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CHAIRMAN’S LETTER

Dear investor

The Board of Directors of Zambszi Resources Limited is pleased to offer you the opporiunity to subscribe for shares in the Company,
in its initial public offer in Australia,

Zambezi is carrently listed on the AIM market of the London Stock Exchange {"AIM™} and holds extensive exploration licenses,
primarily in southern Zambia. These licences cover an area of approximately 16,300 square kilometres.

Zambia is & country with abundant mineral endowment and a proud track record for mine development by emerging companiaes,
as demonstrated by the activities of Equinox Besources Limited, Albidon Limited {both ASX listed} and First Quantum Minsrals {TSX
listed). Resource development in Zambia is suppored by a modern Mines Act, a well esiablished security of tenure and British
system of common law in a country which has no currency restrictions and a favourable investment tax regime. Zambia has enjoyed
a century of peace, with an effective working multiparty democracy for the past 15 years and has well established infrastructure.
Importantly, Zambia has an established mining culture developed from nearly a century of activity on the famous Copperbelt.

Bluring 2003 and 2004, grior to listing on Al on 26 July 2004, the Company assembled a significant landholding of properties in
southern Zambia prospective for fron Oxide Copper Goid ("IGCGE") stvle mineralisation. Since listing on AlM, Zambezi has beaen
actvely applying systematic modern exploration methodologies including state of the art geochemical and gecphysical technigues
o dafine mineralised targets.

Zambezi has, since incorporation, sought to increass its Sharehclders’ wealih through mainiaining its primary focus on advancing
exploration for copper, goid and uranium towards resource development,

To date, Zambezi has covered approximately 20% of its exiensive tenement portfolio using these modsern methods of exploration. The
Company has undertaken driil testing on several prospects and has highlighted significant mineralisation and subssguently entered
in o a Joint Venture on two of these projecis with Giencore. The Company retains 100% cwnership of two other advanced expicration
proiecis and is actively exploring the remaining acreage both in joint venture and in its own right.,

It is the view of the Board of Directors that investment in Zambezi provides leveraged access to an emerging copper-gold province
in southern Zambia. The funds being sought under this Offer wili enable the Company to undertake an aggressive exploration and
evalustion program for copper, goid and uranium. This will include extensive rescurce definition driling on the Company's lead
coppergold project at Cheowa with the aim of completing a Prefeasibility Study (PFS) by June 2008. 1n addition, the Company will
undertake an extensive exploration drilling campaign at the Kangaivwi-Chisawa copper project with the intention of defining an
Inferred Minerat Besource in accordance with the 2004 JORC Code by March 2008, Further drilling wili be conductad to beter define
the mineralisation at the Chakwenga gold project, and the Company intends to develop a pipeline of drilt ready targets at key projects
at Mwembashi, Mulofwe Dome and Mpands Dome.

Recent advances in gecophysical data acguisition metheds and modeling fechnigues, particularly VTEM, have given the Company
s techrical advantage over the previous explorers. The lack of any significant exploration on the Company’s tenemenis for more
than 30 years in such a highly prospective ferrain offers potsntiaily exciting opportunities through the diligent appiication of modern
exploration methods,

The Beard offers a blend of exploration and rescurce development skills, with significant technical, corporats, and financial
experience. Ths Zambian-based expioration team is one of the largest and best credentialed in Africa, and has developed a
significant execution capacity over the last two years.

Along with the other members of the Board, | recommend this investment opportunity to you and ook forward to your participation in
this potentially highly rewarding ventura,

Yours faithfally

Brian Rear
Chairman
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INVESTMENT HIGHLIGHTS

The Directors of Zambezi Resources Limited belisve the reasons fo consider invaesting in Zambian mirerals via the Company
inciude:

THE COMPANY

Zambezi has been actively exploring in Zambia since its listing on AlM on 26 July 2004, During 2003 and 2004, prior to listing, the
Company asssmbled a significant landhoiding of properties in southern Zambia prospective for fron Gxide Copper Geld {"1OCG™)
style mineralisation. Since #siing Zambezi has apphed sysiematic modern exploration methodologies including state of the ar
gsochemical and geophysicat technigues to define mineralised targets.

To date, Zambezi has covered approximately 20% of its exiensive tenement portfolio using these modsern methods of exploration. The
Company has undestaken drill testing on several prospects and has highlighted significant mineralisation and subsequently enterad
in o a Joint Venture on two of these projects with Giencore. The Company retains 100% cwnership of two other advanced expicration
projects and is actively exploring the remaining acreage both in joint venture and in #s own righi,

THE COUNTRY

Zambia is a country with abundant mineral endowment and boasts an exemplary track record for ming development by emarging
companies, as demonstrated by the activities of Equinox Resources Limited, Albidon Limited {poth ASX listed) and First Quantum
Minerals (TSX listed).

This resource development resurgence in Zambia is supported by a modern Mines Act, well established security of tenure and British
system of common law in a country which has no currency restrictions and a favourable investment tax regime.

Zambia has enjoyed a century of peace, with an effective working multiparty democracy for the past 15 years and has well
established infrasiructure.

THE PROJECTS

Over the past three years, the Company has conducted focussed and systematic expioration of its sxisnsive tsnement holdings, and
has entered into joint ventures with Gisncore on the Cheowsa Project and the Chongwe Copper Belt Project. Glencore must spend
LSS 16m over two years to earn 51% of these projects.

Cheowa JV Chongwe Copper Belt JV
Mirimum expenditure before withdrawal SE4 million LiS52 .4 million
Expenditure to sarn 51% US$1C million US%E million
“Expenditure to earn 70% US%10 million or complets BFS
minimum interest of non-participant party in any mining operation 3% NSR 3% NSR
Manager uniil 51% Zambezi Zambezi
Manager aiter 51% Glencore Glencore

*f Zambezi elects not to coniribute o the Cheowa SV once Glencore has earned 51%, Glencore can procesd to 70% as indicated, [f Zambezi elects

nct to contribute to the Chongwe Copper Belt JV once Glencare have earnad 51%, standard indusiry dilution clause applies.

At Cheows, the Company's lead project, Glencore must spend US$10m to earn 51%. Zambez! is managing an aggressive 2007
driling program designad o complete a pre-feasibiiity study by mid 2008, To date, an initial Inferred Mineral Resource preparsd in
sccordance with the 2004 JORC Code of 1.7mt @ 1.5% Cu and 0.5gp! Au has been estimated over a strike lengih of just 700 metres
of & potentially mineralised 8km strike length.

At the Chongwe Copper Belt Project, Glencore must spend $6m to earn 51%. This project includes numerous Known copper
occurrences over a sirike length of 8Ckm. At the Chalimbana prospect, Zambezi has estimated an inferred Mineral Resource
prepared in accordance with the 2004 JORC Code of 5.3 million tornes at 0.8% copper.

The Kangaluwi copper project 1s the nexi most advanced exploration project and is 100% owned by Zambezi. The project was
discovered by gediogical prospecling and soil geochemical sampling, and generated excellent first pass driliing results during laie
20086, inciuding intercepts of 21m at 1.88% copper and 2bm at 1.34% copper. The Company is planning approximately 30,000m



of resource drilling during 2007 and is undertaking a major regional
airborne VTEM geophysical survey to aid in target definition.

Mulctws is the Companys most exciting grassrcots exploration
target and exhibits many of the characteristics of the classical I0CG
geological model. The Company has ideniified numercus mineralised
ouicrops via rock chip sampiing and intends to increase its knowiedge
base this year with a major geclogical interpretation exercise, including
gsochemical sampling and a regional airborne VTEM geophysical
survay o aid in target definition. |t is infended to drill defined targets
in 2008,

The Company is alsc continuing with grassroots exploration on many
other prospects, thereby keeping the prolect pipeling iull. The Company
has a significant in-country prasence with a team of 25 gedlogisis and
s total of 100 sta# based in a medem and efficient office in Lusaka.

Approximately 35% of expenditure in 2007 and 2008 will be spent in
ground with 100,000 metres of drilling pianned for 2007, 80% of which
is targeting resource drill out programs.

Zambezi alsc has a 35.3% strategic invesiment in its sister company,
Zambezi Nickel Uimited (ZNI), and has recently entered inic a Joint
Vanture under which ZN will acquire the uranium rights to the Oryx
aranium prospect plus ancther 11 high pricrity radiometric anomailiss
identified by Zambezi within its Mpande, Bufunsa, Mulungushi and
Chumbwe licences, ZNI must spend a fotai of US$Ss mition over 2.5
years to earn a 51% squity interest in the 100%-owned Zambez:
companies controling the Zambian uranium rights, with 2N} to sperd a
minirmum of USES million before it can withdraw from the Joint Venire,
LiS%2 million must be spent on the Chumbwe licence, which contains
the Oryx prospect. On ZNi earning a 51% intersst in all uranium rights,
ZRL can elect to fund ongoing expioration and development costs on
a pro rata basis or elect to allow ZNI 1o fund exploration through to
completion of a Definitive Feasibility Study or Studies (DFS),

Zambezi is also conducting joint venidre negotiations with interested
parties on four of its prospective grass roots goid projects at Chumbwe,
Jessie, Chipata and Mozambigue.

THE BOARD AND MANAGEMENT

The Board has been assembled to meet the listed company demands
of an exploration company which aspires to production in the medium
term. Accordingly, there is a broad range of technical, operational,
financial and markseting skills with significant exposure o business in
southern Africa. The managemsnt team is focussed, integrated and
well managed to achieve the Company’s objectives in an efficient and
timely fashion.

THE 0BJECTIVE

The Company's primary objective is to maximise shareholder weaith by
capitai growth and dividend through the discovery of economic mineral
deposits and the development of profitable mining operations.
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IMPORTANT INFORMATION

This Prospecius is dated 6 June 2007 and a copy of tis Prospectus was lodged with the Australian Securities and Investmenis
Commission {"ASIC"} on that dats. ASIC takes no responsibility for the contents of this Prospectus. No securitiss will be aliotied or
issusd on the basis of this Prospectus later than the expiry daie of this Prospecius being the date which is 13 months after the daie
of this Prospectus. Securities allotted or issued pursuant to this Prospectus will be allotted or issued on the terms and conditions set
out in the Prospecius.

Befors deciding 1o invest in the Company, potential investors shoudd read the entire Prospectus and, in particular, in considering the
prospects for the Company, invesiors should consider the risk factors that could affect the financial performance of the Company.
Invesiors should carefully consider these factors in light of personal circumstances {including financial and taxalion issues). The Shares
offered by this Prospectus should be considered speculative. Reler to Section 8 for details relating o risk factors. Investors should
seek professicnal advice from an accountant, stockbroker, lawysr or other professional adviser befors deciding whethsr to invast.

No person is authorised to give any information or to make any represeniation in connection with the Offer described in this
Prospectus which is not contained in this Prospectus. Any information or represeniation not so coniained may not be relied on as
having besn authorised by the Company in connaction with the Offer,

This Prospectus does not constitute an offer or invitation in any place in which, or to any persen to whom, it would not be lawful o
make such an offer or invitation. The distribution of this Prospectus in jurisdictions outside Ausiralia may be resiricted by law and
persons who come into possessicn of this Prospectus should sesk advice on and observe any such restrictions. Any failure to comply
with such rastrictions may constitute a violation of applicable securities laws.

No actlion has been taken to register or qualify the Shares or the Offer, or otherwise 1o permit a public offering of the Shares, in any
wirisdiction outside Australia. The Company is currently listed on the AlM market ("AIM™) of the London Stock Exchange. AlM is the
London Stock Exchange's international market for smaller growing companies. The Company has approximately 500 shareholders
on its shareholder register who all hold sharas that are freely radeable on the Al exchange.

This Prospectus will be issued as an Electronic Prospectus and may be accessed on the Internet at www.zambeziresources.com.
The Offer pursuant to an Electronic Prospectus is only available to persons receiving an elecironic version of this Prospectus within
Austratia. The Corporations Act prohibits any person from passing 1o another person the Application Form unless it is altached to or
accompanies the complets and unaltered version of this Prospectus. During the Offer period, any person may obtain a hard copy of
the Prospecius by contacting the Company.

In accordance with Chapter 60 of the Corporations Act, this Prospectus is subject to an exposure period of seven days from the
date of lodgement with ASIC. This pericd may be exiendsd by ASIC for & further period of up to seven days. The purpose of this
exposure period is to enable this Prospectus 1o be examined by market participanis prior to the raising of funds, which examination
may resuit in the identification of deficiencies in this Prospectus. If this Prospectus is found to be deficient, Applications received
during the exposure period will be deal! with in accordance with section 724 of the Corporations Act. Applications received prior
to the expiration of the exposure period will not be processed unil after the exposure period. No preference will be conferred on
Applications received in the exposure period and all Applications received during the exposure period will be treated as if thay were
simultanecusly received on the date on which Applications open.

Figures disclosed in this Prospectus are exciusive of goods and services iax, uniess otherwise disclosed.

Unless otherwise staied, items shown in this Prospectus are not assets of the Company.
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Section 1 INVESTMENT SUMMARY

This Section is infended to be a summary only and should be read in conjunction with the more detailed information appearing
elsewhara in this Prospectus.

1.1

1.2

1.3

Background

Zambezi (AIM: ZRL} is currently lisied on the AIM and holds extensive exploration licenses, primarily in southern Zambia. These
licences cover an area of approximatsly 16,300 square kilometraes,

Zambezi has additional licencss in Mozambique covering approximatsly 850 square kilometres.

The Company is seeking io raise up to AUDE1S midlion {with & minimum subscription amount of AUDS10 miliion} under this
Prospectus, to fund a significant exploration programme over the next two years, for the purposes of unlocking potential mineral
wealth previcusly identified through earlier exploraticn.

The Company recently completed a placement in the United Kingdom to insttutional invesiors, which placement raised
approximately AUDE10 miliion,

The funds being sought under this Prospectus, together with the funds raised from the recent placemeni to instituticnal
investors, will enable the Company 1o compiete ifs proposed exploration campaign targeting areas of interest for copper, gold
and uranium. Zambezi has, since incorporation, sought to increase its Sharehoiders’ wealth through maintaining its primary
focus on advancing exploration for copper, gold and uranium towards resource development.

The Company’s success o date has been reflected by the current share price {at close of business & June 2007) of 21.5p
{approximately AUD$0.54 assuming an exchanges rate of £0.40=AUDS%1 {12p at time of listing on AlM)} an increase in the

approximately AUDE20 milion at time of listing on AiM}.

The highly prospective nature of Zambezi's licences has been further confirmed with the successful conclusion of two significant
joint venture agreements entsred into during 2006, with Glencore Iniernational AG of Switzerland {"Glencore™).

tn conjunction with a successiul capital raising and, subject to meeting the admission criteria of the ASX, Zambezi wilt seek o
list on the ASX by 30 June 2007, Zambezi will maintain Hs current lisiing on AlM.

Puepese of the Offer

The purpose of this Offer and the funds raised through the placement is io provide Zambezi with funding to deveiop the following

aggressive exploration and evaloation program for copper, gold and uranium as well as provide working capital to:

» conduct intensive exploratory drilling focussing on the Cheowa and the Chalimbana copper-gold projects with the aim of
completing a Prefeasibility Study (PFS} at Cheowa by June 2008;

* undertake an expioration and evaluation program including extensive exploration drilling of the Kangaluwi-Chisawa copper
project with the intention of defining an inferred Mineral Resource in accordance with the 2004 JORC Code by March
2008;

» undertake an exploration and evaluation program to develop a pipeline of drill ready targeis at the following key projects:
rMwomboshi, Mulofwe Dome and Mpande Dome; and

* undertake an expioration and evaluation program o test the mineralisation at the Chakwenga gold project.
Use of Funds

The majority of the funds raised from the Offer are for the purpose of funding the exploration activities on the Company's
projects, as follows:

Minimam raising (AUDE) Target subscriptions(AUDE}

Cash on hard 11,250,606 11,250,000
Offar 10,000,606 15,000,006
Funds available: 21,250,000 26,250,000
Funds applied over a 2 year programme:

Expenses of the offer 642,000 890,000
Expioration 17,423,606 21,160,006
Administration and working capital 3,185,006 4,210,006
TOTAL 21,250,000 26,250,000
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Further details on the proposed apgplication of funds on the exploration activities are to he found both in the Compsient
Person's Heport cortained in Section 5 and in Section 2.8, Section 2.8 also contains full details of;

* the application of funds sourced from Glencore assuming Glencore slects to take up its interests under each joint venture
with the Company; and

s the Company’s intended use of funds for amounis raised between the minimum subscription amount of AUD$10 mitiion and
the maximum subscription amount of AUD$15 million.

Capital Structure
The Pro-forma Capital Struciure of the Company is set cut below for ifustrative purposes (o reflect the issued and paid up capital
structure of the Company if the Offer is fully subscribed:

SHARES Number To raise AUDS: % of fully diluted capital
Currently on issue {AIM) {1} 151,671,946 - 77.22
Offered for subscription at AUDS0.45 33,333,333 15,000,00C 16.97
sach pursuant to the Offer {1}
TOTAL SHARES ON ISSUE 185,005,279

OPTIONS
Currently on issue {1H2) 9,500,006 - 4,54

WARRANTS
Currently on issue {113) 1,800,000 - 0.97

‘ Fully Dituted Capital 196,405,279 15,000,000 1000

Notes:

{1y The rights attaching tc the Shares, Options and Warrants are summarised in Section 3.

{2) The Optiens are held by Directors and employees of the Company. Each Option is exerciseable for one share and
summarised by exercise date and price as follows:

Number Exercise price® Expiry date
180,000 16.5p (approx. 41 cents) 22 August 2008
5,480,060 14p {approx. 35 cents) 9 June 2009
2,190.60C 12p {approx. 30 cents) 26 July 2409
500,000 20p {approx. 50 cents) 23 December 20069
140,000 17.5p {approx. 44 cents) 10 June 2010
1,000,606 16p {approx. 40 cents) 22 June 2010

*assuming an exchange rate of £0.40=AUD%1

{3) The Warranis were issued as part of a fee 1o WH breland Limited for the tisting on AIM. Each warrant confers the right o
subscribe for one fully paid share at an exercise price of approximately 30 cenis per share and are exercisable on or belore

26 July 2007,

FFurther details of the Company’s capital structure are set out in Section 7.

1.5 Trading History of Shares of Zambezi in the {ast twelve months

The Shares have traded on AlM since Zambezi's listing
on 26 July 2004, Detaits of the trading history for the last
twelve months as shown in this table:

1.6 Risk Factars

Highest Price

21.5p {approx b4c)* | 5 dune 2007

towest Price

11.5p {approx 29c) | 29 August 2006

Closing Price

21.5p {approx b4c) | b June 2007

Prospective investors in the Company should be aware that subscribing for Shares in the Company involves a number of
risks. The key risk factors of which investors should be aware are described in Section B. Invesiors are urged to consider
thase risks careiully bafore deciding whether to invest in the Company.

7
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Section 2 QVERVIEW OF THE COMPANY, AND ITS PROJECTS

2.1 CGverview of the Company
Zambezi {AIM ; ZBL) was incorporated on 29 March 2004 and lisied on AIM on 26 July 2004,

The group structure of Zambezi is summarised in figure 2.2 of the Independent Competent Person's Report {Section 5).

2.2 Gverview of Zambezi's Projects

A summary of Zambezi's key projecis is set out below with a full description contaired in the Competent Person's Beport in
Section 5.

Zambezi has remained a goid, copper and uranium explcrer, focussing on iis extensive exploration licensas, located primarily in
southern Zambia, which comprises ten prospecting licenses (nine of which are configucus) covering an area of approximately
16,300 square kilometres. These licences are supportad with well established infrastructure including roads, labour and power
suppiEes,

| cHIPATA |
| PROJECT

MOZAMBIQUE
PROJECT

T LUSAKA EAST|
Projact outling RN : PROJECTS

Country boundary

Mazor town

Figure 1: Tenement Location Plan



Table 2.1 Zamhezi's Zambian tenement schedule
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Concession Hulder {1) Licence Number Grant Date Number of Renewals Next Renewal Date Tenement Area (km?)

Cheowa Muwesmbeshi PL19s 20/02/2004 2 10/11/2008 970
Besources

Zambazi Muwesmbeshi plLetg 1501212003 2 18/06/2008 2,041
Basources

Mulofwe Muwesmbeshi pL219 1/03/2004 1 10/11/2008 3,183
Besources

Mpande Muwesmbeshi pL2zo 1/03/2004 1 10/11/2008 2,497
Besources

Mulongushi Muwesmbeshi plLez4 11/05/2004 1 16/11/2008 2,400
Besources

Jessia{2} Muwesmbeshi plLezs 11/05/2004 1 9/11/2008 587
Besources

Chipata Muwesmbeshi pLezs 11/05/2004 1 9/11/2008 2,427
Besources

Chumbwe Muwesmbeshi plLez7 13/05/2004 1 9/11/2008 717
Besources

Rufunsa Whwarmbeshi PL2T7D 31/01/2006 0 30/01/2008 1,464
Besources

Kanikasha(3} Muwesmbeshi plLeaz 30/03/2006 0 nia nfa
Besources

Totat area in Zambia 16.286

hNoies:

{1} Mwembeshi Rescurces is an indirect wholly owned Zambian subsidiary of the Company

(2% A notice for partial relinguishment of the Jessie licence has been lodged with the Zambian Minisiry of Minss and Mineral
Uevelopment {"MMD". The Company awaits confirmation from the MMD that the relinguishment has besn processed. The area
to be retained is b87 km® as shown in the tabie. Al figures in the prospectus showing tenement cuifines show only the retained
area for the Jessie tensment.

{3} Anotice for total relinguishment of the Kanikasha licence has been iodged with the MMD. The Company awaits confirmation from
the MMD that the relinquishment has been processed. Alt figuraes in the prospectus showing tenement cutlines are on the basis
that the Kanikasha lenement has been reiinguished. The area of the Kanikasha tenement has not been included in the total area
calculation,

Table 2.2 Zambezi's Mozambigee tenement schedule

Holder Licence Number Grant Date text Renewal Dale Tenement Area {km?®}
Africa Austral Mineragao Limitada 10170 4/07(2005 /072010 259
Capitol Besources Limitada 18D 4/07{2005 4/G72010 259
Africa Austral Mineragao Limitada 10381 4/07(2005 /072010 108
Africa Austral Mineragao Limitada 104061 4/07/2005 41072010 163
Africa Austral Mineragao Limitada 12910 12/01/2006 12/01/2011 &2
Totat area in Mozambigue 851

MNoie:

{1} currently being transferred to Zambezi's Mozambigue subsidiary company, Africa Austral Mineragac Limitada




The Company has a significant presence in Zambia, through a large Lusaka-based workiorcs, including approximately twenty
five qualified geologists, and seventy support staff. The Company participates in local commanity involvement and assists the
local communrity by providing it with employmeant, heaith, and education opportunities.

Zambezi holds a further four licences covering 592 km? in Mozambigue, through its Mozambican subsidiary Africa Austral
Mineragao Limitada ("Africa Austral"). In additicn, one further licence covering 259 km? currently held by a third party is in the
process of being ransterrsd to Africa Austral. The primary focus in Mozambigue is on gold expioration.

Further, Zambezi also has a 35.3% strategic investment in its sister company, Zambezi Nickel Limited {ZN1) . and has recently
antered into a Joini Venture undsr which ZNI will acguirs the wanium rights to the Oryx uranium prospsect plus another 11
high gricrity radiometric anomalies identified by Zambezi within the its Mpande, Rufunsa, Mulungushi and Chumbwe licences.
2Nt must spend a lotal of USSS million over 2.5 years to earn a 51% equity interest in the 100% - owned Zambezi companies
controiling the Zambian uraniom rights, with ZNI to spend a minimum of US$3 million before it can withdraw from the Joint
Venture. US$2 million must be spent on the Chumbwe licence, which contains the Oryx prospect. On ZNI earning a 51% interest
in all uranium rights, ZBL can elact to fund ongoing exploration and developmeni costs on a pro rata basis or elect o aliow ZN|
to fund exploration through to compistion of a Definitive Feasibility Stady or Studiss {DFFS),

The Company has, since incorporation, maintained its corporats objective of advancing exploration fowards resource
deveicpment by retaining focus on its exploration program for copper, gold and uranium.

Since listing on AN, the Company has mainiained its interests in these extensive tenement holdings through regional exploration
programes, in advance of the current, expanded exploration campaign of key target areas. These target areas are outlined in
more detall below and in Section 5.

Curing 2006, the Company entered into two joint venture agreemenis for two of its copper projects with Giencore, ong of
the world's largest copper producers. In respect of ite Cheowa project, Zambezi has successiully sscured US$HIC million in
funding from Glencore who will earn a 51% interest in the project. Further detail of these agresments is set out below and in the
summaries of Material Contracts confained in Section 9.6

Zambezi is also conducting loint venture negotiations with interested parties on four of its prospective grass roots gold proiects
at Chumbwe, Jassie, Chipata and Mozambigue.

2.3 Zambia, The Country
Zambezi cperates primarily in Zambia. Located in the ceniral Southern Africa sub-region, Zambia is a landlocked country
covering an area of 752,614 ke, |tis bordared by Tanzania, Malawi, Mozambigue, Zimbabwe, Botswana, Namibia, Angola and
the Democratic Repubiic of Congo.

Zambia has a population of 11.5 million psople and its annual popuiation growth rate is estimated at 2.5 percent.
Zambia has an abundant supply of reliable water and an abundance of known mineral deposits.

Zambia has relied on copper and coball as the main traditional exports and is currently the worid's ninth largsst producer of
copper. Zambia holds 4% of the world's known reserves of copper and alsc provides opportunities for the exploitation of other
minerals which historically have included gold and gemstonas.

Zambian surcharges on minsral production compare favourably with most other countrigs in terms of rovalties and taxes.
Royallies are to be paid at a rale of 0.6% on the gross value of the free-on-board minerals. The corporate tax rate in Zambia is
fixed at 35%, although mining assets of that wers privatised out of the Zambian Consolidated Copper Mines {("ZCCM") are taxed
at a reduced rate of 25%. In addition, non-copper and cobalt commodities are taxed at a favourable 15% raie and companies
which are listed on the Lusaka Stock Exchange pay a corporate tax rate of 30%. Following the national budget address of 9
Febroary 2007, certain amendmenis in the taxation regime ware proposed as follows: (13 the mineral royalty tax will increase
from 0.6% to 3%:; (2} the income tax rate will increase from 25% fo 30%; and {3} a withhoiding tax of 10% will be infroduced.

1
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2.4 Key Copper/Gold Projecis
Cheowa Copper-Gold Profect {Glencore JV, Glencore sarning 51%;)

*  US510 million in joint veniure funding secured from Glencore to earn a 51% interest in the project. Thereafter Zambezi may
elect to farm ot a further 19% interast to Glencore for a further US$E10 miliion in funding of 1o complete bank feasibility study.

*  Zambezi to manage project untl Glencore sarng 51% interest.
* Copper and goid in scil anomaly exiending over 15 kms strika,
* Diamond drifling in 2006 iniersected massive copper sulphides,

* At conductor CCD2, an Inferred Mineral Resource prepared in accordance with the 2004 JORC Code of 1.7mt @ 1.5% Cu
and 0.5 gpt Au.

»  Pre-feasibiiity Study for mid 2008,

The mineralisation is associated with a shear-hosted breccia zone, dominated by chalcopyrite-pyrrhotite-pyrite with an average
true width of 4.5m dipping at 65° to the north-weast. Copper grades in excess of 0.3% have been defined to dale over a strike
length of 700m and to a depth of 200m from surface. Excellent continuity has been demonstrated along strike and down dip,
with the mineralisation cpen along strike and at depih.

allowing direci drill targeting of electricat conductors. Urilling to date has targeted the three western-most conductors defined in
2005 {CCO1, CC02, CCO03Y, and at conductor CCO2Z, an Inferred Mineral Resourcs prepared in accordance with the 2004 JORC
Code of 1.7mt & 1.5% Cu and G.5 gpt Au has been estimated.

An extansion VTEM survey during 2006 has dsfined a further twanty conduciors which show coincident anomalous copper-gold
in geochemical soit sampling over a cumulative 7 kms of sirike to the east of Conductor CCG2. These will be driled as a priority
during the 2007 field season.

The Company considers that a theorstical target polential of 8-12mt @1-2% copper may lie within the project based on the
theoraetical exercise assumed mineralisation to a depth of 200m analogous to the resource defined at Conducior CCO2, with
minimal consideration given io the presence of paralls! lodes or credits from goid or cobait. It is also worth noting the target
potentiat lies within the 15 km long surface geochemical copper anomaly {greater than 250 paris per million} determined from
axtensive soil and trench sampling.

Figure 2: Diamaong Dridfing Rig, Cheowa
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Chongwe Copper Belt Project (Glencore JV, Glencore earning 51%)
* The Chongwe Copper Belt ("CCB"} is an 8Ckm long zone of anomalous copper and gold mineralisation

» Al Chalimbana, the most advanced proiect within the CCB, an Inferred Mineral Resource prepared in accordance with the
2004 JORC Code of 5.3Mt @ 0.8% Cus.

*  U3%6 million in joint veniure funding secured from Glencore o earn a 51% interest in the project.
* Zambezi 1o manage project uniil Glencore sarns 51% interest,

Curing 2005, 52 RO holes ware completed at the Chalimbana East prospect to test for extensions of the immediately adjacent
Chalimbana mineralisation. Best resuits inciuded 3bm at 0.56% copper, 12m at G.44 % copper, 11m at 0.51% copper and 16m
at 0.36% copper. Currently identified mineralisation occurs from 5 metres below surface io approximaiely 10C maires deep.

During 2008, four follow up diamond drillholes were compieted at Chalimbana to test possible multiple mineralised zones below
the 2005 RC drilling. Assay results included 18m at 0.35% copper, 17m at 0.41% copper and 5.6m at 0.42% copper. A distinct
shallow angle fault zone occurring below the mineralised shear zone was iniersecied in all 4 holes, with a thick sequence of
barren quarizites of at least 156m in thickness immediatsly beneath the fault, While this has reduced the possibitity of further
mingralised zones at Chalimbana below an estimated depth of approximaiely 150m vertical, inspection of core remaining from
the historical diamond drilling has revealed that several holes finished in mineralisation, and some mineratised holes were not
sampied. During 2067, these holes will be sampled and assayed, and further infill and extension RC and diamond drifling will
be carried out at Chalimbana and Chalimbana tast to scope the potential for further mineralisation.

Kangaluwi-Chisawa Copper Project {100% Zambezi owned)

Kangaluwi-Chisawa cccurs within the exiended Chakwenga region, which has the potentiat to be a new gold and copper camp.
Curing Octcher 2006, 24 BC holes were completed for a total of 2,477 metres at Kangaluwi-Chisawa, targeting anomalous
copper-in-scil gecchamical anomaties coincideni with malachite-bearing metasediments and psgmatites.

Drilling was curtailed by the onset of the wet season, bui excellent resulls were refurned, including Z1m at 1.88% copper, 25m
at 1.34% copper, 16m at 1.95% copper and 14m at 1.13% copper. This was the first systematic drill programme carried ot in
the area. The driling only partially tested tested an 800m striks length at Kangaluwi, and a 3,600m strike length at Chisawa. The
tofal strike poisntial of the mineralissd horizon is interpreted to be in excess of 20kms.

Holes were drifled to total depihs of approximately 100m, testing fo 75-80m vertical. At Kangaluwi, the mineralisation intersected
is open at depth, and along strike 1o the east and west. The western-most hole at Kangaluwi returned 21m at 1.88% copper,
and the eastern-most hole returned 9m at 1.57% copper. At Chisawa, the mineralisation intersected is opsn at depth, and the
aastern-most hole returned 25m at 1.34% copper.

The mireratisation occurs on the limbs of & large regional east-plunging synform, with Kangaluwi on the northern limi and
Chisawa on the southern imb. Subsequeant to the driling, further soif geochemical sampling at a line spacing of 200 metres and
a sample spacing of 25 metres has exiendsd the surface expression of anomalous copper to a sirike length in excess of 15
kilometres, at values greater than 200 parts per million copper.

tn addition, soil geochemical sampling has identified two new significant untested copper occurrences at Kalulu, which lies
approximately 3 kilometres wast of Kangaluwi, and at Imbco, which lies approximately 7 kilometres west of Chisawa.

Kalulu may represent the fold nose area of the interpreted large regional east-piunging synform which hosts Kangaluwi on the
northern imb and Chisawa on the southern limb. Imboo occurs within a completely separaie package of rocks to the south.

Uetailsd soil sampling has now been completed over an area of approximately 65 sguare kilometres, RC drilling will continue at

survey will be carried out over the entire region.

12



Prosnectus 2647

Thrust fauit

bajor fauk

Secondary fault

: Minor faul

Semi-pelitic and psammitic schists : Inferved antiform 1 Soit confours - Cu(ppm)
| Migratitic gneiss : Irferred synform 0 *EB00
- Drainage fine % 200.500
RC drif hole

Moderately to strongly magnetic unit

Figure 3: Kangaluwi-Chisawa region copger soil geochemical anomaly, ineluding the tocation of Zambezi's 2006 RE drill holes.

Mulofwe Copper/GoldiUranium Project {100% Zambezi owned)}

The Mulotws project comprisas a polymetallic terrain characterissd by the presence of anomaious copper, goid, sitver, cobalt,
bismuth and wanium. This area is considered by Zambezi to be highly prospective for iI0CG-style mineralisation.

Zambezi has carried out a helicopter-borne magnetic and radiometric geophysical survey, hand-hald spectrometer surveys and
rack-chip sampling at Mulctwe. The rock-chip sampling programmes returned anomalous copper, goid and uranium assays,
with best results including 7% copper and 293ppm L0, 2.33% copper and 381ppm UG, 5.05% copper, 2.36 g/t gold and
122ppm U, 0, and 467ppm U,0,,. The coincidence of the uranium, goid and copper results is consistent with Zambezi's I0CG
axploration model.

tn 2007, a comprahensive expioration programme will include detalled regolith mapping, geochemical surveys, and airborne
VTEM geophysics.

2.5 Key Gold Projects
Chakwenga Region (100% Zambezi owned)}

The extended Chakwenga region represents a potential new gold and copper camp. Al the historic Chakwenga Gold Mine, the
Company's most advanced gold project, shear-hosted goid mineralisation has been definealed at surface over a strike length
in excess of 1km, and is known to extend to over 100 metres in depth. Driling at Chakwenga in 2006 comprised 50 RC and 8
diamond holes, designed o test the mineralised sysiem to vertical depths of up to 130 metres. The drilling intersected quartz
veins hosted by schisls, occasionally exhibiting alieration typical of that seen in fron Gxide Copper Gold (IGCGE) mineralised
systems. Particuiarly encouraging assay resulis were received from the northern end of the driled area, with best results
including 22m at 2.11 g gold, 17m at 1.66 g/t gold, 3m at 5.25 g/ gold and 2m at 6.15 g/t gold. During 2007, further RC and
diamond driling will be carried out to test this mineralisation, and a detailed structural interpretation will assist the targeting
process.
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Figure 4: RE drill hole Eacation plan and assays, Chakwenga mine area

2.6 Gthet Joint Ventures

Gold Joint Veniures

Gold projects at Chumbwe, Jessie, Chipaia and Mozambigue are considered prospective for the delineation of gold
minaralisaiicn, but are noif classified as priority projects for Zambezi. 1n order to continue work on these projects, Zambazi is
conductng joint venture negotiations with inierested partiss on these prospective grass roots gold projects.

Uranium Joint Veniure

At Oryx, the Company's priority uranium project, spectrometer readings and trench assays during 2006 confirmed the presence
of extensive aranium mineralisation. Davidite mineralisation identified within & large surface uranium radiomaetric anomaly
returned a uranium value of 6.4%. The area was originally identified with a heli-borne radiometric survey over an area of & km?
and consists of a group of zoned pegmaiite bodies. Mineralisalion appsars particularly related io fine-grained albite zones and
laie massive guartz-rich zones. In 2006, Zambezl compieted 14 frenches over approximately 1,800 metres over a limited area
of the anomaly, and drilled 3 diamond holes. The trench results show significant uranium grades over widths of up o 50 metres
and a psak 1m trench value of 1527ppm U;0,, which was returned from the most northwestern trench, demonsirating the
mineral potential ouiside of the main prospected area. Further resulls in excess of 500ppm U0, have aiso been returned within
lowasr grade {100ppm) broader zones of up to Bm in width. In late 20086, an uitra high resolution helicopier-porne radiometric
survey data was completed. Excelient definition was achisved with a line spacing of 25 metres, and areas of stronger and more
axtensive radiometric anomalism have been identified approximaiely 1 kilometre io the west of the area that was extensively
tranched during the 2006 field season. This area will be targeted with frenching and drilling as a priority during the forthcoming
2007 field season. First pass bench-scale metaliurgical testwork results on a small bulk sampig from Oryx indicate that gravity
separation alone is unable to efiectively upgrade the uraniom, and that low intensity magnstic separation would be requirsd.

Ctner dranium projects have alsc been identified from radiometric surveys carried oul in 2005 and 2006, Two of these largets
occur within the polymetaltic Mulofwe Dome area, locaied 40km to the north of Cryx. In the western Mulofwe Dome area,
previously assayed rock chip samples were resubrnitted for uraniom analysis, returning assays of up to 467ppm U0, In
addition, Zambezi has confirmed sxiensive uranium anomalism from spectrometer readings ai MNkala, 17xkm to the sast of
the Mulofwe Dome. Spectrometer readings wers collecied along three 800m spaced lines of 1200m in length. Total counts in
axcess of 2000 counts per minute wers observed on each line, with a high uraniomthorium ratio. Scil sampling along these
lines on a sampis spacing of 25m returned values in excess of 15ppm U coincident with the spectrometer anomalism. Trench
sampies across the same zone genarally returned values iess than 20ppm U, Zambezi is currently undertaking a detailed
regolith study over the Mulofwe region to compiement a previously completed high resoiution asromagnetic interpretation and
a comprehensive geochemical orisntation survey, and o betier dsfine targeis.

Eleswhere, new surface radiometric uranium anomatiss have been identified from recently completed regional high resclution
radiometric surveys at Mulungushi and Mpande. The Mpande anomalies consist of four prominent buliseye-style and one
alongate lithological/shearrelated style surface radiometric uranium anomalies. The bullseye anomalies range in size from 0.25
sguare kilometres to 1.5 square kilometres, while the lithological/shearrelated anomaly is approximately 4 kilometres long and
200 metres wide. The Mulungushi ancmalies consist of five elongate surface radiometric uranium ancmalies, and are strongly
associated with prominent regionat shear systems interpreted 1o be related to the major crusial Mwembeshi Shear Zone, The
ancmalies are generally of the order of 2 kilometres in length and 0.5 kilometres in widih. Further processing of the data is
awaited to assist in largs! selection.

Zambezi has recently entered into a Joint Venture with Zambezi Nickel Limited (ZNI, 35.3% owned by Zambezi), under which
ZNt can acquire the uranium rights (o the Oryx uranium prospect plus another 11 high priority radiometric anomalies ideniified
by Zarnbezi within the its Mpande, Rufunsa, Mulungushi and Chumbwe icences, ZNE must spend a total of US$5 million over 2.6
years to earn a 51% equity interest in the 100% - owned Zambezi companies controlling the Zambian uranium rights, with 2N
to spend a minimom of US$H3 million before it can withdraw from the Joint Venture, US$2 million must be spent on the Chumbwe
axploration and development coste on a pro rata basis or elect to allow ZNI to fund exploration through to compistion of a
Uefinitive Feasibility Stady or Studies (DFS),

14



Prosnectus 2507

2.7 Mining in Zambia
Zambia is one of the most stable couniriss in Southern Africa, with a functioning mulli-party democracy. The Zambian
Government is a greal supporter of mineral exploration and is fully committed to mine deveiopment. The mining industry
provides in excess of Bb% of the couniry's foreign exchange earnings on an annoal basis. The Government has demonstrated
strong fiscal discipline and good governance, and as a result, Zambia has received exiernal debt relie! from the International
Monetary Fund, the World Bank and the African Developmen: Bank, leading to a significant reduction in the national debt,

General condifions imposed upon the holder of a prospecting licence

The holder of a prospecting licence has under section 12 of the Zambian Mines and Minerals Act 18495 aexclusive rights to
carry on prospecting operations in the prospecting area for the minerals specifisd in the licence and to do alf such other acis
and things as are necessary for or reasonably incidental o the carrying on of those operations save that the licence holder is
recuired for administrative reasons to:

{a) submit a programme for the employment and training of Zambian citizens as approved by the Director of Mines;
{b) erect beacons at the corners of the fenement area as required by the Uirecior of Mines;

{c) provide and mairtain security in the tenement area and ensure that no illegat mining or trading of minerals take place within
such tenement area;

{d) apply for a renawal of the licence not fater than 80 days before expiry and to comply with the abandonment procsdures and
requirements of its tenement area;

{e) notify the Director of Mines every time there is a change in its business address and relaied contact details; and
{f} accept such additcnal conditicns that may be imposed by the Director of Mines.
tr addition to the administrative regulations appiicable to the prospecting right, a licence holder is required by statute to:

{a) commence prospecting operations within three monihs of issue of the licence and to develop the prospeciing area and carry
on mining operations with due diligence and in accordance with the programme of prospecting operations;

{b) give notice of discovery of minerals in the tensment area;

{c) expend on prospecting operations not less than the amount prescribed or required by the terms and conditions of the
licence to be axpended;

{d) submit guarterly reports and such other reports and affidavits coniaining such information and supporied in such manner as
may be prescribed by the Uirecior of Mines or undsr the Mines and Minerals Act 1895;

{e) comply with any directive given under Part [X of the Mines and Minerals Act 1985 regarding the protection of the
environment;

{f} not enter inic any contracts or agreemenis and any ofher gperations in the area without the consent of the Director of Mines,
including change of shareholding and direciorship of the company and where such contracis or agreemenis regarding
transier of licence or permit or transfer of controt of campany, the hoider shall comply with section 54 and 55 of the Mines
and Minerals Act, respectively; and

{g) pay tenament area chargss on the grant of the licence and thereafter annually on the anniversary thereof until the termination
of the licence.

Surface Rights

Surface rights are governed by the Zambian Lands Act. Under the Lands Act, all land is vested in the Zambian President and
heid by him “in perpetuity for and on behalf of the people of Zambia®. The land is to be administered and controlied by the
President “for the use, or commaon benefit, direct or indirect, of the people of Zambia”. The President is able {o grant an interest
in land {through a statugory leases) that is limited to a term of ninety-nine vears from 1 July 1875 unless the President considers
it necessary in the interest of the nation 1o grant a longer term (or the grant of lenger term is necessary to fulfit any obligations
of the Republic).
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Where any privaie leasehold interesis exist in any area coversed by a mining or prospecting right, the holder of any licence or
permit whe requires the exclusive or other use of any portion of the prospecting or mining area may, in accordancs with the faws
relating to such acquisition, acguire a lease thereofl or the right to use the same upon such terms as may be agreed betwesn
the licence hoider and the owner or such land.

H any portion of the land over which the tenemeni existe is under customary land, there may be a requirement to obtain
permission irom the local Chisf in order o obtain surface rights which would requirs the Chisf to give his written consent to the
local council for the conversion of that particular portion of customary land to statutory (Jeasehold) tenurs,

Surface rights are not a pre-requisite for the exercise of a mining right although it is necessary (o ensure that the authorisations
required under section 56 of the Lands Act have been procured.

There are no surface rights impedimeants (o the Company and its Group's exploration and mining operations. This is because
Part V| of the Mines and Minerals Act 1985 protects the interesis of both the landiord and tensment hoider; surface righis
hoiders are not to withhold consent unreasonably and there is an arbitration procedure overseen by the Uirector of Minas if
required. Accordingly, the Company’s prospecting licences are not encumbered by the rights of any surface rights holders and
its exploration activities will not be hindered.

2.8 Ulitisation of Funds for Exploration

The majarity of the funds raised from the Offer are for the purpose of funding the exploration activities on the Company's prolects
outlined beiow and in the Competent Person's Report in Section 5.

Zambezi has outlined a staged two year exploration budget in order to progress ite Zambian projecis. Funds are to be directed
principally towards further dril testing and advancemant of its prospects at the Cheowa JV, the Chongwe Copper Bslt, and
elsewhere within the Zambezi project {Chakwenga, Kangaluwi-Chisawa) towards resource definition. in addition, a portion of
funds will be directed io conduct further regional exploration over its Mulofwe Dome, Mpands Dome, Mweasmbeshi and Ruiunsa
oroject areas,

The expioration programs and budgsts on the Company’s projects are planned over the next two years based on the Company's
prasent knowledge of the projects and assumptions that the projects will progress 1o the discovery of economic ore deposits
or continue to show potential for such deposits. Actual fund allocation may vary depending on the exploration success, but will
be sufficient to meet statutory expenditure requirements for ienemenis grarted or expecied io be granted within the two year
perod. Results may changs the proposed exploration and evatuation activities.

Exploration expendiiure by JV partners {assuming they elect to take up their interests)

Exptoraticn expeaditure by JV gartners Year 1 {AUDS) (2) Year 2 {ALDS) (2} TOTAL {AUDS)
{assurming they elect to take up their inferesis)
Cheows JV 7777500 5,825,000 13,602,500
Chongws Copperbelt JV 3,712,500 3,175,000 G887 500

Kangaluwi-Chisawa project {1} - - .

Mulofwe project - - -

Chakwenga Region project {1} - - ;
Urarium JV {Oryxd (1) 1,600,006 137,560 1,137,500
Gther Projects

Crhar Chakwenga regional (1) - - -

Mwembeshi project 625,000 262 500 887,500
Mpande project 625,000 - 625000
Bufunsa project 312,500 - 312,500
JV Partners Total 14,052,500 9,400,000 23,452,500
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Exploration expendifure by Zambezi

Prosnectus 2507

Zambezi exploration expenditure Year 1 {AUDS) (2) Year 2 (AUDS$) (23 TOTAL {AUDS)
Cheows JV - 3,175,000 3,175,000
Chongwe Copperbelt SV - §612 500 612,500
Kangaluwi-Chisawa project {1} 2,950,000 2,772,500 5,722 500
Mulofwe project 1,387,500 1,250,600 2,637,500
Chakwenga Region projects (1) 2,000,000 1,920,600 3,920,000
Urardum JV {Ornyxd 13} - - -
Giher Projects

Cthar Chakwenga regional (1) 1,600,000 1,420,000 2,920,000
Mwembeshi project 612,500 237,600 850,000
Mpande project 512,500 437 500 95,000
Bufunsa project 362,500 - 362,500
Zambezi Total 9,325,000 11,825,000 21,150,000

Combined Expioration expendifure by Zambezi and 4V partners (assuming they elect o take up their interests)

Praject total: Year 1 {AUDS) (2) Year 2 {AUDS) (2) TOTAL {AUDS)

Cheowa JV 7.777.600 9,000,060 16,777,500
Chongwe Copperbelt JV 3,712,500 3,787,500 7.500,00
Kangaluwi-Chisawa project {1} 2,950,000 2,772,500 5,722 500
Mulofwe project 1,387,500 1,250,000 2,637,500
Chakwenga Begion projects (13 2.000.000 1.926.000 3,920,000
Urarium JV {Oryxd (1) 1,000,000 137,500 1,137,500
Gther Projects

Crhar Chakwenga regional (1) 1,500,000 1,420,000 2,920,000

Mwambeshi project 1,237,500 500,000 1,737,500

Mpande project 1,137,500 437 500 1,575,000

Bufunsa project 675,000 - 675,000
Total Exploration 23,377,500 21,225,000 44,602,500

Notes:

{1} The Zambezi Project as summarised in the Competent Person's Beport comprises the iollowing projects:

Kangaiuwi-Chisawa, Chakwenga Begion, Other Chakwenga regional and Uranium JV {Oryx}

i the minimom subscription of $10,060,000 only ie raised, the funds available for administration expenses and working capital
will be reduced by $1,025,000 and ths overall exploration budget will be reduced pro-rata across all projects by $3,727.00C. To
the extent that funds betwaen $10,000,000 and $15,000,000 are raised reductions will be mads to working capital to a maximum
of $1,025,000 in pricrity to reductions in the exploration budget to be reduced pro-rata across all projects to a maxdmum of
$3.727.000.

The Directors are satisfied that on meeting the minimum subscription of $10,000,000, the Company will have sufficient working
capital 1o meel its siated objectives for a period of 2 years and the Company will be able to mest s statuicry minimum
axpenditure requirements and any reduction in the exgloration programs will not impact on the cuicome of those proposed
programs.
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Section 3 DETAILS OF THE OFFER

3.1 Bescription of the Offer

The Company is seeking 1o raise a tofal of AUD$15 million through the Offer under this Prospectus.

By this Prospectus, the Company invites investors to subscribe for up to a total of 33,333,333 Shares at $0.45¢ sach, to raise
up to AUD$15,000,000.

Applications must be made on the Application Form enclosed with this Prospectus,

The rights attaching to the Shares are summarised in Section 9.

3.2 Minimum Subscription

The mirimum subscription to be raised from the Ofter is $10,600.000.
tn accordance with the Corporations Act, no Shares will be allotted by the Company untit the minimum subscription has bean
subscribed.

H the minimum subscription is not achieved within three monthe after the date of thie Prospectus, the Company will eithar repay
the application monies o the Applicants or issus a suppismentary or replacement prospectus and aliow Applicants one month
to withdraw their Application and be repaid their applicaiion monies,

3.3 indicative Dates

todgement of Prospecius with ASIC & June 2007
Opening daie 13 June 20G7
Closing Date 19 June 2067
BDsspaich of Hoiding Statements 27 June 20G7
Anticipated Listing Date on ASX 29 June 20G7

These dates are indicative only and may vary. The Company reserves the right to vary the cpening and closing daies of the
Otter without prior notice. Applicanis are encouraged to apply as scon as possible after the Offer opens as the Offer may ciose
aarlier than the dats specified above. The Company also reserves the right not to continue with the Offer al any time before the
allotment of Shares to Applicants.

3.4 Applications for Shares

3.5

H vou wish to participate in the Ofter, you should compiste the Application Form enclosed with this Prospectus.

Applicants may apply for a minimum parcel of 5,000 Shares representing a minimum investment of $2,250. Applicants requiring
additcnal Shares must apply for Shares in muitipies of 1000 Shares {equivalent to $450) thereafter,

Applications for less than the minimum application of 5,000 Shares (equivalent to $2,250) will not be acceptad.

Lodgement of Applicatian Forms

To apply for Shares pursuant to this Prospecius, the Application Form accompanying this Prospectus must be complated in
accordance with the instructions accompanying it and must be lodged at the Company's share regisiry, on or before the Closing
Date:

By post to Or delivered to

Zambezi Resources Limited Zambezi Besources Limited

cf- Computershare Invesior Services Pty Limited ci~ Computershare Invesior Services Pty Limited
GPO Box D182 Level 2, 45 5t Georges Terrace

PERTH WA 6840 PERTH WA 6000

Mo brokerage or stamp duty is payable by Applicants in respect of their applications for Shares under this Prospecius.
The amount payable on application will not vary during the period of the Ofer and no further amount is payable on alistment.
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Applications must be accompanied by payment in full in Australian currency of AUD$0.45 for each Share applied for. Payment
must be by way of chegue or bank draft drawn on and payabie on an Australian bank and should be made payable to "Zambezi
Resources Lid — Float Account” and crossed 'Not Negotiable’

Application Forms must not be circulated to prospective invesiors unless accompanied by a copy of this Prospectus.

A duly completed and lodged Application Form will constitute an offer by the Applicant to subscribe for the number of Shares
applied for pursuant to the Application Form.

3.6 Allocation

The Company retaing an absolute discretion in allocating Shares under the Offer and reserves the right (o allot (o an Applicant
a lesser number of Shares than the number for which the Applicant appliss or to reject an Application. If the number of Shares
allotted is fewsr than the number applied for, surplus application money will be refunded without interest The acceptance of
Applications and the aliocation of Shares are at the absolute discretion of the Directors.

The Company will not be liabie fo any person not allocated Shares,

APPLICANTS ARE ACCORDINGLY ADVISED TO LODGE APPLICATIONS AS SCON AS POSSIBLE

3.7 Application Monies held in Frust

Alt apptication monies will be held in trust in a subscription accourt unil allotmeni. The subscription account will be established
and kept by the Company on behaif of the Applicanis.

All interest earnad on all application monies {including those which do not result in alloiments of Shares) will be retained by the
Company.

3.8 Brokers
Carmichael Capital Markets Pty Limited ("Carmichael"} is acting as Lead Managsr to the issue and will coordinate the fund
raising in conjunciion with the Broker to the lssus, Bell Potter Securities Limited ("Bells™). tor iead manager and project
management of the float process, Carmichael will charge a fixed monthly fee of $10,000 per month for a pericd of three
monihs,

Upon raising of the required funds under this Prospectus and the successful listing of the Company on ASX, in addition to the
aforsmantioned monihly fee, the Company will pay in total Carmichael and Beiis a lead manager fee of 1% of total funds raised
by the Company and a fund raising fes of 4% of the funds raised in Australia. These fess are to be split betwesn Carmichael
and Bealls on an equal basis.

in the event that investors are introduced by cother licensed security dealers, Carmichael and Bslis will negotiaie and be
responsible for the dealing fee payable to those licensad security dealers.

Mo brokerage or stamp duty will be payabis by Applicants subscribing for Shares.

3.9 ASX Listing and Information about CDIs

Application will be mades by the Company o ASX, within seven days after the dale of this Prospectus, for the Company o be
admitied to the Official List and for official guotation of COs for the Shares on ASX. Ses the information below for an explanation
of Chls.

H the Company is not admitted to the Gfficial List of ASX and the CDis for the Shares not admittsd to quotation within three
months after the dale of this Prospectus, all application moneys will be refunded without interest in accordance with the
requirements of the Corporations Act,

ASX takes no responsibility for the contents of this Prospectus. The fact that ASX may admit the Company fo its Official List is




information about and rights attaching to CDls

The iuriediction in which the Company is incorporaied does not recognise the CHESS system of holding shares or elecironic
transfer of legal titte. Accordingly, as required by the Listing Rules, under the Offer the Company will offer Applicants CHESS
Depository Inierests {"CDIs" as an aliernative to holding UK or Bermuda registered share certificates. No share certificates will
be issued in Australia and the only security tradsable on the ASX wilt be CDis. CDis are units of bensficial ownership in foreign
securities the legal 8tle of which is vested in CHESS Depository Nominess Ply Ltd. The main difference between holding Chlis
and holding Shares ig that the helder of CDis has beneficial ownership of the eguivatent number of Shares in the Company
instead of legal title. The Shares are registered in the name of CHESS Depository Nominess Pty Ltd and held by that entity on
behalf of and for the benefit of the Shareholder.

The COIs of the Company wil e CHESS approved from the date of quotation on ASX, in accordance with the Listing Rules and
the ASTC Setiiement Rules. Purchasers of the Company's Chis will be issued with a CDI holding statement either:

{a) by the Company which sets out the number of CDls held on the issuer sponsored sub-regisier. The Company's issuer
sponsored sub-register is maintained by Computershare; or

{B) by ASTC (acting on behalf of the Company} which seis out the number of CDIs held on the CHESS sub-register.

A holding statement {whether issued by ASTC or the Company} will provide details of the holding. Following distribotion of
these initial holding staiements (¢ all Shareholders, & holding statement will oniy be provided to a T hoider at the end of any
subsequent month during which the balance of the Shareholder's holding changes. Holders may also request staiements at any
other time (although the Company or ASTC may charge a fee for such statements).

The ASTC Settlement Rules, which are recognised under the Corporations Act, contain provisions to ensure that CDI holders
have all the direct economic benefits of hoiding Shares. With the exception of voting arrangemenis, CDI holders havs the same
rights as holders whose securities are legally registered in their own nama. The voting exception relates to aftending sharehoider
maetings and voling on a show of hands. While CDI hoiders have the right 1o vote on a poll (whereupon proxies previously
lodged can be counted) they are not able to personally vote on a show of hands. However the ASTC Seitlament Rules require
the Company to give notice to any mesting of Shareholders. The notice must include a form permitting the Sharehoiders (o
direct CHESS Deposilory Nominses Pty Ltd (o cast proxy voiss according to the wishes of the Sharehoiders for whom it holds
shares on behaif of. The Company is obliged to collect and process these directions. Shareholders wishing fo atiend personally
and vote af a shareholder mesting must convert their CIHs into certificated Shares prior o the meeting. The Shareholder should
contact Computershare in advance to find out how long the conversion process will take.

H a holder of CDis wishes to convert to holding certificated Sharss they may do so at any #me by contacting either their
stockbroker or Computarshare {in Australia), in which case the Shares will be fransferred from CHESS Depository Nominees Py
Lid into the name of the holder and sither a UK registered certificate wili be issued or an application will be made for the Shares
to be admitted to CREST {(a paperiess settlement procedure). This will cause your Shares to be registered on the UK branch
register, and trading will no longer ba possible on the ASK,

A holder of certificaied Shares may aiso convert to holding CDls by either contacting their stockbroker, Computershare in
Australiz or in the United Kingdom, in which case the Shares wili be transferred from the Shareholder's name into the name of
the depository nominee and a holding statemeni will be issued for the Chis,

3.10 Restricied Securities

Securities issusd to vendors, promoters, ssed capital investors and others prior to the Offer may be subject to the restricted
securities provisions of the Listing Rules. Accordingly, a propertion of such securilies, o be determined by ASX, may be
required to be held in escrow for a period of time, as determined by ASX.

3.11 Dverseas Investors

This Prospectus does not constitute an offer or invitation in any place in which, or to any person to whom, it would not be lawial
to make such an offer or invitation. The distribution of this Prospectus in jurisdictions outside Australia may be restricted by law
and persons who come inio possession of this Prospectus should seek advice on and cbserve any such restrictions. Any failure
to comply with such restrictions may constitute a viclation of applicable securities laws.
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No action has been taken 1o registar or quality the Shares, or the Ofier, or otherwise to permit a public offering of the Sharss, in
any iurisdiction outside Australia.

This Prospectus is being supplied in the United Kingdom only to persons who have professional experience in matiers relating
to investments and who are investment professionals as specified in Article 19{5) of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2005 {the "Order") or who are high net worth companies, unincorporated associations eic. as
specified in Articie 49(2) of the Ordar. Any investment or investment activity to which this Prospectus relales is available only o
such persons or wil be engaged in only with such persons, Persons who do not have professional experience in matters relating
to invesiments shouid not rely on this Prospectus.

This Prospectus is exempt from the general resiriction on the communication of invitations or inducemenis to enter inic
investrment activity and has therefore not been approved by an acthorised person as would otherwise be required by section 21
of the Financial Services and Markets Act 2600

ft iz & condition of any application for Shares pursuant to the Offer by any person in the United Kingdom that such person falis
within, and warrarts and undsrtakes to the Company that it falls within, one of the categoriss of persons described above. The
Offer pursuant to an Electronic Prospecius is only available fo persons recsiving an electronic version of this Prospectus within
Australia.

3.12 Privacy Act

The Company coliects infermation about each Applicant from the Apgplication Form for the purposes of processing the
Application and, i the Application is successiul, 1o administer the Applicants security holding in the Company.

By submitling an Application Form, each Applicant agrees that the Company may use the information in the Application Form
for the purposes sei out in this privacy disciosure statsment and may disclose it for those purposes to the shars registry, the
Company's related bodies corporaie, agents, contractors and third party service providers, {inciuding mailing houses}, the ASX,
ASIC and other regulatory authorities.

H an Applicant becomes a security holder of the Company, the Corporations Act requires the Company to inciude information
about the security holder {name, address and details of the securities held} in ite public register. This information must remain in
the register even if that person ceases to be a security holder of the Company. information contained in the Company's registers
is also used to faciliiate distribution payments and corporate communications {including the Company’s financial resulis, annual
reporis and other information that the Company may wish to communicate o its security holdsrs) and compliance by the
Company with legal and regulatory requirements.

H you do not provide the information reguired on the Application Form, the Company may not be able {o accept or process your
Application.
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Section 4 DIRECTORS, MANAGEMENT AND CORPORATE GOVERNANCE

4.1 Bireclors and Officers

Mr Brian James Rear

AWASM, MSe (Londor), DIC; MBL (South Africa) - Non Executive Chalrman, Australian, Age 60

Mr Bear has a distinguished career in mining spanning over 35 years of technical and managerial experience in Australia, Mew
Guirea, United Kingdom, Europe, South Africa and Indonesia. He has worked for successful resource companies including
CRA, Rio Tinto Consuliants, Barrack Mines, Anglovaal and Straits Resources in gold, bass metals, uranium, thermal coal and
industriai minerats. Mr Rear is a graduate from the Western Australian School of Mines in metailurgy. He is a graduate of the
Royal School of Mines London, hofding a Diploma of imperial Collage and an MSc (Lon} in mineral process design from the
University of London. Brian also holds a Masters Degree in Business Leadership from the University of South Africa’s Schodl of
Business Leadership. Mr RBear is currently Managing Director of CopperCo Lid, an ASX-listed copper explorer and developer,
Non Execuiive Chairman of South Boulder Mines Limited, and Nen Executive Director of Copper Range Limited and Internaticnal
Base Metals Limited.

Mr Julian Peter Ford

B.5¢ (Chem Eng), B.Comm, Grad.Dip.Bus Man - Managing Director, Austratian. Age 44

Mr Ford has worked for a number of major resources companies including Alcca, British Gas, Western Metals and Rustenburg
Platinam. During this pericd, Mr Ford has held a number of senior management positions including General Manager of an
axploration company; marketing manager; project manager; operations manager and commaercial managesmant positions. He
graduated in 1987 with a degres in Chemical Enginesring from the University of Natal, Durban, South Africa, and later completed
a Bachelor of Commerce at the University of South Africa and a Graduate Diploma in Managesment from the University of Western
Australia. Mr Ford is also a Non Execuiive Director of Zambezi Nickel Limited. Mr Ford is a Member of the Ausliii

Dr Geoffrey lan Johnson

B.5c.Hons, PhD (Geologyi. Grad.Dip.Env.Sc — Exploration Director, Australian, Age 47

Ur Johnson provided technical input as a Non Executive Director of the company prior i listing on AIM, and became Executive
Exploration Dirsctor of the Company on 1 March 2005, He has accumuiated over 23 years experisnce in muiti-commodity
mineral exploration throughout Austratia and Africa. Ur. Johnson was awarded a Ph) in 1982 from the University of Adelaide
where he graduated in 1880 with an honours degree in Geology. He later completed a Graduate Diploma of Environmental
Science at Murdoch University, Perth. Dr Johnson is aiso a Non Executive Dirsctor of Zambezi Nickal Limited. Ur Johnson is
a Fellow of the Australian Institute of Gecscientists, a Fellow of the Society of Economic Geclogists, and is a Member of the
Geological Society of Australia, and the Society for Geology Applied to Mineral Deposits.

Mr Jeremy Bruce Ear] Wrathall

B.8c. Hons(Mining Engineering). ACSM - Non Executive Director, British, Age 44

Mr Wrathall has extensive sxperience of both the practical and financial aspects of mining. After graduation from the Camborne
Schocl of Minss in 1985 he worked for 3 years on various gold and base matal mines in South Africa. Following his return to the
UK he has spent 156 years working as an invesiment analyst and equity salesmarn in the City of London, including 2 years as
Head of Mining Equity Sales for Warburg Dillon Read, 2 years as Giobal Head of Mining Equities for Deuteche Bank, and 2 years
heading up the London office of Haywood Securities Inc. He was the Chairman of the Association of Mining Analysts during
1896, My Wrathall is currently Head of institutional Sales in the London office of GMP Securities Europs.

Mr Lioyd Flint
B.Acc, MBA, ICAA, FINSIA

Chief Financial Officer, Australian

Mr Fint has cver 20 years experience in the cormporate and financial services arena. He has held a number of management
and senior administrative positions as well as providing corporate advisory services as a consultant to corporate clients. He
graduated with a Bachelor of Accouniancy in 1884 and later completsd a Master of Business Adminisiration from Manchester

Business School. He is a member of the Institute of Chartered Accountants in Austrafia and the Financial Services Institute of
Australasia,
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4.2 Corporaie Governance
Zambezi Resources Lid has adopted comprehensive sysiems of conirol and accouniabiiity as the basis for the administration
of corporate governance. The Board is commitied to administering the policies and procedurss with openness and integrity,
pursuing the true spirit of corporate governance commensdrate with the Company's needs. 1o the extent they are applicable,
the Company has adopied the Ten Essential Corporaie Governance Principles and Best Praclice Becommendations
{"Recommendations”} as published by ASX Corporate Governance Council.

A summary of the Company's corporate governance practices is set out balow.
Summary of Board Charter

The Board is collectively responsibie for promoting the success of the Company. The Board supervises the Company's
framework of control and accountability sysiems and ensures the Company is properly managed. The Board also approves
and menitors major capital expenditure, capital management, and acguisitions and divestitures. it approves the annual budget
and monitors the financial performance of the Company as weslis as ite financial and ofher reporting. The Board provides
overa corporaie governance to the Company, inciuding conducting regular reviews of the balance of responsibilities within the
Company o ensure division of functions remain appropriate to the nesds of the Company. The Board has agreed o guidelines
for assessing matariality.

The Board appoints {with sharsholder rafification} and lizises with the external auditor and Audit Commities (if applicable). The
Board is also responsible for monitoring and ensuring compliance with alf of the Company’s legal obligations.

The chairperscn is responsible for leadership of the Board, for the efficient organisation and conduct of the Board's function. The
roles of the Managing Director, indepandent directors and management are summarissed in the Chartaer

Summary of Audit Commitiee Charter

The role of the Audit Commities is to monitor the integrity of the financial statements of the Company and review significant
financial reporting judgmenis. The Audit Commidee also reviews the Comparny's internat financial control sysiem, risk
management systems and any internal audit function.

The Aodit Committee monitors and reviews the external audit function including matters concerning appointment and
remuneration, independsnce and non-audit services, The Audit Committee aiso performs such other functions as assigned by
law, the Comparny's constitution, or tha Board.

The Audit Commitlee has the power to conduct or authorize investigations inic matiers within the committse’s scope of
responsibilities and has the authority, as necessary, to retain independeant legat, accounting or other advisors,

Summary of Nomination Comimittee Charter

The role of the Nomination Committee is to determine the siate of director nominees for election to the Board and to identify and
recommend candidaies o fill casual vacancies. The Nomination Committee regularly reviews the size and composition of the
Board, and makes recommendations to the Board on any appropriate changes.

The Nomination Committes establishes evaluation methods of rating the periormance of Board members and implemants ways
of enhancing the competency levels of directors. The Nomination Committes also provides directors with access to ongoing
aducation relevant to their position in the Company.

Summary of Remuneration Commiltee Charter

The function of the Bemuneration Committee is to assist the Board in fulfilling its corporate governance responsibilities with
respect (o remunaration by reviewing and making appropriate recommendations.

The Remuneration Committee makes decisions (if the full board carries cut the function of Bemuneration Comsittee} or
recommendations to the Board with respect to appropriale remuneration and incentive policies for executive directors and
senior exscutives.

The Remuneration Commitiee ensures that executive remuneration packages involve a balance between fixed and incentive
pay, refiecting short and long term performancs chiectives appropriate to the Company's circumstances and objectives.

n



The Bemuneration Commitlee ensures that fees paid to non-executive direclors are within the aggregaie amount approved by
sharsholdsrs and makes recommendations 1o the Board with respect to the nesd for increases to this aggregate amount at the
Company's annuai general mesting.

The Remuneration Committes reviews and makes recommendations concerning long-term incentive compensation pians and
continually reviews and if necessary improves any existing benefit programs established for employses.

Summary of Code of Conduct

This Code of Conduct sets out the principles and standards which the Beard, management and employees of the Company are
encouraged to sirive towards when dealing with each ofher, sharehoiders and the broad community.

The Company is to comply with all legisfaiive and common law requirements which affect its business. The Company will deal
with others in a way that is fair and will not engage in deceptive practices.

The Code of Conduct sets out directives for Directors, management ard staff relating to conflicts of interests, protection of the
Company's the asssts and confidentiality.

The Company has a policy forbidding bribes. The Company does not support making faciitation payments as a matter of policy,
and expects employess and officers o make every effort to avoid them.

Summary of Policy and FProcedure for Selection and Appointment of New Directors

The Board considers and selects candidates for the Board by reference 1o a number of factors. Directors are initially appoinied by
the fuil Board, subject to election by sharsholders at the next general meeting in accordance with the Company’s consiitugion.

Summary of Process for Performance Evaluation of the Board, Board Committees, Individual Directors and Key Executives
The chairperson is responsible for conducting an annual review of the Board performance.
Summary of Policy for Trading in Company Securities

The Board has adopied a policy and procedure on dealing in the Company's securitiss by direciors, officers and empioyess
which prohibits dealing in the Company’s securities when those persons possess inside information. it alsc provides that the
written acknowledgemeni of the chairperson should be obtained prior to trading.

Summary of Compliance Frocedures

Detaited compliance procedurss for ASX Listing Hule disclosure requirements have been adopled by the Company. It appoinis
an officer of the Company to ba responsible for compiiance. i is detailed in its application covering the following areas:

1. appointment of the responsible officer and description of hisfher duties;
2. identifies area of risk for the Company;
3. provides guidelinss for:
{a} identifying disclosure material, and
(0} monitoring share price movements;
4. guids for use of trading halis;
5. guids for daecision making process;
6. details on record keeping;
7. education of Board and management;
8. confidentality;
9. release of disclosure material; and

10 updating of compliance procsdures,
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Summary of Procedure for the Selection, Appointment and rotation of External Auditor

The Hoard is responsible for the initiat appointment of the external auditor and the appoiniment of a new extarnal auditor when
any vacancy arises, as per the secommendations of the Audit Committee with the decision being ratified by shareholders at the
next annuai general mesting of the Company.

Candidates for the position of exdernal auditor of the Company must be able to demonstrate complets independence from the
Company and an ability to maintain indepsndence through the engagement period.

The Audit Commides will review the performance of the external auditor on an arnual basis and make any recommendations
to the Board.

Summary Shareholder Communication Strategy

The Board aims to ensura that the sharehoiders are informed of all major developmenis affecting the Company. All shareholdars
receive the Company's annual report. The Company mamntains a website on which the Company makes certain information
available on a regular basis.

Summary of Risk Management Folicy

The Company has established a risk management policy which sets out a framework for a system of risk managsmeant and
internal compliance and controi, whereby the Board delegaies day-ic-day management of risk to the managing director. The
managing dirsctor, with the assisiance of senior management as required, has responsibility for identifying, assessing, treating
and monitoring riske and reporting 1o the Board on risk management. The policy alec sets out the Company's risk profile.

As the Company's activities develop in size, nalure and scope, the size of the Board and the implementation of additicnal
corporaie governance siructures will be given further consideration.

The Board seis out below its "if not, why not” report in relation to those maiisrs of corporate governance whara the Company's
practices depart from the Becommendations.

Principle 2 Recommendation 2.1

Notification of Departure: The Board does not have a majority of independent directors. It is comprised of fwo independeant
directors and two non-independent directors.

Exptanation for Departure: The Board considers that the current compaosition of the Board includes an appropriate mix of skills
and expertise, relevant to the Company’s businass. With haif of the Board comprising independent directors, the Board is of
the view that it has achisved an appropriaie balance between independent represeniation and maintaining sufficient relevant
axperisnce for the Board to fulfil its chiectives. The Chair of the Board is independsnt.

Principle 2 Hecommendation 2.4

Notification of Departure: A separate nomination committse has not been formed.

Explanation of Departure: The role of the nomination committee is carried out by the full Board in accordance with the Nomination
Commitiee Charter. The Board considers that at this stage, no efficisncies or other benefits would be gained by sstablishing a
separate nomination commities.

Principle 4 Hecommendation 4.3

Notification of Departure: The structure of the Audit Committes is not in accordance with ASX Principles anrd
Recommendations.

Explanation for Departure: While the Audit Commitiee comprises a majority of independent direciors and consists of 3
members, it also includes an executive and the chair of the Audit Commitlee is also the Chair of the Board. The Board considers
this present structure is the best mix of skills and expertise to carry out the function of an Audit Committee. The Board has
adopted an Audit Commites Charter,
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Section 5 COMPETENT PERSONS’ REPORT

87 Colin Street West Perth WA 8005
PO Box 77 West Perth WA 6872
Telephone +61 8 9213 9213
Facsimile +61 8 9322 2576

perth @ snowdengroup.com

wiww.snowdengroup.corm
Perth, Brisbane, Vancouver, Johannesburg, London

1 June 2007

The Direciors

Zambezi Resources {Austraiia) Pty Limited
Ground Floor, 17 Ord Street

WEST PERTH WA 6005

Daar Sirs

COMPETENT PERSONS’' REPORT ON THE MINERAL ASSEYS OF ZAMBEZ! RESOURCES LIMITED

At vour request {agreement dated 22 January 2007} Snowden Mining Industry Consudtants Pty Lid {"Snowden”} has prepared a
Competent Parsons’ Beport on the mineral assets of Zambezi Resources Limited {"Zambezi”} located in the Bepublic of Zambia.
It is our understanding that this report is fo be included in a Prospectus for a proposed listing of Zambezi on the Australian Stock
Exchange {"ASX"}. The purpose of the Prospectus is fo offer for subscription up o 33.33 million ordinary shares at an issus price
of $0.45 per share 10 raise a total of A$TS million {with a minimum subscription of AS10 million} before costs of the issue to fund the
future assessment of Zambezi’s minaral ienements.

Zambezi's key mineral asseis in Zambia comprise:

«  3100% interest in nine granted Prospecting Licences located io the east of Lusaka in southern Zambia, which are collectively
known as the Lusaka Fast Projects; and

« 3 100% interest in the Chipata project comprising a single granted Prospeciing Licence which surrounds the town of Chipata
in easiern Zambia and is constrained by the Malawian border {6 the east and the Mozambigus border to the south.

The obieciive of this report is to: {1} provide an overview of the geological seiting of Zambezi's project areas and the associasted
mineralisation: {2} outline the recent exploration work undertaken over each of the proiects; (3} present the dsfinsd resources within
the project areas; (4} comment on the expioration potential of the project areas; and {5) provide an opinicn on Zambezi's costed
exploration programmes over the next 2 years.

Snowden has based its assessment of Zambezi's Zambian tensments on site visits to the projects during March 2007, discussions
with representatives of Zambezi, and on technical information compiled by Zambezi including published reports and maps by the
Geological Survey of Zambia ("GBZ"). A listing of the documents referenced is provided at the end of this report.

Consent has been sought from Zambezi's represeniatives to include technical information and opinions expressed by them. None of
the other entities referred 1o in this report have consented to their inclusion in tis report and have only been eferred to in the context
of reporting material fact.

Snowden has based ifs findings upon information known to us as at 25 May 2007 and has satisfied itsalf that all material infermation
in the possession of Zambezi has been fully disclosed o Snowden. Zambezi has agresd to indemnify Snowden from any fiability
arising from its reliance upon information provided or from information not provided. A draft version of this report was provided to the
directors of Zambezi for comment in respsect of omission and factual accuracy.

Snowden has not independenily verified the cwnership and current standing of Zambezi's mineral properties and is not gualified
o make legat representations in this regard. RBather informaticn provided by Zambezi and iis legai adviscrs has besn relied upon
by Snowden. Snowden has prepared this report on the undersianding that all of the minerat tites constituting Zambezi's propertias
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ars currently in good standing. Snowden has not attempted to establish the legail status of each of the mineral tittes with respeact 1o
competing claims or potential envirormental and access restrictions. it is our undersianding that the current ownership siatus and
standing of the tenemants has been the subject of independant legal verification.

The proposed exploration programmeas developed by the management of Zambezi and reviewed by Snowden have been designed
1o realise the potential of the projects in a prudent and efficient manner. Zambezi's ptanned commitment of US$19.2 million {or
approximately ASZ4 milion} to the exploration and evaluation of ts Zambian project tenaments represents approximately 83% of the
company's available funds.

Based on Snowden'’s assessment of Zambezi's projects, it is our opinion that they are of merit and that the evaluation programmes
proposed by Zambezi have been carefully conceived and costed.

This report has been prepared by Mr Graham Grsenway (Divisional Manager - Besource Evaluation), Mr Jeames McKibben
{Divisicnal Manager - Corporate Services), Mr lan Glacken (Group General Manager Besources) and reviewed by Dr Philip Snowden
{Executive Consultant) of Snowdean's Parth office in accordance with the Code for the Technical Assessment and Valuation of Mineral
and Patroleum Asseis and Securities for Independent Experts Reports {"the VALMIN Code") and Ausiralasian Code for Reporting of
Fxploration Results, Mineral Resources and Ore Beserves ("the JORC Code”™).

Snowden is an independent firm providing specialist mining industry consultancy services in the fields of geology, exploration,
resource esiimation, mining enginsering, geciechnical engineering, risk assessment, mining information technology and corporaie
services. The company, with its principal office at 87 Colin Sirest, Wast Perth, Western Ausiralia, also opsrates from offices in
Brisbane, Johannesburg, Vancouver and London, and has prepared independent technical reports and valuations on a variety of
mineral commaodities in many couniries,

Neither Snowdsn nor those involved in the preparation of this report have any material interest in Zambezi or in the minaral propertias
considered in this report. Snowden is remunerated for this report by way of a professional fes determined in accordance o a
standard scheduls of rates which is not contingent on the outcome of this regort.

Yours faithially

Mr J A J McKibben Cr P A Snowden
B5c (Hons), MBA. MAIG 85c¢ (Hons), PrO, FAusiffg
Bivisional Manager - Corporate Services Executive Consultant
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1. SUMMARY
1.1 PURPOSE

Snowden Mining Indusiry Consuitants Pty Lid {"Snowden”} has prepared a Competent Persons' Report on the mineral assets of
Zambezi Resources Limited (“Zambezi") iccated in the Repubtic of Zambia. This Competent Persons' Report has been prepared for
inciusion in a Prospectus for a proposed listing of the company on the Australian Stock Exchange {"ASX").

This report represents a Competent Parsons' review and independent assessment of the geclogy and exploration potential of
Zambezi's Zambian project areas.

1.2 RESPONSIBILITY

Snowden personnel respensibie for the preparation and review of this report are Mr G Greenway {Divisional Manager Resource
Evaluation’, MrJ A J McKibben {Divisional Manager Corporate Services), Mr i Glacken (Group General Manager Resources) and Dy
P A Snowden {Ixecutive Consultant), Mr Greenway and Mr McKibben are the principal authors of this Compelent Persons’ Report
which has been reviswsad by Dr Snowden.

In preparing this regort, the authors have relied on information provided by Zambezi, on information recovered from reporis by former
owners of the Zambian project areas, by hoiders of adiacent tenements as well as information sourced from research papers by
varigus acadsmic and government institutions.

1.3  ZAMBEZI'S MINERAL ASSETS

Zambezi's 100%-owsd mineral asssts in Jambia comprise nine contiguous Prospeciing Licences locatsd to the sast of Lusaka in
southern Zambia and a single granied Prospacting Licence which surrounds the eastern Zambian town of Chipata, approximataly
500 xm northeast of Lusaka.

For the purposes of this report Zambezi's granted tenements located 1o the east of Lusaka are collectively known as the Lusaka East
Proiects. Zambezi has structured its Lusaka East exploration ienementis into five geographic groupings:

* Mwembeshi project - comprises two granted Prospecting Licences (PL224 and PL225} located between 50 km and 150
km northeast of Lusaka

»*  Rufunsa project - comprising a singie granted Prospacting Licence (PL279) located between B0 km and 150 km east of
Losaka;

»  Zambezi project - comprises three granied Prospecting Licences {PL196, PL214 and PL227} located between 50 km and
150 km east-southeast of Lusaka;

*  Mpande project - comprisss a single granied Prospecting Licence (PL220) located 35 km south of Lusaka; and

*  Mulofwe project - comprises a singie grantsed Prospecting Licence (PL213) located between 10 km and 40 km east-
northeast of Lusaka.

In addition to its Zambian expicration projects, Zambezi aiso hoids the following minerai assets:

» through its 100% owned local cperating subsidiary company, Africa Ausiral Mineracao Limitada (“Africa Austral’),
Zambezi holds four granied Prospecting Licences (10171, 1038L, 1040L and 1291L) covering a combined area of 592 km?
located in northwesiern Mozambigue. These tenements are contigucus with and immediately south of its Chipata tenement
in Zambia;

* one Prospecting Licence {1018L) currently heid by a third party company, Capitol Resources Limitada ("Capitol™} is in
the process of being transferred to Africa Ausiral. This tenement covers a total area of approximately 259 km® and is alsc
contiguous with and immediately scuth of Zambezi's Chipata tenement. Upon the completion of the transfer, Africa Austral
will hold a 100% interest in this tenement; and

* 3 3h.3% interest in Zambezi Nicke! Limited ("Zambezi Nicksl™), which holds two granied Prospecting Licences covering
an area of 120 km¥ {0 the east of Lusaka and is sarning an inierest in two granted Prospecting Licences covering an area
of 355 km* in ceniral western Mozambique. Zambezi Nickel has alsc entered into a urarium rights joint veniure over four of
Zambezi Resources tenements (PLZ20, PL224, PL227 and PL2T9).
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The Zambezi and Mulofwe projects have been the focus of much of Zambezi's initial exploration since listing on AIM in 2004,
These projects have returned sirong exploration results to date, which has highlighied several significant and laterally continuous
mineralised zones. Based on Zambezi's recent exploration activities these projects have good potential for the dafinition of further
zones of gold, copper-gold and uranium mineralisation and expansion of the currenily defined resources. The remaining projects
largely remain in the sarly siages of assessment,

1.4 GEDLOGICAL CONTEXT

Zambezi's Lusaka Fast Projscts form a continuous tenement package over an area of approximaiely 13,860 k' and a distance of
soma 170 km covering the Basement Complex and metasedimantary units of the overlying Mova and Katangan Supergroups. These
units have been subjected to lower greenschist facies metamorphism, deformed by polyphase foiding, shearing and faulting, and
intruded by dolerites and severat large, Proterozoic-aged granitoid bodies. This has resdlted in a strong north-northeast frending
fabric, paralleled by the regional scale Mwembeshi shear system, an anastomosing network of faulis and shears intimately associated
with the base matal and gold mineralisation of central and scuthern Zambia,

1.5 PROJECTS
1.5.1 Zambezi project

The Zambezi project comprises a contiguous tenement holding totalling 3,728 km? in area that covers metavolcanic and sedimeniary
rocks of the Mozambigue Mobie Bell in central-southern Zambia. The Zambezi proiect area may be accessed from the Great Easiern
Highway and covers rugged hills afong the northern escarpment to the Zambezi River valley which passes into a flat plaisau with an
average elevaion of 1,100 m above sea level to the north. Parts of the Zambezi project lie within the Lowsr Zambezi Naticnal Park.

The Zambezi project area was selected for its perceived polential o host shaliow, iron-oxide copper goid and uranium {"ICCG™)
mineralisation concentrated in favourable host rocks and siructural raps. In addition, the historical Chumbwe and Chakwenga gold
mines are contained within the Zambezi project area. Both mines are reported 1o have previously produced in excess of 2,000 0z Au
from suiphidic quartz veins at grades mors than 5 g/t Au.

The Zambezi proiect has praviously been the subject of considerable, albeit intermittent exploration dating from the 1930s onwards.
Puch of this previous exploration was focussed on the assessment of the historical mine workings and known mineral occurrences.

Exploration by Zambezi since 2004 has ouilined several key target areas; namely the Chakwenga goid, Cheowa coppergold and
Oryx uranium prospects.

Initial exploration by Zambezi at Chakwenga was focussed on the hisioric gold mine and s strike exients. Activities included re-
sampling of the historic trenches and workings, stream sediment sampling and geological mapping. This mapping indicated that
gold mineralisation at Chakwenga is hosted within multiple shearrelated guartz and quartz feldspar veins within felsic schists and
gneiss. Drilling by Zambezi in 2606 has encounterad significant widihs of low grade goid mineralisation along striks to the north and
south of the historic Chakwenga goid mine.

In addition, regional gecchemical sampling programmes arcund the Chakwenga mine area ideniified a number of laterally exiensive
gsochemical copper-gold soil anomatiss which are co-incident with helicopter-borne magnetic geophysical anomalies in the
Imboo and Kangaluwi-Chisawa areas in the eastarn part of the Zambezi proiect area. These anomalies are the sublect of ongoing
exploration.

The Cheowa prospect is centrally located within the Zambezi project area and comprisas a shear-hosted copper-gold soil anomaly
which extends over a 15 km east-northeast strike extent and is up to 0.5 km in width. Drilling by Zambezi in 2006 resuited in the
dafinition of an Inferred Bsesource containing an estimated 1.7 Mt grading 1.5% Cu and 0.5 glt Au at a 0.3% copper cut-off at
Cheowa. The Cheowa mineralisation ie associated with a shear hosted breccia zone dominated by chalcopyrite-pyrrhotite-pyrite,
dipping at 65" to the northwest. Copper grades in excess of 0.3% Cu have been defined o date over a sirike lengih of 700 m and io
a vertical depth of 200 m. In sardy 2007, Zambezi conducied a preliminary meatallurgical testwork programme on mineralised material
from Cheowa. This work indicaied that good copper and gold recoveries can be achieved through coarse grinding and fiotation of
the copper sulphides.

The Checwa prospect is the subject of a jpint venture agresment with Glencore nternational AG, who is currently earning a 51%
interest in the prospect.
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The Oryx prospect is iocated within PL227 in the wesiern portion of the Zambezi project area. The Oryx prospect was defined in
2005 when Zambezi outlined hydrothermal uranium mineralisation associated with an airborne radiometric gsophysical anomaly.
Subsequent soif sampling, rock chip sampling and trench sampling by Zambezi outlined surface occurrences of the aranium mineral,
davidite. Zambezi has conducied a limited drilling programme over the prospect area and submitied several samples of uranium
bearing matsrial for meiallurgical testing. initia testwork results indicate that gravity separation alone is unable 1o effectively upgrade
the draniom and that low intensity magnetic separation would be required. Further trenching and targeted drilling is a priority during
tha forthcoming 2007 field season.

The Cryx prospect is the subject of a uranium rights joint veniure agreement with Zambezi Nickel, who can earn a 51% interest in
e prospect.

1.5.2 Mulofwe project

Zambezi's Mulctwe project is located to the immeadiaie northwest of the Jambezi project and lies approximately 25 km to the east-
northeast of Lusaka, The project covers an area of 3,183 ki,

Zambezi considers its Mulofwe project io be prospsective for structurally hosted coppsr mineralisation within granite-gnaiss units of the
Bassment Complex; stratabound copper deposits within carbonaceous units of the Katangan Supergroup; and [OCG mineratisation
associated with |ate stage Proterozoic granitcid intrusive bodies. The informally named ‘Chongwe Copperbell’ represents the most
highly mineralised zone within the project area and comprises a series of copper and copper-geld occurrences within a 10 km-wide
arcuate corridor centrally located within the Mulofwe project area.

The Mulofws projact area has been subjectad to widespread expioration and small-scale mining since the turn of the 20t century,
although only limited exploration had been conducted over the area since the 1970s.

Starting in 2004, Zambezi's exploration programmes have included soif and rock-chip geochemical sampling, geclogical mapping,
RC drilling and high resolution helicopierborne magnetic and radiomelric geophysical surveys. These programmes have been
successiul in ideniifying a number of coppsr mineralised zones within the Mulcfwe proiect area. Based on historical data, Zambezi
estimatsd an inferred Besource of 5.34 Mt grading 0.8% Cu above a 0.5% Cu cut-off for its Chalimbana prospect in 2004,

The Chalimbana prospect is also the subiect of a joint venture agreement with Glencors Infernaticnal AG, who is currently earning a
51% interest in the prospect.

The Mulcfws Uome in the northeasiern part of the Mulofwe project area is a zone of domal warping associated with the intrusion
of a granitoid body at depth. This area s considered by Zambezi o be prospective for 100G-style minsralisation. Since 2004,
Zambezi has carried out helicopter-borne geophysical surveys, hand-held spectrometer surveys and rock-chip sampiing at the
Muictws Dome prospect. The rock-chip sampling programmes returned anomalous copper, goid and uranium assays. Further work
is planned during the 2007 field ssason.

1.5.3 Other projects

Zambezi holds & 100% interest in & number of additional expioration projects in Zambia and nornthwsstern Mozambique. These
projecis cover numerous conceptual or early stage copper-gold or uranium fargets.

The 2 987 km* Mwembaeashi project is located to ths north and east, and contiguous with the Mulclwe project area. The Mwesmbeshi
project is dominated by schists, migmatites, gabbros and other metavoicanic units of the Bufunsa Volcanic terrane. The regionally
significant Mwambeshi shear system cuts the project area and hosts a number of smalt goid deposits that were expicited in the
1940s and 1950s. Recent exploration by Zambezi consisis of predominantly reconnaissance iype programmes that have ideniified a
number of exploration targets. These fargets remain (o be adeguaiely tested in the upcoming field season. The Mulungushi tenement
{PL224} is the sublect of a dranium rights joint venture agreement with Zambezi Nickel, who can earmn a 51% interest in the project.

The 2,496 lur Mpands project is located to the south and immediaiely adjacent to the Mulotwe project area. The project is centred
on ancther domat feature known as the Mpands Dome. The Mpande Dome comprises augen gneiss and schist faulted against
sedimeniary rocks of the Mova Supergroup. Zambezi is of the opinion that the Mpande project is prospective for 10CG-style
mineralisation. There is little reporied expicration within the Mpande proiect although minor aliuvial gold occurrences are known o
occur around the Mpande Dome. in 2006, Zambezi conducted a high resclution radiometric geophysical survey over parts of the
project which resuited in the definition of four discrate uranium anomalies. These fargets remain to be tested. The Mpande project is
the subject of a uranium rights joint venture agreement with Zambezi Nickel, who can earn a 51% interest in the project.
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The 1,464 km Rufunsa project is flanked by the Mwembeshi project to the north; Mulofwe prolect to the west:; and Zambezi project
o the south. The Bulunsa project covers granitoid-gneisses which are overlain by sedimeniary units of the Muva Supergroup. The
significant shear-hosted Chakwenga gold deposit (within the Zambezi proiect area) is located along sirike to the south of the Rufunsa
proiect. The project is known 1o host a number of small gold occurrences. Despite its favourable geology, only limited stream and
soil geochemical sampling and wide spaced reconnaissance driling has previously been conducied over the Rufunsa project area.
The results from exploration conducied to date have been mixed. The Ruiunss prolect is the subject of a uranium rights joint venture
agreemsnt with Zambezi Nickel, who can earn a 51% intersst in the project.

The Chipaia project is located within eastern Zambia and approximately 500 km northeast of Lusaka. The project covers an area
of 2427 kr®. The geology of the Chipata project is characterised by the graniicid-gneisses of the Basement Complex which are
overlain by Muva Supergroup sedimentary rocks, which have been extensively infruded by younger granites and sysnites. Litlle
pravious exploration is eporied howsver, Zambezi is of the opinion that the Chipata project is highly prospective for i0CG-style
mineralisation.

In Mozambique, Zambezi has a 100% intsrast in 592 ki of grantsd tenements and is awaiting the transfer of one further tensment
wotalling 258 km? in area. The Mozambigue tenements represent the southern extension to Zambezi's Chipata project and are
considered by Zambezi to be prospective for iron oxide copper-gold-uranium {MOCG") style mineralisation. There is lithe previous
exploration reported within the Mozambigue tenements, howsaver, previous drilling has iniersected ancmalous gold and silver
mineralisation.

Zambezi proposes o undertake a programme of geological mapping, dstailed gecchemical and geophysical surveys, interpretation
and modelling and RC drilling of its Mwembeshi, Mpande and Rufunsa project areas. Thaese programmes are designed to generate
new exploration targets and test zones of copper-gold mineralisation.

1.6 EXPLOBATION POTENTIAL

In Snowden's opinion, Zambezi's project areas in southern and sasiern Zambia and northern Mozambique hold potential for the
discovery of shearhosied and sedimentary-hosted copper-goid and OCG-siyle mineraiisation. This view is based upon the location
of the projects within beits of known mineralisation; the presence of historical copper and gold mines; multiple zones of anomalous,
coppergold and uranium mineratisation; and the lack of modesn exploration throughout much of Zambezi's project areas.

The resulls from Zambezi's recent exploration over its Mulofwe and Zambezi project areas have been encouraging. in addition o
ouifining an Inferred Resource al the Cheowa prospect, Zambezi's exploration programmes have shown the Mulofwe and Zambezi
project arsas o be highly prospective for the delineation of additional mineralisation. Farthermore, Zambezi's use of modern
gsochemical and gecphysical exploration technigues has succesdad in ideniifying a number of new anomalies in addition to those
associated with areas of known mineralisation.

The presence of uranium mineralisation at the Oryx prospect highlighis that geoclogical processes conducive to the formation of
hydrothermal-retated uraniom mineralisation have been active within its Lusaka Fast projects. in addition, the wanium anomalous
rock-chip sampiss associated with a domal structure at the Mulolwes project are supporiive of Zambezi's proposed {OCG modal for
the Lusaka ast projects.

In addition to favourable geology, Zambezis ulimate success in discovering and developing copper-gold and uranium deposiis
within its Zambian and Mozambique projects will, in Snowden’s opinion, depend upon the skills of its exploration team. In Snowdsen's
opinion, Zambezi has the key elsaments in place to achisve its obiectivas. Furthermore, Snowden considers Zambezi's exploration
strategy (o be ustified and is satisfied that the proposed expioration programmes have been well defined and are appropriats.

1.7 PROPOSED WORK PROGRAMME AND BUDGET

Zambezi has cutlined a staged two yaear exploration budget in order to progress its Zambian projects. Funds are to be directed
principally towards further drill tasting and advancement of its prospects within the Zambezi project towards resource definition. In
addition, a portion of funds will be direcied i conduct further regionat exploration over its Mulofwe Dome and Chongwe Copperbeit
prospects within the Mulofwe and Zambezi project areas.
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Tabie 1.1 Propesed Explaration Budget — Zambex Rescurees Limited

Year 1 {US$ M) Year 2 (US$ M) Total

JV Zambezi Total JV Zamhbezi Total {US$ M}
Cheowa JY 6.22 - 6.27 4.66 2.54 7.29 13.42
Chongwe Copperbelt JV 2.97 - 297 2.54 0.49 3.03 £.00
Zambezi project .80 5.16 5.96 0.1 4.89 5.00 10.96
Muictws project - 1.11 1.1 - 1.00 1.00 2.11
rMwembeshi project 0.50 0.49 .09 .21 0.1 0.40 1.58
Mpands project 0.50 0.41 .81 - 0.35 0.35 1.76
Rufunsa project 0.25 0.29 .54 - - - 0.54
Chipata project - - - - - - -
Mozambique projects - - - - - - -
TOTAL 11.24 7.46 18.70 7.52 9.46 16.98 35.68

Snowden considers the proposed exploration programmes and budgel to be appropriate considering the differing styies of
mineralisation and maturity of the largeis to be assessed. These work programmes have been designed o realise the potential of
the project areas in a prudent and efficient manner with the objective of delineating further copper and gold resourcas o provide the
impetus for the future growth of the company.

2. INTRODUCTION
2.1 PURPOSE FOR WHIEH THE REPORT WAS PREPARED

Snowden Mining Indusiry Ceonsuitants Pty Lid {"Snowden”} has prepared a Competent Persons' Beport on the mineral assets of
Zambezi Besources Limited {"Zambezi”} (Figure 2.1}, Snowden undersiands that this report is to be included in its entirety in a
Prospectus to accompany Zambezi’s application for a proposed listing of the company on the Australian Stock Exchange ("ASX").
The purpose of the Prospectus is to offer for subscription up to 33.33 million ordinary Zambezi shares af an issue price of $0.45 o
fund the future assessment of Zambezi's exploration projects.

The objectives of this report are to:
1. provide an overview of the geological setting of Zambezi's Zambian project areas and the associated mineratisation;
2. outline the recent exploration work undertaken on each of the project areas;
3. preseni the defined rescurces within each project area;
4. express Snowden's opinion on the expioration potential of Zambezi's prolect areas; and

5. consider the appropriateness of Zambezi's budgeted work programmes.
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Figure 2.1 Lotation of Zambezi's project areas in Zambia and Mozambigue

La}ge.Bang;@{étﬁu

P

7

* .. CHIPATA
PROJECT

BT I LUSAKA EAST
Project otline " P ROQJECTS

- Country boundary

Meajor town

This Competent Persons' Report has been prepared on all of Zambezi's mineral assets in Zambia. This report is intended to properly

inform readers of Zambezi's Prospectus about the current status and exploration potential of its Zambian project areas and to provide
comment on Zambezi's proposed fulire exploration and development programme.

2.2 RESPONSIBILITY FOR THE COMPETENT PERSONS’ REPORT

Snowden perscnnel responsible for the preparation and review of this report are Mr G Greenway {Divisional Manager - Besource
Evalustion), Mr J A J MeKibben {Divisional Manger - Corporate Services), Mr | Glacken (Group General Manager Resources) and
Br P A Snowden {(Executive Consuitant). Mr McKibben is the principal author of this Competent Persons’ Report, whilst Mr Greenway
carried out site inspections of Zambezi's Lusaka East projects in March 2007 and Mr Glacksn reviewsed the resource estimates
outined in this report. This report was reviewed by Dr Snowden of Snowdan's Corporate Division.

In preparing the report, Mr McKibben has relied on information provided by bhoth Zambezi and a number of repors prepared by
pravious tenement holders and research papers published by various academic institutions. Mr McKibben has aigo had in depih

discussions with Dr Geocifrey Johnson, (Executive Director Exploration} of Zambezi and other employees of the company, regarding
various aspects of its Zambian projects.

2.3 DVERVIEW OF ZAMBEZI RESQURCES LIMITED

Zambezi Resources Limited was incorporaied in Bermuda on 29 March 2004 and subseguently fisied on the Alternative Investmenis
Market {("AIM") of the London Stock Exchange in July 2004,

Prior to iisting on the AlM, Zambezi acguired a 100% interest in Mwembeshi Resources Limited ("Mwembeshi") from Metex Resources
Limited {an ASKX listed company} and Vistarise Limited (a private exploration company). Mwembeshi was established in 2003 and
incorporated in Zambia as a gold and copper-iocussed exploration company. All the licences in Zambezi's current tenement portfolio

are hald in the name of Mwembeashi,

Zambezi's corporaie structure is summarised in Figure 2.2
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Figure 2.2 Zamhezi's corporate structure

Zambeziwas formed in order to assess a series of highly prospeciive iron-oxide copper-goid ("1OGG") and shear-hosted goid targstis
in southern Zambia, Zambezi's current tenemant portiolio was assembied following exiensive archival research and numerous fisld
investigations. Despite numercus mineral occurrences and historic workings recorded within Zambezi's tenements, the region had
receivad little exploration for sither copper or gold since the 1970s.

Zambezi has actively promoted the use of modern exploration technigues throughout s project areas and has Ltilised the significant
advances in mineral deposit models. This sirategy has been highly effective in outlining a number of significant zones of gold, copper
and uranium mineralisation within its tenement package, in addition fo confirming the prospectivity of southern Zambia.

2.3.1 Company strategy

Having secured an extensive porticlio of prospective copper and gold properties within Zambia, Zambezi's exploration strategy is
focussed on delineating an economically viable resource bass capable of rapidly fransiforming the company from an exploration
company to a minerai producer,

Zambezi's inifiat exploration focus was directed towards copper oxide mineralisation within the ‘Chongwe Copper Beil' and on gold
mineralisation at the historic Chakwenga undergound mine. Subssguent expioration has resulted in the delineation of a number of
mineralised zones, the most significant being the Chakwenga gold, Cheowsa coppergoid and Oryx uranium prospects within its
Lusaka Fast Projects.

In keeping with its copper and gold focus, Zambezi has divesied itself of non-core assets such as the Mitaba and Paulwi Prospecting
Licences which formed the basis for the AiM-listed Zambezi Nicke! Limited. Furthermore in August 2006, the company entered inic
ioint veniure agresmants ("JV"} with Glenore International AG {"Glenceors™) at its Cheowa and Chongwe Copperbelt projects. These
JVs are designed o accelerals exploration over Zambezi's key copper proiects and {o provide copper concentrates for Gisncore's
smelting operations at Mufulira in northern Zambia.

Zambezi considers the Zambian political situation and legistaiive environment i be highly {avourable to exploration and the company
is comiortable with its sovereign risk exposure. Recent moves by the company io extend its expioration into Mozambigue represenis
an emerging exploration opporunity based on its previous activities within the Chipata area.
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Since esiablishing itself in Zambia the company has made considerable efforts to ensure that it understands the iocal business and
legislative environmeni of the country. Empioving local staff and utilising local consultants where possible has assisted greatly in this
area.

2.4 LOCATION AND DESCRIPTION DF ZAMBEZI'S MINERAL ASSETS

Zambezi's 100%-owned mineral assets in Zambia comprise nine contiguous Prospecting Licences located to the east of Lusaka in
southern Zambia and a single granted Prospecting Licence which surrounds the eastern Zambian town of Chipata some 500 km
east of Lusaka (Figure 2.1}

For the purposes of this report Zambezi's granted tenements located 1o the east of Lusaka are collectively known as the Lusaka East
Proiects. Zambezi has structured its Lusaka East exploration fenemenis into five geographic groupings (Figure 2.3):

* Mwembeshi project - comprises two granted Prospecting Licences (PL224 and PL225} located between 50 km and 150
km northeast of Lusaka (Figure 2.3},

»* Rufunsa project - comprising a singie granted Prospacting Licence (PL279) located between B0 km and 150 km east of
Lusaka {Figure 2.3);

»  Zambezi project - comprises three granied Prospecting Licences {PL196, PL214 and PL227} located between 50 km and
150 km east-southeast of Lusaka (Figure 2.3);

*  Mpande project - comprisss a single granied Prospecting Licence (PL220) located 35 km south of Lusaka; and

*  Mulofwe project - comprises a singie grantsed Prospecting Licence (PL213) located between 10 km and 40 km east-
northeast of Lusaka.

Figure 2.3 Loeation and infrasbructure of the Lusaka East Peojects
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2.4.1 Other mineral assets

In addition to its Zambian projects, Zambezi aiso holds the following minerat assets:

through its 100% owned local operating subsidiary company, Africa Austral Mineracao Limitada (“Africa Austral"), Zambezi
holds four granted Prospecting Licences (10176, 10381, 10401 and 12911} covering a combined area of 592 km? iccated in
northweastarn Mozambigue. These tenements are conliguous with and immediaiely south of its Chipata fenement in Zambia
{Figure 2.4},

one Prospecting Licence {1018L) currently heid by a third parly company, Capitol Besources Limitada {("Capitel™) is in
the process of being transferred to Africa Ausiral. This tenement covers a total area of approximately 259 km® and is alsc
contiguous with and immediately scuth of Zambezi's Chipata tensment (Figure 2.4}, Upon the completion of the transfer,
Zambezi will hold a 100% interest in thess ienemenis through its whelly owned subsidiary company Alrica Austral; and

a 35.3% inlerest in Zambezi Nickel Limited { "Zambeazi Nickel"), which holds two granted Prospecting Licences covering an
area of 120 km? to the east of Lusaka and is earning an interest in two granted Prospecting Licences covering an area of
355 km? in central western Mozambigue. Zambezi Nickel has also entered into a Uranium Rights Joint Venture over four of

Zambezi Rescurces tenements (PL22G, PL224, PL227 and PL278).

Figure 2.4 Lotation of Zambezi's Chipata and Mozamhbique tenements
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2.4.2 Tenement Status

Zambezi's tenement schedule for ite Zambian projects is outlined in Table 2.1, whiist Table 2.2 details the current status of Zambezi's

Mozambigue tenemants,

Table 2.1 Zamhbezi’s Zambian lenement schedule
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Concession Holder Licence Grant Date Mumber of Mext Renewal Tenement
Number Benewals Date Area (km®)
Chaowa Mwembeshi Resources PL196 20/02/2004 2 10/11/2008 g70
Zambezi Mwembeshi Resources PL214 161212003 2 18/06/2008 2.041
Mulofwe Mwembeshi Resources PL21D 1/03/2004 1 10/11/2008 3,183
Mpande Mwembeshi Resources PL22G 1/03/2004 1 10/11/2008 2.497
Mulangushi Mwembeshi Resources PL224 11/05/2004 1 15/11/2008 2.400
Jaessia(1) Mweambeshi Resources PL2Z25 11/05/2004 1 91112008 587
Chipata Mweambeshi Resources PL2Z6 11/05/2004 1 91112008 2.427
Chumbwe Mwemieshi Resources PL227 13/05/2004 1 911/2008 717
Rufunsa Mwembeshi Resources PL27D 31/01/2006 0 30/01/2008 1,464
Kanikashal 2} Mweambeshi Resources PL282 30/03/2006 0 nfa nfa
Total area in Zambia 16,286

MNotes:

{1} A notice for partial relinquishment of the Jessie icence has been lodged with the Zambian Minisiry of Mines and Mineral
Uevelopment {"MMD". The Company awaits confirmation from the MMD that the relinguishment has besn processed. The area
to be refained is 587 km* as shown in the table above. All figures in the prospectus showing tenement outlines show only the
retained area for the Jessie tenement.

{2y A notice for total relinguishment of the Kanikasha licence has been lodged with the MMD. The Company awaits confirmation from
the MMD that the relinquishment has been processed. Alt figuraes in the prospsctus showing tenement cutlines are on the basis
that the Kanikasha tenement has been reiinguished. The area of the Kanikasha tenement has not been included in the total area

calculation,
Table 2.2 Zamhezi's Mozambigee tenement scheduie
Holder Licence Number Grant Date Next Renewai Date Tenement Area

(k)

Africa Austrat Mineragao Limitada 101710 4107/2005 4107/201C 259

Capitol Resources Limitada 1018L(1} 4107/2005 4107/201C 259

Africa Austrat Mineragao Limitada 1038L 4107/2005 4107/201C 108

Africa Austrat Mineragao Limitada 104001 4107/2005 4107/201C 163

Africa Austrat Mineragao Limitada 12910 12/01/2006 12/01/2011 62

Total area in Mozambique 851

MNote:
{1} Currently being transferred 1o Zambezi's Mozambique subsidiary company, Africa Austral Mineracao Limitada

Zambezi has previously identified a number of invalid Small Scale Mining Leases within its licences. Following action by Zambezi,
three of these invalid licences have been rescinded by the MMD, and two remain o be reselved. Figure 2.3 shows the extent of all
known and valid licences excised from Zambezi's project area.

Foliowing the discovery of uranium minaralisation by Zambezi at the Oryx project (refer to Section 4.4.1), Zambezi applied for and
was subseqguently granted energy mineral rights over its Zambian tensments,

Al some of its projects, Zambezi operates in the Lower Zambezi National Park, and aiso in the Luano, Hufunsa and Lowsr Zambezi
Game Management Areas ("GMASs"). Snowden understands that Zambezi has submitted an environmenial management plan for



o
PR Resources Lid

operaling in these areas which has been approved by the Zambian Wildlife Authority ("ZAWA™). Zambezi recognises the sensitivity
of exploration activities in these areas and has engaged key stakeholders, including the MMD, ZAWA and local landowners and
traditional Chiefs, 1o assist in the development of long term, mutually agreeabie, sustainable development ohiectives.

Having asked the relevant guestions of Zambezi, Snowden undersiands that there are no access, environmental of heritage
impediments relaiing fo the project tenements held by Zambezi or its subsidiary companies. Furthermore, Snowden understands
that currently there are no royalties that are payable to third parties, with the exception of the State, on any production from Zambezi's
project tenameants,

2.4.3 Agreements
A summary of Zambezi's key ioint venture agreements as advised by the company is presentad below:
* under the terms of its exploration joint veniurs agreement with Zambezi, Glencore has agreed to sarn a 51% intsrast in
Zambezi's Cheowa project through expioration expenditure of US$1G mittion, with a minimum commitment of US$4 miliion.
If Zambezi elects not to maintain its 49% interest in the Cheowa Proiect Joint Veniurs, then Giencore may earn an additional
20% of the project by either completing a Bankable Feasibiltity Study or by spending up to an additionat US$10 million on the
project; and
* under the terms of the Chongwe Copperbely/Chalimbana Projects Joint Venture, Glencore can earn a 51% interest in the

projects by spending US%6 million on exgloration, with a minimum commitment of US$2.4 million.

* under the terms of the uranium rights joint venture with Zambezi, Zambezi Nicksl Limited can earn a 51% interest in the
uranium rights on PL's 220, 224, 227 and 279 by spending US$5 million on exploration, with a minimum commitment of U333
millicrs,

More detailled information relating to these agreemsnts is provided in the Material Coniracts section of this Prospectus.

Zambezi will be managser of both joint veniures untit Glencore reaches 51% of sither the Cheows or the Chongws Copperbell/
Chalimbana joint venture projects, at which point Glencore has the right to assume the role as manager of both projects.

The location of the Cheowa and Chongwe Coppsrbelt/Chalimbana joint venture projects is presented in Figure 2.5.

Figuee 2.5 Lucation of the Cheowa and Chongwe Cogperbel}/Chalimbana {CEB) joint venture project areas
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3.  OVERVIEW OF ZAMBIA
3.1 INTRODUETION

The Republic of Zambia is a land locked couniry in central-southern Africa, located between latilude B° and 18° South and longitude
22" and 34" EFast, The couniry has a tolal arsa of some 752,614 km?. Zambia shares land borders with Angola to the west, Namibia,
Botswana, Zimbabwe io the south, Mozambigue to the southeast, Malawi to the sast, Tanzania to the northeast and the Democratic
Republic of Congo to the north,

The terrain of Zambia is characterised by mostly fiat and undulating plateaux with a2 msan altitude of approximately 1,100 m above
sea level ("ASL"). Thaese plateaux are broken by isclated hills, ridges and deep linear valleys related to the Fast Africa Bift system.
The highest point is in the Mafinga Hills in northeastern Zambia (2,301 m ASL) and the lowes! point is on the Zambezi River (328 m
ASLY.

Zambia has four major river systems: the Zambezi River originates in the northwest of the country and arc southwards before exiending
along Zambia’s southern boarder. The Kafue River drains the southern part of Zambia and uitimately draing inic the Zambezi River.
The Luangwa River fraverses eastern Zambia, and the Congo River system occupies the northeasiern part of Zambia,

Zambia's climate is classified as tropical, with three distinct seasons: a cool dry season between May and August {average daytime
temperaiures range from 157 to 27°CY, a hot dry ssason from Septsmber to November {272 o 32°C): and a warm wet season from
Dacember to Aprit (20° to 27°C). The average annual rainfalf varies from less than 700 mm in the south to 1,500 mm in the north.

Zambia's is typified by Savannah-iype vegetation and over half of the country is covered by frees, varying from the relatively open
conditions in the drier south to the tall, dense Micho woodlands in the north and northwest, Zambias soils, although extensively
leached, support a wide range of commearcial crops, including maize, tobacco, cotion, rice, wheat, coffee, sugar cane, vegelablas,
citrus fruit, baranas, pineapples, mangos, avocadcs and fiowers.

Zambia has a population of approximaiely 11.5 million people, of which just under 20% reside in the country’s capital, Lusaka. Other
significant population centres are the towns of the Copperbslt in northern Zambia, Kabwe and Kapii Mposhi in central Zambia and
Livingstons in the southern part of the country. As the national political and business centre, Lusaka is relatively well developed and
has a small bui active stock exchangs.

E-nglish is the official language of Zambia although more than 75 different languages and dialects are spoken throughout the couniry.
The Zambian population is targely Christian (50 1o 75%} with the remainder predominantly following Islam or Hinds faiths,

Zambia has an extensive network of moderaie guality transport and communications infrastrocturs, with roads bstween the major
centres being largely paved and in good condition. Many secondary roads are being progressively rehabilitated. The country is
supported by reguiar domestic and international air services principally into Lusaka, Ndola and Livingsione. The economically
important Zambian Copperbeit is connecied via rail links to the major South African ports of Durban and Cape Town {(via Lusaka
and Livingstone) and 1o Tanzania {via the Tanzania-Zambia railway which exiends from Kapiri Mposhi to Dar Es Salam). Electricity is
relatively cheap due o the abundance of hydroslectric power principaily iocated in the Kafue Gorge, Lake Kariba and Vicloria Falls
in southern Zambia.

3.2 POLITICAL AND ECONOMIE FRAMEWDRK

3.2.1 Political structure

Zambia is a republic guided by a democratic consiitution implemantad in 1981, Under its terms and a constitutional amendmant
passed in 1896, authority is vesied in the President, who is elected for a maximum of two five-year ierms by popular voie, The President
is both Chief of State and Head of Government. The current President is Levy Mwanawasa who was re-elecisd in September 2006
for a second five-year term. Legisiative power is vested in a unicameral parliament consisting of the National Assembiy. The Naticnal
Assembly has 150 elected members and eight members appoeinted by the President for a five year term. The iudiciary consists of
the High Court and Supremea Court,

3.2.2 Economic siructure

The Zambian economy has historically been heavily reliant upon the copper-mining industry which accounts for more than 64% of
the value of its exports. Zambia is a significant world copper producer and contains an estimated 6% of the world's copper reserves,
In addition 1o copper mining and processing, the country is endowsd with minerals such as cobalt (principaily as a by-product
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of copper mining), gofd and gems. Other notable indusiries in Zambia include consiruction, chemicals, texiiles, isrtilizer and
horticultures, Zambia’s agricultural products include corn, sorghum, rice, peanuts, sunflower seed, vegetables, flowers, tobacco,
coHon, sugarcane, cassava, coffee, livestock, dairy products and hides.

As a resuit of higher copper prices in the 1960s, Zambia's economy grew strongly iollowing independence in 1864, However
naticnalisation of the country’s mines coupled with falling copper prices from 1870s onwards, severely impsded the copper
dependent eccnomy. By the 1980s, living standards had been significanily reduced by increased unemployment, rampant
infiation and increasing national debt. Political change in the early 1980s resulted in a change of economic policy characterised by
privatisation of stais-owned industries and mines, which resolted in fiuciuating economy growih during the period 1984 1o 2000,

The Zambian economy has performed reasonably well in recent years due o high metal prices and a growing contribution from
agricuiture and tourism. Real GOP growth is reportedly robust at 5.1% in 2005 and is estimaled to exceed 6% in the period 2006 o
2008, improved macroeconomic management by the Government, subsiantial debt relief by the donor community and the positive
copper price has resuited in a dramatic appreciation of the Zambian currency {the kwacha} and alling interes! raies.

Although Zambia's sconomy has made progress in recent years, the country's growth in 2005/2006 remained below the 6% o 7%
required to significantly reduce poverty. More than 70% of Zambians are estimated to still live in poverty. Per capita annuat incomeas
are currently at aboot one-haif thefr lavels at independence and, at $430, place the country among the world's poorest nations.

The Zambian Government is pursuing an economic diversification programme to reduce the economy’s reliance on the copper
industry, This initiaiive seeks to exploit other components of Zambia's rich resource base by promoting agriculture, tourism, gemsione
mining, and hydro powsr,

3.3 ZAMBIA'S MINING INDUSTRY

Zambia is well endowed with mineral resources and its economy derives most of its foreign exchange earnings from the export of its
minerals. Though a wide range of minerals occur within the country, the mining industry is dominated by the production of copper
and cobalt {a by-production of copper mining}. The Zambian Copperbelt is one of the most important metallogenic provinces in
the world containing massive reserves of copper and cobalt as well as gold, dranium, nickel, lead, zinc, iron, manganese and high
guality gemstonas,

Zambia's copper production peaked in 1969, when 720,000 t of copper was produced. Howsver during the 1870s the country's
copper production declined drastically due to low copper prices and a lack of invesiment in the industry. Despits this decline copper
and cobalt st comprises approximately 10% of Zambia's GOP and accounis for some 86% of the country's export earnings. Zambia
produced 465,257 t of primary copper in 2005 compared with 421,646 t in 2004. Copper exports were estimaied at 421,114 1in 2005
up from the 389,093 t exportad in 2004,

Zambian copper production continues to be affected by underground mining issues relaied o the age and geclogical complexity
of some of its mines. Plant breakdowns and delays with the construction of a new smeiting facility at Mopani Copper Mines' Mufulira
operation also hampersd production. The new smelter has now besn completed. Industrial action at several sites and fusl shortages
also coniributed to missed production targets in 2005,

However as a result of the current high prices for copper, investment is very strong with many mine operators investing heavity in mine
expansion projects. There has also been a marked increase in exploration expenditurs,

Zambia is also the worid's largest cobalt producer, supplying 20% of the world's coball. Cobalt exports were 5,434 t down on the
5,103 1 axported in 2004,

Outside of the Copperbelt, a number of inactive mines are recorded including the Kabwe (or Broken Hilly lead-zinc mine and the
Bunrobin goid mine. The Kabwe isad-zinc mine operated for over 80 years producing an estimated 12.3 Mt of ore at an average
grade of 25.2% Zn and 10.7% Pb before closing in 1984, The Dunrcbin gold mine operated between 1827 and 1941, producing an
estimated 32,000 ounces of gold at an average grade of 10 g/t Au. Other significant gofd mines inciude Jessie (380 kg), Sasare (390
kgl and Matala {225 kg), with the twenty largest deposits estimated to have produced more than 2 ¢ of goid sincs 1902,

Small-scale gemstone mining of emerald, amethyst, aguamarine, tourmaline and garnet has alse been a significant contributor o
the Jambian economy.
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The Maamba Colliery is Zambia’s only operating coal mine. Mine capacity is estimated at 500,000 tpa, but is currently producing
around 300,000 tpa. The Zambian Government is currenily trying to privatiss the colliery.

Only minor regionat base metal, gold and diamond prospecting is recordsd outside of the Zambian Copperbeli since the 1870s.

3.4 HISTORY OF MINING

Mining as a basis for matalwork began in the Iron Age and is thought o have commenced in Zambia at arcund 100 AD. By 350 AD,
copper mining and refining had commenced as indicted by jewsliery and ornaments of the ime. Between 400 and 1060 AD trading
of copper was widespread with Zambian copper reportedly traded for beads of gold (most probably from the mines of Zimbabwe)
and glass, imported from the Indian Ocean seaboard over 1,000 km fo the east,

By the 1400s, Muslim traders wers venturing far into Alrica, exporting gold and copper via the east coast. The Portuguese arrived in
the 17th century and traded gold, ivory and copper with Zambia. Trade continued to escalate during the 18th and 19th centuries as
more and more traders from Furope and North America visited Zambia,

In the 1890s, Cecii Rhodes' British South Africa Company, which had already established itself {o the south, extended is charter o
the lands north of the Zambezi. From 1891 to the end of 1923, the territory-—known as Northern Bhodesia--was ruied by this private
company. Many ancient workings and cupriferous outcrops were undoubiedly poinied out by the Zambians during this period and
lead to the earliest mining operations by Furopaans.

According io European history, copper mineralisation was first discoveraed in the 1880s, within a seriss of ancient workings at what
is now the Kansanshi mine. This was followed by the discovery of the Roan Antelope and Bwana Mkubwa deposits in 1302 and the
Chambishi and Buws (in Katanga Province, DRC) deposits in 1903, By the end of 1806 more than 100 historic copper workings had
been located. Prospecting and development continued without any spectacuiar developments in the Copperbelt and with varying
actvity depending on the financiat climate and the war conditions of 1914 o 1918, through o 19271, The Nchanga and Muldlira
deposits were discoverad in 1923 whiist it was not until 1939 that the Chibuluma mine was discoverad.

Large scale copper production did not commence until the 1930s however with the commissioning of the Roan Antelope (now
Luasnshya) mine in 1931, This was rapidly followsd by the Nkana (1832}, Mufulira {1933} and Nchanga {1938} mines. Development
of theee deposits, although hampered by the Great Depraession, spurred sconomic activity and the growth of European setllements.
Whilst Zambia (still known as Northern Bhodesia at the time} had previously been regarded as the “poor cousin” to Zimbabwe (at the
time known as Southern Rhodesia) it was now seen as a source of great mineral wealth,

Production grew rapidly, exceeding 400,000 ipa in the late 18950s and reaching a psak of 700,000 ipa in the period 1869 o 1976,
This peak in copper production coincided with the Zambian Government's decision to nationalise the copper mines. This isad to an
extended period of under-investmant in the mines and by 1995 copper production had sunk to 307,600 tpa.

Foliowing a change in poliical direction in the 1990s, a staged programme of privatisation of the copper mines was implementad
by the Zambian Government. To facilitate the privatisation process, Zambia Consolidated Copper Mines Limited's ("ZCCk") existing
operations and associated assets were grouped into nine packages, which were subsequently sold (o number of consortiums and
public companias.

3.5 MINERAL LEGISLATION AND MINING TENURE

Exploration and mining in Zambia is governed by the Mines and Minsrals Act, 1995, Under this legislation, all mineral rights are
vestad in the Republic of Zambia. The legislation regulaies exploration and mining activitiss including the ownership of mineral and
mineral rights, applications for prospecting licences, retention licenses, mining licences and environmenial obligations. The Act also
provides for financial aspects such as royalties to be paid, licence fees and penalties.

The Act is currently being updaied and issuance of new licences was suspsnded betwesn August 2005 and August 2006, to parmit
tha fult conversion of the old licence registration sysiem to a new digital cadastre system.

Undar the Act, the Ministry of Mines and Minera! BResources is responsibis permits and licences relaiing to investment in the mining
sector. Three kinds of mining rights can be granted 1o large scale operators:

* Prospecting Licence - confers the right to prospect for any mineral over any size area for a period of two years and is
renewable for two successive periods of two years sach;
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» Retention Licence - grants the right to retain an area {subject o the Minister's agreement) over which feasibility studiss
have been completed but negative economic resulls have been projectsd. The size of the retention licence may be that
coverad by a Prospecting Licence or smaller as defined by the Licencee. The duration of a retention licence is inifialty for
three years buot is renewabis for an additional period of three years; and

» Large Scale Mining Licence - confers exclusive rights to carry out mining operations for a maximum of 25 years. These
icences cannot exceed the area reasonably reguired 1o carry out the proposed mining operations. All large scale mining

licence applications are required to be accompanied with environmental profection pians and proposals for the employment
and training of citizens of Zambia.

Simiar rights are available to smalier operators, but on a reduced scale:
» Prospecting Permit - relate to areas of 10 ki and have a duration of 2 years non-renewable;
* Small Scale Mining Licence - ralate to areas not exceeding 400 heciares and have a duration of 10 years renewable,
» Artisans Mining Right - gives the right io local people fo mine on an artisanal basis an area not exceading 5 hectares for
a period of 2 years non-renewable; and

» Gemstone Licence - holders may carry out mining operations over an area not exceeding 4 km? for a period of not more
than 10 yvears.

3.8 TAXES AND ROYALTIES

Zampian surcharges on mineral production compare favourably with most other countries in terms of royaliise and taxes. Boyaltiss
are to be paid at a raie of 0.6% on the gross value of the free-on-board minerais. The corporate tax rate in Zambia is fixed at 35%,
although mining assels of that were privatised out of the Zambian Consclidaied Coppsr Mines {("ZCCM") are taxed af a reduced
rate of 25%. in addition, non-copper and cobalt commodities are taxed at a favourable 15% raie and companies which are listed
on the Lusaka Stock Exchanges pay a corporate tax raie of 30%. Following the national budget address of 8 February 2007, certain
amendmenis in the taxation regime were proposed as follows: (1) the mineral royalty tax will increase from 0.6% 0 3%, {2) the income
tax rate will increase from 25% 1o 30%; and (3) a withhoiding tax of 10% will be infroduced.

3.7 ENVIRONMENTAL LIABILITIES
The Mires and Minerals Act 1985 lays down specific guidelines for the protection of the environment, with particular emphasis being
placed on the need for the protection of air, waler, soil, flora, fauna, fish and assthetic value.
The Law further provides that a mining licences is held subject to the obiigation on the part of the licencee o
» rehabilitate such area upon completion of mining operation by re-grassing and re-foresting for instance; and
* (o ensure such area is ssaled off for precautionary purposes during excavations.
The holder of a mining licence is alsc under the obligation o remove all mining plant eguipment upon cessation of operations.

In addition, the Environmental Protection and Poliution Control Act {No. 12} of 1980, the Mines and Minerals {Environmentaf)
Regulations of 1997 and the Environmental Protection and Pollution Control (Environmental impact Asssssment} Begulations 1997
provide a framework for environmentally responsibie development of mining operations.

3.8 THE GEOLOGY AND MINERAL RESOURCES OF ZAMBIA
3.8.1 Tectonic setiting

Zambia is underlain by a compiex network of Proterozoic orogenic bells iocated along the margin of the stabie Archaean-age Congo,
Zimpabwe-Kaapvaal and Tanzanian Cratons (Figure 3.1). The geological evolution of Zambia is largely the result of a protracted
hisiory of differential movement betwesn these cratons. Al least five major deformational events are evideni within the country's
gsological record including extensive folding and thrusiing which has culminated in the iuxiaposition of various geological terrains
along maicr structural discontinuities. One such structure is the regional-scals, sast-northeast trending Mwembeshi Shear Zone of
central Zambia, which separates rocks of the Zambezi beit to the southeast from those of the Lufitian Arc to the nornhwesst.

Movements betwesn the main craions caused widespread deformation, and extensive mobile belis developed aiong the craton
margins where they converged, Granitoid and mafic bodies have subseguently intruded the major mobile belts,
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Figire 3.1 Tectonic map of south and central Africa showing the loeation of Zambezi's project areas in Zambiz and Mozambigee
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3.8.2 Regional geology

Zambia is underlain almost entirely by Precambrian and older rocks which accouni for over two thirds of the couniry's land arsa.

The regional geclogy of Zambia can be broadly divided into five principal supergroups, of which three, the Basement Complex, Muva
and Katanga Supergroups, are Proterozoic in age. The Bassment Compiex represents the oldest succession and consists mostly
of granitic gneiss, migmalites and amphibolites which are eviden! throughout eastern, central and southern Zambia (Figure 3.2}
Overlying the Basemeni Complex is a seguence of metamorphosed pelites, guartzites and schists of the Muva Supergroup, which
is best represented by the rumide and Zambezi belis of ceniral Zambia.

Overlying the Basement Compiex and Muva Supergroup within northwesiern and northern Zambia, is the Kaianga Supergroup
which forms the economically significant Lufiian Arc. The Katanga Supergroup may be further divided into the Roan, Mwashia
and Kundelungu Groups which reflects a change from continental to marine to glacial sedimentation. The Roan Group forms the
basal sequence of the Katanga Supergroup and comprises a lowsr sequence of conglomerats, sandsione and argillites which
progreseively grade into a predominantly dolomite-argillite sequence. The cverlying Mwashia Formation consists of carbonaceous
shaies, argillites and minor carbonate rocks. After a prolonged hiatus, glacial sediments of the Kundelungu Group wsare deposited
and include dolomitic limesteones, shale and tillite.
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Figire 3.2 Regional gecleyical map of Zamhia showing 2ambedi's projest areas
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In easiern, scuthern and wesiern Zambia, these Proterozoic rocks ars predominantly overlain by Phanerczoic-aged sedimeniary
and volcanic units of the Karco and Kalahari Supergroups. The Karoo sedimentary succession is best exposed within the Luangwa
and Zambpezi 1ift valleys of eastern Zambia and comprises clastic sediments, coal, glites and minor basalts of Carbonilerous o
Crataceous age. Wesiern Zambia is predominantly covered by exiensive aeolian sands and minor epiciastic sedimentary uniis of
the Kalahari Supergroup which range in age from the Guaiernary to the present day.

The Muva and Katanga Supergroups are intruded by several Neoproterozeoic o early-Cambrian granitoid bodies, the most prominent
of which is the Hook Granite within south-central Zambia {Figure 3.2}

The regional geclogy of southern Zambia is dominated by Palasoproterozoic basement rocks that were deformed during successively
younger orogenic events. Key orogenic events were the Ubendian {2,000-1.800 Ma), Kibaran (1,300 Ma), Katangan {300 - 500 Ma)
and Pan-African {600 Ma) Orogeniss. Most mineralisation is hosted within sedimentary cover seguences of Neoprotercazoic age that
were deformed during by Lafilian, Zambezi and Pan African Grogenies.

The regional geclogy of Zambezi's Lusaka Fast Projects is presenied in Figure 3.3,
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Figgire 3.3 Regional geclogy of the Lusaka £ast projects
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3.8.3 Mineralisation

Zambia is endowed with a wide range of mineralisation styies related to the development of several mobile bells and covering a
time span from the Archasan to the Cenozoic. These include Central African Copperbelt-style copper; volcanic hosted massive
sulphide {VHMS) and carbonate-hosted base metal, granitoid relaied iron-oxide copper-goid-uranism, orcgenic, vein-hosted and
palasoplacer gold; mafic and sedimsnt-hosied nickel; tin and tungsten skarn; and siratabound ¥on and magresite deposits, in
addition o coat and gemsione deposits.

4.  ZAMBEZl PROJECY

41 PROJECT DESERIPTION

The Zambezi project area is located approximately 75 km east of the national capital, Lusaka in the Lusaka Province of central-
southern Zambia {Figure 2.3). The project comprises three granted Prospecting Licences (PL196, PL214 and PL227) covering a total
area of some 3,728 km? {Figure 2.3

Access to the project area is gained via the sealed Great Fast Road which exiends westwards from Lusaka to the Zambian-Malawian

border near the township of Chipaia. Access throughout the project area is ftypically by local unimproved gravel roads and tracks.
Whilst there are no major towns, numerous settlements and individual dwellings are scattered throughout the project area.
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The iopography of the Zambezi project is characterised by a relatively flat and elevated plaieau with an average sievation o 1,100 m
ASL. Within the southern portions of the project area this plaieau passes into rugged hills which form the northern escarpment o the
Zambezi River valley. Numerous seascnal drainages cccur throughout the project area and drain southwards towards the Zambezi
River.

The vegstation is typically savannah but varies according 1o the drainage, soil-depth and bedrock. There is considerabie contrast
between the northern and southern areas. The mature soils in the north support undulating woodiands interspersed with broad semi-
alluvial dambos supporting dense growths of grass. The central part is covered by soils containing variable proportions of residual
and coliuvial soils and clays. This soil supports widespread beis of high-grass woodiand. The dambos are replaced py shallow,
fertile valleys. 1n the exireme south, the valley and floodplain grasslands are abundant in the dark grey colluvial soils and clays of
the Jambezi River vailay.

The area has a subtropical climate with the annual rainfall averaging some 1,800 mm, with much of this fafling between the months
of December and April. The principal land use is grazing of livesiock and subsistence farming, although ssveral commercial farms
surround the prolect area.

Portions of the Zambezi project area cverlie the Lower Zambezi Nationat Park. Snowden understands that the Zambian Government
allows exploration activities in this area and as such this presents no major impediment o exploration.

4.2 GBEDLOGICAL SETTING
4.2.1 Project geology

The Zambezi project is Iccated within the Mozambigue Mobile Belt, a northeast trending linear belt of metamorphic rocks which
exiend for more than 400 km within southeastsrn Zambia (Figure 3.2). Principal units of the Mozambiqus Mobile Belt include
granitoid-gneiss, amphibolite and intercalated metasedimentary units which have been locally matamorphossd under very high,
granulite facies conditions.

Within the proiect area, the Basement Compiex comprises massive to foliated granitoid-gneiss and lenses of amphibalite, which
are overlain by mefassdimeniary and volcanic units of the Muva Supergroup (Figure 3.3). Sedimentary rocks include guarizite,
muscovite schist, ferruginous quartz muscoviie schist and other high grade metamorphic rocks. The metavolcanic units inciude
amphibolite and epidote-aitered mafic voicanic units. The southern portion of the project area typicaily coincides with Karoo Basin
sedimentary and mafic voicanic units of the Zambezi River vailay.

This sequence has been compiexly deformad by open to tight folding about a northeasi-southwest axis in addition (o low angle thrust
fausting along parallet trends. The axes to many of these folds have bsen intruded by mafic to intermediate intrusive bodies.

4.2.2 Mineralisation

Three main styles of mineralisation are recognised within the Zambezi project area. These are:

» siructurally asscciated quariz veining hosiing gold mineralisation within iron-rich metavoicanic and sedimentary rocks. The
former Chakwenga gold mine is an example of this type of minaralisation;,

» shearassociated disseminated pyrite, chalcopyrite, pyrrhotite and associated gold mineralisation within iron-rich
metavolcanic and sedimentary rocks. The Cheowa copper-gold prospect area is an example of this style of mineralisation;
and

* hydrothermal uranium-bsaring quariz and pegmatiie veins locaied along northeast trending siructures. The Oryx prospect
is an example of this styie of mineralisation.

Mapping in the Chakwenga mine area in the southeasiern portion of the project indicaies that narrow zornes of high-grade gold
mineralisation are associaled with shear-hosted quartz and guariz-feldspar veining within fsisic schist and gneiss. individual veins
ars typicatly small but relatively closely spaced and have resulted in silicification and alleration of the surrounding host rock. Mapping
and sampiing by Zambezi indicales the presence of a wider, lower grads mineralisation adjacent to the veins offering potential for
a bulk mining cperation. Minor skarn-hosted gold mineralisation is reported at Chakwenga Fast. The Molva gold mineralisation lies
1o the west of the Chakwenga mine and is of a similar style 1o that at Chakwenga aibeit associaied with highly tourmalinised quariz
vaining.
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The Cheowsa prospect in the ceniral portion of the Zambezi tenemeant coniains copper-goid mineralisation hosted by strongly sheared
and oxidissd mafic voicanic rocks. Driling af the prospect has encouniered suiphide mineralisation, comprising pyrite, chalcopyriie
and pyrrhotits.

The Kangaluwi-Chisawa mineralisation, located 1o the east of Chakwenga ming, is of a similar style to that at Cheowa, with a marked
copper and silver association with the goid. Coppergold mineralisation is hosted by a series of schists, quartzites and pegmatites.
Based on high resclution asromagnetic gecphysical surveying conducted over the area, Zambezi considers the prospective horizon
at Kangaiuwi-Chisawa extends over a 20 km strike length occurring on both limbs of a large east plunging synform. Kangaluwi is
located on the northern limb of this synform, whilst Chisawa lies along the southern fimb. A number of historic workings occur in the
region.

The Oryx prospect es in the western part of the Zambezi project and is reported to host uranium mineralisation within muitiple quariz
and pegmatite veins developed along a northeast frending structure. The Oryx uranium mineralisation is considered by Zambezi to
be the product of hydrothermal fluids emanating from a shallow granitoid intrusive body.

4.3 PROJECT HISTORY

The Zambezi project area has been expicred since the 1920s and 1930s. Early work comprised regional scale geologicat mapping.,
stream and soil gsochemical sampling and trenching. This work resuited in the discovery of numerous gold and base metal
occurrences, most notably at the Chakwenga and Chumbwe gold mines. Between 1939 and 1943, the Chakwenga mine recorded
production of 2,077 oz of gold and 78 oz of silver at grades estimaied at betwsen 5.6 and 7.0 gft gold. From 1943 o 1853, the
Chumbwe gold ming produced an sstimated 2,200 oz of gold at an average grade of 9.1 g/t gold.

A resurgence in exploration activity occurred during the 1260s o early-1970s with further stream and soit geochemical survaeying,
investigation of historic workings, trenching, geophysical surveying, auger and diamond driiing and the development of saveral
exploratory shafts and adils carried out during this period. This work delineated moderale o high-grade copper goid mineralisation
at the Cheowa and Neningombwe prospects and additional high-grade gold mineralisation at Chumbwe. The Chumbwe gold mine
was recommissioned in 1977, with some £,357 t of ore being mined prior to closing in 1881,

No further work was recorded over the project area prior to the commeancement of Zambezi's exploration programmes in 2004,

4.4 RECENT EXPLOBATION

Since 2004, exploration of the Zambezi project has been carried out by Zambezi and has largely focussed on the definition of
modsrate o high-grade copper-gold and goid deposits within proximity to historical ming workings and known mineral occusrences.
Exploration completed by Zambezi includes data compilation and verification, detailed geoclogical and structural mapping, soi
gsochemical sampling, clearing and re-sampling of historic trenches, acquisition and interpretation of airborne and helicoptasr-borne
magnetic, radiometric and eleciromagnetic {("EM") geophysical data, drilling {predominantly RC and diamond} and the preparation
of resource sstimates.

4.4.1 Summary of exploration results

Zambezi's exploration work compieted within the Zambezi project has defined high-grade gold {+6 gft Au} zones at Chakwenga,
medium-grade {+3% Cu5) copper-gold mineraiisation at Cheowa and Kangaluwi-Chisawa and anomalous uraniom mineralisation at
Oryx.

These mineralised zones form the basis for Zambezi's Chakwenga gold project, Cheows coppergold project and Oryx uranium
project which have been the focus of the company's recent exploration efforts. Thaess projects are discussed ssparately below.

Chakwenga gold project

The Chakwenga goid project is cenired on the former Chakwenga mine workings and its immediale surrounds. The Chakwenga gold
mine is locatsd 150 km east of Lusaka in the hilis of the Zambezi escarpment {Figure 3.3).

Initial exploration by Zambezi in the region comprised geclogical mapging, re-sampiing of oid trenchas, and siream sedimant and
soil geochemicat sampling. This programme resuited in the definition of a significant, albeit discontinuous, anomalous gold zone
extending over a & km sirike length in the Chakwenga mine area (Figure 4.1}, A gold-in-soif soil anomaly was also defined over a 1
ke strike length at the adjacent Molya prospect located some 4 km west of the Chakwenga mine area. In addition, two anomalous
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copper and gold-in-soil anomalies extending over 2.5 km and 1.5 km strike lengths were defined at the Kangaluwi prospect, some 8
km east of the Chakweanga mine (Figure 4.1}

Figire 4.1 Location of the Chakwenga, Moiya and Kangaluwi prospect areas

Biamend Drifl Hole
Soit sample

Gold in soil » 10ppb
Trench

= Drainage

Trench sampling of a series of quartz veins encountered narrow, high-grade gold zones at the Chakwenga and Moeiya prospects,
in addition to low-grade copper-gold mineratisation at the Kangaluwi prospaect. Significant results from thess trench sampling
programmes are pressnisd in Table 4.1 and Table 4.2,

On a regicnal basis, Zambezi completed a helicopier-borne magnetic geophysical survey covering some 450 km? in 2005, The
survay was complaeted along 100 m spaced lines. interpratation of the survey data demonstrated a clear relationship exists between
linear magnetic features interpreted to represent shear zones and gold-in-soil anomaliss. Numerous exploration targets were
generated and foliow-up programmaes designed.

Table 4.1 Trench assay resulls {>4 git Au) from the Chakwenga and Meliya prospects

Prospect Trench Ne From To intercept width Grade
(m) {m} {m) {9/t Au)
Chakwenga CHKTRO072 1 1z 1 4.95
Moiya MOYTROG12 7.3 B3 2 7.67
Moiya MOYTROC1S G i 1 73.80
Moiya MOYTROG20 24 26 2 16.52
Moiya MOYTROG20 28 29 1 21.90
Moiya MOYTROO3S 5} 3 581
Moiya MOYTROG4S 2 3 6.28
Moiya MOYTROG4E 31 32 1 587
Moiya MOYTROC4S G 12 2 777
Moiya MOYTROGET 2 12 3 4.39
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Table 4.2 Trench assay resulls {>1 % Cu} from the Kangaluwi prospect

Prospect Trench No From To intercept width Grade

{m} {m) {m) {% Cu)
Kangaluwi KNGTROO25 7 e 2 1.04
Kangaluwi KNGTROO28 1 4 3 1.48
Kangallwi KMNGTRCO30 3 10 1 1.16
Kangaluwi KNGTROO30 12 16 4 1.07
Kangaluwi KNGTROO31 0 € & 1.97
Kangaluwi KNGTROO33 0 € & 1.87
Kangaluwi KNGTRGCO36 0 2 2 4.04
Kangaluwi KNGTROO36 5 € 1 1.13
Kangaluwi KNGTROO37 2 7 5 4.98

Chakwenga mine area

In December 2005, Zambezi completed a six hole diamond drill programme over the Chakwenga mine area. This drilling campaign
was conducted on a grid to 20¢ m centres and to & maximum downhole depth of 140 m below surface. The programme confirmed
that significant widths of gold mineralisation ars present at the Chakwanga mine returning a best result of 19.5 m grading 1.34 g/t
gold from a downhole depth of 119.5 m in drili hole CHEKDDOGO2,

In 2006, Zambezi compieted a staged 50 RC {for 6,841 m) and eight diamond {for 1,143.8 m} dril programme over the Chakwenga
mine area which was designed o test the mineratised system at depths of up to 130 m vertically below surface. This programme
outfined two distinct south-southeast frending mineralised zones within the Chakweanga mine area. These zones are sup-parallel and
plunge shallowly to the south-southeast. The wastern zone is narrower and of lower grade than the eastern zone, and has reported
an interssction of 13 m grading D.52 g/t Au from a downhole depth of 21 m in CHKBCGO04E. The eastern zone is generally wider
than the western zone and often exceesds 20 m in width. Besulis from this eastern zone include 33 m at .73 g/t Au from a downhole
daepth of 46 m in CHKRCG047, 22 m at 2.11 g/t Au from a downhole depth of 119 m in CHKRCG003 and 26 m at 1.05 gft Au from a
downhole depth of 35 m in CHKRCO022. Significant resuits from Zambezi's 2006 BC ard diamond drilling programme at Chakwenga
are summarised in Figure 4.2 and Tabie 4.3,
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Table 4.3 RE drilting resulis {>1 gA An) from the Chakwenga mine area

Prosnectus 2507

Hole Number Easting MNorthing From To Intercept width Grade
{m) (my {m} {9/t Au)
CHKRC00G1 779b8 8291692 82 #3 1 3.85
CHKRCGOCR 779455 8291880 118 141 22 2.1
CHKRCGOCE 779489 8291810 146 149 1.53
CHKRCGOo7 779606 8201868 33 36 1.52
CHKRCGOo7 779606 8201868 74 75 1 1.1
CHKRCGoC8 779619 8291780 111 112 1 1.02
CHKRC000O 779623 8201775 6o 70 1 1.00
CHKRCGO12 779488 8201254 g 7 1 1.23
CHKRCGO1E 779520 8291286 30 31 1 1.19
CHKRCG022 779375 8292125 35 61 26 1.05
CHKRCG023 779373 8292123 24 46 17 1.66
CHKRCG028 779043 8201825 20 21 1 1.1
CHKRCG030 779412 8291837 9 10 1 14.85
CHKRCG030 779412 8291837 116 121 5 429
CHKRCG032 779053 8292038 128 133 4 2.60
CHKRCGO35 779667 8291796 102 103 1 1.24
CHKRCG039 779230 8292237 (&8 61 1.30
CHKRCG048 779447 8291870 74 B2 18 1.04
CHKRCG049 779517 8291806 121 128 1.66

Kangaluwi prospect area

As a resuit of Zambezi's 2005 gecchsmical and asromagnetic programmess, the soif sampling grid at Kangaluw! was extendsd 1o

cover the hings and southern limbs of a shallowly, east plunging synform. This programme exiended the Kangaluwi copperin-soll

anomaly to a sirike length exceading 15 km at values greater than 206 pom Cu {Figure 4.3).

Figure 4.3 Copper in soil geochemical anomaly over the Kangalewi-Chisawa area, including the location of Zambezi's 2006 RC drili holes.
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In addition to its exploraticn activities in the Chakwsnga mine area, in Oclober 2006 Zambezi completed 24 RC drill holes for a
total of 2,477 m in the Kangaluwi and Chisawa area, located somea 8 km east of Chakwenga. The drill holes were designed to target
anomalous coppsrin-soif geochemical anomalies coincident with copper-stained metasedimentary units and pegmatite intrusives,
as well as anomalous trench assays at Kangaluwi prospect. Drilling was undsrtaken over an 800 m strike length at Kangaiiwi and
3,600 m strike length at Chisawa,

Significant results from this drill programme are presenied in Table 4.4 and Table 4.5.

Tahte 4.4 Significant RC dritling resolts {(>1 % Cu) from the Kangaluwi grospect

Hole Easting Northing From To intercept width Grade Grade

(my {m {m) (% Cu (g Au)
KNGRCO00T FE7000 8288800 101 102 1 1.40C 0.1
KNGRCOOCZ FE7000 8288000 10 24 14 1.13 008
KNGRCOOCZ FE7000 8288000 26 42 16 1.95 015
KNGRCOOCZ FE7000 8288000 5% Gt 2 403 019
KNGRCG005 TE7E00 8280008 &2 G3 1 1.09 0.1
KNGRCO005 TE7600 8288058 &7 75 a9 1.57 002
KNGRCOO0E THBEG3 8290022 83 104 21 1.88 016
KNGRCOOG7 THEE00 8290125 31 37 g 1.09 0.04

Tahte 4.5 Significant RC dritling resodts {(>1 % Cu) from the Chisawa prospect

Hole Easting Nerthing From (m) To {m} intercept width Grade Grade

{rm) {% Cuy {g/t Au)
CHSRCOD08 THE206 BZ8B0E9 17 14 2 1.09 GG
CHSRCOD16 7u8660 8287280 17 42 25 1.34 .1

Other prospecis in proximity fo the Chakwenga mine area

In addition to the Chakwenga, Kangaluwi and Chisawa prospect areas, soil gecchsmical sampling by Zambezi has identified two
significant copper-in-soil gecchemical anomalies at Kalulu and Imboo {Figure 4.4}, Kalulu lies approximately 3 km west of Kangaluwi
within the nose of the regional scale synform hosting both the Kangaiuwi and Chisawa copper prospects. The Imboc area lies within
a separate domain some 7 km wast of Chisawa. Follow-up soif sampling and geoclogical mapging is currently underway over these
prospaects.

Figure 4.4 Regional soll geochersical sampling including Zambezi's copper prospect areas
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Cheowa copper-gold project

The Cheowa copper-goid project is iocated 95 km souiheast of Lusaka and is one of two proiects held under icint veniure with
Glencore. The project area encompasses shear hosied coppaengold mineratisation extending over a 15 km strike length and a width
of up 0 500 m using a 200 ppm copper cut-off {Figurs 3.3).

Initial expioration by Zambezi at Cheowa was designed to confirm the exient and tenor of a 14 km long historical copper-in-soil
geochemical ancmaly defined in the 1960s. Limited trenching of scil anomalies at Cheowa and the adjacent Neningombe prospects
in the 1960s had reportedly sncouniered significant intercepis of 13 mat 1.12% Cu and 3.8 m at 1.11% Cu. Follow-up diamond
driling refurned a best infercept of 2.3 m grading 5.41% Cu from 70 m downhole depth. Litle attention was given to the gold potential
of the diamond core, despite limited assays returning vaiues of up to 7.78 gft goid over 0.43 m from a down hole depth of 68 min
CP2-redrili.

The results of Zambezi's soil sampling programme confirmed the extent of the historic soil anomaly, whilst its trerch re-sampling
programme encountered low-grade copper and gold mineralisation over moderate widths, Zambezi’s trench sampiling results
inciude 9 m grading 1.32% Cu and 3 m at 1.59g/M A, 8 m grading 1.51% Cu and 2 m at 0.684g/t Ay, 2m grading 3.71% Cu, and 7
m grading 1.07% Cus,

In 2005, Zambezi conducied a high resoclution hali-borne magnetic {"Hslimag") geophysical survey over the entire Cheowa project
survey was conducied in order to test for the presence of conductive massive sulphides at depth. The VTEM system proved wel
suited to the Cheowa area identifying three discrete bedrock conductors, which are closely refated to the known copper-gold
mineralisation and correspond 10 the presence of massive sulphide mineralisation.

Foliowing the success of the VTEM technigue at Cheowa, the geophysical survey was exiended to the east and west in May 2006,
This survey yvielded 2C further targets, which ali remain to be assessed during the 2007 field season.

Figure 4.5 Location of conductors and VTEM survey outline in the Cheowa area
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Bue to the rugged terrain in the Cheowa-Neningombe area, Zambezi's 2006 diamond drilling programme was largely directed

holes were aiso completed at the Cheowa Number 1 {"CC1") and Number 2 {("CC3"} Conductors. A total of 25 diamond holes for
4,625 5 mwera compieted, of which 21 holes (for 3,826.5 m) were fargsted at the CC2 anomaly.

Significant results from this drill programme are presenied in Tabie 4.6,

Tattle 4.6 Significant diamond drilling resulis {>1 % Cu) from the Cheowa €C2 anomaly

Hole Easting Northing From {m) To intercept width Grade Grade

(m) (m) (% Cu) (g/t Au)
CHEDDOOCZ 7282686 8266312 74 78 4 3.34 0.56
CHEDDOOCS 728267 8266338 100 107 7 1.48 0.38
CHEDDOOCS 728151 8266251 8550 10G.50 4 3.18 248
CHEDDOO 11 728584 8266510 136 1405 4.50 272 4,88
CHEDDOO1Z 728538 8266496 165 172 7 1.43 014
CHEDDGO17 728188 8266271 87 92 5 2.0z 0.37
CHEDDOO18 728187 8266274 111 120G 9 1.89 0.37
CHEDDOO2G 728241 8266255 74 82.50 8.30 2.34 0.32
CHEDDGO21 728338 8266350 #2980 95,80 5} 3.48 0.32
CHEDDOO23 728476 8266358 82 87.50 5.50 1.40 0.30
CHEDDGO24 728528 826641 77 79 2 1.08 0.28
CHEDDOO2S 728614 8266440 &7 Ga 1 1.25 015

Based on these results, Zambezi commissioned Cube Consuiting Pty Lid ("Cube”} to prepare a resource estimate of the copper-gold
mineralisation at CC2 {refer to Section 4.5).

Oryx uranium project

The Oryx dranium project area is located within the Chumbwe Prospecting Licence {PL227} approximately 80 km southeast of
Lusaka, and is subject 1o a dranium rights joint venture with Zambezi Nickel Limited {Figure 3.3}, The project covers an area
of some 15 km*and was discovered by Jambezi’s helimag and radiometric geophysical survey of the Chumbwe tenement in
2005, The radicmetric anomaly consists of a uranium response of up to 25 times background levels and occurs over a 6 km
strike length {Figurs 4.6).

Four lines of orientation soil samptling were subsequently completed over the Oryx radiometric ancmaly and followed up by further
soil, rock chip and trench sampling programmes which led 1o the identification of the wranium-bearing mineral, davidite {{La,Ce,Ca)
(Y. UNTi,Fe3+)20038). Trench samples from the Oryx anomaly returned significant uraniom grades over widths of up to 50 m and
peak ane metre values of 1,627 ppm U,C,. Further resulis in excess of 500 ppm UG, have also been returned from broad lower
grade {100 ppm} zones of up to & m in width,

A high resolution helicoptar borne radiometric survey was alsc completed at Oryx in order to further define areas of high radiometric
response.

Zambezi also collected samples of davidite-bearing material o be submitted for metallurgical testwork o confirm the liksly
metallurgical characteristics of the Oryx uranium mineralisation. Testwork on a low-grade {160 ppm U} bulk 50 kg sample suggested
that gravity separation alone is unable io effectively upgrade the aranium and that low intensity magnsfic separation wouid be
required. X-ray diffraction {("XRD") revealed the presence of substantial quantities of amorphous material due io the presencs of
metamict uranium-bearing minerais. Pressure acid isaching on a high grade sample {sored by spectrometer by Zambezi) grading
4.4% U extracied 68% of the uranium over a 6 hour period.

A further 50 kg sampie was collecied to assess the potential to upgrade the davidite mireralisation in order to form & high grade
concentrate. The resuils of this metaliurgical programme remain pending.

Towards the end of 2006, diamond drilling was carried out at the Oryx uranium project targeting a northeastern radiometric
anomaly where previous trench sampling had returned up to 780 ppm U,C, and extensive davidite float was evident at surface
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along a northeast trending ridge. The diamond drill holes reportedly infersected sheared psgmatite, biotite schist, amphibolite
and dolerite. Initial results were disappointing with oniy one sample returning a value of greater than 300 ppm U0, over a

sample lergth of 0.6 m.

Figire 4.5 Location of trenching completed at the Oryx urasivm prospect
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Chumbwe gold mine area

Between 2004 and 2005, Zambezi completed 46 RC anrd three diamond drill holes totalting 5,124 m at the hisloric Chumbwe
undarground workings.

Significant results from this programme are presented in Table 4.7.

Tahte 4.7 Significant drill reswlis {>1 g/t Au} from the Chumbwe gold srospest

Hale East Morth From o Width Au

tm} () (m) (ot

CHGRCGOOT 695356 8275180 a 3 3 1.1
CHGRCGOOT 695356 8275180 50 51 1 14.21
CHGDDOOGT 695261 827h215 49.6 51.67 1.87 125
CHGDDODGZ 695105 8275235 43.8 45 24 1.64 8.41
CHGDDODGS 695108 827h264 78.45 79.75 1.3 2712
CHGRCGOOT 695356 8275180 a 3 3 1.1
CHGRCGOOT 695356 8275180 50 51 1 14.21
CHGRCOOCE 695282 827h217 21 23 Z b3.82
CHGRCOOCE 695282 827h217 plis? 33 7 5.20
CHGRCODCSE 695104 827h237 a 1 1 1.84
CHGRCOOGS 695104 827h237 47 44 3 3.05
CHGRCOD15 694700 8275040 10 11 1 2.22
CHGRCOOM7 695800 827bh670 30 32 Z 4.95
CHGRCOOM7 695800 827bh670 38 39 1 1.66
CHGRC0OD18 695279 B275235 a 1 1 1.28
CHGRCGD21 695108 8275266 71 73 Z 2.04
CHGRCOD22 695073 8275251 53 b4 1 1.04
CHGRCOD23 695072 8275261 443 41 1 4.29
CHGRCOD26 594901 82751356 11 13 Z 3.81
CHGRCO033 695510 8275381 3 G 3 1.26
CHGRCO037 695600 8275480 75 77 1 7.02
CHGRCO038 695600 827h420 13 14 1 1.41
CHGRCO038 695600 827h420 2h 26 1 3.85
CHGRCO038 695600 827h420 99 100 1 2.04
CHGRCOD48 695505 85275156 42 45 3 512

No further work has been carried out at the Chumbwe gold mine since this time.

4.5 HMINERAL RESOURCES
4.5.1 Introduction

Snowden has reviewed documentation on the Checwa Mineral Besource estimate carried out by Cube Consuiting ("Cube”™} in
January 2007 on behalf of Zambezi. This estimaie defined an Inferred Rescurce classified under the 2004 JORC Code. The estimaie
was subject 1o deskiop review by Snowden without any access 1o the underlying digital data. Snowden has therefore accepied the
figures generated by Cubes at face value.

4.5.2 Cheowa

Cube reported an Inferred Resource (according to the 2004 JORC Cods) of 1.7 Mt at a grade of 1.5% copper and 0.5 g/t gold using
a lower cut-off of 0.3% copper.

The copper-gold mineralisation at Cheowa occurs as two parallel, moderately dipping sheet-like bodies: a deeper, more continuous
sheet {"the mair: zone"} and a shallower, less continucus sheet (Figure 4,73, At a 0.3% Cu cut-off, the mineralisation within the main
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mineralised zone has a 700 m strike length and extends to a depth of 200 m below surfacs. This mineralised zone is associated with
a shear-hosied breccia that has an average true width of 4.5 m,

In addition, a parallel zone of mineralisation lies within the hangingwall fo, and approximately 6 m above, the main mineralised zone.
This parallel mineralised zone extends over a 200 m sirike length and for some 50 m down dip.

Both the main and paraliesl zones remain to be closed off along strike and down dip by drilling.

Figure 4.7 Plan view of the Cheowa copper-gold deposit showing the trace of drill hotes

Cube’s database used in the resource esimate was restrictad to previous diamond drilling programmes carrisd out by Zambezi,
Other than monitoring laboratory check samples and standards, Cube noted that Zambezi did not provide {nor apparently carried
out) any quality assurance-guality controt {"QAQC") procedures for the Cheowa drilling data. Snowden agrees with Cube that
thie situation will need to be rectified before the Cheowa estimaie can be reclassified at a higher level of confidence. Snowdan
understands that Zambezi has instigated a rigorous QAGC programme for the forthcoming fleld season.

The lower copper cut-off {0.3% Cu} used by Cube was dsrived from visual inspection of the diamond cors with only minimal statistical
support. Cube notes that there is a sirong correlation betwsen copper and gold and has therefore used the copper domains o
constrain the gold mineralisation.

Pue to the orientation and narrow thickness of the interpreted domains Cube elected to use a two-dimensional accumulation
technique for the Cheowa gradse estmation. This method has a number of asscciated pitialls, all of which Cube has avoided,
although the documentation mentions density weighting of composiies which apparenily was not used at Cheowa.

The Cheowa estimate was prepared using a horizonial projection onic a longitudinal section from which grades were derived by
dividing an accumulation variable (copper Simes horizontal thickness) by a width variable (horizontal thickness). Snowden endorses
the block size and the fact that Cube carried out kriging neighbourhood analysis to opiimise the estimation parameters. Howsever,
Cubs has not provided any validation evidence, sither visual or numerical, that the estimated grades maich the input grades, and
Snowden has no way of knowing whether or not the modeal validates well. Cube siates that validation has been carried out and



that the model matched the dala. Furthermore on the advice of Zambezi, Cubs did not use a reduction in bulk density for oxidised
material (a value of 2.9 ¢¥m* was used for all mineralisation}, and thus Snowden suggests that there may be an overestimation of ore
tonnage in this horizon.

In summary, Snowden endorses the methodology, esimation parameters and classification criteria used by Cube as being sound
and compliant with best practice. However, without examination of the digital mode! and drill hole data has no way of validating the
model and tonnages stated py Cube. i is noted that the reporied model copper grade of 1.5% is some 7.5% lower than the average
of the composites presentsd, but this latter figure has not been deciusterad.

Snowden endorses Cube's statement that the model is suited only for globat reporiing and is not suited for detaled mine
scheduling.

48 SNOWDEN SITE VISIT

To confirm the work completed by Zambezi within its Lusaka Fast Proiects, Mr G Gresnway from Snowden's South African office
visited the projects from 158 1o 19th March 2007 Snowden also visited the Zambezi’'s offices in Lusaka and undertock discussions
with br Fergus Jockel {Country and Business Devslopmeant Manager) and Mr Jay Klopper {(Exploration Manager}. Diamond driif hole
core, reverse circulation percussion chips, drill hole logs and maps were inspectad at this fime.

Al the time of Snowden's site visit, no field work was being undertaken by Zambezi, as the wet season had notf yet concluded and
staff were preparing for the 2007 field season. During the sils visits Snowden inspectad svidence of Zambezi's exploration activities
and any historical exploration. Where possible, discussions were held with the responsible project geologist regarding the work
completed and the exploration planned for the 2007 field season,

The following summarised Snowden's sifs observations and discussions.

4.6.1 Cheowa copper project

The Cheowa - Neningombe project is located approximately 85 km southeast of Lusaka. The Cheowa Project is situated in an area of
rugged topography {Figure 4.8). Litle infrastructure, other than a dirt frack into the area is present. Waler is available from a borehole
or a local river a couple of kilometres away. The majority of the area is relatively sasily accessed by drilling equipment with only some
minor road building required. The rest of the sirike length is planned to be drilled using man portable driling eguipment,

Figire 4.8 Topography of the Cheowa area
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The copper mineralisation occurs within a shear zone hosied by schistose and gneissic country rocks. The mineralised shear zone
is commaonly brecciated and highly deformed. The shear zone sirikes approximataly northeast and dips to the northwest. There are a
number of frenches and a vertical shaft excavaied along the shear zone and in close proximity to Zambezi's recent RC and diamond
drili holes. Malachite staining is evident on fioat matsrial and in quartz vein outcrop within the trenchas.

Snowden sighted the collar positions of three of the diamond drill holes completed by Zambezi. Diamond drill core was also
examined at Zambezi's offices in Lusaka. Suiphide mineralisation composed of chalcopyrite, pyrrhotite and pyrite contained within a
guariz shear zone is evident in the core {Figure 4.9},

Figire 4.9 Diamand 8rill core from the Cheowa prospest showing chalcopyrite mineratisation within a cearse guark receia

4.6.2 Chakwenga gold project

The Chakwenga project is situated within the Lower Zambezi National Park some 140 km east of Luaska, The project is in an area
of rogged topography. No infrastructure, other then a dirt track is present. Water is availabie from a local river a couple of kilometras
away.

Zambezi's exploration work is focussed around the oid mine workings that were abandoned in 1241, The old workings consist of
numerous shaits and trenches with a relatively deep vertical shaft being eguipped with wire rope guides. The remains of an old boiler
and sleam engins indicate that the operaion must have operaled ai a reasonable scale. The old tailing residus dump reportedly
has gold grades as high as 3 gt Au.

The mineralisation at Chakwenga is contained within sheared quartz vein sysiems hosted Dy micacecus schiste interlayerad with
deformed and sheared ampiiboiites. The country rocks strike approximately northeast and have been tightly folded by north-
northwesterly trending shears. These guartz veins occur within the shear zones and have plunges as steep as 40° The quartz vain
appears io ocour as boundinaged pods within the shear systems forming malti-lode sysiems.

Zambezi's exploration activities are focussed on the dsiineation of extensions to the shear sysiem and defining the exdenis of the
individual mineralised pods. As part of this programme, Zambezi recpened, cleaned and re-sampied the old frenches. Zambezi has
also completed RC and diamond drifling fo confirm the position and continuity of the mineralisation.

61



Snowden sighied visible evidence of mineralised guartz veins in the trenches of the Chakwenga area.

4.6.3 Kangaluwi-Chisawa copper-gold project

The Kangaluwi-Chisawa area is located 148 km east of Lusaka. The projsct occurs in an area of fairly rugged topography. No
infrastructura, other then the dirt track in is present. Water is possibly available from a local river a couple of kilometres away.

The Kangaluwi prospect occours slong the northern limb of a regional-scale, east-plunging synform with the lithologies dipping
shaflowly to the southwest. The Chisawa prospect lies along the scuthern limb of this same syrform. Snowden did not visit the
Chisawa area.

The Kangaluwi-Chisawa area covers a seguence of interlayered amphibolite, epidosite and iron-rich quartzite rocks, which are cut by
a mineralised, coarse-grained pegmatits. Copper and gold minaralisation is siratabound within this interlayered sequence. A number
of small shaits and adils cccur in the area. Available information suggests that three shatlow diamond drill hoies were drilled in this

area alihough their position has not been locatsd on the ground.

Snowden inspected two RC collars, a recent trench, a historical shaft and an adit. Strong malachite siaining was visibie in the adit
{Figure 4,10} Malachite and azurite was also seen in fical material.

Figure 4.10 Kangaluwi adit {(width is approximately 0.75 m). Note strong malachite staining.

4.6.4 Chumbwe gold project

The Chumbwe goid project is locaied approximaiely 60 km southeast of Lusaka. Several open pits and underground workings
associated with the Tormer gold mining operation can be seen in the area. Mining was carriad out betwsan 1939 and 1853 and again
between 1977 and 1881,

The former goid mining operation focussed on a narrow upright, east-northeast striking quariz vein system hosted within schistose
rocks. The guartz veining is generally isss than 35 cm in width and exposed over a strike length of 244 m. Faulting has offsat the
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vain to produce three east-plunging shoots. Gold occurs in association with magnstite and pyrite within the vein and reportedly as
disseminated mineralisation within the surrounding country rock,

Approximately 400 m north of the Chumbwe ming are a series of copper cccurrences, expressed as malachiie within guartzitic rocks.
As yet these occurrences have not been invaestigated in dstail by Zambezi.

The exploration activities conducted by Zambezi at Chumbwe largely consist of trenching and drilling io the east and west f the old
mine in order to delineate the along sirike extents of the previously worked gold mineralisation. Further exploration is on kold, unii
poteniial joint veniure partners can be identified.

4.6.5 Oryx uranium project

The Cryx uranium project is located approximaiely 67 km east-southeast of Lusaka. The area is accessible by reasonabie 1o poor dirt
roads, although a river has ic be crossed which poses problsms during the rainy seascn.

The Oryx uranium anomaly was identified by a low lsvel {25 m alttude) heli-borne magnetic and radiometric gecphysical survey. The
radiomeiric anomaly indicates that thers has been minimal dispersion of uranium within the surrounding drainages. Furthermore,
the uranium anomaly is parallel to the north-south trend of the regionat foliation indicating that the uranium may be associated with
in situ material.

In order to idllow up the radiometric anomalies, Zambez! conducted a ground based gamma ray spectrometer survey and soll
sampling programme. This exsrcise confirmed the results of the heli-borne geophysical survey. A more recent ultra-high resclution
halicopter-borns radiometric survey was subsequenily completed in 2006, This survey has an improved definition resuiting from a
line spacing of 25 metres and resdlted in areas of sironger and more extensive radiomestric anomalies being identified. These areas
are located approximately 1 km to the west of the area trenched by Zambezi during the 2006 field season. This area will be targeted
with further trenching and drilling as a priority during the forthcoming 2007 field season.

Zambezi considers that the siyle of minaralisation at Oryx is a hydrothermal intrusive environment, with aranium mineratisation
occurring within the mineral, davidite, in association with maltiple quariz and pegmatite veins.

Snowden sighied the trenching completed by Zambezi during the 2006 field season {Figure 4.11}. Exposed within these frenches are
schisiose rocks intruded by pegmatites (Figure 4.12), Assay resulis indicats that uranium mineralisation is associated with a sheared
contact betwsen the pegmatiies and the schisis.

Figlee 4.11 Teenching at Oryx
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Flgure 4.12 Pegmatite exposed within the trenching at Oryx

4.7 MINING, METALLURGICAL AND PROCESSING CONSIDERATIONS
4.7.1 Mining

Zambezi's Lusaka East Projects have been the subject of historical smali-scale mining activity, with much of this work occurring in the
pericd 1830s to 1860s. No recent mining activily is rsecorded within the project area.

Snowden understands that a number of the former underground mining operations had previously experienced ground stability
difficuities. These problams were reportedly the resull of inappropriate mining methods and poor ground conditions. Snowden
recommends thai detailed geotechnical studies be complated for any mine planning purposes and that these studies are supported
by ongoing monitoring during any future mine developments.

4.7.2 Metallurgy

Cheowa

on mineralised material from the Cheowa copper-gold deposit.
The resulls from this test work is summarised as follows:

» flotation tests on coarse grind {106 micron)} malerial returned a 839% recovery of copper to produce a concentrate grading
19.3% Cu and & 95% recovery of goid to concentrate grading 6.3 gft Au;

» flotation tests on fine grind material {75 micron} with regrinding of the concentrate, returned over 97% recovery of copper at
a concentrale grade of over 31% copper and a 30% recovery of gold af a conceantrate grade of 6.4 g/t gold;

* crushing and grinding parametsrs returned values within normal ranges,
* the Abrasion Index reportad 0.187, which is considerad as an industry average;
+ a3 Bond Ball Mill Work Index of 20.7, which is within the normal range; and

* mineralogical analysis showed most of the suiphide assembiage occurs as chalcopyrite, pyrite and pyrrhotite and comprises
95% of the concentrate.
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Oryx

Zambezi carried out minaralogical characterisation on a bulk sample of davidite mineralisation from the Oryx deposit in February
2007. The minerals identified are summarised in Table 4.8,

Table 4.8 Major and minor minerals identified in bulk sample, Oryx prospect

Major (»20%} Minor {<20%;)
Quartz - Si0, Magnetite - Fe,0,
Haermatite - Fe,0, Imanite - FaTiO,

Goethite FeO{OH)
Ratile - Ti0,

The uranium endchment is predominantly associated with the titaniom and iron oxide phases, with a preferential affinity towards
titanium. Quartz, haematlite and magnetite were generally barren with respedt to uranium mineralisation.

Additional observations from the testwork include:
* gravity separation alone is unable to sfectively upgrade ths uranium due to the presence of hasmatite and magnetits;
* magnelite could be removed from the sample by means of low intensity magnsetic separation prior o gravity separation and
lzaching; and

* highear intensity magnets wers not able i upgrade the uranium to the nonmagnetic fraction due to the close association of
uranium with iron-titanium bearing minerals {e.g. #menite).

Further testwork on a larger and more representative sampis is recommended.

4.8 EXPLOBATION POTENTIAL

Snowden has drawn the following conclusions on the exploration potentiai of the Zambezi project area from its discussions with
Zambezi's representatives and review of the availabie daia:

* the Zambezi project arsa is located over a highly metamorphosed and deformed sequence of metasedimentary and
volcanic rocks which have been intruded by numerous late stage graniotoid bodies,

*  much of the known mineralisation displays an association with major faults or shear zones,

* 3 series of siructurally hosied polymetailic base metal and gold deposiis have been previcusty idsntified and mined on a
small-scate within the project area;

* most of the previcus mining and exploration activity was focused within the Chongwe Copperbeli, with little modern
expioration completed over the project area since the early 1870s;

» recent exploration by Zambezi outside of the Chongwe Copperbelt has enhanced the prospeciivity of the Zambezi project
for bulk tonnage, low grade gold and base metal mineralisation associated with higher grade copper-gold deposits; and

» whilst initial results appear positive, the presence of sconomically viable uranium mineralisation at Oryx remaing o be
established. Other uranium-bearing cccusrences are also recorded throughout Zambezi's remaining mineral properties and
are currently the subject of follow-up expioration.

Based on the avallable technical information, Snowden considers the probability of expanding the Zampezi project’s resource base
through on-going exploration is good. In Snowden's opinion, itis realistic to expect a further discovery althcugh itis important to note,
that should an additional discovery be mads, the tonnage, grads, metallurgy, depth or poar ground conditicns may imit the potential
for deveiopment. In particular, Snowden considers the Chisawa-Kangaluwi, Cheowa-Neningombe and Chakwenga prospects o
offer good potsntial for the discovery of further goid and base metal deposits.

Furthermore, ocutsids of the known prospect areas, Snowdsn considers the Zambezi project area remains prospective for HOCG style
coppergold and structuraily-hosted and lode-styie gold deposits. Snowden's opinion is based on {1) the siructural and geological



sefling of the project area; {2) the ciose spatiat and femporal relationship between the known mineral occurrences and saveral
shailowly buried granitic bodies; {3) the mineralogy, alteration and geochemistry of much of the mineralisation encountered o date;
{4} the project’s previous mining history; and {5} ths lack of modern, systematic exploration over much of the project, particudarly
along the sirike extants to the former mining areas.

5. MULOFWE PROJEET
8.1 Project description

The Mulofwe project area comprises a single granted Prospecting Licence (PL213)} Iocated betwsen 10 km and 40 km sast-northeast
of Lusaka and covering & total arsa of 3,183 km?. Access throughout the project is gained by numearous gravel roads and tracks
which exiend from the Greal East Boad and which cuf sast-west across the project area. The fopography of the project area is
characterised by andulating hills locally incised by shallow rivers, the most significant being the southeast draining Chongwe Rivar,

5.2 GBEDLOGICAL SETTING

8.2.1 Project geology

The geclogy of the Mulctwe project is dominated by massive (o folialed granitcid-gneiss containing lenses of amphibolite and
guarizite overiain by a flat-lying package of metasedimentary rocks belonging to the Kalangan Supergroup. Within the Luano River
Valley, Basemen! graniloid-gneiss is either in faulted contact or unconformably overlain by sedimeantary units of the Karoo Groug.

The ceniral and northern portions of the project area ars cut by two major sast (o sast-northeast trending shears interpreted o
represant splays to the regicnally signiticant Mwembeshi Shear Zone.

Based on previous mapging and airphctograph interpretation carried out over the project area, a number of circutar features are
evident within the central portions of the project. Thess features have been interpreted by Zambezi to represent zones of domal
warging formad in response to the intrusion of a graniioid body at depth. For the purpose of this report, this area is informally named
the Mulofwe Dome.

5.2.2 Mineralisation

The base metal and gold mineralisation within Zambezi's Mulofwe project area is concentrated within the informally named "Chongwe
Copperbelt”, a 3 km wide mineralised corridor exiending over a 40 km sirike lengih within the southern portion of the project area.
The "Chongwe Copperbelt” extends into Zambezi's adjacent Chumbwe (PL227} and Mpande [PL220} tenements. The Chongwe
Copperbelt largely coincidss with the southeasiern contact bstween basement granitoid-gneisses and the overlying Katangan
Supergroup metasedimentary rocks (Figure 5.1}

Two types of copper mineralisation are recorded within the Chongwe Copperbelt and include (1} structurally hosied copper oxide
and sulphide mineralisation within basement rocks (s8.g. Aliies mine, Chalalobouka, Kanakantapa, Zones A, B, C and D) and {2}
stratabound copper oxide and sulphide mineralisation within carbonaceous sedimentary units of the Kalangan Supergroup {e.g.
Chalimbana).

Goid mineratisation has previously besn reported from the Chayinda prospect occusting within ferruginous guartz mica schist.

Recesnt exploration activities by Zambezi have shown the Muiofwe Dome area to be a polymetallic terrain characierissed by the
presence of anomalous copper, gold, silver, cobalt, bismuth and uraniom. According to geological mapping carried out by Zambezi
in 2005, this anomalism is associated with silicified guartz-haematite veining and brecciation. Zambezi suggests this may indicaie
that the Mulofwe Dome area represenis a new [OCG province.
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Figure 5.1 Location of the Xnewn mineral cecurrences in the Chongwe Copperhelt
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5.3 PROJECT HISTORY

A significant amount of exploration and small-scale mining has been conducted over Zambezi's Mulotwe project area since the
wirn of the 20th century due in part ic the project's proximity to Lusaka and good access throughout much of the project arsa. The
majcrity of this activity was focused on the Allies copper mine in the Chongwe Copperbelt which was first worked between 1914 and
1927 and then again in the 1970s. The production details for the Allies mine are not known.

Daspite most of the known mineral occurrences being discovared in the 1920s and 18930s it was not until the 1850s that concerted,
systsmatic exploration was carried cut over much of the project area. Exploration activitiss undertaken in the 1950s and 1960s
inciuded regional-scale geological mapping, sieam and scil sampling, pitting, trenching, elsctrical, gravity and magnetic
gsophysical surveying, auger and diamond drilling and metallurgical testwork. Whilst a number of reserve estimates were preparad
for the Chalimbana, Chongwe South and Chalalobouka prospects, outlining small tonnages at low to moderate grade {typically iess
than 3% Cuj, these do not meet currsnt minimum regorting requirements of the JORC Code. Zambezi howsver, commissioned RSG
in 2004 to carry out a resource estimate on the historic Chalimbana (also known as Chongwe Fast) reserve estimate (see dstails in
Section 5.5.2 below). Feasihility studies were complaied for the Chalimbana and Chalalobouka prospects in the early to mid-1970s,
but no mining was undeartaken.

Exploration af the Chayinda goid prospect in the mid-1970s resulted in the estimation of a small reserve with an average grade in the
order of 5 gft Au. No further work was carried out at the prospect after this #me.

Prior to Zambezi's acqguisition of the Muictwe project in 2004, only cursory expioration had been conducted over the area since the
1970s.

5.4 RECENT EXPLOBATION

5.4.1 Copper-gold exploration

Zambezi's preliminary investigations of the prolect area upon listing in 2004 comprised reconnaissance rock chip and soil sampling
over & 27 km by 7 km area at Mulofwe Dome in the ceniral part of the Mulofwe project area. A number of significant copper-gold
rock chip assay results were returned from the Pala-Darg, Kyabwe and Kaunga 2 prospects including 7.0% Cuand 72.4 g/t Au and
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1.1% Cuand 57.8 git Au from Paia-Darg, 1.5% Cu and 7.20g/t Au and 5.1% Cu and 2.60 g/f Au ai Kyebwe and 9.68 g/t Aufrom the
Kaunga 2 {Figure 5.2).

Subsequent exploration fecused on the Chongwe Copperbelt and comprised further geclogical mapping, reconnaissance soil and

rock chip sampling programmes.

ln 2005, Zambezi completed RC driling over four prospect areas, namely Tania Wunda-Chibukama, Chatalobuka, Tesary and

Chalimbana East,

Figere 5.2 Lotation of the known mineeal oceorrences in the Muicfwe Dome area, including the resufts of Zambezi's roek chip sampling programme
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Al the Tanta Wunda-Chibukama prospect, maiachite and pyrite-chalcopyrite mineralisation was observed in 13 of the 19 holes {for
2,167 m) drilled. This mineralisation showed a close association with magnetiie. Significant interssctions are prasented in Table 5.1,



Table 5.1 Significant deill resuits {>1% Cu) from the Tanta Wunda-Chibukama cogpesr- gold prospect
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Hole East North From To Width Cu Au

{en} {m) {m) {%0) {g/t)
CHBRCOOO Ga4420 8297470 24 31 7 1.13

CHBRCOOC3 GYb125 8297425 66 g7 1 1.31 015
CHBRCGO0E 695142 8297324 138 143 5] 1.02
CHBRCOOG7 GYb205 8297300 106 108 2 1.16
CHBRCOOG7 GYb205 8297300 129 130 1 1.76
CHBRCOO10 694366 8296633 17 19 2 1.07
CHBRCGO14 GL4820 8297310 25 26 1 1.1G

Targeted RC drilling programmes at the Chalalobuka, Tasaru and Chalimbana East prospects encountered only narrow zones of
anomalous to low-grade copper mineralisation, with significant resulls including 6 m grading 0.75% Cu at a downhole depth of 33 m
in CHARCGO0S, 8 m grading 0.25% Cu at a downhole depth of 12 m in CHARC0D17 and 16 m grading G.12% Cu at a downhole depih
of 38 m in CHARC0019 at Chalalobuka.

In addition to soil sampiing and RC driling at various prospects, Zambezi compieied high resclution heli-magnetic and radicmetric
gsophysical surveys over the southern part of the Chongwe Copperbelt and over the Mulciwe Doma. This was Tollowed in late 2005
by orientation helicopter-borne VTEM electromagnetic surveys over the Chalaiobuka and Chalimbana prospecis.

Adtotal of 33 target areas were detfined by the heli-mag survey of which 15 are related to highly prospective flexures along fault zones
and a further 12 targets appear related o intrusive bodies or alteration zones. Many of these fargets remain to be tested during the
2007 field seascn.

The Chalimbana prospect was the only target within the Mulofwe project to be drili tested in 2006, with a four diamond holes totalling
811.6 m completed. The holes were designed to test possible muliiple mineralised zones at depth. A shallow angle fault was
intersected below the mineralised zone in all four holes, with & thick seguence of barren quartzites of at least 15C m in thicknass
immadiaiely below the fault. This has reduced the potential for further mineralissd zones below an sstimated vertical depth of
approximately 150 m. Significant intersections are presentad in Table 5.2.

Table 5.2 Significant drill resuits (>0.3% Cu} from the Chalimbana £ast copper prospect

Hole East North From To Width Cu

{m) m {rm) {%}
CMBDDOOGT 595140 8297491 72 B0 18 0.35
CuMBDDODG2 598077 8257391 32 40 1 0.32
CMBDRNDGCS 597642 8297541 98 =) 1 0.86
CWMBDDO0G4 597520 82097455 12 17.6 5.6 0.42
CWMBDDO0G4 597520 82097455 80 87 17 0.41

5.4.2 Uranium exploration

In addition fo its Oryx project, Zambezi has identified fwo smaller uraniom anomalies in the Mulofwe Dome area from its radiometric
geophysical surveys carrisd out in 2005, These two anomalies, known as Nkala and the greater Mulofwe Dome area, are iccated 40
km to the north of Oryx and were subiect to rock chip sampiing and hand held spectromster surveying in 2005,

At Mulofwe Dome a total of 59 rock chip samples were collected with best results including 226 ppm U,0,. 7.2 g/t A, 1.6% Cu
and 5.8 g/t Ag; and 397 ppm L0, 0.1 gft Au, 6.2% Cu and 4.9 git Ag. In mid-2006, several rock chip samples from the western
Muictwe Dome area were resubmitted for uranium analysis, returning assays of up 1o 467 ppm U,0,. Other results included 7% Cu
and 293 ppm U0, 2.33% Co and 3971 ppm U,0y; and 5.06% Cu, 2.36 gft Ao and 122 ppm UGy,

At Mkala, 17 km east of the Mulofwe Dome, specirometer surveying atong three lines recordsd iotal counts in excess of 2,000 counis
per minuie on each ling against a background of 650 counis per minute. Trenching and soi and rock chip sampling was completed
over the Nkala area. Trench sampies generally returned values iess thar 20 ppm U with a maximum result of 44 ppm 4.



5.5 HMINERAL RESOURCES

5.5.1 Introduction

Snowden reviswed documentaiion on the Chalimpana {Chongwe East) Mineral Besource Estimate carried out by BSG Global
{("RSG™) in 2004, The Chalimbana resource was classified as inferred under the 1899 and 2004 JORT Codes. This estimate was

subjsct to deskiop review by Snowden without any access to the underlying digital data. Snowden has therefore accepted the figure
generated by BSG Global at face value.

5.5.2 Chalimbana

In 2004, Zambezi requesied that BSG carry out a programme of data compilation, prepars a resource esimate and recommend
further drilling at Zambezi's Chalimbana prospect. Rhodesian Seiection Trust ("RET") reportadly carried cut a feasibility study in 1975
which invoived a polygonal resource estimate, metallurgical testwork and an open pit design. This resulied in an open pit 'reserve’
{not JORC-compliani) of 3.25 Mt at a grade of 0.8% coppsr above a 0.3% copper cui-cif.

Historical data captured by BSG inciudes 6,467 m of vertical surface diamond drill holes, 271 m of sub-horizontal underground
diamond drill holes, 14 five foot-long chanrnal sampiss and 15 channal samples from an inclined winze. BSG siectsd to comhine ai
of this information into a single dataset for estimation. No statistical justification was presented for this; however, in Snowden's opinion
the non-diamond drifling daia is so scant as o have virtually no impact on overall statistics. RSG reports that ne core recovery data
or QAQC data is avaitable for the Chalimbana diamend drilling.

HSG created a thres-dimensionat wireframed solid based upon a 0.3% total copper assay, which statistical analysis suggesis is a
natural cut-off for the data. RSG also interpreted an oxide boundary on the basis of logging codes. Thers were a significant number
of missing assays and BSG assumead in its reported model that these were not assayed because they were visually barsen of copper.
Snowden endorses this level of conservaiism and nefes that this may indicate some slight upside in grade, notwithstanding that the
majority of missing assays are within a low-grade domain. RSG has also applied upper grads cuts which, in Snowden's opinion, are
unnecessary and which may alsc lead to a slight grade upside when removad.

HSG generated a conventional ordinary kriged block mode! bassd upon 3 m composites. The block size used for reporting was 26
m by 20 m by & m, which Snowdsn endorses as appropriaie given the 25 m by 25 m to 50 m by 25 m drill spacing. RSG generated
median indicator variograms, which are inappropriate for an ordinary kriged grade model and which understate the nugget effect;
howeaver, Snowden does not see this as a critical issue given the Inferred classification of the rescurce.

RSG states that the model was validated visually against the driling but presents no numerical validation of the modetl. This is a
source of some concern as BSG reports a total inferred Besource of 5.34 W at a grade of 0.8% copper above a 0.5% copper cut-off,
This cannot be compared to the BST model as it is not constrainad by a pit and is reported at a higher copper cut-off {.5% versus
0.3%}; nonaetheless, the contained copper in the RSG model is almost! twice as much as the BST model (about which there are scant
details).

R3G has classified the Chalimbana rescurce as Inferred on the basis of drill spacing, the degree of extrapolation, the lack of QAQC,
and some positional doubls regarding some of the data. Snowden considers that the resource estimate has besn derived using
fair to good practice, and while it has not reporied or validated BSG's model has no reason to doubt that it is a fair repressntation
of the minerat inventory ai Chalimbana. Snowden caulicns, howsver, that any Ore Beserve which may be ultimatsly generated may
be significantly less in fonnage than BSG's guoted Inferred Besource. Snowden agrees with BSG's recommendations that twinned
sampling and QAQC are required to validate the resource estimate.

5.8 SNOWDEN SITE VISHT

Snowden's observations from its site visit and discussions with company personnet are summarised below,

5.6.1 Chalimbana copper project
The Chalimbana proiect is located within genily undulating fopography. No infrastructure, ofher than a reasonabis dint frack into the

project area is present. Water is sourced from local bore holes.

At Chalimbara East, a copper targst was defined by regional and irdill soil sampling. The anomaly cccurs approximately 1.2 km
southeast of the previously ideniified Chalimbana copper deposit. Copper mineralisation is associated with a 150 m thick schistose
seguence. Sulphids mineralisation occurs within millimetre-scale cracks, which are predominantly parallel to the foliation.
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The Chalimbana East gsochemical ancmaly occurs over an interpreted 1,000 m strike length of approximately and to a width of 306G
m. Zambezi has completed 52 RC drill holes along this anomaly. Snowden sighted the coliar beacons for two of these RC holes at
Chalimbana tast.

The Chalimbana area was previously visited by Snowden in May 2006, Subsequent io that visit, Zambezi completed four diamond
drili holes totalling 911.6 m.

5.6.2 Mulofwe polymetallic prospect

The Mulofwe prospect cccurs in a flat-lying area inhabited by subsisience farmers approximately 60 km rnortheast of Lusaka.
Exiensive alluvial cover is present over much of the area. A number of old pits are evident within the prospect area. Quariz veining,
gossans and fresh sulphide mineratisation is evident within spoil materiat derived from the pits. The surrounding country rock largely
comprises of schist.

Zambezi has previously conducted f#ench and grab sampiing over the area. Metais of interest are copper, goid, bismuth ard
araniLim.

5.7 EXPLOBATION POTENTIAE

Snowden has drawn the following conclusions on the expioration poiential of the Mulofwe project area from iis discussions with
Zambezi's representatives and raview of the availabie daia:

» ihe Mulofwe project area hags been subject to previous exploration and small-scale mining with the most recent activity, prior
to Jambezis nvolvement, ceasing in the 1870s;

* since that tims no concerted exploration has been undertaken over the project area;

» whilst it was Zambezi's intent to thoroughly explore the Mulofwe tenement, particularly the Chongwe Copperbelt, upon its
admission 1o AIM, continued expiloration success has isad to the company’s focus shifting towards the assessment of is key
projects at Chakwengsa, Cheowa and Oryx within the Zambezi project ares;

» recent drifling programmes by Zambezi within the Chongws Copper belt area have confirmed the prospectivity of the area
encountering low level polymetatlic mineralisation within deformed, sheared, intensely altered and veined volcanic and
sedimeniary units; and

» st Mulctwe Dome, previous rock chip sampiing by Zambezi has returned elevated leveis of copper, gold, sitver and uranium.
Given the location of this mineralised zone around the periphery of a buried granitoid domal strocture, these resulls are
considerad highly encouraging for potentiat iron-oxide copper-gold deposits.

8.  OTHER EXPLCRATION ASSETS

Zambezi hoids a 100% interest in a number of additionai expioration projects scaiiered throughout southern and eastern Zambia and
northwestern Mozambique. These project areas cover copper-gold or uranium targsis in the early stages of assessment which have
bsen generated conceptually or from Zambezi's previous sxploration activitias,

61 MWEMBESHI PROJEET

The Mwembeshi project is locaied o the immediate north and east of Zambezi's Muictws project and covers an area of approximately
2.987 km? {Iigure 3.3). The project ienemenis (PL224 and PL225) are predominantly located on the top of a plaieau surrounded by
undulating hills. The Muungushi hydroglectric dam lies approximately 16 km to the northeast. The Mulungushi tsnement (PL224) is
the subject of a uranium rights joint venturse agreement with Zambezi Nickel, who can earn a 51% interest in the project.

The projsct area covers the regionally significant Mwembeshi shear system. The project hosis hornblends schist, mica schist,
migmatites, gabbros and other metavolcanic units of the Rufunsa Volcanic terrane which have besn structurally emplaced agsainst
Proterozoic basement gneisses and granitoids,

Previous exploration of the project area has been undertaken by a numper of companies since the 1930s, resulling in the discovery
of shear zone hosied gold deposits associated with intrusive bodies at the Iron Cap, Mwomboshi and Jessie prospects. The fron
Cap and Jessie deposits reportedly produced some 183 oz Au {at a grads of 2.2 g/t Au}and 12,600 oz Au {at a grads of 3.1 g/t Au}
respectively in the 1940s and 1950s.

n



Zambezi's Mwomboshi poly-metallic prospect lies within the Basement Complex comprising & central core of Mwomboshi and
Mkushi Gnaisses flanked by younger Muva Supergroup rocks {mica schisis and quartzites) to the north and south. Predominant
lithologies encountered include granite/granitic gneisses and schistose rocks {mainly hornblende schists, mica schists, migmatites
and gabbros). Thess lithclogies have been cut by cccasional quariz and pegmatite veins howaver, the schistose rocks appear o
host the majority of the known mineralisation. The regional sirike is east-northeast with a south-southeasterly dip.

Recent expicration by Zambezi has comprised stream sadiment and soif sampling, geclogical mapping, frenching, asromagnetic
and ground based induced polarization {"P") geophysical surveying and BADB and diamond drilling. These programmas idenified
numerods conceptual, geochemical and geophysical targets however intensive follow-up exploration remains to be undertaken. This
will be the focus of the 2007 field season.

Based on its sile visit and review of the available iechnical data, Snowden considers the Mwsmibeshi project arga remains
prospective given (1} the project's location adiacent to the Mwembeshi shear system, {2} the presence of a sheared and mineralised
gneiss contact within the tenements, from which small tonnages of low to medium-grade gold mineralisation have reporisdly been
mined, and {3) the lack of sysiematic exploration previously completed over the remaining fenement area. Snowden is therefore of
the opinion that the Mwembeshi prolect is of merit and that the work programme proposed by Zambezi is appropriate.

§.2 MPANDE PROJECT

The Mpande project area is located immediately south and west of Zambezi's Muictwe and Zambezi project areas, respectively
{Figure 3.3} The Mpande project is the subject of a aranium rights joint venture agresmeant with Zambezi Nicke!, who can earn a 51%
interest in the project. The project covers an area of approximately 2,497 km? over the Mpande Dome, which consists of augen gneiss
and schist faulted against Muva Supergroup sedimentary rocks. The dome has been intruded by granitic bodies correfated with the
Hook Granite of ceniral Zambia and is considerad prospective for I0CG siyle mineralisation. The geoclogical setting is considsred
prospective for gold and copper mineralisation, and has been the subject of widsspread reconnaissance-style exploration. The
project area hosis no historic workings apart from minor alluvial gold occurrences arcund the Mpande Uome.

The project area has not previously been subject to intensive exploration by Zambezi. In December 2006, Zambezi conducted a
high resolution asromagnetic and radiomelric geophysical survey over parts of the Mpande project area. This survey identified four
discrate and one elongate lithological/shear related surface radiometric anomalies. The discrete anomalies range in size from 0.25
ken? to 1.5 km?. Further work is required o adeguatsly assess these ancmalies.

Al preseni, Zambezi has not proposed a dedicated work programme for the Mpande project. Rather the project is 1o be reviewed
as part of an integrated regiona! targeting programme. Within this contaxt, Snowdan considers that the Mpande proiect is worthy of
evaiuation to the extent being propossd by Zambezi.

6.3 RUFUNSA PROJEET

The Ruiunsa project is surrounded by Zambezi's Mwembeshi project to the north, Mulcfwe proiect to the west and Zambezi project
to the south. The Bufunsa project is the subiect of a uranium rights joint venture agreement with Zambezi Nicke!, who canearm s 51%
interest in the project. The project covers an area of approximately 1,464 km? and incorporaies basement granitcid-gneisses overlain
by sedimentary urils of the Muva Supergroup. Numerous historic gold and base metal occurrences are evident within the Muva
sedimeniary rocks howsver no substantial production has been recorded from the project despite s location lying directly along
strike of the significant Chakwenga gold deposit. During 2006, a comprehensive sirgam sampling programme was conducted with
a total of 1,255 samples being colisctad. Eight samples returned valuss greater than 10 ppb Au against a background of less than 1
pipb A, with a maximum value of 201 ppb Au. Fourteen samples returned valuss of greater than 100 ppm Cu against a background
of less than 20 ppm Cu, with a maximum value of 550 ppm Cu. These gold and copper targets remain to be foliowed up.

Al present, Zambezi has not proposed a dedicated work programme for the Rufunsa project, which comprises a singie granted
Prospecting Licence. Rather the project is to be reviewed as part of an integraisd regicnal targsting programmae. Within this contexd,
Snowden considers that the Ruiunsa project is worthy of evaluation io the exient being proposed by Zambeazi.

6.4 CHIPATA PROJECT
Zambezi's Chipaia project surrounds the segicnal centre of Chipata and #ss adiaceni 1o the Mozambigue and Malawi borders in
eastern Zambia {Figure 2.4}, Tha project comprises a single granied Prospecting Licence (PL226) covering a tofal area of 2,427 km#,
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The project area overlies a number of small quariz vein hosted gold occcurrences including those at Cymric and Madzimoyo, which
occur within granitoid-gneisses of the Basement Complex and sedimentary rocks of the overlying Muva Supergroup. This seguence
has besn sxtensively infrudsd by late-stage granitoid and syenite bodies of Pan-African age.

Zambezi acquired this project area as a conceptual {0CG target based on the known mineral occurrences and the broad similarities
with the geology of scuthern Zambia. Due o its commitments at the Cheowa, Chakwenga and Oryx, Zambezi has not commenced
significant exploration at Chipata.

6.5 MOZAMBIQUE PROJECTS

Zambezi has recently acquired four tenements locaied immediaiely adiacent io and south of Zambezi's Chipaia project area
approximately 240 km north of the regional centre of Tets in northwestern Mozambigue. A further tenement is in the process of being
transterred to Zambezi's local subsidiary, Africa Ausiral Mineragao Limitada {refer to section 2.4.1}. At the time of writing, Zambaezi's
project tensments coverad a tolal area of 582 km? which upon transfer of the cutstanding tenement will increase to 850 km?,

The project tenemenis represent an exiension of the company's Chipata exploration concept o the south targeting gold
mineralisation associated with Pan-African granitoids which have intruded schistose metasedimentary and mafic volcanic rocks of
the Mecproterczoic Fingoe Group.

Goid and silver mineralisation has previously been encounteraed within drifling over the project tenements, however the sesuits of
haese programmes are not Known.

The Mozambique tenements wilt be evaluated by Zambezi as part of the regional targeting exercise (o generate drill targets with the
poteniial to significant tonnages of 10CG style copper-gold deposits.

6§68 OPINION

Based on its review of the available technical data, Snowden considers the Mwembeshi project (o currently represent the most
prospective of Zambezi's regional proiects. Snowdsn notes that the project lies within a highly prospective geological setting where
recent expicration has identified zones of anomalous silver, cobalt and bismuth minsralisation associated with disseminated and
vein-style copper and goid mineralisation within a sheared metasedimentary and basement seguence. This ssguence has been
intruded by altered granitoid bodies. Snowden considers the Mwembeshi project to be a polential source of FOUG mineralisation.
The project is also consideraed prospective for the discovery of low grade, siructurally hosted uranium depaosits.

The remaining projects have been tha subject (o varying tevels of exploration to date which has mostly provided limited encouragsmant
despite the presence of several small hisioric mining cenfres. Zambez! has not proposed a concerted work programme for these
proiect areas other than an assessment of targets generated through an iniegrated regional review of its Lusaka East, Chipata and
Mozambigue tenements. Snowden recommends that the projects are subject to a rapid appraisal using Zambezi's geclogically-driven
approach to determine thair resource potential and that surplus tenements ars joint venturad, or it deemed to be unprospective are
relinquished 1o reduce Zambezi’s statutory holdings costs {i.e. rents and rates).

7. PROPOSED EXPLORATION PROGRAMME AND EXPENDITURE

Zambezi has proposed a staged programme of exploration for its Lusaka East and Chipata projects over a 2 year period following
its listing on the ASX. Zambezi's prograsmme going forward wifl focus on its sirategic afliance with Giencore at the Cheowa and
Chongwe Copperbelt JV projects. Under the terms of these ioint venture agreements, Glencore have commitied to spend US$16
million {minimum US%6 .4 million} cver fwo years.

The 2007 programme proposed by Zambezi comprises a 60.000 m targeted drifling campaign at the Cheowa copper-gold project
and the Chalimbana copper preiect in order o delineate targets capable of containing between 200,000 t o 350,000 1 of confained

copper equivalent metal,

In addition, the company has proposed a further 36,000 m of drifling af its 100%-owned Kangaluwi/Chisawa area, which has the
potential 1o host a copper deposit of comparabie size or larger than the Cheows mineralised system.

Going forward, Zambezi will focus on the critical assessment of the geology and historical exploration data to generate new
exploration targets for subssguent follow-up assessment. Zambezi proposes to asssss these targsels through geological mapping,
soil and rock chip geocchemical sampling, geophysical surveying, interpretation of saiellite and asromagnetic imagery and RAB, RC
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and diamond drilling. Potential targets inciude the Nkala and Molofwe Dome uranium mineralisation within the Molofwe project and
the Mwomboshi area within the Mwembeshi project.

Zambezi also plans fo:

* undertake further evatuation drilling at the advanced Chakwenga gold and Oryx uranium projects with a view to upgrading
and sxpanding the currently defined mineralisation; and

* re-evaluate advanced targets such as historical gold workings and favourabie structural-stratigraghic positions 1o define drill
targets capable of hosting moderate to high-grade copper andfor gold resources. Zambezi pians to initially assess these
targets through gsological mapping, detailed geochemical and geophysical survays, interpratation and modelling and RC
drilling. Potential targets include the currently defined mineralisation ai Mulofwe Dome and Chongwes Copperbelt within the
Mulofwe project and the Mpands Dome within the Mpande project.

Snowden considers the work programme proposed by Zambezi to be well conceived and provides adequate considsration of the
differing styles of mineralisation and maturity of the targets to be assesssd. Thase work prograrmmmes have been designed to realise
the potential of the proiect areas in a prudent and efficient manner. The exploration programmes currently planned by Zambezi {otal
US$18.7 milion in Year 1 and US$16.98 millior in Year 2 following 4s lsting on the ASX (Table 7.1}

Snowden notes that for budgeting purposes, Zambezi has divided its budget into funds provided by the Glencore JV (designaled as
“JV"in Table 7.1} and funds coming directly from Zambezi {designated as "Zambezi" in Tabie 7.1).

Should the minimum subscription of $10 million be achieved, then Zambezi will reduce s exploration spend by $2.5 million which
will be distribuied proportionally across all projects.

In Snowdean's opinion, Zambezi's proposed expenditures are realistic in the context of the avaitable working capital currently heid by
the company. It should be possible {0 gain a good appreciation of the economic potential of its key rescurce target arsas at Cheowsa,
Chakwenga, Chisawa-Kangaluwi and Oryx in the 2 year period. Furthermore the budget proposed should permit a meaningiul
assessment of the potential of key targets identified within 18 regional projects of Mwembeshi, Mpande, Bufunsa, Chipata and
Mozambigue. Snowden cautions, however, that the proposed exploration programmes may change in Year 2 from that currently
staied and will be dependent on the resulis from the Year 1 programme.

Table 7.1 Zamhbezi Resourses Limited - Exploration Budgef Summary (US$ M)

Year 1 {US$ M) Year 2 (US$ M) Total

JV Zambezi Total JV Zamhbezi Total {US$ M}
Cheowa JY 6.22 - 6.27 4.66 2.54 7.29 13.42
Chongwe Copperbelt JV 287 - 2.57 2.54 0.48 3.08 6.00
Zambezi project .80 5.16 5.96 0.1 4.89 5.00 10.96
Muictws project - 1.11 1.1 - 1.00 1.00 2.11
Mwembeshi project 0.50 0.49 .59 3.2 0.19 0.40 1.3
Mpands project 0.50 0.41 .81 - 0.35 0.35 1.76
Rufunsa project 0.25 0.29 .54 - - - 0.54
Chipata project - - - - - - -
Mozambique projects - - - - - - -
TOTAL 11.24 7.46 18.70 7.52 9.46 16.98 35.68
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8.  DECLARATIONS 8Y SNOWDEN MINING INDUSTRY CGNSULTANTS PTY £1D
8.1 [INDEPENDENCE

Snowden is an independent firm of consultants providing a comprehensive range of specialist ischnicat and financial services to the
mining industry in Australia and overseas, through offices in Perth, Brisbane, Johannesburg, Vancouver and London. Our corporate
services include technical audits, project reviews, valuations, independent expsrt reports, project management plans and corporaie
advice.

This report has been prepared indspendently and in accordance with the Code of the Technical Assessment and Valuation of Mineral
and Patrolsum Assets and Securities for Independent Experts Reports (the VALMIN Code™) and the Australasian Cods for Reporting
of Exploration Results, Mineral Resources and Ore Reserves ("the JORC Code”™). The authors do not hold any interest in Zambezi, its
associated parties, or in any of the mineral properties which ars the subject of this report. Fees for the preparation of this report are
being charged at Snowden'’s standard rales, whilst expsnses are being reimbursed at cost. Payment of fess and expenses is in no
way coniingent upon the conclusions drawn in this report.

§.2 AOUALIFICATIDNS

The principal parsonnel! responsible for the preparation and review of this report arg Mr Graham Gresnway {Divisional Manger
----- Hesource Bvaluation), Mr Jeames McKibben (Divisional Manger - Corporate Senvices), Mr lan Glacken {Group General Manager
Resources) and Ur Philip Snowden {Executive Consultani) respectively.

Mr J A J MeKibben {BSc (Hons), MBA, MAIG) has more than 13 years experience gained as an expioration geoicgist in Australia,
Zamia and Morocco, and as a geologisi/analyst with the government agency, Tasmania Development and Resources. Having
completed his MBA ai Macguarie University, Mr McKibben jpined the Corporate Services Uivision at Snowden, where he is invoived
in independent technical reviews, audits and valuations of mining and exploration assets.

Mr G M Greenway (BSc (Hons), MGSSA, Pr.SciNat., MSAIMMY) is a geclogist with more than 16 years experience in the Alrican
miring industry. His career inciuded stints as a Mine Geologist in gold, tin, copper and wranium, as well as an Fxploration Geclogist
working in the Bushveid Complex of South Africa and as a Resource Evaluation Geologist for Goid Felds Lid, including projecis
ranging from West African Wits type mudlipie reef gold deposits, coal, porphyry copper-goid to massive sulphide base metal
deposits. He also speni four years as Chief Geologist for the opencast Rdssing Uranium mine in Namibia. Since joining Snowden in
February 2003, Graham has consulted on projects in South Africa, Namibia, Brazil, Burkina Fasc, Zambia, Guinea and Mali regarding
resource evaluation, audits and technical reviews. His work in the last three years has included uranium, diamends, kaolin, piatinum
group metals, chrome, goid, iron ore, tin, coal, tantalum pegmatites, zinc and nicksl.

Mr 1 Glacken (BSc {Hons), MSc Mining Geology, MSc Geostatistics, FAusIMM, MAIG, MIMMM, MGAA, CEkng, DIC, CPGeo) has 25
years experience in the mining indusiry, and worked with WMC Resources in senior mine geological and ore reserve positions at
Kambalda, Olympic Dam, and in Perth, working and consuliing on resource projects worldwide. 1an joined Snowden in March 1988
and has specialist skils which include project management, resource estimation, due diligence and auditing, conditional simulation,
sampling theory and applications, and reconciliation studies.

Br P A Snowden (BSc {(Hons}, PR, FAsiMMY is a Principal and Founding Uirector of Snowden Mining industry Consuitants Pty Lid
and has been consulting internationally in the fields of exploration and mining geology since January 1888, His orevious experience
inciudes five years with Anglo American Corporation in Sough Africa specialising in structural geclogy, five years fecturing in the Geology
Bapartment at Bhodes University in South Africa and four years ieciuring at the University of Zimbabwe. Phii specialises in technical
reviews and indspendent audits, valuation of exploratior and mining asssts, struciural geology and exploration and mining geology.
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The CIA World Factbock 2006, www.cia. gov/ciaffactibook

Wilkams, C.R, Nesbit, BW., van der Steit, B. And Richards, M.N., undated; Zambia: Exploration potential for iron oxide copper-gold
deposits and a re-evaiuation of the Copperbeit.

Zambia Development Agency, 2006; Investing in the Mining Sector, including the Mines and Minerals Act and Zambia Development
Agency Bill.

Zambia Investmant Opportunities in the Mining Industry, Ministry of Mines and Minerai Development, Republic of Zambia

Zambezi Resources Limited, various dafes; Varicus annocuncemenis mads to the Alternative Investments Markat ("AIM") since listing
in 2004.

Zambezi Besources Limited, 2006; Annual Beport of Zambezi Besources Limited.
Zambezi Besources Limited, 2006, Exploration Summary ~ Zambezi project, Internal memaorandum.

Zambezi Resources Umited, 20086, Exploration Summary - Cheowa - Neningembe and Chongwe Copperbelt, intermnal
memorandLm.

Zambezi Besources Limited, 2006, Exploration Summary - Oryx Uraniom (PL227} Progress report, |nternal memorandum.

Zambezi Besources Limited, 2006, Exploration Summary - Mulungushi (PL224) progress report, Internal memorandum.

16. GLOSSARY OF TECHNICAL TERMS

Abbraviations 07 - ounce, ko - kilometrs, m - metre, M - miliion, t - tonne, ha - hectars, bem - bulk cubic

metres, 1pa - tonnes per annam, pm - Microns.
Asromagnetics A geophysical technigue utilised from an airborne crafl.

Alteration A changs in mineralogical compaosition of a rock commonly brought about by reactions with
hydrothermal solutions or by pressure changes.

Aircore driling An inexpensive driiing method whareby an annular bit is used to cut a thin cora of relatively
soit material (such as clay or saprolite} and is broughi up to the surface up the cenire of the
crill rods via air pressura,

Amphibolite A metamorphic rock composed pradominantly of amphibole and plagioclass.

Andssite A fing grained volcanic rock with phenocrysts of plagioclase and mafic minerais.

Anomalous A departure from the expected norm. In mineral exploration this term is generally applied (o
either geochemical or geophysical values highar or lowsr than the norm.

Anticline Apptied to strata which dip in opposite directions from a common ridge or axis.

Archasan The oldast rocks of the Earth's crust - older than 2 400 millior: years.
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Arsenopyrite

Azurite

Banded lron Formation

Rasalt

Badrock
Biotite

Braccia
Carbonacsous
Carbonaie

Chalcopyrite

Chemical symbols

Chert

Clastic

Coliuvium

Compression
Dacite

Bambo
Bliamond drifling
Differentiated
Bilatant

Bip
Bisseminated

Polariie

Dyke

Fxiensional

Fault

Falsic

Footwall

Gabbro

Geochemical exploration

Geophysical exploration
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An iron sulphide minsral containing arsenic.
A copper carbonate minerat found in oxidised zone of copper deposits
A sedimentary rock that consists of repeated layers of iron oxids, silica and shale.

A dark, fine-grained exirusive igneous rock composed of feldspar and iron and magnasium
rich minerals.

Solid rock that underlies soil or other unconsolidated material.

A dark coloured mica mineral.

Fragmenied rock with angular components.

Containing carbon or coal particies.

Common mineral type consisting of carbonaies of calcium, iron, andfor magnesium.
A copper iron suiphide mineral, the most important ore of copper.

Au - Gold, Ni -~ Nickal, Cu - Copper, Zn - Zinc, Co - Cobalt, Pb - Lead, W - Tungsien, As
----- Arsenic, Ag - Silvear,

A hard, extremely fine grained sedimentary rock consisting almost entirely of interiocking
guartz crysials, of which Hinf is a dark varisty.

Term to describe sedimentary rocks that consiet of fragments of rock or other material that
have been transported from their place of origin.

Loose soil or rock fragmenis accumulated by slow down-slope cresp or rain-wash, as found
at the base of sicpes or hillsides.

Tecionic forces acting to reduce volumes or shorten material.

A medium grained felsic inirusive rock composed mostly of quartz and feldspar.
Colloguial term for seascnally saturated wetlands asscciated with shallow deprassions.
Mathod of obtaining a cylindrical core of rock by drilling with a diamond impregnated bit,
The process by which more than one rock type is derived from a parent magma.
Bsformation characterised by an increase in volume while maintaining the overali shape
The angle at which rock stratum or structure is inclined from the Horizon,

Scattered particiss {of gold, silver, copper efc} in the rock.

A mediom grained basic intrusive rock compossd maostly of pyroxenes and sodium-calcium
feldspar.

A tabular infrusion of ignecus rock that cuis across the planar structare of the surrounding
rock.

The elongation or separation of material during a tectonic event, often perpendicuiar to the
direction of maximum compressive stress.

A fracture in rocks along which rocks on one side have been moved relative to the rocks on
the other.

Light coloured rock containing an abundance of any of the following: feldspars, feispathoids
and silica.

The underlying side of a fault, ore body or mine workings.

A coarse grained intrusive rock, which is low in silica and has relatively high levels of
magneasium minerals.

Used in this report io describe a prospecting technique which measures the content of
certain metals in soils and rocks and defines anomalies for further testing.

The exploration of an area in which physical properties {e.g. resistivity, gravity, conductivity,
magnelic properties) unigue to the rocks in the area are guaniitaiively measured by one of
more geophysical methods.
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Gossan
Grade
Granite

Granodiorite
Graenschist metamorphism

Hangingwalk

Hydrothermal

lgneous
IntrusionfIntrusive

lronstona

Isoclinal feld

JORC

Komaiiite
Limb

Lineament

Lithology

tods deposit
wafic {composiion}
ratachite

Matamict

Matamorphism (metamorphic rocks)

Metasediment
rMgO
Monzograniie

Mylonits

Oxide zone
Paragneiss
Pelitic
Peridotite
Flunge
Porphyry

Primary

The oxidised, near suriace part of undsrlying primary sulphids minarals.
git - grams per tonne, ppb - parts per billion, ppm -~ parts per million, dwt - pennyweight.
A medium to coarse-grained felsic intrusive rock which contains 10-50% quartz.

A coarse grained ignecus rock containing guartz, plagioclase {sodium - calcium feldspar}
and potassium feldspar, with biotite, hornblende or pyroxene.

A low-grade, low temperaiurs regional maetamorphism that results in a mineral assembiage
typically containing chlorite, epidote andfor actinolits.

The overlying side of a fault, ore body or mins workings.

A term applied to magmatic emanations rich in water and to the alteration products and
mineral deposits produced by them.

A rock thai has solidified from molten material or magma.
A body of ignsous rock that invades older rocks.

An iron rich sedimentary rock either deposited directly as ferruginous sediment or resuiting
fromn chemical replacement.

A foid whose limbs are paraliel.

Joint Ore Bessrves Committes (of the Australian Insiituie of Mining and Metaliurgy, Australian
Insttute of Geoscientists and the Minerals Council of Australia),

An exirusive dliramafic rock,
The side of & foid.

A linsar feature of regicnal extent, generally recogrisable in the topography; commonly
detected by satellits imagery.

A term periaining o the general characteristics of rocks. It generally relates to descriptions
based on hand sized specimens and oulcrops rather than microscopic or chemical
features.

A wvein or other tabular mineral deposit with distinct boundaries.
lgneous rocks composed dominantly of iron and magnesium minerais.
A copper carbonate mineral found in oxidised zone of copper deposits.

Aterm used io dsscribe a mineral which although possessing external crysial form fails i
yield a normal X-ray diffraction pattern. This is usually as Hhe result of radicactive bombardment
from adjacent uranium or thorium bsaring minerals.

The process by which changes are broughi about in earth's crust by the agencies of heat,
pressure and chemically active fluids.

Matamorphosed sedimentary rock.
Magnesium oxide, ofien used as a measure of taic within mafic and uliramafic rocks.
An intrusive igneous rock similar in composition o granite with minor guartz,

Chert-like rock with a streaky or banded siructure produced by exireme granulation and
shearing of rocks.

Near surface material affected by weathering and leaching of minerais.

A gneiss presumed to have been formed from an original sedimeniary rock.

A metamorphosed fine grained sedimentary rock.

An ultramafic rock consisting predominantly of olivine with or without pyroxene
The inclination of a linear geological structura from the Horizon.,

An igneous rock that contains conspicuous crystals in a fine-grained malrix,

Lin-oxidised.



Proterozoic
Psammitic
Pyrite, pyrrhotite
Quartz
Radiomatrics

Regolith

Rotary Air Blast {RAB) drilling

Reverse Circulation {RC} drifling

Revarse fault
Rock chip sample

Rotary Air Blast {RAB) drilling

Saprolite

Schist

Sericite
Sedimeniary rock
Shale

Shear zone

Silicified
Sinistral
Stockwork
Stratigraphy
Strike
Sulghides
Supsergene
Tectonic

Thrust, thrust contact

Tpd

Ultramafic
Vargence
Velcanics

Volcaniclasiic
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The Precambrian era after Archasan.

A metamorphosed sandstone,

A common pale bronze iron sulphide mineral,

Mineral species composed of crysialling silica.

Geophysical technique measuring emission from radioactive isotopes.

The layer of unconsolidated rock maierial, of whatever origin, that underlies the surface and
rests on bedrock.

An inexpensive method of drilling whereby the rock chip sampies are recovered via the
void befween the dril rods and the surrounding rock which results in potential sample
cortamination.

A method of drilling whereby rock chips are recovered by air fiow returning inside the drill rods
rather than outside, theraby providing usually reiablie samples.

A fault on which the hanging wall appears to have moved upward in refation 1o the foctwall,
A series of rock chips or fragments taken at regular intervals across & rock exposure.

Mathod of drilling in which the catiings from the bit are carried to the surface by pressurised
air returning outside the drill pipe. Most "RAR" drills are very mobile and designed for shaliow,
low-cost drilling of relatively soft rocks,

Aweathered or decomposed, clay-rich rock.

Fine grained micaceous metamorphic rock with laminated fabric,
A white, fine grained poiassium mica.

Rocks formed by deposition of particles carried by air, water or ice.
Fine-grained sedimentary rock with wel! defined bedding planes.

A generaily linear zone of stress along which deformation has occurred by translation of one
part of a rock body relative to another part.

Alteration of a rock by introduction of silica.

A geological structure with a leftward offset.

A network of veins,

The study of formation, composition and correlaiion of sedimentary rocks.
The direction of bearing of a bed or layer of rock in the horizontal plans.
Minerals consisting of a chemical combination of sulphur with 2 metat,

An enrichment or deposit formaed by descending fuids in weathered rock,
Forces of movements resuiting in the formation of structural features.

An overriding movement of one crustal unit over ancther; the judaposition of two rock typas
caussd by thrusting.

Tonnes per day.

An igneous rock comprised chiefly of mafic minerals.
The direction of overturning or inclination of a fold.
Colleciive term for sxirusive ignecus rocks.

Sedimenis comprising rock fragments derived by explosion of eruption from a volcanic vent.
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Section 6 INDEPENDENT ACCOUNTANT’S REPORT

Grant Thornton Western Australian Partnership
ABN 21 965 022 882
Chartered Accountants, Business Advisers and Consultants

Level 6

256 8t Georges Terrace

Perth 6000 Australia

GPO Box P1218

Perth WA 6844

T +61809481 1448

F + 6189481 0152

E gtperth@gtwa.com.au

W www.grantthornion.com.au

PRIVATE & CONFIDENTIAL
The Board of Directors
Zambezi Besources Uimited
Ground Floor, 17 Ord Straet
WEST PERTH WA 6005

6 June 2007

Dlaar Sirs
INDEPENDENT ACCOUNTANT'S REPORT
1. INTRODUCTION

We have prepared this Independsnt Accountant’s PBeport ("Report"} at the requsst of the Directors of Zambezi Resources Limited
{"Company”) and its controlied entities herein referred to as the Company for inclusion in a Prospectus dated on or aboui 6 June 2007
relating to the placement of 33,333,333 ordinary shares at an issue price of 45 cents per shars to raise $15,000,000 before capital
raising costs {'Capital Raising™). The offer is not undsrwritten,

This Report covers the Historical Financial Information and Proforma Information set out in Section 7 of this Prospectus.
Exprassions defined in the Prospectus have the same meaning in this report,

2. SCOPE

We have been requesied to prepare an indspsndent Accountant’s RBeport covering the foliowing financial information:

s Historical Financial Information comprising the Consolidated Historical Balance Sheet as at 31 December 2006 and the
Consclidated Historical Income Statement, Consolidaled Hisiorical Statermnent of Changes in Equity and the Consolidated
Historical Cash Flow Statement for the period ended 31 December 2006 as set out in Section 7 of this Prospectus; and

+  Proforma Financial information comprising the Consclidated Proforma Balance Sheet as at 31 December 2006 which assumes
complation of the following contemplated transactions as at that date as set out in Section 7 of this Prospectus:

Proforma $10 million minimum offer
----- The issue of 22,222,222 ordinary shares ai 45 cents per share through the Prospectus.

----- The payment and recognition directly into equity of costs incurred by the company in relation to the capital raising estimated
o be $642,257.

----- Adjusted for the following significant transactions which havs faken place since 31 December 2006:

« The private placement of 21,648,050 shares at an issue price of 45 cents per shars.

An independent Western Australian partnership entitted to trade under the international name Grant Thorrion.
Grant Thomton is a trademark ocwned by Grant Thomton internationat and used under licence by independent firms and entifies throughout the world.
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The recognition directly into equity of costs incurred by the Company in relation o the capital raising estimated io be
$298.519.

Payment of advanced drilling cosis of $256,410.

Advanced $256,41C to Titaling Drifling.

$2.122 500 in exploraiion and evaluation expenditure being capitalised.
Met expenseas incurred in the profit and loss of $1,525,000 being incurred.
Minority interest movements of $102,500.

Repayment of accounts payabies of $1,275,000.

----- Adjusied for the following:

Translation of all fransaciions anticipated to be settied in Briish Pounds (£} as well as the 31 December 2006 Historical
Balance Sheet at an exchange rate of £0.40:31AUD to present the Proforma Balance Sheet in the Company's anticipated
functional and presentation currency basie of Australian doliare.

Reclassification of the Share Pramium Accouni to the Issusd Capital Account to conform with Australian Eguivalenis (o
international Financial Beporting Standards (AIFRS), under which shares have no par value.

Proforma $15 million offer

----- The issue of 33,333,333 ordinary shares at 45 cents per share through the Prospectus.

----- The payment and recognition directly into equity of costs incusred by the Company in relation to the capiial raising estimated
o be $892,257.

----- Adjusied for the following significant transactions which have faken place since 31 December 2006:

The private piacement of 21,648,050 shares at an issue price of 45 cents per shara,

The recognition directly into equity of costs incurred by the Company in relation o the capital raising estimated o be
$298.519,

The private piacement of 6,153,847 shares at an issue price of 40 cents per share.
Payment of advanced drilling costs of $256,410.

$2,122,500 in exploration and evaluation expenditure being capitalised.

Met expenseas incurred in the profit and loss of $1.525,000 being incurred.

Minority interest movements of $102,500.

Repaymant of accounts payabies of $1,275,000.

----- Adjusied for the following:

Translation of all transaciions anticipated to be settied in Briish Pounds (£} as well as the 31 December 2006 Historical
Balance Sheet at an exchange rate of £0.40:31AUD to present the Proforma Balance Sheet in the Company's anticipated
functional and presentation currency basis of Australian doltars,

Reclassification of the Share Pramium Account to the Issusd Capital Account to conform with Australian Eguivalenis (o
international Financial Beporting Standards (AIFRS), under which shares have no par value.

The Historical and Proforma Financial Information set out in Section 7 of this Prospectus have been prepared in accordance with

the measurement and recognition of Australian Accounting Standards except for the Proforma Financial Information, where the

measurement standards of AASB 121, The Effects of Changes in Foreign Exchange Rates ("AASB1277), which specifically relates

o the transiation to a functional currency of Australian Doliars have not been applied. Mot ali of the annual financial statement

disclosures requiremenis of Australian Accouniing Standards or the Corporations Act 2001 have besn provided.



The Historical Financial Information has been extracted from the audited records of the Company for the pericd ended 31 December
2006, which was audited by Grant Thornton Wastern Australian Partnership and on which an unqualified audit opinion was issued.

The Directors have preparsd and are responsible for the historicat and proferma financial information. We disclaim any responsibility
for any reliance on this report or the financial information to which it relates for any purposes other than that for which it was prepared.
This report should be read in coninction with the full prospactus.

REVIEW OF HISTORICAL FINANCIAL INFGRMATION

We have conducted a review of the Historical Financial Information in order to state whether on the basis of the procedures
described, anything has come o our altention that would cause us to believe that the Hisiorical Financial information is not presaented
fairly in accordance with the measurement and recognition reguirements {but not all of the disclosure requiremenis) of Applicable
Accounting Standards and other mandatory professional seporting requirements in Australia,

Our review has been conducted in accordance with Australian Accounting Standards applicabie o review engagemenis and has
bsen limited to reading of relevant Board minutes, inquiries of management personnel, analvtical procsduraes applied to the financial
daia and certain limited verification procedures. The procedures do not provide alf the evidence that would be requéred in an audit,
thus the level of assurance provided is less than that given in an audit, We have not performed an audit and accordingly we do not
exprass an audit opinion on this Historical Financial Information.

REVIEW OF PROFORMA BALANCE SHEET

We have conductad a review of the Proforma Financiat information in order (o state whethar on the basis of the procedures described,
anything has come 1o our attention that would cause us to believe that the Proforma Financial Information has not been prepared
in accordance with the basis of preparation set out in Section 7 of this Prospectus and is not in accordance with the measurement
and recognition requirements (but not all of the disclosure requirements) of Applicable Accounting Standards and other mandatory
professional reporting requirements in Australia except for the measursment standards of AASE 121, which specifically relates to the
rranslation of the Proforma Balance Shest to a functional currency of Australian Dollars, as if the Proforma transactions set out above
had ocecurred af 31 UDecember 2006,

Our review has been conducted in accordance with Australian Auditing Standards applicable to review engagements and has been
limited fo the reading of relevant Board minutes, inquiries of management personnel, analytical procedures apglied to the financial
daia and certain limited verification procedures. We have aiso dsterminsd whether the Proforma transactions form a reasonable
basis for the preparation of the Proforma Balance Shest. These procedures do not provids all the evidence that would be required
in an audit, thus the isvel of assurance provided is less than that given in an audit. We have not performed an audit and accordingly,
we do not express an gpinion on the Proforma Balance Sheet.

3. REVIEW STATEMENTS

HISTORICAL FINANCIAL INFORMATION

Based on our review, which was not an audil, nothing has come o cur attention which would cause us io believe the Consolidated
Historical Financial Information of the Company set out in Section 7 of this Prospectus is not prepared in accordance with the
measuremeant and recognition requirements (but not all the disclosure reguiremenis) of Applicable Accounting Standards and other
mandatory professional reporting requirements, o present, the Consolidated Historical Financial Position of the Company as at 31
December 2006 and its performance as represenied by the Consolidaied Hisiorical Results of its Operations and ite Consclidated
Historical Cash Flows for the pericd ended 31 December 2006,

PROFORMA BALANCE SHEET

Based on our review, which was noi an audit, nothing has come to our aitention which would cause us to believe the Proforma
financial information as set out in Section 7 of this report;

a} Has not been prepared in accordance with the basis of preparation as set out in Section 7 of this Prospectus; and

b} is not applying the measurement and recognition requiremsnts {but not all of the disclosure requirements) of Applicable
Accounting Standards and other mandatory professional reporting requirements in Australia, except for the measurement
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standards of AASE 121, which specifically relatss to the translation of the Proforma Balance Sheet to a functional currency of
Austalian Doflars, as if the Proforma transactions set out in Section 7 had occurred ai that date.

4. SUBSEQUENT EVENTS

Since 31 December 2006 and to the date of this report the Company has incurred costs asscciated with the production of this
Prospectus and managing of the Company's assets.

Apart from the matters dealt with in this report and having regard to the scope of cur Beport, io the best of our knowledge and belief
there have been no maierial transactons or events cutside the ordinary business of the Company subseguent to 31 December 2006
which have come o our attention and reguire comment on or adjustment to the information referred to in our Report or that would
cause such information to be misleading or deceptive.

5. INDEPENDENCE AND BISCLOSURE OF INTEREST

Grant Thornton does not have any interast in the outcome of this issue other than for the preparation of this report and for acting as
auditors of the Company for which normal professional fess will be received.

The Company has agreed to indsmnify and hold harmisss Grant Thornton and its empioyess from any claims arising out of
misstatemants or omission in any material or information suppiied by the Company.

Consent 1o the inclusion of the Independent Accountant's Report in the Prospectus in the form and coniexd in which i appears, has
bsen given. At the date of this Report, this consent has not besn withdrawn.

Yours faithfally
GRANT THORNTON WESTERN AUSTRALIAN PARTNERSHIP

o L
i M, 1L

SEAN MCGURK

Partner
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Section 7 FINANCIAL INFORMATION

OVERVIEW

This Section contains historical information, provided on both an actual and pro-forma basis for Zambezi Besources Limited and its

controlled entities (the Group).
The historical financial information comprises -
* the consolidated Income Statement for the pericd from 1 April 2606 to 31 December 2006,
* the consolidated Balance Sheet as at 31 December 2006,
+ the consolidated Cashfiow Statemant for the period from 1 April 2006 to 31 December 2006;
+ the consolidated Statement of Changes in Equity for the period from 1 April 2066 to 31 December 2006; and
* the notes to the historical and pro-forma information.

The pro- forma financial information comprises:

+ the consolidated Balance Sheets of the Group proposed on the basis that the pro-forma transactions set out in the notaes

have occurred; and

+ the notes to the historical and pro-forma information.

7.1 CONSOLIDAYED HISTORICAL INCOME STATEMENT PERIOD FROM 1 APRIL 2006 TO 31 DECEMBER 2606

b
Operating income 86,264
Total income 86,264
Expenses (1,653,279}
Operating loss (1,567,015}
lncome tax expense 0
Loss after taxation for the financial year (1,567,015}
Loss aftrinutable o minority eguity interest 151,429
toss aftrinutabie to members of the Group (1,415,586}




7.2 BALANCE SHEET
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Proforma Proforma
Historical Consolidated Consolidated
Consolidated Minimum Subscription $15.0 M offer
MNote As at 31 Dec 2006 As at 31 Dec 2006 As at 31 Dec 2006
e $ &
Current Assets
Trade & other receivables 223,749 815,783 815,783
Prepayments 111,156 277,880 277.880
Cash 752 2,806,805 23,138,401 27,888,400
Total Current Asseis 3,141,710 24,233,074 28,983,073
Non Current Assets
Property, plart and egquipment 205,649 514,623 514,623
Mineral interests €.699,340 18,870,850 18,870,850
Total Non Current Assets 6,905,189 19,385,473 19,385,473
Total Assets 10,046,899 43,618,547 48,368,546
Current Liabilities
Trade and other payabies 878,547 921,368 921,368
Borrowings 3,688 8,983 2,983
Provisions 50,140 125,350 125,350
Total Current Liabilities 932,280 1,055,701 1,055,701
Non Current Liabilities
Borrowings 10,536 26,325 26,5320
Total Non Current Liabilities 10,530 26,325 26,325
Total Liabilities 942,810 1,082,026 1,082,026
Equity
lssued capital 753 1,238,690 50,115,510 54,865,510
Share premium resarve 753 10,286,065 G 8]
Reserves 107,678 269,185 269,195
Accumulated loss {3.694.071) (10,657,678} {10,657.678}
Parent interest 7,939,292 39,727,028 44,477,027
Minority interest 1,164,797 2,809,483 2,808,493
Total equity and liabilities 10,046,899 43,618,547 48,368,546
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7.3 CONSOLIDATED HiSTORICAL CASH FLOW STATEMENT

Period from
Note 1 April 2006 to 31 Dec 2006
g
Operating activities
Payments (o suppiiers and employees (1,566,904}
Interest received 86,264
Cash (outflows) from operating activities {1,480,730)
Investing activities
Payments for mineral properties {2.838,885)
Purchase of property, plant and equipmeant {84,632}
Proceeds from sale of property, plant and equipment 7,215
Cash (outflows)} from investing activities {2,818,302)
Financing activities
MNet cash generated from financing activities 4,618,080
Cash inflows from financing activities 4,018,090
Net {decrease) in cash and cash equivalents {380,942)
Cash at the beginning of the pericd 3,187,747
Cash at the end of the period 7.5.2 2,806,805




7.4 CONSOLIDAYED HISTORICAL STATEMENT OF CHANGES IN EQUITY
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Period from
Note 1 April 2006 to 31 Dec 2006
g
Issued Capital
Opening baiance 945,833
lssued during the period 292,857
Closing Balance 1,238,690
Share Premium Reserve
Opening balance 5,685,788
Premium on Shares 3,807,143
tess capital raising costs {105,936}
Closing Balance 10,286,995
Options & Warranis Reserve
Opening balancs 354,759
Mowvement during the period 70,618
Closing Balance 425,377
Accumulated Losses
Opening balance (2,278,485}
toss for the period (1,415,586}
Closing Balance (3,694,071)
Transiation Reserve
Opening balance {4,583}
{Loss) for the period {358,216}
Closing Balance {363,789)
Dijution Reserve
Opening baiancs 22,147
Bilution on the shareholdings 23,953
Closing Balance 46,100
Total Parent Interest 7,535,202
Minority Interest
Opening balance 1,164,627
Changes in minority interest 170
Closing Balance 1,164,797
Total Equity 8,104,08
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7.5 NOTES TO THE HISTORICAL AND PROFORMA FINANCIAL INFORMATIGN
7.5.1 Statement of Significant Accounting Policies
(a} Bases of preparation of financial information

The financial information has been prepared in accordance with the measorement but not all of the disclosure requirements of
Austraiian Accounting Standards and other mandaicry professional reporting requirsments in Austratia except for the measurement
standards of AASE 121, The Effects of Changes in Foreign Exchange Rates ("AASB1271"), which specifically relates {o the ranslation
of the Proforma Balance Sheet (o a functional currency of Australian Dollars. in the view of the Directors of Zambezi Besources
Limited {the "Company™), the omitted disciosures would provide no further relevant information to potential investors.

The proforma financial information inciudes proforma balance shests assuming the capital raising had taken place at 31 December
2006. Separats proforma balances sheets have been prepared on the basis of the capiial raising being fully subscribed and on the
basis that the mirimum subscription leveal is achisved,

(b} Principles of Consolidation

A controlled entity is any entity Zambezi Resources Limited has the power to control the financial and operating policies of so as o
obiain benefits from its activities,

All inter-company balances and transactions betwesn entities in the econcmic entity, including any unrsalised profits or losses, have
been eliminated on consolidation. Accounting policiss of subsidiaries have besn changed where necsssary 1o ensure consisienciaes
with those policies applied by the parent entity.

Whers controlisd entities have eniered or left the economic entity during the year, their operating results have been included/
exciudsd from the daie control was obtained or until the date of control ceased.

Minority equity interests in the equity and resulis of the entities that are conirolled are shown as a separate item in the consolidated
financial report. Minority interesis consist of the amount of those interests at the date of the original business combination and the
minority's share of changes in eguity since the date of the combination. Losses applicable to the minority in excess of the minority's
interest in the subsidiary’s equity are allocated against the interests of the Group except to the exient that the minority has a binding
obligation and is able to make an additional invesiment (o cover the iosses.

{c) income Tax
The charge for current income tax expenses is based on the profit for the period adjusted for any non-assessable or disallowed

items. It is calculated using tax rates that have been enacted or are substantively enactad by the balance sheet date.

Daferred tax is accountad for using the balance sheaet liability method in respect of temporary differences arising between the tax
bases of agsets and labilites and their carrying amounts in the financia! statements. No deferred income tax will be recognised from
the initial recogniton of an asset or liability, excluding a business combination, where there is no effect on accounting taxabie profit
or loss.

Daferred tax is calculated at ths tax rates that are expecied 1o apply to the period when the asse! is realised or liability is seftisd.
Daterred tax is credited in the income slatement except where i refates to items that may be credited directly 1o equity, in which case
the deferred tax is adiusied directly against squity.

Daferred income tax assets are recognised © the extent that it is probabie that future tax profits will be availabie against which
deductibie femporary differences can be ilised.

The amount of benefits brought to account or which may be realised in the future is based on the assumption that no adverse change
will occur in income taxation legislation and the anticipation that the economic entity wili derive sufficient fuiure assessable income
to enable the benefii to be realised and compily with the conditions of deductibility imposed by the faw.

{d} Property, Plant and Equipment

Fach class of property, plant and equipment is carried at cost less, where applicable, any accumulated depraciation and impairmeant
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The carrying amount of property, plant and equipment is reviewed annually by directors to ensure it is not in excess of the recoverable
amount from these assets. The recoverable amount is assessed on the basis of the expectsd net cash flows that will be received
from the assets employment and subssguent disposal. The expected net cash fiows have been discounted to their presant values
in determining recoverable amounts.

The cost of fixed assets constructed within the economic entity includes the cost of materials, direct labour, borrowing costs and an
appropriate proportion of fixed and variable overhaads.

Subsequent cosis are included in the assst's carrying amount or recognised as a separate asset, as appropriate, only whan it is

probabis that fulure economic benetiis associated with the iterm will fiow to the group and the cost of the item can be measurad refiably.
All other repairs and maintenance are charged to the income statement during the financiat period in which they are incurred,

Depreciation
The depreciable amount of all fixed assets including building and capitalised lease assets, but exciuding freshold land, is
depreciated on a straight line basis over their useiul lives 1o the economic entity commencing from the time the asseat is held ready

for use. Leasehoid improvements are depreciated over the shorter of sither the unexpired period of the isase or the estimaied useiul
live of the improvemeants.

The depreciation rates used for each class of depreciable asssis are:

Class of Fixed Asset Depreciation Rate
b easehold improvements B0%
Computers & Office Equipment 33.33%
Otfice Furniture 33.33%
Motor Vehicles 33.33%
Flant & Equipment 33.33%

The assets’ residual values and useful lives are reviewsd, and adjustad if appropriaie, at each balance sheet date.
An asset’s carrying amount is written down immediately (o its recoverable amount if the asset's carrying amount is greater than its

astimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These gains or losses are included
in the income statement. When revalued assets are sold, amounts inciuded in the revaluation reserve relating o that asse! are
transterred to retained earnings.

(8} Exploration and Evaluation Expenditure

Exploration and evaiuation expenditure incurred is accumulated in respect of sach ideniifiable area of interest. These costs are
only carried forward to the extent that they are expected to bs recouped through the successful development of the area or where
actvities in the area have not yat reached a slage that permits reasonable assessment of the exisience of economically recoverable
reserves.

Accumulated costs in relation to an abandoned area are written off in fudl against profit in the pericd in which the decision to abanden
the area is made.

When production commences, the accumulated cosis for the relevant area of interest are amortissd over the ife of the area according
o the rale of depletion of the economically recoverable reserves,

A regular review is undertaken of each area of interest (o determine the appropriateness of continuing to carry forward costs in
relation to that area of interest.

(f} Leases
teases of fixed assets whers substantially all the risks and benefits incidental 1o the ocwnarship of the asse!, but not the legal

ownarship that are transferred to entities in the economic entity, are classified as finance leases.



o
PR Resources Lid

Finance leases are capitalised by recording an assst and a liability at the lowsr ¢f the amounts equal o the fair valug of the lease
property or the present valus of the minimum lease payments, inciuding any guaranieed residual values. Lease paymenis are
allocated between the reduction of the leass lability and the lsase interest for the period,

L eased assets are depreciated on a siraight-ling basis over the shorier of their sstimated useful lives or the isase term,
Lease payments for operaling leases, where substantially all the riske and benefits remain with the lessor, are charged as expenses
in the periods in which thay are incurred.

Lease incentives under operaliing isases are recognised as a liability and amortised on a siraighi-line basis over the lite of the lzase
ferm.

(g} Financial Instruments
Recogrmition

Financial instruments are initially msasured at fair value on trade date, which includss transaction cosis, when the related coniraciual
rights or obligations exist. Subsequent to inital recognition these instruments are measured as sat out below.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determirable paymenis that are not guotsd in an active
market and are stated ai amortised cost using the effactive interest raie method.

Available-for-sale financial asseis

Availabis-for-sale financial assets include any financial assets not included in the above calegories. Availabie-for-sale financial
aseets are reflected at fair vaiue. Unrealised gains and losses arising form changes in fair value are isken directly to equity.

Financial liabilities

MNon-derivative financial lisbilities are recognised at amortised c©ost, comprising original debt less principal payments and
amortisation.

Derivative instruments

Derivative instruments are measured at fair value. Gains and losses ariging from changes in fair value are taken to the income
staiement unless they are designated as hedgss.

Fair value

Fair value is determined based on current bid prices for alt quoted investmenis. Valuation techniques are applied to defermine the
fair value for aif unlisted securities, including recent arm's length transactions, reference to similar insiruments and option pricing
models.

Impairment

At mach reporting date, the economic entity assesses whether there is objective evidence that a financial instrument has been
impaired. In case of available-for-sale financial instruments, a prolonged decling in the value of the instrument is considerad o
datermins whether impairment has arisen. Impairment losses are recognissd in the income statemeant.

(h) Impairment of Assets

At each reporting date, the economic entity reviews the carrying values of its tangibie and intangibie assets to dstermine whether
thare is any indication that those assets have bsen impaired. If such an indication exists, the recoverable amount of the asset, being
the higher of the asset's fair value less costs o sell and value in use, is comparaed to the asset’s carrying value. Any excess of the
aseel’s carrying value over its recoverable amount is expensed fo the income statement.

Impairment testing is performed annually for goodwill and tangible assets with indefiniie lives.

Where it is not possibie {o estimate the recoverabie amount of an individual asset, the Group estimates the recoverabis amount of the
cash-generating unit to which the asset belongs.
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(6} Foreign Currency Transactions and Balances

Functional and prasentation currency

The functional currency of each of the Group's entities is measured using the currency of the primary economic environment in which
that eniity operates. The consclidated historical financial statemenis are presented in Pounds Sterling which is the parent entity's
functionat and presentation currency. The Proiorma financial statements are presentad in Australian Dollars which is the parent
eniity's anticipaied functional and pressntation currency post PO,

fransaction and balances

Foreign currency transactions ars transiated into functional currency using the exchange rates prevailing at the daie of the
fransaction. Foreign currency moneiary iems are ranslated at the period-ending exchange rate. Non-monetary items measured at
hisiorical cost coniinue to be carried at the exchange rate at the date of transaction. Non-moenetary items measured at fair value are
reported at the exchange rate at the date when fair values were determined.

Exchange differences arising on the fransition of monetary iterns are recognised in the income statement, except where deferred in
equity as a qualifying cash flow of net investmant hadgs.

bxchange differences arising on the transiation of non-monetary items are recognised directly in equity to the exient that the gain or
loss is directly recognissed in equlity, otherwise the exchange difference is recognised in the income statement.

Group companies

The financial results and position of foreign operations whose functional currency is different from the Group's preseniation currency
are franslated as iollows:

+ The historical and proforma consolidated financial statemeni assets and liabiiities are translated at pericd-ending exchange rates
prevailing ai that reporting dats;

+ The historical consclidated financial statement income and expenses are transiated at average exchange rates for the period;
and

* The proforma consotidated financial staternent income and aexpenses are translated at £0.40:$1AUD exchange rates for the
period; and

+ Retained earnings are translated at the exchangs rales prevailing at the date of the transaction for the historical consolidated
financial statements and at the rate of £0.4G:81AUD for the proforma consolidated financial siatements.

(i} Employee Benefils

Provision is made for the Group's liability for employee benefits arising from services rendered by employses to balance date.
Employee benefils that are expected to be settled within one year have been measured at the amounis expected to be paid when
the liability is settlsd, plus related on-costs. Employee benefiis payable |atsr than one year have been measured at the present value
of the estimated future cash oulflows to be made for those benefits.

(k) Provisions

Provisions are recognised when the Group has a legal or constructive obligaiion, as a result of past events, for which it is probable
that an cutflow of economic benefits will result and that outflow can be reliably measured. The amount recognised as a provision
is the best estimate of the consideration required to settie the present obligation at the balance sheet date, laking into account the
risks and uncertainties surrounding the cbligation. Whers a provision is measured using the cash flow estimated to settie the present
obligation, its carrying amount is the present vaiue of those cash flows.

(!} Cash and Cash Fquivalents

Cash and cash sguivalents includes cash on hand, deposits held at calt with banrks, other short term highly liquid investments with
original maturitiss of thres monihs or less, and bank overdrafts. Bank overdrafis are shown within borrowings in curreni liabilittes on
the balance sheet,

L)



(m) Revenue

Interest revenue is recognised on a proportionat basis taking into account the interest rates applicable to the financial assets.
Revenues from the rendering of a service is recognised upon the delivery of the sarvice to the cusiomers.

All revenue is siated net of the amount of goods and services.

{n} Share-bassd Paymesnts

Equity-settled shars-based payments to employess and others providing similar services are measured at the fair value of the eguity
instrumeant at the grant date. Fair vaiue is measured by use of the Black Scholes model.

The fair value determined at the grant daie of the equity-setiied shars-based payments is expenses on a straight line basis over the
vesting period, based on the Group's estimate of shares that will eventually vest.

Equity-settled share-based payment transaciions with other parties are measured at the fair value of the goods and services received,
except where the fair vaiue cannot bs estimated refiably, in which case they are measured at the fair vaiue of the equity instrumenis
granted, measured at the date the entity obtains the goods or the counierparty renders the service.

fo} Comparative Figures

When required by Accounting Standards, comparative figures have been adjusted to conform to changes in presentation for the
current financial period.

7.5.2 Cash
Proforma Proforrma
Historical Consolidated Consolidated
Consolidated Minimum Subscription 15 M Offer
As at 31 Dec 2008 As at 31 Dee 2006 Asg at 31 Dec 2006
g & 8
Cash 2,806,805 23,139,401 27,889,400

7.5.3 Beconciliation of Issued Capiial

Historical Proforma Consolidated
Consotidated

As at 31 Dec 2008

Minimum Subscription
As at 31 Dec 2008
Share Pramium

issued Capital Share Premium issued Capital

# lssued £ £ # lesued 5 %

At 1 April 2006 B4,583,334 945 B33 5,585,788 94,583,334 2,364,682 16,464,470
Capital Raising at £0.14 / $0.34 share 15,000,000 150,000 1,956,000 15,000,000 375,000 4,875,000
Share issue costs - - {105,936} - - {264,840}
Capital Raising at £0.14 / $0.34 share 14,285,715 142,857 1,857,143 14,285,715 357,143 4,642,858
123,869,049 1,238,690 10,286,985 123,869,048 3,096,725 25,717,488

Capital Raising at £0.18 / $0.45 share 21,648,060 216,490 3,680,339 21,649,050 8,742,073 -
Share issue cosis - {119,407) - - {208.519) -
Capital Raising at £0.16 / $0.40 share 5,153,847 51,538 938,462 6,153 .847 2,500,000 -
PO Haising at $0.45 per share - - - 22,222,222 10,000,000 -
Share issue cosis - - - - {642.257) -
Reclassification required under AIFRS - - - - 25,717,488  {25,717.488}
151,671,946 1,397,311 14,905,796 173,884,168 50,115,510 -

82



7.5.4 Beconciliation of Options

Historical

Proforma
Consolidated
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Proforma
Consolidated

Consolidated Minimum Subscription 15 M Offer

As at 31 Dec 2008 As at 31 Dec 2006 As at 31 Dec 2006

e $ 5
Options outstanding at 1 April 2006 4,510,000 4,510,600 4,510,000
Granted during the period 1o 31 Dec 2006 1,245,000 1,240,000 1,240,000
Options outstanding and exercisable 5,750,000 5,750,000 5,750,000

7.5.5 Basis on which the Proforma Balance Sheet has been prepared

The Proforma Balance Sheet of the Company following the capital raising have been prepared for llustrative purposes only (o show

the effect of the transactions set out below,

The Proforma Balance Sheet, because of its nature, may not give a true picture of the financial position of the Company. 1t is based

on the historical financial siaterments as coniained in this prospectus and adjusted for the transactions as described balow:

Proforma Consolidated
$15 M Offer
As at 31 Dac 2008
issued Capital Share Premium

# Issued 5 &
94,583,334 2,364 582 16,464,470
15,000,000 375000 4875000
- - (264.840)
14,285,715 367143  4.642.858
123,869,049 3,086,725 25,717,488
21,649,050 8,742 073 -
- {258,519} -
6,153,847 2,500,006 -
33.333.333 15,000,006 -
- {Bo2.25T) -
- 25717488 (25,717.488)
185,005,278 54,865,510 -
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a} Proforma $15 million offer

BALANCE SHEET
Historical Transiation Consolidated Proforma
Consclidated to Austratian Proforma Consolidated
As at 31 Dec 2006 Dollars* Adjustmenis®  As at 31 Dec 2006
Note £ & 3
Current Assets
Trade & other receivables I 223,749 559,373 256,410 815,783
Prepayments 111,1bg 277 8520 - 277.880
Cash a 2,806,805 7.017.013 20,872,387 27,889,400
Total Current Assets 3,141,710 7,854,276 21,128,797 28,983,073
Non Current Assets
Froperty, plant and equipment 205,849 514,623 - 514,623
Mineral interests d 5,699,340 16,748,350 2,122,500 18,870,850
Total Non Current Assets 6,905,189 17,262,973 2,122,500 19,385,473
Total Assets 10,046,899 25,117,249 23,251,297 48,368,546
Current Liabilities
Trade and other payabies & B78.547 2,196,368 {1.275,000) 971,368
Borrowings 3,583 8,883 - 8,963
Provisions 50,1490 125,350 - 125,350
Totat Current Liabilities 932,280 2,330,701 {1,275,000) 1,055,701
Non Current Liabilities
Borrowings 10,530 26,325 - 26,5320
Total Non Current Liabilities 10,530 26,325 - 26,325
Total Liabilities 942,810 2,357,026 {1,275,000} 1,082,026
Equity
lssued capital b 1,238,690 3,096,725 51,768,785 54,865,510
Share premium resarve f 10,286,805 25,717 488 (25,717 488} 8]
Reserves 107678 269,195 - 269,195
Accumulated loss ¢ {3.694,071} {9.235178) {1,422 500} {10.657.678)
Parent interest 7,939,292 19,848,230 24,628,797 44,477,027
Minority interest h 1,164,797 2,911,993 {102,500} 2,808,493
Total equity and liabilities 10,046,899 25,117,249 23,251,297 48,368,546

“The Consclidated Proforma adjusiments and the Historical Consolidated information as at 31 December 2006 have been translated

from British Pounds to Australian Doliars using an exchangs rate of £0.40: $1AUD

L
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The Proforma Balance Sheet has been prepared as if the following fransactions had taken place as at 31 Decsmber 2006

+ Ths issus of 33,333,333 ardinary shares at 45 cenis per share

+ The paymant and recognition directly into equity of costs incurred by the company in relation to the capital raising estimated o

be $892,257

+  The grivate placement of 21,649,080 shares at 45 cents per share

+ Ths recognition directly into equity of cosis incurred by the company in refation 1o the capital raising estimated to be $298,519.

+ Ths private placement of 8,153,847 shares at 40 cents per share

+  Payment of advanced driiing cosis of $256,410.

e £2,122 500 in exploration and evatuation expenditure being capitalised

+ Net expenses incurred in the profit and loss of $1,525,00C being incurred.

*«  Minority interest movements of $102,500.

+ Repaymeant of accounts payables of $1,275,000.

+ Reclassification of the Share Premium Account 1o Issued Capital to conform with AIFRS, under which shares have no par value.

Except for the matters described above, no adjustments have been mads for events or transactions that have laken place since 31

Dacaember 2006,

a} Reconcifiation of adjustments lo Cash

3
Balance as at 31 December 2006 7.017.013
Proceeds from Share issue (33,333,333 shares} 15,000,000
Share issuance costs {892,257}
Proceeds from Share issue {21,649, 050 shares) 9,742,073
Share issuance costs {298,519}
Proceads from Share Issue (6,153,847 shares) 2,600,000
Briliing Advance {256,410}
Capitalized expioration and evaluation assets (2,122,500}
Net expenses incurred (1,625,000}
Repayment of 31 December 2006 accounts payabie 1,275,000}
Proforma cash balance as at 31 December 2006 27,889,400
b} Keconciiiation of issued Capifal

3
Balance as at 31 December 2006 3,096,725
Proceeds from Share issue (33,333,333 shares} 15,000,000
Share issuance costs {B9Z2,257}
Proceeds from Share issue {21,649, 050 shares) 9,742,073
Share issuance costs {298,519}
Proceads from Share Issue (6,153,847 shares) 2,600,000
Reclassification of share premium account (o issued capita 25,717,488
Proforma Issued Capital as at 31 December 2006 54,865,510
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¢} Reconciliation of Trade and other receivables

3
Balance as at 31 December 2006 559,373
Briliing Advance 256,410
Proforma Trade and other receivables at 31 December 2006 815,783
d} Reconciiation of Mineral inferests

3
Balance as at 31 December 2006 16,748,350
Capitalized expioration and evaluation assets 2,122,500
Proforma Mineral Interesis at 31 December 2006 18,870,850
e} Reconcifiation of Trade and other payables

3
Balance as at 31 December 2006 2,196,368
Repayment of 31 December 2006 accounts payabie 1,275,000}
Proforma Trade and other payables at 31 December 2006 921,368
f} Heconciliation of Share premium reserve

3
Balance as at 31 December 2006 25,717,488
Reclassification of share premium account o issued capital account {25,717.488}
Proforma Share premium reserve at 31 December 2006 ]
g} Reconcifiation of Accumulated loss

3
Balance as at 31 December 2006 (9,235,178}
Net expenses incurred (1,422,500}

Proforma Accumulated loss at 31 December 2006

(10,657,678)

h} Reconcifiation of Minority interest

3
Balance as at 31 December 2006 2,911,993
Minority interest movement {102,500}
Proforma Minority Interest at 31 December 2006 2,805,493




b} Proforma $10 million offer
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BALANCE SHEET
Historical Transiation Consolidated Proforma
Consclidated to Austratian Proforma Consolidated
As at 31 Dec 2006 Dollars* Adjustmenis®  As at 31 Dec 2006
Note £ & 3
Current Assets
Trade & other receivables I 223,749 559,373 256,410 815,783
Prepayments 111,1bg 277 8520 - 277.880
Cash and cash eguivalents a 2,806,805 7.047,013 16,122,388 23,139,401
Total Current Assets 3,141,710 7,854,276 16,378,798 24,233,074
Non Current Assets
Froperty, plant and equipment 205,849 514,623 - 514,623
Mineral interests d 5,699,340 16,748,350 2,122,500 18,870,850
Total Non Current Assets 6,905,189 17,262,973 2,122,500 19,385,473
Total Assets 10,046,899 25,117,249 18,501,298 43,618,547
Current Liabilities
Trade and other payabies & B78.547 2,196,368 {1.275,000) 971,368
Borrowings 3,583 8,883 - 8,963
Provisions 50,1490 125,350 - 125,350
Totat Current Liabilities 932,280 2,330,701 {1,275,000) 1,055,701
Non Current Liabilities
Borrowings 10,530 26,325 - 26,5320
Total Non Current Liabilities 10,530 26,325 - 26,325
Total Liabilities 942,810 2,357,026 {1,275,000} 1,082,026
Equity
lssued capital b 1,238,690 3,096,725 47,018,785 50,115,510
Share premium resarve f 10,286,805 25,717 488 (25,717 488} 8]
Reserves 107678 269,195 - 269,195
Accumulated loss ¢ {3.694,071} {9.235178) {1,422 501} {10.657.678)
Parent interest 7,939,292 19,848,230 19,878,797 39,727,027
Minority interest h 1,164,797 2,911,993 {102,500} 2,808,493
Total equity and liabilities 10,046,899 25,117,249 18,501,298 43,618,546

* The Consclidated Proforma adjustmeants and the Historical Consolidated Information as at 31 Decesmber 2006 have been translated

from British Pounds to Australian Doliars using an exchangs rate of £0.40: $1AUD

LT



“eResources Lig

The Proforma Balance Sheet has been prepared as if the following fransactions had taken place as at 31 Decsmber 2006

+« Ths issus of 22,222,227 ardinary shares at 45 cents per share

+ The paymant and recognition directly into equity of costs incurred by the company in relation to the capital raising estimated o

be $642,257

+  The grivate placement of 21,649,080 shares at 45 cents per share

+ Ths recognition directly into equity of cosis incurred by the company in refation 1o the capital raising estimated to be $298,519.

+ Ths private placement of 8,153,847 shares at 40 cents per share

+  Payment of advanced driiing cosis of $256,410.

e £2,122 500 in exploration and evatuation expenditure being capitalised

+ Net expenses incurred in the profit and loss of $1,525,00C being incurred.

*«  Minority interest movements of $102,500.

+ Repaymeant of accounts payables of $1,275,000.

+ Reclassification of the Share Premium Account 1o Issued Capital to conform with AIFRS, under which shares have no par value.

Except for the matters described above, no adjustments have been mads for events or transactions that have laken place since 31

Dacaember 2006,

a} Reconcifiation of adjustments lo Cash

3
Balance as at 31 December 2006 7.017.013
Proceeds from Share lssue {22,222 222 shares) 10,600,000
Share issiance costs {642,257}
Proceeds from Share issue {21,649, 050 shares) 9,742,073
Share issuance costs {298,519}
Proceeads from Share [ssus (6,153,847 shares) 2 500,000
Briliing Advance {256,410}
Capitalized expioration and evaluation assets (2,122,500}
Net expenses incurred (1,625,000}
Repayment of 31 December 2006 accounts payabie 1,275,000}
Proforma cash balance as at 31 December 2006 23,139,400
b} Keconciiiation of issued capital

3
Balance as at 31 December 2006 3,096,725
Proceeds from Share lssue {22,222 222 shares) 10,600,000
Share issusancs costs {642,257}
Proceeds from Share issue {21,649, 050 shares) 9,742,073
Share issuance costs {298,519}
Proceads from Share Issue (6,153,847 shares) 2,600,000
Reclassification of share premium account to issued capital account 25,717,488
Proforma Issued Capital as at 31 December 2006 50,115,510




¢} Reconciliation of Trade and other receivables
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$
Balance as at 31 December 2006 559,373
Titeline Drilling Advance 256,410
Proforma Trade and other receivables at 31 December 2006 815,783
di Reconciliation of Mineral Interests

$
Balance as at 31 December 2006 16,748,350
Capitalized expioration and evaluation assets 2,122,500
Proforma Mineral Interests at 31 December 2006 18,870,850
e} Reconchiation of Trade and other payables

$
Balance as at 31 December 2006 2,196,568
Repayment of 31 December 2006 accounts payabie 1,275,000}
Proforma Trade and other payables at 31 December 2006 g21,368
f} Heconciliation of Share premium reserve

$
Balance as at 31 December 2006 25,717,488
Reclassification of share premium account to issued capital account (25,717,488}
Proforma Share premium reserve at 31 December 2008 o
g} Reconcifiation of Accumulated loss

$
Balance as at 31 December 2006 (9,235,178}
MNet expanses incurred {1,422 500}

Proforma Accumulated toss at 31 December 2006

(10,657,678)

h} Reconcifiation of Minority interest

$
Balance as at 31 December 2006 2,911,993
Nat Expenses {102,500}
Proforma Minority Interest at 31 December 2006 2,808,483

7.5.6 Subsequent Events

Since 31 December 2006 and fo the date pf this report the Company has incurred costs associated with the production of this

Prospectus and managing of the Company's assets.

On 21 May 20G7, the Company entered into a Heads of Agreement with Zambezi Nickel Lid {ZN1} to enter into a Joint Venture under

which ZN| can sarn an eguity interest in the Company's subsidiaries controlling dranium rights over four Zambian Prospecling

Licenses,
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Section 8 RISK FACTORS

8.1

8.2

Introduction

The risk factors which should be taken into account in assessing the Company's activities and investment in the Company
include, but are not necessarily limited to, those set out below. Prospective investors should carsfully consider the following
factors, among others, affecting the proposed activities of the Company prior to making an investmeant thersin, as weil as other
matters set forth elsewhere in this documant. The exploration and development of natural rescurces is a speculative activity that
invelves a high degree of financial risk. An investment in the Company may not be suitabie for all recipisnts of this document.

Risk Factors
{a) Genaeral Fconomic Risks

Share market conditions, particidarly those affecting mining and exploration companies, may affect the ultimate value of the
Company's share price regardless of operating performance.

The price of copper and gold is infiuenced by physical and investmant demand and supply. Fluctuations in the copper and
gold prices may influence individual projects in which the Company has an interest.

The Company couid be aifected by unforeseen svents cutside its control including, inter alia, natural disasters, terrorist
attacks and political unrest andfor government legisiation or policy, particularly in connection with environmental issuss
which may interrupt or prevent exploration, mine devslopmant or production cperations.

General economic conditions may affect interest rates and inflation rates. Movemenis in these rates will have an impact on
the Company's cost of financing.

{b) Trading and Liguidity in the Company's Shares

Aninvestment in the securities of the Company is highly speculative and subject to a high degree of risk and only those who
can bear the risk of the enfire loss of their investment should invest,

Bach prospective invesior should view his purchase of Shares as a long-lerm invesiment and should not consider such
purchase unless he is certain he will not have to liguidate his investment for an indefinite pericd of time.

Investors may realise less than their original investment, or sustain a total loss of their investment.

{c) Baising of Fuiurs Funds and Growth of the Company
The Company will require additionat financial resources to continue funding its future expansion. The Company may in
the future raise additional funds through public or private financing. No assurance can be given that any such additional
financing wili be available or that, if availlable, it will be available on terms favourabie (o the Company or its Shareholders.

MNotwithsianding statutory subscription rights, if additional funds are raised through the issue of equity securities, the
perceniage ownership of then current Sharehoiders of the Company may be reduced and such securities may have righis,
preierences or privileges senior to those of the hoiders of the Company's Shares.

If adequate funds are not available 1o satisty eithar short or long-term capital reguirements, the Company may be required
to limit its operations significantty.

There can bs no assurance that the Company will be abls to manage effectively the expansion of iis operations or that the
Company’s current personnal, sysiems, procedures and controls witl be adsquats to support the Company's operations. Any
failure of management to manage effectively the Company's growth and development could have a malerial adverse effact
on the Company's business, financial condition and results of gperations.

The Company’s future resulis will depend in part on management's ability to manage growih, which will require, among other
things, continued development of the Company's financial and management controls, and its ability o expand, manage
and train its empioyee bass. There is no certainiy therefore that all or, indeed, any of the elements of the Company’s cumrant
siratsgy will develop as anticipated and that the Company will be profitabla,

The Company is highly dependent on the Uireciors. Whilst the Board has sought to and will continue o ensure that
Dirsctors and any key empicyees are appropriately incentivised, their services cannot be guaraniesd. The Group has a
small managemeni team and the loss of one or more executive Directors may have an adverse effect on its operational
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performance and growih plans. The continued involvement of key empioyees, consultants and Directors is not assured, and
the loss of their services to the Company may have a matsrial adverse effect on the performance of the Company.

{d) Exploration and Production Risks

Expioration and production are endeavours which may be hampered by mining, heritage, community and environmental
legislation, industrial disputes, cost overruns, land claims and compensation, and other unforeseen evenis.

The success of the Company also depends on the dslineation of sconomically mineable reserves, access 1o reguired
development capital, movements in the price of copper and gold, securing and maintaining title 1o its exploration tenemenis
and obtaining s consents and approvals necessary for the conduct of its exploration and mining activities.

The Company’s success is also depsndent upan it being abie 1o atfract adeguatsly resourced and compeient jpint venture
partners 1o assist the Company in iis expioration strategy and the development of any economically viable reserves.

Expioration may be unsuccessful, resuliing in a reduction of the valus of those tensments, diminution in the cash ressrves of
the Company and possible relinquishment of the exploration isnements.

Whether or not income will resalt from projects undergoing exploration, development and production programmes depends
on successiul establishment of mining operations. Faciors including cosis, actual mineralisation, consistency and reliabitity
of ore grades, and mineral prices affect successful proiect development, as does the design and constroction of efficient
processing facilities, compelent operation and managemeant and prudent financial administration, including the availability
and reliabiiity of appropriately skilled and experienced consuliants.

{@) Joint VYeniure Hisk

The Directors are unable to predict the risk of financial failure, non compliance with obligations or defaudt by a participant in
any joint ventura to which the Company is, or may become, a party.

As stated sisewhere in this Prospectus, the Company is party to two joint venture agreements with Glencore. The Company's
budget plans are based on the assumption thal Glencore makes the full contributions to the joint verture as set out in the
icint venture agreements and if Glencore does not continue with the joint venture, the Company will need to find other joint
veniure partners to fund the budgsted expenditure.

Envircnmentat Risk

The Company's Zambezi tenement, which contains the Chakwenga gold prospect and part of the Cheowa-Neningombwe
prospect, and the Kangaluwi-Chisawa copper project, falls within the Lower Zambezi National Park. The Zambian governmenit
allows exploration in both National Parks and Game Management Arsas. The prograssion from a Prospecting Licence o
a Mining Licence reguires the provision of an Environmental Management Plan ("EMP™} and an Environmenial lmpact
Statement {("E1S"). It is expected that the granting of a Mining Licence within the National Park wilt require a more rigorous
environmental assessment process prior 0 a mine permit being granted. The Directors accordingly considser prospects
contained within the Naticnal Parks (o have an inherenily higher environmential rigk than the remaining tenemeants.

Expioration and production activities have becoms subject to increasing environmental responsibitity and liability. Zambezi
will seek to operate in accordance with the highest standards of environmenial practice, however, the poiential for liability is
an ever present risk,

Environmentad legislation may change in a manner that may require stricter standards and a heightened degres of
responsibility for companiss and their directors and employses. There may alsc be unforeseen snvironmenial liabilities

resulting from exploration and mining activities and these probiems and liabilities may be costly to remedy.

The Company, as a participant in mining activiies, may become subiect o liabiity from hazards that cannot be insured
against or against which it may elect not to be insured because of high premium costs or other reasons. The Company may
incur liabitities to third parties (in excess of any insurance cover} arising from pdllution or other damage or injury.

The Company is currently mitigating against this aspect of risk by undertaking stakeholder negotiations which includes
limison with non government donor organisations and relaied government organisations.
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{g) Country Risk

Zamberzi's assets ars located in Zambia, which introduces both sovereign and Zambian domestic economic risk issues (o
investors investing in the Company's Shares. investors in Zambezi should however be aware of the specific country risk
issues associated with Zambia.

HIV/AIDS is prevalent in eastern and southern Africa. As a Zambian opsrating company, Zambezi will be exposed 1o the risks
associated with operating in such an environment. The Company has an active awareness programme and participates in
local HIVIAIDS awareness campaigns.

{R} Enforcament of Judgments

As the Company is a Bermuda sxempted company, the rights of Shareholders will be governed by Bermuda law and the
Company's Memorandum of Association and Bye-laws. The rights of Shareholders under Bermuda law may differ from the
rights of sharehoiders of companies incorporated in ofher iurisdictions. One of the Birectors and some of the named experts
referred to in this document are not residenis of Australia and all of the Company's assets are located outside of Australia.
As aresult, it may be difficult for investors 1o effect service of process on those persons in Ausiralia or to enforce in Auskalia
iwdgmenis obiained in Australian courts against the Company or those persons who may be liable under Australian law. The
current position with regard to enforcement of judgments in Bermuoda is set out below but this may be subject to change.

A final and conclusive judgment of a foreign court against the Company, under which a sum of money is payable {not being a
sum of money payable in respect of taxes or other charges of a like nature, in respect of a fine or other penaity, or in respect
of muitipie damages as defined in The Protection of Trading Interests Act 1981} may be enforceabls in Bermuda if the
foreign court is situaied in a country to which The Judgmenis (Reciprocal Enforcement) Act 1858 (the "1958 Act") applies.
The procedure provided for in the 1958 Act most be foliowed if the 1958 Acl applies. The 19568 Act appliss to the Ausiralia.
Under the 1958 Act, a judgment obtained in the superior courts of a territory to which it applies would be enforced by the
Supreme Court of Bermuda withoui re-examination of the merits of the case provided that:

{a} the judgmsnt is finai and conclusive, notwithetanding that an appeal may be pending against it or it may stili be subject
to an appeal in such country;

{0} the judgment has not been given on appeal from a court which is not a superior court; and

{c} the judgment is duly registerad in the Supreme Court of Bermuda in circumstances in which s registration is not fabie
thereafter to be sel aside.

Under Seclion 3(4} of the 1958 Act, the registration of such a court’s judgment in the Supreme Court of Bermuda invoives
the conversion of the judgment debt into Bermuda doliars as of the date of the foreign court's judgment, but the BMA has
indicated that #s present policy is to give the consenis necessary for any Bermuda dollar award made by the Supreme Court
of Bermuda as aforesaid to be recoversd in exigrnal currency.

No starnp duty or similar or othsr tax or duty is payable in Bermuda on the enforcement of a forsign judgment. Coust fees will
be payabie in connection with procesedings for enforcement.

BMA Approval

The consent of the BMA is required for all issues of shares io persons who are non-residents of Bermuda for exchange
control purposes. The BMA's consent is also required for subsequent transfers of issued shares of the Company. Pursuant o
the Notice to the Public issued by the BMA on 1 June 2005 (the "Gensral Permission™), general permission has been given
“Appointed Stock Exchange”, which includes AlM and ASK, where Equity Security means a share which entities the holder (¢
vote for or appoint one or more directors or a security which by its terms is convertible inio a shars which entities the holder
to vote for or appoint one or more directors. Approvals or permissions given by the BMA do not constitute a guaraniee by the
BMA as to the Company’s performance or credit worthiness. Accordingly, in giving such consent or permissions, the BMA
shall not be liable for the financial soundness, performance or default of the Company's business or for the correctness of
any opinions or statements expressed in this document.
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{iy Legislative Changes
Changes in government regulations and policies in Zambia, Bermuda or eissewhere may adversely affect the financial or
other performance of the Company.

{k} Retenticn of Key Business Relationships
The Group redies significantly on strategic relationships with other enfities and also on good relationships with regulatory
and governmenial departments. The Group also relies upon third parties to provide essential contracting services. There
can be no assurance that its existing refationships wil continue to be maintained or that new cnes will be successfully
formaed and the Group couid be adversely afiected by changes to such relationships or difficuities in forming new onas.

Any circumstance, which causss the early termination or non-renswat of one or more of these key business alliances or
contracts, could adversely impact the Group, its business, operating resuits and prospects.

Varicus aspects of the Company's future performance and profiabiiity are dependent on the outcome of future negotiations
with third parties. The Group's interests may in future be held in & joint venture and, in some cases, a joint veniure partner
may be the manager of the jcint venture. in thess situations the joint venture dacision may not accord with the Group's stated
plan. Currently the Company has in place contracts with drillers, transport grouns and faboratories to facilitate and maintain
a level of gperations with regard 1o planned exploration.

{I} Licences

White the Directors have no reason to believe that the existence and extent of any of the Group's properties are in doubt, title
to mining properties is subject o potential litigation by third parties claiming an interest in them. The Directors of Zambezi
have identified fifteen Small Scate Mining Leases ("SML"} and one Prospecting Licence within the Zambezi tenement
portictio. Eight of the SML's are subject to Memoranda of Undersianding betwesn the holders and Mwembeshi Resources
Limited {Zambezi's Zambian subsidiary, "Mwsmbeshi"} . and on two others, Mwembeshi is in the process of entering
Memoranda of Undersianding with the holders. Three of the SMES and the Prospecting Licence wers in place prior (o the
grant of Mwembeshi's tenements. Mwembeshi has raised objections to the granting of two further SMLs and awaits the
outcome of this process. The total ares of the identified SMLs is less than 1% of the total tenement area heid by Zambezi,
and no SkALs have been identified within Zambezi's major project areas al Cheowa and Kangaluwi. The Directors maintain a
policy of continuing to review and monitor Small Scate Mining Licences and their effect on day to day operations.

The tallure to comply with all applicable laws and regulations, inciuding failures to pay taxes, mest minimum expenditure
requirements, or carry out and report assessment work, may invalidate title to portions of the properties where the mineral
rights are not heid by the Group.
The Group might not be able to retain is licence interesis when they come up for renewal,

{m}lndigenous and Native Tile issues
The Zambian Mines Act deals with native title undsr which there are restrictions with respect to local activities. Certain paris
of the Company's prospecting areas are actively farmed and may fall within this dsefinition of local activities.

{n) Company Tax Status
The Company is registered and domiciled in Bermoda. While the Directors do not expect the Company will be taxed in
Ausiraiia as a public company, this may not be the case.

8.3 Speculative Nature of investment

The above list of risk factors ocught not to be taken as exhaustive of the risks faced by the Company or by investors in the
Company. The above factors, and others nof specifically referred to above, may in the fulure materially affect the financial
periormance of the Company anrd the valus of the Shares offered under this Prospectus.

Therefors, the Shares io be issusd pursuant to this Prospectus carry no guarantee with respsct to the payment of dividends,
returns of capital or the market value of those Shares.

Potentiat invesiors shouid consider that the investment in the Company is speculative and should consult their professicnal
advisers before deciding whether to apply for Shares in the Company.
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Section 9 ADDITIONAL INFORMATION

9.1 Corporate Information
The Company was incorporated in Bermuda on 29 March 2004 under the Bermoda Companies Act as an exsmpied company
limited by shares with regisieraed number 35116,
The liabiity of the members of the Company is iimited.
Zambezi is an “exempted company” under the Bermuda Companies Act, As an "exsmpied company”, Zambezi is authorised (o
carry on business outside Bermuda from a place of business in Bermuda bot may not, without a specific ficence granied by the
Minister of Finance, or in certain circumstances permitted by the Bermuda Companies Act, conduct business within Bermuda.,
Zambezi is therefore permitted to establish a place of business in Bermuda fo conduct business cutside Bermuda.
Zambezi has been classified as non-resident of Barmuda for exchange control purposes by the BMA {Foreign Exchange). As
such, Zambezi may deal in and convert currency {other than Bermuda currency) heid for its account to any other currency
without restriction.

The registerad office of the Company is at Canon's Court, 22 Victoria Strest, Hamilton HM 12, Bermuda.,

The Company is the hoiding company of the Group. The Company currently has interests in the following subsidiaries:

Controlled Entity Country of incorporation % interest
Mwesmbeshi Besources (Bermudal Limited Bermuda 100
Mwembeshi Resources Limited Zambia 108
Zambezi Resources (Australia) Ply Ltd Augiralia 100
Cape Resources Limitad Bermuda 100
Southern African Resources Limited Bermuda 108
Africa Austral Mocambique Limitada Mozambigue 100
Cheowa Resources Limited Zambia 100
Chalimbana Resources Limited Zambia 100
Zambezi Nicke! Limited Bermuda 35.3
ME Nickel (Bermuda} Limited Bermuda 353
MER Nickel Limited Zambia 35.3
Zambezi Niguel Mocambigue Limitada Mozambigue 35.3

The current Bye-Laws of the Company were adopted on 10 May 2004 and amended 3 April 2007 for purposes of making an
application to list on the ASX,
9.2 Foreign Cempany Registration in Austratia
On 13 April 2007 the Company registered as a foreign company in Austratia pursuant to the provisions of the Corporations Act.
9.3 Company Tax Status and Financial Year
The Company is registered and domiciled in Bermuda and has a 31 March financial year end.

Revenues and expenditures disclosed in this Prospecius are recognised exclusive of the amount of goods and services tax,
uréess otherwise disclosed.

9.4 Taxation Implications

The acguisition and disposal of Shares will have tax consequencess, which will differ depending on the individual financial affairs
of each investor. All potential investors in Zamberzi are urged to iake indspendant financial advice about the taxation and any
other consequences of acquiring and seiling the above secusities.

To the maxdmom exient permitied by law, the Company, its offices and each of their respective advisors accept no liability or
responsibility with respsct to the taxation consequences of subscribing for Shares under this Prospectus.
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9.5 Leogal Proceedings
The Directors are not aware of any litigation of a material nature pending or threatened which may significantly affect the
Company.

9.6 Material Coniracts

Set out below is & brief summary of certain coniracts which have been eniered inio by the Company and which have also baen
idenified as material and relevant o potential investors. To fully understand all rights and obligations of a material contract it
would be necessary to review sach confract in fult and these summaries should be read in that light.

{a) Joint venture with Glencore Iniernationat AG — Cheswa

By Agreement dated 9 February 2007 betwaen Mwembeshi, Glencore International, Zambezi and Glencore Internationat's
whoily owned subsidiary, Coexco Zambia Limited {"Glencore”) {"Cheowa JV Agreement"), Glencore can sarn 51%
interest in certain parts of Prospecting Licences 186 and 214 and all successor ienemenis issued replacing or supersading
those prospecting licences that relate 1o all or part of the same area.

The Cheowa JV Agreement provides thal Mwembeshi shall pe the manager of the joint venture until Glencore obtains a
51% interest in the icint venturae, after which Glencore wilt become the manager and continue as manager while it hoids a
ioint venture interest of at least 51%.

Glencore can earn its 51% interest in the joini venture by spending US$10 million on exgloration during the earning period,
but if it fails to make that coniribution when calied o do so by Mwsmbeshi, it will be deemed (o have eleciad to withdraw
from the joint venture.

Following completion of the sarning period each pariicipant must elect whether it wishes 1o participate in funding the
barnkable feasibiity study. if a participant {"Diluting Participant") gives notice to the manager electing not 1o participate in
funding then the Diluting Participant shall not be obliged or entitled to make any contribution to any programme and budget
up until the completion of the bankable feasibility study and its joint venture interest shali dilute on the basis detailed below,
Once a participant has commencsd to be a diluting participant it will continue to diluts until the completion of the bankable
feasibility study.

The contributing participant will be the "Sole Funding Participant”. For sach US$1 million of sole funding applied to the
barkable feasibility study the joini venture interest of the Sole Funding Participant will increase by 2% and the joint venture
interest of the Diluting Participani wilt decrease by the same amount, subject to the following principias:
{a} if the bankable feasibility study is completed at a cost of less than US%10 milion, then:

{iy it Glencors is the Sole Funding Participani, then its joint veniurs interest will increase to 70%,; or

{iiy if Mweambeshi is the Sole Funding Participant, then Mweambeashi's ioint veniure interest will increase to 70% and

Mwembaeashi will assume managsment of the Cheowa project if it is not already manager;

(b} if the bankable feasibility study is completed at a cost that is more than US$10 million, then:

{iy it Glencors is the Sole Funding Participant, the maximum joint venture intersst that it can earn by the sole funding is
an additional 34% (that is, the maximum joint venture interest that Giencore will be entitted to 18 85%); or

{iiy it Mwembeshi is the Sole Furding Participant, then there is no limit on the joint veniure interest that it can earn by
scle funding; and
fc} i, after Glencore becomes manager, it proposes a bankable feasibility study with a timetable for completion excesding
2 years and which does not contemplate expenditure of at least USE10 millior, then, unlese otherwise agreed by the
participanis, Mwembeshi wilt become the manager.

Glencore will only be required to contribute to the joint veniure expenditure after the manager has wilised £1 million {one
millicn} from the funds provided by Gisncore Internaticnal when it subscribed for shares in Zambezi, on expioration of the
ioint venture area.

In the event of the cost of the pre-feasibility study exceeding US$10 million, the funding of the cost in excess of USHIC
millicn will be borne by the participanis in proporiion to their respective joint veniure interests.
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bach participant shall form the cperating commitiee which is empowered to make all decisions in relation o maiisrs within
the scope of the joint venture, In this regard each participant shafl be eniitled 1o appoint two representiatives who shall, at
any maeeting of the operating committee, have that number of votes equal to the joint ventare inferest of the participani by
whom the representative was appointed.

Upon completion of a bankable feasibility study, the operating committee may resclve to commence mining opsrations in
respect of all or part of the icint veniurs arsa.

If & participant dogs not wish to participats in the proposed mining operations, that participant must transfer its joint venture

interest in respect of the production area ic the continuing participant and in return the transferring participant will be
entitied to receive a 3% net smelter royalty in respect of that production area.

If & resoiuticn is made to commence mining operations and neither participani wishes o participate in the proposed mining
operation, then the participanis must consider in good faith whaether it is advaniageous to develop the mining operation by
way of an incorporated ioint venture.

If it is advaniageous to proceed by way of an incorporated icint venture, the joint venture property will be transferred to a
special purpose company formed for the purpose of developing and operating the mining operation, and the shareholders
will enier into a shareholders’ agreament, to supsrseds and repiace the Cheowa JV Agresment.

Any participant may assign ali or any of its joini venture interest ic an affiliate without the other participants’ consent, but,
unless otherwise agreed by the other participants, the assigning participant will at all times guarantee the dus performance
of its affiliate. i the assignee ceases to be an affiliate, it must assign the joini venture interest back 1o the assigning
participant.

Bither participant may assign all or part of its ioint veniure interest (o a third party provided i first complies with the pre-
emptive right procedure specified in the Cheowa JV Agreement.

Any participant may by giving nofice withdraw from the joint venture. Giencore is only entitled o withdraw after i has
contributed US$4 million to the joint venture expenditure. Upon such & withdrawal, the withdrawing participant shall forfeit
o the other participant all its icint veniure interest,

The transier, passing of possassion or assignment of any interest in the tenements is subject to the necessary consent or
approval by the Minister for Mines and Mineral Development or any government authority required under Zambian law.

Zambezi guaraniees the obligations of Mwembeshi under the Cheowa JV Agresment and agrees to indemnity Glencore for
any ioss arising from Mwembashi's failurs {c perform its obligations.

Glencore internationat guaraniess the obligations of Glencore under the Cheowa JV Agreement and agrees to indemnify
Mwembeshi for any loss arising from Glencore's failure to perform its obligations.

The joint venture shall continue until terminated by:

fa} wnanimous agresment between the participants,

{p} the withdrawal of all participants save one:

fc} there remaining, for any reason, only one participant; or
{d} 80 years from the daie of the Cheowa JV Agreement,
whichever is the earlier.

{b} Joint venture with Glencore International AG ~ CCB

By Agreement dated 9 February 2007 between Mwembeshi, Giencore International, Zampezi and Glencore International's
whoily cwnad subsidiary, Coexco Zambia Limited ("Glencore”} ("GCB JV Agreement”), Glencore can earn 51% inierast
in certain parts of Prospecting Licences 218, 220 and 227 and all successor tenements issued replacing or supersading
those prospecting licences that relate 1o all or part of the same area.

The CCB JV Agresmaent provides that Mweambeshi shall be the manager of the icint venture until Gisncore cbtaing a 51%
interest in the joint venture, after which Glencore will become the managsr and continue as manager while it holds a joint
veniure interest of at least 51%.
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Glencore can earn its 51% interest in the joint venture by spending LS$%6 million on exploration during the earning pariod.

Any participant may by giving 80 days’ notice in writing to the other participanis withdraw from the ioint veniure. Glencore
is only entitled fo withdraw after it has contributed US$2.4 million fo the joint veniure expenditure. Upon such a withdrawal,
the withdrawing participant shall forfeit to the other participant all its ioint venture interest.

The transier, passing of possaession or assignment of any interest in the tenements is subject to the necessary consent or
approval by the Minister for Mines and Mineral Development or any government authority required under Zambian law.

Zambezi guarantees the obligations of Mwambeshi under the CCB JV Agreement and agress (o indemnify Glencore for any
loss arising from Mwsmbeshis faillure to perform its obligations.

Glencore international guarantess the obligations of Glencore under the CCE JV Agreement and agrees to indemnify
PMwembeshi for any loss arising from Glencore's failure io perform its obligations.

bach participant shall form the cperating commitiee which is empowered 1o make all decisions in relation o maiiars within
the scope of the joint venture, In this regard each participant shafl be eniitled 1o appoint two representaiives who shall, at
any meeting of the cperating committes, have thal number of voles equal to the joint venture inferest of the participani by
whom the representative was appointed.

Any participant may assign ali or any of its joint veniurs interest ic an affiliate withoui the other participants’ conseni, but,
unless otherwise agreed by the other participants, the assigning participant will at all times guarantse the dus performance
of its affiliate. i the assignee ceases to be an affiliate, it must assign the joini venture interest back 1o the assigning
participant.

Bither participant may assign all or part of its ioint venture interest (o a third party provided i first complies with the pre-
emptive right procedure specified in the CCRB JV Agreement.

The joint venture shall continue until terminated by:
fa} unanimous agreement between the participanis;
{p} the withdrawat of all participanis save one;
{c} thers remaining, for any reason, only one participant; or
{d} 80 years from the date of the CCE JV Agreement,
whichever is the earlier.
{c} Heads of Agreement ~ Uranium Righis with Zambezi Nickel Limited

Background to Heads of Agreement

The Company’s indirect whelly owned subsidiary, Mwembeshi Resources Limited (“Mwembeshi’} is the holder of Zambian
Prospecting Licences PL220, PLZ24, PL22T and PL275 {"Licences™).

Parsuant to a Deed of Grant of Uranium Rights dated 16 May 2007, Mwembesh! has granted another of the Company's
indirect whoily owned subsidiaries, Chalimbana Resources Limited ("Chalimbana”}, the exciusive right 1o explore for and
mine uraniusn deposits within certain Licence aresas. South African Resclurces Limited {"SARL"} holds all the issued capital
in Chalimbana and the Company hoids all the issued capital in SARL.

Heads of Agreement

By Heads of Agreement dated 16 May 2007 between the Company, Chalimbana, Mwembeshi, SARL and Zambezi Nickel
Eid ("ZNH") {"Heads of Agreement”}, ZNi is entitied to acquire shares in SARL and Newco (defined below).

2N shall be issued shares in SABL such that it wilt hold 51% of the total issued capital of SARL. These shares wilt be held
in @zcrow until ZNI makes equity contributions of US$5,00C,000 to SARL and Newco, which it must do within 2 years of the
parties signing a formal farmin and shareholders agreement ("Stage One Eaming Period"}. ZN! will be entitled to appoint
the majority directors of SARL.

The Company will subscribe for 20,000,000 shares in ZNi, each at £0.05.
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ZNI's equity coniributions to SABL and Newco are to be made as foliows:

{a) ZNE must make a minimum contribution of US$3,000,000, of which US$2,006,000 must fund exploration expanditure on
the Chumbwe Tite; and

{p} ZNE may slect not to make the remaining US$2,000,.000 contribution.

Buring the Stage One Earning Period, the shareheoldings of ZNi and the Company in 8ARL and Newco will remain at 51%
and 49% respectively.

A separate tenement will bs creatsd over PL227 {"Chumbwe") except over any excluded areas {"Chumbwe Title"), which
Chumbwe Title will be held by Mwembeshi. On creation of the Chumbwe Title, the parties shail cause Chalimbana to assign
its uranium righis over the Chumbwe Title o & new entity ("Neweco "}, ZN| will hoid 51% of Newco and the Company wil hold
the remaining 49%. On creation of Newco, the parties will use their best endsavours {6 negotiate in good faith and execuis
a farmin and sharsholdsrs agreement with respect to the Chumbwe Title, which will provide that upon completion of the
Stage One Barning Period:

{a} the Company may elect to contribute pro rata to Newco to fund fulure exploration and development activities; or

{n} the Company may elsct not to contribute pro rata to Newco, in which case ZN| may elsct o increase its shareholding in
Newro to a maximum of 75% by sole furding Newco by way of eguity contributions up o the completion of a positive
definitive feasibility study {("DFS") on a uranium deposit within the Chumbwe Title within 4 years after the Stage One
Earning Period. ZNI's interest in Newco will progressively increase up to a2 maximum of 75% as it makes the eguity
the end of that period ZNE must transfer its shares in Newco to the Company so that the shares in Newco are held as o
51% by ZNI and 49% by the Company.

With respect to the Licences excluding Chumbwe {"Other Licences"), upon completion of the Stage One Earning Period:
{a} the Company may eiact to contribute pro rata 1o SARL to fund future expioration and development activities: or

{o} the Company may elect not to contribute pro raia to SABL, in which case ZNI may elect to increase its shareholding in
SABL to a maximum of 75% by sole funding Newco by way of equity contributions up to the complation of a positive
OFS on a uranium deposit within the Other Licences within 4 vears after the Stage One Earning Period. ZNi's interest in
SARL will progressively increase up o a maximuam of 758% as it makes the eguity coniributions to SARL during the 4 vear
period. 2N does not compiete the position DFS within the 4 year period, at the end of that pericd ZN| must transfer its
sharas in SABL to the Company so that the shares in SARL are held as to 51% by ZNI and 49% by the Company.

If Chalimbana {andfor Newco, in the case of the Chumbwe Title} makes a decision to mine, ZNi must immediately notify the
Company of that decision.

Within 3 months of the Company receiving notice of a decision o mine, the Company may elect to:

{a} contribute pro rata (based on its sharehoiding in SARL {and/or Newco, as the case may be}) o the costs of the mine
development by way of eqguity coniributions to SABL {and/or Newco, as the case may be}; or

{n} not contribute pro rata (based on its sharehoiding in SARL {andfor Newco, as the case may be}) o the costs of the
ming development in which case its shareholding in SABL (andfor Newco, as the case may be) will be diluted using an
industry standard diluiion formula. Where the Company's shareholding in SABL {and/or Newco, as the case may be} is
diluted as & resuit of the issue of further shares 1o ZN| and this causes the Company's sharehoiding to dilute so that is
sharsholding wolid be different percentage than would cccur due to the application of the standard dilution formula,
then there wili be a balancing franster made by /NI s¢ as to cause the Company's shareholding to correspond to the
percentags that would arise dus 1o the application of the standard dilution fermuda.

If Chalimbana {or Newco, in the case of the Chumbwe Titie} wishaes 1o abandon any of its uranium rights, it must first obtain
the consent of ZN1 ard the Company.

If ZNI does not make equity contributions of US%5,000.000 to SABL and Newco before the end of the Stage One Farning
Paricd then all of the shares issusd to 2Nt in SARL and Newco will be cancelled for no return of capital.

If ZNi does make equity contribuiicns of US%5 000,000 before the end of the Stage One Earning Period and subsequenily
the sharsholdings in SARL {and/or Newco, as the case may be} of ZNl or the Company fall to 10% or less due to dilution,
its
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then the relevant sharehoider must transfer its remaining sharehclding in SARL {andfor Newco, as the case may be} 1o the
other sharehoider in consideration for the fransferring sharsholder being eniitled to a 2.5% net smelter return payable by
Chalimbana {and/cr Newco, as the cass may be) on all wranium produced from the Other Licences {and/or the Chumbwe
Title, as the case may be).

Should either ZN1 or the Company wish 1o sell any or all of their respective sharehoiding in SABL or Newco, they must each
offer the other a first right of refusal to match any crediple offer presenied.

The Heads of Agreement is governed by the iaws of the Uinited Kingdom.

{d} Emplayment Agreement for Managing Director
By an Agreemant daied 2 June 2007 Zambezi has agreed to smploy Mr Juian Ford as Managing Uirector to manage the

oparations of the Company. Commencement date under the Agreement is 1 May 20067,

The term of the Agreement is for two years from the commencement date and is renswable by agreement between the
parties. The remuneration payable to My Ford is a salary of £10C,000 par annum inclusive of supsrannuation.

{e} Emplayment Agreement for Executive Director

By an Agreement dated 5 June 2007, Zambezi has agreed to employ Ur Geofirey Johnson as an Executive Uirecior o
facilitate the Company’s expioration programmes, identify and procure further exploration projects and otherwise promote
the Company and its assets, Commencement date under the Agreemeni is 1 March 2007

The term of this Agreement is for two ysars from the commencemsnt dats and is renewabis by agreement betwaen the
parties. The remuneration payable to Ur Johnson is a salary of £84,000 per annum inclusive of supsrannuation.

{f} Letter of Appainiment for Non Executive Directors
iy Brian James Rear
Zambezi appointed Brian Rear as a non-executive Chairman on 21 May 2004, Brian Rear must carry out his duties as
are consisisnt with his position and he shall devote & minimum of 20 working days per annum as non-axecutive director
Chairman.

Brian Rear shall receive directors fees at the rate of £30,000 per annum and will be reimbursed for any expenses which
he may incur in performance of his duties.
Zambezi may terminate the agreement immediately on material breach. The agresment wili aiso terminate in the event
that Brian Rear is not re-elected as a director in accordance with the Bya-Laws.

(i) Jeremy Bruce Earl Wrathall
Zambezi appointed Jeremy Wrathall as a non-exacutive director on 16 May 2004, Jeremy Wrathall must carry out his

duties as are consisient with his position and he shall devote a minimum of 2 working days per month as a non-executive
directar.

Jeremy Wrathall shall receive director's fees at the rate of £20,000 per annum and will be reimbursed for any expenses
which he may incar in performance of his duties.

Zambezi may ferminate the agreemsnt immediately on material breach. The agresment wili aiso terminate in the event

that Jeremy Wrathall is not re-elected as a director in accordance with the By Laws.

9.7 Rights Attaching o Shares
Thera is only one class of shares on issus in the Company being fully paid ordinary shares. The rights attaching to Sharas in the
Company will be governed by the Memorandum, Bye-Laws, applicable Bermuda statutes regarding companies including the
Bermuda Companies Act and the Al Bulss and, in certain circumstances, wil be reguiated by the Corporations Act, the Listing
Rules, the ASTC Setlement Rules, ACH Clearing Bules and the general law,

The following is a summary of the principal rights of the holders of Shares in the Company.
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{a) Yoting

Subject o any righis or resirictions atfaching to any class of Shares, at any general meeting of the Company, each Sharehoider
entitled to vole may voie in persen or by proxy, aitormay or (if itis a company) by represeniative each of whom shall be eniitled o
speak and to one vole on a show of hands and each Shareholder present in person or by proxy, attorney or (if it is a company) by
representative shall be entitled on a poll to one vote for each fully paid Share held. A poll may be demandead by the chairman of
the meeting, by at least three Sharsholders present in person or represented by proxy, by any one or more Shargholders present
in person or by proxy who are together entitied 1o not less than 10% of the total voting rights of all Sharehoiders having the right
to vote at such mestings, or by ons or more Sharehclders present in person of repressnisd by proxy who together hold Shares
conferring the right to vole at such meeting, being Shares on which an aggregate sum has been paid up equal to not less than
10% of the total sum paid up on all such Shares conferring such right.

No Shareholder shall, unless the Board of directors otherwise determines, be entitled to vote at any general meeting unless ail
calls or ofher sums presently payable by him in respect of Shares of the Company have besn paid. On a poll a Sharehoider or
proxy or representative, if entitted to more than one vote, need not use ali his votes or cast all the votes he uses in the same way.

in the case of any equality of votes at a general meseting, whether on a show of hands or on a pall, the chairman of such meeting
shall not be entitled 1o a second or casting voie and the resolution shall fai.

(b} Bividends

The Direclors may declare and pay a dividend or make a distribution oui of contributed surplus to Shareholders according
to their rights and inferssts, including such interim dividends as appsar 1o the Directors to be justified by the position of the
Company in accordance with the requirements of the Barmuda Companies Act. The Directors, i their discretion, may determing
that any dividend may be paid according to the amounts paid as a proportion of the iotal amount paid and payabie on the
Shares in respect of which the dividend or distribution is paid or apportioned and paid pro rata according 1o the amounis
paid up on the Shares during any portion{s} of the pericd in respect of which the dividend or distribution is paid. Payment or
satisfaction of any dividend or distribution out of contributed surplus may be made in cash or by paying ug in full Shares to be
issued to Sharehoiders or by the distribution of specific assets.

Contributed surplus is & North American concept recognised under the generally accepisd accounting principies of the
Canadian Institte of Chartersd Accountants, whose accounting principles are applied in Bermoda, Contributed surplus
includes procesds from donated Shares, credits resuiting from the redemption or conversion of Bhares at isss than the amount
of the nominal capital or par value, the excess value of Shares acguired over those fssued in a Share exchangs should the Board
of Directors elect to treat it as such and donations of cash or other asseis to the Company.

{c) Transter of Shares

Generally, Shares are freely fransierable, subject to formal regulatory requirements and to such other reguiremenis as may be
apgplicable and to the registration of the ransfer not resulting in a contravention of or faiiure to observe the applicable provisions
of the Bermuda Companies Act.

The BMAS consent granted pursuant to the General Permission covers the issue of the Shares pursuant to this Prospecius and
the free transferability of those Shares to and betwsen any persons without the prior approval of the BMA so long as the subject
Shares are listed on an "Appointed Stock Exchange”, which inciudes AIM and ASX,

BrMA consent is required for all new issues of Shares in a Bermuda exempted company including all issues to persons who
are non-resident of Bermuda for exchange control purposes. The BMA'S consent is also required for subsequent transactions
in issued Shares between persons regarded as non-resident of Bermuda for exchange conirol purposes, if a special general
consent has not been granted the transactions are not covered by the Generat Permission.

{d) Mestings, Reports and Notice

MNotice of every general meeting shall be given in any manner permitted by the Bye-Laws to all Shareholdaers other than such
as, undar the provisions of the Bye-Laws or the terms of issue of the Shares they hold, are not entitled o receive such notice
from the Company and every Director and to any resident representative who or which has delivered a written notice upon the
Company's registered office requiring that such notice be sent to him or it

Subject to any rights or restrictions aftaching to any class of Shares, Shareholders are entitled to receive all nolices, auditors'
reports and accounts and other documents required to be furnished to Shareholders under the Bermuda Companies Act.
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{e) Winding Up

Subject to the terms of issue of Shares, if the Company is wound up, the liguidator may, with the sanction of a resoiution of the
Shareholders and any other sanction reguired by the Bermuda companies law, divide amongst the Shareholders in specie or
in kind the whole or any part of the assels of the Company {whather they shall consist of propesty of the same kind or not} and
may for such purposes set such value as he or she desms falr upon any property to be divided as aforesaid and may determine
how such division shall be carried out as between the Shareholders or different classes of Sharehoiders. The liguidator may,
with the like sanction, vest the whale or any part of such assels in trusiess upon such trust for the benefit of the contribotories as
the liquidator, with the like sancticn, shall think fit, but so that no Sharsholder shall be compeiied to accept any Shares or other
asseis upon which there is any liability.

{#) Inereases in Share Capital and Issue

The Company may, if authorised by a general meeting of its Shareholders, increase iis Share capital. The Company may, by the
resolution increasing the capital, direct that the new Shares or any of them shall be offered in the first instance eithar at par or at
a premium, subject 1o the provisions of the Bermuda Companies Act, to all the holdsrs for the time being of Shares of any class
or classes in proportion to the number of such Shares held by them respectively or make any cother provision as to the issue of
the new Shares.

The new Shares shall be subject to all the provisions of the Bye-Laws with reference to lien, the payment of calls, forfeiture,
transfer, transmission and otherwise.

{g) Variation of Rights Attaching to Shares

Alt or any of the special rights for the time being attached to any issued class of shares may be altered or abrogated with the
consent inwriting of the holders of not isss than 75% of the issued shares of that class or with the sanction of a resolution passed
at a separats gensral meeting of the holders of such shares voling in person or by proxy.

{R) Alteration of Eapital

The Company may by resclution of the Shareholders aller its capital by reduging or increasing its capital, consolidating and
dividing any or all of its capital, cancelling shares which have not been taken or agreed to be taken by any person, issuing
sharss entiting the shareholder to either no voting right or a restricted voting right, or converting alt or any of its fully paid
ordinary shares, the nominal amouni of which is expressed in a particular currency, into fully paid ordinary shares of a nominal
amount of & different currency.

{i} Directors

The Company must have not less than 2 and no more than § Directors (a number in excess of 6 Directors is permitted by
resolution of the Sharghoiders). Subject to the Bermuda Companies Act and the Bye-Laws, the Directors shall be slecied or
appointed by Shareholders and shali serve for such terms as the Company by resolution may determine, or in the absence of
such determination, until the termination of the next annual general meeling ollowing their appoiniment.

{j) Preference Shares

The Bye-Laws provide for the Company (o issue Preference Shares. Subject to the Bermuda Companies Act, the Company's
Memorandurm and any confirmation or consent required by law or the Bye-Laws, the Company may from fime o time by
resclution in general meeting convest any preference shares into redeemable Preference Shares.

The Company does not currently have any Preference Shares on issus,

{k} ASX Listing Rules

H the Company is admitted to the Official List of ASX, then despite anything in the Bye-Laws of the Company, if the Listing Rules
prohibit an act being done, the act must not be done. Nothing in the Bye-Laws prevents an act being dons that the Listing Rules
reguire to be done. H the Listing Bules require an act to be done or not to be done, authority is given for that act 1o be done or
not to be done [as the case may be). H the Listing Rules reguire the Bye-Laws to contain a provision or not 1o contain a provision
the Bye-Laws are deemed o coniain that provision or not to contain that provision {as the case may be). If a provision of the
Bye-Laws is or becomes inconsistient with the Listing Rules, the Bys-Laws are deemed not to contain that provision to the extent
of the inconsistancy.
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9.8 Cptians

The Company currenily has 9,500,000 Options over ordinary shares of the Company with the following exercise prices and
axpiry daies:

Number Exercise price” Expiry date
180,000 16.50 {approx. 41 cenis} 22 August 2008
5,480,000 14p (approx. 35 cenis} 9 June 2009
2,180,000 120 (approx. 30 cenis} 26 July 2009
500,000 20p (approx. 5C cenis} 23 December 2009
140,606 17.50 {approx. 44 cenis} 10 June 20140
1,000,600 160 (approx. 40 cenis} 22 June 2010

*assuming an exchange rate of £0.40=AUDH

The holders of the Options are Directors and empioyees of the Company. Apart from differences in exercise price and expiry
date, the terms and conditions of the Oplions are the same,

A summmary of the material terms and conditions of the Options are as folicws:

{a) No monias will be payabis for the issue of the Options.

{b) A certificate will be issued for the Options.

{c) The Options shall expirs at 5.00 pm Greenwich Mean Tims {"GMT") on their respeciive expiry daies.
{d) Fach Option wilt entitle the holder to subscribe for one fully paid ordinary share in Zambezi,

{e) Shares will be alictied o Option holders at their respective exarcise prices.

{f} Options may be exercised at any fme on or after 9.00 am GMT on the commencement dale and on or before 5:00 pm GMT
on the expiry date.

{g) Options not exercised on or before the expiry date will automatically lapse on such dats.
{R) The exercise price of Shares the subject of Options shalf be pavable in full on exercise of the Options.
{it The Company will not apply for the Options to be admitted fo trading on AWM.

Options shall be exercised by the delivery to the regisisred office of the Company of a nofice in writing. The notice must
spacify the number of Options being exarcised and must be accompanied by:
(i} payment of the exercise price for sach Share 1o be issued on exarcise of the Options specified in the notice; and
(H} the cenificate for those Options, for canceiiation by the Company.
The notice is onty effective {and only becomes effective} when the Company has received value for the ull amount of the
exercise price (for example, if the exercise price is paid by chegue, by clearance of that chaegue) by the expiry dats. An
exercise of only some Options wili not affect the rights of the Option hoider to the balance of the Options held by the Option
holder.

{iy Within 10 Business Days after the notice referred o in paragraph {i} above becoming effective, the Company must:

(i} allot and issue the number of Shares specified in the notice to the holder;

(i} cancel the certificate for the Options being exercised; and

(i} if applicable, issue a new certificats for any remaining Opticns covered by the cenificate accompanying the notice.

{k} Subjsct fc any restrictions on fransfer agreed betweesn the Company and the Cption holder, the Options shali be fresly
transierable.

{I} Shares allotted pursuant io an exercise of Options shall rank, from the date of allotment, pari passu with existing ordirary
fully paid ordinary shares of the Company in all respects,

{mIf the Company's securities have been admitted to trading on AIM, the Company shall, in accordance with the AIM Rules,
make application {o have Shares alloflsed pursuant to an exsrcise of Options admitted to trading on Alk,
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{n} In the event of any reconstruction {including consclidation, subdivisions, reduction or return) of the issued capital of the
Company, the number of the Options or the exercise price of the Ogtions or both shalt be re-organised {as appropriate) in
accordance with the AIM Rules and 1o the extent necessary {o ensure that the Gption holder is not prejudiced by, but does
not bensfit to an extent greatsr than holdsrs of Shares, from the re-crganisation.

{0} The Options will not give any right to participate in dividends, bonus issues orf entitlerment issues uniii Shares are allotted
pursuant o the exercise of the relevant Options. There iz no right to change the exercise price of Options if the Company
completes a bonus or entitlements issue.

{p) If the Option holder ceases to be a director of the Company for any reason {other than death) the Options issued to Directors,
other than under the Stafl Option Plan, will automatically lapse.

{q) If &t any fime prior (o the expiry date the Oplfion hoider dies, the deceased holder's legal personal representative may:
(i} electio be registered as the new Option holder of the decsased Option holder's Opticns,

(i} whether or not he or she becomeas so regisiersd, exercise those Options as if he or she were the hoider of them in
accordance with thoss terms and conditions; and

(i} if the deceased Opiion hoider has already given a notice of exercise of his Options, pay the exercise price in respsact of
those Gptions.

9.8 Terms and conditions of Warrants
A summmary of the material terms and conditions of the Warrants are as follows:
{a) The Warraris were issued o WH lreland as part of the placing considsration on admission to Ald.
{b) The Warrants shall expire at 5.00 pm Greenwich Mean Time {("GMT”} on 26 July 2007,
{c) Fach Warrant will entitle the holder 1o subseribe for one fully paid ordinary share in Zambezi.

() Shares will be allotted to Warrant holders at the exercise price being approximately AUD$0.30 {£0.12 at an exchange rate
of £G.40=AUDE1}

{e) Warrants may be exercised at any time on or before 5:00 pm GMT on 26 July 2007.
{g) Warrants not exarcised on or before the expiry date will automatically lapse on such dats.
{R) The exercise price of Shares the subject of Warrants shall be payable in full on exercise of the Warranis.

{iY The Company will not apply for the Warrants {o be admitted to frading on AIM. Warrants shall be exercised by the delivery o
the registered office of the Company of a notice in writing. The notice must specify the number of Warranis being exarcised
and must be accompanied by

(i} payment of the exsrcise price for each Share to be issued on exercise of the Warrants specified in the notice; and
(i} the instrument for those Warrants, for cancellation by the Company.

The notice is only effective {and only becomes effective) when the Company has received value for the full amcunt of the
exercise price (for example, if the exercise price is paid by chequs, by clearance of that chegue) by the expiry date. An exercise
of only some Warrants will not affect the rights of the Warrant holder o the balance of the Warrants held by the Warrant holder.
{iy Within 10 Business Days after the notice referred o in paragraph {i} above becoming effective, the Company must:

(i} allot and issue the number of Shares specified in the notice to the holder;

(i} cancel the instrument for the Warranis being exercised; and

(iii} if applicable, issus a new instrument for any remaining Warrants covered by the instrument accompanying the notice.

{k} Subjsct to any restrictions on transfer agresd between the Company and the Warrant holder, the Warrant shall be fresly
transierable.

{I} Shares aliciied pursuant to an exercise of Warranis shall rank, from the date of alictment, pari passu with exisiing ordinary
fully paid ordinary shares of the Company in all respects,
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{mIf the Company's securities have been admitted to trading on AIM, the Company shall, in accordance with the AIM Rules,
make application (o have Shares allofled pursuant to an exsrcise of Warranis admitted {o trading on AlM.

{0} The Warrant will not give any right {o participate in dividends, bonus issues or entitlement issues until Shares are allotted
pursuant to the exercise of the relevant Warrants.

9.10 Directors’ Interests

Except as disciosed inthis Prospectus, ne Director or proposed Dlirector holds, or during the last two years has held, any interestin:
{a} the formation of promotion of the Company;

{b) property acquired or proposed to be acguired by the Company in connecton with its formation or promotion or the Ofter; or
{c) the Offer;

and no amounts of any kind {whathear in cash, Shares or otherwise) have been paid or agreed to be paid to any Director or
proposad Director to induce him or her to become, or to gualify as, a Dirsctor, or otherwise for services rendered by him or her
in connection with the formation or promaotion of the Company or the Offer.

Shareholding Qualifications

The Directors are not required to hoid any Shares in the Company under the Memorandum and Bye-Laws.

Directors’ Holdings

Seat out in the tabie bslow are details of Directors’ intereets in the sscuritiss of the Company as at the date of this Prospecius:

Director Sharsholders Shares Options?

J Ford 2,600,000 3,600,000

G Johnson Nl 1,850,000

B Rear 235,000 500,000

J Wrathall 175,600° 480,000
Notes:

1. Julian Ford's shares are registered in the name of Harpendon Nominess Pty Lid, a company controlisd by him.

2. The interest in Shares disclossd for B Rear is held by SBH Pty Ltd as trustee for the SRH Provident fund of which B Bear is

a beneficiary.
3. The interast in Shares disciosed for J Wrathall is heid by J Wrathall and his wite jointly.

4. The directors’ holding of Options are as follows:

Director Shareholders | Options granted on admission | Subsequent Options under Exercise Price® Expiry date
that have all vested Option Plan

J Ford 1,600,000 12p {Approx. 30c) 26 July 2009
1,500,600 14p {Approx. 35c) G June 2008

G Johnson 200,000 12p {Approx. 30c) 26 July 2009
500,000 16p {Approx. 40c) 22 June 2010

1,250,600 14p {Approx. 35c) 9 June 2009

B Rear 300,000 12p {Approx. 30c) 26 July 2009
200,000 16p {Approx. 40c) 22 June 2010

J Wrathalt 180,000 12p {Approx. 30c) 26 July 2009
300,000 16p {Approx. 40c) 22 June 2010

¥ Assuming an exchange rate of £0.40 = AUD$1

Further details on the Options are sel out in Section 9.8

The Directors may subscribe for Shares under this Prospecius.
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Remuneration of Directors

The Bye-Laws provides that the amount, if any, of Uirectors’ fees shall from time o time be determined by the Company by
resolution of the sharehoiders, or in the absence of such a determination, by the Board.
A Director may be paid fees or other amounts as the Directors determine where a Direcior performs special duties or otherwise

performs services ouiside the scope of the ordinary duties of a Director. A Uirector may also be reimbursed for out of pocket
@xpenses incurred as a result of their Direciorship or any special duties.

The Managing Director, Julian Ford, and one of the Executive Directors, Geofirey Johnson, will receive a salary from the Company
as smployees in accordance with the ferms of their employment contracts. These contracts are summarised in Secton 9.6

Over the last two years, the total aggregate of the remuneration paid to and benefiis in kind granted to the Uireciors by the
Company was as follows

Director Fees/Salary | Other Remuneration Totat Remuneration
{$) {$) ($)
J Ford 380,832 345,263 736,085
G Johnson 405,006 308,756 713,750
B Rear 100.60C 33,60C 133,600
J Wrathall 75,00C 44,500 124,600

9.11 Interesis of Named Persons
Except as disclosed in this Prospectus, no gromoter or ofher person named in this Prospectus as performing a function in a
professional, advisory or ofher capacity in connection with the preparation: or distribution of the Prospectus, hoids, or during the
last two yaars has held, any interest in:

{a) the formation or promotion of the Company;
{b) property acquired or proposed 1o be acquired by the Company in cornaction with iis formation: or promotion or the Ofter; or
{c) the Offer,

and no amounts of any kind (whether in cash, securities or otherwise) have been paid or agreed (o be paid to a promoter or any
person named in this Prospecius as performing a function in a professional, advisory or other capacity in connection with the
preparation or distribution of the Prospectus for services rendsred by that person in connection with the formation or promotion
of the Company or the Ofer

Blakiston & Crabb have acted as Australian solicitors to the Offer and in that capacity have been involved in providing legal
advice to the Company in refation to the Offer. The Company wilt pay approximately $70.000 to Blakiston & Crabb for these
services. Blakision & Crabb have providsd other professional services 1o the Company during the last 2 ysars for which the
Company has aid fees totalling approximately $83,00C.

Appleby have acted as Bermuda Counsel to the Offer and in that capacity have peen involved in providing legat advice to the
Company in relation to the Cfter. The Company will pay approximately $4,000 to Appleby for these services. Applsby have
provided other professional services o the Company during the last 2 years for which the Company has paid fees totalling
approximately $119,000,

Corpus Legal Practitioners have acted as Zambian soliciiors to the Offer in relation to conducting due diligence sngquiries in
Zambia and in that capacity have been involved in providing legal advice to the Company in refation io the Offer, The Company
witt pay approximately $19,000 to Corpus Legal Praciitioners for these services. Corpus Legal Practitioners have provided
other protessional services to the Company during the last 2 years for which the Company has paid fess iolalling approximately
$7.000.

Grant Thornton Western Australian Partnership are the Company's auditors. During the last 2 years Grant Thornton Western
Australian Partnership has been paid fees of $77.000 for these services.

Grant Thornton Western Australian Partnership has prepared the Independent Accountant's Report included in Section 6 and

has assisied in the conduct of the due diligence program related to preparation of this Prospectus and the Offer. in respect of
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this work the Company wili pay approximately $11,000.

Snowden has prepared the Competent Person's Beport included in Section 5. In respect of this work the Company has agreed
to pay approximately $25,000 for these services, Snowden has provided sesvices to the Company during the last 2 years for
which they were paid fees of approximately $20,600.

Carmichael Capital Markets Pty Lid have acied as a Lead Manager to the Company. Their fees are set out in section 3.8 of the
Prospectus.

Bell Potier Securitiss Limited have acted as Broker to the issue. Their fees are sef out in section 3.8 of the Prospectus.

The amourts disclosed above are exclusive of any amount of goods and services tax payable by the Company in respect of
those amounts.

9.12 Consents
Each of the partiss referred to in this Secton 212

{a) does not make, or purport to make, any statemant in this Prospsctus or on which a statement mads in the Prospactus is
based other than as specified in this Section; and

{b} o the maximum extent permitted by law, expressiy disclaims and takes no responsibility for any part of this Prospectus other
than a reference to is name and a siatement included in this Prospectus with the consent of that party as specified in this
Section.

Snowden has given its written consent o the inclusion in this Prospectus of its Competent Person's Beport, and all statements
referring 1o that report or maiisrs derived from that Beport in the Prospecius in the form and context in which they are included
and has not withdrawn such consent before iodgement of this Prospectus with the ASIC.,

Grant Thornton Wastarn Austratian Parinership has given its written consent to the inclusion in this Prospecius of its Indaspendeant
Accouniant's Beport and all statements referring to that report or matters derived from that Report in the Prospectus in the
form and contaxt in which they are included and has not withdrawn such conseni before lodgement of this Prospectus with the
ASIC.

Each of the following has consented to being named in the Prospectus in the capacily as noted below and have not withdrawn
such consent pricr (G the lodgement of this Prospectus with the ASIC:

{a) Blakision & Crabb as Australian solicitors to the Company;

{b) Appleby as Bermuda Counsel to the Company;

{c) Corpus Legal Practitioners as Zambian soticitors to the Company,

{dh) Grant Thornton Western Australian Partnership as auditor (o the Company;

{e) Grant Thornton Western Ausiralian Partnership as independent Accountanis to the Company,
{f} Snowden as Competent Person ;

{g) Carmichasl Capital Markets Pty Limited as Lead Manager {o the issue;

{h) Ball Potter Secuarities Limited as a Broker to the issue; and

{iy Computershare Invesior Senvices Pty Ltd as share registrar for the Company.

There are a number of persons referred to slsewhere in this Prospectus who are not expsrts and who have not made slaiemenis
included in this Prospectus nor are there any statements made in this Prospectus on the basis of any statemsnts made by those
persons. These persons did not consent o being named in the Prospecius and did nof authorise or cause the issue of the
Prospectus.

9.13 Dividend Policy

The Directors wilt not recommend the payment of a dividend on the Shares untii they believe that it is appropriate and prudent
to do so. The Directors are unable, at this #me, to suggest when investors may expect (o receive income from their Shares.

116



Prosnectus 2507

9.14 Cosis of the issue

The total estimated costs of the Issue, including legal fees incurred, registration fees, underwriting fees, fees for other advisers,
Prospecius design, printing and advertising expenses and other miscellanecus expenses, will be approximately $890,000
(it $15m is raised) and $642,000 (if $10m is raised) (exclusive of any goods and services tax which may be payabie on that
amounty,

9.15 Staff Option Plan

As an incentive to emplovees of Zambezi, the Company has adopted a staif option plan ("Plan™).

The purpose of the Plan is to give employees of the Company an opportunily o acquire Staft Options, and ulimately Shares, in
the Company. The Uirecicrs consider the Plan will enable the Company to retain and attract persons of experience and ability
to employment with the Company and foster and promote loyaity between the Company and its employess.

Brief Gverview of the Plan
A summary of the terms and conditions of the Pian is sat out below:

{a) Under the Plan, the Company may offer Staif Options to subscribe for Shares in the Company to Eligible Persons. Directors
and part time or full time employees of the Company or an associated hody corporaie of the Company ars "Eligible Persons”
for the purposes of the Plan. Eligible Persons may nominate a nominee 1o hold Staif Options in their placa.

{b) The Board may determine that an Eligible Person is entited to participate in the Plan and the exient of that entitemant,
after consideration of specified matters, such as the seniority of the relevant Eliginle Person and the length of service of the
Bligible Person with the Company.

{c) Subject o the Plan, the ruies of AlM and any other applicable law, Staff Options oifered under the Flan are to be offered on
such terms as the Board determines and the offer must set out specified information including ithe number of Staff Options,
the period of the offer and calculation of the exercise price. The exercise price s to be determined by the Board with
reference o the market value of the Shares at the time of resolving to offer the Staff Options. Eligible Persons may accept the
whols or & lesser number of the Staff Options offered 1o them.

{d) No consideration is payable for the grani of the Staff Options unless the Board decides otherwise and the Company wili not
apply for the Staff Options to be admitted to trading on AR

{@) Sublaect to any reskrictions on transfer agreed betwaen the Company and the oplionholder, the Staff Opticns are fresly
transierable.

{f} The Staff Opticns may be exercised in whole or part by notice to the Company accompanied by payment of the required
exercise price. Within 10 business days of exercise the Board must issue the required number of Shares, which will rank pari
passu with previcusly issusd Sharas,

{g) The Staff Options may be exarcised prior to the expiry date determined by the Board prior to the offer of the relevant Staff
Options but no longer than five years from the date of grant of the Staff Options. Any Staff Options not exercised by that time
will lapse.

{R} Notwithsianding the terms of the Staff Options, the Staff Options may be exercised in the event of specified occurrences
including a changs of control allowing replacemeant of all or a majority of the Board or during the period of a fakeover bid for
the Company.

{it Unless the Board determines otherwiss, if an Eligible Person ceases to be an Eligibie Person before the earliest date for
exercise of their Staff Options:

(i} for any reason other than a "Specified Reason” {being retirement at age 60 or over, permanent disability, redundancy or
death), the Staff Options held by them or their nominee will automatically lapse; or
(i} for a Specified Reason, the Ehgible Parson or their nomines is entitled o exercise any such Stalf Options within 3 months

of the date of retirement, redundancy or death or the date of the Board's determination of permanent disability, or such
longer pericd as the Board detsrminas.



{iy Unless the Board delermines otherwise, if an Eligible Person ceases to be an Eligible Person affer the earliest date for
exercise of their Staff Options:

(i} for any reason other than a Specified Heason, the Eligible Person or their nominee is eniitled to exercise any such Siaff
Options within 3 months of ceasing to be an Eligible Parson, or such longer period as the Board determines,; or

(i} for a Specified Reason, the Eligible Person or their nomines is entitled to exercise any such Staff Options at any time prior
to its expiry date.

{k} Optionholders may only participate in new issuss of securities if they have become eniitled to exercise their Staft Oplions
under the Plan and their Staff Options have been exercised and Shares allotied before the record daie for deiermining
entitlements to the new issue. If there is a bonus issue the number of Shares over which the Staff Oplons are exercisable will
be increased by the number of Shares the oplionholder would have received if the Staff Option had been exercised before
the record date of the ponus issue. If there is a pro rata issue {other than a bonus issuel, the exercise price of the Siaff
Options will be adjusted in the manner provided for in the AIM Bules, H there is a reorganisation of capital the Staff Oplions
will be reorganised in the manner provided for in the A Rules.

{I} The rules of the Plan do not form part of any contract of engagement or employment of the optionholder and the holder has
no rights of compensation or damages as a result of termination of his or her employments so far as those rights arise from
the holder ceasing to have rights under the Pian.

{m)The Plan is adminisiered by ths Board who have the power o dstermine proceduras for administration of the Plan ard
resoive questions of fact or interpretation of the Plan. The Board may alsc alter, delete or add to the rules of the Plan at any
time, subiect to the AIM Rules,

9.14 Electronic Prospacius

Pursuant to Class Order 00/44 the ASIC has exsmpied compliance with certain provisions of the Corporations Act (o allow
distributior: of an Electronic Prospecius on the basis of a paper Prospectus lodged with the ASIC and the issue of securities in
response to an electronic application form, subiject to compliance with certain provisions.

H vou have received this Prospectus as an Electronic Prospecius please ensure that you have received the entire Prospectus
accompanied by the Application Form. If you have not, please email the Company at info@zambeziresources.com and the
Company will send ic you, for iree, either a hard copy or a further electronic copy of the Prospecius or both.

The Company reserves the right not to accept an Application Form from a person if it has reason 1o belisve that when that
person was given access o the elsctronic Application Form, # was not provided fogether with the Electronic Prospectus and
any relevant supplemeniary or repiacement prospectus or any of those documents were incomplete or aliered. in such a case,
the Application moneys recsived will be dealt with in accordance with section 722 of the Corporations Act.
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Section 10 DIRECTORS’ RESPONSIBILITY STATEMENT AND CONSENT

The Directors siate that they have made all reascnable enquiries and on that basis have reasonable grounds to believe that any
staiements made by the Dirsctors in this Prospectus are not misleading or deceptive and that in respect to any other statements
made in the Prospectus by persons other than Directors, the Directors have made reasonable enquiries and on that basis have
reascnable grounds to believe that persons making the statement or statemenis were competent to make such statements, those
persons have given their consent to the statements being included in this Prospectus in the form and context in which they are
inciuded and have not withdrawn that consent pefore lodgement of this Prospectus with the ASIC, or to the Directors knowiedgs,
before any issue of Shares pursuant to this Prospectus.

The Prospectus is prepared on the basis that certain matters may be reasonably expected o bs known to likely investors or their
professional advissrs,

Each Director has consented to the lodgement of this Prospectus with the ASIC and has not withdrawn that consent.

Dated 6 June 2607

Cmignea W ano on pehalf of
Zambezi Besources Limited

By Juliar Ford
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Section 11 DEFINED TERMS

ACH

Australiar Clearing House Pty Limited ACN 001 314 503,

ACH Clearing Rules

The operating rules of ACH.

Al

The Aliernaiive Investment Market of the London Stock Exchange.

AlM Rules

The rules governing the admission to and operation of AlM as published by the London Stock
Exchange from fime to time.

Applicani{s}

Person(s) who submit valid Application Forms pursuant to this Prospectus.

Application

A valid application made to subscribe for & specified number of Shares pursuant to this Prospectus.

Application Form

The apgplication form relating to the Offer which accompanies this Prospscius.

ASIC

Australian Securities and nvestmenis Commission.

ASTC

ASX Bettlerment and Transfer Corporation Pty Ltd ACN D08 504 532,

ASTC Seitlement Rules

The operating rules of ASTC.

ASX

ASK Limited ACN 008 624 691 and, where the context permils, the Australian Securilies Exchangs
oparated by ASX Limited.

Bermuda Companies Act

The Companies Act 1981 of Bermuda

BMA The Bermuda Monetary Authority.

Board The board of Directors.

Bye-Laws The Bye-Laws of the Company, as amended from time to time.
CCB Chongwe copper belt and Chalimbana proiects,

CHESS Clearing House Electronic Subregister System.

Closing Date 5.00pm WST o 18 June 2067,

Company or Zambezi

Zambezi Resources Limited ARBN 1244628726

Corporations Act

The Australian Corporations Act 2601 {Cth).

Directors

The Directors of the Company.

Electronic Prospecius

An electronic version of the Prospsctus.

Group Zambezi Resources Limited and its beneficially owned subsidiary companies being Mwembeshi,
Mwembaeashi (Bermuda), Alrica Austral Minsragao Limitada, Southern African Resources Limited,
Cape Rescurces Limited, Chalimbana Resources Limited, Cheowa Resources Limited and Zambezi
Resources (Austalia) Pty Ltd.

Issue The issue of Shares pursuant to this Prospectus,

Issuer Sponsored

The shares issued by the issusr that are held in uncertificated form without the holder entering into
a sponsorship agreement with a broker or without being admided as an institutionat participant in
CHESS.

Listing Rules

The cfficial listing rules of ASX,

Mwembeshi

Mwembeshi Resources Limited, a wholly owned subsidiary of Mwembeshi (Bermudal, incorporated
and registered in Zambia.

Mwembeshi (Bermuda)

Mwembeashi Resources {Bermuda) Limited, a wholly owned subsidiary of Zambezi, incorporated and
registered in Bermuda.

Offer

The offer made in this Prospectius to subscribe for Shares.

Official List

Tha oHficial list of ASX,

Opening Date

9.00am WST on 13 June 2067,

Prospectus This Prospectus and inclodes the Electronic Prospectus.

Section A section of this Prospecius.

Share(s) Fully paid ordinary share(s} in the Company.

Shareholder The registered holder of Shares.

Staff Option An option 1o be granted under the Company’s Staff Gption Plan, the terms of which are summarised in

Section 9.15,

Staff Option Plan

The Zambezi Resources Limited Staff Option Plan adopted by the Board on @ June 2006 and the
terms of which are summarised in Section 8.15.

wsT

Australian Wastern Standard Time,
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APPLICATION FORM

Share Registrars use

Please read all instructions on the reverse of this form. .
Broker reference

. - stamp only
Piease note the use of the term “Shares”, “Share” or “shareholding(s)” refers to

“CDIs”, “CBI” or “CD! helding(s)”.

A NUMBER OF SHARES APPLIED FOB B TaTAL AMOUNT PAYABLE
{minimurn 5,000 Shares and then multiptes of 1,000 Cheague{s} to equal this amount
Sharss). Inveslors should be aware thal the Comparny's
Shares wili be trading on the AlM market of the London
Stock Exchange whilst this Offer is open,

Broker code | Adviger cods

AT $0.45 PER SHARE = | AS

You may be aliocated all of the Shares above or a lssser

C FULL WAME DETAILS 0 1ax FiLE NUMBER(S)
Titls, given nams(g) (no initials) and sdrname or company names Or sxemption category
Name of Applicant 1 Applicant 1/company
INEEEEEEEEEEEEEEEEEEEEEEEEEEEEe NN EEEE
Name of joint applicant 2 or <account name:s Joint applicant 2/trust
INEEEEEEEEEEEEEEEEEEEEEEEEEEEE e EEEEEEEEE
Name of joint applicant 3 or <account name:s Joint applicant 3/exemption

‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ABNiprpEEcantisaCompany

£ FULL POSTAL ADDRESS F conTacT DETAILS

Number/Street Contact name

Contact daytime
telephone number

INEEEEEEEEEEEEEEEEEEEEEE NN |

Suburb/Town State Postecode Contact email address

Gowesse [ [ [ [ [ [[[[[[]]
{If applicable}

M cHEQUE PAYMENT DETAILS
Pleass {ill out your chegue details and make your payable to Zambezi Resoudrces Limited - Fioat Account”
Drawer Chedquea number BSB number Account nurmber Total armnount of chegus

E Fetumn of the Application Form with your chegue for the Application moniss will constitute your offer o subscribe for Shares in the
Company. |/We declare that:
{a} this Application is completed according to the declaration/appropriaie statements on the reverse of this form and agree {o be
bound by the Articles of Association of the Company; and
{b}  Ywe have received personally & copy of this Prospectus accompanied by or attached to the Application Form or a copy of the
Application Form or a direct derivative of the Application Form, before applying for Sharse,

No signature is required.

You should read the Prospsclus dalsd 6 June, 2007 carefully befors complating this Application Form. The Corporations Act
prokibits any person from passing on thiz Application Form {whether in paper of electronic form) unless it is attached fo or accompanies
a complete and unaltered copy of the Prospeciug and any relevant supplementary prospectus {whether in paper or electronic forms).
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INSTRUCTIONS TO APPLICANTS

Guide to the Zambezi Resources Limited Application Form

This Application Form relates to the Offer pursuant 1o the Prospecius dated 6 June 2007. The expiry date of the Prospecius is the date which is 13
months after the date of the Prospecius. The Prospectus contains information about investing in the securities of the Company and it is advisable 1o
read this document before applying for securities. A person who gives another person access 1o this Application Form must at the same time and by
the same means give the other person access o the Prospectus, and any supplemeniary prospectus {if applicable). While the Prospectus is current,
the Company will send paper copies of the Prospectus, and any supplemeniary prospectus (if applicable), and an Application Form, on request and
without charge.

Pleaze complete all relevant sections of the Application Form using BLOCK LETTERS. These instructions are cross referenced to each section of the
Application Form. Further particulars and the correct forms of reqistrable titles to use on the Application Form are contained below,

A Inzert the number of Shares you wizh to apply for. The Application must be for a minimum of 5000 Shares and thereafter in multiples of 1,000
Shares. investors should De aware that the Company's Shares will be trading on the AM markst of the Londan Stock Exchange whilst this Offer ia
cpean.

B Insert the relevant amount of Application manies. To calculate your Application manies, multiply the numiber of Shares applied for by the sum of
ABD 48,

C Write the full name you wish 1o appear on the statement of shareholdings. This must be sither your cwn nams ar the name of the company. Up o
three joint Applicants may register. You shouid refer 10 the table below for the corract forms of registrable titie. Applicants using the wrong form of
title may be rejected. Clearing House Electronic Sub-Register System (CHESS) participants should complete their name and address in the same
format as that are prasently registered in the CHESS system.

D Enter your Tax File Mumber (TFN} or exemption category. Where applicable, please enter the TFN for each joint Applicant. Collection of TFMN{s) i=
authorised by taxation laws, Quotation of your TEM is not compuisory and wili not affect vour Application.

E Pieass enter your postal address for all correspondence. All communications to you from the share registry will be mailed to the parsonis) and
address as shown. For Joint Applicants, only one address can be entered.

F Pisase enter your telephons number{s), area code, email address and contact name in case we need to contact you in relation to your
Anplication,

G The Company will apply to ASX to participate in CHESS, ocperated by ASX Setilement and Transier Corporation Pty Lid, a wholly owned subsidiary
of ASX Limited, In CHESS, the Company will operate an electronic CHESS subregister of securities holdings and an electronic issuer sponsored
subregister of securities holdings. Togethear the two subregisters wili make up the Company's principal register of securities. The Company will not
te issuing cerdificates to Applicants in respect of securities allotted.

If yvou are a CHESS pagticipant (or are sponsored by a CHESS participant} and you wish to hold securities allotted to you under this Application
in uncertified form on the CHESS subregister, complete Section G or forward your Application Form fo yous spansoring participant for completion
of this section prios to lodgement. Otherwise, leave Section G biank and on allotment, you will be sponsorad by the Company and an SRM wili be
aliocated to you. For further information sefer to the relevant section of the Prospectus.

H Piease complete chegue detalls as requested:

Make your chegue payabie to "Zambezi Resources Limited - Hoat Account” in Australian currency and cross it “MNot Negotiable™, Your cheque
must be drawn on an Austradian Bank, The amount should agree with the amount shown in Section B, Sufficient cleared funds shouid be held in
your account, as chegues returned unpaid are likely to resuif in your Application being rejected.

1 Before compieting the Application Form the Applicanys) should read the Frospectus to which the Application relates. By lodging the Application
Form, the Applicant{s) agrees that this Application is for Shares in the Company upan and subiect 1o the terme of this Prospectus, agress o taks
any number of Shares equal 1o or fess than the number of Shares indicated in Section A that may be allotted to the Agpplicant(s) pursuant to the
Prospacius and declares that all details and statements made are complete and accurate. B is not necassary (o sign the Application Form.

Correct form of Registrable Title

Mote that ondy legal entities are allowed to hold Shares. Applications must be in the name(s) of a natural personis}, companias of other iegal entities
acceptable to the Campany. At least one full given name and the surname is required for each natural person. The name of the benaficiary or any
other non-registrable title may be inciuded by way of an account designation if comgpleted exactly as described in the example of carract forms
of registrable title below:

Type of investor Correct form of Registrable Title incorrect form of Registrable Titie
Individual

Use names in fulf, no initials Wi Jdohin Alfred Smith JA Smith

Minor {a person under the age of 18) John Alfred Smith Peatar Smih

Use the name of a responsible adult, do not use the name of 2 minor. <Peter Smiths

Company ABC Pty Ltd ABC PIL

Use company title, not abbraviations ARC Co

Trusis hrs Sus Smith Sue Smith Family Trust
Use trustee{s) personal name{s), do not use the name of the trust <5ue Smith Family A/C=

Deceased Estates Mg dane Smith Estate of late John Smith
Use executor{s) personal namels), do not use the name of the deceased  <Est John Smith A/C>

Partnerships Wi dohin Smith and My Michasl Smith Johin Smith and Son
Use partners personal names, do not use the name of the partnership <Johin Smith and Son A/C=

Lodgment of Applications
Feturn your compieted Application Form with chegue(s) attached fo:

By post to: Or delivered to:

Zamtbezi Hescurcas Limited Zambezi Hesources Limited

of- Computershare Investor Services Py Limited cf- Computarshara investor Services Pty Limited
GPO Box D182 Level 2, 45 5t Gecrges Terrace

PEMHTH WA 5840 PERTH Wa 80C0

Application Forms must be received no later than 5pm Australian Western Standard Time on 19 June 2007.
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APPLICATION FORM

Share Registrars use

Please read all instructions on the reverse of this form. .
Broker reference

. - stamp only
Piease note the use of the term “Shares”, “Share” or “shareholding(s)” refers to

“CDIs”, “CBI” or “CD! helding(s)”.

A NUMBER OF SHARES APPLIED FOB B TaTAL AMOUNT PAYABLE
{minimurn 5,000 Shares and then multiptes of 1,000 Cheague{s} to equal this amount
Sharss). Inveslors should be aware thal the Comparny's
Shares wili be trading on the AlM market of the London
Stock Exchange whilst this Offer is open,

Broker code | Adviger cods

AT $0.45 PER SHARE = | AS

You may be aliocated all of the Shares above or a lssser

C FULL WAME DETAILS 0 1ax FiLE NUMBER(S)
Titls, given nams(g) (no initials) and sdrname or company names Or sxemption category
Name of Applicant 1 Applicant 1/company
INEEEEEEEEEEEEEEEEEEEEEEEEEEEEe NN EEEE
Name of joint applicant 2 or <account name:s Joint applicant 2/trust
INEEEEEEEEEEEEEEEEEEEEEEEEEEEE e EEEEEEEEE
Name of joint applicant 3 or <account name:s Joint applicant 3/exemption

‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ABNiprpEEcantisaCompany

£ FULL POSTAL ADDRESS F conTacT DETAILS

Number/Street Contact name

Contact daytime
telephone number

INEEEEEEEEEEEEEEEEEEEEEE NN |

Suburb/Town State Postecode Contact email address

Gowesse [ [ [ [ [ [[[[[[]]
{If applicable}

M cHEQUE PAYMENT DETAILS
Pleass {ill out your chegue details and make your payable to Zambezi Resoudrces Limited - Fioat Account”
Drawer Chedquea number BSB number Account nurmber Total armnount of chegus

E Fetumn of the Application Form with your chegue for the Application moniss will constitute your offer o subscribe for Shares in the
Company. |/We declare that:
{a} this Application is completed according to the declaration/appropriaie statements on the reverse of this form and agree {o be
bound by the Articles of Association of the Company; and
{b}  Ywe have received personally & copy of this Prospectus accompanied by or attached to the Application Form or a copy of the
Applications Form or a direct derivative of the Application Form, before applying for Sharse,

No signature is required.

You should read the Prospsclus dalsd 8 June, 2007 carefully befors complating this Application Form. The Corporations Act
prohibits any person from passing on thiz Application Form {whether in paper of electronic form) unless it is attached fo or accompanies
a complete and unaltered copy of the Prospeciug and any relevant supplementary prospectus {whether in paper or electronic forms).
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INSTRUCTIONS TO APPLICANTS

Guide to the Zambezi Resources Limited Application Form

This Application Form relates to the Offer pursuant 1o the Prospecius dated 6 June 2007. The expiry date of the Prospecius is the date which is 13
months after the date of the Prospecius. The Prospectus contains information about investing in the securities of the Company and it is advisable 1o
read this document before applying for securities. A person who gives another person access 1o this Application Form must at the same time and by
the same means give the other person access o the Prospectus, and any supplemeniary prospectus {if applicable). While the Prospectus is current,
the Company will send paper copies of the Prospectus, and any supplemeniary prospectus (if applicable), and an Application Form, on request and
without charge.

Pleaze complete all relevant sections of the Application Form using BLOCK LETTERS. These instructions are cross referenced to each section of the
Application Form. Further particulars and the correct forms of reqistrable titles to use on the Application Form are contained below,

A Inzert the number of Shares you wizh to apply for. The Application must be for a minimum of 5000 Shares and thereafter in multiples of 1,000
Shares. investors should De aware that the Company's Shares will be trading on the AM markst of the Londan Stock Exchange whilst this Offer ia
cpean.

B Insert the relevant amount of Application manies. To calculate your Application manies, multiply the numiber of Shares applied for by the sum of
ABD 48,

C Write the full name you wish 1o appear on the statement of shareholdings. This must be sither your cwn nams ar the name of the company. Up o
three joint Applicants may register. You shouid refer 10 the table below for the corract forms of registrable titie. Applicants using the wrong form of
title may be rejected. Clearing House Electronic Sub-Register System (CHESS) participants should complete their name and address in the same
format as that are prasently registered in the CHESS system.

D Enter your Tax File Mumber (TFN} or exemption category. Where applicable, please enter the TFN for each joint Applicant. Collection of TFMN{s) i=
authorised by taxation laws, Quotation of your TEM is not compuisory and wili not affect vour Application.

E Pieass enter your postal address for all correspondence. All communications to you from the share registry will be mailed to the parsonis) and
address as shown. For Joint Applicants, only one address can be entered.

F Pisase enter your telephons number{s), area code, email address and contact name in case we need to contact you in relation to your
Anplication,

G The Company will apply to ASX to participate in CHESS, ocperated by ASX Setilement and Transier Corporation Pty Lid, a wholly owned subsidiary
of ASX Limited, In CHESS, the Company will operate an electronic CHESS subregister of securities holdings and an electronic issuer sponsored
subregister of securities holdings. Togethear the two subregisters wili make up the Company's principal register of securities. The Company will not
te issuing cerdificates to Applicants in respect of securities allotted.

If yvou are a CHESS pagticipant (or are sponsored by a CHESS participant} and you wish to hold securities allotted to you under this Application
in uncertified form on the CHESS subregister, complete Section G or forward your Application Form fo yous spansoring participant for completion
of this section prios to lodgement. Otherwise, leave Section G biank and on allotment, you will be sponsorad by the Company and an SRM wili be
aliocated to you. For further information sefer to the relevant section of the Prospectus.

H Piease complete chegue detalls as requested:

Make your chegue payabie to "Zambezi Resources Limited - Hoat Account” in Australian currency and cross it “MNot Negotiable™, Your cheque
must be drawn on an Austradian Bank, The amount should agree with the amount shown in Section B, Sufficient cleared funds shouid be held in
your account, as chegues returned unpaid are likely to resuif in your Application being rejected.

1 Before compieting the Application Form the Applicanys) should read the Frospectus to which the Application relates. By lodging the Application
Form, the Applicant{s) agrees that this Application is for Shares in the Company upan and subiect 1o the terme of this Prospectus, agress o taks
any number of Shares equal 1o or fess than the number of Shares indicated in Section A that may be allotted to the Agpplicant(s) pursuant to the
Prospacius and declares that all details and statements made are complete and accurate. B is not necassary (o sign the Application Form.

Correct form of Registrable Title

Mote that ondy legal entities are allowed to hold Shares. Applications must be in the name(s) of a natural personis}, companias of other iegal entities
acceptable to the Campany. At least one full given name and the surname is required for each natural person. The name of the benaficiary or any
other non-registrable title may be inciuded by way of an account designation if comgpleted exactly as described in the example of carract forms
of registrable title below:

Type of investor Correct form of Registrable Title incorrect form of Registrable Titie
Individual

Use names in fulf, no initials Wi Jdohin Alfred Smith JA Smith

Minor {a person under the age of 18) John Alfred Smith Peatar Smih

Use the name of a responsible adult, do not use the name of 2 minor. <Peter Smiths

Company ABC Pty Ltd ABC PIL

Use company title, not abbraviations ARC Co

Trusis hrs Sus Smith Sue Smith Family Trust
Use trustee{s) personal name{s), do not use the name of the trust <5ue Smith Family A/C=

Deceased Estates Mg dane Smith Estate of late John Smith
Use executor{s) personal namels), do not use the name of the deceased  <Est John Smith A/C>

Partnerships Wi dohin Smith and My Michasl Smith Johin Smith and Son
Use partners personal names, do not use the name of the partnership <Johin Smith and Son A/C=

Lodgment of Applications
Feturn your compieted Application Form with chegue(s) attached fo:

By post to: Or delivered to:

Zamtbezi Hescurcas Limited Zambezi Hesources Limited

of- Computershare Investor Services Py Limited cf- Computarshara investor Services Pty Limited
GPO Box D182 Level 2, 45 5t Gecrges Terrace

PEMHTH WA 5840 PERTH Wa 80C0

Application Forms must be received no later than 5pm Australian Western Standard Time on 19 June 2007.

i)






Australia

17 Ord Street, West Perth
Western Australia 6872
Tel: 61 8 6216 5000

Fax: 61 8 6216 5080

www.zambeziresources.com

esources Lid

Bermuda
Canon’s Court

22 Victoria Street
Hamitton HM 12
Bermuda



