- costs of bringing each property into production, including exploration work, preparation of production feasibility
studies and construction of production facilities;

- availability and costs of financing;
- ongoing costs of production;
- market prices for the minerals to be produced;
- environmental compliance regulations and restraints; and
- political climate and/or governmental regulation and control.

NOVASTAR’S BUSINESS AND FINANCIAL CONDITION ARE SUBJECT TO THE RISKS APPLICABLE TO
MINING COMPANIES GENERALLY

Factors beyond the control of Novastar may affect the marketability of any substances discovered from any resource
properties Novastar may acquire. Metal prices have fluctuated widely in recent years. Government regulations relating
to price, royalties, allowable production and importing and exporting of minerals can adversely affect Novastar. There
can be no certainty that Novastar will be able to obtain all necessary licenses and permits that may be required to carry
out exploration, development and operations on any projects it may acquire and environmental concerns about mining
in general continue to be a significant challenge for all mining companies.

NOVASTAR WILL BE SUBJECT TO OPERATING HAZARDS, COMPETITION AND DOWNWARD PRICE
FLUCTUATION WHICH MAY ADVERSELY AFFECT NOVASTAR’S FINANCIAL CONDITION.

Mineral exploration involves many risks, which even a combination of experience, knowledge and careful evaluation
may not be able to overcome. Novastar’s operations will be subject to all the hazards and risks normally incidental to
exploration, development and production of metallic minerals, such as unusual or unexpected formations, cave-ins or
pollution, all of which could result in work stoppages, damage to property and possible environmental damage.
Novastar does not have general liability insurance covering its operations. Payment of any liabilities as a result could
have a material adverse effect upon Novastar’s financial condition.

Significant and increasing competition exists for the limited number of mineral acquisition opportunities available. As
a result of this competition, some of which is with large established mining companies with substantial capabilities
and greater financial and technical resources than Novastar, Novastar may be unable to acquire attractive mineral
properties on terms it considers acceptable.

15

24



Edgar Filing: NOVASTAR RESOURCES LTD. - Form 424B3

Novastar has no control over the fluctuations in the prices of the thorium and other rare earth minerals that it is
exploring for. A significant decline in such prices would severely reduce the value of Novastar.

NOVASTAR’S ACTIVITIES WILL BE SUBJECT TO ENVIRONMENTAL AND OTHER INDUSTRY
REGULATIONS WHICH COULD HAVE AN ADVERSE EFFECT ON THE FINANCIAL CONDITION OF
NOVASTAR.

Novastar’s activities are subject to environmental regulations promulgated by government agencies from time to time.
Environmental legislation generally provides for restrictions and prohibitions on spills, releases or emissions of
various substances produced in association with certain mining industry operations, which would result in
environmental pollution. A breach of such legislation may result in imposition of fines and penalties. In addition,
certain types of operations require the submission and approval of environmental impact assessments. Environmental
legislation is evolving in a manner which means stricter standards and enforcement, fines and penalties for
non-compliance are more stringent. In addition to existing laws, there can be new federal, state, or local laws banning,
restricting, or taxing mining activities planned by the Novastar.

Environmental assessments of proposed projects carry a heightened degree of responsibility for companies and
directors, officers and employees. The cost of compliance with changes in governmental regulations could have an
adverse effect on the financial condition of Novastar.

The operations of Novastar, including exploration and development activities and commencement of production on its
properties require permits from various federal, state, provincial and local governmental authorities and such
operations are and will be governed by laws and regulations governing prospecting, development, mining, production,
exports, taxes, labor standards, occupational health, waste disposal, toxic substances, land use, environmental
protection, mine safety and other matters. Companies engaged in the development and operation of mines and related
facilities generally experience increased costs and delays in production and other schedules as a result of the need to
comply with applicable laws, regulations and permits.

Failure to comply with applicable laws, regulations, and permitting requirements may result in enforcement actions
thereunder, including orders issued by regulatory or judicial authorities causing operations to cease or be curtailed,
and may include corrective measures requiring capital expenditures, installation of additional equipment, or remedial
actions. Parties engaged in mining operations may be required to compensate those suffering loss or damage by reason
of the mining activities and may have civil or criminal fines or penalties imposed for violations of applicable laws or
regulations and, in particular, environmental laws.

NOVASTAR WILL RELY ON SETH GRAE AND CERTAIN OTHER KEY INDIVIDUALS AND THE LOSS OF
MR. GRAE OR ANY OF THESE OTHER KEY INDIVIDUALS WOULD HAVE AN ADVERSE EFFECT ON
NOVASTAR.
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Novastar’s success will depend upon Seth Grae and certain other key members of the management team. Mr. Grae’s
knowledge of the nuclear power industry, his network of key contacts within that industry and in government and, in
particular, his expertise in the potential use of thorium as a fuel in nuclear reactors, is critical to the implementation of
the prospective business model of the combined company. Mr. Grae and these other individuals are a significant factor
in Novastar’s future growth and success. The loss of the service of Mr. Grae or these other key members of the
management team would have a material adverse effect on Novastar. Novastar does not have key man insurance
policies relating to Seth Grae or any other key individuals and does not anticipate obtaining any such insurance.

RISK FACTORS RELATING TO THORIUM POWER
THORIUM POWER CONTINUES TO EXPERIENCE SIGNIFICANT OPERATING LOSSES

Thorium Power has never realized significant revenues or realized an operating profit. Since its formation, its
operating costs have exceeded its revenue in each quarter. Thorium Power incurred a net loss of approximately
$12,000 for the six months June 30, 2006, and anticipates a net loss of at least $1,500,000 through the end of 2006;
Novastar and Thorium Power anticipate a combined net loss of approximately $14,500,000 through December 31,
2006. The combined company may not be able to obtain or maintain any level of revenues. If the combined company
is unsuccessful in these efforts, it may never achieve profitability.

THORIUM POWER’S LIMITED OPERATING HISTORY MAKES IT DIFFICULT FOR YOU TO JUDGE ITS
PROSPECTS.

Thorium Power is a developmental stage company. Its fuel design patents and technology have never been reduced to
practice and it has not received any royalty or sales revenue. You should consider any purchase of Novastar’s shares in
light of the risks, expenses and problems frequently encountered by all companies in the early stages of corporate
development.

THORIUM POWER’S LIQUIDITY AND CAPITAL RESOURCES ARE UNCERTAIN.

For the twelve month period ending December 31, 2005, Thorium Power had an operating loss of $760,504. At
December 31, 2005, Thorium Power had a working capital deficit of $982,278. During the period from July 1, 2005
through May 31, 2006, Novastar raised approximately $17,500,000 in private placement transactions. While
management expects that these proceeds will be sufficient to meet the needs of the combined companies for at least
the next 12 months, the combined company may need to raise additional capital by way of an offering of equity
securities, an offering of debt securities, or by obtaining financing through a bank or other entity. If the combined
company needs to obtain additional financing, such financing may not be available or the combined company may not
be able to obtain that financing on terms acceptable to it. If additional funds are raised through the issuance of equity
securities, there may be a significant dilution in the value of the combined company’s outstanding common stock.
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THORIUM POWER’S FUEL DESIGNS HAVE NEVER BEEN TESTED IN AN EXISTING COMMERCIAL
REACTOR AND ACTUAL FUEL PERFORMANCE, AS WELL AS THE WILLINGNESS OF COMMERCIAL
REACTOR OPERATORS AND FUEL FABRICATORS TO ADOPT A NEW FUEL DESIGN, IS UNCERTAIN.

Nuclear power research and development entails significant technological risk. New designs must be fabricated, tested
and licensed before market opportunities will exist. Thorium Power’s fuel designs are still in the research and
development stage and while irradiation testing in a test reactor in Russia (which mimics the operating characteristics
of an actual commercial reactor) and thermal-hydraulic experiments have been ongoing for several years, the fuel
technology is yet to be tested in an existing commercial reactor. Thorium Power will not be certain about the ability of
the fuel it designs to perform in actual commercial reactors until it is able to commercialize its fuel designs. It will
also have to establish a relationship with a fuel fabricator to actually produce fuel using its designs. If the Thorium
Power fuel designs do not perform as anticipated in commercial use, Thorium Power will not realize revenues from
the licensing or other use of its fuel designs. In addition, there are several technical challenges involved in
commercializing thorium based fuels. Some of the technical challenges with Thorium Power’s technology identified by
the experts at the Kurchatov Institute, Westinghouse, and International Atomic Energy Agency, include:

- Fuel fabrication: The relatively high melting point of thorium oxide will require fuel pellet manufacturing
techniques that are different from those currently used for uranium pellets.

- Fuel fabrication: Thorium Power’s fuel rod designs are greater than 3 meters long compared to conventional Russian
fuel rods that are 1 meter long. The longer rods will required new equipment and experience making longer
extrusions.

- Fuel design: Thorium Power’s “seed-and-blanket” fuel assembly design has a detachable central part which is not in
conventional fuel designs.

- Fuel design: Thorium Power’s fuel design includes plutonium-zirconium fuel rods which will operate in a soluble
boron environment . Current reactor operating experience is with uranium-zirconium fuel in a boron-free
environment.

- Fuel use: Thorium Power’s fuel is expected to be capable of producing more gigawatt days per ton of fuel than is
allowed by current reactor licenses, so to gain full economic benefits, reactor operators will have to get regulatory
approval.

- Fuel use: Thorium Power’s fuel are expected to produce energy economically for up to 9 years in the reactor core.
Current fuel demonstrates the cladding can remain corrosion-free for up to 5 years. Testing is needed to prove
corrosion resistance for the longer residence time.

- Fuel reprocessing: The IAEA has identified a number of ways that reprocessing spent thorium fuel will require
technologies different from existing uranium fuel reprocessing. Management’s current marketing plans do not
assume or depend on the ability to reprocess and recycle spent fuel. Management expects spent thorium fuel will go
into long term storage. This is current U.S. Government policy.
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THORIUM POWER’S FUEL DESIGNS DIFFER FROM FUELS CURRENTLY LICENSED AND USED BY
COMMERCIAL NUCLEAR POWER PLANTS. AS A RESULT, THE LICENSING AND APPROVAL PROCESS
FOR THORIUM POWER’S FUELS MAY BE DELAYED AND MADE MORE COSTLY, AND INDUSTRY
ACCEPTANCE OF THORIUM POWER’S FUELS MAY BE HAMPERED.

Thorium Power's fuel designs differ significantly in some aspects from the fuel licensed and used today by
commercial nuclear power plants. Some of the differences between Thorium Power’s fuels and those currently used
include:

- use of thorium instead of only uranium,
- higher uranium enrichment level,
- seed-and blanket fuel assembly design integrating thorium and uranium,
- high burn-up levels of uranium,
- use of metallic seed rods,
- longer residence time of the blanket in the reactor, and

- the ability of Thorium Power’s fuels to dispose of reactor-grade plutonium and/or weapons-grade plutonium through
the use of a new fuel design and in reactors that have never used plutonium-bearing fresh fuels.

These differences will likely result in more prolonged and extensive review by the U.S. Nuclear Regulatory
Commission and other nuclear licensing authorities and customers. Also, the nuclear industry may be hesitant to
switch to another fuel with little or no history of successful commercial use because of the need for additional
engineering and testing with no guarantee of success as well as investor reluctance to invest in a new technology when
viable existing technologies are available.

THORIUM POWER’S PLANS TO DEVELOP ITS THORIUM/WEAPONS-GRADE PLUTONIUM DISPOSING
FUEL ARE DEPENDENT UPON U.S. GOVERNMENT FUNDING AND SUPPORT. WITHOUT SUCH
SUPPORT, THORIUM POWER IS UNLIKELY TO BE ABLE TO SERVE THIS MARKET.

Thorium Power’s business model and specifically its thorium/weapons-grade plutonium disposing fuel design is highly
dependent upon U.S. and perhaps other government funding and acceptance as a technology appropriate to eliminate
U.S. and Russian stockpiles of surplus weapons-grade plutonium. Management believes that participation in this
multi-billion dollar market is a critical element in its business modeling. In the past, Thorium Power has faced
resistance from some offices within the U.S. Department of Energy (DOE) that support other alternative plutonium
disposing technology, particularly mixed plutonium uranium oxide (MOX) fuel designs. Thorium Power has spent a
significant amount of funds to gain commercial and market acceptance for its fuel designs. Over the last two years
Thorium Power has spent approximately $400,000, in the aggregate, including both cash and the fair market value of
equity compensation, on third party service providers in connection with these lobbying efforts. Thorium Power
expects to spend significantly more money per year than it has in the past over the next three years on these efforts to
gain acceptance. These efforts may not result in funding for Thorium Power or government acceptance of Thorium
Power’s technologies for plutonium disposition or other government-funded projects.
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THORIUM POWER DOES NOT HAVE RIGHTS TO ALL OF THE DESIGNS, PROCESSES AND
METHODOLOGIES THAT ARE USED OR MAY BE USED OR USEFUL IN ITS BUSINESS IN THE FUTURE.
IF THORIUM POWER IS UNABLE TO OBTAIN SUCH RIGHTS ON REASONABLE TERMS IN THE FUTURE,
THORIUM POWER’S ABILITY TO EXPLOIT ITS INTELLECTUAL PROPERTY MAY BE LIMITED.

Dr. Alvin Radkowsky invented the thorium fuel technology that Thorium Power is developing. Upon founding
Thorium Power in 1992, Dr. Radkowsky assigned all of his rights in the intellectual property relating to such fuel
designs to Thorium Power. Thorium Power then filed patent applications in the United States and other countries and
the patents were issued and are held solely by Thorium Power. Thorium Power is currently conducting fuel assembly
design work in Russia through Russian Research Centre Kurchatov Institute, an independent contractor that is closely
affiliated with the government of the Russian Federation. Thorium Power does not have any licensing or other rights
to acquire or utilize certain designs, methodologies or processes required for fuel assemblies. If Thorium Power
desires to utilizes such processes or methodologies in the future, it must obtain a license or other right to use such
technologies from the Kurchatov Institute or other entities that subcontract to the Kurchatov Institute. If Thorium
Power is unable to obtain such a license or other right on terms that it deems to be reasonable, then Thorium Power
may not be able to fully exploit its intellectual property and may be hindered in the sale of its products and services.

THORIUM POWER RELIES UPON SETH GRAE AND THE LOSS OF MR. GRAE WOULD HAVE AN
ADVERSE EFFECT ON THORIUM POWER.

Thorium Power’s success depends upon Seth Grae. Mr. Grae’s knowledge of the nuclear power industry, his network of
key contacts within that industry and in government and, in particular, his expertise in the potential markets for the
company’s technologies, is critical to the implementation of Thorium Power’s business model. Mr. Grae is likely to be a
significant factor in Thorium Power’s future growth and success. The loss of the service of Mr. Grae would have a
material adverse effect on Thorium Power. Thorium Power does not have key man insurance policies relating to Seth
Grae or any other key individuals and does not anticipate obtaining any such insurance.

THE PRICE OF FOSSIL FUELS OR URANIUM MAY FALL, WHICH WOULD REDUCE THE INTEREST IN
THORIUM FUEL BY REDUCING ECONOMIC ADVANTAGES OF UTILIZING THORIUM BASED FUELS
AND ADVERSELY AFFECT THE MARKET PROSPECTS FOR THORIUM POWER’S FUEL DESIGNS.
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Coal, uranium and crude oil prices are currently at very high levels. Management believes the high cost of these fuels
has resulted in increased interest in other sources of energy such as thorium. If prices of traditional energy sources fall,
then the demand that the company expects for thorium based fuels may not materialize. A decrease in demand for
thorium based fuels would negatively affect Thorium Power’s future operating results.

THORIUM POWER’S RESEARCH OPERATIONS ARE CONDUCTED PRIMARILY IN RUSSIA, MAKING
THEM SUBJECT TO POLITICAL UNCERTAINTIES RELATING TO RUSSIA AND U.S.-RUSSIA RELATIONS.

Substantially all of Thorium Power’s present research activities are in Russia. Thorium Power’s research operations are
subject to various political risks and uncertainties inherent in the country of Russia. If U.S.-Russia relations
deteriorate, the Russian government may decide to scale back or even cease completely its cooperation with the
United States on various international projects, including in the plutonium disposition program and nuclear power
technology development programs. If this happened, Thorium Power's research and development program in Russia
could be scaled back or shut down, which could have a significant adverse impact on Thorium Power's ability to
execute its business model. Furthermore, the Russian institutes engaged in the Thorium Power project are highly
regulated and, in many instances, are controlled by the Russian government. The Russian government could decide
that the nuclear scientists engaged in Thorium Power's project in Russia or testing facilities employed in this project
should be redirected to other high priority national projects in the nuclear sector which could lead to delays or have
some other significant adverse impact on Thorium Power's project.

THORIUM POWER SERVES THE NUCLEAR POWER INDUSTRY, WHICH IS HIGHLY REGULATED.

The nuclear power industry is a highly regulated industry. Thorium Power intends to license its fuel designs to nuclear
fuel fabricators, who would, in turn, sell the thorium-based nuclear fuel that is produced using Thorium Power’s
intellectual property to nuclear generating companies. All nuclear companies are subject to the jurisdiction of the
United States Nuclear Regulatory Commission, or its foreign equivalents, with respect to the operation of nuclear
reactors, fuel cycle facilities and handling of nuclear materials and technologies. The U.S. Nuclear Regulatory
Commission, and its foreign equivalents, subject nuclear facilities to continuing review and regulation covering,
among other things, operations, maintenance, emergency planning, security and environmental and radiological
aspects of those facilities. These nuclear regulatory bodies may modify, suspend or revoke operating licenses and
impose civil penalties for failure to comply with applicable laws and regulations such as the Atomic Energy Act, the
regulations under such Act or the terms of such licenses. Possession and use of nuclear materials, including
thorium-based nuclear fuel, would require the approval of the United States Nuclear Regulatory Commission or its
counterparts around the world and would be subject to monitoring by international agencies.

PUBLIC OPPOSITION TO NUCLEAR POWER COULD INCREASE.

Successful execution of Thorium Power's business model is dependent upon public support for nuclear power in the
United States and other countries. Nuclear power faces strong opposition from certain competitive fuels, individuals
and organizations. The occurrence of another major, Chernobyl-like, nuclear accident could have a significant adverse
effect on public opinion about nuclear power and the favorable regulatory climate needed to introduce new nuclear
technologies. Strong public opposition could hinder the construction of new nuclear power plants and lead to an early
shut-down of the existing nuclear power plants. Furthermore, nuclear fuel fabrication and the use of new nuclear fuels
in reactors must be licensed by the United States Nuclear Regulatory Commission and equivalent foreign
governmental authorities. The licensing process includes public hearings in which opponents of the use of nuclear
power might be able to cause the issuance of required licenses to be delayed or denied. In fact, since the Chernobyl
nuclear accident, no new nuclear power plant has been built and opened in the United States.
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MODIFICATIONS TO EXISTING NUCLEAR FUEL CYCLE INFRASTRUCTURE AS WELL AS REACTORS
MAY PROVE TOO EXTENSIVE OR COSTLY.

The existing nuclear fuel cycle infrastructure is predominantly based on low-enrichment uranium oxide fuels.
Introduction of thorium based fuel designs, which require relatively higher enriched uranium or plutonium as a source
of reactivity, into the existing nuclear fuel cycle supply chain would necessitate certain changes to procedures,
processes and equipment used by existing nuclear fuel fabrication facilities and nuclear fuel transportation companies.
In addition, Thorium Power's nuclear fuel designs rely on fabrication technologies that may be different from the
fabrication techniques presently utilized by existing fuel fabricators. In particular, Thorium Power's metallic seed rods
must be produced using a co-extrusion fabrication process that was developed in Russia. Presently, most commercial
nuclear fuel is produced using a pellet fabrication technology, whereby uranium oxide is packed into small pellets that
are stacked and sealed inside metallic tubes. The co-extrusion fabrication technology involves extrusion of a
single-piece solid fuel rod from a metallic matrix containing uranium or plutonium seed fuel. While the co-extrusion
fabrication process has been successfully used in Russia for decades to produce one-meter long metallic nuclear fuel
rods used in nuclear reactors that propel Russian icebreakers, it must be upgraded and tested to demonstrate its ability
to produce longer metallic rods (approximately 3.5-meters long for Russian VVER reactors) so that Thorium Power's
seed fuel can be consistent with the standard length of fuel rods used in existing commercial reactors. Full-size
metallic fuel rods have not yet been produced using this fabrication process, and there are no guarantees that this new
fabrication technology will be successful.

Deployment of Thorium Power's nuclear fuel designs into existing commercial reactors may require modifications to
existing equipment, refueling and fuel handling procedures, and other processes utilized at existing nuclear power
plants. The costs of such modifications are difficult to ascertain. While one of Thorium Power's goals is to make its
fuel designs as compatible as possible with the design of existing commercial reactors in order to minimize the extent
and cost of modifications that may be required, Thorium Power may not be able to achieve compatibility sufficient to
reduce the extent and costs of required modifications enough to make its design economical for reactor operations.

THORIUM POWER’S NUCLEAR FUEL PROCESS IS DEPENDENT ON OUTSIDE SUPPLIERS OF NUCLEAR
AND OTHER MATERIALS.
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Production of fuel assemblies using Thorium Power’s nuclear fuel designs is dependent on the ability of fuel
fabricators to obtain supplies of thorium oxide for the “blanket” component of its fuel assembly design. Fabricators will
also need to obtain metal for components, particularly zirconium. These materials are regulated and can be difficult to
obtain or may have unfavorable pricing terms. The inability of fabricators to obtain these materials could have a
material adverse effect on their ability to market fuel based on Thorium Power’s technology.

THORIUM POWER MAY BE UNABLE TO PROTECT ITS INTELLECTUAL PROPERTY, PARTICULARLY IN
LIGHT OF RUSSIAN INTELLECTUAL PROPERTY LAWS.

Intellectual property rights are evolving in Russia, trending towards international norms, but are by no means fully
developed. Thorium Power works closely with the Kurchatov Institute in Russia to develop some of its intellectual
property and so some of its intellectual property rights derive, or are affected by, Russian intellectual property laws. If
the application of these laws to Thorium Power’s intellectual property rights proves inadequate, then it may not be able
to fully avail itself of its intellectual property and its business model may therefore be impeded.

RISKS RELATED TO THE OWNERSHIP OF NOVASTAR STOCK

THERE MAY BE VOLATILITY IN THE NOVASTAR STOCK PRICE, WHICH COULD NEGATIVELY

AFFECT INVESTMENTS, AND STOCKHOLDERS MAY NOT BE ABLE TO RESELL THEIR SHARES AT OR
ABOVE THE VALUE THEY RECEIVE IN THE MERGER.

The market price of Novastar’s common stock may fluctuate significantly in response to a number of factors, some of
which are beyond its control, including:

- quarterly variations in operating results;
- changes in financial estimates by securities analysts;
- changes in market valuations of other similar companies;

- announcements by Novastar or its competitors of new products or of significant technical innovations, contracts,
receipt of (or failure to obtain) government funding or support, acquisitions, strategic partnerships or joint ventures;

- additions or departures of key personnel;

- any deviations in net sales or in losses from levels expected by securities analysts or any reduction in political
support from levels expected by securities analysts;

- future sales of common stock; and
- results of analyses of mining and resources assets.

23

32



Edgar Filing: NOVASTAR RESOURCES LTD. - Form 424B3

In addition, the stock market has recently experienced extreme volatility that has often been unrelated to the
performance of particular companies. These market fluctuations may cause the Novastar stock price to fall regardless
of its performance.

BECAUSE THE NOVASTAR SECURITIES TRADE ON THE OTC BULLETIN BOARD, THE ABILITY TO
SELL SHARES IN THE SECONDARY MARKET MAY BE LIMITED.

The shares of Novastar common stock have been listed and principally quoted on the NASD OTC Bulletin Board.
Because Novastar securities currently trade on the OTC Bulletin Board, they are subject to the rules promulgated
under the Securities Exchange Act of 1934, as amended, which impose additional sales practice requirements on
broker-dealers that sell securities governed by these rules to persons other than established customers and “accredited
investors” (generally, individuals with a net worth in excess of $1,000,000 or annual individual income exceeding
$200,000 or $300,000 jointly with their spouses). For such transactions, the broker-dealer must determine whether
persons that are not established customers or accredited investors qualify under the rule for purchasing such securities
and must receive that person’s written consent to the transaction prior to sale. Consequently, these rules may adversely
effect the ability of purchasers to sell Novastar securities and otherwise affect the trading market in Novastar
securities.

Because Novastar shares are deemed “penny stocks,” there may be difficulty selling them in the secondary trading
market. The Securities and Exchange Commission has adopted regulations, which generally define a “penny stock™ to
be any equity security that has a market price (as defined in the regulations) less than $5.00 per share or with an
exercise price of less than $5.00 per share, subject to certain exceptions. As Novastar common stock falls within the
definition of penny stock, these regulations require the delivery, prior to any transaction involving Novastar common
stock, of a risk disclosure schedule explaining the penny stock market and the risks associated with it. Disclosure is
also required to be made about compensation payable to both the broker-dealer and the registered representative and
current quotations for the securities. In addition, monthly statements are required to be sent disclosing recent price
information for the penny stocks. The ability of broker/dealers to sell Novastar common stock and the ability of
stockholders to sell Novastar common stock in the secondary market would be limited. As a result, the market
liquidity for Novastar common stock would be severely and adversely affected.

A LARGE NUMBER OF SHARES WILL BE ELIGIBLE FOR FUTURE SALE AND MAY DEPRESS
NOVASTAR’S STOCK PRICE.

Novastar shares that are eligible for future sale may have an adverse effect on the price of the Novastar stock. As of
Stepbember 20, 2006, there were 160,476,474 shares of Novastar common stock outstanding. As of September 20,
2006, about 70 million shares of Novastar common stock were freely tradable without substantial restriction or the
requirement of future registration under the Securities Act. The remainder of the Novastar outstanding shares, most of
which are held by Novastar’s officers, directors and greater than 5% stockholders, may be sold without registration
under the exemption from registration provided by Rule 144 under the Securities Act. In addition, as of August 26,
2006, an additional 18,800,000 shares were subject to outstanding stock options and approximately 23.2 million
shares were subject to outstanding investor warrants.
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Sales of substantial amounts of common stock, or a perception that such sales could occur, and the existence of
options or warrants to purchase shares of common stock at prices that may be below the then current market price of
the common stock, could adversely affect the market price of the Novastar common stock and could impair Novastar’s
ability to raise capital through the sale of its equity securities.

NOVASTAR WILL NOT HAVE CUMULATIVE VOTING AND A SMALL NUMBER OF EXISTING
STOCKHOLDERS CONTROL NOVASTAR, WHICH COULD LIMIT YOUR ABILITY TO INFLUENCE THE
OUTCOME OF STOCKHOLDER VOTES.

Novastar stockholders do not have the right to cumulative voting in the election of Novastar directors. Cumulative
voting, in some cases, could allow a minority group to elect at least one director to the Novastar board. Because there
is no provision for cumulative voting, a minority group will not be able to elect any directors. Accordingly, the
holders of a majority of the shares of common stock will be able to elect all of the members of the Novastar board of
directors.

Novastar executive officers and directors, together with a small number of large stockholders will hold a majority of
Novastar’s outstanding common stock. Similarly, Thorium Power officers and directors as a group together with a
small number of large stockholders own a majority of Thorium Power’s outstanding common stock. As a result, these
entities and individuals will be able to control the outcome of stockholder votes, including votes concerning the
election of directors, the adoption or amendment of provisions in the Novastar charter or bylaws and the approval of
mergers and other significant corporate transactions.

WE DO NOT EXPECT TO DECLARE DIVIDENDS IN THE FORESEEABLE FUTURE.

Neither Novastar nor Thorium Power has historically declared or paid any dividends. Novastar does not expect that
Novastar will pay dividends in the foreseeable future. Rather, Novastar plans to reinvest earnings in mining and
nuclear fuel development.
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COMPARATIVE HISTORICAL AND PRO FORMA PER SHARE DATA

The following table sets forth the historical per share data of Novastar and Thorium Power.

You should read the information below along with Novastar’s and Thorium Power’s consolidated financial statements

included elsewhere in this prospectus.

Historical - Novastar:

Basic income (loss) per share
Diluted net income (loss) per share
Book value per share

Historical - Thorium Power:
Basic loss per share

Diluted loss per share

Book value per share

Pro Forma
Basic and Diluted loss per share:
Including effect of subsequent stock issuance (a)

Pro Forma Book value per share (b)
Historical book value per share

26

YEAR ENDED
JUNE 30, YEAR ENDED  YEAR ENDED
2006 JUNE 30,2005  JUNE 30, 2004

$ ($0.05) $ 0.00
$ ($0.05) $ 0.00

$ 0.12) $ 0.00 $ (0.02)
$ (0.12)

0.00

SIX MONTHS YEAR ENDED  YEAR ENDED

ENDED DECEMBER 31, DECEMBER 31,
JUNE 30, 2006 2005 2004
$ 0.23) $ (0.30)
$ 0.23) $ (0.30)
$ 0.25) $ 0.23) $ (0.18)
$ (0.25)
$ 0.14
PRO FORMA
PROFORMA  PRO FORMA AS
AS OF AS OF OF
JUNE 30, JUNE 30, JUNE 30,
2006 2005 2004
$ 0.01) $ 0.00
$ (0.06) — -
$ 0.00 $ 0.00
$ (0.02)
$ 0.00
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(a) For pro forma loss per share, including effect of subsequent stock issuance, Novastar’s historical shares of

common stock outstanding were increased for the additional 36,659,837 shares issued in the private placement in May
2006 and for the 135,638,023 shares issued to Thorium Power pursuant to the merger agreement.

(b) Book Value per share is computed using the adjusted equity of Novastar after the adjustments for subsequent
events and elimination adjustments outlined in the unaudited consolidated pro forma balance sheet as of June 30,

2006, submitted with this registration statement.

The historical book value per share is computed by dividing stockholders’ equity by the number of shares of common

stock outstanding at the end of each period presented.

The merger will be accounted for as a reverse merger, recapitalization of Thorium Power, with Thorium Power treated

as the accounting acquirer.

MARKET PRICE AND DIVIDEND INFORMATION

NOVASTAR. Novastar common stock is listed and traded on the OTC Bulletin Board. The following table sets forth
the high and low closing per share sales prices of Novastar common stock as reported on the OTC Bulletin Board for
the quarterly fiscal periods presented below. The quotations were obtained from the OTC Bulletin Board website and

reflect inter-dealer prices, without retail mark-up, mark-down or commission and may not represent actual

transactions.

FISCAL YEAR

2006

2005
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QUARTER ENDING

June 30, 2006

March 31,
2006

December 31,
2005

September 30,
2005

June 30, 2005

March 31,
2005

December 31,
2004

September 30,
2004

0.74

0.88

0.28

0.29

0.22

0.22

0.29

0.04

0.43

0.19

0.14

0.13

0.077

0.09

0.07

0.017
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On February 13, 2006, the last full trading day before the announcement of the execution of the merger agreement, the
closing per share sales price for the Novastar common stock was $0.80 on the OTC Bulletin Board. On August 2,
2006, the most recent practicable date, the closing per share sales price for the Novastar common stock was $0.54 on
the OTC Bulletin Board. As of August 2, 2006, there were approximately 154 holders of record of Novastar common
stock.

THORIUM POWER. Thorium Power common stock is not publicly traded, and market price information is therefore
not available.

DIVIDEND INFORMATION

Novastar has never declared or paid cash dividends on its shares of common stock. Novastar anticipates that any
earnings will be retained for development and expansion of its business and does not anticipate paying any cash
dividends in the near future. Novastar’s board of directors has sole discretion to pay cash dividends based on its
financial condition, results of operation, capital requirements, contractual obligations and other relevant factors.

Thorium Power has never declared or paid any cash dividends on its common stock and has no intention of paying
cash dividends in the foreseeable future.
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APPROVAL OF THE MERGER

The following is a description of the material aspects of the merger, including the merger agreement. While Novastar
and Thorium Power believe that the following description covers the material terms of the merger, the description
may not contain all of the information that is important to you. More detailed information is contained elsewhere in
this prospectus, including the annexes. A copy of the merger agreement is set forth in Annex A to this prospectus.
Novastar and Thorium Power encourage you to read the merger agreement carefully for a complete description of the
terms of the merger.

BACKGROUND OF THE MERGER

Thorium Power was first contacted by Novastar on May 18, 2005, when Sean Mulhearn, the former Secretary of
Novastar, telephoned Seth Grae, President and CEO of Thorium Power. Sean Mulhearn had conducted a Google

search on “thorium” and had found the Thorium Power web site. Sean Mullhearn asked Seth Grae about the prospective
use of thorium in nuclear reactors. Novastar Resources was interested in acquiring mineral rights to properties
containing thorium, in the belief that thorium would be used as a nuclear reactor fuel in the future, causing the
commodity price of thorium to rise, as had happened with uranium in the past when it began to be used in reactor

fuels. Sean Mulhearn was also interested in thorium as a result of having read articles claiming that thorium fuels

could result in growth in nuclear power, as thorium fuels could help make reactors safer and more
proliferation-resistant while also being used to eliminate existing plutonium stockpiles.

At the time of this first contact by Novastar, Thorium Power was experiencing a liquidity shortfall and was trying to
raise the additional capital the company needed to fund its operations. On June 14, 2005, Seth Grae together with
Andrey Mushakov, Treasurer & Secretary of Thorium Power, met with Novastar representatives Sean Mulhearn,
Strato Malamas, and Seth Shaw at the Thorium Power office in McLean, VA. At the meeting, each party described to
the other details about the business and future plans for each company. The discussion included ways in which the two
companies’ businesses were complementary, since deployment of Thorium Power's nuclear fuels could help drive
demand for thorium, a raw material to which Novastar intended to acquire mineral rights. At the end of the meeting,
Thorium Power and Novastar agreed in principle to cooperate with each other in the area of promoting use of thorium
as a nuclear fuel. Soon thereafter, Seth Grae was offered a position on the advisory board of Novastar, to help advise
Novastar on how thorium could be used in nuclear reactors so as to help increase demand for the commodity thorium.
Seth Grae accepted the position on Novastar’s advisory board on July 14, 2005 and received 1,000,000 restricted
shares of Novastar common stock as compensation for acting as a Novastar advisory board member.

The first Thorium Power board of directors meeting in which Novastar was discussed occurred on June 22, 2005. At
that meeting, Thorium Power decided to begin conducting due diligence on Novastar. Thereafter, on November 7,
2005, Thorium Power held a board of directors meeting at which Novastar was again discussed. At this meeting, the
Thorium Power board of directors fosused on a possible business combination with Novastar.
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The Thorium Power board of directors then held meetings by conference call on December 15, 2005, December 18,
2005, January 4, 2006, January 24, 2006, and February 11, 2006. At each such meeting the propriety of a business
combination with Novastar was discussed. In addition, on June 22, 2005 and April 26, 2006, the board of directors of
Thorium Power met in person to discuss the potential business combination with Novastar.

In December 2005, Novastar leased office space in the same office suite in McLean, Virginia, where Thorium Power
leases its office space.

On January 10, 2006, Seth Grae, who was then the chief executive officer and a director of Thorium Power and an
advisory board member of Novastar, met with Seth Shaw, the Director of Strategic Planning of Novastar, and Alan
Gelband, who was acting as Novastar’s investment banker. At that meeting Messrs. Grae, Shaw and Gelband
negotiated the principal terms of a business combination of Thorium Power and Novastar. Later that day, Mr. Grae
and Charles Merchant executed and delivered on behalf of Thorium Power and Novastar, respectively, a non-binding
letter of intent relating to the merger.

Thereafter, on February 14, 2006, Novastar, TP Acquisition Corp. and Thorium Power entered into the merger
agreement. On June 12, 2006, the parties amended the merger agreement in order to reflect the exact distribution of
the merger consideration among the Thorium Power stockholders, option holders and warrant holders. On August 8,
2006, the parties further amended the merger agreement in order to adjust the ratio of shares to be issued by Novastar
to the security holders of Thorium Power as a result of the cashless exercise of some stock options by certain Thorium
Power security holders.

THORIUM POWER’S REASONS FOR THE MERGER

The Thorium Power board of directors ultimately concluded that the Novastar proposal should be accepted and
recommended that the stockholders approve the proposal, and that an exchange ratio that will result in the Thorium
Power stockholders (along with option and warrant holders who will receive Novastar common stock at the closing in
exchange for such options and warrants) owning approximately 54.5% of the combined company (before the dilution
resulting from certain Novastar fundraising activities), in the aggregate, is fair to and in the best interests of Thorium
Power and its stockholders. This conclusion was based on a number of factors including, without limitation, the
following:

1Following the merger, the combined company will be a public reporting company. The combined company will be
able to use registered securities to effect acquisitions of assets and possibly businesses in the future. Thorium Power
being a public company will result in increased visibility in the financial community. Status as a public reporting
company will also result in improved transparency of operations and a perceived credibility and enhanced corporate
image of being a publicly traded company.

1 Thorium Power’s existing stockholders will benefit from holding the publicly traded Novastar shares with
an increase in the liquidity of their investments in Thorium Power.
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I Novastar had an existing base of institutional stockholders that were already involved in Novastar and, accordingly,
had a reason to support Novastar and the proposed business combination.

1The Thorium Power board of directors believes that the merger will be viewed favorably by private equity investors
and will enhance the combined company’s ability to obtain private equity investment, both due to the prospect of a
public trading market resulting from the merger and from the credibility and contacts of Novastar and its advisors in
the investment community. In fact, following the execution of the merger agreement, Thorium Power received
private equity financing in the aggregate amount of approximately $1,000,000 from investors other than Novastar,
some of whom were introduced to Thorium Power by Novastar and its advisors. In addition, since signing the
merger agreement, Novastar has raised in excess of $15 million in financing through private placements of its equity
securities. This equity investment allowed Novastar to pay off its outstanding liabilities and still retain capital
resources that will be available to the combined company after the merger is closed, and the Thorium Power board
of directors believes that such financing would have been very difficult or impossible to obtain had the merger not
been contemplated.

1 As part of the transaction, Seth Grae was to become Chief Executive Officer of Novastar, and existing Novastar
management would not have a continuing leadership role.

1The Thorium Power board of directors believes that Novastar’s investment in Thorium Power during the period preceding execution of the
merger agreement, in an aggregate amount of approximately $600,000 was a concrete signal of Novastar’s commitment to Thorium Power’s
goals, which would continue to the stockholders following the merger.

1The board of directors believes that Thorium Power’s access to capital markets will be better once Thorium Power is
merged with Novastar, a public company.

1 Merging with a public company may be a more efficient way of becoming publicly traded.

I Novastar’s rights to certain exploration stage properties in Queensland, Australia that may contain thorium deposits
and Novastar’s rights to certain properties in Alabama that may contain thorium deposits, other rare earth minerals
and platinum group metals.

The Thorium Power board of directors approved the merger and the merger agreement based on the foregoing.
NOVASTAR’S REASONS FOR THE MERGER

The Novastar board of directors, which at the time consisted of Charles Merchant and Paul C. Carter, determined, on
February 9, 2006, that the merger is fair to and in the best interests of Novastar and its stockholders and recommended

that the stockholders approve the proposal, and has approved the merger agreement and the merger based on a number
of factors, including, without limitation, the following:
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1 Thorium Power has technology that Novastar believes is promising and Novastar believes that Thorium Power’s
business model is sound and that Thorium Power has good growth and expansion prospects.

I Novastar believes that the merger of the two companies will create synergies that will benefit the stockholders of the
combined company.

1The Novastar board of directors believes that the merger will be viewed favorably by private equity investors and
will enhance the combined company’s ability to obtain private equity investment, both due to the prospect of a public
trading market resulting from the merger and from the credibility and contacts of Novastar and its advisors in the
investment community. Since signing the merger agreement, Novastar has raised in excess of $15 million in
financing through private placements of its equity securities. This equity investment allowed Novastar to pay off its
outstanding liabilities and still retain capital resources that will be available to the combined company after the
merger is closed, and the Novastar board of directors believes that such financing would have been very difficult or
impossible to obtain had the merger not been contemplated.

Effective April 2, 2006, Charles Merchant and Paul C. Carter each resigned from Novastar board of directors, and
Seth Grae, Thomas Graham, Jr., and Cornelius J. Milmoe each became directors of Novastar.

INTERESTS OF SOME THORIUM POWER OFFICERS AND DIRECTORS IN THE MERGER

Thorium Power stockholders should be aware that certain executive officers and directors of Thorium Power have
interests in the merger that may be different from, or in addition to, the interests of Thorium Power stockholders
generally. The Thorium Power board of directors was aware of the interests described below and considered them,
among other matters, when adopting the merger agreement and recommended that Thorium Power stockholders vote
to approve the merger agreement and to approve the merger. These interests are summarized below.

APPOINTMENT OF THORIUM POWER EXECUTIVE OFFICERS BY NOVASTAR

Following the execution of the merger agreement, Seth Grae, the Chief Executive Officer of Thorium Power, entered
into an employment agreement with Novastar. Mr. Grae became the Chief Executive Officer and President of
Novastar on April 2, 2006, and he became a director of Novastar on April 2, 2006. He has also retained all of his
positions with Thorium Power. In addition, on April 2, 2006, Thomas Graham, Jr. became a director of Novastar, and
on April 3, 2006 he became the Chairman of the board of directors of Novastar, while remaining a director of
Thorium Power. Also, on July 27, 2006, Andrey Mushakov, the Treasurer and Secretary of Thorium Power became
the Executive Vice President - International Nuclear Operations of Novastar and continues as an officer of Thorium
Power (which will become a wholly owned subsidiary of Novastar at the closing).
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COMPENSATION AND EQUITY INTERESTS

On February 14, 2006, at the same time that the merger agreement was entered into among the parties, Novastar and
Seth Grae entered into an employment agreement and a stock option agreement. Pursuant to the employment
agreement, Novastar has agreed to pay Mr. Grae an annual salary of $275,000 for performing the duties described in
the employment agreement. In addition, Novastar issued to Mr. Grae pursuant to the agreement 5,000,000 shares of
restricted stock and granted to Mr. Grae 7,200,000 non-qualified stock options, with a term of ten years at an exercise
price of $0.795 per share. The options vest with respect to 6/48 of the total number of shares granted on August 14,
2006 and vest 1/48 on first day of each month thereafter until all options have vested. The 5,000,000 shares of
restricted stock vest immediately on issuance but 2,500,000 may not be directly or indirectly sold, transferred or
otherwise disposed of for a period of one year and the remaining 2,500,000 for a period of two years, except for sales,
transfers or other dispositions made to family members, for estate planning purposes, or pursuant to a qualified
domestic relations order. The shares will also be subject to the provisions of Rule 144 promulgated under the
Securities Act. Mr. Grae was named CEO of Novastar on March 17, 2006, though the agreement did not take effect
until April 2, 2006, the date that Novastar obtained D&O liability insurance coverage, and the agreement terminates
on April 2, 2011 the fifth anniversary of the date of the agreement. Prior to entering into the employment agreement
with Novastar, Mr. Grae was on the Novastar advisory board. He had received a total of 1,000,000 shares of Novastar
common stock for agreeing to be on Novastar’s advisory board. Therefore, Mr. Grae owns a total of 6,000,000 shares
of Novastar common stock and he has options to purchase an additional 7,200,000 shares of Novastar’s common stock.
In addition, Mr. Grae currently owns 313,698 shares of Thorium Power common stock and options to purchase an
additional 208,000 shares of Thorium Power common stock at exercise prices ranging from $4 to $10. Upon
consummation of the merger, these Thorium Power securities will be converted into Novastar securities. Upon
consummation of the merger, Mr. Grae will own a total of 14,039,452 shares of Novastar common stock and he will
also own the options to purchase an additional 12,530,624 shares of Novastar common stock that are described above.

Thomas Graham, Jr. has been a director of Thorium Power since July 1, 1997 and he became a director of Novastar on
April 2, 2006. On July 27, 2006, Ambassador Graham entered into an employment and stock option agreement with
Novastar. Under the employment agreement, Mr. Graham acts as the Chairman and Secretary of Novastar. Pursuant to
the employment agreement, Novastar has agreed to pay Ambassador Graham an annual salary of $130,000 for
part-time employment of an average of three out of five business days per week or 24 hours of his business time per
week. In addition, Novastar granted to Ambassador Graham non-qualified stock options for the purchase of 1,500,000
shares, with a term of ten years at an exercise price of $0.49. The options vest in equal monthly installments over a
three year period. Ambassador Graham owns a total of 40,025 shares of Thorium Power common stock and options to
purchase 100,000 shares of Thorium Power common stock at a exercise price of $10 per share. Ambassador Graham
owns 190,000 shares of Novastar common stock. Upon consummation of the merger, Ambassador Graham will own a
total of 1,215,761 shares of Novastar common stock and he will own options to purchase 4,062,800 shares of
Novastar common stock.

Andrey Mushakov has been the Treasurer of Thorium Power since April 2002 and Treasurer and Secretary of
Thorium Power since July 2003. On July 27, 2006, Mr. Mushakov entered into an employment and stock option
agreement with Novastar. Under the employment agreement, Mr. Mushakov was appointed as the Executive Vice
President - International Nuclear Operations. Pursuant to the employment agreement, Novastar has agreed to pay Mr.
Mushakov an annual salary of $160,000 for performing the duties described in the agreement. In addition, Novastar
issued to Mr. Mushakov, pursuant to the agreement, 1,500,000 shares of restricted stock and granted Mr. Mushakov
2,250,000 non-qualified stock options with a term of ten years at an exercise price of $0.49 per share. On July 27,
2006, 234,375 options vested and the remaining 2,015,625 options will vest in equal monthly installments. The
1,500,000 shares of restricted stock vest immediately on issuance, but 750,000 may not be directly or indirectly sold,
transferred or otherwise disposed of for a period of one year and the remaining 750,000 for a period of two years,
except for sales, transfers or other dispositions made to family members for estate planning purposes or pursuant to a
qualified domestic relations order. Mr. Mushakov owns options to purchase a total of 37,500 shares of Thorium Power
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common stock. Upon consummation of the merger, Mr. Mushakov will own 1,500,000 shares of Novastar common
stock and 3,211,050 options to purchase shares of Novastar common stock.
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INTERESTS OF SOME NOVASTAR OFFICERS AND DIRECTORS IN THE MERGER

As of April 2, 2006, Messrs. Grae and Graham, who are members of the board of directors of Thorium Power, became
members of the board of directors of Novastar while retaining their position as members of the board of directors of
Thorium Power. In addition, on such date, Cornelius J. Milmoe became a director of Novastar and on April 4, 2006 he
became Novastar’s Chief Operating Officer. Further, on July 27, 2006, Andrey Mushakov became the Executive Vice
President - International Nuclear Operations while retaining his position as Treasurer & Secretary of Thorium Power.
Paul Carter, who was the President, Chief Executive Officer, Chief Financial Officer, Treasurer and a director of the
Novastar since 2002 has resigned from all of such positions with Novastar and no longer holds any positions with
Novastar. Charles Merchant, who was the Chief Operating Officer and Interim Chief Executive Officer and a director
of Novastar has resigned from all of such positions with Novastar and no longer holds any positions with Novastar.
Sean Mulhearn, the Secretary of Novastar has resigned from such position effective March 17, 2006 and no longer is
an officer of Novastar. Seth Shaw, the Director of Strategic Planning of Novastar, continues to hold such position and
will remain in such position following the merger.

For information regarding the interests in the merger of Seth Grae, Thomas Graham, Jr. and Andrey Mushakov, who
are directors and/or officers of both Novastar and Thorium Power, see the disclosure above under “INTERESTS OF
SOME THORIUM POWER OFFICERS AND DIRECTORS IN THE MERGER.”

Cornelius J. Milmoe has been a director of Novastar since April 2, 2006 and he became the Chief Operating Officer of
Novastar on April 4, 2006. Mr. Milmoe owns a total of 75,000 shares of Novastar common stock, which were issued
by the Company upon Mr. Milmoe’s employment with the Company. However, 37,500 of these shares may not be
directly or indirectly sold, transferred or otherwise disposed of for a period of one year and the remaining 37,500 for a
period of two years, except for sales, transfers or other dispositions made to family members, for estate planning
purposes, or pursuant to a qualified domestic relations order. The shares will also be subject to the provisions of Rule
144 promulgated under the Securities Act. In connection with his employment with Novastar, Mr. Milmoe is entitled
to receive a compensation package that included the following: an annual base salary of $200,000; a stock option
grant to acquire 525,000 shares of Novastar common stock pursuant to the Novastar 2006 Stock Plan; an annual
incentive bonus to be determined by the board of directors of Novastar; reimbursement for all reasonable and
necessary expenses incurred in connection with Mr. Milmoe’s employment with Novastar; and four weeks of paid
vacation per year. Mr. Milmoe will also be permitted to participate in all employee benefit plans, policies and
practices now or hereafter maintained by or on behalf of Novastar commensurate with Mr. Milmoe’s position with
Novastar. Upon consummation of the merger, Mr. Milmoe will own a total of 75,000 shares of Novastar common
stock and he will own options to purchase 525,000 shares of Novastar common stock.
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Larry Goldman became Novastar’s Treasurer and Acting Chief Financial Officer on June 13, 2006. Mr. Goldman owns
a total of 75,000 restricted shares of Novastar Common Stock, which were issued by Novastar upon Novastar’s entry
into a consulting agreement with Mr. Goldman. Pursuant to the consulting agreement, Mr. Goldman receives hourly
compensation of $170.00 for services provided to Novastar, subject to a maximum of ten hours per day. The contract
includes payment for a minimum of 40 hours per month. The contract can be terminated by Novastar at any time, but
Novastar must provide at least 180 days advance written notice. Pursuant to the consulting agreement, Mr. Goldman
was granted nonqualified options for the purchase of an additional 350,000 shares of Novastar common stock pursuant
to Novastar’s 2006 stock plan. Upon consummation of the merger, Mr. Goldman will own a total of 75,000 shares of
Novastar common stock and options to purchase a total of 350,000 shares of Novastar common stock.

Victor Alessi became a Director of Novastar on August 21, 2006. Pursuant to terms of the Independent Director’s
Contract, dated August 21, 2006, between Victor E. Alessi and the Company (the “Alessi Director Contract”), Mr.
Alessi will receive a fee of $40,000 per year, payable, at the option of Mr. Alessi, either in cash or in shares of the
Company’s common stock (the value of which is determined by reference to the closing price of the Company’s
common stock on last trading day before the end of the quarter for which the shares will be issued). Additionally, the
Alessi Director Contract grants to Mr. Alessi non-qualified options to purchase up to 500,000 shares of the common
stock of the Company, which shall vest in equal monthly installments over a three-year period, with accelerated
vesting upon upon the termination of Dr. Alessi’s employment by the Company without Cause (as defined in the Alessi
Director Contract).

INDEMNIFICATION AND D&O INSURANCE

Novastar's bylaws provide that its directors and officers will be indemnified to the fullest extent permitted under the
laws of Nevada. Pursuant to Nevada General Corporation law, a corporation may indemnify any of its directors and
officers if he acted in good faith and in a manner which he reasonably believed to be in or not opposed to the best
interests of the corporation, and, with respect to any criminal action or proceeding, had no reasonable cause to believe
such conduct was unlawful. In addition, Novastar has obtained a Directors and Officers’ Insurance Policy with AIG for
a coverage limit of $5 million and excess coverage with Hartford for an additional $5 million.

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and
controlling persons of the small business issuer pursuant to the foregoing provisions, or otherwise, we have been
advised that in the opinion of the Securities and Exchange Commission such indemnification is against public policy
as expressed in the Securities Act and is, therefore, unenforceable.

VOTES REQUIRED FOR APPROVAL OF THE MERGER

In order for the merger to close, the merger must be approved by holders of a majority of Thorium Power’s outstanding
shares of voting stock. By written consent dated April 12, 2006 holders of the requisite number of Thorium Power’s
voting stock approved the merger. No further Thorium Power stockholder action is required to consummate the
merger.
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The Novastar stockholders are not required to vote on the merger. However, one of the conditions to the merger is that
Novastar must amend its certificate of incorporation to increase the number of authorized shares of Novastar common
stock to 500,000,000 and change the name of Novastar to “Thorium Power Ltd.” Novastar expects to obtain the written
consent of the holders of a majority in interest of its common stock, which is required in order to effectuate such
charter amendments. Novastar does not anticipate soliciting any proxies for this purpose nor does Novastar expect to
have a stockholders meeting relating to the charter amendments. Upon obtaining the requisite written consents,
Novastar will distribute an information statement to its stockholders that describes these charter amendments and the
related written consent.
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THE MERGER AGREEMENT

The following summary describes the material provisions of the merger agreement, as amended. The provisions of the
merger agreement are complicated and not easily summarized. This summary may not contain all of the information
about the merger agreement that is important to you. The merger agreement is attached to this prospectus as Annex A
and is incorporated by reference into this prospectus, and we encourage you to read it carefully in its entirety for a
complete understanding of the merger agreement.

GENERAL

On February 14, 2006, Novastar, TP Acquisition Corp. and Thorium Power entered into the merger agreement, which,
as amended, provides for the merger of Thorium Power with TP Acquisition Corp., pursuant to which Thorium Power
will be the surviving corporation in the merger. After the merger the charter of the surviving corporation will be the
certificate of incorporation of TP Acquisition Corp. and the by-laws of the surviving corporation will be those of TP
Acquisition Corp.

If the merger is completed, stockholders of Thorium Power will no longer hold any interest in Thorium Power. They
will become security holders of Novastar and their rights will be governed by Novastar’s articles of incorporation and
by-laws and by the laws of Nevada. See “Comparative Rights of Holders of Thorium Power Common Stock and
Novastar common stock” for information about the relative rights of Thorium Power and Novastar security holders.

MERGER CONSIDERATION

Upon consummation of the merger, each share of outstanding Thorium Power common stock (except shares as to
which appraisal rights have been properly perfected and shares owned by Novastar) shall be converted into the right to
receive 25.628 shares of Novastar common stock.

As a result of the merger, the shares of Thorium Power capital stock will no longer be outstanding, will automatically
be cancelled and retired and will cease to exist, and each holder of a certificate representing such share immediately
prior to the merger will cease to have a