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Lisungwe plc

Chairman’s statement

I am pleased to present my second annual report for the financial year to 31 March 2007 Follownng a first
year of rapid development, further progress has been made, albeit not quite as we imagined a year ago, we
have expenenced delays at Chunwadzulu Hill, but more recently have made most encouraging progress at
the newly acquired Chumimbe Hill Nickel prospect

EXPLORATION

Stuart Brand, our managing director who has spent much of the past year in Malaw, deals fully with our
exploratton activities mn his report which follows In 1t he deals wath the temporary suspension of our
activittes at Chimwadzulu Hill We have been informed by the Mimster of Mmes and Energy that a new
license has been signed and we expect to recommence acuvity shortly In the meanume, good progress has
been made towards establishing a cost effective Nickel extracuon process, vital if we are to achieve our
objective of a commercially viable mining operanon

In additton, i May 2007 the Group acquured a new reconnaissance licence over an area known as
Chimimbe Hill which 1s already showing indicanons of bemg prospecave for Nickel in commercial
quantities

FINANCE

During the year we expended (312,000 on exploration 1n Malaws, this represents an increase over the
previous peniod and 1s 1n hne with the expectation when we published the offer for subscnption document
1issued 1n Apnl 2005 We have continued to keep overheads to the minimum throughout the year

This connnued exploration acavity was made possible as a result of a new mvestment of £200,000 into the
Company 1n September 2006 when new shares were 1ssued at a price of 2 25 pence per shate, a premuum to
the tssues in May and June 2005

It 15 1n the nature of the Group’s business that new investment funds are required from ume to ttme so as
to mamtan and extend the exploration programme, to enhance the value of the Group and to enable
further funds to be rased at ever increasing pnices To this end, the Group was pleased to announce the
acquisition of the new reconnaissance licence at Chirmimbe Hill as well as some early encouraging results
from the Nickel bearing soils

The Board has been encouraged by the response of Shareholders to the recent invitation to subseribe for
new shares To date, a total of £68,803 has been raised by the 1ssue of 3,443,182 new Ordinary shares at a
price of 2 pence per share I am pleased to report that brokers have indicated they expect to raise the
balance up to a total of £300,000, the sum which your Board believes 1s required at this stage in the
Group’s development

At the annual general meeung the Board will seek renewed authonty to 1ssue new shares for cash  The
precise cash requrement, tuming, number of shares to be issued and the price will depend upon
negonations with advisers which your Board has commenced, 1 expect 1o be able to give Shareholders an
update at the AGM

METAL PRICES

The Offer for Subscription was launched during 2005 at a ume when the gold price approximated to $430
per ounce As at 31 July 2007, the price of Gold had nsen to $665 75 per ounce

Of greater interest given the nature of the exploranon ground at Clumwadzulu and Chimimbe 15 the price
of Nickel which has nisen strongly durning 2006 and 2007 from $13,825 1n early January 2006 to $27,200 per
tonne on 31 July 2006 and further ro $30,757 on 31 July 2007, although there has been some reduction
from the peak of $50,000 three months eatler

Assumung a Nickel ptice of at least $15,000 per tonne, the gross value of the contamed Nickel before
operatng costs 15 estimated at $225,000,000 The mneral processing work being undertaken as described
by Stuart Brand 1s cructal before the Group 1s able to confirm that a commercially viable muning operanon
15 possible
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Chairman’s statement, continued

These sigruficant pnice increases reflect demand for these munerals from fast developing nations such as
China and India coupled with dechning stockpiles Nickel 15 an essential mgredient in the producnon of
stamnless steel so 1s much 1n demand

The price of Uranium hovered at about $10 per Ib from 1997 to 2003 since when 1t more than quadrupled
to $47 25 per Ib at 31 July 2006 and further to $120 at 31 July 2007

There seems to be no immediate likelthood of demand slowing, hence the price increases
OUTLOOK

Your Board s pleased with progress thus far and looks forward to establishing a resource which will 1n
turn enable the Group to rase the funds to develop a commercial maning operation at both Chimwadzulu
Hill and Chirmumbe Hill This success will aid the economy of Malawn as well as add to Shareholder value
We wnll conunue to report progress as achieved at our Nickel prospects and of the contunung Gold,
Copper and Urantum exploration acuvites

SHAREHOLDER RELATIONS

The Company’s shares are traded on PLUS Details of dealings, current pnces and all announcements may
be found ar www plusmarketsgroup com using the Company code ‘LIS’ Daily prices are reported 1n the
Financial Times and the London Evenung Standard

We intend to keep you informed of developments as they occur by the 1ssue of news releases to PLUS and
their curculansation to all cur Shareholders  To recerve an email copy of these releases, please register at

www hsungwe com

We look forward to meeting those of you able to attend our annual general meetng to be held on Tuesday
2 Qctober 2007 at 3 00 pm

BOARD

On 26 September 2006, the Board was pleased to appoint Shaun Dowiing as an addinonal non-executive
director Shaun brings a wealth of expertence m many avenues of business to your Board’s deliberations,
he 1s a great asset

CONCLUSION

On your behalf, I thank our corporate adwiser, solcitors, accountants, geological and other techrucal
advisers as well as all my colleagues for thetr hard work and support dunng the peniod under review

Finally, on behalf of the Board, I thank Shareholders for the trust and confidence they have placed nus 1
look forwatd to reporting further progress as events unfold

n Watkyhs
Chairman
17 August 2007




Lisungwe plc

Managing director’s report from Stuart Brand

EXPLORATION ACHIEVEMENTS DURING THE PAST YEAR

1 am pleased to report that exploration for all of our man farget minerals ~ Uranum, Gold, Copper and parucularly
Nickel — has continued with substantial progress achieved dunng the past year

Gold

Gold exploration has focussed on the arca of histoncal gold mining along a 12 km structural trend where ongomg
overburden sampling has so far identificd anomalous Gold with values of almost 1 gpt along a sirike length of 1 6kme
It 1s planned to carry out trenching over the best developed anomalies when the present samphing programme s
complete

Copper / Gold

A Copper/Gold anomaly, which 1s believed to be associated with north-south nft faulung, 15 bung invesugated at
Nyuzudzi where a copper outcrop occurs with 1 5% Copper and almost 0 2gpt Gold  Hand auger traverses have
defined Copper anomalies along a strike of over 1 km  [renches across the strongest of these encountered a boulder
assaying more than of 3% Copper  Further trenching s planned with the possibility of a ground geophysical survey to
test for sulphde/Gold mineralisation at depth

Uranium

the arbome Uramum anomalies defined by the 1987 awbome radiometrics survey on the bicences are bung
systematically tested by detaded ground radiometnic traverses with encouraging bedrock Uranum being wdenufied, so
far, at sub-economuc levedls  However, recont widely spaced, reconnatssance traverses carried out over a well developed
arrborne anomaly on the newly 1sued licence are proving encouraging with ground toral count readings at a higher
level than earhier surveys It s planned to carry out detaled infill traverses with the objective of defimng possible ore
grade Uranium mineralization

Nuckel

Nickel cxploration 15 being carned out at two man areas — Clumwadzulu Hill and the recentdy acquired Chimimbe
Hill  Both prospects are associated wath ultra-basic intrusive rocks with the Nickel occurnng as a secondary
ennichment sone close to the surface leading to relative case of mining

Chimwadzulu Hall

Izxploration over the Chimwadsulu area has been carried out under an agreement dated 2000 between the Group's
operatng subsidiary, Lisungwe Mineral Resources Limited (LMR), and the then helder of the Miming Licence, Mimeral
Exploravon {pv) (Mmcx) Dunng 2006 the assets of Minex were acquired by Nyala Mines Ltd (Nyala) Nyala apphied
for a ncw Mining Licence over the same area, the negotiation of which has caused a temporary suspension of ground
activities at Chimwadzulu However, it 15 understood that the new licence has been signed by the Minster on behalf of
the Malawi government but not released to Nyala pending further negotianons regardmg local sharcholders

LMR has an agreement with Nyala symilar to that with Minex and 15 now awasting the release of the licence i order
that 1t can conttnue with its exploration programme at Chimwadsulu Notwithstanding the temporary suspenston of
field work, tmportant advances have been made on the resource estimate and muneral processing programmes as
described below

Chimimbe Hill

I'his area located 100 km west of Lilongwe, the capital of Malawi, 15 in an area of excellent mfrastructure with
abundant water, nearby power and 1s close to a rad-link to the newly modernised deep sea port of Nacala on the
Mozambique coast to the [ast

Ihe area, a promnent ultra-basic intrusion with cxating nicked potential, was pin-pointed by | MR from a study of
historical Geological Survey records  Following the granung of a Reconnatssance |hicence o mud-May 2007, the
potental of the area 1s already being indicated by an ongoing piung programme  Furthermore, preliminary mineral
PIocLssing tests are very encouraging

EXPLORATION WORK IN PROGRESS
Current programmes at both Chimwadulu Hill and Chimumbe Hill are broadly simidar, consisang of
*  Piting — to establish a shallow resource estimate

*  Mineral processing test work = to optimise the mckel extracton procedures to achieve producton costs at a
commercally acceptable level

¢  Chimwadzulu Hill pituing

A total of 120 pits were dug to a target depth of 2 metres, where possible, over approximately 25% of the area
The majornty of these fimshed in possible ore-grade matenal
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Managing director’s report, continued

Pits over the remaming area will be completed to 2 metres as soon as possible, with infill where necessary to be
followed by deepening to 4 metres where warranted  This will facditate the calculauon of a resource esumate to 2
4 metre depth

*  Chirmmbe Hill patung
[he pitung programme i~ expected to be in progress for several more months

A total of 344 pats (¢ 590 metres 1n all) have been sunk since the issue of the licence which almost completes the
first phase of pitiing to an 1mtial target depth of 2m along lines 100m apart  Preliminary assays of the materiat are
N Progress

Potenually ore bearing material occurs 10 two main settings

e Inwmansported sorls which contan mckd beanng matenal washed from mineralised matenal on the slopes of
Chimimbe Il Many of the pits 1 this matcnal contained average values m excess of 0 3% Nichel and
commonly greater than 0 5%

¢ In saprolites (highly weathered bed rock) Of the pis which first intersected saprolites, two have been
deepened to 4 metres 1n harder but stll mineralised rock Prelumunary assays from these indicate average
Nickel values of about 1%

e The latest analyses have confirmed the presence of extensive, strongly mmeralised saprolites on the elevated
slopes of Chumimbe Hill  Average grades are commonly n excess of 05% Nickel, nung to a high of 0 9%
with many pits ending 10 muncrabised matenal contmning values between 06% and 11%  Assays from a
large number of further pits are awaited

¢ In addition to saprohtes occurnng extensively on the hillside, it 1s believed thar they could occur widely
below the sotls and on 1ts flanks below the mineralised soils

e It expected to complete :nfill pitting and the decpening of pits, tnitrally to 4 metres where warranted within
the next four month period Durning this tme, 1t 15 also hoped to carry out prehmmary dnlling to examme
the general depth of mineralisation prior to plansung a full scale drilling programme

NICKEL RESOURCES ESTIMATES

Speculative estimates based on cortan preliminary avsumpuons suggest that each of the deposits at Chimwad.ulu [l
and Chumimbe Hill coutd contain in excess of 3 million tonnes of ore-grade Nickel beanng material

Assuming a grade of 0 5% Nickel, this would mdreate 153,000 tonnes of nickel
MINERAL PROCESSING

A substanual amount of work has been undertaken during the past year towards cstablishing a cost effective method
by which Nickel may be extracted and turned mto 2 marketable product  This rescarch 1s ongoing

Mineral processing test work 1 designed to optimise the Nickel extraction proccdures s0 as to achieve production
costs at a commereally acceptable level One of the mamn costs of production s of sulphunc acid for the Nickd
leaching process These tests are being carnied out by Wardell Armstrong Internanonal Lid m therr laboratory in the

Normal sulphunc actd leaching processes fall into two main types

®  Vat leaching requires a particle size of less than 250 microns, that 1, 0 25mm, to ensure that the matenal
stays m suspension in the vats This process needs to be completed in a very few days since a longer ume
could result in prohibitive costs

*  Heap leaching requures a coarse particle size and the process can take several months
Mineral processing tests of samples from Chimwadzulu 5o far are
¢  Hot acid extraction tests on 3 samples achieved a remarkable 9% recovery of the Nickel within one day

¢ Cold acid extraction tests on 13 samples achieved over 79% recovery of the Nickel 1n onc week and
almost 95% after 6 weeks

¢ Particle size analysis  Detaled studies of selected, weathered, mickel beanng saprolites and sois
demonstrated that approximately 85% of the Nickel 15 contatned i the finest gramed fraction of less than
025mm  This opens up the possibiity of screening off and discarding the coarser material which 1
expected to result 1n a sigmficant reducnon m the amount of acid required and therefore of the cost

e  Acd strength and temperature tests are in progress These tests exame the extracnon umes and acid
consumption using different zcid strengths and temperatures for a possible var leaching operauon, the
results of which are awaited
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Managing director’s report, conunued

+  Heap leaching tests A 200kg sample of coarse matenal for heap leaching tests has been collected and 15
awattng shipping

Mineral processing tests of samples from Chinimbe Hill 5o far are

*  lest work on representative samples of the soils and saprolites 15 currently being conducted 1n the UK by
Wardell- Armstrong International Ltd with the objective of optimising Nickel extraction procedures

*  Prehminary test work on a random specimen of saprolite, returned a very encouraging Nickel recovery of
greater than 87%, using cold, agueous, sulphunc acid over a 28 day penod

*  Preluminary, on-site tests suggest that the bulk of the sotls consist of particles of less than 250 microns which
would be amenable to relanvely inexpensive vat-leach extracuon

EXPLORATION LICENCES

In accordance with normal practice, we are required to surrender part of the exploraton ground after a pre-defined
pernod  Accordingly, we have selected and surrendered cortan grounds no longer considered to be prospective and
coupled this with the successful application for new areas, in Auguet 2006 LMR was granted a Reconnassance Licence
over 2,195 sq kms for Uranium and m May 2007 over the 12sq kms Chimumbe Hill for Nickel The result of these
changes ts that our overall exploration ground » reduced from 5,375 o kms o 2005 to 3,567 5 vq kms in July 2007

PERSONNEL

Our core team remains the same as that for the previous penod with Dick banders and mysdf planning and
supervisiang the field programmes, being strongly supported 1n Malaw: by the directors of LMR — Grun Malunga and
Wren Banda

Gramn, a professional geologist, has held the post of Director of Mines and, unul recently, was Principal Sceretary for
the Minwstry of lengauon and Water Dovelopment  He now runs his own private consultancy specializing m the
mineral industry, cnvironmental matters, water and sanitation

Wren continues to use hts considerable feld expenence gamed over many years as a senor officer 1n the Geologieal
survey of Malaws In addition to facilitating day to day ficld progress and hawson with local people, he takes care of
local expenditure monitoring and personael matters

Iurther to the mineral processing consultancy provided by Wardell Armstrong International Lid , we are very happy to
welcome Bernard Siddall to Lisungwe as an mternal consultant Bernard 1s a mimeral processing engineer with over 40
years hands on industry expenence in Africa, Australia and elsewhere and his considerable expertise i Nickel
cxtraction processing 18 proving invaluable to our projects

All members of staff are strongly encouraged by the progress made dunng the year and are locking forward to
continued postave development of the Group and the effcet st will make to thewr hves  Our field workers have
continued to respond well to projeet work, most recently at the Chimimbe micked project exploration camp in an arca
far from ther homes

Our exploranon progress continucd to be supported by the usc of numdrous casual workers recrmted from local
commumbes As 1s normal 1n Malawi, LMR has been warmly welcomed by offiaals and local people alike who openly
cxpress thewr appreciation of the benefits resulung from our presence n a rural area with very little employment

GOVERNMENT RELATIONS

1 sungwe continucs to be supported by the Ministry of Mines and Fnergy, the Department of Mmes who have
speecly factitatcd the cxport of samples for testing and the Geological Survey who supplied us with reports one of
which led us to the Chimimbe il prospect We also wish to extend our apprecation to the Mimister of Mimnes and
bFnergy for frank discussions on Government policy and to the many officials at all levels who have given frecly of
their ime 1n such a foendly manner

Stuart Brand ' /
Managing director [ ’\//
17 August 2007
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Lisungwe plc

John 1s a chartered accountant and a former partner of Erst & Young and
Neville Russell He 15 finance director of AIM hsted Starvest plc and non-
executive director of AIM compames Greatland Geold ple, Red Rock
Resources plc and Regency Mines plc all wath substantial muneral exploratuon
mterests  In addition, he 15 non-execunve director of PLUS Markets listed
Franclhuse Investment Strategies plc  Since 1999 he has been a director of
several start-up companies involved in biotech, web based auto trading
and mnnovatve software retathing

Stuart 15 a geologist with extensive expenence in the muming and muneral
exploration industry in Africa and Ireland

Since 1996 his work has focussed mamly on Malawi with the development of
the present strategy for regional mineral exploraton for LMR Prewviously he
spent six years 1n Zambia involved i both exploration and miming

Stuart has worked as an independent consultant 11 the muneral exploration
and development sector, managed exploration programmes prncipally for
Anglo Ametican and Newmont in Ireland, been an exploranon geologist with
Tara Exploration Ltd whete he was a member of the exploration team which
discovered 2 world class zinc/lead deposit near Navan He has also held
positions as a seruwor mine geologist with Tara Mines Ltd and as exploration
manager for Billiton Exploration 1n Ireland

Roy 1s a Chartered Accountant whose background 1s as a tax consultant He
has co-founded and been involved m the management of vanous financial
businesses partcularly in the banking and commodity sectors  He 1s chairman
and co-founder of South Afnica based Legend Lodges Group which holds
significant tounism wnterests  He 1s also finance director of AIM listed African
Consolidated Resources plc which has muneral exploration interests in
Zimbabwe

Shaun Dowling 15 an economist and expenenced busmessman who has
worked 1n a number of different sectors dunng a long career including
banking (NM Rothschild & Sons), markeung (] Walter Thompson),
publishing (Pitmans), health (Champneys), lighters and gifts (Ronson), dnnks
(Guiness), hotels, construction matertals and wvanous manufactunng
companies

Shaun Dowling's directorshups have included Guinness Plc , he was chairman
of Majestic Wines Pic, Hartstone Group Ple, Gleneagles Plc and deputy
chairman and CEQ of Arthur Bell & Sons plc

Bob holds a first class honours degree in geology and chemustry, 2 MSc 1n
Mineral Exploration and Miming Geology and a PhD in geochermustry  He has
over 30 years of varted expenence in the muning industry in Europe and South
East Asia Posiions held mcluded director of Minerex Lumuted (Ireland),
chief metals geologist for Shell Metals (Indonesia) and founding Managing
Darectors of Cambndge Mineral Resources ple and Angus & Ross ple He s
currently executnve charrman of AIM listed Beowulf Gold plc and of PLUS
Markets listed Agricola Resources plc
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Directors’ report

The Directors present their second annual report on the affairs of the Company and Group, together wath
the financial statements for the year ended 31 March 2007

Principal acuvities and future developments

The pancipal actvity of the company 1n the year under review 1s thar of a management holding company
providing admurustrative and management services to its group undertaking, Lisungwe Mineral Resources
Limited (LMR) LMR 1s acuvely engaged in miuneral exploraton in Malawt, a small southern Afncan
country

The current developments dunng the penod and those of the future are given in the Chairman’s statement
and wn the Managing director’s report

Results and dividends

The results for the year and the financial position of the Group and Company are show m the following
financial statements

The Group has incurred a pre-tax loss of £470,252 (2006 restated Loss of £385,450)

The Group and Company have net assets of £702,188 (2006  £849,742) and (1,282,140 (2006
£1,110,440) respectively

The Darectors do not recommend the payment of a dividend

Principle nisks and uncertainties

The management of the business and the executton of the Board’s strategy are subject to a number of nsks
»  Exploranon 1s speculative 1n nature
¢ The economic viability of a project 1s affected by world commodity prices

e Commodity prices are subject to international economic trends, currency fluctuanons and
consumption patterns

e The Group’s activittes are undertaken m a developing country rather than the United Kingdom
Key performance indicators

Given the straightforward nature of the Group's activiues, the Company’s directors ate of the opiuon that
analysis using key performance indicators 1s not necessary for an understanding of the development,
performance or position of the business

Directors and their interests

The Directors who served dunng the penod, together with all their beneficial interests in the shares of the
Company at the date of their appomtment and at 31 March 2007 were as follows

31 March 2007 31 March 2006 or date of
appomntment if later
Ordinary % Share Ordinary % Share
shares of optons shares of optons
£0 0005 each £0 0005 each
Stuart F Brand 14,937,500 977 - 14937500 1037 -
Shaun C Dowhng - 9,888,888 647 2,000,000 9,888,888 6 47 -
appotnted 26 September
2006 (Note 1)
Roy C Tucker - beneficial 12,837,500 840 - 12,837,500 891 -
Roy C Tucker — non 5,400,000 353 8,100,000 562
beneficial
John Watkins 3,625,000 237 - 3,625,000 252 -
Robett D Young (Note 2) - - 3,125,000 - - 3,125,000
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Directors’ report, continued

Note 1 The options over Ordinary shares were granted on 26 September 2006 and may be exercised at
any ume to 31 May 2009 at a price of 2 5 pence per share

Note 2 The options over QOrdinary shares vested on 31 May 2006 and may be exercised at any nme from
1 June 2006 to 31 May 200% at a price of 1 1 pence per share

Apart from the interests disclosed above, no director held any other interest i the share capital of the
Company dunng the year No changes in the interests disclosed above have taken place since the year end
except as disclosed above

Substantial shareholdings

On 31 March 2007 the following were registered as being interested in 3% or more of the Company’s
ordinary share capital

31 March 2007 31 March 2006

Ordinary Percentage Ordmnary  Percentage

shares of of tssued shares of of 1ssued

£00005 each  share capital ~ £0 0005 each  share capital

Stuart F Brand 14,937,500 977% 14,937,500 10 37%
Shaun C Dowling 0,888,388 6 47% - -
Greenfield Management Limited 54,000,000 3531% 54,000,000 37 49%
Rock (Nomunees) Limited 8,219,500 537% 7,000,000 4 86%
Roy C Tucker — beneficial 12,837,500 8 40% 12,837,500 8 91%
Roy C Tucker — non-heneficial 5,400,000 3 53% 8,100,000 562%

On 8 June 2007, the Company was advised that the holding of 54,000,000 Ordinary shares previously held
by Greenfield Management Limited had been transferred to and were then held by Mr Bruce Littman

Share capital

Information relaung to shares 1ssued dunng the pentod 1s given 1 Note 14 to the accounts
Charitable and poliical donations

During the period there were no chantable or political contrnbutions

Payment of supphers

The Group’s policy 15 to settle terms of payment with suppliers when agreeing terms of business, to ensure
that suppliers are aware of the terms of payment and to abide by them  Ir1s usual for suppliers to be pad
within 14 days of receipt of invoice At 31 March 2007, the Company’s creditors were equivalent to seven
day’s costs (2006 one day’s costs)

Fimancial instruments

The mam financial nsks 2nsing from the Company’s activities are hquidity sk and currency risk  These
are monstored by the Board and were not considered to be significant at the balance sheet date

The Company relies upon working capital injected via the sssue of shares to support 1ts exploration and
admimstrative acuvities  Budgets are regulatly prepared and fund raising mitiatives undertaken as and
when required Thus nisk 1s inherent to the nature of the busiess and 1s managed to the best of the Board’s

ability

Funds are pnmanly mamntaned 1n sterhng to mimmuse foreign exchange nsk which 1s mherent mn the
Company’s activities and accepted as such

Post balance sheet events

The post balance sheet events are set out in Note 23 to the accounts
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Directors’ report, conunued
Transition to International Financial Reporting Standards (IFRS)

The directors have decided to take advantage of the concession avalable to PLUS Markets companies and
to defer the transitton to IFRS unul the year to 31 March 2008

The directors have idennfied the man areas of the financial statements that will be affected by the
transihon, namely the valuation of investments, share based payments and deferred tax Currently, steps
are being taken to ensure all IFRS informaton 1s captured 1n our financial reporung systems

Auditors

The Directors will place a resolunon before the annual general meeting to reappomnt Thompson &
Company as auditors for the coming year

Remuneration

The remuneration of the Directors has been fixed by the Board as a whole This has been achieved
acknowledging the need to maximuse the effectiveness of the Company’s hmited resources dunng the year

Details of directors’ fees and of payments made for professional services rendered are set out n Note 6 to
the accounts, directors’ emoluments, and Note 22, related party transactions

Management incentives
The Company has granted options over Ordmary shares as follows

* 3,125,000 to a non executive director as noted above, vesting on 31 May 2006 and exercisable at
any ume from 1 June 2006 to 31 May 2009 at a price of 1 1 pence per share,

s up to 4,000,000 to a senior consultant geologist accrung at the rate of 320,000 for every full three
months of service from 24 January 2006 untl 23 January 2008, plus a further 1,440,000 1if he
remans i the group’s service at that date, these options are exercisable at any ume unul 31 May
2009 at a prce of 1 25 pence per share, as at 31 March 2007, options over 1,280,000 options had
accrued,

e 1,500,000 to a non-executive director of Lisungwe Mineral Resources Limited, these options are
conditional on the director remaining until 31 December 2007 and are exercisable from that date
untl 31 May 2009 at 1 1 pence per share,

s 2,000,000 to a non executive director as noted above exercisable at any tme until 31 May 2009 at
25 pence per share

Otherwise, the Group has no bonus, share purchase, share option or other management imcentive scheme
Corporate governance

It 15 the opmion of the Board that comphance with the recommendauons of the Combined Code on
corporate governance at this stage in 1ts development would be unduly onerous bearing 1n muind the size of
the busmness and himted cash resources However, the Board appointed Mr Shaun C Dowling as a non-
executive director dunng the year 1n addition to Dr Robert Young and has established such procedures as
are approprate for the size of the busmess and will keep the matter under review

Control procedures

The Board has approved financial budgets and cash forecasts, in addstion, 1t has implemented procedures
to ensure complance with accounting standards and effective reporting

By order of the Board

/3\/\/] e

Roy C Tucker
Company secretary

17 August 2007

10




Lisungwe plc

Statement of directors' responsibilities

Directots' responsibihities for the financial statements

The directors are responsible for prepanng the financal statements in accordance with apphicable law and

United Kingdom Generally Accepted Accounting Practice

Company law in the United Kingdom requires the directors to prepare financial statements for each
financial year which give a true and fair view of the state of affairs of the company and the group and of
the profit or loss of the group for that period In prepanng those financial statements, the directors are

required to
*  select suitable accountng policies and then apply them consistently,
*  make judgements and esnmates that are reasonable and prudent,

e state whether applicable accounting standatds have been followed, subject to any matenal departures

disclosed and explamned 1n the financial statements,

»  prepare the financial statements on the gomg concern basis unless 1t 15 inappropriate to presume that

the company will continue 1n business

The directors are responsible for keeping proper accounting records, for safeguarding the assets of the
company and for taking reasonable steps for the prevention and detection of fraud and other irregulanities
They are also responsible for ensunng that the annual report mcludes mformation required by PLUS

Markets

So far as the directors are aware, there 1s no relevant audit information (as defined by Section 234 ZA of
the Companes Act 1985) of which the company’s auditors 2re unaware and each director has taken all the
steps that he ought to have taken as a director n order to make himself aware of any relevant audit

nformation and to establish that the company’s auditors are aware of that mformation

The maintenance and integnty of the Company’s website 1s the responsibility of the directors the work
carned out by the auditors does not involve consideraton of these matters and, accordingly, the auditors
accept no responsibiity for any changes that may have occurred to the financial statements since they were

mtially presented on the website

Legislation in the Umited Kingdom governing the preparauon and dissermination of the financial statements

may differ from legistanion 1n other junsdictions

11




Lisungwe plc

Report of the Independent Auditors to the Members of Lisungwe plc

We have audited the financial statements of Lisungwe ple for the year ended 31 Masch 2007, which comprise the
Consolidated Profit and I oss account, the Statement of Toral Recognised Gains and Losses, the Balance Sheets, the
Cash Flow Statements and the related notes lhese financial statements have been prepared under the accounung
policies set out therein

This report 15 made solely to the company's members, as a body, n accordance with Secuon 235 of the Companies
Act 1985 Qur audit work has been undertaken so that we mght state to the company's members those matters we
are required to state to them 1 an auditors' report and for no other purpose lo the fullest extent permutted by law,
we do not accept or assume responsibility to anyone other than the company and the company's members as a body,
for our audit work, for this report, or for the opintons we have formed

Respective responsibilines of directors and anditors

As describud in the statement of the Directors’ Responsibiities the company's directors are responsible for the
preparation of financal statements m accordance with applicable Jaw and Umited Kingdom Accounung Standards
(Umited Kingdom Generally Accepted Accounung Pracuce)

Qur responsibiity 1s to audie the financial statements 10 accordance with relevant kegal and regulatory requirements
and laternauonal Standards on Auditing (UK and Ireland)

We report to you our opinion a5 to whether the financial statements give 2 true and fair view and are properly
prepared 1n accordance with the Companies Act 1985 We also report to you if, in our opinton, the Report of the
Directors 1 consistent with the financial statements, 1f the company has not kept proper accounting records, if we
have not recetved all the informanon and explanations we require for our audit, or if information specified by law
regarding directors' remuneration and other transactions 1 not discloscd

We read other mformation contained 1n the Report and Financial Statements and consider whether 1t 1s conststent
with the audited Nnancial Statements  Lhe other information compnses only the Directors’ Report, Chairman’s
statemment and Managing Director’s Report  We constder the implications to our report 1f we become aware of any
misstatements or matenal inconsistencies with the financial statements Qur responsitbilities do not extend to any
other mformation

Basss of audat opimon

We conducted our audit 1n accordance with Internavenal Standards on Audinng (UK and Ireland) 1esued by the
Auditing Practices Board  An audit includes examination, on a test basts, of cvidence relevant to the amounts and
disclosures 1n the financal statements It also ncludes an assessment of the sigruficant esnmates and judgements
made by the directors 1 the preparation of the financial statements, and of whether the accounting policies arc
appropriate to the company's circumstances, consistently applicd and adequately disclosed

We planned and performed our audit s0 as to obtain all the mformauon and explanatons which we considered
necessary 1n order to provide us with sufficient evidence to give reasonable assurance that the financial statements ace
free from matenal musstatement, whether caused by fraud or other rregulanty or error  In formung our opion we
also evaluated the overall adequacy of the presantabion of informaton in the financial statements

Opinion
In our opmion the financial statements

- give a true and farr view, 1n accordance with United Kingdom Generally Accepted Accounting
Practice, of the state of the company's and group’s affairs as at 31 March 2007 and of the group’s
loss and cash flows for the year then ended,

- have been properly prepared 1n accordance with the Compantes Act 1985, and

- the information given in the dircctors’ report 1 consistent with the finaneial statements

Goimng Concern

Without guahfying our opmion, we draw your attcntion to the disclosures made in note 1 of the financial statements
concerning the directors’ confidence 1n thetr ability to rase further capital In view of the significance of this fact that
the preparanon of the financial statements on the going concern basts assumes a successful outcome to such cfforts,
we constder that this disclosure should be brought to your attennon Our opinion 1s not quahfied m thiy respect

Monsm ok Ceg

I'hompson and Company
Chartered Certified Accountants
& Registered Auditor

The Corner House, 2 High Strect
Aylesford, Kent, ME20 7TBG

Dae 1) A.“DM“’—’“C’O?
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Consolhdated profit and loss account
for the year ended 31 March 2007

Turnover

Exploration costs

Gross loss
Admunistrative expenses
Operaung loss

Interest receivable
Amortsation of goodwill

Loss on ordinary actuvities before and after
taxation

Loss pet share — basic and diluted

There were no acquired or disconunuing operations during the year ‘The operation involving

Lisungwe plc

Notes Year ended Penod
31 March 8 February

2007 2005 to

31 March

2006

(as restated)

£ £

311,870 252,555

(311,870) (252,555)

{70,697) (48,756)

3 {382,567) {(301,311)
5,760 9,306

{93,445) (93,445)

(470,252) (385,450)

8 (0 32) pence (0 30) pence

CKP[OIHDOI’I cOsts was acqu.u:ed in the previous accountmg penod

The accompanying notes form an mtegral part of these financial statements




Consolidated statement of total recogmsed gains and losses

for the year ended 31 March 2007

Loss for the financial pertod

Unrealised translation differences on foreign
currency net investments

Total recogmsed gains and losses relaung to the
period
Prior year adjustment — as explained in Note 15

Total gains and losses recognised since the last
annual report

The accompanying notes form an integral part of these financial statements
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Year ended Period

31 March 8 February

2007 2005 to

31 March

2006

(as restated)

£ L

(470,252) {385,450)

100,022 83,174

(370,230) (302,276)
(15,244)
(385,474)




Lisungwe plc

Consolidated balance sheet
As at 31 March 2007

31 March 2007 31 March 2006
Note (as restated)
£ £
Fixed assets
Intangible assets 9 560,669 654,114
Tangible assets 10 34,035 20,266
T 594704 674380
Current assets
Debtors 12 28,357 17,074
Cash at bank 08,691 188,506
T 127,048 205,580
Creditors — amounts falling due 13 {19,564) (30,218)
within one year
Net current assets 10748 175362
Total assets less current habilities W W
Capaital and resetves
Called-up share capital 14 76,459 72,014
Share premium account 16 1,260,315 1,064,760
Share opuon reserve 16 37,920 15,244
Profit and loss account 16 (855,702) (385,450)
QOther reserves 16 183,196 83,174
T 702,188 00 849,742
Equity shareholders’ funds 17 702,188 849,742

The accounts on pages 13 to 28 were approved by the Board of Directors on 17 August 2007
and sigmed on its behalf by

-

4
Roy € Tucker

Director

The accompanying notes form an integral part of these financial statements
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Company balance sheet
As at 31 March 2007

Note

Fixed assets

Investments 11

Current assets
Debtors 12
Cash at bank

Creditors — amounts falling due 13
within one year

Net current assets

Total assets less current
liabilities

Capital and reserves

Called-up share capatal 14
Share premium account 16
Share option reserve 16
Profit and loss account 16
Equity shareholders’ funds 17

31 March 2007

1,169,945

25,985
97,657

(11,447)

76,459
1,260,315
37,920
(92,554)

£

123,642

1,282,140

1,282,140

1,169,945

112,195

1,282,140

Lisungwe plc

31 March 2006
{as restated)

£

915,277

15,990
185,416

201,406

(6,243)

1,110,440

72,014
1,064,760
15,244
(41,578)

1,110,440

915277

195,163

1,110,440

The accounts on pages 13 to 28 were approved by the Board of Directors on 17 August 2007

}2W1 bn_

Roy C Tucker
Director

and signed on 1ts behalf by

The accompanying notes form an integral part of these financial statements
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Lisungwe plc

Consolidated cash flow statement
for the year ended 31 March 2007

Notes Yeatr ended Peniod

31 March 8 February

2007 2005 o

31 March

2006

{as restated)

£ £

Net cash outflow from operating activites 18 (266,269) (182,009)

Returns on mvestments and servicing of finance — 5760 9,300
bank interest

Capital expenditure and financial investment 19 (29,300) (28,007)

Cash outflow before financing (289,815) (200,710)

Financing 19 200,000 389,216

(Decrease)/increase in cash in the year 20 (89,815) 188,506

The accompanying notes form an integral part of these financial statements
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Lisungwe plc

Notes to financial statements
for the year ended 31 March 2007

1

Accounting policies

The pnncipal accounung policies are summansed below They have been applied consistently
throughout the peniod

Basis of accounting

The accounts have been prepared under the tustoncal cost convention and 1n accordance with
applicable United Kingdom accounting standards

Basis of consolidation

The group accounts consoldate the accounts of Lisungwe plc, and 1s foreign subsidiary,
Lisungwe Mineral Resources Limuted, drawn up to 31 March 2007 The foreign subsidiary has
been consolidated using the closing rate method m accordance with SSAP20, Foreign Currency
Translauon

Basis of prepanng financial statements

The accounts have been prepared on the gomng concern basis  The appropnateness of the going
concern basts 15 dependent on the success of the directors’ engomg investigation, evaluation and
generation of revenue from mineral projects

The company meets its day to day operaung expenses from its existing hqud resources in the
absence of an ongomg income stream

As detalled in Note 23, the directors have approved an expenditure budget for the penod to
September 2008 for which additional funding will be required

The directors have complete confidence i their ability to raise further capital and that ther efforts
will generate sufficient ongoing cash to meet the company’s cutgomgs for the foreseeable future
On this basts the directors believe it 1s appropriate to prepare these financial statements on a going
concern basis

Turnover
The Group had no turnover dunng the penod
Explorauon and development costs

Exploraton and development costs mclude expenditure on prospects at an exploratory stage
These costs include the cost of acqusiton, exploration, determination of recoverable reserves,
economuc feasibility studses and all techmical and admimstrauve overheads directly associated with
those projects These costs are wrtten off as ‘exploraton expenditure’

Goodwmll

Goodwill represents the difference between the cost of an acquired business and the aggregate of
its 1dentifiable assets and Labilines Goodwill 1s capitabised and amortised through the profit and
loss account on a straight line basis over 1ts useful economuc life

Tangible fixed assets

Fixed assets are depreciated on a straight-hne basis at annual rates that will reduce book amounts
to estimated residual values over their anticipated useful ives, as follows

Field equipment 20%
Motor vehicles 20%
Computers 13%

Foreign currencies

Transactions n foreign currencies are translated into sterhing at the rate of exchange ruling at the
date of the transaction Foreign currency assets and liabilives are translated mnto sterhng at the
balance sheet date and the resulung gamns or losses are raken to the profit and loss account
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Lisungwe plc

Notes to financial statements
for the year ended 31 March 2007, contnued

1

Accountng policies, continued

The results of overseas operations are translated at the average rate of exchange during the year
and the balance sheet transtated into sterhng at the rate ruling at the balance sheet date Exchange
differences which arse from the translanon of the opemng assets and results of the foreign
subsidiary undertaking are taken to reserves

Investments

Fixed asset investments are stated at cost less any provision for impairment Impairment 1s a
subjective evaluation undertaken by the directors having regard to the nsks and uncertainties
attaching to the investment

The loan to Lisungwe Mineral Resources Ltd (LMR) 15 not due for repayment unnl December
2010 Repayment or part repayment of that loan will be dependent upon the future success of
LMR developing/exploiting any muneral deposits on a commercial basis

Deferred tax

Deferred tax 1s provided on a full provision basis on all tming differences which have ansen but
not reversed at the balance sheet date

Share based payments

Previously no charge to profit was made m respect of the opuons over the Company's shares held
by Directors and others In 2006, the Company adopted FRS20 (share based payments) for the
first tme  As thus requured a change of accountng policy, the comparative numbers for the
previous peniod have been restated

The fair value of options granted to directors and others in respect of services provided 15
recogrused as an expense in the profit and loss account with a corresponding increase 1n equuty
reserves — the share OPUU[‘I reserve

On exercise or cancellation of share options, the proportion of the share opuon reserve relevant
to those options 1s transferred to the profit and loss account reserve On exercise, equuty 15 also
increased by the amount of the proceeds recewved

The fair value 15 measured at grant date and spread over the accounnng penods dunng which the
option becomes uncondinonal

The fair value of options 1s calculated using the Black-Scholes mode! taking into account the terms
and conditons upon which the opuons were granted Vesting conditions are non-market and
there are no market vesting conditions The exercise price 1s fixed at the date of grant and no
compensaton 1s due at the date of grant

Segmental analysis

The Group’s only business segment 1s mineral exploration There 15 no turnover within the
Group for the current or previous periods

The Group operates within two geographucal segments, the United Kingdom and Afnica The UK
sector consists of the parent company which provides administrative and management services to
the subsidiary undertaking based 1 Malawt, southern Afnca

An analysis of net assets and pre tax losses by geographical segment 1s as follows

2007 2006

tated

Net assets p {as restate 2:
UK 672,864 849,277
Afnca 29,324 465
702,188 849,742
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Notes to financial statements
for the year ended 31 March 2007, conunued

2

Segmental analysis, continued

Pre tax losses

UK
Afnca

Lisungwe plc

2007 2006

(as restated)

(170,054) (135,023}
(300,198) (250,427)
(470,252) {(385,450)

Included wathin UK net assets 1s goodwill of 560,669 (2006 £654,114) ansing from the

acquisttion of the Afrnican segment

The pre tax loss for the UK includes amortisation of goodwill of £93,445 (2006 £93,445)

Operatng loss

Operating loss 1s stated after charging
Auditors’ remuneration — audit
Depreciation

Directors’ emoluments

Shate based payments including consultants
Exchange differences

Audttors’ remuneration for non-audit services provided dunng the
year for taxation advice amounted to £500 (previous penod £2,729
related to the provision of accountants’ reports for the purpose of
the Company’s fundraising prospectus and was charged to the share
premium account as part of share issue expenses, of this £975
related to services provided by the Group auditors )

Taxation

2007

£
Group

6,500
11,628
42,000
22,676
93,425

2006
(as restated)

£
Group

3500
7741
38,500
15,244
84,931

Based on the results for the peniod, there 1s no charge to UK or foreign tax

The Group has tax losses available to carry forward calculated at the prevaling rates of tax of

approximately £143,000 (2006 £80,000)

This amount has not been recogrused m the financal statements as sts recovery cannot be

reasonably foreseen

Factors affecung the tax charge

Loss on ordinary activities

Loss on ordinary activities at the standard rate of corporation tax 1n
the UK of 30%

Effect of
Expenses not deductble for tax purposes
Losses avalable to carry forward

Current tax charge

20

2007 2006

{as restated)

£ £
(470,252) (385,450)
(141,075) {115,635)
62,947 58,148
78,128 57,487




Lisungwe plc

Notes to financial statements
for the year ended 31 March 2007 continued

5

Staff and directors

The company’s average number of employees dunng the period was
five No remuneration for directors’ services was patd although they
receved various montes from the company as set out in Note 22,
related party transactions

Directots’ emoluments 2007 2006
(as restated)
£ £
Stuart F Brand 42000 38,500
Share based payments 11,003 11,095
53,003 49,595
Year ended 31 March 2007 Executve Share based Total
SEIVILES paymcnts
£
Stuart F Brand 42,000 - 42,000
Dt Robert D Young - 1,811 1,811
Shaun C Dowling - 9,192 9,192
42,000 11,003 53,003

Peniod ended 31 March 2006

Stuart F Brand 38,500 - 38,500
Dr Robert D Young - 11,095 11,095
38,500 11,095 49,595

No penston benefits are provided for any director

Directors® share options

Duting the year opuons were granted to Directors over a total of 2,000,000 ordinary shares (2006
3,125,000) as set out 1n Note 15

Loss attributable to parent undertalang

The loss for the penod attmbutable to the parent undertaking amounted to £50,976 (2006
£41,578) As permutted by Section 230 1f the Compantes Act 1985, no separate profit and loss
account 1s presented 1n respect of the parent company

Loss per share 2007 2006
{as restated)
£ L

The basic loss per share 1s derived by dividing the loss for the
period attnbutable to ordinary sharehclders by the weighted
average number of shares in 1ssue

Loss for the period {470,252) (385,450)
Weighted average number of Ordinary shares of £0 0005 in
1ssue 148,558307 128,630,869

Loss per shate — basic (032 pence (0 30) pence
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Lisungwe plc

Notes to financial statements
for the year ended 31 March 2007, conunued

8 Loss per share, contnued

ue to the losses incurred duning the year a diluted loss per share has not been calculated as this
would serve to reduce the basic loss per share

As detailed 1n note 15, there are options outstanding at the year end which have the potennal to
dilute basic earnings per share in the furire and reduce the basic loss per share

9 Intangible fixed assets 2007
£
Group Goodwill
Cost
At 31 March 2006 747,559

Addinons during the period -

At 31 March 2007 T 747550
Amortisation -
At 31 March 2006 93 445

Amortisation for the pentod 93,445

At 31 March 2007 186,890
Net book amount at 31 March 2007 T 560,669
Net book amount at 31 March 2006 T 654114

The company acqured the entire share capital of Lisungwe Mineral Resources Limited on 2
March 2005 for a fair value consideration of £360,380 which gave nise to goodwnll of £747,559
This 15 being amortised on a straight line basis over 1ts esumated useful bfe of 8 years In the
opinton of the directors, this pertod represents a reasonable and prudent estmate of the time
durning which the company will denve economig benefit from the goodwill acquired

2007
£
10 Tangible assets Motor
vehicles &
Group
equpment
Cost
At 31 March 2006 28,007
Additions during the pertod 293006
Foreign exchange rate fluctuations (4,038)
At 31 March 2007 53,275
Depreciation
At 31 March 2006 7,741
Charge for the perod 11,628
Foreign exchange rate fluctuations (129)
At 31 March 2007 19,240
Net book amount at 31 March 2007 34,035
Net book amount at 31 March 2006 20,266

22




Notes to financial statements
for the year ended 31 March 2007, conunued

1

12

13

Fixed asset investments

Company

Investments in group undertakings
Shares 1n group undertakings
Loans to group undertakings

At 31 March 2007

Movements dunng the penod were as follows

At 31 March 2006
Additiens duning the penod
At 31 March 2007

Lisungwe plc

2007 2006

L £

360,380 360,380

809,565 554,897

1,169,945 915,277

Shares Lozans Total
£ £ £
360,380 554,897 915,277
- 254,668 254,668
360,380 809,565 1,169,945

The parent Company of the Group holds more than 20% of the share caputal of the following

companies
Company Country of  Class Proportion  Nature of
registration held by business
group
Lisungwe Mineral Resources ~ Malawn Ordinary  100% Mining exploratton
Limted and development
Debtors Group Company
2007 2006 2007 2006
£ £ £ £
Prepayments 9,653 5,400 7,281 4316
Other taxes 18,704 11,674 18,704 11,674
Total 28,357 17,074 25,985 15,990
Creditors Group Company
2007 2006 2007 2006
£ £ £ £
Amounts faling due within one year
Trade creditors 7,101 328 2,356 328
Aceruals 12,463 29,890 9,091 5,915
Total 19,564 30,218 11,447 6,243
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Lisungwe plc

Notes to financial statements
for the year ended 31 March 2007, conunued

14

15

Shate capital

The authonsed share capital of the Company and the called up and fully pad amounts were as
follows

Authorsed Number  Nominal £
As at 31 March 2006 and 31 March 2007, Ordinary 1,000,000,000 500,000
shares of £0 0005

Called up, allotted, issued and fully pard

As at 31 March 2006, Ordinary shares of £0 0005 144,028,627 72014
Issued 26 September 2006 8,888,888 4445
As at 31 March 2007 152,917,515 76,459

Constderation for the 1ssued shares was £200,000

Share based payments

During the year, the Company adopted FRS 20 with respect to the treatment of share options
As detaled under the accounting policies note 1 ‘share based payments’, the Company now
includes the fair value of these options as an expense to the profit and less account with a
corresponding 1ncrease 1 equity

The expense 1s spread over the accounting penods dunng which the opuon becomes
unconditional

The Company has an established share option scheme under which options have been granted to
subscnbe for ordinary shares as follows

At ¥l Granted Ar3l I xercisable Exercisc Date from b xpiry
March durng  March 2007 at 31 March price which date
2006 the 2007 exerciseble
penad

G P W Malunga 1,500,000 - 1,500,000 - 11p 31 December 31 May
2007 2000
R Sandcrs 4,000,000 - 4,000,000 1,280,000 125p 24 Apnl 2006 31 May
— see note 2000
Dt R D Young 3,125,000 - 3,125,000 3,125,000 11p 1 June 2000 31 May
2009
SC Dowhng - 2,000,000 2,000,000 2,000,000 25p 26 September 31 May
2006 2009

lotal 8,625,000 2,000,000 10,625,000 6,405,000

The options granted 10 Richard Sanders vest over the pertod from 24 Apal 2006 to 23 January
2008 as set out 1n the Directors’ report under management incentives

The fair value of the optuons using the Black-Sholes method and assumptions were as follows

Year ended 31 March 2007

Grant date 29 September 2006
Fair value at measurement date 0 4596 pence
Share price at grant date 20 pence
Exercise price 25 pence
Expected volanliry 50%
Opton hfe 32 months
Expected dividends 000%
Risk free interest rate 4 5%
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Notes to financial statements
for the year ended 31 March 2007, contnued

15 Share based payments, continued

Penod ended 31 March 2006

Grant dates 21 March

2005
Fatr value at measurement date 04130 pence
Share price at grant date 11 pence
Exercise price 11 pence
Expected volaulty 50%
Option bife 36 months
Expected dividends 0 00%
Rusk free interest rate 4%

Lisungwe plc

5 July 2005 21 November

03768 pence
11 pence

11 pence
50%

3-37 months
0 00%

4%

2005

04282 pence
1 25 pence

1 25 pence
50%

15 months

0 00%

4%

The fair value of the above share optons as expensed 15 £22,676 (2006 as restated  £15,244)

The volatlity 15 set by refetence to the lustoric volatiity of the share prices of the Company and
comparable companies The Black-Scholes model assumes that an option 15 only capable of
exercise at expiry This date has been modified so thar 1t 1s reflecttve of the hkely date each

indrvidual 15 likely to exercise

On adoption of FRS20 the comparanve numbers have been restated, the effect of which for the

penod to 31 March 2006 15 to

£
Increase the net loss 15,244
Increase the reserves — share option reserve by 15,244
16 Reserves
The movements on reserves during the pertod were as follows
Share Share Profit and Other
prefruum optton  loss account reserves
account reserve {as restated}
Group £ £ £ £
As at 31 March 2006 1,064,760 - (370,206} 83,174
Share based payments — see note 15 - 15,244 (15,244) -
As restated at 31 March 2006 1,064,760 15,244 (385,450} 83,174
Issue of shares 195,555 - - -
Loss for the petiod - - (470,252) -
Share based payments — see note 15 - 22,676 - -
Currency translation differences on - - - 100,022
foreign currency net investments
As at 31 March 2007 1,260,315 37,920 (855,702) 183,196
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Notes to financial statements

for the year ended 31 March 2007, contnued

17

Reserves, continued

Company

As ar 31 March 2006

Share based payments — see note 15
As restated at 31 March 2006

Issue of shares

Loss for the penod

Share based payments — see note 15

As at 31 March 2007

Lisungwe plc

Reconciliation of movement on equity shareholders’ funds

Group

Loss for the period

Proceeds of share 1ssues

Share 1ssue expenses

Share based payments — see note 15

Currency translation differences on foreign
currency net mvestments

Net (decrease)/ increase in shareholders’ funds
Opening shareholders’ funds — as restated
Closing equity shareholders’ funds

Company

Loss for the penod

Proceeds of share 1ssues

Share 1ssue expenses

Share based payments — see note 13

Net increase in shateholders’ funds
Opening shareholders’ funds — as restated
Closing equity shareholders’ funds

26

Share  Share option Profit and
premium reserve  loss account
account (as restated)
L L L
1,064,760 - (26,334
- 15,244 (15,244)
1,064,760 15,244 (41,578)
195,555 - -

- - (50,976)

- 22,676 -
1,260,315 37,920 (92,554)
2007 2006

(as restated)

(470,252) (385,450

200,000 1,212,790

- (76,016}

22,676 15,244

100,022 83,174

(147,554) 849,742

849,742 -

702,188 849,742

2007 2006

(as restated)

L L

(50,976) {41,588)

200,000 1,212,790

- {76,016)

22,676 15,244

171,700 1,110,440

1,110,440 -

1,282,140 1,110,440




Notes to financial statements
for the year ended 31 March 2007, continued

18

19

20

21

Reconcilhiation of operanng profit to operating cash flows

Operating loss
Depreciaton

Increase in debtors
Increase in creditors
Share based payments
Currency gamn

Net cash outflow from operating actvities

Analysis of cash flows

Financing
Company Issue of ordinary share capital for cash

Share 1ssue expenses

Cash acquired with subsidiary acqusition
Less creditors assumed

Net cash inflow

Capital expenditure and financial investment
Purchase of tangible fixed assets

Net cash outflow

Analysis and reconcihation of net funds 31 March
2006

£

Cash 1in hand and at bank £188,506

Lisungwe plc

2007 2006

(as restated)

L

(382,567) (301,311)

11,628 7,741
{11,283) (17,074
(10,654) 30,218
22,676 15,244
103,931 83,173
(266,269) (182,009)
2007 2006

£ £
200,000 462,790

- (76,016)

200,000 386,774

- 9,248

- (6,806}

200,000 389,216
29,3006 28,007
29,306 28,007
Cash flow 31 March
2007
£ L
{89.815) 98,691

Non cash transactions

There were no non cash transactions 1n the year In the previous peniod, the whole of the 1ssued
share capital of Lisungwe Mineral Resources Limuted plus the outstanding loan stock amounting
to £389,620 was acquired by the 1ssue of 75,000,000 ordunary shares at a pnce of 1 penny per

share, a total non cash consideranon of £750,000
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Related party transactions

The director, Roy C Tucker FCA, recetved the sum of £6,000 plus VAT (2006 £9,500 plus VAT)
for the prowvision of professional services relatng o management, company secretaral and
financial advisory services

The director, John Watkins FCA, received the sum of £6,000 plus VAT (2006 £9,500 plus VAT)
for the provision of professional services relaung to management, accounting and financial
advisory services

The director, Dr Robert D Young, recerved the sum of £5,000 (2006 £4,583) for the provision of
professional consultancy services

The director, Shaun C Dowling recerved the sum of £2.500 for the prowvision of professional
consultancy services

Included 1n fixed asset investments for the company 1s a loan to its subsidiary, Lisungwe Mineral
Resources Limited 1n the sum of £809,565 (2006 £554,897) This represents loan stock not
repayable before 31 December 2010 and carnies interest at the rate of 0 404% per annum

Post balance sheet events

On 19 May 2007, the directors approved a grant of opttons to Bernard Siddall, a mineral
processing consultant

On 15 August 2007 the directors approved an expenditure budget for the period August 2007 to
September 2008 in the sum of {1,250,000 for which funding 15 being sought Fundraising costs
will be addional

On 15 August 2007 the Company placed 3,443,182 new Ordinary shares at a pnce of 2 pence per
share for a rotal consideration of £68,863

Financial instruments
The Group has taken advantage of the exemption in Financial Reporting Standard 13,

“Denvatives and Other Financial Instruments”, 1n respect of short term debtors and creditors

Control

There 15 considered to be no controlling related party
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