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Lisungwe plc
Company number: 5356303

Lisungwe plc

Chairman’s statement

In my 30 September 2009 statement to Shareholders, 1 outhned the difficulues your Company was then
expenencing and the need for further funding to pursue the Malingunde Hul sulphunc acid prospect In
addinon, I expressed some opnmism for the future I regret to report that with the benefit of hundsight, 1t 13

clear that the optmism was 1ll concerved For that 1 am very sorry and can only offer my apologies to all
Shareholders on behalf of the whole Board

I am sure that each member of the team has done hus best, but as we all know, we have been living in very
challenging times for the past three years Were we seelung to exploit a gold or rare earth discovery, we may
have succeeded in raising the necessary finance, however, the mining of pynte, leading to sulphunc acd
production, has not attracted investors’ attennon, despite the product being in huge demand both for 1ts use

m muneral extraction and mn fertlizers Sadly, vital funding was not forthcomng
The facts have been as follows:

*  As announced m our 30 December 2009 intennm statement, the repeated efforts to raise funds to
facilitate the complenon of the Malingunde Hill JORC resource failed

+  For well over a year, the Group has survived on a very hrmuted ‘care and maintenance’ basis

»  On 20 October 2009, Mr R Bruce Rowan invested £50,000 in the Company for 50,000,000 new
Ordinary shares at 0 1 pence per share In addition, Mr Rowan was granted warrants to subscnbe
for an additional 50,000,000 new Ordinary shares exercisable at 1 penny per share for three years to
31 October 2013  This funding was helpful but insufficient to enable your Company to achieve
anything other than survival

e Also on 20 October 2009, the Company 1ssued 21,342,000 new Ordmary shares at a prnice of 01
pence per share to Directors and certain employees 1n lieu of unpaxd remuneration and fees
amountng to £21,342 A further 25,585,200 new Ordimary shares were issued at a pnce of 025
pence per share to the Directors, certain employees and other service providers in lieu of unpad

fees and costs amounting to £63,963

¢  During March this year, Mr R Bruce Rowan undertook to make available to the Company up to
£50,000 of new money by way of convertible unsecured loan stock for a peniod of six months from
the date of signung  Of thus, £30,000 has been provided to date and used to enable the Company 10
cdischarge varous habiites The balance 1s expected to be pad on signing of the deed We
understand that 1t 1s the intention of Mr Rowan to exercise his conversion option at the rate of 1,000
new Ordinary shares for every {1 nomunal of stock However, before this can occur, Mr Rowan will

requre a Rule 9 Waver under the City Code on Mergers and Takeovers

e  Aside from 2 small number of Malawian employees who are engaged 1n essennal site restoration and

maintenance for a hmited penod, the contracts of all employees have been termunated




Lisungwe plc
Company number: 5356303

Post balance sheet events
» Roy Tucker, our chief execunve, resigned on 1 Apnl 2010 We are very grateful to Roy for lus
contnbunon since the Company was launched in 2005, hus first hand knowledge of Africa and hus
attenton to detad were invaluable We wash lum well as he now focuses on lus other Afncan

ventures

e Also on 1 Apnl 2010, Mr Frederick Bell was appointed to the Board as an executve director to lead
the Group 1 the future 1 welcome Fred to his new challenge and wish hum all the very best as he

seeks to add value to the Company

s My colleague Stuart Brand wall continue to provide suppott to Fredenick Bell unul the Company’s
AGM, when his three year directorshup term expires  Stuart has worked urelessly throughout the
past five years, he has a great love of Malawn and 1s people so 1t 1s particularly sad for him that
Lisungwe has not yet been successful I am hugely grateful to lum for hus commuitment and wish

him well in a well eamed retirement

¢ The other members of the Board, myself included, will resign whenever requested by Fredenck Bell
Whilst no such request has yet been made, [ wish to take this opportunity to thank Shaun Dowhng

and ro Bemard Siddall for their respective contnbunons since they jomed the Board

In conclusion, we will make further announcements as matters progress when Fredenck Bell will brief
Shareholders as to his plans for the future of the Company Finally, I am grateful to all Shareholders for their

support and trust that some Shareholder value will be created by the activities of Fredenck and his new team

Chairman

29 September 2010




Lisungwe plc
Company number: 5356303
Durectors’ report

The Dhrectors present their fourth annual report on the affairs of the Company and Group, together with the
financial statements for the year ended 31 March 2010

Principal actvines and future developments

The prncipal acuvity of the company in the year under review s that of a management holding company
providing admimstrative and management services to 1ts group undertaking, Lisungwe Mineral Resources
Limited (LMR) LMR 1s engaged in muneral exploratnon in Malawa, a small southern Afncan country

The current developments dunng the penod and those of the future are given 1n the Chairman’s statement
Results and divtdends

The results for the year and the financial posinon of the Group and Company are shown 1n the followng
financial statements

The Group has incurred a pre-tax loss of £(764,870) (2009 Loss of £(351,374)

The Group and Company have net habihtes of £(29,838) (2009 surplus £767,511) and £(29,639) (2009
surplus £2,058,031) respecuvely

The Directors do not recommend the payment of a dividend

Principal risks and uncertainties

The management of the business and the execution of the Board's strategy are subject to a number of nsks
e  Exploration 1s speculative in narure
e  The economuc viability of a project 1s affected by world commodity prices

s Commodity pnces are subject to intematonal economic trends, currency fluctuations and
consumption pattermns

¢  The Group’s activiics are undertaken 1n a developing country rather than the United Kingdom
Key performance indicators

Given the straightforward nature of the Group’s activines, the Company’s directors are of the opinion that
analysis using key performance indicators 1s not necessary for an understanding of the development,
performance or position of the business

Directors
The Directors who served during the penod were as follows
Fredenck Bell — appomted 1 Apnil 2010
Stuart F Brand
Shaun C Dowling
Bernard Siddall
Roy C Tucker - resigned 1 Apnl 2010
John Watkins




Lisungwe plc
Company number: 5356303
Directors’ report, contnued

Substantial sharcholdings

On 31 March 2010 the following were registered as bemng interested mn 3% or more of the Company’s
ordmary share capiral

31 March 2010 31 March 2009

Ordinary Percentage Ordinary Percentage

shares of of 1ssued shares of of 1ssued

{00005 each  share capital  £0 0005 each  share capital

BNY (OCS) Nomunees Limited 56,857,000 18 35% 56,857,000 26 70%
Stuart F Brand 22,804,500 7 36% 14,937,500 702%
Shaun C Dowhing 13,888,888 4 48% 9,888,888 4 64%
JIM Nomunees Linuted 7,890,458 255% 10,050,458 472%
R Bruce Rowan 50,000,000 16 14% - -
Starvest plc 27,400,000 8 84% 27,400,000 1287%
Roy C Tucker — beneficial 35,003,500 11 30% 12,837,500 6 03%

Share capital

During the penod 50,000,000 new ordinary shares of 0 05p were 1ssued at 0 1p for £30,00000 in cash A
further 21,342,000 new ordmnary shares of 0 05p were 1ssued at a price of 0 1p to the Directors, and certan
employees 1n lieu of unpaid remuneraton and fees amounung to £21,342

At the same ume 25,585,200 new ordinary shares of 0 05p were 1ssued at a price of 0 25p to the Directors,
and certain employees in heu of unpad remuneration and fees amountng to £63 963

Chantable and political donations
Dunng the perod there were no chantable or polincal contnbutions
Payment of suppliers

The Group’s policy 15 to settle terms of payment with supphers when agreeing terms of business, to ensure
that suppliers are aware of the terms of payment and to abide by them It 1s usual for suppliers to be pad
wathin fourteen days of receipt of invoice At 31 March 2010, the Company’s creditors were equivalent to 60
day’s costs (2009 seven day’s costs)

Financial instruments

The mam financial nsks ansing from the Company’s activities are hiquidity sk and currency nsk  These are
monitored by the Board and were not considered 1o be significant at the balance sheet date

The Company reltes upon working capital injected wia the 1ssue of shares to support its exploraton and
admimstrative actvities  Budgets are regularly prepared and fund raising minatives undertaken as and when
required. This nisk 1s inherent to the nature of the business and 1s managed to the best of the Board's abihty

Funds are pomanly maintained in sterling to mumnuse foreign exchange nsk which 1s mherent in the
Company’s activities and accepted as such

Post balance sheet events
The post balance sheet events are set out 1n Note 22 to the accounts
Auditors

The auditors, Thompson, Fryza, Banmster Limited, will be proposed and reappointed 1n accordance wath the
Compames Act 2006

Remuneraton

Details of directors’ fees and of payments made for professional services rendered are set out in Note 7 to the
financial statements, directors’ emoluments, and Note 20, related party transactons




Lisungwe plc
Company number: 5356303
Directors’ repott, conunued

Management incenuves
The Company has granted options over Ordinary shares as follows

s 3,000,000 to a non-executive director as noted above in connecnon with consultancy services
provided, vesting 1n stages from the date of grant, 26 March 2008 10 31 May 2010 and exercisable at
a price of 2 5 pence per share at any ume from the date of vesting to 31 May 2012,

s upto 2,000,000 to a seuor consultant geologist accruing at the rate of 250,000 for every full three
months of service from 1 January 2008 exercisable at 4 pence per share at any tme from the date of
vesting to 31 December 2012,

*  up to 2,000,000 to a senior geologist accruing at the rate of 125,000 for every full three months of
service from 1 January 2008 exercisable at 2 pence per share at any nme from the date of vesung to
31 December 2012,

®  up to 2,000,000 o an executive director accnung at the rate of 250,000 for every full three months
of service from 1 January 2008 exercisable at 4 pence per share ar any ume from the date of vestung
to 31 December 2012,

Not having been exercised, the following options lapsed on 31 May 2009

¢ Optons over a total of 1,500,000 shares granted to a non-execunve director of Lisungwe Mineral
Resources Limuted,

*  Optons over 2,000,000 shares granted to a non executive director of the Company,

*  Opuons over 4,000,000 shares granted to a senior geologist
Otherwise, the Group has no bonus, share purchase, share option or other management incentive scheme
Corporate governance

It 15 the opuuon of the Board that complhance with the recommendanons of the Combined Code on
corporate governance at this stage 1n 1ts development would be unduly onerous beanng in mind the size of
the business and lumited cash resources However, the Board have appomnted Mr Shaun C Dowling and Mr
Bernard Siddall as non-executive directors and has established such procedures as are appropnate for the size
of the business and wll keep the matter under review

Control procedures

The Board has approved financal budgerts and cash forecasts, 1n addinon, 1t has implemented procedures to
ensure comphiance with accounting standards and effective reporting

Going concern

Notwithstanding the loss incurred durning the penod under review and the deficit of shareholders equuty at the
balance sheet date, the Directors are of the opimon that preparation of the Group’s accounts on a goiung
concem basis 1s appropnate It remains the bebef of the Board that a future 15 possible although uncertamnty
does exist wath regard to the availabihity of future funding

By order of the Board

Chairman

29 September 2010




Lisungwe plc
_ Company number: 5356303
Statement of directors’ responsibilities

Directors’ responsibilities for the financial statements

The directors are responsible for prepanng the financial statements in accordance wath applicable law and
practice The directors are required to prepare financial statements in accordance with the International
Financial Reporung Standards (“IFRS™), as adopted by the European Union  Accordingly, these statements
reflect the assumptions made by the Board about the standards, mterpretanons and the pohcies now
applcable

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

¢  select switable accounting policies and then apply them consistently,
* make judgements and estmates that are reasonable and prudent,

e state whether applicable accounnng standards have been followed, subject to any matenal departures
disclosed and explained in the financial statements,

¢ prepare the financial statements on the going concern basis unless 1t 1s mappropnate to presume that
the company will continue mn business

The directors are responsible for keeping proper accounting records, for safeguarding the assets of the
company and for taking reasonable steps for the prevennon and detection of fraud and other wrregulariues
They are also responsible for ensunng that the annual report includes information required by PLUS Markets

So far as the directors are aware, there 13 no relevant audit information (as defined by Secuon 418 of the
Compantes Act 2006) of which the company’s auditors are unaware and each director has taken all the steps
that he ought to have taken as a director mn order 10 make humself aware of any relevant audit information and
to establish that the company’s auditors ate aware of that information

The maintenance and integnty of the Company’s website 15 the responsibility of the directors  the work
carned out by the auditors does not mnvolve consideraton of these matters and, accordingly, the audstors
accept no responsibility for any changes that may have occurred to the financial statements since they were
imually presented on the website

Legslation 1n the United Kingdom governing the preparanon and dissenmunation of the financial statements
may differ from legislauon m other junsdicnons



Lisungwe plc

Company number: 5356303

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
LISUNGWE PLC

We have audited the financial statements of Lisungwe plc for the year ended 31 March 2010 which
compnse the consolidated income statement, the consolidated statement of comprehensive mncome,
the group and company balance sheets, the group and company statement of changes i equty, the
group and company cash flow statements and the related notes The financial reporting framework
that has been apphed in thewr preparanon 1s apphcable law and Internattonal Financial Reporing
Standards (IFRS) as adopted for use 1n the European Union

Thus report 15 made solely to the company’s members, as a body, n accordance with Secttons 495,
496 and 497 of the UK Compantes Act 2006 Our audit work has been undertaken so that we mught
state to the company’s members those matters we are required to state to them in an auditor’s report
and for no other purpose To 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 opimions we have formed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

As explained more fully 1n the statement of directors’ responsibihities, the directors are responsible for
the preparation of the financial statements and for being sansfied that they give a true and fair view
Our responsibility 15 to audit the financial statements in accordance with applicable law and
International Standards on Audinng (UK and Ireland) Those standards require us to comply with
the Auditing Practices Board’s (APB’s) Ethical Standards for Auditors

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS
A descopnon of the scope of an audit of financial statements 15 provided on the APB’s website at

www.fr¢ org uk/aph/scope /UKNP
OPINION ON FINANCIAL STATEMENTS

In our opion the financal statements

e gve a true and faur view of the state of the group’s and the parent company’s affairs as ar 31

March 2010 and of the group’s loss for the year then ended,
¢  have been properly prepared 1n accordance with IFRS’s as adopted by the European Umion,

and

e  have been prepared i accordance with the requirements of the Compames Act 2006 and, as

regards the Group financial statements, Article 4 of the IAS Regulanon

OPINION ON OTHER MATTER PRESCRIBED BY THE UK COMPANIES ACT 2006

In our opiuon the informauon given in the directors’ report for the financial year for which the
financial statements are prepared 1s consistent with the financial statements

EMPHASIS OF MATTER - GOING CONCERN

In forming our opinion on the financial statements which 15 not qualified, we have considered the
adequacy of the disclosure made n note 2 2 “Basis of preparation of the financial statements, ¢) gong
concern” In order to carry on as a gotng concern the company 1s rehiant upon the directors’ ability to
raise additional finance Finance has been secured for the immediate future These funds are however
msufficient for the foreseeable future and additonal funds walt need to be secured Although
management have expressed opumusm n this respect, matenal uncertamty exasts which may cast
significant doubt about the company and group’s ability to continue as a going concern The financial
statements do not include the adjustments that would be necessary should the going concern basis be
inappropnate




Lisungwe plc
Company number: 5356303
INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
LISUNGWE PLC, conunued

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION
We have nothuing to report tn respect of the following marters where the compames Act 2006
requires us to report to you if, in our opinton

¢  adequate accounnng records have not been kept by the parent company, or

e the parent company statements are not i agreement with the accounung records and
rerurns, or
e certain disclosures of directors’ remuneration specified by law are not made, or

* we have not receved all the information and explanations we require for our audit

Ivor M‘;—k Fryza, Sentor Statutory Auditor

For and on behalf of Thompson, Fryza, Bannister Limited
Statutory Auditot, Chartered Cernfied Accountants

The Comer House

2 High Street

Aylesford

Kent

ME20 7BG

Date ]_9/9 O




Lisungwe plc

Company number: 5356303

Consolidated income statement
for the year ended 31 March 2010

Notes Year ended Year ended

31 March 31 March

2010 2009

£ £

Revenue - -

Exploraton costs (166,073) (498,440)

Administrative expenses (73,635) (93,532)

Impairment of Goodwall (654,113) -

Operating loss 4 (893,821) (591,972)

Currency gain 128,498 229,502

Finance income 453 11,096

Loss before and after taxation (764,870) (351,374)

Loss attributable to the equity holders of {764,870) (351,374)
the parent company

Loss per share — basic and diluted 9 (0 30) pence {0 17) pence

All amounts above relate to continung operations

The accompanying accounting policies and notes on pages 18 to 34 form an integral part of these

financial statements

10




Lisungwe plc
Company number: 5356303
Consolidated statement of comprehensive income

for the year ended 31 March 2010

Year ended Year ended
31 March 31 March
2010 2009
£ £
Loss for the financial period (764,870) (351,374)
Other comprehensive income:
Exchange translaton differences on conschidation (193,734) {202,730)
of group
Total comprehensive income/ (loss) for the {(958,604) (554,104)
period

All amounts are attnbutable to equity holders of the parent company

The accompanying accountng polictes and notes on pages 18 to 34 form an integral part of these
financial statements

11




Balance Sheets
As at 31 March 2010

Note
Assets
Non-current assets
Property, plant and equipment 10
Intangible assets 1
Investment 1n subsidiary 12
Trade and other receivables 13
Total non-current assets
Current assets
Cash and cash equivalents 19
Trade and other receivables 13
Total current assets
Total assets
Equuty and Liabalities
Capital and resetves attributable to
equity holders of the company
Called-up share capital 15
Share premium reserve 18
Share option reserve 18
Retaned earmings 18
Merger reserve 18
Currency translation reserve 18
Total equity
Liabilites
Current habilities
Trade and other payables 14

Total current habihtes

Total equity and habiliies

Lisungwe plc
Company number: 5356303

31 March 31 March 31 March 31 March
2010 2009 2010 2009
Group Group Company Company
£ £ £ L
63,025 137,583 - -
1 654,114 - .
- - 1 360,380
- - - 1,689,282
63,026 791,697 1 2,049,662
1,243 8,295 985 312
8,791 12,126 7,712 20,822
10,034 20,421 8,697 21,134
73,060 812,118 8,698 2,070,796
154,920 106,456 154,920 106,456
1,531,091 1,444,250 1,531,091 1,444,250
81,490 87,510 81,490 87,510
(2,302,613) (1,569,713) (2,509,640) (292,685)
712,500 712,500 712,560 712,500
(207,226) (13,492) -
(29,838) 767,511 {29,639 2,058,031
102,898 44,607 38,337 12,765
102,898 44 607 38,337 12,765
73,060 812,118 8,698 2,070,796

The financial statements on pages 10 to 34 were approved by the Board of Directors on 29 September 2010

signed on 1ts behalf by

The accompanying accounting policies and notes on pages 18 to 34 form an integral part of these financial

statemnents




Consolidated statement of changes 1n equuty

for the year ended 31 March 2010

Artnbutable to owners of the parent

Lisungwe plc

Company number: 5356303

Called Share Retamned  Merger Other Total
up share remi earnin reserve reserv

fapltal l:\:::zlut::l * * s Equity
Group £ £ L £ £ £
Asat1 Aprl 2008 106,456 1,444,250 (1,218,339) 712,500 243,998 1,288,865
Comprehensive income
Laoss for the penod - (351,374) - {(351,374)
Other comprehensive income
Currency translanon dsfferences on
foreign currency net investments . R - . {202,730) (202,730)
Total comprehensive income . (351,374 (202,730) (554,104)
Transaction with owners
Share based payments — see note 16 - - 32,150 32,750
As at 31 March 2009 106,456 1444250  (1,569,713) 712,500 74,018 767,511
Comprchensive income
Loss for the penod - - (764,870) . - (764,870)
Other comprehensive tncome
Currency translanon differences on
foreign currency ner investments - - - - {193,734 (195,734)
Total comprehensive come - N {764,870) - {193,734) (058,604)
Transaction with owners
Share based payments - see note 16 - - - - 25,950 25,950
Lapsed Share based payments — see - 3970 - (31,970) -
note 16
Shares [ssucd-sce note 15 48,464 86,841 - - - 135,305
Total transaction with owners 48,464 86,841 31,970 - (6,020) 161,255
As at 31 March 2010 154,920 1,531,041 (2,302,613) 712,500 {125,736) (29,838)

The accompanying pohcies and notes on page 18 to 34 form an integral part of these financial statements




Lisungwe plc
Company number: 5356303

Consolidated statement of changes in equuty
for the year ended 31 March 2010, continued

Share Currency Total

option translation other

reserve reserves reserves
Group £ £ L
As at 1 Apnl 2008 54,760 189,238 243,998
Other comprehensive income
Currency translavon differences on
foreygn currency net mvestments . (202,730) {202,730)
Total comprehensive income - (202,730) (202,730)
Transaction with owners
Share based payments — see note 16 32,750 - 32,750
As at 31 March 2009 87,510 (13,492 74,018
Other comprehensive income
Currency translation differences on
foreign currency net nvestments - (193,734} (193,734)
‘Total comprehensive income - (193,734) {193,734)
Transaction with owners
Share based payments — see note 16 25,950 - 25,950
Lapsed Share based payments — see (31,970) - (31,970)
note 16
Total transacuon with owners (6,020 - {6,020)
As at 31 March 2010 81,490 (207,226} {125,736}

14




Company statement of changes in equity

for the year ended 31 March 2010

Attnbutable to owners of the parent

Lisungwe plc

Company number: 5356303

Called Share Share Retained  Merger Total
up share  premium option earnings  reserve

capital account reserve Equity
Group £ £ £ £ £ £
As at 1 Apnl 208 106,456 1,444,250 54,760 (214,516} 712,500 2,103,450
Comprehensive income
Loss for the penod . . . (78,169) - 78,169
Transaction with owners
Share based payments — sce note 16 . 32,750 - - 32,750
As at 31 March 200% 106,456 1,444,250 87,510 (292,685) 712,500 2,058,031
Comprehensive income
Loss for the penod - - - (2,248,925) (2,248,925)
Transaction with owners
Share based payments — see note 16 - - 25,950 - - 25,950
Lapsed share based payments — see - - (31,970) 31,970 - -
note 16
Shares 1ssued-see note 15 48,464 86,841 - - 135,305
Total transacuon with owners 48,404 86,841 {6,020) 31,970 - 161,255
As at 31 March 2010 154,920 1,531,091 81,490 (2,509,640) 712,500 (29,630

The accompanying policies and notes on page 18 to 34 form an integral part of these financial statements

15




Cash flow statements

for the year ended 31 March 2010

Cash flows from operating acuvites
Loss before raxaton

Adyjustments for

Impairment of Gooduill

Impairment of fixed assets

Impairment of investment i subsidiary
Impairment of loan to subsiiary
Depreciation

Loss on disposal of fixed assets

Vested share optons

Share based payments

Currency adjustments

Interest Income

Changes 1n working capatal:
Increase i advance to group company
Decrease in trade and other recervables

Increase/(decrease) in trade and other payables

Cash outflow from operauons

Cash flows from invesung acuvities

Interest received

Sale proceeds of property, plant and cquipment
Purchase of property, plant and equipment

Net cash flows used in invesung actvities

Cash inflows from financing activines
Proceeds from 1ssue of shares

Short term loan finznce

Net cash flows from financing acuvines

Net (decrease) /increase tn cash and cash
equvalents

Cash and cash equivalents at the beginmng of penod

Cash and cash equivalents at end of period

Lisungwe plc
Company number: 5356303

Note Year Year Year Year
ended ended ended ended
31 March 31 March 31 March 31 March
2010 2009 2010 2000
Group Group Company Company
£ £ £ £

(764,870) (351,374) (2,248,925) (78,169)
654,113 y - -
9,787 - - -
- - 360,379 -
. - 1,829.911 .
32282 38,715 - -
1,144 - - .
25950 32,750 25,950 32,750
21,342 - 21,342 -
(178,500) (229,384) - -
(453) (11,096) (7.532) (23,513)
{199,205) {520,389) (18,875) (68,932)
- - (140,630) {572,456)
3,335 7,738 13,111 8,047
58,291 (26,966) 25,572 (27,804)
61,626 (19,228) (101,947) (592,213)
(137,579) (539,617) (120,822) (661,14%)
453 11,096 7,532 11,096
16,111 - ) .
; (120,086) . )
16,564 (108,990) 7532 11,096
50,000 - 50,000 -
63,963 - 63,963 -
113,963 - 113,963 -
(7,052) (648,607) 673 {650,049}
8,295 656,902 312 650,361
19 1,243 8,295 985 12

The zccompanying accounting policies and notes on pages 18 to 34 form an integral part of these financial statements



Lisungwe plc
Company number: 5356303
Cash flow statements

for the year ended 31 March 2010, conunued

Major non-cash transactions

In the peniod the company entered into a number of equity settled share based payments recorded at a faur
value £85,305

Of the total £21,342 relates to directors and group employees fees/remuneraton These are included within
the adjustments of cash flows from operating acuvities under the heading share based payments

The balance of £63,963 relates to repayment of loan finance (as reflected under the heading ‘cash mnflows
from fnancing actvities’) secured 1n the penod
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Company number: 5356303

Notes to financial statements
for the year ended 31 Maxch 2010

L

2.2

General information

Lisungwe plc (the company) 1s a management holding company providing admimstraave and
management services to 1ts subsidiary, Lisungwe Mineral Resources Lirmuted (LMR) LMR 1s
engaged 1n mineral exploration in Malawn, a small southern Afncan country

The company s a public kmited company which 1s listed on PLUS markets and 1s incorporated and
domtaled i the UK. The address of 1ts registered office 13 55 Gower Street, London WCIE 6HQ

Prnncipal accounting policies

Introduction

The pnncipal accountng policies adopted 1n the preparation of these fnancial statements are
set out below These polictes have been consistently appled throughout the penod presented in
these financal statements unless otherwise stated

Basis of preparation

The consolidated financial statement of Lisungwe plc and its subsidtary have been prepared in
accordance with Intemnanonal Financial Reporting Standards (IFRS) as adopted for use 1n the
European Union, IFRK interpretations and the Companies Act 2006 applicable to compames
reporting under IFRS

The consolidated financial statements have been prepared on the histoncal cost bass, except for
the measurement to fair value of assets and financial instruments as descabed 1n the accounting
policies below, and on a going concern bass

The preparatton of the group financial statements n conformity with generally accepted
accounting pnnciples requires the use of esumates and assumptions that affect the reported
amounts of assets and habihites and disclosure of contingent assets and habilines at the date of
the financial statements and the reported amounts of revenues and expenses dunng the reporung
penod

Although these estimates are based on management’s best knowledge of current events and acuons,
actual results may ulumately differ from those esimates The estimates and assumptions that
have a sigmficant nsk of causing a matenal adjustment to the carrying amounts of assets and
liabilies 1n the next financial year are discussed below

a) Impairment of intangibles — goodwall

The group 1s required to test annually whether goodwll has suffered any impairment The
recoverable amount of the underlying cash generating umt has been determined based on its
value 1n use calculanons These calculations are dependent upon a commercially viable resource
being found and developed The management have judged that given the lack of financial
resources avatlable to the group, the prospect of vahdaung and developing a commercially viable
resource 1s remote On this basis, a 100% impairment charge 15 made for Goodwill of £654,113

b} Impairment of mnvestment and receivables in subsidiary

The company has an investment in the share capital of its subsidiary undertalung (Lisungwe
Mineral Resources Limited) and a loan faciity to fund its exploration activities With no clear
cash generanng capabilites within that company and a suspension of its exploration activines,
the wnvestment 1n share capital and loan facility have been fully impaiwred by £360,379 and
£1,829,911 respecuvely leaving an account balance on each of £1

18
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Notes to financial statements
for the year ended 31 March 2010 contnued

22

2.3

2.4

25

2.6

Basis of preparanon, continued
¢) Going concern

The financial informanon has been prepared on the going concern basis, the validity of which
depends principally on the discovery of econoemucally viable muneral deposits and the avadabiliry
of subsequent funding to exiract the resource Although the acuvines of Lisungwe Mineral
Resources Lumuted have been curtaled to a ‘care and mantenance’ level with exploranon
activibes suspended, management behieves there 1s a future for the company explonng for rare
earths and other munerals Short term funding has been established to finance the group mn the
immediate future These funds are not sufficient for the foreseeable future and additional funds
will need to be secured m order to safeguard the groups posinon Management are hopeful that
this can be achieved and believe 1t to be appropnate to prepare these financial statements on a
going concem basis

d) Share based payments

The group operates an equity settled share based remuneration scheme for s employees
The fair value of share options 15 esnmated using the Black-Scholes model on the date of
grant based on certain assumpuons These assumpuons are descnbed 1 note 16 and include,
among others, the expected volaulity and expected lhife of the options

Basis of consolidation

Where the Company has the power, either directly or indirecdy to govern the financial and
operating policies of another enuty or busmness so as to obtan benefits from us acuvines, 1t 1s
classified as a subsidiary The consoldated financial statements present the results of the
company and its subsidiary (“the group™) as if they formed a sngle ennty Inter-company
transachons and balances between group companies are eiminated m full

Business combinations

The consohdated fAnancal statements incorporate the results of busmness combinations using the
purchase method In the consoldated balance sheet, the acquiree’s identifiable assets, habilities
and contngent habihties are tinally recogmised at their faur values ar the acquisition date with the
premuum, if any, ansing on the 1ssue of new shares as part of the consideration, being credited to a
terger teserve  The results of acquired operations are included in the consolidated income
staternent from the date on which control 1s obtained

Intangible assets — goodwill

Goodwill represents the excess of the cost of a business combmaton over the nterest i the far
value of idennfiable assets, Labilities and conungen: habiliies acquired Cost compnses the fair
values of assets given, habilities assumed and equty instruments 1ssued, plus any direct costs of
acquistion

Goodwll 1s capitalised as an mrangible asser with any impairment in carrymng value being charged
to the conschdated income statement Where the fairr value of idenafiable assets, habilines and
contngent habilities exceed the fair value of consideranon pard, the excess 1s credited 1n full to the
consolidated income statement on the acqusition date

Goodwill 15 reviewed for impairment on an annual basis Goodwill 15 deemed to be impaired
when the present value of future cash flows expected to be denved 15 lower than the carrying
value

Non-current asset investments

Investments in subsidiary companies are classified as non-current assets and included 1n the balance
sheet of the Company at cost at the date of acqusiuon They are subsequently carned at cost less
any provision for impatrment
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2.7

28

29

2.10

21

2,12

Financial assets

The group’s financial assets consist of loans and recervables which mclude cash and cash
equivalents Loans and receivables are non-denvative financial assets wath fixed or determinable
payments that are not quoted 1n an acuve market They are munally recogrused at fair value plus
directly attnburable transaction costs and are subsequently carnied at cost less any provision for
impairment

The group’s loans and receivables compnse trade and other receivables and cash and cash
equivatents in the balance sheet

Cash and cash equivalents mnclude cash in hand and short term deposits wath an onginal matunty
of three months or less

Financial habalities

The group’s financial labihittes constst of trade and other payables which are minally recognised at
fair value and subsequently amortised using the effecuve mterest method

Revenue

The Group had no revenue dunng the penod

Property, plant and equipment

Items of plant and equipment are 1unally recogmsed at cost and are depreciated on a straight-hne

basis at annual rates that will reduce book amounts to esumated residual values over therr
anticipated useful lives, as follows

Field equipment 20%
Motor vehicles 20%
Computers 33%

Foreign currencies

Both the functional and presentational currency of Lasungwe plc 1s sterhng (f) Each group enuty
determines 1ts own funcnonal currency and items included in the financial statements of each
entity are measured using that funcoonal currency

The funcnional currency of the foreign subsidiary, Lisungwe Mmeral Resources Limuted, 1s Malaw
Kwacha (MWK)

Transactions wn foreign currencies are recorded at the rate ruling at the date of the transactton
Monetary assets and habihties denommated 1n foreign currencies are translated at the rate of
exchange ruling at the balance sheet date  All differences are taken to the income statement

On consoldanon of a foreign operauon, assets and labiines are translated at the balance sheet
rates, mncome and expenses are translated at rates ruling at the transaction date  Exchange
differences which anse from the cranslation of the opening assets and results of the foreign
substdiary undertaking are taken to currency translatton reserve

Exploration and development expenditure
Exploration and development costs include expenditure on prospects at an exploratory stage
These costs include the cost of acquisinon, exploranon, determunanton of recoverable reserves,

economic feasibility studies and all technucal and admumistranive overheads directly associated with
those projects These costs are wniten off as ‘exploration expenditure’
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2.13 Tax

The major components of income tax on the profit or loss from ordinary actuvities include current
and deferred tax

Current tax 1s based on the profit or loss from ordinary activities adjusted for rtems that are non-
assessable or disallowed and 15 calculated using tax rates that have been enacted or substantively
enacted by the balance sheet date

Income tax 1s charged or credited to the mcome statement, except when the tax relates to tems
credited or charged directly to equuty, in which case the tax 15 also dealt within equity

2.14 Deferted Tax

Deferred tax assets and labihines are recogrused where the carrying amount of an asset or habshty
in the balance sheet differs to us tax base, except for dufferences ansing on

. The 1utial recogninon of goodwall,

. Goodwall for which amortisation 1s not tax deducuble,

. The intial recogmnon of an asset or habiity 1n a transaction which s not a business
combination and at the time of the transaction affects neither accountng or taxable
profi; and

. Investments 1n subsidianies and jointly controlled entties where the group s able to

control the tming of the reversal of the difference and it 1s probable that the differences
will not reverse in the foreseeable future

Recogmtion of deferred tax assets 1s restricted to those mnstances where 1t 1s probable that taxable
profit wall be available agamnst which the difference can be utihised

The amount of the asset or lability 1s determuned using tax rates that have been enacted or
substantially enacted by the balance sheet and are expected to apply when deferred tax
ltabihites/ (assets) are sertled/{recovered) Deferred tax balances are not discounted

2.15 Share based payments

The fait value of options granted to directors and others in respect of services prowvided 1s
recogmsed as an expense in the mcome statement with a corresponding increase in equuty
reserves — the share option reserve

On exerase ot cancellabon of share options, the proportion of the share based payment reserve
relevant to those optons s transferred to the retained earmings reserve  On exercise, equuty 1s
also mcreased by the amount of the proceeds recerved

The fair value 15 measured at grant date charged in the accounting penod dunng which the option
becomes unconditional

The faur value of options 1s calculated using the Black-Scholes model wking into account the terms
and condinons upon which the options were granted Vesang condinons are non-market and
there are no market veshng condinons The exerase price 1s fixed at the date of grant and no
compensation 1s due at the date of grant

Whete equity instruments are granted to persons other than employees, the consolidated income
statement 1s charged wath the fatr value of goods and services recerved
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2.16

Segmental ceporung

A business segment 1s a disunguishable component of an enterpnse that 15 engaged in providing
an mdividual product or service or a group of related products or services and that 1s subject to
nisks and returns that are different from those of other business segments

A geographical segment 15 a disungushable component of an enterpnse that 1s engaged n
providing products or services within a particular economic environment and that 15 subject to
nsks and returns that are different from those of components operaung 1n other economic
environments

Turnover and segmental analysis

The Group’s only business segment 1s mineral exploraton There 1s no tumover within the
Group for the current or previous peniods

The Group operates within one geographical segment being Malawi, southemn Africa

Group loss from operations 2010 2009
Group Group
£ £

Operating loss 1s stated after charging
Auditors' remuneration — audit services 9,000 8,667
Auditors’ remuneration — taxation services 2278 -
Deprecianon 32,282 38,715
Loss on disposal of wholly owned fixed assets 1,144 -
Directors’ emoluments — vested share options 15,676 20,900
Impairment of fixed assets 9,787 -
Impairment of Goodwall 654,113 -

Auditors’ remunetration

Parent company auditors’ remuneration 7,500 7,000
Secondary auditors’ remuneranon - subsidiary company 3,778 1,667
11,278 8,667
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5

Taxation

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

The Group has tax losses available 1o carry forward agamnst future profits calculated ac the

prevailing rates of tax of approximately £490,000 (2009 £292,000 restated)

This amount has not been recogmsed wn the financal statements as us recovery cannot be

foreseen wath reasonable probabihity

Factors affecting the tax charge 2010 2009
Group Group
£ L
Loss on ordinary activies 764,870 351,374
Loss before taxation at the applicable rate of tax (214,864) (103,803)
Effect of
Expenses/(gains) not deductible for tax purposes 154,805 (59,681)
Tax losses for which no deferred income tax asset was recogrused 60,059 163,486
Current tax charge - -
The applicable tax rate for the UK was 28% (2009 30%) and Malaw1 30% (2009 30%)
Staff and directors
Employees Group Company
2010 2009 2010 2009
£ £ £ £
Staff costs, including directors, consist
of
Wages and salanes — management 40,554 80,688 - -
Wages and salaries — other 69,704 61,921 - -
110,318 142,609 - -
The average number of employees, including directors, dunng the year was a follows
Group Company
2010 2009 2010 2009
Management 8 8 5 5
Other operations 10 78 - -
18 86 5 5
23
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7 Share based directors’ emoluments 2010 2009
£ £

Stuart F Brand 4,725 6,300
Bernard Siddall 10,950 14,600

The emoluments relate to share based payments 15,675 20,900

No pension benefits are provided for any director
The directors’ emoluments represent emoluments patd to key management

Messts Stuart Brand, Shaun Dowlng, Roy Tucker, John Watkins and Bemard Siddall have
rendered fees for professional services to the Company and its subsidiary which are detaied at
Note 20

8 Loss attnibutable to parent undertalang

The loss for the period attnibutable to the parent undertaking amounted to £ (2,248,925) (2009 [
(78,169)) Ths loss 1s after charging smpairment of mnvestment 1n subsidiary of £360,379 (2009
£nl) and impairment of loan to subsidiary of 1,829,911 (2009 fnil}) As permutted by Secnon
408 of the Compames Act 2006, no separate income statement 1s presented in respect of the
parent company

9 Loss per share 2010 2009
Group Group
£ L

The basic loss per share 1s denved by dividing the loss for the
penod attnbutable to ordinary sharcholdess by the wesghted
average number of shares in 1ssue

Loss for the pentod (764,870) (351,374)
Weighted average number of Ordmnary shares of £0 0005 in 253,298,853 212,912,520
1ssue

Loss per share — basic (030) pence (0 17) pence

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

As detalled 1n note 16, there are options outstanding at the year end which have the potennal to
dilute basic earnings per share in the future and reduce the basic loss per share
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10 Property Plant and Equipment
Group

Cost

At 1 Apnl 2008

Additons

Foreign exchange rate fluctuanons
At 31March 2009

Depreciation and impairment
At1 Apnil 2008

Deprecianon charge for the penod
Foreign exchange rate fluctuations
At 31March 2009

Closing net book amount at 31 March 2009
Cost

At 31March 2009

Addinons

Disposals

Foreign exchange rate fluctuanons
At 31March 2010

Depreciation and impairment
At 31March 2009

Deprectation charge for the peniod
Impairment charge for the penod
Disposals

Foreign exchange rate fluctuanons
At 31Mazrch 2010

Closing net book amount at 31 March 2010

25

Lisungwe plc
Company number: 5356303

Motor
vehicles &
equipment

61,209
120,086
46,492

T 227,787

31,651
38,715
19,838
90,204

T 137583

227,787
(21,568)
(26,875)
179,344

90,204
32,282
9,787
(4,313)
(11,641)

T 116319
63,025
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for the year ended 31 March 2010, conunued

n

Intangible assets

Group

At 1 April 2008

Cost

Accumulated amortisation and impairment
Net book value

Year ended 31 March 2009

Opening and closing net book value

At 31 March 2009
Cost
Accumulated amortisaton and impaurment

Net book value

Year ended 31 March 2010
Opeming net book amount
Impairment charge

Closing net book amount

At 31 March 2010
Cost
Accurmulated amortusauon and impatrment

Net book amount

Lisungwe plc
Company number: 5356303

Goodwill

747,559
(93,445)
654,114

654,114

747,559
(93,445)
654,114

654,114
(654,113)
1

747,559
(747,558)
1

Impairment of goodwill 1s assessed by reference to 1ts underlying cash generating unit, Lisungwe
Mineral Resources Lamited The management have judged that given the lack of financial
resources available, the prospect of validanng and developing a commercually viable resource 1s
remote Likewise, management assess the fair value of Lisungwe Mineral Resources Limuted to be
neglgible On this basis, Goodwll has been impaired down to £1
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12

Non-current asset investment 1n subsidiary

Company

Investment in subsichary

At 1 Apnl 2009
Impairment charge

At 31 March 2010

Lisungwe plc

Company number: 5356303

2010 2009

£ L
360,380 360,380
(360,379} -
1 360,380

The subsichary of Lisungwe plc 1s detaled as follows and 1s included 1n these consolidated

financial statements

At a company level, the mvestment 1n 1ts subsidiary has been impaired down to £1 The reasons
are as for the tmpairment of goodwill detailed at note 11

Company

Lisungwe Mineral Resources

Limited

Trade and other recervables

Prepayments
Other recetvables

Loan to subsidiary

Total trade and other receivables

Less non-current portion

- loan to subsidiary

Current portion

Country of  Class Proportion Nature of
registratton held by business
group
Malaw Ordinary  100% Mineral
explorauon and
development
Group Company
2010 2009 2010 2009
£ £ £ £
4,935 8,668 4,935 8,668
3,856 3,458 2,776 12,154
- - 1 1,689,282
8,77 12,126 7,712 1,710,104
- - - (1,689,282)
8,791 12,126 ENA V- 20,822

The loan to subsidiary falls due for payment not before 31 December 2010  All amounts now fall

due wathin one year

Total financial assets other than cash
and cash equivalents classified as loans

and recetvables

Cash and cash equvalents (note 18)

Total financial assets classified as loans

and recewvables

Group Company
2010 2009 2010 2009
£ £ £ £
8,701 12,126 7nz2 1,710,104
1,243 8,295 985 nz2
10,034 20,421 8,697 1,710,416
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13

cont

14

15

Trade and other receivables

The fair value of trade and other receivables 1s esnmated as approximating their accounts catrying
value The loan to subsidiary has been impaired down to £1 The impairment charge amounts to
£1,829911

The carrying values of the trade and other recervables are denomunated in the following
currencies

Group Company
2010 2009 2010 2009
£ L £ £
Pound Sterling 8,697 11,134 8,697 1,710,416
Malawr Kwacha 1,337 9,287 - -
10,034 20,421 8,697 1,710,416

The maxunum exposure to credit nsk at the reporting date 15 set out above The group or
company does not hold any collateral as secunty

Trade and other payables Group Company
2010 2009 2010 2009
£ £ £ £
Current trade and other payables
Trade payables 43,830 13,150 29,425 5,165
Other payables 44,273 9,000 867 -
Accruals 14,795 22,457 8,045 7,600
Total 102,898 44,607 38,337 12,765

The fair values of trade and other payables are esumated at approximately their accounts carrying
value The matunty of these financial habilines 1s within three months of the balance sheet date

Share capital

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

Authorsed Number  Nonunal £

As at 31 March 2009 and 31 March 2010, Ordinary 1,000,000,000 500,000

shares of £0 0005

Called up, allotted, vsued and fully pard

As at 31 March 2009, Ordinary shares of £0 0005 212,912,520 106,456

Issued 20 October 2009 at a premium to 1ssue price

of £0 001 21,342,000 10,671

Issued 20 October 2009 at a premium to 1ssue price

of £00025 25,585,200 12,793

Issued 21 October 2009 at a premium to 1ssue price

of £0 001 50,000,000 25,000

As at 31 March 2010, Ordinary shares of £0 0005 309,839,720 154,920
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15 Share capital, conttnued

cont  The total consideration for 1ssued shares was £135305 Of dus £50,000 was cash and £85,305
was 1n lieu of debis payable

16 Share based payments

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

At 31 March Optons At 31 March  Exercisable Exercise Date from Expary date
2009 lapsed n 2010 at 31 March pnce which
penod 2010 exertisable
GpPw 1,500,000 (1,500,000} . - 11p 31 31 May 2009
Malunga December
2007
R Sanders 4,000,000 (4,000,000} - - 125 24 Apal 31 May 2009
2006 to 23
January 2008
sC 2,000,000  (2,000,000) - - 25p 26 31 May 2009
Dowhng September
(Dhrector) 2006
§ Brand 2,000,000 - 2,000,000 2,000,000 40p 31 March A
{Durector) 2008 to 31 December
Decemnber 2012
2009
RN 2,000,000 - 2,000,000 2,000,000 40p 31 March k3|
Sanders 2008 to 31 December
Decemnber 2012
2009
JES 2,000,000 - 2,000,000 1,125,000 20p 31 March 3
Nkhoma 2008 to 31 December
December 02
2011
B Siddall 3,000,000 - 3,000,000 3,000,000 2.5p 26 March 31 May 2012
(Durector) 2008 to 31
May 2010
Torat 16,500,000 (7.500,000) 9,000,000 8,125,000

Of the 9,000,000 opuons outstanding at 31 March 2010, 875,000 are nort yer exercssable at 31
March 2010
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16

cont

Shate based payments, continued

The far value of the options using the Black-Scholes pncing model and assumptions were as
follows

11p 11p 25p 40p 2p 25p
options options options options opuons  options
Grant Date March July September January January March
2005 2005 2006 2008 2008 2008
Share pnice at 11p t1p 20p 225p 225p 25p
date of grant
Exercise pnice 11p 11p 25p 4p 2p 2p
Expected 50% 50% 50% 50% 50% 50%
volanhty
Opuon Life 36 3-37 32 57 57 30
months months months months months  months
Expected N1l Nid Nu N1l N Nil
dividend
Rusk free mterest 4% 1% 45% 525% 525% 525%
rate

The volatlity 15 set by reference to the histonic volatility of the share prices of the company and
comparable compamues The Black-Scholes model assumes that an option 1s only capable of
exercise at date of expiry This date has been modified so that 1t 1s reflective of the likely date each
indiidual 15 hikely to exercise

Based on the above expectations, the fair values of the options granted are estimated to be

11p 11p 2 5p a0p  20p 20p
opuons options opnons opnons opuons opuons
Fair 04130p 03768p  0459p 063p 111p  146p

Value

The fair value of the share options as expensed in the year 1s £25,950 (2009 £32,750)

In the penod the company entered into a number of equity setiled share based payments recorded
at a fair value of £85305 Fair value bemng by reference to the goods, services and debts
cdischarged

Of the total £21,342 relates 10 directors and group employees fees/remuneration

£46,415 relates to the repayment of personal loans provided to the company by directors Messrs
Tucker, Watkins and Dowhng

The balance of £17,548 relates to the repayment of supplier debts or debts settded personally by
directors/employees of the group
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18

19

Fundraising incentives

In order to attract new equity investment, the Company has 1ssued the following warrants to
Starvest plc, a company of which John Watkins 1s also a director

e warrants to subscribe for 12,500,000 shares at any time until 31 October 2010 at a pnce
of 1 75 pence per share, and

s  warrants to subscnbe for 12,500,000 shares at any ume unnl 31 October 2012 at a price
of 2 25 pence per share

Further warrants to subscnbe for 50,000,000 shares were 1ssued to Mr R B Rowan (Director of
Starvest plc) exercisable at any hme unul 31 October 2013 at a price of 1p

Reserves

The following describes the nature and purpose of each reserve within owners' equity

Reserve Description and puspose

Called up share capital Amount subscnbed for share capital at nomunal value

Share premium account Amount subscnbed for share capital 1n excess of nominal
value

Share option reserve Benng the farr value of options granted mn respect of

services provided pending exercise

Retaned earnings Cumulative net gains and losses recogmused in the
consoldated income statement

Merger reserve Premium on shares 1ssued as consideranon for the
acqusinon of Lisungwe Mineral Resources Laimuted

Currency translanon reserve Gains/losses ansing in retranslanng the net assets of
overseas operations mto sterling

Cash and cash equivalents 31 March Cash flow 31 March

2010 2009

£ £ £

Cash m hand and at bank 1,243 (7,052) 8,295
31




Lisungwe plc
Company number: 5356303
Notes to financial statements

for the year ended 31 March 2010, continued

20 Related party transactions
Group

The director, Sruart F Brand, recerved as share based payments of 7,667,000 new ordinary
shares of 0 05p at a prce of 0 1p 1n setlement of fees of £7,667 1n fees for professional services
and a further 200,000 new ordinary shares at a price of 0 25p for outstanding expenses of £500
The total sum bemng £8,167 (2009 £61,166)

There were no other related party transactions dunng the year in the group except for the
Company disclosures below and 1n note &

Company |

The director, Roy C Tucker FCA, recetved as share based payments of 3,600,000 new ordinary
shares of 0 05p at a pnce of 0 1p in sertlement of fees of £3,600 in fees for professional services
and a further 13,166,000 new ordinary shares at a pnce of 0 25p for outstanding expenses of
£2,500 and repayment of a personal loan to the company of £30,415 The total sum being
£36,515 (2009 £12,000)

The director, John Watkins FCA, received as share based payments of 2,025,000 new ordinary
shares of 0 05p at a price of 0 1p 1n settlement of fees of £2,025 in fees for professional services
and a further 3,800,000 new ordinary shares at a price of 025p for outstanding expenses of
£1,000 and repayment of a personal loan to the company of {8,500 The total sum being
£11,525 (2009 £6,750)

The director, Bemard Stddall, recerved as share based payments of 1,800,000 new ordinary
shares of 005p at a price of 01p 1n settlemenr of fees of £1,800 in fees for professional
services The total sum bemng £1,800 (2009 £6,000)

The director, Shaun C Dowling recerved as share based payments of 1,000,000 new ordinary
shares of 0 05p at a pnice of 0 1p 1n settlement of fees of £1,000 in fees for professional services
and a further 3,000,000 new ordinary shares at a price of 0 25p for repayment of a personal loan
to the company of £7,500 The total sum being £8,500 (2009 £Nil)

Included 1n fixed asset investments for the company was a loan to uts subsidiary, Lisungwe
Mineral Resources Limuted 1n the sum of £1,829,911 (2009 £1,689,282) Ths represents loan
stock not repayable before 31 December 2010 and cammes interest at the rate of 0404% per
annum Dunng the year interest of £7,079 (2009 £12,420) was accrued on thus loan

The Company also charged a management fee to Lisungwe Mineral Resources Limited of
£10,000 (2009 £10,000) dunng the year Given the financial posinon of Lisungwe Mineral
Resources Lirnited, the loan has been impaired 1o £1

21 Commitments

There were no capital commtments

22 Post balance sheet events

At the balance sheet date, an understanding was reached with Mz R B Rowan to make available
£50,000 of new money by way of convernble loan stock  £30,000 has now been advanced with
the balance payable on fAnal agreement of terms The draft agreement provides for a repayment
term of 6 months with a nil rate of interess, with a conversion option of 1,000 new ordinary
shares for every {1 of loan However the conversion will only anse 1f a Rule 6 waiver under the
City Code On Mergers and Takeovers 1s obtamned
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Financial nstruments — nsk management

The Group's financal mstruments compnse cash and 1tems ansing durectly from 1ts operanons
such as trade receivables and trade payables The Group and company 1s exposed to the
following financial nisks

Crednt nsk

Financial assets which potentially subject the Group to concentrations of credit nisk consist
prncipally of cash, short term deposuts and trade recetvables Cash balances are all held at
recogrused finanaal insututions Trade recesvables are presented net of allowances for doubtful
recewvables Trade receivables currently form an insignuficant part of the Group’s business and
therefore the credit nsk assoaated wath them 1s also mnsignificant to the Group as a whole The
maximum exposure to credit nsk 1s detaled 1n note 13

Interest rate nsk management

The Group has adopted a non speculauve policy on managing nterest rate nsk  Only approved
financial insttutions with sound capital bases are used to invest surplus funds in  The Group
had no borrowing facilities at esther the current or previous year end Interest rate fluctuanons
of between 0-10% would not have a significant affect on interest recerved by the Group or
Company

Liqudity nsk management

To date the Group has relied upon equity funding to finance operanons The management are
confident that exastung cash resources together wath anticipated future equity fundmg and
commeraal borrowing will be adequate to finance operatons to commercial explontanon
Controls over expenditure are carefully managed The Group seeks to manage t1s financial risk
to ensure that suffictent hiquidity 1s available to meet the foreseeable needs both in the short and
long term

Foreign exchange nsk management

Foreign exchange nsk 15 inherent 1in the Group’s acuvities and 1s accepted as such The Group's
exposure to foreign exchange nsk 15 not normally considered significant  The Group’s cash
balances are held in Pound Sterhng and 1n Malawnr Kwacha, the latter being the currency n
which sigmficant operating expenses are mcurred Towards the end of the financtal year there
was a strengthenung of the Malaw1 Kwacha agamnst pound sterhng  As the group’s actvities are
funded by pound sterling, this did have an impact on the group’s purchasing power Stnce the
year end, pound sterhing has since strengthened

The Group secks to obtamn a favourable interest rate on its cash balances through the use of
bank deposits At the year end the Group had a cash balance of £1,243 (2009 (8,295)
compusing of the following balances

3t March 31 March

2010 2009

£ £

Pound Stething 985 312
Malaws Kwacha 258 7,983
1,243 8,295

The net fair value of financial assets and habihties approximates the carrying values disclosed 1n
the financial statements
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Control
There 15 constdered to be no controlling related party

New Standards and those effectuve but not in force
New and amended standards adopted by the group.
‘The Group has adopted the following new and amended IFRS’s as of 1 Apnl 2009
Standard
IFRS 7 -Financial instruments-disclosures (amendment)
IAS 1 (rewised) - Presentation of financial statements
IFRS 2 (amendment) - Share-based payment
LAS 23 - Borrowing costs
IFRIC 9- Reassessment of embedded denvatives

The above amendments have not had a matenal impact on the financial statements and only
result 1n addinonal disclosures and presentanonal changes

Key presentatonal changes include the consolidation statement of recogmsed mcome and
expenses being replaced by a consoltdated statement of comprehensive income and a
consohdated and company statement of changes in equity added to the primary financial
statements

Standards, amendments and interpretations to existing standards that are not yet
effective and have not been adopted early by the group.

The following standards and amendments to existing standards have been pubhshed and are
mandatory for the group’s accounting periods beginning on ot after 1 Apnl 2010 or later
periods, but the group has not early adopted them

Standard

IFRIC 17- Distnbunon of non-cash assets to owners
IFIC 18- transfer of assets from customers

IFRS 2- Group settled share based payments

IFRS 5 — Disclosure aspects of non-current assets classified as held for sale or
discontinued operatons

IFRS 8- Operatng segments

IAS 1 — Classificason of convertible instruments

IAS 7 — Classificanon of expenditures on unrecognised assets
IAS 17 — Classification of leases of land and buildings

LAS 36— Urut of accounung for goodwill impairment test

LAS 38— Measunng fair value on an intangible asset acquired 1n a business
combination

1AS 39— Treatment of loan prepayment penalties-scope exemption for business
combination contracts-cash flow hedge accounung-hedging using internal
contracts

IRRIC 19- Hedges of a net investment 1n foreign operanons
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